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EHEF BB Group Results in Brief

BREZFNE HE_FE= BRE_FFNE
AHZTHIE AH=1THIE AHZTHIE
A H AR H A H
Six months ended  Six months ended #91  Six months ended
30th June, 2004 30th June, 2003 Increase 30th June, 2004
HK$m HK$m % US$m
e SR A5 2 i ] Profit Attributable to
Shareholders 530 370 43.6 68.0
95} Dividend 156 109 43.1 20.6
HKS$ HK$ % US$
e B A 2 Basic Earnings per Share 1.80 1.26 434 0.23
BB 4 2 ) Cash Farnings per Share 1.89 1.26 49.9 0.24
e f Dividend per Share 0.53 0.37 43.2 0.07
% %
JEA BB HE 2 Cost to Income Ratio 41.7 32.0
- 7 ] e Return on Average Assets 1.21 1.27
IR ] Return on Average
i Shareholders’ Funds 15.7 11.8
s,/
e 2 JUE S CEREZAE (WD) “EEN4
AA=Z1+H +-H=+—H Increase/ AA=Z1+H
30th June, 2004 31st December, 2003  (Decrease) 30th June, 2004
HK$m HK$m % US$m
JBOR & 4 Shareholders’ Funds 6,872 6,687 238 881.1
MR Total Deposits 76,612 77,477 (1.1) 9,823.2
& F K Advance to Customers 48,378 46,612 3.8 6,203.0
Mg Total Assets 87,243 88,737 (1.7) 11,186.3
HK$ HK$ % USs$
B A Net Asset Value per share 23.38 22.76 2.7 3.00

m = million (H #)

US$1.00 = HK$7.7991
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The Hong Kong economy gathered strength in the first half of
2004 as GDP grew 6.8 percent in real terms in the first quarter
from a year earlier, accelerating from a 4.9 percent growth in
the fourth quarter last year. Exports of goods grew by a brisk
pace on the back of strong demand from our major markets.
Locally, reviving consumer confidence and vibrant inbound
tourism buoyed consumer spending. Visitor arrivals grew
substantially in the first five months, helped by 1.34 million
mainland visitors under the individual visit scheme.

The general improvement in the Hong Kong economy has
benefited the banking industry. Asset quality of banks
improved as property prices stabilized and the unemployment
rate fell steadily to 6.9 percent in June from its peak in the
middle of 2003 when Hong Kong was still in the grip of SARS.
As a result, the delinquency ratio of residential mortgage
lending and the charge-off ratio of credit card receivables both
declined. However, banks continue to suffer from weak loan
demand due to deflationary pressures, which fortunately is
coming to an end as the composite consumer price index fell
only 0.1 percent in June.

Against this background of weak loan growth, we continued
to pursue a strategy of diversifying our loan portfolio. For the
first six months of 2004, we were able to achieve satisfactory
asset growth in areas such as residential mortgages, equipment
financing as well as in the Bank’s China and Macau operations.

Following the passage of the Wing Hang Bank, Limited
(Merger) Bill by the Legislative Council on 9th July, 2004,
Wing Hang Bank (WHB) and Chekiang First Bank (CFB) have
been successfully integrated on 9th August, 2004. The merger
has resulted in a stronger and more substantial bank with an
expanded branch network. The Group currently has 41
branches in Hong Kong, 11 branches in Macau and 1 branch
in Shenzhen. As at the end of June 2004, the Group had a
total of 2,164 employees. Substantial revenue and cost
synergies have been capitalised in the first half of 2004 and
we are confident that full integration benefit will be achieved
by the end of 2005.

For the first six months of 2004, we achieved a new record in
profits attributable to shareholders which amounted to
HK$530.2 million, an increase of 43.6 percent compared to
HK$369.3 million in the same period last year. The consolidated
results incorporate the results of CFB and its subsidiaries.
Earnings per share rose 43.4 percent to HK$1.80. Cash earnings
per share increased by 49.9 percent to HK$1.89. The Board
has recommended an interim dividend of HK$0.53 per share,
an increase of 43.2 percent from last year.
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Net interest income increased 23.8 percent to HK$916.6
million. Excluding CFB, net interest income increased 2.4
percent to HK$758.2 million due to an increase in loan volume
and treasury operations. Net interest margins fell from 2.54
percent to 2.08 percent due to mortgage re-pricing pressures
and the acquisition of CFB.

Non-interest income rose 70.6 percent to HK$328.1 million.
Excluding CFB, non-interest income rose 26.2 percent to
HK$242.8 million due to substantial growth in share brokerage,
foreign exchange trading income and wealth management
services resulting from the lower interest rate environment in
the first half of 2004. Vigorous promotional efforts helped to
broaden our customer base. Programmes such as an investment
seminar held in February 2004 have been well-received by
customers. Anticipating demand for high-yield products, the
Bank has actively participated as placing agent for retail bond
issuances.

The Group’s total operating income increased by 33.4 percent
to HK$1,244.6 million. Excluding CFB, operating income
increased by 7.3 percent to HK$1,001.0 million.

The Group’s cost-to-income ratio rose from 32.0 percent to
41.7 percent due to the acquisition of CFB and goodwill
expenses. Excluding CFB, the cost-to-income ratio would be
33.9 percent. With the successful integration of WHB and CFB,
the Group is confident that its cost-to-income ratio will
improve further as cost economies will be achieved by branch
rationalization and centralizing back-office and IT operations.

Charges for bad and doubtful loans decreased 65.5 percent to
HK$73.1 million due to recovering property prices, declining
personal bankruptcies and general improvement in the
economy. For the first six months of 2004, charge-offs for
credit cards decreased to 3.5 percent of credit card receivables
from 9.8 percent in the same period last year. For the period
under review, the level of non-performing loans decreased to
HK$1.12 billion, or 2.32 percent of total loans.

Total advances to customers increased 3.8 percent to HK$48.38
billion. Excluding CFB, total loan outstanding increased 5.8
percent due to satisfactory growth in domestic lending such
as residential mortgage and equipment financing as well as
lending outside Hong Kong in the Bank’s China and Macau
operations.

Total deposits decreased 1.1 percent to HK$76.61 billion and
customer deposits decreased 3.1 percent to HK$69.92 billion,
reflecting the migration of deposits to investment products.
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The Retail Banking operation recorded a 52.7 percent increase
in profit before taxation over 2003, mainly brought about by a
decrease in charge for bad and doubtful debts and strong
growth in the wealth management business.

Property market sentiment improved and prices picked up
markedly in the first quarter but sale activities in both the
primary and secondary markets eased in the second quarter.
Residential mortgages, which accounts for 27.9 percent of the
loan portfolio, increased by 8.2 percent. Excluding CFB,
residential mortgages showed an increase of 6.2 percent,
outperforming the industry average. The Bank has launched
new mortgage products such as a 95% mortgage plan to attract
home buyers.

In consumer lending, Wing Hang Credit continued to expand
its personal loan activities through innovative programmes,
including a “Zero Interest Rate” refinancing scheme to help
customers consolidate personal debt and relieve themselves
from the burden of high interest rates. The subsidiary has also
taken advantage of our expanded bank branch network to
increase points-of-sales for its personal loan products.

Wing Hang Finance Company Limited continued to extend
credit facilities to small and medium enterprises (SMEs), both
in Hong Kong and those with operations in China. The
company saw substantial growth in its vehicle and equipment
financing business by taking advantage of cross-selling
opportunities to CFB’s SME customers.

The slow loan growth in Hong Kong continued to be
compensated by increased activities in Mainland China, where
residential mortgage financing grew 25.3 percent during the
first six months. Although the macroeconomic control measures
implemented by the central government has resulted in a
cooling of the property market in the mainland, we have
mitigated risks by chiefly servicing Hong Kong residents buying
owner-occupied homes.

To capitalize on the granting of easier access to the Mainland
banking market under CEPA, we will gear ourselves up towards
greater involvement in China. The Bank has formed strategic
alliances with foreign banks to better serve the customers
across Pearl River Delta, Yangtze River Delta and the Bo Hai
Bay area. The Bank has received approval to upgrade its
Shanghai representative office to a branch and plans to open
a representative office in Beijing to complement its branch
offices in Shenzhen and representative office in Guangzhou.



TR SE 5 7 > VAP K o SRAT7E B K B 7S
B BT R KRBT SR Ko iR 3
R AR AR > 5 — IR A ML B
REF-FHE LI AR Z A HEAHK
[EEZ YRRy NP o D R L
T—aAtE mFEAEA NI A S 2
= s BRI e 2 2 =+ R e

ASE W 2 EATE R WA ST B B e b gy
P NER P o (F VAN JE o LUl ob R =
A7 O AR IR S T B 2 1 2 X =

—0%

i BEORAS A A B9 R 4 T2
KBRS PR R » B35 A K8 7 A B
e KR DURS E P ORI R B R B
B BN o A% AR R 1 A A R R 1 T D B
8] A 5 A > Sl A7 A ) 47— % 4 B R T
B 5 FE3ET - BB T — Mok = AT I & B> A
S BB ORI SET T B SR AL L
B SEB I R o

EHRIATH A
5 B0 R

i —EFFNENAA+ILH

In Macau, Banco Weng Hang continues to out-perform, helped
by double-digit growth in the local economy. Macau’s GDP
surged 25.6 percent in real terms in the first quarter over a
year earlier due to vibrant inbound tourism. Profits increased
by 10.9 percent to 71.6 million Macau patacas, with a steady
growth in loans. Net interest income increased slightly by 5.3
percent while fee income increased by 36.1 percent.

The Group’s capital adequacy ratio and average liquidity ratio
stood at 15.8 percent and 47.2 percent respectively while the
loan to deposit ratio increased slightly to 63.1 percent due to
an increase in loans.

Looking ahead, the operating environment is still challenging
in the second half due to the expected rise in interest rates
and high oil prices. However, with the improving local
economy and steady high growth in the Mainland, loan
demand should gradually increase. We will continue to control
costs through streamlining operations as well as to broaden
our fee income and expand our consumer lending businesses
through cross-selling to CFB’s customers. With the successful
integration of CFB and WHB, we now have a larger operating
platform and customer base to grow our business.

