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China CITIC Bank International Limited (“CNCBI”) is 75%-owned by
CITIC International Financial Holdings Limited (“CIFH"), which in turn is a
wholly-owned subsidiary of China CITIC Bank Corporation Limited (“CNCB”).
The remaining 25% of CNCBI are owned by Tian Yuan Trading Limited,
Hong Kong Guansheng Investment Co., Limited, Anxin Trust Co., Limited,
Clear Option Limited and Elegant Prime Limited.

By providing value-creating financial solutions to define and exceed both
wealth management and international business objectives of Greater China and
overseas customers, CNCBI aspires to be “the best integrated financial services
institution”, with the best international standards and capabilities.

CNCBI's footprint in Greater China includes 30 branches in Hong Kong, as
well as branches and presence in Beijing, Shanghai, Shenzhen and Macau.
CNCBI also has overseas branches in New York, Los Angeles and Singapore.
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Condensed Consolidated Income Statement

HE2019F6 A30H 6B A — REEFZ For the six months ended 30 June 2019 - unaudited
(B 5 AL) (Expressed in Hong Kong dollars)
BZ6A30R1L6fEA
Six months ended 30 June
2019 2018
P 5T BT T BT
Note HKS$' 000 HKS$' 000
FEWA Interest income 4(a) 6,121,530 5,441,182
MEZH Interest expense 4(b) (2,933,016) (2,138,071)
FEREWA Net interest income 3,188,514 3,303,111
A M EeRA Fee and commission income 841,329 837,009
ERNMA®SH Fee and commission expense (57,317) (47,275)
BERAREESRA Net fee and commission income 5 784,012 789,734
FRBUA Net trading income 6 227,053 235,714
R (18K), e Net hedging (loss)/gain (3,007) 4,344
HERRA R BET AEM Net gain on disposal of financial assets at
PEWE N ® A EF W fair value through other comprehensive income 35,866 9,936
H g A Other operating income 16,969 19,458
BEWA Operating income 4,249,407 4,362,297
KETH Operating expenses 10 (1,800,781) (1,617,443)
BRI E 248 AT B &R T Operating profit before impairment 2,448,626 2,744,854
SREEBHPEERL Expected credit losses on financial assets 1 (546,533) (741,030)
HEmEEREBERELX Impairment losses on other assets (74,029) (32,000)
BEEX Impairment losses (620,562) (773,030)
g ER Operating profit 1,828,064 1,971,824
HEMERBMBFEREK Net loss on disposal of property and equipment (2,630) (527)
WEESEHWES,(FBK) Revaluation gain/(loss) on investment properties 20 7,073 (170)
FEMRE D WS Share of profit of associates 841 -
HEBE DS Gain on disposal of interest in associates 19 9,226 -
BRI EFERIBLX Loss on partial redemption of loan capital 28 (58,995) -
BADEF Profit before taxation 1,783,579 1,971,127
FriSH Income tax 12 (285,713) (348,638)
AR Profit for the period 1,497,866 1,622,489
BEBRRERREFR Profit attributable to shareholders 1,497,866 1,622,489
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HZE2019F6 A30H IF61E A — REFEZ
(LABE BB

For the six months ended 30 June 2019 — unaudited

(Expressed in Hong Kong dollars)

T3 Condensed Consolidated Statement of Comprehensive Income

BZ6H30R1L6f@A
Six months ended 30 June
2019 2018
BETT BT T
HK$’' 000 HKS"000
AR R Profit for the period 1,497,866 1,622,489
BHREM2E R Other comprehensive income for the period
ERERERGE > HEBAaE Items that will be reclassified subsequently to consolidated
BN BEREWERNIER ! income statement when specific conditions are met
ME TGN R TEHREA Exchange differences on translation of
[E 5 =% financial statements of foreign operations (3,102) (20,873)
AR EBEFAEMEERZE Financial assets at fair value through other
WoREE comprehensive income
— EBEEITEMNARBEEZS — change in the fair value of debt instruments 667,489 (538,836)
— HEREZERER — transfer to income statement on disposal (35,391) (11,120)
— BEEFEREZWGER — transfer to income statement on impairment (50,819) 74,011
— B FBMRRETIE - deferred tax related to the above (109,191) 78,474
472,088 (397,477)
HETEENIEERARER Items that will not be reclassified subsequently to
KIEE : consolidated income statement
NAnEBEGS AREMEERE Financial assets at fair value through other
HEEEE comprehensive income
— RETENARBEES - change in fair value of equity instruments 33,328 731
— B Fii AR ELERR A — deferred tax related to the above (5,484) (121)
27,844 610
Y EGFE Property revaluation reserve
— HEREERERIE — transfer to deferred tax on disposal 10 -
HRHEMEEKE (BX) Other comprehensive income/(loss) for the period 496,840 (417,734)
HRZ2HEKRERE Total comprehensive income for the period 1,994,706 1,204,755
HERBRRERNZEKZAE Total comprehensive income attributable to shareholders 1,994,706 1,204,755
RERIT (B BRAE

CHINA CITIC BANK INTERNATIONAL LIMITED
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Condensed Consolidated Statement of Financial Position

F20194F6 H30H — REHEZ At 30 June 2019 - unaudited
(AB¥ERELL) (Expressed in Hong Kong dollars)
6H30H 12A31H
At 30 June At 31 December
2019 2018
Liks3 BT BT T
Note HK$’ 000 HKS"000
BE ASSETS
BE RERIT » FRIEFTR Cash and balances with banks, central banks and
Hit & RSB ET other financial institutions 13 20,969,197 29,622,486
EIRTT ~ PRIBITREA Placements with and advances to banks, central
TRIEIBN TR R BR banks and other financial institutions 14 52,621,210 52,886,380
AR BEGTAEZS Financial assets at fair value through
TREE profit or loss 15 2,756,147 1,440,532
PTEESRMTAE Derivative financial instruments 16 4,582,402 6,027,833
BPEZREBZEHEMIRE  Loans and advances to customers and other accounts 17 200,726,694 203,829,256
RARBEFAEMEE Financial assets at fair value through other
WS mEE comprehensive income 18 66,568,136 66,977,407
B 2 Interest in associates 19 - 352,151
E IS Property and equipment 20
—REWME - Investment properties 237,662 241,970
— Hi MR - Other premises and equipment 514,448 492,854
FRAEEE Right-of-use assets 2 787,766 -
mILEE Intangible assets 21 609,884 652,210
AT E IR Tax recoverable 26(a) 24,554 8,353
RIETRIBE & Deferred tax assets 26(b) 220,646 413,359
EEAE Total Assets 350,618,746 362,944,791
BERER LIABILITIES AND EQUITY
afE Liabilities
fiﬁ&ﬁﬁﬁAEM%T%E@ Deposits and balances of banks and
Tk other financial institutions 22 3,953,485 2,849,375
LSS ﬁﬂ Deposits from customers 23 273,588,030 285,492,851
PTEZRIA Derivative financial instruments 16 4,834,254 6,543,351
BEBETFRE Certificates of deposit issued 24 3,120,265 3,133,151
BRITEEES Debt securities issued 25 3,402,991 3,408,077
REAHIAEE Current tax liabilities 26(a) 411,759 600,053
ELEFIBAE Deferred tax liabilities 26(b) 6,269 7,940
HtBE Other liabilities 27 9,711,502 8,645,374
BBER Loan capital 28 6,275,259 6,283,542
BEAR Total Liabilities 305,303,814 316,963,714
= Equity
& A Share capital 29(a) 18,404,013 18,404,013
& Reserves 19,140,507 17,496,484
BRREREE Total shareholders’ equity 37,544,520 35,900,497
REIMER LA Additional equity instruments 30 7,770,412 10,080,580
RS Total Equity 45,314,932 45,981,077
EEREEAR Total Equity and Liabilities 350,618,746 362,944,791
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HZE2019F6 A30H IF61E A — REFEZ

Condensed Consolidated Statement of Changes in Equity

For the six months ended 30 June 2019 — unaudited

(AB¥E RELL) (Expressed in Hong Kong dollars)
E 0¥ k% EE fESE B
ERRE ERRE EfEE EE  -RRER (Hi200) BHEIR
Bx  EXfE -REE Exchange  Property Investment BROE Regulatory REER Total  Additional EHMAE
Share Capital ~ General differences revaluation revaluation  Statutory general  Retained  reserves equity Total
capital reserve reserve reserve reserve reserve reserve reserve profits  (note 29(b)) instruments equity
BETn AMTn RMTn BETR B¥Tn BETn BMTn BMTr BETR B%Tn E¥Tn RB%Tn
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000
201 9$1 A8 At1January 2019 18,404,013 6,589 100,000 (63,485) 76,300 (225,266) 58,073 149,500 17,394,773 17,496,484 10,080,580 45,981,077
HEMIF6A0BIL  Changesinequityfor
ol ARER S the six months ended 30 June 2019;
bl Profitfor the period - - - - - - - - 1497866 1,497,866 - 1497866
AR il ey Other comprefensive income fo the perod - - - 3102 10 499,932 - - - 496840 - 496840
BhrEbELE Total comprehensive income
for the period - - - (3,102) 10 499,932 - - 1,497,866 1,994,706 - 1,994,706
HENEROREES  Reloase of esenve upon disposal of property - - - - (65) - - - 65 - - -
REFREN Transterfiom retained profit - - - - - - - - (308022 (308022) 308022 -
TREH—BER Distribution payment for Additional Tier 1
E5ZE Capital Securities (AT Capital Securies) - - - - - - - - - - (308022)  (308022)
—RETESR Redemption of ATT Capital Securities - - - - - - - - (42,661) (42,661) (2,310,168) (2,352,829)
201956308 At30June 2019 18,404,013 6,589 100,000 (66,587) 76,245 274,666 58,073 149,500 18,542,021 19,140,507 7,770,412 45,314,932
%201 8 EW A8 At January 2018 18404013 6,589 100,000 24940 5 (18,767) 58073 149500 17532144 17852534 6173252 42429799
BEWIBFEGA0BLE  Changesinequity for
ol ARERES : the sixmonths ended 30 June 2018;
Fmgd Profit for the period - - - - - - - S 160489 1622489 - 1622489
FnEpzEla Other comprehensive income for the period - - - (20873) - (396,861) - - - 417,734) - (#17,734)
FnrENEEE Total comprehensive income for the period - - - 0B - (%) - S 1602489 1204755 - 075
RExf Dividend pid - - - - - - - - (808431)  (2608437) - (80843))
RERBET Transfer from retained profits - - - - - - - - (168784 (168784 168784 -
THEN—BER Distribution payment for AT1
EHZE Capital Securities - - - - - - - - - - (168784)  (168,784)
R018E6 4308 At30 June 2018 18404013 6,589 100,000 4067 55 (415,628) 58,073 149500 16177412 16080068 6173252 40657333
R018E7A1H At1 July 2018 18404013 6,589 100,000 4,067 5 (415,628) 58073 149500 16177412 16080068 6173252 40,657,333
BEWIBE1A3 Et Changes n equity for
ofEARERE the six months ended 31 December 2018:
Bria Profit for the period - - - - - - - S 1385869 1385860 - 1385869
BREt2ENE Other comprehensive income for the perod - - - ) M 190362 - - - 19905 - 19905
et Total comprehensive income for the period - - ST Teds 190362 - S 1385869 158404 - 15840
BOBON—BERES  Issueof ATI Capial Securities - - - - - - - - - S 338 390738
EaR2EH Transter fiom retained profit - - - - - - - S 068508 (188508 166508 -
TREN-RER Distribution payment for AT1
E5EE Capita Securities - - - - - - - - - - (168508 (168508)
B/Q\ZOW 8&12)% 31H At 31 December 2018 18404013 6,589 100,000 (63,485) 76,300 (225,266) 58073 149500 17394773 1749484 10080580 45981077
RERIT (B BRAE

CHINA CITIC BANK INTERNATIONAL LIMITED



BAGEIRERER Condensed Consolidated Cash Flows Statement

HE2019F6 A30H 6B A — REEFZ For the six months ended 30 June 2019 - unaudited
(B 5 AL) (Expressed in Hong Kong dollars)
BZ6H30H81L6fEA
Six months ended 30 June
2019 2018
BT 5T BT T BT T
Note HK$' 000 HKS$' 000
ARREEBRNESFHE Net cash flows used in operating activities 31(a)  (4,926,553)  (8,144,058)
RE (AR BREEZKMWESEAR  Cash flows generated from/(used in) investing activities
BT AR S Dividends received from equity instruments 2,910 4361
BAMELEREREVEE Purchase of property and equipment and
intangible assets (119,243) (79,073)
HEMZ D EMSHEA Proceeds from disposal of interest in associates 362,218 -
RE(BAR)RELEHNIELFH Net cash flows generated from/(used in) investing activities 245,885 (74,712)
RKE (AR BMEXKEMNESLR  Cash flows generated from/(used in) financing activities
BITEFRE RS HIA Proceeds from loan capital issued 3,908,552 -
BEEBAEAR Payment for redemption of loan capital (3,960,618) -
AR Dividend paid - (2,808437)
EEBEIN—PERFEH Payment for redemption of AT1 Capital Securities (2,358,567) -
SIBEIN—REEREBELEE Distribution paid on AT1 Capital Securities (308,022) (168,784)
THHAEAE Payment of lease liability (155,973) -
Y BEBEITERESHE Interest paid on debt securities issued (149,655) (162,523)
YHEREAFE Interest paid on loan capital (171,145) (205,525)
ARBEXBHNRESFH Net cash flows used in financing activities (3,195,428) (3,345,269
ReRBEESERDFHE Net decrease in cash and cash equivalents (7,876,096) (11,564,039)
R1A1EMNESRESLEBEEE Cash and cash equivalents at 1 January 92,228,603 89,385,112
R6A30AMBRERREEEEE Cash and cash equivalents at 30 June 31(b) 84,352,507 77,821,073
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CHINA CITIC BANK INTERNATIONAL LIMITED

Notes to the Interim Financial Report - Unaudited

(Expressed in Hong Kong dollars unless otherwise indicated)

(1) Basis of preparation

The interim financial report has been prepared in accordance with
Hong Kong Accounting Standard ("HKAS") 34, Interim financial
reporting, issued by the HKICPA. It also contains the disclosure
information required under the Banking (Disclosure) Rules issued by
the Hong Kong Monetary Authority (‘HKMA"). The interim financial
report should be read in conjunction with the annual financial
statements for the year ended 31 December 2018 which have been
prepared in accordance with all applicable Hong Kong Financial
Reporting Standards ("HKFRSs").

The preparation of the interim financial report that conforms with
HKAS 34 requires that management make judgments, estimates
and assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses on a
year-to-date basis. Actual results may differ from these estimates. In
preparing this interim financial report, 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 first time adoption of HKFRS
16 "Leases” ("HKFRS 16") as described in note 2 below.

The financial information relating to the year ended 31 December
2018 that is included in the interim financial report for the six months
ended 30 June 2019 as comparative information does not constitute
the Group'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 Group 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 Group'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 interim financial report has been prepared in accordance with the
accounting policies adopted to be consistent with the 2018 annual
financial statements and corresponding interim reporting period,
which have been prepared in accordance with Hong Kong Financial
Reporting Standards, except for the adoption of new and amended
standards as set out below.
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Notes to the Interim Financial Report — Unaudited

(2)

2.1

2.2

Changes in accounting policies

New and amended standards adopted by the Group

During the current reporting period, the Group had to change its
accounting policies as a result of adopting HKFRS 16, Leases. The
Group has assumed the other amendments to the standards did not
have any significant impact on the Group's accounting policies.

Changes in accounting policies on adoption of HKFRS 16

The Group has lease contracts for various items of properties and
equipment. Before the adoption of HKFRS 16, the Group classified
each of its leases (as leasee) at the inception date as operating lease,
which the leased property or equipment was not capitalised and the
lease payments were recognised as rental expense in the income
statement on a straight-line bases over the lease term. Upon the
adoption of HKFRS 16, the Group applied a single recognition and
measurement approach for all leases that 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 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 impact of the adoption of HKFRS 16 on the Group’s financial
statements and discloses the new accounting policies that have been
applied from 1 January 2019. The Group has applied the simplified
transition approach and adopted the HKFRS 16 from 1 January 2019,
and no restated comparatives required for the 2018 reporting period.
The opening adjustment as at 1 January 2019 arising from the new
lease rules was considered to have no material financial impact on the
Group's current reporting period. The operating lease commitments
disclosed as at 31 December 2018 under HKAS 17 “Leases” was
HK$1,092,383,000, while the lease liabilities discounted using the
interest rate implicit in the lease as at 1 January 2019 under HKFRS 16
was HK$937,130,000. The opening adjustment as at 1 January 2019
arising from the adoption of HKFRS 16 increased both assets and
liabilities by the same amount of HK$937,130,000 and with no effect
on net assets or retained profits.

The new accounting policies of the Group upon adoption of HKFRS
16:

Right-of-use assets

The Group recognises right-of-use asset at the commencement
date of the lease. Right-of-use assets are measured at cost, less
any accumulated depreciation and impairment losses (if any), and
adjusted for any remeasurement of lease liabilities. The cost of
right-of-use asset includes the amount of lease liabilities recognised,
initial direct cost incurred, and lease payments made at or before the
commencement date less any lease incentives received. Right-of-use
asset is depreciated on a straight-line basis over the shorter of its
estimated useful life and the lease term.

SE-NEREERE
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Notes to the Interim Financial Report — Unaudited

2) EFEENEE (£)

(2) Changes in accounting policies (continued)

22 HH(ERBMBHREER)F 16585 HETT 2.2 Changes in accounting policies on adoption of HKFRS 16

2.3

BURMMEET (42) (continued)
HESE Lease liabilities

EREREY A SEERRERE  &HE
SFHEBOE R RORE B - IR
BIEEE RS EAREEE B
BRI B 2 AT T B (A R SR
BRIBEERRT NS - 3 FAEM
REORUER - MRAEREENHET S
% - R EERERGAEARBERAE -
MEMKESHE  NREYK  BEREH
R EXEDEREEMR  NENHEE
S8 ENRTSH -

REBRRRR W ERPEZNEHE

AEENEAREENHEHERENRESHE
AR EIAREE

At the commencement date of the lease, the Group recognised
lease liabilities measured at the present value of lease payments
to be made over the lease term. The lease payments include fixed
payments less any lease incentives receivable, variable lease payments
that depend on an index or a rate, and amounts expected to be paid
under residual value guarantee. In calculating the present value of
lease payments, the Group uses the incremental borrowing rate at the
lease commencement date if the interest rate implicit in the lease is
not readily determinable. After the commencement date, the carrying
amount of lease liabilities is remeasured if there is a modification, a
change in the lease term, a change in the in-substance fixed lease
payments.

2.3 Amounts recognised in the statement of financial position and

income statement
The carrying amounts of the Group's right-of-use assets and lease
liabilities and the movements during the period:

ERAREEE
Right-of-use assets

HEmE WAERE HEas

Leased Office 4z Lease

properties equipment Total liabilities

BT IT BT IT BT IT BT IT

HKS$"000 HKS$'000 HK$"000 HKS$ 000

R2019F181H At 1 January 2019 937,093 37 937,130 937,130
wELH Depreciation expense (149,499) (16) (149,515) -
FEZH Interest expense - - - 16,662
(NEN Payments - - - (155,973)
Rk Exchange adjustments 150 1 151 161
20196 H30H At 30 June 2019 787,744 22 787,766 797,980

010 FIFIRT (EIFR) BIRAF
CHINA CITIC BANK INTERNATIONAL LIMITED
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Changes in accounting policies (continued)

Amounts recognised in the statement of financial position and
income statement (continued)
The amounts are recognised in the income statement:

BZE2019F
6A30H6fEA
Six months ended
30 June 2019
BET T
HK$000

EREEENTE
HERENF S

Depreciation of right-of-use assets
Interest expense on lease liabilities

149,515
16,662

166,177

ERMCEBYBRELR) F 16RO E
ms - EAEEE HERELABERD
BEMFARREELRE  AEDER
[EAl ] 2 BB D BRI ER B RV A RIS

EEEFHEE R E
BERGHERERERN SN HERYE
A A B

& B 7H S HARR HEE A T AT RE eV A E 1
R - ARG IBHEE 1T (0 & 2 P
ENEAHETERES  IMRELESTE
PTREIR R R PR & RO AT AR AR LA
KA HE R - AEBBEL A AR
BRIBITHRENRER - YRR EZE
FIEHBRE  AEETEFNRIELSEE

o s B EMEREHHEHTER

TTRBHE BN AEBSERNH
HEH -

2.4

For the impact on the adoption of HKFRS 16, the right-of-use
assets, lease liabilities and related profit or loss have been properly
included in corporate assets or liabilities, and corporate expenses
which grouped under “Others” segment for segmental disclosure
information.

Critical accounting estimates and judgements

Significant judgement in determining the lease term of contracts
with renewal options

The Group determines the lease terms as the non-cancellable term of
the lease, together with any periods covered by an option to extend
the lease if it is reasonably certain to be exercised, or any periods
covered by an option to terminate the lease, if it is necessary certain
not to be exercised.

Subsequent to the commencement date, the Group will need to
apply judgement in evaluating whether it is reasonably certain to
exercise the option to renew. That is, it considers all relevant factors
that create an economic incentive for it to exercise the renewal.
Moreover, the Group will reassess the lease term if there is any
significant event or changes that affects its ability to exercise the
option to renew.

SE-NEREERE
Interim Report 2019
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% EEWERE - RMBEEE - AR
RIS R/ N RIRTTRTS - MR EERBE R
FLAERTT o

MERREMSEHBRRERIMNERF R
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TEE -

Hih ¥ BT EREREERGREMAEGR
B EEHIA RS - AT R (B ESH

RORHEMS - KEWANDERIBEA
ERE R BRI R R E SRS D BRI
DEL o AR DB RIBIEE XD #HE
ERARAEBEEESELTERTEEED

2 -

R2018F THF » AEBEERENEERR
ERERENENMEE - BT TRKEE
2 R LA TS LD TR 5% + A
EEEREBENGTHE - HEEFINEE
EIEEEE2019F 6 A30 HREHM MM —
ﬁ °

FRIEIRTT (EIFR) AR AR

CHINA CITIC BANK INTERNATIONAL LIMITED

Notes to the Interim Financial Report — Unaudited

(3) Segment reporting

Segment information is prepared consistently with reportable
segments. Information is regularly reported to the chief operating
decision-maker, including management committee members, to
allocate resources to the segments and to assess their performance.
The Group has identified the following four main reportable
segments:

Wholesale banking business includes wholesale banking business in
Hong Kong and overseas branches, and China banking. Wholesale
banking mainly comprises corporate lending and syndicated loans,
trade financing, deposit account services and cash management.
Overseas branches include the management office unit in Hong Kong
and the branches operated overseas. China banking mainly includes a
subsidiary bank in China.

Personal and business banking mainly comprises deposit account
services, residential mortgages, other consumer lending, credit card
services and Small and Medium Enterprises (‘SMEs") banking business,
wealth management services and private banking.

Treasury and markets covers the provision of foreign exchange
services, money market activities, the management of investment
securities and central cash management.

Others mainly comprises unallocated revenue and expenses, head
office and corporate expenses.

For the purpose of segment reporting, the allocation of operating
income reflects the benefits of funding resources allocated to the
business segments based on the internal funds transfer pricing
mechanism. Cost allocation is based on the direct costs incurred
by the respective business segments and the apportionment of
overheads on a reasonable basis to the business segments.

In the second-half year of 2018, the Group had revised certain
allocation methods of some income and expenses among different
operating units in preparing the information reported to the Group's
senior executive management for the purposes of performance
assessment. Corresponding amounts have been revised on a basis
consistent with the segment information presented for the period
ended 30 June 2019.
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() ZWER (&) (3) Segment reporting (continued)
(@) A2 EB (a) Reportable segments
BZE2019F6H30A1L61HA
Six months ended 30 June 2019
BAR
AR RAT HER
DRIEK Personal BRET5
Wholesale  and business  Treasury and Hite &8
banking banking markets Others  Consolidated
BETT BETT BETT BETT BETT
HK$' 000 HK$' 000 HK$’ 000 HK$' 000 HK$' 000
;%%uauyx\ Net interest income 1,854,984 899,703 278,164 155,663 3,188,514
EipE2lA /(i) Other operating income/(expenses) 327,151 525,880 324,208 (152,212) 1,025,027
ﬁ%LAQﬁF@EJr)\ﬁﬁﬂiEWE Net gain on disposal of financial assets at fair

meREEFE value through other comprehensive income 7,152 - 28,714 - 35,866
TBEWA Operating income 2,189,287 1,425,583 631,086 3,451 4,249,407
BEY Operating expenses (264,821) (412,880) (91,794)  (1,031,286)  (1,800,781)
DERAEL (), WA Inter-segment (expenses)/income (212,919) (304,153) (104,601) 621,673 -
NBRREEERN Operating profit/(loss)

BERR/(B%) before impairment 1,711,547 708,550 434,691 (406,162) 2,448,626
SREEBRNEEER Expected credit losses on financial assets (599,124) (14,048) 67,588 (949) (546,533)
HiEERERK Impairment losses on other assets (74,029) - - - (74,029)
"EHR /(B%) Operating profit/(loss) 1,038,394 694,502 502,279 (407,111) 1,828,064
HEME REEFER Net loss on disposal of property and equipment (19) (125) - (2,486) (2,630)
BENEEE G Revaluation gain on investment properties - - - 7,073 7,073
[t Share of profit of associates - - - 841 841
ﬁ'ﬂ P E NS Gain on disposal of interest in associates - - - 9,226 9,226

ESAEREREL Loss on partial redemption of loan capital - - - (58,995) (58,995)
BanaR /(B%) Profit/(loss) before taxation 1,038,375 694,377 502,279 (451,452) 1,783,579
s Income tax - - - (285,713) (285,713)
RN/ (B%) Profit/(loss) for the period 1,038,375 694,377 502,279 (737,165) 1,497,866
HivpHER - Other segment items:

WEREH Depreciation and amortisation 30,624 10,428 1,829 246,312 289,193
201956 A30H
At 30 June 2019
HttAHHEE Other segment items:
PHEE Segment assets 152,495,959 57,610,494 163,504,558  (22,992,265) 350,618,746
NEaE Segment liabilities 140,874,786 166,191,419  15507,874  (17,270,265) 305,303,814
HNEE AR Capital expenditure during the period 14,754 32,172 12,232 60,085 119,243

SE-NEEEERE 013
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Notes to the Interim Financial Report — Unaudited

(3) Segment reporting (continued)

(@) Reportable segments (continued)

BZ201856A30A k6 A (i)
Six months ended 30 June 2018 (Restated)

AAR

AR HER

INCIES; Personal BRI G
Wholesale  and business  Treasury and it ENe
banking banking markets Others  Consolidated
BT BETT BT BETT BETT
HKS'000 HKS' 000 HKS' 000 HKS' 000 HKS' 000
FRBBA Net interest income 1,985,583 867,466 329,074 120,788 3303111
EipE2lA /(i) Other operating income/(expenses) 557,747 398,620 249,902 (157,019) 1,049,250

HEURABEGTAEMZEUEE  Net gain on disposal of financial assets at fair

meREEFE value through other comprehensive income 3821 - 6,115 - 9,936
‘EWA /(BX) Operating income/(loss) 2,547,151 1,266,086 585,291 (36,231) 4,362,297
LETH Operating expenses (276,474) (385,210) (58,316) (897,443) (1617,443)
PEMAZEWA /() Inter-segment income/(expenses) (190,061) (273,130) (65,637) 528,828 -
MR EEERN Operating profit/(loss)

KRR/ (B%) before impairment 2,080,616 607,746 461338 (404,846) 2,744,854
SHEERHEERE Expected credit losses on financial assets (633,029) (18,595) (88,074) (1,332) (741,030)
EtBERERX Impairment losses on other assets (32,000) - - - (32,000)
BERR /(8% Operating profit/(loss) 1415587 589,151 373,264 (406,178) 1971824
HEME REEFER Net loss on disposal of property and equipment - (527) - - (527)
REMESHEL Revaluation loss on investment properties - - - (170) (170)
BanaR /(B%) Profit/(loss) before taxation 1415587 588,624 373,264 (406,348) 1971127
s Income tax - - - (348638) (348638)
RN/ (B%) Profit/(loss) for the period 1415587 588,624 373,264 (754,986) 1,622,489
HivpHER - Other segment items:

& Depreciation 7,966 7823 281 84430 100,500
2018F12A31H
At 31 December 2018
HivpHER - Other segment items:
PEEE Segment assets 163,587,847 52026341 176523533 (29,392030) 362,944,791
PHEE Segment liabilities 163,196,201 159,124,190 19,289,708 (24,646,385) 316963714
FNHEBEARRY Capital expenditure during the year 18,179 62,209 3,960 4325520 516,868

014] ifFRIT (EIFR) BIRD A

CHINA CITIC BANK INTERNATIONAL LIMITED
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() ZWER (&) (3) Segment reporting (continued)
(b) BEHER (b)
BEHEMNITEBRENBATNEEZER
FRiEh®: - SHRAEMEFAIKEERE
BARNARITREDTTAUE TIARKE -

Geographical information

The geographical information analysis is based on the location of
the principal operations of the subsidiaries, or in the case of the Bank
itself, the location of the branches responsible for reporting the results

or booking the assets and liabilities.

