@ Hr R 1T M

A IR 2 H

€4 DAn SING BANKING GROUP LIMITED

RIFRITERRAREHIRTERR B2 ZER A A
The holding company of Dah Sing Bank, Limited and MEVAS Bank Limited

CRRAR 2 ) M6 191 7 5 s 5 i B or 2 A PR A WD)
(Incorporated in Hong Kong with limited liability under the Companies Ordinance)

(e AR5+ 2356)
(Stock Code: 2356)

SH AR RO SR AT
2012 INTERIM REPORT

TR SRATE A RA A ([AAA]) EF R
BAMiAN T REME AR (RRBIAER]) ®#E
ZE—THENAZTH IS A 2 SR
R AR A R - BE F—FAA
S B SE A RS 2 A0 I i HE B TR
s I8 IR RE A s R B AR N TN E =

j‘D o

AR B Bk 2 v 190 08 100 0

AEBAREL L —F— " Frh ARSI
BME TR BE B G A G (B gL
G 1) B il 2 A g wt IE A SR =+ 0 e
B s ] T A

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 2012. The unaudited profit attributable to shareholders after
non-controlling interests for the six months ended 30 June 2012
was HK$568.3 million.

UNAUDITED INTERIM CONDENSED FINANCIAL
STATEMENTS

The unaudited 2012 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 income
Other operating income

Operating income
Operating expenses

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

Operating profit after impairment losses
Net loss on disposal of premises,

investment properties and other fixed assets

Net (loss)/gain on disposal of

investments in securities
Share of results of jointly controlled entities
Share of results of an associate

BB i i A Profit before taxation
HH Taxation
0 1 e A Profit for the period

W RO B 16 R

Loss attributable to non-controlling interests

AR s AR e A Profit attributable to shareholders of
the Company
L Interim dividend
BREN Earnings per share
HA& Basic
B Diluted

i3
Note

w

D O

o

10

11
11

BEF

Restated

S B
2012 2011
1,865,025 1,530,381
(843,462) (559,211)
1,021,563 971,170
349,701 306,790
(103,252) (102,813)
246,449 203,977
80,848 103,852
24,309 16,757
1,373,169 1,295,756
(866,097) (733,486)
507,072 562,270
(29,556) (85,430)
477,516 476,840
(752) (323)
(16,193) 3,112
6,072 5,503
176,989 155,425
643,632 640,557
(75,359) (85,219)
568,273 555,338
13 426
568,286 555,764
100,110 97,835
HK$0.46 HK$0.45
HK$0.46 HK$0.45

29
Variance
HAW
%

5.2

20.8

6.0
18.1

9.8

-65.4

0.1

0.5

2.3

2.3



REBE B2 W 5 A 2w AR UNAUDITED CONDENSED CONSOLIDATED
BEASA=THIEAHEA STATEMENT OF COMPREHENSIVE INCOME

For the six months ended 30 June

w5
Restated
e St SF—k
Tl HK$'000 2012 2011
Lty Profit for the period 568,273 555,338
0 0 A 2 o Other comprehensive income for the period
BHERE Investments in securities
TR 45 2 A (i Fair value gains recognised in equity 391,380 177,074
T Oa) /TR B R Fair value (gain)/loss realised and transferred
BRI to income statement upon:
— &t & - Disposal of available-for-sale securities (53,829) (10,373)
— R AR AT ik i - Disposal of held-to-maturity securities and
BRTEHIBERE investments in securities included in
B S REEE TR the loans and receivables category
T IR B 2 B AR E which were previously reclassified
from the available-for-sale category 55,171 19,723
BEEMREEHTEEL Deferred income tax assets released on movements in
BEBAEE investment revaluation reserve (66,258) (13,963)
326,464 172,461
(i Premises
TR RS MR Deferred income tax liabiltties released on movements in
BREBAAR premises revaluation reserve 2,735 1,794
HE MR R Exchange differences arising on translation of the financial
M52 2 statements of foreign entities (13,135) 24,723
MERBASR 2 M 2 i Other comprehensive income for the period, net of tax 316,064 198,978
TR BEIE % 2 201 0D 2 v W 25 A Total comprehensive income for the period, net of tax 884,337 754,316
B Attributable to:
B R OR Non-controlling interests (13) (426)
/NS Shareholders of the Company 884,350 754,742
B BT 5 2 0 IR 2 v o 2 4 Total comprehensive income for the period, net of tax 884,337 754,316
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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
Issued debt securities 25
Subordinated notes 26
Other accounts and accruals 27
Current income tax liabilities
Deferred income tax liabilities
Total liabilities
EQUITY
Non-controlling interests
Equity attributable to the Company’s shareholders

Share capital

Reserves 28

Proposed dividend
Shareholders’ funds
Total equity

Total equity and liabilities

UNAUDITED CONDENSED CONSOLIDATED

EHF

Restated

it St R
AZHE +oA=TH
As at As at

30 Jun 2012 31 Dec 2011
10,603,314 11,904,817
4,171,823 5,164,914
6,295,684 5,406,176
10,919 8,776
687,262 639,631
94,408,665 91,760,160
19,028,542 17,286,806
7,909,922 8,171,987
2,112,854 1,961,365
72,579 68,650
811,690 811,690
71,601 73,883
3,138,317 3,166,932
748,893 748,893

- 4,372

15,608 50,069
150,087,673 147,229,121
2,723,485 2,384,503
1,568,340 1,541,553
2,277,118 3,045,202
113,386,422 113,369,268
2,679,501 3,164,067
2,715,063 2,718,320
5,107,341 3,697,610
3,814,924 2,189,983
49,244 27,156
108,179 73,153
134,429,617 132,210,815
15,491 15,504
1,222,935 1,222,935
14,319,520 13,635,280
100,110 244 587
15,642,565 15,002,802
15,658,056 15,018,306
150,087,673 147,229,121
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UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

For the six months ended 30 June 2012

A2 ) e A B A
Attributable to the Shareholders of the Company
B
Bk
Bk Bedviesl UG RRAN Non-  HE&ifit
Share Share Other  Retained controlling Total
HK$'000 capital  premium  reserves  earnings interests equity
Balance at 1 January 2012
as previously reported 1,222,935 4,241,183 1,711,351 7,765,624 15,504 14,956,597
Change in accounting
policy - Adoption of
HKAS 12 amendment - - 3,295 58,414 - 61,709
Balance at 1 January 2012,
e restated 122005 4118 1T T80 15504 15018306
Total comprehensive income
for the period - - 316,064 568,286 (13) 884,337
Premises revaluation reserve
transferred to retained earnings
for depreciation of premises - - (16,903) 16,903 - -
2011 final dividend - - - (244,587 - (244,587)
Balance at 30 June 2012 1,222,935 4,241,183 2,013,807 8,164,640 15,491 15,658,056

Proposed interim dividend included in retained earnings

BREAN=ZTHIEAMA

Six months ended 30 June

e B S
2012 2011
100,110 97,835




RBEGZENESHERZEHWRE @) UNAUDITED CONDENSED CONSOLIDATED
BE-Z-—HEANA=TAIEAREA #) STATEMENT OF CHANGES IN EQUITY (Continued)
For the six months ended 30 June 2012 (Continued)

A B IR R A i
Attributable to the Shareholders of the Company
heeaili
ied
WA RfEE bRE  RERA Non-  HEiAst
Share Share Other  Retained  controlling Total
capital  premium reserves  eamings interests equity
“F——f—f—H&E% > Balance at 1 January 2011
PR as previously reported 1,202,935 4,241,183 1,059,559 7,004,801 17,471 13,545,949
SRR 2 - R A Change in accounting
s a5 1258 policy - Adoption of
v 5l HKAS 12 amendment - - 3,306 43537 - 46,843
“F——4E—H—HE&H - Balanceat 1 January 2011,
E ] as restated 1,222,935 4,241,183 1,062,865 7,048,338 17,471 13,592,792
Ll Euflesk o Total comprehensive income
for the period - - 198,964 555,764 (412) 754,316
FTETEMERTEEN  Premises revaluation reserve
EERELA transferred to retained eamings
for depreciation of premises - - (10,870) 10,870 - -
“E-REAMRE 2010 final dividend - - - (244,587) - (244,587)
“E—-—HAA=THER  Balance at 30 June 2011 1,222,935 4,241,183 1,250,959 7,370,385 17,059 14,102,521
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UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

For the six months ended 30 June

w5
Restated
Wit e St “E i
Tl HK$'000 Note 2012 2011
BEWRH B AR Cash flows from operating activities
BEEH (TR /HARS FH Net cash (used in)/from operating activities (1,463,525) 2,026,505
HEFRH B R Cash flows from investing activities
IR B E T E G Purchase of investment properties and other fixed assets (59,538) (125,067)
HERE  REWMERELEE Proceeds from disposal of premises, investment properties
BRI and other fixed assets 191 26,861
P TR A Net cash used in investing activities (59,347) (98,206)
Y 2 B A Cash flows from financing activities
BIT T aE Certificates of deposit issued 1,092,097 1,848,726
B e 77 3 Certificates of deposit redeemed (1,573,000) (1,675,186)
BhHEER Issue of subordinated notes 1,408,052 -
BEREEER Repayment of subordinated notes - (1,166,595)
BB RERERERESR Interest paid on subordinated notes and
ZEMAR debt securities issued (103,463) (127,384)
BT #ES Issue of debt securities - 777,000
IR s3] Dividend paid on ordinary shares - (244,587)
BEmEAA/ (I f) B & 55 Net cash from/(used in) financing activities 818,686 (588,026)
BeRFWBERH Net (decrease)/increase in cash and
(W) /B4 cash equivalents (704,186) 1,340,273
WE 4 RERRA2IRE Cash and cash equivalents at beginning of the period 15,011,044 11,478,891
[ ES Ta % Effect of foreign exchange rate changes (34,976) 71,579
MABLE R FHBLARH Cash and cash equivalents at end of the period 14,271,882 12,890,743
ReREMAeBALER M Analysis of the balance of cash and cash equivalents:
e RERTTIE B Cash and balances with banks 2,329,238 5,419,224
A SRR s = A DA I 2 0 B Money at call and short notice with an original maturity
Y within three months 7,904,035 5,482,616
FAMRA=MAURGEERS  Treasury bils with an original maturity within three months 2,363,058 743,395
AR A =W A LA TESR1TH 73 Placements with banks with an original maturity
within three months 1,675,551 1,245,508
14,271,882 12,890,743
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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

Except as described below, the accounting policies and methods of
computation used in the preparation of the 2012 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 2011.

(@  New and amended standards adopted by the Group
o Change in accounting policy

In December 2010, the HKICPA amended HKAS 12,
“Income taxes”, to introduce an exception to the
principle for the measurement of deferred tax assets or
liabilities arising on an investment property measured
at fair value. HKAS 12 requires an entity to measure the
deferred tax relating to an asset depending on whether
the entity expects to recover the carrying value of the
asset through use or sale. The amendment introduces
a rebuttable presumption that an investment property
measured at fair value is recovered entirely by sale. The
amendment is applicable retrospectively to annual
periods beginning on or after 1 January 2012.

The Group has adopted this amendment retrospectively
for the financial period ended 30 June 2012. Previously,
the Group measured deferred tax on investment
properties on the basis that their carrying values were
to be recovered through use.

The effect of the change on the consolidated statement
of financial position was to reduce overall deferred tax
liabilities as at 1 January 2012 by HK$61,709,000 (1
January 2011: HK$46,843,000) and to increase retained
earnings and premises revaluation reserve as at 1
January 2012 by HK$58,414,000 (1 January 2011:
HK$43,537,000) and HK$3,295,000 (1 January 2011:
HK$3,306,000) respectively.



(Z) HiREH R it goR (4)

()

(2)

A S8 T B A 200 e B B A T e R

()

@B EE ()

ERAEEBE R RFA
TRt = — — 4+
H =4 —H Z R DU 2 ol 5%
TR A 5% 16 T Ve B2 A A et
F-ZHENA=Z+HZHHEIR
WELBE -F—-_FA A=
T H BN A 2 #8000 S
e BHE - F—-—FAHA
= HIEAMEA Z &6 2K
HRZEER NN G &R
G Wy 2 R R 2 B T () 43 e D
2,423,000 IC ©

5 A HC AR Y ) R LA T
AT E—TAE-A AR Z
SO A JE AR A

DUF BEMRHER —F—ZF -~
FI B 5 22 S0 A JEE A7 R 2 2 B oA B
AR 2 e S B e ) 2 BT

7 s 2 ) 325 B 4
HERAR ZBTR-F——
EZ MM HEEEHE
TR 2 B E R BB IR
AV G Et 3208 (e T A
2 50) B RE N 2 A o %
BETH % - ME - - H
HAZ B s 2 A7 B TR A
{H 75 W] 42 5L 5% A T 6 78 ) IR
o A S AT 3P Al 6% S A8 WT

AR

7o s SO o U 565 7 9% (R -
BB MEE LA 2 BT
SR A A R
FE B BB e R B
A B 4 R 2 TR B RL 2
FRBEEVE - UBTAH
F-=F— 0 I HEZR G
AT U] B S A S T A
A AE B TR A A o B2 AT
LI WIE T o

2.

Basis of preparation and accounting policies (Continued)

(@

New and amended standards adopted by the Group
(Continued)

° Change in accounting policy (Continued)

There is no additional impact from the adoption of the
amendment to the Group’s financial position as at, and
results for the six months ended, 30 June 2012 on the
basis that the cumulative fair value gains on the Group’s
investment properties remain unchanged from the level
as at 31 December 2011. The effect on the consolidated
statement of comprehensive income for the six months
ended 30 June 2011 was a reduction in the amount of
tax credit recognised of HK$2,423,000 upon the
disposal of an investment property in the period.

. There are no other new standards and amendments to
standards effective for the first time for the financial year
beginning 1 January 2012.

The following new standards and amendments to standards
have been issued but are not effective for the financial year
beginning 1 January 2012 and have not been early adopted:

° Amendments to HKAS 32, “Offsetting Financial Assets
and Financial Liabilities”, issued in December 2011
clarified the requirements for offsetting financial
instruments and addressed inconsistencies in current
practice when applying the offsetting criteria in HKAS
32, “Financial Instruments: Presentation”. The
amendments are effective for annual periods beginning
on or after 1 January 2014 with early adoption permitted
and are required to be applied retrospectively. The
Group is yet to assess the full impact of these
amendments.

