O0o00d0n0
Consolidated Income Statement

gooooooooooobooooo
for the year ended 31 December 2025

2025 2024
THET ooo
HK$°000 HK$’000
oooo Interest income 6 5,795,593 8,146,214
oooo Interest expense 7 (5,009,647) (7,528,253)
FER S WA Net interest income 785,946 617,961
ooog Insurance revenue 8 1,704,263 1,320,030
oooooo Insurance service expenses 12,28 (3,108,045) (3,299,828)
odoooooooo Net (expenses)/income from
ooomoooo reinsurance contracts held 10 (4,781) 352,922
R AR 4R Insurance service result (1,408,563) (1,626,876)
oooooooo Net finance expenses from insurance
oooooo contracts issued 9 (2,624,989) (414,920)
ooooooooon Net finance income from reinsurance
gooooo contracts held 9 23,060 10,268
R B B 3 =% R ER Insurance finance expenses, net (2,601,929) (404,652)
ooog Other income 11 3,373,139 1,258,034
LEW A (E18) B Total operating income/(loss) 148,593 (155,533)
oooo Operating expenses 12 (393,678) (362,166)
REDBEANREER Operating loss before impairment (245,085) (517,699)
oooooo Change in impairment allowances 14 (11,433) (34,911)
FRBiATES 18 Loss before taxation (256,518) (552,610)
oo Taxation 15(a) 147,626 134,570
REEEE Loss for the year (108,892) (418,040)

022004000 00000000ODOOOOOOOO

financial statements.
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ooooooo
Consolidated Statement of Comprehensive Income

gooopoooOooooobooooo
for the year ended 31 December 2025

2024
ooo
HK$’000
ooooo 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:
00000000000 O0O00 Debtinstruments at fair value through
gopooog other comprehensive income:
—Qooooooag — change in the fair value, net 56,638 15,213
—O0o0oOoooono — change in the loss allowance, net 14 1,711 147
o0o0oDoooooooo Cash flow hedges recognised in other
ooo comprehensive income:
—ooooooo — change in the fair value, net 3,401 (20,022)
00000000000 D0O00D  Finance (expenses)/income from
oo insurance contracts issued 9 (152,206) 339,509
O000000000O0O000 @ Finance income/(expenses) from
oooog reinsurance contract held 9 30,384 (124,574)
oooo Deferred taxes 15(b) 17,181 (52,454)
D00000OD0O0OO0moon  Other comprehensive (loss)/income
oooo for the year, net of tax (42,891) 157,819
AEERHEEEHE Total comprehensive loss for the year (151,783) (260,221)

2004000 000000000000 0O0O00O0O The notes on pages 220 to 400 are an integral part of these consolidated
financial statements.
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Joooood

Consolidated Statement of Financial Position

goooobooooboo
as at 31 December 2025

2024
ooo
HK$’000
BE ASSETS
oooooog Cash and short-term funds 16 64,536,615 52,647,182
ooooooo Interest and remittance receivables 17 2,712,895 3,221,379
oooooo Derivative financial instruments 18 1,668,020 664,618
goooooog Loans with 100% guarantee from
ooooo the Government 19 63,514,326 82,782,698
ooooood Loan portfolio, net:
—O0odoooooooo — fair value through profit or loss 20(a) 3,470,628 2,596,858
—O0oooooo — amortised cost 20(b) 11,629,074 10,117,117
go0ooo Investment securities:
—ooooooood — fair value through other
oo0oooo comprehensive income 21(a) 9,600,489 3,721,821
—dodoooooooo — fair value through profit or loss 21(b) 200,636 9,774
—Oooooooo — amortised cost 21(c) 20,308,907 15,105,470
oooooo Placements with the Exchange Fund 22 72,418,586 49,244,684
0Jo000o0oOoooooog Prepayments, deposits and other assets 24 171,601 385,987
ooooooo Reinsurance contract assets 28 1,233,991 1,081,689
gpooooo Deferred tax assets 15(b) 711,730 =
oooo Fixed assets 25 247,984 246,899
EERARE Total assets 252,425,482 221,826,176
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0000000 Consolidated Statement of Financial Position

2024
ooo
HK$’000
=R LIABILITIES
gooog Interest payable 26 2,781,710 3,342,324
ooooooooo Accounts payable, accrued expenses
ooooaog and other liabilities 27 5,337,424 4,132,666
gooooo Derivative financial instruments 18 559,693 1,740,649
oooooo Current tax liabilities 15(b) 684,399 223,782
oooooo Insurance contract liabilities 28 36,353,940 24,850,887
oopoooog Reinsurance contract liabilities 28 324,034 195,009
oopnoooog Debt securities issued 29 155,169,330 148,299,636
goooooo Deferred tax liabilities 15(b) = 174,488
BEAE Total liabilities 201,210,530 182,959,441
R EQUITY
oooooooog Capital and reserves attributable to the
oood equity holder:
oo Share capital 30 39,000,000 26,500,000
oooo Retained profits 7,742,794 8,397,399
oooo Contingency reserve 4,106,351 3,560,638
gooodo Insurance finance reserve 281,842 386,483
ooooag Fair value reserve 81,867 23,518
oooo Hedging reserve 2,098 (1,303)
RERBE Total equity 51,214,952 38,866,735
BERERAE Total liabilities and equity 252,425,482 221,826,176

0000000000 OoO0O0oooooooog Approved and authorised for issue by the Board of Directors on 21 April
ooao 2026.

REX YUE Wai Man, Eddie T E POU Hak Wan
oooOooooo  Deputy Chairman and Executive Director [0 0 00 00 O Executive Director and Chief Executive Officer

022004000 0000000000000000  The notes on pages 220 to 400 are an integral part of these consolidated
financial statements.
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Oo0ooooo
Consolidated Statement of Changes in Equity

gooooooooooobooooo
for the year ended 31 December 2025

kx  REERN  EREE RRUBEE OTVERE  HAEG #R

Insurance
Share  Retained Contingency finance  Fair value Hedging
capital profits reserve reserve reserve reserve Total
goo ooo ooo ooo ooo ooo goo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
000000000000 Balance asat 1 January 2024 14,500,000 9,358,885 3,017,192 224,002 8,158 18719 27,126,956
ooooo Loss for the year = (418,040) = = = = (418,040)
000000mMO00  Other comprehensive income/(loss) = = = 162,481 15,360 (20,022) 157,819
oo0omoom Total comprehensive (loss)/income
gooo for the year = (418,040) = 162,481 15,360 (20,022) (260,221)
0mOoo30 Capital injection (Note 30) 12,000,000 = = = = - 12,000,000

0000000000  Transfer of 50% or 75% of relevant
0000D50%0 75%  premium eamed from retained
ooooo profits to contingency reserve = (733,164) 733,164 = = = =

OD0000000D  Release of contingency reserve

oo to retained profits = 189,718 (189,718) = = = =
RZB=mE Balance as at 31 December 2024

TZB=1-R&H 26,500,000 8,397,399 3,560,638 386,483 23,518 (1,303) 38,866,735
ooooo Loss for the year = (108,892) = = = = (108,892)
000MO0moog  Other comprehensive (loss)/income = = = (104,641) 58,349 3401 (42,89)
oooomoom Total comprehensive (loss)/income

oooo for the year = (108,892) = (104,641) 58,349 3401 (151,783)
0mO0 30 Capital injection (Note 30) 12,500,000 = = = = - 12,500,000
0000000000 Transfer of 50% or 75% of relevant

000005000 75%  premium earned from retained

ooooo profits to contingency reserve = (732,573) 732,573 = = = -
0000000000  Release of contingency reserve

oo to retained profits = 186,860 (186,860) = = = =
R-B-RE Balance as at 31 December 2025

tZAZt+-RER 39,000,000 7,742,794 406,351 281,842 81,867 2,098 51,214,952

0200400000 0000000000O0O00O0O The notes on pages 220 to 400 are an integral part of these consolidated
financial statements.
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Oo0doodog
Consolidated Statement of Cash Flows

gooopoooOooooobooooo
for the year ended 31 December 2025

2024

oono
HK$’000

REXBRETRE
Dooooood
DOoO00D000ooOoO0DOo

Cash flows from operating activities
Loss before taxation for the year (256,518) (552,610)
Adjustments for:

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

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

oooo Dividend income 11 (272) (289)

oopooooooooo Income from placements with the

Exchange Fund 11 (3,173,902) (1,374,291)
0o00Do0o0oooooooo Net (gain)/loss on investments at fair
ooo0mooog value through profit or loss 11 (14,983) 48
00000000000 O000 Netgain on disposal of investments
oooooooog at fair value through other
comprehensive income 11 = (400)

D000oooOooooo Net change in fair value of loan portfolio 11 (98,964) 210,636

oo Depreciation 12 105,565 89,748

oooooo Change in impairment allowances 14 11,433 34,911

oopooooooo Change in fair value of financial

instruments 323,665 (420,384)

oooooooo Loss on disposal of fixed assets 1,232 -
oooog Interest received 5,828,459 7,983,911
oooo Interest paid (4,974,690) (7,345,111)
0O00O000O0o0O0oOooOoonO  Cashflows used in operating activities

gopooooooo before changes in operating assets

and liabilities (3,034,921) (1,991,792)
ooooooooood Change in time deposits with original

oooooo maturity of more than three months 8,325,000 (9,480,000)
oooooo Change in remittance receivables (16,854) 53,591
O00000000000O0O Change in prepayments,

deposits and other assets 214,348 1,196,045
00000000 0O0O0O000O  Change in loans with 100% guarantee

from the Government 19,268,372 14,579,658
oooooao Change in loan portfolio (2,292,571) (820,232)
O0000OoooOdo Change in accounts payable, accrued

oooooo expenses and other liabilities 1,253,071 43,352
goooooooooa Change in insurance contract liabilities,

oooo net of reinsurance 11,357,954 5,564,340
oooog Exchange differences (224,629) 432,959
oooooooog Cash generated from operation 34,849,770 9,577,921

ooomoooo Taxation (paid)/refunded (260,756) 16,281
0000000 0o0oOono Net cash generated from operating
activities 34,589,014 9,594,202
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2024

oono
HK$’000

REZTE2HERE Cash flows from investing activities
oooood Purchase of fixed assets (106,803) (38,734)
0ooooooooo Purchase of investment securities
oooooooooon at fair value through other
comprehensive income 21(a) (6,478,590) (1,512,090)
0ooooooooo Purchase of investment securities
ooooooo at fair value through profit or loss 21(b) (175,777) -
00000000000 OoOO  Purchase of investment securities
at amortised cost 21(c) (8,201,665) (6,434,043)
oopooooooooo Proceeds from sale and redemption
ooooooooo of investment securities at fair value
ooooooon through other comprehensive income 763,205 282,342
oooooooood Proceeds from redemption of investment
oooooooo securities at amortised cost 21(c) 3,143,421 5,848,597
oooood Placements with the Exchange Fund (20,000,000) (13,800,000)
oooooood Dividend received from listed
investments 272 289
ooooooooooo Net cash used in investing activities (31,055,937) (15,653,639)
METHARSAAN Net cash inflows/(outflows)
(F)F8E before financing 3,533,077 (6,059,437)
MEITEC2HERE Cash flows from financing activities
gooooood Proceeds from bank borrowings 34,444,925 22,143,958
oooooo Repayments of bank borrowings (34,444,925) (22,143,958)
Ooooo0oooooo Proceeds from issue of debt securities 29 70,399,511 103,114,200
gdooooooo Redemption of debt securities issued 29 (66,171,784) (117,658,640)
ooooooooo Principal elements of lease payments 25(b) (49,392) (39,908)
gooooo Proceeds from capital injection 30 12,500,000 12,000,000
Oo00DO0oo0omooo Net cash generated from/(used in)
ooooo financing activities 16,678,335 (2,584,348)
ReRERBESLEBEREM Net increase/(decrease) in cash
ORid) F8 and cash equivalents 20,211,412 (8,643,785)
FOESRERESIER 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)
FRRENERRLIER Ending cash and cash equivalents 16 62,692,184 42,475,831

d2004000 000000000000 OO0O0O The notes on pages 220 to 400 are an integral part of these consolidated

financial statements.

EHBZRBESARAT D0DODODOOO 219



Oo00dooOgono
Notes to the Consolidated Financial Statements
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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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00000000 Notes to the Consolidated Financial Statements

(b) EEAEERERWHEINR (b) New standards and amendments issued but not yet
&3 effective

ooooooooooooo
oo0Oo0ooooooooono
oo0ooooooooooo
ooooooooooooo
ooooooooooooo
omooomooooooo

The Group has not applied the following new and
amended HKFRS Accounting Standards, that have been
issued but are not yet effective, in these consolidated
financial statements. The Group intends to apply these
new and amended HKFRS Accounting Standards, if
applicable, when they become effective.

00oooooo 0000000 HKFRS 18 Presentation and Disclosure in
0180 oo? Financial Statements?
00oo0ooo DOoOoOoODO HKFRS 19 and Subsidiaries without Public
owooooo oooooon? its amendments Accountability: Disclosures?
0ooooooo ODOooooooo Amendments to Amendments to the Classification
0900oo ooooot HKFRS 9 and HKFRS 7 and Measurement of Financial
oooooo Instruments!
070000
0ooooooo DOoboOooooo Amendments to Contracts Referencing Nature-
o9oooo goopooot HKFRS 9 and HKFRS 7 dependent Electricity*
oooooo
070000
000o0D0O0OD DoOooOooaO Amendments to Sale or Contribution of Assets
100000000 ODOOOOOO HKFRS 10 and HKAS 28 between an Investor and its
go0280000 goooooo Associate or Joint Venture?
oo
goooon gooooooo Amendments to HKAS 21 Translation to a Hyperinflationary
0210000 ooooo? Presentation Currency?
00000000 0000000 Amendments to HKFRS 1, Annual improvements to
010000000 0000000 HKFRS 7, HKFRS 9, HKFRS Accounting
oooor7ooo  0O-—0Ou0ot HKFRS 10 and HKAS 7 Standards — Volume 11!
goooooon
900000oOoDo
oooio0
ooooooa
070000
B 00oooooooooog B Effective for annual periods beginning on or after 1 January
DOoOoooOoooo 2026
2 joooooooooooo 2 Effective for annual/reporting periods beginning on or after 1
000000000000 January 2027
8 jooo0OoCcooooooo B No mandatory effective date yet determined but available for
ooo adoption

Further information about those HKFRS Accounting
Standards that are expected to be applicable to the
Group is described below.

ooooooooooooo
ooooooooooooo
oooocoo
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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 loss
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).

230 The Hong Kong Mortgage Corporation Limited Annual Report 2025



2.4, Hbug A

@)

(b)

©

BERWA

gdooooooooooo
ooooooooooboon
goooooooooboDboD
ooooooooooooo
oooooood

REWA

ooooooooOooooo
oooo

RENPEESEFRHRE

ooooooooooooao
oooooooooooom
goooooooooooo
oooooobo

25 SRIEE

@)

Pk}

ooooooooooooo
oooooo

° OoooOoCcooOmo
oooooooooao
oommo

. obooooooo

oo0opooooooooooo
ooooooooooooao
ooooao

oooooooooooon
goooooooooboDbo
oooo

oooooocoOOoooooo
ooooooooooooo
goodooooooooon
gooooooooooobo
oo

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.
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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 FVOCIl. 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 OCl 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/(loss)
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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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.
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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
subsequently 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 (ii) 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) Cash 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 OCl 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.

238 The Hong Kong Mortgage Corporation Limited Annual Report 2025



212. 78R E

ooooO0oDoOOoOooOoOooOoooo
ooooboooboCcOoOoooooo
cooocOooOoOooOoOoooooo
oooOooooboocooooooo
oobOoooooooo

2.13.5p ) E

@)

HHEREHEH

O0DO0O00OOO0O0OOO0OOOn
O0DO000OO0O0OOOOoOon
Oo0o0DD0DO0oO0oOo0oDoOoOon

MBgEE¥ D oOooooo
O0O0O0O00DO0OO0OOOOn
O0DO0O0D0OO0OO0ODOOOOoOn
ooooooo

R 5 Rt

goodooooooooon
ooooooooooboon
goooooooooboDbD
gooooooooobooo
ooooooooooooo
oooo

00o0o0ooooooooon
oooooocooooooao
ooooooooOooooo
ooooooooooooo
goooooooooobooon
0oooooooooobon
ooooboobOoooon

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

@

Functional and presentation currency

Iltems 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.

2.14.Fixed assets

Fixed assets are stated at historical cost less accumulated
depreciation and impairment losses.

Depreciation is calculated using the straight-line method
to allocate their cost to their residual values over their
estimated useful lives.

Right-of-use assets on shorter of the end of the useful life of
leased properties for the right-of-use asset or the end of the
own use lease term

Leasehold improvements over the unexpired period of the lease

Furniture and fixtures over the unexpired period of the lease

Computer three years

Office equipment three years

Motor vehicle four years

The assets’ residual values and useful lives are reviewed,
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 OClI
or directly in equity. In this case, the tax is also recognised in
OCI 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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(i

(i)

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.
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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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(b)

The insurance contracts portfolios are divided into:

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

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:

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

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

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:

o 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;

. policy administration and maintenance costs,
including recurring commissions that are
expected to be paid to intermediaries; and

o 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
CSM);

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 (ii) 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 (ii) 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

o 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.

256 The Hong Kong Mortgage Corporation Limited Annual Report 2025



REBERERE

ooooooooooooo
gdodooooooooo
oooooooooooboon
DooOoOO0O00oooo0o0oo
oooood

]

gooooooooobooo
ooooooooooooao
oooooocooooooao
oooooocooooooo
gdodooooooooo
gooooooooooobo
oooo

ooooooOooOooooo
ooooooooooooo
goooooooooboon
oooooooooooao
gooooOooooooooon

goooooooooooo
goooooooooooo
ooooooooooboon
gooooobOooOoobo

ooooooooOooooo
ooooooooooooo
oooooo

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
OClI 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 loss.

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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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; (ii) 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; (i) 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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R-ZE-_HZF+=-A=+-—H
As at 31 December 2025

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

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

59,654,396 1,148,949 2,710,981 63,514,326

oooog Gross carrying amount
oood Impairment allowance
iR & Carrying amount

59,654,396 1,148,949 2,710,981 63,514,326

obooooooobooobo

oooo oooo oooo oo
Stage 1 Stage 2 Stage 3 Total
ooo ood ood ooo

As at 31 December 2024

HK$’'000 HK$’000 HK$’000 HK$’000

74,154,028 1,754,591 6,874,079 82,782,698

oooo Gross carrying amount
oood Impairment allowance
ooo Carrying amount

74,154,028 1,754,591 6,874,079 82,782,698
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() CDOOO (b)  Loan portfolio

Oo000ooooooooo A summary of the assumptions underpinning the
oooooooo Group’s ECL model on loans is as follows:
BRAHMEESERENER
] HRIMNES Basis for recognition of
Category Definition of category ECL provision
oooo Ooooooopooooooooong 12000000000 000000O0OO
oooooood 001200000000000000
oood
Stage 1 Borrowers have a low risk of defaultand ~ 12-month ECLs (Where the expected
a strong capacity to meet contractual lifetime of an asset is less than 12
cash flows. months, expected losses are measured at

its expected lifetime.)

oooog d0dooOoOoOooDooDOoOoOoao 00000000 —OOoooooo
Joo0oOoOooboooos3peooono
o0oOoooDoooo

Stage 2 Loans for which there is a significant  Lifetime ECLs — not credit impaired
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.

ogood oooobooooobooeonnonod ggoooobob —0Oo0OoOo
ggooooooo
Stage 3 Interest and/or principal repayments  Lifetime ECLs — credit impaired

are 90 days past due, borrowers with
bankruptcy or properties repossessed.

oo gooooboooooboooooon agooo
gooo
Write-off There is no reasonable expectation of  Asset is written off

recovery on the delinquent interest
and/or principal repayments.
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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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The following table contains an analysis of the credit
risk exposure of loan portfolio at amortised cost.