BZ6A30R1L6fEA
Six months ended 30 June

2019 2018 2019 2018

BADER A= F "EWRA EWA

(%) (%) () (ZH)

Profit/(loss) Profit/(loss) Operating Operating

before taxation before taxation income/(expense) income/(expense)

BT T BT T BT T AT T

HK$’ 000 HK$’ 000 HK$’ 000 HK$' 000

Bk Hong Kong 1,839,336 1,864,017 3,905,261 3,955,728
B g i Mainland China (119,363) (65,402) 75,324 134,997
5 United States 85,147 116,269 128,366 140,285
Hrhnig Singapore (43,262) 47,333 105,608 98,559
Hit Others 21,737 9,052 34,864 32,870
o EEIE B Inter-segment items (16) (142) (16) (142)
1,783,579 1,971,127 4,249,407 4,362,297

20194 20184F 20194 20184F

6H30H 12H31H 6H30H 12H31H

At 30 June At 31 December At 30 June At 31 December

2019 2018 2019 2018

BEE mEE BmeE FER=RE

Total assets Total assets Total liabilities Total liabilities

BET T BET T BT T BT T

HK$’ 000 HKS' 000 HK$’ 000 HK$' 000

B Hong Kong 334,745,875 350,012,740 289,899,428 304,619,968
A B A Mainland China 10,918,616 8,964,339 9,563,499 7,477,234
K United States 10,215,028 13,509,382 10,045,854 13,276,532
Fnig Singapore 12,843,593 12,425,457 12,879,774 12,402,980
) Others 2,350,899 2,790,436 2,337,927 2,749,565
7 HBEIIE B Inter-segment items (20,455,265) (24,757,563) (19,422,668) (23,562,565)
350,618,746 362,944,791 305,303,814 316,963,714

SE-NFEEERE
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4) NNEWMARFIEZH (4) Interestincome and interest expense
(@ FEWA (@) Interestincome
BZ6H30H1L6@A
Six months ended 30 June
2019 2018
BT T T T
HKS$’' 000 HKS$ 000
Lm#ESH Listed securities 583,445 556,487
JELETES Unlisted securities 322,321 264,114
TEERIT R HoAth & m A% Balances and placements with banks and
EOFCYEYSREEN other financial institutions 710,840 629,289
BN EMERTE () Advances and other accounts (Note) 4,504,924 3,991,292
BN BER 8 2m H nterest income on financial assets that are not
FRARBETAEREN | f | h
SREENFEWA at fair value through profit or loss 6,121,530 5,441,182
5 Note:
7201946 A30H L6E A © FlEUk A SR Included in the above is interest income accrued on impaired financial assets
M /Sh VL,
(B4 BE 2 ) SR 8 A B 602 165,000 7T of HK$22,165,000 (six months ended 30 June 2018: HK$27,216,000), which
A s =1 VI&a T / , ,
(201846 B30 H IF6EH : 827 216,0005T) » includes interest income of HK$17,499,000 for the six months ended 30 June
53 216,
Hrh O A0 HE B 20 (4B S 4 B R 3] A0 I S U A 2019 (six months ended 30 June 2018: HK$24,764,000) on unwinding of the
>= H AR =R D o / . . .
W17 499 0007 (2018456 A30 B IF6{E A © &% discount on loan impairment losses.
24,764,0007T) °
(b) FEZH (b) Interest expense
HZE6H30H161EA
Six months ended 30 June
2019 2018
BT T BT
HKS$' 000 HKS"000
B RITREAMES S Deposits from customers, banks and
TR N B other financial institutions and others 2,598,072 1,809,025
BT FRE Certificates of deposit issued 45,401 39,792
EEITEBES Debt securities issued 77,689 82,909
EEITERER Loan capital issued 211,854 206,345
LA EE ABm Interest expense on financial liabilities that are not
NEeRBENF BT at fair value through profit or loss 2,933,016 2,138,071

PIERAT (BRR) BRAF
CHINA CITIC BANK INTERNATIONAL LIMITED
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FEARAESKA (5) Net fee and commission income
BZ6H30R1L6fEA
Six months ended 30 June
2019 2018
BET T BETIT
HK$’ 000 HKS' 000
ERARASUA Fee and commission income
RREBMAR Bills commission 37,811 44,146
EARHAEBYA Card-related income 20,067 18,851
R1T IR Banking services 254,289 215,490
RBe Insurance 327,332 188,738
WENEBEREER Investment and structured investment products 81,571 99,150
BER B LMEER Loans, overdrafts and facilities fees 120,064 270,284
) Others 195 350
841,329 837,009
ERNMAEEIH Fee and commission expense (57,317) (47,275)
784,012 789,734
Hep Of which:
FEANMESWA (TNEFERIEETE  Netfee and commission income (other than the
BEBRMNENSE) BRI amounts included in determining the effective
AR EBEFAEREREN interest rate) relating to financial assets and
TREEKAE liabilities not at fair value through profit or loss:
—BRARASBA — Fee and commission income 177,942 333,281
—BFMMAESH — Fee and commission expense (18,144) (13,208)
159,798 320,073
BB WA (6) Net trading income
B Z6H30H16fEA
Six months ended 30 June
2019 2018
BET T BT
HK$’ 000 HKS'000
B EIMNEREIRIB R Gains less losses from dealing in foreign currencies 146,944 262,546
BENUAREEABR Gains less losses from financial assets
B & mE ErRERIE R at fair value through profit or loss 54,917 (24,184)
HEtBEHFEBREMIBA Gains less losses from other dealing activities 2,740 (48,804)
T HEEFENBWA S (ZH) Net interest income/(expense) on trading activities
— k™ — Listed 25,333 22,139
—JLEm — Unlisted (2,881) 24,017
227,053 235,714

SE-NFEEERE
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Notes to the Interim Financial Report — Unaudited

(7) Net hedging (loss)/gain

BZ6A30H1t6MEA
Six months ended 30 June
2019 2018
BT T BT
HK$’ 000 HKS$ 000
NREELRF (BX), W Net hedging (loss)/gain on fair value hedges
— BB PR A ERIE BT - Net gain/(loss) on hedged items attributable

Wz, (BK) to the hedged risk 107,771 (23,852)
—$ T REF (BRI — Net (loss)/gain on hedging instruments (110,778) 28,196
(3,007) 4,344

(8) HEUAREEFARMEZEKIEN

(8) Net gain on disposal of financial assets at fair value

TREEFRE through other comprehensive income
B Z6H30B1L6fEA
Six months ended 30 June
2019 2018
BET T BT T
HK$’ 000 HKS$' 000
FRFEEBERMNFEH N E Net revaluation gain transferred from reserves 35,391 11,120
REIE ARG (1BK) Net gain/(loss) arising in current period 475 (1,184)
35,866 9,936
(9) Hth&EWA (9) Other operating income
BZ6H30B81L6M@A
Six months ended 30 June
2019 2018
BET T BT T
HKS$’ 000 HKS$' 000
A& SWA Dividend income
— EWmig#&E — Listed investments - 201
—JELETIRE — Unlisted investments 2,910 4,160
WEMERSWAREE W Rental income from investment properties
785 149,0007T (20186 A30H 1B less direct outgoings of HK$49,000
6fE A - ##150,0007T) (six months ended 30 June 2018: HK$150,000) 3,051 2,710
EHit Others 11,008 12,387
16,969 19,458

018) RIFIRT (EIFR) BIRAF
CHINA CITIC BANK INTERNATIONAL LIMITED
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Notes to the Interim Financial Report — Unaudited

(10) Operating expenses

BZ6A30H1t6MEA
Six months ended 30 June
2019 2018
BT T BT
HK$’ 000 HKS$' 000
(a) BT RA (a) Staff costs
Fe kHME TR Salaries and other staff costs 1,077,078 981,123
RRE BN Retirement costs 57,426 53,456
1,134,504 1,034,579
(b) EREH (b) Depreciation and amortisation
M R EEITE (F5E20) Depreciation — property and equipment (note 20) 50,638 100,500
FREEENE (WE2) Depreciation — right-of-use assets (note 2) 149,515 -
E A EEE (HE21) Amortisation - intangible assets (note 21) 89,040 -
289,193 100,500
(c) HibRE X (c) Other operating expenses
E Y& g Property and equipment expenses
(TEEE) (excluding depreciation) 155,096 286,856
Z AN B & Auditors’ remuneration 4,945 4,031
BEE Advertising 29,310 26,723
BB - BRI RXEA M Communication, printing and stationery 57,729 53,780
FRREXEER Legal and professional fees 33,255 25,168
Ht Others 96,749 85,806
377,084 482,364
R B Total operating expenses 1,800,781 1,617,443

SE-NEEEERE
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(11) Expected credit losses on financial assets

tHEEEHEEEAER (EE) Expected credit losses (“ECL”) charged/(written back) on financial
assets
B ZE2019F6H30H1L6{EA
Six months ended 30 June 2019

F1RER F2M R FIR R FobG)

Stage 1 Stage 2 Stage 3 Total

BT T BT T BT T BT T

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

FESRTT ~ FRRERTT I
Hib & mgEnesT
Eﬁﬂ FRERTT R

Balances with banks, central banks
and other financial institutions (12,516) - - (12,516)
Placements with and advances to

H o B R 750 banks, central banks and other
EEN financial institutions (3,607) - - (3,607)
BEERNE Loans and advances to customers (105,283) (344,896) 1,076,085 625,906
HAnBRIE Other accounts (482) - - (482)
AREEFAEMEE  Financial assets at fair value through
s EmEE other comprehensive income 10,011 - (60,830) (50,819)
B R KR Loan commitments and guarantees
(B A & B MoRE) (included in contingent liabilities
and commitments) 2,888 - - 2,888
(108,989) (344,896) 1,015,255 561,370
Ug o] 458 Recoveries (14,837)
546,533

#HZ=2018%F6 308 LL6fil A
Six months ended 30 June 2018

FIRER F2MEER FEIMEER 4%
Stage 1 Stage 2 Stage 3 Total
BT IT BT T BT BT
HKS' 000 HKS' 000 HKS 000 HKS' 000
TEIRTT ~ PRIBITR Balances with banks, central banks
B msEngT and other financial institutions (39) - - (39)
TEERIT ~ RRIRITR Placements with and advances to
HAith & Bg#E RN TR banks, central banks and other
JE=TN financial institutions (5,309) - - (5,309)
BEPFERRBR Loans and advances to customers (170,569) 519,860 350,309 699,600
H i AR1E Other accounts (1,006) (372) 7,762 6,384
AR BET AHM Financial assets at fair value through
FHRENECRMEE other comprehensive income (33,977) 30,072 77,916 74,011
B FORHE RER Loan commitments and guarantees
(BiEBaBEREE) (included in contingent liabilities
and commitments) 187 - - 187
(210,713) 549,560 435,987 774,834
Uy Bl < %8 Recoveries (33,804)
741,030

020] fFRIT (EIFR) BIRD A

CHINA CITIC BANK INTERNATIONAL LIMITED
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(12) Income tax in the consolidated income statement

B Z6H30H1L6fEA
Six months ended 30 June
2019 2018
BT T BT IT
HK$’ 000 HKS$' 000
AHABIE - BENEHR Current tax - Hong Kong Profits Tax
BRI ZEH Provision for the period 189,567 365,594
AHABIIE — HMBLIE Current tax - Overseas
BRI ZEE Provision for the period 31,674 46,544
BEFEHBES (QE), HiZ (Over)/under-provision in respect of prior periods (11,715) 3,388
19,959 49,932
ERERIE Deferred tax
TR ETRRE (#EE) Origination/(Reversal) of temporary differences
(BizE26(b)) (note 26(b)) 76,187 (66,888)
285,713 348,638

R HR AR VU AR IR AR B I TR R AR

Wras B RS -

B RIS T B 18 DA B A 51 P AR B R T 1%
FRE16.5% (B 220186 A30H 1L6@A -
16.5%) 58  BINTTRHTB R BIMEIEA
RREEBERAE BRI T R R -

Taxes on income in the interim periods are accrued using the tax rate

that would be applicable to expected total annual earnings.

countries.

The provision for Hong Kong Profits Tax is calculated at 16.5% (six
months ended 30 June 2018: 16.5%) of the estimated assessable
profits for the period. Taxation for overseas branches and subsidiaries
is charged at the appropriate current rates of taxation in the relevant

SE-NEEEERE
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(13) RERFERT - PRE|TREMBEH (13) Cash and balances with banks, central banks and other
HENER financial institutions
2019%F 20184
6H30H 12HA31H
At 30 June At 31 December
2019 2018
BT T BET T
HKS$' 000 HKS$ 000
B Cash in hand 223,906 224,723
R RERITH AT Balances with central banks 1,231,242 5,673,768
ESRITH T Balances with banks 18,123,609 21,908,657
EHMESBEBENET Balances with other financial institutions 1,400,537 1,837,951
20,979,294 29,645,099
TBEMEERREE — F 1R Expected credit losses allowances — Stage 1 (10,097) (22,613)
20,969,197 29,622,486
BZE 201956 A30 A BIELH RIBITE IS Included in the balances with central banks are balances subject
B 25 1) 7R 5 B PR | 60 B BE 2 B #5322,907,000 to exchange control or regulatory restrictions, amounting to
£ (2018512 H31H 7\%%457,560,000773) ° HK$322,907,000 at 30 June 2019 (31 December 2018: HK$457,560,000).
HZE2019F6 4308 KX2018%F 1283180 » A There were no impaired balances with banks and other financial
EEERITMEMERIEBEN ST ERE institutions at 30 June 2019 and at 31 December 2018.
ETF o
(14) ERT - PR|TREMGESHMEEN (14) Placements with and advances to banks, central banks
FERREBX and other financial institutions
20194 20184
6H30H 12H31H
At 30 June At 31 December
2019 2018
BETT BT
HK$’ 000 HKS' 000
HERITRER Placements with banks 52,505,616 50,781,855
FERITHIRTR Advances to banks 118,814 2,111,352
52,624,430 52,893,207
TREMEEEAEE — F1ER Expected credit losses allowances - Stage 1 (3,220) (6,827)
52,621,210 52,886,380
FHE - Maturing:
—1EAR — Within 1 month 44,626,751 36,216,347
—1EAZ1FA - Between 1 month and 1 year 7,994,459 16,670,033
52,621,210 52,886,380
R2019F6 A30H & 20185% 12 A31H » K& There were no impaired advances to banks and other financial
BERTT R E & pdrE r 2 50 b I SR E institutions at 30 June 2019 and at 31 December 2018.
o

0221 RIFIRT (EIFR) BIRAE
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(15) A DA AREBESAEBZNEMEE

Notes to the Interim Financial Report — Unaudited

(15) Financial assets at fair value through profit or loss

2019%F 20184
6A30H 12H31H
At 30 June At 31 December
2019 2018
BT T BT
HKS$’ 000 HKS$' 000
BEBES Debt securities 2,156,147 944,630
BlE % Treasury bills 600,000 495,389
KREES Investment funds - 513
2,756,147 1,440,532

N EBERNBTHEBNT Issued by:
TRATH4 8 Sovereigns 1,135,648 495,953
SRIT R H b RUIE Banks and other financial institutions 1,067,023 642,997
1% Corporate entities 553,476 301,582
2,756,147 1,440,532
W Listed 2,132,731 931,441
JELT Unlisted 623,416 509,091
2,756,147 1,440,532
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(16) fTTE €T A (16) Derivative financial instruments
(@ FTEIENEREE (@) Notional amounts of derivatives
PTET AERERE BN ZBEEBEESIE Derivatives refer to financial contracts whose value depends on
HHEERETEBENTEEL - BET the value of one or more underlying assets or index. The notional
ENZRBBRRRTHHZ S8 - LK amounts of these instruments indicate the volume of outstanding
FEREE o transactions and do not represent amounts at risk.
UTRAKEERBTFENMETANER SR The following is a summary of the notional amounts of each
M significant type of derivative entered into by the Group:
20196 A30H 2018F12A31H
At 30 June 2019 At 31 December 2018
Hity (B3 Hip (R
BEE) FEEE)
REWEE Others BEE Others
Held for (including held et Held for  (including held ke
hedging for trading) Total hedging for trading) Total
BETT BETT BT T BETT BETT BETT
HK$' 000 HK$' 000 HK$' 000 HKS 000 HKS 000 HKS 000
EX{TETA Currency derivatives
BHR S Forwards - 91,001,438 91,001,438 - 95,174,835 95,174,835
BER5 Swaps - 780,520,290 780,520,290 - 790,579,491 790,579,491
EPN-il:1 Options purchased - 20,465,347 20,465,347 - 15,197,059 15,197,059
E g Options written - 20,074,349 20,074,349 - 14,869,761 14,869,761
F=TETR Interest rate derivatives
EHRHERS Forwards/Futures - 4,984,426 4,984,426 - 23,169,653 23,169,653
BHERS Swaps 4,161,032 663,871,586 668,032,618 9,545,458 255,835,562 265,381,020
4,161,032 1,580,917,436 1,585,078,468 9,545,458 1,194,826,361 1,204,371,819
REEEAEENAMTAELEEAR - Tl'radmg mclud§§ the Ghror:ip's p;opne:}ary p05|'t|onsf in financial
4T B A 5 1S s B R E B T ]lcnstruments, pOSItIOCTS w klc ans; rom td e e><'e.cut|onko trade orders
AR - LR A A B T E T rom customers and market making, and positions taken in order to
HE AR o hedge other elements of the trading book.

024 RIFIRT (EIFR) BIRAF
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(16) FTEERMIE (&)

Notes to the Interim Financial Report — Unaudited

(16) Derivative financial instruments (continued)

(b) FTETAMNAAEBEREERBMEZE (b)  Fair values and credit risk-weighted amounts of derivatives
201956 A30H 20185124318
At 30 June 2019 At 31 December 2018

FERR =ERR

AREE AREE S “rEE DREE InfEEER

BE =R Credit risk- BE BE Credit risk-

Fair value Fair value weighted Fair value Fair value weighted

assets liabilities amount assets liabilities amount

BETR BETR BETR BETTT AT BT

HK$’ 000 HK$’ 000 HK$’ 000 HKS'000 HKS'000 HK$'000

EXR{TETH Currency derivatives 3,411,709 3,631,613 5,903,197 5,453,679 6,066,637 7,492,494

FEFTETE Interest rate derivatives 1,170,693 1,202,641 416,732 574,154 476,714 358,462

4,582,402 4,834,254 6,319,929 6,027,833 6,543,351 7,850,956

EERBNESELERRGRITE (BXK) The credit risk-weighted amount is the amount which has been

BRADEBAEATREMER - WHRARR S calculated in accordance with the Banking (Capital) Rules on capital

HFENPBAOA R EBNER TEE - AR adequacy, and depends on the status of the counterparty and the

STHEER - MXRRHMITE T ES L ER maturity characteristics. The risk weights used range from 0% to 150%

DIREFRO0% = 150% 7% (20184F 12 A31 8 - (31 December 2018: 0% to 150%) for exchange rate, interest rate and

0%ZE150%) - NEBIR G HEHANET L IEE other derivatives contracts. The Group did not enter into any bilateral

SFRAELTH Ft 0 FEEE R AR netting arrangements during the period, and accordingly, these
HI7R o amounts are shown on a gross basis.

(0 EERHTIANTEIANAAEE (c) Fair value of derivatives designated as hedging instruments

AT RSB EENRENITE T ARE
miBRIE SRR EBEMRE

The following is a summary of the fair value of derivatives held for
hedging purposes by product type entered into by the Group:

201956 A30H 20185124311

At 30 June 2019 At 31 December 2018
AREE AREE NREE AREE
BE afE BE B81E
Fair value Fair value Fair value Fair value
assets liabilities assets liabilities
BETT  EMTI BT B%Tx
HK$' 000 HK$’000 HK$'000 HKS 000

FZEEH Interest rate contracts

— AR EEE — Fair value hedge 29,010 51,272 109,770 8,944

DNh EELHE EREAEREETEEF
FAELABN DA BERTSFERBT
IR B (0 FI s ] o

Fair value hedges principally consist of interest rate swaps that are
used to protect against changes in the fair value of certain fixed rate
assets or liabilities due to movements in the market interest rates.
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(16) fTHESMI A (&) (16) Derivative financial instruments (continued)

(d FTETEMNBRTFER (d) Remaining life of derivatives
TREHEAEERZEABIIEEN RN The following tables provide an analysis of the notional amounts of
ERNRTEEREAR) SloITAETIA the Group's derivatives by relevant maturity grouping, based on the
BERESEIN remaining periods to settlement at the end of the reporting period:

201946 A30H

At 30 June 2019
BRTFHNERSHE
Notional amounts with remaining life of
1EEESF

s 1EHUT  Over1year 5EL

Total 1 yearorless to5years Over5 years

BET T BET T BET T BET T

HK$' 000 HK$’ 000 HK$’ 000 HK$’ 000

EXTETA Currency derivatives 912,061,424 883,408,414 28,653,010 -
FETETHE Interest rate derivatives 673,017,044 508,128,730 158,038,957 6,849,357

1,585,078,468 1,391,537,144 186,691,967 6,849,357

2018412 H31H
At 31 December 2018

BRTFHNERSRE
Notional amounts with remaining life of
1F A EZE5F
Fek TFFAT Over 1 year SEME
Total 1 yearor less to 5 years Over 5 years
BETT BETT BETT BT T
HKS' 000 HK$' 000 HK$' 000 HK$' 000
ERHTETHE Currency derivatives 915,821,146 885,809,533 30,011,613 -
FIERTETER Interest rate derivatives 288,550,673 201,443,738 84,152,843 2,954,092
1,204,371,819  1,087,253,271 114,164,456 2,954,092

026 HIFIRAT (EIFR) BIRAF
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(17) EFERRBR K HEAMIRE (17) Loans and advances to customers and other accounts
(a) EFEFRBIKHEMREREHRESER (@) Loans and advances to customers and other accounts less
kO REEE expected credit losses/impairment allowances
2019%F 20184
6A30H 12H31H
At 30 June At 31 December
2019 2018
BT T BT T
HK$’ 000 HKS' 000
REERRBREEE Gross loans and advances to customers 197,527,235 201,819,882
— TBHEEBEAER — Expected credit losses allowances (2,945,008) (2,658,398)
194,582,227 199,160,984
H A ARIE Other accounts 6,183,020 4,785,508
— R = BB R — Expected credit losses allowances (38,553) (39,036)
— &R FE BB — Individually assessed impairment allowances - (78,200)
6,144,467 4,668,272
200,726,694 203,829,256
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(17) EFERRBRRHMIRE (&)

(b) BITESTNEFERRER (b)
A MREBEITRETHN N RRIESE BT

RANDBEERIED

Notes to the Interim Financial Report — Unaudited

(continued)

and definitions used by the HKMA.

(17) Loans and advances to customers and other accounts

Loans and advances to customers analysed by industry sectors
The following economic sector analysis is based on the categories

201956 A30H 2018F12A31R
At 30 June 2019 At 31 December 2018
EEERH HEERD
BFER EPEX
BEFEX REXK EPEXR KRB
RBREHE HEADR BB BEFNE
Gross loans % of gross Gross loans % of gross

and advances
to customers

loans and
advances to

and advances loans and

to customers advances to

BETT customers BT customers
HK$’ 000 by collateral HKS'000 by collateral
T4 w Industrial, commercial and financial
- MEER - Property development 4,263,124 48 4,584,774 44
—WEIRE - Property investment 17,180,154 94 17,289,399 91
—SReE - Financial concerns 17,594,458 17 18,058,392 24
- BERERL - Stockbrokers 1,150,000 28 3,131,658 9
—HERTEX - Wholesale and retail trade 9,052,223 74 9,156,964 77
— B - Manufacturing 10,563,932 30 12,099,051 22
— Bl BRRE ~ Transport and transport equipment 453,566 97 1,537,234 28
—REEH ~ Recreational activities 2,884,513 3471434 11
— BHEHE - Information technology 6,708,684 6 6,674,493 5
— Hfth - Others 12,453,015 67 9,364,279 79
EN Individuals
- BEIEEEHERE] - — Loans for the purchase of flats
[(MABEE2ERE under the Home Ownership
HERTHEBERE Scheme, Private Sector
HEMEFER Participation Scheme and
Tenants Purchase Scheme 23,674 100 22413 100
—BEHMEEWMENETR - Loans for the purchase of other
residential properties 16,422,782 100 15,560,640 100
— ERAREK - Credit card advances 450,725 - 506,195 -
—Hft - Others 13,406,142 91 10,983,726 91
EEBFRANERR Gross loans and advances for use
BRETE in Hong Kong 112,606,992 62 112,441,152 59
HHRE Trade finance 5,233,898 29 4,325,261 37
TR BIME AR ER Gross loans and advances for use
ELE Gk outside Hong Kong 79,686,345 23 85,053,469 25
EFERRBRHEE Gross loans and advances
to customers 197,527,235 45 201,819,882 44

028] ifZRIT (EIFR) BIRDA)
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(17) EFERREBR R HMERE (42) (17) Loans and advances to customers and other accounts
(continued)
(0 EXNBRNEREAENRHEEELESE (c) Reconciliation of gross carrying amount and ECL allowances for
HE R loans and advances to customers
2019
F1ER PN F3ER B
Stage 1 Stage 2 Stage 3 Total

KEAE REEE KEAE BHRE REAE BHRE FEAE L

Gross BAER Gross BRER Gross BAER Gross BAER
carrying ECL carrying ECL carrying ECL carrying ECL
amount  allowances amount  allowances amount  allowances amount allowances
A8 A8 B8R B8R A8 B8R AR AR
HK$'000 HK$' 000 HK$'000 HK$'000 HK$' 000 HK$' 000 HK$' 000 HK$' 000

201915818 At 1 January 2019 184,853,695 631,370 15250049 1628226 1,716,138 399302 201819882 2,658,898
I Transfer;

o AL - Transfer to Stage | 2,526,492 7064 (2,526,491) (7,064) (1) - - -
B E - Transfer to Stage 2 (4,836,649) (65069) 4,836,887 65,161 (238) (92) - -
-BAEIRE - Transfer to Stage 3 (195,919) (149)  (1,562,291) (7131,116) 1,758,210 731,265 - -

BREREL AL Netremeasurement of ECL
EEBREESESN  allowancesarising from

HERE transfer between stage - (5.916) - 164,376 - 41,255 - 199,715
SBEERE /(BRI Netfinancial assets originated/

EAAER)FE  (derecognised or repaid) (393,246) 64,570 (3,159,187) (4,521) (#17,917) (39761)  (3,970,350) 20,288
BR2YMER Changes in risk parameters

Ey and model inputs - (105,783) - 168,268 - 343,418 - 405,903
BFEERLNE  Unwinding of discount on loan

E% (WiF4) impairment losses (Note 4(a)) - - - - - (17,499) - (17,499)
Pk Amounts written-off - - - - (322,297) (322,297) (322,297) (322,297)
2019 6530R At 30 June 2019 181,954,373 526,087 12,838,967 1283330 2,733,895 1135591 197,527,235 2,945,008
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(17) EFERRBRRHMIRE (&)

(0 EXNBRNEEAENEMEEREAES

Notes to the Interim Financial Report — Unaudited

(17) Loans and advances to customers and other accounts

(continued)

(c) Reconciliation of gross carrying amount and ECL allowances for

S ER (22 loans and advances to customers (continued)
2018
F1R& Bl B, a8
Stage 1 Stage 2 Stage 3 Total
FHER BEfEE FHER BHEE FHSE EHEE FHGE BEEE
Gross BRER Gross BREE Gross BREE Gross BRER
crying ECL crying ECL carying ECL carying ECL
amount allowances amount allowances amount allowances amount allowances
RETT BB BB BB BB BB BB BB
HK$"000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
018%F1 A1H At 1 January 2018 186,086,040 875,989 7,136,270 739,345 2464012 1,176,687 196,286,922 2,792,021
&y Transfer;
o AL - Transfer to Stage | 2,18 2657 (221118) (26257) - - - -
-E\FRG - Transfer to Stage 2 (9,257475) (86,059) 9257712 86,29 (237) (237) - -
-E\EkA ~Transfer to Stage 3 (284,177) (2591  (1,627,21) (223318) 191,388 225,900 - -
BREHEL7AS  Netremeasurement of ECL
EEBREESEN  allowances arising from
HERE transfer between stage - (24599) - 1328039 - 144954 - 1448394
SBEERE/(BRIE Netfinancial assets originated/
BRLER) FE (derecognised or repaid) 8088469 15,225 10479 (98601)  (1,302,331) (166,089) 6,890,934 (249,555)
ER2ERER Changes in risk parameters and
HEEY model inputs - (171972) - (176,789) - 418,138 - 69,378
EFEERR Unwinding of discount on loan
FREH impairment losses - - - - - (43,366) - (43,366)
e Amounts written-off (880) (880) (400) (400 (1356604 (1356604 (1357974 (1357.974)
018F12A318 At 31 December 2018 184,853,695 631,370 15,250,049 1628226 1,716,138 399,302 201,819,882 2,658,898
(d) REEFEFERRBI (d) Impaired loans and advances to customers
20194 20184F
6H30H 12A31H
At 30 June At 31 December
2019 2018
BT T BT
HK$’ 000 HKS"000
BEXFERRBRERE Gross impaired loans and advances to customers 2,733,895 1,716,138
TERE BB R R — F3MER Expected credit losses allowances — Stage 3 (1,135,591) (399,302)
1,598,304 1,316,836
BEERMBREELEFLERE  Gross impaired loans and advances as a % of
PREBEENE D E total loans and advances to customers 1.38% 0.85%

030 FIFIRAT (EIFR) BIRAF
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(17) EFERRBRKREMERE (&)

(17) Loans and advances to customers and other accounts

(d)

BEEFERRBR (&)

REREFERRBRNTEEEERER
FE  BETERERARO ] ZREER
7E#1,541,676,0007T (2018512 A318 1 &
#51,587,943,0007T) ° FTisEFmEEBRREE
EREEDFELEER R AEERR

(d)

(continued)

Impaired loans and advances to customers (continued)

Collateral amounts of HKS1,541,676,000 (31 December 2018:
HK$1,587,943,000) have been taken into account in respect of the
assessment of the expected credit losses allowances on impaired
loans and advances to customers. Collateral mainly comprises
mortgages on residential or commercial properties and cash placed

% o with the Group.
HEPERRBRBTE 0% L - WiE(E An analysis of impaired loans and advances to customers by individual
MERAESBARERT P ER KBRS loan usage, which accounted for 10% or more of the gross loans and
m advances to customers, is as follows:
201966 A30H
At 30 June 2019
BEEF
E1RRER E2MRER E3IRE EBRERER
FEHIREE FEHREE FEHREE Impaired
BRERE BRERE BRERE loans and
Stage 1 ECL Stage2 ECL  Stage3ECL advances to
allowances allowances allowances customers
BT T BT T BET T BET T
HK$’' 000 HK$’ 000 HK$’' 000 HK$’ 000
EBBUAIMERREK Gross loans and advances for
R ARE use outside Hong Kong 247,708 1,057,316 187,856 939,379
201812 A31H
At 31 December 2018
BERF
FIRER FoMER FIBE EREBR
TEEEE BEEE BEEE Impaired
B B B loans and
Stage 1 ECL Stage 2 ECL Stage 3 ECL advances to
allowances allowances allowances customers
BT IT BT T IT BT
HKS$ 000 HKS$ 000 HKS$ 000 HKS$' 000
EBBIME A E Gross loans and advances for
MR PR use outside Hong Kong 292,892 837,706 317,605 846,979
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(18) MDA REEAHEMZEHIKEN S H (18) Financial assets at fair value through other comprehensive
BE income
2019%F 20184
6H30H 12A31H
At 30 June At 31 December
2019 2018
BT T BEET I
HKS$' 000 HKS"000
BEES Debt securities
— B HEMTFRE — Certificates of deposit held 7,287,238 14,394,029
— BElEFH — Treasury bills 16,984,150 15,975,480
— HiEHES - Other debt securities 42,167,714 36,512,097
66,439,102 66,881,606
EREH Equity securities 129,034 95,801
66,568,136 66,977,407
L EBRBWRITHEEOT Issued by:
AT 148 Sovereigns 18,319,623 16,277,569
RIT M E M S RIS Banks and other financial institutions 39,969,789 41,427,485
o Corporate entities 7,553,073 7,175,580
NEERE Public entities 725,651 2,096,773
66,568,136 66,977,407
N Listed 37,947,594 31,181,259
LT Unlisted 28,620,542 35,796,148
66,568,136 66,977,407
(19) B (19) Interest in associates
20195 20184
6H30H 12H31H
At 30 June At 31 December
2019 2018
BT T BT T
HKS$' 000 HKS' 000
JE(EBE ¥ FEE Share of net assets - 352,151
20196 A30B IEAIM - AEBEHER During the period ended 30 June 2019, the Group has disposed of its
B D - REAE362,218,000 interest in associates at a consideration of HK$362,218,000, a gain on
70 HE W AE 9,226,000t E R MR E R disposal of HK$9,226,000 was recognised accordingly to the income
TR o statement.
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(20) MERRZE

%

Notes to the Interim Financial Report — Unaudited

(20) Property and equipment

B~ BE
HEREE
REYE Hib¥ Furniture,
Investment Other fixtures and Fiak-cl
properties premises equipment Total
BT T BETT BETT BET T
HK$’ 000 HK$’' 000 HK$' 000 HK$’ 000
A EE - Cost or valuation:
FA2019F1 A1 H At 1 January 2019 241,970 666,008 946,708 1,854,686
N Additions - - 71,255 71,255
HE Disposals (11,381) - (8,140) (19,521)
=HEH Surplus on revaluation 7,073 - - 7,073
P H Exchange adjustments - - (26) (26)
720196 H30H At 30 June 2019 237,662 666,008 1,009,797 1,913,467
20181 A1H At 1 January 2018 132,780 709,009 1,776,876 2,618,665
N Additions - - 463,323 463,323
Egoibk| Reclassification 109,000 (109,000) - -
EOHEEEREE Reclassification to intangible assets - - (1,216,852) (1,216,852)
e Disposals - - (73,403) (73,403)
BEAEH% Surplus on revaluation 190 76,245 - 76,435
ZEtirE Ry Elimination of accumulated
depreciation on revaluation - (10,246) - (10,246)
Rk Exchange adjustments - - (3,236) (3,236)
R2018%12831H At 31 December 2018 241,970 666,008 946,708 1,854,686
ZIIE - Accumulated depreciation:
201941 A1 A At 1 January 2019 - 342,298 777,564 1,119,862
AEHTE (BI5E10(b))  Charge for the period (note 10(b)) - 7,896 42,742 50,638
HH 5 i (2] 48 Written back on disposals - - (8,908) (8,908)
Rk Exchange adjustments - - (235) (235)
20196 H30H At 30 June 2019 - 350,194 811,163 1,161,357
MR2018F1A1RH At 1 January 2018 - 335,909 1,262,407 1,598,316
FEHE Charge for the year - 16,635 167,917 184,552
EFHiTE Elimination of accumulated
depreciation on revaluation - (10,246) - (10,246)
EOBEEEREE Reclassification to intangible assets - - (574,751) (574,751)
£ 65 1 [0 43 Written back on disposals - - (72,610) (72,610)
PE 3 FH % Exchange adjustments - - (5,399) (5,399)
R20184%12A31H At 31 December 2018 - 342,298 777,564 1,119,862
BRTESE Net book value:
71201956 A30H At 30 June 2019 237,662 315,814 198,634 752,110
MR2018%F12 A31H At 31 December 2018 241,970 323,710 169,144 734,824
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(20) MEKRXRE (&)

REME

2019F6 4308 + AEBEEEELXRHE
SR ERMTRENEGERSEGHAER
MIREME - MEBBEUARTSEBRAR
ERFGE(BEBUBRELADE 135K 2R
BEAZEINEE AEBEGRBHBRADK
7,073,0007T (20184E12 31 BEE : 15 &E
&R A 190,0007T) * WEFFA2019%F
6 A30 A BifAm i am R ©

2019 6 A30H (LHIME - HEWMELEE
A0 600,0007T (20184E6 A30H : ) B2
PR ZERFER ©

PIERAT (BRR) BRAF
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Notes to the Interim Financial Report — Unaudited

(20) Property and equipment (continued)

Investment properties

All investment properties of the Group were revalued and assessed
by the management of the Group at 30 June 2019 with reference to
a property valuation report which was conducted by an independent
firm of surveyors. The basis of the property valuation is market value,
which is consistent with the definition of fair value under HKFRS 13,
Fair value measurement. The revaluation surplus of HK$7,073,000
(year ended 31 December 2018: a revaluation surplus of HK$190,000)
was recognised by the Group and has been credited to the income
statement for the period ended 30 June 2019.

