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The Directors of Dah Sing Financial Holdings Limited (the
“Company”) are pleased to present the Interim Report and
condensed consolidated financial statements of the Company and
its subsidiaries (collectively the “Group”) for the six months ended
30 June 2006. The unaudited profit attributable to shareholders
after minority interests was HK$728 million for the six months
ended 30 June 2006.

UNAUDITED INTERIM FINANCIAL STATEMENTS

The unaudited 2006 interim condensed consolidated financial
statements of the Group have been prepared in accordance with
Hong Kong Accounting Standard No. 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants.
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UNAUDITED CONSOLIDATED INCOME STATEMENT

For the six months ended 30 June

W it 2006 2005
Note  HK$'000 HK$000

Interest income 2,448,298 1,275,623
Interest expense (1,440,929) (603,149)
Net interest income 1,007,369 672,474
Fee and commission income 295,390 219,144
Fee and commission expense (53,061) (43,737)
Net fee and commission income 242,329 175,407
Net trading income 3 4,425 95,960
Net insurance premium income 356,895 416,414
Other operating income 4 6,462 89,111
Operating income 1,617,480 1,449,366
Net insurance claims and movement

in liabilities to policyholders (190,251) (377,261)
Total operating income net of

insurance claims 1,427,229 1,072,105
Operating expenses 5 (616,901) (471,446)
Operating profit before impairment

losses on loans and advances 810,328 600,659
Impairment losses on loans and advances 6 (75,315) (31,022)
Operating profit before gains on certain

investments and fixed assets 735,013 569,637
Net loss on disposal of fixed assets 9) (233)
Net gain on disposal of interests in

subsidiaries 7 189,443 -
Net gain on disposal of available-for-sale

securities 64,536 90,006
Share of results of jointly controlled entities 2,675 900
Share of results of associated companies (9,465) -
Reversal of impairment losses on

available-for-sale securities 25,891 -
Profit before income tax 1,008,084 660,310
Income tax expense 8 (138,928) (98,073)
Profit for the period 869,156 562,237
Profit attributable to minority interests (140,846) (101,214)
Profit attributable to shareholders

of the Company 9 728,310 461,023
Dividend 187,566 178,999
Earnings per share 10
Basic HK$2.91 HK$1.85
Diluted HK$2.91 HK$1.85
Dividends per share
Interim dividend HK$0.75 HK$0.72

e1)
Variance
%

49.8

38.2

11.6

33.1
30.9

34.9
142.8

29.0

52.7
417

39.2

58.0
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UNAUDITED CONSOLIDATED BALANCE SHEET

ZEEANE ZEEHE
AH=Z+HH +ZHA=1—H
As at As at
Bt 30 June2006 31 Dec. 2005
Note HK$'000 HK$°000
# ASSETS
& RAESRAT ) Cash and balances with banks and
JAh 4 B RE 1 4 B other financial institutions 11 6,462,950 8,908,162
TESRAT T I At 2 B Placements with banks and other financial institutions
=&+ AR maturing between one and twelve months 1,125,051 1,169,174
FERERRNES Trading securities 12 8,505,756 7,810,993
PLAFEBIAH 42 ik 2 & & 7 Financial assets at fair value through profit or loss 12 1,210,166 1,379,163
A4 T A Derivative financial instruments 13 476,107 166,975
& IR FOR A R B Advances and other accounts 14 48,741,204 46,739,477
o] fit B Available-for-sale securities 16 28,501,271 22,884,372
5 3 ik % Held-to-maturity securities 17 504,175 647,908
k- NEIE & <3 Investments in associated companies 38,764 48,139
ERBEHERRE Investments in jointly controlled entities 32,859 30,184
ks Goodwill 950,992 950,992
W G Intangible assets 235,444 254,368
17 AR 2 B Premises and other fixed assets 1,358,376 1,389,692
Ev@<L/ES Investment properties 382,749 362,690
RMERER ZAMREMEME  Value of in-force long-term life assurance business 714,273 745,896
BT I 0 A T A Current and deferred income tax assets 6,351 7,692
A it Total assets 99,246,488 93,495,877
fifg LIABILITIES
BRAT Jo A 4 Fll M R A7 2K Deposits from banks and other financial institutions 512,534 255,748
& T A Derivative financial instruments 13 543,052 501,636
FEHAEMENARK Trading liabilities 7,741,275 6,311,309
LA EFIA B2 Deposits from customers designated at fair value
EEfX through profit or loss 2,597,236 1,904,280
EF R Deposits from customers 18 57,838,328 56,202,412
BB AT I A7 A Certificates of deposit issued 19 8,391,735 7,713,297
CEITMETE S Issued debt securities 20 2,265,548 2,287,095
% EH Subordinated notes 21 3,439,956 3,290,342
AR B R A2 Other accounts and accruals 2,364,998 2,197,246
BHRBAAMRER A NZAM  Liabilties to policyholders under insurance contracts 1,702,252 1,662,935
Bl T £ Current income tax liabilities 114,369 48,707
0 JE B0 A Deferred income tax liabilities 98,320 104,334
Rt Total liabilities 87,609,603 82,479,341
BE 2% EQUITY
bR R 47 Minority interests 2,253,275 1,920,202
7% % i) JBt o M A B 4 Equity attributable to the Company's shareholders
L& Share capital 500,176 500,176
{3 B B A Retained earnings 6,764,294 6,223,550
JoA G A Other reserves 22 1,931,574 2,032,488
HEIR BB Proposed dividend 187,566 340,120
B s & & Shareholders’ funds 9,383,610 9,096,334
HE 25 A it Total equity 11,636,885 11,016,536
B 43 % BB At Total equity and liabilities 99,246,488 93,495,877




R B B B 2 5

BWEZEFEREAN =4 H IEAMEA

ZEERE-N-NER
{8 5 2 T

th B Tl th B R

i E ki R R
EALATEER
WW@LLWE@F
BN VNS T
Bzl

HHmAR R 3
Lilbegil

BEZ RN T

EARARRZ L) /A

i O
S BRI EE
“ERREANRE

CERAEANZ T AR

@%Wﬁ”ﬁﬂm
H5E U 0 B B

UNAUDITED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
For the six months ended 30 June 2006

A ) M AN
Attributable to the Shareholders of the Company
PUBRK
Bk Bebriedt G REEMN W& ERa
Share Share Other  Retained  Minority Total
capital  premium  reserves  earnings interests equity
HK$'000  HK$'000  HK$'000  HK$'000  HK$000  HK$'000
Balance at 1 January 2006 500,176 984,286 1,048202 6,563,670 1,920,202 11,016,536
Fair value losses on available-for-sale
securities - - (73,036) - (27,082)  (100,118)
Disposal of available-for-sale securities - - (48,896) - (15,640)  (64,536)
Deferred tax liabilities released on
fair value losses on and disposal of
available-for-sale securities - - 20,953 - 7,007 27,960
Exchange differences arising on
translation of the financial statements
of a foreign subsidiary - - 65 - 22 87
Net expense recognised directly in equity - - (100914) - (35,693)  (136,607)
Profit for the period - - - 728,310 140,846 869,156
Total recognised (expense) / income
for the six months ended 30 June 2006 - - (100914) 728310 105,153 732,549
Disposal of interests in subsidiaries - - - - 316,630 316,630
Dividend paid to minority shareholders - - - - (88,710)  (88,710)
2005 final dividend - - - (340,120) - (340,120
- - (100914) 388190 333073 620,349
Balance at 30 June 2006 500176 984,286 947,288 6,951,860 2,253,275 11,636,885

Proposed interim dividend included in
retained earnings

BEAA=ZFTHEAMWA
Six months ended 30 June
2006 2005

187,566 178,999
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UNAUDITED CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY (CONTINUED)

Balance at 1 January 2005

Fair value losses on available-for-sale
securities
Disposal of available-for-sale securities
Deferred tax liabilities released on
fair value losses on and disposal of
available-for-sale securities
Exchange differences arising on
translation of the financial statements
of a foreign subsidiary

Net expense recognised directly
in equity
Profit for the period

Total recognised (expense)/ income
for the six months ended
30 June 2005
Dividend paid to minority shareholders
2004 final dividend

Balance at 30 June 2005

For the six months ended 30 June 2005

A% I RSHME
Attributable to the Shareholders of the Company
DUBR
BA  RGEE  BRE  RERA Wi HaEas
Share Share Other  Retained Minority Total
capital  premium  reserves  eamings  interests equity
HK$000  HK$000  HK$000  HK$000  HK$000  HK$'000
497219 908163 878,180 6,046,543 1,759,012 10,089,117
- - (58,711) - (16,535)  (75,246)
- - (70,448) - (19,558) (90,006
- - 17,342 - 4814 22,156
- - (53) - () (58)
- - (111810 - (31,284)  (143154)
- - - 461023 101214 562,237
- - (111,870) 461,023 69,930 419,083
- - - - (75981)  (75981)
- - - (323192) - (323192)
- - (111,870) 137,831 (6,051) 19,910
497219 908163 766,310 6,184,374 1,752,961 10,109,027
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For the six months ended 30 June

Wi itk
Note

Cash flows from operating activities
Cash absorbed by operations 25
Interest paid on subordinated notes and
debt securities issued
Interest paid on certificates of deposit issued
Hong Kong profits tax paid
Overseas tax paid

Net cash used in operating activities

Cash flows from investing activities
Disposal of interests in subsidiaries
(net of cash and cash
equivalents disposed of)
Purchase of investment properties
Purchase of fixed assets
Proceeds from disposal of fixed assets

Net cash from/(used in)
investing activities

Cash flows from financing activities
Certificates of deposit issued
Certificates of deposit redeemed
Subordinated notes issued
Subordinated notes redeemed
Dividends paid on ordinary shares
Dividend paid to minority shareholder
of a subsidiary

Net cash from/(used in)
financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

Analysis of the balance of
cash and cash equivalents:

Cash and balances with banks and other
financial institutions

Money at call and short notice

Treasury bills with original maturity
within three months

Placement with banks and other financial institutions
with original maturity within three months

Deposits and balances of banks and other financial
institutions with original maturity within three months

UNAUDITED CONSOLIDATED CASH FLOW STATEMENT

2006 2005
HK$'000 HK$'000
(2,319,174) (870,913)
(183,404) (99,546)
(150,150) (64,567)
(49,841) -
(106) -
(2,702,675)  (1,035,026)
500,122 -
(20,059) -
(13,207) (5,077)
- 106
466,856 (4,971)
2,038,761 1,345,989
(1,306741)  (2,782,062)
1,162,210 1,160,550
(970,069) -
(340,120) (323,192)
(88,710) (75,981)
495,331 (674,696)
(1,740,488)  (1,714,693)
13,559,222 13,916,744
11,818734 12,202,051
1,629,087 1,536,082
4,833,863 6,076,367
4,743,267 2,560,904
1,125,051 2,490,491
(512,534) (461,793)
11818734 12,202,051
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

General information

Dah Sing Financial Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) provides banking, insurance,
financial and other related services in Hong Kong, Macau, and the
Mainland China.

Basis of preparation and accounting policies

The accounting policies and methods of computation used in the
preparation of the 2006 interim condensed consolidated financial
statements are consistent with those used and described in the
annual audited financial statements for the year ended 31 December
2005.

The interim condensed consolidated financial statements are
presented in thousands of Hong Kong dollars (HK$’000), unless

otherwise stated.

(Z) FHEKA 3. Nettrading income
BEANA=ZTHIEAMA For the six months ended 30 June
2006 2005
FREE @B MaES Z B A  Dividend income from trading securities
- LiiE — listed investments 7,135 6,758
— kLR E — unlisted investments 2,808 6,268
A B I A Net gain arising from dealing in foreign currencies 61,912 102,168
PIAFEIIABL IR 2 &M TR - Netloss arising from financial instruments
FRfE EE &M & designated at fair value through profit or loss,
ik THZ F ks H trading securities and derivatives (67,430) (19,234)
4,425 95,960
(PY) 3 2% e A 4. Other operating income
BWEAH=THIEAMA For the six months ended 30 June
2006 2005
A SR Dividend income from investments in
i Bl A available-for-sale securities
- kW% — listed investments 1,226 3,516
—FEHERE — unlisted investments 20,995 10,463
i C/E P EA PN L Gross rental income from investment properties 8,073 5,883
HAbFL 40 A Other rental income 3,318 2,937
RSB ER 2 AMRE (Decrease) / increase in value of in-force long-term life
EEZ )/ Hm assurance business (31,623) 62,232
oAb Others 4,473 4,080
6,462 89,111
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5. Operating expenses
For the six months ended 30 June

2006 2005
Employee benefit expenses
(including directors’ remuneration) 338,158 265,237
Depreciation 44 514 32,416
Premises and other fixed assets expenses,
excluding depreciation 62,191 48,370
Others 172,038 125,423
616,901 471,446
6. Impairment losses on loans and advances
For the six months ended 30 June
2006 2005
Net charge of impairment losses on loans and advances
— Individually assessed 41,084 4,442
— Collectively assessed 34,231 26,580
75,315 31,022
Of which:
—new and additional 128,817 78,408
— recoveries (53,502) (47,386)
75,315 31,022
7. Net gain on disposal of interests in subsidiaries
For the six months ended 30 June
2006 2005
Net gain on disposal of interests in subsidiaries 189,443 -

February 2006.

