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SEEEEBR Group Results in Brief

BZE-_EZ2+tE FHZE_ZTITRF BE-_ZEZtHF
AA=ZTHILE NA=ZTHLE ANA=ZTHILE
~EA ~ME A ~ME A
Six months ended  Six months ended #40  Six months ended
30th June, 2007 30th June, 2006 Increase 30th June, 2007
HK$m HK$m % Us$m
AIRTTARRES  Profit Attributable to
258 F Shareholders of the Bank 956 817 17.0 1223
FHR R B Interim Dividend 283 241 17.4 36.2
HK$ HK$ % US$
BREREFN Basic Earnings per Share 3.25 2.78 16.9 0.42
ShEER T Diluted Earnings per Share 3.22 2.76 16.7 0.41
Sk ERE Interim Dividend per Share 0.96 0.82 17.1 0.12
% %
AW ALLE  Cost to Income Ratio 37.0 35.2
FHEEDIRE  Return on Average Assets
(FE1L) (annualised) 1.52 1.51
FHRREESE  Return on Average
Hx Shareholders’ Funds
(FE1L) (annualised) 19.9 19.1
—EEtHF “EERF —EEtHF
~AB=1H +=-A=+—H 0 ~AB=1H
30th June, 2007 31st December, 2006 Increase 30th June, 2007
HK$m HK$m % Us$m
BRRES Shareholders’ Funds 9,732 9,297 47 1,244.8
BIFW Total Deposits 115,914 107,475 7.9 14,826.6
REER Advances to Customers 70,942 58,638 21.0 9,074.2
BEE Total Assets 134,316 122,151 10.0 17,180.4
HK$ HK$ % US$
AHBEFAEIT  Net Asset Value per Share,
KRz ERE attributable to Shareholders
EFE of the Bank 33.0 31.6 4.4 4.2

m = million (B #)

US$1.00 = HK$7.818
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For the first six months of 2007, Wing Hang Bank achieved
record interim results. Profit attributable to shareholders rose by
17.0 percent to HK$956.3 million compared with HK$817.4
million in the same period last year. Earnings per share increased
by 16.9 percent to HK$3.25. Return on average shareholders’
funds and average assets stood at 19.9 percent and 1.52 percent
respectively. The Board of Directors has recommended an interim
dividend of HK$0.96 per share, 17.1 percent higher than last
year.

The strong performance mirrors Hong Kong's robust economic
growth. In the first quarter of this year real GDP grew by 5.6
percent compared with the same period last year. While private
investment grew at a moderate pace, employment growth and
wage increases have led to higher household incomes and a rise
in domestic consumption. Exports of services have remained
buoyant.

As a result of the stable property market and the improvement of
credit risk in the corporate sector, the quality of the Bank’s loan
portfolio continue to improve. Our overall credit exposure
continues to diversify as the Group achieved satisfactory loan
growth in the first half of 2007. The total advances for use in
Macau and Mainland grew by 10.9 percent and 10.1 percent
respectively. In Hong Kong, the main drivers of growth were
investment and residential mortgages, IPO financing and consumer
lending. Total advances to customers increased by 21.0 percent
to HK$70.9 billion which included assets of Inchroy Credit
Corporation Limited (“Inchroy”) acquired in January 2007.

Meanwhile, deposit growth kept pace with organic loan growth.
Total deposits increased by 7.9 percent to HK$115.9 billion while
customer deposits increased by 4.5 percent to HK$106.7 billion.
Our higher-yielding mortgage deposits have been well received
by customers. 39 branches in Hong Kong, 12 branches in Macau
and 4 branches and sub-branches in Mainland presently service
the Group's deposit function. At the end of June 2007, we had a
total of 2,631 employees.

In April 2007 the Bank issued step-up perpetual subordinated
notes with nominal value of US$400 million. The funds raised
provide the Group considerable scope to expand in Mainland
while maintaining an efficient capital structure. The Group’s capital
adequacy ratio as at 30th June, 2007 has risen to 17.2 percent.
In May, the Bank's credit ratings was raised from A3 to A2 by
Moody’s Investors Service, Inc.

Net interest income increased by 14.1 percent to HK$1,164.2
million due to the growth in loan volumes. However net interest
margin fell marginally from 1.95 percent to 1.92 percent due to
mortgage re-pricing pressure and a narrower Prime and HIBOR
spread.
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Non-interest income rose by 7.1 percent to HK$486.2 million.
Excluding profit and loss on financial instruments held for trading
and measured at fair value, the non-interest income improved by
34.3 percent due to increase in brokerage commissions, loan
commissions, foreign currency trading income and wealth
management commissions. Active promotional campaigns have
helped to broaden our customer base and create cross-selling
opportunities.

Meanwhile the Group’s cost-to-income ratio increased slightly
from 35.2 percent to 37.0 percent due, in part, to our further
investment in Mainland and Macau.

There was a write back of HK$2.5 million in impairment losses
and allowances for loans mainly as a result of the healthy economic
environment and stable property prices. The charge-off ratio for
credit cards was 1.93 percent of credit card receivables. The level
of impaired loans also decreased to HK$0.29 billion, equivalent
to 0.41 percent of total loans.

During the period the Group’s average liquidity ratio improved to
52.3 percent while the loan-to-deposit ratio as at 30th June,
2007 rose to 61.2 percent following the acquisition of the vehicle-
financing lender, Inchroy.

Below is a more detailed summary of the performance of our
individual business operations and the outlook for the second
half of the year.

The Retail Banking Division recorded a 19.4 percent increase in
profit before taxation in the first half of 2007 as a result of higher
demand for retail services, especially wealth management and
mortgages.

Although demand for loans remained generally weak and
competition in the mortgage market has been keen, residential
mortgages grew by 10.7 percent over the period, accounting for
22.9 percent of our total loan portfolio. One of our products —
the “Step-up Repayment Mortgage Plan” — proved very popular
and competitive. We will continue to respond rapidly to market
changes and provide a variety of mortgage packages to meet our
customers’ varied needs.

Although the Wealth Management business experienced keen
competition, we nevertheless maintained stable profit growth of
37.1 percent as our customers actively participated in share trading
and IPO. To further refine our customer segmentation, we also
introduced a new tier of service called Elite Gold Banking through
which a sophisticated range of products is provided to
high-net-worth clients.
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We have also made further progress in expanding our branch
network. We opened two new branches and continue to look
for strategic location to expand the network further.

Wing Hang Credit continued to make progress as a leader in the
consumer lending sector. A series of advertising campaigns was
launched to reinforce its brand image. This has resulted in 11.8
percent growth in our consumer loan portfolio and has boosted
our customer base. The company currently has 19 branches/
business centers providing convenient and quality services to our
customers. We are continually evaluating different business
opportunities to further increase our market share.

Wing Hang Finance continued to deliver consistent growth in
vehicle and equipment financing, mainly to Hong Kong
manufacturers with operations in the Pearl River Delta Region. As
a result of our acquisition of Inchroy, we doubled our market
share in equipment and automobile financing.

The Securities Brokerage business achieved excellent growth as a
result of strong interest in the stock market this year. Brokerage
fee income increased by 90.7 percent as pro-active promotion of
the business resulted in overwhelming response from our
customers.

The Corporate Banking Division achieved sound growth. Profit
before taxation rose by 5.4 percent over the same period last
year. We have continued to participate actively in the Government’s
SME Loan Guarantee Scheme and, in cooperation with Wing
Hang Bank (China) Ltd., provided credit facilities to locally-based
companies with manufacturing operations in Mainland. Trade
financing increased by 9.1 percent during the first half of 2007
as we pro-actively encouraged customers to utilise their credit
facilities.

With the establishment of Wing Hang Bank (China) Ltd., we
expect to be able to offer Renminbi services to domestic residents
in Mainland in the second half of the year. We are the first non-
domestic bank to set up locally-incorporated headquarter in
Shenzhen. Advances to customers for use in Mainland increased
by 10.1 percent as our customers continued to expand their
businesses. We also plan to open sub-branches in Shenzhen and
Guangzhou as part of our network expansion strategy to focus
in the Pearl River Delta Region. China business is expected to
experience strong growth in the coming years.
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In Macau, Banco Weng Hang continued to perform exceptionally
well amidst robust economic growth. Macau's GDP grew by an
impressive 25.6 percent in real terms in the first quarter following
18.8 percent growth in the same period last year. The vibrant
recreation industry and the property market helped to propel
profit before taxation by 42.8 percent to 187.6 million Patacas.
Net interest income rose by 19.1 percent while non-interest income
jumped by 64.7 percent mainly as a result of increased fee income
from wealth management services. Loans and deposits grew by
10.2 percent and 7.4 percent respectively compared with the
end of last year.

Looking ahead, the operating environment remains challenging
in the second half. High levels of liquidity mean that net interest
margins will continue to come under pressure from intensive
price competition in mortgage and consumer lending. Our focus
for business expansion will be the high-growth markets of Macau
and Mainland. We will also seek further opportunities to cross-
sell products among subsidiaries, expand our consumer lending
businesses and broaden non-interest income. As our customer
base continues to grow, we will strive to improve our level of
service by providing new and innovative products.

Patrick Y B Fung
Chairman and Chief Executive

Hong Kong, 16th August, 2007
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t= 3T E & Unaudited Consolidated Profit and Loss Account

HE_FEHFENNA=+HIFMEA For the six months ended 30th June, 2007

- 3-8 o : 3 —= ZTRF
(Expressed in thousands of Hong Kong dollars B sE AB=1H ) H =+A
(BB TF T Stk o) unless otherwise stated) Notes  30th June, 2007 30th June, 2006
(ER)
(restated)
i S B A Interest income 3(a) 3,469,575 2,934,080
FEXH Interest expense 3(b) (2,305,361) (1,913,903)
F A B WA Net interest income 1,164,214 1,020,177
HEEWA Other operating income 30 486,212 453,964
2XMA Operating income 1,650,426 1,474,141
LEXH Operating expenses 3(d) (610,679) (518,196)
HRERZHERRR Operating profit before impairment losses and
EFEREXET allowances charge on loans and advances 1,039,747 955,945
ERBERRRESE Impairment losses and allowances released/

[B1%,/ (1R #) (charged) for loans and advances 2,525 (763)
el Operating profit 1,042,272 955,182
BREENKREER Net gains on revaluation of

FEEEE 2 %K investment properties and disposal of

tangible fixed assets 4(a) 1,260 14,694
HEHEESRERE Gains on disposal of available-for-sale

2 Wz - financial assets 4(b) 39,859 -
JEIGBEE AR 2 FHE A Share of net profits in associated companies  5(a) 29,630 8,305
R 5% Al Profit before taxation 1,113,021 978,181
WA Taxation 5(b) (155,911) (160,010)
Bt 1% % A Profit after taxation 957,110 818,171
AN EL 2 E T Profit attributable to:

ARIFATIR Shareholders of the Bank 956,263 817,423

DERRER Minority interests 847 748
BR B 1208 Profit after taxation 957,110 818,171
HADERKRE Dividends attributable to the period:

EEABERADER Interim dividend declared after the

pigraaalili §=) balance sheet date 6 283,132 241,179

Bl EF 2 RBKRE Underprovision of final dividend in respect

of previous year 80 96
283,212 241,275

BT AT

HKS$ HK$

SRAM Earnings per share 7

B YN Basic 3.25 2.78

e Diluted 3.22 276
FhERT Bk A Interim dividend declared per share 0.96 0.82

F12HZFE578 2B The notes on pages 12 to 57 form part of the unaudited interim financial report.
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ABEBY 2 EESEERER Unaudited Consolidated Balance Sheet

—EF+LFNA=ZFHRKE As at 30th June, 2007

- 3-8 o : 3 —ETRF
(Expressed in thousands of Hong Kong dollars B sE AB=1H +ZA=+—H
(BB TF T Stk o) unless otherwise stated) Notes  30th June, 2007 31st December, 2006
5E ASSETS
Bekimifgse Cash and short-term funds 8 24,341,909 28,785,949
Eﬁﬂfﬁﬁﬁﬂﬂ% Hit Placements with banks and other
TRBERE(ET financial institutions maturing between
:1 AREIE) one and twelve months 5,865,750 3,677,234
BERBERKRREER Trade bills less impairment allowances 379,954 370,549
HEZFRE Certificates of deposit held 9 64,974 -
BER %ﬁﬁ? Trading assets 10 765,960 738,392
UAFEEFSABGZZE Financial assets measured at fair value
MEE through profit or loss 11 6,653,686 5,382,956
EEZEFREMERD Advances to customers and other
BB BB accounts less impairment allowances 12(a) 72,912,062 60,704,258
BEEIEARAMHEE Held-to-maturity and available-for-sale
THEE financial assets 13 19,726,070 19,534,360
BENRIRE Investments in associated companies 227,536 197,906
EVEEEE Tangible fixed assets 14
—REME — Investment properties 255,160 258,390
L EVES — Other properties and equipment 1,792,364 1,635,398
EES Goodwill 15 1,306,430 847,422
] Y [B] A ER 7 78 Current tax recoverable 1,797 1,074
EERBEE Deferred tax assets 22,718 16,679
BEE Total assets 134,316,370 122,150,567
BRREZKEE EQUITY AND LIABILITIES
RITREREM S BEE Deposits and balances of banks and
ZER other financial institutions 16 5,578,402 1,692,887
BP2Z1FRN Deposits from customers 17 106,683,874 102,066,947
BBIT2IFNE Certificates of deposit issued 18 3,651,929 3,715,303
EEREEE Trading liabilities 19 652,729 590,899
e AN ER TR IR Current tax payable 240,829 152,706
EXERIBERE Deferred tax liabilities 208,030 105,274
HiRBE N EE Other accounts and provisions 20 2,008,756 1,981,978
EEER Loan capital 21 5,538,844 2,527,850
BafE Total liabilities 124,563,393 112,833,844
g Share capital 23 294,929 294,221
EEB Reserves 24 9,437,193 9,002,494
BEE S Shareholders’ funds 9,732,122 9,296,715
DERR R Minority interests 20,855 20,008
IRR AR Total equity 9,752,977 9,316,723
BREERREE Total equity and liabilities 134,316,370 122,150,567

F12BEZE57H 7 It ER
ARACEZ SR 2

—&btne

The notes on pages 12 to 57 form part of the unaudited interim financial report.



AEER 2 EARFELZEE R Unaudited Consolidated Statement of Changes in Equity

HE_FEHFENNA=+HIFMEA For the six months ended 30th June, 2007

“EETtE —ETRF
(Expressed in thousands of Hong Kong dollars Bt 5 AB=1H ANA=tH
(LB TF T Stk o) unless otherwise stated) Notes 30th June, 2007 30th June, 2006
R—A—BzREERE Total equity as at 1st January 9,316,723 8,338,051
&®
EMBREERE &G/ Unrealised gains on revaluation of
HHESREELRE available-for-sale financial assets
Bla net of deferred tax 24 6,313 83
HENHFEECREER Gains transferred from investment revaluation
REREE L HEEALR reserve to consolidated profit and loss
ARERRAZ K account on disposal of available-for-sale
financial assets 24 (12,978) -
EMBRELERE 2 ERR Unrealised gains on revaluation of bank
Ttz RER W= premises net of deferred tax 24 - 8,365
HE AR Exchange adjustments 24 4,147 447
EERBRRERNERZ Net (expenses)/income recognised
F (X)) /RA directly in equity (2,518) 8,895
HI N A R Net profit for the period 957,110 818,171
HAEERZ W B Total recognised income and expenses for
the period 954,592 827,066
EIRRE Dividends paid 24 (588,521) (470,529)
BERRESEZT2R Proceeds on shares issued under Share
5B Option Scheme 23824 2,449 3,799
EEREEZRARE Share premium under Employee
Incentive Plan 24 6,935 6,182
AR BB 1T 2 IR0 Shares issued in lieu of dividends 23&24 60,799 -
RAAZ+THZBRRER Total equity as at 30th June 9,752,977 8,704,569
ek
HREBRZ W E5E] Total recognised income and expenses for
DET: the period attributable to:
AIRITR R Shareholders of the Bank 953,745 826,318
PR R R Minority interests 847 748
954,592 827,066

F12BEZE57H 7 Mt ER
AR EZ I EHREZ

—&btne
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The notes on pages 12 to 57 form part of the unaudited interim financial report.



