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Based on a report originally issued in Korean

To the Board oDirectors and Stockholders of
Shinhan Financial Group Co., Ltd.:

Opinion

We have audited the consolidated financial statemenghiwthan Financial Group Co., Ltd.nd it s subsi di ari
which comprise the consolidated statements of financial position as of December 31, 2018 and 2017, the consolidated staterr
of comprehensive income, changes in equity and cash flows for the years then ended sandmptesing significant accounting
policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolida
financial position of the Group as BecembeB1, 2018 and 201&nd its consolidated financial performance and its consolidated
cash flows for the years then ended in accord-aRfF®SoWi th K

Basis for Opinion

We conducted our audits in accordamdgth Korean Standards on Auditing (KSAs). Our responsibilities under those standards
are further describedintdeu di t or s Responsibilities for t hsectidnfiourtrepatf t
We are independent of the Groupdocordance with the ethical requirements that are relevant to our audit of the consolidatec
financial statements in the Republic of Korea, and we have fulfilled our other ethical responsibilities in accordan@seavith th
requirements. We believe that thedit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of thetexbnsoli
financid statements as of and for the year ended December 31, 2018. These matters were addressed in the context of our
of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on th
matters.

(1) Credit loss allowancé collective assessment of impairment

The Group recognized credit loss allowance amounting to KRW 2,725,068 million as of December 31, 2018, and the credit Ic
allowance under collective assessment is KRW 1,470,204 million Beadmber 31, 2018 (refer to Note 14 of the consolidated
financial statements).

To perform the collective assessment component of the credit loss allowance, the Group groups loans together withk similar
characteristics, and estimates the possibilitydefault based on default information such as delinquency status, or settlement
history, and loss given default. These estimates involves judgments on historical data (including determination df thfe lengt
historical data used), and the methodologycafegorizing loan receivables with similar risk characteristics. In order to
determine the default rate and the recovery rate, it is necessary to make a significant judgment by the management, suc
reflecting forwardlooking information and setting distical assumptions.

We have identified the following as key audit matters, considering the possibility of errors, the level of involvement o
management judgment, and the impact of risks:

A Risk that the credit loss allowance is misstated due todoarl yst 6s ar bitr afinapcialafactereia s me
the process of loan grading, or failure of timely identification of significant increase in credit risk

A Risk that the credit loss allowance is misstated due to errors and fraud in the processatihggprobability of



default and recovery rate.

The primary audit procedures we performed to address the above key audit matters included:

A We have tested certain internal controls over assessment dinaanial factors in the process of loan grading.
borrower's location, industry experience and risks of related companies).

A We have independently evaluated loan grading according to the Group's policy on a sample basis.

A We have tested certain internal controls over the reliability of the relevdatlyimg data in the process of estimating
probability of default and recovery rate, and access control that prohibits unauthorized changes and access to
calculated probability of default and recovery rate.

A We have independently-@lculated probabiy of default and recovery rate according to the Group's methodology on
a sample basis.

(2) Credit loss allowancé individual assessment of impairment

The Group recognized credit loss allowance amounting to KRW 2,725,068 million as of Decembe83andtthe credit loss
allowance under individual assessment identified as a key audit matter is KRW 613,773 million (refer to Note 14 of th
consolidated financial statements).

The Group recognizes credit loss allowance under individual assessmentriptieed loan balance measured at amortized cost
is significant. The individual assessment involves management judgment in identifying impaired loan, estimate of the futu
cash flows and valuation of collateral.

We have identified the following as kegudit matters, considering the possibility of errors, the level of involvement of
management judgment, and the impact of risks:

A Risk that the credit loss allowance is misstated due to errors in applying recovery rates for collaterals and the futt
cashflows in the process of discounted cash flow calculation.

A Risk that the credit loss allowance is misstated due to unsupported forecasts resulting from involvement of judgme
in the process of estimating the future cash flows.

The primary audit procedurege performed to address the above key audit matters included:

A We have tested certain internal controls over the appropriateness of the estimated future cash flows by consider
whet her the future cash fl ows aretboddogt i mat ed i n accort

A We have evaluated whether estimated recoverable amounts from collaterals are reasonably applied to the cash flow

A We have evaluated whether recovery rates for the collaterals the Group uses are reasonable based on the exte
information avdable.

(3) Valuation of financial instruments using valuation techniques

If the fair value of a financial instruments is measured using valuation techniques where significant input is not obsémeable
market, the Group classifies financiah st r ument s as Level 3. As of December
liabilities amount to KRW 7,793,933 million and KRW 7,480,822 million, respectively, which include the level 3 derivatves, t
level 3 hybrid instruments, the lev@lunlisted equity instruments, the level 3 debt and other instruments (refer to Note 4.(5) of the
consolidated financial statements).

We have identified the following as key audit matters, considering the possibility of errors, the level of involvément o
management judgment, and the impact of risks:



A Risk that the estimate of the financi al i nstrument ¢
methodology and inputs (i.e. discount rate, stock price, underlying asset index, yotatili¢lation, etc).

A Risk that t he esti mat e of the financi al i nstrument
estimating the future cash flows.

The primary audit procedures we performed to address the above key audit mattdeslinclu

A We have tested certain internal controls over the appropriateness of the changes in the methodology used to value
financial instruments, and the appropriateness of the model applied to the valuation of new products based on
characteristics dhe products.

A We have tested certain internal controls over the appropriateness of the inputs used to estimate the fair value
considering whether the inputs are generated in accordance with the authorized method.

A We have tested certain internal cotgrover the appropriateness of the underlying data used to estimate the future
cash flows and discount rates by considering internal data, observable market data, macroeconomic indicators, etc.

A We have also involved our internal valuation specialistsssaus in evaluating the reasonableness of methodologies
and inputs used in valuation. In addition, we have evaluated the assumptions used in the valuation by considering
recent condition the Group faces, market and macroeconomic indicators, ahdvevecompared the historical
financial data used in the valuation to the disclosed information available.

A We have independently-a |l cul at ed the fair value and compared it

Other Matter

The procedures and pramgs utilized in the Republic of Korea to audit such consolidated financial statements may differ from
those generally accepted and applied in other countries.

Responsibilities of Management and Those Charged with Governance for the Conséilidateihl Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in actioiklance wi
IFRS, and for such internal control as management determines is necessary to enable the preparation of céinaolizted
statements that are free from material misstatement, whether due to fraud or error.

I n preparing the consolidated financi al statement s, sanan a
going concern, disclosing, apicable, matters related to going concern and using the going concern basis of accounting unles
management either intends to liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governanceare s ponsi bl e for overseeing the Groupds fin

Audi torsé Responsibilities for the Audit of the Consolid

Our objectives are to obtain reasonable assurance about whether the consolidated financial statemvote aseafree from
materi al mi sstatement, whet her due to fraud or error, a
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance wiltraki¥s detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material iflyirdividual
in the aggregate, they could reasonably be expected to influence the economic decisions of usensttekéasis of these
consolidated financial statements.

As part of an audit in accordance with KSAs, we exercise professional judgment and maintain professional skepticismnt throught
the audit. We also:

1 Identify and assess the risks of material misstat& of the consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriat



provide a basis for our opinion. The risk of netatting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override ¢
internal control.

9 Obtain an understanding of intermaintrol relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing ar

i Evaluate the appropriateness of accountiolicies used in the preparation of the consolidated financial statements and the
reasonableness of accounting estimates and related disclosures made by management.

f Conclude on the appropriateness of ma nnéng end,ebased o the sudit o f
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significanhdoubt on
Groupds ability to continue as a goi ng c,ovaarerequired to dialv ~ w
attention in our auditors6 report to the related ad scl
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtaineé updoatht e of owur
report. However, future events or conditions may cause the Group to cease to continue as a going concern.

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

9 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or basiivitéss within
the Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervis
and performance of the group audit. We remain solely responsible for our audit opinion.

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

We also provide those chargedth governance with a statement that we have complied with relevant ethical requirements
regarding independence, and communicate with them all relationships and other matters that may reasonably be thought to |
on our independence, and where applicatdiated safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most significa
in the audit of the consolidated financial statements of the current period and are therefore the keattaeuslit Ve describe
these matters in our auditorsdé6 report unl ess | aw omelyr egu
rare circumstances, we determine that a matter should not be communicated in our report becaussdlmaseguences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit -BesrsGhdet i ng in this in

Seoul, Korea
March 11, 2019

This report is effective as of March 11, 2018e audit report date. Certainbsequent events or circumstances, which may

occur between the audit report date and the time of reading this report, could have a material impact on the accompanyi
consolidated financial statements and notes thereto. Accordingly, the readers ofithrepaut should understand that the
above audit report has not been updated to reflect the impact of such subsequent events or circumstances, if any.




SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Consolidated Statements of Financial Position
As December 31, 2@&land 207

(In millions of won) Note 2018 2017
Assets
Cash and due from banks at amortized cost 4,8, 24,60 W 17,348,626 -
Cash and due from banks 4,9,2,60 - 22,668,598
Financial assets at fair value through profit ol 4,10, 2, 60

loss 43,534,766 -
Trading assets 4,11, 2, 60 - 28,464,296
Financial assets designated at failue through 4,12, 24, 60

profit or loss (KIFRS 1039) - 3,579,057
Derivative assets 4,13, ® 1,793,613 3,400,178
Securities at fair value through other 4,16, 24, 60

comprehensive income 38,314,170 -
Availablefor-sale financial assets 4,17, 24, 60 - 42,116,937
Securities at amortized cost 4,16,24, ® 28,478,136 -
Held-to-maturity financial assets 4,17, 24, 60 - 24,990,680
Loans aamortizedcost 4,14, 24,60 299,609,472 -
Loans 4,15, 24, 60 - 275,565,766
Property and equipment 18, 24 3,003,886 3,021,772
Intangible assets 19,38 4,320,134 4,273,321
Investments in associates 20 671,330 631,294
Current tax receivable 45,100 25,015
Deferred tax assets 51 426,965 592,283
Investment property 21 474,820 418,303
Other assets 4,22, 60 21,571,918 16,551,958
Assets held for sale 7,574 7,550
Total assets W 459,600,510 426,307,008

See accompanying notes to tmmsolidatedinancial statements.




SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

ConsolidatedStatements of Financial Positior{Continued)

As December 31, 2@land 20Y
(In millions of won)

Liabilities

Deposits

Financial liabilities at fair value through profit

orloss

Trading liabilities

Financial liabilities designated at fair value
through profit or losgK-IFRS 1109)
Financial liabilities designated at fair value
through profit or los¢K-IFRS 1039)
Derivative liabilities

Borrowings

Debt securities issued

Liabilities for defined benefit obligations
Provisions

Current tax payable

Deferred tax liabilities

Liabilities under insurance contracts
Other liabilities

Total liabilities

Equity

Capital stock

Hybrid bonds

Capital surplus

Capital adjustments
Accumulatedother comprehensive loss
Retained earnings

Total equity attributable to equity holders of

Shinhan Financial Group Co., Ltd.
Non-controlling interests

Total equity

Total liabilities and equity

See accompanying notes to tmmsolidatedinancial statements.

Note 2018 2017
4,25, ® 265,000,190 249,419,224
4,26, ®
1,420,306 -
4,27, ® - 1,848,490
4,28, ®
8,535,800 -
4,29, ®
- 8,297,609
4,13, ® 2,439,892 3,487,661
4,30,® 29,818,542 27,586,610
4,31, ® 63,227,699 51,340,821
32 127,348 7,144
33 508,416 428,958
430,306 348,830
51 22,020 9,982
34 26,218,882 24,515,288
4,3, 60 25,199,679 25,312,773
422,949,080 392,603,390
36
2,645,053 2,645,053
1,531,759 423,921
9,895,488 9,887,335
(552,895) (398,035)
60 (753,220 (529,734)
57, 60 22,959,440 20,791,681
35,725,625 32,820,221
925,805 883,397
36,651,430 33,703,618
459,600,510 426,307,008




SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

ConsolidatedStatements of Comprehensive Income

For the years ended December 31, 2a@hd 207
(In millions of won)

Interest income
Financial assets at fair value through other
comprehensive income and at amortized cost
Financial assets &ir value through profit or loss
Loans and receivables and investment securities
Shortterm trading securities

Interest expense
Net interest income

Fees and commission income
Fees and commission expense
Net fees and commission income

Insurance income
Insurance expenses
Net insurance loss

Dividend income

Net gain on financial assets at fair value through profit
loss

Net gain on financial assetsfatr value through profit or
loss (overlay approach)

Net trading income

Net loss on financial assets designated at fair
value through profit or loss

Net loss on financial instruments designated atviine
through profit or loss

Net foreign currency transaction gain

Net gain on disposal of financial asset at fair value
through other comprehensive income

Net gain on disposal of availabler-salefinancial assets

Net loss on disposal of securities at amortized cost

Provision for credit loss allowance

Impairment losses on financial assets

General and administrative expenses

Other operating expenses, net

Operating income
Equity method income
Other noroperating income (expense), net

Profit before income taxes

Income taxexpense
Profit for the year

See accompanying notes to ttensolidatedinancial statements.

Note 2018 2017
12,891,850 .
680,60€ -
- 11,250,91¢
- 547,73¢
13,572,45¢ 11,798,65:
(4,992,367 (3,955,701
38 8,580,08¢ 7,842,95:
3,295,25¢ 4,044,95¢
(1,356,259 (2,334,001
39 1,938,99; 1,710,95¢
4,398,73¢ 4,599,80¢
(4,870,437 (5,059,847
34 (471,699 (460,039’
40 87,82¢ 257,30¢€
41
420,02¢ .
10 74,944 -
42 - 963,227
43
(26,643 -
44
- (1,059,826
194,13¢€ 364,00¢€
16 20,554 -
17 - 499,187
16 9) -
45 (747,877 -
46 - (1,013,548
47 (4,741,575 (4,811,198
49 (829,355 (462,992
4,499,41¢ 3,830,02¢
20 17,48€ 20,392
50 (50,292) (52,811
4,466,61( 3,797,60¢
51 1,268,34¢ 848,407
3,198,26¢ 2,949,20¢




SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

ConsolidatedStatements of Comprehensive Income (@ntinued)
For the years endedecember 31, 2@land 207

(In millions of won, except earnings per share data) Note 2018

2017

Other comprehensive income (loss) for thgear, net of
income tax

Items that are or may be reclassified to profit or loss:
Gain on financial asset at fair value through other

comprehensive income W 161,00¢ -
Loss on financial asset at fair value through profit or
(overlay approach) 10 (54,333 -
Net change in unrealized fair value of availafie
sale financial assets - (323,127
Equity in other comprehensive income (loss) of
associates 7,407 (22,813’
Foreign currency translation adjustments for foreign
operations 19,98¢ (194,172
Net change in unrealized fair value of cash flow
hedges (20,192 15,904
Other comprehensive income (loss) of separate
account 8,676 (9,278)
122,54¢ (533,486
Items that will never be reclassified to profit or loss:
Remeasurements of the defined benefit liability (93,098; 103,52¢
Equity in aher comprehensive inconoé
associates 28 847
Valuation gain on financial asset at fair value through
other comprehensive income 22,72¢ -
Loss on disposal of financial asset at fair value
through other comprehensive income (2,635) -
Changes in own credit risk on financial liabilities
designated at fair value through profit of loss 1,723 -
(71,257, 104,372
Total othercomprehensive loss, net of income tax 36 51,292 (429,114
Total comprehensive income for theyear W 3,249,551 2,520,09:
Profit attributable to:
Equity holders of Shinhan Financial Group Co., Ltd. 36,52 W 3,156,72: 2,918,81¢
Non-controlling interests 41,54¢ 30,38¢
W 3,198,26¢ 2,949,20¢
Total comprehensive income attributable to:
Equity holders of Shinhan Financial Group Co., Ltd. W 3,207,60: 2,491,25!
Non-controlling interests 41,95E 28,84C
W 3,249,557 2,520,09:
Earnings per share: 36,52
Basic and diluted earnings per share in won W 6,579 6,118

See accompanying notes to tmnsolidatedinancial statements.



SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

ConsolidatedStatements ofChanges in Equity
For the year ended December 31,201

(In millions of won) Equity attributable to equity holders of Shinhan Financial Group Co., Ltd.
Accumulated Non-
Capital Hybrid Capital Capital other compre- Retained controlling
stock bonds surplus adjustments  hensive income earnings Sub-total interests Total
Balance at January 1, 2017 W 2,645,05: 498,31¢ 9,887,33! (458,461 (102,583 18,640,03: 31,109,69: 635,28: 31,744,98i
Total comprehensive income for theyear
Profit for the year - - - - - 2,918,81t¢ 2,918,81t 30,38¢ 2,949,20!

Other comprehensive income (loss),
net of income tax:
Net change in unrealized fair value of

availablefor-sale financial assets - - - - (322,056 - (322,056 (2,071 (323,127
Equity in other comprehensive loss of associates - - - - (21,552 (414) (21,969 - (21,966
Foreign currencyranslation adjustments - - - - (193,474 - (193,474 (698) (194,172
Net change in unrealized fair value of cash flow

hedges - - - - 15,90¢ - 15,90¢ - 15,90¢
Other comprehensive los$ separate account - - - - (9,278 - (9,278; - (9,278
Remeasurements of defined benefit plans - - - - 103,30t - 103,30¢ 22C 103,52¢

Total other comprehensive loss - - - - (427,151 (414) (427,565 (1,549 (429,114
Total comprehensive income (loss) - - - - (427,151 2,918,40: 2,491,25. 28,84( 2,520,09:

Other changes in equity

Dividends - - - - - (687,589 (687,589 - (687,589
Dividends to hybrid bonds - - - - - (17,678 (17,678 - (17,678
Issuance ohybrid bonds - 224,46¢ - - - - 224,46¢ - 224,46¢
Redemption of hybrid bonds - (298,861 - (1,139 - - (300,000 - (300,000
Change in other capital adjustments - - - 61,%5 - (61,493 72 - 72
Change in other neoontrollinginterests - - - - - - - 219,27 219,27

- (74,395 - 60,42¢ - (766,760 (780,729 219,27¢ (561,454

Balance at December 31, 2017 W 2,645,05: 423,92: 9,887,33! (398,85 (529,734 20,791680 32820220 883,397 33,703617

See accompanying notes to tmmsolidatedinancial statements.



SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

ConsolidatedStatements ofChanges in Equity (Continued)

For the year ended December 31,201

(In millions of won)

Equity attributable to equity holders of Shinhan Financial Group Co., Ltd.

Accumulated

Balance at January 1, 2018 W

Adoption effect of K-IFRS 1109and 1115
net of tax (Note60)

Balance at January 1, 2018 (adjusted)
Total comprehensive income (loss) for thgear
Profit for theyear
Other comprehensive income (loss), net of income te
Gain on financial asset at fair value through other
comprehensive income
Loss on financial asset at fair value through profit c
loss (overlay approach)
Equity in other comprehensive income of associate
Foreign currency translation adjustments
Net change in unrealized fair value of cash flow hei
Other comprehensive incoroéseparate account
Remeasurements of defined benefit plans
Changes in own credit risk on financiabilities
designated at fair value through profit or loss

Total other comprehensive income (loss)

Total comprehensive income (loss)

Other changes in equity
Dividends
Dividends to hybrid bonds
Issuance of hybrid bonds
Acquisition of treasury stock
Change in other capital adjustments
Change in other necontrollinginterests

Reclassification of OCI retained earnings

Balance atDecember 312018 W

other compre- Non-
Capital Hybrid Capital Capital hensive income Retained controlling

stock bonds surplus adjustments (loss) earnings Sub-total interests Total

2,645,05: 423,92: 9,887,33! (398,035 (529,734 20,791,681  32,820,22( 883397 33,703617
- - - - (277,011 (251,854 (528,865 (3,155 (532,0D)

2,645,05: 423,92: 9,887,33! (398,035 (806,745 20,539,821  32,291,35! 880,24: 33,171,59
- - - - - 3,156,72:  3,156,72: 41,54¢ 3,198,26!
- - - - 179,79: - 179,79: 1,30¢ 181,09¢
- - - - (54,333 - (54,333 - (54,333
- - - - 7,43t - 7,43E - 7,43E
- - - - 20,46¢ - 20,46¢ (482) 19,98:
- - - - (20,192, - (20,192 - (20,192
- - - - 8,67€ - 8,67¢ - 8,67¢
- - - - (92,687 - (92,687 (411) (93,099
- - - - 1,72z - 1,722 - 1,72%
- - - - 50,88( - 50,88( 412 51,29:
- - - - 50,88( 3,156,72: 3,207,602 41,95¢ 3,249,557
- - - - - (687,589 (687,589 - (687,589
- - - - - (40,357 (40,357 - (40,357
- 1,107,83! - - - - 1,107,83t - 1,107,83!
- - - (155,923 - - (155,923 - (155,923
- - 8,15% 1,068 - (6,517, 2,69¢ - 2,69¢
- - - - - - - 3,60¢ 3,60¢
- 1,107,838 8,157 (154,860 - (734,463 226,66¢ 3,60¢ 230,27¢
- - - - 2,64E (2,645, - - -

2,645,05: 1,531,79 9,895,438 (552,895 (753,220 22,959,441 35,725,625 925,80¢ 36651,43(

See accompanying notes to tmmsolidatedinancial statements.
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

ConsolidatedStatements ofCash Flows
For the years ended December 31, 2ahd2017

(In millions of won) Note

Cash flows from operating activities
Profit before income taxes
Adjustments for:
Interest income
Interest expense
Dividend income
Net fees and commission expense
Net insurance loss
Net gain on financial assets at fair value through profit or lo
Net gain on financial assets at fair value through profit or lo
(overlay approach)
Net trading gain
Net foreign currency translatidass (gain)
Net gain on financial assets designated at fair value throug|
profit or loss
Net loss on financial instruments designated at fair value
through profit or loss
Net gain on disposal of financial asset at fair value through
other comprehensive income
Net gain on disposal of availabler-sale financial assets
Net loss on disposal of securities at amortized cost
Provision for credit loss allowance
Provision for credit losses
Impairment losses on other financial assets
Employee costs
Depreciation and amortization
Other operatingxpenseificome
Equity method income, net
Other noroperatingexpense (income)

Changes in assets and liabilities:

Cash and duffom banks at amortized cost

Due from banks

Securitiesat fair value through profit or loss

Due from banks at fair value through profit or loss

Loansat fair value through profit doss

Trading assets and liabilities

Financial asset designated at fair value through profit or los
(K-IFRS 1109)

Financial instruments designated at fair value through profit
loss (K-IFRS 1039)

Derivative instruments

Loans at amortized cost

Loans

Other assets

See accompanying notes to tmnsolidatedinancial statements.
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2018 2017
w 4,466,61( 3,797,60¢
38 (13,572,45) (11,798,654
39 4,992,36' 3,955,70!
40 (87,826 (257,306
176,93: 169,64(
2,080,50¢ 2,571,009
41 66,455 -
10 (74,944 -
42 - (334,133
377,63z (87,384
43 (382,667 -
a4 - 231,772
16 (20,554’ -
17 - (499,187
16 9 -
45 747,877 -
46 - 815,24¢
46 - 198,29¢
155,62 232,70¢
47 301,91¢ 253,344
(278,274 602,027
20 (17,488 (20,393
3,147 (29,080
(5,531,693 (3,996,302
6,024, 74 -
- (3,347,818
(3,082,516 -
(82,014 -
(422,326 -
- (1,706,990
723,037 -
- (1,300,760
203,00€ (488,706
(27,547,413 -
- (19,232,732
(5177,729 (250,806,



SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

ConsolidatedStatements ofCash Flows(Continued)
For the years ended December 31, 2ahd2017

(In millions of won)

Deposits

Liabilities for defined benefit obligations
Provisions

Other liabilities

Incometaxes paid
Interest received
Interest paid
Dividends received

Net cashprovided by (used in) operating activities

Cash flows from investing activities

Decrease in financial assetdait value through profit or loss

Increase in financial assets at fair value through profit or loss

Proceeds from disposal of financial assets at fair value througt
other comprehensive income

Acquisition of financial assets at fair value through other
comprehensive income

Proceeds from disposal of availafite-sale financial assets

Acquisition of availablefor-sale financial assets

Proceeds from disposal of financial assets at amortized cost

Acquisition of financial assets at amortized cost

Proceeds from maturity of hetd-maturity financial assets

Acquisition ofheld-to-maturity financial assets

Proceeds from disposal of property and equipment

Acquisition of property and equipment

Proceeds from disposal of intangible assets

Acquisition of intangible assets

Proceeds from disposal of investments in associates

Acquisition of investments in associates

Proceeds from disposal of investment property

Acquisition of investment property

Proceeds from disposal of assets held for sale

Other, net

Proceeds from settlement of hedging derivative financial
instruments for availabléor-sale financial assets

Settlement of hedging derivative financial instruments for
availablefor-sale financial assets

Net cash flow from entity merge

Net cash used in investing activities

See accompanying notes to tmnsolidatedinancial statements.
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Note 2018 2017
16,699,46° 15,632,95°
(145,639 (178,054
14,542 (69,584,
174,59( 4,845,05:¢
(12,618,249 (6,097,440
(850,696 (664,286
13,208,60: 11,425,96(
(5,058,596 (3,710,093
63,82€ 265,887
(6,320,196 1,021,33¢
2,150,86( -
(3,290,960 -
27,074,94¢ -
(27,037,290 -
- 29,638,28:
- (34,703,066
2,093,96 -
(5,836,342 -
- 1,712,32¢
- (7,033,310
18, 50 39,202 11,45¢
18 (142,933 (155,186
19,50 3,638 9,286
19 (157,160 (111,257
189,11¢ 163,64¢
(227,914 (380,213
21,50 15,438 4,869
21 (115,333 (2,125)
4,498 10,46€
(311,744 (10,435,
67,03¢ 85,61¢€
(26,653; (27,629
57,58 (4,498) 83,631
(5,512,585 (10,703,638




SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

ConsolidatedStatements ofCash Flows(Continued)
For the years ended December 31, 2ahd2017

(In millions of won) Note 2018 2017

Cash flows from financing activities

Redemptiorof hybrid bonds W - (300,000
Issuanceof hybrid bonds 1,107,83¢ 224,46¢
Net increase in borrowings 1,772,20: 3,047,84¢
Proceeds from debt securities issued 26,487,71: 20,006,95°
Repayments of debt securities issued (14,689,245 (12,222,815
Other liabilities 528 8,498
Dividends paid (714,705 (706,565
Proceeds from settlement of hedging derivative financial
instruments for debt securities issued 10,67¢ 65,22C
Settlement of hedging derivative financial instrumédatdebt
securities issued (16,832 (6,509)
Acquisition of treasury stock (151,993 -
Increasen noncontrolling interests 347 215,357
Net cash provided by financing activities 13,806,52° 10,332,45;

Effect of exchange ratdluctuations on cash and cash

equivalents held (30,640 (46,035
Increase in cash and cash equivalents 1,943,168 604,11<
Cash and cash egivalents at beginning of year 54 6,236,65( 5,632,53¢
Cash and @ash equivalents at end ofear 54 W 8,179,7% 6,236,65(

See accompanyingptes tahe consolidatedinancial statements.
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 31, 2@land2017

1. Reporting entity

Shinhan Financial Group Co., Ltd., the controlling company, and its subsidiaries included in consolidation (collectively the
AGroupo) are summarized as foll ows:

(a) Controlling company

Shinhan Financi al Group Co. , Ltd. ( tarcentroflirglcampamywas indorparated c i a
on September 1, 200fbr the main purposes of Shinhan Bank, Shinhan Securitiegt@o Shinhan Capital Co.,Ltdand
Shinhan BNP Aset Management Chtd. with a stock transfer. The total capital stock amounte#1¢461721 million. Also,
Shinhan Financi al Groupds shares has been listed on the
Groupbs Amer iShaes webedigien enithe dlewyyork Stock Exchange since September 16, 2003.

(b) Ownership of Shinhan Financial Group and its major consolidated subsidiarie®asenfber 312018 and 2017 are as
follows:

Date of financial Ownership (%)

Investor Investee Location information 2018 2017
Sg;‘;‘fg g(')”afga' Shinhan Bank Korea December31  100.0  100.0
Shinhan CardCo., Ltd. 100.0 100.0
Shinhan Investment Corp. 100.0 100.0
Shinhan Life Insuranc€o., Ltd. 100.0 100.0
ShinhanCapital Co., Ltd. 100.0 100.0
Jeju Bank*1) 71.89 68.9
Shinhan Credit Informatio@o., Ltd. 100.0 100.0

Shinhan Alternative Investment
Management Inc. 100.0 100.0

Shinhan BNP Paribas Asset

Management Co., Ltd. 65.0 65.0
SHC Management Co., Ltd. 100.0 100.0
Shinhan D$2) 100.0 100.0
Shinhan Savings Bank 100.0 100.0
Shinhan AITAS Co., Ltd. 99.8 99.8
ShinhanREITs Management Co., Ltc 100.0 100.0
Shinhan Bank Shinhan Asia Limited Hong Kong 99.9 99.9
Shinhan Bank America USA 100.0 100.0
Shinhan Bank Europe GmbH Germany 100.0 100.0
Shinhan Bank CambodfsB) Cambodia 97.5 97.5
Shinhan Bank Kazakhstan Limited Kazakhstan 100.0 100.0
Shinhan Bank Canada Canada 100.0 100.0
Shinhan Bank (China) Limited China 100.0 100.0
Shinhan Bank Japan Japan 100.0 100.0
Shinhan Bank Vietnaratd. Vietham 100.0 100.0
Banco Shinhan de Mexico Mexico 100.0 100.0
PT Bank Shinhan Indonesia Indonesia 99.0 99.0
Shinhan CardCo., Ltd. LLP MFO Shinhan Finance Kazakhstan 100.0 100.0
PT. Shinhan Indo Finance Indonesia 50.0 50.0
Shinhan Microfinance Co., Ltd. Myanmar 100.0 100.0
Sg‘g:‘p"’.‘” Investment  gy.nhan Investment Corp. USA Inc. USA 100.0  100.0
Shinhan Investment Corp. Asia Ltd. Hong Kong 100.0 100.0
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 31, 2@land2017

1. Reporting entity (continued)

Date of financial Ownership (%)
Investor Investee Location information 2018 2017
Shinhan Investment SHINHAN SECURITIES VIETNAM Vietnam December 31 100.0 100.0
Corp. CO.,, LTD.
PT. Shinhan Sekuritas Indonesia Indonesia 99.0 99.0
PT. Shinhan Sekuriti PT Shinhan Asset Management 750 )
Indonesia Indonesia )
Shinhan BNP Paribas . .
Asset Management Smnhan BNP Pﬂ'bas ?sset Limited Hong Kong 100.0 100.0
Co., Ltd. anagement (Hong Kong) Limite
Shinhan DS SHINHAN DS VIETNAM CO.,LTD. Vietnam 100.0 -

(*1) The Group participated in the capital increase of Jeju Bgrdcquisition of 7,854,600 sharg$/5,000per share)

(*2) Shinhan Data System changed its name into Shinhan DS fgesinendedDecember 312018 and the Grouparticipated
in the capital increase &3 billion in October 2018.

(*3) Shinhan Khmer Bank PLC changed its name into Shinhan Bank Cambodia for the perioDecetatier 312018.
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 31, 2@land2017

1. Reporting entity (continued)

(c) Consolidated structured entities
Consolidated structured entities are as follows:

Consolidated

Category structured entities Description
Trust 18 trusts managed by A trust is consolidated when tl@&roup as a trustee is expost
Shinhan Bank including  to variable returns, for example, if principle or intere
development trust amounts of the entrusted properties falls below guaran

amount, the Group should compensate it; and the Group
the ability to affect those returns.

AssetBackel MPC Yulchon Green | and An entity for asset backed securitization is consolidated w
Securitization 130 others the Group has the ability to disposssetsor change the
conditions of the assets, is exposed to variable returns ant
the ability to affect the variable returns providing crec

enhancement and purchases of subordinated securities.

Structured Financing SHPE Holdings One Co., An entity established for structured financing relating to r
Ltd. and 2 others estate, shipping, omergers and acquisitions is consolidate
when the Group has granted credit to the entity, has
decisioamaking authority of these entities due to the entit
default, and is exposed to, or has rights to related vari

returns.
Investment Fund KoFC Shinhan Frontier An investment fund is consolidated, when the Group mane
Champ20104 PEF and  or invests assets of the investment funds on behalf of ¢
73 others investors, or has the ability to dismiss the manager of

investment funds, ands exposed to, or has rights to, tt
variable returns.