During the period ended 30 June 2019, a loss on disposal of
investment properties of HK$2,600,000 (30 June 2018: Nil) was
recognised to the income statement.
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(21) B EE

Notes to the Interim Financial Report — Unaudited

(21) Intangible assets

E i E
Software
BT
HK$" 000
A Cost:
20191 418 At 1 January 2019 1,270,593
0 Additions 47,988
HE Disposals (73)
fE 5 F % Exchange adjustments 48
M2019%F6 A30H At 30 June 2019 1,318,556
M2018F1 H18 At 1 January 2018 -
201810 A1 BREBEM Reclassification from furniture, fixtures and
BEERBENMKEENSE equipments since 1 October 2018 1,216,852
N Additions 53,545
(ERRECE Exchange adjustments 196
2018412 A31H At 31 December 2018 1,270,593
Rt E : Accumulated depreciation:
7201941 518 At 1 January 2019 618,383
RERFTE (MfsE10(b)) Charge for the period (note 10(b)) 89,040
HeE Disposals (73)
PE 5 FH % Exchange adjustments 1,322
201956 A30H At 30 June 2019 708,672
720181 A1H At 1 January 2018 -
2018410 A1 BB EM - Reclassification from furniture, fixtures and
BEEEBENRBETHE equipments since 1 October 2018 574,751
FEFE Charge for the year 42299
ME 5, B Exchange adjustments 1,333
R2018F 12 A31H At 31 December 2018 618,383
BRTEFE - Net book value:
"201966A30H At 30 June 2019 609,884
2018412 A31H At 31 December 2018 652,210
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22) RITREMERMBBNEARER

Notes to the Interim Financial Report — Unaudited

(22) Deposits and balances of banks and other financial

institutions
2019%F 20184
6H30H 12A31H
At 30 June At 31 December
2019 2018
BETT BEET T
HK$’ 000 HK$' 000
RITOF R AT Deposits and balances from banks 3,953,485 2,849,375
(23) EFEXR (23) Deposits from customers
2019%F 20184
6A30H 12H31H
At 30 June At 31 December
2019 2018
BT T BT T
HKS$' 000 HKS" 000
EHA R RER P IF Demand deposits and current deposits 26,543,690 28,122,134
RETRK Savings deposits 48,373,768 45,642,418
FEER - BVEA RS HRRANTE R Time, call and notice deposits 198,670,572 211,728,299
273,588,030 285,492,851
(24) CBITERE (24) Certificates of deposit issued
20195 20184
6H30H 12H31H
At 30 June At 31 December
2019 2018
BET T BT IT
HKS$' 000 HKS' 000
R AT B At amortised cost 3,120,265 3,133,151
RIEER1T (BIFR) BRRA T

CHINA CITIC BANK INTERNATIONAL LIMITED
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(25) BERITEKES (25) Debt securities issued
2019%F 20184
6A30H 12H31H
At 30 June At 31 December
2019 2018
BT T BT T
HK$’' 000 HKS' 000
R ER AT E At amortised cost 3,402,991 3,408,077
BB LHR2017FBAITET ZEENER The debt securities were issued by the Bank in 2017, bear a coupon
FREA4% - W 20205 FH - interest rate at 4.4% per annum and will mature in 2020.
(26) FREMBEARR KA RIATBH (26) Income tax in the consolidated statement of financial
position
(a) HEMBERRRAMTHWABRHES ! (@) Current taxation in the consolidated statement of financial
position represents:
2019%F 20184
6A30H 12H31H
At 30 June At 31 December
2019 2018
BT T BT T
HKS$' 000 HKS" 000
BTG Hong Kong Profits Tax 396,873 574,204
BINIE Overseas Taxation (9,668) 17,496
387,205 591,700
Hepo: Of which:
G ek Tax recoverable (24,554) (8,353)
AHRIEEE Current tax liabilities 411,759 600,053
387,205 591,700
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(26) &RE MR R THITER (&)

Notes to the Interim Financial Report — Unaudited

(26) Income tax in the consolidated statement of financial

position (continued)

(b) CHEIANELEHREEERARE (b) Deferred tax assets and liabilities recognised
EREE M BIRARBRAELCRIE (B The components of deferred tax (assets)/liabilities recognised in the
E)/ BENEEENRAHRHEEIT - consolidated statement of financial position and the movements
during the period are as follows:
nELHE LA REEA
BBEETE ERREX Hitt2E K&
Depreciation REEE MEemEE
allowancesin  Impairment MEBGRHE BEARE
excess of allowances Revaluation Revaluation
related forloansand  adjustmentsfor  adjustments for Hit mE
depreciation advances properties Fvoci Others Total
BETT BETT BETT B¥TT BY¥Tr B%Tn
HK$'000 HK$' 000 HK$' 000 HK$’000 HK$'000  HK$'000
EEFIERE : Deferred tax arising from:
H2019F1 818 At 1 January 2019 118,357 (438,235) 7,951 (84,688) (8,804) (405,419)
Al RAME / Charged/(credited)
(E%#) (PzE12) to consolidated income
statement (note 12) (6,425) 86,898 (5,939) - 1,653 76,187
REBR Charged/(credited)
fas, /(=) to reserves - - (10) 114,675 - 114,665
X R EH M FEE Exchange and other
adjustments 4 186 - - - 190
®2019F6HA30R At 30 June 2019 111,936 (351,151) 2,002 29,987 (7,151) (214,377)
20181 A1H At 1 January 2018 65,786 (308,877) 1,639 (36,032) (11,778)  (289,262)
ReElEERA Charged/(credited) to
fss,/ (E%) consolidated income
statement 52,510 (129,159) 6,312 - 2,840 (67,497)
Al EEE Credited to reserves - - - (48,656) - (48,656)
B X R H A B Exchange and other
adjustments 61 (199) - - 134 4
72018512 A31H At 31 December 2018 118,357 (438,235) 7,951 (84,688) (8,804)  (405,419)

FRIEIRTT (EIFR) AR AR

CHINA CITIC BANK INTERNATIONAL LIMITED
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(26) &RE MR R THITER (&)

(b)

(c)

ERANELEHREERAE (&)

Notes to the Interim Financial Report — Unaudited

(26) Income tax in the consolidated statement of financial
position (continued)

(b) Deferred tax assets and liabilities recognised (continued)

20194 2018%F
6HA30H 12A31H
At 30 June At 31 December
2019 2018
BT T BT T
HK$’ 000 HKS$' 000
4R & B ISR R IR Net deferred tax assets recognised in
R FRERIBEE the consolidated statement of financial position (220,646) (413,359)
TEfr G AR R IER Net deferred tax liabilities recognised in
RFEERIBEE the consolidated statement of financial position 6,269 7,940
(214,377) (405,419)
AERNEERIEEE (c) Deferred tax assets not recognised

HRRARRAIEES B EAN BB SR E
ARt A AR B BB R - R2019%6 A30
B - REEWARER R HIEIBRAELET
IHEEE A8 %709,0007T (2018512 A31 1 -
HHE706,0007T) o WRIBFIREFRIE D] - BLL
MIBBIOLEEIEAA -

(27) bR &

The Group has not recognised deferred tax assets in respect of
cumulative tax losses of HK$709,000 as at 30 June 2019 (31 December
2018: HK$706,000), as it is improbable that future taxable profits
against which the losses can be utilised will be available in the
relevant tax jurisdiction and entity. The tax losses do not expire under
the current tax legislation.

(27) Other liabilities

2019%F 20184

6H30H 12H31H

At 30 June At 31 December

2019 2018

BET T BT

HK$’ 000 HKS$ 000

FEET S H Atb pE AT BR 1B N B Accruals and other payables and provisions 8,913,522 8,645,374
HEBE Lease liabilities 797,980 -
9,711,502 8,645,374

MR2019F6 A30H N EBRIBE S HEFHUE
ERERNEI1EBRBHEEBRRERBEST
75 #43,039,0007T (2018512 A31 8 « B
40,151,0007C) °

At 30 June 2019, included above is the provision for expected credit
losses (Stage 1) on loan commitments and guarantees amounted to
HK$43,039,000 (31 December 2018: HK$40,151,000).
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Notes to the Interim Financial Report — Unaudited

(28) EBER (28) Loan capital
20194 20184F
6H30H 12H31H
At 30 June At 31 December
2019 2018
BT T BET T
HK$’' 000 HKS" 000
BIEZE - LABESEACR Subordinated notes, at amortised cost with
ETARBEESRFAE : fair value hedge adjustments:
20204 | HR4F B 2 56.875% US$500 million Subordinated Fixed Rate Notes
TE{&500,000,000E T 18 (E = 4E* at 6.875%, due 2020* 2,402,862 3,943,791
20245 B B B % 56.000% US$300 million Subordinated Fixed Rate Notes
B 300,000,000F TT A 14 18 = 5 ** at 6.000%, due 2024** - 2,339,751
HR2029F B BRI B3R 54.625% * US$500 million Subordinated Fixed Rate Notes
E{E500,000,000 TR & ERIE > at 4.625%, due 2029%** 3,872,397 -
6,275,259 6,283,542
* RIEFL 2007 612 A 3£17HY2,000,000,000E 7T * Under a US$2 billion Medium Term Note Programme (‘the Programme”)

PEASEIRETEI ([P EIEIRETEI]) &R 2010
FeoARMMEEBEK - A1TR2010F6 A
UABTEEFREFBEBEACS/SBRE
{E500,000,000% 7t (&5 3,888,900,000
TU)MBERE SLZBRETNNERS
FTBR AR EM @ WK 2020%F6 A24H
ZIHY - HE2019%F 6 A30H (LHAM - B L
TR IRy B ATTEER - E{EA195,616,000
ETT - RIB/A204,548 0003 T (FEE AN
1,605,959,0007T) * EZE 201996 A30H IR
W KERNERBLOEHEANELRE
7B #£58,995,0007T °

issued in December 2007 and the new Offering Circular issued in June
2010, the Bank issued subordinated fixed rate notes on 24 June 2010
with a face value of US$500 million (equivalent to HK$3,888.9 million).
The notes bear an interest rate of 6.875% per annum, payable semi-
annually. The notes are listed on the Singapore Exchange Securities
Trading Limited and mature on 24 June 2020. The notes were
redeemed partially by the Bank with a face value of US$195,616,000 at
a consideration of US$204,548,000 (equivalent to HK$1,605,959,000)
during the period ended 30 June 2019, and a loss of partial redemption
of HK$58,995,000 was recognised accordingly to the income statement
for the period ended 30 June 2019.

o RITIRB A LM SRR IR AT 8 782013 *  Under the Programme and the new Offering Circular issued in October

FIOREEMNEERE - R2013F11 A
7 B 31T E (300,000,000 7T (Z(E B
2,325,800,0007T) M EEE - ZEEEEK
FE(BEBHE)N _REARERK - 4
EEENEEFFEENG6.000%  FF¥F
KEBE219F5 8781 HEBKRAETTE
EOE  ZENZEAEMNEEREERSF
X HEESZELENAT18%FRERE

2013, the Bank issued subordinated notes on 7 November 2013 with
a face value of US$300 million (equivalent to HK$2,325.8 million) and
which qualified as Basel lll-compliant Tier-2 capital. The notes bear
interest at a fixed rate of 6.000% per annum, payable semi-annually until
7 May 2019, and thereafter fixed at the interest rate of the prevailing
five-year US Treasury bonds yield plus 4.718% per annum if the notes
are not redeemed on the call date. The notes are listed on The Stock
Exchange of Hong Kong Limited and mature on 7 May 2024 with an

BT ELRBRERAMEXIFER optional redemption date falling on 7 May 2019. The notes were fully

AR ET  WR2024F5 A7HBIE - MR
201945 A7 B AEIRIBATIEE £ 2019
Fo6A30B LHHE - ATEZEEREE -

redeemed by the Bank during the period ended 30 June 2019.

oo RATIRIRIA B B IRET B R 20194F #%  Under the Programme and supplemental offering circulars released in

DREEMEARZEERE - K2019F2 A
28 HE 1T HE (500,000,000 7T (FEB
3,925,600,00070) B EZEIE » 2B EEE
HECEEBBE=Z)N_RELE K - 1%
EERANEEFERNERTN4625%  FEF
KB ZE2024F2 A288 1 - BEREAREITE
JEHE - RIEMEAE A X BIRE S RS F 5
EEBEGEFEERM225%FEFREHE
E o BEERAERBHARSIIERAT
T WR2029% 2 A28 HEIHR - KA 2024
F) A28 AR IERAER ©

PIERAT (BRR) BRAF
CHINA CITIC BANK INTERNATIONAL LIMITED

February 2019, the Bank issued subordinated notes on 28 February 2019
with a face value of US$500 million (equivalent to HK$3,925.6 million)
and which qualified as Basel lll-compliant Tier-2 capital. The notes bear
interest at a fixed rate of 4.625% per annum, payable semi-annually
until 28 February 2024, and thereafter fixed at the interest rate of the
prevailing five-year US Treasury bonds yield plus 2.25% per annum if
the notes are not redeemed on the call date. The notes are listed on
The Stock Exchange of Hong Kong Limited and mature on 28 February
2029 with an optional redemption date falling on 28 February 2024.
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(29) EXK f#E

(a)

(b)

Notes to the Interim Financial Report — Unaudited

(29) Capital and reserves

[N (@) Share capital
(i) Z&ER (i)  Ordinary shares
20196 A30H 2018512 A31H
At 30 June 2019 At 31 December 2018
RAHE BET T (RN 2§ BT T
No.of shares HK$'000  No. of shares HKS$ 000
BETR Ordinary shares,
HMREBER issued and fully paid:
MW1B18 768308,  At1January/30 June/
12A31H 31 December 12,111,121,568 18,404,013 12,111,121,568 18,404,013
(ii) (ii)  Dividend

KE
BRRSA NG RPN EIRA
B TERRATHEREREKRE L1RE
B—ENTARE - IEEBERHE
RIFHNZFERITHRIBREE -

RETEEREW
() EBX#E

BARRBEIH A DR TR

—R1ER
—RFEHERNREEMNEL DK
R W AR DR TR

(ii)

EXEEEE
EXZRFEREEEMARREBIINE
BRI MELWEN ZR °

(iii)

WREH#FE
MEB[BRBHEZ AT DR TBRE -
RREBEFOFE(RBED) (F622
B)FoRNER aLRETEBRE
BEIEA -

(iv)

ﬁfﬁéﬁﬁ?ﬁ/ﬁ

ReRnefhHEERESPISHH
% E’JfﬁimiﬁﬂﬂIﬂE’J REt B
EF B A WA D

(v)

(b)

The holders of ordinary shares are entitled to receive dividends
as declared from time to time and are entitled to one vote per
share at shareholders’ meetings of the Bank. All ordinary shares
rank equally with regard to the Bank’s residual assets.

Nature and purpose of components of reserves
(i)  Capital reserve

The capital reserve is not available for distribution to

shareholders.
(i)  General reserve
The general reserve was set up from the transfer of retained
earnings, and it is available for distribution to shareholders.
(iii) Exchange differences reserve
The exchange differences reserve comprises all foreign
exchange differences arising from the translation of the financial
statement of foreign operations.
(iv) Property revaluation reserve
The property revaluation reserve is not available for distribution
to shareholders because it does not constitute realised profits
within the meaning of Part 6 of the new Hong Kong Companies
Ordinance (Cap. 622).
(v) Cash flow hedging reserve
The cash flow hedging reserve comprises the effective portion
of the cumulative net change in the fair value of cash flow
hedging instruments related to hedged transactions.
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(29) EXK #HE (&)

(b)

REELEREN (&)

i) REEGHE
RESEHREREREEBZFENHN
/A/‘HETEEJU\EI@EEH& SRS ENE
ENZFTFAAEBEE

(vii) EEBERNE
BEPEBBEEORE  ATH2
ERHAK B TFIRT - PERITBIE
(FE) BRARE ([FERTEE (P

) 1) BENEETFABILE )
10%1E BT B Ik T AR 8)E TE &8k
NE - BEEAERBROBERAER

IR 2 50%H) 7K o

(viii) EE—RREE

(ix)

RIBHBIERITEMR - RERITEER (f
B) BRIDEE —REHE - BBREF
ERMBESE  BERERENERE
EEEERNEREEM BIES—R
g LR IREIRMEERRK -
/Zm RERBEARAEEERNHE

REEF
REEEB(RITEGRD) EHASFE
E*H’*E’J%Em Kﬂm&ﬁ%ﬁ%ﬁqﬂ&
%tLE%«EEWWEEEEE’JH%

EEANERERE E’JWETE?E\%

cEHAEERE - RENEHD
E&E%mmﬂm%ﬂm R2019%F
6 H30H  REB&RMNFBIEELERH
WEAKRETAITRRENSE B
1,092,119,0007C (201812 A31H : /&
?—*1%55 457,0007T) * {BERIREAIARITA
A u@i%% °

PIERAT (BRR) BRAF
CHINA CITIC BANK INTERNATIONAL LIMITED

Notes to the Interim Financial Report — Unaudited

(29) Capital and reserves (continued)

(b)

Nature and purpose of components of reserves (continued)

(vi)

(vii)

(viii)

(ix)

Investment revaluation reserve

The investment revaluation reserve comprises the cumulative
net change in the fair value of financial assets at fair value
through other comprehensive income held at the end of the
reporting period.

Statutory reserve

Under the relevant legislation of Mainland China, the Bank's
wholly-owned PRC subsidiary bank, CITIC Bank International
(China) Limited ("CBI (China)") is required to transfer 10% of its
profit after taxation to a non-distributable statutory reserve until
such reserve has reached 50% of its registered share capital.

Regulatory general reserve

Pursuant to the banking regulations of Mainland China, CBI
(China) is required to set up a regulatory general reserve through
a direct transfer from the current year's profit appropriation,
as determined based on 1% of the total risk assets at the end
of the reporting period to cover its unidentified potential loss
exposures. The regulatory general reserve forms part of the

equity of the Group.

Retained profits

A regulatory reserve is maintained to satisfy the provisions of
the Hong Kong Banking Ordinance for prudential supervision
purposes by earmarking amounts in respect of impairment
losses which the Bank will or may incur on loans and
advances. Movements in the reserve are earmarked directly
through retained profits and in consultation with the HKMA.
At 30 June 2019, HK$1,092,119,000 (31 December 2018:
HK$855,457,000) was included in retained profits in this respect,
which is distributable to equity holders of the Bank subject to
consultation with the HKMA.
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(30) EE/MEZT A

Notes to the Interim Financial Report — Unaudited

(30) Additional equity instruments

2019 201845
6H30H 12H31H
At 30 June At 31 December
2019 2018
BT T BT T
HK$’' 000 HKS$ 000
TAI{E.300,000,000 JT ) 7k B 7Y Undated non-cumulative subordinated capital
HFRBREEREFES securities with US$300 million* - 2,310,168
T {E.500,000,000 3 TTHY sk B AY Undated non-cumulative subordinated capital
FRBEREERFH securities with US$500 million** 3,863,084 3,863,084
{8 500,000,000 3 7T Y sk A& AY Undated non-cumulative subordinated capital
FERTRREERFEF securities with US$500 million*** 3,907,328 3,907,328
7,770,412 10,080,580

*%

RIER 2007912 BEITHPEHEETE
([sz&t21]) MM 2014F4 B BB R E
R ATTR2014F4 A 22 BEITRHAE
FER T =) MEIE300,000,000% 7T (FEHS
#2,313,470,0007T) KK BT IE R IR (ERE
IN—RERFES ([BIN—REARFES] I
ERBBARZFBRAR LT o LLEESD
—RERFHFIEE T EHIA M 2019F4
A22BEERATER B8R - ZEmEF =R
B7250% c BERABITFEERLE  E@
FERRGIRE s F X EES SN
FRES2/NFRF—IREFET °

RIEERIEE  BIN—RERBETEE
NEARESWEIER D IREF (ZEEE
RIFERITTIE ISR IR AERAR) - BIEE
BETHRNBERDIKE - RREFH4H22H
MI0A2NBIREFES —IX o RITAIABTT
SRIE  IBREBEUH D R R E R EEIN— R
EXR - BEBINEERNELEARAE -
H 2201996 A30 B EIAM D IR A AT
£10,875,000% 7T (5B % 85,365,0007T )
(2018512 A31 8 : 21,750,000FE 7T (BB
#170,607,0007T) ) ° BlZE 201996 A30H |E
HE AIE2BREBELEE -

RIEF2007F 12 A TR R AR BT EIA
20168 A &9 A& B EMBIFTE S K
MAFEBEK - ANITH2016599 A290 AR
A(BEER#HE=){E1E500,000,0003F%TH
XEMIERTBRERIN—RELRES ([5
IN—REAREBR])ETEE  UEEA
HEEORNNRE RS - WEABEES
500,000,000 7t (5B 3,877,860,0007T )
BIN—REAEBELFREBHARIMAER
NAEEMEEREEEHE - 7K2021F104
NBEERAERNRHINSKER AT
FIEA425% - BEFABITEBERE - D
KEROFEF KGR ERSFHERBEERE
A BRNMENEII07NGRE—REHE
= o

*%

Under the Medium Term Note Programme (‘the Programme”) issued in
December 2007 and the new Offering Circular release in April 2014, the
Bank issued Basel Ill compliant Undated Non-Cumulative Subordinated
Additional Tier 1 Capital Securities (the "AT1 Capital Securities”) on
22 April 2014 with a face value of US$300 million (equivalent to
HK$2,313.47 million). The AT1 Capital Securities are perpetual and listed
on The Stock Exchange of Hong Kong Limited, and bear a coupon of
7.250% per annum for the first 5 years from the date of issue to the
optional redemption date falling on 22 April 2019. The coupon will be
reset every five years, if the AT1 Capital Securities are not redeemed, at
a fixed rate equivalent to the then-prevailing five-year US Treasury rate
plus 5.627% per annum.

According to the terms and conditions, the AT1 Capital Securities confer
a right to receive non-cumulative distributions (each a Distribution) on
the principal amount (subject to adjustments following the occurrence
of a non-viability event as defined) from, and including, the issue date
at the applicable distribution rate, payable semi-annually in arrears on
22 April and 22 October each year. The Bank may, at its sole discretion,
elect to cancel the distribution payment or redeem the AT1 Capital
Securities, which are subject to prior written consent of the HKMA. A
distribution payment of US$10,875,000 (equivalent to HK$85,365,000)
was paid during the period ended 30 June 2019 (for the year ended 31
December 2018: US$21,750,000, equivalent to HK$170,607,000). The
notes were fully redeemed by the Bank during the period ended 30
June 2019.

Under the Programme and the new and supplemental offering
circulars released in August and September 2016, respectively, the Bank
priced its US$500 million Basel Ill compliant Undated Non-Cumulative
Subordinated Additional Tier 1 Capital Securities with the legal binding
subscription agreements signed on 29 September 2016. The AT
Capital Securities with a face value and principal amount of US$500
million (equivalent to HK$3,877.86 million) are perpetual and listed on
The Stock Exchange of Hong Kong Limited, and bear a coupon of 4.25%
per annum for the first 5 years from the date of issue to the optional
redemption date falling on 11 October 2021. The distribution rate will
be reset every five years if the AT1 Capital Securities are not called by
the Bank at a fixed rate equivalent to the then-prevailing five-year US
Treasury rate plus 3.107% per annum.
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(30) FEASMER T EH (&)

RIBIERRIGEH - BN —BREAW TR
ANERESWEESERF 2R (BX5IK) Bk
o REABRTANBEASIKE RS
FEW4ANTBMOAN BIREEE—K o
KATAILABAITRTE + BEBERUE S IR 5Kk
BOBmIN—RER EBEFBIEERMNE
AEBERE o NTAIRIEELEMIEATITIE
BRI RS GER R IGEREREER
BIN—MERFHFNBEE - REBE(S
BhiHE (BB 150)) (F628%) Pt F
BRES - EIEAIITHBHRAR B
EE#NERAITEREESESHTE
BREEATABRKEEEIN —RELEFR
K8 o H 2201946 730 B HRM D IR FUEY
410,625,000 7T (B4 183,403,000
7t) (20184512 A31 8 : 21,250,000% 7T (%
B/ 166,685,0007T) ) °

RIE20184F 10 A M AIFTEI G FEE1TiM
B ARTTR2018F 11 Ao B ARA(EE
M E =) %17 7 & /R500,000,000E 7T
HIKBRIFERIBREBIIN—RELRES -
b T (B K AN 4 500,000,000 7T (S EBE
3,916,900,00070 ) FEIN—BREARBHRE
B AR HABRA R L R EEE | H
B %2023F 11 Be B & @A B 281
D IREEEFFER710% - BEFARBTT
FEEE - DR EENFHNEFRER
SEHERREES B ENFFEL151%F
AF—REFEE -

RIBIER AR - I —REREFH
BT REARRWBGEZRF DK (5
ROK) MER - BEBETANE
RAaikE  EREFasHeBH11 A
6 RIEKFEFE—IR o RITAJLABITR
E o EEBREUE D R KB = RE N —
MER BFEINSERNELER
AR o AMTAIRBRLE M IEAITIHE
UL BRI R PR B R AR S IR R (B R (8
BREIN-RERBLHNEE - BRES
(B (REWH) 5RH1) (F628
B)RETERES - BTSN
BAER BEERERGERITEMRA
FAEBEERSE RERTAERE
BRI —REREHRTE - HZE2019
FoA30BHAND KN RHZMN A
17,750,000 7T, (5 {E# %6 139,254,000
JT) °

FRIEIRTT (EIFR) AR AR

CHINA CITIC BANK INTERNATIONAL LIMITED

Notes to the Interim Financial Report — Unaudited

(30) Additional equity instruments (continued)

According to the terms and conditions, the AT1 Capital Securities
confer a right to the holders to receive non-cumulative distributions
on the principal amount from, and including, the issue date at the
applicable distribution rate, payable semi-annually in arrears on 11 April
and 11 October in each year. The Bank may, at its sole discretion, elect
to cancel the distribution payment or redeem the AT1 Capital Securities
subject to prior written consent of the HKMA. The outstanding amount
of AT1 Capital Securities can be written down by the Bank following
the occurrence of a non-viability event as defined and set out in the
terms and conditions. At the sole discretion of the relevant Hong Kong
resolution authority following a non-viability event, the outstanding
amount of AT1 Capital Securities can be adjusted upon the exercise
of Hong Kong resolution authority power in accordance with the
Hong Kong Financial Institutions (Resolution) Ordinance (Cap.628). A
distribution payment of US$10,625,000 (equivalent to HK$83,403,000)
was paid during the period ended 30 June 2019 (for the year ended 31
December 2018: US$21,250,000, equivalent to HK$166,685,000).

Under the Programme and supplemental offering circulars released in
October 2018, the Bank issued the US$500 million Basel Ill compliant
Undated Non-Cumulative Subordinated Additional Tier 1 Capital
Securities on 6 November 2018. The AT1 Capital Securities with a
face value and principal amount of US$500 million (equivalent to
HK$3,916.90 million) are perpetual and listed on the Stock Exchange
of Hong Kong Limited, and bear a coupon of 7.10% per annum
distribution rate until the first call date on 6 November 2023. The
distribution rate will be reset every five years if the AT1 Capital Securities
are not called by the Bank to a fixed rate equivalent to the then-
prevailing five-year US Treasury rate plus 4.151% per annum.

