Bank of China Limited — Hong Kong Branch

2018 Interim Financial Disclosure Statement

This is the Interim Financial Disclosure Statement issued by the Branch for the period
ended 30 June 2018. The information stated is not audited. It contains the applicable
disclosures required by the Banking (Disclosure) Rules and the Supervisory Policy
Manual: - Guideline on the Application of the Banking (Disclosure) Rules issued by the
Hong Kong Monetary Authority. This statement is readily accessible at our office located at
7/F, Bank of China Tower, 1 Garden Road, Hong Kong.
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1. Income statement

Interest income
Interest expense

Net interest income

Fee and commission income

Fee and commission expense
Net fee and commission income

Net gain/(loss) arising from trading
in foreign currencies

Net gain from trading securities

Net gain/(loss) from other trading
activities

Net gain from disposal of
investment in securities at
FVOCI

Net gain from disposal of
available-for-sale securities

Net gain from other
non-trading investments

Net gain/(loss) on financial
instruments designated at
fair value through profit or
loss

Total operating income

Net charge of impairment

allowances
Net operating income
Operating expenses
Profit before taxation
Taxation

Profit for the period

HEELER BT

2018 4¢ 2017 #E

6538 6H30H

FEE Half-year ended Half-year ended
Note 30 June 2018 30 June 2017
HEETT BT

HK$000 HK$'000

4,710,604 5,710,588

(4,949,022) (3,700,462)

(238,418) 2,010,126

50,400 51,483

(16,626) (22,040)

33,774 29,443

539,001 (1,017,623)

122,532 9,327

42,347 (12,071)

2,840 N/A

N/A 11,008

2,686 6,548

2,024 (271,561)

506,786 765,197

(5,743) -

501,043 765,197
4 (53,156) (48,332)
447,887 716,865
(73,737) (118,070)

374,150 598,795
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2. Balance sheet
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Assets

Balances with banks and other
financial institutions

Placements with banks and other
financial institutions maturing
between one and twelve months

Advances to banks and other
financial institutions

Trading securities

Derivative financial instruments

Investment in securities

Prepayment and other receivables

Deferred tax assets

Total assets

Liabilities

Deposits and balances from banks
and other financial institutions

Derivative financial instruments

Certificates of deposit in issue
designated at fair value through
profit or loss

Debt securities in issue designated
at fair value through profit or loss

Certificates of deposit in issue at
amortised cost

Debt securities in issue at amortised
cost

Accruals and other liabilities

Current tax liabilities

Head Office account

Total liabilities

Equity

Reserve

Total liabilities and equity

2018 4 72017 &

65308 12H31H

iird At 30 June At 31 December
Notes 2018 2017
BT BT

HK$’000 HK$'000

5 43,414,338 28,641,518
5 174,363,240 166,924,669
5 63,434,564 70,803,437
6 1,265,032 3,958,443
7 10,162,360 12,134,572
8 71,174,312 66,548,173
1,018,371 13,630

32,023 28,943

364,864,240 349,053,385

107,325,208 69,384,521

8,763,540 11,671,937

31,017,354 31,925,875

5,350,343 2,347,620

102,715,707 131,332,624

106,620,618 100,535,072

9 1,092,729 276,420
373,060 311,503

9 1,786,616 1,458,661
365,045,175 349,244,233

(180,935) (190,848)

364,864,240 349,053,385
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3. BEEEABKITEA 3. Remuneration of Senior Management and Key Personnel
BHIRTE

3.1 FMBCRREFRERE

3.1 Determination of remuneration policy
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3.2

The Branch’s remuneration policy and package is initiated by the Human
Resources Department of the headquarters and implemented after the approval of
the Group's management. In 2017 and 2016, the Branch did not employ any
external consultants in the process of determining the Branch’'s remuneration
policy.

The headquarters conducts periodic review on the Branch's remuneration policy.
In 2017 and 2016, there were no changes in the remuneration policy structure due
to the periodic review.