PatrickY B Fung
Chairman and Chief Executive

Hong Kong, 19th August, 2004



REBBZ A B E#F Unaudited Consolidated Profit and Loss Account

#HE ZZZPAENH =+ H L7518 A For the six months ended 30th June, 2004

RE_ZZN4E weE _FL=
AH=ZTHIE AH=1HIE
A H 7~ EH
fff5f Six months ended  Six months ended
(UL B F (v 9 ) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2004 30th June, 2003
FE YA Interest income 1,369,542 1,086,759
FE S Interest expense (452,992) (346,132)
AR A Net interest income 916,550 740,627
HoAb 2 FE A Other operating income 4(a) 328,082 192,348
BEBA Operating income 3 1,244,632 932,975
BELH Operating expenses 4(b) (518,486) (298,697)
F0 B 1 5 i 2 S T ] Operating profit before provisions 726,146 634,278
R IR A Charge for bad and doubtful debts (73,134) (212,000)
8 2 v A Operating profit 653,012 422,278
HEMBREYWE LEAE Losses on revaluation of investment
T B E N AT 2 R properties, disposal of tangible fixed
assets and associated company (6,970) (1,202)
AR 2 F M H % ZJIF Profits on disposal of held-to-maturity
FrfE L E g5 2 6 and non-trading securities 5 2,960 30,551
T 238 H 52 %4 Provisions written back/(made) for
] 43, (F4E) held-to-maturity securities 4,848 (10,900)
IEH ST 6 A Profit on ordinary activities 653,850 440,727
JRE A B ) 2 TR A AR Share of net losses in associated
companies (6,589) (3,210)
R B i i A1 Profit before taxation 3 647,261 437,517
BLIA Taxation 6 (117,307) (67,811)
I 0 A% i Profit after taxation 529,954 369,706
DR R RE R TG 2 B51H 7 Losses/(profit) attributable to minority
(i 1)) interests 238 (428)
AT AR REAS 2 Y6 Profit attributable to the shareholders 530,192 369,278
W EL S - Dividends attributable to the period:
BRI 0 RS Interim dividend declared 7 155,773 108,617
Al 2 4E 2 KRB Underprovision of final dividend in
respect of previous year 140 148
155,913 108,765
T HEDIH
HK$ HK$
FBC 2 A Earnings per share 8
U YNSE T Basic and diluted 1.80 1.26
Be Cash 1.89 1.26
T I AR UR P IR B Interim dividend declared per share 7 0.53 0.37

FTHEFRE=T—HZM
Al W AR Z — af o

The notes on pages 12 to 31 form part of these accounts



REBEBZEAEREAMFE Unaudited Consolidated Balance Sheet

ZFEFEWAENH =4 HEHF As at 30th June, 2004

“EEWAE CREZE
Bt 5k AHZ1+H +-A=+—H
(LI W T T (i 5 7)) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2004 31st December, 2003
iy ASSETS
e kEhas Cash and short-term funds 9 14,951,023 18,402,805
EMER TR ¥ b4 Placements with banks and other
AR SO (— 2+ 2 financial institutions maturing
HRE ) between one and twelve months 18 490,724 1,542,981
B o) S5 O R Trade bills less provisions 631,850 595,895
T3 Certificates of deposit held 10 & 18 29,980 129,972
FERE & Trading securities 12 9,746 546,064
KPP ZEHT N HABEED I Advances to customers and other
B A accounts less provisions 11(a) 48,791,326 47,108,427
e 280 H &% %5 R FFefE Held-to-maturity and non-trading
HE R ®E securities 13 19,583,663 17,582,264
R /NCIE &~} Investments in associated companies 126,641 143,514
A e E & Tangible fixed assets 1,697,829 1,729,617
2 Goodwill 14 930,684 955,133
M Total assets 87,243,466 88,736,672
£ 15 LIABILITIES
AT ZE X H A S MR 2 Deposits and balances of banks and
K other financial institutions 18 1,869,163 407,403
BF 2 Deposits from customers 15 & 18 69,924,676 72,138,422
C #1727 Certificates of deposit issued 18 4,818,408 4,931,139
LA B T I Al Other accounts and provisions 16 1,206,043 2,031,625
ALK Total liabilities 77,818,290 79,508,589
AR CAPITAL RESOURCES
[[{&N Share capital 19 293,911 293,781
G Reserves 20 6,578,503 6,393,100
e & & Shareholders’ funds 6,872,414 6,686,881
EEEAR Loan capital 17 2,534,708 2,522,910
D B R 4 Minority interests 18,054 18,292
AR REARIE Total liabilities and capital resources 87,243,466 88,736,672

FTHEFRE=T—HZM
il WA IRIA 2 — i o

The notes on pages 12 to 31 form part of these accounts



RBEBZ 5B ER Unaudited Consolidated Statement of Changes in Equity

#HE ZZZPAENH =+ H L7518 A For the six months ended 30th June, 2004

REZZZNF #H2 _FL=

AAZFHIE  AHA=THIE
AWHNA A A
fft 5t Six months ended Six months ended
(UL B F (v 9 ) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2004  30th June, 2003
—H—HZBHRE SR Shareholders’ funds as at 1st January 6,686,881 6,356,301
FABEEB A e EOR# E  Change in accounting policy on deferred
taxation - (18,562)
W As restated 6,686,881 6,337,739
CHBREEBIE 2 TR Unrealised (losses)/gains on revaluation
FHEM®REFZ KEH of non-trading securities after deferred
(BE18) /i A tax charge 20 (31,609) 38,416
SRATAT HE FEAL A BBIEBE  Deferred tax charged to bank premises
IH revaluation reserve 20 - (4,493)
BEWERERMEMHM ZRER  Deferred tax credited to investment
A property revaluation reserve 20 39 -
B Exchange adjustments 20 635 (13)
BAERANRMER 2 (BH)  Net (losses)/gains not recognised in the
/Wi profit and loss account (30,935) 33,910
A RAT AR REAG 2 Y6 A Profit attributable to the shareholders 20 530,192 369,278
Bk E Dividends paid 20 (317,423) (425,663)
AR R HE 1 #9817 2 e /> Proceeds on shares issued under share
A option scheme 3,298 1,513
W iE B A2 5T 2 IR A E  Share premium under new Employee
Incentive Plan 20 401 -
ANHZTHZBHRESEE  Shareholders’ funds as at 30th June 6,872,414 6,316,777

Fr_HER=T—HZM
Al W AR Z — af o

10

The notes on pages 12 to 31 form part of these accounts



REBEBZ HEEB 4B Unaudited Consolidated Cash Flow Statement

#HE ZZZPAENH =+ H L7518 A For the six months ended 30th June, 2004

“EENE e
B 5t AH=1H AH=1H
(LA W T T (i 517 ) (Expressed in thousands of Hong Kong dollars) Note 30th June, 2004 30th June, 2003
EEEHM L) /WA Net cash (outflow)/inflow from operating
< Bl activities 2 (1,435,102) 4,054,604
K EHEH) Investing activities
EARFH 22 HR S R F Purchase of held-to-maturity and
RHIERE RGBS S non-trading securities (12,186,082) (7,156,980)
HE LR A EFMHE  Sale and redemption of held-to-maturity
5 RFRHERE MG ER and non-trading securities 10,154,402 3,591,884
P 5 3R
&R E AR Sale of an associated company 3,990 -
ST i A ) 2 PR Ordinary dividends received from an
associated company 2,080 -
YNSRI el <y Purchase of tangible fixed assets (46,823) (21,094)
HEABEEEENGHIE  Sale of tangible fixed assets 21,047 10,591
BG4 2 BLa 8 Net cash outflow from investing activities (2,051,386) (3,575,599)
£33 Financing
A7 107 58 IR P 4% 2 B e Issue of new shares under share option
scheme 3,298 1,513
S S Ordinary dividends paid (317,423) (425,663)
SATHTE 2 Al P BUR R 2% Ordinary dividends paid to a minority
95} shareholder of a subsidiary company - (3,466)
A 8 T O o 2 B Net cash outflow from financing activities (314,125) (427,616)
BE&ER%ERBEEH () /  (Decrease)/increase in cash and cash
e equivalents (3,800,613) 51,389
BakFRBEEBR—H— Cash and cash equivalents at 1st January 18,862,071 12,048,125
H 458k
MR F MG B2 fEBEA  Effects of exchange rate changes on the
LhR L balance of subordinated debts 11,798 -
BakERBEHEARANAZ Cash and cash equivalents at 30th June 15,073,256 12,099,514
+H A8
B RERBEEE 28 Analysis of the balances of cash and
cash equivalents
Bl BAFHCRAT R 2E R HAM Cash and balances with banks and
& R other financial institutions 1,198,864 525,033
K A7 ik IR 36 Money at call and short notice 12,797,310 9,469,266
BN E 57 Treasury bills 769,584 713,604
EMFRTTIRE KM% Placements with banks and other
BEETIE (—2=MA financial institutions maturing
M3 ) between one and three months 307,498 1,391,611
15,073,256 12,099,514

FET_HEH=1T—HZM  The notes on pages 12 to 31 form part of these accounts
AL AR Z — B o

11



RBEB 2 D8 W53 BT Notes to Unaudited Interim Financial Report
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BASIS OF PREPARATION

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, and complies fully with the module on “Interim
Financial Disclosure by Locally Incorporated Authorised
Institutions” under the Supervisory Policy Manual 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 page 48.

The financial information relating to the financial year
ended 31st December, 2003 included in the interim
financial report does not constitute the Bank’s statutory
accounts for that financial year but is based on those
accounts. Statutory accounts for the year ended 31st
December, 2003 are available from the Bank’s registered
office. The auditors have expressed an unqualified opinion
on those accounts in their report dated 11th March, 2004.

This interim financial report is prepared on a basis
consistent with the accounting policies adopted in the
2003 annual accounts except as disclosed under note 2.

ACCOUNTING POLICY ON NEW EMPLOYEE
INCENTIVE PLAN (“EIP”)

The Group has granted awards to certain employees to
acquire shares of the Bank under a new EIP. The fair
value of the awards is measured at the grant date and is
charged to the profit and loss account and credited to
shareholders’ fund between the grant date and the vesting
date. The cash amount equal to the dividend that would
have been paid during the unvested period will be charged
to the profit and loss account as bonus expenses on an
accrual basis.
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3.

SEGMENT REPORTING
(a) Business segments

Retail banking activities include acceptance of
deposits, residential mortgages, hire purchase and
consumer loans.

Corporate banking activities include advance of
commercial and industrial loans, trade financing and
institutional banking.

Treasury activities include foreign exchange services,
management of investment securities and trading
activities.

Other business activities include insurance business,
stockbroking activities and services for retirement
schemes.

Unallocated items mainly comprise the shareholders’
funds, investments in premises and property
investment and other activities which cannot be
reasonably allocated to specific business segments.

E LN P B i i A

Profit before taxation

Operating income

BEZRFNE HE - FTEF BRESFINE R FEEF

AAZ+HLE AH=ETHIE AME+HHIE AHZFTHIE

AANA 7~ A AEH AR A

Six months ended Six months ended Six months ended Six months ended

30th June, 2004  30th June, 2003  30th June, 2004  30th June, 2003

FERITER Retail banking 762,221 577,265 375,713 246,091
ST Corporate banking 268,637 178,575 146,317 36,489
A Treasury 153,223 110,816 106,997 115,503
HAb % Other 45,819 24,198 15,604 6,530
K BEH Unallocated 35,443 62,181 2,630 32,904
75 3E T Wi S A B Inter-segment elimination (20,711) (20,060) - -
1,244,632 932,975 647,261 437517

13
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3.

SEGMENT REPORTING (Continued)

(b) Geographical segments
The information concerning geographical segments
has been classified by the location of the principal
operations of the subsidiaries, or in the case of the
Bank itself, of the location of the branch responsible
for reporting the results or booking the assets.

£ LION

Operating income

Bk B0 il s A1)
Profit before taxation

= REZRINE BE FTEF

AHZTHIE AH=1HIE AH=Z1HIE AH=1HIE
AEH A EH AHH ANEHA
Six months ended Six months ended Six months ended Six months ended
30th June, 2004  30th June, 2003  30th June, 2004  30th June, 2003
i Hong Kong 1,323,147 1,035,249 783,866 578,420
Lai Macau 132,880 118,900 82,570 74,431
HAth Others 38,595 31,122 16,006 4,086
BRSUCES  Inter-segment elimination (249,990) (252,296) (235,181) (219,420)
1,244,632 932,975 647,261 437,517
B ERA 4. (a) Other operating income
BEZENE HE_FTE=F
AAZ+HHE SA=ZTHIE
AMA AEA
Six months ended Six months ended
30th June, 2004  30th June, 2003
i 5 2 St Fees and commissions
B é?&ﬂ& B Credit commission and
fees 40,575 29,270
A B1E s R % Credit card related fees 29,683 26,064
HHE R %E Trade related fees 47 666 25,171
o B RS Stockbroking fees 38,509 14,894
LRI T YL HEA N Other fees and
commission income 107,209 59,061
W R e A 4 s Less: fees and
commission paid (18,114) (11,454)
245,528 143,006
AMIE B 51 Gains arising from dealing
in foreign currencies 58,664 34,948
FEEEHRHES M HMEE 2 Gains on securities and
i 7 other dealing activities 3,034 5,293
b R R R R S A Dividend income from
listed and unlisted
investments 7,567 2,140
HoAth Others 13,289 6,961
328,082 192,348




4. (b) BEXH
B 3E 30 AL S T 5 U W 54,645,000
(= F =AF i H26,516,0000C) ~ 1B
B AR 8 S i H521,00000 (&
TSR M) KT R Gk W
24,449,0007C ( ~ & T =4 ik HE
291,0007C)

5. WEFA 2B H % K A
Ji3& il 2 Z B A

(b) Operating expenses
Operating expenses included depreciation, employee
incentive plan expenses and amortisation of goodwill
amounting to HK$54,645,000 (2003: HK$26,516,000),
HK$521,000 (2003: Nil) and HK$24,449,000 (2003:
HK$291,000) respectively.

