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This annual report, in both English and Chinese versions, is available on the Company’ s website at
www.yff.com (the “Company Website”).

Shareholders who have chosen or have been deemed consented to receive the corporate
communications of the Company (the “Corporate Communications”) via the Company Website and
who for any reason have difficulty in receiving or gaining access to the annual report posted on the
Company Website will promptly upon request be sent the annual report in printed form free of charge.

Shareholders may at any time change their choice of the means of receipt (either in printed form or via
the Company Website) of Corporate Communications.

Shareholders may send their request to receive the annual report in printed form, and/or to change their
choice of the means of receipt of Corporate Communications by notice in writing to the share registrar
of the Company, Computershare Hong Kong Investor Services Limited at 17M Floor, Hopewell Centre,
183 Queen’ s Road East, Wanchai, Hong Kong or by sending an email to the share registrar of the
Company at yunfeng.ecom@computershare.com.hk.
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Management Discussion and Analysis

EEEFNWR DN

OVERVIEW

During the 2025, despite persistent fluctuations in the
global geopolitical and trade landscape, major global
financial markets exhibited an upward trend amidst
volatility, buoyed by the transition into an interest rate
easing cycle and improved market liquidity. During
the year under review, benefiting from the steady
economic recovery in Mainland China and Hong Kong,
the local securities market demonstrated a revitalized
momentum, with both turnover and IPO fundraising
volumes recording year-on-year growth. Concurrently,
driven by robust demand for global asset allocation, the
Hong Kong insurance business achieved strong growth
in premium income. The wealth effect generated by
the market recovery continues to propel Hong Kong’s
financial markets toward high-quality development.

During the year, the Group actively advanced its
strategic transformation, ensuring steady business
growth through strengthened execution and
technological innovation. While consolidating our core
insurance and securities businesses, the Group has
fully embraced Web 3 and blockchain technologies,
accelerating the launch of diversified innovative
products to precisely meet market demands. Leveraged
by prudent risk management and an efficient operational
framework, the Group is committed to expanding
revenue streams within a shifting environment and
continuously enhancing its core competitiveness.
Our goal is to deliver long-term sustainable value
to our shareholders through exceptional operational
performance.

M=

R-ZZHFE REZHUEBARHEES
REFERE  BEMNXTITEHRRES M
RENEET 2RTIETHTHEZREE
EHBE -EHEFR TERPERNMESR
BEBRIEH ABESTERAQERSE
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B XEFEREERBEFTRED  FER
BEBREBUAZSRYER -mHERE
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Management Discussion and Analysis

OVERVIEW (CONTINUED)

The Group’s main sources of revenue include life
insurance premium income and other financial
businesses including subscription fees and management
fees for products launched by the Group, platform fees
for distribution of third-parties products and brokerage
commission income etc. There is no material change in
the Group’s core business activities compared to that of
year 2024.

For the Year, the Group’s insurance revenue amounted
to HK$3,076 million, representing an increase of 9.9%
compared to that of HK$2,799 million for year 2024.
The Group’s consolidated profit amounted to HK$1,079
million, representing an increase of 39% compared to
that of HK$778 million for the year 2024. The net profit
attributable to equity shareholders of the Company
amounted to HK$653 million, representing an increase
of 39% compared to that of HK$471 million for the year
2024. The increase in net profit attributable to equity
shareholders of the Company for the Year was mainly
due to the benefit of the improvement of the Group’s
overall operating performance, including the increased
business scale of YF Life, improvement of YF Life’s
claims experience and effective expense control.

ERSRERERAT
ZE-REFHR

EEENWEDN

M= (F)

AEENTEEBRAREEITEASREBR
BUANHEMERMER (BERTERNR
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REEE AEEHNREKAAE30.7628
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Management Discussion and Analysis
EEEFNWR DN

CONSOLIDATED FINANCIAL RESULTS
REVIEW

REUBRR

FEEFRAERMBRENOT :
REMBRRESN
BE+-A=+—HULFE BBEET

The financial highlights of the Group were as follows:
Consolidated financial result analysis

For the year ended 31 December, HK$ million

2025 2024 Change %
—E-HF —E-MF 2%
Income ION
Net operating income FEERNHE 1,354 1,134 19
Net profit attributable to the A AELSRFE
owners 653 471 39
Basic earnings per share (HK$) SREXRZRZR G&)
(Note 1) (Btat1) 0.17 0.12 37
Final dividend proposed per EEoRRBEREKE
share - - N/A
At 31 December, HK$ million R+=-—HA=+—HF BEET
2025 2024 Change %
—E-HE T NE 1%
Total assets EEMALE 111,099 96,042 16
Total comprehensive equity meEREE (HE2)
(Note 2) 28,003 23,913 17
Owner’'s comprehensive equity B AGZRESRER (F1723)
(Note 3) 19,343 16,168 20
Owner’s comprehensive equity HEEASRESESR
per share (HK$) (Note 4) (B7) (Krat4) 4.77 4.18 14
Group embedded value equity AR ESBEES (F135)
(Note 5) 24,185 21,166 14
Owner’s group embedded value A ABRNESEBEREZ
equity (Note 6) (HtE6) 16,660 14,232 17
Owner’s group embedded value EEASRARNSEBEE
equity per share (HK$) (Note 4) %% CGB7t) (Ht:4) 4.10 3.68 12

YUNFENG FINANCIAL GROUP LIMITED
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Management Discussion and Analysis

CONSOLIDATED FINANCIAL RESULTS
REVIEW (Continued)

Consolidated financial result analysis (Continued)

At 31 December, HK$ million (Continued)

Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:

The denominator is weighted average number of
ordinary shares of the Company.

The total comprehensive equity comprised of total
equity and net contractual service margin (“CSM”).

The total owner’s comprehensive equity comprised
of total equity and net CSM attributable to the equity
shareholders of the Company.

The denominator is total issued shares as of 31
December of the respective years.

The group embedded value equity comprised of group
embedded value, goodwill and intangible assets, net of
relevant tax attributable to the owners of the Company
and non-controlling interests.

The owners’ group embedded value equity comprised
of group embedded value, goodwill and intangible
assets, net of relevant tax attributable to the owners of
the Company.
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Management Discussion and Analysis

EEENWEDN

CONSOLIDATED FINANCIAL RESULTS

REVIEW (Continued)

Consolidated financial result analysis (Continued)

Analysis on profit for the year, HK$ million

wa

PBRE (E

REMBRRON (&
KEFEEBFTH  BEET

2025 2024 Change %
—E-RE —E-MEF 1%
YF Life segment net operating EERE o IPFLERH
income 1,385 1,167 19
Other financial services Hit & mARE M D[ 2B
and corporate segment ReEEie
operating loss (31) (33) (6)
Net operating income FEENE 1,354 1,134 19
Adjust for the following profit or FWELUTIERRERFE:
loss and expenses impact:
— Short-term fluctuations —BEREBEKZERHOER
in investment returns, EER EXKEIR
exchange fluctuation and ZNREBAES
discount rate related to
insurance business (28) (278) (90)
— Investment return related —HEMSBREER

to other financial service HEENRERR

business (133) - N/A
- Finance costs (Note 2) —®E A (M at2) (153) (208) (26)
- Other items (Note 3) —HMIER (#i3) 3 82 (96)
- Consolidation adjustments — G OtRARE (HiF4)

(Note 4) 36 48 25)
Profit for the year REERF 1,079 778 39
Less: non-controlling interests & - FEIERER (426) (307) 39
Net profit attributable to the A ARG GRFEE

owners 653 471 39

Note 1:

For detailed analysis related to YF Life segment net

operating income and related adjustment, please refer
to key financial data of insurance business segment

section.

Note 2:

Note 3:

Note 4:

The amount includes bank interest expenses and other
finance expenses incurred for the capital required in
the Group’s strategic investment.

Those items including costs of group restructuring
and special projects considered by management
which should be separately disclose to enable better
understanding of net operating income.

The consolidation adjustments represent the financial
impact arising from the consolidation of YF Life.

et -

Htate -

KiaEs -

=R

BOFEMAD N

EMBBBELD

THEERRIBFLENBREHAR
FEHRBEBSBE

ZEREAERAEEERRENFTELE
ENRTANEERNHGHBEER -

EEERAEEBREUERATSFT
MELEFENER ELEHBEEE
BEARSHRIBERRRA

BHAREAHBBREEENIBTE -
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Management Discussion and Analysis

CONSOLIDATED FINANCIAL RESULTS
REVIEW (Continued)

Changes in total comprehensive equity

The table below sets forth the movement in
comprehensive equity which is the total of net assets
and net CSM. Comprehensive equity represents
the aggregate value of historical profit and future
profitability from in-force business net of cumulative
returns to shareholders.

