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Established in March 1997, The Hong Kong
Mortgage Corporation Limited' is wholly owned

by the Hong Kong Special Administrative
Region Government through the Exchange
Fund. It has three wholly-owned subsidiaries,
HKMC Insurance Limited (HKMCI), HKMC
Annuity Limited (HKMCA) and HKMC Mortgage
Management Limited (HMML).

Missions

To promote:

e stability of the banking sector
wider home ownership
development of the local debt market
development of retirement planning market
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Financial Highlights

2025 2024 2023
HK$'000 HK$'000 HK$'000
FOR THE YEAR
Net interest income 785,946 617,961 396,909
Loss for the year (108,892) (418,040) (259,502)
Loan purchases' 7,032,172 9,047,668 27,561,675
Debts issuance? 61,150,799 88,418,112 89,876,034
Net premiums written
— General insurance businesses 849,365 892,202 1,663,021
— Annuity businesses 8,999,267 4,358,642 1,606,402
AT YEAR END
Loan portfolio, net 78,614,028 95,496,673 109,499,818
Total assets 252,425,482 221,826,176 219,302,809
Debt securities issued 155,169,330 148,299,636 161,718,497
Insurance contract liabilities, net
— General insurance businesses 5,073,163 4,935,503 4,230,925
— Annuity businesses 30,370,820 19,028,704 14,383,877
Total equity 51,214,952 38,866,735 27,126,956

OTHER STATISTICS

Net interest margin 0.5% 0.4% 0.2%
Cost-to-income ratio 264.9% (232.9)% (471.0)%
Return on equity (0.2)% (1.5)% (1.00%
Capital adequacy ratio 18.1% 19.9% 21.6%
Solvency Ratio*
— General insurance businesses 3.9 times 4.0 times 13.0 times
— Annuity businesses 2.0 times 1.7 times 18.0 times

ALTERNATIVE PERFORMANCE MEASURES®

Adjusted profit for the year 1,497,233 786,897 724,773
Adjusted net interest margin 0.9% 0.8% 0.5%
Adjusted cost-to-income ratio 19.3% 27.6% 28.1%
Adjusted return on equity 5.2% 4.8% 5.3%

Including the purchase of loans with the Special 100% Loan Guarantee under the SME Financing Guarantee Scheme and the Dedicated 100% Loan

Guarantee Scheme amounted to HK$381 million fully guaranteed by the Government for 2025 (2024: HK$5.2 billion and 2023: HK$24.7 billion).

For debts with tenor of one year or above.

Representing insurance liabilities from insurance and reinsurance contracts issued, net of insurance assets from reinsurance contracts held.

Solvency ratios are calculated in accordance with Insurance (Valuation and Capital) Rules (Cap. 41R) under the Risk-based Capital regime with effect from

1 July 2024. Solvency ratios for 2023 were prepared in accordance with the requirements of the former Insurance Ordinance.

For better assessment and comparison of financial performance,

— Adjusted profit for the year, cost-to-income ratio and return on equity are computed after excluding (a) the accounting results of the annuity business;
(b) the impact of property price change on the insurance result of the Reverse Mortgage Programme; and (c) the effects of accounting adjustments in
respect of the Group's loan portfolio with insurance cover provided by the HKMC Insurance Limited at consolidation level.

— Adjusted net interest margin is calculated after excluding the impact of the purchase of loans with the Special 100% Guarantee under the SME Financing
Guarantee Scheme and the Dedicated 100% Loan Guarantee Scheme (since April 2023) under which the Group only recovered the funding costs
without any net interest margin earned.
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Chairman’s Statement

Maintaining positive momentum
and moving forward steadily

Chan Mo-po, Paul

Chairman

In 2025, The Hong Kong Mortgage Corporation Limited
and its subsidiaries (collectively, Group) continued to fulfil
their core missions and social objectives in supporting
home ownership, promoting debt market development,
contributing to banking stability, providing retirement
solutions as well as assisting small and medium-sized
enterprises (SMES). Altogether, the Corporation continues
to contribute to the solid growth of the Hong Kong economy
in 2025 amid lingering external uncertainties and evolving
challenges.

Mortgage-Asset Purchases

The Corporation purchased residential mortgage loans
of about HK$372.3 million in 2025 and stands ready to
purchase such loans as needed, with the objective of
reinforcing banking stability in accordance with its mandate.

Debt-Market Promotion

As a wholly government-owned entity with robust credit
ratings, the Corporation maintains its position as a leading
corporate debt issuer in Hong Kong. In 2025, following a
comprehensive funding strategy, the Corporation raised
HK$70.5 billion across major currencies, including four
tranches of multi-currency benchmark bonds totalling

HK$25.3 billion in November 2025, which was its largest-
ever public offering. Notably, the 30-year HKD social bond
tranche was the largest 30-year HKD bond ever issued in
Hong Kong. It was also the first-ever social bond issuance
in the Asia Pacific region with proceeds dedicated to
supporting Reverse Mortgage Programme that provided
financing options for the elderly, contributing to the
development of a retirement planning market and silver
economy in Hong Kong. This landmark transaction was a
testament to investors’ confidence in both the Corporation
and the Hong Kong financial markets. Furthermore, the
Corporation has stepped up its investor engagement efforts
and successfully attracted both Southbound Bond Connect
and international institutional investors. These strategic
marketing activities have significantly diversified the
Corporation’s funding base while reinforcing Hong Kong's
status as a global fixed income and currency hub, as well as
the premier financial centre for offshore Renminbi business.

Home-0Ownership Support

Promoting wider home ownership remains a core mission
of the Corporation. Since the introduction of the Mortgage
Insurance Programme in 1999, the Corporation had
facilitated home purchases for about 242,000 families by
the end of 2025.
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Chairman’s Statement

Support for Small Businesses

The Corporation is responsible for implementing and
administering the SME Financing Guarantee Scheme for
the Government, providing assistance to SMEs which form
a vital pillar of our economy. A total of HK$302.2 billion
loans have been approved under the Scheme by the end of
2025, of which some 25,100 local SMEs and 409,700 related
employees benefitted under the 80% and 90% Guarantee
Products, and another some 40,000 companies and 400,400
related employees benefitted under the Special 100%
Guarantee Product. They span a wide range of businesses,
from family-run small businesses, long-established brands,
start-ups to relatively large-scale enterprises.

To encourage taxi owners to replace their existing liquefied
petroleum gas, petrol or hybrid taxis with battery electric taxis,
the Corporation assisted the Government in administering a
Dedicated 100% Loan Guarantee Scheme for battery electric
taxis. At the end of 2025, more than 630 applications had
been approved with loans totalling about HK$209.1 million.

Retirement-Planning Solutions

In support of the Government’s initiative to enhance
the financial and retirement security for the elderly, the
Corporation has stepped up marketing and customer
engagement efforts in promoting the “HKMC Retire 3"
products, of which the Reverse Mortgage Programme
and Policy Reverse Mortgage Programme have gained
increasing recognition among the public and applications
for these two programmes remained steady during the
year.

Building on the success of the HKMC Annuity Plan’s Payout
Enhancement and Premium Discount Campaign in 2024
which sought to enhance income protection for customers,
the Corporation increased its promotional efforts
throughout 2025 and achieved another year of record-
breaking performance in its life annuity business. Total
premium received was more than doubled during the year,
reaching approximately HK$9 billion.

The Corporation will continue to promote retirement
planning and further increase public education efforts in
support of the Government’s goal in developing the silver
economy.

Infrastructure Financing and Securitisation

The Corporation’s infrastructure financing and securitisation
business operates on prudent commercial principles. In 2025,
the Corporation continued to accumulate infrastructure debt
obligations riding on its strong credit standing and funding
capability. In October, it completed its third infrastructure
loan-backed securities issuance worth US$450.5 million,
further advancing Hong Kong's status as an infrastructure-
financing securitisation hub.

Financial Performance

The Group reported a net loss of HK$109 million for the
year, narrowed from a net loss of HK$418 million in 2024.
The improved results were driven by the increased income
from placements with the Exchange Fund, recovery in the
property market which had benefitted the reverse mortgage
business, increase in net interest income and revaluation
gain of US dollar exposures in cash and debt investments,
but were partially offset by the higher accounting loss in
the annuity business resulting from a surge in new policies
written and the negative accounting impact arising from a
lower discount rate on insurance liabilities revaluation.
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The Group's adjusted profit for the year was HK$1,497
million (2024: HK$787 million), after netting the accounting
results of the annuity business, the impact of the property
price change on the reverse mortgage business and the
effect of accounting adjustments of certain loan portfolios
with insurance cover provided by the Group. At the end
of 2025, the annuity business had an embedded value of
about HK$24.4 billion, comprising HK$21.5 billion in total
equity and HK$2.9 billion reflecting the present value of
future profits. That's a solid financial position for long-term
business development.

The Corporation’s capital adequacy ratio stood at 18.1%
(2024: 19.9%), providing a solid capital base for business
expansion. The respective solvency ratios of the Corporation’s
two insurance subsidiaries were 3.9 times for the general
insurance business and two times for the annuity business.
Both are well above relevant minimum regulatory requirements
in accordance with the risk-based capital regime.

Outlook for 2026

Looking ahead, the Hong Kong economy is expected to
sustain its growth momentum, underpinned by a broadly
stable trade outlook and strengthening domestic demand.
Ongoing government initiatives to promote economic
development and diversification of economic structure will
provide additional impetus to future growth. The property
market is also expected to benefit from improving economic
fundamentals.

The Corporation will continue to serve the people of Hong
Kong and support businesses in need with dedication
and resolve, while deepening its role in supporting
home ownership, enhancing financing support for SMEs,
and expanding retirement solutions and green finance
initiatives.

| am grateful to my fellow Board members for their valuable
advice, as well as to the management and staff of the
Corporation and its subsidiaries for their unwavering
dedication and support.

AP

Chan Mo-po, Paul
Chairman

The Hong Kong Mortgage Corporation Limited Annual Report 2025 5



Organisation
Structure




Organisation Structure

HKMC Annuity Limited

Long Term Insurance Business

The Hong Kong Mortgage
Corporation Limited

HKMC Insurance Limited

General Insurance Business
Asset Purchase and Debt Issuance

HKMC Mortgage
Management Limited

Loan Purchase, Origination and Servicing
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Organisation Structure

HKMC Board

Board Committee

Audit

Committee

I
Executive Director Committee

Executive Director
and Chief Executive
Officer

Mr Colin POU, »»

Corporate Risk
Management
Committee

Infrastructure

Financing and

Securitisation
Investment
Committee

Management Committee

Asset and
Liability
Committee

Credit
Committee

Transaction
Approval
Committee

Operational
Risk
Committee

Longevity
Risk
Committee

IT Steering
Committee

Environmental,
Social and
Governance
Committee

Infrastructure
Financing and
Securitisation
Collateral
Manager
Committee

Senior Vice

President
(Operations) /

Executive Director
and Chief Executive
Officer of
HKMC Insurance
Limited

Ms Kitty LAI
(appointed on
13 October 2025)

Mr Clement CHAN
(until 12 October 2025)

Chief Investment
Officer
(Infrastructure Financing
and Securitisation)

Mr Mike CHENG

Senior Vice

President
(Finance)

Mr Raymond LIU

Senior Vice
President
(Risk)

Mr Desmond CHENG

General Counsel
Ms Joanna WONG

Vice President
(Marketing and Business Development)
Ms Angela LEUNG

Vice President
(SME Financing Guarantee Scheme
Operations of
HKMC Insurance Limited)
Ms Irene MOK

Vice President
(Insurance Business Operations of
HKMC Insurance Limited)

Mr Maurice YIP

Vice President
(Operations)
Mr Kris YEUNG

Vice President
(Digitalisation Office)
Mr Eric CHENG

Head of Infrastructure Risk
Infrastructure Financing
and Securitisation
Mr Francis OR

Head of Infrastructure Investment
Infrastructure Financing
and Securitisation
Mr Calvin TAN

Head of Securitisation
Infrastructure Financing
and Securitisation
Mr Keith LAU
(from 1 May 2025)

Head of Portfolio Management
Infrastructure Financing
and Securitisation
Ms Clara LEE
(from 1 May 2025)

Principal ESG Officer
Infrastructure Financing
and Securitisation
Mr Anthony KEUNG

Head of Execution
Infrastructure Financing
and Securitisation
Mr Robert TAM

Principal Investment Officer
Infrastructure Financing
and Securitisation
Mr Jack Wong
(from 1 January 2026)

Vice President
(Information Technology)
Mr Alex LUK

Financial Controller
(Financial Control)
Mr Tim PANG

Treasurer
(Treasury)
Mr Calvin TAM

Vice President
(Pricing and Quantitative Risk)
Mr Mickey CHAN

Vice President
(Operational and Technology Risk)
Mr Alan WU
(from 1 August 2025)

Vice President
(Risk Management)
Ms Kathleen YEUNG

Counsel
Ms Celia CHAU

Counsel
Mr Garrick CHUNG

Counsel
Ms Grace LEE

Chief Compliance Officer’
(Counsel)/Group ESG Lead
Mr LIM Merng Phang
(from 14 November 2025)
Counsel
Ms Ines WEI

Vice President
(Administration and
Human Resources)
Ms Joyce WONG

! Reporting to the Chief Executive Officer through the General Counsel
2 Reporting to the Chief Executive Officer on daily administrative function
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HKMCI Board

Board Committee

Audit

Committee

Executive
Director
Committee

Risk Executive Director
Committee and Chief Executive
Officer

Internal’
Audit

Reporting to the Chief Executive Officer on daily administrative function
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Organisation Structure

HKMCA Board

Board Committee

Audit

Committee

Executive Director
and Chief Executive
Officer

Management Committee

Risk

Management
Committee

1 Reporting to the Chief Executive Officer on daily administrative function
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Board of Directors

The Hon. Paul CHAN Mo-po, GBM, GBS, MH, JP Mr Eddie YUE Wai-man, Jp
Chairman and Executive Director Deputy Chairman and Executive Director
Financial Secretary Chief Executive

Hong Kong Monetary Authority

Mr Howard LEE Tat-chi, Jp Mr Colin POU Hak-wan, Jrp The Hon. Christopher HUI Ching-yu, Bs, Jr
Executive Director Executive Director and Non-Executive Director

Deputy Chief Executive Chief Executive Officer Secretary for Financial Services and the Treasury
Hong Kong Monetary Authority Executive Director

Hong Kong Monetary Authority

The Hon. Winnie HO Wing-yin, Jp The Hon. CHAN Hak-kan, sBs, Jp The Hon. Jimmy NG Wing-ka, sBs, JP

Non-Executive Director Non-Executive Director Non-Executive Director
Secretary for Housing Member of Executive Council Member of Legislative Council

Member of Legislative Council
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The Hon. SHIU Ka-fai, BBs, JP
Non-Executive Director
Member of Legislative Council

R S

Ms Ivy CHEUNG Wing-han
Non-Executive Director
Vice Chairman, KPMG China
Senior Partner, KPMG in Hong Kong
(appointed on 9 June 2025)

-

Ms Dilys CHAU Suet-fung, Jp
Non-Executive Director
Partner

Ernst & Young

(appointed on 9 June 2025)

Ms Margaret KWAN Wing-han
Non-Executive Director

Mr Paul TSE Wai-chun, Jp
Non-Executive Director
Founder & Senior Partner,
Paul W. Tse, Solicitors

Mr Clement CHAN Kam-wing, B8S, MH, JP
Non-Executive Director

Senior Advisor to the Board

BDO Limited

(retired on 9 June 2025)
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Highlights of the Year

HKMC Retire 3 - Public Education Events HKMC Retire 3 - Publicity Campaign
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Highlights of the Year

AMIGOS
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Highlights of the Year

Collaboration with Business Partners
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Highlights of the Year
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Environmental, Social and Governance Report

Introduction

About this Report

Reporting Scope and Boundaries

This report provides an overview of the Group's environmental, social and governance (ESG) framework, initiatives and
performance for the period of 1 January to 31 December 2025, which is in alignment with the Group's financial year. It
outlines the Group's implementation of its sustainability objectives and how it acts as a responsible corporate citizen. It
also highlights the Group’s commitment to integrating relevant environmental and social factors into its operations and
adhering to high corporate governance standards. Unless otherwise stated, the reporting scope of this report aligns with
the Group's consolidated financial statements for the above reporting period, covering the activities of the Corporation and
its subsidiaries.

Reporting Standards and Principles

In preparing this report, the Group has given consideration to the Hong Kong Financial Reporting Standards (HKFRS)
Sustainability Disclosure Standards — HKFRS S1 General Requirements for Disclosure of Sustainability-related Financial
Information and HKFRS S2 Climate-related Disclosures, which are aligned with the International Financial Reporting
Standards Sustainability Disclosure Standards. The Group aims to progressively enhance its sustainability and climate-
related disclosures to align with the HKFRS Sustainability Disclosure Standards and other applicable reporting frameworks.

Key Recognition

The Corporation was awarded the “Pioneering Organisation in ESG Disclosure Enhancement” award at the Hong Kong
Quality Assurance Agency’s “Hong Kong Green and Sustainable Finance Awards 2025", in recognition of its continuous
efforts to enhance the transparency and quality of its ESG reporting. This recognition affirmed the Group’s dedication
to strengthening its ESG governance framework, improving disclosure practices and addressing evolving stakeholder
expectations. The award also underscored the Group’s commitment to support and align with the Government’'s Roadmap
on Sustainability Disclosure in Hong Kong.
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Environmental, Social and Governance Report

A Snapshot of Key ESG Milestones

The Group’s Key ESG Achievements and Awards (2025)

2025 Key ESG Achievements

o Achieved reduction in operational Pioneering Best Social Bond
and portfolio greenhouse gas (GHG) Organisation in in Hong Kong in
emissions intensity by approximately ESG Disclosure Triple A Awards for
17% and 29% respectively, compared Enhancement Sustainable Finance
with 2024 2026

« Updated the Social, Green and by Hong Kong Quallty by The Asset
Sustainability Financing Framework Assurance Agency
(SGS Framework) to align with the
latest market standards and include new . . .

. . . . Outstanding Gold Special Mention
eligible social and green asset categories - . .
_ Award in Privacy- in Corporate

* Issued fourth social bond to support Friendly Awards Governance Awards
loans under the Reverse Mortgage 2025 in Best Corporate
Programme (RMP) that provides Governance and
essential financing for the elderly in by Office of ESG Awards 2025
Hong Kong the Privacy

+ Issued third Infrastructure Loan-Backed Commissioner for by Honz Kong it
Securities (ILBS) with an increased Personal Data, Hong Y 1org Fong Insti

. ) of Certified Public
sustainability tranche, compared with Kong
Accountants

The Group’s Ongoing ESG Journey

previous issuances

2025 Key ESG Awards

2025

2023

2022

2021

=

¢ Updated SGS Framework and
included new eligible social and
green asset categories
Continued to issue sustainable
financing instruments, including
fourth social bond

« Issued third ILBS with a further

Updated ESG materiality
assessment through double
materiality analysis

Conducted first climate scenario
analysis and stress testing
exercise

 Issued second social bonds
Completed inaugural ILBS issuance
with a sustainability tranche
Published first Social Bonds

Formed the Sustainability Working
Group (SWG)

* Established the ESG Committee o Established the SGS F k for Update and Impact « Established decarbonisation action increased sustainability tranche
inanci « Refined ESG strategy integration
(ESGC) to oversee ESG matters sustam_ab\e financing _ Report _ plan to support carbon neutrality gy gl 0
* Adopted the ESG Statement and * [ssued inaugural social bonds * Enhanced office recycling and goal by 2050 and enhanced ESG data collection
ESG Guiding Principles * Conducted first ESG materiality waste reduction practices « lssued third social bonds and and governance
* Formulated the Responsible assessment ¢ Achieved yearly emissions

second ILBS with an increased

intensity r ion
sustainability tranche intensity reduction to progress

towards carbon neutrality goal

Investment, Lending and
Business Decision-making
Principles (RILBP)

24 The Hong Kong Mortgage Corporation Limited Annual Report 2025



ESG Strategy Framework

ESG Strategy

The Group’s ESG strategy serves to guide its approach to incorporating ESG factors into its operations. It is built around

7]

three pillars, namely “Contributing to the Society”, "Upholding Governance Standards, Operational Resilience and
Workplace Inclusion” and “Meeting Environmental Concerns”, which are embedded in the Group’s ESG Statement and ESG

Guiding Principles.

ESG Statement

The Group is committed to operating and carrying on business in a responsible and sustainable manner while applying
high standards of corporate governance. This commitment is embedded in the way it operates, serves its customers,
accounts to its stakeholders, cares for its staff, manages its impact on the environment and contributes to the community.

ESG Guiding Principles

Contributing to the Society

e Offer financing solutions that
support home ownership, facilitate
retirement financial planning,
and help to meet the financing
needs of small and medium-sized
enterprises (SMES) in Hong Kong

e Provide products and services that
facilitate banks’ liquidity and risk
management to promote stability
of the banking sector in Hong Kong

e Support the financial and debt
markets in Hong Kong, and talent
developments as well as financial
education, in areas pertinent to its
core missions

Upholding Governance Standards,
Operational Resilience and
Workplace Inclusion

o Adhere to best practices of
corporate governance and maintain
high standards of professionalism,
integrity and ethics in its work

o Safeguard operational resilience
and information security by
continuous risk surveillance,
system set-up and proper response

e Promote inclusion and equality
in the workplace, and foster staff
wellness and development

Meeting Environmental Concerns

e Devise strategic response to and

implement plans to meet the risks
and ride on opportunities relating
to climate change and Hong Kong's
long-term sustainability vision

Adopt and integrate ESG principles
in its investment, lending and
business decision-making activities

Strive for positive environmental
impact with its operations and
promote eco-friendly work practices
and culture
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Environmental, Social and Governance Report

ESG Governance

ESG Governance Structure

Effective ESG governance is critical to executing the ESG strategy of and driving long-term value creation for the Group.
Below is a diagram illustrating the Corporation’s ESG governance structure.

Board of Directors Audit Committee

Oversee overall business
strategy (including ESG strategy)
and related risks and
opportunities

Conduct independent review of
the business operations

Other Management

ESGCOMMILEe Keep informed on Committees
__ ESGmatters
addressed by ;
Review and approve ESG management Manage ESG-related issues,
strategy, policies, frameworks committees where relevant to matters under
and approaches their purview, in line with ESG

policy requirements

Sustainability

Working Group

Formulate and implement
ESG work plans
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Board of Directors

The Board is the highest governance body of the
Corporation and bears ultimate responsibility and oversight
for the overall business strategy (including ESG strategy)
and related risks and opportunities of the Group. The Board
has oversight of the prioritisation and effective integration
of ESG considerations into business strategies and bears
overall responsibility for ESG risk management, including
the approval of the ESG risk appetite.

At the Board meetings which are held at least four times a
year, ESG strategy updates and implementation progress
are presented through the Chief Executive Officer’'s Report,
ensuring the Board's continuous oversight of ESG matters.

The Board consists of non-executive Directors who are
well-equipped with relevant skills and competencies from
different backgrounds and industries and either represent
or work closely with officials and stakeholders from the
Government and the public sector. On appointment,
Directors are provided with induction materials to familiarise
them with the Group’s operations and businesses including
ESG-related matters, as well as their responsibilities as a
Director.

ESG Committee

To effectively implement its ESG strategy, the Corporation
has established the ESGC to lead the Group’s sustainability
initiatives, ensuring ESG management is integral to the
Group’s overall business strategy, as well as to enhance and
promote overall ESG performance. The ESGC is responsible
for reviewing, approving and updating the Group’s ESG
strategy, policies and plans, as well as overseeing their
implementation while monitoring ESG trends and topics that
are material to the Group and ensuring appropriate skills
and competencies are available to provide oversight. The
ESGC also oversees the establishment and maintenance
of systems, policies and processes to identify and manage
ESG risks and opportunities, and evaluate the performance
of the Group in achieving its ESG-related goals and targets
through relevant performance metrics and report the
progress to the Board.

The ESGC is chaired by the Chief Executive Officer of the
Corporation and its members include the Chief Executive
Officers of the HKMC Annuity Limited (HKMCA) and the
HKMC Insurance Limited (HKMCI), Group ESG Lead and
senior staff from the relevant functional departments and
teams of the Group. The ESGC meets regularly to discuss
relevant matters relating to ESG in accordance with its
terms of reference. The ESGC held meetings throughout
2025 to deliberate and decide on ESG matters including,
for example, the implementation of continuing ESG
integration and strategy, updating of the SGS Framework,
discussions on the latest ESG trends and sustainability
disclosure and assurance standards, enhancement of ESG
reporting practices, and issuance of the social bond and the
sustainability tranche of ILBS.

For more details on how the Group uses controls and
procedures to support the oversight of ESG risks and
opportunities, please refer to “Incorporating ESG into Risk
and Opportunity Management” section of this report.

Sustainability Working Group

The SWG, comprising relevant department heads and
supporting staff, is tasked to assist the ESGC in formulating
and implementing ESG work plans. The SWG also helps to
identify and update ESG topics, risks and opportunities of
the Group while facilitating the co-ordination of different
departments, business units and functions to determine key
ESG metrics and targets for monitoring and reporting.

Stakeholder Engagement

Stakeholder engagement is a valuable tool in shaping
the Group's strategy development process. Open and
transparent dialogue with relevant stakeholders helps the
Group to identify and evaluate ESG risks and opportunities
affecting its business. Through various engagement
channels, the Group has maintained communications with
its stakeholders over the years, gaining an understanding of
their expectations and perspectives on different ESG issues.
The Group reviews their responses and opinions to guide
its prioritisation of ESG topics and enhance its sustainability
performance.
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Environmental, Social and Governance Report

In 2025, the Group continued to implement its stakeholder engagement process, following the stakeholder engagement
plan established in the previous year. The Group engaged in regular and structured interactions with its key stakeholder
groups to monitor their needs and concerns and reflect relevant input in its business strategy and ESG initiatives including
the identification and prioritisation of material ESG topics. These ongoing engagement efforts supported the Group’s
commitment to openness, accountability and creation of long-term stakeholder value.

The following table sets out the Group’s key stakeholder groups and examples of the channels through which the Group
engages with them.

Stakeholder Groups Examples of Engagement Channels

Investors

Customers and local communities

Shareholder

Business programme partners
and financial sector participants

Suppliers, contractors and
service providers

Staff

Government and regulators

Professional bodies and
industry associations

Non-governmental organisations
and media

Investor meetings and conferences
Annual and interim reports

Emails

Announcements and circulars

Service hotlines and emails

Social media platforms and mobile applications
Public outreach and education events
Corporate websites

Internal strategic meetings
Annual and interim reports
Announcements and circulars

Annual and interim reports
Consultation meetings and calls
Emails

Corporate websites

Industry events

Supplier due diligence procedures and performance reviews
Meetings and communications

Performance reviews
Emails, intranet and newsletters
Training and development programmes

Meetings and conferences
Public consultations
Industry events

Industry events
Corporate awards and recognitions
Corporate memberships and subscriptions

Public relations hotlines and emails
Press releases and media interviews
Ccommunity engagement events
Corporate websites
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Materiality Assessment

Assessment Approach

Material ESG topics are the topics that hold the most
significance for a company and its stakeholders, both
internal and external, and they have a significant impact
on the company’s business operations, performance and
stakeholder interests. By conducting regular materiality
assessments, companies can maintain awareness of ESG
trends, regulatory changes and best practices. Such regular
assessments allow them to adapt their ESG management
strategies on a timely basis and address relevant emerging
risks while ensuring reasonable and efficient allocation of
resources.

The Group regularly conducts ESG materiality assessments
to identify and prioritise its material ESG topics to take into
account evolving regulatory requirements, market dynamics
and stakeholder views. These assessments help to inform
the Group's ESG priorities, risk management approach
and disclosure focus. The most recent comprehensive
materiality assessment was completed in 2024, which
adopted a double materiality perspective, whereby
the potential material topics were evaluated from two
dimensions: impact materiality and financial materiality.

Materiality

Perspective Definition

Impact Evaluate the significance of each ESG

materiality topic based on its potential impact on the
economy, environment and society.

Financial Assess the extent to which each ESG

materiality topic presents financial risks and

opportunities that could materially affect
the Group.

The detailed steps taken for the 2024 double materiality
assessment are as follows:

Step 1: Identifying a list of potential material topics
through materiality analysis

As a starting point, a materiality analysis using a number
of local and international sources was carried out to
identify the ESG topics likely to be relevant to the Group.
This included consideration of sector-specific standards
and guidelines related to sustainability, including the
Sustainability Accounting Standards Board Industry
Standards. Benchmarking research was then conducted
against selected industry peers’ material topics. ESG
megatrends potentially relevant to the Group were also
reviewed.

This process of desktop research was used to form a list
of 13 material topics for evaluation by and input from
stakeholders.

Step 2: Evaluating and prioritising material topics
With reference to the list of material topics identified from
Step 1, the Group conducted a survey of both internal and
external stakeholder groups to understand their views
on the impact of these material topics and the Group’s
sustainability performance. Stakeholders were asked to
assess the impact materiality — that is, the extent each
topic could impact the economy, society and environment,
both positively and negatively — of each topic to inform the
prioritisation of material topics.

In addition, interviews and focus group discussions with
selected representatives from or familiar with different
stakeholder groups provided further insights into both
financial materiality and impact materiality of identified
topics, as well as their thoughts on the potential impact,
risks and opportunities associated with these topics.

The material topics were then prioritised based on the
assessment results.
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Step 3: validating double materiality assessment outcomes
The ESGC considered and validated the double materiality assessment and the resulting prioritised list of material topics.

In 2025, the Group reviewed the findings of the materiality assessment conducted in 2024 and considered the latest
regulatory developments, emerging ESG themes as well as key stakeholder feedback and expectations through the Group's
established engagement channels. It was concluded that the material topics identified through the Group’s 2024 materiality
assessment remained relevant.

The Group will continue to regularly review the list of material topics and perform appropriate double materiality or other
assessments to ensure that the list is up-to-date.

Material Topics
The table below showcases the Group’s current material topics and their linkage to its core missions and ESG pillars and
the related United Nations’ Sustainable Development Goals (UN SDGS).

The Group’s Core Missions

Wider Home ownershi Development of Local Development of Retirement
P Debt Market Planning Market

ESG Pillars of the Group
@ ~—
1 |
Meeting Environmental Concerns

Upholding Governance Standards, Operational

Stability of Banking Sector

Contributing to the Society

Resilience and Workplace Inclusion

ESG Material Topics of the Group

® C

©

=4
[ee3]

Financial Solutions to Promotion of Banking Corporate Business Ethics Privacy and Climate Sustainable and Green
Support Homebuyers, Sector Stability and Governance and Compliance  Information Security Change Responsible Operations
Retirees, SMEs and Other  Development of Financial Investment, Lending
Relevant Parties and Debt Markets and Business
(’ Decision-making
Customer Engagement Community Investment Employment and Product Technology
and Education Labour Practices Responsibility Adoption
T
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INDUSTRY, INNOVATION 16 PEACE, JUSTICE
AND INFRASTRUCTURE AND STRONG
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DECENT WORK AND INDUSTRY, INNOVATION
ECONOMIC GROWTH AND INFRASTRUCTURE
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1 CLIMATE
ACTION
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Related UN SDGs
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Incorporating ESG into Risk and Opportunity Management

ESG Risk Management

The Group manages ESG risks under its ESG Risk Management Framework which sets out a holistic approach in managing
the ESG risks of the Group across different business operations and functions.

The ESG Risk Management Framework includes components such as ESG risk appetite, governance, risk assessment, as
well as climate risk stress testing and monitoring of ESG risks using defined metrics.

ESG Risk Appetite

The ESG risk appetite defines the constraints for ESG risk levels and includes the controls for managing ESG risks. It has
been approved by the Board and integrated into the risk appetite statement of the Group to ensure all relevant risks it faces
are managed properly.

ESG Risk Governance
The ESGC is the governance committee for managing ESG risks of the Group. In line with the Group'’s risk governance
structure, the responsibilities for managing ESG risks are allocated across the three lines of defence by the ESGC.

Three Lines of Defence for ESG Risk Management

Line of Defence Major Responsibilities Responsible Function(s)

First line e Follow internal policies and procedures in managing ESG ~ Business/operational units
risks arising from day-to-day operations and maintain
sufficient awareness and understanding to identify, assess,
monitor and mitigate potential ESG risks

Second line e Responsible for ESG risk assessment, ESG risk management  Risk management and
frameworks and policies, and ESG risk monitoring across  compliance functions
different business activities, and ensuring the relevant ESG
policies and procedures are in compliance with applicable
ESG standards and regulations

Third line e Responsible for audits of the Group’s operations to ensure  Internal audit function
robustness of the internal control systems and compliance
with the internal policies and relevant regulatory
requirements (including ESG-related processes and
controls)
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ESG Risk Management Process
The ESG risk management process of the Group consists of three steps:

Risk Identification Risk Control and Risk Monitoring

and Assessment Mitigation and Reporting

Identifying ESG
risks and assessing
their potential and
actual impact on
the Group's
operations and
businesses

Setting up control
and mitigation
measures aligned
with the Group's
core missions,
strategic objectives
and risk appetite

Monitoring and
reporting ESG risks,
and developing
ESG risk metrics to
provide early
warning signals for
necessary actions

ESG Risk Identification and Assessment

The Group recognises that ESG issues pose potential risks to its operations, reputation and performance, and has thus
identified the ESG risks pertinent to its operations and businesses by reference to various internal and external information
sources, including relevant sustainability-related standards.

The Group has assessed the severity of the ESG risks by considering their impact and likelihood. Among other relevant
considerations, the assessment evaluates the impact of ESG risks on the Group's reputation, customer relationships, media
strategy, legal and compliance obligations, and financial performance.

ESG Risk Control and Mitigation

The Group’s ESG risk controls and mitigation measures have taken into account its strategic objectives and risk appetite.
These measures include the development and implementation of internal policies and procedures to minimise and manage
ESG risks.

ESG Risk Monitoring and Reporting
To ensure effective control and mitigation of evolving ESG risks (including climate risks), the Group monitors them on an
ongoing basis through ESG risk metrics and the monitoring results will be regularly reported to the Board.

Material ESG Risks

The Group's material ESG risks (other than climate-related risks) are identified in the table below, and these risks will be
prioritised, monitored and managed under its ESG risk management process. The table further provides examples of the
pathways through which material ESG risks could transmit into traditional risk categories. For information on the climate-
related risks of the Group, please refer to “Climate Risk Management” section of this report.
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Examples of ESG Risk Transmission Pathways
(Current and Anticipated)’

Material ESG Risks — Operational Legal and
Risk Types and Risk Drivers Reputation Risk Risk Compliance Risk The Group's Responses

Social

Understand stakeholders’ needs and
maintain dialogues with customers
Set up eligibility criteria and conduct

Society and Customer

Failure to consider social inclusion

in product design and conduct suitability assessments

appropriate suitability assessments for Maintain product/process sign-off

customers mechanism to ensure relevant risk
factors are considered in designing and
implementing new or enhanced products

=

=

=
°

Understand and, where appropriate,
address community demands for product

Demographic Trends

Failure to observe and respond to N N development and enhancement

changes in Hong Kong's demographic

trends

Governance

Corporate Governance * Uphold a robust governance structure
supervised and managed by Directors and

Ineffective corporate governance senior staff

structure J J J o Deliver on its core missions and manage

risk appetite to guide the risk-taking
process

Maintain proper checks and balances
under the three lines of defence

Enhance talent attraction and retention and
implement competency-based selection
Monitor manpower and performance and

Human Resources

Inability to attract and retain

suitable talent or incorporate equal J J J facilitate staff training

opportunities and inclusion into the ¢ Maintain and enhance the Equal

organisation Opportunities Policy to foster workplace
equality

Establish gender-neutral and disability-
inclusive recruitment and promotion
practices

Implement robust staff welfare policies
and provide competitive remuneration
packages, fringe benefits, promising career
paths and development opportunities

Implement information security-related
internal policies, procedures and guidelines
Implement appropriate controls to prevent,
detect and respond to evolving cyber
threats

Information Security

Cyber threats and data leakage v | V

Support new technology adoption for
J business development through its
Digitalisation Office

Innovation and Digitalisation

Failure to adopt new technology
properly

! Examples of ESG risk transmission pathways and effects (current and anticipated) include:

(a) Reputation risk — If the Group fails to take due consideration of ESG factors in products, businesses and strategies or fails to meet expectations
in ESG disclosures, it may face negative perceptions from the public, market and stakeholders. Such perceptions could adversely affect the
Group's ability to maintain or establish business relationships.

(b Operational risk — Failure to incorporate ESG policy changes into the Group’s internal processes and controls may result in operational risks
and losses.

(©) Legal and Compliance risk — 1) Failure to comply with ESG-related regulations and standards, including disclosure requirements, may expose
the Group to potential regulatory actions as well as reputation damage; 2) Regulatory risk may lead to increased operational costs and
expenditures required for compliance with ESG-related regulations, requirements and standards; and 3) The Group may face ESG-related legal
actions that could disrupt or negatively affect its operations or financial conditions.

The Hong Kong Mortgage Corporation Limited Annual Report 2025 33



Environmental, Social and Governance Report

ESG Opportunity Management

The Group has identified potential ESG opportunities relevant to the Group based on the materiality assessment and review
exercises detailed in “Materiality Assessment” section above. In particular, with reference to the list of material ESG topics,
various departments assessed and considered which opportunities the Group could focus on. During the year, the Group
discussed and, where appropriate, implemented initiatives aimed at capitalising on these opportunities (see below for
examples) to integrate them into its business operations and ESG development roadmap.

Material ESG Opportunities

Material ESG opportunities (other than climate-related opportunities) in relation to the Group's business are set out in the
table below. For information on the climate-related opportunities of the Group, please refer to “Climate Opportunities”
section of this report.

ESG Opportunity Description The Group’s Responses

Social Opportunity: Offering of retirement financial e Identify community demands and needs to adjust and
products that cater to the growing aging population enhance the Group’s product development strategy

Social Opportunity: Promotion of the securitisation e Collaborate with industry players and promote investment
market and the debt market generally opportunities, such as infrastructure financing and
securitisation and social bonds, to investors

Governance Opportunity: Improved work e Implement diverse training and development programmes
efficiency and reduced labour costs by providing staff for staff
with training and job rotation opportunities

Environmental Opportunity: Cost savings and e Launch enhanced recycling initiatives and environmentally-
improved operational efficiency through green friendly programmes

initiatives such as energy-saving and waste-reduction

measures

In 2025, there were no significant changes to the Group's ESG risk and opportunity management processes compared with
the previous year. The response plans for material ESG risks and opportunities described above have been progressing
well, with implementation activities generally on track and monitored through existing management and reporting
frameworks. The Group will continue to review the effectiveness of these measures and refine its response actions as its
ESG risk exposure and operating environment and global and local ESG standards, requirements and expectations continue
to evolve.
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Contributing to the Society

Delivering Socially Responsible Financial Products
Solutions for Homebuyers

Since 1999, the Group has been operating the Mortgage
Insurance Programme (MIP), established as an integral
part of mortgage financing in Hong Kong. The MIP helps
potential homebuyers with limited financial resources to
make the down payment to purchase a property. Through
the MIP, the HKMCI provides insurance coverage to MIP
participating banks, enabling the banks to extend mortgage
loans with a higher loan-to-value (LTV) ratio. In addition,
the Corporation has introduced the Fixed Rate Mortgage
Scheme for fixed-rate mortgages, which provides an
alternative financing option that can help mitigate the risk
of interest rate volatility for homebuyers.

Relevant ESG Impact Metric

Metric 2025 2024
Number of households supported?
by the MIP (since launched) 242,279 235,181

Solutions for Retirees

Shifting into retirement can bring a myriad of financial
hurdles, particularly as regular pay cheques cease. Many
seniors, despite saving diligently, may find their retirement
savings fall short when it comes to managing daily costs
and handling the higher expenses of healthcare associated
with increased longevity.

The Group has introduced the "HKMC Retire 3" branding,
with the RMP, the Policy Reverse Mortgage Programme
(PRMP) and the HKMC Annuity Plan (Annuity Plan)
promoted together as a composite solution for retirement
planning. These three products provide the elderly with
immediate, stable and lifelong streams of income to
support their daily expenses after retirement, strengthening
their financial security and improving their quality of life.
Relatively illiquid assets are utilised as collateral, including
residential properties for the RMP, death benefits of life
insurance policies for the PRMP or contribution of a lump-
sum single premium for the Annuity Plan. These products
offer retirees income continuity which contributes to
supporting their retirement lifestyle.

Relevant ESG Impact Metrics

Metrics 2025 2024
Number of elderly persons receiving payouts
from the Annuity Plan? (in-force) 33,883 21,617
Amount of total payouts by the Annuity Plan  HK$5,635  HK$4,017
(since launched) million million
Number of accumulative policies* under
the RMP® (since launched) 8,562 7,666
Amount of total payouts by the RMP HK$10,333  HK$8,676
(since launched) million million

Number of accumulative policies* under
the PRMP® (since launched) 179 126
Amount of total payouts by the PRMP HK$15.7 HK$8.7
(since launched) million million

Hong Kong Green and Sustainability
Contribution Awards 2025

In acknowledgement of the Group’s efforts
in providing retirement planning solutions for
retirees, the RMP, the PRMP and the Annuity Plan
were awarded the “Gold Pioneer for Contribution
to Livable City Living — Promote Silver-friendly
Product” award by the Hong Kong Quality Assurance
Agency in 2025.

2 The number of households supported includes the count of the same household which is or has been supported through application for new loan
drawdown and/or refinancing under the MIP since its launch.

3 Basic eligibility for the Annuity Plan: The applicant should be a Hong Kong permanent resident aged 60 or above.

4 The number of accumulative policies represents the number of total policies in respect of loan origination and/or refinancing under the RMP and the

PRMP, respectively, since their launch.

5 Basic eligibility for the RMP and the PRMP: The applicant should generally be aged 55 or above and a holder of a valid Hong Kong identity card.
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Annuity Plan Development and Supporting the Government’s Initiative to Promote the Silver Economy
in 2025

The Group achieved record-breaking business results for
its life annuity business in 2025. The year commenced with
strong momentum, driven by the effect of the “Payout
Enhancement and Premium Discount Campaign” of the
' Annuity Plan launched in 2024 which offered a 25% increase
in monthly annuity payouts for life for the first HK$300,000 of
premium per customer and a 2% discount on the remaining
premium amount. Momentum was sustained throughout
the year alongside stepped-up promotional activities. By the
end of 2025, the life annuity business recorded strong year-
on-year growth in total premiums of approximately 106%,
reinforcing its role in helping to provide stable and lifelong income to an increasing number of senior citizens in
Hong Kong.

To support the Government's initiative to promote the silver economy, the Group intensified public education efforts.
In the second half of 2025, the Group launched a six-month panda-themed public education and outreach campaign.
The campaign featured a citywide roving exhibition that used the carefree image of pandas as a metaphor for
a joyful retirement supported by lifelong income offered by the Annuity Plan. The panda-themed campaign was
complemented by the extension of the “Mr. Well-Planned” advertising series, which drew on relatable everyday
scenarios to showcase the features of the Annuity Plan, address common questions and clarify misconceptions
about annuity products. Together, these initiatives solidified the Group's role as a trusted advocate for the financial
well-being of the silver-aged population.

Throughout 2025, the Group conducted extensive community engagement programmes. A total of 112 outreach
events were organised, reaching over 8,500 individuals through educational seminars, roadshows and strategic
collaborations. Furthermore, the Group engaged 32 organisations as partners and delivered tailor-made talks to
their employees to promote the concept of longevity risk management and introduce the importance of life annuity
products in retirement financial planning.
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Solutions for SMEs

With nearly 360,000 SMEs operating in Hong Kong, the SME
community continues to form a vital pillar of economic
growth and a key driver of employment. Despite their
resilience, these SMEs have been facing challenges in
their business operations amid uncertainties in the global
economic environment. To help tide SMEs and non-listed
enterprises over financial difficulties, the Government
provides support for bank financing to SMEs with the
80% and 90% Guarantee Products of the SME Financing
Guarantee Scheme (SFGS) under the entrusted operation
of the HKMCI.

To alleviate the cash flow challenges faced by enterprises
affected by the Coronavirus Disease 2019 (COVID-19)
pandemic, the Government launched the Special 100% Loan
Guarantee in April 2020 as a temporary special measure
under the SFGS, aiming to support enterprises that were
suffering from reduced income and to safeguard jobs. As
society returned to normal after the COVID-19 pandemic,
the Special 100% Loan Guarantee expired and ceased
accepting new applications at the end of March 2024.

Relevant ESG Impact Metrics

Over the years, the Government has introduced various
enhancement measures under the SFGS to better
support SMEs amid evolving economic conditions. Key
enhancements include progressive increases in the
maximum loan guarantee commitment and extensions of
the application periods, principal moratorium arrangements
and maximum guarantee periods. These measures have
facilitated greater access to SME financing and improved
repayment flexibility, thereby reinforcing the SFGS's role in
promoting SME resilience and economic stability.

To further help SMEs address challenges brought about
by economic restructuring, the Chief Executive of the
Government announced in “The Chief Executive's 2025
Policy Address” in September 2025 the extension of the
application period for the 80% Guarantee Product for two
years to the end of March 2028 (whilst the application
period for the 90% Guarantee Product remained until the
end of March 2026), and a further extension of the principal
moratorium arrangement for 12 months. The Government's
total loan guarantee commitment for the SFGS was further
increased by HK$20 billion to HK$310 billion. The application
period for principal moratorium was extended from 17
November 2025 to 17 November 2026.

See

Best SME's Partner Award

2025 Awarded the “Best SME’s
/g2 Partner Award 2025
by The Hong Kong General
Chamber of Small and
Medium Business

Metrics Relevant Products 2025 2024
Number of SMEs benefitted from the 80% & 90% Guarantee Products® 25,100 22,400
SFGS (since launched), after rounding Special 100% Loan Guarantee 40,050 40,000
Estimated number of employees 80% & 90% Guarantee Products® 409,700 374,400
supported’ by the SFGS (since Special 100% Loan Guarantee 400,400 400,000
launched), after rounding
6 The number of SMEs benefitted and estimated number of employees supported are calculated to avoid double counting of applications by enterprises
using both the 80% and 90% Guarantee Products.
7 The estimated number of employees supported represents the total number of employees (full-time and/or part-time) of the borrowing enterprises as

declared in their latest application for the respective product(s) under the SFGS.
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Solutions for Specified Sectors

The travel and tourism sectors were among the most
affected during the outbreak and spread of the COVID-19
pandemic. To support the business resumption of the
travel sector and the cross-boundary passenger transport
trade, the HKMCI launched the Dedicated 100% Loan
Guarantee Scheme (DLGS) in April 2023 to provide loans
fully guaranteed by the Government to eligible licensed
travel agents, owners of local tour coaches, and vehicle
owners or ferry owners/operators of cross-boundary
passenger transport. The application period for the DLGS for
Travel Sector and the DLGS for Cross-boundary Passenger
Transport Trade expired on 28 October 2024.

Meanwhile, to support Hong Kong's target to achieve zero
vehicular GHG emissions by 2050, the Government has
been actively promoting the use of electric vehicles and
has established a target of introducing about 3,000 battery
electric taxis (e-Taxis) by the end of 2027. To encourage
the taxi trade to switch to e-Taxis, the HKMCI launched the
DLGS for Battery Electric Taxis in September 2023, with
an application period of five years, to provide loans for
eligible taxi owners to replace their liquefied petroleum gas,
petrol or hybrid taxis with e-Taxis. As of the end of 2025,
more than 630 applications had been approved with loans
totalling about HK$209.1 million, facilitating the replacement
of some 630 existing taxis with e-Taxis.

Promoting Banking Stability and Local Financial
and Debt Market Development

The Group performs its role in promoting banking and
financial stability whilst executing sound risk management
practices. To achieve this core mission, the Group
maintains a proactive approach, standing ready to acquire
mortgage assets from the banking industry through the
Mortgage Purchase Programme (MPP). Also, the MIP
enables participating banks to provide mortgage loans
at higher LTV ratios without incurring additional credit
risk. It serves as a safeguard against potential losses
from mortgage defaults that exceed the established LTV
thresholds, thus contributing to Hong Kong's banking
stability. Furthermore, through the provision of the 80% and
90% Guarantee Products of the SFGS, the HKMCI extends
guarantee coverage for bank loans to eligible SMEs, helping
to reinforce the overall stability of the banking system.

As a leading corporate debt issuer in Hong Kong, the
Corporation plays a crucial role in cultivating the local debt
market. This is achieved not only through regular debt
issuances, but also by launching innovative debt products
and contributing to the evolution of the debt and financial
markets. In 2025, the Corporation maintained its position
as the most active issuer in the Hong Kong dollar (HKD)
corporate bond market and was also a major offshore
Renminbi (CNH) corporate bond issuer. The Corporation
is well placed to continue promoting the development of
the local debt market, fulfilling the investment appetite for
high-grade debt assets of both domestic and international
investors.
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Debt Capital Market Development in 2025

— HK$25.3 Billion Public Benchmark Bond
Issuance

In November 2025, the
Corporation successfully
launched and priced its
multi-currency public
benchmark bonds totalling
the equivalent of HK$25.3
billion. The issuance with
four tranches comprised
HK$10 billion 2-year, CNH
5 billion 3-year and US$1
billion 5-year bonds in a
conventional bond format, and a HK$2 billion 30-year
bond in a social bond format. It was the Corporation’s
largest-ever public bond offering. The 30-year HKD
social bond tranche was the largest-ever 30-year HKD
bond issued in Hong Kong.
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With the participation of 29 local and international
financial institutions, the issuance was well
received by a diverse group of local, Southbound
Bond Connect and international institutional
investors, attracting a combined peak orderbook
of approximately HK$80 billion equivalent and final
allocation to around 250 accounts.

This landmark multi-currency bond issuance further
solidified Hong Kong's position as Asia’s leading
international bond issuance hub and the premier
CNH business centre. It also further underscored the
Corporation’s role in fostering the development of
public bond market across various currencies and
tenors, paving the way for other issuers to better
connect with local, Chinese Mainland and overseas
investors, and was a testament to investors’
unwavering confidence in Hong Kong and the
Corporation.

In line with its missions to promote banking stability and
local debt market development and to help consolidate
Hong Kong's position as an infrastructure financing hub,
the Corporation launched the Infrastructure Financing
and Securitisation (IFS) Business in 2019. The Corporation
has since been actively participating in the infrastructure
financing market by purchasing and accumulating
infrastructure loans from commercial banks and co-
financing infrastructure projects in partnership with
multilateral development banks and commercial banks,
with a view to pursuing the securitisation of infrastructure
loans to facilitate the flow of capital into infrastructure
investments.

Since 2023, the Corporation has been leading the issuance
of ILBS in Hong Kong as a channel for directing investments
from the capital markets into infrastructure assets.
Additionally, the inclusion of a sustainability tranche within
its ILBS transactions provided investors with an option
to invest their capital in sustainable, green and socially
impactful infrastructure projects.

Successful Issuance of the Corporation’s Third
ILBS

Building on the success of the issuance of the first
and second ILBS in May 2023 and September 2024
respectively, the Corporation completed its third
ILBS issuance in October 2025. The transaction
provided professional investors with exposure to a
diversified portfolio of 28 projects spreading across
12 countries and nine sub-sectors, with a total value
of approximately US$450.5 million. This successful
issuance reaffirmed the Corporation’s dedication to
promoting banking stability and local debt market
development, and further solidified Hong Kong's
vital role as both an infrastructure financing and
securitisation hub and an international financial
centre.
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In 2025, the Corporation continued to participate in various
collaboration activities and present at industry events to
share insights on trending topics, such as bond issuance
and ESG investment, and encourage debt issuance in Hong
Kong and promote high-quality HKD debt instruments for
the investing community.

The 2nd Hong Kong Capital Markets Forum 2025
Senior Vice President (Finance) of the Corporation
was invited to participate in a panel discussion
at The 2nd Hong Kong Capital Markets Forum
2025 in January 2025. The event's theme was
“Enhancing Economic Vitality and Strengthening
Competitiveness” and it explored, among others,
the development of the Chinese Mainland’s capital
market and the role of Hong Kong in it, as well as
how Hong Kong may prepare itself for the challenges
and to seize the opportunities ahead. The event was
attended by senior officials from the Government
and professionals from the capital markets, public
sectors, academia and financial industry.

Senior Vice President (Finance) shared his
experience in arranging the Corporation’s bond
issuances and its position in the Hong Kong market
as a leading corporate debt issuer. He also shared
his views on the potential of the Hong Kong market
for debt issuance, and in particular debt issuance in
CNH to facilitate the internationalisation of Renminbi.

Supporting Hong Kong’s Financial Literacy
Engagement Activities and Educational Programmes
The Group ensures that fair and transparent information
regarding its products and services is provided to its
customers to facilitate their informed financial decision-
making and improve overall financial literacy in Hong Kong.
Educational events and seminars are regularly conducted
to keep its customers and the general public abreast of
financial and retirement planning considerations, market
trends and related product features. The Group also
remains a staunch supporter of strengthening financial
awareness in Hong Kong. In recognition of its ongoing
efforts and contributions, the Corporation was awarded
the "Merit Award” in the “Investor and Financial Education
Award 2025" by the Investor and Financial Education
Council.

The Group will continue to maintain communications
with various stakeholders, including business programme
partners and industry associations. This helps the Group
keep track of market developments and enables it to share
relevant financial information with its customers and the
general public.
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Public Education on Retirement Planning in 2025
To promote the development of the retirement
planning market in Hong Kong and introduce the
benefits of the "HKMC Retire 3" products, the Group
has organised a series of public engagement activities,
workshops and visits to foster closer ties with the
elderly population. For example, two educational
seminars were arranged at the Hong Kong Convention
and Exhibition Centre during the year, providing the
general public from all walks of life with a forum
to learn about the features of the "HKMC Retire 3"
products and how these products can be utilised to
help meet their personal financial needs, as well as the
concept of “Three Instruments of Peace” — namely
a will, an enduring power of attorney and an advance
medical directive.

To further extend the reach of the “"HKMC Retire 3"
products and promote the importance of retirement
planning, a roving truck was deployed as a mobile
information centre to tour different districts of
Hong Kong, with stops in various residential areas
to acquaint the public with retirement planning
tools. Through interactive games, exhibitions and
product enquiries, this information centre received
favourable responses from the public. Moreover, the
HKMC YouTube Channel continued to be an effective
platform for financial education and promotion, with
over 16,000 subscribers as of the end of 2025.

AMIGOS By HKMC (AMIGOS)

The Group continues to nurture its relationship with
“"HKMC Retire 3" customers and provide educational and
recreational activities through its loyalty programme,
AMIGOS. The programme regularly organises events
themed around health, sports, financial education, culture
and arts, fostering enrichment among AMIGOS members.
To encourage constructive feedback and as a reward
for customer loyalty, AMIGOS members receive useful
information and exclusive perks from time to time through
different channels and platforms, such as the AMIGOS
mobile application and website.

AMIGOS organises financial literacy workshops introducing
various digital financial platforms and tools and providing
tips for scam prevention and fraud avoidance. In order to
raise public awareness against financial scams, AMIGOS
regularly sends security reminders to its members,
helping to safeguard their financial health. In March 2025,
AMIGOS arranged a tour to the Investor and Financial
Education Council FinEd Hub, where participants learned
about investment and money habits by way of immersive,
interactive and experiential learning activities.
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During the year, AMIGOS hosted a range of upcycling workshops, such as scouring pad and natural soap workshops,
to advocate for sustainability and waste minimisation. Participants learned how to protect the environment and gained
practical experience by repurposing materials into new and useful products. In addition, AMIGOS organised guided tours
of different environmentally-friendly and cultural venues, including the CIC-Zero Carbon Park and Tai Hang Fire Dragon
Heritage Centre, so as to promote environmental friendliness as well as raise awareness of cultural heritage conservation.

From Yarn to Shine: Crochet Eco-Friendly Scouring Waste to Wonder: DIY Cleaning Essentials and
Pad Workshop Natural Soap Workshop

AMIGOS also promotes healthy and fulfilling lifestyle among its members by hosting mental wellness and physical
fitness classes. These sessions contribute to members’ well-being, providing an environment where friendships can
develop and new connections within the AMIGOS community can be formed.

Harmony in Motion: Pilates Workshop Unleash Your Inner Rhythm: Jam Dance Workshop
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Caring for the Community

As part of its commitment to contributing to the society, the Group supports various charitable and community functions.
Its volunteer team, Caring League, was set up to organise volunteering services, including those in collaboration with
external charitable organisations with values that align with the Group’s ESG goals. Staff are encouraged to participate
in charitable activities and volunteering work through Caring League’s initiatives. In 2025, the Group arranged in-house
fundraising campaigns, community outreach events such as the “Green Power Hike” and a tree-planting activity as a
team-building exercise. Furthermore, the Group promoted diversity and inclusion by hosting sign language experiential
workshops and silence workshops.

C

CARING

ORGANISATION

The Corporation has been awarded the “Caring Organisation Logo” by The Hong
Kong Council of Social Service (HKCSS) since 2008. For 2024/2025, the Corporation also
received the HKCSS's “Leading Performance Award".

333 2025

HKCSS

Mid-Autumn Festival Celebration with the Elderly “Love Rice Box" Distribution

Sign Language Experiential Workshop
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Corporate Governance

Board Oversight

A robust and effective governance framework is essential
to the maintenance of a strong culture of ethical business
practice. In the pursuit of its core missions and business
objectives, the Group holds itself to high standards of
professionalism, integrity and ethical conduct. The Group
has established a Corporate Governance Code which sets
out the principles of good governance.

In addition, the Corporation upholds effective oversight
by maintaining a Board composition with a balanced set
of skills, experiences and perspectives appropriate for the
business requirements of the Group. The inclusivity within
the Board enables consideration of different points of view,
promoting informed decision-making and enhancing the
Board's ability to assure stakeholders that their rights and
interests are well protected.

For more details about Board oversight and the related
corporate governance practices of the Group, please refer
to "Corporate Governance Report” section of the Annual
Report.

Best Corporate Governance and ESG Awards
2025

The Corporation received
a Special Mention in the
Corporate Governance Awards
(Public Sector/Not-for-profit
Organisations (Large) Category)
at the Hong Kong Institute of
Certified Public Accountants’
“Best Corporate Governance
and ESG Awards 2025",
reflecting the robustness of
its governance framework.
This award recognised the Group’s effective Board
leadership, well-defined governance structure, and
strong emphasis on transparency and oversight. It
also signalled the Group's continued commitment to
maintaining good corporate governance practices in
line with evolving regulatory expectations and market
developments.

Culture of Compliance

Business Integrity

The Group is committed to conducting its business and
operations by applying high standards of ethics, honesty
and integrity in accordance with all applicable laws and
regulations, non-statutory guidelines and codes as well as
internal policies and procedures. The Group Compliance
Policy and the Group Compliance Manual set out the
principles for sound compliance management practices that
are targeted to be integrated within the Group’s strategic
planning, internal controls, business activities and conduct.

In 2025, the Group was not aware of any significant litigation
or regulatory action pending or threatened against the
Group or any material non-compliance with relevant laws
and regulations by the Group.

Anti-Corruption

The Group adopts a zero-tolerance policy for corruption or
bribery in any form or at any level. As a “public body” under
Schedule 1 of the Prevention of Bribery Ordinance (PBO),
the Corporation, the HKMCA and the HKMCI are each
subject to specific requirements of the PBO. From time to
time, the Group arranges internal training sessions focusing
on anti-corruption and bribery, which cover anti-corruption
matters applicable to “public bodies” and “public servants”
under the PBO, conducted by the Independent Commission
Against Corruption for staff to raise and maintain their anti-
corruption knowledge and compliance. Attendance at these
sessions is mandatory for all new staff. The Group also
requires all new staff to undertake a mandatory integrity
e-learning course provided by the Independent Commission
Against Corruption.

The Group's Code of Conduct imposes rules in relation to
the management of conflicts of interest, abuse of power,
bribery and corruption, and unethical conduct in the
workplace. The Group has also promulgated procurement
policies and procedures that restrict staff from offering,
giving, soliciting or accepting any advantage or bribe to or
from contractors, suppliers or third parties connected with
its business. Any hon-compliance with the Code of Conduct,
the PBO or any other applicable laws and regulations may
lead to disciplinary action.
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Anti-Money Laundering (AML), Counter-Terrorist
Financing (CTF) and Sanctions

The Group’'s AML Procedures establish internal
requirements and procedures in relation to its compliance
with the applicable AML, CTF and sanctions laws and
guidelines. The aim is to mitigate and manage the Group's
exposure to financial crime, and safeguard the reputation
of the Group and the interests of its stakeholders. The AML
Procedures include a risk-based approach for conducting
customer due diligence, ongoing monitoring, suspicious
transaction reporting, training and record keeping.
Moreover, staff of the HKMCA are required to comply with
additional rules on AML applicable to long-term insurance
business. The Group screens and monitors potential
risks related to money laundering, terrorist financing and
sanctions. Regular risk assessments of the characteristics of
the Group's products and services are carried out to ensure
that any risks associated with money laundering, terrorist
financing and sanctions are effectively managed.

