Bank of China Limited — Hong Kong Branch

2018 Annual Financial Disclosure Statement

This is the Annual Financial Disclosure Statement issued by the Branch for the year ended
31 December 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. 5= 1. Income statement
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Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

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

Net loss from disposal of
investment in securities at
fair value through other
comprehensive income

Net gain from disposal of
available-for-sale securities

Total operating income

Net reversal of impairment

allowances

Net operating income

Operating expenses

Profit before taxation

Taxation

Profit for the year

BRE 20184 #E 2017
12 B 31 HibsErE 12 B 31 H IR
For the year For the year
ended ended
fffeE 31 December 31 December
Notes 2018 2017
AT TR
HK$’000 HK$'000
12,748,003 10,933,564
(12,329,011) (8,081,860)
418,992 2,851,704
92,531 104,659
{43,019) (44,839)
49,512 59,820
4 610,961 (1,293,751)
(57,040) N/A
N/A 10,607
1,022,425 1,628,380
2,724 -
1,025,149 1,628,380
5 (108,358) (122,539)
916,791 1,505,841
{153,676) (247,997)
763,115 1,257,844
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2. BEAHESE 2. Balance sheet
2018 £ 72018 &£
12H31H 6 H30H
Misx At 31 December At 30 June
Notes 2018 2018
HETT AT
HK$’000 HK$'000
wE Assets
FERERTT R HoAth S bR Balances with banks and other financial
“heR institutions 6 247,799,191 43,414,338
TESRIT AL A R — 2 Placements with banks and other
I8 B A EHE T E financial institutions maturing
" between one and twelve months 6 114,917,072 174,363,240
IRIT R g Advances to banks and other financial
institutions 6 63,127,561 63,434,564
PAAFEEELA ABRE Y& Financial assets at fair value through
BhERE profit or loss 7 8,721,740 1,265,032
[ccteca = Derivative financial instruments 8 8,600,987 10,162,360
BAEEE Investment in securities 9 67,408,202 71,174,312
TE{HE B o RS AR Prepayment and other receivables 6 840,405 1,018,371
RIS E Deferred tax assets 10,593 32,023
HRELEEE Total assets 511,425,751 364,864,240
5=Ti-4 Liabilities
BEBDATES L AR Deposits and balances from banks and
T SRIT R H M Rt other financial institutions designated
TER RS at fair value through profit or loss 1,001,775 -
DA B 7 SRIT R Deposits and balances from banks and
R T (U R AR other financial institutions at
amortised cost 10 299,355,697 107,325,208
et = Derivative financial instruments 8,576,463 8,763,540
FEBLNTEREE ASE Certificates of deposit in issue
BT EBITE IR designated at fair value through profit
or loss 20,120,893 31,017,354
FLE BN FEECE AR Debt securities in issue designated at
T AT RS fair value through profit or loss 10,570,545 5,350,343
Dlgte st By B arE Certificates of deposit in issue at
g amortised cost 69,584,450 102,715,707
DABEEREU ST B 2 3T Debt securities in issue at amortised
HEE s cost 100,098,251 106,620,618
FE(HEIE R 2 Accruals and other liabilities 10 1,461,482 1,092,729
FEFOESE Current tax liabilities 74 373,060
GRoNE]EREE Head Office account 10 - 1,786,616
e Total liabilities 510,769,630 365,045,175
-2 Equity
i Reserve 656,121 (180,935)
BIEREAEE Total liabilities and equity 511,425,751 364,864,240
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3. BEEBEHEHARKFEA 3.Remuneration of Senior Management and Key Personnel
BV

RIS HIEFENE G &% Remuneration of Senior Management and Key Personnel in 2018 has not yet been
T 2018 EHyEEERAS finalised in accordance with the Group’s remuneration policy. The Branch will disclose
R TN BRIRTRRI e the relevant information in the 2019 Interim Financial Disclosure Statement.

FasErh - BRERIG 2019

FHIE RS TT IR R
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4. DIAFEES{EEFAIE 4. Net gain/(loss) on financial instruments at fair value through
BWZEMT BB profit or loss

7/ (EBH)
BE 2018 & BE 2017 &£
12 H 31 HIEEE 12 B 31 Bib5Fs
For the year ended For the year ended
31 December 31 December
2018 2017
AT AT
HK$°000 HK$'000
HEINEZ BRI (85 Net gain/(loss) arising from trading in
) foreign currencies 410,250 (1,119,576)
HEFHEL SRS Net gain on securities held for trading
PR purpose 197,927 27,416
e HA S BrEEAYE (651 Net (loss)/gain from other trading
S WS activities (4,405) 17,681
HAIERS B BRS Net gain/(loss) from other non-trading
(E518) investments 7,189 (219,272)
610,961 (1,293,751)
5. &8 5. Operating expenses
B=E 20185 HZE 2017 &
12 B 31 Hi-5E 12 A 31 Hib5E
For the year ended For the year ended
31 December 31 December
2018 2017
BT AT
HK$'000 HK$'000
ANEER Staff costs 58,743 63,044
BERRHTY Premises and equipment expenses 16,916 17,272
ek FofER Telephone and communication 12,650 13,310
PREYrE EJiich gl Legal and professional fee 11,266 20,349
HASE T B Other operating expenses 8,783 8,564
108,358 122,539
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6. FHUEIMNEEBRNSE 6. Amount due from overseas offices
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Balances with banks and other
financial institutions, in which:
- due from overseas offices
- due from other banks and
financial institutions