(*) The Group provide ABPC purchase agreements\1,397,717 million for the purpose of credit enhancement of structured
companies.
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 31, 2@land2017

2. Basis of preparation

The consolidated financial statements have been prepared in accordance with Korean International Financial Reportiag Stande
( f-KF R S opyescribadsthe Act on External Audits of Stock Companies in the Republic of Korea.

The consolidated financial statements were authorized for issue by the Board of Directors on February 12, 2019, which will be
submitted for appr oetirglto bé leld onfVarch27,80dk hol der 6 s me

(a) Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis, except for the following material ite
in the statement of financial position:

- derivative financialnstruments are measured at fair value

- financial instruments at fair value through profit or loss are measured at fair value

- availablefor-sale financial assets are measured at fair value

- other comprehensive income at fair values are measured at fair value

- financial instruments through profit or loss are measured at fair value

- liabilities for cashsettled sharbased payment arrangements are measured at fair value

- financial liabilities designated as hedged items in a fair value hedge accounting of whighschafair value attributable to
the hedged risk are recognized in profit or loss

- liabilities for defined benefit plans that are recognized at the net of the total present value of defined benefit sidigation
the fair value of plan assets

(b) Functional and presentation currency

These consolidated financi al statements are presented in
and the currency of the primary economic environment in which the Group operates.

(c) Use of estimtes and judgements

The preparation of the consolidated financial statements in conformity wWiRE requires managementrtake judgments,
estimates and assumptions that affect the application of accounting policies and the reported amountdiabiisestsncome
and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized
the period in which the estimates are revisatliarany future periods affected.

Information about critical judgements in applying accounting policies that have a significant effect on the amountsddnognize
the consolidated financial statements and information about assumptions and estimegitainties that have a significant risk
of resulting in a material adjustment within the ném&hcial year are described iroté 5.

Management's assessment of the application of the Group's accounting policies and their estimates usedafidated
financial statements is based on the same accounting policies and assumptions used in the consolidated financialostdtements f
year ended December 31, 2017.

- Credit loss allowance

The Group recognizes credit loss allowarfice expectedcredit losses on debt instruments, loans and receivables that are
measured at amortized cost, loan commitments and financial guarantee contracts in accordancé-R8hNQ. 1109
dinancial Instrument$. The all owance i s de tioayam impetdaridblgs used byhhe iGopupdaos |,
measure expected future cash flows of individual financial instruments and to measure expected credit losses in a collecti
manner. The details of techniques, assumptions and input variables used to meastedit loss allowance for expected
credit losses as @ecember 312018 are described in Node
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 31, 2@land2017

2. Basis of preparation (continued)

(d) Change in accounting policy

The Group has adopted the same accounting policies for the year ended Dece2®B8,3xcept for the application of the first
amendment standard, effective from January 1, 2018, as explained below.

)K1 FRS No. 1115, O6Revenue from Contracts with Customersbd

Effective January 1, 2018 the Group has applied KRS No Revanddlrs5gm 6Cont r act swhieh replacesCu s t
existing revenue recognition guidance, including K RS No Re 1 8,(K8E FRE NoCoh Ot ducHi oKa Con
| FRS No.Rev2ruB ar t er Transactions I nVKIFRS Mog2ll3, dCeist iosnemg L®
Pr ogr ami#irlS No. 21150 Agr eement for the Cami&t FRERSt No firandfdrsloRAssets E s
from Customers 6

K-IFRS No. 1018 and other standards outlined revenue recognition for different typessafttions such as sales of goods and
services, interest income, loyalty programs, dividend income and construction contracts; however, accorthRBtOIE 1115,

all types of contracts recognize revenue through-ste@ revenue recognition model (4§ dent i fying the ¢
6l dentifying performBetcer mibdiingpti loe s 6d Alnlsacdti iomg prheedr 2
performance obIRegotginaeshgY t he revenue by satisfying perf
Effects on quity as a result of initial application of-KRS No. 1115 are included in Not8.6

i)K- FRS No. 1bla0s2e,d OPSahyameent 0

The Standard has been amended to clarify that measurement «fetidesth shardbased payment transactions shall reflect both
vesting conditions and neresting conditions with the same approach as egéitifed shardased payment transactions, and to
clarify classification of sharbased payment transactions with a net settlement feature for withholding tax obligations.

iii)K-IFRSNo.18 0, o6l nvestment property?od

Effective January 1, 2018 and after, the Group has adopted the amendmetfR® K040 Investment Property. The amendment
clarifies that it meets the definition of an investment property and, if there is evidecitange in use, it is possible to substitute

an investment property. We have also clarified that real estate under construction is included in the scope. The effect of
amendment on the consolidated financial statements is not significant.

iv)K-IFRSNo. 1109, O6Financial I nstruments?o

The Group has applied-K F RS N o Finartial ihStrundéents , which was published on Sep!
starting on January 1, 2018. -IRRS No. 1109 replaced -K F RS N o . Finahd@aB Bistrumeénts:Recognition and
Measurement 6

The main characteristics of -lcRS No. 1109 are: classification and measurement of financial instruments based on
characteristics of contractual cash flows and business model, impairment model based on expected crélukt togsession of
the types of qualifying hedging instruments and hedged items, and changes in hedge effectiveness tests, etc.

In principle, K-IFRS No. 1109 should be applied retrospectively. However, there are exemptions for restating the comparative
information with respect to classification, measurement of financial instruments, and impairment. In addition, for hedge
accounting, the new standard will be applied prospectively except for certain cases such as accounting for the time value
options.As permitted by the transition requirements ofFRS 1109, comparative periods have not been resfiedeffects of

the first application of KFRS N0.1109 on equity items, the reconciliation of the carrying amount of financial assets and
financial liabilties, and the adjustment of loss provisions undéFIRS No.1039 are included in note 60.
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 31, 2@land2017

3. Significant accounting policies

Except for the new standards and the amendment to the following standard, which are applied from January 1, 2018, t
accountingpolicies applied by the Group in these consolidated financial statements are the same as those applied by the Grour
its consolidated financial statements as of and for the year ended December 31, 2018 and have mentioned on the note 2.

(a) Operating segments

An operating segment is a component of the Group that engages in business activities from which it may earn revenuies and in
expenses, including revenues and expenses that r epgemting t o
results are reviewed regularly by the chief operating decision maker to make decisions about resources allocated tergach segn
and assess its performance, and for which discrete financial information is available.

The segment reporting tochief executive officer includes items directly attributable to a segment as well as those that can be
allocated on a reasonable basis. Unallocated items comprise mainly general expenses and income tax assets anddiabilities.
Group considers the Chiefx ecut i ve Of ficer (ACEOO0) of the Bank as the ¢

It is CEOb6s responsible for evaluating the resourced to
makes strategic decisions.

(b) Basis of consoliddon
i) Subsidiaries

Subsidiaries are investees controlled by the Group. The Group controls an investee when it is exposed to, or has rights
variable returns from its involvement with the investee and has the ability to affect those returns tisrgagver over the
investee. The financial statements of subsidiaries are included in the consolidated financial statements from theod#ia that ¢
commences until the date that control ceases.

If a member of the Group uses accounting policies otherttiese adopted in the consolidated financial statements for the same
transactions and events in similar circumstances, appropriate adjustments are made to its financial statements irhpreparing
consolidated financial statements.

i) Structured entity

The Group establishes or invests in various structured entities. A structured entity is an entity designed so théiegsaeetivi

not governed by way of voting rights. When assessing control of a structured entity, the Group considers factorthesuch as
purpose and the design of the investee; its practical ability to direct the relevant activities of the investee; thé itature o
relationship with the investee; and the size of its exposure to the variability of returns of the investee. The Groap doe
recognize any nonontrolling interests as equity in relation to structured entities in the consolidated statements of financial
position since the neoontrolling interests in thestities are recognized as liabilities of the Group.

iii) Intra-group transactions eliminated on consolidation
Intra-group balances, transactions, and any unrealized income and expenses arising frgmouptteansactions, are eliminated

in preparing the consolidated financial statements. -groap losses anecognized as expense if infgaoup losses indicate an
impairment that requires recognition in the consolidated financial statements.
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 31, 2@land2017

3. Significant accounting policies (continued)

iv) Non-controlling interests

Noncontrolling interestsinaubsi di ary are accounted for separately fronm
component of net profit or loss and other comprehensive income is attributed to the owners of the parentamitohing
interest holders, even when thkocation reduces the narontrolling interests balance below zero.

(c) Business combinations
i) Business combinations

A business combination is accounted for by applying the acquisition method, unless it is a combination involving entities o
busineses under common control.

Each identifiable asset and liability is measured at its acquisiads fair value except for below:

- Leases and insurance contracts are required to be classified on the basis of the contractual terms and other factors

- Only those contingent liabilities assumed in a business combination that are a present obligation and can be measured relia
are recognized

- Deferred tax assets or liabilities are recognized and measured in accordancd WvittRKS No . 101 2, 6l ncome

- Employee benefit arrangements are recognized and measured in accordancé AtRKS No. 1019, OEmpl oye
- Indemnification assets are recognized and measured on the same basis as the indemnified liability or asset

- Reacquired rights are measurecatordance with special provisions

- Liabilities or equity instruments related to shbased payment transactions are measured in accordance with the method in K

| FRS No. 1b®ax,edb6 Prayrment 6

- Non-current assets held for sale are measured atdhie less costs to sell in accordance with Kk RS No . l-du®ebt, 6 N
Assets Held for Sale and Discontinued Operations?d

As of the acquisition date, naontrolling interests in thacquirerare measured as the roontrolling interests' proportionate
share of thea ¢ q u iidentifiabbesnet assets.

The consideration transferred in a business combination is measured at fair value, which is calculated as the sum of t
acquisitiondate fair values of the assets transferred by the acquirer, the liahilitierred by the acquiréo former owners of

the acquirerand the equitynterestassued by the acquirer. However, any portion of the acquirer's-shaesl payment awards
exchangedor awards held by the acquileemployee that is included in consiion transferred in the business combination
shall be measured in accordance with the method described above rather than at fair value.

Acquisitionrelated costs are costs the acquirer incurs to effect a business combination. Those costs inclufeetndensory,
legal, accounting, valuation and other professional or consulting fees; general administrative costs, including the costs of
maintaining an internal acquisitions department; and costs of registering and issuing debt and equity gemuitigmnrelated
costs, other than those associated with the issue of debt or equity securities, which are recognized in accorddf¢eSwith K
N0.1039 and 1032, are expensed in the periods in which the costs are incurred and the services are received.
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 31, 2@land2017

3. Significant accounting policies (continued)

i) Goodwill

The Group measures goodwill at the acquisition date as:

- the fair value of the consideration transferred; plus

- the recognized amount of any noantrolling interests in the acquiree; plus

- if the business combination is achieved in stages, the fair value of th&igtiag equity interest in the acquiree; less
- the net recognized amount (generally fair value) of the identifiable assets acquired and liabilities assumed.

When the excess isegative, a bargain purchase gain is recognized immediately in profit or loss.
When the Group additionally acquires roontrolling interest, the Group does not recognize goodwill since the transaction is
regarded as equity transaction.

(d) Investments n associates

An associate is an entity in which the Group has singni fi
policies. Significant influence is presumed to exist when the Group holds between 20 and 50 percewbtofgthmwer of
another entity.

A joint venture is a joint arrangement whereby the parties that have joint control of the arrangement have rightsdesis net
of the arrangement. Joint control is the contractually agreed sharing of control of an aemtngeinich exists only when
decisions about the relevant activities require the unanimous consent of the parties sharing control.

The investment in an associate and a joint venture is initially recognized at cost, and the carrying amount is increased
decreased to recognize the Groupbés share of the pr teftiet or
date of acquisition. Intrgroup balances and transactions, and any unrealized income and expenses arising fgroumtra
transactions, are eliminated in preparing the consolidated financial statementgrdopdosses are recognized as expense if
intra-group losses indicate an impairment that requires recognition in the consolidated financial statements.

If an associat®r a joint venture uses accounting policies different from those of the Group for like transactions and events in
similar circumstances, appropriate adjustments are made to its financial statements in applying the equity method.

When t he Gr olasged exceadd issrinteresd ih an equity accounted investee, the carrying amount of that interest
including any longerm investments, is reduced to nil and the recognition of further losses is discontinued except to the exten
that the Group has an ofpition or has to make payments on behalf of the investee for further losses.

(e) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with original maturities of three months or less from
acquisition date thaare subject to an insignificant risk of changes in their fair value, and are used by the Group in the
management of its sheteérm commitments. Equity instruments are excluded from cash equivalents unless they are, in substance
cash equivalents, for exatepn the case of preferred shares acquired within a short period of their maturity and with a specified
redemption dat e. However, the Groupbs account overdraft |
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 31, 2@land2017

3. Significant accounting policies (continued)

(f) Non-derivative financial assets policy applicable from January 1, 2018

Financial assets are recognized when the Group becomes a party to the contractual provisions of the instrument. I additior
regular way purchase or sale (a purchase or sale of a financialadseta contract whose terms require delivery of the asset
within the time frame established generally by regulation or convention in the market concerned) is recognized on &te. trade d

A financial asset is measured initially at its fair value plos,a@n itemnotaFai r Val ue Thr o (rgTRPLOPTr of i
transaction costs that are directly attributable to its acquisition of the financial asset. Transaction costs on thedsetaci
FVTPL that are directly attributable to the acquisitise recognized in profit or loss as incurred.

i) Financial assets designated at FVTPL

Financial assets can be irrevocably designated as measured at FVTPL despite of classification standards stated lggkaw, if doin
eliminates or significantly reducesh accounting mismatch that would otherwise arise from measuring assets or liabilities or
recognizing the gains or losses on them on different bases.

i) Equity instruments

For the equity instruments that are not held for trading, at initial recognttienGroup may make an irrevocable election to
present subsequent changes in fair value in other comprehensive income. Equity instruments that are not classifieal as finani
assetsaFai r Val ue through Ot RWOCIO Bre alapsifietas Enansial assets bt F\éT€Me ( A

The Group subsequently measures all equity investments at fair value. Valuation gains or losses of the equity insttwarents tha
classified as financial assets at FVOCI previously recognized as other comprehensive snootrredlassified as profit or loss

on derecognition. The Group recognizes divi deaofthedividendipr o f
established.

Valuation gains or losses due to changes in fair value of the financié asdeVTPL are recognized as gains or losses on
financial assets at FVTPL. Impairment loss (reversal) on equity instruments at FVOCI is not recognized separately.

iii) Debt instruments

Subsequent measurement of debt instruments depends on t|
contractual cash flow characteristics of the asset. Debt instruments are classified as financial assets at amortiegtDEst, at
orda FVTPL. Debt instruments are reclassified only when th

Financial assets at amortized cost

Assets that are held within a business model whose objective is to hold assets to collect contractual cash flows vdaste those
flows represent solely payments of principal and interest are measured at amortized cost. Impairment losses, andsgains or |o¢
on derecognition of the financial assets at amortized cost are recognized in profit or loss. Interest income onvihéntdfest

met hod is included in the él nterest incomed6 in the consol
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 31, 2@land2017

3. Significant accounting policies (continued)

Financial assets at FVOCI

Assets that are held within a business model whose objective is achieved by both collecting contractual cash flowg and selli
financi al assets, where the assetsd cash fl ows reprhersent

than impairment losses, interest income amortized using effective interest method and foreign exchange differences, gains
losses of the financial assets at FVOCI are recognized as other comprehensive income in equity. On derecognition, gains
losses eacumulated in other comprehensive income are reclassified to profit or loss. The interest income on the effective intere

met hod i s included in the O0lnterest incomed in the cor
differencesandmp ai r ment | osses are included in the ONet foreign
assets6 in the consolidated statement of comprehensive i

Financial assets at FVTPL

Debt securities other than financidsets at amortized costs or FVOCI are classified at FVTPL. Unless hedge accounting is
applied, gains or |l osses from financi al assets at aRCAT PL
assets at fair value throughpradir | oss6 in the consolidated statement of ¢

iv) Embedded derivatives

Financial assets with embedded derivatives are classified regarding the entire hybrid contract, and the embeddedaderivatives
not separately recognized. The emthybrid contract is considered when it is determined whether the contractual cash flows
represent solely payments of principal and interest.

v) Derecognition of financial assets

The Group derecognizes a financial asset when the contractual rights to the cash flows from the asset expire, orthdransfers
rights to receive the contractual cash flows on the financial asset in a transaction in which substantially all theresksdsd

of ownership of the financial asset are transferred. Any interest in transferred financial assets that is created tyrttained
Group is recognized as a separate asset or liability.

If the Group retains substantially all the risks and rewafdsvnership of the transferred financial assets, the Group continues to
recognize the transferred financial assets and recognizes financial liabilities for the consideration received.

vi) Offsetting

Financial assets and financial liabilities are effand the net amount is presented in the consolidated statement of financial
position only when the Group currently has a legally enforceable right to set off the recognized amounts, and intetwds either
settle on a net basis or to realize the assetattlé the liability simultaneously.
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 31, 2@land2017

3. Significant accounting policies (continued)

(g) Non-derivative financial assets policy applicable before January 1, 2018

The Group recognizes and measures-aerivative financial assets by the following faategories: financial assets at fair value
through profit or loss, heltb-maturity investments, loans and receivables and avaifablgale financial assets. The group
recognizes financial assets in the separate statement of financial position whygauihndoecomes a party to the contractual
provisions of the instrument.

Upon initial recognition, nowerivative financial assets are measured at their fair value plus, in the case of a financial asset not &
fair value through profit or loss, transactoro st s t hat are directly attributable toc

i) Financial assets at fair value through profit or loss

A financial asset is classified as at fair value through profit or loss if it is held for trading or is designatedatidathrough
profit or loss. Upon initial recognition, transaction costs are recognized in profit or loss when incurred. Financial fsets
value through profit or loss are measured at fair value, and changes therein are recognized ingssofit or

A financial asset other than a financial asset held for trading may be designated as at FVTPL upon initial recognition if:

- such designation eliminates or significantly reduces a recognition or measurement inconsistency that would otherarise arise

- the financial asset forms part of a group of financial assets or financial liabilities or both, which is managed and i
performance is evaluated on a fair value basis, in accordance with the Group's documented risk management or investr
strategy, ad information about the grouping is provided internally on that basis; or

- it forms part of a contract containing one or more embedded derivatives that would be required to be separated from the |
contract.
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 31, 2@land2017

3. Significant accounting policies(continued)

(9) Non-derivative financial assets policy applicable before January 1, 201&continued)
i) Held-to-maturity financial asse(sfi HT M0 )

A nonderivative financial asset with a fixed or determinable payment and fixed maturity, for whiGnahe has the positive
intention and ability to hold to maturity, are classified as telthaturity investments. Subsequent to initial recognition,-teeld
maturity investments are measured at amortized cost using the effective interest method.

iii) Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active mark
Subsequent to initial recognition, loans and receivables are measured at amortized cost using the effectivetihtetest

iv) Availablefor-sale financial assefsfi AF S 0 )

Availablefor-sale financial assets are those -genivative financial assets that are designated as avaftabdale or are not
classified as financial assets at fair value through profit or lbsk}to-maturity investments or loans and receivables.
Subsequent to initial recognition, they are measured at fair value, which changes in fair value, net of any tax effedt,mecor
other comprehensive income in equity. Investments in equity instriigmthat do not have a quoted market price in an active
market and whose fair value cannot be reliably measured and derivatives that are linked to and must be settled by delivery
such unquoted equity instruments are measured at cost.

v) Derecognitian of financial assets

The Group derecognizes a financial asset when the contractual rights to the cash flows from the asset expire, orthdransfers
rights to receive the contractual cash flows on the financial asset in a transaction iswigsintially all the risks and rewards

of ownership of the financial asset are transferred. Any interest in transferred financial assets that is created duyréitained

Group is recognized as a separate asset or liability.

If the Group retains substtialy all the risks and rewards of ownership of the transferred financial assets, the Group continues to
recognize the transferred financial assets and recognizes financial liabilities for the consideration received.

vi) Offsetting between financiaksets and financial liabilities
Financial assets and financial liabilities are offset and the net amount is presented in the consolidated statemersl of financ

position only when the Group currently has a legally enforceable right to offset the recbgmiaunts, and there is the intention
to settle on a net basis or to realize the asset and settle the liability simultaneously.
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3. Significant accounting policies (continued)

(h) Derivative financial instruments - policy applicable from January 1, 2018

Derivatives are initially recognized at fair value. Subsequent to initial recognition, derivatives are measured aefaindalu
changes therein are accounted for as described below.

i) Hedge accounting

The Group holds forward exchange contracts, interest rate swaps, currency swaps and other derivative contracts to man:
interest rate risk and foreign exchange risk. The Group designated derivatives as hedging instruments to hedge the risk
changes infte fair value of assets, liabilities or firm commitments (a fair value hedge) and foreign currency risk of highly
probable forecasted transactions or firm commitments (a cash flow hedge).

On initial designation of the hedge, the Group formally documthasrelationship between the hedging instrument(s) and
hedged item(s), including the risk management objectives and strategy in undertaking the hedge transaction, together with 1
methods that will be used to assess the effectiveness of the hedgimgseiati

Fair value hedge

Changes in the fair value of a derivative hedging instrument designated as a fair value hedge are recognized in grofitloe los
gain or loss from remeasuring the hedging instrument at fair value for a derivative hedgyingens and the gain or loss on the
hedged item attributable to the hedged risk are recognized in profit or loss in the same line item of the separateo$tatemer
comprehensive income.

The Groupdiscontinues fair value hedge accounting if the hedgirtguiment expires or is sold, terminated or exercised, or if the
hedge no longer meets tleeiteria. Any adjustment arising fronG/L on the hedged item attributable to the hedged risk is
amortized to profit or loss from the date the hedge accouistisigcotinued.

Cash flow hedge

When a derivative is designated to hedge the variability in cash flows attributable to a particular risk associatedogitizade
asset or liability or a highly probable forecasted transaction that could affect profispthe effective portion of changes in the
fair value of the derivative is recognized in other comprehensive income, net of tax, and presented in the hedgingegsieyve in
Any ineffective portion of changes in the fair value of the derivativedsgnized immediately in profit or loss.

If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sold, terminated, exerased, or
designation is revoked, then hedge accounting is discontinued prospectively. Thatisengdin or loss on the hedging
instrument that has been recognized in other comprehensive income is reclassified to profit or loss in the periodsafutitey whi
forecasted transaction occurs. If the forecasted transaction is no longer expectedirtotheet the balance in other
comprehensive income is recognized immediately in profit or loss.

Net investment hedge

The portion of the change in fair value of a financial instrument designated as a hedging instrument that meets thetgquirem
for hedg accounting for a net investment in a foreign operation is recognized in other comprehensive income and the ineffect
portion of the hedge is recognized in profit or loss Recognize. The portion recognized as other comprehensive income tha
effective as a hedge is recognized in the statement of comprehensive income as a result of reclassification adjustment:
accordance with HFRS No. 1021, "Effect of Changes in Foreign Exchange Rates" at the time of disposing of its oversea
operations or disposirgf a portion of its overseas operations To profit or loss.
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3. Significant accounting policies (continued)

(h) Derivative financial instruments - policy applicable from January 1, 201§ continued)
Other derivative financial instruments

Changes in thdair value of other derivative financial instrument not designated as a hedging instrument are recognize
immediately in profit or loss.

Unobservable valuation differences at initial recognition

Any difference between the fair value of over the countenivetives at initial recognition and the amount that would be
determined at that date using a valuation technique in a situation in which the valuation is dependent on unobservabte param
is not recognized in profit or loss but is recognized on égiréine basis over the life of the instrument or immediately when the
fair value becomes observable.

(i) Derivative financial instruments - policy applicable before January 1, 2018

Derivatives are initially recognized at fair value. Subsequent to initial recognition, derivatives are measured at faindalue
changes therein are accounted for as described below.

i) Hedge accounting

The Group holds forward exchange contracts,résierate swaps, currency swaps and other derivative contracts to manage
interest rate risk and foreign exchange risk. The Group designated derivatives as hedging instruments to hedge the risk
changes in the fair value of assets, liabilities or firm goiments (a fair value hedge) and foreign currency risk of highly
probable forecasted transactions or firm commitments (a cash flow hedge).

On initial designation of the hedge, the Group formally documents the relationship between the hedging irstranmnt(
hedged item(s), including the risk management objectives and strategy in undertaking the hedge transaction, together with 1
methods that will be used to assess the effectiveness of the hedging relationship.

i Fair value hedgei Changes in the faivalue of a derivative hedging instrument designated as a fair value hedge are
recognized in profit or loss. The gain or loss from remeasuring the hedging instrument at fair value for a derivative hedgil
instrument and the gain or loss on the hedged &tributable to the hedged risk are recognized in profit or loss in the same
line item of the consolidated statement of comprehensive income. The Group discontinues fair value hedge accounting if
hedging instrument expires or is sold, terminated oraés@d, or if the hedge no longer meets the criteria for hedge accounting.
Any adjustment arising from gain or loss on the hedged item attributable to the hedged risk is amortized to profibor loss fr
the date the hedge accounting is discontinued.

9 Cash flow hedgé When a derivative is designated to hedge the variability in cash flows attributable to a particular risk
associated with a recognized asset or liability or a highly probable forecasted transaction that could affect profiher loss,
effective portion of changes in the fair value of the derivative is recognized in other comprehensive income, net of tax, a
presented in the hedging reserve in equity. Any ineffective portion of changes in the fair value of the derivativeizedecogn
immediately in profit or loss. If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sol
terminated, exercised, or the designation is revoked, then hedge accounting is discontinued prospectively. The cumulative (
or loss on the hedging instrument that has been recognized in other comprehensive income is reclassified to profit or loss in
periods during which the forecasted transaction occurs. If the forecasted transaction is no longer expectedhendleeur,
balance in other comprehensive income is recognized immediately in profit or loss.
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3. Significant accounting policies (continued)

(i) Derivative financial instruments - policy applicable before January 1, 2018continued)

9 Hedge of net investmentForeign currency differences arising on the retranslation of a financial liability designated as a
hedge of a net investment in a foreign operation are recognized in other comprehensive income to the extent that the hedq
effective. To the extent théthe hedge is ineffective, such differences are recognized in profit or loss. When the hedged pat
of a net investment is disposed of, the relevant amount in the accumulated other comprehensive income is transfetred to p
or loss as part of the profitr doss on disposal in accordance witl KRS No. 1021, 6The Effect
Exchange Ratesbo.

ii) Separable embedded derivatives

Embedded derivatives are separated from the host contract and accounted for separately only if the datienéngas been
met: (a) the economic characteristics and risks of the embedded derivative are not closely related to those of thadbo@t)contr
a separate instrument with the same terms as the embedded derivative would meet the definitiorvative;dend (c) the
hybrid instrument is not measured at fair value with changes in fair value recognized in profit or loss. Changes wathe fair
of separable embedded derivatives are recognized immediately in profit or loss.

iif) Other derivative fhancial instruments

Changes in the fair value of other derivative financial instrument not designated as a hedging instrument are recognize
immediately in profit or loss.

) Unobservable valuation differences at initial recognition

Any difference betwen the fair value of over the counter derivatives at initial recognition and the amount that would be
determined at that date using a valuation technique in a situation in which the valuation is dependent on unobservadie parame
is not recognized in pfit or loss but is recognized on a straifjhe basis over the life of the instrument or immediately when

the fair value becomes observable.

(i) Impairment: Financial assets and contract assetspolicy applicable from January 1, 2018

The Grouprecognizeprovision for credit loss allowander debt instruments measured at amortized cost and fair value through
other comprehensive incomemdlease receivable, loan commitments and financial guarantee contracts using the expected credi
loss impaiment model. Financial assets migrate through the following three stages based on the change in credit risk sin
initial recognition and loss allowances for the financial assets are measured amleri2 h expected credi't
the lifetime ECL, depending on the stage.

Category Provision for credit loss allowance

STAGE 1  When credit risk has not increased 12-months ECL: the ECL associated with the probabilit
significantly since the initial default events occurring withithe next 12 months
recognition

STAGE 2 When credit risk has increased Lifetime ECL: a lifetime ECL associated with t
significantly since the initial probability of default events occurring over the remail
recognition lifetime

STAGE 3  When assets aimpaired Same as above

The Group meanwhile, only recognizes the cumulative changes in lifetime expected credit losses since the initial recognition a
a loss allowance for purchased or originated ciiealiaired financial assets.
The total periodefers to the expected life span of the financial instrument up to the contract expiration date.
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3. Significant accounting policies (continued)

()) Impairment: Financial assets and contract assetspolicy applicable from January 1, 2018 continued)
Reflection oforward-lookinginformation

The Groupreflects forwardooking information presented by internal experts based on a variety of information when measuring
expected credit losses. For the purpose of estimating these fdoslidg information, thesrouputilizes the economic
outlook publishedy domestic and overseas research institutes or government and public agencies.

The Group reflects future macroeconomic conditions anticipated from a neutral standpoint that is free from bias in measurir
expected credit losses. Expected credit logséisis respect reflect conditions that are most likely to occur and are based on the
same assumptions that tBeoupused in its business plan and management strategy.

Measurement of amortization cost regarding the expected credit loss of financial assets

The expected credit loss of an amortized financial asset is measured as the difference between the present valudloivthe cash
expected to be received and the cash flow expected to be received. For this purpose, we calculate expected cash flow:
individually significant financial assets.

For nonindividual significant financial assets, the financial assets collectively include expected credit losses as part of a set
financial assets with similar credit risk characteristics.

Expected credit Ie®es are deducted using the allowance for doubtful accounts and are amortized as if the financial assets were
recoverable. The allowance of bad debts is increased when the loan receivables are subsequently recovered and theechanges
credit loss dbwanceare recognized in profit or loss.

Measurement of estimated credit loss of financial asgets/OCI

The calculation of expected credit losses is the same as for financial assets measured at amortized cost, butoddingessin
allowanceare recognized in other comprehensive income. In the case of disposal and redemption of other comprehensive incc
- fair value, thecredit loss allowancis reclassified from other comprehensive income to profit or loss and recognized in profit or
loss.

(k) Impairment: Financial assets and contract assetspolicy applicable before January 1, 2018

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determineendéther th
objective evidence thatig impaired. A financial asset is impaired if objective evidence indicates that a loss event has occurred
after the initial recognition of the asset, and that the loss event had a negative effect on the estimated future oshatlows
asset that can bestimated reliably. However, losses expected as a result of future events, regardless of likelihood, are nc
recognized.

In addition, for an investment in an equity security, a significant or prolonged decline in its fair value below itelcjestiie
evidence of impairment.

If financial assets have objective evidence that they are impaired, impairment losses should be measured and recognized.
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3. Significant accounting policies (continued)

(k) Impairment: Financial assets and contractassets policy applicable before January 1, 2018continued)

Objective evidence that a financial asset or group of assets is impaired includes observable data that comes to tbkthdention

holder of the asset about the following loss events:

- significant financial difficulty of the issuer or obligor

- a breach of contract, such as a default or delinquency in interest or principal payments;

- the lender, for economic or legal reasons relating to the borrower's financial difficulty, granting twrtweeb a concession
that the lender would not otherwise consider

- it becoming probable that the borrower will enter bankruptcy or other financial reorganization

- the disappearance of an active market for that financial asset because of financial dsfficultie

- observable data indicating that there is a measurable decrease in the estimated future cash flows from a group of finar
assets since the initial recognition of those assets, although the decrease cannot yet be identified with the indididdal fina
assets in the group.

i) Loans and receivables

The Group first assesses whether objective evidence of impairment exists individually for loans and receivables that a
individually significant, and individually or collectively for financial assets that are not individually significant. Grinep
deermines that no objective evidence of impairment exists for an individually assessed financial asset, whether signdtcant or

it includes the asset in a group of financial assets with similar credit risk characteristics and collectively assedses them
impairment. Assets that are individually assessed for impairment and for which an impairment loss is or continues to b
recognized are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss onsl@nd receivables has been incurred, the amount of the loss is
measured as the difference between the asset's carrying amount and the present value of estimated future cash flayvs (exclu
future credit losses that have not been incurred) discountdake dinancial asset's original effective interest rate (i.e., the
effective interest rate computed at initial recognition).

If the interest rate of a loan or receivable is a floating rate, the discount rate used to evaluate impairment losgdatthe cu
effective interest rate defined in the loan agreement. The present value of estimated future cash flows of securezkfieencial
is calculated by including cash flows from collateral after deducting costs to acquire and sell the collateral.