. Amendments to HKFRS 7, “Disclosures — Offsetting
Financial Assets and Financial Liabilities”, issued in
December 2011 requires disclosures about the effect
or potential effects of offsetting financial assets and
financial liabilities and related arrangements on an
entity’s financial position. The amendments are effective
for annual periods beginning on or after 1 January 2013
and interim periods within those annual periods. The
amendments are required to be applied retrospectively.
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2.

Basis of preparation and accounting policies (Continued)

(b)

10

The following new standards and amendments to standards
have been issued but are not effective for the financial year
beginning 1 January 2012 and have not been early adopted:
(Continued)

° HKFRS 9, “Financial instruments”, addresses the
classification, measurement and recognition of financial
assets and financial liabilities. HKFRS 9 was issued in
November 2009 and October 2010. It replaces the parts
of HKAS 39 that relate to the classification and
measurement of financial instruments. HKFRS 9 requires
financial assets to be classified into two measurement
categories: those measured as at fair value and those
measured at amortised cost. The determination is made
at initial recognition. The classification depends on the
entity’s business model for managing its financial
instruments and the contractual cash flow
characteristics of the instrument.

For financial liabilities, the standard retains most of the
HKAS 39 requirements. The main change is that, in
cases where the fair value option is taken for financial
liabilities, the part of a fair value change due to an entity’s
own credit risk is recorded in other comprehensive
income rather than in the income statement, unless this
creates an accounting mismatch. The Group is in the
process of making an assessment on the impact and
so far has not decided to early adopt the standard,
which shall be effective for the financial year beginning
on or after 1 January 2015.

. HKFRS 10, “Consolidated financial statements”, builds
on existing principles by identifying the concept of
control as the determining factor in whether an entity
should be included within the consolidated financial
statements of the parent company. The standard
provides additional guidance to assist in the
determination of control where this is difficult to assess.
The Group is yet to assess the full impact of HKFRS 10
which shall be effective for the financial year beginning
on or after 1 January 2013.
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2.

Basis of preparation and accounting policies (Continued)

(b)

11

The following new standards and amendments to standards
have been issued but are not effective for the financial year
beginning 1 January 2012 and have not been early adopted:
(Continued)

° HKFRS 11, “Joint arrangements”, establishes principles
for financial reporting by parties to a joint arrangement,
and requires a party to a joint arrangement to determine
the type of joint arrangement in which it is involved by
assessing its rights and obligations arising from the
arrangement. The standard requires a joint operator to
recognise and measure the assets and liabilities (and
recognise the related revenues and expenses) in relation
to its interest in the arrangement in accordance with
relevant HKFRSs applicable to the particular assets,
liabilities, revenues and expenses. It requires a joint
venturer to recognise an investment and to account for
that investment using the equity method in accordance
with HKAS 28, “Investments in Associates and Joint
Ventures”, unless the entity is exempted from applying
the equity method as specified in that standard. The
Group is yet to assess HKFRS 11’s full impact and
intends to adopt HKFRS 11 no later than the accounting
period beginning on or after 1 January 2013.

° HKFRS 12, “Disclosures of interests in other entities”,
includes the disclosure requirements for all forms of
interests in other entities, including joint arrangements,
associates, special purpose vehicles and other off
balance sheet vehicles. The Group is yet to assess IFRS/
HKFRS 12’s full impact and intends to adopt IFRS/
HKFRS 12 no later than the accounting period beginning
on or after 1 January 2013.

o HKFRS 13, “Fair value measurement”, aims to improve
consistency and reduce complexity by providing a
precise definition of fair value and a single source of fair
value measurement and disclosure requirements for use
across HKFRSs. The requirements do not extend the
use of fair value accounting but provide guidance on
how it should be applied where its use is already
required or permitted by other standards within
HKFRSs. The Group is yet to assess the full impact of
HKFRS 13 which shall be effective for the financial year
beginning on or after 1 January 2013.
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Basis of preparation and accounting policies (Continued)

(©

Revised presentation of advances to customers and trade bills

To align with market practice, trade bills which were previously
included as part of gross advances to customers are now
reported as a separate item under “Advances and other
accounts” and do not form part of advances to customers. In
addition, bills receivable representing unfunded items which
were previously included as part of trade bills are now reported
as part of other accounts and do not form part of trade bills.
Comparative figures including impaired loans, overdue loans
and rescheduled loans ratios, loan to deposit ratio, etc. have
been restated accordingly to conform with current period’s
presentation.

The interim condensed consolidated financial statements are

presented in thousands of Hong Kong dollars (HK$’'000), unless
otherwise stated, and was approved by the Board of Directors for
issue on 9 August 2012,

These interim condensed consolidated financial statements have not

been audited.

1 8 B Net interest income
BEAAHZ=ZTHIEAMEA For the six months ended 30 June
it Sk R
2012 2011
AEBA Interest income
& RARITIN S & Cash and balances with banks 190,426 108,354
BHERYE Investments in securities 439,551 267,819
%P RBATH T Advances to customers and banks 1,235,048 1,154,208
1,865,025 1,530,381
AR Interest expense
AR/ B P A Deposits from banks/Deposits from customers 733,291 437 642
BB AT I 77 2R Certificates of deposit issued 13,197 53,762
C T ET S Issued debt securities 24,858 18,080
B Subordinated notes 69,512 42,591
HAt Others 2,604 7,136
843,462 559,211
MEBABS Included within interest income
RUATEFHE A LEH A Interest income on financial assets not at
BEMEHMEEZFEA fair value through profit or loss 1,840,454 1,511,842
WEEE 2 FBIA Interest income on impaired assets 734 5,277
MEXHas Included within interest expense
AU TERHE B EEH A Interest expense on financial liabilities not at
B 4 EE 2 A B fair value through profit or loss 811,200 520,239
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BWEAH=FHILAMEA
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Net fee and commission income
For the six months ended 30 June

- Trade finance
- Credit card

- Other fees

e I
2012 2011
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 29,938 35,238
25,214 21,285
138,088 134,709
Other fee and commission income
- Securities brokerage 26,189 26,001
- Insurance distribution and services 27,544 19,405
- Retail investment and wealth management services 37,144 32,259
- Bank services and handling fees 21,083 21,326
44,501 16,567
349,701 306,790
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 97,105 96,184
- Other fees paid 6,147 6,629
103,252 102,813
246,449 208,977

statements.

5. Net trading income

For the six months ended 30 June

Net gain arising from dealing in foreign currencies
Net gain on trading securities
Net gain from derivatives entered into for
trading purpose
Net loss arising from financial instruments subject
to fair value hedge
Net loss arising from financial instruments designated
at fair value through profit or loss

13

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

e St SR
2012 2011
126,500 140,224
1,941 518
2,352 3,336
(33,065) (28,867)
(16,880) (11,359)
80,848 103,852
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6. Other operating income
For the six months ended 30 June

“R-T “Eo—f
2012 2011
Dividend income from investments in available-for-sale securities
- Listed investments 2,248 453
- Unlisted investments 3,960 2,746
Gross rental income from investment properties 9,388 5,022
Other rental income 3,360 2,684
Others 5,353 5,852
24,309 16,757
7. Operating expenses
For the six months ended 30 June
e Sk “E—F
2012 2011
Employee compensation and benefit expenses
(including directors’ remuneration) 505,854 444,232
Premises and other fixed assets expenses,
excluding depreciation 102,621 84,886
Depreciation (Note 21) 86,967 66,192
Advertising and promotion costs 37,528 49,091
Printing, stationery and postage 7,805 13,033
Amortisation expenses of intangible assets 2,282 7,277
Others 123,040 68,775
866,097 733,486

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

N
2012 2011
Loan impairment losses
Net (reversal)/charge of impairment losses on advances
and other accounts
- Individually assessed (8,002) 103,188
- Collectively assessed 37,558 (17,758)
29,556 85,430
Of which
-new and additional allowances (including amounts directly
written off in the period) 84,487 146,072
- releases (21,420 (19,690
- recoveries (33,511) (40,952)
29,556 85,430
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) mEBHFBEEZE OERH) ki 9. Net (loss)/gain on disposal of investments in securities

(+)

HWEANA=ZFHIEAMA For the six months ended 30 June
R “EofF
2012 2011
B T A o R S R Net gain on disposal of available-for-sale securities 53,829 10,373
AR B BRI 2 Net loss on disposal of investments in securities included
HAREFER in the loans and receivables category (64,638) (9,011)
JEI Rk R E R S Net (loss)/gain on redemption and disposal of
T B8 /s held-to-maturity securities (5,384) 1,750
(16,193) 3,112
B 10. Taxation
T Vs R A5 05 4 BRI A 51 SR s B DA Hong Kong profits tax has been provided at the rate of 16.5% (2011:
HK16.5% (K ——4 1 16.5%) REHEM - 16.5%) on the estimated assessable profit for the period. Taxation
MBS e 1 TR i S S IRE B 3 R A A 4R on overseas profits has been calculated on the estimated assessable
B 45 E T [ 2 BLAT B R - profit for the period at the rates of taxation prevailing in the countries
in which the Group operates.
IR HE B JER R B R R 2 B DIBLR Deferred taxation is calculated in full on temporary differences under
16.5% (% ——4 : 16.5%) fE 2B - the liability method using a taxation rate of 16.5% (2011: 16.5%).
BWEANH =T HIEAMWA For the six months ended 30 June
FEpl
Restated
e St “E—F
2012 2011
BB E Current income tax
— HEAIE - Hong Kong profits tax 58,198 73,114
— AR - Overseas taxation 5,477 5,438
— PR 2 B — Under provision in prior periods 5,720 2,269
EEHIA Deferred income tax
— PR IR S R - Origination and reversal of
HE[el temporary differences 8,066 4,398
— FERB B R - Recognition of tax losses (2,102) -
B Taxation 75,359 85,219
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(=) HR B A 3 B 9 78 00 11.  Basic and diluted earnings per share
BE-EFE-"HEANA=ZTHIEAEAZE The calculation of basic earnings per share for the six months ended
J FE AR 28 ] T 45 HE 2 11 568,286,000 7T Je 38 30 June 2012 is based on earnings of HK$568,286,000 and the
T E B4 T B0 2 RE T34 811,222,934, 755 /% weighted average number of 1,222,934,755 ordinary shares in issue
Cipza during the period.

HWE-Z-FANA=THILAWAZE The calculation of diluted earnings per share for the six months ended

G 38 9 21 R 7 4 B B 11 568,286,000 78 K 1 30 June 2012 is based on earnings of HK$568,286,000 and the

TR B AT M A7 468 5 B T 9 A i 1 3 weighted average number of 1,223,247,242 ordinary shares in issue

JBe % 2 BT 901,223,247 242 5B o during the period after adjusting for the effect of all dilutive potential

ordinary shares.

WME_Z——FRNA=ZTHIEAHHZE The calculation of basic earnings per share and diluted earnings per

e A A 8 R IR T 2 R T 4 BR R A share for the six months ended 30 June 2011 are based on earnings

555,764,0007 7T 5 A 1A € 84T Ik 40 2 IR of HK$555,764,000 and the weighted average number of
¥)91,222,934,755 8 51 o 1,222,934,755 ordinary shares in issue during the period.

PEE-F-FAAZTHA R —— The share options outstanding during the periods ended 30 June

N H Z A BRI R 2 AR AT 0 R 2012 and 30 June 2011 have no dilutive effect on the weighted

- 58 B 5 A0 22 o R 359 SN e R R o average number of ordinary shares.
(+2) B4 BAEBAT I &5 Bk 12.  Cash and balances with banks

e Sk R

ANZETH FSHA=ET—H

As at As at

30 Jun 2012 31 Dec 2011

Ba RAERATH &5 67 Cash and balances with banks 2,329,238 4,278,370

0 A Money at call and short notice 8,274,076 7,626,447

10,603,314 11,904,817

(4 =) #940 RUOH G 0 27 B it A€ DA A F-fi it Bt

13.