The net gain on disposal of interests in subsidiaries mainly arose
from the Company’s placing of 3.6% interest in Dah Sing Banking
Group Limited (“DSBG”) to increase DSBG'’s public float to 25.1% in



\)

BLU 8. Income tax expense

B vtk P A5 B T 44 BRI 00 A ST B AL Uik A LB Hong Kong profits tax has been provided at the rate of 17.5% (2005:
H17.5% (ZFFEHF  17.5%) HEAER - HIH 17.5%) on the estimated assessable profit for the period. Taxation
BT 4% 80 1AM R RE B g AR AR SR on overseas profits has been calculated on the estimated assessable
BEEHMIR 2 BATBLRGH - profit for the period at the rates of taxation prevailing in the countries

in which the Group operates.

RAERL R AR R e DB Deferred taxation is calculated in full on temporary differences under
17.5% (= FEFAF  17.5%) 1E2=HTEE - WG the liability method using a taxation rate of 17.5% (2005: 17.5%).
ARATIBERTNEL 2 RERIHEEED Deferred tax asset on tax losses incurred by a subsidiary has been
e R AT BB A B e R K S 0 R R R - recognised to the extent that it is probable that taxable profit will be

available against which these tax losses can be utilised.

HWEAH=FTHIEAMA For the six months ended 30 June
2006 2005
B3 i 7 Current income tax
—FH B — Hong Kong profits tax 107,428 97,449
— AN B A — Overseas taxation 7,936 624
IR AE B IH Deferred income tax
— B 2 — relating to the origination and
1 28 2k R Il reversal of timing differences 23,564 -
138,928 98,073
JB 38 M A ¥t A 9. Profit attributable to shareholders
WETEENENAZTHIEAEA RFA The normalised profit attributable to shareholders for the six months
1 B A T RE 4 2 i iR 189,400,000 7T 2 ended 30 June 2006, excluding HK$189.4 million profit on disposal
AR IE AL RREA I 1] £5538,900,000%5 7T © of interests in subsidiaries, was HK$538.9 million.
U AE T AE I 5 AL REAL 6 IR 2R R AN A This normalised attributable profit represents an increase of 16.9%
ST HIEANMEA Z A FEEE 2 TR from the attributable profit for the six months ended 30 June 2005.
L.
B B AE AR B B T A 10. Basic and diluted earnings per share
B Il B AR T 2 B 1] 728,310,0000 7T (— The calculation of basic earnings per share is based on earnings of
FEAAF + 461,023,000 70) KN E 47 K HK$728,310,000 (2005: HK$461,023,000) and the weighted average
Fy IR 7 ¥ $0250,088,234 /% (—FE HAF - number of 250,088,234 (2005: 248,609,258) shares in issue during
248,609,258/%) HH o the period.
o JRCHE T 25 R T 4 4 R 728,310,000 7T (— % The calculation of diluted earnings per share is based on earnings of
ZHAF © 461,023,000 70) KN E AT B0 HK$728,310,000 (2005: HK$461,023,000) and the weighted average
T HE 7 24 #250,336,84201) (= F F T4 - number of 250,336,842 (2005: 248,659,624) shares in issue during
248,659,624/ ) AL HH BT K IR 2 A VA the period after adjusting for the effect of all dilutive potential
LR A R . ordinary shares as shown below:
JBe
Number of shares
2006 2005
AN A = A H 2 i i Weighted average number of ordinary shares
18 as at 30 June 250,088,234 248,609,258
o e HE Y o R Adjustments for share options 248,608 50,366
S H =+ HEH R B Z Rl 2 Weighted average number of ordinary shares for
5 BN AT 2 B diluted earnings per share as at 30 June 250,336,842 248,659,624
fisg AR FE A A B B 4 T RE AR 2 Tl AR If the HK$189,443,000 net gain on the disposal of interests in
189,443,000 7C » HE —FEANFEAH =1H subsidiaries during the period was excluded, the normalised basic
ISR H 2 BT A TE 5 AL A i 5 A S v 2 and diluted earnings per share for the six months ended 30 June

F 552159 0 » 2006 would be HK$2.15.

9



(=) B4 B Ae SAT B 0 b 2 1 B B 09 4% 6 11.  Cash and balances with banks and other financial institutions

B R T SRAT I H A Al B A
AG iR
RIS R TN E RN N

Cash and balances with banks and other
financial institutions
Money at call and short maturity

CREANYE ZEEHA
AH=Z+H +-H=+—H
As at As at

30 Jun 2006 31 Dec 2005
1,629,087 1,581,854
4,833,863 7,326,308
6,462,950 8,908,162

(+=) FEEE BN ER LA T ABRIR 12. Trading securities and financial assets at fair value through

ZEWmE R

FEEEMBRH S
i B R o7 -

— ik

-k b

e e %
il Ll
— FB DA
~¥ b

Fi 7 B T 3 75 A

PLA SR 65 IR 2 Sl 2

T 8 7
— i
-k b

LU -5 AR 46 MR 2 4 il 15 78 A

FRIF R T 0 5 S LA
BN 16 W 2 5 7l e AR

bRz A E A

G T
— LA A A RN 003 2
B
— B 17
— S B %

profit or loss

Trading securities:

Debt securities:
— Listed in Hong Kong
— Unlisted

Equity securities:
— Listed in Hong Kong
— Listed outside Hong Kong
— Unlisted

Total trading securities

Financial assets at fair value through profit or loss:

Debt securities:
— Listed in Hong Kong
— Unlisted

Total financial assets at fair value through profit or loss

Total trading securities and financial assets at
fair value through profit or loss

Market value of listed securities

Included within debt securities are:
— Government bonds included
in trading securities
— Certificates of deposit held
— Other debt securities

10

CREANYE ZEEHA
AA=Z+H +tZH=1—H
As at As at

30 Jun 2006 31 Dec 2005
1,175,469 1,339,401
6,206,606 5,551,149
7,382,075 6,890,550
379,084 222,235
259,968 252,397
484,629 445,811
1,123,681 920,443
8,505,756 7,810,993
- 122,180

1,210,166 1,256,983
1,210,166 1,379,163
1,210,166 1,379,163
9,715,922 9,190,156
1,814,521 1,936,213
6,360,882 5,917,904
350,314 362,694
1,881,045 1,989,115
8,592,241 8,269,713




Derivative financial instruments

(=) fike&@mTH 13.

The notional principal amounts of outstanding derivatives contracts
and their fair values were as follows:

ZERAERNZTN “EFRET A=A

As at 30 Jun 2006 As at 31 Dec 2005
wh/ a/
Bk AFH SEALHE L¥E
Contract Fair values Contract/ Fair values
notional jfi A notional 4 A
amount Assets Liabilities amount Assets Liabilities
1) FEEEMEZMETA 1) Derivatives held for trading
o IMEfETH a)  Foreign exchange derivatives
ENREAY Forward and future contracts 65,460,769 73,851 104320 25,883,115 34938 71,090
B Currency swaps 2,226,363 8,710 66438 2,188,446 59,068 31
BB R th 90 A Currency options purchased
and written 417142 1,560 1,560 352,730 1,331 1,331
b FIEfETA b) Interest rate derivatives
il Interest rate swaps 10,495,462 4978 278502 13,386,198 2,247 133,881
il e 4 Interest rate options 35,585,643 319 333 38,555,092 336 3,360
fl=m& Interest rate futures 743317 - 5,653 653,367 - 1,191
o MEHEHIELA ¢)  Equity derivatives
BB I A Y Equity options purchased
and written 50,859 256 235 183,073 2,968 2,964
Mgt g Equity futures - - - 12,287 123 -
4 FEHFETA d)  Credit derivatives
fFERBRAH Credit default swaps 1,592,286 1,491 2,012 1,124 490 3,112 4,648
RERRAEZMETRAT  Total derivatives held for rading 116,571,841 91165 450053 82338798 104123 218776
) HHEEIREL ﬂT T E 2)  Derivatives held for hedging
of  BIATHEIZATE a)  Derivatives designated as
IR fair value hedges
il $ 1 Interest rate swaps 9,688,588 384,942 83,999 9,252,272 62,852 282,860
PSR ZIETRAT Total derivatives held for hedging 9688568 384,042 83999 9252072 62852 282,860
Widk L i & B Rt Total recognised derivative financial
instruments 126,260,429 476,107 543,052 91,591,070 166,975 501,636

11



(+=) fikep TR (H) 13.  Derivative financial instruments (Continued)

bt EE A RN ZHE (R OHE(E R The credit risk weighted amounts of the above off-balance sheet
MK 2 A5 SR BB - RERA exposures (excluding credit default swaps) without taking into
ASE I 2 R AT B account the effect of bilateral netting arrangements that the Group

entered into, are as follows:

ZEEAE CEERA
AAZ+H +-A=+—H
As at As at
30 Jun 2006 31 Dec 2005
i TH Derivatives
—MERE 4 — Exchange rate contracts 172,816 104,774
—FEAEH — Interest rate contracts 165,555 77,303
— AL - Equity contracts - 433
338,371 182,510
T EENEANAZT HEERB SIS 4 As at 30 June 2006, the credit risk weighted amount of credit default
A B A B AR R £ 1,203,924,00095 7T (- swaps amounted to HK$1,203,924,000 (31 December 2005:
FEAFTH=1—H : 1,124,490,000% 70) HK$1,124,490,000) and is included in the total credit risk weighted
A B R R B RE T S R B ORIE 2 (R amount of contingent liabilities and commitments in Note 23.
B A B IR AR AN -
(- 09) B R HBIRA 14. Advances and other accounts
ZRENE ZEERA
AAZ1TH +tZHA=1+—H
As at As at
30 Jun 2006 31 Dec 2005
&P AR Gross advances to customers 46,215,271 44,918,618
SRAT M At 4 Bl M IS SE 2448 Gross advances to banks and other financial institutions 127,673 389,264
By R Trade bills 951,257 653,581
Hob R Other assets 1,842,948 1,176,193
AR L AR B A% Gross advances and other accounts 49,137,149 47,137,656
FOBR - E A Less: impairment allowances
— {8 ST A — Individually assessed (165,048) (167,436)
— B FRAN - Collectively assessed (230,897) (230,743)
(395,945) (398,179)
FHEH K MIEE Advances and other accounts 48,741,204 46,739,477

12
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14.  Advances and other accounts (Continued)

() BB — 1L R AT - (a)  Gross advances to customers by industry sector classified
according to the usage of loans are:
ZEREAE TR
AA=Z+H +ZH=+—H
As at As at 5 )
30 Jun 2006 31 Dec 2005 Variance
%
T 7 4 Industrial, commercial and financial
L E 33 — Property development 238,655 191,512 24.6
—WERE — Property investment 5,096,759 4,715,772 8.1
— &A% — Financial concerns 363,344 528,033 -31.2
—BELL — Stockbrokers 14,917 14,994 -0.5
— ik A — Wholesale and retail trade 1,348,192 1,256,740 7.3
— Wk — Manufacturing 3,843,672 3,896,158 -1.3
— Wy B R — Transport and transport equipment| 3,430,802 3,832,407 -10.5
— HAlh — Others 1,444,981 1,402,141 3.1
15,781,322 15,837,757 -0.4
(PN Individuals
—WEEEAHLZEG#] -~ —Loans for the purchase of flats in
[FAANZ#EZEG#] K Home Ownership Scheme,
[F0 % &L= 53 ) Private Sector Participation
EFEAER Scheme and Tenants Purchase
Scheme 1,861,886 1,929,198 =35
—HE M EEYEER - Loans for the purchase of other
residential properties 10,575,683 10,773,683 -1.8
—fFHRER — Credit card advances 2,731,959 2,759,308 -1.0
— HAth — Others 5,269,228 4,641,012 13.5
20,438,756 20,103,201 1.7
E 7 s 8 1 B3R Loans for use in Hong Kong 36,220,078 35,940,958 0.8
B s Trade finance 4,301,046 3,914,072 9.9
1 7 s DA S A A B Loans for use outside Hong Kong 5,694,147 5,063,588 12.5
46,215,271 44,918,618 2.9

AR EFEFBF LA S 2
+o KR SEEANAEAH = AR
R_FERFET_A=+—HZHE
B S A B R 2 2 LR
b R R AR EREE - it
b EER I 3 %

13

No geographical reporting is provided as close to 90% of the
Group’s gross advances to customers, and over 90% of the
Group’s overdue and impaired loans as at 30 June 2006 and
31 December 2005 are originated from business operations
based in Hong Kong.
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14.  Advances and other accounts (Continued)

(b)  Impaired, overdue and rescheduled assets

B B (i)  Impaired loans
ZEEAE “ETHAF
AA=Z+H +-HA=+—H
As at As at
30 Jun 2006 31 Dec 2005
WE R (7))  Gross impaired loans (Note a) 311,767 312,530
5% P& 3% 2 H Y L As a percentage of total advances to customers 0.68% 0.70%
A 0 9 L 4 A Individual impairment allowances 165,048 167,436
F5 A7 A E Amount of collateral held 143,549 182,604
HEE - Note:
H. WMESERTZEEEBE a.  Impaired loans are defined as those loans