In assessig collective impairment, the Group rates and classifies financial assets, based on credit risk assessment or credit rat
assessment process that takes into account asset type, industry, regional location, collateral type, delinquency latigeother re
factors.

Future cash flow of financial assets applicable to collective impairment assessment is estimated by usingratadisitioglof
historical trends of the probability of default, timing of recoveries and the amount of loss incurred, adjustedrfos g € me n t
judgment as to whether current economic and credit conditions are such that the impairment losses are likely to béegeeater or
than suggested by historicalodelling In adjusting the future cash flow by historicabdelling the resulthas to be in line

with changes and trends of observable data. Methodologies and assumptions used to estimate future cash flow are avaluated
regular basis in order to reduce any discrepancy between impairment loss estimation and actual loss.

Impairment losses are recognized in profit or loss and reflected in an allowance account against loans and receivables. Whe

subsequent event causes the amount of impairment loss to decrease, and the decrease can be related objectively to an «
occuring after the impairment was recognized, the decrease in impairment loss is reversed through profit or loss of the year.
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3. Significant accounting policies (continued)

(k) Impairment: Financial assets and contract assetspolicy applicable before January 1, 2018continued)
i) Available-for-sale financial assets

When a decline in the fair value of an availafilesale financial asset has been recognized in other comprehensive income and
there is objective evidendbat the asset is impaired, the cumulative loss that had been recognized in other comprehensive
income is reclassified from equity to profit or loss as a reclassification adjustment even though the financial assbeéas not
derecognized. Impairment lessrecognized in profit or loss for an investment in an equity instrument classified as a¥ailable

sale are not reversed through profit or loss. If, in a subsequent period, the fair value of a debt instrument classilioleas
for-sale increaseand the increase can be objectively related to an event occurring after the impairment loss is recognized i
profit or loss, the impairment loss is reversed, with the amount of the reversal recognized in profit or loss.

iii) Held-to-maturity financial assts

An impairment loss in respect of helotmaturity financial assets measured at amortized cost is calculated as the difference
bet ween its carrying amount and the present value ¢ve the
interest rate and is recognized in profit or loss. Interest on the impaired asset continues to be recognized througdititge unwi

of the discount. When a subsequent event causes the amount of impairment loss to decrease, the decrease in iggpigirment lo
reversed through profit or loss.

(1) Property and equipment

Property and equipment are initially measured at cost and after initial recognition. The cost of property and equipdent inclu
expenditures arising directly from the constructiomoquisition of the asset, any costs directly attributable to bringing the asset
to the location and condition necessary for it to be capable of operating in the manner intended by management ahd the init
estimate of the costs of dismantling and removirggitem and restoring the site on which it is located.

Property and equipment are carried at cost less accumulated depreciation and accumulated impairment losses. Certain land
buildings are measured at fair value at the date of transitionl#RE, which is deemed cost, in accordance witHARS

No. 110 ttime Adbptian ®ftkl FRS 6 . Dividend from relevant reval uati o
resolution of the board of directors.

The Group recognizes in the carrying amoungaofitem of property and equipment the cost of replacing part of property and
equipment when that cost is incurred if it is probable that future economic benefits associated with the item will fflow to th
Group and the cost of the item can be measureabigliThe carrying amount of those parts that are replaced is derecognized.
The costs of the datp-day servicing of property and equipment are recognized in profit or loss as incurred.

Land is not depreciated. Other property and equipment are deprematedtraightine basis over the estimated useful lives,
which most closely reflect the expected pattern of consumption of the future economic benefits embodied in the asset. Lea
assets under finance leases are depreciated over the shorter ofdherleaasnd their useful lives. The estimated useful lives for
the current and comparative periods are as follows:

Descriptions Useful lives
Buildings 40 years
Other properties 4~5 years

The gain or loss arising from the derecognition of an iéproperty and equipment, which is included in profit or loss, is
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item.
Depreciation methods, useful lives and residual values are reassessed iatabgbdrend and any adjustment is
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3. Significant accounting policies (continued)

() Property and equipment (continued)
Accountedfor as a change in accounting estimate
(m) Intangible assets

Intangible assets are measured initially at cost autbsequently, are carried at cost less accumulated amortization and
accumulated impairment losses.

Amortization of intangible assets except for goodwill is calculated on a sHaighbasis over the estimated useful lives of
intangible assets as belomim the date that they are available for use. The residual value of intangible assets is zero. However,
there are no foreseeable limits to the periods over which club memberships are expected to be available for use,ttleis intanc
asset is determineas having indefinite useful lives and not amortized.

Descriptions Useful lives
Software and capitalized development cost 5 years
Other intangible assets 5 years or contract periods, whichever the shorter

Amortization periods and the amortization methods for intangible assets with finite useful lives are reviewed at thaand of e
reporting period. The useful lives of intangible assets that are not being amortized are reviewed at the end of eapberépbrtin

to determine whether events and circumstances continue to support indefinite useful life assessments for those assetse Chang
accounted for as changes in accounting estimates.

Expenditures on research activities, undertaken with the prospegeining new technical knowledge and understanding, are
recognized in profit or loss as incurred. Development expenditures are capitalized only if development costs can be meast
reliably, the product or process is technically and commercially feadililee economic benefits are probable, and the Group
intends to and has sufficient resources to complete development and to use or sell the asset. Other development expenditure
recognized in profit or loss as incurred.

(n) Investment properties

Investment property is property held either to earn rental income or for capital appreciation or both. An investmentigroperty
initially recognized at cost including any directly attributable expenditure. Subsequent to initial recognition, thenzesssairsd

at cost less accumulated depreciation and accumulated impairment losses, if any.

The depreciation method and the estimated useful lives for the current and comparative periods were as follows:

Descriptions Depreciation method Useful lives
Buildings Straightline 40 years

Subsequent costs are recognized in the carrying amount of investment property at cost or, if appropriate, as sepaitate items i
probable that future economic benefits associated with the item will flow to the Group and the cost of the item caareé meas
reliably. The carrying amount of the replaced part is derecognized. The costs of-teddgiyservicing are recognized in profit

or loss as incurred.

Depreciation methods, useful lives and residual values are reviewed at the end of each deiertind adjusted, if appropriate.
The change is accounted for as changes in accounting estimates.
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3. Significant accounting policies (continued)

(o) Leased assets

The Group classifies and accounts for leases as either a finance or operating lease, depending on the terms. Leases where the
Group assumes substantially all of the risks and rewards of ownership are classified as finance leases. All other leases are
classfied as operating leases.

i) Finance leases

At the commencement of the lease term, the Group recognizes as finance assets and finance liabilities in its consolidated
statements of financial position, the lower amount of the fair value of the leagezitgrand the present value of the minimum
lease payments, each determined at the inception of the lease. Any initial direct costs are added to the amount regognized as
asset.

Minimum lease payments are apportioned between the finance charge esglittimn of the outstanding liability. The finance
charge is allocated to each period during the lease term so as to produce a constant periodic rate of interest omghe remaini
balance of the liability. Contingent rents are charged as expenses imitius fre which they are incurred.

The depreciable amount of a leased asset is allocated to each accounting period during the period of expected usatn a syster
basis consistent with the depreciation policy the lessee adopts for depreciable assetothiaed. If there is no reasonable

certainty that the lessee will obtain ownership by the end of the lease term, the asset is fully depreciated over ttfierghorter

lease term and its useful life. The Group reviews to determine whether the lesetadasbe impaired.

i) Operating leases

Payments made under operating leases are recognized in profit or loss on alstealigi#is over the period of the lease.

i) Lessor

Under a finance lease, the lessor recognizes a financerézzdeable. Over the lease term the lessor accrues interest income on
the net investment. The receipts under the lease are allocated between reducing the net investment and recogniziogrfieance in

so as to produce a constant rate of return on thewnestment.

Under an operating lease, the lessor recognizes the lease payments as income over the lease term and the leased asse
statement of financial position.

(p) Assets held for sale

Non-current assets, or disposal groups comprising aasét$iabilities, that are expected to be recovered primarily through sale
rather than through continuing use, are classified as held for sale. In order to be classified as held for sale, thdispasssl (0
group) must be available for immediate sal@snpresent condition and its sale must be highly probable. The assets or disposal
group that are classified as noarrent assets held for sale are measured at the lower of their carrying amount and fair value les:s
cost to sell.

The Group recognizes ampairment loss for any initial or subsequent wdtawvn of an asset (or disposal group) to fair value
less costs to sell, and a gain for any subsequent increase in fair value less costs to sell, up to the cumulative logsirment
previously recognizediaccordance with HFRS No. 103@mpairment of Assets

An asset that is classified as held for sale or part of a disposal group classified as held for sale is not depretiatézde@y. a
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3. Significant accounting policies (continued)

(q) Impairment of non-financial assets

The carrying amo u{iinascial adsetst dther th&raesatp dising froomremployee benefits, deferred tax assets
and norcurrent assets held for sale, are reviewed at the end of the reporting period to determine whether there is any indicati
of impairment. If any such indication existsent he asset 6s recoverabl e amount is es|

Goodwill and intangible assets that have indefinite useful lives or that are not yet available for use, irrespectiventhereth
is any indication ofimpairment, are tested for impairment annually by comparing their recoverable amount to their carrying
amount.

The Group estimates the recoverable amount of an individual asset, if it is impossible to measure the individual recoverak
amount of arasset, then the Group estimates the recoverable amountef@she r at i ng uni t (ACGUO) .
identifiable group of assets that generates cash inflows that are largely independent of the cash inflows from othgraspets o

of assets. Téarecoverable amount of an asset or a CGU is the greater of its value in use and its fair value less costs to sell. T
value in use is estimated by applying a-fa&re discount rate that reflects current market assessments of the time value of money
and tre risks specific to the asset or the CGU for which estimated future cash flows have not been adjusted, to the estimat
future cash flows expected to generated by the asset or the CGU.

An impairment loss is recognized if the carrying amount of art asseCGU exceeds its recoverable amount. Impairment losses
are recognized in profit or loss.

Goodwill acquired ira business combination is allocated to each CGU that is expected to benefit from the synergies arising fron
the goodwill acquired. Any imgirment identified at the CGU level will first reduce the carrying value of goodwill and then be
used to reduce the carrying amount of the other assets in the CGU on a pro rata basis. Except for impairment losged in respec
goodwill which are never revged, an impairment loss is reversed if there has been a change in the estimates used to determir
the recoverable amount. An i mpairment l oss is reverged o
carrying amount that would havbeen determined, net of depreciation or amortization, if no impairment loss had been
recognized.

(r) Non-derivative financial liabilities - policy applicable from January 1, 2018

The Group recognizes financial liabilities in the consolidated stateshéinncial position when the Group becomes a party to
the contractual provisions of the financial liability in accordance with the substance of the contractual arrangement and the
definitions of financial liabilities.

Transaction costs on the finandiabilities at FVTPL are recognized in profit or loss as incurred.

i) Financial liabilities designated at FVTPL

Financial liabilities can be irrevocably designated as measured at FVTPL if doing so eliminates or significantly reduces a
accounting mismatch that would otherwise arise from measuring assets or liabilities or recognizing the gains and lesses on th
on dfferent bases, or a group of financial instruments is managed and its performance is evaluated on a fair value basis,
accordance with a documented risk management or investment strategy. The amount of change in the fair value of the financ
liabilities designated at FVTPL that is attributable to changes in the credit risk of that liabilities shall be presented in othe
comprehensive income.

i) Financial liabilities at FVTPL

Since initial recognition, financial liabilities at FVTPL is measurefaatvalue, and changes in the fair value are recognized as
profit or loss
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i) Other financial liabilities

Non-derivative financial liabilities other than financial liabilities at fair value through profit or loss are classified as othe
financial liabilities. At the date of initial recognition, other financial liabilities are measured at fair value minasticansosts

that are directly attributable to the acquisition. Subsequent to initial recognition, other financial liabilities are dnatisure
amortized cost using the effective interest method.

The Group derecognizes a financial liability from the cdidated statement of financial position when it is extinguished (i.e.
when the obligation specified in the contract is discharged, cancelled or expires).

(s) Nonderivative financial liabilities - policy applicable before January 1, 2018

The Groupclassifies norderivative financial liabilities into financial liabilities at fair value through profit or loss or other
financial liabilities in accordance with the substance of the contractual arrangement and the definitions of finarities. liabil
The Group recognizes financial liabilities in the consolidated statement of financial position when the Group becomes a party t
the contractual provisions of the financial liability.

i) Financial liabilities at fair value through profit or loss

Financialliabilities at fair value through profit or loss include financial liabilities held for trading or designated as such upon
initial recognition. Subsequent to initial recognition, financial liabilities at fair value through profit or loss are edeatstar

value, and changes therein are recognized in profit or loss. Upon initial recognition, transaction costs that are directl
attributable to the acquisition are recognized in profit or loss as incurred.

The criteria for designation of financial liabiéis at FVTPL upon initial recognition are the same as those of financial assets at
FVTPL.

i) Other financial liabilities

Non-derivative financial liabilities other than financial liabilities at fair value through profit or loss are classified as othe
financial liabilities. At the date of initial recognition, other financial liabilities are measured at fair value minustimansasts

that are directly attributable to the acquisition. Subsequent to initial recognition, other financial liabilittesee@red at
amortized cost using the effective interest method.

The Group derecognizes a financial liability from the consolidated statement of financial position when it is extingeished (i
when the obligation specified in the contract is dischargautalled or expires).

(t) Foreign currencies
i) Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of the Group at exchande rates at
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting datslaee retran
to the functional currency using the reporting datehds ex
difference between amortized cost in the functional currency at the beginning of the period, adjusted for effectivaridterest
payments during the period, and the amortized cost in foreign currency translated at the exchange rate at the endtiofjthe repo
period. Nommonetary assets and liabilities denominated in foreign currencies that are measured at fair value sa&etetan

the functional currency at the exchange rate at the date that the fair value was determined.
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ii) Foreign operations

If the presentation currency of the Group is different from a foreign operatie f unct i onal currency, t
foreign operation are translated into the presentation currency using the following methods:

The assets and liabilities of foreign operations, whose functional currency is not the currencyasirdl&itygpnary economy, are
translated to presentation currency at exchange rates at the reporting date. The income and expenses of foreign eperations ar
translated to functional currency at exchange rates at the dates of the transactions. Foreigndifferences are recognized in

other comprehensive income.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amournss of asse
and liabilities arising on the acquisition of that foreign operatire treated as assets and liabilities of the foreign operation and
are translated using the exchange rate at the reporting date.

iii) Net investment in a foreign operation

If the settlement of a monetary item receivable from or payable to a foreggatiop is neither planned nor likely in the
foreseeable future, then foreign currency differences arising on the item form part of the net investment in the famiym oper
and are recognized in other comprehensive income and reclassified from eguitfjttor loss on disposal of the net investment.
(u) Equity capital

i) Capital stock

Capital stock is classified as equity. Incremental costs directly attributable to the transaction of stock are dedexjeityfr ot
of any tax effects.

Preferred stocks are classified as equity if they do not need to be repaid or are repaid only at the option of the iGroup and
payment is determined by the Group's discretion, and dividends are recognized when the shareholders' meeting approves the
dividends. Preferred stocks that are eligible for reimbursement of a defined or determinable amount on or after a certain date ar
classified as liabilities. The related dividend is recognized in profit or loss at the time of occurrence as interest expense

i) Hybrid bonds

The Group classifies an issued financial instrument, or its component parts, as a financial liability or an equity instrument
depending on the substance of the contractual arrangement of such financial instrument. Hybrid bonds wheie tlhs &mo
unconditional right to avoid delivering cash or another financial asset to settle a contractual obligation are clamsiégdigs
instrument and presented in equity.

iif) Capital structure

The effect of changes in ownership interestsubs@liaries that do not lose control over the equity attributable to owners of the
parent is included in capital adjustments.
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(v) Employee benefits
i) Shortterm employee benefits

Shortterm employee benefits are employee benefits that are due to be settled within 12 months after the end of the perioc
which the employees render the related service. When an employee has rendered service to the Group during an accadunting p
the Group recognizes the undiscounted amount of $aort employee benefits expected to be paid in exchange for that service.

i) Other longterm employee benefits

The Groupds net obl i g-etm employde benefits that are napecidd todé¢ detded wHolly bejore 12
months after the end of the annual reporting period in which the employees render the related service, is the amoent of fu
benefit that employees have earned in return for their service in the current and poads.pEhat benefit is discounted to
determine its present value. Remeasurements are recognized in profit or loss in the period in which they arise.

iii) Retirement benefits: defined benefit plans

A defined benefit plan is a pestmployment benefitpta ot her than a defined contributd.i
respect of defined benefit plans is calculated by estimating the amount of future benefit that employees have earnddrin retur
their service in the current and prior periods; tetefit is discounted to determine its present value. The fair value of plan assets
is deducted. The calculation is performed annually by an independent actuary using the projected unit credit method.

The discount rate is the yield at the reporting datehighquality corporate bonds that have maturity dates approximating the

terms of the Groupdbs obligations and that are denomThaat e
Group recognizes service cost and net intereshemet defined benefit liability (asset) in profit or loss and remeasurements of
the net defined benefit liability (asset) in other comprehensive income.

iv) Retirement benefits: defined contribution plans

The Group recognizes the contribution expeasen account of severance payments in profit or loss in the period according to
the defined contribution plans.

Defined benefit liabilities are calculated annually by independent actuaries using the predicted unit credit methoet If the r
present valuef the defined benefit obligation less the fair value of the plan assets is an asset then the present value of |
economic benefits available to the entity in the form of a refund from the plan or a reduction in future contributiopkaito the

The remasurement component of net defined benefit liability is the change in the effect of the asset except for the amol
included in the net interest income of plan assets and net revenues of plan assets excluding actuarial gains ane losse$ to th
defined benefit liabilities. It is immediately recognized in other comprehensive income. The Group determines the net interest |
the net defined benefit obligation (asset) by multiplying the net defined benefit obligation (asset) by the discouetmitedet

at the beginning of the annual reporting period and is the net present value of the net defined benefit obligaticernitriediet

by taking into consideration the fluctuations. Net interest expense and other expenses related to defined beneét plans
recognized in profit or loss.

When an amendment or reduction of the system occurs, the gain or loss resulting from the change or decrease in théheenefits t

past service is immediately recognized in profit or loss. The Group recognizes gainesrooessettlement when the defined
benefit plan is settled.
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v) Termination benefits

Termination benefits are recognized as an expense when the Group is committed demonstrably, without realistic pbssibility
withdrawal, to a formal detailed plan to either terminate employment before the normal retirement date, or to providiertermina

benefits as a result of an offer made to encourage voluntary redundancy. Termination benefits for voluntary reduredancies
recognized as an expense if the Group has made an offer of voluntary redundancy, it is probable that the offer wikdhe accep
and the number of acceptances can be estimated reliably. If benefits are payable more than 12 months after the iedorting pe
then they are discounted to their present value.

(w) Share-based payment transactions

The grant date fair value of shavased payment awards granted to employees is recognized as an employee expense, with
corresponding increase in equity, oviee fperiod that the employees unconditionally become entitled to the awards. The amount
recognized as an expense is adjusted to reflect the number of awards for which the related servicenankkehessting
conditions are expected to be met, such traathount ultimately recognized as an expense is based on the number of awards the
do meet the related service and finarket performance conditions at the vesting date. For-blaee] payment awards with Ron
vesting conditions, the grant date fair vatifeghe sharébased payment is measured to reflect such conditions and there is-no true
up for differences between expected and actual outcomes.

The fair value of the amount payable to employees in respect of share appreciation rights, which ane castiedsirecognized

as an expense with a corresponding increase in liabilities, over the period that the employees unconditionally becortee entitle
payment. The liability is remeasured at each reporting date and at settlement date. Any changais raline 6f the liability are
recognized as personnel expense in profit or loss.

(x) Provisions

Provisions are recognized when the Group has a present legal or constructive obligation as a result of a past ewbabléd is pr
that an outflow of reagrces embodying economic benefits will be required to settle the obligation and a reliable estimate can
made of the amount of the obligation.

The risks and uncertainties that inevitably surround many events and circumstances are taken into aeemhimgrthe best
estimate of a provision. Where the effect of the time value of money is material, provisions are determined at thelpeesént va
the expected future cash flows.

Provisions are reviewed at the end of each reporting period and adjuisteftect the current best estimate. If it is no longer
probable that an outflow of resources embodying economic benefits will be required to settle the obligation, the provision
reversed.

Provisions shall be used only for expenditures for whictptbegisions are originally recognized.
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(y) Financial guarantee contract- policy applicable from January 1, 2018

A financial guarantee contract is a contract that requires the Group to make specified payments to reimburse the taddet for a
incurs because a specified debtor fails to make payment when due in accordance with the original or modified terbts of a d
instrument.

Financial guarantee contracts are recognized initially at their fair value, and the initial fair value is amortized |gayfttie
financial guarantee contract. The financial guarantee liability is subsequently measured at the higher of the ahsobesibf
estimate of the expenditure required to settle the present obligation at the end of reporting period; and the amaunt initic
recognized less, cumulative amortization recognized on a sttaighbasis over the guarantee period. Financial gueea
liabilities are included within other liabilities.

After initial recognition, financial guarantee contracts are measured at the higher of:

- Loss allowance in accordance withilIKF R'S N o Finantifl Bistruntents

- The amount initially recognizkless, when appropriate, the cumulative amount of income recognized in accordance with the
principles of kI F RS N oRetefhue 5om Contracts with Custonders

(z) Financial guarantee contract- policy applicable before January 1, 2018

A financial guaantee contract is a contract that requires the issuer (the Group) to make specified payments to reimburse the ho

for a loss it incurs because a specified debtor fails to make payments when due in accordance with the original oemaslified t
of a debtinstrument.

Financial guarantee contracts are initially measured at their fair values and, if not designated as at fair value tfiroudtspro
are subsequently measured at the higher of:

- The amount determined in accordance withHRS No.1037Provisions, Contingent Liabilities and Contingent Asseid

- The initial amount recognized, less, when appropriate, cumulative amortization recognized in accordanceéFRith K
No0.1018.Revenue

(aa) Insurance contracts

1) Investment contradigbilities, including insurance contract liabilities and discretionary dividend factors

The group establishes liability reserves in accordance with the Insurance Business Law and the related regulationged he rese
are calculated according to the irsce policy, insurance premiums and liability reserve calculation method. The main contents
are as follows.

1-1) Premium reserves

The present value of the premiums payable to the policy holders after the balance sheet date is the present value of the net
premium to be paid after the end of the reporting period. The amount is deducted from the value.

1-2) Unpaid premium reserves

As of the end of the reporting period, premiums that have paid due are calculated based on premiums and the liability rese
calculation method.
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1-3) Guarantee reserves

The total amount of reserve for variable minimum guaranteeand reserve for general account guarantegi¢ provided as
guarantee reserve.

Variable minimum guarantee reserve
This reserve is the amount that must be accumulated to guarantee insurance premiums above a certain level for cont
maintained as of the end of the reporting period, and is measured at the higher of :

i) the averag amount of the top 30% of net loss expected in the future
i) the minimum required amount by insurance types, minimum guarantees and limits of stock investment portion

General account guarantee reserve

As of the end of the reporting period, the amafiteserve for insurance contracts that are insured under general account is
required to be paid to guarantee the level of refunds,

i) Average of the amount deducted from the appropriateness of the liability reserve calculated by excluding the gp@oantee
from the appropriateness evaluation of the liability reserve calculated by including the guarantee option for eaclataterest r
scenario

i) The amount of compensation (including annulment contract) against the guarantee received from thelgelidyytthe
rate applied at the premium calculation in the insurance premium and liability reserve calculation method

1-4) Reserve for outstanding claims

As of the end of the reporting period, the Group has accrued the amount for which the retisopdgment of insurance claims,

etc. has been incurred and the amount of the claim payment has not been paid yet due to the dispute or lawsuit related tc
insurance settlement. In addition, the Group recognizes unrecognized losses based on hiptriEate.

1-5) Reserves for participating policyholders' dividends

The reserve is provided for the purpose of contributing to the policyholder dividend according to the laws and regulatiens an
reserve for dividend reserve for the policyholder drdividend reserve for the subsequent business year.

The policyholder dividend reserve is the amount that is not paid as of the end of the reporting period for the settlement amo
and the reserve for dividend policy for the next fiscal year is basdtieopolicyholder dividend calculated on the insurance
contract effective as of the end of the reporting period.

Excess crediting rate reserve
In the case of a dividend insurance contract which has been maintained for more than one year as of the espoding
period among contracts signed before October 1, 1997, the difference between the planned interest rate ayghthraatngty
deposit rate shall be preserved.

Mortality dividend reserve

Dividends arising from contracts that are mainéd for more than one year at the end of the reporting period are used to offset
the expected mortality and actual mortality rates applied to premiums.
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Interest dividend reserve

For the contracts thatave been maintained for more than one year as of the end of the reporting period, the amount calculated
applying the interest dividend reserve rate to the net written premium reserve less the unearned acquisition coststhdowever,
insurance sold befe October 1, 1997 is applied to the amount deducted from the net premium in the event that the plannt
interest rate by the insurance product is less than the dividend standard.

Reserves for longerm special dividends
For the effective dividend polcagreement that has been maintained for 6 years or more, the amount calculated by applying the
long-term special dividend rate to the amount deducted from the net premiums for the end of the year.

However, insurance sold before October 1, 1997 is applied to the deduction of unearned premiums at the end of thehgear wher
expected interest rate by the insurance product is less than the dividend standard rate

1-6) Reserve for interest dividends

In order to cover the policyholder dividend in the future, the amount is accumulated in accordance with the laws andsregulatio
and the insurance contracts.

1-7) Reserve for dividend insurance loss reserve

In accordance with the regulations set by theesuvisory authority, dividend insurance profit is accumulated within 30/100 of the
contractor's stake. The reserve loss for dividend insurance shall be preserved at the end of the reporting perioccarsdlza! b
the policyholder dividend source fdra individual contractor.

2) Contractor's equity adjustment

The Group classifies the gains and losses on avaifabkale financial assets as of the end of the reporting period as contractor's
equity and shareholder's equity based on the ratio ofvitiage liability reserves of the dividend and fdividend policies for
the fiscal year.

3) Evaluation of debt appropriateness

At the end of each reporting period, the group assesses whether the recognized insurance liability is appropriateunsémg the
estimates of future cash flows of the policy, and if the carrying amount of the insurance liability is deemed to be igi=pipropr
terms of the estimated future cash flows. The reserve for premiums is added to the profit or loss by the amspondiog to
the deficiency.

4) Reinsurance assets

The group presents the recoverable amount of reinsurance assets. The group assesses at the end of each reportingmperiod v
there is objective evidence that a reinsurance asset is impaired. lfsfadgective evidence that the entity will not be able to
collect all amounts under the terms of the agreement as a result of an event that occurred after the initial recoghitien and
event has a reliable and measurable impact on the amount teddeecelf reinsurance assets are determined to be impaired,
impairment loss is recognized in the profit and loss for the current period.
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5) Deferred acquisition cost

The group recognizes unrealized gaansl losses arising from lofigrm insurance contracts as assets and amortizes the premiums
over the life of the insurance contracts equally. If the contribution period exceeds 7 years, the amortization periaxt i 7 ye
there is an unrecognized balaratghe date of the cancellation, the entire amount of the cancellation is amortized in the fiscal yea
to which the cancellation date belongs. But, if the ratio of additional premiums is higher at the early stage of the imstioainc

for the purpose afecovering the excess of the unearned premiums and the early settlement costs, the new settlement expense:
treated as the period expense.

(ab) Recognition of revenues and expenses

Other than revenues under the scope df KRS No. 101 7, FRL edMc.es®28 ,K 6l nvest ment s

Ventur-leBRS No. 11009, OFi nneRRS8alNol b1 O uméCionn&,ol Kdat efRS Fi n
No. 1111, GeJmoeinntts 6Ar rtahneg Gr oup 6 s r e wemravensie recogaitiom reoded asrfollove d  u
6l dentifying thhe deonitfwicnd Ferfor idDredcer mbhiggt itdres 6t r¥an:
O0Al l ocating the trmravanaet ion igmRdeongrdi zFenrgf ot he revenue |
obligationsbéd.

i) Interest income and expense

Interest income and expense are recognized in profit or loss using the effective interest method. The effective iritetkst rate
rate that exactly discounts the estimated future cash payments and receipts through the expected life of the finamcial asse
liability or, where appropriate, a shorter period to the net carrying amount of the financial asset or liability. Whatngatbal
effective interest rate, the Group estimates cash flows considering all contractual terms of the financial instrumest,niotit do
consider future credit losses. The calculation includes all fees and points paid or received between partiesttadhthat are

an integral part of the effective interest rate, and all other premiums or discounts. When it is not possible to e&thhatherel

cash flows or the expected life of a financial instrument, the Group uses the contractual casheftaivs il contractual term

of the financial instrument.

Once a financial asset or a group of similar financial assets has been written down as a result of an impairmentdoss, inte
income is thereafter recognized using the rate of interest usesctudt the future cash flows for the purpose of measuring the
impairment loss.

ii) Fees and commission

The recognition of revenue for financial service fees depends on the purposes for which the fees are assessed anfl the ba
accounting for any asciated financial instrument.

Fees that are an integral part of the effective interest rate of a financial instrument
Such fees are generally treated as an adjustment to the effective interest rate. Such fees may include compensaities for acti
such as evaluating the borrowerds financi al condition,
arrangements, preparing and processing documents, closing the transaction and the origination fees received on issuing fina
liabilities. However, when the financial instrument is measured at fair value with the change in fair value recognifgdm pro
loss, the fees are recognized as revenue when the instrument is initially recognized.

Fees earned as services are provided

Fees and commission income, including investment management fees, sales commission, and account servicing fees, are
recognizeé as the related services are provided.
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Fees that are earned on the execution of a significant act

The fees that are earned on the execution of a significant act including commission on the allotment of shares oritisetosecur
a client, placement fee for arranging a loan between a borrower and an investor and sales commission, are recogeriped as re
when the significant act has been completed.

iii) Insurance income

The Group recognizes insurance income for the insurance premium paid of which the payment date arrived by the
premium payment methods of the insurance contract; and recogdizasce receipts for the insurance premium
paid of which the payment date has not arrived at the end of the reporting period.

iv) Dividends

Dividends income is recognized when the shar ehcecledvidedds r i
date for equity securities. The Group provides compensation in various forms such as payment discounts and gifts.

(ac) Revenue from Contracts with Customers policy applicable from January 1, 2018

The fair value of the consideration reasivor receivable in exchange for the initial transaction is allocated to the reward points
("points") and the remainder of the fee incom&he consideration to be allocated to the points is estimated based on the fair
value of the monetary benefits to pvided in consideration of the expected recovery rate of points awarded in accordance with
the customer loyalty program and the expected time of recovery. Points for distribution through the cost paid by theisustome
recognized by deducting from thevenue from fees.

(ad) Customer loyalty system policy applicable before January 1, 2018

Under the Customer Loyalty system, the fair value of the consideration received or receivable in exchange for the initi
transaction is allocated to the rewardnisi("points") and the remainder of the fee incom€&he Group provides compensation

in various forms such as payment discounts and gifisie consideration allocated to the points is based on the fair value of the
monetary benefits to be provided for the points to be recoverEae fair value of the benefits provided for the points reclaimed

in accordance with the customer loyalty prograrestimated taking into account the expected recovery rate and the expected
recovery time. The consideration to be allocated to the points is estimated based on the fair value of the monetary benefits to
provided in consideration of the expected recgvate of points awarded in accordance with the customer loyalty program and
the expected time of recovery. Revenue recognition is measured based on the relative size of the points recovered etid exche
for monetary consideration at the total pointseetpd to be recovered.

In addition, if the unavoidable costs incurred to fulfill the compensation obligation in connection with the customesysieity
are expected to exceed the amount not recognized as revenue allocated to the compensatidhestione af initial sale, the
excess amount is recognized as provision.

