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CITIC International Financial Holdings Limited (“CIFH") is the financial flagship
of China International Trust and Investment Corporation (“CITIC") outside
Mainland China. CIFH is approximately 56% owned by CITIC and is the
holding company of CITIC Ka Wah Bank Limited (“CKWB"), a locally
incorporated licensed bank in Hong Kong, and CITIC International Assets
Management Limited (“CIAM"), an asset management company which
specializes in distressed assets management, direct investments and financial
advisory services. CIFH also holds 25% of CITIC Capital Markets Holdings
Limited (“CCMH"), a China-focused investment bank operating in three core

businesses: investment banking, asset management and securities brokerage.

CIFH was formed on 25 November 2002 as the Group’s holding company
following the re-organization of CKWB. The re-organization into a holding
company increases the Group’s overall competitiveness and provides the
subsidiaries and associated companies under CIFH greater strategic
advantages and higher flexibility in collaborating with the CITIC Group and
related entities. As of 30 June 2003, the Group’s total assets exceeded
HK$79 billion.
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FEEREEmERERAR (FEIAAE]) The Board of Directors of CITIC International Financial Holdings Limited
EEEMAEM  ARaRASEHBEA A (the “Company”) is pleased to announce the unaudited consolidated

(h [AEE])BE_TT=

FRNA=ZT results of the Company and its subsidiaries (the “Group”) for the six

BIEARBEARKEZNFR PGS EE - % months ended 30 June 2003 and the Group's state of affairs as at that
RZANBBEMRARELERET date together with the comparative figures as follows:—
meakmk Consolidated Income Statement
KIEEEZ Unaudited
AEE
The Group
BEA~NA=1tHILAXEA
Six months ended 30 June
ZEB=F | ZTTF
REER RIEE % =14
R
2003 2002
Unaudited Unaudited Variance
Restated
B 5 BET T ok
Note HK$'000 HK$'000 %
AW A Interest income 3(@) | 1,417,465 | 1,549,137 (8.50)
FEZH Interest expense (629,832) | (695,238) (9.41)
FFE A Net interest income 787,633 853,899 (7.76)
BRARAZKA Fees and commission income 172,713 215,451 (19.84)
EZRARMAEEI WM Fees and commission expense (20,863) (25,326) (17.62)
H A 22 & WA Other operating income 3(b) 67,630 61,331 10.27
FEF B HA Non-interest income 219,480 251,456 (12.72)
Ll A Operating income 2 1,007,113 | 1,105,355 (8.89)
S Operating expenses 3(c) (466,942) | (527,441) (11.47)
RETZE 8 A48 & 5 A Operating profit before provisions 540,171 577,914 (6.53)
RIEREMR Charge for bad and doubtful debts (235,027) (210,968) 11.40
£ & Operating profit 305,144 366,946 (16.84)
HEBFEEEETF Net profit/(loss) on disposal of
swm A, (B 1E) tangible fixed assets 68 (151)
HEKHB QA& Net profit on disposal of
B 2 N 5% 0 A subsidiaries and associates - 27,303
FEEINHESL Provision write back/(made)
BEFBHEE (CEH) on held-to-maturity securities
and investment securities 2,264 (2,073)
PTG B & A &) Share of profits less losses
van 7| gL 5 18 of associates 63,268 7,995
1F 5 2 75 89 BR Tt Bl s A Profit from ordinary activities
before taxation 2 370,744 400,020 (7.32)
18 Taxation 4 (63,791) (60,702) 5.09
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RSB S AT B MR AR CITIC International Financial Holdings Limited

Ra R

REFE K (')

Consolidated Income Statement

Unaudlited (cont’d)

K&
The Group

BEANA=THILAREA

Six months ended 30 June

“EE=F | ZTT-F
REERZ RICEZ e
E 2R
2003 2002
Unaudited Unaudited Variance
Restated
B =E BT T BT T
Note HK$'000 HK$'000 %
EEERZBREERF Profit from ordinary activities
after taxation 306,953 339,318 (9.54)
DLE R RS Minority interests - (1,403) (100.00)
[i% B8 F& 1k i A Profit attributable to shareholders 306,953 337,915 (9.16)
R & H H R 2 =1l Interim dividends declared 3 cents
—ETF =) (2002: 3 cents) per share 5 95,432 90,956
BRAF Earnings per share
— &K — Basic 6(a) 10.00¢ 11.20¢
— e — Diluted 6(b) 10.00¢ 11.19¢

ENE=FT=ZANHRZTBEARTHHBRE 0 -

The notes on pages 8 to 33 form part of this interim financial report.
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REEEREXR

Consolidated Balance Sheet

RIEEZ Unaudited
AEE
The Group
—ge=5| —TT-4
AA=+H| +tZA=1+—H
RBER K
E 1R
As at As at
30 June 2003 | 31 December 2002
Unaudited Audited
Restated
B =E BET T BT T
Note HK$'000 HK$'000
BE Assets
RehSHES Cash and short-term funds 7&13 5,488,324 5,946,661
— & A & 2 a9k 17 & Placements with banks and
Hfth & BB 73X other financial institutions
maturing after one month 13 919,916 221,006
B S EBRREE Trade bills less provisions 477,230 374,942
7 E Certificates of deposit 8&13 1,070,162 1,030,944
EfEAEEE Other investments in securities 9&13 4,178,568 3,219,559
EEZR K HEHAM Advances to customers and
AR TE R 2= other accounts less provisions 10 & 13 41,840,995 43,531,505
BEZINBLFRIEERES Held-to-maturity securities and
investment securities 11&13 22,058,814 18,621,468
EET B E = Deferred tax assets 18 65,464 78,090
GENRIEE Investments in associates 410,870 358,002
Bk Goodwill 1,106,030 1,135,923
BREEEE Tangible fixed assets 1,636,775 1,676,193
REE Total assets 79,253,148 76,194,293
8& Liabilities
RITREM S REE Deposits and balances of banks and
FRRETT other financial institutions 13 2,715,740 2,120,181
BEREXR Deposits from customers 12&13 58,485,464 55,535,460
B BT RE Certificates of deposit issued 13 5,069,630 5,832,513
RIERIBEE Deferred tax liabilities 18 18 20
HEBRTE & EH Other accounts and provisions 1,150,591 1,042,720
wmas Total liabilities 67,421,443 64,530,894
E&RR Capital resources
fig A Share capital 3,181,081 3,035,313
(ERE] Reserves 14 4,360,452 4,337,914
RERE® Shareholders’ funds 7,541,533 7,373,227
BB E AR Loan capital 4,290,172 4,290,172
ELRREHEE Total capital resources 11,831,705 11,663,399
EENESRFRHALE Total liabilities and capital resources 79,253,148 76,194,293

ENEZF=FTZANHNZBEATHUBERE MO °

The notes on pages 8 to 33 form part of this interim financial report.
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REERBEHRR

Consolidated Statement of Changes in Equity

RAEF = Unaudited
AEH
The Group
—g®=% | -—TE-&
AA=+H NA=+A
RIEEZ RACEZ
R
As at As at
30 June 2003 30 June 2002
Unaudited Unaudited
Restated
BT T BT T
HK$'000 HK$'000
R—H— BRI RE = Shareholders’ equity at 1 January
— 10 B BE 3 — As previously reported 7,426,293 6,253,677
—HIFERRELERIE — Prior year adjustment in respect of
{EE R A deferred taxation (53,066) 21,235
—E#H — As restated 7,373,227 6,274,912
X E5 Exchange differences 1 2
RIEW RN ER W Net gain not recognised
= A E in the income statement 1 2
% 5 P& 1 5 Profit attributable to shareholders
— 10 Ay BE =R — As previously reported 306,953 375,908
— R ERELEHIE — Prior year adjustment in respect of
1B KA = deferred taxation - (37,993)
— B — As restated 306,953 337,915
HENEZERE Dividends approved during the period (394,630) (75,753)
st &) Movements in share capital:
REBREG B BT R Shares issued under the Option Scheme 298 3,783
RUABR A B E 81 21T 3T AR Shares issued under scrip dividends 145,470 =
R BTG Shares issued under rights issue - 432,585
B iR 1 % B Net share premium received 110,214 289,886
__________ 255,982 726,254
AANA=ZTHERRRER Shareholders’ equity at 30 June 7,541,533 7,263,330
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HHGERERER Condensed Consolidated Cash Flow Statement
RAEEZ Unaudited
AEE
The Group
BZXA=1+HIEAEA
Six months ended 30 June
—gE=5 | -—TP-%
REERZ REEIZ
2003 2002
Unaudited Unaudited
BT T BT T
HK$'000 HK$'000
RE, (AR RE %R Net cash from/(used in)

EXNRE S EE operating activities 830,957 (195,084)
AR E £ IR F5E Net cash used in investing activities (10,151) (457,749)
(AR /KEREEBTD Net cash (used in)/from

& F5 financing activities (405,809) 2,302,961
HERBSEEEBEIMFEE  Netincrease in cash and cash equivalents 414,997 1,650,128
R—A—B®MRe K Cash and cash equivalents

ReEEIER at 1 January 5,610,712 6,154,058
RAA=THHNEREEZ R Cash and cash equivalents

ReEMEIEBR at 30 June 6,025,709 7,804,186
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A HA B A% R B R Notes to the Interim Financial Report
RAEEE Unaudited

(1) MAER

(1) Basis of preparation

AP B HmE DRBEREHAER SN
BRAE ([BRA]) TR E™m AR
ME - YN adsemERR (&
EWSADEG Ik PACS R AR T %75
B HMMEERESIREEGAA
SCEFTEBER)E 255 — [ B
BRE | mBEMAK

AP HREDAEEREEHES
BET M EBMIREEE G A SR
o i) Rz B R 55 7005% — [oh HA BA 75
HENEHNETERN  MEFEHS
BEBMBESESNBLERRSE TN
EN+EZEM AR

AR BREANAHBE_TT
ToA=T—BUEMRFENTBEER
WABRARRRZM B EE 2 EE R
B BEHRAIKEZERR BE_F
Z_HF+-A=+—RIFEZEER
B(REMER _TE=F=A+_H
HHNBEARTEREZER) IR
AR E Y EEM R RE

BRIATNPrEE R Bin - AR BRI A 3R E =
AEERR_TZE_FEEEMBRE
PITER B B9 & 5T B T A B

BEFE  BEERBEERREAIEL
#REAWA RS 2 5T B EIED
EXBEMEENREEZE - LAEE
R - EERABEERSERERETE
AERMNBERL TS SR - AEERE
BAREMAGMBLANR_TT=F
— A BAEMOC(EFEBKERDF 12
5 (IBR]) - RMBENEER ANt
B -

The interim financial report has been prepared in accordance with
the requirements of the Main Board Listing Rules of The Stock
Exchange of Hong Kong Limited (“the Stock Exchange”), and
complies fully with the recommendations in the Guideline on
“Interim Financial Disclosure by Locally Incorporated Authorised
Institutions” issued by the Hong Kong Monetary Authority (“HKMA™)
and Statement of Standard Accounting Practice (“SSAP") 25
“Interim Financial Reporting” issued by the Hong Kong Society of
Accountants (“HKSA").

The interim financial report is unaudited, but has been reviewed by
KPMG in accordance with Statement of Auditing Standards 700
“Engagements to Review Interim Financial Reports”, issued by the
HKSA. KPMG's Independent Review Report to the Board of
Directors is included on pages 47 to 48.

The financial information relating to the financial year ended 31
December 2002 included in the interim financial report does not
constitute the Company’s statutory financial statements for that
financial year but is derived from those financial statements.
Statutory financial statements for the year ended 31 December
2002 are available from the Company’s registered office. The
external auditors expressed an unqualified opinion on those financial
statements in their report dated 12 March 2003.

The interim financial report is prepared on a basis consistent with
the accounting policies adopted by the Group in the 2002 statutory
financial statements excepted as mentioned below:

In prior years, deferred tax liabilities were provided using the liability
method in respect of the taxation effect arising from all material
timing differences between the accounting and tax treatment of
income and expenditure, which were expected with reasonable
probability to crystallise in the foreseeable future. Deferred tax
assets were not recognised unless their realisation was assured
beyond reasonable doubt. With effect from 1 January 2003, in
order to comply with SSAP 12 (revised) issued by the HKSA, the
Group adopted a new policy for deferred tax.
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R BB 3R B A

FEEE (B)

Notes to the Interim Financial Report
Unaudited (cont’d)

(1) MBEERE (&) (1) Basis of preparation (cont’d)

EER ANz g TR % - NEBERERE
R A7 #59,173,0007T (ZEBEE Z 1
A=+HIEXMEA - FA8%37,993,000

) MRZEE=FA=THAE
EEEIBED KD B62,221,000
TT R I hNA 18,000 (R T 4
TZA=+—8 : FPAHS53,046,000
7T R 12 0% #20,0007T) © Hre& st
HEANEEBER N - REBNRFHE
ZEE R H BB T R R R AT HE
REEEIERE - HENGEERZ T
RAPHE o

EHEABERZT  HAMEHE 2R
EHMRERIR - REHRAEENAE
ERARHERAENEERBBEAR
EEZENEREZEEMEL < ELTHR
REEDBERAERNHEBRL
HBR o BT AR ES IR M
VIR EE R BB R TR IR
WEREEENRRLEZRIN - ERLT
MIA B {8 K R AT e B BR B0 A1) T LA
HHEMNEEHAEESD THER -

ELERARNEAEER AENTERE
HeHREEHERMIER LERM
M RMiER - RERBEEERABED
ERREI I -

REFEER  ARRKEFEHBEBN
BLERBEEE BT BE BHNERK
i N DA B IR AR BT A M sk 19 BB 40 T AFH
R o IR AR ST A IR A B A S SR
BRANERDGNE - BTED -

As a result of the adoption of this accounting policy, the profit for
the period has decreased by HK$9,173,000 (six months ended 30
June 2002: decreased by HK$37,993,000) and the assets and
liabilities as of 30 June 2003 have decreased by HK$62,221,000 and
increased by HK$18,000 respectively (31 December 2002: decreased
by HK$53,046,000 and increased by HK$20,000). The new
accounting policy has been adopted retrospectively, with the
opening balances of retained profits and reserves and comparative
information adjusted for the amounts relating to prior periods as

disclosed in the consolidated statement of changes in equity.

