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BOCI ASIA LIMITED
FERERENERA T

CONDENSED CONSOLIDATED INCOME STATEMENT
FOR THE SIX MONTHSENDED 30 JUNE 2018

Note
Revenue 4a
Trading gain, net 4b

Other income

Total income

Commission and clearing expenses

Staff costs

Operating lease rental in respect of leased pramise
Depreciation

Information technology and communications expenses

Management fees to related companies
Other operating expenses

Finance costs

Profit before taxation

Income tax expense 5
Profit after taxation for the period

Profit attributable to:
Equity holders of the Company

Unaudited
Six months ended
30 June
2018 2017
HK$ HK$

1,720,377,159
97,149,606

101,282,432

1,294,549,660
577,360,767

112,942,390

1,918,809,197

(421,221,782)
(206,585,494)
(30,023,682)
(7,130)
(64,257,830)
(301,064,186)
(85,022,699)

1,984,852,817

(336,664,460)
(213,094,206)
(31,157,938)
(30,060)
(60,460,200)
(256,962,648)
(49,149,526)

(1,108,182,803)

(947,519,038)

674,699,641

(66,789,073)

979,900,526

(118,894,171)

607,910,568

861,006,355

607,910,568

861,006,355




BOCI ASIA LIMITED
FERERENERA T

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE SIX MONTHSENDED 30 JUNE 2018

Unaudited
Six months ended 30 June

2018 2017
HK$ HK$
Profit after taxation for the period 607,910,568 861,006,355
Total comprehensive income for the period 607,910,568 861,006,355
Attributable to:
Equity holders of the Company 607,910,568 861,006,355




BOCI ASIA LIMITED
FEREPRTENERA T

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AT 30 JUNE 2018

Note
NON-CURRENT ASSETS
Plant and equipme 6
Intangible asset:
Available-for-sale financial asse 7
Financial assets at fair value through ot
comprehensive incor 8
Statutory deposits and other as
Deferred income tax ass
Total nor-current asse
CURRENT ASSETS
Financial assets at fair value through profit @&« 9
Held-to-maturity financial as:ts 1C
Debt instruments at amortised ¢ 11
Derivative financial instrumer 12
Loans and receivable 13
Amounts due from the immediate holding comg 16
Amounts due from fellow subsidiar 15
Amounts due from a related comp. 1€
Cash and balances with ba 14
Taxation recoverab
Total current asse
CURRENT LIABILITIES
Bank loans and other borrowir-unsecure
Subordinated loans from the immediate holding camg 16
Amounts due to thimmediate holding compan 16
Amounts due to fellow subsidiar 15
Amounts due to a related comp. 1€
Accounts and other payab 17
Deposits from custome 18
Derivative financial instrumer 12
Financial liabilities at fair value through prodt los: 19

Taxation payab

Total current liabilitie

NET CURRENT ASSETS

TOTAL ASSETSLESSCURRENT LIABILITIES

Unaudited Auditec

30 June 31 Decembe

2018 2017

HK$ HK$
3,56t 10,69¢
49,715,21 49715,21¢
- 355,00(
354,93 -
212,237,910 109,818,82
1,184,534 1,127,52:
263,496,159 161,027,27
2,567,705,20 1,770,809,60
- 149,665,07
149,657,96 -
205,425,57 377,988,72
28,105487,97: 25,484,572 5€

1,922,720,84 1,282,332,331
2,354,16! -
43,452,052 31,570,33
8,713,841,45 8,398,565,43
- 4,897,80!

41,710,645,21¢

1,800,491,28
2,500,000,00
11,148,296,5C
1,741,68!
5,917,590
7,297,7:5,997
9,260,509,28C
320,375,16
26,323,415
195,049,98

37,500,401,8¢

2,500,000,00
9,946,729,14
2,249,93.
5,991,701
7,895,275,27
7,824,397,62
541,060,99
19,100,25
116,293,094