Trading securities and financial assets designated at fair value

HIC S8 Bk A 428 0 4 i % through profit or loss
it Sk R
ANETH A=+ —H
As at As at
30 Jun 2012 31 Dec 2011
FEHE MBI ES - Trading securities:
R # I - Debt securities:
- &L - Listed in Hong Kong 1,028,119 533,415
il - Unlisted 5,267,565 4,872,761
FRfE EE iR 5 5 Total trading securities 6,295,684 5,406,176
68 LR H B ARG Financial assets designated at fair value through
11 45 7 profit or loss:
s Debt securities:
— HHELUA L - Listed outside Hong Kong 10,919 8,776
FREEE MM S s 2 A FEFE  Total trading securities and financial assets designated
BHEHF ARG LG =AM at fair value through profit or loss 6,306,603 5,414,952
WIEEBESNE Included within debt securities are:
— WHEERHEEE R 5 ~ Government bonds included in trading
ZBUR R securities 6,293,843 5,404,319
— HAb B # - Other debt securities 12,760 10,633
6,306,603 5,414,952

BB AR AR B
N e T e
A 48 5 F5 1 7 0T -

As at 30 June 2012 and 31 December 2011, there were no certificates
of deposit held included in the above balances of investments in
debt securities.
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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:

B oy fran R

— BRI T
- LRI

- ST R T
- ¥

() fiksmIR

REF—THERNA =T AR E TR
AL ARAERIRTENT

e St SR

ANETH FSHA=ET—H

As at As at

30 Jun 2012 31 Dec 2011

- Central governments and central banks 6,293,843 5,404,319
- Public sector entities 1,424 1,433
- Banks and other financial institutions 417 424
- Corporate entities 10,919 8,776
6,306,603 5,414,952

14. Derivative financial instruments

The notional principal amounts of outstanding derivatives contracts
and their fair values as at 30 June 2012 were as follows:

wh/
hEeN A
Contract/ Fair values
notional g fifg
amount Assets Liabilities
1) BEEEMEZAETE 1) Derivatives held for trading
B) SMERETA a)  Foreign exchange derivatives
MR EAY Forward and future contracts 46,722,416 212,993 (86,883)
Bkt Currency swaps 1,379,430 563 (15,384)
B i th S A 1 Currency options purchased and written 32,095,650 57,669 (57,637)
L) FIERAETR b) Interest rate derivatives
il & Interest rate futures - - -
il 4 Interest rate swaps 9,486,804 3,172 (78,144)
W) HEaENE LR ¢) Equity derivatives
EYNSeEL kil Equity options purchased and written 23,584 173 (173)
HEEEREZ TR Total derivative assets/(liabilties)
&/ (A & held for trading 89,707,884 274,570 (238,221)
) HHEEMEBZAETR 2 Derivatives held for hedging
H) JEEU AT a)  Derivatives designated as fair value hedges
ZHETR
Fil 4 Interest rate swaps 16,294,644 406,491 (1,330,119)
SRR 2 i TR Total derivative assets/(liabilties)
&E/ (AR A held for hedging 16,294,644 406,491 (1,330,119)
3) HETHERAMAIEEM 3 Derivatives not qualified as hedges for
i o LA TE accounting purposes but which are managed
At B A B A AR in conjunction with the financial instruments
SHTA-FER designated at fair value through
TR profit or loss
piESta Interest rate swaps 1,163,595 6,201 -
IR (=puliili v L Total derivative assets
THEEAG not qualified as hedges 1,163,595 6,201 -
CHERZiEEMIA Total recognised derivative financial
G/ (A A5 assets/(liabilities) 107,166,123 687,262 (1,568,340)
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(+mW) fikE&EWTH F) 14.  Derivative financial instruments (Continued)

RoFE——F+ A=+ —H KRB WAAE The notional principal amounts of outstanding derivatives contracts
THAEKZZAFRAE REATENT and their fair values as at 31 December 2011 were as follows:
A
z%gé AV
Contract/ Fair values
notional 4 AR
amount Assets Liabilities

1) HEEEM@ZAETRE 1) Derivatives held for trading

M) SMEfETA a)  Foreign exchange derivatives
R E AL Forward and future contracts 42,691,478 231,257 (89,675)
Bkl Currency swaps 189,270 - (21,753
A T i th S A Currency options purchased and written 1,554,859 4317 (4,299)
) MEfELR b) Interest rate derivatives
GES N Interest rate futures 3,300,805 270 -
Tl 41 Interest rate swaps 9,735,389 7,297 (87,910)
) s EfE LA c) Equity derivatives
YNGR okiail Equity options purchased and written - - -
REREMRZAELA Total derivative assets/(liabilties)
B/ (AR A5 held for trading 57,471,801 243 141 (208,637)

) HEEMAEZAATR 2 Derivatives held for hedging

B) #E AT EE a)  Derivatives designated as fair value hedges
ZAETA
B S8 Interest rate swaps 15,288,995 366,613 (1,337,916)
FEHM R 2 i TR Total derivative assets/(liabilities)
G/ (B A5 held for hedging 15,288,995 366,613 (1,337,916)

3) e AMEE W 3 Derivatives not qualified as hedges for

Mk > AELEE DA TH accounting purposes but which are managed
st DR ARG in conjunction with the financial instruments
SHTA-FER designated at fair value through
ZETR profit or loss
FilzR 5 Interest rate swaps 1,164,990 29,877 -
REA SRR 2 A Total derivative assets
TREEAG not qualified as hedges 1,164,990 29,877 -
ez ST Total recognised derivative financial
B/ (B A5 assets/(liabilties) 73,925,786 639,631 (1,541,559)
WHEMETRZ A TERFE % 858 T The effect of bilateral netting agreements has been taken into account
RPN in disclosing the fair value of derivatives.
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14.

Derivative financial instruments (Continued)

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

T entered into, are as follows:
e St ZF -
AZFH +oA=+—H
As at As at
30 Jun 2012 31 Dec 2011
MEREH Exchange rate contracts 831,048 435,921
=454 Interest rate contracts 188,702 181,052
Hit g% Other contracts 876 -
1,020,626 616,973
(4 H) &5 kI BIkE 15. Advances and other accounts
il
Restated
ZR-CE ZE -
AHZ+FH FZA=+—H
As at As at
30 Jun 2012 31 Dec 2011
RF A Gross advances to customers 81,892,826 80,867,228
R Trade bills 3,329,524 1,559,061
Hibh g Other assets
— MR BTN R ~ Other accounts receivable and prepayments 4,117,579 2,919,424
89,339,929 85,345,713
B« 0 e A Less: impairment allowances
— AR - Individually assessed (192,226) (190,859)
— AT - Collectively assessed (183,792 (193,994)
_____ (376,018) (384853
AARAE B R IR R 22 Investments in securities included in the loans and
EHRWE (et L) receivables category (Note 17) 5,444,754 6,799,300
BIHEH S KR H Advances and other accounts 94,408,665 91,760,160

19




(+H) BFRHKEIMBRE &)

() SZI7RP L F T A
Jd M B LUSE AT i (R T 7 M

15. Advances and other accounts (Continued)

W (LLE (a)

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

aH7) covered by collateral
BEJ
Restated
ZE-THEANAZTR ZE-—FTIAET A
As at 30 Jun 2012 As at 31 Dec 2011
jie ¢ r L ERBET
A i DR B2 TSR
T EEi
% of gross % of gross
RARL B advances FERE advances
Outstanding covered Outstanding covered
balance by collateral Balance by collateral
BB ER Loans for use in Hong Kong
T4 Industrial, commercial and financial
— WEERE — Property development 1,123,342 42.0 902,519 462
- WERE - Property investment 14,871,635 96.2 14,857,643 94.6
- SRfE - Financial concerns 494,697 21.6 916,269 32.2
- RERL - Stockbrokers 31,761 98.9 31,372 52.2
— ATk - Wholesale and retal trade 2,301,157 92.4 2,020,735 97.1
- Wik - Manufacturing 1,624,545 94.3 1,647,656 9.7
— i R — Transport and transport equipment 4,386,737 96.6 4,192,698 9.7
- KA - Recreational activities 292,955 - 302,656 -
— il BHt - Information technology 7,025 447 2,864 75.8
- Hity - Others 2,934,304 80.9 2,678,926 95.9
28,068,158 89.7 27,553,338 90.6
{IN Individuals
- WEIREALES] - - Loans for the purchase of flats in
(RASBREREH] R Home Ownership Scheme,
Fiikayaaetin [N Private Sector Participation Scheme
BFEH and Tenants Purchase Scheme 1,173,801 100.0 1,147,664 100.0
- BEAMAEDEER — Loans for the purchase of other
residential properties 15,778,370 99.9 15,935,118 99.9
- FRFER - Credit card advances 3,880,250 - 4,107,677 -
- Hfb - Others 4,638,646 28.8 4,413,867 28.1
25,471,067 .7 25,604,326 71.5
AR ER Loans for use in Hong Kong 53,539,225 81.2 53,157,664 81.4
BHRME (i (—)) Trade finance (Note (1)) 4,602,810 60.8 5,091,959 56.4
ERELSMER R Loans for use outside Hong Kong
(GE(Z)) (Note (2)) 23,750,791 66.0 22,617,605 69.0
81,892,826 75.6 80,867,228 76.4

A

Note:

(—) LHBIRZBHMERSER
BEMERE ((FE2ER)
B 2 HTBR T8 5110 2 85 4 7 it
O OB OMREE - R
VGO E Pl )

A% 4R B RER
B0 5 S T B 2 AR
WO AT A B E R %P
B 5y B BRI TR 2 B B

e

(1) Trade finance shown above represents loans covering
finance of imports to Hong Kong, exports and re-exports
from Hong Kong and merchandising trade classified with
reference to the relevant guidelines issued by the Hong
Kong Monetary Authority (‘HKMA”).

Starting 2012, trade bills and bills receivable associated
with trade finance activities are not classified and
included as trade finance lending to customers, and
are separately disclosed.
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15. Advances and other accounts (Continued)

() $ATEP 2 KT EHAE (LR (a)  Gross advances to customers by industry sector classified

J M R LLSE A AT AR T 7

727 (%)
ik (#)

(=) (#)

WoF -+ H=+—H
#8(H1,766,805,0004 7T 2 & 5
SRR I SRR I 0 R BRI R R A

covered by collateral (Continued)

Note: (Continued)

1) (Continued)

according to the usage of loans and analysed by percentage

Trade bills and bills receivable amounting to
HK$1,766,805,000 as at 31 December 2011 are
excluded from trade finance to conform with the 2012

EBHMEZ WA % — classification.
TARZ G
R REEZ B 5 M E SR Trade financing loans not involving Hong Kong totalling

{H198,784,0008 7T (& ——

o ZOA

HK$198,784,000 (31 December 2011: HK$131,566,000)

=+ —H : are classified under Loans for use outside Hong Kong.
131,566,0001% 7¢) 7r Jt (15 &
HELUSME B BRI o

(Z) FEA s LAAME iy SR i 5 4% (2)  Loans for use outside Hong Kong include loans
THBE P EIME R extended to customers located in Hong Kong with the
ZHEK - finance used outside Hong Kong.

B A A R AR R AR A For each industry sector reported above with loan balance

ZEL EiATEE > R EE AR constituting 10% or more of the total balance of advances to

B~ R R AR AR 5 A R Y customers, the attributable amount of impaired loans, overdue

BPOREERHITE loans, and individually and collectively assessed loan

impairment allowances are as follows:
ZER-THEANZTH
As at 30 Jun 2012
ek
AR
MB=MA W B
Gross  WfAIEM  WMAIHEM
advances Individually  Collectively
FERER  WMARE  overduefor  assessed  assessed
Outstanding Impaired over3 impairment impairment
balance loans months  allowances  allowances

EFEEMMET  Loans for use in Hong Kong

ANEY Industrial, commercial and financial

- WERE ~ Property investment 14,871,635 - - - 6,660

DN Individuals

- BREMEE — Loans for the purchase of other residential

MEER properties 15,778,370 - 908 - 662
“F-—FtoA=t-H
As at 31 Dec 2011
B

mlEERE ‘ .
BR=A . ]
Gross  WMAEM  BEEMH
advances  Individually  Collectively
FEEER O BHEK  overduefor  assessed  assessed
Outstanding Impaired over3  impairment  impairment
balance loans months  allowances  allowances

EEBEMAEE  Loans for use in Hong Kong

TH&H Industrial, commercial and financial

ks ~ Property investment 14,857,643 - - - 7,531

DN Individuals

- BREMEE - Loans for the purchase of other residential

WEEH properties 15,935,118 - 649 - 808
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15. Advances and other accounts (Continued)

() H o A G TERTTHE % 7 1 R AR (b)  Non-bank Mainland exposures
ZE-CZHEAAZTH
As at 30 Jun 2012
VR
BEAMKN  HEAED A
ity B 2 ity B 48 Individually
On-balance Off-balance assessed
sheet sheet il impairment
P EER L Type of counterparties exposure exposure Total allowances
GEPN 2 1 Mainland entities 9,634,071 609,684 10,243,755 42,042
HBEAELMATR  Companies and individuals outside Mainland
A > T KB where the credits are granted for use in
JiS e B A B ff the Mainland 11,606,943 378,028 11,984,971 130,966
Kbz #FmLER  Other counterparties the exposures to
WRERBBERERTE  whom are considered by the Group to
%F be non-bank Mainland exposures 55,418 - 55,418 -
e Y B
As at 31 Dec 2011
T AT
BEAREN  EEARRMN WA
it kA igfig) Individually
On-balance Off-balance assessed
sheet sheet anE impairment
THHTFHE Type of counterparties exposure exposure Total allowances
K B B Mainland entities 8,610,976 1,219,140 9,830,116 42,497
HBABEMATR  Companies and individuals outside Mainland
A - T KB where the credits are granted for use in
T B K £ the Mainland 12,183,169 345,278 12,528,447 131,514
Kbz #FmLER  Other counterparties the exposures to
WARERBERERITE  whom are considered by the Group to
%F be non-bank Mainland exposures 160,624 - 160,624 -
fiaE - Bl RMARE AR R P R Note: The balances of exposures reported above include
BRHEMHEFREZ S gross advances and other balances of claims on the
e customers.

(7)

BT F 7 R AR R A

e
A

B BT SRR E 2% 58 R
BRI 2 58 o B F A M e —
JBE R > LR Ry (i B A 5
BT AR 2 R > JRUBR o Fs o

()
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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.



(+14) #HEKRIBIRE (40

()

(1)

LI 7T 2 T BRI
# ()

TRAEZF TR - WHBHEF
B R BR % F RS B
A A 9ol (5 Y R 4% 8 3 2 AT -

ZF-CHEAAZTH As at 30 Jun 2012
ik Hong Kong

i China

M Macau

Hity Others
N As at 31 Dec 2011
il Hong Kong

Gt China

e Macau

Hil Others

i SR B 5 b 2 B A 7 R B i
AR 2 %5 T HRE - BFERK
(U F#a) fph = F——FE+ A=
+— H B 2 EE R R 2 H
639,0003 T Ah o it ZF— 4K H
“tTHEE——F A=t~
H o 7 4 00 4 A B s ~ 78 R 18
R = A e R A SR AT B R R
HAbEE - FHEF S5 HATB
AT

15.

Advances and other accounts (Continued)

()

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

The following table analyses gross advances to customers,
individually impaired advances to customers, overdue
advances to customers, and individually and collectively
assessed impairment allowances by geographical area.