Under the new accounting policy, income tax for the period
comprises current and deferred tax. Deferred tax assets and
liabilities arise from deductible and taxable temporary differences
between the carrying amounts of assets and liabilities for financial
reporting purposes and the tax bases. Deferred tax assets also arise
from unused tax losses and unused tax credits. All deferred tax
liabilities, and all deferred tax assets to the extent that it is probable
that future taxable profits will be available against which the asset
can be utilised, are recognised, except temporary differences arising
from goodwill not deductible for tax purposes and the initial
recognition of assets or liabilities that affect neither accounting
nor taxable profit.

The amount of deferred tax provided is based on the expected
manner of realisation or settlement of the carrying amount of the
assets and liabilities, using tax rates enacted or substantively enacted
at the balance sheet date. Deferred tax assets and liabilities are
not discounted.

The carrying amount of a deferred tax asset is reviewed at each
balance sheet date and is reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow the
related tax benefit to be utilised. Any such reduction is reversed to
the extent that it becomes probable that sufficient taxable profit will
be available.
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A HA B A% R B R Notes to the Interim Financial Report
FAEER (BB) Unaudited (cont'd)
(2) 7 HEH (2) Segmental information
(a) BWEE D (a) By geographical area
AEH
The Group

BZRA=THLEAEAR
Six months ended 30 June

it 2 %2 “ER-F t 3 %5 T
X0 EX0
RA(BR) | afl/ (BE) BEWA mEWA
2003 2002 2003 2002
Restated Restated
Operating Operating
*Profit/(Loss) *Profit/(Loss) Income Income
BWTR |  BETFL|  AmIR|  BETR
HK$'000 HK$'000 HK$'000 HK$'000
B Hong Kong 366,415 395,789 985,599 1,082,257
h Mainland China (1.727) 225 - 800
£ UsA 6,056 4,006 22,860 23,644
B EEREHIEE Less: Inter-segment items - = (1,346) (1,346)
370,744 400,020 1,007,113 1,105,355
* &R IEE EB R T AR A *  Profit from ordinary activities before taxation
REBBNFNERET G E 285 Profit from Hong Kong included share of profits of associates
A& #63,268,0000C (ZZEZT —F : B amounting to HK$63,268,000 (2002: HK$7,995,000).
#7,995,0007T) °
BRERRERESHER ZIBRE S 2 The comparative figures of segmental information have been
(R O BUERBTHORFTESH & restated to reclassify group elimination to various geographical area
NEPESHIEE FHEENIEE S segments, which was included in “Inter-segment items” previously
ZHAMHME o to better reflect the geographical area segment results.
LB RS THEREEME AR The above geographical analysis has been classified by the location
SHE AR EELEMBE D - S of the principal operations of the subsidiaries or associates, in case
BAAR - AINBRERFEIKEE of the Company itself, of the location of the branches responsible

AR SITHE B D - for reporting the results or booking the assets.
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A HA B A 3R B AL Notes to the Interim Financial Report
FAEER (BB) Unaudited (cont'd)
(2 PEEHR (&) (2) Segmental information (cont’d)
(b) BEKED (b) By class of business
A5E
The Group

BEXA=tHLXEA
Six months ended 30 June

—2EZE T —EE=F “TE-F
EX B
SRR (BR) | R/ (B8B) BEWA IAON
2003 2002 2003 2002
Restated Restated
Operating Operating
*Profit/(Loss) *Profit/(Loss) Income Income
BETRT BETT BETR BETT
HK$'000 HK$'000 HK$'000 HK$'000
TERT Retail banking 138,652 52,818 518,662 467,011
TERT Wholesale banking 110,781 127,717 381,648 359,066
BERT Investment banking 22,896 5,174 - 22,275
BB Treasury 236,837 259,201 278,220 310,585
Aol Unallocated (138,422) (44,890) (169,891) (52,074)
w o EEREEE Less: Inter-segment items - = (1,526) (1,508)
370,744 400,020 1,007,113 1,105,355
* ERIEIEE X R AS A *  Profit from ordinary activities before taxation
REHZERITRARSEIEBFES A Profit from investment banking and unallocated included share of
BIE T BTG & A Bl A7 22,900,000 profits of associates amounting to HK$22,900,000 and
JC N B #£40,368,000T(—EZ —F : 5 HK$40,368,000 respectively (2002: HK$7,995,000 and Nil).
Il A 7 ¥ 7,995,000 K %) °
AREFERMDEBERIZEREH 2 The comparative figures of segmental information have been
FE O BHBRETHOETES®H & restated to reclassify group elimination to various business segments,

WEEIHIEE FHREERNIIRE HE which was included in “Inter-segment items” previously to better
ZEMET o reflect the business segment results.
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R BB R R A

FEEE (B)

(3) @ FBKA

Notes to the Interim Financial Report

Unaudiited (cont’d)

(3) (a) Interest income

rEE
The Group
BZEAA=1+HLEAEA
Six months ended 30 June

—B2=F —TT-F
2003 2002
BET T ok
HK$'000 HK$'000
BHEERENBWA Interest income from investments in securities 556,540 552,896
H A A S A Other interest income 860,925 996,241
1,417,465 1,549,137
(b) HrR&EWA (b) Other operating income
REE
The Group

BZA~A=1+HIEAEA
Six months ended 30 June

—EE=HF —ET_-F
g
2003 2002
Restated
BT T BT T
HK$"000 HK$'000
H b i #5 Other revenue
& B U A Dividend income
FELEMEE Unlisted investments 5,256 3,381
& W AR Rental income less outgoings of HK$2,761,000
75 #2,761,0007T (2002: HK$2,216,000)
(2002 : ¥ 2,216,0007T) 6,973 7,264
12,229 10,645
Hi g A Other net income
HEE5REF RS Net gain on other investments in securities 32,629 27,894
HNEE B B F U Net gain arising from dealing in foreign currencies 21,956 7,193
HihBEBE X% FEE Net loss arising from other dealing activities (6,032) (10,165)
HAb Others 6,848 25,764
55,401 50,686
67,630 61,331
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R BB 3R B A

FEEE (B)

(3) (0 mExH

Notes to the Interim Financial Report

Unaudiited (cont’d)

(3) () Operating expenses

rEE
The Group
BEXA=t+THLXEAR
Six months ended 30 June

—EERZ=F —ETF
B
2003 2002
Restated
BET T S ¥ F T
HK$'000 HK$'000
fE B KA Staff costs

FehEMEERKRA Salaries and other staff costs 215,969 263,537
RIKS KA Retirement costs 18,113 20,726

BFRIBHEX G Premises and equipment expenses
EFHe Rental of premises 24,367 26,033
e Depreciation 59,419 51,862
Hh, Others 38,911 39,995
EEE Advertising 16,329 32,489
kS Goodwill 29,893 29,893
A~ B R S A o Communication, printing and stationery 28,220 22,388
EERBEEXEER Legal and professional fee 8,133 12,275
% EAT BN & Auditors’ remuneration 2,108 1,802
H Others 25,480 26,441
466,942 527,441
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R BB R R A

FEEE (B)

(4) Bi1E

Notes to the Interim Financial Report
Unaudited (cont’d)

(4) Taxation

rEE
The Group
BZEAA=1+HLEAEA
Six months ended 30 June

—B2=F —TT-F
2003 2002
BEET T ok
HK$'000 HK$'000
AHFIE -FBRNESHESE Current tax — Provision for
Hong Kong Profits Tax
A RE] Tax for the period 45,928 16,902
MEFENIEBBERE Over-provision in respect of prior years (1,423) =
44,505 16,902
AEBIE - BN IE Current tax — Overseas
A RE] Tax for the period 947 1,153
947 1,153
IE FE i 18 Deferred tax
EHEECEREESEXEBE  Origination and reversal of temporary differences 19,943 41,444
EMHEEHN—A—HBHH Effect of increase in tax rate on deferred
BETHIB 2 & tax balances at 1 January (7,319) =
12,624 41,444
T i Bt & X R 75 18 Share of associates’ taxation 5,715 1,203
FHIEA T Total income tax expense 63,791 60,702

R-ZZE=F=F  BARFEHEE
AREEARNEBEBOFEHERI16%
EINZE17.5% © BINDITRHTE QR
TR - AR EF QL [ IR TR R

HE

In March 2003, the Hong Kong Government announced an increase
in the Profits Tax rate applicable to the Group’s operations in Hong
Kong from 16% to 17.5%. Taxation for branches and subsidiaries
outside Hong Kong is similarly charged at the appropriate current

rates of taxation ruling in the countries in which they operate.



ZET=FFH RS 2003 Interim Report

15

R BB 3R B A

FEEE (B)

(5) FEAIRE

R-_ZT=FA=+H#%& EFgs
k3 A T AR AR - T S R A R H B
BRERIELER -

Notes to the Interim Financial Report
Unaudited (cont’d)

(5) Interim dividends

The following dividends were declared by the Board of Directors
after 30 June 2003 and have not been provided for in the interim
financial report.

rEH
The Group
BEXB=1+BLXEA

Six months ended 30 June

—2E=F —TT=F
2003 2002
BET T BT
HK$'000 HK$'000
TR ERRR BB RR S B =11l Interim dividends declared of HK$0.03
(ZZBZ = BE={L) (2002: HK$0.03) per share 95,432 90,956

(6) EXRBESRAER

(a)

BE_ZE=FA=+HIEEAH
FARE AR FI 2 1% R AR R (G s £ B 1
306,953,000 (ZEZ —F &R : B
337,915,0007T) & EAN B 317 AR A
hNkE 15 £03,068,479, 1140k (— T Z —
F : 3,017,076,6390%) 5T & -

BHE_ZZE=FA=THILEAKN
GRS B F) 2R R IR R 5 ) B
306,953,0007C (ZZEE = F FHH : B
337,915,0007T) K5t P8 & 88 L il
IR R B AR R T RAR I TS
%3,069,671,310 (=T F — F :
3,020,368,832/%) 5+ & o

(6) Basic and diluted earnings per share

(a)

The calculation of basic earnings per share for the six months ended
30 June 2003 is based on profit attributable to shareholders of
HK$306,953,000 (2002 restated: HK$337,915,000) and on the
weighted average of 3,068,479,114 (2002: 3,017,076,639) ordinary
shares in issue during the period.

The calculation of diluted earnings per share for the six months
ended 30 June 2003 is based on profit attributable to shareholders
of HK$306,953,000 (2002 restated: HK$337,915,000) and on the
weighted average of 3,069,671,310 (2002: 3,020,368,832) ordinary
shares after adjusting for the effects of all dilutive potential
ordinary shares.
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A HA B A% R B R Notes to the Interim Financial Report
REEE (B) Unaudited (cont'd)
(7) BeREHES (7) Cash and short-term funds
AEMHE
The Group
—EE=F —TT_F
XA=+H |tZA=1+—H
As at As at
30 June 31 December
2003 2002
BET T ok
HK$000 HK$'000
He RRNIRITR Cash and balances with banks and
H th © B8 10 77 5K other financial institutions 765,690 499,915
BIEA R 2 HA @ M E 3K (a) Money at call and short notice (a) 4,714,836 5,058,548
BlE % (BIEINEE S ZEE) (b) Treasury bills (including Exchange Fund Bills) (b) 7,798 388,198
5,488,324 5,946,661
() BMEAREHBAGEREE—EAR (@) Money at call and short notice represents deposits of up to a
FHAMWFER - maximum of one month maturity.
(b) BEEFEFEINEESEE)NDN (b) The analysis of treasury bills (including Exchange Fund Bills) is
o as follows:
AEMHE
The Group
—EE=F T F
ANA=+RH |+t=ZA=+—H
As at As at
30 June 31 December
2003 2002
BET T BT
HK$'000 HK$'000
BEZRIHES Held-to-maturity securities 7,798 =
HEMFELEE Other investments in securities - 388,198
7,798 388,198
LT RBARREMR Unlisted and issued by central
R ERIT BT governments and central banks 7,798 388,198
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(8) FR=E

Notes to the Interim Financial Report

Unaudiited (cont’d)

(8) Certificates of deposit

REE
The Group
—EE=F —ET-F
ANAB=+H |+t=ZA=+—8H
As at As at
30 June 31 December
2003 2002
BET T BT I
HK$'000 HK$'000
BEZIBAES Held-to-maturity securities
JEET Unlisted 1,040,192 937,340
W Listed - 93,604
1,040,192 1,030,944
HEMEAEE Other investment in securities
JEET Unlisted 29,970 =
1,070,162 1,030,944
ETHESNTE : Market value of listed securities: - 97,496
9) HEFKE (9) Other investments in securities
REE
The Group
—EE=fF —ZTT - F
AB=+8 |+t=ZA=+—8
As at As at
30 June 31 December
2003 2002
BT T 7S T T
HK$°000 HK$'000
BEXES Debt securities
REZELET Listed in Hong Kong 129,364 68,394
REBE AN E Listed outside Hong Kong 2,114,065 1,161,618
JEET Unlisted 1,594,006 1,728,570
3,837,435 2,958,582
= Equity securities
REE L™ Listed in Hong Kong 32,231 16,280
JEET Unlisted 275,111 210,906
307,342 227,186
BREES Investment fund
JEET Unlisted 33,791 33,791
4,178,568 3,219,559
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A HA B A% R B R Notes to the Interim Financial Report
FACFE% (1B) Unaudited (cont'd)
9) HEHXRBE (&) (9) Other investments in securities (cont’d)
rEH
The Group
—EEB=F —ET=F
~NB=+H |+t=ZA=+—8H
As at As at
30 June 31 December
2003 2002
BT T BT T
HK$'000 HK$'000
HihB AR ERTHBWT © Theissuers of other investments in
securities are as follows:
R AT R R R Central governments and central banks 411,161 461,795
RIT R H b & Bk Banks and other financial institutions 2,747,495 2,019,330
EANAT] Corporate entities 609,548 296,103
NEWE Public sector entities 410,364 442,331
4,178,568 3,219,559
EHESFHTE Market value of listed securities:
BB FH Debt securities 2,243,429 1,230,012
% = Equity securities 32,231 16,280
2,275,660 1,246,292
(10 EFEFERRHEMRERER (10) Advances to customers and other accounts less
provisions
() EFBRREMBRERERS (a) Advances to customers and other accounts less provisions
rEH
The Group
—EE=F —ET-F
~NA=+RH |+t=ZA=+—H
As at As at
30 June 31 December
2003 2002
BT T BT T
HK$'000 HK$'000
BEE K Advances to customers 41,118,965 42,611,139
I BR RF R A Specific provisions for bad and doubtful debts (672,945) (614,506)
AR —ARERE General provisions for bad and doubtful debts (460,201) (494,985)
39,985,819 41,501,648
RIT R H b & B B R Advances to banks and other financial institutions 63,212 79,872
FE ST FI B & E th BR TE R 2E 5 Accrued interest and other accounts less provisions 1,791,964 1,949,985
41,840,995 43,531,505
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A HA B A 3R B AL Notes to the Interim Financial Report
RASER (8) Unaudited (cont'd)

(10)BEFBFREMERERE®S ()  (10) Advances to customers and other accounts less
provisions (cont’d)
(b) TRAOAERSEMNEEBAGRRIE (b) Non-performing loans are advances on which interest is being

EFIEFFERBRAT : placed in suspense or on which interest accrual has ceased are as
follows:
K%M
The Group

EB=Y 3 7 BB R

R B &R BRER BERREN
BRMAE 2] BRI &R EEAE
Specific
Pledged provisions
amount for  in respect of
Total amount of loans on loans on
loans on which which interest  which interest Amount of
interest is placed is placed in is placed in interest
in suspense suspense suspense suspense
BET T BET T BT T BT T
HK$'000 *% HK$'000 HK$'000 HK$'000
R-ZZBE=F As at
ANA=1H 30 June 2003 2,383,984 5.80 1,394,771 618,045 399,172
RZZTE—F As at
+=—A=+—H 31 December 2002 2,369,005 5.56 1,443,100 574,349 370,032
*  (hRPRREEE *  Based on total advances to customers
RZEE= ZTERZZTT_F There were no advances to banks and other financial institutions in
+ZA=+—H  SEAITEFNELA the Group on which interest is being placed in suspense or on which
FRRBESEELEFENRITREMS interest accrual has ceased as at 30 June 2003 and 31 December
R B EAR - TVRE B ERERRIE 2002, nor were there any specific provisions made for them on
% P K 4 B R Rl 2E A o these two days.
LEEZEEBARNERREEEZ B The specific provisions were made after taking into account the

IR R R - value of collateral in respect of such advances.