IBERZ2HEEHERER Unaudited Consolidated Cash Flow Statement

HE_FEHFENNA=+HIFMEA For the six months ended 30th June, 2007

—EELF : T RF
(Expressed in thousands of Hong Kong dollars BT ~A=tH ANAZ=TH
(BB F L3R 5k 5h) unless otherwise stated) Notes  30th June, 2007 30th June, 2006
EEBMRAZIREF  Net cash inflow from operating activities 26(a) 1,315,614 6,441,934
g i —
KREEH Investing activities
BANBARYEMEE Payment for purchase of a subsidiary,
HEZH® net of cash acquired 26(b) (1,348,448) -
BARARIHAERAH Purchase of held-to-maturity and
HECREE available-for-sale financial assets (901,194) (4,050,625)
HERBEFAZIIEA Sale and redemption of held-to-maturity
RAEHEEHEE and available-for-sale financial assets 741,249 1,597,516
BAMEKE B Purchase of properties and equipment (218,512) (218,366)
HEME K& E Sale of properties and equipment 23,524 25,330
R EEHmREZREF  Net cash outflow from investing activities (1,703,381) (2,646,145)
5 _— _—
AE ‘ Financing
BIEREER Issue of loan capital 3,095,218 -
TERREME 2R Issue of new shares under Share Option
Scheme 2,449 3,799
XA Dividends paid (527,722) (470,529)
TREEEARFE Interest paid on loan capital (104,373) (66,396)
BEEHMREA/ GRH)  Net cash inflow/(outflow) from financing
ZEE R activities 2,465,572 (533,126)
RehERREEB LR Increase in cash and cash equivalents 2,077,805 3,262,663
IE@&% RHEELEER—H  Cashand cash equivalents at 1st January 26,697,151 20,968,190
—H4&
R E ﬁﬁ%l B EHE Effect of exchange rate changes 17,147 4,705
RekERREEBEERN A Cash and cash equivalents at 30th June 26(c) 28,792,103 24,235,558
ZtHER — —
BeRERBEBEEZHM  Analysis of the balances of cash and cash
equivalents
RekiFmBTRERE Cash and balances with banks and other
& BRI 1S financial institutions 2,807,520 1,805,439
ARG EBE R Money at call and short notice 17,508,853 17,199,750
B ES Treasury bills 2,939,219 1,792,742
REBRAE—Z=/@A Placements with banks and other financial
I AR 1T IR 3% S H institutions with an original maturity between
fth & RO AE TR one and three months 5,536,511 3,437,627
28,792,103 24,235,558
RELLEBEZHRER Cash flows from operating activities included:
EVE:
FEWA Interest received 3,456,536 2,569,880
FEX Interest paid 2,288,658 1,901,534
B2 A Dividend income 3,801 4,144
F12BZE578 2 it The notes on pages 12 to 57 form part of the unaudited interim financial report.

ARGEELTHNHHEZ

—&btne
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(LB TF L33 555 91) (Expressed in thousands of Hong Kong dollars unless otherwise stated)
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BASIS OF PREPARATION

The interim financial report of Wing Hang Bank, Limited
("the Bank"”) and its subsidiaries (collectively “the Group”)
has been prepared in accordance with the applicable
disclosure provisions of the Rules Governing the Listing of
Securities (“Listing Rules”) on The Stock Exchange of Hong
Kong Limited and complies fully with the Hong Kong
Accounting Standard (“HKAS") 34 “Interim financial
reporting” issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA™). It also contains the disclosure
information required under the Banking (Disclosure) Rules
issued by the Hong Kong Monetary Authority (the “HKMA").

The interim financial report is unaudited, but has been
reviewed by the Audit Committee of the Bank. It has also
been reviewed by the Bank’s independent auditor, KPMG, in
accordance with Hong Kong Standard on Review
Engagements 2410 “Review of interim financial information
performed by the independent auditor of the entity” issued
by the HKICPA. KPMG's independent unmodified review
report to the Board of Directors is included on page 76.

The preparation of an interim financial report in conformity
with HKAS 34 requires management to make judgments,
estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities, income
and expenses on a year-to-date basis. Actual results may
differ from these estimates.

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The notes
include an explanation of events and transactions that are
significant to an understanding of the changes in financial
position and performance of the Group since the 2006 annual
financial statements. The condensed consolidated interim
financial statements and notes thereon do not include all of
the information required for a full set of financial statements
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs"), which collective term includes all
applicable individual Hong Kong Financial Reporting
Standards, HKASs, and Interpretations issued by the HKICPA,
accounting principles generally accepted in Hong Kong and
the requirements of the Hong Kong Companies Ordinance.

The financial information relating to the financial year ended
31st December, 2006 included in the interim financial report
does not constitute the Bank’s statutory accounts for that
financial year but is based on those accounts. Statutory
accounts for the year ended 31st December, 2006 are
available from the Bank’s registered office. The Bank’s
independent auditor has expressed an unqualified opinion
on those accounts in its report dated 15th March, 2007.
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BASIS OF PREPARATION (Continued)

The interim financial report of the Group comprises the
financial statements of the Bank and its subsidiaries.
Subsidiaries are consolidated into the consolidated accounts
from the date that control commences until the date that
control ceases. The interim financial report also includes the
share of results and reserves of the associated companies.

On 31st January, 2007, the Bank acquired the entire equity
interest in Inchroy Credit Corporation Limited (“Inchroy”), a
deposit-taking company incorporated in Hong Kong. For
details, please refer to note 26(b). The newly acquired
subsidiary has contributed post-acquisition profit before
taxation for the period amounting to HK$53,637,000. If the
acquisition had occurred on 1st January, 2007, the Group’s
estimated operating income and profit before taxation would
have been HK$1,665,360,000 and HK$1,119,028,000
respectively for the six months ended 30th June, 2007.

This interim financial report is prepared on a basis consistent
with the accounting policies adopted in the 2006 annual
accounts, except for a change in presentation as described
below.

Change in presentation — HKAS 1, “Presentation of
Financial Statements”

With effect from 1st January, 2007, interest income and
interest expense arising from all trading financial instruments
and financial instruments measured at fair value through
profit or loss are reported in “interest income” and “interest
expense” respectively instead of under “net interest income
on financial instruments held for trading and measured at
fair value through profit and loss” in the consolidated profit
and loss account. The change has been made principally to
match the interest expense arising from trading liabilities
and liabilities measured at fair value through profit or loss
with the interest income from non-trading assets. This also
facilitates the comparison of the Group’s net interest income
and net interest margin with peer banks in Hong Kong.

13
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RAEER (7) 1.
E!Z:EI: jﬁjﬁ/\E/\)ﬂ ‘|’E|L]:/\.HZJZ|Z
RUATEESHMOEUREABMZ28RA

=

BASIS OF PREPARATION (Continued)

Comparative figures for the six months ended 30th June,
2006 have been reclassified to conform with the current
period’s presentation as follows:

5 R I o,

(BP) 252
WA ERRE Effect of increase/
As previously  (decrease) in profit BH
reported for the period As restated
ENON Interest income 2,766,967 167,113 2,934,080
FE Interest expense (1,839,271) (74,632) (1,913,903)
927,696 92,481 1,020,177
BIEEBER®R NI Net interest income on financial
NEEEFAR instruments held for trading
m/ERBMIAY and measured at fair value
FMBEWA through profit or loss 92,481 (92,481) -
FHMBEWA Net interest income 1,020,177 - 1,020,177
PEBRE 2. SEGMENT REPORTING

(a) ¥i§ ‘I'E"
TEBEREXFER EX8
%Tﬂ% MEERRMAERER-

CEBTEBERIBEEN B
BEREBRITES

HEXHREIINEER BFRER

EpxBakrhESR BEEER
5 BOR R AR M 5T 81 AR A5 -

ADBZEBBEATIBEERRE
2 THRE MERERAMKE
AENETREXB DB LIEHE
ébo

(a) Business segments
Retail banking activities include acceptance of deposits,
residential mortgages, hire purchase and consumer loans.

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

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

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

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



DERE (&) 2. SEGMENT REPORTING (Continued)

(a) ¥¥7E (&) (a) Business segments (Continued)
2XEWA B 250 A A
Operating income Profit before taxation

BEZ-22tF HE_TTF HZE-EEtE HE_ZTTF
AA=THL /\ﬂf‘l‘ﬁﬁ AAE=ZtHL /\Hf'HEUt
~EA ~E A ~MEA N E A

Six months ended  Six months ended Six months ended  Six months ended
30th June, 2007  30th June, 2006  30th June, 2007  30th June, 2006

TERTES Retail banking 1,080,343 901,687 618,929 518,393
BRB|ITER Corporate banking 284,915 261,286 197,198 187,092
MERH Treasury 63,425 131,340 42,668 116,525
Hin %% Others 112,611 50,323 104,474 32,676
5&’“ BE% Unallocated 139,735 160,584 149,752 123,495
BEBRLESE  Intersegment elimination (30,603) (31,079) - -
1,650,426 1,474,141 1,113,021 978,181
(b) EHHE (b) Geographical segments

BEHADBEEMDZNBEARIEES The information concerning geographical segments has
ErEnEl s EEEEREE L been classified by the geographical location of the
RRITAITAEEH M E] 5 principal operations of the subsidiaries, or in the case of

the Bank itself, of the geographical location of the
branch responsible for reporting the results.

EEWA BR 750 Al A
Operating income Profit before taxation
BEZ-22tF HE_TTF HZE-EEtE HE_ZTTRF
AA=THL ANA=tTHIE AAE=ZtHL NA=THIE
~EA ~EA ~EAR S~ E A
Six months ended  Six months ended Six months ended  Six months ended
30th June, 2007  30th June, 2006  30th June, 2007  30th June, 2006

B Hong Kong 1,455,199 1,264,578 964,302 804,386
B Macau 255,220 195,281 182,168 127,549
B i Mainland China 129,926 79,541 67,545 36,946
=i Others 9,393 11,240 7,806 9,300
BREWLESE  Intersegment elimination (199,312) (76,499) (108,800) -

1,650,426 1,474,141 1,113,021 978,181

15
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3. ExEA
(a) FEBA

3. OPERATING PROFIT
(a) Interest income

BE-BBLE HE-_TTAS
AB=tHL SA=THL
~MEA ~E A

Six months ended Six months ended
30th June, 2007  30th June, 2006

MBWARE:
—EURFEEFARRLZ
TREE
- BERGREE
—URFEESARGEZE
HEE

Hep
- EAREZHMEBA

—FEMREZFBRA
- REEBEEZNEKRA

16

(ER)
(restated)
Interest income arising from:
— financial assets not
measured at fair value
through profit or loss 3,266,104 2,766,967
— trading assets 75,607 43,488
—financial assets measured
at fair value through
profit or loss 127,864 118,625
3,469,575 2,934,080
of which:
- interest income from listed
investments 240,695 136,321
— interest income from unlisted
investments 501,306 458,934
— interest income from
impaired financial
assets 3,535 8,732



3.

=E TN D)
(b) FEXZH

3.

OPERATING PROFIT (Continued)
(b) Interest expense

BE-EZtF HE_TTAF
AA=Zt+HLE AA=tHIE
~ME B ~NEA
Six months ended Six months ended
30th June, 2007  30th June, 2006
(E%#)
(restated)
FEXHIRE: Interest expense arising from:
—EURATFEEFAER — financial liabilities
JEREE not measured at fair value
through profit or loss 2,206,432 1,839,271
~-EERAREE — trading liabilities 14,875 18,351
—URFEEFABR ~ financial liabilities measured
ERAR at fair value through
profit or loss 84,054 56,281
2,305,361 1,913,903
Hep: of which:
—fBEEAMEXE ~ interest expense on loan
(Pf 5526(a)) capital (Note 26(a)) 104,373 66,396

17
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3. &XmA (&) 3. OPERATING PROFIT (Continued)
(c) HiEEpA (c) Other operating income

BE-ZZtF HZE_TT/F
AA=tHLE RSA=fHLIt
~MEA N EA

Six months ended Six months ended
30th June, 2007  30th June, 2006

REELRFE Fees and commissions
ERRERRBEE Credit commission and fees 74,027 51,462
EBRERYR%EE Credit card related fees 48,874 39,486
EBES5mREE Trade related fees 40,469 41,226
RREXKRE Insurance commission 28,302 27,274
REEERBE Stockbroking fees 95,865 50,081
ER%EE Trust fees M 12
NEEEREE Wealth management fees 55,275 40,314
HiREERA2BA Other fees and commission
income 70,855 60,216
W RBEERBES M Less: Fees and commission
expenses (26,491) (18,476)
387,217 291,595
IMEE B s Gains arising from dealing in
foreign currencies 86,612 73,063
HpBEEFENa Gains on other dealing activities 1,681 1,250
EERApeRMIACERRLARE Net realised and unrealised
BF(B8) /& (losses)/gains on trading
financial instruments (38,731) 151,608
NFEEFABR EHMIA Net realised and unrealised
Z,\IE&;R,\IE/?J‘IQ 5/ gains/(losses) on financial
(B#E) instruments measured at fair
value through profit or loss 14,118 (77,957)
AEEHEFEMEEZREKA Dividend income from unlisted
available-for-sale investments 3,621 3,827
AHEHE ERE ZREMA Dividend income from listed
available-for-sale investments 35 -
BEERBLMmRAEZKREMA Dividend income from listed trading
investments 84 216
Hih Others 31,575 10,362
486,212 453,964
Hep: of which:
é‘Hﬂ’E%ﬂEﬁ%ﬁi?FM NFEE Net fee and commissions,
SABRZERMIAMELEY other than amounts included
FRBERIRE BEFE in determining the effective
BRA E 2 IR interest rate, arising from
financial instruments that are not
held for trading nor measured
at fair value
-REBRAZKA - fees and commissions
income 127,538 105,557
-REBREETH — fees and commissions
expenses (11) (8)
127,527 105,549

18



3.

E - ENE))

3. OPERATING PROFIT (Continued)

(d) EFZd (d) Operating expenses
BE-EZtF HE_TTAF
RA=t+HLE ANA=tHLE
~MEA S~ E A
Six months ended Six months ended
30th June, 2007  30th June, 2006
EEHA Staff costs
HeRkEMESKA Salaries and other staff costs 367,795 314,776
BRI F BN Retirement benefit costs 23,165 19,840
IE &SRByt 2R Fmployee Incentive Plan
(Fff 7 26(2)) (“EIP") cost (Note 26(a)) 6,935 6,182
397,895 340,798
THE R 3% > R ET Premises and equipment
e expenses, excluding
depreciation 66,423 54,983
& (M E14%26() Depreciation
(Note 14 & 26(a)) 43,870 39,346
Hit Others 102,491 83,069
610,679 518,196

() EKRENERLHEFREELE

4. (a) Net gains on revaluation of investment properties

2 F Wz and disposal of tangible fixed assets
BE-ZELE HE_TTF
AB=t+HL NA=THLE
~MEA NEA
Six months ended Six months ended
30th June, 2007  30th June, 2006
EMRENELIRER Unrealised revaluation gains
ThEn of investment properties 7,150 9,696
HEBVETEEZF Net (losses)/gains on disposal
(B518) Mz of tangible fixed assets (5,890) 4,998
1,260 14,694
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4,

20

(b)

(a)

(b)

HENHREESHEEZ Kis 4. (b) Gains on disposal of available-for-sale financial
assets
BE-EEtLE HE_ZTERE
AB=+tHL SA=fHIt
A~ME B ~NE A
Six months ended Six months ended
30th June, 2007  30th June, 2006
EAREAEMBE ARERFhE Net unrealised gains
(BizE24) transferred from
investment revaluation
reserve (Note 24) 12,978 -
HEAHEERREE 2 e Gains on disposal of
available-for-sale
financial assets 26,881 -
39,859 -
Vﬁﬂ'ﬂﬁ?%@ )2 % M B IR B 2 5. (a) Share of net profits in associated companies is stated

NElZ FRIEAE2,640,000T (ZEF
JNEE 51,655,000

#E

ABERZGABRRAZBIEAR:

(b)

net of taxation on profits of associated companies
amounting to HK$2,640,000 (2006: HK$1,655,000).

Taxation
Taxation in the unaudited consolidated profit and loss
account represents:

Q:KI:: itﬂi ﬁ:l:—? ?/\E
AB=+tHL SA=fHIt
~MEA ~NE A
Six months ended Six months ended
30th June, 2007  30th June, 2006
AEHIBE—RBFEHER Current tax — Provision for
Hong Kong profits tax 122,743 137,830
REATBE— BN IBEE Current tax — Provision for
overseas tax 32,077 20,787
154,820 158,617
EXERIB Deferred taxation 1,091 1,393
155,911 160,010
EANGHEENREEBBEEZE T The provision for Hong Kong profits tax is calculated at

E+FEXNB=THIEANER 2G5
JERFORFBHE175% (ZTZ R
F:175%) 5T H o BINHIBEFIRAK
EEEBBUKSEMERRET
MG E o

17.5% (2006: 17.5%) of the Group’s estimated
assessable profits for the six months ended 30th June,
2007. The provision for overseas taxation is provided at
the appropriate current rates of taxation ruling in the
countries in which the relevant units of the Group
operate.



B 7 H R S
ATREFENEERREMRE 2R
B UYARNEERRARER.

INTERIM DIVIDEND DECLARED

The following dividend was declared by the Board of Directors
after the balance sheet date and has not been recognised as
a liability at the balance sheet date.

BE-ZELE HE_TTF
AB=Z+BLE ASA=tHIE
~MEA N EA

Six months ended Six months ended
30th June, 2007  30th June, 2006

1£294,929,380% 2 & 3@ i%
(ZZF N4 :294,120,5000% ) &
BRTHREFRA mm/wm
(ZEERFABENAZW)

BRERN

BREABNINBESEZE _EE+F5A
_"’E'JJ:/\“H $fE HX%J__ Z/ﬁ:lﬂ/jli€
% 956,263,000 (Z_EE RNF: B K
817,423,0007T) &EA;ZHHFE%%H%@HX
Z InkEF 980294, 384 636Hx (Z2ZERX
4F 1 294,060,5008% ) &

Interim dividend declared of
HK$0.96 (2006: HK$0.82)
per ordinary share on
294,929,380 shares
(2006: 294,120,500 shares) 283,132 241,179

EARNINGS PER SHARE

The calculation of basic earnings per share is based on profit
attributable to the Bank’s shareholders for the six months
ended 30th June, 2007 of HK$956,263,000 (2006:
HK$817,423,000) and on the weighted average number of
ordinary shares of 294,384,636 shares (2006: 294,060,500
shares) in issue during the period.