R-ZE-_HF+-HA=+—H
As at 31 December 2025

ooooobooo
gooo

goog

oooooogoo

Loan portfolio at
amortised cost

Gross carrying amount

Residential mortgage

el =12
Stage 1

TET
HK$'000

FEMEER
Stage 2

FHET
HK$'000

F=EE
Stage 3

FH T
HK$'000

W
Total
FHR
HK$'000

portfolio 2,847,302 3,994 9,081 2,860,377
ooog Infrastructure loans 8,786,195 - - 8,786,195
OO Others 54,069 - - 54,069
11,687,566 3,994 9,081 11,700,641

ooog Impairment allowance

00000000 Residential mortgage

portfolio (9,330) - (408) (9,738)
oooog Infrastructure loans (61,501) - - (61,501)
oo Others (328) - - (328)
(71,159) - (408) (71,567)
IR E{E Carrying amount 11,616,407 3,994 8,673 11,629,074

goo0oooooooonono
As at 31 December 2024

ooooobooo
gooo

goog

gooooogoo

Loan portfolio at
amortised cost

Gross carrying amount

Residential mortgage

ooono
Stage 1

ooo
HK$’000

oooo
Stage 2
oood

HK$’000

ooodod ood
Stage 3 Total
ooo aooo
HK$’000 HK$'000

portfolio 2,807,202 3,844 5,501 2,816,547
ooog Infrastructure loans 7,290,487 = = 7,290,487
oo Others 69,504 = 2,221 71,725
10,167,193 3,844 7,722 10,178,759

ooogd Impairment allowance

00000000 Residential mortgage

portfolio (6,849) = = (6,849)
ooog Infrastructure loans (52,940) = = (52,940)
oo Others (259) = (1,594) (1,853)
(60,048) = (1,594) (61,642)
ooo Carrying amount 10,107,145 3,844 6,128 10,117,117
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OoO0oooooooooo The impairment allowance for loan portfolio as at 31
ooooooooooooo December 2025 reconciles to the opening impairment
ooooooooo allowance as follows:

E-KB EoREB 2
Stage 1 Stage 2 Stage 3

ooo ood ooo
HK$'000 HK$'000 HK$'000 HK$'000

00000000000 Impairment allowance

oooo as at 1 January 2024 24,873 - 1,347 26,220
ooooooooog Loans purchased and repayment 27,402 = = 27,402
oooooooo Net measurement of impairment

ooooon arising from changes of stage - 22 — 22
oooooooo Movement due to changes in

goooo credit risk 7,773 = 264 8,037
ooooooo Recoveries of loans not

written-off = = (39) (39)

35,175 22 225 35,422

oooooog Transfer to stage 2 - - - -
ooooooo Transfer to stage 3 = (22) 22 =
oo Write-offs - - - -

oopooooooao Impairment allowance
oooDooooo as at 31 December 2024

000200 (Note 20) 60,048 = 1,594 61,642
oooboobooo Loans purchased and repayment 5,622 = = 5,622
00o00oDooon Net measurement of impairment

ooooono arising from changes of stage (1,541) = (15) (1,556)
oooooooo Movement due to changes in

goooo credit risk 5,468 - 403 5871

ooooooo Recoveries of loans not

written-off - = (12) (12)

9,549 = 376 9,925

ooooooo Transfer to stage 1 1,567 = (1,567) =

00ooooo Transfer to stage 2 - - - -

ooooooo Transfer to stage 3 (5) = 5 =

oo Write-offs = - - -

R-Z-HE+ZRA Impairment allowance
=+ —BERERE as at 31 December 2025

(K=E20) (Note 20) 71,159 - 408 71,567
00oooooon Change in loan impairment
allowance 11,111 = (1,186) 9,925
ooooooo Net change in loan commitment
ooooon impairment allowance (3,896) — — (3,896)
ooooooooa 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
SEEE (M 14) ended 31 December 2025
(Note 14) 7,215 - (1,407) 5,808

00oooooon Total change in impairment
0000000000  allowance recognised
0oo0ooooood  inprofit or loss for year
00000140 ended 31 December 2024
(Note 14) 32,964 22 97 33,083
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(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

goboobooboobooon
goboobooboobon

000140

gobooboobooobon

ooooooied

gooooboooboooboon

oooiad

Impairment allowance as at 1 January 2024 4,147
Change in the impairment allowance recognised

in profit or loss during the period (Note 14) 1,502
Impairment allowance as at 31 December 2024

(Note 16) 5,649
Change in the impairment allowance recognised

in profit or loss during the period (Note 14) 1,920

R-ZZE-_HZF+=-A=+—HH

RER A (HEE16)

Impairment allowance as at
31 December 2025 (Note 16) 7,569

oooooooooooon
goooooooooboDbo
oooooobooobooog

ooooooOooooooo
ooooooooooooo
gdooooooooooon
ooooooooooboon
0o0ooooooooobooon
oooooocooooooao
ooooooooOooooao
ooooooooooooo
gooooooooobooo
gooooooooooobo
oooooooooob0oOn
ooooooo

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.

REBHERAK

DNAFER REHEA SR M ERE

STAHMZE JRNERES HEEES

s NERKES Debt Infrastructure-

Debt securities related bonds
securities at  at amortised  at amortised okl
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
AAAT Aaa AAA/Aaa 1,548,355 1,858,262 - 3,406,617
AA-T AA+0 Aa30 Aal AA-to AA+/Aa3 to Aal 4,886,815 10,694,658 439,775 16,021,248
A-0 A+0A30 Al A-to A+/A3t0 Al 3,165,319 6,527,176 581,817 10,274,312

BBB-0J BBB+[ Baa3[l BBB-to BBB+/Baa3 to Baal
Baal - - 98,510 98,510
BB[ Ba BB/Ba - - 115,553 115,553
00 Total 9,600,489 19,080,096 1,235,655 29,916,240
* 0ooooooooooog * For infrastructure-related bonds where external credit rating

gooooOoOoOoOocoooo
oooooooooo

agency’s ratings are not available, rating classification is based
on internal ratings.

ooood

oooooon oooood

oooooo ooooo gooo

0000000 0000000  Infrastructure-

Debt Debt related bonds
securities at securities at at amortised oo
FVOCI  amortised cost cost Total
00D00o0ooooooooo 00O ooo oood oood
As at 31 December 2024 HK$000 HK$000 HK$'000 HK$'000
AAAL Aaa AAA/Aaa 182,621 665,399 = 848,020
AA-0 AA+0 Aa30 Aal AA-to AA+/Aa3 to Aal 2,745,410 6,790,367 - 9,535,777
A-0 A+0A30 Al A-to A+/A3to Al 793,790 7,153,171 = 7,946,961

BBB-[J BBB+[] Baa3[] BBB-to BBB+/Baa3 to Baal

Baal = = 501,383 501,383
oo Total 3,721,821 14,608,937 501,383 18,832,141
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OoO0oooooooooo The following table contains an analysis of the credit
ooooooooooooo risk exposure of investment securities for which
ooooooooooooog impairment allowance is recognised. There was no
ooood 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 THERT THERT
As at 31 December 2025 HK$'000 HK$'000 HK$'000
oooo Gross carrying amount
—o0ooooooo —FvoCl
oooooo 9,600,489 - - 9,600,489
—Q0oooooo — amortised cost 20,315,751 - - 20,315,751
oooo Impairment allowance
—000ooooo — amortised cost (6,844) - - (6,844)
IREE Carrying amount
—Oooooooog — FVOCI
oooooo 9,600,489 - - 9,600,489
—Q00oooooo — amortised cost 20,308,907 - - 20,308,907
29,909,396 - - 29,909,396
oooo gooo gooo od
Stage 1 Stage 2 Stage 3 Total
Oo0ooooooooooo gooo ooo ooo ooo
As at 31 December 2024 HK$’'000 HK$'000 HK$'000 HK$°000
oooo Gross carrying amount
—odooooooo —FRvoCl
oooooo 3,721,821 = = 3,721,821
—O0oooooo — amortised cost 15,110,320 = = 15,110,320
oooo Impairment allowance
—pooooooo — amortised cost (4,850) = = (4,850)
oono Carrying amount
—odooooooo —FRvoCl
oooooo 3,721,821 = = 3,721,821
—QO0oooooo — amortised cost 15,105,470 = = 15,105,470

18,827,291 = = 18,827,291
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0000000000 Impairment allowance

The impairment allowance for investment securities
as at 31 December 2025 reconciles to the opening
impairment allowance as follows:

E—RER
Stage 1

EoRE
Stage 2
ooo
HK$°000

ooo
HK$'000

B
Stage 3

ok
Total
oono
HK$’000

ooo
HK$’000

oo0oono as at 1 January 2024
—p0o00o0opooo —Frvodl
oooooao 875 = = 875
—Q0oooooo — amortised cost 4,671 = = 4,671
oooooooo Change in the impairment
ooooono allowance recognised in
profit or loss during the
period
—O0O00O0O0o0O0oO —FVOCI (Note 14)
oooooao
000 140 147 - - 147
—ooooooa — amortised cost
000140 (Note 14) 179 = - 179
000000000  Impairment allowance
000000000 asat31 December 2024
—p0ooooooo —FRvoCl
gooooao 1,022 - - 1,022
—Qooooooa — amortised cost
000 21c)d (Note 21(c)) 4,850 = = 4,850
oooooooo Change in the impairment
oooooo allowance recognised in
profit or loss during the
period
—O0O00O0o0oooo  —FVOCH (Note 14)
oooooa
000 140 1,711 = = 1,711
—0o0o0oooo — amortised cost
000 140 (Note 14) 1,994 = = 1,994
R=-ZE=-F&+=H Impairment allowance
=+—BHREERE asat31December
2025
— NATEZL — FvVOClI
sTAH 2 E ks 2,733 - - 2,733
— R ATIR  — amortised cost
(Kt 21(c)) (Note 21(c)) 6,844 - - 6,844
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(i)

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 FVOC/

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

oooooooooo

Impairment allowance recognised in OCI

gooooooooooooo as at 1 January 2024 875
0Do00d0oo0ooooooon Change in the impairment allowance
000 140 recognised in profit or loss during the
period (Note 14) 147
dooooooooooog Impairment allowance recognised in OCI
0ooo0o0oboooooooo as at 31 December 2024 1,022
oooooooboooooon Change in the impairment allowance
000140 recognised in profit or loss during the
period (Note 14) 1,711
R=B-HFE+=-HA=+—H Impairment allowance recognised
REMEENEERNRERE 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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The weightings assigned to each economic scenario,
base, pessimistic and optimistic as at 31 December
2025, were maintained at the same weightings as at
31 December 2024 in view of market conditions, for
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
EHREHEE
EESEHLHE

Amount
change from

the reported ECL

2024
gooogo
ooogogo

Amount
change from
the reported ECL

FERT ooo

HK$’'000 HK$’000
®n, i) DO0mMmooo

Increase/ Increase/

(decrease) (decrease)

goooooa ECL:

—oood — normal view (38,322) (32,965)
—oooo — bad view - -
—Ooood — good view (46,465) (39,200)
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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.

oooooo (99 Credit-impaired loans
2024
ogad
HK$'000
oooooood Gross impaired loan portfolio 9,081 2,221

ooooooooo Allowance for loan impairment in

O0—Ooooo respect of such advances — Stage 3 (408) (1,594)
8,673 627

oooooocooooooo
oooocooOoooooo

ooono

ooooooooooooo
oooo
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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.
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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(c).

(@) 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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The tables below summarise the Group’s exposure to
foreign currency exchange rate risk. Included in the
tables are the assets and liabilities at carrying amounts,
categorised by currency.

Hitnjhi
BT %7 Other foreign ok

HKD
TER
HK$'000

usD
TER
HK$'000

currencies
FET
HK$'000

Total
TR
HK$'000

R-E-1& As at 31 December 2025
+=A=t-H
LREE Financial assets
ooooooo Cash and short-term funds 63,978,291 506,444 51,8807 64,536,615
ooooooo Interest and remittance
receivables 1,761,857 788,722 162,316 2,712,895
oooooo Derivative financial instruments 1,668,020 - - 1,668,020
0o0o0o0ooooo Loans with 100% guarantee
0ooo from the Government 63,514,326 - - 63,514,326
oooooo Loan portfolio, net
—Q0ooooooo —FVPL
oo 3,470,628 - - 3,470,628
—0o0o0oooo — amortised cost 3,976,859 5,506,228 2,145,987/ 7 11,629,074
ooooo [nvestment securities:
—00000000 —Fvocl
gooooo 512,151 6,623,070 2,465,268\ 9,600,489
—Q0ooooooo —FVPL
oo 1,380 199,256 - 200,636
—Qooooooo — amortised cost 2,346,642 16,359,506 1,602,759 20,308,907
0ooooo Placements with the Exchange
Fund 72,418,586 - - 72,418,586
ooooooo Deposits and other assets 20,305 144,238 93 164,636
SREEAH Total financial assets 213,669,045 30,127,464 6,428,303 250,224,812
tREE Financial liabilities
o000 Interest payable 2,044,404 573,398 163,908 2,781,710
ooooooooo Accounts payable, accrued
00ooo expenses and other liabilities 2,001,440 3,335,022 962 5,337,424
oooooo Derivative financial instruments 559,693 - - 559,693
ooooooo Debt securities issued 108,789,101 30,614,644%  15,765,585** 155,169,330
SHARAR Total financial liabilities 113,394,638 34,523,064 15,930,455 163,848,157
oooot Net position* 65,112,704 (4,395,600) (9,502,152) 51,214,952
goooooo Off-balance sheet net notional
oooo# position’ (36,214,065) 27,385,525 8,964,311 135,771
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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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oooo
oo oo Other foreign oo
HKD usb currencies Total
ooo ooo ooo ooo
HK$'000 HK$'000 HK$'000 HK$'000
oooooo As at 31 December 2024
0ooodooo
0ooo Financial assets
gooooon Cash and short-term funds 51,641,868 992,467 12,8471 52,647,182
ooooooo Interest and remittance
receivables 2,200,462 741,030 279,887 3,221,379
gooooo Derivative financial instruments 664,618 - - 664,618
0oooooooo Loans with 100% guarantee from
ooo the Government 82,782,698 = = 82,782,698
000o0oO Loan portfolio, net
—0o0oooooo —FVPL
oo 2,596,858 - - 2,596,858
—pooooooo — amortised cost 3,539,734 5,511,228 1,066,155" 10,117,117
0oooo Investment securities:
—00000000 —Fvocl
oooooo 494,313 2,159,566 1,067,942/ 3,721,821
—00000000 —FVPL
oo 1,318 8,456 - 9,774
—pooooooo — amortised cost 1,846,188 12,277,696 981,586/ 15,105,470
oooooo Placements with the Exchange
Fund 49,244,684 - = 49,244,684
goooooo Deposits and other assets 71,423 308,900 88 380,411
0ooooo Total financial assets 195,084,164 21,999,343 3,408,505 220,492,012
0ooo Financial liabilities
oooo Interest payable 2,454,023 612,558 275,743 3,342,324
0000000000  Accounts payable, accrued
gooao expenses and other liabilities 2,210,375 1,922,291 - 4,132,666
gooooo Derivative financial instruments 1,740,649 - - 1,740,649
ooooooO Deht securities issued 103,576,603 26,302,558* 18,420,475** 148,299,636
oooooo Total financial liabilities 109,981,650 28,837,407 18,696,218 157,515,275
oooo# Net position* 60,992,512 (6,838,064) (15,287,713) 38,866,735
0oooooo Off-balance sheet net notional
oooo# position (34,136,902) 18,058,822 15,241,661 (836,419)
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(b)

a3 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.

A~ Amounts included investment securities at FVOCI in renminbi
of HK$1.1 billion.

AN 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.

il 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  ZEANL —ENE
ZZfA E-f ik FitE
—-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

RZFZRE+-A=1-H As at 31 December 2025

tREE Financial assets
oooooon Cash and short-term funds 11,828,316 52,264,216 = - = 444,083 64,536,615
pooooon Interest and remittance
receivables - - - - - 2712895 2712895
oooooo Derivative financial instruments - - - - - 1668020 1,668,020
ooooooooooon Loans with 100% guarantee
from the Government 63,514,326 = = = = - 63514326
0ooooo Loan portfolio, net
—Qoooooooooo —FVPL 334,960 - - - 3135668 - 3470628
—Qooooooo — amortised cost 6032041 3812123 1,180,381 23145 581,384 - 11,629,074
0oooo Investment securities:
—Q0ooooooooooooo  —Rvod 624,407 1,872,215 463741 5,933,952 701,174 - 9,600,489
—0000000000 —FVRL - - 190,336 = = 10,300 200,636
—Qoooooo — amortised cost 396900 1,232,554 820,284 11,378,683 6,480,486 - 20,308,907
pooooo Placements with the
Exchange Fund - - - - - 72418586 72,418,586
ooooooo Deposits and other assets 134,499 = = = = 30,137 164,636
SRHEELE Total financial assets 82,865,449 59,181,108 2,659,742  17,335780 10,898,712 77,284,021 250,224,812
SHERE Financial liabilities
oooo Interest payable - - - - - 2781710 2,781,710
000000O0oooOoo Accounts payable, accrued
expenses and other liabiliies 4,093,496 - - - - 1243928 5337424
0ooooo Derivative financial instruments - - - - - 559,693 559,693
ooooooo Debt securities issued 2676980 24,372,054 43,677,004 74,569,084 9,874,208 - 155,169,330
SRAEEE Total financial liabilities 6770476 24,372,054 43,677,004 74,569,084  9,874208 4585331 163,848,157
goooooooo® Total interest sensitivity gap* 76094973 34,809,054  (41,017,262) (57,233,304) 1,024,504

00000MO000000000 Interest rate derivatives (notional
amounts of net position) (4,330,186) (13,078,874) 7,357,517 8592239 1,595,075

* j0ooO0ooooooooo * Before the repricing effect of derivative financial instruments
ooooooooooooo on the loan portfolio, investment securities and debt securities
goooooooo issued.
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ooooo  ooooo oooo
oooo ooo ooo ooo
oooo Over Over Over gooo Non-
Upto  L1monthto  3monthsto Lyearto Over interest oo