To enable staff to keep abreast of the legal and regulatory
developments which are relevant to the performance
of their duties and enhance their understanding of their
compliance obligations, the Group organises and co-
ordinates annual AML, CTF and sanctions training and
compliance knowledge test for its staff. In terms of
compliance monitoring, among other things, regular
compliance audits are carried out to assess and monitor
the Group's adherence to compliance standards.

Anti-Fraud and Whistleblowing

The Group has put in place an Anti-Fraud and
Whistleblowing Policy which helps to combat any fraud in
its business. It provides information and guidance on how
to deal with wrongdoings including deception, forgery,
extortion and fraudulent misrepresentation. Staff are
required to stay alert to any indication or signs of fraudulent
conduct in the course of their work.

The Group encourages the reporting of any suspected,
threatened or actual wrongdoing, misconduct, improper
activity or irregularity (not limited to fraud) within the Group.
The Anti-Fraud and Whistleblowing Policy sets out the
whistleblowing procedures including the circumstances,
channels, concerns and processes in the making, handling
and investigation of a report. All reports and complaints will
be treated seriously and handled on a strictly confidential
basis in accordance with all applicable laws. Bona fide
whistleblowers will also be protected from any retaliatory
action or retribution for submitting a report or participating
in an investigation of a suspected wrongdoing. All
whistleblowing cases will be investigated appropriately and
reviewed by a high-level Investigation Committee for follow-
up actions.

Protection of Intellectual Property Rights

The Group adheres to relevant laws and regulations
regarding intellectual property as it continues to leverage
its trademarks, brand names, trade secrets and other
intellectual property rights to amplify its brand recognition
and development. The Group has also employed formal
trademark registration, contractual provisions and
confidentiality procedures to protect and strengthen its
intellectual property rights.

Privacy Protection and Cybersecurity

The Group is committed to respecting and safeguarding the
privacy rights of individuals in relation to the personal data it
collects or obtains, and complying with the applicable data
protection laws and requirements including the Personal
Data (Privacy) Ordinance. It has established internal policies,
procedures and guidelines to ensure the protection of data
privacy of its staff and customers. The Group’s Privacy
Policy Statement articulates its approach to the collection
and retention of personal data in accordance with the
regulatory requirements, and its Personal Information
Collection Statements inform individuals of the purposes of
data collection, classes of persons to whom their data may
be transferred, their rights to make requests regarding their
data, and other relevant information. Staff and customer
personal data are only accessible by authorised personnel
on a need-to-know and need-to-use basis. To prevent
leakage and misuse of confidential information, the Group
employs measures such as the use of confidentiality and
non-disclosure agreements.
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Privacy-Friendly Awards 2025

The Corporation was awarded the “Outstanding Gold Award” by the Office of the Privacy Commissioner for Personal
Data, Hong Kong (PCPD) at the “Privacy-Friendly Awards 2025". Under the theme of “Safeguarding Data Security:
Marching towards a New Digital Era”, the “Privacy-Friendly Awards 2025" recognised organisations” commitment to good
data governance and their approach in enhancing data security and embracing the protection of personal data privacy in
the digital age.

Representatives from the Corporation attended the awards ceremony held in July 2025, demonstrating the Group’s
support for the promotion of high data protection and privacy standards. This award showcased the Group’s robust
privacy protection measures and frameworks to embed privacy principles into its operations and digital initiatives. It also
highlighted the Group’s dedication to safeguarding stakeholders’ personal data and continuously strengthening its privacy
risk management and compliance practices.

A short video has also been uploaded to the PCPD YouTube Channel (www.youtube.com/@PCPDHKSAR) to introduce the
Group's experience and insights in the protection of data privacy.
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To protect its systems and networks from cyberattacks
and ensure the confidentiality and integrity of its data and
information assets, the Group has developed information
security policies to manage and monitor its cybersecurity
and data risks. The information security policies establish
security standards and controls for the protection of all
critical information systems and confidential data owned by
the Group. In addition, the Group’s Cybersecurity Incident
Response Plan outlines its approach in incident response
and recovery.

In 2025, the Group continued to enhance the cybersecurity
awareness and technology risk management capabilities
of its staff through theme-based awareness training and
information sharing on recent cybersecurity trends, such
as artificial intelligence (Al) and deepfake technologies.
Furthermore, cyber defence assessments, such as security
risk assessments and audits and simulated phishing email
exercises, were conducted regularly.

The Group will also continue to invest in information
technology safeguards to meet its information security
objectives. Additionally, to implement digital transformation
and enhance its business agility, the Group will constantly
seek ways to modernise its internal systems and
applications to further improve efficiency while minimising
potential risks during its digitalisation journey.

Cybersecurity Assessment

In 2025, the Group initiated a formal assessment of
its cybersecurity measures with reference to the
Insurance Authority’s Guideline on Cybersecurity. The
assessment aimed to review its current cybersecurity
posture and align existing practices with applicable
requirements, ensuring regulatory compliance
and robust governance. The Group also engaged a
cybersecurity vendor to perform regular external attack
surface assessments, which provided valuable insights
into potential vulnerabilities and recommendations
for strengthening defences against emerging cyber
threats.

Cyber Security Staff Awareness Recognition
Scheme 2025/26

i The Corporation was awarded
the “Platinum Award” in the
"Cyber Security Staff Awareness
Recognition Scheme 2025/26"
co-organised by the Hong
Kong Internet Registration
Corporation Limited and
Information Systems Audit
and Control Association. This
award recognised the Group’s
commitment to strengthening
cybersecurity culture, enhancing staff awareness and
maintaining defence capabilities against cybersecurity
threats.

In the era of rapid digitalisation, the sophistication and
diversity of cyber threats have intensified, rendering
technical defences alone inadequate. Consequently,
staff security awareness has emerged as a vital
component of the Group’s cybersecurity posture,
and a range of resources and specialised training
programmes have been provided to staff in response
to this evolving threat landscape.
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Employment and Labour Practices

Talent Attraction and Retention

The Group attracts and grooms talented individuals to
ensure the effective performance of its core missions. It
provides staff members with competitive remuneration
packages and fringe benefits, promising career paths and
development opportunities.

The Group also adopts family-friendly practices by offering
a five-day work week to help staff maintain a good work-
life balance as well as comprehensive medical and
dental insurance plans that cover both the staff and their
dependents. The Group strives to foster a supportive and
family-friendly workplace by providing work-from-home and
flexible work arrangements. The Corporation was awarded
the Mandatory Provident Fund Schemes Authority’s “Good
MPF Employer Award” from 2014 to 2024 which was
awarded in appreciation of employers who place a high
value on their staff's retirement needs. In 2025, the Group
undertook a comprehensive review of its existing retirement
schemes, resulting in the introduction of new Mandatory
Provident Fund scheme options for staff to choose from.
These new schemes aim to provide staff with more
choices and flexibility for their retirement planning, further
demonstrating the Group’s commitment to supporting their
long-term financial well-being. With the introduction of
these new schemes, the Corporation received the “Best All-
round MPF Employer” award from the Mandatory Provident
Fund Schemes Authority in 2025.

Going forward, the Group plans to explore the inclusion of
ESG performance factors in its remuneration policies and
practices, with a view to identifying and establishing an
appropriate and balanced approach that aligns staff and
executive incentives with ESG objectives.

Diversity and Inclusion

The Group is committed to creating, promoting and
maintaining an environment that provides equal
opportunities for all staff, including in areas of recruitment,
terms and conditions of employment, promotion,
compensation and benefits, training, as well as corporate-
sponsored social and recreational programmes. As an
equal opportunities employer, the Group maintains an
Equal Opportunities Policy and is against any form of
discrimination or harassment based on sex, breastfeeding,
marital status, pregnancy, family status, disability, race,
colour, descent and national or ethnic origin. The Group
provides various facilities to cater to the diverse needs of
staff. For example, breastfeeding rooms are provided for
the comfort of nursing mothers. The Group also implements
gender-neutral and disability-inclusive recruitment and
promotion policies which are underpinned by competency-
based assessments and evaluations.

Staff Relations and Well-being

The Group provides a healthy and safe working environment.
As a caring organisation, the Group is dedicated to looking
after its staff's physical and mental health. The Employee
Support Programme offers confidential external counselling
services to staff and their family members as needed.
The topics of the counselling services may include stress
management, interpersonal relationships, mental health,
physical health and family issues. Hygiene and health tips
are regularly communicated via emails and newsletters to
raise staff awareness of physical and mental well-being. A
vaccination programme for the prevention of influenza and
health-check programmes are also offered to all staff at
discounted rates.

From time to time, the Group reviews and strengthens
its contingency measures to minimise any disruptions to
business operations. Periodic drills are organised to ensure
staff are familiar with the activation of backup facilities,
contingency plans and communication arrangements in
case of emergencies or safety concerns.

During the year, the Group was not subject to or aware
of any material issues relating to occupational health and
safety.
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Training and Development

The Group recognises the importance of ongoing training
and devotes appropriate resources to the enhancement of
its staff's professional knowledge and skills. In 2025, to help
staff expand both their technical knowledge and soft skills,
the Group arranged a series of seminars, workshops and
e-learning resources.

For example, the Group organised ESG training workshops,
with a focus on navigating climate transition and ensuring
robust ESG data governance. An in-house seminar was also
held to educate staff on recognising and mitigating common
and emerging digital scam tactics, thereby safeguarding
the Group's sensitive information. In view of the growing
role of Al in business operations, a range of Al training
programmes were implemented to equip staff across all
levels with the skills necessary to effectively integrate and
utilise Al'in their daily work.

Other than in-house training programmes, the Group
encourages continuous learning and professional
development by offering training subsidies for self-
development through external training. Sponsorship may
be granted for job-related external training and overseas
training to broaden exposure. Eligible staff may apply for
study leave and examination leave to prepare and sit for
examinations necessary for the sponsored courses or
recognised professional qualifications.

In-house Seminar: Future-proof your Digital Life — Outsmart

Scams, Al and Deepfakes

To help nurture talent for the future, the Group offers
internship programmes for undergraduates that provide
practical work experience to help them prepare for their
future careers. In 2025, the Group continued to carry out
the Manager Trainee Programme, with the objective of
identifying high-calibre young executives to be groomed
to meet the Group’s long-term staff development plan.
Throughout the three-year programme, the Manager
Trainees will undergo workplace training in different
departments, take part in corporate projects and attend
structured learning and development activities. In addition,
the Group has launched the Placement Trainee Programme
which provides undergraduates with the opportunity to
acquire valuable on-the-job exposure relating to various
departmental functions, as well as training and learning
opportunities for their career development.

Operating Practices

Procurement Management

The Group is committed to a responsible and fair
procurement process while managing its suppliers. Its
Procurement Rules and Procedures Manual outlines its
position on procurement management and sets out its
approach to due diligence, selection and tender criteria and
ongoing supervision of supplier relationships. In the process
of selecting qualified suppliers, the Group takes into
account various factors including the supplier’s reputation,
track record of business integrity, expertise, reliability and
pricing. In addition, appropriate management approvals are
required before entering into contract with a supplier to
promote accountability and good governance.

As part of the procurement management process, potential
suppliers for procurement items above a specific value are
required to complete the Vendor ESG Questionnaire. This
questionnaire is designed in accordance with the Group’s
ESG Guiding Principles to ensure alignment with its ESG
strategies and objectives.

In 2025, the Group was not aware that any of its key
suppliers had reported any non-compliance incidents in
relation to business ethics, environmental protection or
labour practices.
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Complaints Handling Procedures

The Group values feedback regarding its product and
service qualities. To manage such feedback effectively,
it has established the Enquiries and Complaints Handling
Policy which provides the framework and guidance for
handling queries and complaints by customers, business
partners, general public, media and other stakeholders. The
Group strives to ensure all enquiries and complaints are
properly and promptly attended to, logged and resolved in
an independent, objective, impartial and effective manner.
To improve its operations and better serve its customers,
the Group regularly monitors, analyses and reviews the
data on enquiries and complaints to identify trends, impacts
and timeliness of responses.

Responsible Marketing

The Group has implemented the Guidance for Marketing
Materials to ensure that its marketing materials comply with
applicable laws and regulatory requirements, respect third-
party rights and avoid any misleading content.

To supplement the Guidance for Marketing Materials
and in accordance with the ESG Statement and ESG
Guiding Principles, the Group has also adopted the
Anti-Greenwashing Guidance to promote the integrity,
transparency and accuracy of its sustainability or
environmental claims.

During the year, the Group was not aware of any reported
cases of irresponsible marketing of its products.

Technology Adoption

The Group attaches great importance to digital
transformation, with the adoption of advanced
technological solutions to optimise operations and enhance
product and service experiences. To drive the integration
of advanced technologies and data applications into day-
to-day business operations, the Group has established the
Digitalisation Office that works closely with business units
to streamline processes and improve data-driven decision-
making. During 2025, the Digitalisation Office launched an
in-house Al-powered chatbot system designed to support a
broad spectrum of workplace tasks to enhance operational
efficiency.

Meeting Environmental Concerns

Climate Risk and Opportunity Management

The Group recognises the potential risk of climate change
to its business and implements targeted management
approaches to enhance its climate resilience. The
“Climate Risk Management” and “Climate Opportunities”
sections below are intended to supplement the broader
“Incorporating ESG into Risk and Opportunity Management”
section in this report and should be read in conjunction
with it. Together, these sections provide an overview of
the Group's overall ESG (including climate-related) risk
profile and opportunity landscape as well as its practices in
managing such risks and opportunities.

Climate Risk Management

The Group is aware of the importance of effective
identification, monitoring and management of climate
risks across its businesses and operations. Climate risks
are managed through the Group’s ESG Risk Management
Framework. For further details on the ESG risk management
process, please refer to “ESG Risk Management” section of
this report.

The Group has established a climate-related risk
identification and assessment process to identify and
assess the climate-related risks across its business
functions and operations. The assessment analyses how
climate risks could be transmitted to traditional risks (see
table on the next page) and their current and anticipated
impacts on the Group.
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Examples of Climate Risk Transmission Pathways
(Current and Anticipated)®

Legal and
Climate Risks — Credit Market Operational Reputation Compliance
Risk Types and Risk Drivers Risk Risk Risk Risk Risk

Physical Risk

Acute

Increasing frequency and severity of extreme weather \ \ V V
events, such as floods, rainstorms and tropical
cyclones

Chronic

Longer-term shifts in climate patterns, e.g. higher
temperatures that cause sea-level rise

Transition Risk

Policy

Policy actions to constrain the adverse impact of J J J J J
climate change or promote mitigation to climate

change — examples include implementing carbon-

pricing mechanisms and energy transition policies

Technology

Technological advancements that support

the transition to a lower-carbon and energy- \ \ V V \
efficient economic system — examples include

new technologies to reduce GHG emissions and

replacement of obsolete technologies

Market

Shifts in supply and demand for certain commodities, V N
products and services, as climate risks and
opportunities are increasingly taken into account

Reputation

Tied to changing customer or community perceptions N N V V
of an organisation’s contribution to or detraction from
the transition to a lower-carbon economy

8 Examples of climate risk transmission pathways and effects (current and anticipated) include:

(a) Credit risk — Borrowers may fail to meet their financial obligations as a result of increased operating costs stemming from increased carbon
pricing, reduced revenue or assets devaluation. In the event of default, the recovery of the outstanding loans may be reduced due to the
devaluation of assets.

(b) Market risk — Assets may experience devaluation caused by heightened market volatility due to shifts in market expectations or occurrence of

severe weather events.
(©) Operational risk — Failure to incorporate climate policy changes into the Group's internal processes and controls may result in operational risks
and losses.
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Climate Scenario Analysis and Stress Testing
The Group conducts climate scenario analysis and stress testing to assess its climate risks in different future states, thereby
facilitating management of climate risks and building climate resilience.

The climate scenarios of the Group are formulated with reference to the Hong Kong Monetary Authority’s Guidelines
for Banking Sector Climate Risk Stress Test, market practices and scenarios developed by the Network for Greening the
Financial System and the Intergovernmental Panel on Climate Change. The impact and likelihood of climate-related risks
have been simulated in these scenarios at the macroeconomic, regional and sectoral levels.

Taking into account the potential relevance and impact of climate-related risks to its activities, the Group has conducted
scenario analysis on its mortgage businesses and IFS and treasury investment portfolios, covering both physical and
transition risks in near-term and long-term horizons and in each case focusing on those businesses and/or portfolios which
are more likely to be subject to the respective climate risk. The near-term horizon reaches up to the year 2030, and the
long-term outlook extends to the year 2050. The table below summarises the climate scenarios used by the Group.

Scenarios and Assumptions’® Risk Level®
Businesses/Portfolios Time Horizon

Likely to Be Subject
to Respective Climate
Risk Near-term Long-term

Physical Risk Mortgage businesses Low Risk Low Risk
Global climate actions remain insufficient to halt

significant global warming, resulting in adverse

change in climate patterns. This leads to irreversible IFS portfolios Low Risk Low Risk
impacts such as sea-level rise and more frequent and

severe extreme weather events

Transition Risk™ IFS portfolios Low Risk Low Risk
Climate policies are becoming more stringent,
resulting in higher carbon costs, advancement in
technologies and shift in market sentiment in driving
decarbonisation

Treasury investments Low Risk Low Risk

The Group demonstrated resilience against climate change under the scenarios, based on the position as of the end of
2025. The overall financial impact under the scenarios on the Group remained manageable.

Given the evolving nature of climate risks, the Group will keep monitoring and update the climate stress test as necessary.

? A static balance sheet assumption is adopted under all scenarios to maintain a consistent balance sheet size and composition throughout the
assessment horizon.

10 The climate risk level is determined based on the potential financial impact on and/or exposure of the businesses/portfolios under the specified climate
scenarios.

n The high transition risk scenario limits global warming to 1.5°C, aligning with the Paris Agreement.

52 The Hong Kong Mortgage Corporation Limited Annual Report 2025



Climate Opportunities
Climate change could also present the Group with opportunities to develop and invest in low-carbon assets to support a
just and orderly transition to a low-carbon economy.

The Group adopts the same approach as for the identification of ESG opportunities to identify climate-related opportunities.
Please refer to "ESG Opportunity Management” section of this report for more details.

Climate-related Opportunities

Amount and Percentage of Assets

Example of Climate-related Aligned with Climate-related Anticipated Financial
Opportunities Opportunities Effects to the Group

Access to new markets and Size and proportion of the Increase in cash flow through the
promotion of sustainable finance sustainability tranche in the third issuance of sustainable financial
by issuing green and sustainability-  ILBS issuance: products

linked instruments HK$910 million equivalent; 26.0%

Transition to Carbon Neutrality

Decarbonisation Targets

In 2021, the Government announced Hong Kong's Climate Action Plan 2050 that would lead Hong Kong towards the goal
of carbon neutrality before 2050, with the interim decarbonisation target to reduce Hong Kong's total carbon emissions
by 50% before 2035 as compared to the 2005 level. The Corporation, as a public sector entity, supports the Government’s
carbon neutrality commitments and climate action plan.

Decarbonisation Target Statements
In alignment with the Government’s carbon neutrality commitments and Hong Kong's Climate Action Plan 2050, the Group
targets to achieve carbon neutrality™ by 2050.

As an interim target, the Group strives to reduce its GHG emissions intensity' by 36% by 2035 from a 2023 base year.

The methodology used to set these decarbonisation targets was developed in 2024 with the assistance of an external
consultant to align the Group’s decarbonisation efforts with the Government'’s climate strategies, and it remained relevant
and unchanged during the year. As of the end of 2025, the Group was well on track to meet its targets, achieving reductions
in operational and portfolio GHG emissions intensity of approximately 50% and 46% respectively compared to the 2023
base year. Please refer to “Metrics” section in this report for further details of the emissions data used to monitor progress
against the Group’s decarbonisation targets.

The decarbonisation of the Group’s operations and portfolios is subject to constraints and uncertainties influenced by
various factors beyond emissions alone, such as changes in the portfolio asset mix and strategies in response to market
developments, as well as fluctuations in underlying asset valuations. Taking into consideration the evolving regulatory
landscape, market developments and industry practices, the Group's decarbonisation targets and its progress in meeting
such targets would continue to be regularly monitored, reviewed and reported to the ESGC and the Board.

12 Taking into account the nature of the Group’s businesses, portfolios, services and operations and the feasibility of data collection and quantification
including considering the relevance and/or materiality of its various emissions sources, the scope of GHG emissions for carbon neutrality and emissions
intensity calculations in respect of the Group’s decarbonisation targets currently includes Scope 1, Scope 2 and Category 3, 5, 6 and 15 of Scope 3
emissions.
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Decarbonisation Action Plan

To achieve its goal of reaching carbon neutrality across
operations and specific investment portfolios by 2050 and
contribute to Hong Kong's climate action plan, the Group
has established a decarbonisation action plan as follows
which sets out the non-exhaustive list of actions it aims to
take towards decarbonisation in the near and long term.

Carbon reduction
initiatives

e ENncourage resources conservation,
energy saving and waste reduction in
the workplace

e Retire fuel-powered company
vehicles®

e Reduce overseas business meetings
that may be effectively done virtually

e Purchase renewable energy
certificates for Scope 2 emissions

¢ Purchase carbon credits for Scope 1-3
emissions, including carbon offsets
offered by airlines

e Portfolio re-balancing through
positively shifting towards less
carbon-intensive sectors and
companies

e Increase the proportion of financing
renewables and decrease the
proportion of financing carbon-
intensive assets over time

Carbon reduction e Investment in green bonds or

investments/ corporate bonds with issuers engaged

financing in renewable projects or projects
which could generate carbon credits
(i.e. carbon creditable projects)

e Financing carbon creditable or less
carbon-intensive infrastructure
projects or projects with carbon
avoidance or carbon removal
potentials

To execute this decarbonisation action plan, the Group
will, where appropriate, prioritise and allocate resources
to the carbon reduction initiatives in its operations and
products/business programmes (as applicable) to achieve
its interim target. In the long term, the Group will explore
implementing appropriate carbon reduction actions and
investments to reduce emissions further and support Hong
Kong's emissions reduction targets. The Group will regularly
evaluate and refine its resourcing strategy based on,
among other things, overall business strategy, stakeholder
expectations, regulatory changes and technological
advancements through ongoing assessment.

The Group's decarbonisation action plan is developed based
on a number of assumptions and external dependencies
which may change over time. These include, among others,
assumptions on the continued development, availability and
affordability of low-carbon technologies, energy sources
and projects, stable implementation of climate-related
regulations, and decarbonisation of the wider power supply
network in Hong Kong or where the Group’s projects are
located. This action plan also depends on actions by the
Group’s suppliers, investees and other stakeholders to
reduce their own emissions, as well as the establishment of
enabling infrastructure such as renewable energy capacity
and energy efficiency improvements. Therefore, actual
decarbonisation outcomes may differ from those projected
if these assumptions do not materialise, or if dependencies
are delayed or outside the Group’s control. The Group will
review and if necessary, update its decarbonisation action
plan periodically to reflect evolving circumstances and
changing context.

13 In 2025, the Group retired the remaining fuel-powered car in its fleet which now consists entirely of electric vehicles.
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Integrating ESG Considerations into Business
Decision-making

The Group is committed to operating and carrying on
business in a responsible and sustainable manner. As
part of that commitment, the Group has incorporated
ESG factors into its corporate strategy and operations by
adopting its ESG Statement and ESG Guiding Principles. The
Group also established the ESGC to lead its sustainability
efforts, oversee the implementation of its ESG strategy, and
monitor and manage the associated risks and opportunities
including considering the potential trade-offs between
them. Examples of such trade-offs include balancing the
increased investment in green or sustainability-linked
assets against potential changes in cost of capital, as well
as assessing how to phase out higher-emission assets
where there may be short-term revenue impacts but long-
term benefits in portfolio resilience and alignment with
stakeholder expectations on the Group’s ESG performance.

The Group believes that integrating ESG considerations,
including climate-related factors, into its investment, lending
and business decision-making will create sustainable
value over the long term, contribute to a more sustainable
world and reduce its ESG-related risks. It has adopted the
RILBP, which establishes a framework for implementing
responsible strategies in these areas. Through ESG
integration, the Group identifies and evaluates ESG factors
within its decision-making processes, encompassing
standard risk assessments and thematic investment,
lending and business activities.

Recognising the importance of considering ESG factors
and integrating them into daily operations, business
strategy and product offerings in achieving its ESG vision,
the Group has adopted a list of ESG integration factors.
These factors cover key aspects such as office operations,

corporate governance and culture, overall strategy, product
design, and stakeholder engagement. They are designed
to facilitate the undertaking of ESG integration actions and
enable the tracking of ESG progress. To ensure robust
implementation of the ESG strategy, the Group will conduct
regular reviews of its ESG performance and policies.

Sustainable Finance and Investment

In addition to adopting the RILBP, the Corporation
established the SGS Framework to further integrate
sustainability into its core business strategy in 2022. In
2025, the Corporation updated its SGS Framework to
align with the latest market standards and include new
eligible social and green asset categories, such as access
to essential financing for the elderly, climate change
adaptation and green construction materials. The updated
framework highlights the Group’s sustainable initiatives
and demonstrates how it supports Hong Kong's long-
term sustainability goals. The Corporation will use the SGS
Framework to structure and issue green, social and/or
sustainability bonds and asset-backed securities through
public offerings or private placements, supporting the
development of assets or projects with environmental and/
or social benefits.

Pursuant to the updated SGS Framework, the Corporation
issued a HK$2 billion 30-year social bond as part of its
public benchmark bond issuance in November 2025. It was
the Corporation’s fourth social bond issuance, and was the
first social bond in Asia Pacific with proceeds being used
to support reverse mortgage loans that provide essential
financing for the elderly in Hong Kong. An annual report
on the allocation and impact of net proceeds of all the
Corporation’s social bond issuances will be published until
full allocation.

The Hong Kong Mortgage Corporation Limited Annual Report 2025 55



Environmental, Social and Governance Report

Summary of Social Bond Issuances

Round Date Description

1 October 2022 ¢ [naugural social bond issuance
e Comprised of two tranches and denominated in two currencies: HK$8 billion 2-year and
CNH 3 billion 3-year

2 September 2023 e Comprised of three tranches and denominated in three currencies: HK$9.5 billion 2-year,
CNH 5 billion 3-year and US$650 million 5-year
e Marked as the largest social bond issuance in Asia at that time

3 October 2024 e Comprised of four tranches and denominated in three currencies: HK$7 billion 2-year
and HK$8 billion 5-year, CNH 2 billion 7-year and US$850 million 3-year
e Marked as the largest social bond issuance in Asia Pacific at that time

4 November 2025 e HKS$2 billion 30-year social bond tranche as part of the HK$25.3 billion public benchmark
bond issuance
e First-ever social bond in Asia Pacific with proceeds targeted to support reverse
mortgage loans that provide essential financing for the elderly in Hong Kong

Promotion of Sustainable Finance in 2025 — HK$2 Billion 30-year Social Bond tranche as part of the
HK$25.3 Billion Public Benchmark Bond Issuance

In November 2025, the Corporation successfully launched and priced its fourth social bond of HK$2 billion with a
tenor of 30 years, as part of its HK$25.3 billion public benchmark bond issuance. It was the first social bond in Asia
Pacific with proceeds being used to support the Group’s RMP that provides essential financing for the elderly in
Hong Kong.

The RMP is one of the "HKMC Retire 3" products offering retirement planning solution for
elderly homeowners, allowing them to unlock property value for supplementary cash flow to
maintain their quality of life and meet healthcare and other livelihood needs.

This first-ever social bond tranche dedicated for reverse mortgage loans not only promoted
sustainable financing and financial inclusion for the elderly, but also contributed to the
development of the retirement planning market and silver economy in Hong Kong.

Meanwhile, the Corporation’s infrastructure loan projects and portfolios managed by its IFS Division undergo initial and
continuous environmental and social due diligence and monitoring under the IFS Environmental and Social Guidelines
to ensure effective management of ESG risks. Moreover, IFS Division funds renewable energy projects, including solar,
wind and hydropower, which provide a low-emission alternative to traditional fossil fuels and support host countries in
meeting their energy needs and reducing the emissions intensity of their electricity supply. IFS Division also invests in social
infrastructure projects, such as telecommunication and water infrastructure, promoting digitalisation and sustainable water
and wastewater management.
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Sustainable Finance Awards
In recognition of its efforts in sustainable finance and
investment, the Corporation received prestigious
awards and accolades including:

— The Hong Kong Quality Assurance Agency’'s
Hong Kong Green and Sustainable Finance
Awards 2025

o Outstanding Award for Green and

Sustainable Bond Issuer (Infrastructure)
— Largest Single Sustainability Bond

— The Asset Triple A Awards for Sustainable
Finance 2026

° Best Social Bond in Hong Kong

ESG Integration in the Third ILBS Issuance

In October 2025, the Corporation successfully
launched its third ILBS, featuring a US$117 million
sustainability tranche backed by a portfolio of
sustainable, green and social assets. Issued under
the Corporation’s SGS Framework, the sustainability
tranche adheres to the Green Bond Principles,
Social Bond Principles and Sustainability Bond
Guidelines released by the International Capital
Market Association, underscoring the Corporation’s
dedication to green and sustainable development.

The project assets are expected to deliver tangible
green and social benefits. Regarding GHG emissions
avoidance, over 147,406* tCO,e in avoided emissions
per annum are attributable to the underlying
renewable projects in the transaction.

In particular, the underlying water supply and
wastewater management project located in China
ensures access to clean and stable water supply
for both urban and rural communities, easing
the growing water stress in the country. Also,
the telecommunication project, which is located
in India, fosters digital inclusion in communities
which are generally under-developed with low
internet penetration rates by providing them with
access to basic infrastructure, particularly digital
communication. Internet connection provides people
with access to information and services, thereby
improving the overall quality of life.

y

An Operational Water Plant in China

#  Avoided emissions refer to the reductions based on what
would have been released in the absence of the project. In
the context of renewable energy, electricity generated from
renewable sources displaces fossil fuel-intensive power,
thereby avoiding the associated high emissions.
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As outlined in the RILBP, the Group integrates ESG
considerations into its investments to align business
activities with its core missions over the long term and
contribute to the society.

As part of its decarbonisation action plan, the Group plans
to invest in green bonds or corporate bonds with issuers
engaged in renewable or carbon creditable projects over
time. Similarly, for the IFS portfolios, the Corporation aims to
invest in carbon creditable projects or projects with carbon
avoidance or carbon removal potentials, contributing to its
carbon reduction efforts. The Group will continue to seek
opportunities in green finance within the context of its core
missions to support Hong Kong's vision of becoming a
leading sustainable finance hub in the region.

Green Operations

The Group implements and aims to enhance
environmentally-friendly practices within the workplace
to reduce GHG emissions and improve energy efficiency.
Aligned with the Government's carbon neutrality
commitments and Hong Kong's Climate Action Plan 2050,
the Group has developed the Green Operations Guidelines.
These guidelines serve to steer and facilitate the adoption
of eco-friendly practices, with an emphasis on two areas:
green workplace design and positive environmental impact.
Also, to support the Government's initiative to promote
the use of electric vehicles, the Group has replaced its
fuel-powered cars with electric vehicles over the past few
years. In 2025, the Group's remaining fuel-powered car
was retired, as the Group transitioned to an all-electric
fleet to reduce fuel consumption and the associated GHG
emissions.

Through various green operations initiatives, the Group
strives to achieve improved resource efficiency in its
offices. For more information on the Group’s environmental
performance at the workplace, please refer to the metrics
disclosed in “Resource Efficiency” section of this report.
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Green Workplace
The Group continues to support and implement various green initiatives to create a more environmentally-friendly office.

A major part of the Group’s business operations continues to be based in Two Harbour Square in Kwun Tong, a building
certified with the Leadership in Energy and Environmental Design (LEED) Gold status by the U.S. Green Building Council
which signifies high sustainable building standards. In addition, the Group has its office at International Commerce Centre
in West Kowloon, a building with LEED Platinum certification. Both offices are designed in an eco-conscious manner and the
agile office setting facilitates team collaboration. Other green office elements adopted include:

Office Elements Description

Office furniture and o Reuse of office furniture and equipment
equipment e Use of Cradle to Cradle Certified® carpets which are safe and responsibly made
Air-conditioning e Installation of individual air-conditioning switches to reduce electricity consumption

when not in use

Lighting e Use of LED lighting instead of fluorescent tubes
e Installation of timers for office lighting and motion sensors to reduce indoor lighting
usage
Water o Water dispensers are used to replace bottled water
Other considerations in e Provision of greenery within the offices

workplace design

Bring Your Own Cups

In 2025, the Group introduced the “BYOC (Bring
Your Own Cups)” initiative, aimed at eliminating
the use of disposable paper cups in office pantries.
To promote sustainability, staff members are
encouraged to bring their own reusable cups and
mugs for beverages. For added convenience, shared
ceramic mugs are available in the pantries for staff
and guests to use.

Potted Plants in Office
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Environmental Protection

All staff are encouraged to positively contribute to environmental protection through waste reduction and energy
conservation. Actions taken include adopting digital communication tools for paperless operations and recycling waste
paper and used toner cartridges. The Group welcomes staff suggestions for additional eco-friendly office initiatives and
encourages its suppliers to use and offer environmentally-friendly products when feasible. For instance, the workplace
utilises sustainable products such as Forest Stewardship Council-certified paper and eco-friendly pantry supplies.

In 2025, the Group launched the “Digital Declutter” programme as part of its “Go Green Trio” initiative to provide a
sustainable and responsible solution for disposing of or donating old electronic devices and ensuring thorough data
sanitisation. To promote a culture of resource conservation and waste reduction, the Group supported year-round
initiatives, including clothes recycling and books donation programmes, aimed at raising awareness about the importance
of treasuring resources and minimising waste. The Group also worked with the management services office of its office
premises to enhance waste management and monitoring of waste data. Other initiatives to reduce its environmental
footprint include:

Waste reduction ¢ Providing facilities, including recycling bins, for collection of used paper, cans and bottles
¢ Donating old computer equipment which are in good condition to charitable organisations
¢ Recycling used paper and envelopes
¢ Recycling rechargeable batteries and electronic appliances via the Government's waste
reduction and recycling programmes

e Supporting used clothes recycling programme to set up collection points in the office to collect
clothing items from staff for recycling

¢ Minimising consumption of bottled water and usage of plastic carboy containers

¢ Replacing desktop computers with laptops to facilitate paperless meetings

e |ssuing publications in electronic format, including the in-house staff publication,
HKMConnection

¢ Adopting electronic internal administrative procedures, including leave application,
performance appraisal and reservation of meeting rooms

o Utilising infographics in the office to promote reduction of paper consumption

Energy conservation e Installation of energy-saving devices, including LED lights, motion sensors and timers, to control
indoor lighting
o Utilising infographics in the office to promote reduction of energy consumption

Used Clothes Recycling Programme

Paper Recycling Bin Office Recycling Bins
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Metrics

The Group has given consideration to the HKFRS Sustainability Disclosure Standards and other relevant sustainability
reporting frameworks, such as the Hong Kong Exchanges and Clearing Limited’s ESG Reporting Code, in developing its
metrics for monitoring and reporting ESG performance. Where appropriate, additional information relating to the metrics,
including as applicable, the methods and inputs for calculation, is provided in this report to facilitate understanding of
the underlying assumptions and limitations (if any). The Group aims to continue to review and enhance its metrics and
in alignment with the Government's Roadmap on Sustainability Disclosure in Hong Kong, explore the feasibility of having
them validated by an independent third party to strengthen transparency and credibility in accordance with applicable
sustainability assurance requirements which are expected to apply to large publicly accountable entities commencing from
2030.

Environmental

GHG Emissions

Metrics 2025 2024
Operations — GHG emissions intensity 0.5 tCO e/staff 0.6 tCO,e/staff
Operations — Total GHG emissions™ 302.9 tCO,e 347.01COe
Scope 1 GHG emissions™ 9.6 tCOe 12.5tCOe
Scope 2 GHG emissions (location-based and market-based)"” 215.7 tCO,e 261.2tC0Oe
Scope 3 GHG emissions (Category 3, 5 and 6 only) 77.6 1CO,e 7331CO.e
Category 3: Fuel- and energy-related activities 7.5tC0Oe 9.2tCOe
Category 5. Waste generated in operations’® 14.8 tCO.e 13.6 tCOe
Category 6: Business travel" 55.3tCO.e 50.5 tCO,e
Portfolios — GHG emissions intensity 22.6 tC0O,e/HK$ million 31.7 tCO,e/HK$ million
outstanding outstanding

Partnership for Carbon Accounting Financials (PCAF) 24 2.6

weighted-average data quality scores®

Further details on the Group’s GHG calculation methodologies and limitations to the relevant emissions data are outlined in
the Appendix of this report.

Resource Efficiency

Metrics 2025 2024
Energy
Total electricity consumption 555,429 kwh 627,524 kWh
Total fuel consumption’ 2,755 kwh 12,979 kWh
Energy consumption per unit office area 45.8 KWh/meter? 51.1 kWh/meter?
Energy consumption per staff 933.4 kWh/staff 1,147.9 kWh/staff
1 Total operational GHG emissions consist of Scope 1, Scope 2 and Scope 3 (Category 3, 5 and 6) emissions only.
" Scope 1 emissions include fuel consumption by company vehicles and fugitive emissions from air conditioners and fire extinguishers.
1 In May 2025, the Group’s remaining fuel-powered company car was replaced by an electricity-powered vehicle, thereby resulting in a decrease in fuel
consumption and the associated Scope 1 GHG emissions.
v Scope 2 emissions include indirect emissions from purchased electricity including those used to charge the electric vehicles of the Group.
® The increase in waste generated was mainly attributable to an increase in staff in post.
9 The increase in business travel was mainly due to an increase in business volume and activities (e.g. overseas site visits and inspections for purposes
of due diligence and ongoing monitoring in infrastructure loan transactions as well as overseas training).
2 This covers financed emissions from corporate bonds, listed equities, project finance and business loans of the Group.
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Social
Products and Services
Metrics 2025 2024
Amount of monetary losses as a result of legal proceedings associated with Nil Nil
marketing and communication of financial product-related information
Accumulative amount of infrastructure loan assets securitised HK$8,297 million  HK$5,872 million
Community Investment
Metrics 2025 2024
Amount of staff donations HK$75,876 HK$11,090
Number of hours of staff volunteer services 88 hours 71 hours
Governance
Staff Demographics
Metrics 2025 2024
Staff
By gender
Female 53% 53%
Male 47% 47%
By age group
50 and above 25% 23%
40to 49 32% 34%
30to 39 35% 34%
Below 30 8% 9%

By staff category by gender
Senior staff

Female 29% 26%
Male 71% 74%
Staff turnover rate 4.7% 8.1%
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Training and Development

Metrics 2025 2024
Total staff training hours 13,969 hours 10,423 hours
Average staff training hours 23 hours/staff 19 hours/staff
Staff training by type of training

Compliance/legal knowledge 21.7% 17.5%
Information technology skills 24.4% 16.6%
Managerial/leadership skills 17.0% 11.8%
Professional/business knowledge 30.6% 43.8%
Others 6.3% 10.3%

Compliance and Risk Management

Metrics 2025 2024

Quarterly review on effectiveness of existing information and Yes Yes
technology-related processes and systems by management committees

Annual testing conducted on business continuity and data recovery Yes Yes

Quarterly submission of risk management report to the Board Yes Yes

Any material non-compliance with laws and regulations which are applicable to No No

the Group's operations
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Appendix — GHG Calculation Methodologies

Consistent with last year, the methodologies for quantifying Scope 1, 2 and 3 (Category 3, 5 and 6) GHG emissions are
based on the Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard (GHG Protocol), while the
methodologies for quantifying financed emissions are based on the PCAF — The Global GHG Accounting and Reporting
Standard Part A: Financed Emissions (December 2022)>' which conforms with the requirements set forth in the Corporate
Value Chain (Scope 3) Accounting and Reporting Standard of the GHG Protocol. The measurement approaches, inputs and
assumptions have been chosen to align with market practices for calculating GHG emissions.

The Group applies the general principles of the operational control approach outlined in the GHG Protocol, covering all
controllable release of Scope 1 and Scope 2 GHG emissions from operations over which it has operational control??. Subject
to third-party data availability and other emission measurement limitations (see next page of this Appendix), the reported
GHG emissions are intended to cover all types of GHGS specified in the Kyoto Protocol, i.e. carbon dioxide, methane, nitrous
oxide, hydrofluorocarbons, perfluorocarbons, sulphur hexafluoride and nitrogen trifluoride.

Attribution Factors and Source of Emission Factors for Financed Emissions*

Emission Source Attribution Factors

Source of Emission Factors

Project finance e Qutstanding amount

e Total project equity and debt

Business loans e Qutstanding amount
e Total equity plus debt of the

borrower

Corporate bonds e Qutstanding amount

e Total equity plus debt for bonds or
revenue of the issuer

Listed equities e Qutstanding amount

e Total equity plus debt for equity
investments or revenue of the

issuer

¢ GHG emissions data of the project, as reported
by the borrower

e Emission factors specific to the project’s energy
consumption-based or production-based
primary physical activity data

e Emission factors for the project’s sector per unit
of revenue or from similar projects

¢ GHG emissions data from the borrower in
accordance with the GHG Protocol

e Emission factors specific to the borrower’s
energy consumption-based primary physical
activity data

e Emission factors for the borrower’s sector per
unit of revenue or from similar projects

¢ GHG emissions data from Bloomberg,
sustainability report of the issuer and/or proxy
data

¢ GHG emissions data from Bloomberg,
sustainability report of the issuer and/or proxy
data

* The financed emissions from these sources are included in ‘Portfolios — GHG emissions intensity’ under “GHG Emissions” section of this report, and
the Group's other emission sources under Scope 3 (Category 15), such as those attributable to the sovereign bonds held or the MPP, are not included

in the metric as they are excluded from the Group’s decarbonisation targets.

2 In December 2025, the PCAF issued updates to its standards which introduced, among others, new methodologies for securitisations and structured
products. The Group is studying the implications of the updates and assessing the appropriate next steps for the implementation of the updated PCAF
standards.

2 For financed emissions from project finance and business loans, this covers the controllable release of Scope 1 and Scope 2 GHG emissions from

operations over which the Group’s borrowers have operational control. Alternatively, the equity share approach would be adopted in case the borrower

owns an interest but does not have operational control over the infrastructure project.
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Appendix — GHG Calculation Methodologies (Continued)
Limitations of Financed Emissions Measurements

The financed emissions disclosed in this report are subject to uncertainties relating to, among others, measurement,
consistency, reliability and data quality resulting from limitations inherent in the methodologies and the quality and
availability of data from third-party sources including borrowers. For example, in relation to project finance and business
loans, there may be variations in the way that project companies and borrowers calculate and report their emissions.
Further, where company-specific disclosures are not available, estimated and proxy data with lower data quality may be
used. It is also conceivable that for infrastructure financing, the attribution factor would increase when equity is recovered
once the commercial operations date is reached and the distribution test is met. As a result, given a higher proportion
of project emissions attributed to the lenders, the financed emissions intensity may increase. The gross emissions of
infrastructure projects may also increase due to post-completion ramp-up of assets. Additionally, the Group generally
depends on third-party data providers (e.g. Bloomberg) for investee emissions data in relation to its treasury investments,
and third-party data sets that feed into the Group’s emissions calculations may be subject to time lag in reported
emissions figures or variations in reporting timelines and methods used. While it is expected that third-party data quality
would improve over time as companies continue to expand their disclosures to meet growing regulatory and stakeholder
expectations, there may be fluctuations in data quality scores due to a number of reasons, including the processes by
which data is collected and recorded by third-party data providers.

The Hong Kong Mortgage Corporation Limited Annual Report 2025 65



Business
Review




Business Review

Performance Highlights

The major achievements of the Group for the year included:

helping homebuyers borrow a total of HK$35.2 billion
in mortgage loans through the Mortgage Insurance
Programme (MIP) in 2025

approving 8,861 applications since the launch of the
Reverse Mortgage Programme (RMP) in July 2011,
with an average property value of around HK$5.5
million

taking a total of over 16,530 policies for the life
annuity business in 2025 with total premiums of
approximately HK$9.0 billion

extending the application period of the 80% Guarantee
Product under the SME Financing Guarantee Scheme
(SFGS) for two years to end-March 2028, and the
application period for principal moratorium until 17
November 2026

approving more than 29,300 and 18,600 applications
for loans amounting to HK$125.7 billion and HK$32.7
billion since the launch of the 80% and 90% Guarantee
Products respectively, benefitting around 25,000 local
SMES and more than 400,000 related employees’

The numbers of benefitted enterprises and benefitted employees
have been adjusted to avoid double counting of enterprises using
both the 80% and 90% Guarantee Products.

approving more than 630 applications amounting to
about HK$209.1 million under the DLGS for battery
electric taxis since its launch for replacement of
more than 630 existing non-electric taxis with battery
electric taxis

being on track in executing the implementation plan of
the Group’s Infrastructure Financing and Securitisation
(IFS) business to accumulate infrastructure debt
obligations and develop the IFS brand of the Group

completing the third issuance of infrastructure loan-
backed securities (ILBS). The public issuance consists
of multiple classes of US dollar-denominated senior
secured notes backed by the cash flows from a
diversified portfolio of projects and infrastructure
debt obligations across multiple geographies and
sectors, with a total size of US$450.5 million. Within
the capital structure of the ILBS, there is an US$117
million sustainability tranche backed by social, green
and sustainable assets. The Sustainability Tranche
is issued in accordance with the HKMC's Social,
Green and Sustainability Financing Framework, which
aligns with the Green Bond Principles, Social Bond
Principles and Sustainability Bond Guidelines released
by the International Capital Market Association. It
demonstrates the HKMC's commitment to green and
sustainable development
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68

purchasing about HK$372.3 million of residential
mortgage loans

issuing HK$70.5 billion of debt securities (HK$61.2
billion of which with maturity of one year or above),
thus promoting the development of the local debt
market and maintaining the Group’s position as the
most active issuer of the Hong Kong dollar (HKD)
corporate bond market during the year, while being a
major offshore Renminbi (CNH) corporate bond issuer
in 2025

issuing multi-currency benchmark bonds with four
tranches totalling HK$25.3 billion in November 2025,
marking it the HKMC's largest-ever public bond
offering. The 30-year HKD social bond tranche is the
largest-ever 30-year HKD bond issuance in Hong Kong,
and also the first social bond issuance in Asia Pacific
with proceeds being used to support the HKMC's RMP
which provides essential financing for the elderly and
promotes a sustainable retirement market and the
silver economy in Hong Kong

maintaining the Group’s long-term foreign and local
currency ratings of AA+ by S&P Global Ratings (S&P)
and Aa3 by Moody’s Investors Service, Inc. (Moody’s)
as at end-2025, same as the HKSAR Government

safeguarding excellent credit quality, with a non-
performing loan ratio of 0.10% across all asset classes
and over-90-day delinquency ratios of 0.04% for the
mortgage insurance portfolio and 0.36% for the Hong
Kong residential mortgage portfolio

The Group maintained a solid financial position in 2025:

capital adequacy ratio of 18.1% as at 31 December
2025, which is well above the minimum requirement
of 8% stipulated by the Financial Secretary

solvency ratios of the Group’s two insurance
subsidiaries, calculated in accordance with Insurance
(Valuation and Capital) Rules (Cap. 41R) under the
Risk-Based Capital regime, were about 3.9 times for
general insurance business and 2.0 times for annuity
business as at 31 December 2025, both well above
the minimum statutory requirements stipulated by the
Insurance Authority
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General Economic Conditions

The Hong Kong economy experienced moderate growth
in 2025. Notwithstanding volatility in the financial markets
as posed by uncertainties in US trade policies and
lingering geopolitical tensions, the domestic economy was
supported by strong exports performance and improved
domestic demand, alongside government support, Chinese
Mainland’s economic stimulus measures, lower interest
rates, and stabilising asset markets. Against this backdrop,
the Hong Kong economy grew modestly during the year at
3.5% year-on-year in real terms.

Property Market

The residential property market showed signs of gradual
recovery and stabilisation in 2025, with improving sentiment
amid lower interest rates.

Overall, the number of residential property transactions in
2025 increased by 18.3% year on year to 62,832, while the
consideration of transactions recorded a 14.4% year-on-
year increase (Figure 1).

Figure 1

Agreements for Sale and Purchase of Residential Building Units
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Source: Land Registry

In general, residential property prices? recorded a growth of
3.3% in 2025, compared with a 7.1% drop in 2024 (Figure 2).

Figure 2

Private Domestic Price Index (1999 = 100)
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2 Source: The Private Domestic Price Index published by the Rating and
Valuation Department
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Mortgage Market
Notwithstanding gyrations in the interbank rates (Figure 3),
mortgage lending grew steadily during the year.

Figure 3

Hong Kong Interest Rate Trends (2025)
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Source: Hong Kong Monetary Authority

The total outstanding value of all residential mortgage loans
rose by 3.4% year-on-year to HK$2,073.8 billion at end-
2025. The gross value of new loans drawn down? increased
by 23.9% year on year in 2025, compared with a decrease
of 26.2% in 2024 (Figure 4).

3 Source: Hong Kong Monetary Authority
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Figure 4

New Residential Mortgage Loans Drawn Down
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HIBOR-based mortgages remained more favoured by
borrowers during the year. In December 2025, 89.8% of new
mortgage loans were benchmarked against HIBOR, while
BLR-based mortgages and fixed-rate plans accounted for
1.3% and 4.8% respectively. (Figure 5).

Figure 5

Pricing of New Residential Mortgage Loans Approved
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Delinquency ratio stayed low while the number of negative
equity cases declined. The over-90-day delinquency ratio of
all residential mortgage loans was steady at 0.12%-0.14%
throughout the year. The combined ratio, which includes
both the delinquent and rescheduled loans, also maintained
at 0.12%-0.14% during the year (Figure 6). The estimated
number of residential mortgage loans in negative equity
was 21,304 cases at end-December 2025, with an aggregate
value of HK$105.4 billion recorded?, compared to 38,389
cases and HK$195.1 billion at end-December 2024. These
cases were mainly related to bank staff housing loans or
residential mortgage loans under mortgage insurance
programme, which generally have a higher loan-to-value
ratio.

Figure 6

Delinquency Ratio of Residential Mortgage Loans
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4 Source: Hong Kong Monetary Authority

Banking Sector Exposure

The total outstanding value of property-related loans in 2025
amounted to HK$3,358.1 hillion, representing about 44% of
banks’ loans and advances for use in Hong Kong (including
trade financing). Of these property-related loans, private
residential properties accounted for HK$1,920.5 billion (end-
2024 HK$1,873.5 billion) and subsidised flats accounted for
HK$153.3 billion (end-2024: HK$132.7 billion) (Figure 7).

Figure 7

Loans and Advances for Use in Hong Kong and Private

Residential Mortgage Loans of All Authorized Institutions
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Asset Acquisition

On the back of ample liquidity in the market, banks have
no urgency to offload mortgage loans or other assets to
the Group. The Group is prepared to provide liquidity to the
market as and when required. In 2025, the Group acquired
mortgage assets of around HK$372.3 million which were
staff mortgage loans from the Hospital Authority.

Funding

The global economic and financial market outlook remained
uncertain in 2025, driven by factors such as the lingering
impacts of geopolitical tensions and trade barriers, and the
evolving pace of US interest rate cuts. Amidst the external
uncertainties, the Group maintained a prudent pre-funding
strategy for loan purchases and refinancing activities. Given
the Group's strong background as a wholly government-
owned entity and solid credit ratings, the Group successfully
issued debt securities totalling HK$70.5 billion in 2025, with
HK$61.2 billion having maturity of one year or above. At
the end of the year, the Group’s total outstanding debts
amounted to HK$155 billion.

As one of the most active bond issuers in Hong Kong,
the Group will continue to tap into both local institutional
and retail markets while diversifying its funding sources
into overseas institutional markets. The strategy not only
broadens the Group’s funding base but also provides
investors with high-quality debt instruments for portfolio
diversification and yield enhancement. With its robust
debt issuance programmes and strong credit standing, the
Group’s debt issues remain well received by the investment
community.

In 2022, the Group established its Social, Green and
Sustainability Financing Framework (SGS Framework)
to further integrate sustainability into its core business
strategy. In 2025, the Group updated the SGS Framework,
which included the alignment with the latest market
standards and the addition of new eligible social and green
asset categories. The updated framework also highlights
the Group's latest sustainable initiatives and demonstrates
how the Group and its subsidiaries support Hong Kong's
long-term sustainability goals.

The Group will use the SGS Framework to structure and
issue social, green, sustainability bonds or asset-backed
securities. Net proceeds will be allocated toward projects
falling within eligible social and/or green asset categories.

Medium Term Note Programme

The Group established the multi-currency Medium Term
Note (MTN) Programme in June 2007 to broaden its
investor base and funding sources in the international
market. To meet growing funding demand, the size of
the MTN Programme was expanded gradually to US$30
billion from its initial size of US$3 billion. The programme
enables multi-currency issuances and incorporates
flexible product features to increase its appeal to local and
overseas investors with different investment horizons and
requirements. An extensive dealer group comprising major
international and regional financial institutions has been
appointed to support MTN issuance and provide secondary
market liquidity. In 2025, the Group launched 105 MTN
issues with total issuance amount of HK$70.5 billion under
the MTN Programme. There were 84 issues amounting to
HK$61.2 billion with a maturity of one year or longer, while
the remaining 21 MTN issues totalling HK$9.3 billion were of
less than one year.
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The Group successfully launched its largest-ever public
bond offering, totalling HK$25.3 billion across four multi-
currency tranches, which comprised HK$10 billion 2-year,
CNH 5 billion 3-year and US$1 billion 5-year bonds in
conventional bond format; and a 30-year HK$2 billion bond
in social bond format. The issuance was well received
by a diverse group of local, Southbound Bond Connect,
and international institutional investors, attracting a
peak orderbook of approximately HK$80 billion and final
allocation to around 250 accounts. Notably, the 30-year
Hong Kong dollar (HKD) social bond represents the largest-
ever 30-year HKD bond issued in Hong Kong, and the first
social bond in Asia Pacific with proceeds being used to
support the HKMC's RMP that provides essential financing
for the elderly in Hong Kong. The RMP is one of the “"HKMC
Retire 3" products offering retirement planning solution
for elderly homeowners, allowing them to unlock property
value for supplementary cash flow to maintain their quality
of life and meet healthcare and other livelihood needs.

The Group's landmark bond transaction was honored as
the “Best Social Bond in Hong Kong"” at The Asset Triple
A Awards for Sustainable Finance 2026. This international
recognition underscores the Group’s success in promoting
sustainable financing and financial inclusion for the elderly.
Furthermore, it highlights our ongoing contribution to the
development of retirement planning market and silver
economy in Hong Kong.

Debt Issuance Programme

The Debt Issuance Programme (DIP) was established in July
1998 targeting institutional investors in the Hong Kong dollar
debt market. It was set up with an initial programme size of
HK$20 billion, which was subsequently increased to HK$40
billion in 2003. The DIP provides a flexible and efficient
platform for the Group to issue debt and transferable loan
certificates with a tenor of up to 15 years. All debt securities
issued under the DIP were matured by end-2023.

Retail Bond Issuance Programme

Dedicated to the promotion of the retail bond market in
Hong Kong, the Group pioneered a new offering mechanism
in November 2001 and established the HK$20 billion Retail
Bond Issuance Programme in May 2004. Since 2001, the
Group has issued retail bonds totalling HK$13.7 billion.
When the market conditions are favourable, the Group
aims to issue retail bonds regularly to provide an additional
investment tool for Hong Kong's retail investors.

Revolving Credit Facility Provided by the Exchange
Fund

In January 1998, during the Asian Financial Crisis, the
Exchange Fund extended a HK$10 billion Revolving Credit
Facility (RCF) to the Group. This RCF has provided the
Group with an important liquidity fallback to enable the
Group to maintain smooth operation under exceptional
circumstances so that it can better fulfil its mission to
promote banking and financial stability in Hong Kong.
Following the outbreak of the global financial crisis in
2008, the size of the RCF was increased to HK$30 billion
in December that year. In October 2020, the RCF was
further increased to HK$80 billion to provide the Group
with additional support to achieve its policy objective. Both
actions demonstrated the HKSAR Government'’s recognition
of the importance of, and further support for, the Group.
The RCF was used by the Group during times of market
stress in 1998 and 2008 to partially fund the acquisition
of Hong Kong residential mortgage assets from the local
banks. In both cases, the loans drawn under the RCF
were fully repaid with funds raised from the Group’s cost-
effective debt issuance when the markets stabilised. There
was no drawdown under the RCF in 2025.
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Credit Rating

The Group’s ability to attract investment in its debt
securities is underpinned by its strong credit ratings,
which are equivalent to those of the HKSAR Government,
according to S&P and Moody's.

Credit Ratings of the HKMC

S&P Moody's
Short-term  Long-term  Short-term  Long-term
Local Currency A1+ AA+ P-1 Aa3
Foreign Currency A1+ AA+ P-1 Aa3
Outlook Stable Stable

(as at 31 December 2025)

The credit rating agencies have issued favourable
assessments of the Group’s credit standing. Below are
extracts from the credit rating reports published by S&P and
Moody’s in July and November 2025, respectively:

S&pP

“We equalize our ratings on HKMC with the ratings on the
government of Hong Kong, the corporation’s sole ultimate
owner. This reflects our view of an almost certain likelihood
of timely and sufficient extraordinary support from the
Hong Kong government if needed. We do not assign a
stand-alone credit profile (SACP) to HKMC because it is not
a significant ratings driver. Our view of an almost certain
likelihood of extraordinary government support for HKMC is
based on our assessment of the corporation’s critical policy
role to, and integral link with, the Hong Kong government.”

"HKMC has a well-established market position with a
unique role to address local banks’ liquidity and balance
sheet management needs. ... A variety of stressful market
conditions have tested HKMC's business model. For
example, when global financial markets and the local
economy were under stress in late 2008 and early 2009,
HKMC enlarged its mortgage acquisitions in response to
banks’ requests and enhanced its mortgage insurance
program.”

“We believe HKMC benefits from the presence and
effective oversight of its experienced and competent board
members. The management team is capable, effective,
and experienced, in our view. HKMC's strategic positioning
is clear and consistent with its capability and market
conditions. The corporation has always operated within
its financial and risk management standards, which we
consider to be rigorous and clear.”

“We expect HKMC to manage its funding and liquidity with
reasonable prudence. The corporation has very strong
access to debt capital markets through its senior debt
programs. ... We expect HKMC to maintain adequate levels
of highly liquid assets to cover its short-term funding
needs.”

Moody'’s

“"HKMC is wholly owned by the Hong Kong government
for the account of the Exchange Fund. The company
and its subsidiaries carry out policy mandates, including
the promotion of financial and banking stability in Hong
Kong; wider homeownership; development of the local
debt capital markets; and development of the retirement
planning market. ... As part of its mandate to promote
banking stability, the company acts as an alternative lender
of last resort because it purchases residential mortgages
from banks in times of stress. ... HKMC has several
important policy mandates in Hong Kong. In the past seven
years, the company undertook additional policy initiatives
to reinforce its links with the government. We expect the
government to continue to leverage HKMC to support the
provision of financial services and economic development
in Hong Kong. We expect HKMC's policy role to continue.”

“We expect the government to continue to provide capital
and liquidity support to HKMC because of the company’s
policy roles and importance. ... The government injected
HKDS5 billion into HKMC to establish the annuity business in
2018, followed by an additional HKD20 billion in aggregate
capital injections from 2021 to November 2025, including
HKD12.5 billion from January to November 2025. In
December 2024, the government also injected HKD12 billion
into HKMC's general insurance subsidiary. ... In addition,
the government increased HKMC's revolving credit facility
(RCF) to HKD80 billion in October 2020 from HKD30 billion,
enhancing HKMC's liquidity position.”
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“"HKMC has very close links with the government, which
directly influences and supervises HKMC's operations
by appointing its board members and management.
Most of the members on the board of directors are from
government departments, the Executive Council and the
Legislative Council. The financial secretary serves as the
chairman and executive director of HKMC, and the Hong
Kong Monetary Authority’s chief executive serves as deputy
chairman and executive director.”

“The company has very good access to capital markets
because of its strong financial fundamentals and
government affiliation. ... As of 30 June 2025, the company
had sufficient liquid assets, including the Exchange Fund’s
RCF, to repay all of its outstanding debt.”

“In line with our general view on finance companies, HKMC
has low exposure to environmental risks. ... The company’s
public policy mandates are in line with supporting the well-
being of most Hong Kong residents and companies. ...
HKMC has not shown any governance shortfall in recent
years and its risk management framework is commensurate
with the company’s risk appetite.”

Mortgage-backed Securitisation

The Group strives to promote the development of the
mortgage-backed securities (MBS) market in Hong Kong.
MBS is an effective financial instrument that can channel
long-term funding from the debt market to supplement the
need for long-term financing generated by mortgage loans.
Banks and financial institutions can make use of MBS to
manage risks inherent in mortgage loans, such as credit
risks, liquidity risks, interest rate risks and asset-liability
maturity mismatch risks.