EEENWEDN

REUBRR(E)

REeRRRAESE
TRAN THRERE (MEEFERSEHR

BREBNELFN BN RRENWRER S
RIFRREH o

HK$ million BEETT
2025 2024
—E-RE —E-ME
Balance at 1 January — B — B 2z8% 23,913 23,629
Issue of subscription shares BITRBR M 1,167 -
Profit for the year REEREF 1,079 778
Foreign exchange reserve and tax BE 5 & B AN B Ut 46 (24)
Net fair value reserve and other DPAREEFREBFENEMES
movement (Note 1) (K1aE1) 1,889 (470)
Dividend paid to non-controlling interest BB A TFERERZKE
of a subsidiary (91) -
Balance at 31 December +=—RA=+—Hz8tr%E 28,003 23,913
Attributable to: FE{ERER
- equity shareholders of the Company - ARABEZRR 19,343 16,168
- non-controlling interests — R ER 8,660 7,745
Total comprehensive equity eGSR 28,003 23,913
Note 1: Net fair value reserve included the net insurance HaT NABERETEEEREEMEES KRR
finance reserve recognised in other comprehensive hEINRENEHEERE SR RS
income. Net CSM movement is included in other EREENSSHESEREMNEE S -
movement.
INSURANCE BUSINESS REVIEW RGO E

To facilitate a more thorough and comprehensive
review of the insurance business, YF Life, management
considers the full year operation and financial data
excluding fair value accounting adjustments made
on YF Life acquisition and intragroup transaction
elimination with other business segment of the Group
is able to provide reader with more relevant information
on the business performance of the insurance business
segment operating results.

ERSRERERAT
ZE-REFHR

AEREREMZELERREBXL (18
BRER)  EEERR THUWEBEEERRE
LA K B2 5= B HL 4 3£ 75 0 38 19 5= B 9 3 A2 5 3K
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BERESMBRECHEREEBREE
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Management Discussion and Analysis

EEEFNWR DN

OVERVIEW

During the year 2025, our insurance business remained
as authorised insurer licensed to carry on life and
annuity, linked long term, permanent health, and
retirement scheme management long term insurance
businesses in Hong Kong. It also operates in Macao
through a branch office and is licensed to sell life
insurance products in Macao.

Our insurance business division is committed to meeting
our clients’ various needs by continuously enriching
our product offerings and maintaining a diversified
product suite. Our four flagship products include: (i) the
“Prosperous Infinity Saver” and “Beyond Infinity Savings
Insurance Plan”, flexible participating savings plans for
wealth accumulation and include key features such as
multiple policy currency exchange, flexible policy-split,
bonus lock-in, premium holiday, and also the freedom
to convert the cash value into lifetime annuity income;
(i) the “PrimeHealth” series which are critical illness
products covering a wide range of illnesses; (iii) the
“FLEXI-ULife Prime Saver”, a flexible universal life
insurance plan; and (iv) the “MY Flexi Lifetime Annuity”,
a plan providing guaranteed lifetime annuity income to
act as a safety net during the customer’s retirement.

As of 31 December 2025, the tied agency force
consisted of approximately 2,786 (2024: 2,979) agents
in Hong Kong and Macao. In addition to the tied agency
force, we also utilise brokers and agency intermediaries
as well as banks and other financial institutions to
distribute insurance products. The insurance business
division has approximately 551 (2024: 545) employees
and more than 540,000 (2024: 537,000) in-force
individual policies.

During the year 2025, we continued to develop and
grow our tied agency to increase penetration in
market while also seeking to expand our brokerage
and agency intermediary distribution channel. For our
bancassurance distribution channel, while reinforcing
our existing partnership relationships with banks, we
launched a new partnership and explored opportunities
with various fintech companies to tap into the online
customer segment.

Our insurance division continued to innovate and
introduce new savings, protection and annuity products
targeted at our key customer segments to grow both
local customer and Mainland Chinese Visitor (MCV)
sales, as well as support channel development.
The year 2025 holds a significant place in YF Life’s
history, marking its 50th anniversary in Hong Kong. To
commemorate this milestone, the Company introduced
a new brand concept and image “Invesurance” to
demonstrate its commitment to protecting and growing
customer’s interests over the long term. Technology
empowerment remains one of the Company’s core
values. We introduced new features to our sales and
customer platforms as part of our ongoing commitment
to enhance sales efficiency and provide a seamless
experience for our customers.
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Management Discussion and Analysis

NON HKFRS SUPPLEMENTARY FINANCIAL
INFORMATION

Total Premium and Fee Income

Total premium and fee income (“TPI”) consists of full
amount of single premium, first year regular premium
and renewal regular premium before reinsurance and
includes deposits and contributions for contracts. In
preparing the financial statements in accordance with
Hong Kong Financial Reporting Standards (“HKFRS”),
insurance revenue represents the changes in the
liabilities for remaining coverage that relate to services
for which the Group expects to receive consideration
and an allocation of premiums that relate to recovering
insurance acquisition cash flows excluding all
investment components like deposits and contributions.
Therefore, the insurance revenue recognised in the
financial statements prepared under HKFRS is less than
TPI.

EEENWEDN

E%Eﬁ%#&%ﬁﬂﬂuﬁl‘ﬂ’ﬂ?ﬁﬁﬁﬁ%%

/0N

REMEABARE

REREAUALBECEBR ZANENSR
B2 BEFHAKRBENERIARE K
BERENHENER - REB(EBHBRS
ZR R M HRRE > RBRAEEAEH
A SUBRESENRBEBRNARIHPEMLE

MEREDEE  TEEMERERD (Hlulfr
MM - Bt - RIB(BF B BHIRE R
RO HERERRPEINRBBUABRRE
REBERWALREE -

For the year ended
31 December

BE+-A=+t—BHLHFE

2025 2024 %
—g-sF —T-mg B 16%
HK$ million HK$ million
BEZET BEZE T
Total premium and fee income REREBHWRAEE 16,427 12,383 33
Management considers TPl as one of the important EEEIARERBANAAEEAEER

measures of the Group’s operating performance and
believes that they are frequently used by analysts,
investors and other interested parties in the evaluation
of insurance companies. The management also uses
TPl as additional measurement tools for the purposes
of business decision-making. TPl is not measures of
operating performance under HKFRS and should not
be considered as a substitute for, or superior to, profit
before tax in accordance with HKFRS.

ERSRERERAT
ZE-REFHR

EXEBENERERz2— MERBDOME
REERAMBERL EFEREQAFESE
ERAZER EEEEERARERBEAKA
BMEBEREBREENZMMITETAR R
B(EBUMBREER)  RERBHAWRAR
BAFEEXENER TAERERLBEH
BRRERCE B M H®EER]) B BRE ATE
A e
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Management Discussion and Analysis

EEENWEDN

BUSINESS VOLUME

The tables below set forth the TPl of the Insurance
business by (i) geographical region, (ii) distribution
channel and (iii) product type based on internal records.

() By geographical region

XKE

TRENAIBLHZOWEEIT ()2 HR
BA)VERBERBIN T REEBENRERE
FAUR #8258 -

() ®EESE

For the year ended 31 December

BE+-A=+—HLFE

2025 2024
—B-EE —EomE
HK$ million % HK$ million %
BEETT BEET
Hong Kong &8 12,983 79 9,343 75
Macao B FS 3,444 21 3,040 25
16,427 100 12,383 100

(ii) By distribution channel

(i) BoERE

For the year ended 31 December

BE+t-A=t-BL%E

2025 2024
—EC-nE —E-NE
HKS$ million HK$ million
BEEET BEET
Hong Kong Macao Total Hong Kong Macao Total
B 4 CLl 5 s a%
Tied agency BRAE 4,993 1,440 6,433 4,718 1,300 6,018
Brokers and non-tied RZAMEBH
agency KRB 7,337 1,340 8,677 4,012 1,436 5,448
Banks and other BTNEMER
financial g
institutions 653 664 1,317 613 304 917
12,983 3,444 16,427 9,343 3,040 12,383

12
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Management Discussion and Analysis

BUSINESS VOLUME (Continued)

(iii) By product type

EEENWEDN

EKE(F
(iii) ZRERER

For the year ended 31 December

BE+t-A=t-BL%E

2025 2024
—EC-EE —E-ME
HKS$ million HK$ million
EEET BEET
Hong Kong Macao Total Hong Kong Macao Total
BB P CE i RP CH
Regular premium -  HARE-EE

First year 4,408 760 5,168 2,283 229 2,512
Regular premium -  HiSRE - &

Renewal 8,240 2,632 10,872 6,682 2,768 9,450
Single premium BARE 331 47 378 374 39 413
Fee income ERKBA 4 5 9 4 4 8

12,983 3,444 16,427 9,343 3,040 12,383
EMBEDDED VALUE AND VALUE OF NEW RNEBENTEKEEE

BUSINESS

The Embedded Value method is a commonly adopted
alternative method of measuring the value and
profitability of a life insurance company. Embedded
Value is an actuarially determined estimate of the
economic value of a life insurance business based on
a particular set of assumptions as to future experience,
excluding any economic value attributable to future
new business. Value of New Business represents an
actuarially determined estimate of the economic value
arising from new life insurance business issued in the
relevant 12-month period.

