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UEEATIT HK$ Million 2006 2007 2008 2009 2010
BRES Shareholders’ funds 9,316 9,229 8,173 10,774 13,528
BEES Subordinated notes 3,480 5,148 5,672 4,602 4,684
RPRER Deposits from customers 67,279 79,084 82,361 89,572 97,281
BETNERE Certificates of deposit issued 8,768 8,843 4,655 2,060 4,746
GFaes Total deposits 76,047 87,927 87,016 91,632 102,027
BEEE Total liabilities (including

(REEEBER) subordinated notes) 92,701 106,692 104,192 102,838 118,293
RPER Advances to customers

(BEEESZER) (including trade bills) 50,603 61,295 60,999 57,165 72,749
EESE Total assets 102,037 115,940 112,386 113,629 131,839
TR A5 R Profit attributable to shareholders 1,196 800 189 601 1,074
2ERENK Total dividend distribution 652 373 168 - 322
LB TS HK$
FRERRM () Basic earnings per share (Note) 1.24 0.83 0.19 0.58 0.92
ks Dividends per share 0.70 0.40 0.18 - 0.27
HBA IR Percentage %
ERHFRLE Loan to deposit ratio

(BEB BTN (including certificates

k) of deposit issued) 66.5 69.7 70.1 62.4 71.3
MI5E Note:

—EEREE_TTNEFZERERBICHARER

TE-EFET_ARRZHEENTETUED -

Basic earnings per share for 2006 to 2009 have been restated to take into

account the effects of the rights issue of the Company completed in December

2010.
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RFBITEEERQA DAH SING BANKING GROUP LIMITED
TFE David Shou-Yeh Wong
FE Chairman
)% Bl Hon-Hing Wong (Derek Wong)
BlEE (R=ZF——FMHH—HELER) Vice Chairman (with effect from 1 April 2011)
ok John William Simpson
BIHNTEE Independent non-executive Director
AR David Richard Hinde
BIHHTEE Independent non-executive Director
] Robert Tsai-To Sze
BIIHNITEF Independent non-executive Director
REE Andrew Kwan-Yuen Leung
BIHNITEF Independent non-executive Director
R 5 A Seng-Lee Chan
BUIHTESE Independent non-executive Director
E LA Lon Dounn (Lonnie Dounn)
BIHNTEE Independent non-executive Director
IR —fiE Kazutake Kobayashi
HHTEE Non-executive Director
2S5 Frederic Suet-Chiu Lau
FHITEF Non-executive Director
F 18 5 Harold Tsu-Hing Wong
EFEBLITFHRITIAEE Managing Director and Chief Executive
(R=ZF——1F P H— AL (with effect from 1 April 2011)
HEEX Lung-Man Chiu (John Chiu)
HITEFE Executive Director
FiRZE Gary Pak-Ling Wang
HITEFE Executive Director
£ E Robert Tsai-To Sze
FE Chairman
o John William Simpson
Bl = David Richard Hinde
£ E Robert Tsai-To Sze
FE Chairman
ok John William Simpson
Bl = David Richard Hinde
REE Andrew Kwan-Yuen Leung
TFE David Shou-Yeh Wong

=% Hon-Hing Wong (Derek Wong)
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E % - 2507 8866

HH : 2598 5052
IRIKEBI B E 5 - DSBAHKHH
#94F : http://www.dahsing.com

581 B.A. (Hons), ACIS
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BRAEBELTEE17T12E1716F

RFRITERAF
BPIREERITIRMBR AR
RFRIT (PE) BRAF
SHRITERAT

(FRHEAFIME2562260E FE 5 T EMBIR
TZRITNMER )
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N

36th Floor, Dah Sing Financial Centre
108 Gloucester Road, Hong Kong
Tel: 2507 8866

Fax: 2598 5052

S.W.LLET.: DSBAHKHH

Web Site: http://www.dahsing.com

Hoi-Lun Soo B.A. (Hons.), ACIS

PricewaterhouseCoopers

Certified Public Accountants in Hong Kong

Herbert Smith

Computershare Hong Kong Investor Services Limited

Rooms 1712-1716, 17th Floor, Hopewell Centre
183 Queen's Road East, Hong Kong

Dah Sing Bank, Limited

Banco Comercial de Macau, S.A.
Dah Sing Bank (China) Limited
MEVAS Bank Limited

(Please see pages 256 to 260 of this annual report for the list of

branches of the major banking subsidiaries.)
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Mr. David Shou-Yeh Wong

Chairman

Aged 70. Appointed as the Chairman of the Company in 2004. Chairman
of Dah Sing Financial Holdings Limited (“DSFH”), Dah Sing Bank,
Limited, MEVAS Bank Limited, Banco Comercial de Macau, S.A., Dah
Sing Life Assurance Company Limited, Macau Insurance Company
Limited, Macau Life Insurance Company Limited, New Asian Shipping
Company, Limited and various other companies. Honorary President
of Hong Kong Guangdong Chamber of Foreign Investors and of
Guangdong Chamber of Foreign Investors. Over 45 years of experience
in banking and finance. Member of the Advisory Committee of the
Securities and Futures Commission, the Hong Kong Association of
Banks, the Chinese Banks Association Limited and the Hong Kong
Shipowners Association. Vice President of The Hong Kong Institute of
Bankers. Father of Mr. Harold Tsu-Hing Wong, an executive Director of
the Company, its key operating banking, and the insurance subsidiaries
under DSFH.

Mr. John William Simpson

Independent non-executive Director

Aged 70. Independent non-executive Director of the Company, Dah
Sing Bank, Limited and MEVAS Bank Limited. Had been a director of
Dah Sing Financial Holdings Limited from 1987 to June 2004 when its
banking business applied for separate listing on the Hong Kong Stock
Exchange. Member of the Audit Committee and the Nomination and
Remuneration Committee. Associate of the Chartered Institute of
Bankers in Scotland. Over 50 years of experience in banking and

finance.

Mr. David Richard Hinde

Independent non-executive Director

Aged 72. Independent non-executive Director of the Company, Dah
Sing Bank, Limited and MEVAS Bank Limited. Had been a director of
Dah Sing Financial Holdings Limited from 1987 to June 2004 when its
banking business applied for separate listing on the Hong Kong Stock
Exchange. Member of the Audit Committee and the Nomination and
Remuneration Committee. Currently Chairman of Invesco Asia Trust
plc. and Macau Property Opportunities Fund Limited. Over 30 years of

experience in international investment banking.
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Mr. Robert Tsai-To Sze

Independent non-executive Director

Aged 70. Appointed as an Independent non-executive Director of the
Company in 2004. Also an Independent non-executive Director of Dah
Sing Financial Holdings Limited (“DSFH”), Dah Sing Bank, Limited, Dah
Sing Bank (China) Limited, MEVAS Bank Limited and Dah Sing Life
Assurance Company Limited. Currently the Chairman of the Audit
Committees, the Nomination and Remuneration Committees of both
the Company and DSFH, and a non-executive Director to a number of
Hong Kong listed companies®. Fellow of the Institute of Chartered
Accountants in England and Wales and the Hong Kong Institute of
Certified Public Accountants. Also a former partner of an international

firm of accountants with which he practised for over 20 years.

Note(*): Apart from the Company and DSFH, Mr. Robert Sze also holds/held
directorships in other Hong Kong listed companies during the last three
years, namely, Asia Satellite Telecommunications Holdings Limited,
China Travel International Investment Hong Kong Limited, Hop Hing
Group Holdings Limited, Min Xin Holdings Limited, Nanyang Holdings
Limited, QPL International Holdings Limited, SW Kingsway Capital
Holdings Limited and Television Broadcasts Limited (resigned in 2008).

Mr. Andrew Kwan-Yuen Leung

Independent non-executive Director

Aged 60. Appointed as an Independent non-executive Director of the
Company in 2004 and of Dah Sing Bank, a key operating subsidiary of
the Company, in 2006. Currently Legislative Councillor (Industrial First),
Chairman of the Vocational Training Council. Honorary President of
Federation of Hong Kong Industries and Textile Council of Hong Kong.
Council member of the Hong Kong Trade Development Council.
Currently also an Independent non-executive Director of China South
City Holdings Limited. Had been an Independent non-executive Director

of Meadville Holdings (BVI) Limited (dissolved).

Mr. Seng-Lee Chan

Independent non-executive Director

Aged 64. Appointed as an Independent non-executive Director of the
Company in August 2008 upon his retirement in June 2008 as the Chief
Executive Officer of Heidelberg China Limited. Over 40 years of
experience primarily in the Print Media Industry and with a sound

knowledge of the Asian markets, particularly in China.
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Mr. Lon Dounn (Lonnie Dounn)

Independent non-executive Director

Aged 58. Appointed as an Independent non-executive Director of the
Company in December 2010. Over 30 years of extensive experience in
the banking industry and had assumed various senior executive
positions in credit and risk management in a number of banks, including
HSBC and Bank of China.

Mr. Kazutake Kobayashi

Non-executive Director

Aged 48. Appointed as a Non-executive Director of the Company in
2009. Currently Deputy General Manager of The Bank of Tokyo-
Mitsubishi UFJ, Ltd. (“BTMU”) Hong Kong Branch. Rich expertise in
retail banking and corporate banking, with 25 years of experience in

banking and finance.

Mr. Frederic Suet-Chiu Lau

Non-executive Director

Aged 59. Appointed as an Executive Director in 2007 and re-designated
as a Non-executive Director of the Company in January 2011 due to
his resignation from executive role in the Company and its subsidiaries.
Chartered Financial Analyst and Ph.D in Economics. Member of Board
of Trustees of Global Association of Risk Professionals. 20 years of
experience in governmental or quasi-governmental departments in

supervision of financial related corporations.
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Mr. Hon-Hing Wong (Derek Wong)
Managing Director and Chief Executive*

Aged 58. Appointed as the Managing Director* of the Company in 2004.
Appointed as Director of Dah Sing Financial Holdings Limited in 1993
and promoted as its Managing Director in January 2002. Joined Dah
Sing Bank, Limited (“DSB”), a key operating subsidiary of the Company,
in 1977 and has served and managed various departments before
appointed as a director of Dah Sing Bank in 1989 and was promoted as
its Managing Director in 2000. Chairman of Dah Sing Bank (China)
Limited and a director of various major subsidiaries of the Group.
Director of Great Wall Life Insurance Company Limited, and the non-
executive Vice Chairman and Director of Bank of Chongqing in which
the Group has a 20% equity interest. Associate of The Institute of
Bankers (U.K.), Founder Member of The Hong Kong Institute of Bankers
and The International Retail Banking Council of the U.K. Over 30 years
of experience in banking.

Note(*): Promoted as the Vice Chairman of DSBG and DSB, and vacated from
the office as the Managing Director and Chief Executive of DSBG with
effect from 1 April 2011. Subject to the approval of the Hong Kong
Monetary Authority in respect of the application of his successor,
Mr. Derek Wong will retire from his current capacity as the Managing
Director and Chief Executive of DSB on an exact date to be determined.

Mr. Lung-Man Chiu (John Chiu)
Executive Director

Aged 61. Joined Dah Sing Bank, a key operating subsidiary of the
Company, in 1986 and appointed as an Executive Director of Dah Sing
Bank and Dah Sing Banking Group Limited in 1995 and 2004
respectively. Currently the Chief Executive and Director of Banco
Comercial de Macau, S.A. incorporated in Macau. Over 30 years of
experience in banking.

Mr. Gary Pak-Ling Wang*
Executive Director

Aged 50. Appointed as an Executive Director of the Company in 2004.
Joined Dah Sing Bank, Limited, a key operating subsidiary of the
Company, as the Group Financial Controller in 1995 and was promoted
as a Director of Dah Sing Bank in 1997. Currently also an executive
Director of Dah Sing Financial Holdings Limited and Group Finance
Director responsible for the overall financial management and control,
operations and IT functions of the Group. Qualified accountant, Fellow
of The Association of Chartered Certified Accountants of the U.K. and
member of the Hong Kong Institute of Certified Public Accountants. 25
years of experience in financial management mainly related to banking.

Note(*): Subject to receiving approval of the Hong Kong Monetary Authority,
Mr. Gary Wang will be promoted as the Chief Executive of DSB,
succeeding Mr. Derek Wong.
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Mr. Harold Tsu-Hing Wong

Executive Director*

Aged 41. Appointed as an Executive Director* of the Company in 2004.
Joined Dah Sing Bank, Limited, a key operating subsidiary of the
Company, in 2000, appointed as an Executive Director in 2005 and as
the Vice Chairman in March 2010. Currently also a director of Dah Sing
Bank (China) Limited, MEVAS Bank, Banco Comercial de Macau, S.A.
and Dah Sing Life Assurance Company Limited. Qualified solicitor in
England and Wales and in Hong Kong. Son of Mr. David Shou-Yeh
Wong, the Chairman of the Company and Dah Sing Financial Holdings
Limited.

Note(*): Promoted as the Managing Director and Chief Executive of DSBG
succeeding Mr. Derek Wong with effect from 1 April 2011.

Mr. Nicholas John Mayhew*
Executive Director of Dah Sing Financial Holdings Limited and Dah Sing Bank

Aged 43. Joined Dah Sing Financial Holdings Limited in 1998 and
currently its Executive Director. Also a Director of Dah Sing Life
Assurance Company Limited, Macau Insurance Company Limited,
Macau Life Insurance Company Limited, Dah Sing Bank and Dah Sing
Bank (China) Limited. Head of Treasury and Corporate Finance of Dah
Sing Bank responsible for its treasury and corporate finance activities.
Over 20 years of experience in financial services both in the U.K. and

Hong Kong.

Note(*): Subject to receiving approval of the Hong Kong Monetary Authority,
Mr. Nicholas Mayhew will be promoted as the Deputy Chief Executive
of DSB.

Mr. John Cheung-Wah Lam
Executive Director of Dah Sing Bank and MEVAS Bank

Aged 56. Joined Dah Sing Bank, a key operating subsidiary of the
Company, and appointed as its Executive Director in 2005 and as the
Head of Retail Banking Division responsible for retail banking business.
Also a Director of Dah Sing Bank (China) Limited, MEVAS Bank and
Dah Sing Life Assurance Company Limited. Fellow of The Institute of
Canadian Bankers. Over 30 years of banking experience in Hong Kong

and North America.
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Mr. Kwok-Leung Kwong (Thomas Kwong)

Executive Director of Dah Sing Bank

Aged 62. Joined Dah Sing Bank, a key operating subsidiary of the
Company, and appointed as its Executive Director in 2007, and a
Director of Dah Sing Bank (China) Limited in 2008. Currently Head of
Commercial Banking Division in Dah Sing Bank, responsible for
overseeing and supervising commercial banking business and asset
based and trade financing. Over 30 years of experience in banking and

finance.

Mr. Xiaojiang Yan

Executive Director of Dah Sing Bank

Aged 56. Joined Dah Sing Bank, a key operating subsidiary of the
Company, in 2006. Appointed as an Executive Director of Dah Sing
Bank in 2007, and Dah Sing Bank (China) Limited in 2008, responsible
for the banking development, and branch supervision and management
in the Mainland China. Over 20 years of banking experience in Hong

Kong and China.

Mr. Yau-Shing Cheung (Alex Cheung)
Executive Director of Dah Sing Bank

Aged 49. Joined Dah Sing Bank, a key operating subsidiary of the
Company, and appointed as its Executive Director in 2010. Currently
Head of Group Risk Management, responsible for strategic direction,
overall risk management framework and management oversight on the
Group Risk Division. Prior to joining Dah Sing Bank, he held a range of
senior audit and risk management positions with a number of financial
institutions in Hong Kong, including The Chase Manhattan Bank, Hang
Seng Bank and Bank of China (Hong Kong). Over 20 years of experience
in banking and accounting.

Note: Interests of Directors and Senior Management in shares and underlying
shares of the Company or its associated corporations, if any, within the
meaning of Part XV of the Securities and Futures Ordinance as at
31 December 2010 are disclosed in the "Interests of Directors and Chief
Executive" of the Report of the Directors as included in this 2010 Annual
Report of the Company.
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performance during the year.

MEXRRE R E -

The Hang Seng Index closed at above 23,000 points at the p-
2010 year end, reflecting improved market conditions and

BAERHEN T -ZFRKIREE23,000% - RRFAT

RHRITEBBER D —E—EEF

2010 was a year of recovery from the aftermath of the global
financial crisis. With the benefit of robust economic growth in Hong
Kong and Mainland China, loan demand was strong whilst liquidity
in the market was ample and credit cost was benign. Against a
more favourable economic backdrop, our performance in 2010 was
much stronger than in 2009. Our businesses in Hong Kong and
Macau enjoyed steady growth during the year. The growth of our
business in China, both the banking business under our direct
control and the business of our associated company,
Bank of Chongqing, was particularly robust, thanks to
the strong economic performance of China in 2010.

We have devoted effort not only to grow our businesses,
but also to improve the
quality of our services,
design of our products
and to ensure compliance
with the more stringent
post-crisis regulatory
requirements during the
year. | am glad that
our efforts in 2010
were rewarded, with

50.750 51.450

AT T

Dah&ing

Banking
13.220 13.240

profit attributable to
shareholders increasing
from HK$601 million to
HK$1,074 million, an
increase of 79%.
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In 2010, loan growth in our banking businesses was rapid,
increasing by 27 % relative to the loan balance at the end of 2009.
With the strong loan growth, we also made efforts to increase our
deposit balances, and achieved growth of 11% in customer
deposits year on year.



DAH SING BANKING GROUP LIMITED

TRERES

RHRIT 2 2EMBRBARFRT (FE)BR
AR ([RFRAT (P J) IR B A b 7o (43
MEE  HEZREERERRY 225 - &
RIN LR FAENEIZNT -  AEERE
B UREMNZFHDITHR —F——FE+F
F%  WEHEBRRXEMOTT - BEEMRE
BRESEEGR O EBMT TEE - BX
FRTT (PE) R T -FF 2 ERBRFRG
BRBIERSYS  FLAREEELRIE DR

FED e

BB AREZ EHEREHRES R INBRRR
o ARFR T -FF+ - AEmMk
SHEFIERAHEET (THR]) -

HRARBAR - E—ZFRE ARG HRAERE
ZFIREAREARRITINE R AMERREINEE
BR BN -_T-FEF+-_A=1+—H &&
B2 —RERT R R R EREAT R R
DRRADZ TR RADZT/NH=  KFHR
“ETNFREE o

R-ZE-TF+-_AKRE  BLAXLRETE
RARBIZEUIFPITES - EXHARNEAS
= HERITEBER - SERZHRMRBIRTE
ERREESEITHRER - RAMRE - EEH
TEREHNERAREEREHEEFELE
Bl REEBCOELALERRARRERS
ZHKE e

R=F——%—F—R  ATREERRER
AAREMBAR ZTHBT - WEEBAR
AZIERTES -

Dah Sing Bank’s wholly owned subsidiary, Dah Sing Bank (China)
Limited (“DSB (China)”), now operates in four cities in China, with
a network comprising the Shenzhen headquarters, and branches in
Shanghai, Nanchang and Zhenjiang. We are expecting our new
Guangzhou branch to open in the first half of 2011 whilst the
opening of other branches is under active consideration.
Notwithstanding its less substantial profit contribution to the group
at present, DSB (China)’s strong momentum of growth of both loan
volume and deposits in 2010 gives us confidence in its potential in
the future.

To help fund our business growth and strengthen our shareholders’
equity, the Company completed its rights issues in December 2010,
raising new capital of HK$1 billion (the “Rights Issues”).

As the new equity raised by the Rights Issue had not yet been
injected by the Company to its banking subsidiaries as additional
regulatory capital at the end of 2010, our Core Tier 1 capital
adequacy and total capital adequacy ratios was 10.2% and 16.3%
respectively as at 31 December 2010, similar to the levels in 2009.

On 6 December 2010, Mr. Lonnie Dounn was appointed as an
Independent Non-Executive Director of the Company. Mr. Dounn
has over 30 years of extensive experience in the banking industry
and had assumed various senior executive positions in credit and
risk management in a number of reputable banks. | believe that
Mr. Dounn will contribute to the improvement of our risk
management and business management. We welcome Mr. Dounn
as a new member of the Board of the Company.

On 1 January 2011, Mr. Frederic Suet-Chiu Lau was re-designated
as a Non-Executive Director of the Company due to his resignation
from executive role in the Company and its subsidiaries.
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2010 was a year of global recovery from the unprecedented financial
tsunami that had threatened international financial stability.
Although Asia, particularly China, appeared resilient, there were still
many issues facing economies in other parts of the world around
the end of 2010. The post-crisis regulatory environment has become
much more stringent, with further regulatory changes expected in
the coming years. Although we do not see immediate major
problems ahead for the economy in the Greater China Region, there
are a number of challenges such as continuing market volatility,
rising inflation and the timing on the increases in interest rates,
which may result in moderating the growth of the global economy.

However, we see attractive prospects from the continuing economic
development of the Mainland, together with the closer interaction
and cooperation between Hong Kong, Macau and Guangdong
province. Hong Kong is already developing rapidly as an offshore
RMB centre, with increasing cross border trade flows denominated
in RMB, as well as increasing pools of RMB liquidity building up in
Hong Kong. We are optimistic that this economic development,
closer regional cooperation, and offshore RMB business will
continue to increase, and that this will bring opportunities to the
banking sector in Hong Kong.

A wide-ranging agreement was signed between Hong Kong
government and Guangdong provincial government in April 2010
for the establishment of a new world-class economic zone. With
increasing economic development and cooperation of the greater
Guangdong-HongKong-Macau region, and support from the
Central Government on promoting further development in the key
service industries of Hong Kong and Macau, and particularly on
enhancing Hong Kong’s status as an international financial centre
as reaffirmed in the 12th 5-year development plan of China, we see
exciting future business opportunities in an increasingly powerful
economic zone with over 100 million people.
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We are geographically and economically well situated, with
business and branch network coverage in Hong Kong, Macau and
Guangdong province. We shall continue to upgrade our services and
products to our customers in the region, enhance the quality and
skills of our staff, and further strengthen our information technology
and risk management capabilities, all of which are crucial to creating
value to our shareholders and customers, and consistent with our
strategy of “Growing with the Asian Region”.

Finally, | would like to thank my fellow directors for their valuable
contribution and extend on behalf of the Board, our appreciation to
all our colleagues for their hard work and dedication over the past
year, and also our appreciation of the support from our customers
and shareholders.

David Shou-Yeh Wong
Chairman

Hong Kong, 23 March 2011
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summarised in the table below:

BARA

The highlights of the Group’s financial performance for the year are

—E-ZF —ETREF b=
2010 2009 Variance
FEE Net interest margin 1.68% 1.95%
BEATT HK$ Million
BRI E BB AT Operating profit
2 i A before impairment losses 1,147.3 609.9 88.1%
??xéf&l;{iéfﬁﬂﬂlf\?& Operating profit before gains or
NBBR 2 & E R losses on certain investments
and fixed assets 1,049.5 182.3 475.7%
& 3R P& 11 Vg Profit attributable to shareholders 1,074.1 600.8 78.8%
EFEXR Advances to customers 72,749 57,165 27.3%
EPTER Customers’ deposits 97,281 89,572 8.6%
EBEITZERE Certificates of deposit issued 4,746 2,060 130.4%
FEREF Total deposits 102,027 91,632 11.3%
BRITZERE Issued debt securities 1,943 -
‘RIBER Subordinated notes 4,684 4,602 1.8%
BESE Total assets 131,839 113,629 16.0%
BfEAsT Total liabilities 118,293 102,838 15.0%
ERE S Shareholders’ funds 13,528 10,774 25.6%
FFBURA S EE R A Net interest income/operating
income 80.6% 91.4%
X ZS U A L 2R Cost to income ratio 52.7% 73.9%
15 48 E B ¥ Return on average total assets 0.9% 0.5%
FHRERE 2 B Return on average shareholders’
funds 8.8% 6.3%
BEREFHR(BE Loan to deposit (including
FRGE) & certificates of deposit) ratio 71.3% 62.4%
BEEAOEE N EFRATERSFEES L With an improved economy and the absence of exceptional
SER_Z-FTF MR RERER RELE operating charges in the year, our Group’s 2010 operating profit,
RAE T NFIEN  EEERTES both before and after impairment losses, was much higher than

HEESHATEREEMZHEREBHERETR
TEJEETETF FTE e RREERMA_STNEF
ZANET—BEEATENES 2 ETAETE
tJFEE%;’éﬁ: o

2009, driven mainly by the absence of exceptional provisions
associated with the Lehman related investment products, and lower
loan impairment losses. Profit attributable to shareholders increased
by 79% to reach HK$1,074 million, up from HK$601 million earned
in 2009.
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Net interest income in the year was down by 8% as a result of a
narrowing in the net interest margin from 1.95% in 2009 to 1.68%
in 2010. The strong pace of loan growth in the year, with an increase
of 27%, has assisted to mitigate part of the adverse impact of the
margin contraction caused by the intense competitive pressure on
loan pricing, higher deposit costs in the second half of 2010 due to
the maintenance of relatively high levels of liquidity, and lower yields
for short-term liquid assets during the year.

Net fee and commission income increased by 11% to HK$387
million in 2010, mainly driven by the higher volume of lending
business. Net trading income also improved substantially from a
net loss of HK$175 million to a profit of HK$50 million.

Loan impairment losses and other credit provisions reduced
significantly from HK$428 million to HK$98 million, down by 77 %.
Impairment costs were low in 2010 as a result of improvement in
the credit quality for both of our commercial and retail banking
businesses, and we also benefited from the write-back of individual
impairment charges in the year.

Total operating expenses were down by 26%, mainly due to the
absence of further provision charges relating to the repurchases of
Lehman related retail investment products from our customers, and
effective cost control during the year. Although the costs for
business development in China increased, we have improved our
operational efficiency since late 2008, which enabled us to keep a
tight control on our core operating costs.

Our associated company Bank of Chongging (“BOCQ”) continued
to perform strongly in 2010 and therefore its contribution to our
profit increased substantially. The share of net profit from BOCQ
attributable to our 20% shareholding interest increased by 27%
from HK$196 million to HK$249 million.
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As at 31 December 2010, the Group’s total gross loans and
advances amounted to HK$72.7 billion, an increase of 27% over
2009. A faster rate of expansion was achieved by our commercial
banking businesses, including trade finance, in both Hong Kong
and China, although our credit card and consumer lending also
recorded respectable growth.

Total assets of the Group reached HK$131.8 billion, an increase of
16% over 2009.

Customers’ deposits plus certificates of deposit issued totalled
HK$102 billion, an increase of 11% over the previous year amidst a
more competitive market and increasing funding demands by banks
to support the rapid loan growth in the local market. The loan to
deposit ratio of the Group was 71.3% as at 31 December 2010,
compared with 62.4% at the end of 2009.

Personal Banking

Our Personal Banking business, serving the retail banking, VIP
banking and private banking market segments mainly in Hong Kong
and Macau, achieved much improved results in 2010, driven mainly
by lower operating expenses and a substantial reduction in loan
impairment losses. The absence of exceptional Lehman related cost
provisions in 2010, compared with the need to charge the costs
arising from the repurchases of Lehman related retail investment
products in 2009, was a significant factor in improving the operating
performance of our Personal Banking business in 2010. This was
further boosted by the continued improvement in asset quality in
the year, with loan impairment losses reducing by close to 57%.

Despite the higher loan balance, only a mild increase in net interest
income was achieved, due mainly to the tighter net interest margin.
With overall fee and commission income failing to post a growth
over 2009, operating income from our Personal Banking businesses
was flat compared to 2009.
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Personal Banking (Continued)

Although we had achieved a mild increase in the residential
mortgage loans balance, a much higher proportion of the new
mortgage loans booked in the past two years was Hibor based
mortgages, which had led to a general tightening in the spread of
the whole mortgage portfolio. Coupled with the keen price
competition in the residential mortgage market, a lower average
margin on this business was recorded, despite the higher mortgage
loan balance.

We put in stronger effort in growing our unsecured lending in the
year, including credit cards and personal loans. We are pleased to
have achieved comparatively strong increases in these loans. We
were encouraged that our card development and promotion efforts
in the year were recognised by industry bodies, with several awards
received by Dah Sing Bank in 2010 including recognition by VISA
as “The Most New Visa-Exclusive Cobrand & Affinity Card
Programs”, and by MasterCard for “The Highest Growth Rate —
Number of Open Cards In Hong Kong”, and “The Best Strategic
Marketing Program Launch in HK — My Favorite Merchant Rewards
Program”. China UnionPay also awarded Dah Sing Bank as “The
Highest Growth Rate — Premium Product Cardholder Spending in
HK”.

We were also pleased to see that Banco Comercial de Macau, our
wholly-owned subsidiary bank in Macau, was recognised in the year
by MasterCard as “The Highest Growth Rate in 2010 Cardholder
Spending in Macau” and “The Best Co-branded Card Program
Launched in 2010 in Macau” on one of its co-brand cards.

On unsecured personal loans, with the launch of the higher profile
advertising campaigns including TV advertising, we recorded
stronger increase in loan applications and personal loan balance in
the year.

As part of the business strategy of our Retail Banking business in
expanding our products and services, we have increased our retail
securities trading capabilities and customer acquisition. As of the
end of 2010, we have a total of 20 retail trading centers at our
branches to assist customers to trade in Hong Kong stocks.

19



20

ME
5
[o]
&

il N SRAT (%)

AEERERNPRSEEFECERP  BE
EMEPZBABRGT AREZER - BRE
BESMREARERBSAEEA P EERE
BRAE—PREE AT PRHE 2RI RIES
RIBEBWAZER °

BEASERERTEBEPZARYERT
K BERTEBZ —BE2ERBINFAR
ZRAEP ZHE RIFRAE - tLREBEIE
LEFRTERESREFPEMRLHEES -

AEBRERARBEREEZOTHE R
F-ZEFHMEMEI>TRBMERESHD
T R-ZF-"TFFE  KEZHTHEERE
REBEBARBITLEARTEEZATHET
BT WRFIRERITRRMKE 2 TR
21T WRRBIREFSRBAS 2 — iRtk
FALASRITIRTS < M B AL AERTT -

Grand opening of »
Lok Fu Branch

in June 2010.
HENTR_Z—FF

NAEERZE -

RHIRITEEBRRA

Personal Banking (Continued)

With our continuous efforts in attracting high net worth customers, the
number of VIP customers recorded a satisfactory growth. The
expansion of investment funds and enhancement of our investment
services enabled our wealth management business to further improve
its services to customers and contribution to our fee income.

With the strong loan demand coming from the customers of our
Commercial Banking business, an important contribution made by our
Retail Banking business was a notable increase in the number and
amount of customer deposits in the year, which was important in
increasing and broadening our deposit funding and customer base.

We continue to upgrade and expand our branch network in Hong Kong,
with a number of branches renovated and refurnished, and the addition
of two new branches in 2010. As of the end of 2010, our branch network
includes 50 retail branches in Hong Kong under the name of Dah Sing
Bank and MEVAS Bank, and 15 branches in Macau under Banco
Comercial de Macau, and one subsidiary private bank in Guernsey,

Channel Islands providing offshore private banking services.




DAH SING BANKING GROUP LIMITED

ey iE)

7 SR SRAT

BERT(BREZIRE  BEEE  REE
F o BHRBENERRE) HEHEEN_-FF
NEREERZ G - TBTAREEEERK
MR A= FTER

BERTEB ERBENEHR (BREIRME
ERNBRBAINZEEER  ETBEEEER
BPEARTEZINBRARMARZBEERTE
R _EZNFEAADZ=T= " T2MH
MERE  EWRENEIBEMTY - AR
HRNEEZEETEEABIER - AEEE
THEBEP ZEMBEEF R ZEREERR
Lo RRASERAERZEZEEEMNALE N
DB BRBNEE - BERTEHPIRESE
HRBREF  EPERIEZUERER

BXFEBRAEG Ly BURR - WEEH /)
CREFPZEEF R SEEENAN-—F—
ZEFRERBTRFRIEEREE - TEF
BE2MEBRBESF RN T ——FFH
Bz P/ NE R EERATE] o N - REIRE
BETERRTIERERFHETHE YN -F
—SFEEPRBTERPB AR BN+
TEEARERERRES -

BEEREBAMERLREEBRARGES A
BRZNE  FERXRTESR_-ZT—ZF
ZEBEBWNREDER -_ZTNF - TERAE
REREEZWE BEFBEXRER NERFR
BERSMEBBUENBHAR D -

Commercial Banking

Commercial Banking, which includes trade finance, commercial
lending, syndicated lending, equipment finance and vehicle finance,
reported a significantly higher profit when compared to 2009, driven
mainly by a substantial improvement in asset quality.

Overall loan balance under Commercial Banking businesses,
including trade finance and commercial loans for use outside Hong
Kong, but excluding commercial banking loans booked by our
subsidiaries in Macau and China, was up 32% relative to 2009,
boosted mainly by property finance, vehicle finance and trade
finance, whilst lending to small and medium sized enterprises
recorded respectable growth. Our equipment finance lending to
manufacturing customers ended the year with a lower loan balance,
reflecting our more selective approach in booking new business
under more stringent credit underwriting criteria. In addition to
delivering a relatively high rate of loan increase, our Commercial
Banking division also achieved good growth in customer deposits.

To support our business expansion and risk diversification, and to
meet the credit demands of our SME customers, we continued to
make use of the Government Special Loan Guarantee Scheme,
which expired at the end of 2010, and have agreed to participate in
the new SME Financing Guarantee Scheme launched by the Hong
Kong Mortgage Corporation in early 2011. We also maintain a close
relationship with various industry and major trade associations, and,
in 2010, sponsored an important trade exhibition event in Hong
Kong organised by the Chinese Manufacturers’ Association, the
45th Hong Kong Brands & Products Expo.

Despite the increase in its loan book and an encouraging
improvement in fee income, the total operating income of our
Commercial Banking businesses in 2010 was lower than 2009,
caused mainly by lower net interest income, which was a result of
tighter loan margins, a general lowering in the loan yields, and higher
spread paid on deposits.
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Commercial Banking (Continued)

The continued improvement in the asset quality of our commercial
lending portfolio brought a net write-back in loan impairment
provision in 2010, which, when compared with the relatively
significant charges of loan impairment booked in 2009, was the
most important favourable factor contributing to the much higher
profitability recorded by our Commercial Banking businesses in the
year.

Treasury

The performance of our Treasury business in 2010 was not
satisfactory. Performance was adversely affected by the much lower
net interest income earned, as Dah Sing Bank had adopted a
generally de-risking strategy in managing its surplus funds and
investment in credit, with the result that a substantial potion of the
new surplus funds generated from its core businesses were placed
in liquid investments, which generated lower net interest income.
While this risk adverse approach in managing our surplus funds
was gradually relaxed during the last few months as we saw further
evidence of market stability and confidence in both the global and
local market, net interest income remained subdued, and the overall
level of the operating income of our Treasury business was down
significantly from 2009.

The operating profit was further depressed by an impairment charge
on a bond investment made after considering market conditions,
credit assessment and review of the credit profile of the investment
as at the end of 2010. As part of our risk reduction and mitigation
measures, we had also taken the decision to dispose of certain
bond investments producing realized losses. These impairment and
disposal losses caused a material negative impact to our Treasury’s
2010 performance, and resulted in an overall net loss in the year.

Through our Treasury, and further to the US$70 million perpetual
subordinated debt repurchase action we conducted in 2009, we
repurchased in the year an additional US$75 million perpetual
subordinated debt issued by Dah Sing Bank, and recognised a gain
of HK$83 million in 2010 (2009: HK$244 million realized). The gain
booked in the year and in 2009, reflected under the corporate
segment and therefore not included under Treasury, helped to offset
the net loss recorded by our Treasury.
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Treasury (Continued)

Despite the continued volatility in the global market and new
emerging geopolitical uncertainties around the end of 2010, we note
that the global credit market, as reflected in different credit indices
and credit spread levels, had generally improved, leading to a further
recovery in the revaluation of our Treasury’s credit portfolio at the
end of the year.

Banco Comercial de Macau (“BCM”)

Despite achieving notable growth in loans and deposits, BCM
recorded a lower level of profit in 2010, caused mainly by lower net
interest margin and therefore lower net interest income, bond
disposal losses and write-off of certain intangible assets recognised
by the Group at the initial acquisition of BCM. On a normalized
basis and excluding the non-recurring exceptional items, BCM’s
net profit in 2010 was slightly lower than 2009, due mainly to the
narrower interest margin and higher collective loan impairment
provided by the higher loan balance.

Macau continued to register very strong economic growth in 2010,
following a rapid rebound since mid 2009, driven by tourism growth,
increased consumption and gaming revenues.

Dah Sing Bank (China)

Dah Sing Bank (China) Limited (“DSB China”), a wholly owned
subsidiary of Dah Sing Bank locally incorporated in China in 2008,
achieved much improved results in 2010. Due to the relatively low
base of loan and deposit balances, a substantial expansion was
recorded in the year, with loan balance reaching HK$3.8 billion by
the end of 2010. Notwithstanding its relatively small profit
contribution to the Group at present, DSB China’s growth
momentum, both of loan volumes and deposits in 2010, gives us
confidence in its potential in the future.

DSB China now operates in four cities in China, with a network
comprising the Shenzhen headquarters, and branches in Shanghai,
Nanchang and Zhenjiang, offering both commercial banking and
retail Renminbi banking businesses to customers in China. We are
expecting our new Guangzhou branch to open in the first half of
2011, whilst the opening of other branches is under active
consideration.
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MEVAS Bank

As a result of the implementation of the decision to reorganise
MEVAS Bank (“MEVAS”), most of its businesses, branches and
customers were migrated to Dah Sing Bank in 2010. We believe the
changes will provide better services to our customers. As at the
end of 2010, MEVAS only offered limited commercial banking and
deposit taking services in Hong Kong.

Bank of Chonggqing

Bank of Chongging (“BOCQ”) is the leading city commercial bank
in Chongging. Chonggqing is the largest city in Western China and
one of the 4 leading cities in China reporting directly to Beijing.
BOCQ operates a branch network of around 80 branches, including
a branch in Chengdu, the capital city of Sichuan province.

With the continued strong pace of growth and development in
China, and particularly in the greater Chongqing region, coupled
with strong growth in loans and deposits, and with benign asset
quality, BOCQ achieved another year of impressive growth and
strong results in 2010.

BOCQ’s total assets, as of 31 December 2010, driven mainly by
loan and treasury asset increases, reached RMB108.2 billion, up
34% relative to 2009. Net profit for the year ended 31 December
2010 was RMB1.08 billion, up 24% on 2009.

Our interest in BOCQ remained at 20%, and our share of BOCQ net
profit is incorporated in the Group’s profit on equity accounting
basis, which was increased from HK$196 million in 2009 to HK$249
million in 2010, an increase of 27% including the effect of foreign
exchange gain adjustment.
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In our effort to further strengthen our risk management effectiveness,
we conducted a project to review the risk management and control
framework and processes of our Banking Group in 2010. Some areas
for improvement and recommendations, mainly on risk
management structure and processes, were raised. Management
believed the exercise helped in assisting us to further upgrade our
risk management system and process, and enabled us to become
more effective in expanding our businesses with sound risk control,
including an improved focus on balancing risks and returns.

During the year, we further upgraded our compliance function in
terms of resourcing and quality, and increased the involvement of
our compliance division in different business and operational
projects. More compliance training and guidance, including a Group
wide compliance conference, were organized and provided to the
staff in the Group to promote compliance awareness and stronger
compliance discipline.

—ZE-EF Z—TTNF

RITHEE Banking Group 2010 2009
MEBIRTT < & O E AN Combined capital base of

(LB && T banking subsidiaries (HK$ million)

-R+=ZA=+—8 - at 31 December
— BB AR - Core capital 8,481 7,708
— Mt pn&E AR — Supplementary capital 5,138 4,963
& 2 B AREREERE Total capital base after deductions* 13,619 12,671
BEARTE B L& Capital adequacy ratio
— & - Core 10.2% 10.2%
— B - Overall 16.3% 16.8%
REES R (FEFY) Liquidity ratio (average for the year) 45.7% 57.3%

BNl AHERERBEREIZEESHMER
BEBSER]) REZEEHRAREEFEZ K
BITHREENER - A RLHRITHEHDAH.
Hambros Bank (Channel Islands)2:f& (387172 (& AN)
MADIEEEREAIE 2 A G EANERE -

*

The total combined capital base shown above reflects the sum of the
consolidated capital base of Dah Sing Bank calculated on a regulatory
consolidation basis specified by the Hong Kong Monetary Authority
(“HKMA?”), Mevas Bank and D.A.H Hambros Bank (Channel Islands)
computed on Basel Il basis with reference to the Banking (Capital) Rules.
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The Group’s banking business maintained a relatively strong capital
position in 2010, following capital actions concluded in 2009, and
capital generation via profit retention. To help fund our business
growth and strengthen our shareholders’ equity, the Company
completed its rights issue in December 2010, raising new capital of
HK$1 billion.

The combined core Tier 1 capital adequacy and total capital
adequacy ratios of the Company’s banking business stood at levels
largely similar to those at the end of 2009, as the new equity raised
by the Company’s rights issue had not yet been injected to its
banking subsidiaries as additional regulatory capital at the end of
2010. Our Banking Group’s combined core Tier 1 capital adequacy
and total capital adequacy ratios were 10.2% and 16.3%
respectively as at 31 December 2010, not including the proceeds
of the Company’s rights issue, which will be injected into Dah Sing
Bank during 2011.

For prudent capital management, Dah Sing Bank issued US$225
million Lower Tier 2 10-year subordinated bond in the first quarter
of 2010, and called the entire previously issued US$150 million
Lower Tier 2 subordinated debt, which was callable in May 2010.

Our Group continued to maintain throughout the year a very high
liquidity ratio backed by a strong pool of liquid assets including
cash and placements with banks, and diversified marketable
securities held for investment and liquidity purposes.

Dah Sing Bank’s long-term credit ratings, at “A3” and “A-" assigned
by Moody’s and Fitch respectively, were affirmed in 2010.
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To comply with the regulatory guideline on sound remuneration
system issued by the Hong Kong Monetary Authority (“HKMA”) in
March 2010, the Group had conducted a review of its remuneration
system and made relevant upgrades to achieve consistency with
the new requirements set out in the new HKMA guideline. The Group
will continue to work to ensure that its remuneration system and
practices, including its risk management framework, supports the
achievement of long-term financial soundness of the Group,
remains competitive in the market, and complies with the regulatory
requirements.

We continued our work to improve the service excellence,
teamwork, caring and trust culture throughout the organization. In
addition, a group-wide compliance conference was held in the year
to promote communication and sharing of our Group’s commitment
to compliance. Personal support and counselling services as well
as crisis management training were provided to staff-in-need
through our employee assistance program. Our staff social club
continued to promote staff and family well-being, and organized
different social and sports activities to help promote wellness,
affinity, friendship, health and community services. We are also
among the very first group of companies that participated in the
Caring Company Campaign initiated by the Hong Kong Council of
Social Services and have been awarded as a “Caring Company”
for nine consecutive years since the recognition was launched.

The Group’s headcount increased in 2010 as a result of our business
growth and increasing demand for human resources to strengthen
our capabilities in both business units and support functions. The
total number of employees of our Group, including our staff in
Macau and China, increased from 1,793 at the end of 2009 to 2,031
at the end of 2010.
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The Group is committed to high standards of corporate governance,
and follows all of the code provisions set out in the Code on Corporate
Governance Practices (the “Code”) contained in Appendix 14 of the
Listing Rules of The Stock Exchange of Hong Kong Limited (the “Listing

Rules”).

This report is issued in accordance with Appendix 23 of the Listing
Rules, and explains how the Company applies the provisions set out in
the Code.

The Company has adopted its code for directors’ securities transactions
on terms no less exacting than the prevailing required standard set in
the Model Code in Appendix 10 of the Listing Rules. Following specific
enquiry, the Directors of the Company confirmed that they have

complied with the Model Code throughout the year.

(1) The Board

The Board is responsible for the leadership and control of the Company
so as to promote its success and continued growth. The Board is also
responsible for ensuring that the Company has sound systems of risk
management, internal control and regulatory compliance. The Directors,
collectively and individually, have a duty to act in good faith, and to
take decisions objectively in the interests of the Group. The Board sets
the business objectives for the Company, and monitors the execution

of those objectives by the management of the Company.

(2) Board composition and meetings

At 31 December 2010, the Board is made up of the Chairman, Mr. David
Shou-Yeh Wong, five executive directors including the Chief Executive,
one non-executive director, and six independent non-executive
directors. Brief biographical details of the directors are set out on pages
6to 11.

Board meetings are held at least four times each year at approximately

quarterly intervals, and additional board meetings are held as necessary.
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(2) Board composition and meetings (Continued)

The following table sets out the attendance record of each director at

the board meetings held in 2010:

Number of Board meetings in 2010

Independent Non-Executive Directors
Robert Tsai-To Sze
John William Simpson
David Richard Hinde
Andrew Kwan-Yuen Leung
Seng-Lee Chan
Lon Dounn (Lonnie Dounn)
(appointed with effect from 6 December 2010)

Non-Executive Director

Kazutake Kobayashi

Executive Directors

David Shou-Yeh Wong
Hon-Hing Wong (Derek Wong)
Gary Pak-Ling Wang
Lung-Man Chiu (John Chiu)
Harold Tsu-Hing Wong
Frederic Suet-Chiu Lau

Average attendance rate

7/7
4/7
7/7
6/7
7/7

11

7/7

7/7
7/7
7/7
7/7
7/7
6/7

100%
57%
100%
86%
100%

100%

100%

100%
100%
100%
100%
100%

86%

95%

Notice of at least 14 days is given of regular Board meetings to give all

directors an opportunity to attend. For all other Board meetings,

reasonable notice is given in advance. Directors may submit to the

Company Secretary, in writing, and at least seven days in advance,

matters that they would like to include in the agenda for regular Board

meetings. Minutes of the Board and committees of the Board are kept

by the Company Secretary or the secretary of the relevant committee,

and are open for inspection at any reasonable time on reasonable notice

by any director.
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(2) Board composition and meetings (Continued)

Directors may, upon reasonable request, seek independent professional
advice in appropriate circumstances, at the Company’s expense. In
circumstances where directors believe that independent advice is
needed, they should approach the Company Secretary or the Chief
Executive in the first instance with their request. No such request will
be unreasonably denied, and the Company Secretary or the Chief
Executive will endeavour to identify and engage an appropriate

professional adviser at the expense of the Company.

All directors appointed to fill a casual vacancy should be subject to
election by shareholders at the first general meeting after their
appointment. Every director, including those appointed for a specific
term, should be subject to retirement by rotation at least once every

three years.

The Board has delegated the day-to-day responsibility of running the
Group to the executive management, and has delegated responsibility
for certain matters to a number of committees, which are described
more fully in the following sections. There are a number of matters which
require the deliberation of the full Board, and may not be delegated to
the committees of the Board or the executive management. These

reserved matters include:

° Transactions that a substantial shareholder or a director has a

conflict of interest;

° Material acquisitions or disposals (i.e. an amount that exceeds
10% of the lower of the Company’s net asset value or market

capitalisation at the relevant time);

° Material investments or disposal of investments (except for
normal investment or dealing in securities in the ordinary course

of deploying the surplus funds of the Group);
° Any material change in the nature of the Group’s business;
° Appointment of new directors;
° Approval of relevant policies; and
° Approval of annual budget.

The Company maintains appropriate insurance cover in respect of legal

action against its directors.
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The Company acknowledges that there are two key aspects of its
management — the management of the Board and the day-to-day
management of its business, and that there should be a clear division
of these responsibilities at the Board level to ensure a balance of power
and authority, so that no one individual should have unfettered powers
of decision. The roles and objectives of the Chairman, Mr. David
Shou-Yeh Wong, and the Chief Executive, Mr. Hon-Hing Wong (Derek
Wong), are therefore separated and have been approved by the Board.
The Chairman mainly provides leadership for the Board to ensure that
the Board works effectively and discharges its responsibilities, and all
key and appropriate issues are discussed by the Board in a timely
manner. The Chief Executive is responsible for the day-to-day
management of the Company to provide business direction and
operational leadership for the benefit of the Group’s businesses,

enhance shareholder value and ensure sound internal control.

The Company has one non-executive director and six independent non-
executive directors. Each of the independent non-executive directors
has provided to the Company confirmation of independence as required
by Rule 3.13 of the Listing Rules.

Non-executive directors are appointed for a specific term, subject to
re-election. The term of appointment of non-executive directors is
normally for a term which coincides with their expected dates of

retirement by rotation at least once every three years.

Non-executive directors, as equal Board members, give the Board and
any committees on which they serve the benefit of their skills, expertise
and varied backgrounds and qualifications through regular attendance
and active participation. They attend regular and special Board
meetings, and are encouraged to attend the general or special meeting
of the shareholders of the Company. The non-executive directors make
a positive contribution to the development of the Company’s strategy
and policies through independent, constructive and informed

comments.
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Nomination of Directors

The terms of reference of the Board sets out the requirement for a
formal, considered and transparent procedure for the appointment of
new directors to the Board. The terms of reference also explicitly
prohibit the delegation of decisions regarding the appointment of new
directors to sub-committees of the Board or to the management of the
Company, and require that such appointments are made after

deliberation by the full Board.

Remuneration of Directors

The Remuneration Committee was established by the Company in
August 2005 with specific written terms of reference setting out its role
and responsibilities. The Committee was reconstituted as the
Nomination and Remuneration Committee of the Company in August
2006 with a set of updated terms of reference. It is responsible, among
other things, for the review of the nomination of new directors, approval
of the remuneration of directors and senior management. In December
2010, the Committee’s terms of reference were further updated to cover

the following additional roles and responsibilities:

- To assist the Board in discharging its responsibility for the design

and operation of the Company’s remuneration system;

- To review and make recommendation in respect of the Company’s

remuneration policy and practices to the Board;

- To be delegated with the responsibility of the Board to determine
the specific remuneration packages of Senior Management as

defined in the Group Remuneration Policy; and

- To ensure that regular review of the Company’s remuneration

system and its operation is conducted.

The majority of the members are independent non-executive directors.
The terms of reference for the Committee are available for inspection at

the Company’s registered office.



DAH SING BANKING GROUP LIMITED

A A /8 £
ﬁ:\%ﬁ/é#&%

ERFZH M @)
RENFHEZEEER
& REQBOEZERE &

HEALSIT

il
4}3{ [1]

7

JHE -FH
/24

M5
N

775
4}3{ 0y

—E-ZEREHERAHY

LB (IEALE)
o
BB
REE
T ¥
BE A

T HEE

A

RARFHZEEN T ZTFFEZTHE

oIk

- BERMERTEERSREBRABRZH

ik T
- BRAQARRAEEEFEET  SAE
BABZIRSA
- ERZEesBE®E
- BRAKECTHBREAEBRRALE
AKE 2 FMBUR S E AR B BFFETISEME

% ATARBENZHMEE - TREXHH
Z - wETE - BAZRE  BERTEENR
EBEE3IMATL -

Remuneration of Directors (Continued)

The Nomination and Remuneration Committee held three meetings in
2010. The current members of the Committee and their attendance

records in 2010 are set out below:

Number of meetings held in 2010 3

Robert Tsai-To Sze (as the Chairman) 2/3 67%
John William Simpson 2/3 67%
David Richard Hinde 3/3 100%
Andrew Kwan-Yuen Leung 3/3 100%
David Shou-Yeh Wong 3/3 100%
Hon-Hing Wong (Derek Wong) 3/3 100%
Average attendance rate 89%

The work of the Nomination and Remuneration Committee during 2010

included:

Determining and approving the remuneration levels for executive

directors and senior management

- Reviewing the nomination of directors to the Board and senior

management of the Company and of the Group

- Reviewing the terms of reference of the Committee

- Reviewing the Group’s remuneration policy and related systems

and practices

The Group’s policy on remuneration is to maintain fair and competitive
packages for its employees, which are commensurate with market
terms, and are based on business needs, expertise and quality of the
individuals, and with proper reference to industry practice and

regulatory guidelines.
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For determining the level of fees paid to members of the Board of
Directors, market rates and factors such as each director’s workload
and required commitment will be taken into account. The following
factors are considered when determining the remuneration packages
of executive directors:

- Business needs and performance

- The economy and business conditions in general

- Each individual’s contributions to the Group

- Risk related performance

Reference to market pay level commensurate with the individual’s

responsibility

- Consideration of regulatory guidelines

- Retention considerations and each individual’s potential

During the process of consideration, no individual director will be
involved in decisions relating to his/her own remuneration and the Chief
Executive will not be involved in the decision making for the

remuneration packages of other executive directors.

The Company has reviewed and is satisfied with the independence of
the Company’s external auditors, PricewaterhouseCoopers (“PwC”), for

performing the audit of the Group’s financial statements.

The Company will use the non-audit services of PwC only when the
Company can benefit in a cost-effective manner and the independence
and objectivity of PwC as the Company’s external auditors can be

maintained. Otherwise, professional services from other firms are used.
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In addition to audit related services, PwC, based on agreed-upon
procedures, provided the Group non-audit services by rendering
regulatory compliance review services, review of tax returns and
computation, tax advisory services, review of the Group’s interim
financial disclosure, review of the update on the offering circular of Dah
Sing Bank, Limited’s US$2 Billion Euro Medium Term Note Programme,
and a review on the offering circular in relation to the Company’s rights

issue during the year.

Details of the fees payable to PwC for the year for audit and audit-

related services are set out in note 10 to the financial statements.

The Audit Committee, established by the Board of the Company, is
responsible for ensuring the objectivity and credibility of financial
reporting, reviewing the internal control system and compliance with
regulatory requirements, and approving audit plans and reviewing
findings and reports of the internal and external auditors, and that in
presenting results to the shareholders, the directors have exercised the
care, diligence and skills prescribed by laws, and that appropriate

accounting and financial reporting standards are followed.

The Committee makes recommendation to the Board on the selection,
oversight and remuneration of external auditors. The Committee
reviews and monitors the external auditors’ independence and
objectivity and the effectiveness of the audit process in accordance

with applicable standards.

The Committee reviews and monitors the integrity of the Company’s
annual and interim financial statements, including significant financial

reporting judgements used in producing the financial statements.

The Committee reviews the Company’s internal controls and reports its
finding and comments to the Board. Descriptions of the Company’s
internal control system are set out below, whilst for risk management,
these are shown in the Supplementary Financial Information under Risk
Management and described with appropriate financial quantification in
the Financial Risk Management sections as notes to the annual financial

statements.

The terms of reference for the Audit Committee are available for

inspection at the Company’s registered office.
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The members of the Committee are Mr. Robert Tsai-To Sze (Chairman),
Mr. John William Simpson and Mr. David Richard Hinde. All the
members of the Committee are independent non-executive directors
with extensive experience in banking, finance and business
management. The Committee’s chairman, Mr. Sze, is a qualified
accountant and was a partner of a predecessor firm of
PricewaterhouseCoopers up to June 1996. None of the other committee
members are employed by or otherwise affiliated with the former or

existing external auditors of the Company.
The Committee members meet at least three times a year with the
Company’s senior management, the head of internal audit and the

external auditors. In 2010, a total of three meetings were convened.

The attendance record of individual directors at the Audit Committee

meetings in 2010 is set out below:

Number of Audit Committee meetings in 2010 3

Independent Non-Executive Directors

Robert Tsai-To Sze (as the Chairman) 3/3 100%
John William Simpson 2/3 67%
David Richard Hinde 3/3 100%

Average attendance rate 89%

To enable directors to be informed of the discussions and decisions of
the Audit Committee, the minutes of the Audit Committee meetings are
included in the board papers of regular board meetings sent to

directors.
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The following is a summary of the work of the Audit Committee during

2010 in discharging its responsibilities:

(@ Review of, and providing advice and recommendations to the
Board for the approval of the 2009 results announcements and
audited financial statements of the Group, and the 2010 Interim

Report;

(b) Review of external auditors’ findings and comments, and
management’s reports on major accounting and financial
disclosure matters in respect of 2009 audit and financial

statements;

(c)  Review of the Corporate Governance Report of 2009 for inclusion

in the Company’s 2009 annual report;

(d) Review of a summary of major issues to be reviewed and
discussed at the Board level, which are of significant accounting
and disclosure relevance;

(e)  Approval of the reports to the Board providing a summary of the
issues, focuses and discussion reviewed and dealt with by the
Audit Committee in the second half of 2009 and the first half of
2010;

Ui} Review of connected party transactions and disclosure;

(9) Review and approval of the appointment and remuneration of

external auditors;

(h)  Review of the findings and recommendations of the external

auditors;

(i) Review and approval of the external auditors’ audit plan;

) Review and approval of internal audit plan;

(k) Review of the internal audit’s work, findings and recommendations;
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0 Review of reports on applicable compliance and regulatory
matters and adoption of the minutes of the meetings of the

Compliance Committee;

(m) Review of update from Group Risk on the Hong Kong Monetary
Authority (“HKMA”)’s examinations and regulatory concerns,
management’s actions in implementing the HKMA’s

recommendations; and

(n)  Review of the development plan of financial control function.

It is the responsibility of the Board to present a balanced, clear and
comprehensible assessment of the Group’s performance, position and

prospects.

Management is responsible for providing such explanation and
information to the Board to enable the Board to make an informed
assessment of the Group’s financial positions and operating

performance.

The Directors acknowledge their responsibility for preparing the
financial statements of the Group in accordance with statutory and
regulatory requirements, and applicable accounting standards. In
preparing and approving the financial statements of the Group for the
year ended 31 December 2010, the Directors are not aware of any
material uncertainties relating to events or conditions which may cast
significant doubt upon the Group’s ability to continue as a going
concern. The Directors have prepared the financial statements of the
Group on a going-concern basis. The responsibility of the Group’s
external auditor on the financial statements is set out in the Independent

Auditor’s Report attached to the Group’s financial statements.

The Board is also responsible for providing a balanced, clear and
understandable assessment to annual and interim reports, other price-
sensitive announcements and other financial disclosures required under

the Listing Rules, applicable statutory and regulatory requirements.
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The Board has delegated to management the responsibility to develop
and maintain a sound internal control system. The internal control
system, operating through a framework of management and operational
controls, and risk management systems, is intended to allow the Board
to monitor the Group’s business performance and financial positions,
to control and adjust risk exposures, to adopt sound business practices,
to obtain reasonable assurance on controls against fraud and errors, to
ensure compliance with applicable laws and regulations, and to provide
oversight and guidance to management in achieving the Company’s
objectives. However, it should be recognized that the Group’s internal
control procedures can only provide reasonable, not absolute,

assurance against material errors, losses or fraud.