According to the terms and conditions, the AT1 Capital Securities
confer a right to the holders to receive non-cumulative distributions
on the principal amount from, and including, the issue date at the
applicable distribution rate, payable semi-annually in arrear on 6 May
and 6 November in each year. The Bank may, at its sole discretion, elect
to cancel the distribution payment or redeem the AT1 Capital Securities
subject to prior written consent of the HKMA. The outstanding amount
of AT1 Capital Securities can be written down by the Bank following
the occurrence of a non-viability event as defined and set out in the
terms and conditions. At the sole discretion of the relevant Hong Kong
resolution authority following a non-viability event, the outstanding
amount of AT1 Capital Securities can be adjusted upon the exercise
of Hong Kong resolution authority power in accordance with the
Hong Kong Financial Institutions (Resolution) Ordinance (Cap.628). A
distribution payment of US$17,750,000 (equivalent to HK$139,254,000)
was paid during the period ended 30 June 2019.
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(31) Notes to consolidated cash flows statement

(a) REFFHEKLEEBZHSFHENEE (@) Reconciliation of operating profit to net cash flows from
operating activities
20194 20184
6H30H 6 H30H
At 30 June At 30 June
2019 2018
BT T BT T
HK$’ 000 HKS$' 000
S Operating activities
A& A Profit before taxation 1,783,579 1,971,127
JERSIEH AR Adjustments for non-cash items:
SREEEHREERL Expected credit losses on financial assets 546,533 741,030
Hitn & ERERL Impairment losses on other assets 74,029 32,000
HEEURABEFAEMEEUREZ  Net gain on disposal of financial assets
B & RLE ARk E at fair value through other comprehensive income (35,866) (9,936)
HEYR REEFRK Net loss on disposal of property and equipment 2,630 527
WEMEEMN (1451 )/ 18K Revaluation (gain)/loss on investment properties (7,073) 170
JER B 1D S W e Share of profit of associates (841) -
'CHE ﬁ%ﬁ%ﬂﬁ Gain on disposal of interest in associates (9,226) -
DEFERER Loss on partial redemption of loan capital 58,995 -
}Eﬂli'iu”fnﬁﬁﬁ Amortisation of deferred expenses 29,234 17,464
A E Amortisation of intangible assets 89,040 -
I E Y R Depreciation on property and equipment 50,638 100,500
CREEERE Depreciation on right-of-use assets 149,515 -
B H R B WA Dividend income from equity securities (2,910) (4,361)
BEHRERRDEITEBES Interest expense on loan capital and
MBS debt securities issued 289,543 289,254
E N =% Foreign exchange differences (54,552) (28,019)
EEESEEANLE R Operating profit before changes in working capital 2,963,268 3,109,756
rEEEFED () Net decrease/(increase) in operating assets
[REEAH BB 318 A & Placements with and advances to banks,
TEIRTT » CP%?ET?& central banks and other financial institutions
E b & B 17 30 B with original maturity beyond 3 months (4,522,400) 266,523
J? HEAR B3 E AR ES Treasury bills with original maturity beyond 3 months 4,566,921 (1,291,458)
[REHA B 88 318 H &9 Certificates of deposit held with
T—rﬁT_/TJ\L original maturity beyond 3 months 7,112,086 (2,970,238)
AR BEFAEENSREE Financial assets at fair value through profit or loss (1,315,615) 106,859
PTES rﬂlﬂ Derivative financial instruments 1,445,431 (4,535,334)
g)f'ﬁ K HALRRTE Loans and advances to customers and other accounts 2,390,058 (6,498,981)
AR 7 E@Q‘U\ Lith 2 W s Financial assets at fair value through
MEREE other comprehensive income (4,987,558) (3,824,722)
4,688,923 (18,747,351)
KEEEF CRD) Em Net (decrease)/increase in operating liabilities
RITRE M & B ER Deposits and balances of banks and
Tk 4T other financial institutions 1,104,110 196,127
BEEMR Deposits from customers (11,905,012) (616,764)
TESBIA Derivative financial instruments (1,709,097) 4,197,348
EEBEITHERE Certificates of deposit issued 1,848 (374,435)
Hih B & Other liabilities 343,662 4,596,630
(12,164,489) 7,998,906
ARREERNESE Cash flows used in operating activities (4,512,298) (7,638,689)
2 EH Income tax paid
BNBEEFEH Hong Kong Profits Tax paid (366,898) (475,973)
EAEINHIA Overseas tax paid (47,357) (29,396)
ARREEBNESFE Net cash flows used in operating activities (4,926,553) (8,144,058)
REEREENRSRESRE - Cash flows from operating activities include:
A& IPSN Interest received 5,985,597 5,202,452
BARFE Interest paid (2,643,889) (1,509,550)

SE-NEREERE
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(31) FERERERMEE (&

Notes to the Interim Financial Report — Unaudited

(31) Notes to consolidated cash flows statement (continued)

(b) RERRESEEEBNEFIN (b)  Analysis of the balances of cash and cash equivalents
2019F 2018%F
6H30H 6H30H
At 30 June At 30 June
2019 2018
BET T BETFT
HK$’ 000 HKS"000

Be MERIT - RRFTR

Cash and balances with banks, central banks and

Hit & REENET other financial institutions 20,656,387 18,838,363
EIRIT  PRIBITR Placements with and advances to banks,
Hib 2 B EN TR R central banks and other financial institutions
B (RPA3E AR RER) with original maturity within 3 months 47,398,359 46,209,694
Bl 5 KI5 B M 17 507 Treasury bills and certificates of deposit held with
(RA3EAREIE) original maturity within 3 months
— AR BEFAEMEE - Financial assets at fair value
WHENEREE through other comprehensive income 16,297,761 12,773,016
84,352,507 77,821,073

() BMEXBELNABRIL

(c) Changesin liabilities arising from financing activities

2019

2018

MEXBNEE
Liabilities from
financing activities

MEEBHAE
Liabilities from
financing activities

21T

BEBES
Debt BERER
securities Loan
issued capital

BETT BRI
HK$'000  HK$'000

BT
Debt [EV =N
securities Loan
issued capital
BT T BETT
HKS$ 000 HKS'000

®1B1H At 1 January 3,408,077 6,283,542 3,584,064 6,340,192
RERRFTEAT New issue during the period - 3,908,552 - -
e Redemption - (3,902,486) - _
EHER Foreign exchange differences (7,239) (21,206) (44,146) 24,756
E IR FHE Other non-cash adjustments 2,153 6,857 2,312 (77,849)
M6 H30H At 30 June 3,402,991 6,275,259 3,542,230 6,287,099

046 FIFIRIT (EIFR) BIRAF
CHINA CITIC BANK INTERNATIONAL LIMITED
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Notes to the Interim Financial Report — Unaudited

(32) EIBAE 2T (32) Maturity profile

UNTRHBMESNRAEERSE

BHHEW

The following maturity profile is based on the remaining period at the

RN HAR B o end of the reporting period date and the contractual maturity date.
A %ﬁﬁkﬁ? H& RTREAE 2 EAAY ﬁg As the trading portfolio may be sold before maturity or deposits from
&P FR AR 2 B HE R BRI RIS, customers mature without being withdrawn, the contractual maturity
T Bt - /:1\,%’] JHE A3 Tﬁi@i‘ﬁuﬂéﬁfﬁ dates do not represent expected dates of future cash flows.
ﬂziﬁi/mgm H HH
201956 A30H
At30June 2019
MEAME  3ERME 1840
2338 31 113
MEEE 1BEA  3monthsor  Tyearor  Syearsor SERE
% Repayable Within less butover lessbutover less but over Over EHHAH
Total  ondemand 1 month 1 month 3 months 1year 5 years Undated
BETT BRI BETT BETT BRI BETT BRI BETT
HK$'000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
BE Assets
R REST  BRBITR  Cashand balances with banks, central
e BERNLE banks and other financial institutions 20969,197 20,646,290 - - - - - 322,907
T RRBARAM Placements with and advances to banks
SRERNEIREN central banks and other financial nstitutions 52,621,210 - H4626751 7,199,599 794,860 - - -
WRREEHABERSRE  Financial assets at fair
EE value through profit or loss 2,756,147 - 600,000 - 16,339 1,062,699 1,077,109 -
TESRIA Derivative financial instruments 458,402 4,582,402 - - - - - -
REEARBHRREMER  Loansand advances to customers and
other accounts 200,726,694 2,541,515 17,780,704 23,871,786 74232471 55009307 24,067,599 3,223,312
DA BESFAZMRERE  Financial assets at fair value through
HeREE other comprehensive income 66,568,136 - 7807443 13139304 14573769 28688927 2,229,659 129,034
lEHE Tax recoverable 24,554 - - - 24,554 - - -
EIRAREE Undated assets 2,370,406 - - - - - - 2,370,406
BEAH Total assets 350618746 27,770207 70814898 44210689 89,641,993 84760933 27374367 6,045,659
8 Liabilities
BRAtEBERHERR  Deposits and balances of banks and other
et financial institutions 3,953,485 454,744 1,678,414 1,547,101 273,226 - - -
RFER Deposits from customers 273588030 74917458 62550729 68,472,407 67,283,407 359,629 4,400 -
i Derivative financial instruments 4834254 4,834,254 - - - - - -
BETERE Certificates of deposit issued 3,120,265 - - - 3120265 - - -
BENERES Debt securites issued 3,402,991 - - - 3402991 - - -
TERERE Current tax iablites 411,759 - - - 411,759 - - -
HitgfE Otheriabilites 9,711,502 - 1697480 1,212,386 49,537 - - 675209
EHER Loan capital 6,275,259 - - - 2402862 3872397 - -
EHRAEER Undated liabilties 6,269 - - - - - - 6,269
BRER Total liabilities 305303814 80,206456 65926623 71,231,894 76944047 4,232,026 4400 6,758,368
EE-BBEE Asset-liability gap (52,436,249) 4,888,275  (27,021,205) 12,697,946 80,528,907 27,369,967
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Notes to the Interim Financial Report — Unaudited

(32) FHAB DM (&) (32) Maturity profile (continued)
0185124318
At 31 December 2018
1EANE  3EANE 16 £
E3fER FIF 5%
3 months 1 year 5 years
AEEE 1fAARA orless orless orless SELLE
BE Repayable Within but over but over but over Over  EHARH
Total  ondemand 1 month 1 month 3 months 1 year 5 years Undated
AT EETn BT #ETr B%Tn EEfn BEfr AT
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
BE Assets
BERAEBT B/BITR Cashand balances with banks, central
e RERNLE banks and other financial institutions 2960486 29164926 - - - - - 457560
ERIT PRETRER Placements with and advances to banks,
SREENEILEN central banks and other financial institutions 52,886,380 - 36216347 16101015 569,018 - - -
W27 BER ABER Financial assets at fir value through
SREE profit orloss 1440532 - - 53,027 569,052 814,809 3131 513
ITEERIE Derivative financial instruments 6,007,833 6007833 - - - - - -
REEARBRREMER  Loansand advances to customers and
other accounts 203,829,256 1524727 17,187,388 15,055,351 71,058,803 72,548,029 24,170,062 2,284.8%
DA BEGFAEMRERE  Financia assets atfar value through other
MeREE comprehensive income 66977407 - TS067 13074111 18896350 20880083 2488995 95,801
AYEFHE Taxrecoverable 8353 - - - 8353 - - -
EIRAREE Undated assets 2,150,544 - - - - - - 1554
EEAE Total assets 362,944,791 36,717,486 64,945,802 44283504 91,101,576 94242921 26,062,188 4991314
ElH Liabilities
BIREHSREEY Deposits and balances of banks and other
GRRER financial institutions 2,849,375 530,155 793,990 1068975 456,255 - - -
RFER Deposits from customers 5492851 T3T6ASS2  T2AS647 69864368 69,116,658 256446 4400 -
fE2BIE Derivative financial instruments 6,543351 6,543351 - - - - - -
BETRRE Certiicates of deposit issued 3,133,151 A EEALY - - - - -
BEAEHES Debt securites issued 3408077 - - - - 3408077 - -
AEREEE Current tax iabilites 600,053 - - - 600,053 - - -
HitgfE Other liabiltes 8,645,374 - 07306 339775 855,185 - - 643108
EHER Loan capita 6,283,542 - - -3 3943791 - -
EIRASER Undated liabilties 7940 - - - - - - 7940
BELE Total liabilities 316963714 80838058 77440874 TIV3I8 73361900 7608314 4400 6431048
EE-8fEE Asset-liability gap (44120572 (12495072)  (26,989614) 17,733,674 86,034,007 26,057,788

048] ifZR1T (EIFR) BIRD A
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(33) EXBEEMARS

(a)

BRAEAMBRREMBOBENRZ H LA
Oh - REBETTATERBHR TS

Notes to the Interim Financial Report — Unaudited

(33) Material related-party transactions

In addition to the transactions and balances disclosed elsewhere
in these financial statements, the Group entered into the following
material related-party transactions:

HEBARARS (a) Transactions with group companies
B - AEETE El %‘“fﬁﬁ%fxiﬂﬁq:‘ ER During the period, the Group entered into a number of transactions
BT #E1T T 2R HARRIBEEE with related parties in the normal course of its banking business
B3 &TH&H%TW\ SEREER - AKX including, inter alia, lending, acceptance and placement of inter-bank
RITR H A W[X% BELERFIHNEHE deposits, and participation in loan syndicates, correspondent banking
BRZRBECETRZREMMEEMSMNER transactions and foreign exchange transactions. The transactions
E o WERHEGASEREMRZ ST REFPH were priced based on relevant market rates at the time of each
Wiﬁﬁﬁ cERERR BEXFEREER transaction, and were under the same terms as those available to
P SRR FRETT o other counterparties and customers of the Group. In the opinion
of the Directors, these transactions were conducted under normal
commercial terms.
HNFERN BRSO RRGE The amount of related-party transactions during the periods and
FEAMNSERAT outstanding balances at the end of the period/year are set out below:
BREERR
PEEREAE LEDEIGE)
Ultimate holding and BREREAR RANELR Benm (M) Related
intermediate parents Immediate parent Fellow subsidiaries Associates (note (i) companies (note (ii))
HZ6A308L6fER
Six months ended 30 June
2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
BT BNTT  B¥TR ANt AMTR BT A%Tn RETn BETn RETn
HK$'000 HKS'000  HKS'000 HKS'000  HKS'000 HKS'000  HK$'000 HKS'000  HKS'000 HKS'000
HEHA Interest income 13,143 46462 - - 1082 0141 1325 BB 45762 -
AEXH nterest expense (21,530) (65,979) (6,239) (2400) (45,246) (38,589) (27,422) (11,349) (2,506) (298)
ERRA Fee and commission income/
WA /(i) (expenses) (29) (800) - - - - - 10 - -
mes Operating expenses - - - - (7,483) (4179 - - - -
F2hE/(B%)  Nettrading gain/(loss) (20494)  (111,989) - - (2,861) 747 (800) 9214 - -

SE-NEREERE
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(33) EXBEAHARS (2

Notes to the Interim Financial Report — Unaudited

(33) Material related-party transactions (continued)

(@ HEEQARAXRZ (&) (a) Transactions with group companies (continued)
BRBERR
TEEREAE BE AR (i)
Ultimate holding and ERERBAF RANELAR Beng (W) Related
intermediate parents Immediate parent Fellow subsidiaries Associates (note (i) companies (note (ii))
201956308 /20185124318
At 30 June 2019/ 31 December 2018
2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
BETn  EETT  BMTn A%Tr  B¥Tn  RETr  B¥Tn A%Tr BT AT
HK$'000 HKS'000  HKS'000 HKS'000  HKS'000 HKS'000  HKS$'000 HKS'000  HKS'000 HKS'000
BE Assets
WA BEGFAEMZE Financial assets atfair value through
WERMEREE other comprehensive income - - - - 118,746 116472 172,104 172,030 - -
ik a! Derivative financial instruments 98,694 44166 - - 3441 457 16,768 16,089 - -
EENER QOther receivables 24,980 19,935 - - 5191 5,201 1,785 3417 910 286
af Liabilities
fTEeRIA Dervative financial instruments 157,883 99,174 - - 5,827 219 - - - -
EHEREE Other payables B4 B 1633 155 17869 16%4 6333 6539 - 1078
EED Lending activities:
6308 /128318 At30June/31 December 7,217,863 217,136 - - 404,422 406,322 900,081 698432 2,200,000 2,200,000
BR/EETHEE  Average forthe periodiyear 3195350 2287736 - A8 47017 704008 1090609 2200000 2200000
BEHR Acceptance of deposits:
6308 /R128318 At30June/31 December 6,458,477 5343632 1,390,502 640805  4,679903 5018275 3,328,965 3,906,657 820,686 805,082
BR/EETHSE  Average forthe periodiyear 4230802 6641 892893 S5 5195994 608214 31598 SU60 TR0 81953
ABMRRMER Off-statement of financial
position items
RRES  BRR Acceptances, quarantees and
ik letters of credi
-ERA1EE - contract amounts payable - - - - (3,000) (3,000) - - - -
EidE QOther commitments - - - - 10 150,061 1,109,705 1,596,552 170,881 -
fEeRIA Derivative financial instruments
- 2558 -notional amounts 25,546,878 19,771,836 - - 619,026 727497 195,183 191,097 - -
FRISIRAT (BEIRR) BRR AR

CHINA CITIC BANK INTERNATIONAL LIMITED
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(33) EXBEHARS (2

(a)

(b)

HEBRARS (&)
I 4t bt B R 5 B SR R E SRR R E X
fés

i) ARENEZ2QFEEBN&EZERQR
MERERE AR E QT -

(i) BB ARRERERERS QRS AR
EE=mRale

Notes to the Interim Financial Report — Unaudited

(33) Material related-party transactions (continued)

(a)

Transactions with group companies (continued)
No impairment allowances were made in respect of the above loans
to and placements with related parties.

Note:

(i) Associates of the Group include the associates of the ultimate
controlling party and immediate parent respectively.

(i) Related companies refers to companies which are common
shareholder, and subsidiaries of shareholders of the intermediate
parent.

HIBEEBEAEBNRS (b) Transactions with key management personnel
AEEMATEEEREAEMSBRBEEN The aggregate amount of remuneration of key management
TROTEERETHERFEEER B0 personnel of the Group, including the amount paid to the Bank's
e directors and certain employees with the highest emoluments are as
follows:
BZ6A30H1t6fEA
Six months ended 30 June

2019 2018
BYTT BT T
HK$’' 000 HKS"000
RHEERT Short-term employee benefits 47,921 38,338
BB 2R A Post-employment benefits 2,371 1,795
50,292 40,133

Mo st ATEIRA] (H5E10@) ©

Total remuneration is included in “staff costs” (note 10(a)).

SE-NEREERE
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(33) EXBHAERS (&)

Notes to the Interim Financial Report — Unaudited

(33) Material related-party transactions (continued)

(b) HIEBEEBAENRS (&) (b) Transactions with key management personnel (continued)

BN - ATRAAITARREIZER AN EE During the period, the Bank provided credit facilities to key

EIEA BN FIRDIT 35 & F A I il sk At management personnel of the Bank and its holding companies and

MERZENARIEREERE - FERE their close family members, as well as to companies controlled or

e AR EBBERRME - WESMHELUA significantly influenced by them. The credit facilities were provided in

ToEEMES (MER) ETAIERRS the ordinary course of business and on substantially the same terms

B R BUAER o as for comparable transactions with persons of a similar standing, or

where applicable, with other employees.

2019 2018

BETT R T

HK$’ 000 HKS$' 000

R AT BB At 1 January 16,247 17,444
20196 A308 At 30 June 2019/

2018%F 12 A31 HH) 4 ER 31 December 2018 16,284 16,247
I FRR =4 R B Maximum amount during the period/year 17,412 28,203
REELSERETEETEBEABERPANGERE No impairment losses have been recorded against balances
WREMREERX IERETEEEAER outstanding with key management personnel during the period,
AP ED 3T FRP BA AR A 45 R RE R B 51| 5T and no individually assessed impairment allowance has been made
KRB % - on balances with key management personnel and their immediate

relatives at the period end.
FRISIRAT (BEIRR) BRR AR
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(34) APREEENEMIA

(@) MUARBEEFENEHIA
() EBRGAERLEE
AR BEATERESR T AT
MAMMmSERNE - FERREE
o Btk —REEEN - Ao EER
BETIIAABEBRET

Notes to the Interim Financial Report — Unaudited

(34) Fair value measurement of financial instruments

(a)

Financial instruments measured at fair value

(i)

Fair value hierarchy

Fair value estimates are generally subjective in nature, and are
made at a specific point in time based on the characteristics
of the financial instruments and relevant market information.
Fair values are determined according to the following fair value
hierarchy:

1201956 A30B A ABEE
Fair value measurements as at 30 June 2019 using

HREEE HhFZ
EETEHRE W TEENEE TEMmH*
(B1EB4H) ($2EHR) TEENHE
Quoted prices Significant (E3IEBHR)
AAEME  inactive market other Significant
(%) for identical observable  unobservable
Fair value assets inputs inputs
(Total) (Level 1) (Level 2) (Level 3)
BETR BETT BETT BETT
KEMAAEESTE Recurring fair value measurements HK$’ 000 HK$’ 000 HK$’ 000 HK$' 000
&E Assets
DR BEFABEN Financial assets at fair value through
SHEE profit or loss
- EBES - Debt securities 2,156,147 2,156,097 50 -
-BE% - Treasury bills 600,000 600,000 - -
2,756,147 2,756,097 50 -
THESRIA Derivative financial instruments
- TETAMEAREBE - Positive fair value of derivatives 4,582,402 4,422 4,577,980 -
AR BEFAEMEEKZE  Financial assets at fair value through
MEmEE other comprehensive income
- BENERE - Certificates of deposit held 7,287,238 776,206 6,511,032 -
-BEHR ~Treasury bills 16,984,150 16,730,779 253,371 -
- BBES - Debt securities 42,167,714 39,912,579 2,251,135 4,000
—EnEH - Equity securities 129,034 - - 129,034
66,568,136 57,419,564 9,015,538 133,034
73,906,685 60,180,083 13,593,568 133,034
=N Liabilities
THESRIA Derivative financial instruments
- TEIANEBAREE ~ Negative fair value of derivatives 4,834,254 11,334 4,822,920 -

SE-NEEEERE [053
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Notes to the Interim Financial Report — Unaudited

(34) PAEEFENESRIA () (34) Fair value measurement of financial instruments
(continued)
(@ HUAAREEFENSERIAE) (@) Financial instruments measured at fair value (continued)
(i) BRIERIALEE(E) (i)  Fair value hierarchy (continued)
R2018F 12831 B AR BEHE
Fair value measurements as at 31 December 2018 using
HBREBER Hix2
ERTERE  UEENEE TEMFE
(B1EHR) (F2B8) AERAEIE
Quoted prices Significant (F3ER)
AREE  inactive market other Significant
(1a%) for identical observable unobservable
Fair value assets inputs inputs
(Total) (Level 1) (Level 2) (Level 3)
BT BT BT BETT
BEUAREERE Recurring fair value measurements HK$' 000 HKS' 000 HKS' 000 HKS' 000
BE Assets
AR BB ABER Financial assets at fair value through
SRMEE profit or loss
- EBES - Debt securities 944,630 734,674 209,956 -
- HEF ~ Treasury bills 495,389 495,389 - -
-REES - Investment funds 513 - - 513
1,440,532 1,230,063 209,956 513
THEERMIA Derivative financial instruments
- TETAMEAREBE - Positive fair value of derivatives 6,027,833 9,292 6,018,541 -
AR BEFAEMEEEZE  Financial assets at fair value through
HEmEE other comprehensive income
- BENERE - Certificates of deposit held 14,394,029 754018 13,640,011 -
-BES ~ Treasury bills 15,975,480 15,975,480 - -
- BBES - Debt securities 36,512,097 32,967,393 3,530,867 13,837
— ERES - Equity securities 95,801 - - 95,801
66,977,407 49,696,891 17,170,878 109,638
74,445,772 50,936,246 23,399,375 110,151
BfE Liabilities
THESRIA Derivative financial instruments
—-TETEMEAREBE - Negative fair value of derivatives 6,543,351 14,040 6,529311 -

HZE2019F6 A30 HHARI & 2018412
A3BEE  AABEEREERMN
FEH o EWEBEEANEHITAE
% o AEIERFTEMEARE LR

T EE34Q) ()T IR EE -

054] ifFR1T (EIFR) BIRD A

CHINA CITIC BANK INTERNATIONAL LIMITED

During the period ended 30 June 2019 and year ended 31

December 2018, there were no significant transfers of financial

instruments between Level 1 and Level 2 of the fair value

hierarchy. For transfer in and out of Level 3 measurements see

the note 34(a) (iii) below.
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(34) PAEENENESRIA(E)

(@) HUAREEFENESHIA(E)

(ii)

RABEIEE
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21t
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BRE
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AEENEE -  LELEEERMTA
HitEREESR TANTISRE
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WERMS ERITR BN EMEER
SRE R ETSREREREEE
BB R S (S « S A R A
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EER - GEERREIRENRS
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FEER R B R A A RS B 15 S
6 I R ERFIE - EREEMEM
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Notes to the Interim Financial Report — Unaudited

(34) Fair value measurement of financial instruments
(continued)

(a) Financial instruments measured at fair value (continued)

(ii)

Determination of fair value

The Group measures fair values using the following fair value
hierarchy that reflects the significance of the inputs used in
making the measurements:

Level 1 — Quoted (unadjusted) market price in active markets for
identical instruments at the measurement date.

Level 2 -

(i) Quoted market price for identical or similar instruments
that are not active;

(i) Valuation techniques based on observable inputs, either
directly or indirectly, where all significant inputs are
observable from market data. This category includes
financial instruments with quoted prices in active markets
for similar instruments; or quoted prices in markets that
are considered less than active for identical or similar
instruments.

Level 3 — Valuation techniques using significant unobservable
inputs where the valuation techniques include one or more
significant inputs that are unobservable. This category includes
financial instruments that are valued based on quoted prices for
similar instruments where significant unobservable adjustments
or assumptions are required to reflect the differences between
the instruments.

Fair values of financial assets and financial liabilities that are
traded in active markets are based on quoted market prices
or dealer price quotations. For all other financial instruments,
the Group determines fair values using valuation techniques.
Valuation techniques include net present value, discounted
cash flow models and other valuation models. Assumptions
and inputs used in valuation techniques include risk-free and
benchmark interest rates, credit spreads and other parameters
used in estimating discount rates, bond price and foreign
currency exchange rates.

SE-NEREERE
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(34) PAEEENESHRIA (&)

(@) HUAAREEFENSHIA(E)

(ii)

AREENEE ()

AEERETTR IANQIABER
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BORRAEMNERNTS  TEEE
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RUSBMTANGEEEAFTE —Exk
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Notes to the Interim Financial Report — Unaudited

(34) Fair value measurement of financial instruments
(continued)

(a) Financial instruments measured at fair value (continued)

(ii)

Determination of fair value (continued)

The most common valuation techniques applied by the Group
to determine the fair value of financial instruments are from
interest rates and currency swaps, which are observable market
data with high reliability and do not require the significant
involvement of management’s judgement and estimation.
Observable prices and model inputs are usually available in the
market for listed debt and equity securities, exchange-traded
derivatives and simple over-the-counter (“OTC") derivatives
like interest rate swaps. However, the availability of observable
market prices and inputs varies depending on the products and
markets, and is prone to changes based on specific events and
general conditions in the financial markets.

Certain financial instruments need to be employed with
valuation techniques where one or more significant market
inputs involved are not observable. Examples of these financial
instruments are structured investments, OTC structured
derivatives and certain securities for which there is no active
market. For valuation models involving significant unobservable
inputs, a high degree of management judgement or estimation
is required to select the appropriate valuation model, determine
the expected future cash flows on the financial instruments
being valued, determine the probability of counterparty default
and prepayments, and select the appropriate discount rates.
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(34) PAEENENESRIA(E)

(34) Fair value measurement of financial instruments

(continued)
(@) UAAEBEIENESHRIA (&) (@) Financial instruments measured at fair value (continued)
(iii) FE3ERIIAEETEEH (iii) Information about Level 3 fair value measurements
FABENEENDA
BEEIFEZHRE

FTEMFRARENEE Fair value

HEER Significant measurement sensitivity

Valuation techniques unobservable inputs to unobservable inputs

KEES R E E A NEMA

Investment funds

b

BBES

E=10

Debt securities

BEES
Equity securities

Broker quote

RenERRKa

Discounted cash flow model

(35)
See note below

Not applicable

BT IR & R4 E
& b M X
Forecasted cash flows and
estimated risk-free rate

(35)
See note below

REIBR A EBEFENRRE S RS
BRUAABEFARMCEZE RSN SR
BE BYFRNERTSETEE - (AN
REZXRROTS - EAABENGE
E2EERTSMBRAUERNTISHE
mfdaEr o Bt - EIIHREEMIEATBEDN

Note:

Not applicable

ERBNREE LT
SIBBENAREBE
Significant increase in the
estimated risk-free rate would

result in a lower fair value

NEA
Not applicable

Equity securities under level 3 fair value measurements are generally

classified as financial assets at fair value through other comprehensive

income and are not traded in the active market, accordingly, the fair

value is estimated by reference to market valuations for similar entities

quoted in an active market. It is not practical to quote significant

unobservable inputs.

BRI T ERA o
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(34) PAEEENESHRIA (&)

(@) HUAAREEFENSHIA(E)
(i) FE3EREAABESEEH (F

Notes to the Interim Financial Report — Unaudited

(continued)

(a) Financial instruments measured at fair value (continued)

(34) Fair value measurement of financial instruments

(iiij) Information about Level 3 fair value measurements

(continued)
TRETFEIBRN R BEERBRY The following table shows a reconciliation between the
KEAREREERE RGN opening and the closing balance of fair value measurements in
Level 3 of the fair value hierarchy:
2019%6A30H
At 30June 2019
UAAEEA
BRNEREE URABEFT AR
Financial 2AENENEREE
assets at fair Financial assets at
value through fair value through other Eak
profit or loss comprehensive income Total
Investment Debt Equity
funds securities securities
BRT BETT BETR BEBTR
EE Assets HK$' 000 HK$' 000 HK$' 000 HK$’ 000
R2019F1 818 At 1January 2019 513 13,837 95,801 110,151
Bl Sales (514) - - (514)
%5 Repayment - (77,371) - (77,371)
RERRBANER Gains or losses recognised in the
income statement 1 (147) (5) (151)
REM 2 ARG Gains recognised in other
iERtalleny comprehensive income - 67,681 33,238 100,919
201956 A30R At 30 June 2019 - 4,000 129,034 133,034
REEAMBEMEERARE  Total gains or losses for the period included in the
BarkPRINERSE: income statement for assets held at the end of
the reporting period recorded in:
- BEMENmABR - Gains less losses from dealing in foreign
currencies 1 (147) (5) (151)
- BENARBETABRN ~ Gains less losses from financial assets at fair
SRHEENRRBR value through profit or loss - - - -
REM2EREFERR Total gains recognised in other comprehensive
WERE income - 67,681 33,238 100,919

058 RIFIRIT (EIFR) BIRAF
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(34) PAEENENESHMIA(

(@) HUAREEFENESHIA(E)
(i) FEI3ERGAABETBEEH ()

Z)

Notes to the Interim Financial Report — Unaudited

(continued)

(a) Financial instruments measured at fair value (continued)

(34) Fair value measurement of financial instruments

(iiij) Information about Level 3 fair value measurements

(continued)
2018%F12431H
At 31 December 2018
AR BERA
EafeRiE AR EBERA
Financial HEp2AUERSREE

assets at fair

Financial assets at

value through fair value through other g%
profit or loss comprehensive income Total
REES EBES BaEs
Investment Debt Equity
funds securities securities
BETT BT BETT BETT
EE Assets HK$' 000 HKS' 000 HKS' 000 HK$'000
M2018F1 A1H At 1 January 2018 804 4,000 91,701 96,505
BEA Purchases - - 500 500
Bl Sales (38) - - (38)
EEVIEHEYN Transfer from level 2 - 44,851 - 44,851
#e Repayment - (35,018) - (35,018)
REREERNER Gains or losses recognised in the income
statement (253) 4 (25) (274)
REMEE KRR Gains recognised in other comprehensive
ol income - - 3625 3625
R2018% 128318 At 31 December 2018 513 13,837 95,801 110,151
NEERMEEMEERERS  Total gains or losses for the period included in the
BaxPRINEREE income statement for assets held at the end of
the reporting period recorded in:
- BEMNEERBA - Gains less losses from dealing in foreign
currencies - 4 (29 1)
- BENRRBETAER - Gains less losses from financial assets
SREENEABR at fair value through profit or loss (253) - - (253)
REMZE KRG ERD Total gains recognised in other
lEarit: comprehensive income - - 3,625 3,625

SE-NEXEERE 05
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(34) PAEENENESRIA(E) (34) Fair value measurement of financial instruments
(continued)
(@) UAAEBEIENESHRIA (&) (@) Financial instruments measured at fair value (continued)
(iv) AREESHBENSETTSEER (iv) Sensitivity of fair values to reasonably possible alternative

HRU AR BEAAEMZEKED
FIBANEHEE (ERZEH) AR
REBEEFAEANGEEEAPEER
Fo WIHKBAIBERNTHEE - T
RETHEIEREEESFNAREE
AHMEEANRNSRERERE
EEATBERBRRAEENARER
1E - B10%8)I{TEE) -

assumptions

For the level 3 financial assets at fair value through other
comprehensive income (equity securities), its fair value
is measured by using a valuation model to incorporate
assumptions that are not based on observable market data.
The following table shows the sensitivity of level 3 fair value
measurements on the equity securities measured at fair
value through other comprehensive income. The favourable
and unfavourable changes are determined on the basis of
10% change in fair value to reasonably possible alternative
assumptions.