32,556,450,90¢

28,851,098,01¢

9,417,690,47

8,810,331,139




BOCI ASIA LIMITED
FERERENERA T

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)
AT 30 JUNE 2018

Unaudited Auditec
30 June 31 Decembe
2018 2017
Note HK$ HK$

TOTAL ASSETSLESS CURRENT LIABILITIES 9,417,690,473 8,810,331,139
NON-CURRENT LIABILITIES

Accounts and other payables 17 41,567,753 41,587,7
Total non-current liabilities 41,567,753 41,56B75
Net assets 9,376,122,720  8,768,763,386
EQUITY
Capital and reserves attributable to the Company’s

equity holders

Share capital 20 2,000,000,000 2,000,000,000

Reserve for fair value change of availablegate

financial assets - 15,000

Reserve for fair value change of financial asaetair

value through other comprehensive income 15,000

Retained earnings 7,376,107,720 6,768,748,386
Total equity 9,376,122,720 8,768,763,386




BOCI ASIA LIMITED
FERERENERA T

CONDENSED CONSOLIDATED STATEMENT OF CHANGESIN EQUITY

FOR THE SIX MONTHSENDED 30 JUNE 2018

Unaudited

Reserve for fair

value change of
available-forsale

Share capital  financial assets

HK$

Balance at 1 January 2018

under HKAS 39 2,000,000,000 15,000
On adoption of HKFRS 9 - (15,000)
Balance at 1 January 2018

under HKFRS 9 2,000,000,000 -
Comprehensive income

for the period - -
Balance at 30 June 2018 2,000,000,000 -
Balance at 1 January 2017  2,000,000,000 15,000
Comprehensive income

for the period - -
Balance at 30 June 2017 2,000,000,000 15,000

Reserve for fair

value change of
financial assets at
fair value through

other
comprehensive Retained
income earnings Total
HK$ HK$ HK$
- 6,768,748,386 8,768,763,386
15,000 (551,234) (551,234)
15,000 6,768,197,152 8,768,212,152
- 607,910,568 607,910,568
15,000 7,376,107,720 9,376,122,720

5,503,489,323 7,503,504,323

861,006,355 861,006,355

6,364,495,678 8,364,510,678




BOCI ASIA LIMITED
FERERENERA T

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOW

FOR THE SIX MONTHS ENDED 30 JUNE 2018

Net cash outflow from operating activities

Net cash inflow from investing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 30 June

Analysis of balance of cash and cash equivalents

Bank and cash balance with original maturity within
three months

Unaudited
Six months ended
30 June
2018 2017
HK$ HK$

(622,58) (1,319,885,652)

578,784 366,247

(622920 (1,319,519,405)

7,414,541,705  6,420,003,112

6,792,521,60%,100,483,707

6,792,521,608 5,100,483,707




2.1

BOCI ASIALIMITED

EREBR S A R F]

NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS

Basis of preparation

The unaudited interim report of BOCI Asia Limiteddaits subsidiaries (“the Group”) is prepared
in accordance with Hong Kong Accounting StandaidKAS") 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified RaBiccountants (“HKICPA”).

Accounting policies

The accounting policies and methods of computatised in the preparation of the unaudited
interim report are consistent with those used & @roup’s consolidated financial statements for
the year ended 31 December 2017, except for thegelsain accounting policies described in note
2.1 and should be read in conjunction with the @i®mgonsolidated financial statements for 2017.

Changesin accounting policies and disclosures

In this unaudited interim report, the Group applid&FRS 9, effective for annual periods
beginning on or after 1 January 2018, for the firat.

HKFRS 9 Financial Instruments

HKFRS 9 replaces HKAS 39 for annual periods onfeteral January 2018. The Group has not
restated comparative information for 2017 for ficiah instruments in the scope of HKFRS 9.
Therefore, the comparative information for 2017eisorted under HKAS 39 and is not comparable
to the information presented for 2018. Differenegising from the adoption of HKFRS 9 have
been recognised directly in retained earnings dsJainuary 2018 and are disclosed in Note 2.2.

(a) Changes to classification and measurement

To determine their classification and measurematagory, HKFRS 9 requires all financial assets,
except equity instruments and derivatives, to ls=ssed based on a combination of the Group’s
business model for managing the assets and thranmstts’ contractual cash flow characteristics.

