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The Directors of Dah Sing Financial Holdings Limited (the “Company”)
are pleased to present the Interim Report and condensed
consolidated financial statements of the Company and its
subsidiaries (collectively the “Group”) for the six months ended 30
June 2007. The unaudited profit attributable to shareholders after
minority interests was HK$664.2 million for the six months ended
30 June 2007.

UNAUDITED INTERIM FINANCIAL STATEMENTS

The unaudited 2007 interim condensed consoclidated financial
statements of the Group have been prepared in accordance with
Hong Kong Accounting Standard No. 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants.



A B 5 AR TR
BEANA=THIEARA

Ti#
FBHA
FEH
7 1)L ON

i S-S ELION
W 2 B 0 &

8083 U ELIIN

BEUA
b 08 1 2 R
HHAREZ 28

NRRBREZBEHA
BEH

B Bk B 3k 1
fefi 2 B R
SRR B2 A

AT B R YA
Haki 2 BERA

hERFEEEZFIA/ (B
&EWEAT%ﬁZ@Wﬁ
th 8 4 o O AR

e A6 LI £ B B 2 3
HE (B 2 R
] it 5 6 2 9 (¢

W B0 o A
[

WA A
D BRI

A B IR R M A A

Ji &

WA
A
i

(1373}
ikl

UNAUDITED CONSOLIDATED INCOME STATEMENT
For the six months ended 30 June

HK$'000

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Net trading income/(loss)

Net insurance premium income
and other income

Other operating income

Operating income
Net insurance claims and movement in
liabilities to policyholders

Total operating income net of
insurance claims
Operating expenses

Operating profit before impairment losses

on loans and advances

Impairment losses on loans and advances

Operating profit before gains on certain

investments and fixed assets

Net gain/(loss) on disposal of fixed assets
Net gain on disposal of interests in subsidiaries

Net gain on disposal of
available-for-sale securities

Share of results of jointly controlled entities

Share of results of associates
Reversal of impairment losses on
available-for-sale securities

Profit before income tax
Income tax expense

Profit for the period
Profit attributable to minority interests

Profit attributable to shareholders
of the Company

Dividend

Earnings per share
Basic
Diluted

Dividends per share
Interim dividend

Wik
Note

8

10

11

12

BE

Restated

ZRBLE ZEENF
2007 2006
2,856,268 2,499,747
(1,770,206) (1,474,783)
1,086,062 1,024,964
351,371 295,176
(47,949) (40,027)
303,422 255,149
143,225 (13,204)
819,564 325,272
29,518 38,119
2,381,791 1,630,300
(736,035) (207,219
1,645,756 1,423,081
(706,840) (612,753)
938,916 810,328
(87,854) (75,319)
851,062 735,013
452 9

- 189,443

97,785 64,536
4,339 2,675
(7,7117) (9,465)

- 25,891

945,921 1,008,084
(123,878) (138,928)
822,043 869,156
(157,864) (140,846)
664,179 728,310
187,566 187,566
HK$2.66 HK$2.91
HK$2.65 HK$2.91
HK$0.75 HK$0.75

9
Variance
A
%

6.0

18.9

46.1

16.6
16.4

16.9
16.6

16.8

-6.2

-8.8
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HK$'000

ASSETS
Cash and balances with banks and
other financial institutions
Placements with banks maturing between
one and twelve months
Trading securities
Financial assets at fair value
through profit or loss
Derivative financial instruments
Advances and other accounts
Available-for-sale securities
Held-to-maturity securities
Investments in associates
Investments in jointly controlled entities
Goodwil
Intangible assets
Premises and other fixed assets
Investment properties
Value of in-force long-term life assurance business
Current income tax assets
Deferred income tax assets

Total assets

LIABILITIES

Deposits from banks

Derivative financial instruments

Trading liabilties

Deposits from customers designated at
fair value through profit or loss

Deposits from customers

Certificates of deposit issued

Issued debt securities

Subordinated notes

Other accounts and accruals

Liabilities to policyholders under insurance contracts

Current income tax liabilities
Deferred income tax liabilities

Total liabilities
EQUITY

Minority interests

Equity attributable to the Company’s shareholders

Share capital
Retained earnings
Other reserves
Proposed dividend
Shareholders’ funds

Total equity

Total equity and liabilities

Wik
Note

13

14

14
15
16
18
19

20
21

15

2
23
24
25
26

27

UNAUDITED CONSOLIDATED BALANCE SHEET

“ERLAE ZEENE
AEFH tZA=1—H
As at As at

30 June 2007 31 Dec. 2006
6,134,816 7,440,296
1,622,080 853,327
12,061,816 9,113,785
1,266,015 1,276,671
803,876 374,317
60,583,049 52,029,818
34,913,283 33,336,794
339,010 458,395
49,865 57,647
41,531 37,192
950,992 950,992
193,976 208,238
1,586,468 1,597,491
500,235 484,465
846,445 810,778
14,061 14,414
416 3,377
121,907,934 109,047,997
2,607,622 1,678,259
560,483 323,809
8,469,893 6,526,233
3,706,712 3,393,048
65,966,319 63,595,931
10,064,051 8,768,472
2,309,668 2,299,574
5,004,716 3,480,127
7,410,964 4,051,157
2,782,567 2,286,088
172,533 91,498
146,451 144,256
109,201,979 96,638,452
2,412,975 2,364,803
500,176 500,176
7,509,582 7,032,969
2,095,656 2,111,456
187,566 400,141
10,292,980 10,044,742
12,705,955 12,409,545
121,907,934 109,047,997




KB R 2 5 A BE 2% % Wyt R UNAUDITED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

BE_FFLEASNA=ZTHIEAMA For the six months ended 30 June 2007
A 5 R A A
Attributable to the Shareholders of the Company
hY

Bk Befriifl  JCEEE O RREAN  BOKER R
Share Share Other  Retained  Minority Total
Ti#T HK$'000 capital premium  reserves  earnings interests equity
“EFLE-A—-H&R  Balance at 1 January 2007 500,176 ~ 984,286 1,127,170 7,433,110 2,364,803 12,409,545

Ak R S 0 FIEMCR  Fair value gains on

available-for-sale securities - - 62,963 - 15,621 78,584
o T {0 R Disposal of avallable-for-sale securities - - (77,405) - (20,3800 (97,785
A A T Deferred income tax liabiliies recognised
s B it 8 i R 2 on fair value gains on and disposal
EREREA R of avallable-for-sale securities - - (1,620) - (69) (1,689)
0550 A1 DY A Exchange differences arising on
REME AR translation of the financial
statements of foreign entities - - 262 - 187 449

HEEMARERS 2 Net expense recognised
directly in equity - - (15,800) (4,641) (20,441)
1 Profit for the period - - - 664,179 157,864 822,043

HE-ZZLEAAZTH  Total recognised (expense)/income

IEARA MR for the six months ended

(%) /A 30 June 2007 - - (158000 664,179 153,223 801,602
B 20 ) o L Dividend paid to minority
PR BB shareholders of subsidiaries - - - - (105,051)  (105,051)
“ERAFERIRE 2006 final dividend - - - (400,141) - (400,141)
- - - (400,141)  (105,051) (505,192
“ZZUEAAZTHER  Balance at 30 June 2007 500,176 984,286 1,111,370 7,697,148 2,412,975 12,705,955
BEANZTHIEAMA
Six months ended 30 June

2007 2006
“ERLE “EEREF
AAERMRE AR Z R IE  Proposed interim dividend included in retained earnings 187,566 187,566
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UNAUDITED CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY (Continued)

THIEAMA (48) For the six months ended 30 June 2007 (Continued)
A/ IR SR £
Attributable to the Shareholders of the Company
HH
A RpEE  AbRE RERM RoRES  #ads
Share Share Other  Retained Minority Total
HK$'000 capital  premium reserves  eamnings interests equity
Balance at 1 January 2006 500,176 984,286 1,048,202 6,563,670 1,920,202 11,016,536
Fair value losses on
available-for-sale securities - - (73,036) - (27,082)  (100,118)
Disposal of available-for-sale securities - - (48,896) - (15,640) (64,536)
Deferred income tax liabilities released
on fair value losses on and disposal
of available-for-sale securities - - 20,953 - 7,007 27,960
Exchange differences arising on
translation of the financial
statements of a foreign subsidiary - - 65 - 22 87
Net expense recognised
directly in equity - - (100,914) - (35,693)  (136,607)
Profit for the period - - - 728,310 140,846 869,156
Total recognised (expense)/income
for the six months ended
30 June 2006 - - (100,914) 728,310 105,183 732,549
Disposal of interests in subsidiaries - - - - 316,630 316,630
Dividend paid to minority
shareholders of subsidiaries - - - - (88,710) (88,710)
2005 final dividend - - - (340,120) - (340,120)
- - (100,914) 388,190 333,073 620,349
Balance at 30 June 2006 500,176 984,286 947,288 6,951,860 2,253,275 11,636,885
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Cash flows from investing activities
Purchase of fixed assets
Purchase of investment properties
Proceeds from disposal of fixed assets
Disposal of interests in subsidiaries
(net of cash and cash equivalents disposed of)

Net cash (used in)/from investing activities

Cash flows from financing activities

Certificates of deposit issued

Certificates of deposit redesmed

Subordinated notes issued

Subordinated notes redeemed

Dividends paid on ordinary shares

Dividends paid to minority shareholders of subsidiaries

Net cash from financing activities

Net increase/(decrease) in
cash and cash equivalents

Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

Analysis of the balance of cash and cash equivalents:

Cash and balances with banks and other financial institutions
Money at call and short notice
Treasury bills with original maturity within three months
Placement with banks with original maturity within three months
Deposits and balances of banks with original maturity

within three months

Yk UNAUDITED CONSOLIDATED CASH FLOW
STATEMENT
For the six months ended 30 June
iF3
HK$'000 Note
Net cash from/(used in) operating activities 30

“ERLAE “EERE
2007 2006
465,280 (2,702,675)
(32,661) (13,207)
(15,770) (20,059)
482 -

- 500,122

(47,949) 466,856
1,869,541 2,038,761
(596,661) (1,306,741)
1,562,570 1,162,210
- (970,069)
(400,141) (340,120)
(105,051) (88,710)
2,330,258 495,331
2,747,589 (1,740,489
11,970,929 13,559,222
14,718,518 11,818,734
1,866,053 1,629,087
4,268,763 4,833,863
6,961,622 4,743,267
1,622,080 1,125,051
- (512,534)
14,718,518 11,818,734
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Note:

General information

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

Basis of preparation and accounting policies

With effect from 1 January 2007, interest income or expense arising
from trading assets and liabilities, financial instruments designated
at fair value through profit or loss, and interest rate derivatives not
held for trading purposes are reported under “Interest income” and
“Interest expense” instead of “Net trading income/(loss)” in the
previous reporting periods. Comparative figures have been restated
to conform with the current period’s presentation. This revised
classification has been made mainly to match interest expense on
financial liabilities designated at fair value through profit or loss with
the interest income and expense of the interest rate derivatives
entered to hedge these liabilities.

With the exception of the restatement described above, the
accounting policies and methods of computation used in the
preparation of the 2007 interim financial statements are consistent
with those used and described in the Group’s annual audited financial
statements for the year ended 31 December 2006. The Group has
not early adopted Hong Kong Financial Reporting Standard No. 7
“Financial Instruments: Disclosure” and the Amendment to Hong Kong
Accounting Standard No. 1 “Presentation of Financial Statements —
Capital disclosures” in its 2007 interim financial statements. The
Group has assessed that the adoption of these new standards will
result in more qualitative and quantitative disclosures primarily related
to fair value measurement and risk management but they will have
no effect on the Group’s results of operations or financial position.