201956 A30H
At 30 June 2019
RE 2 kS RS
N EELN L Effect on other
Effect on income statement comprehensive income
a7 (RF) =Eil (RF)
Favourable (Unfavourable) Favourable (Unfavourable)
BB BETR BT BETT
EE Assets HK$' 000 HK$’ 000 HK$' 000 HK$’ 000
IAAREEFTAEM  Financial assets at fair value through other
THEMENEBEE  comprehensive income
—ERES - Equity securities - - 7,983 (6,957)
2018F12A31RH
At 31 December 2018
P E A 2 T s e Bk
A E R R Effect on other
Effect on income statement comprehensive income
A (RH) B (F)
Favourable  (Unfavourable) Favourable  (Unfavourable)
BETFT BETFT BT BT
BE Assets HK$" 000 HK$'000 HKS$'000 HK$'000
IAREEGIAEM  Financial assets at fair value through other
2HEBRENEEMEE  comprehensive income
—EmEs ~ Equity securities - - 9,053 (7,654)

060 FIFIRT (EIFR) BIRAE
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(34) PAEENENESRIA(E)

(b)

BAREBEUNTENERTAAAREE

BEESRBPN AR T AL UAREE
HIBE - sk LABRE 201996 A308 & 20184
2ANHNRAAEBEENTANETESY
EE o

()  HKAREEUISIR 2 HBEE
AEENTRMEETERRERS R
T PRIFITREMESBERTR
BEPERERBR KRERESBMITET
Ao

RIT » PRI|ITREAM S BB
MARBEIERRBRMIGHNERES -
W FRZIE - At - BREEREQS
BERE -

BEFERRBFN A BEELEZE
B RIS N R R IR IR 35 K R )
FBNEEE - WEERIMEARER
EfE - BIRFREEEE -

(i) HURAEBEUNIEYEHBERE
BRTEIN  FTESRBESNUNAR
BESYSIZBEEE 201956 A30
H 2018512 A3THH AR BED R
TARKEREBEAR

Notes to the Interim Financial Report — Unaudited

(34) Fair value measurement of financial instruments
(continued)

(b)

Fair values of financial instruments measured at other than fair

value

All financial instruments are stated at fair value or carried at amounts

not materially different from their fair value at 30 June 2019 and 31

December 2018 unless otherwise stated.

(i)

(ii)

Financial assets measured at other than fair value

The Group's financial assets mainly include cash; placements
with banks, central banks and other financial institutions;
loans and advances to customers; investments; and financial
derivative instruments.

The fair values of placements with banks, central banks and
other financial institutions are mainly priced at market interest
rates, and mature within one year. Accordingly, the carrying
values approximate the fair value.

The fair values of loans and advances to customers, taking into
account the relevant market interest rates and being mostly
priced at floating rates close to the market interest rate which
are mainly repriced within 3 months, approximately equals their
carrying amount.

Financial liabilities measured at other than fair value

All financial liabilities are stated at fair value or carried at
amounts not materially different from their fair values at 30 June
2019 and 31 December 2018, except the following:

SE-NEREERE
Interim Report 2019

061



PERRT TS SRS MR — RAEEZ Notes to the Interim Financial Report — Unaudited

(34) AREEENERMIA (&) (34) Fair value measurement of financial instruments
(continued)
(b) UDNABEUNTENERIEAAEE (b) Fair values of financial instruments measured at other than fair
(&) value (continued)

201996 H30H
At 30 June 2019

RHEE5
Carrying AREE E1ER F2EM E3IER
amount Fair value Level 1 Level 2 Level 3

BETRT A¥TR EBE¥TR BT E%¥Tx
HK$’ 000 HK$’ 000 HK$’000  HK$'000  HK$'000

=K Financial liabilities
B #1717 5RAE Certificates of deposit issued 3,120,265 3,141,176 - 3,141,176 -
BEBITERES Debt securities issued 3,402,991 3,443,925 - 3,443,925 -
BBEAR Loan capital 6,275,259 6,502,726 6,502,726 - -
12,798,515 13,087,827 6,502,726 6,585,101 -

2018412 H31H
At 31 December 2018
RESE

Carrying NRfEE FB1ER E2ER FIER
amount Fair value Level 1 Level 2 Level 3
BT T BT BET T BETIT BT T
HK$' 000 HKS$' 000 HKS$' 000 HKS' 000 HKS' 000

sREE Financial liabilities
BB TR RGE Certificates of deposit issued 3,133,151 3,133,245 - 3,133,245 -
BETERES Debt securities issued 3,408,077 3,416,698 - 3,416,698 -
BEIFE A Loan capital 6,283,542 6,442,439 6,442,439 - -

12,824,770 12,992,382 6,442,439 6,549,943 -

062 RIFIRT (EIFR) BIRAF
CHINA CITIC BANK INTERNATIONAL LIMITED



hEAR TS R MY — RSB

(35) REEHNEE

Notes to the Interim Financial Report — Unaudited

(35) Assets pledged as security

20194 2018%F
6A30H 12A31H
At 30 June At 31 December
2019 2018
BT T BT
HKS$’ 000 HKS$' 000
REEFNEE Assets pledged as security
WE MEIRTT ~ PRIBITR Cash and balances with banks, central banks and
Hitt & mg#Em T other financial institutions - 4
FER IR AGE BRI T 17 A9 LA Financial assets at fair value through other
A BEFAEMEERER comprehensive income pledged as
SREE (F) statutory deposits (Note) 226,395 195,795
226,395 195,799
=R Note:
FAEERNEERERTH I TR FER The assets pledged represented statutory deposits pledged by the overseas

EMEIEEOEETH -

(36) HEEE - BENERE

(a) REFENIBEABREAR

NTESREENERESAENES

branches of the Bank to the Office of the Comptroller of the Currency in the
United States.

(36) Contingent assets, liabilities and commitments

(@) Contingent liabilities and commitments to extend credit

AeHE The following is a summary of the contractual amounts of each

WME - significant class of contingent liability and commitment:
20194 20184F
6H30H 12H31H
At 30 June At 31 December
2019 2018
BT T BT
HKS$' 000 HKS$ 000
BEEREEEREm Direct credit substitutes 2,215,362 2,196,356
W SEBNAIAEE Transaction-related contingencies 222,009 253,309
HEZEBMNNEIAE Trade-related contingencies 2,433,054 1,215,101
RHBEER Forward forward deposits placed 7,766,139 4,056,917
HofhAdE Other commitments:
— SRITA MG HBUESER A — which are unconditionally cancellable or
KB EER A 5 B EUH automatically cancellable due to deterioration
in the creditworthiness of the borrower 76,274,761 76,834,222
—REHBREIFHUT — with an original maturity of not more than 1 year 1,213,410 1,100,493
—REHAREIFUE — with an original maturity of more than 1 year 7,391,966 3,789,368
97,516,701 89,445,766
EERBINESEE Credit risk-weighted amounts 7,795,297 5,036,814

SE-NEEEERE 063
Interim Report 2019



064

hEAR TS R MY — RSB

(36) WEEE - REREE (BF)

(a)

(b)

(c)

REFENREREREE (&)

FEREMAEREEEMERNTA - 815
EHEHER - EREMEREREENERK
EIE o B MR EAR EEAFEFIRHAE R
BERNEERRER - BHEBREEER
HEBIRIEHER PR M B AERRN
T - AN ERBREERREIHRIA
B MAENSRAFFBHRIRERE -

FARET BB R h04E 2R e R B h04E
0%Z150% (2018412 A31H : 0%Z150%)

aras
NEE
S

BRI
REER - ABAMEMREBARENTICR
HESM BRI BRI E AT

Notes to the Interim Financial Report — Unaudited

(36) Contingent assets, liabilities and commitments

(a)

(b)

(Continued)

Contingent liabilities and commitments to extend credit
(Continued)

Contingent liabilities and commitments are credit-related
instruments, which include forward forward deposits placed, letters
of credit, guarantees and commitments to extend credit. The risk
involved is essentially the same as the credit risk involved in extending
loan facilities to customers. The contractual amounts represent the
amounts at risk should the contract be fully drawn upon and the
client defaults. As the facilities may expire without being drawn upon,
the contract amounts do not represent expected future cash flows.

The risk weights used in the computation of credit risk-weighted
amounts range from 0% to 150% (31 December 2018: 0% to 150%).

Capital commitments

Capital commitments for the purchase of properties and equipment
outstanding at the date of financial position and not provided for in
the financial statements are as follows:

20195 20184

6H30H 12H31H

At 30 June At 31 December

2019 2018

BT T BET T

HKS$' 000 HKS' 000

BIRENETH Authorised and contracted for 120,332 97,498
BREERENREEE (c) Contingent liability in respect of legal claim

R2019%F6 A30H &%2018%F12 A31H » &R&E
B 88 W AT A RE S H BB R Ak =
REBR)ERITE) -

FRIEIRTT (EIFR) AR AR

CHINA CITIC BANK INTERNATIONAL LIMITED

The Group is not involved in any legal action that would be significant
to the financial position of the Group as at 30 June 2019 and 31
December 2018.
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Unaudited Supplementary Financial Information

(BREFRIZIEASN - HIABHE R EAL) (Expressed in Hong Kong dollars unless otherwise indicated)
(A) HBRRBE (A) Summary of financial position
20196 A30H 2018564307
HE¥ER For the half-year ended 30 June 2019 30 June 2018
IR Financial ratios
FOREUEEL X Average liquidity coverage ratio 236.9% 220.7%
XA L Cost to income 42.4% 37.1%
BEREE Return on assets 0.87% 0.94%
KRBT R ERE Return on average total equity attributable to
equity shareholders of the Bank 8.28% 8.96%
20196 A30H 20185124318
At 30 June At 31 December
2019 2018
BETT BETT
RER/FX At period-ended/year-ended HK$' 000 HKS'000
BEEEFT BT Loans and advances to customers 197,527,235 201,819,882
XEERRBNBHEERRER Expected credit losses allowances on loans and
advances to customers 2,945,008 2,658,898
BERA Total assets 350,618,746 362,944,791
LYSyEE Total customers deposits 276,708,295 288,626,002
R Total equity 45,314,932 45981077
B & Financial ratios
LTERE-RERL X Common Equity Tier 1 ("CET1") capital ratio 13.3% 12.8%
—REALE Tier 1 capital ratio 16.2% 16.7%
BERLE Total capital ratio 19.0% 19.3%
SR E Loans to deposits 71.4% 69.9%
ENYEERELX Loans to total assets 56.3% 55.6%
(B) SRITHAMRMMEERERRK (B) Regulatory disclosure statements available on the

REEHRITE (BE)RA - REEEERA
SERERNFEEBIREE — AN AER
HESE R R(EE o 1B 1] LABAARTTH
#Aukwww.cncbinternational.com A [ E5 & ¥
B —EPEE -

Bank’s corporate website

For the purposes of compliance with Banking (Disclosure) Rules,
information relating to the Group's regulatory disclosure information
are published by using standard disclosure templates as specified
by the HKMA and they can be viewed in the Regulatory Disclosures
section of our Bank's corporate website www.cncbinternational.com.
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Q) BEAXZE

() BEXER

BAFZRHERBRESEREHNGRITE
(BAR)RBDME - EAFTRELERIRES
ﬁ%%ﬁm’&$ﬁ&\ ST B A
BEREFE - ATHAEEFEIFES
ERR LSRR ERINESEE - mMES

RAERBR AR [ EAIERA] -

Unaudited Supplementary Financial Information

(C) Capital adequacy

(i) Capital base

Capital adequacy ratios ("CAR") comply with the Banking (Capital)
Rules issued by the HKMA. The CAR are computed on a consolidated

AIAYAR basis covering the Bank and some of its subsidiaries as required by

the HKMA. The Bank has adopted the “standardised approach” for
calculating the risk-weighted amount for credit risk and market risk

and the "basic indicator approach” for calculating operational risk.

20196308 20185124318
At 30 June At 31 December
2019 2018
BETR BETT
HK$'000 HKS'000
ERERE-RERTARRE Common Equity Tier 1 ("CET1") capital instruments and reserves
BREBRFTAERMERIRE—RERTIAR  Directlyissued qualifying CETT capital instruments plus any
1BERNEE related share premium 18,404,013 17,931,698
RE &7 Retained eamings 18,572,768 17,411,498
BBEGE Disclosed reserves 598,485 101,710
NRETREREBRE-—RER CET1 capital before regulatory deductions 37,575,266 35,444,906
EERE-REXR  EEHE CET1 capital: regulatory deductions
EEREEREREEFEAEFE Deferred tax assets net of deferred tax liabilities 220,646 413359
AtEREE (NREEELHERR) Other intangible assets (net of related deferred tax liability) 609,884 652,210
REESMG T REENMESLH 5t Cumulative fair value gains arising from the revaluation of
ARBERF (EEEARRENE) land and buildings (covering both own-use and
investment properties) 157,969 160,768
—RRIEREERE Requlatory reserve for general banking risks 1,092,119 855,457
HERR Valuation adjustments 7,657 6,602
BETETAGNNEBERRERE Debt valuation adjustments in respect of derivative contracts 2,101 1884
ERRE-RERLTHEARAE Total regulatory deductions to CET1 capital 2,090,376 2,090,280
ERRE-RER CET1 capital 35,484,890 33,354,626
BAH-REX Additional Tier 1 (“AT1") capital
B—JEXBE Total Additional Tier 1 capital 7,772,060 10,085,527
—RER Tier 1 capital 43,256,950 43440,153
“RERIARRE Tier 2 capital instruments and provisions
BEBZHREAREBRNHEE Qualifying Tier 2 capital instruments plus any
related share premium 4,378,227 3915898
REBERMBEENIIRBENELR Reserve attributable to fair value gains on revaluation of
ARAEEETINERREE holdings of land and buildings 71,085 72,346
BERZREX-RBITEREARHBEEER  Collective impairment allowances and regulatory reserve for
EERE general banking risks eligible for inclusion in Tier 2 capital 2,949,853 2,957,962
MREERI R EX Tier 2 capital base before deductions 7,399,165 6,946,206
TREX EEHE Tier 2 capital: regulatory deductions
ZRARKATERE Total requlatory deductions to Tier 2 capital - -
—HER Tier 2 capital 7,399,165 6,946,206
EXEE Total capital 50,656,115 50,386,359

066] HIFIRIT (EIFR) BIRAE
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Unaudited Supplementary Financial Information

Q) EXZZR (&) (C) Capital adequacy (continued)

(i) ERinEEEE (i) Risk-weighted amount
20196 A30A 2018F12A31H
At 30 June At 31 December
2019 2018
BETT BETT
HK$'000 HKS' 000
— EERR ~ Credit risk 239,014,334 239,247,171
— mBER - Market risk 12,194,638 7,337,525
— 3R R — Operational risk 15,055,013 14,184,325
266,263,985 260,769,021
(i) EXRFTEBLER (iii) Capital adequacy ratios
201946 A30H 2018%F 12 A31H
At 30 June At 31 December
2019 2018
— LTBRE—RERLE — CET1 capital ratio 13.3% 12.8%
— —RERLE - Tier 1 capital ratio 16.2% 16.7%
— BEAREE — Total capital ratio 19.0% 19.3%
(iv) PiEREERLLEURPBHEHEALE (iv) Capital conservation buffer ratio and countercyclical capital

buffer ratio

BEEEANL REANAEB L iRiRa ELET

The capital buffer ratios are applicable to the Group on a consolidated

B basis are as follows:
20196 H30H 201812 A31H
At 30 June At 31 December
2019 2018
Pz & At % Capital conservation buffer ratio 2.500% 1.875%
YRR EE AR E Countercyclical capital buffer (‘CCyB") ratio 1.393% 1.071%
3.893% 2.946%

AEERBEERBERZGERAEEGH

The detailed relevant disclosure of the CCyB ratio for each jurisdiction

I D FR 2 AL S R AR RO L
IR EE M BB R R A B SR i A e IR
HIEEEARLL R - WABBATTHELA T &
EWEE|—HIREE -

and the geographical breakdown of risk-weighted assets in relation
to private sector credit exposures using the standard templates as
specified by the HKMA can be viewed in the Regulatory Disclosure
section of our Bank's website.
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Unaudited Supplementary Financial Information

(C) Capital adequacy (continued)

(v) Capital instruments

and Tier 2 capital instruments.

The following is a summary of the Group's CET1, AT1 capital securities

20196 A30H 20184F12 A31H
At 30 June At 31 December
2019 2018
BT B TT
HK$’' 000 HKS$"000
TITRITHEBERE—RELRTIER CET1 capital instruments issued by the Bank
IR Ordinary shares:
BERETRAMELER 12,111,121,568 issued and fully paid
12,111,121,568 1% ordinary shares 18,404,013 18,404,013
201956 A30H 2018512 A31H
At 30 June At 31 December
2019 2018
BETT BT
HK$000 HKS$"000
B —REXES Additional Tier 1 Capital Securities
18 300,000,000 3 7T A 5k A& 7Y Undated non-cumulative subordinated capital
FRBREERES securities with US$300 million - 2,310,168
{8 500,000,000 3 7T Y sk 4B 7Y Undated non-cumulative subordinated capital
HRBREELRES securities with US$500 million 3,863,084 3,863,084
{8 500,000,000 3 TT Y sk B AY Undated non-cumulative subordinated capital
ERBREERES securities with US$500 million 3,907,328 3,907,328
7,770,412 10,080,580
201956 A30H 2018512 A31H
At 30 June At 31 December
2019 2018
BT BT
HK$000 HKS$"000
“HREXRTA Tier 2 capital instruments
RITEELT Issued by the Bank
R 2020F B EAFF B K A6.875% + US$500 million Subordinated Fixed Rate Notes
[E{E500,000,000E TTHREZEHE  at 6.875%, due 2020 2,402,862 3,943,791
2024 F B HRF B 2 56.000% + US$300 million Subordinated Fixed Rate Notes
[E{E300,000,000E TTHIRIEZRIE  at 6.000%, due 2024 - 2,339,751
2029 F B HAFF B 54.625% © US$500 million Subordinated Fixed Rate Notes
[E{E500,000,000E TTHVEEEE  at4.625%, due 2029 3,872,397 -
6,275,259 6,283,542
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(vi)

(vii)
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PR ERNREERESERRERAITR
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Unaudited Supplementary Financial Information

(@

(vi)

Capital adequacy (continued)

Leverage ratio
The Bank is required to disclose its leverage ratio calculated on a
consolidated basis covering the Bank and some of its subsidiaries.

2019%F 6 H30H 2018 12 A31H

At 30 June At 31 December

2019 2018

AR Leverage ratio 11.6% 11.4%

RATE RRENFERRIESBERL
KNSRI ERTTHEANEERE | &0
HEITER -

same
ARSI - AR IR TR POROF B 8t
RIS T B 0k 2 BRARE © 45
A RUERRHTT & RREET S0 BH)
ERAEBEMTRATFANBAT -
#ERRBERTRATETHBAF - #
T -

(vii)

The detailed relevant disclosure of the leverage ratio using the
standard templates as specified by the HKMA can be viewed in the
Regulatory Disclosure section of our Bank's website.

Basis of consolidation

Unless otherwise stated, all financial information contained in the
interim financial report is prepared on the consolidation basis for
accounting purposes. The main difference between the consolidation
basis for accounting and regulatory purposes is that the former
includes the Bank and all its subsidiaries whereas the latter includes
the Bank and only some of the Group's subsidiaries, which are
discussed below:

EREIERITREBRITE (X)) A The HKMA has granted approval under section 28(2)(a) of the Banking
BIYEE28(2)(a) 15 » FETFIMIE A A LAEE —4R (Capital) Rules for the Bank to calculate its CAR on a solo-consolidated
BEMAETTHERTBLLEX - AR basis instead of on a solo basis in respect of the following subsidiary:
BF-EMtE
20196 A30H
At 30 June 2019
Total assets  Total equity
BETT BT
MEBATEE Names of subsidiary TEER Principal activities HK$’ 000 HK$’ 000
BEREBERAF Viewcon Hong Kong Limited RiEmE Mortgage financing 1,333 1,322
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(C) Capital adequacy (continued)

(vii) Basis of consolidation (continued)

On the other hand, the Bank is required under section 3C(1) of the

BIYEICHIE » 3t NIMIB A T A% & A Banking (Capital) Rules to calculate its total capital on a consolidated
HEHEBENK basis in respect of the following subsidiaries:
20196 A30H
At 30 June 2019
Total assets  Total equity
BETR BETR
MEAREE Names of subsidiaries TEEK Principal activities HK$' 000 HK$' 000
ERERARRE Carford International Limited MEFE Property holding 39,148 15,997
HIZIRITEIRR (R E) CITIC Bank International (China) AT Banking
ARAT Limited 10,974,339 1,506,953
HiERERBERAA CITIC Insurance Brokers Limited Rigaga Insurance broker 286,146 254,893
CKWB-SN Limited CKWB-SN Limited BATHEBEZIER  Issue of structured notes and
5 & investments - -
CKWH-UT2 Limited CKWH-UT2 Limited BITRERRE Issue of subordinated notes - -
EREANTBAERAT HKCB Finance Limited HEBEE Consumer financing 5,987,275 546,287
REHRHBARAR Ka Wah International Merchant BEER Inactive
Finance Limited 3,904 3,857
RERIT (L) BRAR The Ka Wah Bank (Trustee) Limited R Trustee services 5,467 5,452
ERAEBERAF Viewcon Hong Kong Limited RIBRE Mortgage financing 1,333 1,322
RERIT (B BRAE

CHINA CITIC BANK INTERNATIONAL LIMITED
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Q) BEXZZE (&) (C) Capital adequacy (continued)

(vii) AREERE (&) (vii)
MERIBARBNEEEEANMNE QRS
BEITENEEREBIEREE  MZSE

Basis of consolidation (continued)
Subsidiaries not included in consolidation for regulatory purposes are
nominee services companies and assets management companies

BLHERRITE (BA) RAD) REE (R
TRIGP) MR B RBAER TR EANIASHRE
R 2 GPIARAT - Btk - RIFCIRITE

which authorised and supervised by regulators and are subject to
supervisory arrangements regarding the maintenance of adequate
capital to support business activities comparable to those prescribed

(EAR)RADB3BS - AITAGE ERE
%ﬁ/ﬁwﬁjgﬁ%jﬁZ:@?ﬁw\—FM;jEQa :

for authorised institutions under the Banking (Capital) Rules and the
Banking Ordinance. The following subsidiaries are deducted from the
Bank's capital base under Part 3 of the Banking (Capital) Rules:

201956 A30H
At 30 June 2019
Total assets  Total equity
BETT BETT
MEAREE Names of subsidiaries TEEK Principal activities HK$' 000 HK$' 000
BAEARIT(REA) The Hongkong Chinese Bank REARE  Nominee services
BR AT (Nominees) Limited 4 4
REIRT(RE)ABRAR  TheKaWah Bank (Nominees) Limited ~ fXIEABRTS  Nominee services 3,566 75
Security Nominees Limited Security Nominees Limited RIEARBE  Nominee services - -
HREBRSERARAT Sino-Allied Development Limited BEEK Inactive 10 10
ERBEEBEERBRARAR  CNCBI Investment Holdings Limited &R Investment holding 497,391 496,291
EREFEEEEERAF CNCBI Asset Management Limited BEER Asset management 15,119 16,054
ERERIBEEBERAF  CNCBIFinancial Consultant Limited EFNGES Not yet commenced business 1,474 (1,995)
Prosperous Century Global Prosperous Century Global Investment 1% & &% Investment fund
Investment Fund SPC Fund SPC 430,609 430,609

HZE2019F6 A30BIHHHR - KAEEIWRE
WEBAREST REEMEHHBSERE
HEA - BRENEGE HRAEMER -

As at 30 June 2019, there are no subsidiaries which are included
within both the accounting scope of consolidation and the regulatory
scope of consolidation, the method of consolidation of which differs.

BEAN - AEREDR A EAHB AR R BEEM
EEMEMEaBER - M RRESM
SHARAHENR -

There is also no subsidiary which is included in the regulatory scope
of consolidation but not in the accounting scope of consolidation.
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(D) Segmental information on loans and advances to

) customers — by geographical areas

201956 A30H

At 30 June 2019
EFER BHER HEEF SE1MEER Ep)i= EIMEER
RB% ERRBR BERRBR HHGEE HHGEE HHGEE
Loansand Overdue loans Impaired loans BREE BRER BRER
advancesto andadvances and advances Stage 1 ECL Stage 2 ECL Stage 3 ECL
customers  to customers  to customers allowances allowances allowances
BETRT BETT BETT BETT BETT BT
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$'000
B8 Hong Kong 114,420,549 613,165 821,207 264,386 1,126,171 195,419
A i Mainland China 59,579,199 559,998 1,618,385 157,562 132,278 921,177
x United States 6,768,994 12,847 176,157 25,432 16,641 5,931
B Singapore 4,958,426 71,311 71,311 4,358 - 1,203
Hh Others 11,800,067 46,835 46,835 74,349 8,240 11,861
197,527,235 1,304,156 2,733,895 526,087 1,283,330 1,135,591

2018%F12H31H

At 31 December 2018

BEFER jal iy HEEF EEER FMEER F3MEE
REFR ERRBR ERRBR HHEE HHEE HHEE
Loansand  Overdueloans  Impaired loans 1BREE PR BREE
advancesto  andadvances  and advances Stage 1 ECL Stage 2 ECL Stage 3 ECL
customers to customers to customers allowances allowances allowances
BT BT BT BT BT AT
HK$'000 HK$'000 HK$' 000 HK$" 000 HK$'000 HK$'000
B8 Hong Kong 114,341,202 123,082 753,215 282,575 776,875 216,898
H B A3 Mainland China 55,148,825 1,035 648,527 209,139 817,621 56,697
e United States 7,303,786 19,345 19,345 27,470 25,753 12,363
N Singapore 5,625,789 256,362 256,362 6,040 - 88,618
Hith Others 19,400,280 38,689 38,689 106,146 7977 24,726
201,819,882 438,513 1,716,138 631,370 1,628,226 399,302

FHitin R AN R ZHEFHRELE D -
WEEEERER - HEXSHFER TR
BRm— T ELERNERRR G EEER

The above geographical analysis is classified by the location of the

counterparties after taking into account the transfer of risk. For a

claim guaranteed by a party situated in a country different from the

FHIBRZKEES - counterparty, risk will be transferred to the country of the guarantor.

Overdue loans and advances are loans that have been overdue for

BHER LB EEBREEIEANEK -

more than three months.
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(E) Overdue loans and advances to customers

201956 A30H 20185124318
At 30 June 2019 At 31 December 2018
hEFEN HEFER
RBHAH kB
R ES BAX
% of total % of total
loans and loans and
BETT advances BETT advances
HK$"000 to customers HKS'000 to customers
BB eBERNE The gross amount of loans and advances has been
overdue for periods of:
—3{EANLZ6MHA - 6 months or less but over 3 months 71,726 0.04 92,265 005
-6 ANLEIE ~ 1 year or less but over 6 months 1,109,726 0.56 174 0.00
— 1N - over 1 year 122,704 0.06 346,074 0.17
1,304,156 0.66 438513 0.22
BEARHET BT Secured overdue loans and advances 1,228,938 257,944
ERFARETRER Unsecured overdue loans and advances 75,218 180,569
1,304,156 438,513
BERERBHET RBTN Market value of collateral held against the secured
BRmmE overdue loans and advances 1,579,421 341,501
BHEEBRAEE Expected credit losses allowances made 322,467 160,224
EREES DN ES LS EHASHK Loans and advances with a specific repayment date are classified
FEDEE - WREARIIREE - B)5E as overdue when the principal or interest is overdue and remains
BHEIETE - BIRSRIEAIM S S EEAEZA unpaid at the period end. Loans repayable on demand are classified
PEESEA - BERAMKRITIERES as overdue either when a demand for repayment has been served
% /s B BB W B AR A i R on the borrower but repayment has not been made in accordance
B OISR R B g EAEARR - JRA with the demand notice, and/or when the loans have remained
VEBI AR TR o continuously outside the approved limit advised to the borrower for

more than the overdue period in question.
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() BHMEFERRER(Z) (E) Overdue loans and advances to customers (continued)
HREHER N RN REFEBENEKRE Eligible collateral held in respect of the overdue loans and advances,
EERAREEZRREEMEDE - 5 BERR is “Eligible Physical Collateral” which mainly comprises real estate
BfEE THMEM - properties. The eligible collateral should generally satisfy the

following:
@ ZEENTMERAMKRENASE @)  The market value of the asset should be readily determinable or
iEERBE o can be reasonably established and verified.
(b)) HZEEARMSHERB _FHi5GA (b) The asset is marketable and there exists a readily available
BRI BEELE © secondary market for disposing of the asset.
© AITHBULEBRERNER T RE (€ The Bank’s right to repossess the asset is legally enforceable and
BT EIE ERRER without impediment.
d) AITEEFERAIHZEETEE (d)  The Bank is able to secure control over the asset if necessary.
B o
20196 H308 Kk2018F12A431H » A& There were no advances to banks and other financial institutions and
=] 3 A 80 BREA iR 3 1 A a9 #R1T S Bt & i other assets which were overdue for over three months at 30 June
BRRMEMEE o 2019 and 31 December 2018 respectively.
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REHER (F) Rescheduled loans
20196 A30H 2018412 A31H
At 30 June 2019 At 31 December 2018
HEFER HEFERK
BB mMmEE PNEE Sk
Ao X ERES
% of total % of total
loans and loans and
BET T advances BT advances
HKS$' 000 to customers HKS" 000 to customers
KEHER Rescheduled loans 185,009 0.094 5,588 0.003

REHEERRIEERARE RN 2 ERE
NINERER MR T R B ER EAERGTE
EVEATR B B RT HE SR IR AR SR B T
S IE—REEER - FEPEAERCHIR
HigmHiaE3E A I 2 M & (B) E a0
HREATK

MR2019%F6 A30H &2018%F12 8310 » AR&E
B3 B EAARRIT M E A BB -

Rescheduled loans are those advances which have been restructured
or renegotiated because of a deterioration in the financial position
of the borrower, or the inability of the borrower to meet the original
repayment schedule and for which the revised repayment terms are
non-commercial to the Group. Rescheduled loans to customers are
stated net of any advances that have subsequently become overdue
for over three months and are reported as overdue advances in note

(B).

There were no advances to banks and other financial institutions
which were rescheduled at 30 June 2019 and 31 December 2018
respectively.

mESE (G) Repossessed assets

201946 H30H 2018412 A31H
At 30 June At 31 December
2019 2018
BT T T
HK$’ 000 HKS' 000

B ARFERNBFH K Included in loans and advances to customers and
H M ARIEH other accounts 13,936 166,617

LA FE0EE 5201956 A30H 20185 12 A 31
BEE & EMGHETTISER -

The amount represented the estimated market value of the
repossessed assets at 30 June 2019 and 31 December 2018
respectively.
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RIENERE

R DIR10%H) B SR Sl [ 73 5P 4R

Unaudited Supplementary Financial Information

(H)

International claims

International claim refers to the sum of cross-border claims in all

currencies and local claims in foreign currencies determined as based

on the calculation methodology specified in the HKMA's Return of

International Banking Statistics. International claims are on-balance

sheet exposures of counterparties which attributable to the country or

segment, after taking into account risk recognised transfer, constitute

T to not less than 10% of the aggregate claims are shown as follows:
201956 A30A
At 30 June 2019
FRITIABAE
Non-bank private sector
FEBAT
SRS 3
BAHE Non-bank AR
R1T Official financial Non-financial k]
Banks Sector institutions private sector Total
BETT BETR BETR BETR BT
HK$' 000 HK$' 000 HK$'000 HK$'000 HK$' 000
[REEEER Developed countries 27,280,910 1,584,951 1,679,077 4,154,800 34,699,738
B Offshore centres 11,997,465 32,557 7,953,394 44,004,872 63,988,288
HEREB of which Hong Kong 3,652,794 31,967 7,374,187 31,217,016 42,275,964
BEADAR Developing Asia-Pacific 52,143,350 1,937,359 10,312,641 52,444,493 116,837,843
HihE R of which Mainland China 49,216,042 1,936,481 10,312,641 50,982,869 112,448,033
2018F 124318
At 31 December 2018
FEIRITRLAMERE
Non-bank private sector
JERTT
TRIKIE Fem
BHE Non-bank FLAME
RIT Official financial  Non-financial mE
Banks Sector institutions  private sector Total
BT BB BB BETT BETT
HKS$'000 HKS$'000 HKS'000 HK$'000 HKS'000
EERAR Developed countries 22,881,847 30,452 1,787,729 5,265,326 29,965,354
BEET L Offshore centres 14,938,225 792 17,107,420 46,162,347 78,208,784
HAEE of which Hong Kong 11,879,024 116 10,418,174 32,477,257 54,774,571
BEPDAR Developing Asia-Pacific 65,752,116 512,056 6,628,107 47932710 120,824,989
HihE R of which Mainland China 65,577,390 511,443 6,628,107 47,021,182 119,738,122
FRISIRAT (BEIRR) BRR AR
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Unaudited Supplementary Financial Information

()  Mainland Activities

Mainland Activities are Mainland China exposures to non-bank

counterparties and their categories and the type of direct exposures
defined by the HKMA's Return of Mainland Activities.