We adopted a traditional deterministic discounted
cash flow methodology to determine the components
of embedded value. This methodology makes implicit
allowance for the time value of options and guarantees
and other risks associated with the realisation of the
expected future distributable earnings through the use
of a risk adjusted discount rate and is consistent with
the industry practice in the market.

ERSRERERAT
ZE-REFHR

NEBEERFTEASRRBLAREBEEMAETR
REINERERST Z RSEERERY XK
RERN-—ABERRNVNBEEBRENASR
PREBNEEEE TSRRMEBNEM
KEEBE HEBREERETHERBI12EAH
BRABTHHIASRBEEEENEEEE
B EBEMET

EMRAESNEELERRERNEBERTE
WEEBENARSD - ZA EEBERRR
ABRUERR . fHENERNEBEAENURK
B AT R 3R AT o B Wk a5 AR B 9 H At &L B 5t
RASER LETSITEEN - -
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Management Discussion and Analysis

EEENWEDN

EMBEDDED VALUE AND VALUE OF NEW
BUSINESS (Continued)

The embedded value of the insurance business as at
31 December 2025 is HK$23,047 million (31 December
2024: HK$21,089 million) with breakdown as below.

HK$ million

NEBEMMEKEEE)

R-ZE-_RE+=-A=1+—8 RBELEN
ANEEBEB23047EB T (ZE-ZmNFE+=
B=+—H :210.89E#8 ) ' 15T »
BEEET

31 December 31 December

2025 2024 Change %
—BCIF —EME
t-A=t-B ft-A=1-H 1%
Adjusted Net Worth (“ANW”) (Note 1) &R FE (K1) 17,972 16,939 6
Value of in-force (“VIF”) business BEMERINRELANE 2B

after CoC (Note 2) WEE (HiF2) 5,075 4,150 22

Embedded value NEEBE 23,047 21,089 9
Note 1: The ANW represents the market value of assets in Kiatt1 - KARFIEIEBLEANYXEREEES

excess of the assets backing the policy reserves and
other liabilities. The shareholder dividend distributed in
May 2025 has been reflected.

Note 2: The VIF is the present value of future estimated
after-tax statutory profits from in-force business,
discounted at the risk discount rate. The increase is
mainly driven by strong sales in 2025.

The value of new business (“VNB”) of the insurance
business for the year ended 31 December 2025 is
HK$1,548 million, significantly increased by 126%
compared to HK$685 million as of last year.

14

MEMBEENEEZTSEE R-ZF
“HERASTENRRBRECHERR -

Ktz : EREBEEREAENEBORRME
REZEFNBNRE  WABBRET
DR ZERRIERA-_E-AF
RBNEEMED -

BHE-ZE-HF+-A=+—-HLEE &
MEBNNEREBREAIS48EBT  BEE
$%15H6.85EB T KB R 126% °
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Management Discussion and Analysis

2424
EEENWE DM
EMBEDDED VALUE AND VALUE OF NEW NEBEMMEKEEE)
BUSINESS (Continued)
VNB FrEBEEE
31 December 31 December
2025 2024 Change %
b 2 —E-MmE
+=ZB=+—-H +t=A=+-H #1%
Tied agency BRRE 419 341 23
BEANEBRAE 3 times
Brokers and non-tied agency 1,053 280 3fZ
Banks and other financial institutions BT E b4 Fhikss 76 64 18
1 time
1,548 685 1%
The annual premium equivalent (“APE”) (Note) for the B E-_RF+-A=+—HILEENE
year ended 31 December 2025 amounted to HK$5,705 ILHRE (Hi3F) B57.05B8 T B=-E=-
million, representing a 108% growth compared to FEW27.36E B TIEREI108% °
HK$2,736 million in 2024.
APE FILHIRE
31 December 31 December
2025 2024 Change %
S S —TopmE
+=ZA=+—-H +t=A=+-H 21%
Tied agency BRRE 1,064 871 22
BEANEBRARE 1 time
Brokers and non-tied agency 4,044 1,759 112
RATMEM S REE 4 times
Banks and other financial institutions 597 107 41z
1 time
5,705 2,736 112
During 2025, the increase in VNB of the three channels N-EBE_RFEHE S EAEENHREREERE
are primarily driven by higher APE. In particular, in imﬁfgmﬁf\i{tﬁﬁgtﬂﬁﬁ’“@ I=R:
terms of sales effort, the agency channel recorded a T ESEEFE O RKBEENFEYLEER
39% increase in average productivity, 34% increase ;Eﬂ T39%  EHRBEREIEREFHA T34% ¥
in average premium size, 19% of new recruits and BEABERAIIY ¥ EEETEEEER
achieved seventh in ranking of MDRT for Hong Kong eHgL s yu’;g-t o B—HH FEHMRE
market. On the other hand, in terms of achieving service FE RLEBERE NS B IBISWIN25E B
excellence, broker channel is able to maintain an above ﬁﬁ}_ﬂﬁz °

98% 25-month persistency rate of insurance policies.

ERSREBERLR
—E_RFFER 15



Management Discussion and Analysis

EEENWEDN

EMBEDDED VALUE AND VALUE OF NEW
BUSINESS (Continued)

For further detailed discussion of embedded value and
new business value of insurance business, please refer
to the Embedded Value section.

Note: APE represents 100 per cent of annualised first year
premiums and 10 per cent of single premiums, before
reinsurance ceded. It is an internally used measurement of
new business sales or activities within YF Life, excluding
group and pension businesses.

KEY FINANCIAL DATA OF INSURANCE
BUSINESS SEGMENT

The key financial data of insurance segment is
presented under HKFRS on a full year basis before
any fair value adjustment arising from the acquisition
accounting policy and intra-group transaction
eliminations except for those where other basis and
consideration are stated:

NEBEMMEKEEE)

FRRRBEBRNSEENT XL EENE -
SHAT® F2HRNSEERD °

M FIEFRERKRBRED H100%NWEFFE
EREMONXNBENRE - LAHEBBERRER

MEEMEBEEIZH (FTREE

TEB)NER -

REFEBIBEIEZVHERIE

B8 AR 1K

BREFHAERHEMMKEBENZBHIBHERS
REDMBHTEVHEERNER BB S THE
MEBRNBEELENEARAEEFIENR
B(ERBMBHREENZZF2® -

2025 2024 Change %
—g-nfF —F-MAE B1L%
HK$ million HK$ million
B & ET BEET
Insurance revenue (Note a) REEW A (Kita) 3,076 2,801 10
Insurance service expenses RIEREER (K2b)

(Note b) (2,347) (2,108) 11
Net expenses from reinsurance BRESEEENEH N/A

contracts FER 81 (59) i@ A
Insurance service result (Note c) RERRIEU A (Fitc) 810 634 28
Investment return = aCIE 6,123 3,706 65
Net finance expenses from REEREELENTKE

insurance contracts (Note d) FREE (fitad) (5,280) (3,098) 70
Net finance income from BREGREENTE

reinsurance contracts (Note d)  Ux A E%8 (f732d) 296 247 20
Movement in investment RESEAGBED

contract liabilities (231) (203) 14
Net financial result B EE T 9208 652 39
Revenue from investment KREEERKE WA

management services and Hauw A

other income 67 101 (34)
Other operating expenses HihR& & A (i ite)

(Note e) (242) (289) (16)
Profit before taxation BR B4 A% A 1,543 1,098 41
Taxation i 18 (167) (126) 33
Profit after taxation BRFE& =R 1,376 972 42
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Management Discussion and Analysis

KEY FINANCIAL DATA OF INSURANCE
BUSINESS SEGMENT (Continued)

Note a:

Note b:

Note c:

Note d:

Note e:

The amount reflects the consideration which the
insurer expects to be entitled for the service provided
on an earned basis.

The amount reflects service expenses arising from
insurance contracts issued by the Group including
incurred claims and other expenses.

The balance represents the net result of insurance
revenue, insurance service expenses and net expense/
income from reinsurance contracts, which comprised
of contractual service margin (“CSM”) release and
fulfilment cashflow variance as explained in more
details under insurance contract liabilities and
reinsurance contract assets section.

The amount reflects change in carrying amount of
insurance and reinsurance contracts arising from effect
of change in discount rates and financial risks.