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



=) BHEBA 3.  Net interest income

BEAHZ=ZTHIEAMEA For the six months ended 30 June
BEF|
Restated
ZERLA CERENE
2007 2006
FEBA - AR : Interest income arising from:
B BAESRIT ) Cash and balances with banks and
Hib s H other financial institutions 148,474 220,269
HZ BB Debt securities held 955,145 711,708
HHER R H MR Advances and other accounts 1,751,272 1,565,165
Hih Others 1,377 2,605
2,856,268 2,499,747
FESH > FAR Interest expense arising from:
AT KPR Deposits from banks/Deposits from customers 1,299,805 1,121,939
BT RE Certificates of deposit issue 214,027 171,175
BB AT E S 7 5 Issued debt securities 66,642 58,868
B A Subordinated notes 147,995 82,949
Hotr Others 41,737 39,852
1,770,206 1,474,783
FERARE Included within interest income:
KIEEUATEREH Interest income on financial assets
HEBT ARG M not designated at fair value
BE 2 FBIA through profit or loss 2,763,928 2,409,479
W (AR S A Interest income on impaired loans 2,716 1,925
FEXHES Included within interest expenses:
AEEUAFHFER Interest expenses on financial liabilities
HE s AH G0 &R not designated at fair value through
ABZ AL profit or loss 1,496,245 1,282,418
(M) B %I A A 4.  Net fee and commission income
BEAAZ=ZTHIEAMEA For the six months ended 30 June
ZZRLA CERENE
2007 2006
5 % B O 4 Wi A Fee and commission income
EEAMZMEERM4  Credit related fees and commissions 29,245 31,256
BHmg Trade finance 31,077 31,729
VRS Credit card 97,054 91,042
BHEELERERBM4SE  Securities brokerage and investment services 57,991 33,387
TB g B S o fth Insurance distribution and others 26,790 22,165
FTERBIHE LT AEY Retail investment funds and fiduciary services 71,348 59,126
HAb R E Other fees 37,866 26,471
351,371 295,176
I e B O 4 i Fee and commission expense
FHEREMNE Handling fees and commission paid 41,862 33,094
e H Al A Other fees paid 6,087 6,033
47,949 40,027
303,422 255,149
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5. Net trading income/(loss)
For the six months ended 30 June

Dividend income from trading securities
- listed investments
- unlisted investments
Net gain arising from dealing in foreign currencies
Net gain/(loss) from
trading securities
Net gain/(loss) from derivatives entered
into for trading purpose

Net loss arising from financial instruments designated
at fair value through profit or loss

6. Other operating income
For the six months ended 30 June

Dividend income from investments in available-for-sale securities
- listed investments
- unlisted investments

Gross rental income from investment properties

Other rental income

Others

7. Operating expenses
For the six months ended 30 June

Staff costs (including directors’ remuneration)

Premises and other fixed assets expenses,
excluding depreciation

Depreciation

Advertising costs

Amortisation of intangible assets

Others

K5

Restated

ZR2LE ZEENRE
2007 2006
11,302 7,101

- 2,808

54,230 54,356
77,539 (32,830)
19,680 (3,352)
162,751 28,083
(19,526) (41,287)
143,225 (13,204)
ZRRLE ZRERE
2007 2006

5,512 1,260
2,988 20,995
9,336 8,073
3,458 3,318
8,224 4,473
29,518 38,119
SRFLE CRRAE
2007 2006
412,348 339,250
75,405 62,191
43,654 44,514
45,183 39,652
14,262 18,924
115,988 108,222
706,840 612,753
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Impairment losses on loans and advances
For the six months ended 30 June

“ERLE ZEFNE
2007 2006
BB BT TR S Net charge of impairment losses on loans and advances
—fH RIFEAY — Individually assessed 27,520 41,084
—EER - Collectively assessed 60,334 34,231
87,854 75,315
Hepe Of which:
— s RS (RN E - new and additional (including amounts directly
s 2 &%) written off in the period) 130,895 128,817
— g Jul - recoveries (43,041) (53,502)
87,854 75,315
B BB 2 v Ak 2 i AR 9.  Net gain on disposal of interests in subsidiaries
WESA =T HIEAMEA For the six months ended 30 June
“ERLE ZERENE
2007 2006
BB A mI R £ 2 TR R Net gain on disposal of interests in subsidiaries - 189,443

B N FIHE RS 2 IR RS EE I A AL
W EEANFRE R BATEBGRA A
3,69 %t LA SN AR FE I B E25.1% -

B A

U F 1 ﬁ)’ﬁf& B A T S 3 R DA B
R175% (TEEFENE © 17.5%) REER o 1§
ISk Jﬂ’“ﬁ;ﬁﬂqrﬁ%mirﬁéu;wm%zt%

04 ST I BLAT B3

EEBEEFAABEENEREE, UBX
17.5% (" F TN 17.5%) 1E2HHER -

BEAA=TRIEAMA

10.

The net gain on disposal of interests in subsidiaries in 2006 mainly
arose from the Company’s placing of 3.6% interest in Dah Sing
Banking Group Limited (“DSBG”) to increase DSBG’s public float to
25.1%.

Income tax expense

Hong Kong profits tax has been provided at the rate of 17.5% (2006:
17.5%) on the estimated assessable profit for the period. Taxation
on overseas profits has been calculated on the estimated assessable
profit for the period at the rates of taxation prevailing in the countries
in which the Group operates.

Deferred taxation is calculated in full on temporary differences under
the liability method using a taxation rate of 17.5% (2006: 17.5%).

For the six months ended 30 June

ZERLE “EERE
2007 2006
A E Current income tax

— WA - Hong Kong profits tax 108,608 107,428
— I AMBLIE - Overseas taxation 11,804 7,936

HEIEHLIH Deferred income tax
— B IR 25 L A R AR - relating to the origination and reversal of timing differences - 23,564
— B - utilisation of tax losses 3,466 -
123,878 138,928

10
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11.

12.

Profit attributable to shareholders

The normalised profit attributable to shareholders for the six months
ended 30 June 2008, excluding HK$189.4 million profit on disposal
of interests in subsidiaries, was HK$538.9 million.

This attributable profit for the six months ended 30 June 2007
represents an increase of 23.3% from the normalised attributable
profit in 2006.

Basic and diluted earnings per share

The calculation of basic earnings per share is based on earnings of
HK$664,179,000 (2006: HK$728,310,000) and the weighted average
number of 250,088,234 (2006: 250,088,234) shares in issue during
the period.

The calculation of diluted earnings per share is based on earnings of
HK$664,179,000 (2006: HK$728,310,000) and the weighted average
number of 250,667,582 (2006: 250,336,842) shares in issue during
the period after adjusting for the effect of all dilutive potential ordinary
shares as shown below:

“ERLE ZEERNF
B % Number of shares 2007 2006
WAR=1THZ Weighted average number of
e R ¥ B ordinary shares as at 30 June 250,088,234 250,088,234
g ik Adjustments for share options 579,348 248,608
WA=+ HRH K Weighted average number of
b vohiba 3] ordinary shares for diluted earnings
AR 24 8 per share as at 30 June 250,667,582 250,336,842

BEEZLENAZTHIEAEASRK
SR T 5 R 40 A By 2,665 T8 ) 2657 T
s WA TS A R B R B4 R
AIHE 25 2 I £5 189,443,000 04 2 1E AL
TR A R R A2 15T RS -

Basic and fully diluted earnings per share for the six months ended
30 June 2007 were HK$2.66 and HK$2.65 respectively which are
higher than the normalised basic and diluted earnings per share in
the same period last year (HK$2.15) if the HK$189,443,000 net gain
on the disposal of interests in subsidiaries in 2006 was excluded.

B8 B AE BAT B 304k 4 v B B 089 45 13. Cash and balances with banks and other financial institutions
ZRRLA ZEENF
AN=Z+E FZAZT—H
As at As at
30 Jun 2007 31 Dec 2006
e AT R A5 Balances with central banks 259,941 188,540
Ba RTS8 Cash and balances with banks 1,596,450 1,645,980
B4 Fore ot 4 R RS 9 45 B Cash and balances with other financial institutions 9,662 10,895
B N B B Money at call and short notice 4,268,763 5,594,881
6,134,816 7,440,296

11



CHP9) 54 SR8 o7 B DA A1l B HLIE 14.

5 Bk A2 1 B A

FHERBEAENES -

B ES -
—FikL
— Ll

MR -
—Fik L
—F LS B
—F Lk

FRfEEE MR E R

BUSETEE EC T EON
28 0 o

T # -
— T

AT E S A R 200
SMEEAH

EEEEREMEE LA TESER
HE R AR 60 4 T

LS 2 W R

ARTERBES -
~BEERERENE
AR A BUR 5

— AR

— HABBUR (5

— A R 2

or loss

Trading securities:

Debt securities:
- Listed in Hong Kong
- Unlisted

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

Total trading securities

Financial assets at fair value through profit or loss:

Debt securities:
- Unlisted

Total financial assets at fair value through profit or loss

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

Market value of listed securities

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

12

Trading securities and financial assets at fair value through profit

“ERLE ZEERE
ARZFTH FZA=+T—H
As at As at

30 Jun 2007 31 Dec 2006
1,432,166 1,114,426
9,051,484 6,559,624
10,483,650 7,674,050
527,787 532,272
465,199 337,994
585,180 569,469
1,578,166 1,439,735
12,061,816 9,113,785
1,266,015 1,276,671
1,266,015 1,276,671
13,327,831 10,390,456
2,425,152 1,984,692
e
AHZ+HH FZA=+—H
As at As at

30 Jun 2007 31 Dec 2006
9,116,178 6,367,125
361,500 367,572
11,600 -
2,260,387 2,216,024
11,749,665 8,950,721
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fiETH Derivatives
—EEEH - Exchange rate contracts
—FRAEH - Interest rate contracts
—RNAED - Equity contracts
—Hih A% - Other contracts
MNoEENEFHA=Z+—H > WEERH

EAIERAENEHEATRANZEE
R g o 48 R 5 855,575,000 7C - W EL A
PR E = N AR B BRI 2 fE AR
B i HE KRR A o

(tH) fiksBmTH 15.  Derivative financial instruments
METAGHZARAS KA FHW The notional principal amounts of outstanding derivatives contracts
T and their fair values were as follows:
ZERLEANZTH SEERETZRASTH
As at 30 Jun 2007 As at 31 Dec 2006
wh/ #4/
H 5] .
bkt AR e LR
Contract/ Fair values Contract/ Fair values
notional {3 fifg notional 4 Af
amount Assets Liabilities amount Assets Liabilties
) HEEEMEZAETR 1) Derivatives held for trading
o) SMEfEIR a)  Foreign exchange derivatives
HHRIEAY Forward and future contracts 66,191,362 182,535 197,631 53,347,607 134,544 57,367
Kl Currency swaps 1,139,355 86,937 22,348 1,370,700 45470 27,559
BE A S A Currency options purchased
and written 1,023,434 1,559 1,559 545,816 957 957
b FEfi4IR b)  Interest rate derivatives
ks Interest rate swaps 31,310,275 69,844 204,058 20,733,671 43875 127,636
BEA Sttt ¥l 0t Interest rate options purchased
and written 50,643,612 1,781 1,814 53,085,262 3,489 3,789
o EHEEETA ¢) Equity derivatives
B A Bttt 1 1 Equity options purchased
and written 97,050 587 587 125,749 1,719 1,701
d) FEEEIR d) Credi derivatives
FEREAZHRAN Credt default swaps 703,620 3,114 834 1,088,913 6,570 1322
RIERER®ZAETAAT  Total derivatives held for trading 151,108,708 346,357 448,831 130,207,718 236,624 220,331
) BEEWAEZHEETAE 2 Derivatives held for hedging
o UATEHNZ g Derivatives designated
it IA as fair value hedges
il Interest rate swaps 15,918,981 457,519 111,652 10,684,881 137,693 103,478
HIERW AR Z T TRAR  Total derivatives held for hedging 15,918,981 457,519 111,652 10,684,881 137,693 103,478
gzt SMIAAT  Total recognised derivative
financial instruments 167,027,689 803,876 560,483 140,982,599 374,317 323,809

As at 30 June 2007, the credit risk weighted amounts of the above
off-balance sheet exposures (including credit default swaps)
calculated under Basel Il basis and without taking into account the
effect of bilateral netting arrangements that the Group entered into,

are as follows:

ZRRLE ZERERE
AH=+H “A=1—H

As at As at

30 Jun 2007 31 Dec 2006

368,412 151,477

337,128 247,460

3,009 2,533

3,435 -

711,984 401,470

As at 31 December 2006, the credit risk weighted amount of credit
default swaps calculated under Basel | basis amounting to
HK$855,575,000 is included in the total credit risk weighted amount

of contingent liabilities and commitments in Note

13
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16. Advances and other accounts

Gross advances to customers
Gross advances to banks and other financial institutions

Trade bills

Accounts receivable on sale of investments in securities

Other assets

Gross advances and other accounts

Less: impairment allowances
- Individually assessed
- Collectively assessed

Advances and other accounts

BaAE- LT (a)

ZZRLE “EERE
AAZFTH A=A
As at As at
30 Jun 2007 31 Dec 2006
56,244,648 49,908,688
153,307 155,102
853,433 694,604
1,504,592 300
2,185,347 1,626,221
60,941,327 52,384,915
(136,782) (136,746)
(221,496) (218,351)
(358,278) (355,097)
60,583,049 52,029,818

Gross advances to customers by industry sector classified
according to the usage of loans and analysed by percentage