(ae) Income tax

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in profit or foss excep
the extent that it relates to a buessis combination, or items recognized directly in equity or in other comprehensive income.
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i) Current tax

Current tax is the expected tax payable or receivable on the taxable profit or loss for thesipgatax rates enacted or
substantively enacted at the end of the reporting period and any adjustment to tax payable in respect of previous years.
taxable profit is different from the accounting profit for the period since the taxable profit itatedcaxcluding the temporary
differences, which will be taxable or deductible in determining taxable profit (tax loss) of future periods, daxkive or non
deductible items from the accounting profit.

i) Deferred tax

Deferred tax is recognizedsing the assdiability method, in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. A deferred téx liability
recognized for all taxabltemporary differences. A deferred tax asset is recognized for all deductible temporary differences to
the extent that it is probable that taxable profit will be available against which they can be utilized. However, dgfisrret t
recognized forhe following temporary differences: taxable temporary differences arising on the initial recognition of goodwill,
or the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects neit
accounting pofit or loss nor taxable income.

The Group recognizes deferred tax liabilities for all taxable temporary differences associated with investments inesybsidiari
associates, and interests in joint ventures, except to the extent that the Group is abltdhe timing of the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the foreseeable future. The Gro
recognizes deferred tax assets for all deductible temporary differences arising froomémiesh subsidiaries and associates, to
the extent that it is probable that the temporary difference will reverse in the foreseeable future and taxable pecéivaiidiiie
against which the temporary difference can be utilized.

Deferred tax assetid liabilities are measured at the tax rates that are expected to apply to the period when the asset is realiz
or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted byttiee end of
reporting perdd. The measurement of deferred tax liabilities and deferred tax assets reflects the tax consequences that wot
follow from the manner in which the Group expects, at the end of the reporting period to recover or settle the carrytngf amoun
its assets ahliabilities.

The carrying amount of a deferred tax asset is reviewed at the end of each reporting period and reduced the carrying amoun
the extent that it is no longer probable that sufficient taxable profit will be available to allow the bépefit or all of that
deferred tax asset to be utilized.

Deferred tax assets and liabilities are offset only if there is a legally enforceable right to offset the related cliabifititesx
and assets, and they relate to income taxes levied by the same tax authority and they intend to settle cubiditiesaanich
assets on a net basis.

If any additional income tax expense exists by payment of dividends, the Group recognizes it when the liability refating to t
payment is recognized.

(af) Accounting for trust accounts
The Group accounts for truatcounts separately from its bank accounts under the Financial Investment Services and Capita
Markets Act and thus the trust accounts are not included in the accompanying consolidated financial statements. Borrowin

from trust accounts are included irhet liabilities. Trust fees and commissions in relation to the service provided to trust
accounts by the Group are recognized as fees and commission income.
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(ag) Earnings per share

The Group presentsasic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividin
the profit or loss attributable to the ordinary shareholder of the Group by the weighted average number of common shar
outstanding during the pged, adjusted for own shares held. Diluted EPS is determined by adjusting the profit or loss attributable
to ordinary shareholders and the weighted average number of ordinary shares outstanding, adjusted for own shares held, for
effects of all dilutivepotential ordinary shares, which comprise share options granted to employees.

(ah) New standards and interpretations not yet adopted

The following new standards and amendments to existing standards have been published and are mandatory for the Grouj
adopt for annual periods beginning on or after January 1, 2018, and the Group has not early adopted them.

K-l FRS No. 1116 fALeaseo0

K-IFRS No. 1116, "Leases", which was enacted on May 22, 2017, is effective for annual periods beginning on or aftdr, Januar
2019, but may be applied early.

The Standard is based on current Korean IFRS 1017 "LeaséBR¥ 2104, "Determining whether an arrangement contains a
lease”, KIFRS No. 2015 "Operating lease: Incentive” It will replace Interpretation No. 2027|udEvey the substances of
transactions involving the legal form of a lease".

At the date of commitment, the Group determines whether the contract is a lease or whether the contract includes a lease, |
identifies whether the contract includes a leas® lease in accordance with this standard. The lessee and lessor must account for
each lease element of the lease as a lease, separate from-lb@seaglement in an agreement that includes a lease or lease.

The lessee is required to recognireaasethat represents the right to use the underlying asset and a liability that represents the
obligation to pay the lease payments. However, in the case oftshortease and small asset lease, the lessee is not required to
separate the ndease componentdm the lease component in accordance with the simplified method, and can apply the method
of accounting for each lease component and relatedeas@ component as one lease component.

The accounting treatment of lessor is not significantly different teaccounting treatment of the currertARS 1017.
< Accounting treatment as a lessee >

Application method of KKFRS 1116 "Lease”
The lessee recognizes the cumulative effect of applying the retrospective application (full retroactive methodpésteach
reporting period presented in accordance witiFRS No. 1008, Accounting Policies, Changes in Accounting Estimates and
Errors" (Cumulative Effect Batch Reconciliation Action).

The Group plans to apply CAS Statement No. 1116 for the first timgpplying cumulative effect and cumulative temporary
adjustment measures as of January 1, 2019. Accordingly, the cumulative effect of appllyiR§ Klo. 1116 is adjusted in the

retained earnings (or, where appropriate, other components of equity) attehef diaitial application and the comparative

financial statements are not going to be restated.
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Financial effect of KIFRS No. 1116 "Lease"

We assessed the impact on the financial statements fge#ne2019 based on the information and available information as of
January 1, 2019, in order to assess the financial impact of the initial adoptielfrBfS<1116.

The aggregate amount of the minimum lease payments prior to the present value dischanassfets currently used as
operating leases ¥/ 610,091 million and the discount amounti6591,714 million at the incremental borrowing rate of the
lessee. However, the Group will account for each lease element and associdesb@@iement as a gla lease element, using
the simplified method of accounting for contracts that include all or part of the lease or lease.

As a result of a detailed analysis of the effect on the financial statements, the Group expects the assets and liadbilities to
pledged as of January 1, 2019 to increas&b¥81,925 million andA/ 536,831 million, respectively.

< Accounting treatment as a lessor >

Application method and financial impact ofIKRS 1116 "Lease"
As a lessor, the Group has specifically assessedfteet of accounting for the identification of lease contracts, separation of
lease components on the financial statements in accordance WRIKNo. 1116. There is no impact on finance lease payment
receivables as of January 1, 2019

If the Group is anediumterm lease contractor, it is classified as an operating lease before the initial application date. The leas
is classified as operating lease or finance lease accordingR®R& No. 1116. If the lease is classified as a finance lease, it is
accoured for as a new finance lease at the date of initial application. As a result of assessing the specific financial @dpact bas
on the context and available information as of January 1, 2019, we have not been accounted for as a new finance legse. Howe
the financial impact assessment may change depending on additional information available in the future.

i) AmendmentofH FRS No. 1109 AFinancial instrumentso

Financial assets that are redeemable with reimbursable financial assets are remeasureddorbd at amortized cost. When the
financial liabilities measured at amortized cost are changed but not eliminated, the effect of the change should be ircognize
profit or loss. These amendments will be effective from the fiscal year beginning dierodaafuary 1, 2019 and are subject to
early adoption.

i) AmendmentofK FRS No. 1019 AEmployee benefitso

If the change in the defined benefit plan results in the revision, reduction or settlement of the plan, the assumpiions usec
remeasurement dhe net defined benefit obligation (asset) to estimate the current service cost and net interest for the remaini
period of the period after the adjustments in the plan . In addition, the decrease in excess of the amount of unretaayidted ac
gain orloss is reflected in profit or loss as a part of past service cost or settlement profit or loss. The amendments are app
prospectively to the amendment, reduction, and settlement of systems that have occurred since the fiscal year beginning o
afterJanuary 1, 2019.
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3. Significant accounting policies (continued)

iv) Amendmentof K FRS No. 1028 Al nvestment in associates and joint

The clarification has been conducted that other financial instruments (financial instruments that do ribeagplity method) to

the related companies or joint ventures are subjectiféRS No. 1109, and that the lotgrm investment interests that form part

of the net investment in the related companies or joint ventures was revised accordingly witHFRS K109. These
amendments will be effective from the fiscal year beginning on or after January 1, 2019 and are subject to early adoption.
addition, the firstime adoption of this standard does not require reclassification of comparative informatipphngthe
transitional provisions of No. 1109, and the effect of retroactive application is reflected in the beginning retained @arning
other appropriate capital elements) at the date of initial application .

v) Establishmentof K FRS No. 2Y23aimWryc over income tax treatmentso

The interpretation is applied to the recognition and measurement of deferred tax and deferred income tax if therenty/uncerta
about whether or not the tax treatment applied by the entity will be recognized taxithge authority. Guidance on accounting
units of uncertainty in taxation and circumstances requiring reevaluation Includes. The interpretation is effective &myniJanu
2019, and it can choose between retroactively reclassifying comparative finsgatgiadents or reflect the effect of the change on
the basis of the first year of adoption.

vi) Annual amendments through year 2012017
Vi-iK- FRS No. 1103 fABusiness combinationo

The business combination that is held in stages to acquire contrahevi@int business (meeting the definition of the business)
while retaining the rights and liabilities for the assets related to the joint business. Therefore, Remeasurement shdulctdx c
for all underlying assets and liabilities. The amendmentgféeetive for annual periods beginning on or after January 1, 2019, or
reflect the effect of the change on the basis of the first year of adoption.

vi-i)K- FRS No. 1111 AJoint arrangementsao

If a jointly controlled entity that participates in a jointnéere but does not have joint control obtains joint control over the joint
venture, the previously held equity interest in the joint venture is not remeasured. This amendment is effective famsansact
beginning after January 1, 2019 and beginning #fierfiscal year beginning ar reflect the effect of the change on the basis of
the first year of adoption.

vi-ii) K- FRS No. 1012 Alncome taxeso

The provisions of paragraph 57A ofIkRS 1012 (defining the timing and recognition of dividend tax efjeapply to all income

tax effects of dividends and are recognized in profit or loss, other comprehensive income or capital. This amendméwt is effec
for fiscal years beginning on or after January 1, 2019, but may be applied early.

vi-iv) K-IFRS N0.102 A Borrowing costso

If most of the necessary activities to enable us to use (or sell) our qualifying assets has been completed, it witidrfoludie t
borrowed for specific purposes in ordinary borrowings to acquire those assets. This amendmentoappliesving costs

incurred subsequent to the first year of the application of the amendment and may be applied early in the financialniegr begi
after January 1, 2019.
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4. Financial risk management

(a) Overview

As a financial services provider, Shinhan Financi aédtoGr ou
various risks relating to lending, credit card, insurance, securities investment, and trading and leasing businesssg, its dep
taking and borrowing activities in addition to the operating environment.

The principal risks to which the Group is exposed are credit risk, market risk, interest rate risk, liquidity risk amthapeskt
These risks are recognized, measured @ported in accordance with risk management guidelines established at the Group
level and implemented at the subsidiary level through a carefully stratified ehedkslances system.

i) Risk management principles
The Group risk management is guidadthe following core principles:

- identifying and managing all inherent risks;

- standardizing risk management process and methodology;

- ensuring supervision and control of risk management independent of business activities;

- continuously assessing risk feeence;

- preventing risk concentration;

- operating a precise and comprehensive risk management system including statisticalanddels;
- balancing profitability and risk management through-gdiusted profit management.

i) Risk managemermrganization

The Group risk management system is organized along with the following hierarchy: from the top and at the Group level, the
Group Risk Management Committee, the Group Risk Management Council, the Chief Risk Officer and the Group Risk
Managemenh Team, and at the subsidiary level, the Risk Management Committees and the Risk Management Team of thi
relevant subsidiary.

The Group Risk Management Committee, which is under the
thebas ¢ group wide risk management policies and strategie:¢
Group Risk Management Committee, and the Group Risk Management Council, whose members consist of the controllin
company6s Chiand theRiskananagerment team heads of each of subsidiaries, coordinates the risk managemen
policies and strategies at the group level as well as at the subsidiary level among each of subsidiaries.

Each of subsidiaries also has a separate Risk Manage@@mmmittee, Risk Management Working Committee and Risk
Management Team, whose tasks are to implement the group wide risk management policies and strategies at the subsidiary le
as well as to set risk management policies and strategies specific wubgdtiary in line with the group wide guidelines. The
Group also has the Group Risk Management Team, which sup
risk management and supervisory role.

In order to maintain the group wideski at an appropriate level, the Group use a hierarchical risk limit system under which the
Group Risk Management Committee assigns reasonable risk limits for the entire group and each of subsidiaries, and the Ri
Management Committee and the Risk Manag@ntouncil of each of subsidiaries manage the subsidiaegific risks by
establishing and managing risk limits in more details by type of risk and type of product for each department and dhiision wi
such subsidiary.
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4. Financial risk management(continued)

(a) Overview(continued)

 Risk managemeiitThe Group maintain a group wide risk management system to detect the signals of any risk crisis and,
in the event of a crisis actually happening, to respond on a timely, efficient and flexible lmasisas t o ensur e
survival as a going concern. Each subsidiary maintai.
Aii mmi nent crisiso and ficrisiso, deter mi nat i ontorimgfandwh i c
consequence analysis, and upon the happening of any such contingency, is required to respond according to a prescrik
contingency plan. At the controlling company level, the Group maintains and installs crisis detection and response systel
which is applied consistently group wide, and upon the happening of any contingency at two or more subsidiary level, the
Group directly takes charge of the situation so that the Group manages it on a concerted group wide basis.

(b) Credit risk
Credit risk B the risk of potential economic loss that may be caused if a customer or counterparty to a financial instrument fails
to meet its contractual obligations, and the | argest ri

encompasses alreas of credit that may result in potential economic loss, including not just transactions that are recorded or
balance sheets, but also-btilancesheet transactions such as guarantees, loan commitments and derivative transactions.

9 Credit Risk Managenm of Shinhan Bank

Maj or policies for Shinhan Bankdéds credit risk management
credit policy guidelines, are determined by the Risk Policy Committee of Shinhan Bank, the exdsxisi@amaking body for
management of credit risk. The Risk Policy Committebeaded by the Chief Risk Officer, and also comprises of the Chief
Credit Officer, the heads of each business unit and the head of the Risk Management Department. Isepatatdédhe loan
approval functions from credit policy decisiomaking, Shinhan Bank has a Credit Review Committee that performs credit
review evaluations, which focus on improving the asset quality and profitability from the loans being made, aed operat
separately from the Risk Policy Committee.

Shinhan Bank complies with credit risk management procedures pursuant to internal guidelines and regulations and continua
monitors and improves these guidelines and regulations. Its credit risk managesoedtires include:

- credit evaluation and approval;
- credit review and monitoring; and
- credit risk assessment and control

Each of Shinhan Bankds borrowers is assigned a credit r
systemhat considers a variety of criteria. For retail bor
with Shinhan Bank and external credit rating information, among others. For corporate borrowers, the credit rating takes int
acount financial indicators as well as nfinancial indicators such as industry risk, operational risk and management risk,
among ot her s. The credit rating, once assigned, Ser Vve
management, ands iapplied in a wide range of credit risk management processes, including credit approval, credit limit
management, loan pricing and computatiorcredit loss allowance Shinhan Bank has separate credit evaluation systems for
retail customers, SOHO custers and corporate customers, which are further segmented and refined to meet Basel
requirements.
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4. Financial risk management(continued)

(b) Credit risk(continued)

Loans are generally approved after evaluations and approvals by the metrthgelbranch level as well as the committee of the
applicable business unit at Shinhan Bank. The approval
credit scoring system. In the case of large corporate loans, approval limitscarevéewed and approved by a Credit Officer

at the headquarter level. Depending on the size and the importance of the loan, the approval process is further réndewed by
Credit Officer Committee or the Master Credit Officer Committee. If the loaprisidered, further evaluation is made by the
Credit Review Committee, whi -omakingbodyB helatiomta crediBappmokah s hi ghe st

Pursuant to the foregoing credit review and monitoring procedures and in order to promptly peteentation of loan
qualities, Shinhan Bank classifies potentially problematic borrowers into (i) borrowers that show early warning signals, (ii)
borrowers that require close monitoring and (iii) normal borrowers, and treats them differentially a¢gording

In order to maintain portfolibevel credit risk at an appropriate level, Shinhan Bank manages its loans usingtvige
(AVaRo0) l'imits for the entire bank as well as for each
particular borrower or borrower class, Shinhan Bank also manages credit risk by borrower, industry, country and otther detaile
categories.

I Credit Risk Management of Shinhan Card

Maj or policies for Shinhan Cardds credit risk management
Shinhan Carddés Ri sk Management Committee is responsible
headed by the Chidisk Officer, and also comprises of the heads of each business unit, supporting unit and relevant departmer
at Shinhan Card. In order to separate credit policy deemiking from credit evaluation functions, Shinhan Card also has a
Risk Management Comittee, which evaluates applications for corporate loans exceeding a certain amount and other loans
deemed important. Shinhan Card uses an automated credit scoring system to approve credit card applications or credit c
authorizations. The credit scog system is divided into two stdystems: the application scoring system andbiseaviour

scoring system. Thigehaviourscoring system is based largely on the credit history, and the application scoring system is basec
largely on personal information ahe applicant. For credit card applicants with whom the Shinhan Card has an existing
relationship, Shinhan Cardds <credit scoring system consi
assets, the length of the existing relasidmi p and t he applicantés contribution t
automatically conducts credit checks on all credit card applicants.

If a credit score awarded to an applicant is above a minimum threshold, the application is apples&dverridden based on
other considerations such as delinquencies with other credit card companies.

Shinhan Card continually monitors all accountholders and accounts ubielgagiourscoring system. Thbehaviourscoring

system predicts a cardholdes pay ment pattern by evaluating the cardhol
status and other relevant data. TDedaviourscore is recalculated each month and is used to manage the accounts and approva
of additional loans and oth@roducts to the cardholder. Shinhan Card also uses the scoring system to monitor its overall risk
exposure and to modify its credit risk management strategy.
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4. Financial risk management(continued)

(b) Credit risk(continued)
i) Techniquesassumptions and input variables used to measure impairment
i-1) Determining significant increases in credit risk since initial recognition

At each reporting date, the Group assesses whether the credit risk on a financial instrument has increasedsigjnitie

initial recognition. When making the assessment, the Group uses the change in the risk of a default occurring oveethe expec
life of the financial instrument instead of the change in the amount of expected credit losses. To make thahgsbes&roup
compares the risk of a default occurring on the financial instrument as at the reporting date with the risk of a defaxgtatcu

the financial instrument as at the date of initial recognition and consider reasonable and suppontaiaigonfahat is available
without undue cost or effort, that is indicative of significant increases in credit risk since initial recognition.

i-1-1) Measuring the risk of default

The Group assigns an internal credit risk rating to each individual engpbased on observable data and historical experiences
that have been found to have a reasonable correlation with the risk of default. The internal credit risk rating is détermined
considering both qualitative and quantitative factors that indicatésthef default, which may vary depending on the nature of
the exposure and the type of borrower.

i-1-2) Measuring term structure of probability of default

The Group accumulates information after analyzing the information regarding exposure to dredid ritefault information by

the type of product and borrower and results of internal credit risk assessment. For some portfolios, the Group usies informat
obtained from external credit rating agencies when performing these analyses.

The Group applies atistical techniques to estimate the probability of default for the remaining life of the exposure from the
accumulated data and to estimate changes in the estimated probability of default over time.
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4. Financial risk management (continued)

(b) Credit risk(continued)
i-1-3) Significant increases in credit risk

The Group uses the indicatadsfined as per portfolio to determine the significant increase in credit risk and such indicators
generally consist of changes in the risk of default estimated from changes in the internal credit risk rating, qualitagye fa
days of delinquency, andhers. The method used to determine whether credit risk of financial instruments has significantly
increased after the initial recognitions is summarized as follows:

Corporate exposures

Retail exposures

Card exposures

Significant change in crediatings

Continued past due more than 3!
days

Loan classification of and below
precautionary

Borrower with early warning
signals

Negative netissets

Adverse audit opinion or disclain
of opinion

Significant change in credit rating

Continued past due more than 3!
days

Loan classification of and below
precautionary

Borrower with early warning
signals

Specific pool segment

Loans relating to constructor whe
collective loans are insolvent

Significant change in credit rating

Continued past due more than 7
days(personal card)

Loan classification of and below
precautionary

Specific pool segment

Interest coverage ratios of below
for consecutive three years
Negative cash flows from operati
activities for consecutive two

years

The Group considers the credit risk of financial instrument has been significantly increased since initial recognipiecifita s
exposure is past due more than 30 days (however, for a specific portfolie [ifast duemore than 7 days). The Group counts

the number of days past due from the earliest date on which the Group has not fully received the contractual payments from 1
borrower and does not consider the grace period granted to the borrower.

The Graup regularly reviews the criteria for determining if there have been significant increases in credit risk from the following

perspective.

- A significant increase in credit risk shall be identified prior to the occurrence of default.

- The criteria estaldhed to judge the significant increase in credit risk shall have a more predictive power than the criteria for
days of delinquency.

- As a result of applying the judgment criteria, financial instruments shall not be to move too frequently betweendhihg 2
expected credit losses measurement and the lifetime expected credit losses measurement.
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4. Financial risk management (continued)

(b) Credit risk(continued)
i-2) Modified financial assets

If the contractual cash flows on a financial asset have been renegotiated or modified and the financial assé¢wasgrozed

the Group assesses whether there has been a significant increase in the credit risk of the financial instrument byteemparing
risk of a default occurring at initial recognition based on the original, unmodified contractual terms and the risk okt a defa
occurring at the reporting date based on the modified contractual terms.

The Group may adjust the contractual cash floWkans to customers who are in financial difficulties in order to manage the
ri sk of default and enhance the collectability ( hivwlei naf
extension of maturity, changes in interpayment schedule, and changes in other contractual terms.

Debt restructuring is a qualitative indicator of a significant increase in credit risk and the Group recognizes lifetiteel expe
credit losses for the exposure expected to be the subject of djudtneents. If a borrower faithfully makes payments of
contractual cash flows that were modified in accordance with the debt restructuring or if the borrower's internal mgellitsrati
recovered to the level prior to the recognition of the lifetime ebgoecredit losses, the Group recognizes thembaths
expected credit losses for that exposure again.

i-3) Risk of default

The Group considers a financial asset to be in default if it meets one or more of the following conditions:
- If a borrower is ovatue 90 days or more from the contractual payment date,
- If the Group judges that it is not possible to recover principal and interest without enforcing the collateral on adssgicial

The Group uses the following indicators when determining whetherrawer is in default:

- Qualitative factors (e.g. breach of contract terms),

- Quantitative factors (e.qg. if the same borrower does not perform more than one payment obligations to the Group, the numt
of days past due per payment obligation. Howewethe case of a specific portfolio, the Group uses the humber of days past
due for each financial instrument)

- Internal data and external data

The definition of default applied by the Group generally conforms to the definition of default definedjdtataey capital

management purposes; however, depending on the situations, the information used to determine whether a default has incut
and the extent thereof may vary.
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4. Financial risk management (continued)

(b) Credit risk(continued)
i-4) Reflection of forwarelooking information

The Group reflects forwartboking information presented by internal experts based on a variety of information when measuring
expected credit losses. For the purpose of estimating these fdow&ndg informatian, the Group utilizes the economic
outlook published by domestic and overseas research institutes or government and public agencies.

The Group reflects future macroeconomic conditions anticipated from a neutral standpoint that is free from bias imgmeasuri
expected credit losses. Expected credit losses in this respect reflect conditions that are most likely to occur ath@artbdase
same assumptions that the Group used in its business plan and management strategy.

The Group identified the key mackmomic variables needed to forecast credit risk and credit losses for each portfolio as
follows by analyzing past experience data and drew correlations across credit risk for each variable.

Key macroeconomic variables Correlation with credit risk
Economic growth Negative
Consumer price index Negative
Benchmark rate Positive
10-year Korea Treasury Bond Positive
3-year Corporate Bond Positive
KOSPI Negative

The predicted correlations between the macroeconomic variables and thedesauwf, used by the Group, were derived based
on data from the past nine years.
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4. Financial risk management (continued)

(b) Credit risk(continued)
i-5) Measurement of expected credit losses
Key variables used in measuring expected credit lossemsdollows:

- Probability of defaultffPDo)
- Loss given defaultfiLGDo)
- Exposure at defaulfiEADO)

These variables have been estimated from historical experience data by using the statistical techniques developdayinternally
the Group and haveeen adjusted to reflect forwalabking information.

Estimates of PD over a specified period are estimated by reflecting characteristics of counterparties and their expdsare, bas
a statistical model at a specific point of time. The Group useswitsimformation to develop a statistical credit assessment
model used for the estimation, and additional information observed in the market is considered for some portfolios such as
group of large corporates. When a counterparty or exposure is conagmrapeecific grades, the method of measuring PD for
that grades would be adjusted, and the PD by grade is estimated by considering contract expiration of the exposure.

LGD refers to the expected loss if a borrower defaults. The Group calculates LGDdmatieel experience recovery rate
measured from past default exposures. The model for measuring LGD is developed to reflect type of collateral, seniority ¢
collateral, type of borrower, and cost of recovery. In particular, LGD for retail loan produsttoaseto value (LTV) as a key
variable. The recovery rate reflected in the LGD calculation is based on the present value of recovery amount, distteunted at
effective interest rate.

EAD refers to the expected exposure at the time of default. The @eums EAD reflecting a rate at which the current
exposure is expected to be used additionally up to the point of default within the contractual limit. EAD of finansia asset
equal to the total carrying amount of the asset, and EAD of loan comnstimefinancial guarantee contracts is calculated as
the sum of the amount expected to be used in the future.

When measuring expected credit losses on financial assets, the Group reflects a period of expected credit loss measuren
based on a contractuadaturity. The Group takes into consideration of the extension rights held by a borrower when deciding
the contractual maturity.

Risk factors of PD, LGD and EAD are collectively estimated according to the following criteria:
- Type of products

- Internalcredit risk rating

- Type of collateral

- Loan to value (LTV)

- Industry that the borrower belongs to

- Location of the borrower or collateral

- Days of delinquency

The criteria classifying groups is periodically reviewed to maintain homogeneity ofdbp gnd adjusted if necessary. The

Group uses external benchmark information to supplement internal information for a particular portfolio that did not have
sufficient internal data accumulated from the past experience.
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4. Financial risk management (continued)

(b) Credit risk(continued)
i-6) Write-off of financial assets

The Group writes off gortion of or entire loan or debt security that is not expected to receive its principal and interest. In
general, the Group conducts wraé when it is deemed that the borrower has no sufficient resources or income to repay the
principal and interest. Such determination on wrieff is carried out in accordance with the internal rules of the Group and is
carried out with the approval of an external institution, if necessary. Apart fromoffiitlhe Group may continue to exercise

its right of collecion under its own recovery policy even after the wotkof financial assets.

if) Maximum exposure to credit risk
Exposure to credit risk is the exposure related to due from banks, loans, investments in debt securities, derivatisadransact
off-balance sheet accounts such as loan commitment. The exposures of due from banks and loans were classified i

government, bank, corporatioor, retail based on the exposure classification criteria of BASEL Il credit risk weights.

The Groupob6s mrate craditiresk wethoyt taling into account of any collateral held or other credit enhancements as
of December 312018 and December 31, 2017 are as follows:

2018

Due from banks and loans at amortized cost (*1)(*3):
Banks W 17,935,81¢
Retalil 136,499,55¢
Government 6,517,21¢
Corporations 131,795,99:.
Card receivable 21,592,28"
314,340,86¢

Deposits and securities at FVTPL(*1)(*3)

Bank 890,66C
Corporations 1,189,19(
2,079,85(
Financial asset at FVTPL 40,289,84¢
Securities measured at fair vahi@Cl 37,677,64¢
Securities measured at amortized cost 28,478,13¢
Derivative assets 1,793,61%
Other financial assets(*1)(*2) 16,837,14
Financial guarantee contracts 4,413,87¢
Loan commitments and other crelikitbilities 165,399,93"
W 611,310,91:

(*1) The maximum exposure amounts for due from banks, loans and other financial assets at amortized cost are recorded as
of allowances

(*2) Other financial assets mainly comprise brokerage, securitiespoidtransaction related receivables, accrued interest
receivables, secured key money deposits and domestic exchange settlement debit settled in a day.

(*3) Due from banks and loans were classified as similar credit risk group when calculating the @k$dati new Basel

Capital Accord Basel ).
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4. Financial risk management (continued)

(b) Credit risk(continued)

if) Maximum exposure to credit risk (continued)

2017

Due from banks and loans(*1)(*3):
Banks W 13,373,14(
Retail 124,868,55¢
Government 14,442,74
Corporations 123,637,88:
Card receivable 20,119,51¢
296,441,83
Trading assets 23,829,94!
Financial assets designated at FVTPL 2,344,701
AFS financial assets 37,186,55:
HTM financial assets 24,990,68(
Derivativeassets 3,400,17¢
Other financial assets(*1)(*2) 12,041,30¢
Financial guarantee contracts 3,267,707
Loan commitments and other credit liabilities 139,264,03:
W 542,766,93:

(*1) The maximum exposure amounts for due from baluks)s and other financial assets are recorded as net of allowances.

(*2) Other financial assets mainly comprise brokerage, securities and spot transaction related receivables, accrued inter
receivables, secured key money deposits and domestic excledtig@ent debit settled in a day.

(*3) Due from banks and loans were classified as similar credit risk group when calculating the BIS ratio under new Base
Capital Accord Basel ).

iii) The maximum amount of exposure to credit risk by type of collatétedld financial instruments is as follows

Classsification 12 months Total expected credit loss
Expected credit loss Not recognized Recognized Total

Guarantee W 13,608,25 3,870,04 61,62! 17,539,92
Deposits and

Savings 1,016,39 241,56° 1,37¢ 1,259,33
Property and

equipment 1,051,57. 244 57 18,76¢ 1,314,910
Real estate 119,174,34 13,856,63 281,94: 133,312,92
Securities 3,460,26. 105,39° - 3,565,66!
Other 2,593,79; 28 21¢ 2,594,03
Total W 140,904,62 18,318,24 363,92! 159,586,79
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4. Financial risk management (continued)

(b) Credit risk(continued)

iv) Impairment information by credit risk of financial assets

- Credit loss allowances of financial assets ddefember 312018 are as follows:

12-month expected loss Life time expected loss Mitiga.tio.n of
credit risk
due to
Grade 1(*1) Grade 2(*1) Grade 1(*1) Grade 2(*1) Impaired Total Allowances Net collateral
Due from banks and loa
at amortized cost:
Banks W 16,873,06¢ 980,67: 94,86¢ 11,49: - 17,960,091 (24,280 17,935,811 55,00¢
Retail 122,318,451 6,122,20: 4,991,70¢ 3,103,77! 402,97 136,939,111 (439,558  136,499,55 81,216,48!
Government 6,474,21¢ 2,39¢ 45,871 - - 6,522,48¢ (5,274) 6,517,21! 17,05(C
Corporations 82,476,92: 28,445,91. 9,800,26( 11,659,37! 882,39« 133,264,861 (1,468,874  131,795,99 74,069,57!
Card receivable 16,129,53¢ 2,022,52! 1,791,14° 2,039,39( 411,598  22,394,109: (801,906 21,592,28 7,59¢
244,272,19: 37,573,71. 16,723,85. 16,814,03 1,696,96: 317,080,761 (2,739,892  314,340,86: 155,365,722
Securities at fair value
through other
comprehensive
income(*2) 30,705,87¢  6,865,93 - 105,83( - 37,677,641 - 37,677,641 -
Securities at amortized
cost 27,661,74¢ 803,17« 22,47¢ - - 28,487,39 (9,261) 28,478,13I -
Ending balance W 302,639,821 45,242,82 16,746,32° 16,919,86 1,696,96: 383,245,80. (2,749,153  380,496,65! 155,365,72.
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4. Financial risk management (continued)

(b) Credit risk(continued)

iv) Impairment information by credit risk of financial assets (continued)

(*1) Credit quality of due from banks and loans was classified based on the internal credit rating as follows:

Type of Borrower

Grade 1

Grade 2

Banksand governments

Retail

Corporations

Credit cards

(*2) Provision for credit loss allowance for securities at fair value through other comprehensive income amoMaeddd

million.