Key factors for determination of remuneration policy

In determining remuneration policy and package of the Branch, the Human
Resources Department of the headquarters takes into account factors including
the Group's remuneration strategy, peer companies in Hong Kong, human
resources market condition, business development objectives and performance,
market practices and risk management effectiveness.
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EEEHEABRIEA 3. Remuneration of Senior Management and Key Personnel
BT (80

{continued)

3.2 Key factors for determination of remuneration policy (continued)

Since performance bonus of the Branch's senior management and staff is linked
to their appraisal result, the completion of performance targets would affect the
variable remuneration of the senior management and staff. To ensure the Branch's
performance has been truly reflected and remuneration has been duly adjusted for
risk factors, a 3 years deferral payment mechanism is implemented for the bonus
of the Branch’s investment personnel with a grade of senior manager or above.

According to the headquarters’ deferral mechanism on variable remuneration,
amount deferred differs across employees in terms of their job responsibilities.
More specifically, remuneration of employees varies according to values of their
respective positions, on this basis, different classes of employees are assigned
different proportion of variable remunerations to be deferred based on their level
of risk and responsibility borne. These cause a difference in deferral amount
across employees.

When the Branch’s performance failed to meet prescribed targets or was less than
satisfactory, the headquarters would adjust the remuneration package of the
Branch; the appraisal results of the Branch and individual staff, which determine
the variable remuneration, would also be affected.

Remuneration policy established based on the above elements attains
competitiveness and fairness, and at the same time balances motivation and
restrain as well as business development and risk management.
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3.3

3.4

Key factors for determination of remuneration package of Senior

Management and Key Personnel

The following key factors are considered when determining the remuneration
package of the Branch’s Senior Management and Key Personnel:

(a) Value of respective positions
Value of a position is determined by the comprehensive factors of job
responsibility, complexity and work requirement for individual candidates.

(b) Individual competency
Extent to which individuals are able to accomplish work targets affects staff
remuneration package.

(c) Company and individual performance
Variable remuneration is linked with performances of the company,
department and individual staff.

(d) Market compensation competitiveness
Remuneration can be adjusted accordingly with reference to market price in

order to retain key and important personnel.

Definition of Senior Management and Key Personnel

Senior Management is responsible for oversight and management of the Branch’s

firm-wide activities; Key Personnel are employees whose duties in the course of
their employment involve the taking on of material exposures of the Branch.
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3. EREHEARBKITEA 3. Remuneration of Senior Management and Key Personnel
BERETE (&) (continued)

35 EREHEAERRTFEALR 3.5 Amount of remuneration of Senior Management and Key Personnel

HIFRRNE RO
HE 2017412 8 31 HubEE
For the year ended 31 December 2017
REEEABRTIEAR
Senior Management and Key Personnel
(i) EENIS TSR (i) Remuneration awarded JEIRIE BIE ey
during the year Non-deferred Deferred Total
T AT BT
HK$’000 HK$'000 HK$’000
l E RN Fixed remuneration 7,207 - 7,207
TEENETEN Variable remuneration 9,522 4,119 13,641
(i) BB (ii) Deferred remuneration*
- PR - Vested 2,443
- REFE - Unvested 7,424
9,867
#2017 &£ At 1 January 2017
1H1H 8,016
[ - i Awarded 4,119
[ Paid out (1,964)
PRI R T LB Reduced upon termination of
services (304)
2017 & At 31 December 2017
128318 9,867
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{continued)

3.5 Amount of remuneration of Senior Management and Key Personnel

(continued)

(i} Remuneration awarded

during the year

Fixed remuneration

Variable remuneration

(ii) Deferred remuneration*

- Vested
- Unvested

At 1 January 2016

Awarded
Paid out

Reduced through performance

adjustments

At 31 December 2016

¥ 2016 £ 12 A 31 BibFEE

For the year ended 31 December 2016

I INEY: S INE

Senior Management and Key Personnel

JEHRIE IRRE amEt
Non-deferred Deferred Total
BT BT BT
HK$'000 HK$'000 HK$'000
6,887 - 6,887
8,939 3,846 12,785
1,757

6,259

8,016

5,273

3,846

(1,103)

8,016

* Please refer to note 3.7 for the mechanism of deferred remuneration of the Branch.