The Group has issued a total of HK$13.2 billion MBS since
1999. All MBS had been redeemed by 2013.

Infrastructure Financing and Securitisation

The Group launched the Infrastructure Financing
Securitisation (IFS) business in 2019 to accumulate
infrastructure debt obligations and develop the IFS brand
of the Group. In the early stage, the Group purchases
and accumulates infrastructure debt obligations from
the secondary loan market, as well as co-finances
infrastructure projects with multilateral development banks
and commercial banks in the primary market. The Group
continues to participate in a step-by-step manner in the
infrastructure financing market on commercially viable
and financially sustainable terms, while observing prudent
commercial principles and risk management policies.
In response to the rapidly changing macro-economic
environment, the Group has taken a prudent approach with
corresponding adjustment in its asset acquisition strategy
and will remain vigilant on their development. Since formal
launch of the business in 2019, the Group has accumulated
over US$3.2 hillion of infrastructure debt obligations
spreading over Asia Pacific, Middle East and Latin
America. The Group continues to team up with industry
players to facilitate the development of commercially
viable infrastructure projects globally, leveraging on the
Master Cooperation Agreement with International Finance
Corporation, Memoranda of Understanding with China
Export & Credit Insurance Corporation and 21 investment
and commercial banks.

On 17 October 2025, the Group, via Bauhinia ILBS 3 Limited
(the special purpose vehicle established for the ILBS
issuance), successfully closed a publicly rated securitisation
transaction which consists of multiple classes of US
dollar- denominated senior secured notes backed by the
cash flows from a diversified portfolio of projects and
infrastructure debt obligations across multiple geographies
and sectors, with an issuance size of US$450.5 million. The
notes (except for the subordinated notes) are listed on The
Stock Exchange of Hong Kong and offered to a diversified
group of professional investors. The Group has multiple
roles in this transaction, including the Sponsor, Retention
Holder of the subordinated notes and Collateral Manager.
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The ILBS issuances are widely recognised by industry
players and professional investors. During the year, Bauhinia
ILBS 2 Limited was awarded “Infrastructure Securitisation
Deal of the Year” by The Assets and “Securitisation Deal of
the Year” by IJGlobal Investor whilst Bauhinia ILBS 3 Limited
was awarded “Best Structured Finance Issue” by IFR Asia.
The issuances aim at enriching the local debt capital market
and promoting the securitisation market in Hong Kong.

Mortgage Insurance Programme

The Mortgage Insurance Programme (MIP) helps potential
homebuyers who have limited resources for substantial
down payment for the purchase of a property. From a
banking industry perspective, the MIP allows banks to
engage in higher loan-to-value (LTV) lending without
incurring additional credit risk and jeopardising the
stability of the banking system. The MIP creates a win-
win situation for both homebuyers and banks. Over
the years, the MIP has been established firmly as an
integral part of mortgage financing in Hong Kong. In mid-
October 2024, the HKMA further eased its countercyclical
macroprudential measures, restoring the maximum LTV
ratio for all residential properties to 70%. As banks can
offer higher LTV mortgages, the demand for MIP coverage
declined. The volume of loans drawn down under the MIP
decreased to HK$35.2 billion, from HK$47.9 billion in 2024
(Figure 8). Since 1999, the MIP has helped around 242,000
families achieve home ownership, with an aggregate loan
drawdown of HK$905.0 billion.

Figure 8

Mortgage Loan Drawn Down under MIP
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Fixed Rate Mortgage Scheme

Following the Financial Secretary’'s announcement in the
2020-21 Budget, the Group introduced fixed-rate mortgages
for 10, 15 and 20 years under the Fixed Rate Mortgage
Scheme in May 2020. It aims to provide an alternative
financing option to homebuyers for mitigating their risks
arising from interest rate volatility, thereby enhancing
banking stability in the long run. The maximum loan amount
of each private residential mortgage under the scheme is
HK$10 million. To continue filling the market gap in respect
of fixed-rate mortgage products, the scheme was made
permanent in November 2021. Starting from February 2022,
the Group determines the fixed interest rates from time
to time in accordance with factors such as cost of funds
and business and market conditions. As at end-December
2025, nine banks had joined the scheme and a total of 155
applications had been received since launch in May 2020.

76  The Hong Kong Mortgage Corporation Limited Annual Report 2025



HKMC Retire 3

To reinforce its position as a unique, trustworthy provider
of retirement planning solutions that cater for the needs of
people at different life stages, the Group launched in late
June 2021 the "HKMC Retire 3" brand, with the Reverse
Mortgage Programme (RMP), the Policy Reverse Mortgage
Programme (PRMP) and the HKMC Annuity Plan (Annuity
Plan) promoted together as a holistic solution for retirement
planning. These three products share the characteristics
of providing retirees with an immediate, stable and lifelong
stream of income after retirement. In support of the
Government's initiatives to enhance silver financial and
security arrangements for the seniors, which was one of
the five areas of the Government’s measures to boost the
silver economy announced in May 2025, the Corporation
has stepped up financial planning education for the elderly
and the general public by strengthening promotion of the
“HKMC Retire 3" products and collaborating with different
parties.

Throughout the year, the Group continued to develop and
promote these products through marketing them under the
“"HKMC Retire 3" brand, proactive customer engagement,
and expanding the distribution channels. The marketing
campaign is credited with raising public awareness on the
benefits of “HKMC Retire 3" in 2025. A promotional video
series used in the campaign has accumulated over 19
million viewings and more than 30,000 responses on online
platforms since the campaign was launched in January
2024. Public transport (e.g. bus and MTR), television and
radio advertising have also been used to connect with
the public. The HKMC YouTube Channel, with over 16,000
subscribers, continues to be an effective platform for
financial education and promotion.

The Group organised three large-scale public events in
2025 at the Hong Kong Convention and Exhibition Centre
to promote retirement financial planning and the "HKMC
Retire 3" products. These events engaged members of
the public of all ages and all walks of life and received an
overwhelming and enthusiastic response in registration
numbers. The events not only provided an opportunity
for participants to learn more about the product features
and benefits, and enabled the interested ones to join

consultation sessions to explore how the products
could suit their personal financial needs and enrich their
retirement life. As a retirement planning partner, the Group
introduced the “Three Instruments of Peace” concept (i.e.
Will, Enduring Power of Attorney and Advance Medical
Directive) during these events for people who are planning
for retirement to consider. Under this approach, participants
were encouraged to plan for all eventualities, according to
their wishes, so that they and their family members were
protected against unexpected health or other issues, such
as mental incapacity or passing. To reach a wider audience,
a mobile information centre, in the form of a roving truck,
was deployed to tour across Hong Kong and station in
various residential neighbourhoods to familiarise the public
with the "HKMC Retire 3" products through interactive
games, informative displays and product enquiries. The
Group also organised a series of talks in collaboration with
different sectors such as banks, insurance companies, large
corporations and non-governmental organisations (NGO) to
promote retirement planning. “"HKMC Retire 3" has to date
successfully helped over 40,000 customers to enhance the
quality of their retirement lives.

The Group values the overall quality of retirement life of
its customers. Hence, the loyalty programme “AMIGOS By
HKMC" (AMIGOS) was launched in 2019 to introduce new
concepts and provide useful information on achieving a
fruitful and worry-free life with financial stability. Response
to the loyalty programme has been encouraging. As at end-
December 2025, the AMIGOS had recruited over 14,000
members. During the year, AMIGOS organised a series of
engagement activities, including workshops, guided tours,
events and seminars on financial literacy with extended
topics, such as “Three Instruments of Peace”, digital financial
platforms, etc., and also conducted public education on
environmental friendliness, which received overwhelming
responses. These activities not only encouraged members
to live a fulfilling retirement life, but also provided ample
opportunities for direct interactions with members who
could potentially refer more new customers to the Group.
AMIGOS also recruited information subscribers who were
not yet eligible for AMIGOS membership but were interested
in receiving relevant information. Some of the information
subscribers subsequently joined the PRMP, the RMP and/or
the Annuity Plan and became members of the AMIGOS.
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As a staunch supporter of improving financial literacy in
Hong Kong, the Group was awarded the “Investor and
Financial Education Award (Public/Professional Body and
NGO) Merit Award 2025" by the Investor and Financial
Education Council. In addition, the Group was presented
with the “Gold Pioneer for Contribution to Livable City Living
Award — Promote Silver-friendly Product” by the Hong Kong
Quality Assurance Agency in recognition of its contributions
in supporting the elderly population, enhancing their quality
of life and contributing to a more inclusive and livable urban
environment for the elderly. The Group is committed to
maintaining a sustained focus on helping citizens establish
proper retirement financial planning concepts through
continuous education and promotion.

Reverse Mortgage Programme

With the Group’s ongoing efforts in educating the public
on retirement solutions, receptiveness to the RMP has
continued to grow. More and more people welcome the
idea of using the RMP as an instrument to generate a stable
stream of monthly income after retirement. The Group has
been offering fixed-rate mortgage plans under the RMP
since September 2018. The Group constantly monitors
longevity risk, property price risk and interest rate risk and
make adjustments to the programme as appropriate to
mitigate the associated risks. In particular, adjustments
were implemented in March 2025 including a reduction
of payouts, increasing the interest rate of the floating-rate
mortgage plan and extending the fixed-rate period of the
fixed-rate mortgage plan from 25 years to 30 years. During
the year, 739 applications were received under the fixed-
rate mortgage plan, accounting for 78% of the 942 RMP
applications received in 2025.

Policy Reverse Mortgage Programme

To provide an alternative retirement planning option, the
Group launched the PRMP in May 2019 by replicating the
business model of the RMP. As at the end of December
2025, around 210 PRMP applications had been received
since the programme’s launch, among which around
50 were drawn down during the year. The Group has
established a mechanism with insurance companies and
insurance broker companies for the referral of potential
customers, which contributed to the majority of PRMP
applications received in 2025. Joint promotions were
staged with the insurance companies and insurance
broker companies to promote the PRMP and the RMP as a
holistic solution for retirement planning. The Group has also
established collaboration with large corporations in Hong
Kong to provide retirement planning information and PRMP
and RMP promotional offers to their existing and retired
staff.

Life Annuity Business

The Group achieved record-breaking business results for
the life annuity business in 2025. The year commenced with
strong momentum, driven by the enduring effect of the
HKMC Annuity Plan’s Payout Enhancement and Premium
Discount Campaign launched in 2024, which offered a 25%
increase in monthly annuity payouts for life for the first
HK$300,000 premium of new applications per customer,
alongside a 2% discount on the remaining premium amount.
Momentum was sustained throughout the year alongside
stepped-up promotional activities. By the end of 2025, the
life annuity business recorded strong year-on-year growth
in total premiums of approximately 106%, reinforcing its
role in providing stable, lifelong income to an increasing
number of senior citizens in Hong Kong.
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To support the Government's initiative to promote the silver
economy, the Group intensified public education efforts. In
the second half of 2025, the Group launched a six-month
panda-themed public education and outreach campaign.
The campaign featured a citywide roving exhibition that
used the joyful, worry-free lifestyle of pandas as a metaphor
to showcase retirement financial planning concepts and
encouraged retirees to achieve a stable and prosperous
“Panda Mode” retirement through the creation of a
lifelong income stream. The panda-themed campaign was
complemented by the extension of the “Mr. Well-Planned”
advertising series, which drew on relatable everyday
scenarios to showcase the features of the Annuity Plan,
address common questions and dispel misconceptions.
Together, these initiatives reinforced the Group'’s role as a
trusted advocate for the financial well-being of the silver-
aged population.

Throughout 2025, the Group conducted extensive
community engagement programmes. A total of 112
outreach events were organised, reaching over 8,500
individuals through educational seminars, roadshows,
and strategic collaborations. Furthermore, the Group
engaged 32 organisations as partners and collaborated
with organisations to deliver tailor-made talks to employees
to promote the concept of longevity risk management
and introduce the importance of life annuity products in
retirement financial planning.

In response to the rising trend of cross-boundary retirement
within the Guangdong-Hong Kong-Macao Greater Bay
Area (GBA), the Group commenced exploring initiatives
to support customers planning to reside in, or receive
elderly care within the GBA. During the year, the Group
conducted site visits to elderly care and medical facilities
across the GBA. These visits deepened the Group's
understanding of regional retirement infrastructure and
helped identify potential collaboration opportunities, laying
the groundwork for future support initiatives. In parallel, the
Group collaborated with industry partners to organise joint
seminars to update senior citizens on the latest trends and
developments in retirement in the GBA.

SME Financing Guarantee Scheme

The 80% and 90% Guarantee Products under the SME
Financing Guarantee Scheme (SFGS) are backed by the
Government's guarantee commitment. The 80% Guarantee
Product was launched in May 2012 to help SMEs obtain
loans for general working capital or purchase of equipment
or other assets to support business operations. The 90%
Guarantee Product was launched in December 2019 to
provide additional support to smaller-sized enterprises
and businesses with relatively less operating experience to
obtain financing. The guarantee fees are set aside to pay
default claims from participating lenders and out-of-pocket
expenses to be incurred under the arrangement, with any
shortfall to be borne by the Government.

Introduced in April 2020 during the COVID-19 epidemic,
the 100% Guarantee Product aimed to alleviate the burden
of paying wages and rents by SMEs which suffered from
reduced income, thereby helping to minimise enterprise
shutdowns and layoffs. The loans are fully guaranteed by
the Government and sold to the HKMC after loan drawdown
by participating lenders. The application period for the 100%
Guarantee Product expired in end-March 2024.

In the 2025 Policy Address, the Chief Executive announced
a series of measures to strengthen support for SMES amid
economic restructuring, including the extension of the
application period for the 80% Guarantee Product for two
years to the end of March 2028, and a further extension
of the principal moratorium arrangement for 12 months.
The application period for principal moratorium has been
extended correspondingly until 17 November 2026.
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A total of 35 Authorized Institutions participate as lenders
under the SFGS. As at 31 December 2025, the Group had
approved more than 29,300, 18,600 and 67,100 applications
for loans amounting to HK$125.7 billion, HK$32.7 billion and
HK$143.9 billion since the launch of the 80%, 90% and 100%
Guarantee Products respectively, benefitting around 25,000
local SMEs and more than 400,000 related employees®
under the 80% and 90% Guarantee Products, and around
40,000 local SMEs and around 400,000 related employees
under the 100% Guarantee Product. Over 53,500 approved
loans have opted for the principal moratorium, including
around 11,900 since the extension of principal moratorium
arrangement as announced in the Chief Executive’'s 2024
and 2025 Policy Address, by borrowers under all Guarantee
Products.

Dedicated 100% Loan Guarantee Schemes

Following the Financial Secretary’s announcement in the
2023-24 Budget, the Group launched the Dedicated 100%
Loan Guarantee Schemes (DLGS) to support the business
resumption of the cross-boundary passenger transport and
travel industries, and to encourage taxi owners to replace
their existing liquefied petroleum gas, petrol or hybrid taxis
with battery electric taxis (e-Taxis).

The DLGS for Travel Sector aimed to assist licensed
travel agents and local tour coach registered owners in
resolving short-term funding difficulties, hiring staff as
soon as practicable and accelerating operational capability
enhancement, to complement the pace of resumption of
inbound and outbound tourism activities.

The objective of the DLGS for Cross-boundary Passenger
Transport Trade was to allow eligible registered vehicle
owners or ferry operators/owners of cross-boundary
passenger transport to apply for loans for the purpose of
vehicle or ferry repair and maintenance, buying insurance,
etc. with a view to resuming services as soon as possible.

5 The numbers of benefitted enterprises and benefitted employees
have been adjusted to avoid double counting of enterprises using
both the 80% and 90% Guarantee Products.

The DLGS for e-Taxis, which aims to promote the use of
e-Taxis as one of the Government’s measures to develop
green transport and help achieve the carbon neutrality
target of Hong Kong, provides low interest rate loans fully
guaranteed by the Government for eligible taxi owners to
purchase e-Taxis to replace their liquefied petroleum gas,
petrol or hybrid taxis.

The DLGS for the cross-boundary passenger transport and
travel industries were launched on 29 April 2023. The Group
has approved 227 applications for a total loan amount
of HK$0.22 billion, benefitting about 120 licensed travel
agents and helping some 650 vehicles resume service. The
application period expired on 28 October 2024.

The DLGS for e-Taxis was launched separately on 4
September 2023 for a five-year application period. As at the
end of December 2025, more than 630 applications for a
total loan amount of HK$209.1 million had been approved
for replacement of more than 630 existing non-electric taxis
with battery electric taxis.

The 100% Personal Loan Guarantee
Scheme

Following the Financial Secretary’s announcement in the
2021-22 Budget, the Group launched the 100% Personal
Loan Guarantee Scheme (PLGS) in April 2021 to provide a
supplementary financing option to individuals suffering from
cessation of main recurrent incomes from employment
in Hong Kong amid the COVID-19 epidemic. The PLGS
is backed by the Government’s financial commitment
of HK$15 billion. The Group is designated as the loan
purchaser and the administrator of the PLGS.

Given the local economic recovery and decreased
unemployment rate, the application period of the PLGS
expired at the end of April 2023. The Group has approved
around 67,000 applications for a total loan amount of
HK$4.7 billion, benefitting more than 59,000 borrowers.
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Financial Review

The global economy and financial markets navigated
a complex landscape in 2025. The global economic
environment experienced significant volatility and
turbulence in the first half of 2025 due to factors such
as trade conflicts and geopolitical tensions. In particular,
widespread imposition of reciprocal tariffs in early April and
expansionary fiscal policies by the US Government rekindled
US inflation concerns, prompting the Federal Reserve (Fed)
to adopt a more cautious monetary policy approach. The
global trade tensions eased somewhat in the second half
of 2025 as the US struck preliminary bilateral agreements
with a number of other economies and reached consensus
with China on major trade issues in late October. These
developments, coupled with successive interest rate
cuts by the Fed from September, which increased the
liquidity conditions in overall monetary environment, were
conducive to the global economic growth performance.

In Chinese Mainland, the economy remained resilient
despite the challenging external environment and recorded
5.0% growth in 2025, meeting its official annual growth
target. Driving this growth were the economy’s sound
economic fundamentals, a vast domestic market, ample
policy space, and the Central Government’s continued
implementation of a proactive fiscal policy and appropriately
accommodative monetary policy.

In Hong Kong, the economy registered robust growth of
3.5% in 2025, an acceleration from the 2.6% growth in 2024
and marking the third consecutive year of expansion. The
growth momentum strengthened progressively over the
course of 2025, driven by a continued surge in exports
and gradual improvement in domestic demand. Amid mild
domestic cost and external price pressure, consumer price
inflation stayed modest and recorded an increase of 1.1%
over a year earlier. The labour market softened slightly,
with the unemployment rate increasing to 3.8% in the
fourth quarter of 2025 from 3.1% in the fourth quarter of
2024. The residential property market began to recover,
recording a 3.3% annual increase in 2025, its first year-on-
year gain since 2021, supported by falling mortgage rates
and stabilised market sentiment.

Amid uncertain market conditions, the Group’s core
operations remain resilient and stand ready to face any
financial turbulence ahead in performing its strategic policy
roles and attaining its social objectives with strong financing
capability and solid capital position.

Income Statement

Financial Performance

Net loss of the Group for the year was HK$109 million
(2024: a net loss of HK$418 million). The improved results
were driven by increased income from placements with
the Exchange Fund which was bolstered by rising annuity
premiums and capital injections made to the HKMCA during
2025 and to the HKMCI in late 2024, along with a recovery in
property market benefitting the reverse mortgage business,
the increase in net interest income and the revaluation gain
of US dollar exposures in cash and debt investments. These
gains were partially offset by the higher accounting loss in
the annuity business resulting from a surge in new policies
written and the negative accounting impact of lower
discount rate on insurance liabilities revaluation.

For better assessment of the financial performance, after
excluding (i) the accounting results of the annuity business,
(i) the impact of property price change on reverse mortgage
business; and (iii) effect of accounting adjustments of loan
portfolios with insurance cover provided by the HKMCI at
consolidation level', the adjusted profit for the year and
return on equity would be HK$1,497 million (2024: HK$787
million) and 5.2% (2024: 4.8%) respectively. The embedded
value of annuity business under the Insurance Ordinance
basis was about HK$24.4 billion which comprised HK$21.5
billion of total equity and HK$2.9 billion of present value of
future profits, indicating a solid financial position to develop
the business in the long term.

The capital adequacy ratio of the Group stood solid at
18.1% (2024: 19.9%) S0 as to preserve capital for business
development. The respective solvency ratios of the
Group's two insurance subsidiaries as at 31 December
2025, calculated in accordance with Insurance (Valuation
and Capital) Rules (Cap. 41R) under the Risk-Based Capital
regime, were about 3.9 times (2024: 4.0 times) for general
insurance business and 2.0 times (2024: 1.7 times) for
annuity business, each well above the minimum regulatory
requirements.

1 As required by the Hong Kong Financial Reporting Standard 17
“Insurance Contracts”
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Table 1

Summary of financial performance 2025 2024
HK$ million  HKS million
Operating loss before impairment (245) (518)
Loss before tax (257) (553)
Loss for the year (109) 418y
Return on equity (0.2)%2 (1.5)%?
Cost-to-income ratio 264.9%?> (232.9)%?
Capital adequacy ratio 18.1% 19.9%
2 After adjustments to exclude (a) the accounting results of the HKMCA,

(b) the impact of property price change on the insurance results of
the reverse mortgage business; and (c) the accounting adjustments
in respect of loan portfolios with insurance cover provided by the
HKMCI, the adjusted profit for the year, return on equity and cost-
to-income ratio for 2025 would be HK$1,497 million, 5.2% and 19.3%
respectively (2024: HK$787 million, 4.8% and 27.6% respectively).

Net Interest Income

The HKMC Group earned a net interest income of HK$786
million, HK$168 million higher than that for 2024. The
increase was mainly attributable to the improvement in net
interest spread and the enlarged debt investment portfolio.
The net interest margin was 0.5% (2024: 0.4%) (Table 2).

Table 2
Net Interest Income 2025 2024
HK$ million  HK$ million
Net interest income 786 618
Average interest-earning assets 159,391 169,946
Net interest margin® 0.5% 0.4%
3 After excluding the impact of the purchase of loans with the special

100% loan guarantee under the SFGS and the DLGS under which
the Group only recovered the funding costs without any net interest
margin earned, the adjusted net interest margin would be 0.9% (2024:
0.8%).

Insurance Service Result

Insurance service result, which reflected insurance revenue
less insurance service expenses, taking into account
the impact of reinsurance contracts held, was a loss of
HK$1,409 million for 2025 (2024: a loss of HK$1,627 million).
Insurance revenue mainly reflects the consideration to

which the HKMC expects to be entitled in exchange for
the provision of insurance contract services in the form of
contractual service margin (CSM) release, while insurance
service expenses comprise the incurred claims and other
incurred insurance service expenses and losses on onerous
groups of contracts and reversals of such losses. The
improved insurance service results were mainly due to
favourable impact upon the recovery in property market
in 2025 benefitting the reverse mortgage business, partly
offset by higher losses on new annuity policies written
driven by an increase in policies written largely attributable
to the clearance of spillover effects of policies relating to
the enhanced annuity payouts campaign launched in 2024.

Insurance Finance Expenses, Net

Insurance finance expenses comprise the change in the
carrying amount of insurance contracts liabilities arising
from the effect of the time value of money, financial risk
and changes therein. Insurance finance expenses, net
amounted to HK$2,602 million for 2025 (2024: HK$405
million). The increase in insurance finance expenses was
mainly attributable to the increase in insurance contract
liabilities of annuity business driven by the lower discount
rates adopted at the end of 2025 as compared to that of
2024,

Other Income

Other income was HK$3,373 million (2024: HK$1,258 million),
mainly representing investment income of HK$3,174 million
(2024: HK$1,374 million) from placements with the Exchange
Fund, gain of HK$99 million (2024: a loss of HK$211 million)
arising from fair valuation adjustments at consolidation
level for the loans with insurance cover by the HKMCI,
an exchange gain of HK$64 million (2024: a loss of HK$28
million) arising primarily from revaluation of US dollar and
offshore renminbi exposures in cash and debt investments,
and a gain of HK$10 million (2024: a gain of HK$79
million) from change in fair value of financial instruments
which largely represented the marked-to-market gain of
derivatives for the purpose of hedging interest rate risk.
The above exchange gain represented the net results of
the exchange difference from the financial assets and the
marked-to-market revaluation on corresponding hedging
derivatives for managing their foreign currency exposures.
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Operating Expenses

The Group continues to maintain stringent cost controls
to contain expenses and improve operating efficiency.
Amid the increase in resources utilised for supporting
the Group’s core missions and certain policy initiatives
of the HKSAR Government, operating expenses (net of
recovery of operating expenses from the special 100% loan
guarantee under the SFGS and DLGS, and expenses directly
attributable to the insurance cashflows incorporated in
the insurance service result) increased by 9% to HK$3%94
million (2024: HK$362 million), less than budget. Without the
recovery of HK$151 million (2024: HK$166 million) from the
special 100% loan guarantee under the SFGS and DLGS, and
the incorporation of HK$315 million (2024: HK$286 million)
included in insurance service result, the gross operating
expenses for 2025 would be HK$860 million (2024: HK$814
million). Staff costs, which were contained at 58.9% of
gross operating expenses before taking into account the
costs recovery from the Government and incorporation into
insurance service result, amounted to HK$507 million (2024:
HK$493 million).

Allowance for Impairment

Asset quality remained strong, with the delinquency ratio
of the Group’s mortgage portfolio staying low at 0.36%*
(2024: 0.16%). A provision on impairment allowance of
HK$11.4 million was made in 2025 (2024: HK$34.9 million) in
accordance with the approved provisioning policy. During
the year, there was no loans written off (2024: Nil) with a
recovery of HK$0.2 million (2024: HK$0.1 million) from loans
written off previously.

4 Attributed to four loans amounted to HK$10 million (2024: six loans
amounted to HK$4.4 million).

Segmental Analysis
Table 3 below sets out the profit/(loss) before tax
contributed by various business segments for 2025.

Table 3

Asset
Purchase Inter-
segment
Insurance Elimination Total
HK$ milion ~ HK$ million  HK$ million

and  General Life

Insurance
HKS million

Servicing
HKS million

Year ended 31 December 2025

Profit/(Loss) before tax kil 117 (1,890) 205 (257)
Year ended 31 December 2024
Profit/{Loss) before tax i (174) (519 () (553)

The profit before tax in 2025 for asset purchase and
servicing was HK$311 million, mainly attributable to the
net interest income from bank deposits, debt investment
portfolio and loan portfolio, partly offset by operating
EXpenses.

General insurance’s profit before tax in 2025 was HK$1,117
million, mainly attributable to placement income from the
Exchange Fund, CSM amortisation from the mortgage
insurance business and net interest income earned from
bank deposits and debt investments, partly offset by the
loss on onerous contracts from reverse mortgage insurance
business and operating expenses.

Life insurance recorded a loss before tax of HK$1,890
million in 2025, mainly attributable to the loss in insurance
service results of annuity business in particular from
surge of new policies written largely driven by spillover
effects of enhanced annuity payouts campaign launched
in 2024 and the negative accounting impact of lower
discount rate adopted at the end of 2025 on insurance
liabilities revaluation. Such loss was partly mitigated by the
placement income from the Exchange Fund. The embedded
value of the annuity business at the end of 2025 was about
HK$24.4 billion, indicating a solid financial position to
develop the business in the long term.
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Loan Portfolio

During the year, the Group acquired infrastructure loans of
about HK$6.3 billion (2024: HK$3.5 billion), loans with the
special 100% loan guarantee under the SFGS and DLGS of
about HK$0.4 billion (2024: HK$5.2 billion), and residential
mortgages of about HK$0.4 billion (2024: HK$0.4 billion).
After accounting for prepayments and repayments of
loan portfolios during the year, the outstanding balance
of the loan portfolio was HK$78.6 billion (2024: HK$95.5
billion), comprising mainly loans with the special 100%
loan guarantee under the SFGS and DLGS, infrastructure
loans and residential mortgage portfolio at amortised
cost of HK$63.5 billion, HK$8.7 billion and HK$2.9 billion
respectively, and residential mortgages at fair value through
profit or loss of HK$3.5 billion.

Investment Securities

The Group adopts a prudent, low-risk approach in managing
its surplus funds and investment activities in accordance
with the investment guidelines approved by the Board. As
at 31 December 2025, the total investment portfolio was
HK$30.1 billion (2024: HK$18.8 billion), largely comprising
high-quality conventional debt investments which are
monitored and reviewed by ALCO, as well as infrastructure
related bonds which are secured by project assets and
other typical security package for infrastructure financing
and are monitored and reviewed by IFSIC. There was no
default loss from investment securities.

Placements with the Exchange Fund

As at 31 December 2025, the placements with the Exchange
Fund was HK$72.4 billion (2024: HK$49.2 billion) which
solely comprised the capital investments of the HKMCI and
HKMCA and premium investments of the HKMCA.

Insurance Contract Liabilities and Reinsurance
Contract Liabilities

Insurance contract liabilities and reinsurance contract
liabilities, mainly consisting of the estimated present
value of future cashflows, risk adjustment and the CSM,
amounted to HK$36.7 billion (2024: HK$25.0 billion) which
comprised HK$30.4 billion (2024: HK$19.0 billion) and HK$6.3
billion (2024: HK$6.0 billion) for life and general insurance
business respectively.

The Group operates the MIP on a risk-sharing basis with
approved reinsurers. At the end of 2025, the total risk-in-
force was about HK$104.8 billion (2024: HK$115.5 billion),
of which HK$11.5 billion (2024: HK$12.2 billion) was ceded
to approved reinsurers. The risk-in-force exposure borne
by the Group decreased to HK$93.3 billion (2024: HK$103.3
billion).

The Group operates the RMP as an insurer to provide
mortgage insurance cover for a premium on reverse
mortgage loans advanced by participating lenders in Hong
Kong. After taking into account the undrawn future payout
of reverse mortgage loans along with the reinsurance
arrangement, the risk-in-force exposure borne by the Group
increased to HK$23.0 billion (2024: HK$21.4 billion), with the
corresponding outstanding loan balance totalling HK$10.8
billion as at 31 December 2025.

Debt Securities Issued

In 2025, the Group issued HK$70.5 billion of debt securities
under the MTN Programme, including the multi-currency
benchmark bonds with four tranches at a total issuance
volume of HK$25.3 billion equivalent (comprising HK$10
billion two-year, CNH5 billion three-year and US$1 billion
five-year public bonds, and HK$2 billion 30-year social
bond). All the non-Hong Kong dollar debts issued under the
MTN Programme were hedged into Hong Kong dollars or
US dollars. The Group continued to adopt a prudent pre-
funding strategy, with the total outstanding balance of
the debt securities maintained at HK$155.2 billion as at 31
December 2025 (2024: HK$148.3 billion).
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Capital Management

To ensure the Group would not incur excess risk when
expanding its business and balance sheet in proportion
to its capital base, capital adequacy and the use of capital
were monitored closely by the Group. During the year,
the Group was in compliance with the Guidelines on
Capital Adequacy Ratio (Guidelines) issued by the Financial
Secretary with reference to the Basel Il risk-based capital
adequacy framework.

In accordance with the Guidelines, the calculation of the
CAR follows the basis of consolidation for financial reporting
with the exclusion of regulated subsidiaries, which are
subject to separate requirements on the maintenance
of adequate capital (i.e., the HKMCI and the HKMCA, as
regulated by the Insurance Authority). After excluding
the investment cost of these unconsolidated regulated
subsidiaries, the CAR remained solid at 18.1% as at 31
December 2025 (31 December 2024: 19.9%), well above the
minimum ratio of 8% stipulated in the Guidelines on CAR.

The respective solvency ratios as at 31 December 2025,
calculated in accordance with Insurance (Valuation and
Capital) Rules (Cap. 41R) under the Risk-Based Capital
regime, of the Group’s two insurance subsidiaries were
about 3.9 times (31 December 2024: 4 times) for general
insurance business and 2.0 times (31 December 2024: 1.7
times) for annuity business, both well above the minimum
statutory requirements stipulated by the Insurance
Authority.

Dividend

Having considered the capital requirements for business
development, no dividend was declared for 2025 (2024: Nil).
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Risk Management

The Group operates on prudent commercial principles.
The principle of “prudence before profitability” guides
the design of the overall risk management framework,
disciplines as well as day-to-day business execution. Over
the years, the Group has continuously made refinements
to its risk management framework to reflect changes in the
markets and its business strategies.

The Board is the highest decision-making authority
of the Group and holds ultimate responsibility for risk
management. The Board, with the assistance of the
Corporate Risk Management Committee (CRC), has the
primary responsibility of formulating risk management
strategies in the risk appetite statement and of ensuring
that the Group has an effective risk management system
to implement these strategies. The risk appetite statement
defines the constraints for all risk-taking activities, and
these constraints are incorporated into risk limits, risk
policies and control procedures that the Group follows to
ensure risks are managed properly.

The CRC is responsible for overseeing the Group's various
types of risks, reviewing and approving high-level risk-
related policies, overseeing their implementation, and
monitoring improvement efforts in governance, policies
and tools. Regular stress tests are reviewed by the CRC to
evaluate the Group’s financial capability to weather extreme
stress scenarios.

The CRC is chaired by an Executive Director, with members
including the Chief Executive Officer, Senior Vice Presidents,
General Counsel and senior staff from the Risk Management
Department.

Under the steer of the CRC, the Group manages primarily
credit risk, market risk, longevity risk, property price risk,
operational risk, legal and compliance risk, leveraging
risk, and environmental, social and governance (ESG) risk
arising from its businesses through various management
committees such as the Infrastructure Financing
and Securitisation Investment Committee (IFSIC),
Infrastructure Financing and Securitisation Collateral
Manager Committee (IFSCMC), Credit Committee (CC),
Transaction Approval Committee (TAC), Asset and Liability
Committee (ALCO), Operational Risk Committee (ORC),
Longevity Risk Committee (LRC) and Environmental,
Social and Governance Committee (ESGC). Other than
the IFSIC, which is chaired by an Executive Director, all of
these management committees are chaired by the Chief
Executive Officer with members including the relevant
Senior Vice Presidents, General Counsel, and senior staff
from the relevant functional departments.

The insurance subsidiaries have their own Risk Committee
(RC) to monitor insurance risk and other relevant risks. Each
RC is chaired by an Executive Director of these subsidiaries,
with members including the Chief Executive Officer and the
relevant senior staff of these subsidiaries. The RC of the
HKMCA includes independent and non-executive directors
to provide independent risk oversight of its operation.

Credit Risk

Loan Assets and Guarantee Portfolio

The Group maintains loan and guarantee portfolios of retail
and commercial loan assets, which primarily comprise
mortgage loans. Credit risk is the Group’s primary risk
exposure. It is the default risk presented by loan borrowers
and counterparties.

(@) Default risk
The Group adopts a four-pronged approach to
safeguard and maintain the credit quality of its assets,
Mortgage Insurance Programme (MIP) and SME
guarantee portfolios:

J careful selection of counterparties, including
Approved Sellers, Approved Servicers, Approved
Reinsurers and Lenders,

o prudent eligibility criteria for asset purchase,
insurance and guarantee applications;

88  The Hong Kong Mortgage Corporation Limited Annual Report 2025



° effective due diligence processes for mortgage
purchase, default loss, insurance and guarantee
claims; and

° enhanced protection for higher-risk
transactions.

Losses may arise from the recovery shortfalls of
defaulted loans under the Mortgage Purchase
Programme (MPP). To mitigate this risk, the Group
establishes prudent loan purchasing criteria and
conducts due diligence reviews as part of the loan
purchase process to maintain the credit quality of
loans. In addition, depending on the projected risk
exposure of each underlying loan portfolio, credit
enhancement arrangements are agreed upon with
Approved Sellers on a deal-by-deal basis to reduce
potential default losses.

Losses may also arise from a default on loans under
the MIP’s insurance coverage. To mitigate this risk,
each MIP application is underwritten by the Group
in accordance with a set of eligibility criteria and
each claim from a participating bank is reviewed
by the Group to ensure the fulfilment of all MIP
coverage conditions. To reduce the risk of possible
concentration of this default risk, the Group transfers
a portion of the risk-in-force to Approved Reinsurers
through reinsurance arrangements.

Similarly, losses may arise from a borrower’s
default on loans in the SME guarantee portfolio. The
borrower’s default risk of each guarantee application
is assessed by the lender in accordance with their
credit policies. In addition, the Group adopts prudent
eligibility criteria, conducts administrative vetting and
credit reviews to better understand the credit quality
of the applications, and carries out a due diligence
review on each default claim to ensure the loan’s
compliance with the Group's eligibility criteria and the
lenders’ internal credit policies.

®)

(©

@)

Credit performances of the loan and guarantee
portfolios are tracked and reported on a regular
basis to closely monitor any emerging risks, and to
implement risk-mitigating measures in a timely way.

Seller/Servicer counterparty risk

Counterparty risks may arise from the failure of an
Approved Seller/Servicer of an acquired portfolio to
remit scheduled payments to the Group in a timely
and accurate manner.

The Approved Sellers/Servicers are subject to a risk-
based eligibility review and ongoing monitoring of
their loan servicing quality and credit standing.

Reinsurer counterparty risk

Reinsurer counterparty risk refers to the failure of
an Approved Reinsurer to make claim payments to
the Group. To mitigate reinsurer counterparty risk
effectively, the Group has a framework in place for
the assessment of mortgage reinsurers’ eligibility and
requested collateral on the risk exposures.

The Group performs annual and ad-hoc reviews of
each Approved Reinsurer to determine the eligibility
for ongoing business allocation and risk-sharing
portions.

Treasury counterparty risk

Treasury counterparty risk arises when there is
a delay or failure from treasury counterparties to
make payments with respect to treasury instruments
transacted with the Group. Treasury counterparties
are managed by a rating-based counterparty
assessment framework and a risk-based counterparty
limit mechanism. The treasury counterparties are
continually monitored and the counterparty limits are
adjusted based on the assessment results.

Furthermore, the Group has set up bilateral collateral
arrangements with swap counterparties to mitigate
treasury counterparty risk.
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(e) Lender risk
The Group is exposed to lender risk in SME lending
that arises from: (a) a lender’s underwriting being
non-compliant with its credit policy; (b) a lender’s
loosely formulated credit policy that is not specific
enough or sufficiently defined for compliance; and
(c) the moral hazard of a lender being less prudent in
underwriting a guarantee-protected application. The
Group manages lender risk through the review of the
lenders’ credit policies and the due diligence reviews
on claims.

()  Insurer counterparty risk

Insurer counterparty risk arises when there is a
delay or failure from the life insurer in meeting its
obligations under the life insurance policy assigned
to the Group under the Policy Reverse Mortgage
Programme (PRMP). To mitigate insurer counterparty
risk, the life insurance policy to be assigned to the
Group must be issued by an insurer authorised under
the Insurance Ordinance. Furthermore, the insurers
are subject to ongoing monitoring.

The CC or RC, as appropriate, is responsible for setting the
credit policies and eligibility criteria and is the approval
authority for accepting applications to become Approved
Sellers/Servicers under the MPP, Approved Reinsurers
under the MIP and Reverse Mortgage Programme (RMP),
Approved Lenders under the SME Financing Guarantee
Scheme (SFGS) and eligible treasury counterparties. It
is also responsible for setting risk exposure limits for
counterparties. The CC and RC monitor the operating
environment closely and put in place timely risk-mitigating
measures to manage the credit risk.

The TAC or RC, as appropriate, conducts in-depth analysis
of pricing economics and associated credit risks for
business transactions, while taking into consideration the
latest market conditions and business strategies approved
by the Board.

Infrastructure Loans

Credit risk arises when the counterparty to a financial
instrument fails to meet its contractual obligations, leading
to potential or actual financial losses to the Group. The
credit risk related to the IFS business is managed through
prudent underwriting criteria, in-depth due diligence
reviews conducted by in-house experts and independent
consultants, exposure management through divestment
or other risk sharing arrangement. All investments have
taken into consideration the transaction structures with
appropriate risks and returns, acceptable project risks and
mitigation measures, including delay risk, construction
risk, performance risk, operational risk, commercial risk,
financial risk, counterparty risk, concentration risk, legal and
compliance risk, regulatory risk, political risk, currency risk,
interest rate risk and environmental and social risks, subject
to ongoing monitoring and a review mechanism. The Group
also adopts a robust internal credit rating methodology
and a loss given default methodology to evaluate expected
losses arising from an infrastructure loan default.

In terms of the risk governance structure, a dedicated
division, inclusive of a risk control unit, performs the credit
assessment, day-to-day monitoring, reporting and risk
management of infrastructure investments. The IFSIC is the
governing forum to manage the infrastructure investments
and is responsible for overseeing compliance with
applicable rules, guidelines and policies, and for approving
and monitoring the infrastructure investments and issuance
of infrastructure loan-backed securities (ILBS). The Group
has established the IFSCMC as the governing forum of
the collateral management business for the Bauhinia ILBS
programme.

Market Risk
Market risk arises when the Group’s income or the value
of its portfolios decreases due to adverse movements in
market prices. Market risk consists of interest rate risk,
asset-liability maturity mismatch risk, liquidity risk and
currency risk.

(@ Interest rate risk
Interest rate risk arises when changes in market
interest rates affect the interest income associated
with the assets and/or interest expenses associated
with the liabilities.
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The primary objective of interest rate risk
management is to limit the potential adverse effects
of interest rate movements. The interest rate risk
faced by the Group is two-fold, namely interest rate
mismatch risk and basis risk. The Group makes
prudent use of a range of financial instruments,
mainly interest rate swaps, t0 manage interest rate
mismatch risk.

The Group also uses the duration gap (i.e. the
difference in interest rate re-pricing intervals between
assets and liabilities) as an indicator to monitor,
measure and manage interest rate mismatch risk.

Depending on the prevailing interest rate outlook and
market conditions, the Group proactively re-balances
the duration gap of its asset-liability portfolio under
the guidance and supervision of the ALCO.

Basis risk represents the difference in benchmark
rates between the Group’s Prime-based interest-
earning assets and its HIBOR-based interest-bearing
liabilities. Over the past few years, the Group has
consciously adopted a strategy that acquires more
HIBOR-based assets. As a result, the Prime-HIBOR
basis risk for the Group has been substantially
reduced.

Asset-liability maturity mismatch risk

Asset-liability maturity mismatch risk can be more
specifically characterised as reinvestment risk and
refinancing risk. Reinvestment risk refers to the risk
of a lower return from the reinvestment of proceeds
that the Group receives from prepayments and
repayments of its loan portfolio. Refinancing risk is the
risk of refinancing liabilities at a higher level of interest
rate or credit spread.

Reinvestment risk is managed through the ongoing
purchase of loan assets to replenish the rundown in
the retained portfolios, and through the investment of
surplus cash in debt securities and cash deposits, to
fine-tune the average life of the overall asset pool.

©

The Group manages its refinancing risk through
flexible debt issuance with a broad spectrum of
maturities. This serves to adjust the average life of
the overall liability portfolio in a dynamic fashion. In
addition, refinancing risk can be mitigated by adjusting
the maturities of assets in the investment portfolio, or
off-loading loan assets through securitisation.

The Group uses the asset-liability maturity gap ratio to
measure, monitor and manage asset-liability maturity
mismatch risk to ensure a proper balance between
the average life of the Group's assets and liabilities.

Liquidity risk

Liquidity risk represents the risk of the Group not
being able to repay its obligations such as the
redemption of maturing debt, or to fund committed
purchases of loan portfolios. Liquidity risk is managed
by monitoring the daily inflow and outflow of funds,
and by projecting the longer-term inflows and
outflows of funds across the full maturity spectrum
and under different market conditions.

Given its strong background as a wholly government-
owned entity and its solid credit rating, the Group
is efficient in raising funds from debt markets with
both institutional and retail funding bases. This
advantage is supplemented by the Group's portfolio
of highly liquid investments, which is held to enable
a swift and smooth response to unforeseen liquidity
requirements. The HK$80 billion Revolving Credit
Facility from the Exchange Fund further provides the
Group with a liquidity fallback even if exceptional
market strains last for a prolonged period.

The Group manages pre-funding prudently through
well-diversified funding sources (Table 1). Such
diversification allows the Group to pursue a pre-
funding strategy at the lowest possible cost, while
offering safeguards against the difficulty of raising
funds in distorted market conditions.
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Table 1: Current Funding Sources for the Corporation

Funding Source Description
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Currency risk

Currency risk arises from the impact of foreign
exchange rate fluctuations on the Group's financial
position and foreign currency-denominated cash
flows. The Group manages its currency risk strictly in
accordance with the investment guidelines approved
by the Board and under the supervision of the
ALCO, which sets daily monitoring limits on currency
exposure.

To ensure adequate checks and balances, transaction
execution is segregated among the front, middle
and back offices which are assumed by the Treasury
Department, the Risk Management Department, and
the Operations Department, respectively.

The ALCO is responsible for the overall management
of market risk. It follows the prudent risk management
principles and investment guidelines approved by the
Board. Regular meetings are held to review the latest
financial market developments and formulate relevant
asset-liability management strategies.

Placements with the Exchange Fund

The HKMCA places its annuity premium receipts in
the Investment Portfolio (IP) and Long Term Growth
Portfolio (LTGP) of the Exchange Fund to earn an
investment return. Furthermore, the HKMCA and the
HKMCI have been placing their paid-up capital and
retained earnings to the IP since April 2019 to manage
the return on capital. The Group is exposed to market
risk when the investment return falls short of the
expected level. The risk of loss could result from
adverse movements in interest rates, equity prices,
property prices and foreign exchange rates. The
Group actively monitors and reviews the investment
portfolio to determine the strategic asset allocation
between IP and LTGP.

The RCs of the HKMCA and the HKMCI are the
governing forums for managing all risks arising from
their placements with the Exchange Fund.

Longevity Risk

Longevity risk under the RMP and the PRMP refers to the
heightening risk of longer payouts. The longer the payout
and loan period, the larger the loan balance will accrue over
time, and the lesser the buffer will be from the enforcement
of collateral to cover the outstanding loan balance. A 10ss
may arise if there is a shortfall in the recovery amount after
the disposal of the property under the RMP or the claim of
death benefits of the life insurance policy under the PRMP.

Longevity risk under the HKMC Annuity Plan (Annuity Plan)
is the risk that the actual life expectancies of annuitants
are longer than expected, resulting in a longer stream of
monthly payouts, which in turn could materially impact the
long-term sustainability of the Annuity Plan.

The Group takes on longevity risk through setting prudent
actuarial assumptions in mortality rates as well as future
improvement in life expectancy. An annual risk analysis
is conducted to assess the potential financial impact of
longevity risk, as well as the interaction among the various
risk factors under the RMP, the PRMP and the Annuity Plan.
The mortality assumptions are reviewed on a regular basis.

The LRC is the governing forum that manages the longevity
risk of the Group. Its duties include approving longevity risk
management policies, hedging transactions and reviewing
longevity experiences and exposures of the Group. It also
monitors and analyses the general trend, technological
changes and their implications for human longevity.
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Property Price Risk

Property price risk arises from fluctuation in the value of
property that acts as collateral for the Group’s loan and
guarantee portfolios under the MPP, MIP and RMP. The
Group manages property price risk by soliciting valuations
from professional surveyors on each property securing
a loan purchase or loan application, setting prudent
assumptions in the recoverable value of the collateralised
property, restricting maximum loan-to-value ratios of the
loans under the relevant programmes and conducting
stress tests to examine the impact of adverse market
conditions.

The CC and RC are the governing forums that manage the
property price risk of the Group.

Operational Risk

Operational risk represents the risk of losses arising from
inadequacies, or the failure of internal processes, people or
systems, or external interruptions.

The Group actively manages operational risk with its well-
established internal controls, authentication structures and
operational procedures. The operational infrastructure is
well designed to support the launch of new products in
different business areas. Rigorous reviews are conducted
before the implementation of operational or system
infrastructure to ensure adequate internal controls are in
place to mitigate operational risk.

To ensure an efficient and effective discharge of daily
operations, the Group pursues advanced technological
solutions alongside robust business logistics and controls to
carry out its operational activities and business processes.
The Group also implements prudent measures to institute
appropriate checks and balances, thereby ensuring its
operations are controlled properly. Effective internal
controls help minimise financial risk and safeguard assets
against unauthorised use or loss, including the prevention
and detection of fraud, as well as cybersecurity threats.

In relation to cybersecurity and information risk, which
represents the loss of confidentiality, integrity or availability
of information and systems that may have an adverse
impact to the Group, the following specific measures have
been implemented to mitigate such risks:

Preventive security architecture design, risk assessments
and awareness programs;

. Detective measures to identify abnormal system activities
in pre-empting cybersecurity threats;

. Continuous collection and analysis of external cybersecurity
threats for ongoing control enhancement; and

. Establishment of structural response plans to minimise
the impact of potential security events.

To ensure all line functions in the Group maintain an
effective operational risk and internal control framework,
the ORC establishes key risk indicators to track the key
operational risk items and monitor the effectiveness of the
risk-mitigating measures. Operational risk incidents are
also reported for operational risk management. In addition,
the ORC provides directions and resolves issues related to
policies, controls and the management of operational issues
as well as ensuring prompt and appropriate corrective
actions in response to audit findings related to operational
risks and internal controls.

Legal and Compliance Risk

Legal and compliance risk arises from the failure to
comply with statutory or regulatory obligations and any
unenforceability of legal documents in safeguarding the
interests of the Group.

The Corporation manages such risk with the assistance of
the Legal Office (including the Compliance Function).

The Legal Office, headed by the General Counsel, advises
the Group on legal matters. When new products or business
activities are considered, the Legal Office will advise on
the relevant laws and the necessary legal documentation.
Where appropriate, external counsel will be engaged to
assist the Legal Office in providing legal support to the
Group.
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The Compliance Function is part of the Legal Office and
is led by the Chief Compliance Officer, who reports to the
Chief Executive Officer through the General Counsel. Where
appropriate, the Compliance Function will engage external
counsel to advise on compliance matters.

The ORC is the governance committee for legal and
compliance risk.

Leveraging Risk

To ensure the Group would not incur excessive risk when
expanding its business and balance sheet in proportion
to its capital base, the Financial Secretary acted as the
regulator of the Group and issued the Guidelines on Capital
Adequacy Ratio (CAR) taking reference principally from
the Basel Il risk-based capital adequacy framework. The
minimum CAR is set at 8%. As at 31 December 2025, the
Group's CAR was 18.1%.

The prudent use of regulatory capital is monitored closely in
accordance with the capital guidelines. The Chief Executive
Officer reports the CAR and the daily minimum ratio to the
Board of Directors on a quarterly basis. An early warning
system is also in place. If the CAR drops to the threshold
level of 14%, the Chief Executive Officer will alert the
Executive Directors and consider appropriate remedial
actions. If the CAR falls to 12% or below, the Board of
Directors will be informed and appropriate remedial actions
will be taken.

The capital requirements of the insurance subsidiaries are
subject to the regulatory requirements of the Insurance
Authority. As at 31 December 2025, the respective solvency
ratios of the HKMCA and the HKMCI were at about 2.0 times
and 3.9 times.

Environmental, Social and Governance Risk

ESG issues pose potential risk on the Group’s operations,
reputation and performance. The Group manages ESG risk
under the ESG risk management framework, which mainly
includes ESG risk appetite, ESG risk assessment, climate risk
stress testing and monitoring risk level by ESG risk metrics.
The ESGC is the governance committee for managing the
ESG risk.
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Corporate Governance Report

Corporate Governance Practices
The missions of the Corporation are to promote:

o stability of the banking sector

o wider home ownership

o development of the local debt market

o development of retirement planning market.

The Corporation operates on prudent commercial
principles and is committed to ensuring a high standard of
corporate governance to improve the overall accountability,
transparency and long-term sustainability of its operations.
The Corporation’s corporate governance practices are
set out in its Code approved by the Board. The Code is
premised on the principles of fairness, transparency,
accountability and responsibility to all stakeholders and has
been issued to the sole shareholder, Directors and staff
members. The Code is also available on the Corporation’s
website (www.hkmc.com.hk).

Monitoring of compliance with the Code starts with self-
assessment by each department each year, which is to be
followed by an independent review by the Chief Internal
Auditor of the Control Self-assessment Forms completed
by each department. A compliance report will then be
submitted to the Board for review. The Board is empowered
to require that appropriate action be taken in relation to any
non-compliance.

In February 2026, the Chief Internal Auditor conducted an
independent review of the Control Self-assessment Forms
provided by each department in relation to the compliance
with the Code for 2025. Based on the audit findings on the
Corporation’s internal control systems and the completed
Control Self-assessment Forms for the year, the Chief
Internal Auditor was of the opinion that the Code had been
complied with in all material respects.

Enhancements to the Corporate Governance
Code

Maintaining a robust and sensible framework of corporate
governance for the effective and prudent management of
the Corporation is always a top corporate priority. To ensure
that the Corporation’s corporate governance practices are

commensurate with the best standards, the Corporation
will review the Code from time to time and will adopt any
relevant development in corporate governance practices.

Sole Shareholders

All the shares of the Corporation are held by the
Government of the Hong Kong Special Administrative
Region for the account of the Exchange Fund.

The Board

The Board is responsible for leading the Corporation and
promoting its success in an accountable and effective
manner. To provide strategic leadership and effective
control of the Corporation, the Board meets in person
at least four times a year to oversee the Corporation’s
business strategy and policies, budgeting and planning,
organisational and financial performance, risk management,
human resources as well as community relations. In order
to ensure that well-balanced decisions are made by the
Board, the composition of the Board includes officials from
the Government, and representatives from political parties,
banking sector and the accounting and legal professions.
Directors are encouraged to attend Board meetings to
ensure that issues are properly discussed.

The Code requires that Directors are provided with
appropriate information before Board meetings to enable
them to be updated on the affairs of the Corporation, and
make informed decisions at the meetings. During the year
under review, four Board meetings were held.

The Code also requires Directors to avoid situations which
may, or may be seen to, compromise their personal
judgement or integrity in the performance of their duties as
Directors of the Corporation or lead to conflict of interests.

Directors are requested to declare their or their respective
connected entities” material interests in any matter to be
considered by the Board. If a Director or any of his or her
connected entities has a conflict of interests in a matter
to be considered by the Board, such Director will abstain
from, and not be counted in the quorum in respect of,
voting on such matter at the Board meeting. In respect
of each financial reporting period, the Corporation will
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seek confirmation from Directors in respect of their and
their respective connected entities’ material interests
in significant transactions, arrangements or contracts
involving the Corporation or its subsidiaries. Material
related-party transactions between the Corporation and its
counterparties will be identified and disclosed in the notes
to the financial statements each year in accordance with
the Hong Kong Financial Reporting Standards.

As at 31 December 2025, there were 13 Directors all of
whom were duly appointed by the shareholder of the
Corporation. Information about Directors is set out in the
Board of Directors section of the Annual Report and also
available on the Corporation’s website. All Directors, other
than the four Executive Directors, are non-executive and
are not actively involved in the day-to-day management of
the Corporation. Non-Executive Directors, however, do play
an important role in bringing their independent judgement,
considerable knowledge and diverse expertise to the
Board’s deliberations which in turn provide effective steer
to Management in pursuit of the Corporation’s policies. The
Corporation does not remunerate its Directors.

For newly appointed Directors, the Corporation will provide
an induction briefing on the business activities, strategies
and objectives of the Corporation.

The term of a Non-Executive Director is generally one
year. Under the Articles of Association of the Corporation,
all Non-Executive Directors will retire at the next Annual
General Meeting following their appointment but are eligible
for re-election.

The Corporation maintains a directors’ and officers’ liability
insurance policy for its Directors and officers against legal
proceedings and other claims arising in the course of
discharge of their duties in respect of the Corporation.

Chairman and Chief Executive Officer

During 2025, the Hon. Paul Chan Mo-po was the Chairman
and Mr Colin Pou Hak-wan was the Chief Executive Officer.
The roles of Chairman and Chief Executive Officer were
separate and not performed by the same individual, which
ensured a clear division of responsibilities between the
Board and the executive functions of the Corporation’s
Management. The Board is responsible for laying down

strategic direction and business guidelines, approving
financial objectives and closely monitoring the Corporation’s
performance on an ongoing basis. The Chief Executive
Officer, who is accountable to the Board, is responsible for
leading Management in implementing the Board's decisions
in a proper and efficient manner. The Chief Executive
Officer also ensures that adequate information relating to
the Corporation’s business is reported to the Board on a
regular basis.

Company Secretary

The Company Secretary is accountable to the Board and
its main duty is to ensure that all company secretarial
procedures are followed by the Corporation and the Board.
In addition, the Company Secretary ensures that Board
Papers are provided to Directors in a timely manner prior
to each Board meeting. Directors have access to the advice
and services of the Company Secretary with a view to
ensuring that applicable laws, rules and regulations are
complied with in respect of Board proceedings.

The schedule for 2025 Board meetings was provided to
Directors in advance to facilitate Directors’ attendance
at Board meetings. The Code requires that Board Papers
should generally be sent to Directors at least seven days
before the relevant Board meeting so that Directors could
be properly briefed before the Board meeting. Board Papers
typically contain comprehensive background or explanatory
information about the agenda items and include supporting
documents, analyses, research findings, projections,
budgets and forecasts, where appropriate. However, any
Director adjudged to have a conflict of interests in an
agenda item for the Board meeting will not be provided with
the relevant Board Paper.

All the minutes of Board meetings and Audit Committee
meetings are generally taken in sufficient detail, including
the matters considered, decisions reached, concerns
raised by Directors and dissenting views expressed at
the meetings. All minutes of Board meetings and Audit
Committee meetings are kept by the Company Secretary
and made available for inspection by any Director, except
where a Director has a conflict of interests in any matter
discussed under an agenda item, the relevant minutes or
materials would be withheld from such Director.
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Audit Committee

During the year under review, the Audit Committee
comprised the following members:

o Ms Ivy Cheung, Non-Executive Director
(Chairman of the Audit Committee)
(appointed on 11 July 2025)

o Mr Howard Lee, Executive Director

o Mr Paul Tse, Non-Executive Director

J Ms Margaret Kwan, Non-Executive Director

o Mr Clement Chan, Non-Executive Director
(membership ceased upon retirement as Non-
Executive Director on 9 June 2025)

The Audit Committee is responsible for reviewing the
Corporation’s financial statements, the composition
and accounting principles adopted in such statements,
the results of the financial audits, and the Corporation’s
management procedures to ensure the adequacy and
effectiveness of its internal control systems.

The Audit Committee holds regular meetings with
Management, the Chief Internal Auditor and external
auditor. The Audit Committee also meets on an ad hoc
basis to consider special issues requiring its attention. The
Chairman of the Audit Committee summarises the reviews
conducted by the Audit Committee, and highlights any
major issues in a report for submission to the Board for
Directors’ consideration. In 2025, the Audit Committee held
two meetings.

Internal Auditor

The Group Internal Audit (GIA) Department operates
independently of Management and plays a major role in
assessing the internal control systems of the Corporation.
The GIA Department is led by the Chief Internal Auditor, who
reports directly to the Chairman of the Audit Committee
on all matters relating to the Corporation’s internal
controls. The Chief Internal Auditor also reports to the Chief
Executive Officer on day-to-day administrative matters of
the GIA Department, and has authority to communicate
directly with the Chairman of the Audit Committee without
reference to Management.

Each year, the Audit Committee formally approves the
annual Internal Audit Work Plan drawn up by the Chief
Internal Auditor based on his independent risk assessment
and observations of relevant risk management topics
discussed at meetings of the Operational Risk Committee
and the Corporate Risk Management Committee.
In accordance with the annual Internal Audit Work
Plan, the GIA Department adopts a risk-based audit
approach in conducting its independent reviews of the
Corporation’s internal control systems. After each review,
the GIA Department discusses the audit findings and
recommendations with the relevant department heads,
Senior Management and Executive Director. Internal audit
reports are submitted to the Audit Committee for review
and, thereafter, to the Board for information.

Over the years, Management has adopted an active approach
in considering audit findings and recommendations made
by the Chief Internal Auditor and has closely monitored
their implementation.
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External Auditor

The Corporation’s external auditor is PricewaterhouseCoopers.
Detailed information in respect of the auditor’'s remuneration
is disclosed in the Corporation’s financial statements. The
auditor is allowed to communicate freely with the Chief
Internal Auditor and the Audit Committee. To ensure
its independence with respect to the Corporation, the
auditor would issue a letter, on an annual basis, to the
Audit Committee to confirm its independence based on
the requirements under Part 4A of the Code of Ethics for
Professional Accountants of the Hong Kong Institute of
Certified Public Accountants. For the purpose of the audit
of the Corporation’s financial statements for the year
ended 31 December 2025, PricewaterhouseCoopers has
confirmed its independence to the Audit Committee.

Financial Reporting

The Corporation aims to present a clear, balanced and
comprehensible assessment of its performance, financial
position and prospects to its stakeholders and the general
public. Directors are responsible for the preparation of
the financial statements, and there is a statement by
the auditor regarding its reporting responsibilities in the
Independent Auditor’'s Report on such financial statements.
Directors are to ensure that financial statements are
prepared so as to give a true and fair view of the financial
status of the Corporation. The annual and interim results of
the Corporation are announced in a timely manner after the
end of each relevant period.