1 month 3 months Lyear 5years 5years bearing Total
goo gooo goo goo ooo goo ooo
HK$000 HK$000 HK$000 HK$000 HK$000 HK$'000 HK$000

ooooooooooooo Asat 31 December 2024
oooo Financial assets
oooooon Cash and short-term funds 24421783 27,881,330 = = = 344069 52,647,182
pooooon Interest and remittance
receivables = = = = = 3,221,319 3,221,319
oooooo Derivative financial instruments = = = - - 664,618 664,618
oooooooooooo Loans with 100% guarantee
from the Government 82,782,698 = = = = - 82782698
o0oooon Loan portfolio, net
—0000000000 —FVPL 225,843 = = 33,034 2,337,981 = 2,596,858
—000000o0 — amortised cost 5,383,365 2,011,921 2,062,443 30 593,042 - louru
goooo Investment securities:
—00000000oo00onD  —Fvod 22175 233,278 502321 2,526,182 97,265 = 3721821
—0000000000 —FVPL - - - - - 9,774 9,774
—0000000 — amortised cost 504,668 1,285,373 2,169,752 8,698,347 2,447,330 - 15105470
poooono Placements with the
Exchange Fund = = = = - 49244684 49244684
oooooon Deposits and other assets 308,854 = = - - 71557 380,411
oooooo Total financial assets 113899386 31,477,908 4824516 11,258,503 5475618 53556,081 220,492,012
oooo Financial liabilities
oooo Interest payable - - - - - 3,342,324 3,342,324

0o000oooooooooo Accounts payable, accrued
expenses and other liabilities 2,530,790 = = =

1,601,876 4,132,666

oooooo Derivative financial instruments = = = = = 1,740,649 1,740,649
goooooo Debt securities issued 4,209,731 2520645 34290741 77962455 6,544,064 - 148,299,636
gooooo Total financial liabilities 6,740,521 25292645 34290741 7796245 6,544,064 6,684,849 157515275
ooooooooo* Total interest sensitivity gap* 107,158,865 6185263 (29466225 (66,703,952 (1,068,446)

J0000MO000000000 Interest rate derivatives (notional

amounts of net position) (0833311)  (12905912) 8088484 11,677,601 2,136,719
* 0oooooooooooa * Before the repricing effect of derivative financial instruments
goooooobooooOoo on the investment securities and debt securities issued.

oooo
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) RERBREREANIEER (c) Interest rate risk on insurance and reinsurance
contracts
O0o00D0ooOooOooooo The following analysis is performed for reasonably
D0o00o0oooOooooo possible movements in interest rate curve with all
0000000 OoOoOoooo other variables held constant, showing the before-tax
ooooooooooooog impact on profit and equity driven by insurance and
oOooooooo reinsurance contracts.
2025 2024
FRBBTTLE/(T8): HENNYE HEXNYE 000000 000000
Parallel upward/
(downward) shift of Impacton  Impact on Impact on Impact on
interest rate curve: profit equity profit equity
FER THER ooo 0oo
HK$'000 HK$'000 HK$'000 HK$'000
25000 25bp 810,027 970,784 511,664 659,888
(5000 (25) bp (844,932)  (1,019,110) (534,788 (695,738)
OO0oO0o0O00Oo0O00O00n0 The impact shown in the above table covers entire
oooo0oO0O0OO0OD0O0D000 insurance portfolio, part of which, mainly reverse
O0o000oDODoDoooooo mortgage loans, are held in the loan portfolio of the
ooooooooono 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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(i)
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(i)

Non-derivative cash inflows/(outflows)

=EANL —EHL
2-F 2R
AR Over Over AENE
Upto  1monthto 3 months to 1yearto Over B8
1 month 3 months 1year 5 years 5 years Total
TiER Tiégn TR TiERL TiEn TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZE-E£+-A=t-H  Asat31December 2025
g Liabilities
goopoooooo Accounts payable,
gooo accrued expenses
and other liabilities
—0O00o — lease liabilities (4,738) (9,478) (43,197) (80,638) - (138,051)
oooooo Insurance contract liabilities (188,022) (355,560)  (1,679,948)  (8,343,977) (40,377,237)  (50,944,744)
0o0oooo Reinsurance contract liabilities (1.774) (3,552) (13,714) (85,532) (423,136) (527,708)
goooooo Debt securities issued
—0O000 — principal portion (2,240,000) (23,235,050) (44,479,310) (74,607,431)  (9,861,425) (154,423,216)
—0000 — 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)
goood gooog oooao
gooao oog oog
oooao Over Over QOver gooo
Upto Imonthto 3 months to Lyearto QOver oo
1 month 3 months 1year 5years 5 years Total
0oag ooo ooo 0oao ooo 0oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooooooooooooo As at 31 December 2024
oo Liahilities
oooooooooao Accounts payable,
oooo accrued expenses
and other liabilities
—0ooo — lease liabilities (4,648) (9,297) (41,837) (131,327) (5,757) (192,866)
gooooo Insurance contract liabilities (132,437) (244,006) (1,112,028) (5645880)  (27442513)  (34,576,864)
ooooooo Reinsurance contract liabilities (L,115) (2,233) (6,256) (54,156) (275,869) (339,629)
ooooooo Debt securities issued
—0oon — principal portion (3912,281)  (23421321)  (35,032647)  (79,729622)  (6,697,163)  (148,793,034)
—00o0 — interest portion (198971)  (1,899,583) (3491,350) (6,784,746)  (1,628,996)  (14,003,646)
(4249452 (25576,440) (39,684,118  (92,345731)  (36,050,298)  (197,906,039)




() ODODOOOODODODmUOOoOo (i)  Derivative cash inflows/(outflows)

—-fANE  Z@EANE —ENE
Z=fA 2-F Z1E
—-fEARK Over over over RENE

Upto  1monthto 3 monthsto 1 year to Over a5
1 month 3 months 1 year 5 years 5 years Total
TER AR TER TER AR TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

RZB-HE+-A=+-HB  Asat31December 2025

oooooooo Derivative financial
oooonoo instrument settled:
—0ooo — on net hasis 3733 (171,950) 200,673 (81,255) (3,842) (52,641)
—oooo — 0N gross basis
oooo Total outflow (3,118,886)  (7,933,037) (15,119,770) (48,620,812)  (5,364,657) (80,157,162
oooo Total inflow 3064136 7,997,267 15655742 49,276,910 5403671 81,397,726

(51,017) (107,720) 736,645 574,843 35,172 1,187,923

goooao ooooo gooo
gooao ooa ooa
oooo Over Over Over oooao

Upto Imonthto  3months to 1yearto Over oo

1 month 3months 1year 5 years 5 years Total
ooa ooo oog ooa ooag ooag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

0oooooooooooao As at 31 December 2024

goopoooo Derivative financial
ooooooo instrument settled:
—000o0n — on net basis (193,100) (3,649) 68,577 (205,674) (18,883) (352,729)
—0ooo — 0N gross basis
oooo Total outflow (2,612,157) (9,358,072)  (14,355,600)  (37,833,127) (4,442210)  (68,601,166)
oooo Total inflow 2,399,452 9,241,245 14,218,156 31,971,719 4,323,924 68,154,496

(405805 (120476) (68,867) 6708) (137169 (799,399
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(b) ZHBDHT (b)  Maturity analysis
Oo00o0oooooooooo The table below analyses the assets and liabilities into
ooooooooooooon relevant maturity groupings based on the remaining
poooooo period at the end of the reporting period to the

contractual maturity date.

-fANE ZEAME  -ENE
Z=fiA E-£ 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 TEn TR TR TR TR THR T
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

&E Assets
gooooDmooo Cash and short-term funds (gross) 656,908 11,616,276 52,271,000 - - - - 64,544,184
gooooooooooo Loans with 100% guarantee from the
Government 27,357 1,500,818 1,401,192 6,856,335 34,763,095 18,965,529 - 63,514,326
oooo Loan portfolio
—000ooooooo —FVPL - - - - - - 3470628 3,470,628
—000000maoono — amortised cost (gross) 339 85,947 131935 1,002,399 4,249,729 6,229,892 400 11,700,641
oooo Investment securities
—00000000000000  —RVOC! - - - 468741 8430574 701,174 - 9,600,489
—00oooooooo —FVPL - - - - - 190,336 10,300 200,636
—000000mono — amortised cost (gross) - 122,554 370,074 988,002 11,975,761 6,859,360 - 20,315,751
gooooo Placements with the Exchange Fund - - - - 38344414 34,074,172 - 72,418,586
684,604 13325595 54174201 9,315,477 97,763,573 67,020,463 3,481,328 245,765,241
L Liabilities
goooooo Debt securities issued - 2,237,110 23,252,232 44,596,880 75,208,900 9,874,208 - 155,169,330

- 2,237,110 23,252,232 44,596,880 75208900 9,874,208 - 155,169,330

0o00o0 O0OODO oooo
oooo ooo oo
gooo gooo Over Over Over 0ooo

Repayable Upto  LImonthto 3 monthsto 1yearto QOver oo oo
on demand Imonth  3months 1year 5 years 5 years Undated Total
ooo ooo ooo ooo ooo ooo ooo 0oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

gooooooooonoo As at 31 December 2024
oo Assets
gooooomooo Cash and short-term funds (gross) 013,754 23854077 27,885,000 - - - - 52652831
gooooooooooo Loans with 100% guarantee from the
Government 42060 1179226 1803777 8549,097 41,141,100 30,067,438 - 82,782,698
oooo Loan portfolio
—0000000000 —FVPL = = = = = - 259858 2596858
—000o0o0omoon — amortised cost (gross) 312 126,069 118,207 632,746 3,811,014 5,490,076 335 10,178,759
oooo Investment securities
—00000000000000  —RVoCl = 155,098 = 592,321 2871131 97,265 = 3721821
—0000000000 —FVPL = = = = = = 9,774 9,774
—000000mooo — amortised cost (gross) = 232,882 8584 2,292,09% 9823178 2,153,578 - 15110320
gooooo Placements with the Exchange Fund - - - 3771157 14743389 30,730,138 - 49244684
956,126 25547352 29815568 15837419 72305818 69,138,495 2,606,967 216,297,745
oo Liabilities
ooooooo Debt securities issued - 3909800 23373275  35090,701 79,381,796 6,544,064 - 148,299,636

- 3900800 23373275 35090701 79381796 6544064 - 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 techniques.
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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.

EEREESARAT DDODODO0oo 303



00000000 Notes to the Consolidated Financial Statements

goooooooooDboDbD
0oooooooooobooon
ooooooooooooo
oooooooooOoooo
oooooooOoooooo
gooooooooooboobo
goooooooooDboDbD
oooocoobooo

oooooooocOooooo
ooooooooooooo
oooooooOooooono
oo0oooooooooooo
oo0ooooooooooo
ooooooooooooao
oooooooooOoooo
oooooooboooooo
ooooooon

o0oooooooooooo
ooooooooooooo
oooooooooOoooo
ooooooooooooo
ooooooOooooono

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 a 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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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.

Insurance contracts issued

FERRBAN

HREAER  BREAER HEs HiEn
(NERBRR) (BEERR) (NRERR) (BEERR)

RREL* EE EE heg Heg
Impacton  Impacton  Impacton Impact
profit before  profit before equity on equity
Changein  taxnetof tax gross of net of gross of
HK$'000 assumptions* reinsurance  reinsurance  reinsurance  reinsurance
oooooooono Property price growth
percentage -0.5%  (1,805,577)  (1,839,549)  (1,649,652)  (1,610,393)
ooo Mortality rates -10.0% (991,943)  (1,006,314) (932,901) (925,007)
0o Expenses +10.0% (173,851) (176,082) (172,588) (174,819)
ooo Default rates +10.0% (2,075) (2,335) (2,105) (2,371)
oooooo Non-death termination rates +10.0% 12,113 12,645 10,517 10,390
ooooooo Insurance contracts issued
oooooo DOoOoooo ooo ooo
0000000 DOODOOD 0DDOODOCDO DO0ODDOO
ooo ooo ooo ooo
Impact on Impact on Impact on Impact on
profit before  profit before equity equity
Change in taxnetof  taxgross of net of gross of
HK$'000 assumptions*  reinsurance  reinsurance  reinsurance  reinsurance
ooooooooo Property price growth
percentage 05%  (1,747.88Y) (1,795,057) (1,486,789) (1,426,673)
ooo Mortality rates -10.0% (784,932) (785,090) (706,880) (678,761)
oo Expenses +10.0% (101,587) (101,587) (96,653) (96,653)
ooo Default rates +10.0% (2,988) (3311) (2,907) (3,281)
oooooo Non-death termination rates +10.0% 13,254 13238 11,259 10,287
* 0ooooooooooog * The impact on change in the assumptions shown in the above

oooooooooooo
goooOooooooOooo

O000DO00DoO0oOooOoO )
oo Group at fair value.

table covers entire insurance portfolio, part of which, mainly
reverse mortgage loans, are held in the loan portfolio of the
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3.6. ERIEERERNAFEE 3.6. Fair values of financial assets and liabilities

(@ RAFEME
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(@) Fair value estimation

The following table shows financial instruments
recognised at fair value, by valuation method.

2024

£-B el S 3] ooo ooo ooo oo
Level 1 Level 2 Level 3 Total Level1 Level2 Level3 Total
iR TEr TER TER ooo ooo ooo ooa
HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
8E Assets
0o0ooo Derivative financial instruments - 1,668,020 - 1,668,020 - 664,618 - 664,618
gooooo Loan portfolio, net
—0000000000 —FRvRL = - 3470628 3,470,628 - - 2,596,858 2,596,858
oooo Investment securities
—0000000o —Fvocl
gooooo 8,937,256 663,233 - 9,600,489 3,605,206 116,615 - 3,721,821
—00000000 —FVPL
oo 10,300 - 190,336 200,636 9,774 - - 9,774
gooooo Placements with the Exchange Fund - - 72418586 72,418,586 - - 49244684 49,244,684
8,947,556 2,331,253 76,079,550 87,358,359 3,614,980 781233 51841542  56.237,755
af Liabilities
0oooon Derivative financial instruments - 559,693 - 559,693 - 1,740,649 - 1,740,649

ooooooooooooo
oooooocoOoooooo
oooooooooon

() OOooooooo

ooooOoooooo
ooobooobooon
oooobOooboon
ooobooooon
OoooO0oooooo
oCooooooooao
oooooOooooo
oooooooooan
oobooooobooon
ooobooobooon
ooooooboooo
Oooooooooo
ocooooOocoooo
ooooOoooooao
oooooOooooan
oooooOoooon
ooobooooon
ooo

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
qguoted 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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(i)

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.



oooooo Placements with the Exchange Fund

ooooocooooo
ooooOoooooao
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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.

oooboboooboon
oboooooo

Movement in Level 3 fair value measurement as
follows:

2025 2024
NAFEEL

UAFER{LA FHARRMN HNEES 000ODOOOO 0ooo
BHENEFRAS RERE ¥% 0000000 00
Loan Investment Placements with Loan  Placements with
portfolio securitiesat  the Exchange portfolio the Exchange
at FVPL FVPL Fund at FVPL Fund
ThT TR TR ooo 0oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooooo As at 1 January 2,596,858 = 49,244,684 1,907,045 34,070,393

000000  Gainsand losses

ooooo recognised in
profit or loss 98,964 14,559 3,173,902 (210,636) 1,374,291
oo Placement - - 20,000,000 = 13,800,000
oa Withdrawal - - - - -
oa Additions = 175,777 - - -
oo Drawdown 853,972 - - 942,198 -
oo Repayment (77,075) - - (40,403) -
oag Amortisation (2,091) - - (1,346) -
00000000 Asat 31 December 3,470,628 190,336 72,418,586 2,596,858 49,244,684
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(b) AFUAFEFENEREE (b)  Fair values of financial assets and liabilities not
MEENATLE measured at fair value
O0o00D0ooOooOooooo The carrying amounts of the Group’s financial
OD000oO0oooooooao instruments not presented on the Group’s statement of
ooooooooooood financial position at their fair values are not materially
ooooooooooooog different from their fair values as at 31 December
ooooooooooooog 2025 and 31 December 2024 except for the following
O00ooOoooooooo financial instruments, for which their carrying amounts
O000ooooooooo and fair values and the level of fair value hierarchy are
Oo0oooooooooo disclosed below:
goooOoooooooaon
oo

REE 000
Carrying AVE %-R %R Carrying ooo 0oo 0oo

amount  Fair value Level 1 Level 2 amount Fair value Level 1 Level 2
TEn TEr ThR Tan ooo ooo 000 0oo
HKS'000  HK$'000  HK$'000  HK$'000 HKS'000 HK$'000 HK$'000 HKS$'000

SHEE Financial assets
gooo Investment securities
—[0000000 — amortised cost 20,308907 20,476,800 17,483,664 2993136 15105470 14820124 11614626 3,205,498
SREE Financial liabilities
goooooo Debt securities issued 155,169,330 155,358,334 - 155358334 148299636 148,086,035 - 148,086,035
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The following methods and significant assumptions
have been used to estimate the fair values of financial
instruments:

(i)

(i)

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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V)

(vii)

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

ooooooo and the CAR as at the end of the reporting period.
2025 2024
FET ooo
HK$'000 HK$’'000
00000 300 Share capital (Note 30) 39,000,000 26,500,000
oo Reserves 9,419,421 9,032,222
oooo Impairment allowance 87,328 71,803

ood Deductions:

—ooboobooboo

— investment in regulated subsidiaries (40,000,000) (27,500,000)

—0og (789,845) (640,826)
oooooo Total capital base 7,716,904 7,463,199
oooono Capital Adequacy Ratio 18.1% 19.9%

314 The Hong Kong Mortgage Corporation Limited Annual Report 2025



38. SRS ERERABEZHE 3.8. Offsetting financial assets and financial liabilities

Ooooooooooooooon The disclosures set out in the tables below pertain to
OooooOooooooooooo financial assets and financial liabilities that are not offset in
do0d0ooOoooooooooo the Group’s consolidated statement of financial position but
O000000DO00O0OO0OOoDOoooO are subject to enforceable master netting arrangements or
000000 O0DoOooooooon similar agreements that cover similar financial instruments.
O000o0oooooooooon The disclosures enable the understanding of both the gross
ooooo and net amounts, as well as provide additional information

on how such credit risk is mitigated.

2025 2024
REEEREGSHBRRE 0000000000000
GaE% HENEE 0000 ooooo*
bVEL Related amount oooo Related amount
IREE not set off in 0oo not set off in
Carrying  the consolidated statement Carrying the consolidated statement
amounts of financial position* amounts of financial position*
onthe ——— on the
consolidated fT££BIA consolidated oooooo
statementof  Derivative = BE&EAR FE*  statement of Derivative 00000 oo+
financial financial Cash Net financial financial Cash Net
position  instruments collateral amount* position instruments collateral amount*
TER TER TAR TAR ooo 0oo ooo ooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
SREE Financial assets
goooooo Positive fair values for
ooooo derivative financial
instruments 1,668,020 (436,303)  (1,219,196) 12,521 664,618 (646,152) (17,552) 914
SRER Financial liabilities
ooooooao Negative fair values for
ooooo derivative financial
instruments 559,693 (436,303) (117,365) 6,025 1,740,649 (646,152) (297,386) 797,111

# 0Oo0o0oo0oo0O0ooOoooooooo # Amounts under “Related amount not set off in the consolidated
O0000000O00O00O0oOOoO statement of financial position” represent the amounts of financial
00o000o0oooooooooog liabilities/assets position that are subject to netting arrangements or
ooooooo similar agreements including CSA.

& 00000000000 D0O0O000 * Net amount represents financial assets/liabilities that are subject
00O00oO0oo0ooooooooooa to netting arrangements or similar agreements but the Group’s
000000 DOO0ODOOoOoOoOO0OOooO counterparty does not have equivalent financial liabilities/assets
oooooooooooooooo position with the Group to offset upon default.
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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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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%

gooooooooooon
As at 31 December 2024

50 100 200

Syears  10years  20years

437% 4.32% 4.95% 4.36%

300
30years

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;

o 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
quantity 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
(a) 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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Segment information

The Group is principally engaged in asset purchase and servicing,
general insurance and life insurance businesses in Hong Kong.
Other activities such as debt issuance to fund the loan purchase
and investment to reinvest the surplus funds from loan receipt are
considered ancillary to asset purchase business.