PRBUR — (R 2 7E T R2
GEERRE 2R (R
KA 5 BOL B Z
,JA HZBREMEZ

having objective evidence of impairment as a
result of one or more events that occurred after
the initial recognition of the asset (a “loss
event’) and that loss event has an impact on the

B Z AR R A B 4 i estimated future cash flows of the loans that can
FER %2 SR A AT S R be reliably estimated.
%
L. LA BRI A T B b.  The above individual impairment allowances
WAH=Z+H/+ZH= were made after taking into account the value of
+— A RSSO B 24K collateral in respect of such advances as at 30
e E - June/31 December.
() ARG A (i)  Overdue loans
fli% A% BEFER
ZEENE "k CEERE "ok
AH=1H %oftotal - J=1—H % of total
As at  advances to Asat  advances to
30 Jun 2006 customers 31 Dec 2005 customers
KRAEEE P R Gross advances to customers which
it have been overdue for:
- =AU LEEAMA — six months or less but
over three months 75,160 0.16 118,065 0.26
—AMAL L E—4F — one year or less but
over six months 99,571 0.22 59,799 0.13
——4PE — over one year 108,007 0.23 128,051 0.29
282,828 0.61 305,915 0.68
A I 1 B Market value of securities
T 19 4K 0 5 vl held against the secured
overdue advances 144,425 256,219
RIS RGRE e Secured overdue advances 119,932 180,623
A G411 0 0 B K Unsecured overdue advances 162,896 125,292
8 I i 2 £y Individual impairment allowances 126,416 114,365

14
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14. Advances and other accounts (Continued)

(2) W (E > 1A R R A A G () (b)  Impaired, overdue and rescheduled assets (Continued)
(i)  AEAST (CAMBRE N Lk (iiy Rescheduled advances net of amounts included in
A AE B overdue advances shown above

1% PR 5% P 3
ZEENE "k CERERE R
AA=Z+H %oftotal +-H=1—H % of total
As at  advances to Asat  advances to
30 Jun 2006 customers 31 Dec 2005 customers
mE AN Rescheduled advances 175,758 0.38 181,654 0.40

8 190 3 (1Y Individual impairment allowances 20,521 25,123

AEEANEANZHHE X
FHAEF A= —RIETR
17 B oAt 4 RS 2 S5 K5
WE BB =WAL L R

EEae

(v) HHEE

There were no advances to banks and other financial
institutions which were impaired, overdue for over 3
months or rescheduled as at 30 June 2006 and 31
December 2005.

(iv)  Trade bills

ZEEAE ZEZTA
AHZ+H +ZH=+—H
As at As at
30 Jun 2006 31 Dec 2005
wi Overdue for:
—=ZMAMUEEANMA — six months or less but over three months - -
=AY EE—F — one year or less but over six months - -
——4EL b — over one year - 363
- 363
() Wi Il & (c)  Repossessed assets

AE R EEWT The repossessed assets of the Group were as follows:
ZEEAE ZEZRA
AHZ+H +ZHA=+—H
As at As at
30 Jun 2006 31 Dec 2005
i [l 4 2 Repossessed properties 54,858 45,401

15
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At 1 January 2006
Amounts written off

Recoveries of advances written off in previous years

New impairment allowances charged to
income statement
Unwind of discount of impairment allowance

At 30 June 2006

Deducted from:

Trade bills

Advances to customers

Advances to banks and other financial institutions
Other assets

At 30 June 2006

At 1 January 2005
Acquisition of subsidiaries
Amounts written off

Recoveries of advances written off in previous years

New impairment allowances charged to
income statement
Unwind of discount of impairment allowance

At 31 December 2005

Deducted from:
Trade bills
Advances to customers

Advances to banks and other financial institutions
Other assets

At 31 December 2005
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Impairment allowances against advances and other accounts

hER B A AN
Individually  Collectively At
assessed assessed Total
167,436 230,743 398,179
(53,081) (72,004) (125,085)
11,534 37,927 49,461
41,084 34,231 75,315
(1,925) - (1,925)
165,048 230,897 395,945
- 8,970 8,970
165,048 220,873 385,921
- 777 777
- 277 277
165,048 230,897 395,945
A8 3T A SR RTAR
Individually ~ Collectively frat
assessed assessed Total
116,697 152,530 269,227
61,093 63,800 124,893
(81,365) (136,052) (217,417)
21,888 72,682 94,570
52,857 77,783 130,640
(3,734) - (3,734)
167,436 230,743 398,179
- 6,536 6,536
167,436 223,181 390,617
- 776 776
- 250 250
167,436 230,743 398,179




() wfl i 8 16.  Available-for-sale securities

E w5 Debt securities
— & bl — Listed in Hong Kong
—F IS B — Listed outside Hong Kong
—J b — Unlisted
TE i Pk 58 % Equity securities
—FW b — Listed in Hong Kong
— & LLAN BT — Listed outside Hong Kong
-k Ll — Unlisted
—REERES S — Interests in investment funds
— At — Others
AR R Total available-for-sale securities
B - U (A Less: Impairment allowances
LR TE Market value of listed securities
&R ES Included within debt securities are:
— FFA A7 s — Certificates of deposit held
— H AR i 5 — Other debt securities

AT B S i B T Available-for-sale securities are analysed by

BUNAH T - categories of issuers as follows:
— BRI R R 9T - Central governments and central banks
— B — Public sector entities
— 1T L A& - Banks and other financial institutions
— % — Corporate entities
— H A — Others

17

CREANYE ZEEHA
AH=Z+H +-H=+—H
As at As at
30 Jun 2006 31 Dec 2005
1,134,895 1,279,905
9,599,810 8,871,301
16,838,874 11,603,830
27,573,579 21,755,036
37,498 69,994
95,224 30,143
734,770 1,024,228
60,200 30,821
927,692 1,155,186
28,501,271 22,910,222
- (25,850)
28,501,271 22,884,372
10,867,427 10,249,401
99,990 124,900
27,473,589 21,630,136
27,573,579 21,755,036
4,847,697 3,102,145
437,841 532,796
15,227,557 9,980,744
7,986,388 9,266,909
1,788 1,778
28,501,271 22,884,372
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EE R 17.  Held-to-maturity securities
E w5 Debt securities
— & LAN BT — Listed outside Hong Kong
—JF b — Unlisted
LBz WA Market value of listed securities
RS Included within debt securities are:
— R A A7 3GE — Certificates of deposit held
— H AR 5 — Other debt securities

T 2 B 0138 55 4585 AT B BUHI Held-to-maturity securities are analysed by

AHFUR issuer as follows:
—NE A — Public sector entities
— SRAT I At 4 R B — Banks and other financial institutions
- — Corporate entities
% Ffiak 18.  Deposits from customers

5 A7 3K AR A AT 3K

Demand deposits and current accounts

Tt &5 23 Savings deposits

JEH B K B 73K Time, call and notice deposits

HoAth A2 3% Other deposits

B8 47 10 A K o 19. Certificates of deposit issued
DI FE5I AHZ R Designated at fair value through profit or loss

i B LA At amortised cost

FI R 5 51 LA AT 2 IR 32 3 DL - B A8 22 R
PARR: IRV PR/ LTI 2 TV
AR 75 A % B A W3 4 4 T4 5% S5 77
R AN R L, T 2 MR =
123,000,000% 7T (“FFHF T+ -H=1—H :
118,000,000%% ) °

18

CREANYE ZEEHA
AH=Z+H +-H=+—H
As at As at

30 Jun 2006 31 Dec 2005
77,805 185,808
426,370 462,100
504,175 647,908
77,805 185,909
155,381 215,031
348,794 432,877
504,175 647,908
19,014 3,686
445,242 588,772
39,919 55,450
504,175 647,908
CREANYE ZEEHA
AA=Z1TH +t-H=1—H
As at As at

30 Jun 2006 31 Dec 2005
5,270,391 4,744,941
7,772,649 7,357,225
44,795,288 44,091,743
- 8,503
57,838,328 56,202,412
CRRAE CEFLF
AA=Z+H tZH=1—H
As at As at

30 Jun 2006 31 Dec 2005
4,586,336 4,525,120
3,805,399 3,188,177
8,391,735 7,713,297

The change in the fair value of certificates of deposit issued and
designed at fair value through profit or loss not attributable to
changes in interest rate is minimal. The amount that the Group
would be contractually required to pay at maturity to the holders of
these certificates of deposit is HK$123 million (31 December 2005:
HK$118 million) higher than the above carrying amount.



(=1

CBAT I 0 o 5 20. Issued debt securities
ZRBANY CEEHF
AA=Z+H +tZH=1—H
As at As at
30 Jun 2006 31 Dec 2005
DLAT-ESI AR Designated at fair value through profit or loss 1,100,460 1,123,830
2 B 1A At amortised cost 1,165,088 1,163,265
2,265,548 2,287,095

B BT U o6 5 BR R AL S SO R AT A R )
(TR #RAT]) 2 4 & 2> Al Dah Sing MTN
Financing Limited’Z #8 X #7 $R 17 2 ik I 7 35
PSR R RN E A — A%
A3 75 JE A% B 28 5 Fir BT 2 150,000,000 7T
SE B 150,000,000 JCIF B 2 A I R 18 5
(TR o ZaEm KM BR - &
SEAEAT > RASW A A - FRIES A
H oo HBA S5 38 K SR AT HE AT 1 ) SR 0 ¢
Pl fy 77 5L -

FI T LAAL 2 K F LA T E S AR 4 1
ZEBITMEL SR A T EEE 2 20
JIN o A A G AROHS R o B IR 4 A A AT
At pie: Pasr DNIER LA 1P
2 JRTE {5 65,000,000%: ¢ (~FEHAEF
H=+—H : 390000004 1) «

Issued debt securities represent the US$150 million fixed rate and
the US$150 million floating rate Senior Guaranteed Notes (the
“Notes”) issued by Dah Sing MTN Financing Limited, a wholly-
owned subsidiary of Dah Sing Bank, Limited (“DSB”), on 1
December 2004 under DSB’s Euro Medium Term Note Programme
which are listed on the Luxembourg Stock Exchange. The Notes are
guaranteed by DSB, unsecured, and have a final maturity on 1
December 2009. Through interest rate swap arrangements entered
into by DSB, the cost of the fixed rate Notes is determined on
floating rate basis.

The change in the fair value of issued debt securities designated at
fair value not attributable to changes in interest rate is minimal. The
amount that the Group would be contractually required to pay at
maturity to the holders of these issued debt securities is HK$65
million (31 December 2005: HK$39 million) higher than the above
carrying amount.

1% 18 % 21.  Subordinated notes
ZRBNYE CEREHT
AAZ+H +t-H=1+—H
As at As at
30 Jun 2006 31 Dec 2005
125,000,000 JC4F £.7.5%4 20114 US$125,000,000 7.5% Subordinated Bonds
IR B () due 2011 (Note (a)) - 975,689
150,000,0003% 7T i 20154F 1 #1#)  US$150,000,000 Subordinated Floating Rate Notes
FRBEEY (Hit2) due 2015 (Note (b)) 1,165,087 1,163,265
150,000,0003% JC A 20174E 2 11y US$150,000,000 Subordinated Fixed Rate Notes
RS T (B ) due 2017 (Note (c)) 1,109,782 1,151,388
150,000,0005% 7T 4 20164F | #1#)  US$150,000,000 Subordinated Floating Rate Notes
FEEMEEE (T due 2016 (Note (d)) 1,165,087 -
3,439,956 3,290,342
DL 5 AR 25 1R Designed at fair value through profit or loss 1,109,782 2,127,077
2 5 1A At amortised cost 2,330,174 1,163,265
3,439,956 3,290,342
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KBRITI —FBEANEZH ~HHE
BEBEMEMRZEWRAEL > O
(o FL (] B R 5 PRI I IS AR B L
2570 J8 125,000,000 7T Y 74 45 245 -

W TSR ATIA R TAENH 1+
H % 17 2 150,000,0003% G 15 1§ 7% B 58 5
Jr b T B R B S A I B
B (MEB]) o WEBEBER % —5H
FERAANHEN U FE—-FERA
ANHESEREEED - HBITHEH
MR H > BB 2R B =M A
W12 TUARAT R AR BN T B 7 > DL
TG o HAR > MEH AR
S HIE N EENAEGET A=
18 H W35 e R AT R SE5F B — B N 1 B
Foo AMES T s A AT R T ST
R SR AT AT S R A R R B
F7E A B DL T R [ A (3R 3
o) S o

TR FRAT IR —F R AN AR
AT 2.150,000,0003 TC 1F JE 2% 18 58 5 Fir
AR E B T AR € AR
B(EH]) o W EBS R —F— L
AHAFANHE > 3L T — 4 A
TNHE BB EBEE - ME TH =
HSHEEE > AR AT
BRI e A MEE AR
FEPEE R AR AR S G ET R
IR A 5 I B AR R R R
T TR o AR E W R LS
JEREUE > KSR AT AT SRR R H ok
DR B0 75 L ph A A5 U 2 A (1 ol oy
B GEF) EH o RFRITIRE B —E
PR SRAT T S0 R B0 5 4 RS 1
A B DL 3 e SR AT (R 2697 5 St
19 77 B FILB AT K o

TSR RAT I NN I H
7 2. 150,000,0003% 7075 fin 3k 58 55 e E
TSI Bl 5 B OB AR 7 B AR AR
([MEH]) o B REBFR —F—RNER
HEZHEW > W —F——4EAA=H
ERVRAEN IR H o BT 0 B RS
YRR H > BUEF 2 LB A =0 R
TERATRIFEREME TR T > BEE
FIK e HAR > NEH R TR B R
HEEE o EEMFS e ET A =MA M
FICRATR RS — BT o LR
Tl A RS R TR SC A > KR
R H ok BB B T R
VA 52 TR {5 (I B

F 258 51 LA 2 R R 3 DLA P EF A& R
ZIRABAET 2 N T W) 5 B b/ AR SR
E A% 8 1555 B 308 IR 4% 6 40 AT 3% 55 4K (B
BHA N &L LR gl 2 2 iR
55,000,000 ¢ (Z“FEHF+—_H=+—H:
5,000,000% 75) ©

21.