The key procedures that the Group has established to maintain an

effective internal control system are as follows:

° A clear management organizational structure is set up with well-

defined lines of authority, accountability and responsibilities.

° Specialized committees are formed to oversee and control
significant risk factors, such as credit risk, liquidity and interest

rate risks, operational risk and compliance risks.

° Regular reporting of the performance of the Company’s
businesses to senior management and management committees
including the Executive Committee. Actual performance results
against budgets are closely monitored. The Board reviews the

Group’s business and financial performance on a quarterly basis.

° Written policies and procedures are established to facilitate
proper assessment of customers, services to customers,
segregation of duties, accuracy and completeness of transaction
processing, safeguarding of assets, credit control and risk
monitoring, control of business exposures, compliance control
and monitoring (including anti-money laundering), staff training,
IT development, IT governance and information security, business
continuity planning, financial control (including accounting,
regulatory reporting, financial reporting to comply with regulatory
and financial reporting standards, management accounting and
budget control, reconciliation of accounts), and system of
management oversight including the operations of various

functional committees.
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° The independent internal audit function monitors compliance with
management policies and procedures, and regulatory
requirements; and will conduct a wide variety of internal control
reviews and audit activities such as compliance audits and
operations and systems reviews to ensure the integrity, efficiency
and effectiveness of the systems of control. The Head of Internal
Audit reports functionally to the Audit Committee and
administratively to the Chief Executive with direct access to the

Executive Committee.

° The independent group risk function monitors and reports the
Group’s risk positions and analysis to the Risk Management and
Compliance Committee, Executive Committee and the Board,
and operates to sustain a sound asset quality in the portfolio of
the Group’s businesses with due consideration of a proper risk

and return balance.

° The Group’s banking business continues its ongoing upgrade of
risk management framework and capabilities to strengthen its
risk control and effectiveness, which are key to the maintenance

of sound internal control process of the Group.

° The Group Compliance Committee at the management level
serves to uphold a high level of awareness and accountability of
compliance requirements and is responsible for overseeing and
guiding the development, maintenance and enhancement of
compliance system, policies and practices to ensure compliance
with all statutory requirements and regulatory guidelines. The
Legal and Compliance Division of the Group performs an
independent on-going monitoring role on the Group’s compliance

with relevant rules and regulations.

In assessing the effectiveness of the internal control system, the Board
has considered reviews performed by the Audit Committee and
executive management, and the findings of both internal and external

auditors.

The 2010 reviews included an annual assessment of internal control
system with reference to the provisions of the Code regarding internal
controls. Under the direction of the Audit Committee, the Group’s
Internal Audit in the year conducted an assessment covering all material
controls, including financial, operational and compliance controls and
risk management practices. The Group will continue to work to enhance

its internal control system and processes.
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The Directors submit their report together with the audited financial

statements for the year ended 31 December 2010.

The principal activity of Dah Sing Banking Group Limited (the
“Company”) is banking investment holding. The principal activities of
the subsidiaries are shown in Note 32 to the financial statements. An
analysis of the performance of the Company and its subsidiaries (the
“Group”) for the reporting period by business and geographical

segments are set out in Note 5 to the financial statements.

The results of the Group for the year ended 31 December 2010 are set

out in the consolidated income statement on page 56.
The Directors declared an interim dividend of HK$0.07 per share and a

total of HK$77,823,120 in cash was paid on 24 September 2010.

The Directors recommend the payment of a final dividend of HK$0.20
per share, totalling HK$244,587,000.

Movements in the share capital of the Company during the year are

shown in Note 45 to the financial statements.

Movements in the reserves of the Group and of the Company during

the year are set out in Note 46 to the financial statements.

During the year, the Group made charitable and other donations
amounting to HK$3,332,000.

Movements in the fixed assets of the Group during the year are shown

in Note 34 to the financial statements.
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The Directors during the year and up to the date of this report are:

David Shou-Yeh Wong

Chairman

* John William Simpson

* David Richard Hinde

* Robert Tsai-To Sze

* Andrew Kwan-Yuen Leung

* Seng-Lee Chan

* Lon Dounn (Lonnie Dounn)

(appointed with effect from 6 December 2010)
Kazutake Kobayashi
Frederic Suet-Chiu Lau
(re-designated as a Non-executive Director with effect from

1 January 2011)

Hon-Hing Wong (Derek Wong)

Managing Director and Chief Executive

Lung-Man Chiu (John Chiu)

Gary Pak-Ling Wang

Harold Tsu-Hing Wong

* Independent non-executive Directors
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In accordance with Articles 105 and 106 of the Company’s Articles of
Association, one-third (or the number nearest to and at lease one-third)
of the Directors being those who have been longest in office, have to
retire at each annual general meeting. The Directors retiring under

Articles 105 and 106 are, however, eligible for re-election.

In accordance with Article 110 of the Company’s Articles of Association,
Lon Dounn will retire at the forthcoming annual general meeting and,

being eligible, will offer himself for re-election.

The Company has received an annual confirmation from each of the
independent non-executive Directors as regards their continued
independence while serving as members of the Board of Directors, and
the Company still considers all the independent non-executive Directors

to be independent.

At 31 December 2010, the interests and short positions of the Directors
and the Chief Executive of the Company in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFO”)) which were required to be notified to the
Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Part XV of the SFO (including interests and
short positions which they have taken on or are deemed to have
acquired under such provisions of the SFO), or which were required,
pursuant to the SFO, to be entered in the register referred to therein, or
as otherwise required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers and the code of conduct regarding directors’

securities transaction adopted by the Company were as follows:
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a) Interests in shares of the Company and associated

corporation
i
HEBCDET
RAFD L
Percentage
of share
BHEE interest
Number of shares in the
BAER EEER HiEsR BitER relevant
Personal Corporate Other Total  share capital
2 Director Interests Interests Interests Interests in issue
BEXATEREE Number of ordinary shares of
1B L B R R A HK$1 each in the Company
TFE David Shou-Yeh Wong - 906,586,087% - 906,586,087 7413
BEEANEREEERAR Number of ordinary shares of
SREE22ETH HK$2 each in Dah Sing
EERRAG Financial Holdings Limited
TF%¥ David Shou-Yeh Wong - 8,243,714 109,742,185% 117,985,899 40.30
Erp ot John William Simpson 10,0001 - - 10,000 0.00
fHEE X Lung-Man Chiu (John Chiu) 43,698 - - 43,698 0.01

EEE Notes:

1. BE B DEREBEE=S 2K 1. The corporate interest is in respect of shares held by a company in
A EBEARIMFEE 2RG © which the director has an interest of one third or more.

2. RZZE—ZEF+-_A=+—HZ&H - 2. Such shares in the Company represent the corporate interest of
HAEFELEEHRARNMEREEBR AR David Shou-Yeh Wong under Part XV of the SFO by virtue of his
(TR#Eh&r]) 117,985,809 BZRE (D E beneficial interest in 117,985,899 ordinary shares of Dah Sing
BEm - (HEBEEETIRZA40.30% Financial Holdings Limited (“DSFH”), representing 40.30% of its
iz %5 & A E K0 EXVEL R & AR IE entire share capital currently in issue as at 31 December 2010 being
BAEARNBRG 2 EE R - the record date.

3. WERFERBMDIIBREFERERE 3. Such shares in DSFH are indirectly held by HSBC International
MmNz 2REEEXTEARZERE Trustee Limited, a trustee of a discretionary trust established for
ABERARMERSE - the benefit of David Shou-Yeh Wong and his family members.

4. WEAFERBRM BT ELERESE 4. Such shares in DSFH are jointly owned by John William Simpson

FHAER EER_ZE——F A+t
HHE -

and his wife, all of which were disposed on 17 January 2011.
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Company and associated corporation
i) Share option scheme of the Company

The Share Option Scheme (“DSBG Option Scheme”) of the
Company was initially approved by Dah Sing Financial Holdings
Limited (“DSFH”), being the sole shareholder of the Company, on
12 June 2004. With the approval of The Stock Exchange of Hong
Kong Limited (“SEHK”), the terms of the DSBG Option Scheme
as disclosed in the Company’s initial public offering prospectus

remained valid after its public listing in June 2004.

In accordance with the requirements of the Listing Rules, the

summary of DSBG Option Scheme is disclosed as follows:
(1)  Purpose of DSBG Option Scheme:

The purpose of DSBG Option Scheme is to attract, motivate
and retain high quality executives to contribute to the

Group’s business and growth.
(2) Participants of DSBG Option Scheme:

Eligible participants of DSBG Option Scheme included
directors and employees holding supervisory positions in
DSBG and its subsidiaries.

(8) Total number of shares available for issue under DSBG
Option Scheme and percentage of issued share capital as
of 31 December 2010:

The number of shares available for issue under DSBG
Option Scheme is 39,404,410 shares, representing 3.22%
of the issued share capital of DSBG as at 31 December
2010.

(4)  Maximum entitlement of each participant under the DSBG
Option Scheme:

No options may be granted to any eligible person which, if
exercised, would result in such eligible person becoming
entitled to subscribe for such number of shares as, when
aggregated with the total number of shares already issued
or to be issued to him under all options granted to him in
the 12-month period up to and including the offer date of
relevant options, exceed 1% of the shares in issue at such
date. Any grant of further options above the limit shall be
subject to the provisions of DSBG Option Scheme and the

Listing Rules as amended from time to time.
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RAFBITEEBERA

Interests in options under share option schemes of the

Company and associated corporation (Continued)

i)
©)

Share option scheme of the Company (Continued)

Period within which the shares must be taken up under an

option:

The exercise period is determined by the Nomination and
Remuneration Committee on behalf of the Board of the
Company, and is specified when related options are
granted. Shares under the options must be taken up within
10 years from the date of grant. All the existing share
options under the DSBG Option Scheme shall be
exercisable upon vested in varying amounts between the
first and up to sixth anniversaries from the date of grant, or

in a shorter period as the case may be.

Minimum period for which an option must be held before it

can be exercised:

The minimum holding period is determined by the
Nomination and Remuneration Committee on behalf of the
Board of the Company, and is specified when related
options are granted. None of the existing share options
under DSBG Option Scheme shall be exercisable within one

year from the date of grant.

Amount payable on application or acceptance of the option
and the period within which payments or calls must or may

be made or loans for such purpose must be repaid:

The amount payable on acceptance of an option is HK$1
and must be made within 28 days upon offer of granting of
options or such period the Board may determine from time

to time.
Basis of determining the exercise price:

The exercise price per option share is concluded by the
Nomination and Remuneration Committee on behalf of the
Board of the Company in accordance with Rule 17.03(9) of
the Listing Rules and is calculated as the highest of (i) the
closing price of the Company’s shares traded on the SEHK
on the date of grant; (ii) the average closing prices of the
Company’s shares traded on the SEHK for the five trading
days immediately preceding the date of grant; and (iii) the
nominal value of the shares of HK$1 each in the capital of
the Company.
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b) Interests in options under share option schemes of the

Company and associated corporation (Continued)
i) Share option scheme of the Company (Continued)

(9) Remaining life of DSBG Option Scheme:

DSBG Option Scheme shall be valid and effective for a
period of 10 years commencing from 12 June 2004 and
expiring at the close of 11 June 2014.

Pursuant to the DSBG Option Scheme, certain Directors of the
Company and its major operating subsidiaries were granted
options under the DSBG Option Scheme. Details of the share
options outstanding as at 31 December 2010 which have been
granted under the DSBG Option Scheme and adjusted for the
rights issue of the Company (the “Rights Issue”) completed during

the year, are as follows:

AREREZEATRAYA
Number of the Company’s shares in the options
R=2-%% RfRERE R=ZE-%%
-B-8 ZH#E “E-ZER tZAZt-H il
#E  Adjustment E3:d 2] ke Exercise period
Heldat for Rights Lapsed Heldat  Exercise  ®FHH # z
ARA Grantee 11412010 Issue® during 2010 31/12/2010 price  Grant date From To
B (B (BAE) (BIAE)
HKS (dmy) (d/my) (dmy)
gz Directors
BEX Lung-Man Chiu (John Chiu) 250,000 - 250,000 - 16.70  25/11/2004  25/11/2005  25/11/2010
L Frederic Suet-Chiu Lau 250,000 9,665 - 259,665 13.86"  25/8/2005 25/8/2006 25/8/2011
Easge Aggregate of Employees® 300,000 11,595 - 311,595 13861 25/8/2005 25/8/2006 25/8/2011
250,000 9,665 - 259,665 13790 30/12/2005  30/12/2006  30/12/2011
100,000 - 100,000 - 17.30 25/9/2006 25/9/2007 25/9/2012
100,000 - 100,000 - 17.84 19/7/2007 19/7/2008 19/7/2010
250,000 9,665 - 259,665 17180 19/7/2007 19/7/2008 19/7/2013
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Interests in options under share option schemes of the

Company and associated corporation (Continued)

i)

Notes:

M

@)

Share option scheme of the Company (Continued)

As a result of the Rights Issue completed in December 2010,
adjustments in the share option exercise price and the number of
shares in the options outstanding are required to be made under
the terms of DSBG Option Scheme in accordance with Rule
17.03(13) of the Listing Rules and a supplementary guidance issued
by the SEHK on 5 September 2005. The calculation of the
adjustments in respect of all the existing share options granted by
the Company had been performed in accordance with the
regulatory rule and guidance, and confirmed by external
professional persons pursuant to Rule 17.03(13) of the Listing
Rules. The key summary of related adjustments had been
announced by the Company on 23 December 2010.

Set out under this sub-paragraph are particulars and movements
during the year ended 31 December 2010 of the Company’s
outstanding share options which were granted to certain eligible
employees, who are directors, senior executives or officers of the
Company’s major operating subsidiaries and are working under
employment contracts that are regarded as “continuous contracts”
for the purpose of the Employment Ordinance of Hong Kong.
Options to subscribe separate two separate lots, each of 100,000
DSBG shares, were lapsed during the year due to the expiry of the
exercise periods and the resignation of a grantee respectively.

None of the grantees under DSBG Option Scheme were granted
share options exceeding respective individual limits.

No share options under DSBG Option Scheme were granted to the

Company’s or the Group’s suppliers of goods or services.

No share options under DSBG Option Scheme were granted,
exercised or cancelled during the year ended 31 December 2010.

Value of options granted during the year ended 31 December 2010:

Details of the computation of value of options granted during the
year ended 31 December 2010 are shown in Note 50 to the financial
statements.
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b)

Interests in options under share option schemes of the

Company and associated corporation (Continued)

i) Share option scheme of Dah Sing Financial Holdings

Limited, the holding company of the Company

The shareholders of DSFH approved to adopt the new Share
Option Scheme (“DSFH Option Scheme”) on 28 April 2005.

In accordance with the requirements of the Listing Rules, the

summary of DSFH Option Scheme is disclosed as follows:
(1)  Purpose of DSFH Option Scheme:

The purpose of DSFH Option Scheme is to provide an
incentive and/or reward to grantees for their contribution
to, and continuing efforts to promote the interests of, DSFH

group of companies.
(2) Participants of DSFH Option Scheme:

Any director, manager, or other employee holding an
executive, managerial or supervisory position in DSFH
group of companies as the Board may in its sole discretion
determine to be eligible to participate in DSFH Option
Scheme.

(8) Total number of shares available for issue under DSFH
Option Scheme and percentage of issued share capital as
of 31 December 2010:

The number of shares available for issue under DSFH
Option Scheme is 9,975,267 shares, representing 3.41%
of the issued share capital of DSFH as at 31 December
2010.

(4) Maximum entitlement of each participant under DSFH

Option Scheme:

No options may be granted to any eligible person which, if
exercised, would result in such eligible person becoming
entitled to subscribe for such number of shares as, when
aggregated with the total number of shares already issued
or to be issued to him under all options granted to him in
the 12-month period up to and including the offer date of
relevant options, exceed 1% of the shares in issue at such
date. Any grant of further options above the limit shall be
subject to the provisions of DSFH Option Scheme and the

Listing Rules as amended from time to time.
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b)

RAFBITEEBERA

Interests in options under share option schemes of the

Company and associated corporation (Continued)

ii)

Share option scheme of Dah Sing Financial Holdings

Limited, the holding company of the Company (Continued)

Period within which the shares must be taken up under an

option:

The exercise period is determined by the Nomination and
Remuneration Committee on behalf of the Board of DSFH,
and is specified when related options are granted. Shares
under the options must be taken up within 10 years from
the date of grant. All the existing share options under DSFH
Option Scheme shall be exercisable upon vested in varying
amounts between the first and sixth anniversaries from the

date of grant.

Minimum period for which an option must be held before it

can be exercised:

The minimum holding period is determined by the
Nomination and Remuneration Committee on behalf of the
Board of DSFH, and is specified when related options are
granted. None of the existing share options under DSFH
Option Scheme shall be exercisable within one year from

the date of grant.

Amount payable on application or acceptance of the option
and the period within which payments or calls must or may

be made or loans for such purpose must be repaid:

The amount payable on acceptance of an option is HK$1
and must be made within 28 days upon offer of granting of
options or such period the Board may determine from time

to time.
Basis of determining the exercise price:

The exercise price per option share is concluded by the
Nomination and Remuneration Committee on behalf of the
Board of DSFH in accordance with Rule 17.03(9) of the
Listing Rules and is calculated as no less than the highest
of (i) the closing price of DSFH shares traded on the SEHK
on the date of grant; and (ii) the average closing prices of
DSFH shares traded on the SEHK for the five trading days
immediately preceding the date of grant; and (iii) the
nominal value of the shares of HK$2 each in the capital of
DSFH.
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() Company and associated corporation (Continued)
i)  AREZERRFAX 2 EERGR i) Share option scheme of Dah Sing Financial Holdings
DALz RIRKEET B () Limited, the holding company of the Company (Continued)
9) KA¥FeomRBEREEHBEN - (9) Remaining life of DSFH Option Scheme:
AR RSB S hEN DSFH Option Scheme will be valid and effective for a period
A+ NBRHTERNER  £2=F of 10 years commencing from 28 April 2005 and expiring at
—AFEAZ+ERER - the close of 27 April 2015.
BIBAFSRRBETE - KFEm&E Pursuant to DSFH Option Scheme, certain Directors of DSBG
TERENBATINE TEFER TRR and its major operating subsidiaries were granted options under
BeRZZE—TFF+-_A=+—H &KX DSFH Option Scheme. Details of the share options outstanding
FERRREFE TERATERFAT as at 31 December 2010, which have been granted under the
B2 AR (TR ) SAEED AR IT(E 2 Al 3R DSFH Option Scheme and adjusted for the rights issue of DSFH
R & mMBRMDEREARFBEOT (the “Rights Issue”) completed during the year, are as follows:
AREREZANERRAHUE
Number of DSFH shares in the options
RZB-3F  HHREE H-F-ZF
-B-H Z#8 t-A=+-8 s
$E  Adjustment 55 e Exercise period
Held at for Rights Held at Exercise EFAH H S
ARA Grantee 1/1/2010 Issuel  31/12/2010 price  Grant date From To
En (BIRE) (RIRIF) (RIAIF)
HKS (dmiy) (dmiy) (dimiy)
£ Directors
BER Hon-Hing Wong (Derek Wong) 1,000,000 44770 1,044,770 49.490 25/8/2005 25/8/2006 25/8/2011
IR% Gary Pak-Ling Wang 400,000 17,905 417,905 49,490 25/8/2005 25/8/2006 25/8/2011
THE Harold Tsu-Hing Wong 250,000 11,190 261,190 49.49" 25/8/2005 25/8/2006 25/8/2011
100,000 4,475 104,475 59.281" 28/9/2007 28/9/2008 28/9/2013
R Aggregate of Employees® 250,000 11,190 261,190 49.49" 25/8/2005 25/8/2006 25/8/2011
100,000 4,475 104,475 59.28(" 28/9/2007 28/9/2008 28/9/2013
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Interests in options under share option schemes of the

Company and associated corporation (Continued)

ii)

Notes:

Q]

Share option scheme of Dah Sing Financial Holdings

Limited, the holding company of the Company (Continued)

As a result of the Rights Issue completed in December 2010,
adjustments in the share option exercise price and the number of
shares in the options outstanding are required to be made under
the terms of DSFH Option Scheme in accordance with the Rule
17.03(13) of the Listing Rules and a supplementary guidance issued
by the SEHK on 5 September 2005. The calculation of the
adjustments in respect of all the existing share options granted by
the Company had been performed in accordance with the
regulatory rule and guidance, and reviewed and confirmed by
external professional persons pursuant to Rule 17.03(13) of the
Listing Rules. The key summary of related adjustments had been
announced by the Company on 16 December 2010.

Set out under this sub-paragraph are particulars and movements
during the year ended 31 December 2010 of DSFH’s outstanding
share options which were granted to an employee of the
Company’s major operating subsidiaries, who is a director of DSFH
and is working under employment contract that is regarded as
“continuous contracts” for the purpose of the Employment
Ordinance of Hong Kong.

None of the grantees under DSFH Option Scheme were granted
share options exceeding respective individual limits.

No share options under DSFH Option Scheme were granted to the

DSFH’s and the Group’s suppliers of goods or services.

No share options under DSFH Option Scheme were granted,
exercised or cancelled during the year ended 31 December 2010.

Value of options granted during the year ended 31 December 2010:

Details of the computation of value of options granted during the
year ended 31 December 2010 are shown in Note 50 to the financial
statements.

All the interests stated above represent long position. As at

31 December 2010, none of Directors of the Company held any short

positions as defined under the SFO as recorded in the register of

directors’ and chief executives’ interests and short positions.
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Apart from the above, at no time during the year was the Company, its
subsidiaries, or its holding company a party to any arrangements to
enable the Directors of the Company nor their spouses or children under
18 years of age to acquire benefits by means of the acquisition of shares

in, or debentures of, the Company or any other body corporate.

The Directors do not have any service contracts with the Company.

No contracts of significance in relation to the Company’s business to
which the Company, its subsidiaries or its holding company was a party
and in which a Director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time

during the year.

At 31 December 2010, the register of shareholders’ interests in shares
and short positions maintained under section 336 of the SFO showed
that the Company had been notified of the following interests, which
are in addition to those disclosed above in respect of Directors, being

5% or more held in the shares and underlying shares of the Company.

REHERAREZ
Bt
Percentage (%) of

®BHEE shares interested

KR 514 Number of shares in the relevant
Shareholder Capacity interested share capital
FTHEREE AHBHEEATEEERM

WRIER AR
Christine Yen Wong Deemed interest by virtue of her 906,586,087 74130

spouse having a notifiable interest
RFEMERER DA BEEER
Dah Sing Financial Holdings Limited Beneficial interest 906,586,087 7413
ELEERELBRAA = E R
HSBC International Trustee Limited Corporate interest 906,586,087 74.13@
Aberdeen Asset Management Plc wE KR

BREZEZHBAT

Aberdeen Asset Management Plc and Investment manager 61,438,403 5.02

its associates under mandates
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Notes:

1. Such shares represented the deemed interest of Christine Yen Wong by
virtue of her spouse, David Shou-Yeh Wong being a substantial
shareholder of DSFH which held a controlling corporate interest in the
relevant share capital of the Company. Christine Yen Wong is taken to
have a duty of disclosure in respect of her deemed interest in the
Company. This interest comprised the same interest of David Shou-Yeh
Wong under the heading of “Interests of Directors and Chief Executive”

shown above.

2. Such shares mainly comprised the corporate interest of DSFH in the
Company indirectly held by HSBC International Trustee Limited
(“HSBCIT”) in trust for a discretionary trust established for the benefit of
David Shou-Yeh Wong and his family members. HSBCIT is taken to have
a duty of disclosure in relation to the relevant shares of the Company held
through its controlled companies. Relevant shares have been included in
the “Corporate interests” of David Shou-Yeh Wong as disclosed under
the heading of “Interests of Directors and Chief Executive” above.

All the interests stated above represent long positions. As at 31
December 2010, no short positions were recorded in the register of
substantial shareholders’ interests in shares and short positions

maintained by the Company.

The Company has not redeemed any of its shares during the year ended
31 December 2010. Neither the Company nor any of its subsidiaries
has purchased or sold any of the Company’s own shares during the

year ended 31 December 2010.

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were

entered into or existed during the year ended 31 December 2010.

Distributable reserves of the Company at 31 December 2010, calculated
under section 79B of the Hong Kong Companies Ordinance, amounted
to HK$93,879,000 (2009: HK$102,960,000).

Details of transactions with related parties of the Group for the year
ended 31 December 2010 since its incorporation have been set out in

Note 49 to the financial statements.
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The published results and the assets and liabilities of the Group for the
last five years are included in the section of the annual report under

“Financial Summary”.

During the year ended 31 December 2010, the Group derived less than
30% of its interest income and other operating income from its five

largest customers.

The Company has maintained the prescribed public float under the
Listing Rules, based on the information that is publicly available to the

Company and within knowledge of the Directors of the Company.

The accompanying financial statements comply with the applicable
disclosure provisions of the Rules Governing the Listing of Securities

on The Stock Exchange of Hong Kong Limited.

The financial statements have been audited by
PricewaterhouseCoopers who retire and, being eligible, offer
themselves for re-appointment. A resolution for the re-appointment of
PricewaterhouseCoopers as auditors of the Company is to be proposed
at the forthcoming annual general meeting. The Company has not

changed its auditors in the preceding three years.

On behalf of the Board
David Shou-Yeh Wong

Chairman

Hong Kong, 23 March 2011
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For the year ended 31 December 2010
(Expressed in thousands of Hong Kong dollars)

iz —Z—TF Z—ZTTNF
Note 2010 2009
M EBUA Interest income 2,755,816 3,020,122
FEXZH Interest expense (800,284) (885,368)
BRI 2 WA Net interest income 6 1,955,532 2,134,754
AR & K H & WA Fee and commission income 556,589 476,843
Ris & & Ae Fee and commission expense (169,117) (128,562)
FREBRASWA Net fee and commission income 7 387,472 348,281
FEEWRA S (B18) Net trading income/(loss) 8 49,782 (174,926)
H sl A Other operating income 9 32,890 27,952
EERA Operating income 2,425,676 2,336,061
BEY W Operating expenses 10 (1,278,418)  (1,726,125)
1 BR3RL{EL 85 98 A 2 & B i R Operating profit before impairment losses 1,147,258 609,936
EXRERBEREMEERE Loan impairment losses and other credit
provisions 13 (97,787) (427,660)
ETREREEEEWRZREEA Operating profit before gains or losses
ZEERF on certain investments and fixed assets 1,049,471 182,276
HETEREMETEEE R Net (loss)/gain on disposal and revaluation of
TEEMZF (BB e premises and other fixed assets 14 (100) 2,751
HEREMEREQNFERAEZ Net gain on disposal of and fair value
F adjustment on investment properties 15 77,270 78,306
HERAHEEREHFF Net gain/(loss) on disposal of available-for-sale
W, (EE) securities 3,468 (24,519)
HEREBEAMEMTAEZ Net (loss)/gain on disposal and repurchase of
F (E18) s other financial instruments 16 (119,583) 243,983
BBt S Nal 2 24 Share of results of an associate 249,001 195,770
FE(R HRAEHIE g 2 E5A Share of results of jointly controlled entities 8,029 5,103
R B Al 0% R Profit before income tax 1,267,556 683,670
IS H Income tax expense 17 (193,534) (82,789)
FERF Profit for the year 1,074,022 600,881
DECIAT Attributable to:
VR 22 Il #E AR R Non-controlling interests (88) 55
ZAN/NGI) g5 Shareholders of the Company 18 1,074,110 600,826
FEBER Profit for the year 1,074,022 600,881
BE Dividends
BATR A BAAR B Interim dividend paid 19 77,823 =
R R B AR B Proposed final dividend 19 244,587 =
322,410 -
BREF Earnings per share
Restated
rE7
- /N Basic 20 HK$0.92 HK$0.58
s Diluted 20 HK$0.92 HK$0.58
F63EEF228EH LM I ARG E B wME 2 — The notes on pages 63 to 228 are an integral part of these consolidated
a7 o financial statements.
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For the year ended 31 December 2010
(Expressed in thousands of Hong Kong dollars)

—E-ZTF C—ZTThF
2010 2009
FEERF Profit for the year 1,074,022 600,881
FEHMEZEKE Other comprehensive income for the year
BHKE Investments in securities
YN F e /NS S =B Fair value gains recognised in equity 226,777 428,735
ANE Wz /Eﬂ 2R R Fair value (gain)/loss realised and transferred to
B EWRER income statement upon:
—HEAHEHERS — Disposal of available-for-sale securities (3,468) 24,519
—HERTRETHEEHERF — Disposal of investments in securities
ENMOBEEEEERK included in the loans and receivables
FEWB R IE SR B & category and held-to-maturity category
REINRER 2 ZHFKRE which were previously reclassified from
the available-for-sale category 120,803 =
— At HEFESEZRE — Impairment of available-for-sale securities = 16,048
MR IES Related income tax expense (71,642) (76,677)
272,470 392,625
TE Premises
R 2 AT ENS Fair value gains recognised in equity 436,341 326,407
TEAFEREZ R Deferred income tax recognised on fair value
& T i 5R 2 IR IE R IR gains and disposal of premises (24,517) (18,106)
411,824 308,301
REFIMEB IS IREN Exchange differences arising on translation of
MEHER the financial statements of foreign entities 73,738 (8,007)
MkFIER 2 FEHM Other comprehensive income for the year,
ZHEME net of tax 758,032 697,919
NBRBERZFE Total comprehensive income for the year,
2HENEEAEE net of tax 1,832,054 1,298,800
DECIAT Attributable to:
R PRI RE IR R Non-controlling interests (24) 701
ZIN/NEST | Shareholders of the Company 1,832,078 1,298,099
NBRBERZFE Total comprehensive income for the year,
2HEWNEEEE net of tax 1,832,054 1,298,800
F63EEF228E LM I ARG E B ME 2 — The notes on pages 63 to 228 are an integral part of these consolidated

financial statements.
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As at 31 December 2010
(Expressed in thousands of Hong Kong dollars)

.Eﬁi/xﬂ

Mz Z—Z—FF —ZETNF
Note 2010 2009
BE ASSETS
Re RERITHAERR Cash and balances with banks 21 8,741,123 10,453,366
FERIT—E=+ =B AR B FR Placements with banks maturing between
one and twelve months 22 3,249,320 4,282,749
HIEEEABRNE Trading securities 23 5,362,955 5,595,316
BEENRAFEEBAEE Financial assets designated at fair value
AR EeREE through profit or loss 23 1,377 11,232
TESRMTAE Derivative financial instruments 24 624,214 588,778
SHEEFRREMEEB Advances and other accounts 25 82,095,288 66,983,952
A & F % Available-for-sale securities 27 17,225,662 12,086,178
SEAIE Held-to-maturity securities 28 8,876,572 8,598,408
é‘ﬁ ENRIEE Investment in an associate 30 1,558,791 1,299,257
HEEHIEERE Investments in jointly controlled entities 31 60,248 60,791
Fﬁ% Goodwill 33 811,690 811,690
BREE Intangible assets 33 88,436 110,432
TEREMEEEE Premises and other fixed assets 34 2,418,339 1,950,180
REME Investment properties 35 718,913 657,235
BVEARRIB & & Current income tax assets 342 61,916
BERIEEE Deferred income tax assets 42 5,406 77,268
BEESE Total assets 131,838,676 113,628,748
=L LIABILITIES
RITTER Deposits from banks 1,523,547 1,435,136
PTESRMTAE Derivative financial instruments 24 1,285,385 1,213,734
HIEEEREMNARE Trading liabilities 37 4,700,893 2,068,300
BEPER Deposits from customers 38 97,280,942 89,572,204
B EITHFRE Certificates of deposit issued 39 4,746,054 2,060,010
BETHESE S Issued debt securities 40 1,943,342 =
‘EES Subordinated notes 41 4,684,364 4,602,235
HiiRE kER Other accounts and accruals 1,962,850 1,861,540
EVEARI I & (& Current income tax liabilities 87,606 17,485
BERIEAE Deferred income tax liabilities 42 77,744 6,969
B8EE5 Total liabilities 118,292,727 102,837,613
s EQUITY
R IEHIREIR R Non-controlling interests 17,471 17,495
AAFRRELER Equity attributable to the Company’s
shareholders
[N Share capital 45 1,222,935 1,111,759
G Reserves 46 12,060,956 9,661,881
FHR AR AAAR 2 Proposed final dividend 46 244,587 -
BRERES Shareholders’ funds 13,528,478 10,773,640
EmEE Total equity 13,545,949 10,791,135
EzRkAEEE Total equity and liabilities 131,838,676 113,628,748

EERN _E——F=A-T=RAHERRESR

ffi o

EFHE HEA
EF EFHKE
F6BEEF228A Z I ALRE
2B o

MmRz—

23 March 2011.

David Shou-Yeh Wong
Director

financial statements

Hon-Hing Wong

Managing Director

Approved and authorised for issue by the Board of Directors on

The notes on pages 63 to 228 are an integral part of these consolidated
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As at 31 December 2010

(Expressed in thousands of Hong Kong dollars)

B & —E-EF Z—ZTThHF
Note 2010 2009
M ARRE Investments in subsidiaries 32 4,551,074 4,550,693
MBNE E Current assets
e REIRITHEAR Cash and balances with banks 21 1,016,010 17,789
FEUER R H At AR B Accounts receivable and other accounts 449 449
1,016,459 18,238
mBEEE Current liabilities
THIRER REMERE Accrued expenses and other accounts 9,536 2,436
FRBEE Net current assets 1,006,923 15,802
5,557,997 4,566,495
= EQUITY
f& 2 Share capital 45 1,222,935 1,111,759
it S Reserves 46 4,090,475 3,454,736
FER AR AARR 2 Proposed final dividend 46 244,587 -
EmEE Total equity 5,557,997 4,566,495

EERRN - E——F=A-T=RAHERRESR

ff5 o
Ty BER

£ B E T
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23 March 2011.

David Shou-Yeh Wong
Director

financial statements.

Hon-Hing Wong

Managing Director

Approved and authorised for issue by the Board of Directors on

The notes on pages 63 to 228 are an integral part of these consolidated
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GAMRBHBRE

E— T —ZTF+_A=1+—HILFE For the year ended 31 December 2010
(B % T Sz 51R) (Expressed in thousands of Hong Kong dollars)
EARRRELER
Attributable to the shareholders of the Company
R EFIE
BRE
RE ROEE HtRE {RERF Non-  HE#HAH
Share Share Other  Retained controlling Total
capital premium reserves earnings interests equity
—2-B5-F-AfH Balance at 1 January 2010 1,111,750 3,351,776 337,763 5072342 17,495 10,791,135
FEZANGEE Total comprehensive income
for the year - - 757,968 1,074,110 (24) 1,832,054
FATEBRARN (B Issue of ordinary shares (net
FIRHER) of share issue expenses) 111,176 889,407 - - - 1,000,583
NEERRERALE Premises revaluation reserve realised
TEMER on disposal of premises - - (19,676) 19,676 = -
ROEMEMBBITEER Premises revaluation reserve transferred
HRERBEA to retained earnings for depreciation
of premises - - (16,496) 16,496 - -
“E-TEAHKRE 2010 interim dividend - - - (77,829 - (17,823
“E-SE+-A=t-A&H Balance at 31 December 2010 1,222,935 4,241,183 1,059,559 7,004,801 17,471 13,545,949
Et-A=t—-ALHFE
Year ended 31 December
—E-EF —ZTThF
2010 2009
BERRE &R A Proposed final dividend

ZERAREAIR B included in retained earnings 244,587 -
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GAMRBHBRE

BE_Z-ZTF+_A=+—RILFE @) For the year ended 31 December 2010 (Continued)
(ABEEF ThIFR) (Expressed in thousands of Hong Kong dollars)
EARRRELER
Attributable to the shareholders of the Company
R
BRE
RE ROEE HtRE {RERF Non-  HE#HAH
Share Share Other  Retained controlling Total
capital premium reserves earnings interests equity
“ETNE-R-REH Balance at 1 January 2009 932,759 2,228,436 (309,892) 5,321,898 20,593 8,193,794
FE2ANREE Total comprehensive income for the year - - 697,273 600,826 701 1,298,800
FTERRARA (B 10k Issue of ordinary shares (net of
BIRMER) share issue expenses) 179,000 1,123,340 = = - 1,302,340
NESHRERALE Premises revaluation reserve realised
TEMER on disposal of premises - - (37,513 37,513 - -
ROENEMBBTEELR Premises revaluation reserve transferred
R to retained earnings for depreciation
of premises - - (12,105) 12,105 - -
B8 A B ) EL R Dividend paid to non-controlling interests
RERERS of a subsidiary - - - - (3,799) (3,799)
“EENFT-A=T-BEH Balance at 31 December 2009 1,111,759 3,351,776 337,763 5,972,342 17,495 10,791,135
F63EEF228EH LM IR GA M IBEREZ — The notes on pages 63 to 228 are an integral part of these consolidated
5 o financial statements.
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For the year ended 31 December 2010

(Expressed in thousands of Hong Kong dollars)

Bt 5 —E-2F —TIThEF
Note 2010 2009
RETH2HRERE Cash flows from operating activities
e Ee (A RARLFRE Net cash (used in)/from operating activities 47(a)  (7,660,688) 3,384,478
RETBZ2HERE Cash flows from investing activities
BETE REMER Purchase of premises, investment
HthEEEE properties and other fixed assets (373,678) (177,668)
LETE - BEWHE Proceeds from disposal of premises,
K E M B TE & 2 FTiS 5RE investment properties and other
fixed assets 245,253 92,717
REESHMABEFRE Net cash used in investing activities (128,425) (84,951)
METBHZ2HRERE Cash flows from financing activities
BIIENRE Certificates of deposit issued 3,491,300 487,891
B 17 R Certificates of deposit redeemed (792,000) (3,143,618)
BREEER Repayment of subordinated notes (1,165,382) (403,000)
BITIRERR Issue of subordinated notes 1,748,565 =
o] 8% 12 (8 (E 7% Repurchase of subordinated notes (504,737) (371,056)
BITEBES Issue of debt securities 1,938,720 =
BEBETERES Repayment of issued debt securities - (2,775,045)
K 3% 3 3 AR AR S Dividends paid on ordinary shares (77,823) -
AIERARIE T 2 Proceeds of loan facility granted
BEREEFS KA by the holding company - 1,000,000
BT EMARAR D Issue of ordinary shares 1,000,583 302,400
XETRHER Payment of share issue expenses - (60)
Bt 8 2 A () LR 22 1) 4 AR R Dividend paid to non-controlling interests
k3 AR 2 of a subsidiary - (3,799)
MEFERA (TR RE TR Net cash from/(used) in financing activities 5,639,226 (4,906,287)
ReREFRSEERD FE Net decrease in cash and cash equivalents (2,149,887)  (1,606,760)
FYReRERRESIEHR Cash and cash equivalents at beginning
of the year 13,628,778 15,235,538
FRESRERESLEH Cash and cash equivalents at end
of the year 47(b) 11,478,891 13,628,778
F63EEF228EH LI ARG A M BRMEZ — The notes on pages 63 to 228 are an integral part of these consolidated
5 o financial statements.
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(Expressed in thousands of Hong Kong dollars)

Dah Sing Banking Group Limited (the “Company”) and its subsidiaries
(together the “Group”) provide banking, financial and other related

services in Hong Kong, Macau, and the People’s Republic of China.

The Company is an investment holding company incorporated in Hong
Kong. The address of its registered office is 36th Floor, Dah Sing

Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong.

The holding company is Dah Sing Financial Holdings Limited, a listed

company in Hong Kong.

These consolidated financial statements are presented in thousands of
Hong Kong dollars (HK$’000),
consolidated financial statements have been approved for issue by the
Board of Directors on 23 March 2011.

unless otherwise stated. These

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies have
been consistently applied to all the reporting years presented, unless

otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs” is a collective term which includes all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”), accounting
principles generally accepted in Hong Kong and the requirements of

the Hong Kong Companies Ordinance.

These consolidated financial statements have been prepared under the
historical cost convention, as modified by the revaluation of properties
(including investment properties), available-for-sale financial assets, fair
value-hedged loans and receivables, financial assets and financial
liabilities held for trading, financial assets and financial liabilities
(including derivative instruments) at fair value through profit or loss,

which are carried at fair value.
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(Expressed in thousands of Hong Kong dollars)

2.1 Basis of preparation (Continued)

The preparation of financial statements in conformity with HKFRSs
requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the
Group’s accounting policies. Changes in assumptions may have a
significant impact on the financial statements in the period the
assumptions changed. Management believes that the underlying
assumptions are appropriate and that the Group’s financial statements
therefore present the financial position and results fairly. The areas
involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the consolidated financial

statements, are disclosed in Note 4.

(@) Standards, amendments and interpretations effective on or

after 1 January 2010

(i) The following standards, amendments and
interpretations, which became effective in 2010, are

relevant to the Group:

HKFRS 3 (revised) “Business combinations”

HKFRS 3 (revised), “Business combinations”, and
consequential amendments to HKAS 27 “Consolidated and
separate financial statements”, HKAS 28, “Investments in
associates”, and HKAS 31, “Interests in joint ventures”, are
effective prospectively to business combinations for which
the acquisition date is on or after the beginning of the first

annual reporting period beginning on or after 1 July 2009.

The revised standard continues to apply the acquisition
method to business combinations but with some significant
changes compared with HKFRS 3. For example, all
payments to purchase a business are recorded at fair value
at the acquisition date, with contingent payments classified
as debt subsequently re-measured through the income
statement. There is a choice on an acquisition-by-
acquisition basis to measure the non-controlling interests
in the acquiree either at fair value or at the non-controlling
interests’ proportionate share of the acquiree’s net assets.

All acquisition-related costs are expensed.
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(Expressed in thousands of Hong Kong dollars)

21

Basis of preparation (Continued)

@

Standards, amendments and interpretations effective on or
after 1 January 2010 (Continued)

(i) The following standards, amendments and
interpretations, which became effective in 2010, are

relevant to the Group: (Continued)

HKFRS 3 (revised) “Business combinations” (Continued)

The Group has early adopted HKFRS 3 (revised) and the
consequential amendments to HKAS 27, HKAS 28 and
HKAS 31 in the annual reporting period beginning on 1
January 2009. The early adoption does not have an impact

to the Group’s financial statements.

HKAS 27 (revised) “Consolidated and Separate Financial

Statements”

HKAS 27 (revised), “Consolidated and Separate Financial
Statements”, requires the effects of all transactions with
non-controlling interests to be recorded in equity if there is
no change in control and these transactions will no longer
result in goodwill or gains and losses. The standard also
specifies the accounting when control is lost. Any remaining
interest in the entity is re-measured to fair value, and a gain
or loss is recognised in profit or loss. HKAS 27 (revised)
has had no impact on the current period, as none of the
non-controlling interests have a deficit balance; there have
been no transactions whereby an interest in an entity is

retained after the loss of control of that entity.

HKAS 17 (amendment) “Leases”

HKAS 17 (amendment), “Leases” deletes specific guidance
regarding classification of leases of land, so as to eliminate
inconsistency with the general guidance on lease
classification. As a result, leases of land should be classified
as either finance or operating lease using the general
principles of HKAS 17, i.e. whether the lease transfers
substantially all the risks and rewards incidental to

ownership of an asset to the lessee.
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(Expressed in thousands of Hong Kong dollars)
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Basis of preparation (Continued)

@

Standards, amendments and interpretations effective on or
after 1 January 2010 (Continued)

(i) The following standards, amendments and
interpretations, which became effective in 2010, are

relevant to the Group: (Continued)

HKAS 17 (amendment) “Leases” (Continued)

The adoption of HKAS 17 (amendment) has not resulted in
any change in the Group’s accounting policy. Land interests
of the Group held for own use are accounted for as finance
leases and included under property, plant and equipment.
They are depreciated over the shorter of the useful life of
the asset and the lease term. Land interests that are held to
earn rentals and/or for capital appreciation are accounted

for as investment properties and carried at fair value.

HKAS 36 (amendment) “Impairment of assets”

HKAS 36 (amendment), “Impairment of assets”, is effective
from 1 January 2010. The amendment clarifies that the
largest cash-generating unit (or group of units) to which
goodwill should be allocated for the purposes of impairment
testing is an operating segment, as defined by paragraph 5
of HKFRS 8, “Operating segments” (that is, before the
aggregation of segments with similar economic
characteristics). There is no impact to the financial

statements of the Group as a result of this amendment.
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Basis of preparation (Continued)

@

Standards, amendments and interpretations effective on or
after 1 January 2010 (Continued)

(i) The following standards, amendments and
interpretations, which became effective in 2010, are

relevant to the Group: (Continued)

HKAS 39 (amendment) “Eligible hedged items”

HKAS 39 (amendment), “Eligible hedged items”, makes two
significant changes: Firstly, it prohibits designating inflation
as a hedgeable component of a fixed rate debt. Inflation is
not separately identifiable and reliably measurable as a risk
or a portion of a financial instrument, unless it is a
contractually specified portion of the cash flows of a
recognised inflation-linked bond whose other cash flows
are unaffected by the inflation portion. Secondly, it prohibits
including time value in a one-sided hedged risk when
designation options as hedges. An entity may only
designate the change in the intrinsic value of an option as
the hedging instrument of a one-sided risk arising from a
forecast transaction in a hedging relationship. A one-sided
risk is that changes in cash flows or fair value of a hedged
item are above or below a specified price or other variable.
There is no impact to the financial statements of the Group

as a result of this amendment.

HKAS 39 (amendment) “Treating loan prepayment penalties

as closely related derivatives”

HKAS 39 (amendment),

penalties as closely related derivatives”,

“Treating loan prepayment
is effective for
annual periods beginning on or after 1 January 2010. This
amendment clarifies that loan prepayment penalties are
only treated as closely related embedded derivatives, if the
penalties are payments that compensate the lender for the
loss of interest by reducing the economic loss from
reinvestment risk. A specific formula is given to calculate
the lost interest. There is no material impact to the financial

statements of the Group as a result of this amendment.
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Basis of preparation (Continued)

@

Standards, amendments and interpretations effective on or
after 1 January 2010 (Continued)

(i) The following standards, amendments and
interpretations, which became effective in 2010, are
not currently relevant to the Group (although they may
affect the accounting for future transactions and

events):

HKAS 39 (amendment) “Cash flow hedge accounting”

HKAS 39 (amendment), “Cash flow hedge accounting”,
clarifies when to recognise gains or losses on hedging
instruments as a reclassification adjustment in a cash flow
hedge of a forecast transaction that results subsequently
in the recognition of a financial instrument. The amendment
clarifies that gains or losses should be reclassified from
equity to profit or loss in the period in which the hedged
forecast cash flow affects profit or loss. There is no impact
to the financial statements of the Group as a result of this

amendment.

HK(IFRIC) - Int 17 “Distribution of non-cash assets to

owners”

HK(IFRIC) — Int 17, “Distribution of non-cash assets to
owners” (effective on or after 1 July 2009), was published
in November 2008. This interpretation provides guidance
on accounting for arrangements whereby any entity
distributes non-cash assets to shareholders either as a
distribution of reserves or as dividends. HKFRS 5 has also
been amended to require that assets are classified as held
for distribution only when they are available for distribution
in their present condition and the distribution is highly
probable.
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Basis of preparation (Continued)

@

Standards, amendments and interpretations effective on or
after 1 January 2010 (Continued)

(i) The following standards, amendments and
interpretations, which became effective in 2010, are
not currently relevant to the Group (although they may
affect the accounting for future transactions and

events): (Continued)

HK(IFRIC) — Int 18 “Transfers of assets from customers”

HK(IFRIC) - Int 18, “Transfers of assets from customers”, is
effective for transfer of assets received on or after 1 July
2009. This interpretation clarifies the requirements of
HKFRSs for agreements in which an entity receives from a
customer an item of property, plant and equipment that the
entity must then use either to connect the customer to a
network or to provide the customer with ongoing access to
a supply of goods or services (such as a supply of
electricity, gas or water). In some cases, the entity receives
cash from a customer that must be used only to acquire or
construct the item of property, plant and equipment in order
to connect the customer to a network or provide the
customer with ongoing access to a supply of goods or

services (or to do both).

HK(IFRIC) — Int 9 “Reassessment of embedded derivatives”

HK(IFRIC) - Int 9, “Reassessment of embedded
derivatives”, is effective from 1 July 2009. This amendment
to HK(IFRIC) - Int 9 requires an entity to assess whether an
embedded derivative should be separated from a host
contract when the entity reclassifies a hybrid financial asset
out of the “fair value through profit or loss” category. This
assessment is to be made based on circumstances that
existed on the later of the date of the entity first became a
party to the contract and the date of any contract
amendments that significantly change the cash flows of the
contract. If the entity is unable to make this assessment,
the hybrid instrument must remain classified as at fair value

through profit or loss in its entirety.
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Basis of preparation (Continued)

@

Standards, amendments and interpretations effective on or
after 1 January 2010 (Continued)

(i) The following standards, amendments and
interpretations, which became effective in 2010, are
not currently relevant to the Group (although they may
affect the accounting for future transactions and

events): (Continued)

HK(IFRIC) - Int 16 “Hedges of a net investment in a foreign
operation”

HK(IFRIC) - Int 16, “Hedges of a net investment in a foreign
operation”, is effective from 1 July 2009. This amendment
states that, in a hedge of a net investment in a foreign
operation, qualifying hedging instruments may be held by
any entity or entities within a group, including the foreign
operation itself, as long as the designation, documentation
and effectiveness requirements of HKAS 39 that relate to a
net investment hedge are satisfied. In particular, the group
should clearly document its hedging strategy because of
the possibility of different designations at different levels of

the group.

HKAS 38 (amendment) “Intangible assets”

HKAS 38 (amendment), “Intangible assets”, is effective from
1 January 2010. The amendment clarifies guidance in
measuring the fair value of an intangible asset acquired in a
business combination and permits the grouping of
intangible assets as a single asset if each asset has similar

useful economic lives.
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Basis of preparation (Continued)

@

Standards, amendments and interpretations effective on or
after 1 January 2010 (Continued)

(i) The following standards, amendments and
interpretations, which became effective in 2010, are
not currently relevant to the Group (although they may
affect the accounting for future transactions and

events): (Continued)

HKFRS 2 (amendment) “Group cash-settled share-based

payment transactions”

HKFRS 2 (amendment), “Group cash-settled share-based
payment transactions”, is effective from 1 January 2010. In
addition to incorporating HK(IFRIC) 8, “Scope of HKFRS 2”
and HK(IFRIC) Int — 11, HKFRS 2 “Group and treasury share
transactions”, the amendment expands on the guidance in
HK(IFRIC) Int — 11 to address the classification of group

arrangements that were not covered by that interpretation.

HKFRS 5 (amendment) “Non-current assets held for sale

and discontinued operations”

HKFRS 5 (amendment), “Non-current assets held for sale
and discontinued operations”, is effective from 1 January
2010. The amendment clarifies that HKFRS 5 specifies the
disclosures required in respect of non-current assets (or
disposal groups) classified as held for sale or discontinued
operations. It also clarifies that the general requirements of
HKAS 1 still apply, in particular paragraph 15 (to achieve a
fair presentation) and paragraph 125 (sources of estimation
uncertainty) of HKAS 1.
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Basis of preparation (Continued)

(b) The following new standards, new interpretations and
amendments to standards and interpretations have been
issued but are not effective for the financial year beginning

1 January 2010 and have not been early adopted:

The Group’s assessment of the impact of these new standards

and interpretations are set out below:
HKFRS 9 “Financial Instruments”

HKFRS 9, “Financial Instruments”, was issued in November 2009
and replaces those parts of HKAS 39 relating to the classification

and measurement of financial assets. Key features are as follows:

Financial assets are required to be classified into two
measurement categories: those to be measured subsequently at
fair value, and those to be measured subsequently at amortised
cost. The decision is to be made at initial recognition. The
classification depends on the entity’s business model for
managing its financial instruments and the contractual cash flow

characteristics of the instrument.

An instrument is subsequently measured at amortised cost only
if it is a debt instrument and both the objective of the entity’s
business model is to hold the asset to collect the contractual
cash flows, and the asset’s contractual cash flows represent only
payments of principal and interest (that is, it has only “basic loan
features”). All other debt instruments are to be measured at fair

value through profit or loss.

All equity instruments are to be measured subsequently at fair
value. Equity instruments that are held for trading will be
measured at fair value through profit or loss. For all other equity
instruments, an irrevocable election can be made at initial
recognition, to recognise unrealised and realised fair value gains
and losses through other comprehensive income rather than profit
and loss. There is to be no recycling of fair value gains and losses
to profit and loss. This election may be made on an instrument-
by-instrument basis. Dividends are to be presented in profit and

loss, as long as they represent a return on investment.

While adoption of HKFRS 9 is mandatory from 1 January 2013,

earlier adoption is permitted.

The Group is considering the implications of the standard, the
impact on the Group and the timing of its adoption by the Group.
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Basis of preparation (Continued)

(b) The following new standards, new interpretations and
amendments to standards and interpretations have been
issued but are not effective for the financial year beginning
1 January 2010 and have not been early adopted:
(Continued)

HKAS 24 (revised) “Related party disclosures”

HKAS 24 (revised), “Related party disclosures”, was issued in
November 2009. It supersedes HKAS 24, “Related party
disclosures”, issued in 2003. HKAS 24 (revised) is mandatory for
periods beginning on or after 1 January 2011. Earlier application,

in whole or in part, is permitted.

The revised standard clarifies and simplifies the definition of a
related party and removes the requirement for government-
related entities to disclose details of all transactions with the
government and other government-related entities. The Group
will apply the revised standard from 1 January 2011. When the
revised standard is applied, the Group will need to disclose any
transactions between its subsidiaries and its associates. The
Group is currently putting systems in place to capture the
necessary information. It is, therefore, not possible at this stage
to disclose the impact, if any, of the revised standard on the

related party disclosures.

HKAS 32 (amendment) “Classification of rights issues”

HKAS 32 (amendment), “Classification of rights issues”, was
issued in October 2009. The amendment applies to annual
periods beginning on or after 1 February 2010. Earlier application
is permitted. The amendment addresses the accounting for rights
issues that are denominated in a currency other than the
functional currency of the issuer. Provided certain conditions are
met, such rights issues are now classified as equity regardless of
the currency in which the exercise price is denominated.
Previously, these issues had to be accounted for as derivative
liabilities. The amendment applies retrospectively in accordance
with HKAS 8 “Accounting policies, changes in accounting
estimates and errors”. The Group will apply the amended

standard from 1 January 2011.
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Basis of preparation (Continued)

(b) The following new standards, new interpretations and
amendments to standards and interpretations have been
issued but are not effective for the financial year beginning
1 January 2010 and have not been early adopted:
(Continued)

HK(IFRIC) — Int 19 “Extinguishing financial liabilities with equity

instruments”

HK(IFRIC) - Int 19, “Extinguishing financial liabilities with equity
instruments”, is effective from 1 July 2010. The interpretation
clarifies the accounting by an entity when the terms of a financial
liability are renegotiated and result in the entity’s issuing equity
instruments to a creditor of the entity to extinguish all or part of
the financial liability (debt for equity swap). It requires a gain or
loss to be recognised in profit or loss, which is measured as the
difference between the carrying amount of the financial liability
and the fair value of the equity instruments issued. If the fair value
of the equity instruments issued cannot be reliably measured,
the equity instruments should be measured to reflect the fair value
of the financial liability extinguished. The Group will apply the
interpretation from 1 January 2011. It is not expected to have any

impact on the Group’s financial statements.

HK(IFRIC) - Int 14 (amendment) “Prepayments of a minimum

funding requirement”

HK(IFRIC) — Int 14 (amendment), “Prepayments of a minimum
funding requirement”, corrects an unintended consequences of
HK(IFRIC) - Int 14 HKAS 19 - “The limit on a defined benefit asset,
minimum funding requirements and their interactions”. Without
the amendments, entities are not permitted to recognise as an
asset some voluntary prepayments for minimum funding
contributions. This was not intended when HK (IFRIC) - Int 14
was issued, and the amendments correct this. The amendments
are effective for annual periods beginning 1 January 2011. Earlier
application is permitted. The amendments should be applied
retrospectively to the earliest comparative period presented.
These amendments have no impact on the Group’s financial

statements.
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2.2

Basis of preparation (Continued)

(b) The following new standards, new interpretations and
amendments to standards and interpretations have been
issued but are not effective for the financial year beginning
1 January 2010 and have not been early adopted:
(Continued)

Third improvements to Hong Kong Financial Reporting Standards
(2010)

Third improvements to Hong Kong Financial Reporting Standards
(2010) were issued in May 2010 by HKICPA. All improvements
are effective in the financial year of 2011. No material changes to
accounting policies are expected as a result of the adoption of

these amendments.

(c)  “Improvements to HKFRS”

“Improvements to HKFRS” contain numerous amendments to
HKFRS which the HKICPA consider non-urgent but necessary.
“Improvements to HKFRS” comprise amendments that result in
accounting changes for presentation, recognition or
measurement purposes as well as terminology or editorial
amendments related to a variety of individual HKFRS standards.
For amendments that are effective for the financial year beginning
on 1 January 2010 (apart from those mentioned in (i) and (i)
above), they have had no impact on the financial statements of

the Group.

Consolidation

The consolidated financial statements include the financial statements

of the Company and all its subsidiaries made up to 31 December.

(@)  Subsidiaries

Subsidiaries are those entities (including special purpose entities)
over which the Group has the power to govern the financial and
operating policies generally accompanying a shareholding of
more than one half of the voting rights. The existence and effect
of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Group

controls another entity.
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2.2 Consolidation (Continued)

(@)  Subsidiaries (Continued)

Subsidiaries are fully consolidated from the date on which control
is transferred to the Group. They are de-consolidated from the

date that control ceases.