PROFITS ON DISPOSAL OF HELD-TO-MATURITY
AND NON-TRADING SECURITIES

BE_ZZNE HE_FT=F
AAZ+HE SA=ZTHIE
AMA AEA

Six months ended Six months ended
30th June, 2004  30th June, 2003

AT 2 B F R SR 2
WA 2B F B B A
4 TR R TR g 2 e

6. ﬁﬁ
GABERNZBIEE:

Profit on disposal of

held-to-maturity securities 117 1,324
Profit on transfer of
held-to-maturity securities - 20,913
Profit on disposal of
non-trading securities 2,843 8,314
2,960 30,551
TAXATION

Taxation in the consolidated profit and loss account
represents:

BEZENE HE_FET=F
AAZ+HHE SA=ZTHIE
AWA AMEA

Six months ended Six months ended
30th June, 2004  30th June, 2003

it M3 B

i SMBLIR
IEAEBLIH

HE A 07 2 R 2 BLOR

T s MBS 1 393 A0 MERRUBE i M) IR B T L
RANZ LT CEZ=4F a0t
L) FHH MR A 2 AR B
o7 488 B A B R BLAT B R G

Provision for Hong Kong profits tax 118,879 55,117
Overseas taxation 19,225 13,966
Deferred taxation (20,960) (1,272)
Share of associate’s tax 163 -

117,307 67,811

The provision for Hong Kong profits tax is based on an
estimate of the assessable profits for the period at 17.5%
(2003: 17.5%). Overseas taxation is provided at the
appropriate current rates of taxation ruling in the countries
in which the relevant units of the Group operate.

15
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46 TR b 9 B x.u‘

DT AERGRN _ZENFEH=THZ
5 B AR 2 B 3 A S R B R
H 51 i o

INTERIM DIVIDEND DECLARED

The following dividend was declared by the board of
directors after 30th June, 2004 and has not been provided
for in the interim financial report.

BREZZFNF BE_FT=F

AHZEFHIE  AA=FHIE
AHA A A

Six months ended Six months ended
30th June, 2004  30th June, 2003

1%293,910,500 (=% % =4 293,560,500) Hﬁ
At SRS O R AL A = A (2%
AR = AR

IR E A

HBREAR A TIREERE —FZINFSHA
=+ H kS A R ES 2 R iR
530,192,0007C ( — & & = 4 : i ¥
369,278,0007C) K Ji &% A [l E%’éﬁﬁﬂx%\ ’
T HE - ) #0293,883, 577/ (. EEH =4
293,505,016/ ) & 4 i 51 5 -

FE AR B A TR E RN H
= H RS A BOR RS 2 i A
530,192,0007C ( — & & = 4 : i ¥
369,278,0007C) M Ji &% A [l E%’éﬁﬁﬂx%\ ’
JNRE- 35 294,353,949/ ( —FF =4

293,565,601 ) & 8 M w15 3 3 0T A B AE
0 2 A Ry T B R

TR BRI TR PR R B R4S A
=+ HIEAMA Hﬁﬁﬁﬁzmwé%
530,192,0007C ( — & & = 4 : # ¥
369,278,0007C ) 2;5 EEI B A
24,449,0007C (—F% = #%291,0007C)
Jo i 5% 1 E%&ﬁﬂx{ﬁztn%ﬂ?iﬁﬁ
293,883,577/ (& % = 4F 1 293,505,016
) 28 P 5 R TR I R A By — T
BN EH KRB R R E R

Interim dividend declared of
HK$0.53 (2003: HK$0.37)
per share on 293,910,500
(2003: 293,560,500) shares

155,773 108,617

EARNINGS PER SHARE

The calculation of basic earnings per share is based on
profit attributable to the shareholders for the six months
ended 30th June, 2004 of HK$530,192,000 (2003:
HK$369,278,000) and on the weighted average number
of 293,883,577 (2003: 293,505,016) ordinary shares in issue
during the period.

The calculation of diluted earnings per share is based on
profit attributable to the shareholders for the six months
ended 30th June, 2004 of HK$530,192,000 (2003:
HK$369,278,000) and on the weighted average number
of 294,353,949 (2003: 293,565,601) ordinary shares in issue
during the period after adjustment of all dilutive potential
shares.

The calculation of cash earnings per share is based on
profit attributable to the shareholders for the six months
ended 30th June, 2004 of HK$530,192,000 (2003:
HK$369,278,000) adjusted for goodwill amortised of
HK$24,449,000 (2003: HK$291,000) and on the weighted
average number of 293,883,577 (2003: 293,505,016)
ordinary shares in issue during the period. This
supplementary information is considered a useful
additional indication of performance.



9.

10.

11.

B B Joi 90 ¥ 9. CASH AND SHORT-TERM FUNDS
“ZRNLE “FT=H
AHZ1H +ZA=+—H
30th June, 2004 31st December, 2003
Bl BAF HORAT IR 3 B At 4 Rl A5 Cash and balances with
banks and other financial
institutions 1,257,284 1,042,276
R iKeaTES Money at call and short notice 12,874,306 16,271,062
BUN % (H3E18) Treasury bills (Note 18) 819,433 1,089,467
14,951,023 18,402,805
BR324 T Treasury bills are analysed as follows:
“ZRNLE “FT=H
AHZ1H +ZA=+—H
30th June, 2004 31st December, 2003
FHEEERE (TS EE Held for trading purposes
(at market value) 49,849 -
A EFHH Held to maturity 769,584 1,089,467
819,433 1,089,467
AT BUR 7y b SRR B2 o a7 All treasury bills are issued by central government and
B R Bl 2 R central banks and are unlisted.
kil 10. CERTIFICATES OF DEPOSIT HELD
FRA 2 AF G R M R 2 H S b All the certificates of deposit held are held-to-maturity
[P and are unlisted.
% P Z B B A M R Al 11. ADVANCES TO CUSTOMERS AND OTHER

(@) %P 28Rk

ACCOUNTS LESS PROVISIONS

(a) Advances to customers and other accounts

“ERNE
AH=1H

ZEEREE
+=A=+—H

30th June, 2004 31st December, 2003

H P& (FE18)

SRATIR) 3 J H b 4 G 2 3K
(P % 18)

Fi ok S
— M
HE LB R H At IR

Advances to customers

(Note 18) 48,377,636
Advances to banks and

other financial

institutions (Note 18) 127,115
Specific provisions for

bad and doubtful debts (229,165)
General provisions for

bad and doubtful debts ~ (488,382)
Accrued interest and

other accounts 1,004,122

48,791,326

46,611,685

142,371
(276,682)
(465,940)

1,096,993

47,108,427
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(b)

A AT X%

BB HA YR 2 R s B ik
LI 2 B0 B R RS KR
Ik G I T A o 2 o R VA Al
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11. ADVANCES TO CUSTOMERS AND OTHER

ACCOUNTS LESS PROVISIONS (Continued)

(b) Non-performing loans
The advances net of suspended interest, on which
interest is being placed in suspense or on which
interest accrual has ceased, the amount of suspended
interest and specific provisions made after taking into
account the value of collateral in respect of such
advances are as follows:

“RENg s
AH=1H +ZHA=+—H
30th June, 2004 31st December, 2003

K RIEAT R Gross non-performing
advances to customers 1,120,362 1,387,664

& FEFEEL AN Gross non-performing

advances as a percentage

of total advances to
customers 2.32% 2.98%
JirFe K 4 Amount of collateral held 964,724 1,071,767
iR A Specific provisions 227,626 273,930
RS, Suspended interest 586,956 538,908

\—q? S S I el = I

FWEASH=Z1TH AEHETH
H%ﬁﬁﬂﬂﬁﬁﬂ’l‘%ﬁz K E
??ﬁ'] VAR T I R EHF
B2 EHe

12. FfEHE NG ESH

There were no advances to banks and other financial
institutions on which interest is being placed in
suspense or on which interest accrual has ceased on
30th June, 2004 and 31st December, 2003.

12. TRADING SECURITIES

e 2 LK i
AH=ZTH +-A=+—H
30th June, 2004 31st December, 2003
i & 5 Debt securities
= BT (P 5E18) —unlisted (Note 18) - 536,536
A R Equity securities listed in
Hong Kong 9,746 9,528
9,746 546,064
FERAEMNREFZHH TN Trading securities analysed by
counterparty are as follows:
EATH Issued by:
HOR R B b SR AT Central government and
central banks - 536,536
BRATIR] 5 B LA 3 M Banks and other financial
institutions 3,820 2,980
3% Corporate entities 5,926 6,548
9,746 546,064
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13. HELD-TO-MATURITY AND NON-TRADING

SECURITIES

“RENE
AA=1H
30th June, 2004

31st December, 2003

A EHME &% (HiE1s)

EREERID Pt T o
i)

— A LTl

— o Ll

JE b

W R T RS R 2 R A

FHReEEE RG2S (fiE18)
JEFEIEE E g 2 5

L (G EE)
N S i 1]

— A b

F b

FEERE MG Z R
A E i

(117 5 {8 ()
Ik b

FiAT 23 B R 2 G

Held-to-maturity securities

(Note 18):
Held-to-maturity debt securities
Listed
- in Hong Kong 89,162
- outside Hong Kong 806,227
895,389
Unlisted 17,131,417
18,026,806
Less: specific provision on
unlisted debt securities -
18,026,806
Non-trading securities (Note 18):
Non-trading debt securities
Listed (at market value)
-in Hong Kong 7,302
- outside Hong Kong 934,518
Unlisted 351,593
1,293,413
Non-trading equity securities
Listed in Hong Kong
(at market value) 166,429
Unlisted 97,015
263,444
1,556,857
19,583,663
Market value of listed held-to-
maturity debt securities 917,331

128,641
823,487

952,128
15,136,908

16,089,036
(22,500)

16,066,536

9,495
990,572
401,935

1,402,002

11,116
102,610

113,726
1,515,728

17,582,264

982,845
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A 220 H il R R RS 13. HELD-TO-MATURITY AND NON-TRADING
W% (4 SECURITIES (Continued)
ZERFNE ELE ﬂfﬂ$%$ﬁ£ 3‘3 FHER No amount of held-to-maturity securities were transferred
BN HA 2R A ER “FE=4 to non-trading securities during the first half of 2004.
BRI RS 2 DR RRAE HE R AR A During the first half of 2003, held-to-maturity securities
E P H R g H A R R B T with an amortised cost of HK$275,989,000 were
275,989,0007C « HR 9 € 51 E B HER 55 — 1 transferred to non-trading securities at a profit of
DU sE [ B SR fr e e B | RS F Bk HK$20,913,000 being recognised in the profit and loss
15 36 1] % %5 20,913,000 3 5% 14 48 4 w5 account at the date of transfer in accordance with SSAP
Fhe 24 “Accounting for Investment in Securities”.
P ZEM A SO R E R 25 Held-to-maturity and non-trading securities analysed by
VE BRI N counterparty are as follows:
ZRENE e & e
AH=TH +ZA=+—H
30th June, 2004 31st December, 2003
BATH - Issued by:
SRAT IR 3 M A 5 Pl A 1 Banks and other financial
institutions 13,534,930 12,001,476
3% Corporate entities 4,967,510 4,054,895
MBI Public sector 1,081,223 1,525,893
19,583,663 17,582,264
R £E H 2 BUF G5 BAF ka8 C il Held-to-maturity treasury bills and certificates of deposit
e I B AR IRTARM R UM R are disclosed separately in the balance sheet, note 9 and
NE note 10 to the accounts.
Lk o 14. GOODWILL
ZRENE “EEFEE
AH=1H t+ZA=+—H
30th June, 2004 31st December, 2003
JA Cost
—H—H&% At 1st January 972,156 5,816
WS S A 2 0 1 4 Addition through acquisition
of subsidiaries - 966,340
“EENEAAZTHR At 30th June, 2004 and
“EFFZET AT AR 31st December, 2003 972,156 972,156
2t Accumulated amortisation
—H—H&% At 1st January 17,023 4,362
WS (B aE22) Amortisation for the period
(Note 22) 24,449 12,661
“ERENEAA=Z1H K At 30th June, 2004 and
SEFEFT AT HER 31st December, 2003 41,472 17,023
REZFENERA=ZHH K Net book value as at
:gaz_&_ﬂ =+—H 30th June, 2004 and
i T (. 31st December, 2003 930,684 955,133



15.