“EELF ZEEREF
~NA=1H ~NA=TH
30th June, 2007  30th June, 2006

—A-RZBEBITEERER
MR BB 2 E
EfTERBREITE

RIETEBRERRN 2 BB EF
B

FREBERNIBEHZE S +F XA
_"’E'JJ:/\“H $fE HX%J__ Z/ﬁ:lﬂ/jli€
% 956,263,000 (Z_EZENF: B K
817,423,0007T) &R MHHFHE%;%TT it i A%
Z DN F 5 8297,161,2200 (ZZEE X
% :296,603,5650%) 5T & - WL AT A B
SERF E@Ak2,776,5848 (ZEE X
% :2,543,0650%) FE AR

glREYE—Te BRE®E-—T2

BHEE B EE
Number of shares  Number of shares
of HK$1.00 each  of HK$1.00 each

Issued ordinary shares at

1st January 294,220,500 294,020,500
Effect of shares issued in lieu

of dividends 132,644 -
Effect of share options exercised 31,492 40,000

Weighted average number of
ordinary shares used in
calculating basic earnings
per share 294,384,636 294,060,500

The calculation of diluted earnings per share is based on
profit attributable to the Bank’s shareholders for the six
months ended 30th June, 2007 of HK$956,263,000 (2006:
HK$817,423,000) and on the weighted average number of
ordinary shares of 297,161,220 shares (2006: 296,603,565
shares) in issue during the period after adjustment for the
effect of all dilutive potential ordinary shares of 2,776,584
shares (2006: 2,543,065 shares).
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BEF (&) 7. EARNINGS PER SHARE (Continued)
—E2BtE ZETRF
~A=1H ~NA=TH
30th June, 2007  30th June, 2006
BhAEB—Tz BREE-—TZ
Rin 2B R & B
Number of shares  Number of shares
of HK$1.00 each  of HK$1.00 each
BIET EBRERBT 2 E RGN MEF Weighted average number of
158 ordinary shares used in
calculating basic earnings
per share 294,384,636 294,060,500
WRRITE 2 RIRAE 2 Deemed exercise of Share
Option Scheme 605,726 519,939
WRAITEEEEE 2 Deemed exercise of EIP 2,170,858 2,023,126
FEFT B BREE RN 2 TR O MET Weighted average number of
158 ordinary shares used in
calculating diluted earnings
per share 297,161,220 296,603,565
BeREHES 8. CASH AND SHORT-TERM FUNDS
“EBtE ZETRF
AAEZ+R tZA=1+—H
30th June, 2007 31st December, 2006
Re s Cash balances 434,001 446,035
T N E AT AR R SR AT Balances and placement with
central banks 703,571 387,073
FHRERERRITRE Balances and placement with
REM & REE banks and other financial
institutions 1,735,216 1,420,617
AR BT Money at call and short notice 17,801,077 23,847,991
B EH Treasury bills 3,668,044 2,684,233
24,341,909 28,785,949
FIEBRMEFRFERIMA BRIk All treasury bills are held-to-maturity, issued by central
FFRERRBITEIT UARFE LT 2ES governments and central banks, and are unlisted.
REZERE 9. CERTIFICATES OF DEPOSIT HELD

FABEREBZ FRERAHEE LM

All the certificates of deposit held are available-for-sale and

are unlisted.



10.

10.

TRADING ASSETS

—EELHE “EETRE
A~A=t+H +-A=+—H
30th June, 2007 31st December, 2006

>l

KB LMEBES

U E ) ES

B

o
maf
H
51
[51

REEBMAITESRIAZIERTER

Debt securities listed
in Hong Kong 115,843 115,220

Equity securities listed
in Hong Kong 18,873 18,482

Total trading securities 134,716 133,702

Positive fair values of derivative
financial instruments held

for trading 631,244 604,690
765,960 738,392

Trading securities analysed by counterparty are as follows:

—EELHE “EETRE
AA=tH FTZR=1+—H
30th June, 2007 31st December, 2006

>

BITHE:
PRBE R RRTT

BITRXREM S REE

({3
RNEHE

Issued by:
Central governments and
central banks 149 -
Banks and other financial
institutions 14,748 15,901
Corporate entities 119,554 117,497

Public sector entities 265 304

134,716 133,702
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" UATEEFABZZEHEE

11. FINANCIAL ASSETS MEASURED AT FAIR VALUE

THROUGH PROFIT OR LOSS

—22tF —EERX

AB=TH +-A=+—H
30th June, 2007 31st December, 2006

g Lm
g il

FEM

NFEESABE EREEIHH T

Debt securities:

Listed in Hong Kong - 54,684
Listed outside Hong Kong 691,234 697,448
691,234 752,132

Unlisted 5,962,452 4,630,824
6,653,686 5,382,956

Financial assets measured at fair value through profit or loss

ﬁﬁ LIl analysed by counterparty are as follows:
—EEtF ZEERE
XB=tR t-A=t-A
30th June, 2007 31st December, 2006

BITHIE: Issued by:
PITREREM S REE Banks and other

financial institutions 3,054,858 2,379,167
rE Corporate entities 3,101,457 2,501,097
NERE Public sector entities 497,371 502,692

24
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12. FFZ2ERREMRECHKRBESE

12. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

& LESS IMPAIRMENT ALLOWANCES
(a) BEEZEXREMBRECHERBE (a) Advances to customers and other accounts less
EE impairment allowances
—EELF —ETRF
AA=+tH FTZA=+—H
30th June, 2007 31st December, 2006
REFER®AS Gross advances to customers 70,942,312 58,638,237
REER BRRELER Individual impairment
allowances for impaired
loans and advances (75,380) (92,317)
ERCBBREES Collective impairment
allowances for loans and
advances (183,706) (168,717)
RFPERFE Net advances to customers 70,683,226 58,377,203
RITAEREMSREEZEX Advances to banks and other
financial institutions 31,856 47,539
EAEPAR Customer liability under
acceptances 560,939 417,531
FEEHFIB R H A BRIR Accrued interest and
other accounts 1,628,469 1,854,565
BESRAETESMTACZE Positive fair values of derivative
~NFEE financial instruments held
for hedging 7,572 7,420
72,912,062 60,704,258
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12. FFZERREMKRECHRBESE

1 XE D)
(b) EFEMITRLE

BF AR TEERRAEEK
2 P S B B KRR A E R

12. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

LESS IMPAIRMENT ALLOWANCES (Continued)
(b) Advances to customers analysed by industry

sectors

The following information concerning advances to
customers by industry sectors is prepared by classifying
the advances according to the usage of the advances
and is stated gross of any impairment allowances.

—EELF —TEREF
AB=1H +-A=+—H
30th June, 2007 31st December, 2006
HEERFERAZEN Advances for use
in Hong Kong
IXBEkes Industrial, commercial
and financial
-MEER — Property development 487,033 405,490
—MERE — Property investment 11,857,210 10,901,148
— B TR — Financial concerns 1,101,743 1,101,513
—-RELL — Stockbrokers 1,179,906 346,457
—BBREATER — Wholesale and retail trade 785,707 807,723
—BER - Manufacturing 1,900,601 1,241,327
—EREERRAE — Transport and transport
equipment 5,541,837 2,416,631
— BB — Information technology 6,546 127,069
-REEBLER — Share financing 2,426,613 277,747
—Hft ~ Others 3,106,276 2,635,671
& A Individuals
-BEIEERHE] [TLAK — Advances for the purchase
BLREEE RIEE of flats in Home
EEEHEIBFCERN Ownership Scheme,
Private Sector
Participation Scheme
and Tenants Purchase
Scheme 1,977,155 1,591,838
-BEHEMEENEZLER — Advances for the purchase
of other residential
properties 16,270,787 14,692,277
—EA%ER — Credit card advances 309,271 323,145
—Hfth ~ Others 3,575,519 3,238,841
50,526,204 40,106,877
ESRE Trade finance 3,327,354 3,049,104
EEBUNMEAZER Advances for use outside
Hong Kong
—HE R —Mainland China 10,190,220 9,257,219
— R P - Macau 6,889,276 6,211,056
—Hft ~ Others 9,258 13,981
17,088,754 15,482,256
70,942,312 58,638,237
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12. FFZ2ERREMRECHKRBESE

B (@)

() BEZFEFEM
BEZEFPERAE EEMmz™
1B R 32 % 2R AT Ui [ 888 2 ST H0ME AT
BEEBBEEFDFTOT:

12. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

LESS IMPAIRMENT ALLOWANCES (Continued)

(c) Impaired advances to customers

The gross impaired advances to customers, market value
of collateral held with respect to such advances and
individual impairment allowances made after taking into
account the discounted value of future recoverable
amounts in respect of such advances are as follows:

—EELF —TEREF
AA=1+H +-A=1+—H
30th June, 2007 31st December, 2006
RECKPERERE Gross impaired advances
to customers 288,773 364,092
HEFERBE BN Gross impaired advances
to customers as a percentage
of total advances to customers 0.41% 0.62%
HEREFERZEARTE Market value of collateral held
with respect to impaired
advances to customers 206,888 269,028
R R EERE Individual impairment allowances 75,380 92,317

RZEERF+_A=+—HBKZ
EELFRNA=ZTH AEEE TR
TREREMES KR FIER I
EIRBERREERE-

There are no individual impairment allowances made on
advances to banks and other financial institutions as at 30th

June, 2007 and 31st December, 2006.
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13. FAZEIHARTHEEEHEE

FINANCIAL ASSETS

. HELD-TO-MATURITY AND AVAILABLE-FOR-SALE

3-8 o : 3 —ETRF
AA=tH +-A=+—H
30th June, 2007 31st December, 2006
BERINHA ERES: Held-to-maturity debt
securities:
AEL™ Listed in Hong Kong 82,757 83,424
BN £ Listed outside Hong Kong 251,176 248,737
333,933 332,161
LM Unlisted 8,824,783 9,328,427
9,158,716 9,660,588
AEEE CERES: Available-for-sale debt
securities:
I Listed outside Hong Kong 6,845,987 6,566,073
LM Unlisted 3,635,109 3,192,960
10,481,096 9,759,033
AEEZRE Available-for-sale equity
securities:
AEET Listed in Hong Kong 1,730 1,600
FLEm Unlisted 84,528 113,139
86,258 114,739
10,567,354 9,873,772
19,726,070 19,534,360
BAEZIBAZ IWEBESEZ Market value of listed
miZEE held-to-maturity debt
securities 331,831 330,673
FEZIBAZELTERES Fair value of unlisted
ZRFEE held-to-maturity debt
securities 8,752,832 9,252,236
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3. FEZEBARTHEESHEE 13. HELD-TO-MATURITY AND AVAILABLE-FOR-SALE

(%) FINANCIAL ASSETS (Continued)
REZIHMARAIHEESHEECLRS Held-to-maturity and available-for-sale financial assets
HFEHFWT: analysed by counterparty are as follows:

—EBELE —TEREF

~NAE+E  tZA=t—H
30th June, 2007 31st December, 2006

BITHIE: Issued by:
R R R RT Central governments and
central banks 7,527 7,695
RITRIE R E 2 RIHE Banks and other finandial
institutions 17,744,391 17,673,362
=3 Corporate entities 1,636,098 1,515,130
RERE Public sector entities 338,054 338,173
19,726,070 19,534,360
RHEZIBMBZBNEFESERIBRR Held-to-maturity treasury bills are classified as “Cash and
REHES ]| (H5E8) - short-term funds” (Note 8).
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14. EXEEEE

14. TANGIBLE FIXED ASSETS

BZE-SStEXA=tHLAER
Six months ended 30th June, 2007

AR (E
“ETLE-A-BER
NE

— RN B AT

—Eft
&

EREH

—ETLEAASTREH

R RASEES I
mT

X K
e
i
—ANEF
—NNEF
—AN\BF

FEZR
“ERLE-A-HEH
R W B B B 2 ] 7 32 A
H e & (B aE3(d))

th & R

“ERLERA=TRER

REFE

“EELERAZTHER

30

Cost or valuation

At 1st January, 2007

Additions
— through acquisition

of a subsidiary

- others

Disposals

Surplus on revaluation

At 30th June, 2007

The analysis of cost or
valuation of the above
assets is as follows:

At cost

At valuation
2007
1990
1989
1984

Accumulated depreciation
At 1st January, 2007
Addition through acquisition
of a subsidiary
Charge for the period
(Note 3(d))
Written back on disposals

At 30th June, 2007

Net book value
At 30th June, 2007

RITITHE
B
Bank
REME RITIH premises
Investment Bank B L and B
properties premises  Equipment  equipment Total
258,390 1,603,191 631,099 2,234,290 2,492,680
- - 17,077 17,077 17,077
- 153,092 65,420 218,512 218,512
(10,380) (17,121) (21,141) (38,262) (48,642)
7,150 - - - 7,150
255,160 1,739,162 692,455 2,431,617 2,686,777
- 1,345,560 692,455 2,038,015 2,038,015
255,160 - - - 255,160
- 357,888 - 357,888 357,888
- 9,347 - 9,347 9,347
- 26,367 - 26,367 26,367
255,160 1,739,162 692,455 2,431,617 2,686,777
- 175350 423,542 598,892 598,892
- - 15,719 15,719 15,719
- 12,621 31,249 43,870 43,870
- - (19,228)  (19,228)  (19,228)
- 187,971 451,282 639,253 639,253
255,160 1,551,191 241,173 1,792,364 2,047,524




14. BEXEEEE (&) 14. TANGIBLE FIXED ASSETS (Continued)

BE-_EEF+-_RA=1t—HILFE
Year ended 31st December, 2006

A E Cost or valuation
“ZEERE-A-BER At st January, 2006
NE Additions
HE Disposals

HRTITLHBBERENSE

Transfers from bank premises
to investment properties

EfAH Surplus on revaluation
“EERE+TZA=T—H  At31stDecember, 2006
H5
FBE AL MGE The analysis of cost or
PHTWT valuation of the above
assets is as follows:
%N At cost
(EE] At valuation
—ETRE 2006
—ANEF 1990
—ANNE 1989
A CES 1984
FEZE Accumulated depreciation
—EERF-A-RER At 1st January, 2006
FERE Charge for the year
& #BR Written back on disposals

RIRTTITHERZREYE  Transfers from bank premises

to investment properties

“EERNFT_A=F+—H  At31stDecember, 2006

e
EEFE Net book value
—TERNFT_A=F+—H  At31st December, 2006
e

RITITHE
B
Bank
REME RITIH premises
Investment Bank B L and B
properties premises  Equipment  equipment Total
231,447 1,470,382 584,120 2,054,502 2,285,949
- 186,728 68,500 255,228 255,228
(9,800)  (43,025)  (21,521)  (64,546)  (74,346)
21,175 (21,904) - (21,904) (729)
15,568 11,010 - 11,010 26,578
258390 1,603,191 631,099  2,234290 2,492,680
- 1,209,589 631,099 1,840,688 1,840,688
258,390 - - - 258,390
- 357,888 - 357,388 357,388
- 9,347 - 9,347 9,347
- 26,367 - 26,367 26,367
258,390 1,603,191 631,099  2,234290 2,492,680
- 158,987 389,474 548,461 548,461
- 26,909 54,333 81,242 81,242
- (9,817)  (20,265)  (30,082)  (30,082)
- (729) - (729) (729)
- 175,350 423,542 598,892 598,892
258,390 1,427,841 207,557 1,635,398 1,893,788
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15. BE 15. GOODWILL
HEZ-ZTZ2tH BHE2-_ZTZTX
AA=tHLE +Z-A=ft—HI
A~ME B FE
Six months ended Year ended
30th June, 2007 31st December, 2006
DN Cost
—A—B&& At 1st January 848,592 848,592
We B b 8 X )3 0 (P EE26(0)) Addition through acquisition
of a subsidiary (Note 26(b)) 459,008 -
NB=tTH/T-A=+—H#&#% At 30th June/31st December 1,307,600 848,592
ANA=ZtH/+TZRA=+—HZEZ Accumulated amortisation and
TEERAERK impairment loss at
30th June/31st December 1,170 1,170
NAZtHH/TZA=+—HZEK Net book value as at
EFE 30th June/31st December 1,306,430 847,422

16. RITEAXREMERMBB2ER

16. DEPOSITS AND BALANCES OF BANKS AND OTHER

FINANCIAL INSTITUTIONS

—EBELE ZETRF
ANAE=tH +-A=+—~H
30th June, 2007 31st December, 2006
RRIRITZFR Deposits from central banks 10,971 30,555

ROTAEREMESMEE 2 FX Deposits from banks and
other financial institutions 5,567,431 1,662,332
5,578,402 1,692,887

17. EFZHEX 17. DEPOSITS FROM CUSTOMERS
—EBELE ZEERE
ANAE=tH +-A=+—~H
30th June, 2007 31st December, 2006
ERERRAERER Demand deposits and

current accounts 10,119,156 10,732,083
FEFK Savings deposits 15,383,776 15,508,366
EHEFRKBAER Time, call and notice deposits 81,180,942 75,826,498
106,683,874 102,066,947
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18. BRITZHERE 18. CERTIFICATES OF DEPOSIT ISSUED
—EBELF —ETRE
~A=tH +ZA=+—H
30th June, 2007 31st December, 2006
DB ERAFEZEBETERE Certificates of deposit issued,
measured at amortised cost 2,214,959 2,205,000
NEEEFABRICBITE Structured certificates of
Tﬁ M7 5 E deposit issued, measured
at fair value through
profit or loss 1,436,970 1,510,303
3,651,929 3,715,303
19. EERAZARE 19. TRADING LIABILITIES
EERZABEEHEEERETEERT Trading liabilities represent negative fair values of derivative
BB RVEE. financial instruments held for trading.
20. HithlRER XA 20. OTHER ACCOUNTS AND PROVISIONS
—EBELE ZEER
~A=tH +ZA=+—H
30th June, 2007 31st December, 2006
¥ T”E %‘J HARTEERIAZ Negative fair values of
~Y¥EE derivative financial
instruments held
for hedging 5,257 7,708
BEGBHESFENRE Amount payable for
purchase of debt securities - 38,890
AL Acceptances outstanding 560,939 417,531
HoA B RIB R B FIS Other payables and interest
payable 1,442,560 1,517,849
2,008,756 1,981,978
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21.