Subordinated notes (Continued)
Note:

(a)  On 29 March 2006, Dah Sing Bank, Limited (‘DSB”) exercised
its call option to early redeem in full this US$125,000,000
7.5% subordinated bonds after obtaining the prior approval of
the Hong Kong Monetary Authority (“HKMA”).

(b)  This represents US$150,000,000 Subordinated Floating Rate
Notes qualifying as Tier 2 capital of DSB issued on 29 April
2005 (the “Notes”), which are listed on the Luxembourg Stock
Exchange. The Notes will mature on 6 May 2015 with an
optional redemption date falling on 6 May 2010. Interest rate
for the Notes is set on a quarterly basis based on 3-month
LIBOR plus 60 basis points from the issue date to the optional
redemption date. Thereafter, if the Notes are not redeemed,
the interest rate will reset and the Notes will bear interest at 3
month LIBOR plus 160 basis points. DSB may, subject to
receiving the prior approval of the HKMA, redeem the Notes
in whole but not in part, at par either on the optional
redemption date or for taxation reasons on interest payment
date.

(c)  This represents US$150,000,000 5.451% Subordinated Fixed
Rate Notes qualifying as Tier 2 capital of DSB issued on 18
August 2005 (the “Notes”), which are listed on the Luxembourg
Stock Exchange. The Notes will mature on 18 August 2017
with an optional redemption date falling on 18 August 2012.
Interest at 5.451% is payable semi annually from the issue
date to the optional redemption date. Thereafter, if the Notes
are not redeemed, the interest rate will be reset and the
Notes will bear interest at the then prevailing 5-year US
Treasury rate plus 220 basis points. DSB may, subject to
receiving the prior approval of the HKMA, redeem the Notes
in whole but not in part, at par either on the optional
redemption date or for taxation reasons on interest payment
date. An interest rate swap contract to swap the fixed rate
payment liability of the Notes to floating interest rate based on
LIBOR has been entered into with an international bank.

(d)  This represents US$150,000,000 Subordinated Floating Rate
Notes qualifying as Tier 2 capital of DSB issued on 2 June
2006 (the “Notes”), which are listed on the Singapore Stock
Exchange Securities Trading Limited. The Notes will mature
on 3 June 2016 with an optional redemption date falling on 3
June 2011. Interest rate for the Notes is set on a quarterly
basis based on 3-month LIBOR plus 75 basis points from the
issue date to the optional redemption date. Thereafter, if the
Notes are not redeemed, the interest rate will reset and the
Notes will bear interest at 3-month LIBOR plus 100 basis
points. DSB may, subject to receiving the prior approval of the
HKMA, redeem the Notes at par either on the optional
redemption date or for taxation reasons on interest payment
date.

The change in the fair value of subordinated notes designated at fair
value through profit or loss not attributable to changes in interest
rate is minimal. The amount that the Group would be contractually
required to pay at maturity to the holders of these subordinated
notes is HK$55 million (31 December 2005: HK$5 million) higher
than the above carrying amount.
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(1 =) 2 f s 15 22.  Other reserves
ZRBNA ZEERA
AH=Z+H +ZA=+—H
As at As at
30 Jun 2006 31 Dec 2005
ittt Reserves
Jie £y 465 15 Share premium 984,286 984,286
17 A 6l Premises revaluation reserve 492,433 492,433
BE A Investment revaluation reserve (119,610) (18,630)
EE 52, fot 415 Exchange reserve (147) (213)
— Mt General reserve 574,612 574,612
1,931,574 2,032,488
(=) SR A Rk 23.  Contingent liabilities and commitments

AR BB E BRI R TR T 2 AR
SR TRA O SH R SR RE D

The contract and credit risk weighted amounts of the Group’s off-
balance sheet financial instruments that commit it to extend credit to
customers are as follows.

HREH
Contract amounts
ZRBN ZEZHA
AAZ+H +-A=+—H
As at As at
30 Jun 2006 31 Dec 2005
HiZFEERE Direct credit substitutes 2,337,485 2,420,934
2 G B 2 88 THEH  Transaction-related contingencies 21,555 26,872
B S B 2 R HE  Trade-related contingencies 1,184,791 951,964
HoAth 4 - HIERAMIR  Other commitments with an original maturity of:
B
— DR —AEST G - under 1 year or which are
i Qe unconditionally cancellable 30,094,575 26,872,921
— —ERDE — 1 year and over 1,040,623 592,304
7 3] 3 1 0T 1) 77 K Forward forward deposits placed 326,167 1,006,592
35,005,196 31,871,587
15 £ i 68 o A S 7
Credit risk weighted amount
ZEBANYE ZEEHA
AH=Z1TH +ZA=+—H
As at As at
30 Jun 2006 31 Dec 2005
o SR A MR E Contingent liabilities and commitments 2,228,732 2,117,560
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24.  Maturity profile

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

relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date.

ZREANEAAZTH

As at 30 Jun 2006
ZHANL
ZHA 74 —4Ep E
W EDF Over 4 TN L
Repayable 3 months 3months  Over 1 year Over  SGEWiHM wit
on demand or less to 1 year to § years 5years Undated Total

Assets
Cash and balances with banks

and other financial institutions 3,285,785 3,021,820 165,345 - - - 6,462,950
Placement with banks and

other financial institutions maturing

between one and twelve months - 833,915 291,136 - - - 1,125,051
Trading securities 131,793 4,355,452 1,598,294 652,740 643,832 1,123,645 8,505,756
Financial assets at fair value through

profit or loss - 1,176,165 34,001 - - - 1,210,166
Derivative financial instruments 22,361 46,283 5,622 36,173 366,648 2 476,107
Advances and other accounts 6,025,756 9,841,004 5471742 11376521 15,880,100 146,081 48,741,204
Available-for-sale securities - 4,585,702 7,184,223 5,991,393 9,823,879 916,074 28,501,271
Held-to-maturity securities - 33,949 222,298 247,928 - - 504,175
Investments in associated companies - - - - - 38,764 38,764
Investments in jointly controlled entities - - - - - 32,859 32,859
Goodwill - - - - - 950,992 950,992
Intangible assets - - - - - 235,444 235,444
Premises and other fixed assets - - - - - 1,358,376 1,358,376
Investment properties - - - - - 382,749 382,749
Value of in-force long-term life

assurance busingss - - - - - 714,273 714,273
Current and deferred

income tax assets - - 16 5,619 - 716 6,351
Total Assets 0465695 230894290 14962677 18,309,374 26,714,459 5,809,993 99,246,488
Liabilities
Deposits from banks and other

financial institutions 500,251 - 12,283 - - - 512,534
Derivative financial instruments 35,024 154,991 53,197 163,044 136,796 - 543,052
Trading liabiliies - 6,413,093 948,438 379,744 - - 1,141,275
Deposits from customers designated

at fair value through profit or loss - 2,399,371 51,276 146,589 - - 2,597,236
Deposits from customers 16,443,371 37,599,310 3,333,873 461,774 - - 57,838,328
Certificates of deposit issued - 980,838 1,330,895 6,080,002 - - 8,391,735
Issued debt securities - - - 2,265,548 - - 2,265,548
Subordinated notes - - - 2,330,174 1,109,782 - 3,439,956
Other accounts and accruals 649,598 1,009,586 238,236 1212 3 460,303 2,364,998
Liabilities to policyholders under

insurance contracts - - - - 1,702,252 - 1,702,252
Currentincome tax liabilities - - 114,369 - - - 114,369
Deferred income tax liabilities - - - - - 98,320 98,320
Total Liabilities 17,628,244 48,557,189 6,082,567 11,834,147 2,948,833 558,623 87,609,603
Net liquidity gap (8,162,549) (24,662,899) 8,880,110 6475227 23,765,626 5,341,370 11,636,885
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24.  Maturity profile (Continued)

“EFERETA=ZT—H

As at 31 Dec 2005
ZHAME
=R - —FUE
e 51 BV Over FHE LENE
Repayable 3 months 3months  Over 1 year Over A fit
on demand orless to 1 year to 5 years 5years Undated Total

Assets
Cash and balances with banks

and other financial institutions 4,949,739 3,958,423 - - - - 8,908,162
Placement with banks and

other financial insfitutions maturing

between one and twelve months - 886,997 282177 - - - 1,169,174
Trading securities 185,408 2,824,038 1,798,892 1,180,212 902,000 920,443 7,810,993
Financial assets at fair value through

profit or loss - 1,331,772 47,391 - - - 1,379,163
Derivative financial instruments 689 23,398 60,630 17,998 51,746 12,514 166,975
Advances and other accounts 5,631,630 8,824,776 5513732 11,087,086 15,409,527 272,726 46,739,477
Available-for-sale securities 233,931 3,418,337 951,395 5599318 11,520,184 1,161,207 22,884,372
Held-to-maturity securities - 144,694 139,276 363,938 - - 647,908
Investments in associated

companies - - - - - 48,139 48,139
Investments in jointly controlled

entities - - - - - 30,184 30,184
Goodwill - - - - - 950,992 950,992
Intangible assets - - - - - 254,368 254,368
Premises and other fixed assets - - - - - 1,389,692 1,389,692
Investment properties - - - - - 362,690 362,690
Value of in-force long-term life

assurance business - - - - - 745,896 745,896
Current and deferred income

fax assets - - - 7,692 - - 7,692
Total Assets 11,001,397 21,412,436 8793493 18,256,244 27,883,457 6,148,851 93,495,877
Liabilities
Deposits from banks and other

financial institutions 235,946 9,302 10,500 - - - 255,748
Derivative financial instruments 2,99 86,736 19,840 116,682 275,486 - 501,636
Trading liabilities - 4,308,462 1,245,018 757,829 - - 6,311,309
Deposits from customers designated

at fair value through profit or loss - 1,701,212 107,221 95,847 - - 1,904,280
Deposits from customers 13,625,186 39,886,487 1,924,667 766,072 - - 56,202,412
Certificates of deposit issued - 1,352,174 2,628,175 3,732,948 - - 7,113,297
Issued debt securities - - - 2,287,095 - - 2,287,095
Subordinated notes - 975,689 - 1,163,265 1,151,388 - 3,290,342
Other accounts and accruals 797,016 892,220 284,024 5,206 1,006 17,774 2,197,246
Liabilities to policyholders under

insurance contracts - - - - 1,662,935 - 1,662,935
Current income tax liabilities - - 48,707 - - - 48,707
Deferred income tax liabilities - - - 104,334 - - 104,334
Total Liabilities 14,661,140 49,212,282 6,268,152 9,029,178 3,090,815 217,174 82,479,341
Net liquidity gap (3,659,743)  (27,799,847) 2,525,341 9,227,066 24,792,642 5,931,077 11,016,536
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absorbed by operations

For the six months ended 30 June

Operating profit after impairment charges
Impairment charges on loans and advances
Advances written off net of recoveries
Unwind of discount on loan impairment allowances
Depreciation
Amortisation of intangible assets
Interest expense on subordinated notes and

debt securities issued
Interest expense on certificates of deposit issued

Operating profit before changes in operating assets
and liabilities

Change in placements with banks and other financial
institutions maturing beyond three months

Change in securities measured at fair value through
profit or loss

Change in trading securities

Change in advances and
other accounts

Change in held-to-maturity securities

Change in available-for-sale securities

Change in value of in-force long-term life assurance
business

Change in deposits and balances of banks and other
financial institutions maturing beyond three months

Change in deposits from customers

Change in deposits from customers designated
at fair value through profit or loss

Change in liabilities designated at fair value through
profit or loss

Change in other accounts and accruals

Change in liabilities to customers under insurance
contracts

Exchange adjustments

Cash absorbed by operations

24

Reconciliation of operating profit after impairment charges to cash

2006 2005
735,013 600,659
75,315 31,022
(75,623) (57,359)
(1,925) (3,073)
44,514 32,416
18,924 -
135,959 71,679
161,824 60,012
1,094,001 735,356
- (235,000)
158,987 (110,272)
320,881 966,402
(2,269,755) (2,714,837)
143,733 75,559
(5,691,127) (2,095,529)
31,623 -
- (13,753)
1,635,916 63,444
692,956 706,419
1,429,966 2,012,059
81,471 (264,722)
39,317 -
12,857 3,961
(2,319,174) (870,913)