16.

17.

% P e 15. DEPOSITS FROM CUSTOMERS
ZRENE ZEFEE
AH=1H +ZA=+—H
30th June, 2004 31st December, 2003
T ok B AR P Demand deposits and current
accounts 6,639,893 5,919,773
GRS Saving deposits 16,288,894 15,136,597
7 A 3K B A K Time, call and notice deposits 46,995,889 51,082,052
69,924,676 72,138,422
3o £1 4 16. OTHER LIABILITIES
ZEFNE EREEAF
AH=ZTH t+ZA=+—H
30th June, 2004 31st December, 2003
BRI IRA Short positions in Treasury bills - 499,320
FE LG5 e Ao O Amount payable for purchase
of debt securities 38,996 349,326
A BBLA Current taxation 162,464 70,442
T AERLIH Deferred taxation 33,455 49,024
HA e 5F 00 K e A A Other payable and interest
payable 971,128 1,063,513
1,206,043 2,031,625
fif fE ¥ A 17. LOAN CAPITAL

2 (B 7 2,534, 708,0007C (325,000,000
J0) (CEF AR 102,522,910,00000)
EEEAR EIHARITE -GN
J& 1475 /A 7] Wing Hang Financial Holding
(BVI) Limited » #* — &% = FN#1TFE
5.25% Ml 5 22 £ AR B AN B A% 1B 4R AR
SRAT MR KA T J ) O 3 5% 55 T B
Y52 5y pr bl 2 SRR AT 2 B A BRI 0 3%
SEBMRN_F—-=F1TH T HBH

Loan capital with face value of HK$2,534,708,000
(US$325,000,000) (2003:HK$2,522,910,000) represents
5.25% subordinated notes qualifying as tier 2 capital which
were issued during 2003 by Wing Hang Financial Holding
(BVI) Limited, a single purpose wholly owned finance
subsidiary of the Bank. The Bank unconditionally and
irrevocably guarantees all amounts payable under the
notes which are listed on the Singapore Exchange Trading
Limited. The notes will mature on 10th October, 2013.
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191 B 43 b 18. MATURITY PROFILE
ZERMERAZTH
30th June, 2004
ZWANLE —FENE
- FLF
=M lyear  Syears
BEEEs ST orless  orless HAME
Repayable 3months  butover butover  After it L
ondemand  orless 3 months Tyear  Syears Undated Total
B Assets
— B (W) ~ Treasury bills (Note 9) - 769584 49,849 - - - 819433
—EMGERRIT 2RI - Placements with banks and other
ft 5 B A O (— financial institutions maturing
ETZHARE) between 1 and 12 months - 397929 92,795 - - - 490724
G - Certificates of deposit held - - 29980 - - - 29980
~RFE R () ~ Advances to customers (Note 11a) 2,519,188 7,212,343 5954001 14,442,780 17,900,143 349,181 48,377,636
~ROFAEREMAEME - Advances to banks and other
W2 83 (311 financial institutions (Note 11a) - - 15889 111,226 - - 17115
~HARHMARERE - Held-to-maturity and non-trading
REMG EHE S debt securities (Note 13) - 1339186 481,741 11,714,898 5,784,394 - 19,320,219
(Hf7E13)
2,519,188 9,719,042 6,624,255 26,268,904 23,684,537 349,181 69,165,107
ffi Liabilities
—RITAEREMERE - Deposits and balances of banks
Wz and other financial institutions 248867 1,503,309 116,987 - - - 1,869,163
~RF 2B - Deposits from customers 22,941,586 44,050,454 2,332,871 599,765 - - 69,924,676
AL (IPAS € - Certificates of deposit issued - 788,093 2,442,130 1,588,185 - - 4,818,408
—fEEA - Loan capital - - - - 2,534,708 - 2,534,708
23190453 46,341,856 4,891,988 2,187,950 2,534,708 - 79,146,955




18. BB ()

18. MATURITY PROFILE (Continued)

“EEEEYASA-A
31st December, 2003
SWANE —FMUE
- ORLE
=M lyear  Syears
BB ®WUT  orless  orless LML
Repayable 3months  butover butover  After W] L
ondemand  orless 3 months Tyear  Syears Undated Total
& Assets
— BB (W) ~Treasury bills (Note 9) - 107987 9,630 - - 1,089,467
~TEMERBTRELE - Placements with banks and other
A SR (— financial institutions maturing
EH_BARAE between 1and 12 months - 1394909 148,072 - - - 1542981
~ Tk - Certificates of deposit held - - 100,000 29972 - - 12997
~FIEEEMBZBEHRE - Trading debts securities (Note 12) - - - 5353 - - 53653
% (1)
—FFEH (k1) ~ Advances to customers (Note 11a) 2,442,599 6416411 5921143 13,854,313 17,658,140 319,079 46,611,685
~RITHER M2 M® - Advances to banks and other
W 2B (5t 112) financial institutions (Note 11a) R - 31631 110,708 - - 3T
R EHMA R - Held-to-maturity and non-trading
RERGZEHES debt securities (Note 13) - 1580929 396,754 9,125,700 6,387,655 - 17,491,038
(H3E13)
2442631 10,472,086 6,607,230 23,657,009 24,045,795 319,079 67,544,050
A Liabilities
—RITAEREMERE - Deposits and balances of banks
Wk and other financial institutions 114983 244220 38814 9,384 - - 407,403
~ERZHH - Deposits from customers 22,023,464 46,678,890 2,616,965 819,050 53 - 72,138,422
-C#f2HakE ~ Certificates of deposit issued - 549,089 1773456 2,608,594 - - 4931139
—[EEEA - Loan capital - - - - 2522910 - 2522910
0138447 47472001 4429235 3437,008 2,522,963 - 79,999,874
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19. JBeA 19. SHARE CAPITAL
ZEBNAE CERE=AF
AH=1H +-H=+—H
30th June, 2004 31st December, 2003
AR Authorised:
450,000,000 (=22 = 4F : 450,000,000) [ 450,000,000 (2003: 450,000,000)
7 A A v T ordinary shares of HK$1 each 450,000 450,000
B BA Issued and fully paid:
—H—H & At 1st January 293,781 293,459
G B n I Shares issued under share
option scheme 130 322
293,910,500 (=% % = 4F-: 293,780,500) fi% 293,910,500 (2003: 293,780,500)
e 8 i PRV W 1 ordinary shares of HK$1 each 293,911 293,781
ﬁA FVUAE b AEAE S ARR R I hE ot 3 2% During the first half of 2004, options were exercised to

z Hx 153\2% 130,000/ > H & (H £ it H
3,298,000f5 o H v 6130,0000T E 4 B A
FOE > B O 53,168,000 7T FII 488 A A

subscribe for 130,000 ordinary shares in the Bank at a
consideration of HK$3,298,000 of which HK$130,000 was
credited to share capital and the balance of HK$3,168,000

BRI ~ERNEN ] =+ BRI was credited to the share premium account. At 30th June,
Z RIS R 2004, the outstanding options are:

“ERENE e

AN=TH +ZA=+—H

30th June, 2004 31st December, 2003

PR 1 et e H et B

17w I HE B Date of options granted Option price Number of shares ~ Number of shares

F=A+H 10th March, 2001 HK$23.60 230,000 260,000

F£=ZH+HH 15th March, 2002 HK$26.30 170,000 190,000

:ZZ?Q$~H 4 A 14th January, 2003 HK$25.80 80,000 160,000

SERE=AFZFINA 14th March, 2003 HK$26.50 130,000 130,000

“EENERA —+—H 21st May, 2004 HK$43.80 535,000 -

1,145,000 740,000

WA AR T B —RERES+
AN ATl

The options granted under the Scheme will be exercisable
between the first and the tenth anniversaries of the date
of grant.

*Eflﬂlﬁiiﬁ Heie T — TR B 3% During the first half of 2004, a new Employee Incentive

st # o —FFNENA =1 SEHH Plan was approved. At 30th June, 2004, the outstanding
A awards are:

“EENEAAZTH

30th June, 2004

A iqnz ¢E!

RTYREAH Date of awards granted Exercise Price Number of shares

“EENERA Z+—H 21st May, 2004 HK$1.00

24

495,000



19.

20.

JBeA (4)

R THEE A TEMELBY
21,186,0007C » 4 B M 4% 1 H AL FTE8 53
R RE U2 A AR

H 1

it H IR RN A
it 0 LB A
it H R 4
it B R LA AR
it B A8 4

e g o DU B AU IR R ]
WA 2 I 173 3% B> T AT A0 1) 8 20 £
e

19.

SHARE CAPITAL (Continued)

The fair value of the awards as at the date of grant was
HK$21,186,000. The awards can be vested between the
sixth to the tenth anniversaries after the date of grant
with the following percentage of award vesting.

BN Z AN

Percentage

Date of Award vesting
Sixth anniversary of the date of grant 5%
Seventh anniversary of the date of grant 10%
Eighth anniversary of the date of grant 15%
Ninth anniversary of the date of grant 20%
Tenth anniversary of the date of grant 50%

If the Board determines the cash option which is available
under the plan, no new shares will be issued on the date
of vesting.

i 20. RESERVES
“EEWEANZTH
30th June, 2004
/it RENE
BIEGE  EfR BE  BkER
ik Bank Investment  E ff i R BRER
WEE GARME —MRME  pemises property Investment  Capital Unappro-
Share  Capital ~ General revaluation revaluation revaluation redemption ~priated ait
premium  feserve  reserve  feserve  reserve  reserve  reserve  profifs Total
ZEEME— A& At lst Janvary, 2004 337330 215909 2,091,079 268917 4 17848 769 3,461,234 6,393,100
L Exchange adjustments - - 529 - 106 - - - 635
AR MR $18172  Shares issued under share
Hil option scheme 3,168 - - - - - - - 3168
HilE 53R a8 2 kA Share premium under
il new EIP 401 - - - - - - - 401
EAMRELHIEZELN  Loss on revaluation after
E# deferred tax charge - - - - - (31,609) - - (31,609)
HREMEENRMBE L Deferred tax credited to
RAEHE investment property
revaluation reserve - - - - 39 - - - 39
ERE Dividends paid - - - - - - - (317423) (317423)
7R 3 Profit for the period - - - - - - - 530,192 530,192
At 30th June, 2004 340,899 215909 2,091,608 268,917 159 (13761) 769 3,674,003 6,578,503

“EEMEAA=TH

=

25
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20.