Placements with banks and other
financial institutions maturing

between one and twelve months,

in which:
- due from overseas offices
- due from other banks and

financial institutions

Advances to banks and other
financial institutions®, in which:
- due from overseas offices
- due from other banks and
financial institutions

Prepayment and other receivables,
in which:
- due from overseas offices
- others

72018 £ 72018 4
128318 6 H30H
At 31 December At 30 June
2018 2018
BT BETIT
HK$’000 HK$'000
245,861,000 34,071,383
1,938,191 9,342,955
247,799,191 43,414,338
113,701,280 171,851,156
1,215,792 2,512,084
114,917,072 174,363,240
63,127,561 63,039,318
- 395,246
63,127,561 63,434,564
53,326 -
787,079 1,018,371
840,405 1,018,371
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Amount due from overseas offices (continued)
2018 4 #2018 &£
128318 6 530H
At 31 December At 30 June
2018 2018
AT BT
HK$'000 HK$'000
Amount due from overseas offices:
- Balances with banks and other
financial institutions 245,861,000 34,071,383
- Placements with banks and other
financial institutions maturing
between one and twelve months 113,701,280 171,851,156
- Advances to banks and other
financial institutions 63,127,561 63,039,318
- Prepayment and other
receivables 53,326 -
422,743,167 268,961,857

* As at 31 December 2018, there were no impaired, overdue or rescheduled advances to banks

and other financial institutions (30 June 2018: Nil).

Financial assets at fair value through profit or loss

2018 4 #2018 &
128318 6 H30H
At 31 December At 30 June
2018 2018
AT AETT
HK$'000 HK$°000
Trading securities

- Debt securities 3,933,274 467,974
- Certificates of deposit - 797,058
3,933,274 1,265,032

Financia! assets designated at fair

value through profit or loss

- Debt securities 1,439,362 -
- Certificates of deposit 3,349,104 -
4,788,466 -
8,721,740 1,265,032
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8. Derivative financial instruments

Contract/notional amounts
Exchange rate contracts
Interest rate contracts

Fair value assets
Exchange rate contracts

Interest rate contracts

Fair value liabilities
Exchange rate contracts

Interest rate contracts

7?2018 & #2018 &
12H31H 6 F 30 &
At 31 December At 30 June
2018 2018
BT BEETT
HK$’000 HK$'000
1,220,030,247 774,567,334
19,677,777 17,794,898
1,239,608,024 792,362,232
8,549,300 10,083,856
51,687 78,504
8,600,987 10,162,360
(8,349,155) (8,435,764)
(227,308) (327,776)
(8,576,463) (8,763,540)

There is no effect of valid bilateral netting agreement on the fair values of the

derivative financial instruments.
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Investment in securities

Investment in securities at fair value
through other comprehensive
income
- Debt securities
- Certificates of deposit

Investment in securities at amortised
cost
- Debt securities
- Impairment allowances

2018 4 #2018 4
12831 H 6 H30H
At 31 December At 30 June
2018 2018
BETT AN
HK$’000 HK$'000
28,273,303 31,473,135
34,731,959 33,600,956
63,005,262 65,074,091
4,404,348 6,100,221
(1,408) -
4,402,940 6,100,221
67,408,202 71,174,312
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10. E&RIGINFERNSEE  10. Amount due to overseas offices
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Deposits and balances from banks
and other financial institutions at
amortised cost, in which:

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

institutions

Accruals and other liabilities, in which:

- due to overseas offices

- others

Amount due to overseas offices:

- Deposits and balances from
banks and other financial
institutions at amortised cost

- Accruals and other liabilities

- Head Office account

72018 4 2018 &
128318 6 H30H
At 31 December At 30 June
2018 2018
BT BETT
HK$'000 HK$'000
204,864,041 61,324,223
94,491,656 46,000,985
299,355,697 107,325,208
2,203 1,987
1,459,279 1,090,742
1,461,482 1,092,729
204,864,041 61,324,223
2,203 1,987

- 1,786,616
204,866,244 63,112,826
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11. Currency concentrations

TRV E SR E
WOMEERE - HIMEUSEETR
BETAINENESHZ T1BE
EINERTE ) BT -

e Spot assets
MEAM Spot liabilities
A Forward
purchases
BT Forward sales
HIHEE$5 Netoptions
position

(%) ./ f&8% Net (short)fiong

SR position

IBEEE Spot assets
BEEMN Spot liabilities
JELUI= N Forward
purchases
jEtUE b Forward sales
HiER S5 Net options

position

(%) 42 Net (short)/long

b position

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.