TR TR B

FRES BMAEE  WEEH  WAERE

Individually % Fifia Individually ~Collectively

%PR¥MK  impaired Overdue  assessed  assessed
Gross advances advances to advancesto impairment impairment
to customers  customers  customers  allowances allowances
63,959,659 188,334 188,231 142,330 95,214
9,167,673 149,893 210,895 36,432 40,740
7,777,650 27,615 31,293 10,645 40,295
987,844 5,139 5,139 2,819 5,052
81,892,826 370,981 435,558 192,226 181,301
Rl R A

KF&% aMAEE O WEEHE  BEEE

Individualy ~ ZF &2  Individually  Collectively

KRGS impaired Overdue  assessed  assessed
Gross advances  advances to  advances to  impairment  impairment
to customers  customers  customers  allowances  allowances
65,184,854 194,817 200,530 140,187 128,138
6,927,228 162,271 153,209 36,861 22,447
7,578,182 19,778 23,939 10,325 38,469
1,176,964 5,166 5,166 2,847 3,324
80,867,228 372,032 382,844 190,220 192,378

Impaired, overdue and rescheduled assets

Apart from the investments in certain securities included in
the loans and receivables category described in Note 17,
advances to customers (as set out below), and other assets
of HK$639,000 as at 31 December 2011 against which full
individual impairment allowances had been made, there were
no advances to banks or other assets which were individually
impaired, overdue for over 3 months or rescheduled as at 30
June 2012 and 31 December 2011. In respect of advances to
customers, the relevant amounts are analysed below.
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- Individually impaired (Note (1))
- Collectively impaired (Note (2))

Impairment allowances made
- Individually assessed (Note (3))
- Collectively assessed (Note (2))

Advances and other accounts (Continued)

Impaired, overdue and rescheduled assets (Continued)

Impaired loans

Note:

Impaired loans and advances as a % of
total loans and advances to customers

It St 3 “F——fF
ANETH FZHA=+—H
As at As at

30 Jun 2012 31 Dec 2011
370,981 372,032
13,930 13,652
384,911 385,684
(192,226) (190,220)
(12,822) (12,392)
(205,048) (202,612)
179,863 183,072
212,797 213,682
0.47% 0.48%

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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15. Advances and other accounts (Continued)

(d)
(i)

Gross amount of overdue loans

Impaired, overdue and rescheduled assets (Continued)

BEF
Restated
ZER-THEANZTH ZE——ftZA=1—H
As at 30 Jun 2012 As at 31 Dec 2011
Wk kbR
Sk S ,
Gross P8 % Gross {4
amount of Hil amount of HAr
overdue loans % of total  overdue loans % of total
Gross advances to customers
which have been overdue for:
- six months or less but
over three months 50,702 0.06 49,794 0.06
- one year or less but
over six months 105,482 0.13 254,138 0.31
- Over one year 279,374 0.34 78,912 0.10
435,558 0.53 382,844 0.47
Market value of securities held against
the secured overdue advances 354,538 320,045
Secured overdue advances 278,037 235,326
Unsecured overdue advances 157,521 147,518
Individual impairment allowances 178,719 173,957

(iii)

overdue advances shown above

Rescheduled advances net of amounts included in

ot St “F—f
AHZFH % +-A=+—H 5%
As at Wik As at Hirlt
30 Jun 2012 % of total 31 Dec 2011 % of total
Advances to customers 156,781 0.19 169,644 0.21

Impairment allowances - 900

(e)  Repossessed collateral
Repossessed collateral held is as follows:
TR-TA ZE——
ANETH FSHA=ET—H
As at As at
30 Jun 2012 31 Dec 2011
Nature of assets

- Repossessed properties - 19,400
- Others - 5,804
- 25,204

() Credit commitments and contingent liabilities analysed by
percentage covered by collateral
ZER-ZHEANZTH SR IAET A
As at 30 Jun 2012 As at 31 Dec 2011
TG R B AL DR
BRER b hieHE E
Contract % covered Contract % covered
amount by collateral amount by collateral
Financial guarantees and other credit
related contingent liabilities 1,677,154 25.6 2,491,029 45.9
Loan commitments and other credit
related commitments 56,934,102 4.7 54,285,718 6.3
58,611,256 5.3 56,776,747 8.0
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() BR84Sk R IR B 2 WA 16. Impairment allowances against advances to customers,
advances to banks and other accounts

o fl

“E-TAE—AR
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VT A7 i 3 2 £ 3K
B 5 RS AR %
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o
RIEERRE/ ()
BRI
W R
RS

“EEAZER
it
55

RN
L Tigilseib A b

LV R Rt
Individually Collectively it
assessed assessed Total
At 1 January 2012 190,859 193,994 384,853
Impairment losses (reversed)/charged (8,002) 37,558 29,556
Loans written off as uncollectible (6,076) (65,143) (71,219)
Recoveries of advances written off in previous years 15,900 17,611 33,511
Exchange and other adjustments (455) (228) (683)
At 30 June 2012 192,226 183,792 376,018
Deducted from:
Trade bills - 1,691 1,691
Advances to customers 192,226 181,301 373,527
Accrued interest and other accounts - 800 800
192,226 183,792 376,018
TRAIEEA AT
Individually Collectively A5
Assessed Assessed Total
At 1 January 2011 92,044 303,693 395,737
Impairment losses charged/(reversed) 108,772 (27,690) 81,082
Loans written off as uncollectible (43,989) (123,250) (167,239)
Recoveries of advances written off in previous years 33,774 40,960 74,734
Exchange and other adjustments 258 281 539
At 31 December 2011 190,859 193,994 384,853
Deducted from:
Trade bills - 1,157 1,157
Advances to customers 190,220 192,378 382,598
Accrued interest and other accounts 639 459 1,098
190,859 193,994 384,853
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Investments in securities included in the loans and receivables
category

e St 3 R
AHZFH FZA=+—H
As at As at

30 Jun 2012 31 Dec 2011

fE T ik BB BB Investments in securities reclassified

HHNE from the available-for-sale category
— A R R A TSI~ At fair value under fair value hedge
(for hedging interest rate risk) 4,177,165 4,580,292
— R AT B - At amortised cost 1,308,162 2,259,567
5,485,327 6,839,859
bk BEE Less: impairment allowances
— EaTH - Collectively assessed (100,000) (100,000)
5,385,327 6,739,859
TAP e B AR IR 7 B Investments in securities classified as loans and receivables
JEYCRIRZ A E upon initial recognition 59,427 59,441
5,444,754 6,799,300

B

A0 B e B 2 6 8 M MR 2
FECEAEMERECaY - R F - TFER
A=tRE=F——F+ZA=+—R>
GERECEEE - F -

B A 8 B B B WK R 2 T 2 A O

Investments in securities classified as loans and receivables upon
initial recognition were overdue at the time of recognition. As at 30
June 2012 and 31 December 2011, these investments were overdue
for more than one year.

Investments in securities included in the loans and receivables

Branr : category are analysed as follows:
e St 3 R
AHZFH FZA=+—H
As at As at
30 Jun 2012 31 Dec 2011
fEBHE Debt securities:
AN - Listed in Hong Kong 626,922 667,871
— BN T - Listed outside Hong Kong 4,785,495 6,099,453
=k Ll - Unlisted 132,337 131,976
5,544,754 6,899,300
B < W A Less: impairment allowances
— fEa S - Collectively assessed (100,000) (100,000)
5,444,754 6,799,300
tWiEETHE Market value of listed securities 4,643,936 5,692,801

ROF-EAASTARCE
SRS R AR R
4 5 F 7 3 <

4 1 553 AR 2 8 254
BT R A 47 20 F

As at 30 June 2012 and 31 December 2011, there were no certificates
of deposit held included in the above balances of investments in
debt securities.

Investments in securities included in the loans and receivables
category are analysed by categories of issuers as follows:

— ST R A4 - Banks and other financial institutions 2,497,817 3,614,285
- ¥ - Corporate entities 3,046,937 3,285,015
5,544,754 6,899,300
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18.

Debt securities:

- Listed in Hong Kong

- Listed outside Hong Kong
- Unlisted

Equity securities:

- Listed in Hong Kong

- Listed outside Hong Kong
- Unlisted

Total available-for-sale securities

Available-for-sale securities

Included within debt securities are:

- Certificates of deposit held

- Other debt securities

Available-for-sale securities are analysed by
categories of issuers as follows:

- Central governments and central banks

- Public sector entities

- Banks and other financial institutions

- Corporate entities
- Others

28

It St 3 “F——fF
AZFH FZA=+—H
As at As at

30 Jun 2012 31 Dec 2011
6,694,829 6,532,001
10,570,529 9,233,246
1,461,452 1,175,502
18,726,810 16,940,749
63,455 110,572
71,125 84,599
167,152 150,886
301,732 346,057
19,028,542 17,286,806
24,144 24,270
18,702,666 16,916,479
18,726,810 16,940,749
3,051,835 5,814,123
289,881 199,393
6,299,035 4,874,427
9,386,263 6,397,335
1,528 1,628
19,028,542 17,286,806
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19. Held-to-maturity securities
it St R
AA=ZFH FoA=t+—H
As at As at
30 Jun 2012 31 Dec 2011
BB E S Debt securities:
AN - Listed in Hong Kong 735,620 263,814
- FHELA BT - Listed outside Hong Kong 5,505,929 5,734,221
-F b - Unlisted 1,668,373 2,173,952
7,909,922 8,171,987
b STIE Market value of listed securities 6,086,959 5,624,025
BEEEEHENE Included within debt securities are:
- N E - Certificates of deposit held 399,627 6,126
- Btk s s - Other debt securities 7,510,295 8,165,861
7,909,922 8,171,987
TR I S B TR Held-to-maturity securities are analysed by
L N issuer as follows:
- R R LR AT - Central governments and central banks 768,865 1,691,869
N4 T - Public sector entities 193,723 193,906
- 84T R A R B - Banks and other financial institutions 4,555,818 4,367,632
- - Corporate entities 2,391,516 1,918,580
7,909,922 8,171,987

(=) S e 2 Tl 2

RoFE—TAERH =T HIEAEA R
F——Et THE T HREER > A%
P S 0 567 < T A T 86 e B SR R
TR B R WO TR -

MERR -FE—-—HENA=ZTHEHIE
CHEMEE > GEEHBZ SMEER
CE-TEANHZHZ AT LR
2 Hl B 4,711,450,0008 5 (=& ——4F+
H=4+—H :5,760,063,000% 5t) X
5,485,327,000# T (—F —~—4+_H=+
—H : 6,839,859,000% 7C) °

MABR _E - NA=THEKTH
ZARMEE o MWTER A AR RN 4
il 2 A AT UL o B ST R R B R
T RENCEHK B SR R E RE 45 R A 2 A s
8% & 58 h1777,679,0008 ¢ (—F ——4+
“HA=+—H : #01,082,370,000% T) -

20.

Reclassification of financial assets

During the six months ended 30 June 2012 and the year ended 31
December 2011, the Group did not reclassify any financial assets
out of the available-for-sale category into the loans and receivables
category.

For the reclassified financial assets as at 30 June 2012, the fair values
and carrying values of these reclassified financial assets as at 30
June 2012 were HK$4,711,450,000 (31 December 2011:
HK$5,760,063,000) and HK$5,485,327,000 (31 December 2011:
HK$6,839,859,000) respectively.

For the reclassified financial assets as at 30 June 2012, if
reclassification from the available-for-sale category into the loans and
receivables category in the prior reporting periods had not taken
place, the revaluation deficit in equity would have been
HK$777,679,000 higher (31 December 2011: HK$1,082,370,000
higher).
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(H—) 47 2 B Il 1 s & 21. Premises and other fixed assets

B > Rt
Bk
Furniture,
equipment
and
110 motor At
Premises vehicles Total
BE-FZ-"HEAA=ZTHIEAMEA Six months ended 30 June 2012
A0 B T O Opening net book amount 2,924,758 242,174 3,166,932
Wi Additions - 59,538 59,538
HEfE Revaluation surplus - - -
EHR R R Revaluation deficits taken to
income statement - - -
EHAERENERTE Reclassification from investment
properties to premises - - -
RIS Disposals - (943) (943)
ELH (L) Depreciation charge (Note 7) (50,150) (36,817) (86,967)
T 52 Exchange difference (243) - (243)
0K B O Closing net book amount 2,874,365 263,952 3,138,317
SR -CHEAAZETH At 30 June 2012
WA /i Cost/valuation 2,924,818 586,009 3,510,827
ESi i Accumulated depreciation (50,453) (322,057) (372,510)
i T 7 (B Net book amount 2,874,365 263,952 3,138,317
BEZZ——F A= —HIEEE Year ended 31 December 2011
AF ) AR T 1 Opening net book amount 2,235,895 182,444 2,418,339
i Additions 119,473 126,569 246,042
EXE Revaluation surplus 528,319 - 528,319
(R A R Revaluation deficits taken to
income statement (991) - (991)
ENAEREMELTE Reclassification from investment
properties to premises 117,000 - 117,000
ik Disposals - (218) (218)
L Depreciation charge (74,938) (66,621) (141,559)
I 52 Exchange difference - - -
AR K R T 7 Closing net book amount 2,924,758 242174 3,166,932
ZE - ZAST At 31 December 2011
WA /A (E Cost/valuation 2,925,062 552,584 3,477,646
ZWIE Accumulated depreciation (304) (310,410) (310,714)
TR I Net book amount 2,924,758 242174 3,166,932
REMITERFZMGER F - —F T2 The Group’s premises were last revalued at 31 December 2011,
H =+ — B HEAT o MCRTAY M 3 B 36 45 5F Valuations were made on the basis of open market value by
T8 BT S — P BAE T O (B S S 1) independent, professionally qualified valuer Savills (Valuation and
AR T Cof (o 7 7 v S o B B A 2 AT ) Professional Services) Limited for premises in Hong Kong and
B8 — RV EAE T GRM) A B2 a] A7 Mainland China, and by Savills (Macau) Limited for premises in Macau.