The acquisition method of accounting is used to account for
business combinations by the Group. The consideration
transferred for the acquisition of a subsidiary is the fair values of
the assets transferred, the liabilities incurred and the equity
interests issued by the group. The consideration transferred
includes the fair value of any asset or liability resulting from a
contingent consideration arrangement. Acquisition-related costs
are expensed as incurred. ldentifiable assets acquired and
liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the
acquisition date. On an acquisition-by-acquisition basis, the
Group recognises any non-controlling interest in the acquiree
either at fair value or at the non-controlling interest’s proportionate

share of the acquiree’s net assets.

The excess of the consideration transferred, the amount of any
non-controlling interest in the acquiree and the acquisition-date
fair value of any previous equity interest in the acquiree over the
fair value of the group’s share of the identifiable net assets
acquired is recorded as goodwill. If this is less than the fair value
of the net assets of the subsidiary acquired in the case of a
bargain purchase, the difference is recognised directly in the

statement of comprehensive income.

Inter-company transactions, balances and unrealised gains on
transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by

the Group.

In the Company’s statement of financial position the investments
in subsidiaries are stated at cost less allowances for impairment.
The results of subsidiaries are accounted for by the Company on

the basis of dividend received and receivable.
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2.2

Consolidation (Continued)
(b)  Transactions with non-controlling interests

The Group treats transactions with non-controlling interests as
transactions with equity holders of the company. For purchases
from non-controlling interests, the difference between any
consideration paid and the relevant share acquired of the carrying
value of net assets of the subsidiary is recorded in equity. Gains
or losses on disposals to non-controlling interests are also

recorded in equity.

When the Group ceases to have control or significant influence,
any retained interest in the entity is remeasured to its fair value,
with the change in carrying amount recognised in profit or loss.
The fair value is the initial carrying amount for the purposes of
subsequently accounting for the retained interest as an associate,
joint venture or financial asset. In addition, any amounts
previously recognised in other comprehensive income in respect
of that entity are accounted for as if the Group had directly
disposed of the related assets or liabilities. This may mean that
amounts previously recognised in other comprehensive income

are reclassified to profit or loss.

If the ownership interest in an associate is reduced but significant
influence is retained, only a proportionate share of the amounts
previously recognised in other comprehensive income are

reclassified to profit or loss where appropriate.

(c) Associates

Associates are all entities over which the Group has significant
influence but not control, generally accompanying a shareholding
of between 20% and 50% of the voting rights. Investments in
associates are accounted for using the equity method of
accounting and are initially recognised at cost. The Group’s
investment in an associate includes goodwill (net of any

accumulated impairment loss) identified on acquisition.
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2.2 Consolidation (Continued)

(c)  Associates (Continued)

The Group’s share of its associates’ post-acquisition profits or
losses is recognised in the income statement, and its share of
post-acquisition movements in reserves is recognised in reserves.
The cumulative post-acquisition movements are adjusted against
the carrying amount of the investment. When the Group’s share
of losses in an associate equals or exceeds its interest in the
associate, including any other unsecured receivables, the Group
does not recognise further losses, unless it has incurred

obligations or made payments on behalf of the associates.

Unrealised gains on transactions between the Group and its
associates are eliminated to the extent of the Group’s interest in
the associates. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of associates have been changed
where necessary to ensure consistency with the policies adopted
by the Group.

Dilution gains and losses in associate are recognised in the

income statement.

In the Company'’s statement of financial position the investments
in associates are stated at cost less provision for impairment
losses. The results of associates are accounted by the Company

on the basis of dividend received and receivable.

(d)  Jointly controlled entities

A joint venture is a contractual arrangement whereby the Group
and other parties undertake an economic activity, which is subject
to joint control and none of the participating parties has unilateral

control over the economic activity.

The results and assets and liabilities of jointly controlled entities
are accounted for using equity method of accounting. The
consolidated income statement includes the Group’s share of the
results of jointly controlled entities for the year, and the
consolidated statement of financial position includes the Group’s

share of the net assets of the jointly controlled entities.
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2.3 Interest income and expense

Interest income and expense are recognised in the income statement
for all instruments measured at amortised cost, available-for-sale
securities and certain financial assets/liabilities designated at fair value

through profit or loss using the effective interest method.

The effective interest method is a method of calculating the amortised
cost of a financial asset or a financial liability and of allocating the
interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future
cash payments or receipts through the expected life of the financial
instrument or, when appropriate, a shorter period to the net carrying
amount of the financial asset or financial liability. When calculating the
effective interest rate, the Group estimates cash flows considering all
contractual terms of the financial instrument (for example, prepayment
options) but does not consider future credit losses. The calculation
includes all fees and points paid or received between parties to the
contract that are an integral part of the effective interest rate, transaction

costs and all other premiums or discounts.

Once a financial asset or a group of similar financial assets has been
written down as a result of an impairment loss, interest income is
recognised using the rate of interest used to discount the future cash

flows for the purpose of measuring the impairment loss.

2.4 Fee and commission income and expense

Fees and commissions are generally recognised on an accrual basis
when the service has been provided. Loan syndication fees are
recognised as revenue when the syndication has been completed and
the Group retained no part of the loan package for itself or retained a
part at the same effective interest rate as the other participants. Wealth
management, financial planning and custody services that are
continuously provided over an extended period of time are recognised

rateably over the period the service is provided.

2.5 Dividend income

Dividends are recognised in the income statement when the Group’s

right to receive payment is established.
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2.6 Financial assets
2.6.1 Classification

The Group classifies its financial assets in the following categories:
financial assets at fair value through profit or loss, loans and receivables,
held-to-maturity investments, and available-for-sale financial assets.
The classification depends on the purpose for which the investments
were acquired. Management determines the classification of its
investments at initial recognition, except for subsequent reclassification

meeting specified definition of relevant asset reclassification.

(@)  Financial assets at fair value through profit or loss

This category has two sub-categories: financial assets held for
trading, and those designated at fair value through profit or loss

at inception.

A financial asset is classified as held for trading if it is acquired
principally for the purpose of selling in the short term or if so
designated by management. Derivatives are also categorised as

held for trading unless they are designated as hedges.

The Group designates a financial asset upon initial recognition as
designated at fair value through profit or loss (fair value option) if

the following criteria are met:

(i) It eliminates or significantly reduces a measurement or
recognition inconsistency (sometimes referred to as “an
accounting mis-match”) that would otherwise arise from
measuring assets or recognising the gains and losses on

them on different bases;

(i) A group of financial assets is managed and its performance
is evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy, and
this is the basis on which information about the assets is
provided internally to the key management personnel such

as the Board of Directors and Chief Executive Officer; or

(i)  Financial assets with embedded derivatives where the
characteristics and risks of the embedded derivatives are

not closely related to the host contracts.

Financial assets for which the fair value option is applied are
recognised in the statement of financial position as “Financial

assets designated at fair value through profit or loss”.
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2.6 Financial assets (Continued)
2.6.1 Classification (Continued)
(b) Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market, other than: (a) those that the Group intends to sell
immediately or in the short term, which are classified as held for
trading, and those that the Group upon initial recognition
designates as at fair value through profit or loss; (b) those that
the Group upon initial recognition designates as available-for-
sale; or (c) those for which the Group may not recover
substantially all of its initial investment, other than because of

credit deterioration.

(c) Available-for-sale

Available-for-sale financial assets are non-derivatives that are
either designated in this category or not classified in any of the
other categories. Available-for-sale investments are those
intended to be held for an indefinite period of time, which may be
sold in response to needs for liquidity or changes in interest rates,

exchange rates or equity prices.

(d)  Held-to-maturity

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturities that the
Group’s management has the positive intention and ability to hold

to maturity.

2.6.2 Reclassification

The Group may choose to reclassify a non-derivative trading financial
asset out of the held for trading category if the financial asset is no
longer held for the purpose of selling it in the near term. Financial assets
are permitted to be reclassified out of the held for trading category only
in rare circumstances arising from a single event that is unusual and
highly unlikely to recur in the near term. In addition, the Group may
choose to reclassify financial assets that would meet the definition of
loans and receivables out of the held-for-trading or available-for-sale
categories if the Group has the intention and ability to hold these
financial assets for the foreseeable future or until maturity at the date of

reclassification.
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2.6 Financial assets (Continued)
2.6.2 Reclassification (Continued)

Reclassifications are made at fair value as of the reclassification date.
Fair value becomes the new cost or amortised cost as applicable, and
no reversals of fair value gains or losses before reclassification date are
subsequently made. Effective interest rates for financial assets
reclassified to loans and receivables and held-to-maturity categories
are determined at the reclassification date. Further increases in
estimates of cash flows from the financial assets will require adjustment

to the effective interest rates prospectively.

On reclassification of a financial asset out of the “at fair value through
profit or loss” category, all embedded derivatives are re-assessed and,

if necessary, separately accounted for.

2.6.3 Recognition and measurement

Purchases and sales of financial assets are recognised on the trade
date - the date on which the Group commits to purchase or sell the
asset.

Financial assets are initially recognised at fair value plus transaction
costs for all financial assets not carried at fair value through profit or
loss. Financial assets carried at fair value through profit or loss are
initially recognised at fair value, and transaction costs are expensed in
the income statement. Financial assets are derecognised when the
rights to receive cash flows from the financial assets have expired or
the Group has transferred substantially all the risks and rewards of

ownership and the transfer qualifies for derecognition.

The bases for the determination of fair value of financial assets are set
out in Note 3.5(a).

(@)  Financial assets at fair value through profit or loss

Gains and losses arising from changes in fair value of financial
assets held for trading and financial assets designated at fair
value at inception are included directly in the income statement
and are reported as part of “Net trading income”. Interest income
and expense and dividend income and expenses derived from
and incurred on financial assets at fair value through profit or loss
are included under “Net trading income/(loss)” in the consolidated

income statement.
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2.6 Financial assets (Continued)

2.6.3 Recognition and measurement (Continued)

(b) Loans and receivables

Loans and receivables are carried at amortised cost less any
impairment loss. For loans and receivables that are subject to
fair value hedge arrangements, the hedged elements of the loans

and receivables hedged are carried at fair value.

(c) Available-for-sale

Available-for-sale financial assets are initially recognised at fair
value which is the cash given including any transaction costs.
They are measured subsequently at fair value with gains and
losses (except for impairment losses and foreign exchange gains
and losses) recognised in equity and reported in the reconciliation
from results of the year to total comprehensive income until the

financial assets are derecognised.

If an available-for-sale financial asset is determined to be
impaired, the cumulative gain or loss previously recognised in
equity and reported in the reconciliation from results of the year
to total comprehensive income is recognised in the consolidated

income statement.

Interest is calculated using the effective interest method and
recognised in the consolidated income statement. Foreign
currency gains and losses on monetary assets classified as
available-for-sale are recognised in the consolidated income
statement. Dividends on available-for-sale equity instruments are
recognised in the consolidated income statement under “Other

operating income”.

(d)  Held-to-maturity

Held-to-maturity investments are initially recognised at fair value
including direct and incremental transaction costs and are
measured subsequently at amortised cost using the effective
interest method. They are derecognised when the rights to receive

cash flows have expired.

Interest is included in the consolidated income statement and is
reported as “Net interest income”. If a held-to-maturity investment
is determined to be impaired, the impairment is reported as a
deduction from the carrying value of the investment and
recognised in the separate income statement as impairment

charge on held-to-maturity investments.
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2.7

Impairment of financial assets
(@) Assets carried at amortised cost

The Group assesses at each end of the reporting period whether
there is objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or a group of
financial assets is impaired and impairment losses are incurred if
there is objective evidence of impairment as a result of one or
more events that occurred after the initial recognition of the asset
(a ‘loss event’) and that loss event (or events) has an impact on
the estimated future cash flows of the financial asset or group of

financial assets that can be reliably estimated.

The criteria that the Group uses to determine that there is

objective evidence of an impairment loss include:

° Delinquency in contractual payments of principal and
interest;
° Cash flow difficulties experienced by the borrower (for

example, high debt-to-equity ratio, low net income as a

percentage of sales);

° Breach of loan covenants or conditions;

o Deterioration of the borrower’s competitive position;
o Deterioration in the value of collateral; and

° Downgrading below investment grade level.

The Group first assesses whether objective evidence of
impairment exists individually for financial assets that are
individually significant, and individually or collectively for financial
assets that are not individually significant. If the Group determines
that no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it includes
that asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for which
an impairment loss is or continues to be recognised are not

included in a collective assessment of impairment.
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2.7

Impairment of financial assets (Continued)
(@) Assets carried at amortised cost (Continued)

The amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original effective
interest rate. The carrying amount of the asset is reduced through
the use of an allowance account and the amount of the loss is
recognised in the income statement. If a loan or held-to-maturity
investment has a variable interest rate, the discount rate for
measuring any impairment loss is the current effective interest
rate determined under the contract. As a practical expedient, the
Group may measure impairment on the basis of an instrument’s
fair value using an observable market price.

The calculation of the present value of the estimated future cash
flows of a collateralised financial asset reflects the cash flows
that may result from foreclosure less costs for obtaining and
selling the collateral, whether or not foreclosure is probable.

For the purposes of a collective evaluation of impairment, financial
assets are grouped on the basis of similar credit risk
characteristics (i.e. on the basis of the Group’s grading process
that considers asset type, collateral type, overdue status and
other relevant factors). Those characteristics relevant to the
estimation of future cash flows for groups of such assets by being
indicative of the debtors’ ability to pay all amounts due according
to the contractual terms of the assets are considered.

Future cash flows in a group of financial assets that are
collectively evaluated for impairment are estimated on the basis
of the contractual cash flows of the assets in the group and
historical loss experience for assets with credit risk characteristics
similar to those in the group. Historical loss experience is adjusted
on the basis of current observable data to reflect the effects of
current conditions that did not affect the period on which the
historical loss experience is based and to remove the effects of
conditions in the historical period that do not currently exist.

Estimates of changes in future cash flows for groups of assets
should reflect and be directionally consistent with changes in
related observable data from period to period (for example,
changes in unemployment rates, property prices, payment status,
or other factors indicative of changes in the probability of losses
in the group and their magnitude). The methodology and
assumptions used for estimating future cash flows are reviewed
regularly by the Group to reduce any differences between loss
estimates and actual loss experience.
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2.7

Impairment of financial assets (Continued)
(@) Assets carried at amortised cost (Continued)

When a loan is uncollectible, it is written off against the related
allowances for loan impairment. Such loans are written off after
all the necessary procedures have been completed and the
amount of the loss has been determined. Subsequent recoveries
of amounts previously written off decrease the amount of the

allowances for loan impairment in the income statement.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the previously
recognised impairment loss is reversed by adjusting the
allowance account. The amount of the reversal is recognised in

the income statement.

(b)  Assets classified as available-for-sale

The Group assesses at each end of the reporting period whether
there is objective evidence that a financial asset or a group of
financial assets is impaired. In the case of equity investments
classified as available-for-sale, a significant or prolonged decline
in the fair value of the security below its cost is considered in
determining whether the assets are impaired. If any such evidence
exists for available-for-sale financial assets, the cumulative loss
measured as the difference between the acquisition cost (net of
any principal repayment and amortisation) and the current fair
value, less any impairment loss on that financial asset previously
recognised in the income statement, is removed from equity and
recognised in the income statement. Impairment losses
recognised in the income statement on equity instruments are
not reversed through the income statement. If, in a subsequent
period, the fair value of a debt instrument classified as available-
for-sale increases and the increase can be objectively related to
an event occurring after the impairment loss was recognised in
profit or loss, the impairment loss is reversed through the income

statement.

(c)  Renegotiated loans

Loans that are either subject to collective impairment assessment
or individually significant and whose terms have been
renegotiated are no longer considered to be past due but are
treated as new loans. In subsequent periods, the asset if past

due again is considered to be and disclosed as past due loans.
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2.8 Financial liabilities

Financial liabilities are classified into two categories: financial liabilities
at fair value through profit or loss and other financial liabilities. All
financial liabilities are classified at inception and recognised initially at
fair value. The bases for the determination of fair value of financial

liabilities are set out in Note 3.5(a).

(@)  Financial liabilities at fair value through profit or loss

This category has two sub-categories: financial liabilities held for
trading, and those designated at fair value through profit or loss

at inception.

A financial liability is classified as held for trading if it is incurred
principally for the purpose of repurchasing in the short term. It is
carried at fair value and any gains and losses from changes in fair

value are recognised in the income statement.

A financial liability is typically classified as fair value through profit

or loss at inception if it meets the following criteria:

(i) It eliminates or significantly reduces a measurement or
recognition inconsistency (sometimes referred to as “an
accounting mis-match”) that would otherwise arise from
measuring liabilities or recognising the gains and losses on

them on different bases; or

(i) A group of financial liabilities is managed and its
performance is evaluated on a fair value basis, in
accordance with a documented risk management or
investment strategy, and this is the basis on which
information about the liabilities is provided internally to the
key management personnel such as the Board of Directors

and Chief Executive Officer; or

(ili)  Financial liabilities with embedded derivatives where the
characteristics and risks of the embedded derivatives are

not closely related to the host contracts.

Financial liabilities designated at fair value through profit or loss
include the Group’s own debt securities in issue and deposits
received from customers that are embedded with certain
derivatives. Financial liabilities designated at fair value through
profit or loss are carried at fair value and any gains and losses
from changes in fair value are recognised under “Net trading

income/(loss)” in the consolidated income statement.
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2.8 Financial liabilities (Continued)
(b)  Other financial liabilities

Other financial liabilities are recognised initially at fair value net of
transaction costs incurred and are subsequently carried at
amortised cost. Any difference between proceeds net of
transaction costs and the redemption value is recognised in the
consolidated income statement over the period of the other

financial liabilities using the effective interest method.

If the Group purchases its own debt, it is removed from the
statement of financial position, and the difference between the
carrying amount of a liability and the consideration paid is
accounted for as a gain or loss in the consolidated income

statement.

2.9 Derivative financial instruments and hedge accounting

Derivatives are initially recognised at fair value on the date on which a
derivative contract is entered into and are subsequently re-measured
at their fair value. The bases for the determination of fair value of
derivative financial instruments are set out in Note 3.5(a). All derivatives
are carried as assets when fair value is positive and as liabilities when

fair value is negative.

Certain derivatives embedded in other financial instruments, such as
the conversion option in a convertible bond where it is not settled by
exchanging a fixed amount of cash or another financial asset for a fixed
number of own equity instrument, are treated as separate derivatives
when their economic characteristics and risks are not closely related to
those of the host contract and the host contract is not carried at fair
value through profit or loss. These embedded derivatives are measured
at fair value with changes in fair value recognised in the income
statement unless the Group chooses to designate the hybrid contracts

at fair value through profit or loss.

The method of recognising the resulting fair value gain or loss depends
on whether the derivative is designated as a hedging instrument, and if
so, the nature of the item being hedged. The Group designates certain
derivatives as hedges of the fair value of recognised assets or liabilities.
Hedge accounting is used for derivatives designated in this way

provided certain criteria are met.
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2.9 Derivative financial instruments and hedge accounting
(Continued)

The Group documents, at the inception of the transaction, the
relationship between hedging instruments and hedged items, as well
as its risk management objective and strategy for undertaking various
hedge transactions. The Group also documents its assessment, both
at hedge inception and on an ongoing basis, of whether the derivatives
that are used in hedging transactions are highly effective in offsetting

changes in fair values of hedged items.

(@)  Fair value hedge

Changes in the fair value of derivatives that are designated and
qualify as fair value hedges are recorded in the income statement
under “Net trading income — Net loss arising from financial
instruments subject to fair value hedge”, together with any
changes in the fair value of the hedged asset that are attributable
to the hedged risk.

If the hedge no longer meets the criteria for hedge accounting,
the adjustment to the carrying amount of a hedged item for which
the effective interest method is used is amortised to profit or loss
over the period to maturity and remains in retained earnings until
the disposal of the hedged item.

(b)  Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge
accounting. Changes in the fair value of any derivative instrument
that does not qualify for hedge accounting are recognised
immediately in the income statement under “Net trading income/
(loss)”. For derivatives that are managed in conjunction with
designated financial assets or financial liabilities, the gains and
losses arising from changes in their fair value are included under
“Net trading income — Net loss arising from financial instruments

designated at fair value through profit or loss”.

2.10 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in
the statement of financial position when there is a legally enforceable
right to offset the recognised amounts and there is an intention to settle

on a net basis, or realise the asset and settle the liability simultaneously.
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2.11 Sale and repurchase agreements

The liability to counterparties in respect of securities sold subject to
repurchase agreements (“repos”) is included in amounts due to other
banks, deposits from banks, or other accounts and accruals, as
appropriate. Securities purchased under agreements to resell (“reverse
repos”) are recorded as loans and advances to other banks or
customers, as appropriate. The difference between the sale and
repurchase price is treated as interest and accrued over the life of the
agreements using the effective interest method. Securities lent to

counterparties are also retained in the financial statements.

Securities borrowed are not recognised in the financial statements,
unless these are sold to third parties, in which case the purchases and
sales are recorded with the gain or loss included in trading income. The

obligation to return them is recorded at fair value as a trading liability.

2.12 Repossessed assets

Loans on which collateral assets have been repossessed are not
derecognised and are carried in the statement of financial position with

appropriate amounts of impairment allowances made.

2.13 Segment reporting

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision maker. The
chief operating decision maker is the person or group of persons that
allocates resources to and assesses the performance of the operating
segments of an entity. The Group has determined the Chief Executive
and members of the Executive Committee as its chief operating

decision maker.

All transactions between operating segments are conducted on an
arm’s length basis, with inter-segment revenues and costs being
eliminated on consolidation. Income and expenses directly associated
with each segment are included in determining operating segment

performance.

Based on the requirements of HKFRS 8, the Group has the following
segments: Personal Banking, Commercial Banking, Treasury, Overseas

Banking and Others.
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(@)  Functional and presentation currency

Items included in the financial statements of each of the Group’s
entities are measured using the currency of the primary economic
environment in which the entity operates (the “functional
currency”). The consolidated financial statements are presented
in HK dollars, which is the Group’s presentation currency and the

functional currency of the Company and major part of the Group.

(b)  Transactions and balances

Foreign currency transactions are translated into the functional
currency of the relevant entity using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and from
the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised

in the income statement.

All foreign exchange gains and losses recognised in the income
statement are presented net in the income statement within the
corresponding item. Foreign exchange gains and losses on other
comprehensive income items are presented in the statement of

comprehensive income within the corresponding item.

In the case of changes in the fair value of foreign currency
denominated monetary assets classified as available-for-sale, a
distinction is made between translation differences resulting from
changes in amortised cost of the assets and other changes in the
carrying amount of the assets. Translation differences related to
changes in the amortised cost are recognised in the income
statement, and those related to changes in the carrying amount,

except for impairment, are recognised in equity.

Translation differences on non-monetary items, such as
investments in equity instruments held at fair value through profit
or loss, are reported as part of the fair value gain or loss.
Translation difference on certain other non-monetary items, such
as equities classified as available-for-sale financial assets, are

included in the fair value reserve in equity.
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2.14 AMMEE () 2.14 Foreign currency translation (Continued)
(A) EBET A (c)  Group companies
FrER EREZNEBITRAMNEEEE The results and financial position of all the Group’s entities (none
(AR 3EmBmR S E 2 B8 2 BRI of which has the currency of a hyperinflationary economy) that
RABAT AR RE B2 E have a functional currency different from the presentation

currency are translated into the presentation currency as follows:

iy BUBHRRARFEIZEEREBER (i)  assets and liabilities for each statement of financial position
BRI 3R 2 s B H 2 o E R R presented are translated at the closing rate at the date of
=i that statement of financial position;

(i) BUEBEZ WA KT B ERSR (i) income and expenses for each income statement are
(W FHENIFZERS B R translated at average exchange rates (unless this average
TEXHREIR 2EBOE - kA is not a reasonable approximation of the cumulative effect
MY HAZERSAERBE) & of the rates prevailing on the transaction dates, in which

case income and expenses are translated at the dates of

the transactions); and

(i) FIBERBREFEERSEREAN—E (i) all resulting exchange differences are recognised as a
BIIEHE ° separate component of equity.

FiUBIRE A 2 [E N E BN R iR [[E Exchange differences arising from the above processes are
HEBIETER - reported in shareholders’ equity under “Exchange reserve”.

RErERE R - Eﬁ%ﬁﬁ\\%%%&ﬁﬁﬁé On consolidation, exchange differences arising from the
EZHBRERE  IIARRERRA o 1 translation of the net investment in foreign entities are taken to
INEBEEE ux—rﬁfﬁ%%ﬁﬂ—r@]{”ﬁﬁ% shareholders’ equity. When a foreign operation is sold, such
Fir 15 2 2B Wi zs sk B 18 1 W 2 BR N T AR o exchange differences are recognised in the income statement as

part of the gain or loss on sale.

WHEBRIEBEECHERATER Goodwill and fair value adjustments arising on the acquisition of
B CWEEZBEIIEBZ2EERAGR a foreign entity are treated as assets and liabilities of the foreign

B WEREERA ZEXRE entity and translated at the closing rate.
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(Expressed in thousands of Hong Kong dollars)

2.15 Premises and other fixed assets

Leasehold properties comprising land and buildings held on which a
reliable estimate is not available on the split of the carrying value
attributable to each of the land and building elements are accounted
for as finance leases and shown at fair value, based on periodic, and at
least triennial, valuations by external independent valuers, less
subsequent depreciation. Any accumulated depreciation at the date of
revaluation is eliminated against the gross carrying amount of the asset
and the net amount is restated to the revalued amount of the asset. All
other property, plant and equipment are stated at historical cost less
depreciation and impairment losses. Historical cost includes

expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably. All other
repairs and maintenance are expensed in the income statement during

the financial period in which they are incurred.

Increases in the carrying amount arising on revaluation of premises are
credited to premises revaluation reserve in shareholders’ equity.
Decreases that offset previous increases of the same asset are charged
against fair value reserves directly in equity; all other decreases are

expensed in the income statement.

Depreciation of premises and other fixed assets is calculated using the
straight-line method to allocate cost or revalued amounts to their

residual values over their estimated useful lives, as follows:

= Premises Over the remaining period of
lease

- Furniture, fittings, equipment Over the estimated useful lives

and motor vehicles generally between 5 and 10

years

The difference between depreciation based on the revalued carrying
amount of premises charged to the income statement and depreciation
based on the premises’ original cost is transferred from premises

revaluation reserve to retained earnings.

The assets’ residual values and useful lives are reviewed, and adjusted

if appropriate, at each end of the reporting period.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its

estimated recoverable amount (Note 2.18).
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(Expressed in thousands of Hong Kong dollars)

2.16 Investment properties

Property that is held for long-term rental yields or for capital
appreciation or both, and that is not occupied by the companies in the

consolidated Group, is classified as investment property.

Investment property comprises land held under operating lease and

buildings held under finance lease.

Land held under operating lease is classified and accounted for as
investment property when the rest of the definition of investment
property is met. The operating lease is accounted for as if it were a

finance lease.

Investment property is measured initially at its cost, including related

transaction costs.

After initial recognition, investment property is carried at fair value. Fair
value is based on active market prices, adjusted, if necessary, for any
difference in the nature, location or condition of the specific asset. If
this information is not available, the Group uses alternative valuation
methods such as recent prices on less active markets or discounted
cash flow projections. These valuations are performed in accordance
with the guidance issued by the International Valuation Standards
Committee. These valuations are reviewed annually by external valuers.
Investment property that is being redeveloped for continuing use as
investment property, or for which the market has become less active,

continues to be measured at fair value.

The fair value of investment property reflects, among other things, rental
income from current leases and assumptions about rental income from

future leases in the light of current market conditions.

Subsequent expenditure is charged to the asset’s carrying amount only
when it is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance costs are expensed in the

income statement during the financial period in which they are incurred.
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2.16 Investment properties (Continued)

Changes in fair values are recognised in the income statement.

If an investment property becomes owner-occupied, it is reclassified
as premises and other fixed assets, and its fair value at the date of

reclassification becomes its cost for accounting purposes.

If an item of premises and other fixed assets becomes an investment
property because its use has changed, any difference resulting between
the carrying amount and the fair value of this item at the date of transfer
is recognised in equity as a revaluation of premises and other fixed
assets under HKAS 16. However, if a fair value gain reverses a previous

impairment loss, the gain is recognised in the income statement.

2.17 Goodwill and intangible assets

Goodwill represents the excess of the cost of an acquisition over the
Group’s share of the net fair value of the identifiable assets and liabilities
of the acquiree as at the date of acquisition. Goodwill is carried at cost
less any accumulated impairment losses. Goodwill is tested annually
for impairment. Impairment losses on goodwill are not reversed. Gains
and losses on the disposal of an entity include the carrying amount of

goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of
impairment testing. The allocation is made to those cash-generating
units or groups of cash-generating units that are expected to benefit

from the business combination on which the goodwill arose.

Intangible assets arising from an acquisition are recognised separately
from goodwill when they are separable or arise from contractual or other
legal rights, and their value can be measured reliably. They include core
deposits, contracts and customer relationships intangible assets, and
trade names. Intangible assets are stated at cost less amortisation,
and/or accumulated impairment losses. Amortisation is calculated
based on estimated useful life ranging from 5 to 12 years using a

diminishing balance method.
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2.18 Impairment of goodwill, intangible assets and non-

financial assets

Assets that have an indefinite useful life or are not yet available for use
are not subject to amortisation, but are tested annually for impairment.
Assets are reviewed for impairment whenever events or changes in
circumstances indicated that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which
the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to
sell and value in use. For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units). Non-financial assets
other than goodwill that suffered an impairment are reviewed for

possible reversal of the impairment at each reporting date.

2.19 Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax
is recognised in the income statement, except to the extent that it
relates to items recognised directly in equity. In this case, the tax is

recognised in equity.

The current income tax charge is calculated on the basis of the tax
laws enacted or substantially enacted at the end of the reporting period
in the countries where the Company’s subsidiaries, associates and joint
ventures generate taxable income. Management periodically evaluates
positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be

paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on
temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements.
Deferred income tax is determined using tax rates that have been
enacted or substantially enacted by the end of the reporting period and
that are expected to apply when the related deferred income tax asset

is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is
probable that future taxable profit will be available against which the
temporary differences can be utilised. The tax effects of income tax
losses available for carry forward are recognised as an asset when it is
probable that future taxable profits will be available against which these

losses can be utilised.
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2.19 Current and deferred income tax (Continued)

Deferred income tax is provided on temporary differences arising on
investments in subsidiaries, associates and jointly controlled entities,
except where the timing of the reversal of the temporary difference is
controlled by the Group and it is probable that the temporary difference
will not reverse in the foreseeable future.

Deferred income tax related to fair value re-measurement of available-
for-sale investments, which is charged or credited directly to equity, is
also credited or charged directly to equity and is subsequently
recognised in the income statement upon the realisation of relevant

investments.

2.20 Employee benefits
(@)  Pension obligations

The Group offers a mandatory provident fund scheme and a
number of defined contribution plans, the assets of which are
generally held in separate trustee-administered funds. These
pension plans are funded by payments from employees and by

the relevant Group companies.

The Group’s contributions to the mandatory provident fund
schemes and defined contribution retirement schemes are
expensed as incurred. Other than mandatory provident fund
contribution, the Group’s contributions may be reduced by
contributions forfeited by those employees who leave prior to
vesting fully in the contributions.

(b)  Share-based compensation

The Group operates a cash settled, share-based compensation
plan, which requires the Group to pay the intrinsic value of the
share option to a grantee at the date of exercise. The total amount
to be expensed over the vesting period is determined by reference
to the fair value of the options granted. At each end of the
reporting period, the Group will re-measure the fair value of the
share options and any change is recognised in the income

statement.

(c) Employee leave entitlements

Employee entitlements to annual leave and long service leave
are recognised when they accrue to employees. An accrual is
made for the estimated liability for annual leave and long service
leave as a result of services rendered by employees up to the
end of the reporting period.
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(Expressed in thousands of Hong Kong dollars)

2.20 Employee benefits (Continued)
(d) Bonus plans

Liabilities for bonus plans due wholly within twelve months after
the end of the reporting period are recognised when the Group
has a present or constructive obligation as a result of services
rendered by employees and a reliable estimate of the obligation

can be made.

2.21 Provisions

Provisions for restructuring costs and legal claims are recognised when:
the Group has a present legal or constructive obligation as a result of
past events; it is more likely than not that an outflow of resources will
be required to settle the obligation; and the amount has been reliably
estimated. Restructuring provisions comprise lease termination
penalties and employee termination payments. Provisions are not

recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an
outflow will be required in settlement is determined by considering the
class of obligations as a whole. A provision is recognised even if the
likelihood of an outflow with respect to any one item included in the

same class of obligations may be small.

2.22 Leases
(@) Operating lease

Leases in which a significant portion of the risks and rewards of
ownership are retained by the lessor are classified as operating
leases. Payments made under operating leases (net of any
incentives received from the lessor) are expensed in the income

statement on a straight-line basis over the period of the lease.

Where the Group is a lessor under operating leases, assets leased
out are included in fixed assets in the consolidated statement of
financial position. They are depreciated over their expected useful
lives on a basis consistent with similar owned fixed assets. Rental
income (net of any incentives given to lessees) is recognised on a

straight-line basis over the lease term.
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2.22 Leases (Continued)
(b)  Finance lease

Leases of assets where the Group has substantially all the risks
and rewards of ownership are classified as finance leases.
Finance leases are capitalised at the lease’s commencement at
the lower of the fair value of the leased property and the present
value of the minimum lease payments. Each lease payment is
allocated between the liability and finance charges so as to
achieve a constant rate on the finance balance outstanding. The
corresponding rental obligations, net of finance charges, are
included as liabilities. The investment properties acquired under

finance leases are carried at their fair value.

Where the Group is a lessor under finance leases, the amounts
due under the leases, net of unearned finance income, are
recognised as a receivable and are included in “Advances and
other accounts”. Finance income implicit in rentals receivable is
credited to the income statement over the lease period so as to
produce a constant periodic rate of return on the net investment

outstanding for each accounting period.

2.23 Fiduciary activities

The Group commonly acts as trustees and in other fiduciary capacities
that result in the holding or placing of assets on behalf of individuals,
trusts and other institutions. These assets are excluded from the

Group’s financial statements, as they are not assets of the Group.

2.24 Share capital

Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of new shares are shown in equity as a

deduction, net of tax, from the proceeds.

Dividends on ordinary shares are recognised as a liability in the financial

statements in the period in which they are approved by shareholders.

2.25 Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents
comprise balances with less than three months’ maturity from the date
of acquisition, including: cash, balances with banks and other financial
institutions, treasury bills, other eligible bills and certificates of deposit
and investment securities which are readily convertible to cash and are

subject to an insignificant risk of changes in value.
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2.26 Financial guarantee contracts

Financial guarantee contracts are contracts that require the issuer to
make specified payments to reimburse the holder for a loss it incurs
because a specified debtor fails to make payments when due, in
accordance with the terms of a debt instrument. Such financial
guarantees are given to banks, financial institutions and other bodies
on behalf of customers to secure loans, overdrafts and other banking
facilities, and to other parties in connection with the performance of
customers under obligations related to contracts, advance payments
made by other parties, tenders, retentions and the payment of import

duties.

Financial guarantees are initially recognised in the financial statements
at fair value on the date the guarantee was given. Subsequent to initial
recognition, the Group’s liabilities under such guarantees are measured
at the higher of the amount determined in accordance with HKAS 37
Provisions, Contingent Liabilities and Contingent Assets and the
amount initially recognised less cumulative amortisation recognised.
Any changes in the liability relating to financial guarantees are taken to

the income statement.

2.27 Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past events
and whose existence will only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation arising from
past events that is not recognised because it is not probable that an
outflow of economic resources will be required or the amount of

obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes to
the financial statements. When a change in the probability of an outflow
occurs so that outflow is probable, it will then be recognised as a

provision.

A contingent asset is a possible asset that arises from past events and
whose existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain events not wholly within the control

of the Group.

A contingent asset is not recognised but is disclosed in the notes to the
financial statements when an inflow of economic benefits is probable.

When such inflow is virtually certain, an asset is recognised.
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The Group’s activities expose it to a variety of financial risks and those
activities involve the analysis, evaluation, acceptance and management
of some degree of risk or combination of risks. Taking risk is core to the
financial business, and operational risks are an inevitable consequence
of being in business. The Group’s aim is therefore to achieve an
appropriate balance between risk and return and minimise potential

adverse effects on the Group’s financial performance.

The Group’s risk management policies are designed to identify and
analyse these risks, to set appropriate risk limits and controls, and to
monitor the risks and adherence to limits by means of reliable and up-
to-date information systems. The Group regularly reviews its risk
management policies and systems to reflect changes in markets,

products and emerging best practice.

Risk management is carried out pursuant to the overall strategy and
policies approved by the Board of Directors. The Executive Committee
under the authority delegated by the Board oversees and guides the
management of different risks which are more particularly managed
and dealt with by the Group Risk Division and different functional
committees.

In addition, Internal Audit is responsible for the

independent review of risk management and the control environment.

The most important types of risk are credit risk, liquidity risk, market
risk and operational risk. Market risk includes currency risk, interest

rate and other price risk.

3.1 Strategy in using financial instruments

The Group accepts deposits from customers at both fixed and floating
rates, and for various periods, and seeks to earn positive interest
margins by investing and lending these funds in a wide range of assets.
The Group seeks to increase these margins by consolidating short-
term funds and lending for longer periods at higher rates, while

maintaining sufficient liquidity to meet all claims that might fall due.

The Group also seeks to apply its interest margins through its lending
to commercial and retail borrowers and to charge customers
appropriate fees and commission, taking into consideration credit risk
and market conditions. Such exposures involve not just on-balance
sheet loans and advances, as the Group also enters into guarantees
and other commitments such as letters of credit, performance and other

bonds.
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3.1 Strategy in using financial instruments (Continued)

The Group also trades in financial instruments where it takes positions
in exchange-traded and over-the-counter instruments, including
derivatives, to take advantage of short-term market movements in
equities and bonds and in currency, interest rate and commodity prices.
The Board places trading limits on the level of exposures that can be
taken in relation to market positions. Apart from specific hedging
arrangements, foreign exchange and interest rate exposures are
normally offset by entering into counterbalancing positions (including
transactions with customers or market counterparties), or by the use of
derivatives, thereby controlling the variability in the net cash amounts

required to liquidate market positions.

The Group also uses interest rate swap and other interest rate
derivatives to mitigate interest rate risk arising from changes in interest
rates that will result in decrease in the fair value of fixed rate assets or
increase in the fair value of fixed rate term liabilities. Part of these
financial instruments are designated as fair value hedges, and the terms
of hedge including hedged item, amount, interest rates, hedge period
and purpose are determined and documented at the inception of each
fair value hedge. Hedge effectiveness is assessed at inception on a
prospective basis and is reassessed, on an ongoing basis, based on
actual experience and valuation. Fair value hedge relationships that do
not meet the effectiveness test requirement of hedge accounting are
discontinued with effect from the date of ineffectiveness of the fair value

hedge.

3.2 Credit risk

The Group’s main credit risk is that borrowers or counterparties may
default on their payment obligations due to the Group. These
obligations arise from the Group’s lending and investment activities,

and trading of financial instruments (including derivatives).

The Group has a Group Credit Committee and for each business
division a credit committee made up of certain Executive Directors and
senior credit officers and chaired by the Chief Executive. Each credit
committee has the responsibility for formulating and revising credit
policies and procedures for that division within the parameters of the
Group Risk Policy and regulatory framework. Credit policies and
procedures define the credit assessment and approval criteria and
guidelines, use of scoring, review and monitoring process and the

systems of loan classification and impairment.
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3.2 Credit risk (Continued)

The Group manages all types of credit risk on a prudent basis, in
accordance with the credit approval and review policies, by evaluating
the credit-worthiness of different types of customers and counterparties
based on assessment of business, financial, market and industry risks
applicable to the types of loans, collateral and counterparty dealings
including dealing in or use of derivative financial instruments. Credits
are extended within the parameters set out in the credit policies and
are approved by different levels of management based upon established
guidelines. Credit exposures, limits and asset quality are regularly
monitored and controlled by management, credit committees and
Group Risk Division. The Group’s internal auditors conduct regular
reviews and audits to ensure compliance with credit policies and

procedures and regulatory guidelines.

The individual business’ credit policies also establish policies and
processes for the approval and review of new products and activities,
together with details of the loan grading, or credit scoring, processes

and impairment policies.

3.2.1 Credit risk measurement
(@) Loans and advances

In measuring credit risk of loans and advances to customers and
to banks and other financial institutions at a counterparty level,
the Group focuses on three components, namely (i) credit risk of
the client or counterparty on its contractual obligations; (i) current
exposures to the client or counterparty; and (iii) amount of

impairment allowances.

These credit risk measurements, which operate to control and
monitor credit performance of individual and pools of borrowers
through on-going credit review, loan classification, collection,
credit risk mitigation including realisation of collateral, and
provision of impairment on problem loans as required by the
Group’s credit policies and procedures, and regulatory guidelines,
are embedded in the Group’s daily credit risk management. Based
on the Banking (Capital) Rules of the Hong Kong Banking
Ordinance, the Group is required to set aside sufficient loan loss
reserve against any expected loss. The operational
measurements can be contrasted with impairment allowances
required under HKAS 39, which are based on losses that have
been incurred at the end of the reporting period (the “incurred

loss model”) rather than expected loss (Note 3.2.3).
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3.2 Credit risk (Continued)

3.2.1 Credit risk measurement (Continued)

@
@)

(ii)

(iii)

(b)

Loans and advances (Continued)

The Group assesses the credit quality of corporate clients
using an internal rating tool tailored to the various
categories of corporates. They have been developed
internally and combine general analysis and judgements of
credit officers, and are reviewed, where appropriate, by
comparison with externally available data. Clients of the
Group are segmented into three broad rating classes. The
Group’s rating scale, which is shown in Note 3.2.3,
differentiates credit quality for each rating class. This means
that, in principle, exposures migrate between classes as
the assessment of credit quality and business environment
changes. The rating tools are kept under review and

upgraded as necessary.

The Group uses both internal data and market information
(e.g. credit rating migration, credit scoring) for internal credit
risk assessment. Observed migration data per rating
category vary year on year, especially over an economic

cycle.
Current exposure represents the actual utilisation of a credit
facility and contractual obligations including both current

exposure and undrawn commitment.

The assessment of individual and collective impairment is
detailed in Note 3.2.3.

Credit-related commitments

The primary purpose of these instruments is to ensure that funds

are available to a customer as required. Guarantees and standby

letters of credit — which represent irrevocable assurances that

the Group will make payments in the event that a customer cannot

meet its obligations to third parties — carry the same credit risk as

loans. Documentary and commercial letters of credit — which are

written undertakings by the Group on behalf of a customer

authorising a third party to draw drafts on the Group up to a

stipulated amount under specific terms and conditions — are

normally collateralised by the underlying shipments of goods to

which they relate and therefore carry less risk than a direct

lending.
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3.2 Credit risk (Continued)

3.2.1 Credit risk measurement (Continued)

(Z2) 15E#HE(B)

BROGEEAERUNERN  ERERERE
ﬁﬁihﬁﬁﬁﬁﬁﬁﬁ% PZIEE o B
RUEEAEZEERRMNE - NEBEM
EAEZ BER KRR m*w*@m%%z
M o AT ARED BB ZEERER
RNEFH/FEENRFE - BIREZESETLE
ERREBAAE - BFHERK 2 AEL—
HE%FEZ%?TE?m&FMET
CAREEEHEEREZIMFEY -

() BEFEZDREEES

REBESFIEEESRTE - SERERE
T%Té)ﬂQI\ﬁBEW&lZD’f@ZEﬁE’EJEW&WE%EJ*EP
EREERR RAEARUEEZNES
E’\JEE’\JEZ%%HXE%EEAE AR E R
RIRAKR - i —ERESAREES
HWAHRRABNAEE IR 2 ESH E R

(T) 77£TA

REBEES Z2EBF  #T— R 247
ATAERS  BEEFE - INERERET
BT ZRE - BT RIS -
PMHETIARSDRAER REH B HME
7 AEBERTETAEZ BHOEELF
NAFDREEFP2ERK - EEAEEY
kZRKE REAJEINEENESER
I ONE

(b)  Credit-related commitments (Continued)

Commitments to extend credit represent unused portions of
authorisations to extend credit in the form of loans, guarantees
or letters of credit. With respect to credit risk on commitments to
extend credit, the Group is potentially exposed to loss in an
amount equal to the total unused commitments. However, the
likely amount of loss is less than the total unused commitments,
as most commitments to extend credit are contingent upon
customers maintaining specific credit standards. The Group
monitors the term to maturity of credit commitments because
longer-term commitments generally have a greater degree of

credit risk than shorter-term commitments.

(c) Debt securities and treasury bills

For debt securities and treasury bills, external rating such as
Standard & Poor’s rating or their equivalents are used by Group
Risk Division for managing the credit risk exposures. The
investments in these securities and bills are made to gain a better
credit quality, to diversify risk exposures and income streams,
and to maintain a readily available source of funds to meet the

funding and liquidity requirement of the Group from time to time.

(d) Derivatives

In the normal course of business, the Group enters into a variety
of derivative transactions including forwards, futures, swaps and
options transactions in the interest rate, foreign exchange and
equity markets. Derivative transactions are conducted for both
trading and hedging purposes. The Group’s objectives in using
derivative instruments are to meet customers’ needs by acting
as an intermediary, to manage the Group’s exposure to risks and
to generate revenues through trading activities within acceptable

limits.
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3.2 Credit risk (Continued)

3.2.1 Credit risk measurement (Continued)

(@)
(i)

(ii)

Derivatives (Continued)

Derivatives held or issued for trading purposes

The Group transacts derivative contracts on behalf of
customers or to address customer demands in structuring
tailored derivatives. The Group also takes proprietary
positions for its own accounts. Trading derivative products
used by the Group are primarily over-the-counter
derivatives transacted based on interest rates, foreign
exchange rates, credit spread and equity prices.

Derivatives held or issued for hedging purposes

Derivatives held for hedging purposes primarily consist of
derivative instruments or contracts used to manage interest
rate risk and foreign exchange risk. All of these are over-
the-counter derivatives.

The Group uses the following derivative instruments:

@)

(ii)

Currency forwards represent commitments to purchase
foreign and domestic currency, including undelivered
transactions. Foreign currency and interest rate futures are
contractual obligations to receive or pay a net amount
based on changes in currency rates or interest rates or to
buy or sell foreign currency or a financial instrument on a
future date at a specified price, established in an organised
financial market. The changes in the futures contract value
are settled daily with the exchange.

Currency and interest rate swaps are commitments to
exchange one set of cash flows for another. Swaps result
in an economic exchange of currencies or interest rates
(for example, fixed rate for floating rate) or a combination
of all these (i.e., cross-currency interest rate swaps). No
exchange of principal takes place, except for certain
currency swaps. The Group’s credit risk represents the
potential cost to replace the swap contracts if
counterparties fail to perform their obligation. This risk is
monitored on an ongoing basis with reference to the current
fair value, a proportion of the notional amount of the
contracts and the liquidity of the market. To control the level
of credit risk taken, the Group assesses counterparties
using criteria similar to its lending activities.
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3.2 Credit risk (Continued)

3.2.1 Credit risk measurement (Continued)
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(d)  Derivatives (Continued)

(iii)  Foreign currency and interest rate options are contractual
agreements under which the seller (writer) grants the
purchaser (holder) the right, but not the obligation, either to
buy (a call option) or sell (a put option) at or by a set date or
during a set period, a specific amount of a foreign currency
or a financial instrument at a predetermined price. The seller
receives a premium from the purchaser in consideration for
the assumption of foreign exchange or interest rate risk.
Options may be either exchange-traded or negotiated
between the Group and a customer. The Group is exposed
to credit risk on purchased options only, and only to the

extent of their carrying amount, which is their fair value.

The Group may be exposed to counterparty risk arising from its
positions in derivative financial instruments, which is either
“valuation risk” for the credit risk on receiving mark-to-market
gains upon the default of a counterparty prior to scheduled
settlement, or “settlement risk” for the possibility of not receiving
the expected cash value of a derivative transaction or upon the

expiry of a derivative contract on the settlement date.

The notional amounts of certain types of financial instruments
provide a basis for comparison with instruments recognised on
the statement of financial position but do not necessarily indicate
the amounts of future cash flows involved or the current fair value
of the instruments and, therefore, do not indicate the Group’s
exposure to credit or price risks. The derivative instruments
become favourable (assets) or unfavourable (liabilities) as a result
of fluctuations in market interest rates, foreign exchange rates,
equity prices and credit market conditions. The aggregate
contractual or notional amount of derivative financial instruments
on hand, the extent to which instruments are favourable or
unfavourable, and thus the aggregate fair values of derivative
financial assets and liabilities, can fluctuate significantly from time

to time.
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3.2 Credit risk (Continued)
3.2.1 Credit risk measurement (Continued)
(d)  Derivatives (Continued)

The Group maintains strict control limits on net open derivative
positions (i.e., the difference between purchase and sale
contracts), by both amount and term. At any one time, the amount
subject to credit risk is limited to the current fair value of
instruments that are favourable to the Group (i.e., assets where
their fair values are positive), which in relation to derivatives is
only a small fraction of the contract, or notional values used to

express the volume of instruments outstanding.

3.2.2 Risk limit control and mitigation policies

The Group manages, controls and limits concentrations of credit risk
wherever they are identified — in particular, to individual counterparties

and groups, and to industries and countries.

The Group structures the levels of credit risk it undertakes by placing
limits on the amount of risk accepted in relation to one borrower, or
groups of borrowers, and to geographical and industry segments. Such
risks are monitored on a revolving basis and are subject to an annual or
more frequent review, when considered necessary. Limits on the level
of credit risk by product, industry sector and by country are approved

by relevant credit committees and Group Risk Division.

The exposure to any one borrower or counterparty including banks and
brokers is further restricted by sub-limits covering on- and off- balance
sheet exposures, and daily delivery risk limits in relation to trading items
such as forward foreign exchange contracts. Actual exposures against

limits are monitored daily.

Exposures to credit risk is also managed through regular analysis of
the ability of borrowers and potential borrowers to meet interest and
capital repayment obligations and by regular review and revision of

these limits where appropriate.

To avoid concentration of risk, large exposures to individual customers
or related groups are limited to a percentage of the capital base, and
exposures to industry sectors and countries/regions are managed

within approved limits to achieve a balanced portfolio.
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3.2 Credit risk (Continued)
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3.2.2 Risk limit control and mitigation policies (Continued)

(@) Loans and advances

In order to mitigate the credit risk and where appropriate, the
Group will obtain collateral to support the credit facility. To control
credit risk exposure to counterparty arising from derivative
positions, the Group limits its derivative dealings with approved
financial institutions, and uses established market practices on
credit support and collateral settlement to reduce credit risk
exposure to derivative counterparties. Overall credit risk limit for
each financial institution counterparty, including valuation limit
for derivatives, is approved by the Group Credit Committee with
reference to the financial strength and credit rating of each
counterparty. The acceptable types of collateral and their
characteristics are established within the credit policies, as are

the respective margins of finance.

Irrespective of whether collateral is taken, all credit decisions are
based upon the customer’s or counterparty’s credit profile,

cashflow position and ability to repay.

The Group employs a range of policies and practices to mitigate
credit risk. The most traditional of these is the taking of security
for funds advanced, which is a common practice. The Group
implements guidelines on the acceptability of specific classes of
collateral. The principal collateral types for loans and advances

are:

° Mortgages over properties;

° Charges over business assets such as premises, inventory

and accounts receivable;

° Charges over financial instruments such as debt securities

and equities; and

° Charge over deposits.

Lending to corporate entities are either secured, partially secured
or unsecured depending on borrowers’ credit quality. In addition,
in order to minimise credit loss, the Group will, where possible,
seek additional collateral from the counterparty as soon as
impairment indicators are noticed on relevant individual loans and

advances.
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(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)

3.2.2 Risk limit control and mitigation policies (Continued)

(b)  Debt securities

Debt securities and treasury bills are generally unsecured, with
the exception of asset-backed securities and similar instruments,

which are secured by portfolios of financial instruments.

(c) Derivatives

Since all counterparties for derivatives trading are financial
institutions, the risk is managed as part of the credit risk control
and monitoring process in respect of financial institutions
including credit controls such as setting individual limit for
valuation risk, daily settlement limits and performing periodic
credit assessment for each counterparty. Moreover, the Group
requires all derivative contract counterparties to enter into
International Swaps and Derivatives Association (“ISDA”)
Agreement in order to follow the standardised market practice of
close-out arrangement in the event of default, settlement

procedure, valuation/pricing methods.

Collateral or other security is not usually obtained for credit risk
exposures on these instruments, except where the Group requires

margin deposits from counterparties.

The Group further restricts its exposure to credit losses by
entering into master netting arrangements with counterparties
with which it undertakes a significant volume of transactions.
Master netting arrangements do not generally result in an offset
of assets and liabilities in the statement of financial position, as
transactions are usually settled on a gross basis. However, the
credit risk associated with favourable contracts is reduced by a
master netting arrangement to the extent that if an event of default
occurs, all amounts with the counterparty are terminated and

settled on a net basis.

The Group’s overall exposure to credit risk on derivative
instruments subject to master netting arrangements can change
substantially within a short period, as it is affected by each

transaction subject to the arrangement.
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3.2 Credit risk (Continued)
3.2.3 Impairment and provisioning policies

The internal rating system described in Note 3.2.1 focuses more on
credit-quality assessment from the inception of the lending and
investment activities. In contrast, impairment allowances are recognised
for financial reporting purposes only for losses that have been incurred
at the end of the reporting period based on objective evidence of
impairment (see Note 2.7). Due to the different approaches applied, the
amount of incurred credit losses provided for in the financial statements
may be different from the amount determined from other loss estimation
approach that is used for internal operational management and banking

regulation purposes.

The impairment allowance shown in the statement of financial position
at year-end is derived from each of the three broad internal rating
grades. However, the majority of the impairment allowance comes from
the bottom two gradings. The table below shows the percentage of the
Group’s on-balance sheet items relating to loans and advances and
the associated impairment allowance covering on- and off-balance

sheet amounts for each of these broad internal rating categories.

—E-ZF —EENF
2010 2009

HEEE B
LEREGRE HEHREREE
BAkl BA
EXEBH  Impairment EFNEF  Impairment
Bl allowance B allowance
Loans and as a % of Loans and as a % of

advances loan balance advances loan balance

58 Group % % % %
B Grades

1-1F% 1 - pass 99.2 0.3 97.9 0.5
2 - RRIEE 2 - special mention 0.2 13.5 0.5 11.3
3 - RAEL AT 3 - sub-standard or below 0.6 28.8 1.6 42.2

100.0 100.0
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SERERHKHEERZEARB R FER B
HERS AR/ HASBRZER - NoFZ
ERERBMABY REWERAEERD -

REAKE T —REEOREZ NEFRTTE
et BB IR B K i BB 2 Rt XERI S5 395 e SRR E
CEREEBREFE

o  AHMENKREHFMEZMNR

o ERARREZREL (0
R HEZFRRANX) ¢

BRAHERL

. BERROIARNK

o FBBERRF:

o  EBRAZBEFRENBIL: R

o HEAREETRE-

RHFBITEEER AR

(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)
3.2.3 Impairment and provisioning policies (Continued)

As far as the commercial banking business of the Group is concerned,

the credit ratings are broadly categorised as follows:

Grade 1 “pass”, which covers Grade 1 to 9 of the Group’s internal loan
grading system, represents loans for which borrowers are current in
meeting commitments and for which the full repayment of interest and
principal is not in doubt.

Grade 2 “special mention”, which covers Grade 10 of the Group’s
internal loan grading system, represents loans with which borrowers
are experiencing difficulties and which may lead to credit losses to the

Group if the deterioration in loan quality cannot be contained.

Grade 3 “sub-standard or below”, which covers Grade 11 to 13 of the
Group’s internal loan grading system, represents loans in which
borrowers are displaying a definable weakness that is likely to
jeopardise repayment; or collection in full is improbable and the Group
expects to sustain a loss of principal and/or interest, taking into account
the fair value of collateral less cost to sell; or loans that are considered

uncollectible after all collection options have been exhausted.

The internal rating tool assists management to determine whether
objective evidence of impairment exists under HKAS 39, which is based
on the following criteria generally considered by the Group:

° Delinquency in contractual payments of principal or interest;

o Cash flow difficulties experienced by the borrower (e.g. equity to

debt ratio, net income percentage of sales);

o Breach of loan covenants or conditions;

° Initiation of bankruptcy proceedings;

° Deterioration of the borrower’s competitive position; and
° Deterioration in the value of collateral.
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(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)
3.2.3 Impairment and provisioning policies (Continued)

The Group’s policy requires the review of individual financial assets
that are above pre-set thresholds at least annually or more regularly
when individual circumstances warrant. Impairment allowances on
individually assessed accounts are determined by an evaluation of the
incurred loss at the end of the reporting period on a case-by-case basis,
and are applied to all individually significant accounts. The assessment
normally encompasses collateral held (including re-confirmation of its
enforceability) and the anticipated receipts and liquidating collaterals

for that individual account.

