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Independent Auditors’ Report

Based on a report originally issued in Korean

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

Opinion

We have audited the consolidated financial statements of Shinhan Financial Group Co., Ltd. and its subsidiaries (“the Group”),
which comprise the consolidated statements of financial position as of December 31, 2018 and 2017, the consolidated statements
of comprehensive income, changes in equity and cash flows for the years then ended, and notes, comprising significant accounting
policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Group as of December 31, 2018 and 2017, and its consolidated financial performance and its consolidated
cash flows for the years then ended in accordance with Korean International Financial Reporting Standards (“K-IFRS”).

Basis for Opinion

We conducted our audits in accordance with Korean Standards on Auditing (KSAs). Our responsibilities under those standards
are further described in the Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the ethical requirements that are relevant to our audit of the consolidated
financial statements in the Republic of Korea, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit 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 the consolidated
financial statements as of and for the year ended December 31, 2018. These matters were addressed in the context of our audit
of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters.

(1) Credit loss allowance — 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 loss
allowance under collective assessment is KRW 1,470,204 million as of December 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 with similar risk
characteristics, and estimates the possibility of default based on default information such as delinquency status, or settlement
history, and loss given default. These estimates involves judgments on historical data (including determination of the length of
historical data used), and the methodology of categorizing 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, such as
reflecting forward-looking information and setting statistical assumptions.

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

* Risk that the credit loss allowance is misstated due to loan-analyst’s arbitrary assessment of non-financial factors in
the process of loan grading, or failure of timely identification of significant increase in credit risk

* Risk that the credit loss allowance is misstated due to errors and fraud in the process of estimating probability of



default and recovery rate.

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

*  We have tested certain internal controls over assessment of non-financial factors in the process of loan grading (i.e.
borrower's location, industry experience and risks of related companies).

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

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

*  We have independently re-calculated probability of default and recovery rate according to the Group's methodology on
a sample basis.

(2) Credit loss allowance — individual assessment of impairment

The Group recognized credit loss allowance amounting to KRW 2,725,068 million as of December 31, 2018, and the credit loss
allowance under individual assessment identified as a key audit matter is KRW 613,773 million (refer to Note 14 of the
consolidated financial statements).

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

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

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

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

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

*  We have tested certain internal controls over the appropriateness of the estimated future cash flows by considering
whether the future cash flows are estimated in accordance with the Group’s methodology.

*  We have evaluated whether estimated recoverable amounts from collaterals are reasonably applied to the cash flows.

*  We have evaluated whether recovery rates for the collaterals the Group uses are reasonable based on the external
information available.

(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 observable in the
market, the Group classifies financial instruments as Level 3. As of December 31, 2018, the Group’s level 3 financial assets and
liabilities amount to KRW 7,793,933 million and KRW 7,480,822 million, respectively, which include the level 3 derivatives, the
level 3 hybrid instruments, the level 3 unlisted 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 involvement of
management judgment, and the impact of risks:



*  Risk that the estimate of the financial instruments’ fair value is misstated due to applying inappropriate valuation
methodology and inputs (i.e. discount rate, stock price, underlying asset index, volatility, correlation, etc).

* Risk that the estimate of the financial instruments’ fair value is misstated due to inappropriate assumptions in
estimating the future cash flows.

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

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

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

*  We have tested certain internal controls over 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.

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

*  We have independently re-calculated the fair value and compared it to the Group’s estimates on a sample basis.

Other Matter

The procedures and practices 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 Consolidated Financial Statements

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

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with KSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

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

e |dentify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to



provide a basis for our opinion.  The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

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

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

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

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

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

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

We also provide those charged with 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 bear
on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most significance
in the audit of the consolidated financial statements of the current period and are therefore the key audit matters. We describe
these matters in our auditors’ report unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditors’ report is Min-Seon Chae.

Seoul, Korea
March 11, 2019

This report is effective as of March 11, 2019, the audit report date. Certain subsequent 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 accompanying
consolidated financial statements and notes thereto. Accordingly, the readers of the audit report 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, 2018 and 2017

(In millions of won)

Assets
Cash and due from banks at amortized cost
Cash and due from banks

Financial assets at fair value through profit or
loss

Trading assets

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

Derivative assets

Securities at fair value through other
comprehensive income

Available-for-sale financial assets

Securities at amortized cost

Held-to-maturity financial assets

Loans at amortized cost

Loans

Property and equipment

Intangible assets

Investments in associates

Current tax receivable

Deferred tax assets

Investment property

Other assets

Assets held for sale

Total assets

Note 2018 2017
4,8,24,60 W 17,348,626 -
4,9, 24,60 - 22,668,598

4,10, 24, 60

43,534,766 -
4,11, 24,60 - 28,464,296
4,12, 24, 60
- 3,579,057
4,13,60 1,793,613 3,400,178

4, 16, 24, 60
38,314,170 -

4,17, 24,60 - 42,116,937

4,16, 24,60 28,478,136 -

4,17, 24,60 - 24,990,680

4,14,24,60 299,609,472 -

4, 15, 24, 60 - 275,565,766

18,24 3,003,886 3,021,772
19, 58 4,320,134 4,273,321
20 671,330 631,294
45,100 25,015

51 426,965 592,283

21 474,820 418,303
4,22, 60 21,571,918 16,551,958
7,574 7,550

459,600,510 426,307,008

See accompanying notes to the consolidated financial statements.




SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Consolidated Statements of Financial Position (Continued)

As December 31, 2018 and 2017
(In millions of won)

Liabilities

Deposits

Financial liabilities at fair value through profit

or loss

Trading liabilities

Financial liabilities designated at fair value
through profit or loss (K-IFRS 1109)
Financial liabilities designated at fair value
through profit or loss (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

Accumulated other 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 the consolidated financial statements.

Note 2018 2017
4,25, 60 265,000,190 249,419,224
4, 26, 60

1,420,306 -
4, 27,60 - 1,848,490
4, 28, 60
8,535,800 -
4, 29, 60
- 8,297,609
4,13, 60 2,439,892 3,487,661
4, 30, 60 29,818,542 27,586,610
4,31, 60 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, 35,60 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
Consolidated Statements of Comprehensive Income

For the years ended December 31, 2018 and 2017
(In millions of won)

Interest income
Financial assets at fair value through other
comprehensive income and at amortized cost
Financial assets at fair value through profit or loss
Loans and receivables and investment securities
Short-term 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 or
loss

Net gain on financial assets at fair 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 at fair value
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 available-for-sale financial 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 non-operating income (expense), net

Profit before income taxes

Income tax expense
Profit for the year

See accompanying notes to the consolidated financial statements.

Note 2017
12,891,850 -
680,606 -
- 11,250,919
. 547,735
13,572,456 11,798,654
(4,992,367) (3,955,701)
38 8,580,089 7,842,953
3,295,256 4,044,955
(1,356,259) (2,334,001)
39 1,938,997 1,710,954
4,398,738 4,599,808
(4,870,437) (5,059,847)
34 (471,699) (460,039)
40 87,826 257,306
41
420,026 .
10 74,944 -
42 - 963,223
43
(26,643) -
44
- (1,059,826)
194,136 364,006
16 20,554 -
17 - 499,187
16 ) -
45 (747,877) -
46 - (1,013,548)
47 (4,741,575) (4,811,198)
49 (829,355) (462,992)
4,499,414 3,830,026
20 17,488 20,393
50 (50,292) (52,811)
4,466,610 3,797,608
51 1,268,345 848,403
3,198,265 2,949,205




SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Consolidated Statements of Comprehensive Income (Continued)
For the years ended December 31, 2018 and 2017

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

2017

Other comprehensive income (loss) for the year, 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 161,008 -
Loss on financial asset at fair value through profit or loss
(overlay approach) 10 (54,333) -
Net change in unrealized fair value of available-for-
sale financial assets - (323,127)
Equity in other comprehensive income (loss) of
associates 7,407 (22,813)
Foreign currency translation adjustments for foreign
operations 19,983 (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)
122,549 (533,486)
Items that will never be reclassified to profit or loss:
Remeasurements of the defined benefit liability (93,098) 103,525
Equity in other comprehensive income of
associates 28 847
Valuation gain on financial asset at fair value through
other comprehensive income 22,725 -
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 other comprehensive loss, net of income tax 36 51,292 (429,114)
Total comprehensive income for the year W 3,249,557 2,520,091
Profit attributable to:
Equity holders of Shinhan Financial Group Co., Ltd. 36,52 W 3,156,722 2,918,816
Non-controlling interests 41,543 30,389
W 3,198,265 2,949,205
Total comprehensive income attributable to:
Equity holders of Shinhan Financial Group Co., Ltd. W 3,207,602 2,491,251
Non-controlling interests 41,955 28,840
W 3,249,557 2,520,091
Earnings per share: 36,52
Basic and diluted earnings per share in won W 6,579 6,118

See accompanying notes to the consolidated financial statements.



SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Consolidated Statements of Changes in Equity
For the year ended December 31, 2017

(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 2,645,053 498,316 9,887,335 (458,461) (102,583) 18,640,038 31,109,698 635,282 31,744,980
Total comprehensive income for the year
Profit for the year - - - - - 2,918,816 2,918,816 30,389 2,949,205

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

available-for-sale financial assets - - - - (322,056) - (322,056) (1,071) (323,127)
Equity in other comprehensive loss of associates - - - - (21,552) (414) (21,966) - (21,966)
Foreign currency translation adjustments - - - - (193,474) - (193,474) (698) (194,172)
Net change in unrealized fair value of cash flow

hedges - - - - 15,904 - 15,904 - 15,904
Other comprehensive loss of separate account - - - - (9,278) - (9,278) - (9,278)
Remeasurements of defined benefit plans - - - - 103,305 - 103,305 220 103,525

Total other comprehensive loss - - - - (427,151) (414) (427,565) (1,549) (429,114)
Total comprehensive income (loss) - - - - (427,151) 2,918,402 2,491,251 28,840 2,520,091

Other changes in equity

Dividends - - - - - (687,589) (687,589) - (687,589)
Dividends to hybrid bonds - - - - - (17,678) (17,678) - (17,678)
Issuance of hybrid bonds - 224,466 - - - - 224,466 - 224,466
Redemption of hybrid bonds - (298,861) - (1,139) - - (300,000) - (300,000)
Change in other capital adjustments - - - 61,565 - (61,493) 72 - 72
Change in other non-controlling interests - - - - - - - 219,275 219,275

- (74,395) - 60,426 - (766,760) (780,729) 219,275 (561,454)

Balance at December 31, 2017 W 2,645,053 423,921 9,887,335 (398,035) (529,734) 20,791,680 32,820,220 883,397 33,703,617

See accompanying notes to the consolidated financial statements.



SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Consolidated Statements of Changes in Equity (Continued)

For the year ended December 31, 2018

(In millions of won)

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

Accumulated

other compre- Non-
Capital Hybrid Capital Capital hensive income Retained controlling
stock bonds surplus adjustments (loss) earnings Sub-total interests Total
Balance at January 1, 2018 W 2,645,053 423,921 9,887,335 (398,035) (529,734) 20,791,680 32,820,220 883,397 33,703,617
Adoption effect of K-IFRS 1109 and 1115,
net of tax (Note 60) - - - - (277,011) (251,854) (528,865) (3,155) (532,020)
Balance at January 1, 2018 (adjusted) 2,645,053 423,921 9,887,335 (398,035) (806,745) 20,539,826 32,291,355 880,242 33,171,597
Total comprehensive income (loss) for the year
Profit for the year - - - - - 3,156,722 3,156,722 41,543 3,198,265
Other comprehensive income (loss), net of income tax:
Gain on financial asset at fair value through other
comprehensive income - - - - 179,793 - 179,793 1,305 181,098
Loss on financial asset at fair value through profit or
loss (overlay approach) - - - - (54,333) - (54,333) - (54,333)
Equity in other comprehensive income of associates - - - - 7,435 - 7,435 - 7,435
Foreign currency translation adjustments - - - - 20,465 - 20,465 (482) 19,983
Net change in unrealized fair value of cash flow hedges - - - - (20,192) - (20,192) - (20,192)
Other comprehensive income of separate account - - - - 8,676 - 8,676 - 8,676
Remeasurements of defined benefit plans - - - - (92,687) - (92,687) (411) (93,098)
Changes in own credit risk on financial liabilities
designated at fair value through profit or loss - - - - 1,723 - 1,723 - 1,723
Total other comprehensive income (loss) - - - - 50,880 - 50,880 412 51,292
Total comprehensive income (loss) - - - - 50,880 3,156,722 3,207,602 41,955 3,249,557
Other changes in equity
Dividends - - - - - (687,589) (687,589) - (687,589)
Dividends to hybrid bonds - - - - - (40,357) (40,357) - (40,357)
Issuance of hybrid bonds - 1,107,838 - - - - 1,107,838 - 1,107,838
Acquisition of treasury stock - - - (155,923) - - (155,923) - (155,923)
Change in other capital adjustments - - 8,153 1,063 - (6,517) 2,699 - 2,699
Change in other non-controlling interests - - - - - - - 3,608 3,608
- 1,107,838 8,153 (154,860) - (734,463) 226,668 3,608 230,276
Reclassification of OCI retained earnings - - - - 2,645 (2,645) - - -
Balance at December 31, 2018 W 2,645,053 1,531,759 9,895,488 (552,895) (753,220) 22,959,440 35,725,625 925,805 36,651,430

See accompanying notes to the consolidated financial statements.