WM ZATE) $hm BT RS W AR 4
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22. Investment properties

At beginning of the period/year
Additions

Reclassification

Disposals

Fair value gains on revaluation

At end of the period/year

(AL IR M 2 B 2) A B 5 E properties in Macau.
FMETAE ) -
% P Ak 23. Deposits from customers

IR K R ARAT 3K
CERE

ST~ A R A

AT W A7 Kl

e RURIES N ay

NFHIR
TR A IR

A% AR I 7E MG 55 BB AT A7 0 B W R A 40
JE 1} Ay 4 A W LL B BT B 2 IR E R
22,000,000 ¢ (—F——4E+ =+ —

H @ 524,000,000 jC) °

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

24. Certificates of deposit issued

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

carrying amount.
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L
“E-TA wE
AAZTHIE SR
AIH FZA=T—HIE
Six months AR
ended Year ended
30 Jun 2012 31 Dec 2011
748,893 718,913
- 80,657
- (117,000)
- (27,100)
- 93,423
748,893 748,893

The Group’s investment properties were last revalued at 31 December
2011. 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

SETE Rk
ANETH FZHA=+—H
As at As at

30 Jun 2012 31 Dec 2011
13,082,133 12,558,421
15,486,806 14,572,400
84,817,483 86,238,447
113,386,422 113,369,268
e e
AHZ+H FZA=+—H
As at As at

30 Jun 2012 31 Dec 2011
2,643,734 2,676,942
35,767 487,125
2,679,501 3,164,067

The amount that the Group would be contractually required to pay at
maturity to the holders of these certificates of deposit is HK$22 million
lower (31 December 2011: HK$24 million lower) than the above
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100,000,000 J& =% — 4 4
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Issued debt securities

Note:

US$250,000,000 Floating Rate Notes
due 2013 (Note (a))

US$100,000,000 Floating Rate Notes
due 2014 (Note (b))

e e e
AHZ1TH FZH=+—H
As at As at

30 Jun 2012 31 Dec 2011
1,939,333 1,941,660
775,730 776,660
2,715,063 2,718,320
2,715,063 2,718,320

This represents US$250,000,000 Floating Rate Notes (the
“Notes”) issued by DSB under DSB’s Euro Medium Term Note
Programme, and are listed on the Singapore Stock Exchange
Trading Limited (“SGX”). The Notes are unsecured and have a
final maturity on 7 October 2013. The Notes were issued in
two series, comprising US$175 million issued on 7 October
2010 and US$75 million issued on 15 November 2010.

() BET AR RAT 38 KR SR AT 2 B i (o) This represents US$100,000,000 Floating Rate Notes (the
G IR B TR —— 4R “Notes”) issued by DSB on 28 April 2011 under DSB’s Euro
TNBH AT WA Bz Medium Term Note Programme, and are listed on the SGX.
100,000,000 7t 17 B 4% ([ 45 ]) - The Notes are unsecured and have a final maturity on 28 April
FEBELIME - REIWA L -F 2014,

—PHER A —+NH -
() HAE e 26. Subordinated notes
it St 3 “E——fF
ANZEFH TZA=+—H
As at As at
30 Jun 2012 31 Dec 2011
150,000,000 Tt — % — L 4F US$150,000,000 Subordinated Fixed Rate Notes
BnE SRR GEOF)) due 2017 (Note (a)) 1,164,804 1,170,815
225,000,000 TG 1t % R US$225,000,000 Subordinated Fixed Rate Notes
B E BE B GE(2)) due 2020 (Note (b)) 2,047,171 2,010,665
200,000,000 76 2 & 7k A 4% 15 US$200,000,000 Perpetual Subordinated Fixed Rate
&% GE(A)) Notes (Note (c)) 515,936 516,130
225,000,000 I3 CH —ZF 4 $$225,000,000 Subordinated Fixed Rate Notes
B E BREETE GE(T)) due 2022 (Note (d)) 1,379,430 -
5,107,341 3,697,610
RE A FERHE B HES) Designated at fair value through
At AR AR profit or loss 1,164,804 1,170,815
& RUMIRS At fair value under fair value hedge
ANTES R (for hedging interest rate risk) 3,942,537 2,526,795
5,107,341 3,697,610
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26.

Subordinated notes (Continued)

Note:

(@)
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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 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.

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 SGX.
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 SGX. 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 2010 and 2009, DSB repurchased a portion of the Notes
with a total notional principal of US$75,000,000 and
US$70,000,000 respectively at a discount after unwinding an
identical notional amount of interest rate swap. Such
repurchased Notes were cancelled after receiving prior
approval of the HKMA.
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27.

Subordinated notes (Continued)
Note: (Continued)

(d)  This represents $$225,000,000 Subordinated Fixed Rate
Notes qualifying as supplementary capital of DSB issued on 8
February 2012 (the “Notes”), which are listed on the SGX. The
Notes will mature on 9 February 2022 with an optional
redemption date falling on 9 February 2017. Interest at 4.875%
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 Singapore Dollar swap rate plus
376 basis point. DSB may, subject to receiving the prior
approval of the HKMA, redeem the Notes in whole but not in
part, at par either on the optional redemption date or for
taxation reasons on interest payment date. An interest rate
swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been
entered into with an international bank.

The change in the fair value of subordinated notes designated at fair
value through profit or loss attributable to changes in external market
prices (e.g. interest rate, currency) is a gain of HK$29,390,000 (six
months ended 30 June 2011: a gain of HK$23,881,000) and that
attributable to the Group’s own credit standing is a loss of
HK$23,379,000 (six months ended 30 June 2011: a loss of
HK$22,457,000) respectively in the six months ended 30 June 2012.

The amount that the Group would be contractually required to pay at
maturity to the holders of these subordinated notes is HK$392 million
lower (31 December 2011: HK$358 million lower) than the above
carrying amount.

Other accounts and accruals

Amounts payable arising from purchase of securities pending
for settlement
Others accounts payable and accruals

e
AZFR FZA=ETH
As at As at

30 Jun 2012 31 Dec 2011
115 8,000
3,814,809 2,181,983
3,814,924 2,189,983
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28. Reserves

ME

Restated

e St ZF -

AZFH +FoA=+H

As at As at

30 Jun 2012 31 Dec 2011

it Reserves

B it {1 Share premium 4,241,183 4,241,183
el i GConsolidation reserve (220,986) (220,986)
171 E A R Premises revaluation reserve 1,798,221 1,812,389
BEEARM Investment revaluation reserve (508,279) (834,743)

I 5% Gt Exchange reserve 244,597 257,732
— i ft e General reserve 700,254 700,254
TR BA Retained earnings 8,164,640 7,824,038
14,419,630 13,779,867

AR R A R 2 RS Proposed dividend included in retained earnings 100,110 244 587

AL B RATHE 2 7 > KHTHRAT
WIARAT - ZR DA S (ol 4 S A £ B A U B 5
A5 R BT 2 LA 2 AR A A o AR
B 0 )Y B 4 B U BT SRR B L A
HERHRZAMEERE - ZEE MR
BRI IR B T B R 2 A o B R 22
B R LA R ME AT R A o I B 4R
{f 45 7 3 48

RoF—"AERNA=ZTHH R e e
1,188,929,000% 7t (= F ——F+_H=+—
A 1,158,201,000% 7) 2 4 %A 1F b B4t
FARE A A — Mt REERERER
Rl g o WHRAMATE AL MBE AN D E
4,073,0008 0 (ZF——4F+ " H=1—H :
4,279,000 J0) 2 & H1E B B 5 s o

(L) s f s Bk

() &R

TSR A% S PR A7 o 4R 4 e 2 A Bl 2
B R 2 B EAREWT

SEIRHEVS SPAibT

29.

Expenditure authorised but not contracted for
DA R R 2 B2 Expenditure contracted but not provided for

The Group’s Hong Kong banking subsidiaries, DSB and MEVAS, are
required to maintain minimum impairment provisions in excess of
those required under HKFRS in the form of regulatory reserve. The
regulatory reserve is maintained to satisfy the provisions of the Hong
Kong Banking Ordinance and local regulatory requirements for
prudential supervision purposes. The regulatory reserve restricts the
amount of reserves which can be distributed to shareholders.
Movements in the regulatory reserve are made directly through equity
reserve and in consultation with the HKMA.

As at 30 June 2012, DSB has earmarked a regulatory reserve of
HK$1,188,929,000 (31 December 2011: HK$1,158,201,000) first
against its general reserve; and for any excess amount, the balance
is earmarked against its retained earnings. MEVAS has earmarked a
regulatory reserve of HK$4,073,000 (31 December 2011:
HK$4,279,000) in its retained earnings.

Contingent liabilities and commitments
(a)  Capital commitments
Capital expenditure in respect of projects and acquisition of

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

e St 3 R
AHZ+H FZA=+—H
As at As at

30 Jun 2012 31 Dec 2011
64,809 88,320
144,725 130,126
209,534 218,446
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29. Contingent liabilities and commitments (Continued)

(b)  Credit commitments

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

MEHFWMT - credit to customers are as follows:
TR
Contract amounts
“F-CE Rk
AHZ+FH FZA=+—H
As at As at
30 Jun 2012 31 Dec 2011
HHGEHERER Direct credit substitutes 458,547 461,738
L 5y B 2 SR TE B Transaction-related contingencies 266,916 247,862
S Y MIB 2 SR E Trade-related contingencies 951,690 1,781,429
ARG RUE TR ETE S Commitments that are unconditionally
A R cancellable without prior notice 51,791,693 50,057,972
Hopbids > HFAMIFR S : Other commitments with an original maturity of:
S - under 1 year 3,757,026 3,109,602
-—E LML -1 year and over 1,127,754 1,112,384
kTN Forward forward deposits placed 257,630 5,760
58,611,256 56,776,747
£ SEIBR
Credit risk weighted amounts
T
AHZFH FZA=T—H
As at As at
30 Jun 2012 31 Dec 2011
HRA R RRE Contingent liabilities and commitments 1,571,029 1,338,349

(H) EfEIZ G

T TS R AR S A S HE AL 4 (7 75
P ) I R T S A A0 B A A A
B R AN G B 8 O

fifEHE MR 2%
AT i 4

Trading securities
Available-for-sale securities

()
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Assets pledged

Exchange Fund debts pledged with the HKMA to facilitate the
Group’s trading and market-making activities in Exchange Fund

debts are as follows:

e e
ANZEFH TZA=+—H
As at As at

30 Jun 2012 31 Dec 2011
750,521 3,103,841

155 155

750,676 3,103,996
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29. Contingent liabilities and commitments (Continued)
(c)  Assets pledged (Continued)

Non-government bonds pledged with unrelated financial

o AR 2 IR BUN 7 institutions under repurchase agreements are as follows:
e St SR
AZFH +oA=+—H
As at As at
30 Jun 2012 31 Dec 2011
{5 Available-for-sale securities 856,665 428,356
F5 £ 5033 Held-to-maturity securities 169,653 37,896
AR TR R R Investments in securities included in the loans and
Bl zH51E receivables category - 65,655
1,026,318 531,907
HEH ERAE (d)  Operating lease commitments

WMASEE BRI > AR AT %
R BT R AR A AT 2 B AR AL
A E T

Where a Group company is the lessee, the future minimum
lease payments under non-cancellable building operating
leases are as follows:

BT “F——fF

AAZFR FZHAZ+H

As at As at

30 Jun 2012 31 Dec 2011

—ELIN Not later than 1 year 94,772 111,119
—EUBRELE Later than 1 year and not later than 5 years 137,720 130,749
T Later than 5 years 69,692 78,946
302,184 320,814

WA B A A > HR T HOH ) 2
RN ET T R AR A AT 2 AR
BT

Where a Group company is the lessor, the future minimum
lease payments under non-cancellable building operating
leases are as follows:

e St 3 R

AZFH +FoA=+—H

As at As at

30 Jun 2012 31 Dec 2011

—IEIR Not later than 1 year 15,603 14,928
—FUBRERF Later than 1 year and not later than 5 years 8,078 13,234
23,681 28,162
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30. 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
reporting period to the contractual maturity date or, where applicable,
the earliest callable date.
= L8R
MR ZHARE
~fA% g - L
R T 3months Over Bk
Repayable on Upto  orlessbut ~ 3months  Overiyear  HAERE  SWRM i
As at 30 June 2012 demand 1'month  over 1 month tolyear  to5years  Over5years Indefinite Total
Assets
Cash and balances
with banks 2,087,655 8,515,759 - - - - - 10603314
Placements with banks
maturing between one
and twelve months - - 1,883,079 2,288,744 - - - 4,171,823
Trading securtties - 256987 2,609,043 2944280 485,374 - - 6,205,684
Financial assets designated
at fair value through
profit or loss - - - - - 10,919 - 10,919
Derivative financial instruments - 119,531 94,806 30,520 143,008 299,397 - 687,262
Advances and other accounts 6,702,221 70866655 8128962 12,667,886 30,839,572 27,034,671 1,168,698 94,408,665
Available-for-sale securities - 93,141 321,524 874,703 13,375,030 4,052,387 305,807 19,028,542
Held-to-maturity securities - 313,317 198,835 1,793,874 5,301,387 242,449 - 7,909,922
Investment in an associate - - - - - - 2,112,854 2,112,854
Investments in jointly
controlled entities - - - - - - 72,579 72,519
Goodwl - - - - - - 811,690 811,690
Intangible assets - - - - - - 71,601 71,601
Premises and ofher fixed assets - - - - - - 3138317 3,138,317
Investment properties - - - - - - 748,893 748,893
Current income tax assets - - - - - - - -
Deferred income tax assets - - - - 15,608 - - 15,608
Total assets 8,789,776  17,225450 13242249 20600007 50,159,979 31,639,773 8430439 150,087,673
Liabilities
Depostts from banks 2550 1,302,423 581,046 - 814,516 - - 2723485
Derivative financial instruments - 62,065 23,959 24,008 987,708 470,600 - 1,568,340
Trading liabilties - - 928449 1,235,576 113,003 - - 22118
Depostts from customers 20570321 450688992 26,697,194 11,694,208 735,707 - - 113,386,422
Certficates of depostt issued - 246,174 462986 1,396,619 573,722 - - 2,679,501
Issued debt securities - - - - 2,715,063 - - 2,715,063
Subordinated notes - - 1,164,804 - 515,936 3,426,601 - 5,107,341
QOther accounts and accruals 25,381 965,071 513,131 1,747,521 332,401 - 281,413 3,814,924
Current income tax liabilties - - - 49,244 - - - 49,244
Deferred incoms tax liabilities - - - - 108,179 - - 108,179
Total liabilties 28,621,208 48264725 30,371,569 16,147,176 6,896,325 3,897,201 281,43 134429617
Net liquidity gap (19,831,432  (31,039,275)  (17,129.320) 4,452,831 43263654 27742572 8,199,026 15,658,056
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Maturity profile (Continued)