OECD sovereign credit rating of 6 or
above (as applied to the nationality o
the banks and governments)

Pool of retail loansvith probability of
default of less than 2.25%

Internal credit rating of BBB+ or

above

For individual card holders, score of
or higher in Shi:i
behavior scoring system

For corporate cardholders, same as
corporate loans
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OECD sovereign credit rating of below
6 (as applied to the nationality of the
banks and governments)

Pool of retail loans with probability of
default of 2.25% or more

Internal credit rating of below BBB+
(Probability of default for loans with interna
credit rating of BBB is 2.25%)

For individual card holders, score of
below7inShi nhan Car d¢
behavior scoring system

For corporate cardholders, same as
corporate loans
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4. Financial risk management (continued)

(b) Credit risk (continued)
iv) Impairment information by credit risk of finaial assets (continued)

- Credit quality of due from banks and loans that are neither past due nor impaired as of December 31, 2017 are as follows:

Grade 1(*3)
Grade 2(*3)

Less : allowance (collective)

Mitigation of credit risk
due to collateral(*p

2017

Banks Retall Government  Corporations Card Total
13,382,41« 116,304,91° 14,447,01¢ 86,831,89* 16,314,18¢ 247,280,43:
7,857 8,056,56: - 36,835,34° 3,473,82¢ 48,373,59:
13,390,27: 124,361,48( 14,447,01¢ 123,667,24. 19,788,01! 295,654,02
(17,131 (212,502 (4,269) (647,694 (288,362 (1,169,958
13,373,14( 124,148,97¢ 14,442,747 123,019,54i 19,499,65! 294,484,06!
96,835  80,354,88¢ - 64,018,60° 6,358 144,476,68!

(*1) Credit quality of deposits andans is classified according to internal credit rating.
(*2) The credit risk mitigation effect of the collateral was estimated based on the fair value of the collateral.
(*3) Credit quality of due from banks and loans was classified based on the intedhatating as follows:

Type of Borrower

Grade 1

Grade 2

Banks and governments

Retail

Corporations

Credit cards

OECD sovereign credit rating of 6 or
above (as applied to the nationality o
the banks and governments)

Pool of retail loans with probability of
default of less than 2.25%

Internal credit rating of BBB+ or

above

For individual card holders, score of
or higher in Shi:i
behavior scoring system

For corporate cardholdersame as
corporate loans
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OECD sovereign credit rating of below
6 (as applied to theationality of the
banks and governments)

Pool of retail loans with probability of
default of 2.25% or more

Internalcredit rating of below BBB+
(Probability of default for loans with interna
credit rating of BBB is 2.25%)

For individual card holders, score of
bel ow 7 in Shinha
behavior scoring system

For corporate cardholders, same as
corporate loans
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4, Financial risk management (continued)

(b) Credit risk (continued)
iv) Impairment information by credit risk of financial assets (continued)

- Aging analyses of due from banks and loans that are past due but not impaired as of December 31, 2017 are as follows:

2017
Banks Retail Government  Corporations Card Total

Less than 30 days W - 458,96¢ - 131,62¢ 446,65¢ 1,037,25(
30 days ~ lesthan 60 days - 65,152 - 33,74¢ 58,283 157,18¢
60 days ~ less than 90 days - 42,427 - 16,972 37,972 97,371
90 days or more - 15,43C - 11,787 390 27,607
- 581,977 - 194,13z 543,30: 1,319,41:
Less : allowance - (56,774 - (8,898) (81,990 (147,662
W - 525,20¢ - 185,23/ 461,31: 1,171,75(

Mitigation of credit risk
due to collateral W - 325,631 - 94,38¢€ 90 420,10¢

- Due from banks and loans that are impaired as of December 31, 2017 are as follows:

2017
Banks Retail Government  Corporations Card Total
Impaired W - 362,707 - 1,010,03¢ 420,31¢€ 1,793,05¢
Less : allowance - (168,334 - (576,936 (261,768 (1,007,038
W - 194,37% - 433,10(C 158,54¢ 786,021
Mitigation of credit risk
due to collateral W - 128,90¢ - 384,81¢ 12 513,73¢
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4. Financial risk management (continued)

V) Credit risk exposures per credit grade ofbéflance items

- Credit risk exposures per creditade of offbalance items as of December, 2018 are as follows:

2018
Grade 1(*1) Grade 2(*1) Impaired Total
Financialguarantee:
12-month expected credit loss W 2,137,69¢ 1,975,871 - 4,113,572
Life time expected credit loss 146,23€ 152,277 - 298,51¢
Impaired - - 1,789 1,789
2,283,931 2,128,154 1,789 4,413,87¢
Loan commitment and
other crediline
12-month expected credit loss 137,920,32! 19,044,74¢ - 156,965,06¢
Life time expected credit loss 6,636,36¢ 1,787,96¢ - 8,424,33(
Impaired - - 10,539 10,539
144,556,68¢ 20,832,71( 10,539 165,399,93
W 146,840,61¢ 22,960,86¢ 12,328 169,813,81:

(*1) Grade 1: BBB+ or above per internal credit rating
Grade 2: Below BBB+ per internal credit rating
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4. Financial risk management (continued)

vi) Credit ratings of debt securities

SUBSIDIARIES

- Credit ratings of debt securities as of December 31, 2017 are as follows:

2017

Financial asset:
designated at

Available for- sale

Held-to-maturity

Trading assets FVTPL financial assets  financial assets Total
AAA W 8,837,09: 630,247 23,949,84: 20,057,48( 53,474,66:
AA-to AA+ 5,193,65¢ 589,19: 5,5682,12¢ 3,956,29( 15,321,26°
A-to A+ 5,442,892 792,71% 4,300,76¢ 444,711 10,981,08:
BBB- to BBB+ 1,614,017 252,25¢ 1,508,22¢ 166,90¢€ 3,541,40(
Lower than BBB 275,20C - 435,651 177,84C 888,691
Unrated 2,277,79( 80,28¢ 1,409,94¢ 187,45< 3,955,47¢
W 23,640,64¢ 2,344,70! 37,186,55: 24,990,68( 88,162,57¢

- The credit quality of securities (debt securities) according to the credit ratings by external rating agencies is as follows:

Internal credit ratings KIS(*1) KR(*2) S&P Fitch Moody's
AAA - - AAA AAA Aaa
AA-to AA+ AAA AAA AA-to AA+ AA-to AA+ Aa3 to Aal
A-to A+ AA-to AA+ AA-to AA+ A-to A+ A-to A+ A3 to Al
BBB- to BBB+ BBB- to A BBB-to A BBB- to BBB+ BBB- to BBB+ Baa3 to Baal
Lower than BBB Lower than BBB Lower than BBB Lower than BBB LovI\BIErBt_han Lower than Baa3
Unrated Unrated Unrated Unrated Unrated Unrated
(*1) KIS: Korea Investors Service
(*2) KR: Korea Ratings
- Credit status of debt securities as of Decene2017 are as follows:
2017
Neither past due nor impaired W 88,160,62¢€
Impaired 1,953
W 88,162,57¢

- Credit quality of derivative assets as of December 31, 2018 and 2017 are as follows:

2018 2017

Grade 1(*1)(*2) W 1,687,005 3,290,638

Grade 2(*1)(*2) 106,608 109,540
W 1,793,613 3,400,178

(*1) Credit qualities of derivative assets were classified based on the internal credit ratings of counterparties.

(*2) Grade 1: Internal credit rating of BBB+ or above, Grade 2: Intemealit rating of below BBB+
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Financial risk management(continued)

vii) Concentration by geographic location

An analysis of concentration by geographic location for financial instrument, net of allowance, as of December 31, 2018 an

2017 are afollows:

2018
Germ . .
Korea USA  England Japan ary Vietham  China Other Total
Due from banksand
loans at amortize
cost
Banks W 8,996,27: 1,712,67% 462,54( 640,89t 213,39¢ 947,31t 3,221,44: 1,741,27¢ 17,935,81¢
Retail 130,034,68: 359,66¢ 4,432 3,440,62¢ 2,151 1,031,29¢ 974,56¢ 652,13 136,499,55¢
Government 4,257,871 499,742 - 750,67¢ 108,667 182,822 546,597 170,834 6,517,21¢
Corporations 116,621,69: 2,707,27: 109,29t 2,578,98¢ 96,46€ 1,846,47( 2,621,74¢ 5,214,06( 131,795,99:
Card 21,453,12¢ 8,435 301 2,107 208 92,992 20,78E 14,331 21,592,28"
281,363,65. 5,287,79: 576,56¢ 7,413,29( 420,897 4,100,89¢ 7,385,13¢ 7,792,637 314,340,86¢
Deposits and loar
at
FVTPL
Bank 186,465  704,19% - - - - - - 890,66(
Corporations 1,189,19( - - - - - - - 1,189,19(
1,375,65¢ 704,19t - - - - - - 2,079,85(
Securitiesat FVTPL 38,782,20.  973,71€ 163,65¢ 28,062 11,507 20,74C 104,85  205,10¢ 40,289,84¢
Securities at FVOC 34,667,70: 1,209,75¢ 21,74¢ 197,234 46,417 392,66¢ 616,14< 525,977 37,677,64¢
Securities at
amortized cost 26,053,24:  1,048,90¢ - 68,594 - 360,95 34,923 911,512 28,478,13¢
W 382242450 922436¢ 761,97% 7,707,18( 478,817 4,875,25¢( 8,141,05¢ 9,435,23¢ 422,866,34t
2017
Germ . .
Korea USA  England Japan ary Vietham  China Other Total
Due from banks
and loans:
Banks W 631565¢ 1,186,57¢ 205,70% 268,537 144,38z 583,094 3,420,22: 1,248,97: 13,373,14(
Retail 119,993,32: 346,74¢€ 3,811 2,695,89( 2,057 745,72t  615,07¢ 465,92 124,868,55¢
Government 12,887,53: 130,55¢ - 388,14z 134,011 35,78€  664,03C 202,691 14,442,74"
Corporations 110,025,69¢ 2,371,40C 175,03¢ 2,169,44t 73,99€ 1,613,02: 2,530,501 4,678,77:  123,637,88.
Card 20,002,45" 7,434 282 2,208 174 76,608 16,80€ 13,545 20,119,51«
269,224,66¢ 4,042,70¢ 384,83¢ 5,524,21¢ 354,622 3,054,23¢ 7,246,64¢ 6,609,90¢  296,441,83
Trading assets 23,294,06: 235,474 189,297 985 8,704 5,074 60,037 36,31C 23,829,94:
Financial assets
designated
at FVTPL 2,262,22: 82,47¢ - - - - - - 2,344,701
AFS financial asset 34,323 43¢ 124257 14,517 163,65: 32,146 474,13/ 510,67¢ 425415 37,186,55:
HTM financial
assets 22,458,89¢ 1,466,031 - 34,487 - 237,641 37,09€ 756,52° 24,990,68(
W 351 563,28 7,069,26¢ 588,65( 5,723,34: 3954743,771,08¢ 7,854,45¢ 7,828,15.  384,793,71:

(*) The following accounts are the net book value less provision for doubtful accounts.
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4. Financial risk management (continued)

viii) Concentration by industry sector

An analysis of concentration by industry sector of financial instrument, net of allowancdexseofiber 312018 and 2017 are as follows:

2018
Finance and Manu Retail and Real estate and Construction Hotel and food
insurance facturing wholesale service service service Other Retail customers Total
Due from banks and loa
at amortized cost:
Banks W 17,579,099 2,219 - 300 - - 354,198 - 17,935,816
Retalil - - - - - - - 136,499,55¢ 136,499,55¢
Government 6,385,776 - - 2,795 - - 128,644 - 6,517,215
Corporations 8,456,599 43,957,565 17,420,532 27,009,286 3,272,406 5,610,146 26,066,753 2,70 131,795,992
Card receivable 36,343 210,324 169,070 43,236 42,209 23,506 20,968,820 98,779 21,592,287
32,457,817 44,170,108 17,589,602 27,055,617 3,314,615 5,633,652 47,518,415 136,601,04Z 314,340,86¢
Deposits and loans at
FVTPL
Bank 870,656 - - 20,004 - - - - 890,660
Corporations 554,832 213,715 209,631 2,593 1,621 900 205,898 - 1,189,190
1,425,488 213,715 209,631 22,597 1,621 900 205,898 - 2,079,850
Financial asset at fair valu
through profit or loss 25,067,491 1,646,132 1,185,571 342,124 208,455 60,829 11,779,244 - 40,289,846
Securities at fair value
through other
comprehensive income 22,436,768 1,695,624 302,789 480,979 480,585 - 12,280,901 - 37,677,646
Securities at amortized co 6,634,975 99,437 - 775,580 595,334 - 20,372,8D - 28,478,18
W 88,022,539 47,825,016 19,287,593 28,676,89 4,600,6D 5,695,381 92,157,268 136,601,04Z 422,866,386

65



SHINHAN FINANCIAL GROUP CO., LTD. ANDSUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 312017
(In millions of won)

4. Financial risk management (continued)

vii) Concentration by industry sector (continued)

An analysis of concentration by industry sector of financial instrument, net of allowancd)esenfiber 312018 and 2017 are as follows:

2017
Finance and Manu Retail and Real estate and Construction Hotel and food
insurance facturing wholesale service service service Other Retail customers Total
Due from banks and loa
at amortized cost:
Banks W 11,094,85¢ 1,592 - 56,744 - - 2,219,94¢ - 13,373,14(
Retail - - - - - - - 124,868,55- 124,868,55:
Government 13,381,46: 1,314 - - - - 1,059,972 - 14,442,74°
Corporations 5,474,35: 40,364,76¢ 16,563,84¢ 23,005,67¢ 2,880,851 2,413,92¢ 32,934,45" - 123,637,88.
Card receivable 41,82E 295,29( 140,117 37,801 38,58C 12,257 395,14¢ 19,158,49¢ 20,119,51.
29,992,49: 40,662,96¢ 16,703,96¢ 23,100,22( 2,919,431 2,426,18¢ 36,609,52: 144,027,05: 296,441,83
Tradingassets 17,183,66¢ 1,139,60¢ 1,206,13: 176,27% 112,40¢ 71,65€ 3,940,19¢ - 23,829,94:
Financial asset designatec
at fair value through
profit or loss 1,201,46¢ 202,90¢ 36,112 45,178 27,678 - 831,362 - 2,344,70:
AFS financial assets 23,384,60¢ 1,409,017 227,28¢ 632,41C 348,26¢ - 11,184,95¢ - 37,186,55:
HTM financial assets 5,975,44¢ 48,981 - 785,85¢ 557,591 - 17,622,80: - 24,990,68(
W 77,737,68! 43,463,47" 18,173,50( 24,739,94( 3,965,37¢ 2,497,84. 70,188,84( 144,027,05: 384,793,71.

(*) The following accounts are the net book value less provision for doubtful accounts.
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4. Financial risk management (continued)

(c) Market risk

Market risk from trading positions is the risk that changes in market prices, such as foreign exchange rates, intarabt rates
equity prices will affect the Groupbs income or the val u

Interest rate risk fromantrading positions is the risk of loss resulting from interest rate fluctuations that adversely affect the
financial condition and results of operations of the Group and affects the earnings and the economic value of nethassets of
Group.

Foreignexbange ri sk arises from the Groupds assets and liabil

The Groupds mar ket risks arise primarily from Shinhdsk Ba
relatingto its trading activities.

Shinhan Bankés Risk Policy Committee acts as the execut]|
management policies and risk limits and controlling market risks arising from trading asichdioig activities. In addition,

Shinhan Bankds Risk Management Depart ment comprehensi vel
Bankés operating departments, and functions as the middl

Shi nhan | nv e s tgementtWarking Romamittee Nbathe @xecutive decisitaking body for managing market risks

related to Shinhan I nvestment, and deter mines, among ot
policies and strategies, and assesses and apgrovt r adi ng activities and i mits.
Management Department manages various market risk limits and monitors operating conditions on an independent basis f
Shinhan I nvestment s operating departments.

i) Market riskmanagement from trading positions

Trading activities are to realize shoerm trading profits in debt and stock markets and foreign exchange markets based-on shor
term forecast of changes in market situation and profits from arbitrage transactimrg/atives such as swap, forward, futures
and option transactions. The Group manages market risk related to its trading positions using VaR, malatedtoel.

Shinhan Bank currently tetiay 99.9% confidence levelsed VaR for purposes of caldua ng i ts fieconomic
internal management purposes, which is a concept wusefl in
the market risk. Shinhan Bank manages VaR measurements and limits on a daily basia bas@&gt@matic interfacing of its
trading positions into its market risk measurement system. In addition, Shinhan Bank establistetslqe® sensitivity,
investment and stress limits for its trading departments and desks and monitors such limits daily

Shinhan Investment currently uses the-day 99.9% confidence levblhsed historical VaR for purposes of calculating its
feconomico capital used for internal management purposes
particularpr obabi | ity distribution and calculates it through a
variables such as stock prices, interest rates, and foreign exchange rates in the past one year. In addition, Shimé@n Invest
apgies this VaR as a risk limit for the entire company as well as individual departments and products, and the adequacy of si
VaR is reviewed by way of daily bag¢ksting.

An analysis of the Groupb6s r equi gpositens aseopandfa the yeans ehdeddDkecemberf

31, 2018 and 2017 based on the standard guidelines for risk management promulgated by the Financial Supervisory Service,
as follows:
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4. Financial risk management (continued)

(c) Market risk (continued)

Interest rate
Stock price

Foreign exchange

Commodity
Option volatility

Interest rate
Stock price

Foreign exchange

Commaodity
Option volatility

2018
Average Maximum Minimum December 31
425,23t 453,644 403,19t 453,644
201,40¢ 227,167 143,23¢ 143,23¢
143,202 174,70z 124,292 139,617
6,250 9,026 4,501 6,343
34,334 56,834 22,04% 56,834
810,42¢ 921,37: 697,271 799,67¢€
2017
Average Maximum Minimum December 31
431,06t 463,34( 414,68¢ 415,13¢
186,652 225,558 157,73C 199,041
113,20¢ 121,041 105,82< 121,041
11,39¢ 22,36€ 4,562 4,562
10,40¢ 12,59¢ 7,809 12,59¢
752,72° 844,89¢ 690,61° 752,382

i-1) Shinhan Bank

The analyses of the tetay 99.9% confidence levbhsed VaR for managing market risk for trading positions of Shinhan Bank
as of and for thgearsendedDecember 312018 and 2017 are as follows:

2018
Average Maximum Minimum December 31
Interestrate W 22,55¢ 29,748 16,194 18,797
Stock price 12,11€ 25,701 1,976 22,212
Foreign exchange(*) 39,282 45,738 34,162 34,294
Option volatility 131 511 30 261
Commodity 17 61 - 24
Portfolio diversification (21,298
W 43,957 57,462 38,02€ 54,29C
2017
Average Maximum Minimum December 31
Interest rate W 38,37C 50,20€ 22,22¢ 25,071
Stock price 4,051 5,622 3,040 4,675
Foreign exchange(*) 43,827 46,10¢€ 41,562 41,947
Option volatility 70 124 43 66
Commodity 22 46 - 14
Portfolio diversification (26,367,
W 49,943 56,103 42,031 45,40€

(*) Both trading and nottrading accounts are included since Shinhan Bank manages foreign exchange risk on a total positior
basis.
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4. Financial risk management (continued)

(c) Market risk (continued)
i-2) Shinhan Card
The analyses of Shinhan Cardés requisite capit ayjearsended! i gt

December 31 201&nd2017, based on the standard guidelines for risk management promulgated by the Financial Supervisor
Service, are as follows:

2018
Average Maximum Minimum December 31
Interest rate W 1,257 1,972 768 1,269
2017
Average Maximum Minimum December 31

Interest rate W 1,809 2,550 1,050 1,800
(*) Shinhan Card fully hedges all the cash flows from foreign currency liabilities by swap transactions and is narrowly expos
to foreign exchange risk relating to foreign currency ecggtyurities held for netrading purposes.

i-3) Shinhan Investment

The analyses of the tatay 99.9% confidence levbhsed VaR for managing market risk for trading positions of Shinhan
Investment as of and for tlyearsended December 31, 2018 and 2017 are as follows:

2018
Average Maximum Minimum December 31
Interest rate W 7,563 14,314 3,656 7,321
Stock price 64,107 103,84¢ 6,202 43,74€
Foreign exchange 5,992 13,79¢ 154 154
Option volatility 9,200 31,81C 2,195 31,81C
Portfolio diversification (1,375)
W 74,821 128,261 11,174 81,65¢€
2017
Average Maximum Minimum December 31
Interest rate W 9,939 18,09C 7,329 11,232
Stock price 12,01% 22,49¢ 7,068 10,83C
Foreignexchange 7,140 12,604 2,760 5,506
Option volatility 3,404 4,536 2,710 3,216
Portfolio diversification (9,583)
W 22,221 34,564 12,98C 21,201
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4. Financial risk management (continued)

(c) Market risk (continued)
i-4) Shinhan Lifednsurance

The analyses of the tatay 99.9% confidence levbhsed VaR for managing market risk for trading positions of Shinhan Life
Insurance as of and for tlyearendedDecember 312018 and 2017 are as follows:

2018
Average Maximum Minimum December 31
Interest rate 2,994 6,410 260 293
Stock price 4,084 4,933 2,030 4,793
Foreign exchange 1,111 2,825 40 352
Option volatility 824 4,916 89 106
9,013 19,084 2,419 5,544
2017
Average Maximum Minimum December3l
Interest rate 3,838 16,59¢ 85 3,848
Stock price 1,195 3,368 - 3,178
Foreign exchange 1,213 3,569 3 1,924
Option volatility 5,083 7,423 2,777 3,808
11,32¢€ 30,95¢ 2,865 12,75¢
i) Interest rate risk management framntrading positions
Principal market risk fromnehr adi ng activities of the Group is interest
economic value of the Groupds net assets:
i Earnings interest rate fluctuations have an effect on®e oup ds net interest i-gemsitivene by

operating income and expenses and EaR (Earnings at Risk) is a commonly used risk management technique.
 Economic value of netassets i nt er est rate f | uct ua thby affecsing thegredsantevalue ef cash e
flows from the assets, liabilities and other transactions of the Group and VaR is a commonly used risk management techniqt

Interest rate VaR represents the maximum anticipated loss in a net present value calaulaieas interest rate EaR
represents the maximum anticipated loss in a net earnings calculation for the immediately followpegroperiod, in each
case, as a result of negative movements in interest rates. Accordingly, the Group measures andmtesesigeste risk for
norttrading activities by taking into account effects of interest rate changes on both its income and net asset value.

The principal objectives of Shinhan Bank®és i ndmeand®protecat e
Shinhan Bankés net asset value against interest rate f | 1
Bank measures and manages its interest rate risk based on various analytical measures such as intpyehtredienggap and

net present value and net interest income simulations, and monitors on a monthly basis its interest rate VaR limitaténterest
earnings at risk (AEaRO0) I imits and i nter eadVaR and interagtagie r ¢
EaR based on a simulated estimation of the maximum decrease in net asset value and net interest incoryeadn @edad

based on various scenario analyses of historical interest rates.
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4. Financial risk management (continuel)

ii) Interest rate risk management from nvading positions (continued)

Shinhan Card and Shinhan Life Insurance also monitors and manages its interest rate risk limits for all Hsdatargsissets

and liabilities (including ofbbalance shedtems) in terms of impact on its earnings and net asset value from changes in interest
rates. The interest rate VaR analysis used by Shinhan Card and Shinhan Life Insurance principally focuses on the maximu
impact on its net asset value from adverse mmr# in interest rates.

Nontrading positions for interest rate VaR and EaR as of December 31, 2018 and 2017 are as follows:

ii-1) Shinhan Bank

2018 2017
VaR(*1) W 164,39z 293,35¢
EaR(*2) 316,71¢ 174,262
ii-2) Shinhan Card
2018 2017
VaR(*1) W 163,80 147,93z
EaR(*2) 28,267 32,081
ii-3) Shinhan Investment
2018 2017
VaR(*1) W 31,274 44,50¢&
EaR(*2) 112,09t 108,86¢
ii-4) Shinhan Life Insurance
2018 2017
VaR(*1) W 442,00¢ 319,68¢
EaR(*2) 61,94z 70,434

(*1) The interest rate VaR represents the maximum anticipated loss in a net asset value in one year under confidence level
99.9% and is measured by the internal model with one yeatback period.

(*2) The interest rate EaR was calculated by the FinancialrSupe s or y Ser vice regul ations ba
and interest shocks by 200 basis points for each time bucket as recommended under the Basel Accord.
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4. Financial risk management (continued)

iii) Foreign exchange risk

Exposure to foreigrexchange risk can be defined as the difference (net position) between assets and liabilities presented i
foreign currency, including derivative financial instruments linked to foreign exchange rate. Foreign exchange righris a fac
that causes markesk of the trading position and is managed by the Group under the market risk management system.

The management of Shinhan Bankés foreign exchange positi
the FX & Derivatives Department mareg Shi nhan Bankdéds overall position withi
contracts, currency options, futures and swaps and foreign exchange swaps. Shinhan Bank sets a limit for net opéy positions
currency and the limits for currencies eththan the U.S. dollars, Japanese yen, Euros and Chinese yuan are set in order tc
minimize exposures from the other foreign exchange trading.

Foreign currency denominated assets and liabilities as of December 31, 2018 and 2017 are as follows:

2018
USD JPY EUR CNY Other Total
Assets:
Cash and due from banks
amortized cost W 4,797,714 1,216,221 259,631 1,595,799 1,654,668 9,524,033
Due from banks at FVTPL 704,195 - - - - 704,195
Loan receivables measured
at FVTPL 347,966 3,430 4,127 - - 355,523
Loan at amortized cost 16,301,367 6,862,146 1,275,174 3,496,937 5,934,670 33,870,294
Securities at FVTPL 3,812,541 998 81,300 - 313,750 4,208,589
Derivativeassets 133,197 285 2,299 406 11,875 148,062
Securities at FVOCI 3,209,293 125,512 - 357,682 728,456 4,420,943
Securities at amortized cost 1,405,775 128,512 - 34,955 1,175,733 2,744,975
Other financial assets 2,958,609 135,984 70,321 456,405 357,856 3,979,175
W 33,670,657 8,473,088 1,692,852 5,942,184 10,177,008 59,955,789
Liabilities:
Deposits W 13,333,500 7,217,318 727,291 4,565,067 5,232,529 31,075,705
Financial liabilities at FVTPL 4,389 - - - 458,934 463,323
Derivative liabilities 172,556 - 1,914 2,089 4,892 181,451
Borrowings 6,287,797 446,102 280,949 395,719 173,731 7,584,298
Debt securities issued 6,517,415 317,125 293,708 - 1,715,780 8,844,028
Financial liabilities
designatedt FVTPL 1,168,024 - - - - 1,168,024
Other financial liabilities 2,684,717 192,161 125,434 573,544 548,754 4,124,610
W 30,168,398 8,172,706 1,429,296 5,536,419 8,134,620 53,441,439
Net assets W 3,502,259 300,382 263,556 405,765 2,042,388 6,514,350
Off-balance derivative
exposure (2,056,586) (157,445) (217,232) (34,986) (164,797) (2,631,046)
Net position W 1,445,673 142,937 46,324 370,779 1,877,591 3,883,304
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4. Financial risk management (continued)

iii) Foreign exchange risk (continued)

Foreign currency denominated assets and liabilities as of December 31, 2018 and 2017 are dsdotloued):

Assets:
Cash and due from banks
Trading assets
Financial assets designated ¢
FVTPL
Derivative assets
Loans
AFS financial assets
HTM financial assets
Other financial assets

Liabilities:
Deposits
Trading liabilities
Financial liabilities designater

at FVTPL

Derivative liabilities
Borrowings
Debtsecurities issued
Other financial liabilities

Netassets

Off-balance derivative
exposure

Net position

W

W

W

W

W

2017

USD JPY EUR CNY Other Total
3,589,642 983,260 324,246 1,940,542 1,652,631 8,490,321
1,911,537 6,314 181,023 - 233,924 2,332,798
884,946 - - - 197 885,143
74,083 4 766 203 1,455 76,511
14,967,502 5,741,854 1,196,346 2,774,264 5,059,707 29,739,673
2,725,039 113,239 52,583 395,150 666,486 3,952,497
1,513,025 137,100 - 37,096 1,000,064 2,687,285
1,646,688 288,243 154,853 458,166 289,715 2,837,665
27,312,462 7,270,014 1,909,817 _ 5605421 _ 8,904,179 _ 51,001,893
12,367,273 6,307,142 759,380 4,289,224 4,930,479 28,653,498
2,602 - - - 434,586 437,188
983,382 - - - - 983,382
105,141 195 631 4,734 713 111,414
5,385,706 294,000 231,539 407,678 68,988 6,387,911
4,913,896 249,616 31,981 196,380 1,018,628 6,410,501
2,612,191 208,516 208,665 472,207 278,181 3,779,760
26,370,101 7,059,469 _ 1,232,196  5370,223 __ 6,731,575 __ 46,763,654
942,271 210,545 677,621 235198 2,172,604 4,238,239
130,976 6,094  (586,904) 80,183  (623,648) (993,299)
1,073,247 216,639 90,717 315,381  1548,956 3,244,940
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4. Financial risk management (continued)

(d) Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its fitiabdidbs
that are settled by delivering cash or another financial asset.

Each subidiary seeks to minimize liquidity risk through early detection of risk factors related to the sourcing and managing of
funding that may cause volatility in liquidity and by ensuring that it maintains an appropriate level of liquidity through
systematic ranagement. At the group level, the Group manages liquidity risk by conducting monthly stress tests that compar
liquidity requirements under normal situations against those under three types of stress situations, namely-dpecgioup
internal crisis crisis in the external market and a combination of internal and external lcrisddition, in order to preemptively

and comprehensively manage liquidity risk, the Group measure and monitor liquidity risk management using various indice:
includingthefil i mi t management indexo, fAearly warning indexo and

Shinhan Bank applies the following basic principles for liquidity risk management:

- raise funding in sufficient amounts, at the optimal time at reasonable costs;

- maintain risk aappropriate levels and preemptively manage them through a prescribed risk limit system and an early warnit
signal detection system;

- secure stable sources of revenue and minimize actual losses by implementing an effectiladbiissatanagement system
based on diversified sources of funding with varying maturities;

- monitor and manage daily and intlaily liquidity positions and risk exposures for timely payment and settlement of financial
obligations due under both normal and crisis situations;

- conductperiodic contingency analysis in anticipation of any potential liquidity crisis and establish and implement emergenc
plans in case of a crisis actually happening; and

- consider liquidityrelated costs, benefits of and risks in determining the pricinglofe Gr oupds products a
performance evaluations and approval of launching of new products and services.

As for any potential liquidity shortage at or near the end of each month, Shinhan Card maintains liquidity at a leeel $oiffici
withstand credit shortage for three months. In addition, Shinhan Card manages liquidity risk by defining and managng vario
indicators of liquidity risk, such as the actual liquidity gap ratio (in relation to the different maturities for assety@®d to
liabilities), the liquidity buffer ratio, the maturity repayment ratio, the ratio of actual funding compared to budgebegd &mnad
theratioofassdt acked securities to total borrowings,riastkodi fafnedr &
also has contingency plans in place in case of any emergency or crisis.
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4. Financial risk management (continued)

Contractual maturities for financial instruments including cash flows of principal and interest and off balaribe@dfer 31
2018 and 2017 are as follows:

2018
Less than 1~-3 6 months 1-5 More than
month months  3~6 month:  ~ 1 year years 5 years Total

Non-derivative financial

instruments:
Assets:
Cash and due from banks

amortized cost W 14,451,360 796510 905,259 1,196,790 1,526 57,25¢ 17,408,711
Due from bankst fair

value through profit o

loss 115,47¢ 131,712 518,109 105,359 6,053 - 876,70¢
Loans affair value

through profit or loss 290,72 388,21¢ 42,550 201,591 257,873 48,982 1,229,93:
Loans at amortized cos 34,025,58: 34,254,06! 45,151,571 68,239,781 87,760,434 66,889,55.  336,320,99
Securitiesat fair value

through profit or loss 36,043,89. 41,287 35677 403,849 1,572,268  3,351,68: 41,448,65!
Securities at fair value

through other

comprehensive incon 37,519,81: 12,09z 5,145 20,291 255,091 507,92( 38,320,35:
Securities at amortized

cost 505,417 1,378,52¢ 481193 2,270,447 15,067,164  16,896,83: 36,599,57'
Other financial assets 15,130,59' 5,629 19,173 433,060 92,753 1,215,95: 16,897,16

W 138,082,87  37,008,03¢ 47,158,677 72,871,16€ 105,013,162  88,968,18: 489,102,10

Liabilities:
Deposits(*2) W 123,166,402 24,736,962 34,096,334 56,060,67C 28,316,31¢ 2,880,197  269,256,88¢
Financial liabilities at fair
value through profit or

loss 1,402,726 193 53 10,403 10,124 - 1,423,499
Borrowings 13,542,317 2,879,693 2,207,56C 2,965,132 5,854,335 2,553,162 30,002,19¢
Debt securities issued 3,779,407 5,433,266 5,633,286 10,468,221 36,694,20C 5,291,240 67,299,62C
Financial liabilities

designated at fair value

through profit or loss 332,249 303,996 171,927 1,061,443 5,552,824 1,113,361 8,535,800
Other financial liabilities 19,423,802 22,744 110,883 146,256 432,277 71,318 20,207,28C

W 161,646,904 33,376,854 42,220,04c 70,712,12E 76,860,07¢ 11,909,27¢  396,725,28%
Off balancé*4):

Finance guarantee

contracts W 4,413,874 - - - - - 4,413,874
Loan commitments and

other 166,498,542 - - - - - 166,498,54.