N20184E12831 8
At 31 December 2018

AWERTEN
Equivalent in million of HK$

mak HtdMg s

E=yin HE BT ot New Other Total

US Japanese Australian Pound ARR BREE Taiwan foreign foreign
Dollars Yen Doliars Sterling Renminbi Euro Dollar currencies currencies
220,510 50 739 - 240,065 21,420 - 1,633 484,417
{368,523) - (735) - (54,473) {9,760) - - (433,491)
682,465 661 343 6,654 439,095 13,571 349 13,378 1,156,516
(537,803) (691) (344) {6,653) (619,598)  (25,200) (569) (14,934) (1,205,792)
(422) - - - 427 - - 1 6
{(3,773) 20 3 1 5,516 31 {220) 78 1,656

201846 F 30 H
At 30 June 2018
RIS CEE
Equivalent in miliion of HK$

ot HdhE Rtk

HEIT H T BERF New Other Total

US Japanese Australian Pound NG jErers Taiwan foreign foreign
Dollars Yen Dollars Sterling Renminbi Euro Dollar  currencies  currencies
251,495 112 969 6 38,682 28,212 - - 319,476
(204,237) - (966) - (68322)  (15,691) - - (289,216)
354,234 8,243 703 4,696 337,860 24,867 - 4,073 734,776
(405,602) (8,314) (703) (4,701) (302,330)  (37.059) (341) (4,070)  (763,120)

1,193 - - - (1,190) - - - 3

(2,917) 41 3 1 4,700 429 (341) 3 1,919




BANK OF CHINA LIMITED - HONG KONG BRANCH

FESRTROERAT — FEAT

12. BipEERE 12. International claims
BRI % #HEEE T RE Claims on individual countries/regions, after risk transfer, amounting to 10% or more of
RHEEGEHBEREEE the aggregate international claims are shown as follows:

10% Ll L2 i T

H20184E12831 8
At 31 December 2018

FESRITRAAMSES
Non-bank private sector
FESRTT
SR k2
BT Non-bank FAARS
$RT Official financial  Non-financial =t
Banks sector institutions  private sector Total
EBYEET HEEET BAEEET HEEEET EEEET
HK$'m HK$’'m HK$'m HK$'m HK$'m
B HE, Mainland of China 487,261 - 1,702 5,450 494,413
720186 B 30 H
At 30 June 2018
FESRATRLAIEES
Non-bank private sector
FEERTT
GRUEHE FE&R
B RS Non-bank TABEE
$RET Official financial Non-financial s
Banks sector institutions private sector Total
BREET BEEET BREET BEEET BEEET
HK$'m HK$'m HK$'m HKS$'m HK$'m
EIAHE Mainland of China 324,272 - 3,112 6,147 333,531

- 10 -
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13. JESRITEYRHEERZA  13. Non-bank Mainland exposures
&

H2018&E12H M B
At 31 December 2018

SERHE FREAMHERN REAHESIS)
HE IR R B R
tems in On-balance Off-balance e
the HKMA sheet sheet Total
return exposure exposure exposure
ETIT AT BT
HK$’000 HK$’000 HK$'000
HREUN ~ TREUNER Central government, central
AR - BB AE R government-owned entities
EHbHE and their subsidiaries and
joint ventures 1 6,190,582 - 6,190,582
HREUA - #OREUREIE Local governments, local
BB - HINBAE R government-owned entities
EEEE and their subsidiaries and
joint ventures 2 1,427,142 - 1,427,142
HEE AN E RS PRC nationals residing in
BN EE AR © L Mainland or other entities
BABIRESHERSE incorporated in Mainland and
their subsidiaries and joint
ventures 3 376,029 - 376,029
FEIET RIS —-TE Other entities of central
B IR government not reported in
item 1 above 4 36,016 - 36,016
TEfEF Ll IER Other entities of local
FURF AR A s governments not reported in
item 2 above 5 - - -
R IEINE R BRI PRC nationals residing outside
SRS » RS Mainland or entities
NEHE incorporated outside
Mainland where the credit is
granted for use in Mainland 6 - - -
HirE BT REE Other counterparties where the
W BIERTTAIPE exposures are considered to
R R i be non-bank Mainland
exposures 7 - - -
aeEt Total 8 8,029,769 - 8,029,769
HIRCEH SR EEEE Total assets after provision 9 512,025,217
HEREERANIEE RS On-balance sheet exposures as
(E YRR E Sk percentage of total assets 10 1.57%