B4 covered by collateral
ZERLEAAZTH ZEEANEFZAZT-H
As at 30 Jun 2007 As at 31 Dec 2006
e L ¢ 6.r T
S AR B ARH G (R
ZHR ZHM
% of gross % of gross
FAUR LB advances FERGR advances
Outstanding covered Qutstanding covered
balance by collateral Balance by collateral
ERBERIER Loans for use in Hong Kong
TH4H Industrial, commercial and financial
N E 1 - Property development 422,178 99.6 409,887 99.9
—YERE - Property investment 7,698,075 90.9 6,107,283 94.6
-t - Financial concerns 454,294 75.6 424,368 82.6
-RELL - Stockbrokers 71,882 38.8 49,845 38.2
—MERTEE - Wholesale and retail trade 1,071,147 87.0 1,086,361 87.5
— W - Manufacturing 1,300,005 703 1,334,677 749
— L RS - Transport and transport equipment 3,878,237 92.5 3,563,617 91.2
— R4 EE) - Recreational activities 61,512 21.9 49,086 24
— &R - Information technology 36,237 2.9 36,087 40
— it - Others 1,940,883 80.9 1,325,409 82.9
16,934,450 87.5 14,386,620 89.4
A Individuals
~WEIEEALEGH] - - Loans for the purchase of flats in Home
(RASBREREH] X Ownership Scheme, Private Sector
[T & LR B Participation Scheme and Tenants
BT Purchase Scheme 1,843,010 99.7 1,850,462 99.7
~HEEMEEDEER - Loans for purchase of other
residential properties 11,553,318 99.7 10,917,179 99.5
—RRREH - Credit card advances 3,221,049 - 3,154,851 -
— it - Others 6,728,853 50.9 5,614,419 53.7
23,346,230 7.9 21,536,911 73.0
AR ER Loans for use in Hong Kong 40,280,680 78.4 35,923,531 79.6
UL Trade finance 4,614,828 50.9 4,385,560 455
T2t DL AR F Y B3 Loans for use outside Hong Kong 11,349,140 74.8 9,599,597 70.4
56,244,648 75.4 49,908,688 74.8

14
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Loans for use in Hong Kong

Industrial, commercial and financial
- Property investment

Individuals
- Loans for purchase of other
residential properties

Loans for use in Hong Kong

Industrial, commercial and financial
- Property investment

Individuals
- Loans for purchase of other
residential properties

Advances and other accounts (Continued)

(@)  Gross advances to customers by industry sector classified
according to the usage of loans and analysed by percentage
covered by collateral (Continued)

For each industry sector reported above with loan balance
constituting 10% or more of the total balance of advances to
customers, the attributable amount of impaired loans, overdue
loans, and individually and collectively assessed loan
impairment allowances are as follows:

ZRELEANZN

As at 30 Jun 2007

e bk

WA R
ME=MA O WA B
Gross WM WM
advances Individually  Collectively
KERSS  WEBK  overduefor  assessed  assessed
Outstanding Impaired over3 impairment impairment
balance loans months  allowances allowances
7,698,075 - 1,122 - 12,627
11,553,318 3,193 14,667 1,366 5,852

ZEERFTIAZTH
As at 31 Dec 2006

e Gk

AR
BB=MA WEEE BAE
Gross WM BEEM
advances  Individually  Collectively
FEBER O BHEEK  oveduefor  assessed  assessed
Outstanding Impaired over3  impairment  impairment
balance loans months  allowances  allowances
6,107,283 6,590 8,105 2,214 12,672
10,917,179 10,320 23,694 3,739 11,854
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() IR TR & 1 R AT (b)

ZhHHFHEE Type of counterparties
o K B B Mainland entities
oK B DA R Companies and individuals outside
A T8 R Mainland where the credits are
U o B B (R granted for use in the Mainland
KR HHFMIER  Other counterparties the exposures to
ey whom are considered by the Group to
FRATBEF AR be non-bank Mainland exposures
ZHHFER Type of counterparties
B K B A Mainland entities
K BE DA AMA B ] Companies and individuals outside
AN T8 R i) Mainland where the credits are
¢ DN 303 granted for use in the Mainland
HiheHEFmMELRRE  Other counterparties the exposures to
Bl AR whom are considered by the Group to
FRITREF R be non-bank Mainland exposures

Fitat - A EREH AL R P B SR
HiH % FREZ&H

(1) BT %7 B R &

E7d
F

(c)

BRI IR E 2% 58
B R 1% 2 T BT A M o —
TR > RS R 7 oL i B 5
TR 2 R > BB P Fs o

ZZZLEAR=TH . KEMEF
HHRAEPBET 2T (A
B 2 W B 3K B g 0 & P R ) B
BERBIET (WHEILE 2T A4E
+ZAZ=Zt+—HHR) -
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Advances and other accounts (Continued)

Non-bank Mainland exposures

ZEBLEANZN

As at 30 Jun 2007
A WA
WEAMEN  BEAEES Bl
it B 0 ity Bk Individually
On-balance Off-balance assessed
sheet sheet i3] impairment
exposure exposure Total allowances
1,697,301 5,662 1,702,963 -
9,407,525 797,874 10,205,399 52,991
63,342 6,501 69,843 -

SREREF A

As at 31 Dec 2006
AR AE B
BEAMERN  EEAFERH e
fiy g4 fga Individually
On-balance Off-balance assessed
sheet sheet M impairment
exposure exposure Total allowances
1,835,834 2,187 1,838,021 -
8,415,195 767,331 9,182,526 78,942
41,904 2,496 44,400 -

Note: The balances of exposures reported above include gross
advances and other balances of claims on the
customers.

Analysis of gross advances to customers and overdue loans
by geographical area

Advances to customers by geographical area are classified
according to the location of the counterparties after taking
into account the transfer of risk. In general, risk transfer applies
when an advances is guaranteed by a party located in an area
which is different from that of the counterparty.

At 30 June 2007, over 90% of the Group’s advances to
customers, including related impaired advances and overdue
advances, were classified under Hong Kong (a position
unchanged from that as at 31 December 2006).



(+») BEHEFRRLBEE () 16. Advances and other accounts (Continued)

(T) WM > A F R R TG E (d)  Impaired, overdue and rescheduled assets
() WEEX () Impaired loans

As at As at
30 Jun 2007 31 Dec 2006
ZR2LE ZEENRE
AAZHH +-A=+—H
ESRAE (HaF (F))  Gross impaired loans (Note (3)) 215,477 254,533
IEEFERAHE /ML As a percentage of total advances to customers 0.38% 0.51%
A S (L A Individual impairment allowances 136,782 136,746
FRAKH B ER Amount of collateral held 81,764 122,343

Mt Note:
H., WMESFNZSEESE Impaired loans are defined as those loans having
W LR BE objective evidence of impairment as a result of
—HE M ERRZE one or more events that occurred after the initial

ERZHFH ([REF
1) T 5] BOL 2 &
B 1M w%AH B
BB A R AR AL
RIERLE > WA
A o WA A
A0 1 A T B o B
W2 B o

<. DEMpsEERD %
ERAA=Z1TH/+T=
A=t—HZEERHE
Bl 2 HE A T

recognition of the asset (a “loss event”) and that
loss event has an impact on the estimated future
cash flows of the loans that can be reliably
estimated. Impaired loans are individually
determined to be impaired.

The above individual impairment allowances were
made after taking into account the value of
collateral in respect of such advances as at 30
June/31 December.

() EPREBRER (i) Overdue loans
% PR WEF &%
it 2 423 Hrlk “EERE AL
AAZTH %oftotal +-A=+—H % of total
As at advances to As at advances to
30 Jun 2007 customers 31 Dec 2006 customers
FREEFEHAH S Gross advances to customers which
ol have been overdue for:
= - six months or less but over
~EA three months 97,210 0.17 99,855 0.20
~AMAULEE—HE - one year or less but over six months 66,662 0.12 61,973 0.12
——HEpE - OVer one year 103,872 0.19 119,804 0.24
267,744 0.48 281,632 0.56
HIEIE MBS0 Market value of securities held against
AR A 8 17 6 the secured overdue advances 169,342 168,065
HAEfam & Secured overdue advances 113,635 133,324
AR A & Unsecured overdue advances 154,109 148,308
18 9 6 e A Individual impairment allowances 118,002 118,518

17
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(T)

M o AT R AT B () (d)

(i) A AH S (DB Lk
R AR R R R0

BEASTK Rescheduled advances

B Impairment allowances
RE-EZELFANAA=ZTHE
FERNFETZA=1T— A&

T ERAT T H A 4 A 30

BB Bkl - s = A

b EA &R -

(v) HE5EE

Overdue for:
—=AULEENMA
“AMEAEE—F

(%) i ml &
AREBMW A EEMNT
liqak/ES Repossessed properties
HAt Others

18

- six months or less but over three months
- one Yyear or less but over six months

Advances and other accounts (Continued)

Impaired, overdue and rescheduled assets (Continued)

(i)  Rescheduled advances net of amounts included in
overdue advances shown above

fhi% P W& F &%

ZERLA Hak ZEERF "l

AHZTH % oftotal +-H=1—H % of total

As at advances to As at advances to

30 Jun 2007 customers 31 Dec 2006 customers

62,285 0.11 69,106 0.14
2,862 6,886

There were no advances to banks and other financial
institutions, which were impaired, overdue for over 3
months or rescheduled as at 30 June 2007 and 31

December 2006.
(iv)  Trade bills

ZZRLE ZEERE
ARZTH FZA=+—H
As at As at
30 Jun 2007 31 Dec 2006
935 -
1,180 -
2,115 -

(e)  Repossessed assets

The repossessed assets of the Group were as follows:

ZRRLE ZEZRE
ARZFTH FZA=Z+T—H
As at As at

30 Jun 2007 31 Dec 2006
20,506 31,485
9,206 738
29,712 32,223
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17. Impairment allowances against advances to customers

A0 B A A
Individually Collectively At
assessed assessed Total
At 1 January 2007 136,746 218,351 355,097
Amounts written off (30,557) (94,441) (124,998)
Recoveries of advances written off in previous years 5,789 37,252 43,041
New impairment allowances charged
to income statement 27,520 60,334 87,854
Unwind of discount of impairment allowance (2,716) - (2,716)
At 30 June 2007 136,782 221,496 358,278
Deducted from:
Trade hills - 8,118 8,118
Advances to customers 136,782 213,190 349,972
Advances to banks and
other financial institutions - 188 188
At 30 June 2007 136,782 221,496 358,278
ARG A
Individually Collectively A
assessed assessed Total
At 1 January 2006 167,436 230,743 398,179
Amounts written off (126,824) (168,889 (295,713)
Recoveries of advances written off in previous years 20,889 76,245 97,134
New impairment allowances charged
to income statement 87,205 74,048 161,253
Unwind of discount of impairment allowance (5,756) - (5,756)
Reclassification (6,204) 6,204 -
At 31 December 2006 136,746 218,351 355,097
Deducted from:
Trade bills - 6,515 6,515
Advances to customers 136,746 211,058 347,804
Advances to banks and other financial institutions - 778 778
At 31 December 2006 136,746 218,351 355,097

19



(HA) e iy 5 27

18. Available-for-sale securities

ZEZLE ZERERE
A=ZHE FZA=t+—H
As at As at
30 Jun 2007 31 Dec 2006
B HE Debt securities
AN - Listed in Hong Kong 1,510,504 1,316,532
—F LA BT - Listed outside Hong Kong 16,767,572 14,457,750
AN - Unlisted 14,595,879 16,085,860
32,873,955 31,860,142
ML s % Equity securities:
Al - Listed in Hong Kong 202,304 107,408
— B T - Listed outside Hong Kong 546,395 342,231
—BEHEL — Interests in investment funds 461,244 961,462
— oAl Bzt (FF)) - Others (Note ()) 829,385 65,551
2,039,328 1,476,652
LA B R o A Total available-for-sale securities 34,913,283 33,336,794
LirEH 2 WiE Market value of listed securities 19,026,775 16,223,921
B EHES Included within debt securities are:
— A WA - Certificates of deposit held 868,713 100,167
—H i EH w5 — Other debt securities 32,005,242 31,759,975
32,873,955 31,860,142
o ik 8 5 5 3T Available-for-sale securities are analysed by
RS TIT categories of issuers as follows:
— LR A e R AT - Central governments and central banks 3,039,856 3,554,021
—NEHE — Public sector entities 340,004 274,108
— $AT B3 4 Tl A4 - Banks and other financial institutions 20,033,769 19,828,138
—f¥% - Corporate entities 11,491,502 9,678,749
— At - Others 8,152 1,778
34,913,283 33,336,794
Wt 7t Note:
(H) AEMPREETHERTHRECE (@  Included in unlisted equity securities is the Group’s investment

AR LT T S o ERE
RERRZELEAA=ZTHAZRER
703,339,000 7C °

in Chongqging Commercial Bank amounting to
HK$703,339,000 as at 30 June 2007.
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19. Held-to-maturity securities