W 170,912,41€ - - - - - 170,912,41¢€
Derivatives:
Cash inflows W 2,402,504 585,267 814,009 1,110,368 6,223,707 6,746,091 17,881,94¢€
Cash outflows (2,854,430)  (591,008)  (840,579) (1,116,920)  (6,261,239) (6,756,747) (18,420,923
W (451,926) (5,741) (26,570) (6,552) (37,532) (10,656) (538,977)
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4. Financial risk management (continued)

Contractual maturities for financial instruments including cash flows of principal and iraecestf balance as of December 31,
2018 and 2017 are as follows (continued) :

2017
Less than 1~3 6 months 1~5 More than 5
month months  3~6 month: ~ 1 year years years Total
Non-derivative financial
instruments:
Assets:
Cash and due from bankW  19,576,01C 868,907 945,027 1,290,451 8,320 49,767 22,738,482
Trading assets(33 27,327,07¢€ 627,936 247,905 54,631 183,577 31,862 28,472,987
Financial assets designa
at fair value through
profit or loss 2,819,112 35,001 91,487 20,097 364,898 248,609 3,579,204
Loans 29,831,671 34,176,54€ 43,120,32¢ 63,496,597 76,247,244 59,983,675 306,856,061
Available-for-sale
financial assets(*3 37,273,74C 352,098 20,013 2,472,184 408,106 1,598,529 42,124,67C
Held-to-maturity financial
assets 153,833 178,514 309,115 1,672,095 15,018,937 14,954,247 32,286,741
Other financial assets 10,457,00C 13,915 22,999 401,431 1,151,508 104,097  12,150,95C
W 127,438,44: 36,252,917 44,756,874 69,407,48¢ 93,382,59C 76,970,786  448,209,09%
Liabilities:
Deposits(*3 W 130,916,01¢ 21,725,284 31,482,98: 52,440,287 16,137,734 1,940,194 254,642,501
Trading liabilitieg*3) 1,848,490 - - - - - 1,848,490

Financial liabilities
designated at fair value

through profit or loss 303,065 324,807 548,868 916,388 5,106,208 1,098,518 8,297,855
Borrowings 15,286,424 2,543,847 1,655,662 2,823,721 3,658,670 1,844,417 27,812,741
Debt securities issued 2,261,028 3,717,185 3,651,503 10,565,09¢ 30,391,15€ 4,224,471 54,810,441
Other financial liabilities 19,387,718 42,948 137,810 335,104 363,245 59,188 20,326,012

W 170,002,744 28,354,071 37,476,82¢ 67,080,59¢ 55,657,014 9,166,788 367,738,041
Off balancé*4):

Finance guarantee

contracts W 3,267,707 - - - - - 3,267,707
Loan commitments and

other 140,675,467 - - - - - 140,675,467

W 143,943,174 - - - - - 143,943,17¢
Derivatives:
Cash inflows W 3,735,274 790,313 829,659 1,411,010 2,684,189 143,032 9,593,477
Cash outflows (3,324,459) (498,396) (727,887) (1,321,939) (2,594,372) (60,717)  (8,527,770)
W 410,815 291,917 101,772 89,071 89,817 82,315 1,065,707

(*1) These amounts include cash flows of principal and interest on financial asséteanidlliabilities.

(*2) Demand deposits amounting 106,160,833 million andW102,928,642 million as ddecember 312018 and December
31, 2017 are included in the 6Less than 1 monthdé categ

(*3) Shortterm financial instruments that are valwsdnarket prices are classified as the shortest within one month.

(*4) Financial guarantees such as financial guarantee contracts and loan commitments and others provided by the Group :
classified based on the earliest date at which the Group shodiltl the obligation under the guarantee when the
counterparty requests payment.
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4. Financial risk management (continued)

(e) Measurement of fair value

The fair values of financial instruments being traded in an active market are determined by the published market prices of ea
period end. The published market prices of financi al [
notfications. If the market for a financial instrument is not active, such as OTC (Over The Counter market) derivatives, fair
value is determined either by using a valuation technique or independemidttiyd/aluation service.

The Group uses variouslvation techniques and is setting rational assumptions based on the present market situations. Sucl
valuation techniques may include wusing recent armdés | en
available, reference to the cumtefair value of another instrument that is substantially the same, discounted cash flow analysis

and option pricing models.

The Group classifies and discloses fair value of financial instruments into the followingdetneehierarchy:

T Level 1:Financial instruments measured at quoted prices from active markets are classified as fair value level 1.

T Level 2: Financial instruments measured using valuation techniques where all significant inputs are observable market da
are classified as level 2.

1 Level 3: Financial instruments measured using valuation techniques where one or mdstgnjfuts are not based on
observable market data are classified as level 3.
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4. Financial risk management (continued)

(e) Measurement of fair value (continud)
i) Financial instruments measured at fair value

- The fair value hierarchy of financial assets presented at their fair values in the statements of financial posibecersldr
31, 2018 and 2017 are as follows:

2018
Level 1 Level 2 Level 3 Total
Financial assets
Due from banksneasured at FVTPL W - 57,23€ 813,42( 870,65¢
Loan receivables measured at FVTPL - 891,63¢ 317,55¢ 1,209,19¢
Financial assets at FVTPL.:
Debt securitiesnd other securities 5,084,76: 29,552,42¢ 5,497,76¢ 40,134,96:
Equity securities 528,11: 143,13¢ 493,81¢ 1,165,07(
Gold deposits 154,881 - - 154,881
Derivative assets:
Trading 62,27¢ 1,548,76¢ 116,277 1,727,32:
Hedging - 61,70€ 4,586 66,292
Securitiesmeasured at FVOCI:
Debt securities 10,532,24: 27,095,55! 49,84¢ 37,677,64!
Equity securities 135,86¢ - 500,65¢ 636,52¢
W 16,498,14¢ 59,350,47( 7,793,93: 83,642,54¢
Financial liabilities:
Financialliabilities measured at FVTPL:
Securities sold W 961,372 - - 961,372
Gold deposits 458,934 - - 458,93/
Financial liabilities designated at fair val
through profit or loss:
Derivativescombined securities - 1,702,06: 6,833,73] 8,535,80(
Derivative liabilities:
Trading 116,16(C 1,444 54" 285,96~ 1,846,67(
Hedging - 232,10z 361,12 593,222
W 1,536,46¢ 3,378,71( 7,480,82: 12,395,99¢
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4. Financial risk management (continued)

i) Financial instruments measured at fair value

- The fair value hierarchy of financial assets presented at their fair values in the statements of financial positioneashef Dec
31, 2018 and 2017 are as follows:

2017
Level 1 Level 2 Level 3 Total
Financial assets
Trading assets:
Debt securities W 5,897,89¢ 17,479,03: 263,71¢ 23,640,64¢
Equity securities 1,350,88¢ 2,872,43] 411,02¢ 4,634,35:
Gold deposits 189,291 - - 189,291
Financial assets designated at fair value
through profit or loss:
Debt securities and others 569,25¢ 1,509,02: 266,41¢ 2,344,70:
Equity securities 3,475 948,70¢ 282,17¢ 1,234,35¢
Derivative assets:
Trading 31,85¢€ 2,955,377 293,54( 3,280,77¢
Hedging - 117,60z 1,800 119,40z
Available-for-sale financial assets:
Debt securities 10,493,48: 26,286,17! 406,89¢ 37,186,55:
Equity securities 427,227 613,61¢ 3,889,54. 4,930,38¢
W 18,963,38! 52,781,96¢ 5,815,11«¢ 77,560,46¢
Financial liabilities:
Trading liabilities:
Securities sold W 1,413,90¢ - - 1,413,90¢
Gold deposits 434,58¢ - - 434,58¢
Financial liabilities designated at fair val
through profit or loss:
Securities sold 36,97: - - 36,97%
Derivativescombined securities - 986,882 7,273,75¢ 8,260,63¢
Derivative liabilities:
Trading 20,73¢€ 2,706,24¢ 77,847 2,804,83¢
Hedging - 257,66¢ 425,16: 682,827
W 1,906,20: 3,950,79¢ 7,776,76! 13,633,76(
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4. Financial risk management (continued)

- Changes in carrying values of financial instruments classified as Level 3 fpedheendedDecember 312018 and?017 are
as follows:

2018
Securities Financial
Financial Financialasset at fair value liabilities
asset designated at fa  through other Derivative  designated at fa
at fair value value through  comprehensive assets and value through
through profit or los.  profit or loss profit or loss liabilities, net  profit or loss
Beginning balance ~ w 5,831,36¢ 152,091 621,207 (250,662 (7,273,754
Recognized in total
comprehensive incon
for the year:
Recognized in profit
(loss) for the
year(*1) 359,16( 3,39C 4,692 (128,816 10,09C
Recognized in other
comprehensive
income (lossjor the
year - - 29,38¢ - 235
359,16( 3,39C 34,08C (128,816 10,32&
Purchase 2,143,85: - 2,510 2,236 -
Issue - - - - (7,127,670
Settlement (1,212,202 (155,481 (107,292 (148,987 7,557,36:
Transfer in(*2) 1,370 - - 6 R
Transfer out(*2) (985) - - - -
Ending balance W 7,122,56¢ - 550,50¢ (526,223 (6,833,737
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4. Financial risk management (continued)

- Changes in carrying values of financial instruments classified as Level 3 fgedahsendedDecembei31, 2018 and 2017 are
as follows (continued):

2017
Financial
Financial assets  Available-for- liabilities
designated at sale financial  Derivative assetc  designated at
Trading assets FVTPL assets and liabilities, ne FVTPL
Beginning balance ~ w 82,477 614,03¢ 3,883,44! (492,136 (7,574,327
Recognized in total
comprehensive incon
for the year:
Recognized in profit
(loss) for the
year(*1) 41,127 (9,202) (200,701, 634,43¢ (913,760
Recognized in other
comprehensive
income(loss) for the
year - - (3,149) - -
41,127 (9,202) (203,850, 634,43¢ (913,760
Purchase 589,14 210,85¢ 1,150,90¢ 29,333 -
Issue - - - 4,541 (8,710,656
Settlement (139,562 (267,098 (565,146, (383,873, 9,924,98¢
Transferin(*2) 101,557 - 31,087 28 -
Transfer out(*2) - - - - -
Ending balance W 674,745 548,59¢ 4,296,43¢ (207,669 (7,273,754

(*1) Recognized profit or loss of the changes in carrying value of financial instruments classified as Level gdarséreded
December 312018 and 2017 are included in the accounts of the statements of comprehensive income, of which the
amounts andhe related accounts are as follows:

2018
Recognized profit or loss fro
Amounts recognized in prof the financial instruments he

or loss as ofDecember 31
Net gain (loss) on financial assets at fair value through
profit or loss W 179,65¢ (14,586
Net gainon financial assets designated at fair value thrc
profit or loss 10,09( 392,09¢
Net gain on securities at fair value through other
comprehensive income 2,57E -
Reversal of (povision fo credit loss allowance 17 (28)
Otheroperating expenses 56,17¢ 57,317
W 248,51¢ 434,79¢
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4. Financial risk management (continued)

- Changes in carrying values of financial instruments classified as Level 3 fgediseendedDecember 312018 and 2017 are
as follows (continued):

(*1) Recognized profit or loss of the changes in carrying value of financial instruments classified as Level $§darsiveded
December 312018 and 2017 are included in the accounts of the statements of comprehensive income, of which the amou
and e related accounts are as follows (continued):

2017
Recognized profit or loss fro
Amounts recognized in prof the financial instruments he

or loss as ofDecembefl
Trading income W 843,657 121,64
Loss on financial instruments designate&4TPL (922,962 (129,654
Gain on disposal of availabfer-sale financial assets 17.19* 977
Impairment losses on financial assets (180,206 (180,206
Other operating expenses (205,780 (216,135
W (448,098 (403,375

(*2) Changes ievels for the financial instruments occurred due to the change in the availability of observable market data. Tt
Group reviews the levels of financial instruments as of the end of the reporting period considering the related events &
circumstances ithe reporting period.
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4. Financial risk management (continued)

- Valuation techniques and inputs used in measuring the fair value of financial instruments classified as levBleZemludr
31, 2018 are as follows:

Valuation Carrying
Type of financial instrument technique Value Significant inputs
Assets
Financial asset at fair value throug
profit or loss
Debt securities DCF(*1), W 30,501,30: Discount rate
Equity securities NAV(*2) 143,13¢ Price of underlying assets
30,644,44(
Derivative assets
Trading Option model, 1,548,76¢ D|S(|:0L_J|!1t rate, fkore_lgn exchan%e_ rate
Hedain DCF(*1) volatility, stock price, commodity
edging 61,70€ index, etc.
1,610,47¢
" . Discount rate, foreign exchange rate
Set(;]urltles at f?}'r va_lue _through DCF(*1), volatility, stock price, commodity
othercomprehensive income 27.095,55!  index, efc.
W 59,350,47(
Liabilities
Financial liabilities designated at . :
fair value through profit or loss DCF(*1) W 1,702,06: Discount rate
Derivative liabilities
Trading ; 1,444,54¢ Discount rate, foreign exchange rate
. ggt::czillTodel, volatility, stock price, commodity
Hedging 232,10z index, etc.
1,676,64
W 3,378,71(

(*1) DCF : Discounted cash flow
(*2) NAV : Net asset value
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4. Financial risk management (continued)

- Valuation techniques and significant inputs, but not observable, used in measuring the fair value of financial instrument
classified as level 3 as biecember 3,12018are as follows:

Valuation Carrying
Type of financial instrumer  technique valug*2) Significant unobservable inputs Range
Financial assets
Financial asset at fair value
through profit or loss
DCF, The volatility of the underlying asset 16.39%~42.56%
Debt securities Option W  6,628,74% Correlations 1.26%~39.45%
model(*1) 0.00%
Equity securities DCF, NAV 493816 'he vmatlhté;:ré?;t ilér;(ierlylng assel ggg?ﬁ;;l}j;())?/‘;@
7,122 ,56¢
Derivative assets
Equity and foreign Option The volatility of the underlying asset ~ 2.20%~38.00%
exchange related model(*1) 43,18¢ Correlations 12.00%~82.00%
The volatility of the underlying asset ~ 0.00%~1.00%
Interest rates related Option Regression coefficient 0.42%~1.65%
model(*1) 44,84¢ Correlations 44.93%~91.00¥
Credit and commodity Option The volatility of the underlying asset ~ 1.00%~33.00%
related model(*1) 32,82 Correlations 33.00%~67.00%
120,868
Securities at fair value
through other
comprehensive income
Debt securities DCF 49,84¢€ Discount rate 8.43%~17.40%
Equity securities NAV 500,65¢ Growth rate 0.00%~3.00%
550,50t
W 7,793,93:
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4. Financial risk management (continued)

- Valuation techniques and significant inputs, but not observable, used in measuring the fair value of financial instrument
classified as level 3 as Blecember 312018are as followgcontinued)

Valuation Carrying Significant unobservable
Type of financial instrumer technique Type valug*2) inputs Range
Financial liabilities
Financial liabilities
designated at fair value
through profit or loss
. The volatility of the
. Option - . 0.00%~107.00%
Equity related model(*1) W 6,833,731 urgjsrrrlgllggiﬁzet 42 00%~93%
Derivative liabilities
Equity and foreign Option The volatility of the 2.20%~98.00%
199,504 underlying asset : :
exchange related model(*1) Correlations -3.00%~82.00%
Opion Tinderying asser  0.00%~33.00%
Interest rates related model(*1) 374,97¢ Regression coefficient 0.42%~2.77%
Correlations 28.15%~91.00%
Credit and commodity ~ Option 79 605 The volatility of the 1.00%~107.00%
" ,60E underlying asset
related model(*1) Correlations -20.00%~93.00%
647,08
W 7,480,82:

(*1) Option model that the Group uses in derivative valuation includes Babkles model, HuNVhite model, Monte Carlo
simulation, etc.

(*2) There is no disclosure for valuation techniques and input variables related to items where theaaoyimgs recognized
as a reasonable approximation of fair value and the carrying amount is disclosed at fair value.
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4. Financial risk management (continued)

- Sensitivity analysis for fair value measurements in Level 3

Although the Group believes this estimates of fair value are appropriate, the use of different methodologies or assumptions
could lead to different measurements of fair value.

For level 3 fair value measurement, changing one or more of the unobservable inputs used to reasonably possible alternat
assumptions would have the following effects on profit or loss, or other comprehensive inconigeasrmber 312018 and
2017.

2018
Favorable Unfavorable
changes changes
Financial assets:
Effects on profit or loss for the period(*1):
Financial asset at fair value through profit or loss W 45,76 (20,662)
Derivative assets 28,115 (27,201)
73,875 (47,863)
Effects on other comprehensive income for the period:
Securities at fair value through other comprehensive income(*2) 23,885 (17,231)
W 97,760 (65,094)
Financial liabilities:
Effects on profit or loss for the period(*1):
Financialliabilities designated at fair value through profit or loss W 112,212 (131,080)
Derivative liabilities 103,938 (88,348)
W 216,150 (219,428)
2017
Favorable Unfavorable
changes changes
Financial assets:
Effects on profit or loss fahe period(*1):
Trading assets W 2,792 (2,742)
Financial assets designated at fair value through profit or loss 1,843 (1,941)
Derivative assets 29,059 (28,077)
33,694 (32,760)
Effects on other comprehensive income for the period:
Available-for-sale financial assets(*2) 39,460 (25,505)
W 73,154 (58,265)
Financial liabilities:
Effects on profit or loss for the period(*1):
Financial liabilities designated at fair value through profit or loss W 72,063 (56,754)
Derivative liabilities 32,770 (33,343)
W 104,833 (90,097)

(*1) Fair value changes are calculated by increasing or decreasing the volatility of the underlying asset
(-10~10%) or correlations10~10%).
(*2) Fair value changes aoalculated by increasing or decreasing discount ratel o) or growth rate (0~1%).
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4. Financial risk management (continued)

i) Financial instruments measured at amortized cost

- The method of measuring the fair value of financial instruments measured at amortized cost is as follows:

Type

Measurementmethods of fair value

Cash and
due from banks

Loans

Securities measured at
amortized cost

Deposits and borrowings

Debt securities issued

The carrying amount and the fair value for cash are identical and most of de
are floating interest rate deposits or next day deposits of atshartinstrument.
For this reason, the carrying valapproximatedair value.

The fair value othe loans is measured by discounting the expected cash flow
market interest rate and credit risk.

The mini mum price between the Korec
is used as a fair value.

The carrying amount and the fair value for demand deposits, cash manay
account deposits, call money as stterin instrument are identical.The fair value
of others ismeasured by discounting the contractual cash flow amntir&et interes
rate that takes into account the residual risk.

Where available, the fair value déposits and borrowings is based on the publis
price quotations in an active market. In case there is no data for anraatiket
price, it is measured by discounting the contractual cash flow at the market i
rate that takes into account the residual risk.
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4. Financial risk management (continued)

i) Financial instruments measured at amortized cost (continued)

- The carrying value and the fair value of financial instruments measured at amortized cdstasmber 312018 and 2017
are as follows:

2018
Carrying value Fair value

Assets:
Deposits measured at amortized cost 14,471,98:! 14,471,92
Loans measured at amortized cost

Retails 125,265,67 126,266,82

Corporations 146,302,46. 147,420,55

Public and other funding loans 2,868,15: 2,891,20:

Loans between banks 3,579,16¢ 3,580,57¢

Credit card 21,594,01 21,930,17-
Securities measured at amortized cost

Government bonds 18,000,45: 18,974,41.

Financial institution bonds 2,171,62: 2,195,42!

Debentures 8,306,05¢ 8,506,85:
Other financial assets 16,837,14: 16,859,98!

359,396,73 363,097,92:

Deposit labilities:

Demand deposits 106,160,83. 106,160,83.

Time deposits 139,644,76. 139,580,31

Certificate of deposit 9,247,08t 9,298,45

Issued bill deposit 4,087,53( 4,087,33!

CMA deposits 4,084,70¢ 4,084,70¢

Other 1,775,26¢ 1,775,27¢
Borrowing debts

Call-money 1,425,16: 1,425,16:

Bills sold 14,53¢ 14,50¢

Bonds sold under repurchase agreements 7,472,45¢ 7,472,45¢

Borrowings 20,906,38! 20,986,51!
Debts:

Borrowings in won 54,769,67! 55,240,46'

Borrowings in foreign currency 8,458,02¢ 8,265,84.

Other financial liabilities 20,545,18: 20,233,921

378,591,61 378,625,80

88




SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Notes to theConsolidatedFinancial Statements
December 312018and 2017
(In millions of won)

4. Financial risk management (continued)

i) Financial instruments measured at amortizaxst (continued)

- The carrying value and the fair value of financial instruments measured at amortized cost as of December 31, 2018 and 20
are as follows:

2017
Carrying value Fair value
Assets:
Loans:
Retails W 111,609,28 111,275,34
Corporations 138,712,23. 139,243,91
Public and other funding loans 2,288,64 2,296,66¢
Loans between banks 2,965,72° 2,956,29:
Credit card 19,989,87: 20,216,333
Held-to-maturity securities:
Government bonds 15,164,13: 15,556,04:
Financial institution bonds 2,708,14¢ 2,694,12:
Debentures 7,118,39¢ 7,140,16t
Other financial assets 12,041,30. 12,038,31!
W 312,597,75! 313,417,20.
Deposit liabilities:
Demand deposits w 102,928,64. 102,928,64
Time deposits 129,483,26/ 129,358,20.
Certificate of deposit 7,583,36! 7,622,79¢
Issued bill deposit 3,423,45¢ 3,423,32(
CMA deposits 4,197,14 4,197,14
Other 1,803,35: 1,803,04
Borrowing debts:
Call-money 856,81 856,81
Bills sold 13,60¢ 13,58(
Bonds sold under repurchase agreements 9,056,23: 9,056,23:
Borrowings 17,659,96! 17,670,21
Debts:
Borrowings in won 44,961,87. 44,871,64
Borrowings in foreign currency 6,378,95( 6,406,04t
Other financialiabilities 20,205,31: 20,179,54.
W 348,551,96 348,387,23
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4. Financial risk management (continued)

- The fair value hierarchy of financial assets and liabilities which are not measured at their fair values in the statements

financial position but with their fair value disclosed aPetember 312018 and 2017 are as follows:

Assets:
Deposits measured at amortized cost W

Loans measured at amortized cost
Retails
Corporations
Publicand other funding loans
Loans between banks
Credit card

Securities measured at amortized cost
Government bonds
Financial institution bonds
Debentures

Other financial assets

Deposit liabilities:
Demand deposits W
Time deposits
Certificate of deposit
Issued bill deposit
CMA deposits
Other

Borrowing debts:
Call-money
Bills sold
Bonds sold
under repurchase agreements
Borrowings

Debts:
Borrowings in won
Borrowings in foreign currency
Other financial liabilities

2018

Level 1 Level 2 Level 3 Total
3,105,58t¢ 10,587,08 779,24¢ 14,471,92I
- - 126,266,82 126,266,382
- - 147,420,55 147,420,55
- - 2,891,20:; 2,891,20:
590 2,498,19: 1,081,79: 3,580,57¢
- - 21,930,17. 21,930,17:
7,887,13! 11,087,27 - 18,974,41.
719,92t 1,475,501 - 2,195,42¢
- 8,423,80! 83,04 8,506,85:
74,62t 11,606,36 5,178,99: 16,859,98!I
11,787,86: 45,678,23  305,631,82 363,097,92:
1,136,61( 104,998,30 25,91¢ 106,160,83.
- - 139,580,31 139,580,31
- - 9,298,45 9,298,45
- - 4.087,33i 4.,087,33¢
- 4,084,70! - 4,084,70¢
1,665,09( - 110,18¢ 1,775,27¢
465,00( 960,16: - 1,425,16:
- - 14,50¢ 14,50¢
5,243,21 - 2,229,24. 7,472,45¢
- 123,87- 20,862,64 20,986,511
- 36,335,87 18,904,58 55,240,46'
- 5,558,522 2,707,31! 8,265,84.
74,63¢ 6,630,72! 13,528,55 20,233,922
8,584,55! 158,692,18 211,349,06 378,625,80.
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4. Financial risk management (continued)

- The fair value hierarchy of financial assets and liabilities which are not measured at their fair values in the statements
financial position but with their fair value disclosedaiecember 31, 2018 and December 31, 2017 are as follows:

2017
Level 1 Level 2 Level 3 Total

Assets:
Loans:

Retails - - 111,275,34 111,275,34

Corporations - - 139,243,91 139,243,91

Public and other funding loans - - 2,296,66! 2,296,66¢

Loans between banks 3,06t 845,56’ 2,107,66: 2,956,29:

Credit card - - 20,216,33 20,216,33:
Held-to-mature securities:

Government bonds 6,915,06° 8,640,98: - 15,556,041

Financial institution bonds 936,06 1,758,05 - 2,694,12:

Debentures - 7,140,161 - 7,140,16t

Other financial assets 79,88¢ 6,832,56' 5,125,85. 12,038,31!

7,934,08! 25,217,33  280,265,77 313,417,20

Deposit liabilities:

Demand deposits 1,185,91: 101,742,73 - 102,928,64.

Time deposits - - 129,358,20 129,358,20:

Certificate of deposit - - 7,622,791 7,622,79¢

Issued bill deposit - - 3,423,32 3,423,32(

CMA deposits - 4,197,141 - 4,197,14¢

Other 1,736,92! - 66,11¢ 1,803,04
Borrowing debts:

Call-money 295,00( 561,81 - 856,81

Bills sold - - 13,58( 13,58(

Bonds sold

under repurchase agreements 5,663,84¢ - 3,392,38! 9,056,23:

Borrowings - 4,90¢ 17,665,31 17,670,211
Debts:

Borrowings in won - 29,447 ,27 15,424,37. 44,871,64

Borrowings in foreign currency - 4,175,13 2,230,91: 6,406,04¢

Other financial liabilities 84,66¢ 5,642,14. 14,452,73 20,179,54.

8,966,35. 145,771,14  193,649,73 348,387,233
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4. Financial risk management (continued)

- For financial instruments not measured at fair value in the statement of financial position but for which the fair value is
disclosed, information on valuation technique and inputs used in measuring fair value of financial instruments classified a
level 2 orlevel 3 at December 31, 2018 and 2017 are as follows:

2018
Valuation
Fair value(*2) technique Inputs
Financial instruments classified as level 2 :
Assets
Due from banksneasured at amortized co:W 10,587,08t¢ DCF(*1) Discountrate
. . Discount rate, credit spread,
Loans measured at amortized cost 2.498.19: DCF(*1) prepayment rate
Securities measured at amortized cost 20,986,58" DCF(*1) Discount rate
Other financial assets 11,606,36¢ DCF(*1) Discount rate
W 45,678,23!
Liabilities
Deposits W 109,083,01- DCF(*1) Discount rate
Borrowings 1,084,03¢ DCF(*1) Discount rate
Debt securities issued 41,894,40¢ DCF(*1) Discount rate
Other financial liabilities 6,630,72¢ DCF(*1) Discount rate
W 158,692,18:
Financial instruments classified as level 3 :
Assets
Due from banksneasured at amortized co:W 779,24¢ DCF(*1) Discount rate
. . Discount rate, credit spread,
Loans measured at amortized cost 299,590 54 DCF(*1) prepayment rate
Securities measured at amortized cost 83,044 DCF(*1) Discount rate
Other financial assets 5,178,99:
W 305,631,828
Liabilities
Deposits W 153,102,21- DCF(*1) Discount rate
Borrowings 23,106,39: DCF(*1) Discountrate
Discount rate,
Debt securities issued DCF(*1) regression coefficient,
21,611,90: correlation coefficient
Other financial liabilities 13,528,55° DCF(*1) Discount rate

W 211,349,06!
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4. Financial risk management (continued)

- For financial instruments not measured at fair value in the statement of financial position but for which the fair value is
disclosed, information on valuation technique and inputs used in measuring fair value of financial instruments classified a
level 2 orlevel 3 at December 31, 2018 and 2017 are as follows:

Financial instruments classified as level 2 :

Assets
Loans

Held-to-maturity financial assets
Other financial assets

Liabilities
Deposits
Borrowings
Debt securities issued
Other financial liabilities

Financial instruments classified as level 3 :

Assets
Loans
Other financial assets

Liabilities
Deposits
Borrowings
Debt securitiesssued

Other financial liabilities

(*1) DCF : discounted cash flow

3

2017
Valuation
Fair value(*2) technique Inputs
. Discount rate, credit spread,
845,567 DCF(*1) prepayment rate
17,539,20: DCF(*1) Discount rate
6,832,56' DCF(*1) Discount rate
25,217,33!
105,939,871 DCF(*1) Discount rate
566,71¢ DCF(*1) Discountrate
33,622,40° DCF(*1) Discount rate
5,642,14: DCF(*1) Discount rate
145,771,14
. Discount rate, credit spread,
275,139,92! DCF(1) prepayment rate
5,125,85¢ DCF(*1) Discount rate
280,265,77!
140,470,43 DCF(*1) Discount rate
21,071,27° DCF(*1) Discount rate
Discount rate,
DCF(*1) regression coefficient,
17,655,28t correlation coefficient
14,452,73¢ DCF(*1) Discount rate
193,649,73

(*2) Valuationtechnigues and inputs are not disclosed when the carrying amount is a reasonable approximation of fair value

Changes in the difference between the fair value at initial recognition (the transaction price) and the value using thodels wi
unobservable inpstfor the years ended December 31, 2018 and 2017

Beginning balance

Deferral on new transactions
Recognized in profit for the year
Ending balance

2018 2017
W (137,393 (89,695
(91,625 (108,832
102,90 66,06
W (126,111 (132,464
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4. Financial risk management (continued)

(f) Classification by categories of financial instruments

Financial assets and liabilities are measured at fair value or amortized cost. The financial instruments measurdaeatfair va
amortized costs are measured i n accorwhiehnaccedesaibed m Natehde Gr o
Measuement of fair value.

The carrying amounts of each category of financial assets and financial liabilibes@asber 312018 and 2017 are as follows:

2018
Derivatives
held for
hedging Total

FVTPL FVOCI Amortized cos

Assets:

Cash and due from
banks at amortized
cost

Due from banks at
fair value through
profit or loss

Securities at fair
value through profit
or loss

Loans at faivalue
through profit or
loss

Derivatives

Securities at fair
value through other
comprehensive
income

Securities at
amortized cost

Loans at amortized
cost

Other

W -

870,65¢

41,454,91¢

1,209,19¢
1,727,32:

- 17,348,62¢

38,314,17( -
- 28,478,13¢

- 299,609,47.
- 16,837,14:

66,292

17,348,62¢

870,65¢

41,454,91¢

1,209,19¢
1,793,61%

38,314,17(
28,478,13¢

299,609,47:
16,837,14:

W 45,262,08°

38,314,17( 362,273,37!