2019%6A30H
At 30 June 2019
BBMRERA BB RN
HERAE MEREE
On-statement Off-statement
of financial of financial iR
position exposure position exposure Total
BT BRI BRI
HK$' 000 HK$' 000 HK$'000
(1) HREA - PRBFHERROEE Central government, central government-
REMBARANEERE owned entities and their subsidiaries
and joint ventures (JVs) 39,082,872 1,859,467 40,942,339
Q) BHHT - A RAEREEE Local governments, local government-
RERBAAMEERE owned entities and their subsidiaries and Vs 11,856,532 268,056 12,124,588
() BEARERRIER BN PRC nationals residing in Mainland China or
HBERENBLARANAELE other entities incorporated in Mainland China
and their subsidiaries and JVs 70,477,117 4,263,564 74,740,681
4 TRELREIEOEMFRBFEE  Other entities of central government not reported
in item 1 above 11,333,834 275,808 11,609,642
() TEELMEIEMEMMAHTEE  Otherentities of local governments not reported
initem 2 above 856,575 177,284 1,033,859
6) EEBARFEABAENFEARARSE  PRCnationals residing outside Mainland China
HEEINK or entities incorporated outside Mainland China
where the credit is granted for use in Mainland China 16,991,687 2,370,683 19,362,370
() EfiREEERAREINMIERIT  Other counterparties where the exposures
RHHF Bk are considered by the reporting institution
to be non-bank Mainland China exposures 10,153,909 26,258 10,180,167
ik Total 160,752,526 9,241,120 169,993,646
EMHEREENEELS Total assets after provision 350,618,746
EEERRANBRARGEEETIR On-balance sheet exposures as percentage of total assets 45.8%
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() RHbERK(E) ()  Mainland Activities (continued)

2018%F12431H

At 31 December 2018
BBRAERA BBARARIN
£ e MRBAE

On-statement Off-statement
of financial of financial Faks
position exposure  position exposure Total
BETT BETT BETT
HKS'000 HKS" 000 HKS" 000
(1) PRI - PREFHEREE Central government, central government-
LEMBARNGALE owned entities and their subsidiaries
and joint ventures (JVs) 31,479,387 472,197 31,951,584
() WAME - A BRROEE Local governments, local government-
REMBRAMEERE owned entities and ther subsidiaries and Vs 12,284,640 549,357 12833997
(3) EARELRIEREAMK LN PRC nationals residing in Mainland China or
LB RENBARNAELE other entities incorporated in Mainland China
and their subsidiaries and JVs 67,756,250 3,906,080 71,662,330
4 TEELAFIEMEMRREITEE  Otherentities of central government not reported
initem 1 above 15,222,043 162,342 15,384,385
(5) TEELREEHEMMABITER  Other entities of local governments not reported
in item 2 above 756,526 137,980 894,506
(6) EEBERPERBAEIFERARS  PRCnationals residing outside Mainland China
HEBEINK U or entities incorporated outside Mainland China
where the credit is granted for use in Mainland China 17,432,219 2,365,071 19,797,290
() AtiRmERER BT EMMIERT  Other counterparties where the exposures
RHHF AR are considered by the reporting institution
to be non-bank Mainland China exposures 13,992,493 57433 14,049,926
B Total 158,923,558 7,650,460 166,574,018
EHREGRSNEERR Total assets after provision 362,044,791
BEBBRRNEREAEEEEERNR On-balance sheet exposures as percentage of total assets 438%
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Unaudited Supplementary Financial Information

0

(a)

Risk management

The Group manages its risks under the oversight of the Board of
Directors and its delegated committees. The Risk Management
Group has been entrusted with the ongoing responsibilities of
driving and implementing the Group's risk management framework
and governance encompassing the identification, quantification,
monitoring, reporting, and mitigation of the risks to which the Group
is exposed.

The Group adopts the Standardised Approach for credit and market
risk measurement, and the Basic Indicator Approach for operational
risk measurement. The Group has established policies, procedures
and processes to identify and set appropriate risk limits, as well as
to analyse, control and monitor these risks. The Group continually
strives to enhance its risk management framework and infrastructure
in keeping with the market, product offerings and international best
practices. The Group's internal auditor performs regular independent
audits to ensure due compliance with internal policies and regulatory
requirements.

The Group manages the following main types of risk:

Credit risk management

Credit risk is the risk of financial loss due to the failure of a customer
or counterparty to fulfill its contractual obligations. Credit exposure
principally arises in loans and advances, debt securities, treasury bills
and trading derivatives, as well as in the credit risk from financial
arrangements in off-balance sheet financial positions such as loan
commitments. The Group has developed standards, policies and
procedures to measure, monitor and mitigate the risk of its lending
business. The policies and procedures are reviewed as required, to
respond quickly to the changing market environment and to better
reflect the risk factors for the Group's credit considerations.

To proactively strengthening the risk infrastructure and combat the
ever-increasing and complex regulatory environment, the Group has
implemented a number of risk management projects and initiatives.
The Group has fortified its risk management structure, tools and
capabilities as well as implemented various regulatory projects to
achieve full compliance with the new rules and regulatory standards,
including Banking (Exposure Limits) Rules, Initial Margin Standard,
and Standardized Approach to Counterparty Credit Risk. Furthermore,
the Group continues to enhance the governance, control process,
reporting, disclosure and variance analysis for expected credit losses
(ECL) calculation.
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(a)

Risk management (continued)

Credit risk management (continued)

Credit risk is controlled and managed by the Risk Management Group
("RMG") under the oversight of the Credit Committee, and is reported
to the Credit & Risk Management Committee (‘CRMC") at the board
level on a quarterly basis. These committees provide appropriate
oversight of the Group's risk management practices by defining the
Group's policies and risk appetite, and providing the RMG with the
means to implement measures to mitigate credit risk arising from the
Group's adopted strategy.

Credit risk embedded in products is identified and measured in
product programmes. Credit risk pertaining to individual customers is
identified and measured by credit officers utilising internal risk rating
models. Credit applications are approved by credit officers under
delegated authorities or by the Credit Committee.

The Group mitigates credit risk by taking collateral and entering into
offsetting or netting agreements with borrowers and counterparties,
as the case may be, should such clauses and agreements be legally
established and enforceable.

Concentration of credit risk exists when changes in geographic,
economic or industry factors similarly affect groups of counterparties
whose aggregate credit exposure is material in relation to the Group's
total exposures. The Group's portfolio of financial instruments is
scattered across various geographic, industry and product sectors.

Credit risk for treasury transactions is managed in the same way as the
Group manages its corporate lending risk. Risk grading is applied to
the debt issuers, with individual credit limits set.

Credit and counterparty risks related to countries and financial
institutions are assessed and monitored regularly according to the
Group's Country Risks and Financial Institution Risks policies. The
policies are implemented together to effectively assess and control
credit limits and tenors made available to the respective financial
institutions under an umbrella country risk limit for each country.
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(J) Risk management (continued)

(@) Credit risk management (continued)
The Group applies the same credit policy in respect of contingent
liabilities as in respect of financial instruments recorded on the
statement of financial position, based on loan approval procedures,
use of limits to reduce risk and monitoring. Credit risk is also mitigated
by obtaining collateral in the form of pledged assets and guarantees
from borrowers and third parties.

(i) Credit quality

The Group has a 24-grade internal risk rating system (Grades
G01-G21 for performing financial assets and Grades G22-G24
for non-performing financial assets) that maps to external
credit rating agencies’ rating scales. This framework facilitates
more granular credit risk reporting, thus enhancing the internal
management. The risk rating are assigned according to
differing customer segments (manufacturing, trading, property
development/investment, etc.) which enables the ranking of
the credit quality of each customer and the governing of the
credit exposure for individual customers or counterparties.
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) EpERE(E) (J) Risk management (continued)
(@ FEERREE (&) (a) Credit risk management (continued)
) EEEX(E) (i) Credit quality (continued)
BAEFPHERETRE S ET HR Customers' risk ratings are reviewed regularly and amendments,
A WiRFEERF SN - LEER where necessary, are implemented promptly, particularly
@JE’JW%F?RT AEBENNBLZES in times of fluctuating market conditions. The Group also
BETHERRIBENEE (BRI R maintains a committee to regularly oversee weaker credits
2%619;.;62 FOUNBEAEBERA (which have lower risk ratings of G19-G21) to preserve the
BHEE - TRIITAEERFRE Group's quality portfolio. The table below outlines the Group's
ERE RN EEMERTR rating scale benchmarked against external credit agencies:
BEECAIFR
Reference ECAI Rating
(N BE REER EEER A
Obligor Grade Moody's S&P Fitch Rating Description
GO Aaa AAA AAA ERRRAATAERENBLMEE S - AR AR B AR E R
VAR FOERT - AR ERRRKTRRE
Obligations are judged to have the highest intrinsic, or standalone, financial
strength, and thus subject to the lowest level of credit risk absent any possibility of
extraordinary support from an affiliate or government.
G02—G04 Aal/ha2/ha3  AAHANAA-  AAHANAA-  BBER ARG EERENBLMEE S - B GRA M BE LA R HBH
REFHISHNERT - AXNEREBRIERE -
Obligations are judged to have high intrinsic, or standalone, financial strength, and
thus subject to very low credit risk absent any possibility of extraordinary support
from an affiliate or government.
G05—G07 A1/A2/A3 A+/A/A- AN BBBEARAGEERRERFNBEINEE S - AMERRRA EAHHA
ABFANFRIZHOERT - EAXOERRRBERR o
Obligations are judged to have upper-medium-grade intrinsic, or standalone,
financial strength, and thus subject to low credit risk absent any possibility of
extraordinary support from an affiliate or government.
G08—G10 Baal/Baa2/Baa3 BBB+/BBB/BBB- BBB+/BBB/BBB- FERKARAFABPELBUMNNBES AR ARELEEILES
% MRAERBREERBTRESHSROBER T AN ERRR i%im
g o
Obligations are judged to have medium-grade intrinsic, or standalone, financial
strength, and thus subject to moderate credit risk and, as such, may possess certain
speculative credit elements absent any possibility of extraordinary support from an
affiliate or government.
GI1—GI3 Bal/Ba2/Ba3 BB+/BB/BB-  BB+/BB/BB- EBWARAFEERBUIBUNNBES  MEALRATAREMRER
B RESHIFHOERT - REERRANCHER -
Obligations are judged to have speculative intrinsic, or standalone, financial
strength, and are subject to substantial credit risk absent any possibility of
extraordinary support from an affiliate or government.
FRISIRT (BIRR) BIR DA

CHINA CITIC BANK INTERNATIONAL LIMITED
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(a)

RRER (12) (J) Risk management (continued)
EERBRER (&) (@) Credit risk management (continued)
) EEEX(E) Credit quality (continued)
SEECAITR
Reference ECAI Rating

(- INY B REER EEER A

Obligor Grade Moody’s S&P Fitch Rating Description

G14—G16 B1/B2/B3 B+/B/8- B+/B/B-  EBHAAEFEERBMIBUNREE ) - ERERAENEREER
B RER RIS SONERT - @A SERRR -
Obligations are judged to have speculative intrinsic, or standalone, financial
strength, and are subject to high credit risk absent any possibility of extraordinary
support from an affiliate or government.

GI7-G18 Caal/Caa2 CCCH/CCC CCH/CCC BEBRRA/AFARRBUERBUNHHES - ETLRAREBHARRR
MRS ROBERT - @AZEERNERER -
Obligations are judged to have speculative intrinsic, or standalone, financial
strength, and are subject to very high credit risk absent any possibility of
extraordinary support from an affiliate or government.

G19 Caa3 cc- cc- EREERRAFEERENREN - TARTRERSELEY  BNE—F

FEWL MRS MH S EWH AT -

Special Mention Obligations are judged to have highly speculative intrinsic, and are likely in, or near,
default, with some prospect of recovery of principal and interest.

G20 Ca c C ERHRAATEEREREY - T ERATEENBOIFEEEIENNMR

FEWT & BNA-ENASMMS QKR

Special Mention Obligations are judged to have highly speculative intrinsic, and are likely in, or very
near, default, with some prospect of recovery of principal and interest.

G21 C C C BERFRARE - BEEBED  ORAEHA SRR -

FREIT

Special Mention Obligations are the lowest rated and are typically in default, with little prospect for
recovery of principal or interest.

G22 D D D

R R - BEEEDRHK -

Substandard Substandard. In accordance with the Asset Classification Policy.

G23 D D D

R R RIBEEDBBR

Doubtful Doubtful. In accordance with the Asset Classification Policy.

G24 D D D

Bx B - REEESBHER

Loss Loss. In accordance with the Asset Classification Policy.

Unaudited Supplementary Financial Information
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(J) Risk management (continued)

(@) Credit risk management (continued)
(i) Exposure of credit risk

The maximum exposure to credit risk at the end of the reporting
period, without considering any collateral held or other credit
enhancements, is represented by the carrying amount of
each financial asset in the statement of financial position after
deducting any impairment allowances. A summary of the
maximum exposure is as follows:

201956 A30H 2018512 A31H
At 30 June At 31 December
2019 2018
BT T BT T
HK$’ 000 HKS"000
R RIERIT ~ PRIBITR Cash and balances with banks, central banks
Hit & BB &T and other financial institutions 20,969,197 29,622,486
EIRTT ~ PRIBIT R EA Placements with and advances to banks, central
TRIBIBO TR R BR banks and other financial institutions 52,621,210 52,886,380
AR EEFABRD Financial assets at fair value through profit or
TRVEE loss 2,756,147 1,440,019
THEZRIA Derivative financial instruments 4,582,402 6,027,833
EFRFERRBHRRHAMIRIE Loans and advances to customers and other
accounts 200,355,268 203,501,746
AR EBEFAEMEERER  Financial assets at fair value through other
ERMEE comprehensive income 66,439,102 66,881,606
BB EREEMEBZEEA/BA  Financial guarantees and other credit-related
SBEE contingent liabilities 12,636,564 7,721,683
BERAEREMEEE Loan commitments and other credit-related
B R A commitments 84,880,137 81,724,083
445,240,027 449,805,836
B EEEENEERESMNSREEN Further detailed analyses of the credit quality of financial assets

DN 2V RS EAZ T
BRI EEO)@)(vil) ©

PIERAT (BRR) BRAF
CHINA CITIC BANK INTERNATIONAL LIMITED

by credit quality and stage distribution are provided in the note
(J)(@)(vii) of the Unaudited Supplementary Financial Information.
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(J) Risk management (continued)

(@) Credit risk management (continued)

(iii)

Master netting arrangement

The Group enters into enforceable master netting arrangements
with counterparties. If an event of default occurs, all outstanding
transactions with the counterparty are terminated and all
amounts outstanding are settled on a net basis. Except for
the event of default, all outstanding transactions with the
counterparty are settled on a gross basis and generally do not
result in offsetting the assets and liabilities in the statement of
financial position. The Group discloses information for financial
statement users to evaluate the effect or potential effect of
netting arrangements, including the rights of set-off associated
with the Group's recognised financial assets and recognised
financial liabilities, on the Group’s financial position.

201956 A30A
At 30 June 2019
Eqigiigfﬁ ERBRRRARFEHNERAE
Derivative Related amounts that are not offset in
financial the statement of financial position
instruments
presented in SRIA  BERLEHR
the statement of Financial  Cash collateral e
financial position instruments received Net amount
BETT BRI AR BETT
HK$'000 HK$' 000 HK$' 000 HK$' 000
tREE Financial assets
~FESBIA(HE16) - Derivative financial instruments (note 16) 4,582,402 (2,466,968) (955,732) 1,159,702
ERAE Financial liabilities
~HESBTA(ME16) - Derivative financial instruments (note 16) 4,834,254 (2,466,968) - 2,367,286
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CHINA CITIC BANK INTERNATIONAL LIMITED

J) EREEE) (J) Risk management (continued)
(@ FERKBER (&) (@) Credit risk management (continued)
(i) EEFEEZE GZE (B (iii)  Master netting arrangement (continued)
2018F12A31H
At 31 December 2018
Eﬁﬁﬁtiigfj ERBRREA SRR EHNERAE
Deivative financial Related amounts that are not offset in the
—— statement of financial position
presented in SHIE  HEARHER
the statement of Financial  Cash collateral et
financial position instruments received Net amount
BETT BETT BETT BB
HKS'000 HKS" 000 HKS"000 HKS"000
SREE Financial assets
—frEeBIA (FE16) - Derivative financial instruments (note 16) 6,027,833 (3,046,261) (1,828,798) 1,152,774
eRAR Financial iabilities
—fTEEBIE (M) - Derivative financial instruments (note 16) 6,543,351 (3,046,261) - 3,497,090
(iv) ZERiEERE R — KR REEMEHE (iv) Mitigation of credit risk — Collateral and other credit
H enhancements
REB N HIEHFE R AR RS The Group is dedicated to mitigating credit risk, and this takes
EERR - —MME - ANEE KR many forms. In general, risk to the Group’s ultimate credit
BEETEREAURESKZEN exposure is mitigated by recognised collateral and credit risk
OMEK o« NEBEBKEERTRES enhancement. The Group continuously seeks to enhance its
BEREAKF - level of credit risk mitigation.
NEEBREER LT MEA I The principal collateral received to secure loans and advances
mEEEIEIEE - IReEE - pRE includes mortgages, cash collateral, equities, accounts
FEUNEBENERE - BREEHREENLNAEER receivable assignments, standby letters of credit and listed debt
MESH FHERES o EREFER securities acceptable to the Group. In some cases, depending
T REEBRIERFEMARLMEFH on the customer’s position and the types of credit products,
MZEERER @ #tZxAatEREA some loans may be granted and backed by corporate or
VEEREERR - personal guarantees only.
FREER1T (EIRR) BIRAF



REECZMHAYBER

) BERERE)

(@) FERREE(E)

(iv)

ERIE B AL — B #im REMEHE
7t (%)

AEEA - ERFENERLNFZEE
ARBER R LERRANAREE
REMGBESH - ZEESBERRST
WEEEHies - AEBUERBILE
75 R R#) (75 K 3R 75 ) 1B E Bt s
UiEREMBETaEBmERR -
BEEMREREEERRETNE
2 AEBERRAFEEATP &R
5 ¥ F BIE TR EE N R AN T A IF B ALK
SRS -

AREBEP2019%F6 A30H M2018512
A31BSHEARNEERR S (N
REREMSAER) T -

Unaudited Supplementary Financial Information

(J) Risk management (continued)

(@) Credit risk management (continued)

(iv)

Mitigation of credit risk — Collateral and other credit
enhancements (continued)

The Group has guidelines on the acceptability of specific classes
of collateral or credit risk enhancements accompanied by the
determination of valuation parameters. Such parameters are
expected to be conservative and reviewed regularly. Security
structures and covenants (financial and non-financial) are
subject to regular review to ensure they comply with the
stipulated conditions. The collateral is important to mitigate
credit risk, but it is the Group's policy to assess the repayment
ability of individual customers or counterparties rather than just
solely relying on securities.

The Group's collateralised credit risk at 30 June 2019 and 31
December 2018, excluding impaired exposure, is broken down
as follows:

201956 A30H 20184512 A31H
At 30 June At 31 December
2019 2018
BT T BT T
HK$’ 000 HKS$ 000
ERRBAFRmLIFEEEFE  Lower of gross loans and advances and
BEEZIEFRMEMEAIR  fair value of collateral and other credit
FHARBEMEZEIEES ©  enhancements held against financial assets
that are:
- 2B EEsRE — neither past due nor impaired 86,719,646 85,998,378
- RSB RE — past due but not impaired 1,155,497 1,472,429
87,875,143 87,470,807
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(a)

Risk management (continued)

Credit risk management (continued)

(v)

(vi)

Portfolio management and risk concentration

Portfolio management

As part of the Group's portfolio management practices, a
Risk-based Pricing Model has been adopted with the aim of
improving the overall return for the Group, after taking into
account the risks of the customers and facilities, and thus the
capital required to support the loan exposure and other costs.
Stress tests on the Group's credit risk are conducted regularly.
The result is approved by the relevant committees and is
endorsed by the Board through the CRMC.

Risk concentration

A Credit Risk Concentration Policy is in place and the
Group constantly reviews its loan exposure to monitor the
concentration of credit risk relating to customers, countries,
market segments and products.

Concentration of credit risk exists when changes in geographic,
economic or industry factors affect groups of linked
counterparties whose aggregate credit exposure is material in
relation to the Group's total exposures. The Group's portfolio of
financial instrument is diversified along geographical, industry
and product sectors.

Expected credit losses measurement

Expected credit losses allowances are recognised on all financial
assets that are debt instruments classified either as amortised
or fair value through other comprehensive income and for loan
commitments and financial guarantees that are not measured at
fair value through profit and loss. The ECL allowances represents
an unbiased scenario that is determined by evaluating a range
of possible outcomes, the time value of money and reasonable
and supportable information about past events, current
conditions and future economic conditions. Forward-looking
information is explicitly incorporated into the estimation of
ECL allowances and expert judgement on economic forecasts
becomes one of the important factors to the ECL.
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(J) Risk management (continued)

(@) Credit risk management (continued)

(vi)

Expected credit losses measurement (continued)
Measurement of ECL

ECL allowances are measured at amounts equal to either: (i)
12-month ECL; or (ii) lifetime ECL for those financial instruments
which have experienced a significant increase in credit risk
(SICR) since initial recognition. The calculation of ECL allowances
is based on the expected value of probability-weighted
scenarios with a combination of upside, base and downside
scenario(s) to measure the expected cash shortfalls, discounted
at the effective interest rate. A cash shortfall is the difference
between the contractual cash flows that are due and the cash
flows that the Group expects to receive. The calculation of
ECL allowances for Stage 3 is based on probability-weighted
recovery amount from an impaired financial asset that is
determined by evaluating a range of possible outcomes and
time value of money.

The key inputs in the measurement of ECL allowances for Stage
1 and Stage 2 are as follows:

The probability of default ("PD") is an estimate of the
likelihood of default over a given time horizon;

- The loss given default ("LGD") is an estimate of the loss
arising in the case where a default occurs at a given time;
and

- The exposure at default ("EAD") is an estimate of the
exposure at a future default date.
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(a)

Risk management (continued)

Credit risk management (continued)

(vi)

Expected credit losses measurement (continued)
Stage transfer

Stage 1 is comprised of all non-impaired financial assets
which have not triggered a SICR since initial recognition.
Their credit risk continuously monitored by the Group and in
assessing whether credit risk has increased significantly, the
Group compares the risk of a default occurring on the financial
instruments as at the reporting date, with the risk of a default
occurring on the financial instrument as at the date of its initial

recognition.

Stage 2 is comprised of all non-impaired financial assets
which have triggered a SICR since initial recognition. The
Group recognises lifetime ECL for stage 2 financial assets. In
subsequent reporting periods, if the credit risk of the financial
assets improves such that there is no longer a SICR since initial
recognition, then the Group reverts to recognising 12 months
of ECL as the financial assets have transferred back stage 1.

Stage 3 financial assets are those that the Group has classified as
credit-impaired. The Group recognises lifetime ECL for all stage 3
financial assets. The Group classifies financial assets as impaired
when one or more events that have a detrimental impact on
the estimated future cash flows of the financial assets have
occurred after its initial recognition. Evidence of impairment
includes indications that the borrower is experiencing
significant financial difficulties, or a default or delinquency has
occurred.

For purchased or originated credit-impaired financial assets that
are credit-impaired on initial recognition, their ECL allowances
are always measured on a lifetime basis.

As described above, and subject to using a maximum of a
12-month PD for financial assets for which credit risk has not
significantly increased, the Group measures ECL considering the
risk of default over the remaining life of the financial instrument,
even if, for risk management purposes, the Group has the right
to consider a longer period.
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(a)

Risk management (continued)

Credit risk management (continued)
(vi)  Expected credit losses measurement (continued)

Significant increase in credit risk

An assessment of whether the financial instruments have
experienced SICR since initial recognition is performed at each
reporting period by considering the change in the risk of default
occurring over the remaining life of the financial instrument.
The assessment is rule-based, unbiased and forward-looking,
and considers all reasonable and supportable information,
including information about past events, current conditions and
future economic conditions.

The financial instruments will be considered to have significant
increase in credit risk when:

(@)  The contractual payments of the instruments are with
more than 30 days past due; or

(b)  The credit rating of the financial instrument has been
went down by 5 notches since initial recognition; or

(0 The financial instruments have been classified as special
mention.

Forward-looking information incorporated in the ECL models

The assessment of SICR and the calculation of ECL both
incorporate forward-looking information. The Group has
performed historical analysis and identified the key economic
variables impacting credit risk and expected credit losses for
each portfolio.

These economic variables and their associated impact on
the PD, EAD and LGD vary by financial instrument. Expert
judgement has also been applied in this process. Forecasts
of these economic variables (the 'base economic scenario’)
are provided by the Group’s economic experts and include
consideration of a variety of actual and forecast information.
The Group formulates a ‘base case’ view of the future direction
of relevant economic variables as well as a representative range
of other possible forecast scenarios such as 1 upside and 3
downside forecast scenarios.
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(a)

Risk management (continued)

Credit risk management (continued)
(vi)  Expected credit losses measurement (continued)

Forward-looking information incorporated in the ECL models
(continued)

In particular, the base scenario carrying weighting of 65%
represents the most likely scenario of continuing the current
economic situation; the upside scenario, carrying 7% weighting,
represents likelihood of further improving the current economic
prospect; and the three downside scenarios, namely, mild,
medium and severe, carrying weighting of 28% in total,
represents the likelihood of economic downturn of different
severities. The economic forecasts will be reviewed regularly
to reflect the latest economic conditions. The ECL recognised
in the financial statements reflect the probability weighted
outcomes of a range of possible scenarios above and the
management has continuously assessed the appropriateness
of the provision made against the borrowers concerned taking
these information into consideration. If any adjustment in
provision is deemed necessary, management overlay(s) would
be applied to ensure conservativeness.

The Base scenario

The Group's Base Scenario is characterised by a slower growth
over the forecast period 2019-2024. The slower growth reflects
that the global economy has entered into a new round of
growth slowdown.

Mainland China GDP growth is forecast to slow down over the
forecast period, as a joint result of a continued while gradual
slowdown amid sustained economic rebalancing and reforms
from a development stage point of view, and the negative
impacts of the China-US trade war. Hong Kong growth is also
expected to weaken during the period.

Inflation is expected to remain below the central banks’ target
of 2% in major developed economic over the forecast period.
Central banks” monetary policy normalization in US, Eurozone
and Japan has terminated, and in stead most central banks have
started a round of monetary easing.

Unemployment rates have experienced significant
improvements in advanced economies and been near historical
lows in Mainland China and Hong Kong. The unemployment
rates are expected to stabilise with an upside risk over the
forecast period, in both advanced economies and Mainland
China and Hong Kong.
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(a)

Risk management (continued)

Credit risk management (continued)
(vi)  Expected credit losses measurement (continued)

Forward-looking information incorporated in the ECL models
(continued)

The Severe Scenario

Under the Severe Scenario, the global economy falls into
recession hit by China-US and global trade wars, a fast cyclical
downturn in the US and China economies, policy failures by
governments in major economies, or geopolitical tensions. GDP
growth is forecast to become negative in most of the advanced
economies and see a significant slowdown in Mainland China.
Consequently, property markets see significant falls, equity
markets experience sharp corrections, commodity prices and
hence inflation witness deep declines, and unemployment rates
show considerable rises.

The Benign, Mild and Medium Scenarios

The Benign Scenario is a slight deviation from the Base Scenario
in the positive direction, with the global economy expanding
at a slightly faster than- expected-pace and other key
economic indicators displaying slightly better-than-expected
improvements.

The Mild Scenario is a slight deviation from the Base Scenario
in the negative direction, with the global economy expanding
at a slightly slower-than- expected pace and other key
economic indicators displaying slightly worse-than-expected
improvements.

The Medium Scenario is in the middle position between the
Base Scenario and the Severe Scenario, with the global GDP
growth rate and other key economic indicators standing at the
medium points between those of the two scenarios.
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(a)

Risk management (continued)

Credit risk management (continued)
(vi)  Expected credit losses measurement (continued)

Definition of default and credit-impaired assets

The Group defines a financial asset as in default when
contractual repayment of principal or payment of interest is past
due more than 90 days, which is fully aligned with the definition
of credit-impaired under HKFRS 9.

Moreover, in assessing whether a borrower is in default, the
Group considers various indicators comprising: (i) qualitative —
such as in breach of financial covenant(s), deceased, insolvent
or in long-term forbearance; (i) quantitative — such as overdue
status and non-payment on another obligation of the same
issuer to the Group. These criteria have been applied to all
financial assets held by the Group and are consistent with the
definition of default used for internal credit risk management
purposes. The default definition has been applied consistently
to model the PD, EAD and LGD throughout the Group's
expected loss calculations. The Group considers a financial asset
to be in default when contractual repayment of principal or
payment of interest is past due more than 90 days.

A financial asset is no longer considered in default when all past
due amounts, including interest, have been recovered, and it is
determined that the principal and interest are fully collectible
in accordance with the original or revised contractual terms of
the financial assets with all criteria for the impaired classification
having been remedied.

Write-off

The Group writes off a financial asset in whole or in part, when
it has no reasonable expectations of recovering the financial
asset in its entirety or a portion thereof. Indicators that there
is no reasonable expectation of recovery include: (i) ceasing
enforcement activity and (i) where the Group's recovery
method is enforcing collateral and the value of the collateral is
such that there is no reasonable expectation of recovering in
full.
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J) EREEE) (J) Risk management (continued)
(@ EEERRERE (& (@) Credit risk management (continued)

Vi) EHEENEEES (vii)  Credit quality of financial assets
REBHHERREZEERRIY D H# The Group manages and monitors its risks, and has an Asset
NTEEEENBHRRERE %ﬁﬂlﬁ Quiality Classification Policy and Impairment Assessment Policy in
REBBIEERES - A% .?ﬁﬁﬁﬁ place to govern this aspect. The Group has a professional team
¥EFEEREEBWTRERNIE - dedicated to handling recovery of non-performing loans, which
REREA  HKEUEETE - @ éf include loan restructuring, taking legal action, repossession and
ENEEEFRE - disposal of collateral, etc.