The HKAS 39 measurement categories of financiaktas¢fair value through profit or loss
("FVPL"), available-for-sale (“AFS”), held-to-matily and loans and receivables) have been
replaced by:

+ Debt instruments at amortised cost

« Debt instruments at fair value through other comensive income (“FVOCI”), with gains or
losses recycled to profit or loss on derecognition

« Equity instruments at FVOCI, with no recycling ogigs or losses to profit or loss on
derecognition

+ Financial assets at FVPL

The accounting for financial liabilities remaingdaly the same as it was under HKAS 39, except
for the treatment of gains or losses arising from Group’s own credit risk relating to financial
liabilities designated at FVPL. Such movementspaiesented in consolidated other comprehensive
income with no subsequent reclassification to thresolidated income statement.

The accounting for derivatives embedded in findd@ailities and in non-financial host contracts
has not changed.



2.1

BOCI ASIA LIMITED
FERERENERA T

NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS

Changesin accounting policies and disclosur es (continued)

HKFERS 9 Financial Instruments (continued)

(a) Changes to classification and measurementifeead)

From 1 January 2018, the Group only measures cashbalances with banks, loans and

receivables, debt instruments at amortised costodinelr assets at amortised cost if both of the
following conditions are met:

- The financial asset is held within a business medti the objective to hold financial assets in

order to collect contractual cash flows
- The contractual terms of the financial asset gise on specified dates to cash flows that are
solely payments of principal and interest (“SPRIf)the principal amount outstanding.

Business model assessment

The Group determines its business model at thd thae best reflects how it manages groups of
financial assets to achieve its business objective.

The Group's business model is not assessed orstnment-by-instrument basis, but at a higher
level of aggregated portfolios and is based onmbddée factors such as:
« How the performance of the business model anditfadial assets held within that business

model are evaluated and reported to the Group'sriamagement personnel

+ The risks that affect the performance of the bissmaodel (and the financial assets held within
that business model) and, in particular, the wagelrisks are managed

« How managers of the business are compensatedxdaorge, whether the compensation is based
on the fair value of the assets managed or ondhe&actual cash flows collected)

« The expected frequency, value and timing of satesasso important aspects of the Group’s
assessment

The business model assessment is based on reasenalelcted scenarios without taking ‘worst
case' or 'stress case’ scenarios into accounash dows after initial recognition are realisedain
way that is different from the Group's original egfations, the Group does not change the
classification of the remaining financial assetklhie that business model, but incorporates such
information when assessing newly originated or gegadrchased financial assets going forward.

The SPPI test

As a second step of its classification processGhmup assesses the contractual terms to identify
whether they meet the SPPI test.

“Principal” for the purpose of this test is definad the fair value of the financial asset at ihitia
recognition and may change over the life of thariitial asset (for example, if there are repayments
of principal or amortization of the premium/disctjun



2.1

BOCI ASIA LIMITED
FERERENERA T

NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS

Changesin accounting policies and disclosur es (continued)

HKFERS 9 Financial Instruments (continued)

(a) Changes to classification and measurementifeead)

The SPPI test (continued)

The most significant elements of interest withinlending arrangement are typically the
consideration for the time value of money and ¢resk. To make the SPPI assessment, the Group
applies judgement and considers relevant factans as the currency in which the financial asset is
denominated, and the period for which the interatst is set.

In contrast, contractual terms that introduce aentban de minimis exposure to risks or volatility
in the contractual cash flows that are unrelated tmsic lending arrangement do not give rise to
contractual cash flows that are solely paymentgrioicipal and interest on the amount outstanding.
In such cases, the financial asset is require@ tméasured at FVPL.

(b) Changes to the impairment calculation

HKFRS 9 requires an impairment on debt instrumeeterded at amortised cost or at fair value
through other comprehensive income, lease reca&salilan commitments and financial guarantee
contracts that are not accounted for at fair vahreugh profit or loss under HKFRS 9, to be

recorded based on an expected credit loss (“ECLSYeh either on a twelve-month basis or a
lifetime basis. ECL will be assessed using an apgravhich classifies these financial assets into
three stages, each of which is associated with@nrfequirement that is reflective of the assessed
credit risk profile in each instance.

- A financial asset is classified under Stage 1 if/éts not credit-impaired upon origination and
there has not been a significant increase in igglitmrisk since inception. A provision for
twelve-month ECL is required.

- A financial asset is classified under Stage 2\fas not credit-impaired upon origination but has
since suffered a significant increase in credk. s provision for life-time ECL is required.