The remuneration above includes 5 (2016: 5) members of Senior Management

and 9 (2016 8) members of Key Personnel.

3.6 According to the existing remuneration policy, all fixed and variable remuneration

of the Branch is paid in cash.
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(continued)

3.7 To ensure the Branch’s performance has been truly reflected, in 2017 and 2016,

the payout of over 40% of bonus of the Branch’s Senior Management and 30% of

bonus of the Key Personnel is deferred in a 3 years period.

3.8 According to the existing remuneration policy, no Senior Management or Key

Personnel of the Branch has been awarded with new sign-on payment, severance

payment and guaranteed bonuses.

3.9 In 2017 and 2016, there is no deferred remuneration adjusted according to the

requirement of the existing remuneration policy for ex post explicit or ex post

implicit adjustments.

4. Operating expenses

Staff costs

Premises and equipment expenses
Telephone and communication
Other operating expenses

FELEHT PELEHE
2018 &£ 2017 5
6 430H 6 H30H
Half-year ended Half-year ended
30 June 2018 30 June 2017
BT AT
HK$'000 HK$'000
34,052 28,887
8,353 8614
6,305 7177
4,446 3,654
53,156 48,332
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Amount due from overseas offices

2018 #2017
63008 12331 ¢
At 30 June At 31 December
2018 2017
EETIT BETT
HK$’000 HK$'000
Balances with banks and other
financial institutions, in which:
- due from overseas offices 34,071,383 20,446,484
- due from other banks and
financial institutions 9,342,955 8,195,034
43,414,338 28,641,518
Placements with banks and other
financial institutions maturing
between one and twelve months,
in which:
- due from overseas offices 171,851,156 166,322,999
- due from other banks and
financial institutions 2,512,084 601,670
174,363,240 166,924,669
Advances to banks and other
financial institutions™, in which:
- due from overseas offices 63,039,318 69,770,710
- due from other banks and
financial institutions 385,246 1,032,727
63,434,564 70,803,437
Amount due from overseas offices:
- Balances with banks and other
financial institutions 34,071,383 20,446,484
- Placements with banks and other
financial institutions maturing
between one and twelve months 171,851,156 166,322,999
- Advances to banks and other
financial institutions 63,039,318 69,770,710
268,961,857 256,540,193

other financial institutions (31 December 2017: Nil).

* As at 30 June 2018, there were no impaired, overdue or rescheduled advances to banks and
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6. XA 6. Trading securities
72018 4E #2017 4
65308 12H31H
At 30 June At 31 December
2018 2017
AT BT
HK$°000 HK$'000
2SR Trading securities
- {HSRE S - Debt securities 467,974 400,608
- FEGE - Certificates of deposit 797,058 3,557,835
1,265,032 3,958,443
7. TTESRMT R 7. Derivative financial instruments
B 2018 48 #2017 4
6 H530H 128318
At 30 June At 31 December
2018 2017
EWTT BT
HK$’000 HK$'000
8. LEEE Contract/notional amounts
EFEGE] Exchange rate contracts 774,567,334 686,647,578
FlREH Interest rate contracts 17,794,898 17,723,268
792,362,232 704,370,846
NE{EHERE Fair value assets
EREY Exchange rate contracts 10,083,856 12,107,114
FiRE8y Interest rate contracts 78,504 27,458
10,162,360 12,134,572
N EEEE Fair value liabilities
EREL Exchange rate contracts (8,435,764) (11,545,563)
FEaay Interest rate contracts (327,776) (126,374)
{8,763,540) (11,671,937)

A SRIRZ ATEIE
R IR T

PRz -

derivative financial instruments.

