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The Directors of Dah Sing Banking Group 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 2010. The unaudited profit attributable to shareholders after
non-controlling interests for the six months ended 30 June 2010
was HK$507.2 million.

UNAUDITED INTERIM CONDENSED FINANCIAL
STATEMENTS

The unaudited 2010 interim condensed consolidated financial
statements of the Group have been prepared in accordance with
Hong Kong Accounting Standard No. 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”).
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UNAUDITED CONDENSED CONSOLIDATED INCOME

STATEMENT

For the six months ended 30 June
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HK$'000

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Net trading loss
Other operating income

Operating income
Operating expenses

Operating profit before impairment losses
Loan impairment losses and
other credit provisions

Operating profit/(loss) before gains or losses
on certain investments and fixed assets

Net gain on disposal of premises, investment
properties and other fixed assets

Net gain on disposal of available-for-sale
securities

Net (loss)/gain on disposal and repurchase of
other financial instruments

Share of results of jointly controlled entities

Share of results of an associate

Profit before income tax
Income tax expense

Profit for the period
Loss attributable to non-controlling interests

AR ) IR 3 e A Profit attributable to shareholders of
the Company
A Interim dividend
BREN Earnings per share
YN Basic
i Diluted
1137731 Dividend per share
RS Interim dividend

Wik
Note

10

11
11

R4 “EENE
2010 2009
1,294,539 1,641,338
(298,406) (579,204)
996,133 1,062,114
263,327 217,589
(79,020) (56,066)
184,307 161,523
(10,706) (21,919
15,708 16,973
1,185,442 1,218,697
(644,331) (963,882)
541,111 254,815
(34,800) (272,490)
506,311 (17,675)
4,616 3,006
3,373 6,276
(53,449) 243,983
2,793 1,728
105,622 78,117
569,266 315,725
(62,129) (8,398)
507,137 306,827
66 20
507,203 306,847
77,823 -
HK$0.46 HK$0.32
HK$0.46 HK$0.32
HK$0.07 -

9
Variance
A
%

6.2

14.1

2.7
-33.2

112.4

-87.2

80.3

65.3

65.3
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UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE INCOME

For the six months ended 30 June

e o 23 “EENE
T HK$'000 2010 2009
A Profit for the period 507,137 306,827
MmEB2ERE (B#]) Other comprehensive income/(loss) for the period
BHRELE Investments in securities
TR S 2 A T e Fair value gains recognised in equity 136,107 260,330
AN Ogs) /B REB R Fair value (gain)/loss realised and transferred
BHE IR to income statement upon:
— T R - Disposal of available-for-sale securities (3,373) (6,276)
— B RO T SR - Disposal of investments in securities included in
EHARR AR R the loans and receivables category
IR B 2 B 5 B E which were previously reclassified
from the available-for-sale category 117,334 -
MBBUA Related income tax expense (41,484) (45,771)
208,584 208,283
e Premises
B A [ A AR AL Deferred income tax released on disposal of premises 3,261 -
HE MR T TR Exchange differences arising on translation of the financial
R statements of foreign entities 9,169 (3,726)
00 R 4 2 900D A 2 2% Other comprehensive income for the period, net of tax 221,014 204,557
TR BEIE 5 2 00 IR 2 v o 25 48 Total comprehensive income for the period, net of tax 728,151 511,384
TEAG 2 i B - Total comprehensive income attributable to:
treyilidie Non-controlling interests (8) 426
/NS Shareholders of the Company 728,159 510,958
TR BEIA 5 2 0 IR 2 v o 25 4 Total comprehensive income for the period, net of tax 728,151 511,384
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STATEMENT OF FINANCIAL POSITION

Wik

HK$'000 Note
ASSETS
Cash and balances with banks 12
Placements with banks maturing between

one and twelve months
Trading securities 13
Financial assets designated at fair value through

profit or loss 13
Derivative financial instruments 14
Advances and other accounts 15
Available-for-sale securities 18
Held-to-maturity securities 19
Investment in an associate
Investments in jointly controlled entities
Goodwill
Intangible assets
Premises and other fixed assets 21
Investment properties 22
Current income tax assets
Deferred income tax assets
Total assets
LIABILITIES
Deposits from banks
Derivative financial instruments 14
Trading liabilities
Deposits from customers 23
Certificates of deposit issued 24
Subordinated notes 25
Other accounts and accruals 26
Current income tax liabilities
Deferred income tax liabilities
Total liabilities
EQUITY
Non-controlling interests
Equity attributable to shareholders of the Company

Share capital

Reserves 27

Proposed dividend
Shareholders’ funds
Total equity

Total equity and liabilities

UNAUDITED CONDENSED CONSOLIDATED

“E-R4 “EENE
AEFE TZA=+—H
As at As at

30 Jun 2010 31 Dec 2009
7,904,398 10,453,366
2,937,111 4,282,749
5,931,631 5,595,316
8,795 11,232
663,200 588,778
74,332,716 66,983,952
13,290,765 12,086,178
8,506,312 8,598,408
1,405,659 1,299,257
61,441 60,791
811,690 811,690
104,187 110,432
1,816,328 1,950,180
744,869 657,235
23,859 61,916
19,444 77,268
118,562,405 113,628,748
1,603,036 1,435,136
1,566,907 1,213,734
4,514,918 2,068,300
89,891,393 89,572,204
2,687,264 2,060,010
4,730,206 4,602,235
2,015,597 1,861,540
26,044 17,485
7,754 6,969
107,043,119 102,837,613
17,487 17,495
1,111,759 1,111,759
10,312,217 9,661,881
77,823 -
11,501,799 10,773,640
11,519,286 10,791,135
118,562,405 113,628,748
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HK$'000
Balance at 1 January 2010

Total comprehensive income/(loss)
for the period

Issue of ordinary shares (net
of share issue expenses)

Premises revaluation reserve
realised on disposal of premises

Premises revaluation reserve
transferred to retained earnings

for depreciation of premises

Dividend paid to non-controlling
interests of a subsidiary

Balance at 30 June 2010

UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 June 2010

0 5 I R A
Attributable to the Shareholders of the Company

L

Bk
Bk RbEE CBREG RREN Non-  HEdiit
Share Share Other  Retained controlling Total
capital  premium  reserves  earnings interests equity
1,111,759 3,351,776 337,763 5,972,342 17,495 10,791,135
- - 220,95 507,203 (8) 728,151
- - (19,676) 19,676 - -
- - (8,160) 8,160 - -
1,111,759 3,351,776 530,883 6,507,381 17,487 11,519,286

Proposed interim dividend included in retained earnings

REAN=ZTHIEAMA
Six months ended 30 June

“R-%E CEEAE
2010 2009
77,823 -
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BE-Z-ZTHEAA=THIEAMA (4)

T#T HK$'000

“EENE—A—H&R  Balance at 1 January 2009

il Euflest Total comprehensive income
for the period
Ligiva 1Y Issue of ordinary shares (net
(CmBETRHER) of share issue expenses)
XS Premises revaluation reserve

fTERES realised on disposal of premises

WITETEMEBTEEN  Premises revaluation reserve
REERERA transferred to retained eamnings
for depreciation of premises

OO 24 ) 1 L i Dividend paid to non-controlling
TR R 3 M 5 interests of a subsidiary

“EENENAZTHER  Balance at 30 June 2009

UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY (Continued)
For the six months ended 30 June 2010 (Continued)

A 7 R A
Attributable to the Shareholders of the Company

Bl

e
WA ROEE  HbRE RERA Non-  Hiast
Share Share Other  Retained  controlling Total
capital  premium reserves  eamings interests equity
932,759 2,228,436 (309,892) 5,321,898 20,693 8,193,794
- - 204,111 306,847 426 511,384
54,000 248,370 - - - 302,370
- - (13,986) 13,986 - -
- - (6,074) 6,074 - -
- - - - (3,798) (3,798)
986,759 2,476,806  (125,841) 5,648,805 17,221 9,008,750




REERZENEAHRERBEEHEER UNAUDITED CONDENSED CONSOLIDATED
WEAH =T HIEAMHEA STATEMENT OF CASH FLOWS

For the six months ended 30 June

Witk e o 23 “EENE
T HK$'000 Note 2010 2009
BEWRHZBAHE Cash flows from operating activities
LEEE (R /HARLRE Net cash (used in)/from operating activities 30 (4,174,212) 8,039,594
REFH AL Cash flows from investing activities
HERE S REWERELEE Proceeds from disposal of premises, investment properties
B AR and other fixed assets 232,758 25,608
BEREWE L E E & Purchase of investment properties and other fixed assets (235,509) (27,022)
REEH RS R Net cash used in investing activities (2,751) (1,414)
R 2 BLA Cash flows from financing activities
BhfIE Certificates of deposit issued 1,291,300 320,317
B 7 3 Certificates of deposit redeemed (640,000) (2,179,134)
{22 15 B8 Repayment of subordinated notes (1,165,382) (403,000)
BirREHE Issue of subordinated debts 1,748,565 -
I e 12 1R Repurchase of subordinated notes (504,737) (371,056)
BhLamm s Issue of ordinary shares
(CBRETREER (net of share issue expenses) - 302,400
KBTI GE R Payment of share issue expenses - (30)
O 2 g EL 3 £ i Dividend paid to non-controlling interests
PR 3R R 58 of a subsidiary - (3,798)
MEFHTA/ () B4 Net cash from/(used in) financing activities 729,746 (2,334,301)
BeRFWBERH Net (decrease)/increase in cash and
(WD) /W mid 4 cash equivalents (3,447,217) 5,703,879
MRS RERREEE Cash and cash equivalents at beginning of the period 13,628,778 15,235,538
MABLE R FHBLARH Cash and cash equivalents at end of the period 10,181,561 20,939,417
HeRSRBAEALGHRZM : Analysis of the balance of cash and cash equivalents:
e LRI i Cash and balances with banks 3,286,640 2,166,524
R S Money at call and short notice 4,516,561 10,940,187
JEARMIR B =M A DR R % Treasury bills with an original maturity within three months 2,193,546 1,304,042
JRA SR A =R A LR ESRITHI A3 Placements with banks with an original maturity
within three months 184,814 6,528,664
10,181,561 20,939,417




Bk :

(=)

— B ¥R

RKARATEBMAR AT ([ALF] T5— MR
FTEERC A T o JE MY 2 F A KR AT
ARAF (TR RS RRITAHRA A
(TR MMAT]) ¥ BB AT - AR A
() FCBHY 2 7] (LR (AR M) R AT - &
Tl e JEC A A AR

B R Rt BOR

A A R A T R R
MZERrEOR MG R s A LB E =%
FREFZA=F—HILFECHELLFE
SV 0 2 R ) B B — B

WEBE_FTRET A=+ HILEE
CL A AR JE I MR N - AR [ 4R T 4R
A 7 i 5 4 A (78 0 A i A YR )
SIBECET G U (BRT) RBEEE R g HE
(T s g st e ) 582758 - A ik arat il
552858 B A it A kR A 3R AR SR F
UEEA — H SR BRI B 2 &t E I A
BT UERER % —FF—H—H
WUAE i B 2 G RT A R AE B 2
TR E 00 2 A vl I S R ot T U 8% (i
EB ) (BT -

ASAE T 2 7 i S5 17 Y U 5 3 S8 AR AR Y i
SRR B A M BIMAE TERES) -
A0 > B A 2 WSS A5F TR 2R A W
BATEANR > SR B > I
A RARE At & L Bt AR IR - A
R R A RS 2 M L 7 (1 92 42 A
AL WO Tr 2 B T 2 H R Lt
TA B T7 2 B S RE PR R 4 - P A1 B
A B 2 BAS ZR S8

ASE BTN BR A TR B AR B et
Hil A 30 7 s U5 S o e ) 4 BE O b 2
whT A EE I 179 (LB 2 BT -
BEIRAE AT 5+ MR B2 R A A T
MRt — % —FE -] — L& e o
ZERHE B o BRAN LIS T S A 4
M2 & R B Y B o

BR 53 A REBA N o bt e 0 i B A 5 B S R A
LAY B T e Az m

Note:

General information

Dah Sing Banking Group Limited (the “Company”) is a bank holding
company. Its principal subsidiaries include Dah Sing Bank, Limited
(“DSB”) and MEVAS Bank Limited (“MEVAS”), both are licensed banks
in Hong Kong. The Company together with its subsidiaries (collectively
the “Group”) provide banking, financial and other related services.

Basis of preparation and accounting policies

The accounting policies and methods of computation used in the
preparation of the 2010 interim condensed consolidated financial
statements are consistent with those used and described in the
Group’s annual audited financial statements for the year ended 31
December 2009.

In preparing its annual audited financial statements for the year ended
31 December 2009, the Group has already early adopted Hong Kong
Financial Reporting Standard (“HKFRS”) No. 3 “Business
Combinations” (Revised) and the consequential amendments to Hong
Kong Accounting Standard (“HKAS”) 27, HKAS 28 and HKAS 31
which are originally effective for accounting periods beginning on or
after 1 July 2009, and HKFRS 8 Operating Segments (Amendment),
which is originally effective for accounting periods beginning on or
after 1 January 2010 on the disclosure of segment assets.

The revised HKFRS 3 continues to apply the acquisition method to
business combinations, with some significant changes. For example,
all payments to purchase a business are to be recorded at fair value
at the acquisition date, with contingent payments classified as debt
subsequently re-measured through the statement of comprehensive
income. There is a choice on an acquisition-by-acquisition basis to
measure the non-controlling interests in the acquiree either at fair
value or at the non-controlling interests’ proportionate share of the
acquiree’s net assets. All acquisition-related costs should be
expensed.

The Group has also adopted the amendments to HKAS 17 “Leases”
made by the HKICPA as part of HKICPA's annual HKFRS improvement
project. These amendments provide certain clarifications on the
accounting classification of land leases and are effective for
accounting periods beginning on or after 1 January 2010. The
adoption of these amendments by the Group has no impact to the
Group’s accounting policies.

The interim condensed consolidated financial statements are
presented in thousands of Hong Kong dollars (HK$'000), unless
otherwise stated.
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3. Net interest income
For the six months ended 30 June

ZR-RE ZEZNEF
2010 2009
Interest income
Cash and balances with banks 44,151 80,682
Investments in securities 265,098 414,021
Advances to customers and banks 985,286 1,145,493
Others 4 1,142
1,294,539 1,641,338
Interest expense
Deposits from banks/Deposits from customers 244,028 428,390
Certificates of deposit issued 5,429 28,227
Issued debt securities - 23,978
Subordinated notes 42,341 70,247
Others 6,608 28,382
298,406 579,224
Included within interest income
Interest income on financial assets not at
fair value through profit or loss 1,276,000 1,624,421
Interest income on impaired assets 3,995 7,225
Included within interest expense
Interest expense on financial liabilities not at
fair value through profit or loss 281,390 522,415
4. Net fee and commission income
For the six months ended 30 June
SR-RE CRRIE
2010 2009
Fee and commission income
Fee and commission income from financial
assets and liabilities not at fair value
through profit or loss
- Credit related fees and commissions 45,523 32,160
- Trade finance 18,827 19,489
- Credit card 117,463 95,034
Other fee and commission income
- Securities brokerage and investment services 14,467 17,484
- Insurance distribution and others 16,223 16,891
- Retail investment funds and fiduciary services 8,188 6,735
- Other fees 42,636 29,796
263,327 217,589
Fee and commission expense
Fee and commission expense from financial assets
and liabilities not at fair value
through profit or loss
Handling fees and commission 73,981 51,319
Other fees paid 5,039 4,747
79,020 56,066
184,307 161,523




(1)

(F)

(£)

I e B A BOA ()

AR =y R - X5t R
RECEEIME - ZHFEUZEASGBIHEEZ
GRS F M RER -

ROk #
WEANA=ZTHLEAMA

SN H B i
fEHERENESR
B /i
FHEREMRNMETAL

i B8 /i
ATHEE M OME 2T
Z e

R7E DA FEFHE BT A
A TR HEH

Jfb BB
WEANA=ZFHEAMEA

DT o5 vl 3-VI N
- EWHE

- EmHE
REDEMEWARE
HAbHE 2B

Aty

BEIH
WEANA=ZTHEAMA

{2 5 58 I B A o
(B 3 M)

AT AR E B S
ENak RN

i

& 2

W EERHEEN

oAl

4, Net fee and commission income (Continued)

statements.