(X)) 2 W5 26. Segment reporting
G YRR BUR AR LI 2 Ay BEE B G UL Segment information is presented in respect of the Group’s business
segments:
REZZEZAEANZTHIEAEN
For the six months ended 30 June 2006
A S Wi R AT REEY
Personal ~ Commercial ~ M¥%EH  Insuance  KAMEH it wit
Banking Banking Treasury Business  Unallocated  Elimination Total
FLEMCA Interest income from
- IREFR ~external customers 812,656 810,876 754,251 40,770 29,739 - 2,448,298
- BIH ~ inter-segments 584,940 - 107 2,306 106,329 (693,682) -
FLELH Interest expense to
- MAER - external customers (888,266) (221,781) (321,136) 994 (10,740) - (1,440,929)
- BIHH - inter-segments (15335)  (44238)  (434,107) - @) 693,682 -
BREWA/ () Net interest incomel(expense) 493,995 344,857 (879) 44070 125,326 - 1,007,369
e YA ON Net fee and commission income 182,500 58,779 4123 32,546 7914 (43,533) 242,329
BEEMA R Net trading and other operating
BEEA/ () incomel(expense) 12,750 6,473 16,322 (43,797) 19,525 (386) 10,887
FRERA Net insurance premium income - - - 356,895 - - 356,895
EERA Operating income 689,245 410,109 19,566 389,714 152,765 (43,919) 1,617,480
(RBR % B 4 R IR Net insurance claims and movement
B A AARZZS in liabilties to policyholders - - - (190,251) - - (190,251)
RRBEE 2 EERA  Total operating income net of
insurance claims 689,245 410,109 19,566 199,463 152,765 (43,919) 1,421,229
EEI Operating expenses (382,861) (131,978) (28,719) (97.417) (19,785) 43919 (616,901)
MIREH R BB ERSE  Operating profit(loss) before impairment
il EERF/ (B8 losses on loans and advances 306,384 278,131 (9,153) 101,986 132,980 - 810,328
e Vet va it Impairment losses (charged)/reversed
(8 /T on loans and advances (25,210) (50,078) - (45) 18 - (75,315)
%G R B Etd / Operating profit(losses) before
(FR) iz EE gains(losses) on certain
A/ (ER) investments and fixed assets 281,174 228,053 (9,153) 101,94 132,998 - 735,013
B G 2 Net (loss) / gain on disposal
(B8 /s of fixed assets (12) - - 8 (5) - 9)
HEREATERZ TS Netgain on disposal of interests
in subsidiaries - - - - 189,443 - 189,443
BT EE A 2 F Net (loss) / gain on disposal of
(BfR) /leds available-for-sale securities (6) - 62,409 - 2,133 - 64,536
RS AR R R 2 2% Share of results of jointly controlled entiies - - - - 2,675 - 2,675
313 3 YNEPA & | Share of results of associated companies = - - - (9.465) - (9,465)
MBS 2 BEFE  Reversal of impairment losses
on available-for-sale securities - - 25,891 - - - 25,891
W 2 i 1 Profit before income tax 281,156 228,053 79,147 101,949 7,179 - 1,008,084
REEENEAAZTH  Asat30 June 2006
EEAG Total assets 24202495 26055178 42,465,710 3,729,966 2,793,139 - 99,246,488
BEA Total liabilities 48225549 11,662,468 24,608,449 2,401,022 712,115 - 87,609,603
HE_ZERE For the six months
ARZTHEAMA ended 30 June 2006
i Depreciation 26,780 9,299 2,090 3,035 3,310 - 44514
BRI Capital expenditure incurred 9,709 822 323 308 2,045 - 13,207
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26. Segment Reporting (Continued)
BEZZZHEAA=THIEAMA
For the six months ended 30 June 2005
T Ag17 HERTT (kb 7
Personal  Commercial BB T Insurance ~ KMEEH i B
Banking Banking Treasury Business  Unallocated Elimination Total

Interest income from

- external customers 491,690 353,715 403,019 12,281 14,918 - 1,275,623

- inter-segments 248,975 - - 1,329 66,124 (316,428) -
Interest expense to

- external customers (354,363 ) (67,589) (180,943) - (294) - (603,149)

- inter-segments - (69,479) (246,949) - - 316,428 -
Net interest income/(expense) 386,312 216,677 (24,873) 13,610 80,748 - 672,474
Net fee and commission

incomel(expense) 157,79 45,805 (3421) (29,811) 5,040 - 175407
Net trading and other operating

income 4123 138 69,796 79,768 31,246 - 185,071
Net insurance premium income - - - 416,414 - - 416,414
Operating income 548,229 262,620 41,502 479,981 117,034 - 1,449,366
Net insurance claims and movement

in liabilities to policyholders - - - (377,261) - - (377,261)
Total operating income net

of insurance claims 548,229 262,620 41,502 102,720 117,034 - 1,072,105
Operating expenses (325,423) (75,951) (31,160) (31,185) (7,727) - (471,446)
Operating profit before impairment

losses on loans and advances 222,806 186,669 10,342 71,535 109,307 - 600,659
Impairment losses (charged) / reversed

on loans and advances (23,099) (7,763) 65 (153) (72) - (31,022)
Operating profit before gains/(losses) on

certain investments and fixed assets 199,707 178,906 10,407 71,382 109,235 - 569,637
Net loss on disposal of fixed assets (228) (5) - - - - (233)
Net (loss) / gain on disposal

of available-for-sale securities (1) - 90,017 - - - 90,006
Share of results of jointly controlled

entities - - - - 900 - 900
Profit before income tax 199,468 178,901 100,424 71,382 110,135 - 660,310
As at 31 December 2005
Total assets 23,049,782 24685945 39,104,212 3,676,459 2,979,479 - 93,495,877
Total liabilities 46148503 10,795,679 22,772,599 2,156,968 605,592 - 82,479,341
For the six months ended

30 June 2005
Depreciation 21,047 4,956 1,215 1,850 3,288 - 32,416
Capital expenditure incurred 2,975 179 586 - 1,337 - 5,077
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26.

27.

Segment Reporting (Continued)

Personal banking business includes the acceptance of deposits from
individual customers and the extension of residential mortgage
lending, personal loans, overdraft and credit card services, the
provision of insurance sales and investment services.

Commercial banking business includes the acceptance of deposits
from and the advance of loans and working capital finance to
commercial, industrial and institutional customers, and the provision
of trade financing. Hire purchase finance and leasing related to
equipment, vehicle and transport financing are included.

Treasury activities are mainly the provision of foreign exchange
services and centralised cash management for deposit taking and
lending, interest rate risk management, management of investment
in securities and the overall funding of the Group.

Insurance business includes the Group’s life assurance and general
insurance businesses. Through the Group’s life insurance subsidiaries
in Hong Kong and Macau, the Group offers a variety of life
insurance products and services. The Group’s general insurance
business is conducted through a 51% owned joint venture operating
in Hong Kong and a 96% owned subsidiary in Macau.

Unallocated items include results of operations and corporate
investments (including properties) not directly identified under other
business divisions.

For the six months ended 30 June 2006 and as at 30 June 2006,
over 90% of the Group’s profit and close to 90% of the Group’s
assets respectively are originated from business operations based in
Hong Kong.

Related-party transactions

During the first half of 2006, the Group entered into various
continuing transactions with related parties including fellow
subsidiaries of the Group, companies directly or indirectly controlled
or significantly influenced by the shareholders or directors of the
Company. There were no material change in the terms of these
continuing connected transactions since the review by the Company’s
independent non-executive directors of related-party transactions of
the Group for the year ended 31 December 2005 and related
disclosure set out in the Group’s 2005 annual financial statements.
For the six months period ended 30 June 2006, all continuing
connected transactions were conducted in the ordinary and usual
course of business of the Group, on normal commercial terms, and
in accordance with the relevant agreements on terms that are fair
and reasonable and in the interests of the shareholders of the
Company as a whole.

The Company and its wholly-owned subsidiaries within the Group
received and incurred income and expense from the continuing
connected transactions (within the definition of Rule 14A.14 of the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”)) entered into with the
ultimate holding company and fellow subsidiaries during the period.
The aggregate values of these transactions are not material and are
well within the respective annual caps applicable to the Group under
Rules 14A.35(2) and 14A.36(1) of the Listing Rules.
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27.

28.

Related-party transactions (Continued)

The Group provides credit facilities to, and takes deposits from the
Group’s key management personnel, their spouses and companies
which the key management personnel have significant influence.
During the first half of 2006, there were no significant change in the
balances of these credit facilities and deposits as compared to 31
December 2005.

Key management personnel of the Company are executive directors
and there were no significant change to their remuneration terms
since 31 December 2005 in the six months ended 30 June 2006.

Risk management

A

28

Banking Group

The Group recognises the changing nature of risk and
manages it through a well-developed management structure.

Risk management is focused on the five major areas of risk —
credit risk, market risk, interest rate risk, liquidity risk and
operational risk. Credit risk occurs mainly in the Group’s
credit portfolios comprising commercial, wholesale and retail
lending, equipment and hire purchase financing, and treasury
and financial institutions wholesale lending.

Market risk arises mainly in Treasury and is associated
principally with the Group’s on-balance sheet positions in the
trading book, and off-balance sheet positions taken to hedge
elements of the trading book.

Interest rate risk means the risk to the Group’s financial
condition resulting from adverse movements in interest rates.

Liquidity risk arises across the Group’s balance sheet.

Operational risk is the risk of loss (direct or indirect) resulting
from inadequate or failed internal processes, people and
systems or from external events.

(@)  The risk management structure of the Group

The Board of Directors has the broad overall
responsibility for the management of all types of risk.
The responsibilities of the Board in relation to risk
control are:

. the approval of the overall strategy and policies
to ensure that credit and other risks are properly
managed at both the transaction and portfolio
levels;

. the management of risk, both financial and non-
financial, conducted through operational and
administrative control systems including the
operation of the Group Audit Committee; review
of key results (against forecasts), operational
statistics and policy compliance; and

. financial performance by analysis against
approved budgets and analysis of variations in
key non-financial measures.
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28.

Risk management (Continued)

A.

29

Banking Group (Continued)

(@)

(b)

The risk management structure of the Group (Continued)

The Executive Committee has been delegated the
authority to oversee and guide the management of
different risks which are more particularly managed
and dealt with by Group Risk and different functional
committees.

Group risk

The independent Group Risk function is responsible for
ensuring that policies and mandates are established
for the Group as a whole. Group Risk monitors and
reports the Group risk positions to the Board via the
Risk Management Committee and the Executive
Committee, sets standards for financial risks and data
integrity and ensures that the financial risks are fully
considered in the product planning and pricing process.
Group Risk reviews and approves all credit and risk
exposure policies for the Group including the approval
of exposures to new markets, economic sectors,
organisations, credit products and financial instruments
which expose the Group to different types of risks. In
determining risk policies, Group Risk takes into account
the guidelines established by the Hong Kong Monetary
Authority, business direction, and risk adjusted
performance of each business. Group Risk is also
represented on the lending or risk committees of the
Group’s operating divisions and businesses.

The Group’s risk management expertise continues to
advance the overall quality of the Group’s lending
portfolios, and enables the Group to meet the changing
regulatory requirements and enter into credit exposures
with the confidence that it understands the associated
risks and rewards.

The Group is continuing to evolve its risk management
capabilities under the aegis of the Head of Group Risk,
increasing the focus of its risk strategy on risk and
reward and returns on capital. The Group uses a range
of risk measurement and analytical tools in its
management of the various risks which it faces in its
day-to-day businesses and these are continually being
enhanced and upgraded to reflect the ever-changing
business needs and the requirements of the regulators.
The Risk Management and Control function is part of
Group Risk and reports directly to the Head of Group
Risk. Each business credit risk department functionally
reports to the Head of Group Risk.
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28.

Risk management (Continued)

A

30

Banking Group (Continued)

(c)

(d)

Business division credit committees

Each of the operating divisions of the Group has its
own credit or risk committee responsible for approving
and recommending policies, limits and mandates for
risk control within their respective business areas. This
is consistent with the Group’s approach of devolving
responsibility for risk management to the individual
business areas under the aegis of the Group Risk
function.

Strategy in using financial instruments

The Group accepts deposits from customers at both
fixed and floating rates, and for various periods, and
seeks to earn positive interest margins by investing
these funds in high-quality assets. The Group seeks to
increase these margins by consolidating short-term
funds and lending for longer periods at higher rates,
while maintaining sufficient liquidity to meet all claims
that might fall due.

The Group also seeks to raise its interest margins by
obtaining above-average margins, net of allowances,
through lending to commercial and retail borrowers
with a range of credit standing. Such exposures
involve not just on-balance sheet loans and advances,
as the Group also enters into guarantees and other
commitments such as letters of credit and performance,
and other bonds.