20

RSB S AT B MR AR CITIC International Financial Holdings Limited

R BB R R A

FEEE (B)

(MBEZIHBERRERS

Notes to the Interim Financial Report

Unaudiited (cont’d)

(11) Held-to-maturity securities and investment securities

REE
The Group
—EEB=F —ET=F
~NB=+H |+t=ZA=+—8H
As at As at
30 June 31 December
2003 2002
BT T BT T
HK$000 HK$'000
BFEZIHNRS BEEES Held-to-maturity securities — debt securities
REE L™ Listed in Hong Kong 1,205,889 276,062
REBAIMNEE ETH Listed outside Hong Kong 8,509,938 5,096,234
9,715,827 5,372,296
FE LT Unlisted 12,356,636 13,265,061
22,072,463 18,637,357
REBSF —BEBRERS Investment securities — debt securities
JEEmm Unlisted 15,932 15,932
REEH -KRE Investment securities — equity securities
JEEmm Unlisted 24,041 24,065
22,112,436 18,677,354
BEEE Provision for diminution in value
A 2B HES Held-to-maturity securities (53,622) (55,886)
22,058,814 18,621,468
BREFRBEEN The issuers of debt securities
BATHENT - and equity securities are as follows:
PR AT R R AR Central governments and central banks 1,183,806 1,011,640
RIT R H b Bk Banks and other financial institutions 11,029,918 7,866,612
AN A Corporate entities 9,607,003 9,506,110
NEWE Public sector entities 279,777 281,060
HAb Others 11,932 11,932
22,112,436 18,677,354
FTRESEHNHE Market value of listed securities
BB FH Debt securities 10,773,168 5,709,174
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A HA B A 3R B AL Notes to the Interim Financial Report
FAEFE% (18) Unaudited (cont'd)
(12)ZFFER (12) Deposits from customers
RE
The Group
—EB=F —ET=F
ANB=+H |t=ZA=+—8H
As at As at
30 June 31 December
2003 2002
BET T BT T
HK$000 HK$'000
EHREREFER Demand deposits and current deposits 7,385,182 1,283,195
B ENK Savings deposits 7,607,733 7,274,653
7E Bf - BVEA K A2 HA B A0 1F 5K Time, call and notice deposits 43,492,549 46,977,612
58,485,464 55,535,460
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A HA B A% R B R Notes to the Interim Financial Report
FAEER (BB) Unaudited (cont’d)
(132 B 2 H (13)Maturity profile
b8
The Group
AR
B8%E Z@ANL —-ENE &3
HEEE WEEE - ZIE BEHNE AH ag
3 months
or less
but not 1 year 5 years
Repayable repayable or less or less
on on but over but over After
demand demand 3 months 1year 5 years Undated Total
BETT BETR BT BETR BETR BETT BYETR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ZEE=FXA=TH As at 30 June 2003
BE Assets
BehEfgs Cash and short-term funds 765,690 4,722,634 - - - - 5,488,324
—EARIANBTR Placements with banks
e RBERR and other finandial
institutions maturing
after one month - 919,916 - - - - 919,916
FRE Certificates of deposit - 302,003 248,369 519,790 - - 1,070,162
EMERRE-ERES Other investments
in securities - debt
securities - 702,617 309,987 2,066,948 753,802 4,081 3,837,435
EFEH Advances to customers 2,186,433 3,162,797 6017453 14,698,918 13,177,966 1875398 41,118,965
RORELESREERR Advances to banks and
other financial
institutions - - 3,212 60,000 - - 63,212
BERIBMESREEES  Held-to-maturity securities
—EBES and investment securities
- debt securities - 2,197,780 1648485 11,430,223 6,711,371 100,536 22,088,395
2,952,123 12,007,747 8227506 28,775,879 20,643,139 1,980,015 74,586,409
& Liabilities
BOREMEREE Deposits and balances of
FRRER banks and other
financial institutions 183254 2,527,486 5,000 - - - 2,715,740
EPRER Deposits from customers 15,021,611 41,178,156 2,105,055 180,642 - - 58,485,464
BREIFHRE Certificates of deposit issued - 266985 1,962,029 2,840,616 - - 5,069,630
15,204,865 43,972,627 4,072,084 3,021,258 - - 66,270,834
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Notes to the Interim Financial Report

Unaudiited (cont’d)

(13)Maturity profile (cont’d)

F£H
The Group
=fEAR
BE&E ZEANE —ENE i
MEEE AEER E-F 0% RENE B 2%
3 months
or less
but not 1 year 5 years
Repayable repayable or less or less
on on but over but over After
demand demand 3 months 1 year 5 years Undated Total
BT BETT BBTT BBTT BB BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Z2Z-F+-F=1—-H  Asat31December 2002
BE Assets
RehEHES Cash and short-term funds 499915 5,058,548 388,198 = = - 5,946,661
—EARINANETR Placements with banks
e RBERR and other finanial
institutions maturing
after one month - 221,006 - - - - 221,006
FHE Certificates of deposit - 16,069 458,366 556,509 - - 1,030,944
EMBFRE-ERES Other investments
in securities - debt
securities - - 861,769 1,516,962 575,770 4,081 2,958,582
EFEH Advances to customers 2,503,004 3643523 4688290 15,167,716 14461832 2,056,684 42,611,139
ROREMERERERR Advances to banks and
other financial
institutions - - 19,872 60,000 - - 79,872
BEEHSEESRBEES  Held-to-maturity securities
-EBEF and investment securities
~ debt securities - 193974 2474339 9,409,058 6,548,386 27532 18,653,289
3,093,009 9,133,120 8,890,834 26,710,245 21585988 2,088,297 71,501,493
8 Liabilities
ROREteREE Deposits and balances of
FRR&ER banks and other
financial institutions 166,163 1,954,018 - - - - 2,120,181
EPER Deposits from customers 9,041,737 43254336 3,232,652 6,735 - - 55,535,460
BREIFHRE Certificates of deposit issued - 1,000000 1566579  3,265934 - - 5832513
9,207,900 46,208,354 4799231 3,272,669 - - 63,488,154
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A HA B A% R B R Notes to the Interim Financial Report
REEE (B) Unaudited (cont'd)
(14)f# 18 (14)Reserves
r&
The Group
“EE=ERAZTH
As at 30 June 2003
REN% Epx
RBEE EffRE EfhRE ERGHE -REE EAEE REEH ag
Investment Other
property property
Share  revaluation revaluation Capital General Exchange Retained
premium reserve reserve reserve reserve  differences profits Total
BRI BRI BRI BRI BRI BRI BB BRI
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
R-22=£-5-A At 1 January 2003
—MAER ~ As previously reported 1,712,952 - 11,945 37,500 100,000 319 2528264 4390980
—HEERELENE ~ Prior year adjustment
fEitif B in respect of
deferred taxation - - - - - - (53,066) (53,066)
—55 - As restated 1,712,952 - 11,945 31,500 100,000 319 2,475,198 4,331,914
HRAEETRD Share premium on shares
) issued during the period 110,214 - - - - - - 1021
Ei=8 Bxchange differences - - - - - 1 - 1
A-EEGERS Dividends approved in respect
of the previous year - - - - - - (394,630)  (394,630)
SRR Profit for the period - - - - - - 30695 306,953
RZBE=£XA=1H At 30 June 2003 1,823,166 - 11,945 37,500 100,000 320 2387521 4,360,452
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Notes to the Interim Financial Report
Unaudited (cont’d)

(14)Reserves (cont’d)

A58
The Group
ZEECETZA=T-R(ER)
As at 31 December 2002 (Restated)

RENE -0k H
KAEE iR B ARG —hER EizE RE R g
Investment Other
property property
Share revaluation revaluation Capital General Exchange Retained
premium fesenve fesenve fesenve resene  differences profits Total
BRI BETT BRI BRI BETT BYTT BETT BETT
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
RZ55-F-5-8 At 1 January 2002
— AER - As previously reported 1426213 151 11,945 37,500 100,000 1 208,036 3,658,166
—HEERELEHR ~ Prior year adjustment
RS in respect of deferred taxation - - - - = = 21,235 21,235
— 54 - As restated 1426213 151 11,945 37,500 100,000 3 2,103,271 3,679,401
KERHBRRAER Share premium on rights issue 286,990 - - - - - - 286,990
AEEERIRH Share premium on shares
)l issued during the year 5,749 - - - - - - 5,749
HEHBARENR Release on disposal of subsidiary (6,000) = = = = = = (6,000
RENZEREER Net deficit on revaluation
of investment properties - (151) - - - - - (151)
Eiz# Exchange differences - - - - - 2 - )
A-EEGERS Dividends approved in respect
of the previous year - - - - - - (75,754) (75,754)
KER ST Profit for the year
—MAIER - As previously reported - - - - - - 612,944 612,944
—HEERELENE ~ Prior year adjustment in respect
fEmif AR of deferred taxation - - = - - = (74,301) (74,301)
—&4 - As restated - - - - - - 538,643 538,643
AEEERRE Dividends declared for the year - - - - = = (90962) (90962)
RZBBZE+ZAZ+-H  At31December 2002 1,712,952 - 11,945 37,500 100,000 39 2475198 4337914

Rty m ERRH A X B EC(R RGN %

ASBISPTE ¥ o

section 48B of the Hong Kong Companies Ordinance.

The application of the share premium account is governed by
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Unaudited (cont’d)

(15EERERINEAR
() REAMRER
ATRESIERFAERAREHS

(15)Off-balance sheet exposures
(a) Contingent liabilities and commitments

The following is a summary of the contractual amounts of each

BHE significant class of contingent liabilities and commitments:
rEE
The Group

—EE=H —ET 4

XA=+H |tZA=1+—H

As at As at

30 June 31 December

2003 2002

BETT BT T

HK$'000 HK$'000

EEREERER Direct credit substitutes 804,360 1,187,756

WS BN EIEE Transaction-related contingencies 38,993 38,994

HE MO EER Trade-related contingencies 1,805,132 1,262,930

EHAEBER Forward forward deposits placed 75,000 -

H At A HE Other commitments:

—REBHBE—FAT — with an original maturity of
sk A] 4 {5 14 R EE under 1 year or which are

unconditionally cancellable 9,786,726 9,294,444
—REHBE—FRA L — with an original maturity of

1 year and over 1,014,801 922,801

13,525,012 12,706,925

FERERAEREEERBNTA
EREREALER AR RBUREE
MEREAE - SHSBRREERHND
FIEMRBELEFPHERMBAERERD
T - ANEER A EDIHR RS
R HANSBLIFBHAIEERA -

Contingent liabilities and commitments are credit-related instruments
which include acceptance, letters of credit, guarantees and
commitments to extend credit. The contractual amounts represent
the amounts at risk should the contract be fully drawn upon and the
client default.  As the facilities may expire without being drawn
upon, the contract amounts do not represent expected future

cash flows.
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(b) $TET A
METARERE - RAZHEELEE
SIEHNEERETEEENMBEA -

ATRASERBEI2ITATANES
TEME

Notes to the Interim Financial Report

Unaudiited (cont’d)

(15)Off-balance sheet exposures (cont’d)

(b) Derivatives

Derivatives refer to financial contracts whose value depends on the

value of one or more underlying assets or indices.

The following is a summary of the notional amounts of each

significant type of derivatives entered into by the Group:

E3
The Group
—EE=fXA=1+H —EE-_F+-_A=+—H
As at 30 June 2003 As at 31 December 2002
RS i M 5 #m k)
Trading Hedging Total Trading Hedging Total
BETRT BETT BT T BT T BT T BT T
HK$'000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
EXxEH Exchange rate contracts
RHR 5 Forwards 967,010 - 967,010 1,095,192 - 1,095,192
FHRZ5 Swaps 12,554,245 6,873,640 19,427,885 | 34,890,559 4,999,417 39,889,976
B A HiE Options purchased 366,272 - 366,272 66,884 - 66,884
B HE Options written 328,028 - 328,028 40,490 = 40,490
ANEEH Interest rate contracts
ZHZ 5N Forwards and
HERS futures 17,327,000 - 17,327,000 2,262,090 - 2,262,090
FHRI5 Swaps 2,420,047 9,471,045 11,891,092 2,127,535 9,526,349 11,653,884
B A i Options purchased 931,162 - 931,162 931,162 - 931,162
B I HE Options written 1,028,666 178,003 1,206,669 931,162 = 931,162
B3 E & Equity contracts
HERS Futures 38,336 - 38,336 - - -
B A i Options purchased - 23,732 23,732 - 18,372 18,372
B HE Options written - 23,732 23,732 = 18,371 18,371
35,960,766 16,570,152 52,530,918 | 42,345,074 14,562,509 56,907,583

AERNRZARAEEEINE - MERKF
FMGHET EETANZERSERE
MARFRENXZZE  XHFRABREHE -

The above transactions are undertaken by the Group in the foreign
exchange, interest rate and equity markets.

of these instruments indicate the volume of transactions outstanding

and do not represent amounts at risk.