34

fREEX

21.

LOAN CAPITAL

—EELHF “EETRE
~A=1+H +-A=+—H
30th June, 2007 31st December, 2006

LA 85 A R 5T & 7 325,000,000
XTL 525%EEEREE

UAAFBESABRITEY
400,000,0003 7T * 6.00% 25 F
KABEERE

R-BEZ=F AETE—BHN2ENE
81752 B)Wing Hang Financial Holdings (BVI)
Limited¥ 77 22 T {8 & % 2,540,850,0007T
(325,000,000 70) EFFE AKX FEARN
BEZE - ZEBINFE525%0E 85t
B HE-TZ ) \F+A+H EREHET
EVEERBREBEOZEZR FEE
B AREEBERFSENFB2.75%
SR AIRITEIE M R A B AR B 7%
ERFTINEEFR I LT 2 EBETERS
BB ZEEBEBER _E—=F 1
A+ B35

RZZEZ+FEHA+TNA RNRTETE
TE {B 75 1 3,125,520,0007T (400,000,0003
TT) B E BIRERERR B XKAKER
B ZZBAFB6.00%MTELFE ER
“E—+FNATNA ERHARTE
EEERFENZEZR AFBEERG
FURITRIERBINE B 1.85%)F B5FBe
ZEZBERIMERER S EM R
EELENA=TH ZEZEBEZRAE
/7885 2,997,994,0007T °

US$325 million 5.25%
subordinated guarantee
notes, measured at

amortised cost 2,540,850 2,527,850
US$400 million 6.00%
step-up perpetual
subordinated notes,
measured at fair value
through profit or loss 2,997,994 -
5,538,844 2,527,850

In 2003, Wing Hang Financial Holdings (BVI) Limited, a single
purpose wholly-owned finance subsidiary of the Bank, issued
subordinated notes qualifying as tier 2 capital with face
value of HK$2,540,850,000 (US$325,000,000). The notes
bear interest at fixed rate of 5.25% per annum until 10th
October, 2008 and will be reset at the US Treasury Rate plus
2.75% per annum if the notes are not early redeemed at
the option of the issuer. The Bank unconditionally and
irrevocably guarantees all amounts payable under the notes
which are listed on the Singapore Exchange Securities Trading
Limited. The notes will mature on 10th October, 2013.

On 19th April, 2007, the Bank issued step-up perpetual
subordinated notes qualifying as tier 2 capital with face
value of HK$3,125,520,000 (US$400,000,000). The notes
bear interest at fixed rate of 6.00% per annum until 19th
April, 2017 and are floating at LIBOR plus 1.85% per annum
thereafter if the notes are not early redeemed at the option
of the Bank. The notes are listed on the Singapore Exchange
Securities Trading Limited. The carrying amount of the notes
as at 30th June, 2007 was HK$2,997,994,000.



22. HR DT

22. MATURITY PROFILE

ZE2ELERASTA
30th June, 2007
—&A =@ -
PER PER WEE
=R -F ks
—f@E  3months 1 year 5 years
lSS5 HUT or less or less orless  HEHNE
Repayable ~ 1month  butover  butover  butover After EBHH At
on demand or less Tmonth 3 months 1 year 5 years Undated Total
EE Assets
-Re i (s ~ Cash balances (Note 8) 434,001 - - - - - - 434001
~-GHREEERPRE - Balances and placement with
1(Me) central banks (Note 8) 703,571 - - - - - - 0357
-FRRESEHETA - Balances and placement with
EREheBEE (M banks and other finanial
it8) institutions (Note 8) 1,735,216 - - - - - - 1735216
-BAREHER (H3E8) — Money at call and short notice (Note 8) - 17801077 - - - - - 17801077
~BRES (W) Treasury bills (Note 8) - 2085501 117592 406,581 - - - 3668084
-TRERRTRAEREL ~ Placements with banks and other
SREBRE(-ETZ financial institutions maturing
ERRE) between one and twelve months - - 5751905 113845 - - - 5865750
-B5RBCARAERR ~ Trade bills less impairment allowances 46492 156113 138,705 33,951 - - 4693 379,954
-REZRERE - Certificates of deposit held - - 19994 44980 - - - 64,974
-BERBEE - Trading assets - - - - 391 115452 650,117 765,960
-DATEERABEZS - Financial assets measured at fair value
BEE through profit or loss - - - 630,734 380475 2,218,200 - 6,653,686
-EPZEBREHBNER ~ Advances to customers less impairment
f& (B3 12(a) allowances (Note 12(a)) 2,897,467 7011648 4672111 8728369 21,822,840 25308814 241,977 70,683,226
-RORERELEREE ~ Advances to banks and other financial
2B (H3E12) institutions (Note 12(a)) - - - 31,856 - - - 31,856
-RERHBARITRHE - Held-to-maturity and available-for-sale
REE financial assets - 67,274 17,028 2,773,943 15,632,723 994,845 86,257 19,726,070
-AHAE - Other assets 5302 1,457,198 304,587 179,165 131,486 - 3725247 5,802,985
BEE Total assets 5822,049 28578811 12234292 12943424 41,392,192 28,637,311 4,708,291 134,316,370
8f Liabilities
-FARERENERER - Deposits and balances of banks and
LG other financial institutions 54,948 4,307,276 153,947 1,031,442 30,789 - - 5,578,402
-REZER - Deposits from customers 25,403,130 61,346,063 15403200 4,132,129 399,352 - - 106,683,874
-BEOZERE - Certificates of deposit issued - 200371 1,025,095 1225991 1,200,472 - - 3,651,929
-EERGEE - Trading liabilities - - - - - - 652729 652729
-EEAR - Loan capital - - - - - 2540850 2,997,994 5538844
-Epak - Other liabilities - 1427882 263,506 529,036 184,177 - 53,054 2,457,615
Baf Total liabilities 25,458,078 67,281,552 16,845,748  6,918598 1814790 2,540,850 3,703,777 124,563,393
BE/(BB)F2E Net assetsfiabiltes) gap (19,636,029) (38702,741) (4611456) 6,024826 39577402 26,096,461 1004514 9,752,977
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22. MR (&)

22. MATURITY PROFILE (Continued)

“EENETZAZT-H
31st December, 2006

BE
B k2 AUED)
-ERRESRERR AR
11 (H58)
-BERREREHREAR
EREMSBEE M
#$9)
-BARESAER (W)
Gt AGED)
-EHERRTRER L
SRBBRE(-E1C
(EEREE)
-B3EBEHRAAEE
-EERRAE
-UAFEERABRZE
BAE
-EFZEHEHRRAE
HGEIND)
-BARERANEREE
2B (H3E12)
-BEZIGRRAKEE
SHEE
-EHEE

BRE

af

-BARERALDRER
P

-EPZER

-BEAZERE

-EEMBAG

-fREER

-EEAR

Ak

BE/(RR)FZE

36

Assets

~ Cash balances (Note 8)

- Balances and placement with
central banks (Note 8)

- Balances and placement with
banks and other financial
institutions (Note 8)

- Money at call and short notice (Note 8)

—Treasury bills (Note 8)

- Placements with banks and other
financial institutions maturing
between one and twelve months

~Trade bills less impairment allowances

- Trading assets

~ Financial assets measured at fair value
through profit or loss

— Advances to customers less impairment
allowances (Note 12(a))

- Advances to banks and other financial
institutions (Note 12(a))

- Held-to-maturity and avallable-for-sale
financial assets

- Other assets

Total assets

Liabilities

- Deposits and balances of banks and
other financial institutions

— Deposits from customers

- Certificates of deposit issued

- Trading liabilities

- Loan capital

- Other liabilities

Total liabilities

Net assets/(liabilities) gap

—f&A =f&A -

NEE NEE EZE

=R - nE

—f@E  3months 1 year 5 years

iS5 EN or less or less orless  HEMNE

Repajable ~ 1month  butover  butover  butover After EHH At
on demand or less Tmonth 3 months 1 year 5 years Undated Total
446,035 - - - - - - w03
387073 - - - - - B TVE
1420617 - - - - - - 1420617
- B8 - - - - - B8
- 1165186 981449 537,598 - - - 2684233
- - 3519172 158,062 - - - 3677234
69,633 165,609 116,468 9,906 - - 8933 370,549
- - - 50 248 114,922 623,172 738,392
- 77,789 - 128,088 4,032,880 1,144,199 - 5382956
2333861 3674372 4347226 7588079 17,395,060 22,731,575 307,030 58,377,203
- - - 31,693 15,846 - - 47,539
- 38,864 274980 1,959,450 16,151,022 995,305 114,739 19,534,360
3190 1,563,742 266,339 94,106 106,641 - 3202367 5236385
4,660,409 30533553 9,505,634 10,507,032 37,701,697 24,986,001 4,256,241 122,150,567
121,79 635,464 49,767 756,466 129,3% - - 1,692,887
26,187,186 57,109,732 13,562,286 4,826,049 381,405 289 - 102,066,947
- 208,338 1,037,631 501,143 1,968,191 - 3,715,303
- - - - - - 590,899 590,899
- - - - - 2,527,850 - 2,527,850
- 1,365,811 256,229 478,783 70,820 - 68315 2,239,958
26308980 59,319,345 14905913 6,562,441  2,549812 2,528,139 659,214 112,833,844
(21,648571) (28,785,792) (5400279) 3,944,591 35,151,885 22,457,862 3,597,027 9,316,723




23. |®RA&

23. SHARE CAPITAL

—E5LF -y
~AA=t+H +-A=+—H
30th June, 2007  31st December, 2006
R A Authorised:
450,000,000 (= ZZ 74+ 450,000,000) Fx 450,000,000 (2006: 450,000,000)
LTRRERES - ordinary shares of HK$1.00 each 450,000 450,000
B2-22LF B2 -_ZTEX
AA=tHLE FTZA=+—HI
~EA FE
Six months ended Year ended
30th June, 2007  31st December, 2006
BURA: Issued and fully paid:
—A—B#&# At st January 294,221 294,021
PR BT 2R Shares issued in lieu of dividends 648 -
RERREEI BT 2 RN Shares issued under Share Option
Scheme 60 200
294,929,380 (ZZZ /4 1 294,220,500) Fx 294,929,380 (2006: 294,220,500)
LTRREREE—T ordinary shares of HK$1.00 each 294,929 294,221
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23. RA& (#)

38

(a)

RS

BE-_ZZLF X A=Z+tHIEAE
A RERRE B BIT 2 NRITY
A% A% 17 £60,0000%  EEEAEK
2,449,000 (BE-_TZ R F+_-A
=+ — B I-FZ:200,0004% & &
6,327,0007T) ° E A & #60,0007T (B
EEERFF+_A=+—HLHF
[€ : 75 %200,0007T) B AR AR ER -
FREUERE2,389,000T (BE-ZT N
F+_A=+T-—HUIEFE: EE
6,127,0007T) BB AR AR EIRA -
REEBBREER KEE LA

23. SHARE CAPITAL (Continued)

(a)

Share Option Scheme

During the six months ended 30th June, 2007, options
are exercised to subscribe for ordinary shares of 60,000
shares (year ended 31st December, 2006: 200,000
shares) in the Bank at a consideration of HK$2,449,000
(year ended 31st December, 2006: HK$6,327,000) of
which HK$60,000 (year ended 31st December, 2006:
HK$200,000) is credited to share capital and the balance
of HK$2,389,000 (year ended 31st December, 2006:
HK$6,127,000) is credited to the share premium
account. At balance sheet date, the terms and conditions
of unexpired and unexercised share options are as
follows:

EzRBREBREMT

—EELF —TEREF
AA=tH +ZA=+—H
30th June, 2007 31st December, 2006
RYRRERS 1TE(8 fgnE 4= gy 4=
Date of options granted Exercise price Number of shares Number of shares

BT

HK$
10/03/2001 23.60 150,000 150,000
15/03/2002 26.30 120,000 120,000
14/01/2003 25.80 40,000 60,000
14/03/2003 26.50 100,000 100,000
21/05/2004 43.80 335,000 350,000
14/01/2005 51.25 200,000 220,000
28/01/2005 50.25 80,000 85,000
1,025,000 1,085,000

REBRRETER T 2 RRETR
BRYTEHE—BFREETEFAT
- WABBROHETENRZIK.

NRZEE+FENA=1THHKRTE
ZRBEZ METHRGANTH
B618F (ZEERF+-_A=1—
H:6.714) o

The options granted under the Share Option Scheme
will be exercisable between the first and the tenth
anniversaries of the date of grant, and settled by physical
delivery of shares.

The options outstanding at 30th June, 2007 have a
weighted average remaining contractual life of 6.18
years (31st December, 2006: 6.71 years)



23. B (&)

(b) UERREZITZRE
HE - ZEZLFA=Z1+HIEAHE
A B%17648,8800% L @A AR E
HE_ZZERF+_A=+—H1t
FEERIBRE REARKEY
60,799,0007T * & # /& # 648,000/ E,
PR AN G2 B #2078 60,151,000
AR RERA-

() ESEm:E
AKERE RS ZB SN ELE
RYETREERE UEARRTZ
Bl B RIEREREREE
AE-—TEA-MESSRTEEN
XMRERE WA T A RS 2K
88 N AR H HIE R A %
T RENRH AL ENBEFE
FTBEF BUTZBEDLER:

23. SHARE CAPITAL (Continued)
(b) Shares issued in lieu of dividends

During the six months ended 30th June, 2007, 648,880
ordinary shares are issued in lieu of dividends declared
for the year ended 31st December, 2006 at a
consideration totalling HK$60,799,000 of which
HK$648,000 is credited to share capital and the balance
of HK$60,151,000 is credited to the share premium
account.

(c) EIP
The Group grants awards at no consideration for certain
employees to acquire ordinary shares in the Bank under
the EIP. The shares will be acquired at a nominal value
of HK$1 per share under the award. If the Board of
Directors determines to select the cash option when
shares vest, which is available under the plan, no new
shares will be issued on the date of vesting. The
percentage of awards vested between the sixth to the
tenth anniversaries after the date of grant is as follows:

REEM BN
Percentage
A& Date of award vesting
K BERE SNBSS Sixth anniversary of the date of grant 5%
K BERA BT Seventh anniversary of the date of grant 10%
=R b PAN S Eighth anniversary of the date of grant 15%
BB NBSF Ninth anniversary of the date of grant 20%
BB TRE Tenth anniversary of the date of grant 50%
RZEZELFA=1TH REEE At 30th June, 2007, the outstanding awards under the
REGECRELERR: EIP are:
ZBRtE ZTTRF
~AA=tH +ZA=+-H
30th June, 2007 31st December, 2006

RENKILA RERKLA

ATV EE ZAYER
BTHERS Fair value of RHEE Fair value of RiA#H
Date of T E awards at Number awards at Number
awards granted Exercise price date of grant of shares date of grant of shares

BT BT BT

HK$ HK$ HK$
21/05/2004 1.00 21,186,000 495,000 21,186,000 495,000
23/01/2006 1.00 87,672,000 1,560,000 87,672,000 1,560,000
29/01/2007 1.00 13,244,000 140,000 - -
122,102,000 2,195,000 108,858,000 2,055,000
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24. RESERVES
BE-EStERAZTALAER
Six months ended 30th June, 2007
R/t
Elhih k& RAEME
Bank  EfERE HE RHEE
RAEEE EARE —REE  pemies Ivestment  Captal  Unappro-
Share  Capital  General revaluation revaluation redemption priated CHI
plemium  resene  reserve  resene  rfeseve resene profits Total
“EELE-A-BER At tstlanuary, 2007 378421 215909 2,091,513 290,806 16,634 769 6,008,442 9,002,494
HERE Bxchange adjustments - - 4w - - - - 4w
REDREFEZT 25 Shares issued under Share Option
{2 Scheme 2389 - - - - - - 2389
REEE B2 ZRA  Shares premium under EP 6,935 - - - - - - 69
HE
KRR B BT R Shares issued in lieu of dividends 60,151 - - - - - - 60,151
BABREEHEZERA  Unrealised gains on revaluation of
HEESHEEZRE  avalableforsale financial assets
Rlia net of deferred tax - - - - 6313 - - 6313
HETHEELBEER  Gains on revaluation of
ENGABREZER  avalable-forsale financial assets
Yoz (Btsab) transferred to consolidated
profit and loss account on
disposal (Note 4(o)) - - - - (12978) - - (12978)
BERE Dividends paid - - - - - - (588521) (588,521)
BRAPETAFIRE  Profit attributable to shareholders
pA:Yi of the Bank for the period - - - - - - 956,263 956,263
ZEEEERAZTH  At30th June 2007 44789 215909 2,095,660 290,306 9,969 769 6,376,184 9,437,193

&8




24. f#fs ()

24.