ZRRLE ZRERE
AHZ+FH FZA=+—H
As at As at
30 Jun 2007 31 Dec 2006
EHHE Debt securities
— FW LU Ll - Listed outside Hong Kong 31,262 62,252
- ¥ L - Unlisted 307,748 396,143
339,010 458,395
LiidHE A Market value of listed securities 31,277 62,269
WA TS - Included within debt securities are:
— B MR - Certificates of deposit held 57,813 138,449
— HAbEH S — Other debt securities 281,197 319,946
339,010 458,395
ESEXNRoei e I Held-to-maturity securities are analysed
BB WT by issuer as follows:
- AEHEE - Public sector entities 22,627 31,167
— ST R A4 - Banks and other financial institutions 286,019 396,673
- ¥ - Corporate entities 30,364 30,555
339,010 458,395
A7 B B il ] s 20. Premises and other fixed assets
IR~
ROE
Furniture,
equipment
and
Liy:3 motor it
Premises vehicles Total
BE_ZZTELEAH=ZTHIEAMA Six months ended 30 June 2007
IR T I Opening net book amount 1,486,140 111,351 1,597,491
e Additions - 32,661 32,661
ke Disposals - (30) (30)
I Depreciation charge (20,275) (28,379) (43,654)
A MR T Closing net book amount 1,465,865 120,603 1,586,468
“EREERAZTH At 30 June 2007
WA/ Cost/valuation 1,518,708 288,312 1,807,020
ZRIE Accumulated depreciation (52,843) (167,709) (220,552)
R Net book amount 1,465,865 120,603 1,586,468
BEZZZAFETA=T—HI4E  Yearended 31 December 2006
AR (1 Opening net book amount 1,267,450 122,242 1,389,692
FolRE Additions - 40,855 40,855
X Vg Reclassification 142,701 - 142,701
EME Revaluation surplus 111,749 - 111,749
ik Disposals - (1,745) (1,745)
s Depreciation charge (35,760) (50,001) (85,761)
R IR T Closing net book amount 1,486,140 111,351 1,597,491
“EZERFETA=+—H At 31 December 2006
WA/ Cost/valuation 1,486,140 249,411 1,785,551
ARIrE Accumulated depreciation - (138,060) (138,060)
R T (. Net book amount 1,486,140 111,351 1,597,491
AEMATE B MG ER —FEANET The Group’s premises were last revalued at 31 December 2006.
HZA— HHEAT o HRP Al i o B3R 3F Valuations were made on the basis of open market value by

W AR 7 () A7 PR 7] REOL S 7 9 %
I Z ) B — KT A () A1 R
DR G P 2 ) 3) $5 2 B T M (.

ST -

independent, professionally qualified valuers (1) Knight Frank Hong
Kong Limited in respect of properties in Hong Kong and China, and
(2) Savills (Hong Kong) Limited in respect of properties in Macau.
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nEWE 21. Investment properties
&
ZRRLE Y
AHETHIE ZEZRE
AMA TZA=1—HALE
Six months 353
ended Year ended
30 Jun 2007 31 Dec 2006
W/ R At beginning of the period/year 484,465 362,690
Wi Additions 15,770 234,401
EWNE Reclassification - (142,701)
B2 AT HE Fair value gains on revaluation - 30,075
WA/ A At end of the period/year 500,235 484,465

AR B 1 W) S BB 2 A E R TN
T A= HEST, MR B S
FERFRIR A Y] (B ) A RA R GRERLR
BRI 2 W3 B — R R (B )
AR R (AR 2 W 3%) He A BT
B (£ R AT

A1 % DA A - it B ELIC S8 Wk A A R

The Group’s investment properties were last revalued at 31 December
2006. Valuations were made on the basis of open market value by
independent, professionally qualified valuers (1) Knight Frank Hong
Kong Limited in respect of properties in Hong Kong and China, and
(2) Savills (Hong Kong) Limited in respect of properties in Macau.

22. Deposits from customers designated at fair value through profit

Pk or loss
ZEZLE ZEERE
AHZ+H  +ZA=1+—H
As at As at
30 Jun 2007 31 Dec 2006
BERE A K Structured deposits 3,545,388 3,224,673
HA&F Other deposits from customers 161,324 168,375
3,706,712 3,393,048

R BT DL 2 R B 5w A T-EEH &
AEBHFABENEFERZATHE
B 2 50 BN o AN A BITE A B A
AR ZEARZ A AN SEBEU -
Jir 31l 2 B 1 {8 75 227,000,000 75 (T~ FF N
FE+HZ=+—H : 218,000,000% C) °

% PAeak

M SR AT
BER
R RS

Demand deposits and current accounts
Savings deposits
Time, call and notice deposits

The change in the fair value of deposits from customers designated
at fair value through profit or loss not attributable to changes in interest
rate is minimal. The amount that the Group would be contractually
required to pay at maturity to the holders of these deposits is HK$227
million (31 December 2006: HK$218 million) higher than the above
carrying amount.

23. Deposits from customers

ZZRLE ZETRE
ARZTH FZA=+—H
As at As at

30 Jun 2007 31 Dec 2006
6,929,673 6,972,502
8,781,889 8,530,676
50,254,757 48,092,753
65,966,319 63,595,931
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24.

Certificates of deposit issued

Designated at fair value through

profit or loss

At fair value under fair value hedge

At amortised cost

| 2 58 B DL AR 2 TR R AR A T (E 3 T 4%
NTERNE 2 BT EGE s e DA
TR B LSBT ARBZ EBITNRE
M A TS T 2 B/ - AEEE
WEFEA S NEN S ERE
BEANSBESU LIS ZEEER
55,000,0008 6 (ZFFEAFE T A=+ —
H : 14,000,000% 7C) °

“ERLE ZEERE
A=ZFHH FZA=ET—H
As at As at

30 Jun 2007 31 Dec 2006
5,209,683 5,549,938
1,582,899 -
3,271,469 3,218,534
10,064,051 8,768,472

The change in the fair value of certificates of deposit issued and
carried at fair value under fair value hedge, and certificates of deposit
issued and designated at fair value through profit or loss not
attributable to changes in interest rate is minimal. The amount that
the Group would be contractually required to pay at maturity to the
holders of these certificates of deposit is HK$55 million (31 December
2006: HK$14 million) higher than the above carrying amount.

BB MEEES 25. Issued debt securities
ZRRLE ZEEN
AHZ+H FZA=+—H
As at As at
30 Jun 2007 31 Dec 2006

HREUATEFEH Designated at fair value through

HEemi ARG profit or loss 1,136,968 1,132,882
H R A At amortised cost 1,172,700 1,166,692
2,309,668 2,299,574

CEAT G A R K RAT AR
A (K #RAT]) 2 2 &I B /A Al Dah Sing
MTN Financing Limited % % K 37 $817 2 B
W R R R FENEF A
—~HBETEEERELS T LW Z
150,000,000 JC % & £ 150,000,000 76 7% 8.
ZHBEREBEERE (IHEE]D - ZEEH
KARATIENR - BIIEH - BEFIHA S
CERAFETZHA—H > HEABEER K
SRATHEAT 0 | 3R 4 100 2 R A 1 v LR 0 o

FIREF SN Z WR B E DA THEF =
HESH ARG ZEBITNERE LS
B BN o A E M AH SR M
i A MM ZEEEERZHEAEANS
FRHE LA b i 31 2 B T8 195 36,000,0009 TG (—
TENFEFTHA=+T—H : 34,000,000%
Jo) °

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

The change in the fair value of issued debt securities designated at
fair value under fair value hedge and at fair value through profit or
loss not attributable to changes in interest rate is minimal. The amount
that the Group would be contractually required to pay at maturity to
the holders of these issued debt securities is HK$36 million (31
December 2006: HK$34 million) higher than the above carrying
amount.
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Subordinated notes

dtn) BELH 26.

ZZRLE RN
AAZFH FZA=+—H
As at As at
30 Jun 2007 31 Dec 2006
150,000,000 Tt — % — T 4F US$150,000,000 Subordinated Floating
B B A EEE (Wit () Rate Notes due 2015 (Note (3)) 1,172,700 1,166,693
150,000,000% 7 it & — L 4 US$150,000,000 Subordinated Fixed
B E BB EET (Wit (Z))  Rate Notes due 2017 (Note (b)) 1,142,796 1,146,742
150,000,000 Tt % — 4 US$150,000,000 Subordinated Floating
B BREER (W2 (5))  Rate Notes due 2016 (Note () 1,172,700 1,166,692
200,000,000 7T /€ B US$200,000,000 Perpetual Subordinated Fixed
KRG EER (e (T)) Rate Notes (Note (d)) 1,516,520 -
5,004,716 3,480,127
HEUATEF=H Designated at fair value through
HEFH ARG profit or loss 1,142,796 1,146,742
TEAFEE TN FHE At fair value under fair value hedge 1,516,520 -
R A At amortised cost 2,345,400 2,333,385
5,004,716 3,480,127
A Note:
(F) WA RFMITR ZFZNENH —+ (@  This represents US$150,000,000 Subordinated Floating Rate

JU H 847 2 150,000,000 JC 7 Ji 7% &
385 B LR B TR E AR
BREER ([EF]D o EETI7®
TR -HFEALHANHE o BRI
BHA-Z-FFERANE - HEAT
HEHSEEERED > WEEZHE
=8 A W Eou AT R SR B s 1
BT UE=MA BT ) - B
M R A B P R B ] 7R
MRS & T T B =8 H 3025 T AT IR
EFREM—EATET - HERTE
BRI > SO AT T
PR TR R KRB FE D A
B TA () B -

RN ZFFRFNA TN
H #1472 150,000,000 TT4F £.5.451%
TE AR 88 5 5y ir b i S R R AR
EARMNE BREEY (&K - %
BEMER - F—tEAA+ /A HE
W mENEERE T~ 4 NAH
TAH c HBTHEHEBEER
Ho AR B RENT—E » fGRER
B o Hg > MRS E
BmAMEE > EEMAEEET HER
HAEMEREEERSEN G =+
BT o HEBFEEE RFE LR
KB $RAT R R R H SR B
H DL ZE T E BT GE ) &
B o KpeR1TINE B — B PR 4R AT RT o8
SR A5 20 16 (RS 1 1 R B i3
B UASETCERATIR) 2697 B A L B0 1R Bl
FIEAT K -
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Notes qualifying as Tier 2 capital of DSB issued on 29 April
2005 (the “Notes”), which are listed on the Luxembourg Stock
Exchange. The Notes will mature on 6 May 2015 with an
optional redemption date falling on 6 May 2010. Interest rate
for the Notes is set on a quarterly basis based on 3-month
LIBOR plus 60 basis points from the issue date to the optional
redemption date. Thereafter, if the Notes are not redeemed,
the interest rate will reset and the Notes will bear interest at 3-
month LIBOR plus 160 basis points. DSB may, subject to
receiving the prior approval of the HKMA, redeem the Notes
in whole but not in part, at par either on the optional redemption
date or for taxation reasons on interest payment date.

This represents US$150,000,000 5.451% Subordinated Fixed
Rate Notes qualifying as Tier 2 capital of DSB issued on 18
August 2005 (the “Notes”), which are listed on the Luxembourg
Stock Exchange. The Notes will mature on 18 August 2017
with an optional redemption date falling on 18 August 2012.
Interest at 5.451% p.a. is payable semi annually from the issue
date to the optional redemption date. Thereafter, if the Notes
are not redeemed, the interest rate will be reset and the Notes
will bear interest at the then prevailing 5-year US Treasury rate
plus 220 basis points. DSB may, subject to receiving the prior
approval of the HKMA, redeem the Notes in whole but not in
part, at par either on the optional redemption date or for
taxation reasons on interest payment date. An interest rate
swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been
entered into with an international bank.
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A i 27.

it Reserves

I 153 i Share premium

fTE R G Premises revaluation reserve
BeEFm G Investment revaluation reserve
W . ol 1 Exchange reserve

— Rl General reserve
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Subordinated notes (Continued)

Note: (Continued)

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

This represents US$200,000,000 Perpetual Subordinated
Fixed Rate Notes qualifying as upper Tier 2 capital of DSB
issued on 16 February 2007 (the “Notes”), which are listed on
the Singapore Stock Exchange Securities Trading Limited. The
Notes carry an optional redemption date falling on 17 February
2017. Interest at 6.253% p.a. is payable semi annually from
the issue date to the optional redemption date. Thereafter, if
the Notes are not redeemed, the interest rate will reset and
the Notes will bear interest at 3-month LIBOR plus 190 basis
points. DSB may, subject to receiving the prior approval of the
HKMA, redeem the Notes in whole but not in part, at par either
on the optional redemption date or for taxation reasons on
interest payment date. An interest rate swap contract to swap
the fixed rate payment liability of the Notes to floating interest
rate based on LIBOR has been entered into with an
international bank.

The change in the fair value of subordinated notes carried at fair
value under fair value hedge, and subordinated notes designated at
fair value through profit or loss not attributable to changes in interest
rate is minimal. The amount that the Group would be contractually
required to pay at maturity to the holders of these subordinated notes
is HK$77 million (31 December 2006: HK$20 million) higher than the
above carrying amount.