- A financial asset which has been credit-impairethwbjective evidence of default is classified
under Stage 3. The assessed ECL is expected todiemnged from the existing individual
allowances taken for such assets.



BOCI ASIA LIMITED
FERERENERA T

NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS

2.2 Transition disclosures

The following tables set out the impact of adoptiHFRS 9 on the consolidated statement of
financial position, and retained earnings includihg effect of replacing HKAS 39's incurred loss
calculations with HKFRS 9's ECLs.

A reconciliation between the carrying amounts und&AS 39 to the balances reported under
HKFRS 9 as of 1 January 2018 is as follows:

HK$ Ref Category

Financial assets

Cash and balances with banks

Financial assets at fair value through
profit or loss

Derivative financial instruments

Amounts due from the immediate
holding company

Amounts due from a related company

Loans and receivables

HKAS 39

L&R'  8,398,565,436
FvPL®

Re-
Amount

1,770,809,600 -

FvPL 377,988,729 -
L&R 1,282,332,331 -

L&R 31,570,338 -
L&R 25,484,572,569 -

classification measurement

HKFRS9

Re-

Amount Category

(103,247) 8,398,462,189 AC?
- 1,770,809,600 FVPL

377,988,729 FVPL
1,282,332,331 AC

- 31,570,338 AC
(550,311) 25,484,022,258 AC

Available-for-sale financial assets AES 355,000 (355,000) - -

To: Financial assets at fair value A (355,000)

through other comprehensive income

Financial assets at fair value through - 355,000 (42) 354,958 FVOCP
other comprehensive income

From: Available-for-sale financial A 355,000

assets

Held-to-maturity financial assets H*M 149,665,079 (149,665,079) - -

To: Debt instruments at amortised cost B (149,665,079)

Debt instruments at amortised cost - 149,665,079 (12,898) 149,652,181 AC

From: Held-to-maturity financial B 149,665,079

assets

Other assets
Non-financial assets
Tax recoverable
Deferred tax assets

Total assets

L&R 159,544,742 -

4,897,800 -
1,127,528 -

37,661,429,152 -

- 159,544,742 AC

- 4,897,800
115,264 1,242,792

(551,234) 37,660,877,918

-10 -



BOCI ASIA LIMITED
FERERENERA T

NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS

2.2 Transition disclosures (continued)

HKAS 39 HKFRS9
Re- Re-

HK$ Ref Category  Amount classification measurement Amount Category
Financial liabilities
Deposits from customers AC 7,824,397,622 - - 7,824,397,622 AC
Subordinated loans from the immedi AC 2,500,000,000 - - 2,500,000,000 AC
holding company
Amounts due to the immediate holding AC 9,946,729,148 - - 9,946,729,148 AC

company
Amounts due to fellow subsidiaries AC 2,249,932 - - 2,249,932 AC
Amounts due to a related company AC 5,991,700 - - 5,991,700 AC
Financial liabilities at fair value FVPL 19,100,250 - - 19,100,250 FVPL

through profit or loss
Derivative financial instruments FVPL 541,060,990 - - 541,060,990 FVPL
Accounts and other payables AC 7,936,843,030 - - 7,936,843,030 AC
Non-financial assets
Tax payable AC 116,293,094 - - 116,293,094 AC
Total liabilities 28,892,665, 766 - - 28,892,665,766

!L&R: Loans and receivables

2AC: Amortised cost

3FVPL: Fair value through profit and loss

“AFS: Available-for-sale

SFVOCI: Fair value through other comprehensive ineom
®HTM'’ Held-to-maturity

A As of 1 January 2018, the Group assessed it&@itguportfolio which had previously been classifias available-for-sale
financial assets. The Group concluded that, thesteliments are managed within a business modalliecting contractual
cash flows and selling the financial assets. Adowilgl, the Group has classified these investmestinancial assets at fair
value through other comprehensive income.

B As of 1 January 2018, the Group did not have anyt diestruments that did not meet the SPPI criterdthin its
held-to-maturity portfolio. Therefore, it electaldlassify all of these instruments as debt insémits measured at amortised
cost.