Collectively assessed impairment allowances are provided for: (i)
portfolios of homogenous assets that are individually below materiality
thresholds; and (ii) losses that have been incurred but have not yet
been identified, by using the available historical experience,

experienced judgement and statistical techniques.
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3.2 Credit risk (Continued)

3.2.4 Maximum exposure to credit risk before collateral held or other

credit enhancements

—E-BF —TTHE
5 Group 2010 2009
EHREEABRNEEZEERBRENT ! Credit risk exposures relating to
on-balance sheet assets are as follows:
B e RERITH Cash and balances with banks 8,741,123 10,453,366
ERITHFR Placements with banks 3,249,320 4,282,749
BIEEBRENGE Trading securities 5,362,955 5,595,316
EENAAFEFEEEES Financial assets designated at fair
FFABRNEREE value through profit or loss 1,377 11,232
TEEMT A Derivative financial instruments 624,214 588,778
EEFERRBR Loans and advances to customers
BAER Loans to individuals
- AR — Credit cards 3,793,409 3,289,460
- RIBEX - Mortgages 21,904,593 18,972,569
- HAth - Others 3,945,998 3,283,575
PEER Loans to corporate entities
- BHIEX — Term loans 17,630,333 11,317,643
- RIBEX - Mortgages 10,523,436 8,088,435
-B5mE - Trade finance 4,548,252 3,281,532
- HAth - Others 10,402,967 8,931,945
IRITE R KRB Loans and advances to banks = 150,000
Hih&E Other assets 2,024,277 1,544,674
BREEERKEKRFIELERZ Investments in securities included in
BERE the loans and receivables category 7,717,760 8,799,348
A H & 75 5 Available-for-sale securities
- BR%E — debt securities 17,016,978 11,911,320
FE R HE S Held-to-maturity securities 8,876,572 8,598,408
126,363,564 109,100,350
EHREEABRINEEZEERBRENT : Credit risk exposures relating to
off-balance sheet items are as follows:
HHEREREMEEXIRAE Financial guarantees and other credit
related contingent liabilities 1,298,710 1,179,965
EFEREREMEERE Loan commitments and other credit
related commitments 50,692,990 36,885,225
51,991,700 38,065,190
+=—HBA=+—H At 31 December 178,355,264 147,165,540
ERIWRAEER=ZZE—ZTFR= ??ﬂEJr: The above table represents a worse case scenario of credit risk

H:-i——EIE—E@%’\mRTE’\ﬁJ ° %7
%2%*%*)\%%2?&#&@2%@1.:,& %%215
ERR

exposure to the Group at 31 December 2010 and 2009, without taking

into account of any collateral held or other credit enhancements

attached.
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3.2 Credit risk (Continued)

3.2.4 Maximum exposure to credit risk before collateral held or other

credit enhancements (Continued)

The results of credit performance of the Group can be further assessed

& with reference to the following:

. BERRBREEF6%H D IBAENITHRR . 6% of the loans and advances portfolio are categorised in the
HGHE&EE Z “EERA (T NE top three grades of the internal rating system (2009: 3%);

3%)

. HEFZRADB2ZIERBERTBER G . Mortgage loans, which represent the biggest group in the
ZIEE portfolio, are backed by collateral;

. E RN B A 98% A 8 B K 4 (E B . 98% of the loans and advances portfolio are considered to be
BWE(CZZEZNF : 97%) neither past due nor individually impaired (2009: 97 %);

. BRI FAREZEFERLRBIEERF . Loans and advances to customers that are either individually or
ERNBERBENOIB(ZTEZTNF : collectively impaired constituted 0.3% (2009: 1.0%) of the total
1.0%) : & loans and advances to customers; and

. BERESREMEFIRER6T% (ZTEN . 67% (2009: close to 60%) of the investments in debt securities
F o BEi60%) ZADEAFERR o and other bills have at least an A- credit rating.

3.2.5 Bk R Bk 3.2.5 Loans and advances

ERRBFBMmaT Loans and advances are summarised as follows:

—E-ZF —TENEF
2010 2009
EFEX RITEN BEFEX RITER
RBXK KRB KRB KRB
Loans and Loans and Loans and Loans and
advancesto advancesto advancesto  advances to
£8 Group customers banks customers banks
o B R B AR E Neither past due nor individually
impaired 71,656,605 - 55,383,407 150,000

#EERERRE Past due but not individually impaired 923,122 - 1,252,353 -

(EhINCRES Individually impaired 169,261 - 529,399 -

B Gross 72,748,988 - 57,165,159 150,000

B OREER Less: allowance for impairment (395,098) - (674,435) (155)

R Net 72,353,890 - 56,490,724 149,845
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3.2 Credit risk (Continued)

3.2.5 Bk R HaK () 3.2.5 Loans and advances (Continued)
—E-ZF ZTENEF
EFEX BEFER
kB RER
2010 2009
Loans and Loans and
advances to advances to
£8 Group customers customers
MEER KRB Impaired loans and advances
- fERIRE () - Individually impaired (Note (a)) 169,261 529,399
-REREG) - Collectively impaired (Note (b)) 13,181 17,767
182,442 547,166
HEERE Impairment allowances made
- @51 (R - Individually assessed (Note (c)) (91,405) (316,378)
- a2 - Collectively assessed (Note (b)) (12,554) (16,941)
(103,959) (333,319)
78,483 213,847
BEEERAFE" Fair value of collaterals held* 84,547 215,514
RMEERRBREEFER Impaired loans and advances as a % of
RBFBEz2ADL total loans and advances to customers 0.25% 0.96%

* ERRATEDRBERADHEREFRREERS
7 MEPREEETE °

.

B, ERRERERDZEEMRERREERELET
— MRt ERRENTBREERER (18
REMDWEFR - MBREHEEZERZ AT
AR\ REEXNTZE - WA SFHfHE

L. HFEREERRBIIEZENGSEEERER
HREER RN 2HRACBHREZBENLTX
ZERRER o ZER L2 REERGS
REEETEBGESMELERN 0D

A. NUEERREEFEZEEERERRN T A=+
—AEZEMAMEE -

B R K EAR 2 R B % 4258 /5 395,098,000/% 7T

—TENE ¢ 674,590,000 7T) ¢ B EHE R
EE R 7 191,405,000 T (ZEEN4F -
316,378,000/8 7T) M #iizir A EEFHWERZ
47 & ¥ 15 303,693,000 T (ZZEE H F -
358,212,000/ 7T) ° Mt 25e it E 2 AR FER
L8R - RITERRBERREAMER (EH ZRE
HEFE R o

*

Fair value of collateral is determined as the lower of the market value of
collateral and outstanding loan balance.

Note:

(@) Individually impaired loans are defined as those loans having objective
evidence of impairment as a result of one or more events that occurred
after the initial recognition of the asset (a “loss event”) and that loss event
has an impact on the estimated cash flows of the loans that can be reliably
estimated.

(b) Collectively impaired loans and advances refer to those unsecured loans
and advances assessed for impairment on a collective basis and which
have become overdue for more than 90 days as at the reporting date. The
collective impairment allowance for these impaired loans, which is a part
of the overall collective impairment allowances, is shown above.

(c) The above individual impairment allowances were made after taking into
account the value of collaterals in respect of such advances as at 31
December.

The total impairment allowance for loans and advances is
HK$395,098,000 (2009: HK$674,590,000), comprising an allowance of
HK$91,405,000 (2009: HK$316,378,000) for the individually impaired
loans and a collective allowance of HK$303,693,000 (2009:
HK$358,212,000) provided on loans assessed on a collective basis.
Further information on the impairment allowances maintained for each
of loans and advances to customers, loans and advances to banks,
and other accounts is provided in Note 25.
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32 faRmEBE @) 3.2 Credit risk (Continued)
3.2.5 Bk R HaK () 3.2.5 Loans and advances (Continued)
(FF)  fm a0 B % 1] B Rt (8.2 B3k I Bk (a) Loans and advances neither past due nor individually
impaired
ERRBREET EERERERHARE The credit quality of the portfolio of loans and advances that were
ERRE T —RARRM H3.2.30R R =K neither past due nor individually impaired is normally assessed
EMEL T - based on the three broad gradings mentioned in Note 3.2.3.
EFERR
BRAE ROEXR
BABEERF) it Total loans R BHEE
Individual (retail customers) Corporate entities and Loans
FRE ESpE advances and
Group Credit #HEER Hft  BHER REBER Trade 2t to advances
At 31 December 2010 cards Mortgages Others Term loans Mortgages finance Others customers  to banks
R Grades:
1-E% 1 - pass 3,754,232 21,635,787 3,872,978 17,611,655 10,372,125 4,482,590 9,831,323 71,560,690 -
2-EREE 2 - special mention - - - 3000 31,003 23349 13405 70,847 -
3-RBFAT 3 - sub-standard or below - 2,345 - - 14,458 - 8,265 25,068 -
CE Total 3754232 21,638,132 3,872,978 17,614,655 10,417,676 4505930 9,852,093 71,656,605 -
EPERR
PR BOER
BAEEEF) % Total loans 2%
Individual (retail customers) Corporate entities and Loans
&5 HiRS 25pE advances and
“EENE Group Credit  RIBEH £ BHER  RBER Trade £ty to  advances
T-A=t+-H At 31 December 2009 cards  Mortgages Others  Termloans ~ Mortgages finance Others  customers ~ to banks
R Grades:
1-1F% 1 -pass 3241443 18,686,537 3,197,348 11,225,154 7,884,547 3,196,359 7,830,666 55,262,054 150,000
2-5RIBE 2 - special mention - - - 6,304 18,410 4,897 26,218 55,829 -
8- RBINUT 3 - sub-standard or below 14 2,97 - 6,000 19,123 3,084 34,332 65,524 -
=H) Total 3,241,457 18,689,508 3,197,348 11,237,458 7,922,080 3204340 7,891,216 55,383,407 150,000
FERBRHIA T ER 2 RBEFTIEZE EHIK Mortgage loans in the sub-standard or below class were
oz BREREE ARME - assessed as not impaired after taking into consideration the

values and recovery of collaterals.
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32 faRmEBE @) 3.2 Credit risk (Continued)
3.2.5 Bk K #HGk () 3.2.5 Loans and advances (Continued)
(Z) BEIERBEZ B R 2N (b) Loans and advances past due but not impaired
BFERR
BHAE
BAEEEF) it Total loans
Individual (retail customers) Corporate entities and
BRF ESRE advances
£8 Group Credit — RBEX 2t  HHER  BBER Trade Hth to
ZE-ZE+-H=1-H At31December 2010 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
BH-EARUT Past due up to 1 month 21,398 237,887 53,708 - 97,148 13,810 350,783 774,734
@H-EANEZE=A  Pastduemore than 1 month
and up to 3 months 10,265 16,301 14,135 - 3,564 1,124 45,921 91,310
BH=EANEENEA  Pastduemore than 3 months
and up to 6 months 5,097 893 3,016 - 156 368 1,175 17,305
BEAEANE Past due more than 6 months 2417 - 782 - - - 36,574 39,773
CE Total 39,177 255,081 71,641 - 100,868 15,302 441,053 923,122
BEERRZATE Fair value of collaterals* - 254,931 1,635 - 100,165 5,737 392,153 754,621
REEAR
BHEE
BAEERF) % Total loans
Individual (retail customers) Corporate entities and
BR® B50E advances
%8 Group Credit  RBER £ BHER RBEX Trade Eth to
“EENFTZR=T—H At31 December 2009 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
BH-EAZNUT Past due up to 1 month 22,571 221,957 58,847 - 100,275 19,349 481,780 904,779
BH-EANEZE=A  Pastduemore than 1 month
and up to 3 months 15,149 41,300 17,925 27,000 330 459 123,928 226,091
BH=EANEEREA  Pastduemore than 3 months
and up to 6 months 7,110 1,719 4,586 - 13,732 - 33,756 60,903
BHANEANE Past due more than 6 months 3,173 450 1,039 - 16,026 - 39,892 60,580
=H) Total 48,003 265,426 82,397 27,000 130,363 19,808 679,356 1,252,353
BEEARZATE" Fair value of collaterals* - 265165 3,041 27,000 128,438 12,849 640441 1,076,934
* B2 ATFEDBEEERRTERER * Fair value of collateral is determined as the lower of the market
REBERR  MEPBREEME ° value of collateral and outstanding loan balance.
TEERE R RBHE - K@z AT E Upon initial recognition of loans and advances, the fair value of
DEKBEA G EEEAELRHKAZEER collateral is based on valuation techniques commonly used for
SEMIE o BEEHAR - ERAFENL2EmSE the corresponding assets. In subsequent periods, the fair value
B8k A& E 5 B B AT o is updated by reference to market price or indexes of similar
assets.
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3.2 Credit risk (Continued)

3.2.5 Loans and advances (Continued)

(A) EFREZ & FBEHEBH ()

REERFTAREFHFRHER Z RS RATZ
E R ERFE B K& B 5KA169,261,0007%5
T (CEZNF : 529,399,000 7T) °

B BB (E B 3R e B3R 2 4878 I AN 58 B P o5

Loans and advances to customers individually impaired

The individually impaired loans and advances to customers of
the Group before taking into consideration the cash flows from
collateral held is HK$169,261,000 (2009: HK$529,399,000).

The analysis of the gross amount of individually impaired loans

VEE(R 2 MR RA IR 38 G A S E IR B B 2 #T 40 and advances by class, along with the fair value of the related
A collateral held by the Group as security, is as follows:

REER

EAREERF) it — BRI

Individual (retail customers) Corporate entities Impairment

E50E allowances

&9 Group BREX At  BHER  REER Trade At &3 - individual

ZE-ZE+ZH=1-H At31December 2010 Mortgages Others  Termloans  Mortgages finance Others Total assessment

BRI REER Individually impaired loans 11,380 1,379 15,678 4,892 27,011 108,921 169,261 91,405
BERARIATE Fair value of collaterals* 10,881 - 11,431 3,362 7,663 51,210 84,547

WL

EAZEERR) % — fERIEHE

Individual (retail customers) Corporate entities Impairment

B5RE allowances

5B Group REER o HEER  REEX Trade it A -individual

“EENE+-A=1—H At31 December 2009 Mortgages Others  Termloans  Mortgages finance Others Total  assessment

53,185 35,992 57,384 361,373 529,399 316,378

10,307 33,672 11,851 142,426 215,514

@S REER Individually impaired loans 17,635 3,830
BEARRZATE Fair value of collaterals® 16,558 700
3 ERG 2 AFEDEEERATERER 2

REEERR MEPREEME -

Fair value of collateral is determined as the lower of the market
value of collateral and outstanding loan balance.
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3.2 Credit risk (Continued)

3.2.5 Loans and advances (Continued)

(T) #mA=EAUEZEHREK (d)  Loans and advances overdue for more than 3 months

() BHREERERER

(i) Gross amount of overdue loans

—E-FF —EENF
2010 2009
BHAKEER BHREE
BEXRAE BXEE
Gross h#a %8 Gross GBsE
amount of Batt amount of ABat
overdue % of overdue % of
£E Group loans total loans total
KEBEFPER Gross advances to customers
B | which have been overdue for:
- =@EARLEEAREA - six months or less but
over three months 69,776 0.10 102,346 0.18
- ~NMEAAREE-F - one year or less but
over six months 22,615 0.03 185,079 0.32
- —FMNUE - over one year 116,304 0.16 267,141 0.47
208,695 0.29 554,566 0.97
iy BHEREEZEERERBARZBEERK (i)  Value of collateral held and impairment allowances against
A mE overdue loans and advances
BRRBX ERR HEER
REBEE EhE ERR ERR HtfzE — @RI
Outstanding Current FIREDH REREDG EREEERE  Impairment
amount of market Portion  Portion not Other allowances
£8 Group loans and value of coveredby coveredby creditrisk - individual
ZE2-BF+ZA=t-H At 31 December 2010 advances  collateral  collateral  collateral  mitigation assessment
BRREREPERREH Overdue loans and advances
to customers 208,695 185,117 129,463 79,232 - 71,569
BERRBH BRR HEERE

AERHE B HRm ARG EAMEE —ERE
Outstanding Current  FIAEHH ReEAEDH BRAEERE  Impaiment

amount of market Portion  Portion not Other  allowances
£E Group loans and value of  covered by  covered by credit risk - individual
“EENE+-RA=1—-H At 31 December 2009 advances collateral collateral collateral mitigation ~ assessment
BRREREPERRER Overdue loans and advances
to customers 554,566 350,867 256,960 297,606 - 282,455
FIBERREERBRE  EHAFTREY Collateral held mainly represented cash, pledged deposits and
L properties.
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3.2 Credit risk (Continued)
3.2.5 Loans and advances (Continued)

(e)  Rescheduled advances net of amounts included in overdue

advances shown above

—E-2H5 (fR¥EEI “TTNF (HBEEEIL
&M Group 2010 % of total 2009 % of total
REER Advances to customers 198,105 0.27 236,637 0.41
B Impairment allowances 6,812 24,242

3.2.6 WAl fC 0 4
RERFAE ZWEEBHOT

3.2.6 Repossessed collateral

Repossessed collateral held at the year-end is as follows:

—g-8% —TThG

£8 Group 2010 2009

BENE Nature of assets
LqEk/ES Repossessed properties 5,820 49,109
A Others 2,695 8,240
8,515 57,349

WEHERRRATTIERERHEE
MEBBZERARBRETR -

- BUGRIERA A

Repossessed collaterals are sold as soon as practicable with the
proceeds used to reduce the outstanding indebtedness of the

borrowers concerned.
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32 &R (#) 3.2 Credit risk (Continued)
3.2.7 HH#F 3.2.7 Debt securities
(FF) 1BV REIEIETE 2R IT (a)  Analysis by rating agency designation
TRINTR-BE-—ZFRZZETENF+ A=+ The table below presents an analysis of debt securities by rating agency
—BEFREBIEC 2RO 2 EEES ° designation at 31 December 2010 and 2009.
BEMN

BEEE ATENE THHEERE BZIHRE ERK

FBEE Designated Available- Held-to- L&
% Group Trading at fair for-sale maturity Loans and a3t
“E-ZF+-H=+—H At31December 2010 assets value investments investments receivables Total
AAA AAA 213 - 1,175,020 110,322 - 1,285,555
AA-ZEAA+ AA- to AA+ 5,358,159 - 10,401,945 546,994 - 16,307,098
A-ZA+ A-to A+ 1,047 - 3,811,988 3,505,631 1,134,368 8,453,034
AEBAERA- Rated but lower than A- - 1,142 1,326,419 2,990,868 6,085,672 10,404,101
AEAR Unrated 3,536 235 301,606 1,722,757 497,720 2,525,854
A% Total 5,362,055 1377 17016978 8876572 7,717,760 38,975,642

EEMN

BEEE ATERNE HHERE RBEIHRE ERk

% &E  Designated Available- Held-to- eI FRIE
& Group Trading at fair for-sale maturity Loans and A&t
“ZZNF+-A=1+—H  At31 December 2009 assets value investments  investments receivables Total
AAA AAA - - 621,338 - - 621,338
AA-ZAA+ AA-to AA+ 5,574,457 - 3,729,687 633,513 - 9,937,657
A-ZA+ A-to A+ 11,717 - 5,217,334 3,510,087 1,953,883 10,693,021
B RBERA- Rated but lower than A- 5,788 11,175 2,091,779 3,128,830 6,472,644 11,710,216
REFR Unrated 3,354 57 251,182 1,325,978 372,821 1,953,392
A&t Total 5,595,316 11,232 11,911,320 8,598,408 8,799,348 34,915,624
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3.2 Credit risk (Continued)
3.2.7 Debt securities (Continued)
(b)  Analysis by overdue period

Investments in securities which were classified as loans and receivables
upon initial recognition in 2010 and 2009, and were overdue at the time

of recognition, are overdue as at 31 December as shown below:

—E-EF —ETNF

2010 2009
RRERBF D EAERK Investments in securities classified as
FEWHIE 2 BHEE loans and receivables upon
initial recognition
360 2 Overdue for
—— &k — over one year 426,044 302,236
RYR RSB AERREBHRIBZEHFRE The entire portfolio of investments in securities classified as loans and

HETHERERD L
BRI RFER

ABHITRAR 2 BIEEM

receivables upon initial recognition was recognised in the statement of
financial position at a value after taking into account the above overdue

status.

123



124

B 5 SRR B o

(AR T ThLHR)

3.2

fi5 BB (80

3.2.8 MH#F A 1 B B 2 <2 i 2 2 I B 5

B
(FF) B

REHRZBEH T HREDZEERY
Bk 2 RPUFHEBIE - —RTE
EERMERFERERSHTTRAZE
BB - BRI RES o

TRAXFPERERERRHED -

RFRITEBBR A A
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3.2 Credit risk (Continued)

3.2.8 Concentration of risks of financial assets with credit risk exposure

(@ Geographical sectors

Advances to customers by geographical area are classified

according to the location of the counterparties after taking into

account the transfer of risk. In general, risk transfer applies when

an advance is guaranteed by a party located in an area which is

different from that of the counterparty.

The following table analyses gross advances to customers by

geographical area.

—B-ZF ZTTNF
+=-A=+t-8B +=A=+—H
As at As at
31 Dec 2010 31 Dec 2009

REERET Gross advances to customers
—BF - Hong Kong 61,040,284 48,779,171
— - China 3,859,451 1,479,379
—RF - Macau 6,699,625 6,151,486
— HAt — Others 1,149,628 755,123
72,748,988 57,165,159
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3.2 Credit risk (Continued)

3.2.8 Concentration of risks of financial assets with credit risk exposure
(Continued)

(@)  Geographical sectors (Continued)

The following table analyses the cross-border claims of the Group
in relation to loans and advances, investments in securities, and
balances and placements with banks.

BITRHEM
SEEE
Banks NERE
—E-ZF and other Public
+=B=+—-H As at 31 Dec 2010 financial sector Hith wet
BEAT In millions of HK$ institutions entities Others Total
TAR  AEEBEBERN  Asia Pacific excluding Hong Kong 14,008 93 8,918 23,019
EERExE North and South America 313 - 3,120 3,433
B Europe 5,040 89 2,813 7,942
19,361 182 14,851 34,394
RITREAM
T RS
Banks NEWHE
—EENF and other Public
+=-—A=+—H As at 31 Dec 2009 financial sector Hit BET
BEET In millions of HK$ institutions entities Others Total
DAR - TEERBEA  Asia Pacific excluding Hong Kong 9,965 98 8,120 18,183
EEREE North and South America 552 = 3,116 3,668
oM Europe 13,870 - 2,910 16,780
24,387 98 14,146 38,631

tREBERERENREBEERNER
& - WRIBR 5 5T §0 BT A2 b 1 4% 5 B2 ¥ 41
WRZEFHEEEHNEAR - —RME -
EXGHUFNERESHETRABERN S —

THER - HETEER - ERITHNEND
T MEABTENTRAMNER - 7 2
REa—BREBES —BHXK -

BTN

The above information of cross-border claims discloses
exposures to foreign counterparties on which the ultimate risk
lies, and is derived according to the location of the counterparties
after taking into account any transfer of risk. In general, transfer
of risk from one country to another is recognised if the claims
against a counterparty are guaranteed by another party in a
different country or if the claims are on an overseas branch of a

bank whose head office is located in a different country.
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3.2 Credit risk (Continued)

3.2.8 Concentration of risks of financial assets with credit risk exposure
(Continued)

(b)  Industry sectors

Gross advances to customers by industry sector classified

according to the usage of loans

—g-%F -TThE

£E Group 2010 2009
EEBGEANER Loans for use in Hong Kong
IEew Industrial, commercial and financial
- MEER - Property development 646,018 611,218
- MERE - Property investment 14,418,054 11,209,001
- Rt E - Financial concerns 596,330 333,243
- RELL - Stockbrokers 116,122 52,265
— HBEETEX - Wholesale and retail trade 1,026,092 1,001,216
— BEE - Manufacturing 725,323 657,570
— ERREBEHHRE — Transport and transport equipment 4,173,376 3,207,328
- REEH - Recreational activities 246,262 157,565
— BB - Information technology 2,721 902
— Bt - Others 2,592,101 1,847,970
24,542,399 19,078,278
fEA Individuals
- BEIREAEEE - — Loans for the purchase of flats in
[FLAZEER:E K Home Ownership Scheme, Private
[HEBHEFEIEFER Sector Participation Scheme

and Tenants Purchase Scheme 1,264,406 1,398,373
- BBEHEMEEMEER - Loans for the purchase of

other residential properties 10,790,753 10,462,174
- EARER — Credit card advances 3,654,569 3,173,620
— At - Others 8,572,323 6,510,864

24,282,051 21,545,031

ERAFERANER Loans for use in Hong Kong 48,824,450 40,623,309
Bo5mE (G (F) Trade finance (Note (a)) 4,042,434 3,136,776

EEBMIMERBER (F(2))

it

(F) IRz BEmERL2ERESRMER
B(&EB2ER]) BN ZHMEIMOHR
REBED  HMOMBOMNERE - ARE

mEFREEZER -

# 16505,818,000 70 (Z T T h, F -
144,756,00087T) T RBE 2B HEE
ERBIE DR ERSAIME AN E R

BT -

(2) EBRMMERMERBERTEERS

BEEBAIMERZER

Loans for use outside Hong Kong (Note (b)) 19,882,104 13,405,074

72,748,988 57,165,159

Note:

(@) Trade finance shown above represents loans covering finance of
imports to Hong Kong, exports and re-exports from Hong Kong
and merchandising trade classified with reference to the relevant
guidelines issued by the Hong Kong Monetary Authority (“HKMA?”).

Trade financing loans not involving Hong Kong totalling
HK$505,818,000 (2009: HK$144,756,000) are classified under
Loans for use outside Hong Kong.

(b) Loans for use outside Hong Kong include loans extended to
customers located in Hong Kong with the finance used outside
Hong Kong.
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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk

Market risk is the risk of losses in assets, liabilities and off-balance

sheet positions arising from movements in market rates and prices.

Market risk exposure for different types of transactions is managed
within risk limits and guidelines approved by the Board, Executive
Committee (“EXCO”), Asset and Liability Management Committee
(“ALCQO”), and Treasury Investment and Risk Committee (“TIRC”). Risk
limits are set by products and by different types of risks. The risk limits
comprise a combination of notional, stop loss, sensitivity and
value-at-risk (“VaR”) controls. All trading positions are subject to daily
mark-to-market valuation. Risk Management and Control Department
(“RMCD?”) in Group Risk Division, as an independent risk management
and control unit, identifies, measures, monitors and controls the risk
exposures against approved limits and initiates specific actions to
ensure the overall and the individual market risks of the overall trading
portfolio and the individual trading instruments are managed within an
acceptable level. Any exceptions have to be reviewed and sanctioned

by the appropriate level of management of TIRC or by EXCO.

The launch of every new product is governed by the New Product
Approval process stipulated under the Group Risk Policy in which the
relevant business units, supporting functions and Group Risk Division
review the critical requirements, risk assessment and resources plan.
The Group’s Internal Audit function performs regular independent
review and testing to ensure compliance with the market risk policies

and procedures by Treasury, RMCD and other relevant units.

Banco Comercial de Macau, S.A. (“BCM”) and Dah Sing Bank (China)
Limited (“DSB China”) which are subsidiaries of Dah Sing Bank, Limited
(“DSB”), run their treasury functions locally under their own set of limits
and policies and within the overall market risk limits set by DSB. RMCD
of DSB oversees and controls the market risk arising from the treasury
operation of BCM and DSB China.

The Group applies different risk management policies and procedures

in respect of the market risk arising from its trading and banking books.
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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)
3.3.1 Market risk arising from the trading book

In the Group’s trading book, market risk is associated with trading
positions in foreign exchange, debt securities, equity securities and
derivatives.

(@)  Market risk measurement technique

As part of the management of market risk, the Group measures
market risks using various techniques commonly used by the
industry and control market risk exposures within major risks
limits set out by the Board. The major measurement techniques

used to measure and control market risk are outlined below.
(i) Value at risk

The Group applies a “value at risk” methodology (“VaR”) to
its trading portfolio to estimate the market risk positions
held and the maximum losses expected, based on a
number of assumptions for various changes in market
conditions. The Board sets limits on the value at risk that
are acceptable for the Group which are monitored on a daily

basis by Group Risk Division.

VaR is a statistically based estimate of the potential loss on
the current portfolio from adverse market movements. It
expresses the “maximum” amount the Group might lose,
but only to a certain level of confidence which for the Group
is 99% for a one day holding period. There is therefore a
specified statistical probability that actual loss could be
greater than the VaR estimate. The VaR model assumes a
certain “holding period” until positions can be closed. It is
also based on the current mark-to-market value of the
positions, the historical correlation and volatilities of the
market risk factors over a period of 250 days (or over one
year). The Group applies these historical correlation and
volatilities in rates, prices, indices, etc. directly to its current
positions using a method known as parametric VaR
methodology. Actual outcomes are monitored regularly to
test the validity of the assumptions and parameters/factors

used in the VaR calculations.
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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.1 Market risk arising from the trading book (Continued)

@
@)

(i)

Market risk measurement technique (Continued)

Value at risk (Continued)

The use of this approach does not prevent losses outside
of these limits in the event of more significant market

movements.

As VaR constitutes an integral part of the Group’s market
risk control regime, VaR limits are established and reviewed
by the Board annually for all trading portfolio operations
and allocated to business units. Actual exposures against
limits, together with DSB’s VaR, is reviewed daily by Group
Risk Division. Average daily VaR for the Group for all trading
activities during the year was HK$3,319,000 (2009:
HK$5,727,000).

The quality of the VaR model is continuously monitored by
back-testing the VaR results for trading books. All back-
testing exceptions are investigated, and all back-testing

results are reported to senior management.

Stress tests

Stress tests provide an indication of the potential size of
losses that could arise in extreme conditions. The stress
tests carried out by Group Risk Division include: risk factor
stress testing, where stress movements are applied to each
risk category; and ad hoc stress testing, which includes
applying possible stress events to specific positions or

regions.

The results of the stress tests are reviewed by senior
management in each business unit and by the Board of
Directors. The stress testing is tailored to the business and

typically uses scenario analysis.
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3.3

Market risk (Continued)

3.3.1 Market risk arising from the trading book (Continued)

BE-_Z-ZF+-A=t+-HLT=HR #ZE
12 months to 31 Dec 2010

(b)  VaR summary of trading portfolio

“ETHAFE+-A=+—BI+=fA
12 months to 31 Dec 2009

¥ BE BI& T B &I
£ Group Average High Low Average High Low
INE LB Foreign exchange risk 1,438 3,056 427 2,040 6,375 620
MR Interest rate risk 3,002 5,715 1,528 3,687 7,325 1,715
R Equity risk 84 84 84 - - -
2 E Al risks 3,319 5,761 1,742 5,727 9,800 2,897

3.3.2 JFH SBATIEZ T 27 8 B

REEZRITHRP - MERARTIERERERE
HFREREEFZIFR

(FF) w5 a8 7%

EEEe THZREERMERERER
ZEGRUZEABREBERRBES - &
ETTRNERETHREERE  BURET
EEEHAEERTRPEBINERR
MNERBRERBDECRBRETREEZRE
o AEBTERETHEERBERARI
AR 2B MEENMRBEERER
ER—RTSEIEATBEZBERED
TRENDAE - LLHER BT EEN
HERBEAFERAEBRITERT Z2TS
[\

AN 8% B3R B 3 SE R AR T 5 L e B EDA A ST
ENEERITERPZT SRR

3.3.2 Market risk arising from the banking book

In the Group’s banking book, market risk is predominantly associated

with positions in debt and equity securities.

(@)  Market risk measurement technique

Within the risk management framework and policies established
by the Board, EXCO and TIRC, various management action
triggers (“MATs”) are established to provide early alert to
management on the different levels of exposures of the Group’s
banking book activities to foreign exchange risk, interest rate risk,
and liquidity risk. Sensitivity analysis and stress testing covering
shocks and shifts in interest rates on the Group’s on- and off-
balance sheet positions, liquidity drift under institution-specific
and general market crisis scenarios are regularly performed to
gauge and forecast the market risk inherent in the Group’s

banking book portfolios against these MATs.

VaR methodology is not currently being used to measure and

control the market risk of the banking book.
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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

(®)

Sensitivity analysis of non-trading portfolio

The following descriptions on sensitivity analysis relate to DSB
and BCM.

(i)

Foreign exchange risk

The Group has limited net foreign exchange exposure
(except for USD, Macau Pataca (“MOP”) and RMB) as
foreign exchange positions and foreign currency balances
arising from customer transactions are normally matched
against other customer transactions or transactions with
the market. Foreign exchange exposure in respect of MOP
and RMB arise mainly from the operation of overseas
subsidiaries in Macau and Mainland China. The net
exposure positions, both by individual currency and in
aggregate, are managed by the Treasury of the Group on a

daily basis within established foreign exchange limits.

Long-term foreign currency funding, to the extent that this
is used to fund Hong Kong dollar assets, is normally
matched using foreign exchange forward contracts to

reduce exposure to foreign exchange risk.

At 31 December 2010, if HK$ had weakened by 100 basis
points against US$ with all other variable held constant,
the profit after taxation for the year and equity would have
been HK$8 million higher (2009: HK$21 million higher),
mainly as a result of foreign exchange gain on translation
of US$ denominated financial assets compensated by
foreign exchange losses on translation of US$ denominated

financial liabilities.

Conversely, if HK$ had strengthened by 100 basis points
against US$ with all other variables held constant, profit
after tax for the year and equity would have been HK$8

million lower (2009: HK$21 million lower).
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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

(®)

Sensitivity analysis of non-trading portfolio (Continued)

Interest rate risk

Cash flow interest rate risk is the risk that the future cash
flows of a financial instrument will fluctuate because of
changes in market interest rates. Fair value interest rate
risk is the risk that the value of a financial instrument will
fluctuate because of changes in market interest rates. The
Group takes on exposure to the effects of fluctuations in
the prevailing levels of market interest rates on both its fair
value and cash flow risks. Interest margins and net interest
income may increase or decrease as a result of such
changes or in the event that unexpected movements arise.
The Board sets limits on the level of mismatch of interest
rate repricing that may be undertaken, which is monitored
daily by RMCD.

The framework adopted by the Group to measure interest
rate risk exposures arising from its banking book positions
is consistent with that set forth by the HKMA for reporting
interest rate risk exposures. In this framework, deposits
without a fixed maturity are assumed to be repayable and
to reprice on the next working day whereas loan
prepayments are not considered when allocating loan
balances into respective interest repricing time bands.

At 31 December 2010, if HK$ market interest rates had been
200 basis points higher and US$ market interest rates had
been 200 basis points higher with other variables held
constant, profit after tax over the next 12 months and
economic value would have been HK$77 million lower
(2009: HK$35 million lower) and HK$585 million lower
(2009: HK$189 million lower) respectively.

The method and assumptions used in the above sensitivity
analysis on foreign exchange and interest rate risk are on the
same basis for both 2009 and 2010.

In addition to foreign exchange risk and interest rate risk, the
Group’s investments in debt securities are also exposed to other
price risks. Consequently, the value of such investments could
change significantly depending on a variety of factors including
liquidity risk, market sentiment and other events that might affect
individual or portfolios of exposures.
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3.3 Market risk (Continued)

3.3.3 Currency risk

The table below summarises the Group’s financial assets and liabilities

translated into equivalent HK$ amounts, categorised by currency.

£ Group BT EY Ak Hitr h
“B-FF+tZA=+-H As at 31 December 2010 HKD usD MOP Others Total
BE Assets
Re RERITMER Cash and balances with banks 950,037 776,961 268,291 6,745,834 8,741,123
ERT-ET=EAARZSENES  Placements with banks maturing
between one and twelve months 140,000 3,109,320 - - 3,249,320

FIEEERENES Trading securities 5,358,361 - - 4,594 5,362,955
RENATEGEAHE Financial assets designated

TABEREREE at fair value through profit or loss - 1,377 - - 1,377
fTESRMIE Derivative financial instruments 29,007 270,541 - 324,666 624,214
ZEEXREMEE Advances and other accounts 61,280,946 11,779,164 2,272,432 6,762,746 82,095,288
At EES Available-for-sale securities 10,476,891 5,654,835 631 1,093,305 17,225,662
BERIHESR Held-to-maturity securities - 5,576,321 1,494,925 1,805,326 8,876,572
SREEST Total financial assets 78,235,242 27,168,519 4,036,279 16,736,471 126,176,511
afs Liabilities
BRITER Deposits from banks 406,824 985,515 246 130,962 1,523,547
fTEERMIE Derivative financial instruments 5,135 944,637 - 335,613 1,285,385
HIEEERBANEE Trading liabilities 4,700,893 - - - 4,700,893
RPER Deposits from customers 62,881,450 12,211,817  5149,899 17,037,767 97,280,942
BETNTERE Certificates of deposit issued 4,319,639 - 30,791 395,624 4,746,054
BREINELES Issued debt securities - 1,043,342 - - 1,943,342
BEEB Subordinated notes - 4,684,364 - - 4,684,364
Hinfk B kAR Other accounts and accruals 1,219,730 460,095 34,142 248,883 1,962,850
SRBEA Total financial liabilities 73,533,680 21,229,770 5215078 18,148,849 118,127,377
BERBERLERTE Net on-balance sheet positions 4,701,562 5938,749  (1,178,799)  (1,412,378) 8,049,134
BEERRIMSRERETE Off-balance sheet net notional positions* 4,528,576  (6,839,140) 3 2,567,297 256,736
EEEE Credit commitments 48,186,383 2,048,080 722,851 1,034,386 51,991,700
* BEABRIMNFEERFHEEZZEANBEEEIN * Off-balance sheet net notional positions represent the net notional

EEPRRIIESHITETANZRIFHE -

amounts of foreign currency derivative financial instruments which are

principally used to reduce the Group’s exposure to currency movements.
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3.3 Market risk (Continued)

3.3.3 Currency risk (Continued)

5B Group BT e R Hit 8%
“EENETZA=1—H As at 31 December 2009 HKD usb MOP Others Total
BE Assets
Re REFITHE S Cash and balances with banks 4,667,351 2,629,055 245 565 2,911,395 10,453,366
EFT-E+-AAREHHEH  Placements with banks maturing
between one and twelve months 1,409,988 2,580,842 - 291,919 4,282,749

BIEEERENES Trading securities 5,574,457 - = 20,859 5,595,316
RENATEFEAAES Financial assets designated

TABEREREE at fair value through profit or loss = 11,232 = = 11,232
fTEERMTA Derivative financial instruments 346,273 242 505 = = 588,778
FBERREMEE Advances and other accounts 51,509,866 8,930,369 1,669,542 4874175 66,983,952
ARHEEESR Available-for-sale securities 5,469,017 5,089,368 631 1,527,162 12,086,178
BEIEES Held-to-maturity securities - 5,546,048 1,100,627 1,951,733 8,598,408
SREEAF Total financial assets 68,976,952 25,029,419 3,016,365 11,577,243 108,599,979
BE Liabilities
RITFER Deposits from banks 45,053 1,195,287 63,476 131,320 1,435,136
fTESMIA Derivative financial instruments 168,935 808,368 = 236,431 1,213,734
RIEEER#MER Trading liabilities 2,068,300 = = = 2,068,300
REBER Deposits from customers 55,678,688 18,367,937 4497886 11,027,693 89,572,204
BEINENE Certificates of deposit issued 1,612,015 - 100,066 347,929 2,060,010
BRITNERES Issued debt securities - - - _ _
BEER Subordinated notes - 4,602,235 = = 4,602,235
HiplR 8 R TEiR Other accounts and accruals 1,270,188 376,125 31,412 183,815 1,861,540
SEBEA Total financial liabilities 60,843,179 25,349,952 4,692,840 11,927,188 102,813,159
BEABRRLFREFE Net on-balance sheet positions 8,133,773 (320,533) (1,676,475 (349,945) 5,786,820
BEAGBRIMNSERR T Off-balance sheet net notional positions* (1,484,340) 841,816 - 702,229 59,705
EERE Credit commitments 36,265,552 719,456 829,480 250,702 38,065,190
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3.3 Market risk (Continued)

3.3.4 Interest rate risk

The table below summarises the Group’s exposure to interest rate risks.

Included in the table are the Group’s financial assets and liabilities at

carrying amounts, categorised by the earlier of contractual repricing or

maturity dates.

ZEAUL -FHE
=fiA BE-fF Bnf%
HFUT Over Over AELNE TR
£E Group 3months 3 months 1 year Over Non-Interest H
—E-ZF+-f=1-H As at 31 December 2010 orless  tolyear to5years 5 years Bearing Total
BE Assets
Re RERTMER Cash and balances with banks 8,041,364 - - - 699,759 8,741,123
ERT-ETZEARBHER Placements with banks maturing
between one and twelve months 528,664 2,720,656 - - - 3,249,320

REEERBNES Trading securities 2,259,519 2,544,018 559,204 214 - 5,362,955
BENRTEHEALE Financial assets designated

STABRNEREAE at fair value through profit or loss - - - - 1,377 1,377
fTESRMIA Derivative financial instruments - - - - 624,214 624,214
XBERREMER Advances and other accounts 62,818,352 4,039,215 9314534 3,097,214  2,825973 82,095,288
AL EES Available-for-sale securities 4410522  1,374944 8304804 2,832,630 212,762 17,225,662
FREHES Held-to-maturity securities 4,353,654 1,203,483 2,303,512 822,649 193,274 8,876,572
SREEAT Total financial assets 82,412,075 11,882,316 20,572,054 6,752,707 4,557,359 126,176,511
af Liabilities
ROFER Deposits from banks 1,300,464 107,841 = = 115,242 1,523,547
ITEEBTIE Derivative financial instruments - - - - 1,285,385 1,285,385
KEEERENERE Trading liabilities 3,004,239 1,542,500 154,154 = - 4,700,893
CYSVEE Deposits from customers 79,871,014 12,006,470 1,485,406 - 3918052 97,280,942
BRI ENE Certificates of deposit issued 1,640,184 2,498,325 556,924 50,621 - 4,746,054
BEEANERES Issued debt securities 1,043,342 - = = - 1,943,342
EEES Subordinated notes 1,165,995 - 1,200975 2,317,394 - 4,684,364
HifRE RER Other accounts and accruals 586,991 - - - 1,375859 1,962,850
£ LV Total financial liabilities 89,512,229 16,155,136 3,397,459 2,368,015 6,694,538 118,127,377
FISSBERA (REAR) Total interest sensitivity gap (unadjusted)* (7,100,154)  (4,272,820) 17,174,505 4,384,692
RETEIRA Ny E Effect of interest rate derivative contracts 2,494,376 2,484,441 (943,351)  (3,930,520)
FISBEEEA T (KRR Total interest sensitivity gap (adjusted)*  (4,605,778)  (1,788,379) 16,231,244 454,172

YORKREENESBREENREEABRABENER
BENRKAERETE - KHABNEHEEZECFTT AR
1B = B B T AT A RATAE T A S KRR ©

Unadjusted interest sensitivity gap is determined based on positions of

on-balance sheet assets and liabilities. Adjusted interest sensitivity gap

takes into account the effect of interest rate derivative contracts entered

into to mitigate interest rate risk.
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3.3 Market risk (Continued)

3.3.4 Interest rate risk (Continued)

RFRITEBBR A A

ZEANE  —FME
=fA E-F Eiks
FUT Over Over  R#ENE Tir&
L] Group 3months 3 months 1 year Over  Non-Interest RE
ZETNETZA=+-A As at 31 December 2009 orless  tolyear  tobyears 5 years Bearing Total
BE Assets
ReRERTHER Cash and balances with banks 9,524,383 - = = 928,983 10,453,366
ERT-E+-EAREESOFSN  Placements with banks maturing
between one and twelve months 2,668,896 1,613,853 - - - 4,282,749

BIERERGNES Trading securities 2,457,859 2,760,412 376,847 198 - 5505316
BENATEFEEHEY Financial assets designated

FABRNEREE at fair value through profit or loss = - = 11,232 - 11,232
eI Derivative financial instruments - - - - 588,778 588,778
ZREFREAMER Advances and other accounts 51823474 2,538,895  5367,266 5219124  2,035193 66,983,952
AHHEES Available-for-sale securities 4828586 2,396,649 1,763,257 2,881,919 215,767 12,086,178
BEIHES Held-to-maturity securities 4,912,825 807,555 1,635,355 919,868 322,805 8,598,408
SREES Total financial assets 76216023 10,117,364 9,142,725 0,032,341 4,091,526 108,599,979
B Liabilities
BIEH Deposits from banks 1,104,802 81,366 - - 248968 1,435,136
TESBTE Derivative financial instruments - - - - 1213734 1,213,734
BIEEERENAR Trading liabilities 1,932,085 104,930 31,285 - - 2,068,300
RPEH Deposits from customers 74,281,804 11,384,822 1,094,652 - 2810836 89,572,204
BRI ENE Certificates of deposit issued 1,516,782 214,714 328,514 - - 2,060,010
BEREANERES Issued debt securities = = = = = =
RIEER Subordinated notes 2,326,470 - 1145786 1,129,979 - 4,602,235
HiiR A RBR Other accounts and accruals 313,001 - - - 1548539 1,861,540
cHARRH Total financial liabilities 81475034 11785832 2,600,237  1,129979  5822,077 102,813,159
FegREE A (REHE)* Total interest sensitivity gap (unadjusted)  (5,259,011)  (1,668,468) 6,542,488 7,902,362
HMEFTETAR N T2 Effect of interest rate derivative contracts 6,814,256 399,094 989,783  (8,168,501)
MEGBEEA (EH%) Total interest sensitivity gap (adjusted)* 1,555,245 (1,269,374) 7,532,271 (266,139)
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(Expressed in thousands of Hong Kong dollars)

3.4 Liquidity risk

Liquidity risk is the risk that the Group is unable to meet its payment
obligations associated with its financial liabilities when they fall due
and to replace funds when they are withdrawn. The consequence may
be the failure to meet obligations to repay depositors and fulfil

commitments to lend.

3.4.1 Liquidity risk management process

The Group manages its liquidity on a prudent basis to ensure that a
sufficiently high liquidity ratio relative to the statutory minimum is
maintained throughout the year. The average liquidity ratio of the
banking subsidiaries within the Group during the period was well above

the 25% minimum ratio set by the Hong Kong Banking Ordinance.

The Group’s Asset and Liability Management Committee (“ALCO”)
regularly reviews the Group’s current loan and deposit mix and changes,
funding requirements and projections, and monitors the liquidity ratio
and maturity mismatch on an ongoing basis. Appropriate limits on
liquidity ratio and maturity mismatch are set and sufficient liquid assets
are held to ensure that the Group can meet all short-term funding

requirements.

The Group’s funding comprises mainly deposits of customers,
certificates of deposit and medium term notes issued. The issuance of
certificates of deposit and medium term notes helps lengthen the
funding maturity and reduce the maturity mismatch. Short-term
interbank deposits are taken on a limited basis and the Group is a net

lender to the interbank market.

The monitoring and reporting take the forms of cash flow measurements
and projections for the next day, week and month respectively, as these
are key periods for liquidity management. The starting point for those
projections is an analysis of the contractual maturity of the financial
liabilities and the expected collection date of the financial assets. The
cash flow projections also take into account unmatched medium-term
assets, the level and type of undrawn lending commitments, the usage
of overdraft facilities and the impact of contingent liabilities such as

standby letters of credit and guarantees.
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3.4 Liquidity risk (Continued)

3.4.2 Maturity analysis

The table below analyses the Group’s assets and liabilities into relevant

BER maturity groupings based on the remaining period at the end of the
BIE reporting period to the contractual maturity date or, where applicable,
the earliest callable date.
—f@ANE =AML —ENE
DHEE B=@AIUT E-F BRfE
Repayable —fEEZAT  3months or Over Over BENE

-] Group on Upto lesshutover  3months 1year Over EFHAEH &t
“E-ZEt-A=1-A As at 31 December 2010 demand 1 month 1 month tofyear  to5years 5years Indefinite Total
BE Assets
R RERTHESR Cash and balances with banks 5724131 3,016,992 - - - - - 8,741,128
ERT-Et=fEAR Placements with banks maturing

HERER between one and twelve months - - 528,665 2,720,655 = = - 3249320
RIEEERBNES Trading securities - 12009 2246521 2,544,018 559,204 213 - 5,362,055
EEULTEFEEEEE  Financial assets designated

TABRNEHAE at fair value through profit or loss - - - - - 1377 - 1377
fESBIA Derivative financial instruments - 196,339 118,316 79,078 97,542 132,939 - 624,214
EEETREMER Advances and other accounts 6,112,239 5939,085 5,267,771 8,739,075  27,393461 27,685,811 957,896 82,095,288
ARLERS Available-for-sale securities - 2215890 1,994,239 1,395,249 8574805 2,832,627 212,762 17,225,662
REEHES Held-to-maturity securities - 310,651 451267 2015205 4426000 1,673,359 - 8816572
BENTRE Investment in an associate - - - - - - 1558791 1,558,791
AEEHEERE Investments in jointly controlled entities - - - - - - 60,248 60,248
B Goodwill - - - - - - 811,690 811,690
BYAE Intangible assets - - - - - - 88,436 88,436
NEREMEREE Premises and other fixed assets - - - - - - 2418339 2,418,339
RENF Investment properties - - - - - - 718,913 718,913
DERERE Current income tax assets - - - 342 - - - 342
BEEHEEE Deferred income tax assets - - - - 5,406 - - 5,406
EERH Total assets 11,836,370 11,691,906 10,606,779 17,493,712 41,056,508 32,326,326 6,827,075 131,838,676
8% Liabilities
RITER Deposits from banks 21,410 679,939 - 582,999 233,199 - - 1,523,547
fTEs@TA Derivative financial instruments - 114,848 12,051 41,562 291,624 825,300 - 1,285,385
HEEERRNAR Trading liabilties - 2177405 826,834 1,542,499 154,155 - - 4,700,893
EPEH Deposits from customers 28,555,356 34,607,956 19,719,804 12912420 1,485,406 - - 07,280,042
BETNFNE Certificates of deposit issued - 363,964 1,047,991 2,656,553 626,925 50,621 - 4,746,054
BEINERES Issued debt securities - - - - 1,943,342 - - 1,943,342
®EEH Subordinated notes - - - 1,165,995 1,200975 2,317,394 - 4,684,364
HibkE RER Other accounts and accruals 13,904 497,397 357,422 600,121 15,561 - 478,445 1,962,850
HEnEaR Current income tax liabilties - - - 87,606 - - - 87,606
EEREAR Deferred income tax liabilities - - - 375 77,369 - - 77,144
BEAH Total liabilities 28,596,670 384415509 21,964,102 19,590,130 6,028,556 3,193,315 478,445 118,292,727
FRBMEE Net liquidity gap (16,760,300)  (26,749,603)  (11,357,323)  (2,096,418) 35,027,952 29,133,011 6,348,630 13,545,949
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3.4 Liquidity risk (Continued)

3.4.2 Maturity analysis (Continued)

-@AME  =ZEAME —Ej
HBEE B=EAHMNT E-E Enf
Repayable —fEAZT 3 months or Over Over RENE

£E Group on Upto lessbutover  3months 1 year Over  EHEH GE
ZEENETZA=T-H  Asat31 December 2009 demand 1 month 1 month tofyear  to5years Syears  Indefinite Total
BE Assets
Re RERTNES Cash and balances with banks 2481942 7,971,424 - - = = - 10453366
ERT-ETZEAR Placements with banks maturing

HERER between one and twelve months - - 20668896 1,613,853 - - - 4282749
FEEERRNES Trading securities - 199,995 2,257,864 2,760,412 376,847 198 - 5,595,316
BEUATETEAAZE  Financial assets designated

TARRHEHAE at fair value through profit or loss - - - - - 11,232 - 11,232
fTESRIA Derivative financial instruments - 197,480 29,976 52,203 195,187 113,932 - 588,778
BEERRAMEE Advances and other accounts 5532556 4749815 3891094 6963218 20490001 24,967,452 389,816 66,983,952
L ERS Available-for-sale securities - 688,512 3,279,193 2,650,168 2,370,620 2,881,917 215,768 12,086,178
BEIHES Held-to-maturity securities - 499,982 352,311 1,225,006 4,106,328 2,414,721 - 8,598,408
BEDTRE Investment in an associate - - - - - - 1299257 1,209,257
REEHEERE Investments in jointly controlled entties - - - - - - 60,791 60,791
HE Goodwil - - - - - - 811,690 811,690
EWEE Intangible assets - - - - - = 110,432 110,432
NERAMEREE Premises and other fixed assets - - - - - - 1950180 1,950,180
RENE Investment properties = = = = = = 657,235 657,235
NHHELE Current income tax assets - = = 61,916 - = - 61,916
ERHBEE Deferred income tax assets - - - - 77,268 = - 77,68
BERH Total assets 8,014,498 14307208 12479394 15326776  27,616251 30,389,452 5495169 113,628,748
8f Liabilities
RITER Deposits from banks 109,127 349,816 9,561 733,985 232,647 - - 1,435,136
fESBTA Derivative financial instruments - 76,681 30,395 33,481 162,868 910,309 - 1,213,734
REEERBNER Trading liabilities - 578,988 1,353,007 104,930 31,285 - - 2,068,300
BPER Deposits from customers 26,722593 28,160,178 22,54535 11440250 1,004,648 - - 89572204
BEAHERE Certificates of deposit issued - 184,619 42,213 366,734 1,066,444 - - 2080010
BEINERES Issued debt securities = = - = = - = =
®EREE Subordinated notes - - - 1,163,235 2,309,022 1,129,978 - 4,602,235
EftiRR RRR Other accounts and accruals 19,995 311,952 281,223 473,698 337,935 - 436,737 1,861,540
PEREAR Current income tax liabilities - - - 1748 - - - 17485
ERHBAR Deferred income tax liabilities - - - 311 6,658 = = 6,969
AEAH Total liabilities 26,851,715 29,662,234 24271024 14,334,109 5,241,507 2,040,287 436,737 102,837,613
ERylzE Net liquidity gap (18837,217)  (15,355,026)  (11,791,630) 992667 22374744 28349165 5058432 10,791,135
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3.4 Liquidity risk (Continued)
3.4.2 Maturity analysis (Continued)

In respect of certificates of deposit held for investment purpose and
included in total assets as at the end of the reporting period, the relevant
balance, analysed based on the remaining period to contractual

maturity, is shown as follows:

-fAANE  ZAANE —EHE
DHEE B=@RHLNT E-f ERE
Repayable —fAZMT 3 months or Over Over BELNE
Upto lesshutover 3 months 1 year Over REHAH fit
58 Group 1 month 1 month tofyear  to5years 5years Indefinite Total
ZB-ZETZA=t-RA  At31December 2010
EREBER : Certificates of deposit held included in:
eSS Available-for-sale securities - - 23,501 23,614 = = 47,205
“EEAETZAZT-H  At31 December 2009
FREEER Certificates of deposit held incluced in:
RLEES Available-for-sale securities - - = = - = =

BERABHREMERNEEMZZENELHSE
BEEE+THER - HRETHNEBRZKESR
T\ﬁﬁiﬁ@iﬁﬁﬁ&?\@*ﬁﬁu CHERITME - T2
FERERLE N EE - THRENFEMAEESR
Meen @m@iﬂﬂﬁéﬂaﬁm g

BEHBENIHERAGENRANEREB 2
FFRABENESN  RHGEERBES RER
RREXSBAAZRBRNERZAE -

AEE—RIEHE=HEREEEHESHD
RE&E® - ERERNERERAZETAEIIEN
MEBESHTRERIVEAENSE - HRRZEE
AERFESRKIERBESAES - AARE
HEEZEEAENAENANBSBARNER
HiEMERSFK -

The matching and controlled mismatching of the maturities and interest
rates of assets and liabilities are fundamental to the management of
the Group. It is unusual for banks to be completely matched, as
businesses transacted are often of uncertain term and of different types.
An unmatched position potentially enhances profitability, but also
increases the risk of losses.

The maturities of assets and liabilities and the ability to replace, at an
acceptable cost, interest-bearing liabilities as they mature are important
factors in assessing the liquidity of the Group and its exposure to

changes in interest rates and exchange rates.

Liquidity requirements to support calls under guarantees and standby
letters of credit are considerably less than the amount of the
commitment because the Group does not generally expect the third
parties to fully draw funds under the agreement. The total outstanding
contractual amount of commitments to extend credit does not
necessarily represent future cash requirements, as many of these

commitments will expire or terminate without being funded.
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3.4 Liquidity risk (Continued)
3.4.3 Undiscounted cash flows by contractual maturities

The table below presents the cash flows payable by the Group under
non-derivative financial liabilities, derivative financial liabilities that will
be settled on a net basis and derivative financial instruments that will
be settled on gross basis by remaining contractual maturities at the
end of the reporting period. The amounts disclosed in the table are the
contractual undiscounted cash flows, whereas the Group manages the

inherent liquidity risk based on expected undiscounted cash inflows.

The Group’s derivatives that normally will be settled on a net basis

include:

° Foreign exchange derivatives: over-the-counter (OTC) currency
options, currency futures, exchange traded currency options;

° Interest rate derivatives: interest rate swaps, forward rate
agreements, OTC interest rate options, interest rate futures and
other interest rate contracts; and

° Equity derivatives: equity options.