5. Net trading loss
For the six months ended 30 June

The Group provides custody, trustee, corporate administration, and
investment management services to third parties. Those assets that
are held in a fiduciary capacity are not included in these financial

R ZETIE
2010 2009
Net gain arising from dealing in foreign currencies 126,134 64,882
Net (loss)/gain from trading securities
(8,876) 6,818
Net (loss)/gain from derivatives entered into for
trading purpose (70,804) 29,024
Net loss arising from financial instruments subject
to fair value hedge (22,645) (36,851)
Net loss arising from financial instruments designated
at fair value through profit or loss (34,515) (85,786)
(10,706) (21,913
6. Other operating income
For the six months ended 30 June
it 2 2.3 “ETNE
2010 2009
Dividend income from investments in available-for-sale securities
- Listed investments 485 543
- Unlisted investments 3,397 3,478
Gross rental income from investment properties 4,907 4,822
Other rental income 2,648 2,796
Others 4,271 5,334
15,708 16,973
7. Operating expenses
For the six months ended 30 June
it 2 2.3 “ETNE
2010 2009
Employee compensation and benefit expenses
(including directors’ remuneration) 374,121 370,002
Premises and other fixed assets expenses,
excluding depreciation 81,872 81,155
Depreciation 53,585 48,619
Advertising costs 33,334 29,890
Amortisation expenses of intangible assets 6,245 8,004
Others 95,174 426,212
644,331 963,882

10
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Loan impairment losses and other credit provisions
For the six months ended 30 June

ZR-RE ZEZNEF
2010 2009
BRI AR Loan impairment losses
e Q& RN Fiok Net (reversal)/charge of impairment losses on advances
(EH) /3 and other accounts
— RS A - Individually assessed (12,260) 177,907
— BEA T - Collectively assessed 47,060 94,583
34,800 272,490
Rkek Of which
— B RS (ISR A - new allowances (including amounts directly
HEWEz 2% written off in the period) 70,911 303,487
—1fic[ml - recoveries (36,111) (30,997
34,800 272,490

15 5 ol i 4 1L 248 Ol ) 9.
S
BWEANH=THIEAMA

Net (loss)/gain on disposal and repurchase of other financial
instruments
For the six months ended 30 June

e S 28 ZEFNA
2010 2009

HE AR R L BUHRSIA Z  Net loss on disposal of investments in securities included
EHRNEFER in the loans and receivables category (136,233) -
e BE AR AR A5 2 1l 48 Net gain on repurchase of subordinated notes 82,784 243,983
(53,449) 243,983

B 10.
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BWEARH=ZFTHILAMA

Income tax expense

Hong Kong profits tax has been provided at the rate of 16.5% (2009:
16.5%) 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 16.5% (2009: 16.5%).

For the six months ended 30 June

e S 28 ZEENF
2010 2009
B R B I Current income tax
—HBFIGE - Hong Kong profits tax 33,400 11,122
— SN BLIE - Overseas taxation 8,037 4,807
— AR R 2 - Underprovision in prior years 306 -
AR Deferred income tax
— B B E A R - origination and reversal of
] timing differences 20,386 (7,151)
— BB R - utilisation of tax losses - 120
62,129 8,898

11



(h—) BB A R B E A 11.  Basic and diluted earnings per share
B M B A ) R R 2 R T e R LR The calculation of basic earnings per share and diluted earnings per
507,203,000% 7C (—ZFF L : 306,847,000 share are based on earnings of HK$507,203,000 (2009:
W) KA AT RO RE T 1 HK$306,847,000) and the weighted average number of
1,111,758,869/% (= F % JL4F 1 950,062,736 1,111,758,869 (2009: 950,062,736) ordinary shares in issue during
) FH5 - MERE-Z-FHEANH=ZTHR the period. The share options outstanding during the periods ended
CEZAEANAZTH IR RITHER 30 June 2010 and 30 June 2009 have no dilutive effect on the
IS HEE ST A IR o R - 4% ST A A o weighted average number of ordinary shares.
(+=) BEeRARTHER 12.  Cash and balances with banks
it S 23 ZERENA
A=+ FZA=1—H
As at As at
30 Jun 2010 31 Dec 2009
e RAESATIAS B Cash and balances with banks 3,286,640 2,453,928
S A Money at call and short notice 4,617,758 7,999,438
7,904,398 10,453,366
(+=) SRR R ke A TG 13.  Trading securities and financial assets designated at fair value
HESE AR S REE through profit or loss
R ZETIAE
A=+ FZA=1—H
As at As at
30 Jun 2010 31 Dec 2009
FERERBRNES - Trading securities:
s Debt securities:
AN - Listed in Hong Kong 1,042,276 1,051,938
— kL - Unlisted 4,884,195 4,543,378
5,926,471 5,595,316
MLtk E % Equity securities:
AN — Listed in Hong Kong 5,160 -
FREEE R EH A5 Total trading securities 5,931,631 5,595,316
8 E A P2 B S BT ARS Financial assets designated at fair value through
M amEE - profit or loss:
s Debt securities:
—FW LGP LTl - Listed outside Hong Kong 8,795 11,232
REUATER & B AEE R ABE Total financial assets designated at fair value through
0 4 A profit or loss 8,795 11,282
FEEE MM ES L2 UATEF 2 Total trading securities and financial assets designated
BHSHF AREN LG E LM at fair value through profit or loss 5,940,426 5,606,548
AFEETESENA Included within debt securities are:
— AR EREH R NGRS ~ Government bonds included in trading
ZHR S securities 5,901,196 5,570,751
—H i S - Other debt securities 34,070 35,797
5,935,266 5,606,548

CCEBEAA ST AR BB
SRS R ARG B B
4 5 F 7 03 -

As at 30 June 2010 and 31 December 2009, there were no certificates
of deposit held included in the above balances of investments in
debt securities.

12
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Trading securities and financial assets designated at fair value
through profit or loss (Continued)

Trading securities and financial assets designated at fair value through
profit or loss are analysed by categories of issuer as follows:

BB R
it S 2 ZEENE
AHZ+H FZA=+—H
As at As at
30 Jun 2010 31 Dec 2009
— LU A e R AT — Central governments and central banks 5,901,196 5,570,751
—INEHRR ~ Public sector entities 4,166 3,706
— ST R H A4 A - Banks and other financial institutions 21,109 20,859
—f¥ - Corporate entities 13,955 11,232
5,940,426 5,606,548

(W) fiksmTH 14. Derivative financial instruments

R_F-FEAA=ZTHRIMMGELR
AR ABRAERERNTEIT

The notional principal amounts of outstanding derivatives contracts
and their fair values as at 30 June 2010 were as follows:

wh/

hiem Al
Contract/ Fair values
notional g A
amount Assets Liabilities
) BEEEMEZAETE 1) Dervatives held for trading
B SMEfETA a)  Foreign exchange derivatives
EMRMELY Forward and futures contracts 80,424,543 249,260 (265,056)
FR Currency swaps 389,436 33,355 (7,807)
B\ B H O A Currency options purchased and written 1,378,430 449 (428)
L) FIERAETR b) Interest rate derivatives
il 44 4 Interest rate swaps 6,190,236 30,519 (175,910)
i e Interest rate options written 10,000 - (38)
Rl &4 4 Interest rate futures contracts 389,220 65 -
W) s TR ¢) Equity derivatives
B il th A Equity options purchased and written 66,449 1,553 (1,553)
FERERE 2 TH Total derivative assets/(liabilties)
&/ (B At held for trading 88,848,314 315,201 (450,792)
) FHEEWREZAETRE 2 Derivatives held for hedging
M) HEULTFHEI M a)  Derivatives designated as fair value hedges
ZHETR
FlzR 0 Interest rate swaps 11,565,914 206,314 (1,116,115)
SRR 2 i TR Total derivative assets/(liabilties)
&E/ (AR A held for hedging 11,565,914 206,314 (1,116,115)
3 HEFHEARGAESN  3)  Dervatives not qualified as hedges for
R AEEEUATFE accounting purposes but which are managed
sHEHHEBT ARG in conjunction with the financial instruments
SHIA—-RER designated at fair value through
ZhiE TR profit or loss
Bk Currency swaps 431,927 48,605 -
Fil 45 Interest rate swaps 1,237,660 93,080 -
e (= apulili v Total derivative assets
LTHEEA not qualified as hedges 1,669,587 141,685 -
CHERZiiEEMIA Total recognised derivative financial
G/ (A A% assets/(liabilities) 102,083,815 663,200 (1,566,907)
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(W) fikE&MTH (F) 14.  Derivative financial instruments (Continued)

BMoFEENEF A=+ — B RBWHE The notional principal amounts of outstanding derivatives contracts
THAEHZARAG LHEATENT and their fair values as at 31 December 2009 were as follows:
Ag
chon TR
Contract/ Fair values
notional B A1
amount Assets Liabilities

1) HEEEMGZAETE 1) Derivatives held for trading

H) SMEfiETR a)  Foreign exchange derivatives
M RMELY Forward and futures contracts 72,533,088 231,805 (105,511)
Bl Currency swaps 464,225 3,525 (47,588)
B il th S A 1 Currency options purchased and written 1,378,430 1,660 (1,639)
) FIEfiETR b) Interest rate derivatives
il 44 4 Interest rate swaps 8,764,261 62,674 (149,351)
Th R Interest rate options written - - -
FEMEAH Interest rate futures contracts - - -
W) ERtE TR ¢)  Equity derivatives
A B o 1 Equity options purchased and written 66,449 531 (531)
HERERE 2 i TR Total derivative assets/(liabilities)
B/ (B8 A3 held for trading 83,206,453 300,195 (304,620)

) FEHWmEZAETR 2

Derivatives held for hedging

) BEYATEE a) Derivatives designated as fair value hedges
ZHETA
S Interest rate swaps 11,688,807 130,395 (909,114)
FHEHM Rz A TR Total derivative assets/iabilties)
G/ (AR A5 held for hedging 11,688,807 130,395 (909,114)
3 HEFHENAMAEEM 3 Derivatives not qualified as hedges for
i o T LA TE accounting purposes but which are managed
st BB ARG in conjunction with the financial instruments
SHIA-FEHR designated at fair value through
ZiiE TR profit or loss
Bkl Currency swaps 448,815 66,392 -
4 Interest rate swaps 1,233,235 91,7% -
KA TS R 2 Total derivative assets
TREEAF not qualified as hedges 1,682,050 158,188 -
ERAZMESMTE Total recognised derivative financial
&/ (AR A3t assets/(liabllties) 96,577,310 588,778 (1,213,734)
WHEME LA Z ATHEHIFCEEA R The effect of valid bilateral netting agreements has been taken into
BIFEAS TP . account in disclosing the fair value of derivatives.
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14. Derivative financial instruments (Continued)

entered into, are as follows:

Derivatives
Exchange rate contracts
Interest rate contracts
Other contracts

15. Advances and other accounts

Gross advances to customers
Gross advances to banks

Other assets

- Amounts receivable arising from sale of securities
pending for settlement

- Other accounts receivable and prepayments

Less: impairment allowances
- Individually assessed
- Collectively assessed

Investments in securities included in the loans and
receivables category (Note 17)

Advances and other accounts

15

The credit risk weighted amounts of the above off-balance sheet
exposures calculated under Basel Il basis and without taking into
account the effect of bilateral netting arrangement that the Group

e S 21 ZEZTHE
AHZ+FH FZA=+—H
As at As at
30 Jun 2010 31 Dec 2009
466,584 460,239
175,639 200,384
2,830 1,979
645,053 662,602
SR-RE CRRIE
AZFHH FZA=T—H
As at As at
30 Jun 2010 31 Dec 2009
65,210,949 57,165,159
150,000 150,000
65,360,949 57315159
299,591 -
1,651,577 1,544,674
1,951,168 1,544,674
(202,759) (317,017)
(360,943) (358,212
_____ (563,702)  (675,229)
7,584,301 8,799,348
74,332,716 66,983,952




(+1) #EEXRIBKRE &) 15.  Advances and other accounts (Continued)

() #7822 FF EHHE (LIER (a)  Gross advances to customers by industry sector classified
4 53 B0 T LA 32 A1 0y (R B 1 47 B according to the usage of loans and analysed by percentage
aH7) covered by collateral

ZE-FEANAZTH ZEENFETZAZTA
As at 30 Jun 2010 As at 31 Dec 2009
e ¢L BRaET
R M RBEZ
Hik A
% of gross % of gross
KRB advances R advances
Outstanding covered Qutstanding covered
balance by collateral Balance by collateral
ERBERIER Loans for use in Hong Kong
TH&H Industrial, commercial and financial
—~WEER - Property development 979,222 78.0 611,218 65.0
—WERE - Property investment 12,480,071 92.7 11,209,001 89.2
-SRIt E - Financial concerns 509,864 56.0 333,243 47.7
-REEL - Stockbrokers 67,691 35.0 52,265 100.0
—HBHTEE - Wholesale and retail trade 956,077 95.4 1,001,216 9.3
- g% - Manufacturing 773,793 94.8 657,570 86.9
— g R - Transport and transport equipment 3,611,384 96.5 3,207,328 97.4
— R — Recreational activities 229,204 49.6 157,565 -
— &l Rt - Information technology 2,479 89.0 902 422
= - Others 2,317,678 94.1 1,847,970 9.7
21,927,463 91.5 19,078,278 89.0
A Individuals
~BEIREALEH] - - Loans for the purchase of flats in
ASEREE R Home Ownership Scheme,
HEELEH] Private Sector Participation Scheme
S5 and Tenants Purchase Scheme 1,295,918 100.0 1,398,373 100.0
-WERMETEER - Loans for the purchase of other
residential properties 11,027,034 99.9 10,462,174 99.9
Gl - Credit card advances 3,223,932 - 3,173,620 -
— ity - Others 7,660,111 67.6 6,510,864 62.9
23,206,995 75.4 21,545,031 74.0
A& Loans for use in Hong Kong 45,134,458 83.2 40,623,309 81.0
TS Trade finance 3,928,675 68.7 3,136,776 68.4
T2 it DL AR F Y B3 Loans for use outside Hong Kong 16,147,816 7.7 13,405,074 83.3
65,210,949 79.5 57,165,159 80.9
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(+#) FEEFRRILBIKRE 4) 15.  Advances and other accounts (Continued)