General insurance includes mainly mortgage insurance, reverse
mortgage and SME financing guarantee businesses. Life insurance
includes annuity business. Asset purchase and servicing include
loan acquisition business and other activities such as debt
issuance.

The following tables represent revenue, profit and other
information for operating segments of the Group.

REEER
HAEERE 2 PR
Asset —RRR ABRR Inter-
segment st
and servicing insurance insurance elimination Total
FHT FAT FaL ThT FhT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

purchase General Life

BE-B-REt-R=t-HLEE

Year ended 31 December 2025

fo0o0mooo Net interest income/(expense) 589,273 259,770 (67,678) 4,581 785,946
ooooooo Net insurance business results = 190,178 (4,302,094) 101,424 (4,010,492)
oooomooo Other income/(expenses) 317,860 701,973 2,479,136 (125,830) 3,373,139
oooomoon Operating income/(loss) 907,133 1,151,921 (1,890,636) (19,825) 148,593
oooo Operating expenses (584,040) (34,432) - 224,794 (393,678)
oooooOoOOCmOonO Operating profit/(loss) before impairment 323,093 1,117,489 (1,890,636) 204,969 (245,085)
oooooo Change in impairment allowances (11,602) (63) 232 - (11,433)
loooomooo Profit/(l0ss) before taxation 311,491 1,117,426 (1,890,404) 204,969 (256,518)
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00000000D0000D00000D  Yearended 31 December 2024

ooooo
oooooo
Asset

purchase
and servicing
0oo
HK$'000

oooo
General
insurance
ooo
HK$'000

oooo
Life
insurance
ooo
HK$'000

ooooo
Inter-
segment
elimination
ooo
HK$'000

oo
Total
ooo
HK$'000

oo0oomooo Net interest income/(expense) 432,744 331,252 (146,035) = 617,961
goooooao Net insurance business results = (647,213) (1,594,263) 209,948 (2,031,528
0o0oomooo Other income/(expenses) 308,886 162,772 1,221,874 (435,498) 1,258,034
oooomoaoa Operating income/(loss) 741,630 (153,189) (518,424) (225,550) (155,533)
oooo Operating expenses (566,343) (20,685) = 224,862 (362,166)
00000D00000mOno Operating profit/(loss) before impairment 175,287 (173,874) (518,424) (688) (517,699)
gooooo Change in impairment allowances (34,454) (221) (230) = (34,911)
00000mMmooo Profit/(loss) before taxation 140,833 (174,10) (518,654) (688) (552,610)
BEEER
HAERRE bk E
Asset —RRR AERR Inter-
purchase General Life segment @t
and servicing insurance insurance  elimination Total
TR TiEx TiEn TiEx TiEx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R=B-RF+-A=+-H As at 31 December 2025
oooao Segment assets 171,691,013 26,777,816 56,409,915 (2,453,262) 252,425,482
oooa Segment liabilities 163,222,521 8,150,022 33,300,341 (3,462,354) 201,210,530
aooooo
agooooa aoooo
Asset oooo oooo Inter-
purchase General Life segment oo
and servicing insurance insurance elimination Total
000 000 000 000 000
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
0oooooooooooo As at 31 December 2024
oooa Segment assets 165,630,756 24,736,861 34,361,081 (2902,522) 221,826,176
oooa Segment liabilities 157,586,492 6,984,385 22,112,903 (3,724,339) 182,959,441
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2025 2024
FH&x oono
HK$'000 HK$’000
oooo Loan portfolio 698,224 757,120
gobooooooooon Loans with 100% guarantee from
the Government 2,604,722 4,533,483
goooooo Cash and short-term funds 1,541,078 2,048,875
goood Investment securities 951,569 806,736
5,795,593 8,146,214
FEETH 7. Interest expense
2025 2024
F#&xT 000
HK$’'000 HK$’000
JdddoOooOooooo Bank loans and debt securities issued 4,836,298 7,363,943
gooo Lease liabilities 6,529 8,338
oo Others 166,820 155,972
5,009,647 7,528,253
000000000000 OoOooooOon All interest expenses are for financial liabilities that are not at fair
oooooooao value through profit or loss.
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8. f{REEWIA 8. Insurance revenue

000000000000 oooooo The table below presents an analysis of the total insurance
revenue recognised in the year:

2025 2024

Frass Frass ooo ooo

RBedH BRREN by 0000 00000
Insurance  Reinsurance Insurance  Reinsurance

contracts contracts contracts contracts
issued issued Total issued issued Total
ThRT TER TET ooo ooo 0oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

EESTRREASBNEE Amounts relating to the changes
in the liability for remaining

coverage
0000000000000 Expected insurance service expenses
incurred in the period a 707,389 7,966 715,355 449,877 4743 454,620
000000000000  Change in the risk adjustment
for non-financial risk b (40,416) 55 (40,361) (66,511) 19 (66,492)
ooooooooo Amount of CSM recognised in profit
ooooono or loss © 742,103 = 742,103 677,693 = 677,693
EERERREERSHEEN Amounts relating to recovery of
&8 insurance acquisition cash flows
000000000000  Allocation of the portion of premiums
agooooooon that relate to the recovery of insurance
acquisition cash flows d 287,166 - 287,166 254,209 = 254,209

REERA Insurance revenue 1,696,242 8021 1,704,263 1,315,268 4,762 1,320,030

ooo Notes:

a. 000000000 0OoOooooooon a. Expected insurance service expenses incurred in the period comprise claims
J00000O0O0O0O00OO0DO0OOoOooooOoo and other expenses which the Group expects to pay on insured events that
0O0oo0oo0ooooooooooooo occurred during the period. Refer to Note 2.22(f) for the full list of the cash
00000 2.22(H0 flows included.

b. 0000000000 OOoDOooooooO b. Change in risk adjustment shows amount of risk which expired during the
00000O0O00ooooao2.220 period. Refer to Note 2.22 for the details of accounting policy.

c. 000000 oOoooooooooooog c. The CSM is recognised in profit or loss over the coverage period of the
0000000000000 00 4.4(d)0 corresponding group of contracts based on coverage units. Refer to Note

4.4(d).

d. 000000000 O0O0OO0OoOooooon d. Acquisition cash flows are allocated in a systematic way on the basis of the
0O000O0OD0OO0ODOO0OO0O0OoOoOoDooOoDOoOg passage of time over the coverage period of the group of contracts. Refer to
00 2.22(e)0 Note 2.22(e) for details of accounting policy.
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Net finance (expenses)/income from insurance
contracts issued/reinsurance contracts issued/
reinsurance contracts held

The table below presents an analysis of net insurance finance
result recognised in profit or loss and OCI in the year:

iR & N R BT TS Insurance finance (expenses)/income
(ZdH) A from insurance contracts issued
oooo Interest accreted (1,226,201) (885,204)
0000000000000 0 @ Effect of changes in interest rates and
other financial assumptions (1,497,112) 429,217
oobDOoobOoobooobOon Effect of measuring changes in estimates
o0ooooooooo at current rates and adjusting the CSM
ooooooog 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)
oooo Represented by:
gooooooao Amounts recognised in profit or loss (2,598,453) (413,039)
O0o0o0O00ooooooon Amounts recognised in OCI (152,206) 339,509
i BRRENNRER Insurance finance (expenses)/income
B (2 ), WA from reinsurance contracts issued
oooo Interest accreted (11,082) (7,282)
0000000000000 0 @ Effect of changes in interest rates and
other financial assumptions (15,454) 3,601
gobDoobOoobooobOon Effect of measuring changes in estimates
ooooooooooo at current rates and adjusting the CSM
ooooooo at the rates on initial recognition - 1,800
oobooooooooono Changes in non-performance risk
of reinsurer - =
s BRREANEE HFEEE Net finance expenses from
reinsurance contracts issued (26,536) (1,881)
oooo Represented by:
ooooocooo Amounts recognised in profit or loss (26,536) (1,881)
doooooooooon Amounts recognised in OCI - -
i BERREHANEREETFE  Reinsurance finance income/(expenses)
WA (ZH) from reinsurance contracts held
oooo Interest accreted 28,322 16,118
oooooooooooooon Effect of changes in interest rates and
other financial assumptions 36,190 (25,026)
obooooodoooonoon  Effect of measuring changes in estimates
oooooooooooo at current rates and adjusting the CSM
oooooo at the rates on initial recognition (8,424) (100,854)
0Joo0D0oooooooon Changes in non-performance risk
of reinsurer (2,644) (4,544)
FIEFEBRREHNNITE Net finance income/(expenses) from
WA (ZH) R reinsurance contracts held 53,444 (114,306)
oooo Represented by:
oooooood Amounts recognised in profit or loss 23,060 10,268
oooooooooood Amounts recognised in OCI 30,384 (124,574)
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10.MEAFHERREEHOH(H

X))/ WNFEH

contracts held

00000000000 000O Expected recovery for insurance service

2025

THERT
HK$'000

10. Net [(expenses)/income from reinsurance

2024
aooo

HK$’000

expenses incurred in the period (4,883) (6,476)
ooooooooooon Change in the risk adjustment for
non-financial risk 11,943 13,159
oooooooooooO CSM recognised in profit or loss (85,244) (75,073)
ooooooooo Amount relating to the changes in
O0Do0oDooooog the assets for remaining coverage (78,184) (68,390)
goooooooooooo Amounts recoverable for claims and
ooooo other expenses incurred in the period 29,357 28885
ooooooooooooo Changes in amounts recoverable
ooooood arising from changes in liability
for incurred claims 4,715 1,584
0o00Do0ooooooooo Changes in amounts recoverable arising
oooooooood from changes in risk adjustment for
non-financial risk 4,330 5,802
oopooooooooo Changes in fulfilment cash flows which
oooooooo relate to onerous underlying contracts 35,001 388,591
0do0Doooooooon Amount recoverable from reinsurers 73,403 421,312
FEBEBRBREAN (X)), Net (expenses)/income from
WA FE reinsurance contracts held (4,781) 352,922
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gooooboooobooo

11. Other income

Income from placements with the

2025 2024
goo
HK$’000

TR
HK$'000

Exchange Fund 3,173,902 1,374,291
oooo Exchange difference 228,366 (187,457)
000000 OoOmoO*  (Loss)/gain from derivatives and hedging™ (154,354) 238,006
ooooooooooo Net gain/(loss) on investments at fair value
oooomooodo through profit or loss 14,983 (48)
000000o0ooooooon Net gain on disposal of investments at FVOCI
ogoooooooon = 400
ooboooboooooon Net change in fair value of loan portfolio
00 0O 3.6(a)(ii)d (Note 3.6(a)(iii) 98,964 (210,636)
ooooooooo Dividend income from listed investments 272 289
oooooo Administrative fee income 8,791 9,042
oo Others 2,215 34,147
3,373,139 1,258,034
* 00000 m@moomooooooono * (Loss)/gain from derivatives and hedging represented the aggregate of (i)

ooOo@nooooooooooooooo
go0oob20000000000006.3100
gooooO0oo0ooOoo0oO022700000
000005310000 @MoOoooO0n
go0ooOooOoO0OOoOooOooOoooooOoo

goo0oOoO0o0oz217y00moocoooon

01380000

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).
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12. #MHEISHZH

12. Expenses by nature

ooooo0oooooOOoOoOooCcOoOon

An analysis of the expenses incurred by the Group in the reporting

period is included in the table below:

2024
ooo
HK$’000
ooooo Staff costs:
—oooon — salaries and benefits 478,111 458,385
—ooooo — pension costs — defined
—Q0ooooo contribution plans 21,210 26,280
ogooo Directors’ fees - -
oobooobooobooooo Emoluments in respect of directors’
o0ooooooooo other services in connection with
the management of the affairs of the
Company:
—O0o0o0ooooo — salaries, allowances and bonus 6,836 8,065
—O0o00000000oao — retirement scheme contributions 561 726
00000 250 Depreciation (Note 25) 105,565 89,748
goooooo Financial information services 17,525 16,201
ooo Consultancy fees 103,071 97,741
ooooooooo Marketing and advertising expenses 45,230 40,813
ooo Premises 15,207 17,602
oooooo Other operating expenses 66,631 59,282
oo0oDoooooooooon Recovery of operating expenses from
oo0ooDoooooooo 100% SFGS and DLGS (Note 31(a))
O000moog31@o (150,842) (166,388)
709,105 648,455
ogboooooobooooo Amounts attributed to insurance acquisition
ooooood cash flows and other directly attributable
expenses (315,427) (286,289)
oooooo Other operating expenses 393,678 362,166
ooooag Claims and benefits 1,191,530 787,624
0ooooooooon Losses on onerous insurance contracts 1,629,349 2,257,995
oo00oooDooooo Amortisation of insurance acquisition
cash flows 287,166 254,209
goooddo Insurance service expenses 3,108,045 3,299,828
3,501,723 3,661,994
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13. #ZENEHEN &

13. Auditor’s remuneration

2025 2024
FERT oooQ
HK$’'000 HK$’000
gooo Audit services 4,927 4,605
gooo Other services 3,215 4,382
8,142 8,987
14. R{EBEES) 14. Change in impairment allowances
2024
ooo
HK$’000
00D00oomoos.2c)o Cash and short-term funds (Note 3.2(c)) 1,920 1,502
ooooo Investment securities:
—ooooooo — amortised cost (Note 3.2(d)(i))
000 3.2d)3@0 1,994 179
—000000DoOoO — FVOCI (Note 3.2(d)(ii))
0000000 3.2(d)ii)o 1,711 147
gopooooooooo Loan portfolio, including loan
000 3.2b)0O commitments (Note 3.2(b)) 5,808 33,083
11,433 34,911
15. $ilE 15. Taxation
(a) HZeWBERABVBIES : (a) Taxation in the consolidated income statement

represents:

2025

FEx
HK$'000 H

2024

goo

K$°000

oooood Hong Kong profits tax:
—0o0oDoDOo0Dooooog — current tax on profits for the year 764,309 50,650
—Qoooooo — adjusted in respect of past years (42,898) -
ooooo Deferred taxation:
—oooogd — credit for current year (869,037) (185,220)
(147,626) (134,570)
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O000oO0oO0oOoOooOooooan Hong Kong profits tax has been provided at the rate of 16.5%
16.5%1 0 0 0 O 0016.5%00 O O (2024: 16.5%) on the estimated assessable profit for the
OoooOoooooooooooo year. Deferred taxation is calculated in full on temporary
000165% 0000 00 16.5%0 differences under the liability method using a principal
0000000000 ooooo taxation rate of 16.5% (2024: 16.5%).

O0000O0DoO0O0oO0oOoOoOoooa The taxation on the Group’s loss before taxation differs from
Oooooooooooooood the theoretical amount that would arise using the taxation

rate of Hong Kong as follows:

2024
ooo
HK$’000
oooono Loss before taxation (256,518) (552,610)
0 16.5% 0000 00 16.5%0 Calculated at a taxation rate of 16.5%
ooooo (2024: 16.5%) (42,325) (91,181)
ooooo Tax effect of:
—O0oooooad — income not subject to taxation (398,100) (443,699)
—dooooog — expenses not deductible for
taxation purposes 336,525 415,517
—oooooog — tax losses not recognised 3,683 5,060
—doo0oooooood — utilisation of tax losses previously
not recognised (30,812) -
— 0o — others (16,597) (20,267)
HIERE Taxation credit (147,626) (134,570)
(b) EABMRARAMBIERES : (b) Provision for taxation in the statement of financial

position represents:

2024
ooo
HK$’000

oooooo Current tax assets (included in
oooooooom “Other assets”) - 38
oooooo Deferred tax assets 711,730 —
711,730 38
gooooo Current tax liabilities 684,399 223,782
gooooao Deferred tax liabilities - 174,488
684,399 398,270
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oboo0o00omobooboOoooo
oboboooooo

The major components of deferred tax liabilities/(assets) and
the movements during the year are as follows:

HERER
Hitfife
MEFBRE Impairment RBRENER
Accelerated allowances Insurance
tax and other hEEE contract faEg
depreciation provisions Tax losses liabilities Total
TR TR THERT THERL THR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
0000000000  AsatlJanuary 2024 8,373 (7,129) (143877) 449,887 307,254
0000000000 Charged/(credited) to
income statement 268 (6,077) (26,244) (153,167) (185,220)
0000000000  ChargedtoOCl - - - 52,454 52,454
ooooon As at 31 December 2024
0000000 8,641 (13,2006) (170,121) 349,174 174,488
0ooooooo Charged/(credited) to
gooo income statement 9,635 (2,127) (363,915) (512,630) (869,037)
0000000000  CreditedtoOC - - - (17,181) (17,181)
R-B-R1& As at 31 December 2025
+ZA=1-H 18,276 (15,333) (534,036) (180,637) (711,730)

oooocOooOoOooOoOooOoooo
oooocooOoooOoOooOoooo
oboobOCcoobOoocooooo
obooO0oobOooO0ooboooo
oboooobOoobOoDooooo
ooooOoooooooooon

oooOoooooOoooooooo
oooooooooo

There was no significant unprovided deferred taxation as
at 31 December 2025 and 31 December 2024. Deferred tax
assets are recognised due to the temporary difference to the
extent that sufficient future taxable profits will be available
for realisation. The unused tax losses can be carried forward
indefinitely.

There is no significant amount of deferred tax assets/
liabilities to be settled within twelve months.
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16. IERBHPES 16. Cash and short-term funds
2025 2024
FET ooo
HK$'000 HK$’000
oooo Cash at banks 656,908 913,754
goooooo Time deposits with banks 63,887,276 51,739,077
O0o0O00OO0o0O0Oa0 Gross cash and short-term funds 64,544,184 52,652,831
ooooooooooon Impairment allowance on cash and
000 3.2(c)d short-term funds (Note 3.2(c)) (7,569) (5,649)
64,536,615 52,647,182
0000000 DDODODODOOOO For the purposes of the statement of cash flows, cash and
0000000000 OoOoOoOoooog cash equivalents comprise the following balances with original

maturities of three months or less.

2025 2024
F#&x oono
HK$'000 HK$’000
oooo Cash at banks 656,908 913,754
goooooao Time deposits with banks 62,035,276 41,562,077
Oo0oOo0ooooo Cash and cash equivalents 62,692,184 42,475,831
17. FEWFI B REESR 17. Interest and remittance receivables
2024
ooog
HK$’000
goooo0oooooao Interest receivables from:

—Oooooono — interest rate swap contracts 2,076,773 2,575,665
—QOooono — investment securities 268,596 191,886
—Ooooooo — time deposits with banks 202,845 297,330

O0oooooooo Interest receivables and instalments,
Ooo0ooooooo in transit from loan portfolio 164,681 156,498

2,712,895 3,221,379
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18.