RESERVES (Continued)

BE-TTAEICA=T-BLEE
Year ended 31st December, 2006

ZEERE-A-REH  Atlstlanuary, 2006
HERE Bxchange adjustments
REDREFEZT 25 Shares issued under Share Option
{2 Scheme
REES LB E ZRA  Shares premium under EP
BE
EMBRELHEZEM  Unrealised gains on revaluation of
HEHESREEZRE  avalableforsale financial assets
i net of deferred tax
HEMHEEESHEER  Gains on revaluation of
ENGABREZER  avalable-forsale financial assets
Yo transferred to consolidated
profit and loss account on
disposal
BABRERHBEZEMRR  Unrealised gains on revaluation
Tz RERME  of bank premises net of
deferred tax
Bk E Dividends paid
ERTAEFASARE  Profit attributable to shareholders
LA of the Bank for the year

ZERAETIAZE-
AER

At 31st December, 2006

AEER ST+ FNA=THZEBE
TFEIEEE A 525,717,000 (ZF
TN B E417,665,0007T) c BRAEE
RITRPIEBASELEE CHTE A5ESE
BREERE BRTEERIRERIIINE
EERFPERP ARSI BZBRERE L
FHLER RENEHEERERRE
ZEANERY

RITITHE
EftHA RE RIEE
Bank  EfEEfE Bk RHER
RAEEE EARE —REE  pemies Ivestment  Captal  Unappro-

Share  Capital  General revaluation revaluation redemption priated CHI
premium - reserve  feseve  feserve  eserve Tesenve profits Total
359929 215909 2090415 281,236 14,146 769 5,059,515 8021919

- - 1,098 - - - - 1,098
6,127 - - - - - - 6,127
12,365 - - - - - - 12,365
- - - - 14,378 - - 14378

- - - - (11,89) - - (11,89)
- - - 9,570 - - - 9,570

- - - - - - (11,789)  (711,789)
- - - - - - 1,660,716 1,660,716
38421 215909 2,091,513 290,806 16,634 769 6,008,442 9,002,494

The Group's unappropriated profits as at 30th June, 2007
included a regulatory reserve of HK$525,717,000 (2006:
HK$417,665,000). The regulatory reserve is maintained to
satisfy the provisions of the Hong Kong Banking Ordinance
for prudential supervision purposes by earmarking amounts
in respect of losses which the Group will or may incur on
advances to customers in addition to impairment losses
recognised. Movements in the reserve are earmarked directly
through unappropriated profits and in consultation with the

HKMA.
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(a)

(b)

BAREHR AR
IREHLAEOBEERRTIA
BREAREHREENERE BERK
AE-NESRIERIG HEEHR
REMEFPENRMI M AR E
BN ARBNEREARENER
Hm EE TS RIBEC A NS RAH
IPIREARRZARBHEEHRK-UAT
REBRANEHFAEERNER 2
NESHEME:

25. OFF-BALANCE SHEET EXPOSURES
(a) Contingent liabilities and commitments

Contingent liabilities and commitments are credit-related
instruments which include letters of credit, guarantees
and commitments to extend credit. The contractual
amounts represent the amounts at risk should the
contract be fully drawn upon and the client default.
Since a significant portion of guarantees and
commitments is expected to expire without being drawn
upon, the total of the contractual amounts is not
representative of future liquidity requirements. The
following is a summary of the contractual amounts of
each significant class of contingent liabilities and

commitments:

—E2BtE ZETRF
RA=TH +=-A=+—H
30th June, 2007 31st December, 2006
BEREEER Direct credit substitutes 1,441,682 1,795,317
RH BB HIAER Transaction-related
contingencies 146,303 133,868
BHEBINES Trade-related contingencies 1,622,491 1,191,434
H A Other commitments:
REEE —F A THA With an original maturity
EEUEUEE of one year or less or
which are unconditionally
cancellable 10,553,267 9,716,773
REEE—FUEH With an original maturity
over one year 2,940,365 2,491,796
BFRERER Forward forward deposits
placed 5,000 -
16,709,108 15,329,188
2@ T A (b) Derivative financial instruments

TETAREMBAH EEERT
P hw)— AL HERNEENIE
imE-e

ITEERTATIREAKEEINE
MERBREEMHAMET 2 ESR:
kBRI SMES-

WETAZRESRRNERE
MATRZ R HE R RE R
e

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

Derivative financial instruments arise from forward, swap
and option transactions undertaken by the Group in
the foreign exchange, interest rate and equity markets.

The notional amounts of these instruments indicate the
volume of transactions outstanding at the balance sheet
date and do not represent amounts at risk.



5. EEEERUNCEREE &)
(b) FTELBITA (%)

LXTi%iIE\@TEIEEK%EEIJZ%
Ee8

25. OFF-BALANCE SHEET EXPOSURES (Continued)
(b) Derivative financial instruments (Continued)
The following table is a summary of the notional
amounts of each significant type of derivatives:

—E2BtE ZETRF
AA=1H +-A=+—"H
30th June, 2007 31st December, 2006
B H Exchange rate contracts
LHﬂ AN—EERE Forwards - trading 21,981,857 61,189,905
BALR—EERS Option purchased -
trading 7,782,678 4,334,573
BLHE—EERE Option written —
trading 4,940,444 4,495,155
EEEHEE Total exchange rate
contracts 34,704,979 70,019,633
FIEE L Interest rate contracts
HHEHN—BEERE—TERHRA Swaps - trading -
receiving fixed rate 30,051,383 33,427,156
HHEN—EERE—TEXH Swaps - trading -
paying fixed rate 30,819,959 35,860,439
?ﬁﬁﬂ =] H JJT Ellﬁ%f—ﬁ:_,%\iﬁ SWapS— hedgmg -
paying fixed rate 406,536 482,236
FEEK B Total interest rate contracts 61,277,878 69,769,831
Bina 4 Equity contracts
BAME—EERS Option purchased —
trading 2,463,503 944,593
HHERE—EERR Option written —
trading 2,478,941 1,137,137
Bina#HBeE Total equity contracts 4,942,444 2,081,730
EENTERD Credit derivative contracts
BAGEENESR-EZERAE Credit defaults swaps
purchased - trading 200,000 -
BHEEENEH-BEERS Credit defaults swaps
written — trading 200,000 -
BHEEENER-KRERE Credit defaults swaps
written — investment 741,810 -
FEMEEHNRBE Total credit derivative
contracts 1,141,810 -
102,067,111 141,871,194
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(b) FTELBTE(E)

()
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EERGBEASBAHNTRFE
EESIEMHERFERHMAE
JemI AL

FHEEGBERUIINZEBREE 2
EENANEERRINESEN T
L% BUAAREEFELHL

=P
=

25. OFF-BALANCE SHEET EXPOSURES (Continued)
(b) Derivative financial instruments (Continued)

The trading transactions include the Group’s positions
arising from the execution of trade orders from
customers or transactions undertaken to hedge these
positions.

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

—EELHE “EETRE
~NA=Zt+H +ZA=+—H
30th June, 2007 31st December, 2006
EERR EERR
MESEE MESEE
EERA Credit risk BEEKAR Credit risk
Replacement weighted Replacement weighted
cost amount cost amount
KAERREE  Contingent liabilities and
commitments N/A 2,614,749 N/A 2,659,818
EEH Exchange rate contracts 115,958 300,543 169,917 219,406
FEEH Interest rate contracts 436,536 176,746 424,243 152,106
R &4 Equity contracts 84,830 233,104 15,096 34,342
EENTEEN Credit derivative contracts 1,492 38,281 - -
638,816 3,363,423 609,256 3,065,672
BXRE (c) Capital commitments

RNEEAREEAVEEEEMYL

REFHBBREFELEEZE
RAEEWT:

Capital commitments for acquisition of tangible fixed
assets outstanding at balance sheet date not provided
for in the interim financial report are as follows:

—EELF
AA=tH
30th June, 2007 31st December, 2006

ERAERRITAHZHAX
ERAERRRIT RN ZAX

Expenditure authorised

and contracted for 19,042 44,934
Expenditure authorised

but not contracted for - -

19,042 44,934



26. REFERGEHERERME

(a)

EXBHNEREEXEH 2 FRE
HAH R

26. NOTE TO THE UNAUDITED CONSOLIDATED CASH FLOW

STATEMENT

(a) Reconciliation of operating profit to net cash inflow

from operating activities

BE-_EZtF BE_TTRF
AA=tHL NA=ZTHIE
~ME A S~ E A
Six months ended Six months ended
30th June, 2007 30th June, 2006
CE YT Operating profit 1,042,272 955,182
& (FEE3(d) Depreciation (Note 3(d)) 43,870 39,346
(B 5 B =8I (FEE3(d) EIP cost (Note 3(d)) 6,935 6,182
X AR EE AR S (FE30) Interest expense on loan capital
(Note 3(b)) 104,373 66,396
AATFEEFABRZEEERZ Change in fair value on loan
AFEEES capital measured at fair value
through profit or loss (97,224) -
ENFEH Profits tax paid (62,934) (61,381)
RAHIR A =E A £ Z BT Change in treasury bills with
EnE original maturity of three
months or above 728,707 389,895
REHRA=EAZIN L2 EH Change in placements with banks
BHRRTAEREMSRERE and other finandial institutions
HEEH with original maturity of three
months or above 3,615,485 291,663
ESEBE AR RELRE Change in trade bills less
impairment allowances (9,405) (76,007)
REZREREE Change in certificates of deposit
held 50,691 -
EERBEESR Change in trading assets (27,568) (118,880)
NAFEEFABRE/ SRHEE Change in financial assets
4 measured at fair value through
profit or loss (1,270,730) 163,334
BPZEFREMBRED AR Change in advances to customers
BEEE and other accounts less
impairment allowances (6,640,841) (1,740,978)
BTRAEREMEREELFER Change in deposits and balances
& of banks and other financial
institutions 19,504 (250,984)
BPZERE Change in deposits from
customers 4,555,422 6,386,831
BRTZERES Change in certificates of deposit
issued (817,610) 317,866
EER®AGESY Change in trading liabilities 61,830 64,005
HinRIERERS Change in other accounts and
provision 12,837 9,464
EERBRALHEEE Net cash inflow from operating
activities 1,315,614 6,441,934
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26. AEBRGEHRERERNE (&) 26. NOTE TO THE UNAUDITED CONSOLIDATED CASH FLOW
STATEMENT (Continued)
(b) Acquisition of a subsidiary
On 31st January, 2007, the Bank acquired the entire
equity interest in Inchroy at a consideration of
HK$1,400,000,000, satisfied in cash. Inchroy is a deposit-

taking company incorporated in Hong Kong. The net

(b) WHEHKBLE
R-ZZE+F—A=+—H KiR{T
IR & K BB % 1,400,000,0007T K
BRNE2HRAER AN A —HR
BEAMK L2 BEZFRA R AU

BEHBAZFEENT: assets acquired at the date of acquisition are as follows:
BE-E2tH
ABE=tHL
~EA
Six months ended
30th June, 2007
ReRhEHES Cash and short-term funds 54,941
RAEZERE Certificates of deposit held 115,665
BEPZERREMBIRD R Advances to customers and other
BRR (B ZE 1 accounts less impairment
allowances 5,566,963
EWETEEE Tangible fixed assets 1,358
A] I (3] 28 B A T8 Current tax recoverable 4,486
RITRAEREMEREE Deposits and balances of banks and
X4 other financial institutions (3,872,701)
HPZHEHR Deposits from customers (61,505)
BEITZERE Certificates of deposit issued (754,236)
BEREAE Deferred tax liabilities (97,055)
HRIE £ Other accounts and provisions (13,941)
ARz FEERFRE Net identifiable assets and liabilities 943,975
HEREELCERE Positive goodwill arising from
(BFzE15) consolidation (Note 15) 459,008
R ez WERE Purchase consideration paid,
satisfied in cash 1,400,000
DReXNEKEEBLE Direct costs relating to the
B acquisition, satisfied in cash 2,983
BN B AR RS Less: Cash and cash equivalents of
NERE the subsidiary acquired (54,535)

RENBAR 2 FHRE R

Net cash outflow in respect of the
purchase of a subsidiary

1,348,448



26. AEBERGERERERWTE (&) 26. NOTE TO THE UNAUDITED CONSOLIDATED CASH FLOW

STATEMENT (Continued)
(0 BEEeRERFEZLELHEALERE (c) Reconciliation of cash and cash equivalents with
REEBERZHE the unaudited consolidated balance sheet
—EELF “EERF
AAB=tH ~NA=TH
30th June, 2007 30th June, 2006
BekEhEs Cash and short-term funds 24,341,909 21,387,260
THEHRITR % kL& mk Placements with banks and
ByE(—ET-_EARIH) other financial institutions
maturing between one
and twelve months 5,865,750 4,005,194
RAREEZRGAEEABRALZ Amounts shown in the
TH unaudited consolidated
balance sheet 30,207,659 25,392,454
W RABRRA=BEASIIAN L Less: Amounts with an
L original maturity of
three months or above (1,350,288) (1,004,676)
BB CIRTREREMS A Deposits and balances of
BTN banks and other financial
institutions that are
repayable on demand (65,268) (152,220)
RABEREEHERERALZ Cash and cash equivalents
RehEFRREER in the unaudited
consolidated cash flow
statement 28,792,103 24,235,558

47



RSEZ 2P H BB, S M & Notes to Unaudited Interim Financial Report

2]7. EXHEALIRS

48

(a) TERR

BE_ZZEFA=+HLEAE
AR AEEEARTZEERRE
BANRITER (B-_ZZ+F+A
— H#B 2 A The Bank of New York
Mellon Corporation) & EHf B2 7] 2
R HR—RIEFEBREAEEE
BT HAZKE BEBBRAZ
FHEBREERERFTINT:

27. MATERIAL RELATED PARTY TRANSACTIONS
(a) Substantial shareholder

During the six months ended 30th June, 2007,
transactions with The Bank of New York Company Inc.
(changed to The Bank of New York Mellon Corporation
with effect from 1st July, 2007), a substantial shareholder
of the Bank, or its subsidiaries are entered into by the
Group in the ordinary course of business and on normal
commercial terms. The income and expense for the
period, average on-balance sheet outstanding for the
period and on-balance sheet outstanding at the balance
sheet date are:

() WARZH (i) Income and expense
BE_ZZtFE BE_TTRF
AA=THIL NA=ZTHLE
~EA 7~ {E A
Six months ended Six months ended
30th June, 2007 30th June, 2006
FMEBA Interest income 8,112 3,354
MEXZH Interest expense 278 624

(i) BERERAZFHE

(i)  Average on-balance sheet outstanding

BZ-Z2Z+tF BE-ZTF
AAZtHL +-A=+—-HB1t
~MEA FE

Six months ended Year ended

30th June, 2007  31st December, 2006

RekEHES
RITAXREAMEREE 27

iy BEBBERAZEERLEH

Cash and short-term

funds 398,273 214,309
Deposits and balances

of banks and other

financial institutions 42,780 43,853

(i) On-balance sheet outstanding at the balance sheet
date

i3 of ;3 —EERE
~B=1H +-HA=1+—H
30th June, 2007  31st December, 2006

RekEHET

RIOTFAXREMEREEZER

Cash and short-term

funds 127,686 48,609
Deposits and balances

of banks and other

financial institutions 30,523 106,807



2]7. EXBEALRE ()

(b)

(c)

DERFEZHEA
R—ANARENA=TH KRETHE
B 65%MR K 2 I B 1 A] ok = BR AR i
REBRATE ([KERRE]) HEFR
R ER AR ([&HRiRER]) 2
2EMBRARGRERBRER (BF)
BRAR ([RRRR]) ZE—EE
B -BELBERS NIRRRR
BEEXKGRBREBRBRERZE
BT {E-#RREBRAKERR ZE
ZRRE HZ AR EBITRAN35% o
RIBEZE+F - A+H HEEAY
BEEEME H-_ZT+FE—F—H
EEENE+_A=+—AKIL
WESFEEERAEMIRRE 2
BREMET - RELEEEAL:
BE_ZZ+FX A=+tHIEAE
AR KRB TInRRREE
2,129,0000C (ZET N F B
2,577,0007T) EEERA-

B&NF

AREBETHERR 2HRBEE
62,000,000 (ZEEXF B
62,000,0007T) I K1 6 B R BR
—ETN\FEE-

27. MATERIAL RELATED PARTY TRANSACTIONS (Continued)
(b) Minority interest holder

On 30th June, 1995, Wing Hang Zurich Insurance
Company Limited (“WHZ Insurance”), a 65 percent
owned subsidiary of the Bank, entered into a
Management Agreement with Swiss Insurance
Management (Hong Kong) Limited (“Swiss Insurance”),
a wholly-owned subsidiary of Zurich Insurance Limited
("Zurich Insurance”) pursuant to which Swiss Insurance
has been appointed as manager of WHZ Insurance in
connection with the conduct by WHZ Insurance of its
insurance business. Zurich Insurance is a substantial
shareholder of WHZ Insurance holding 35 percent of
WHZ Insurance’s issued share capital. On 7th February,
2007, the Management Agreement was extended for
two years from 1st January, 2007 to 31st December,
2008. The revised management fee is based on certain
percentage of gross written premiums received. Under
the Management Agreement, WHZ Insurance pays to
Swiss Insurance an amount of HK$2,129,000 (2006:
HK$2,577,000), being the contractual management fees
payable during the six months ended 30th June, 2007.