26

f i (4) 20. RESERVES (Continued)
“RFEEFCA=EAR
31t December, 2003
R[frik fEwE
Efiff EERE &8 RAERE
g Bank Investment EMGGHE B BERRFE
WEE GARE —MEH  pemises property Investment  Capital Unappro-
Share  Capital ~ General revaluation revaluation revaluation redemption ~priated B
premium  reserve  reserve  reseve  reserve  reserve  teserve  profifs Total
ERZE-J RS At Ist Janvary, 2003
— R ~aspreviously reported 330677 215909 2,100,201 321,000 - (%) 769 3094321 6,002,842
~HERIEREZAE - prior year adjustment in
respect of deferred
taxation = = - (@9 = - - 29365 (18562)
-EH - as restated 30677 215909 2100201 273,073 - (35) 769 3,123,680 6,044,280
LR Exchange adjustments - - (112 - 53 - - - (1,069)
AR R B8 1728 Shares issued under share
i option scheme 6,653 - - - - - - - 6,653
REREL/ (B Transfer to/ (from) reserves - - (8,000) - - - - 8,000 -
CHREEHEZERE  Gain on revaluation after
fl deferred tax charge - - - - - 17883 - - 17883
TRIAEEREZE  Deferred tax charged to bank
B premises revaluation reserve - - - (4150) - - - - (415)
TREMEFEREZE  Deferred tax charged to
A investment property
revaluation reserve - - - - (39) - - - (39)
EkRE Dividends paid - - - - - - - (534328)  (534,328)
ERE Profit for the year - - - - - - - 863876 863876
“REZEFZAZE At31st December, 2003 337330 215909 209,079 268917 14 17848 769 3,461,234 6,393,100
ik
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21. OFF-BALANCE SHEET EXPOSURES

(a) Contingent liabilities and commitments
The following is a summary of the contractual
amounts of each significant class of contingent

liabilities and commitments:

“EE=g
+-A=+—H
31st December, 2003

HEFEER
oA 2 SR S

B A B 2 SR s

JE RS
T 1O A7 5

ik TR
ik T B H A4 AT Fr
W& FE AR BT E

LR Jy A JE AT A TR R KU 2 44
FEH:

(b)

“RENAE
AH=1+H
30th June, 2004
Direct credit substitutes 786,490
Transaction-related
contingencies 40,599
Trade-related
contingencies 1,623,825
Other commitments 8,899,467
Forward forward deposits
placed 553,193
11,903,574
Derivatives

699,117
56,645

1,644,315
9,282,716

979,948

12,662,741

Derivatives refer to financial contracts whose value
depends on the value of one or more underlying

assets or indices.

The following table is a summary of the notional
amounts of each significant type of derivatives:

—EENE
AA=1H
30th June, 2004

“EE=E
+-HA=+—H
31st December, 2003

HE 2 15 &)
A A - HE MR
a4 — B b R i
AN - "N
- HE R

i 4 4

GESE R

A A - HE Mg -2 BlA
A A - HE Mg -2 B
HA A — S g — 2 B A
WA A — b g — e B

GIESER b ¥

e 4

BEA M - HE
T - H
T A — S

&
®
®

S (8

A

et & %) AR

Exchange rate contracts
Forwards — trading
Forwards — hedging
Option purchased — trading
Option written — trading

Total exchange rate contracts

Interest rate contracts
Swaps - trading — receiving fixed rate
Swaps - trading — paying fixed rate
Swaps — hedging — receiving fixed rate
Swaps — hedging — paying fixed rate

Total interest rate contracts

Equity contracts
Option purchased — trading
Option written — trading
Option written — hedging

Total equity contracts

2,046,930
1,795,911
199,513

199,513

4,241,867

4,506,878
4,556,879
22,742,330

31,913,623

63,719,710

24,570
24,570

67,986,147

4,034,010
2,878,948
508,321
450,158

7,871,437
893,838
893,838

8,753,450
15,804,567

26,345,693

70,042
70,042

140,084

34,357,214
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(b)

28

TR ()
BEXHEELATEFEERS
o R B SRR A S G A 1 4
THE-.

G E R EEUSNZ BBREEZ
BB AR S AR R e AT
T e G BN R R 2 B 0 A PR

B,
-2 ?E’[S °

21. OFF-BALANCE SHEET EXPOSURES (Continued)
(b) Derivatives (Continued)

The trading transactions include positions arising from
the execution of trade orders from customers or
transactions taken to hedge these positions.

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

e =1L R
AH=ZTH +ZA=+—8
30th June, 2004 31st December, 2003
5 B m b 5 B b
miESH IS
A Credit risk A Credit risk
Replacement weighted Replacement weighted
cost amount cost amount
SRR SR Contingent liabilities and
commitments N/A 1,467,439 N/A 1,713,039
XA Exchange rate contracts 7,114 12,613 55,236 37,360
FIREH Interest rate contracts 366,618 145,194 193,612 64,667
feti i 4 Equity contracts - - - 2,101
373,732 1,625,246 248,848 1,817,167

AR
ATEENESHZTHE EE
SEF A= HABEYE K
B 2 w5 A T NI o 7 B T AR Y A
ZEARKPEWT

(c) Capital commitments

Capital commitments for acquisition of property, plant
and equipment outstanding at 30th June, 2004 and
31st December, 2003 not provided for in the accounts
are as follows:

ZERWAE CERE=AF
AH=1H +-H=+—H
30th June, 2004 31st December, 2003

A% HE B AT 4 4 2 B 3

BN AR BT A 4 2 B

Expenditure authorised

and contracted for 5,876 6,433

Expenditure authorised
but not contracted for - 294
5,876 6,727
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22.

RECONCILIATION OF OPERATING PROFIT TO NET

(W) /A B CASH (OUTFLOW)/INFLOW FROM OPERATING
ACTIVITIES
“EENE CEREAE
AA=ZT+H AH=1H
30th June, 2004  30th June, 2003
SRl Operating profit 653,012 422,278
e Depreciation 54,645 26,516
A S (M 5E19) Amortisation of goodwill (Note 14) 24,449 291
i B 5 51 8 2 JBOA i fE Share premium under new EIP 401 -
A 15 B Profits tax paid (32,302) (5,027)
JEA AR 25 =8 H 8L b 2 BURFE 2 (38 m) (Increase)/decrease in treasury
Ve % bills with original maturity of
three months or more (40,219) 79,696
JEACH BR 2 = M s DL b 2 8 AR TR AT Decrease in placements with banks
[F] 3 J% LAt 46 Pl BRG44SR D and other financial institutions
with original maturity of three
months or more 711,447 384,207
EUES S| Increase in trade bills (35,955) (152,916)
7 278 D Decrease in certificates of
deposit held 99,992 6,386
FAEEE RR&ESREY/ GEm) Decrease/(increase) in trading
securities 536,318 (142,365)
FF 2 B3 LM RE ) /8 (Increase)/decrease in advances to
customers and other accounts (1,684,134) 73,016
SRAT IF) 3 K H A 5 Bl K G 2 7 86 A Increase in deposits and balances
of banks and other financial
institutions 1,505,756 9,470
EF 25 (W) /i (Decrease)/increase in deposits
from customers (2,213,746) 2,248,424
BTG () /i (Decrease)/increase in certificates
of deposit issued (112,731) 387,995
oA R TE S () /1 (Decrease)/increase in other
accounts and provision (902,035) 716,633
KABEEH 2 FHE i) /RA Net cash (outflow)/inflow
from operating activities (1,435,102) 4,054,604
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23. MATERIAL RELATED PARTIES TRANSACTIONS
(a) During the first half of 2004, transactions with The

Bank of New York Company Inc. (“BNY”), a
substantial shareholder of the Bank, or its subsidiaries
were entered into by the Group in the ordinary course
of business and on normal commercial terms. The

ZEBRREAIIN income and expense for the period and on-balance
sheet and off-balance sheet outstandings at the period
end are:

() WA K (i) Income and expense

RE-ZENE HERE=
AA=ZTHIE AH=ETHIE
A A ANEA
Six months ended Six months ended
30th June, 2004 30th June, 2003
FEMA Interest income 314 258
FEH Interest expense 261 207

(i) —FEMNFEAHA=ZTHE-F
FZZHE+ A=+ -HEEA

(i) On-balance sheet outstanding at 30th June, 2004
and 31st December, 2003

RRG R
ZREEFNWE e
AH=Z+H +-A=+—H
30th June, 2004  31st December, 2003
HeERERES Cash and short-term

SRAT IR 3 S A 4 B 2 77 K

(i) —FEMFEANH=THEZZE
ZEHEF A= HEEA

funds 25,911 33,717
Deposits and balances

of banks and other

financial institutions 943,746 17,809

(iii) Off-balance sheet outstanding at 30th June, 2004
and 31st December, 2003

i 3R LU 4 B

ZEFNE “EREER
AH=TH +ZA=+—H
30th June, 2004  31st December, 2003

e 2 4 ) Exchange rate contracts
CEEX Contract amount 545,817 464,787
HE A Replacement Cost 147 -

7 B L B I % Credit Risk weighted
amount 1,121 930

30
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(b)

(v) H—JLILILEAH Z+LEH K
CEETAEIA T ILE S ARRAT
B 5% [0 4 4 4R AT 4R % W IE
BRHE > R IR LR R AR
TRt — A BB R b %
IR 5 — HIR B R
AT EENETH ZHE& L

TRENAE AR A RITE A
LUK A 4 5 15 206,0000C (—
T ZAF i H35,00000) HR %
B o A RAT IR AU 258
AR

=R EAH=TH AR
AH ST I 2 BE A w ok F
BRARAH (R B A PR A (TR BRI B )
SLERRL AL R B AT R A ) ([ B2 it ff
B | ) 2 4 B I A ) i 2 AR B A S
(FH) ARAR (TWBERE]) 2%
— TR A 4 o AR O TR L A B
OB B TR BRI B PR B
B 2 B P TAE « SR AR AR B Jy K B AR
B 2 B (G52 7 B 84T A
ARt o B =E— =
TH-BEHFRAESERGNEE —F
FENEF A=+ —H&IE-H8)
T8 7S AR A A AR AR A AR A o L TR
T2 Ry e I T i R B
R o W R R E PN
H =4 H B A KSR B AT B
FARBR i 52,658,0000C (BT =4F:
5 151,865,00000) R F < I IE &
T4 i 22 O B 222 1) 788 A o

23. MATERIAL RELATED PARTIES TRANSACTIONS
(Continued)

(iv) On 27th August, 1999 and 19th September, 2002,
the Bank entered into two Delegation Agreement
with BNY pursuant to which the Bank agreed to
provide various back-up support services to BNY
in connection with a securitisation transaction
undertaken by BNY. The first Delegation
Agreement was terminated on 20th February,
2004.

In the first half of 2004, the Bank received from
BNY a total service fee of HK$206,000 (2003:
HK$35,000) and will continue to receive further
service fees on an annual basis during the term
of the second Delegation Agreement.