REEEE BRI MIIREEAE Distribution of financial instruments to which the impairment
BB RE LR FORRERTEN S requirements in HKFRS 9 are applied, by credit quality and stage
BT RS o distribution.
2019664300
30June 2019
BE/ 4528
Gross carrying/notional amount
| AL
- BHfE YT
BE WE BeRRk Credit 4 ECL  Netcarrying
Strong  Satisfactory  Higher risk impaired Total  allowances amount
BETT BETT BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
TEdRAT ~ PRIFS ,ﬁfﬁﬁﬁ? Balances with banks, central banks and other
W%E%ﬁ@* R financial institutions at amortised cost 20,755,388 - - - 20,755,388 (10,097) 20,745,291
- F1EE ~Stage 1 20,755,388 - - - || 20,755,388 (10,097) || 20,745,291
% Wee - Stage 2 - - - - - - -
- F3MBE - Stage 3 - - - - - - -
FEBAT » RRIET _&Hfﬂﬁﬁﬁ Placements with and advances to banks, central
BRENERRBTIRES banks and other financial institutions at
AR amortised cost 52,615,296 9,134 - - 52,624,430 (3,220) 52,621,210
- ;%;w [EEy - Stage 1 52,615,296 9,134 - - || 52,624,430 (3,220) | | 52,621,210
- %25@% - Stage 2 - - - - - - -
- F3MEE - Stage 3 - - - - - - -
%:)ng &x ? Tﬁﬁgﬁ%ﬁ$ Loans and advances to customers at amortised
cost 111,782,483 70,680,487 12,330,370 2,733,895 197,527,235 (2,945,008) 194,582,227
-2 - Stage 1 110,218,343 || 69,761,444 || 1,974,586 - 11181,954,373 (526,087) || 181,428,286
- %ZBEE 21 - Stage 2 1,564,140 919,043 10,355,784 - || 12,838,967 (1,283,330) || 11,555,637
- E3EH - Stage 3 - - - 2,733,895 2,733,895 (1,135,591) 1,598,304
EtheRARRERIAR Other financial assets at amortised cost 5,225,177 916,124 - 4,719 6,183,020 (38,553) 6,144,467
- %w [EEy - Stage 1 5,225,177 916,124 - - || 6141,301 (673) || 6,140,628
- %2%@% - Stage 2 - - - - - - -
—%3%& - Stage 3 - - - 41,719 41,719 (37,880) 3,839
7%5;(*1] FBEREN Loan commitments and financial guarantee
Bﬁ uﬂ ) contracts (Note 1) 4,127,428 5903302 294,155 - 10,324,885 (43,039) 10,281,846
F1ER - Stage | 4127428 || 5903302 294,155 - || 10,324,885 (43,039) || 10,281,846
*%2%& - Stage 2 - - - - - - -
- F3MBE - Stage 3 - - - - - - -
ag Total 194,505,772 77,509,047 12,624,525 2,775,614 287,414,958 (3,039,917) 284,375,041
AR g@uﬂ\ﬁ\ﬁﬂiﬁ Financial assets at fair value through other
WRMemEE - &5 comprehensive income - Debt securities
#5 (F) (Note 2) 64,500,387 1,863,269 - 75446 66,439,102 (128,455)
- Z1RR - Stage | 64,500,387 || 1,863,269 - - || 66,363,656 (38,563)
—%2%9 - Stage 2 - - - - - -
- E3EK - Stage 3 - - - 75,446 75,446 (89,892)
ok Total 64,500,387 1,863,269 - 75446 66,439,102 (128,455)

SE-NEREERE
Interim Report 2019

095



REECZMHAYBER

Unaudited Supplementary Financial Information

J) BEREE(E (J) Risk management (continued)
(@ FEERREE (&) (@) Credit risk management (continued)
i) ZHEEHEEEZES (/&) (vii) Credit quality of financial assets (continued)
2018F 124318
31 December 2018
KA/ 4548
Gross carrying/notional amount
BHEE
\ B 2 RAEE  EEEE
BE ME bl Credit 5 ECL  Netcarying
_Stong Satisfactory Higher risk impaired ol allowances amount
BRI BRI BT BRI BRI BT BRI
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TR1T  PRFITREMEE  Balanceswith banks, central banks and other
BENETRERNA financial institutions at amortised cost 29420376 - - - 29420376 (22613) 29,397,763
o L - Stage | 29420376 - - - || 29420376 (22613) || 29,397,763
- BEE - Stage 2 - - - - - - -
- B3[EE -Stage 3 - - - - - - -
TERIT PRFTREMER  Placements with and advances to banks, central
%T%Wﬁ?ﬂ&ﬁiﬂﬂﬁﬁ? banks and other financial institutions at
AR amortised cost 52,666,841 226,366 - - 52,893,207 (6,827) 52,886,380
- E1J8E - Stage 1 52,666,841 226,366 - - 52,893,207 (6,827) 52,886,380
- R - Stage 2 - - - - - - -
- E3ke - Stage 3 - - - - - - -
R ER LB TR Loans and advances to customers at amortised
cost 118,834,507 63,054,648 17,614,589 1,716,138 201,819,882 (2,658,898) 199,160,984
- 21K ~Stage 1 118453578 || 62,904,179 3495938 - || 184:853,695 (631370) || 184,222,325
- E)BR ~Stage 2 380929 750469 || 14,118,651 ~ || 15250049 || (1628226) || 13621823
- B3B8 -Stage 3 - - - 1,716,138 1,716,138 (399,302) 1,316,836
EtheRAERERNE Other financial assets at amortised cost 4148532 444219 - 41,719 4634470 (39036) 4595434
-5k - Stage | 4148532 442,705 - - 4591,37 (1156) || 4,590,081
- FIRR ~Stage 2 - 1514 - - 1514 - 1514
- E3kE - Stage 3 - - - 41,719 41,719 (37,880) 3839
Ig?ﬂg‘%ﬂ HBEREN Loan commitments and financial guarantee
(Bﬁ%ﬂ ) contracts (Note 1) 4094819 4147434 312,374 - 8554627 (40151 8514476
S1BE ~Stage 1 4094819 4147434 312374 - 8554627 (40151) || 8514476
*%2 EE - Stage 2 - - - - - - -
- E3BR - Stage 3 - - - - - - -
g Total 209,165,075 08,472,667 17,926,963 1,757,857 297,322,562 (2,767,525) 294,555,037
ARs F@ﬁ)\ﬁﬁﬁ%@q&ﬁ Financial assets at fair value through other
E’]ﬂﬂﬁé - ERES comprehensive income - Debt securities
(H3E2) (Note 2 65,603,773 1,154,344 - 123489 66,881,606 (212,861)
-FIRR ~Stage | 65,603,773 1,154,344 - - || 66,758,117 (28552)
- %2%&1 - Stage 2 - - - - - -
- E3ka - Stage 3 - - - 123489 123489 (184,309)
ek Total 65,603,773 1,154,344 - 123,489 06,881,606 (212,861)
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(a)

Risk management (continued)

Credit risk management (continued)

(vii)  Credit quality of financial assets (continued)

Note:

M

The notional amount of commitments and financial guarantee
contracts refer to those commitments and financial guarantees
which subject to impairment requirements under HKFRS 9.
Figures disclosed in the above do not agree with the figures
disclosed in note 36(a) of the interim financial report.

Debt securities measured at fair value through other
comprehensive income (‘FVOCI") are held at fair value at 30 June
2019. The expected credit losses allowances in respect of debt
securities measured at FVOCI are held within the reserves.

Classification of credit quality

The Group adopts the following internal risk ratings to determine
the credit quality for financial assets.

Internal ratings

EEEEHH Credit quality description AR AR
BE Strong G01-G12
WE Satisfactory G13-G16
L Higher risk G17-G21
ERE Credit impaired G22-G24
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J) EREEE) (J) Risk management (continued)
(@) EEERREE(Z) (@) Credit risk management (continued)
iii) U2 RAEEGFA B FIA L A EEE (viii) Credit quality of financial assets at debt securities measured
ABMEE Kz EFESFEBEE at FVPL and FVOCI
HIEEEE
EFEREBIESFNEETRE - 1o For the application of credit rating to debt securities, primarily
HTRBBEEZEETABEET the issue specific rating would be taken as reference for credit
R Ex% EEBITHABIEREER risk rating assignment. Where this is not available, the issuer
BT RDEHNLRE - LS ﬁ :II rating would be adopted. When the issuer rating is not available,
/xﬁT BITR - BERABET the rating of the guarantor of that debt securities (if applicable)
U Mﬁ?‘éﬂ/\ﬁri&ﬂ—rf’ﬁﬁﬁf would be adopted, otherwise it would be treated as unrated.
FRAPENRE - NZEEH ﬁ/\xxﬁ The following table presents an analysis of the credit quality
AT R EERE %"‘13*1%/\ TR (ansE of investments in debt securities at the end of the reporting
) SEREERBITRDENZE - period.

BRZERTEMEERTHR - T
WEméE@ﬁ EAEMIREZEE

= /\*ﬁ

20196 H30H

At 30 June 2019

UAnfEE

UAREE FFAEAM

STABEHN EEKER

SREENE SREEE

HEKES HEKES

Debt securities Debt securities
measured at measured at e
FVPL FvVOCI Total
BET T BET T BT T
HK$’ 000 HK$’ 000 HK$’000
Aaa Aaa - 2,786,619 2,786,619
Aa3 & Aal Aa3 to Aal 907,440 17,499,593 18,407,033
A3ZEA] A3 to Al 725,203 34,693,312 35,418,515
1KAA3 Lower than A3 1,027,275 9,991,709 11,018,984
2,659,918 64,971,233 67,631,151
RAFAR Unrated 96,229 1,467,869 1,564,098
4Rz Total 2,756,147 66,439,102 69,195,249
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RpEE (&) (J) Risk management (continued)
EERBRER (&) (@) Credit risk management (continued)
iii) U2 RAEEGFA B FIA L A EEE (viii) Credit quality of financial assets at debt securities measured
ABME2E K EHESFEHMEE at FVPL and FVOCI (continued)
WIEEEE (&)
2018412 A31H
At 31 December 2018
WAREE
A AR EE T AH A
FFAEES FERZEH
TREENE SREET=E
RIETSES MEBHES
Debt securities Debt securities
measured measured ik
at FVPL at FVOCI Total
BETIT BETIT BT
HKS$ 000 HK$" 000 HK$" 000
Aaa Aaa - 2,704,655 2,704,655
Aa3 £ Aal Aa3 to Aal 495,953 16,731,740 17,227,693
A3 AT A3 to Al 115,544 35,774,385 35,889,929
A3 Lower than A3 785,625 9,400,360 10,185,985
1,397,122 64,611,140 66,008,262
KR Unrated 42,897 2,270,466 2,313,363
FEREE Total 1,440,019 66,881,606 68,321,625
miZRBEE (b) Market risk management

MERRRIER AR IORERTHE
BB PIEKRNEBRRRER - R E IR
BREEFIR - HNE - g - FEMEMTS
NEMBUTAETANGER  BiF - BEFER
MEE,/ ABREENEY AEHEER
BEXZHMESEBEEEMSRERMO
RHEHER TIREREPHES - BIEH
BERR  WEEBHRTEE ABER
Bee - RREAPERRER  WRESBIF
e (UAABEFAHMEE PR
BEER) ETTRPHESEENRENE
#) o

Market risk is the risk of loss caused by an adverse change in valuation
associated with holding either long or short market positions. The risk
arises as a result of market making, underwriting, principal position
taking and asset/liability management in interest rate, foreign
exchange, equity, credit and commodity markets and their associated
derivatives instruments. The Group manages its market risk exposures
mainly through its trading and treasury business. The trading business
is to facilitate customer activities, but as a result, takes on principal
positions. The treasury business performs asset/liability management
function including liquidity risk management, with securities positions
intended for liquidity management and investment purposes under
non-trading portfolio (debt securities measured at fair value through
other comprehensive income).
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(b)

Risk management (continued)

Market risk management (continued)

The objective of market risk management is to consistently measure
and monitor market risk on a timely and unbiased basis in order to
better manage the portfolios and, by doing so, optimise financial
performance. The business is responsible for managing market risks
to meet corporate performance objectives within the market risk limit
parameters. The Risk Management Group (‘RMG’) is responsible to
independently monitor and report all market risks.

Market risk framework

The Board of the Group allocates capital or risk appetite through
the limit process. The Board delegates Credit & Risk Management
Committee ("CRMC") to establish limits for the different businesses.
CRMC further delegates market risk limit establishment to the Market
Risk Committee ("MRC") and then to RMG. RMG is responsibility for
designing and drafting the market risk limits and framework and
reviewing and updating the limits on a regular basis. The market
risk limits are to be approved by MRC and endorsed by CRMC. In
addition, the Board also establishes a set of risk indicators under the
risk appetite statement ("‘RAS") in measuring different types of risks
including market risk.

RMG is an independent function reporting to the Chief Risk Officer
("CRO"). RMG uses both quantitative and qualitative measures in
analysing market risk. The analysis includes, but not limited to,
Value-at-Risk ("VaR"), stress testing, risk sensitivities, market events,
product liquidity and volatility, underlying quality, hedging strategy,
performance including profit and loss, accuracy of valuations and
balance sheet and capital consumptions. The results are regularly
reported to senior management and CRO and to MRC and CRMC.

Methodology and characteristics of market risk model

Value-at-risk (‘"VaR’)

VaR is a technique in estimating the potential losses that could
occur on market risk-taking positions due to market rates and prices
movement under normal market conditions over a specified time
horizon. The model is designed to capture different types of risk
including interest rate risk, foreign exchange risk, credit spread risk,
equity risk, commodity risk and volatility risk.

The VaR model used by the Group is based on the historical
simulation technique. The technique predicts the value at risk by
simulating or constructing position returns over time arise from the
historical changes in rates and prices in the interest rate, foreign
exchange, equity, credit and commodity markets.
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J) BEREE(E) (J) Risk management (continued)
(b) WHEEREE(Z) (b) Market risk management (continued)
TSR R B T F 15 B () Methodology and characteristics of market risk model (continued)
Rz 1E (4E) Value-at-risk ("VaR’) (continued)
HRARENE  AEBERROMER For the calculation of VaR, the Group uses the most recent two years
[E e IS AIER ET%W FERA AR R VR o of historical market rates, prices and volatilities.
— X H5EEE - ERERNA XFEH - For the trading positions, the VaR is calculated for one-day
KETE holding period.
20194 247 1 355 il i 48 34 20184 |24 1 355 R i 43 34
22 5 1 3 L JE B AL 22 5 T 3 4L 5 JaBGR
Trend in Market Risk — Trading Portfolio VaR for the half-year Trend in Market Risk - Trading Portfolio VaR for the half-year
ended 30 June 2019 ended 30 June 2018
40 40
35 35
c
(mARNIE
5 25 225
X \ ¢
T 20 “ \ T20
R 15 B 45
2 \/\A. LA AIV\/LA/U\ I"\ W12 WA MM/“'\ A/UWV MLM WY
g‘]o AAAAl HIL10 AJ WIiWWYy Vi v vy
5 5
0 T ; T T T 0 . : : :
1 2 3 4 5 6 1 2 3 4 5 6
H1{% Month HA# Month
— HURAREBEEFTAHEMEEKENS —  For the FVOCI debt securities and related positions, VaR is
MEEEHESFBE@ENTE - BRE calculated for 250-day holding period.
PA250 K s A BZRET & -
2019%F |4 i 35 e 3 34 20184 2145 1l 355 o e 3 3
DAY S fEAR Gt A Al 2 T W 4 1 DAy S B vt A At 2 i W 45 1
S il A5 W 25 AL 250 K JRL B4 xR R R 2 AL 10250 K JRUBR A
Trend in Market Risk — FVOCI Debt Securities Portfolio 250 Trend in Market Risk — FVOCI Debt Securities Portfolio 250
800 Days VaR for the half-year ended 30 June 2019 800 Days VaR for the half-year ended 30 June 2018
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V) RBEE(E) (J) Risk management (continued)
(b) TEERERE(E) (b) Market risk management (continued)

TG E R R A 15 () Methodology and characteristics of market risk model (continued)

B 1E (4E) Value-at-risk (‘'VaR’) (continued)

— AEEUBRERNBRXEHBERER —~  The Group back-tests the accuracy of its VaR model by
LKAEBEEBEREENAE  HR comparing the actual and hypothetical daily profit and loss,
HENRRENET - AUARERR adjusted for items including fees and commissions, against the
BEERAERENE - R2018F7H1HE corresponding VaR figures. For the period from 1 July 2018 to
201956 30 HHAR - BRI R B — 30 June 2019, there was 1 exception in the back-testing results
EBISNE A (201757 A1 HZE2018%F6 (for the period of 1 July 2017 to 30 June 2018, there were 2
A30H : M{ERINEE) - TIRERH exceptions), which corresponds to the green zone specified by
EECREREBMBEBREERFEEFT the HKMA and the international Basel principles.
EERNZBRIENA o

2018471 222019456 J7 I B 0 AR 200 vy 7 W e i B 4R 2k
The Group's actual profit and loss backtesting model in July 2018 - June 2019
30
o JES R (E Hist VaR @ T sE Actual Profit BFBx48 4 Actual Loss
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The Group's actual profit and loss backtesting model in July 2017 - June 2018
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V) RBEE(E) (J) Risk management (continued)

(b) THEEREBRERE(E) (b) Market risk management (continued)
hE R B T x5 B () Methodology and characteristics of market risk model (continued)
1B () Value-at-risk (‘VaR’) (continued)
B ZE2019F6 A30B IEMI6E A - REEK For the six months ended 30 June 2019, the average daily
BRSHB2ER TN R/E 1,426,000 mark-to-market revenue from the Group's trading portfolio was a gain
7L (201856 H30H IE6 A A : Wz BB of HK$1,426,000 (30 June 2018: gain of HK$611,000). The standard
611,0007T) * BEAFHRAZERZE BB deviation of the daily revenue was HK$4,786,000 (30 June 2018
4,786,0007T (2018F6 A30 B IF61E A : B HK$2,686,000). The graphs below show the histograms of the Group's
2,686,0007T) ° TEIZREZE2019F 2018 daily mark-to-market revenue for the period ended 30 June 2019 and
F6H30B IL6A AR EEIZHETEWRAZ 2018, respectively.
BRASME o
W for the half year ended 30 June 2019 . for the half year ended 30 June 2018

m A/ Profit and Loss Frequency B A /A Profit and Loss Frequency
24 24

)

G
)
G

)
S

>
H# Number of Days

H¥ Number of Days
o

[

=Y

BN P ) 7 5 3 -1 1 3 5 7 9 11 13
WA (EWTTEIG) Revenues (HKS millions)

WA (W F#50) Revenues (HKS millions)
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J) EREEE) (J) Risk management (continued)

(b) THEEREE(Z) (b) Market risk management (continued)
TSR R IR B T F 15 B () Methodology and characteristics of market risk model (continued)
B (B Value-at-risk ("VaR’) (continued)
TRER T RSBHFRMELRRBEA The tables below decomposes VaR by risk factors for the trading
Hin 2 HKRN SRS EEEES A BN positions and the FVOCI debt securities-related positions.

B RBEGAHET -

REBER -1 XERE
1-day VaR for the trading positions

201956 A30H LL6fEA 20186 H30H LE61H A
Six months ended 30 June 2019 Six months ended 30 June 2018
Hst 20195 Ht R2018F
Approximate 68308 Approximate 6300
5& & ¥39 At30June = 4 T35 At30 June
maximum minimum mean 2019  maximum  minimum mean 2018

BETR B¥TR BETr BRTR BBTT BT ARTT ABTT
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS$'000  HKS'000

NS Foreign exchange risk 15,432 2,494 7,389 14,128 21,153 1,949 5325 3,167
FE @R AN Interest rate risk and

EENZRR credit spread risk 36,081 4,462 10,990 10,004 19,368 7,166 10,506 13,548
R EREE Total VaR 36,124 6,036 13,138 17,359 22,224 6,913 11,831 14,577

RARBEFAHMZEAKENEREERBESEANTR —250KARME
250-day VaR for the debt securities measured at FVOCI related positions

20196 A30H L6 fE A 2018456 A30H 161 A
Six months ended 30 June 2019 Six months ended 30 June 2018
Hst M20195 Ht R20184F
Approximate 630K Approximate 6300
5E 4 ¥39 At30June = 5 4i T3 At30 June
maximum minimum mean 2019 maximum  minimum mean 2018

BT BETR BETr BRTr BT B%TT ARTT ABTT
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS$'000  HKS'000

=R Interest rate risk 612,771 410,965 506,768 505,459 760,890 628118 701,746 634,917
EEMZRR Credit spread risk 555,271 423,341 486,397 554,866 703,407 595,238 672,672 604,498
250K [E\RIE4%E Total 250-day VaR 405,912 340,157 378,133 400,835 732689 567,893 656,106 582,308

104 h{ERTT (B BIRAF
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ESEE (42) (J) Risk management (continued)
THiERARER (&) (b) Market risk management (continued)
TSR R B T F 15 B () Methodology and characteristics of market risk model (continued)
JE 7,857 Stress testing
ARG EREEERERBREER AR Stress testing is implemented as a compliment of the VaR model in
7T BMERREERBEAEBEENSH o order to capture remote, but plausible events. The Group uses both
AEBRBENGRENELERETTS sensitivity-based and historical-based scenarios for market risk stress
RRRE AR - ARERERaREERRE - testing. The results are reported to senior management, MRC and
miERBEZEENEEREREEZESE CRMC.
SMNE/F 2 Currency risk
REBEHIMNER IR E RN EE KGN 1T The Group's foreign exchange risk stems from taking foreign exchange
MBARIMNEERS  INEFHFRERE positions from commercial dealings, investments in foreign currency
ERINEEER - AEBMINEE EBREE securities, and operations of the Group and its overseas branches and
HEAKEMSRBEZEESRE - AUEE subsidiaries. The Group's foreign exchange positions are subject to
SNERRRHIERBEEER EEMEEFE exposure limits approved by the MRC. Methods adopted to measure
SR RGRE R EEE GERARIMNEH foreign currency risk exposure against corresponding limits include
HE) - BZE2019F6 A30R1L6@A - AEE individual currency positions, overall foreign exchange positions and
WINEEBEERMNFHEBERRRMNB sensitivities such as Greeks (for foreign exchange options). For the
#51,135,0007T (20185F6 A30H LE6ME A : & period ended 30 June 2019, the Group's average daily trading profit
S KA 1,246,0007T) R HIZLERZE BB and loss from foreign exchange positions was a profit of HK$ 1,135,000
5,094,0007¢ (201856 A30H [F6fE A : & (six months ended 30 June 2018: a gain of HK$1,246,000) with a
6,843,0007T) © standard deviation of HK$5,094,000 (six months ended 30 June 2018:
HK$6,843,000).
REEBERINERBRIAT - Significant foreign currency exposures at the end of the reporting
period were as follows:
2019%6A30H 2018128318
At 30 June 2019 At 31 December 2018

ES ARE  Hthgw am E ARE  HfgE as
BERBRT T Equivalent in HK$' 000 usD RMB Others Total UsD RMB Others Tota
BEEE Spot assets 143,175,296 21,702,504 25,424,213 190,302,013 163,317,203 18,729,493 24,865,103 206,911,799
REaf Spot liabilities (113,850,437)  (22,630,399)  (15,989,791) (152,470,627) (125601331)  (23,488,739)  (16,142,278)  (165,232,348)
ZHEA Forward purchases 427,595,271 162,374,280 47,370,629 637,340,180 427,931,000 208,884,284 44451537 681,266,821
RHE Forward sales (454,812,355) (160,942,051)  (56,866,187) (672,620,593)  (462,:883,922)  (203,302,636)  (53,567,017)  (719,753,575)
i 985 Net options position (1,442,943) 1,519,388 (68,546) 7899 (1177930) 793,289 382,033 (2,608)
/(%) 858 Net long/(short) position 664,832 2,023,722 (129682) 2,558,872 1,585,020 1,615,601 (10,622) 3,190,089
EEETE Net structural position - 681,374 48,518 729,892 - 675,965 48549 724514

B T AR R R S B B FT RO MO R
EEHH o

The net option position is calculated using
which has been approved by the HKMA.

the Model User Approach,

SE-NEREERE
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Risk management (continued)

Market risk management (continued)

Interest rate risk

The Group's interest rate risk arise from its banking and trading book.
For the banking book, ALCO and RMG are responsible in overseeing
the interest rate exposure arised from its assets and liabilities
management. The function of central treasury units is responsible
in managing the interest rate risk using different financial products
including interest rate derivatives, under which hedge accounting
treatment is adopted. The interest rate risk includes repricing risks,
basis risks, yield curve risks and embedded option risks, and are
governed by the Interest Rate Risk Management Policy for the Banking
Book.

For the trading book, MRC and RMG are responsible in overseeing
the interest rate exposure from its trading portfolio. Global Markets
is responsible in managing the interest rate risk using different
financial products including derivatives, under which mark-to-market
treatment is adopted. The interest rate risk includes basis risks, yield
curve risks and embedded option risks, and are governed by the
Market Risk Policy.

For the six months ended 30 June 2019, the Group's average daily
trading profit and loss related to interest rate and fixed income
trading strategy was a profit of HK$290,000 (30 June 2018: a loss of
HK$635,000), with a standard deviation of HK$4,483,000 (30 June
2018: HK$6,303,000).

Liquidity risk management

Liquidity risk is the risk that the Group may not be able to fund
an increase in assets or meet obligations as they fall due without
incurring unacceptable losses. Such funding liquidity risk arises from
the maturity mismatch of the assets and liabilities that the Group
manages. Market liquidity risk is a risk that occurs when additional
costs are involved in disposing of a position in the market under
abnormal or stressed market conditions. Under these conditions, the
bid-ask spreads for the position are much wider than usual or there
could even be an extreme lack of buyers. As a result, the Bank will
incur extra costs to dispose of the position.
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Risk management (continued)

Liquidity risk management (continued)
The liquidity risk management framework is as follows:

The management of the Group's liquidity risk is governed by
the Liquidity Management Policy, concurred by the Asset and
Liability Committee ("ALCO") and the CRMC, and approved by
the Board of Directors.

The CRMC is delegated by the Board of Directors to oversee the
Group's liquidity risk management. Its main responsibilities are
to review and approve policies, set strategies, and define risk
appetite and tolerance limits.

The ALCO is established by the Chief Executive Officer and
ratified by the CRMC as the governing body responsible for
formulating and implementing policies, strategies, guidelines
and limit structures. It also identifies, measures and monitors the
Group's liquidity risk profile to ensure current and future funding
requirements are met. In addition, the ALCO monitors a set of
risk indicators for liquidity risk. Daily liquidity stress testing, which
includes market general, bank-specific and combined (market
general and bank-specific) stress scenarios, is conducted by the
Risk Management Group, and the stress results are regularly
reviewed by the ALCO to assess the current risk tolerance level
and the level of the liquidity cushion. A Contingency Funding
Plan is established which sets out the strategies for addressing
liquidity stress situations. The plan contains a set of policies,
procedures and action plans, with clearly established lines of
responsibility, as well as invocation and escalation procedures.
This plan is reviewed and approved by the ALCO on a regular
basis.
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Risk management (continued)

Liquidity risk management (continued)

- Daily liquidity management is managed by the Central
Treasury Unit to monitor funding requirements. This unit is
supported by other functional departments including the
Financial Management Group and Risk Management Group,
which monitor the liquidity risk and provide regular reports
to the management, committees and local regulatory bodies.
Limits for net cash flow per different time bucket under stress
scenarios have been set to ensure that adequate funding and
liquid assets are available to meet liquidity needs. Moreover,
limits, triggers or alerts are set for other liquidity risk indicators
such as the statutory liquidity ratios, the loan-to-deposit ratio,
the currency mismatch ratio and the maturity mismatch ratio.
Both quantitative and qualitative measures are employed to
identify and measure market liquidity risk. Limits and alert levels
related to market and funding liquidity risk are monitored
and reported by the Financial Management Group or Risk
Management Group to the ALCO to review and approve on a
regular basis. The Audit Department performs periodic reviews
to ensure liquidity risk management functions are carried out
effectively.

Liquidity management is conducted at the Group and the Bank
levels, and at individual overseas branches and subsidiaries. Financial
subsidiaries and overseas branches are responsible for implementing
their own liquidity management policies under the framework
established by the ALCO and local regulatory requirements, taking
into account their different liquidity risk characteristics. The liquidity
situation of overseas branches and subsidiaries falls under the
overall supervision of the ALCO. Policy and respective counterparty
limits are set for overseas branches and subsidiaries in respect of
the funding support extended from the head office. The Group
expects all business units to contribute to the success of managing
liquidity under normal and contingency situations by maintaining a
rapport with depositors, customers, interbank counterparties, related
companies and the HKMA.
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Risk management (continued)

Liquidity risk management (continued)

The objective of liquidity management is to meet obligations payable
under normal and emergency circumstances, to fund asset growth
and to comply with the statutory liquidity requirements. To achieve
this, the following liquidity management processes are in place:

- Projecting cash flows in normal and various stress scenarios,
using the net mismatch gap between assets and liabilities to
estimate the prospective net funding requirement;

- Factoring potential drawdown on irrevocable committed
facilities into our normal and stress scenarios to cater for
contingent liquidity risk;

- Monitoring the statutory liquidity ratios, the loan-to-deposit
ratio, the currency mismatch ratio and the maturity mismatch
ratio against internal and/or regulatory requirements;

- Ensuring a sound and diversified range of funding sources,
through monitoring the structure and the stability of the
deposit portfolio;

- Projecting the statutory liquidity ratios regularly for the short to
medium term to permit early detection of liquidity issues and to
ensure the ratios are within statutory requirements and internal
triggers;

- Projecting a high-level funding requirement and funding
structure during the annual budget process to ensure sufficient
funding and an appropriate funding mix;

- Conducting liquidity risk assessment before launching a new
product;

- Maintaining High Quality Liquid Assets ("HQLA") comprising
cash and investment grade securities as a cushion against
unexpected funding needs. The amount of HQLA that the
Group maintains is determined with reference to the statutory
requirement and the results of the liquidity stress tests;

- Maintaining access to the interbank money market;

- Maintaining a funding programme to tap debt funding on a
regular basis;
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Risk management (continued)

Liquidity risk management (continued)

- Monitoring the Group’s collateral requirement. Periodically
assess and review the additional collateral required under
derivative contracts and credit downgrade events. Based on the
positions at 30 June 2019, in the event of a 2-notch downgrade,
the impact on the Group’s additional collateral requirement is
minimal; and

- Maintaining a Contingency Funding Plan, which integrates
with the results of the scenarios and assumptions used in the
stress test, including setting early warning indicators (including
internal and market indicators), and describing actions to be
taken in the event of a stress crisis, so as to minimise adverse
long-term implications for business.

The Group funds its operations through a diversified funding source,
primarily from the retail and corporate customer deposits. At the same
time, it also participates in the wholesale funding market through the
issuance of certificates of deposit (‘CDs") to secure another source of
term funding and to enable diversification of funding sources. Deposit
tenor mix and debt maturities are regularly monitored to ensure there
is an appropriate funding maturity mix.

The Group was designated by the HKMA as Category 1 institution
with effect from 1 October 2017. Under the Banking (Liquidity) Rules,
the Group being a Category 1 institution is required to maintain a
Liquidity Coverage Ratio (‘LCR") and Net Stable Funding Ratio (‘NSFR”)
above the statutory minimum requirements.