4=

11

(a)

$&mMTR

TAETRIER

obooO0oobOooO0ooboooo
oooooo

oooocOooOoOooOooOooOooooo
oooOoooooocoOOooooo
oobooooOoooOoOooOoooo
oO0oo0oo0oOoo0OooOooOoooo
O00Oo0o00O0o0ocoDOOooooo
oooooooooooooooo
oooboocooooooooooo
oooocOooOoO0ooOoOoooooo
ooooOoooOooooooooo
oooooOoooooooooao
oo

oooob0ooooocooooooo
cooocOooOoOooOoOoooooo
coooooOoooooooooo
ooooooooooOooooo
ooooOoOoO0o0OO00O0O0000o
o0D0o0o00O0o0ooooooooo
ooooboooooooooooo
oodo00o0oOoOOoOoOoOoO
ooooooooooOOooooo
oooOooooooooooooo
ooooOooOOoO0ooooOoooo
oo0o000o0o0ooOoO0OoOoooo
OO0ooOO0oO0oOoOooooooon

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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ooo
AVE 0ooo ooo
Contract/ Fair values Contract/ Fair values

notional BE =1 notional oo oo
amounts Assets Liabilities amounts Assets Liabilities

TR FET FHT ooo ooo ooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

000o00o0ooooo Derivatives not qualified as hedges
ooooa for accounting purposes
—0000 — interest rate swaps 6,192,459 30,058 (10,002) 4,601,054 35,329 (2,802)
—0000 — currency Swaps 16,332,554 86,411 (146,096 8,109,388 152,812 (8,338)
—000000 — currency forwards 8,334,502 8,086 (6,078) 2,878,363 5204 (3,024)
124,555 (162,176) 193,345 (14,164)
ooooooooa Fair value hedge derivatives
—Q0ooo — interest rate swaps 124,594,277 817,474 (169,045) 110,629,191 212,397 (596,795)
—00oo — currency Swaps 51,268,045 723,893 (228,472) 52,465,683 258420 (1,127,930)
1,541,367 (397,517) 470,817 (1,724,725)
ooooooooa Cash flow hedge derivatives
—oooo — currency swaps 389,175 2,098 - 388,397 456 (1,760)
2,098 - 456 (1,760)
oDoooooao Total recognised derivative
oomoomao assets/(liabilties) 1,668,020 (559,693) 664,618  (1,740,649)
(b) ¥ihiEED (b) Hedging activities
O00O0D0O0oOoooooooooo Derivatives may qualify as hedges for accounting purposes if
O000oOooooooooooo they are fair value hedges or cash flow hedges.
goooooood
(i) DFEHH ()  Fair value hedges
ooooooooooooo The Group’s fair value hedge principally consists of
ooooooooooooo interest rate and currency swaps that are used to
ooooooooooooo protect interest rate risk and foreign currency risk
ooooooooooooo resulting from any potential change in fair value of
ooooo underlying debt securities issued.
@iy BESREH (i)  Cash flow hedges
ooooooooooooo The Group hedged the portion of foreign exchange
O000O0ooooooooo risks arising from variability of cash flows from foreign
Ooooooooooooog currency denominated financial instruments using
oooog currency swaps under cash flow hedge.
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REEER
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ooooooooooooooocoooo
ooooooooooooooocoooo
oooooOooooooooocoooo
oooooooOoOoooooOooooon
ooooooobOoooooooooo
ooooo

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.

EHBZRBESARAT D0DODO0O0oOo 339



00000000 Notes to the Consolidated Financial Statements

gbooboooooOoobOobOooDbo
0oooooooboooObOoOoODoODoOD
ooo00oooOoooooOoooonooo
oooocooOoooooo

oo0oooOooOo0ooo0OOoon0OO25%00
ooooooooooOoODOOOODOOD
gdoooooooooooooooo
ooooao

oo0ooooooOoobOoocooon
ooooooOooooooooo

ooo0oooOO0oooooooooooo
oo0oooO0oooOooooOOooooo
ooo0ooocoOOoooooOoooooo
ooooOoOoooooOOoooooooo
oooooooOoooooOoooo0On
oooooooOooooOOOoOoooO0OO
o0o00ooOoDoDOoooOoOooomooo
ooooooooooOoOoOooooon

ooboooboooboooog

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.

A

aooo
HK$’000

Loans with 100% guarantee from

the Government under:

—Ooooopoooooooo — 100% SFGS 63,158,310 82,555,165
—OooooDooooooo — 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
‘e
2025 2024
FHERT ooo
HK$°'000 HK$’000
oooooooo Residential mortgage portfolio 3,434,736 2,572,791
gooooag Other loan portfolio 35,892 24,067
3,470,628 2,596,858
(b) REHERAIIRMEREAS (b) Loan portfolio at amortised cost

2025 2024
FERT ooo
HK$°000 HK$’000
oooooooo Residential mortgage portfolio 2,860,377 2,816,547
oooo Infrastructure loans 8,786,195 7,290,487
oo Others 54,069 71,725
11,700,641 10,178,759

OOooooOoooo3.2b0 Allowance for loan impairment

(Note 3.2(b))

—O0O00ooooo — residential mortgage portfolio (9,738) (6,849)
—Q0ooo — infrastructure loans (61,501) (52,940)
— 00 — others (328) (1,853)
(71,567) (61,642)
11,629,074 10,117,117
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(c)

EMBERFEEFLERES [c) Total allowance for loan impairment as a percentage
EREERSEHRIESE of the outstanding principal balances of the loan
portfolio

2025 2024

000O0o0oOoooooog Total allowance for loan impairment

oooooo as a percentage of the gross
loan portfolio 0.61% 0.61%
Ooo0oOooooooooooo Allowance for loan impairment has been made after taking
oooooo into account the current market value of the collateral.

2025 2024

odooooooooooog Gross impaired loan portfolio as a

0000000 0O0o 3.2g0 percentage of gross loan portfolio
(Note 3.2(g)) 0.08% 0.02%
21. EHFHE 21. Investment securities
(a) DAAFHEEBILHAAEBEZE (a) Investment securities at FVOCI
PR IR
2024
ooo
HK$’000
ooooooooooog Debt securities at fair value:
—ooood — listed in Hong Kong 5,022,290 1,846,255
—Oooooood — listed outside Hong Kong 3,914,966 1,758,951
8,937,256 3,605,206
—ooo — unlisted 663,233 116,615
O000ooooooooo Total FVOCI securities
ooooooo 9,600,489 3,721,821
ooo0oooooooooooan FVOCI securities comprise debt securities where the
booooooouoooooon contractual cash flows are solely principal and interest and
Hooooooonoooooon the objective of the Group’s business model is achieved both
0000000000000 DO _ o ;
00000000000 00000 by collecting contractual cash flows and selling financial

o0 assets.
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O00000ooOoooOoooooO FVOCI securities are analysed by categories of issuers as

go0ooooooooono follows:

2024
ooo

HK$’000
ooooooooo Banks and other financial institutions 3,794,428 971,385
oooo Corporate entities 2,266,625 837,460
oooo Public sector entities 1,709,871 1,044,727
oooog Central governments 1,829,565 868,249
9,600,489 3,721,821
O00DO00OO0O0OOoO0Oooooo The movement in FVOCI securities is summarised as follows:

oboboooooo

2025 2024
FHET ooo
HK$'000 HK$’000
oo0ooao As at 1 January 3,721,821 2,509,537
ood Additions 6,478,590 1,512,090
oooono Sales and redemption (763,205) (281,942)
ood Amortisation 2,494 1,746
ooooo Change in fair value 78,879 25,687
gooooo Exchange difference 81,910 (45,297)
Oo0ooooon As at 31 December 9,600,489 3,721,821
0000000000000 DoOO Information on the impairment, credit quality and the
000000032dooo Group’s exposure to credit risk are disclosed in Note 3.2(d).
(b) LIAFEZLEtANEEMES (b) Investment securities at FVPL
®’E
2024
ooo
HK$’000
Oo0o0o0oo0ooobooOoao Debt securities at fair value -unlisted
—0oag 190,336 -
00000000000 DOOOO Exchange-traded funds at fair value:
—0ooon — listed in Hong Kong 10,300 9,774
ooooooooooo Total FVPL securities
goodo 200,636 9,774
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O0000O0oOoOoOoOoOoOoooa The unlisted debt securities which represent subordinated
O0o00O0O0oDOoOO0oO0oOoDOoOoo notes held under the infrastructure loans securitisation and
o0o0ooooOoUooooooooo the exchange-traded funds do not quality for measurement
OO000O0O0oooooo at either amortised cost or FVOCI.
O00DO00OD0OOoO0O0OOoOoOooooo The movement in FVPL securities is summarised as follows:
ogoooo
2024
ooo
HK$’000
ooooao As at 1 January 9,774 9,870
ood Additions 175,777 -
ooooo Change in fair value 14,983 (48)
oooood Exchange difference 102 (48)
ooooooon As at 31 December 200,636 9,774
() FEHERAIIRNEBESHIRE (c) Investment securities at amortised cost

2025 2024

THET ooo
HK$'000 HK$’000

O0ooO0oOoODOOoOo0oogo Debt securities at amortised cost:

—Qooooag — listed in Hong Kong 6,958,294 5,715,799
—ooooooao — listed outside Hong Kong 10,411,116 6,190,447
17,369,410 11,906,246
—QOoono — unlisted 2,946,341 3,204,074
ddoooooooooo Gross investment securities
ood at amortised cost 20,315,751 15,110,320
000O0o0ooooooog Impairment allowance on
000000 3.2d0O investment securities at amortised
cost (Note 3.2(d)) (6,844) (4,850)
00o0oo0o0oooOoooo Total amortised cost securities 20,308,907 15,105,470
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O00000ooOoooOoooooO Investment securities comprise debt securities and

od infrastructure-related bonds.
OooOoooooooooooon The Group classifies investment securities at amortised cost
00000000000 0oOoooO only if both of the following criteria are met:
agoono
. Do0oO00O0O0oO0OoOoOooaQ o the asset is held within a business model with the
oooooooooo objective of collecting the contractual cash flows; and
. OO0O0O0O00OoOoOoOoooo o the contractual terms give rise on specified dates to
D0o000ooOooOooooo cash flows that are solely payments of principal and
oooooooooo interest on the principal outstanding.
Oooooooooooooooo Amortised cost securities before impairment are analysed by
ooooooooo categories of issuers as follows:
2025 2024
THERT ooo
HK$'000 HK$’000
ooooooooo Banks and other financial institutions 3,621,581 4,520,414
oooag Corporate entities 9,102,040 6,149,201
oooo Public sector entities 3,151,464 1,936,527
oo0oo Central governments 3,205,011 2,002,795
doooooood Others (infrastructure-related bond) 1,235,655 501,383
20,315,751 15,110,320
D00D0000o0D0ooooooog The movement in amortised cost securities before
ooooo impairment is summarised as follows:
2025 2024
FHERT ooo
HK$'000 HK$’000
oooono As at 1 January 15,110,320 14,578,656
oo Additions 8,201,665 6,434,043
goooo Sales and redemption (3,143,421) (5,848,597)
oo Amortisation 9,401 68,635
oooood Exchange difference 137,786 (122,417)
oooooooo As at 31 December 20,315,751 15,110,320
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22. SMEREFEM
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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. MBASIRE 23. Interests in subsidiaries

0o0o0o0oO0oo0oooooooooo Details of the principal subsidiaries of the Company as at 31
ooooooooooo December 2025 are as follows:
RN
iR NG| (HERKBA)
(FHRBA)  FBERANEL
ERTRAZRAHE FERANEI R Percentage of
(ReEER) Percentage of  shares held by
TR L 2 Particulars of issued and sharesheldby  the Company's
Place of TEER fully paid up share capital the Company subsidiary
incorporation Principal activities (Class of shares) (orits nominee)  (or its nominee)
0oD0000oo0O oo 0000000000000 1,0000000 0000 100% oono
HKMC Mortgage Management Limited Hong Kong 0000000DDOOD  HK$L,000,000 (Ordinary) N/A
000000000000
0000000o0oooo
oo
Mortgage purchase and
servicing, servicing of
outstanding microfinance

loans, and origination of
reverse mortgage loans and
policy reverse mortgage
loans, all for the Group

oooooooooa oo oooooa 15,000,000,0000 @ O0O00O 100% ooo
HKMC Insurance Limited Hong Kong General insurance business HK$15,000,000,000 (Ordinary) N/A
oooooooo oo oooooa 25,000,0000000 O00O0O 100% ooo
HKMC Annuity Limited Hong Kong Long term insurance business  HK$25,000,000,000 (Ordinary) N/A
HKMC Premier Solutions Limited oo ooooooooooo 1000@0O000 ooo 100%
Hong Kong goooooooao HK$100 (Ordinary) N/A
Provision of marketing and

business development

services and related facilities

to the Group

24. TAERIE - IREREMEE 24. Prepayments, deposits and other assets

2024

ooo

HK$'000

gooooo Corporate club debentures 910 910
oooooooooo CSA receivables 134,499 308,854
oooo Other assets 36,192 76,223
171,601 385,987
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25. BIE&EE 25. Fixed assets
(a) BEE&EEEE (a) Movement in fixed assets
BRHE
nEH
ERAREE WAERE
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
FHR TR TEL FET FET FHT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
oo00oooooo Cost as at 1 January 2024
ooo 292,851 62,404 20,669 355,524 1,719 733,167
0o Additions 24,705 3,185 3,606 28,991 = 60,487
00ooo Written-off/disposals (23,589) (284) 6) (7,772) - (31,650)
ooooooooo Cost as at 31 December 2024
0oooooo 293,967 65,305 24,270 376,743 1,719 762,004
oo Additions 1,148 1,931 1,375 103,007 LAl 107,882
ooooo Written-off/disposals = (147) (3077) (34,088) (774) (38,086)
R-BZEE+ZA Cost as at 31 December 2025
=t-HMEA 295,115 67,089 22,568 445,662 1,366 831,800
00000000000  Accumulated depreciation
oooo as at 1 January 2024 (91,983) (39,295) (15,276) (309,418) (1,035) (457,007)
0moo 120 Depreciation charge (Note 12) (50,797) (7,952) (2,766) (27,997) (236) (89,748)
ooooo Written-off/disposals 23589 284 5 1,172 = 31,650
ooooooooo Accumulated depreciation
00ooooooo as at 31 December 2024 (119,191) (46,963) (18,037) (329,643) (L271) (515,105)
0moo0 Depreciation charge (Note 12) (51,330) (7,309) (2,728) (43,890) (308) (205,565)
ooooo Written-off/disposals - 134 3,077 32,869 774 36,854
R=E-Rf+=H Accumulated depreciation
ST-BNRHHE as at 31 December 2025 (170,521) (54,138) (17,688)  (340,664) (805)  (583,816)
R-B-Z%F+=A As at 31 December 2025
=K
00 Cost 295,115 67,089 22,568 445,662 1,366 831,800
oooo Accumulated depreciation (170,521) (54,138) (17,688) (340,664) (805) (583,816)
IREFE Net book amount 124,594 12,951 4,380 104,998 561 247,984
goooooooo As at 31 December 2024
oooo
0o Cost 293,967 65,305 24,270 376,743 1,719 762,004
0000 Accumulated depreciation (119,197) (46,963) (18,037) (329,643) (1,21) (515,105)
oooo Net book amount 174,776 18,342 6,233 47,100 448 246,899
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(b)

HE

oooooooooobooDo
od

ooooo —o0

Leases

The statement of financial position shows the following
amounts relating to leases:

2024

oono
HK$’000

Right-of-use assets — buildings 124,594 174,776

oooog 27

Lease liabilities (Note 27):

—Q0ono — within 1 year 53,023 49,262
—ooog — over 1 year 75,633 127,707
128,656 176,969

obooooboooon

The movement in lease liabilities is summarised as follows:

2024

ooo

HK$’000

ooooo As at 1 January 176,969 195,124
oo Addition 1,079 21,753
oo Amortisation 6,529 8,338
Oooooooo Interest portion of lease payments (6,529) (8,338)
oooooooo Principal portion of lease payments (49,392) (39,908)
0o0ooooon As at 31 December 128,656 176,969

oooocooOoooOoOooOoooo
ooOO0O0o0o0O0oonO ss5,989,000
OMmooDDDoOoOsoe,828,0000 O M

ooooOoooOoooOoooooo
oooooO0O00O,148,000 O O
Ooo0o0oono24,705,0000 0O M

ooooooooooboooo
oo

ooooooo —0oo

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

oono
HK$’000

Depreciation charge of right-of-use
assets — buildings 51,330 50,797

ogooad Interest expense

6,529 8,338
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oboobOooo0oobOobOobOOoo
ooooboOooooooboDbo
od

ocoooOooobOoooOooOooo
oOoobOoooobOooonOoo
ooooooooooboooo
oooooooboooo

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

TFHET ooo
HK$'000 HK$’000

gopbooobooooo

Interest payable from:

—Q0oooooo — debt securities issued 2,404,666 2,907,719
—O0ooooao — interest rate swap contracts 368,957 429,198
—oooo — other liabilities 8,087 5,407

2,781,710 3,342,324

27. FEFTIRIE « FEETRIZ R HEME 27. Accounts payable, accrued expenses and other

& liabilities
2024
ooo
HK$’000
ooooooooo Accounts payable and accrued expenses 1,385,261 1,736,632
gooooooooao CSA payable 2,699,862 1,251,494
gooo Other liabilities 1,048,840 894,445
0000000 250b)d Lease liabilities (Note 25(b)) 128,656 176,969
oooo Other provision 74,805 73,126
5,337,424 4,132,666

oo0o0oobOO0oooOOoooDOOooon0On
000000 oOO0OsksmMoOooooo
oooooobDOooooooOmoo
@0 00000000 OO00nOn
OO0000MO,o048,840,000 0 OO OOO
0 00 894,445,000 0 O 11

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

000000 O0D0OO0OO0ODOOoOOoOoooOoo The breakdown of portfolios of reinsurance contracts held,

00000000 O0DOOO0OO0OOOOooOon insurance contracts issued and reinsurance contacts issued, that

oooog are in an asset and those in a liability position is set out in the table
below:

2025 2024
BE af FE oo oo oo

Assets Liabilities Net Assets Liabilities Net
FET TET TER ooo ooo ooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FBEERREN Reinsurance contracts held
oooo — general insurance 1,233,991 - 1,233 1,081,689 = 1,081,689
FERRRaN Insurance contracts issued
gooo — general insurance - 6,307,154 6,307,154 = 6,017,192 6,017,192
gooo — life insurance - 30,046,786 30,046,786 = 18,833,695 18,833,695
- 36,353,940 36,353,940 - 24850887 24,850,887
FEZBRBEN Reinsurance contracts issued
gooo — life insurance - 324,034 324,034 - 195,009 195,009
281 I EBRIEEL - FAssEER 28.1 Reinsurance contracts held, insurance contracts
SHIRFREEBRIEEL issued and reinsurance contract issued
(@ ODOO0OoOoDOoDOooOoooOon (@ Roll-forward of net asset or liability for reinsurance
g00oO0oOoOoOooooooo contracts held, insurance contracts issued and
O0ooO0ooOoooomao reinsurance contracts issued showing the liability for
DOoo000OoOooooooo remaining coverage and the liability for incurred claims
gooooao
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() 00000000 -0 0]
ooo

Reinsurance contracts held — general insurance

ocoooOoooooo
OOooDoOOo0ooOo0ODo
o0o0O0ooDbOoo0OO
oooooooooao
oCooooooooo
cobooOoooooo

The roll-forward of the net asset or liability for
reinsurance contracts held, showing assets for
remaining coverage and amounts recoverable
on incurred claims arising business ceded to
reinsurers is disclosed in the table below:

BTRREE
Assets for
remaining coverage

e

ThELE
Amounts
recoverable

WEFEDD
Excluding
loss-recovery
component

KEEESD

Loss-recovery
component

fEERZ

Incurred
claims

i T

TEn
HK$'000

T
HK$'000

T

Notes HK$'000 HKS$'000

goooooooooooo Reinsurance contract assets
asat 1 January 159,740 904,475 17474 1,081,689
BAURRRGARENERED Changes in the consolidated
income statement and
consolidated statement of
comprehensive income
ERRNRELE Allocation of reinsurance premiums
000000C0ooooooo Amounts relating to the changes in
the assets for remaining coverage a (78,184) - - (78,184)
goooooooooooo Amounts recoverable for claims and
ooooo other expenses incurred in the period - (26,144) 29,357 3213
gooooooooooo Changes in amounts recoverable
0000000 arising from changes in liability
forincurred claims - - 9,045 9,045
goooooooooo Changes in fulfilment cash flows which
gooooooo relate to onerous underlying contracts b - 61,145 - 61,145
00000000M@O0mO0n0n0  Net(expenses)fincome from
reinsurance contracts held (78,184) 35,001 38,402 (4,781)
000000000000 Net finance income from
reinsurance contracts c 38,388 17,700 = 56,088
goo0oCooooooooon Effect of changes in non-performance
risk of reinsurers (2,644) - - (2,644)
35,744 17,700 - 53,444
goooooooDoooo Total (expenses)/income in the
0oomoooo consolidated 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
s
KEEERS KEEEDH FEERE
Excluding
loss-recovery Loss-recovery Incurred
component component claims
i3 Tén TEn TEn TEn
Notes HK$'000 HK$'000 HK$'000 HK$'000

RERE Cash flows

oooooooon Premiums and similar expenses paid 119,995 - - 119,995

ooono Amounts received - - (32,153) (32,153)

gooooo Total cash flows 119,995 - (32,153) 87,842

o0ooooo Other reclassification 16,748 - (951) 15,797

RTZR=+-RHBERRAN Reinsurance contract assets

&g as at 31 December 254,043 957,176 2,112 1,233991
oog Notes:

a. ooooooooao a. Included within the allocation of reinsurance premiums
oO0ooooooao are non-recoverable expenses incurred by the Group,
oooooooooO directly attributable to fulfilment of reinsurance
ooooooooo contracts held.

oo

b. o0oooooOooo b. Changes in the expected fulfilment cash flows on
oO0ooooooao reinsurance contracts held which relate to groups of
ooooooooo underlying insurance contracts are recognised in profit
oooooooood and loss if the changes in expected fulfilment cash
ooooooooao flows from the group of underlying insurance contracts
ooooooooao issued was also recognised in profit and loss.
oopoDoooDOoo
opopDOoDo

C ooooooooo CH The Group disaggregates net reinsurance finance
oooooooooo income between profit or loss and other comprehensive
oooooooooao income. Please refer to Note 2.22(j)(v) for details.