66,292

445,915,92-
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4. Financial risk management (continued)

(f) Classification by categories of financial instruments (continued)

The carrying amounts of each category of financial assets and financial liabilities as December 31, 2018 and 201 6wse as foll

2018
Financial
FVTPL liabilities
liabilities measured at  Derivatives held
FVTPL designated amortized cost for hedging Total
Liabilities:

Deposits W - - 265,000,19( - 265,000,19(
Financial liabilities

at fair value

through profit or

loss 1,420,30¢ - - - 1,420,30¢
Financial liabilities

designated at

FVTPL - 8,535,80( - - 8,535,80(
Derivatives 1,846,66¢ - - 593,22: 2,439892
Borrowings - - 29,818,54: - 29,818,54.
Debt securities

issued - - 63,227,69¢ - 63,227,69¢
Other - - 20,545,18: - 20,545,18:

W 3,266,97¢ 8,535,80( 378,591,61: 593,22: 390,987,611
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4. Financial risk management (continued)

(f) Classification by categories of financial instruments (continued)

The carrying amounts of each category of financial assets and financial liabilities as December 31, 2018 and 201 6wse as foll

2017
Derivatives
Trading FVTPL Loans and held for
assets assets AFS HTM receivable hedging Total
Assets:
Cash and due fron
banks W - - - - 22,668,59¢ - 22,668,59¢
Trading assets 28,464,29¢ - - - - - 28,464,29¢
Financial assets
designated at
FVTPL - 3,579,057 - - - - 3,579,057
Derivatives 3,280,77¢ - - - - 119,40¢ 3,400,17¢
Loans - - - - 275,565,76! - 275,565,761
AFS financial
assets - - 42,116,93° - - - 42,116,93°
HTM financial
assets - - - 24,990,68( - - 24,990,68(
Other - - - - 12,041,30: - 12,041,30:
W 31,745,07: 3,579,057 42,116,93° 24,990,68( 310,275,66! 119,40: 412,826,81I
2017
Financial
liabilities
FVTPL measured at  Derivatives held
Trading liabilities liabilities amortized cost for hedging Total
Liabilities:
Deposits W - - 249,419,22 - 249,419,22:
Trading liabilities 1,848,49( - - - 1,848,49(
Financial liabilities
designated at
FVTPL - 8,297,60¢ - - 8,297,60¢
Derivatives 2,804,83¢ - - 682,827 3,487,66!
Borrowings - - 27,586,61( - 27,586,61(
Debt securities
issued - - 51,340,82: - 51,340,82:
Other - - 20,205,31: - 20,205,31:
W 4,653,32¢ 8,297,60¢ 348,551,96° 682,827 362,185,72
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4. Financial risk management(continued)

(9) Transfer of financial instruments

i) Transfers that do not qualify faterecognition

- Bonds sold under repurchase agreements as of December 31, 2018 and 2017 are as follows:

2018
Transferred asset:
Securities at FVTPL w 6,711,060
Securities at FVOCI 688,593
Securities at amortized cost 156,066
Loans at FVTPL -
Loans at amortized cost -
W 7,555,719
Associated liabilities:
Bonds sold under repurchase agreements W 7.167.364
2017
Transferred asset:
Financial assets at fair value through profit or loss W 7,688,025
Available-for-sale financial assets 1,240,063
Held-to-maturity financial assets 615,352
Loans 51,900
W 9,595,340
Associated liabilities:
Bonds sold under repurchase agreements W 9,057,138
- Securities loaned af December 31, 2018 and 2017 are as follows:
2018 2017 Borrowers
KoreaSecuritieg=inanceCorp.,
Government bonds W 1,216,38: 495,737 Korea Securities Depositognd
others
Financial institutions bonds KoreaSecurr_u_eQ:lnance(;orp.,
409,831 319,581 Korea Securities Depository
Equity securities 6,029 34,87C KoreaSecuritiesFinanceCorp.
W 1,632,24: 850,18¢

i) Financial instruments qualified for derecognition and continued involvement

There was ndinancial instruments which qualify for derecognition and in which the Group has continuing involvements as of

December 31, 2018, and 2017.
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4. Financial risk management(continued)

(h) Offsetting financial assets and financialiabilities

Financial assets and liabilities subject to offsetting, enforceable master netting arrangements and similar agree Deotsrdenf31, 2018 and 2017 are as follows:

2018
Grossamounts of Net amounts of Related amounts not set off in the
Gross amounts of recognized financial financial assets statement of financial position
recognized financial liabilities set off in presented in the Financial Cash collateral Net amount
assets/ liabilities the statement of statement of . ;
financial position financial position Instruments received

Assets:
Derivatives(*1) W 1,730,82¢ - 1,730,82¢
Other financial instruments(*1) 7,476,50¢ 1,268,77¢ 6,207,72¢ 6,746,64( 26,638 1,165,27¢
Bonds purchased under repurchase agreements(*2) 12,945,38( - 12,945,38( 12,557,02¢ - 388,35t
Securities loaned(*2) 1,827,06¢€ - 1,827,06¢€ 1,246,157 - 580,90¢
Domestic exchange settlement debit(*3) 32,647,367 26,502,61( 6,144,757 74,552 - 6,070,26
Receivables from disposal of securities(*4) 22,906 519 22,387 - - 22,387
Insurance receivables 8,014 - 8,014 4,872 - 3,142

W 56,658,06¢ 27,771,90¢ 28,886,15¢ 20,629,24¢ 26,638 8,230,274
Liabilities:
Derivatives(*1) W 11,858,10¢ - 11,858,10¢
Other financial instruments(*1) 6,594,97¢ 1,268,77¢ 5,326,20(C 7,850,21¢ ) 9,334,09¢
Bonds purchased under repurchase agreements(*2) 7,170,744 - 7,170,744 7,170,744 - -
Securities borrowed(*2) 936,70% - 936,70% 936,705 - -
Domestic exchange settlement pending(*3) 27,647,18¢ 26,502,61: 1,144,524 1,090,80¢ - 53,766
Payable from purchase of securities(*4) 552 519 33 33 - -
Insurance payables 4,984 - 4,984 4,871 - 113

W 54,213,257 27,771,90¢ 26,441,38 17,053,371 - 9,387,977
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4. Financial risk management(continued)

(h) Offsetting financial assets and financial liabilities (continued)

Financial assets and liabilities subject to offsetting, enforceable master netting arrangemsntdarareements as of December 31, 2018 and 2017 are as follows:

2017
Gross amounts of Net amounts of Related amounts not set off in the
Gross amounts of recognized financial financial assets statement of financial position
recognized financial liabilities set off in presented in the Financial Cash collateral Net amount
assets/ liabilities the statement of statement of . ;
financial position financial position Instruments received

Assets:

Derivatives(*1) W 3,219,98: - 3,219,98: c

Other financial instruments(*1) 5,911,577 1,535,61¢ 4,375,9@ 5,626,79¢ 318,813 1,650,383
Bonds purchasednder repurchase agreements(*2) 12,861,51¢ - 12,861,51¢ 12,312,131 - 549,383
Securities loaned(*2) 850,188 - 850,188 633,407 - 216,781
Domestic exchange settlement debit(*3) 33,367,00¢ 30,367,42¢ 2,999,581 79,882 - 2,919,69¢
Receivables from disposal of securities(*4) 15,568 1,152 14,416 - - 14,416
Insurance receivables 6,807 - 6,807 3,376 - 3,431

W 56,232,642 31,904,19: 24,328,489 18,655,591 318,813 5,354,046

Liabilities:

Derivatives(*1) W 12,625,941 - 12,625,941 -

Other financial instruments(*1) 5,195,26( 1,535,656 3,659,6% 6,378,052 ) 9,907,53
Bonds purchased under repurchageeements(*2) 9,057,13¢ - 9,057,13¢ 9,057,13¢ - -
Securities borrowed(*2) 1,450,877 - 1,450,877 1,450,877 - -
Domestic exchange settlement pending(*3) 32,202,23¢ 30,367,42¢ 1,834,811 1,763,331 - 71,480
Payable from purchase sécurities(*4) 1,519 1,152 367 326 - 41
Insurance payables 3,376 - 3,376 3,376 - -

W 60,536,341 31,904,12 28,632,15 18,653,10( - 9,979,05

(*1) The Group has certain derivative transactions subject to the ISDA (International Derivatives Swaps and Dealers Asgoe&tienj.a According to the ISDA agreement, when credit events (e.g. default)
of counterparties occur, all derivative agreements are terminated and set off.

(*2) Resale and repurchase agreement, securities borrowing and lending agreement are also similar to ISDA agreement witbnfespeable netting agreements.

(*3) The Group ks legally enforceable right to set off and settles financial assets and liabilitieebhasis under normal business terms. Therefore, domestic exchanges settlement receivables (payables)
recorded on a net basis in the consolidated statemefsuoial position.

(*4) Receivables and payables related to settlement of purchase and disposition of enlisted securities are offsetamduheisgiresented in the consolidated statement of financial position because the

Group currently has legally enforceable right to set off the recognized amounts and intends to settle on a net basis.
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4. Financial risk management(continued)

(i) Capital risk management

The controlling company, banks or other financial institutions conducting banking business as prescribed in the Financi
Holding Company Act, isequired to maintain a minimum consolidated equity capital ratio of 8.0%.

AConsolidated equity <capital rati oo i s def-wegkted assets oh & e
consolidated basis, determined in accordance with thenéisdaServices Commission requirements that have been formulated
based on Bank of International Settlement standarisEqui ty capi tal o6, as applicable t ¢

the sum of Common Equity Tier 1 capital (including common stsbkre premium resulting from the issue of instruments
classified as common equity Tier 1, retained earnings, etc.), Additional Tier 1 capital (with the minimum set of criéeria for

i nstrument iissued by the Gr ouijal(liboprovicelass absorptiorean a geqmecerp agisy a | 6
less any deductible items (including goodwill, income tax assets, etc.), each as defined under the Regulation on tl@Supervis
of Financi al Hol d-we g gBbemd a as e sthe suin ai Reedit disvieighte@ abseta and market risk

weighted assets.

The capital adequacy ratio of the Group as of December 31, 2018 and 2017 are as follows:

2018 2017

Capital:
Tier | common equity capital W 28,696,26' 26,756,50!
Additional tier 1 capital 1,981,60¢ 916,38!
Tier | capital 30,677,871 27,672,89.
Tier Il capital 3,315,18! 3,040,57.
Total capital (A) W 33,993,06: 30,713,46:
Total riskweighted assets (B) W 228,678,10: 207,768,63
Capitaladequacy ratio (A/B) 14.81% 14.78%
Tier | capital adequacy ratio 13.2% 13.32%
Common equity capital adequacy ratio 12.5%5% 12.88%

As of December 31, 2018 and 2017, the Group met the regulatory capital ratio above 8%.
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5. Significant estimates and judgments

The preparation of consolidated financial statements requires the application of certain critical estimates and judgivertts rel
the future. Management s esti mated o wahge mm@eacountng estinaté ise r
recognized prospectively in profit or loss in the period of the change, if the change affects that period only, or tioé theriod
change and future periods, if the change affects both.

(a) Estimation of impairment ajoodwill

The Group reviews the goodwill annually in accordance with the accounting policy in Note 3. The recoverable amount of the
cashgenerating unit (group) was determined based on the-imluge calculation. These calculations are based on estimates

(b) Income taxes

The Group is subject to tax laws from various countries. In the normal course of business, there are various typesarfdransa
and different accounting methods that may add uncertainties to the decision of the final incomeTtag&sroup has recognized
current and deferred taxes that reflect tax consequences based on the best estimates in which the Group expectd,taethe end
reporting period, to recover or settle the carrying amount of its assets and liabilities. H@e®adrincome taxes in the future
may not be identical to the recognized deferred tax assets and liabilities, and this difference can affect currenteahthxdeterr

the period when the final tax effect is determined.

(c) Fair value of financiainstruments

The fair values of financial instruments which are not actively traded in the market are determined by using valuatioegechni
The Group determines valuation teoddit loss allowanggques and assumptions based on significant markettmrlat the

end of each reporting period. Diverse valuation techniques are used to determine the fair value of financial instamments, fr
generic valuation techniques to internally developed valuation models that incorporate various types of assamdptammbles.

(d) Credit loss allowangeguarantees and unused loan commitments

The Group determines and recognizes allowances for losses on debt securities, loans and other receivables measuezll at amc
cost or FVOCI, and recognizes provisions for guarantees and unused loan commitments through impairment testing.
accuracy ofallowances and provisions for credit losses is determined by the estimation of expected cash flows for individuall
assessed allowances, and methodology and assumptions used for collectively assessed allowances and provisions for grou
loans, guarants and unused loan commitments.

(e) Defined benefit obligation

The present value of a defined benefit obligation that is measured by actuarial valuation methods uses various assichptions w
can change according to various elements. The rate usdgidctmunt posemployment benefit obligations is determined by
reference to market yields at the end of the reporting period on high quality corporate bonds. The currency and term of
corporate bonds are consistent with the currency and estimatedftégrenpostemployment benefit obligations. Actuarial gains

and losses including experience adjustments and the effects of changes in actuarial assumptions are recognized in c
comprehensive income. Other significant assumptions related to definefit lndatigations are based oourrent market
situations.
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5. Significant estimates and judgments (continued)

() Hedging relationship

The Group expects a high risk hedging effect throughout the hedging period in designating the hedging relatidrishg
probable that the hedged transaction will be highly probable in the cash flow hedge.

6. Subsidiary investment

@ The summarized financi al information of the controllin
and 2@7 is as follows:

) 2018 2017(*3
Asset Liability Equity Asset Liability Equity
Investee$*1)(*2) balance balance balance balance balance balance
Shinhan Financial

Group(separate) W 30,114,23. 8,464,16: 21,650,06¢ 27,639,78: 7,447,708 20,192,07¢
Shinhan Bank 348,523,61! 324,331,071 24,192,53¢ 324,314,24. 301,660,29! 22,653,94«
Shinhan CardCo., Ltd. 29,429,45¢ 23,427,98¢( 6,001,467 26,367,56: 20,092,44! 6,275,11¢
Shinhaninvestment Corp. 29,140,42° 25,767,85¢ 3,372,56¢ 28,644,28{ 25,391,59¢ 3,252,68¢
Shinhan Life Insuranc€o.,

Ltd. 31,823,63: 30,078,52: 1,745,10¢ 29,719,35¢ 27,987,42° 1,731,93:
ShinhanCapital Co., Ltd. 6,116,58¢ 5,368,26¢ 748,32( 5,315,36¢ 4,603,78¢ 711,58(
Jeju Bank 5,980,94! 5,507,94¢ 472,992 5,562,92¢ 5,158,12: 404,801
Shinhan Credit Information

Co., Ltd. 24,377 8,750 15,627 22,72¢€ 8,144 14,582
Shinhan Alternative

Investment Management Ir 102,07¢ 92,194 9,885 86,90z 76,25C 10,652
Shinhan BNP Paribas Asset

Management Co., Ltd. 173,964 14,841 159,12¢ 174,83¢ 18,28¢ 156,55:
SHC Management Co., Ltd. 9,755 198 9,557 9,438 190 9,248
Shinhan DS 43,09t 23,11¢€ 19,977 39,79¢ 24,44¢€ 15,358
Shinhan Savings Bank 1,454,29( 1,291,01: 163,27¢ 1,287,17( 1,139,53:¢ 147,637
Shinhan AITAS Co., Ltd. 65,72% 7,367 58,35¢€ 58,15¢€ 6,209 51,94¢
Shinhan REITs Managemen

Co., Ltd. 36,29¢ 3,496 32,802 29,31¢ 71 29,24¢
(*1) The consolidated financial statements of the consolidated subsidiaries are based on consolidated financial statement

applicable.
(*2) Trusts, beneficiary certificates, securitization special limited liability companies, associates and guungténvestment
specialists.

(*3) As the accounting treatment for the acquisition of ANZ Retail business by Shinhan Bank Vietnam Co. Ltd was congpleted, t
amount was adjusted retrospectively
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6. Subsidiary investment (continued)

(b) The summarized ncome i nformation of the controlling party and
31, 2018 and 2017 is as follows

) 2018 2017(*3
Operating Net Comprehensi  Operating Net Comprehensi
Investee$*1)(*2) Income Income ve Income Income Income ve Income

Shinhan Financial

Group(separate) W 1519197 1,234,88: 1,234,04¢« 1,008,86¢ 754,727 755,01¢
Shinhan Bank 19,731,71. 2,279,36: 2,333,26¢ 21,240,19¢ 1,712,31¢ 1,496,58:
Shinhan CardCo., Ltd. 3,752,23: 517,761 477,13t 5,186,59: 898,72: 787,95¢€
Shinhan Investment Corp. 5,553,11¢  251,26¢ 269,05¢ 5,558,86: 211,91¢ 195,91(
Shinhan Life Insuranc€o., Ltd. 5,633,67¢ 131,021 150,997 5,997,997 120,642 46,062
ShinhanCapital Co., Ltd. 439,031 103,40( 100,317 351,772 87,647 88,12¢
Jeju Bank 224,76¢€ 27,44¢ 30,57¢ 208,661 25,142 22,05z
Shinhan Credit Informatiogo.,

Ltd. 37,61¢€ 1,392 985 32,83¢€ 340 377
Shinhan Alternativénvestment

Management Inc. 21,59C (780) (780) 29,41C (844) (842)
Shinhan BNP Paribas Asset

Management Co., Ltd. 78,37€ 18,86¢ 18,98C 77,474 19,70& 20,073
SHC Management Co., Ltd. 140 309 309 177 1,036 1,036
Shinhan DS 99,27¢ 1,314 1,525 79,062 1,404 2,482
Shinhan Savings Bank 94,63€ 19,384 18,91¢ 78,51€ 16,80C 16,757
Shinhan AITAS Co., Ltd. 44,72¢ 8,461 8,461 40,781 6,481 6,481
Shinhan REITs Management

Co., Ltd. 7,386 3,564 3,552 70 (752) (752)

(*1) The consolidated financial statements of the consolidated subsidiaries are based on consolidated financial sfatement
applicable.

(*2) Trusts, beneficiary certificates, securitization special limited liability compaagsciates and private equity investment
specialists.

(*3) As the accounting treatment for the acquisition of ANZ Retail business by Shinhan Bank Vietnam Co. Ltd was congpleted, t
amount was adjusted retrospectively.

(c) Change in the scope of consolidat

(1) Change in consolidated subsidiaries foryearended December 31, 2018 are as follows:

Company Description
PT Shinhan Asset Management Indoae  Newly acquiredsubsidiary

Included(2018) ) o
SHINHAN DS VIETNAM CO,LTD Newly investedsubsidiary

(2) Change in consolidated subsidiaries for the year ended December 31, 2017 are as follows:

Company Description
Included(2017) Shinhan REITs Management Newly invested subsidiary

Subsidiaries such as trust, beneficiagrtificate, corporate restructuring fund and private equity fund which are not actually
operating their own business are excluded.
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7. Operating segments

(a) Segment information
The general descriptions by operating segments Becgmber 312018are as follows:

Segment Description

Banking The banking segment offers commercial banking services such
lending to and receiving deposits from corporations and individu
and also includes securities investing and trading and derivative
trading primarily through domestic and overseas bank branches
subsidiaries.

Credit card The credit card segment primarily consists of the credit card
business of Shinhan Card, including its installment finance and
automobile leasing businesses.

Securities Securities segment comprise securities trading, underwriting an
brokerage services.

Life insurance Life insurance segment consists of life insurance services provic
by Shinhan Life Insurance.

Others Leasing, assets management and dilismesses
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7. Operating segments (continued)

(b) The following tables provide information of income and expense for each operating segment forgkeadeddecember
31, 2018 and 2017

2018
Life Consolidatior
Banking Credit card  Securities insurance Others adjustment Total

Net interest income W 5,707,81: 1,583,10( 429,09t 761,742 95,61€ 2,721 8,580,08¢
Net fees and

commission income 850,64¢ 433,04: 388,944 69,780 198,82¢ (2,244) 1,938,991
Allowance provided for

credit loss on financie

assets (250,134, (466,447 (9,226) (13,400) (10,238 1568 (747,877
General and

administrative

expenses (3,098,629 (751,580 (493,906 (227,740, (263,046’ 93,32€ (4,741,575
Other income (expense

net (163,104 74,954 17,962 (409,151 80,857 (131,739 (530,220
Operating income 3,046,59: 873,07C 332,87C 181,231 102,01¢ (36,368) 4,499,41¢
Equity method income

(loss) (977) - 15,22¢€ (1,026) 6,909 (2,646) 17,48¢
Income tax expense 832,494 225,837 95,43¢€ 50,429 59,55€ 4,591 1,268,34¢
Profit for the period W 2,195,26: 629,307 251,26¢ 131,021 49,16€ (57,762 3,198,26¢
Controlling interest W 2,194,95( 630,992 251,265 131,021 49,16€ (100,675 3,156,722
Non-controllinginterests 313 (1,686) 3 - - 42,913 41,543

2017
Life Consolidation
Banking Credit card  Securities insurance Others adjustment Total

Net interest income W 5,107,88¢ 1,501,05¢ 433,047 727,917 69,231 3,816  7,842,95:
Net fees and

commission income 816,79t 359,40¢ 297,71¢ 53,271 180,51C 3,252  1,710,95¢
Impairment losses on

financial assets (674,706 (291,694 (15,752 (13,162) (36,830) 18,59€ (1,013,548
General and

administrative

expenses (3,149,436 (831,927, (444,935 (222,650, (234,649 72,399 (4,811,198
Other income (expense

net (11,556 567,234 (17,2290  (385,226' 53,815 (106,173 100,86¢
Operating income 2,088,98¢ 1,304,07¢ 252,84¢ 160,15C 32,077 (8,110)  3,830,02¢
Equity method income

(loss) 1,306 - 12,081 (910) 8,796 (880) 20,3923
Income tax expense 418,67¢ 285,858 63,472 41,441 32,805 6,153 848,402
Profit for the period W 1,623,42¢ 1,012,75¢ 211,91¢ 120,64z 9,600 (29,136) 2,949,20¢
Controlling interest W 1,623,18¢ 1,027,82: 211,907 120,64z 9,600 (74,340) 2,918,81¢
Non-controlling

interests 241 (15,068) 12 - - 45,204 30,38¢

(*) As the accounting treatment for the acquisition of ANZ Retail business by Shinhan Bank Vietnam Co. Ltd was completed, tl
amount was adjusted retrospectively.
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7. Operating segments (continued)

(c) The following tables provide information of net interest income (expense) of each operating segment fos #edgear
December 31, 2018 and 2017

2018
Life Consolidation
Banking Credit card  Securities insurance Others adjustment Total
Net interest income from:
Externalcustomers W 5,714,56¢ 1,602,84¢ 423,15¢ 762,97¢ 76,53€ - 8,580,08¢
Internal transactions (6,755) (19,749 5,939 (1,236) 19,08C 2,721 -
W 5,707,817 1,583,10( 429,09t 761,74z 95,618 2,721 8,580,08¢
2017
Life Consolidation
Banking Creditcard  Securities insurance Others adjustment Total

Net interest income from:

Externalcustomers W 5,113,58¢ 1,517,39¢ 427,88¢ 727,97t 56,107 - 7,842,95!
Internal transactions (5,696) (16,345 5,159 (58) 13,124 3,816 -
W 5,107,88¢ 1,501,05¢ 433,047 727,917 69,231 3,816 7,842,95:

(d) The following tables provide information of net fees and commission income (expense) of each operatingfeegment
yeass endedDecember 31, 2018 and 2017

2018
Life Consolidation
Banking Creditcard  Securities insurance Others adjustment Total
Net fees and commission
income from:
Externalcustomers W 872,631 464,34z 400,227 77,145 124,652 - 1,938,99:
Internal transactions (21,985) (31,299 (11,283; (7,365) 74,17€ (2,244) -
W 850,64¢ 433,04: 388,944 69,78C 198,82¢ (2,244) 1,938,99:
2017
Life Consolidation
Banking Creditcard  Securities insurance Others adjustment Total
Net fees and commission
income from:
Externalcustomers W 844,34¢ 384,35¢ 306,407 60,555 115,287 - 1,710,95¢
Internal transactions (27,554 (24,948 (8,689) (7,284)  65,22¢ 3,252 -
W 816,79% 359,40¢ 297,71¢ 53,271 180,51 3,252  1,710,95¢
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7. Operating segments (continued)

(e) Financial information of geographical area

The following table provides information of income from external consumers by geographical area for thengears
December 31, 2018 and 2017.

2018 2017
Domestic W 4,023,91¢ 3,504,778
Overseas 475,498 325,246
4,499,414 3,830,0B

(*) As the accounting treatment for the acquisition of ANZ Retail business by Shinhan Bank Vietham Co. ttadnpketed, the
amount was adjusted retrospectively.

The following table provides information of n@urrent assets by geographical area as of December 31, 2018 and 2017.

2018 2017
Domestic W 7,597,26¢€ 7,513,73¢€
Overseas 201,574 199,660
7,798,84( 7,713,39€

(*1) Non-current assets comprise property and equipment, intangible assets and investment properties.
(*2) As the accounting treatment for the acquisition of ANZ Retail business by Shinhan Bank Vietnam Co. Ltd was congpleted, t
amount was adjusted retrospectively.
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8. Cash and due from banks at amortized cost

(a) Cash and due from banks amortized cosis ofDecember 31, 2018re as flows:

2018
Cash and cash equivalents W 2,617,231
Deposits in won:
Reserve deposits 2,360,41¢€
Time deposits 1,346,015
Other 2,271,812
5,978,243
Deposits in foreign currency:
Deposits 5,045,513
Time deposits 2,791,48€
Other 930,977
8,767,97€
Allowance for credit losses (14,824)
W 17,348,62€
(b) Restricted due from banlkd amortized cosis of December 31, 20He as fdows:
2018
Deposits denominated in won:
Reserve deposits W 2,360,41€
Other(*1) 2,182,11¢
4,542,53¢
Deposits denominated foreign currency 1,632,971
W 6,175,50€

(*1) Pursuant to the Regulation on Financial Investment Business, the Group is required to deposit certain portiongaf cigiom
deposits with the Korean Secur i toemswe répaymennotcesto@er depasits and the n
deposits may not be pledged as collateral
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9. Cash and due from banks

(a) Cash and due from banks addscember 31, 20are as fows:

2017
Cash and cash equivalents W 1,792,527
Deposits in won;
Reserve deposits 8,689,51¢
Time deposits 1,361,612
Other 3,023,087
13,074,21¢
Deposits in foreign currency:
Deposits 4,064,40¢
Time deposits 3,053,464
Other 698,039
7,815,911
Allowance for credit losses (14,054)
W 22,668,59¢
(b) Restricted due from banks as of December 317 204 as flows:
2017
Deposits denominated in won:
Reserve deposits W 8,689,51¢
Other(*1) 3,628,41¢
12,317,934
Deposits denominated in foreign currency 1,117,597
W 13,435,531

(*1) Pursuant to the Regulation on Financial Investment Business, the Group is required to deposit certain portioneof cigiom
deposits with the Korean Securiti es repayment ofcuston@odeposits aadthieo n

deposits may not be pledged as collateral.
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10. Financial assets at fair value through profit or loss

(a) Financial assets at fair value through profit or fmsef December 31, 20E8e as fows:

2018
Debtinstruments:
Governments W 2,765,054
Financial institutions 9,415,47C
Corporations 6,664,83¢
Stocks with put option 381,844
Equity investment with put option 1,080,722
Beneficiary certificates 9,062,004
Commercial papers 5,535,397
CMA(*1) 3,001,831
Others(*2) 2,227,802
40,134,964
Equity instruments:
Stocks 1,050,097
Equity investment 4,908
Others 110,066
1,165,071
41,300,03¢
Other:
Loans at fair value 1,209,194
Due from banks at fair value 870,656
Gold deposits 154,881
W 43,534,76¢€

(*1) CMA: Cash management account deposits

(*2) Restricted reserve for cl aims of WLEAIBImElors 6
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10. Financial assets at fair value through profit or los§continued)

(b) Financial assets to which overlay approach were applied in accordanceWiEhRKS No . 1109 O6Financi a
I FRS No. 1104 Ol nsurance Contractsdé as of December 31,
2018
Due from banks at fair valurough profit or loss W 870,65t
Securities at fair value through profit or loss 3,160,52!
W 4,031,18.

A financial asset is eligible for designation for the overlay approach, if it is measured at fair value through prafiyopliosg
K-IFRS 1109 but would not have been measured at fair value through profit or loss in its entirety appiyR®) ¥039and it is
not held in respect of an activity that is not associated with contracts within the scopeRSK 104.

The reclassified amounts between profit or loss and other comprehensive income due to the overlay approach as of and for
yearended Deember 31, 2018 are as follows:

Other comprehensive

Profit or loss income
By K-IFRS By K-IFRS
1109 1039 Amount Tax effect
Net gain (loss) on valuation of financial
assets at fair value through profit or los W (77,179, (4,425) (72,754, 20,007
Net gain (loss) on disposal of financial
assets at fair value through profit or los 4,310 6,498 (2,188) 602
W (72,869 2,073 (74,942 20,60¢
11. Trading assets
Tradingassetsas of December 31, 20Hre as fiows:
2017
Debtsecurities:
Governments W 3,254,587
Financial institutions 8,014,12¢
Corporations 5,097,20C
Commercial papers 3,625,43¢
CMA(*1) 3,157,47¢
Others 491,820
23,640,64¢
Equity securities:
Stocks 738,666
Beneficiary certificates 3,728,027
Others 167,660
4,634,352
Other
Gold deposits 189,297
W 28,464,29¢

(*1) CMA: Cash management account deposits
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12. Financial asset designated at fair value through profit or loss

Financial asset designated at fair valumugh profit or lossas of December 31, 20Hre as fows:

2017 Reason for designation

Evaluation and management on a fair value basispunting
W 2,110,80 mismatch
Evaluationand management on a fair value baatsounting
1,234,35 mismatch
Others 233,89. Combined instrument
W 3,579,05

Debt securities

Equity securities(*1)

(*1) Restricted reserve for cl aims of ¥ab823@millierr s 6
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13. Derivatives

(a) The notional amounts of derivatives as of December 31, 2018 an@2043 fdows:

Foreign currency related:
Over the counter:
Currency forwards
Currency swaps
Currencyoptions

Exchange traded:
Currency futures

Interest rates related:
Over the counter:
Interest rate swaps
Interestrate options

Exchange traded:
Interest rate futures
Interest rate swaps(*1)

Credit related:
Over thecounter:
Credit swaps

Equity related:
Over the counter:
Equity swaps and forwards
Equity options

Exchange traded:
Equity futures
Equity options

Commodity related:
Over the counter:
Commodity swaps and forwards
Commodity options

Exchange traded:
Commodity futures and options
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2018 2017
139,804,552 100,806,64¢
31,794,90C 30,269,51C
1,939,939 1,178,047
173,539,391 132,254,20¢
436,714 1,179,986
173,976,10¢ 133,434,191
31,228,48¢ 30,269,249
294,000 310,000
31,522,48¢ 30,579,24¢
1,739,697 1,545,905
56,862,374 53,625,962
58,602,071 55,171,867
90,124,56C 85,751,116
3,094,077 2,443,609
5,149,967 4,223,096
645,709 1,230,635
5,795,676 5,453,731
630,409 526,913
2,708,557 3,238,049
3,338,966 3,764,962
9,134,642 9,218,693
1,062,588 931,644
4,780 4,880
1,067,368 936,524
245,751 122,394
1,313,119 1,058,918
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13. Derivatives (continued)

(a) The notional amounts of derivatives aPetember 312018 and 201@re as flows (continued) :

Hedge:
Currency forwards
Currency swaps
Interest rate swaps

(*1) The notional amount of derivatives which is settled inédh@ée nt r a |
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W

2018 2017
1,522,306 1,227,354
4,143,828 3,866,015

10,147,731 8,088,422
15,813,86& 13,181,791
293,456,36¢ 245,088,31¢

Counter Party

(CCP) o
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13. Derivatives (continued)

(b) Fair values of derivative instruments aPefcember 312018 and 201@re as fiows:

Foreign currency related:
Overthe counter:
Currency forwards
Currency swaps
Currency options

Exchangedraded:
Currency futures

Interest rates related:
Over the counter:
Interest rate swaps
Interest rate options

Exchange traded:
Interest rate futures

Credit related:
Over the counter:
Credit swaps

Equity related:
Over the counter:
Equity swap and forwards
Equity options

Exchangedraded:
Equity futures
Equity options

Commodity related:
Over the counter:
Commodity swaps and forwar:
Commodity options

Exchangedraded:
Commaodity futures

2018 2017
Assets Liabilities Assets Liabilities

912,79t 870,984 1,895,22¢ 1,636,71¢
393,70z 372,72¢ 854,89: 865,551
7,637 12,275 12,025 12,07C
1,314,13¢ 1,255,98: 2,762,14( 2,514,33¢
11 - 416 553
1,314,14¢ 1,255,98: 2,762,5% 2,514,88¢
251,251 172,01¢ 204,44¢ 208,901
- 5,347 - 1,893
251,251 177,36¢ 204,44¢ 210,79¢
412 1,569 1,771 544
251,66° 178,93¢ 206,22( 211,33¢
37,951 14,91¢€ 63,35¢ 10,617
51,86¢ 205,7® 112,28: 13,502
2,265 2,352 91,04C 12,177
54,134 208,061 203,32- 25,67¢
15,937 778 72 805
37,69C 109,79¢ 23,562 18,521
53,627 110,58 23,634 19,32¢
107,761 318,634 226,95¢ 45,00&
7,548 74,18 15,57¢ 22,59z
27 29 72 77
7,575 74,187 15,64¢ 22,67C
8,226 4,016 6,037 315
15,801 78,203 21,68¢ 22,98k
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13. Derivatives (continued)

(b) Fair values of derivative instruments aPaeicember 312018 and 201@re as fdows (continued) :

Hedge:
Currency forwards
Currency swaps
Interest rate swaps

W

2018 2017
Assets Liabilities Assets Liabilities
9,185 30,497 50,492 1,567
21,97¢ 79,492 59,39¢ 161,89¢
35,131 483,23¢ 9,511 519,36¢
66,292 593,22 119,40: 682,827
1,793,61: 2,439,89: 3,400,17¢ 3,487,66:
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13. Derivatives (continued)

(c) Gain or loss on valuation of derivatives for the years ebidegmber 31, 2018 and 204 as follows:

Foreign currency related
Over the counter:
Currency forwards
Currency swaps
Currency options

Exchange traded:
Currency futures

Interest rates related
Over the counter:
Interest rate swaps
Interest rate options

Exchange traded:
Interest rate futures

Credit related
Over the counter:
Credit swaps

Equity related
Over the counter:
Equity swap and forwards
Equity options

Exchange traded:
Equity futures
Equity options

Commodity related
Over the counter:
Commodity swaps and forwards
Commodity options

Exchange traded:
Commodity futures

Hedge
Currency forwards
Currency swaps
Interest rate swaps

2018 2017
W 41,188 85,498
(34,444) 91,410
8,247 5,422
14,991 182,330
11 (137)
15,002 182,193
86,675 (17,805)
(1,459) 413
85,216 (17,392)
(2,512) 6,950
82,704 (10,442)
(8,318) 46,593
(270,929) 73,490
4,326 36,662
(266,603 110,152
15,159 (733)
(44,163) 22,315
(29,004) 21,582
(295,607) 131,734
(89,902) 13,435
33 (10)
(89,869) 13,425
4,209 5,722
(85,660) 19,147
(26,031) 48,050
66,156 (143,737)
38,767 (191,233)
78,892 (286,920)
W (212,987) 82,305
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13. Derivatives (continued)

(d) Impact of hedge accounting on the consolidated financial statements

i) Gains (losses) on fair value hedged items and hedging instruments attributable to the hedged inefféotiteasssar ended
December 312018were as follows:

Gains on Gains on Hedge ineffectivenes
fair value hedges fair value hedges recognized in profit
(hedged item)s (hedginginstrument} or loss(*2)
Fair value hedges
Interest rate swaps(*1) W (76,573 79,635 3,062
Foreign exchange risk(¥1 55,18¢ (60,380 (5,192)
W (21,389 19,255 (2,130)

(*1) The related account categories are presented as interest rate swap assets / liabilities andwapasssts.
(*2) Ineffective portion of hedge: The difference between hedging instruments and hedged items

i) Due to the ineffectiveness of hedgiecash flow risk and hedge of net investment in foreign operations during the year, the
amounts recognized in the income statement and other comprehensive income are as follows.