The notional amounts
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Unaudited (cont’d)

(BEEEEXRIIER ()

(0 AEEEEREXRINEBRNEERAR
EERBIMESENT - EEEARTA
BEFRTHNTE  ATERBRAER

(15)Off-balance sheet exposures (cont’d)

() The replacement costs and credit risk weighted amounts of the
above off-balance sheet exposures of the Group are as follows.
These amounts do not take into account the effects of bilateral
netting arrangements and accordingly these amounts are shown on

a gross basis:

REE
The Group
—EEB=F —ZTT=F
ANA=+H +=-—A=+—H
As at 30 June 2003 As at 31 December 2002
EERK EERK
BEERX MESEE EEXAN pilI =
Credit risk Credit risk
Replacement weighted | Replacement weighted
cost amount cost amount
BET T BET T ok ok
HK$'000 HK$000 HK$'000 HK$'000
D R=R WSS Contingent liabilities and
commitments TEA N/A 1,318,328 | T@EA N/A 1,332,425
fEXRAH Exchange rate contracts 128,828 75,922 135,779 118,904
MESL Interest rate contracts 682,516 187,633 601,457 171,752
i 17 & %) Equity contracts 146 1,497 104 792
811,490 1,583,380 737,340 1,623,873

BEERAREEEMERMEFEAL
HEBENAOXAE  RFFTABEFELR
BmEeE -

Replacement cost represents the cost of replacing all contracts
which have a positive value when marked to market and which have

not been subject to any bilateral netting arrangement.

EERRMNESBRERRBREEGRTT
EFEOIDBRELRT L EHM R =
SRS HURRE RS — R BAR
NEBHRER o B B & RERENE
B INEB0%ZE100% % » MEX - F
EREMITETEAXBIH0%ZES0%
TEE o and other derivatives contracts.

Credit risk-weighted amount refers to the amount as computed in
accordance with the Third Schedule to the Hong Kong Banking
Ordinance on capital adequacy and depend on the status of the
counterparty and the maturity characteristics.  The risk weights
used range from 0% to 100% for contingent liabilities and
commitments, and from 0% to 50% for exchange rate, interest rate
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Notes to the Interim Financial Report
Unaudited (cont’d)

(16)Assets subject to sale and repurchase transactions

The following assets and liabilities are subject to sale and repurchase

transactions:

AEE
The Group
—g®=F | -TT-F
XA=+AH |+tZA=+—8
As at As at
30 June 31 December
2003 2002
BET T S ¥ F T
HK$'000 HK$'000
BREER ﬁ %= x'J 875 Included in held-to-maturity securities
D AgE & and investment securities 1,629,155 1,633,873
BREEEMESRKE Included in other investments in securities 391,161 =
2,020,316 1,633,873
PREERTREMESRE Included in deposits and balances of banks
HWENTREER and other financial institutions 2,235,600 1,681,482
(MEXBEEALRS (17)Material related party transactions

HIERN - AEEAEE R B EBBEHR M
H B RZERA R R &R A m B
RNAETTZERS - HPERIRERE
B EXREFHREER  2HEREE
K ARBITRBMINER 5 © BFBLER
FHENEEBRERERZZFAIHEE
MHSFEmME  WEREANEE
RGHREFPHIETER - EF2R5
BER G ERIETEFEGKET o

During the period, the Group entered into a number of transactions
with its ultimate holding company and the ultimate holding
company’s subsidiaries, in the ordinary course of its banking
business including, inter alia, lending, the acceptance and placement
of inter-bank deposits, participation in loan syndicates, correspondent
banking transactions and foreign exchange transactions. The
contracts were priced based on relevant market rates at the time of
each transaction, and were under the same terms as those available
to other counterparties and customers of the Group. In the opinion
of the directors, these transactions were conducted on normal

commercial terms.
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A HA B A% R B R Notes to the Interim Financial Report

REEE (B) Unaudited (cont'd)

(MNERBEALRES (&) (17)Material related party transactions (cont’d)
HIEA - BEA TR ZHRZRRZZF Information relating to income and expense from related party
T=FNA=THZERDAT : transactions during the period and balances outstanding as at 30

June 2003 is set out below:

(@) WA/ (XH) (@) Income/(expense)
KEHE
The Group
BZXA=1+HIEAEA
Six months ended 30 June
—ge=5 | -—FT-%
2003 2002
BT T BT T
HK$000 HK$'000
A B WA Interest income 3,227 1,036
B Interest expenses (17,188) (7,681)
B A Other income 3,170 =
Hih Other expenses (500) =
(11,291) (6,645)
(b) BAERAR (b) Ultimate holding company
xm
The Group
—22=F —TT-F
AA=+8 |[+=A=+—H
As at As at
30 June 31 December
2003 2002
BT T ok
HK$'000 HK$'000
PR KHEA Advances to customers and
R TE R 2= other accounts less provisions 201,893 117,094
BEER Deposits from customers 1,824,166 1,162,517
H b BR 1B R Other accounts and provisions 4,805 2,366
1,828,971 1,164,883
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Notes to the Interim Financial Report

Unaudiited (cont’d)

(17)Material related party transactions (cont’d)

(c) Subsidiaries of the ultimate holding company

AEE
The Group
—EE=F —EET-F
ANA=+H |[t=ZA=1+—H
As at As at
30 June 31 December
2003 2002
BT T BT T
HK$'000 HK$'000
HehEoHEse Cash and short-term funds 381,886 =
PR KHA Advances to customers and

BRIB R E other accounts less provisions 1,505 —
383,391 -

RITREAM S RS Deposits and balances of banks
FERE&EF and other financial institutions 126,049 97,316
BEER Deposits from customers 842,811 1,647,519
H b BR 1B ] 4 Other accounts and provisions 497 386
969,357 1,745,221
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RASER () Unaudited (cont'd)
(18)3E 3 % 18 (18)Deferred taxation
() EEXEBEEEREBRR (a) Deferred tax assets and liabilities recognised
THREERNGE EEABRNET The components of deferred tax assets and liabilities recognised in
MEEERABMAS FEZ2EF the consolidated balance sheet and the movements during the
2B period/year are as follows:
EH
The Group
nE NEREE
SHER N AFEE
BHNE £ AR BB Hity “aE
Fair value
Depreciation adjustment
allowances in on
excess of related properties
EERBERE Deferred tax arising from: depreciation  Provisions & assets Losses Others Total

BT  AERTx BTz BE®%Tr  ERTx  EBEETR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

“ZE-F—HF—H At 1 January 2002 36,620 (54,332) - (3,523) - (21,235)
IE%)\WJ% AIEMEEE  Addition through acquisition
of subsidiary 35,545 (21,539) (45,918) (95,550) (10,576)  (138,038)
72,165 (75,871) (45,918) (99,073) (10,576)  (159,273)
B/ (EEREA Charged/(credited) to consolidated
W&k A income statement (13,542) 1,153 2,249 85,198 6,145 81,203
RZETZF+= A =+—H At 31 December 2002 58,623  (74,718)  (43,669)  (13,875) (4,431)  (78,070)
R-EE=f-HA—H At 1 January 2003 58,623 (74,718) (43,669) (13,875) (4,431) (78,070)
YW/ (BE)REE Charged/(credited) to
W& RA consolidated income statement 1,424 (46) (3,669) 13,875 1,040 12,624
R-ZBE=FARA=1H At 30 June 2003 60,047 (74,764) (47,338) - (3,391) (65,446)
KEHE
The Group
—EE=F —EE-F
~A=+H | t=ZA=+—H
As at As at
30 June 31 December
2003 2002
BT T BT T
HK$'000 HK$'000
EHEEEERBERERN Net deferred tax asset recognised on the
FIELETRIEE E consolidated balance sheet (65,464) (78,090)
e EERBERER Net deferred tax liability recognised on
FOFIELEN IR & the consolidated balance sheet 18 20
(65.446) (78,070)
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A HA B A 3R B AL Notes to the Interim Financial Report
RASER (8) Unaudited (cont'd)
(18)IEZERL 18 (&) (18)Deferred taxation (cont’d)
(b) RERWELEHEEE (b) Deferred tax assets unrecognised
R EREELERIEEEMATIER Deferred tax assets have not been recognised in respect of the

following item:

AEH

The Group
—EB=F —ET=F
AA=+H |+tZA=4+—8H
As at As at
30 June 31 December
2003 2002
BT T BT T
HK$'000 HK$'000
758 18 &5 18 Tax losses 12,989 9,337

RABIRITHIS GG - BiIEEE TS EE] o The tax losses do not expire under current tax legislation.
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(1) BEMRRBEE

Supplementary Financial Information
Unaudited

(1) Summary of financial position

AEE
The Group
—EB=F — T
ANA=+H = = 21t
b
As at As at
30 June 31 December
2003 2002 Variance
Restated
BETT BEBTT
HK$'000 HK$'000 %
ERTMBR Loans and advances 41,599,347 42,989,233 (3.23)
BEREEER Loan loss provision 1,136,298 1,112,643 2.13
BEE Total assets 79,253,148 76,194,293 4.01
wH B W& E Total interest earning assets 75,066,791 71,879,587 4.43
TR BgE Total deposits 63,555,094 61,367,973 3.56
RIREE Shareholders’ funds 7,541,533 7,373,227 2.28
BB E Financial ratios
BRFZELE - REFHR Capital adequacy — unadjusted* 19.30% 19.07%
BARFDELE — LB~ Capital adequacy — adjusted** 18.62% 18.24%
TG EREE © b Exxx Average consolidated liquidity***
—EE-F—H—HZE 1/1/2002-31/10/2002
+A=+—8H TEMA N/A 46.29%
2T -_F—HA—H=%& 1/1/2002-30/6/2002
NA=+H FEA NA 45.86%
B RE B b xxx Average solo liquidity***
—TEE_F+—-HA—HE 1/11/2002-31/12/2002
+T=ZA=+—H REA N/A 547.32%
—EE=F—H—HZE 1/1/2003-30/6/2003
NA=1H 917.02% NER N/A
B R 7R & Loans to deposits 65.45% 70.05%
ERHREELX Loans to total assets 52.49% 56.42%
—F}x EHEBELX General provision coverage 1.11% 1.16%
Y EE R = Property lending 43.88% 44.88%
B AN S U A LE 2GRt 78 22 A1) Cost to income (before goodwill) 43.40% 45.31%
B IR A L 2R Ol 22 1% ) Cost to income (after goodwill) 46.36% 48.05%
& B X Return on assets 0.79% 0.80%
IR 3R & € [l ¥ & Return on shareholders’ funds 8.23% 7.91%

* REFAREARNTEHLERERBEESERD * The unadjusted capital adequacy ratio is computed on the consolidated
BEEENFETE  BBEE=EAL2TR basis covering the Company and certain of its subsidiaries as required
HETHBARMNAHEESE I by the Hong Kong Monetary Authority (“HKMA") for its regulatory
BREEBGRITEGEIE=ERD purposes, and is in accordance with the Third Schedule to the Hong
HAE o Kong Banking Ordinance.

*x I BOR K 25 P L R B AL H **  The adjusted capital adequacy ratio which takes into account market
SRR ' ZeETREANGETIRRE risks as at the balance sheet date is computed in accordance with the
G 43 BB AN 8B R FEE AN Guideline “Maintenance of Adequate Capital Against Market Risks"”
FRLERBERSNE HEESE o issued by the HKMA and on the same consolidated basis as for

unadjusted capital adequacy ratio.
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(1) ¥HBMRRBE (&)

Supplementary Financial Information
Unaudited (cont’d)

(1) Summary of financial position (cont’d)

ok PHEERBESLEIRERER *** The average consolidated liquidity ratio is computed on the consolidated
REBEENMRE KREBERRAR basis covering the Company and certain of its subsidiaries for the
HETHBARB=ZT-_F—A% period from January 2002 to October 2002 as required by the HKMA.
TAHENEHEEFE - —TT = After 25 November 2002, the Company is only required to compute
F+—AZ+HB%  AARRAEE the average liquidity ratio on a solo basis. The average liquidity ratios
NBYERABEFHRGEDLL X o are computed in accordance with the Fourth Schedule to the Hong
FHRENE & R BB ERITEIEOD Kong Banking Ordinance.

MR EAEGE -

(2 HERBERERNER

(2) Capital base after deductions

—EE=F —EET-F
~A=+R |t=A=+-~
& 7R
As at As at
30 June 31 December
2003 2002
Restated
BET T E¥EF I
HK$'000 HK$'000
B & AR Core capital
BT AR Paid up ordinary share capital 3,181,081 3,035,313
B 1 % B Share premium 1,823,166 1,712,952
it Reserves 2,135,352 1,977,537
DS Deduct: Goodwill (1,106,030) (1,135,923)
BB R Total core capital 6,033,569 5,589,879
ERBHER Eligible supplementary capital
TH R TR E G Reserves on revaluation of land and
interests in land 8,362 8,362
REE— AR General provisions for doubtful debts 463,353 498,137
KABERFE Perpetual subordinated debt 1,950,078 1,950,078
BH®RERFSE Term subordinated debt 1,872,075 2,340,094
ERBHELREE Total eligible supplementary capital 4,293,868 4,796,671
HMBRBIEBEAAERER Total capital base before deductions 10,327,437 10,386,550
#E R B R E Deductions from total capital base (221,254) (221,256)
HMBRBERBERER Total capital base after deductions 10,106,183 10,165,294
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() 7WMEHR

Supplementary Financial Information

Unaudlited (cont’d)

(3) Segmental information

rEE
The Group
—EE=FXA=1H —EF-_FFT-A=+—R(EH)
As at 30 June 2003 As at 31 December 2002 (Restated)

HEE BEE XEEE BEE BBME XEEE

Total Total Contingent Total Total Contingent

assets liabilities liabilities assets liabilities liabilities

BETT BT T BT T ok e BT T BT T

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

BB Hong Kong 78,159,002 66,512,116 12,864,581 | 74,977,766 63,375,426 11,964,847

s Mainland China 387,976 212,645 - 6,301 6,985 -

= USA 2,011,641 1,961,875 660,431 2,935,886 2,878,169 742,078

H Others 511,268 511,268 - 508,788 508,788 -
B EE A Less: Inter-segment

#6188 items (1,816,739) (1,776,461) — | (2,234,448) (2,238,474) -

79,253,148 67,421,443 13,525,012 | 76,194,293 64,530,894 12,706,925

HRERRERRDMER LR E D 2
BENBE BUBBFHNOBEFES
- SEAEHEERFTHEEARE
BOoREEMHE -

B AR E DT E R ERHTE QA
SEEE R AR E R E X MEE D B
ARmE - AIABEERXEABEERT
FREODITHEE S -

The comparative figures of segmental information have been
restated to reclassify group elimination to various geographical area
segments, which was included in “Inter-segment items” previously

to better reflect the geographical area segment assets and liabilities.