-11 -
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13. Non-bank Mainland exposures (continued)

220186 H30H

At 30 June 2018

ERHRE HEAHRER  AEEERN
HEH HIB s R i BYERR R
ltems in On-balance Off-balance Ballrayred
the HKMA sheet sheet Total
return exposure exposure exposure
AT T AT AT
HK$'000 HK$'000 HK$'000
Central government, central
government-owned entities
and their subsidiaries and
joint ventures 1 6,654,703 - 6,654,703
Local governments, local
government-owned entities
and their subsidiaries and
joint ventures 2 1,807,316 - 1,907,316
PRC nationals residing in
Mainland or other entities
incorporated in Mainland and
their subsidiaries and joint
ventures 3 937,540 - 937,540
Other entities of central
government not reported in
item 1 above 4 35,866 - 35,866
Other entities of local
governments not reported in
item 2 above 5 277,997 - 277,997
PRC nationals residing outside
Mainland or entities
incorporated outside
Mainland where the credit is
granted for use in Mainland 6 - - -
Other counterparties where the
exposures are considered to
be non-bank Mainland
exposures 7 - - -
Total 8 9,813,422 - 9,813,422
Total assets after provision 9 365,606,707
On-balance sheet exposures as
percentage of total assets 10 2.68%

- 12 -
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14. Liquidity information

(a) Liquidity maintenance ratio

Average value of liquidity

maintenance ratio

ZERAEHEE HB&HZE EE 2017 &
2018 4¢ 2018 £ 128531 H
12A831H 9H30H IREERE
Three months  Three months For the year
ended ended ended

31 December 30 September 31 December
2018 2018 2017
9,664.42% 8,798.92% 14,569.75%

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

ZEAGHEE

2018 £
128318

Three months

ended

ZHASREE
2018 £
9H30H
Three months
ended

31 December 2018 30 September 2018

Average value of core funding ratio

112.23%

117.34%

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.

Seeking at all times to balance safety, liquidity, and profitability, and following Head

Office and regulatory requirements, the Branch developed an improved liquidity risk

management system and upgraded its

liquidity management function

in a

forward-looking and scientific manner. The Branch formulated sound liquidity risk

management policies and contingency plans. It also strengthened management on

high-quality liquidity assets, such as high-grade bonds investments, to balance risk

and return. The Branch continued to improve its liquidity stress-testing scheme and

conducted stress tests on a quarterly basis.

-13-
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15. $RIT&EEEE 15. Consolidated bank information
A ¥ 5 8t o B ST
HYERITERE A -

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

(a) WARAARTRLER

(a) Capital and capital adequacy ratio

72018 ££ #2018 &
128318 6 530H
At 31 December At 30 June
2018 2018
AREEET ARBEET
RMB'm RMB'm
HolREES Consolidated amount
of shareholders’ funds 1,612,980 1,526,978
HEEEARBEEE Consolidated capital adequacy ratio* 14.97% 13.78%

SFERATTRIERERE (1
FORTTEAEHME (BT
EARMRE MR RIS R

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

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

{b) HArRrg TR (b) Other financial information
BE2018 4 HE 2017 &
12 B 31 HIE4EE 12 B 31 HibEE
For the year ended  For the year ended
31 December 31 December
2018 2017
AREEERT AREEET
RMB'm RMB'm
PR ETEF] Profit before taxation 229,643 222,903
#2018 4 #2018 &£
128318 6 530H
At 31 December At 30 June
2018 2018
AR¥EET ANREHEET
RMB'm RMB’'m
ERELRTE Total assets 21,267,275 20,294,918
B Total liabilities 19,541,878 18,684,257
= EIOdirE e Total loans and advances 11,515,764 11,135,605
g =Re e Total customer deposits 14,883,596 14,352,853

- 14 -
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16. FHEEIEREA 16. Statement of Compliance

KOTTH 4% 2018 FEEEE This 2018 Annual Financial Disclosure Statement contains the applicable disclosures
BB > CEEREST required by the Banking (Disclosure) Rules and the Supervisory Policy Manual: -
WFEATSRITEE (HHEE) HAIR Guideline on the application of the Banking (Disclosure) Rules issued by the Hong
EESRMEBEHIEEER Kong Monetary Authority.

RFMZIRTTEE (388) HBY

HIMER 5T (A -

LI B BT (T TS B3 The information contained in the disclosure statement is not false or misleading in any
JEE AR I HER material respect, and that the operations of the Branch are clearly explained.
FRFRAR S THESE -

L3712 Le Yan
Rkl i Chief Executive

TR TR FIRLE] — BT
Bank of China Limited - Hong Kong Branch

2019 4 F 4 H
4 April 2019
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