The amount mainly represents operating expenses
for supporting MPF business, back office supporting
function, investment contract operation etc.

NET OPERATING INCOME

For management decision making and internal
performance management purpose, the Group refers

EEEFNWR DN

REEBIBETEVHEHIE (F

Kita -

Hiathb -

Kiate -

Hiatd -

Kiite -

ZEBERRTREADEDHERERR
AR T BREL RO WA -

ZEBERRTAEERENRESE R
EEXENRBER ERCBERINE
thEM -

ZBREARBUA RERBEAMNE
REBEREENER WAFE b
BEARBRBEFRNBENBEARER
MER Z2RRBEFEENERKRS
BEEND PHFMIA -

ZEERRTHBERRSINY KRR
%%FEE’JﬁéFﬁAﬂ%ﬂﬁﬁ[ﬁAﬂﬂﬁ

ZERIEREAXTEBEEL &RAE
e REARKEXBRENERER -

REENE

REEEBRERANEREE2BENMS
REBEFRRERNFEE §%U/Fﬁ?a$¢VW$7/b\

to the net operating income (“NOI”) representing profit ¥ ITHESEWNEFN KREEFTEERNHE
generate from core business activities for the Year IN19% £13.85F B T °
increase by 19% to HK$1,385 million.
2025 2024 Change %
—E-HF —ETNE 2%
HKS$ million HK$ million
HEETT BEET
Insurance service result (Note 1) {REARFEURA (F1iE71) 772 567 36
Investment result (Note 2) wREWR (F1E2) 985 886 11
Others (Note 3) H it (f1573) (372) (286) 30
Net operating income FEERE 1,385 1,167 19
Adjust for the following income FHELTIEZRE A
and expenses impact: &
— Short-term fluctuations —iﬁﬁlﬁ]iﬁ ERR
in investment returns, AL 3R R 19 552 B B
exchange fluctuation, and (K1at4)
discount rate (Note 4) (21) (278) (92)
— Other transactions (Note 5) B2 5 (HEF5) 12 83 (86)
Profit for the year EEERF 1,376 972 42

ERSRERERAT
—E_REER
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Management Discussion and Analysis
EEEFNWR DN

NET OPERATING INCOME (Continued) HEERE (&)

Note 1: The balance represents the difference between Htatt1 : ZEARBUWAERRREEAR (1K
insurance revenue and insurance service expenses for BREGRABRAR) WEBE (TEREER
provision of services net of the reinsurance contract AE) REBEBERANETERELEN
results excluding exchange adjustment. The key driver NWERREERBESE -
for insurance service result is the net CSM release.

2025 2024 Change %
—E-RE —EDNE #21%
HKS$ million HK$ million
HEET HEET
Net CSM release BN E BRI E R
ey 739 646 14
Impact of variances and risk ZEMERFDE K
adjustment net of reinsurance BREBAZ) NS N/A
result @ 33 (79) i@ A
Insurance service result R B2 BR 75 LA 772 567 36

Note 2: The balance represents net financial result of Kiaz2 : ZHELARENR - RENBRERESE
investment return, net finance income (expenses) from EENMBERA(EBR) FHEURRES
insurance and reinsurance contracts and movement EEENES (FTEREELARE) - 85
of investment contract liability excluding exchange N ETERRREEEMBRAE
adjustment. The increase of balance is mainly
contributed by a larger pool of investment assets and
yield.

2025 2024 Change %
—E-HEF —ZT-EF 21%
HK$ million HK$ million
HEET BEET
Interest income and others FIE WA FIE A 3,200 2,985 7
Investment return for equities EREBESFNEBRRER
RERE = 280 247 13
Insurance finance expenses and RS EEENI
others ERFHEMEM (2,495) (2,346) 6
Investment result REWZ 985 886 11

The investment income excludes income arising from
investment-linked insurance products and direct
participating contracts.

REWSZTEEREREBEERTD
AL B ILER -
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Management Discussion and Analysis

NET OPERATING INCOME (Continued)

Note 2:

Note 3:

Note 4:

Note 5:

(Continued)

The annualised fixed income (interest income) yield*
increases gradually from 4.4% in 2024 to 4.5%
in 2025'. The annualised total investment return®
including return for equities increases from 4.5% in
2024 to 4.6% in 2025.

The annualised fixed income yield is calculated
as interest income divided by the average
amount of debt securities and loans and
receivables (excluding principal protected notes)
for the year ended 31 December.

# The annualised total investment return is
calculated as interest income and others and
investment return for equities, divided by the
average amount of total assets under investment
management for the year ended 31 December.

The balance represents net result of revenue from
investment management services and other income
and other operating expenses. The increase in balance
is mainly contributed by increase in operating expense
and Global Minimum Tax which is newly effective in
2025.

The balance comprises of below items which are
considered not relevant to our core business and the
related decision making and internal management
purpose.

Short term fluctuation represents difference between
current year return and long term supportable
expected return of all equities and funds excluding
mutual funds investment, impairment, unrealised gain
or loss and profit or loss from disposal of investment,
exchange fluctuation on both asset and liability and
discount rate impact on liability which is affected by
short term economic environment without long term
economic impact on the core business.

Other transactions represent the impact which
management considers not related to core business
activities and therefore excluded from NOI for better
understanding (e.g. non-recurring other income,
maintenance cost of HKFRS 17 etc.).

! The yield on fixed income investments for new funds in 2025
was 5.7%

EHSMEEERAR
TECRFEER

EEEFNWR DN

REENE (&)

Hrat2 -

KiaEs -

Htata -

BaEs

1

(#4&)

thlfiu&z)\(EﬂiFU@u&)\)E’Ju&zﬁi;*%
SEA RFE_NENIIANLEHZE
Sl S E’J45%°${t£@¥x§@aeﬁ“(@
BEREREOR) AR -_FT-_NEHN
A% EAZT B -AFMNI6%

* FEERA W RZUF WA
BRUBE+-—A=+—HLEFE—

RRERBSBEERTHNEBRE S
MERRERR (ETEEREAR
BIWTHILE -

# FAREBBEIUFBERARE
AR ERERR  BRABZE+ =
A=+ HLFEREEHETE
ERABENEEeE-

ZBRBEASREEERBWA LR AU
AMEMEEER -HENENETER
REBREMURR-_ZE_RAFHENR
MEREEBAAE -

ZBBEBEATEHERRMOZRLER
RABRE AN A EE B AVEE -

EHEBRMRTESRE(FTEEEERER
ERE)MWEFRZERMAIHER A
MER REE RENAERBESNHE
BB EEVNEENERZBHURER
EHEENFE ELEEZIEHRT
MRBERENEZE BETEHRLER
EERBEERE -

Hitix G EEERAZTEEAZL
XBBEEMTLEEFEENBAUE
EHTHFEEFNR MIMELKLEEE
el A - (EB B |RELERD B175RH
HEERS -

CECIFHESHEEREREWERS
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Management Discussion and Analysis
EEEFNWR DN

ASSETS AND LIABILITIES EEMNEE

TRV THWBSEHHREEENEAQIAE
ERBNEBARNINIKE 280 R I
AMEENEBNEIENBHEER -

The following table sets out the key financial information
with respect to the assets and liabilities employed by
the insurance division before any fair value adjustment

arising from the acquisition accounting policy and

intra-group eliminations.

As at As at
31 December 31 December
2025 2024
R-EBE-HF R-ZE-OAF
+=A +=A
=+—H =+—H
HK$ million HK$ million
BEZET BEZEBr

Investments (excluding unit-linked RE(TEBRERERERE)
investments) 84,792 72,031
Unit-linked investments BREHERE 6,362 5,663
Investments in associates REEERNBHRE 74 -
Cash and deposits HEMEFER 5,621 4,895
Reinsurance contract assets BRBAEREE 7,482 6,791
Other assets Hith&EE 2,825 2 684
Total assets BEEHBEE 107,156 92,064
Insurance contract liabilities REERER 82,629 69,618
Investment contract liabilities RESREARG 5,157 5,096
Other liabilities Hibh& & 2,081 1,512
Total liabilities BEH8%E 89,867 76,226
Net assets EEFE 17,289 15,838
Net CSM SRR 2R FE 9,782 8,219
Comprehensive equity REER 27,071 24,057
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Management Discussion and Analysis

ASSETS AND LIABILITIES (Continued)

As at 31 December 2025, the investments and cash
and deposits amounted to HK$90,413 million (2024:
HK$76,926 million) comprised of 78% debt securities,
5% loans and receivables, 11% equity securities (7%
is from direct participating contracts) and 6% cash and
deposits. Debt securities and loans and receivables
are considered fixed income type of investment,
representing 83% of the total investments and cash and
deposits. Within the fixed income portfolio (excluding
principal protected notes and asset-backed hybrid
facility/investment agreement), 97% (2024: 97%) are
investment grade rated (i.e. BBB- or above), comprised
of 6% is rated AAA, 20% rated AA, 45% rated A, 26%
rated BBB, the remaining 3% of investments rated
BB & below. The above credit ratings are referenced
to public credit ratings from reputable credit rating
agencies or internal rating analysis with the support
from external investment manager using similar credit
rating methodology.