() WHIr¥aB2z KF ERAE (LIEH (a)  Gross advances to customers by industry sector classified
JHE 7 R L2 HE A0 00 IR 1 B 4 I according to the usage of loans and analysed by percentage
) (#E) covered by collateral (Continued)

BRI AR E R A 2T For each industry sector reported above with loan balance
oLk AT LA R A constituting 10% or more of the total balance of advances to
3 A R R AR 0 o A AR B customers, the attributable amount of impaired loans, overdue
BUEEHEDT loans, and individually and collectively assessed loan

impairment allowances are as follows:

“E-REAAZTH
As at 30 Jun 2010
ig e bl
HMARE
MBZMA WHEE BT
Gross WM MMM
advances Individually ~ Collectively

FEREB  WEBK  overduefor  assessed  assessed

Outstanding Impaired over3 impairment  impairment
balance loans months  allowances  allowances
EFEERMET  Loans for use in Hong Kong
TH&H Industrial, commercial and financial
-WERY ~ Property investment 12,480,071 - - - 63,380
DN Individuals
—-REMEE — Loans for the purchase of other residential
WERR properties 11,027,034 4,131 6,039 465 9,064

ZEENFF A=
As at 31 Dec 2009

BHAE

kR
BER=MA RS &AW
Gross W WEE
advances  Individually  Collectively
REBGR O WEEK  overduefor  assessed  assessed

QOutstanding Impaired over3  impairment  impairment
balance loans months  allowances  allowances
EFBEMAEE  Loans for use in Hong Kong
TH4AR Industrial, commercial and financial
o E - Property investment 11,209,001 15,802 - 1,063 60,825
A Individuals
-WREMEE - Loans for the purchase of other residential
WERHR properties 10,462,174 6,765 8,406 1,358 8,836
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(+H) #HBHKRIMBEE &)

15. Advances and other accounts (Continued)

(Z) ¥ EA EFERITHE & 7 09 B AR (b)  Non-bank Mainland exposures
ZZ-BEANAE1H
As at 30 Jun 2010
VR
BEAKEN  HEAEED A
i 35 5 i B 8 Individually
On-balance Off-balance assessed
sheet sheet il ] impairment
P EER L Type of counterparties exposure exposure Total allowances
oK B 1 Mainland entities 4,366,322 899 4,367,221 5,281
HBABEMMATR  Companies and individuals outside Mainland
A - T K& where the credits are granted for use in
T B K £ the Mainland 7,506,086 475,835 7,981,921 113,622
Kbz FmLER  Other counterparties the exposures to
BAERBERERTE  whom are considered by the Group to
%F R be non-bank Mainland exposures 211,004 - 211,004 -
ZZFNETZAZT—H
As at 31 Dec 2009
TRAIFEAR
AEAEEN  BEAERN W
it R g Individually
On-balance Off-balance assessed
sheet sheet ARE impairment
ZhHHFER Type of counterparties exposure exposure Total allowances
K B Mainland entities 3,046,123 - 3,046,123 -
HeREKBEUSNAF L Companies and individuals outside Manland
fEA - T R B3 where the credits are granted for use in
e B R £ the Mainland 5,543,273 578,294 6,121,567 164,245
HieHEFmMELRRE  Other counterparties the exposures to
WREBANERGTE  whom are considered by the Group to
% F AR be non-bank Mainland exposures 214,212 - 214212 -

()

ek Ak BREREAAE R T R
RERHMHEFREZE
% o

I T2 B R R

2
A

F PR BB T3 AR 5 R
BRI R % 2 2 G B FRE A - —
JRCTT R > R 8 (R Oy iz 1R B A2 B
BFARR Z RS - JEUBR M B F -

()
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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 advance is guaranteed by a party located in an area
which is different from that of the counterparty.
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15. Advances and other accounts (Continued)

(c)  Analysis of gross advances to customers and overdue loans
by geographical area (Continued)

The following table analyses gross advances to customers by
geographical area.

SR-BE CERAE
AZFHH FZA=T—H
As at As at

30 Jun 2010 31 Dec 2009

FRERAHE Gross advances to customers

— & - Hong Kong 55,470,403 48,779,171

il - China 3,032,391 1,479,379

— M - Macau 6,066,100 6,151,486

— KA - Others 642,055 755,123
65,210,949 57,165,159

REZF-FEAA=THEZZETN
FtHA=Z1T—H > CEEERER
(T4 % F&S QUL YV RIES
BHERE R T 2T
FHHHT

(T) M > aH R R RACE A & E

%%@thfrtz@%f% o
RIEBH 25 TEHFRE - C28E
18 53 3k (B 2 o Ath & 7 639,0009 7T (=
EENFEFZA=+—H : 639,000
W)~ REFER( ﬁnT%?“ %:
N_F-FZEANAZTHRZZEZL
FHZA=+—H > A% AR
WA - @;ﬁﬂ EEBEMAREE
HZ T ERIHMEE - HFREFF
B Eifﬁ%ﬁ%ﬁ'ﬁm}?ﬂﬂo

In relation to the Group’s impaired advances and overdue
advances, over 90% of the outstanding balance as at 30 June
2010 and 31 December 2009 were classified under Hong Kong
after taking into account the effect of transfer of risk.

(d)  Impaired, overdue and rescheduled assets

Apart from the investments in certain securities included in
the loans and receivables category described in Note 17, other
assets of HK$639,000 (31 December 2009: HK$639,000)
against which full individual impairment had been made, and
advances to customers (as set out below), there were no
advances to banks or other assets which were individually
impaired, overdue for over 3 months or rescheduled as at 30
June 2010 and 31 December 2009. In respect of advances to
customers, the relevant amounts are analysed below.
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(+1) #EEXRIBKRE &) 15.  Advances and other accounts (Continued)
(T) W(E > BHIRERRAEEEGE () (d)  Impaired, overdue and rescheduled assets (Continued)
(i) EEEK ()  Impaired loans
ZR-RE ZEERNAE
AAZ+H FZA=+—H
As at As at
30 Jun 2010 31 Dec 2009
WERF &R LK Impaired loans and advances to customers
— R E (e (— - Individually impaired (Note (1)) 334,725 529,399
—%@ﬁﬁmﬁﬁcn) - Collectively impaired (Note (2)) 13,195 17,767
347,920 547,166
o R Impairment allowances made
— AL (ffat (=) - Individually assessed (Note (3)) (202,120) (316,378)
—EER Y (Mt () - Collectively assessed (Note (2)) (12,470) (16,941)
(214,590) (333,319)
133,330 213,847
R AT oA T Fair value of collaterals held* 135,715 215,514
AR LB AHIEEST  Impaired loans and advances as a % of
ﬁ?ﬁ&f&?}“\i %EZ Hr total loans and advances to customers 0.53% 0.96%

AT A4 2P (H 79 R R HE
A0 T B R B OR R
KEBR o W R

P

7E °

A B 5 T 8% 4
) e ol R R B
T2 e e
1 Y % B iR 3
(MBREF]) M85
T 3% JB 5K 2 1 3 B K
B RAR B & R
% % IR

E o

EE RN S & T
;Z:T"}—uﬁ?é\%ﬁfﬁﬁﬁ
A Y AR R 2 R
@R R R L
TRZER T - &
ffﬁ/\tii%ﬂzﬂiﬁ%
,mmﬁ«wﬁn%@
mA(ﬁi{EEﬁE’J
e

A I {08 1 3 £ 2 %
BEBEZRASA=T
A/t -A=+—HHK
A EE -
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Note:

Fair value of collateral is determined at the lower
of the market value of collateral or outstanding
loan balance.

Individually impaired loans are defined as those
loans having objective evidence of impairment
as a result of one or more events that occurred
after the initial recognition of the asset (a “loss
event”) and that loss event has an impact on the
estimated cash flows of the loans that can be
reliably estimated.

Collectively impaired loans and advances refer
to those unsecured loans and advances
assessed for impairment on a collective basis and
which have become overdue for more than 90
days as at the reporting date. The collective
impairment allowance for these impaired loans,
which is a part of the overall collective impairment
allowances, is shown above.

The above individual impairment allowances were
made after taking into account the value of
collaterals in respect of such advances as at 30
June/31 December.
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(iii)
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15.

(@)

A 0 A R R AR R

Gross advances to customers
which have been overdue for:
- six months or less but

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

Market value of securities held against
the secured overdue advances

Secured overdue advances
Unsecured overdue advances

Individual impairment allowances

KEAET (MG & E

=AU ERER R

#)

AEAEH

A

(1%) Y 1A AT i

Rescheduled advances

Impairment allowances

(e)

AL B AR A

BEFN
L EE/ES
—Efte

Nature of assets

- Repossessed properties
- Others
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Advances and other accounts (Continued)

Impaired, overdue and rescheduled assets (Continued)

(ii) Gross amount of overdue loans

fi% R L%F

ek et

ZER-Fh Aol ZZENEF ol

AN=TH % oftotal +-H=1—H % of total

As at advances to As at advances to

30 Jun 2010 customers 31 Dec 2009 customers

69,986 0.10 102,346 0.18

50,283 0.08 185,079 0.32

253,266 0.39 267,141 0.47

373,535 0.57 554,566 0.97
245,525 350,867
182,518 256,960
191,017 297,606
179,352 282,455

(i)

Rescheduled advances net of amounts included in

advances overdue for more than 3 months

%R &R
jig €51 BaH
ZR-Fh Bk ZERNE HiH
A=TH % oftotal +-H=+—H % of total
As at advances to As at advances to
30 Jun 2010 customers 31 Dec 2009 customers
221,141 0.34 236,637 0.41
20,550 24,242
Repossessed collateral
Repossessed collateral held is as follows:
SRR CITAE
ANETH FZHA=+—H
As at As at
30 Jun 2010 31 Dec 2009
80,594 49,109
1,023 8,240
81,617 57,349
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B RS

“EENET A=A

Impairment allowances against advances to customers,

advances to banks and other accounts

UVERR s
Individually Collectively it
assessed assessed Total
At 1 January 2010 317,017 358,212 675,229
Impairment losses (reversed)/charged (12,260) 47,060 34,800
Loans written off as uncollectible (113,153) (69,358) (182,511)
Recoveries of advances written off in previous years 11,100 25,011 36,111
Unwind of discount on allowance - - -
Exchange and other adjustments 55 18 73
At 30 June 2010 202,759 360,943 563,702
R AG EATE
Individually Collectively At
assessed assessed Total
At 1 January 2009 550,909 298,645 849,554
Impairment losses charged 176,416 233,303 409,719
Loans written off as uncollectible (404,718) (227,818) (632,536)
Recoveries of advances written off in previous years 9,841 54,083 63,924
Unwind of discount on allowance (15,429) - (15,429
Exchange and other adjustments ¥ 1 3
At 31 December 2009 317,017 358,212 675,229

{0 56 £k B ME Wk 58U 2 8 O 8 W 17.

fEmT it KR R A

e

— R R B T AT IR

— TR A S I

{0390 4 1

TR e R R
TR 2 38 5

18 A 1 T A R — TR B — B AN H
JrEIEEEfEﬁ%mooo«%m 2?2 i
+HA=+—H : 102,758,000 7C) Z 7 %
BEMmMFE > ZRER T IEF A

=t H BT E B AR

MR R

Investments in securities included in the loans and receivables

Investments in securities reclassified
from the available-for-sale category
- At fair value under fair value hedge

(for hedging interest rate risk)

- At amortised cost

Individual impairment allowances

Investments in securities classified as loans and receivables

upon initial recognition

category
R %K “EEAE
ARZFR FZA=+—H
As at As at
30 Jun 2010 31 Dec 2009
5,354,013 6,509,995
1,914,914 1,989,010
7,268,927 8,499,005
(1,610) (1,893
7,267,317 8,497,112
316,984 302,236
7,584,301 8,799,348

The individual impairment allowances were made in respect of an
investment in a security with a carrying value of HK$92,647,000 at
30 June 2010 (31 December 2009: HK$102,758,000) which was
assessed as individually impaired since 31 December 2009.
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Investments in securities included in the loans and receivables
category (Continued)

Investments in securities classified as loans and receivables upon
initial recognition were overdue at the time of recognition. As at 30
June 2010 and 31 December 2009, these investments were overdue
for more than one year.

Investments in securities included in the loans and receivables

Franms - category are analysed as follows:
e S 218 ZEENF
A=ZFHH FZA=ET—H
As at As at
30 Jun 2010 31 Dec 2009
BB E S Debt securities:
—HikL - Listed in Hong Kong 685,582 655,689
—F LA LT - Listed outside Hong Kong 6,335,031 7,514,833
-k L - Unlisted 565,298 630,719
7,585,911 8,801,241
Bk 8 9 (O A Less: individual impairment allowances (1,610) (1,893)
7,584,301 8,799,348
LiES 2 Market value of listed securities 6,010,603 6,415,120

ROF—BEAA S RCEENE T
SRSt LR R R
L5 554 17 303 -

As at 30 June 2010 and 31 December 2009, there were no certificates
of deposit held included in the above balances of investments in
debt securities.

SRR CRTAE
AZFHH FZA=T—H
As at As at

30 Jun 2010 31 Dec 2009

FLGAE B S R SRR R 2 %% Investments in securities included in the loans and receivables
BEGRTHRER AT« category are analysed by categories of issuers as follows:

— SRAT R H A 4 B - Banks and other financial institutions 4,118,583 4,729,417
—f¥ - Corporate entities 3,467,328 4,071,824
7,585,911 8,801,241
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18. Auvailable-for-sale securities

- Listed outside Hong Kong

- Listed outside Hong Kong

Total available-for-sale securities

R # S - Debt securities:

— ik B - Listed in Hong Kong
i1 ]

—F ki - Unlisted

ks Equity securities:
AN - Listed in Hong Kong
—F S LT

o i) - Unlisted

Tl b 8 3 0 AR

SF-RE CTTNE
ARZFH TZA=+—H
As at As at

30 Jun 2010 31 Dec 2009
334,889 381,931
4,680,388 4,298,062
8,110,565 7,231,327
13,125,842 11,911,320
1,094 646
72,607 70,804
91,222 103,408
164,923 174,858
13,290,765 12,086,178

MEZ—FEANAZTHRZZZNET
ZAEt R BlEH R SR ES BN
S 48 60 45 15 4 A7 9

As at 30 June 2010 and 31 December 2009, there were no certificates
of deposit held included in the above balances of investments in
debt securities.

it S 28 ZEZNF
AAZFH FZA=+—H
As at As at
30 Jun 2010 31 Dec 2009
T B R A BT Available-for-sale securities are analysed by

BRI categories of issuers as follows:
— P BT SR AT - Central governments and central banks 4,622,739 2,841,211
— R - Public sector entities 61,002 426,487
— 1T R H A 4 R - Banks and other financial institutions 4,486,410 4.585,024
—f¥% - Corporate entities 4,119,086 4,231,928
—Hfts - Others 1,528 1,528
13,290,765 12,086,178

WBE_E-ZFEANA=ZFTAIEAMEA
A 48 B A e W] A B R P E o BT
EHERE (CEFNFAH =1 HEARME
H:BHUEHSBH W HEMESF
1,640,590,000% 7T K& 3,259,762,000%5 7€ Z 7]
M ERNEAREE I ER AR
AR M U SR R B = B SR -

In the six months ended 30 June 2010, the Group did not reclassify
any investments in securities out of the available-for-sale category
(six months ended 30 June 2009: investments in securities with a
total market value at the time of reclassification of HK$1,640,590,000
and HK$3,259,762,000 were reclassified from the available-for-sale
category into the loans and receivables category and the held-to-
maturity category respectively).
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19. Held-to-maturity securities

it S 23 ZEENF
AAZ+H FZHA=1+—H
As at As at
30 Jun 2010 31 Dec 2009

EHEE Debt securities:
AN - Listed in Hong Kong 194,200 193,414
—F LA BT - Listed outside Hong Kong 6,453,038 6,114,930
-k b - Unlisted 1,859,074 2,290,064
8,506,312 8,598,408
LiidHE A Market value of listed securities 6,105,394 5,846,622

RoZ—FEANAZTHRZZZNET
“H=1 0 BB E R R AR
Al 1 61 45 15 77 5

As at 30 June 2010 and 31 December 2009, there were no certificates
of deposit held included in the above balances of investments in
debt securities.