-10 -

There is no-effect of valid bilateral netting agreement on " the fair values of the
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8. BARNrE 8. Investment in securities
2018 4 #2017
6 B30H 12H31H
At 30 June At 31 December
2018 2017
BT SRR
HK$'000 HK$'000
DI (et A ST UL investment in securities at fair value
L2 EAHINH through other comprehensive
income
- RS - Debt securities 31,473,135 N/A
- {FRKEE - Certificates of deposit 33,600,956 N/A
65,074,091 N/A
IR N A T Investment in securities at amortised
cost
- {E%ES - Debt securities 6,100,221 N/A
TR RS Available-for-sale securities
- (HRES - Debt securities N/A 33,565,858
- HEGE - Certificates of deposit N/A 25,827,037
N/A 59,392,895
HHEEIIHEES Held-to-maturity securities
- {HsEEs - Debt securities N/A 7,155,278
71,174,312 66,548,173

-11 -
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Amount due to overseas offices

Deposits and balances from banks
and other financial institutions, in
which:

- due to overseas offices
- due to other banks and financial
institutions

Accruals and other liabilities, in which:
- due to overseas offices
- due to others

Amount due to overseas offices:
- Deposits and balances from
banks and other financial
institutions
- Accruals and other liabilities
- Head Office account

7’2018 4E #2017 £
6 H30H 12B31H
At 30 June At 31 December
2018 2017
AWTT AT
HK$'000 HK$'000
61,324,223 46,095,965
46,000,985 23,288,556
107,325,208 69,384,521
1,987 2,225
1,090,742 274,195
1,092,729 276,420
61,324,223 46,095,965
1,987 2,225
1,786,616 1,458,661
63,112,826 47,556,851

-12 -
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10. ¥R

EH HIE T Ex New Other Total
US Japanese Australian Pound A% BXEE Taiwan foreign foreign
Dollars Yen Dollars Sterling Renminbi Euro Dollar currencies currencies
Spot assets 251,495 12 969 6 38,682 28,212 - - 319,476
Spot liabilities (204,237) - (966) - (68,322)  (15,681) - - (289,216)
Forward
purchases 354,234 8,243 703 4,696 337,860 24,967 - 4,073 734,776
HETE Forward sales  (405,602) (8,314) (703) (4,701) (302,330)  (37,059) (341) (4,070)  (763,120)
HikERL B%  Net options
position 1,193 - - - {1,180) - - - 3
(5) ./ £48 Net (short)/iong
peteis] position (2,917) 41 3 1 4,700 429 (341) 3 1,919
2017 £ 12 H31 H
At 31 December 2017
ST ETER
Equivalent in million of HK$
Frints HAh o S s
ey H# it LR New Other Total
US Japanese Australian Pound AR e Taiwan foreign foreign
Doflars Yen Dollars Sterling  Renminbi Euro Dollar currencies  currencies
HEHEE Spot assets 238,408 1 897 1 30,460 31,259 - 2 301,128
AN Spotliabilites  (191,131) (69) (995) - (68,339)  (16,039) - - (276,573)
BB A Forward
purchases 306,047 647 17 2,631 329,379 11,041 - - 649,762
L Forward sales  (354,304) (561) (A7) (2,632) (288,806)  (25,937) - - (672,257)
WHESSE Netoptions
position 81 - - - (74) . - . 7
(%) &% Net (short)/long
et position (899) 18 2 - 2,620 324 - 2 2,067

TR PR S LMY R
SR\ « MR R P AR AR PR S
HIREG A T BRIBIIHERS ) Bl
BESTET -

BT

10. Currency concentrations

The following is a summary of the major foreign currency exposures other than
reporting currency. The net options position is calculated based on the basis of
delta-weighted positions of all foreign exchange options contracts.

201846 B 30 H
At 30 June 2018

EREETEE

Equivalent in million of HK$

wE% A e

-13-
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1. B8 ERE 11. International claims

@R % & HEET R R Claims on individual countries/regions, after risk transfer, amounting to 10% or more of
s REEEEERE the aggregate international claims are shown as follows:
10%E D L2 e

2018565308

At 30 June 2018
FESRITRAAMEE
Non-bank private sector
FESRTT
SR SR
HOTH Non-bank A
SRFT Official financial Non-financial dEst
Banks sector institutions  private sector Total
AEEET HWEET AREET AEEET AEEET
HK$'m HK$'m HK$'m HK$’'m HK$'m
BRI HE Mainland of China 324,272 - 3,112 6,147 333,531