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

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

Credit risk

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

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

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

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

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

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

Irrespective of whether collateral is taken, all credit
decisions are based upon the customer’s or
counterparty’s cashflow position and ability to repay.

(e)(i) Derivatives

The Group maintains strict control limits on net
open derivative positions (i.e., the difference
between purchase and sale contracts), by both
amount and term. At any one time, the amount
subject to credit risk is limited to the current fair
value of instruments that are favourable to the
Group (i.e., assets where their fair values are
positive), which in relation to derivatives is only
a small fraction of the contract, or notional
values used to express the volume of instruments
outstanding. This credit risk exposure is managed
as part of the overall lending limits with
customers, together with potential exposures
from market movements. Collateral or other
security is not usually obtained for credit risk
exposures on these instruments, except where
the Group requires margin deposits from
counterparties.
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Credit risk (Continued)

(e)(ii) Master netting arrangements

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

(e)(iii) Credit-related commitments

The primary purpose of these instruments is to
ensure that funds are available to a customer as
required. Guarantees and standby letters of
credit — which represent irrevocable assurances
that the Group will make payments in the event
that a customer cannot meet its obligations to
third parties — carry the same credit risk as
loans. Documentary and commercial letters of
credit — which are written undertakings by the
Group on behalf of a customer authorising a
third party to draw drafts on the Group up to a
stipulated amount under specific terms and
conditions — are normally collateralised by the
underlying shipments of goods to which they
relate and therefore carry less risk than a direct
borrowing.

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

An analysis on the breakdown of the Group’s
principal credit risk, as reflected in the Group’s
loan portfolio by industry sector is set out in
Note 14.
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Market risk

Market risk is the risk of losses in assets, liabilities and
off-balance sheet positions arising from movements in
market rates and prices. Generally, the Group’s market
risk is associated with its positions in foreign exchange,
debt securities, equity securities and derivatives in the
trading book.

Market risk exposure for different types of transactions
is managed within risk limits and guidelines approved
by the Group’s Asset and Liabilities Management
Committee (“ALCQO”) and the Treasury Risk Committee.
The overall risk limits comprise sub-limits for each of
the different risk categories which are, interest rate,
foreign exchange and equity prices. Exposures are
managed and monitored by a combination of risk
management techniques including position limits, stop-
loss limits, notional and principal amounts, sensitivity
limits and value-at-risk (“VaR”"). All market risk trading
positions are subject to daily mark-to-market valuation,
monitored and managed by Treasury. Independent
monitoring, valuation, checking and trade confirmation
are undertaken by the Risk Management and Control
Department (‘RMCD”), which as part of Group Risk, is
independent of the Treasury Division. RMCD, through
the daily risk monitoring process, measures risk
exposures against approved limits and initiates specific
action to ensure the overall and the individual market
risks are managed within an acceptable level.

The Group’s Internal Audit function performs regular
independent review and testing to ensure compliance
with the market risk limits and guidelines by Treasury
and other relevant units. All exceptions to approved
limits have to be reviewed and sanctioned by the
appropriate level of management or ALCO.

The Group uses VaR statistical technique to estimate
the potential losses that could arise on risk positions
taken, due to movements in foreign exchange, interest
rates and equity prices over a specified time horizon
and to a given level of confidence. The model used by
the Group to calculate portfolio and individual VaR on
a variance/co-variance basis uses historical movements
in market rates and prices, a 99% confidence level and
a 1-day holding period.
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(W) MBI R (4) A.  Banking Group (Continued)
O WHRE () () Market risk (Continued)
BB A A& TR 2 i B The VaR for the various types of exposures in the
HWF - trading book were as follows:
ZEEAE SRR
AHZ+TH +ZA=+—H
As at As at
30 Jun 2006 31 Dec 2005
HOE B2 R 2 JE Interest rate risk trading exposures 1,054 1,981
A ' A 2 JE B Foreign exchange trading exposures 833 13
FEEER AR Credit trading exposures 1,535 -
R 2 T B Market risk trading exposures 3422 2,094
Wk, RO T Average VaR for the period / year
Jal B (L 2,594 3,034
AEMEBRE ZENEAAZ The average daily revenue earned from the Group’s
FH RS A - B8 AR market risk related treasury activities in the six months
B U o B A i i 8 ended 30 June 2006 was HK$378,000 (2005:
H %£378,000%5 76 (. F & H4F ¢ HK$494,000) and the standard deviation for such daily
494,000%s t) > JL R HE & R revenue was HK$3,363,000 (2005: HK$5,509,000).
3,363,000% ot (%% AL AF ¢ The following are the average daily revenue and the
5,509,000 78) » HEAH=1H standard deviation for daily revenue analysed by
WEAMHZ FEZ S HEHKEA principal dealing activities for the six months ended 30
PRy g SRR AT IR June:
B H P -3
Average daily revenue Standard deviation
2006 2005 2006 2005
HMIERE ) Foreign exchange dealing 332 775 3,273 5,694
FHEESR Credit trading 10 (35) 446 -
H %55 5 Interest rate dealing 36 (246) 619 1,505
I B L A B A A i The following histograms show the frequency of daily
A E I revenues related to market-risk activities:
BEZZZANEAHZTHIEARA
For the six months ended 30 June 2006
2+ 73
22(]
2 4
m 4
18 17
16 - —
2 14 12
®3 I
=% 12 — Il
S 5 = 10
Z 10- =
- 8
8- 7 =
6
6 -
A 4
4 3
1 2 2
2 1T
0

UL LR UL IS LS U U U U U SR
2321194147151431419 7 5 3 41 1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31

WA (HE#EL)

Revenue (HK$ million)
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h  WGEE (F) (f)  Market risk (Continued)
WEZZZHAFEANA =T HIEAHEA
For the six months ended 30 June 2005
16
16
14 13
il 12
121 i
% 10 gy 9
kel 8
2 sl sllILILAIL
A\NHUOLHLLI L4 4
4] 3
2
1 1| 2 1 1
G|||||||||||||||| T |||||||||||||||||||||||||”|-
23-21-19-17-15-13-11-9 -7 -5 3 -1 1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31
HeA (F i)
Revenue (HK$ million)
W ZEZEREANA=ZTHIER During the six months ended 30 June 2006, the
AR w8 H I8 459,732,000 highest daily gain was HK$9,732,000 (2005:
Wt (ZFEFHAF 32,449,000 HK$32,449,000) and the maximum daily loss was
J6) > HOK L H T 458,882,000 HK$8,882,000 (2005: HK$22,885,000).
T ZEETAE ¢ 22,885,000
TT) o
(@ SRR (9) Currency risk
W 2550 SR TT A - AR A R A 1Y The Group has limited net foreign exchange exposure
FOME R AR B Ay (except for USD and AUD) as foreign exchange
J5 52 5 5 B S RERE A A BE positions and foreign currency balances arising from
o e A& F 22 5 5 customer transactions are normally offset against other
fﬁ 555 FLARAKSH o VBB customer transactions or transactions with the market.
nm] a A S AR S The net exposure positions, both by individual currency
4 1 A 4R [ O A S A A and in aggregate, are managed by the Treasury of the
%E‘Jﬁl\[@f‘ﬁ%ﬁﬁﬂ o Group on a daily basis within established foreign
exchange limits.
H RN ESRE TG > Long-term foreign currency funding, to the extent that
T B AR N s g A A this is used to fund Hong Kong dollar assets, is
A H08 Wh DLBAR S RE JE B o normally hedged using currency swaps or forward
exchange agreements to reduce the foreign exchange
risk.
() AR (h)  Interest rate risk

AN S [ AR 1 1 2R LB 3‘—:%&
VR DAY Bl ) SR AT 0 il
BRI WA BHRRE - ﬂ
KT NS > Rl L KF
FLB M AN & X B 3l B %
T E 14 LSS S o e i 2 R 22
T35 R 25 1 30 38 Bk B 28 2 R 4
IREEEENEE  ABLE
?Eﬁ%%hﬁmm@@ﬁ #
T 5 AR 1 N -

36

The Group’s interest rate risk mainly arises from the
funding of fixed-rate loans and investments in fixed
income securities by floating rate deposits. When
interest rates rise or fall, the interest spread and net
interest income will be affected as interest income
generated by the existing fixed-rate loans or securities
will not change. In addition to changes in earnings, the
variations in market interest rates will also affect the
economic values of the Group’s assets, liabilities and
off-balance sheet positions, which can, in turn affect
the net worth of the Group.
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(i)

Liquidity risk

The Group manages its liquidity on a prudent basis to
ensure that a sufficiently high liquidity ratio relative to
the statutory minimum is maintained throughout the
year. The average liquidity ratio of the Group during
the year was well above the 25% minimum ratio set by
the Banking Ordinance.

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

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

Details of the Group’s assets and liabilities analysed
into relevant maturity groupings based on the remaining
period at balance sheet date to the contractual maturity
date are shown in Note 24.

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

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

Liquidity requirements to support calls under guarantees
and standby letters of credit are considerably less than
the amount of the commitment because the Group
does not generally expect the third parties to fully draw
funds under the agreement. The total outstanding
contractual amount of commitments to extend credit
does not necessarily represent future cash
requirements, as many of these commitments will
expire or terminate without being funded.
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Operational risk

The Group manages operational risk at department
level under respective businesses within a structure
coordinated by the Operations Division with reporting
to senior management. Since 2003, the Group has
started the operational risk incident reporting and
tracking of operational loss data.

A dedicated operational risk management function has
been established to drive and implement the operational
risk project of the Group with the objective to improve
operations quality, internal control process and to meet
the Basel Il requirements. The function is responsible
for promoting the operational risk control culture, and
providing support to various departments in
implementing and complying with the operational risk
management policy and requirements.

Insurance Group

The Group’s insurance business is exposed to multiple risks,
including insurance risk, product risk, investment risk and
business risks. We believe that effective risk management is
an integral part of our insurance business’ control process
and operations, and that effective control of risks assists to
maintain the profitability and stability of our business.

The key risks of our insurance business and related risk
control process are as follows:

(@)

Insurance risk

The Group’s insurance operation is in the business of
underwriting insurance risk and retains various
maximum amounts per risk or event dependent on the
type of risk with the excess being reinsured through
various reinsurance and related agreements which are
regularly reviewed. Catastrophe cover arrangements
are also in place for Dah Sing Life Assurance
Company Limited (“DSLA”) and Dah Sing General
Insurance Company Limited (“DSGI”) whereby a number
of claims relating to a specific incident in aggregate
would represent a material risk to the Group are
reinsured.

Underwriting and claims practices and procedures are
documented and reviewed. External independent
actuaries are engaged to evaluate the adequacy of the
insurance reserves.
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Insurance Group (Continued)
(b)  Product risk

New products and major revisions to existing products
undergo a product approval process with the profitability
being reviewed and where appropriate assessed by
internal and external independent actuaries.

(¢) Investment risk

Our investment practice is to maintain a conservatively
invested portfolio which attempts to maintain value
whilst matching assets and policyholder liabilities as
appropriate, by yield, duration and currency taking
account of the associated risks, taxation and regulatory
requirements.

(d) Business risks

DSLA and DSGI follow the policies and procedures of
the Group in assessing business risk in terms of
contingency and interruption planning as well as
providing training for staff and agents to comply with
the relevant rules and regulations covering their
businesses. Macau Insurance Company Limited and
Macau Life Insurance Company Limited, insurance
subsidiaries newly acquired by the Group at the end of
2005, have their own policies and procedures to
comply with the relevant requirements in Macau.

The role of Internal Audit

The Group’s Internal Audit Division is an independent,
objective assurance and consulting unit, which is designed to
focus on enhancing and sustaining sound internal control in
all business and operational units of the Group. The Division
reports functionally to the Group Audit Committee, which is
chaired by an Independent Non-Executive Director. The
Division conducts a wide variety of internal control activities
such as compliance audits and operations and systems
reviews to ensure the integrity, efficiency and effectiveness of
the systems of control of the Group.



B & FINANCIAL RATIOS
BREZEAE HE-EFLF
AA=ZTHIE AH=ZTHIE
AWHA AR A
For the For the
six months ended  six months ended
30 June 2006 30 June 2005
FALEAA B A Net interest income/operating income 70.6% 62.7%
A E A L 2 Cost to income ratio 43.2% 44.0%
BB (57 3G%)  Loan to deposit (including certificates of
% deposit) ratio 66.8% 69.7%
¥ 488 B4Rk (Ff 7 F)  Return on average total assets (Note 1) 1.0% 1.1%
- 15 JBE & 42 [ ¥ (W7 ') Return on average shareholders’ funds (Note 1) 10.8% 10.1%
RS I S B R (B AE ) Dividend payout ratio (Note 1) 34.8% 38.8%
FE = Net interest margin 2.46% 2.06%
i Note:
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1% #1538,900,0009% 7T (A 5 A 3 B IH A i 4
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it F1] 189,400,000 70) 71 & -
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FEERFEHR FFANETAZR (BB D) 5§
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P ZFRFANEA AR (BRI B R
545 R I A PBE R 4% b 2 R e

W 5 e IR R X il
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EFEANEAA TR (RBR) (EHFE
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AFMRE - AR =ZFZARELA TR (R
SO0 C) T DT o LA A A T I A R A
RRERBERRER - AZRESMFL L
AP RE R TARA A > AL F Z B
BRCIE MR F T -

1. The normalised attributable profit of HK$538.9 million, excluding
profit realised mainly on the placing of 3.6% interest in DSBG
totalling HK$189.4 million, is used in calculating the profitability and
dividend payout ratios for the six months ended 30 June 2006.

