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HSBC LIFE (INTERNATIONAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in Hong Kong dollars unless otherwise indicated)

Net insurance premium income

Insurance contracts Insurance contracts
(Non-linked) (Linked) Total

2020 2019 2020 2019 2020 2019

$’millions $'millions $’millions $’millions $’millions $'millions

Gross insurance premium income 43,488 46,894 106 133 43,594 47,027
Less: Reinsurers’ share of gross insurance

premium income (2,887) (9,140) (14) (23) (2,901) (9,163)
Net insurance premium income 40,601 37,754 92 110 40,693 37,864
Fees and commission income
Insurance contracts Insurance contracts Investment contracts Investment contracts
(Noti-linked) (Linked) (Non-linked) (Linked) Service contracts Total
2020 2019 2020 2019 2020 2019 2020 2019 2020 2019 2020 2019

$'millions $'millions $’millions $'millions $'millions $'millions $’millions $'millions $'millions $'millions $’millions $’millions

Fee income - - - - 93 g7 67 65 - 33 160 195
Reinsurance
commission 226 206 2 2 - - - - - - 228 208

Total fees and

commission

income 226 206 2 2 93 97 67 65 - 33 388 403
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HSBC LIFE (INTERNATIONAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in Hong Kong dollars unless otherwise indicated)

Acquisition costs

Insurance contracts
(Non-linked)

2020 2019
$’millions $’millions

Commission expenses
--paid and payable 1,698 2,721

Insurance contracts

(Linked)
2020 2019
$’millions $’millions
52 66

[ s

Investment contracts
(Non-linked)
2020 2019

$’millions $’millions

Investment contracts
(Linked)
2020 2019
$’millions $’millions

Total
2020 2019
$’millions $’millions
1,750 2,787

LA.OI
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HSBC LIFE (INTERNATIONAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in Hong Kong dollars unless otherwise indicated)

Income tax in the balance sheet (continued)

Deferred tax assets recognised:

The components of deferred tax assets recognised in the balance sheet and the movements during the year are as follows:

Depreciation
allowances in
excess of Available- Guarantee Share
related for-sale liability based
depreciation securities reserve payment
$’millions $’'millions $’millions $’millions
Deferred tax arising from:
At 1 January 2019 (35) - (21) -
Charged to income statement (16) - (38) -
Other movement - - - -
At 31 December 2019 (51) - (59) -
At 1 January 2020 (51) - (59) -
Charged to income statement (12) - (124) -
Other movement - - - 1
At 31 December 2020 (63) - 1

(183)

Deferred tax assets recognised in the balance sheet are expected to be recovered/settled after 12 months.

lm_.m..

Reinsurance
arrangement

$’millions

181
(48)

133

133
(49)

84

Impairment

provision Total
$’millions $’millions
13 138

9 (93)

22 45

22 45

52 (133)

- 1

74 87
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(a)

HSBC LIFE INTERNATIONAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in Hong Kong dollars unless otherwise indicated)

Financial instruments (continued)

Credit risk (continued)

)

Credit risk concentrations (continued)

(2) Credit risk concentrations by stage and issuer categories for financial instruments to which the impairment requirement is applied

The following table provides an overview of the company’s credit exposure by stage and by issuer categories and the associated ECL
coverage. It also represents the concentration of exposures in which how credit risks are managed.

At 31 December 2020

-Debt securities
- Government
- Corporate
- Banks

-Loans and receivables
- Corporate
- Banks

-Other assets at
amortized cost*

Total

ECL

Gross carrying amount Allowance for ECL Charge for

Stage 1 Stage 2 Stage 3 POCI Total Stage 1 Stage 2 Stage 3 POCI Total the year
$'millions $’millions $’millions $'millions $'millions $'millions $'millions $'millions $'millions $'millions $’millions
16,749 - - - 16,749 1) - - - (€8] (1
212,981 1,536 - - 214,517 (221) (162) - - (383) (289)
52,334 2,320 - - 54,654 3) (2) - - (5) 25
7,045 1,949 - - 8,994 (43) (16) - - (59) (59)
4,554 494 - - 5,048 - €V - - (1) 2
16,908 - - - 16,908 - - - - - -
310,571 6,299 - - 316,870 (268) (181) - - (449) (322)