-11 -



2.2

BOCI ASIA LIMITED
FERERENERA T

NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS
Transition disclosures (continued)
The impact of transition to HKFRS 9 on reserves r@tdined earnings is, as follows:

Reserves and

HK$ retained earnings
Retained earnings

Closing balance under HKAS 39 (31 December 2017) ,768748,386
Re-measurement adjustments in relation to adoptiKigRS 9 (666,498)
Deferred tax in relation to the above 115,264
Opening balance under HKFRS 9 (1 January 2018) 686197,152
Total change in equity due to adopting HKFRS 9 (551,234)

The following table reconciles the aggregate opgligs provision allowances under HKAS 39 to the

ECL allowances under HKFRS 9.

Loss provision

under ECL under
HKAS 39 at HKFRS 9 at
31 December Re- 1 January
2017 measurement 2018
HK$
Impairment allowance for:
Loans and receivables 43,481,966 550,311 44,032,277

Available-for-sale financial assets per HKAS 39/

financial assets at fair value through other

comprehensive income under HKFRS 9 - 42 42
Held-to-maturity financial assets per HKAS 39/

debt instruments at amortised cost under

HKFRS 9 - 12,898 12,898
Cash and balances with banks - 103,247 103,247
43,481,966 666,498 44,148,464

-12 -



BOCI ASIA LIMITED
FERERENERA T

NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS

Segment information

The operating business of BOC International Holdibhgmited (“the BOCI Group”), the Group’s
immediate holding company, are organized and mahagparately according to the nature of the
products and services provided, with each segmeprting a strategic business unit that offers
different products. The Group’s operating businesgment and structure follow that of the BOCI
Group.

Business segments have been used as a primantimgpformat and no geographical segment
analysis is presented as most of the Group’s niajesmess activities and assets are conducted in
Hong Kong.

The main business segments of the Group are asvill

Investment banking » Provides a wide range of securities originatiorvises for issue
clients, including underwriting and placement ofblu anc
private equity, debt and related securities.

« Advises clients on mergers, acquisitions and resirings.

Brokerage & wealth « Provides brokerage, and margin financing servicedovidual
management and institutional clients.
Private banking * Provides a range of services for high net-wortlviddal

clients and corporate clients.

Fixed income & equity market Facilitates client transactions and makes marketsecurities,
derivatives, currencies, commodities and other niom
instruments to satisfy client demands.

« Engages in principal and in proprietary tradingwatits.

Leveraged & structured finance

Provides structured financing and financial adwiss®rvices.

Treasury and others * Provides central treasury services on behalf oli@ro
companies.

-13 -



BOCI ASIA LIMITED
FERERENERA T

NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS
3 Segment information (continued)

The Group’s segment results for six months endedud@ 2018 are as follows:

Unaudited
Fixed Leveraged
Brokerage & income and &
Investments wealth Private equity structured Treasury
banking management banking market finance  and others Elimination Total

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

Six months ended 30 June

2018

Total income — external 84,283 1,415,520 177,781 189,269 9,168 42,788 - 1,918,809
Total income —

inter-segment - - 10,547 - - 30,366 (40,913) -
Commission and clearing

expense (389) (395,621) (8,032) (16,830) 3) (347) - (421,222)
Depreciation - (7) - - - - - )
Other operating expenses (68,381) (205,129) (74,750)  (39,832) (3,075) 5,278 - (385,889)
Finance costs — external - (3,513) (9,707) (2,185) (4) (120,518) - (135,927)
Finance costs —

inter-segment - - (30,370) - 4 (10,547) 40,913 -
Segment results 15,513 811,250 65,469 130,422 6,090 (52,980) - 975,764
Unallocated cost (301,064)
Operating profits 674,700
Six months ended 30 June

2017
Total income — external 105,370 1,506,446 172,839 140,913 37,775 21,510 - 1,984,853
Total income —

inter-segment - - 10,673 - - 21,912 (32,585) -
Commission and clearing

expense (25)  (321,688) (4,246) (10,413) 2 (290) - (336,664)
Depreciation - (30) - - - - - (30)
Other operating expenses (71,902) (170,782) (62,323) (56,671) (5,087) 12,903 - (353,862)
Finance costs — external - (1,930) (9,896) (944) - (44,663) - (57,433)
Finance costs —

inter-segment - - (21,912) - - (10,673) 32,585 -
Segment results 33,443 1,012,016 85,135 72,885 32,686 699 - 1,236,864
Unallocated cost (256,963)