ZR-RE ZERNE
AAZFE +ZA=+—H
As at As at
30 Jun 2010 31 Dec 2009
R 08 5 BT Held-to-maturity securities are analysed by

L N issuer as follows:
— BRI R SR AT - Central governments and central banks 1,246,201 1,100,627
—AE R - Public sector entities 194,200 193,414
— SRAT B A A B A - Banks and other financial institutions 4,926,883 5,178,356
—f¥ - Corporate entities 2,139,028 2,126,011
8,506,312 8,598,408

(Z4) i ye i 2 % 2 B

o T R T8 o 95 R 0 U K
B REWCH S -

BWEZE-FEANA =+ B IEARWA N
WAL T8 -

A B Z 4 0 0 7 R AR o B R
EH B RERNLEIGRESR 2 2 Mg
B SEEHNEZEMEER —F %
BRH =T B 2Z AP E KR E A5
6,352,923,000¥ T (ZEENLETF A =T
—H : 6,479,160,000% 7T) F17,536,984,000%
T(ZZFAF+_A=Z+—H:
7,681,711,000% 7C) ©

A 7E 0 T 2 A S0 S A T
L o 4 K A e SR A M R RO R i BRE
KAl FESEAZEGHEMHEEE_F
—ZHENH =1 H B4 927,875,000% 7T
(CEEZRFEFA=+—H : 926,757,000
HT) o

20.

Reclassification of financial assets

Financial assets reclassified out of the available-for-sale category into
the loans and receivables category:

No reclassification was made in the six months ended 30 June 2010.

In relation to the financial assets reclassified from the available-for-
sale category into the loans and receivables category in the prior
reporting periods, the fair values and carrying values of these
reclassified financial assets as at 30 June 2010 are
HK$6,352,923,000 (31 December 2009: HK$6,479,160,000) and
HK$7,536,984,000 (31 December 2009: HK$7,681,711,000)
respectively.

If reclassification of financial assets from the available-for-sale
category into the loans and receivables category in the prior reporting
periods had not taken place, the revaluation reserve in equity would
have decreased by HK$927,875,000 as at 30 June 2010
(31 December 2009: HK$926,757,000).
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21. Premises and other fixed assets

Six months ended 30 June 2010

Opening net book amount
Additions

Disposals

Depreciation charge (Note 7)

Closing net book amount

At 30 June 2010
Cost/valuation
Accumulated depreciation

Net book amount

Year ended 31 December 2009

Opening net book amount

Additions

Revaluation surplus

Recovery of previous revaluation deficits
Disposals

Depreciation charge

Closing net book amount

At 31 December 2009

Cost/valuation
Accumulated depreciation

Net book amount

I~ Bt

RO

Furniture,

equipment

and
1B motor At
Premises vehicles Total
1,790,552 159,628 1,950,180
- 19,650 19,650
(99,345) (572) (99,917)
(27,251) (26,334) (53,585)
1,663,956 152,372 1,816,328
1,690,969 422,553 2,113,522
(27,013) (270,181) (297,194)
1,663,956 152,372 1,816,328
1,512,084 154,415 1,666,499
- 59,662 59,662
326,407 - 326,407
1,453 - 1,453
(3,968) (2,202) (6,170)
(45,424) (52,247) (97,671)
1,790,552 159,628 1,950,180
1,790,743 416,118 2,206,861
(191) (256,490) (256,681)
1,790,552 159,628 1,950,180

R 2 A7) e DR i 355 R (L MR T A o
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The Group’s premises were last revalued at 31 December 2009.
Valuations were made on the basis of open market value by
independent, professionally qualified valuer Savills (Valuation and
Professional Services) Limited for premises in Hong Kong and
Mainland China, and by Savills (Macau) Limited for premises in Macau.
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22. Investment properties

At beginning of the period/year
Additions
Disposals
Fair value gains on revaluation

At end of the period/year

(BRI M 2 WEY %) AT 5 E A properties in Macau.
SLHET R o
% P 23. Deposits from customers

A R A AR AE R
fik 7 77 3%
ST~ R R A

AT W A7 Kl

RE AR RS
At AR

e RURIES 1 ay
KFEIER
TR A IR

A AR T 7E M0 55 BB AT A7 A B W R A 40
JE 1} Ry 4 A W Ll B BT B 2 IR (E K
19,000,000% ¢ (—ZFENFE+ -H =1+ —

H : 1%18,000,000% jC) °

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

24. Certificates of deposit issued

Designated at fair value through
profit or loss

At fair value under fair value hedge
(for hedging interest rate risk)

At amortised cost

27

L
e S 208 Hz
AAZTHIE “ERNF
AR TZA=Z+T—HIE
Six months R
ended Year ended
30 Jun 2010 31 Dec 2009
657,235 546,172
215,859 118,006
(128,225) (81,959
- 75,016
744,869 657,235

The Group’s investment properties were last revalued at 31 December
2009. Valuations were made on the basis of open market value by
independent, professionally qualified valuer Savills (Valuation and
Professional Services) Limited for investment properties in Hong Kong
and Mainland China, and by Savills (Macau) Limited for investment

SE-BE CFRAE
AHZ+H FZHA=+—H
As at As at

30 Jun 2010 31 Dec 2009
11,456,656 12,582,064
13,432,395 14,043,086
65,002,342 62,947,054
89,891,393 89,572,204
SE-BE CFRAE
AHZ+H FZHA=+—H
As at As at

30 Jun 2010 31 Dec 2009
502,633 520,790
1,486,313 686,513
698,318 852,707
2,687,264 2,060,010

The amount that the Group would be contractually required to pay at
maturity to the holders of these certificates of deposit is
HK$19,000,000 lower (31 December 2009: HK$18,000,000 lower)
than the above carrying amount.



(FH) % 18608

Subordinated notes

ZR-RE ZETNEF
AZEFH FZHA=+—H
As at As at
30 Jun 2010 31 Dec 2009
150,000,000 Tt % — T 4F US$150,000,000 Subordinated Floating Rate Notes
ERET:RED é%ﬁﬁuyﬁn due 2015 (Note (a)) - 1,163,235
150,000,000 J& it =% — L 4F US$150,000,000 Subordinated Fixed Rate Notes
M BREERE G (2)) due 2017 (Note (b)) 1,185,175 1,145,786
wmmmm%mmg —NIE US$150,000,000 Subordinated Floating Rate Notes
B B WA GE (7)) due 2016 (Note (c)) 1,167,660 1,163,235
225,000,000 L1t — % Z R4 US$225,000,000 Subordinated Fixed Rate Notes
B E BB GE(T)) due 2020 (Note (d)) 1,870,940 -
200,000,000 76 2 & 7k A 4% 15 US$200,000,000 Perpetual Subordinated Fixed Rate Notes
&5 GE L)) (Note () 506,431 1,129,979
4,730,206 4,602,235
6 E DA FE R H LS Designated at fair value through
FFAHE profit or loss 1,185,175 1,145,786
& RUMIES At fair value under fair value hedge
NVESIHR (for hedging interest rate risk) 2,377,371 1,129,979
AR A S R At amortised cost 1,167,660 2,326,470
4,730,206 4,602,235
7 Note:
(H) W RHBITR_FZRFENH =+ (@)  This represented US$150,000,000 Subordinated Floating Rate

JuH #8472 150,000,00035 JC1E & 7 &
32 oy T L T SIS B BRI AR 1
SR EEY ((HE]) o % EH
TE-TERANAEE o BENE
BHAEE—FERANH o Kk
FTER-FE—FENA =+ IEAM
H A2 S AE R I TE R o

W RFBATR FFRFNA TN
H #8172 150,000,000 TT4F £.5.451%
16 I AR B 28 5 BT T B A B
EARMNE BREEY (&K - %
BEER - F—tEAA+ /A
oo MR A S T 4ENA
TAH c BT HEHEBEER
H ERB T AR

=R o HAR > M AR
ﬁEE@7Eé%ﬂE@ET%$%
HAEMEEEEERSEN G =1
BT o HEEFBEMENR ((Fi
SER]) FICHOME - K ERAT AT R
PRVERE I B ok B RS B A RLE A R
H DA S 1 {3 (0 ) B A R 3B 4r)
B o K aRATIRE B — R MR 4R AT 7T 3L
R A5 20 06 (S 9 1 RS At
i UASETCERAT IR 2697 B A LB 1R Bl
*IJ o ’H- BN °
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Notes qualifying as Supplementary capital of DSB issued on
29 April 2005 (the “Notes”), which were listed on the
Luxembourg Stock Exchange. The Notes had a maturity date
of 6 May 2015 with an optional redemption date falling on 6
May 2010. DSB had fully repaid the Notes in the six months
ended 30 June 2010.

This represents US$150,000,000 5.451% Subordinated Fixed
Rate Notes qualifying as Supplementary 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 Hong Kong Monetary
Authority (“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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EREE St RICE /Y IR ik
T D =AM A BT - HAE o i
TEH R e AR LR H R > R
FUBEERT A =8 H W TiRATIR %
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FEENESA=ZTHIEAEA - DI
R0 [n] 1 42 26 K 4 LB £570,000,000
FEILZ ML) - WA BT
DN ESEE TR HEMER
Bkl - s AEZIRE KB RE
CEBOFHAGZANGRZ [HE K
o] % H A 4 T2 2 % (8) ik
T o

WoZE-FENA=ZTH  WEEE
MRz ikHEBELEEALALER
55,000,000 70 (ZEZJLEFT H =
+—H :130,000,000%7C) °

25.

Subordinated notes (Continued)

Note: (Continued)

()
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This represents US$150,000,000 Subordinated Floating Rate
Notes qualifying as Supplementary 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$225,000,000 Subordinated Fixed Rate
Notes qualifying as Supplementary capital of DSB issued on
11 February 2010 (the “Notes”), which are listed on the
Singapore Stock Exchange Securities Trading Limited. The
Notes will mature on 11 February 2020. Interest at 6.625%
p.a. is payable semi annually. 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.

This represents US$200,000,000 Perpetual Subordinated
Fixed Rate Notes qualifying as upper Supplementary 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.

In the six months ended 30 June 2010, DSB repurchased a
portion of the Notes with a total notional principal of
US$75,000,000 at a discount after unwinding an identical
notional amount of interest rate swap (six months ended 30
June 2009: a portion of the Notes with a total notional principal
of US$70,000,000 was repurchased at a discount). Such
repurchased Notes were cancelled after receiving prior
approval of the HKMA. The difference between the carrying
amount of the liability and the consideration paid is included
under “Net (loss)/gain on disposal and repurchase of other
financial instruments” in the consolidated income statement.

As at 30 June 2010, the remaining outstanding notional
principal of the Notes is US$55,000,000 (31 December 2009:
US$130,000,000).
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25.

Subordinated notes (Continued)

The amount that the Group would be contractually required to pay at
maturity to the holders of these subordinated notes is
HK$215,000,000 lower (31 December 2009: HK$104,000,000 lower)
than the above carrying amount.

oAbk B K iR 26. Other accounts and accruals
It S 23 ZEFNAF
AHZ+FH FZA=+—H
As at As at
30 Jun 2010 31 Dec 2009
B L 5 1 o 5 R 2 MBS IR Amounts payable arising from purchase of securities pending
for settlement 25,236 -
oA AT R AR SO Other accounts payable and accruals 1,990,361 1,861,540
2,015,597 1,861,540
s 27. Reserves
It S 21 ZEENF
A=+ FZA=1—H
As at As at
30 Jun 2010 31 Dec 2009
ik Reserves
17 i B Share premium 3,351,776 3,351,776
LA Consolidation reserve (220,986) (220,986)
ITE R E Premises revaluation reserve 928,642 953,217
BEEM R Investment revaluation reserve (951,270) (1,159,862)
M S it Exchange reserve 74,243 65,140
— General reserve 700,254 700,254
TRE 2 A Retained earnings 6,507,381 5,972,342
10,390,040 9,661,881
BGRB8 1 22 R R 5 Proposed dividend included in retained earnings 77,823 -

AR [ 2 A v R R AT A A KO ERAT K
WA SR AT R A A S SR AT R L A AR
FRAMNZHE  HERHEEMME - RZF
—BENHEH - KT L AT
B4 Al B H & A — MR R OR824
393,481,000 ¢ (ZFFNFETZA =+
—H : 305,774,000% J&) % 20,321,000% JC
(ZEFRFEFH=1—H : 18,343,000
T X EHIERTEERE] BEME 2
By E MG R > WAREREE
JHHEAT R o

The Group’s Hong Kong banking subsidiaries, DSB and MEVAS, are
required to maintain regulatory reserve to satisfy the provisions of
the Hong Kong Banking Ordinance for prudential supervision
purposes. At 30 June 2010, each of DSB and MEVAS had earmarked
a regulatory reserve of HK$393,481,000 (31 December 2009:
HK$305,774,000) and HK$20,321,000 (31 December 2009:
HK$18,343,000) in the consolidated general reserve and retained
profits respectively. Movements in the regulatory reserve are made
directly through equity reserve and in consultation with the HKMA.