0000002225 v)0
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oooooo ooooo
Assets for Amounts
remaining coverage recoverable
ooo
gooooo gooooo poooo
Excluding
loss-recovery Loss-recovery Incurred
component component claims
oo ooo ooo ooo ooo
Notes HKS'000 HK$'000 HK$'000 HK$'000
0oooooooooooo Reinsurance contract assets
asat 1 lanuary 249,002 506,104 5,937 761,043
SAWRRRES2EKERES  Changes in the consolidated
income statement and
consolidated statement of
comprehensive income
BRBNREDE Allocation of reinsurance premiums
o00o0oC0oDOoDoono Amounts relating to the changes in
the assets for remaining coverage a (68,390) = = (68,390)
goooocooooooo Amounts recoverable for
goooo claims and other expenses
incurred in the period = (21,117) 25335 4218
gopooooooooo Changes in amounts recoverable
ooooooo arising from changes in liability
for incurred claims - - 7,386 7,386
goooooooooo Changes in fulfilment cash flows
oooooooo which relate to onerous
underlying contracts b = 409,708 = 409,708
00000000mO0mMOOO0 Net(expensesyincome from
reinsurance contracts held (68,390) 388,591 32,721 352,922
J000000MWO0mMOo0OO0 — Netfinance (expenses)/income
from reinsurance contracts c (119,542) 9,780 - (109,762)
gooooooooCcooooO Effect of changes in non-performance
risk of reinsurers (4,544) = = (4,544)
(124,086) 9,780 - (114,306)
goooooooocooo Total (expenses)/income in the
goomoooo consolidated income statement
and consolidated statement of
comprehensive income (192,476) 398,371 32,721 238,616
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oooooo ooooo

Assets for Amounts
remaining coverage recoverable
ooo
gooooo oooooo ooooo
Excluding
loss-recovery Loss-recovery Incurred
component component claims
0o oo ooo ooo oo
Notes HK$'000 HKS'000 HK$'000 HK$'000
BenE Cash flows
ooooooooo Premiums and similar expenses paid 96,082 - - 96,082
gooo Amounts received = = (21,099) (21,099)
gooooo Total cash flows 96,082 = (21,099) 74,983
0o00ooo Other reclassification 7132 - (85) 7,047
gooooooooooooo Reinsurance contract assets
0o as at 31 December 159,740 904,475 17474 1,081,689
ooo Notes:
a. Oo0oooooooOo a. Included within the allocation of reinsurance premiums

ooooooooo
oooooooooo
ooooooooao
oo

are non-recoverable expenses incurred by the Group,
directly attributable to fulfilment of reinsurance
contracts held.

b. ooooooooo Changes in the expected fulfilment cash flows on
ooooooooao reinsurance contracts held which relate to groups of
ooooooooao underlying insurance contracts are recognised in profit
oooooooood and loss if the changes in expected fulfilment cash
o0oooooOooo flows from the group of underlying insurance contracts
Oo0oooooooo issued was also recognised in profit and loss.
oopooooDooo
opoopoooo

C. ooooooooo The Group disaggregates net reinsurance finance

0O00O0O0Doooo
0o0o0O0O0oooo
0000002225 v)0

income between profit or loss and other comprehensive
income. Please refer to Note 2.22(j)(v) for details.
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() 00DO0O0O0OO0—O0 (ii)
oo

Insurance contracts issued — general insurance

oooboooooan
ooooOoOoooOmo
ooobooobooon
oO0oooooooOd
ooooad

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

BTRRAE FELRERE

LRC
AEEERID =5

Excluding loss Loss

component component
TR TEn
HKS$'000 HK$'000

LIC

Tin
HK$'000

TEn
HKS'000

gooooooooooo Insurance contract liabilities
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
REHA Insurance revenue
gooooooo Contracts under fair value approach (168,116) - - (168,116)
0ooo Other contracts (860,246) - - (860,246)
(1,028,362) - - (1,028,362)
RERESEX Insurance service expenses
n0ooooooooo Incurred claims and other expenses - (90,734) 136,082 45,348
0000000000 Amortisation of insurance acquisition
cash flows a 260,298 - - 260,298
goooooooooooooo Losses on onerous contracts and
reversals of those losses - 225,484 - 225,484
gooooooon Changes to liability for incurred claims = - 73,338 73,338
260,298 134,750 209,420 604,468
RERRRES Insurance service result (768,064) 134,750 209,420 (423,894)
goocoo Insurance finance expenses b 246,854 55,923 - 302,777
0000000000000 Total (income)/expenses in the
0oomoooo consolidated income statement
and consolidated statement of
comprehensive income (521,210) 190,673 209,420 (121,117)
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BIRRAE FELRERE

LRC LIC
FafERRS EERa
Excluding loss Loss
component component
TR TEn TER TR
HK$'000 HK$'000 HK$'000 HK$'000

RERE Cash flows

gooo Premium received 680,721 - - 680,721

goooooooooo Claims and other directly attributable

expenses paid - - (161,434) (161,434)

0ooooooo Insurance acquisition cash flows © (170,987) - - (170,987)

gooooo Total cash flows 509,734 = (161,434) 348,300

oooooo Other reclassification d 64,502 - (1,723) 62,719

RT=R=t+-BHRBANER Insurance contract liabilities

as at 31 December 3,214,032 2,936,358 156,764 6,307,154

0ooo Notes:

a. ooooooooo a. Acquisition cash flows were allocated on straight-line
o0oooooooo basis during the coverage period of the respective
oooooooooOd group of contracts. Please refer to Note 2.22(e).

00 2.22(e)0

b. ooooooooao b. The Group made an accounting policy choice to
o0oooooooo disaggregate insurance finance expenses between
o0oooooOooo profit or loss and other comprehensive income. The
oooooooooo Group does not disaggregate changes in the risk
0ooooooooao adjustment for non-financial risk between insurance
ooooooooao service result and insurance finance expenses.
oooooocooo
ooooooao

c. ooooooooao c. Insurance acquisition cash flows paid after the related
0ooooooooao group is initially recognised are adjusted to the liability
ooooooooog for remaining coverage.

oooo

d. Oo0oooooooo d. Other reclassification relates to where the accounting
ooooooooo treatment of some overheads included with the cash
ooooooooo flows within the boundary of an insurance contract are
ooooooooog grouped under other financial statement line items in
o0oooooooo the statement of financial position. A reclassification
o0oooooOooo is made with a corresponding adjustment to such

oooooooooog
ooooooooo
ooooooooo

oooo

other financial statement line items in the statement of
financial position.
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0ooooo
LRC
0oooooo

Bxcluding loss

component

oo oo
Notes HK$'000

oooo
Loss
component
ooo
HK$'000

00o0o0ooo
LIC

0oo
HK$000

000
HK$'000

gooooooooooo Insurance contract liabilities
asat1 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
gooooooo Contracts under fair value approach (194,924) - - (194,924
oooo Other contracts (723591) = = (723,591)
(918,515) = = (918515)
REEREX Insurance service expenses
gooooooooo Incurred claims and other expenses = (712,033) 140670 68,637
gooooooooo Amortisation of insurance acquisition
cash flows a 238,000 = = 238,000
0oooooooooooooo Losses on onerous contracts and
reversals of those losses - 1,258,773 - 1,258,773
Jooooooooo Changes to liability for incurred claims = - 23405 23,405
238,000 1,186,740 164,075 1,588,815
RREREE Insurance service result (680,515) 1,186,740 164,075 670,300
000M00moo Insurance finance (income)/expenses b (239,808) 30,454 = (209,354)
000000oo0ooooo Total (income)/expenses in the
0o0omoooo consolidated income statement
and consolidated statement of
comprehensive income (920323) 1,217,194 164,075 460,946
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gooooo goooooo
LRC Lic
goooooo oooo
Excluding loss Loss
component component
0oo 0oo 0oo ooo
HK$'000 HK$'000 HK$'000 HK$'000

ReRE Cash flows

gooo Premium received 934,886 - - 934,886

goooooooooo Claims and other directly attributable

expenses paid = = (106,370) (106,370)

oooooooo Insurance acquisition cash flows (272,291) = = (212,291)

goocoo Total cash flows 662,595 - (106,370) 556,225

gooooo Other reclassification 10,216 1551 (3778 8,053

00000000000oooa Insurance contract liabilities

as at 31 December 3,161,006 2,745,685 110,501 6,017,192

ooo Notes:

a. o0oooooooo a. Acquisition cash flows were allocated on straight-line
o0oooooooo basis during the coverage period of the respective
oooooooooo group of contracts. Please refer to Note 2.22(e).

00 2.22(e)0

b. ooooooooao b. The Group made an accounting policy choice to
OoooOooooO disaggregate insurance finance (income)/expenses
ooooooooao between profit or loss and other comprehensive
ooooooooao income. The Group does not disaggregate changes
oooooooood in the risk adjustment for non-financial risk between
ooooooooo insurance service result and insurance finance (income)/
o0oooooooo expenses.
oooDmmoDoOooo
opoooo

C. ooooooood @, Insurance acquisition cash flows paid after the related
ooooooooo group is initially recognised are adjusted to the liability
o0oooooooo for remaining coverage.
opoo

d. ooooooooo d. Other reclassification relates to where the accounting
ooooooooo treatment of some overheads included with the cash
ooooooooo flows within the boundary of an insurance contract are
gopoDoooDOoo grouped under other financial statement line items in
o0oooooooo the statement of financial position. A reclassification
ooooooooao is made with a corresponding adjustment to such

oooooooooo
ooooooooo
ooooooooao
oooo

other financial statement line items in the statement of
financial position.
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(i) DOOOOOO —0OO0 (i) Insurance contracts issued — life insurance

oo

oooboooooan
ooooOoOoooOmo
ooobooobooon
oO0oooooonono
oooao

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

BTRRAE FELRERE
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LRC

AEEERID =5

Excluding loss Loss

component component
TR TEn
HKS$'000 HK$'000

LIC

Tin
HK$'000

TEn
HKS'000

gooooooooooo Insurance contract liabilities
asat1 January 13,929,253 4,841918 62,524 18,833,695
BAURRREARELERED Changes in the consolidated income
statement and consolidated
statement of comprehensive
income
REHA Insurance revenue
gooooooo Contracts under fair value approach (190,948) - - (190,948)
0ooo Other contracts (476,932) - - (476,932)
(667,880) = = (667,880)
RERESEX Insurance service expenses
0ooooooooo Incurred claims and other expenses - (395,363) 972,010 576,647
0000000000 Amortisation of insurance acquisition
cash flows a 26,868 - - 26,368
goooooooooooooo Losses on onerous contracts and
reversals of those losses - 1,875,320 - 1,875,320
26,868 1,479,957 972,010 2,478,835
oooo Investment components (809,784) - 809,784 -
REREEE Insurance service result (1,450,796) 1,479,957 1,781,794 1,810,955
gooooo Insurance finance expenses b 2,210,261 176,476 1,145 2,447,882
00000000000000000 — Total expenses in the consolidated
income statement and consolidated
statement of comprehensive income 819,465 1,656,433 1,782,939 4,258,837



BTRRAR FELRERE

LRC LIC
FafERRS EERa
Excluding loss Loss
component component
TR TEn TER TR
HK$'000 HK$'000 HK$'000 HK$'000

RERE Cash flows

gooo Premium received 8,892,490 - - 8,892,490

0000o00oo0ooo Claims and other directly attributable

expenses paid - - (1,768,631) (1,768,631)

oooooooo Insurance acquisition cash flows 3 (169,605) - - (169,605)

00o0o0oo Total cash flows 8,722,885 = (1,768,631) 6,954,254

RTZA=1-BHRBAKER Insurance contract iabilities

as at 31 December 23,471,603 6,498,351 76,832 30,046,786

ooo Notes:

a. o0oooooOooo a. Acquisition cash flows were allocated on straight-line
Oo0oooooooOo basis during the coverage period of the respective
oooooooood group of contracts. Please refer to Note 2.22(e).

00 2.22(e)0

b. ooooooooao b. The Group made an accounting policy choice not to
ooooooooao disaggregate insurance finance expenses between
ooooooooo profit or loss and other comprehensive income. The
oooooooood Group does not disaggregate changes in the risk
ooooooooao adjustment for non-financial risk between insurance
ooooooooao service result and insurance finance expenses.
0ooo0oooooo
opopopDoDoooo

C. ooooooooo CH Insurance acquisition cash flows paid after the related
ooooooooao group is initially recognised are adjusted to the liability
ooooooooao for remaining coverage.

oooo
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0ooooo
LRC
0oooooo

Bxcluding loss

component

oo oo
Notes HK$'000

oooo
Loss
component
ooo
HK$'000

00o0o0ooo
LIC

0oo
HK$000

000
HK$'000

gooooooooooo Insurance contract liabilities
asat L January 10,549,149 3,692,363 54,117 14,296,229
GRURRRGR2ENERED Changes in the consolidated income
statement and consolidated
statement of comprehensive
income
REUA Insurance revenue
gooooooo Contracts under fair value approach (211,375) - - (211,375)
oooo Other contracts (185,378) = = (185,378)
(396,753) = = (396,753)
REEREX Insurance service expenses
00oooCooono Incurred claims and other expenses - (269,562) 617,506 347,944
gooooooooo Amortisation of insurance acquisition
cash flows a 16,209 = = 16,209
00000000000000D Losses on onerous contracts and
reversals of those losses = 1,322,103 = 1,322,103
16,200 1,052,541 617,506 1,686,256
oooo Investment component (569,450) - 569,450 -
REREXE Insurance service result (949,094) 1052541 1,186,956 1,289,503
gooocoo Insurance finance expenses b 184,971 97,014 899 282,884
goooooooooooo Total (income)/expenses in the
goomoooo consolidated income statement
and consolidated statement of
comprehensive income (765,023) 1,149,555 1,187,855 1,572,387
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gooooo goooooo
LRC Lic
goooooo oooo
Excluding loss Loss
component component
00 0oo 0oo 0oo ooo
Notes HK$'000 HK$'000 HK$'000 HK$'000

ReRE Cash flows

gooo Premium received 4,259,102 - - 4,259,102

goooooooooo Claims and other directly attributable

expenses paid = = (1,180,048) (1,180,048)

0ooooooo Insurance acquisition cash flows © (113975) = = (113975)

oooooo Total cash flows 414511 - (1,180,049) 2,965,079

000000000000000 Insurance contract liabilties

as at 31 December 13,929,253 4,841,918 62,524 18,833,695
ood Notes:

a. Oooooooooao a. Acquisition cash flows were allocated on straight-line
0Ooooooooao basis during the coverage period of the respective
OoDo0oooooDo group of contracts. Please refer to Note 2.22(e).

00 2.22(e)0

b. OO0ooooooao b. The Group made an accounting policy choice not to
ooooooooo disaggregate insurance finance expenses between
0ooooooooao profit or loss and other comprehensive income. The
o00oO0ooooooo Group does not disaggregate changes in the risk
oooDoooooao adjustment for non-financial risk between insurance
Oo0ooooooao service result and insurance finance expenses.
oooooocooo
ooooooooo

c. ooooooooao c. Insurance acquisition cash flows paid after the related

ooooooooo
ooooooooo
oooo

group is initially recognised are adjusted to the liability
for remaining coverage.
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(v ODOOOOOOO - 0O (iv)  Reinsurance contracts issued — life insurance

oood

oooboooooan
ooobObO0mmooo

The roll-forward of the net asset or liability for
reinsurance contracts issued, showing the
ooo0O0oo0ooooOoOO0 liability for remaining coverage and the liability
0O0o0o0o0o0OOoooo for incurred claims for portfolios, is disclosed in
oo the table below:

2025
BTRBEH FEEARAR
LRC LI
L e B85

Excluding loss Loss

component component
47 47 47 47
HK$'000 HK$'000 HK$'000 HK$'000

gooooooooooo Insurance contract liabilities
asat 1 January 166,486 27,595 928 195,009
BRURRRGA2ENERED Changes in the consolidated income
statement and consolidated
statement of comprehensive
income
REUA Insurance revenue
gooooooo Contracts under fair value approach - - - -
0ooo Other contracts (8,021) - - (8,021)
(8,021) - - (8,021)
REREREX Insurance service expenses
000C0o0C00o0no Incurred claims and other expenses - (2,482 10,100 7,618
gopoooooooooooo Losses on onerous contracts and
reversals of those losses - 17124 - 17,124
- 14,642 10,100 24,162
gooo Investment components (6,629) - 6,629 -
REEH£E Insurance service result (14,650) 14,642 16,729 16,121
gooooo Insurance finance expenses a 25,070 1,466 - 26,536
00000000000000000 — Total expensesin the 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
FaEERDS s
Excluding loss Loss
component component
TER TER TER TEn
HK$'000 HK$'000 HK$'000 HK$'000

ReRE Cash flows

gooo Premium received 101,920 - - 101,920

goooooooooo Claims and other directly attributable

expenses paid - - (16,152) (16,152)
000000 Total cash flows 101,920 - (16,152) 85,768
RT=R=t+-BHRBANER Insurance contract liabilities

as at 31 December 278,826 43,703 1,505 324,034
oogd Note:

a. ooooooooao a. The Group does not disaggregate insurance
ooooooooao finance expenses between profit or loss and other
o0ooooooooo comprehensive income and does not disaggregate
ooooooooo changes in the risk adjustment for non-financial risk
ooooooooo between insurance service result and insurance finance
ooooooobooo expenses.

oooooo
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0ooooo
LRC
0oooooo

Bxcluding loss
component
oo
HK$'000

oooo
Loss
component
ooo
HK$'000

00o0o0ooo
LIC

0oo
HK$000.