2017 FE 12 H 31 H
At 31 December 2017

FEERITRAA IS
Non-bank private sector
FESRTT
ERbES et
BT Non-bank TN
$RIT Official financial Non-financial B S
Banks sector institutions private sector Total
AREET AREEET AEEETT ABEE T AEEHETT
HK$'m HK$'m HK$'m HK$'m HK$'m
P Mainland of China 306,984 60 3,310 9,109 319,463

-14 -
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12, JESRTTRUAHEEER & 12. Non-bank Mainland exposures

R2018E6 H30H

At 30 June 2018
sERER REAMRRA RESRR
HE BB AR ipjlpe
ltems in On-balance Off-balance R R
the HKMA sheet sheet Total
return exposure exposure exposure
BEETT EETT BT
HK$'000 HK$'000 HK$'000
ILETE ~ TR Central government, central
HYHRHS - BT government-owned entities
HHEMEE and their subsidiaries and
joint ventures 6,654,703 - 6,654,703
HOFEUR ~ HOREUAEER Local governments, local
Byt ~ HIRB B R government-owned entities
GEEE and their subsidiaries and
joint ventures 1,907,316 - 1,907,316
B EEPYE R A PRC nationals residing in
BEPYEE A HERE - B Mainland or other entities
BB EEHEDHE incorporated in Mainland and
their subsidiaries and joint
ventures 937,540 - 937,540
TEIEE LIE—IE P Other entities of central
B PIREC (it government not reported in
item 1 above 35,866 - 35,866
g FAE I IE Other entities of local
BUMTIRY LR governments not reported in
item 2 above 277,997 - 277,997
RS NE RS PRC nationals residing outside
SRMHYUBEE > HLFR R Mainiand or entities
NEHEEE incorporated outside
Mainland where the credit is
granted for use in Mainland - - -
A S R R Other counterparties where the
WL BRI TR A exposures are considered to
ke i be non-bank Mainland
exposures - - .
daxt Total 9,813,422 - 9,813,422
IR & 1R A YA Total assets after provision 365,606,707
HEA BB RE On-balance sheet exposures as
percentage of total assets 2.68%

S H SRR ot

-15 -
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12. JESRTTRIPNILEER R IE 12. Non-bank Mainland exposures (continued)
(50

2017 12 A 31 H
At 31 December 2017

sERMER AEAHESR  BEAMRS)
HHE HIR R BB i
ltems in On-balance Off-balance B RIE
the HKMA sheet sheet Total
return exposure exposure exposure
BT AT BT
HK$'000 HK$’000 HK$'000
PR~ TPOREUNEER Central government, central
B - HIRES o s R government-owned entities
HHEPE and their subsidiaries and
joint ventures 1 9,824,039 - 9,824,039
HOHEUR - MRS Local governments, local
HOMRRS ~ ML B R govermnment-owned entities
G and their subsidiaries and
joint ventures 2 1,758,272 - 1,758,272
hEEHEN R R e A PRC nationals residing in
BENEE I AOEEE « M Mainiand or other entities
BAEIEGHERE incorporated in Mainland and
their subsidiaries and joint
ventures 3 1,189,916 - 1,189,916
FRISE Rt g—Erho Other entities of central
BURF I T S government not reported in
item 1 above 4 - - -
N EIEE LA T Other entities of local
EUM PRt governments not reported in
item 2 above 5 278,592 - 278,592
of EES IS NE R R PRC nationals residing outside
FEMRATIE - LA Mainland or entities
RHHEEE incorporated outside
Mainland where the credit is
granted for use in Mainland 6 - - -
HAs S8 FmEREER Other counterparties where the
R BIRRTTAYAHE exposures are considered to
R R be non-bank Mainland
exposures 7 - - -
st Total 8 13,050,819 - 13,050,819
JORCES SRR e 40%E Total assets after provision 9 349,873,184
HE AT RE R On-balance sheet exposures as
{EEREEEE T Sy percentage of total assets e Qe 37 3%

-16 -
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FESRTIRGERAE — FHEST
13. FEIMEEH 13. Liquidity information