30



(HN) s f B k¥

(H#)

(z)

BRI

R BRTEIRE MR G B A
ZIEEN A NG Y Pl v
T

28. Contingent liabilities and commitments
(@) Capital commitments
Capital expenditure in respect of project and acquisition of

fixed assets at the end of the reporting period but not yet
incurred is as follows:

SR-BE CERAE
AZFHH FZA=T—H
As at As at

30 Jun 2010 31 Dec 2009

EREE RS 2B Expenditure authorised but not contracted for 1,721 97
B AR 2 P X Expenditure contracted but not provided for 107,726 92,823

109,447 92,920
15 AR IE (b)  Credit commitments

AEBEEAMRIVKERETER
Z R TRA MR B RIS BR b m
HREWT

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

FREH
Contract amounts
—R—%k “ERNF
ARZEFH TZHA=+—H
As at As at
30 Jun 2010 31 Dec 2009

HIEEERER Direct credit substitutes 529,961 628,899
L Vil Pa /3 RE Transaction-related contingencies 16,499 14,104
S 5B 2 SREH Trade-related contingencies 518,378 536,962
AEEHTGET A% Commitments that are unconditionally
A R cancellable without prior notice 31,679,722 32,030,819
HAh R - HEABRE © Other commitments with an original maturity of:
—Hih—4F - Under 1 year 5,894,619 3,859,558
——F R -1 year and over 1,528,511 933,340
I Forward forward deposits placed 24,526 61,508
40,192,216 38,065,190
155 5% W g T E
Credit risk weighted amounts
R ZEZNF
AZFH TZA=+—H
As at As at
30 Jun 2010 31 Dec 2009
oK B SRS Contingent liabilities and commitments 1,935,527 1,459,809
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28. Contingent liabilities and commitments (Continued)
(c)  Assets pledged

Assets pledged as collateral with the HKMA and with unrelated
financial institutions under repurchase agreements are as

=3 follows:

e S 23 ZEENE
A=ZHE TZA=+—H
As at As at
30 Jun 2010 31 Dec 2009
FERE NGz &R Trading securities 1,994,645 4,689,792
T {ft R Available-for-sale securities 764,003 781,976
FE3 5 Held-to-maturity securities 110,787 148,065

A B R MR F R Investments in securities included in the loans and
Bz EHRE receivables category 17,504 93,603
2,886,939 5,713,436

(T) HEHERE

A B AR > AT HIHY %
RN R AR A AT 2 AR

(d)  Operating lease commitments

Where a Group company is the lessee, the future minimum
lease payments under non-cancellable building operating

3BT leases are as follows:
e S 28 ZEZNF
AAZFH FZA=Z+—H
As at As at
30 Jun 2010 31 Dec 2009
— LA Not later than 1 year 89,430 88,794
— DM B LA Later than 1 year and not later than 5 years 109,511 113,410
FAFL Later than 5 years 67,327 33,392
266,268 235,596

32



() 246

TRANAE BRI REA S22
1 H SR AT ] B ) 2 R I
DR EERAM -

29.

Maturity profile

The table below analyses the Group’s assets and liabilities into relevant
maturity groupings based on the remaining period at the end of the
reporting period to the contractual maturity date or, where applicable,
the earliest callable date.

= JilAR
HEMA ZRADL
= LE BT -5 —ERE
R BT 3months Over RS
Repayable on Upto orlessbut ~ 3months Overiyear  HAML EdWAN it
ZF-BERN=1H Asat 30 June 2010 demand Tmonth overimonth  to1year to5years Over5years  Indefinite Total
{3 Assets
B4 RERITMES  Cash and balances with banks 3,521,302 4,383,096 - - - - - 7,904,398
TERET—Z+ AW Placements with banks maturing
EL ity between one and twelve months - - 2204539 712572 - - - 2037111
HERERRMES  Trading securiies - 349,236 2,366,820 2,800,394 409,810 21 5160 5,931,631
KENATHEFE  Financial assets designated at
BAHEBAARE  fair value through profit or loss
MEmEE - - - - - 8,795 - 8,795
fiksMTR Derivative financial instruments - 112,232 66,609 183,928 117,661 182,770 - 663,200
RESARIMEH  Advances and other accounts 5650453 6,021,801 4,657,898 7,619,534 23,585,282 25,912,873 884,875 74,332,716
ik &% Available-for-sale securities - 3,287,223 2,102,914 2743441 2,023,581 2,927,666 205,940 13,290,765
RS Held-to-maturity securities - 757,679 407,674 831,674 4,217,399 2,291,886 - 8506312
BaLTRE Investment in an associate - - - - - - 1405659 1,405,659
EREHEBRE  Investments in jointly controlled
entities - - - - - - 61,441 61,441
2 Goodwil - - - - - - 811,690 811,690
W EE Intangiole assets - - - - - - 104187 104,187
fTERLMETEE  Premises and other fixed assets - - - - - - 1816328 1,816,328
HVIES Investment properties - - - - - - T44869 744,869
IBREE Current income tax assets - - - 21,460 2,399 - - 23,859
EEREEE Deferred income tax assets - - - - 19,444 - - 19,444
Bt Total assets 9171755 14,911,267 11826454 14,913,003 30,375,576 31,324,201 6,040,149 118,562,405
il Liabilities
RiTER Deposits from banks 38,953 36,691 709,679 589,181 233,532 - - 1,603,036
fiksMTa Derivative financial instruments - 159,395 44,569 82,426 287,106 1,043,411 - 1,566,907
RIERERGMARE  Trading liabilties - 1386210 1,319,254 1,726,550 82,904 - - 4514018
ERHH Deposits from customers 24,985,321 31,490,656 18,450,125 13,540,436 1,252,664 172,191 - 89,801,393
EBfTNEE Certificates of deposit issued - 81,265 19,776 1,906,958 627,935 51,330 - 2,687,264
Mt Subordinated notes - - - 1167660 1,185,175 2,377,371 - 4730206
EfofRE LR QOther accounts and accruals 23,810 715,442 355,444 213,731 314,571 - 392,599 2,015,597
MBI AR Current income tax liabilties - - - 26,044 - - - 26,044
RIEREA R Deferred income tax liabilties - - - 312 7,442 - - 7,754
ARt Total liabilities 25,043,084 33,869,659 20,898,847 19,253,298 3,941,329 3,644,303 392,599 107,043,119
B w0 Net liquidity gap (15,871,329) (18,958,392)  (9,072,393)  (4,340,205) 26,434,247 27,679,898 5,647,550 11,519,286
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29. Maturity profile (Continued)

—~HANE
H=@A  =@ALL
IS T E-f 0 —FUE
kit BT 3months Over FhF
Repayable on Upto  orlessbut  3months  Overiyear  REDL  EEHIHY &7
“EFNE As at 31 December 2009 demand 1 month over 1 month tolyear  to5years Overyears Indefinite Total
TZRZ1-4
{3 Assets
RARERITNESR  Cashand balances with banks 2,481,942 7,971,424 - - - - - 10,453,366
TERIT—F T AR Placements with banks maturing
R between one and twelve months - - 2066889 1613853 - - - 4,082,749
FERERENES  Tading securties - 199,995 2,257,864 2,760,412 376,847 198 - 5595316
BEEUATHFE  Financial assets designated at
BERBIABE  fair value through profit or loss
MEREE - - - - - 11,232 - 11,232
fEERTA Derivative financial instruments - 197,480 29,976 52,203 195,187 113,932 - 588,778
FREFREMER  Advances and other accounts 553255 4749815 3801004 6963218 20,490,001 24967452 389,816 66,983,952
Al & Available-for-sale securities - 688512 3279193 2,650,168 2,370,620 2,881,917 215,768 12,086,178
REHNES Held-to-maturity securities - 499,982 362311 1025006 4106328 2414721 - 8,598,408
L YNGIEd Investment in an associate - - - - - - 1299257 1209257
ERBHERLE  Investments n jointly controlled
entities - - - - - - 60,791 60,791
Ll Goodwil - - - - - - 811,690 811,690
&R Intangble assets - - - - - - 110,432 110,432
TEREMEZEE  Premises and other fixed assets - - - - - - 1950180 1,950,180
hEnE Investment properties - - - - - - 657285 657,235
BB EEE Current income tax assets - - - 61,916 - - - 61916
BEHELE Deferred income tax assets - - - - 77,068 - - 77,268
BEA Total assets 8,014,498 14,307,208 12479394 15,326,776 27,616,251 30,389,452 5,495,169 113,628,748
il Liabilties
/s Deposits from banks 100127 349,816 9561 733985 282,647 - - 14313%
fEERTA Derivative financial instruments - 76,681 30,395 33,481 162,868 910,309 - 1218734
FEREMEMAR  Trading liabilties - 578,988 1,353,097 104,930 31,285 - - 2,068,300
KRfi Deposits fiom customers 26720593 28,160,178 22,154,535 11440250 1,094,648 - - 89572204
BRI Certificates of deposit issued - 184619 442213 366734 1,086444 - - 2,080,010
T Subordnated notes - - - 1183285 230002  1,120978 - 460223
JMbIRE RFis Other accounts and accruals 19,995 311,952 281,203 473,698 337,935 - 436,787 1,861,540
MR A Current income tax liabilties - - - 17,485 - - - 17485
REHEAR Deferred income tax liabilties - - - 31 6,658 - - 6,969
il At Total liabilities 26,851,715 29,662,234  24271,024 14334109 5241507 2,040,287 436,737 102,837,613
Bt 22 Net liquidity gap (18,837,217) (15,355,026) (11,791,630) 992,667 22,374,744 28,349,165 5058432 10,791,135
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operating activities
For the six months ended 30 June

on certain investments and fixed assets to net cash flows from

R4 “EENE
2010 2009
Operating profit/(loss) before gains or losses on certain
investments and fixed assets 506,311 (17,675)
Net interest income (996,133) (1,062,114)
Dividend income (3,882) (4,021)
Loan impairment losses and other credit provisions 34,800 272,490
Unwind of discount on loan impairment allowance - (7,225)
Advances written off net of recoveries (146,400) (259,482)
Depreciation 53,585 48,619
Amortisation expenses of intangible assets 6,245 8,004
Interest received 1,324,598 1,789,909
Interest paid (253,643) (465,800)
Dividend received 3,882 4,021
Operating profit before changes in operating
assets and liabilities 529,363 306,726
Changes in operating assets and liabilities
Change in money at call and short notice with an original
maturity beyond three months 866,352 -
Change in placements with banks with an original
maturity beyond three months (256,827) -
Change in trading securities (498,451) 168,923
Change in derivative financial instruments 278,751 (485,566)
Change in financial assets designated at fair value through
profit or loss 2,437 560,415
Change in advances to customers (8,045,790) 3,898,004
Change in advances to banks - 5,599
Change in other accounts (436,553) (5,613,327)
Change in investments in securities included in the loans and
receivables category 1,196,148 -
Change in loan receivable from a jointly controlled entity 2,143 2,143
Change in available-for-sale securities (1,068,480) (839,628)
Change in held-to-maturity securities 92,096 (178,803)
Change in deposits from banks 167,900 (900,562)
Change in trading liabilities 2,446,618 444 287
Change in deposits from customers 319,189 4,044,503
Change in deposits from customers designated at fair value
through profit or loss - (457,962)
Change in other accounts and accruals 304,070 6,850,582
Exchange adjustments 24,521 495,328
Cash (absorbed by)/generated from operating activities (4,076,513) 8,300,662
Interest paid on subordinated notes and
debt securities issued (81,919) (181,036
Interest paid on certificates of deposit issued (20,413) (77,895)
Hong Kong profits tax refunded 5,850 -
Overseas tax paid (1,217) (2,137)
Net cash (used in)/from operating activities (4,174,212) 8,039,594
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31.

Asia Pacific excluding Hong Kong

Asia Pacific excluding Hong Kong

32.

Cross-border claims
Equivalent in HK$ millions

“Z-REANAZTH
As at 30 Jun 2010
AT R
SRR
Banks AEEE
and other Public
financial sector b b
institutions entities Others Total
11,187 97 8,170 19,454
372 - 2,652 3,024
7,984 48 2,864 10,896
19,543 145 13,686 33,374
“EFNFEFAZT—H
As at 31 Dec 2009
$RAT A
SR
Banks NE
and other Public
financial sector A B3
institutions entities Others Total
9,965 98 8,120 18,183
552 - 3,116 3,668
13,870 - 2,910 16,780
24,387 98 14,146 38,631

The information of cross-border claims discloses exposures to foreign
counterparties on which the ultimate risk lies, and is derived according
to the location of the counterparties after taking into account any
transfer of risk. In general, transfer of risk from one country to another
is recognised if the claims against a counterparty are guaranteed by
another party in a different country or if the claims are on an overseas
branch of a bank whose head office is located in a different country.
Only regions constituting 10% or more of the aggregate cross-border
claims are disclosed.

Operating segment reporting

Segment reporting by the Group was prepared in accordance with
HKFRS 8 “Operating Segments”. Information reported to the chief
operating decision maker, which includes the Chief Executive and
other Executive Committee members, for the purposes of resource
allocation and assessment of performance, is determined on the basis
of personal banking, commercial banking, treasury and overseas
banking business. Operating performances are analysed by business
activities for local banking business, and on business entity basis for
overseas banking business.
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32.

Operating segment reporting (Continued)

Considering the customer groups, products and services of local
businesses, the economic environment, and regulations, we group
the operating segments of the Group into the following reportable
segments:

o 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.

o 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.

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

o Overseas banking businesses includes personal banking,
commercial banking business activities provided by overseas
subsidiaries in Macau and China, and the Group’s interest in a
commercial bank in China.

o Others include results of operations not directly identified under
other reportable segments, corporate investments and debt
funding (including subordinated notes).

For the purpose of segment reporting, revenue derived from
customers, products and services directly identifiable with individual
segments are reported directly under respective segments, while
revenue and funding cost arising from inter-segment funding operation
and funding resources are allocated to segments by way of transfer
pricing mechanism with reference to market interest rates.
Transactions within segments are priced based on similar terms
offered to or transacted with external parties. Inter-segment income
or expenses are eliminated on consolidation.