—fALL
f=mA ZEANEL
. LEl EVA -8 ENE
i T 3months Over FRE

Asat 31 December 2011 Repayable on Upto  orlessbut  3months  Overfyer  HELE  EEHAM At
(Restated) demand Tmonth  over 1 month fo 1 year to5years  Over5years Indefinite Total
Assets
Cash and balances

with banks 430854 7,584,163 - - - - - 11904817
Placements with banks

maturing between one

and twelve months - - 2,126,265 2,438,649 - - - 5,164,914
Trading securities - 76,991 1868905 3,186,146 252,508 21,626 - 5,406,176
Financial assets designated

at fair value through

profit or loss - - - - - 8,776 - 8,776
Derivative financial instruments - 61,662 140,052 71,962 108,143 257,822 - 639,631
Advances and other accounts 6815706 7348245 8352439 11183077 28614151 28323173 1123369 91,760,160
Avallable-for-sale securities - 124,281 185,123 602349 12784633 3,290,286 350,134 17,286,806
Held-to-maturty securities - 553,281 478585 2037006 4694514 408,601 - 8171987
Investment in an associate - - - - - - 1,961,369 1,961,360
Investments in jointly

controlled entities - - - - - - 68,650 68,650
Goodwil - - - - - - 811,690 811,690
Intangible assets - - - - - - 73,883 73,383
Premises and ofher fixed assets - - - - - - 3,166,932 3,166,932
Investment properties - - - - - - 748,893 748,893
Current income tax assets - - - 4372 - - - 43712
Deferred income tax assets - - - - 50,069 - - 50,069
Total assets 11186360 15748623 13701369 19523551 46504018 32310284 8304916 147,029,121
Liabilities
Depostts from banks 14,495 1,076,582 477,928 815,503 - - - 2384503
Derivative financial instruments - 31997 4,265 20917 1,285,521 160,863 - 1,041,553
Trading liabilties - 1500975 474,389 969,257 100,581 - - 3045202
Depostts from customers 21125634 42467774 27,098,768 15477216 1,209,876 - - 113,369,268
Certificates of depostt issued - 537,200 489736 111227 971,163 53,693 - 3164,067
Issued debt securities - - - - 2,718,320 - - 2,118,320
Subordinated notes - - - 1170815 - 2,526,7% - 3,697,610
Other accounts and accruals AR 667,694 460226 572,32 334,955 - 133443 2,189,983
Current income tax liabilties - - - 27,156 - - - 271,156
Deferred income tax liabilties - - - - 73,153 - - 73,153
Total liabilities 061470 46272222 2904329 20165464 6693569 2,741,361 133443 132210815
Net liquidity gap (16,025,110) (30523599  (15,341,927) (641913 39810449 29568933 8171473 15,018,306
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b= 410 B 8 A s 30 1 2 48 38 e ) L 408 8 35 ) B 31.  Reconciliation of operating profit after impairment losses to net

SWATH B cash flows from operating activities
HWEANA=FHIEAMA For the six months ended 30 June
FEg ]
Restated
it Sk R
2012 2011
0B (F e % 2 7 e Operating profit after impairment losses 477,516 476,840
@ME\L&J\ Net interest income (1,021,563) (971,170)
Bl Dividend income (6,208) (3,199
,‘T)\ﬁﬁ@ﬁ@ R SR Loan impairment losses and other credit provisions 29,556 85,430
TR Il i 2 2 B M B i Advances written off net of recoveries (37,708) (36,525)
I Depreciation 86,967 66,192
G 2 B E T Amortisation expenses of intangible assets 2,282 7,277
[SYLEiIDE) Interest received 1,776,486 1,375,012
EATFE Interest paid (724,903) (358,477)
SRV 3:) Dividend received 28,294 27,477
A Lﬁ? &EF BT Operating profit before changes in operating
i ] assets and liabilities 610,719 668,857
HEEERAGZED Changes in operating assets and liabilities
—JREN AR =0 2 - money at call and short notice with an original
RE MR maturity beyond three months (81,775) (682,608)
—JREHIH =1 A - placements with banks with an original maturity
ZAEHATHI R beyond three months 1,119,994 310,959
—REREHARNES - trading securities (372,295) (568,729)
- ﬁiiéﬁﬂllﬂ - derivative financial instruments (20,844) 174,979
BE A TERE B ILEE) - financial assets designated at fair value through
FE AR A A profit or loss (2,143) (7,416)
-2l - advances to customers (1,025,598) (8,005,093)
-B5 5% - trade bills (1,770,463) (498,113)
—HAt iR - other accounts (1,171,266) (328,267)
— L 7 s S - investments in securities included in the loans
ZEERE and receivables category 1,312,368 893,302
*WEI& L[] 42 o 2 K - loan receivable from a jointly-controlled entity 2,143 2,143
ALk R - available-for-sale securities (1,350,356) 1,292,800
—HEH R - held-to-maturity securities 248,349 452,656
— TR - deposits from banks 338,982 108,100
—FEHENRMAR - trading liabilities (768,084) (2,071,908)
- RFHHR - deposits from customers 17,154 10,486,204
— HAbR B KR - other accounts and accruals 1,435,439 346,171
I 54,5 % Exchange adjustments 93,932 (513,641)
HAEEE () /HARMB4E  Cash (absorbed by)/generated from operating activities (1,383,744) 2,060,396
TATE AT A Z A B Interest paid on certificates of deposit issued (36,887) (24,544)
CHFBERER Hong Kong profits tax paid (29,219) (1,470)
CAE B Overseas tax paid (13,675) (7,877)
TR () /AR EEH  Net cash (used in)/generated from operating activities (1,463,525) 2,026,505
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32.

Asia Pacific excluding Hong Kong

Asia Pacific excluding Hong Kong

33.

Cross-border claims
Equivalent in HK$ millions

ZE-THENAZTH
As at 30 Jun 2012
A7 R Ho A
K]
Banks MEBRE
and other Public
financial sector b Bt
institutions entities Others Total
19,857 143 13,861 33,861
1,485 - 2,748 4,233
4,034 78 2,062 6,174
25,376 221 18,671 44,268
B o g I =
As at 31 Dec 2011
BRAT R
S R
Banks INER
and other Public
financial sector HAb B
institutions entities Others Total
19,028 147 12,457 31,632
1,393 - 2,776 4,169
4,581 89 2,228 6,898
25,002 236 17,461 42,699

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.

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 performance assessment, 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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33.

Operating segment reporting (Continued)

Considering the customer groups, products and services of local
businesses, the economic environment, and regulations, the Group
splits 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 centralised 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 include 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. Starting from 2012,
only segment’s net interest income is disclosed, as this is the basis
of reviewing business segment performance by the Group’s chief
operating decision makers. Certain comparative amounts have been
revised to conform with the current year’s presentation.

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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33.  Operating segment reporting (Continued)
BE-Z-SEANAZTHIEARA For the six months ended 30 June 2012
WARE  WERG T R B BERH
Personal Commercial  M¥XEH  Overseas e Inter- Wit
Banking Banking Treasury Banking Others  segment Total
BHERA/ Gitk) Net interest income/(expenses) 472,424 344,709 136,492 192,806 (124,869) - 1,021,563
FHEMA/ Gt Non-interest income/(expenses) 141,902 82,185 117,310 29,788 (3,550) (16,029) 351,606
SHEIA/ () Total operating income/(expenses) 614,326 426,894 253,802 222,594 (128,418) (16,029 1,373,169
St Operating expenses (479,637) (139,732 (66,701)  (170,718) (25,338) 16,029 (866,097)
MBHEERTZEE  Operating profitiloss) before impaiment
A/ (BB losses 134,689 287,162 187,101 51,876 (153,756) - 507,072
R EBR ] Loan impairment losses and other credit
BB RE) /W% provisions (charged)/written back (50,125) 43,132 - (22,625) 62 - 29,556)
RWEBEREZEE  Operating profit(loss) after impairment
W/ (B8 losses 84,564 330,204 187,101 29,51 (153,694) - 471516
HERE  REMERLE Net loss on disposal of premises, investment
ik G vaid properties and other fixed assets (595) - - - (157) - (752)
HERFHEZFER  Netloss on disposal of investments in
securities - - (16,193) - - - (16,193)
[NV S Share of results of an associate - - - 176,989 - - 176,989
TEISALFEH &8 2 4 Share of results of jointly controlled entities - - - - 6,072 - 6,072
BEAIER/ (BR) Profit/(loss) before taxation 83,969 330,294 170,908 206,240 (147,779) - 643,632
B () /I Taxation (expenses)/credit (13,411) (54,519) (28,230) (4,283) 25,084 - (75,359)
R EER/ (ER) Profit/loss) after taxation 70558 275775 142678 201,957 (122,695) - 568,273
HEZF-CF For the six months ended 30 June 2012
NAZTHLEARA
TERBHL A Depreciation and amortisation 29,908 12,677 7,970 25,942 12,752 - 89,249
REF-ZFRAZTH Asat 30 June 2012
REEE Segment assets 28,222,689 48,121,101 48,321,564 22,863,074 5,283,274  (2,724,029) 150,087,673
PEARK Segment liabilities 64,579,763 27,827,606 13,944,642 17,205,260 13,596,375  (2,724,029) 134,429,617
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33. Operating segment reporting (Continued)
WE_F——FAA=THIEAMA For the six months ended 30 June 2011 (Restated)
(% HE5I)
BARG WEM MR ]
Personal ~ Commercial  MEEE  Overseas BN Inter- &t
Banking Banking Treasury Banking Others segment Total
FRERA/ Gt Net interest income/(expenses) 419881 350924 104128 184775 (97,538 N TAR Y
FRERA/ Gitk) Non-interest income/(expenses) 124,066 67,412 99,950 37,618 9,414 (13874 324586
BEA/ L) Total operating income/(expenses) 543,947 427,336 204,078 222,393 (88,124) (13,874) 1,295,756
B Operating expenses (373290)  (134793)  (55,047)  (155428)  (28,802) 13874 (733.486)
MREEERNZEE  Operating profit/loss) before impairment
Hl/ (B8 losses 170,657 292,543 149,031 66,965  (116,926) - 562270
ERREER R Loan impairment losses and other credit
R ERMmRE provisions charged (35507 (13,803) - (%100 - - (B4
TRHEEREZEE  Operating profit/oss) after impaiment
W/ () losses 135,130 278,740 149,031 30865  (116,926) - 476,840
HERE - SEWERIM  Net loss on disposal of premises, investment
BEEEZFER properties and other fixed assets ) - - (58 (264) - (329)
HEFELEZHUE  Net gain on disposal of investments in
securities - - 3,12 - - - 3,12
EhBEAT S Share of resuls of an associate - - - 155425 - - 155425
FEIG R HERZ 25 Share of results of jointly controlled entities - - - - 5,503 - 5,503
BTG R/ (ER) Profit/loss) before taxation 185129 278740 152,143 186,232 (111,687) - Bd0ssT
B G /g Taxation (expenses)/credit (22,077) (45,800) (25,180) (6,382) 14,220 - (85,219)
RB&ER/ () Profit/[loss) after taxation 113052 232940 126963 179,850 (97.467) - 555,338
BEZF——F For the six months ended 30 June 2011
AAZTHEARA
I REsER Depreciation and amortisation 23,749 10,445 5,559 23,213 10,508 - 73,469
RZF——F As at 31 December 2011
ToA=-H
HEERE Segment assets 28,558,556 43,816,206 48481204 23954580 5722326  (3,303,850) 147,229,121
AEE TG Segment liabilties 67216050 22,017,174 14610339 18477379 12,003723  (3303,850) 132,210,815

44



Ofk =) BENHHME 4

33.

SRR 2 T AE A AL A TR R
FZRITHE AR o EEPTRMZ TR
RS B e A RERE &

EME  HHENES

TR AR A R R BB B AR R
AL W 2 R I AN R AR RS
T BRCFC T 3628 5y T A 7 T AR 22 BT A 3 i e

.
271
> ©

RE_Z—-4
AH=Z1THIEAMA
CELION
BBt i s

REF—-ZHEANHZTH
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BE-F——HF
ANAZTHIEAMA
BEITA
BB 7 i 1
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+oA =t H
AR (ES)
fff et
T HEE T
S8 £ SR B

For the six months ended
30 June 2012

Operating income

Profit before taxation

As at 30 June 2012

Total assets

Total liabilities

Intangible assets and goodwill

Contingent liabilities and
commitments

For the six months ended
30 June 2011

Operating income

Profit before taxation

As at 31 December 2011

Total assets (restated)

Total liabilities (restated)

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.

W 23 B

it ki it
Hong Kong WM Inter-segment At
and Others Macau elimination Total
1,259,843 113,497 (171) 1,373,169
617,394 26,238 - 643,632
137,541,135 13,669,405 (1,122,867) 150,087,673
124,177,543 11,374,941 (1,122,867) 134,429,617
318,667 564,624 - 883,291
59,120,871 1,779,097 - 60,899,968

B 5

T B A A BN
Hong Kong P Inter-segment st
and Others Macau elimination Total
1,181,954 113,973 (171) 1,295,756
606,564 33,993 - 640,557
135,085,381 13,731,520 (1,587,780) 147,229,121
122,324,909 11,473,686 (1,587,780) 132,210,815
318,667 566,906 - 885,573
58,998,608 1,953,302 - 60,951,910
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34.

THRAERME-F-"HFAA=ZTHZ
U I E R A e 2 AM VR AR (7 B 2 4h
¥ BB A T AT AN R T 2 ) o ROH

TR 2 LB -

AT # T

BRERE
BEAK
EHMEA
R

&/ ()

REHE
REAR
EMHEA
EME

&/ ) B

Spot assets

Spot liabilities
Forward purchases
Forward sales

Net long/(short) position

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 2012
and the corresponding comparative balances.

Equivalent in HKS$ millions

“E-THENAZTH
As at 30 June 2012
JefAh e AW it
e AR WM%  Otherforeign  Total foreign
US dollars Renminbi  Macau pataca currencies currencies
43,625 16,035 5,050 6,077 70,787
(25,377) (16,869) (6,467) (11,328) (60,041)
15,916 2,430 1 11,033 29,380
(32,322) (1,434) - (5,788) (39,544)
1,842 162 (1,416) (6) 582
S e

As at 31 December 2011

ETr

MRS A AT
W WM o South Other Total
N Macau Australian  Singapore  African foreign foreign

US dollars  Renminbi pataca dollars dollars Rands  currencies  currencies

Spot assets 36,984 18,698 5,098 1,198 5 5 6,741 68,729
Spot liabilities (23,693  (18,627) (6,190) (4,750) (90) (817) (4696  (58,369)
Forward purchases 15,900 3,723 - 4,127 85 346 3,672 27,853
Forward sales (28,220) (3,611) - (604) 6] - (5,725)  (38,168)
Net long/(short) position 971 183 (1,092) (29 6] 34 8 51

ROF - EAAS ARt
o A 5 51

P -

The Group did not have any structural foreign exchange position as
at 30 June 2012 and 31 December 2011.
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35.

