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SUPPLEMENTARY FINANCIAL INFORMATION

The following information is disclosed as part of the accompanying information to the accounts

and does not form part of the audited accounts.

1 CAPITAL ADEQUACY AND LIQUIDITY RATIOS

2000 1999

�� !"# Capital adequacy ratio 17.8% 20.0%

�� !"#$%& Adjusted capital adequacy ratio 17.8% 20.0%

�� !"# Liquidity ratio 43.3% 56.4%

The capital adequacy ratio represents the consolidated ratio of the Bank, ICBC (Asia)

Finance Limited and UBCBM as at 31st December computed in accordance with the

Third Schedule of the Banking Ordinance.

The adjusted capital adequacy ratio represents the consolidated ratio of the Bank,

ICBC (Asia) Finance Limited and UBCBM as at 31st December computed in accordance

with the guideline “Maintenance of Adequate Capital Against Market Risks” issued by

the Hong Kong Monetary Authority. The adjusted ratio takes into account both credit

and market risk as at 31st December.

The liquidity ratio is calculated as the simple average of each calendar month’s average

liquidity ratio for the twelve months of the financial year on a consolidated basis,

which includes the Bank and ICBC (Asia) Finance Limited, in accordance with the

Fourth Schedule of the Banking Ordinance.
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2 COMPONENTS OF CAPITAL BASE AFTER DEDUCTIONS

The capital base after deductions used in the calculation of the above capital adequacy

ratios as at 31st December and reported to the Hong Kong Monetary Authority is

analysed as follows:

�� 

Group

2000 1999

�� �� 

HK$’000 HK$’000

�� !" Core capital:

�� !""# Paid up ordinary share capital 901,744 901,439

�� Reserves 1,168,700 1,059,193

2,070,444 1,960,632
------------------ ------------------

�� !" Supplementary capital:

�� ��!"#$%& Reserves on revaluation of land and

interests in land 173,944 173,944

�� !"# General provisions for doubtful debts 124,000 124,512

�� !"# Gross value of supplementary capital 297,944 298,456

�� !"#$% Eligible value of supplementary capital 297,944 298,456
------------------ ------------------

�� !"#$%&' Total capital base before deductions 2,368,388 2,259,088
------------------ ------------------

�� !"#$%&'( Deductions from total capital base (40,060) (44,931)
------------------ ------------------

�� !"#$%&' Total capital base after deductions 2,328,328 2,214,157
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3 CURRENCY CONCENTRATIONS

The US dollar net position constitutes more than 10% of the total net position in all

foreign currencies and is reported as follows:

�� 

Group

2000 1999

�� �� 

HK$’000 HK$’000

�� ! Equivalent in Hong Kong dollars

�� ! Spot assets 3,954,000 3,931,000

�� ! Spot liabilities (5,584,000) (3,353,000)

�� ! Forward purchases 2,457,000 368,000

�� ! Forward sales (879,000) (920,000)

�� !"#$% Net (short)/long position (52,000) 26,000
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4 SEGMENTAL INFORMATION

(a) By geographical area

In 2000 and 1999, over 90% of the Group’s operating income, profit before

taxation, total assets, total liabilities, and contingent liabilities and commitments

arose from or were booked in Hong Kong.

(b) By class of business

2000

�� 

Group

�� ��

�� ! �� ! �� !"#

Commercial Retail �� ! Investment ��

banking banking Treasury banking Consolidated

�� �� �� �� �� 

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

�� !"#$ Operating profit before

�� provisions 122,665 108,587 36,861 22,900 291,013

In 1999, over 90% of the Group’s operating profit before provisions was

attributable to the operation of its commercial and retail banking businesses.

Commercial banking business includes the acceptance of deposits from and the

extension of credit and trade finance facilities to commercial, industrial and

institutional customers.

Retail banking business includes the acceptance of deposits from individual

customers and extension of mortgage lending, personal loans and credit card

services.

Treasury activities involve mainly the provision of foreign exchange services,

cash management for deposit taking and lending activities and the overall funding

of the Group.