Internal Controls

The Board has the overall responsibility for the
Corporation’s internal control systems and, through
the Audit Committee, conducts periodic reviews on the
adequacy and effectiveness of the systems.

Various committees have been established to ensure the
efficient operation and prudent risk management of the
Corporation. These include the Corporate Risk Management

Committee and Infrastructure Financing and Securitisation
Investment Committee which are both chaired by an
Executive Director to oversee the risks of the Corporation
from an enterprise-wide perspective, and the Operational
Risk Committee, the Credit Committee, the Transaction
Approval Committee, the Asset and Liability Committee, the
Longevity Risk Committee, the Environmental, Social and
Governance Committee and the Infrastructure Financing
and Securitisation Collateral Manager Committee, each
chaired by the Chief Executive Officer. Each of these
committees has clear and well-defined terms of reference.
The risk management framework of the Corporation is set
out in the Risk Management section of the Annual Report.

The internal control systems are designed to provide
reasonable assurance against material misstatement or
loss, manage risks of failure in the operational processes
and the attainment of business objectives, safeguard assets
against unauthorised use, ensure the maintenance of
proper accounting records for internal use and publication,
and ensure compliance with policies and applicable
legislation and regulations.

Compliance Reporting

The Compliance Function is part of the Legal Office and
is established for focused management of regulatory and
compliance risk.

The Compliance Function is led by the Chief Compliance
Officer who reports to the Chief Executive Officer through
the General Counsel. In accordance with the Group
Compliance Policy and the Group Compliance Manual
of the Corporation, the Compliance Function monitored
and advised departments of the Corporation on their
compliance practices with a focus on conflict of interests,
anti-corruption, competition, privacy and personal data
protection, anti-money laundering and counter-terrorist
financing, sanctions and environmental, social and
governance matters for 2025. The Compliance Function
conducted compliance audit work in 2025 to help ensure
robust compliance practices.
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To provide transactional support, the Compliance Function
undertook reviews of and participated in the sign-off of
key programmes and programme enhancements during
the year. It also organised training to strengthen staff
knowledge on compliance matters. To enhance staff
knowledge on compliance matters, Compliance Function
implements an annual compliance test with different
modules for relevant staff from different departments and
subsidiaries of the Corporation.

Code of Conduct

The Corporation requires the highest standards of integrity
and conduct from its staff members. The requirements
and the relevant legal obligations are clearly set out in the
Corporation’s Code of Conduct which forms part of the
Staff Handbook. The Code of Conduct sets out, in particular,
provisions in regard to potential conflicts of interests that
may arise between personal interests of staff members
and the interests of the Corporation, and other provisions
designed to ensure that staff carry out their job duties
properly, ethically, impartially and free from improper
influence.

A copy of the Code of Conduct is available on the
Corporation’s intranet to all staff members.

Staff members are required to confirm their compliance
with the Code of Conduct on an annual basis. Based
on the confirmation received from the staff members,
Management was satisfied that staff members had
complied with the Code of Conduct in 2025.

Communication

The Corporation attaches great importance to communication
with the public. The Annual Report of the Corporation
contains comprehensive information on its business
strategies and developments. The Corporation’s website
(www.hkmc.com.hk) offers timely access to the
Corporation’s press releases and its business information.
The Corporation also maintains a telephone hotline to
service enquiries from the public.

HKMCI and HKMCA

The Corporate Governance Codes of the HKMCI and the
HKMCA (wholly-owned subsidiaries of the Corporation and
authorised insurers under the Insurance Ordinance to carry
on general insurance business and long term insurance
business in or from Hong Kong respectively) closely follow
the Corporation’s Code, incorporating best corporate
governance practices. During the year, the Board of each
subsidiary is comprised of members from the Board of the
Corporation and from Senior Management of the respective
subsidiary. Directors of the HKMCI and the HKMCA were
appointed by the Financial Secretary as the shareholder’s
representative of both subsidiaries. The Audit Committee
of each subsidiary provides regular reporting to the
Corporation’s Audit Committee.

In February 2026, the Chief Internal Auditor of the
Corporation and the Head of Internal Audit of the HKMCA
conducted independent reviews of the Control Self-
assessment Forms provided by each department or function
of the HKMCI and the HKMCA in relation to compliance with
the Corporate Governance Codes of the HKMCI and the
HKMCA for 2025 respectively. Based on the audit findings
on the internal control systems of both subsidiaries, and
the completed Control Self-assessment Forms for the year,
the Chief Internal Auditor of the Corporation and the Head
of Internal Audit of the HKMCA were of the opinion that
the Corporate Governance Codes of the HKMCI and the
HKMCA had been complied with in all material respects
respectively.

Conclusion

The Board was satisfied with the corporate governance
practices of the Corporation during 2025. In 2026,
the Corporation will continue to review its corporate
governance framework and improve those practices as
appropriate in the light of ongoing experience, regulatory
changes, international trends and developments in order
to enhance the Corporation’s efficiency and effective
management in pursuit of its missions.
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Independent Auditor’'s Report
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To the Sole Member of The Hong Kong Mortgage Corporation
Limited

(incorporated in Hong Kong with limited liability)

Opinion

What we have audited

The consolidated financial statements of The Hong Kong Mortgage
Corporation Limited (the “Company”) and its subsidiaries (the “Group”),
which are set out on pages 213 to 400, comprise:

the consolidated statement of financial position as at 31 December
2025;

the consolidated income statement for the year then ended,;

the consolidated statement of comprehensive income for the year
then ended;

the consolidated statement of changes in equity for the year then
ended,

the consolidated statement of cash flows for the year then ended;
and

the notes to the consolidated financial statements, comprising
material accounting policy information and other explanatory
information.

Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2025, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
HKFRS Accounting Standards as issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA") and have been properly
prepared in compliance with the Hong Kong Companies Ordinance.
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Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAS") as issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’'s Responsibilities
for the Audit of the Consolidated Financial Statements section of our
report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPA's Code
of Ethics for Professional Accountants (the “Code”), as applicable to
audits of financial statements of public interest entities. We have also
fulfilled our other ethical responsibilities in accordance with the Code.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

Key audit matters identified in our audit are summarised as follows:

° Valuation of insurance contracts

o Impairment allowance for infrastructure loan portfolio
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BEETEE
Key Audit Matter

KANESNAEEBRETSEE
How our audit addressed the Key Audit Matter

REBEEHMME
Valuation of insurance contracts

SEHNEA BRI AME28 -

Refer to note 28 to the consolidated financial
statements

EBECARARLEBRBRBRAER AR (EQA

ZEEWB AR RBEETEREERSE 175 [F
BAHN ] FRRBER BEENZREVBMRIE
NERRBREL - EHERRREOAER363.54E

BT (ZEUE  24851BBT)  Lh BE£H
R_E-_AF+_A=+—BHAAEHEEN18%
(ZE =4 : 14%) °

The issuance of policies by HKMC Annuity Limited
and HKMC Insurance Limited (wholly-owned
subsidiaries of the Company) has given rise to the
recognition of insurance contracts on the Group's
consolidated statement of financial position in
accordance with HKFRS 17 Insurance Contracts. The
insurance contract liabilities recognised amounted
to HK$36,354 million (2024: HK$24,851 million),
representing approximately 18% of the Group's total
consolidated liabilities as at 31 December 2025 (2024:
14%).

FRAOWNENRERE(BHRERE]) AW
R ([ERBRBWE ) 2 FETE - FEHTE
FEHARREREL A - HAIEE ©

The insurance contracts are measured as the total of
the fulfilment cash flows (“FCF”) and the contractual
service margin (“CSM"), the determination of
which requires judgement about uncertain future
outcomes.

BREEBVBREENF 17T RNFEERNERER
RERNBEINREAN A - ZFHEANERE
BrRRKRR  MEEFRRZGATEEERE -

The application of the measurement requirements
under HKFRS 17 involves the use of methodologies
that are applied in models. These methodologies use
various assumptions which are subject to estimation
uncertainty.

BMERGRELERREEGNERANTEASINRTER
BT R EFHERRE QG ENRE B2 AP -

We have performed our planned audit procedures using an
integrated team of assurance and actuarial resources, including
obtaining an understanding of and evaluating the key internal
controls over the actuarial process for the valuation of insurance
contracts.

EZEED@XLF%?E%E’LAT BME SRR G AN ELR
ERENMELRIFWEETATER

With the involvement of our PwC actuarial experts, we
performed the following procedures in relation to the FCF and
CSM of the insurance contracts:

o FHERMERAIDEANREULREHNERES - EA ¢

Assessing the appropriateness of the methodologies
adopted and reviewing material changes, as applicable;

o FHEFMAMEERR(BEMEAX LTX MEEBRR
XHOWAEMN  ARERBMIEHEORE : &

Assessing the reasonableness of the key assumptions
used, including discount rates, mortality, property prices
and expenses, and management’s rationale for the
judgements applied; and

o HMERREWOMBENBESEN -

Evaluating the overall reasonableness of the valuation of
the insurance contracts.

B ERERARGTERRENNEIREHE - B BEUEER
m.;i*ﬁ'o

We found that management’s judgements used in measuring the
insurance contracts were supported by the evidence obtained.
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BEETEE
Key Audit Matter

RPN ET AR ERRETEIE
How our audit addressed the Key Audit Matter

ERERASHRERS
Impairment allowance for infrastructure loan
portfolio

SDEFNRAMBHRERAMTE20 -

Refer to note 20 to the consolidated financial
statements

RZZE-_RAF+-_A=+—H  ES£EH8786E
BT (CZE-NE : 72908 ) WEEEREA S
56,2008 T (ZZ /M4 : 53008 7T) B E
B o

As at 31 December 2025, the Group recorded an
impairment allowance of HK$62 million (2024: HK$53
million) for its infrastructure loan portfolio, which
amounted to HK$8,786 million (2024: HK$7,290
million).

BEEES AT EERZESEANRERESERS
AIEMBHOAREEBRERL - EKETCH
A BRERERELE R MEE - FRER
REMEEN - EEENGEBRBEES
BER - WREHEERE

The Group developed an expected credit loss (“ECL")
model with a forward-looking view for estimating
the impairment allowance for its infrastructure loan
portfolio. The Group also established governance
processes and controls over the impairment
assessment of this portfolio. As part of these
governance processes and controls, management
assessed the overall ECL model and determined that
it continues to be appropriate.

ZAEEEZERAS RER B ERTEINETERF -
BREATEA :

We performed our planned audit procedures in relation to the
assessment of the impairment allowance for the infrastructure
loan portfolio, which included the following:

T FHERAIRBERHENERRF - BRENEEE
B AIEEBRMNERM I REZFBERAOME - L
LREBBHERRERENNG(BRFELBASERF
MER)

Understanding, evaluating and testing the governance
processes over the impairment assessment, including the
ECL methodology, selection of forward-looking scenarios
and the probabilities assigned to these scenarios, and
management’s assessment of the overall impairment
allowance (including the results of the annual back-testing
procedures);

TR FHMERASRERES Mo RN AEES - BB
EREHFERENLEERR(BRENER NG
FERBERETR - EmEED PR

Understanding, evaluating and testing key internal controls
over management’s staging classification through their
assessment of quantitative and qualitative credit indicators
(including default indicators) that drive the assignment of
internal loan ratings, which in turn determine the staging
classification;
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BEETEE
Key Audit Matter

RANESNAEEBRETSEE
How our audit addressed the Key Audit Matter

EEEREEMNERZERNSBMOE - HIRENE
EEZROHRE LERSEAEBBTAE
REBAREERBBEZILIN - UK ()REEERA
AL B ER = ERREERNEQER (B
AE32fTRA) - ZEEFEUHEBEE RN - FHE
ZERBSRBEREEEHE  UBRFELHNE
KRB R

Management determines the staging classification of
individual infrastructure loans based on (i) whether
there is a change in credit quality, particularly whether
there is evidence indicating a significant increase in
credit risk (“SICR") since origination; and (i) whether
there are default indicators which might trigger
migration to credit-impaired loans, as detailed in note
3.2. These indicators are quantitative and qualitative
in nature. The assessment of these indicators involves
significant management judgement, which affects the
staging classification and the impairment allowance.

RETRERER SEEESZRBEBEX I
SLATHE LR R L S E - ATIE LR BN 325
e BERBEENEHREENS  HRABRLEE
B RBETESE  YEREMAMBEEEE HIEAM
B - ZFERERREBEIRBRFE - Mk
RANEERIBR - EMPEENOB X LRERE -

In determining the impairment allowance, the
Group considers historical loss rates and adjusts
for forward-looking factors. Forward-looking
adjustments are detailed in note 3.2. The Group
develops forward-looking views based on the outlook
for the global economy, relevant regional economic
indicators and specific industry sector data, taking
into consideration any relevant events. The loans are
then rated under various scenarios, and probabilities
are assigned to each scenario, which affects the
probability of default and the impairment allowance.

HEABHEPREEME L AR e D BB R
AIEMERER  MEAE LHESREEBNEAH
B o

Our audit focused on the determination of the
staging classification, as detailed in note 4.1, and
the forward-looking scenarios, both of which are
inherently subject to significant judgement by
management.

MEHEEEEHERERNEERE - UHHERERN

~\ \ KE B Rt .
DN BERERE

Assessing management's credit reviews of the
infrastructure loans on a sampling basis to evaluate the
appropriateness of the staging classification as at the year
end;

ERMNEEEROFT  FEABEEERAOEEZX
EEROBRNAEMMREXM &

Assessing the reasonableness and supporting
documentation of the forward-looking scenarios and the
probabilities assigned to these scenarios, with the support
of our credit experts; and

AR -_ZE_RF+-A=+—R{ELNEZEFTASRME
BEETHREARAEDPRR - U EZRERENE
BEEM -

Assessing the overall reasonableness of the impairment
allowance for the infrastructure loan portfolio as at 31
December 2025, including performing sensitivity testing
and stand-back procedures.

B EREERARNERERGNEIEEHE - CEDHERER

SR -

We found that management’s judgements used in calculating
the impairment allowance were supported by the evidence
obtained.
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Other Information

The directors of the Company are responsible for the other information.
The other information comprises all of the information included in the
annual report other than the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

Responsibilities of Directors and the Audit
Committee for the Consolidated Financial
Statements

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRS Accounting Standards as issued by the HKICPA
and the Hong Kong Companies Ordinance, and for such internal control
as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either
intend to liguidate the Group or to cease operations, or have no realistic
alternative but to do so.

The Audit Committee is responsible for overseeing the Group'’s financial
reporting process.
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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you, as
a body, in accordance with Section 405 of the Hong Kong Companies
Ordinance, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with HKSAS, we exercise professional
judgment and maintain professional scepticism throughout the audit.
We also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group's internal control.

o Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.
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o Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s
ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Group to cease to
continue as a going concern.

o Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

o Plan and perform the group audit to obtain sufficient appropriate
audit evidence regarding the financial information of the entities or
business units within the Group as a basis for forming an opinion
on the consolidated financial statements. We are responsible for
the direction, supervision and review of the audit work performed
for purposes of the group audit. We remain solely responsible for
our audit opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, actions taken to eliminate threats or safeguards applied.
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From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent

auditor’s report is Mr. TAM Man Kit, James (practising certificate number:
P04873).

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 21 April 2026
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Consolidated Income Statement

BE-Z-RE+-A=+—-HLEE
for the year ended 31 December 2025

2025 2024
FE&xT T
HK$'000 HK$'000
F 2 A Interest income 6 5,795,593 8,146,214
B Interest expense 7 (5,009,647) (7,528,253)
HER B2 WA Net interest income 785,946 617,961
R A Insurance revenue 8 1,704,263 1,320,030
RERBRTFE X Insurance service expenses 12, 28 (3,108,045) (3,299,828)
A BRRE 4 Net (expenses)/income from
(FH), WA F5 reinsurance contracts held 10 (4,781) 352,922
REERIGEE Insurance service result (1,408,563) (1,626,876)
IR BRI A A Net finance expenses from insurance
W FEE contracts issued 9 (2,624,989) (414,920)
Fris B BIRRAE 4/ Net finance income from reinsurance
B A FRE contracts held 9 23,060 10,268
R B B 3% 2 R ER Insurance finance expenses, net (2,601,929) (404,652)
HAn g A Other income 11 3,373,139 1,258,034
LEW A (BR) B Total operating income/(loss) 148,593 (155,533)
P g Operating expenses 12 (393,678) (362,166)
ReOBER K& EE Operating loss before impairment (245,085) (517,699)
B R Change in impairment allowances 14 (11,433) (34,911)
BRFR A BT Loss before taxation (256,518) (552,610)
Fri 18 Taxation 15(a) 147,626 134,570
KREEEE Loss for the year (108,892) (418,040)

220200 E FEHTE RER A M IE RN — B0

financial statements.

The notes on pages 220 to 400 are an integral part of these consolidated
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Consolidated Statement of Comprehensive Income

BE-Z-RE+-A=+—-HLEE
for the year ended 31 December 2025

2025 2024
FET T
HK$000 HK$'000
NEEEIE Loss for the year (108,892) (418,040)
Hih2m (5E) W - Other comprehensive (loss)/income:
HEWEEF > BZER Items that are or may be reclassified
FIER : subsequently to profit or loss:
AP EZ L AEME2EIES  Debt instruments at fair value through
MEKTAE : other comprehensive income:
— N FEEHFHE — change in the fair value, net 56,638 15,213
— EIER e ) EE — change in the loss allowance, net 14 1,711 147
REM 2 ERERERAR SR Cash flow hedges recognised in other
EplE comprehensive income:
— A EEE)FEE — change in the fair value, net 3,401 (20,022)
s 3R LB (X ),/ Finance (expenses)/income from
WA insurance contracts issued 9 (152,206) 339,509
A BRBE A AU A~ Finance income/(expenses) from
(ZH) reinsurance contract held 9 30,384 (124,574)
EAETIA Deferred taxes 15(b) 17,181 (52,454)
RNEFHMEE (EE) Uzs - Other comprehensive (loss)/income
HERFIE for the year, net of tax (42,891) 157,819
AEEZTHEBARE Total comprehensive loss for the year (151,783) (260,221)

A_

FE202 4008 Fisiif s A E B HRERN—365 - The notes on pages 220 to 400 are an integral part of these consolidated
financial statements.
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Consolidated Statement of Financial Position

R-ZE-RF+=-A=+—H
as at 31 December 2025

BE ASSETS
ReEREHES Cash and short-term funds 16 64,536,615 52,647,182
JE U FI| B K P 53X Interest and remittance receivables 17 2,712,895 3,221,379
TESRTAE Derivative financial instruments 18 1,668,020 664,618
BNRRER S A Loans with 100% guarantee from
EREOER the Government 19 63,514,326 82,782,698
BREAFE Loan portfolio, net:
— AT EE LT ABE — fair value through profit or loss 20(a) 3,470,628 2,596,858
— 5 Sl AR AN B R — amortised cost 20(b) 11,629,074 10,117,117
BHIRE Investment securities:
— ARFEEEETA — fair value through other
Eﬁﬂ’i@ﬂ&‘—’\ comprehensive income 21(a) 9,600,489 3,721,821
AFEZ (Lt A B — fair value through profit or loss 21(b) 200,636 9,774
;ﬂéﬁﬁﬁ AR K5I R — amortised cost 21(c) 20,308,907 15,105,470
IMNEESTFR Placements with the Exchange Fund 22 72,418,586 49,244,684
TBRIE e REMmEE Prepayments, deposits and other assets 24 171,601 385,987
BRRENEE Reinsurance contract assets 28 1,233,991 1,081,689
EETIEEE Deferred tax assets 15(b) 711,730 -
BEE&EE Fixed assets 25 247,984 246,899
EERE Total assets 252,425,482 221,826,176
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SEBKRREK Consolidated Statement of Financial Position

2024
T4
HK$'000
=R LIABILITIES
FEAS T & Interest payable 26 2,781,710 3,342,324
FERTIRIE - FERTRISE Accounts payable, accrued expenses
REMEE and other liabilities 27 5,337,424 4,132,666
PTESRMTA Derivative financial instruments 18 559,693 1,740,649
EHRIEAE Current tax liabilities 15(b) 684,399 223,782
REANAG Insurance contract liabilities 28 36,353,940 24,850,887
BREBAHARE Reinsurance contract liabilities 28 324,034 195,009
BEEITERES Debt securities issued 29 155,169,330 148,299,636
EERIEAE Deferred tax liabilities 15(b) - 174,488
BEHAEE Total liabilities 201,210,530 182,959,441
= EQUITY
A AEIERA Capital and reserves attributable to the
R ffE equity holder:
[N Share capital 30 39,000,000 26,500,000
REB =T Retained profits 7,742,794 8,397,399
[2\ 22 15 A Contingency reserve 4,106,351 3,560,638
R bz B 7S Insurance finance reserve 281,842 386,483
N ERE Fair value reserve 81,867 23,518
E S Hedging reserve 2,098 (1,303)
R Total equity 51,214,952 38,866,735
BERERAE Total liabilities and equity 252,425,482 221,826,176

BEFER-_ZT-RFNA-_+—B#ERIZERE  Approved and authorised for issue by the Board of Directors on 21 April
F1T o 2026.

REX YUE Wai Man, Eddie T E POU Hak Wan
HlFEF#H7TESE Deputy Chairman and Executive Director #7782 F344%; Executive Director and Chief Executive Officer

F2202 400 B T fE RARE IITEHEM—E9 - The notes on pages 220 to 400 are an integral part of these consolidated
financial statements.
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GARBSBE
Consolidated Statement of Changes in Equity

BE-Z-RE+-A=+—-HLEE
for the year ended 31 December 2025

REEHN ERFEE REEBEE ATERE HHRE a5
Insurance
Retained Contingency finance  Fair value Hedging

profits ~ reseve  reserve  reserve  reserve Total
TR TR TR AL i TR
HKS' 000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000

MZZZMF—A—B#£¢: Balance asat 1 January 2024 14,500,000 9,358,885 3,017,192 224,002 8,158 18719 2712695
AEEER Loss for the year - (418,040) - - - - (418,040)
Et2Ekas/(B%8)  Other comprehensive income/(oss) - - - 162,481 15,360 (20022) 157,819
REE2E(BR)/ Total comprehensive (loss)income

WisiEs for the year - (418,040) - 162,431 15,360 (20,022) (260,221)
A2 (FE30) Capital injection (Note 30) 12,000,000 - - - - - 12,000,000

HREATIBADEA  Transfer of 50% or 75% of relevant
AERENS0%Z75%  premium eamed from retained
ZEEEE profits to contingency reserve - (733,164) 733,164 - = = -

mEREGEDZRE  Release of contingency reserve

Vet to retained profits = 189,718 (189,718) - - - -
RZE=mE Balance as at 31 December 2024

TZR=t-R&H 26,500,000 8,397,399 3,560,638 386,483 23,518 (1,303) 38,866,735
TEEFE Loss for the year - (108,892) - - = - (108892)
Efw2m(BE),/ W Other comprehensive (loss)income - - - (104,641) 58,349 3401 (42,891)
REERE(EE)/ Total comprehensive (l0ss)/income

gyt for the year - (108,892) - (104,641) 58,349 3,401 (151,783)
& (7E30) Capital injection (Note 30) 12,500,000 - - = = - 12500000

MEEDEFBACHE  Transfer of 50% or 75% of relevant
RAREN50%Z75%  premium earned from retained
ZRREE profits to contingency reserve - (732,573) 732573 - - - -

mERFERDZRE  Release of contingency reserve
eyl to retained profits - 186,860 (186,360) - - - _

RZBZRE Balance as at 31 December 2025
+ZA=t+-R&8 39,000,000 7,742,794 4,106,351 281,842 81,867 2,098 51,214,952

E2202 4008 Fisiifi st A A B EHRER—385 - The notes on pages 220 to 400 are an integral part of these consolidated
financial statements.
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Consolidated Statement of Cash Flows

BE-Z-RE+-A=+—-HLEE
for the year ended 31 December 2025

2024

TAT
HK$'000

REEBEIRERE cash flows from operating activities
AREEZRIAIERE Loss before taxation for the year (256,518) (552,610)
AT SIBEL TR - Adjustments for:

MEHA Interest income 6 (5,795,593) (8,146,214)

FEZH Interest expense 7 5,009,647 7,528,253

ISR N Dividend income 11 (272) (289)

REINEESFRA W Income from placements with the

Exchange Fund 11 (3,173,902) (1,374,291)

AAFEZE (LT ABREE Net (gain)/loss on investments at fair

(Wzs), /e %58 value through profit or loss 11 (14,983) 48
HENATESbt AEM2E  Net gain on disposal of investments
W25 8918 & Wiz 55 at fair value through other
comprehensive income 11 - (400)

ERHEAEN AT EZSFRE Net change in fair value of loan portfolio 11 (98,964) 210,636

e Depreciation 12 105,565 89,748

RER B Change in impairment allowances 14 11,433 34,911

TR TARAFEES Change in fair value of financial

instruments 323,665 (420,384)

BEEETEERE Loss on disposal of fixed assets 1,232 =
B YR B Interest received 5,828,459 7,983,911
BERFE Interest paid (4,974,690) (7,345,111)
ReTEESEENBBEESFKLE Cash flows used in operating activities

XBERAZRERE before changes in operating assets

and liabilities (3,034,921) (1,991,792)
[REHA BB = (& A Change in time deposits with original

7 BifF e maturity of more than three months 8,325,000 (9,480,000)
J7E U [ Change in remittance receivables (16,854) 53,591
AR - e REMEEZS Change in prepayments,

deposits and other assets 214,348 1,196,045
B A S BEFEOEREE)  Change in loans with 100% guarantee

from the Government 19,268,372 14,579,658
ERHEEE Change in loan portfolio (2,292,571) (820,232)
FEFIIRIE - FEETRIS & Change in accounts payable, accrued

HEihaEE expenses and other liabilities 1,253,071 43,352
Nk BIRER1EBIRERE 4 Change in insurance contract liabilities,

BEZH) net of reinsurance 11,357,954 5,564,340
PE W, =58 Exchange differences (224,629) 432,959
WEEREEZRE Cash generated from operation 34,849,770 9,577,921
(B, REFIE Taxation (paid)/refunded (260,756) 16,281
REEIGEE ZIRE )T Net cash generated from operating

activities 34,589,014 9,594,202
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REZFBZHERE

Cash flows from investing activities

BEETEEE Purchase of fixed assets (106,803) (38,734)
BEUQAFEEFTA Purchase of investment securities
EMEEKGEHNESRE at fair value through other
comprehensive income 21(a) (6,478,590) (1,512,090)
BEUAFEZETA Purchase of investment securities
BEaWEHEE at fair value through profit or loss 21(b) (175,777) —
B B IR SR ARTIIR S8 545 & Purchase of investment securities
at amortised cost 21(c) (8,201,665) (6,434,043)
HEREBERAATFEZL Proceeds from sale and redemption
FTAEMEE WY of investment securities at fair value
BAHRE SRR through other comprehensive income 763,205 282,342
ﬁé@?ﬁﬁ&%ﬁ%ﬁﬁlﬂﬂﬁm Proceeds from redemption of investment
BHILE TS RIE securities at amortised cost 21(c) 3,143,421 5,848,597
9}\[% ESTER Placements with the Exchange Fund (20,000,000) (13,800,000)
B ETRERE Dividend received from listed
investments 272 289
BERHERA RS FRE Net cash used in investing activities (31,055,937) (15,653,639
BMEFEABESRA Net cash inflows/(outflows)
(FRH) =58 before financing 3,533,077 (6,059,437)
BETH2HERE cash flows from financing activities
RITERETERIE Proceeds from bank borrowings 34,444,925 22,143,958
EEBITER Repayments of bank borrowings (34,444,925) (22,143,958)
BITEISESAERIE Proceeds from issue of debt securities 29 70,399,511 103,114,200
fBEIEB1TEKES Redemption of debt securities issued 29 (66,171,784) (117,658,640)
HENRBEREE D Principal elements of lease payments 25(b) (49,392) (39,908)
SEEFTSRIE Proceeds from capital injection 30 12,500,000 12,000,000
mEESEL(FR) Net cash generated from/(used in)
e financing activities 16,678,335 (2,584,348)
HeRERBESEEEM Net increase/(decrease) in cash
() 258 and cash equivalents 20,211,412 (8,643,785)
FYRERERELIER Beginning cash and cash equivalents 42,475,831 51,128,198
EXUHRLREFARLEEHSE Effect of exchange rates on cash
and cash equivalents 4,941 (8,582)
FRESRERESER Ending cash and cash equivalents 16 62,692,184 42,475,831

F2202 4008 FrE st BAra ISR —3B 5 ©

The notes on pages 220 to 400 are an integral part of these consolidated
financial statements.

EHREVEERAT —S-REEH 219



n‘/T\

BB EwRRMEE

Notes to the Consolidated Financial Statements

BERBBFERARD(FDH ) REMH
B (5 [ARE )R M HRE
RERBABEESHMASRHNEENS
i@%ﬁﬁ‘l(&?Eﬁﬁﬁ%;‘%ﬁﬁr“i&if&
Al BAGFEARRE)  BERARNE
SHRAEFEC R BIRPDIREREL -

BrmITRRALSN - BB AR A B TS RR P IE
RegBERMFEIE - BUAE2RY
PEFEMERNER % -

REFEBRBHEHRE ST ENNGE
BHmEE - ARAE TRARS G ™
EHEEANEESHRRENAATTE
A o B R AEH B BREE R
IBRRAETEHREUEREBEENE
- ETEMIFEAKER -

Basis of preparation

The consolidated financial statements of The Hong Kong Mortgage
Corporation Limited (Company) and its subsidiaries (collectively
the Group) have been prepared in accordance with HKFRS
Accounting Standards (which include all Hong Kong Financial
Reporting Standards (HKFRS), Hong Kong Accounting Standards
(HKASS) and Interpretations) as issued by the Hong Kong Institute
of Certified Public Accountants (HKICPA), accounting principles
generally accepted in Hong Kong and the requirements of the
Hong Kong Companies Ordinance.

The accounting policies and the methods of computation used
in the preparation of these consolidated financial statements are
consistently applied to all the years presented, unless otherwise
Stated.

The preparation of consolidated financial statements in conformity
with HKFRS Accounting Standards requires the use of certain
critical accounting estimates. It also requires management to
exercise its judgement in the process of applying the Group’s
accounting policies. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and
estimates are significant to the consolidated financial statements,
are disclosed in Note 4.
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2.

Summary of material accounting policies

2.1. Adoption of HKFRS Accounting Standards

@)

New and amended standards effective on 1 January
2025

The Group has adopted amendments to HKAS 21 “Lack
of Exchangeability” which are effective for accounting
periods beginning on or after 1 January 2025.

Amendments to HKAS 21 specify how an entity
shall assess whether a currency is exchangeable
into another currency and how it shall estimate a
spot exchange rate at a measurement date when
exchangeability is lacking. The amendments require
disclosures of information that enable users of
financial statements to understand the impact of a
currency not being exchangeable. As the currencies
that the Group had transacted in and the functional
currencies of group entities for translation into the
Group's presentation currency were exchangeable, the
amendments did not have any impact on the Group’s
financial statements.
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(b)) EEAEERERWHEINR (b) New standards and amendments issued but not yet

185 effective

REEWARRZFLE T E®R The Group has not applied the following new and

FRIERA T B EME M ARER amended HKFRS Accounting Standards, that have been

B’J%)T.J&W R B A HE issued but are not yet effective, in these consolidated

SEHER] c REEERZEH financial statements. The Group intends to apply these

‘T&W R BB RESE new and amended HKFRS Accounting Standards, if

YRR (AN ) A 20 T LAREFR - applicable, when they become effective.

BENBREER  HBRERIIRA HKFRS 18 Presentation and Disclosure in
F18% & Financial Statements?

BAMBRERD  FRHRFERL HKFRS 19 and Subsidiaries without Public
F19RREET  WEAR: KR its amendments Accountability: Disclosures?

BEUBASEN SRIAMNSEE Amendments to Amendments to the Classification
FIRRES SRR HKFRS 9 and HKFRS 7 and Measurement of Financial
el Instruments’

FT19.2187]

BEMBASED SREBEAER Amendments to Contracts Referencing Nature-
FIORREE EEEN AL HKFRS 9 and HKFRS 7 dependent Electricity’
oy el
FT192187]

BEIBREENE REFRAREAD Amendments to Sale or Contribution of Assets
0RREESHE ARAEREL HKFRS 10 and HKAS 28 between an Investor and its
AlERFB] HMEELES Associate or Joint Venture®

A3

BbestE BERTIHAEY Amendments to HKAS 21 Translation to a Hyperinflationary
ENH BT REFIEE Presentation Currency?

BEGBREEN BAUBREE Amendments to HKFRS 1, Annual improvements to
F15% BERBR SEANFER HKFRS 7, HKFRS 9, HKFRS Accounting
SEAETE T EENE HKFRS 10 and HKAS 7 Standards — Volume 117
B BREERE

93% - AEHBRE
ERIE 105
REEGHER

FIRZET

1 R-ZE-_"F—H—Bzz% ! Effective for annual periods beginning on or after 1 January
F16 B B AR 2 2026

2 RZZE-_tF—-—A—Bxkz# 2 Effective for annual/reporting periods beginning on or after 1
Fa R, R B A R January 2027

3 ARTEE R AR A - B 3 No mandatory effective date yet determined but available for
IR adoption

FAERERRAEENES Further information about those HKFRS Accounting

RS STEANEZER Standards that are expected to be applicable to the

R 3CE G - Group is described below.
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HKFRS 18 replaces HKAS 1 “Presentation of Financial
Statements”. While a number of sections have
been brought forward from HKAS 1 with limited
changes, HKFRS 18 introduces new requirements for
presentation within the statement of profit or loss,
including specified totals and subtotals. Entities are
required to classify all income and expenses within
the statement of profit or loss into one of the five
categories: operating, investing, financing, income
taxes and discontinued operations, and to present
two new defined subtotals. It also requires disclosures
about management-defined performance measures in
a single note and introduces enhanced requirements
on the grouping (aggregation and disaggregation) and
the location of information in both the primary financial
statements and the notes. Some requirements
previously included in HKAS 1 are moved to HKAS
8 "Accounting Policies, Changes in Accounting
Estimates and Errors”, which is renamed as HKAS 8
“Basis of Preparation of Financial Statements”. As a
consequence of the issuance of HKFRS 18, limited,
but widely applicable, amendments are made to HKAS
7 “Statement of Cash Flows"”, HKAS 33 “Earnings Per
Share” and HKAS 34 “Interim Financial Reporting”. In
addition, there are minor consequential amendments
to other HKFRS Accounting Standards. HKFRS 18
and the consequential amendments to other HKFRS
Accounting Standards are effective for annual periods
beginning on or after 1 January 2027 with earlier
application permitted. Retrospective application is
required. The Group is currently analysing the new
requirements of HKFRS 18 on the presentation and
disclosure of the Group’s consolidated financial
Statements.
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HKFRS 19 allows eligible entities to elect to apply
reduced disclosure requirements while still applying
the recognition, measurement and presentation
requirements in other HKFRS Accounting Standards.
To be eligible, at the end of the reporting period, an
entity must be a subsidiary as defined in HKFRS 10
“Consolidated Financial Statements”, cannot have
public accountability and must have a parent (ultimate
or intermediate) that prepares consolidated financial
statements available for public use which comply
with HKFRS Accounting Standards or International
Financial Reporting Standards (IFRS) Accounting
Standards. HKFRS 19 was amended in April 2025 to
include IFRS Accounting Standards in the eligibility
criteria for applying the standard. The standard
was further amended in October 2025 to (i) remove
disclosure objectives from HKFRS 19; (ii) reduce the
disclosure requirements relating to supplier finance
arrangements and a specific class of financial liabilities;
and (iii) replace disclosure requirements relating to
management-defined performance measures with
a cross-reference to HKFRS 18 for entities that use
these measures. Earlier application is permitted. As
the Group has public accountability, it is not eligible to
elect to apply HKFRS 19 and its amendments.
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Amendments to HKFRS 9 and HKFRS 7 “Amendments
to the Classification and Measurement of Financial
Instruments” clarify the date on which a financial asset
or financial liability is derecognised and introduce an
accounting policy option to derecognise a financial
liability that is settled through an electronic payment
system before the settlement date if specified criteria
are met. The amendments clarify how to assess the
contractual cash flow characteristics of financial
assets with environmental, social and governance
and other similar contingent features. Moreover, the
amendments clarify the requirements for classifying
financial assets with non-recourse features and
contractually linked instruments. The amendments
also include additional disclosure requirements for
investments in equity instruments designated at FVOCI
and financial instruments with contingent features.
The amendments shall be applied retrospectively
with an adjustment to opening retained profits (or
other component of equity) at the initial application
date. Prior periods are not required to be restated
and can only be restated without the use of hindsight.
Earlier application of either all the amendments at
the same time or only the amendments related to
the classification of financial assets is permitted.
The amendments are not expected to have any
significant impact on the Group's consolidated financial
Statements.
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Amendments to HKFRS 9 and HKFRS 7 “Contracts
Referencing Nature-dependent Electricity” clarify the
application of the “own-use” requirements for in-scope
contracts and amend the designation requirements
for a hedged item in a cash flow hedging relationship
for in-scope contracts. The amendments also include
additional disclosures that enable users of financial
statements to understand the effects these contracts
have on an entity’s financial performance and future
cash flows. The amendments relating to the own-
use exception shall be applied retrospectively. Prior
periods are not required to be restated and can
only be restated without the use of hindsight. The
amendments relating to the hedge accounting shall
be applied prospectively to new hedging relationships
designated on or after the date of the initial application.
Earlier application is permitted. The amendments to
HKFRS 9 and HKFRS 7 shall be applied at the same
time. The amendments are not expected to have any
significant impact on the Group's consolidated financial
Statements.

Amendments to HKFRS 10 and HKAS 28 address an
inconsistency between the requirements in HKFRS 10
and in HKAS 28 in dealing with the sale or contribution
of assets between an investor and its associate or joint
venture. The amendments require a full recognition of
a gain or loss resulting from a downstream transaction
when the sale or contribution of assets constitutes
a business. For a transaction involving assets that
do not constitute a business, a gain or loss resulting
from the transaction is recognised in the investor’s
profit or loss only to the extent of the unrelated
investor’s interest in that associate or joint venture.
The amendments are to be applied prospectively. The
previous mandatory effective date of amendments to
HKFRS 10 and HKAS 28 was removed by the HKICPA.
However, the amendments are available for adoption
now. The amendments are not expected to have any
significant impact on the Group's consolidated financial
Statements.
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Amendments to HKAS 21 “Translation to a
Hyperinflationary Presentation Currency” require the
translation from a non-hyperinflationary functional
currency into a hyperinflationary presentation currency
at the closing rate. The amendments also require an
entity whose functional currency and presentation
currency are the currency of a hyperinflationary
economy to restate the comparative amounts of a
foreign operation whose functional currency is that
of a non-hyperinflationary economy, by applying the
general price index, in accordance with paragraph 34
of HKAS 29 “Financial Reporting in Hyperinflationary
Economies”, to the foreign operation’s comparative
figures. The amendments introduce certain additional
disclosures. Earlier application is permitted. The
amendments are not expected to have any significant
impact on the Group’s consolidated financial
Statements.

“Annual Improvements to HKFRS Accounting Standards
— Volume 11" set out amendments to HKFRS 1, HKFRS
7 (and the accompanying Guidance on implementing
HKFRS 7), HKFRS 9, HKFRS 10 and HKAS 7.

Details of the amendments that are expected to be
applicable to the Group are as follows:

o HKFRS 7 “Financial Instruments: Disclosures”:
The amendments have updated certain wordings
in paragraph B38 of HKFRS 7 and paragraphs IG1,
IG14 and IG20B of the Guidance on implementing
HKFRS 7 for the purpose of simplification or
achieving consistency with other paragraphs
in the standard and/or with the concepts and
terminology used in other standards. In addition,
the amendments clarify that the Guidance on
implementing HKFRS 7 does not necessarily
illustrate all the requirements in the referenced
paragraphs of HKFRS 7 nor does it create
additional requirements. Earlier application is
permitted. The amendments are not expected
to have any significant impact on the Group’s
consolidated financial statements.
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HKFRS 9 “Financial Instruments”: The
amendments clarify that when a lessee has
determined that a lease liability has been
extinguished in accordance with HKFRS 9, the
lessee is required to apply paragraph 3.3.3 of
HKFRS 9 and recognise any resulting gain or 10ss
in profit or loss. In addition, the amendments
have updated certain wordings in paragraph
5.1.3 of HKFRS 9 and Appendix A of HKFRS 9 to
remove potential confusion. Earlier application
is permitted. The amendments are not expected
to have any significant impact on the Group’s
consolidated financial statements.

HKFRS 10 “Consolidated Financial Statements”:
The amendments clarify that the relationship
described in paragraph B74 of HKFRS 10 is just
one example of various relationships that might
exist between the investor and other parties
acting as de facto agents of the investor, which
removes the inconsistency with the requirement
in paragraph B73 of HKFRS 10. Earlier application
is permitted. The amendments are not expected
to have any significant impact on the Group’s
consolidated financial statements.

HKAS 7 “Statement of Cash Flows”: The
amendments replace the term “cost method”
with “at cost” in paragraph 37 of HKAS 7
following the prior deletion of the definition of
“cost method”. Earlier application is permitted.
The amendments are not expected to have any
impact on the Group’s consolidated financial
Statements.
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2.2. Consolidation

The consolidated financial statements include the financial
statements of the Company and all its subsidiaries made up
to 31 December 2025.

Subsidiaries are entities over which the Group has control.
The Group controls an entity when the Group is exposed to,
or has rights to, variable returns from its involvement with
the entity and has the ability to affect those returns through
its power over the entity. Subsidiaries are fully consolidated
from the date on which control is transferred to the Group.
They are de-consolidated from the date that control ceases.

Inter-company transactions, balances and unrealised gains
on transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of impairment of the asset transferred.
Accounting policies of the subsidiaries have been changed
where necessary to ensure consistency with the policies
adopted by the Group.

When the Group loses control of a subsidiary, it is accounted
for as a disposal of the entire interests in that subsidiary,
with a resulting gain or loss being recognised in profit or loss.

In the Company’s statement of financial position, the
investment in the subsidiaries is stated at cost less provision
for impairment allowances. The results of the subsidiaries
are accounted for by the Company on the basis of dividends
received and receivable.
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2.3. Interest income and expense

Interest income and expense are recognised in the income
statement for all interest-bearing financial instruments
using the effective interest method, except for financial
assets classified at fair value through profit or loss where
the economics is reflected as fair value gain or loss in other
income.

The effective interest method is a method of calculating the
amortised cost of a financial asset or a financial liability and
of allocating the interest income or interest expense over
the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument
or, when appropriate, a shorter period to the gross carrying
amount of the financial asset or financial liability. When
calculating the effective interest rate, the Group estimates
cash flows considering all contractual terms of the financial
instrument but does not consider expected credit losses.
The calculation includes all fees and points paid or received
between parties to the contract that are an integral part of
the effective interest rate, transaction costs and all other
premiums or discounts.

Interest income is calculated by applying the effective
interest rate to the gross carrying amount of a financial asset
except for financial assets that subsequently become credit-
impaired. For credit-impaired financial assets, the effective
interest rate is applied to the net carrying amount of the
financial asset (after deduction of the loss allowance).
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2.4. Other income

@)

Fee income

Fees are generally recognised on an accrual basis
when the service has been provided. Upfront
arrangement fees that are an integral part of the
effective interest rate are recognised as an adjustment
to the effective interest rate in determining interest
income on the loans.

Dividend income

Dividend income is recognised when the right to
receive payment is established.

Income from placements with the Exchange Fund

Changes in fair value of the placements with the
Exchange Fund classified as “financial assets at fair
value through profit or loss” is recognised as income or
loss in the year in which they arise.

2.5. Financial assets

(@)

Classification

The Group classifies its financial assets in the following
measurement categories:

. those to be measured subsequently at fair value
(either through OCI, or through profit or loss); and

3 those to be measured at amortised cost.

The classification depends on the entity’s business
model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses will
either be recorded in profit or loss or OCI.

The Group has classified the placements with the
Exchange Fund, subordinated notes held under the
infrastructure loans securitisation and exchange-traded
funds as financial asset at fair value through profit or
loss.

EHREBEERAT —S-REFH 231



SmEBEHRERMEE Notes to the Consolidated Financial Statements

&

MEMEEYIFNAFEEL
sTABE RO HERE - &
SERERNFEFESRE
EhEREZEREENE
EASIENR A o IARF
BEE L ABENESREEDN
RGRARBREIIEH ©

EREESARAXNTEIAD
CREENHSRERTESR
SRR R - BEEIE
BREEE -

ARENEREENKETE
BARAEBMEREENED
BAREENRSRERS -
SHESENT

e HEHAAR: BUWHLE L
iﬁ%/mifﬁﬁﬁﬁmﬁﬁ
MZzFREREERK
XNAREEAME - Blig
B ANGE - BEETK
RENR BN ER/RE
HEKAE - BXW R
RN —# D 0 Z
BENK R E
RPTEE WS ER
RIBE R

. N EZETAEM
iﬁﬂﬁl P RYERE A
Iﬁi//lhi&uuj/i ﬁﬂé
EMFEAENEE Mz
BENREREBERSK
iﬁzlii&ﬂm'ﬂ‘JE

NFEECETAEAM
1@4&@1:&% R E &
ZEFTFERBHEMEERE
H&ﬁnﬁgwu ‘EEE%\/B”E
Was s - FEMA
Ko BE 5 W as B g5 1B AR
BaER ZemEE
TR - ERIAEHR
i 2 T W a8 R BE R Y R
ST R E R e R
ENOBEER A
Hip A /(B8 b

X7
N

Measurement

At initial recognition, the Group measures a financial
asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss, transaction
costs that are directly attributable to the acquisition of
the financial asset. Transaction costs of financial assets
carried at fair value through profit or loss are expensed
in profit or loss.

Financial assets with embedded derivatives are
considered in their entirety when determining whether
their cash flows are solely payment of principal and
interest.

Subsequent measurement of the Group’s financial
assets are classified into the following categories,
depending on the Group's business model for
managing the asset and the cash flow characteristics
of the asset:

o amortised cost: assets that are held for collection
of contractual cash flows where those cash
flows represent solely payments of principal and
interest are measured at amortised cost. A gain
or loss on a debt investment that is subsequently
measured at amortised cost and is not part of
a hedging relationship is recognised in profit or
loss when the asset is derecognised or impaired.

o FVOCI: assets that are held for collection of
contractual cash flows and for selling the
financial assets, where the assets’ cash flows
represent solely payments of principal and
interest, are measured at FVOCI. Movements
in the carrying amount are taken through OCI,
except for the recognition of impairment gains
or losses, interest revenue and foreign exchange
gains and losses which are recognised in profit
or loss. When the financial asset is derecognised,
the cumulative gain or loss previously recognised
in OCI is reclassified from equity to profit or loss
and recognised in other income/(loss).
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. fair value through profit or loss (FVPL): assets
that do not meet the criteria for amortised cost
or FVOCI are measured at FVPL. A gain or loss
on investment that is subsequently measured at
FVPL and is not part of a hedging relationship is
recognised in profit or loss and presented net in
the income statement within other income/(10ss)
in the period in which it arises.

() Impairment

The Group assesses on a forward-looking basis the
expected credit losses (ECLS) associated with its assets
carried at amortised cost and FVOCI. The impairment
methodology applied depends on whether there has
been a significant increase in credit risk. Note 3.2
provides more details of how the ECLS is measured.

2.6. Equity securities and investment funds

Equity securities are measured at FVPL unless an election is
made to designate them at FVOCI upon initial recognition.

For equity securities at FVPL, changes in fair value are
recognised in profit or loss in the period in which they arise.

The election of FVOCI is made upon initial recognition
on an instrument-by-instrument basis and once made is
irrevocable. Gains and losses on these equity securities are
recognised in OCI, which are not reclassified subsequently to
profit or loss, including when they are derecognised.

Investment funds are measured at FVPL. Changes in fair
value of these funds are recognised in profit or loss in the
period in which they arise.
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2.7. Financial liabilities

Financial liabilities are classified into two categories: financial
liabilities at fair value through profit or loss and financial
liabilities measured at amortised cost. All the financial
liabilities are classified at inception and recognised initially at
fair value.

Debt securities issued in the statement of financial position
represent notes issued under the Medium Term Note (MTN)
Programme.

These notes are initially designated as either (i) financial
liabilities at fair value through profit or loss; or (ii) financial
liabilities at amortised cost.

The notes classified as financial liabilities at amortised cost
are initially recognised at fair value, which is the fair value of
the consideration received, net of transaction costs incurred.
The notes are subsequently stated at amortised costs; any
difference between proceeds net of transaction costs and
the redemption value is recognised in the income statement
over the period of the debt securities using the effective
interest method.

On redemption/repurchase of the notes, the resulting gains
or losses, being the difference between the redemption/
repurchase amount and the carrying amount, are recognised
in the income statement in the period in which the
redemption/repurchase takes place.
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2.8. Recognition and de-recognition of financial

instruments

Financial assets and financial liabilities are recognised when
the Group becomes a party to the contractual provisions
of the instruments. Purchases and sales of investment
securities are recognised on the trade date, the date on
which the Group commits to purchase or sell the assets.
Loan portfolio and receivables are recognised when
cash is advanced to the borrowers. Financial assets are
derecognised when the rights to receive cash flows from
the financial assets have expired or where the Group has
transferred substantially all risks and rewards of ownership.
When the Group neither transfers or retains substantially
all the risks and reward of ownership of a financial asset
and retains control of the transferred asset, it is required to
recognise the financial asset to the extent of the Group's
continuing involvement in the financial asset. Under the
continuing involvement approach, the Group continues
to recognise part of the transferred asset. The Group also
recognises continuing involvement asset and liability, which
represents the extent of the Group's continuing exposure to
the risks and reward of the transferred asset.

Financial liabilities at fair value through profit or loss
and debt securities issued are recognised on the trade
date. Other financial liabilities are recognised when such
obligations arise. Financial liabilities are derecognised from
the statement of financial position when and only when the
obligation specified in the contract is discharged, cancelled
or expired.

The Group does not recognise an asset and a liability, when
the Group enters into an arrangement to pass through cash
flows from an asset and that arrangement meets specified
conditions. In these cases, the Group acts more as an agent
of the eventual recipients of the cash flows than as an owner
of the asset. Accordingly, to the extent that those conditions
are met the arrangement is treated as a transfer and
considered for derecognition even though the entity may
continue to collect cash flows from the asset. Conversely, to
the extent the conditions are not met, the entity acts more
as an owner of the asset with the result that the asset should
continue to be recognised.

EHREREERAT —S-REFH 235



SmEBEHRERMEE Notes to the Consolidated Financial Statements

29. FTASMTI AR PETTRE

ITETARVIRAIITETAGHZ
BRAHERR  BEREAFEEHN
FPE - RAFEDRBEEMSEE
E o BRSAMER S MEBERG
ENE(BRRASREMARE LM
REEEIED (WEA)) - ETETE
MRAFESLEHE BIEREEA
R MEATFERBHE  AERA
BAR o 16074 T ARTE £ H YA
FEF S & DRI 2R FEIRIE

RUAHERE - REBRTZITETR
ZRFEERERZEEAIENX
BRKREZRFE) °

ETHASRABZITETAZEE
H BRI ST A K3 R
(F - BEAOWLIHAATER LA
BB REHAXTETAR
{EABIHTAE T AR - HEBMAS
FETRAATEN 8 - MATES
BRI R R -

ERAFEERNTEBRRITAET
ARTBIEEREMIA  mBH ST
BRRBUASHIRR M E - REEE
EETITETES  (VEHEHERE
ESEEREEAENATFE(DF
EEH ) A HEEREEX
B ENTAHR Z1BE Al RLE B R IK
RenE((RERYH)) - £FEE
TIRAFEBERT » FEERIPTET AR
P EE T AR

2.9. Derivative financial instruments and hedge

accounting

Derivatives are initially recognised at fair value on the date
on which a derivative contract is entered into and are
subseqguently remeasured at their fair value. Fair values are
obtained from market prices in active markets, including
recent market transactions, and valuation techniques,
including discounted cash flow models and options pricing
models, as appropriate. All derivatives are carried as assets
when fair value is positive and as liabilities when fair value
is negative. Interest receivables and payables arising from
derivatives are separately presented in the statement of
financial position.

The best evidence of the fair value of a derivative at initial
recognition is the transaction price (i.e. the fair value of the
consideration given or received).

Certain derivatives embedded in financial liabilities are
treated as separate derivatives when their economic
characteristics and risks are not closely related to those of
the host contract and the host contract is not carried at fair
value through profit or loss. These embedded derivatives are
measured at fair value with changes in fair value recognised
in the income statement.

The method of recognising the resulting fair value gain or
loss depends on whether the derivative is designated as a
hedging instrument, and if so, the nature of the item being
hedged. The Group designates certain derivatives as either: (i)
hedges of the fair value of recognised assets or liabilities or
firm commitments (fair value hedge); or (i) hedges of highly
probable future cash flows attributable to a recognised asset
or liability, or a forecast transaction (cash flow hedge).
Hedge accounting is used for derivatives designated in this
way provided certain criteria are met.
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At the inception of the hedging, the Group documents the
economic relationship between hedging instruments and
hedged items, including whether changes in cash flows of
the hedging instruments are expected to offset changes in
the cash flows of hedged items. The Group documents its
risk management objective and strategy for undertaking
its hedge transactions. The Group also documents its
assessment, both at hedge inception and on an ongoing
basis, of whether the derivatives that are used in hedging
transactions are highly effective in offsetting changes in fair
values or cash flows of hedged items.

(@) Fair value hedge

Changes in the fair value of derivatives that are
designated and qualified as fair value hedges are
recorded in the income statement, together with any
changes in the fair value of the hedged asset or liability
that are attributable to the hedged risk.

If the hedge no longer meets the criteria for hedge
accounting, the adjustment to the carrying amount of
a hedged item for which the effective interest method
is used, is amortised to income statement over the
period to maturity.

(b)y Ccash flow hedge

The effective portion of changes in the fair value of
derivatives that are designated and qualified as cash
flow hedges are recognised in OCI and accumulated in
equity as hedging reserve. The gain or loss relating to
the ineffective portion is recognised immediately in the
income statement.

Amounts accumulated in equity are recycled to the

income statement in the periods in which the hedged
item will affect income statement.
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When a hedging instrument expires or is sold, or
when a hedge no longer meets the criteria for hedge
accounting, any cumulative gain or loss existing in
equity at that time remains in equity and is recognised
when the forecast transaction is ultimately recognised
in the income statement. When a forecast transaction
is no longer expected to occur, the cumulative gain
or loss that was reported in equity is immediately
transferred to the income statement.

(c) Derivatives not qualified as hedges for accounting
purposes

Derivative instruments entered into as economic
hedges that do not qualify for hedge accounting are
held at fair value through profit or loss. Changes in the
fair value of any derivative instrument are recognised
immediately in the income statement.

2.10.0ffsetting financial instruments

2.1

Financial assets and liabilities are offset and the net amount
reported in the statement of financial position when there is
a legally enforceable right to offset the recognised amounts
and there is an intention to settle on a net basis or realise
the asset and settle the liability simultaneously. The legally
enforceable right must not be contingent on future events
and must be enforceable in the normal course of business
and in the event of default, insolvency or bankruptcy of the
Company or the counterparty.

.Repossessed assets

Repossessed collateral assets are accounted as assets held
for sale and reported in “Other assets” and the relevant
loans are derecognised. The repossessed collateral assets
are measured at lower of carrying amount and fair value less
costs to sell.
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2.12.Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker is the
person or group that allocates resources to and assesses
the performance of the operating segments of an entity. The
Group has determined the Chief Executive Officer as its chief
operating decision maker.

2.13.Foreign currency translation

(@)

(b)

Functional and presentation currency

Items included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment in
which the entity operates (functional currency).
The consolidated financial statements are presented
in thousands of units of Hong Kong dollars (HK$'000)
which is the Company’s functional and the Company’s
and the Group’s presentation currency.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange
gains and losses resulting from the settlement of
such transactions and from the translation at period-
end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in
the income statement.

Monetary items denominated in foreign currency are
translated with the closing rate as at the reporting
date. Non-monetary items measured at historical cost
denominated in a foreign currency are translated with
the exchange rate as at the date of initial recognition;
non-monetary items in a foreign currency that are
measured at fair value are translated using the
exchange rates at the date when the fair value was
determined.
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In the case of changes in the fair value of monetary
assets denominated in foreign currency classified
as FVOCI, a distinction is made between translation
differences resulting from changes in amortised cost of
the security and other changes in the carrying amount
of the security. Translation differences related to
changes in the amortised cost are recognised in profit
or loss, and other changes in the carrying amount,
except impairment, are recognised in OCI.

Translation differences on non-monetary financial
instruments held at FVPL are reported as part of the
fair value gain or loss. Translation differences on non-
monetary financial instruments classified as FVOCI, are
included in the fair value reserve in equity.

1# o
214.BEEE 2.14.Fixed assets

&€ B E IR LA RETHT & KRR Fixed assets are stated at historical cost less accumulated

EE1EFIIR ° depreciation and impairment losses.

MERAESEE TG IERSE Depreciation is calculated using the straight-line method

RS K AR TR R (B B R S to allocate their cost to their residual values over their
estimated useful lives.

BEREEME FREEEMNTER Right-of-Use assets on shorter of the end of the useful life of

MEREEE  FHERIEESR leased properties for the right-of-use asset or the end of the
ER(AREEBE) own use lease term

MEMEERE  HARRER A Leasehold improvements over the unexpired period of the lease

EMREE A AR JE R E ER Furniture and fixtures over the unexpired period of the lease

- =F Computer three years

MAERME =fF Office equipment three years

"E e Motor vehicle four years

BENFEAEMERA(FERERRER The assets’ residual values and useful lives are reviewed,

& B AR AT M R i E R SR o and adjusted if appropriate, at the end of each reporting
period.
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2.15.Impairment of investment in subsidiaries

Impairment testing of the investment in a subsidiary is
required upon receiving a dividend from that subsidiary if
the dividend exceeds the total comprehensive income of the
subsidiary concerned in the period the dividend is declared
or if the carrying amount of the subsidiary in the Company’s
statement of financial position exceeds the carrying amount
of the subsidiary’s net assets including goodwill in the
consolidated statement of financial position.

2.16.Current and deferred tax

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the income statement,
except to the extent that it relates to items recognised in OCI
or directly in equity. In this case, the tax is also recognised in
OCl or directly in equity.

The current income tax charge is calculated on the basis of
the tax laws enacted or substantively enacted at the end of
the reporting period in the countries where the Company
and its subsidiaries operate and generate taxable income.
Management periodically evaluates positions taken in
tax returns with respect to situations in which applicable
tax regulation is subject to interpretation and considers
whether it is probable that a taxation authority will accept
an uncertain tax treatment. The Group measures its tax
balances either based on the most likely amount or the
expected value, depending on which method provides a
better prediction of the resolution of the uncertainty.

Deferred tax is provided in full, using the liability method,
on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in
the consolidated financial statements. Deferred tax is
determined using tax rates that have been enacted or
substantially enacted by the end of the reporting period and
are expected to apply when the related deferred tax asset is
realised or the deferred tax liability is settled.
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Deferred tax assets are recognised where it is probable that
future taxable profits will be available against which the
temporary differences can be utilised.

Deferred tax assets and liabilities are offset where there is
a legally enforceable right to offset current tax assets and
liabilities and where the deferred tax balances relate to the
same taxation authority. Current tax assets and tax liabilities
are offset where the entity has a legally enforceable right to
offset and intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

2.17.Employee benefits

@)

Employee leave entitlements

Employee entitlements to annual leave are recognised
when they accrue to employees. An accrual is made
for the estimated liability for annual leave and long-
service leave as a result of services rendered by
employees up to the end of each reporting period.

Employee entitlements to sick leave, maternity or
paternity leave are recognised when the absence
occurs.

Bonus plans

The Group recognises a liability and an expense
for bonuses, based on a formula that takes into
consideration the profit after certain adjustments.
The Group recognises a provision where contractually
obliged or where there is a past practice that has
created constructive obligations.
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(c) Pension obligations

The Group offers a mandatory provident fund scheme
and a defined contribution scheme, the assets of which
are generally held in separate trustee-administered
funds. These pension plans are generally funded by
payments from employees and by the Group.

The Group’s contributions to the mandatory provident
fund scheme and defined contribution scheme are
expensed as incurred.

2.18.Leases

(@ Asalessee

(i)

Right-of-use assets

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

Right-of-use assets are tested for impairment
whenever events or changes in circumstances
indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for
the amount by which the asset's carrying amount
exceeds it recoverable amount. The recoverable
amount is the higher of an asset’s fair value less
costs of disposal and value in use.
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Lease liabilities

At the commencement date of the lease, the
Group recognises 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.
The lease payments also include the exercise
price of a purchase option reasonably certain
to be exercised by the Group and payments of
penalties for terminating a lease, if the lease
term reflects the Group exercising the option to
terminate.