All direct costs incurred by different segments are grouped under
respective segments. Indirect costs and support functions’ costs are
allocated to various segments and products based on effort and time
spent as well as segments’ operating income depending on the nature
of costs incurred. Costs related to corporate activities that cannot
be reasonably allocated to segments, products and support functions
are grouped under Others as unallocated corporate expenses.
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Net interest income/(expenses)
- external customers

- inter-segments

Non-interest income/(expenses)

Total operating income/(expenses)
Operating expenses

Operating profit/(loss) before impairment
losses

Loan impairment (losses)/reversal and
other credit provisions

QOperating profit/(loss) before gains o
losses on certain investments and
fixed assets

Net (loss)/gain on disposal of premises,

EEEZE (ER) /I investment properties and other fixed assets

HERMESHTAZ
(B8 /g
B AT RS
EEREHERZ R
Gt vl 3
BA Gt /i

RBEER/ B8R

HE-Z-%F
NAZTHLEARA
TE R ER

S LR
R
PRAR

Net (loss)/gain on disposal and repurchase of
financial instruments

Share of results of an associate

Share of results of jointly controlled entities

Profit/(loss) before income tax
Income tax (expense)/credit

Profit/(loss) after income tax

For the six months ended
30 June 2010
Depreciation and amortisation

As at 30 June 2010
Segment assets
Segment liabilties

Operating segment reporting (Continued)
For the six months ended 30 June 2010

38

WARH Wka g
Personal  Commercial WEEH  Overseas L] At
Banking Banking Treasury Banking Others Total
451,600 373,917 93,620 133,682 (56,686) 996,133
278,230 382,298 245,283 144,695 (54,373 996,133
173,370 (8,381) (151,663) (11,013 (2,313 -
98,158 56,054 16,975 38,443 (20,321) 189,309
549,758 429,91 110,595 172,125 (77,007) 1,185,442
(368,136) (116,961) (34,975) (117,455) (6,804) (644,331)
181,622 313,010 75,620 54,670 (83,811) 541,111
(31,643 3,217 - (6,434) - (34,800)
149,979 316,287 75,620 48,236 (83,811) 506,311
(358) - - 29 4,945 4,616
(104) - (126,455) (6,301) 82,784 (50,076)
- - - 105,622 - 105,622
- - - - 2,793 2,793
149,517 316,287 (50,835) 147,586 6,711 569,266
(22,488) (52,187) 8,388 (7,439) 11,597 (62,129)
127,029 264,100 (42,447) 140,147 18,308 507,187
20,242 8,523 1,587 20,992 8,486 59,830
25,663,287 31,502,725 43,267,844 16,504,391 1,624,158 118,562,405
57,717,066 13,872,998 16,732,298 13,011,298 5,709,469 107,043,119
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Net interest income/(expenses)
- external customers

- inter-segments

Non-interest income/(expenses)

Total operating income/(loss)
Operating expenses

Operating (loss)/profit before impairment
losses

Loan impairment losses and other credit
provisions

Operating (loss}/profit before gains or
losses on certain investments and
fixed assets
Net gain on disposal of premises,
investment properties and other
fixed assets
Net (loss)/gain on disposal and repurchase of
financial instruments
Share of results of an associate
Share of results of jointly controlled entities

(Loss)/profit before income tax
Income tax credit/(expense)

(Loss)/profit after income tax

For the six months ended
30 June 2009
Depreciation and amortisation

As at 31 December 2009

Segment assets
Segment liabilities

Operating segment reporting (Continued)
For the six months ended 30 June 2009

(N LG NGRS

Personal  Commercial FHE R Overseas Hit &5
Banking Banking Treasury Banking Others Total
392,797 459,807 253,495 17,445 (161,430) 1,062,114
219,140 451,901 444,485 119,347 (172,739) 062,114
178,657 7,906 (190,970) (1,902) 11,309 -
106,556 40,506 42,959 21,996 (65,434) 156,583
499,353 500,313 296,454 139,441 (216,864) 1,218,697
(689,642) (114,416) (45,587) (108,366) (5,871) (963,882)
(190,289) 385,897 260,867 31,075 (222,735) 264,815
(64,147) (202,675) - (5,668) - (272,490)
(254,436) 183,222 250,867 25,407 (222,735) (17,675)
- - - 26 3210 3,296

(203) - 2 - 250,460 250,259

- - - 78,117 - 78,117
- - - - 1,728 1,728
(254,639) 183,222 250,869 108,550 32,723 315,725
42,153 (30,447) (41,473) (2,431) 23,300 (8,898)
(212,486) 162,775 209,39 101,119 56,023 306,827
18,324 8,247 2,588 20,473 6,991 56,623
23,774,539 27,743,861 46,356,147 14,782,608 971,593 113,628,748
53914872 14216278 18416822  11452,134 4837507 102,837,613
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For the six months ended
30 June 2010

Operating income

Profit before income tax

As at 30 June 2010

Total assets

Total liabilities

Intangible assets and goodwill

Contingent liabilities and
commitments

For the six months ended
30 June 2009

Operating income

Profit before income tax

As at 31 December 2009

Total assets

Total liabilities

Intangible assets and goodwill

Contingent liabilities and
commitments

Operating segment reporting (Continued)

Revenues from external customers were contributed from banking
subsidiaries in Hong Kong, Macau and People’s Republic of China,
with major products and services including deposit taking, extension
of credit, asset-based finance, securities investment services offered

to customers.

The following tables provide information by geographical area, which
was determined with reference to the domicile of the legal entities
within the group with business dealing and relationship with, and
services to external customers.

o 3 73 9

Fl R it
Hong Kong WM Inter-segment At
and Others Macau elimination Total
1,068,086 117,527 (171) 1,185,442
535,875 33,391 - 569,266
109,247,893 11,523,720 (2,209,208) 118,562,405
99,530,094 9,722,233 (2,209,208) 107,043,119
318,667 597,210 - 915,877
41,698,616 1,756,254 - 43,454,870

& 3543 JEL

B LA il
Hong Kong M Inter-segment st
and Others Macau elimination Total
1,105,902 112,966 (171) 1,218,697
282,702 33,023 - 315,725
104,659,088 11,548,778 (2,679,118) 113,628,748
95,627,966 9,788,765 (2,679,118) 102,837,613
318,667 603,455 - 922,122
42,727,433 1,379,709 - 44,107,142
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33.

Currency concentrations

The following sets out the Group’s net foreign exchange position in
USD and other individual currency that constitutes more than 10%
of the total net position in all foreign currencies as at 30 June 2010
and the corresponding comparative balances.

TSR E BT Equivalent in HK$ millions

e AR il
ZEZ-ZHEANA=TH At 30 Jun 2010 UsD CNY MOP
HEERE Spot assets 27,494 6,415 3,499
BEAR Spot liabilities (21,502) (6,421) (4,829)
EMEA Forward purchases 39,874 7 1
I Forward sales (45,192) - -
£/ 8) 55 Net long/(short) position 674 1 (1,329)
AR R Net structural position - 115 -

%7 NI e
SEENETZRA=T—H At 31 Dec 2009 usD CNY MOP
HEERE Spot assets 27,339 4,080 3,026
HREAR Spot liabilities (25,918) (4,056) (4,921)
HHEA Forward purchases 39,005 34 -
EMH L Forward sales (38,163) (28) -
£/ (H) B5E Net long/(short) position 2,263 10 (1,895)
AR THE Net structural position - 113 -
B 3 38 ) 34. Related-party transactions

ATF AR BRI AR A B
AL (BEAEM L ERRF - RS
AR R NG S o ek T E S
ERSEEAERE RN AR ETLHE
PR S -

UL AF 37 A8 B M52 5 2 Wk B AR R 2 L
FATEHFHAEIRE -TTNELT
TAZ T HIREEZ RN LS R
S =R T JUARAE B R T A B Y
LAY S T INYC

WE_F-FFEAA=ZTHILAMEA B
CESE LS Ru) s St AN
B R Mem b WARYEAE B R
DAY A A R R RN £ 2
LT -

During the first half of 2010, the Group entered into various continuing
connected transactions with related parties including the holding
company, fellow subsidiaries, companies directly or indirectly
controlled or significantly influenced by the shareholders or directors
of the holding 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 2009 and related
disclosure set out in the Group’s 2009 annual financial statements.

For the six months ended 30 June 2010 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.
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34.

35.

Related-party transactions (Continued)

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

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 2010, there were no significant changes in the
balances of these credit facilities and deposits compared to the
positions at 31 December 2009.

Key management personnel of the Company are executive directors
and there were no significant changes to their remuneration terms
since 31 December 2009 and in the six months ended 30 June 2010.

Risk management

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

Risk management is focused on credit risk, market risk, interest rate
risk, liquidity risk, operational risk, reputation risk and strategic 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.

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 statement of financial position.

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

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.

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.
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35.

Risk management (Continued)

(@)

(b)

43

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 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
Division 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 Division monitors and reports
the Group risk positions to the Board via the Risk Management
Committee and the Executive Committee, sets standards for
the management of financial risks and data integrity and
ensures that the financial risks are fully considered in the
product planning and pricing process. Group Risk Division
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 Division takes into
account the guidelines established by the HKMA, business
direction, and risk adjusted performance of each business.
Group Risk Division is also represented on the lending or risk
committees of the Group’s operating divisions and businesses.

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

The Group is continuing to evolve its risk management
capabilities under the aegis of the Head of Group Risk Division,
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 Division and reports directly to the Head of Group
Risk Division.

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 Division 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 apply its interest margins through its
lending to commercial and retail borrowers and to charge
customers appropriate fees and commission, 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, performance and other
bonds.

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.
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Strategy in using financial instruments (Continued)

The Group also uses interest rate swap and other interest rate
derivatives to mitigate interest rate risk arising from changes
in interest rates that will result in decrease in the fair value of
fixed rate assets or increase in the fair value of fixed rate term
liabilities. Part 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.

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 Division. 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 loan grading, or credit
scoring, processes and impairment policies.
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Credit risk (Continued)
Credit risk exposures

Standard & Poor’s Ratings Services (“Standard & Poor’s”),
Moody’s Investors Services (“Moody’s”) and Fitch Ratings are
the external credit assessment institutions (“ECAIs”) that the
Group uses for the assessment of its credit risk exposures to
banks, sovereigns, public sector entities, and collective
investment schemes as well as securitisation exposures and
exposures to corporates that do not qualify as regulatory retalil
exposures.

The process it uses to map ECAI issuer ratings to exposures
booked in its banking book follows the process prescribed in
Part 4 of the Banking (Capital) Rules.

Counterparty credit risk exposures

The Group exercises strict control limits in tenor and
outstanding amounts on net open positions arising from over-
the-counter (“OTC”) derivative transactions, repo-style
transactions and credit derivative contracts booked in its
banking book or trading book. The credit risk exposures
associated with these contracts are predominantly their fair
values (i.e. the positive marked-to-market values favourable
to the Group). These credit risk exposures together with
potential exposures from market movements are managed as
part of the overall lending limits allowed to counterparties.
Collateral or other security is generally not obtained for such
credit risk exposures.

Settlement risk arises in situations where a payment in cash
or a delivery of securities or equities is made in expectation of
a corresponding receipt in cash, securities or equities. To
mitigate settlement risk, daily settlement limits are established
for each counterparty on the aggregate of all settlements on
any day. The Group will also enter into netting arrangements
and make settlement on the basis of delivery against payment
as appropriate.

Credit risk mitigation

The credit risk mitigation techniques used by the Group are
generally those recognised by the Banking (Capital) Rules for
reduced capital weighting. Common types of collateral
obtained are cash deposits, real estate properties, as well as
taxi and public light bus medallion. For certain types of
advances to customers, the Group also places reliance on
guarantees issued by governments, public sector entities and
corporates with acceptable credit rating.

The value of all real estate properties taken as collateral is
appraised prior to the inception of the loans. For property
collateral supporting problem accounts, their open market
values are appraised at least every six months. For property
collateral that has been repossessed, the Group’s policy is to
arrange for realisation as soon as practicable.
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Market risk

Market risk is the risk of losses in assets, liabilities and off-
balance sheet positions arising from movements in market
rates and prices.

Market risk exposure for different types of transactions is
managed within risk limits and guidelines approved by the
Board, Executive Committee (“EXCQO”), Asset and Liability
Management Committee (“ALCQ”), and Treasury Investment
and Risk Committee (“TIRC”). Risk limits are set by products
and by different types of risk. The risk 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 actions to ensure that
the market risks of the overall trading portfolio and the individual
trading instruments are managed within an acceptable level.
Any exceptions have to be reviewed and sanctioned by the
appropriate level of management or committees such as TIRC
and EXCO.

The launch of every new product is governed by the New
Product Approval process stipulated under the Group Risk
Policy in which the relevant business units, supporting
functions and Group Risk Division review the critical
requirements, risk assessment and resources plan. 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”) and Dah Sing Bank
(China) Limited (“DSB China”), which are subsidiaries of DSB,
run their treasury functions locally under their own set of limits
and policies and within the overall market risk limits set by
DSB. RMCD of DSB oversees and controls the market risk
arising from the treasury operation of BCM and DSB China.

The Group applies different risk management policies and
procedures in respect of the market risk arising from its trading
and banking books.

Market risk arising from the trading book

In the Group’s trading book, market risk is associated with
trading positions in foreign exchange, debt securities, equity
securities and derivatives.

(1) Market risk measurement technique

As part of the management of market risk, the Group
undertakes various hedging strategies. The Group
enters into interest rate swaps to match the interest
rate risk associated with the fixed-rate long-term debt
securities. The major measurement techniques used to
measure and control market risk are outlined below.
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Market risk (Continued)

Market risk arising from the trading book (Continued)

(1)

Market risk measurement technique (Continued)
. Value at risk

The Group applies a “value at risk” methodology (“VaR”)
to its trading portfolio to estimate the market risk
positions held and the maximum losses expected,
based on a number of assumptions for various changes
in market conditions. The Board sets limits on the value
at risk that are acceptable for the Group which are
monitored on a daily basis by Group Risk Division.

VaR is a statistically based estimate of the potential loss
on the current portfolio from adverse market
movements. It expresses the “maximum” amount the
Group might lose, but only to a certain level of
confidence which for the Group is 99% for a one day
holding period. There is therefore a specified statistical
probability that actual loss could be greater than the
VaR estimate. The VaR model assumes a certain
“holding period” until positions can be closed. It is also
based on the current mark-to-market value of the
positions, the historical correlation and volatilities of the
market risk factors over a period of 250 trading days
(or one year). The Group applies these historical
correlation and volatilities in rates, prices, indices, etc.
directly to its current positions using a method known
as parametric VaR methodology. Actual outcomes are
monitored regularly to test the validity of the
assumptions and parameters/factors used in the VaR
calculations.

The use of this approach does not prevent losses
outside of these limits in the event of more significant
market movements.

As VaR constitutes an integral part of the Group’s market
risk control regime, VaR limits are established and
reviewed by the Board annually for all trading portfolio
operations and allocated to business units. Actual
exposures against limits, together with DSB’s VaR, is
reviewed daily by Group Risk Division. Average daily
VaR for the Group for all trading activities during the six
months ended 30 June 2010 was HK$3,035,000 (six
months ended 30 June 2009 was HK$3,783,000).

The quality of the VaR model is continuously monitored
by back-testing the VaR results for trading books. All
back-testing exceptions are investigated, and all back-
testing results are reported to senior management.
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(f(i)  Market risk arising from the trading book (Continued)
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BEZZ-ZEAAZTHIERZ
AAH
6 months to 30 Jun 2010

Market risk measurement technique (Continued)
. Stress tests

Stress tests provide an indication of the potential size
of losses that could arise in extreme conditions. The
stress tests carried out by Group Risk Division include:
risk factor stress testing, where stress movements are
applied to each risk category; and ad hoc stress testing,
which includes applying possible stress events to
specific positions or regions.

The results of the stress tests are reviewed by senior
management in each business unit and by the Board of
Directors. The stress testing is tailored to the business
and typically uses scenario analysis.

VaR summary of trading portfolio

BEZZZENF+A=Z+—HIEZ
+ZMA
12 months to 31 Dec 2009
B Bk T 58] Ak

High Low Average High Low
2,516 427 2,040 6,375 620
5,558 1,528 3,687 7,325 1,715

84 - - - -
5,761 1,742 5,727 9,800 2,897

VaR in respect of credit risk in the trading portfolio for
the six months ended 30 June 2010 was nil (12 months
ended 31 December 2009: Nil).
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Market risk (Continued)

Market risk arising from the banking book

In the Group’s banking book, market risk is predominantly
associated with positions in debt and equity securities.

)

Market risk measurement technique

Within the risk management framework and policies
established by the Board, EXCO and TIRC, various
management action triggers (“MATs”) are established
to provide early alert to management on the different
levels of exposures of the Group’s banking book
activities to foreign exchange risk, interest rate risk, and
liquidity risk. Sensitivity analysis and stress testing
covering shocks and shifts in interest rates on the
Group’s on- and off- balance sheet positions, liquidity
drift under institution-specific and general market crisis
scenarios are regularly performed to gauge and forecast
the market risk inherent in the Group’s banking book
portfolios against these MATSs.