The Group’s derivatives that will be settled on a gross basis include:

o Foreign exchange derivatives: currency forward, currency swaps;
° Interest rate derivatives: interest rate swaps and cross currency
interest rate swaps; and

° Credit derivatives: credit default swaps.
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3.4 Liquidity risk (Continued)

3.4.3 Undiscounted cash flows by contractual maturities (Continued)

—-BASINT -@EANLE =EAMUL -EHE RENE
£8 Group Upto 2=fA Z+=fA EIf Over L
“E-E¥+t-A=t+-H As at 31 December 2010 1month  1-3 months 3-12 months 1-5 years 5 years Total
FTETERER Non-derivative cash flow
BE Liabilities
ROFER Deposits from banks 705,775 12,620 705,774 136,982 - 1,561,151
CYSVEE Deposits from customers 63,792,103 20,928,195 11,930,795 1,604,691 - 98,255,784
BIEEERBNEE Trading liabilities 2,177,500 827,243 1,547,355 153,085 - 4,705,183
BEINERE Certificates of deposit issued 335611 1,024,428 2,765,929 643,373 53604 4,822,945
BERANERES Issued debt securities 8,096 - 24025 2,007,654 - 2,039,775
{BEER Subordinated notes - 108,202 1,269,047 1,806,179 2,745,723 5,930,141
05U Other liabilities 636,665 132,162 558,370 = - 1,327,607
BELE Total liabilities
(BNZIER) (contractual maturity dates) 67,655,750 23,032,940 18,802,695 6,351,964 2,799,327 118,642,676
TETERER Derivative cash flow
RRELEE TEERIA Derivative financial instruments
settled on net basis 6,933 8,118 13,303 118,060 10,983 157,397
REEEEfTEERIE Derivative financial instruments
settled on a gross basis
ikt Total outflow 22,928,970 | 11,745,532 | | 14,969,614 | | 2,177,435 951,378 | | 52,772,929
MALE Total inflow (23,038,386) |(11,877,189)| [(14,803,401) | (1,159,072) (873,256)| |(51,751,304)
(109,416) (131,657 166,213 1,018,363 78122 1,021,625
—fAZHMT —@EANKE =EAME —EpF BENE
£E Group Upto ZE=fAR Zf+=fEA ZRE Over At
“ZENEFZA=1-H As at 31 December 2009 1month  1-3months 3-12months  1-5 years 5 years Total
FITEIER SR Non-derivative cash flow
BfE Liabilities
BIEH Deposits from banks 716,212 22,229 742,800 235,188 - 1,716,429
RPER Deposits from customers 55,357,277 22,373,496 11,514,872 1,122,343 - 90,367,988
BIEEERENERE Trading liabilities 579,000 1,358,358 105,165 31,355 - 2,073,878
BEANGERE Certificates of deposit issued 191,705 448,145 393,790 1,079,481 - 2113121
BEANERES Issued debt securities = = = = = =
{BEER Subordinated notes - 87,238 1,255,208 2854368 1,797,200 5,994,113
ek Other liabilities 1,037,385 98,261 362,359 323,379 8,211 1,829,595
BEAE Total liabilities
(B31ER) (contractual maturity dates) 57,881,579 24,387,727 14374284 5646114 1805420 104,095,124
TETARSR Derivative cash flow
RRFELEE TEERIA Derivative financial instruments
settled on net basis 8,549 1,053 (5,462) 176,731 36,742 217,613
REBEEZTEERTIA Derivative financial instruments
settled on a gross basis
it Total outflow 42,477,072 | | 16,358,494 | | 16,695,729 2,736,267 1,294,473 | | 79,562,035
RABE Total inflow (42,586,706)| |(16,336,126)| |(16,423,678)| | (1,394,125)| | (572,498)| |(77,313,133)
(109,634) 22,368 272,051 1,342,142 721,975 2,248,902
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(Expressed in thousands of Hong Kong dollars)

3.4 Liquidity risk (Continued)
3.4.3 Undiscounted cash flows by contractual maturities (Continued)

Assets available to meet all of the liabilities and to cover outstanding
loan commitments include cash, central bank balances, items in the
course of collection and treasury bills; loans and advances to banks;
and loans and advances to customers. In the normal course of
business, a proportion of customer loans contractually repayable within
one year will be extended. In addition, debt securities and treasury bills
have been pledged to secure liabilities. The Group would also be able
to meet unexpected net cash outflows by selling securities and

accessing additional funding sources such as asset-backed markets.

3.4.4 Off-balance sheet items

Included in the table below are the following items:

° Loan commitments by reference to the dates of the contractual
amounts of the Group’s off-balance sheet financial instruments
that commit it to extend credit to customers and other facilities;

o Financial guarantees based on the conditions existing at the
reporting date as to what contractual payments are required;

° The future minimum lease payments under non-cancellable
operating leases in respect of operating lease commitments
where a Group company is the lessee; and

o Capital commitments for the acquisition of buildings and

equipment.
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34 WMEBIE S m B () 3.4 Liquidity risk (Continued)
3.4.4 HEAMFEINEH (#) 3.4.4 Off-balance sheet items (Continued)
—F LR —FH#% HEFENE
58 Group No later ERE Over |5t
—E-ZF+-H=1+—H At 31 December 2010 than 1 year 1-5 years 5 years Total
BRURSE Loan commitments 47,723,006 2,602,132 360,870 50,686,008
R AR Guarantees, acceptances and
H & & AR5 other financial facilities
— - Acceptances 3,975 - - 3,975
- BEREERERT - Guarantees and standby
letters of credit 304,210 56,441 83,571 444,222
— REREERERT - Documentary and commercial
letters of credit 743,794 106,719 - 850,513
EEITR Forward forward deposits placed 6,982 - - 6,982
4B TH AR HE Operating lease commitments 91,499 112,212 63,298 267,009
B Capital commitments 115,922 - - 115,922
At Total 48,989,388 2,877,504 507,739 52,374,631
—E PR —E L% RENRE
& Group No later ERF Over =
—EEAF+=-A=+—H At 31 December 2009 than 1 year 1-5 years 5 years Total
ERRIE Loan commitments 36,065,726 757,991 - 36,823,717
R AR Guarantees, acceptances and
Hth 5 3 AR5 other financial facilities
— &K - Acceptances 7,434 = = 7,434
- BEREERERT - Guarantees and standby
letters of credit 507,094 58,200 83,572 648,866
— REREERERT - Documentary and commercial
letters of credit 523,665 - - 523,665
RHTFS Forward forward deposits placed 61,508 = - 61,508
R TR I Operating lease commitments 88,794 113,410 33,392 235,596
BINEHE Capital commitments 92,920 = = 92,920
A&t Total 37,347,141 929,601 116,964 38,393,706
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(Expressed in thousands of Hong Kong dollars)

85

Fair values of financial assets and liabilities
(@)  Determination of fair value

The fair value of financial instruments traded in active markets is
based on quoted market prices, dealer price quotations or broker
quotes from Bloomberg and Reuters. The quoted market price
used for financial assets held by the Group is the current bid price;
the appropriate quoted market price for financial liabilities is the

current ask price.

A financial instrument is regarded as quoted in an active market
if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service or
regulatory agency, and those prices represent actual and regularly
occurring market transactions on an arm’s length basis. If the
above criteria are not met, the market is regarded as being
inactive. Indications that a market is inactive are when there is a
wide bid-offer spread or significant increase in bid-offer spread

or there are few recent transactions.

The fair value of financial instruments that are not traded in an
active market is determined by using valuation techniques. In
these techniques, fair values are estimated from observable data
in respect of similar financial instruments, using models to
estimate the present value of expected future cash flows or other
valuation techniques using inputs (for example LIBOR yield curve,
FX rates, volatilities, comparable credit spreads, and counterparty

spreads) existing at the end of the reporting period.
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Fair values of financial assets and liabilities (Continued)
(@) Determination of fair value (Continued)

The Group uses widely recognised valuation models including
present value techniques and option pricing models for
determining the fair values of non-standardised financial
instruments of lower complexity such as options or interest rate
and currency swaps. For these financial instruments, inputs into
models are generally market-observable. The fair value of
interest-rate swaps is calculated as the present value of the
estimated future cash flows. The fair value of foreign exchange
forward contracts is generally based on current forward rates
while other derivatives are valued using appropriate pricing
models, such as Black-Scholes option pricing model. Structured
interest rate derivatives are measured using appropriate option

pricing models, for example, the Black-Derman-Toy model.

The Group uses external price quotes and its own credit risk
spreads in determining the current value for its derivative liabilities
and other liabilities for which it has elected the fair value option.
When the Group’s credit spreads widen, the Group recognises a
gain on these liabilities because the value of the liabilities has
decreased. When the Group’s credit spreads narrow, the Group
recognises a loss on these liabilities because the value of the

liabilities has increased.

Price data and parameters used in the measurement procedures
applied are reviewed carefully and adjusted, if necessary, to take

consideration of the current market developments.
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3.5 Fair values of financial assets and liabilities (Continued)

(b)  Fair value hierarchy

HKFRS 7 specifies a hierarchy of valuation techniques based on
whether the inputs to those valuation techniques are observable
or unobservable. Observable inputs reflect market data obtained
from independent sources; unobservable inputs reflect the
Group’s market assumptions. These two types of inputs have

created the following fair value hierarchy:

Level Descriptions

1 Quoted prices (unadjusted) in active markets for identical
assets or liabilities. This level includes listed equity
securities and debt instruments on exchange (for
example, Hong Kong Stock Exchange, London Stock
Exchange, Frankfurt Stock Exchange, New York Stock
Exchange) and exchanges traded derivatives like futures
(for example, Nasdaq, S&P 500).

2 Inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from
prices). This level includes the majority of the over-the-
counter derivative contracts, and issued structured
debts. The sources of input parameters include LIBOR
yield curve, or Bloomberg and Reuters for counterparty

credit risk.

S Inputs for the asset or liability that are not based on
observable market data (unobservable inputs). This level
includes equity investments and debt instruments with

significant unobservable components.

The hierarchy requires the use of observable market data when
available. The Group considers relevant and observable market

prices in its valuations where possible.

During 2009 and 2010 there was no financial instrument
measured at fair value using a valuation technique which is based
on assumptions that are not supported by observable market
prices for the same or similar instrument or not based on available

observable market data.

147



RF|TEBBR R

B 5 SRR B o

(AB BT A7) (Expressed in thousands of Hong Kong dollars)

35 &mhEERABZATE @ 3.5 Fair values of financial assets and liabilities (Continued)
(Z) NFlEER(E) (b)  Fair value hierarchy (Continued)
RZEBE-—ZEE+-_A=+—HEZZZA As at 31 December 2010 and 2009, the Group did not have any
¢‘1’ —RA=+—8H" $%lﬂ?ﬂﬂﬂﬂﬁ\ 7N financial assets and liabilities in the Level 3 fair value hierarchy.
TEBRARIRNZEHEERARE - There were no transfers of financial assets and liabilities into or
EENeMmEERBEEY EoER Q 7N out of the Level 3 fair value hierarchy.

FEEBRANEIRG -

EATEFAECZEERARE Assets and liabilities measured at fair value:
£
—E-%F Group E1 21K &%
+=A=+-8 At 31 Dec 2010 Level 1 Level 2 Total
A Descriptions
ARNTFEGFERR Financial assets at fair value through
b@)ﬁd‘)\?ﬁmﬁ’]ﬁmﬁﬁ? profit or loss
RIEEE AR Held for trading
B ES Debt securities - 5,362,955 5,362,955
fTETA Derivatives - 474,594 474,594
BEUATEFZR Designated at fair value through
ZEE AR profit or loss
BB EH Debt securities - 1,377 1,377
BHEBESFNITETR  Derivatives held for hedging - 149,620 149,620
AEEZeRERE Available-for-sale financial assets
BIES Debt securities - 17,016,978 17,016,978
Bt ES Equity securities 80,886 127,798 208,684
BAF(EFEZEEAR  Total assets measured at fair value 80,886 23,133,322 23,214,208
UAFEFEAEES Financial liabilities at fair value
STABRNERAR through profit or loss
BFEEERS Held for trading - 4,700,893 4,700,893
BEUAATEFZE Designated at fair value through
S AER profit or loss - 1,666,701 1,666,701
PTHETA Derivatives - 284,919 284,919
BEEREHTNTETR Derivatives held for hedging - 1,000,466 1,000,466
BATEFECAERS Total liabilities measured at fair value = 7,652,979 7,652,979
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(b)  Fair value hierarchy (Continued)

3.5 Fair values of financial assets and liabilities (Continued)

&
—ZTThEF Group ERE FEoM B
+-—A=+—8 At 31 Dec 2009 Level 1 Level 2 Total
A Descriptions
NATEF=AH Financial assets at fair value through
HEGFABENEMEE  profit or loss
RIEEER® Held for trading
R E 5 Debt securities - 5,595,316 5,595,316
PTETE Derivatives - 458,383 458,383
BEAATEFEAH Designated at fair value through
EE AR profit or loss
BERES Debt securities - 11,232 11,232
BFAEBEHSTNITETER  Derivatives held for hedging - 130,395 130,395
AREEZERERE Available-for-sale financial assets
R 5 Debt securities - 11,911,320 11,911,320
RSB Equity securities 71,450 103,408 174,858
BRATETEZEEA  Total assets measured at fair value 71,450 18,210,054 18,281,504
AATETEEHEE Financial liabilities at fair
FABRNERERE value through profit or loss
RIEEER® Held for trading - 2,068,300 2,068,300
BEARTFEFERH Designated at fair value through
HEAER profit or loss - 1,666,576 1,666,576
PTETE Derivatives - 304,620 304,620
FHERELHHRMITETA  Derivatives held for hedging - 909,114 909,114
BATEFFEZABEAF  Total liabilities measured at fair value = 4,948,610 4,948,610
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3.5 Fair values of financial assets and liabilities (Continued)

The table below summarises the carrying amounts and fair values

of those financial assets and liabilities not presented in the

Group’s statement of financial position at their fair value. For

disclosure purposes, these fair values have been estimated by

discounting the future contractual cash flows at the current

mihat © market interest rate that is available to the Group for similar
financial instruments, if applicable.
ARMEE AEE
Carrying value Fair value
—E-BF C—ZTHhE CZE-FF TITHEF

£ Group 2010 2009 2010 2009
CRMEE Financial assets
He RERITHER Cash and balances with banks 8,741,123 10,453,366 8,744,256 10,453,457
ERIT—ETZEAR Placements with banks maturing

SR FR between one and twelve months 3,249,320 4,282,749 3,262,438 4,291,301
HEER Advances to customers

BAER Loans to individuals

- ERAF - Credit cards 3,793,409 3,289,460 3,793,538 3,289,581

— RIBEX - Mortgages 21,904,593 18,972,569 21,913,861 18,982,207

— HAfth - Others 3,945,998 3,283,575 3,937,833 3,286,840

TEER Loans to corporate entities

- BHEXR — Term loans 17,630,333 11,317,643 17,630,498 11,317,787

— RIBEX - Mortgages 10,523,436 8,088,435 10,528,761 8,095,166

- BHME - Trade finance 4,548,252 3,281,532 4,548,282 3,263,180

— Hfth - Others 10,402,967 8,931,945 10,397,969 8,919,961
RITER Advances to banks - 150,000 = 150,120
BEEERKER Investments in securities included in

FIEER 2 BHEE the loans and receivables category 7,717,760 8,799,348 7,167,315 7,771,125
BFEIHES Held-to-maturity securities 8,876,572 8,598,408 8,688,469 8,090,515
CRIBE Financial liabilities
RITFER Deposits from banks 1,523,547 1,435,136 1,526,492 1,444,477
BEPER Deposits from customers 97,280,942 89,572,204 97,289,985 89,543,599
BETHNFRE Certificates of deposit issued 4,280,328 1,539,220 4,277,768 1,535,369
BEITHNERES Issued debt securities 1,943,342 = 1,950,690 =
BEBR Subordinated notes 3,483,389 3,456,449 3,451,284 3,316,603
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(Expressed in thousands of Hong Kong dollars)

3.5 Fair values of financial assets and liabilities (Continued)

()
@)

(ii)

(i)

(iv)

Financial instruments not measured at fair value (Continued)

Placements with and advances to banks

The fair value of floating rate placements and overnight
deposits is their carrying amount. The estimated fair value
of fixed interest bearing deposits is based on discounted
cash flows using prevailing money-market interest rates for

debts with similar credit risk and remaining maturity.

Loans and advances to customers

The estimated fair value of loans and advances represents
the discounted amount of estimated future cash flows
expected to be received. Expected cash flows are

discounted at current market rates to determine fair value.

Investment securities

Investment securities include interest-bearing assets
included in the loans and receivables, and held to maturity
categories. Fair value of held-to-maturity assets and loans
and receivables is based on market prices or broker/dealer
price quotations. Where this information is not available,
fair value is estimated using quoted market prices for
securities with similar credit, maturity and yield

characteristics.

Deposits and balances from banks, deposits from
customers, certificates of deposit issued and other

borrowed funds

The estimated fair value of deposits with no stated maturity,
which includes non-interest bearing deposits, is the amount
repayable on demand. The estimated fair value of fixed
interest-bearing deposits and other borrowings not quoted
in an active market is based on discounted cash flows using

interest rates for new debts with similar remaining maturity.

Debt securities in issue including subordinated notes issued

For those notes where a quoted market prices are not
available, a discounted cash flow model is used based on
current yield curve appropriate for the remaining term to

maturity to estimate fair value.
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3.6 Capital management

The Group’s objectives when managing capital are:

° To comply with the capital requirements set by the banking
regulators in the markets where the entities within the Group
operate;

° To safeguard the Group’s ability to continue its business as a
going concern;

° To maximise returns to shareholders and optimise the benefits to
other stakeholders; and

° To maintain a strong capital base to support the development of

its business.

Capital adequacy of and the use of regulatory capital by the Group’s
Hong Kong banking subsidiaries, DSB and MEVAS Bank Limited
(“Mevas”), and another overseas banking subsidiary, D.A.H. Hambros
Bank (Channel Islands) Limited (“DAHCI”), are monitored regularly by
the Group’s management, employing techniques based on the
guidelines developed by the Basel Committee, as implemented by the
HKMA, for supervisory purposes. The required information is filed with

the HKMA on a quarterly basis.

The HKMA requires DSB and Mevas to maintain a ratio of total
regulatory capital to the risk-weighted amount (i.e. the capital adequacy
ratio) at or above the internationally agreed minimum of 8%. These
banking subsidiaries’ regulatory capital as managed by the Group’s

management is divided into two tiers:

° Core capital: share capital, profit and loss, and reserves created
by appropriations of retained earnings. The book value of goodwiill
and other intangible assets is deducted in arriving at core capital;
and

° Supplementary capital: qualifying perpetual and term
subordinated debts, collectively assessed impairment
allowances, regulatory reserve, and fair value gains arising on
revaluation of holdings of land and buildings and available-for-

sale equities and debt securities.

Investment in subsidiaries, significant investments in non-subsidiary
companies and shares, exposures to connected companies and
investments in other banks’ equity are deducted from core capital and

supplementary capital to arrive at the regulatory capital.
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3.6 Capital management (Continued)

Risk-weighted amount is the aggregate of the risk-weighted amounts
for credit risk, market risk and operational risk, and covers both on-
balance sheet and off-balance sheet exposures. On-balance sheet
exposures are classified according to the obligor or the nature of each
exposure and risk-weighted based on the credit assessment rating
assigned by an external credit assessment institution recognised by
the HKMA or other principles as set out in the Banking (Capital) Rules,
taking into account the capital effects of credit risk mitigation. Off-
balance sheet exposures are converted into credit-equivalent amounts
by applying relevant credit conversion factors to each exposure, before
being classified and risk-weighted as if they were on-balance sheet

exposures.

Capital adequacy of and the use of regulatory capital by the Group’s
Macau banking subsidiary, BCM, and China’s banking subsidiary, DSB
China, are monitored regularly by the Group’s management, employing
techniques based on the guidelines provided by the Autoridade
Monetaria de Macau (“AMCM”) and the China Banking Regulatory

Commission (“CBRC”) respectively for supervisory purposes.

The required information is filed by BCM with the AMCM and by DSB
China with the CBRC on a quarterly basis. The AMCM requires BCM
and the CBRC requires DSB China to maintain a ratio of own funds or
capital base to total risk weighted exposures (i.e. the capital adequacy

ratio) at or above the agreed regulatory minimum of 8%.

Certain non-banking subsidiaries of the Group are also subject to
statutory capital requirements from other regulatory authorities, such

as the Securities and Futures Commission.

3.7 Fiduciary activities

The Group provides custody, trustee, wealth management and advisory
services to third parties, which involve the Group making allocation
and purchase and sale decisions in relation to a variety of financial
instruments. Those assets that are held in a fiduciary capacity are not
included in the Group’s financial statements. These services could give

rise to the risk that the Group could be accused of mal-administration.
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(Expressed in thousands of Hong Kong dollars)

4.1 Critical accounting estimates and assumptions

The Group makes estimates and assumptions that affect the reported
amounts of assets and liabilities within the next financial year. Estimates
and judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. Changes
in estimates and assumptions may have a significant impact on the
results of the Group in the periods when changes are made. The
application and selection of different estimates and assumptions, and
their subsequent changes, could affect the Group’s profit and net asset
value in the future. The Group, based on its high-level assessment of
the sensitivity impacts on the reported assets and liabilities of the Group
arising from the changes in critical accounting estimates and
assumptions, believes that the estimates and assumptions adopted
are appropriate and reasonable, and the financial results and positions
presented in the Group’s financial statements are fair and reasonable

in all material respects.

(@) Impairment allowances on loans and advances

The Group reviews its loan portfolios to assess impairment at
least on a quarterly basis. In determining whether an impairment
loss should be recorded in the income statement, the Group
makes judgments as to whether there is any observable data
indicating that there is a measurable decrease in the estimated
future cash flows from a portfolio of loans before the decrease
can be identified with an individual loan in that portfolio. This
evidence may include observable data indicating that there has
been an adverse change in the payment status of borrowers in a
group, or economic conditions that correlate with defaults on
assets in the group. Management uses estimates based on
historical loss experience for assets with credit risk characteristics
and objective evidence of impairment similar to those in the
portfolio when estimating its future cash flows of recoverable
amounts. The methodology and assumptions used for estimating
both the amount and timing of future cash flows are reviewed
regularly to reduce any differences between loss estimates and

actual loss experience.
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(Expressed in thousands of Hong Kong dollars)

4.1

4.2

Critical accounting estimates and assumptions (Continued)
(b)  Fair value of financial instruments

A majority of the Group’s investments in debt securities carried
at fair value are valued based on observable market quotations.
As a consequence of the difficulties in financial markets during
2008 and 2009, the Group had witnessed observable declines in
market liquidity and the range of market quotations for certain
securities have widened. The Group applies judgment in selecting
the most appropriate quotation for valuation purposes based on
its assessment of the range of observable quotations, recent
observable transactions, the reliability and quality of the pricing

source, and the value of securities of a similar nature.

(c)  Goodwill and intangible asset valuation

For business combinations, subsequent to initial recognition of
goodwill and intangible assets, any major change in the
assumptions in relation to future benefits to be generated from
the intangible assets, including future cash flow of benefits to be
generated from the acquired entities, or discount rates which
could be caused by major changes in market conditions and
outlook, could result in adjustments to the carrying values of such
assets. In the event that the expected recoverable amounts of
goodwill and intangible assets are significantly lower than their
carrying values, impairment of such assets would have to be

recognised.

Critical judgments in applying the Group’s accounting

policies

(@) Distinction between investment properties and owner-

occupied properties

The Group determines whether a property qualifies as an
investment property. In making its judgment, the Group considers
whether the property generates cash flows largely independently
of the other assets held by an entity. Owner-occupied properties
generate cash flows that are attributable not only to property but

also to other assets used in the production or supply process.
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(Expressed in thousands of Hong Kong dollars)

4.2

Critical judgments in applying the Group’s accounting

policies (Continued)

(@) Distinction between investment properties and owner-

occupied properties (Continued)

Some properties comprise a portion that is held to earn rentals or
for capital appreciation and another portion that is held to supply
services or for administrative purposes. If these portions can be
sold separately (or leased out separately under a finance lease),
the Group accounts for the portions separately. If the portions
cannot be sold separately, the property is accounted for as
investment property only if an insignificant portion is held to
supply services or for administrative purposes. Judgment is
applied in determining whether ancillary services are so significant
that a property does not qualify as investment property. The

Group considers each property separately in making its judgment.

(b) Impairment assessment on available-for-sale equity
securities, and investments in debt securities included in
the available-for-sale, held-to-maturity and loans and

receivables categories

The Group has conducted assessment of its available-for-sale
equity securities, and investments in debt securities included in
the available-for-sale (“AFS”), held-to-maturity (‘HTM”) and loans
and receivables (“LNR”) categories as of the end of the year and
up to the date of the approval of the financial statements of the
Group. Assessment for any impairment, on individual and
collective basis, is made with reference to the financial strength
and credit rating of each issuer, industry development and market
conditions, and historical loss experience of a portfolio of similar
credits provided by rating agencies. Apart from the investments
in structured investment vehicles (“SIV”), and those HTM and LNR
debt securities having been assessed as impaired, the Group has
concluded that there are no objective or specific indications that
any of its other AFS, HTM and LNR securities is impaired. Except
for the impairment losses recognised on the SIV investments,
those HTM and LNR debt securities (which had been written off
as at 31 December 2010 and 2009), no impairment allowance is
provided on other AFS, LNR and HTM securities.
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4.2

Critical judgments in applying the Group’s accounting

policies (Continued)
(c)  Held-to-maturity securities

The Group follows the guidance of HKAS 39 on classifying non-
derivative financial assets with fixed or determinable payments
and fixed maturity as held-to-maturity. This classification requires
significant judgment. In making this judgment, the Group
evaluates its intention and ability to hold such investments to
maturity. If the Group fails to keep these investments to maturity
other than for the specific circumstances - for example, selling
an insignificant amount close to maturity — it will be required to
reclassify the entire class as available-for-sale. The investments

would therefore be measured at fair value, not amortised cost.

(d)  Assessment of claims and contingencies

Judgment is needed to determine if provision for compensation
to certain customers who had bought structured investments
distributed (but not originated or arranged) by the Group need to
be recorded in accordance with the requirements of HKAS 37
“Provisions, Contingent Liabilities and Contingent Assets”. In
making this judgment, the Group evaluates the information
relating to each or similar cases, and the likelihood and estimated
amount of outflow of resources which may be incurred to settle
the obligation after considering factors such as recent settlement

experiences and advice from legal counsel.
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(Expressed in thousands of Hong Kong dollars)

42 Critical judgments in applying the Group’s accounting

policies (Continued)
(e)  Resolution of the Lehman Brothers incident

On 15 September 2008, Lehman Brothers (“Lehman”) filed
Chapter 11 bankruptcy protection to the United States
Bankruptcy Court. On 22 July 2009, the Group, together with
other Minibonds distributing banks in Hong Kong, agreed with
the Securities and Futures Commission (“SFC”) and the HKMA
to make an offer to eligible customers to repurchase their holdings
in all outstanding Lehman Brothers minibonds (“Minibonds”) in a
general repurchase scheme (the “Minibonds Repurchase
Scheme”). The Group, on 23 December 2009, further announced
a separate voluntary repurchase scheme to customers for the
principal protected notes (“PPN”) subscribed through the Group.
The Group recorded provisions for payments under these two
repurchase schemes in its 2009 financial statements after
considering the estimated recoverable value of the Minibonds and
PPN, and the estimated aggregate amount paid and payable

under the two repurchase schemes.

Under the Minibonds Repurchase Scheme, the Group is obliged
to top up the distribution to eligible and other investors if the
values received from the Minibonds collateral exceed the levels
paid to Minibonds investors having accepted the Minibonds

Repurchase Scheme.
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Segment reporting by the Group was prepared in accordance with
HKFRS 8 “Operating Segments”. Information reported to the chief
operating decision maker, which includes the Chief Executive and other
Executive Committee members, for the purposes of resource allocation
and performance assessment, is determined on the basis of personal
banking, commercial banking, treasury and overseas banking business.
Operating performances are analysed by business activities for local
banking business, and on business entity basis for overseas banking

business.

Considering the customer groups, products and services of local
businesses, the economic environment, and regulations, the Group
splits the operating segments of the Group into the following reportable

segments:

° Personal banking business includes the acceptance of deposits
from individual customers and the extension of residential
mortgage lending, personal loans, overdraft and credit card
services, the provision of insurance sales and investment

services.

° Commercial banking business includes the acceptance of
deposits from and the advance of loans and working capital
finance to commercial, industrial and institutional customers, and
the provision of trade financing. Hire purchase finance and leasing
related to equipment, vehicle and transport financing are

included.

° Treasury activities are mainly the provision of foreign exchange
services and centralised cash management for deposit taking and
lending, interest rate risk management, management of

investment in securities and the overall funding of the Group.

° Overseas banking businesses includes personal banking,
commercial banking business activities provided by overseas
subsidiaries in Macau and China, and the Group’s interest in a

commercial bank in China.

° Others include results of operations not directly identified under
other reportable segments, corporate investments and debt

funding (including subordinated notes).
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(Expressed in thousands of Hong Kong dollars)

For the purpose of segment reporting, revenue derived from customers,
products and services directly identifiable with individual segments are
reported directly under respective segments, while revenue and funding
cost arising from inter-segment funding operation and funding
resources are allocated to segments by way of transfer pricing
mechanism with reference to market interest rates. Transactions within
segments are priced based on similar terms offered to or transacted
with external parties. Inter-segment income or expenses are eliminated

on consolidation.

All direct costs incurred by different segments are grouped under
respective segments. Indirect costs and support functions’ costs are
allocated to various segments and products based on effort and time
spent as well as segments’ operating income depending on the nature
of costs incurred. Costs related to corporate activities that cannot be
reasonably allocated to segments, products and support functions are

grouped under Others as unallocated corporate expenses.
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For the year ended 31 December 2010

38
BARST  EERT RITER
Personal Commercial HEEH  Overseas Hith Foh
Banking Banking Treasury Banking Others Total
EHEMA/ () Net interest income/(expenses) 866,702 744,733 196,901 285,499 (138,303) 1,955,532
-HREP - external customers 451,449 801,492 528,129 305,858 (131,396)| | 1,955,532
-BER - inter-segments 415,253 (56,759)| | (331,228) (20,359) (6,907) -
FEFIEIMA/ (it Non-interest income/(expenses) 211,365 105,437 104,884 81,099 (32,641) 470,144
EERA/ () Total operating income/(expenses) 1,078,067 850,170 301,785 366,598  (170,044) 2,425,676
BEYH Operating expenses (654,054)  (241,562) (82,477)  (273,521) (26,804)  (1,278,418)
N A ESER Operating profit/(loss) before impairment
EERT/ (BR) losses 424,013 608,608 219,308 93,077 (197,748) 1,147,258
EFREBERAMES Loan impairment losses and other credit
B (RE) /B8 provisions (charged)/written back (51,789) 48,534 (76,465) (18,067) - (97,787)
ETREREREENE Operating profit/(loss) before gains or
B IpAS et losses on certain investments and
/ (B#8) fixed assets 372,224 657,142 142,843 75010  (197,748) 1,049,471
LERENE  TERE Net (loss)/gain on disposal of and fair value
thEEEEREATE adjustment on investment properties,
BE2F(BR) /e premises and other fixed assets (359) @ - (140) 77,671 77,170
HEZFRETHE Net loss on disposal of investments in
securities - - (192,598) (6,301) - (198,899)
EIEBENTZ 5 Share of results of an associate - - - 249,001 - 249,001
EEEREHER £E Share of results of jointly controlled entities - - - - 8,029 8,029
HEREEEFhE Net gain on repurchase of subordinated
notes - - - - 82,784 82,784
BHRBRT/ (B8) Profit/(loss) before income tax 371,865 657,140 (49,755) 317,570 (29,264) 1,267,556
BB () /E & Income tax (expense)/credit (57,704)  (110,384) 8,208 (14,329) (19,331)  (193,534)
BigaT/ (58 Profit/(loss) after income tax 314,161 546,756 (41,547) 308,247 (48,595) 1,074,022
BEZZ-ZF+-RA=1—HIEEE Forthe year ended 31 December 2010
TEREHER Depreciation and amortisation 38,850 11,784 14,716 51,696 17,049 134,095
W_ZE-ZF+-A=1-H As at 31 December 2010
PEEE Segment assets 26,616,109  35878,007 47,658,498 19,626,000 2,059,882 131,838,676
PEAE Segment liabilities 61,005,220 16,086,411 16,362,311 15,792,272 9,046,513 118,292,727
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For the year ended 31 December 2009

2\
AR AERT RITEH
Personal Commercial ~ BTE%#%  Overseas Efty gt
Banking Banking Treasury Banking Others Total
FHBMA/ (Z ) Net interest income/(expenses) 852,694 884,942 396,663 239432 (238977) 2,134,754
—NREP - external customers 548,671 862,120 741,014 244 845 (261,896)| | 2,134,754
-EEA - inter-segments 304,023 22,822 (344,351) (5,413) 22,919 -
FEFBMA/ (i) Non-interest income/(expenses) 217,516 88,333 59,085 61,092 (224,719) 201,307
BERA/ (TiH) Total operating income/(expenses) 1,070,210 973,275 455,748 300,524 (463,696) 2,336,061
BT Operating expenses (1152377)  (243,345) (90,275)  (223,061) (17,067)  (1,726,125)
N RESERZ Operating (loss)/profit before impairment
BE(BR) /&7 losses (82,167) 729,930 365,473 77,463 (480,763) 609,936
EFREBERAMES Loan impairment losses and other credit
B provisions (121,425) (278,401) (17,941) (9,254) (639) (427,660)
ATRERETEENE Operating (loss)/profit before gains or
dERA 2 2E (BB) losses on certain investments and
v fixed assets (203,592) 451,529 347,532 68,209 (481,402) 182,276
HERENE  TERE Net (loss)/gain on disposal of and fair value
tEEEEREATE adjustment on investment properties,
BEF (BB s premises and other fixed assets 1) - = 1,193 79,885 81,057
HEEARREE (BE) Net (loss)/gain on disposal of investments in
/Wi securities (368) - (31,279) - 7,128 (24,519)
EUEBEAR EE Share of reslts of an associate - - = 195,770 S 195,770
EEAREHER XE Share of results of jointly controlled entities = = = = 5,103 5,103
EEEERE 2 FhR Net gain on repurchase of subordinated
notes - - - - 243,983 243,983
BB (BE) /i F (Loss)/profit before income tax (203,981) 451,529 316,253 265,172 (145,303) 683,670
REEE/ (Zi) Income tax credit/(expense) 30,025 (74,946) (52,262) (6,754) 21,148 (82,789)
Btk (B18) /57 (Loss)/profit after income tax (173,956) 376,583 263,991 258,418 (124,155) 600,881
HEZZZNE+-A=1—HIEE Forthe year ended 31 December 2009
NEREHER Depreciation and amortisation 35,518 16,040 7,525 40,564 14,467 14,114
RZZENF+-A=1—H As at 31 December 2009
PNEEE Segment assets 23,774,539 27,743861 46,356,147 14,782,608 971,593 113,628,748
PEEE Segment liabilities 53,914,872 14216278 18,416,822 11,452,134 4,837,507 102,837,613




DAH SING BANKING GROUP LIMITED

B 5 SRR B o

(AR T ThLHR)

INREF 2 WA TR BN EE
RITMBRR - KREMRHZIBZEREREE
BREIER  FERE  AERE RUEPSE

SRARBE -

TREHZREBEZER - BEDREAEE
RERBRINAEPRERY - REEHER
5 MRS RR 2 FRPE L T FERR o

R RBEZ

(Expressed in thousands of Hong Kong dollars)

Revenues from external customers were contributed from banking
subsidiaries in Hong Kong, Macau and People’s Republic of China,

with major products and services including deposit taking, extension

of credit, asset-based finance, securities investment services offered

to customers.

The following tables provide information by geographical area, which

was determined with reference to the domicile of the legal entities within

the group with business dealing and relationship with, and services to

external customers.

EESER
EEREM Inter-
Hong Kong A segment st
and Others Macau elimination Total
BE-Z-Z% For the year ended
+tZB=1t—HILEE 31 December 2010
EEIA Operating income 2,195,456 230,563 (343) 2,425,676
P& % A1 5 A Profit before income tax 1,228,456 39,100 - 1,267,556
R-ZE-ZH+-A=1+—H As at 31 December 2010
BEAR Total assets 121,166,525 12,534,560 (1,862,409) 131,838,676
BEAE Total liabilities 109,547,782 10,607,354 (1,862,409) 118,292,727
BREEREE Intangible assets and goodwill 318,667 581,459 = 900,126
A B R REIE Contingent liabilities and
commitments 52,309,393 1,898,534 - 54,207,927
[ 15 5 T
i
BEENEM Inter-
Hong Kong SRS segment Bt
and Others Macau elimination Total
HEZTTNF For the year ended
+-—A=+—HLFE 31 December 2009
EEIA Operating income 2,104,965 231,438 (342) 2,336,061
B 750 Al i A Profit before income tax 615,439 68,231 = 683,670
RZEZNE+=-A=1+—H As at 31 December 2009
BEAR Total assets 104,659,088 11,548,778 (2,579,118) 113,628,748
BEEF Total liabilities 95,627,966 9,788,765 (2,579,118) 102,837,613
BEEERHE Intangible assets and goodwill 318,667 603,455 - 922,122
A B R RAEIE Contingent liabilities and
commitments 42,727,433 1,379,709 - 44,107,142
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(Expressed in thousands of Hong Kong dollars)

—E-BF —TTHE
2010 2009
FE WA Interest income
e RERITH R Cash and balances with banks 118,527 131,632
EHRE Investments in securities 546,191 683,506
EEMIBITER Advances to customers and banks 2,091,087 2,204,848
HAth Others 11 136
2,755,816 3,020,122
FEXZH Interest expense
RITFERBPFER Deposits from banks/Deposits from
customers 664,367 607,143
BETHERE Certificates of deposit issued 18,355 42,663
BETHESE S Issued debt securities 9,478 90,611
RIEERS Subordinated notes 89,953 102,216
Hh Others 18,131 42,735
800,284 885,368
FEWABLE Included within interest income
EWREZFBWA Interest income on listed investments 426,261 422,892
JEETHIRE 2 F B WA Interest income on unlisted investments 119,930 260,614
546,191 683,506
JEARAFEFEBHEEHT ABR Interest income on financial assets not
ML EEEZHBEWMA at fair value through profit or loss 2,802,913 2,935,812
BEEER WA Interest income on impaired assets 11,679 15,429
FMEXZHBERE Included within interest expense
AR FEFEZAHE Interest expenses on financial liabilities
HermaE s ExH not at fair value through profit or loss 647,334 712,851
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(Expressed in thousands of Hong Kong dollars)

—E-BF —TTHE
2010 2009
REERASWA Fee and commission income
JERAFEAEBEED Fee and commission income from
SFABGEHNEREERBE Y financial assets and liabilities not
AR 7% & R AR & WA at fair value through profit or loss
- EEEMZREERAS — Credit related fees and commissions 88,127 73,394
— E5mE - Trade finance 38,997 38,066
—EAFR — Credit card 251,804 209,743
Hi RS & ME KA Other fee and commission income
— BHELLEREERB A - Securities brokerage and investment
services 49,827 46,569
— IRERSHE R HAM — Insurance distribution and others 33,544 33,003
— ZEREESNEZARY - Retail investment funds and fiduciary
services 13,092 9,337
— HAb iR — Other fees 81,198 66,731
556,589 476,843
BREERASIH Fee and commission expense
AR FEAEAHE Fee and commission expense from
SFABGEHNESREEREE financial assets and liabilities not
ZHRBERAEEH at fair value through profit or loss
— FEEBENHES — Handling fees and commission 157,402 115,672
— B HEMREEA — Other fees paid 11,715 12,890
169,117 128,562

AEERAF=FRHAE - X5t EXFERR
BEERY - RENXEAFNHBEZEEL T

BEEMFMBRERA

The Group provides custody, trustee, corporate administration, and

investment management services to third parties. Those assets that

are held in a fiduciary capacity are not included in these financial

statements.
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RFRITEBBR A A

(Expressed in thousands of Hong Kong dollars)

—E-FF Z—ZTThHF
2010 2009
INVEE B )F W= Net gain arising from dealing in
foreign currencies 266,204 159,615
BIEEBERBRNES 2 F R (B18) Net gain/(loss) from trading securities 99 (2,369)
BIEESERRMTET A F (B18) /IS Net (loss)/gain from derivatives entered
into for trading purpose (82,926) 2,065
RATFEHERHNEEER I A Z FER Net loss arising from financial instruments
subject to fair value hedge (58,620) (60,476)
HEENAFEFEBEEZEHTABEN Net loss arising from financial instruments
EMIAZFER designated at fair value through
profit or loss (74,975) (273,761)
49,782 (174,926)
—EBE-TF Z—ZTTHHF
2010 2009
A EHEEFEFTRE 2RI A Dividend income from investments in
available-for-sale securities
— LTHRE - Listed investments 946 970
— FEMERE - Unlisted investments 5,394 4,803
WEYHE 2SR A B Gross rental income from investment
properties 12,198 8,424
HipHe A Other rental income 5,331 5,752
HAh Others 9,021 8,003
32,890 27,952




DAH SING BANKING GROUP LIMITED
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(AR T ThLHR)

(Expressed in thousands of Hong Kong dollars)

—E-ZTF C—ZTTHF
2010 2009
EEFHMREFZH Employee compensation and benefit
(REESFHH) (HE11) expenses (including directors’
remuneration) (Note 11) 823,270 753,549
TEREMEEEESH Premises and other fixed assets
TEEFE expenses, excluding depreciation
—1TEZEE® — Rental of premises 89,455 81,768
— H A — Others 80,800 81,389
e (5E34) Depreciation (Note 34) 112,099 97,671
BEREHES T Advertising and promotion costs 89,446 60,632
EREEBRHEER (M:E33) Amortisation expenses of intangible
assets (Note 33) 21,996 16,443
2% SN B Auditors’ remuneration 5,780 5,780
H b (5F) Others (Note) 55,572 628,893
1,278,418 1,726,125
R Note:

BREE_ZENFREEMIAT2EERH  EhEX
BHARESHRERNEEE (HRE4.2(K)) 2%
R B o

A substantial portion of operating expenses included in “Others” in 2009 was

expenses and provisions incurred on Lehman Brothers related products in

relation to the Repurchase Schemes (Note 4.2 (g)).

—E-BF _—TThHF

2010 2009

FTHREMAEER Salaries and other staff costs 766,243 697,689
LARR A9 o B SR B 2 5 (21 8%) 4 43 Provision for share-based compensation

(Bff5£50) (reversed)/charged (Note 50) (12,892) 22,836

BRE T Pension costs
— REHKEE — defined contribution plans 44,993 33,024
798,344 753,549
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RFRITEBBR A A

(Expressed in thousands of Hong Kong dollars)

The emoluments of the five highest paid individuals:

(i)

The aggregate emoluments

—E-BF —ZTTHE
2010 2009

Fe EBE - BEYF&=EREMEL Salaries, housing, benefits in kind and
other allowances 57,210 51,660
BIRE Pensions 1,553 1,065
58,763 52,725

(i) HURSBAALHHMSERWT :

The emoluments of the five highest paid individuals are within

the following bands:

AH
Number of individuals

—E-ZTF —ZThF
2010 2009

87T HK$
7,000,001 - 7,500,000 - 1
8,000,001 - 8,500,000 - 1
9,500,001 - 10,000,000 1 -
10,000,001 - 10,500,000 1 -
11,000,001 - 11,500,000 1 2
12,500,001 - 13,000,000 1 -
14,000,001 - 14,500,000 - 1
14,500,001 - 15,000,000 1 -
5 5)

ELf&eHeRAZALTA  AOL(ZEF
NE M) RREES - AHBNESHEE
BREAERERZHE12A -

RER - AEEYEAEMAURSRAALX
NS - (ERIAZINBEAREE 2 2 B

& o

[

.

bR sERBEAATOHESBREBREEZXF
EFTiR L ARTS AN R B 2 KB RO TRIR SR BN TEAT -

Included in the emoluments of the five highest paid individuals were

the emoluments of 4 (2009: 4) Directors. Their respective Directors’

emoluments have been included in Note 12 below.

No emoluments were paid by the Group to any of the five highest paid

individuals as an inducement to join or upon joining the Group or as

compensation for loss of office during the year.

The emoluments of the five highest paid individuals shown above

included incentive bonuses accrued in respect of the services rendered

and the Group’s performance for the financial year.
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B 5 SRR B o

(AR T ThLHR)

(Expressed in thousands of Hong Kong dollars)

BEEEZZ2H M Tt The remuneration of each Director is set out below:
BBFARM
Rz R
REEA
Incentive
$2R bonuses
BENAE accrued
Salary, inrespectof LRGP AER
EZHe  allowances services B
BE-2-%% Year ended Directors’  and benefits rendered  Share-based Bihe &
TZB=1-HLFE 31 December 2010 Fee in kind in the year payment Pensions Total
Ed Chairman
TFRELE David Shou-Yeh Wong 500 3,960 8,500 = = 12,960
HTES Executive directors
EEELE Hon-Hing Wong (Derek Wong) - 8,000 6,000 - 575 14,575
TRELE Gary Pak-Ling Wang - 3,900 6,000 - 345 10,245
BEXEE Lung-Man Chiu (John Chiu) - 2,644 1,500 - 184 4,328
FHERE Harold Tsu-Hing Wong - 3,250 7,500 - 288 11,038
HEERE Frederic Suet-Chiu Lau - 2,600 300 - 230 3,130
FUTES Non-executive directors
MR- R A Kazutake Kobayashi 180 - - - - 180
BUFHTES Independent non-executive directors
HEELE John W. Simpson 180 - - - - 180
BIEEE David R. Hinde 180 - - - - 180
LEELE Robert Tsai-To Sze 300 - - - - 300
REERHE Andrew Kwan-Yuen Leung 180 - - - - 180
BRI £ & Seng-Lee Chan 180 - - = = 180
BRALE Lon Dounn 13 - - - - 13
Akt Total 1,713 24,354 29,800 - 1,622 57,489
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RFRITEBBR A A

(AB BT A7) (Expressed in thousands of Hong Kong dollars)

BEERREE
FRis 2 R
RETA
Incentive
HER bonuses
kil accrued

Salary, inrespect of  SARR{H AR

% ¥ika allowances services %

[ EZEENE Year ended Directors’  and benefits rendered  Share-based RikE Bit
+ZA=1+—HILFE 31 December 2009 Fee in kind in the year payment Pensions Total
IR Chairman
TFEEE David Shou-Yeh Wong 500 3,960 7,000 - - 11,460
BES Executive directors
BEALE Hon-Hing Wong (Derek Wong) - 8,000 6,000 = 400 14,400
FRELE Gary Pak-Ling Wang - 3,900 4,000 = 240 8,140
HENEE Lung-Man Chiu (John Chiu) = 2,644 1,500 - 128 4,272
THELE Harold Tsu-Hing Wong - 3,250 4,000 = 200 7,450
ASELE Frederic Suet-Chiu Lau - 2,600 600 - 160 3,360
FNTES Non-executive directors
- A Kazutake Kobayashi 2 = = = = 2
ARRIELE Keisuke Tahara 178 - - - - 178
BUEHTES Independent non-executive directors
i ke John W. Simpson 180 - - - - 180
BUEEE David R. Hinde 180 = - - - 180
LEELE Robert Tsai-To Sze 300 - - - - 300
PEERA Andrew Kwan-Yuen Leung 180 - - - - 180
BREF £ & Seng-Lee Chan 180 - = = = 180
CE Total 1,700 24,354 23,100 - 1,128 50,282



DAH SING BANKING GROUP LIMITED

B 5 SRR B o

(AB BT A7) (Expressed in thousands of Hong Kong dollars)
—E-BF _—TThEF
2010 2009
BERUREEE Loan impairment losses
EFER Advances to customers 21,477 408,925
RITE R Advances to banks (155) 155
FEETFIE REMAREB Accrued interest and other accounts - 639
21,322 409,719
BRI E M RIEREEEF X Net charge of impairment losses on
advances and other accounts
— @RS - Individually assessed 1,556 176,416
— REFHE - Collectively assessed 19,766 233,303
21,322 409,719
BEHELE Of which
— FIEEE (BERFENEEMIE 2 25) - new allowances (including amounts
directly written off in the year) 181,793 681,034
— = - releases (90,277) (207,391)
— U - recoveries (70,194) (63,924)
21,322 409,719
HiEERE Other credit provisions
& BB (B E 18 Individual impairment losses on
— BIEEE R & FEY R IE A — Investments in securities included in
ZEHEE the loans and receivables category 76,465 17,941
76,465 17,941
IR F B Net charge to income statement 97,787 427,660
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(AB BT A7) (Expressed in thousands of Hong Kong dollars)
—B-%F C"TTIhF
2010 2009
TEEGRE (RE) /b# Deficit (charged)/ recovered on
revaluation of premises (161) 1,453
HEITE 2 F s Net gain from disposal of premises 2,409 1,463
& B E A E 2 FER Net loss from disposal of other
fixed assets (2,348) (165)
(100) 2,751
—B-%F C"TTIhF
2010 2009
KREMEANTFERAE 2 FKE Net gain from fair value adjustment
on investment properties 74,726 75,016
HEREY 2 F s Net gain from disposal of investment
properties 2,544 3,290
77,270 78,306
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(AR T ThLHR)

(Expressed in thousands of Hong Kong dollars)

—B-%F C"TTIhF
2010 2009
ElfE & EER 2 F s GE(F)) Net gain on repurchase of
subordinated notes (Note (a)) 82,784 243,983
HEBEEERRERGRIELER 2 FHEEFEE  Netloss on disposal of investments
in securities included in the loans
and receivables category (136,530) -
HEREFNPEFFER GE(2)) Net loss on disposal of
a held-to-maturity security (Note (b)) (65,837) -
(119,583) 243,983

R_TB-ZER_FTTNF  AEEERBEE
SERBEAREER  ATRERBREASHERE
RETHABELT (CEZAF  £TEETH
REFBITR_ETLF AT RNHBTZKATE
BREES (MEK]) (a1 (%) - REMAREE
BEBNXEZHNEER 2 ABZANEELT
TABXT(ZZZNE - ETBET) ZHEEH
s IR E UMM AL LE o AR B PR EL 2 F
&)y B A S R AR R R RiE Sim IR 2
Fla o ZEBHEBNENRENERE/KN
MRITZSRMMER - BR-F-—FFR_F
TNEFZ DR B A I AR EER B R
RITZABERMMER -

FE TR AR B NS BT AR AT &
EBERES CZFZMAEL

Note

(@)

(b)

During 2010 and 2009, the Group, after receiving the prior consent of the
HKMA, repurchased a total of US$75 million (2009: US$70 million) notional
principal value of the Perpetual Subordinated Fixed Rate Notes issued by
DSB on 16 February 2007 (the “Notes”) at a discount (Note 41(e)). Notional
contract amount of the associated interest rate swap totalling US$75
million (2009: US$70 million) originally taken to swap the interest rate of
the Notes to a floating rate basis was also terminated upon the
repurchase. The net gain recorded is the net realised gain arising from the
repurchase of the Notes and the termination of the related interest rate
swap. The repurchased part of the Notes, previously qualified as upper
supplementary capital of DSB, were cancelled and de-recognised as
DSB’s liability and also supplementary capital upon the completion of the
purchase in 2010 and 2009.

The disposal was made pursuant to the acceptance by the Group of an
offer made by the issuer of the security to redeem the security at a
discount.
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& BTN S R T0 IR BB N At FE AR B 0 FI DA B =R
16.5% (T NF : 16.5%) IR BEME - BN
1B H TR F N IME s IR B F R AR 5 B A
EEBHE ZRTHETHE o

BEEHBERAABEARNEREE  UHE
16.5% (CZETNE : 16.5%) (E 2 EHHER -

RFRITEBBR A A

(Expressed in thousands of Hong Kong dollars)

Hong Kong profits tax has been provided at the rate of 16.5% (2009:

16.5%) on the estimated assessable profit for the year. Taxation on

overseas profits has been calculated on the estimated assessable profit

for the year at the rates of taxation prevailing in the countries in which

the Group operates.

Deferred taxation is calculated in full on temporary differences under
the liability method using a taxation rate of 16.5% (2009:16.5%)

—E-BFE _—TThEF
2010 2009
RNEFHIE : Current income tax:
BBRNISH Hong Kong profits tax 129,552 80,945
N IE Overseas taxation 13,723 11,422
RBAEFETR (B 2B Under/(over) provision in prior years 3,781 (2,304)
EERTE (M 5E42) Deferred income tax (Note 42)
—BREREENEERED — Origination and reversal of temporary
differences 46,478 (7,274)
RIS W Income tax expense 193,534 82,789
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(AR T ThLHR)

AEBERBANG N 2 HIBB RN A &R AIINE
FIEREAF 2 BRBBEOT ¢

(Expressed in thousands of Hong Kong dollars)

The tax on the Group’s profit before income tax differs from the

theoretical amount that would arise using the weighted average tax

rate applicable to profits of the consolidated companies as follows:

—E-TF —ZTTHhHF
2010 2009
R %5 A1 4 ) Profit before income tax 1,267,556 683,670
23 AR & R R N 2 A3 Tax calculated at domestic tax rates
BEAEZHIE applicable to profits in the respective
countries 209,147 112,806
HIBRAERR Tax effects of:
HMBE Rz TR = Different taxation rates in other countries (1,394) (3,134)
R HE 2 WA Income not subject to taxation (34,105) (50,194)
TR 32 Expenses not deductible 58,515 58,759
BB ERIMoEE AT R Results of associates and jointly
HEZEH BB 2 XE controlled entities reported net of tax (42,410) (33,144)
RBEFETR (B 2B Under/(over) provision in prior years 3,781 (2,304)
RIBX W Income tax expense 193,534 82,789
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B 5 SRR B o

(AB BT A7) (Expressed in thousands of Hong Kong dollars)
R ARAMBHREANZRREGENB The profit attributable to shareholders is dealt with in the financial
68,742,000/ 7T (ZZ T4 : [E57819,638,0007% statements of the Company to the extent of HK$68,742,000 (2009: loss
JL) ° of HK$19,638,000).
REBE—E—ZS&+-_A=+—HILEFERDEN An interim dividend of HK$0.07 per share (2009: Nil), totalling HK$77,823,000,
[ROOTE T (ZZEZENEF : &) - BEAR was paid in the year ended 31 December 2010. The Directors propose
77,823,000/ c 2 FHIRRE - EE S REEIRE — the payment of final dividend of HK$0.20 per share in respect of 2010
T-ZTEEREAREAEFR0208TT (ZEZT N (2009: Nil).
F:Mm) o
—E-BF _—TThHF
N Company 2010 2009
BFHERE  ZREEARR0.075 T Interim dividend paid, of HK$0.07
ZETNF : E) (2009: Nil) per ordinary share 77,823 -
RS - B E EAR0.20/8 T Proposed final dividend of HK$0.20
(Z2TNF - |) (2009: Nil) per ordinary share 244,587 =
322,410 -
—B-%F C"TTIhF
2010 2009
B3
Restated
BT BT
(HKS) (HK$)
FRER Earnings per share
-\ Basic 0.92 0.58
8 Diluted 0.92 0.58
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(AR T ThLHR)

ﬁi

—EEFEEREABRINESREERRTY
BAFN, 074110000,%75)&@%5%* TN
19 2 INHEF 5 %81,162,588,278% 51 &

ZEENFZEREARRT R GREERA TR
fR Z%1600,826,000/8 T Rk — ST NFRNB T
WERARAR —_ZE—FF+ - Ak 2 HKH
HETURABRLTBRIRG ZEE5) T
1,043,356,994 /% 2 5+ 5 °

RE L=
H iﬁf&*ﬁqz%fﬂfwﬁx%ﬁ%zﬁ % A%
T EA e -

—EEREBETNFZT_A=T—
0 2 bk

(Expressed in thousands of Hong Kong dollars)

The calculation of basic earnings per share and fully diluted earnings
per share for 2010 is based on earnings of HK$1,074,110,000 and the
weighted average number of 1,162,588,278 ordinary shares in issue
during 2010.

The calculation of basic earnings per share and fully diluted earnings
per share for 2009 is based on earnings of HK$600,826,000 and the
restated weighted average number of 1,043,356,994 ordinary shares in
issue during 2009 after adjusting for the effects of the rights issue of

the Company completed in December 2010.

The share options outstanding during the years ended 31 December
2010 and 31 December 2009 have no dilutive effect on the weighted

average number of ordinary shares.

£5 AT
Group Company

—E-Tf —EZETHhF Z—E-EFf CITTNF

2010 2009 2010 2009

Be RERITHES Cash and balances with banks 5,676,180 2,453,928 1,008,944 10,727

BANESER Money at call and short notice 3,064,943 7,999,438 7,066 7,062

8,741,123 10,453,366 1,016,010 17,789

—E-EF —ZTThF

5 Group 2010 2009
ERT—ZE+T=ZEAR Placements with banks maturing

EIHIRFER between one and twelve months 3,249,320 4,282,749
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RF|TEBBR R

(Expressed in thousands of Hong Kong dollars)

—E-BF _—TThEF
£H Group 2010 2009
FIEEERBENES Trading securities:
BERES Debt securities:
— BEEm — Listed in Hong Kong 781,231 1,051,938
— 3Lk - Unlisted 4,581,724 4,543,378
RBIEEBERANESEE Total trading securities 5,362,955 5,595,316
EENAAFEFEEEZEHTA Financial assets designated
?5 E’J%rgﬂﬁ? at fair value through profit or loss:
BESES Debt securities:
— BANINET - Listed outside Hong Kong 1,377 11,232
RIEEERSZNBESRIEENATEFZ Total trading securities and financial
BEZHFTAESNEREELT assets designated at fair value through
profit or loss 5,364,332 5,606,548
PIETEEBKESFANE Included within debt securities are:
BREERIEFEEREESF ZBRES — Government bonds included in
trading securities 5,354,258 5,570,751
— EMERKFESF — Other debt securities 10,074 35,797
5,364,332 5,606,548
RZE—ZERZTETNF+=ZA=+—H " £ As at 31 December 2010 and 2009, there were no certificates of deposit
MEBEHFRELERALEREREERE held included in the above balances of investments in debt securities.