Other reserves

“EZLH “EERE
ANETH FZHA=+—H
As at As at

30 Jun 2007 31 Dec 2006
984,286 984,286
541,930 541,930
(5,401) 10,661

229 (33)

574,612 574,612
2,095,656 2,111,456
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28. Contingent liabilities and commitments

customers are as follows:

Direct credit substitutes
Transaction-related contingencies
Trade-related contingencies
Other commitments which are unconditionally cancelable
Other commitments with an original maturity of:
- under 1 year
-1 year and over
Forward forward deposits placed

Contingent liabilities and commitments
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The contract and credit risk weighted amounts of the Group’s off-
balance sheet financial instruments that commit it to extend credit to

FREMW

Contract amounts
ZRRLE ZEERE
ARZTH FZA=+—H
As at As at
30 Jun 2007 31 Dec 2006
618,249 1,628,553
276 4,576
1,070,787 1,066,214
27,738,630 24,612,456
6,608,256 7,725,382
2,206,043 790,570
115,403 1,923,185
38,357,644 37,750,936

155 % IR

Credit risk weighted amounts

ZRRLE ZEZRE
ARZFTH FZA=Z+T—H
As at As at
30 Jun 2007 31 Dec 2006
2,536,705 2,287,097
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As at 30 June 2007

Assets

Cash and balances with banks
and other financial institutions

Placement with banks
maturing between one and
twelve months

Trading securities

Financial assets at fair value
through profit or loss

Derivative financial instruments

Advances and other accounts

Avallable-for-sale securities

Held-to-maturity securities

Investments in associates

Investments in jointly
controlled entities

Goodwill

Intangible assets

Premises and other fixed assets

Investment properties

Value of in-force long-term life
assurance business

Current income tax assets

Deferred income tax assets

Total Assets

Liabilities

Deposits from banks

Derivative financial instruments

Trading liabilities

Deposits from customers
designated at fair value
through profit or loss

Deposits from customers

Certificates of deposit issued

Issued debt securities

Subordinated notes

Other accounts and accruals

Liabilities to policyholders under
insurance contracts

Current income tax liabilities

Deferred income tax liabilities

Total Liabilities

Net liquidity gap

29.

Maturity profile

The table below analyses the Group’s assets and liabilities into relevant
maturity groupings based on the remaining period at balance sheet
date to the contractual maturity date.

ZHARE

ZhN -k Rk

s UF Over E L
Repayableon ~ 3months  3months  Over1 year iENE  EEWHN it
demand or less tolyear  to5years Over years Undated Total
4,711,971 1,422,845 - - - - 6,134,816
- 506,704 1,115,376 - - - 1,622,080
305 5774532 2,732,416 752,998 2,129,517 672,048 12,061,816
- 1,219,079 46,936 - - - 1,266,015
10,280 104,265 85,728 125,385 452,970 25,248 803,876
6,189,572 12,734,404 5707177 15,450,258 19,810,410 691,228 60,583,049
- 352233 7,871,751 5,686,896 15,777,647 2,054,653 34,913,283
- 73,292 48,172 209,648 7,898 - 339,010
- - - - - 49,865 49,865
- - - - - 41,531 41,531
- - - - - 950,992 950,992
- - - - - 193,976 193,976
- - - - - 1,586,468 1,586,468
- - - - - 500,235 500,235
- - - - - 846,445 846,445
- - 14,061 - - - 14,061
- - - 416 - - 416
10,912,128 25357457 17,621,617  22,225601  38,178442 7,612,689 121,907,934
905,831 1,467,251 - 234,540 - - 2,607,622
22,029 110,546 97,920 172,110 157,878 - 560,483
- 617,083 2,132,176 220,654 - - 8,469,893
- 3,353,389 224,219 129,044 - - 3,706,712
20812117 39,944,130 4,157,444 1,052,628 - - 65,966,319
- 924649 4003992 4905780 229,630 - 10,064,051
- - - - 2,309,668 - 2,309,668
- - - 1172700 3,832,016 - 5,004,716
749,792 5,680,136 117,313 16,827 2,940 843,956 7,410,964
- - - - - 2,782,567 2,782,567
- 3,765 166,647 2,121 - - 172,533
- 1,373 2,293 142,785 - - 146,451
20,489,769 57,602,302 10,902,064 8,049,189 6,532,132 3,626,523 109,201,979
(11,577,641)  (32,244,845) 6,719,553 14,176,412  31,646310 3,986,166 12,705,955
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As at 31 December 2006

Assets
Cash and balances with banks
and other financial institutions
Placement with banks maturing
between one and
twelve months
Trading securities
Financial assets at fair valug
through profit or loss
Derivative financial instruments
Advances and other accounts
Avallable-for-sale securities
Held-to-maturity securities
Investments in associates
Investments in jointly
controlled entities
Goodwil
Intangible assets
Premises and other fixed assets
Investment properties
Value of in-force long-term
life assurance business
Current income tax assets
Deferred income tax assets

Total Assets

Liabilities

Deposits from banks

Derivative financial instruments

Trading liabilities

Deposits from customers
designated at fair value
through profit or loss

Deposits from customers

Certificates of depostt issued

Issued debt securities

Subordinated notes

Other accounts and accruals

Liabilties to policyholders under
insurance contracts

Current income tax liabilities

Deferred income tax liabilities

Total Liabilities

Net liquidity gap

29. Maturity profile (Continued)

=R =AML —fhE

Ll HUT E-k FLE
Repayableon  3months Over3months  Overtyear  REME  EAHAH fit
demand or less to 1 year to5years  Qver 5 years Undated Total
5026436 2,413,860 - - - - 744029
- 303,637 549,690 - - - 863,327
49,781 3261945 1478285 1,007,901 1,925,812 1,390,061 9,113,785
- 1028467 48,204 - - - 1,276,671
591 119,382 50,118 70,802 130,595 2,829 374317
6,577,803 949243 5230311 12,883,120 17,366,939 479211 52,029,818
- 4787588 7692854 6,190,082 13174355 1,491,965 33,336,794
55,512 90,644 125,873 178,464 7,902 - 458,395
- - - - - 57,647 57,647
- - - - - 37,192 37,192
- - - - - 950,992 950,992
- - - - - 208,238 208,238
- - - - - 1597491 1,597 491
- - - - - 484,465 484,465
- - - - - 810,778 810,778
- - 14,414 - - - 14414
- - - 3,377 - - 3,377
11710123 21,697.957 15,189,749 20,333,696 32,605,603 7,510,869 109,047,997
362,412 1,315,847 - - - - 1678259
1,706 43610 45,518 121,331 111,644 - 323,809
- 5,756,137 571,168 198,928 - - 6,526,283
- 3,176,469 65,908 150,671 - - 3,393,048
19,220,306 39,501,677 4,257,668 616,280 - - 63,595,931
- 79,401 1,712,184 6,629,838 347,049 - 8768472
- - - 2299574 - - 2099574
- - - 1166692 2313435 - 3480127
631,796 1,522,181 207,644 10244 1,064,662 614,630 4,051,157
- - - - - 2286088 2,286,088
- 1,951 89,547 - - - 91,498
- 8,427 880 134,949 - - 144,256
20,216,220 51405700  6950,517  11,328507 3836790 2900718 96,638,452
(8,506,097)  (29,707,743) 8239232 9005189 28768813 4,610,161 12,409,545
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G MR R R AR R 30. Reconciliation of operating profit after impairment charges to

cash generated from/(absorbed by) operations
For the six months ended 30 June

“RRLE “EREAF
2007 2006
Operating profit 851,062 735,013
Net interest income (1,086,062) (1,024,964)
Dividend income (19,802) (32,164)
Impairment charges on loans and advances 87,854 75,315
Unwind of discount on loan impairment allowances (2,716) (1,925)
Depreciation 43,654 44,514
Amortisation of intangible assets 14,262 18,924
Advances written off net of recoveries (81,957) (75,623)
Interest received 2,562,215 2,489,405
Interest paid (1,076,790) (1,020,394)
Dividend received 19,802 32,164
Operating profit before changes in operating
assets and liabilities 1,311,522 1,240,265
Change in trading securities 336,285 320,881
Change in derivative financial instruments (192,885) (267,261)
Change in financial assets designated at fair
value through profit or loss 10,656 158,987
Change in advances to customers (6,494,788) (1,594,328)
Change in advances to banks and other
financial institutions 1,795 261,591
Change in other accounts (1,806,087) (659,415)
Change in available-for-sale securities (1,497,904) (5,691,126)
Change in held-to-maturity securities 119,385 143,733
Change in value of in-force long-term life
assurance business (35,667) 31,623
Change in deposits from banks 929,363 -
Change in trading liabilities 1,943,660 1,429,966
Change in deposits from customers 2,370,388 1,635,916
Change in deposits from customers designated
at fair value through profit or loss 313,664 692,956
Change in other accounts and accruals 2,915,934 (75,137)
Change in liabilities to policyholders under
insurance contracts 496,479 39,317
Exchange adjustments 83,610 12,858
Cash generated from/(absorbed by) operations 805,410 (2,319,174)
Interest paid on issued debt securities
and subordinated notes (161,304) (188,404)
Interest paid on certificates of deposit issued (176,588) (150,150)
Hong Kong profits tax paid (1,564) (49,841)
Overseas tax paid (674) (106)
Net cash from/(used in) operating activities 465,280 (2,702,675)
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=) »EBRE 31.  Segment reporting

(H) f#EHPHE (A) By business segments
BE _ZZELFEAH=Z+THIEAMA For the six months ended 30 June 2007
WARS LEL:20) T
Personal  Commercial — MHEH  swance  KAEEH it st
Banking Banking Treasury Business  Unallocated  Elimination Total
A EHA Interest income from
- %R - external customers 872,855 932,410 978,899 48,268 23,836 - 2,856,268
- BEH - inter-segments 632,899 - 10 3424 44316 (1,060,649 -
HELH Interest expense to
- HREF - extemal customers (992,006) (251,388) (160,551) - (366,261) - (1,770,208)
- BER - inter-segments 2,297 (318,854) (741,502) - (2,590) 1,060,649 -
B A Net interest income 516,045 362,168 76,856 51,692 79,301 - 1,086,062
&R Net fee and commission
fi%iA/ Gty incomef(expense) 229,246 63,401 (734) 47718 8,836 (2,108 303,422
FEERLMEE  Nettrading and other operating
A/ Gt income/(expense) 8,443 10,107 17,702 89,001 44,930 2,560 172,743
HBRERAR Net insurance premium income
A and other income - - - 820,119 - (555) 819,564
BEIA Operating income 753,734 435,676 93,824 965,590 133,067 (100) 2,381,791
REZEERR Net insurance claims and
HREFHA movement in liabilties
Rl %8 to policyholders - - - (736,035) - - (736,035
NhkRZEZ Total operating income net
=N of insurance claims 753,734 435,676 93,824 229,555 133,067 (100) 1,645,756
BEH Operating expenses a3 (42888 (@289 (2309 (27010 00 (706840
Ak &3 & Operating profit before
SRR impament losses on
LRERA loans and advances 331,392 293,290 50,931 157,246 106,057 - 938,916
Ledjetv Impaiment losses on loans
Wil and advances (42,241) (45,636) 2 - - - (87,854)
ETRERER Operating profit before gaing
e on certain investments and
BT fixed assets 289,151 247,654 50,954 157,246 106,057 - 851,062
HELMETEEL  Net oss)igain on disposal
BB /A of fxed assets 29) U] - - 485 - 452
HETHERREZ  Net oss)igain on disposal of
i (68 /s available-forsale securities (13) - 77434 - 20,364 - 97,785
JE AL Share of resuls of ointly
fif V& controlled entiies - - - - 4,339 - 4,33
BEIREEATZES  Share of resuls of assoclates - - - - 7 - (1l
BB Proft before income tax 289,109 247650 128,388 157,46 123,528 - 945,921
ZEBUERAZTE Asat 30 June 2007
BEAT Total assets 21,670,126 31,743,952 53,371,073 6,160,798 3,314,817 (352,832 121,907,934
fRAT Total liabilities 53,135,235 14,419,804 22,993,700 4,107,736 14,898,336 (352,832 109,201,979
RE-2%LE For the six months
AHEFHIEABA  ended 30 June 2007
it Depreciation 21,007 9,257 3,008 2,459 7,838 - 43,654
BAL Capital expenditure incurred 20,750 1,907 49 1,547 7,961 - 32,661
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dit—) AEWE (H) 31.  Segment reporting (Continued)

() #HEHESHE () (A) By business segments (Continued)
BEZZANEAAZTHIEAMA For the six months ended 30 June 2006 (Restated)
(#EFF)
{8 ASRtT HERT RIER
Personal  Commercial HHE£H hswance  FAEER g it
Banking Banking Treasury Business  Unallocated Elimination Total