36.

Related-party transactions

During the first half of 2012, the Group entered into various continuing
connected transactions with related parties including the ultimate
holding company, fellow subsidiaries, companies directly or indirectly
controlled or significantly influenced by the shareholders or directors
of the ultimate holding company.

There were no material changes 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 2011 and related
disclosure set out in the Group’s 2011 annual financial statements.

For the six months ended 30 June 2012, all continuing connected
transactions were conducted in the ordinary and usual course of
business of the Group, on normal commercial terms, and in
accordance with the relevant agreements on terms that are fair and
reasonable and in the interests of the shareholders of the Company
as a whole.

The Company and its wholly-owned subsidiaries within the Group
received and incurred income and expense from the continuing
connected transactions (within the definition of Rule 14A.14 of the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”)) entered into with the 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 2012, there were no significant changes in the
balances of these credit facilities and deposits compared to the
positions at 31 December 2011.

Key management personnel of the Company are executive directors
and there were no significant changes to their remuneration terms in
the six months ended 30 June 2012.

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 from 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.
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36.

Risk management (Continued)

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, and inappropriate
implementation of strategies and lack of effective response to the
market changes.

The other risk management aspects are disclosed below.
(@)  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:

o 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 (“AC”); review of key results (against
forecasts), operational statistics and policy compliance;
and

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

The Executive Committee (“EC”) 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 (“GRD”) and different functional
committees.
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36.

Risk management (Continued)

(b)

(©

49

Group risk function

The independent Group Risk function is responsible for
ensuring that policies and mandates are established for the
Group as a whole. GRD monitors and reports the Group risk
positions to the Board via the Risk Management and
Compliance Committee (“RMCC”) and the EC, 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. GRD 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, GRD takes into account the
guidelines established by the HKMA, business direction, and
risk adjusted performance of each business. GRD is also
represented on the lending or risk committees of the Group’s
operating divisions and businesses.

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

The Group is continuing to evolve its risk management
capabilities under the aegis of the Head of GRD, 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 Department (“RMCD”) is part
of GRD and reports directly to the Head of GRD.

Credit committees

The Credit Management Committee (“CMC”) and Treasury
Investment and Risk Committee (“TIRC”) are the committees
responsible for approving and recommending policies, limits
and mandates for risk control in loans and treasury business
respectively. The credit risk function, while set up to support
the business areas, reports solely to the GRD.
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36.

Risk management (Continued)

(d)

50

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 and lending these funds
in a wide range of assets. The Group seeks to increase these
margins by consolidating short-term funds and lending for
longer periods at higher rates, while maintaining sufficient
liquidity to meet all claims that might fall due.

The Group also seeks to raise its interest margins through
lending to commercial and retail borrowers 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.

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.
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36.

Risk management (Continued)

(e)

(e)()
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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 for approving major
credit exposures. The CMC and TIRC are the committees
responsible for credit policy formulation and portfolio
monitoring of the loan and treasury businesses respectively.
These committees are all chaired by the Chief Executive with
certain Executive Directors and senior business and credit
officers as members. Credit risk measurement, underwriting,
approval and monitoring requirements are detailed in credit
policies.

The Group manages all types of credit risk on a prudent basis.
Credits are extended within the parameters set out in the credit
policies and are approved by different levels of management
based upon established guidelines and delegated authorities.
Credit exposures, limits and asset quality are regularly
monitored and controlled by management, credit committees
and GRD. The Group’s internal auditors also 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.

Credit risk exposures

Standard & Poor’s Ratings Services, Moody’s Investors
Services 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 retail 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.
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36.

Risk management (Continued)

(e)
(e)(ii)

(e)(ii)
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Credit risk (Continued)
Counterparty credit risk exposures

The Group exercises strict control limits in tenor and
outstanding amounts on net open positions arising from over-
the-counter 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.

Real estate properties taken as collateral are evaluated before
the loan can be drawn. 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 various risk limits and guidelines approved by
the Board, and by TIRC under the authority delegated from
the Board. Risk limits are set by products and by different
types of risks. 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. The RMCD within the GRD, 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 positions
are managed within an acceptable level. Any exceptions have
to be reviewed and sanctioned by the appropriate level of
management of TIRC or by the Board as stipulated in the
relevant policies and procedures.

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. The 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

The following descriptions relate to DSB and BCM.

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

In the management of market risk, the Group measures
market risks using various techniques commonly used
by the industry and control market risk exposures within
established risk limits. 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)
o Value at risk

The Group applies a “value at risk” methodology (“VaR”),
which is a statistically based estimate, to measure the
potential loss of its trading portfolio from adverse market
movements. It expresses as the maximum amount the
Group might lose given 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.
Hence, the use of VaR does not prevent losses outside
the VaR limits in the event of extreme market
movements.

The VaR model assumes a certain “holding period” (one-
day) until positions can be closed. It is calculated based
on the current mark-to-market value of the positions,
the historical correlation and volatilities of the market
risk factors over an observation period of 250 days (or
over one year) using a method known as parametric
VaR methodology.

The VaR model is continuously validated by back-testing
the VaR results for trading positions. All back-testing
exceptions are investigated and back-testing results are
reported to senior management.

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 positions
and allocated to business units. Actual exposures,
including VaR, are monitored against limits daily by GRD.
Average daily VaR for the Group for all trading activities
during the six months ended 30 June 2012 was
HK$2,674,000 (year ended 31 December 2011:
HK$2,946,000).
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Market risk measurement technique (Continued)
o 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 GRD include: risk factor stress
testing, where stress movements are applied to each
risk category; and scenario stress testing, which
includes applying possible stress events to specific
positions or portfolios.

The results of the stress tests are reviewed by the Asset
and Liability Management Committee (“ALCO”) and the
Board or its delegated committee.

VaR summary of trading portfolio
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T 7 B FH 453 4N
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(f)(ii)  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.

(1)

Market risk measurement technique

Within the risk management framework and policies
established by the Board and TIRC, various limits,
guidelines and management action triggers are
established to control the exposures of the Group’s
banking book activities to foreign exchange risk, interest
rate risk, and price risk. In particular, position and
sensitivity limits and price triggers are in place to control
the price risk of the investment securities. In addition,
sensitivity analysis and stress testing covering shocks
and shifts in interest rates on the Group’s on- and off-
balance sheet positions are regularly performed to
gauge and forecast the market risk inherent in the
Group’s banking book portfolios against the established
control measures.

VaR methodology is not currently being used to measure
and control the market risk of the banking book.
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(2)

Foreign exchange risk

The Group has limited net foreign exchange exposure
(except for USD, Macau Pataca (“MOP”) and Renminbi
(“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 arise
mainly from the operation of overseas subsidiaries in
Macau and Mainland China. The net exposure positions,
both by individual currency and in aggregate, are
managed by the Treasury Division (“TRD”) 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, or vice
versa, is normally matched using foreign exchange
forward contracts to reduce exposure to foreign
exchange risk.

Interest rate risk

From an earnings perspective, interest rate risk is the
risk that the net income arising from future cash flows
of a financial instrument will fluctuate because of
changes in market interest rates. From an economic
value perspective, interest rate risk is the risk that the
economic value of a financial instrument will fluctuate
because of changes in market interest rates. The Group
takes on interest rate risk from both perspectives in the
banking book. As such, the interest margins or net
interest income and the economic value of the capital
may increase or decrease as a result of such changes
or in the event that unexpected movements arise. The
Board and the ALCO set limits on the level of mismatch
of interest rate repricing that may be undertaken, which
are monitored regularly by RMCD.

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 with the

objective to ensure that there is an adequate liquidity and

funding capacity to meet normal business operations and to
withstand a prolonged period of liquidity stress of not less than

a month. During the period, the Group had maintained a
sufficiently high liquidity ratio well above the statutory minimum
of 25%.
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Liquidity risk (Continued)

Moreover, the Group has further enhanced the liquidity risk
management framework in accordance with the requirements
set forth in the Supervisory Policy Manual (“SPM”) LM-2 on
“Sound Systems and Controls for Liquidity Risk Management”
issued by the HKMA in April 2011. The SPM LM-2 is developed
to implement the sound liquidity principles formulated by the
Basel Committee on Banking Supervision (‘BCBS”), in light of
the lessons learned from the financial crisis in 2007, and to
strengthen the liquidity risk management standards of banks.

Liquidity risk management is governed by the policy and
framework approved by the Board, which delegates the
Group’s ALCO to oversee liquidity risk management. The ALCO
regularly reviews the Group’s loan and deposit mix and
changes, funding requirements and projections, and monitors
a set of liquidity risk metrics, including the liquidity ratio and
maturity mismatch on an ongoing basis. Appropriate limits or
triggers on these risk metrics are set and sufficient liquid assets
are held to ensure that the Group can meet all short-term
funding requirements. The TRD is responsible for the day-to-
day management of funding and liquidity position while the
RMCD s responsible for the measurement and monitoring of
liquidity risk exposures on a daily basis. The Financial Control
Division handles regulatory reporting in relation to liquidity risk.

The monitoring and reporting take the forms of cash flow
measurements and projections for different time horizons,
including the next day, a week and a month, which are key
periods for liquidity management. The starting point for these
projections is an analysis of the contractual maturity of the
financial assets and liabilities as well as the expected maturity
of these assets and liabilities based on historical observations.
The cash flow projections also take into account the historical
behavior of off-balance sheet items, including undrawn lending
commitments and contingent liabilities such as standby letters
of credit and guarantees. The Group performs stress testing
regularly, which includes both an institution-specific crisis
scenario, a general market crisis scenario and a combination
of these crisis scenarios in order to assess the potential impact
on its liquidity position under stressed market conditions and
has formulated a contingency plan that sets out strategies for
dealing with liquidity problems and the procedures for making
up cash flow deficits (e.g. conducting repo transactions or
liquidation of assets held for liquidity risk management purpose)
in emergency situations.

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.



OftA) BBgAE B ()

()

B M B

A SR T 8 — (R 30 0 o S 1
b HAE B EREE AR RAA
B FEBA SR 2 R AE B AR
B — R I ERAE R EOR - JE B T
HA A B 0 R AL B R
B BB IR BN T R R AR AR
TRIEAE o B ar A R A A A
PERS  BAF IR R Z B DL T Y
AT R~ REAL B R RO o
1 G 1 S 1 10 4% S T OO 3t 1902 % 48
R AL N - SRR IR AR Ay 82
(T

o ARG R A5 G S A A T R S
2B AEMOTUER MG -
[(EiSMie ¥ T RN E VR ES ES
B BOCE I ITET R -

A T 7R 8 A S 2 S0 3 R i 4
F AT AL 9 B LSRR
1 o 2 8 L i 1 B 1 O T B R
TRV H R B 2 A B ate A >
A5 [ R By B BB B R -

LS 2

ASE BB MRAERS AT — 2R 5 0 B
TR B DL R R
BRA B E A AR T 2R R
B B AOE E KT o DRHERR
BRI ROVEE 2 B T
REE s 2HRAEF 8RR
5 DARHT AR 2w ] - AR
V0 T I RSl T ORI
FEFF > DU I 8 B I B o % 4R 2 1
o

SR W 1 R Bt

FEREEERRERRE M T %A
RO ML o EH T AL
ZHMENE B AR R B B A T A
£ At ik RR S THES VS
DU HAE o BB NS 3R I
A LA O T B A A 2 SR A —
B Wit R RBL - W AL AR
DA SR 2 BB DR A B
&N B R U il DA B AR LB -

36.

Risk management (Continued)

(h)

0]

58

Operational risk

The Group manages its operational risk through a management
structure comprising members of senior management , an
independent risk management team 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 systems,
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.

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 jointly
monitored by the GRD and the Operations Division and
reported to the Group’s RMCC.

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.
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Compliance of regulatory requirements under Basel Il and
Basel Il

The revised capital adequacy framework known as Basel |l
has come into force for all locally incorporated authorized
institutions in Hong Kong from January 2007. Basel Il is
structured around three “pillars”: minimum capital
requirements, supervisory review process and market
discipline. Starting January 2007, DSB and MEVAS adopt the
standardised approach for credit risk and market risk, and the
basic indicator approach for operational risk for Basel Il
compliance.

To promote the resilience of the banking sector, the BCBS
has issued the Basel Il framework in December 2010 which
covers reforms target with the objectives to further enhance
the capital and liquidity risk management standards of banks.
The HKMA has subsequently set out the local implementation
framework for consultation in January 2012. In line with the
timeline of the BCBS, the Basel lll requirements will be phased
in from 1 January 2013 to 1 January 2019 in Hong Kong. The
Group will continue to closely follow the developments to
ensure compliance with the new regulatory requirements.

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 while other derivatives are valued using
appropriate pricing models, such as Black-Scholes option
pricing model.
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Fair value of financial assets and liabilities (Continued)

The Group uses external price quotes and its own credit risk
spreads in determining the current value for its derivative
liabilities and other liabilities for which it has elected the fair
value option. When the Group’s credit spreads widen, the
Group recognises a gain on these liabilities because the value
of the liabilities has decreased. When the Group’s credit
spreads narrow, the Group recognises a loss on these liabilities
because the value of the liabilities has increased.

Price data and parameters used in the measurement
procedures applied are reviewed carefully and adjusted, if
necessary, to take consideration of the current market
developments.

Capital management
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;

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

o 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,
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
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36.

Risk management (Continued)

(m)

(n)
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Capital management (Continued)

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.

Capital adequacy of and the use of regulatory capital by the
Group’s Macau banking subsidiary, BCM, and banking
subsidiary in China, 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 capital adequacy ratio) at or above the
agreed regulatory minimum of 8%.