The above geographical analysis has been classified by the location
of the principal operations of the subsidiaries or associates, in case
of the Company itself, of the location of the branches responsible

for reporting the results or booking the assets.

rEH
The Group
—EB=FXA=TH —ET_F+-_A=+—8H
As at 30 June 2003 As at 31 December 2002
EFBN BHEFRR TEAIER EPBR BBMEFRRR TRERAER
Overdue Non- Overdue Non-
Advancesto advancesto  performing | Advances to advances to performing
customers customers loans customers customers loans
BT BETT BT T BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$’'000 HK$'000 HK$'000
BB Hong Kong 33,647,672 2,129,262 2,127,766 | 35,569,751 2,183,628 2,107,159
H Mainland China 4,679,395 169,284 169,284 4,484,754 165,676 170,408
= USA 539,618 59,602 59,602 763,757 60,650 79,143
Hh Others 2,252,280 26,835 27,332| 1,792,877 12,295 12,295
41,118,965 2,384,983 2,383,984 | 42,611,139 2,422,249 2,369,005




ZET=FFEH RS 2003 Interim Report 37

8 78 Bt 15 & B
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Supplementary Financial Information
Unaudited (cont’d)

(3) oEEHR (&) (3) Segmental information (cont’d)
i BEEESTHNEREER S S —
FAEHE S - RREBEZEERBEN °
RERSHTRMBERE—FEHER
RERER R A E SRR BRIRRER o
IR1TN E M & RIS 5 1T R (EHEE B B
EEHANAAERRMERIER -

The above geographical analysis has been classified by the location
of the counterparties after taking into account the transfer of risk.
For a claim guaranteed by a party situated in a country different
from the counterparty, risk will be transferred to the country of the
guarantor. For a claim on the branch of a bank or other financial
institution, the risk will be transferred to the country where its head

office is situated.

BEPTENBRRENSLATLREA
HEFLILFTERBRRK -

Non-performing advances to customers are those advances on
which interest is being placed in suspense or on which interest
accrual has ceased.

(4) BEFEBEX-ZITXED

(4) Advances to customers — by industry sectors

A5E
The Group
ZEE=ERAZTH “EZ-4+-A=1t-H 2
As at 30 June 2003 As at 31 December 2002 Variance
BETR BETT
HK$'000 % HK$'000 % %
ARBEBHER Loans for use in Hong Kong
IBREHA Industrial, commercial and
financial
- NEERE — property development 718,295 1.75 563,368 132 2750
- NERE — property investment 4,956,877 12.05 5,314,907 1247 (6.74)
- SRR — financial concerns 1,969,430 479 1,669,606 392 17.96
- RELEL — stockbrokers 33,549 0.08 27,590 0.06 21.60
- HERTEES —wholesale and retail trade 2,483,217 6.04 2,643,303 6.20 (6.06)
- xR - manufacturing 3,117,601 7.58 3,318,627 7.79 (6.06)
- BHRERTME ~ transport and transport
equipment 4,774,491 11.62 4,938,645 11.59 (3.32)
- Aft - others 3,691,501 8.98 3,175,545 7.45 16.25
fAA Individuals
-BAIBEBER ~ loans for the purchase of flats
e RIBAER under the Home Ownership
BLHEERE Scheme and Private Sector
SEIRBEER Participation Scheme and
B3l EfumE Tenants Purchase Scheme 24,616 0.06 30,990 0.07 (20.57)
- BAEMEENE ~ loans for the purchase of
MER other residential properties 12,367,174 30.08 13,246,473 31.10 (6.64)
- EREBR ~ credit card advances 334,280 0.81 335,647 0.79 (0.41)
- Aft - others 1,025,822 249 1,342,079 3.15 (23.56)
BHmE Trade finance 2,120,898 5.16 2,170,421 5.09 (2.28)
AREBNIMERHER Loans for use outside Hong Kong 3,501,214 8.51 3,833,938 9.00 (8.68)
41,118,965 100.00 42,611,139 100.00 (3.50)
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Unaudited (cont’d)

G) AEFEF (MKBRELNE) (5) Overdue advances to customers (net of suspended

interest)
HBREERNLERALLRE AR E The gross amount of advances, net of accrued interest that has been
A B ER B RAAEEC B B capitalised but accrued to a suspense account, which have been
overdue for periods of:
AEHE
The Group
—EE=FXA=1+H —EE_F+-_A=+—H
As at 30 June 2003 As at 31 December 2002
BT T BT
HK$'000 *% HK$'000 *%
— =EAENEA — 6 months or less
but over 3 months 236,180 0.57 262,097 0.62
— NEAAE—%F — 1 year or less but
over 6 months 330,318 0.80 169,495 0.40
— —FMNE —over 1 year 1,818,485 4.42| 1,990,657 4.67
k) Total 2,384,983 5.79 | 2,422,249 5.69
B 5 15 0 H 2 3R Secured overdue advances 1,435,301 1,517,331
4 41K 1 780 HA 2 3K Unsecured overdue advances 949,682 904,918
2,384,983 2,422,249
A A E#Ha H Market value of collateral
BRE R @ held against
NN the secured overdue
advances 1,726,037 2,197,901
F Bl £ {5 Specific provisions made 566,859 496,969
*  (hRPRREEE *  Based on total advances to customers
H/\\:%ﬁ%ﬁzi/_ ZTER-ZZTZT_F There were no advances to banks and other financial institutions
+—A=+— IE B = s B R 1B which were overdue for over 3 months as at 30 June 2003 and 31
“EAMRITREMSEEERR - December 2002.
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(6) BHIZRR TENER ZHIREK

Supplementary Financial Information

Unaudlited (cont’d)

(6) Reconciliation between overdue loans and advances
and non-performing loans

AEE
The Group
—EE=F —EE-F
AA=+RH | +t=ZA=1+—H
As at As at
30 June 31 December
2003 2002
BT T BT T
HK$'000 HK$'000
BEAEA=MANEFER Advances to customers overdue for
more than 3 months 2,384,983 2,422,249
B B HEAER R = (B A M Less: Amount overdue for more than 3
R ET BRI FIB months and on which interest is still
being accrued (137,529) (173,900)
hno: R HER sk A HA = @ A sk Add: Amount overdue for 3 months or
LA m A B e A AR less, or not yet overdue and on which
BRI E 1= I FT R BIFKIE interest is being placed in suspense or
on which interest accrual has ceased 81,289 75,591
hn o B R0 A E AR BRIA 8k Add: Rescheduled advances on which
EfFEFFEREERK interest is being placed in suspense or
on which interest accrual has ceased 55,241 45,065
FMERAEREENKEFIE Advances to customers on which
ATERRF IR interest is being placed in suspense or
on which interest accrual has ceased 2,383,984 2,369,005
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FAEER (BB) Unaudited (cont'd))
(7) EtvEmpEE (7) Other overdue assets
Hxm
The Group
—22=F —TT-F
ANA=+H | t=ZA=+—H
As at As at
30 June 31 December
2003 2002
BT T ok I
HK$'000 HK$'000
B 5 RIBERE mEE The gross amount of trade bills
which has been overdue for:
— ZEAA=ENEA — 6 months or less but over 3 months 1,911 282
- —FN0E —over 1 year - 12,864
1,911 13,146
BHI—F LA £/ Other investments in securities which
HihFEHFKRE have been overdue for over 1 year - 4,081
Bl — LA E E’] Held-to-maturity securities which
REZEIH have been overdue for over 1 year 15,601 15,601
8) EEER (8) Rescheduled loans
AEHE
The Group
—EE=FXA=+H —EE-_F+=-A=+—H
As at 30 June 2003 As at 31 December 2002
BT T BT T
HK$'000 *% HK$'000 *%
BEEENR Rescheduled loans 973,326 2.37 80,520 0.19
* (A RPRRBEIE *  Based on total advances to customers
%:;EEEETH +TAER_ZET_F There were no advances to banks and other financial institutions
+-A=+—H  AEETESEMNIR which were rescheduled as at 30 June 2003 and 31 December
TR EAD é%ﬁ&%%m ° 2002.
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FAEER (BB) Unaudited (cont'd)
9 ME&EE (9) Repossessed assets
Hxm
The Group
—B2=F —TT-F
AA=+A |+=A=+—H
As at As at
30 June 31 December
2003 2002
BT R BT
HK$'000 HK$'000
BEFFARFR#ERK Included in advances
H b AR 18 to customers and other accounts 522,610 488,792
(10)E = & b (10)Currency risk

AEEREEE  FEERAERBIEINE
BOEXAROE/KENT - AEE
BERRNSER FRISRBZBHRIT
Fr A SMNER R R (MABS) 6) 1 A&k A9

The information concerning the foreign currency exposures of the

Group arising from trading, non-trading and structural positions is

disclosed as follows. The net option position reported is calculated

in accordance with the methods set out in the banking return

FHAEFE - “Foreign Currency Position”(MA(BS)6) submitted to the HKMA.
rE
The Group
“EE=ERA=TH —TE-_F+ZA=+—-H
As at 30 June 2003 As at 31 December 2002

E ARM kol ey ARE ok
HERBEF T Equivalent in HK$000 US dollars Renminbi Total US dollars Renminbi Total
REEE Spot assets 26,340,134 670,974 27,011,108 29,010,348 525,602 29,535,950
REARE Spot liabilities (25,593,521) (81,318)  (25,674,839) | (26,322,455) (80,389)  (26,402,844)
EHEAN Forward purchases 11,760,615 - 11,760,615 20,917,099 - 20,917,099
RHE Forward sales (8,721,953) - (8,721,953) | (19,641,958) - (19,641,958)
HERFE Net option position 32,431 - 32,431 3,959 - 3,959
REFE Net long position 3,817,706 589,656 4,407,362 3,966,993 445,213 4,412,206

HERFEERRERERBNATAE -

The net option position is calculated using the worst case approach.
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7 i 1% & # Supplementary Financial Information
RAEEE (B) Unaudited (cont'd)
(NEEERE (11)Cross-border claims
BREEEHEEERERLETER Cross border claims are on-balance sheet exposures of counterparties
TRBEBERIEIS S —HMEMEE based on the location of the counterparties after taking into account
R 55— R - HERZ 5 AR the transfer of risk. For a claim guaranteed by a party situated in a
BERE—AELEROERRREES country different from the counterparty, risk will be transferred to
ERAMBERERES - RITk M@ the country of the guarantor. For a claim on the branch of a bank
MBS TR EER RS E AT or other financial institutions, the risk will be transferred to the
BIRMERIET - BRERBEREIEE country where its head office is situated. Claims on individual
TE10% 3k DA &9 1 5l B X 3k b = 15 4 countries or areas, after risk transfer, amounting to 10 per cent or
(N more of the aggregate cross border claims are shown as follows:
RTRHEM SRS NEBE Hith B
Banks and Public
other financial sector
institutions entities Others Total
BETR  BMTR  EMTR  BETR
HK$'000 HK$°000 HK$'000 HK$'000
R-ZBE=ZFXA=+H As at 30 June 2003
BB LA Asia and Pacific excluding
g8 K& Hong Kong 7,012,454 174,918 5,957,573 13,144,945
H A ROM of which Australia 3,432,220 - 68,204 3,500,424
Hepeh of which Mainland China 2,043,051 174,918 5,311,794 7,529,763
AR Western Europe 10,667,820 - 5,981,729 16,649,549
HA =g of which Germany 2,713,951 - 1,429,584 4,143,535
H A of which United Kingdom 2,531,544 - 1,423,971 3,955,515

RZTE_F+_H=+—H Asat31 December 2002

BB LA Asia and Pacific excluding

CEY N Hong Kong 5,339,220 83,160 6,285,620 11,708,000
HL AR of which Australia 3,073,500 = 8,550 3,082,050
H of which Mainland China 1,364,770 83,160 5,382,708 6,830,638
fris Western Europe 9,363,950 - 5,709,212 15,073,162
HA =g of which Germany 3,546,310 - 1,219,750 4,766,060

H A of which United Kingdom 2,226,590 - 1,153,503 3,380,093
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Supplementary Financial Information
Unaudited (cont’d)

(12)Risk management

0)

The Group has established policies and procedures for the control
and monitoring of credit risk, liquidity, capital and market risk, which
are reviewed regularly by the Board. The internal auditors also
perform regular audits to assess the adequacy and effectiveness of
controls for major risk areas and to ensure compliance with the

policies and procedures.

In order to hedge some of the interest rate risks, the Group has used
major interest rate derivatives: exchange traded instruments include
interest rate futures and bond futures, and over-the-counter
derivatives included interest rate swaps. With regard to foreign
exchange risk, the Group has used FX swaps, forwards and options
for hedging. The Group has used both types of derivatives, i.e.
foreign exchange and interest rate derivatives, to hedge the
respective risks in both the banking (accrual) book and the trading
(marking to market) book. All interest rate risk and foreign
exchange risk hedging strategies using major derivatives have been
approved by the ALCO prior to their implementation.

Credit risk management
Credit risk arises from the possibility that the counterparty in a
transaction may default. It arises from the lending, trade finance,

treasury, derivatives and other activities undertaken by the Group.