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 amount of lease liabilities is increased
to reflect the accretion of interest and reduced
for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured
if there is a modification.

Short-term leases and leases of low-value assets

The Group applies the short-term lease
recognition exemption to its short-term leases
with a lease term of 12 months or less from
the commencement date and do not contain a
purchase option. It also applies the lease of low-
value assets recognition to leases of assets that
are considered as low value. Lease payments on
short-term leases and leases of low-value assets
are recognised as expense on a straight-line
basis over the lease term.



219. & RERFRLIEH

RASREXRME RERFRAE
HEBERIHER=1EA AR
iEh - BIEIRSMIRITAER o B
HESZRNBRACHNSENEAS - M
HEEZPNARTS -

2.20.fx B9 EC

2.21

AEBEHRIRE AR Z A EE
ERERTBRERETRAEZLEE
K~ BRI & HIAR I R 2Rk 2 AT
SR REHRER -

RERBRESHIER

AEBEERXBBRETRERRA
% UIRBEZANERIREFAAN
ijd% J’Lﬁ‘“*ﬂﬁﬁﬁm Zliﬁié

1 M$Eﬁliﬁéiﬁvﬂﬁf§ﬁﬁ%ﬁ#ﬂ“ P
BEEXRREAR - R KR
B o

AREEEET  AKEFHBRE
AR o AMEBRRE KA
BEEBRRAREXEANELR  B5
Ef% BA B RHRR A ORRE
DHFFERREREEL LEE - 8
E% RENEHERRBRER

BEKLEHT  AEERHEBER

REBRBALY  MRERAEEDN
—RIEZNRBAOMMEHAHAR
RS -

2.19.Cash and cash equivalents

For the purposes of the statement of cash flows, cash and
cash equivalents comprise balances with original maturities
of three months or less, including cash and balances with
banks that are readily convertible to known amounts of cash
and are subject to an insignificant risk of change in value.

2.20.Dividend distribution

2.21

Provision is made for the amount of any dividend declared,
being appropriately authorised and no longer at the
discretion of the entity, on or before the end of the reporting
period but not distributed at the end of the reporting period.

.Insurance and reinsurance contracts classification

The Group issues insurance contracts in the normal course
of business, under which it accepts significant insurance
risk from its policyholders. In general, the Group determines
whether it has significant insurance risk, by comparing
benefits payable after an insured event with benefits payable
if the insured event had not occurred. Insurance contracts
can also transfer financial risk.

In the normal course of business, the Group uses
reinsurance to mitigate its risk exposures. A reinsurance
contract transfers significant risk if it transfers substantially
all of the insurance risk resulting from the insured portion
of the underlying insurance contracts, even if it does not
expose the reinsurer to the possibility of a significant loss.

The Group issues reinsurance contracts in the normal course
of business to compensate other entities for claims arising
from one or more insurance contracts issued by those
entities.
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2.22.Insurance and reinsurance contracts accounting
treatment

@)

Level of aggregation

HKFRS 17 requires an entity to determine the level of
aggregation for applying its requirements. The level
of aggregation for the Group is determined firstly by
dividing the insurance contracts written into portfolios.
Portfolios comprise groups of contracts with similar
risks which are managed together. Portfolios are
further divided based on expected profitability at
inception into three categories: onerous contracts,
contracts with no significant risk of becoming onerous,
and the remainder. This means that, for determining
the level of aggregation, the Group identifies a
contract as the smallest “unit’, i.e., the lowest common
denominator. The Group then makes an evaluation of
whether a series of contracts can be treated together
in making the profitability assessment based on
reasonable and supportable information, or whether
a single contract contains components that need to
be separated and treated as if they were stand-alone
contracts. HKFRS 17 also requires that no group for
level of aggregation purposes may contain contracts
issued more than one year apart. Accordingly, each
portfolio is disaggregated into groups of contracts that
are issued within a calendar year (annual cohorts).

The Group has defined portfolios of insurance and
reinsurance contracts issued based on its product lines
due to the fact that the products are subject to similar
risks and managed together. The expected profitability
of these portfolios at inception is determined based on
the existing actuarial valuation models which take into
consideration existing and new business.

The groups of contracts for which the fair value
approach has been adopted on transition include
contracts issued more than one year apart.
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The insurance contracts portfolios are divided into:

o a group of contracts that are onerous at initial
recognition;

. a group of contracts that at initial recognition
have no significant possibility of becoming
onerous subsequently; and

. a group of the remaining contracts in the
portfolio.

The reinsurance contracts held portfolios are divided
into:

o a group of contracts on which there is a net gain
on initial recognition,;

. a group of contracts that have no significant
possibility of a net gain arising subsequent to
initial recognition; and

. a group of the remaining contracts in the
portfolio.

Recognition

The Group recognises groups of insurance contracts
that it issues from the earliest of the following:

e the beginning of the coverage period of the
group of contracts;

3 the date when the first payment from a
policyholder in the group is due, or when the first
payment is received if there is no due date; or

o for a group of onerous contracts, as soon as
facts and circumstances indicate that the group
iS onerous.
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The Group recognises a group of reinsurance contracts
held it has entered into from the earliest of the
following:

o the beginning of the coverage period of the
group of reinsurance contracts held. However,
the Group delays the recognition of a group
of reinsurance contracts held that provide
proportionate coverage until the date when
any underlying insurance contract is initially
recognised, if that date is later than the
beginning of the coverage period of the group of
reinsurance contracts held; and

o the date the Group recognises an onerous group
of underlying insurance contracts if the Group
entered into the related reinsurance contract
held in the group of reinsurance contracts held at
or before that date.

Only contracts that individually meet the recognition
criteria by the end of the reporting period are included
in the groups. When contracts are identified to meet
the recognition criteria in the groups after reporting
date, they are added to the groups in the reporting
period in which they are identified to meet the
recognition criteria. The Group adds new contracts to
the group in the reporting period in which that contract
meets one of the criteria set out above.

Onerous groups of contracts

The Group has determined whether any contracts
issued form a group of onerous contracts before the
earlier of the beginning of the coverage period and
the date when the first payment from a policyholder
in the group is due. The Group looks at facts and
circumstances to identify if a group of contracts are
onerous based on:

. pricing information;

. results of similar contracts it has recognised; and

o environmental factors, e.g., a change in market
experience or regulations.
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Contract boundary

The Group includes in the measurement of a group of
insurance contracts all the future cash flows within the
boundary of each contract in the group. Cash flows
are within the boundary of an insurance contract if
they arise from substantive rights and obligations that
exist during the reporting period in which the Group
can compel the policyholder to pay the premiums,
or in which the Group has a substantive obligation to
provide the policyholder with services. A substantive
obligation to provide services ends when:

. the Group has the practical ability to reassess
the risks of the particular policyholder and, as
a result, can set a price or level of benefits that
fully reflects those risks; or

o the Group has the practical ability to reassess the
risks of the portfolio of insurance contracts that
contain the contract and, as a result, can set a
price or level of benefits that fully reflects the risk
of that portfolio; and

. the pricing of the premiums for coverage up to
the date when the risks are reassessed does not
take into account the risks that relate to periods
after the reassessment date.

A liability or asset relating to expected premiums or
claims outside the boundary of the insurance contract
are not recognised. Such amounts relate to future
insurance contracts.
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Insurance contracts — initial measurement

The Group measures a group of insurance contracts as
the total of:

. fulfilment cash flows; and

o a CSM representing the unearned profit the
Group will recognise as it provides service under
the insurance contracts in the group.

Fulfilment cash flows comprise unbiased and
probability-weighted estimates of future cash flows,
discounted to present value to reflect the time value
of money and financial risks, plus a risk adjustment for
non-financial risk.

The Group’s objective in estimating future cash
flows is to determine the expected value, or the
probability-weighted mean, of the full range of possible
outcomes, considering all reasonable and supportable
information available at the reporting date without
undue cost or effort. The Group estimates future cash
flows considering a range of scenarios which have
commercial substance and give a good representation
of possible outcomes. The cash flows from each
scenario are probability-weighted and apply the current
discount rates to reflect the time value of money and
the financial risks related to those cash flows.

When estimating future cash flows, the Group includes
all cash flows that are within the contract boundary
including:

. premiums and related cash flows;

. claims and benefits, including reported claims
not yet paid, incurred claims not yet reported
and expected future claims;

. an allocation of insurance acquisition cash flows
attributable to the portfolio to which the contract
belongs;
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o claims handling costs;

o policy administration and maintenance costs,
including recurring commissions that are
expected to be paid to intermediaries; and

. an allocation of fixed and variable overheads
directly attributable to fulfilling insurance
contracts.

The Group does not provide investment-return
services in respect of contracts that it issues, nor
does it perform investment activities for the benefit of
policyholders.

The Group incorporates, in an unbiased way, all
reasonable and supportable information available
without undue cost or effort about the amount,
timing and uncertainty of those future cash flows.
The Group estimates the probabilities and amounts
of future payments under existing contracts based on
information obtained, including:

. information about claims already reported by
policyholders;

. other information about the known or estimated
characteristics of the insurance contracts;

. historical data about the Group’s own experience,
supplemented when necessary with data from
other sources. Historical data is adjusted to
reflect current conditions; and

current pricing information, when available.

The measurement of fulfilment cash flows includes
insurance acquisition cash flows which are allocated
as a portion of premium to profit or loss (through
insurance revenue) over the period of the contract
in a systematic and rational way on the basis of the
passage of time. The Group does not elect to accrete
interest on insurance acquisition cash flows to be
allocated to profit or loss.
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The Group’s CSM is a component of the insurance
asset or liability for the group of insurance contracts
that results in no income at initial recognition. The
level of aggregation for CSM is on a group of contracts
basis consistent with the level of aggregation specified
above. If the fulfilment cash flows allocated to the
group of insurance contracts, together with any
previously recognised insurance acquisition cash flows
and any cash flows arising from the contracts at the
date of initial recognition in total are a net outflow,
the group of contracts is considered to be onerous. A
loss from onerous insurance contracts is recognised in
profit and loss immediately.

For reinsurance contracts, the Group recognises any
net gain or net cost as a CSM at initial recognition.
If any net cost of obtaining reinsurance coverage
relates to an insured event that occurred before
the purchase of the group of reinsurance contracts
held, it is recognised immediately in profit or loss.
In addition, if the underlying insurance contracts
are in an onerous position, the Group is allowed to
recognise a reinsurance gain immediately in profit or
loss for the portion of claims that the Group expects
to recover from the reinsurance, if the reinsurance
held was entered into prior to or at the same time as
the onerous contract. Consequently, a loss-recovery
component is created and adjusted for the group of
reinsurance contracts. This determines the amounts
that are subsequently presented in profit or loss as
reversals of recoveries of losses from the reinsurance
contracts and are excluded from the allocation of
reinsurance premiums paid. The Group adjusts the
loss-recovery component to reflect changes in the loss
of an onerous group of underlying insurance contracts.
The carrying amount of the loss-recovery component
must not exceed the portion of the carrying amount of
the loss of the onerous group of underlying insurance
contracts that the Group expects to recover from the
group of reinsurance contracts.

Measurement of reinsurance contract cash flows is
consistent with the underlying insurance contracts, but
with an adjustment for any risk of non-performance by
the reinsurer.
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Insurance contracts — subsequent measurement

The CSM at the end of the reporting period represents
the profit in the group of insurance contracts that has
not yet been recognised in profit or loss, because it
relates to future service to be provided.

For each profitability group of insurance contracts, the
carrying amount of the CSM of the group at the end of
the reporting period is adjusted by the Group to reflect
the effect of the following changes:

. the effect of any new contracts added to the
group;

3 interest accreted on the carrying amount of the
CSM during the reporting period, measured at
the discount rates at initial recognition;

o the changes in fulfilment cash flows relating to
future service, except to the extent that: (i) such
increases in the fulfilment cash flows exceed
the carrying amount of the CSM, giving rise to a
loss; or (i) such decreases in the fulfilment cash
flows are allocated to the loss component of the
liability for remaining coverage (LRC); and

o the amount recognised as insurance revenue
because of the transfer of services in the
period, determined by the allocation of the CSM
remaining at the end of the reporting period
(before any allocation) over the current and
remaining coverage period.

The discount rate is determined periodically and only
the set of locked-in discount rates for a group of
contracts in each period will be applied for subsequent
measured. The discount rate used for accretion of
interest on the CSM is determined using the bottom-up
approach (Note 4.4(b)).
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difference between the premium receipts
(and any related cash flows such as insurance
acquisition cash flows) and the estimate, at
the beginning of the period, of the amounts
expected. Differences related to premiums
received (or due) related to current or past
services are recognised immediately in profit
or loss while differences related to premiums
received (or due) for future services are adjusted
against the CSM,;

changes in estimates of the present value of
future cash flows in the liability for remaining
coverage, except those relating to the time
value of money and changes in financial
risk (recognised in the consolidated income
statement and consolidated statement of
comprehensive income rather than adjusting the
CSMy;

differences between any investment component
expected to become payable in the period and
the actual investment component that becomes
payable in the period; and

changes in the risk adjustment for non-financial
risk that relate to future service.
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Except for changes in the risk adjustment, adjustments
to the CSM noted above are measured at discount
rates that reflect the characteristics of the cash
flows of the group of insurance contracts at initial
recognition.

Where, during the coverage period, a loss is created
for a group of insurance contracts becoming onerous
when there is an increase in fulfilment cash flows
that exceeds the carrying amount of the CSM. Once
a change in fulfilment cash flows reduces CSM to nil,
the excess establishes a loss which is recognised in
profit and loss immediately for the net cash outflow.
A loss component is established by the Group for the
liability for remaining coverage for such onerous group
depicting the losses recognised. Any subsequent
decrease in the fulfilment cash flows will reverse the
losses previously recognised in profit and loss. Any
remaining loss will be released based on a systematic
allocation of subsequent changes relating to future
service in the fulfilment cash flows.

The Group measures the carrying amount of a group of
insurance contracts at the end of each reporting period
as the sum of (i) the liability for remaining coverage
comprising the fulfilment cash flows related to future
service allocated to the group at that date and the
CSM of the group at that date; and (i) the liability for
incurred claims (LIC) for the Group comprising the
fulfilment cash flows related to past service allocated
to the group at that date (i.e. the fulfilment cash flows
for incurred claims and expenses that have not yet
been paid, including claims that have been incurred
but not yet reported). The fulfilment cash flows at
the reporting dates are measured using the current
estimates of expected cash flows, current discount
rates and current estimates of the risk adjustment for
non-financial risk.
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For reinsurance contracts, the carrying amount
represents the sum of (i) the asset for remaining
coverage comprising the fulfilment cash flows that
relate to services that will be received under the
contracts in future periods and any remaining CSM at
that date; and (i) the asset for incurred claims for the
Group comprising the fulfilment cash flows related to
past service allocated to the group at that date (i.e.
the fulfilment cash flows for incurred recoveries that
have not been received, including recoveries that have
been incurred but not yet reported). The fulfilment
cash flows at the reporting dates are measured using
the current estimates of expected cash flows, current
discount rates and current estimates of the risk
adjustment for non-financial risk.

Insurance contracts — modification and
derecognition

The Group derecognises insurance contracts when:

. the rights and obligations relating to the contract
are extinguished (i.e., discharged, cancelled or
expired); or

. the contract is modified such that the
modification results in a change in the
measurement model or the applicable standard
for measuring a component of the contract,
or the modified contract would have had a
substantially different contract boundary, or the
modified contract would have been included
in a different group of contracts. In such cases,
the Group derecognises the initial contract
and recognises the modified contract as a new
contract.
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Insurance acquisition cash flows

Insurance acquisition cash flows arise from the costs of
selling, underwriting and starting a group of insurance
contracts (issued or expected to be issued) that are
directly attributable to the portfolio of insurance
contracts to which the group belongs.

Presentation

The Group has presented separately in the statement
of financial position the carrying amount of portfolios
of insurance contracts issued that are assets, portfolios
of insurance contracts issued that are liabilities,
portfolios of reinsurance contracts held that are assets
and portfolios of reinsurance contracts held that are
liabilities.

The Group disaggregates the amounts recognised in
the consolidated income statement and consolidated
statement of comprehensive income into insurance
service result, comprising insurance revenue and
insurance service expenses from investment results,
which comprises insurance finance income or
expenses.

The Group does not disaggregate the change in risk
adjustment for non-financial risk between a financial
and non-financial portion and includes the entire
change as part of the insurance service result.

The Group separately presents income or expenses

from reinsurance contracts held and from insurance
contracts issued.
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Insurance revenue

The Group's insurance revenue depicts the
performance of insurance services through
provision of coverage and other services arising
from a group of insurance contracts at an
amount that reflects the consideration to which
the Group expects to be entitled in exchange for
those services. Insurance revenue from a group
of insurance contracts is therefore the relevant
portion for the period of the total consideration
for the contracts, (i.e., the amount of premiums
paid to the Group adjusted for financing effect
(the time value of money) and excluding
investment components). The total consideration
for a group of contracts covers amounts related
to the provision of services and is comprised of:

o expected insurance service expenses for
claims and other insurance expenses,
excluding any amounts allocated to the loss
component of the liability for remaining
coverage,

o the risk adjustment for non-financial risk,
excluding any amounts allocated to the loss
component of the liability for remaining
coverage,

o the CSM release; and

o amounts related to recovery of insurance
acquisition cash flows.

For management judgement applied to the
amortisation of CSM, please refer to Note 4.4(d).
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Insurance services expenses

The insurance service expenses arising from
insurance contracts are recognised in profit
or loss as they are incurred. The insurance
service expenses comprise: (a) incurred claims
and other insurance expenses; (b) losses on
onerous contracts and reversal of such losses; (c)
adjustments to liability for incurred claims; and
(d) related to amortising of insurance acquisition
cash flows.

Loss components

The Group has grouped contracts that are
onerous at initial recognition separately from
contracts in the same portfolio that are not
onerous at initial recognition. Groups that
were not onerous at initial recognition can also
subsequently become onerous if assumptions
and experience changes. The Group has
established a loss component of the liability
for remaining coverage for any onerous group
depicting the future losses recognised.

A loss component represents a notional record
of the losses attributable to each group of
onerous insurance contracts (or contracts
profitable at inception that have become
onerous). The loss component is released based
on a systematic allocation of the subsequent
changes in the fulfilment cash flows to: (i) the
loss component; and (ii) the liability for remaining
coverage excluding the loss component. The
loss component is also updated for subsequent
changes in estimates of the fulfilment cash
flows related to future service. The systematic
allocation of subsequent changes to the loss
component results in the total amounts allocated
to the loss component being equal to zero by
the end of the coverage period of a group of
contracts (since the loss component will have
been materialised in the form of incurred claims).
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Loss-recovery components

When the Group recognises a loss on initial
recognition of an onerous group of underlying
insurance contracts or when further onerous
underlying insurance contracts are added to a
group, the Group establishes a loss-recovery
component of the asset for remaining coverage
for a group of reinsurance contracts held
depicting the recovery of losses.

Where a loss component has been set up
subsequent to initial recognition of a group of
underlying insurance contracts, the portion of
income that has been recognised from related
reinsurance contracts held is disclosed as a loss-
recovery component.

Where a loss-recovery component has been
set up at initial recognition or subsequently, the
Group adjusts the loss-recovery component to
reflect changes in the loss component of an
onerous group of underlying insurance contracts.

The carrying amount of the loss-recovery
component must not exceed the portion of the
carrying amount of the loss component of the
onerous group of underlying insurance contracts
that the Group expects to recover from the group
of reinsurance contracts held. On this basis,
the loss-recovery component recognised at
initial recognition is reduced to zero in line with
reductions in the onerous group of underlying
insurance contracts and is nil when loss
component of the onerous group of underlying
insurance contracts is nil.
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Insurance finance income and expense

Insurance finance income or expenses comprise
the change in the carrying amount of the group
of insurance contracts arising from:

. the effect of the time value of money and
changes in the time value of money,; and

. the effect of financial risk and changes in
financial risk.

The Group disaggregates insurance finance
income or expenses on insurance and
reinsurance contracts issued between profit or
loss and OCI for general insurance business.
The impact of changes in market interest rates
on the value of the insurance and related
reinsurance assets and liabilities are reflected in
OCl in order to minimise accounting mismatches
between the accounting for financial assets and
insurance assets and liabilities. The impacts from
differences between current period rates and
locked-in rates are presented in OCI.

For general insurance business, the Group'’s
invested assets which are deposits and debt
securities investments backing the groups of
insurance contracts measured under the GMM
are measured at amortised costs. As a result, the
effect of the time value of money for the groups
of insurance contracts are reflected in profit or
loss and the effect of financial risk and changes
in financial risk is reflected in OCI.

The Group systematically allocates expected
total insurance finance income or expenses over
the duration of the group of contracts to profit
or loss using discount rates determined on initial
recognition of the group of contracts for which
changes in assumptions that relate to financial
risk do not have a substantial effect on the
amounts paid to the policyholder.
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In the event of transfer of a group of insurance
contracts or derecognition of an insurance
contract, the Group reclassifies the insurance
finance income or expenses to profit or loss as
a reclassification adjustment of any remaining
amounts for the group (or contract) that were
previously recognised in OCI.

With respect to the annuity business, insurance
finance income or expenses on the issued
insurance contracts is not disaggregated because
the related financial assets are managed on a fair
value basis and measured at fair value through
profit or oss.

Net income or expense from reinsurance
contracts held

The Group presents on the face of the
consolidated income statement and consolidated
statement of comprehensive income the net
amounts of expected recovery from reinsurers
and an allocation of the reinsurance premiums
paid. The Group treats reinsurance cash flows
that are contingent on claims on the underlying
contracts as part of the claims that are expected
to be reimbursed under the reinsurance contract
held. Amounts relating to the recovery of losses
from reinsurance of onerous direct contracts
are included as amounts recoverable from the
reinsurer. For reinsurance cash flows that are
not contingent on claims on the underlying
contracts (for example, some types of ceding
commissions), they are treated as reduction
in reinsurance premiums paid. The allocation
of reinsurance premiums paid represents the
total of the changes in the asset for remaining
coverage that relate to services for which the
Group expects to pay consideration.
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2.23.Loans that transfer significant insurance risk

There are contracts issued by the Group with a feature
combining a loan component with an agreement to
compensate the borrowers by waving the borrowers’
outstanding debt (for example, repayment of the loan
balance and payment of interest) if a specified uncertain
future event adversely affects the borrowers (for example,
death). The insurance risk transferred by these contracts
arises primarily from guarantees provided to the borrowers
of the maximum amount of outstanding debt that is
repayable if specified uncertain future events occur. In
accordance with HKFRS 17, the loan component is no longer
allowed to account separately from an insurance contract.
On the other hand, it is allowed to apply HKFRS 9 to account
for both components of such contracts in entirety. The
Group has applied HKFRS 9 to such contracts. The objective
of the Group’s business model is to hold relevant loans
with insurance cover to collect contractual cash flows
until maturity rather than to sell. However, the cash flows
of these contracts fail to meet the “solely for payments
of principal and interest” test in view of the non-recourse
feature as the credit risk of the Group is exchanged for the
performance of underlying collateral value for repayment
of loan balance and payment of interest. Accordingly, such
contracts (with both loan and insurance components in
entirety) are measured as fair value through profit or loss
under HKFRS 9. The determination of the fair value of these
loans is based on income approach by discounting future
cash flows (including annuity payout, premium and interest
income, loan prepayment, collateral property value and so
on) to present value at a rate that market participant would
use when pricing the similar asset.

2.24.Contingency reserve

For general insurance business, 50% or 75% of the relevant
premiums or insurance premium earned, depending on
the respective product, under Insurance Ordinance basis
is set aside as a contingency reserve for a period of time
in accordance with relevant regulatory guidelines and as
considered appropriate by the directors. Withdrawals from
the contingency reserve can be made to meet excess claims
at any time during the period. At the end of the reporting
period, the unutilised balance of the contingency reserve can
be released to retained profits.
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3.

Financial risk management

3.1. Strategy in using financial instruments

The major activities of the Group are (i) to purchase
portfolios of mortgages or loans; (i) to raise financing for its
purchase of assets through issuance of debt securities; (iii)
to develop infrastructure financing business; (iv) to provide
mortgage insurance cover in respect of mortgage loans
and reverse mortgage loans originated by participating
lenders and secured on residential properties in Hong Kong,
life insurance policies and other assets, if applicable; (v) to
operate a scheme for the Government of the Hong Kong
Special Administrative Region (Government) providing
guarantee on loans advanced by participating lenders for
local small and medium enterprises (SMES) and to operate
a scheme for the Government providing 100% guarantee
on loans advanced by participating lenders for unemployed
individuals; and (vi) to offer life annuity products in or
from Hong Kong. By their nature, the Group’s activities
are principally related to the use of financial instruments
including cash, loans, debts, investments, and derivatives.

The Group's activities expose it to a variety of financial
risks and those activities involve the analysis, evaluation,
acceptance and management of some degree of risk
or combination of risks. The Group manages the risks
in a prudent manner in sustaining the Group’s financial
performance.

The Corporate Risk Management Committee is set up at
group level to provide oversight of the enterprise-wide
risk matters including financial and non-financial risks.
The policies and limits for various risks are monitored and
reviewed regularly by various management committees
of the Company, including Infrastructure Financing and
Securitisation Investment Committee (IFSIC), Credit
Committee, Asset and Liability Committee (ALCO),
Transaction Approval Committee (TAC), Environmental,
Social and Governance (ESG) Committee, and Operational
Risk Committee (ORC) which report to the Corporate Risk
Management Committee.
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The IFSIC executes oversight and approval authority
over all investments in infrastructure loans. The Credit
Committee oversees the credit policies and standards for
asset acquisition. The ALCO oversees the implementation
of market risk management and investment guidelines
approved by the Board of Directors. The TAC conducts an in-
depth analysis of pricing economics and associated risks for
business transactions, whilst taking into consideration the
latest market conditions and business strategies approved
by the Board. The ESG Committee is established to direct
and oversee the development and implementation of ESG
strategy having regard to the relevant requirements and
guidelines. The ORC is responsible for ensuring that all
business entities and line functions maintain an effective
operational risk and internal control framework. The ORC is
also responsible for providing directions and resolving issues
related to policies, controls and management of operational
issues referred to by line functions, as well as ensuring
prompt and appropriate corrective action in response to
audit findings related to operational risks or internal controls.

The Group also established Longevity Risk Committee
to manage longevity risk of the Group. Its duties include
approving longevity risk management policies and hedging
transactions and reviewing longevity experiences and
exposures of the Group. It also monitors and analyses the
general trend, technological changes and their implications
for human longevity.

In respect of general insurance business, a Risk Committee
is established by HKMC Insurance Limited (HKMCI) as an
independent oversight committee to assist its Board to
oversee implementation of risk management framework
and manage all risks faced by the HKMCI. For HKMC Annuity
Limited (HKMCA), a Risk Committee is established to
manage the enterprise-wide risk matters, including financial
and non-financial risks.

In addition, Group Internal Audit Department is responsible
for the independent review of the internal control systems of
the Group.

The most important types of risks are credit risk, market risk

which includes currency risk, interest rate risk and equity
price risk, liquidity risk and insurance risk.
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3.2. Creditrisk

The Group's principal financial assets are its cash and
short-term funds, investment securities, placements with
the Exchange Fund, loan portfolio and loans with 100%
guarantee from the Government under the SME Financing
Guarantee Scheme (SFGS) and Dedicated 100% Loan
Guarantee Schemes (DLGS). The credit risk on liquid funds
and investment securities is limited because the credit
ratings of the counterparties, mainly sovereigns, quasi-
sovereign agencies, banks and companies, should meet the
minimum requirement in accordance with the investment
guidelines approved by the Board of Directors (except for
infrastructure-related bonds). The capital of the HKMCA
and the HKMCI as well as premium receipts of the HKMCA
are placed with the Exchange Fund managed by the Hong
Kong Monetary Authority (HKMA). The credit risk on the
placements with the Exchange Fund is very limited as it is
exposure to the Government. Regarding loans with 100%
guarantee from the Government, the credit default risk of the
loans is fully guaranteed by the Government.

The Group’s credit risk is primarily attributable to its loan
portfolio, which is the risk that a loan borrower will be unable
to pay amounts in full when due. The Group therefore has a
prudent policy for managing its exposure to credit risk.

To maintain the quality of the loan portfolios (including
infrastructure debts exposure), the Group adheres to a
prudent risk management framework to (i) select Approved
Sellers with established criteria; (ii) adopt prudent asset
purchasing criteria; (iii) conduct effective and in-depth due
diligence reviews; (iv) implement robust project structures
and financing documentation; (v) perform an ongoing
monitoring and reviewing mechanism; and (vi) ensure
adequate protection for higher-risk assets or transactions.

The Group undertakes ongoing credit review with special
attention paid to problem loans. Business units will monitor
these loans and take recovery action such as establishing
relief plan with borrowers in order to maximise recoveries.
Loan impairment assessment is performed regularly and
impairment allowance is charged to income statement in
accordance with the guidelines approved by the Credit
Committee.
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Collateral and other credit enhancements

The Group has implemented guidelines on the acceptability
of specific classes of collateral on credit risk mitigation,
which are subject to regular review.

Loan portfolio and loans with 100% guarantee from the
Government

The principal collateral types for residential mortgage
portfolio mainly consist of properties located in Hong Kong.
For hire purchase receivable, the collateral types include
taxi and public light bus licenses. Residential mortgage
portfolio and hire purchase receivable are generally secured
by collateral. The current collateral value of properties is
determined with the use of public indices on a portfolio
basis. The principal collateral types for infrastructure loan
portfolio mainly consist of security interests in the assets of
the borrowers and assignment of key project documents
and/or charge over bank accounts but the actual security
varies projects to projects.

Regarding loans with 100% guarantee from the Government,
no collateral is sought as the credit default risk of the loans is
fully guaranteed by the Government. Please refer to Note 19
for more details.

Time deposits with banks, investment securities and
placements with the Exchange Fund

Collaterals are generally not sought for time deposits with
banks as the exposures are considered to be low risk due
to the nature of the counterparties and short-term maturity.
Investment securities and placements with the Exchange
Fund are generally unsecured.
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Derivative financial instruments

The Group enters into ISDA master agreement with all
counterparties for derivative transactions where each party
will be able to settle all outstanding amounts on a net basis
in the event of default of the other party. The Group also
executed Credit Support Annex (CSA) with all counterparties
in conjunction with the master agreement. Under CSA,
collateral is passed between the parties to mitigate the
counterparty risk inherent in outstanding positions.

For financial instruments such as derivatives, exposures
are monitored against counterparty risk limits established
in accordance with the investment guidelines and credit
risk policy of the Group. These counterparty risk limits
are subject to regular review by the Credit Committee
on an annual basis. At any one time, the amount subject
to counterparty risk is limited to the current fair value of
instruments favourable to the Group (i.e. assets with positive
fair value), which in relation to derivatives is only a small
fraction of the contract, or notional values used to express
the volume of instruments outstanding. This counterparty
risk exposure is managed as part of the overall credit limits
with counterparties, together with potential exposures from
market movements.

Mortgage insurance contracts, other guarantee and
insurance contracts, and reinsurance contracts held

The details are disclosed in Note 3.5.

Settlement risk arises in any situation where a payment in
cash, securities or equities is made in the expectation of a
corresponding receipt in cash, securities or equities. Daily
settlement limits are established for each counterparty to
cover the aggregate of all settlement risk arising from the
Group's market transactions on any single day.
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Expected credit loss (ECL) measurement

For financial assets, the following credit risk modelling
applies:

The Group considers the probability of default upon
initial recognition of asset and whether there has been
a significant increase in credit risk on an ongoing basis
throughout each reporting period. To assess whether there
is a significant increase in credit risk, the Group compares
the risk of a default occurring on the asset as at the
reporting date with the risk of default as at the date of initial
recognition. It considers available reasonable and supportive
forward-looking information with the following indicators
incorporated:

o external credit rating (as far as available);

o actual or expected significant adverse changes in
business, financial or economic conditions that
are expected to cause a significant change to the
borrower’s ability to meet its obligations;

o significant increases in credit risk on other financial
instruments of the same borrower,

. significant changes in the value of the collateral
supporting the obligation or in the quality of third-party
guarantees or credit enhancements; and

o significant changes in the expected performance and
behaviour of the borrower, including changes in the
payment status of borrowers in the group and changes
in the financial conditions of the borrower.

A three-stage approach to measuring ECLs is applied on
loan portfolio, cash and short-term funds and investment
securities accounted for at amortised cost and FVOCI.
Financial assets migrate through the following three stages
based on the change in credit quality since initial recognition:
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Stage 1: 12-month ECLS

For exposures where there has not been a significant
increase in credit risk since initial recognition and that are
not credit impaired upon origination, the portion of the
lifetime ECL associated with the probability of default events
occurring within the next 12 months is recognised.

Stage 2: Lifetime ECLs — not credit impaired

For credit exposures where there has been a significant
increase in credit risk since initial recognition but that are not
credit impaired, a lifetime ECL is recognised.

Stage 3: Lifetime ECLs — credit impaired

Financial assets are assessed as credit impaired when
one or more events that have a detrimental impact on the
estimated future cash flows of that asset have occurred.
For financial assets that have become credit impaired, a
lifetime ECL is recognised and interest income is calculated
by applying the effective interest rate to the amortised cost
(net of impairment provision) rather than the gross carrying
amount.

ECLs are derived from unbiased and probability-weighted
estimates of expected loss. The amount of the ECLS is
recognised using an impairment allowance account with the
movement in this account charged to income statement.

At initial recognition, impairment allowance is required for
ECLs resulting from default events that are possible within
the next 12 months (12-month ECLS). At each reporting
date, the Group assesses whether there has been a
significant increase in credit risk for financial assets since
initial recognition by comparing the risk of default occurring
over the expected life between the reporting date and
the date of initial recognition. In the event of a significant
increase in credit risk, impairment allowance is required
from all possible default events over the expected life of
the financial assets (Lifetime ECLS). If, in a subsequent
period, credit quality improves and reverses any previously
assessed significant increase in credit risk since origination,
then the impairment allowance reverts from Lifetime ECLS to
12-month ECLS.
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Financial assets are written off when there is no reasonable
expectation of recovery, such as a debtor failing to engage
in a repayment plan with the Group. Loans are written off
after all the necessary procedures have substantially been
completed and the amount of the loss has been determined.
Where loans have been written off, the Group continues
to engage in enforcement activity to attempt to recover
the receivable due. Where recoveries are made, these are
recognised in profit or loss.

No impairment allowance was made on interest and
remittance receivables, deposits and other assets as the
amount was immaterial.

The Group uses three categories for loans which reflect their
credit risk and how the loan loss provision is determined for
each of those categories.

(@ Loans with 100% guarantee from the Government

These loans are fully guaranteed by the Government as
detailed in Note 19. The Group uses three categories
for loans which reflect their credit risk:

Stage 1: It represents performing loans with low risk
of default and the borrower has a strong
capacity to meet contractual cash flows.

Stage 2: It represents loans with significant increase
in credit risk since the moment of acquisition,
for example there is interest or principal
payment overdue between 30 days and 60
days.

Stage 3: It represents loans with significant increase in
credit risk with interest or principal payment
overdue for over 60 days, or loans with
default notice submitted by banks.
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Given the default loss of these loans are fully
guaranteed, no impairment allowance is recognised in
view of the minimal default risk of the Government.

F—MEE FoMEE E=MEE B
Stage 1 Stage 2 Stage 3 Total

FER FET TR TR

As at 31 December 2025

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

59,654,396 1,148,949 2,710,981 63,514,326

WRE A Gross carrying amount
AR Impairment allowance
R E {8 Carrying amount

59,654,396 1,148,949 2,710,981 63,514,326

RZZE-_WFE+=-A=+—H”
As at 31 December 2024

F—FER FEREER FE=PEER HaE
Stage 1 Stage 2 Stage 3 Total
FATT FHTT FHIT FATT
HK$'000 HK$'000 HK$'000 HK$'000

74,154,028 1,754,591 6,874,079 82,782,698

IR ARE Gross carrying amount
BB Impairment allowance
MR A Carrying amount

74,154,028 1,754,591 6,874,079 82,782,698
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A summary of the assumptions underpinning the
Group's ECL model on loans is as follows:

Rl
Category

F—FEE

Stage 1

F_PEER

Stage 2

e —

FE=PEE

Stage 3

Write-off

HRINESR
Definition of category

ERAENRBRERIE - B EHENE

f
TAanBRERE -

Borrowers have a low risk of default and
a strong capacity to meet contractual
cash flows.

ERMEERBRAREZN: WBFE
R/HESERBEPBBIOKR - IR

Loans for which there is a significant
increase in credit risk; a significant
increase in credit risk is presumed if
interest and/or principal repayments
are more than 30 days past due.

FER/SHAEERBIEHOKX - EK
ABRES MB35 -

Interest and/or principal repayments
are 90 days past due, borrowers with
bankruptcy or properties repossessed.

W45 3B TE AR AT IR B HR ) 8 B AR
There is no reasonable expectation of
recovery on the delinquent interest
and/or principal repayments.

BRERFEERBENER
Basis for recognition of
ECL provision

1218 A TR EA= B E548 (W & E M TE HR S 2
D128 A - Bl TE HA 5 18t H TE HR 4F AP
HE-)

12-month ECLS (Where the expected
lifetime of an asset is less than 12
months, expected losses are measured at
its expected lifetime.)

BEMEREEER — ABELEERE

Lifetime ECLs — not credit impaired

BEMEREEER —FERE

Lifetime ECLs — credit impaired

Asset is written off
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However, in certain cases, the Group will also consider
a loan to be in default when internal or external
information indicates that the Group is unlikely to
receive the outstanding contractual amounts in full
before taking into account any enhancements held by
the Group.

Over the term of the loans, the Group accounts for
its credit risk by appropriately providing for ECLS on
a timely basis. In calculating the ECL rates, the Group
considers historical loss rates for each category
of loan portfolio, and adjusts for forward-looking
macroeconomic data.

Loan portfolio at amortised cost consists of residential
mortgage portfolio, infrastructure loans and others
which are hire purchase receivable and microfinance
loans.

The Group have adopted a range of economic cycle
stages for the assessment of mortgage loans and hire
purchase receivable by portfolio basis. Probabilities
are assigned to different economic cycle stages for
the assessment. Based on market outlook, Credit
Committee members form a view on the likelihood
of each economic cycle stage. The default probability
is based on the weighted average of likelihood of
different economic cycle stage and the corresponding
default probability.

For infrastructure loans assessed by individual project
basis, the Group has selected a forward-looking view
based on outlook of global economy, relevant regional
economic indicators, specific industry data, and
taking into consideration of the impact of any special
events. Infrastructure loans are rated under various
scenarios. The probability table is set up to determine
the probability of each scenario under each forward-
looking view.
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TREEEEHEKRINIENE The following table contains an analysis of the credit

RAEEMEERBE AN ° risk exposure of loan portfolio at amortised cost.
F—REE gl 24 F=REE e
Stage 1 Stage 2 Stage 3 Total
R-ZE-_HF+-HA=+—H FHET FH&xT F#E T FET
As at 31 December 2025 HK$°000 HK$'000 HK$'000 HK$°000
SR R BIMRE A Loan portfolio at
BHEE amortised cost
IR AR (E Gross carrying amount
EERB\BEZRAS Residential mortgage
portfolio 2,847,302 3,994 9,081 2,860,377
HEER Infrastructure loans 8,786,195 - - 8,786,195
Hih Others 54,069 - - 54,069
11,687,566 3,994 9,081 11,700,641
(B B Impairment allowance
EERBEZRAS Residential mortgage
portfolio (9,330) - (408) (9,738)
EEER Infrastructure loans (61,501) - - (61,501)
HAth Others (328) - - (328)
(71,159) - (408) (71,567)
IR E{E Carrying amount 11,616,407 3,994 8,673 11,629,074
F—EER FPEER F=FEER FEEE]
Stage 1 Stage 2 Stage 3 Total
RZZE-_WHE+=—HA=+—8” T BT FHET FHT
As at 31 December 2024 HK$'000 HK$'000 HK$'000 HK$'000
LSS AN IR EY  Loan portfolio at
BREE amortised cost
IR E Gross carrying amount
EERB\BEZRAS Residential mortgage
portfolio 2,807,202 3,844 5,501 2,816,547
HEER Infrastructure loans 7,290,487 - - 7,290,487
EHAftb Others 69,504 - 2,221 71,725
10,167,193 3,844 7,722 10,178,759
SR (E B Impairment allowance
FERBEZRAS Residential mortgage
portfolio (6,849) - - (6,849)
EEEXR Infrastructure loans (52,940) - - (52,940)
HAth Others (259) - (1,594) (1,853)
(60,048) — (1,594) (61,642)
IREE Carrying amount 10,107,145 3,844 6,128 10,117,117
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pr—— :ﬁi-t— —“A=+—8 The impairment allowance for loan portfolio as at 31
BB SR AR & R (B A B AR R December 2025 reconciles to the opening impairment
TﬁﬁéﬁZaﬂfﬂﬁﬁuT : allowance as follows:

E-KB EoREB 2 ok
Stage 1 Stage 2 Stage 3 Total

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

RZZEZM&—FA—H#H Impairment allowance

HERRE as at 1 January 2024 24,873 - 1,347 26,220
EEENETRES Loans purchased and repayment 27,402 = = 27,402
I%E“ ‘iﬂﬁﬁ?iaﬁ Net measurement of impairment

arising from changes of stage - 22 - 22
Movement due to changes in

credit risk 7,773 - 264 8,037

H&@*Wtﬁ%ﬁ Recoveries of loans not
written-off = - (39) (39)
35,175 22 225 35,422
BREE[RER Transfer to stage 2 = = = -
BRRE ,I% B Transfer to stage 3 - (22) 22 -
s Write-offs - - _ _

R-ZE-mFE+-A Impairment allowance
=+—HMRERE as at 31 December 2024

GEX) (Note 20) 60,048 - 1,594 61,642
aﬁg a@%TA&LM Loans purchased and repayment 5,622 = = 5,622
Net measurement of impairment
arising from changes of stage (1,541) = (15) (1,556)
Movement due to changes in
credit risk 5,468 - 403 5871
Y [El ﬂhﬁﬁ“m Recoveries of loans not
written-off - - (12) (12)
9,549 = 376 9,925
BRES—[RR Transfer to stage 1 1,567 - (1,567) =
BREE[RER Transfer to stage 2 = - - -
BREE=RR Transfer to stage 3 ) = 5 -
HisH Write-offs - - - _
RZE-RE+ZH Impairment allowance
=+—-BHRERHE  asat 31 December 2025
(K=E20) (Note 20) 71,159 - 408 71,567
EUREREE Change in loan impairment
allowance 11,111 = (1,186) 9,925
EFURIEERE Net change in loan commitment
BHEEEY TR impairment allowance (3,896) - - (3,896)
WEAFEMBER  Recoveries of loans previously
written-off - - (221) (221)
REZ-F_1E Total change in impairment
+=ZA=+—-HiEE allowance recognised
REZBIMRERE  in profit or loss for year
BB (i 14) ended 31 December 2025
(Note 14) 7,215 - (1,407) 5,808
REZE-Z-mE Total change in impairment
TZA=+—H1%¥E alowance recognised
REFEARRMERE  inprofit or loss for year
Bapiazs (s 14) ended 31 December 2024
(Note 14) 32,964 22 97 33,083

276 The Hong Kong Mortgage Corporation Limited Annual Report 2025



RehEREe

RZZEZRAF+=-RA=+—H
MREREHESRERRFE
HIVDREREEIRNT

(c)  Cash and short-term funds

The impairment allowance for cash and short-term
funds as at 31 December 2025 reconciles to the

opening impairment allowance as follows:

FET
HK$'000

RZZT_NF— A —HARERE Impairment allowance as at 1 January 2024 4,147
BIARIE R IER R R E R = E) Change in the impairment allowance recognised

(F¥=E14) in profit or loss during the period (Note 14) 1,502
REZEZNF+=A=+—H0K Impairment allowance as at 31 December 2024

BB (T EE16) (Note 16) 5,649
HRNRERERREREE Change in the impairment allowance recognised

(FzE14) in profit or loss during the period (Note 14) 1,920
R-E-HEF+-A=1+—HH Impairment allowance as at

WERE (M 16) 31 December 2025 (Note 16) 7,569

REBEHENIRERS - AF
B{EA FRREDRITHED
FERIEEEFRMIRTT ©

AREEEEYT — (AR EERE -
% B ENEER 5 5 F 5o
BERAFEREENEEREE
BRACHE  WRIRATHE R E
REBIEETTHE - AEER
EREBHEHEEER &A%
B BRI 2 BB AT = R A0RE
RBHEIR - W E B Bl S
HEREER  BEETHREN
REERREBHAAREES
& o B HITEBE R R AL 1
BEEERE -

According to the approved investment guidelines, the
Group can only place deposits with note-issuing banks

or banks with a certain minimum credit rating.

The Group has established a provision matrix
that is based on the external credit rating of each
counterparty and the corresponding historical
credit loss experience, adjusted for forward-looking
macroeconomic data to determine the ECLs for
impairment allowance. The Group has selected a range
of possible economic outcomes, based on outlook of
global economy and relevant economic indicators,
taking into consideration the impact of any special
events, as the most suitable views to the portfolio.
A probability rate table is set up to determine the

probability rate for the forward-looking views.
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All of these financial assets are considered to be low
risk in view of all deposit banks are rated at investment
grade by rating agencies, and thus the impairment
allowance recognised during the period was limited
to 12-month ECLs for stage 1. During the year, the
increase in the impairment allowance was mainly due
to the increase in deposits with banks and there was
no transfer to stages 2 and 3.

As at 31 December 2025 and 31 December 2024, the
minimum acceptable short-term credit ratings are A-2
(Standard and Poor’s), P-2 (Moody's) and F-2 (Fitch’s).

Investment securities

Investment securities are composed of debt securities
and investment funds, while debt securities comprise
conventional debt securities and infrastructure-related
bonds.

According to the approved investment guidelines,
conventional debt securities can only be invested
with a certain minimum credit rating. The proportion
of investments according to rating categories is
monitored and reviewed by ALCO. Investment in
infrastructure-related bonds which are secured by
project assets and other typical security package for
infrastructure financing, is governed and monitored by
IFSIC.
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The table below presents an analysis of debt securities
by rating classification as at the end of the reporting
period, based on external credit rating agency’s
ratings (Standard and Poor’s, Moody's and Fitch's) or
internal ratings based on the rating models provided by
external credit rating agency. In the absence of issue-
specific ratings, the ratings for the issuers are reported.

i3 EIRN
URFER(E  RESAE  SIRWER
STARMRE SRNERES LT

s NERKES Debt Infrastructure-

Debt securities related bonds
securities at  at amortised  at amortised “m
FVOCI cost cost* Total
RZE-RE+-A=+-H TER TER TER TER
As at 31 December 2025 HK$'000 HK$'000 HK$'000 HK$'000
AAA/Aaa AAA/Ada 1,548,355 1,858,262 - 3,406,617
AA-ZEAA+/Aa3E Aal AA-10 AA+/Aa3 t0 Aa1 4,886,815 10,694,658 439,775 16,021,248
A-EA+/A3EAT A-to A+/A3 10 A1 3,165,319 6,527,176 581,817 10,274,312

BBB- ZBBB+,/Baa3%® BBB-to BBB+/Baa3 to Baal

Baa’l - - 98,510 98,510
BB, Ba BB/Ba - - 115,553 115,553
ek Total 9,600,489 19,080,096 1,235,655 29,916,240

* M E AR R E A BRI GENED
SRR ARBBRRTAR - BIFFAR
DERTIRIB R ERRT AR ©

* For infrastructure-related bonds where external credit rating
agency's ratings are not available, rating classification is based
on internal ratings.

REHEKA

KAFEEZ Y FlIIRA

FTARMEE TR SRR HHES

WEmERES JIRMERBZES  Infrastructure-

Debt Debt  related bonds
securities at securitiesat  atamortised k]
FVOCI  amortised cost cost Total
RZZE-m&+-A=+—H FEL TAET THT THT
As at 31 December 2024 HK$'000 HK$'000 HK$'000 HK$'000
AAA/Aaa AAA/A3a 182,621 665,399 = 848,020
AA-EAA+/Aa3ZE Aal AA-t0 AA+/AA3 to Aal 2,745,410 6,790,367 = 9,535,777
A-EA+/A3EAT A-t0 A+/A310 A1 793,790 7,153,171 - 7,946,961

BBB- ZBBB+,/Baa3%® BBB-to BBB+/Baa3 to Baal

Baa’l = = 501,383 501,383
ek Total 3,721,821 14,608,937 501,383 18,832,141
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TRFEEERBERBEHE The following table contains an analysis of the credit
FIRENEERR DT - INHE risk exposure of investment securities for which
A WEEREE R RE impairment allowance is recognised. There was no
=FEER © transfer to stages 2 and 3 during the period.

F-BER FRR F=ER

Stage 1 Stage 2 Stage 3
R-B-HF+=A=+-H THET THET THERT
As at 31 December 2025 HK$'000 HK$'000 HK$'000
IRE4EE Gross carrying amount
— ARAFEELGFA  —FVOC
Hih 2wk 9,600,489 - - 9,600,489
— REESER AR TR — amortised cost 20,315,751 - - 20,315,751
WER Impairment allowance
— 1R S Rl KB — amortised cost (6,844) - - (6,844)
WREE Carrying amount
— UAFEE{FA  —FVOC
Hih 2wk 9,600,489 - - 9,600,489
— TR SHR AT IR — amortised cost 20,308,907 - - 20,308,907
29,909,396 - - 29,909,396
E—FEE FE[EER F=PEER pck
NERCH Stage 2 Stage 3 Total
RZZEZWNE+=ZA=+—H FHET FET FHIT FHT
ASs at 31 December 2024 HK$'000 HK$'000 HK$'000 HK$'000
IREAE Gross carrying amount
—UAFEEEA —FVOCl
Hh 2 HEia 3,721,821 = - 3,721,821
— RE KSR — amortised cost 15,110,320 - - 15,110,320
RE R Impairment allowance
— JRHEE S R AR — amortised cost (4,850) - - (4,850)
IREE Carrying amount
— AATEZ{GA  —FVOC
Hith 2 E e 3,721,821 - - 3,721,821
— RE R AR — amortised cost 15,105,470 - - 15,105,470

18,827,291 = = 18,827,291
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RZE-_RAF+=-A=+—H The impairment allowance for investment securities
B 78 75 1 B R (B 2 1 B R DR as at 31 December 2025 reconciles to the opening
EREZEHROT : impairment allowance as follows:

E—MEE EZIEE B HE
Stage 1 Stage 2 Stage 3 Total

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

R=—Z —MF— A —H Impairment allowance

B R (B R as at 1 January 2024
— AAFEZ{EEA —FVOC
Hih 2 mEz= 875 - - 875
—IREERASIR  —amortised cost 4,671 = = 4,671
HARNERERN Change in the impairment
EREE allowance recognised in
profit or loss during the
period
— AFEZETA  —FVOCI (Note 14)
Hih 2wk
(PFigE14) 147 - - 147
— IR R AT — amortised cost
(BHizE14) (Note 14) 179 - - 179

R-Z=—mE+=F Impairment allowance
=t+—BHRERE asat31December 2024
— RAFEZ A —FVOC

Hn 2 Eas 1,022 = - 1,022
— IR SR AR — amortised cost
(BzE21(0) (Note 21(c)) 4,850 - - 4,850
HRR B R R Change in the impairment
REREE allowance recognised in
profit or loss during the
period
— RaFEE{Et A —FVOCI (Note 14)
Hih 2w
(FfEE14) 1,711 - - 1,711
— B ERASIE  —amortised cost
(PfFE14) (Note 14) 1,994 - - 1,994

R-ZE-F&E+=H Impairment allowance
=+—BHEEREE asat 31 December

2025
— UAFERL — Fvocl
sTAH 2 E ks 2,733 - = 2,733
— RBHEMASR  — amortised cost
(MfaE 21(c)) (Note 21(c)) 6,844 - - 6,844

EHREBEERAT —S-REFH 281



SmEBEHRERMEE Notes to the Consolidated Financial Statements

() BEBHEAAXT|RNEFRE

12 B 55 pX AN 51 i B9 78 55
REBRETRIELT
BEESAREZEA
BEHFE - R_T_AF
TTA=t+T—BRRE
HRAFIRNFESZRE
R {51 18 /s 2 B 170 0R% 1 3¢
ERAT

() Investment securities at amortised cost

Investment securities at amortised cost
include listed and unlisted debt securities, and
infrastructure-related bonds. The impairment
allowance on investment securities at amortised
cost as at 31 December 2025 reconciles to the
opening impairment allowance as follows:

TR
HK$'000

R-Z_NFE—H—-BHRERE

Impairment allowance as at

1 January 2024 4,671
BAREEERNRERESZS) Change in the impairment allowance
(F5E14) recognised in profit or loss during the
period (Note 14) 179
RZZZWF+=—A=+—HHK Impairment allowance as at
BB (H5E21(0) 31 December 2024 (Note 21(c)) 4,350
HARERERRREREEE Change in the impairment allowance
(FF&E14) recognised in profit or loss during the
period (Note 14) 1,994
R-ZE-HF+-A=+—HM Impairment allowance as at
WAE R (FfEE21(c)) 31 December 2025 (Note 21(c)) 6,844

REBEDRY —EEE
B ZEEEREE
RXHHFOINBEERT
RHRABEEFTR(RE
SNERAE B RE AR I R
B R ARAE R TT) R AEE
MBETEEBELE
WRBATHE M RBRHE
BIBETHE  NEE
HMEBBNRBERES
B AEEERERR
B = ARG EE
% LEREMERE
HHEEER EEET
AREMEEERSERE
HERBEEERE 2l
EMERABAIE LS
EEEBE o

The Group has established a provision matrix
that is based on the external credit rating or
internal credit rating (based on rating model
provided by external credit rating agency) of each
counterparty and the corresponding historical
credit loss experience, adjusted for forward-
looking macroeconomic data to determine the
ECLs for impairment allowance. The Group has
selected a range of possible economic outcomes,
based on outlook of global economy and relevant
economic indicators, taking into consideration
the impact of any special events, as the most
suitable views to the portfolio. A probability rate
table is set up to determine the probability rate
for the forward-looking views.
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(ii)

All of these investment securities carried at
amortised cost are considered with no significant
increase in credit risk as at 31 December 2025,
and thus the impairment allowance recognised
for the year ended 31 December 2025 was limited
to 12-month ECLs under Stage 1. During the
year, the increase in the impairment allowance
was mainly due to the increase in investment
securities at amortised cost.

Investment securities at FVOCI

Investment securities at FVOCI include listed
and unlisted debt securities. The impairment
allowance on investment securities at FVOCI as
at 31 December 2025 reconciles to the opening
impairment allowance as follows:

FHT
HK$°000

R-ZE-_WF—HF—H

Impairment allowance recognised in OCI

REMEEREERARERE  asat1January 2024 875
AR ERERREREE Change in the impairment allowance
(ftzE14) recognised in profit or loss during the
period (Note 14) 147
RZZEZWHF+=—A=+—H Impairment allowance recognised in OCI
T H At 2 E M S FE SR MR (B as at 31 December 2024 1,022
BARERERNREREES) Change in the impairment allowance
(BI3E14) recognised in profit or loss during the
period (Note 14) 1,711
R-B-HE+=-HA=+—H Impairment allowance recognised
REMEZEKREERNRERE in OCI as at 31 December 2025 2,733
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The Group has established a provision matrix
that is based on the external credit rating of each
counterparty and the corresponding historical
credit loss experience, adjusted for forward-
looking macroeconomic data to determine the
ECLs for impairment allowance. The Group has
selected a range of possible economic outcomes,
based on outlook of global economy and relevant
economic indicators, taking into consideration
the impact of any special events, as the most
suitable views to the portfolio. A probability rate
table is set up to determine the probability rate
for the forward-looking views.

All of these financial assets are considered to
be low risk in view of all investment securities
at FVOCI are rated at investment grade by rating
agencies, and thus the impairment allowance
recognised for the year ended 31 December
2025 was limited to 12-month ECLS under Stage 1.
During the year, the increase in the impairment
allowance was mainly due to the increase in
investment securities at FVOCI.

In preparing the ECL, Credit Committee had formed
three forward-looking views (that is good, normal and
bad) based on market conditions, real economies
and a designated period of historical macroeconomic
variables to formulate the probability rating for three
scenarios (that is optimistic, base and pessimistic)
under each forward-looking view. The good view
assumed a high probability of optimistic scenario
outcome whereas the bad view assumed a high
probability of pessimistic scenario outcome. A
designated period of historical data that covers peaks
and troughs of economic cycles were selected to
ensure the selection of scenarios stays unbiased.
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RZE-_RAFEF+=-_A=+— The weightings assigned to each economic scenario,
H ZERXmi AEEHEE base, pessimistic and optimistic as at 31 December
B FARREBRERSLE 2025, were maintained at the same weightings as at
BER(ERBR  BRIER 31 December 2024 in view of market conditions, for

NEEIEN) T RIS EfEE R
—ENFEFZA=+—HA8
EEESMER  ZSFEEROGN
e mEs) 5 B AT R E
B WEROREREAEN
N2

FEHREEBE RN BREDN

AEBZAEEREERA =R
AERNEBEERR(ERX
B HBER R BB
VAR BR — 22 51) 3 2 7] BE 3R 45
REVBE R INRERE DA FT TREAE
EEBR - TREHREZRLES
{2k e R AF B9 BURE M B ORFAA
SEEZER  FRREBKER
BHEBFH R ERENBEAX
A

the Group's infrastructure loans, deposits and debt
investments, of which the impairment allowance is
provided based on credit ratings (either external or
internal) and forms the majority of total impairment
allowance.

Sensitivity analysis of ECL

The Group applies three alternative macro-economic
scenarios (base, pessimistic and optimistic scenarios)
on the forward-looking views to reflect probability-
weighted range of possible future outcomes in
estimating ECL. The table below provides approximate
levels of provisions of impairment under the
normal, bad and good forward-looking views for the
infrastructure loans, deposits and debt investment
portfolio of the Group:

2025 2024
EHREHEE EHRBHEE

EESEHLHE EEEH SR
Amount
change from

Amount
change from

the reported ECL the reported ECL

FH&xT FHTT
HK$'000 HK$'000
#hn, (i) O A)
Increase/ Increase/
(decrease) (decrease)

TEEEEEE : ECL:
— e 5= — normal view (38,322) (32,965)
— RrEE — bad view - _
— RBIEXL — good view (46,465) (39,200)

EHREVEERAT —S-_REFH 285



SmEBEHRERMEE Notes to the Consolidated Financial Statements

)  ERFAFEEMRIEME
ERMEEET  AEE S
REENSZSEERRERR
EAEFEESE o

® FEEREER

Maximum exposures to credit risk of the financial
assets of the Group before taking into account of
collateral held or other credit enhancements are equal
to their gross carrying amounts.

Credit-impaired loans

2024

THAT
HK$'000

REERAE R Gross impaired loan portfolio 9,081 2,221
BB EFRE Allowance for loan impairment in
BE— F=RE respect of such advances — Stage 3 (408) (1,594)
8,673 627

AR ERRERER  EZ 8
FREEFIFEHIERR o

(hy  HEHE

AEBEWEERERAE TR
M EEE °

WEMEBEERAITERT
BREE  A/FEARED
REEEE - REMERI T
ARRAFRRN [EMEE] ]
BT - mREEBEBEHERAAE
RIER R - SR BE B ROR
B DEREEMIEA o

Allowance for loan impairment is assessed after taking
into account of collateral held for impaired loans.

Repossessed properties

The Group obtained assets by taking possession of
collateral held as security.

Repossessed properties are sold as soon as
practicable, with the proceeds used to reduce the
outstanding indebtedness and are classified in the
statement of financial position within “Other assets”. If
excess funds arise after repayment of the outstanding
indebtedness, they are distributed to the beneficiaries
of the assets under the applicable laws.
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3.3. Market risk

The Group takes on exposure to market risks, which is the
risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market
prices. Market risks arise from open positions in interest rate,
currency and equity products, all of which are exposed to
general and specific market movements and changes in the
level of volatility of market rates or prices such as interest
rates, credit spreads, foreign exchange rates and equity
prices. The Group’s exposures to market risk primarily arise
from the interest rate management of the entity’s financial
instruments of different repricing characteristics, or from the
net exposure of the foreign currency denominated financial
instruments. The Group hedges a major proportion of its
existing interest rate risk of the fixed-rate bond issuance
using fair value hedges in the form of interest rate swaps
by swapping into floating-rate funding to better match the
floating-rate assets. The Group also hedges the net exposure
of the foreign-currency denominated debts issued and
assets by the use of cross-currency swaps as fair value
hedges and economic hedges respectively.