As at 31 December 2025, the total assets under
management (“AUM”) of insurance business including
those managed through non-consolidated entities like
MPF schemes amounted to HK$102,951 million (31
December 2024: HK$88,379 million).

ERSRERERAT
ZE-REFHR

EEENWEDN

EENEE (&)

NR-ZE-_RE+=-A=+—RH RERRKRS
MERLAIERIVLIAMEE T (ZE M F :
769.26f2B L)  EH EIE78%E K FE &
5% ERRERR  M%AEZBS (TvhE
BEEZHSABEHNER)  UK6%ES
MER - BEESH BERRERFERAE
EWRZEHANKRE  SHERERBESNE
HM83% - TR EWAREHLHS (EXBHE
REZENEEXENESER REWHSH)
F97% (ZEZWHF 1 97%) WEE W A
BEAKRELRR (IBBB—HL L)  HF g
FE6% BAAAL  20% BAARR + A5% BALR -
26% 5BBBAR ' He43%8| ABBHA U T o
TR EETFRARSERBEGENEETR
BN AHEETIARENBRESEHRE
MBI T EREUNGERETIRFEETRA
RO MEBHL ©

BE-Z-_fHF+ZA=+—H RB%E¥
(BRERAESHEASHEHEREENE
B NEEEEAIEA1,02951E8BT (=
“HWHE+=ZHA=+—H :883.79E#B ) °
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Management Discussion and Analysis
EEEFNWR DN

INVESTMENT ANALYSIS

REDH

The tables below further set forth the asset allocation of TRIZ:(WENBMNTE Y TRE
the fixed income and equity portfolio of the insurance DB EWN BN ERREEHENEESE -
division by (i) geography and (ii) sector.
By geography BRBNE
Rank % of Total
#t%  Geography (Note 1) WEBNE (K1) MEEE DL
1 United States EH 78.2%
2 China, Hong Kong and Macao RE - FBMRM 4.3%
3 Australia B K F5E 2.2%
4 Chile E= | 2.0%
5 Canada mnEX 2.0%
6 Indonesia ENEfEMmE 1.0%
7 Mexico iR 0.9%
8 Saudi Arabia pOE IR =) 0.8%
9 Netherlands el ] 0.8%
10 Japan SN 0.8%
11 France JEE 0.8%
12 United Kingdom HE 0.5%
13 Switzerland b 0.4%
14 Thailand e 0.4%
15 Diversified (Note 2) Zuibth®E (fEF2) 2.4%
16 Others (Note 3) Hth (#faE3) 2.7%
Total (Note 5) A&t (BtaE5) 100%
By sector ®mIT%
Rank % of Total
¥%&  Sector (Note 1) T (HaE1) HBEER DL
1 Electric E 13.5%
2 Consumer Non-Cyclical FBEMEEE 13.0%
3 Energy RERE 8.8%
4 Insurance REE 7.0%
S Technology BT 6.6%
6 Consumer Cyclical BEMEESE 5.0%
7 Commercial Mortgage BEEKBFER 4.6%
8 Banking RITZH 4.4%
9 Capital Goods EARBE 4.1%
10 Basic Industry BERTE 4.1%
11 REITs B ERERETT 41%
12 Treasuries Bl EE % 4.1%
13 Transportation RBERE 3.9%
14 Communications B 3.6%
15 Government Owned No Guarantee BERBEEEE 3.6%
16 Brokerage/Asset Managers/Exchange Hn BEEE XHF 2.8%
17 Natural Gas RARITH 1.5%
18 Non-Agency CMBS B EIKIFERE S GEEEM) 1.0%
19 Others (Note 4) Hth (ffat4) 4.2%
Total (Note 5) a5t (H1E5) 100%
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Management Discussion and Analysis
EEEFNWR DN

INVESTMENT ANALYSIS (Continued) REDH (&)
Notes: Wi -
1 Unit-linked investments are excluded. By geography, 1 TERREEERE RUEE S BBRHO

exposures include fixed income portfolio and equities
(excluding exchange traded funds). By industry sector,
exposures include fixed income portfolio (excluding principal
protected notes) only.

BREEERAREASNESZES (BETEE
REMEERES) - BITXEID BRHORE
FEERAREES (BEFBERERE) -

2 ‘Diversified’ includes alternative fund exposures. 2 Sttt ERESERE -

3 Others represent 22 countries/regions. 3 HitR22EE R ENRELE -

4 Others represent total of 12 industries. 4 HiTEB12@TEER -

5 Due to rounding, numbers presented in the table may not 5 HANEREABRZ  BREENENMTELRE
add up precisely. REBE -

INVESTMENT ASSETS REEE

The table below sets forth the asset allocation of the TREHTRIEDBREEENEEDE

investment portfolio of the insurance division which
the Group uses to monitor the performance of the
investment portfolio. The debt securities and loans and
receivables were reported at cost less accumulated

amortisation and accumulated impairment before
expected credit loss while equity securities and unit

trusts were reported at fair value.

AEBBHERREAENEN - BHES
M E R B RT3 B AN R R 5T 85 A R ET R
EREREAEXRAI®R MEZISNE
UERAZEQAAREBEESIR -

As at 31 December

R+=-ZBA=+—H
2025 2024
—E-hE T NF
HK$ million HK$ million
BEET B2
General investment and surplus assets —RIREREBHEE
Debt securities BEES 67,775 62,834
Loans and receivables ERNEWF 3,985 4,317
Equity securities BEES 3,275 2,590
Cash for investment ARKRENIRS 2,948 1,948
77,983 71,689
Direct participating contracts EEEESHSABENER
Debt securities BERES 7,544 4,413
Loans and receivables BR K EWFR 330 -
Equity securities ERES 6,398 3,366
Cash for investment ARKXENIRS 357 859
14,629 8,638
Unit-linked investments BEHERE
Equity securities ERES 6,362 5,663
98,974 85,990
EHRSREEERAT
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Management Discussion and Analysis

EEENWEDN

INSURANCE CONTRACT LIABILITIES AND
REINSURANCE CONTRACT ASSETS

The liability (or asset) recognised for a group of
insurance and reinsurance contracts is measured as
the sum of the fulfilment cashflow, cashflows arise as
the Group fulfils the contracts and CSM presenting
the unearned profit that the Group will recognise as it
provides insurance coverage in the future. The table
below sets forth the related information.

REREFEEENBREERAEE

BRENBRREEDEARINEE (REE)
&E%ﬁém§\$ﬁlﬁﬁéﬂhFim
BeREURRRAEBERKBHRRBEBR
BREEEIANKERIANENEREARBER 2
MitE - HEEE&HIRT R -

As at 31 December As at 31 December
2025 2024
R-ZZ2-HF R-EB-MEF
+t=ZA=+—~H +=ZA=+—~H
HK$ million % HK$ million %
BEET HEET
Fulfilment cashflow BHBESHE 65,365 87 54,608 87
Net CSM SRR EEFE 9,782 13 8,219 13
Net balance PREFEE 75,147 100 62,827 100
Comprised of: B
Insurance contract liabilities REEREE 82,629 69,618
Reinsurance contract assets BRESEEE (7,482) (6,791)
75,147 62,827
The table below sets forth the net CSM roll forward TEIWRTEERBERZIHENEHEZE -
which provides information on the economic impact of HEHAEHTENEAEFERAEENEESZEN
changes during the year to understand the performance EE UTHERPANEBRERRKREBREE DM
of our business in terms of future profitability and iﬁz'xiﬂy}?}%%,,;m”ﬁkﬁ@ﬁﬁﬁlﬁ L4

contribution to current year financial performance to
align with NOI performance management purpose. The
net CSM has grown by 19% from HK$8,219 million as
of 31 December 2024 to HK$9,782 million due to new
business generated and more favorable experiences.

b EL*U/F?:E;&AIEEEQ"%I—? 7 &
+ A=+-— EI Aﬂﬁﬁﬁ%%r@% 553%8219
3%97.821*‘,%75 , imETm% ' EEE;EEEEA%JT
EENEBUREEANEREE -

2025 2024
—ERF —E-OF
Notes  HKS$ million HK$ million

HaE BEET BEE T

CSM Value as at 1 January R—B—BZaRR®E

BRE®RE 8,219 7,224
New business CSM HEBNEEREER a 1,821 732
Expected return on in-force TEHIEH b 188 183
Economic variances BEER c (20) 48
Experience variances KEnEE d 314 727
Exchange rate impact ERgE (1) (49)
CSM release ERRBEBIER e (739) (646)
CSM Value as at 31 December Rt-—BA=+—HB=z&[H