The Group’s credit policy manual, which was approved by the Board,
defines the credit approval hierarchy and delegation of approval
authority, the credit extension criteria, the credit approval and
monitoring process, the internal credit risk rating system, the loan
classification system and provisioning policy. It also takes into
account the requirements of the Hong Kong Banking Ordinance and

the guidelines issued by the HKMA from time to time.
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(iii)

FERBRER (&)

RUEEBRREMBARGE Bk
BT - ERERERAENBARER -
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Supplementary Financial Information
Unaudited (cont’d)

(12)Risk management (cont’d)

(i)

(ii)

(iii)

Credit risk management (cont’d)
Specific credit policies manuals are formulated, implemented and
At the level of CKWB and its

subsidiaries, the credit risk management function is centralised and

maintained at subsidiaries.

is overseen by the Credit and Risk Management Committee
appointed by the Bank’s Board of Directors. The Committee defines
and delegates approval authorities to various credit-related functional
committees in respect of the approval of credit applications, policy
exceptions, loan classifications, specific provisions, management of
criticised credits and the control of interbank counterparty risks.
These committees comprise the Chief Executive Officer, Group

Credit Head and other members of senior management.

Unlike on-balance sheet instruments, where the credit risk is
generally represented by the principal value, the credit risk for
derivatives is the positive replacement cost. The credit risk exposure
for derivative is disclosed in note (15) to the unaudited interim

financial report.

Liquidity management

The Group manages its liquidity in order to meet all regulatory
requirements and comply with the statutory liquidity ratio. More
importantly, the Group must be able to meet all customer claims in
both normal and emergency circumstances. Besides issuing long-
dated certificates of deposits regularly, the Group has also arranged
re-purchase agreement facilities in order to enhance its liquidity. The

Group adopts a proactive approach towards managing liquidity.

Capital management

The Group’s policy is to maintain a strong capital base to support the
development of the Group’s business and to meet the statutory
capital adequacy ratio. As disclosed in note (1) above, the Group’s
unadjusted capital adequacy ratio and adjusted capital adequacy
ratio of 19.30% and 18.62% respectively as at 30 June 2003 are

well above the statutory minimum ratio.

Capital is allocated to the various activities of the Group depending
on the risk taken by each business division. Certain financial
subsidiaries, as specified by the HKMA, are subject to the HKMA's

capital requirements for its regulatory supervision purposes.
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RAEEE (B) Unaudited (cont'd)

(1)EKRERE (&) (12)Risk management (cont’d)

(iv) ™5 Rk EE (iv) Market risk management
REBEEFBEZRREREEINT The Group continues to manage its market risk effectively via the

SRREEREEREEMSEAR - T
RRERARRASEREEEER

Sim

Market Risk Management Unit (the “Unit”) of the Audit & Risk

= BERPF Management Department of the Bank. The Unit ensures that once
B Wﬁﬂﬁgg?ﬁgﬁﬂ HFRYER T the Group takes positions in markets such as foreign exchange,
RANE - FIR - BARREEMHE interest rates, securities and equities, such positions are driven by
BB o execution of customer orders, proprietary trading and hedging.
AEENREMSEREBBEERAGE The Group’s maximum market risk exposures are established by the
BEEEETE - BLRMATHZHE ALCO. Exposures are monitored and reported to management
o W EE R B e regularly.
R-IEZE=F L FFNNEEERES The average daily revenue generated from the Treasury’s trading
EAMEHFHRAEBE328,0507T activities during the first half of 2003 was HK$328,050 (first half of
(ZZTTF L4 - £%103,5297T) - 2002: HK$103,529) and the standard deviation was HK$3,146,220
BERZERAB3,146220C (ZTZT = (first half of 2002: HK$2,237,146).

FL¥F - B¥2,237,14670) ©

AEENEBERBKASTOT : An analysis of the Group’s trading revenue is shown below:
SET=FLEEF (—AEAA) DENSKEEBRAS G
Daily Distribution of Trading Revenue for the Half Year 2003 (Jan-Jun)
16 15
14 13
12

12
2 10
8 8 s s

o5 8 7
K g 6 6

E 6 5
= 4 4 4

4 3 3 3

2 2
2 1 1 11 11 21 1
0 g0 00000000000 000
o LM 1 1
155 -14.5 -13.5 125 -11.5-10.5 -9.5 -85 -7.5 -65 -55 -45 -35 -25 -15 -05 05 15 25 35 45 55 65 7.5 85
WA GERERR)
Revenue (HK$ million)
. BEZTTZ=FA=+HL¥*F Figure:  Daily distribution of trading revenue for the half-year ended
BEEEERKAEBS M - 30 June 2003

HEFE  BEEATaBEEABK This shows a maximum daily loss of HK$14,506,882 and 48 out of
14,506,8827T ' 121K H 48K H I & 121 days showing losses. The most frequent result was a daily
B -REAMNEBEERKAAEBED revenue of HK$0 to HK$500,000 with 15 occurrences. The highest
7T 2 A #500,0007T + FHIRI15K - & daily revenue was HK$8,237,718.

WA EEES 2377187 °
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75 5 149,4097T °

(vi) RER B ER

AEENEBERRETFERZR
Rk BRI EE - Etif77_fﬁ

NAZTHIE EFFENEERRESR
M EHFHUW A BB 142,955TT °

Supplementary Financial Information
Unaudited (cont’d)

(12)Risk management (cont’d)

(v)

(vi)

(vii)

Foreign exchange risk management

The Group’s foreign exchange risk stems from foreign exchange
position taking, commercial dealing, investment in foreign currency
securities and overseas branches. All foreign exchange positions are
managed by the Treasury Department within limits approved by the
ALCO. The average daily foreign exchange trading result for the
half-year ended 30 June 2003 was HK$68,767.

Interest rate risk management

The Group’s interest rate risk exists in both the banking book and
the trading book. The risk entailed in the former is reviewed by the
ALCO on a monthly basis and the latter is marked to market daily.
The average daily revenue incurred in the trading book for the half-
year ended 30 June 2003 was HK$149,409.

Equity risk management

The Group’s equity risk exists in the trading book. The risk entailed
is marked to market daily. The average daily revenue incurred in the
trading book for the half-year ended 30 June 2003 was HK$142,955.
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Independent Review Report

TO THE BOARD OF DIRECTORS OF CITIC INTERNATIONAL
FINANCIAL HOLDINGS LIMITED

INTRODUCTION

We have been instructed by the Group to review the interim financial

report set out on pages 3 to 33.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS

The Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of an interim financial report
to be in compliance with the relevant provisions thereof and Statement of
Standard Accounting Practice 25 “Interim financial reporting” issued by
the Hong Kong Society of Accountants. The interim financial report is

the responsibility of, and has been approved by, the directors.

It is our responsibility to form an independent conclusion, based on our
review, on the interim financial report and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or

accept liability to any other person for the contents of this report.
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Independent Review Report
(cont’d)

REVIEW WORK PERFORMED

We conducted our review in accordance with Statement of Auditing
Standards 700 “Engagements to review interim financial reports” issued
by the Hong Kong Society of Accountants. A review consists principally
of making enquiries of management and applying analytical procedures
to the interim financial report and based thereon, assessing whether the
accounting policies and presentation have been consistently applied
unless otherwise disclosed. A review excludes audit procedures such as
tests of controls and verification of assets, liabilities and transactions. It is
substantially less in scope than an audit and therefore provides a lower
level of assurance than an audit. Accordingly, we do not express an audit

opinion on the interim financial report.
REVIEW CONCLUSION

On the basis of our review which does not constitute an audit, we are not
aware of any material modifications that should be made to the interim

financial report for the six months ended 30 June 2003.

KPMG
Certified Public Accountants
Hong Kong, 28 August 2003
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Management Discussion and Analysis

1.

(1

()

©)

Review of operations

The Hong Kong banking industry continued to experience difficulties
in the first half of 2003. Battered by high unemployment and
bankruptcies, the weak local economy is further exacerbated by the
Severe Acute Respiratory Syndrome (“SARS”) outbreak during the
second quarter of the year. Operating under such challenging
conditions, CITIC International Financial Holdings Limited (the
“Group”) focused on asset quality and remained conservative in its
business practices. The Group also effectively reduced overhead

expenses and improved operating efficiency.

Business performance

The Group's operating profit before provisions for the six months
ended 30 June 2003 was HK$540 million, representing a fall of
Profit attributable to
shareholders fell 9.2% to HK$307 million partly as a result of a

6.5% from the same period last year.
higher effective tax rate.

Net interest income

In the first half of 2003, the net interest income of the Group
dropped 7.8% to HK$788 million over the corresponding period of
2002 owing to a 3.2% fall in total loans outstanding to HK$41.6
billion versus 2002 year-end and a 23 basis point contraction in net
interest margin to 2.16%, when compared to the same period of
last year.

Non-interest income

The Group’s non-interest income fell by 12.7% to HK$219 million
against the same period of last year. This was mainly due to the
reduction of interests in Ka Wah Capital (currently known as “CITIC
Capital Markets”) and Cargary Securities (currently known as “CITIC
Capital Securities”) from 51% to 25% in May 2002, resulting in
their contribution no longer being consolidated at the subsidiary
level this year. The reduction in new personal loans as a result of
prudent credit policies amid a weak local economy also resulted in
lower loan fees.

Operating expenses

In the first half of 2003, operating expenses fell 11.5% to HK$467
million. The fall in operating expenses was attributable to a
reduction in staff costs, rental expenses, advertising and legal
expenses. The cost to income ratio improved to 46.4% from 47.7%

in the same period last year.
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Management Discussion and Analysis
(cont’d)

2.
4

Business performance (cont’d)
Charge for bad and doubtful debts
In view of the continued economic uncertainties, the Group adopted

a prudent provisioning policy and increased the charge for bad and

BREREBEMIA%ZE_B=TH doubtful debts by 11.4% to HK$235 million.
BEAET -
EERE 3. Asset quality
EE BERREXAE (1) Loans, deposits and asset size
MRZZEZE=FA=1TH xEENH As at 30 June 2003, the Group’s total assets reached HK$79.3
BEELtANT=EETL BT billion, representing an increase of HK$3.1 billion, or 4%, compared
FTZAEMEB R TZEBITIE I with HK$76.2 billion at the end of 2002. Total loans and total
=T BB 4% c BERRBTFR deposits were HK$41.6 billion and HK$63.6 billion respectively,
AlBMNE —T+XEBTRNB=T/E representing a 3.2% decrease and a 3.6% increase respectively from
B DRI ZEEFFRT#32% 2002 year-end. The Mainland loans to total loans ratio rose slightly
K ETF3.6% © ARG 48 & S L Al from 10.5% as at the end of 2002 to 11.4%.
AR T _FFREMNI10.5%MF
£11.4% °
BEE X (2) Problem loans
REER—ZZ=F L FFRAREE The Group resolved HK$727 million problem loans in the first half of
HEB-_TFTLtEEET  TRENESH this year. Non-performing loan was HK$2,384 million as the NPL
BZT=ENTHEESET - TREX ratio rose slightly from 5.6% as of 2002 year-end to 5.8% at the
R —EFET - FFEMS6%MAE end of June 2003. Coverage ratio was 89.9%.
—EE=FNAKMS8%  BEXRA
89.9% °
B 3% AR R (3) Financial position
RZZEZ=ZFNAK ' AEBHREH As at the end of June 2003, the Group’s unadjusted capital
BERFTRELEE193% : BEFLLEA adequacy ratio was 19.3%; the loans to deposits ratio was 65.5%;
65.5% : EREEEAELER52.5% o and the loans to total assets ratio was 52.5%.
EEZEER Asset Quality Indicators
“EZE=FXRAE e
AEBEER REBEF
Group indicators Group indicators
as at the end of as at the
June 2003 end of 2002
TRERHE X NPL 5.8% 5.6%
BEX Coverage 89.9% 91.0%
BEREEEEX Loan Loss Coverage 47.5% 46.8%
RICREEART B X Unadjusted Capital Adequacy 19.3% 19.1%
%Ttb x Loans to Deposits 65.5% 70.1%
ERHEEAEBELE Loans to Total Assets 52.5% 56.4%




ZET=FFH RS 2003 Interim Report

51

EEEFNWRE DN

EEEBRRRE

BERRIT

EY

27
BE-TT=GFAA=TALAEA -

RERERTARRAA ([PEHZE])
Rt EBAKEEMNASABETIEE
BTL - BBEARTARAE ([FER])
BEFENNEBED ZEEE - 27
FERRE LHE175% LG EHE
AlE+ =5k [REMEI2ZE <8
BRIE BT I EMEBETH®RZZE
BREGENS=F—TtEEET -

TET=F AT BAERMBRK
HE—EBTEZAEBIT  67.8%KBAMK
KBAE  32.2% AW AE 0 o EPT%%
EBZBEDITRE L OITHIRE

#iitm - o ﬁ%aﬁ%%%ﬁ&mﬁ+
MBRE=—ZZT=F AKMN="+/ A -

ETIHENBEN—TABARELN—T
THEA ERREFIE BESELE®
BE2EES  EFENRINHEEER
P RM RS NS R EEMEE -

S HA

TR _FE¥FREREFMNEWRA
TtERNTEET  TEREFRWE

HRIEEREER m%"ﬁﬁﬁiﬁﬁﬂ SUA e

FEER2.19% °

FEF M A
ZET=F X FHIEFNBRABZE
= /\E%/ETE %%iﬁéﬁzzﬁ/ ﬁ#ﬁ
AR E  BERERERREENE
mASHE R AERRMDAEE - R
DHEENKRRLARLY - BENERAIK
A?%iﬁ%ﬁwm% =F=g&%
EETERTEMNERRASK
A REZERTHIEFSWKAEHEN
F=m&88rT GFEMNEKRALRE
403% : BIA - EERRE ZEEF
HRMBAWA - HELTHREEST
HIEFI B LA #)36.4% o

Management Discussion and Analysis
(cont’d)

4.
(1)
.

a.

Core business development

Commercial banking

Business performance

Earnings

For the six months ended 30 June 2003, CITIC Ka Wah Bank Limited
("CKWB") recorded an operating profit before provisions of HK$559
million. The exhaustion of tax losses from The Hongkong Chinese
Bank, Limited (“HKCB"), the change of corporate tax rate to 17.5%
and deferred tax impact as per Statement of Standard Accounting
Practice 12 have led to a higher effective tax rate. This, coupled with
the impact of declining value of properties, resulted in a profit
attributable to shareholders of HK$317 million.

In the first half of 2003, CKWB recorded synergies of HK$103
million from the integration, 67.8% of which came from cost
Through the

rationalization of branch network, CKWB has enhanced its branch

savings and 32.2% from increased revenues.

operating efficiency. The number of retail branches was reduced
from 50 after the acquisition of HKCB to 36 by the end of June
2003. The number of staff was also reduced from approximately
1,600 to approximately 1,300. Following the integration, better
performance was recorded from business referrals and cross-selling

of products.