The management of market risk is principally undertaken
by the Treasury Department using risk limits approved
by the Board of Directors. Strategies on interest rate
risk management, financing, hedging, investments are
formulated by ALCO. Regular meetings are held to review
the latest conditions in the financial markets and the asset-
liability portfolio mix. The Treasury Department is responsible
for monitoring financial market movements and executing
transactions in the cash, derivatives, debt and investment
markets in accordance with the strategies laid down by
ALCO. The middle office monitors the compliance of risk
limits and performs stress tests to assess the potential size
of losses that could arise in extreme conditions. The results
of the stress tests are reviewed by ALCO.

EHREBEERAT —S-1&EFHR 287



SmEBEHRERMEE Notes to the Consolidated Financial Statements

FI=E e B+ ZEEH S A FRE
HARFROPRBREHEITER - WiE
BERE R TR E o ARz
REZZBZRAF+=A=+—BFTF
20 fE BB - AR R 121E A &9 A
BUR A FEE AN 1,200 88T (==
ZE: DR100EBIT) o AU
T ER  BEARKI2EANFE
W AFRER L #1208 8T (=F
—POeF : LR1008BTT) ©

RZZEZRAF+=—A=+—8 " %
BRI RE1T 20 - FR%E
FIA5 Rk 2 491,200 B (= =M
& 3EIN3,00088 L) RZZF=H
F+=— A=t+—HHRAFERKEE M
#495,0008 7 70 (== — PO 4F : 2,000
BT o AR K F1T EB20EE
o FRREAEIB 1,100 8 BT (=
T P4 A 3,0008%E L) MA
FEFEEE TFHL50088T(=F
—PU4E : 1,900 88 7T) °

R-ZZT-—RE+=-A=+—Q ' £F
BHMAZFRRRIFTENERT
P TT A R E R TR 1008 F - &
Rt A 5 32 hn 493,000 8 Bt (==
ZPEF - 1,40088L) o k2 B
TCHETTER FF10025F  BIER
S AR A #)3,000 88 (==
& 1,400887T) °

R-ZBE-FE+=-A=+—8 " &FF
BHMAIZEERZRBFIEMNIBLT
ARSI 22 TT LAINRY EL A SNEE [ R TR
X100 257 - FRmF R 70875
TT(ZZTZHF - EM20SEHBT) °
Rz W TTH ST AN E A SR
FER EF10024F + 4 R A 4538 hn
7088 T(ZZ—m4E : mHA208%
JT) °

A principal part of the interest rate risk management is to
monitor the sensitivity of projected net interest income
under different interest rate scenarios and to mitigate the
negative impact through hedging operations. A 20 basis
points parallel downward shift of the interest rate curve as
at 31 December 2025 would increase the future net interest
income for the next twelve months by around HK$12 million
(2024 less than HK$1 million) and decrease by around HK$12
million (2024: less than HK$1 million) for a similar upward
parallel shift.

As at 31 December 2025, if interest rates at that date had
experienced a 20 basis points parallel shift downwards,
profit for the year would have been lower by around HK$12
million (2024: HK$30 million higher) and the fair value reserve
would have been higher by around HK$50 million (2024:
HK$20 million) as at 31 December 2025. If interest rates had
experienced a 20 basis points parallel shift upwards, profit
for the year would have been higher by HK$11 million (2024:
HK$30 million lower) and the fair value reserve would have
been lower by around HK$50 million (2024: HK$19 million).

As at 31 December 2025, with all other variables held
constant, if the Hong Kong dollars had weakened by 100
price interest points against the US dollars, profit for the
year would have been around HK$30 million higher (2024
HK$14 million). Conversely, if the Hong Kong dollars had
strengthened by 100 price interest points against the US
dollars, profit for the year would have been around HK$30
million lower (2024: HK$14 million).

As at 31 December 2025, with all other variables held
constant, if the Hong Kong dollars had weakened by 100
price interest points against foreign currencies other than US
dollars, profit for the year would have been lower by HK$0.7
million (2024: HK$0.2 million higher). Conversely, if the Hong
Kong dollars had strengthened by 100 price interest points
against foreign currencies other than US dollars, profit for the
year would have been higher by HK$0.7 million (2024: HK$0.2
million lower).
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The Group is exposed to financial risk arising from changes
in the rate of return on the placements with the Exchange
Fund, which is set annually (the placements include
Investment Portfolio which rate of return will reset in January
while the return of Long-Term Growth Portfolio will only be
available in March in the following year). As at 31 December
2025, if there were an increase/decrease of 0.1% in the
current year rate of return, it is estimated that, with all
other variables held constant, the Group's income from the
placements with the Exchange Fund would have increased/
decreased by approximately HK$72 million (2024: HK$38
million).

As at 31 December 2025, with all other variables held
constant, if the price of exchange-traded funds had
decreased by 1%, profit for the year would have been around
HK$0.1 million lower (2024: HK$0.1 million). Conversely, if the
price of exchange-traded funds had increased by 1%, profit
for the year would have been around HK$0.1 million higher
(2024: HK$0.1 million).

The increase or decrease represents management’s
assessment of a reasonably possible change in interest
rates, exchange rates and equity prices for a 12-month
period.

An analysis showing the impact of interest rate curve
movement on profit before tax and equity driven by
insurance and reinsurance contracts is included in Note
3.3(0).

(@) Foreign currency exposure

The Group takes on exposure to effects of fluctuations
in the prevailing foreign currency exchange rate on
its financial position and cash flows. The Board sets
allowable currencies for investment purposes. The
ALCO sets limits on the currency exposure that may be
undertaken, which is monitored daily. At funding side,
the multi-currency feature of the MTN programme
enables the Group to issue notes in major currencies,
including US dollars, renminbi, Singapore dollars, British
pounds, Australian dollars, Euro and Japanese yen. All
foreign currency-denominated debts are hedged into
Hong Kong dollars or US dollars.
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TR A & B 59 SN [ 2K [ The tables below summarise the Group’s exposure to
% o RAFHE ARIREAER foreign currency exchange rate risk. Included in the
MEENAE  WKEKESR tables are the assets and liabilities at carrying amounts,
D o categorised by currency.
Higsh
BT %7 Other foreign ok
HKD usD currencies Total
TEx TEx TEx TEx
HK$'000 HK$'000 HK$'000 HK$'000
R-Z-1F As at 31 December 2025
+ZA=t+-H
SHEE Financial assets
BekEHEs Cash and short-term funds 63,978,291 506,444 51,880~ 64,536,615
JEMRF| B R BE Interest and remittance
receivables 1,761,857 788,722 162,316 2,712,895
fTEEmTA Derivative financial instruments 1,668,020 - - 1,668,020
HRREAESAEER  Loans with 100% guarantee
MER from the Government 63,514,326 - - 63,514,326
ERARFE Loan portfolio, net
—ARTEELGA  —FWPL
B# 3,470,628 - - 3,470,628
— RS IR — amortised cost 3,976,859 5,506,228 2,145,987 11,629,074
BHRE - Investment securities:
—UDTEEGA  —FVOCl
A2 E R 512,151 6,623,070 2,465,263M1 9,600,489
—URATEREGA  —FWPL
B& 1,380 199,256 - 200,636
— REHAARTR — amortised cost 2,346,642 16,359,506 1,602,759/ AA 20,308,907
PEESTEH Placements with the Exchange
Fund 72,418,586 = = 72,418,586
BeREAMEE Deposits and other assets 20,305 144,238 93 164,636
LREELR Total financial assets 213,669,045 30,127,464 6,428,303 250,224,812
tRAE Financial liabilities
FERTFE Interest payable 2,044,404 573,398 163,908 2,781,710
FERTIRIA - FERTRIL  Accounts payable, accrued
REMEE expenses and other liabilities 2,001,440 3,335,022 962 5,337,424
fTEERMIA Derivative financial instruments 559,693 - - 559,693
BETEBES Debt securities issued 108,789,101 30,614,644%  15,765,585** 155,169,330
LtRERAR Total financial liabilities 113,394,638 34,523,064 15,930,455 163,848,157
FRFE Net position? 65,112,704 (4,395,600)  (9,502,152) 51,214,952
BEBERINF Off-balance sheet net notional
BEREY position® (36,214,065) 27,385,525 8,964,311 135,771
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REBFI9REBTARTE
B AR 2EmKEN AR
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[BEARBERINFEERA
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AN

ANAN

AAAN

* %

##

Amounts included cash and short-term funds in Australian
dollars of HK$37.5 million and renminbi of HK$11.0 million.

Amounts included loan portfolio, net at amortised cost in
Australian dollars of HK$2.0 billion.

Amounts included investment securities at FVOCI in renminbi
of HK$1.9 billion.

Amounts included investment securities at amortised cost in
renminbi of HK$0.8 billion and Euro of HK$0.8 billion.

Fully hedged into Hong Kong dollars.

Amounts included debt securities issued in Australian dollars of
HK$0.6 billion and renminbi of HK$15.1 billion, fully hedged into
Hong Kong dollars.

“Net position” represents the difference between total assets
and total liabilities.

"Off-balance sheet net notional position” represents the
difference between the notional amounts of foreign currency
derivative financial instruments, which are principally used to
reduce the Group’s exposure to currency movements and their
fair values.
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E o
BT %7 Otherforeign B
HKD usb currencies Total
THAL TR AL THAL
HK$'000 HK$'000 HK$'000 HK$'000
R-E-mE As at 31 December 2024
+=A=1+-A
SHEE Financial assets
ReREHEs Cash and short-term funds 51,641,868 992,467 12,8471 52,647,182
JEMRF B R EE S Interest and remittance
receivables 2,200,462 741,030 279,887 3,221,379
fTEEmMTA Derivative financial instruments 664,618 - - 664,618
WFREESBEEF  Loans with 100% guarantee from
MER the Government 82,782,698 - - 82,782,698
EREAFE Loan portfolio, net
—URTEREGIA  —FWPL
g 2,596,858 - - 2,596,858
— KB R AR — amortised cost 3,539,734 5,511,228 1,066,155 10,117,117
BHRE Investment securities:
—UATEZEZTA  —FVOCl
A2 EkeE 494,313 2,159,566 1,067,942/ 3,721,821
—ARTEEFA  —FWPL
g 1,318 8,456 - 9,774
— TR SE R AN 0 — amortised cost 1,846,188 12,277,696 981,586NAAA 15,105,470
HNEESTFH Placements with the Exchange
Fund 49 244 684 — = 49 244 684
ReREMEE Deposits and other assets 71,423 308,900 88 380,411
CRHEELE Total financial assets 195,084,164 21,999,343 3,408,505 220,492,012
SRAE Financial liabilities
FERTFE Interest payable 2,454,023 612,558 275,743 3,342,324
JERIRIE  fEztREE ) Accounts payable, accrued
HiB (& expenses and other liabilities 2,210,375 1,922,291 - 4,132,666
fTEEmTA Derivative financial instruments 1,740,649 - - 1,740,649
BETEEES Debt securities issued 103,576,603 26,302,558* 18,420,475%* 148,299,636
cHEREEE Total financial liabilities 109,981,650 28,837,407 18,696,218 157,515,275
BeFa Net position® 60,992,512 (6,838,064) (15,287,713) 38,866,735
BEBERING Off-balance sheet net notional
AEBEH position®* (34,136,902) 18,058,822 15,241,661 (836,419)
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A Amounts included cash and short-term funds in Australian
dollars of HK$12.0 million and renminbi of HK$0.4 million.

AN Amounts included loan portfolio, net at amortised cost in
Australian dollars of HK$1.1 billion.

AAN Amounts included investment securities at FVOCI in renminbi
of HK$1.1 billion.

AAAA - Amounts included investment securities at amortised cost in
renminbi of HK$0.5 billion and Euro of HK$0.4 billion.

& Fully hedged into Hong Kong dollars.

b Amounts included debt securities issued in Australian dollars of
HK$0.6 billion and renminbi of HK$17.6 billion, fully hedged into
Hong Kong dollars.

# “Net position” represents the difference between total assets
and total liabilities.

# "Off-balance sheet net notional position” represents the
difference between the notional amounts of foreign currency
derivative financial instruments, which are principally used to
reduce the Group’s exposure to currency movements and their
fair values.

Cash flow and fair value interest rate risk

Cash flow interest rate risk is the risk that the future
cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Fair value
interest rate risk is the risk that the value of a financial
instrument will fluctuate because of changes in market
interest rates. The Group takes on exposure to the
effects of fluctuations in the prevailing levels of market
interest rates on both its fair value and cash flow risks.
Interest margins may increase as a result of such
changes but may reduce or create losses in the event
that unexpected movements arise. The ALCO sets
limits on the level of interest rate mismatch that may
be undertaken, which is monitored regularly.

The tables below summarise the Group’s exposure to
interest rate risks. Included in the tables are the assets
and liabilities at carrying amounts, categorised by the
earlier of contractual repricing or maturity dates. The
carrying amounts of derivative financial instruments,
which are principally used to reduce the Group's
exposure to interest rate movements, are included
under the heading “Non-interest bearing”.
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-@ANE  ZBANME -EH L
Z=fiA E-f ZiF it
—fiAR Over Over Over BENE Non-
Upto 1monthto 3monthsto  1yearto Over interest ]
1month 3 months 1 year 5 years 5 years hearing Total
TEn Thn TEn Thn Tén Thr Tén
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZZBZRETZA=1-A As at 31 December 2025
SREE Financial assets
ReREES Cash and short-term funds 11828316 52,264,216 - - - 444,083 64,536,615
I8 RER Interest and remittance
receivables - - - - - 2712895 2,712,895
fiEeRIA Derivative financial instruments - - - - - 1668020 1,668,020
BRREES BERNER Loans wit 100% guarantee
from the Government 63,514,326 - - - - - 63514326
EREATE Loan portfolio, net
—IWATEE A RS —FVPL 334,960 - - - 3,135,668 - 3,470,628
— REHTAGIR — amortised cost 6032041 3812123 1,180,381 23,145 581,384 - 11,629,074
EFRE Investment securiies:
—UATER(EARE2ENE  —RVOC 624,407 1,872,215 468,741 5,933,952 701,174 - 9,600,489
—ATEE G AER —FVPL - - 190,336 - - 10,300 200,636
— SRR AT — amortised cost 396,900 1,232,554 820284 11,378,683 6,480,486 - 20,308,907
NEESRR Placements with the
Exchange Fund - - - - - 72418586 72,418,586
REREMEE Deposits and other assets 134,499 - - - - 30,137 164,636
SREESE Total financial assets 82,865,449 59,181,108 2,659,742 17,335780 10,898,712 77,284,021 250,224,812
SREE Financial liabilities
FEfTFI8 Interest payable - - - - - 2781710 2,781,710
FERTIRIE - ERtEI RAMEE  Accounts payable, accrued
expenses and other liabilties 4,093,496 - - - - 1243928 533744
fTHESRTEA Derivative financial instruments - - - - - 559,693 559,693
BETRHES Debt securities issued 2,676,980 24,372,054 43,677,004 74,569,084 9,874,208 - 155,169,330
SHEREE Total financial liabilities 6770476 24,372,054 43,677,004 74,569,084 9874208 4585331 163,848,157
HegEEmRDEE: Total interest sensitivity gap* 76,094973 34,809,054  (41,017,262) (57,233,304) 1,024,504
HEGETE(BASEMLELE)  Interest rate derivatives (notional
amounts of net position) (4,330,186) (13,078,874) 7,357,517 8592239 1,595,075
* Rt ASTES BT AHERAE & Before the repricing effect of derivative financial instruments

& BHREREBITEBLE
FEMEBNTZE -

on the loan portfolio, investment securities and debt securities
issued.
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—EE

ESiE3 AR
—f@ARRA Qver RENE Non-
Upto  Tmonthto Tyearto Over Interest
1 month 3months 5years 5Yyears bearing Total
ThT D T ThTL Thr ThL
HKS'000 HKS'000 HKS'000 HK$'000
WZB-METZA=1-H As at 31 December 2024
LREE Financial assets
ReREHES Cash and short-term funds W78 2788130 - - - 4069 52,607,182
LA RER Interest and remittance
receivables - - - - - 3221319 3221319
it X A Derivative financial instruments - - - - - 664,618 664,618
BRREFH BERNER Loans with 100% guarantee
from the Government 82,782,698 - - - - - 827826%
ERAAEE Loan portfolio, net
—WATEE A AER —FVPL 25843 = = 33,034 2,337,981 - 2,596,858
— R AT IR — amortised cost 5,383,365 2071927 2,062,443 340 593,042 = 10,117,117
BHRRE Investment securities:
—HATERARB2EAE  —F0C mns 23778 W3 256782 97,65 -3
—NATER G ARR —FVPL = = = = = 9714 9774
— RE AT IR — amortised cost 504,668 1,285,373 2,169,752 8,698,347 2,447,330 = 15,105,470
NEESRR Placements with the
Exchange Fund - - - - - 9204680 49204 684
REREMEE Deposits and other assets 308,854 - - - - 71557 380,411
SHEELE Total financial assets 113,899,386 31477908 4,824,516 11,298,503 SAT5618 53,956,081 220492012
SRER Financial liabiliies
T HIS, Interest payable - - - - - 3,342,324 334232
FERIRE - EsrBI RAMEE  Accounts payable, accrued
expenses and other liabiltties 2,530,790 - - - - 1,601,876 4,132,666
fTESRIA Derivative financial instruments - - - - - 1,740,649 1,740,649
BERERF Debt securiies issued 409731 /2265 UV0TM TI962455 654080 - 11829963
PHAREE Total financial liabilities 6,740,521 25,292,645 34,290,741 77,962,455 6,944,064 6,684849 157515275
HegEERDEE: Total interest sensitivity gap* 107,158,865 6185263 (9466225 (66,703,952 (1,068,446)
MEGETE(BESEMLEEE)  Interest rate derivatives (notional
amounts of net position) (9833311 (12905912) 8088484 11,677,601 2,136,719
* Rt APTES BT AHESK & Before the repricing effect of derivative financial instruments

ERCBETEHRESENTE

1=
VR o

on the investment securities and debt securities issued.
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(0 REEBRESANIERAR (c) Interest rate risk on insurance and reinsurance
contracts
LA D4 TR AT B HAth & 2R The following analysis is performed for reasonably
BAERBER T EHER possible movements in interest rate curve with all
SIRAIBE BN HELT - BREIR other variables held constant, showing the before-tax
b & BARER & A0 B A 4 K R impact on profit and equity driven by insurance and
R AR E reinsurance contracts.

2025

AERHBRTTLES/(TH): HRANTE HEENTE WM
Parallel upward/

(downward) shift of Impacton  Impact on Impact on
interest rate curve: profit equity profit
THET THER FERT

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

25 (EEEZ 25bp 810,027 970,784 511,664 659,888
(25) (E 22 (25) bp (844,932) (1,019,110 (534,788) (695,738)
ERETHZE RS RERR The impact shown in the above table covers entire
HE HRE—HH(XEEARZE insurance portfolio, part of which, mainly reverse
ZERBEF)RAFEREASE mortgage loans, are held in the loan portfolio of the

EMEREETRES - Group at fair value.
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3.4. Liquidity risk

Liquidity risk represents the risk of the Group not being
able to repay its payment obligations or to fund committed
purchases of loans. Liquidity risk is managed by monitoring
the actual inflows and outflows of funds on a daily basis and
projecting longer-term inflows and outflows of funds across a
full maturity spectrum. The Group has established diversified
funding sources to support the growth of its business and
the maintenance of a balanced portfolio of liabilities. Sources
of liquidity are regularly reviewed by ALCO.

(@ Undiscounted cash flows analysis

The tables below present cash flows payable by
the Group under non-derivative financial liabilities,
derivative financial liabilities that will be settled on
a net basis, derivative financial instruments that will
be settled on gross basis, and insurance liabilities by
remaining contractual maturities as at the end of the
reporting period. The amounts disclosed in the tables
are the projected contractual undiscounted cash flows
including future interest, claims and benefits payments
as appropriate on the basis of their earliest possible
contractual maturity. The Group’s derivatives include
interest rate swaps that will be settled on net basis;
Cross currency swaps and currency forwards that will
be settled on gross basis.
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FTETARESRACRE)

0)

—EAR

Up to
1 month
TiER
HK$'000

Non-derivative cash inflows/(outflows)

—BANE
il

Over

1 month to
3 months
TiEn
HK$'000

=RARE
2-F

Over

3 months to
1year
TR
HK$'000

—ENE
2R
Over

1 year to
5 years
Fi#n
HK$'000

RENE
Over

5 years
THT
HK$'000

Total
TiERn
HK$'000

R-Z2-RE+ZA=1-8  Asat31December 2025
af Liabilities
ERER - BRI R Accounts payable,
EfgfE accrued expenses
and other liabilities
— AR — lease liabilities (4,738) (9,478) (43,197) (80,638) - (138,051)
RBEHERE Insurance contract liabiliies (188,022)  (355,560)  (1,679,948)  (8,343,977) (40,377,237) (50,944,744)
BRRANAR Reinsurance contract liabilities (1,774) (3,552) (13,714) (85,532) (423,136) (527,708)
BETERES Debt securities issued
— 5885 — principal portion (2,240,000 (23,235,050) (44,479,310) (74,607,431)  (9,861,425) (154,423,216
—faHs — interest portion (84,918)  (1,516,301)  (3,703,676)  (6,655,284) (3,961,625 (15,921,804)
(2,519,452)  (25,119,941) (49,919,845) (89,772,862) (54,623,423) (221,955,523)

—@AR

Upto
1'month

Tim
HK$'000

QOver

1 month to

3months

ST
HK$'00

=EANKE
3
Over
3months to
1year
i
HK$'000

—EHE
BhE
Over
Tyearto
5 years
T

HKS'000 HK$'000

RZE-WE+-F=+-H  Asat31December 2024
af Liabilities
MR EiRIR Accounts payable,
gk accrued expenses
and other liabilities
—HEaE — lease liabilities (4,648) (9297) #1,837) (131,327) (5,757) (192,866)
RBRANERE Insurance contract liabilities (132,437) (244,006) (1,112,028) (5,645880)  (27442513)  (34,576,864)
BREANAR Reinsurance contract liabilities (1,115) 2233 (6,256) (54,156) (275,869) (339,629)
BETEEES Debt securities issued
— &89 — principal portion (3912,281)  (23421,321)  (35032647) (79,729,622 (6,697,163)  (148,793,034)
—HEHn — Interest portion (198.971) (1,899,583) (3,491,350) (6,784,746) (162899)  (14,003,646)
(4.249452)  (25576,440)  (39,684,118)  (92,345731)  (36,050,298)  (197,906,039)




(i) PTEIARSEA(RHE) (ii)

Derivative cash inflows/(outflows)

-HARE =AML —EHLk
E=f@R B-E ELf
—f8AR Oover Over Over AENE
Upto  1monthto 3 monthsto 1 year to Over a5
1 month 3 months 1 year 5 years 5 years Total
T TR TER TER AR TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R=Z2-FE5+-A=1+-B  Asat31December 2025
BTNIEEESN Derivative financial
ITHEERIE: instrument settled:
—FREE — onnet basis 3733 (171,950) 200,673 (81,255) (3,842) (52,641)
—BERE — 0N 1085 basis
gt Total outflow (3,118,886)  (7,933,037) (15,119,770) (48,620,812)  (5,364,657) (80,157,162)
MAEE Total inflow 3,064,136 7,997,267 15,655,742 49,276,910 5403,671 81,397,726
(51,017) (107,720) 736,645 574,843 35,172 1,187,923
‘ Z@ARE —EHE
A E-E E¥ik3
@AM Over Over Over RENE
Upto  1Tmonthto  3monthsto 1year to Over a8
1 month 3 months 1year 5 years 5 years Total
TAL TAL TAL TAL TAL AL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZZ-ME+-F=+-H  Asat31December 2024
BTEER Derivative financial
TEERIA: instrument settled:
—BERE — on net basis (193,100) (3,649) 68,977 (205,674) (18,883) (352,729)
—ERE — 0 gr0ss basls
iojurk i Total outflow (2,612,157) (9.358072)  (14,355,600)  (37,833127) (4.442210)  (68,601,166)
MABE Total inflow 2,399,452 9,241,245 14,218,156 37.91,119 4,323 924 68,154,496
(405,805) (120,476) (68,867) (67,082) (137,169) (799,399)
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EH A D

TRREREHREALHIH
BRGEE 2WBRAEER
B B2 -

(b) (b)  Maturity analysis

The table below analyses the assets and liabilities into
relevant maturity groupings based on the remaining
period at the end of the reporting

period to the

contractual maturity date.

—-BANE Z@ANE -ENE
Z=fiA 3-f BRE
HEIE  -fRR Over Over Over EELE
Repayable Upto 1monthto 3monthsto  1yearto Over ERS it
ondemand  1month 3 months 1 year 5 years 5years  Undated Total
TEn TR TR TR TR TR THR THR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZBZEE+ZA=1-R As at 31 December 2025
13 Assets
BeRRHEs (88) Cash and short-term funds (gross) 656,908 11,616,276 52,271,000 - - - - 64,544,184
BRRERARRROER Loans with 100% guaranteg from the
Government 27,357 1,500,818 1,401,192 6,856,335 34,763,095 18,965,529 - 63,514,326
EFaES Loan portfolio
—IATEE(ARR —FVPL - - - - - - 3470628 3,470,628
— REHRATIR (88) — amortised cost (gross) 339 85947 131935 1,002,399 4249729 6,229,892 400 11,700,641
BHRE Investment securities
—AAFERALMZERE —ROC - - - 468741 8430574 701174 - 9,600,489
—UATER(AARR —FVPL - - - - - 190,336 10,300 200,636
—REHRATIR (ER) — amortised cost (gross) - 122554 370074 988,002 11975761 6,859,360 - 20315751
NEESHR Placements with the Exchange Fund - - - - 38304414 38074172 - 72,418,586
684,604 13,325,595 54,174201 9,315477 97,763573 67,020,463 3,481,328 245,765,241
L Liabilities
BRIEEES Debt securities issued - 2237110 23,252,232 44,596,880 75,208,900 9,874,208 - 155,169,330
- 2237110 23,252,232 44,596,880 75,208,900 9,874,208 - 155,169,330

HEHE  —EAR RENE
Repayable Upto  1monthto  3monthsto 1yearto QOver ERH g
on demand Tmonth ~ 3month 1year 5 years 5years Undated Total
BT TAL TAL TAL TAL TEL THL THL
i HK$'000 HK$'000 HKS'000 HKS'000 HKS'000 HK$'000 HK$'000
R=Z-mE+-A=t-A As at 31 December 2024
AE Assets

ReREHES (E8) Cash and short-term funds (gross) 913754 23854077 27,885,000 - - - - 52652831
BRRER D BERNER Loans with 100% guarantee from the
Government 42,060 1,179,226 1803777 8549097 41141100 30,067,438 - 8278269
ity Loan portfolio
—AAFEZGARR —FWPL - - - - - - 259858 25985
— REERATIR(LE) — amortised cost (gross) 312 126,069 118,207 632,746 3811,014 5,490,076 335 10,178,759
BHRE Investment secrities
—UATES{HAZLZEKE —FVOC = 155,098 = 592,321 2871131 97,265 - 372181
—NAFEZGARR —FWPL - - - - - - 9774 9774
— REERATIR(2E) — amortised cost (gross) - 232,882 8,584 229209 9823178 2753578 - 15110320
HNEESEH Placements with the Exchange Fund - - - 3TN 14743389 307304138 - 9.014,680
956,126 25547352 29815568 15837419 72395818 69,138,495 2606967 216,297,745
 fR Liabilities
BEIERES Debt securities issued - 3909800 23373275 35090701 79,381,796 6,544,064 - 148,299,636
- 3909800 23373275 35090701 79,381,796 6,544,064 - 148,299,636
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Apart from the above, interest and remittance
receivables, prepayments and other assets, interest
payable, accounts payable and accrued expenses
are expected to be recovered or settled within twelve
months from the reporting date. Other assets and
liabilities included in the consolidated statement of
financial position are expected to be recovered or
settled in a period more than twelve months after the
reporting date.

In addition, the Exchange Fund has committed to
providing the Group with a HK$80 billion revolving
credit under the Revolving Credit Facility since 2020,
which enables the Group to maintain smooth operation
under exceptional circumstances, so that it can better
fulfil its mandate to promote banking and financial
stability in Hong Kong.
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3.5. Risks arising from insurance contracts

(@)

Insurance contracts and reinsurance contracts

Through its general insurance subsidiary, the Group
provides mortgage insurance cover to participating
lenders for first credit losses, in general, of up to 50%
of the property value of a residential mortgage loan in
Hong Kong with loan-to-value ratio 90% or below at
origination, or other thresholds as specified from time
to time. The general insurance subsidiary also provides
insurance cover in respect of reverse mortgage loans
originated by participating lenders and secured on
residential properties and, if applicable, other assets,
and in respect of policy reverse mortgage loans
originated by participating lenders and secured on
life insurance policies. Through its life subsidiary, the
Group offers annuity product to personal customers.

The risk under any one insurance contract is the
possibility that the insured event occurs and the
uncertainty of the amount of the resulting claim. By
the very nature of an insurance contract, this risk is
random and therefore unpredictable.

For a portfolio of insurance contracts where the theory
of probability is applied to pricing and provisioning, the
principal risk that the Group faces under its insurance
contracts is that the actual claims exceed the carrying
amount of the insurance liabilities. This could occur
because the frequency or severity of claims are greater
than estimated. Insurance events are random and the
actual number and amount of claims and benefits will
vary from year to year from the estimate established
using statistical technigues.
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Accordingly, the main risks that the Group is exposed
to are, as follows:

o property price risk — risk of outstanding loan is
higher than value of collateral;

. mortality risk — risk of loss arising from the
incidence of policyholder death being later than
expectation;

3 expense risk — risk of loss arising from expense
experience being different from expectation;

. loan default risk — risk of default of repayment
to mortgage loan; and

3 policyholder decision risk (non-death termination)
— risk of loss arising due to policyholder
experiences (lapses and surrenders) being
different from expectation.

The Group aims to ensure that sufficient reserves are
available to cover the liabilities associated with the
insurance that it issues. The risk exposure is mitigated
by diversification across the portfolios of insurance
contracts. The variability of risks is also improved by
careful selection and implementation of underwriting
strategy guidelines, as well as the use of outwards
reinsurance arrangements. In addition, the assumptions
are reviewed regularly with regular experience studies
conducted.
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The Group purchases reinsurance as part of its risk
mitigation measures. The reinsurance contract is quota
share reinsurance which is taken out to reduce the
overall exposure of the Group to certain classes of
business. Amounts recoverable from reinsurers are
estimated in @ manner consistent with the underlying
insurance contract liabilities and in accordance with
the reinsurance contracts.

The Group’s placement of reinsurance is diversified
as far as practicable to avoid being dependent on a
single reinsurer or a single reinsurance contract. The
Group monitors the credit risk of reinsurers through
conducting comprehensive assessment including the
financial strength and credit ratings of the reinsurers in
accordance with the reinsurance policy under the Risk
Management Framework. The approved reinsurers are
subject to periodic reviews.

The Group monitors closely and review regularly on
the exposure to key insurance risks. The nature of the
Group's exposure to insurance risks and its objectives,
policies and processes used to manage and measure
the risks have not changed from the previous period.
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FERRBAN

HK$'000
NEBREREAL Property price growth
percentage
X Mortality rates
Fix EXpenses
ENE Default rates
TR LR

Non-Oeath termination rates

Insurance contracts issued

assumptions*  reinsurance

Sensitivities

The following sensitivity analysis shows the impact
(gross and net of reinsurance held) on CSM, profit
before tax and equity for reasonably possible
movements in key assumptions with all other
assumptions held constant. The correlation of
assumptions will have a significant effect in determining
the ultimate impacts, but to demonstrate the impact
due to changes in each assumption, assumptions
had to be changed on an individual basis. It should be
noted that movements in these assumptions are non-
linear. Sensitivity information will also vary according
to the current economic assumptions.

HERHAEN  HEHEER HER HER
(MKERR) (BREERR) (IRBRR) (BEERR)

RREL* Mg Mg % %
Impacton  Impacton  Impacton Impact
profit before  profit before equity on equity
taxnetof tax gross of net of gross of
reinsurance  reinsurance  reinsurance

Change in

-05%  (1,805577)  (1,839,549) (1,649,652  (1,610,393)
-10.0%  (991.943)  (1,006,314) (932,901) (925,007)
+10.0%  (173,851) (176,082) (172,588) (174,819)

+10.0% (2,075) (2,335) (2,105) (2,371)
+10.0% 12,113 12,645 10,517 10,390

Insurance contracts issued

EERKRAES - HEP—*B
(FERREZRIBEF)IER
BERAEENER %E/\EP?%
A

Impact on Impact on Impact on Impact on
profitbefore  profit before equity equity
Change in taxnetof  taxgross of net of gross of
HK$'000 assumptions*  reinsurance  reinsurance  reinsurance  reinsurance

NEERERBAL Property price growth
percentage -0.5% (1,747,881) (1,795,057) (1,486,789) (1,426,673
RTE Mortality rates -10.0% (784,932) (785,090) (706,380) (678,761)
X Expenses +10.0% (101,587) (101,587) (96,653) (96,653)
BAE Default rates +10.0% (2,989) (337 (2907 (3,281)
TR Non-Ceath termination rates +10.0% 13,254 13238 11,259 10,287

* J:i%ﬁﬁTfEx& BT ERE & The impact on change in the assumptions shown in the above

table covers entire insurance portfolio, part of which, mainly
reverse mortgage loans, are held in the loan portfolio of the
Group at fair value.
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3.6. Fair values of financial assets and liabilities

(@) Fair value estimation

The following table shows financial instruments
recognised at fair value, by valuation method.

£-F =B e a5 F—E FE A=
Level 1 Level 2 Level 3 Total Level1 Level2 Level3 Total
iR TEr TER TER TALT THL TAL Tan
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HKS'000
&E Assets
fESRTA Derivative financial instruments - 1,668,020 - 1,668,020 - 664,618 - 664,618
BFEATE Loan portfolio, net
—NATER(EABRE —FVPL = - 3470628 3,470,628 = - 2,596,858 2,596,858
FHRE Investment securities
—NATEZEGA  —FOC
E2ENE 8,937,256 663,233 - 9,600,489 3,605,206 116,615 - 3721821
—NATEREGA  —FPRL
B 10,300 - 190,336 200,636 9774 = = 9,774
NEELER Placements with the Exchange Fund - - 72418586 72,418,586 - - 49244684 49,044,684
8,947,556 2,331,253 76,079,550 87,358,359 3614980 781,233 51,841,542 56,237,755
&ff Liabilities
FESRIA Derivative financial instruments - 559,693 - 559,693 - 1,740,649 - 1,740,649

RAEE  E—BHRE_EW
SBTAZMLEEHE - I
EEARBL B -

) SH—EWeRITA

RIEBRM SR 51T R’
TA EAFEESRE
BERHNMSRE -
mEMSEREAIART S
Ho A FE B R 5 B
RHE - BETEW
T TERBEBENKE
ERBEISHRE - &
SEMARBAFELE
ERNMEREDT SR
7 MRBAFEFE
MEEXBES —@E
ABEMELE &M@
EEZEHEANNREE
KERAFENER &
ZRARAERATE M
ERTARNBRES

— & o

=

There was no transfer between Level 1 and Level 2 nor
transfers into or out of Level 3 during the year.

Financial instruments in Level 1

The fair value of financial instruments traded in
active markets is based on quoted market prices
at the reporting date. A market is regarded as
active if quoted prices are readily and regularly
available from an exchange, dealer, broker,
industry group, pricing service, or regulatory
agency, and those prices represent actual and
regularly occurring market transactions on
an arm'’s length basis. If an asset or a liability
measured at fair value has a bid price and an
ask price, the price within the bid-ask spread
that is most representative of fair value in the
circumstances shall be used to measure fair
value. These instruments are included in Level 1.
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Financial instruments in Level 2

The fair value of financial instruments that are not
traded in an active market is determined by using
valuation techniques. These valuation techniques
maximise the use of observable market data
where it is available and rely as little as possible
on entity specific estimates. If all significant
inputs required to fair value an instrument are
observable, the instrument is included in Level 2.

Level 2 derivatives comprise interest rate swaps,
currency swaps and currency forwards. These
derivatives are fair valued using forward interest
rates and forward exchange rates, if applicable,
from observable yield curves.

Level 2 debt securities are fair valued using
quoted market prices in less active markets, or if
not available, a discounted cash flow approach,
which discounts the contractual cash flows using
discount rates derived from observable market
prices of other quoted debt instruments of the
counterparties.
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Financial instruments in Level 3

If one or more of the significant inputs is not
based on observable market data, the instrument
is included in Level 3.

Loan portfolio at FVPL

Certain loan portfolio accounted for at fair value
through profit or loss at consolidation level is
included in Level 3 with fair value determined
by using an internal model based on income
approach by discounting future cash flows
which are dependent on the expected terms
of the loans, annuity payout, premium and
interest income, loan repayment and the value of
collaterals (for example, the residential properties
or insurance policies securing the loans). The
Group is exposed mainly to collateral risk arising
from drop in residential property price. The
information of sensitivity to long term property
price growth assumption is included in Note
3.5(b).

Investment securities at FVPL

Investment securities accounted for at fair value
through profit or loss is included in Level 3 with
fair value determined by using an internal model
based on discounting estimated future cash flows
of the investment securities, which are dependent
on significant assumptions regarding the
interest rate environment, expected repayment
schedules, liquidity premiums, expected credit
loss of underlying debt obligations, or a single
uncorroborated broker quote requiring material
adjustments.
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Loan
portfolio
at FVPL
TR
HK$'000

Placements with the Exchange Fund

The placements with the Exchange Fund,
accounted under fair value through profit or loss,
are included in Level 3 with fair value determined
by reference to the principal amount and the
estimated rates of investment return provided by
the Exchange Fund. Please refer to Note 22 for
more details.

Movement in Level 3 fair value measurement as
follows:

2025
DAYES
UAFEREEA
BRENERES

FHARRMN HNEES M 5T SEHS
RERE R EanMETA? B
Investment Placements with Placements with
securitiesat  the Exchange portfolio the Exchange
FVPL Fund at FVPL Fund

TR TiEn T T
HK$'000 HK$'000 HK$'000 HK$'000

n—A—H Asat 1 January 2,596,858 = 49,244,684 1,907,045 34,070,393
REHHERE  Gainsand losses
KRR recognised in

profit or loss 98,964 14,559 3,173,902 (210,636) 1,374,291
ez Placement - - 20,000,000 - 13,800,000
b Withdrawal - - - - -
10 Additions = 175,771 - - -
b Drawdown 853,972 - - 942,198 -
B Repayment (77,075) - - (40,403) -
3| Amortisation (2,091) - - (1,346) -
W+=A=1—HBAsat 31 December 3,470,628 190,336 72,418,586 2,596,858 49 244 634
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(b) Fair values of financial assets and liabilities not
measured at fair value

The carrying amounts of the Group's financial
instruments not presented on the Group's statement of
financial position at their fair values are not materially
different from their fair values as at 31 December
2025 and 31 December 2024 except for the following
financial instruments, for which their carrying amounts
and fair values and the level of fair value hierarchy are
disclosed below:

REE
AVE %-R %R Carying AYE £ F

Fair value Level 1 Level 2 amount  Fairvalue Level2
TEr ThR TEn B T BT Tin

REE
carrying
amount

Tn
HK$'000

SHEE Financial assets
BHRE Investment securiies
— R AR — amorfised cost 20,308,907
SREE Financial liabilities
BREEES Debt securities issued 155,169,330

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

20476300 17,483.664 2993136 15105470 14820124 11614626 3205498

155,358,334 - 155,358,334 148299636 148,086,035 - 143,086,035
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The following methods and significant assumptions
have been used to estimate the fair values of financial
instruments:

(i)

(i)

(iif)

Cash and short-term funds

Cash and short-term funds include bank deposits
and are stated net of impairment allowance.
The fair value of floating-rate deposits is the
carrying amount. The estimated fair value of
fixed-rate deposits, which are normally less than
six months, is based on discounted cash flows
using prevailing money-market interest rates
for debts with similar credit risk and remaining
maturity. Therefore, the fair value of the deposits
is approximately equal to their carrying value.

Loans with 100% guarantee from the Government

Loan portfolio is stated net of impairment
allowance. With the 100% guarantee provided
by the Government to cover the default loss of
the loans, no impairment allowance is provided.
Therefore, the carrying value of loan portfolio is a
reasonable estimate of the fair value.

Loan portfolio, net

Loan portfolio is stated net of impairment
allowance. An insignificant portion of loan
portfolio bears interest at fixed rate. Therefore,
the carrying value of loan portfolio is a
reasonable estimate of the fair value.
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Investment securities at amortised cost

Investment securities are stated net of
impairment allowance. Fair value for investment
securities at amortised cost is based on market
prices or broker/dealer price quotations, which
are the clean prices. Where this information is
not available, fair value has been estimated using
quoted market prices for securities with similar
credit, maturity and yield characteristics, or
valuation techniques which maximise the use of
observable market data.

Debt securities issued

The aggregate fair values are calculated based on
quoted market prices, which are the clean prices.
For those notes where quoted market prices are
not available, a discounted cash flow model is
used based on a current yield curve appropriate
for the remaining term to maturity.

Other liabilities

These mainly represented the guarantee fee
and fund received (net of claims and related
expenses) under the special concessionary
measures of the SFGS (Note 33) and the PLGS,
with the fair value approximating the carrying
amount.

Interest and remittance receivables and interest
payable

Accrued interest is recognised separately with
the fair value approximating the carrying amount
as it is expected to be recovered or settled
within twelve months from the reporting date.
Remittance receivables are expected to be
recovered within one month from the reporting
date with the fair value approximating the
carrying amount.
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3.7. Capital management

The Group's objectives when managing capital, which is a
broader concept than the equity on the face of the statement
of financial position, are:

o to comply with the capital requirements set by the
Financial Secretary of the Government (Financial
Secretary) and the Insurance Authority for its
insurance subsidiaries,

o to safeguard the Group's ability to continue as a going
concern so that it can continue to provide returns for
shareholder;

o to support the Group's stability and growth,

o to allocate capital in an efficient and risk-based
approach to optimise risk adjusted return to the
shareholder; and

o to maintain a strong capital base to support the
development of its business.

Capital adequacy and the use of regulatory capital are
monitored daily by the management in accordance with the
Guidelines on Capital Adequacy Ratio (Guidelines) issued by
the Financial Secretary, by reference largely to Basel Il risk-
based capital adequacy framework. The minimum Capital
Adequacy Ratio (CAR) stipulated in the Guidelines is 8%.

The Chief Executive Officer is required to submit a report
to the Board of Directors on a quarterly basis by reference
to the Guidelines issued by the Financial Secretary. If the
CAR drops to the threshold level of 14%, the Chief Executive
Officer will alert the Executive Directors. If the CAR falls to
12% or below, the Board of Directors will be informed and
appropriate remedial actions will be taken. During the period,
the Group complied with all of the capital requirement set
out in the Guidelines by the Financial Secretary.
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Pursuant to the Guidelines on the CAR, the calculation
basis of capital ratio follows the basis of consolidation for
financial reporting with the exclusion of subsidiaries which
are “regulated financial entities” (e.g. insurance companies).
It is because these entities are supervised by a regulator
and are subject to the maintenance of adequate capital (e.g.
solvency ratio) to support business activities comparable to
those prescribed for banks. The investment cost of these
unconsolidated regulated financial entities is deducted from
the capital base whilst the corresponding related exposures
are also excluded from the calculation of risk-weighted
assets.

The table below summarises the composition of capital base

RERFTRE o and the CAR as at the end of the reporting period.
2025 2024
THET FET
HK$'000 HK$'000
f&AS (BT5E30) Share capital (Note 30) 39,000,000 26,500,000
& Reserves 9,419,421 9,032,222
NRI=RE =] Impairment allowance 87,328 71,803

ks Deductions:

— RREEMBARIMIKRE — investment in regulated subsidiaries (40,000,000) (27,500,000)
— Efh — others (789,845) (640,826)
BAREMR B Total capital base 7,716,904 7,463,199
BEARTERE Capital Adequacy Ratio 18.1% 19.9%
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38. ERIEERSMBHBEZHE 3.8. Offsetting financial assets and financial liabilities

TRBE D RAEARE B RS MK The disclosures set out in the tables below pertain to
ARPIAZBEHHENEHEENSF financial assets and financial liabilities that are not offset in
BE EZEEENBEBEXRGFE the Group’s consolidated statement of financial position but
HEZHIREEUSR T ANBES are subject to enforceable master netting arrangements or
WEEATAR - R A E REFFRE similar agreements that cover similar financial instruments.
BT B - RIBHORIEAEREE B R The disclosures enable the understanding of both the gross
B hn & Ht o and net amounts, as well as provide additional information

on how such credit risk is mitigated.

2025
HBELREREHBRRR
FREE baf ik =¥ )
RREH Related amount £ Related amount
IREE not set off in not set off in
Carrying  the consolidated statement Carrying the consolidated statement
amounts of financial position* amounts of financial position*
onthe ——— onthe
consolidated fT££BIA consolidated kS i
statementof  Derivatve H&ERR FE*  statement of Derivative  BEHHAR
financial financial Cash Net financial financial Cash
position  instruments collateral amount* position instruments collateral amount*
T THT ThRL THT T BT THL A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
SREE Financial assets
fTESRIAL Positive fair values for
FHATE derivative financial
instruments 1,668,020 (436,303)  (1,219,196) 12,521 664,618 (646,152) (17,552) 914
SRAR Financial liabilities
fTEeRIAL Negative fair values for
BEATE derivative financial
instruments 559,693 (436,303) (117,365) 6,025 1,740,649 (646,152) (297,386) 79711

& [HERABE I RIEAR A B TS AR R S 8 & Amounts under “Related amount not set off in the consolidated
&R | B FREEE TSRO statement of financial position” represent the amounts of financial
HEEEEIRMERORNESRE liabilities/assets position that are subject to netting arrangements or
& BESHE- similar agreements including CSA.

w SRR R R E TR T * Net amount represents financial assets/liabilities that are subject
NRNEREE/BE BHEAE to netting arrangements or similar agreements but the Group’s
BEOXSHFED  HIREREN counterparty does not have equivalent financial liabilities/assets
SRBE/BEREANEEEL - position with the Group to offset upon default.
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4. FASEEEHMEST RIRER

AEERAYT - AYRFEFENEERA
BEIRBEAZEZ M RRR - AEEE
RESELBRIAMAR (BRRERIER
THAREREZRELNSIERS) - FHER G
P Efh At B

4.1.

4.2.

ERESHBERE
AEBE R EEHAS  ATHT

HRPEEER EEERBEERS
1B AREYH B RERREER
Bk (RER) B RREREESS
BEFEAE IR FIE - BLRER

it AEBFAABRBESMN -
B AT AR A TR ORI B0 4 B A Rt
TR AR - fAEHRRR 2R 25 M
AR 7DERBRREE R - RN
A BRRERERERNER -

BRBEAEN —_E-_RAFE+=—A=+—
BR-Z-_MFE+-A=+—HWIR
E{EEMT 5F 20 A 5E -

EMIRMAFE

AR D EETER ER™ S LA #5
HEIE o AT - SMNEE ST RIRAET
REMBEREEMGETAETH
B WERHEIREERE - @/ T AR
NP EFEFITENMES

Critical accounting estimates and assumptions

The Group makes estimates and assumptions that affect the
reported amounts of assets and liabilities within the next financial
year. Estimates and judgements are continually evaluated and
are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

4.1

4.2

Impairment allowances on loan portfolio

The Group reviews its loan portfolio to assess ECLS on
a regular basis. In determining ECLS, the Group makes
judgements as to whether there is any significant increase
in credit risk since initial recognition and where appropriate,
default and impairment indicators. It is required to exercise
judgements in making assumptions and estimates to
incorporate relevant information about past events, current
conditions and forecast of economic conditions. The
methodology and assumptions used for estimating both
the amount and timing of future cash flows are reviewed
regularly to reduce any differences between loss estimates
and actual loss experience.

The carrying amount of loan portfolio as at 31 December
2025 and 31 December 2024 is disclosed in Note 20.

Fair value of financial instruments

The majority of valuation techniques employ only observable
market data. However, the placements with the Exchange
Fund are valued on the basis of valuation techniques which
are determined by reference to the estimated rates of
investment return, approximate the carrying value. Details of
the fair value measurement of financial instruments are set
out in Note 3.6.
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4.3 Securitisation of infrastructure loans

For the securitisation of infrastructure loans, the Group
transfers a portfolio of loans to the special purpose entity
(SPE). On consolidation basis, the Group assesses whether
it controls the SPE, and the Group controls the SPE if and
only if the Group has (a) power over the SPE; (b) exposure
or rights to variable returns from its involvement with the
SPE; and (c) the ability to use its power over the SPE to
affect the amount of the Group’s returns. If the Group has
existing rights to give the current ability to direct the relevant
activities of the SPE, is exposed to variable returns from its
involvement with the SPE and has the ability to affect SPE's
returns through its power over the SPE, consolidation of the
SPE is required.

When performing the consolidation assessment of SPE,
the Group considers its role as collateral manager to act
for the SPE that has a decision-making power which may
impact the returns of SPE. In addition, the Group prepares
a quantitative test to assess whether its exposure to the
variability of returns that would be deemed to have control
over the SPE. Whether the Group has a control over the SPE
and is therefore required to consolidate the SPE depends on
whether the Group has the ability to use its power to affect
the SPE’s returns as a “principal” or an “agent”. Based on the
above analysis, the Group is not required to consolidate the
SPE.

The Group also considers whether the securitised loans
could meet the necessary requirements for derecognition:

o For securitisation where the rights of the Group to
receive cash flows from the loans have expired or
where the Group has transferred substantially all risks
and rewards of ownership, the securitised loans are
derecognised.
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4.4

o For securitisation when the Group neither transfers
or retains substantially all the risks and reward
of ownership of the loans and retains control of
the transferred loans, it is required to recognise
the securitised loans to the extent of the Group's
continuing involvement in the loans. Under the
continuing involvement approach, the Group continues
to recognise part of the transferred loans. The Group
also recognises continuing involvement asset and
liability, which represents the extent of the Group’s
continuing exposure to the risks and reward of the
transferred loans.

Insurance and reinsurance contracts

The key assumptions concerning the future and other key
sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the
next financial year are discussed below. The Group based
its assumptions and estimates on parameters available
when the consolidated financial statements were prepared.
Existing circumstances and assumptions about future
developments, however, may change due to market changes
or circumstances arising that are beyond the control of the
Group. Such changes are reflected in the assumptions when
they occur.
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The methods used to measure insurance contracts

The Group primarily uses deterministic projections to
estimate the present value of future cash flows.

The following assumptions were used when estimating
future cash flows:

Mortality

Assumptions are based on standard industry table,
according to the type of contract written. They
reflect historical experience and are adjusted when
appropriate to reflect the Group’s own experiences.
An appropriate, but not excessive, allowance is made
for adverse selection and mortality improvements.
Assumptions are differentiated by policyholder gender
and age.

A decrease in expected mortality rates will increase the
expected claim cost which will reduce future expected
profits of the Group.

Property price

Assumptions are determined based on historical
market performance and long-term projection. A
decrease in the expected level of property price will
reduce future expected profits of the Group.

For MIP, a drop in property prices, where the collateral

value falls below the outstanding balance of the
mortgage loan, will increase the severity of claims.

For RMP, future property prices would affect the cash
flow projections of the in-force insurance contracts.
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Loan default rate

Loan default rate is according to the best estimate to
the default rate of mortgage loan. They reflect historical
experience and are adjusted when appropriate to
reflect the Group’s own experiences.

An increase in the expected level of loan default rate
will reduce future expected profits of the Group.

Expenses

Operating expenses assumptions reflect the projected
costs of maintaining and servicing in-force policies
and associated overhead expenses. The current level
of expenses is taken as an appropriate expense base,
adjusted for expected expense inflation if appropriate.

An increase in the expected level of expenses will
reduce future expected profits of the Group.

Non-death termination

Lapses relate to the termination of policies due to
non-payment of premiums. Surrenders relate to the
voluntary termination of policies by policyholders.
Policy termination assumptions are determined using
statistical measures based on the Group’s experience
and vary by product type and policy duration.

The cash flows within the contract boundary include an
allocation of overheads directly attributable to fulfilling
insurance contracts. Such overheads are allocated to
groups of contracts using methods that are systematic
and rational, and are consistently applied to all costs
that have similar characteristics.
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(b) Discount rate

Insurance contract liabilities are calculated by
discounting expected future cash flows at a risk-free
rate, plus an illiquidity premium where applicable.
Risk-free rates are determined by reference to
those inferred from either swap rates or zero-
coupon government bond yields of that currency
(whichever of higher liquidity/market depth). This
method is comparable to the risk-free rate generation
methodology adopted under Hong Kong Risk-Based
Capital (HKRBC) regime. The illiquidity premium is
determined by reference to observable market rates
including corporate debt rates.

Discount rates (forward rates) applied for discounting
of future cash flows are listed below:

iR
Portfolio duration

R-Z-EFt-A=1-A
As at 31 December 2025

1% 5% 0% 2% 0%
fyear Syears 10years 20years 30years

FERRBES Insurance contracts issued ~ 3.00%  373%  4.68%  420%  505%

15
1year

437%

“mETZA=T-A

As at 31 December 2024

5E 0% NE NE
Syears  10years  20years  30years

432% 4.95% 4.36% 4.86%
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Risk adjustment for non-financial risk

The risk adjustment for non-financial risk is the
compensation that is required for bearing the
uncertainty about the amount and timing of cash flows
that arises from non-financial risk as the insurance
contract is fulfilled. Because the risk adjustment
represents compensation for uncertainty, estimates
are made on the degree of diversification benefits and
expected favourable and unfavourable outcomes in a
way that reflects the Group’s degree of risk aversion.
The Group estimates an adjustment for non-financial
risk separately from all other estimates. The Group
does not consider the effect of reinsurance in the risk
adjustment for non-financial risk of the underlying
insurance contracts.

The risk adjustment was calculated at Group level
and then allocated down to each group of contracts
in accordance with their risk profiles. The Group
determines the risk adjustment for non-financial risk
based on Margin Over Current Estimate (MOCE)
calculation methodology under HKRBC regime.

The MOCE reflects the uncertainty of liability cash
flows related to non-hedgeable risks, and is calibrated
to reflect the 75th percentile confidence level.

The methods and assumptions used to determine the
risk adjustment for non-financial risk were not changed
in 2024 and 2025.
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Amortisation of the CSM

The CSM is a component of the asset or liability for
the group of insurance contracts that represents the
unearned profit the Group will recognise as it provides
services in the future. An amount of the CSM for a
group of insurance contracts is recognised in profit or
loss as insurance revenue in each period to reflect the
insurance contract services provided under the group
of insurance contracts in that period. The amount is
determined by:

o identifying the coverage units in the group;

. allocating the CSM at the end of the period (before
recognising any amounts in profit or loss to
reflect the insurance contract services provided
in the period) equally to each coverage unit
provided in the current period and expected to
be provided in the future; and

. recognising in profit or loss the amount allocated
to coverage units provided in the period.

The number of coverage units in a group is the
guantity of insurance contract services provided by
the contracts in the group, determined by considering
the quantity of the benefits provided and the expected
coverage period. Contractual payments under
different scenarios and the respective probabilities are
considered when determining the quantity of benefit
provided. The total coverage units of each group of
insurance contracts are reassessed at the end of
each reporting period to adjust for the reduction of
remaining coverage for claims paid and cancellation
of contracts in the period. For the MIP insurance
contracts, the quantity of benefits is the contractually
agreed risk-in-force insured over the period of the
contracts while the quantity of benefits for the RMP
and the PRMP contracts is the contractually agreed
outstanding balance at death insured over the period
of the contracts. With respect to annuity product, the
coverage unit for amortisation will be the maximum of
(@) expected annuity payment; and (b) expected death
payment if there is a CSM.
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For reinsurance contracts held, the CSM amortisation
reflects the expected pattern of underwriting of the
underlying contracts because the level of service
provided depends on the quantity of benefits provided
by the underlying contracts in-force.

4.5 100% guarantee under the SME Financing Guarantee

Scheme (100% SFGS) and DLGS

As refer to Note 19, under 100% SFGS and DLGS, eligible
loans originated by the participating lenders are sold to the
Group, and the Government provides a financial guarantee
to the Group on these loans. The loans are classified as
financial assets measured at amortised cost under HKFRS 9.

In formulating the accounting treatment of 100% SFGS and
DLGS, the Group applied judgement on whether the loans
purchased from the participating lenders as recognised on
the Group’s consolidated statement of financial position
should be de-recognised as a result of the arrangement
with the Government; whether the contracts between the
participating banks and the Group and the contract between
the Government and the Group should be considered
together in the determination of accounting treatments; and
whether the contractual cash flow of the loans represent
“solely payments of the principal and interest” (SPPI).

When performing this assessment, the Group considers
several factors including, whether the Group has transferred
the contractual rights to receive the cash flows of the loans,
whether the contracts between the Government and Group
are considered together and whether the contractual cash
flows met the SPPI criteria etc.
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sEEH 5. Segment information

REBXTEERTANREREELERBERE The Group is principally engaged in asset purchase and servicing,
BR® - —RRBERASRBRER - Kt general insurance and life insurance businesses in Hong Kong.
7% fINBREESUB AR MET Other activities such as debt issuance to fund the loan purchase
MEMSTE  REERWEGRIEFTE 4SS and investment to reinvest the surplus funds from loan receipt are
BHESETHERE BEABEEESE considered ancillary to asset purchase business.

TSP B 75 o

—RREREZEREBRE  ZERBR General insurance includes mainly mortgage insurance, reverse
FNPRERRER ASRBEEFS mortgage and SME financing guarantee businesses. Life insurance
¥B - EEEREMMAREERRBEBEER includes annuity business. Asset purchase and servicing include
WEEZETE MBI ITEHEMER - loan acquisition business and other activities such as debt

issuance.

TRINTIAEBEEDILHRA -~ &BF & The following tables represent revenue, profit and other
E &R} o information for operating segments of the Group.