EIA Interest income from

- MAEF - extemal customers 820,726 810,876 797,636 40,770 29,739 - 2499747

- BH - inter-segments 584,940 - 107 2,306 328,828 (916,181) -
FEZL Interest expense to

- MEF - external customers (891,136) (221,781) (104,256) 994 (258,604) - (14748Y

- BIEA - inter-segments (15,339) (244,239) (656,606) - 2 916,181 -
FHEMA Net interest income 499,195 344,857 36,881 44,070 99,961 - 1024964
FREERIME  Netfee and commission
)ISU\/ (3 i) income/(expense) 182,500 58,779 4128 3,656 7914 (1823) 255,149
WEERIMEE  Nettrading and other
A/ i) operating income(expense) 12,750 6473 58796 (12,560) (40,544) - 24915
FREMAR Net insurance premium

A A income and other income - - - 325,212 - - 325,072
HENA Operating income 694,445 410,109 99,800 360,438 67,331 (1,823 1,630,300

RRZBFER  Netinsurance clams and
HEERHA movement in liabilties

va 1) to policyholders - - - (207,.219) - - (207.219)
MRRBREE,  Total operating income net of

HENA insurance claims 694,445 410,109 99,800 153,219 67,331 (1,823 1,423,081
B Operating expenses (382,861) (131,978) (28,719) (51,233) (19,785) 1823 (612,753)
REARAZHE  Operating profit before

RENEE impairment losses on loans

and advances 311,684 278,131 71,081 101,986 47,546 - 810,328

B REHL Impairment losses on loans

AR and advances (25,210) (50,078) - (45) 18 - (75,315)

HTREREZEE  Operating profit before gains on
Wi a2 BEER certan ivestments and

fixed assets 286,374 228,003 71,081 101,941 47,564 - 735,013

HELBEFEE Nt (oss)/ga on disposal

2 (BB /E o fied assels (12 - - 8 B) - 0)
HERBLA Net gain on disposal of

LEvarL] interests in subsiciaries - - - - 189,443 - 180443
HETMEHEESZ  Net oss)igain on disposal of

FER) /lE avallableforsele securities (6) - 62,40 - 2133 - 64,536
FE el Share of results of ointly

i Vas | controlle enties - - - - 2675 - 2675
JElRBALNT 228 Share of results of associates - - - - (9,465) - (0,465
itk EERL Reversal of Impairment losses

ER B on available-for-sale securiies - - 25,801 - - - 25,801
AR Profit before income tax 286,356 228,053 159,381 101949 230,345 - 1,008,084
“REAE As at 31 December 2006

+oA=1-H
BEAT Total assets 24,962,007 21,542,139 47,003,768 6,294,879 3,370,945 (115,741) 100,047,997
AfEa Total iabities 50418508 14752518 15672008 4314914 11596250 (115,741) 96,638,452

HEZZEAE For the six months ended

RAZTREAER 30 June 2006
Ik Depreciation 26,780 9,209 2,090 3035 3310 - 44,514
ST Capital expenditure incurred 9,709 822 32 308 2,045 - 13,007
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For the six months ended
30 June 2007

Operating income

Profit before income tax

Profit for the period

Depreciation

Capital expenditure incurred

As at 30 June 2007

Total assets

Total liabilities

Contingent liabilities
and commitments

For the six months ended
30 June 2006

Operating income

Profit before income tax

Profit for the period

Depreciation

Capital expenditure incurred

As at 31 December 2006

Total assets

Total liabilities

Contingent liabilities and
commitments
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By business segments (Continued)

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

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

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

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

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

By geographical segments

7]

Ly anl ik
Hong Kong WM Inter-segment it
and others Macau elimination Total
1,468,706 177,050 - 1,645,756
862,228 83,693 - 945,921
749,460 72,583 - 822,043
34,528 9,126 - 43,654
27,994 4,667 - 32,661
110,414,949 12,584,444 (1,091,459) 121,907,934
99,743,733 10,549,705 (1,091,459) 109,201,979
45,174,613 1,947,833 - 47,122,446

[

i kI I 4
Hong Kong #M  Inter-segment &t
and others Macau elimination Total
1,266,556 156,525 - 1,423,081
944,655 63,429 - 1,008,084
813,332 55,824 - 869,156
34,418 10,096 - 44514
10,209 2,998 - 13,207
99,497,800 11,436,218 (1,886,021) 109,047,997
89,064,397 9,460,076 (1,886,021) 96,638,452
43,148,836 1,974,306 (163,408) 44,959,734
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32.

33.

Related-party transactions

During the first half of 2007, the Group entered into various continuing
connected transactions with related parties including fellow
subsidiaries of the Group, companies directly or indirectly controlled
or significantly influenced by shareholders or directors of the
Company.

There were no material change in the terms of these continuing
connected transactions since the review by the Company’s
independent non-executive directors of related-party transactions of
the Group for the year ended 31 December 2006 and related
disclosures set out in the Group’s 2006 annual financial statements.

For the six months’ period ended 30 June 2007, all continuing
connected transactions were conducted in the ordinary and usual
course of business of the Group, on normal commercial terms, and
in accordance with the relevant agreements on terms that are fair
and reasonable and in the interests of the shareholders of the
Company as a whole.

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

The Group provides credit facilities to, and takes deposits from the
Group’s key management personnel, their spouses and companies
which the key management personnel have significant influence.
During the first half of 2007, there were no significant change in the
balances of these credit facilities and deposits as compared to 31
December 2006.

Key management personnel of the Company are executive directors
and there were no significant changes to their remuneration terms
since 31 December 2006 in the six months ended 30 June 2007.

Risk management
A. Banking Group

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

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

Market risk arises mainly in Treasury and is associated
principally with the Group’s on-balance sheet positions in the
trading book, and off-balance sheet trading positions including
positions taken to hedge elements of the trading book.
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33.

Risk management (Continued)

A.

34

Banking Group (Continued)

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

Liquidity risk arises across the Group’s balance sheet.

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

The risk management structure of the Group

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

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

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

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

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

Group risk function

The independent Group Risk function is responsible for
ensuring that policies and mandates are established for the
Group as a whole. Group Risk monitors and reports the Group
risk positions to the Board via the Risk Management Committee
and the Executive Committee, sets standards for financial risks
and data integrity and ensures that the financial risks are fully
considered in the product planning and pricing process. Group
Risk reviews and approves all credit and risk exposure policies
for the Group including the approval of exposures to new
markets, economic sectors, organisations, credit products and
financial instruments which expose the Group to different types
of risks. In determining risk policies, Group Risk takes into
account the guidelines established by the Hong Kong Monetary
Authority, business direction, and risk adjusted performance
of each business. Group Risk is also represented on the lending
or risk committees of the Group’s operating divisions and
businesses.
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33.

Risk management (Continued)

A.

(b)

(c)
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Banking Group (Continued)
Group risk function (Continued)

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

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

Business division credit committees

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

Strategy in using financial instruments

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

The Group also seeks to raise its interest margins through
lending to commercial and retail borrowers with a range of
credit standing by charging customers appropriate lending
rates and fees, taking into consideration credit risk and market
conditions. Such exposures involve not just on-balance sheet
loans and advances, as the Group also enters into guarantees
and other commitments such as letters of credit and
performance, and other bonds.
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33.

Risk management (Continued)

A.

(d)

(e)
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Banking Group (Continued)
Strategy in using financial instruments (Continueqd)

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

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

Credit risk

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

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

A.

(e)

37

Banking Group (Continued)
Credit risk (Continued)

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

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

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

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

Irrespective of whether collateral is taken, all credit decisions
are based upon the customer’s or counterparty’s cashflow
position and ability to repay.
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33.

Risk management (Continued)

A.

(e)

38

Banking Group (Continued)

Credit risk (Continued)

©)()

(e)i)

(e)fii)

Derivatives

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

Master netting arrangements

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

Credit-related commitments

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

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

An analysis on the breakdown of the Group’s principal
credit risk, as reflected in the Group’s loan portfolio by
industry sector, is set out in Note 16.

Market risk

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

Market risk exposure for different types of transactions is
managed within risk limits and guidelines approved by the
Board, Executive Committee (“EXCO”) and Treasury Risk
Committee (“TRC”). Risk limits are set by products and by
different risk types. Limits comprise a combination of notional,
stop loss, sensitivity and value-at-risk (“VaR”) controls. All
trading positions are subject to daily mark-to-market valuation.
Risk Management and Control Department (“RMCD”) in Group
Risk Division, as an independent risk management and control
unit, identifies, measures, monitors and controls the risk
exposures against approved limits and initiates specific action
to ensure the overall and the individual market risks are
managed within an acceptable level. Any exceptions have to
be reviewed and sanctioned by the appropriate level of
management of TRC or by EXCO.

The Group’s Internal Audit function performs regular
independent review and testing to ensure compliance with the
market risk policies and procedures by Treasury, RMCD and
other relevant units.

Banco Comercial de Macau, S.A. (“BCM”), a subsidiary of the
Company, runs its treasury functions locally under its own set
of limits and policies and within the overall market risk limits
set by Dah Sing Bank, Limited (“DSB”). RMCD of DSB oversees
and controls the market risk arising from BCM’s treasury
operation.
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Interest rate risk trading exposures
Foreign exchange trading exposures 594 924
Credit trading exposures

Market risk trading exposures

Average VaR for the period/year
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Banking Group (Continued)
Market risk (Continued)

The Group uses value-at-risk (“VaR”) statistical technique to
estimate the potential losses that could arise on risk positions
taken, due to movements in foreign exchange, interest rates
and equity prices over a specified time horizon and to a given
level of confidence. The model used by the Group to calculate
portfolio and individual VaR on a variance/co-variance basis
uses historical movements in market rates and prices, a 99%
confidence level and a 1-day holding period.

The VaR for the various types of exposures in the trading book
were as follows:

ZRRLE ZETRE
AHZTH FZA=+—H
As at As at

30 Jun 2007 31 Dec 2006
2,022 2,779

155 413
2,771 4,116
3,549 3,172

The average daily revenue earned from the Group’s market
risk related treasury activities in the six months ended 30 June
2007 was HK$46,000 (2006: HK$378,000) and the standard
deviation for such daily revenue was HK$4,636,000 (2006:
HK$3,363,000). The following are the average daily revenue
and the standard deviation for daily revenue analysed by
principal dealing activities for the six months ended 30 June:

AR e Rig%
Average daily revenue Standard deviation
“ERRLE CERETRE ZERRLE CELARE
2007 2006 2007 2006
367 332 4,168 3,273
(24) 10 385 446
(298) 36 1,274 619
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A.  Banking Group (Continued)

()  Market risk (Continued)

The following histograms show the frequency of daily revenues
related to market-risk activities:

REZZLEAA=ZTHIEAMA
Six months ended 30 June 2007

16 15
14
12
12 11 11 11
— 10 10
10 L
8 3
6 L
4
3
4 3 3 ; 3 3
1 2 1 2 2 L L,
1 L
2 1
0 1 [
-16-15-14-13-12-11-109 -8 -7 6 -5 4 -3 -2 -1 0 1 2 3 4 5 6 7 8 9 10 11 12 13
WA (H# %)
Revenue (HK$ million)
BE-FZZANFEAA=ZTHIEAMA
Six months ended 30 June 2006
25
22 23
20
17
15 13
9*
LT
10 — 8
7 L]
6 4
5 4
ﬁj " -
0
-16-15-14-13-12-11-10 9 8 7 6 5 4 3 2 -1 0 1 2 3 4 5 6 7 8 9 10 11 12 13

BEFZLEANAZTHIEAMEA
> B R H IR A 11,831,000 7T
(TFEZNAE 9,732,00087T) > &k
¥H BT8R 5 14,101,0009 70 (ZEE N
4E 1 8,882,000 ) -

A (H # T
Revenue (HK$ millio
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During the six months ended 30 June 2007, the highest daily
gain was HK$11,831,000 (2006: HK$9,732,000) and the
maximum daily loss was HK$14,101,000 (2006:
HK$8,882,000).
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Banking Group (Continued)
Currency risk

The Group has limited net foreign exchange exposure (except
for USD) as foreign exchange positions and foreign currency
balances arising from customer transactions are normally
matched against other customer transactions or transactions
with the market. The net exposure positions, both by individual
currency and in aggregate, are managed by the Treasury of
the Group on a daily basis within established foreign exchange
limits.

Long-term foreign currency funding, to the extent that this is
used to fund Hong Kong dollar assets, is normally matched
using foreign exchange forward contracts to reduce exposure
to foreign exchange risk.

Interest rate risk

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

Liquidity risk

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

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

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

Details of the Group’s assets and liabilities analysed into
relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date are shown
in Note 29.