(c) Associated company

The Group provides an unsecured and interest-free loan
of HK$62,000,000 (2006: HK$62,000,000) to an
associated company which is repayable in 2008.
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(d TEFTHEAE

HE - ZEZLFA=Z1+HIEAHE
AR AEBHETE ﬁﬂz/\é\&,ﬁ
ZEB RXEEATAERZA

SEABEAFENZA Tuwy
BRGFERSGHRB—RIERE
BRE-—REAEFEAKEZEFHE
EZERERE-BAZFBHA
FESZHEMe EEARERAZT
HEBMNEEAEHFNDT:

27. MATERIAL RELATED PARTY TRANSACTIONS (Continued)
(d) Key management personnel

During the six months ended 30th June, 2007, the
Group enters into a number of transactions with the
Group’s key management personnel and their close
family members and companies controlled or significantly
influenced by them. All the transactions are in the
ordinary course of business and under terms and
conditions normally applicable to customers of
comparable standing. The interest income, interest
expenses and emoluments for the period, average on-
balance sheet outstanding for the period and on-balance
sheet outstanding at the balance sheet date are as
follows:

() WARxH (i) Income and expense
ai—?7‘t$ @i—? 7/\@5
~A=tAHLE NAZTALE
~MEA ~EA
Six months ended Six months ended
30th June, 2007 30th June, 2006
FlEMA Interest income 14,177 14,355
MEXZH Interest expense 23,908 17,880

(iy BERABRAZFHER

(i)  Average on-balance sheet outstanding

BE-22tF BE-ZZ/F
AA=tHLE +ZA=1+—Hit
~MEA FE

Six months ended Year ended

30th June, 2007  31st December, 2006

iy BEBBERAZEERLEH

Advances to customers 508,758 550,981
Deposits from customers 1,158,866 892,011

(i) On-balance sheet outstanding at the balance sheet

date
“EBtE —ZT T¢
~B=1H +-A=+—
30th June, 2007  31st December, 2006
RPZEXK Advances to customers 525,657 528,757
RPZHER Deposits from customers 1,357,903 974,236



27.

28.

BRABAEALIRES (&)
(d) ETETHAE (&)
(ivy BM&
TETBABZMEFIET:

27.

MATERIAL RELATED PARTY TRANSACTIONS (Continued)
(d) Key management personnel (Continued)
(iv) Emoluments
Remuneration for key management personnel is as

follows:

BE-ZEtF HE_ZTF
AA=TAHLE ~NA=THLE
~EA ~EA
Six months ended Six months ended
30th June, 2007 30th June, 2006

RHEERM Short-term employee
benefits 21,788 16,742

B AR Post-employment

benefits 1,079 816

Rfn 2By 4E M Equity compensation
benefits 4,514 4514
27,381 22,072

(e) BE_ZTTLFRA=THIARMHE
AR BERENDAETHEEAL
ZHRBREREMRERRER (ZF
TRNEFE) o

EkEE
AEECHIEBR BFRRE NEEAR

SEAMASHIREERR NEEAE
5715“ ﬁf@%ﬁ& fiﬁpﬂ%u)b J//(ﬁi
AEE EREEHEERR RBES
Jﬂffﬂ?%ﬂ&‘%@ﬂﬁﬁi%ﬁ%ﬁﬂ Eié
BHR BEFARENEEESHLET
ZEEeRE THERKRERBEBA L
/\E.ZZDTxV?E\ﬁ&ﬁ}XElLEJEéE

2 EE RN N E B SHITERRE
F&? URE AERZEBR LR T
JIAE R

28.

(e) During the six months ended 30th June, 2007, no
allowance for impairment losses has been made in
respect of the above advances to related parties (2006:
Nil).

MANAGEMENT OF RISKS

The Group has established policies, procedures and limits to
manage various types of risk that the Group is exposed to.
Risk management processes and management information
systems are in place to identify, measure, monitor and control
credit risk, liquidity risk, market risk, operational risk etc. The
risk management policies, procedures and limits are approved
by the Board of Directors or its designated committees, and
are monitored and reviewed regularly by relevant risk
management committees, such as the Credit Committee
and the Asset and Liability Management Committee
("ALMCOQO"). Internal auditors perform regular audits and
independent checking to ensure compliance with the policies
and procedures.
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(a)
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B E

CERREE
EERRERZSHFRERBITH
AE REASENET -ES5E
B PETETARHEBERK -BES
SERERARITZETRFTH
BETEFRENEREZESURTE
ERBERE-

Eff BEETEUNEMER &
EEERENERRETRERE
BRIt E R -ARENEER
BEHE TR T EENEN FEH
REERNERF R0 BRI
ENER TRE(FRBRITER
By &£ERELNEINELE
Eﬂi“A?"HjE’JQquEE'J SRHIEH KR
B8 MR ERNHEER

FEERREEREIZCHERAEEN
ERFM LEMREZESTHR
BE#tZ - ERFMARRAEER
55'&*% REGE FERERE §
ROBES EEBRIRERR-

() TEEEERR
TECEERRIBBEZLE F
EERARFNEE KRB
ZERBRIEERERAER,o
EREERRNETEFEAR
EERRE- ﬁﬁlﬁﬁlﬁﬂl
EEF UFHEBERZHF 3k
RHMBEEERR ARAE
HZEARSEE REERP
mE ARECHE—EEAR
ERXRSZHFOEHEMmMFRZ
CEBZARG - AEETERE
ATTERTROBRAMER
ABBEL T RBAERTE TR
R ERRBRLIEE SRR
AEENDETRNEE BR
REBERNHARNERTL &
BERETEE RN AE.

28. MANAGEMENT OF RISKS (Continued)
(a) Credit risk management

Credit risk arises from the possibility that the counterparty
in a transaction may default. It arises from the lending,
trade finance, treasury, derivatives and other activities
undertaken by the Group. The Board of Directors has
delegated the Group’s credit risk management to the
Credit Committee, which is chaired by the Bank’s
Chairman and Chief Executive.

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

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

policy.

(i) Corporate credit risk

The corporate credit exposures are diversified
among corporates, middle market borrowers and
small and medium enterprises. The large corporate
exposures are generally concentrated among highly
rated customers. The principal means of managing
credit risk is the credit approval process. The Group
has policies and procedures to evaluate the potential
credit risk of a particular counterparty or transaction
and to approve the transaction. For corporate
clients, the Group has a detailed credit review
system that is applied to each counterparty on a
regular basis. The Group also has limits for exposure
to individual industries and for borrowers and
groups of borrowers, regardless of whether the
exposure is in the form of loans or non-funded
exposures. The Group also has a review process
that ensures the proper level of review and approval
depending on the size of the facility and risk grading
of the credit.
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28. MANAGEMENT OF RISKS (Continued)
(a) Credit risk management (Continued)

(i)

(ii)

(iif)

(iv)

Corporate credit risk (Continued)

The Group undertakes ongoing credit review and
monitoring at various levels. The credit policies
promote early detection of counterparty, industry
or product exposures that require special attentions.
The Credit Committee oversees the overall portfolio
risk as well as individual problem loans and potential
problem loans on a regular basis.

Retail credit risk

The Group’s retail credit policy and approval process
are designed based on the characteristics of the
retail banking products: small value but high
volume, and relatively homogeneous transactions.
Monitoring the credit risk of retail exposures is based
primarily on statistical analyses and portfolio review
with respect to different products and types of
customers. The Group reviews and revises the
product terms and customer profiles on a continual
basis according to the performance of respective
portfolios and the market practices.

Credit-related commitments

The risks involved in credit-related commitments
and contingencies are essentially the same as the
credit risk involved in extending loan facilities to
customers. These transactions are, therefore, subject
to the same credit application, portfolio
maintenance and collateral requirements as for
customers applying for loans.

Concentrations of credit risk

Concentration of credit risk exists when changes in
geographic, economic or industry factors similarly
affect groups of counterparties whose aggregate
credit exposure is material in relation to the Group’s
total exposures. The Group’s portfolio is diversified
along geographic, industry and product sectors in
accordance with the established limits approved by
the relevant risk committees.

Analysis of credit risk concentration by economic

sector of respective financial assets is disclosed in
notes 9 to 13.
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28. MANAGEMENT OF RISKS (Continued)
(b) Liquidity risk management

(c)

Liquidity risk is the risk of inability to fund an increase in
assets or meet obligations as they fall due. The Group
has established liquidity management policies for
ensuring adequate liquidity is maintained at all times.
The Group maintained an average liquidity ratio of
52.3% for the six months ended 30th June, 2007 (2006:
50.8%), which is well above the statutory requirement
of 25%.

Liquidity is managed day-to-day by the treasury under
the direction of ALMCO. ALMCO, which comprises
personnel from senior management, treasury function,
risk management, financial management and other
business areas that could affect liquidity risk, is
responsible for overseeing the liquidity risk management,
in particular implementation of appropriate liquidity
policies and procedures, identifying, measuring and
monitoring liquidity risk, and control over the liquidity
risk management process. The Board of Directors
approves the liquidity risk strategy and policies,
maintaining continued awareness of the overall liquidity
risk profile, and ensuring liquidity risk is adequately
managed and controlled by senior management within
the established risk management framework.

To cater for funding requirements during ordinary course
of business, sufficient liquid assets are held and also
access to the interbank market is maintained. In addition,
adequate standby facilities are maintained in order to
meet any unexpected and material cash outflow. The
Group also performs regular stress tests on its liquidity
position to ensure adequate liquidity is maintained at all
times. The detail of the analysis on the Group’s assets
and liabilities into relevant maturity groupings based on
the remaining period at balance sheet date to the
contractual maturity date are set out in the note 22.

Market risk management

Market risk is the risk arising from the movements in
market prices of on- and off- balance sheet positions in
interest rates, foreign exchange rates as well as equity
and commodity prices and the resulting change in the
profit/loss or reserve of the Group.

The Group is exposed to market risk on position taken
or financial instrument held or taken such as foreign
exchange contracts, interest rate contracts, fixed income
and equity securities and derivative financial instruments.



28. EREE (&)

()

G E R EE (F)
EXgEMRRAETSRARERK
ROFEEIHR-BEAREEZE
SRETENREEM SRR 2B
B BREE SRR K EREEE
RUEEERBMBERRE - ZFRE
MEERGBEEZESHELSE
MRE Bitest AR EXE B AL
EEFM-ARTZBRA/TEHE
BRE-PERATEETHREE
ZBE NEREBERRRRE-

ARENBRRTIHRREEER
TREZHERRE RMHETARD
BETAZKRRE MERINEDT
ATRAHNNRGRAEERHE
PAAHRO—IR TEAUFEER
BERRVTiEARFPmPNAR.

AEE B EREE KRG HA
REFRER - B EHRARGE
A—EHMNENEHRERERT
A TAAAREZEPORM-ES
JETR AT R AT il — BB HO R R
YT EHERNTE-

(i) MEEE
AREBEMNRRRREEE &
RERRIE RS RITEBM
RSB EEMRER
ERNEREE REMERELER
EEMREME TEES AR
FREER HEPBREBRESM
EREPRAETEREFRME
B ARBzMEERAEER
EERZEGEE YHFAERL
EXERTARE AP BEF
RERRE EmRHRELE
HREF - AKBEINE AR K2
HLREMTETAEENEE

(& o
2

28. MANAGEMENT OF RISKS (Continued)
(c) Market risk management (Continued)

The Board of Directors reviews and approves the policies
for the management of market risks and trading
authorities. ALMCO has been delegated the responsibility
of controlling and monitoring market risk including
regular review of the risk exposures and the risk
management framework such as the established limits
and stop-losses. The limits are set by ALMCO and
reviewed on a periodic basis with reference to market
conditions, with any material changes requiring a review
by the Board of Directors. It is the Bank’s policy that no
limit should be exceeded. Middle Office has been
delegated the duties of intra-day monitoring and
ensuring compliance with the policy and limits.

The Group adopts a prudent approach in managing the
portfolio of trading instruments. It reduces excessive
market risk by offsetting trading transactions or hedging
the open positions by executing derivative contracts with
other market counterparties. Trading of interest rate
and foreign exchange derivative contracts forms an
integral part of the Group’s trading activities, which are
primarily for squaring the trading positions or covering
the customer driven positions.

The Group uses Price Value Basis Point (“PVBP") to
monitor and limit its interest rate risk exposure. PVBP is
a technique involving the calculation the change in
present value of a financial instrument or a portfolio of
instruments due to a change in one basis point of interest
rates. It also provides a quick tool to evaluate the impact
on profit and loss due to a basis point movement in
interest rates.

(i) Interest rate risk

The Group’s interest rate exposures arise from
lending, deposit taking as well as treasury activities.
Interest rate risk primarily results from the timing
differences in the repricing of interest-bearing assets,
liabilities and commitments, which may apply to
both banking book and trading book. It also relates
to positions from non-interest bearing liabilities
including shareholders’ funds and current accounts,
as well as from certain fixed rate loans and liabilities.
The Group’s interest rate risk is monitored by the
ALMCO within limits approved by the Board,
including interest rate gap limit, product limit and
PVBP limit. The Group also uses interest rate swaps
and other derivatives to manage interest rate risk.
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28. MANAGEMENT OF RISKS (Continued)
(c) Market risk management (Continued)

(i)

(ii)

Interest rate risk (Continued)

Structural interest rate risk arises primarily from the
deployment of non-interest bearing liabilities,
including shareholders’ funds and current accounts,
as well as from certain fixed rate loans and liabilities.
Structural interest rate risk is monitored by ALMCO.

Currency risk

The Group's foreign exchange positions, which arise
from foreign exchange dealing, commercial banking
operations and structural foreign currency exposures
arising from capital investment in subsidiaries and
branches outside Hong Kong, mainly in US dollar,
Macau Patacas and Renminbi, are managed by
ALMCO. All foreign exchange positions are
managed by the ALMCO within limits approved by
the Board of Directors.

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

The net option position is calculated on the basis
of delta-weighted positions of all foreign exchange
options contracts. The net structural position
includes the Bank’s overseas branch, banking
subsidiaries and other subsidiaries substantially
involved in foreign exchange trading and include
structural assets or liabilities as follow:

— capital and statutory reserves of overseas
branches;

— investments in overseas subsidiaries and related
companies; and

— loan capital.
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(0 THEBEEE (&) (c) Market risk management (Continued)
(iy BEERRE &) (i) Currency risk (Continued)
g 33 o :3 “SERF
~AE=1H +-R=1+—H
30th June, 2007 31st December, 2006
e = e At
(BEREZEET)  (n millions of HKS equivalent) uss$ Total Us$ Total
HEBE Spot assets 34,300 56,171 33,352 54,786
HEBR Spot liabilities (35,541) (56,887) (33,486) (54,549)
EHEA Forward purchases 12,733 14,673 32,214 35,141
REEL Forward sales (8,356) (10,498) (28,651) (32,299)
HEERTE Net option position (5,303) (5,303) (171) (166)
(%) /R&FE  Net (short¥long positions (2,167) (1,844) 3,258 2,913
ZEZLERAZTA “EEAET-AZT-H
30th June, 2007 31st December, 2006
R% AR% R AR
(BERBEAT)  (nmillons of HKS Macau  Chinese e A3 Macau  Chinese e At
equivalent) Patacas  Renminbi Uss Total  Patacas  Renminbi Uss Total
GREtERTE Net structural positions 496 205 29 996 441 199 34 964

(d) Operational risk management

Operational risk is defined as the risk of loss resulting
from inadequate or failed internal processes, people
and systems or from external events.

The Group's risk management framework is established
to control risks at both corporate and departmental
levels. The underlying management principle is built upon
a long-standing culture of high integrity and risk
awareness fostered by senior executives of the Group.

The framework consists of governing policies with
control measures to ascertain absolute compliance by
all operating units. These measures are directed,
controlled and held to account by operation
management committees chaired by senior executives.
Regular reviews are performed by the committees to
ensure proper functioning of internal controls and to
identify improvement opportunities.