From cash flow
Gains on hedges  Hedge ineffectiveess  hedge reserve to

recognized in other recognized in profit profit or loss
comprehensive incorr or loss(*2) Reclassified amout
Cash flow hedges

Foreign exchange rigkl) W 65,38¢€ (5,188) 70,051
Interest rate rigk1) (23,186, - -

Hedge of net investments
Foreign exchange rigkl) (35,879 (3,765) -
W 6,321 (8,953) 70,051

(*1) The related account categories are presented as interest rate swap assets / liabditiesranydwap assets
/ liabilities, curreny forwards assets / liabilities atdrrowings.
(*2) Ineffective portion of hedge: The difference between hedging instruments and hedged items

(e) Nominal values and average hedge ratio for derivatives as of December 31, 2018 are as follows:

2018
More
Less thar 1~2 2~3 3~4 4~5 than 5
1 year years years years years years Total
Interest risk:
Nominal values: W 190,000 737,632 723,177 707,254 1,305,584 6,484,084 10,147,731
Average hedge ratio: 100% 100% 100% 100% 100% 100% 100%
Exchange risk:
Nominal values: 2,731,517 1,958,746 827,158 1,038,935 302,423 - 6,858,779
Average hedge ratio: 100% 100% 100% 100% 100% - 100%
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13. Derivatives (continued)

(f) Effect of hedge accounting on financial statement, statement of comprehensive income, statement of changes in equity
i) Purpose and strategy of riakoidance

The Group transacts with derivative financial instruments to hedge its interest rate risk and currency risk arisingfsatsthe

and liabilities of the Group. The Group applies the fair value hedge accounting for the changes in the eradteatitgs of the

Korean won structured notes, foreign currency generated financial debentures, structured deposits in foreign currigmcies, fore
currency structured deposits and foreign currency investment receivables; and cash flow hedge accadntgnegtfoate swaps

and currency swaps to hedge cash flow risk due to interest rates and foreign exchange rates of the Korean won deht, the Kore:
won bonds, foreign currency bonds, etc. In addition, in order to hedge the exchange rate risk of thetmegnhin overseas

business, the Group applies the net investment hedge accounting for foreign operations using currency forwackenativen
financial instruments.

i) Effect of derivatives orstatement financial positigstatement of comprehemsiincome, statement of changes in equity
Changes if fair

Nominal amount BV of assef*1) BV of liabilities(*1) value in the period
Fair value hedges
Interest rate swap W 9,377,73: 35,09 467,38: 55,24+
Currency swap 33,54: 43¢ - (1,502
Cash flow hedge
Interest rate swap 770,00( 38 15,85: (23,186
Currency swap 4,110,28! 21,54 79,492 (54)
Currency forward 1,298,68! 3,191 24,92t (33,460
Hedge of net investments in
foreign operations
Currency forward 223,62( 5,99¢ 5,572 (3,261
Borrowings 1,192,64! - 1,186,79. (36,383

(*1) The related account categories are presented as interest rate swap assets / liabilities and currency forwards.

i) Effect of hedging items ostatemenfinancial position statement of comprehensive income, statement of changes in equity

Assets of Liabilities of

Cumulativ Cumulative Foreign
e fair value fair value Changesi Cashflow  currency
BV of BV of hedge hedge fair value in ~ hedge conversion
asset liabilities  adjustment adjustment  the period reserve reserves
Fair value hedges
Interest rate risk W  29321¢ 8,873,05! (2,832 (524,459 (56,462 - -
Foreign exchange risk 62,40¢ - - - 2,67t - -
Cash flow hedge
Interest rate risk - 1,539,00! - - - (10,184 -
Foreign exchange risk 2,795,32( 2,716,14: - - 63,86( (2,006 -
Hedge of net
investments in
foreign operations
Foreign exchange
risk - - - - (35,879 - 138,41¢

(*1) The related account categories are presented as interest rate swap assets / liabilities and currency forwards.
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14.Loans at amortized cost

(a) Loans at amortized cost asdcember 312018 are afollows:

2018

Household loans W
Corporate loans

Public and other loans

Loans to banks

Credit card receivables

120,832,081
152,164,476
2,831,026
3,585,563
22,447,614

301,860,760

Discount
Deferred loan origination costs afes

(23,588)
497,368

Less: Allowance for impairment

302,334,540
(2,725,068)

299,609,472
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14.Loans at amortized cost, continued

(b) Changes in book value of Loans at amortized cost and other assets as of December 31, 2018 are as follows:

Loans at amortized cost

Other assets (*1)

12 month expected credit Life time expected

Impaired

12 month expected credit Life time expected

Impaired financial

loss credit loss financial asset loss credit loss Total

Beginning balance W 245,310,80 30,030,61 1,784,60 31,599,20 456,53t 23,24 309,205,01
Transfer (from) to 12 moni

expected credit losses 7,532,58: (7,527,159 (5,429 28,02¢ (28,024 4) -
Transfer (from) to lifetime

expected credit losses (20,879,174 20,943,89 (64,723 (51,596 51,60" (11) -
Transfer (from)Yo credit

impaired financial assets (1,948,419 (185,166 2,133,58! (22,162 (2,986 25,14¢ -
Origination 130,84,39¢€ 529,73t 315,38t 30,085,14 27,25 21,93( 161,873,84z
Collection (93,938,952 (10,682,11¢€ (1,008,81¢ (30,207,574 (410,559 (4,236 (136,252,25¢
Charge off - - (851,397 - - (20,984 (872,381
Disposal (121,915 (19,056 (582,491 - (495 (13,083 (737,040
Others (*2) 74964¢€ (52,157 (23,752 77,654 6,12¢ - 75752(
Ending balance W 267,598,97 33,038,59 1,696,96 31,508,69 99,46 32,00 333,974,69

(*1) The amortized cost includes the gross carrying amount of deposits and other assets.
(*2) Other changes are due to bond adjustment, investtoertrsion, and exchange rate fluctuations.

(*3) The amount of uncollected loans receivable (principal and interastRi$97,389 million, which is written off as of December 31, 2018.
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14. Loans at amortized cost (continued)

(c) Changes in allowancerfcredit loss of Loans at amortized cost and other financial assets as of December 31, 2018 are as follows:

Loans at amortized cost Other assets (*1)
12 month expected credit  Life time expected Impaired financial 12 month expectec Life time expected  Impaired financial
loss credit loss asset credit loss credit loss asset Total

Beginning balance W 730,61: 1,088,25! 1,053,11. 39,04¢ 7,66¢ 20,16¢ 2,938,861
Transfer (from) to 12 mont :

expected credit losses 115,78 (114,614 (1,166 581 (578 ) -
Transfer (from) to lifetime

expected credit losses (61,415 103,50: (42,087 (212 222 (10 -
Transfer (from) to credit ] ]

impaired financial assets (2,509 (40,729 43,23t (94) (2,209 2,30z -
Provided (reversed) 23,66: 159,56! 521,28t (1,998 1,77¢ 24,29 728,58!
Charge off - - (851,397 - - (20,984 (872,381
Discount - - (20,778 - - - (20,778
Disposal (636 (374 (59,567 - ) (2,736 (63,320
Collection - - 311,28 - - 1,81¢ 313,09!
Others (*2) (74,495 (167,687 12,22 2,60z 61 (80) (227,378
Ending balance W 731,00( 1,027,92. 966,14t 39,92] 6,93( 24,76« 2,796,68'

(*1) The amortized cost includes the gross carrying amount of deposits and other assets.
(*2) Other changes are due to bond adjustment, investment conversion, and exchange rate fluctuations.
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14.Loans at amortized cosicontinued)

(d) Changedn deferred loan origination costs for the year ended December 31, 2018 are as follows:

December 312018
Beginning balancé*1) W 434,74¢
Loan origination 235,03:
Amortization (172,410
Ending balance W 497,36¢

(*1) The beginning balance for 2018 was restated in accordance WiRE& No.1109.
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15. Loans

(a) Loansas ofDecember 31, 201adre as fows:

2017

Household loans W 111,590,77
Corporate loans 139,989,64:
Publicand other 2,297,631
Loans to banks 2,969,78¢
Card receivables 20,640,85°
277,488,69:

Discount (44,936)
Deferred loan origination costs and fees 432,61¢
277,876,37!

Allowance for credit losses (2,310,604
W 275,565,76t

(b) Changes in the allowance for credit losses for the year ddelesimber 312017 are as ftows:

2017
Loans Other(*3) Total

Beginning balance W 2,360,79¢ 66,89€ 2,427,69:
Provision for (reversal of)

allowance(*1) 799,57 15,672 815,24¢
Write-offs (973,943 (20,063 (994,006
Effect of discounting(*2) (23,316 - (23,316,
Disposal (63,091, 16 (63,075,
Recoveries 311,04z 1,591 312,63:
Others(*1)(*4) (100,460 (379) (100,839
Ending balance W 2,310,60: 63,732 2,374,33:

(*1) As the accounting for the acquisition of ANZ Retail business by Shinhan Bank of Vietham was completed,
the amount was adjusted retrospectively.

(*2) Interest income from impaired financial assets

(*3) Included allowance for due from ban&sd other assets

(*4) Other changes were due to debt restructuring,-egbity swap, and foreign exchange rate, etc.

(c) Change#n deferred loan origination costs for the year ended December 31, 2017 are as follows:

December 312017
Beginningbalance W 395,39«
Loan origination 178,89(
Amortization (141,669
Ending balance W 432,61!
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16. Securities at fair value through other comprehensive income and securities at amortized cost

(a) Details of securities at FVOCI and securities at amortizechsasfDecember 312018 are as follows:

December 312018
Securities at FVOCI:
Debt securities:
Government bonds W 8,975,391
Financial institutions bonds 17,341,33(
Corporate bonds 11,360,92¢
37,677,64¢
Equity securitie§1):
Stocks 630,01C
Equity investments 6,515
636,52E
W 38,314,17(
Securities at amortized cost:
Debt securities:
Government bonds W 18,000,45¢
Financial institutions bonds 2,171,62¢
Corporate bonds and others 8,306,05¢
28,478,13¢
W 66,792,30¢

(*1) Equity securities in the above table are classified as other comprehensive irexquitg securities designated as fair value
items,and other comprehensive income and fair value options were exercised for the purpose of holding as required by the poli
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16. Securities at fair value through other comprehensive income and securities at amortized c¢spvntinued)

(b) Changes in carrying value of debt securities at fair value through other comprehensive income and securities at amhéotitleel year ended December 31, 2018 are as

follows::
Securities at fair value through other comprehensivéncome Securities at amortized cost
12 month expected Life time expected 12 month expected Life time expected
credit loss credit loss Total credit loss credit loss Total
Beginning allowance W 36,641,92¢ 15,87¢ 36,657,80" 24,403,42: 21,444 24,424,86"

Transfer to 12 month

expected credit loss - -
Transfer to life time

expected credit loss (26,187) 26,187 -
Transfer to impaired

financial asset - -

Origination 26,938,51. 98,77¢ 27,037,29( 5,836,34: - 5,836,34:
Disposal (7,182,343 (18,687) (7,201,030 - - -
Repayment (19,338,938 - (19,338,938 (1,607,467 (3) (1,607,470
Others (*) 538,842 (16,326) 522,51€ (167,377 1,034 (166,343
Ending balance W 37,571,81« 105,831 37,677,64¢ 28,464,92: 22,475 28,487,39¢

(*1) Included the effects from changing currency rate.
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16. Securities at fair value through other comprehensive income and securities at amortized cost (continued)

(c) Changes in allowance for credit loss of debt securities at fair value through other comprehensive income and securitizschtash for the year ended December 31, 2018 are
as follows

Securities at fair value through other comprehensive income Securities at amortized cost
12 month expected Life time expected 12 month expected Life time expected
credit loss credit loss Total credit loss credit loss Total
Beginning allowance W 17,038 1,938 18,97€ 6,327 2,232 8,559

Transfer to 12 month

expected credit loss - - - - - -
Transfer to life time

expected credit loss (234) 234 - - - -
Transfer to impaired

financial asset - - - - - -

Reversalgrepayment) 15,286 (3,220) 12,06€ 4,615 (2,215) 2,400
Disposal (5,251) (229) (5,480) - - .
Others (*1) (1,117) 1,639 522 (1,699) - (1,699)
Ending balance W 25,722 362 26,084 9,243 17 9,260

(*1) Included the effects from changing currency rate
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16. Securities at fair value through other comprehensive income and securities at amortized cost (continued)

(d) Gain or loss on disposal of securities at fair value through other comprehensive income and securities at amortizbe gestrfended December 31, 2018 are as follows

2018
Gain on disposal of securitiesYOCI W 28,018
Loss on disposal of securitiesFa¥OCI (7,464)
Loss on disposal of securities at amortized cost (9)
W 20,545

(e) Income or loss on equity securities at fair value through other comprehensive income
As of December 31, 2018, the Group recognizes dividends amouni¥fj@@71 million related to equity securities at fair value through other comprehensive income.
In addition, the disposition of equity securities at fair value through other comprehimesine are as follows :

2018

Fair value at the date of disposal W 3,285
Cumulative net profit at the time of disposal (3,635)
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17. Available-for-sale financial assets and heltb-maturity financial assets

(a) Available-for-sale financial assets and hétdmaturity financial assets as of December 31, 2017 are as follows:

2017
Available-for-sale financial assets:

Debt securities:
Government bonds W 7,570,10.
Financial institution bonds 17,649,69
Corporate bonds and others 11,966,75
37,186,55

Equity securities(*1):
Stocks 1,026,66
Equity investments 749,81¢
Beneficiary certificates 3,126,85.
Others 27,05(
4,930,38!
42,116,93
Held-to-maturity financial assets:

Debt securities:
Government bonds 15,164,13
Financial institutions bonds 2,708,14:
Corporate bonds and others 7,118,39
24,990,68
W 67,107,61

(*1) Equity securities with no quoted market prices in active markets and for which the fair value cannot be measuyaateeliabl
recorded at cost wek&126,220million as of December 31, 2017.

(b) Gain or loss on sale of availabte-sale financiabssets for the year ended December 31, 2017 are as follows:

2017
Gain on sale of availabt®r-sale financial assets W 529,41:
Loss on sale of availabfer-sale financial assets (30,224
W 499,18
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18. Property and equipment

(a) Details ofpropertyand equipment as ®@fecember 312018 and 2017 were as follows:

Decembel, 2018

Accunulated
Acquisition cost deprecation Bookvalue
Land W 1,827,711 - 1,827,711
Buildings 1,173,888 (321,319) 852,569
Othes 2,002,755 (1,679,149) 323,606
W 5,004,354 (2,000,468) 3,003,886
DecembeRl, 2017
Accumulated
Acquisition cost depreciation Book value
Land W 1,819,912 - 1,819,912
Buildings 1,158,661 (275,240) 883,421
Othess 1,958,787 (1,640,348) 318,439
W 4,937,360 (1,915,588) 3,021,772

(b) Changesn propertyand equipment for the years endaecember 312018 and 2017 were as follows

2018
Land Buildings Others Total

Beginning balance W 1,819,912 883,421 318,439 3,021,772
Acquisitiong*1) 33 14,612 136,244 150,889
Disposals(*1) (17,735) (3,282) (9,699) (30,716)
Depreciation - (47,207) (124,564) (171,771)
Impairment - - - -
Amounts transferred from(to) investment

property 23,972 4,227 - 28,199
Amounts transferred from(tajon-current

assets held for sale(*2) (32) (48) - (80)
Effects of foreign currency movements 1,561 846 3,186 5,593
Ending balance W 1,827,711 852,569 323,606 3,003,886

(*1) W6,319 million transferred froroonstructionin progress was included.

(*2) Included buildings, land
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18. Property and equipment (continued)

(b) Changesn propertyand equipment for the years endaecember 312018 and 2017 were as follocontinued)

2017
Land Buildings Others Total

Beginning balance W 1,885,23¢ 941,043 319,337 3,145,61:
Acquisitiong*1) 1,460 24,354 129,43t 155,24¢
Disposal§*1) (5,487) (357) (3,163) (9,007)
Depreciation - (44,285) (129,256 (173,541
Impairment - - (16) (16)
Amounts transferred from(to) investment

properties (59,263) (32,519) - (91,782
Amounts transferred from(to) nerurrent

assets held for sale (1,815) (3,521) - (5,336)
Effects of foreign currency movements (216) (1,294) 2,102 592
Endingbalance W 1,819,912 883,421 318,43¢ 3,021,77:

(*1) W14,285 million transferred from constructiamprogress was included.

(c) Insured assets and liability insurance aBetembe31, 2018 were as follows:

Amount
Type of insurance Insured assets covered Insurance company
Comprehensive insurance for Samsung Fire & Marine
financial institutions Cash(including ATM) 23,20C Insurance Co., Ltd.
Comprehensive Property Property Total Risk, Machine Risk Samsung Fire & Marine
insurance General Liability Liability Collateral Insurance Co., Ltd.,
1,328,96¢ etc.
Fire insurance Meritz Fire & Marine
Business property and real estate 70,351 Insurance Co., Ltd., etc.
Compensation liability insuranc Meritz Fire & Marine
for officers _ o Insurance Co., Ltd.,
Officer liability 50,00C etc.
Compensation liability insuranc
for employee accident Executives Meritz Fire & Marine
32,742 Insurance Co., Ltd., etc.
Burglary insurance Samsung Fire & Marine
Insurance Col td.,
Cash and securities 18,19& etc.
Others Samsung Fire & Marine
Personal information liability insurance 80,724 Insurance Co., Ltd.
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19.Intangible assets

(a) Details of intangible assets ofDecember 312018 and 2017 were as follows:

2018 2017
Goodwill W 3,903,518 3,901,260
Software 102,393 83,829
Development cost 82,536 75,322
Others 231,687 212,910
W 4,320,134 4,273,321

(b) Changes inntangibleassets for thgearsendedDecember 312018 and 2017 were as follows:

Development

Goodwill Software cost Other Total

Beginning balance w  3,901,26( 83,829 75,322 212,91C 4,273,321
Acquisitions - 56,009 38,230 69,501 163,74C
Business combinatio 2,258 - - - 2,258
Disposals - (334) (5,880) (7,117) (13,331)
Impairment(*1) - - (706) (362) (1,068)
Amortizatior(*2) - (40,792) (24,430) (41,957) (107,179)
Effects of foreign

currency

movements - 3,681 - (1,288) 2,393
Ending balance W 3,903,51¢ 102,393 82,536 231,687 4,320,134

(*1) Memberships such as golf and condominium memberships are intangible assets that cannot be limited to a
specific period of time. If the market value of the exchanges is less than the carrying amount at the end of the
reporting period, the imgirment loss is recognized.

(*2) Included general administrative expense and other operating income at comprehensive income

Development

Goodwill Software cost Other Total

Beginning balance w  3,873,06( 94,261 56,563 202,62¢ 4,226,512
Acquisitions - 27,354 40,378 56,982 124,714
Business

combinationf 1) 28,200 - - 15,255 43,455
Disposals - (21) - (12,901) (12,922)
Impairment(*2) - - (206) 26 (180)
Amortizatior(*3) - (38,095) (21,413) (48,941) (108,449)
Effects of foreign

currency

movements - 330 - (139) 191
Ending balance W 3,901,26( 83,829 75,322 212,91C 4,273,321

(*1) As the accounting treatment for the acquisition of ANZ Retail business by Shinhan Bank Vietnam Co. Ltd was complete
the amount was adjusted retrospectively.

(*2) Memberships such as golf and condominium memberships are intangible assedsnbatbe limited to a specific period of
time. If the market value of the exchanges is less than the carrying amount at the end of the reporting period, thetimpairn
loss is recognized.

(*3) Included general administrative expense and other operatiognat comprehensive income
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19. Intangible asset (continued)

(c) Goodwiill
i) Goodwill allocated in the Groupds CGUs as of December
2018 2017(*1)

Banking W 810,05¢ 810,05¢
Credit card 2,773,23 2,773,23
Securities 7,90¢ 5,64¢
Life insurance 275,37: 275,37:
Others 36,95¢ 36,95¢

W 3,903,51 3,901,26!

(*1) As the accounting treatment for the acquisition of ANZ Retail business by Shinhan Bank Vietham Co. Ltd. was completec
the amount was adjusted retrospectively.

if) Changes in goodwill for the years ended December 31, 2018 and 2017

2018 2017(*1)
Beginning balance W 3,901,26( 3,873,06(
Acquisitions through business combinations(*2) 2,258 28,20C
Ending balance W 3,903,51¢ 3,901,26(

(*1) As theaccounting treatment for the acquisition of ANZ Retail business by Shinhan Bank Vietham Co. Ltd. was completed
the amount was adjusted retrospectively (Note 57).

(*2) Goodwill recognized as a result of the acquisition of the business by Shinhan Fihareséhent Co., Ltd. (Note 58).

iif) Goodwill impairment test

The recoverable amounts of each CGU were evaluated based on their respective value in use.

- Explanation on evaluation method

The income approach was applied when evaluating rdo®verable amounts based on value in use, considering the
characteristics of each unit or group of CGU.

- Projection period
When evaluating the value in use, 5.5 years shdiow estimate$ July 1, 2018 through December 31, 202%as used in

projedion and the value thereafter was reflected as terminal value. In case of Shinhan Life Insurance, only the 30 years of futu
cash flows were applied since the present value of the future cash flows thereafter is not significant.
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19. Intangible assetsnet (continued)

- Discount rates and terminal growth rates

The required rates of return expected by shareholders were applied to the discount rates by calculating the cost leithapital w
comprises a risffree interest rate, a market risk premium agdtemic risk (beta factor). Expected terminal growth rate is on
the basis of inflation rates.

Discount rates and terminal growth rates applied to each CGU are as follows:

Discount rates(%) Terminal growth rate(%)
Banking 7.0~13.8 1.2~2.9
Creditcard 8.4 1.8
Securities 11.9,12.4 2.9
Life insurance 8.5 0.0
Others 9.8,13.2 1.8

iv) Key assumptions

Key assumptions used in the discounted cash flow calculations of CGUs (other than Shinhan Life Insurance) are as follows:

2018 2019 2020 2021 2022 2023
CPI growth 1.6% 1.7% 1.5% 2.1% 2.3% 2.3%
Real retail sales growth 3.0% 2.4% 2.2% 2.3% 2.2% 2.2%
Real GDP growth 2.9% 2.8% 2.4% 3.2% 3.0% 3.0%

Key assumptions used in the discounted cash flow calculatid®isimfian Life Insurance are as follows:

Key assumptions
Rate of return on investment 3.65%
Risk-based capital ratio 199.61%

The values for the CPI growth rate, real retail sales growth rate, real GDP growth rate, rate of return on investis&nt and
based capital ratio are based on a combination of internal and external analysis.

v) Total recoverable amount and total carrying value of CGUs to which goodwill has been allocated, are as follows:

Amount
Total recoverable amount W 42,291,637
Total carrying value 37,775,928

4,515,709
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20. Investments in associates

(a) Investments in associates as of December 31, 2018 and December 34re284 Tdows:

Reporting Ownership (%)
Investees Country date 2018 2017

BNP ParibasCardif Life Insurance(*1)(*3) Korea September 30 14.99 14.99
Daewontos Co., Ltd.(*1)(*4) December 31 36.33 36.33
Neoplux Technology Valuation Investment Fund(*1) September 30 33.33 33.33
JAEYOUNG SOLUTEC CO., LTD.(*7) - - 9.61
Partners 4th Growth Investment Fund(*1) September 30 25.00 25.00
Songrim Partners.(*1)(*4) 35.34 35.34
KTB Newlake Global Healthcare PEF(*1) 30.00 30.00
JAEYANG INDUSTRY (*1)(*4) December 31 25.90 25.90
ChungyoundNC(*10) - - 18.94
DAEKWANG SEMICONDUCTOR CO., LTD.(*1)(*4) September 30 20.94 20.94
ShinhanNeoplux Energy Newbiz Fund(*1) 23.33 23.33
ShinharAlbatross Tech Investment Fund December 31 50.00 50.00
Asia Pacific No.3%hip Investment Co., Ltd.(*7) - - 50.00
KCLAVIS Meister Fund No.17 December 31 26.09 26.09
SG No.9 Corporate Recovery Private Equity Fund 26.49 26.49
PlutusSG Private Equity Fund 26.67 26.67
SG ARGES Private Equity Furido.1 24.06 24.06
OST Progres2 Fund(*7) - - 27.62
Eum Private Equity Fund No.3 December 31 20.76 20.76
Richmond Private Yong in Retail Facility Real Estate ) ) 41.80

Fund No.1(*7) ’
KTB Confidence Private Placement December 31 30.29 30.29
Meritz Al-SingA33GA Investment Type Private

Placement Special Asset Fund 2389 23.89
Meritz Al-SingA330@B Investment Type Private

Placement Special Asset Fund 20.16 20.16
Pine Asia Unsecured IndividuRkehabilitation Bond Funt

18(+7) - - 22.86
VOGO DEBT STRATEGY QUALIFIED INV PRIVATE

R/E INV TR 4 December 31 20.00 20.00
Platform Partners Brick Save Private Investment Trust 98.77 098.77
SynergyShinhan Mezzanine New Technololgyestment 4762 47 62

Fund
The Asia Pacific Capital Fund Il L.P. ?;g?jsn 25.18 25.18
Shinhan Praxis KGrowth Global Private Equity Fund(*t Korea 18.87 18.87
Credian Healthcare Private Equity Fund Il 34.07 34.07
Klz\éoom Milestone Professional Private Real Estate Tr 50.00 50.00
AIP EUROGREEN Private Real Estate Investment Trt 2128 2128

No.3(*11)
Brain Professional Private Trust No.4 27.50 27.49
Hﬁlr:)hzva US Equity Strategy PriveReal Estate Fund 4484 44.84
Brain KS Qualified Privately Placed Fund No.6 50.00 50.00
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20. Investments in associategontinued)

(a) Investments in associates as of December 31, 2018 and December 34dre284 Tiows (continued):

Ownership (%)

Reporting
Investees Country date 2018 2017
M360 CRE Income Fund(*7) US.A - - 57.87
Shinhan Global Healthcare Fund 1(*5) Korea December 31 4.41 441
JB Power TL Investment Type Private Placement Spe:

Asset Fund 7 3333 3333
IBK AONE convertable 1 47.25 47.25
Rico Synergy Collabo MukMezzanine 3(*9) 50.03 50.00
KB NA Hickory Private Speical Asset Fund 37.50 37.50
GB Professional Private Investment Trust 6(*6) 94.51 94.51
Koramco Europe Core Private Placement Real Estate

No.2.2 44.02 48.49
SHBNPP Private Korea Equity Lofhort Professional 21.52 0.85

Feeder ' '
ShinhanStonebridge Petro PEF(*5) 1.82 1.82
BNP Paribas CardiGeneral Insurance(*1)(*2) September 30 10.00 10.00
Axis Global Growth New Technology Investment

Association December 31 31.85 31.85
Polaris No7 Start up and Venture Private Equity Fund 28.57 28.57
Hermes Private Investment Equiynd 29.17 29.17
Shinhan AIM FoF Fund la 2491 -
Daishin Heim Qualified Investor Private Investment Tri 34.48 )

No.1808 '

Heungkuk High Class Professional Trust Private Fund 50.00 -
IGIS Global Credit Fund 15@ 2511 -
GX SHINHAN INTERVEST 1st Private Equity Fund 25.27 -
Soo Commerce Platform Growth Fund 24.62 -
Partner One Value up | Private Equity Fund 27.91 -
Genesis No.1 Private Equity Fund 22.80 -
GMB ICT NewTechnology Investment Fund 26.75 -
Soo Delivery Platform Growth Fund 30.00 -
Genesis North America Power Company No.1 PEF 39.92 -
SHBNPP MAIN Professional Investment Type Private 2333 )

Mixed Asset Investment Trust No.3
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20. Investments in associategcontinued)

(a) Investments in associates as of December 31, 2018 and December 34re284 Tdows (continued):

(*1) The latest financial statements were used for the equity method since the financial statemd¢sambér 31, 2018 were
not available. Significant trades and events occurred within the period were properly reflected.

(*2) The Group applies the equity method accounting as the Group has significant influence on the financial and operatir
policesofhe i nvestee through the ability to elect investee
of the investee.

(*3) The Group applies the equity method accounting as the Group has a significant influence on the investees throungh import:
business transactions.

(*4) As a part of the rehabilitation process, the Group acquired shares through the conversion of equity investme@tsiugs the
cannot exercise voting rights during the process, the Group has classified the shares as invedairevatua through
profit or loss. As the process has ended, the Company has the shares into invesetment in associates.

(*5) As a managing partner, the Group has a significant influence over the investees.

(*6) As a limited partner, the Group does navé an ability to participate in poliapaking processes to obtain economic benefit
from the investees that would allow the Group to control the entity.

(*7) The associates were disposed or reclassified.

(*8) Although the ownership interests were less than 28&oc(Group has a significant influence.

(*9) Although the ownership interests were more than 50%, the Group applies the equity method accounting as the Group dc
not have an ability to participate in tfieancial and operating poliesnaking process.

*10)These entities were excluded from the scope of asteoci a
change significant influence criteria from 15% to 20%

(*11) During this periodthe name of FG EUROGREEN Private Real Estate Investment Trust No.3 has been changed to AlF
EUROGREEN Private Real Estate Investment Trust No.3.
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