Net interest income

CKWB'’s net interest income for the first half of 2003 reached
HK$780 million, mainly due to the interest income derived from
loans and high quality fixed income securities invested by the

Treasury Department. Net interest margin was 2.19%.

Non-interest income

Non-interest income for the first half of 2003 reached HK$206
million. Despite the impact of SARS during the period, CKWB still
registered satisfactory sales of wealth management products. Unit
trust sales were the most outstanding among such products, with
the relevant fee income surging 51% from the same period last year
to HK$33 million. Adding onto other retail banking-related fees and
commissions, the total non-interest income from retail banking
reached HK$83 million, accounting for 40.3% of total non-interest
income. During the period, fee income from corporate loans and
trade bills totaled HK$75 million, accounting for approximately

36.4% of total non-interest income.
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Management Discussion and Analysis
(cont’d)

4,
(1)
.
d.

Core business development (cont’d)

Commercial banking (cont’d)

Business performance (cont’d)

Operating expenses

CKWB successfully reined in operating expenses during the first half
of 2003 as a result of strict observance of the guidelines issued by
the "Expense Control Committee” on the control of operating costs
and benefiting from the cost synergies from the integration with
HKCB. CKWB's operating expenses was HK$428 million, with a
further improved cost to income ratio of 43.4% versus 46.7% at the
end of 2002.

Charge for bad and doubtful debts

In view of rising unemployment and falling property prices, CKWB
adopted a prudent provisioning policy by making a HK$223 million
charge for bad and doubtful debts in the first half of 2003. This
included HK$33 million in provisions against the decline in value of
collateral and repossessed properties and HK$29 million for further
discount on collateral values. In addition, the general provision

coverage was maintained at 1.13%.

Asset quality

Loans, deposits and asset size

At the end of June 2003, total assets of CKWB reached HK$76.7
billion, an increase of 5.2% versus 2002 year-end. Total loans and
advances amounted to HK$40.9 billion, a drop of 3.3% compared
to 2002 year-end. The decline was mainly due to the contraction in
The
decrease in total loans reflected the overall sluggish loan demand, as

property investment, mortgage and consumer lending.

well as CKWB's stringent credit approval policy in view of tighter
spreads in the market, rising personal bankruptcies and high
Total deposits increased by 4.8% to HK$63.6
billion compared to 2002 year-end. The increase primarily came

unemployment.

from NOW Account, an integrated savings and checking account
launched in February 2003.

In the first half of 2003, CKWB issued HK$ 1,038 million worth of
certificates of deposit, which effectively lowered the overall cost of
funds, and spreaded out the maturity profile in the longer term to
attain a better liability structure. During the period, matured

certificates of deposit totaled HK$1,800 million.



ZET=FFH RS 2003 Interim Report

53

EEEFNWRE DN

CEEEBRRE (H)

BERIT (&)

BEZXE (#)

BEZEEEZ
TEE=FLIFPEREEEBIR
FREEERY - HARFARBRER
NELTEtEEETL  c TRERLER
TR _EFEMNLIBEAEL3%
ZEE-F AR EEER895% °

BB

RZTZE=FAAK  PEFENRL
AEEARFTRLLER172% @ BETFE=R
B643%  EFRHEELELEXRA
533% ' FHREBE DL K F483% °

Management Discussion and Analysis
(cont’d)

4.
(1
i
b.

Core business development (cont’d)

Commercial banking (cont’d)

Asset quality (cont’d)

Asset quality indicators

In the first half of 2003, CKWB continued to enhance its overall
asset quality. During the period, CKWB resolved HK$677 million of
problem loans. The non-performing loan ratio increased slightly to
4.3% from 4.1% at the end of 2002. Coverage ratio stood at
89.5% at the end of June 2003.

Financial position
At the end of June 2003, CKWB's unadjusted capital adequacy ratio
was 17.2%. The loans to deposits ratio was 64.3%. The loans to

total assets ratio was 53.3%. The average liquidity ratio was 48.3%.

EEZEER Asset Quality Indicators

—EE=FXAK
PEEEERZ
CKWB indicators
as at the end
of June 2003
TREMH X NPL 43%
BEX Coverage 89.5%
BEREEEEX Loan Loss Coverage 54.7%
A B SR G 4R & 3R B ) Mainland Loans to Total Loans 11.2%
RICHEEART B = Unadjusted Capital Adequacy 17.2%
Bt % Loans to Deposits 64.3%
BEREEEBELX Loans to Total Assets 53.3%
FHRBE S L= Average Liquidity 48.3%

(XBRHERER iii.  Continued business development

TEE=FLIFPERETHEAK
L IE S T E M RE - BT ERT
HHEEMEIRERSO] - [CTIC Ka
Wah SEED {5 AW ] RIZF[140% 8 &
EEE|tE - ARMSERITEDTHE L
# [ DocPrep) 2 H) O 3 {4 = I & £t iR
BRIKER SRS -

During the first half of 2003, CKWB launched on average two new
products and services every month. New products from the Retail
Banking Group include “NOW Account”, “CITIC Ka Wah SEED
Credit Card” and the enhanced “140% Mortgage Refinancing
Service”, while the Wholesale Banking Group offered “DocPrep”
export document preparation system service and “Dividend

Payment Service”.
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Management Discussion and Analysis
(cont’d)

4. Core business development (cont’d)
(1) Commercial banking (cont’d)

iii. Continued business development (cont’d)

New Products and Services Launched

m & IR % During the First Half of 2003
A% EmE R
Month New Products and Services
— A e [DocPrep) 2= H O XX 4 & IS & 45 R 7%
January “DocPrep” Export Document Preparation System Service
o REARERES
“Dividend Payment Service”
—A o [EIREHMFO]
February “NOW Account”
=A s EABIERHIHI2%RE EE
March Credit Card “Interest Free Flexi Installment Plan” — 2% Cash Rebate
Promotion
o [FEANMBERBEZ]
“FUTURITY Guaranteed Interest Fund”
M A s HFIDREEEREE —[2EXRBRENERINBMEXLESR
April S E X
SME Loan Guarantee Scheme — “Business Installations and Equipment
Loans” and “Associated Working Capital Loans”
e ZHAIEFERRIFEDIFE
Participated in “Film Guarantee Fund”
A CITIC Ka Wah SEED {= F3 i
May CITIC Ka Wah SEED Credit Card
s ZHEPBMNRXBESMTRASNGAEFETEMRN=TRH{EE
TTE RERETE
Participated in Government's HK$3.5 Billion Loan Guarantee Scheme for
Severe Acute Respiratory Syndrome Impacted Industries
A o RAN40%E EEER]GE
June Enhanced “140% Mortgage Refinancing Service”

o [IEF100:EIKETE]
“ANNUITY 100 Retirement Plan”
e H/IBEEERBIE —(EUREREER]

SME Loan Guarantee Scheme — “Accounts Receivable Loans”
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Management Discussion and Analysis
(cont’d)

4.
(1)

Core business development (cont’d)

Commercial banking (cont’d)

Continued business development (cont’d)

It is worth mentioning that the NOW Account, an integrated savings
and checking account offering a savings rate of 1% p.a., received
favourable responses in the market as it satisfies customers’ need of
higher return in a low interest rate environment, and offers free
premium protection for redundancy and terminal illness coverage
that is unique in the market. As at the end of June, more than
15,000 new accounts were opened under the programme. The
new product also attracted HK$6 billion of deposits, of which 50%
were from new customers. The average deposit size was
approximately HK$380,000. The product created enormous cross-

selling opportunities of wealth management products for CKWB.

China banking

To capitalize on the vast business opportunities arising from China’s
fast growing economy, CKWB continued to commit resources for
the development of its China business, and has made solid progress
in a number of business areas through close collaboration with
CITIC Industrial Bank. In respect of the credit card business jointly
developed by CKWB and CITIC Industrial Bank, a RMB card as well
as RMB/HKD and RMB/USD dual-currency cards are expected to be
launched in the fourth quarter this year, with an issue target of
300,000 cards during the first year of launch. The credit card centre
has been established in Shenzhen, with an approximate headcount

of 60, which is expected to increase to 200 by the end of this year.

On wholesale banking, CKWB and CITIC Industrial Bank continued
to strengthen their co-operation in the corporate loan business.
During the first half of the year, the two parties jointly participated
in 8 club deals and syndicated loan facilities, contributing
approximately HK$9 million of non-interest income for CKWB. In
addition, CKWB has been offering corporate customers with RMB
loans through CITIC Industrial Bank since the beginning of 2000.
Such business continued to generate non-interest income
for CKWB.
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Management Discussion and Analysis
(cont’d)

4.
(1

V.

Core business development (cont’d)

Commercial banking (cont’d)

China banking (cont’d)

Building on the foundation of the separate memorandum of
understanding signed between CIFH and four Taiwanese banks at
the end of 2002, CKWB continued to co-operate with these
Taiwanese banks, with a view to providing a comprehensive range
of banking services for Taiwanese companies operating in the
Mainland, either directly or in collaboration with CITIC Industrial
Bank. CKWAB expects the first financial product targeting this
market segment to be launched in the second half of 2003.

Future development

Going forward, CKWB will continue to develop its business in Hong
Kong, and strive to capitalize on the opportunities brought about by
the Closer Economic Partnership Arrangement (“CEPA”) entered
into between Hong Kong and China in June, and actively expand its
At the same time, CKWB will adopt a
Business Excellence Model with a view to building sustainable

Greater China business.

leadership and a world-class business management system.

Business development

Hong Kong market development

The operating environment for the second half of 2003 is expected
to remain challenging amid persistent deflation and high
unemployment. CKWB will remain prudent when implementing its
business growth strategies, while at the same time adhere to the
spirit of innovation, and strive to achieve business breakthroughs
and develop new revenue generators. CKWB will also consider
merger and acquisition opportunities with a view to further

expanding business scale.

Mainland market development

CKWB firmly believes that the Mainland economy will continue to
grow vigorously over the next few years, and the Mainland market is
crucial for the long-term development of Hong Kong’s banking
industry. Following the implementation of CEPA, CKWB plans to
enter the Mainland market under its own brand, and will use the
Pearl River Delta as a base to expand its distribution network to
better serve its corporate customers operating in the region. CKWB
will actively position itself to capitalize on the vast business
opportunities arising from the gradual integration of the Mainland
and Hong Kong economies.
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Management Discussion and Analysis
(cont’d)

4.
(1
V.
b.

()

Core business development (cont’d)

Commercial banking (cont’d)

Future development (cont’d)

Enhancing management effectiveness

CKWB's winning of “The Hong Kong Retail Management Association
Customer Service Award” in 2002 marks the success of its Business
Excellence Model under implementation. To further strengthen its
business management, CKWB has been extending this model
throughout the organization. The model emphasizes 7 arenas
including leadership, strategic planning, customer service, information
analysis, HR focus, process management and business results. Its
implementation is expected to upgrade CKWB's business management

system to world class standard.

Asset management

Established in late 2002 as a separate entity from CKWB, CITIC
International Assets Management Limited (“CIAM"”) has completed
its first half-year of operation with satisfactory results. Thanks to the
strong China capabilities of the team and firm backing from CITIC
Group, CIAM has been making steady progress to cultivate new
lines of business with the goal of developing alternative sources of

quality earnings for the Group.

Non-performing loans (“NPL")

CIAM boosts recovery efforts for the historical NPL on the one hand
and capitalizes its expertise and experiences to expand the business
scope in related areas on the other. NPL has been on the track of
running down, about HK$150 million to HK$200 million of which is
expected to be resolved by the end of 2003. Utilizing the vast CITIC
network and strong China capability, CIAM has positioned itself to
tap the tremendous business opportunities from the huge distressed
assets market on the Mainland. CIAM is in the process of
negotiations with various Mainland and overseas financial institutions
with the aim of drawing in outside investors and managing NPL

portfolios for these institutions in the future.
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Management Discussion and Analysis
(cont’d)

4.
()

(3

Core business development (cont’d)

Asset management (cont’d)

Direct investment activities

CIAM has also been active in nurturing its private equity business
during this period. It has been the company’s target to build a
diversified portfolio composing of short term and medium term
investments. As planned, CIAM has made direct investments
reaching HK$100 million, a few of which are selected later stage
investments and may begin to bear fruit in the near future. There
are a few more projects in the final stage of feasibility study and
another HK$50 million to HK$100 million investments may add to
the portfolio by the turn of this year. The official approval granted
earlier this year by Shenzhen Municipal Government for the
incorporation of Shenzhen Guocheng Century Venture Capital Co
Ltd (“Shenzhen Guocheng”) marked the milestone for CIAM.
Shenzhen Guocheng has been operating smoothly since its inception
and is planning to invest in 2 to 3 projects with a total sum of
HK$20 million to HK$30 million.

investment entered between CIAM and Shenzhen Guocheng

Shenzhen Guocheng, a co-

Venture Capital Co Ltd, is the first of its kind approved under the hi-
tech venture capital fund regulations in Shenzhen. Besides, CIAM is
proactively negotiating with a number of potential partners to set

up a second joint venture fund in areas under consideration.

Outlook

Having laid a solid foundation for future business development,
CIAM will continue to co-operate closely with various units within
the CITIC Group whilst exploring business partnerships with outside
parties. The company is on track in establishing itself as a
specialized China-focused investment boutique that will enhance

value for its shareholders and clients in the long run.

Investment banking

CITIC Capital Markets Holdings Limited (“CCMH") performed
spectacularly amid a challenging economic environment, reporting
HK$77.7 million in consolidated profit after tax for the first half of
2003.
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Management Discussion and Analysis
(cont’d)

4.
3)

Core business development (cont’d)

Investment banking (cont’d)

Corporate finance

In the first six months of 2003, CCMH successfully raised over
US$700 million for clients. This included US$100 million in zero
coupon subordinated convertible notes for Sina Corporation, one of
the leading internet portals in China. CCMH also participated in a
number of corporate finance transactions such as the IPOs of
Sinotrans, Lianhua Supermarket, Vedan International and

Baoye Group.

Asset management

CCMH will launch and market a number of retail and institutional
investment funds in the second half of the year under the CITIC
Capital brand. Our private equity joint venture has secured new
investments from major international financial institutions such as
Sumitomo Trust Bank. Having achieved double-digit returns during
a pre-launch trial run period for six months, our new hedge fund
This

expanding range of fund products is expected to generate a steady

products will be ready for marketing in the coming months.

stream of quality revenue for CCMH in the long term.