FEEBERENESREENA T EFE8AE
it A ERN SR EEREITHRERR DA
T

Trading securities and financial assets designated at fair value through

profit or loss are analysed by categories of issuers as follows:

—B-%F C"TTIhF

£ Group 2010 2009
— RRFFMARRIRTT - Central governments and central banks 5,354,258 5,570,751
— REHE - Public sector entities 4,114 3,706
— RITREM S BEE - Banks and other financial institutions 4,583 20,859
— b - Corporate entities 1,377 11,232
5,364,332 5,606,548
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(Expressed in thousands of Hong Kong dollars)

RZZE—FF+_A=+T—AKRIHITEIAS The notional principal amounts of outstanding derivatives contracts and
K % B REQAFERAT : their fair values as of 31 December 2010 were as follows:
&8/
EESHE DFE
Contract/ Fair values
notional BE =L
£8 Group amount Assets Liabilities
1) HEEEREZITETR 1) Derivatives held for trading
a) JMELTAETAR a) Foreign exchange derivatives
EHRBHEEYD Forward and future contracts 49,623,010 264,539 (114,276)
B Currency swaps 189,434 = (21,773)
B A\ ROt i AN B Currency options purchased and written 389,362 1,225 (1,218)
b) FIELTETA b) Interest rate derivatives
FEHE Interest rate futures 8,161,965 533 (4,992)
) & 4= 2 Interest rate swaps 5,858,913 18,595 (142,617)
c) ERMITETA c) Equity derivatives
BB Rk R A M A Equity options purchased and written 2,809 43 (43)
BEEER®ZITETA Total derivative assets/(liabilities)
BE/ (AR &&f held for trading 64,225,493 284,935 (284,919)
2) ?%ME%WLZ@T;IQ 2) Derivatives held for hedging
a) IEEULTFEH a) Derivatives designated as fair value hedges
Z wifI A
7| R 4= 2 Interest rate swaps 14,132,574 149,620  (1,000,466)
FEERRB2ITETA Total derivative assets/(liabilities)
BE/ (AF) A held for hedging 14,132,574 149,620  (1,000,466)
3) e EAAFEIEL R 3) Derivatives not qualified as hedges for accounting
R - BEEENAFE purposes but which are managed in conjunction
STEEHEEFABEN with the financial instruments designated at
CRIAE—RERE fair value through profit or loss
ZITETAR
Bk Currency swaps 395,603 112,779 =
F =I5 5 Interest rate swaps 1,235,995 76,880 =
IEEEH AR ZTETA Total derivative assets not
BESF qualified as hedges 1,631,598 189,659 =
ERRZITESMIA Total recognised derivative financial
BE/ (AR &5 assets/(liabilities) 79,989,665 624,214 (1,285,385)
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R-ZBZENFT-_A=+—BARIBMITLETAS

HWzBBEAREREQFEDT ¢

(Expressed in thousands of Hong Kong dollars)

RFRITEBBR A A

The notional principal amounts of outstanding derivatives contracts and

their fair values as of 31 December 2009 were as follows:

&8/
EELH DFE
Contract/ Fair values
notional BE =L
58 Group amount Assets Liabilities
1) FEEERGEZITETA 1) Derivatives held for trading
a) JMEPTAETR a) Foreign exchange derivatives
EHRBEEH Forward and future contracts 72,533,088 231,805 (105,511)
B Currency swaps 464,225 3,525 (47,588)
BB\ R AN HR 4 Currency options purchased and written 1,378,430 1,660 (1,639)
b) F|E{TETA b) Interest rate derivatives
FEHE Interest rate futures = = =
) & 4= H Interest rate swaps 8,764,261 62,674 (149,351)
c) BEmMITETA c) Equity derivatives
B\ RO i 2 1 R Equity options purchased and written 66,449 531 (531)
FIEEEARBRZITETR Total derivative assets/(liabilities) held for
BE/ (B &5 trading 83,206,453 300,195 (304,620)
2) FHEEHRABRZITETA 2) Derivatives held for hedging
a) EEURFEH T a) Derivatives designated as fair value hedges
ZITHETA
) & 45 2 Interest rate swaps 11,688,807 130,395 (909,114)
FEE AR 2 ITETA Total derivative assets/(liabilities) held for
L&/ (AR &5 hedging 11,688,807 130,395 (909,114)
3) HEHEANFAIELR 3) Derivatives not qualified as hedges for accounting
R#% - BEEFENATE purposes but which are managed in conjunction
SrEHEEEHABEMN with the financial instruments designated
CRIAE—RERE at fair value through profit or loss
ZITETA
Bk Currency swaps 448,815 66,392 =
Rl & d Hf Interest rate swaps 1,233,235 91,796 =
IEEEH AR ZTETA Total derivative assets not qualified as
BESF hedges 1,682,050 158,188 -
ERRZITEERIA Total recognised derivative financial
LE/ (AfE) A5 assets/(liabilities) 96,577,310 588,778 (1,213,734)

The effect of valid bilateral netting agreements has been taken into

account in disclosing the fair value of derivatives.



DAH SING BANKING GROUP LIMITED
k7 & 2y
SRR M5t
(AB®E T ThL57R)
PR BEEERERGE RATAREET L2

BEFRBER IR EZEERBRINAEN
SRR INEREE - 2500

(Expressed in thousands of Hong Kong dollars)

The credit risk weighted amounts of the above off-balance sheet
exposures calculated under Basel Il basis and without taking into
account the effect of bilateral netting arrangement that the Group

entered into, are as follows:

—®-BF C—TINF

£H Group 2010 2009

PTETE Derivatives
MERE L Exchange rate contracts 417,812 460,239
F=EEH Interest rate contracts 155,217 200,384
Hiha# Other contracts 92 1,979
573,121 662,602

HETAEZANBBEERERNS
B U ARRERBREE -

HEHARR

JH*

EERRNEHBELI2EZESERFEH Z(R
TRERN)RADMAE 2B FAEABEZH
BRABFRZHEFREBENINHPBEME

R TER G RRIE T N 2. 95 55 o

NS B R A DA R SR B =X 2 2 T 3 A SR 4 e

PREERREUGRIBLER 2 FHKRE - AJHH
EEBEAREEITABEZHBORETERAR -
¥ T B 2 518 5154,709,0008 T (ZZEZ 1
4 Ygz££331,400,000587T) © 1A B FEAG Y
SRR 2 Y25 496,089,000/ 7 (T NAF : H
1873391,876,000/57T) ° LLFEZEE 25 R
82 [AATEEH HHNEBEER T A FEE]
ﬁq °

The contract amounts of these instruments indicate the volume of
transactions outstanding as at the end of the reporting period, they do

not represent the amounts at risk.

The credit risk weighted amounts are the amounts that have been
calculated with reference to the Banking (Capital) Rules issued by the
HKMA. The amounts calculated are dependent upon the status of the

counterparty and the maturity characteristics of each type of contract.

The hedging practices and accounting treatment are disclosed in Note
2.9.

The Group hedges a portion of its existing interest rate risk in
investments in securities included in the loans and receivables category,
available-for-sale debt securities and issued liabilities by fair value
hedges in the form of interest rate swap. The losses on the hedging
instruments were HK$154,709,000 (2009: gains of HK$331,400,000).
The gains on the hedged item attributable to the hedged risk were
HK$96,089,000 (2009: a loss of HK$391,876,000). The net impact is
disclosed in “Net loss arising from financial instruments subject to fair

value hedge” in Note 8.
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(Expressed in thousands of Hong Kong dollars)

—E-BF —TTHE
-4 Group 2010 2009
EAER KB Loans and advances to individuals
- EAKR — Credit cards 3,793,409 3,289,460
— RIBE R — Mortgages 21,904,593 18,972,569
— Hfth - Others 3,945,998 3,283,575
TEERRBK Loans and advances to corporate entities
- EHER — Term loans 17,630,333 11,317,643
— RIBER — Mortgages 10,523,436 8,088,435
— BE5mE - Trade finance 4,548,252 3,281,532
— Hfh — Others 10,402,967 8,931,945
XEERBRTE Gross advances to customers 72,748,988 57,165,159
IRITER AR Gross advances to banks - 150,000
72,748,988 57,315,159
H fth & £ (FT3E36) Other assets (Note 36) 2,024,277 1,544,674
kR - BEERE Less: Impairment allowances
— fERBIFEE — Individually assessed (92,044) (317,017)
— BREFE - Collectively assessed (303,693) (358,212)
(395,737) (675,229)
BREEER K ERZIELER Investments in securities included
2 B E (M5E26) in the loans and receivables category
(Note 26) 7,717,760 8,799,348
ZHEEREEMERB Advances and other accounts 82,095,288 66,983,952

LR EREEDEE 5 E5849,125,000745 7T
—ET N : 348,026,000/ ) ©

Included in gross advances to customers above are trade bills of

HK$849,125,000 (2009: HK$348,026,000).
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#*

(Expressed in thousands of Hong Kong dollars)

advances to customers

B R — 18 BT,
Impairment allowances
- Individual assessment

Reconciliation of allowance account for losses on loans and

RIBEXN Hity

Ax

=N

58 Group Mortgages Others Total
BABRRBFHMELEE2®E  Movement in impairment allowances on loans

and advances to individuals
“ETNF-A—BHER Balance at 1 January 2009 3,927 3,238 7,165
VEREYEAEEE Impairment losses reversed (1,793) (284) (2,077
R EBRETMEE Loans written off as uncollectible (1,983) (1,500) (3,483)
WEE R EFEME 2 ER Recoveries of advances written off in previous years 1,594 823 2,417
LB 2 T IR (B 0 Unwind of discount on allowance 91) = 91)
—EENFF+ZR=+—H At 31 December 2009 1,654 2,277 3,931
I e =0} 7123 Balance at 1 January 2010 1,654 2,277 3,931
BB 518 [ Impairment losses reversed (2,061) (644) (2,705)
REEEEETM TR Loans written off as uncollectible (273) (1,811) (2,084)
WEEREEMBEZER Recoveries of advances written off in previous years 1,485 772 2,257
—E-ZF+=ZA=+-—H At 31 December 2010 805 594 1,399

AEEE - GETMh
Impairment allowances
- Collective assessment
ER+ RBEN Ht &%

58 Group Credit cards Mortgages Others Total
BAEREBRFHELEE 22T  Movement in impairment allowances

on loans and advances to

individuals
“EENF-A—HHOEH Balance at 1 January 2009 39,464 2,985 80,794 123,243
FEBERE Impairment losses charged 117,446 192 268 117,906
RELEBEETMEE Loans written off as uncollectible (135,833) = (76,612) (212,445)
WEBREEREZER Recoveries of advances written off

in previous years 13,968 - 40,115 54,083
BE 5 38 B Exchange adjustments - - ) 0
—ETNFF+ZA=+—H At 31 December 2009 35,045 3,177 44,564 82,786
“E-ZF-A—HNER Balance at 1 January 2010 35,045 3,177 44,564 82,786
BB Impairment losses charged 50,067 2,382 3,193 55,642
REEEEETIMHEE Loans written off as uncollectible (73,378) - (46,163) (119,541)
WEEREFMEZER Recoveries of advances written off

in previous years 14,326 - 34,433 48,759
B 3, o H At Exchange and other adjustments (449) = (564) (1,013)
—E-EF+=A=+-H At 31 December 2010 25,611 5,559 35,463 66,633
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(Expressed in thousands of Hong Kong dollars)

(H) &5 83k B Bk 2 Jis 18 4 A W JE SR (@) Reconciliation of allowance account for losses on loans and

% ()

advances to customers (Continued)

BB — {8 BT

Impairment allowances - Individual assessment

EHEN BEZME
Term REER Trade Hith =Ei
£8 Group loans Mortgages finance Others Total
LEERRBH Movement in impairment
HEEEZ22S allowances on loans and

advances to corporate entities
—ZENF-A—BHE Balance at 1 January 2009 87,200 25,824 202,417 228,303 543,744
HEBERE (B8) Impairment losses

charged/(reversed) 6,009 (10,159) 23,725 158,279 177,854
REEEEERMHE Loans written off as uncollectible (42,019) (12,055) (181,997) (165,164) (401,235)
W EE R EFEMEER Recoveries of advances written

off in previous years 1,513 470 3,452 1,989 7,424
BB ZE BT (B Unwind of discount on allowance (760) (236) (1,735) (12,607) (15,338)
fE 5 8 Exchange adjustments @) - = = )
—EENFF+_A=+—H At 31 December 2009 51,941 3,844 45,862 210,800 312,447
—E-ZE-F—HNEH Balance at 1 January 2010 51,941 3,844 45,862 210,800 312,447
HEEE (E#) /1R #& Impairment losses

(reversed)/charged (5,300) (3,294) 6,651 6,204 4,261
REEEEEFTMIERE Loans written off as uncollectible (39,491) - (33,332) (173,218) (246,041)
WEBREFHEZER Recoveries of advances written

off in previous years 3,591 266 2,354 12,935 19,146
fE 5 8 Exchange adjustments 193 - - - 193
“Z-ZH+-HA=+—H  At31December 2010 10,934 816 21,535 56,721 90,006

HEERE-RETG
Impairment allowances - Collective assessment
EHEN BEZME
Term RBER Trade Hit =i
58 Group loans Mortgages finance Others Total
LEERRBH Movement in impairment
HEEEZ2E allowances on loans and

advances to corporate entities
“EZENF—F—HH%E#H  Balance at 1 January 2009 17,194 20,141 14,486 123,581 175,402
BEEERE Impairment losses charged 16,484 46,229 14,724 37,805 115,242
RELEBERMHTE Loans written off as uncollectible - - - (15,373) (15,379)
—EEANF+-_A=1+—H At 31 December 2009 33,678 66,370 29,210 146,013 275,271
—E-EF— ﬂ HE##  Balance at 1 January 2010 33,678 66,370 29,210 146,013 275,271
AR (E#) 12 #& Impairment losses

(reversed)/charged (831) (8,248) 4,488 (31,130) (35,721)
REEERETMERE Loans written off as uncollectible - - - (3,597) (3,597)
W Bl B AT s 2 5 Recoveries of advances written

off in previous years - - - 32 32
PE 5 R H At & Exchange and other adjustments 29 - 2 1,044 1,075
“E-ZH5+-A=1+—H At 31 December 2010 32,876 58,122 33,700 112,362 237,060
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(&) SA7 sk S Bk - e MERH A B A 3L At

(Expressed in thousands of Hong Kong dollars)

(b) Reconciliation of allowance account for losses on loans and

MR T = e 48 1 5 HR TE S AR 3R advances to banks, and accrued interest and other accounts

BB 2 - BB 2 -

HEFT 18 B F

Impairment Impairment

allowances - allowances -

Collective Individual

as nent as nent

FESHFI 2 F0

RITER HhfRE

& EN Accrued

Loans and interest and

advances to other

5 Group banks accounts
RITERRER > REGFRSMERE Movement in impairment allowances

HEEE2EH on loans and advances to banks, and
accrued interest and other accounts

ZTENF-—A—BNER Balance at 1 January 2009 = =

VEREY R Impairment losses charged 155 639

—EENFF+ZA=1T—H At 31 December 2009 155 639

—E-ETF-A—HNEH Balance at 1 January 2010 155 639

BB 5 18 =] Impairment losses reversed (155) -

—E-ZF+-A=+—H At 31 December 2010 - 639
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(W) BAG7EF P Bk J Bk 2 b L 15 HE
R

RFRITEBBR A A

(Expressed in thousands of Hong Kong dollars)

(c) Loans and advances to customers include finance lease

receivables as follows:

—g-8F —TENF
S Group 2010 2009
BREEMERE c EIARES Gross investment in finance lease
receivable:
—F R Not later than 1 year 2,083,170 2,611,281
—FUAEERF Later than 1 year and not later than
5 years 2,699,269 2,173,340
AFEMNUE Later than 5 years 3,126,173 2,492,189
7,908,612 7,276,810
BEMRE 2 KRR @& WA Unearned future finance income on
finance leases (1,010,590) (986,264)
BEREREFRE Net investment in finance leases 6,898,022 6,290,546
BMEREREFEHABR 2HTAT ¢ The net investment in finance leases is
analysed as follows:
—F AR Not later than 1 year 1,832,581 2,378,059
—FNAEERSF Later than 1 year and not later than
5 years 2,373,546 1,873,643
AFRE Later than 5 years 2,691,895 2,038,844
6,898,022 6,290,546

REZ-ZTF+-_A=+—H Liln@EEE
REBBENREEERNBEE(CTTENF
) -

T TFEF+ A=+ HZAEBEFURESE
BEREATAWE e SRR IEHEE
& & /& 42,550,0008 T (Z T T N F
203,069,000 7T) ©

There is no unguaranteed residual value included in the gross

investment in finance lease above as at 31 December 2010 (2009: Nil).

The allowance for uncollectible finance lease receivables included in

the impairment allowances as at 31 December 2010 of the Group

amounted to HK$42,550,000 (2009: HK$203,069,000).
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(Expressed in thousands of Hong Kong dollars)

—E-ZEF —ETNhEF
£8 Group 2010 2009
AAHEEEAIEFTDECERFRE Investments in securities reclassified
from the available-for-sale category
- R F R E R A AR — At fair value under
fair value hedge
(for hedging interest rate risk) 5,289,027 6,509,995
- RS AR AR - At amortised cost 2,080,910 1,989,010
7,369,937 8,499,005
1E Bl k(B 224 Individual impairment allowances (78,221) (1,893)
7,291,716 8,497,112
KRR ERF D EAER Investments in securities classified
REWHRIBE BEHEE as loan and receivables
upon initial recognition 426,044 302,236
7,717,760 8,799,348

EmZERREEENH—ERN =S -2 F+=
A =+—HAKMEE596,672,0008 T (ZEZ 1,
¢ 102,758,000/57T) 2 #EHF IR A METIR - %A
BREE-_ZTAE+ A=+ ABRHITAD
ERIRE - RHBEEFIRE  AEEWERGIK
R e

Individual impairment allowances are maintained in respect of an

investment in debt security with a carrying value of HK$96,672,000 as
at 31 December 2010 (2009: HK$102,758,000) which has been

assessed as individually impaired since 31 December 2009. No

collateral is held by the Group in respect of this investment security.
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BEEERKERFRIBERN 2 FZHFIRE ST
™

RFRITEBBR A A

(Expressed in thousands of Hong Kong dollars)

Investments in securities included in the loans and receivables category

are analysed as follows:

—®-BF C—TEINF

£8 Group 2010 2009
BISES Debt securities:
-BELE™M — Listed in Hong Kong 737,579 945,484
- BB TR — Listed outside Hong Kong 6,522,236 6,319,540
-3E kT - Unlisted 536,166 1,536,217

Mk - ERIRIEERE

EHEHZTE
W-E-FER-FEAFT-AS+-A E

MEBEFREBHAL EBERBFNE °

BREERMERFIBRN ZESFRE
BBETRBRANSTAT

- RITRE M S R
-bx

7,795,981 8,801,241

Less: individual

impairment allowances (78,221) (1,893)

7,717,760 8,799,348

Market value of listed securities 6,636,402 6,415,120

As at 31 December 2010 and 2009, there were no certificates of deposit
held included in the above balances of investments in debts securities.

Investments in securities included
in the loans and receivables
category are analysed
by categories of
issuers as follows:
— Banks and other financial institutions 4,127,967 4,729,417
— Corporate entities 3,668,014 4,071,824

7,795,981 8,801,241
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(Expressed in thousands of Hong Kong dollars)

—E-BF —TTHE
-4 Group 2010 2009
BIEES Debt securities:
-BELE™M - Listed in Hong Kong 5,759,973 381,931
- BB T — Listed outside Hong Kong 5,288,174 4,298,062
-3t — Unlisted 5,968,831 7,231,327
17,016,978 11,911,320
S EES Equity securities:
-BEEM — Listed in Hong Kong 867 646
- BB LA T - Listed outside Hong Kong 80,019 70,804
-3t - Unlisted 127,798 103,408
208,684 174,858
Al E AR Total available-for-sale securities 17,225,662 12,086,178
BREEERES Included within debt securities are:
- FAENTRE — Certificates of deposit held 47,205 =
- EE =5 - Other debt securities 16,969,773 11,911,320
17,016,978 11,911,320
AHEEES Available-for-sale securities are
RETHBENSTAT analysed by categories of issuers
as follows:
- PRI A A RERTT — Central governments and central
banks 9,530,291 2,841,211
- NEHE - Public sector entities 88,278 426,487
- RITREME REE — Banks and other financial institutions 3,221,041 4,585,024
-1 - Corporate entities 4,384,524 4,231,928
- HAh — Others 1,528 1,528
17,225,662 12,086,178
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RHFBITEEER AR

(Expressed in thousands of Hong Kong dollars)

—g-%F -—TTh&

-4 Group 2010 2009
BISES Debt securities

-BELE® - Listed in Hong Kong 193,973 193,414

- BB ETH — Listed outside Hong Kong 6,643,580 6,114,930

-JELE — Unlisted 2,039,019 2,290,064

8,876,572 8,598,408

twmEAHRZTE Market value of listed securities 6,641,001 5,846,622

As at 31 December 2010 and 2009, there were no certificates of deposit

P-BER-FENE=A=tF
527 a%%ﬁﬁm%o

BBETRBEAOTWT
- PREBUT K RERTT

- DB
- BAREME
- ¥

RS

R-Z-—ZF  AEEYESSREERTHE
ERREH D BERERREYPFIBER - R=F
TNF  AEBNAHEEEFANET D EKR
[H {8 4258 1,640,590,000/% 7T % 3,259,762,000/%
T AR ERH D B AR R M EUGRIAE R &
2R HER

m

ERERT 2 FEARTHEERRRERHE
ARERRERZEERN SREE  ZEEFH
BrzemEER—_T—TF+-_A=+—HZA
FE RIREES 5 46,765,133,0008 T (=T F
N+ 7,468,889,000/%5 7T) }27,369,937,000/% 70
(ZEZT A4 : 8,499,005,000/ 7T) °

p]

3

WEBFZFERATERGSRMEENLATHEDESR
AFREFTAEABEFRREKRGKIBLER - BlfEfEsS
BRIz EfhEE K1 N1512,760,0008 T (=&
T4 ¢ 1#8)0949,482,000%7T) ©

held included in the above balances of investments in debt securities.

Held-to-maturity securities are
analysed by issuer as follows:
— Central governments and central

banks 1,494,925 1,100,627

— Public sector entities 193,973 193,414
— Banks and other financial institutions 4,911,485 5,178,356
— Corporate entities 2,276,189 2,126,011
8,876,572 8,598,408

During 2010, the Group did not reclassify any financial assets out of
the available-for-sale category into the loans and receivables category.
In 2009, available-for-sale securities with a total carrying value at the
time of reclassification of HK$1,640,590,000 and HK$3,259,762,000
were reclassified out of the available-for-sale category into the loans
and receivables category and the held-to-maturity category

respectively.

In relation to the financial assets reclassified from the available-for-sale
category into the loans and receivables category in prior years, the fair
value and carrying value of these reclassified financial assets as at 31
December 2010 were HK$6,765,133,000 (2009: HK$7,468,889,000) and
HK$7,369,937,000 (2009: HK$8,499,005,000) respectively.

If reclassification of financial assets from the available-for-sale category
into the loans and receivables category in prior years had not taken
place, the revaluation deficit in equity would have been HK$512,760,000
higher (2009: HK$949,482,000 higher).
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(Expressed in thousands of Hong Kong dollars)

—-BF _—TTAF

568 Group 2010 2009
EHEEFE Share of net assets 1,214,168 954,634
EES Goodwill 344,623 344,623
i Total 1,558,791 1,299,257
—®-®E —TITNE

58 Group 2010 2009
—H—H At 1 January 1,299,257 1,132,461
FEIEBRTR B4 Share of results, net of tax 249,001 195,770
R BREESHHER Share of investment revaluation

reserve, net of tax (4,259) (6,784)
B UL B Dividend received (25,496) (22,950)
ERER Exchange differences 40,288 760
+=-—A=+—H At 31 December 1,558,791 1,299,257
RZE—ZERZTETNFTA=1+—HZH The following is the key information relating to the associate as at
ERRZEFEBRHMT : 31 December 2010 and 2009:

o R e it B FEEK FhERBE D
£18 Place of incorporation Principal Percentage of interest in
Name and operation activities ownership
BERTT REE AR AR RIT 20%
Bank of Chongqging People’s Republic of China Banking
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(Expressed in thousands of Hong Kong dollars)

—E-EF _—ZTThE

£E= Group 2010 2009
JEETRRG  RAA Unlisted shares, at cost 20,000 20,000
BERT —HRAEGEE Loan to a jointly controlled entity 24,714 33,286
44,714 53,286

FE(R U B 18 (R 1 Share of post-acquisition reserves 15,534 7,505
60,248 60,791

RIE-—ZTE+-_A=+—BrHkREREED

=L

Name

i ith 25
Place of
incorporation

The following are the jointly controlled entities as at 31 December 2010:

HHEEEZAD L

FTEEBRLE 1T
Principal activities and
place of operation

Percentage of

effective interest

in ownership

SR E R A R A 7 B KEZR - BE
Bank Consortium Holding Limited Hong Kong Investment holding, Hong Kong
IREEFEARA A e RIEAMERAKRSEN
Bank Consortium Trust Company Limited Hong Kong ZREARE - BB

RE BRI A R A Bl 2 #E s T B A RIK
FIRTTRA - MIRBEEAR R AIRBHEARA
BARZZEKBAT -

ERTARZGHERERSEERN  UR—RER
EEI S G

Trustee and custodian services
for retirement fund schemes,
Hong Kong

13.333%

13.333%

The Group’s interest in Bank Consortium Holding Limited is held by

DSB, a subsidiary of the Company. Bank Consortium Trust Company

Limited is a wholly owned subsidiary of Bank Consortium Holding

Limited.

The loan to a jointly controlled entity is secured and is extended based

on normal commercial terms.

—B-%F C"TTIhF

AT Company 2010 2009
FEEMARG - KA Unlisted shares, at cost 4,450,282 4,450,282
A N NGRS Amounts due from subsidiaries 100,792 100,411
4,551,074 4,550,693

FEYH B A B 2 ORI BEER - RS RIEER

ymm h
=K °

The amounts due from subsidiaries are unsecured, interest free and

repayable on demand.
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(Expressed in thousands of Hong Kong dollars)

The following is a list of the Company’s subsidiaries as at 31 December

AT : 2010:
FRiERBBE AL
Percentage of shares held
e B BRTEBRRA
ARER TEEHR Place of HiE %  Particulars of issued
Name of company Principal activity incorporation Directly Indirectly  ordinary share capital
AFRITERDA ®’17 B
Dah Sing Bank, Limited Banking Hong Kong 100% - HK$3,600,000,000
LRRITERLDA 17 BB
MEVAS Bank Limited Banking Hong Kong 100% - HK$400,000,000
NERE RBRAES
Channel Winner Limited Property Investment British Virgin Islands 100% = US$1
AFHBERAA TEex BE
Dah Sing Finance Limited Dormant Hong Kong 100% - HK$25,000,000
NERE EBELES
South Development Limited Property Investment British Virgin Islands 100% — US$1
EEe® RBRAES
Yield Rich Group Limited Dormant British Virgin Islands 100% - US$1
REZK BRE
D.A.H. Holdings Limited Investment holding Bermuda 75.5% - US$1,000,000
AERT (RE) BERAA R17 HEARAME
Dah Sing Bank (China) Limited Banking People’s Republic of China - 100% RMB1,000,000,000
REEERTRO BB AR ®17 RF
Banco Comercial de Macau, S.A. Banking Macau - 100% MOP225,000,000
AHERERERAA NERE B
Dah Sing Computer Systems Limited Property investment Hong Kong - 100% HK$20
AFRBRERER R &R BB
Dah Sing Insurance Brokers Limited Insurance broking Hong Kong - 100% HK$200,000
EEe® RBRIHS
DSLI (1) Limited Dormant British Virgin Islands - 100% US$1
BE EEBRAHS
Dah Sing MTN Financing Limited Financing British Virgin Islands - 100% US$1
AFEEERDA KB AR BB
Dah Sing Nominees Limited Nominee services Hong Kong - 100% HK$100,000
REZK BE
Dah Sing Properties Limited Investment holding Hong Kong = 100% HK$10,000
TEex EEBRAHS
Dah Sing SAR Financing Limited Dormant British Virgin Islands - 100% US$1
REZR BB
DSB BCM (1) Limited Investment holding Hong Kong — 100% HK$1
REZK BE
DSB BCM (2) Limited Investment holding Hong Kong - 100% HK$1
AEFERDA EHHEE BE
Dah Sing Securities Limited Securities dealing Hong Kong - 100% HK$10,000,000
B AR BB
MEVAS Nominees Limited Nominee services Hong Kong — 100% HK$50,000
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(Expressed in thousands of Hong Kong dollars)

FRiERBBEAL
Percentage of shares held

s B BRTEERRA

AFEE TEEH Place of HE M  Particulars of issued

Name of company Principal activity incorporation Directly Indirectly  ordinary share capital
RREHE (BE) FRAH Eex B

Pacific Finance (Hong Kong) Limited Inactive Hong Kong - 100% HK$450,000,000
TEe® RBELES

Shinning Bloom Investments Limited Dormant British Virgin Islands - 100% US$1
HEREERLA WERE BB

Vanishing Border Investment Services Property investment Hong Kong - 100% HK$20

Limited

®17 RERS

D.A.H. Hambros Bank (Channel Islands) ~ Banking Guernsey — 75.5% US$8,000,000

Limited

NERE EBELES

Cycle Chance Limited Property investment British Virgin Islands 100% — us$2
NERE EBELES

Dragon Tiger Limited Property investment British Virgin Islands 100% - us$2
NERE EBELES

Estoril Court Limited Property investment British Virgin Islands 100% - us$2
NERE EBELES

Grandmart Investments Limited Property investment British Virgin Islands 100% - Us$2
FNBERERAA NERE BB

Modern World Holdings Limited Property investment Hong Kong 100% - HK$1
MNBEEEERAR NERE BB

Modern Bright Hong Kong Limited Property investment Hong Kong 100% - HK$1
NERE EBEAHE

River Long Limited Property investment British Virgin Islands 100% - Us$2
NERE EBRAHE

Skill Sino Limited Property investment British Virgin Islands 100% - Us$2
HEFRRA NERE EBRAHE

Solar China Limited Property investment British Virgin Islands 100% - us$2
NERE EBEAHE

Talent Union Holding Limited Property investment British Virgin Islands 100% - Us$2
NERE EBRAHS

Well Idea Enterprises Limited Property investment British Virgin Islands 100% - US$1

BRARFIRITERDARARBERARIN

EatFr

Except for Dah Sing Bank, Limited which is a public limited company,

BRBHBFARB AR EE AN 7 K
¥ HERBBEFEEMAKILZIARRERE
e

¥ D. A. H. Hambros Bank (Channel Islands)
Limited - AFrER7T (FE) AR QA - RPIE R
AR R F K 5B AN M B SZ B9 A
RSN - B AR EBRBLKE ©

ARFRIT (P E) BRAFAR-ZZNFLAES
BAM MK - ERIEFEARKMBEZEZR
At RERAR] (EHaE  FEIRMAZD
EHE) °

all the above companies are private companies, or, if incorporated
outside Hong Kong, have substantially the same characteristics as a

Hong Kong incorporated private company.

Except for D.A.H. Hambros Bank (Channel Islands) Limited, Dah Sing
Bank (China) Limited, Banco Comercial de Macau, S.A., and companies
incorporated outside Hong Kong specified above, all other companies

operate in Hong Kong.

Dah Sing Bank (China) Limited was incorporated in Mainland China in
July 2008. It is registered as “Limited liability company (solely funded
by Taiwan, Hong Kong or Macau corporate body)” under the laws of

the People’s Republic of China.
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(AB BT A7) (Expressed in thousands of Hong Kong dollars)
BUER  EFBR
&8  EBVEE  BVEE
BREE Core  Customer Gk
#E  Contract deposit  relationship Trade Bt
£E Group Goodwill intangibles intangibles intangibles name Total
KA Cost
ZZ-25-A-BRk At 1 January 2010 and
“Z-ZF+-A=1-H at 31 December 2010 811,690 26,499 80,583 40,777 58,252 1,017,801
2RHE/ S Accumulated impairment/amortisation
—2-ZF-f—H At 1 January 2010 - 26,499 54,229 14,951 - 95,679
FRXH (FE10) Charge for the year (Note 10) - - 16,753 5,243 - 21,996
—E-2£+-f=+-H At 31 December 2010 - 26,499 70,082 20,194 - 117675
REE Carrying value
“E-ZF+-f=1-H At 31 December 2010 811,690 - 9,601 20,583 58,252 900,126
BLER  BEPEBE
&4  EBRAE  BWEE
BREE Core  Customer 5k
BE Contract deposit  relationship Trade Bit
1] Group Goodwill  intangibles intangibles intangibles name Total
XA Cost
ZZENE-R-BR At 1 January 2009 and
“EENE+-A=1-H at 31 December 2009 811,690 26,499 80,583 40,777 58,252 1,017,801
2RRE/ Accumulated impairment/amortisation
“ZZNE-F—H At 1 January 2009 - 23,943 45,293 10,000 - 79,236
ERXI (HE10) Charge for the year (Note 10) - 2,556 8,936 4,951 - 16,443
“ZENE+-A=1-H At 31 December 2009 - 26,499 54,229 14,951 - 95,679
REE Carrying value
“EENE+-A=1—H At 31 December 2009 811,690 - 26,354 25,826 58,252 922,122
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ERAHRZEBEVEERRALN  RUEREE
FRREVEESARBERERENTRE S
TEZARFHEE - ARAREAERYTES
FRAERBERE B RIAKATIRR RIEREERES
= o

BESEERTREEMEREBDHEERHAL
REeEABM (MREELBEM]) UERERE -
TREABREHEZ S

RHFBITEEER AR

(Expressed in thousands of Hong Kong dollars)

Intangible assets of finite life include contract intangibles, core deposit
intangible and customer relationship intangibles, and are amortised over
their useful life ranging from 5 to 12 years using a diminishing balance
method. Trade name is carried as an asset of indefinite life and is tested
annually for impairment losses. It is carried at cost less accumulated

impairment loss.

Goodwill is allocated to the Group’s cash-generating units (“CGU”)
identified according to geographical area of operation and business
segment for impairment losses assessment. A summary of goodwill

allocation is presented below.

“EEAETZA=1+-HK
—2-2Ft=A=1-R
As at 31 December 2009 and 31 December 2010

[EESiSh 8 AR 1T
Commercial Personal B & 5% &5t
£8 Group Banking Banking Treasury Total
BB Hong Kong 196,478 122,189 = 318,667
R P Macau 199,140 260,408 33,475 493,023
395,618 382,597 33,475 811,690

EFEYEERABERARIBREESER (CET
NE: &) -

EEESFERENS  BHREAEZEAE
EMEEcHSELEMALEIREEE - xaTHE
AEmEBEABRRES - AP EE 2 ERE
e BAEE F R R29% H R % A F AR EK
R FTERCARENBEERANEE 2 EARA
IHEF198812.59% (T ZNEF : 11.04%) °

ESREEETORENFATER2RABEBER
5 2. 3%%1 Al B IR R & LA BT 81 2 78R Uk
A BUAEEF#ERR29%HE B FE A FIUEEK
R FTEAZAEERAB1259% (ZTTNF ¢
11.04%) THREE R ANE B 2 & B A N #E T 15
o

No impairment loss on goodwill and trade names are identified in the
year (2009: Nil).

Impairment testing in respect of goodwill is performed annually by
comparing the recoverable amount of CGU determined based on value
in use calculation. The calculations use cash flow projections prepared
by the Senior Management in the medium-term plan, and in perpetuity
with 2% constant growth rate after the fifth year. The discount rate
used is based on the Group’s weighted average cost of capital at
12.59% (2009: 11.04%).

For trade name, impairment testing is performed annually using pre-
tax royalty rates of 3% with reference to similar business services
transactions, projected revenue in the medium-term plan, and in
perpetuity with 2% constant growth after the fifth year. The discount
rate of 12.59% (2009: 11.04%) used is based on the Group’s weighted

average cost of capital.
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(Expressed in thousands of Hong Kong dollars)

&
RERARE
Furniture
equipment,
TE and motor &%
&M@ Group Premises vehicles Total
BE-EZNF+-A=+—HLEE Year ended 31 December 2009
FHREFE Opening net book amount 1,512,084 154,415 1,666,499
g Additions - 59,662 59,662
ERnyad s Revaluation surplus 326,407 - 326,407
FETEE-HRERR Recovery of previous revaluation
deficits 1,453 - 1,453
HE Disposals (3,968) (2,202) (6,170)
FrE W (FtE10) Depreciation charge (Note 10) (45,424) (52,247) (97,671)
FRIEAFE Closing net book amount 1,790,552 159,628 1,950,180
—EBNFE+ZA=+—H At 31 December 2009
A/ fa A Cost/valuation 1,790,743 416,118 2,206,861
RIBME Accumulated depreciation (191) (256,490) (256,681)
IREFEE Net book amount 1,790,552 159,628 1,950,180
BE-_Z-ZF+-A=+—-HLEE Year ended 31 December 2010
FHEDFE Opening net book amount 1,790,552 159,628 1,950,180
g Additions 63,201 94,140 157,341
ERnyad s Revaluation surplus 436,341 - 436,341
EfREERKEER Revaluation deficits taken to
income statement (161) - (161)
ENDBEREMERTE Reclassification from investment
properties to premises 101,161 - 101,161
HE Disposals (99,347) (15,077) (114,424)
wEZH (FEE10) Depreciation charge (Note 10) (55,852) (56,247) (112,099)
FRIEEFE Closing net book amount 2,235,895 182,444 2,418,339
—E-ZF+-H=1+—H At 31 December 2010
A/ {5 {B Cost/valuation 2,236,149 467,740 2,703,889
2BHE Accumulated depreciation (254) (285,296) (285,550)
IRERE Net book amount 2,235,895 182,444 2,418,339
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AEBTERN<HMER-"T—ZTF+_A=+
— BT o WM RB L EXHIAEMME — K
FRESN (HFEREXBRER) BRAR GRURE
B K NZWE) RE—RFR A CRM)
BRAR GMIRPIZ ) B RRm S EEE
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WITERBEERAEZELE R - ESBAT ¢
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(Expressed in thousands of Hong Kong dollars)

The Group’s premises were last revalued at 31 December 2010.

Valuations were made on the basis of open market value by

independent, professionally qualified valuer Savills (Valuation and

Professional Services) Limited for premises in Hong Kong and Mainland

China, and by Savills (Macau) Limited for premises in Macau.

If premises were stated on the historical cost basis, the amounts would

be as follows:
—E-BF —ZTTHE
£H8 Group 2010 2009
BN Cost 851,413 1,016,360
2EE Accumulated depreciation (165,117) (166,898)
BREFE Net book amount 686,296 849,462

RtTZA=+—8  TEREBEEEEZKA

At 31 December, the cost or valuation of premises and other fixed assets

SHEITWT : is as follows:
£ Group
&AW -
BRERRE
Furniture,
equipment
TE and motor B
—E-ZF 2010 Premises vehicles Total
RRA At cost 435 467,740 468,175
BHEE-—Z—ZF At valuation — 2010 2,235,714 - 2,235,714
2,236,149 467,740 2,703,889
R
BERAE
Furniture,
equipment
TE and motor A&t
—ETNEF 2009 Premises vehicles Total
R A At cost 422 416,118 416,540
BEE-ZEENEFE At valuation - 2009 1,790,321 - 1,790,321
1,790,743 416,118 2,206,861
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(Expressed in thousands of Hong Kong dollars)

TEZEREEDFERE The net book value of premises comprises:
—E-BE _—TThEF
] Group 2010 2009
TR e Leaseholds
EBEBFAZH ALY Held in Hong Kong on medium-term
(E+ERt+F2H) lease (between 10-50 years) 1,758,892 1,425,782
FEBBAINGE 2R HAHEL Held outside Hong Kong on medium-
(E+ZERT+F2MH) term lease (between 10-50 years) 477,003 364,770
2,235,895 1,790,552
—g-¥F —TTAF
S Group 2010 2009
—H—H At 1 January 657,235 546,172
¥ 1% Additions 216,337 118,006
HE Disposals (128,224) (81,959)
E¥ 8 Reclassification (101,161) -
EHAFEKRT Fair value gains on revaluation 74,726 75,016
+=ZRA=+—H” At 31 December 718,913 657,235

AEBREVESRHM 2 EER_ZT—ZF+_A
=+ —HET  BFHERBLERSREMS
— KPR (BEREERERE) BRAR (BLAL
REERTEBAR2YE) RFE— AN FRAEH (R
P BERAE (IRNRPIZ M) RARTISE
BEEETT -

The Group’s investment properties were last revalued at 31 December
2010. Valuations were made on the basis of open market value by
independent, professionally qualified valuer Savills (Valuation and
Professional Services) Limited for investment properties in Hong Kong
and Mainland China, and by Savills (Macau) Limited for investment

properties in Macau.

REYHEZ FHFEBRE The net book value of investment properties comprises:
—2-TF —TTHF
£E= Group 2010 2009
Giski=p:i Leaseholds
EBEBFAZH ALY Held in Hong Kong on medium-term
(E+ERT+F2M) lease (between 10-50 years) 694,204 630,404
EBBAINGE 2R HAHEL Held outside Hong Kong on medium-
(E+ZERT+F2MH) term lease (between 10-50 years) 24,709 26,831
718,913 657,235
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(Expressed in thousands of Hong Kong dollars)

—E-BF —TTHE

-4 Group 2010 2009

FEU FRTE K TE IR B Accounts receivable and prepayments 1,262,397 845,832

s A Accrued income 525,075 494,588

Hfth Others 236,805 204,254

2,024,277 1,544,674

—E-BF —TTHE

5 Group 2010 2009
HEREEREBEEERES Short sales of treasury bills and treasury

bonds 4,700,893 2,068,300

—E-BF —ZTTHEF

5 Group 2010 2009

B HE R R AR Demand deposits and current accounts 13,659,050 12,582,064

RBFR Savings deposits 14,831,455 14,043,086

TEH - B KRBT R Time, call and notice deposits 68,790,437 62,947,054

97,280,942 89,572,204

BEFO&HRBESWIFIEAD SR ET A &
I G 2 17 7028,558,000/8 7T (ZZE T M4 :
67,439,000/ 7T) °

B B fE R4

Eo
NI

MEBEREMEFPERERIEEF

Included in customer accounts were deposits of HK$28,558,000 (2009:

HK$67,439,000) held as collateral for irrevocable commitments under

import letters of credit.

Other than fixed deposits, all other customer deposits carry variable

interest rates.
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(Expressed in thousands of Hong Kong dollars)

—®-BF C—TEINF

58 Group 2010 2009
EEARFEFEAHEFTABR Designated at fair value through
profit or loss 465,726 520,790
RER R E R T AT EY R At fair value under fair value hedge
(for hedging interest rate risk) 3,684,849 686,513
RE SR ARSI AR At amortised cost 595,479 852,707
4,746,054 2,060,010

REZ-ZFER_ZFTNFAR  AEEREGRY
R EEMNERITERERARTEFE
HEZE AR -

EENATEGFE A LB ABR2BERTRF
ANEAEEIN DTS EREE) (Pl - FE - Hh
) RAEB 2 EERRNEE 2 A FEZSH 5
U 3,252,0008 T (ZEZENF : W& R
17,390,0007% 7T) & #5181,448,000/8 70 (T Z
F : 5518 56,626,000 7T) °

NEBE IS BITERED RS BN
S RE A _EFTYI 2 BRE{EK17,000,00078 7T (==
T 4 ¢ {£18,000,000/5T) °

During 2010 and 2009, the Group did not designate on initial recognition

any certificates of deposit issued at fair value through profit or loss.

The change in the fair value of certificates of deposit issued and
designated at fair value through profit or loss attributable to changes in
external market prices (e.g. interest rate, currency) is a gain of
HK$3,252,000 (2009: a gain of HK$17,390,000) and that attributable to
the Group’s own credit standing is a loss of HK$1,448,000 (2009: a
loss of HK$6,626,000) respectively.

The amount that the Group would be contractually required to pay at

maturity to the holders of these certificates of deposit is HK$17 million

lower (2009: HK$18 million lower) than the above carrying amount.

—®-BF C—TINF

£H Group 2010 2009
TR R AR AR At amortised cost 1,943,342 =

RZE—EF+_A=+—BZEBRTEHESF
ABARFIRITBEBAIRIT ZBON TS BRI
BIB1T WEFNMER S ([FRF]) Emz
250,000,000 0% B2 ([RIE]) - ZZBRE
B REIHAA-T—=F1+HAtH -%ZE
BOMASET  BERS—ZF+ALA%
£72175,000,000 TR —E—ZFF+—H+HhH
H2£77 275,000,000 7T °

Issued debt securities as at 31 December 2010 represent US$250
million Floating Rate Notes (the “Notes”) issued by DSB under DSB’s
Euro Medium Term Note Programme, and are listed on the Singapore
Stock Exchange Trading Limited (“SGX”). The Notes are unsecured and
have a final maturity on 7 October 2013. The Notes were issued in two
series, comprising US$175 million issued on 7 October 2010 and US$75
million issued on 15 November 2010.
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(Expressed in thousands of Hong Kong dollars)

—g-%F -—TTh&

2010 2009
150,000,000 A = ZF — A FEIHH US$150,000,000 Subordinated Floating
FERBRERR GEF) Rate Notes due 2015 (Note (a)) - 1,163,235
150,000,000 T = F — - F 2 Hi ) US$150,000,000 Subordinated Fixed
EERERRE GEL) Rate Notes due 2017 (Note (b)) 1,200,975 1,145,786
150,000,000E A = — N FEIHH US$150,000,000 Subordinated Floating
FRIBERR GER) Rate Notes due 2016 (Note (c)) 1,165,995 1,163,235
225,000,000 7T S & B E % US$225,000,000 Subordinated
FET) Fixed Rate Notes (Note (d)) 1,819,743 -
200,000,000 JT /K A TE B 1% 8 B US$200,000,000 Perpetual Subordinated
(FER) Fixed Rate Notes (Note (e)) 497,651 1,129,979
4,684,364 4,602,235
EENRAFEFEBEEZFHTAEBS Designated at fair value through
profit or loss 1,200,975 1,145,786
LER R KR T AT E R At fair value under fair value hedge
(for hedging interest rate risk) 2,317,394 1,129,979
R RN AP R At amortised cost 1,165,995 2,326,470
4,684,364 4,602,235
RZZE—ZERZZTTNFA  AEBRERY] During 2010 and 2009, the Group did not designate on initial recognition
16 T wﬁﬂ” EEMBEEEAEANFEFZAE any subordinated notes at fair value through profit or loss.
""""" Ej] E+A %E ﬁ_Jl °
i Note:
() WHRFBRITR_ZEZAFONA-—tTILBEETZ (@)  This represents US$150,000,000 Subordinated Floating Rate Notes

150,000,0005 TT £ & # B XX 5 Fr £ I 1% 57
RHTINEARRZ B REER ([EH]) o WEEK
HR-_ZE-—RFAANAIY - EBEUEERR
—Z-TERANAE c KFRITER_Z—ZF
EHEEMLIBES -

WHAFRITR=_ZEZERFNA+NBETZ
150,000,000 T B5.451 % EERERX ST £
MWW AEAMMERN T LB EER ([E
®l) WEBBHR=_ZT—tFNA+N\BE
e REMEERA-Z——F//\A+/\A - A
BIOTEBEHERUERH  §FER5451% ' &
FERB—IR - Hif - MEFRERZHEER
o FRNFEEETAERTFHEBREE
BHEEEM_BE-1+ET EEBESSERE
SRR - RFRTARBEHEEAKERBGE
ARAMENRAUEAEERBEFME GES) &
%oxﬁﬁﬁﬁaﬁfIWﬁﬁﬂiﬂﬁE%A
G ETS B E R F B AU ETTIRITRIZER S
REBRNZEF SR -

qualifying as Supplementary capital of DSB issued on 29 April 2005 (the
“Notes”), which were listed on the Luxembourg Stock Exchange. The
Notes had a maturity date on 6 May 2015 with an optional redemption
date falling on 6 May 2010. DSB had fully repaid the Notes in 2010.

This represents US$150,000,000 5.451% Subordinated Fixed Rate Notes
qualifying as Supplementary capital of DSB issued on 18 August 2005
(the “Notes”), which are listed on the Luxembourg Stock Exchange. The
Notes will mature on 18 August 2017 with an optional redemption date
falling on 18 August 2012. Interest at 5.451% p.a. is payable semi-annually
from the issue date to the optional redemption date. Thereafter, if the
Notes are not redeemed, the interest rate will be reset and the Notes will
bear interest at the then prevailing 5-year US Treasury rate plus 220 basis
points. DSB may, subject to receiving the prior approval of the HKMA,
redeem the Notes in whole but not in part, at par either on the optional
redemption date or for taxation reasons on interest payment date. An
interest rate swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been entered into with
an international bank.
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7% (B

(R) WIHARFBITR_ZEZESAFSABETZ
150,000,0003% 7T 7 37 32 B _E 7 30 4% 5 72 & B 0
BARRE S f?ﬂﬁﬁi‘%(ﬁff%) U SEEEHR =
T RNFAAZHIH - EEHEBERAR-T—
—FRA=ZA -HETHEHEEEEER - It
B2 F Bk =18 A X T iRITRZEF 20t 1
hEF  AB=EAETT K - HE - WEBKK
FEEMEEARELD  CRNFNESETA=[E
ABETRITRAEREM—BLTRET - 5
RERCERBEMME - RIRITAI RN BEEE
BHIRERBEHAFEN KB AREEEER
FiE GEE ) & -

(T) BBAFRITAR-_Z—ZSFE_A+—RBHTZ
225,000,000 ST/ 32 AT L3048 RE AT INE
RHE BRERER ([EK]) - HEEBER =
ZEF-A+—HEH - F856.625% ' F¥F
B—R o RFERITINE B —BIRRIRITR] LR
EHE O EBREE R SR A AETRITE
EREABEBOFEF SR -

() WHAHBITR-_ZEZELF_A+ A%
200,000,000 7T £ 37 2 FT I 4% 7€ A = [E FfT hn
BANEBKAREERR ([EH]) - EEBEKZ
BEMEERA-—Z—t+FE_A+LREH-H
BITHEHEEBUEER £5/86.253% ' &
FERBE—IK - Hig - MEBAEREEEER
E@'&&mﬂﬁéiﬂﬁ:IH%%ﬁﬁﬁﬁ
EREN—BNTEHT - EREEELEREL
m&~x%ﬁﬁﬂm%&&5ﬁaﬁlmﬁﬁm
RAENRANZEEAEERMAE GEHD) &
% o RFETMEE—BERBITAI L FRE A
DS ER R E T F S RA AR TIRITRIZER 2
BEMENFEFEK -

RZZ—FF - KFRITRR IR S EFIR
ﬁ%&u%%ﬁ@%%%$ﬁ @ %4 575,000,000
ELZBHER(ZZZNF : 70,000,0003%
) MBBZEREZENAESEERERZ
TBEBERE N -  ZBBEZEREREMRE
ZEBEHAGARSERZ [HERBBEHEME
MTAEZF(EE) W] ET -

EENRAFENEBEEB T A B 2 BRERES

5 A SNEB TR IS (EAR (Bl : R - HNE) AL
@21*1%#& PR ATEEFNEE_S—F
F+ZA=+—RBIEFE 55 A$%20,203,000
BT (ZETNE : UR5536,463,000757T) & E518
72,547,000/ 7T (ZZZ L4 : E5E141,076,000
PEIT) ©

AEBENEREEFIHRZANVENONSE
A A5 2 BRI {E1K 176,000,000/ 7T (—Z 2
5 ¢ 15104,000,0005 7T) °

(Expressed in thousands of Hong Kong dollars)

Note: (Continued)

(¢) This represents US$150,000,000 Subordinated Floating Rate Notes
qualifying as Supplementary capital of DSB issued on 2 June 2006 (the
“Notes”), which are listed on the SGX. The Notes will mature on 3 June
2016 with an optional redemption date falling on 3 June 2011. Interest
rate for the Notes is set on a quarterly basis based on 3-month LIBOR
plus 75 basis points from the issue date to the optional redemption date.
Thereafter, if the Notes are not redeemed, the interest rate will reset and
the Notes will bear interest at 3-month LIBOR plus 175 basis points. DSB
may, subject to receiving the prior approval of the HKMA, redeem the
Notes in whole but not in part, at par either on the optional redemption
date or for taxation reasons on interest payment date.

(d) This represents US$225,000,000 Subordinated Fixed Rate Notes
qualifying as Supplementary capital of DSB issued on 11 February 2010
(the “Notes”), which are listed on the SGX. The Notes will mature on 11
February 2020. Interest at 6.625% p.a. is payable semi annually. An
interest rate swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been entered into with
an international bank.

(e) This represents US$200,000,000 Perpetual Subordinated Fixed Rate
Notes qualifying as upper Supplementary capital of DSB issued on 16
February 2007 (the “Notes”), which are listed on the SGX. The Notes carry
an optional redemption date falling on 17 February 2017. Interest at
6.253% p.a. is payable semi-annually from the issue date to the optional
redemption date. Thereafter, if the Notes are not redeemed, the interest
rate will reset and the Notes will bear interest at 3-month LIBOR plus 190
basis points. DSB may, subject to receiving the prior approval of the
HKMA, redeem the Notes in whole but not in part, at par either on the
optional redemption date or for taxation reasons on interest payment date.
An interest rate swap contract to swap the fixed rate payment liability of
the Notes to floating interest rate based on LIBOR has been entered into
with an international bank.

In 2010, DSB repurchased a portion of the Notes with a total notional
principal of US$75,000,000 (2009: US$70,000,000) at a discount after
unwinding an identical notional amount of interest rate swap. Such
repurchased Notes were cancelled after receiving prior approval of the
HKMA. The difference between the carrying amount of the liability and
the consideration paid is included under “Net (loss)/gain on disposal and
repurchase of other financial instruments” in the consolidated income
statement.

The change in the fair value of subordinated notes designated at fair
value through profit or loss attributable to changes in external market
prices (e.g. interest rate, currency) is a gain of HK$20,203,000 (2009: a
gain of HK$36,463,000) and that attributable to the Group’s own credit
standing is a loss of HK$72,547,000 (2009: a loss of HK$141,076,000)

respectively in the year ended 31 December 2010.

The amount that the Group would be contractually required to pay at
maturity to the holders of these subordinated notes is HK$176 million

lower (2009: HK$104 million lower) than the above carrying amount.
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(Expressed in thousands of Hong Kong dollars)

Deferred income tax assets and liabilities are offset when there is a

legally enforceable right to offset current income tax assets against

current income tax liabilities and when the deferred income taxes relate

I~ 8 to the same fiscal authority. The offset amounts are as follows:
—E-FEF _—ZTTHF
3 Group 2010 2009
EEFIBEE Deferred income tax assets 5,406 77,268
REBIAAE Deferred income tax liabilities (77,744) (6,969)
—E-FEF _—ZTTHF
S Group 2010 2009
BRERIEEE Deferred income tax assets:
-AE+ =@ A%KKE ZELERIEEE — Deferred income tax assets to be
recovered after more than
12 months 199,458 293,514
BEEFHIBEAE Deferred income tax liabilities:
-EET_EAREEZECRIEEE — Deferred income tax liabilities to be
settled after more than 12 months (271,796) (223,215)
(72,338) 70,299
REFIRBEEN AT The gross movement on the deferred income tax account is as follows:
—E-FEF _—ZTTHF
£H Group 2010 2009
—H—H At 1 January 70,299 157,805
ke R AR IE () /5 Tax (charged)/credited to the income
(M7E17) statement (Note 17) (46,478) 7,274
i AR AR IE S (P 5E46) Tax charged to equity (Note 46) (96,159) (94,783)
MEHER Exchange difference - 3
+=-—A=+—H At 31 December (72,338) 70,299
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HRTORE SEE T IRE AT

(Expressed in thousands of Hong Kong dollars)

The movement in deferred income tax assets and liabilities during the

year, without taking into consideration the offsetting of balances within

the same tax jurisdiction, is as follows:

9% JAE o8 JE O - Deferred income tax assets:
BEXH
AEEGREE NRABHE REM
Impairment  Accelerated REEM Deferred
allowances and tax BEEE  Investment  expenses &it
£ Group provisions depreciation ~ Taxlosses  revaluation  and others Total
“FENE-A-H At 1 January 2009 35,679 624 120 306,037 12,635 355,095
REHEEARE/ (ZiH) Credited/(charged) to the income statement 14,732 (624) (120) = (12,638) 1,350
REEREAZ Charged to equity - - - (76,598) - (76,598)
ERzR Exchange difference 2 - - = - [0
g Reclassification - - - - 13,669 13,669
“EEAETZAZT-H At 31 December 2009
k=%-%%-F-H and 1 January 2010 50,409 - - 229,439 13,666 293,514
RIRGERT Charged to the income statement (8,919) - - - - (8,919)
REGRAZ Charged to equity - - - (71,588) - (71,588)
L Reclassification - - - 117 (13,666) (13,549)
“2-2£+ZA=1-H At 31 December 2010 41,490 - - 157,968 - 199,458
4 B IH A - Deferred income tax liabilities:
MEHHHE REMEER
Accelerated ~ fTEEf Investment  REEf
B tax  Premises  properties Investment Hth ait
B Group Provisions depreciation  revaluation  revaluation revaluation Others Total
“EEN5-F-H At 1 January 2009 27,893 12,265 126,317 27,784 104 2,927 197,290
REEER (BE) /i (Credited)/charged to the income statement ~ (37,285) 79 24,866 8,455 - (2,755) (5,924)
RERERT L Charged to equity - - 18,106 - 79 - 18,185
ERZER Exchange difference - - - - - () (5)
L Reclassification 13,669 - - - - - 13,669
“EENETZA=1-H At 31 December 2009
k=5-Z4-5-H and 1 January 2010 4217 13,060 169,289 36,239 183 167 223,215
REEFEAR Charged to the income statement 14,032 4723 2,709 16,095 - - 37,559
REEREAT Charged to equity - - 24,517 - 54 - 24,51
BHAE Reclassification (18,666) - - - 17 - (18,549)
“E-B5tZR=1-H At 31 December 2010 4,643 17,783 196,515 52,334 354 167 271,79
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(Expressed in thousands of Hong Kong dollars)
T FRREREAZ I 2 IEEFRIE The deferred income tax charged to equity during the year is as follows:

—E-BF —TTHE
568 Group 2010 2009

MRIRER a2 N TEFEE Fair value reserves in shareholders’ equity:

- 17 (flf 55 46) - premises (Note 46) (24,517) (18,106)
- At B % 5 (Ffif5E46) — available-for-sale securities (Note 46) (71,642) (76,677)
(96,159) (94,783)

AR AR B R R EE A Rl —REEE
TETRGMEL Z HERFHFIAT

Included in the following statement of financial position captions are
balances with group companies arising from transactions conducted
on normal commercial terms:

—g-8F C—TENF

S Group 2010 2009
EES P NP Balances with the holding
company

BPIER Deposits from customers 458,089 17,666
B[R R B AR 2 &tk Balances with fellow subsidiaries

FHEEREEMERH Advances and other accounts 9,869 6,437

XPEFER Deposits from customers 696,212 1,184,467

HibRB kIER Other accounts and accruals 19,790 2,884

—E-BF —TTHE

NG| Company 2010 2009
HAff B A B 2 A g Balances with a subsidiary

RITEEER Bank balances 1,016,010 17,789
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() BAK IS

Rt A=1+—RERE AR ERFHR
BEBABREEEZEANRENT :

(Expressed in thousands of Hong Kong dollars)

(a) Capital commitments

Capital expenditure in respect of projects and acquisition of fixed assets

as at 31 December but not yet incurred is as follows:

—E-FF —TIThEF
5 Group 2010 2009
EHEBRREN 2R Expenditure authorised but
not contracted for 1,047 97
EENERERERB A Expenditure contracted but
not provided for 114,875 92,823
115,922 92,920

(Q) & BA&YfE

AEFBBEERABRIMVMEERETEFPZERMTA
BHTERAEGERRMESENT

(b) Credit commitments

The contract and credit risk weighted amounts of the Group’s off-

balance sheet financial instruments that commit it to extend credit to

customers are as follows:

aEHNeE
Contract amount
—E-FF —"ZTTHHF
& Group 2010 2009
HEGFERE R Direct credit substitutes 406,247 628,899
MR SEE 2 KAEE Transaction related contingencies 37,977 14,104
HE PR 2 AEE Trade-related contingencies 854,486 536,962
A & BUE M /B TE 2 il A 2 A e Commitments that are unconditionally
cancellable without prior notice 44,732,958 32,030,819
H fth A Other commitments with an original
[RAHR A maturity of:
- DR —%F - under 1 year 4,267,809 3,859,558
-—FERNRE -1 year and over 1,685,241 933,340
REITFR Forward forward deposits placed 6,982 61,508
51,991,700 38,065,190
EERBMESE
Credit risk
weighted amount
—E-TF —ZTThF
& Group 2010 2009
SR E B AR Contingent liabilities and commitments 1,746,053 1,459,809
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(W) AR Z & E

THTARAEBENERSEBEFNEER R
MEHFADMERGEESERZIIEERE

RFRITEBBR A A

(Expressed in thousands of Hong Kong dollars)

(c) Assets pledged

Exchange Fund debts pledged with the HKMA to facilitate the Group’s

trading and market-marking activities in Exchange Fund debts are as

HESH follows:
—E-BF —ZTTHEF
£ Group 2010 2009
BIEEERBE ZFEF Trading securities 1,686,155 4,689,792
Al & FE 5 Available-for-sale securities 61,989 684,429
1,748,144 5,374,221

TRTIBIREEGRER TIFAESREE 2
BFHES

Non-government bonds pledged with unrelated financial institutions

under repurchase agreements are as follows:

—E-BF —TTHE

£H Group 2010 2009

CIE k== Available-for-sale securities - 97,547

FEDNHES Held-to-maturity securities = 148,065
BREREERKEWRIE Investments in securities included in

HRlzBHEE the loans and receivables category 85,152 93,603

85,152 339,215
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(T) REMERYE

WASEEAEAA - R AABUEMERLLHEEM
MARREX N 2 &EBENREEMT :

(Expressed in thousands of Hong Kong dollars)

(d) Operating lease commitments

Where a Group company is the lessee, the future minimum lease

payments under non-cancellable building operating leases are as

follows:
—B-%F C"TTIhF
S Group 2010 2009
—F AR Not later than 1 year 91,499 88,794
—FUERERSF Later than 1 year and not later than 5 years 112,212 113,410
BEFEMNE Later than 5 years 63,298 33,392
267,009 235,596

IARKESHEA - BATEEYELLEEM
MARRAX N 2 &EBENRATEMT :

Where a Group company is the lessor, the future minimum lease

payments under non-cancellable building operating leases are as

follows:
—E-BF _—TThHF
£E Group 2010 2009
—F AR Not later than 1 year 15,079 14,544
—FUARBRERF Later than 1 year and not later than 5 years 20,621 840
35,700 15,384
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BARA

(Expressed in thousands of Hong Kong dollars)

2010 2009
SEERA Authorised:
1,500,000,000 f% & 3@ A% 1,500,000,000 ordinary shares of
FREE1ETT HK$1 each 1,500,000 1,500,000
—E-EF “ZETNF
2010 2009
B [N P %N
ERTREBERE Issued and fully paid: Number of Share Number of Share
ZER SREE1ET Ordinary shares of HK$1 each shares Capital shares Capital
—H—H At 1 January 1,111,758,869 1,111,759 932,758,869 932,759
BT IR A P15 R08 Proceeds from shares issued 111,175,886 111,176 179,000,000 179,000
+=-A=+—H At 31 December 1,222,934,755 1,222,935 1,111,758,869 1,111,759
RZZE—ZTF+_A=+=H ' XRRITEKAET On 23 December 2010, the Company completed a 1-for-10 rights issue
[%9.007 7T 2 SREE B IR T 1 ORI 7] Bg 1 AR A% at the subscription price of HK$9.00 per share. A total of 111,175,886
f&1D 2 A% - AR A TS HEFT111,175,8868 37X new shares were issued.
f& 5 o
RZZBZTNF - ANAFH17179,000,0008% #7 In 2009, a total of 179,000,000 new ordinary shares were issued to the
B FERAT - HA125,000,0000% i A% A holding company of which 125,000,000 ordinary shares were issued in

» /&1&8141,000,000,000/% 7T 2 B 5K °

§>

B

Mﬁzw&ﬁia’]wﬂﬂf@éﬁriu(f.:m\ RiEstEll) - B
ZRIRIETBIEITUAR - 4710 (ZZEZNEF : 47
7)) RRFELARIE,817 655!&( ZENEF
1,750,0008%) FREE1S T2 AR ERD - BEF

THHEEREBENRRITHAE ° E%i?r%ﬂﬁfc
VREZE-ZEFFA=F+—HI 15H (=
TENF : 510) RRHEARIET27, OGSHX( =%
JUEF ¢ 250,0000%) B EE1E T 2 AR &R G
KRR EIH o

settlement of the HK$1 billion loan facility.