VaR methodology is not currently being used to measure
and control the market risk of the banking book.

Foreign exchange risk

The Group has limited net foreign exchange exposure
(except for USD, MOP and RMB) as foreign exchange
positions and foreign currency balances arising from
customer transactions are normally matched against
other customer transactions or transactions with the
market. Foreign exchange exposure in respect of MOP
and RMB arises mainly from the operations of overseas
subsidiaries in Macau and Mainland China. 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

Cash flow interest rate risk is the risk that the future
cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Fair value
interest rate risk is the risk that the value of a financial
instrument will fluctuate because of changes in market
interest rates. The Group takes on exposure to the
effects of fluctuations in the prevailing levels of market
interest rates on both its fair value and cash flow risks.
Interest margins and net interest income may increase
or decrease as a result of such changes or in the event
that unexpected movements arise. The Board sets limits
on the level of mismatch of interest rate repricing that
may be undertaken, which is monitored daily by RMCD.
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Liquidity risk

Liquidity risk is the risk that the Group is unable to meet its
payment obligations associated with its financial liabilities when
they fall due and to replace funds when they are withdrawn.
The consequence may be the failure to meet obligations to
repay depositors and fulfill commitments to lend.

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 within the Group
during the period was well above the statutory minimum ratio
of 256% provided in the Hong Kong Banking Ordinance.

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

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

The monitoring and reporting of liquidity risk take the forms of
cash flow measurements and projections for the next day, week
and month respectively, as these are key periods for liquidity
management. The starting point for those projections is an
analysis of the contractual maturity of the financial liabilities
and the expected collection date of the financial assets.

ALCO also monitors unmatched medium-term assets, the level
and type of undrawn lending commitments, the usage of
overdraft facilities and the impact of contingent liabilities such
as standby letters of credit and guarantees.

Operational risk

The Group manages its operational risk through a management
structure comprising members of senior management and
operational risk officers from each business and support
function, and operating through a set of operational risk
policies, risk tool-kits, operational risk incident reporting and
tracking system, and control self assessment and key risk
indicator tools. Together with a well established internal control
systems, operational risk in most situations can be adequately
identified, assessed, monitored and mitigated. To allow the
operational risk framework to be clearly communicated to all
levels within the Group, awareness and training programs are
conducted from time to time.
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Operational risk (Continued)

To minimise the impact on the Group’s business in the event
of system failure or disasters, back-up sites and operational
recovery policies and plans have been established and tested
for all critical business and operations functions.

Operational risk framework is also supported by periodic
independent reviews of internal control systems by external
and internal auditors. Reporting and assessment of the
performance of operational risk management are monitored
by the Group Risk Division and reported to the Group’s Risk
Management Committee.

Reputation risk

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.

Strategic risk

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 in line with the Group’s corporate mission, 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 I
has come into force for all locally incorporated authorized
institutions in Hong Kong from January 2007. To implement
Basel ll, the HKMA 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.
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Implementation of the Basel Il Capital Accord (Continued)

Starting January 2007, DSB and MEVAS 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.

Fair value of financial assets and liabilities

The fair value of financial instruments traded in active markets
is based on quoted market prices, dealer price quotations or
broker quotes from Bloomberg and Reuters. 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 is determined by using valuation techniques. In
these techniques, fair values are estimated from observable
data in respect of similar financial instruments, using models
to estimate the present value of expected future cash flows or
other valuation techniques using inputs (for example LIBOR
yield curve, FX rates, volatilities, comparable credit spreads,
and counterparty spreads) existing at the end of the reporting
period.

The Group uses widely recognised valuation models including
present value techniques and option pricing models for
determining the fair values of non-standardised financial
instruments of lower complexity such as options or interest
rate and currency swaps. For these financial instruments,
inputs into models are generally market-observable. The fair
value of interest rate swaps is calculated as the present value
of the estimated future cash flows. The fair value of foreign
exchange forward contracts is generally based on current
forward rates. Structured interest rate derivatives are measured
using appropriate option pricing models, for example, the
Black-Derman-Toy model.

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, if
applicable.
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The Group’s objectives when managing capital are:

. To comply with the capital requirements set by the
banking regulators in the markets where the entities
within the Group operate;

. To safeguard the Group’s ability to continue its business
as a going concern;

. To maximise returns to shareholders and optimize the
benefits to other stakeholders; and

. To maintain a strong capital base to support the
development of its business.

Capital adequacy of and the use of regulatory capital by the
Group’s Hong Kong banking subsidiaries, DSB and MEVAS,
and another overseas banking subsidiary, D.A.H. Hambros
Bank (Channel Islands) Limited, are monitored regularly by the
Group’s management, employing techniques based on the
guidelines developed by the Basel Committee, as implemented
by the HKMA, for supervisory purposes. The required
information is filed with the HKMA on a quarterly basis. The
HKMA requires DSB and MEVAS to maintain a ratio of total
regulatory capital to the risk-weighted amount (i.e. the capital
adequacy ratio) at or above the internationally agreed minimum
of 8%. These banking subsidiaries’ regulatory capital as
managed by the Group’s management is divided into two tiers:

. Core capital: share capital, profit and loss, and reserves
created by appropriations of retained earnings. The
book value of goodwill and other intangible assets is
deducted in arriving at core capital; and

. Supplementary capital: qualifying perpetual and term
subordinated debts, collectively assessed impairment
allowances, regulatory reserve, and fair value gains
arising on revaluation of holdings of land and buildings
and available-for-sale equities and debt securities.

Investment in subsidiaries, significant investments in non-
subsidiary companies and shares, exposures to connected
companies and investments in other banks’ equity are
deducted from core capital and supplementary capital to arrive
at the regulatory capital.

Risk-weighted amount is the aggregate of the risk-weighted
amounts for credit risk, market risk and operational risk, and
covers both on-balance sheet and off-balance sheet
exposures. On-balance sheet exposures are classified
according to the obligor or the nature of each exposure and
risk-weighted based on the credit assessment rating assigned
by an external credit assessment institution recognised by the
HKMA or other principles as set out in the Banking (Capital)
Rules, taking into account the capital effects of credit risk
mitigation. Off-balance sheet exposures are converted into
credit-equivalent amounts by applying relevant credit
conversion factors to each exposure, before being classified
and risk-weighted as if they were on-balance sheet exposures.
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Capital management (Continued)

Capital adequacy of and the use of regulatory capital by the
Group’s Macau banking subsidiary, BCM, and China banking
subsidiary, DSB China, are monitored regularly by the Group’s
management, employing techniques based on the guidelines
provided by the Autoridade Monetaria de Macau (“AMCM”)
and the China Banking Regulatory Commission (“CBRC”)
respectively for supervisory purposes. The required information
is filed by BCM with the AMCM and by DSB China with the
CBRC on a quarterly basis. The AMCM requires BCM and the
CBRC requires DSB China to maintain a ratio of own funds or
capital base to total risk weighted exposures (i.e. the solvency
ratio) at or above the agreed regulatory minimum of 8%.

Subsidiaries of the Group are also subject to statutory capital
requirements from other regulatory authorities, such as the
Securities and Futures Commission.

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 could be accused of mal-administration.

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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List of subsidiaries

The following is a list of the Company’s subsidiaries which, for financial
reporting purpose, have all been consolidated in these interim
condensed consolidated financial statements.

Subsidiaries held directly by the Company:
Dah Sing Bank, Limited
MEVAS Bank Limited
Channel Winner Limited
D.A.H. Holdings Limited (‘DAHH")
Dah Sing Finance Limited
South Development Limited
Yield Rich Group Limited
Modern World Holdings Limited
Modern Bright Hong Kong Limited
Well Idea Enterprises Limited
Talent Union Holding Limited
Skill Sino Limited

Subsidiaries held indirectly by the Company via DSB:

Dah Sing Nominees Limited Note (a)

Dah Sing Properties Limited

Vanishing Border Investment Services Limited

Dah Sing Computer Systems Limited Note (b)

Dah Sing Insurance Brokers Limited Note (a)

Dah Sing MTN Financing Limited

Dah Sing SAR Financing Limited Note (b)

Dah Sing Securities Limited Note (a)

Pacific Finance (Hong Kong) Limited

Banco Comercial de Macau, S.A.

Dah Sing Bank (China) Limited

DSB BCM (1) Limited

DSB BCM (2) Limited

DSLI (1) Limited Note (b)

Shinning Bloom Investments Limited Note (b)
Subsidiary held indirectly by the Company via MEVAS:

MEVAS Nominee Limited Note (a)

Subsidiary held indirectly by the Company via DAHH:
D.A.H. Hambros Bank (Channel Islands) Limited (“DAHCI")

In calculating their capital adequacy ratios for the purposes of the
Hong Kong Banking Ordinance, DSB and MEVAS have deducted
their cost of investments in the subsidiaries specified in the notes
below from their capital bases.

Note:

(@)  These subsidiaries are “regulated financial entities” as defined
by the Banking (Capital) Rules (the “Banking (Capital) Rules”)
made by the HKMA.

(b)  These subsidiaries are investment holding or financing entities
which do not operate any business, or are inactive.
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Capital adequacy ratio

“E-RE “ETNE
AAZFE +FZHAZ+—H
As at As at
30 Jun 2010 31 Dec 2009

EAT R Capital adequacy ratio
—#o - Core 10.7% 10.2%
— - Overall 17.2% 16.8%

G TE L HLER TS R B SRAT I A A IR (L3
TR 7 R AT AT ERAT OB ) ) ~ 4R
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The capital adequacy ratio represents the combined ratio of the
consolidated position of DSB (covering BCM and DSB China), MEVAS
and DAHCI computed on Basel Il basis with reference to the Banking
(Capital) Rules. This capital adequacy ratio takes into account market
risk and operational risk.

Only the Hong Kong incorporated banking subsidiaries within the
Group are subject to the minimum capital adequacy ratio requirement
under the Hong Kong Banking Ordinance. BCM is subject to Macau
banking regulations and DSB China is subject to China banking
regulations. The above ratios of the Group are calculated for reference
only.

The capital base after deductions used in the calculation of the above

JE R IE capital adequacy ratios is analysed as follows:
ZER-F4 ZZENE
AAZHH +=H=+—H
As at As at
30 Jun 2010 31 Dec 2009
LA Core capital
R WA 3 4 A A Paid up ordinary share capital 4,007,749 4,007,749
i £ 8 Share premium 55,519 55,519
i Reserves 5,597,261 5,054,929
B Mg Less: goodwil (811,690) (811,690)
W Hibdey G Less: other intangible assets (104,188) (140,432)
W FEEREE Less: net deferred tax assets (5,589) (4,830)
8,739,062 8,161,245
W EMEREHAEZ ARt Less: 50% of total amount of deductible items (453,460) (453,449)
BLEA Core capital 8,285,602 7,707,796
W& A Supplementary capital
AT R EEET SR Reserves on revaluation of holdings of land and buildings 227,952 237,355
MEt NEAZ HEEE A Eligible amount of collective impairment allowances for
R e A impaired assets and requlatory reserve 774,745 682,329
ATkt R 5 0 A i £ Revaluation reserve for available-for-sale investments 496 74
EMRGEEEE Perpetual subordinated debt 428,142 1,008,187
G Term subordinated debt 4,085,292 3,488,193
[iplheeS Total Supplementary capital 5,516,627 5,416,755
MEFAZ B A Eligible amount of Supplementary capital 5,516,627 5,416,755
W EMEER Az AR At Less: 50% of total amount of deductible items (453,460) (453,449)
W A& Supplementary capital 5,063,167 4,963,306
BRI Total capital base 13,348,769 12,671,102
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ON) BE &% 38. Liquidity ratio

BRE-Z-%4  BETTTE O BECETE
ARZTHE ARZHHE  FTAZT-HE

AR AAA HE

Six months ended  Six months ended Year ended

30 Jun 2010 30 Jun 2009 31 Dec 2009

B G L% Liquidity ratio 48.6% 56.4% 57.3%

) 4 Lo R A A A I R AT A AL A The liquidity ratio is calculated as the simple average of each calendar

BgIA @A SFRTZ@AEEEAN month’s average liquidity ratio of the Group’s banking subsidiaries

S5 9 B R O B o B for the six/twelve months of the financial year. The liquidity ratio is

G LRSS AT RO AE D B R computed with reference to the methods set out in the Fourth
TEE . Schedule of the Hong Kong Banking Ordinance.

HRE A W BRAT SE AR 1) > (8 42 [ A Jth v M Only the locally incorporated banking subsidiaries within the Group

2 B JE SR AT 2 ) 2 S U ) LR R are subject to the minimum liquidity ratio requirement under the Hong

TR o AEE LB RGFE RS2 - Kong Banking Ordinance. The above ratios of the Group are

calculated for reference only.
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AAZFHIE AA=ZTHILE

AAH 7N EH

Six months Six months

ended ended

30 Jun 2010 30 Jun 2009

FHEWA B Net interest income/operating income 84.0% 87.2%

JRA A L2 Cost to income ratio 54.4% 79.1%

BHCHE AR (RLIE A ) g Loan to deposit (including certificates

of deposit) ratio 70.4% 64.3%

I 8 7 R R Return on average total assets 0.9% 0.5%

S35 1 R 4 [ Return on average shareholders’ funds 9.1% 7.4%

FEE Net interest margin 1.87% 1.98%
390 e AL INTERIM DIVIDEND

%%@ HRFE-FEILA A (BH The Directors have declared an interim dividend of HK$0.07 per

) Rz B IRE T — TR S 1% 0.07 share for 2010 payable on or after Friday, 24 September 2010 to
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shareholders whose names are on the Register of Shareholders at
the close of business on Friday, 17 September 2010.

CLOSING OF REGISTER OF SHAREHOLDERS

The Register of Shareholders will be closed from Monday, 13
September 2010 to Friday, 17 September 2010, 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,
Shops 1712 - 1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Hong Kong for registration not later than 4:30 p.m. on Friday,
10 September 2010.

CORPORATE AND BUSINESS OVERVIEW
HIGHLIGHTS

Against a backdrop of steady economic performance in Hong Kong
and the Mainland, and generally more stable financial markets than
in the first half of 2009, our performance in the first half of 2010
improved substantially. Operating income was relatively steady, but
with substantially lower operating expenses and credit cost, as well
as fewer exceptional items, our profit attributable to shareholders
improved very substantially, by 65% to HK$507 million, and earnings
per share increasing by 44% to HK$0.46 per share.
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CORPORATE AND BUSINESS OVERVIEW (Continued)
HIGHLIGHTS (Continued)

With more stable market conditions, and much lower loan impairment
costs, we resumed our growth strategy and are pleased to report
that our loan book grew rapidly in the first half of the year, up by
14% relative to the end of 2009. Loan growth was most rapid in our
commercial banking business with overall loans growing by 16%
for the six months to 30 June 2010, particularly in the areas of large
corporate syndicated loans, trade finance and property investment
lending, despite a mild contraction of our hire purchase loan portfolio.
Our retail banking business also reported healthy loan growth of
9%, driven mainly by mortgage lending, although credit cards and
other personal loans reported mild growth for the period.

Net interest margin reduced mildly in the first half of the year, mainly
due to the competition in the market relating to loan pricing, as well
as higher deposit costs, in addition to the cost of maintaining high
levels of liquidity during the period.