Securities brokerage

CCMH's market share of brokerage transactions on the Stock
Exchange of Hong Kong continued to increase in the first half of
2003 as CITIC Capital Securities expanded its clientele. Following
the introduction of futures trading, our product range has further
expanded to cover non-Hong Kong instruments such as Thai and
China B shares. The company will begin to offer U.S. share
brokerage services in the near future. The ultimate goal of CCMH is
to provide a one-stop shop offering a wide range of products
that cater for its clients’ diverse needs in this increasingly

competitive market.
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Management Discussion and Analysis
(cont’d)

Future development (cont’d)

With an expanded product range and a much-reduced cost base,
CIFH is in a unique position to capitalize on an expected recovery in
the regional economy during the second half of 2003. The Group
will continue to develop its core businesses with an eye on cost
control and asset quality while actively exploring new opportunities
in the region brought about by increased crossed-strait economic
activities as well as the CEPA between Mainland China and

Hong Kong.

As the financial flagship of CITIC outside the Mainland, CIFH will
actively consider other initiatives for future expansion including the
injection of CITIC's financial businesses and increasing its interests in
CCMH. Leveraging on the vast resources of the CITIC Group, CIFH
is dedicated to a strategy of developing the Greater China market in

ways that will enhance value for its shareholders in the long term.
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1. ARaROESZHHER :

Supplementary Information

Interim dividend

The Board are pleased to declare an interim dividend of HK$0.03 (2002:
HK$0.03) per share. The interim dividend will be paid on Wednesday, 24
September 2003 to all shareholders whose names are on the Register of

Members of the Company on Friday, 19 September 2003.

Closure of Register of Members

The Register of Members of the Company will be closed from Tuesday, 16
September 2003 to Friday, 19 September 2003, both days inclusive,
during which period no transfer of shares will be registered. In order to
qualify for the interim dividend, all transfer documents accompanied by
the relevant share certificates must be lodged for registration with the
Company’s Share Registrar, Computershare Hong Kong Investor Services
Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Hong Kong by 4:00 p.m. on Monday, 15 September 2003.

Directors’ and Chief Executive’s interests

As at 30 June 2003, the interests and short positions of the Directors and
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 (the
“SFO")) disclosed in accordance with the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing

Rules”) were as follows:—

—

Long positions in shares of the Company:

EE#®ITRA
B =

EEHR & 5 FERGEE % of issued
Name of Director Capacity No. of shares share capital
8 2% EmEAA 1,698,000 0.053

Zhao Shengbiao

Beneficial owner
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Supplementary Information
(cont’d)

Directors’ and Chief Executive’s interests (cont’d)

AARMEBRSG GRASTETLAMS) 2. Long positions in (in respect of equity derivatives) underlying
WEFRE : shares of the Company:
BEERITIRA BERES - EE2R Shares options, being unlisted physically settled equity derivatives, to
EH AT - Bk RiERYER subscribe for the shares of the Company were granted to Chan Hui
B - URBEBARERD - ZFHEK Dor Lam Doreen, Kong Siu Chee Kenneth, Lo Wing Yat Kelvin and
EEIE LB R A EAE - BEEZ Zhao Shenghbiao, all Directors of the Company, pursuant to the
EHERERBZE_ZZT =4 H=TH Senior Executive Share Option Scheme. Information in relation to
IEREAHENER - RR T [HER these share options during the six months period ended 30 June
REFTEIIAT o 2003 was shown in the following section under the heading of
“Share option scheme”.
AATRARE GBRASTETAEMS) 48 3. Short positions in shares and (in respect of equity derivatives)
BRONKE : underlying shares of the Company:
o None.
AARHEBEBNRG R (FRASTE 4. Long and short positions in shares and (in respect of equity
ITEmMS) HEARGHWEFRRXE : derivatives) underlying shares of associated corporations of
the Company:
"o None.
RATEREERES 5. Interests in debentures of the Company:
o None.
AARHBALIEEREES 6. Interests in debentures of the associated corporation of the
Company:
BEEIZHE
BN BITA 5% Amount of
Name of Director Issuer Capacity debentures
PR 2T % B CKWB (Cayman Islands) Limited EmEAA 300,000 7T
Chan Hui Dor Beneficial owner USD300,000
Lam Doreen
[E oK 1% CKWB (Cayman Islands) Limited EomEA A 80,0003 7T
Lo Wing Yat Kelvin Beneficial owner usD80,000
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Supplementary Information
(cont’d)

Directors’ and Chief Executive’s interests (cont’d)
Save as disclosed above, as at 30 June 2003, none of the Directors or the

Chief Executive of the Company had, under Divisions 7 and 8 of Part XV

of the SFO, nor were they taken to or deemed to have under such

provisions of the SFO, any interests or short positions in the shares,

underlying shares or debentures of the Company or any of its associated

corporations (within the meaning of Part XV of the SFO) or any interests

which are required to be entered into the register kept by the Company
pursuant to Section 352 of the SFO.

Share option scheme

1.

The CITIC International Financial Holdings Limited Share
Option Scheme

At the 78th Ordinary Yearly Meeting of the Company held on 16
May 2003, the Company adopted The CITIC International Financial
Holdings Limited Share Option Scheme (the “New Option Scheme”)
and, at the same time, terminated the Senior Executive Share Option
Scheme adopted by the Company on 30 March 1995. Under the
New Option Scheme, options will be granted by the Board to the
eligible persons to subscribe for shares of the Company at an
exercise price which shall not be less than the higher of (i) the
closing price of the shares of the Company as stated in the Stock
Exchange’s daily quotations sheet on the date of offer; (ii) the
average closing price of the shares of the Company as stated in the
Stock Exchange’s daily quotations sheets for the five trading days
immediately preceding the date of offer; and (iii) HK$1.00,
representing the nominal value of the share of the Company. As at
30 June 2003, there was no option granted by the Company under
the New Option Scheme.
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Supplementary Information
(cont’d)

Share option scheme (cont’d)

2.

Senior Executive Share Option Scheme

On 30 March 1995, the Company adopted a Senior Executive Share
Option Scheme (the “Option Scheme"”) under which the Directors
and the eligible senior executives of the Company were granted
share options for subscription of shares of the Company. Each
option gives the holder the right to subscribe for one share of the
Company. The exercise price of options was determined by the
Board and was the higher of (i) HK$1.00, representing the nominal
value of the share of the Company; and (ii) 80% of the average of
the closing prices of the shares of the Company on the Stock
Exchange for the five trading days immediately preceding the date
of grant. The Option Scheme had been terminated on 16 May 2003
upon the approval from the shareholders of the Company.
However, the provisions of the Option Scheme remain in full force
and effect to the extent necessary to give effect to the exercise of all
options granted prior to the termination of the Option Scheme. For
the six months period ended 30 June 2003, there was no option

granted by the Company under the Option Scheme.
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Supplementary Information
(cont’d)

Share option scheme (cont’d)

2. Senior Executive Share Option Scheme (cont’d)
At 30 June 2003, the Directors and the eligible senior executives of
the Company had the following interests in options to subscribe for
shares of the Company (market value per share at 30 June 2003
was HK$2.175) granted pursuant to the Option Scheme of
the Company:

120035 12003% REAER MEF
118 6A30H REABA B2AMM ERESR LR
I R AT B2 49 ief R A7 65 B CIEGE:d BT BREHE e (Kt £2)
EREHA BREHA BTRH BRESH BREHE (K& 1) (B% (%)) (B (m))
No. of Weighted
No. of No. of Period No. of options Price per average
options options during options lapsed share on closing
outstanding  outstanding which exercised during the exercise of price
as at as at Date options during period options (Note 2)
01/01/2003 30/06/2003 granted exercisable the period (Note 1) (HKS) (HKS)
BT % 2,000,000 2,000,000  17/08/1999  20/04/2000 - / / 2217 /
Chan Hui Dor Lam Doreen 29/03/2005
74,689 74,689 28/02/2002  28/02/2002 - / / 2217 /
29/03/2005
AREES 2,000,000 2,000,000  17/08/1999  18/05/2001 - / / 2217 /
Kong Siu Chee Kenneth 29/03/2005
74,689 74,689 28/02/2002  28/02/2002 - / / 2217 /
29/03/2005
EXE 2,000,000 2,000,000  17/08/1999 31/10/1999 - / / 2217 /
Lo Wing Yat Kelvin 29/03/2005
74,689 74,689 28/02/2002  28/02/2002 - / / 2217 /
29/03/2005
8 Y 87,000 [ 10/04/1996  11/04/1996 - 87,000 / 1.000 2.150
Zhao Shengbiao 29/03/2005
210,875 [ 08/05/1997 09/05/1997 - 210,875 / 1.000 2.150
29/03/2005
316,239 316,114 06/05/1998  07/05/1998 - 125 / 1.000 2.150
29/03/2005
BROTBAE S5 200,000 200,000 30/03/1995 30/03/1995 - / / 1.000 /
Aggregate total of 29/03/2005
the senior executives 37,000 37,000  10/04/1996 11/04/1996 - / / 1.000 /
29/03/2005
42,125 42,125 08/05/1997  09/05/1997 - / / 1.000 /
29/03/2005
73,689 73,689 06/05/1998 07/05/1998 - / / 1.000 /
29/03/2005
450,000 450,000  16/04/1999 06/08/1999 - / / 1.620 /
29/03/2005
22,406 22,406  28/02/2002 28/02/2002 - / / 1.620 /
29/03/2005
4,000,000 4,000,000  17/08/1999  01/04/2000 - / / 2217 /

29/03/2005
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Supplementary Information

(cont’d)

Share option scheme (cont’d)
2. Senior Executive Share Option Scheme (cont’d)

120035 120035 REER MEF Y

1818 6A30H REABER BRHH ERESR K&

i R AT E B i R AT E B CIEE:d BTREH EREZA THE (Kt a£2)

EREHA EREHA RTRH BRAESE BREHA (K& 1) (B% (%)) (B% (%))

No. of Weighted

No. of No. of Period No. of options Price per average

options options during options lapsed share on closing

outstanding  outstanding which exercised during the exercise of price

as at as at Date options during period options (Note 2)

01/01/2003 30/06/2003 granted exercisable the period (Note 1) (HKS) (HKS)

BROTBAR B (8) 149,377 149,377 28/02/2002  28/02/2002 - / / 2217 /
Aggregate total of 29/03/2005

the senior executives 700,000 700,000  16/03/2000 16/03/2001 - / / 1.828 /
(cont'd) 29/03/2005

37,344 37,344 28/02/2002 01/03/2002 - / / 1.828 /
29/03/2005

1,700,000 1,700,000  28/03/2000 31/03/2000 - / / 1.758 /
29/03/2005

63,485 63,485 28/02/2002  28/02/2002 - / / 1.758 /
29/03/2005

1,000,000 1,000,000  27/06/2000 05/06/2002 - / / 1.681 /
29/03/2005

37,344 37,344 28/02/2002  05/06/2002 - / / 1.681 /
29/03/2005

500,000 500,000  10/08/2000 11/08/2001 - / / 2.198 /
29/03/2005

18,672 18,672 28/02/2002  28/02/2002 - / / 2.198 /
29/03/2005

200,000 200,000  23/08/2000 24/08/2001 - / / 2213 /
29/03/2005

7,469 7469 28/02/2002  28/02/2002 - / / 2213 /
29/03/2005

1,300,000 1,300,000  05/12/2000 22/10/2001 - / / 1.747 /
29/03/2005

48,547 48547 28/02/2002  28/02/2002 - / / 1.747 /
29/03/2005

300,000 [ 26/03/2001  27/03/2002 - / 300,000 1.758 /
29/03/2003

11,203 [ 28/02/2002  27/03/2002 - / 11,203 1.758 /
29/03/2003

17,736,842 17,127,639 298,000 311,203
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Name of shareholders

Supplementary Information
(cont’d)

Share option scheme (cont’d)

2. Senior Executive Share Option Scheme (cont’d)
Notes:

1. All the options lapsed before expiry of the options will be added back
to the number of shares available to be issued under the Option
Scheme.

2. This represents the weighted average closing price of the shares of the
Company immediately before the date on which the options were
exercised.

Save as disclosed above, as at 30 June 2003, none of the Directors or
Chief Executive of the Company or their spouses or children under 18
years of age were granted or exercised any right to subscribe for any
equity or debt securities of the Company or any of its associated

corporations.

Substantial shareholders’ interests

So far as the Directors are aware, the interests and short positions of
every person, other than a Director or Chief Executive of the Company, in
the shares and underlying shares of the Company as recorded in the
register required to be kept under Section 336 of the SFO as at 30 June

2003 were as follows:

EE#HTRA
B ®

TEBEREEREQR ([FE]D)

China International Trust and Investment Corporation (“CITIC") (Note)

PEERIRTT

China Construction Bank

BERMGEE % of issued
No. of shares share capital
1,812,910,526 56.99%
156,987,995 5.17%

B 2 -

RS AARAFRRD1,791,198, 220l B 5B A ©
REREBREEAMSGERERARBRBE=H

Z2—REZKRER  AMERAEAZARREE

2.21,712,306f8 A" A A1 AR 15 ©

B EXCETHBEIN EFUT BB EMMA
AR ZEE=ZFNA=THEARRAHKRGD
RBBKRMDT - HEEBREESRY iﬂlﬂﬁW
XVEBZE 27 & R B35 B 2 R TE M/RRA R
BENERSRE -

Note:

CITIC was the beneficial owner of 1,791,198,220 shares of the Company and it
was deemed to be interested in 21,712,306 shares of the Company which were
held through CITIC Capital Markets Holdings Limited, a company in which it has
an effective holding of over one-third of the voting power.

Save as disclosed above, there is no person known to the Directors who,
as at 30 June 2003, had an interest or short position in the shares and
underlying shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO.
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Supplementary Information
(cont’d)

Purchase, sale or redemption of the Company’s

listed securities

The Company had not redeemed any of its listed securities during this
interim period. Neither the Company nor any of its subsidiaries had
purchased or sold any of the Company’s listed securities during this

interim period.

Compliance with the Code of Best Practice

The Company had complied throughout this interim period with the
Code of Best Practice as set out in the Listing Rules, except that there is
no specific term for the appointment of independent non-executive
directors.

By Order of the Board

CITIC International Financial Holdings Limited
Chang Zhenming

Director and Chief Executive Officer

Hong Kong, 28 August 2003