*Other assets at amortised cost comprise of cash and cash equivalents, portfolio cash and amount due from investment managers

ImL.I
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(a)

HSBC LIFE (INTERNATIONAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in Hong Kong dollars unless otherwise indicated)

Financial instruments (continued)

Credit risk (continued)

)

Credit risk concentrations (continued)

(2) Credit risk concentrations by stage and issuer categories for financial instruments to which the impairment requirement is applied

(continued)

At 31 December 2019

-Debt securities
- Government
- Corporate
- Banks
-Loans and receivables
- Corporate
- Banks
-Other assets at

amortized cost*

Total

ECL

Gross carrying amount Allowance for ECL Charge for

Stage 1 Stage 2 Stage 3 POCI Total Stage 1 Stage 2 Stage 3 POCI Total the year
$’millions $’millions S’millions $'millions $'millions $'millions $'millions $'millions $'millions $’millions $'millions
12,887 - - - 12,887 - - - - - -
198,768 276 - - 199,044 (83) (12) - - (95) (42)
51,059 1,348 - - 52,407 (19) (11) - - 30) ®
2,161 - - - 2,161 (O] - - - (6 (5)
4,223 338 - - 4,461 (2) 1) - - 3) (€Y
12,747 - - - 12,747 - - - - - -
281,845 1,862 - - 283,707 (110) (24) - - (134) (56)

*Other assets at amortised cost comprise of cash and cash equivalents, portfolio cash and amount due from investment managers

xxxxxxx ~55-
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(a)

HSBC LIFE JNTERNATIONAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in Hong Kong dollars unless otherwise indicated)

Financial instruments (continued)

Credit risk (continued)

8%

Credit risk concentrations (continued)

(3)

Credit risk concentrations by credit quality and stage distribution for financial instruments to which the impairment requirement is applied

The following table provides an overview of the company’s credit exposure by stage and by credit quality and the associated ECL coverage.

At 31 December 2020

Debt sccurities

- Stage 1

- Stage 2

- Stage 3

- POCI

Loans and receivables
- Stage1

- Stage 2

- Stage 3

- POCI

Other assets at amortised cost*
- Stage 1

- Stage 2

- Stage 3

-POCI

Total

- Stage1

- Stage 2

- Stage 3

-POCI

Gross carrying
Strong Good Satisfactory Sub-standard Credit impaired Total  Allowance for ECL Net
$'millions $'millions $’millions $'millions $’millions $’millions $'millions $’millions
U, 237,836 ... 46,836 . %248 ... ... .285920 (389) ___: 285,531 _
236,253 45,594 217 - - 282,064 (226) 281,838
1,583 1,242 1,031 - - 3,856 (163) 3,693
I $120 7899 ..} B34 Tl 14,042 (60) 13,982
4,891 6,472 236 - - 11,599 (42) 11,557
238 1,127 1,078 - - 2,443 (18) 2,425
oo 16908 el S . S 16,908 ... T 16,908
16,908 - - - - 16,908 - 16,908
259,873 54,435 2,562 - - 316,870 (449) 316,421
258,052 52,066 453 - - 310,571 (268) 310,303
1,821 2,369 2,109 - - 6,299 (181) 6,118

*Other assets at amortised cost comprise of cash and cash equivalents, portfolio cash and amount due from investment managers.
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(a)

HSBC LIFE (INTERNATIONAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in Hong Kong dollars unless otherwise indicated)

Financial instruments (continued)

Credit risk (continued)

)

Credit risk concentrations (continued)

(3

At 31 December 2019

Debt securities

- Stage 1

- Stage 2

- Stage 3

- POCI

Loans and receivables
- Stage 1

- Stage 2

- Stage 3

-POCL

Other assets at amortised cost*
- Stage 1

- Stage 2

- Stage 3

-POCI

Total

- Stage 1

- Stage 2

- Stage 3

-POCI

Gross carrying

Credit risk concentrations by credit quality and stage distribution for financial instruments to which the impairment requirement is applied
(continued)

Strong Good Satisfactory Sub-standard Credit impaired Total  Allowance for ECL Net