=) HBER ()

() HMEAR ()

)

@

(k)

0 0 AL B ()

I B PR R A A A 2 £
RS R M TE 0 " o hR
HEAT B ZE TS 38 5 AW N HESE IR
BB - BHATHE - 5E2AMER
B 1 DU AN AR o AR L 9 55 8 B T
AESR W BLFIRE ) > (g s s 42

B o

B SR A E ) H R LA L A
BRIz AR > R
S EE) E G B AR E)
P 7R 4% J B ) R R

TR 4 ) — SRR TR A = AR A
kg N E S EAHER AR
HREET IR FENREE2FHK
BORAEHEN S - MR Z(ERR
PR B AIE A BEB R ES > W
WP AR L5 B 2 5 BEARIE I SR A 45
AHBEHAVLERBENBEFH
% o

BER BB

AR IR A 36 2 A P A
R IR > Sz e B RS
AREST S8 Y] E e =
SRR o AR S I D O B
S LTS 16

A T 2 o ST B R 2
fE > BB AT A SR M
BREHEIEHE - H 85N EE KR
VA S B R P A B 2 R L
HURE o %) RE R T o 1 e 1 o
AL > LLR AR B FTHAT RO ST A
Ja B R LR B R A S AR

BB HL B

e B A R S A SR I 2 T SR
il ~ B E R B R B A
AIREAS AR Z B o TE L BT R R A
REEE > WK F LK
BWEE - HIEHEF AR RWISIH
A ECE BORE KRR B R A B D
A o

AL EBBAERF LT — R I
R - DL AR R
BAAEEEEE AR T R R
R B E R KOP o U RAER AT
MECK R RUGEE 2 B TH
REE  ZEBRMEF ZHHFIR
i AR R BRE 2 m R o AR
P A A 6 0 s AR M ) T BOSR
(ENEaRIS R £ A g P
o

33.

Risk management (Continued)

A.

(U

0

(k)

43

Banking Group (Continued)
Liquidity risk (Continued)

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

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

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

Operational risk

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

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

Reputation risk

Reputation risk is the risk arising from the potential that
negative publicity regarding the Group’s business practices,
operational errors or operating performance, whether true or
not, could cause customer concerns or negative view, decline
in the customer base or market share, or lead to costly litigation
or revenue reductions.

The Group manages reputation risk through upholding a high
standard of corporate governance and management oversight,
maintenance of effective policies and procedures with
emphasis on internal control, risk management and
compliance; proper staff training and supervision; proper
handling of customer complaints or dissatisfaction; and
adherence to sound business practices. Standards are set
and policies and procedures are established by the Group in
all areas, which operate to reduce vulnerability to reputation
risk.
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Banking Group (Continued)
Strategic risk

Strategic risk generally refers to the corporate risk that may
bring significant immediate or future negative impact on the
financial and market positions of the Group because of poor
strategic decisions, unacceptable financial performance,
improper implementation of strategies and lack of effective
response to the market changes.

The Board of Directors, assisted by senior management, is
directly responsible for the management of strategic risk.
Directors formulate the strategic goals and key direction of
the Group, ensure business strategies are developed to
achieve these goals, oversee the strategic development and
implementation to secure compatibility with the Group’s
strategic goals, review business performance, deploy proper
resources to achieve the Group’s objectives, and authorise
management to take appropriate actions to mitigate risks.

Implementation of the Basel Il Capital Accord

The revised capital adequacy framework known as Basel ||
has come into force for all locally incorporated authorized
institutions in Hong Kong from January 2007. To implement
Basel II, the Hong Kong Monetary Authority published the final
Banking (Capital) Rules and Banking (Disclosure) Rules at the
end of 2006.

Basel Il is structured around three “pillars”. Pillar 1 sets out
the minimum capital requirements for a bank’s operational risk,
in addition to revising the “Basel I” treatment of credit risk and
market risk. Pillar 2 requires that banks should have in place
sound internal processes to assess the adequacy of their
capital, based on a thorough assessment of their risks including
those risks not covered under Pillar 1, and that supervisors
should carry out supervisory review of this process. Pillar 3
complements Pillar 1 and Pillar 2 through enhanced market
transparency and market discipline by requiring banks to make
public disclosure of information on their risk profiles, capital
adequacy and risk management.

Starting January 2007, Dah Sing Bank and MEVAS Bank adopt
the standardised approach for credit risk and market risk, and
the basic indicator approach for operational risk. These are
the default approaches as specified in the Banking (Capital)
Rules. Accordingly, the Group has overhauled its systems and
controls in order to meet the standards required for these
approaches. As a step forward, the Group is preparing for the
use of the more advanced approach i.e. foundation internal
ratings-based (“FIRB”) approach for the calculation of credit
risk. This will enable the Group to enhance significantly its risk
management capabilities in identifying, assessing, monitoring,
controlling and mitigating risks. The Group also targets to
advance to the standardised approach in calculating its
operational risk.
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Banking Group (Continued)
Implementation of the Basel Il Capital Accord (Continued)

A dedicated Basel Il team has been set up with the
responsibility to provide an overall direction to and co-ordinate
with relevant business divisions and support units in revamping
the infrastructure and operations for meeting the compliance
imperative. The team will continue to expand and upgrade its
capabilities in the coming years to meet the requirements of
Pillar 2 and Pillar 3, and to build the foundation for migration
to the FIRB approach.

Fair value of financial assets and liabilities

The fair value of financial instruments traded in active markets
(such as publicly traded derivatives, trading and available-for-
sale securities) is based on quoted market prices at the balance
sheet date. The quoted market price used for financial assets
held by the Group is the current bid price; the appropriate
quoted market price for financial liabilities is the current ask
price.

The fair value of financial instruments that are not traded in an
active market (for example, over-the counter derivatives) is
determined by using valuation techniques. The Group uses a
variety of methods and makes assumptions that are based on
market conditions existing at each balance sheet date. Quoted
market prices or dealer quotes for similar instruments are used
for long-term debt. Other techniques, such as estimated
discounted cash flows, are used to determine fair value for
the remaining financial instruments. The fair value of interest-
rate swaps is calculated as the present value of the estimated
future cash flows. The fair value of forward foreign exchange
contracts is determined using forward exchange market rates
at the balance sheet date.

The fair value of financial assets and financial liabilities for
disclosure purposes is estimated by discounting the future
contractual cash flows at the current market interest rate that
is available to the Group for similar financial instruments.

Fiduciary activities

The Group provides custody, trustee, wealth management and
advisory services to third parties, which involve the Group
making allocation and purchase and sale decisions in relation
to a variety of financial instruments. Those assets that are held
in a fiduciary capacity are not included in the Group’s financial
statements. These services could give rise to the risk that the
Group will be accused of mal-administration.

Insurance Group

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

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

Insurance risk

The Group’s insurance operation is in the business of
underwriting insurance risk and retains various maximum
amounts per risk or event dependent on the type of risk with
the excess being reinsured through various reinsurance and
related agreements which are regularly reviewed. Catastrophe
cover arrangements are also in place whereby a number of
claims relating to a specific incident in aggregate would
represent a material risk to the Group are reinsured.

Underwriting and claims practices and procedures are
documented and reviewed. External independent actuaries are
engaged to evaluate the adequacy of the insurance reserves.

Product risk

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

Investment risk

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

Business risks

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

The role of Internal Audit

The Group’s Internal Audit Division is an independent, objective
assurance and consulting unit, which is designed to focus on
enhancing and sustaining sound internal control in all business
and operational units of the Group. The Division reports
functionally to the Group Audit Committee, which is chaired
by an Independent Non-Executive Director. The Division
conducts a wide variety of internal control activities such as
compliance audits and operations and systems reviews to
ensure the integrity, efficiency and effectiveness of the systems
of control of the Group.
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FHEWA B EIA Net interest income/operating income 66.0% 72.0%

BLAE A L Cost to income ratio 42.9% 43.1%
PR (RIE A 3GE) 3 Loan to deposit (including certificates

of deposit) ratio 70.5% 66.8%

MR A R (A —)

Return on average total assets (Note 1) 1.1% 1.0%

SRR E 2 R (M —) Return on average shareholders’ funds (Note 1) 12.2% 10.8%
IREEE B LR (st - —) Dividend payout ratio (Note 1) 28.2% 34.8%
FEE Net interest margin 2.27% 2.46%
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1. The normalised attributable profit of HK$538.9 million, excluding profit
realised mainly on the placing of 3.6% interest in DSBG totalling
HK$189.4 million, is used in calculating the profitability and dividend
payout ratios for the six months ended 30 June 2006.

INTERIM DIVIDEND

The Directors have declared an interim dividend of HK$0.75 per
share for 2007 payable on or after Wednesday, 3 October 2007 to
shareholders whose names are on the Register of Shareholders at
the close of business on Friday, 28 September 2007.

CLOSING OF REGISTER OF SHAREHOLDERS

The Register of Shareholders will be closed from Monday, 24
September 2007 to Friday, 28 September 2007, both days inclusive.
In order to qualify for the interim dividend, all transfers accompanied
by the relevant share certificates must be lodged with the Company’s
Registrars, Computershare Hong Kong Investor Services Limited,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong
for registration not later than 4:30 p.m. on Friday, 21 September
2007,
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CORPORATE AND BUSINESS OVERVIEW
HIGHLIGHTS

Against a backdrop of a generally positive operating environment,
growing economies in Hong Kong and Macau, extremely robust
economic growth in the Mainland, and driven by a higher operating
income (net of insurance claims) rising from HK$1.42 billion in the
same period last year to HK$1.65 billion in the period, our profit
attributable to shareholders increased by 23% from HK$539 million
in the first half of 2006 (excluding the exceptional gain on disposal
of shares in Dah Sing Banking Group (‘DSBG")) to HK$664 million
in the first six months of 2007. Earnings per share increased by
24% to HK$2.66 if the exceptional gain on the disposal of DSBG
shares in 2006 was excluded in calculating the normalised earnings
per share for the first half of 2006. The Board of Directors has
declared an interim dividend of HK$0.75 per share.

Our key businesses all performed well during the period, with the
contribution from our banking business increasing by 9% to HK$616
million, and our insurance business reporting extremely strong growth
in earnings of 57% to HK$151 million for the period.

Loan growth was particularly strong, with an increase of 22% year
on year, and 13% since 31 December 2006, driven mainly by our
commercial lending business. Deposit growth was also significant,
with an increase of 16% year on year, and 5% since the end of
2006.

Non-interest income grew strongly by 41% to HK$560 million,
boosted by a particularly strong performance from our insurance
business as well as good performance from our banking business,
particularly related to wealth management businesses.

Operating expenses increased by around 15% year on year, reflecting
the costs of the expansion of our businesses, in the Hong Kong,
Macau and Mainland markets.

During the period under review, we completed our acquisition of
17% of Chongging Commercial Bank, and contracted to acquire a
further 3%, subject to regulatory approval, to take our total
investment to 20%. Dah Sing Bank also issued US$200 million
perpetual subordinated debt callable in 2017 qualifying as Upper
Tier 2 capital to strengthen its capital base and to prepare for the
further expansion of our banking business, which assisted our
banking group to achieve a capital adequacy ratio of 17.1% at the
mid-year.
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BUSINESS AND FINANCIAL REVIEW

The key drivers of the strong loan growth in our banking business
were property lending, syndicated loans, equipment and vehicle
financing and financing for securities trading. Growth was driven
primarily by our commercial lending business, although it was
encouraging to note that the speed of growth in our retail lending
business has accelerated over the same period last year. Net interest
margin weakened slightly to 2.27% in the first half of 2007, compared
with 2.46% in the first half of 2006, due mainly to a tighter Prime/
HIBOR margin and increased funding cost. Our strong loan growth
was more than sufficient to offset the slightly weaker margin, allowing
us to report an increase in net interest income of 6% for the period
to HK$1,086 million.

Our Macau banking business performed particularly well, with a 25%
year on year increase in profit, driven by healthy loan growth, as
well as a steady net interest margin.

Net fee and commission income increased by 18.9% relative to the
first half of 2006, largely contributed by stronger wealth management
income. Boosted by the buoyant investment environment and higher
securities turnover, our wealth management business recorded
higher brokerage fees and commission income generated from
investment services and stronger unit trust sales.

Net trading income increased significantly when compared with the
net trading loss in the first six months last year, boosted largely by a
much higher trading income generated by our insurance business,
mainly contributed by much higher gains on the equity investments
of our life business. The stronger global equity market performance
and relatively stable bond market in the first six months period led
to a higher valuation of our insurance group’s investment portfolio,
with fair value changes recognised in our income statement.

Our insurance business performed very well during the period. Net
insurance premium income and other income grew by 152% during
the period, reflecting increased sales from our expanded agency
force, as well as good results from our bancassurance platform,
including sales of single premium product. The increase in the value
of in-force long-term life assurance business (or embedded valug)
in the period also benefited from the stronger new sales and
amounted to HK$35 million, compared to the net decrease of HK$32
million in the first half of 2006 when the changes in valuation interest
rate adversely affected the embedded value contribution. A much
improved investment performance, reflected in the positive mark to
market appreciation of the insurance investment portfolio through
the profit and loss account, as well as an improved embedded value
contribution from our insurance business all contributed to the 54%
increase in insurance earnings for the period.