Furthermore, independent reviews are conducted by the
Group’s Internal Audit Division to measure the
effectiveness of the Group’s system of internal controls.
This division reports to the Audit Committee to ensure
the framework is managed with high standards of
probity.
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(a) CAPITAL ADEQUACY AND LIQUIDITY RATIO
(i) Capital adequacy ratio

- e
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30th June, 2007 31st December, 2006
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Core capital
Paid-up ordinary share capital
Share premium
Published reserves
Profit and loss account
Less: Goodwill

Core capital before deduction
Less: 50% of total amount
of deductible items

Total core capital

Supplementary capital

Reserves attributable to fair
value gains on revaluation
of holdings of land and
buildings

Reserves attributable to fair
value gains on revaluation
of holdings of available-for-
sale equities and debt
securities

Regulatory reserve for general
banking risks

Collective impairment
allowances

Perpetual subordinated debt

Term subordinated debt

Supplementary capital before
deduction
Less: 50% of total amount of
deductible items

Total supplementary capital

Total capital base before
deductions

Deductions from total capital
base

Total capital base after
deductions

Capital adequacy ratio

Core capital adequacy ratio

294,929

447,896
7,166,118

519,523
(1,306,430)

7,122,036

(154,806)

6,967,230

144,450

5,284
525,717
183,916

2,997,994
2,540,850

6,398,211

(154,806)

6,243,405

13,210,635
17.2%

9.1%

294,221
378,421
6,541,502
694,038
(847,422)
7,060,760

7,060,760

191,836

(88,791)
417,665
169,002

2,527,850

3,217,562

3,217,562

10,278,322

(405,324)

9,872,998
15.2%

10.9%
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(i)

(i)

(a) CAPITAL ADEQUACY AND LIQUIDITY RATIO (Continued)

BEXZREE(E) (i) Capital adequacy ratio (Continued)
:gg‘tﬁx\ﬂ 7—|— AZzEAXTRRE The capital adequacy ratios as at 30th June, 2007 are
e R RARIRTT R A I E R RIRE computed on a consolidated basis covering the Bank
EREERE TE)% ( f’f%ﬂ%J ) REE and certain of its subsidiaries as specified by the Hong
MBR G EEEFE WRE-FT Kong Monetary Authority (“HKMA") for its regulatory
T+¥—H—H ExﬂlZE fﬁfﬂ‘m supervision purposes and are in accordance with the
Bz R17% (BAR) Al —TTRF Banking (Capital) Rules of the Hong Kong Banking
+_ A=+—H2 §$}Eﬁtt3‘:z Ordinance which became effective on 1st January, 2007.
B HRBEBRITEAIMER=2 The capital adequacy ratios as at 31st December, 2006
xi&jﬁ?{ BeEREHEBTHR are computed in accordance with the Third Schedule to
FHAEE TS ERERTEE the Hong Kong Banking Ordinance and adjusted
AIFUAB-AEMEZELRT R in accordance with the module on “Maintenance of
L EF R EEL R adequate capital against market risks” under Supervisory
Policy Manual issued by the HKMA. The capital adequacy
ratios of the two periods are not directly comparable.
EEHRATHEARSER _ZZ In calculating the capital adequacy ratio of the Group
FXA f‘l' EI - . as at 30th June, 2007, the following subsidiaries are
BER U AEE T 2B QR excluded from the basis of consolidation for regulatory
reporting purposes:
—  CF Limited —  CF Limited
- MIE—RT(REA) BRAR —  Chekiang First Bank (Nominees) Limited
- WIE—RITUETE) BRAA —  Chekiang First Bank (Trustees) Limited
- MIE-BRRAA —  Chekiang First Limited
- }?ﬁ}I% & #ﬁl‘ﬁ —  Chekiang First Securities Company Limited
- AER éﬁﬁﬁ —  Honfirst Investment Limited
- KFRIT (fﬂi)\) ﬁﬁﬁ’& Al —  Wing Hang Bank (Nominees) Limited
- KFRITEFARD —  Wing Hang Bank (Trustee) Limited
- XFTREREERA —  Wing Hang Insurance Agency Limited
- XFRE EEFEVEI?E - Wing Hang Insurance Brokers Limited
- XFEHFERR —  Wing Hang Shares Brokerage Company Limited
- KFHBEMR Mﬁﬁﬁﬂﬂ —  Wing Hang Zurich Insurance Company Limited
FHRBELHE (i) Average liquidity ratio
BZ-22tH BE_TTRHE
~A=+ALE SA=tHLE
~EA ~EA
Six months ended Six months ended
30th June, 2007  30th June, 2006
THRBERLLE Average liquidity ratio 52.3% 50.8%

NERFHRBDES L RDREE

BIRTTIRPIM RO Bt R B

ERHAERARTLHBNER
MEBLRMmatE-

The average liquidity ratio for the six months includes
the liquidity positions of the Bank and certain of its
financial subsidiaries, which is the basis of computation
agreed with the HKMA, and has been computed in
accordance with the Fourth Schedule to the Hong Kong
Banking Ordinance.
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(b) ADVANCES TO CUSTOMERS ANALYSED BY
GEOGRAPHICAL AREA
The geographical information is classified by the geographical
location of the counterparties after taking into account any
risk transfer. In general, such transfer of risk takes place if
the claims are guaranteed by a party in a geographical
location which is different from that of the borrower or if
the claims are on an overseas branch of a bank whose head
office is located in another geographical location.

“ERELEAA=TH

30th June, 2007

BB

“EANE
EFPER HE ZEFER {& 51 R
Ek EPER Overdue WEER REERE
Gross Impaired advances Individual Collective
advances  advancesto for over three  impairment  impairment
to customers customers months allowances allowances
BB Hong Kong 59,804,661 224,675 147,332 70,707 154,882
R P Macau 5,975,095 44,754 42,643 2,111 15,468
o A 3t Mainland China 2,450,837 5,322 3,463 1,778 6,338
Hit Others 2,711,719 14,022 10,104 784 7,018
70,942,312 288,773 203,542 75,380 183,706

“EERF+-A=1+—H
31st December, 2006

BB H

“EANE
EFER HE ZEFER {51 B
wE RFER Overdue REEE HE%ERE
Gross Impaired advances Individual Collective
advances  advancesto for over three  impairment  impairment
to customers customers months allowances allowances
BB Hong Kong 48,519,063 297,137 228,191 79,304 139,613
RF Macau 5,819,641 48,677 46,935 11,361 16,737
Rl A Mainland China 1,673,038 3,824 3,567 1,163 4,808
HAh Others 2,626,495 14,454 3,552 489 7,559
58,638,237 364,092 282,245 92,317 168,717
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ADVANCES TO CUSTOMERS ANALYSED BY INDUSTRY
SECTORS

The following information concerning the percentage of
advances covered by collateral or other security, impaired
advances, overdue advances and individual and collective
impairment allowances by industry sectors, is prepared by
classifying the advances according to the usage of the
advances.

“EELEXA=1A
30th June, 2007

EERERCER Advances for use in Hong Kong
IX¥Bxked Industrial, commercial and financial
-NEER - Property development
-NERE ~ Property investment
-BHikE ~ Financial concerns
-REEL - Stockbrokers
-RERTEX ~ Wholesale and retail trae
-RER - Manufacturing
-BHREERE ~Transport and transport
equipment
-BHBR ~ Information technology
-REEBZLER - Share financing
-Hft, - Others
(EDN Individuals
-REIEERHE] ~ Advances for the purchase of flats
[LAKEZE in Home Ownership Scheme,
BE:E] R Private Sector Participation
[HEEEEE Scheme and Tenants Purchase
BFZER Scheme
-BEAREENE ~ Advances for the purchase of
LER other residential properties
L ”M *” ~ Credit card advances
-Hft, - Others
ESRE Trade finance
EERUNMERZER Advances for use outside Hong Kong
- mERL ~ Mainland China
i - Macau
-Hf - Others

EEH

FEREH =AML
AR RE  ZEPEW {5 BB
% of EFEN Overdue REEE AEER
advances Impaired advances Individual Collective
covered by advancesto  for over three impairment impairment
collateral customers months allowances allowances
68.4 - - - 579
99.0 30,514 14,721 7353 14,418
298 - - - 4,404
784 - - - 1,403
85.3 8,054 3,860 2,009 937
780 20,396 9,089 5,660 4,385
99.8 6,800 4,1 3112 16,953
13 - - - 8
943 - - - 2,885
618 16,246 14,706 6,305 4732
99.9 2,739 1,426 661 2,352
99.9 40,705 29,938 9,281 20,211
0.6 4,240 2,385 1,804 360
.0 47479 19,237 18,073 9,778
91.0 171173 100,133 54,258 83,405
61.9 23,351 24479 3,285 4,318
81.7 57,118 50,065 16,430 91,161
96.3 31,131 28,865 1,407 4,822
86.3 - - - -
87.6 88,249 78,930 17,837 95,983
88.8 288,773 203,542 75,380 183,706
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() BUTXDEZEFERDN (&) () ADVANCES TO CUSTOMERS ANALYSED BY INDUSTRY

SECTORS (Continued)

“EEAETZAET-H
31st December, 2006

ay ok
FERER ZHEANE
ZBR HE  ZEPER {5 BE
% of XFEX Overdue REEE HEERE
advances Impaired advances Indlividual Collective
covered by advancesto  for over three impairment impairment
collateral customers months allowances allowances
EERERCER Advances for use in Hong Kong
I¥ fA5keR Industrial, commercial and financial
-NEER ~ Property development 8.9 - - - 819
-NERE - Property investment 98.4 27316 11,046 4,969 21,993
-BBkE - Financial concerns 35.7 - - - 7,059
-RkE&L - Stockbrokers 9.0 - - - 700
-HERTER ~ Wholesale and retail trade 87.9 16,767 13,184 3,002 1634
-RER - Manufacturing 78.1 16,906 9,885 3,085 2,610
-BHREERE ~ Transport and transport equipment 993 3283 3,446 793 6,975
-BHRHR - Information technology 46 - - - 257
-BREEELER ~ Share financing 97.8 - - - 257
-Hip - Others 673 50,973 42,907 12,467 6,758
faA Individuals
-BE[EEREE] — Advances for the purchase of flats
[LARESR in Home Ownership Scheme,
EE:E]R Private Sector Participation
[HEEEEE] Scheme and Tenants Purchase
BFZER Scheme 9.6 2,836 4,099 561 3216
-BEAMEENE ~ Advances for the purchase of other
LEH residential properties 9.8 48,552 43,704 8,615 29,052
-EREER ~ Credit card advances 07 5,116 2,803 1,875 653
- Eth - Others 770 54,241 31,384 17,070 6,463
914 225,990 162,458 52437 88 446
EZRE Trade finance 65.0 27,069 35,334 7393 5,468
EEBUNMERZER Advances for use outside Hong Kong
— AR - Mainland China 792 70,382 45,748 25,625 69,790
-2 -Macau 9.3 40,651 38,705 6,862 5013
—Hip - Others 88.9 - - - -
85.7 111,033 84,453 32,487 74,803
88.5 364,092 282,245 92317 168,717
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d) BHREEERPEE

() BHREEENHZEFEH
ERP=EANLZEFERDIT

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

Advances to customers that are more than three months

(I overdue are analysed as follows:
ZEELE “EERE
AA=TH +-A=f+—H
30th June, 2007 31st December, 2006
hERAR hEZER
LB LB
&% % of total &% % of total
Amount advances Amount advances
BER#zEP Gross advances to customers
EREsm which have been overdue for
-Z@ANE - 6 months or less but over 3
2REA months 70,908 0.10 44 470 0.08
-~EANKE — 1 year or less but over 6
E—F months 32,279 0.05 48,222 0.08
-—FNE ~ Qver 1 year 100,355 0.14 189,553 032
203,542 0.29 282,245 0.48
BEETAEAR  Covered portion of overdue
RE2 35 advances 157,416 224,291
BEETERAER  Uncovered portion of overdue
RE 2 B3 advances 46,126 57,954
203,542 282,245
BHAETZEASR  Current market values of collateral
RE held against covered portion of
overdue advances 270,695 299,772
BEEF @R Individual impairment allowances
REERE made on overdue advances 38,205 57,412
BETEFHZET  Rescheduled advances 48,546 0.07 43,729 0.07

BHREPERZEARTIERYE

RZEERF+_A=+—HBKZ
EELFANAZTH XEEE TR
TRIE R M & BEE 2 FOEF I
ERH=—ERAN L REFERH

&k
HAe

Collateral held with respect to overdue advances to
customers is mainly properties and cash deposit.

There were no advances overdue for over 3 months
and rescheduled advances to banks and other financial
institutions as at 30th June, 2007 and 31st December,

2006.
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(d BEREEERHPEE &)
(i) RtBHEE

(d) OVERDUE AND RESCHEDULED ASSETS (Continued)

(ii) Other overdue assets

3-8 o : 3 —ETRF
AA=TH +ZA=F+—H
30th June, 2007 31st December, 2006
ERHCEFER Trade bills which have been
overdue for
—ZHAREEREA - 6 months or less but
over 3 months - -
- NEANEE-F — 1 year or less but over
6 months - 4934
——FH0E — Over 1 year 4,674 1,509
4,674 6,443
(e) WMEEE (e) REPOSSESSED ASSETS
—EELHF “EETREF
AB=1H +-A=+—H
30th June, 2007 31st December, 2006
BAEFERZKEEE Repossessed assets obtained
as securities for advances
to customers 32,185 78,094

() BEAFRTEEFER
WIERTERFPRBRIUAR SHFHEN
T

(f) NON-BANK MAINLAND EXPOSURES

The non-bank Mainland exposures are analysed by the types

of counterparties as follows:

“EZLEXA=TH
30th June, 2007
BERGEX BERER {& 5
PARLZ BB WA9NZ BB REER
On-balance Off-balance B 4858 Individual
sheet sheet Total impairment
(HERBEET) (In millions of HK$ equivalent) exposures exposures exposures allowances
Mk Mainland China entities 3,043 382 3,425 1
ETFBIIAAIR Companies and individuals outside
@A MARER Mainland China where the credit is
ZEE granted for use in Mainland China 8,139 1,031 9,170 15
HiR5HFmE Other counterparties the exposures
RREAEER to whom are considered by
ERBIRIERT the Group to be non-bank
BRPERE Mainland China exposures 163 - 163 -
11,345 1413 12,758 16
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(9)

NON-BANK MAINLAND EXPOSURES (Continued)

—EEAE+ZA=1—-H
31st December, 2006

(BERBEET)

BA#E
BETES zRER
fELA M ARE R
258
AR5 FME
R ER
EABEAERT
BEPRER

BiREE

BERER BERER {51
AR 2 B IAsh 2 Rk HEERE
On-balance Off-balance Nk Individual
sheet sheet Total impairment
(In millions of HK$ equivalent) exposures exposures exposures allowances
Mainland China entities 2,284 438 2,722 1
Companies and individuals outside
Mainland China where the credit is
granted for use in Mainland China 7,528 614 8,142 25
Other counterparties the exposures
to whom are considered by
the Group to be non-bank
Mainland China exposures 142 - 142 -
9,954 1,052 11,006 26

(g) CROSS-BORDER CLAIMS

BRERENDRI ST 2ME I
EEREBRRRAZ—RME & M
NI TBBRR: ARER CERERT
FERARE 2 — TR % EEL
BITHRRRRITBINDIT MLIRIT
ZBIRERRN S —

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

“ERELEANA=TH

30th June, 2007
|ITRER
Hiv & mkE
Banks and NERE
other finandial Public sector Hip B
institutions entities Others Total
BFY Macau 682 2,877,453 6,220,737 9,098,872
A i Mainland China 3,315,107 269,286 897,256 4,481,649
=Y N Other Asia Pacific 7,208,020 - 1,759,320 8,967,340
x United States 1,026,072 301,417 2,334,137 3,661,626
HwEER Other North and South American
SIS countries 2,320,012 - 1,357,660 3,677,672
hR RIEM Middle East and Africa 13,268 - 2,017 15,285
= Germany 7,458,368 - 8,328 7,466,696
i United Kingdom 5,695,856 - 135,738 5,831,594
HAEOMBE R Other European countries 16,298,498 - 1,015,712 17,314,210
43,335,883 3448156 13730905 60,514,944
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(9)

(h)

66

BREE®)

(9)

CROSS-BORDER CLAIMS (Continued)

“EERFE+-_A=1+—H
31st December, 2006

(ER)
(restated)
RITAER
Hiv & mkd
Banks and NEWE
other financial Public sector Hit At
institutions entities Others Total
R Macau 195 2,352,502 5,885,873 8,238,570
A it Mainland China 2,147,298 138,738 1,085,908 3,371,944
Hv P AE Other Asia Pacific 7,350,417 - 1,112,209 8,462,626
xH United States 1,138,755 301,822 1,821,869 3,262,446
HibmER Other North and South American
ILEBER countries 4,152,129 - 1,357,939 5,510,068
R R IEM Middle East and Africa 8,632 - 2,922 11,554
= Germany 9,171,920 - 13,417 9,185,337
HE United Kingdom 5,658,352 - 338,407 5,996,759
HBUMBE R Other European countries 17,213,063 - 901,774 18,114,837
46,840,761 2,793,062 12,520,318 62,154,141

BHEEE TLRRTEEN SN
KRB ZBHTHEL 2HH Ao

BEXER
AEENBRECESFEENER KK
BFEEMNERER UEIETNER
FERERENRIE LT ERE &
SEE_STELFAA=ZTHELRRRLL
KRB172% (ZEERFTA=1+—R:
15.2%)  RBETE Z 8% &K Eke

ARRITIRS RO FT AR 0 A f 2R ) e
EN-HBAREREMEEREERE
B ELAETELEERBORTER
RRNER-RULHBELANBTAEE
RBEEEEMRMHENERRRK-

(h)

Certain comparative figures in respect of cross-border claims
have been reclassified to conform with the current period’s
presentation in relation to the classification of the
counterparty.

CAPITAL MANAGEMENT

The Group’s policy is to maintain a strong capital base to
support the development of the Group’s business and to
meet the statutory capital adequacy ratio. As disclosed in
note (a) above, the Group’s capital adequacy ratio of 17.2%
as at 30th June, 2007 (31st December, 2006: 15.2%) is well
above the statutory minimum ratio of 8%.

Capital is allocated to the various activities of the Bank
depending on the risk taken by each business division. Where
the subsidiaries are directly regulated by other regulators,
they are required to maintain minimum capital according to
those regulators’ rules. Certain financial subsidiaries, as
specified by the HKMA, are subject to the HKMA's capital
requirements for its regulatory supervision purposes.
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EERTHARER
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BREES MR RPIEXVERFT7NM8D #EB A
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XEEHRIEREERE 2R NAR) SR
BE 5 R E GHIE352(8 82 A% GFTit B
RETHFEZE M JRE EMET
ANEFETRAFRZNEETH (£
BlI) AREARIRIT R R T2 s

INTERIM DIVIDEND

The Board of Directors are pleased to declare an interim dividend
of HK$0.96 per share, to be paid on Monday, 24th September,
2007 to shareholders whose names are on the Register of
Members on 13th September, 2007.