Investment banking business includes the provision of debt capital market and

corporate finance advisory services.
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4 SEGMENTAL INFORMATION (Cont’d)

(c) Advances to customers

Gross advances to customers by industry sector

�� 

Group

2000 1999

�� �� 

HK$’000 HK$’000

�� !"#$% Loans for use in Hong Kong

�� !" Industrial, commercial and financial

� �� ! — Property development 409,876 339,115

� �� ! — Property investment 2,302,350 2,334,067

� �� ! — Financial concerns 1,318,788 1,152,235

� �� !" — Stockbrokers 15,285 7,039

� �� !"# — Wholesale and retail trade 1,450,817 1,619,366

� �� — Manufacturing 732,765 258,827

� �� ��!" — Transport and transport equipment 400,374 171,470

� �� — Others 1,582,242 1,605,428

�� Individuals

� �� !"#$%&' — Loans for the purchase of flats in Home

�� !"#$%&'  Ownership Scheme, Private Sector

�� !"#$%  Participation Scheme and

�� !"#$  Tenants Purchase Scheme 21,129 22,197

� �� !"# — Loans for purchase of other residential

�� !"  properties 3,101,897 2,150,276

� �� — Others 878,140 955,713

�� ! Trade finance 846,220 646,498

�� !"#$%&' Loans for use outside Hong Kong 562,675 670,650

13,622,558 11,932,881

In 2000 and 1999, over 90% of the Group’s advances to customers were made

to counterparties located in Hong Kong. In determining this analysis no account

has been taken of transfer of risk with respect to claims guaranteed by a party in

a country different from that of the counterparty.
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5 OVERDUE AND RESCHEDULED ADVANCES

(a) The gross amounts of advances to customers which have been overdue are

analysed as follows:

�� 

Group

�� !"# �� �� �� 

�� �� �� �� �� �� !

Percentage

of total Market

Gross advances to value of Secured Unsecured Specific

advances customers collateral amount amount provision

�� �� �� �� �� �� 

HK$’000 % HK$’000 HK$’000 HK$’000 HK$’000

��   ! At 31st December

�� !�"# 2000

�� !"#$ Six months or less but

�� !" over three months 157,991 1.2 141,106 122,974 35,017 20,992

�� !"# One year or less but

�� !" over six months 426,750 3.1 295,583 227,766 198,984 128,479

�� ! Over one year 1,938,429 14.2 751,873 635,670 1,302,759 1,086,224

2,523,170 18.5 1,188,562 986,410 1,536,760 1,235,695

��   ! At 31st December

�� !�"# 1999

�� !"#$ Six months or less but

�� !" over three months 904,408 7.6 614,955 496,531 407,877 120,351

�� !"# One year or less but

�� !" over six months 888,466 7.4 483,859 476,789 411,677 179,744

�� ! Over one year 1,257,381 10.5 742,358 720,827 536,554 448,116

3,050,255 25.5 1,841,172* 1,694,147 1,356,108 748,211

* Market value of collateral for 1999 has incorporated the effect of a
HK$600,000,000 guarantee provided by China Merchants and its associates.
The guarantee was released in June 2000 in consideration for the underwriting
of the Junior PLNs by China Merchants.
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5 OVERDUE AND RESCHEDULED ADVANCES (Cont’d)

(b) Rescheduled advances

�� 

Group

�� !"# �� !"#

�� �� 

2000 % of total 1999 % of total

�� advances to �� advances to

HK$’000 customers HK$’000 customers

�� !"# Rescheduled advances

to customers 559,204 4.1% 622,240 5.2%

Rescheduled advances which have been overdue for more than three months

under the revised repayment terms are included in the analysis of overdue

advances in (a) above.
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�� 

Group

�� !

Advances to customers

2000 1999

�� �� 

HK$’000 HK$’000

�� !"#$%&' Advances which are overdue for more than

three months 2,523,170 3,050,255

�� ! Rescheduled advances 559,204 622,240

3,082,374 3,672,495

�� !"#$%& Less: Advances which are overdue for more than

�� !"#  three months and on which interest is still

��  being accrued (214,146) (179,616)

�� !"#$% Less: Rescheduled advances on which interest is

�� !  still being accrued (11,710) (61,583)

�� !"#$%&'() Add: Non-performing loans which are not overdue

�� !"#$%&  for more than three months or rescheduled 318,682 342,420

�� !"#$ Total non-performing loans 3,175,200 3,773,716

5 OVERDUE AND RESCHEDULED ADVANCES (Cont’d)

(c) Overdue and rescheduled advances are reconciled to non-performing loans,

which represent advances on which interest is being placed in suspense or on

which interest accrual has ceased, as follows:

In 2000 and 1999, over 90% of the Group’s overdue and non-performing loans

were made to counterparties located in Hong Kong.
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6 RISK MANAGEMENT

Industrial and Commercial Bank of China (Asia) Limited (the “Bank”), a principal

subsidiary of the Group, has established policies and procedures for the identification,

measurement, control and monitoring of credit, liquidity, foreign exchange, interest

rate and market risks. The policies and procedure are reviewed on a regular basis by

senior management and the relevant functional committees. The internal auditors also

perform regular checks to ensure compliance with policies and procedures.