Pursuant to the Company’s Share Option Scheme (the “Scheme”), 47
(2009: 47) options to subscribe for 1,817,655 shares (2009: 1,750,000
shares) of HK$1 each of the Company had been granted to certain
Directors and senior executives of the Group since the inception of the
Scheme. Up to 31 December 2010 and since the incorporation of the
Scheme, 15 (2009: 5) options to subscribe for 727,065 shares (2009:
250,000 shares) of HK$1 each of the Company have lapsed or expired.
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RENREERD
RERMBEESHWT :

BITBABFRA 2 RIER AR

(Expressed in thousands of Hong Kong dollars)

Movements in the number of the Company’s shares in the share options

held by directors and senior executives during the year are as follows:

RBREPROEE
Number of shares
in options
—E-TF —TThHF
2010 2009
—H—H At 1 January 1,500,000 1,500,000
INCANEE A Expired or lapsed during the year (450,000) -
HEFRTTR 2 AR VR SR Adjustment for rights issue completed

during the year 40,590 =
+=-A=+-—8 At 31 December 1,000,590 1,500,000

FEANLEX TREE (CETNE  H) -

RTZA=+—BARETE 2 BRI

No share options were granted during the year (2009: Nil).

Particulars of the outstanding options as at 31 December are as follows:

T~
ARETRAEA
AREHE Number of shares
RYBRAOEE Date of grant and exercise price Number of options in the options
ZE-%F CEITNE CE-BF ZTEAE
2010 2009 2010 2009
“EEMET-BoTRR ROEESR60TAT 25 November 2004, at an exercise price of HK$16.07 per share* = 5 - 250,000
“EERENAZTRA  BOFESR1386ET 25 August 2005, at an exercise price of HK$13.86 per share” 20 20 571,260 550,000
“EERET-R=1R  BOFESRI30ET 30 December 2005, at an exercise price of HK$13.79 per share* 5 5 259,665 250,000
“EENENRCTRA  BOFESR1665ET 25 September 2006, at an exercise price of HK$16.65 per share* - 5 - 100,000
ZERLELATAR  BARESRITI8ET 19 July 2007, at an exercise price of HK$17.18 per share* 7 7 259665 350,000
32 42 109059 1,500,000

* TEEEEEN_-F
WAEHFEE

—RERFERZERTE *

the exercise price is restated to take into account the effect of the rights

issue completed during the last quarter of 2010
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(AB BT A7) (Expressed in thousands of Hong Kong dollars)
-
TEERRE REZGRE (&)
R&E BARE  Premises  Investment EiffE General REER
Share Consolidation  Revaluation ~ Revaluation ~ Exchange Reserve Retained ait
£E Group Premium Reserve Reserve Reserve Reserve (Note (i)) Earnings Total
“EENE-F-A At 1 January 2009 2,228,436 (220,986) 694,534 (1,551,854) 68,160 700,254 5,321,898 7,240,442
IREEESRIEER Fair value gains on
PAN LG available-for-sale securities and
revaluation of premises - - 326,407 428,102 - - - 754,509
FEBMFERTEEESS  Investment revaluation reserve
HENELENGE transferred to income statement
upon impairment of
available-for-sale securities - - - 16,048 - - - 16,048
HEMENESS Disposal of available-for-sale
securities - - - 24.519 - - - 24,519
MESHRREERER Deferred income tax asset
EYMOE L EL released/liabilties recognised on
RELE/BAER movements in premises
fEaR (i) revaluation reserve and
investment revaluation
‘ reserve (Note 42) - - (18,106) (76,677) - - - (94,783)
EFBBREENEMER Revaluation reserve realised
on disposal of premises - - (37,513) - - - 37,513 -
IENEmEH Revaluation reserve transferred to
EfRRERIRH retained earnings for depreciation
of premises - - (12,109) - - - 12,106 -
BEBINEAANERR Exchange difference arising on
MELZER translation of the financial
statements of foreign entities - - - - (3,020) - - (3,020)
BTLARRNL Issue of ordinary shares 1,123,400 - - - - - - 1123400
YHEIRHER Payment of share issue expenses (60) - - - - - - (60)
EEET Profit for the year - - - - - - 600,826 600,826
Z2ENETZACT-H At 31 December 2009 and
R-2-%%5-f-A at 1 January 2010 3,351,776 (220,986) 953,217 (1,159,862) 65,140 700,254 5,972,342 9,661,881
AREEESRITEER Fair value gains on
PANTEL G available-for-sale securities
and revaluation of premises - - 436,31 226,755 - - - 663,096
ATEBERHEBARAS  Fair value loss realised
HEBNREN I BAER and transferred to income statement
RENZERRI RS EEE upon disposal of
BRlz ErRERER investments in securities
REEZER included in the loans and
receivables category and
held-to-maturity category which
were previously reclassified from
the available-for-sale category = = = 120,803 = = = 120,803
HETHLEES Disposal of available-for-sale
\ securities - - - (3,468) - - - (3,468)
NEERRREERRRE Deferred income tax asset
MOBZEEHELE /B2 released/liabilities recognised
ZELHBAE (F3F2) on movements in premises
revaluation reserve and
investment revaluation
) reserve (Note 42) - - (24,517) (711,642) - - - (96,159)
EREERNENEMER Revaluation reserve realised on
) disposal of premises - - (19,676) - - - 19,676 -
ROENEnSEH Revaluation reserve transferred to
ERREERARH retained earnings for depreciation
of premises - - (16,496) - - - 16,496 -
BERINB AN ERE Exchange difference arising on
MELZER translation of the financial
statements of foreign entities = = = = 73,696 = = 73,696
BOEEREN Issue of ordinary shares 889,407 - - = - = = 889,407
EgEd Profit for the year - - - - - - 040 1074110
“T-TERHRE 2010 interim dividend - - - - - - (77,829) (77,823)
“E-BE{ZA=1-H At 31 December 2010 4,241,183 (220,986) 1,328,869 (887,414) 138,836 700,254 7,004,801 12,305,543
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(Expressed in thousands of Hong Kong dollars)

[ Note:

@i AEBZBHBRTHBRT » KFRITREHR @i) The Group’s Hong Kong banking subsidiaries, DSB and Mevas, are
TRBERREBMIERE LR AN FIER required to maintain minimum impairment provisions in excess of those
B  #RZEERBHATEDBRITER required under HKFRS. The regulatory reserve is maintained to satisfy
BIRABEEERENZAEERTE - XBHE the provisions of the Hong Kong Banking Ordinance and local regulatory
EERRIDRE TRAZFHESRE - EEREZ requirements for prudential supervision purposes. The regulatory reserve
BYREESSERETHA  WEEN R restricts the amount of reserves which can be distributed to shareholders.
N - Movements in the regulatory reserve are made directly through equity

reserve and in consultation with the HKMA.
RZE—ZF+=-A=+—H KHRITEEE As at 31 December 2010, DSB has earmarked a regulatory reserve of
4R A — M $5E538,474,0008 T (Z 2T HK$538,474,000 (2009: HK$305,774,000) in its consolidated general
F 1 305,774,000/870) 2 £ REIEREEEREE - 2 reserve. Mevas has earmarked a regulatory reserve of HK$3,701,000
FRIRTTE B HARB & FIF #57E3,701,000% 7T (= (2009: HK$18,343,000) in its retained earnings.
TTAEF ¢ 18,343,000870) 2 S RIEREE
o
gvipi-y it RE BT

Share Retained &5t

AT Company Premium Earnings Total

—ETNF—HA—H At 1 January 2009 2,228,436 122,598 2,351,034

BT RRMD Issue of ordinary shares 1,123,400 - 1,123,400

AN BEITRNDER Payment of share issue expenses (60) - (60)

FEEE Loss for the year - (19,638) (19,638)

—EENEFEF+=_A=+—H At 31 December 2009 3,351,776 102,960 3,454,736

—ET-ZTF—F—H Wkt At 1 January 2010, as above 3,351,776 102,960 3,454,736

BT EMARAR D Issue of ordinary shares 889,407 = 889,407

F 2 4 Al Profit for the year - 68,742 68,742

—E-EFFHRE 2010 interim dividend - (77,823) (77,823)

—E-ZF+-A=+—H At 31 December 2010 93,879

4,241,183

4,335,062
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(F) BETREMEEEERSNEIRA < &E
A BRI SR A FRRE RK

RFRITEBBR A A

(Expressed in thousands of Hong Kong dollars)

(@)  Reconciliation of operating profit before gains or losses on certain

investments and fixed assets to net cash flows from operating

activities
—E-%F —TENEF
2010 2009
ETRERETEENZKBIERN 2 EERT Operating profit before gains or losses
on certain investments and fixed assets 1,049,471 182,276
F R EAA Net interest income (1,955,532) (2,134,754)
B B Dividend income (6,340) (5,773)
EXREBBEREMEERE Loan impairment losses and
other credit provisions 97,787 427,660
BB EER 2R ERD Unwind of discount on loan impairment - (15,429)
e Depreciation 112,099 97,671
B EE 2 EH Amortisation of intangible assets 21,996 16,443
LR B 18 2 B RS RE Advances written off net of recoveries (301,069) (568,612)
B F & Interest received 2,540,141 3,127,382
BT Interest paid (531,175) (671,021)
REE) Dividend received 29,287 26,428
HEBERBREH 2 EERT Operating profit before changes in
operating assets and liabilities 1,056,665 482,271
HEBERABRZEY Changes in operating assets and liabilities:
-REHABB=EA 2 BMNREHEFR - money at call and short notice
with an original maturity beyond
three months 967,549 (967,549)
- REBABB=EA 2 ERITHER - placements with banks with an
original maturity beyond three months (225,185) (2,495,470)
-HIEEERBRNES — trading securities 85,782 (2,277,491)
-THEERTA - derivative financial instruments 36,215 (576,245)
-BEAATEFEBEZHFTABEZN - financial assets designated at fair value
EREE through profit or loss 9,855 554,058
-BFER - advances to customers (15,583,829) 3,833,914
- RITER — advances to banks 150,000 29,226
- iR B - other accounts (449,117) 428,492
- BEEERRERFIERER - investments in securities included in
LEHERE the loans and receivable category 913,221 (44,793)
-AHHEES - available-for-sale securities (4,908,448) (2,303,712
- FEEBES - held-to-maturity securities (370,353) 969,517
- BT —HRREGEE — loan to a jointly controlled entity 8,572 4,285
- RITER - deposits from banks 88,411 (1,008,458)
-FEEBERRNERE - trading liabilities 2,632,593 276,881
-BPEX — deposits from customers 7,708,738 7,681,757
-EEUATEFZEES - deposits from customers designated at
FABENERER fair value through profit or loss - (471,085)
- HmiRB kAR - other accounts and accruals 89,953 (217,776)
B 5, 8 2 Exchange adjustments 387,242 (90,007)
REEES (FTA) / RANESE Cash (absorbed by)/generated from
operating activities (7,402,136) 3,807,835
TRHEBETEREEBRERESF 2FS Interest paid on subordinated notes and
debt securities issued (197,274) (301,607)
FTHEBITHNEREZFE Interest paid on certificates of deposit issued (45,677) (114,434)
EHBENEH Hong Kong profits tax paid (1,192) (662)
BB TR Overseas tax paid (14,409) (6,654)
wEER (FTA) / RARLFE Net cash (used in)/from operating activities (7,660,688) 3,384,478
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() ERE@RERA R MERBELEEE
FREEERAE=E AU TR Z T
fagR o REHEEZ(CEEXNEAR B AR
BIRERERTBRBELTR

(Expressed in thousands of Hong Kong dollars)

(b)  For the purposes of the cash flow statement, cash and cash

equivalents comprise the following balances with maturity of three

months or less from the date of acquisition, deposits that are

readily convertible to known amount of cash and which are

subject to an insignificant risk of changes in value.

—g-%F -—TTh&

] Group 2010 2009
e RERITHE R Cash and balances with banks 5,676,180 2,453,928
JREVHA B =18 A sk AN 238 A & 8 BifF 3K Money at call and short notice with
an original maturity within three months 3,064,943 7,031,889
REEHBAE=[A AT 2 ERITHFRK Placements with banks with an original
maturity within three months 528,665 1,787,279
BIEEERAZNES Trading securities 2,209,103 2,355,682
11,478,891 13,628,778

BREBNBEPIZE161BIE - ERXTRAA
BIBWENT

]
N

Particulars of loans made to officers disclosed pursuant to section 161B

of the Hong Kong Companies Ordinance are as follows:

tTZA=t+—B#&&
Balance outstanding

at 31 December

FRERESE
Maximum balance

during the year

—E-Z2F —TENF ZEB-ZBF —TENF
2010 2009 2010 2009
K& MA B AR B Aggregate amount outstanding
in respect of principal
and interest 24,974 33,581 33,836 51,155
BREGBE Aggregate amount outstanding
in respect of guarantees 8,149 8,149 8,149 8,149
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BREALRZFALARNERXHELZF S
—7 0 B - HEERMBREERK T ET
EERTES - WEEMBTRALZE HKRZES
FHAEAFER > REALTRESBEEEA
it ¢

R-FE-ZER_FTTNF  AEEEBEEA
TEREAEEZERAR REMBLRR - 2k
RAZBERAEFTERIEEEFHIEFEAT
BN RAETZERS - ARABEYIFNITE
EEREAEE 2 HBHEE - EHREFIIN
AT (F) YBRSEARE X SETERN -
ZEEERBERERBIERAEEE ZHMH - R
REMKEEMELRXZIREAEEZERE
% RS - —REFRGEKRES - ZATFHE
ABERMTAARARBRBRMEET

HBMEALZEARZNT !

(F) B4 e 2 ) J ] 2 i o 2 w1 B 52 5

RAR REBERENEA AR ERNEIER
AR RRZMBARBRIZHERERS
(EERBBHARIIBRARERLEM
A (TEMREI FE14A148) KB R EA
THZWMARSZH - ZERX P2 BERR
RS RE ETRAE14A.3502)% &
14A36(1)E%  EARAEBZFEER -

RFRITEBBR A A

(Expressed in thousands of Hong Kong dollars)

Related parties are those parties, which have the ability, directly or
indirectly, to control the other party or exercise significant influence
over the other party in making financial and operating decisions. Parties
are also considered to be related if they are subject to common control

or common significant influence.

During 2010 and 2009, the Group entered into various transactions with
related parties including the holding company, fellow subsidiaries of
the Group, companies directly or indirectly controlled or significantly
influenced by the shareholders or directors of the holding company.
These, as described in Note (a) below and being continuing connected
transactions, had been reviewed by the Company’s independent non-
executive directors in their review of the financial statements of the
Group. Based on their review and enquiry with management, the
Company’s independent non-executive directors were satisfied that all
of the continuing connected transactions were conducted in the
ordinary and usual course of business of the Group, on normal
commercial terms, and in accordance with relevant agreements on
terms that are fair and reasonable and in the interests of the

shareholders of the Company as a whole.

Details of the significant related party transactions are as follows:

(@) Transactions with the holding company and fellow

subsidiaries

The Company and its wholly-owned subsidiaries within the Group
received and incurred the following income and expense from
the continuing connected transactions (within the definition of
Rule 14A.14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”))
entered into with the holding company and fellow subsidiaries
during the year. The aggregate values of these transactions are
within or consistent with the respective annual caps applicable
to the Group pursuant to Rules 14A.35(2) and 14A.36(1) of the
Listing Rules.
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(Expressed in thousands of Hong Kong dollars)

(FF) B B 2 ] J% [v] 2% it Jeg 2 ] 9 22 53 (@) Transactions with the holding company and fellow
(%) subsidiaries (Continued)
BB RME AR BIEAMRIT - ZAHR Income or expense arising from transactions involving
7 BPEERT KRS —SEHBAF subsidiaries, namely DSB, Mevas, BCM and another subsidiary
HEREERAR (HE])RXH2B/AK of the Group, Vanishing Border Investment Services Limited
SEZH0TF (“VB”) are as follows:
—E-ZTF C—ZTThF
£HE Group 2010 2009
B AT AR GE() Interest paid (Note (i) (4,316) (52,275)
BUWRITFESE (GE() Bank charges received (Note (i) 6,661 6,590
ERHERERAEEREE KX Rentals and related building management
(R (ii)) fee and charges received (Note (ji)) 11,805 11,918
ENEERERAEEREE Rentals and related building management
R B 2 (G (i) fee and charges paid (Note (jii)) (4,522) (4,522)
EWEEE (5E(v) Management fees received (Note (iv)) 15,656 13,409
2R AE (FEV) Insurance commission received (Note (v)) 23,831 17,218
B RERRE (FE(vi) Insurance premiums paid (Note (vi)) (10,586) (9,834)

G
) REmEBRATRERMBATDREREE
B - EEERARE M ERRTIRY -

ENFMETIARB=fRITHMBELR - K
FIRTT - BRRTRORPIRERITERE
IR B R RRHE AR RN EX
H oo FRZFREREN it 2 K543 -

RFTIRTT - EHRTTRORPIREERITRUR
HERRITIRG - BEXFELEE  a9HE
IR XERRITEFEREP - ERREPR
i BAMASZHEEAIREAR
B WBERTTTFEE - RXESAE - 8
B XEREFREP ZRITRE - T
R P R EMRIERIZRIERE
BRARKTAEEEMTS ZHRAT R
RETERARAREFAEEMNBATZ
REMBAR (REIAHEREE]) - 5
F-REP R KB L5 B R L TIRIRIE
BRESOY BRMSRERETRHA
o FRA R PR 2 REET 518 3 &
EEFH - EAREZRITHBE DR R
EEBAT AR - AEEEXH SRS
BEBEERARTY  REMFERARE
A= 4 TR DRRNER EEBA T PAL
1b - PREZERITRBAEEE RIS
1ZIR B E F IRt o B - AEEEKRH
SREERZRITRY - DIRFEEEFH
Rt - AEERAFERERRHZER
1TIRT » S AGE A BRERE2 2 F 3R1T AR TS
HE MR- ABEA -

Note:

(i)

Arising from the extension of credit facilities and provision of deposit
taking and other standard banking services to the holding company and
fellow subsidiaries

Interest was paid by three banking subsidiaries, namely DSB, Mevas and
BCM, on deposits received from the holding company and fellow
subsidiaries. The balances of deposits outstanding as at the end of the
year are set out in Note 43 above.

Bank charges were levied by DSB, Mevas and BCM on the provision of
standard banking services including cheque clearing, autopay, cheque
and deposit bank accounts, credit card merchant facilities, co-branded
credit cards in respect of Dah Sing Life Assurance Company Limited
(“DSLA”) and investment dealing. The banking services in respect of
cheque clearing, autopay, cheque and deposit accounts are provided to
the holding company and fellow subsidiaries not being subsidiaries of the
Group (collectively the “DSFH Group”) in the same way as they are
provided to other customers of the Group under standard account
opening and other forms and on normal commercial terms. The credit
card merchant facilities and co-brand credit card arrangements are
provided to DSLA under normal commercial contracts and are at market
standard. The standard market practice for credit card merchant facilities
is not to provide for a fixed term, but to allow for termination at the option
of the banking subsidiaries of the Group by giving written notice. The co-
brand credit card arrangements between the Group and the DSFH Group
can be terminated after the first two years by either party giving not less
than six months’ notice in writing. All such banking services, by their
nature, are not normally provided for a fixed term. Accordingly, the banking
arrangement between the Group and the DSFH Group are not for a fixed
term. The provision of such banking services by the Group to the DSFH
Group enables the Group to earn reasonable income consistent with the
nature and types of the banking services.
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(FF) B B 2 ] J% [v] 2% it Jeg 2 ] 9 22 53 (@) Transactions with the holding company and fellow
(%) subsidiaries (Continued)
Fo (8 Note: (Continued)
(i) RIRBIRTE « RFRBRARIE - KFTAS (ii) Lease and sub-lease of properties between DSIS, DSIA, DSLA and
FORPURBRANATIRT » BB RORFIR 3 MIC and DSB, VB and BCM
RITEZBE RS B
RFTERIT ORI FRITREEEHER DSB, BCM and Vanishing Border (“VB”) have leased and sub-
PHEETEERHEEMET AT cHER leased certain of their owned and rented properties to members of
ZHKEBRT BRI RBRRHE AR A A the DSFH Group, namely Dah Sing Insurance Services Limited
([RFRERRTS]) « RREBREBEBRA (“DSIS”), Dah Sing Insurance Agency Limited (“DSIA”), DSLA and
Al ([RFREBARIEE]D - REITASRREPR Macau Insurance Company Limited (“MIC”) as their office
BERAE (DRFIRBRIDEERAE premises. DSB, BCM and VB received from DSIS, DSIA, DSLA and
o RETIRTT » RPIR HIRIT RIS BIRAT MIC the lease rentals, and air-conditioning charges, building
EEZEBRERAKEES  =HE  KE management charges and other utilities charges based on the
ERERHMARRBER - £ 2HE actual amount of costs incurred. The following table summarises
ROBBREHINT X ° the leases and sub-leases that have been entered into.
BAHES
(TEEEEE
RAKEBEX )
Monthly rent
(exclusive of
RHAEH HE b HERR HE2N% management fees

Transaction date  Contracting parties Term of lease Property subject to lease and utility charges)

it Y3 AMBORTANRRERYE —TENE-A—-BZE BB ARSESI0RBEARET/\BRE

+ZA=+H “E-ZFtZA=t-H AHEERREA14426 AR o

30 Dec 2008 DSB leased to DSIS 1 Jan 2009 - 31 Dec 2010 The whole of the 18/F, Island Place Tower, 510 King’s Road, HK$375,076
North Point, Hong Kong with a lettable floor area of 14,426 square feet

—E-%% ABBRIETATRREE —T——F-HA-AZ ERLAREESIORBEART\BRE

TZR=+H “E-=f+tZfA=t+-H AHARERER14426 THR -

30 Dec 2010 DSB leased to DSIS 1Jan 2011 - 31 Dec 2013 The whole of the 18/F, Island Place Tower, 510 King’s Road, HK$447,206
North Point, Hong Kong with a lettable floor area of 14,426 square feet

—EEN\F ABBRIETATRREE —TTAF-HA-AZ BEAE-TRHHER  TLREEEEAS183FAR o

+=ZR=+H “Z-Z5+ZA=1+-H

30 Dec 2008 DSB leased to DSIS 1 Jan 2009 - 31 Dec 2010 A portion of the 20/F, Island Place Tower with a lettable floor area of HK$220,941
8,183 square feet

%% AMBIBTANRREE —T——F-A—-HZ BEAE-TRHHERE - AHAREEEARS838TAR

+=ZR=+H “E-=51+ZA=1+-H

30 Dec 2010 DSB leased to DSIS 1 Jan 2011 - 31 Dec 2013 A portion of the 20/F, Island Place Tower with a lettable floor area of HK$192,654
5,838 square feet

ZETN\F ARBORTFANRRAE —TTAE—A—HZE BEAET=RFHERE  AHAREEER9FAR

+=ZA=tA “Z-ZF+ZA=1+-H

30 Dec 2008 DSB leased to DSIA 1 Jan 2009 - 31 Dec 2010 A portion of the 13/F, Island Place Tower with a lettable floor area of HK$52,773

1,919 square feet
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(FF) B B 2 ] J% [v] 2% it Jeg 2 ] 9 22 53 (@) Transactions with the holding company and fellow
(%) subsidiaries (Continued)
5 (\) Note: (Continued)
iy  RIRERH - RIREBAE - KIAS (i)  Lease and sub-lease of properties between DSIS, DSIA, DSLA and MIC
FORPIRBANAFNIRT « HB RIRFIR and DSB, VB and BCM (Continued)
RITREZHAE o Ak (8)
SRHES
(TEEEEE
RABEZ )
Monthly rent
(exclusive of
REEH ARE HEHRZ HEZNE management fees

Transaction date  Contracting parties Term of lease

(Ex

pressed in thousands of Hong Kong dollars)

Property subject to lease

and utility charges)

%% ARBRTRTFANRRAE —T——F—f-HZ BEAE_TEHHERE  AHAEEEEA186FAR «
+ZRA=+H T =f+ZA=t-H
30 Dec 2010 DSB leased to DSIA 1Jan 2011 to 31 Dec 2013 A portion of the 20/F, Island Place Tower with a lettable floor area of HK$65,580
2,186 square feet
ZEEN\F HERTFARRRARE “ZENF-A—RAZ RERYRIERROI4EHHER - BEEERAIRTAK
+ZRA=+H “Z-Z5+ZA=t-8
30 Dec 2008 VB leased to DSIA 1 Jan 2009 to 31 Dec 2010 A portion of Room 1504 of Shenzhen Development Centre, Shenzhen, HK$6,410
People’s Republic of China, with a gross floor area of 132 square metres
—T-%F HERTFARRRAE “2-——%-A-HZ RERYRIERROI4EHHER - BEEAERAIREAK
+=ZR=+H “Z-=5+ZA=1+-H
30 Dec 2010 VB leased to DSIA 1Jan 2011 to 31 Dec 2013 A portion of Room 1504 of Shenzhen Development Centre, Shenzhen, HK$7,876
People’s Republic of China, with a gross floor area of 132 square metres
%% AFBRITIAET “EENF+ZA-HZ BERBFETITEI8RANCRTO=T =S EE
+ZA=1H AFRE RS —E-—E+-fA=1H AHAEEEEAC0ATAR o
30 Dec 2010 DSB sub-leased to DSIS 1 Dec 2009 to 30 Nov 2012 A portion of 33/F,, Dah Sing Financial Centre, 108 Gloucester Road, HK$20,355
Wanchai, Hong Kong with a lettable area of 604 square feet
ZEIN\F RPEERTETRIRR —TTAET-A—HZE RFRMEERTAETERT—22E
+=A=tH “Z-TF+-A=1+-H AHARERER24T K o
30 Dec 2008 BCM leased to MIC 1 Dec 2009 to 31 Dec 2010 The whole of the 10/F. and 11/F., BCM Building, Macau with a total MOP109,000
lettable floor area of 924 square metres
%% REAERTEATRARE —T-——%-A-BZ RRMEERTAETERT—22E -
+=RA=tH “E-=f+tZfA=t-H EAEHEERR4TAK o
30 Dec 2010 BCM leased to MIC 1Jan 2011 to 31 Dec 2013 The whole of the 10/F. and 11/F., BCM Building, Macau with a total MOP123,000

lettable floor area of 924 square metres
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(i)

(iv)

(#8)
RIRITHEMETAFASRER

WARRAR_ZFBLF+ A+ N\BZE
EWE - RRITEAFASZR .JE&?H
Bl 5% - RIBAFRITEAFAZNR =

EHE+ AT N\BEIZEER ji
MASHERBFEFEIRRENE

i N AAGH K b EARE 585 E A (] H g
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HEWwEAH=F H-FTT+tF+=A

—t+tNHBREZZE—ZEF+_A=++H
Ik - & A< A375,000/ T °
A Ez &% AR D REOBRm&LE -
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BIE RRER - REFEEA
REMEEE : Rk
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% (Fe s [ARs) -

'%%Ej(%ﬁﬁﬁ}qiLXZIK%ZFJYK%SJ?&
DR B S AR U [ A B[R A &
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%o BREREERATEREBREZE
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REBEBERETERR R EEME
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BA R AR

(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with the holding company and fellow

subsidiaries (Continued)

Note: (Continued)

(i)

(iv)

Leaseback of property by DSB from DSLA

As disclosed in the Company’s announcement dated 18 December
2007, DSB entered into a sale and leaseback arrangement with
DSLA. Pursuant to a lease agreement entered into on 18 December
2007 by DSB with DSLA, DSB has leased a portion of Flat A on
Basement and Portion AA on Ground Floor of Thai Kong Building,
No. 482 Hennessy Road, Hong Kong with a lettable floor area of
2,340 square feet from DSLA. The leaseback agreement was for a
term of three years commencing on 28 December 2007 and ending
on 27 December 2010 at a monthly rent of HK$375,000.

The above leaseback agreement was terminated upon the maturity
of the lease term and a new lease agreement has been entered
into by DSB with DSLA on 30 December 2010 pursuant to which
DSB has leased from DSLA the same premises at a monthly rent of
HK$450,000 exclusive of management fees, government rates,
electricity service charges and air-conditioning charges for a term
of three years commencing on 28 December 2010 and ending on
27 December 2013.

Computer and Administrative Services Agreement with DSFH

On 30 December 2008, DSB (and its subsidiaries including BCM)
entered into a computer and administrative services agreement
with DSFH. The services agreement was for a fixed term of two
years with effect from 1 January 2009.

Pursuant to the services agreement, DSB has agreed to provide
members of the DSFH Group with certain computer and
administrative services. These services principally consist of the
following:

o computer services including data processing, printing and
enveloping, system development, technical support,
disaster recovery and contract management;

o administrative, company secretarial, internal audit,
compliance, operational, risk management, investment
custodian and treasury operations; and

o secondment of, and provision of services by, staff to the
DSFH Group (collectively, the “Services”).

With the stronger pool of resources and functional expertise of DSB
which historically has been operating to provide administrative and
computer services to other companies within the DSFH Group on
a cost-recovery basis, the provision of the Services to the DSFH
Group at a fee enables the Group to continue to expand its scale
and operational capabilities while costs incurred by the Group in
providing the Services are recovered from the DSFH Group.

On 30 December 2010, the service agreement was renewed for a
fixed term of three years with effect from 1 January 2011.
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(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with the holding company and fellow

subsidiaries (Continued)

Note: (Continued)

v)

Distribution and Agency Agreements with DSIS, DSIA, MIC and
MLIC

On 30 December 2008, DSIS and DSIA entered into distribution
agreements and underlying agency agreements with each of DSB
and Mevas for the marketing and distribution of life and general
insurance products through DSB’s and Mevas’ branch networks.

Pursuant to the distribution agreements entered into by DSIS with
each of DSB and Mevas (the “DSIS Distribution Agreements”), DSB
and Mevas will market and distribute such life assurance products
as agreed between the parties from time to time for the DSFH
Group through their respective branch networks.

Pursuant to the DSIS Distribution Agreements, each of DSB and
Mevas has entered into an agency agreement with DSIS (the “DSIS
Agency Agreements”) in respect of the sale of life assurance
policies in return for commission payments as agreed between the
parties from time to time. Under the terms of the DSIS Agency
Agreements, the commission payable by DSIS to each of DSB and
Mevas in respect of such life assurance products shall vary,
depending on the product type, between 0.1% and 50% of the
first year’s premium received, plus up to 24% of the renewal
premiums in respect of certain policies.

Pursuant to the distribution agreements entered into by DSIA with
each of DSB and Mevas (the “DSIA Distribution Agreements”), DSB
and Mevas will market and distribute such general insurance and
life assurance products as agreed between the parties from time
to time for the DSFH Group through their respective branch
networks.

Pursuant to the DSIA Distribution Agreements, each of DSB and
Mevas has entered into an agency agreement with DSIA (the “DSIA
Agency Agreements”) in respect of the sale of certain general
insurance and life assurance products in return for commission
payments, as agreed between the parties from time to time. Under
the terms of the DSIA Agency Agreements, the commission payable
by DSIA to each of DSB and Mevas in respect of:

(1) general insurance products shall vary, depending on the
product type, between 1% and 30% of each year’s premium
received in respect of a new or renewal policy; and

2 life assurance products shall vary, depending on the product
type, between 0.1% and 50% of the first year’s premium
received, plus up to 24% of the renewal premiums in respect
of certain policies.
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(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with the holding company and fellow

subsidiaries (Continued)

Note: (Continued)

v)

Distribution and Agency Agreements with DSIS, DSIA, MIC and
MLIC (Continued)

Pursuant to the distribution agreement entered into by Macau Life
Insurance Company Limited (“MLIC”) with BCM (the “MLIC
Distribution Agreement”), BCM will market and distribute such life
assurance products as agreed between the parties from time to
time for MLIC through its branch network.

Pursuant to the MLIC Distribution Agreement, BCM has entered
into an agency agreement with MLIC (the “MLIC Agency
Agreement”) in respect of the sale of life assurance policies in return
for commission payments as agreed between the parties from time
to time. Under the terms of the MLIC Agency Agreement, the
commission payable by MLIC to BCM in respect of such life
assurance products shall vary, depending on the product type,
between 0.5% and 40% of the first year’s premium received.

Pursuant to the distribution agreement entered into by MIC with
BCM (the “MIC Distribution Agreement”), BCM will market and
distribute such general insurance products of MIC as are agreed
between the parties from time to time through its branch network.

Pursuant to the MIC Distribution Agreement, BCM has entered into
an agency agreement with MIC (the “MIC Agency Agreement”) in
respect of the sale of general insurance products in return for
commission payments, as agreed between the parties from time
to time. Under the terms of the MIC Agency Agreement, the
commission payable by MIC to BCM in respect of general
insurance products shall vary, depending on the product type,
between 10% and 50% of each year’s premium received in respect
of new or renewal policies.

In respect of each of the DSIS, DSIA, MLIC and MIC Distribution
Agreements (collectively the “Distribution Agreements”), DSIS and
DSIA shall each reimburse or pay on behalf of each of DSB and
Mevas, and MLIC and MIC shall each reimburse or pay on behalf
of BCM, agreed expenses including the registration fees for
licences for the bank staff to sell insurance, sales incentives,
marketing expenses and other costs and expenses related to the
performance of the Distribution Agreements.



DAH SING BANKING GROUP LIMITED

B 5 SRR B o

(AR T ThLHR)

() BRLyRe B A W) I [v) 2% B Jo 24 W) 9 22 ) (40)

s

v)

(vi)

(%)
HEAHRE IR - RHRRAE ORFIR
b RBPI AT 2 2 8 R i ()

AR 2 SRR ERE - BEESH
DiEE R REIAZAeE - B
RES KR Z RBITEIRBR A RIEZ IE
Bp#E 8 RAAEERERBERR
fRH FHBITHWB AR ZERE « KR
7~ ERBRTRORFIMERITEBE DT

B ST RAR B 2 PREREE G A BRER K ¥

SREBRMNEZME - AR EEKER
ERIKA o

R-ZE—FF+_A=+R ~KEEF]
SLHTS S ﬁ&ﬁ@‘[ﬁ% iz BEEFER

= B_F——F A BE&EXK-

RFREE - AFTASE - BPIREREFIA
BRREZRERRS
RENIRER SR PR B AAR AR R TR AR

SEEMKEARRERF 2% - R
WERRBAZREAGFEY - KA
%&@F‘ﬂ)\%%M%ﬁ?ﬁktﬁﬁ%ﬁfﬂﬁﬂlﬁ
EEHEAMKEARE T HMKRERR
ERZI%/\%% 2 FEES -

K%ﬁﬁ% AR AR BT ERTT FOASE2 B Ho A B

RARERPz4%E  RARERZ @
/\Z*ﬁ%ﬁ%% RIBHERIFTE -
MEZR AREE 28 BFRHE
REREREREARIN  HERERET
FEH -

RAABERAMBITRERARTETE
KRB RARHRIT R ERRITAAEEHE
R B A B SR RERRE < B4t
TEPZREHREEERBZRITERD
HIERAGIA - WEREANERBREZ
BIL TR E A AR LE o SRFIRER AR IA
BIIEERTEERP A% &L‘M&ﬁ
REBAZRE  REGESHEERE - (@
AR EERE B WE - E$§
EREE - WERBASFED -

AP A BARAPIR 2B TR S B
B EME HEERR  HWEREAS
-

(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with the holding company and fellow

subsidiaries (Continued)

Note: (Continued)

v)

(vi)

Distribution and Agency Agreements with DSIS, DSIA, MIC and
MLIC (Continued)

The distribution and agency arrangements described above,
including the commission rates set out in the various sets of
Distribution Agreements and Agency Agreements, are consistent
with normal arrangements between banks and insurance
companies in the Hong Kong and Macau markets, and will provide
the Group with insurance products and services to be offered to
the customers of the banking subsidiaries of the Group. The
distribution of different types of insurance products through the
respective bank branch networks of DSB, Mevas and BCM in return
for a commission income to be paid by the DSFH Group will also
produce fee income which will be of benefit to the Group.

On 30 December 2010, these distribution and agency agreements
were renewed for a fixed term of three years with effect from 1
January 2011.

Insurance services provided by DSI, DSLA, MIC and MLIC

The insurance policies underwritten by DSI and MIC in the name,
and for the benefit, of DSB and other members of the Group and
their respective customers are subject to renewal annually. The
group life assurance policies underwritten by DSLA and MLIC in
relation to the provision of insurance cover for the death and/or
critical illness of the employees of DSB and other members of the
Group are subject to renewal annually.

DSI underwrites general insurance policies in the name, and for
the benefit, of DSB and other members of the Group and their
respective customers including policies covering domestic motor,
property all risks, public liability, money, electronic equipment,
employees’ compensation and group personal accident. Such
policies are subject to renewal annually.

DSLA underwrites insurance policies to cover the death and/or
critical illness of certain borrowing customers of DSB and Mevas
and employees of DSB and Mevas and other members of the
Group. The provision of the insurance cover for customers is set
out in the terms and conditions of the relevant bank borrowing
arrangement. Such policies can be terminated within two months
in the event of non-payment of premiums. MIC underwrites
insurance policies in the name, and for the benefit, of BCM and its
customers including policies covering medical, personal accident,
employees’ compensation, motor fleet, properties, civil liability and
money. Such policies are subject to renewal annually.

MLIC underwrites life insurance policies to cover the death and/or
critical illness of BCM’s pension plan members and such policies
are subject to renewal annually.
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(Expressed in thousands of Hong Kong dollars)

(a) Transactions with the holding company and fellow

subsidiaries (Continued)

Note: (Continued)
(vi) Insurance services provided by DSI, DSLA, MIC and MLIC
(Continued)

The premiums payable under such insurance policies are payable
in arrears on a monthly basis and are calculated by reference to
the outstanding credit balances in respect of each of the products
to which they relate.

The insurance policies are procured by the Group to enable certain
of the Company’s subsidiaries, namely DSB, Mevas and BCM, to
comply with relevant regulatory requirements in reducing the risks
to the Group’s assets, businesses and operations and/or to provide
additional services to the Group’s customers. In addition, the
Directors consider that the insurance services by DSI, DSLA, MIC
and MLIC are effective and the fees proposed by DSI, DSLA, MIC
and MLIC respectively are comparable to those offered by other

insurance companies in the market.

On 30 December 2010, the Company entered into a cooperation
agreement with DSFH pursuant to which members of the DSFH
Group will provide insurance services to DSB and other members
of the Group. The agreement is for a fixed term of three years with
effect from 1 January 2011 and ending on 31 December 2013.

(b) Key management personnel

(i)  Material transactions and balances with directors and key
management personnel

The Group provides credit facilities to, and takes deposits from the
Group’s key management personnel, their spouses and companies
which the key management personnel have significant influence. For

the year ended 31 December, the following balances were outstanding:

—g-%F -—TTh&

5 Group 2010 2009
BREER Loans and advances 24,940 33,526
e Deposits 464,084 635,748
ER Guarantees 149 149

FRAERRBRZ &S EH

(i) LHEEHAAME

ARREBERABARTES - AHHE 25
R 2FIRH 2 -

Maximum aggregate amount of loans
and advances during the year 33,715 52,956

(ii)  Remuneration of key management personnel

Key management personnel of the Company are executive directors

and their remunerations are included under Note 12.
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(AR T ThLHR)

AEBEBA R R 2RI (TR IRTTRE
R REZEBRARAHEREBERRFZR
BerEst &) (TR RhAT 811 IR AR D S EFEHY
BN TEHEERSRITHAER - BREEZAR
D RER BRI 2 AME 25 NHIEE12 -

() K5 SR AT 4 1 it 31

ARAETHEREMBARE TEZEREERR
o BEREFATFARARENBAREZSER
PETERRAAEEZHREEXNRBRENREE
B UWBERDEHETRND - ARRITERAL
REeXMEPRRITOR T ZRBIHE -

% RBAE TR AT BN Z IR BMGI A R T -
BTz RBREZITRERRBEREBHARS
FrERRR ([BERRXFMH]) Em&GI15£17.0309)
GEE  AEARANBERZAEER ZBMNER
TRZEHEREARRRMER T B AER S
BZFRmEBzRSE - ZRREZITESR—
RENERTHHEFE-—EFFFH -

(&) W4 st )

AFEBETHRANBANETEEREER
B« A AN S MR B A R
SRR T A E F R R X RN
SEE - ERAEFHIRG - AHLBER
ARSX PRI EERILBARRTERT
2RI -

(Expressed in thousands of Hong Kong dollars)

Share-based compensation, pursuant to the Company’s Share Option
Scheme (the “DSBG Scheme”) and the Share Option Scheme of its
holding company, Dah Sing Financial Holdings Limited (the “DSFH
Scheme”), is available to directors and senior executives of the Group.
Details of the share-based compensation paid to directors are disclosed
in Note 12.

(a) DSBG Scheme

The Company issues to certain directors and employees of its
subsidiaries share options on terms that allow the Company or its
subsidiaries to make cash payments, determined based on the intrinsic
value of each share option, to the directors or employees at the date of
exercise instead of allotting newly issued shares. The Company has
the intention to adopt this cash settlement practice in respect of the

existing share options issued.

The share options are granted in accordance with the terms and
conditions of the Scheme. The exercise prices of the options granted
was determined in accordance with Rule 17.03(9) of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (“SEHK”) prevailing in force, being the higher of the
closing price of the Company’s shares traded on the SEHK on the date
of grant, or the average closing price of the Company’s shares for the
five trading days immediately preceding the date of grant. The exercise
period is generally between the first and sixth anniversaries from the

date of grant.

(b) DSFH Scheme

DSFH issues to certain directors and employees of its subsidiaries share
options on terms that allow DSFH or its subsidiaries to make cash
payments, determined based on the intrinsic value of each share option,
to the directors or employees at the date of exercise instead of allotting
newly issued shares. DSFH has adopted the cash settlement practice
and intends to continue this practice in respect of the existing share

options issued.
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) KW 4 mh w50

ZERBIETEATERBERA ST RGN A
Z N\ B 3T RAR R B 2 AR R AR P
T BT 2RBREZTFEEESREEREERS
BT LT IEBIE17.03Q)KEE - ARHSENE
BREMBEBEZRHERTAZEMERAH &
BMBRHERTREAMAERS A ZFHETEZR
=E o HRRE TR —RENER T HEE
AE—EENAFH -

o i ERRAERTE] - AEEE #7213,943,000

BT (CTTNE ¢ 26,834,00087T) AEBZS
RIREANFEBE - A %@EM:ET%%

EEEXNIRTRAMMZBENE - ZEBITE
ZERRE R EFRRILERLEER
12,892,000 T (ZEZTNF : THBHEA
22,836,000/57T) ° 5% T & WEUR SRS EE
EZRBER_Z—TF+-_A=+—RHZHE2
{818/52,700,0008 L (ZZZTNF : ) °

WAZEAREEERA ZZIEMT

BARA

(Expressed in thousands of Hong Kong dollars)

(b) DSFH Scheme (Continued)

The share options are granted in accordance with the terms and
conditions of the new Share Option Scheme approved by the
shareholders of DSFH on 28 April 2005. The exercise prices of the
options granted was determined in accordance with Rule 17.03(9) of
the Rules Governing the Listing of Securities on the SEHK prevailing in
force, being the higher of the closing price of DSFH’s shares traded on
the SEHK on the date of grant, or the average closing price of DSFH’s
shares for the five trading days immediately preceding the date of grant.
The exercise period is generally between the first and sixth anniversaries

from the date of grant.

With respect to the two option schemes described above, the Group
has recorded liabilities of HK$13,943,000 (2009: HK$26,834,000) in
respect of the fair value of the share options. Such fair value is
determined by using the Trinomial Option Pricing Model using the major
assumptions set out in the following table. The Group recorded a total
reversal of expense for the share options of HK$12,892,000 in 2010
(2009: a total expense of HK$22,836,000). The total intrinsic value of
the share options for which the grantee’s right to receive cash had
vested as of 31 December 2010 is HK$2,700,000 (2009: Nil).

The inputs into the Trinomial Option Pricing Model are as follows:

AFRAEEHE
DSBG Scheme
ZE-%% ZETNE
2010 2009

TEEtE CBBIE C¥BRE CTRHE CTTHE ZIESF CZETRF “EEnF CEEME

tAtAR t=B=+B AA=tER +tATAR +tA+tAB AAZTER tZA=+R NA=tAA +-A=t&A

19 Jul 30 Dec 25 Aug 19 Jul 19 Jul 25 Sep 30 Dec 25 Aug 25 Nov

R¥H Grant date 2007 2005 2005 2007 2007 2006 2005 2005 2004
ARFRTZR Share price of the Company

=+-BZRE(ET) as at 31 December (HKY) 13.20 13.20 13.20 11.60 11.60 11.60 11.60 11.60 11.60

iR (& 7o) () Exercise price (HKS) (Note (i) 17.18 13.79 13.86 17.84 17.84 17.30 14.32 14.40 16.70

TarA R (i) Expected volatility (Note (i) 35.3% 35.3% 35.3% 60.9% 60.9% 60.9% 60.9% 60.9% 60.9%

£5 (%) Time to maturity (years) <8 <1 <1 <1 <4 <3 <2 <2 <1

SERAE (i) Risk free rate (Note i) 0.82% 0.36% 0.33% 0.17% 1.37% 1.0% 0.61% 0.47% 0.22%

B REE () Expected dividend rate
(Note (iv) 1.81% 1.81% 1.81% 1.63% 1.63% 1.63% 1.63% 1.63% 1.63%
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(Expressed in thousands of Hong Kong dollars)

A& R E
DSFH Scheme
—E-ZF —EENF
2010 2009
—E2ZtE C—EZEF —TTLFE TITHHF
AB=+tNAB NA=+EB AAZ+/AH NAZ+EIH
®FH Grant date 28 Sep 2007 25 Aug 2005 28 Sep 2007 25 Aug 2005
ARFEMNT_A=+—8H Share price of DSFH
ZIR1E (BT) as at 31 December (HK$) 50.85 50.85 43.0 43.0
1608 (Bor) () Exercise price (HK$) (Note (i) 59.28 49.49 61.93 51.71
ERUAG0) Expected volatility (Note (ii) 32.09% 32.09% 67.7% 67.7%
FH (%) Time to maturity (years) <3 <1 <4 <2
A 2 B A 2 (R (i) Risk free rate (Note (iii) 0.89% 0.33% 1.45% 0.47%
FERHE & (FE(iv) Expected dividend rate (Note (iv)) 1.79% 1.79% 1.79% 1.79%
EEE Notes:

(i)

(ii)

(i)

(iv)

RIZE-ZFHR T 2RBREZTEEERAR
BAIRAHEMN T —TF TR HRIELH

B’ o
=

TR IR RAZRERE A 2B E —FARE
RAFremmeEAKREMRE - WRRBE
ARBRREBBEZKIE - B ERANBR
R FHANZEIRE  YEERNER o

ﬂiﬂ BRELERFHZERINERSRE 2

SR o

=

E\\

TEEI SRR EREMET °

(i) The exercise prices of share options granted prior to 2010 were adjusted
for the rights issues concluded by both the Company and DSFH in 2010.

(if) Expected volatility is determined by calculating the historical volatility of

the share price of the Company and DSFH, as applicable, during the one

year period immediately preceding the measurement date and is based

on the assumption that there is no material difference between the

expected volatility over the time to maturity of the options and the

historical volatility of the share prices of the Company and DSFH as set

out above.

(iii) Risk free rate is the Hong Kong Exchange Fund Notes yield of relevant

time to maturity.

(iv) Expected dividend rates are based on historical dividends.
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BT 2R A R EINEFITEENT

RHFBITEEER AR

(Expressed in thousands of Hong Kong dollars)

Movements in the number of share options granted and their related

weighted average exercise prices are as follows:

A3 RATR B8 A$i&mstE
DSBG Scheme DSFH Scheme
“E-%F ZETNE “E-%F ZETNE
2010 - 2009 2010 - 2009
BF¥TEE mE¥Y  HTAERE RF¥UEE mE¥Y  ETAEE
AEBTEE e AHRiTEE METS AFeR %@ AFE METH
ARESR (B7) AR ET 1B ARESR (B7) ARET TRE
RH8AE GEAD) K38 (B7) RG8A (W= (i) K38 (%)
Number of Weighted Number of Weighted ~ Number of Weighted Number of Weighted
DSBG shares average DSBG shares average DSFH shares average  DSFH shares average
in share exercise in share exercise in share exercise in share exercise
options price options price options price options price
granted (HK$) granted (HKS) granted (HK$) granted (HKS)
(Note (i)) (Note (i))
—A—H At 1 January 1,500,000 15.77 1,500,000 15.77 2,100,000 52.68 2,100,000 52.68
HIRAE Adjusted for
rights issue 40,590 14.63 94,005 50.42
i Granted - - - - - - - -
EEE/ e Cancelled/Forfeited ~ (100,000) 17.30 - - - - - -
B17fE Exercised - - - - - - - -
BEEL Expired (350,000) 17.03 - - - - - -
R =k = At 31 December 1,090,590 14.63 1,500,000 15.77 2,194,005 50.42 2,100,000 52.68
TZA=+—HAUM{f Exercisable at
31 December 986,724 14.37 1,150,000 15.64 2,110,425 50.07 1,600,000 52.22
i Notes:
(i) RZE—ZFRR T 2RBREZTEEERAR (i) The exercise price of share options granted prior to 2010 were adjusted
Gl &K MemMR T —TF TR 2 HREL T for the rights issues concluded by both the Company and DSFH in 2010.
B o
ARBRZE—ZEF+_A=+—HEHRLQH The Company’s share options outstanding as of 31 December 2010

FAERBROEL AR 2 RITE 2 RRE21TE
BN TA3.798 TE17.188 T (ZTETNF : 17fF
BN T14.328TE17.847%7T) ~ REHEFHT
BREHTTERIR118F (ZETNF - 1.90F) -
EﬁﬁéwiE%%&%‘,ﬁ&ﬁﬂwéﬁmﬁﬁzx%ﬁé
BEERRE  R=T—ZTF+=-—A=+—HE
?ﬁ&ﬂqﬁ%ﬁimﬂﬁﬂxﬂxfﬁf’ﬁﬁaJEJ%éZﬂim@t%ﬁ
S ERARAE 2 ITE BN T 49.4978 T £59.287 70
ZEZNEF - TEENFS1.71E T E61.93%
C RE T RIS LT R0.855F (=
HE - 1.85%F) o

7o)

EER - WERRERBEA S RBIRE B
AFERITE B RBAERT B MR T ARRHAF &
BZRRITBAR (CTTNF  XERBEME
FHEIMAET) e

have a range of exercise prices from HK$13.79 to HK$17.18, adjusted
for the Company’s rights issue in the year (2009: in the range of exercise
prices from HK$14.32 to HK$17.84), and a weighted average remaining
contractual life of 1.18 years (2009: 1.90 years). In respect of directors
and senior executives of the Group, their applicable DSFH’s share
options outstanding as of 31 December 2010 have a range of exercise
prices from HK$49.49 to HK$59.28, adjusted for DSFH’s rights issue in
the year (2009: in the range of exercise prices from HK$51.71 to
HK$61.93), and a weighted average remaining contractual life of 0.85
years (2009: 1.85 years).

During the year, no share options were granted either under DSFH
Scheme or DSBG Scheme to senior executives of the Company or
DSFH during the year (2009: Nil under both schemes).
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AT B AN B AR EE RO 15k Y 7
B U TBREECMBHRRZ —& 0 -

NRBAREE 2 EEEARLL KA - AN E
EREBRENRENTEEEEREER ([FES
ERMBERERZHTE

(Expressed in thousands of Hong Kong dollars)

The following information relates to the Group and is disclosed as part
of the accompanying information to the financial statements and does
not form part of the audited financial statements.

The table below summarises the ratios and the composition of
regulatory capital of the Group. The individual entities within the Group
and the Group complied with all of the externally imposed capital
requirements by the Hong Kong Monetary Authority (“HKMA”).

—EBE-TF Z—ZTTHHF
+=A +—A
=+-—H =+—H
As at As at
31 Dec 2010 31 Dec 2009
BAARF R E Capital adequacy ratio
-z — Core 10.2% 10.2%
- - Overall 16.3% 16.8%

BRF R LR RFRITAR AR (TRFFERTT])
WEREAN (BRI ERTIRG BR AR (DR
FIm R R1T]) RARFIRT (R EY) BRR AR (K
BRIT(RED ) - BRARTER AR ([ERRIRTT])
K D.A.H. Hambros Bank (Channel Islands)
Limited ([DAHCI) 2Z iR17% (BZ) D E
EREANERATEN SO X - ZERT R
RWFTEEZRI TS RARFRIERRE

RIBEBRITEME - EXEEFEZMZRT
MEBARARETEREAR L EREENR - &
FIERRITABTEMRMARITEEENRER
ARFERTT (P AETARATBERITEEENR
E o AEB EANERFAERHSE o

The capital adequacy ratio represents the combined ratio of the
consolidated position of Dah Sing Bank, Limited (“DSB”) (covering
Banco Comercial de Macau, S.A. (“BCM”) and Dah Sing Bank (China)
Limited) (“DSB China”)), MEVAS Bank Limited (“Mevas”) and D.A.H.
Hambros Bank (Channel Islands) Limited (“DAHCI”) computed on Basel
Il basis with reference to the Banking (Capital) Rules. This capital

adequacy ratio takes into account market risk and operational risk.