R % 2 B EE 9,782 8,219

YUNFENG FINANCIAL GROUP LIMITED
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Management Discussion and Analysis

INSURANCE CONTRACT LIABILITIES AND
REINSURANCE CONTRACT ASSETS (Continued)

Notes:

a) It represents the effect of new contracts brought to CSM for
the year.

b) It represents the effect of interest accreted on CSM which
is measured at the discount rate at initial recognition
for insurance contract portfolio applying the general
measurement model.

c) It represents the impact of economic variance and
assumption change. Economic variance and assumption
change mainly related to financial related adjustment
including underlying market price change.

d) It represents the effect of experience adjustments from 1)
arising from premiums received in the period, including any
related cash flows such as insurance acquisition cash flows
that relate to future service, 2) changes in estimates of the
present value of future cashflow of liabilities of remaining
coverage, 3) difference between any investment component
expected to become payable and the actual amount
becomes payable in the period, 4) change of risk adjustment
for non-financial risk that related to the future service.

e) The release of net CSM is based on coverage units, a
function of quantity of benefit provided and expected
coverage period, provided for the period of the group of
contracts. The CSM release rate throughout 2025 remains
stable compared with 2024.
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EEENWEDN

COMPREHENSIVE EQUITY MOVEMENT

The table below sets forth the movement in
comprehensive equity which is the total of net assets
and net CSM. Comprehensive equity represents
the aggregate value of historical profit and future
profitability from in-force business net of cumulative
returns to shareholders. The comprehensive equity
has grown by 13% from HK$24,057 million as of 31
December 2024 to HK$27,071 million due to strong new
business generated and more favorable experiences.

TREWNTHEERZR(NEEFEHEEER
HEBRFHEMNWEHER GREEEAR
EREBRNELAEMN AR RERNWEER =
B REOHR -HRESNFTELEEBRRE
BAMKREZE SeERREBEZE-_Z X
F+-A=1+—HmM24057EBTEE13%
F270.71BB T °

2025 2024
—E-RE —E-ME
HK$ million HK$ million
BEAT BEBBETT

Balance as at 1 January M— B —BH&%E 24,057 23,568
Net profit for the year REEZHNFEE 1,376 972
Foreign exchange reserve and tax BE 5 % 1 AN AL 18 35 (16)
Net fair value reserve and other ARABERBEIFENEMES

movement (Note 1) (Mtat1) 1,903 (467)
Dividend repatriation IR EEG (300) -
Balance as at 31 December RTZRA=+—H&RHE 27,071 24,057
Note 1: Net fair value reserve included the net insurance Hat1 NABEHBEIRBEETEEMES WS

finance reserve recognised in other comprehensive
income. Net CSM movement is included in other
movement.
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Management Discussion and Analysis

KEY OPERATIONAL DATA OF THE

INSURANCE DIVISION

The table below sets forth certain other key operational

data of the insurance division.

EEENWEDN

RIS BHETELLEHE
TREITREDBNAGERZELHE -

As at 31 December
R+=-—BA=+—H
2025 2024
—E-RE —E-ME

Number of employees
- Hong Kong
- Macao
- PRC
Number of tied agents
- Hong Kong
- Macao
Number of brokers and non-tied agents
Number of bancassurance partners

MDRT qualifiers (Note 1)

Expenses ratio (Note 2)

EE#HE

&8 498 508

! 41 37

— FH B A i 12 -
BRREZHES

-&8 2,062 2,155

— &P 724 824
BREANFFEBRREZE 526 518
RITRESIEBHEE 7 7
BEBEERSSEKR AR (K1) 313 243
BRAE (fra2) 7.2% 8.5%

Notes:

1. Million Dollar Round Table (“MDRT”) is a global professional
association of life insurance and financial services
professionals that recognises significant sales achievements

and high service standards.

2. Expenses ratio is operating expenses expressed as a
percentage of total weighted premium income.

ERSRERERAT
ZE-REFHR

EE
1. EHER® (MDRT) 22 R AFRBALHE

REEXAEHRS BIRREERBEEXA
MEERRIBRLE -

2. EBERRRUANMERBUANBILRTNE
E3
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EEENWEDN

FINANCIAL STRENGTH AND SOLVENCY
MARGIN

During the year ended 31 December 2025, our insurance
business has strictly adhered to the regulatory minimum
capital requirement as determined at the relevant time
in accordance with the Insurance Ordinance (“10”)
and maintain sufficient available capital for operation
purpose.

The solvency ratio of YF Life as at 31 December
2025 is assessed and calculated to be around 220%
(unaudited), which is higher than the regulatory minimum
solvency ratio requirement of 100%.

OTHER BUSINESSES REVIEW

In 2025, the Group announced its strategic entry into
Web 3 and entered the “High-Efficiency Execution”
Phase for its strategy. During the year, the Group
has completed comprehensive functional uplifts of
its Securities Licenses (Types 1, 4, and 9) related to
virtual asset services and simultaneously launched a
new iteration of the Yunfeng Youyu trading app, laying
a systemic foundation for the next stage of business
expansion and enhanced customer service capabilities.
The Group will leverage on the results of its virtual
asset license uplift to research and launch compliant
investment services including digital asset allocation,
promoting the synergistic development of brokerage,
asset management, and virtual asset businesses. The
Group will continue to optimize the Yunfeng Youyu app
platform, improving the user experience and trading
activity. Through refined operations, it will enhance user
activity and retention rates, actively seizing structured
trading opportunities during market liquidity recovery
to drive revenue stabilization and recovery. At the
same time, the Group will strengthen the synergy and
collaboration among its business lines, and, on the
premise of continuous improvement of its compliance
and risk control system, promote the integration
of resources between other financial services and
insurance businesses to further enhance its overall
performance in alignment with the Group’s insurance
strategy.
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Management Discussion and Analysis

PROSPECTS

Looking ahead, the Group will leverage its solid
insurance and financial technology foundation, building
on YF Life’s 50-year legacy in Hong Kong and the
innovative “Invesurance” brand concept to protect and
grow customer interests through a diversified product
suite for both local and Mainland Chinese Visitor (MCV)
segments.

Meanwhile, based on its solid foundation from the Web
2 era, as well as the profound resources of the Yunfeng
financial ecosystem, the Group will fully embrace and
integrate Web 3 blockchain technology. Driven by
data, Al, and blockchain technology as core engines,
the Group will architect the next generation of digital
financial infrastructure and create an advanced Web 3
financial services ecosystem for clients, thus steadfastly
advancing toward its vision of “Everything on Chain,
Connecting Globally”.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2025, the Group had fixed bank
deposits with original maturity over 3 months and cash
and cash equivalents amounting to HK$6,896 million
(2024: HK$5,603 million). As at 31 December 2025, the
Group has HK$784 million (2024: HK$1,385 million)
bank borrowing outstanding and HK$1,641 million
(2024: HK$1,641 million) shareholder’s loan outstanding.
The Group’s gearing ratio as at 31 December 2025 is
11.75% (2024: 16.16%), which was measured as total
debt excluding those operation related liabilities to total
debt excluding those operation related liabilities plus
equity.

CAPITAL STRUCTURE

Details of movements in share capital of the Company
during the year are set out in Note 36(e) to the
consolidated financial statements.
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Management Discussion and Analysis

EEEFNWR DN

RISK FACTORS

In 2025, the Group carried out timely and complete
identification and evaluation to manage the key risks.
The identified risks are being monitored according to
the risk appetite and the related regulation by the board
of directors and also the related committees assisting
the board.

(i)

(i)

30

Strategic Risk

Management recognised the importance of
incorporating insurance business with the financial
service ecosystem of the Group. On the other
hand, management is keen on enhancing the
business process and integration with financial
technology to create values to all customers of the
Group. The overall enhancement and integration
process creates uncertainties and increase
degree of difficulties on related risk management
requirement. Management proactively devotes
sufficient resources to support and enhance the
ongoing process.

Insurance Risk

Management considers insurance risk mainly
comprised:

Product design risk — potential defects in the
development of a particular insurance product.
To mitigate the risk, each of the new products
is required to go through pre-launch reviews
by various departments, including product
development, actuarial, legal and underwriting to
ensure the risk being aligned with the Group’s risk
appetite.