REEER
HREBRE Gk E3E
Asset KRR ABRR Inter-

purchase General Life segment @t
and servicing insurance insurance elimination Total
TR TR TR TR TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

HE-Z-AET-A=1-HILEE Yearended 31 December 2025

ERBWMA/ () Net interest income/(expense) 589,273 259,770 (67,678) 4,581 785,946
FREREBEE Net insurance busingss results - 190,178 (4,302,094) 101,424 (4,010,492)
EiBA/ (X H) Other income/(expenses) 317,860 701,973 2,479,136 (125,830) 3,373,139
e A/ (BRB) Operating income/(l0ss) 907,133 1,151,921 (1,890,636) (19,825) 148,593
mETH Operating expenses (584,040) (34,432) - 224,794 (393,678)
KR ERNELER/ (BR) Operating profit/(oss) before impairment 323,093 1,117,489  (1,890,636) 204,969 (245,085)
FiEREE Change inimpairment allowances (11,602) (63) 232 - (11,433)
ket (58) Profit/(loss) before taxation 311,491 1,117,426 (1,890,404) 204,969 (256,518)
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HE-T-WET-A=1—HILFE Yearended31 December 2024

HRER R

Asset

purchase
and servicing
T
HK$'000

General
insurance
TR
HK$'000

Life
insurance
FHT
HK$'000

Inter-
segment
elimination
TATL
HK$'000

T
HK$'000

ERBWRA/ () Net interest income/(expense) 432,744 331,252 (146,035) - 617,961
FREEREE Net insurance business results - (647,213) (1,594,263) 209,948 (2,031,528)
ElA /() Other incomey/(expenses) 308,886 162,772 1,221,874 (435,498) 1,258,034
mRIA/(BR) Operating income/(oss) 74,630 (153,189) (518,424) (225,550) (155,533)
mETH Operating expenses (566,343) (20,685) - 224,862 (362,166)
ReORERMESLERN/(B58) Operating profit/(oss) before impairment 175,287 (173,874) (518,424) (689) (517,699)
REREES Change inimpairment allowances (34,454) (227) (230) - (34911)
BHanafl/ (B8) Profit/(loss) before taxation 140,833 (174,101) (518,654) (688) (552,610)

As at 31 December 2025
Segment assets

BEEER
HARER
Asset
purchase
and servicing
TR
HK$'000

171,691,013

—RiR%
General
insurance
TiEx
HK$'000

26,777,316

AERR
Life
insurance
TiEn
HK$'000

56,409,915

bk E
Inter-
segment
elimination
TiEx
HK$'000

(2,453,262)

@t
Total
TiEx
HK$'000

252,425,482

Segment liabilities

163,222,521

8,150,022

33,300,341

(3,462,354)

201,210,530

and servicing
T
HK$'000

Genera
insurance
TEL
HK$'000

Life
insurance
TEL
HK$'000

segment
elimination
TEL
HK$'000

Total
TAT
HK$'000

R-Z-WE+=-A=+—8 As at 31 December 2024
NEEE Segment assets 165,630,756 24,736,861 34,361,081 (2902522) 221,826,176
PHEE Segment liabilities 157,586,492 6,984,385 22,112,903 (3,724,339 182,959,441
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FIS U 6. Interestincome

2025 2024
FH&x FAETT
HK$'000 HK$'000
BERHEE Loan portfolio 698,224 757,120
BARHE S B EROERK Loans with 100% guarantee from
the Government 2,604,722 4,533,483
RENEHES Cash and short-term funds 1,541,078 2,048,875
BHEE Investment securities 951,569 806,736
5,795,593 8,146,214
FIRXZH 7. Interest expense
2025 2024
F#&T FETT
HK$'000 HK$'000
RITERREBETEBES Bank loans and debt securities issued 4,836,298 7,363,943
HEBE Lease liabilities 6,529 8,338
Hib Others 166,820 155,972
5,009,647 7,528,253
B F B sk 7k 8 3P JE LA A EE B L5 A All interest expenses are for financial liabilities that are not at fair
BROTHAE - value through profit or loss.
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8. f{REEWIA 8. Insurance revenue

TR FRERNREBIALEIHNT The table below presents an analysis of the total insurance
revenue recognised in the year:

2025

Frgst Frgs
RERY  BRRAK @it )
Insurance  Reinsurance Insurance  Reinsurance

contracts contracts contracts contracts
issued issued Total issued issued Total
Wiz TR THR THT ‘ THT THT
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

EESTRREASBNEE Amounts relating to the changes
in the liability for remaining

coverage
AHRBMAESRRRIE % Expected insurance service expenses
incurred in the period a 707,389 7,966 715,355 449877 4743 454,620
FEBRERDERFZES  Change in the risk adjustment
for non-financial risk b (40,416) 55 (40,361) (66,511) 19 (66,492)
REENERNEH Amount of CSM recognised in profit
e orloss c 742,103 - 742,103 677,693 = 677,693
EERERREERSHEEN Amounts relating to recovery of
&8 insurance acquisition cash flows
AEEBRERREEERES  Alocation of the portion of premiums
nERRNREDH that relate to the recovery of insurance
acquisition cash flows d 287,166 - 287,166 254,209 - 254,209
REWA Insurance revenue 1,696,242 8,021 1,704,263 1,315,268 4,762 1,320,030
B oE Notes:
al BN EANRBREHE Y BEAERTE a. Expected insurance service expenses incurred in the period comprise claims
HASt AN B A MR B B R R H A and other expenses which the Group expects to pay on insured events that
Y FEETEENREESRETEEE occurred during the period. Refer to Note 2.22(f) for the full list of the cash
B2 B 2.22(F) © flows included.
b. R FAEEHERARNIBENERRE - 56 b. Change in risk adjustment shows amount of risk which expired during the
@Eﬁﬁ(ﬁ?ﬂ% 2RI EE2.22 ° period. Refer to Note 2.22 for the details of accounting policy.
C. BRRBUW R IR FARBEMN T L ES DERA C. The CSM is recognised in profit or loss over the coverage period of the
AR A AIBE - B2EE440) - corresponding group of contracts based on coverage units. Refer to Note
4.4(d).
d. WRHEIR & m B AR IE A X048 Bl AR 2 R BE A RS d. Acquisition cash flows are allocated in a systematic way on the basis of the
ETRROE - ESTHERFES  B2H passage of time over the coverage period of the group of contracts. Refer to
Ffi5E 2.22(e) Note 2.22(e) for details of accounting policy.
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Fissss RIB &4 FiasssBR
BEEX FiABRES N

Net finance (expenses)/income from insurance
contracts issued/reinsurance contracts issued/

A5 (ZH) W N FE

TREJNFANIEE K E b 2w s iR

RV R A S RABF BT

reinsurance contracts held

The table below presents an analysis of net insurance finance
result recognised in profit or loss and OCI in the year:

s B RS QR IR B BT 75 Insurance finance (expenses)/income
(ZH) WA from insurance contracts issued
E= il Interest accreted (1,226,201) (885,204)
ﬂ 2% &E'ﬁﬂ BB E  Effect of changes in interest rates and
other financial assumptions (1,497,112) 429,217
RE R R G 5T RIRa R Effect of measuring changes in estimates
RO FI = FEE S 29 AR 75 W e at current rates and adjusting the CSM
REtEZH e at the rates on initial recognition (27,346) 382,457
R RBREANNTE Net finance expenses from
> R insurance contracts issued (2,750,659) (73,530)
2573 Represented by:
RIBa HER A & 58 Amounts recognised in profit or loss (2,598,453) (413,039
RE \ﬁﬁiﬁuﬂz SRR TR Amounts recognised in OClI (152,206) 339,509
i BRRENNRER Insurance finance (expenses)/income
B (), A from reinsurance contracts issued
E= Wil Interest accreted (11,082) (7,282)
ﬂ 2% &E'ﬁﬂ BB E  Effect of changes in interest rates and
other financial assumptions (15,454) 3,601
RE R R 5T R R Effect of measuring changes in estimates
RO FI = TR S 29 AR 75 W e at current rates and adjusting the CSM
RErEE e at the rates on initial recognition - 1,800
BREARTELRRES) Changes in non-performance risk
of reinsurer - -
s BRREANEE HFEEE Net finance expenses from
reinsurance contracts issued (26,536) (1,881)
257 Represented by:
RIBa R A & 58 Amounts recognised in profit or loss (26,536) (1,881)
Eéﬁmiﬁﬂﬂl SHERE©ER Amounts recognised in OCI = -
i BERREHANEREETFE  Reinsurance finance income/(expenses)
WA (XH) from reinsurance contracts held
ZETHE Interest accreted 28,322 16,118
F| = &Eﬁ@ BisRR e E L  Effect of changes in interest rates and
other financial assumptions 36,190 (25,026)
wE ﬁﬁ‘J%ﬁ%&E%ﬂﬁéﬁé%ﬁ% Effect of measuring changes in estimates
HOPIZ BB £ KO AR ks Y at current rates and adjusting the CSM
AERHPE at the rates on initial recognition (8,424) (100,854)
BRERATTELRE R E Changes in non-performance risk
of reinsurer (2,644) (4,544)
I EBERBENNEIE Net finance income/(expenses) from
WA () R reinsurance contracts held 53,444 (114,306)
2573 Represented by:
NIEBRERN SR Amounts recognised in profit or loss 23,060 10,268
REMEEWR SRS Amounts recognised in OCI 30,384 (124,574)
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10. i B EERMESLB(F 10. Net (expenses)/income from reinsurance

X))/ WNFEH

contracts held

FEERUL B HA N 2 A B9 1R IR TG Bk Expected recovery for insurance service

2025

THERT
HK$'000

2024
THAT

HK$'000

expenses incurred in the period (4,883) (6,476)
FE 5 b [ B O | B ) BE Change in the risk adjustment for
non-financial risk 11,943 13,159
RIBEERN A D RB K CSM recognised in profit or loss (85,244) (75,073)
A 3R S (R 2 [ I Y Amount relating to the changes in
BEZRBEHSE the assets for remaining coverage (78,184) (68,390)
HNEENBERREMASH Amounts recoverable for claims and
EI ks other expenses incurred in the period 29,357 25,335
FIEARRBESEMELN Changes in amounts recoverable
A El SR E H arising from changes in liability
for incurred claims 4,715 1,584
JES ph RS B B e A B B Py Changes in amounts recoverable arising
EARIE S EEE) from changes in risk adjustment for
non-financial risk 4,330 5,802
HESEEREENEHEN Changes in fulfilment cash flows which
B4R RS relate to onerous underlying contracts 35,001 388,591
A [A) R R A al YR B #) & 58 Amount recoverable from reinsurers 73,403 421,312
FEEBERBREAN (X)), Net (expenses)/income from
WA EEE reinsurance contracts held (4,781) 352,922
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11.

HA

KBINEES TR

11. Other income

Income from placements with the

2025

TR
HK$'000

2024
TAET
HK$'000

Exchange Fund 3,173,902 1,374,291

PEH =% Exchange difference 228,366 (187,457)
PTHET B R ¥ (F5i8) /Uzs*  (Loss)/gain from derivatives and hedging* (154,354) 238,006
AAFEZ (LR ABED Net gain/(loss) on investments at fair value

BE W= (BER)F5E through profit or loss 14,983 48)
HENATES Lt AREMEE  Netgain on disposal of investments at FVOCI

I 25 B938 & My W e )RR - 400
BEREEN AT EES)FH Net change in fair value of loan portfolio

(B = 3.6(a)ii)) (Note 3.6(a)ii) 98,964 (210,636)
EERENREBA Dividend income from listed investments 272 289
TTEERRA Administrative fee income 8,791 9,042
Hit Others 2,215 34,147

3,373,139 1,258,034

* STHETEAERE S (EE) WA TIMER & (Loss)/gain from derivatives and hedging represented the aggregate of (i)

HK$2,590 million fair value gain on hedging instruments designated as fair
value hedge (2024: HK$631 million) and HK$2,527 million fair value loss on
the hedged items (2024: HK$531 million); and (i) HK$217 million fair value loss
on derivatives mainly for hedging foreign currency exposures which are not
qualified as hedges for accounting purposes (2024: HK$138 million gain).

B () EEARATFEEFNEFTAAT
B 2590 BT (ZTZMF : 6.318H
J0) REHRIEE A FEEE 2527 AT (=
TPF 53N EETT) ¢ K (i) EEZ R
SNERRBRFFESRAL RS HENITE
TARFEEBE217EBT(ZZZNF « Ik
#= 1.38 B8 T) ©
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12. #MHEISHZH

BEMAREEEENSTHANER TR :

12. Expenses by nature

An analysis of the expenses incurred by the Group in the reporting

period is included in the table below:

2024
FHIT
HK$'000
EEMNA : Staff costs:
— & MER — salaries and benefits 478,111 458,385
— RIRE A — pension costs — defined
— REHENETE contribution plans 21,210 26,280
E=Yokn Directors’ fees = =
MEEREARANTEHEEN Emoluments in respect of directors’
HEMREmN T2 other services in connection with
the management of the affairs of the
Company:
— e SRR RIEA — salaries, allowances and bonus 6,836 8,065
— BRIRFTEIFT{EZ 3R — retirement scheme contributions 561 726
#r & (FisE25) Depreciation (Note 25) 105,565 89,748
B4 & =T IR 7S Financial information services 17,525 16,201
AR & Consultancy fees 103,071 97,741
mHEERESES H Marketing and advertising expenses 45,230 40,813
/NG Premises 15,207 17,602
H s Other operating expenses 66,631 59,282
WEE S E R/ EERTE]  Recovery of operating expenses from
MEPBHEREREETZ 100% SFGS and DLGS (Note 31(a))
BAR & 2 (MRt 31(a)) (150,842) (166,388)
709,105 648,455
REBERSRENEL L Amounts attributed to insurance acquisition
REAMEERAX cash flows and other directly attributable
expenses (315,427) (286,289)
Hih &M Other operating expenses 393,678 362,166
BERKEE Claims and benefits 1,191,530 787,624
EEERRE NN EE Losses on onerous insurance contracts 1,629,349 2,257,995
REGEER M= Amortisation of insurance acquisition
cash flows 287,166 254,209
R RIS Insurance service expenses 3,108,045 3,299,828
3,501,723 3,661,994
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13. ZE(RTEN S 13. Auditor’s remuneration

2025 2024
FH&x FHIT
HK$'000 HK$'000
BIZRTE Audit services 4,927 4,605
H AR Other services 3,215 4,382
8,142 8,987
14. BIEEBHEE) 14. Change in impairment allowances

ReEMEHES (MFE3.2(0) Cash and short-term funds (Note 3.2(c)) 1,920 1,502
BHEE Investment securities:
— R AT IR — amortised cost (Note 3.2(d)(i))
(B EE3.2(a)(0)) 1,994 179
— A AFEE T A LM — FVOCI (Note 3.2(d)(ii)
2 ME (FTEE3.2(d)ii) 1,711 147
BERAE  BREEFER Loan portfolio, including loan
(P5E3.2()) commitments (Note 3.2(b)) 5,808 33,083
11,433 34,911
15. $iIE 15. Taxation
(a) HFEEWBSRABBIES : (a) Taxation in the consolidated income statement
represents:
2025 2024
F#T FHETT
HK$'000 HK$'000
BBFEH Hong Kong profits tax:
— FRE A A E BARL I8 — current tax on profits for the year 764,309 50,650
— BAEFERE — adjusted in respect of past years (42,898) =
IRIEFHIE ¢ Deferred taxation:
— REERE — credit for current year (869,037) (185,220)

(147,626) (134,570)
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PN F B E A W (E AT IE SR BDE AR Hong Kong profits tax has been provided at the rate of 16.5%
16.5% (= Z Z PO : 16.5%) KJFi =& (2024: 16.5%) on the estimated assessable profit for the
STRAANGHRE - BLEHIEAE year. Deferred taxation is calculated in full on temporary
BEEE16.5% (=T Z U4 : 16.5%) differences under the liability method using a principal
MEEREAE TR ER - taxation rate of 16.5% (2024: 16.5%).

AREEHBRT R EIENTIBEER R The taxation on the Group's loss before taxation differs from
BHERGTENERSENEENT ¢ the theoretical amount that would arise using the taxation

rate of Hong Kong as follows:

2024
FHIT
HK$'000
MrEiATE 1R Loss before taxation (256,518) (552,610)
1216.5% (—ZE P4 : 16.5%) Calculated at a taxation rate of 16.5%
R R 5T E (2024: 16.5%) (42,325) (91,181)
RIS 2 Tax effect of:
— HAMBIRUA — income not subject to taxation (398,100) (443,699)
— PA AR — expenses not deductible for
taxation purposes 336,525 415,517
— RIER T IBE 18 — tax losses not recognised 3,683 5,060
— AL RIARERTIBEE — utilisation of tax losses previously
not recognised (30,812) -
— HAb — others (16,597) (20,267)
HIEEE Taxation credit (147,626) (134,570)
(b) EABMRARAMBIERES : (b) Provision for taxation in the statement of financial

position represents:

2024
T T
HK$'000

BEHRIBEE Current tax assets (included in
GTATHAEE]) “Other assets”) - 38
EEFRIBE E Deferred tax assets 711,730 -
711,730 38
EHRIEAE Current tax liabilities 684,399 223,782
EEFHRIBEE Deferred tax liabilities - 174,488
684,399 398,270
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BEERIBAE(BE)KEZARE The major components of deferred tax liabilities/(assets) and

DRERNEFHMOT the movements during the year are as follows:
HERER
HititE
MEFBRE Impairment RBRENER
Accelerated allowances Insurance
tax and other WEBESR contract faEg
depreciation provisions Tax losses liabilities Total
T T T TEx T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZZE-NF—A—H Asat1January 2024 8373 (7.129) (143,877) 449 887 307,254
RlzsR A% /(RE)  Charged/(credited) to
income Statement 268 (6,077) (26,244) (153,167) (185,220)
RE2EESAMS  Charged to OCI = - - 52,454 52,454
i1 3 As at 31 December 2024
+-A=+—H 8,641 (13,206) (170,121) 349,174 174,488
PR E I/ Charged/(credited) to
(&E) income statement 9,635 2,127) (363,915) (512,630) (869,037)
REMEEWEARE  Credited to OCI = — — (17.181) (17.181)
W-E-%& As at 31 December 2025
+=ZA=+-H 18,276 (15,333) (534,036) (180,637) (711,730)
R-ZE-_RAE+-_A=1—HE=-Z There was no significant unprovided deferred taxation as
ZFEF+Z A=+ — BEEEARE at 31 December 2025 and 31 December 2024. Deferred tax
HIRIERIIA o R E R 2= BB assets are recognised due to the temporary difference to the
RIETIEE EE RRAA B HAR SR E R extent that sufficient future taxable profits will be available
Fm A AT RIS T T 2ER for realisation. The unused tax losses can be carried forward
RE) AT 75 S 18 AT AR A4 8 o indefinitely.
RTZEAA - EEAEREERIE There is no significant amount of deferred tax assets/
BE/AERZEEE - liabilities to be settled within twelve months.
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16. IRENREHHES 16. Cash and short-term funds
2025 2024
FET TFETT
HK$'000 HK$'000
$RITIE S Cash at banks 656,908 913,754
RITEETER Time deposits with banks 63,887,276 51,739,077
ReMBHELR Gross cash and short-term funds 64,544,184 52,652,831
He MEHESHRER G Impairment allowance on cash and
(Ff7E3.2(c)) short-term funds (Note 3.2(c)) (7,569) (5,649)
64,536,615 52,647,182
HEETREERTNE  BeREZERBEIER For the purposes of the statement of cash flows, cash and
BIEL T ERHIA A= B s ANR &£ o cash equivalents comprise the following balances with original

maturities of three months or less.

2025 2024
FET TFETT
HK$'000 HK$'000
RITIRE Cash at banks 656,908 913,754
RITEETER Time deposits with banks 62,035,276 41,562,077
RENERIRSIBR Cash and cash equivalents 62,692,184 42,475,831
17. FEWFI B REESR 17. Interest and remittance receivables
2024
FETT
HK$'000
AT RIBMEWFE Interest receivables from:

— FIEBEEY — interest rate swap contracts 2,076,773 2,575,665
— EBEHRE — investment securities 268,596 191,886
— RITEHTER — time deposits with banks 202,845 297,330

BERAEA R TS Interest receivables and instalments,
KEZ RS H R in transit from loan portfolio 164,681 156,498

2,712,895 3,221,379
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18. T €mTH

(a)

TTETRHER

AEERATITET RS A AEH
e Bl

EREHNA O RERRB AL
TERIE R B S EIMNEmAGE - B
R A R B S DA — 43R M B4R
A—HBRTRENEE - HFHEHE
K F R RMEASEIR - [RET
BRI ZERXZ TS REBRA
T ARENEERRARSHEFR
RERTEEAMBEERRANNE

A - REBERBRENEBE R ZEH
FRBRERKS  FEZNERHEER

G
AA

o

ETREESRTIANEEESE AN
e MR RIERH TARZHE—E
FEEEVEAE - HER MRS BB AR IR
ReERENTRIATEZRNAF
& - Bt - AR RS EE R
EEHBEBER - BEE TSN RE
KRS E AR RE) - FTET ARTEE
HAKBEELER(BE)HTH (R
BINTE - TESRITANGLK
FECEETE - DA NS
BE RTAETESMEERBEY
NFHAE - FIRE AR ATRIRE) o Prfs
BNTET AR TESRN T

18. Derivative financial instruments

(a)

Use of derivatives

The Group uses the following derivative instruments to
hedge the Group's financial risks.

Currency forwards are commitment to purchase or sell
foreign currency at a pre-specified exchange rate on a future
date. Currency and interest rate swaps are commitments to
exchange one set of cash flows for another. Swaps result in
an exchange of currencies or interest rates or a combination
of all these. No exchange of principal takes place except
for certain currency swaps. The Group’s credit risk
represents the potential cost to replace the swap contracts
if counterparties fail to perform their obligations. This risk
is monitored on an ongoing basis under a prudent treasury
counterparty risk management framework.

The notional amounts of certain types of financial instruments
provide a basis for comparison with instruments recognised
on the consolidated statement of financial position but do
not necessarily indicate the amounts of future cash flows
involved or the current fair value of the instruments and,
therefore, do not indicate the Group's exposure to credit or
price risks. The derivative instruments become favourable
(assets) or unfavourable (liabilities) as a result of fluctuations
in market interest rates or foreign exchange rates relative to
their terms. The aggregate contractual or notional amounts
of derivative financial instruments on hand, the extent to
which instruments are favourable or unfavourable, and thus
the aggregate fair values of derivative financial assets and
liabilities, can fluctuate significantly from time to time. The
fair values of derivative instruments held are set out below.
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EE 5 YR HETH ~YE
Contract/ Fair values Contract/ Fair values

notional BE =1 notional BE B
amounts Assets Liabilities amounts Assets Liabilities

TR FET FHT THL B THL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

THaFRE e hE Derivatives not qualified as hedges
MHTETA for accounting purposes
— M8 — interest rate swaps 6,192,459 30,058 (10,002) 4,601,054 35,329 (2,802
Lt — currency swaps 16,332,554 86411 (1460%) 8109388 152812 8339)
— EiREAl — currency forwards 8,334,502 8,086 (6,078) 2878363 5204 (3,024)
124555  (162,176) 193345 (14,164)
ATEERITETE Fair value hedge derivatives
— FlEE — interest rate swaps 124594277 817,474 (169,045) 110,629,191 212,397 (596,795)
— BB — currency swaps 51,268,045 723893  (228,472) 52465683 258420 (1,127,930)
1541367 (397,517) 470817 (1,724,725)
RempiTETR Cash flow hedge derivatives
— g — currency swaps 389,175 2,098 - 388,397 45 (1,760)
2,098 - 156 (1,760)
BRRITEIR Total recognised derivative
BE/(8f) 08 assets/(iabiltties) 1,668,020  (559,693) 664,618 (1,740649)
(b) ¥ihiEED (b) Hedging activities
WtTE T BER AT EL FKIFES R Derivatives may qualify as hedges for accounting purposes if
P ERTREmMs STETAA they are fair value hedges or cash flow hedges.
IR & HREE o
iy 2DFEHEH (i)  Fair value hedges
REBNAFEHAFEDRE The Group's fair value hedge principally consists of
BRRERBEITEEESA interest rate and currency swaps that are used to
A EAEE AT 5| BAY protect interest rate risk and foreign currency risk
1) 2= [ B 0 1M B VR e ) ) = A resulting from any potential change in fair value of
EHIR A o underlying debt securities issued.
(i) BLSREH (i)  Cash flow hedges
AEEFEABRESREFNE The Group hedged the portion of foreign exchange
K im BB ¥R DASNES FHE R S Bl risks arising from variability of cash flows from foreign
TABRESREEAEENINE currency denominated financial instruments using
Bz © currency swaps under cash flow hedge.
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19.

B R E 5 BRRIER

PhERERRFETHESTE
REEER

AEER_Z_TFHEHEI AR/
BERERTE - WEEEEFET/NEEIK
AR N ERES S HESHET -
RimABR D REERTEE -

RIFUETE] - ERBS BN EFHRBIL
REEERIR - ZF2ENEREBHIA
BERENTAMAEEHEEBER -
ZEEFABT2RER -

BRI R BRI BB TR F M 2.5% X
NHE - ZEFEFRNBEHNBRASEESE
MBS RABRE —REERITHRAXE
ERXEY -

ZEEFREFEFARRI0F - ZMNFH
it TERES TERREYARER (W
ER)NHBRER - EREXEDEERRE
ANRTAREANESTEARARYE - BHAF
NEREEFRGFENEFHERN T -
F= Hosia o

BEEEX REXFRATHH
TESEREREREE

AEER_FT_=FHHLBIBERER
RS - RS ERBIABRERE
REARNBREESLETIRR SN
FREIRITHIRR - NREE T EmEE
U RABRER - RBBEEBNL
BEXSAmR  UHRRREN TR RRA
EHNL -

19.

Loans with 100% guarantee from the
Government

Special 100% Loan Guarantee under the SFGS

The Group introduced the 100% SFGS in 2020. This measure aims
to alleviate the burden of paying employee wages and rents by
small and medium-sized enterprises which are suffering from
reduced income, thereby help minimising enterprise shutdowns
and layoffs.

Under this scheme, loans are originated by participating lenders.
Upon origination, these participating lenders would sell the loans
to the Group without recourse. These loans are fully guaranteed by
the Government.

An interest rate of the Prime Rate minus 2.5% per annum is
charged to the borrowers. These loan interests, net of the funding
costs and relevant general operating and administrative expenses
incurred by the Group, are passed to the Government.

The maximum repayment period of the loan under the guarantee
is 10 years, plus the extended period under the relief arrangement
in respect of principal moratorium and partial principal repayment
(if applicable), with an option of principal moratorium for up to
66 months. The application period of 100% SFGS ended in March
2024.

Dedicated 100% Loan Guarantee Scheme for Cross-
boundary Passenger Transport Trade, Travel Sector and
Battery Electric Taxis

The Group introduced the DLGS in 2023. This measure aims to
assist eligible operators, registered vehicle or ferry owners of
cross-boundary passenger transport, licensed travel agents,
local tour coach registered owners to support their business
resumption, and to encourage eligible taxi owners to replace their
liquefied petroleum gas, petrol or hybrid taxis with electric taxis.
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RIFULETE] - ERB2SEBNEFHELL
RILHEREK - ZF2 B EFEIER A
BERENTAMAEEHEBERER -
ZEERHBT 2 RER -

18 SR A ZR IR B (B 2R 2R O 6 A1) 2R 2.5% S A+
ME - ZFEERMNBEHBRAREELD
BeRARER - RELERITRAXKE
RERUT -

ZERREFEFHRRI0F - FRAH
BENGRT _HAARETER -

BOBR/IEREEFRASEASBER
EREREFIANBFEERNETENER
BT R YE R FTR A - BERBUTEELD
RBRENR  BABERREREE - ARE
EREABCHEFRANE  NEHBEE
RAREREEEEORERS - —REE
RITBFAX - LB WA B (IAE)
BEIBAT - AEEABLEZER °

BFRRHE A D BEFROER :

Under this scheme, loans are originated by participating lenders.
Upon origination, these participating lenders would sell the loans
to the Group without recourse. These loans are fully guaranteed by
the Government.

An interest rate of the Prime Rate minus 2.5% per annum is
charged to the borrowers. These loan interests, net of the funding
costs and relevant general operating and administrative expenses
incurred by the Group, are passed to the Government.

The maximum repayment period of the loan under the guarantee
is 10 years, with an option of principal repayment holiday for up to
twelve months.

Accordingly, loan default losses are covered by the Government's
guarantee in relation to loans with special 100% SFGS and
DLGS, and no impairment allowance is recognised in view of the
minimal default risk of the Government. All loan interest received
is set aside to meet the funding costs, general operating and
administrative expenses in relation to the purchase and servicing
of the loans of the Group. The remaining balance of the interest
received, if any, will be passed to the Government. The Group is
responsible for the operation of the product.

2024

TET
HK$'000

Loans with 100% guarantee from

the Government under:

— B2 AR EEEERETE — 100% SFGS 63,158,310 82,555,165
— BN ARREREIENE — DLGS 356,016 227,533
63,514,326 82,782,698
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20. ERESRE 20. Loan portfolio, net

(a) MAFEZILAEBEHNER (a) Loan portfolio at FVPL
Hae
2025 2024
F#&xT FAET
HK$°'000 HK$'000
FERIBEFAEE Residential mortgage portfolio 3,434,736 2,572,791
EmEREE Other loan portfolio 35,892 24,067
3,470,628 2,596,858
(b) IREBHRAIIRMERES (b) Loan portfolio at amortised cost
2025 2024
FER FA&TT
HK$'000 HK$'000
FEZRBERES Residential mortgage portfolio 2,860,377 2,816,547
EEZER Infrastructure loans 8,786,195 7,290,487
HAth Others 54,069 71,725
11,700,641 10,178,759
BB ER A (F5E3.2(00) Allowance for loan impairment
(Note 3.2(b))

— FERBEERE — residential mortgage portfolio (9,738) (6,849)
—HEEEXR — infrastructure loans (61,501) (52,940)
— Hfth — others (328) (1,853)

(71,567) (61,642)
11,629,074 10,117,117
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() ERFBEBHEAEEERES (c) Total allowance for loan impairment as a percentage
EREERSEHRIESE of the outstanding principal balances of the loan
portfolio

2025 2024

ﬂfﬁ%’%‘é{%ﬁ@%ﬁmf‘fm H4  Total allowance for loan impairment

%@%ﬁﬁﬂ’]ﬁ as a percentage of the gross
loan portfolio 0.61% 0.61%
EHEFURERER - BZRER® Allowance for loan impairment has been made after taking
HIERITHE into account the current market value of the collateral.

2025 2024

FEE MBS HEBEERHES  Gross impaired loan portfolio as a

BERE DL (F3E3.29) percentage of gross loan portfolio
(Note 3.2(g)) 0.08% 0.02%
21. [BHFRE 21. Investment securities
(a) DAFEZ{HARBZEE (a) Investment securities at FVOCI
HESRA
2024
T
HK$'000
BAFEIIRNESES Debt securities at fair value:
—R&EBLEM — listed in Hong Kong 5,022,290 1,846,255
— REBRIN LT — listed outside Hong Kong 3,914,966 1,758,951
8,937,256 3,605,206
— L — unlisted 663,233 116,615
AFEETAEMEE Total FVOCI securities
uﬁzm BHER 9,600,489 3,721,821
AN EE 1b§+)\ﬁﬁﬁiﬁwfﬁ\\?§ FVOCI securities comprise debt securities where the
«Zgi?%? %iﬁ:ﬁﬁﬁ% contractual cash flows are solely principal and interest and
= )= i XH q q g q q q
(R > S i 3t ) B A= B Ehe ot)ljlect;ye of th(te Gr(t)upls buar;ess modgl is i§h|e¥ed bo'th|
MANEL AR HESREETE y collecting contractual cash flows and selling financia

o assets.
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(b)

RETHBERNDITAR B AT FVOCI securities are analysed by categories of issuers as
AHMEERENESOT follows:

RIT R E £ ik Banks and other financial institutions 3,794,428 971,385
NGISE Corporate entities 2,266,625 837,460
NEWE Public sector entities 1,709,871 1,044,727
AR SR BT Central governments 1,829,565 868,249
9,600,489 3,721,821
AR FEEZ AR 2 RS The movement in FVOCI securities is summarised as follows:
HFHEHPMAT ¢
2025 2024
TEx FETT
HK$'000 HK$'000
n—A—H As at 1 January 3,721,821 2,509,537
1% 40 Additions 6,478,590 1,512,090
s K ER Sales and redemption (763,205) (281,942)
By Amortisation 2,494 1,746
N EES Change in fair value 78,879 25,687
oINS Exchange difference 81,910 (45,297)
Nt+=—B=+—H As at 31 December 9,600,489 3,721,821
E@RE CEEERAEEEZER Information on the impairment, credit quality and the
SHE R EE3.2(d) 1 - Group'’s exposure to credit risk are disclosed in Note 3.2(d).
UAFEEELt AN EREMNES (b) Investment securities at FVPL
®E

TR FES IR ETSE 5 Debt securities at fair value -unlisted

—3EET 190,336 -
BATEIRNZ S ESHES  Exchange-traded funds at fair value:

—REBLEM — listed in Hong Kong 10,300 9,774
AR EE L ABZED Total FVPL securities

B 200,636 9,774
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FEMEBESFEEREREFCHM
FRARRES UARZXGHEEE
£ MR REHRAIARFER
LRt AR 2 E ST E o

The unlisted debt securities which represent subordinated
notes held under the infrastructure loans securitisation and
the exchange-traded funds do not quality for measurement
at either amortised cost or FVOCI.

The movement in FVPL securities is summarised as follows:

AT EBIEH ABRNBENED

Bt
2024
FAT
HK$'000
®n—H—H As at 1 January 9,774 9,870
840 Additions 175,777 -
N EE Change in fair value 14,983 (48)
HNEETE KR Exchange difference 102 (48)
R+-—A=+—8H As at 31 December 200,636 9,774

(c) IREESHMAINIREEHIRE

R ATIIRA BT E S -

(c) Investment securities at amortised cost

Debt securities at amortised cost:

2025

TR
HK$'000

2024
TAT
HK$'000

—RBEA LT — listed in Hong Kong 6,958,294 5,715,799
— RBEABRINET — listed outside Hong Kong 10,411,116 6,190,447
17,369,410 11,906,246
—JEEm — unlisted 2,946,341 3,204,074
B SHAK AT IR AV RE IR E Gross investment securities
Rk at amortised cost 20,315,751 15,110,320
JREE SRR HNREV B AR AR Impairment allowance on
(B A (M 5E3.2(d)) investment securities at amortised
cost (Note 3.2(d)) (6,844) (4,850)
TREESHAC AT IR B8 5 R R Total amortised cost securities 20,308,907 15,105,470
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ERREBREBES LERARE

AEBERARNTEATMEEZER
B TERRESRENDBARHEHK
ZN Il

s EBEANBEABEEEMN
WRaEHHRDRE &

o  REASKNIGHEIEERHRR
EREDEEANIMAAREM
REERSREOFE -

REBATHB AR 2 A7 R (B A 1 3 A
AR F ST

Investment securities comprise debt securities and
infrastructure-related bonds.

The Group classifies investment securities at amortised cost
only if both of the following criteria are met:

. the asset is held within a business model with the
objective of collecting the contractual cash flows; and

o the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal outstanding.

Amortised cost securities before impairment are analysed by
categories of issuers as follows:

2025 2024

THET FET

HK$'000 HK$'000

ER1T R E & RS Banks and other financial institutions 3,621,581 4,520,414
NAEIEE Corporate entities 9,102,040 6,149,201
NERE Public sector entities 3,151,464 1,936,527
FR R Central governments 3,205,011 2,002,795
Hih (EZHEBES) Others (infrastructure-related bond) 1,235,655 501,383
20,315,751 15,110,320

R (B AT R B P AR 51 R B0 R 25 0
BT -

The movement in amortised cost securities before
impairment is summarised as follows:

2025 2024

F#&xT FHT

HK$°000 HK$'000

Rn—H—H As at 1 January 15,110,320 14,578,656
0 Additions 8,201,665 6,434,043
& K E R Sales and redemption (3,143,421) (5,848,597)
e Amortisation 9,401 68,635
NS 5, A= BE Exchange difference 137,786 (122,417)
R+-—A=+—H As at 31 December 20,315,751 15,110,320
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22,

IEEEFER

FEBEBEEFE AR REERRAR
MINEESTFROBAARFEZEFTA
BamermEE-R_T-_AF+_A
=+—RB NEESHFRERBT24EE
T(ZZ 4 - 49218 7T) (H5E31(a)) -
BRASBER6BEBIT(ZT _WF :
A58 TT) N EN2RA B MMEE REf
BERERHOKA - BEEFEARRIE
BRBRANRENERSFR

SNEESFRRENINERESNREHES
RERBERES  UXHTKREHRS -
SNEESTFAREBRRFETE - HIER
aME BHREXDRBREAESBENTF
B [ ¥R R Bk R = F BT E S
FHWHER(TRA%)TE  URSEA
o pRHERAATE - BHREXTDRE
REZRRENERD R EEE -

22. Placements with the Exchange Fund

The Group has classified the placements of the HKMCA and the
HKMCI with the Exchange Fund as financial assets at fair value
through profit or loss. As at 31 December 2025, the balance of the
placements with the Exchange Fund amounted to HK$72.4 billion
(2024: HK$49.2 billion) (Note 31(a)), comprising a total principal
sum of HK$62.5 billion (2024: HK$42.5 billion) plus income earned
and accrued but not yet withdrawn as at the reporting date, which
represented the premium and capital placements made by the
HKMCA and the HKMCI.

The placements with the Exchange Fund are invested in the
Investment Portfolio and Long-Term Growth Portfolio of the
Exchange Fund, subject to a lock-up period. The rate of return on
the placements with the Exchange Fund is determined annually.
For Investment Portfolio, the rate of return is calculated on the
basis of the average annual rate of return on the portfolio over
the past six years or the average annual yield of three-year
Government Bond in the previous year (subject to a minimum of
zero percent), whichever is the higher. With respect to the Long-
Term Growth Portfolio, the rate of return is determined based on
the current year time-weighted rate of return.
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23. fBAEIRE

R-ZE-_RAFE+-_B=+—H ' A27H
T EHBAREET -

BARIEERERAR

HKMC Mortgage Management Limited

BEERRERAR
HKMC Insurance Limited

BBESARAR
HKMC Annuity Limited

HKMC Premier Solutions Limited

FRELEH
Place of
incorporation

A
Hong Kong

Hong Kong

Hong Kong

Hong Kong

24. ARRIE - HEREMEE

23. Interests in subsidiaries

Details of the principal subsidiaries of the Company as at 31
December 2025 are as follows:

TEER
Principal activities

RAEEETRERERER
ERES  AERIEER
ﬁi\%ﬂﬁiﬁ% REZE RS

BN RRESFRE MR L
zﬂ#

Mortgage purchase and
servicing, servicing of
outstanding microfinance
loans, and origination of
reverse mortgage loans and
policy reverse mortgage
loans, all for the Group

—fRRRES
General insurance business

RORBER
Long term insurance business

AR ERERHRER
BRI RAERRIE

Provision of marketing and
business development
services and related facilities
to the Group

ERTRBERAFSE
(ReEER)

Particulars of issued and
fully paid up share capital
(Class of shares)

1,000,000787C (L&)
HK$1,000,000 (Ordinary)

15,000,000,000 5 7C (& @)
HK$15,000,000,000 (Ordinary)

25,000,000,0007 7 (%)
HK$25,000,000,000 (Ordinary)

100787 (L)
HK$100 (Ordinary)

AAAR
(FEKEA)
FERHNEIR
Percentage of
shares held by
the Company
(or its nominee)

100%

100%

100%

@R
N/A

RN
(FHAEA)
FERHNEIR
Percentage of
shares held by
the Company's
subsidiary

(or its nominee)

TNER
N/A

Gyl
N/A

TER
N/A

100%

24. Prepayments, deposits and other assets

NAGEES Corporate club debentures 910 910
EES R R IE CSA receivables 134,499 308,854
Hih&EE Other assets 36,192 76,223

171,601 385,987
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25. BE&EE 25. Fixed assets
(a) BElE&EELE (a) Movement in fixed assets
BREE
nEN
FREEE BAERE
Right-of-use BRR%ER
assets on Office
leased HEWEXE  equipment, RE
properties  Leasehold furniture 2K Motor g
for own use improvement and fixtures  Computers vehicle Total
TET TEx TiEx TET FET TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
WZZ-WE—F—H  Costasat1lanuary 2024
PR 292,851 62,404 20,669 355,524 1,719 733,167
1 Additions 24,705 3185 3606 28991 - 60,487
Wi/ RE Written-off/disposals (23,589) (284) 6] 7.772) - (31,650)
e e Cost as at 31 December 2024
=+—BHRA 293,967 65,305 24,270 376,743 1,719 762,004
) Additions 1,148 1,931 1,375 103,007 a1 107,882
W/ RE Written-off/disposals - (147) (3077) (34,088) {774 (38,08¢)
RZEZRE+CA Cost as at 31 December 2025
=t —-BHRA 295,115 67,089 22,568 445,662 1,366 831,800
WZZ-ME—-F—HK  Accumulated depreciation
ZEE asat 1 January 2024 (91,983) (39,295) (15,276) (309,418) (1,035) (457,007)
& (HE12) Depreciation charge (Note 12) (50,797) 7,952 (2,766) (27.997) (236) (89,748)
Wi/ RE Written-off/disposals 23,589 24 5 7.772 - 31,650
RZZ-[F+=A Accumulated depreciation
=“T-ARZHTE as at 31 December 2024 (119,191) 46,963) (18,037) (329,643) (1.271) (515,105)
& (K 12) Depreciation charge (Note 12) (51,330) (7,309) 2.72) 43,890) (308) (105,565
Wi/ RE Written-off/disposals - 134 3077 32,869 774 36,854
R=Z2-1F+=5 Accumulated depreciation
=t-RNRHTE as at 31 December 2025 (170521)  (54138)  (17,688)  (340,664) (805)  (583,816)
R-B-H5+=A As at 31 December 2025
==
AR Cost 295,115 67,089 22,568 445,662 1,366 831,800
ZETE Accumulated depreciation (170,521) (54,138) (17,688)  (340,664) (805) (583,816
REFHE Net book amount 124,594 12,951 4,880 104,998 561 247,984
WZE-MF+-A As at 31 December 2024
==k
AR Cost 293967 65,305 24,270 376,743 1719 762,004
ZiE Accumulated depreciation (119,191) 46,963) (18,037) (329,643) (1.271) (515,105)
REFE Net book amount 174,776 18,342 6233 47,100 448 216,899

348 The Hong Kong Mortgage Corporation Limited Annual Report 2025



(b)

HE

BN K5I R A B E & & 5 a0
T

Leases

The statement of financial position shows the following
amounts relating to leases:

EREEE —8BF

Right-of-use assets — buildings 124,594 174,776

HEBB(WE27) : Lease liabilities (Note 27):
——FR — within 1 year 53,023 49,262
— BE—F — over 1year 75,633 127,707
128,656 176,969

HEREESHHMNT

The movement in lease liabilities is summarised as follows:

®n—H—H As at 1 January 176,969 195,124
)i Addition 1,079 21,753
BoE Amortisation 6,529 8,338
HENHFI LD Interest portion of lease payments (6,529) (8,338)
HENRAE RS Principal portion of lease payments (49,392) (39,908)
Rt+—_A=+—8 As at 31 December 128,656 176,969

HE_Z-_RAFT+-A=1+—HILF
= Tﬁ:ﬁiﬁui//lLHjﬁ@%ﬁEZ%55,989,000
BIT(ZZ Z Y4 : 50,828,0007T) °

HE_Z_RAF+-_A=1+—HLF
fE - [EREEEEHN,148,000 4 7T
(ZZ P4 : 24,705,000/ 7T) °

malakI A BEENSEN
T~

EREEENE —B8F

The total cash outflow for leases for the year ended 31
December 2025 was HK$55,989,000 (2024: HK$50,828,000).

Additions to the right-of-use assets for the year ended 31
December 2025 were HK$1,148,000 (2024: HK$24,705,000).

The consolidated income statement shows the following
amounts relating to leases:

2024

TAET
HK$'000

Depreciation charge of right-of-use
assets — buildings 51,330 50,797

Interest expense

6,529 8,338
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AEEEESTHAE  MEHEE
Bl E - B T XAt maEREE
1o

RASELELT SN MEHEE
HeBREE MK ILRERE - KED
BHRERRIEERETHARET
£ - MIFERMMHEA -

26. FEFFFIR

The Group leases various offices and rental contracts are
mainly made for fixed periods but may have extension
options as described below.

Extension and termination options are included in property
leases of the Group for operational flexibility. The majority of
extension and termination options held are exercisable only
by the Group and not by the respective lessor.

26. Interest payable

2025 2024

FER T

AT B IERERFR -

HK$'000 HK$'000

Interest payable from:

— BETEKES — debt securities issued 2,404,666 2,907,719
— MEEBHEH — interest rate swap contracts 368,957 429,198
—HiEE — other liabilities 8,087 5,407

2,781,710 3,342,324

liabilities

27. FEFTIRIE « FEETRIZ R HEME 27. Accounts payable, accrued expenses and other
&

2024

TABTT

HK$'000

FEASIRIE K FE AT 52 Accounts payable and accrued expenses 1,385,261 1,736,632
=B MR A CSA payable 2,699,862 1,251,494
HEmmEE Other liabilities 1,048,840 894,445
FAEa & (F5E250) Lease liabilities (Note 25(b)) 128,656 176,969
E b #E s Other provision 74,805 73,126
5,337,424 4,132,666

HthEEEERERNEREERFTET
MEFRIEREME(HFE33) - EAFEER
ERES BERERBIE S (M
31@) TR E N ERERBER(EHNBRER
X 18RRI 52 ) 1,048,840,000 77T (—ZF — P
£ 1 894,445,000 7T ) °

Other liabilities represented mainly the guarantee fee and fund
received (net of claims and related expenses) of HK$1,048,840,000
(2024: HK$894,445,000) under the special concessionary measures
of the SFGS (Note 33), the PLGS and the DLGS (Note 31(a)).
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28. RIGEBERBIRIGEE 28. Insurance liabilities and reinsurance assets

BENBETHAFEBRRAN - 3% The breakdown of portfolios of reinsurance contracts held,

e X RAFEZBRREHNRESHAE insurance contracts issued and reinsurance contacts issued, that

HNRTE are in an asset and those in a liability position is set out in the table
below:

2025 2024
EE &8 i BE afa ik

Assets Liabilities Net Assets Liabilities Net
FET TET TER AL TAT TAT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FEEBRBEN Reinsurance contracts held
—RRR — general insurance 1,233,991 - 1,233,991 1,081,689 - 1,081,689
FERRREH Insurance contracts issued
— iRk — general insurance - 6,307,154 6,307,154 - 6,017,192 6,017,192
ASRR — life insurance - 30,046,786 30,046,786 = 18,833,695 18,833,695
- 36353940 36,353,940 - 24850887 24,850,887
FERBERREA Reinsurance contracts issued
ASRE — life insurance - 324,034 324,034 - 195,009 195,009
281 I EBRIEEL - FAssEER 28.1 Reinsurance contracts held, insurance contracts
[GEHIRFTEEBRESH issued and reinsurance contract issued
(@) HMEEBRBAEL IR (@ Roll-forward of net asset or liability for reinsurance
A RIEZEBREE LN contracts held, insurance contracts issued and
EEFENEEFREY (B reinsurance contracts issued showing the liability for
TRB TN REAERFTELS remaining coverage and the liability for incurred claims
RBEET)
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iy FRBBRBREH — — (i)  Reinsurance contracts held — general insurance
REORRR

e BRRANNE
EFEXAEFEEY
(BTEEBETBRRAR

The roll-forward of the net asset or liability for
reinsurance contracts held, showing assets for
remaining coverage and amounts recoverable

B 3 765 P A D8R TR on incurred claims arising business ceded to
REENREEABRRA reinsurers is disclosed in the table below:
I El & 58) N T RIFE -

BTRREE
Assets for
remaining coverage

e

ThELE
Amounts
recoverable

WEFEDD
Excluding
loss-recovery
component

KEEESD

Loss-recovery
component

fEERZ

Incurred
claims

i T TEn TEn T
Notes HK$'000 HK$'000 HK$'000 HKS$'000

R—A-ANERRANEE ReinsLirance contract assets

asat 1 January 159,740 904,475 17,474 1,081,689
BAURRRGARENERED Changes in the consolidated
income statement and
consolidated statement of
comprehensive income
ERRNRELE Allocation of reinsurance premiums
HATREEEZSAENLE Amounts relating to the changes in
the assets for remaining coverage 3 (78,184) - - (78,184)
ARELNRRREMBFZN Amounts recoverable for claims and
MhESE other expenses incurred in the period - (26,144) 29,357 3213
BEERZAREYELN Changes in amounts recoverable
HESESR arising from changes in iabilty
for incurred claims - - 9,045 9,045
HEELEESDEED Changes in fulflment cash flows which
e o) relate to onerous Underlying contracts b - 61,145 - 61,145
FaBREANN(FR)/MAFE  Net(expenses)income from
reinsurance contracts held (78,184) 35,001 38,402 (4,781)
ERBENNIBUNTE Net finance income from
reinstirance contracts ¢ 38,388 17,700 - 56,088
ERRARTRNEREGNT 2 Effect of changes in non-performance
risk of reinsurers (2,644) - - (2,644)
35,744 17,700 - 53,444
GEYEERFA2ENER Total expenses)/income in the
(F%)/ kA consoldated income statement
and consolidated Statement of
comprehensive income (42,440) 52,701 38,402 48,663
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BTRREE TRESE

Assets for Amounts
remaining coverage recoverable
et
KEFESS WEEESS FELHRE
Excluding
loss-recovery Loss-recovery Incurred
component component claims
iR T T Tén TEn
Notes HK$'000 HK$'000 HK$'000 HK$'000

ReRE Cash flows

BARBRENGR Premiums and similar expenses paid 119,995 - - 119,995

Bl Amouns received - - (32,153) (32,153)

Renses Total cash flows 119,995 - (32,153) 87,842

EHENHR Other reclassification 16,748 - (951) 15,797

RT=A=T-RNERREH Reinsurance contract assets

BE as at 31 December 254,043 957,176 2,172 1,233,991

Bt Notes:

a. BRENRES LR Included within the allocation of reinsurance premiums
BAEBEEARNTH are non-recoverable expenses incurred by the Group,
B - BEITHRE directly attributable to fulfilment of reinsurance
EBERBRENEEN contracts held.

2710

b. Wi FT R & Changes in the expected fulfilment cash flows on
KHER ) TEEE AR reinsurance contracts held which relate to groups of
CTMEZHE N B underlying insurance contracts are recognised in profit
AHER « BIEARRAIRER and loss if the changes in expected fulfilment cash
& K78 Bl A8 B &Y BT 5 flows from the group of underlying insurance contracts
ERRBEAOREEH issued was also recognised in profit and loss.
BAREREZF I
PIEZSARER ©

c. N5 B 5 B AR R BE 7S The Group disaggregates net reinsurance finance
WA F R B R E At income between profit or loss and other comprehensive

EEWEZBOTF &
HH2BHME2.22()v) ©

income. Please refer to Note 2.22())(v) for details.

ERRBREERAT —Z-RgF®k 353



SmEBEHRERMEE Notes to the Consolidated Financial Statements

; ThESE
Assets for Amounts
remaining coverage recoverable
W EEESS
Excluding
oss-recovery Incurred
component claims
(iF3 TAT TAL
HK$'000 HKS'000 HKS'000
R-A-BHERRENEE Reinsrance contract assets
asat 1 January 249,002 506,104 5937 761,043
SAWRRRES2EKERES  Changes in the consolidated
income statement and
consolidated statement of
comprehensive income
BRBNREDE Allocation of reinsurance premiums
HRTRREEZDEENEE Amounts relating to the changes in
the assets for remaining coverage a (68,390) = = (68,390)
BREENRRREMFERH Amounts recoverable for
TRESS claims and other expenses
incurred in the period - 21117) 25335 4218
BEARZAREIELRN Changes in amounts recoverable
ThEEEEY arising from changes in liability
for incurred claims - - 7,386 7,386
HEREERSOREN Changes in fulfiment cash flows
BORERERY which relate to onerous
underlying contracts b = 409,708 = 409,708
FrivBBRRA LN (%), BMAFE Net (expenses)/income from
reinsurance contracts held (68,390) 388,591 2,721 352922
ERRANNEH L) /MAFE  Netfinance (expenses)income
from reinsUrance contracts C (119,542) 9,780 - (109,762)
BREAATENERESNZE  Effect of changesin non-performance
risk of reinsurers (4,544) - - (4,544)
(124,086) 9,780 - (114,306)
GEYGR kA2 EMER Total (expenses)/income in the
(Bx)/ hAEE consolidated income statement
and consolidated statement of
comprehensive income (192,476) 398,371 7 233,616
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BT

Assets for Amount
remaining coverage recoverable

§ I

Excluding

oss-recovery Loss-recovery Incurred
component component claims
i3 TAL TAL TAL
Notes HKS'000 HK$'000 HK$'000

BefiE Cash flows

BRRERENRL Premiums and similar expenses paid 96,082 - - 96,082

EheE Amounts received - - (21,099) (21,099)

RengEsn Total cash flows 96,082 - (21,099 74,983

AERTAR Other reclassification 7,132 - (85) 7,047

REZA=T-BHERRAH Reinsurance contract assets

BE as at 31 December 159,740 904,475 17,474 1,081,689

B EE - Notes:

a. BRBHORESEE Included within the allocation of reinsurance premiums
BAEBEEENTA are non-recoverable expenses incurred by the Group,
WEIRY - BEITHRE directly attributable to fulfilment of reinsurance
EERBRENEER contracts held.

-

b. B EZERRE Changes in the expected fulfilment cash flows on
K4 R B TE B B 49 3R reinsurance contracts held which relate to groups of
EmEZHENER underlying insurance contracts are recognised in profit
ARERR - Rl EAB R R R and loss if the changes in expected fulfilment cash
& K978 Bl A8 BE &Y B B flows from the group of underlying insurance contracts
ERRBEAORTER issued was also recognised in profit and loss.
BABREREZEH IR
NS AR o

& 7 5 B S AR B B 7S The Group disaggregates net reinsurance finance

WA FRER B R H A
EHWEZEDHF - &
EH2EMTE2.22()v) °

income between profit or loss and other comprehensive
income. Please refer to Note 2.22())(v) for details.
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iy FEERBREH — & (i) Insurance contracts issued — general insurance
R

HERRRAOHEE
FERARTELD (B
TREANBTREA
ERAEE R RAR) R
TREE

The roll-forward of the net asset or liability for
insurance contracts issued, showing the liability
for remaining coverage and the liability for
incurred claims for portfolios, is disclosed in the
table below:

2025
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R-A-RtRREUAR

Insurance contract liabilties

BTREBRRE
LRC

AEEERID =5

Excluding loss Loss

component component
TR TEn
HKS$'000 HK$'000

FELRZAE
Lic

Tin
HK$'000

TEn
HKS'000

asat 1 January 3,161,006 2,745,685 110,501 6,017,192
BAURERGARENERED Changes in the consolidated income
statement and consolidated
statement of comprehensive
income
REUA Insurance revenue
NFEETRAY Contracts under fair valug approach (168,116) - - (168,116)
el Other contracts (860,246) - - (860,246)
(1,028,362) - - (1,028,362)
RERESEX Insurance service expenses
BEAERREMHE Incurred claims and other expenses - (90,734) 136,082 45,348
RREERCTEEH Amortisation of insUrance acquisition
cash flows 3 260,298 - - 260,298
BRIEGONERRZSERER Losses on onerous contracts and
reversals of those losses - 225,484 - 225,484
MELHREEEY Changes to liability for incurred claims - - 73,338 73,338
260,298 134,750 209,420 604,468
REREEE Insurance service result (768,064) 134,750 209,420 (423,894)
RBBES Insurance finance expenses b 246,854 55,923 - 302,777
GRlERRiTA 2ENER Total (income/expenses in the
(BA)/Bx 8 consolidated income statement
and consolidated statement of
comprehensive income (521,210) 190,673 209,420 (121,117)



BIRBAR fELREZEE
LRC LiC
TEBERD -t
Excluding loss Loss
component component
T T T Tén
HK$'000 HK$'000 HK$'000 HK$'000

RefiE Cash flows

BliRE Prernium received 680,721 - - 680,721

ERBRREMERRY Claims and other directly attributable

£xpenses paid - - (161,434) (161,434)

REEERSRE Insurance acquisition cash flows c (170,987) - - (170,987)

RenelE Total cash flows 509,734 - (161,434) 348,300

OS] Other reclassifcation d 64,502 - (1723) 62,779

RT=A=t-RHRRANER Insurance contract liabilities

as at 31 December 3,214,032 2,936,358 156,764 6,307,154

B Notes:

a. BEREREREAR a. Acquisition cash flows were allocated on straight-line
K948 Rl B9 # AR 2R A A basis during the coverage period of the respective
LEZREDE - F2H group of contracts. Please refer to Note 2.22(e).
Mi5E2.22(e) ©

b. 7 55 B H AR B B b. The Group made an accounting policy choice to
B EEEREAM disaggregate insurance finance expenses between
2HE K= EDHFE profit or loss and other comprehensive income. The
BETBREE - AKE Group does not disaggregate changes in the risk
4% 1% IE & Bh R BR Y adjustment for non-financial risk between insurance
BB 78 B ) MR R service result and insurance finance expenses.

B 75 3£ 48 R 4R R B1 75
S ZEDHF ©

C. R )R T R A B 48 7 c. Insurance acquisition cash flows paid after the related
BIENHRBEER group is initially recognised are adjusted to the liability
EREFBEHR TR for remaining coverage.

BEE-
d. HitEH o RERR d. Other reclassification relates to where the accounting

BRNBEANRESR
EFEENETER
ERARBAZHBM
SR R E At B S SRR
HETHEEESR
B - B BRETE
AR E) A B A
B 15 R IR B £ 1T
FEFREE o

treatment of some overheads included with the cash
flows within the boundary of an insurance contract are
grouped under other financial statement line items in
the statement of financial position. A reclassification
is made with a corresponding adjustment to such
other financial statement line items in the statement of
financial position.
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’-A-BHRBANEE

Insurance contract liabilities

i

Bxcluding loss

component
iz TEn
Notes HKS'000

Loss
component
TEL
HKS'000

asat 1 January 3,408,458 1,526,940 56,570 4,991,968
GRURRRGR2ENERED Changes in the consolidated income

statement and consolidated

statement of comprehensive

income
REUA Insurance revenue
AFEETRAYN Contracts under fair valuie approach (194924) - - (194.920)
EftAn Other contracts (723,591) - - (723591)

(918,515) - - (918,515)

REEREX Insurance service expenses
BEHERREMHR Incurred claims and other expenses - (72033) 140670 63,637
RBEERSREEH Amortisation of insLirance acquisition

cash flows a 233,000 - - 233,000
BRIt ONERRAZERER Losses on onerous contracts and

reversals of those osses - 1258713 - 1,258,773
FELRZNAGRY Changes to liability for incurred claims - - 23,405 23405

238,000 1,186,740 164,075 1,588,315
RERELE Insurance service result (680,515) 1,186,740 164,075 670,300
{RIRBHTE () /it Insurance finance (income)/expenses b (239,808) 30454 - (209,354)
GRlERRiTA 2ENER Total Income)/expenses in the
(BA) /B8 consolidated income statement
and consolidated statement of
comprehensive income (920323) 1,217,194 164,075 460946
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FofEE

Excluding loss L0ss

component component
5T Thr T
HKS'000 HKS'000 HKS'000

RéfiE Cash flows

BhRE Premium received 934,886 - - 934,886

ERBRREMERRY Claims and otfer directly attributable

£Xpenses paid - - (106,370) (106,370)

RERERLRE Insurance acquisition cash flows c (272.291) - - M)

ReRstR Total cash flows 662,595 - (108,370) 556,205

HEH A8 Other reclassification d 10276 1,551 (3774) 8053

RtZR=t-ANRRANAR Inurance contract liabiltes

as at 31 December 3,161,006 2,745,685 110,501 6,017,192

Bt Notes:

a. BERESRENZA a. Acquisition cash flows were allocated on straight-line
R FARRBAREA basis during the coverage period of the respective
EREDE - F2H group of contracts. Please refer to Note 2.22(e).

Fi5E 2.22(€) °

b. 7N 55 B 1 H A 1R B Bt b. The Group made an accounting policy choice to
BRAN) /T HER disaggregate insurance finance (income)/expenses
=R EMEE RS between profit or loss and other comprehensive
5 g et BR R income. The Group does not disaggregate changes
B REEWEGIES in the risk adjustment for non-financial risk between
| 5 R B o insurance service result and insurance finance (income)/
R RBIRBEE R expenses.

REMB(BAN) X
22 o

C. R R A B 48 B C. Insurance acquisition cash flows paid after the related
BENHRBEER group is initially recognised are adjusted to the liability
SMEBABEHR TR for remaining coverage.

REIME o

d. HihEH 2 BEERR d. Other reclassification relates to where the accounting
AHEEANNE SR treatment of some overheads included with the cash
ERFEEMETERE flows within the boundary of an insurance contract are
ERWSHEENBERK grouped under other financial statement line items in
LR PO b B 7S SRR the statement of financial position. A reclassification

BEHETHEERES
B - B BARHET
R TR A B A A
B 15 R IR B £ 1T

is made with a corresponding adjustment to such
other financial statement line items in the statement of
financial position.
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@iy FEERRELH — ASE (i) Insurance contracts issued — life insurance
R
R e NN EE The roll-forward of the net asset or liability for
FEIBRFELH (B insurance contracts issued, showing the liability
THEENBR TRREE for remaining coverage and the liability for
RFIEAERREBE)RT incurred claims for portfolios, is disclosed in the
RIEE table below:
2005
BTRIBERE fELREZER
LRC Lic
TaEFES E&d2
Excluding loss Loss
component component
147 47 47 147
HK$'000 HK$'000 HK$'000 HK$'000
R—A-RNRBANAR Insrance contract liabiltes
asat 1 January 13,929,253 4,841,918 62,524 18,833,695

BAURRREARELERED Changes in the consolidated income
statement and consolidated
statement of comprehensive

income
RERUA Insurance revenue
NHEETHAN Contracts under fair value approach (190,948) - - (190,948)
Hthadh Other contracts (476,932) - - (476,932)
(667,380) = = (667,880)
RERESEX Insurance service expenses
BEAERREMRS Incurred claims and other expenses - (395,363) 972,010 576,647
RREERSTEEN Amortisation of insurance acquisition
cash flows 3 26,868 - - 26,868
BRIEGONERRZSERER L0sses on onerous contracts and
reversals of those losses - 1,875,320 - 1,875,320
26,868 1,479,957 972,010 2,478,835
REHS Investment components (809,784) - 809,784 -
RERELE Insurance service result (1,450,796) 1,479,957 1,781,794 1,810,955
RBEES Insurance finance expenses b 2,270,261 176,476 1,145 2,447,882
BANSRREASENERTEEE  Total expenses in the consolidated
income statement and consolidated
statement of comprehensive income 819,465 1,656,433 1,782,939 4,258,837
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BTRRAR FELRERE

LRC LiC
TEBERD -t
Excluding loss Loss
component component
T T T Tén
HK$'000 HK$'000 HK$'000 HK$'000

ReRE Cash flows

EHRE Prernium received 8,892,490 - - 8,892,490

BRRREMERRS Claims and other directly attributable

£Xpenses paid - - (1,768,631) (1,768,631)

RREERSTE Insurance acquisition cash flows C (169,605) - - (169,605)

RenesE Total cash flows 8,722,885 - (1,768,631) 6,954,254

RT=B=t-RHRBRANER Insurance contract liabilities

as at 31 December 23,471,603 6,498,351 76,832 30,046,786

Bt Notes:

a. BERERENSAE a. Acquisition cash flows were allocated on straight-line
2978 Bl & 2 4R A A basis during the coverage period of the respective
REHEDE - F2H group of contracts. Please refer to Note 2.22(e).
BizE2.22(e)

b. AEBEH T2 R b. The Group made an accounting policy choice not to
BT HERR R disaggregate insurance finance expenses between
Hih2HEWam 2B S profit or loss and other comprehensive income. The
FSFTERER - K Group does not disaggregate changes in the risk
SEVEEFESHRA adjustment for non-financial risk between insurance
fex 1 | B A 2R B D service result and insurance finance expenses.
RERSEXERRR
ML Z2EaHF o

C. RYIA TR A B4 5 c. Insurance acquisition cash flows paid after the related
B AIHRBEER group is initially recognised are adjusted to the liability
EMEFEER TR for remaining coverage.