Operating profits 979,901

-14 -



BOCI ASIA LIMITED
FERERENERA T

NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS

Revenue and trading gain, net

(&) Revenue

Brokerage commissit

Underwriting and placement commiss

Corporate finance and loan syndication

Interest income from bank deposits and loar
customer

Dividend income from listed equities held for tnag

(b) Trading gain, net

Net realised/unrealised gain/(loss) on financiakts
and financial liabilitie

- Equity securitie

- Debt securitie

- Derivative financial instrumer

-15 -

Unauditel
Six month ende
30 Juni

2018 2017

HK$ HK$
870,768,042 610,965,381
202,335,841 140,133,594
67,305,248 128,195,780
550,549,94 373,015,771
29,418,054 42,239,134

1,720,377,15 1,294,549,66

2018 2017

HK$ HK$

(134,673,128 623,817,19

42.482,59 78,685,09
189,340,14 (125,141,515
97,149,60 577,360,767




BOCI ASIA LIMITED
FERERENERA T

NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS
Income tax expense
Hong Kong profits tax has been provided at the cdt&6.5% (first half of 2017: 16.5%) on the

estimated assessable profit for the first halftef years. The amount of taxation charged to the
condensed consolidated income statement represents:

Unaudite:
Six months ende
30 Jun
2018 2017
HK$ HK$
Current income tax:
- Hong Kong profits tax 65,501,225 118,135,929
- Overseas taxation 1,229,591 629,702
Deferred income tax credit 58,257 128,540

66,789,073 118,894,171

Plant and equipment

During the six months ended 30 June 2018, the Gdadipot spend (first half of 2017: Nil) on the
acquisitions of plant and equipment.

Available-for-salefinancial assets

Unaudited Audited
At 30 June At 31 December
2018 2017
HK$ HK$
Non-current assets, at fair value
- Club debentures, unlisted - 355,000

Financial assetsat fair value through other comprehensive income

Unaudited Audited
At 30 June At 31 December
2018 2017
HK$ HK$
Non-current assets, at fair value
- Club debentures, unlisted 355,000 -
Less: Allowance for impairment losses (68) -
354,932 -

-16 -



BOCI ASIA LIMITED
FERERENERA T

NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS

9 Financial assetsat fair value through profit or loss
Unaudited Audited
At 30 June At 31 December
2018 2017
HK$ HK$
Trading securities, at fair value
- Equity securities, listed in Hong Kong 2,567, A1 1,770,809,600
10 Hed-to-maturity financial assets
Unauditer Auditec
At 30 June At 31 December
201¢ 2017
HK$ HK$
Hong Kong Exchange Fund Bills, unlisted - 149,665,07
Analysed by type of issuers as follows:
- 149,665,07

Sovereigns

=17 -



BOCI ASIA LIMITED
FERERENERA T

NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS

11 Debt instruments at amortised cost

Unauditer Auditec

At 30 June At 31 December
201¢ 2017
HK$ HK$
Hong Kong Exchange Fund Bills, unlisted 149,666,57 -
Less: Allowance for impairment losses (8,609 -
149,657,96 -

Analysed by type of issuers as follows:

Sovereigns 149,666,57 -
Less: Allowance for impairment losses (8,609 -
149,657,96 -

12 Derivativefinancial instruments
The Group enters into the following equity and fgneexchange derivative financial instruments for

trading and risk management purposes. The typdsrofatives utilised by the Group are shown in
the following table:

Derivatives Description

Forwards and These instruments are contractual obligations tg bu sell financial

futures instruments or commodities on a future date atexifipd price. Forward
contracts are tailor-made agreements that are actets between
counterparties in the over-the-counter (OTC) markéiereas futures are
standardised contracts transacted on regulatecegek.

Options Options are contractual agreements undahwtypically, the seller (writer)
grants the purchaser the right, but not the ohbigateither to buy (call
option) or to sell (put option) by or at a set datespecified quantity of a
financial instrument or commodity at a predeterrdipeice. The purchaser
pays a premium to the seller for this right. Ompsioinvolving more
complex payment structures are also transactedtiof@pmay be traded
OTC or on a regulated exchange, and may be tradgxdiform of a security
(warrant).

Swaps These are transactions in which two pasiahange cash flows on a
specified notional amount for a predetermined merioMost swaps are
traded OTC. The major types of swap transactiomdedaken by the
Group are interest rate swaps, credit default s\wagsequity swaps.