Net insurance claims and movement in liabilities to policyholders
also rose significantly in the period, reflecting higher claim expenses,
commission and acquisition costs, and higher transfer to actuarial
reserves arising from the much higher life policy sales.
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BUSINESS AND FINANCIAL REVIEW (Continued)

The growth in operating expenses during the period was due mainly
to increased staff costs, both through higher salaries and increased
headcount, as well as increased rental, and general expenses such
as advertising and marketing.

We were able to take advantage of favourable market conditions in
the first half of the year to realise a net gain on disposal of available-
for-sale securities of HK$98 million, an increase of 52% relative to
the same period last year. In 2006, we benefited from a write-back
of HK$26 million impairment allowance on an investment which has
not been repeated in 2007.

Credit quality remained solid, although impairment charges increased
by 17% to HK$88 million, mainly relating to higher collective
impairment charges from our retail banking business, particularly
our credit card and personal loan businesses, reflecting higher
business volumes. Credit quality in our commercial lending business
remained robust in the first half. Overall credit quality remained
acceptable, as demonstrated by the continuing low impaired loan
ratio of 0.4%, and a total overdue and rescheduled loan ratio of
0.6% as of 30 June 2007.

As at 30 June 2007, the Group’s total gross loans and advances
amounted to HK$56.2 billion, up 12.7% relative to the end of last
year. Strong growth was recorded in the Commercial Banking sector,
led by syndicated loans, commercial loans and property lending.
The overall Personal Banking loan portfolio achieved a modest
growth amidst keen competition, and was mainly driven by mortgage
loans and securities related financing.

Customers’ deposits including structured deposits totalled HK$69.7
billion, an increase of 4.0% relative to the end of 2006. Issued
certificates of deposit rose to HK$10.1 billion, 14.8% higher than
2006 year end. The loan to deposit ratio increased from 66.8% as
at 30 June 2006 to 70.5% as at 30 June 2007.

PROSPECTS

We continue to believe that the economic prospects in Mainland
China will present an important opportunity for growth in the coming
years. In addition to our investment in Chongging Commercial Bank,
we have also submitted an application for the opening of a Mainland
locally incorporated subsidiary bank, based in Shenzhen, to further
develop our presence in that market.

We expect that the Hong Kong and Macau domestic economies
will continue to develop positively in the second half of the year,
providing opportunities for the growth of both our banking and
insurance businesses. However, competition in these markets is
expected to remain intense, and this coupled with the possible
impact on the economy of the recent volatile conditions in global
financial markets, and particularly in global credit markets where a
rapid correction has been taking place, is likely to mean that the
second half of the year will be challenging.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS

At 30 June 2007, the interests of the Directors in the shares,
underlying shares of equity derivatives and debentures of the
Company and its associated corporations (as defined under section
308 of the Securities and Futures Ordinance (“SFQ”)) recorded in
the register of directors’ and chief executive’s interests and short
positions required to be maintained under section 352 of the SFO
and disclosed in accordance with the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) were as follows:

R B o B

Number of ordinary shares

EERT ]
B HeEIRA
AR MR LB Total Interests ZHAH

Personal Corporate Other in Number of % of the Issued
Interests Interestst" Interests  Ordinary Shares  Share Capital
- 4,476,219 93,782,049 98,258,268 39.29
661,462 8,524,272 - 9,185,734 3.67
821,370 - - 821,370 0.38
50,000 - - 50,000 0.02
60,131 - - 60,131 0.02
- 697,969,170% - 697,969,170 74.94
130,135 1,677,054 - 1,807,189 0.19
162,970 - - 162,970 0.02
20,000 - - 20,000 0.00
Notes:

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

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

(8)  Such shares in DSBG represent the corporate interest of David Shou-
Yeh Wong under Part XV of the SFO by virtue of his beneficial interest
in the shares of the Company which held a controlling interest in the
share capital of Dah Sing Banking Group Limited (“DSBG”) currently
in issue.

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

Director
Hon-Hing Wong
(Derek Wong)

Gary Pak-Ling Wang

Roderick Stuart
Anderson

Nicholas John Mayhew

Aggregate of employees”
Seventh tranche
Eighth tranche

Share Option Scheme
of DSBG

Aggregate of employees”
First tranche

Second tranche

Third tranche

Fourth tranche

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
(Continued)

Pursuant to the Share Option Schemes (the Schemes”) of the
Company and its associated corporation, certain Directors of the
Company and major operating subsidiaries were granted options
under the Schemes. Details of the share options outstanding as at
30 June 2007 which have been granted under the Schemes are as
follows:

Details of the share options outstanding as at 30 June 2007 under
the Schemes are set out below:

ARERBUHA
Number of share options
Wika/
W R-FFRLE

RoB%CE WBET O WARE Lased ARZHN fifeH
~f~0##H  Granted Exercised  cancelled BH o filR Exercise period

Heldat  during during duing  Heldat  Exercise  HFH H 3

1//2007 the period  the period  the period  30/06/2007 price  Grant date From To

1,000,000 -

400,000 -

250,000 -

250,000 -

250,000 -
500,000 -

250,000 -
550,000 -
250,000 -
100,000 -

W (HUAE (BIRM (IR
HKS oMy DY) DI

- - 1,000,000 5171 25/8/2006  25/8/2006  26/8/2011
- - 400,000 5171 25/8/2005  26/8/2006  25/8/2011

- - 250,000 5171 25/8/2000  25/8/2006  26/8/2011
- - 250,000 5.7 25/8/2005  25/8/2006  25/8/2011

- - 250,000 5171 25/8/2006  25/8/2006  26/8/2011
- - 500,000 67.80  7/92006  7/92007  7/9/2012

- - 250,000 16.70  26/11/2004  26/11/2006  25/11/2010
- - 550,000 1440 2582000  25/8/2006  25/8/20
- - 250,000 1432 30112/2005  30/12/2006  30/12/20
- - 100,000 1730 25/92006  25/9/2007  25/9/2012
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
(Continued)

Notes:

(1)

All the above share options granted to the grantees under the Scheme
can be vested evenly over specific number of years varied by tranches
of grant on yearly basis after one year from the dates of grant up to
the expiry of exercise period of respective tranches of grant.

During the six months period ended 30 June 2007, none of the
grantees under the Schemes were granted share options exceeding
respective individual limits as prescribed under the Listing Rules.

Set out under this item are particulars (and movements) during the
six months ended 30 June 2007 of the Company’s outstanding share
options granted to certain eligible employees, who are directors,
senior executives or officers of the Company’s major operating
subsidiaries and are working under employment contracts that are
regarded as “continuous contracts” for the purposes of the
Employment Ordinance of Hong Kong.

Except as disclosed above, no options to subscribe for equity or
debt securities of the Company has been granted to, nor has any
such rights been exercised by, any person during the six months
ended 30 June 2007.

All the interests stated above represent long position. As at 30 June
2007, none of Directors of the Company held any short positions as
defined under the SFO which are required to be recorded in the
register of Directors and Chief Executives’ Interests and short
positions.

Apart from the above, at no time during the six months ended 30
June 2007 did the Company or its subsidiaries a party to any
arrangement to enable the Directors of the Company nor their
spouses or children under 18 years of age to acquire benefits by
means of the acquisition of shares in, or debentures of, the Company
or any other body corporate.
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SHAREHOLDERS’ INTERESTS

At 30 June 2007, the register of shareholders’ interests in shares
and short positions maintained under section 336 of the SFO showed
that the Company had been notified of the following interests, which
are in addition to those disclosed above in respect of Directors,
being 5% or more held in the share and underlying shares of the

MR RER PR AFEE - Company.
At
e B 4 T BT B A
Total interests ZHRK
4h in Number of % of the Issued
R Shareholder Capacity Ordinary Shares Share Capital
TRES Christine Yen Wong PR FC (5 0 00 T
[IEA (38 &
Deemed interest by virtue of her spouse
having a notifiable interest 98,258,268 39.29*
YR e A RA R HSBC International Trustee Limited {56 A K ik I £
Trustee and corporate interest 93,874,0492 37.53"
DSI Limited DSI Limited RRAREEER
Trustee and corporate interest 46,046,356 18.41*
DSI Group Limited DSI Group Limited AR TR
Trustee and corporate interest 35,061,7509 14.02*
Mitsubishi UFJ Financial Mitsubishi UFJ Financal A
Group, Inc. Group, Inc. Corporate Interest 30,321,066 12.12
The Bank of Tokyo-Mitsubishi ~ The Bank of Tokyo-Mitsubishi &L i
UFJ, Ltd. UFJ, Ltd. Beneficial interest 30,321,066 12.12
Aberdeen Asset Management  Aberdeen Asset Management fHEH
Asia Limited Asia Limited Investment Manager 18,048,800 7.26
Aberdeen Asset Management ~ Aberdeen Asset Management RERH
Ple R BB A Plc and its associates Investment Manager 17,468,600 6.99
TPMorgan Chase & Co. JPMorgan Chase & Co. REmm 14,382,248 5.75
Investment Manager 10,125,448 4,057
Matthews International Matthews International fHEHH
Capital Management, LLC Capital Management, LLC Investment Manager 13,244,800 5.30
DSI Holding Limited DS Holding Limited fEREA R EESR
Trustee and corporate interest 12,673,943 5.07*

(p) — LA A9 IR

# DA bl B PR 5 56 PR 7~ DSI Limited »
DSI Group Limited & DSI Holding Limited4 H
ol BETERENBERZ
98,258,268 A& A F e dn 2 ¥ - %% 7
JeHE 2 M £ O [ 3 AT B R 5 ) JH N
BE TR - ERAZ L LS IES
EFEEAEAEARNFM B 2 WL A
B AR 2R AR MEER Er Rk
Jir 48 78 7 AR A R BT R 298,258 268 % i £

Z R B A o

(p) - Lending pool

*

Each of the interests of HSBC International Trustee Limited, DSI
Limited, DSI Group Limited and DSI Holding Limited forms part of
the 98,258,268 shares in the Company in which Mr. David Shou-Yeh
Wong has an interest as disclosed under the heading “Directors and
Chief Executive’s Interests”. The interest of Christine Yen Wong
represents the whole of such shares. Therefore, these shareholdings
should not be aggregated, and rather form part or whole of the same
interest of 98,258,268 shares in the Company disclosed by Mr. David

Shou-Yeh Wong.
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SHAREHOLDERS’ INTERESTS (Continued)

Notes:

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

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

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

All the interests stated above represent long positions. As at 30
June 2007, no short positions were recorded in the register of
shareholders’ interests in shares and short positions.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

The Company has complied with all the code provisions set out in
the Code on Corporate Governance Practices contained in Appendix
14 of the Listing Rules throughout the six months ended 30 June
2007.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

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

UNAUDITED FINANCIAL STATEMENTS

The financial information in this Interim Report is unaudited and does
not constitute statutory financial statements.
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AUDIT COMMITTEE

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed
internal controls and financial reporting matters including a review
of the unaudited financial statements for the period ended 30 June
2007.

REMUNERATION AND STAFF DEVELOPMENT

There have been no material changes to the information disclosed
in the Company’s 2006 Annual Report in respect of the remuneration
of employees, remuneration policies and training schemes.

DEALINGS IN THE COMPANY’S SHARES

There was no purchase, sale or redemption by the Company, or
any of its subsidiaries, of the Company’s listed shares during the
period from 1 January 2007 to 30 June 2007.

INTERIM REPORT

Further copies of this 2007 Interim Report of the Company containing
all the information required by Appendix 16 of the Listing Rules could
be obtained from the Corporate Secretarial Department, Dah Sing
Bank, Limited of 36/F., Dah Sing Financial Centre, 108 Gloucester
Road, Hong Kong, or downloaded from Dah Sing Bank’s website
http://www.dahsing.com.

BOARD OF DIRECTORS

As at the date of this Interim Report, the Board of Directors comprises
David Shou-Yeh Wong (Chairman), Hon-Hing Wong (Derek Wong)
(Managing Director and Chief Executive), Roderick S. Anderson, Gary
Pak-Ling Wang and Nicholas J. Mayhew as Executive Directors,
Peter G. Birch, Robert Tsai-To Sze, Tai-Lun Sun (Dennis Sun) and
Kwok-Hung Yue (Justin Yue) as Independent Non-Executive
Directors, and Chung-Kai Chow, Kunio Suzuki (with Kenichi Yonetani
as alternate), Tatsuo Tanaka (with Keisuke Tahara as alternate), Eiichi
Yoshikawa, John Wai-Wai Chow and Yiu-Ming Ng as Non-Executive
Directors.

By Order of the Board
H L Soo
Company Secretary

Hong Kong, 29 August 2007
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