INTERIM DIVIDEND

The Directors have declared an interim dividend of HK$0.75 per
share for 2006 payable on or after Tuesday, 3 October 2006 to
shareholders whose names are on the Register of Shareholders at
the close of business on Friday, 29 September 2006.

CLOSING OF REGISTER OF SHAREHOLDERS

The Register of Shareholders will be closed from Monday, 25
September 2006 to Friday, 29 September 2006, both days
inclusive. In order to qualify for the interim dividend, all transfers
accompanied by the relevant share certificates must be lodged with
the Company’s Registrars, Computershare Hong Kong Investor
Services Limited, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Hong Kong for registration not later than 4:00 p.m. on Friday,
22 September 2006.

40



LY L2

e & AN e p N UL ATE 3
3 T AR 2 O R R A Y AR S LAY W TE
Wl > BMA 2R E IE (B ) ARA A (HRRE
BB ) BOR PP S RAT (TR 2 dRAT ) 2 %
B oo Rt AW 2 S ASE [ I8 48 SIS R
TR > BRI BT o FEA G
MG AERZEEEHN _FERFE T A
K2 LA = T HEHB s —FENFAH
=tHzZ@ELWE LRSI -

B a%E M N EEH S SRR SER > K
BHEHEECH ZFEREANA =T HATH
BRI RIT AR A (TRHRAT]) - 1hRE
WHs 2 B TO#BEIHMT > MILEBEHE
SEARBKHMATEA - WBEAGHRBERER
W ERERAER 2t - R 1RE
s 2 T A ERK A DO T LA T > AR
W F LA LA ARG T8
WU BB TR 2 AR o

TR > WP R SERAT AMET EAL > TERHTR
TR EATRRA A (R AT S ) R ISR R &
LA R S R — B AR R RN
A AN B ROR R A 2 W PR B A ]
TRFD R B A7 BR S ) B W F N 35 BR B A PR 2 )
T ANT o WK AR E A L R
B> WLF I S ST R A B T S T
A Al BT A2 2 M LB BTN E R
o WM OR R ) RPN R B A A 2 AR
Bl A 0 2 T AR

AR T MR B LI R R R AR
B O A TS S R B A B > R R
S5 T VP T ST (B4 VRO B O I 2 7))
ZEEERMADRESAEBERAN A -

A B R R P B i 2 2E R > BRI TR
TR DU AR AR AL L A 2 R 4R Bk A
i Al O 4R A AR N R 2 s o A%
I 5 A R M ] 05 T AT g o ) 8R4 S B
BEEMEZBGRCHFFERENER -

CORPORATE AND BUSINESS OVERVIEW

The first half of 2006 was a period of consolidation for our Group,
during which we devoted significant effort to the integration of the
two acquisitions made in 2005, namely Pacific Finance (Hong
Kong) Limited (“PF”) and Banco Comercial de Macau (“BCM”). We
also continued to grow organically, with increases in both loans
and deposits, not including the effects of the acquisitions. Including
the effects of the acquisitions, our total assets grew from HK$93.5
billion as at the end December 2005 to over HK$99 billion as at 30
June 2006.

The major part of the consolidation of PF was completed during the
period, with the transfer of all of the loan assets to Dah Sing Bank,
Limited (“DSB”) before 30 June 2006. PF staff have been
transferred to DSB, and the PF business has now been fully
integrated with those of DSB. This has given rise to operational
cost savings for PF in the order of 40% on an annualised basis.
The net profit contribution from PF in the period was HK$45 million
which was slightly lower than that of the first half of 2005, when a
fair value gain of HK$20 million on financial derivatives was
reported.

BCM was also reorganised during the period under review, with a
transfer of the two insurance companies held under BCM, Macau
Insurance Company Limited and Macau Life Insurance Company
Limited, to the Company being completed on 26 May 2006,
following unanimous approval by the independent shareholders of
Dah Sing Banking Group Limited (‘DSBG”) in a general meeting.
All of our Macau businesses have performed well during the
period, with an increase in profit of 49% to MOP56 million (prior to
adjusting for the amortisation of intangible assets) for BCM, and a
doubling in net profit to MOP20 million for Macau Insurance and
Macau Life Insurance combined.

The overall contribution of PF and BCM including the Macau
insurance subsidiaries, after adjusting for the amortisation of
intangible assets and the interest income foregone on the
acquisition capital paid in 2005, was earnings enhancing in the
period.

We continued with the expansion of our Mainland China business,
submitting an application to conduct Renminbi business at our
branch in Shenzhen, following two years of profitable operation
after its establishment in mid-2004. We are also in the final stages
of preparing an application to the China Banking Regulatory
Commission for our second branch in the Mainland.
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CORPORATE AND BUSINESS OVERVIEW (Continued)

Domestically in Hong Kong, loan growth remained slow, particularly
in the retail banking business, and our treasury business experienced
challenging conditions with a flat or even inverted yield curve, and
rising short-term interest rates and higher funding costs, as well as
tight credit spreads on bond assets during the period. However, our
net interest margin benefited from the wider Prime-Hibor spread
prevailing in the market in the first half.

Our Hong Kong life assurance business reported an increase in net
profit of 20% to HK$81 million, mainly resulting from a higher net
regular premium income after claims and actuarial reserves during
the period. Operating performance was strong, whilst investment
performance for the period was relatively weak, in part due to the
correction in global equity markets experienced in the second
quarter.

In February 2006, the Company announced that it had placed a
further 3.6% of the shares in DSBG in order to restore the public
float of DSBG to above the 25% level. The public float of DSBG is
currently at the 25.1% level. This placement raised approximately
HK$506 million for the Company, and generated a profit on
disposal of HK$189 million.

FINANCIAL REVIEW

Local economic conditions, despite rising interest rates and higher
fuel costs, were generally favourable in the first half of 2006 with
strong growth in GDP and further easing in unemployment. The
stronger GDP performance was underpinned by continued increase
in domestic consumption and exports.

Profit attributable to shareholders of the Group for the six months
ended 30 June 2006 was HK$728 million. If the HK$189 million
exceptional gain arising from the Company’s placement of 3.6%
interest in DSBG booked in the period was excluded, the
normalised attributable profit would be HK$539 million, which
represented an increase of 17% when compared with the first half
of 2005. The increase was driven mainly by higher operating
income.

Net interest income in the first half of 2006 increased by 50% to
HK$1,007 million from HK$672 million in the same period last year.
The strong increase was the result of (1) wider Prime-Hibor spread,
(2) higher average loan balance and (3) contribution from PF and
BCM (their results in the first half of 2005 were not included as they
were acquired in the latter part of the second half of 2005). The
impacts of these positive factors more than outweighed the
negative impact of rising funding costs to net interest income
generated by the fixed-rate assets. The net interest margin of our
Banking Group widened to 2.46%, up from 2.06% and 1.98% in the
first half and full year 2005 respectively.
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FINANCIAL REVIEW (Continued)

Relatively benign HK$ money market conditions helped contain the
rise in HK$ interbank interest rates, despite steady increases in
US$ short-term rates during the first six months of 2006. A wider
Prime-Hibor spread was particularly favourable for loans priced on
a Prime rate basis. PF and BCM made a meaningful contribution to
net interest income after adjusting for the interest income foregone
on the acquisition capital paid in 2005.

Net fee and commission income increased by 38%. The main
causes were higher loan fee and commission income from the
organic growth of our Commercial and Retail banking businesses,
and higher income from wealth management and investment
services, particularly stronger commission income on higher unit
trust sales. The consolidation of PF and BCM net fee and
commission income also helped to boost the overall increase.

Net trading income decreased significantly due to more difficult
investment market for our treasury trading, and net fair value
losses on financial liabilities designated at fair value through profit
or loss. The relatively weak investment returns of our insurance
business, due to the weak equity market performance in the
second quarter, also depressed trading income.

New sales of insurance policies were lower than the first half of
2005 due to the absence of sales of single premium policies, which
had been a popular product in the first half of 2005. Higher interest
rates at mid 2006 relative to 2005 led to a positive impact on the
reserving for actuarial liabilities to policyholders so that overall
insurance premium income net of insurance claims and liabilities to
policyholders was significantly higher than the same period in
2005. The continuing good persistency of existing business as well
as the new sales of regular premium policies contributed to the
stronger insurance operating performance during the period.

Other operating income decreased substantially in the period,
caused mainly by a reduction in the embedded value of our life
insurance business in Hong Kong, which mainly reflected the
impact of the higher interest rates used for calculating the actuarial
reserves. The other operating income of our banking businesses
recorded a stronger performance.

Operating expenses rose 31% mainly as a result of consolidating
the expenses of PF and BCM acquired in the second half of 2005
and the amortisation costs for the intangible assets recognised on
these acquisitions. Excluding these expenses and on an organic
growth basis, operating expenses increased by 6% as compared to
the first half of last year.
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FINANCIAL REVIEW (Continued)

Cost income ratio in the period was 43.2%, lower than 44.0% in the
same period last year.

Operating profit before loan impairment charges was HK$810
million, up 35% relative to the first half of 2005.

Higher loan impairment charges were recorded in the period, partly
resulting from a higher average loan balances, and higher
individual impairment allowances required on a number of
Commercial Banking, transport and equipment finance customers.
The consolidation of the loan portfolios of PF and BCM did not lead
to any material effect in our overall loan losses in the period.
Overall credit quality remained strong, as demonstrated by the
continuing low impairment loan ratio of 0.68%, and a total overdue
and rescheduled loan ratio of 0.99% as of 30 June 2006.

Operating profit after impairment charges was HK$735 million,
29% higher when compared with the first six months in 2005.

An exceptional gain of HK$189 million was realised on the placing
of 3.6% interest in DSBG held by the Company in February 2006 to
raise DSBG's public float to 25.1%.

The net gain on the disposal of available-for-sale securities in the
period was HK$65 million, a decline of 28% when compared with
the first half of 2005. The continued increases in the US interest
rates had an adverse impact on our bond portfolio and reduced the
opportunities for us to realise securities disposal gains.

The full recovery in the period of a bond investment (downgraded
to sub investment grade in the past few years) enabled us to fully
write back the HK$26 million impairment allowance made on this
investment.

Profit before income tax in the period was HK$1,008 million. If the
HK$189 million exceptional gain booked on the placing of the
DSBG shares was excluded, a growth of 24% in the normalised
profit before income tax was achieved relative to the same period
last year.

The higher amount of profit attributable to minority interests mainly
reflected the increase in minority shareholders’ interests in DSBG
after the share placing made by the Company in February 2006.

Profit attributable to shareholders, normalising for the HK$189
million exceptional gain related to the DSBG share placing, would
be HK$539 million, an increase of 17% when compared with the
first half of 2005.
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FINANCIAL REVIEW (Continued)

As at 30 June 2006, the Group’s total gross loans and advances
amounted to HK$46,215 million, up 2.9% relative to the end of last
year. Growth was recorded mainly in the Commercial Banking
sector, and was led by trade finance, syndicated loans and
property lending. The overall Retail Banking loan portfolio
experienced a mild growth, with the increase coming mainly from
consumer loans (including personal loans and overdraft) which
were 13.5% higher when compared with 31 December 2005.

Customers’ deposits including structured deposits totalled
HK$60,436 million, an increase of 4.0% relative to the end of 2005.
Issued certificates of deposit amounted to HK$8,392 million of
which retail certificates of deposit accounted for HK$3,203 million.
Other issued debt securities totalled HK$2,266 million. The loan to
deposit ratio decreased from 68.2% as at 31 December 2005 to
66.8% as at 30 June 2006.

DSB exercised its call option to fully redeem its first US$125 million
subordinated debt (issued in March 2001) in March 2006. To
strengthen its tier 2 capital base to support business growth, DSB
issued a new US$150 million 10-year subordinated debt (callable
after 5 years) in June 2006.

As at 30 June 2006, the total value of in-force long-term life
assurance businesses as calculated in conjunction with the
independent actuary was HK$714 million, a decrease of HK$32
million, or 4.2%, relative to the end of last year.

PROSPECTS

The Hong Kong economy has continued to experience solid growth
during the first half of 2006. However, domestic loan growth,
particularly in the retail banking segment, has remained relatively
slow. Whilst we expect to continue to see further growth in the
Hong Kong market in the second half of the year, it is uncertain at
this stage whether it will accelerate to any significant degree. The
continuing decrease in the unemployment rate is likely to be of
assistance in maintaining an acceptable level of credit cost in the
retail banking business. Whilst we have experienced generally
continuing good credit quality in the commercial lending business
in the first half of the year, it is less certain whether this will
maintain in the second half of the year, particularly if there is any
meaningful slowdown in Hong Kong or China’s major export
markets. Our treasury business is likely to see a continuing
challenging environment in the second half of the year due to the
expected flat yield curve.
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PROSPECTS (Continued)

The market in Macau continues to be robust, and we expect that in
the second half of the year, the rate of growth in BCM’s loan book
in Macau will be faster than that of DSB in Hong Kong. We have
noted significant construction activity continuing in the market, and
several of the new casino and hotel projects that have been under
construction will begin operation in the second half of the year.