Lapse risk — the possibility of actual lapse
experience that diverges from the anticipated
experience assumed when products were priced
as well as financial loss due to early termination
of policies or contracts where the acquisition
cost incurred may not be recoverable from future
revenue. Management carries out regular studies
of persistency experience which will be assimilated
into new and in-force management and build in
measures including surrender charges to manage
the financial impact upon early termination by
policyholders.
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Management Discussion and Analysis

RISK FACTORS (Continued)

(ii)

(iif)

(iv)

Insurance Risk (Continued)

Pricing or underwriting risk — the possibility of
product related income being inadequate to
support future obligations arising from a product.
Further details related to this risk and the related
mitigation and monitoring measures is set out in
Note 4 “Insurance and financial risk management”
to the consolidated financial statements.

Claim risk — the possibility that the frequency or
severity of claims arising from insurance products
exceed the levels assumed when the product
was priced. Further details related to this risk and
the related mitigation and monitoring measures
are set out in Note 4 “Insurance and financial
risk management” to the consolidated financial
statements.

Market Risk, Credit Risk, Foreign Exchange Risk
and Liquidity Risk

The details of the market risk, credit risk, foreign
exchange risk and liquidity risk identified and
their related mitigation and monitoring measures
are detailed in Note 4 “Insurance and financial
risk management” to the consolidated financial
statements.

Operational Risk

Operational risk is the risk of direct or indirect
loss resulting from inadequate or failed internal
processes, personnel and systems or from external
events. The Group manages the risk primarily
through risk and control self-assessment and
reviews losses and fraud issues and provides
guidance, training and assistance to relevant
personnel for ongoing risk management purpose.

Risk and management control

Detailed risk and management control is set out in
corporate governance report section in this annual
report from pages 65 to 67.
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EEENWEDN

MATERIAL ACQUISITIONS AND DISPOSALS
OF SUBSIDIARIES AND ASSOCIATES

The Group did not have any material acquisitions and
disposals of subsidiaries and associates during the year
ended 31 December 2025.

CHARGES ON ASSETS

At the year ended 31 December 2025, the Group did
not have any charges on assets, other than security
deposits of HK$10,251,000 (2024: HK$22,415,000)
for banking facilities, HK$Nil (2024: HK$381,305,000)
of investment pledged to a broker for securities
margin trading and HK$20,502,341,000 (2024:
HK$20,188,874,000) of investment together with
HK$1,019,581,000 (2024: HK$965,904,000) of fixed
bank deposit in favour of Autoridade Monetaria
de Macau to guarantee the technical reserves in
accordance with the Macau Insurance Ordinance.

COMMITMENTS

Details of commitments are set out in Note 39 to the
consolidated financial statements.

SEGMENT INFORMATION

Details of segments are set out in Note 16 to the
consolidated financial statements.

CONTINGENT LIABILITIES

Details of contingent liabilities are set out in Note 44 to
the consolidated financial statements.

STAFFING AND REMUNERATIONS

As at 31 December 2025, the Group employed 637
(2024: 626) full time employees, 546 (2024: 552) of
which were located in Hong Kong, 41 (2024: 37) in
Macao and 50 (2024: 37) in the People’s Republic of
China. The remuneration of employees includes salary
retention package and discretionary bonus. The Group
also adopted share option and share award schemes to
provide an incentive to the employees.

The remuneration policy and package, including
the share option and share awards, of the Group’s
employees are maintained at market level and reviewed
annually by the management.
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Management Discussion and Analysis

USE OF NET PROCEEDS FROM
SUBSCRIPTION SHARES

Subscription agreement dated 7 September 2020

The unutilised proceeds of HK$511.5 million up
to 31 December 2024 from the share subscription
agreement dated 7 September 2020 have been fully
utilised during the year for working capital and principal
investment purposes. Such usage is in accordance
with the intended use as set out under the section
“Use of Proceeds” of the Company’s circular dated
21 September 2020, the subsequent update in use
of proceeds as set out in the announcements of the
Company dated 12 November 2021 and 21 June 2024
and the interim report of the Company dated 28 August
2025.

Placing and subscription agreement dated 16
September 2025

For the proceeds from subscription shares have been
utilised subsequent to the subscription as set out
under the section “Use of Proceeds” of the Company’s
announcement dated 16 September 2025, the table
below sets out the actual application of net proceeds of
usage up to 31 December 2025:

EEENWEDN

ROBEREREAR

TERCEFAALENRBHER

E/\‘\—?—vfﬁﬂﬂtam E%Tﬁlz%ﬁ:t:v
—HE+ZA=+— Hiz*@ﬁﬁ%ﬁ
S511REBERFREBHB A UEAE
é%&i%?* c BHEX Eﬁﬁﬁ¢ﬁ1?
—ECEFEARCtT—BZBRIMEBRIE
mLJ— TR < BE AR - &Eé?ﬁ%%
:$:—¢+ B+=ZHAE REHAZ
“HFERAZT-HASERRABAZE
_£$AH TNBHHREMB AR
ﬁf;ﬁﬁ@kﬁﬁzﬁ%ﬁﬁ%ﬁ%%ﬁ

ZEZHEFAATABHNEBRERABIGE

REARXBDR-_ZBE-_RAFNA+<BAEIA

SREAR I 2REMRRER - TRHEIEZE

_7_£$+ A=+t —-HLEBRTHMER
RENERERBR

Actual usage
from 23 Sep 2025 to

Unutilised ~ Expected timeline
proceeds up to for utilising the

Use of 31 December 31 December remaining net
proceeds 2025 2025 proceeds
ZECIENA
“+=HEZEC1f Hz-%onf HBmERE
tZA=t-AL tZA=1-AL ERNED
fignaRE ERERER WAEARE RE%
HKS$ million HKS$ million HKS$ million
FE#% EEErx FE#Ern
Virtual assets related business (Note 1) EREERBERM 807.0 (74) 7996  Expected to be
i) fully utilised on
or before 31
December 2028
B E-BINE
tZB=t-8%
ZHRAHR
General working capital (Note 2) EEES(ME) 345.8 (45.2) 3006 Expected to be
fully utilised on
or before 31
December 2028
RiEZ2NE
tZA=t-R9
ZHEAHA
Total a5 1,152.8 (52.6) 1,100.2
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USE OF NET PROCEEDS FROM
SUBSCRIPTION SHARES (Continued)

Placing and subscription agreement dated 16
September 2025 (Continued)

Notes:

1.

Remark:

mainly utilised on expenditure on system facility
upgrades, recruitment of talents and related capital
funding requirements including but not limited to
the launching of comprehensive virtual asset trading
services and virtual assets related investment
management services.

mainly utilised on general working capital which covers
expenses incurred in the ordinary course of business
of the Group, including but not limited to manpower,
rental expenses, data license and network expenses
and office equipment expenses.

The expected timeline of utilising the remaining
proceeds is subject to significant uncertainties
including but not limited to the negotiation with
counterparties, market conditions and demand,
global economic environment, investment sentiment
and regulatory approval (if applicable) for the
above purposes. The Company adopted a treasury
management model that may involve (but shall not
be limited to) holding fixed income instruments and
high-quality financial investments in order to maximise
the Shareholders’ interest as a whole.

EVENT AFTER THE REPORTING PERIOD

Details of event after the reporting period are set out in
Note 45 to the consolidated financial statements.
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Independent Actuaries Report on Review of Embedded Value Information
REEEEERERNNEBELREMBRE

TO THE BOARD OF DIRECTORS OF YUNFENG
FINANCIAL GROUP LIMITED

We have reviewed the Embedded Value of Yunfeng
Financial Group Limited (“the Company” or “Yunfeng
Group”) (“the Group EV”) and Embedded Value of YF
Life Insurance International Limited (“YF Life”) (“the YF
Life EV”) set out on pages 37 to 46 of the Annual Report
of the Company for the year ended 31 December 2025
(“the EV information”).

The directors of the Company are responsible for the
preparation and presentation of the EV information in
accordance with the general principle and methodology
of traditional embedded value and industry practice
for publicly listed companies in Hong Kong. This
responsibility includes designing, implementing
and maintaining internal controls relevant to the
maintenance of underlying data and information on the
in-force business and preparation of the EV information
which is free from material misstatement, whether due
to fraud or error; performing EV calculations; selecting
and applying appropriate methodologies; and making
assumptions that are consistent with market information
and are reasonable in the circumstances.

Our responsibility, as independent actuaries, is to
perform certain review procedures set out in our letter of
engagement and, based on these procedures, conclude
whether the EV methodologies and assumptions are
consistent with industry practice for publicly listed
companies in Hong Kong, the general principle and
methodology of traditional embedded value and
available market information.

We have reviewed the methodology and assumptions
used in preparing the EV information, including the
following:

° The Group EV and YF Life EV as of 31 December
2025;

o Value of one-year new business of YF Life issued
during the year ended 31 December 2025; and

o Movement analysis of the YF Life EV and sensitivity
analysis of EV and value of one-year new business
of YF Life.