$’millions $'millions $'millions $'millions $’millions $’millions $’millions $'millions
e 237,999, ... 26,599 ... 230 e elllli.......264338 (125) __: 264,213

236,870 25,613 230 - - 262,713 (102) 262,611

639 986 - - - 1,625 (23) 1,602
3729 B653 ] 240 e e T 6622 .9 ______ 6,613

3,491 2,653 240 - - 6,384 ® 6,376

238 - R - - 238 1) 237
el 12747 o] P el e a2 12747 i e 12,747

12,747 - - - - 12,747 - 12,747

253,985 29,252 470 - - 283,707 (134) 283,573

253,108 28,266 470 - - 281,844 (110) 281,734

877 986 - - - 1,863 (24) 1,839

*Other assets at amortised cost comprise of cash and cash equivalents, portfolio cash and amount due from investment managers.




HSBC LIFE (INTERNATIONAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in Hong Kong dollars unless otherwise indicated)

23 Financial instruments (continued)

(a) Credit risk (continued)

\2) Credit risk concentrations (continued)
(4) Summary of ECL changes in gross carrying amount and allowances
Stage 1 Stage 2 Stage 3 POCI Total
Gross Gross Gross Gross Gross
carrying  Allowance carrying  Allowance carrying  Allowance carrying  Allowance carrying  Allowance
amount for ECL amount for ECL amount for ECL amount for ECL amount for ECL
$’millions  $’millions $’millions  $’millions $’millions  $’millions $’millions $’millions $’'millions  $’'millions
At 1 January 2020 281,844 (110) 1,863 (24) - - - - 283,707 (134)
Transfers of financial instruments
- Transfers from Stage 1 to Stage 2 (4,976) 41 4,976 (41) - - - - - -

- Transfers from Stage 2 to Stage 1 1,138 (81) (1,138) 81 - - - - - -
- Transfers to Stage 3 - -

- Transfers from Stage 3 - - - - - - - - -
- Net remeasurement of ECL arising from

transfer of stage - 66 - (158) - - - - - (92)
New financial assets originated or

purchased 42,559 (52) - - - - - - 42,559 (52)
Changes to risk parameters (model inputs) 240 (134) 887 (39) - - - - 1,127 (173)
Assets derecognised (10,234) 2 (289) - - - - - (10,523) 2
Assets written off - - - - - - -

Foreign exchange and other - - - - - - -

At 31 December 2020 310,571 (268) 6,299 (181) - - - - 316,870 (449)
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(a)

HSBC LIFE (INTERNATIONAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

Financial instruments (continued)

Credit risk (continued)

) Credit risk concentrations (continued)
) Summary of ECL changes in gross carrying amount and allowances (continued)
Stage 1 Stage 2 Stage 3 POCI Total
Gross Gross Gross Gross Gross
carrying  Allowance carrying  Allowance carrying  Allowance carrying  Allowance carrying  Allowance
amount for ECL amount for ECL amount for ECL amount for ECL amount for ECL
$’millions $’millions $'millions $'millions $’millions $'millions $'millions s$’millions $'millions $’millions
At 1 January 2019 260,786 (73) 652 ©) - - - - 261,438 (79)
Transfers of financial instruments
- Transfers from Stage 1 to Stage 2 (1,302) 1 1,302 (1) - - - - - -
- Transfers from Stage 2 to Stage 1 - - - - - - - - - -
- Transfers to Stage 3 - - - - - - - - - -
- Transfers from Stage 3 - - - - - - - - - -
- Net remeasurement of ECL arising from
transfer of stage - - - (16) - - - - - (16)
New financial assets originated or
purchased 59,532 (17) - - - - - - 59,532 (17)
Changes to risk parameters (model inputs) (6,519) (23) 109 (¢} - - - - (6,410) (24)
Assets derecognised (30,653) 2 (200) - - - - - (30,853) 2
Assets written off - - - - - - - - - -
Foreign exchange and other - - - - - - - - - -
At 31 December 2019 281,844 (110) 1,863 (24) - - - - 283,707 (134)

59-
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HSBC LIFE (INTERNATIONAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

23 Financial instruments (continued)

(h)

Fair values (continued)

)

Effect of changes in significant unobservable assumptions to reasonably possible alternatives