We are currently examining ways in which to accelerate our
development in the Mainland China market, both through the
expansion of our branch network and through possible investments
or joint venture arrangements in line with our strategy. We expect
to be able to report progress on our second China branch
application by the year end.

Overall, we remain committed to our strategy of growth and intend
to continue to seek to make full use of any opportunities to grow in
our domestic Hong Kong market, in Macau and in the Mainland
market in the years to come.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS

At 30 June 2006, the interests of the Directors in the shares,
underlying shares of equity derivatives and debentures of the
Company and its associated corporations (as defined under
section 308 of the Securities and Futures Ordinance (“SFQ”))
recorded in the register of directors’ and chief executives’ interests
and short positions required to be maintained under section 352 of
the SFO and 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:

e

T AR R i (E 29 T

Director

Number of ordinary shares of

A 8 7 i £ HK$2 each in the Company
FAFEO David Shou-Yeh Wong ©
JE L OBE. 1P, Chung-Kai Chow 0.B.E. J.P.
Ji et John Wai-Wai Chow
Peter G. Birch CBE. Peter G. Birch CB.E.

g Roderick Stuart Anderson
PN Number of ordinary shares of
HRAFRMREEEL  HK$1 each in Dah Sing
1 8 4 i M O Banking Group Limited

FAFE David Shou-Yeh Wong
JE L #O0BE. 1P, Chung-Kai Chow OBE. J.P.
JF et John Wai-Wai Chow
RIpfEo Nicholas John Mayhew ©)

400 I I B

Number of ordinary shares
At EER AL RA
B B % ZHMK
A B % RO JofbhEd:  Total Interests % of
Personal Corporate Other  in Number of Issued
Interests Interests " Interests Ordinary Shares  Share Capital
- 4,476,219 93,596,049? 98,072,268 39.22
661,462 8,524,272 - 9,185,734 3.67
821,370 - - 821,370 0.33
50,000 - - 50,000 0.02
60,131 - - 60,131 0.02
- 697,969,170 - 697,969,170 74.94
130,135 1,677,054 - 1,807,189 0.19
162,970 - - 162,970 0.02
20,000 - - 20,000 0.00
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
(Continued)

Notes:

M

The corporate interest is in respect of shares held by a company in
which the director has an interest of one third or more.

Such shares are indirectly held by HSBC International Trustee
Limited, a trustee of the discretionary trust established for the benefit
of David Shou-Yeh Wong and his family.

As at 29 August 2006 when the interim results were announced,
David Shou-Yeh Wong was interested in 98,084,268 shares of the
Company, representing 39.22% of the relevant entire share capital
in issue.

Such shares in Dah Sing Banking Group Limited (‘DSBG”) represent
the corporate interest of David Shou-Yeh Wong under Part XV of the
SFO by virtue of his indirect interest in the shares of the Company,
which held a controlling interest of 74.94% in DSBG.

In addition to his interest in DSBG, Nicholas John Mayhew is also
beneficially interested in all of DSE Investment Services Limited’s
(“DSE”) preference shares in issue totalling HK$700. DSE, a wholly
owned subsidiary of the Company, is currently dormant.
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DIRECTORS’ INTERESTS

Pursuant to the Share Option Schemes (the “Schemes”) of the
Company and its associated corporation, certain Directors of the
Company and major operating subsidiaries were granted options
under the Schemes. Details of the share options outstanding as at
30 June 2006 which have been granted under the Schemes are as

follows:
8 LT
Number of share options
j# LIRS j#
RN /RY ZRFRE
~A—=0 BAKP WAfE Lapsed AHZTH i
#f  Granted Exercised cancelled #H O GEM BTN Exercise period
Heldat ~ duing  duing  during  Heldat  Exercise Grant i £
11112006 the period the period the period 30/06/2006 price date From To
Wi (0/0/%) (8/8/%) (1/R0/%)
HKS  OMY)  (OMY) (DY)
A o B Share Option Scheme of
the Company
¥ Director
wER Hon-Hing Wong (Derek Wong) 1,000,000 - - - 1,000,000 5171 25082005 25/8/2006  25/8/2011
Tk Gary Pak-Ling Wang 400,000 - - - 400,000 5171 25/8/2005  25/8/2006  25/8/2011
413 Roderick Stuart Anderson 250,000 - - - 250,000 5171 25812005  25/8/2006  25/8/2011
FEfE Nicholas John Mayhew 250,000 - - - 250,000 5171 25812005  25/8/2006  25/8/2011
EgO An Employee® 250,000 - - - 250,000 5171 250812005  25/8/2006  25/8/2011
K47 M2RHE  Share Option Scheme of
it # DSBG

I & 45t Aggregate of employees
F-% First tranche 500,000 - - - 500,000 16.70 25/11/2004 251112005 25/11/2010
AW Second tranche 550,000 - - - 550,000 1440  25/8/2005 25/8/2006  25/8/2011
BEW Third tranche 250,000 - - - 250,000 14.32 301212005 30/12/2006 30/112/2011
i Notes:
() FZHEFB TR T &REANZ A L E R (1) All the above share options granted to the grantees under the

@

©)

)

AL AR T HOR Rt — SRR AR A5 1 46 5 4F A £
FEPHREA > AR ERT HEE 4
12 225 S 52T S0 10T ] AR R SRR AT 08

T FTANEANA =T HIEANMWA B > &
SR M MR N T 2 R TR
R E 2 N £ R 2GR IR -

HRATEZ AT BRI E ZFTREN
A=ZFHHIEAMABE  ARFAERT 4R
BYRAT M GB BHE R SR (R 32 B)) - A
REAATERREMBAFANES WAHE
S AR D ) B A S A ) TR (R B -

FRULE BT8R » 1 ZFFNEAH = A Ik
PSR TR o A2 TG BT AR A L 5
A T A SRR W S 2 HER i 7R A ]
N AT 2 A HER

Schemes can be vested evenly over specific number of years varied
by tranches of grant on yearly basis after one year from the dates of
grant up to the expiry of exercise period of respective tranches of
grant.

During the six months ended 30 June 2006, none of the grantees
under the Schemes were granted share options exceeding respective
individual limits as prescribed under the Listing Rules.

Set out under this item are particulars (and movements) during the
six months ended 30 June 2006 of the Company’s outstanding
share options granted to an employee, who is a director of the
Company’s major operating subsidiaries and is working under
employment contracts that is regarded as “continuous contracts” for
the purposes of the Employment Ordinance of Hong Kong.

Except as disclosed above, no option to subscribe for equity or debt
securities of the Company has been granted to, nor have any such
rights been exercised by, any person during the six months ended
30 June 2006.
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DIRECTORS’ INTERESTS (Continued)

All the interests stated above represent long position. As at 30
June 2006, none of Directors of the Company held any short
positions as defined under the SFO which are required to be
recorded in the register of directors’ and chief executive’s interests
and short positions.

Apart from the above, at no time during the six months ended 30
June 2006 did the Company or its subsidiaries a party to any
arrangement to enable the Directors of the Company nor their
spouses or children under 18 years of age to acquire benefits by
means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.

SHAREHOLDERS’ INTERESTS

At 30 June 20086, the register of shareholders’ interests in shares
and short positions maintained under section 336 of the SFO
showed that the Company had been notified of the following
interests, which are in addition to those disclosed above in respect
of Directors, being 5% or more held in the shares and underlying
shares of the Company.

GEiR:g L
I Tk £6)
Total Interests ~ BAZH 4 It
&b in Number of % of Issued
i Shareholder Capacity Ordinary Shares ~ Share Capital
THRER Christine Yen Wong WHRBHARRERFER
i A A i
Deemed interest by virtue of her spouse
having a nofifiable interest 98,072,268 39.22
TR PR {5 sE AT A A HSBC International Trustee Limited FEINEI L
Trustee and corporate interest 92,199,482@) 37.09*
DSI Limited DS| Limited fE RN Sk P 4
Trustee and corporate interest 46,046,356 1841
DSI Group Limited DSI Group Limited {7 st A SOk fE 25
Trustee and corporate interest 35,061,7500) 14.02*
=% F A URIRAT The Bank of Tokyo-Mitsubishi UFJ, Limited Hhfs
Beneficial interest 30,321,066 1212
Aberdeen Asset Aberdeen Asset REsH
Management Asia Limited ~ Management Asia Limited Investment manager 18,048,800 7.26
Aberdeen Asset Management - Aberdeen Asset Management Plc and g g8
Pl A BN L its associates Investment manager 18,048,800 7.26
TP Morgan Chase & Co. JP Morgan Chase & Co. et 3 Y ER-IN 15,128,464 6.05
Investment manager and custodian 13,663,664 5.46)
Matthews International Matthews International Capital g g8
Capital Management, LLC ~ Management, LLC Investment manager 12,532,400 5.01
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SHAREHOLDERS’ INTERESTS (Continued)

(P) - Lending pool

* Each of the interests of HSBC International Trustee Limited, DSI
Limited and DSI Group Limited forms part of the share interest of
David Shou-Yeh Wong in the Company as disclosed under the
heading “Directors and Chief Executive’s Interests”. The interest of
Christine Yen Wong represents the whole of such shares. Therefore,
these shareholdings should not be aggregated, and rather form part
or whole of the entire share interest of David Shou-Yeh Wong in the
Company.

Notes:

(1) Such shares represent deemed interest of Christine Yen Wong by
virtue of her spouse, David Shou-Yeh Wong, being a shareholder of
the Company having a notifiable interest in the relevant share capital
of the Company (under the interpretation of section 316(1) of the
SFO). This interest comprises the same shares held by David Shou-
Yeh Wong under the heading of “Directors’ and Chief Executive’s
Interests”.

(2)  Such shares are mainly comprised of the interest indirectly held by
HSBC International Trustee Limited in trust for a discretionary trust
established for the benefit of David Shou-Yeh Wong and his family.
Relevant shares have been included in the “Other interests” of David
Shou-Yeh Wong as disclosed under the heading of “Directors’ and
Chief Executive’s Interests” above.

(3)  Such shares are mainly comprised of the interests indirectly held by
DSI Limited and DSI Group Limited in trust for a discretionary trust
established for the benefit of David Shou-Yeh Wong and his family.
Relevant shares have been included in the “Other interests” of David
Shou-Yeh Wong as disclosed under the heading of “Directors’ and
Chief Executive’s Interests” above.

All the interests stated above represent long positions unless
specified in otherwise. As at 30 June 2006, no short positions were
recorded in the register of shareholders’ interests in shares and
short positions.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

The Company has complied with all the code provisions set out in
the Code on Corporate Governance Practices contained in
Appendix 14 of the Listing Rules throughout the six months ended
30 June 2006.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted its own code of conduct regarding
directors’ securities transactions on terms no less exacting than the
required standard set out in the Model Code for Securities
Transactions by Directors (Appendix 10 of the Main Board Rules).
After having made specific enquiry of all Directors, the Company
confirmed that the required standard set out in the Model Code and
the Company’s code of conduct regarding directors’ securities
transactions have been fully complied with.
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UNAUDITED FINANCIAL STATEMENTS

The financial information in this interim report is unaudited and
does not constitute statutory financial statements.

AUDIT COMMITTEE

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed
internal controls and financial reporting matters including a review
of the interim report and the unaudited financial statements for the
period ended 30 June 2006.

REMUNERATION AND STAFF DEVELOPMENT

There have been no material change to the information disclosed
in the Company’s 2005 Annual Report in respect of the remuneration
of employees, remuneration policies and training schemes.

DEALINGS IN THE COMPANY’S SHARES

There was no purchase, sale or redemption by the Company, or
any of its subsidiaries, of the Company'’s listed shares during the
period from 1 January 2006 to 30 June 2006.

INTERIM REPORT

Further copies of this 2006 Interim Report of the Company
containing all the information required by Appendix 16 of the Listing
Rules could be obtained from the Corporate Secretarial Department,
Dah Sing Bank, Limited of 36th Floor, Dah Sing Financial Centre,
108 Gloucester Road, Hong Kong, or from Dah Sing Bank's
website http://www.dahsing.com.

BOARD OF DIRECTORS

As at 29 August 2006, the Board of Directors of the Company
comprises Mr. David Shou-Yeh Wong as the Chairman, Mr. Hon-
Hing Wong (Derek Wong) as the Managing Director, Messrs. Peter
G. Birch, Robert Tsai-To Sze, Tai-Lun Sun (Dennis Sun), Kwok-
Hung Yue (Justin Yue) as independent non-executive directors,
Messrs. Chung-Kai Chow, Kunio Suzuki (with Kenichi Yonetani as
alternate), Tatsuo Tanaka (with Toshiaki Arai as alternate), Kosuke
Furukawa, John Wai-Wai Chow and Yiu-Ming Ng as non-executive
directors, and Roderick S. Anderson, Gary Pak-Ling Wang and
Nicholas J. Mayhew as executive directors.
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