CLOSING OF REGISTER OF MEMBERS

The Register of Members of the Bank will be closed from Monday,
10th September, 2007 to Thursday, 13th September, 2007 both
days inclusive, during which period no transfer of shares can be
registered. In order to qualify for the above dividend, all transfers
accompanied by the relevant share certificates must be lodged
with the Bank’s Registrars, Computershare Hong Kong Investor
Services Limited, Shops 1712-1716, 17/F, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong, for registration not
later than 4:30 p.m. on Friday, 7th September, 2007.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS

As at 30th June, 2007, the interests of the Directors and the
chief executive of the Bank in the shares and the underlying
shares of the Bank and any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
("SFO™)), which were required to be notified to the Bank and
The Stock Exchange of Hong Kong Limited (the “Stock Exchange™)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed
to have under such provisions of the SFO), or which were required
pursuant to Section 352 of the SFO to be entered in the register
maintained by the Bank referred to therein, or which were required
to be notified to the Bank and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code"”) were as follows:

HE#T

BARz

iEsTiany = BRX

Number of shares held % of

fEA Ey3 R REY RE Hit A%F  issued share

ek Name Personal Family Option™ Award? Other Total capital
SO Patrick Y B Fung® 2,982,000 - 230,000 650,000 - 3,862,000 1.31
BEES Michael Y S Fung® 3,000,000 60,000 180,000 325,000 - 3,565,000 1.21
FEHE Simon K'Y Lee - - - - 1,289,701“ 1,289,701 0.44
ITRE Frank J Wang - - 80,000 395,000 - 475,000 0.16
AEEe Louis C W Ho® 224,000 100,000 80,000 10,000 - 414,000 0.14
2zk Ambrose H C Lau 71,500 - - - - 71,500 0.02
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@ BOREDREBARTR-_ZEONFNA—+_-A
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B) HER FEERASECEBEREMALITA
R F B R A7)~ YKF Holding Corporation } Tessel Inc.
FHEGEAZAERZ BN WERRRARITRG
CREHENEEREESIE T
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LB RERIRRE-
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS (Continued)

Notes:

(1)  Share options were granted to the Directors pursuant to the share option
scheme adopted by the Bank on 9th June, 1993 and 24th April, 2003. The
details of the share options are stated under the section headed “Share
Option Scheme”.

(2)  Share awards were granted to the Directors pursuant to the employee
incentive plan adopted by the Bank on 22nd April, 2004. The details of
the share awards are stated under the section headed “Employee Incentive
Plan”.

(3) Patrick Y B Fung, Michael Y S Fung and Louis C W Ho's spouse are also,
together with other parties, eligible beneficiaries of the trusts of Po Ding
Co. Ltd., YKF Holding Corporation and Tessel Inc. The interests of these
corporations in shares of the Bank are stated under the section headed
“Substantial Shareholders’ Interests”.

(4)  Shares are held through Dr Simon K'Y Lee’s family trust.
All the interests stated above represent long positions.

Save as disclosed above, as at 30th June, 2007, none of the
Directors or the chief executive of the Bank and their associates
had any interests or short positions in any shares, underlying
shares and debentures of the Bank or any of its associated
corporations (within the meaning of Part XV of the SFO), which
were required to be notified to the Bank and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed
to have under such provisions of the SFO), or which were required
pursuant to Section 352 of the SFO to be entered in the register
maintained by the Bank referred to therein, or which were required
to be notified to the Bank and the Stock Exchange pursuant to
the Model Code.
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RZZEZ+FRNA=+H BEFHARTZ
TR R EXERCESHARITLZ
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30th June, 2007, so far as was known to the Directors or
the chief executive of the Bank, persons known to the Directors
(other than the Directors or the chief executive of the Bank as
disclosed in the above), who had interests or short positions in
the shares or underlying shares of the Bank which would fall to
be disclosed to the Bank under provisions of Divisions 2 and 3 of
Part XV of the SFO, or recorded in the register kept by the Bank
pursuant to Section 336 of the SFO and its interests were as
follows:

HEBEITRA
Z E AN -g—
2 BRI E &8 % of issued
Name Nature of Interest Number of shares share capital
BNY International Financing Corporation ExEEA 59,825,053 2028
Beneficial owner
XEBORT RELEER 59,825,053 " 20.28
The Bank of New York Interest in controlled corporation
FEANRTE RELRER 59,825,053 20.28
The Bank of New York Company, Inc. Interest in controlled corporation
Federal Trust Company Limited XA 34,737,600 11.78
Trustee
REBERR A KA 24,156,000 644 8.19
Po Ding Company Limited Trustee
GZ Trust Corporation XA 24,156,000 684 8.19
Trustee
YKF Holding Corporation XA 24,098,400 &4 8.17
Trustee
Aberdeen Asset Management Plc [ EL B & 7 & REKRE 23,512,5290 7.97
Aberdeen Asset Management Plc and its associates Investment manager
XFRIT(RBA) BRDA REA 23,378,400 244 7.93
Wing Hang Bank (Nominees) Limited Nominee
Aberdeen Asset Management Asia Limited REKE 22,815,000 7.74
Investment manager
Tessel Inc. KA 10,639,200 4% 3.61

Trustee
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TERRES (&)

fif &t :

(1) BNY International Financing Corporation/ 3= B 4 47
RITZ2ANB AR -ERALRITREBALR
TEEz2EMNBLR (A2 tFLA—HE
M A& The Bank of New York Mellon Corporation #§
B)e

(2)  Federal Trust Company Limited /& Tessel Inc.} YKF
Holding CorporationZ % 5E Aok F]R1T (REA) B
BR /2 &) & YKF Holding Corporation#s T % 15 2 & iC#
BA-

() REBME DA HGZ Trust Corporation® & A ©

(4 RTEAEM AR YKF Holding Corporation % Tessel Inc.
BEREL EPEER BEBRALEZREEER
HMATHBEEERZ @A

(5)  Aberdeen Asset Management Asia Limited 4 Aberdeen
Asset Management Plcz 2 & i B A Al

ARSI RRE-

REXKEEN R-EZ2LFRNA=TH &
ESEFIARITZITRBEAAN BEZAAR
TZITBBEIN BEEAA LR ARITRND
FAERBR O T HEREEF RFEHRAIEXV
HE 2837 PR RAIRTT B X P BR 2 HE g
FRR RERKBEEBMSENAERE
BERTRAREEARERRRRAGRRLZ
EAERBRAEER D 2 T e
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)

Notes:

(1) BNY International Financing Corporation is a wholly-owned subsidiary of
The Bank of New York. The Bank of New York is a wholly-owned subsidiary
of The Bank of New York Company, Inc. (changed to The Bank of New
York Mellon Corporation with effect from 1st July, 2007).

(2)  Federal Trust Company Limited is the trustee for Tessel Inc. and YKF Holding
Corporation. Wing Hang Bank (Nominees) Limited is the registered holder
of certain shares on behalf of YKF Holding Corporation.

(3) Po Ding Company Limited is wholly-owned by GZ Trust Corporation.

(4) Each of Po Ding Co. Ltd., YKF Holding Corporation and Tessel Inc. are
trusts in which Patrick Y B Fung, Michael Y S Fung and Louis C W Ho's
spouse (together with other parties) are eligible beneficiaries.

(5)  Aberdeen Asset Management Asia Limited is a wholly-owned subsidiary of
Aberdeen Asset Management Plc.

All the interests stated above represent long positions.

Save as disclosed, as at 30th June, 2007, so far as known to the
Directors or the chief executive of the Bank, there is no person
(other than the Directors or the chief executive of the Bank) who
had interests or short positions in the shares and underlying
shares of the Bank which would fall to be disclosed to the Bank
and the Stock Exchange under the provisions of Divisions 2 and 3
of Part XV of the SFO or, who is, directly or indirectly, interested
in 10% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of
any members of the Group.
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SHARE OPTION SCHEME

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

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

(i) the average closing price of the shares on the Stock Exchange
for the five business days immediately preceding the date of
grant.

The options must be held for at least one year and can be
exercised between the first and the tenth anniversaries of the
date of grant, and settled by physical delivery of shares. The
amount payable on acceptance of the share option was HK$1.00.
The share option scheme was terminated on 24th April, 2003
and replaced by a new share option scheme for a period of 10
years with amendments which complied with Chapter 17 of the
Rules Governing The Listing of Securities (“the Listing Rules”) on
the Stock Exchange.

At 30th June, 2007, total number of ordinary shares available for

issue under the new Share Option Scheme is 13,793,000 or
4.7% of the issued share capital of the Bank.
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SHARE OPTION SCHEME (Continued)

At 30th June, 2007, the Directors and employees of the Bank
had the following interest in option to purchase the shares of the
Bank (market value per share at 30th June, 2007 is HK$86.45).

R

IfERI—A

2GR ME

AR THRHE
KTHZ  Weighted
BRTE  average

Market closing
Itz BRMZ value per price at
BRH#E KHEAE shareat  preceding
ingi B ingi B No. of No.of  fTfffE date of  day before
No. of shares  No. of shares KTHEH shares shares  Exercise grant of exercise
30/06/2007 31/12/2006  Date granted  exercised lapsed price options date
B B BT
HK$ HK$ HK$
B Directors
&N Patrick Y B Fung 50,000 50,000 10/03/2001 - - 23.60 29.00 -
40,000 40,000 15/03/2002 - - 26.30 26.30 -
40,000 40,000 14/03/2003 - - 26.50 26.50 -
50,000 50,000 21/05/2004 - - 43.80 43.80 -
50,000 50,000 14/01/2005 - - 51.25 50.75 -
FXRE  Frank ) Wang 40,000 40,000 21/05/2004 - - 43.80 43.80 -
40,000 40,000 14/01/2005 - - 51.25 50.75 -
BEE  Michael Y S Fung 40,000 40,000 10/03/2001 - - 23.60 29.00 -
30,000 30,000 15/03/2002 - - 26.30 26.30 -
30,000 30,000 14/03/2003 - - 26.50 26.50 -
40,000 40,000 21/05/2004 - - 43.80 43.80 -
40,000 40,000 14/01/2005 - - 51.25 50.75 -
&5E  Louis CWHo 30,000 30,000 15/03/2002 - - 26.30 26.30 -
30,000 30,000 14/03/2003 - - 26.50 26.50 -
20,000 40,000 14/01/2005 20,000 - 51.25 50.75 89.25
HfifE8 Other Employees 60,000 60,000 10/03/2001 - - 23.60 29.00 -
20,000 20,000 15/03/2002 - - 26.30 26.30 -
40,000 60,000 14/01/2003 20,000 - 25.80 25.70 95.85
205,000 220,000 21/05/2004 15,000 - 43.80 43.80 96.55
50,000 50,000 14/01/2005 - - 51.25 50.75 -
80,000 85,000 28/01/2005 5,000 - 50.25 49.80 96.55

1,025,000 1,0

85,000
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EMPLOYEE INCENTIVE PLAN

Pursuant to the approved Employee Incentive Plan (“EIP"), the
Board of Directors are authorised, at their discretion, to invite
certain executives, to take up awards to vesting ordinary shares
in the Bank as incentive for them to remain in employment with
the Bank. The maximum number of awards that may be granted
under the EIP may not exceed 1% of the issued share capital of
the Bank for the time being in issue within five years of the date

ATz BRtERe of approval of the plan on 22nd April, 2004. The percentage of
awards vested between the sixth to the tenth anniversaries after
the date of grant is as follows.

REEMZANL
Percentage of
=p=i Date award vesting

RH AR NBE Sixth anniversary of the date of grant 5%

RH AR EAE Seventh anniversary of the date of grant 10%

KB BE Eighth anniversary of the date of grant 15%

RH BRI NESF Ninth anniversary of the date of grant 20%

RHBER TEF Tenth anniversary of the date of grant 50%

R-ZBELFERNA=TH ARTEELEE
BERRITREABARRITZRMHM T

At 30th June, 2007, the Directors and employees of the Bank
had the following interest in awards to purchase the shares of
the Bank.

HEETHZ
NYEE
BEHEA HEHE Fair value of
No. of awards No. of awards ¥ HEH awards at
30/06/2007 31/12/2006 Date granted date of grant
BT
HK$
Ex Directors
5 E5 0, Patrick Y B Fung 200,000 200,000 21/05/2004 42.80
450,000 450,000 23/01/2006 56.20
TRE Frank J Wang 125,000 125,000 21/05/2004 42.80
270,000 270,000 23/01/2006 56.20
kA Michael Y S Fung 100,000 100,000 21/05/2004 42.80
225,000 225,000 23/01/2006 56.20
CIERES Louis C W Ho 10,000 10,000 21/05/2004 42.80
HttfES Other Employees 60,000 60,000 21/05/2004 42.80
615,000 615,000 23/01/2006 56.20
140,000 - 29/01/2007 94.60
2,195,000 2,055,000
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EMPLOYEE INCENTIVE PLAN (Continued)

The Group granted awards at no consideration for certain
employees to acquire ordinary shares in the Bank under the EIP.
The shares will be acquired at a nominal value of HK$1.00 per
share under the awards. The fair value of the awards was
measured at the grant date and is charged to the profit and loss
account and credited to shareholders’ funds between the grant
date and vesting date. The cash amount equal to the dividend
that would have been paid during the period up to vesting are
charged to the profit and loss account as bonus expenses on an
accrual basis.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Bank has complied throughout the six months ended 30th
June, 2007 and adopted all the code provisions set out in Appendix
14 — Code on Corporate Governance Practices of the Listing
Rules, except for the following deviations:

Code Provision A.2.1

This Code stipulates that the roles of chairman and chief executive
officer should be separate and should not be performed by the
same individual.

Dr Patrick Y B Fung is the Chairman and Chief Executive of the
Bank. The Board considered that the non-segregation would not
result in considerable concentration of power in one person not
only because of the presence of Independent Non-executive
Directors but also that The Bank of New York, a substantial
shareholder, is represented by two Non-executive Directors. There
is a balance of power and authority such that no one individual
has unfettered power of decision. Non-segregation has the
advantage of a strong and consistent leadership which is conducive
to making and implementing decisions quickly and consistently.

Code Provision A.4.1
This code stipulates that non-executive directors should be
appointed for a specific term and subject to re-election.

The term of office for non-executive directors are the same as for
all directors (i.e. no specific term and subject to retirement from
office by rotation and be eligible for re-election in accordance
with the provisions of the Bank’s Memorandum and Articles of
Association). At every Annual General Meeting, one-third of the
Directors for the time being or, if their number is not a multiple
of three, then the number nearest to but not exceeding one-
third shall retire from office.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Bank has adopted for compliance by the Directors the code
of conduct for dealings in securities of the Bank as set out in
Appendix 10 — Model Code for Securities Transactions by Directors
of Listed Issuers (“Model Code”), of the Listing Rules.

Having made specific enquiry of all Directors of the Bank, the
Directors have confirmed that they have complied with the
required standards set out in the Model Code for the six months
ended 30th June, 2007.

AUDIT COMMITTEE

The Audit Committee of the Bank was formed in 1992 and
consists of four Non-executive Directors namely Dr Simon K'Y
Lee as Chairman, Dr Cheng Hon Kwan, Mr Andrew M Gordon
and Mr Aloysius H'Y Tse.

The Audit Committee of the Bank has clear terms of reference
and is accountable to the Board. The Committee meets regularly
with the Executive Director, Chief Financial Officer, internal auditors
and the external auditors to review and discuss the financial
performance of the Group, consider the nature and scope of
audit and the effectiveness of the systems of internal control, risk
management and compliance. The Committee also discusses
matters raised by the internal auditors, external auditors and the
regulators and ensures that all audit recommendations are
implemented.

The Audit Committee of the Bank has reviewed the interim results
for the six months ended 30th June, 2007.

DIRECTOR NOMINATION COMMITTEE

The Director Nomination Committee was formed in December
2002 and consists of three Independent Non-executive Directors
namely Dr Simon K Y Lee as Chairman, Dr Cheng Hon Kwan and
Mr Ambrose H C Lau. The Director Nomination Committee is
responsible for reviewing and recommending to the Board
appointment of all new Directors, Chief Executive, Deputy Chief
Executive and Group Executive.

REMUNERATION COMMITTEE

The Remuneration Committee was formed in 1995 with specific
written terms of reference. The Committee consists of two
Independent Non-executive Directors namely Dr Cheng Hon Kwan
as Chairman and Dr Simon K'Y Lee. The Committee meets once
a year to make recommendations to the Board on the Bank’s
policy and structure for remuneration of all the Directors and
Senior Management of the Bank.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
There were no purchases, sales or redemptions by the Bank, or
any of its subsidiaries, of the Bank’s listed securities during the six
months ended 30th June, 2007.
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To the Board of Directors of Wing Hang Bank, Limited

INTRODUCTION

We have reviewed the interim financial report set out on pages 8
to 57 which comprises the consolidated balance sheet of Wing
Hang Bank, Limited as at 30th June, 2007 and the related
consolidated profit and loss account, and consolidated statement
of changes in equity and consolidated statement of cash flows
for the six month period then ended and explanatory notes. The
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of an interim
financial report to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim financial
reporting” issued by the Hong Kong Institute of Certified Public
Accountants. The directors are responsible for the preparation
and presentation of the interim financial report in accordance
with Hong Kong Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review,
on the interim financial report and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410, “Review of interim financial
information performed by the independent auditor of the entity”
issued by the Hong Kong Institute of Certified Public Accountants.
A review of the interim financial report consists of making
enquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be
identified in an audit. Accordingly we do not express an audit
opinion.

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial report as at 30th
June, 2007 is not prepared, in all material respects, in accordance
with Hong Kong Accounting Standard 34 “Interim financial
reporting”.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

16th August, 2007
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