BEE-
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’-A-BHRBANEE

Insurance contract liabilities

T

Bxcluding loss

component

iz TEn
Notes HKS'000

Loss
component
TEL
HKS'000

FERL
HK$'000

TR
HK$'000

asat 1 January 10,549,149 3692363 54,717 14,296,209
GRURRRGR2ENERED Changes in the consolidated income
statement and consolidated
statement of comprehensive
income
REUA Insurance revenue
AFEETRAYN Contracts under fair valuie approach (211379) - - (211379)
EftAn Other contracts (185,378) - - (185,378)
(396,753) - - (396,753)
REEREX Insurance service expenses
BEHERREMHR Incurred claims and other expenses - (269,562) 617,506 347,944
RBEERSREEH Amortisation of insLirance acquisition
cash flows 3 16,209 - - 16,209
BRIt ONERRAZERER Losses on onerous contracts and
reversals of those osses - 132103 - 1,322,103
16,209 1,052,541 617,506 1,686,256
e Investment component (569,50) = 569,450 =
REREEE Insurance service result (949.994) 1,052,541 1,186,956 1,289,503
REEHZL Insurance finance expenses b 184,971 97,014 899 282,884
BANGRRGARENRE Total (income)/expenses in the
(k) /A3 consolidated income statement
and consolidated statement of
comprehensive income (765,023 1,149,555 1,187,355 1572,381
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FofEE

Excluding loss L0ss

component component
izt 7L TEn T
Notes HKS'000 HKS'000 HK$'000

RéfiE Cash flows

BhRE Premium received 4,259,102 - - 459,102

ERBRREMERRY Claims and otfer directly attributable

expenses paid - - (1,180,048) (1,180,048)

RREERGTE Insurance acquisition cash flows c (113975) - - (113975)

RefEeR Tota cash flows 4105127 - (1180048) 296509

RTZR=T-BHRBANAR Insrance contract liabilties

as at 31 December 13929253 481,918 62524 1883369

Likss Notes:

a. BERESRERNRS a. Acquisition cash flows were allocated on straight-line
#) 48 B &) &R BRI R basis during the coverage period of the respective
LEZREDE - F2H group of contracts. Please refer to Note 2.22(e).
MizE2.22(€) °

b. AREFEEE TS HR b. The Group made an accounting policy choice not to
S BT HEBR R disaggregate insurance finance expenses between
Hit2EWKm2E D profit or loss and other comprehensive income. The
WS ECEER - A Group does not disaggregate changes in the risk
EEI & IESFLE adjustment for non-financial risk between insurance
R B9 R B 5 B = B R service result and insurance finance expenses.

R R FE KRR
MBI 2

c. A6 HE R A B 48 B C. Insurance acquisition cash flows paid after the related
BIXANRBREER group is initially recognised are adjusted to the liability
EREFBEZHR TR for remaining coverage.

A -
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vy FIREBRREO — A

SRR

EEBRBRANEE
FEXREFEETA
BH TR B E R AT

(iv)  Reinsurance contracts issued — life insurance

The roll-forward of the net asset or liability for
reinsurance contracts issued, showing the
liability for remaining coverage and the liability

EERRBE) N TEE for incurred claims for portfolios, is disclosed in
5= - the table below:
2025
BTREAR FELRZER
LRC Lic
FfEEESS -t
Excluding loss Loss
component component
T Thn Thn Thr
HK$'000 HK$'000 HK$'000 HK$'000
R-A-BHRRANER Insurance contract liabilties
asat 1 January 166,486 21,595 928 195,009
BRURRRGA2ENERED Changes in the consolidated income
statement and consolidated
statement of comprehensive
income
REUA Insurance revenue
AFEETHAH Contracts under fair value approach - - 5 =
Ethah Other contracts (8,021) - - (8,021)
(8,021) - - (8,021)
REREREX Insurance service expenses
BEABRREMREY Incurred claims and other expenses - (2,482) 10,100 7,618
BRIEAHNERRASERER L0sses on onerous contracts and
reversals of those losses - 17,124 - 17,124
- 14,642 10,100 24,742
RESS Investment components (6,629) - 6,629 -
REEH£E Insurance service result (14,650) 14,642 16,729 16,721
RIBB L Insurance finance expenses a 25,070 1,466 - 26,536
BANSERGAPERERESEE  Total expensesinthe consolidated
income statement and consolidated
statement of comprehensive income 10,420 16,108 16,729 43,257
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BTRRAE FELHRRER

LRC LIC
TafEEESS EE32
Excluding loss Loss
component component
Thr Thn Thn TEn
HK$'000 HK$'000 HK$'000 HK$'000
RéfiE Cash flows
BhRE Premium received 101,920 - - 101,920
ERBRREMERRY Claims and otfer directly attributable
expenses paid - - (16,152) (16,152)
Reiieen Total cash flows 101,920 - (16,152) 85,768
RtZR=t-ANRRENER Insurance contract liabilities
as at 31 December 278,826 43,703 1,505 324,034
B Note:
a. 7N 55 [ 37 4% A5 AR B B a. The Group does not disaggregate insurance

B iR kA
2HEWEZEAH 0 T
A I 2 R ) A
fex 5 B B 3 N R BR AR
BEERRREBX
HZRDH

finance expenses between profit or loss and other
comprehensive income and does not disaggregate
changes in the risk adjustment for non-financial risk
between insurance service result and insurance finance
expenses.
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TaEEE e
Bxcluding loss L0ss
component component
Thr ThL i Th
HKS'000 HKS'000 HK$'000 HKS'000
R-A—-BHRRANERE Insurance contract liabities
asat 1 January 79310 7938 400 87,648

GRURRRGR2ENERED Changes in the consolidated income
statement and consolidated
statement of comprehensive

income
REHA Insurance revenue
AFEETHARN Contracts under fair value approach - - - =
Eitan Other contracts (4.762) - - (4762)
(4762 - - (4762)
REEREX Insurance service expenses
BEABRREMREY Incurred claims and other expenses - (1,241) 6,043 4802
BREGINERRASERER Losses on onerous contracts and
reversals of those losses - 19,955 - 19,955
= 18,714 6,043 21757
REHH Investment components (3659 - 3659 -
ReRREE Insurance service result (8.421) 18,714 9702 19,995
REBBES Insurance finance expenses a 938 943 - 1,881
GRlERRiTA 2ENER Total (income)/expenses in the
(kA /FxieE consolidated income statement
and consolidated statement of
comprehensive income (7.483) 19,657 9,702 21876
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Rk

Excluding loss L0ss

component component
ST Thr T
HKS'000 HKS'000 HKS'000
RéfiE Cash flows
EhRE Premium received 94,659 - - 94,659
ERBRREMERRY Claims and otfer directly attributable
expenses paid - - 9,174) 9,174)
RenesE Total cash flows 94,659 - 9,17 85,485

Rt-R=t-ANRRANAR Insurance contract liabifties

asat 31 December 166,486 2159% 928 195,009

BiE Note:

a. 7N 55 B 37 4% 15 4R B B a. The Group does not disaggregate insurance
B EREEREAMm finance expenses between profit or loss and other
2ERE 2B - N comprehensive income and does not disaggregate
EARESE AR R changes in the risk adjustment for non-financial risk
% B E MR 2 AR between insurance service result and insurance finance
BEERRBI B X expenses.

2D ©
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(b) FAFEBRBREXN - AFEER (b)
BRA O RMFEEBRRE KN

Roll-forward of the net asset or liability for reinsurance
contracts held, insurance contracts issued and

EEFEXEEFRLH(R
TIAKREREFREMGEE

[\ R B B A KO RS W)

0]

i E BRRE K

TREJMEFABRR
BHMBEEFEXAE

ARBREBLHMATE B
R AR A B R AR 2R
EREMNRE - BB

BREHIRBEWRE -

’-A-BHERRANEE

Reinsurance contract assets

reinsurance contracts issued showing estimates of the
present value of future cash flows, risk adjustment and
CSM

(i) Reinsurance contracts held

The table below presents a roll-forward of the
net asset or liability for reinsurance contracts
held, showing estimates of the present value of
future cash flows, risk adjustment and CSM for
reinsurance held portfolios included in insurance
unit.

2025

ARRENE
CSM

AREERE
RiaffEt

FERERN
BRA%
Estimates of Risk

the present  adjustment for

value of future  non-financial

cash flows risk

i3 Thn T
Notes HK$'000 HK$'000

AFE

Fair value
approach
TR
HK$'000

Others Total
TiEn TER
HK$'000 HKS'000

asat 1 January 195,645 426,770 172,984 286,290 1,081,689
SAURRRGA2EUHEREE  Changes in the consolidated
income statement and
consolidated statement of
comprehensive income
RESRBEBNED Changes that relate to
current service
HEEZREEINSORELE  CSMrecognised for the
services received - - (21,797) (63,447) (85,244)
SEBREREINERSEE Risk adjustment recognised for
the risk expired - 11,943 - - 11,943
F50% Experience adjustment (1,669) - - - (1,669)
(1,669) 11,943 (21,797) (63,447) (74,970)
ARRBHERNED Changes that relate to
future service
AN D Contracts initially recognised
inthe period a (70,389) 2,672 - 67,717 -
AEANRBIENEHE Changes in estimates that
adjust the CSM 22,307 (8,868) 13479 (26,918) -
TeRBANRBUENEEE  Changesin estimates that
donot adjust the CSM b 32,048 29,09 - - 61,144
(16,034) 22,900 13479 40,799 61,144
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2025

Gl e
CSM
ARBERE  FERERY
REME L E AVE%
Estimates of Risk
the present  adjustment for
value of future ~ non-financial Fair value
cash flows risk approach Others Total
i Thn T T THr THn
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HRLREEBRNES Changes that relate to
past service
HEEERRIANAR Adjustments to incurred claim
component 4715 4,330 - - 9,045
BRESHRA Reinsurance finance income ¢ 42,059 - 3,253 10,776 56,088
BREAAITENRRESDNTE  Hiectof changes innon-performance
risk of reinsurers (2,644) - = - (2,644)
4,130 4330 3,253 10,776 62,489
GelaRRER 2 ENRR Total income/(expenses) in the
WA/ (B % consolidated income statement
and consolidated statement of
comprehensive income 26,421 39,173 (5,065) (11,872) 48,663
RenE Cash flows
BERRERENFER Premium and similar expenses paid 119,995 - - - 119,995
BREBR Claims recovery received (32,153) - - - (32,153)
ReHelE Total cash flows 87,842 - - - 87,842
CUES P Other reclassification 15,797 - - - 15,797
Rt=B=t-AHBRBMAL  Reinsurance contract assets
BE as at 31 December 325,71 465,943 167,919 274,418 1,233,991
BiE Notes:
a. ERVBREREHN a. Please refer to Note 28.1(c)(iii) for a detailed breakdown
FFARRAAN - SRR EE of initially recognised contracts.
28.1(c)(iii) °
b. fist 48 B PR 25 B IR PR & b. Changes in the expected fulfilment cash flows on
WHER N TERRAR reinsurance contracts held which relate to groups of
ERmEZHENER underlying insurance contracts are recognised in profit
ARER - Bl EARRR R and loss if the changes in expected fulfilment cash
& K78 Bl A8 B &Y B 5 flows from the group of underlying insurance contracts
ERRBEAORTEH issued are also recognised in profit and loss.
BHABRERELEH IR
PIEESAFER ©
& 75 B S BAR B B S C. The Group disaggregates net reinsurance finance
W FFER B 2 R E At income between profit or loss and other comprehensive

2EWE 2B &
EH2EMTE2.22()v) ©

income. Please refer to Note 2.22())(v) for details.
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’-A-BHERRAN

ReinsLirance contract (iabilities)/

i
!

Estimates of
the present
value of future
cash flows

%

Risk
adjustment for
non-financial
risk

Thr

Fair value
approach

Others

(8f)/EE assetsas at 1 January (134,622) 351,089 157515 387,061 761,043
BARBERRSA2ENEZEY  Changesin the consolidated
income statement and
consolidated statement of
comprehensive income
HEHRERENED Changes that relate to
current service
SERTRERINALRELE  CSMrecognised for the
services received = = (23765) (51,308) (75,073)
SERERREINEREE Risk acfustment recognised for
the risk expired - 13,159 - - 13,159
E538E Experience adjustment (2259) - = - (2258
(2258) 13,159 (23769) (51,308) 64,172)
HRRBHRRNEE Changes that relate to
future service
BRI H Contracts initially recognised
inthe period (52,748) 1,119 - 51,609 -
FEANRBERANENED Changes in estimates that
adjust the CSM 30778 (242.952) 36,340 (114,166) -
TeRLANRBUENEES  Changesin estimates that
donot adjust the CSM 111,155 298,553 - - 409,708
319,185 56,720 36,340 62,537) 409,708
HREREEBNEE Changes that relate to
past service
HEEARZIANAR Adjustments to incurred claim
component 1,584 5,802 - - 7,38
BRBEE (/KA Reinsurance finance (expenses)/
income (125,730) = 2394 13074 (109,762)
BERRAGMENOERESNZE  Effectof changesinnon-performance
risk of rensurers (450 - - = (4,540
(128,690) 5802 2,894 13,074 (106,920)
GRlERRiTA 2ENER Total income/(expenses) in the
WA/ (B &% consolicated income Statement
and consolidated statement of
comprehensive income 28,31 75,681 15,469 (100,771) 238616
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Estimates of
thepresent ~ adjustment for

value of future non-financial Fair value
cash flows risk approach Others
Thr ThL Thr Thr
HKS'000 HKS'000 HKS'000 HKS 00 HK§/000
K3l | Cash flows
BARBRENAY Premium and similar expenses paid 9,082 - - - 9,082
BREER Claims recovery received (21,09) - - - (21,09)
Reneen Total cash flows 74,983 - = = 74983
HEH A8 Other reclassification 7047 - - - 7047
RTZA=T-RHERREH  Reinsurance contract assets
BE a3t 31 December 195,645 426,770 172984 286,290 1,081,689
B Notes:
a. FRVREREHNN a. Please refer to Note 28.1(c)(iii) for a detailed breakdown
FEARAA - 2T of initially recognised contracts.
28.1(c)(iii) ©
b. i fEBEFT R B R & b. Changes in the expected fulfilment cash flows on
KB R TEHAE LR reinsurance contracts held which relate to groups of
CREZHERER underlying insurance contracts are recognised in profit
AHER - Rl EAERAIRER and loss if the changes in expected fulfilment cash
& %48 51 A8 B8 1Y B FF flows from the group of underlying insurance contracts
EBRRBRALONER issued are also recognised in profit and loss.
BHERESREZEH N
B ATERR ©
c. N5 E % B R B B S C. The Group disaggregates net reinsurance finance
() MR FERNE (expenses)/income between profit or loss and other
=R EMEE RS comprehensive income. Please refer to Note 2.22()(v)

RN - FiFHL2HH
A 2.22()(v) °

for details.
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iy FEERBREH — & (i) Insurance contracts issued — general insurance
R
TREJIMEZERRE The table below presents a roll-forward of the net
AMEEFEXAEF asset or liability for insurance contracts issued,
BEE) - EHRBTRAKR showing estimates of the present value of future
ReneRBENMGEE - cash flows, risk adjustment and CSM.
[2 b 8 R & 2 RIS UL

2025

ARRBRE
CSM

AREERE  FERERN
Ritfit EkRE PRTEY

Estimates of Risk
the present  adjustment for
value of future  nonfinancial Fair value
cash flows risk approach Others Total
TER TER TR TR Tix
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
R-A-BNRBANAR Insurance contract iabilties

asat 1 January 1,358,741 1,378,846 882,551 2,397,054 6,017,192

SAURRRGA2EUHERHEE  Changes in the consolidated
income statement and
consolidated statement of
comprehensive income

EOREEENEE Changes that relate to
current service
SMRERBRINANRE.R  CSMrecognised for the
services provided - - (214,492) (527,611) (742,103)
FeRBRREINEREE Risk adjustment recognised for
the risk expired - (3,815) = = (3,815)
BRRE Experience adjustments 23,202 - - - 23,202
23,202 (3,815) (214,492) (527,611) (722,716)
BARBRERNED Changes that relate to
future service
BRERANEH Contracts iitially recognised
inthe period a (389,270) 25,000 - 417,973 53,703
ARANRBYRNEED Changes in estimates that
adjust the CSM (6,925) (6,667) 2,753 10,839 -
TeREANRBUEHEES  Changes in estimates that
donot acjust the CSM 70,310 101,471 - - 171,781
(325,885) 119,804 2,753 428,812 225,484
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2025

ARENE
(2}
ARBERE  FERERY
REMET BRA% AYER
Estimates of Risk
the present  adjustment for
value of future  non-financial Fair value
cash flows risk approach Others Total
i Thn T T ThT Thn
Notes HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000
RBCREERNEE Changes that relate to
past service
SEEERZHARELOEE  Adustmentstoliabiities for
incurred claims 30,295 43,043 - - 73338
RERREE Insurance service result (272,388) 159,032 (211,739) (98,799) (423,894)
RRE L Insurance finance expenses b 197,819 - 16,599 88,359 302,771
GANRRRGAZENGR Total (income)/expenses n the
(BA)/ Pt consolidated income statement
and consolidated statement of
comprehensive income (74,569) 159,032 (195,140) (10,440) (121,117)
RenE Cash flows
BlhRE Premium received 680,721 - - - 680,721
EREEE A Cleims and otfer expenses
B RREE) paid (ncluding investment
components and premium
reflnds) (161,434) - - - (161,434)
RBEERETE Insurance acquisition cash flows c (170,987) - - - (170,987)
ReneER Total cash flows 348,300 - - - 348,300
AENAR Other reclassfication d 62,854 - - (75) 62,779
RE=A=t-ABRRAY Insurance contract liabilities
8% as at 31 December 1,695,326 1,537,878 687,411 2,386,539 6,307,154
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Wi

BHMBERS N
FAERRAE - 2R
28.1(c)(i) »

AN 55 B S AR B B
BXHEBRRREM
EEWEZHDFH
BRI REORE - ARE
I £ 3 JF & B B Y
e B ) 2B 2 B Y R IR
BR 75 55 48 B AR B B 75
X Z D o

A #1467 R A B8 48 5
B NHRBRBEER
EREBRABEHR TR
BRE -

H A B D HRERR
ERNBEANRESR
EFEENETER
ERRBEAZHHMN
LR A A B 7 R
HETHMEEES
B - B BAHETS
R 3R A A B A
B mRIAB AT
FEREE o
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Notes:

Please refer to Note 28.1(c)(i) for a detailed breakdown
of initially recognised contracts.

The Group made an accounting policy choice to
disaggregate insurance finance expenses between
profit or loss and other comprehensive income. The
Group does not disaggregate changes in the risk
adjustment for non-financial risk between insurance
service result and insurance finance expenses.

Insurance acquisition cash flows paid after the related
group is initially recognised are adjusted to the liability
for remaining coverage.

Other reclassification relates to where the accounting
treatment of some overheads included with the cash
flows within the boundary of an insurance contract are
grouped under other financial statement line items in
the statement of financial position. A reclassification
is made with a corresponding adjustment to such
other financial statement line items in the statement of
financial position.



Estimates of
the present adjustment for

value of future non-financial Fair value
cash flows risk approach
i AT T Thn
Notes HKS'000
R-F-BHRBANER Insurance contract igbilties
asat1January 310015 129,262 1,109,769 2292922 4991968

GENERRES2EYERED Changes in the consolidated
income statement and
consolidated statement of
comprehensive income

ERREABNED Changes that relate to

current service
PFREREEINADREAE  CSMrecognised for the

Services provided - - (236,495) (441,198) (677693)
FRAREREINERAR Risk adjustment recognised for

the risk expired - 19,065 - - 19,065
e Experience adjustments 4,750 - - - 16,750

46,750 19,065 (236,495) (441,198) (611,878)

HARBHEBNED Changes that relate to

future service
BANRERNAY Contracts nitally recognised

n the period a (628,784) 36,301 = 612909 2092
BERRBRRNETED Changes in estimates that

adjust the CSM 114,206 56,003 (11,080) (159,129) -
MBS RB RN 2 Changes in estimates that

(oot adjust the CM 1,271,506 (33659) - - 1231847

756,928 59,145 (11,080) 453780 1,258,773

RECREEBNEE Changes that relate to

past service
FAEERRH AR RS Adjustments to iabites for

incurred claims 2031 2,374 - - 23,405
REREEE Insurance service result 805,709 99,584 (247,575) 12582 670,300
(RIRES (WA /%t Insurance finance (income)/expenses b (31,261) - 20357 91,550 (209,354)
FabREREAREhER Total expenses/(income) in the

R/ (A % consolidated income statement
and consolidated statement of
comprehensive income 484,443 99,584 (221218 104132 460946
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Estimates of
the present adjustment for
value of future non-financial Fair value
cash flows risk approach
iFs Fhn Thn
Notes HK$'000 HKS'000
BNk Cash flows
BlRE Premium received 934,886 - - - 934,886
ENRRREMES (RERE Claims and other expenses paid
B RREE) (including investment components
and premium refunds) (106,370) - - - (106,370)
RBEERLTE Insurance acquisttion cash flows c (2729 - - - 229
RERELE Total cash flows 556,225 - - - 556,205
EhEHIE Other reclassification d 8053 - - - 8053
Rt-R=t-BHRBAD Insurance contract liabities
2f as at 31 December 1,358,741 1,378,846 882,951 2397054 6,017,192
B Notes:
a. FRVREREHNN a. Please refer to Note 28.1(c)(i) for a detailed breakdown
FEARRRAN - SE2BAMIEE of initially recognised contracts.
28.1(c)(i) °
b. 7N 52 B 1 H A 1R B Bt b. The Group made an accounting policy choice to
BURA) /L HER disaggregate insurance finance (income)/expenses
=REMEARREZE 2 between profit or loss and other comprehensive
HoHFH SRR income. The Group does not disaggregate changes
2 AEEVWESES in the risk adjustment for non-financial risk between
b3 B A R B 7 insurance service result and insurance finance (income)/
BN IRBRIRTS EE R expenses.
REMB(BA) X
fus] Z B %\Tﬁ' °
c. M)A T R A B 4 R c. Insurance acquisition cash flows paid after the related
BEAHRBERSR group is initially recognised are adjusted to the liability
EREFBEZHR TR for remaining coverage.
BEE-
d. HitBHHHERR d. Other reclassification relates to where the accounting

ERNBEANRESR
ERBEENETER
ERRBAZHHMN
3R A A B 7% R R
HEHTHEFEESR
B - B BRETE
RO 3R A A B A
B mRIAB L TTH
FEFHEE -
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treatment of some overheads included with the cash
flows within the boundary of an insurance contract are
grouped under other financial statement line items in
the statement of financial position. A reclassification
is made with a corresponding adjustment to such
other financial statement line items in the statement of
financial position.



(il FIBEBRBREDN — AS (i)  Insurance contracts issued — life insurance
IR

TREIMEZRRE The table below presents a roll-forward of the net
HMEEFEXAEF asset or liability for insurance contracts issued,
BEE EHRBEBRAK showing estimates of the present value of future
RenERBENMGEE cash flows, risk adjustment and CSM.

[2. B 8 2 K & 4 AR A UL

2025

ARRBRE
CSM

AREERE  FERERN
Rttt EkEE RT3

Estimates of Risk
the present  adjustment for
value of future  non-financial Fair value
cash flows risk approach Others Total
TER TER TR TR iR
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000
R—A-BNRBANARE Inurance contract iabiltes

asat 1 January 18,619,801 213,894 - - 18,833,695

SANRRRGA2EUHERNSD  Changes in the consolidated
income statement and
consolidated statement of
comprehensive income

HESRERBNED Changes that relate to
current service
FERBRREINERAR Risk adjustment recognised for
the risk expired - (9,561) - - (9,561)
#338E Experience adjustments (54,804) = = g (54,804)
(54,804) (9,561) = - (64,365)
BARBRERNES Changes that relate to
future service
BRERINEH Contracts initally recognised
inthe period 3 1,989,641 122,983 - - 2,112,624
TEREANRBRRNETES  Changesinestimates that
donot adjust the CSM (239,349) 2,045 - - (237,304)
1,750,292 125,028 - - 1,875,320
RERH£E Insurance service result 1,695,488 115,467 - - 1,810,955
RSB Insurance finance expenses b 2,447,882 - - > 2,447,882
GARRRREGAZERERS  Total expenses in the consolidated
Rx a8 income statement and
consolidated statement of
comprehensive income 4,143,370 115,467 - - 4,258,837
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2025

aRRENE
CsM

AREERE  FERERN
RiEff EhEE AYER

Estimates of Risk
the present  adjustment for
value of future  non-financial Fair value
cash flows risk approach Others Total
i Thn Thn T Thr TEn
Notes HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000

RéfE Cash flows

BHRE Premium received 8,892,490 - - - 8,892,490

EREENEST Claims and other expenses paid

(BRREBARREER) (incluing investment components
and premium refunds) (1,768,631) - - - (1,768,631)

RREEEARS Insurance acquisition cash flows c (169,605) - - - (169,605)

ReELR Total cash flows 6,954,254 - - - 6,954,254

RtZA=t-RHREBAY Insurance contract liabilities

&f as at 31 December 29,717,425 329,361 - - 30,046,786

Bt Notes:

a. VR EREDN a. Please refer to Note 28.1(c)() for a detailed breakdown
FEAIBRAN - SE 22BN R of initially recognised contracts.
28.1(c)(i) °

b. AEBEH T2 R b. The Group made an accounting policy choice not to
T HEERE & disaggregate insurance finance expenses between
Hit2EWKm2E D profit or loss and other comprehensive income. The
TS FTECRER - K Group does not disaggregate changes in the risk
SETEHES AR adjustment for non-financial risk between insurance
B 9 [ B A BB = B R service result and insurance finance expenses.
RERBEERRR
MBS 2D T -

c. A6 R A B 48 B c. Insurance acquisition cash flows paid after the related
BENHRBRERSR group is initially recognised are adjusted to the liability
EREFAEEHR TR for remaining coverage.

BEE-
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Estimates of
the present adjustment for

value of future non-financial Fair value
cash flows risk approach
i AT T Thn
Notes HKS'000
R-F-BHRBANER Insurance contract igbilties
asat1January 14,150,143 146,086 - - 14,296,229

SANBEREARERERNEE  Changesin the consolidated
income statement and
consolidated statement of
comprehensive income

REBREAENED Changes that relate to
current service
SEABEREINERAR Risk adjustment recognised for
e risk expired = (8,102) - = 8,102
ERa% Experience adjustments (24,499) - = = (24,498)
(24,498) (8,102 = = (32,600)
EAREHAENED Changes that relate to
future service
BANRERNAY Contracts nitially recognised
inthe period a 137819 59512 - - 1437,
-E LRl e Changes in estimates that
do not adjust the CSM (132,006 16,398 = - (115,608)
1,246,193 75910 - - 1,322,103
REREXE Insurance service result 1221695 67,808 - - 1,289,503
REETHLH Insurance finance expenses b 2884 - - - 282,884
FRRGRREARENRRY Total expenses in the consolidated
R income statement and
consolidated statement of
comprehensive income 1,504,579 67,808 - - 1572387
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f

Estimates of

the present adjustment for
value of future non-financial Fair value
cash flows risk approach
TFhL Thn
HK$'000 HK$'000
BNk Cash flows
EHRE Premium received 4259102 - - - 4,259,102
BRBRRAMRR Claims and other expenses paid
(BREESARREES) (Including investment components
and premium refunds) (1,180,048) - - - (1,180,048)
REEERLE Insurance acquisttion cash flows c (113979) - - - (113975)
Reizls Total cash flows 2965079 - - - 2965079
WA= T-BORRAN Insurance contract liabities
B as at 31 December 18,619,801 21389 - - 18833695
B Notes:
a. FRVREREHNN a. Please refer to Note 28.1(c)(i) for a detailed breakdown
AR - 2N of initially recognised contracts.
28.1(c)(i) °
b. 2N 58 B 1 H 4R B B b. The Group made an accounting policy choice to
B EBEEREAMm disaggregate insurance finance expenses between
2EKZEZHAD TN profit or loss and other comprehensive income. The
BEBURER - AKE Group does not disaggregate changes in the risk
AR 3E @ R R B A adjustment for non-financial risk between insurance
BB A EZ B R IRR service result and insurance finance expenses.
R 75 3£ 48 R AR B BA 75
S ZEDHF ©
C. 56 HE 2R A A 48 B C. Insurance acquisition cash flows paid after the related
BENMREEER group is initially recognised are adjusted to the liability
EREFBEH TR for remaining coverage.
BEE-
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BB REBREHN — A (iv)  Reinsurance contracts issued — life insurance

SRk

AT 25T HRE The table below presents a roll-forward of the net
EHMEEFENARE asset or liability for reinsurance contracts issued,
FE BEPBETARAKRE showing estimates of the present value of future
eREREMNMGE - A cash flows, risk adjustment and CSM.

RN E KRG Y

2025

ARREHE  FERERN
Rt BREE  SHREUE
Estimates Risk

of the present  adjustment for

value of future  nonfinancial
cash flows risk CSM Total
HE T T Thr Thn
Note HK$'000 HK$'000 HK$'000 HK$'000

R-A-BHRRANEE Insurance contract liabiiies as at 1 January 192,736 2273 - 195,009

GRURRRGARENEREE Changes in the consolidated income
statement and consolidated statement of
comprehensive income

REDRBERNED Changes that relate to current service
SR BTRREINEREE Risk adjustment recognised for the risk expired - (72) - (712)
Bz Experience adjustments (331) - - (331)
(331) (72) - (403)

HRRBHABNED Changes that relate to future service

BrRINAY Contracts nitally recognised in the period 14,882 1371 - 16,253
PeFEANRBEYENHED Changes in estimates that do not acjust the CSM 850 2 - 871
15,732 1392 - 17,124
RERELE Insurance service result 15,401 1,320 - 16,721
ReEEL Instrance finance expenses a 26,536 - - 26,536

FRbERIGR 2 ENER Total expenses in the consolidated income

s statement and consolidated statement of
comprehensive income 41,937 1,320 - 43,257
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ARELRE  FERERN
REMT BREE  SOREUE
Estimates Risk

of the present  adjustment for
value of future  nonfinancial

cash flows risk CSM Total
T T T Tén
HK$'000 HK$'000 HK$'000 HK$'000
RéhE Cash flows
BhiRE Premium received 101,920 - - 101,920
BAERREMES (RERE Claims and other expenses paid (including investment
BrRRER:) components and premium refunds) (16,152) - - (16,152)
Reness Total cash flows 85,768 - - 85,768
RT=A=t-AfRE Insurance contract liabilities as at 31 December
Ahak 320,441 3,593 - 324,034
BisE Note:
a. 7N 5 B 37 4% 15 4R B B a. The Group does not disaggregate insurance

B iR &
2EREZEAAH o A
& B I IF 2 B
R R A B EEH R
R IR A ER R
B Mz Mo -
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finance expenses between profit or loss and other
comprehensive income. The Group does not
disaggregate changes in the risk adjustment for non-
financial risk between insurance service result and
insurance finance expenses.



%

Estimates Risk
of thepresent  adjustment for
value of future non-financial
cash flows risk
TEr BT ThT
HKS'000 HKS'000 HK$'000
R-A-BORRANAR Insurance contract liabiiies as at 1 January 8,694 954 - 87,648
GRURRRGR2ENEREE Changes in the consolidated income
statement and consolidated statement of
comprehensive income
RENRBERNED Changes that relate to current service
FERBRREINERAR Risk adjustment recognised for the risk expired - (24) - 2
R Experience adjustments 64 - - 64
64 (24) = 40
AAREHERNED Changes that relate to future service
AN R0 Contracts initally recognised in the period 18759 1189 - 19,948
TeREANRB AN LS Changes in estimates that do not adjust the CSM (147) 154 - 7
18,612 1,303 = 19,955
REmREEE Insurance service result 18,676 1319 - 19,99
REHBL Insurance finance expenses a 1881 - - 1,881
FRbERIGRZENER Total expenses in the consolidated income
s statement and consolidated statement of
comprenensive income 20,557 1319 - 2876
RefiE Cash flows
BhRE Premium received 91,659 _ _ 94,659
BRRRREDES (BERE Claims and other expenses paid
BARRER) (Inclucing investment components and
premium refunds) (9.174) - - 9170
RERELE Totalcash flows 85,485 . . 85485
Rt=A=t-AfRk Insurance contract liabites
ahak a5 4t 31 December 19273 2273 - 195,009
I - Note:
& AN 5 (8 A 4R B a. The Group does not disaggregate insurance
B EHR B R HEA

finance expenses between profit or loss and other
comprehensive income. The Group does not
disaggregate changes in the risk adjustment for non-

2HEWEZEAH o &
& B & A5 JF 2 Rl Rl

2 A BB FF] BEHRN financial risk between insurance service result and
R IR 3 48 BRI insurance finance expenses.
M 2 DT
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() HEBHD (c) The components of new business
iy FEEBEREREY ()  Reinsurance contracts held
FTARBEMNMASFT The components of new business for reinsurance
BB BRRE D (261 contracts held portfolios (all were reinsurance
ABITEENBREEX) contracts purchased) included in the insurance
R EBIH DR TRE unit is disclosed in the table below:
& .

2025 2024

THExT TF&TT
BREEHNEE Reinsurance contracts assets HK$'000 HK$'000

REBEMARER Estimates of the present value of

(EHD future cash inflows 28,817 25,405
REBEMHIRER Estimates of the present value of
(=X future cash outflows (99,206) (78,153)
[EN ek Risk adjustment 2,672 1,119
B KBRS W as CSM 67,717 51,629
FIEFEEBRBREHN Cost of retroactive cover on
EENEHRBERA reinsurance contract assets
held - _

384  The Hong Kong Mortgage Corporation Limited Annual Report 2025



FEERBRAD

B BRER B4 B B 25 B
RIB & W3S HH R
THRBE

FE%RBED Insurance contracts issued

ARBLRE(TaE  Estimates of the present value of
RREERSRE)N  future cash outflows, excluding

(i) Insurance contracts issued

The components of new business for insurance
contracts issued included in the insurance unit is
disclosed in the table below:

2025

FERMGN  BRUGK &t j
Non-onerous Onerous Non-onerous Onerous

contracts  contracts Total contracts contracts Total
TEn TEn Tn TR TR AL
HK$'000 HK$'000 HKS'000 HKS'000 HKS'000 HKS'000

BEfb insurance acquisition cash flows 87,818 10,596,964 10,684,782 116,062 5,462,083 5,578,145
RREBERSTEMst  Estimates of insurance acquisition
cash flows 186,483 485,196 671,679 257,568 301,104 558,672
KRB ERHBERGE  Estimates of the present value of
future cash outflows 274,301 11,082,160 11,356,461 313,630 5,763,187 6,136,817

RRESRAB AN Estimates of the present valug of
future cash inflows

(714,282)  (9,041,808)  (9,756,090) (1,015,838) (4.371,564) (5,387,402)

FERERNEREE  Riskadjustment for non-financial risk 22,008 125,975 147,983 29299 67,014 96,313
CELiv L CSM 417973 - 417,973 612909 - 612,909
FREANNIHRIEIRE  Losses on onerous contracts at

i) ] initial recognition - 2,166,327 2,166,327 - 1,458,637 1,458,637

A IR o
EWMEBEEANTIEHAR
AEBEYEKE DA
REFAAARERE
B BABETSER
HARH R 2 X3 & BTN
EmATHAAERSER

B%
V=] °

New contracts were issued on market terms.
Onerous contracts were accepted as the Group
did not have an opportunity to reprice them
for the relevant group of policyholders and we
believe that the market has a high development
potential for future renewals and cross selling of
additional products.
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@iy FIRBEBRBREY (i)  Reinsurance contracts issued

2025

FERMAN  BRUGK B BB [
Non-onerous Onerous Non-onerous Onerous

contracts contracts Total contracts contracts
TEn Tan AR AT
MERRBAHL Insurance contracts issued HK$'000 HK$'000 HK$'000

FRBESEG (RaE  Estimates of the present value of
RBBEESAE)N  future cash outflows, excluding

B insurance acquisition cash flows - 118,635 118,635 - 114,398 114,398
RRBERSRER  Estimates of insurance acquisition
cash flows - = = - - _

KBS ERERN G Estimates of the present value of

future cash outflows = 118,635 118,635 = 114,398 114,398
FEELTARENGE  Estimates of the present value of

future cash inflows - (103,753) (103,753) - (95,639) (95,639)
FEBEROERFE  Riskadjustment for non-financial risk - 1,371 1,371 - 1,189 1,189

FiEARRMMIEDE  Losses on onerous contracts at
i) 3] initial recognition - 16,253 16,253 - 19,948 19,948
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28.2 SHIRFS W IR 1A IR AR AT

BB R ARREEFABRNE AR
BRERBERTRES

FREBRIBAY Reinsurance contracts held
—RiRE General insurance
FERRREH Insurance contracts issued
—RiRR General insurance

28.2 CSM recognition in profit or loss

PR1E
Less than

1 year
THR
HK$'000

78,684

666,578

The disclosure of when the CSM is expected to be in profit or
loss in future years is presented below:

2025

1-5% 5-10% 10-15% 15-205F BiB20E &t
More than

1-5years  5-10years 10-15years  15-20 years 20 years Total

TiEn TiEn TR T T TR

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

201,378 83,267 26,759 20,967 31,282 442,337

1,702,915 596,858 50,880 21,168 35,551 3,073,950

FEABRRAN Reinsurance contracts held
—RiRE General insurance
FEERRAN InsLirance contracts issued
—RiRE General insurance

3

Less than
1 year
AL
HK$'000

70,055

633,041

2004

154 5-10% 10-15% 15-20%F @R F
More than

1-5years  5-10years  10-15years  15-20Vears 20 years Total

BT TAL TAT ‘ TAL
HK$'000 HK$'000 HK$'000 HK$'000 { HK$'000

192,682 98,995 33690 24,529 39,363 459,274

1,734,319 715,342 89,798 18,394 2,71 3,279,605

AEBEAMNOFARRE AN
BEER A IR WS - AANEE AT
BEROBERANTHORRFREDR

LTS E BRE A HER A QR
BHNERREEMRZERRAL —
B o

The Group expects to recognise the CSM in profit or loss
for existing contracts within 60 years, which represents the
longest coverage period for the contracts in force issued by
the Group.

The expected timeline for the CSM recognition for

reinsurance contracts held is in line with insurance contracts
issued.
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29. BEITERES 29. Debt securities issued
2025 2024
FET TFETT
HK$'000 HK$'000
TR 6 R AN B R A9 B 75 7% 5 Debt securities carried at amortised
cost
FHES MTN 6,525,071 5,799,769
R SSRR AN FIIE M E TS 5 54858 Total debt securities carried at amortised

cost 6,525,071 5,799,769

EEBEHIER S LLAFEEH Debt securities designated as hedged

WEBR S items under fair value hedge

R EES MTN 148,644,259 142,499,867

e Y HIE B WA A PEE R Total debt securities designated as hedged
BT RE S AR %A items under fair value hedge 148,644,259 142,499,867
ERITERZSEEE Total debt securities issued 155,169,330 148,299,636
ERTEKEFNEBHMT The movement in debt securities issued is summarised as follows:
2025 2024
FET FETT
HK$'000 HK$'000
R—H—H As at 1 January 149,893,403 163,787,833
17 Issuance 70,479,347 103,507,595
B BEE Less: redemption (66,171,784) (117,658,640)
HNEEFE H 2= RE Exchange difference 110 256,615
[EEEREE Total nominal value 154,201,076 149,893,403
REESHITES D Unamortised portion of discount (134,387) (169,545)
N EFHE Fair value adjustment 1,102,641 (1,424,222)
Rt+t=—HA=+—H As at 31 December 155,169,330 148,299,636
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30.

REFZBRITNES

Notes issued during the year comprise:

RHAE S MTN
BETLEAEE Amount issued at nominal value 70,479,347 103,507,595
B UE R (E Consideration received 70,399,511 103,114,200

PIAEBITHEBIEF DB A SEERA
B MBOZEEBIFEERT R
BEESMEBRERE -

(&N

All the debt securities issued are unsecured obligations of the
Group, and are issued for the purposes of providing general
working capital and refinancing.

30. Share capital

2025

2024
TAT
HK$'000

THxT
HK$'000

BETRER Issued and fully paid

20 (B T A% 2 billion ordinary shares 39,000,000 26,500,000

AR A Eh T The movement in share capital is summarised as follows:
2025 2024
F#ET TET
HK$'000 HK$'000
R—A—8 As at 1 January 26,500,000 14,500,000
EE Capital injection 12,500,000 12,000,000
R+=A=+—H As at 31 December 39,000,000 26,500,000
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31. HAMEALETIIMNEXRRS
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31. Material related party transactions

(@)

The Company and its wholly-owned subsidiaries are wholly
owned by the Government for the account of the Exchange
Fund. During the year, the Group entered into or maintained
material transactions with the related parties as follows:

Transactions with the HKMA, a Government-related entity,
included the following:

(i)

(if)

(iif)

the Group paid a total fee amount of HK$2.3 million for
the year (2024: HK$2.0 million) to the HKMA in respect
of custodian and clearing agent services from the
Central Moneymarkets Unit;

the Group incurred a secondment fee of HK$20.5
million for the year (2024: HK$26.7 million) in respect of
secondees from the HKMA,;

the Monetary Authority through the Exchange Fund
provided a revolving credit facility of HK$80 billion to
the Company, and there was no outstanding balance
and accrued interest as at 31 December 2025 (2024: nil
for both);
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the Monetary Authority through the Exchange Fund
fulfilled the capital commitment to inject funds of
HK$20 billion in aggregate (comprising capital injections
of HK$2.5 billion each into the HKMCA on 28 June 2021,
27 June 2022, 27 June 2023 and 24 November 2025
respectively, and HK$5.0 billion each on 24 February
2025 and 23 June 2025 respectively) into the Company
as equity for the sole purpose of financing the
Company's additional capital injection into the HKMCA.
Following the fulfilment of the abovementioned capital
commitment, the Monetary Authority entered into
a new capital commitment arrangement with the
Company and the HKMCA in January 2026 to inject
additional funds of up to HK$25 billion in aggregate
through the Exchange Fund into the Company as
equity for the sole purpose of financing the Company'’s
additional capital injection into the HKMCA, and the
Company has committed to inject such funds into the
HKMCA as equity to maintain the HKMCA's capital
base above a certain level, and

the Monetary Authority through the Exchange Fund
injected HK$12.0 billion capital into the Company on
16 December 2024, as equity for the sole purpose
of financing the Company’s capital injection into the
HKMCI as equity for the sole purpose of maintaining
the HKMCI's margin of solvency above a certain level.
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Transactions with the Government included the following:

(i)

(if)

(iii)

the HKMCI provided 80%, 90% and 100% SFGS loan
guarantees with a total guarantee commitment up
to HK$290 billion reimbursable by the Government
(including guarantees on 100% SFGS loans acquired
by the Company), see Note 33 for details. With respect
to the day-to-day operation of the 100% SFGS, the
Government reimbursed HK$150.4 million (2024
HK$166.0 million) to the HKMCI for the administrative
expenses incurred by the HKMCI for the year;

the Company entered into an agreement with the
Government, pursuant to which the Company
maintained its commitment to purchase from SFGS
lenders all 100% SFGS loans that are fully guaranteed
by the Government via the HKMCI, see Note 19 for
details;

the Company entered into an agreement with the
Government, pursuant to which the Company
maintained its commitment to purchase from DLGS
lenders all DLGS loans that are fully guaranteed by
the Government via the HKMCI with a total guarantee
commitment up to HK$9.1 billion reimbursable by the
Government, see Note 19 for details. With respect to
the day-to-day operation, the Government reimbursed
HK$0.5 million (2024: HK$0.4 million) to the HKMCI for
the administrative expenses incurred by the HKMCI for
the year;
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(iv)

the Company and the HKMCI entered into an
agreement with the Government, pursuant to which
the Company committed to purchase all loans under
the PLGS from the participating Authorized Institutions
(Als) and the Government provided full funding to
the Company for the purchase of all PLGS loans. The
application period of the PLGS expired at the end of
April 2023. The HKMCI is responsible for the operation
and administration of the PLGS. With respect to the
advance payment received from the Government, a
portion of such advance funding was deposited with
Als with an outstanding balance of HK$209.3 million
(2024: HK$189.3 million). The HKMCI was appointed
by the Government to act as the administrator for the
PLGS for a fee of HK$8.8 million (2024: HK$9.0 million)
for the year. Risks and rewards arising from the PLGS
loans rest with the Government; and

the Company and the HKMCI held investment of
HK$2,191.3 million (2024: HK$1,297.8 million) in the
Government Bonds as at 31 December 2025 and the
interest thereon was HK$52.8 million (2024: HK$34.7
million).

The Company provided corporate support services to its
subsidiaries during the year for fees on an arm'’s length basis.
The Company had issued a parental guarantee in favour of
the participating lenders for the HKMCI's due performance
of its obligations under the insurance programmes and
schemes operated by the HKMCI. The Company had issued
a parental guarantee in favour of ceding partner insurers and
policyholders under the respective reinsurance agreements
or policies of the HKMCA to facilitate the development of the
local annuities market.

EHREREERAT —E-rEFH 393



SmEBEHRERMEE Notes to the Consolidated Financial Statements

JETHERA B RAE A TRIASRRTAT Balances of amounts due to relevant related parties are as
follows:

HEES B
The Exchange Fund The Government

2025 2024 2025 2024
Tigx THEL Ti#x THEL
HK$'000 HK$'000 HK$'000 HK$'000

INEE S FR(HEE22) Placements with the Exchange Fund

(Note 22) 72,418,586 49,244,684 - -
Hih & & (fFE27 &33)  Other liabilities (Notes 27 and 33) - - 1,048,840 894,445
(b) EEEEEAS (b) Key management personnel
FTEBEEASREFNEERED Key management personnel are those persons having
REBEXRE - BEREHAEEEL authority and responsibility for planning, directing and
WAL BEEZERSAEEAS - controlling the activities of the Group, directly or indirectly,

including directors and senior officers.

FN - FEZEBEAENTMNELE Compensation of the key management personnel for the
year comprised:

2024
F&T
HK$'000
e MEME A ESEF Salaries and other short-term
employee benefits 27,711 29,658
BEER 12 1R 7 Post-employment benefits 2,484 2,573

30,195 32,231

394 The Hong Kong Mortgage Corporation Limited Annual Report 2025



32. KiE

32. Commitments

(a) &XF (a) Capital
2025 2024
FERT FABT
HK$'000 HK$'000
B HE RET4) Authorised and contracted for 10,699 29,394
B REEFEEEE T EER The above capital commitments mainly relate to

SEEE -

(b) HAthiiE

commitments to purchase computer equipment and
software.

(b) Other commitments

2025 2024

TR TAT
HK$'000 HK$'000

RIEREFURIES

Undrawn loan commitments

1,277,099 476,663

B RAERE AR 1) 7T BNHATRER

33. P/hEREERETEI T B4R

BRI

AEERBEENFR/NEREERFTETH
N\ B LK FE R RBE B B SRR (R E R IR it
BENEREKE URABHSBEF /D
BEERTEMIENER  ABFRME
e EREREE S E 2,9008F T ©

BRN\KENKERER  BEFAGEEE
REMMAPDMOERE  HEEZHAR
X ATAE R R SR E N R AR - A &
A B T IHUT o fn TR B (R B
RUABMBRERRER  BFSSEE
BRE - AEEEENERNEETAER
BEEMX - HAKENER H&m?_%?fﬁ
HERREANBARENRENREXE
ERAEERERRBITEEZESER
REERRE BULE @ RRMNF =58
R o B - 7% %5 2 o 89 & b A I8
BIRAEBHNEEBBRINEAR -

EEAPEF/ N ECREERAENESH
15 SB2EMEE19 -

Majority of loan commitments can be drawn on demand.

33. Special concessionary measures under the SME

Financing Guarantee Scheme

The Group provided loan guarantee products with 80% and 90%
guarantee coverage under the existing SFGS at a concessionary
guarantee fee rate, together with guarantee for 100% SFGS loans
acquired for a total approved guarantee commitment up to HK$290
billion reimbursable by the Government.

Regarding the 80% and 90% guarantee products, all guarantee
fees collected under the special loan guarantee products are set
aside to meet the relevant default claims and related out-of-pocket
expenses. The remaining balance of the guarantee fees, if any, will
be returned to, and any shortfall will be borne by, the Government.
The Group is responsible for the operation of the product and
the applicable day-to-day operating costs. There is no impact on
the consolidated income statement of the Group in respect of
guarantee fee revenue and default claims. Given that the Group
operates only these products for the Government, the Group
considers the risk and rewards associated with this product rest
with the Government. Hence, the risk-in-force for these products
has not been included as the Group'’s off-balance sheet exposures.

For the 100% SFGS, please refer to Note 19 for more details.
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SHERGENRNSRER 34.

34.

AEBEEREE AREREEDNERE
BERNRBARERREREA - TRHEML
ERERMNELREE

Involvement with unconsolidated structured
entities

The Group acts as a sponsor and collateral manager to structured
entities that the Group does not consolidate but in which it holds
an interest. The following table describes the type and nature of
the structured entities:

2025 2024
FERERERR HEREMN rEEfREES TET THT
Type of structured entities  Nature and purpose Interest held by the Group HK$'000 HK$'000
HEEHEH S REBEREEMEZH TR RBREZARAEZEINRE 775,369 640,826
Securitisation vehicle for To develop an infrastructure Investment in notes issued by
infrastructure loans financing securitisation the vehicle
platform in Hong Kong REABR 33,469 23,304

Sponsor loan

2024

THAET
HK$'000

A2 A Interest income 11,701 33,286
REAERBHEWA Interest income on sponsor loan 3,233 2,008
MG EES Collateral management fee 14,250 7,043

BEAEBEREARAKRENEREBNIRES
7 o

The maximum exposure to loss is the carrying amount of the
investment in the structured entity.
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35. AT BIRA TR GEFHEE 35. Statement of financial position and reserve
£3)] movement of the Company

BINEATR=F=-AET+T=-H 35.1 Statement of financial position of the Company as at
=+—HHMBRRAR 31 December 2025
2025 2024
FET T
HK$'000 HK$'000
gE ASSETS
RekEHES Cash and short-term funds 58,741,541 46,314,950
JRE W ) B R B X Interest and remittance receivables 2,654,944 3,161,265
TEEBMIA Derivative financial instruments 1,668,020 664,618
BAHRHE S BEROER Loans with 100% guarantee from the
Government 63,514,326 82,782,698
ERHEA TR Loan portfolio, net 10,890,392 9,307,080
BHIE Investment securities:
— URFEEEA — at fair value through other
Hih 2wz comprehensive income 9,600,489 3,721,821
— AATEE G AER — at fair value through profit
or loss 200,636 9,774
— RESHR AT IR — at amortised cost 17,379,522 13,337,065
MEARIRE Interests in subsidiaries 46,440,928 32,981,543
AR - ke R EMEE Prepayments, deposits and other
assets 168,251 331,170
EETRIEEE Deferred tax assets 5,208 4,631
EAE Fixed assets 187,397 229,443
BEERE Total assets 211,451,654 192,846,108
=N LIABILITIES
FERF) 2 Interest payable 2,781,710 3,343,451
MBARGFER Placements by subsidiary - 561,000
FETIRIE ~ FERTR S & Accounts payable, accrued expenses
HwaE and other liabilities 4,500,439 3,356,023
TESBMIA Derivative financial instruments 559,693 1,740,649
EHFHEAR Current tax liabilities 114,948 165,598
BERNERKES Debt securities issued 155,169,330 148,299,636
BEAE Total liabilities 163,126,120 157,466,357
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2025 2024
TERT T
HK$'000 HK$'000
= EQUITY
BatE A AR R Capital and reserves attributable
to the equity holder:
%N Share capital 39,000,000 26,500,000
IR A Retained profits 35.2 9,241,569 8,857,536
N ERHE Fair value reserve 35.2 81,867 23,518
b Hedging reserve 352 2,098 (1,303)
A Total equity 48,325,534 35,379,751
BERESZEE Total liabilities and equity 211,451,654 192,846,108
EFEERENR = AFHEA=+—H Approved and authorised for issue by the Board of Directors
BOE R BERETIAT - on 21 April 2026.
REX YUE Wai Man, Eddie 58 POU Hak Wan
BlFEFEHTEE Deputy Chairman and HITEEFAH Executive Director and
Executive Director Chief Executive Officer
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35.2 RXATINIHEE 35.2 Reserves of the Company

RERF  ATEREE G o)
Retained  Fair value Hedging

profits reserve reserve Total
THET THERT THET FET
HK$'000 HK$'000 HK$'000 HK$'000

R-Z_NF—FA—H##H  Balance asat 1 January 2024 8,733,357 8,158 18,719 8,760,234
AEE & Profit for the year 124,179 = = 124,179
Hip2Ees/ (5i8) Other comprehensive income/(10ss)
DATESEAEMEE  Change in the fair value of debt

WENEKESATEEE  securities at FVOCI - 15,213 - 15,213

PAVATEE{ETAEM2E  Change in the loss allowance of debt
W EREFEERE securities at FVOCI

2 - 147 - 147
MR SRE R TA Change in the fair value of hedging

ATEED) instruments at cash flow hedge - - (20,022) (20,022)
REE2EW/(E518) %% Total comprehensive income/(loss) for

the year 124,179 15,360 (20,022) 119,517

R=—Z-m&E+=-H=+—A Balance as at 31 December 2024

o3 8,857,536 23,518 (1,303) 8,879,751
AEE G Profit for the year 384,033 - - 384,033
Hi e mEiRes Other comprehensive income
WATEE(GIASM2E  Change in the fair value of

WESRMEREFATEZS  debt securities at FVOC - 56,638 - 56,638

PVATEE(ETAEMEE  Change in the loss allowance of
WesHETSEH RS debt securities at FVOCI

2% - 1,711 - 1,711
MR SRR EHm TR Change in the fair value of hedging
RHEEE instruments at cash flow hedge - - 3,401 3,401
AEE2ANRBE Total comprehensive income
for the year 384,033 58,349 3,401 445,783

R-—E-RE+=-A=+—H Balance as at 31 December 2025
423 9,241,569 81,867 2,098 9,325,534
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36.

37.

38.

EENRXD - LHf0S4hay  36. Directors’ material interests in transactions,

EXFIERAR

R EESTPTIRBEE S - IR R F AEM
KE - AEEAEEEAKEES T
HARBEBBEER  BFNBRES
MATREABERR (REKABGIDE
B)EETPFERIMEERMNEHENE
AR5« ZHMEH

EEEBERBMESRE

R-ZZF_RFE—F cHEEFEEHRAR
AINBBFERRIR] LN E N AGE L -
BRIMERSRARRIIAEIINESAH
=E0EAETIERRA - BHEREE
ARARAEREFERARINEINEE - A
RRAAGHABBFERARIAREEE
REBR  URHBEBFERANELE
HEER® —EKF (FHRE31@)) °

ZEERRREFHHE T _AF+—
A=t —HALEFENGEMBHRRIFELH

EBMBRE

BERR_ZE-_FUNA-_t+—HBABA
B 7Rk o

37.

38.

arrangements and contracts

Apart from those disclosed in Note 31, there was no other
transaction, arrangement or contract of significance in relation to
the Company’s business, to which any member of the Group was
a party, and in which any person who was a Director at any time
during the year or a connected entity (as defined in the Companies
Ordinance) of any such person had, directly or indirectly, a material
interest, which subsisted at the end of the year or at any time
during the year.

Events after balance sheet date

In January 2026, the Monetary Authority through the Exchange
Fund entered into a new capital commitment arrangement with
the Company and the HKMCA to further inject additional funds of
up to HK$25 billion in aggregate into the Company as equity for
the sole purpose of financing the Company’s additional capital
injection into the HKMCA, and the Company has committed
to inject such funds into the HKMCA as equity to maintain the
HKMCA's capital base above a certain level (Note 31(a)).

This event is regarded as non-adjusting to the consolidated
financial statements for the year ended 31 December 2025.
Approval of financial statements

The financial statements were approved by the Board of Directors
on 21 April 2026.
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Abbreviations used in this Report

100% Guarantee Product

Al

ALCO

AMIGOS

AML

Annulity Plan
BLRs

CAR

cc

CNH

Code

Code of Conduct
COVID-19

CRC

CSA

CSM

CTF

DIP

Directors

DLGS

ECL

ESG

ESGC

e-Taxis

Financial Secretary
Financial Statements

FVOCI

FVPL
Government
GHG

GHG Protocol
Group
Guidelines
HIBOR
HKASS
HKCSS

HKD

HKFRSs
HKICPA
HKMA

HKMC/Corporation/Company

HKMCA
HKMCI
HKQAA
HKRBC
HKSAR
HKSAS
HMML

Special 100% Loan Guarantee

Artificial Intelligence

Asset and Liability Committee

AMIGOS By HKMC

Anti-Money Laundering

HKMC Annuity Plan

Best Lending Rates

Capital Adequacy Ratio

Credit Committee

Offshore Renminbi

Corporate Governance Code of the HKMC

Code of Conduct for the HKMC's staff

Coronavirus Disease 2019

Corporate Risk Management Committee

Credit Support Annex

Contractual service margin

Counter-Terrorist Financing

Debt Issuance Programme

Directors of the Corporation

Dedicated 100% Loan Guarantee Schemes

Expected credit loss

Environmental, Social and Governance

Environmental, Social and Governance Committee

Battery Electric Taxis

The Financial Secretary of the Government

Audited consolidated financial statements of the Company
for the year ended 31 December 2025

Fair value through other comprehensive income

Fair value through profit or loss

The Government of the Hong Kong Special Administrative Region
Greenhouse Gas

Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard
The Company and its subsidiaries

Guidelines on Capital Adequacy Ratio

Hong Kong Interbank Offered Rate

Hong Kong Accounting Standards

The Hong Kong Council of Social Service

Hong Kong Dollar

Hong Kong Financial Reporting Standards

Hong Kong Institute of Certified Public Accountants

Hong Kong Monetary Authority

The Hong Kong Mortgage Corporation Limited &8 12 B E 5 AR A 7
HKMC Annuity Limited &8 F 4 AR A7)

HKMC Insurance Limited &8 1% B R BB R A 7

Hong Kong Quality Assurance Agency

Hong Kong Risk-Based Capital

Hong Kong Special Administrative Region

Hong Kong Standards on Auditing

HKMC Mortgage Management Limited &8 1ZIBE R AR A 7
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Abbreviations used in this Report

A

IFS
IFSCMC
IFSIC
ILBS

IP

IRM
kwh
LED
LEED
LIC
LRC
LTGP
LTV
MBS
MIP
MOCE
Moody's
MPP
MTN
ORC
PBO
PCAF
PCPD
PLGS
PM
PRMP
QR code
RC
RILBP
RMP
S&P
SFGS
SGS Framework
SMEs
SPE
SPPI
SWG
TAC
tCOe
UN SDGs
usD

Insurance Authority

Infrastructure Financing and Securitisation

Infrastructure Financing and Securitisation Collateral Manager Committee
Infrastructure Financing and Securitisation Investment Committee
Infrastructure Loan-Backed Securities

Investment Portfolio

Information Risk Management Department

Kilowatt-hour

Light-Emitting Diode

Leadership in Energy and Environmental Design

Liability for incurred claim

Longevity Risk Committee

Long Term Growth Portfolio

Loan-to-value

Mortgage-backed securities

Mortgage Insurance Programme

Margin Over Current Estimate

Moody's Investors Service, Inc.

Mortgage Purchase Programme

Medium Term Note

Operational Risk Committee

Prevention of Bribery Ordinance

Partnership for Carbon Accounting Financials

Office of the Privacy Commissioner for Personal Data, Hong Kong
100% Personal Loan Guarantee Scheme

Principal Moratorium

Policy Reverse Mortgage Programme

Quick Response code

Risk Committee

Responsible Investment, Lending and Business Decision-making Principles
Reverse Mortgage Programme

S&P Global Ratings

SME Financing Guarantee Scheme

Social, Green and Sustainability Financing Framework

Small and medium enterprises/Small and medium-sized enterprises
Special purpose entity

Solely payments of the principal and interest

Sustainability Working Group

Transaction Approval Committee

Tonnes of Carbon Dioxide Equivalent

United Nations’ Sustainable Development Goals

United States Dollar
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