Our review procedures included, but were not limited
to, discussing with management of Yunfeng Group
the methodology and assumptions, inspecting
documentation relating thereto, and considering whether
the methodologies are consistent with the general
principle and methodology of traditional embedded
value and industry practice for publicly listed companies
in Hong Kong and whether the assumptions are
consistent with available market information.

ERSRERERAT
—E_REER

HERTREBBERARDRENVES
HMCKEMTEESREEIBRLQF (T
BIEAAINEEEBDEBEZE-F-0F
+tZA=+t—BREEEBE(ARNEEED R
BERRBEMEARLIR (THRIBERRE] B
EZE_AFT-A=+-HRESEBETE
Eﬁ[‘ﬁlﬂ’é%ﬁj) REEEREEQAFA-F
—HFEFHRE EHI6ETURE (B8
FW%EEG%D

EAANEEEREIRAREEBANEK

BERAANSEBEEGERNTEERANSE
EFEN-RRUMEE YEEB EHLQ
ANRITTEME R -E—EETERRE
RET B AERNBESRE  BREX
EBNEBRER R ’uﬁméﬁﬁﬁm
MR TN FAEHENEFFHERMEKD
EAER BEOERBLMABENSE
RETSEERESENRR  URFTER
SEESAR -

\+
o

[ K

>
\o

%

EAEBINBER  RMNETR2MERM
NEBAECEFERNEFRRBETERT
¢°mﬁﬁﬁmﬁﬁlﬁ FEANEEED
FEMBERERREERANSEETHN —RK
,\,\'Jﬁfi/iﬁm%h B RREREL
DNERIRITITEME = -

EMEATERAEBRASEEGERKA
M EMEBR - B

. *@ﬁi_§_£¢+:ﬁz+—am
BRNEBENEBRBASER

s EHBE-TZ-HAFL+-A=1T-HHN
BERB -FHEBEE K

e EHNBBRBASEENZIHITUKR
E%Eﬁﬂ—i%%ﬁ%ﬁ%@@ﬁﬁ

EMOEFHITEEEETERRN  HBERE
EHNEEENWASEENF G EERR
MEMBANXE  URFERNSEEFTES
FEBRETHEHERNSEEN LN — &F
BMEE-—H RERATESHMEEES

z %&%Eﬂ%%im“jmﬁﬁﬁﬁﬁ

35



Independent Actuaries Report on Review of Embedded Value Information

RNEBEEGEEHNBYUBEMRS

TO THE BOARD OF DIRECTORS OF YUNFENG
FINANCIAL GROUP LIMITED (Continued)

The preparation of EV information requires assumptions
and projections to be made about future uncertain
events, many of which are outside the control of
Yunfeng Group. Therefore, actual experience may differ
from these assumptions and projections, and this will
affect the value of in-force business and the value of
one-year new business.

In forming our conclusion, we have relied on the
integrity, accuracy and completeness of audited and
unaudited data and information provided by Yunfeng
Group. Our work did not involve reperforming the EV
calculations, nor verifying the data and information
underlying the EV information.

Based on our review procedures, we have concluded
that the methodologies and assumptions used in
preparing the EV information are consistent with
industry practice for publicly listed companies in Hong
Kong and with available market information.

This report has been prepared pursuant to an
engagement contract between PricewaterhouseCoopers
Consultants (Shenzhen) Limited and Yunfeng Financial
Group Limited. This report is solely for the purpose
set forth in the first and third paragraphs of this report
and is for the use of the Board of Directors of Yunfeng
Group only and is not to be used for any other purpose
or to be distributed to any other parties. We expressly
disclaim any liability or duty to any other party for
the contents of this report and howsoever arising in
connection with it.

Our work does not constitute an audit or other
assurance engagement in accordance with applicable
professional standards. Accordingly, we provide no
audit opinion, attestation or other form of assurance
with respect to our work or the information upon which
our work was based.

For and on behalf of PricewaterhouseCoopers
Consultants (Shenzhen) Limited

Peng JIN, Fellow of Institute and Faculty of Actuaries

Hong Kong, 26 March 2026
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BACKGROUND

The Group mainly consists of two major segments
including life insurance business and other financial
services in the areas of investment holding, asset
management, pensions, other businesses and
corporate services. Life insurance business is
operated by YF Life, a 69.8%-owned subsidiary,
which is the most significant part of the Group in
terms of total asset and profitability. To provide
additional information of the insurance business
of the Group, the Group disclosed the Embedded
Value (“EV”) of the segment.

To provide investors with further information,
the Group also discloses the Group Embedded
Value (“Group EV”) and the Group Embedded
Value Equity (“Group EV Equity”). The Group EV
is defined as the Adjusted Net Worth of the other
financial services segment plus the Embedded
Value of YF Life. The Adjusted Net Worth of the
other financial services segment is determined by
the Hong Kong Financial Reporting Standards,
with marked-to-market adjustments and goodwill
excluded. The Group EV Equity is the total of
Group EV, goodwill and intangible assets and net
of relevant tax. Please note that the Group EV and
the Group EV Equity calculation do not include any
valuation for future new business.

DEFINITION

EV is a measure of value of shareholders’ interests
in the earnings distributable (“distributable
earnings”) from assets allocated to the in-force
business after sufficient allowance for the
aggregate risks in the business.

The EV equals to:
° Adjusted Net Worth (“ANW?”), plus

o Value of the in-force business before cost of
capital (“VIF before CoC”), minus

o Cost of Capital (“CoC”)
The ANW represents the market value of assets in

excess of the assets backing the policy reserves
and other liabilities.
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Embedded Value
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DEFINITION (Continued)

The VIF before CoC is the present value of future
estimated after-tax statutory profits from in-force
business, discounted at the risk discount rate
as at 31 December 2025. Cost of Capital is the
difference between the amount of required capital
as at 31 December 2025 and the present value
of future releases, allowing for future after-tax
investment earnings on the capital.

Similarly, the new business value is calculated as
the difference of new business value before CoC
and CoC arising from new business sales in the
period. The new business value before CoC is the
present value, discounted at issue date, of future
estimated after-tax statutory profits emerging from
new business sales in the past 12 months, i.e. 1
January 2025 to 31 December 2025.

BASIS OF PREPARATION

We adopted a traditional deterministic discounted
cash flow methodology to determine the
components of Embedded Value and the New
Business Value. This methodology makes implicit
allowance for the time value of options and
guarantees and other risks associated with the
realisation of the expected future distributable
earnings through the use of a risk adjusted
discount rate and is consistent with the industry
practice in the market.

In determining the value of in-force business, our
insurance segment’s in-force policy databases as
at 31 December 2025 were used. New business
volumes and mix were based on the actual
business written by our insurance segment in
the 12-month period from 1 January 2025 to 31
December 2025.

It should be noted that, in assessing the total value
of a life insurance company, the value attributed
to future new business can be determined as the
product of the one-year new business value and a
multiple which reflects an allowance for future new
business sales and the risks associated with it at
the assumed profit margin.
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Embedded Value
NEEE

BASIS OF PREPARATION (Continued) 3. WmMEEEE)
The Group has appointed PricewaterhouseCoopers AEBCEERABEMSEKERZSN
Consultants (Shenzhen) Limited, a firm of GRIY) BERATNBERMERN_-S
consulting actuaries, to examine whether the —EE+ZA=+-BKMREEBEEA
methodology and assumptions used by us in FANGTERBRRTHEBREA T
the preparation of the Embedded Value as at 31 BERANZE—F-
December 2025 are consistent with standards
generally adopted by insurance companies in Hong
Kong.
CAUTIONARY STATEMENT 4. RETEH
The calculations of Embedded Value and the New REE£EIBNANEEBEMHERER
Business Value of insurance business segment BERRLEHNEBBRETSE -
are based on certain assumptions with respect to b ERERAAEEETEETERN
future experience. Thus, the actual results could ENRBBHEERE - i RIBHEK
differ significantly from what is envisioned when PHEAEEEFCI8NEENWKHE A
these calculations were made. In addition, the ARE REEENRESEENTERK
insurance business segment is held through a BEUI00%EEZ RN T » FIELEMR
69.8%-owned subsidiary of the Group. With the FEZEHBNEEEM -
Embedded Value and the New Business Value of
the insurance business being presented on a 100%
basis below, the related value assessment should
be considered accordingly.
GROUP EMBEDDED VALUE AND GROUP 5, BREEENARNSEERERE
EMBEDDED VALUE EQUITY
31 December 31 December
2025 2024
—E-RE —E-NE
+=A +=A
=+—-H =t+—~H
HK$ million HK$ million
B & ET H&EE T
Adjusted Net Worth KAEFEE 17,003 15,141
Value of in-force business before BHREKNBRE AR AA B
cost of capital BE 8,089 6,861