-18 -
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NOTESTO CONDENSED INTERIM FINANCIAL STATEMENTS
Derivative financial instruments (continued)

The contract/notional amounts and fair values oivdéve financial instruments held by the Group
are set out in the following tables. The contraatibmal amounts of these instruments indicate the
volume of transactions outstanding at the balaheetsdates and certain of them provide a basis for
comparison with fair value instruments recognisedttie condensed consolidated statement of
financial position. However, they do not necedgdridicate the amounts of future cash flows
involved or the current fair values of the instrumseand, therefore, do not indicate the Group’s
exposure to credit or market risks. The derivafimancial instruments become favourable (assets)
or unfavourable (liabilities) as a result of fluations in market interest rates or foreign exchange
rates relative to their terms. The aggregate falines of derivative financial instruments assets an
liabilities can fluctuate significantly from time time.

Unaudite!
At 30 June201¢
Notiona
amoun Asset: Liabilities
HK$'000 HK$ HK$
Exchange rate contra 3,506,16. 6,447,291 15,438,975
Equity contract 14,904,82 196,930,658 302,888,571
Interest rate contrau 80,00( 2,047,622 2,047,622
205,425,57 320,375,16
Auditec
At 31 Decembe2017
Notiona
amoun Asset: Liabilities
HK$'000 HK$ HK$
Exchange rate contra 2,369,17 8,119,66. 3,558,09.
Equity contract 18,579,16 368,685,76 536,319,59
Interest rate contrac 80,00( 1,183,29: 1,183,29

377,988,72 541,060,99
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L oans and receivables

Unaudited Audited

At 30 June At 31 December
2018 2017
HK$ HK$
Accounts receivable from dealing in secur 6,938,760,06 7,387,331,57
Loans to custolers 20,945,600,87¢ 17,949,818,4¢
Fees and commission receive 115,167,067 66,934,20
Deposits, prepayments and other receivi 150,039,675 123,970,28

Grost
Impairment allowance (uier HKAS 39

28,149,567,642

25,528,054,5¢<

- loans to custome - (1,776,997

- fees and commission receive - (41,704,96¢
Impairment allowance (stage 1 under HKFR

- loans to custome (5,072 -

- fees and commission receive (472,282 -
Impairment allovance (stage 3 under HKFRS

- loans to custome (1,784,37¢ -

- fees and commission receive (41,817,93¢ -

28,105,487,97 25,484,572,5€

Loans to customers, which include receivables froargin clients of approximately HK$16,437
million (end of 2017: approximately HK$13,768 nult), were secured by listed securities and a
cash deposit. The Group is permitted to sell gleelge such collateral.

The receivables have excluded the brokerage dfremties maintained in the trust accounts with
Hong Kong Futures Exchange Clearing Corporationiteidhand the Stock Exchange Options

14

Clearing House.

Cash and balanceswith banks

Unaudited Audited
At 30 June At 31 December
2018 2017
HK$ HK$
Cash at bank and in he 2,204,391,47¢ 2,794,961,24
Shor-term bank deposiand placemen
— with original maturity within three mont 4,319,824,55 4,502,193,08
— with original maturity over three mont 1,791,001,33 432012,99:
Placements with ban
- with original maturity within three mont 268,305,57 117,387,36
- with original maturity over three moni 130,448,25 552,010,74
Less: Allowance for impairment los: (129,743 -
8,713,841,454  8,398,565,43
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Cash and balanceswith banks (continued)

The Group maintains trust accounts with authorisstitutions and other financial institutions as
part of its normal business transactions. At 32018, trust accounts with authorised institutions
and other financial institutions not otherwise temith in the condensed consolidated financial
statements amounted to approximately HK$35,527anillend of 2017: HK$36,725 million).

Amountsdue from/to fellow subsidiaries

Amounts due from/to fellow subsidiaries are normiiest bearing with carrying balances
approximating their fair value.

During the period, the Group has entered into $&esiborrowing and lending arrangements with a
fellow subsidiary. Under securities borrowing dexding agreements, cash collateral was required
for securities borrowed and lent respectively. iNterest was charged on the collateral deposits
received and placed.