Only the Hong Kong incorporated banking subsidiaries within the Group
are subject to the minimum capital adequacy ratio requirement under
the Hong Kong Banking Ordinance. BCM is subject to Macau banking
regulations and DSB China is subject to China banking regulations.

The above ratios of the Group are calculated for reference only.
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HRENERNEREAFHE LRE—F—FTF
TZA=+t—BEARRULENDOHMOT

RFRITEBBR A A

(Expressed in thousands of Hong Kong dollars)

The capital base after deductions used in

the calculation of the above

capital adequacy ratios as at 31 December 2010 is analysed as follows.

—-BF _—TTAF

+=A +=A
=t+—-H =t+—H
As at As at
31 Dec 2010 31 Dec 2009
AR Core capital
2 R IR 3 i R AR AR Paid up ordinary share capital 4,007,749 4,007,749
& 5@ B Share premium 55,519 55,519
i Reserves 5,776,580 5,054,929
B R Less: goodwill (811,690) (811,690)
W AR E Less: other intangible assets (88,436) (140,432)
B FRERIEE E Less: net deferred tax assets (4,648) (4,830)
8,935,074 8,161,245
W EIRIBEAE s A 2A T Less: 50% of total amount of
deductible items (454,103) (453,449)
AR Core capital 8,480,971 7,707,796
Bt hn & A Supplementary capital
BETHERYEEESHNFEE Reserves on revaluation of holding of
land and building 238,403 237,355
At AZRBEEEZHGEREEERER Eligible amount of collective
BB AR impairment allowances for impaired
assets and regulatory reserve 845,869 682,329
AHEEEFNEMGHR Revaluation reserve for
available-for-sale investments 514 741
EHRZEFE Perpetual subordinated debt 427,532 1,008,137
HHREREA Term subordinated debt 4,079,467 3,488,193
Bt D& AN 4258 Total Supplementary capital 5,591,785 5,416,755
AT ET A Z K & N80 58 Eligible amount of
Supplementary capital 5591785 5416755
B EIRIBE BB AN AT Less: 50% of total amount of
deductible items (454,104) (453,449)
Bt hn & A Supplementary capital 5,137,681 4,963,306
AARERE AR Total capital base 13,618,652 12,671,102

RRBR-_Z-BF+ - ARz HIRPELER
REEHEEBT - REBABESZHEAN-Z
—ZEFE+ A=+ BERIARRARZRITH
BRR - I AR PSR 2 AR A B ERTTH
BARZERERDN—ER D -

The Company raised HK$1 billion from its shareholders in its rights

issue concluded in December 2010. This sum of new equity raised from

the rights issue was not yet injected t

subsidiaries as of 31 December 2010, and

o the Company’s banking

therefore does not form part

of the capital base of the Company’s banking subsidiaries as shown

above.
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(Expressed in thousands of Hong Kong dollars)

—®-BF C—TEINF

2010 2009
MENE & b & Liquidity ratio 45.7% 57.3%
NRBES L EARNEERITHBLAAREBEAFEA The liquidity ratio is calculated as the simple average of each calendar
TZEASEEANTH mu@)ﬁétt’: /Y & month’s average liquidity ratio of the Group’s banking subsidiaries for
HE - ZRBE S R ELZRITEMPGIFE DHT the twelve months of the financial year. The liquidity ratio is computed

RAMITEE ©

RIBIRITRGH - EARKEAR R 2 RITHIE

REIBETREEZ L EHREENR - AEH Lt
WL RFAERHZE o

RS H S # o0
TINRAAKREE—_F—FTF+_A=+—Hzx
TTAME T ER S 2 HMNEFEE (2 INEFER
HB P A SMNEF R 10%) - REMEEZ LR E
B e

with reference to the methods set out in the Fourth Schedule of the

Hong Kong Banking Ordinance.

Only the locally incorporated banking subsidiaries within the Group are
subject to the minimum liquidity ratio requirement under the Hong Kong
Banking Ordinance. The above ratios of the Group are calculated for

reference only.

Equivalent in HK$ millions

The following sets out the Group’s net foreign exchange position in
USD and other individual currency that constitutes more than 10% of
the total net position in all foreign currencies as at 31 December 2010

and the corresponding comparative balances.
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RFRITEBBR A A

FH AR H #HoT (8D Equivalent in HK$ millions (Continued)

E ARY P HE
—E-ZH5+=ZA=+-—H At 31 Dec 2010 usD CNY MOP
HEEE Spot assets 28,966 12,354 4,176
REBE Spot liabilities (21,425) (12,043) (5,628)
B A Forward purchases 22,551 255 -
mEIE N Forward sales (29,492) (285) -
/(8 8B F58 Net long/(short) position 600 281 (1,452)
AR E R Net structural position - 118 -

EP AR% pedld
“EEAFE+=A=1+—H At 31 Dec 2009 usD CNY MOP
REBE Spot assets 27,339 4,060 3,026
REBE Spot liabilities (25,918) (4,056) (4,921)
EHEA Forward purchases 39,005 34 -
REIE N Forward sales (38,163) (28) =
&/ (R B35 Net long/(short) position 2,263 10 (1,895)
EBMERREIFE Net structural position = 113 =
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RAEEZH I HEMN
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() AT B2 % PR A (DA s
38 5 A B DL 3 R b DR e B 43 L oy

(Expressed in thousands of Hong Kong dollars)

(a)

Gross advances to customers by industry sector classified

according to the usage of loans and analysed by percentage

#r) covered by collateral
ZE2-BE+ZA=t-B —EEAF+-HA=+—H
As at 31 Dec 2010 As at 31 Dec 2009
EREE EREsE
ZEARKRE RERmRE
ZBETH ZADL
% of gross % of gross
REBEER advances  REEHAH advances
Outstanding covered  Outstanding covered
balance Dby collateral Balance by collateral
EEBERNER Loans for use in Hong Kong
IHER Industrial, commercial and financial
-MEER - Property development 646,018 39.2 611,218 65.0
-MEKRE — Property investment 14,418,054 94.7 11,209,001 89.2
- E - Financial concerns 596,330 47.9 333,243 47.7
-BREEL - Stockbrokers 116,122 62.1 52,265 100.0
-HEETEXE - Wholesale and retail trade 1,026,092 95.1 1,001,216 96.3
¥ e - Manufacturing 725,323 94.7 657,570 86.9
- BRLEGRE — Transport and transport
equipment 4,173,376 96.3 3,207,328 97.4
- BT — Recreational activities 246,262 = 157,565 =
- BB - Information technology 2,721 78.8 902 42.2
- Hft - Others 2,592,101 96.2 1,847,970 92.7
24,542,399 91.5 19,078,278 89.0
(EUN Individuals
-BEIEEEEEE - - Loans for the purchase of
[FAAZEEREE & flats in Home Ownership
[(HEBEEEIET Scheme, Private Sector
¢ Participation Scheme and
Tenants Purchase Scheme 1,264,406 100.0 1,398,373 100.0
-BEBEEMEENEER - Loans for the purchase of
other residential properties 10,790,753 99.9 10,462,174 99.9
-ERFEX - Credit card advances 3,654,569 - 3,173,620 =
- Hth - Others 8,572,323 67.6 6,510,864 62.9
24,282,051 73.5 21,545,031 74.0
EEBERANER Loans for use in Hong Kong 48,824,450 825 40,623,309 81.0
Bo5mE GE(F)) Trade finance (Note (a)) 4,042,434 63.4 3,136,776 68.4
EEBUIMEAMET (75 (2))  Loans for use outside Hong Kong
(Note (b)) 19,882,104 72.9 13,405,074 83.3
72,748,988 78.8 57,165,159 80.9
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AEEZHIEIBEER

(AR T ThLHR)

() AT B2 % PR A (DA s
3853 8 S DA AR i R Bt 4 4 bl A
#r) ()

it

(F) LRz EBEomMERDEHEEESER
BHZEBESIMYRREEERD - B0
MEONRE  AREREIRESCE

Eo
A °©

#4{8505,818,0005 ¢ (Z T N F
144,756,000/87T) T RBEBZBHBME
BRI D ER [EE B AIMEA B E R
B e

(2) EBBMMMERANERBERTEBERF
BEZBERIMERZ B -

RFRITEBBR A A

(Expressed in thousands of Hong Kong dollars)

(a)

Gross advances to customers by industry sector classified
according to the usage of loans and analysed by percentage
covered by collateral (Continued)

Note:

(@) Trade finance shown above represents loans covering finance of
imports to Hong Kong, exports and re-exports from Hong Kong
and merchandising trade classified with reference to the relevant
guidelines issued by the HKMA.

Trade financing loans not involving Hong Kong totalling
HK$505,818,000 (2009: HK$144,756,000) are classified under
Loans for use outside Hong Kong.

(b) Loans for use outside Hong Kong include loans extended to
customers located in Hong Kong with the finance used outside
Hong Kong.
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() AT B2 % PR A (DA s (a)
3853 8 S DA AR i R Bt 4 4 bl A

#r) ()

B pirh SR EP EK
¥ HEEREERE - 88 E 5 M E R AR
BRIENETREERENT

#BE10%3 A ERTT

(Expressed in thousands of Hong Kong dollars)

covered by collateral (Continued)

Gross advances to customers by industry sector classified

according to the usage of loans and analysed by percentage

For each industry sector reported above with loan balance constituting

10% or more of the total balance of advances to customers, the

attributable amount of impaired loans, overdue loans, and individually

and collectively assessed loan impairment allowances are as follows:

BEXREE
W REE
HBB=@A 18 Bl FE AT
Gross WEEE HEEE
advances Individually  Collectively
REEBEH HWEER  overdue for as d assessed
Outstanding Impaired over3 impairment impairment
—E-ZF+=-A=+-—H As at 31 Dec 2010 balance loans months  allowances  allowances
EEBERNER Loans for use in Hong Kong
ITEER Industrial, commercial
and financial
-MERE - Property investment 14,418,054 - - - 50,394
A Individuals
-BEHMAEEMEER - Loans for the
purchase of other
residential
properties 10,790,753 1,520 893 104 5,930
BERET
B R EE
BB=@A 18 Bl 7 mETy
Gross HEEE AEERE
advances Individually  Collectively
REEBELR WMEER  overdue for assessed assessed
Outstanding Impaired over 3 impairment impairment
“ZEZAE+=-A=1t—H  Asat31Dec 2009 balance loans months  allowances  allowances
EEEFRNER Loans for use in Hong Kong
IEeR Industrial, commercial
and financial
-MERE - Property investment 11,209,001 15,802 = 1,063 60,825
(EPN Individuals
-BEEMEEMEER - Loans for the
purchase of other
residential
properties 10,462,174 6,765 8,406 1,358 8,836
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() AT B2 % PR A (DA s (a)
3853 8 S DA AR i R Bt 4 4 bl A

#r) ()

TREBFANERGSRER 2 ML EFIREES

BB MBI -

(Expressed in thousands of Hong Kong dollars)

covered by collateral (Continued)

RFRITEBBR A A

Gross advances to customers by industry sector classified

according to the usage of loans and analysed by percentage

The amount of new allowances charged to income statement, and the

amount of impaired loans and advances written off during the year were

disclosed in the tables below.

KEEREE
REEEBEER HHEZEXR
M $5% Recoveries of
EEE#H Loans advances
Allownaces written  written off in
written off as previous
—E-2F 2010 back uncollectible years
EEACANEN Loans for use in Hong Kong
IEeR Industrial, commercial and financial
-MERE - Property investment 1) = -
fEA Individuals
-BEHEMAEEMEER — Loans for the purchase of other
residential properties (60) - 427
(61) - 427
KEEREE
REFEEBEER HMEZEXN
M35 Recoveries of
Loans advances
HILELE written  written off in
New off as previous
—EZTAF 2009 allowances uncollectible years
EERERANER Loans for use in Hong Kong
TSR Industrial, commercial and financial
-MERE - Property investment 298 = 5,737
EPN Individuals
-BEHEMEEMEER ~ Loans for the purchase of other
residential properties 1,927 231 2,621
2,225 231 8,358
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(Expressed in thousands of Hong Kong dollars)

(&) H K BEIERAIT R P AR E (b) Non-bank Mainland exposures
—E2-ZF+=-H=+—H
As at 31 Dec 2010
18 Bl S 15
EEEER BESEX WAE R
A ERER SN BREE Individually
On-balance Off-balance assessed
sheet sheet #EXEE  impairment
RBZEFEE Type of counterparties exposure exposure Total allowances
B AR E Mainland entities 5,574,796 215,605 5,790,401 5,418
e B R RBELASNA B K Companies and individuals
BA - mF REER outside Mainland where the
o rh B oA B credits are granted for use
in the Mainland 8,549,542 458,733 9,008,275 35,582
H 32 5 3 F A = b Other counterparties the
WRE BB RIERTT exposures to whom are
HEER R considered by the Group
to be non-bank Mainland
exposures 197,026 - 197,026 -
—BENF+=A=+—H
As at 31 Dec 2009
11 51 FF 14
EEEER BEREX BEEE
ARy EREE SRR Individually
On-balance Off-balance assessed
sheet sheet MEXEE  impairment
REHFER Type of counterparties exposure  exposure Total allowances
B R R Mainland entities 3,046,123 - 3,046,123 -
R B K B ASNA B K Companies and individuals
A - md REER outside Mainland where the
AR B R B A credits are granted for use
in the Mainland 5,643,273 578,294 6,121,567 164,245
H {22 5 % F mn H 2 b Other counterparties the
HWRTE AR RIERTT exposures to whom are
EEPRK considered by the Group
to be non-bank Mainland
exposures 214,212 - 214,212 -

it EERBEeRRPEREEREMET,ER

BZEHE -

other balances of claims on the customers.

Note: The balances of exposures reported above include gross advances and
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(F) $ WA A A7 2 % Bk A I 5%
#*
REERZEHSTRRE S EARBEE 2
RPHTHEEHE - —BTE - EHRHBR
FRBRRZHHT TRAZELE  BRAS R

% o

TRABEFPERERE - BRIRESRF &R RaH
BEPEFRRBRIADMN -

RFRITEBBR A A

(Expressed in thousands of Hong Kong dollars)

(c) Analysis of gross advances to customers and overdue loans

by geographical area

Advances to customers by geographical area are classified according
to the location of the counterparties after taking into account the
transfer of risk. In general, risk transfer applies when an advance is
guaranteed by a party located in an area which is different from that of

the counterparty.

The following table analyses gross advances to customers, individually
impaired advances to customers and overdue advances to customers

by geographical area.

18 Bl 1B

BEFEX
EEERAE  Individualy BAHEFEXR
Gross impaired Overdue

advances to advances to advances to

—E-ZF5+-HA=1+—H 31 December 2010 customers  customers  customers
BB Hong Kong 61,040,284 133,302 152,686
H China 3,859,451 6,364 1,770
SR Macau 6,699,625 24,422 42,352
Hith Others 1,149,628 5,173 11,887
72,748,988 169,261 208,695

BRIRE

EFEX
EEERAE Individualy BAHEFER
Gross impaired Overdue
advances to advances to advances to
—EZEAF+-RA=1+—H 31 December 2009 customers  customers  customers
5 Hong Kong 48,779,171 477,443 501,569
=] China 1,479,379 5,832 3,307
e Macau 6,151,486 40,921 44,487
Hih Others 755,123 5,203 5,203
57,165,159 529,399 554,566
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(AR T ThLHR)

RE1REZ T —SF+ _A=+—HEXR
FERIEDARFBITNGEEMNN (BIERFIHE
RITRAFIRIT (FE)) - BRI MDAHCIZE
CGRITE (BA) RAD A 2 7R E BRI
EEFAENA LR - A EECEMBRER
MiFE2. 280 tE &St 2 A o

RIERBER 2 EARZREBMNT

() fEEE g ARER

(Expressed in thousands of Hong Kong dollars)

The capital adequacy ratio as at 31 December 2010 disclosed in Note
1 above represents the combined ratio of the consolidated position of
DSB (covering BCM and DSB China), Mevas and DAHCI computed on
Basel Il basis with reference to the methods set out in the Banking
(Disclosure) Rules. For accounting purposes, the basis of consolidation

is described in Note 2.2 to the financial statements.

The capital charge for each class of exposures are summarised as

follows:

(i) Capital charge for credit risk

—E-TFE —TThE
2010 2009
F RS R AR Sovereign exposures 1,386 1,431
N BE g JE g AR Public Sector Entity exposures 31,198 38,372
SR1T7 R B A Bank exposures 636,776 797,761
B 7 e B B P Securities firm exposures 3,881 3,500
V% B 3 g Corporate exposures 2,833,555 2,307,769
HEEH Cash items 7,064 5,134
EETERBAE Regulatory retail exposures 665,000 591,682
FEZIBER Residential mortgage loans 866,778 768,960
Hh R 260 B = B A 42 Other exposures which are not past
due exposures 829,531 644,545
180 B [ B A B Past due exposures 66,833 71,103
BEBBERARKREE 2 EAREKETE Total capital charge for
on-balance sheet exposures 5,942,002 5,230,257
HEEEERE R Direct credit substitutes 22 11,645
B P2 HAEE Transactions-related contingencies 8,174 11,641
HE P 2 ATEE Trade-related contingencies 10,824 6,261
RHGER Forward forward deposits placed 7,787 45
H Other commitments 1,143 87,193
MERE 4 Exchange rate contracts 111,695 36,819
MESL Interest rate contracts 33,179 16,031
EEEEH Equity contracts 11,425 158
FEETETARAY Credit derivatives contracts 7 =
BEABGBRINABAE CERNEKETE Total capital charge for
off-balance sheet exposures 184,256 169,793
FEERBZERNERBEE Total capital charge for credit risk 6,126,258 5,400,050

WHWETAKESA B E AR L Z B i
BRERNSWNEE  UIFAEB L BEREEE
N o

This disclosure is made by multiplying the Group’s risk-weighted
amount derived from the relevant calculation approach by 8%, not the

institution’s actual “regulatory capital”.
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(i) % bRz B AR

AEBRBAREFELFET SRR

ARFBTEEBERA

(Expressed in thousands of Hong Kong dollars)

(i) Market risk capital charge

The Group uses the Standardised Approach for calculating market risk.

—2-2Ft=A=1-R
As at 31 Dec 2010

“EFAFT-A=1-H
As at 31 Dec 2009

2B o A 4 2R BEAER ERpEEHE BEREKR
Risk weighted Capital Risk weighted Capital
amount charge amount charge
FI 2R R b A HE (B IR HAME) Interest rate exposures

(including options) 989,475 79,158 997,905 79,832

SN BEE | [ 7 Foreign exchange exposures
(BiEES REE) (including gold and options) 1,496,416 119,713 1,965,241 157,220
2,485,891 198,871 2,963,146 237,052

2\ e AN BURR B 4R R P R R R 1T R R HTER 1T (Fh
B) 2RI 2 0TE A KB -
(iii) #R AR B 2 B A 25K

AEBRBEAERFE AT HERERAR -

The risk-weighted amount included those amounts arising from
derivative contracts executed by BCM and DSB China.
(iii) Operational risk capital charge

The Group uses the Basic Indicator Approach for calculating operational

risk.

—-BF _—TIAF
2010 2009

BRIFER 2 EARER

AEERBEZERRE NMEHEN LB BT
ENEERBIEARER -

FEleERHE FNEERR - mi5EE - FIXE
% mEBETRER - BRERR - BERR KRR
MER - EERBRZELATERNALEZEE
HE - HPpEEE  HENSEEE - ER
THERE R B s E BB g
& o

Capital charge for operational risk 389,601 409,846

The Group recognises the changing nature of risk and manages it

through a well-developed management structure.

Risk management is focused on credit risk, market risk, interest rate
risk, liquidity risk, operational risk, reputation risk and strategic risk.
Credit risk occurs mainly in the Group’s credit portfolios comprising
commercial, wholesale and retail lending, equipment and hire purchase

financing, and treasury and financial institutions wholesale lending.
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AEBHHTSRARTIRNFER - th T2 EAE
BEERBRAZEERGNEEABRINCE
BEX g (BREMEBZEEER) B -

) 2= L i 4 R = ) A ) 58 3 ) 5| B SR B ) B
BOR S T B B R o

nBEERRELBMAREZWHIRAE

BRERBRTERNERERF BTRASZTRELR
BHIRNEMAMELEZERKAEERZA

G o
AA

BERREFANTEBZHEED - 2BRE
HEERRMAIBET R BAESERR - FLA
AR TwEeLEE HUfSTFPFELERN
BHEBE  HBNEPERKMSIEE XREHHE
ERAZFRIORDWA -

REMERBRIZIERRESL ZRIBIERTE - TRZ
MBRE - BITAE 2 REARBRTSEER
R R B T ] B S R B B 7 B T S5 AR A B R
FAREAEHATEZLERR -

BB mRMEIRE M BRR BRI - Kl
FHEZERERFRMNT o

(Expressed in thousands of Hong Kong dollars)

Market risk arises mainly in Treasury and is associated principally with
the Group’s on-balance sheet positions in the trading book, and off-
balance sheet trading positions including positions taken to hedge

elements of the trading book.

Interest rate risk means the risk to the Group’s financial condition

resulting from adverse movements in interest rates.

Liquidity risk arises across the Group’s statement of financial position.

Operational risk is the risk of loss (direct or indirect) resulting from
inadequate or failed internal processes, people and systems or from

external events.

Reputation risk is the risk arising from the potential that negative
publicity regarding the Group’s business practices, operational errors
or operating performance, whether true or not, could cause customer
concerns or negative view, decline in the customer base or market

share, or lead to costly litigation or revenue reductions.

Strategic risk generally refers to the corporate risk that may bring
significant immediate or future negative impact on the financial and
market positions of the Group because of poor strategic decisions,
unacceptable financial performance, improper implementation of

strategies and lack of effective response to the market changes.

Apart from the description of financial risk management disclosed in
Note 3 to the financial statements, the other risk management aspects

are disclosed below.
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(FF) 458 o e, o B S

EEeHMARRINRERERA FEBNEE -
BARERENLIE  EFENEEEE

o HUEEBARE MBERABRKREER S M
HEEHEEEREEEREMER

s UBNAMBIENERERE  BERLE
MITBIES - & %$l§$ E@%T
1E AR (LLHTRR) - EELAH MK
RERBEHERE : &

o  HWHTEE  BEFEEMOTETEIEMIEE

= o

W?E 5 N RS i 5 R R A
BEENRENNRBALERE

)
e
i
m
mE> B

(&) 5 e B

SENERARBEBERRASEBEHBRT
EMES - SERBRIERTSARLEERE
REBENTHEZEEENESSEREERBRM
S HESRERIE R TR EIRIRAE
WIREEmEB M ENBREF - RHOERYH
FTEMER - SEEREBEMNZEMEARER
E’MD,\&I—H‘ B - BEEHTS  KBTE
B EEERNSASEESEE HEEHER
MWFIEMVE EARAEEERBRRBRR -
EEERPEEEREESERFNENIES - £
7 R AR AR EB R o SERBREIR
FEEEENFIMEBHNEEXEREZES -

RHFBITEEER AR

(Expressed in thousands of Hong Kong dollars)

(@) The risk management structure of the Group

The Board of Directors has the broad overall responsibility for the
management of all types of risk. The responsibilities of the Board in

relation to risk control are:

° the approval of the overall strategy and policies to ensure that
credit and other risks are properly managed at both the
transaction and portfolio levels;

. the management of risk, both financial and non-financial,
conducted through operational and administrative control
systems including the operation of the Group Audit Committee;
review of key results (against forecasts), operational statistics and
policy compliance; and

° financial performance by analysis against approved budgets and

analysis of variations in key non-financial measures.

The Executive Committee has been delegated the authority to oversee
and guide the management of different risks which are more particularly
managed and dealt with by Group Risk Division and different functional

committees.

(b) Group risk function

The independent Group Risk function is responsible for ensuring that
policies and mandates are established for the Group as a whole. Group
Risk Division monitors and reports the Group risk positions to the Board
via the Risk Management and Compliance Committee and the
Executive Committee, sets standards for the management of financial
risks and data integrity and ensures that the financial risks are fully
considered in the product planning and pricing process. Group Risk
Division reviews and approves all credit and risk exposure policies for
the Group including the approval of exposures to new markets,
economic sectors, organisations, credit products and financial
instruments which expose the Group to different types of risks. In
determining risk policies, Group Risk Division takes into account the
guidelines established by the HKMA, business direction, and risk
adjusted performance of each business. Group Risk Division is also
represented on the lending or risk committees of the Group’s operating

divisions and businesses.
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AEERRERNEEMBFERIHEEAS
ERER YREASBERENRETFNEE
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E%IJ—L RETERET  ARERFEEREAE
e + P38 D0 OE [ g R S S T R A
&§$@#ﬁiﬁ’] T AEBEERH B FEBER
AR AR ERE S 5RA— R E R E RN
LA - &t%lﬁD‘M—ir,%f‘éimﬁ%&%zﬁﬂhﬂu@ﬂ
ETETRENEBTEMEERBHENR
AE@&EW“*BB%EIHAiBZ**ETﬁHETaﬁ
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AEERLEMRFIOBRFEEERAREZRS
ZELZESRAREMEREXFAENMNER

IIP

R BREMRBRZEHOER - SRTIRRAEE
EEERRIBSAETERREENETRAZE
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(T) 15 8l b
() 1FERRAE

TELBIRRG AR (IRLELR]) - B
HIREERE AR ([BEEE]) REER
SIERFRARA R BAEEERZ I
D= AT HE ([= AT g ) DART Al
HIRTT - E%%% REBURESHRE
ZIEERBEE - REFH (R RBR AR
ﬂ*AQ%Eﬁ#A§% GEYE 2 EE
[ B A A o

REBEERGRITE (BA) RADF Mk
BREZRRF  EHRITHRAZBERAESR
SRR AR Z BT AR -

(Expressed in thousands of Hong Kong dollars)

(b) Group risk function (Continued)

The Group’s risk management expertise continues to advance the
overall quality of the Group’s lending portfolios, and enables the Group
to meet the changing regulatory requirements and enter into credit
exposures with the confidence that it understands the associated risks

and rewards.

The Group is continuing to evolve its risk management capabilities
under the aegis of the Head of Group Risk Division, increasing the focus
of its risk strategy on risk and reward and returns on capital. The Group
uses a range of risk measurement and analytical tools in its
management of the various risks which it faces in its day-to-day
businesses and these are continually being enhanced and upgraded to
reflect the ever-changing business needs and the requirements of the
regulators. The Risk Management and Control function is part of Group

Risk Division and reports directly to the Head of Group Risk Division.

(c) Business division credit committees

Each of the operating divisions of the Group has its own credit or risk
committee responsible for approving and recommending policies, limits
and mandates for risk control within their respective business areas.
This is consistent with the Group’s approach of devolving responsibility
for risk management to the individual business areas under the aegis
of the Group Risk function. As such, each business credit risk function
reports to both Group Risk Division and the business area which it

supports.

(d) Credit risk
(i) Credit risk exposures

Standard & Poor’s Ratings Services (“Standard & Poor’s”),
Moody’s Investors Services (“Moody’s”) and Fitch Ratings are the
external credit assessment institutions (“ECAIs”) that the Group
uses for the assessment of its credit risk exposures to banks,
sovereigns, public sector entities, and collective investment
schemes as well as securitisation exposures and exposures to

corporates that do not qualify as regulatory retail exposures.

The process it uses to map ECAI issuer ratings to exposures
booked in its banking book follows the process prescribed in Part
4 of the Banking (Capital) Rules.
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(Expressed in thousands of Hong Kong dollars)

(d) Credit risk (Continued)

() EEREFAEGE) (i)  Credit risk exposures (Continued)
SATERR
EEA|
EEfETR
2HREZ
BRARAE
Total
ERREERERE exposure
LBRAE RATERR covered by
Exposures after BRMEHE REZER recognised
recognised credit Risk-weighted RESE guarantees
risk mitigation amounts BRIER Total or
BREE B8 REFR B RETR 4% exposure recognised
ag (2 (3) (2 (33) Total risk- covered by credit
-§-%% 2010 Total Rated Unrated Rated Unrated weighted recognised derivative
BREH Class of exposures Exposures (Note 2) (Note 3) (Note 2) (Note 3) amounts collateral contracts
%R The Group
B, EEEERM A On-balance sheet
1. IE#E 1. Sovereign 13,867,181 13,882,965 412,854 17,324 - 17,324 - -
2, DEEf 2. Public Sector Entity 589,154 1,981,580 56,308 378,708 11,261 389,969 - -
3. ZBEREEBT 3 Multlateral
Development
Bank 546,562 546,562 - - - - - -
4 B 4. Bank 20,097,241 19,431,638 702,423 7,793,028 166,679 7,959,107 - -
5 25H 5. Securities firm 97,019 - 97,019 - 48,510 48,510 - -
6. %M 6. Corporate 38,991,459 11,091,051 26,757,492 8,711,545 26,707,893 35,419,438 869,408 306,442
7. B8 7. Cashitems 1,603,552 - 2,550,555 - 88,205 88,205 - -
8 EEEE 8. Regulatory retail 11,308,960 - 11,083,337 - 8,312,503 8,312,503 144,218 102,196
9. fZBE 9. Residential
mortgage loans 24,791,753 - 23,344,016 - 10,834,722 10,834,722 - 1,447,736
10, At REH 10. Other exposures
EREE which are not
past due
exposures 10,394,059 132,063 10,237,076 132,063 10,237,076 10,369,139 24,920 -
11, BBERAR 11, Pastdueexposures 567,788 - 57,788 - 835,408 835,408 27,815 1578
7. BEEERD  B. Off-balance sheet
1. BEMTE 1. Off-balance sheet
IER5E exposures other
fREfTE than OTC
SHIEH derivative
LEEBRR transactions or
MERAE credit derivative
contracts 2,006,384 36,105 1,970,279 17,025 1,729,028 1,746,053 111,800 -
2, BAMTEIRE 2 OTC derivative
2% transactions 1,417,196 1,235,514 181,682 399,957 157,183 557,140 110 20,268
REABENHZ  Exposures deducted
BRAR from capital base 1,812,081
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(d) Credit risk (Continued)

() EEREFAEGE) (i)  Credit risk exposures (Continued)
XATERR
EE L
EEfETA
aHREY
BlRAEER
Total
BRREERRRE exposure
LA E ERTERG covered by
Exposures after BRNESE REZER recognised
recognised credit Risk-weighted REEE guarantees
risk mitigation amounts BRIES Total or
EREE B4 KB R RETR 4% exposure recognised
4% (i) (:£3) (i) (i#9) Totalrisk- covered by credit
ZIINE 2009 Total Rated Unrated Rated Unrated weighted recognised derivative
et Class of exposures Exposures (Note 2) (Note 3) (Note 2) (Note 3) amounts collateral contracts
A58 The Group
B, EEBEAM A Onbalance sheet
1, TEEE 1, Sovereign 5313.943 257,147 45711 17892 - 17892 - .
2. DNEEf 2. Public Sector Entity 807,079 2,373,025 28,191 474,886 4759 479,645 - -
3 %EEREN 3 Mutilatera
Development
Bank - - - - - - - -
4 B 4. Bank 25,951,574 25,632,568 347,006 9,824,791 147,217 9,972,008 - -
5. ®HHE 5. Securities firm 87,510 - 87,510 - 43,755 43,75 - -
6. %8 6. Corporate 32,085,212 11,569,835 19,437,852 9,422,854 19,424,263 28,847,117 742,006 385,792
1. ieEE 7. Cash items 813,420 - 1,680,787 - 64,177 64,177 - -
8 EEZE 8. Regulatory retall 10,014,688 - 9,861,362 - 7,396,022 7,396,022 144,137 183,495
9. [FERIA 9. Residential
mortgage loans 20,989,531 - 19,401,798 - 9,611,998 9,611,998 - 1,587,733
10, Efprd 10. Other exposures
BlEE which are not
past due
exposures 8,092,308 183,877 7,812,929 183,877 7,812,928 8,056,805 35,502 -
11, BEERAE 11, Pastdueexposures 619,990 - 619,990 - 888,781 888,761 71,525 15,808
L. BEBEXM B Offbalance sheet
1. BEMiE 1. Of-balance sheet
TARZE exposures other
EEfE then OTC
TR derivative
LEERER transactions or
NERAE credlt derivative
contracts 1,835,472 39,487 1,795,985 7897 1,451,912 1,459,809 181,792 -
2. EMTETE 2. OTC derivative
25 transactions 1,605,687 1,439,864 165,823 523,795 138,807 662,602 978 31,210
WERERAFZ  Exposures deducted
Ele from capital base 1,863,850
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(T) f&5 &R B ) (d) Credit risk (Continued)

() EERREFAEE)

1. A2EEHEEFEHREWER - 1k
&R FFHERE L) -

2. CSREEFEAMGEERBEEETIRZAE
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(i) XBHFIEEEBRAE

AEBEBREEHNERITEREERAZS
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ENTERGANERRFRIFHRNRE
HRENEE - B EANERZEER
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BEELERE) @ ZEERRAEERRAT
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(i) Credit risk exposures (Continued)

Note
1. principal amount or credit equivalent amount, as applicable, net of
individually assessed impairment allowances.

2. including exposures with ECAI issue-specific rating and exposures
which have an inferred rating (i.e. exposures which do not have an
issue-specific rating but whose risk-weights are determined under
the Capital Rules by reference to an ECAI issuer rating assigned to
the obligor of the exposure or to an ECAI issue rating of any other
exposures of the obligor).

3. exposures which do not have ECAI issue-specific rating, nor
inferred rating.

(i)  Counterparty credit risk exposures

The Group exercises strict control limits in tenor and outstanding
amounts on net open positions arising from over-the-counter
(“OTC”) derivative transactions, repo-style transactions and credit
derivative contracts booked in its banking book or trading book.
The credit risk exposures associated with these contracts are
predominantly their fair values (i.e. the positive marked-to-market
values favourable to the Group). These credit risk exposures
together with potential exposures from market movements are
managed as part of the overall lending limits allowed to
counterparties. Collateral or other security is generally not

obtained for such credit risk exposures.

Settlement risk arises in situations where a payment in cash or a
delivery of securities or equities is made in expectation of a
corresponding receipt in cash, securities or equities. To mitigate
settlement risk, daily settlement limits are established for each
counterparty on the aggregate of all settlements on any day. The
Group will also enter into netting arrangements and make
settlement on the basis of delivery against payment as

appropriate.
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(T) 5 & RE kR ) (d) Credit risk (Continued)
(i) XEBEHFEERBGAEE) (i)  Counterparty credit risk exposures (Continued)
TEBRAREERESIMIER G ZEE The following table summarises the Group’s main credit
EERBEE - exposures arising from OTC derivative transactions.
—E-TF _—_TTHAF
+=A +=A
=+—H =+—H
As at As at
LBIMTERS OTC derivative transactions 31 Dec 2010 31 Dec 2009
& Group
N EIESELEE Gross total positive fair value 746,682 668,396
FEESEHE Credit equivalent amount 1,449,157 1,605,687
RAEHmEE - RER Value of recognised collateral by type
- B HESH - debt securities - 73
- EAfth - others 110 904
eIk Risk weighted amounts 573,121 662,602
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(Expressed in thousands of Hong Kong dollars)

(d)

Credit risk (Continued)

(i)  Counterparty credit risk exposures (Continued)

An analysis of the credit equivalent amounts or net credit

exposures, and the risk-weighted amount is summarised as

follows.

—E-2F —_ZTTANF
+=A +=A
Er=15 =+—H
As at As at
31 December 31 December
BITERS OTC derivative transactions 2010 2009
£E Group
FEHEE Notional amounts:
- NEEB - Public sector entities 35,408 41,681
- 8R17 - Banks 68,185,924 86,360,985
-k - Corporates 3,195,467 3,837,263
-Hfh - Others 336,780 360,301
71,753,579 90,600,230
EESESE/ Credit equivalent amounts/
FERBRFE net credit exposures:
- RE B - Public sector entities 1,027 934
- iR17 — Banks 1,264,771 1,434,084
- % - Corporates 87,424 86,866
- HAh — Others 95,994 83,801
1,449,216 1,605,685
o B pnaE 2R Risk-weighted amounts:
- REBA — Public sector entities 205 187
- 8R17 - Banks 414,550 520,904
& - Corporates 62,371 57,691
- Hi - Others 95,995 83,820
573,121 662,602

RZE—ZF+_A=+—HBERZZZTAN
FE+-_A=Z+—H TEBFRAQOEFEAR
SREENMERSGEHNZEERRE -

There were no credit exposures arising from repo-style

transactions and credit derivative contracts at 31 December 2010

and 31 December 2009.
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(Expressed in thousands of Hong Kong dollars)

(d)

(e)

Credit risk (Continued)
(iii)  Credit risk mitigation

The credit risk mitigation techniques used by the Group are
generally those recognised by the Banking (Capital) Rules for
reduced capital weighting. Common types of collateral obtained
are cash deposits, real estate properties, as well as taxi and public
light bus medallion. For certain types of advances to customers,
the Group also places reliance on guarantees issued by
governments, public sector entities and corporates with

acceptable credit rating.

The value of all real estate properties taken as collateral is
appraised prior to the inception of the loans. For property
collateral supporting problem accounts, their open market values
are appraised at least every six months. For property collateral
that has been repossessed, the Group’s policy is to arrange for

realisation as soon as practicable.

Market risk

The Group is exposed to various types of market risk. Details of the risk

management policies and procedures adopted are set out in Note 3.3

to the financial statements.

(f)

Asset securitisation

The Group uses the standardised (securitisation) approach to calculate

the credit risk for securitisation exposures. The Group is an investing

institution for all classes of exposures below.
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(Expressed in thousands of Hong Kong dollars)

(f)  Asset securitisation (Continued)

RFRITEBBR A A

Standard & Poor’s and Moody'’s are the ECAIs that the Group has used

Az BEHERBAERRA 25 AT E#E - in relation to each and all classes of the securitisation exposures below.
—E2-Ef 2010
-3 Group
2L Bk pn B RS R B
KEE £ L] Exposures deducted from
BhEE Risk- EARRE BOER Tt 0 & 2
FH Securitisation Outstanding weighted Capital Core Supplementary
BB E exposures amounts amount requirements Capital Capital
BHELER Synthetic securitisations
-REEMERETIR - Structured investment
vehicles 1,377 - - 689 688
—ETNF 2009
£ Group
3Bz on 7 BB AR B
AEE ] Exposures deducted from
EAER Risk- N BOLER B an & A&
FEHl Securitisation Outstanding weighted Capital Core Supplementary
2 B A R exposures amounts amount  requirements Capital Capital
EHEK Synthetic securitisations
-HERMERETA - Structured investment
vehicles 10,338 10,338 827 34 33
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(Expressed in thousands of Hong Kong dollars)

(g) Equity exposures in banking book

The Group distinguishes its equity holdings between those taken for

strategic reasons and those taken for capital appreciation purposes at

inception of the acquisition. Equity holdings identified for capital

appreciation purpose is evaluated based on rigorous investment

analysis and is subject to internal guidelines on stock selection,

marketability, valuation, position limit, management action trigger, and

various other control guidelines specified in the Treasury Policy Manual.

Listed equity holdings are valued on the basis of market bid prices.

—E-BF _—TThHF
5 Group 2010 2009
HE S ERmER 2 W Realised gains from sales/liquidations 5 7,128
38 7 Bl Unrealised revaluation gains
-EEREREEEERERN KR 2 88 - Amount included in reserves but not
through income statement 29,973 32,035
- HUB M & A 2 i &8 — Amount deducted from
supplementary capital 511 -
(F) $R47HR Z ) 2 B (h) Interest rate risk exposures in banking book
g%
Currency
BT E BT HAth &t
—E-FF 2010 HK$ us$ EUR Others Total
) = 2 i 1 &2 Interest rate risk shock
EAZB®T +200 basis points
- &R CRid) /4 — (Decline)/Increase
in earnings (48,000) (29,000) 73,000 (144,000) (148,000)
B
Currency
ST ETT BT HAl A&
—ZENEF 2009 HK$ us$ EUR Others Total
) = 2 i 1 &2 Interest rate risk shock
EAZBE®T +200 basis points
- BRI, G D) - Increase/(Decline)
in earnings 57,000 (92,000) 86,000 (125,000) (74,000)
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(Expressed in thousands of Hong Kong dollars)

(i) Operational risk

The Group manages its operational risk through a management
structure comprising members of senior management and operational
risk officers from each business and support function, and operating
through a set of operational risk policies, risk tool-kits, operational risk
incident reporting and tracking system, and control self assessment
and key risk indicator tools. Together with a well established internal
control systems, operational risk in most situations can be adequately
identified, assessed, monitored and mitigated. To allow the operational
risk framework to be clearly communicated to all levels within the Group,

awareness and training programs are conducted from time to time.

To minimise the impact on the Group’s business in the event of system
failure or disasters, back-up sites and operational recovery policies and
plans have been established and tested for all critical business and

operations functions.

Operational risk framework is also supported by periodic independent
reviews of internal control systems by external and internal auditors.
Reporting and assessment of the performance of operational risk
management are monitored by the Group Risk Division and reported to

the Group’s Risk Management and Compliance Committee.

() Reputation risk

The Group manages reputation risk through upholding a high standard
of corporate governance and management oversight, maintenance of
effective policies and procedures with emphasis on internal control,
risk management and compliance; proper staff training and supervision;
proper handling of customer complaints or dissatisfaction; and
adherence to sound business practices. Standards are set and policies
and procedures are established by the Group in all areas, which operate

to reduce vulnerability to reputation risk.

(k) Strategic risk

The Board of Directors, assisted by senior management, is directly
responsible for the management of strategic risk. Directors formulate
the strategic goals and key direction of the Group in line with the
Group’s corporate mission, ensure business strategies are developed
to achieve these goals, oversee the strategic development and
implementation to secure compatibility with the Group’s strategic goals,
review business performance, deploy proper resources to achieve the
Group’s objectives, and authorise management to take appropriate

actions to mitigate risks.
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(Expressed in thousands of Hong Kong dollars)

(I) Implementation of the Basel II Capital Accord

The revised capital adequacy framework known as Basel Il has come
into force for all locally incorporated authorized institutions in Hong
Kong from January 2007. To implement Basel I, the HKMA published
the final Banking (Capital) Rules and Banking (Disclosure) Rules at the
end of 2006.

Basel Il is structured around three “pillars”. Pillar 1 sets out the minimum
capital requirements for a bank’s operational risk, in addition to revising
the “Basel |I” treatment of credit risk and market risk. Pillar 2 requires
that banks should have in place sound internal processes to assess
the adequacy of their capital, based on a thorough assessment of their
risks including those risks not covered under Pillar 1, and that
supervisors should carry out supervisory review of this process. Pillar 3
complements Pillar 1 and Pillar 2 through enhanced market
transparency and market discipline by requiring banks to make public
disclosure of information on their risk profiles, capital adequacy and

risk management.

Starting January 2007, DSB and Mevas adopt the standardised
approach for credit risk and market risk, and the basic indicator
approach for operational risk. These are the default approaches as
specified in the Banking (Capital) Rules. Accordingly, the Group has
overhauled its systems and controls in order to meet the standards

required for these approaches.

(m) The role of Internal Audit

The Group’s Internal Audit Division is an independent, objective
assurance and consulting unit, which is designed to focus on enhancing
and sustaining sound internal control in all business and operational
units of the Group. The Division reports functionally to the Group Audit
Committee, which is chaired by an Independent Non-Executive Director.
The Division conducts a wide variety of internal control activities such
as compliance audits and operations and systems reviews to ensure
the integrity, efficiency and effectiveness of the systems of control of
the Group.
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To the Shareholders of Dah Sing Banking Group Limited
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Dah Sing
Banking Group Limited (the “Company”) and its subsidiaries (together,
the “Group”) set out on pages 56 to 228, which comprise the
consolidated and company statements of financial position as at 31
December 2010, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash
flows for the year then ended, and a summary of significant accounting

policies and other explanatory information.

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants, and the Hong
Kong Companies Ordinance, and for such internal control as the
directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material

misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion solely
to you, as a body, in accordance with section 141 of the Hong Kong
Companies Ordinance and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the

contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free

from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation of consolidated financial statements
that give a true and fair view 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 entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall

presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2010, and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the

Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 23 March 2011
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i 3t Address

Dah Sing Bank, Limited

BB
Aberdeen
SEBEFROLDIT
Admiralty Centre

h 2 5 17
Causeway Bay
FEST
Central
BEWLDT
Fortress Hill
ETHEDT
Gloucester Road
BWEi DT
Happy Valley
BRWDT
Heng Fa Chuen

HEREDT
Hennessy Road

HEBELT

Johnston Road

tAST

North Point

B EED1T

Quarry Bay

BEERERDT

Queen’s Road
Central

BHEEDT

Shaukiwan
AEE DT
Shek Tong Tsui
ERAT
Sheung Wan

BB I ET205%

20 Wu Pak Street, Aberdeen
SEERE18EEF OIS —1E1055 4

Shop no. 10, 1st Floor of the Podium, Admiralty Centre,
18 Harcourt Road, Admiralty

5ff) 7 /2 BT 2 55 15 48257

482 Hennessy Road, Causeway Bay
EEHER19IRKAEH T

G/F., Worldwide House, 19 Des Voeux Road Central
B 278268-2705% BF R E i T

G/F., Sunny House, 268-270 King’s Road
HTITE108 A2 /P LT

G/F., Dah Sing Financial Centre, 108 Gloucester Road
S A A 135 @ AR H T AT

Shop A, G/F., Kam Yuk Mansion, 13 Yuk Sau Street, Happy Valley
508 P ZR T 10055 5 18 I8 B FE 53 b T G595% &

Unit G59, G/F., Heng Fa Chuen Paradise Mall,

100 Shing Tai Road, Chaiwan

JE (F BT JE 55 B 375-3795% I B 7 35 K B S B 4
Shop E, G/F., Lee West Commercial Building,
375-379 Hennessy Road, Wanchai

B BB 16457

164 Johnston Road, Wanchai
278433437 ER A E Hh T

G/F., Chu Kee Building, 433-437 King’s Road

80 £ R 58 2 7B 96357 Hh T~ A45% &

Flat A4, G/F., 963 King’s Road, Quarry Bay
ERAREF8SHEM T

G/F., no. 85 Queen’s Road, Central

B EIEST-87I AN L IE T G854

Shop no. G8, G/F., Tai On Building, 57-87 Shaukiwan Road
2 AR EPE443-4535F 11 T 15-1657 48

Shop nos. 15-16, G/F., 443-453 Queen's Road West

FIREEHET288 FEEEANEM B2 E1/FBE
G/F & 1/F., no. 288 Des Voeux Road Central, Sheung Wan

E5E Tel

2554 5463

3110 1886

2891 2201

2521 8134

2922 3389

2507 8866

2572 0708

2558 7485

2838 2831

2572 8849

2561 8241

2884 4802

2530 0813

2568 5271

2857 7473

2851 6281

£ 5 Fax

2554 0843

3110 2818

2591 6037

2526 9427

2887 7604

2507 8654

2572 0718

2889 2520

2838 2219

2891 3743

2811 4474

2884 3151

2530 0170

2567 5904

2108 4539

2581 2216
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TEMBRT - D110 MHER

41T Branch

RHFBRITERAA

i 3t Address

Dah Sing Bank, Limited

BMREDT
Hoi Yuen Road

AWD1T
Hunghom
ERDT
Jordan
BEST
Kwun Tong
BEST
Lok Fu
EZHWHIT

Mei Foo Sun Chuen

HEADT
Mongkok
KFHT
Prince Edward
ERE DT
San Po Kong
WK BT
Sham Shui Po
BEREREEDT
Telford Gardens
TNED1T
Tokwawan
BERS T

Tseung Kwan O

%2R
P ODIT
Tseung Kwan O
Metro City Plaza
RPWH T
Tsimshatsui
JH i 3t 23 4T

Yaumatei

Bz RIRB625 5K SER R E 5 — B N A4
Portion 2 of Factory A, G/F, Block 1, Camelpaint Buildings,
62 Hoi Yuen Road, Kwun Tong

AR AT 4-65R FE A B b T AR

Shop no. A, G/F., Tak Yue Mansion, 4-6 Dock Street, Hunghom

{2 20 R 2B 33555k
335 Nathan Road, Jordan

VR R B B4 E L P M T 7-957 8

Shop nos. 7-9, G/F., Yee On Centre, 45 Hong Ning Road, Kwun Tong

M E ES — 11012110255 &

Shop nos. 1101 and 1102, 1/F, Lok Fu Plaza, Wang Tau Hom
EZHUEEEES12175 —ENISHCH

Portion C of Shop no. N95, 1/F, 1-17 Mount Sterling Mall,
Mei Foo Sun Chuen

T /5 5 BB 697 5%

697 Nathan Road, Mongkok

B AE 15 5 N E M T ESR A

Shop E, G/F., Carprio Mansion, 1 Lai Chi Kok Road
BB IE105R

10 Choi Hung Road, San Po Kong

WK IR 12455 10T

G/F., 124 Fuk Wing Street, Shamshuipo

NEEEERR RS — I — 12 F5A-FBASH

Units F5A-F6A, Level 2, Telford Plaza I, Kowloon Bay

+ & E237A 5 2 K S

|I-Feng Mansion, 237A Tokwawan Road

15 B RE R AR A E i T G31-325% i &

Shop nos. G31-32, G/F., The Edge,

9 Tong Chun Street, Tseung Kwan O

15 BB ER I AP LB = B — 11275 &
Shop no. 127, Level 1, Metro City Plaza lll, Tseung Kwan O

L IR BB E66-705: & T A=
Golden Crown Court, 66-70 Nathan Road, Tsimshatsui

SER i b 3 BB 561 5%
561 Nathan Road, Yaumatei

E5E Tel

2191 8103

2365 8110

2385 0161

2389 3911

2337 6300

2370 2660

2394 4261

2392 3088

2326 5165

2361 0951

2927 4130

2365 9035

2752 1223

2927 2101

2366 9121

2782 1339

£ 5 Fax

2191 8723

2363 5917

2782 0993

2341 4638

2337 6922

2370 2006

2391 9104

2392 3310

2350 0894

2958 0985

2755 4967

2363 5696

2752 1098

2702 2305

2311 1491

2385 9285
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MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES
4 1T Branch b3t Address BE Tel B X Fax
RERITERAD A

Dah Sing Bank, Limited

HREDTT
New Territories Branches

258

R#2O1T BRI I BE65% & 3 & 15 = 12 302A K 302B5: &

Cheung Fat Shop nos. 302A and 302B, Level 3, Cheung Fat Plaza, 2436 1866 2436 1505
6 Tam Kon Shan Road, Tsing Yi

BIF51T ORI EF LB T ACERMT

Kwai Fong Block C, G/F., Podium Level, New Kwai Fong Gardens, 2487 8033 2489 1253
Kwai Chung

SBLUESDT Y 55 8 1L 78 B 60855 5 $7 1L B 45 — #2287-28855% M

Ma On Shan Plaza Shop nos. 287-288, Level 2, Ma On Shan Plaza, 2929 4137 2633 3432
608 Sai Sha Road, Ma On Shan, Shatin

BERHEDIT &K & Al 335% 5 7 108 D-E5

Maritime Square Shop nos. 108D-E, Maritime Square, 33 Tsing King Road, Tsing Yi 2435 1368 2435 1582

BB ST T 950 22 75 168-23657 /& ik 177 93-955% #

Ocean Walk Shop nos. 93-95, Ocean Walk, 168-236 Wu Chui Road, Tuen Mun 2404 6931 2404 7130

BRES T 2D HE 2885 H T

Sha Tsui Road G/F., no. 288 Sha Tsui Road, Tsuen Wan 26151510 2615 1099

PHDT b B A E RO M 95R A

Shatin Shop no. 9, G/F., Lucky Plaza, Shatin 2606 3533 2601 2413

EkaiT K ER & B8 55-5955 Jk BUE b T BSR4

Sheung Shui Shop no. B, G/F., Siu Kai House, 55-59 San Fung Avenue, 2671 5030 2672 1533
Sheung Shui

RERT NI 22 R X B B AR 012D 5% &

Tai Po Shop no. 012D, Tai Po Mega Mall, On Chee Road, Tai Po 2667 2588 2664 3637

RKEZT RKEKEESLEH 55

Tai Wai Shop no. 5, G/F., Kam Shan Building, Tai Wai Road, Tai Wai 2691 1272 2606 1531

RKBEEEDT RKE B E % = 8113257 &

Tin Shui Wai Chung Fu Shop no. 132, Chung Fu Shopping Centre Stage 2, Tin Shui Wai 2448 9008 2448 9112

EES1T EEARE14-16RZ B KE

Tsuen Wan Dang Fat Mansion, 14-16 Tai Ho Road, Tsuen Wan 2492 8102 2415 0984

EMTHESDT BRI ESE — e E i T 1655 &

Tuen Mun Town UG Shop 16, Tuen Mun Town Plaza Phase 2, Tuen Mun 2441 6218 2441 6613

Plaza

RBEDT R U | L) BROF BE SR AT 1 SR SR AR VE Y 3 TN 235R 4

Tung Chung Shop 23, G/F., Tung Chung Crescent, 1 Hing Tung Street, 2109 3484 2109 4353
Tung Chung, Lantau Island

EHWHT 1) 25 25 B TR 25 A 7 35201 5%

Wah Ming Estate Shop no. 201, Wah Ming Shopping Centre, Wah Ming Estate, Fanling 2677 8830 2669 9950

T 51T TR E K 59BY: A &1&

Yuen Long Tung Cheong Mansion, 59B On Ning Road, Yuen Long 2479 0167 2474 8498

RN D17

Shenzhen Branch

w517
Shenzhen

BRI SRR A RBEE201050F I E RO KRE+ AE1504BE

Unit 1504B, 15/F, Shenzhen Development Center Building,
2010 Renminan Road, Shenzhen, China

(86-755)
8223 2284

(86-755)
8223 2279
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TEMBRIT - DT HR
MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

41T Branch i 3t Address E5E Tel

REEERTROBRAF

Banco Comercial de Macau, S.A.

B 51T

Macau Branches

[ X V& K 55 K 57258

Main Branch Avenida da Praia Grande, No. 572 (853) 8791 0000

RERT 7 LE 3R B K5 B8R 43958

Almirante Lacerda Avenida Almirante Lacerda, No. 43-B (853) 2831 6191

EDBEAT BNIR 55818 K5 K 30-30E5%

Areia Preta Estrada Marginal do Hip6dromo, Nos. 30-30E (853) 2837 8262

STEST JRPIE 1B KB B 53-5957 1 TN i ¥ S #TA,B, D4

Horta e Costa Avenida Horta e Costa, Nos. 53-59, R/C, (853) 2821 6523
Edf. Grand Oceania, Lojas A,B,D.

BEST BORGEDREENIE13 B A"

Kin Wa Estrada Marginal da Areia Preta, S/N, (853) 2845 0759
Edif. Kin Wa, Bloco 13, R/C, Loja “A”

& it 2 17 &b K 40-425R AL T

Mercadores Rua dos Mercadores, Nos. 40-42, R/C A (853) 2857 2610

EH51T R & 4 & 45315-3635% 1 2% FI| R O iy T~ O

Nape Alameda Dr. Carlos D' Assumpc¢éo, Nos. 315-363, (853) 2872 2515
Edificio “Hot Line”, R/C, Loja “O”

BEE ST & E I 4-65%

Palha Rua da Palha, Nos. 4-6 (853) 2837 3762

ATOD1T A4T M 2957

Ponte e Horta Praca Ponte e Horta, No. 29 (853) 2837 8704

BHRBEDIT B = 3T B 1540255

Ribeira do Patane Rua do Visconde Pago d’Arcos, No. 402, R/C (853) 2895 2942

T2 REH ST T AT RS 6955 A

Sidonio Pais Avenida Sidonio Pais, No. 69-A (853) 2857 3637

AlniT AWERAHE T —EEEmEEE 18/ “CC

Toi San Rua Onze Bairro Tamagnini Barbosa, S/N, (853) 2823 8483

Jardim Cidade Nova, Bloco 18, R/C Loja “CC”

&F DT

Taipa Branches
RKFREHBDIT
Prince Flower City

EREST
Tak Fok

RRNERTFIEW — B TIA

Rua de Evora, Prince Flower City, Lai Sau Kok, R/C |

ERAGREREESIEEFH

Avenida de Kwong Tung, S/N, Edificio Tak Fok Seaview Garden,

R/C, Loja “F”

(853) 2884 2788

(853) 2882 1308

BREBDIT

Coloane Branch

BEBAIT
Coloane

B35 A 95D
Largo do Matadouro, No. 9-D

(853) 2888 2374
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RFWITEBBR A A

41T Branch 3k Address
R#FRIT (PE) BRLQ A
Dah Sing Bank (China) Limited
BT ARIYITH 28 8 12 R B R R 504750 R Y| B R ER1T K E161EB-F - K1
Head Office Unit B-F & K, 16/F, Shenzhen Development Bank Building,
5047 Shennan Dong Road, Luo Hu District, Shenzhen
YR FE X 1T FYIT 2 B L 20145 IR ERNEARE 3 H B

Shenzhen Zhenye G/F, Block A, Zhenye Building, 2014 Baoan Nan Road, Shenzhen
Sub-Branch

/o EETREREZEIL K865 1EB

Shanghai Room B, 1/F, 86 North Cao Xi Road, Xu Hui District, Shanghai
MESTT mETELK1365FE1-2/8

Nanchang 1/F & 2/F, 136 Dieshan Road, Nanchang

EIDT L #R & HEDT T AR IR 595%

Zhenjiang 59 Jiefang Road, Zhenjiang

EHERITERAA

MEVAS Bank Limited

BT BB ELITBE1085% A< @ O37#23704=

Main Branch Suite 3704, 37/F, Dah Sing Financial Centre,

108 Gloucester Road, Hong Kong

E5E Tel

(86-755) 2519 9033

(86-755) 2238 5505

(86-21) 2411 3388

(86-791) 6887 333

(86-511) 8530 9999

2921 2485