(a) MEMELERLLR

(a) Liguidity maintenance ratio

ZERAERE CEASEE FEEHE
2018 & 2018 4£ 2017 £
65308 3A31H 6 H30H
Three months Three months Half-year
ended ended ended
30 June 2018 31 March 2018 30 June 2017
B L R Y Average value of liquidity
maintenance ratio 25,924.94% 10,063.62% 12,600.52%

TR R LR Y
B AR 2 AR
ri‘f\';)ﬂ TeERRERMEE
W BN B R bRy
TR TR -

(b) L FELER

2 LRSI RNTSE

FEERAY S E R
A B AR AR
2 F‘ R ER
ﬂ}% BOESEREGEY
{BRYRGE I RE T -

BOHEE
J;‘_fi

The average value of liquidity maintenance ratio is calculated based on the

arithmetic mean of the average value of liquidity maintenance ratio for each

calendar month as reported in the HKMA return of liquidity position submitted for

the reporting period.

{b) Core funding ratio

Average value of core funding ratio

=EASRE ZASHE
2018 4 2018 £
6853 H 3A3H
Three months Three months
ended ended

30 June 2018 31 March 2018
114.63% 121.08%

The average value of core funding ratio is calculated based on the arithmetic

mean of the average value of core funding ratio for each calendar month as

reported in the HKMA return of liquidity position submitted for the reporting period.
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BANK OF CHINA LIMITED - HONG KONG BRANCH

HEISRTEY AR —
14. SRITERERE

AR M RE R o B SR 4T
HIBRITER TR -

(a) REARREFFRELR

iy
op
oo v
g
i
)ﬁlﬁ
Hp

SOERTEEER

16

A O TUR B R R
S SRAT R T O
CRATT)) SRR 37

R TR -

* e
T
&

(b) HARfRE TR

FREALEF]

BT

14. Consolidated bank information

This note represents the consolidated bank information for the Bank of China Limited

Group.

(a) Capital and capital adequacy ratio

2018 4F 2017

6 H30H 128318

At 30 June At 31 December

2018 2017

AR¥EHET AREEET

RMB'm RMB'm

Consolidated amount

of shareholders’ funds 1,526,978 1,496,016

Consolidated capital adequacy ratio* 13.78% 14.19%

* The consolidated capital adequacy ratios are calculated under the advanced approaches in

accordance with Capital Rules for Commercial Banks (Provisional) and related regulations.

{b) Other financial information

PEEHRE FEEHE

2018 £ 2017 4

6 H30H 6 530H

Half-year ended Half-year ended

30 June 2018 30 June 2017

AREEET A BHSEHEST

RMB’'m RMB'm
Profit before taxation 141,961 140,378
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BANK OF CHINA LIMITED - HONG KONG BRANCH

BESTRERAT —

BT

14. SRITEEEN (8) 14. Consolidated bank information (continued)

(b) HARAERR (80 (b) Other financial information (continued)

2018 4E Fe 2017 4

6H30H 12H318

At 30 June At 31 December

2018 2017

AREEETT N B ET

RMB'm RMB’m
BN Total assets 20,294,918 19,467,424
BiESE Total liabilities 18,684,257 17,890,745
= EVdi e ek Total loans and advances 11,135,605 10,644,304
B FPFRREEE Total customer deposits 14,352,853 13,657,924

15. HEEIEREA 15. Statement of Compliance

BArTTR4EE 2018 FErhHERf This 2018 Interim Financial Disclosure Statement contains the applicable disclosures
AUy Rs » CaEE st required by the Banking (Disclosure) Rules and the Supervisory Policy Manual: -
WRIAIRTE (W) HlIEE Guideline on the application of the Banking (Disclosure) Rules issued by the Hong
FEHeRERBEGTIRFTE Kong Monetary Authority.

FTM 2 RITHE (B M
HIRERTHES [HYHEK -

P AR A S 3 The information contained in the disclosure statement is not false or misleading in any

JEE e B R » 0 [ UEE material respect, and that the operations of the Branch are clearly explained.

ERFROE 5 TTRIHLE -

S Le Yan
FEIETH Chief Executive

TEIRITRIFTIRAF] ~ 8577
Bank of China Limited - Hong Kong Branch

2018 29 H 18 H
18 September 2018
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