000
HK$'000

gooooooooooo Insurance contract liabilities
asat 1 lanuary 79,310 7938 400 87,648
GRURRRGR2ENERED Changes in the consolidated income
statement and consolidated
statement of comprehensive
income
REYA Insurance revenue
gooooooo Contracts under fair value approach - - - -
0oog Other contracts (4,762) = = (4762)
(4762) - - (4762
REEREX Insurance service expenses
gooooooooo Incurred claims and other expenses = (1,240) 6,043 4,802
goooooooooooooo Losses on onerous contracts and
reversals of those losses = 19,955 = 19,955
= 18714 6,043 2,751
oooo Investment components (3659) - 3,659 -
RERE£E Insurance service result (8.420) 18714 9702 19995
goocoo Insurance finance expenses 938 %3 - 1,881
0000000000000 Total (income)/expenses in the
0o0omoooo consolidated income statement
and consolidated statement of
comprehensive income (7,483 19,657 9,702 21876
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0ooooo 0000000

LRC LIC
goooooo oooo
Excluding loss Loss
component component
aoo ooo oon oon
HK$'000 HK$'000 HK$'000 HK$'000
ReRE Cash flows
gooo Premium received 94,659 - - 94,659
goooooooooo Claims and other directly attributable
expenses paid = = (9.174) (9.174)
goocoo Total cash flows 94,659 - (9174 85,485
0o000ooo0oooooonon Insurance contract liabilities
as at 31 December 166,486 21,595 928 195,009
ooo Note:
a. ooooooooo a. The Group does not disaggregate insurance

ooooooooo
oooooooooo
ooooooooao
Oo0oooooooo
ooooooooo
oooooo

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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oooooobDoooooo
o0oooooooooooo
ooooooooooOooo
ooooooOooooooo

oooocooOoooooo

(i)

oooooood

ooobDoooooo
OooDoOOooooo
OOoDoOoOoooooo
Oooooooooao
oCoooOoooooo
oooooOocoooo

obooboooog

(b) Roll-forward of the net asset or liability for reinsurance
contracts held, insurance contracts issued and
reinsurance contracts issued showing estimates of the
present value of future cash flows, risk adjustment and
CSM

()  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

FERARN
BRA%
Estimates of Risk
the present  adjustment for

value of future  non-financial Fair value
cash flows risk approach Others Total
i3 Thn T TR TR TEn
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

AFE

ooooooooooooo Reinsurance contract assets
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
000000000000000 — CSMrecognised for the
services received - - (21,797) (63,447) (85,244)
goooooooooooo Risk adjustment recognised for
the risk expired - 11,943 - - 11,943
0000 Experience adjustment (1,669) - - - (1,669)
(1,669) 11943 (21,797) (63,447) (74,970)
ARRBHERNED Changes that relate to
future service
oooooooon Contracts initially recognised
in the period a (70,389) 2,672 - 67,717 -
goooooooooooo Changes in estimates that
adjust the CSM 22,307 (8,368) 13479 (26918) -
000000000000000 — Changesin estimates that
do not 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
ARRERE  FEHERY
BERfE BRAE YR
Estimates of Risk
the present ~ adjustment for
value of future  non-financial Fair value
cash flows risk approach Others Total
Lif:: TER TER T#n Tin T#n
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HRLREEBRNES Changes that relate to
past service
goooooooooo Adjustments to incurred claim
component 4715 4330 - - 9,045
gooooon Reinsurance finance income c 42,059 - 3,253 10,776 56,088
000000000000000 — Effectof changes in non-performance
risk of reinsurers (2,644) - - - (2,644)
44,130 4,330 3253 10,776 62,489
goooooooooooo Total income/(expenses) in the
0omoomo consolidated income statement
and consolidated statement of
comprehensive income 26,427 39,173 (5,065) (11,872) 48,663
RENE Cash flows
goooooooo Premium and similar expenses paid 119,995 - - - 119,995
0oooo Claims recovery received (32,153) - - - (32,153)
gooooo Total cash flows 87,842 - - - 87,842
0ooooo Other reclassification 15,797 - - - 15,797
RT=A=t-AHERBAH  Reinsurance contract assets
BE as at 31 December 325711 465,943 167,919 274,418 1,233,991
oogd Notes:
a. oooooooood a. Please refer to Note 28.1(c)(iii) for a detailed breakdown
oooooooooa of initially recognised contracts.
28.1(c)(iii)0
b. Oo0oooooooo b. Changes in the expected fulfilment cash flows on
ooooooooao reinsurance contracts held which relate to groups of
oooooooood underlying insurance contracts are recognised in profit
oooooooood and loss if the changes in expected fulfilment cash
o0oooooooo flows from the group of underlying insurance contracts
o0oooooOooo issued are also recognised in profit and loss.
oopDoooDOoOo
opooooo
@, ooooooooo @, The Group disaggregates net reinsurance finance

0O00O0O0DoDooo
OOoO0O0O0O0O0OoonO
0000002225 v)0

income between profit or loss and other comprehensive
income. Please refer to Note 2.22(j)(v) for details.
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0ooooo

0oooo

Estimates of

the present

value of future

cash flows

ao ooo
Notes HK$'000

gooooo
oooo

Risk
adjustment for
non-financial
risk

oo
HK$000

2024

0ooooo
CSM

Fair value
approach
goo
HK$'000

Others
ooo
HK$'000

Total
ooo
HK$000

oooooocooooo Reinsurance contract (liabilties)/
0o0o0moo assets as at 1 January (134622) 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
000000000000000 — CSMrecognised for the
services received = = (23,765) (51,308) (15,073)
goooooooooooo Risk adjustment recognised for
the risk expired - 13159 - - 13,159
oooo Experience adjustment (2,258) - - - (2,258)
(2,258) 13159 (23765) (51,308) (64172)
HRRERABNED Changes that relate to
future service
goooocoon Contracts initially recognised
in the period a (52,748) 1,119 - 51,629 -
0000000000000 Changes in estimates that
adjust the CSM 320,778 (242.952) 36,340 (114,166) -
000000000000000  Changesin estimates that
do not adjust the CSM b 111,155 298,553 = = 409,708
379,185 56,720 36,340 (62,537) 409,708
HREREEBNEE Changes that relate to
past service
goooooooooo Adjustments to incurred claim
component 1,584 5802 - - 7386
J000Moomoo Reinsurance finance (expenses)/
income ® (125,730) = 2,894 13,074 (109,762)
000000000000000 — Efectof changes in non-performance
risk of reinsurers (4544) - - - (4,544)
(128,690) 5802 2,894 13074 (106,920)
0000000000000 Total income/(expenses) in the
0omoomo consolidated income statement
and consolidated statement of
comprehensive income 248231 75,681 15,469 (100,771) 238,616
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2024

gooooo
CSM
gooooo gooooo
goooo oooo
Estimates of Risk
the present adjustment for
value of future non-financial Fair value
cash flows risk approach Others Total
oo 0oo 0oo 0oo ooo 0oo
Notes HK$000 HK$'000 HK$'000 HK$'000 HK$'000
RERE Cash flows
gooooooon Premium and similar expenses paid 96,082 = = = 96,082
goooo Claims recovery received (21,099) = = = (21,099)
gooooo Total cash flows 74983 - - - 74,983
0ooooo Other reclassification 1,047 = = = 7,041
gooooooooooooo Reinsurance contract assets
0o as at 31 December 195,645 426,770 172,984 286,290 1,081,689
0ooo Notes:
a. ooooooooo a. Please refer to Note 28.1(c(iii) for a detailed breakdown
gooooooooo of initially recognised contracts.
28.1(c)(ii)d
b. oooooooood b. Changes in the expected fulfilment cash flows on
ooooooooog reinsurance contracts held which relate to groups of
ooooooooo underlying insurance contracts are recognised in profit
oooooooooo and loss if the changes in expected fulfilment cash
0o0oo0oooOoOoo flows from the group of underlying insurance contracts
ooooooooao issued are also recognised in profit and loss.
oooDoooooo
ooooooo
C. ooooooooao c. The Group disaggregates net reinsurance finance

ODO0mODOo0oo
0ODO0D0OO0DO0
000o0O00oO0Do
0 2.22()(v)0

(expenses)/income between profit or loss and other
comprehensive income. Please refer to Note 2.22(j)(v)
for details.
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() ODOOOOOO—OoO0 (i)  Insurance contracts issued — general insurance

oo

oooboooooan
ooobooOobooan
ooobOoobOOooDn
oooooooooo

The table below presents a roll-forward of the net
asset or liability for insurance contracts issued,
showing estimates of the present value of future
cash flows, risk adjustment and CSM.

oCooooooooo

od

AREERE
Ritfit

Estimates of
the present
value of future
cash flows
TER
HK$'000

FERERN
BA%

Risk
adjustment for
non-financial
risk

Thn
HK$'000

2025

ARRBRE
CSM

ATEL

Fair value
approach
TR
HK$'000

Others
TiEn
HK$'000

Total
T
HKS'000

000000000000 Insurance contract liabilities
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
000000000000000 — CSMrecognised for the
services provided - - (214,492) (527,611) (742,103)
goooooooooooo Risk adjustment recognised for
the risk expired - (3,815) - = (3,815)
0ooo Experience adjustments 23,202 - - - 23,202
23,202 (3,815) (214,492) (527,611) (722,716)
BARBRERNED Changes that relate to
future service
goooooooo Contracts initially recognised
in the period (389,270) 25,000 - 417,973 53,703
0000000000000 Changes in estimates that
adjust the CSM (6,925) (6,667) 2,753 10,839 -
000000000000000 — Changesin estimates that
do not adjust the CSM 70,310 101,471 - - 171,781
(325,885) 119,804 2,753 428,812 225,484
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2025

ARENE
csm
ARREHE  FERERN
REME RREE AVEE
Estimates of Risk
the present  adjustment for
value of future  non-financial Fair value
cash flows risk approach Others Total
LiFd TEn Tn T#n Tn TEn
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RBCREERNEE Changes that relate to
past service
gooooooooooooon Adjustments to liabilities for
incurred claims 30,295 43,043 - - 73,338
REREEE Insurance service result (272,388) 159,032 (211,739) (98,799) (423,894)
goocoo Insurance finance expenses b 197,819 - 16,599 88,359 302,777
gooooooooocooo Total (income)/expenses in the
poomoooo consolidated income statement
and consolidated statement of
comprehensive income (74,569) 159,032 (195,140) (10,440) (121,117)
RenE Cash flows
gooo Premium received 680,721 - - - 680,721
gooooooomoonoo Claims and other expenses
0ooooooo paid (including investment
components and premium
refunds) (161,434) - - - (161,434)
00000000 Insurance acquisition cash flows c (170,987) - - - (170,987)
0ooooo Total cash flows 348,300 - - - 348,300
gooooo Other reclassification d 62,854 - - (75) 62,779
RT=B=1-ANRBREN 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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ooo

a. ooooooooao
oooooooooo

28.1(c)()0

b. goooooooao
ooooooooo
oo0oooooooao
oooooooooo
goooooooao

goooooao
ooooooo
ooooooo

C. oooo
ogooao
ogooao
oooo

O oo
O o o
OO o

d. oooo
oooo
ogooao
oooo
oooo
oooo

O000oOag
O0O0oo0ooad
OO0 o0od
O0o0od
O000oOag

O

O
O

O
O

O
O

O

O
O

oooooooooo
gooooooooao
goooooooao

oooo
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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.



0ooooooooooo

Insurance contract liabilties

goooon
ooooo
Estimates of

the present
value of future

cash flows
oo ooo
ES HK$'000

gooooo
oooo

Risk
adjustment for
non-financial
risk

ooo
HK$'000

Fair value
approach
ooo
HK$'000

Others
0oo
HK$'000

Total
000
HK$'000

asat 1 January 310,015 1,279,262 1,109,769 2292922 4,991,968
GENERRES2EYERED Changes in the consolidated

income statement and

consolidated statement of

comprehensive income
ERREABNED Changes that relate to

current service
poooooooooooooo CSM recognised for the

services provided - - (236,495) (441,198) (677,693)
0ooooooooooon Risk adjustment recognised for

the risk expired - 19,065 - - 19,065
oooo Experience adjustments 46,750 = = = 46,750

46,750 19,065 (236,4%) (441,198) (611,678)

HARBHEBNED Changes that relate to

future service
goooooooo Contracts initially recognised

in the period a (628,784) 36,801 - 612,909 20,926
poooooooooooo Changes in estimates that

adjust the CSM 114,206 56,003 (12,080) (159,129) -
000000ooooooooo Changes in estimates that

do not adjust the CSM 1,271,506 (33,659) = = 1,237,841

756,928 59,145 (11,080) 453,780 1,258,773

RECREEBNEE Changes that relate to

past service
pooooooooooooo Adjustments to iabiliies for

incurred claims 2,031 21374 - - 23405
RER%EE Insurance service result 805,709 99,584 (247,575) 12582 670,300
poomoomoo Insurance finance (income)/expenses b (321,261) - 2357 91,550 (209,354)
gooooooooooonn Total expenses/(income) in the

00moomo consolidated income statement
and consolidated statement of
comprehensive income 484,448 99,584 (227,218) 104,132 460,946
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oooooon gooooon
ooooo ooono
Estimates of Risk

the present adjustment for

value of future non-financial Fair value
cash flows risk approach Others Total
oo ooo ooo ooo ooo ooo
Notes HK$'000 HK$'000 HK$'000 HKS'000 HK$'000
BeNE Cash flows
goon Premium received 034,886 = - - 934,886
gooooooomonoo Claims and other expenses paid
gooooooo (including investment components
and premium refunds) (106,370) - - - (106,370)
pooooooo Insurance acquisition cash flows c (212291 - - - (272,291)
pooooo Total cash flows 556,225 - - - 556,225
pooooo Other reclassification d 8,053 = = = 8,053
ooooooooooooo Insurance contract liabilities
oo as at 31 December 1,358,741 1,378,846 882,551 2,307,054 6,017,192
oogd Notes:
a. ooooooooao a. Please refer to Note 28.1(c)(i) for a detailed breakdown
gooooooooo of initially recognised contracts.
28.1(c)(i)0
b. ooooooooo b. The Group made an accounting policy choice to
oooooooo disaggregate insurance finance (income)/expenses
Oo0ooO0oooooo between profit or loss and other comprehensive
ooooooooo income. The Group does not disaggregate changes
gooooooooo in the risk adjustment for non-financial risk between
ooooooooo insurance service result and insurance finance (income)/
gooooooooaog expenses.
ooooDmbooooo
oooooo
c. ooooooooo c Insurance acquisition cash flows paid after the related
ooooooooo group is initially recognised are adjusted to the liability
ooooooooao for remaining coverage.
oooo
d. ooooooooo d. Other reclassification relates to where the accounting
ooooooooo treatment of some overheads included with the cash
ooooooooo flows within the boundary of an insurance contract are
goooooooo grouped under other financial statement line items in
gooooooooao the statement of financial position. A reclassification
ooooooooo is made with a corresponding adjustment to such
gooooooooo other financial statement line items in the statement of
ooooooooo financial position.
gooooooooaog
oooo
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(i)

gooooooO —0o0

oo

ooobobooooan
ooobobooboon
ooooOoobOOooDn
oooooooooo
ooooocooooo

od

(i) Insurance contracts issued — life insurance

The table below presents a roll-forward of the net
asset or liability for insurance contracts issued,
showing estimates of the present value of future
cash flows, risk adjustment and CSM.

AREERE
Rttt

Estimates of
the present
value of future
cash flows
TER
HK$'000

FERERN
Risk
adjustment for
non-financial
risk

T
HK$'000

2025
af

AV

Fair value
approach
TR
HK$'000

B
CSM

Others
TiEn
HKS$'000

Total
TExn
HKS'000

gooooooooooo Insurance contract liabilities
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
0o00oooooooooo Risk adjustment recognised for
the risk expired - (9,561) - - (9,561)
0000 Experience adjustments (54,804) - - - (54,804)
(54,804) (9,561) - = (64,365)
BARBRERNES Changes that relate to
future service
gooooooon Contracts initially recognised
in the period 1,989,641 122,983 - - 2,112,624
000000000000000 — Changesin estimates 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
gooooo Insurance finance expenses 2,447,882 - - - 2,447,882
0o00ooooooooooon Total expenses in the consolidated
oooo income statement and
consolidated statement of
comprehensive income 4,143,370 115,467 - = 4,258,837
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2025
SR RE
CSM
ARAERE  FEEERY
R RREE AHER
Estimates of Risk
the present  adjustment for
value of future  non-financial Fair value
cash flows risk approach Others Total
i TER TER TER TR TR
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RenE Cash flows
gooo Premium received 8,892,490 - - - 8,892,490
gooooooon Claims and other expenses paid
goooooooooooo (including investment components
and premium refunds) (1,768,631) - = = (1,768,631)
0ooooooo Insurance acquisition cash flows 3 (169,605) - - - (169,605)
000000 Total cash flows 6,954,254 = - - 6,954,254
RTZB=T-RHRRAN Insurance contract liabilities
ELH as at 31 December 29,717,425 329,361 - - 30,046,786
ooo Notes:
a. oo0oooooooao a. Please refer to Note 28.1(c)(i) for a detailed breakdown
gooooooooo of initially recognised contracts.
28.1(c)(i)
b. goooooooo b. The Group made an accounting policy choice not to

goooooooo
ooooooooao
oooooooooo
ooooooooao
goooooooao
goooooooao
ooooooooo

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.