The following table shows the sensitivity of these fair values to reasonably possible alternative assumptions:

Significant
unobservable
Valuation techniques inputs
Financial assets
designated at fair
value through
profit or loss
- Private equities
and mid-market
debt funds Price — Net asset value  Fund Valuation

2020 2019
Reflected in equity Reflected in equity
Favourable.  Unfavourable Favourable  Unfavourable Favourable  Unfavourable Favourable  Unfavourable
changes changes changes changes changes changes changes changes
$'millions $’'millions $'millions $'millions $’millions $’millions $'millions $’millions
6,679 (6,679) 6,679 (6,679) 4,440 (4,440) 4,440 (4,440)

Unobservable parameters used to determine fair value for private equity and mid-market debt funds are not amenable to statistical analysis,
therefore quantification of uncertainty is judgemental. Valuations are assessed on an asset by asset basis using a valuation methodology appropriate
to the specific investment, in line with industry guidelines. In many of the methodologies, a principal assumption is the valuation multiple to be

applied to the main financial indicators.
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23

1

HSBC LIFE (INTERNATIONAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated)

Financial instruments (continued)

Offsetting financial assets and financial liabilities (continued)

At 31 December 2020

Financial assets
Derivatives
Reinsurance receivable

Financial liabilities
Derivatives
Reinsurance payable

At 31 December 2019

Financial asscéts
Derivatives
Reinsurance receivable

Financial liabilities
Derivatives
Reinsurance payable

Amounts subject to enforceable netting arrangements

Effects of offsetting in the balance sheet

Amounts niot offset in the balance sheet

Amounts not

subject to

Amounts enforceable
Gross Amounts reported in the Financial Non-cash Cash netting  Balance sheet
amounts offset  balance sheet instruments collateral collateral Netamount  arrangements total
$’millions $'millions $’millions $’millions $’millions $’millions $’millions $’millions $'millions
476 (129) 347 - - 347 - 347
2,052 (665) 1,387 - - 1,387 - 1,387
2,528 (794) 1,734 - - 1,734 - 1,734
311 (129) 182 - (95) 277 - 182
715 (665) 50 - - 50 - 50
1,026 (794) 232 - (95} 327 - 232
503 (188) 315 - - 315 - 315
1,684 (869) 815 - - 815 - 815
2,187 (1,057) 1,130 - - 1,130 R 1,130
393 (188) 205 - (89) 294 - 205
869 (869) - - - - - -
1,262 (1,057) 205 - (89) 294 - 205
A ERR———— e . pl wN_N = Sy P ‘.ullj ety oo K. i,
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HSBC LIFE (INTERNATIONAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in Hong Kong dollars unless otherwise indicated)

27 Liabilities under insurance contracts issued and reinsurers’ share of liabilities under insurance contracts issued (continued)
(© The company has reinsurance recoveries subject to credit risk

At 31 December 2020
Neither past due nor impaired

Sub-  Past due not Impairment
Strong Medium standard impaired Impaired allowances Total
$’millions $’millions $’millions $’millions $’millions $’millions $’millions
Linked insurance contracts 2 - - - - - 2
Non-linked insurance contracts 19,712 - - - - - 19,712
Total 19,714 - - - - - 19,714

At 31 December 2019
Neither past due nor impaired

Sub-  Past due not Impairmernt
Strong Medium standard impaired Impaired allowances Total
$’millions $’millions $’millions $’millions $’millions $’millions $’millions
Linked insurance contracts 1 23 - - - - 24
Non-linked insurance contracts 17,699 - - - - - 17,699
Total 17,700 23 - - - - 17,723

For linked insurance products that provide guaranteed minimum death benefits and guaranteed minimum accumulation benefits, the company has
purchased reinsurance on modified coinsurance basis with a third party reinsurer. The company has a credit risk exposure in respect of this reinsurer’s
ability to meet its reinsurance obligation. At 31 December 2020, the exposure to this reinsurer was nil (2019: $23 million).

In determining recoverability of this reinsurance receivable, the company has assessed the financial position of the reinsurer and its parent company from
public information.

- m.m - s N . ; .. . ) asanem g, e Doy - e —
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