As at 31 December 2017, the Group lent equity #@esir which were all classified as financial
assets at fair value through profit or loss, witr fvalue of HK$2,543,988,269 to the fellow
subsidiary and received cash collateral of HK$2,583,679. The Group has also borrowed equity
securities, which were all classified as finantabilities at fair value through profit or lossjtivfair
value of HK$129,402,379 from the fellow subsidiaryd placed cash collateral of HK$160,317,332
to the fellow subsidiary.

Amounts due from/to the immediate holding company/a related company/subordinated loans
from the immediate holding company

Amounts due to the immediate holding company foilydadministrative activities are
unsecured, interest free and repayable upon demand.

Amounts due from/ to the immediate holding compdoy cash management and general
funding purpose are unsecured and bear prevailiagket interest rate and repayable within
1 year.

Amounts due from/ to a related company are unsdciméerest-free and repayable upon demand
with carrying balances approximating their fairual

Subordinated loans were borrowed from the immedigtelding company of
HK$2,500,000,000 (end of 2017: HK$2,500,000,000hick are unsecured and bear
interest at commercial interest rates. The loansevepproved by the Hong Kong Securities
and Futures Commission as subordinated loans fafuston from ranking liabilities in
accordance with section 53(2) of the Hong Kong $#i@s and Futures (Financial
Resources) Rules in the computation of regulatayyitl capital.
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Accountsand other payables

Unaudited Audited

At 30 June At 31 December
2018 2017
HK$ HK$
Accounts payable from dealing in securi 6,812,751,262 7,430,329,63
Accounts pyable from securities tradi 40,614 108,19«
Discretionary bonus payal 333,863,69 333,863,69
Others payables and accrued expe 192,658,14 172,541,51

7,339,313,70 7,936,843,03

The carrying amounts of accounts payable approgirtiair fair value. All accounts payables are
non-interest bearing.

Accounts payable represent amounts due to brokelages, brokers and clearing houses, and are
due within one month. Accounts payable to cliexidale those payables placed in trust accounts

with authorized institutions, Hong Kong Futures Exicge Corporation Limited and Stock Exchange
Options Clearing House.

Depositsfrom customers

Majority of the deposits from customers are tiradl @nd notice deposits and maturing within three
months.

Financial liabilities at fair valuethrough profit or loss

Unaudited Audited
At 30 June At 31 December
2018 2017
HK$ HK$
Trading securities, at fair val
- Equity securities, listed in Hong Kong 26,323,415 19,100,25
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Share capital
Unaudited Audited
At 30 June At 31 December
2018 2017
HK$ HK$
Issued and fully paid:
200,000 (2017: 200,000) ordinary shares 2,0000000 2,000,000,00

Contingent liabilitiesand commitments
Commitments under operating leases

The Group had future aggregate minimum lease paggmerder non-cancelable operating leases
as follows:

Unaudited Audited
At 30 June At 31 December

2018 2017

HK$ HK$

Land and buildings:

Less than one year 23,712,575 47,174,325
Between one and five years - 7,997,863
23,712,575 55,172,188
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Material related-party transactions

Related parties are those parties that have thigyadirectly or indirectly, to control the oth@arty

or exercise significant influence over the othertypén making financial and operating decisions.
Parties are also considered to be related if thvey saibject to common control or common
significant influence. Related parties can be iligls or other entities.

During the period, save as disclosed in the abotesnthe Group entered into various transactions

with related parties. These transactions werewtted on normal commercial terms.

Summary of material transactions entered intonduthe ordinary course of business with fellow
subsidiaries and associates in BOCI Group and atligsidiaries of Bank of China Limited are as

follows:

Condensed consolidated income statement items:

Interest income from bank deposits & others
Brokerage commission

Corporate finance and loan syndication fees

Other handling income

Underwriting and placement commission
Management fee income

Interest expense from loans and other borrowings
Commission expenses arising from brokerage aietivit
Management fee expense

Operating lease rental in respect of leased pesmis

-24 -

Unaudited

Six months ended

30 June

2018
'09R$

85,866
381,438
13,631
513
22,418
12,729
115,024)
(150,061)
(301,064)
(28,696)

2017
HK$'000

49,596
230,951

28,066

177

11,15

37,444
(44,559)
(89,601)
(256,963)
(29,796)