Our 20% associate, Bank of Chongaing performed well during the
period, contributing HK$106 million, representing 35% growth
comparing with the same period in 2009.

With the improved performance, we are pleased to announce the
resumption of dividend payments, with an interim dividend of
HK$0.07 per share declared by the Board of Directors.

Due to the strong recovery in profitability, and corresponding increase
in retained earnings, even after the proposed dividend, as well as
the increase in our total assets driven by loan increases, the
combined capital adequacy of the Company improved compared
with the 2009 year end, with core capital adequacy increasing from
10.2% to 10.7% and total capital adequacy increasing from 16.8%
to 17.2%

BUSINESS AND FINANCIAL REVIEW

Net interest income during the period reduced mildly by 6% from
HK$1,062 million to HK$996 million, and net interest margin reduced
by 11 basis points from 1.98% during the first half of 2009 to 1.87%
in the period. The principal reason for the decline in net interest
income was pressure on margins, due both to asset yields with
strong competition in major loan markets and changes in business
mix, as well as higher interest rate mark-ups on deposits and reduced
deposit spreads due to the high levels of liquid assets maintained
during the period and lower yields for short-term liquid assets. Whilst
loan volumes grew strongly, most of the growth was achieved in the
second quarter of the year, and therefore did not bring about higher
benefit to the interest income line for the whole period.
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BUSINESS AND FINANCIAL REVIEW (Continued)

Non-interest income grew by 21% to HK$189 million, driven mainly
by fee and commission income increases as a result of higher
volumes of lending business. Net trading income also improved,
with a very strong performance in foreign exchange income offset
to some extent by negative fair value items.

Total operating expenses were down significantly by 33% to HK$644
million in the first half of the year. In part this was due to the absence
in provision expenses relating to possible settlement and
compensation to customers having bought retail investment
products from the Group’s Hong Kong banking subsidiaries.
However, even excluding the variance brought about by the provision
expense reduction, core operating expenses remained very much
under control, and were similar to the first half of 2009 on a
normalized basis.

With continued tight cost control, our core operating expenses were
even slightly lower than the first half of 2008, and staff related
expenses were lower after implementing cost rationalization
programs since late 2008. Some non-staff cost increases were
caused by higher premises and depreciation expenses, and also
operating expenses in relation to the operation of our wholly owned
subsidiary bank in China, which commenced its business in August
2008.

Credit quality, in both our commercial and retail lending businesses
was much improved. Collective impairment charges reduced from
HK$95 million to HK$47 million for the period, and individual
impairment saw a mild write-back of previous charges of HK$12
million, against a net charge of HK$178 million in the first half of
2009. Underlying credit performance improved, with impaired loan
ratio falling from 0.96% at the end of 2009 to 0.53% as at 30 June
2010. In addition, increases in prices of properties held as collateral
against certain impaired loans contributed to the write-back of
individual impairment charges.

The stable operating income, together with much lower operating
expenses, due to smaller exceptional expenses, as well as tight
control of core operating expenses, and the much lower impairment
charges, contributed to a significant improvement in operating profit
after loan impairment charges, from HK$18 million net charge to
HK$506 million for the period.

Bank of Chongging performed strongly during the period, resulting
in an increase in the contribution from our 20% equity interest, under
the share of results of an associate line from HK$78 million to
HK$106 million for the period. We also benefited from a gain of
HK$83 million on the repurchase of a portion of Dah Sing Bank’s
perpetual subordinated debt callable in 2017, and the closing out
of certain interest rate swap hedges associated with this, against a
loss on disposal of certain securities of HK$133 million as part of
our strategy to reduce the risk in our securities investment portfolio.
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BUSINESS AND FINANCIAL REVIEW (Continued)

We continued to be prudent in the first half of the year in both our
liquidity management, as well as our capital management. We issued
a new US$225 million Lower Tier 2 10-year subordinated bond in
the first quarter, and subsequently called and retired a previous issue
of Lower Tier 2 subordinated debt in the amount of US$150 million,
as well as repurchasing US$75 million of our perpetual subordinated
debt callable in 2017 as referred to above. With the strong recovery
in earnings, and retention of a substantial portion of such earnings,
notwithstanding the resumption of dividend payments, our capital
position further improved with an increase in overall capital adequacy
from 16.8% to 17.2%, as well as an increase in our core Tier 1
capital from 10.2% to 10.7%.

PROSPECTS

After a relatively good first quarter, there are more recent signs of
further pressure on economies in many parts of the world. This may
lead to a slower global recovery, or even a renewed downturn in the
global economies. So far, in relative terms, Asia, and in particular
China has remained reasonably robust, albeit on a somewhat slower
growth path than had previously been the case. We also note certain
measures taken by the central government to cool various areas of
the economy, notably in the property sector.

Taking all of these into account, we enter the second half of the
year in a reasonably conservative position. Whilst we do not see
any immediate major problems ahead for the economy in Hong Kong
and the Mainland, we believe that it is appropriate to be prepared
for a potential further slow-down, and potential challenges that could
be caused by renewed market volatility. Therefore, we continue to
hold high levels of liquidity and capital, and we are also likely to see
the pace of growth slow in the second half. We are also mindful of
forthcoming changes to banking regulation globally, in particular
relating to capital and liquidity requirements, and will review the
impact of these changes in detail once they have been announced.

However, our conservatism is measured, and we still see bright
prospects ahead in the medium term. With our core business base
in Hong Kong, and our expansion in Macau and the Mainland, we
believe that the dynamism of the Greater China region will provide
us with many opportunities in the years to come.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

At 30 June 2010, the interests and short positions of the Directors
and the Chief Executive of the Company in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFO”) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which
they have taken on or are deemed to have acquired under such
provisions of the SFO), or which were required, pursuant to section
352 of the SFO, to be entered in the register referred to therein, or
as otherwise required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers and the code of conduct regarding
directors’ securities dealing adopted by the Company were as
follows:

Refr i
Number of shares
e B
AR ML O kR il fa A
Personal Corporate Other Total % of issued
fe Directors interests interests ( interests interests share capital
AR ) 5 i Number of ordinary shares
TR 03 A I of HK$1 each in the Company
EE David Shou-Yeh Wong - 824,169,170 @ - 824,169,170 7413
S0 K00 i Number of ordinary shares
270 4 e e of HKS2 each in DSFH
i¥¥ David Shou-Yeh Wong - 6,949,695 97,548,611 @ 104,498,306 40.15
HHEX Lung-Man Chiu {John Chiu) 38,800 - - 38,800 0.01
Fi%iid John Willam Simpson 10,000 - - 10,000 0.00
i Notes:

(1)  EHZEMHELG TR b A =02 — 5L
LR N TR 2 A

@ WERGTIMETRUER K E/MERT
BRAT] (TR i) 2 B4 4 4 8 5 I )
B A 158 XV E F B BEA AL 71 74.13%
M -

() BLEEMe Ty B ST 36 R R A0 AR 4 i
AL 2 2 RER REZ REANIE B PR S R A IR
A(HE AR FE]) M -

() ULERRf Ty e s R T ILE A -
HRARA 2y B e H AR T 2 G R hE st ) (1% 5%

FHBIL) > AR FH T I O R T
R T 2w BT SR A -

(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 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 Dah Sing Financial Holdings Limited (“DSFH”) which
currently holds a controlling interest of 74.13% in the Company.

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

(4)  Such shares in DSFH are jointly owned by John William Simpson
and his wife.

Pursuant to the Share Option Schemes (the “Schemes”) of the
Company and associated corporation, certain Directors of the
Company and its major operating subsidiaries were granted options
under the Schemes.
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W R AT BBRHELR () INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

BE-FZ-FENA=ZTHIL > FEZEF#HT Detalils of the share options outstanding as at 30 June 2010 under

MARAT 2 o] R HEFI A SR FE B 0 F the Schemes are set out below:
ARELRZRBUA
Number of shares in the options
Wivki/
W ko334
REB-%5 MWK WAGE  Lapsed  AAZTH FifeM
~R-R#H  Granted  Exercised  cancelled W il Exercise period
Heldat  during during during Heldat  Exercise ad! i 3
1112010 theperiod  theperiod  the period  30/6/2010 price  Grant date From To

gL (B/R/% (/8/8 (|/R/8
HS DMy oMY D)

KA Grantee
KATRRIE Share Option Scheme

of the Company
L] Directors
HEX Lung-Man Chiu (John Chiu) 250,000 - - - 250,000 1670 25/11/2004  25/11/2005  25/11/2010
L Frederic Suet-Chiu Lau 250,000 - - - 250,000 1440 25/8/2006  26/82006  25/8/2011
iR Aggregate of employees
| Second tranche 300,000 - - - 300,000 1440 20082005 25/8/2006  25/8/2011
= Third tranche 250,000 - - - 250,000 1432 301202005 3011202006 30/12/2011
Euld Fourth tranche 100,000 - - 100,000 - 1730 20092006 25/92007  25/9/2012
3 Fifth tranche 100,000 - - - 100,000 1784 1972000 19/7/2008 197772010

250,000 - - - 250,000 1784 1972000 19/7/2008  19/7/2013

K AR B Share Option Scheme

of DSFH
¥ Directors
HiER Hon-Hing Wong

(Derek Wong) 1,000,000 - - - 1,000,000 STt 25082005  25/8/2006  25/8/2011
Thik Gary Pak-Ling Wang 400,000 - - - 400,000 5L 2582000 26082006  26/8/2011
THH Harold Tsu-Hing Wong 250,000 - - - 250,000 5171 2582000 25082006  25/8/2011

100,000 - - - 100,000 6193 28/9/2007  28/9/2008  28/9/2013

e Aggregate of employees 250,000 - - - 250,000 ST 25082005 25/8/2006  25/8/2011

100,000 - - - 100,000 6193 28/92007  28/92008  28/9/2013
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

Notes:

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

(2)  During the six months ended 30 June 2010, none of the grantees
under the Schemes were granted share options exceeding respective
individual limits as prescribed under the Listing Rules.

(8)  Set out under these items are particulars of the movements during
the six months ended 30 June 2010 of the outstanding share options
granted to certain eligible employees, who are directors, senior
executives or officers of the respective major operating subsidiaries
of the Company and/or DSFH and are working under employment
contracts that are regarded as “continuous contracts” for the
purposes of the Employment Ordinance of Hong Kong.

(4)  No share options under the Schemes were granted to the Company’s
and DSFH’s suppliers of goods or services.

(6)  Except as disclosed above, no option to subscribe for equity or debt
securities of the Company has been granted to, nor have any such
rights been exercised by, any person during the six months ended
30 June 2010.

All the interests stated above represent long positions. As at 30
June 2010, none of Directors of the Company held any short
positions as defined under the SFO which are required to be recorded
in the register of directors’ and chief executive’s interests and short
positions.

Apart from the above, at no time during the six months ended 30
June 2010 was the Company, its subsidiaries or its holding company
a party to any arrangements 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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JB K Shareholder

KeMERARAR Dah Sing Financial
Holdings Limited

THES Christine Yen Wong

TE LR 5 st R A HSBC International

Trustee Limited
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SHAREHOLDERS’ INTERESTS

At 30 June 2010, the register of shareholders’ interests in shares
and short positions maintained under section 336 of the SFO showed
that the Company had been notified of the following interests, which
are in addition to those disclosed above in respect of Directors,
being 5% or more held in the shares and underlying shares of the

Company.
Fir#% M 4
B A o i e BAT A
Jo B 4 ZHE
Number of % of
shares interested interest held
5 in the relevant in the issued
Capacity share capital share capital
Eif s 824,169,170 7413
Beneficial interest
FH R ASEA AT 05 824,169,170 1 7413
G MR AR R tE A
Deemed interest by virtue of her spouse
having a notifiable interest
LA 824,169,170 @ 7413

Corporate interest

Notes:

(1)

Such shares represent deemed share interest of Christine Yen Wong
by virtue of her spouse, David Shou-Yeh Wong being a substantial
shareholder of DSFH which held a controlling corporate interest in
the relevant share capital of the Company. Christine Yen Wong is
taken to have a duty of disclosure in respect of the deemed interest
in the Company. This interest comprised the same interest of David
Shou-Yeh Wong under the heading of “Interests of Directors and
Chief Executive” shown above.

Such shares represent the corporate interest in the Company indirectly
held by HSBCIT in trust for a discretionary trust established for the
benefit of David Shou-Yeh Wong and his family members. HSBCIT is
taken to have a duty of disclosure in relation to the relevant shares of
the Company held through its controlled companies. Relevant shares
have been included in the “Corporate interests” of David Shou-Yeh
Wong as disclosed under the heading of “Interests of Directors and
Chief Executive” above.

All the interests stated above represent long positions. As at 30
June 2010, no short positions were recorded in the register of
shareholders’ interests in shares and short positions maintained by
the Company.
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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
2010.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted its own code of conduct regarding
directors’ securities dealings 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
dealings have been fully complied with.

CHANGES IN INFORMATION WITH REGARD TO
DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in the
biographical details of Directors of the Company during the interim
period until the date of this Report, since the publications of the
2009 Annual Report of the Company or the subsequent
announcements with regard to appointments of new Directors issued
by the Company made in accordance with Rule 13.51(2) of the Listing
Rules, required to be disclosed are set out as follows:

(@) Mr. David Shou-Yeh Wong
New appointments
— Honorary President of Hong Kong Guangdong Chamber
of Foreign Investors
— Honorary President of Guangdong Chamber of Foreign
Investors

(b) Mr. Andrew Kwan-Yuen Leung
New appointment
- Independent Non-Executive Director of China South City
Holdings Limited

Cessation of appointment
- Independent Non-Executive Director of Meadville Holdings
(BVI) Limited (formerly, Meadville Holdings Limited)

Save as those disclosed above, there is no other information required
to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

COMPLIANCE WITH THE BANKING (DISCLOSURE)
RULES

In preparing the interim financial disclosure, the Group’s Hong Kong

banking subsidiaries have fully complied with the requirements set
out in the Banking (Disclosure) Rules issued by the HKMA.
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UNAUDITED FINANCIAL STATEMENTS

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

AUDIT COMMITTEE

The Audit Committee has reviewed with Management the accounting
principles and practices adopted by the Group and discussed
internal controls and financial reporting matters including a review
of the unaudited interim financial statements for the six months ended
30 June 2010.

REMUNERATION AND STAFF DEVELOPMENT

There have been no material changes to the information disclosed
in the Company’s 2009 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 six
months ended 30 June 2010.

INTERIM REPORT

Further copies of this 2010 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 at 36th Floor, 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 of the
Company comprises Messrs. David Shou-Yeh Wong (Chairman),
Hon-Hing Wong (Derek Wong) (Managing Director and Chief
Executive), Lung-Man Chiu (John Chiu), Gary Pak-Ling Wang, Harold
Tsu-Hing Wong and Frederic Suet-Chiu Lau as Executive Directors;
Mr. Kazutake Kobayashi as Non-Executive Director; Messrs. John
William Simpson, David Richard Hinde, Robert Tsai-To Sze, Andrew
Kwan-Yuen Leung and Seng-Lee Chan as Independent Non-
Executive Directors.

By Order of the Board
H L Soo
Company Secretary

Hong Kong, Monday, 9 August 2010
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