C. oo0oooooooao CH
goooooooao
goooooooao
oooo

Insurance acquisition cash flows paid after the related
group is initially recognised are adjusted to the liability
for remaining coverage.
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0ooooooooooo

Insurance contract liabilties

goooon
ooooo
Estimates of

the present
value of future

cash flows
oo ooo
ES HK$'000

gooooo
oooo
Risk
adjustment for
non-financial Fair value
risk approach Others
ooo ooo ooo
HK$'000 HK$'000 HK$'000

Total
000
HK$'000

asat 1 January 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
poooooooooooo Risk adjustment recognised for
the risk expired - (8102 - - (8102
0ooo Experience adjustments (24,498) - - - (24,498)
(24.4%9) (8102) - - (32,600)
EAREHAENED Changes that relate to
future service
poooooooo Contracts initially recognised
in the period a 1,378,199 50,512 = = 1437711
0000000o000000oo Changes in estimates that
do not adjust the CSM (132,006) 16,39 - - (115,608)
1,246,193 75910 - = 1,322,103
REREXE Insurance service result 1,221,695 67,808 - - 1,289,503
gooooo Insurance finance expenses b 282,884 - - - 282,884
gooooooooooooon Total expenses in the consolidated
oooo income statement and
consolidated statement of
comprehensive income 1,504,579 67,808 - - 1,572,381
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oooooon gooooon
ooooo ooono
Estimates of Risk

the present adjustment for

value of future non-financial Fair value
cash flows risk approach Others Total
oo ooo ooo ooo ooo ooo
Notes HK$'000 HK$'000 HK$'000 HKS'000 HK$'000

BeNE Cash flows

goon Premium received 4,259,102 = - - 4,259,102

goooooooo Claims and other expenses paid

0oooooooooooo (including investment components

and premium refunds) (1,180,048) - - - (1,180,048)

gooooooo Insurance acquisition cash flows ® (113.975) - - - (113975)

gooooon Total cash flows 2,965,079 = - - 2,965,079

ooooooooooooo Insurance contract liabiities

0o as at 31 December 18,619,801 23894 = = 18,833,695

ooo Notes:

a. goooooooo a. Please refer to Note 28.1(c)(i) for a detailed breakdown
gooooooooo of initially recognised contracts.
28.1(c)(i)0)

b. ooooooooo b. The Group made an accounting policy choice to
goooooooo disaggregate insurance finance expenses between
goooooooo profit or loss and other comprehensive income. The
oooooOooooo Group does not disaggregate changes in the risk
ooooooooao adjustment for non-financial risk between insurance
ooooooooo service result and insurance finance expenses.
gooooooooaog
goooooo

c. gooooooooao ©, Insurance acquisition cash flows paid after the related
ooooooooao group is initially recognised are adjusted to the liability
ooooooooo for remaining coverage.

oooo
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oood

ooobobooooan
ooobobooboon
ooobOoobOooon
oooooocoooao
ooooooooooo

(iv)  Reinsurance contracts issued — life insurance

The table below presents a roll-forward of the net
asset or liability for reinsurance contracts issued,
showing estimates of the present value of future
cash flows, risk adjustment and CSM.

2025
ARBERE  FEREARY
REMHEE BREE  ANRBUE
Estimates Risk
of the present  adjustment for
value of future  non-financial
cash flows risk (] Total
it 7 Ti7 TR 7
Note HK$'000 HK$'000 HK$'000 HK$'000
0ooooooooooo Insurance contract liabilities as at 1 January 192,736 2,213 - 195,009
GRURRRGARENEREE Changes in the consolidated income
statement and consolidated statement of
comprehensive income
REDRBERNED Changes that relate to current service
0000000000000 Risk adjustment recognised for the risk expired - (72) - (72)
oooo Experience adjustments (331) - - (331)
(331) (712) - (403)
HRRBHABNED Changes that relate to future service
00o0o0ooooo Contracts initialy recognised in the period 14,882 1371 = 16,253
0o00ooooooooooonon Changes in estimates that do not adjust the CSM 850 21 - LAl
15,732 1,392 - 17,124
REREEE Insurance service result 15,401 1320 - 16,721
gooooo Insurance finance expenses a 26,536 - - 26,536
0o00oooooooooo Total expenses in the consolidated income
oooo statement and consolidated statement of
comprehensive income 1,937 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 (] Total
Wt TR TEn Tén TEn
Note HK$'000 HK$'000 HK$'000 HK$'000

RenE Cash flows

gooo Premium received 101,920 - - 101,920

JO0000000moonoo Claims and other expenses paid (including investment

00000000 components and premium refunds) (16,152) - - (16,152)
goocoo Total cash flows 85,768 - - 85,768
RT=B=t-AHRE Insurance contract liabilities as at 31 December

CHI 320,441 3,593 - 324,034

ooo Note:

a. ooooooooo a. The Group does not disaggregate insurance
gooooooooo finance expenses between profit or loss and other
gooooooooo comprehensive income. The Group does not
gooooooooao disaggregate changes in the risk adjustment for non-
ooooooooo financial risk between insurance service result and
goooooooo insurance finance expenses.

ooooooooo
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2024

gooooo 0ooooo
0oooo 0ooo 000000
Estimates Risk
of thepresent ~ adjustment for
value of future non-financial
cash flows risk CSM Total
0o 0oo 0oo 0oo 0oo
Note HK$000 HK$'000 HK$'000 HK$'000
goo0ooonooooo Insurance contract liabilities as at 1 January 86,694 954 - 87,648
GRURRRGR2ENEREE Changes in the consolidated income
statement and consolidated statement of
comprehensive income
RENRBERNED Changes that relate to current service
0o00oooooooooo Risk adjustment recognised for the risk expired - (24) - (24)
gooo Experience adjustments 64 - - 64
64 (24) = 40
AAREHERNED Changes that relate to future service
oooooooon Contracts initially recognised in the period 18,759 1,189 - 19,948
Joooooooooooooon Changes in estimates that do not adjust the CSM (147) 154 - 7
18612 1343 = 19,955
REREEE Insurance service result 18676 1319 - 19,995
goocoo Insurance finance expenses a 1,881 - - 1,881
0o00oooooooooo Total expenses in the consolidated income
oooo statement and consolidated statement of
comprehensive income 20,557 1319 = 21876
RefiE Cash flows
oooo Premium received 94,659 - - 94,650
0ooooooomoooo Claims and other expenses paid
oooooooo (including investment components and
premium refunds) (9.174) - - (9.174)
gooooo Total cash flows 85,485 _ - 85,485
goooooooooo Insurance contract liabilities
oooo asat 31 December 192,736 2,213 = 195,009
noo Note:
& oooobooood a. The Group does not disaggregate insurance

ooooooooao
ooobooooooo
ooooooooOo
ooooooooo
ooooooooo

ooooooooo

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.
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(c) HEBRD (c) The components of new business
(i) Oo0oooooo ()  Reinsurance contracts held
oooooooooo The components of new business for reinsurance
oo0ooUooooooo contracts held portfolios (all were reinsurance
Oooooooooon contracts purchased) included in the insurance
0ooooooooo unit is disclosed in the table below:
od

2025 2024

THExT ooo
BREEHNEE Reinsurance contracts assets HK$'000 HK$’000

gopooooboooo Estimates of the present value of

oo future cash inflows 28,817 25,405
ooooooooo Estimates of the present value of
oo future cash outflows (99,206) (78,153)
oooo Risk adjustment 2,672 1,119
goooooo CSM 67,717 51,629
FEEBERBRERN Cost of retroactive cover on
& E B R R reinsurance contract assets
held - -
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0)

obooooo

oooooooooo
ooooOoooooao

gboood

FrE3RRAN

Insurance contracts issued

(i

FERMEH
Non-onerous
contracts
TERL
HK$'000

Insurance contracts issued

The components of new business for insurance
contracts issued included in the insurance unit is
disclosed in the table below:

2025 2024

FRESH # oooooo ooooo oo
Onerous Non-onerous Onerous
contracts Total contracts contracts Total
Ti#n TER ooo ooo ooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

oo00oo0moon Estimates of the present value of
gooooooom future cash outflows, excluding
oooo insurance acquisition cash flows 87,818 10,596,964 10,684,782 116,062 5,462,083 5,578,145
gooooocoooo Estimates of insurance acquisition
cash flows 186,483 485,196 671,679 257,568 301,104 558,672
00000000000  Estimates of the present value of
future cash outflows 274,301 11,082,160 11,356,461 373,630 5,763,187 6,136,817
00000000000  Estimates of the present value of
future cash inflows (714,282)  (9,041,808)  (9,756,090) (1,015,839) (4,371,564) (5,387,402)
goooCoOoooo Risk adjustment for non-financial risk 22,008 125,975 147,983 29,299 67,014 96,313
gooooo CSM 47,973 - 417,973 612,909 - 612,909
FEMEANRIMMERR  Losses on onerous contracts at
HER initial recognition - 2,166,327 2,166,327 - 1,458,637 1,458,637

ooooooooooo
ooooOoooooao
OooDoooooo
OoooDoooooo
oooooooooao
ooooocooooao
oooooooooo

ooo

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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() ODooooooo

FrERRBAK

(i)

FERERH

Non-onerous

contracts

TEn

Insurance contracts issued HK$'000

Reinsurance contracts issued

2025
BRiEan
Onerous
contracts
TR
HK$'000

-

Total
T
HKS'000

gooooo
Non-onerous
contracts
ooo
HK$'000

2024

goooo
Onerous
contracts
ooo
HK$'000

0o

Total
ooao
HK$'000

00o0o0moono Estimates of the present value of
gooooooom future cash outflows, excluding
oooo insurance acquisition cash flows - 118,635 118,635 - 114,398 114,398
gooooooocoo Estimates of insurance acquisition
cash flows - - - - - -
00000000000  Estimates of the present value of
future cash outflows - 118,635 118,635 - 114,398 114,398
00000000000  Estimates of the present value of
future cash inflows - (103,753) (103,753) - (95,639) (95,639)
goo0CoOoooo Risk adjustment for non-financial risk - 1,371 1,371 - 1,189 1,189
FREAQORIAEDE  Losses on onerous contracts at
i) 3] initial recognition - 16,253 16,253 - 19,948 19,048
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28.2 SRS R 18R ERR 28.2 CSM recognition in profit or loss

Ooooooooooooooon The disclosure of when the CSM is expected to be in profit or
Ooooooooooo loss in future years is presented below:

2025

PR1E 1-5% 5-10% 10-155 15-20% HBAE @t
Less than More than

1year  1-5years  5-10years 10-15years 15-20 years 20 years Total
THR Fi#n THT THR Fi#n THT Fn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FREBRIBAY Reinsurance contracts held
gooo General insurance 78,684 201,378 83,267 26,759 20,967 31,282 442,331
FERRREH Insurance contracts issued
oooo General insurance 666,578 1,702,915 596,858 50,880 21,168 35,551 3,073,950

2024

ooio 1-50 5-100 10-150 15-200 o020 oo
Less than More than

1 year 1-5years  5-10years  10-15years  15-20years 20 years Total
ooo ooa ooo ooo ooao ooo 0oao
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

gooooooo Reinsurance contracts held

oooo General insurance 70,055 192,682 98,955 33,690 24,529 39,363 459,274

gooooog Insurance contracts issued

gooa General insurance 633,041 1,734,319 775,342 89,798 18,394 28,711 3,279,605

doooooeo 0O OO OOg The Group expects to recognise the CSM in profit or loss

000000000 O0OO0OOoooO for existing contracts within 60 years, which represents the

00000000 DOoOooooon longest coverage period for the contracts in force issued by
the Group.

00000000000 OOoOoon The expected timeline for the CSM recognition for

0oooooooooooooood reinsurance contracts held is in line with insurance contracts

oo issued.
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29. BEITERBES

29. Debt securities issued

2025 2024

FET ooo
HK$'000 HK$’000

TR0 88 B A 51l R 9 (B 7S 5% 35 Debt securities carried at amortised
cost
oooo MTN 6,525,071 5,799,769
0oo0oDdoooooooooon Total debt securities carried at amortised
cost 6,525,071 5,799,769
EEBEHIER S LLAFEEH Debt securities designated as hedged
WIEKE S items under fair value hedge
oooo MTN 148,644,259 142,499,867
00000000000 O000 @ Total debt securities designated as hedged
ooooooo items under fair value hedge 148,644,259 142,499,867
ERITERIEFEE Total debt securities issued 155,169,330 148,299,636

ooooooooooooooo

The movement in debt securities issued is summarised as follows:

2025 2024

TF#ET ooo

HK$'000 HK$’000

oo0oooo As at 1 January 149,893,403 163,787,833
ood Issuance 70,479,347 103,507,595
oogo Less: redemption (66,171,784) (117,658,640)
oooooo Exchange difference 110 256,615
gooo Total nominal value 154,201,076 149,893,403
goDooooog Unamortised portion of discount (134,387) (169,545)
goooad Fair value adjustment 1,102,641 (1,424,222)
Rt=—HA=+—8 As at 31 December 155,169,330 148,299,636
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30.

ooooooobooo

Notes issued during the year comprise:

2024
goa
HK$’000

o 3 MTN
ooooooo Amount issued at nominal value 70,479,347 103,507,595
ooooag Consideration received 70,399,511 103,114,200

o0oooooOOooooOooDOooooo
oboooooooOooooOoooooao
oooooooooooo

(&N

goboooo
000000

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
ooo
HK$’000

THxT
HK$'000

Issued and fully paid
2 billion ordinary shares

39,000,000 26,500,000

ooooooobooo

The movement in share capital is summarised as follows:

2025 2024

FE T ooo

HK$'000 HK$’000

ooooo As at 1 January 26,500,000 14,500,000
o0 Capital injection 12,500,000 12,000,000
Rt+t=A=+—H As at 31 December 39,000,000 26,500,000
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31. HAMEALETIIMNEXRRS

@)

cooocOooOoO0ooOoOoOooooo
cooobOoOocOoOooOoocooo
cooOocOoOoOooOoOooOoooo

oo

oboo0oobOOooOO0oobOoooo
oooood

(i)

(i

(i)

ooooooooooooo
goooooocooooobo
gooooooooooboobo
gob0oz2s0000000000
ogdzo000 0

o0oo0Oo0Oooaoe2o0s00
omooooogezerodd
oboooboooobon
ooooooooao

ooooooooOooooo
oooooooOoosoeodd
ooooooOoocooano
oooooooooooono
oomoooobooooo
0

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)

(iii)

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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(iv)

ooooooOooOooooo
ooooooooooooo
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ooooooooo

(iv)

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)

(i)

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.
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O000oDooOoOooooooo Balances of amounts due to relevant related parties are as
follows:

HEES B
The Exchange Fund The Government

2025 2024 2025 2024
TER ooo TER ooo
HK$'000 HK$'000 HK$'000 HK$'000

00000 Oa 220 Placements with the Exchange Fund

(Note 22) 72,418,586 49,244,684 = =
000moo27o 330 Other liabilities (Notes 27 and 33) = = 1,048,840 894,445
(b) EEEEEAS (b) Key management personnel
Ooooooooooooooon Key management personnel are those persons having
Oooooooooooooooo authority and responsibility for planning, directing and
0000000000 00OO0O0oOoO controlling the activities of the Group, directly or indirectly,

including directors and senior officers.

oooo0ooooooooooon Compensation of the key management personnel for the
year comprised:

2024
ooo
HK$’000
oooopooooood Salaries and other short-term
employee benefits 27,711 29,658
oooono Post-employment benefits 2,484 2,573

30,195 32,231
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32.

33.

R iE
(a) &XF

oooooo

Authorised and contracted for

32. Commitments

(a) Capital

2025 2024
ooo

HK$’000

THxT
HK$'000

10,699 29,394

cooocOoooO0oooOoooooo
ooood

(b) HAthiiE

ggoooobon

Undrawn loan commitments

The above capital commitments mainly relate to
commitments to purchase computer equipment and
software.

(b) Other commitments

2025 2024
ooo

HK$’000

TR
HK$'000

1,277,099 476,663

oboooooOooooooo

/R B R R AT EI T B9 %5 5l
BRI
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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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34. 2RREENRNEGHER 34.

ooo0oocoOO0oooOooocoOOooooo
oooooocoOooooOoooooon
oooOoooooooo

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
FRERER HERBH AEBfEERES THER ooo
Type of structured entities  Nature and purpose Interest held by the Group HK$'000 HK$'000
goooooooo dodoooooOoooobobo OODOoOoOooooa 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 ooooo 33,469 23,304

Sponsor loan

2024

ooo

HK$’000

oooo Interest income 11,701 33,286
oooooooooo Interest income on sponsor loan 3,233 2,008
oooooo Collateral management fee 14,250 7,043

jjoodooooooooooooo
oo

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

BAFATR_F_RAE+_A
=+—HHIRBRRER

35.1 Statement of financial position of the Company as at
31 December 2025

2025 2024
FTHET ooo
HK$'000 HK$'000
&E ASSETS
gooooooa Cash and short-term funds 58,741,541 46,314,950
ooooooag Interest and remittance receivables 2,654,944 3,161,265
gooooo Derivative financial instruments 1,668,020 664,618
oooooooooooao Loans with 100% guarantee from the
Government 63,514,326 82,782,698
oooooo Loan portfolio, net 10,890,392 9,307,080
ooooo Investment securities:
—O0o0O0o0oooo — at fair value through other
gooooo comprehensive income 9,600,489 3,721,821
—0o0o00ooooon — at fair value through profit
or loss 200,636 9,774
—0o0ooooo — at amortised cost 17,379,522 13,337,065
oooooo Interests in subsidiaries 46,440,928 32,981,543
000000 oOoOooon Prepayments, deposits and other
assets 168,251 331,170
oooooo Deferred tax assets 5,208 4,681
oooo Fixed assets 187,397 229,443
EEHAT Total assets 211,451,654 192,846,108
=i LIABILITIES
oooo Interest payable 2,781,710 3,343,451
ooooono Placements by subsidiary - 561,000
oooooooooo Accounts payable, accrued expenses
agooao and other liabilities 4,500,439 3,356,023
oooooo Derivative financial instruments 559,693 1,740,649
oooooo Current tax liabilities 114,948 165,598
ooooooag Debt securities issued 155,169,330 148,299,636
GEBH Total liabilities 163,126,120 157,466,357
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2025 2024
FHET ooo
HK$'000 HK$’000
R EQUITY
000D000oO0ooOoooon Capital and reserves attributable
to the equity holder:
oo Share capital 39,000,000 26,500,000
oooad Retained profits 35.2 9,241,569 8,857,536
goooo Fair value reserve 35.2 81,867 23,518
oooo Hedging reserve 35.2 2,098 (1,303)
FERAL Total equity 48,325,534 35,379,751
BEREREE Total liabilities and equity 211,451,654 192,846,108
O00000o0oO0OO0o0oOoOoooo Approved and authorised for issue by the Board of Directors
O0o0o000oo on 21 April 2026.
REX YUE Wai Man, Eddie -] POU Hak Wan
ooooooon Deputy Chairman and ooooooo 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

goooooooooon Balance as at 1 January 2024 8,733,357 8,158 18,719 8,760,234
ooooa Profit for the year 124,179 - - 124,179
dooooomoon Other comprehensive income/(l0ss)
000000000000  Change in the fair value of debt

000000000000  securities at FVOC = 15,213 = 15,213

oopooooooooag Change in the loss allowance of debt
oooooooooon securities at FVOCI

oo = 147 = 147
ooooooooooo Change in the fair value of hedging

ooooo instruments at cash flow hedge = = (20,022) (20,022)
J000000MOO0OOO Total comprehensive income/(loss) for

the year 124,179 15,360 (20,022) 119,517

R=Z-mE+=-A=+—F Balance as at 31 December 2024

o3 8,857,536 23518 (1,303) 8,879,751
ooooao Profit for the year 384,033 - - 384,033
ooooono Other comprehensive income
00D00D000OoOooOO0 Change in the fair value of

000000000000  debtsecurities at FVOCI = 56,638 = 56,638

000000000000  Change inthe loss allowance of
ooooooooooo debt securities at FVOCI

oo = 1,711 = 1,711
oooooooooono Change in the fair value of hedging
goooo instruments at cash flow hedge - - 3,401 3,401
odoooooooog 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.
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36.

37.

38.

Directors’ material interests in transactions,
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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