(b) On 30th June, 1995, Wing Hang Zurich Insurance

Company Limited (“WHZ Insurance”), a 65 percent
owned subsidiary of the Bank, entered into a
Management Agreement with Swiss Insurance
Management (Hong Kong) Limited (“Swiss
Insurance”), a wholly own subsidiary of Zurich
Insurance Limited (“Zurich Insurance”) pursuant to
which Swiss Insurance has been appointed as
manager of WHZ Insurance in connection with the
conduct by WHZ Insurance of its insurance business.
Zurich Insurance is a substantial shareholder of WHZ
Insurance holding 35 percent of WHZ Insurance’s
issued share capital. On 30th January, 2003, the
Management Agreement was extended for two years
and will end on 31st December, 2004 but can be
terminated by either party on six months’notice. The
revised management fee will be based on a fixed fee
plus a certain percentage of gross written premiums
received. For the six months ended 30th June, 2004,
WHZ Insurance paid to Swiss Insurance an amount
of HK$2,658,000 (2003: HK$1,865,000), being the
contractual management fees based on gross
premium.
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(LB F TS X Btk 4N (Expressed in thousands of Hong Kong dollars unless otherwise stated in the text)

(@) BAGEERRDE SR (a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS

(i) BEAERWE (i) Capital adequacy ratio
“ERENE —BE=F
AH=1H TZRA=+—H
30th June, 2004 31st December, 2003
BZLER Core capital
B IR B AR R AR Paid up ordinary share capital ~ 293,911 293,781
B4 B R Share premium 340,899 337,330
3 Reserves 5,406,429 4,966,124
At Others 341,745 453,053
RNk Less: Goodwill (930,102) (954,260)
5,452,882 5,096,028
At ENRMER Eligible supplementary capital
TR R EEERNFERE Reserves on revaluation of
land and interests in land 188,242 188,231
EMERIEEERBRES ZAER Unrealised (losses)/gains on
(B#8) /& H revaluation of non-trading
securities (15,107) 11,168
—RREERS General provisions for
doubtful debts 490,579 467,920
AHREERAHEEE Eligible value of term
subordinated debt
instruments 2,534,708 2,522,910
3,198,422 3,190,229
R BT ) B AN A A R Total capital base before
deductions 8,651,304 8,286,257
BARERRENMRER Deductions from total capital
base (531,573) (480,208)
HRE I ERNER AR Total capital base after
deductions 8,119,731 7,806,049
AEHBRRARRZEART R LR Unadjusted and adjusted
capital adequacy ratio 15.8% 15.7%



() WARRREHEILE (&)

(i)

(ii)

HARRILR (B)
AERABZERRR LR R/ART
R BB P B 2 RIAR R B 8 R AT R
MER=ZRBEECREERREEM
BREAEEAR -HEREATR
RURZFE RREBACRER
RELZEEBRFMAGEFM
SRBERTRERIMER A
EEHANTSER FARENGES
EEEREHEZEAT LR
Ao

VR R

(a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS
(Continued)

@)

(ii)

Capital adequacy ratio (Continued)

The unadjusted capital adequacy ratio is computed
on a consolidated basis covering the Bank and certain
of its financial subsidiaries as specified by the HKMA
for its regulatory supervision purposes, and is in
accordance with the Third Schedule to the Hong Kong
Banking Ordinance. The adjusted capital adequacy
ratio incorporating market risk is computed on the
same consolidated basis, and is in accordance with
the module on “Maintenance of Adequate Capital
against Market Risks” under Supervisory Policy
Manual issued by the HKMA.

Average liquidity ratio
L —33=
AN=TH NA=1H
30th June, 2004 30th June, 2003

BEEAAATHRDESILE

HAFORBDESHXDREEE
BITHROIM RO B X REAR
EEREERBEBEMEEIND
T EEMERRMBRARIME-

Average liquidity ratio
for the first six
months ended

47.2% 49.2%

The average liquidity ratio for the period includes
the liquidity positions of all overseas branches, Hong
Kong offices and financial subsidiaries in its
calculation, which is the basis of computation agreed
with the HKMA, and has been computed in
accordance with the Fourth Schedule to the Hong
Kong Banking Ordinance.
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(b) gﬁﬁ%ﬁ GE g
EPEX
"*E)SUE/J@Y SYEROR L

TRBAIREAFENZ AR

(b) ADVANCES TO CUSTOMERS - BY INDUSTRY

SECTORS

The information concerning advances to customers by
industry sectors has been classified according to the usage
of the loan and is stated gross of any provisions.

e £ JIES “TT=F
AAZFH  +ZA=t-8B £®&
30th June, 2004 31st December, 2003 Change
TR 2 Sk Loans for use in Hong Kong %
T BEREH Industrial, commercial and financial
-MEER - Property development 760,622 746,889 1.8
-DERE - Property investment 8,514,090 8,301,127 26
- HBkE - Financial concerns 556,864 432,237 28.8
Hﬁ%&% ~ Stockbrokers 320,082 299,192 70
—BEET - Wholesale and retail trade 1,356,439 1,552,450  -12.6
—RER - Manufacturing 1,515,723 1477609 26
- EBHREGRE - Transport and transport equipment 2,723,805 2,529,990 7.7
-BREEBE &R - Share financing 153,644 128297 198
—Eft - Others 3,121,693 3279434  -48
EA Individuals
-REIEERAE] [MARB2EE — Loans for the purchase of flats in
Bitg | R [HEEERE:NE | BF2 the Home Ownership Scheme,
B Private Sector Participation
Scheme and Tenants Purchase
Scheme 1,822,789 1,925,650 5.3
-BEAMEENEZER — Loans for the purchase of other
residential properties 13,512,913 12,486,065 8.2
~EREER ~ Credit card advances 325,574 326,186 -0
-Hip - Others 3,196,714 3,168,104 0.9
UL} Trade finance 2,722,342 2,710,956 04
TE7 ¥ DA 2 S Loans for use outside Hong Kong
— 2P - Macau 3,966,915 3,728,726 6.4
—HEft - Others 3,807,427 3518773 82
48,377,636 46,611,685 3.8

34



(o) %P8k A BAT RSk Bl M sk

By W
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(c) ADVANCES TO CUSTOMERS, NON-PERFORMING

LOANS AND OVERDUE ADVANCES - BY
GEOGRAPHICAL AREA

The geographical information has been classified by the
location of the counterparties after taking into account
any risk transfer. In general, such transfer of risk takes
place if the claims are guaranteed by a party in a country
which is different from that of the counterparty or if the
claims are on an overseas branch of a bank whose head
office is located in another country.

“EENEANAZTH

30th June, 2004
BEI = {8 A
NEZER
REER TEITER Advances
Total Non- overdue
advances to performing for over
customers loans three months
BB Hong Kong 42,750,231 898,923 661,353
B Macau 4,146,753 211,612 92,804
hEE AR People’s Republic of China 890,479 7,807 7,807
Hth Others 590,173 2,020 2,020
48,377,636 1,120,362 763,984
—EE-F+-_A=+—H
31st December, 2003
BE=1E A
NEZER
RFEER TRITER Advances
Total Non- overdue
advances to performing for over
customers loans three months
B8 Hong Kong 40,947,433 1,157,473 789,291
B Macau 3,876,335 219,446 209,792
RE AR People’s Republic of China 843,922 8,737 8,113
Hit Others 943,995 2,008 2,008
46,611,685 1,387,664 1,009,204
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(d) 0 B o 08 K 81 2 ¥
(i) IR s ik ) K

(d) OVERDUE AND RESCHEDULED ASSETS
(i) Overdue and rescheduled advances

ZERN4Y —TE=F
AA=1H +-A=+—H
30th June, 2004 31st December, 2003
HERBSE HERES
ZBADH 2B
T % of total k| % of total
Amount advances Amount advances
EBHCEFER Gross advances to customers
which have been overdue for
“HARLEEAREA 6 months or less but
over 3 months 181,301 0.37 158,787 0.34
NERR EE—F 1 year or less but over
6 months 117,584 0.24 215,456 0.46
—F L F Over 1 year 465,099 0.96 634,961 1.36
763,984 1.57 1,009,204 2.16
FsEfmes Amount of collateral held 748,474 841,574
EERRETHE Secured balance 598,015 768,264
BERERETEE Unsecured balance 165,969 240,940
BFRER Specific provisions 153,930 220,991
EERRBEPER Rescheduled advances 229,973 0.48 163,087 0.35

A\—ET=F+-A=+
—BRZZFTMFESA=
+H AEEETFIETHE
EREMSREE KA
Y EBH=EA A R
EFERYZER

(if) oAb 391 %%

There were no advances overdue for over 3 months and rescheduled
advances to banks and other financial institutions on 30th June, 2004 and
31st December, 2003.

(ii) Other overdue assets

ZRENAg ZTT=F
AH=1H +=-A=+—-H
30th June, 2004 31st December, 2003
BEBEH EBER
Debt EUEL Debt 555
securities Trade bills securities Trade bills
ERE s EMEE Other assets which have been
overdue for
=EANEEREA 6 months or less but
over 3 months - - - 117
NEANEE-F 1 year or less but over
6 months - - 30,038 -
—FNE Over 1 year - 2,093 - 3,089
- 2,093 30,038 3,206
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(f)

(e) THE RECONCILIATION BETWEEN OVERDUE AND

ZHIRE RESCHEDULED LOANS AND NON-PERFORMING
LOANS
ZERNAE —ET=F
AH=Z1H +-A=+—~H
30th June, 2004 31st December, 2003
[ iﬂ HZ@ANLEZBFERK Gross advances to customers
TEZRBER: and rescheduled loans
which have been overdue
for over three months:
EBH=EANLEZRFER Gross advances to

customers which
have been overdue

for over three months 763,984 1,009,204
ETEFHPZER Rescheduled advances 229,973 163,087
993,957 1,172,291
HoBH=EA N EEDRF Less: Loans overdue over
BZER 3 months and on which
interest is still
being accrued (59,865) (59,745)
mBBP=EAKUATEERNE Add: Loans overdue for
EBRAERELIEEIR 3 months or less and
FHEZER on which interest is
being placed in suspense
or on which interest
accrual has ceased 186,270 275,118
TERTERAES Total non-performing loans 1,120,362 1,387,664
W Il % i (f) REPOSSESSED ASSETS
ZERWAE —ZTT=F
AH=1H +-A=+—H
30th June, 2004 31st December, 2003
RPERNBREZNEEE Repossessed assets included

(g) ¥5HifihE

SHERER YRR U T HMAEN I

EEREBBRERAZ —RME & M
NTATEBRRR: AREFNERESL

X FEFREMNBRN — TR &
ZIEENBITHREXRITHNEIDIT

MZRITRIRFRL IFRN L HE T
PrAEHD

(8)

in advances to customers 219,163 262,881
CROSS-BORDER CLAIMS

The information concerning cross-border claims has been
classified by the location of the counterparties after taking
into account any risk transfer. In general, such transfer of
risk takes place if the claims are guaranteed by a party in
a country which is different from that of the counterparty
or if the claims are on an overseas branch of a bank
whose head office is located in another country.
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(g) BEHifiHE (2)

(g) CROSS-BORDER CLAIMS (Continued)

ZEENEANZTH

30th June, 2004
FITRER
Hi e ikt
Banks and NEERE
other financial Public sector HAth 1B
institutions entities Others Total
e Macau 350,186 - 4,163,888 4,514,074
FEAREA People’s Republic of China 1,165,419 46,558 925,234 2,137,211
Hth K& Other Asia Pacific 4,990,468 - 758,735 5,749,203
% United States 1,184,167 410,163 1,995,646 3,589,976
E g ERIEEERR Other North and South American
countries 1,409,409 - 430,478 1,839,887
IR R IEM Middle East and Africa 2,333 - 762 3,095
= Germany 5,837,509 - 9,757 5,847,266
i United Kingdom 3,918,275 - 163,943 4,082,218
HABUNBER Other Buropean countries 8,058,399 - 692,409 8,750,808
26,916,165 456,721 9,140,852 36,513,738
“TE=F+-A=+—H
31st December, 2003
RITRER
Hit @ RiE
Banks and NEEE
other financial Public sector Hih B
institutions entities Others Total
A Macau 560,836 - 3,893,773 4,454,609
hEARAM People’s Republic of China 1,022,099 9,190 802,154 1,833,443
HtE AR Other Asia Pacific 5,315,186 493,348 867,680 6,676,214
% United States 1,068,438 416,131 1,989,982 3,474,551
HEi xR EBR Other North and South American
countries 2,386,259 - 362,542 2,748,801
SRV ET Middle East and Africa 3,135 - 1,466 4,601
& Germany 6,075,226 - 4,182 6,079,408
i United Kingdom 3,441,208 - 84,989 3,526,197
HBME R Other European countries 9,859,051 - 528,209 10,387,260
29,731,438 918,669 8,534,977 39,185,084




(h) 2 L B

{ERISNE B F R AR F B R RER

FIRASNEFRBEIEBIIR RAREN

Ba

ZTSA L BEELRKE-

(h) CURRENCY RISKS

The net positions or net structural positions in foreign
currencies are disclosed when each currency constitutes
10% or more of the respective total net position or total
net structural position in all foreign currencies.

e 2 L' ZTE=F
ALESN +-R=+-8
30th June, 2004 31st December, 2003
XL R ETT R
BERBEET In millions of HK$ equivalent US$ Total US$ Total
REEE Spot assets 23,443 38,089 27,037 41,121
BREEE Spot liabilities (25,830) (40,519) (29,345) (42,785)
EHEA Forward purchases 4,260 5,110 5,757 6,694
RHE N Forward sales (1,920) (2,683) (3,214) (4,701)
(8) /RBFHE Net (short)/long positions (47) (3) 235 329
ZEENEAAZTH —EE=F+-A=1+-H
30th June, 2004 31st December, 2003
il Al
BERBEAT In millions of HK$ Macau e k] Macau e 5
equivalent Patacas US$ Total Patacas US$ Total
HEEAREE Net structural positions 203 174 377 515 79 611
(i) B B (i) MANAGEMENT OF RISKS

AEEEHEHR IR BUERRE
HEERR RBES BERARTHERE:
THESERTREREGREEAEE
BERZEeT R AERAENEEH
Btz NERZ SRR M2 F s Adit-

(i)

i £ ol g 4 2L

EERBRRRZHF REBITH
AR AREARENER E5E
B WE NETAREMES -ES
SEREHARITERERITHAER
TERNREZBREUNTEER

2 eI o

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 Credit
Committee and the Asset and Liability Management
Committee ("ALMCO”) as delegated by the Board of
Directors. The internal auditors also perform regular audits
to ensure compliance with the policies and procedures.