An appropriate level and currency mix of HOLA has been maintained
to ensure that the Group could handle sudden drains in market
liquidity due to adverse or unexpected economic events under the
HKMA's regulatory framework. Besides, the Group also monitors
and reports the LCR for each individual significant currency to ALCO
regularly to control the currency mismatch in the LCR. The decrease in
average LCR in first half of 2019 was mainly driven by the decrease in
Level 1 HQLA, partly offset by the reduced cash outflow pressure.
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(J) Risk management (continued)

(c) Liquidity risk management (continued)

IFEHE (FHE)

Weighted amount (average value)
2019% 20194 2018%F 20184 20184
6A30H1L 3A31HLWL 12A31HIE 9H30HIE 6H30HIE
ZEE ZEE ZEE ZEE ZEE
For quarter For quarter For quarter For quarter For quarter
ended ended ended ended ended
30 June 31 March 31 December 30 September 30 June
2019 2019 2018 2018 2018
I REEBEEL R Average LCR 224.0% 249.4% 258.5% 213.5% 213.1%

REBRERERCRENRBES MEE
MBEEEANESBR TIRGZETE
T RBUBELRTAESNEERDE
EHAZHARECRT OREME) RAD E
BZ—REBEE - TREIIRBDUEBEL EIE

The Group always maintains sufficient cash and liquid positions as
well as a pool of HQLA as a liquidity cushion that can be liquidated in
stress scenarios. The majority of HOLA included in the LCR is Level 1
assets as defined in Banking (Liquidity) Rules. The below table shows
the composition of the Group’s HQLA in the LCR framework:

RAAKEEREREDEENMAMN

nREREE (FME)

Weighted amount (average value)
2019% 20194 2018%F 2018%F 20184F
6A30HL 3A31BLWL 12A3181E 9HA30HIE 6H30HIE
ZEE ZEE = ZEE ZEE
For quarter For quarter  Forquarter  Forquarter  For quarter
ended ended ended ended ended
30 June 31 March 31 December 30 September 30 June
2019 2019 2018 2018 2018
BT BT BT T BT T BT T
HK$’000 HK$’ 000 HKS" 000 HKS"000 HKS$"000
—REE Level 1 assets 27,902,986 30,060,128 37,966,142 29,850,675 32,666,235
—REE Level 2 assets 6,648,674 7,694,360 7,504,428 7,870,732 7,489,966
W Total 34,551,660 37,754,488 45,470,570 37,721,407 40,156,201
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) EpERE(E) (J) Risk management (continued)
(0 FBELRRERE(Z) (c) Liquidity risk management (continued)
AREBERBESE A ANBEES AT The Group also maintains sufficient available stable funding in support
HRHBENREREESFHALTET of its longer-term assets to meet the statutory requirements. The
HERPEEAmRREES FRLTEER fits | h NSFR Th
Ko 2019F EHFIRTEE R FHLLLERERA increase in the NSFR in the first half of 2019 was mainly driven by the
FE2RAEERERSA VEFRME & /N ecrease in the weighted amount of the loans and funds provided to
FERERERGTFOERME S IE d h hted f the | d fund ded
TR c AEBWEBRE(RITE OF customers. There is no interdependent asset and liability as defined in
TRRY c AEBYERE(RITE ORD Th depend d liability as defined
] A EEA WENE afE o the Banking (Liquidity) Rules in the Group.
) RADEZREAMENEENAE he Banking (Liquidity) Rul he G
2019 20195 20184F 20184F 2018%F
6A30H 1t 33181t 12A31HLE 9A30H Ik 6A30H 1k
ZEE ZEE ZEE ZEE ZEE
Quarter ended Quarter ended Quarter ended Quarter ended Quarter ended
30 June 31 March 31 December 30 September 30 June
2019 2019 2018 2018 2018
BEESFHELLE  NSFR 143.1% 141.1% 141.5% 136.7% 132.5%
BT (FE) B KREBEEH For the purposes of compliance with Banking (Disclosure) Rules,
S E R THEEREEREESEAE information relating to the Group's liquidity are published by using
FEESMER WA EATHE L standard disclosure templates as specified by the HKMA and they
www.cncbinternational.com K [ B5& & AN 3 can be viewed in the Regulatory Disclosures section of our Bank's
| ST ER - corporate website at www.cncbinternational.com.
(d) BAREHE (d) Capital management
REBEBEAGUTETERY : The Group's primary objectives when managing capital are:
_ NAEEELEEE Y FIERRST - - to comply with the capital requirements set by the banking
BABRITESRIENEAESE regulators in the markets where the entities within the Group
S operate;
_ MEIE IR E R A AR B AT i H Rk - to maintain a strong capital base to support the development
BB of its business; and
_ MR E B B LEEE S S - to safeguard the Group's ability to continue as a going concern,
AIREIEERRE AHMABE R E so that it can continue to provide returns for shareholders and
RS o benefits for other stakeholders.
IEIR1T (EIR) BIRAE
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Risk management (continued)

Capital management (continued)

The HKMA sets and monitors capital requirements for the Group as
a whole. An individual banking subsidiary is directly regulated by its
local banking supervisor. The HKMA requires that the Group maintain
three prescribed minimum risk-weighted capital ratios: Common
Equity Tier 1 ("CET1") capital ratio, Tier 1 capital ratio and total capital
ratio. In accordance with the Banking (Capital) (Amendment) Rules
2014 which came into effect on 1 January 2015, the Basel Il capital
buffers, namely capital conservation buffer (‘CCB") which is designed
to ensure that banks build up capital outside periods of stress of 2.5%
of risk-weighted amounts and countercyclical capital buffer (‘CCyB")
which is set on an individual country basis and is built up during
periods of excessive credit growth, came into operation. Both have
been fully implemented on 1 January 2019. The HKMA announced
a CCyB ratio for Hong Kong of 2.5% of risk-weighted amounts from
1 January 2019. Basel Ill framework also introduced a leverage ratio
as a non-risk-based backstop limit, to supplement risk-based capital
requirements. On 1 January 2018, the Banking (Capital) (Amendment)
Rules 2017 came into operation and prescribed the statutory
minimum leverage ratio of 3%.

The Group adopts the standardised approach of calculating market
risk in its trading portfolios and risk weightings for credit risk, and
the basic indicator approach for operational risk. Banking operations
are categorised as either trading or banking book, and risk-weighted
amounts are determined according to specified requirements
that seek to reflect the varying levels of risk attached to assets and
off-balance sheet exposures.
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Risk management (continued)

Capital management (continued)

The Group actively and regularly reviews and manages its capital
structure to maintain a balance between the higher shareholder
returns that might otherwise be possible with greater gearing, and
the advantages and security afforded by a sound capital position,
and makes adjustments to the capital structure in light of changes
in economic conditions. In order to comply with the risk-based
supervisory framework of capital adequacy stipulated by the HKMA,
the Group conducts the Internal Capital Adequacy Assessment
Process, which assesses the capital requirement for Pillar 2 risks and
hence the capital requirement for Pillar 1 and 2 is derived. Moreover,
as part of the capital management policy and to ensure capital
adequacy, the Group conducts capital planning annually, which takes
into account the strategic focus, future business growth, risk appetite
and regulatory requirement. The plan covers the issuance of capital
instruments, if required, to ensure the Group's capital ratios are well
above their respective internal monitoring levels and regulatory
requirement. Regular stress testing is performed to ensure that the
impact of extreme but plausible scenarios on the risk profile and
capital position is considered. Stress testing also gives an insight into
the potential impact of significant adverse events and how these
could be mitigated.

Consistent with industry practice, the Group monitors its capital
structure on the basis of the capital adequacy ratio. There have been
no material changes in the Group’s policy on the management of
capital during the year.

The capital adequacy ratios at 30 June 2019 were computed on the
consolidated basis of the Group and some subsidiaries as specified by
the HKMA for its regulatory purposes, and are in accordance with the
Banking (Capital) Rules of the Hong Kong Banking Ordinance.

The Group and its individually regulated operations have complied
with all externally imposed capital requirements throughout the
period ended 30 June 2019 and year ended 31 December 2018, and
the Group's capital ratios are well above the minimum required ratios
set by the HKMA.
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Risk management (continued)

Operational risk management

Definition of operational risk

Operational risk is the risk of loss resulting from inadequate or failed
internal processes, people and systems or from external events.

Governance framework

The Group has established an Operational Risk Governance
Framework ("“ORGF") to identify, assess, mitigate, control, monitor
and report operational risk. The ORGF encompasses every member
within the Group and is governed by policies and guidelines which
define the minimum requirements to ensure a consistent approach
to manage operational risks. The Operational Risk Management
Committee ("ORMC") and the Fraud Risk Management Committee
("FRMC") are established by the Chief Executive Officer (‘CEQ") and
ratified by the Credit & Risk Management Committee (“CRMC"),
which is a Board delegated Committee to oversight Operational
Risk Management ("“ORM") and Fraud Risk Management (“FRM")
relevant matters. Implementation of ORM plans and tools is driven
by a Group-level ORM team with the support from other key
participants in ORM including subject matter experts on specific
operational risk areas including Controls and Compliance Group,
Financial Management Group, Information Technology Department,
Human Resources Department, Fraud Risk Management Team and
Technology Risk Management Team.

Management of operational risk

Day-to-day operational risk management lies with our business units,
support units and the Operational Risk and Control Head ("ORCH") of
each unit assists the respective unit heads in this regard.

ORM team assists management in meeting their responsibility of
understanding and managing operational risk and ensures the
development and consistent application of operational risk policies,
processes and procedures throughout the Group. Business and
support units are responsible for identifying, assessing, managing
and monitoring operational risks and tracking Key Risk Indicators in
their areas. The ORM team monitors the Group's overall operational
risk exposures and ensures that all material risks are promptly and
appropriately escalated to the ORMC, CRMC and senior management
of the Group for their attention.

The Internal Audit Group examines and evaluates the adequacy and
control effectiveness of the ORGF on an ongoing basis.
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J) EREEE) (J) Risk management (continued)
(e) BRIEEER (f")g) (e) Operational risk management (continued)
RIFE A EFE (&) Management of operational risk (continued)
FRA T A B T W /ATARIER A 155 A web-based learning programme on operational risks is required
RAZ B TR /RETTF R ER R for all new joiners and an annual refresher training on ORGF is
RBEER - RERREER/ DA REFEEER compulsory for all staff. Training workshops led by the ORM team
FIRkZ IR EFIRPHEII - LIRS B TH R are offered to business and support units with the objectives to raise
T’Eﬂ DR EE N AERREETEMNE operational risk awareness among staff, familiarize them with the
CEEBETE TRRIERREIRREE X ORM tools and enhance understanding of the ORGF along with their
1 \ﬁ@fﬂ 1T BEENXFE— MR T roles, responsibilities and accountabilities. This is further reinforced by
T ERBRHRZEMES B TEREBAE strong management support which encourages staff to embrace and
BIKF o pursue operational excellence.
Fﬁﬁﬂ\ﬁﬂﬁﬁ@) C FrEmRAREIA R HFHET Risk assessments are conducted on all outsourced activities, new
FrE R products and large projects.
TAREZ. Tools and methodologies
REEFEBAT TR EMASERYE The Group identifies, assesses, monitors and reports on operational
Al - BER R ERIERR - risk through the ORM tools and systems as set out below:
—  BERRBHRFTHEREBRN LT —  Operational Risk & Control Self-Assessment (‘/RCSA") is a tool to
ERBARR - REZEHE RS RS identify and assess the level of operational risk and effectiveness
—RBITH - RRERREENENE of control. RCSA has been rolled out across the business and
3l T EERATA £ ETIEEF support units under the guidance of the ORM team. RCSA
T SMPANEEREZTEABEAS leaders are nominated by the management of each business
NEEERGEEP BT EZNEREA and support unit to conduct self-assessments and identify key
= ZFRRARBRMFIEAREE risk factors in their daily business and support functions. Each
PREEIT O - M B ZE R key risk factor is assessed and quantified for financial impact,
WM BEE - RITBR %i.”ﬂ’] BREENE in terms of the estimated loss impact of each occurrence and
MEEZEREMIEVBEE  BEXY estimated number of occurrences. In addition to the financial
ZEFPNHE  EENEEZEZW impact assessment, non-financial impacts including customer,
AlRE M REREE ML - regulatory and reputation impacts are also assessed taking

into considerations of both likelihood of risk materializing and
severity of impact.

— E;zﬂ IR —EHBERAN T TR —  Key Risk Indicators (‘KRIs") are statistical metrics that take various
7S TET b b AT SR T B R risk factors into consideration and serve to provide early warning
VEEQ%&?‘T@JE’] FETERETA - signals for management’s monitoring and action. Through
ZﬁLEHEE’JE;zJ—L RIEIREER - A regular monitoring of these KRIs, areas of potential operational
EE R FHE R B ESEEE control weaknesses can be identified at an early stage and
5% - TERRIERS, AMEEE - addressed promptly. KRIs are developed at two levels, namely
ENEEEm REFIER - P the group and the unit level. Unit level KRIs are developed by
TERRBEEHSHFAHE - AF the respective units, and are monitored and tracked for progress
BEAMEANETENEERTKE towards completion of applicable mitigation plans. Thresholds
S ZEFIEES FERRIEEME are established for each business unit and support unit with
BHE2 B EE @b IR 4 2k & 2B FI reference to the risk appetite of the Group or the acceptable risk
REERREAEZETRAIAXNRRIZE level for the unit under each risk factor.
T
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Risk management (continued)

Operational risk management (continued)

Tools and methodologies (continued)

Operational risk incidents are reported into a centralized
operational loss database. The ORM team ensures all material
operational risk incidents are registered in the database, and are
properly investigated, with corrective and preventive actions
promptly executed according to agreed timelines. The loss data
serves as a centralized database to produce regular reports for
senior management, ORMC and CRMC review on the impact
of significant incidents and monitoring of the operational risk
loss trends. An escalation protocol is in place to ensure that
operational risk incidents with significant impact are reported to
the regulatory authorities, if deemed necessary. Lower impact
operational risk events are also collected to assist trend analysis
and provide a more forward looking perspective of potential
risk issues that warrant for closer attention.

Operational Risk Dashboard (‘ORD") provides management with
an overview of the key operational risk issues including but not
limited to the progress of the RCSA reviews and KRI evaluation
results. This information is submitted to the ORMC monthly
and relevant summarized information is submitted to the
CRMC quarterly as part of the Group-wide Risk Status Update
Report. The Group-wide Risk Status Update Report captures
the implementation status of ORM initiatives, contains analyses
on the trend of operational losses, highlights operational risk
incidents that have a material impact on the Group.

The Group will continuously fine-tune and enhance its operational risk

management framework to progress with industrial developments.

The Group's long-term goal is to cultivate a proactive, responsible

and accountable culture on ORM, and achieve operational excellence

through robust and continuous operational risk management.
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Risk management (continued)

Legal risk management

The Group remains abreast of all legal and regulatory requirements
applicable to its governance and operations, and continuously
seeks to develop its people, enhance its systems and processes, and
implement changes as necessary to meet the demands and create
awareness of such requirements. Regular reviews are conducted with
respect to the Group's policies and procedures to ensure the same
reflect the latest legal and regulatory requirements. Issuance of new or
substantially revised policies and procedures are often accompanied
by relevant training. There is a strong process in place to ensure
legal and regulatory risks are identified, monitored and mitigated.
Any significant matters that arise relating to such risks are reported
as appropriate by the Legal and Compliance function to the Group's
CRMC or senior management.

The Legal and Compliance Department has been one of the key
partners in the business, providing legal and compliance advice and
support to all parts of the Group and working with business and
support units to ensure relevant controls are in place. In the first half
of 2019, the Legal and Compliance Department had actively involved
in new product launches and new business initiatives, strategically
important transactions and commercial agreements, outsourcing
arrangements as well as day-to-day matters arising from the Group's
business. The Legal and Compliance Department will remain heavily
involved in monitoring and ensuring compliance with changing
regulatory requirements in various areas impacting the Group, and
will continue to advise and support the Group in meeting the legal
and regulatory challenges that lay ahead.

Strategic and reputation risk management

Strategic risk management refers to the Group's efforts to develop,
uphold and implement strategic decisions related to its long-term
growth and development. Reputation risk management refers to
the Group's efforts to protect its brand name and business franchise
from any potential damages arising from negative publicity and
information about its business practices, conduct or financial
condition.
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Risk management (continued)

Strategic and reputation risk management (continued)

The CRMC of the Group meets regularly to monitor and oversee the
Group's strategic and reputation risks. Senior management places
high priority on ensuring that the Group's business and operational
strategies are appropriately defined and are executed professionally
and promptly. Such strategies are reviewed regularly to enable
the Group to respond efficiently to changes in its operating and
regulatory environment. Business priorities, set on a bank-wide basis,
as well as for individual business and functional units, are aligned to
support the Group's strategies, and measurable targets are assigned
to ensure execution excellence. Great care is also taken to protect the
Group’s reputation and to maximise its brand equity. This includes
ongoing efforts to monitor and ensure high standards of customer
satisfaction, operational efficiency, legal and regulatory compliance,
public communication and issues management.

New Product Risk Governance

Definition of New Product Risk

- New Product Risk comprise the risks associated with launch
of new products and services (including changes to existing
products and services), encompassing credit, market, interest
rate, liquidity, operational, reputation, strategic, legal and
compliance risks.

Governance Framework

- The Group has established an enhanced product governance
framework to instill more stringent and comprehensive
assessment and approval processes prior to launch. The
framework is governed by the New Product Approval Policy,
which is approved by the Board and under the oversight of the
New Product Committee ("NPC") and the CRMC. The effective
implementation of the controls and monitoring measures is
driven by the dedicated New Product Governance team under
the Risk Management Group, with the support from other risk
management functions and subject matter experts on specific
risk areas, including the Controls & Compliance Group, Financial
Management Group, Operations & Technology Group and CEO
Office.
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Review Report

Report on Review of Interim Financial Report
To the Board of Directors of China CITIC Bank International Limited
(incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial report set out on pages 3 to 64,
which comprises the condensed consolidated statement of financial
position of China CITIC Bank International Limited (the “Bank”) and its
subsidiaries (together, the “Group”) as at 30 June 2019 and the condensed
consolidated income statement, condensed consolidated statement of
comprehensive income, condensed consolidated statement of changes in
equity and condensed consolidated cash flows statement for the six-month
period then ended, and a summary of significant accounting policies and
other explanatory notes. The directors of the Bank are responsible for the
preparation and presentation of this interim financial report in accordance
with Hong Kong Accounting Standard 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants. Our
responsibility is to express a conclusion on this interim financial report
based on our review and to report our conclusion solely to you, as a body,
in accordance with our agreed terms of engagement and for no other
purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

Scope of Review

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410, “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the Hong
Kong Institute of Certified Public Accountants. A review of interim financial
information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted
in accordance with Hong Kong Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do
not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial report of the Group is not prepared, in all
material respects, in accordance with Hong Kong Accounting Standard 34
“Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 26 August 2019
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Report of the Chief Executive Officer

Macroeconomic conditions in the first six months of 2019 remained
volatile, especially because escalating Sino-US trade conflicts gave rise to
more uncertainties. In the face of a challenging operating environment
and intense market competition, China CITIC Bank International Limited
("CNCBI") and its subsidiaries (together “the Group”) fine-tuned its business
development strategy in a timely manner, steadfastly stepping up the
collaboration with the CITIC Group and parent bank China CITIC Bank
Corporation Limited ("CNCB"), and capitalizing on the geographical
advantage afforded by China's Greater Bay Area development strategy to
capture cross-border business opportunities. At the same time, the Group
pressed ahead with fintech transformation and continued to enhance risk
management, laying a firm foundation for future sustainable development.

Operating Environment

During the period under review, global economies slowed down in tandem,
with major central banks shifting towards a more accommodating stance
on monetary policies. As the benefits of tax cuts had tapered off, the US
economy expanded more slowly in the second quarter, with the Federal
Reserve Board starting to reduce interest rates immediately after ending the
tightening cycle. Persistent weakness of the Eurozone's economies and still
beleaguered economic conditions in Japan despite pockets of improvement
have prompted both the European and Japanese central banks to signal
the possibility of lower interest rates ahead. For China, notwithstanding
a positive growth trend in the first quarter, downward pressure on the
economy emerged in the second quarter owing to the headwind of a
sudden escalation of the Sino-US trade war, impelling the People's Bank
of China to resume monetary easing. Emerging economies came under
pressure because of deceleration in the expansion of developed economies
and the Chinese economy, although market expectations of lower US
interest rates allayed the threat of capital outflows to a certain extent.

The Sino-US trade war is currently the principal risk to the global economy
and financial markets. The capricious stance of the US towards the trade war
and its confrontation with other trading partners have directly undermined
the global outlook, especially the trade flows between China and the US
and their respective economic growth, resulting in further fluctuations
in the two countries’ and global financial markets. Although the shift of
major central banks towards easier monetary policies can help bring some
stability, it may precipitate volatilities in FX and money markets, becoming
potential pitfalls for economic development in the longer term.
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Report of the Chief Executive Officer

As a highly open service-oriented economy, Hong Kong was buffeted
by the Sino-US trade war and slowdown of the two economies to see
decelerated growth momentum, with first-half 2019 GDP increasing merely
0.5% year on year. While this was in part attributed to high base effect, it also
reflected the severe consequences of a worsening external environment.
The aggregate pre-tax operating profit of retail banks decreased by 5.2%
year on year in the first quarter of 2019, while this indicator was an increase
of 32.9% last year, illustrating the deterioration of the operating conditions
of the banking industry in Hong Kong.

Financial Review

The Group posted operating income of HKS$4.25 billion for the first half of
the year, down 2.6% from the same period last year. Profit attributable to
shareholders decreased by 7.7% year on year to HK$1.50 billion. Return on
average assets was 0.87%, 3 basis points higher than the 0.84% reported for
the full year of 2018. Return on average shareholders’ equity was down 9
basis points from last year's level to 8.28%.

During the period under review, net interest margin widened by 4 basis
points versus FY2018 level to 1.86%, courtesy of an increase in asset yields
that exceeded the rise in funding costs. However, as a result of lower
outstanding loans, net interest income fell by 3.5% year on year to HK$3.19
billion. Non-interest income saw a slight year-on-year increase to HK$1.06
billion, with a noticeable surge of 73.4% in insurance fee income as the key
driving force.

Operating expenses increased by 11.3% year on year to HK$1.80 billion, and
cost-to-income ratio was 42.4%. In view of increasingly fierce competition,
the Group continued to invest in fintech transformation and human
resources, providing a solid foundation for future growth in revenue.

Impairment for the first half of the year at HK$621 million was down 19.7%
from the HKS$773 million recorded for the corresponding period last year.
Due to the downgrade of a loan asset, impaired loan balance as at 30 June
2019 increased, resulting in a rise in impaired loan ratio to 1.38%, while
non-performing loan coverage ratio dropped to 107.7%. For the remainder
of the year, the Group will step up collection efforts to maintain impaired
loan balance at a manageable level.
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Report of the Chief Executive Officer

Given the vagaries of market conditions and increasing corporate credit risk,
the Group was prudent in granting credit facilities and proactively adjusted
the mix of assets to enhance capital efficiency. As at 30 June 2019, total
assets at HK$350.62 billion was 3.4% below the end-2018 level. Owing to
lower corporate loan balance, customer loans (including trade bills) dropped
by 2.1% from the end of 2018 to HK$197.53 billion. Meanwhile, customer
deposits (including certificates of deposit issued) amounted to HK$276.71
billion, down 4.1% from six months ago. Since the end of 2014, local retail
deposits have grown steadily at a compound annual rate of 14.2%, reaching
a record high of 159.99 billion as at the end of the period under review,
with its share of CNCBI's total deposits continuing to increase to 57.8%,
contributing to a more stable deposit base and further improvement in the
deposit structure.

In February 2019, CNCBI successfully issued US$500 million Tier 2
Subordinated Notes for capital replenishment to support business growth.
As at 30 June 2019, the Group's total capital adequacy ratio stood at 19.0%,
while tier 1 capital ratio and common equity tier 1 capital ratio were 16.2%
and 13.3% respectively, meeting regulatory requirements. Moreover, CNCBI
maintained ample liquidity to cope with increasingly frequent market
fluctuations, with the average liquidity coverage ratio for the first six months
of 2019 amounting to 236.9%.

Business Review

Wholesale Banking Group (“WBG")

In the first half of 2019, WBG showed perseverance in the face of an
adverse operating environment, striving to sustain its market position and
customers' confidence. The key strategies are mainly manifested in the
following three areas:

First, a greater emphasis was laid on the collaboration with the CITIC Group
and various branches of CNCB. During the period under review, the number
of corporate clients referred to WBG by the CITIC Group and CNCB reached
1,189, up 1.5% year on year, underpinning a continued expansion of the
customer base. In the meantime, the Group Co-operation Office has been
established to serve the subsidiaries of the CITIC Group as well as their
upstream and downstream business partners, endeavouring to capture the
customers and business opportunities within the group.

Second, the organization structure is enhanced to help acquire new
customers via joint marketing and cross-selling. In the first six months of
2019, WBG completed a series of structural adjustments to adopt a flatter
management model and make full use of available resources to expand
its market. On top of this, geographical and business segmentation was
fine-tuned. Moreover, a joint marketing mechanism has been established
with CNCB's branches and CITIC Bank International (China) Limited (“CBI
(China)") to keep deepening existing customer relationships and adding
new customers, as well as creating more cross-selling opportunities.
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Report of the Chief Executive Officer

Finally, trade finance business has been actively developed. Initial efforts
began to bear fruit, with total bills turnover amounting to HK$13.60 billion in
the first half this year, of which HK$7.82 billion was recorded in the second
quarter, a sharp increase of 35.2% from the previous quarter, illustrating
strong growth momentum.

In the second half of 2019, uncertainties and fierce competition are
expected to persist. WBG will stay the course to implement its core
strategies. While continuing to strengthen the collaboration with the CITIC
Group and CNCB, it will put in place a management model that is driven
by various teams of relationship managers, enlarging the customer base
through joint marketing schemes and products cross-selling. Meanwhile,
WBG is committed to growing M&A finance, real estate finance and trade
finance businesses, etc., which can ensure long-term stable development
while fostering stronger relationships with customers.

Personal and Business Banking Group (“PBG”)

PBG posted a 12.6% year-on-year growth in total operating income to
HKS$1.43 billion for the first half of 2019, attaining a new half-year record.
As at the end of June, customer deposits reached HK$159.99 billion,
representing a 4.6% increase over end-2018. Meanwhile, propelled by
strong loan growth of business banking, total retail lending balance also
increased to a record high of HK$56.80 billion, up 10.2% compared with
end-2018. During the period under review, all three major business lines,
namely retail banking, business banking and private banking were firing
on all cylinders and contributed to a strong 31.9% year-on-year growth in
non-interest income.

As a result of continued investments in fintech, marketing and human
resources, total operating expenses increased by 8.9% year on year to
HKS$717 million. Asset quality remained healthy, with credit cost of HK$ 14
million for the first half of 2019. Profit before taxation rose 18.0% from the
same period last year to HK$694 million.

On the back of an increasingly diversified product portfolio and continuous
strengthening of sales and service channels, PBG has deepened existing
customer relationships while actively acquiring new customers. As at 30
June 2019, the total number of high net worth customers including CITICfirst
and private banking customers grew by 3.2% from end-2018 to around
40,000. Total customer assets under management increased to around
HK$159.52 billion, up 4.1% from end-2018. Moreover, the collaboration with
CNCB continued to be enhanced, with the number of cross-border referral
customers and related assets under management increasing by 11.3% and
23.7% respectively from end-2018
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Report of the Chief Executive Officer

After formally launching the flagship mobile banking platform “inMotion” in
March 2018 as a pioneering innovation in Hong Kong, in February this year
PBG introduced the first truly virtual credit card in Hong Kong, i.e. “Motion
Virtual Credit Card”, and full-function securities trading service “inVest”
via the platform. PBG customers can also purchase life insurance policies
through it, making “inMotion” a genuinely comprehensive virtual banking
platform that enables customers to manage account opening, spending,
investing and purchasing of insurance anytime and anywhere.

As a result of PBG's good performance in private banking business and
application of fintech, it was awarded several accolades, including Hong
Kong Leaders’ Choice Award 2019 - “Excellent Brand of Private Banking
Service” and “Excellent Brand of Mobile Banking” offered by Metro Finance,
Quamnet Outstanding Enterprise Awards 2018 — “Outstanding Private
Banking Services” and “Outstanding E Business Service” offered by Quamnet,
The 19th Capital Outstanding Enterprises Awards — “Outstanding Deposit
Service”, “Outstanding Private Banking Service” and “Outstanding New
Generation Banking Service” offered by Capital Weekly, and etnet Fintech
Awards 2018 - “Outstanding Innovative Mobile Banking Service” offered by
etnet.

Looking ahead, PBG will strive to become a customer-centric digital savvy
bank in Hong Kong and of the Greater Bay Area and, by means of continued
investments in fintech, further improve customer experience and enhance
efficiency.

Treasury and Markets Group (“TMG”)

In the first six months of 2019, various teams in TMG collaborated actively in
light of a highly competitive market environment and managed to achieve
steady growth in both scale and efficiency. Total operating income for the
period amounted to HK$631 million, representing a 7.8% increase year on
year. Global Markets posted a 15.8% increase in total operating income to
HKS$430 million.

The trading team focused on building out market-making business on RMB
and HKD products, and managed to maintain a relatively stable competitive
position in the market. For the period under review, according to Thomson
Reuters, CNCBI was ranked top two among all Chinese banks for HKD FX
spot trading volume in Asia and top three among banks in Asia for RMB FX
spot trading volume. The overall trading volume doubled from the same
period last year, with trading revenue totaling HK$140.4 million, an increase
of 112.7% year on year.
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Report of the Chief Executive Officer

With the objective of mitigating trade settlement risk and liquidity risk as
well as reducing the consumption of the Bank's risk capital, TMG has been
actively participating in the central clearing system of the Stock Exchange
of Hong Kong (‘HKEX"). In March, the trading team completed the first HKEx
centrally cleared CNH FX swap transaction in Hong Kong. In recognition
of its contribution to the development of the offshore RMB market, HKEx
presented CNCBI with the “Key Business Partner in FIC Market” award. In
addition, CNCBI has successfully joined the Continuous Linked Settlement
("CLS") system to achieve multi-currency, multilateral and real-time global FX
trade settlement capabilities.

For client business, the newly formed institutional marketing team has
been focusing on establishing a customer base on multiple directions
and at multiple levels, while the products available range from FX, interest
rate derivatives to structured products, contributing to a diversification of
revenue sources. Meanwhile, the PBG Business Banking marketing team'’s
FX and fixed income business related revenues increased by 67.4% year on
year.

Moreover, total income from fixed income products at HK$230 million
represented a year-on-year growth of 57.6%. The Debt Capital Markets
("'DCM") team completed 75 deals with an aggregate issuance size of
US$33.05 billion, of which CNCBI acted as global coordinator for 44
transactions. The volume of secondary market trading volume also
multiplied over the last six months, bringing in considerable revenues.

The Central Treasury Unit ("CTU") carefully managed the mismatch in the
Group's liquidity gapping positions, FX funding swaps and debt securities
portfolio, delivering satisfactory financial performance. Starting from October
this year, CNCBI will become a CNH HIBOR contributing bank as appointed
by the Treasury Markets Association, which is an acknowledgement of
CNCBI's increasing presence in the CNH market.
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Report of the Chief Executive Officer

Risk Management and Internal Controls

The Group has always emphasized risk culture, infrastructure
implementation and internal controls, while stressing the importance of the
three lines of defence. Throughout the first half of 2019, the Group further
enhanced its risk management framework and raised the level of internal
controls by focusing on a sense of ownership in the first line of defence,
promoting a robust governance culture and implementing effective
measures at various business levels. Moreover, anti-money laundering
controls continued to be strictly enforced to ensure that all of the Group's
domestic and overseas businesses could satisfy the regulatory requirements
in Hong Kong and other relevant jurisdictions.

Meanwhile, substantial resources have been deployed to increase the
risk management capabilities of the Group to ensure that it will keep
abreast of new regulatory requirements and best practices, including
various risk management enhancement projects and initiatives to adapt
to an evolving regulatory landscape and increasingly stringent regulatory
requirements. On the credit risk front, the Group is committed to adopting
strict credit policies, conducting intensive in-depth credit assessments and
strengthening post-lending monitoring, as well as proactively performing
portfolio reviews and stress testing.

Outlook

The global economy is expected to remain largely stable in the second
half of 2019, as major central banks' initiation of an easing cycle will boost
market liquidity and sustain the trend of economic growth. Nevertheless,
the swings in Sino-US trade negotiations should not be underestimated,
while the default risk of mainland private enterprises and banks also
warrants closer attention.

In the face of many uncertainties both internally and externally, the Group
will always stay vigilant, continuing to strengthen core management
capabilities and enhance risk management, internal controls and
compliance. The focus of future development will be on promoting a
corporate culture that stresses accountability and integrity, firmly adhering
to our core value of customer-centricity with deepening customer
relationships, strengthening internal and external collaboration with
promotion of cross-selling, and implementing fintech transformation to
boost core competitiveness.
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Report of the Chief Executive Officer

On business strategy, the emphasis will be on capital efficiency, with a
view to achieving balanced development between quality and scale.
WBG is committed to adjusting its focus of business development and
restoring stable growth momentum, while PBG will continue to leverage
the “inMotion” mobile banking platform to enlarge its customer base and
provide more innovative and quality products and services to create a new
growth engine. TMG will extend the favourable development of DCM and
trading businesses, as well as carefully building up the asset management
and custodian businesses to diversify sources of income.

Despite multiple challenges and mounting stress, the staff of CNCBI will
maintain strategic focus and, under the leadership of the management
team, steadily press ahead with business transformation and keep riding on
the first-mover advantage in fintech development among local banks, in
order to achieve long-term sustainable development.
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