10



SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Consolidated Statements of Cash Flows
For the years ended December 31, 2018 and 2017

(In millions of won) Note 2018 2017
Cash flows from operating activities
Profit before income taxes W 4,466,610 3,797,608
Adjustments for:
Interest income 38 (13,572,456) (11,798,654)
Interest expense 39 4,992,367 3,955,701
Dividend income 40 (87,826) (257,306)
Net fees and commission expense 176,932 169,640
Net insurance loss 2,080,509 2,571,094
Net gain on financial assets at fair value through profit or loss 41 66,455 -
Net gain on financial assets at fair value through profit or loss 10
(overlay approach) (74,944) -
Net trading gain 42 - (334,133)
Net foreign currency translation loss (gain) 377,632 (87,384)
Net gain on financial assets designated at fair value through 43
profit or loss (382,667) -
Net loss on financial instruments designated at fair value m
through profit or loss - 231,772
Net gain on disposal of financial asset at fair value through 16
other comprehensive income (20,554) -
Net gain on disposal of available-for-sale financial assets 17 - (499,187)
Net loss on disposal of securities at amortized cost 16 9 -
Provision for credit loss allowance 45 747,877 -
Provision for credit losses 46 - 815,249
Impairment losses on other financial assets 46 - 198,299
Employee costs 155,672 232,709
Depreciation and amortization 47 301,916 253,344
Other operating expense (income) (278,274) 602,027
Equity method income, net 20 (17,488) (20,393)
Other non-operating expense (income) 3,147 (29,080)
(5,531,693) (3,996,302)
Changes in assets and liabilities:
Cash and due from banks at amortized cost 6,024,743 -
Due from banks - (3,347,818)
Securities at fair value through profit or loss (3,082,516) -
Due from banks at fair value through profit or loss (82,014) -
Loans at fair value through profit or loss (422,326) -
Trading assets and liabilities - (1,706,990)
Financial asset designated at fair value through profit or loss
(K-IFRS 1109) 723,037 -
Financial instruments designated at fair value through profit or
loss (K-IFRS 1039) - (1,300,760)
Derivative instruments 203,006 (488,706)
Loans at amortized cost (27,547,413) -
Loans - (19,232,732)
Other assets (5,177,725) (250,806)

See accompanying notes to the consolidated financial statements.
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Consolidated Statements of Cash Flows (Continued)

For the years ended December 31, 2018 and 2017

(In millions of won) Note 2018 2017
Deposits 16,699,467 15,632,957
Liabilities for defined benefit obligations (145,639) (178,054)
Provisions 14,542 (69,584)
Other liabilities 174,590 4,845,053

(12,618,248) (6,097,440)

Income taxes paid (850,696) (664,286)

Interest received 13,208,601 11,425,960

Interest paid (5,058,596) (3,710,093)

Dividends received 63,826 265,887

Net cash provided by (used in) operating activities (6,320,196) 1,021,334

Cash flows from investing activities

Decrease in financial assets at fair value through profit or loss 2,150,860 -
Increase in financial assets at fair value through profit or loss (3,290,960) -
Proceeds from disposal of financial assets at fair value through

other comprehensive income 27,074,948 -
Acquisition of financial assets at fair value through other

comprehensive income (27,037,290) -
Proceeds from disposal of available-for-sale financial assets - 29,638,281
Acquisition of available-for-sale financial assets - (34,703,066)
Proceeds from disposal of financial assets at amortized cost 2,093,506 -
Acquisition of financial assets at amortized cost (5,836,342) -
Proceeds from maturity of held-to-maturity financial assets - 1,712,326
Acquisition of held-to-maturity financial assets - (7,033,310)
Proceeds from disposal of property and equipment 18, 50 39,202 11,459
Acquisition of property and equipment 18 (142,933) (155,186)
Proceeds from disposal of intangible assets 19, 50 3,638 9,286
Acquisition of intangible assets 19 (157,160) (111,257)
Proceeds from disposal of investments in associates 189,118 163,649
Acquisition of investments in associates (227,914) (380,213)
Proceeds from disposal of investment property 21,50 15,433 4,869
Acquisition of investment property 21 (115,333) (2,125)
Proceeds from disposal of assets held for sale 4,498 10,466
Other, net (311,744) (10,435)
Proceeds from settlement of hedging derivative financial

instruments for available-for-sale financial assets 67,039 85,616
Settlement of hedging derivative financial instruments for

available-for-sale financial assets (26,653) (27,629)
Net cash flow from entity merge 57,58 (4,498) 83,631

Net cash used in investing activities (5,512,585) (10,703,638)

See accompanying notes to the consolidated financial statements.
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SHINHAN FINANCIAL GROUP CO., LTD. AND SUBSIDIARIES

Consolidated Statements of Cash Flows (Continued)
For the years ended December 31, 2018 and 2017

(In millions of won) Note 2018 2017

Cash flows from financing activities

Redemption of hybrid bonds W - (300,000)
Issuance of hybrid bonds 1,107,838 224,466
Net increase in borrowings 1,772,203 3,047,844
Proceeds from debt securities issued 26,487,712 20,006,957
Repayments of debt securities issued (14,689,246) (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 10,675 65,220
Settlement of hedging derivative financial instruments for debt
securities issued (16,832) (6