(i) 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
Board of Directors has delegated the Group’s credit
risk management to the Credit Committee, which is
chaired by the Bank’s Chairman and Chief Executive.
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(i)
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W B AT BEL (48)

(i)

R RL ()
ERRERRBINEMER &
EEHERNERRETRERE
EHE RN E R -AE BN EE
BREBE T T EENEREER
RERERNERF BERDBRR LR
RBRBER - WARE (BB RITE )
FEBEREERE LML Kb
EHRBEERBRBOHR-

W} D0 TiF SIF

7

EFERPAXZHTHEERR
B BARREEP AR ZHFHEA
mAKEERR AMmbFINHRE
NARBERENS RAEENER
ERAZR-EERTEERNEEN
EEEHIGUNEE JIREEAE
REEEAREMLRER

AERNGEERRERESIZHNAK
SENERTM UEHKEZES
TR R ERFRARES
FERRERE RERE FEEE
RIE SR BRL EEEKRNLE
BHR -

AEEERERPESHBTZE
E BERANAERRASEZE
HEEDEDARER R TRLER
NREENRBDER KA LK
HPRE SER _TTMF LY
FEYORPEGHERAD 2D
TEH D BEAENAENZ-TH
IR K-

EERAATHENRPERLLE
REAEIHER BURHAEEM
BEBZRBERREZBET KR
BEEBERASEREREE
ERPEE WREREHESRE
H UENEMESTRKESGEK

AEEEFTERNEREE BERM
KRUNRDES UEMNBABER
FAREBHNAEBESHR

(@)

MANAGEMENT OF RISKS (Continued)

(@)

(ii)

Credit risk management (Continued)

The credit risk management function is independent
of the business units. It oversees the implementation
of credit policies and ensures the quality of credit
evaluation and approval. Credit approval is conducted
in accordance with the Group’s credit policy, which
defines the credit extension criteria, the credit
approval and monitoring processes, the loan
classification system and provisioning policy. The
credit policy also takes into account the requirements
of the Hong Kong Banking Ordinance and guidelines
issued by the HKMA with respect to large exposures
and provisioning requirements.

In evaluating the credit risk of the customers or
counterparties, their financial strength and repayment
ability are always the Group’s primary considerations,
though credit risk may be mitigated by obtaining
collateral from the customers or counterparties.
Concentration risks are monitored by adopting proper
risk control such as setting limits on large exposures
in relation to the Group’s capital base.

Comprehensive guidelines to manage credit risk have
been laid down in the Group’s Loaning Manual,
which is regularly reviewed and approved by the
Credit Committee. The Loaning Manual covers the
delegated lending authorities, credit extension criteria,
credit monitoring process, loan classification system,
credit recovery and provisioning policy.

Liquidity management

The Group manages the liquidity structure of its
assets, liabilities and commitments so as to ensure
that all Group operations can meet their funding
needs and that the statutory liquidity ratio is complied
with. As disclosed in note (a) above, the Group’s
average liquidity ratio of 47.2% for the first half of
2004 is well above the statutory minimum ratio of
25%.

The Board of Directors reviews the current and
prospective funding requirements for all operations
through regular review of the liquidity ratio and the
maturity mismatch profile. The liquidity risk is
managed by holding sufficient liquid assets (e.g. cash
and short term funds and securities) of appropriate
quality to ensure that short term funding
requirements are covered within prudent limits.

Adequate standby facilities are maintained to provide
strategic liquidity to meet unexpected and material
cash outflow in the ordinary course of business.
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AEENHREERFERNEN
RxBRENEBRRE YaERE
ERBART R RE KM ()F
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RAEBR-MBRRIEXEMEE
BEEREE BURETELEE
BEBORTEER TR IE AR XL
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i 55 A

MisERRME EREBRER AR
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BECRMTAZREHASEEE
AEEEZBERE -ZREEHY
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BERR YRl BERREEEE
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(i) MANAGEMENT OF RISKS (Continued)
(iii) Capital management

(iv)

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 (a) above, the Group’s
unadjusted and adjusted capital adequacy ratio of
15.8% as at 30th June, 2004 is well above the statutory
minimum ratio of 8%.

Capital is allocated to the various activities of the
Bank depending on the risk taken by each business
division. Where the subsidiaries are directly regulated
by other regulators, they are required to maintain
minimum capital according to these regulators’ rules.
Certain financial subsidiaries, as specified by the
HKMA, are subject to the HKMA’s capital
requirements for its regulatory supervision purposes.

Market risk management

Market risk is the risk that changes in interest rates,
foreign exchange rates or equity and commodity
prices will affect the prices of financial instruments
taken or held by the Group. Financial instruments
include foreign exchange contracts, interest rate
contracts, equity and fixed income securities.

The limits for financial instruments are approved by
ALMCO which is made up of executive directors,
the treasurers and senior managers of the Group.
ALMCO is responsible for approving the policies
relating to asset and liability management and to
review, monitor and control the operating ratios and
trading limits to ensure compliance.

Exposures are measured and monitored on the basis
of principal (or notional) amount, outstanding
position and stop-loss limit, and are controlled and
reviewed by ALMCO.

The Group adopts a prudent approach to managing
its trading portfolios, and reduces any excessive
market risk by executing offsetting transactions or
hedging contracts with other market counterparties.
The Group therefore considers that any market risk
arising from its trading book is not material.
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I % Name

INTERIM DIVIDEND

The Directors are pleased to declare an interim dividend of
HK$0.53 per share, to be paid on Monday, 20th September,
2004 to shareholders whose names are on the Register of
Members on 9th September, 2004.

CLOSING OF REGISTER OF MEMBERS

The Register of Members of the Bank will be closed from
Monday, 6th September, 2004 to Thursday, 9th September,
2004 both days inclusive, during which period no transfer of
shares can be registered. In order to qualify for the above
dividend, all transfers accompanied by the relevant share
certificates must be lodged with the Bank’s Registrars,
Computershare Hong Kong Investor Services Limited, Shops
1712-1716, 17/F, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong, for registration not later than 4:00 p.m.
on Friday, 3rd September, 2004.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30th June, 2004, save as mentioned under the section
headed “Directors’ and Chief Executive’s Interests”, the
Substantial Shareholders of the Bank according to the Register
of Substantial Shareholders’ Interests and Short Positions are
as follows:

B 1% 8 Number of shares

Aberdeen Asset Management Asia Limited

BNY International Financing Corporation

(S [ AT A 17 52 [ 4 5 g 2 o

20,258,500
59,350,000

A wholly owned subsidiary of The Bank of New York Company, Inc.)

Po Ding Company Limited (f& &£ FR 2 )
Tessel Inc.
YKF Trustee Holding Inc.

(1) REBIBH A FREAT W SRS VB SRR S ]
BHRRABHMALBEERZZ RN

MRAE— TR — NS AA 2+ 2 HR 2
W 1 # > BNY International Financing
Corporation ~ #EEXR G4~ ISR A4 R EA
BR /A 7]~ YKF Trustee Holding Inc. &% %% # & 3
A BRZ R AR B ABRAT T 3T R O B 3 B )
Z = AL P A AR RS T MR
W1 55 XVER 23 > LL B 4% B4 A B8 2 R
110,216,438 A< AT FBe £ o 48 41 i o

gt 2 TR i 4 0 R R o AR A SRAT I IR B
T 31 A6 191 565 3360 i ¢ 2 = 22 JBE R HE i I IR
AR B TSN =4 H R
AL oke
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(1) 24,156,000
(1) 10,639,200
(1) 24,098,400

(1)  All shares are held through the corporations in which Messrs Patrick' Y
B Fung, Michael Y S Fung and Louis C W Ho’s spouse together with
the other parties are eligible beneficiaries.

Pursuant to a shareholders” agreement dated 22nd August,
1996, BNY International Financing Corporation, Messrs Patrick
Y B Fung and Michael Y S Fung, Po Ding Company Limited,
YKF Trustee Holding Inc. and Majestic Investment Company
Limited agree to retain joint control over an aggregate of 37.5%
of the share capital of the Bank. According to Part XV of the
Securities and Futures Ordinance (“SFO”), the parties are,
therefore, each deemed to be interested in 110,216,438 shares
of the Bank.

All the interests stated above represent long positions. As at
30th June, 2004, no short positions were recorded in the
Register of Substantial Shareholders’” Interests and Short
Positions required to be kept under section 336 of the SFO.
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DIRECTORS” AND CHIEF EXECUTIVE’S INTERESTS

As at 30th June, 2004, the Directors” and Chief Executive’s
Interests in the share capital of the Bank according to the
Register of Directors’and Chief Executive’s Interests and Short
Positions are as follows:

Jilr ¥ B # Number of shares

(PN K iR JRHE BH HoAty it
4 Name Personal Family Option Award Other Total
15 E K Patrick Y B Fung 2,982,000 - 180,000 200,000 - (1,2&4) 3,362,000
T # Frank | Wang - - 140,000 125,000 - (1&2) 265,000
IR Michael Y S Fung 3,000,000 60,000 140,000 100,000 2,500 (1, 2&4) 3,302,500
o] 5 Louis CW Ho 124,000 60,000 140,000 10,000 - (1&2) 334,000
ZHE Simon KY Lee - - - - 760,000 (3) 760,000
Bl Ambrose H C Lau 71,500 - - - - 71,500
B 5 - Notes:

(1) FBHRGRRBE NN =ZFAANH R ZER=F
POH Z 70 H A R RS B T AT
N E R > 53 3 KA N B AR RO

(1) The Board approved the granting of certain share options to Directors
and Executives of the Bank, pursuant to the Share Option Scheme
adopted on 9th June, 1993 and 24th April, 2003, and the following
Directors have accepted the following options:

BTRBHE 71
et B H Exercise Period R
No. of shares in BT HH i ES Option price
4 Name options Date granted From To HK$
5$®  PatrickY B Fung 50,000 10/03/2001 10/03/2002 10/03/2011 $23.60
40,000 15/03/2002 15/03/2003 15/03/2012 $26.30
40,000 14/03/2003 14/03/2004 14/03/2013 $26.50
50,000 21/05/2004 21/05/2005 21/05/2014 $43.80
EP & Frank ] Wang 40,000 10/03/2001 10/03/2002 10/03/2011 $23.60
30,000 15/03/2002 15/03/2003 15/03/2012 $26.30
30,000 14/03/2003 14/03/2004 14/03/2013 $26.50
40,000 21/05/2004 21/05/2005 21/05/2014 $43.80
G Michael Y S Fung 40,000 10/03/2001 10/03/2002 10/03/2011 $23.60
30,000 15/03/2002 15/03/2003 15/03/2012 $26.30
30,000 14/03/2003 14/03/2004 14/03/2013 $26.50
40,000 21/05/2004 21/05/2005 21/05/2014 $43.80
& Louis CW Ho 40,000 10/03/2001 10/03/2002 10/03/2011 $23.60
30,000 15/03/2002 15/03/2003 15/03/2012 $26.30
30,000 14/03/2003 14/03/2004 14/03/2013 $26.50
40,000 21/05/2004 21/05/2005 21/05/2014 $43.80

@) ﬁ%@%yﬂﬁﬁé*? FIOAEM A T HAE 2
BEEEE R THEERATEARSE TI# R

(2)  The Board approved the granting of certain share awards to Directors
and Executives of the Bank, pursuant to the Employee Incentive Plan

ﬁZPﬂ:ﬁ' HE: adopted on 22nd April, 2004, and the following Directors have accepted
the following share awards:
RTEEZ A R

Bt Vesting Period LYY IN

No. of shares in BT HM i ES) Awards price

4 Name awards Date granted From To HK$
5$®  PatrickY B Fung 200,000 21/05/2004 21/05/2010 21/05/2014 $1.00
FRIE Frank ] Wang 125,000 21/05/2004 21/05/2010 21/05/2014 $1.00
iy Michael Y S Fung 100,000 21/05/2004 21/05/2010 21/05/2014 $1.00
& Louis CW Ho 10,000 21/05/2004 21/05/2010 21/05/2014 $1.00
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
(Continued)

(8)  Such shares were held through a family trust in which Mr Simon K'Y
Lee’s spouse is an eligible beneficiary.

(4)  All shares and options held by Messrs PatrickY B Fung and MichaelY S
Fung are parcel of the 110,216,438 shares of the Bank under the
shareholders’ agreement as mentioned in the section headed”Substantial
Shareholders’ Interests”.

Save as disclosed, none of the Directors, the Chief Executive
and their associates had any other beneficial interests in the
securities of the Bank or any of its associated corporations
(within the meaning of Part XV of SFO) at 30th June, 2004.

All the interests stated above represent long positions. As at
30th June, 2004, no short positions were recorded in the
Register of Directors’and Chief Executive’s Interests and Short
Positions required to be kept under section 352 of the SFO.

SHARE OPTION SCHEME

Pursuant to the approved Share Option Scheme, the directors
are authorised, at their discretion, to invite certain executives,
to take up options to purchase ordinary shares in the Bank as
incentive to them. The maximum number of shares in respect
of which options may be granted under the Share Option
Scheme may not exceed 5% of the issued share capital of the
Bank as at the date of approval of the scheme. Prior to 1st
September, 2001, the option price was 80% of the average last
dealt price on The Stock Exchange of Hong Kong Limited
(“SEHK”) on the five business days immediately preceding
the date of offer of such options. After 1st September, 2001,
the option price should be at least the higher of:

(i) the closing price of the shares on the SEHK on the date
of the grant, which must be a trading day, and

(ii) the average closing price of the shares on the SEHK for
the five business days immediately preceding the date of
grant.

The options must be held for at least one year and can be
exercised between the first and the tenth anniversaries of the
date of grant. The amount payable on acceptance of the share
option was HK$1. The share option scheme was terminated
on 24th April, 2003 and replaced by a new share option scheme
for a period of 10 years with amendments which complied
with Chapter 17 of the Listing Rules.



o e HE ST (48

MR )RR RE ST 8 ] P 3 A TR e B e %
AR A SRAT A v R R B AT I
A2 TR ZERNEANA =B RIER
1 SR B RE ST 8 v P 884 7 2 24 A £ 14,143,000/8%
o A SRAT C B AT A 4 2 U B

R EBENENSH=ZTH AT 2 EF MR
BHEAARITRMEREZ ERZIT (CFF
PUAE7S H =+ B A B (f 5 %46.3070) ©

Befy ¥ H

SHARE OPTION SCHEME (Continued)

The maximum number of shares in respect of which options
may be granted under the new Share Option Scheme may not
exceed 5% of the issued share capital of the Bank as at the
date of approval of the scheme. At 30th June, 2004, total
number of ordinary shares available for issue under the new
Share Option Scheme is 14,143,000 or 4.8% of the issued
share capital of the Bank.

At 30th June, 2004, the directors and employees of the Bank
had the following interest in option to purchase for the shares
of the Bank (market value per share at 30th June, 2004 is
HK$46.30).

ey 1

RBCHE ATfiET—
RYHZ Rk
BB PR
Market Weighted

Effffz value per average closing
iqnz ¢E! share at price per share
et B H No.of M#fH  dateof at preceding

No. of shares ~ No. of shares T HH shares  Option  grant of day before

30/06/2004 31/12/2003 Date granted — exercised price  options  exercise date
HK$ HK$ HK$
g Directors
15 S50 PatrickY B Fung 50,000 50,000  10/03/2001 - 23.60 29.00 -
40,000 40,000 15/03/2002 - 26.30 26.30 -
40,000 40,000 14/03/2003 - 26.50 26.50 -
50,000 - 21/05/2004 - 43.80 43.80 -
E$ Frank ] Wang 40,000 40,000  10/03/2001 - 23.60 29.00 -
30,000 30,000 15/03/2002 - 26.30 26.30 -
30,000 30,000 14/03/2003 - 26.50 26.50 -
40,000 - 21/05/2004 - 43.80 43.80 -
158 Michael Y S Fung 40,000 40,000 10/03/2001 - 23.60 29.00 -
30,000 30,000 15/03/2002 - 26.30 26.30 -
30,000 30,000  14/03/2003 - 26.50 26.50 -
40,000 - 21/05/2004 - 43.80 43.80 -
o] i 4gt Louis C W Ho 40,000 40,000 10/03/2001 - 23.60 29.00 -
30,000 30,000 15/03/2002 - 26.30 26.30 -
30,000 30,000 14/03/2003 - 26.50 26.50 -
40,000 - 21/05/2004 - 43.80 43.80 -
JifbfEH  Other Employees 60,000 90,000  10/03/2001 30,000 23.60 29.00 54.50
40,000 60,000  15/03/2002 20,000 26.30 26.30 55.00
80,000 160,000 14/01/2003 80,000 25.80 25.70 52.70
365,000 - 21/05/2004 - 43.80 43.80 -
1,145,000 740,000 130,000
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SHARE OPTION SCHEME (Continued)

The share options granted are not recognised in the accounts
until they are exercised. The value per option granted on 21st
May, 2004 is estimated at the dates of grant using the Black-
Scholes pricing model was HK$15.94. The assumption used is
as follows:

“FENE
HHZ+—H

T 2 i
Option granted on
21st May, 2004

e Jal By AL (7770 56
A R (4F)
Bl (720 %)
RS 2 (F 2 %)

KAy e — & RS R AR A AR RO Bt B A RT A
S A0 e BRI S EL AT DL ol R
LR - BEAN 2 e 2 A R T OE
R BB RR Hrp AR T 2 SRR R -
H A AR RAT 2 SR A A B o B S A
SR 5 P 0 _E BB W < g
B AR it A R 2 WO J e — P AT
SRR AR B A — R R R I HE 2 - E E
PR A] 52 pY B B YRR o

D B 38 B w0

TERFDAE AR e T —JEHE B 28 BT
B RIEO M2 B BAEHETE) E o R
ALY E & TATEON B 88 E DL AARERAT 0
Ve 40 B8 0% S 4R 4 1y AR SE BRI 2 B8 > 1R 4R
1 B A&/ & —FF AR A —+
WA AR ] TR MEEHE RS A
BB AR BT RAT 2 —28H
i H R E AN EE RS RS U
ZH AR

Risk-free interest rate (%) 4.69
Expected life (in years) 10.0
Volatility (%) 38.38
Expected dividend yield (%) 3.14

The Black-Scholes option pricing model was developed for
use in estimating the fair value of traded options that have no
vesting restrictions and are fully transferable. In addition, such
option pricing model requires input of highly subjective
assumptions, including the expected stock price volatility.
Because the Bank’s share options have characteristics
significantly different from those of traded options, and because
changes in the subjective input assumptions can materially
affect the fair value estimate, the Black-Scholes option pricing
model does not necessarily provide a reliable measure of the
fair value of the share option.

EMPLOYEE INCENTIVE PLAN

During the first half of 2004, a new employee incentive plan
was approved. Pursuant to the approved Employee Incentive
Plan, the directors are authorised, at their discretion, to invite
certain executives, to take up awards to vesting ordinary shares
in the Bank as incentive for them to remain in employment
with the Bank. The maximum number of awards in respect of
which awards may be granted under the Employee Incentive
Plan may not exceed 1% of the issued share capital of the
Bank for the time being in issue within five years of the date
of approval of the plan on 22nd April, 2004. The awards can
be vested between the sixth to the tenth anniversaries after
the date of grant with the following percentage of award
vesting.

BEENZ AT

Percentage

H Date of Award vesting
B R E N AR Sixth anniversary of the date of grant 5%
i B R E-E AR Seventh anniversary of the date of grant 10%
2 H R VR Eighth anniversary of the date of grant 15%
fZHH AR LA Ninth anniversary of the date of grant 20%
fZHH AR Tenth anniversary of the date of grant 50%
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EMPLOYEE INCENTIVE PLAN (Continued)

The Group granted awards at no consideration for certain
employees to acquire shares of the Bank under a new EIP. The
shares will be acquired at the nominal value of HK$1 per
share under the award. The fair value of the awards is measured
at the grant date and is charged to the profit and loss account
and credited to shareholders’ fund between the grant date
and vesting date. The cash amount equal to the dividend that
would have been paid during the unvested period will be
charged to the profit and loss account as bonus expenses on
an accrual basis.

At 30th June, 2004, the directors and employees of the Bank

had the following interest in award to purchase the shares of
the Bank.

BEURTHZ

MHYH A TEE
No. of awards S = Fair value of
30/06/2004 Date granted awards of grant
HK$
%£E Directors
U5 $F R PatrickY B Fung 200,000 21/05/2004 42.80
FR#E Frank ] Wang 125,000 21/05/2004 42.80
1 5 Michael Y S Fung 100,000 21/05/2004 42.80
] s e Louis C W Ho 10,000 21/05/2004 42.80
oAb B Other Employees 60,000 21/05/2004 42.80
495,000
A et B COMPLIANCE WITH THE CODE OF BEST PRACTICE
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The Bank has complied throughout the period with the Code
of Best Practice as set out in the Listing Rules of The Stock
Exchange of Hong Kong Limited, except that a specified term
was not fixed for the appointment of Non-executive Directors.

AUDIT COMMITTEE

The Audit Committee of the Bank was formed in 1992. The
Committee meets three times a year and its composition is
shown on page 2. The Audit Committee is answerable to the
Board and the principal duties of the Committee include the
review of the Bank’s financial reporting and internal controls.

COMPENSATION COMMITTEE

The Compensation Committee was formed in 1995. The
Committee usually meets once a year to evaluate and approve
the remuneration policy and package for the Chief Executive
of the Bank. Its composition is shown on page 2.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

There were no purchases, sales or redemptions by the Bank,
or any of its subsidiaries, of the Bank’s shares during the six
months ended 30th June, 2004.
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INTRODUCTION
We have been instructed by the Bank to review the interim
financial report set out on pages 8 to 31.

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.

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 group 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
30th June, 2004.

KPMG
Certified Public Accountants

Hong Kong, 19th August, 2004
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