(a) Credit risk management

Credit risk arises from the possibility that borrowing customers or counterparties

in a transaction may default on their payment obligations. It arises from the

lending, trade finance, treasury, derivatives and other activities undertaken by

the Group.

The Bank’s credit policy defines credit extension criteria, the credit approval,

review and monitoring processes, and the system of loan classification and

provision.

The Group manages all types of credit risk on a prudent basis by evaluating the

creditworthiness of various types of customers and counterparties based on an

assessment of business, financial, market and industry sector and collateral

information applicable to the types of credit extended. Day-to-day credit

management is performed by the Credit Risk Management Department and their

decisions are reviewed regularly by the Risk Management Department, the Credit

Committee and the Executive Committee. Credit limits are set for each product,

counterparty, country and industry sector and actual exposures are reviewed

regularly by management and subject to checks by the internal audit function.
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6 RISK MANAGEMENT (Cont’d)

(b) Liquidity risk management

Liquidity risk is the risk that the Group cannot meet its current obligations as and

when they fall due. The Bank’s Asset and Liability Management Committee

monitors on an ongoing basis, the Group’s mix of loans and deposits, funding

requirements and forecasts and maturity mismatches and maintenance of the

statutory liquidity ratio. Appropriate limits are set to ensure that the Group would

be able to meet all short-term funding requirements. As noted above, the Group’s

average liquidity ratio for the year was 43%, well above the statutory minimum

of 25%.

The Group also maintains sufficient standby facilities with other institutions to

provide for unexpected liquidity needs and material cash outflows arising from

its operations.

(c) Foreign exchange risk management

Foreign exchange risk is the risk that the net exposure positions in foreign

currencies will adversely affect the Group as a result of a change in exchange

rates. The Group’s foreign exchange risk arise from foreign exchange dealing,

commercial banking operations and foreign currency exposures taken on as

part of the Group’s business strategy. All foreign exchange positions are managed

by the Group’s treasury department on a daily basis within established limits

approved by senior management.

Foreign currency balances arising from customer transactions are normally offset

against other customer transactions or transactions with the market. Foreign

currency funding used to fund Hong Kong dollar assets is hedged using currency

swaps or forward exchange contracts to mitigate the foreign exchange risk.
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6 RISK MANAGEMENT (Cont’d)

(d) Interest rate risk management

Interest rate risk is the risk that the Group’s position may be adversely affected

by a change in market interest rates. The Group’s interest rate risk arises mainly

from the timing difference in the repricing of interest bearing assets and liabilities.

The Group manages its interest rate risk by way of entering into off-balance

sheet interest rate hedging instruments to hedge a proportion of the Group’s

loans as determined by the Asset and Liability Management Committee upon

consideration of market and interest rate conditions.

(e) Market risk management

Market risk is the risk of loss in assets, liabilities and commitments arising from

the net effect of changes in market rates and prices, such as interest rates,

foreign exchange rates, equity and commodity prices. The Group’s market risk

primarily arises from its positions in foreign exchange, investment securities and

derivatives in its trading book.

The Group’s market risk exposures in different activities are managed by way of

limits established by the Asset and Liability Management Committee and approved

by the Board of Directors. Exposures are measured and monitored on the basis

of contractual or notional amount, outstanding balances and stop-loss limits. All

market risk trading positions are subject to daily mark-to-market valuation,

monitored and managed by the treasury department. Independent checks and

reviews are conducted by the Group’s internal audit function to ensure compliance

with risk limits and Group’s guidelines. All exceptions are reviewed and approved

by the appropriate level of senior management and the Asset and Liability

Management Committee.

The average daily revenue earned from the Group’s market risk related activities

during the year was HK$22,000 and the standard deviation for such daily

revenue was HK$68,000.

No comparative figures were disclosed as the Directors consider that the extent

of the Group’s market risk related activities in 1999 was minimal and the

corresponding revenue was immaterial.
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6 RISK MANAGEMENT (Cont’d)

The following histogram show the frequency distribution of daily revenues related to

market risk activities of the Group in 2000:
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