Certain non-banking 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 will be accused of mal-administration.
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Channel Winner Limited
Cycle Chance Limited
D.A.H. Holdings Limited ([ DAHH])
KA R
Dragon Tiger Limited
Estoril Court Limited
Grandmart Investments Limited
M BEEARRA
MO EA R A
River Long Limited
Skill Sino Limited
Solar China Limited
South Development Limited
Talent Union Holding Limited
Well Idea Enterprises Limited
Yield Rich Group Limited
Superb Future Limited
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37.

Risk management (Continued)

(0)

Launch of new product or service

The launch of every new product or service is governed by
the New Product Approval process stipulated under the Group
Risk Policy which requires the relevant business and supporting
units, including GRD, to review the critical requirements, risk
assessment and resources plan before the launch. New
products or services which could have a significant impact on
the Group’s risk profile should be brought to the attention of
the Board or its designated committee(s) before the launch.
The Group’s internal audit function performs regular
independent review and testing to ensure compliance by the
relevant units in the new product approval process.

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 AC, 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.

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
Cycle Chance Limited
D.A.H. Holdings Limited (“DAHH")
Dah Sing Finance Limited
Dragon Tiger Limited
Estoril Court Limited
Grandmart Investments Limited
Modern World Holdings Limited
Modern Bright Hong Kong Limited
River Long Limited
Skill Sino Limited
Solar China Limited
South Development Limited
Talent Union Holding Limited
Well Idea Enterprises Limited
Yield Rich Group Limited
Superb Future Limited
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37.

List of subsidiaries (Continued)

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)
OK Finance Limited Note (a)

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 (Channel Islands) Limited

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.

Capital adequacy ratio

e St SR
AN FA S
As at As at

30 Jun 2012 31 Dec 2011

10.3% 10.5%
16.2% 15.2%
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38. Capital adequacy ratio (Continued)
AT R TR RATA R A (TR HR The capital adequacy ratio represents the combined ratio of the
F71) W 5RG MR DL (L5 TR 1 T 36 3R AT IR 1 A TR consolidated position of DSB (covering BCM and DSB China) and
AE (TR PR RKHEIT () & MEVAS computed on Basel Il basis with reference to the Banking
FRA R (THRGHTERAT (B 1)) S B4R 1T A IR (Capital) Rules. This capital adequacy ratio takes into account market
A ([BBRAT)) 2% (RAT 2 (EA) BLID risk and operational risk.
I¥) L S YE R TRE B T B 1 5 O L %6 o W2
278 VAR % R 2 i 5 B A 4 Ja
B o
RIS AT SR B - AR B 5 2 3R Only the Hong Kong incorporated banking subsidiaries within the Group
FT BB 2 B SE AR 7 R R R o ) are subject to the minimum capital adequacy ratio requirement under
P SE ST 28 ST A T PSR AT S B R the Hong Kong Banking Ordinance. BCM is subject to Macau banking
B R RAT (R ) A B P B SR regulations and DSB China is subject to China banking regulations. The
BEIHE o AEE P LR Rt 2% . above ratios of the Group are calculated for reference only.
IR W G AL S ERT R L E AR T I The capital base after deductions used in the calculation of the above
R capital adequacy ratios is analysed as follows:
ot St “E——F
AHZETH FoA=+—H
As at As at
30 Jun 2012 31 Dec 2011
BLBEA Core capital
e RS Paid up ordinary share capital 5,000,000 5,000,000
i Reserves 6,273,962 5,715,673
W e Less: goodwil (811,690) (811,690)
W ey Less: other intangible assets (71,602) (73,883
W R Less: net deferred tax assets (18,691) (9,877)
BLERBR Total core capital 10,371,979 9,820,223
W EIEEAAE AT Less: 50% of total amount of deductible items (458,875) (457,803)
ZANZEN Core capital 9,913,104 9,362,420
Mg A Supplementary capital
Fi E I R B A A R Reserves on revaluation of holding of land and building 238,403 238,403
AE A BEERE 2 5 G Eligible amount of collective impairment allowances for
W e A R O impaired assets and regulatory reserve 1,217,573 1,130,931
ik R0 E A B Revaluation reserve for available-for-sale investments 1,275 949
TR B R Perpetual subordinated debt 426,652 427,163
Bk EREE Term subordinated debt 4,288,417 2,912,475
WA 4% Total supplementary capital 6,172,320 4,709,921
RN VIR (VAR VAN Less: 50% of total amount of deductible items (458,876) (457,809)
W A Supplementary capital 5,713,444 4,252,118
BRI Total capital base 15,626,548 13,614,538

"

RSB Ty AR (AT 36 (B A B &t

Rules.
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Oiu) s 4R 39. Liquidity ratio

RE-%-h KEZZF O BEZZ
AAZTRIE AAZTHLE  FZAET-HE

bl AMEA R

Six months ended  Six months ended Year ended

30 Jun 2012 30 Jun 2011 31 Dec 2011

WHEE L Liquidity ratio 47.6% 43.0% 44.7%

) 4 LR A A AR AR AT B A AR A The liquidity ratio is calculated as the simple average of each calendar

BBAAEA R A A EE AR month’s average liquidity ratio of the Group’s banking subsidiaries

-1 30 8 4 B R T B e R for the six/twelve months of the financial year. The liquidity ratio is

A TR 2 AT SR O AE U B SR A Y computed with reference to the methods set out in the Fourth
TEEE - Schedule of the Hong Kong Banking Ordinance.

MR W BRAT B R 1) > (8 42 [ A b vk T Only the locally incorporated banking subsidiaries within the Group

Z BRAT B 2 B 2R SR U ) 4 B R AR are subject to the minimum liquidity ratio requirement under the Hong

TR o ARGERE LR R k2% . Kong Banking Ordinance. The above ratios of the Group are

calculated for reference only.
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FINANCIAL RATIOS

o I

SR ZF

AAZ+HHE SHA=ZTHIE

A H A A

Six months Six months

ended ended

30 Jun 2012 30 Jun 2011

FALRMA /BBl Net interest income/operating income 74.4% 75.0%

A E A L 3R Cost to income ratio 63.1% 56.6%

P35 48 R R (4 R AL) Return on average total assets (annualised) 0.8% 0.8%

P35 R RO 4 e R (4R ML) Return on average shareholders’ funds (annualised) 7.6% 7.6%

HEE Net interest margin 1.47% 1.52%

R %8 i S L =R Dividend payout ratio 17.6% 17.6%

e St e

AA=Z+HH A=A

As at As at

30 Jun 2012 31 Dec 2011

B 2 Loan to deposit ratio 70.6% 69.4%
v 39 JBe INTERIM DIVIDEND

FEEFEEHEN T FRA TR (BRD)
B2 AR IREE = F — AR RS 5 10,08 T
TRE-FE-THEAA S+ —H (BPT) HAR
[ 465 TR I SRS R 44 ff b 2 JBOOR

VP Sk BIL I o i

ARAFMR_FE—-_F A TLH (EH—)ZE
TE-THENLATtT—H (EYH) (GUHEEE
W R) B A RS R - MR R A=A
hHIRE S EAMR F - FENLA+HMHE
() R4 DY IR = 1o 5l 5 A% IR A B
e B a6 2 5 i B K R — N = 9B A L
TEMITRETICE RGP RBEHETARL
A > AR A2 AR R R R A o

The Directors have declared an interim dividend of HK$0.08 per
share for 2012 payable on or after Wednesday, 26 September 2012
to shareholders whose names are on the Register of Shareholders
at the close of business on Friday, 21 September 2012.

CLOSING OF REGISTER OF SHAREHOLDERS

The Register of Shareholders will be closed from Monday, 17
September 2012 to Friday, 21 September 2012, 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,
14 September 2012.

66



5 10 B 3 05 WL 2
B

SE-CAERFWGRGSE > (R F R
A U R R RREE AR - BOT R AR
SE B R AL T R RSB A T - 51
JEBENT o HESRTERE S OAOMBR ST T - AR H ik
T4 NBCTESEAR > M0 M R A i 1 ) LA
THEANATEEUERASZ “E2LEATA
A= - AR EFFETGRIEEER
BUTEYR B 28 R — — AR R AR HO B A
WEZEASZHNL - BFEREM - @R
JRAR R 3 5 A K E U 2 B A

£ o
=]

7% 4 (B3 ) B — — AR b AR A LBk A
R AEERERRT BERESEHEE
KB RBRER -

WA EEME RAERSFE . EATR R
HEPZ HHE - (R-F——F+ A=+
—H) ERREA 2 ANE T T E
BAMATELESEE TR E=THET -

5 B3 85 Dol g

FHEBAHNLEET -AEETEAASZ
IR -EHEEST oA MBI BEERE
FLEFERMTEETSZ L R
T TR 22— B = AR R
TR o BT R TRE ECE R
e A SR A B AR FORAS T T A
T T B S 4 B R W A R o T R
o BB b R RS R R R AR E R

s 2 R B A EF I ST R
ARZ A HEAZTENT AT EEL FH
BHRAMH —~EEN T EECTEEAT—F
HETT o IR B LT EZE RN E HE
B AR~ B A B R A R AT
B2 A S BT EL - BB WA T REEZ
TR SN2 By 2 W di T Bk o

CORPORATE AND BUSINESS OVERVIEW
HIGHLIGHTS

Improving sentiment in the first quarter of 2012 quickly reversed in
the second quarter, with renewed fears of a global economic
slowdown, instability in the Eurozone and a weaker than expected
Mainland outlook. Against this weakening background, our Group
reported encouraging results, with profit attributable to shareholders
up by 2% from HK$555.8 million to HK$568.3 million. Key trends
during the first half of the year included a significant sequential
improvement in net interest margin compared with the second half
of 2011, to 1.47%; mild loan growth; continuing inflationary cost
pressures; and improvement in most major types of operating
income.

The Group reported improved profit relative to the first half of 2011,
and our investment in Bank of Chongging once again made a strong
contribution to our overall results.

Most key financial ratios remained steady, with capital adequacy
ratio increasing from 15.2% (as of 31 December 2011) to 16.2%;
and loan impairment losses reducing from HK$85 million to HK$30
million in the period.

BUSINESS AND FINANCIAL REVIEW

Net interest income was up by 5.2% from HK$971 million to
HK$1,022 million. Whilst net interest margin (“NIM”) was slightly lower
than the prior year first half at 1.47%, it improved significantly by 15
basis points compared with the second half of 2011 at 1.32%. The
sequential increase in margin was driven largely by lower deposit
costs, resulting from improved market liquidity and a sharp focus
on deposit cost management, whilst improved Treasury business
investment yields, as well as some upward repricing of certain of
our loan products also contributed to the improved NIM on the asset
side.

Net fee and commission income increased by 20.8% from HK$204
million to HK$246 million while net trading income decreased from
HK$104 million to HK$81 million. The improvement in fee income
was driven largely by increases in our trade finance, credit card,
wealth management fee income and treasury related fee income
derived from commercial banking business. The lower amount of
trading income was mainly caused by lower gain from dealing in
foreign currencies.
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BUSINESS AND FINANCIAL REVIEW (Continued)

The improved operating income items led to an overall increase in
operating income by 6.0% from HK$1,296 million to HK$1,373
million. Whilst headline operating expenses increased by 18.1% to
HK$866 million, it should be noted that a major portion of the year
on year increase relates to the effect of the write back of certain
provisions relating to settlement of Lehman Minibond cases in the
first half of 2011, which were not repeated in 2012. Eliminating the
impact of these operating expense provisions, operating expenses
grew by a single digit percentage.

Loan impairment losses and other credit provisions fell from HK$85
million to HK$30 million indicating the benign credit quality of our
loan book and the generally robust financial positions of our
customers during the period.

Our investment in Bank of Chongging continued to perform well
with a contribution of HK$177 million for the period, an increase of
14% over the first half of prior year.

During the period we issued S$225 million of subordinated notes
due 2022, which qualify as lower tier 2 capital. This increased the
overall capital adequacy ratio of our Group from 15.2% to 16.2%.

PROSPECTS

There are a large number of uncertainties regarding the global
economic outlook at present. The Eurozone remains volatile, and
whilst strong efforts are being made to address a number of issues,
their effectiveness has not yet been proven. Recent growth figures
in the US are generally relatively weak and mixed, and there is
uncertainty over future direction of policy due to the upcoming US
Presidential election. Mainland growth is also forecast to decelerate.

Against this background, a cautious approach in managing our
businesses is called for, and we will continue to operate our
businesses prudently, with attention to profitability and balance sheet
management, credit risk management, cost control and overall
efficiency.

We are moving towards the adoption of a new banking regulatory
regime, Basel lll, starting on 1 January 2013, and whilst this will
continue to contribute to the strengthening of capital and liquidity in
the global banking system, its full implications for banks’ profitability
are not yet fully apparent.
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PROSPECTS (Continued)

Nevertheless, despite the overall cautious outlook, we believe that
our core markets of Hong Kong, Mainland China and Macau remain
amongst the better and more stable banking markets globally, and
still offer opportunities for profitable growth. Whilst the new Basel |l
regulations represent a major challenge for many banks globally,
we move towards 1 January 2013 with a strong capital base and
ample liquidity.

Therefore, despite our caution generally in the current operating
environment, we remain positive about the prospects of further
growth and opportunities in our core businesses and markets in the
medium term.

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

At 30 June 2012, 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 of Hong Kong Limited (the
“Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they 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

et RA

1IN £ s ML O Jf bR kg 1] A

Personal Corporate Other Total % of issued

# Directors interests interests interests interests share capital
F4 A v B i Number of ordinary shares of
TR C I B e HK$1 each in the Company

TFE David Shou-Yeh Wong - 906,586,087 - 906,586,087 7418
SRR A B o Number of ordinary shares of

208 70 135 0 e e HKS2 each in DSFH
TFE David Shou-Yeh Wong - 8,826,114 109,742,185 9 118,568,299 40.49
HEX Lung-Man Chiu (John Chiu) 43,698 - - 43,698 0.01

69



WA R AT BB HE LR () INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

i Notes:

(1) HRERZEEEDSEREREE =02z 5 (1) The corporate interest is in respect of shares held by a company in
FHER AR R A 2 Ay - which the director has an interest of one third or more.

() MCEFR AR TT £ A LR R 4 A L A (2)  Such shares represent the corporate interest of David Shou-Yeh Wong

RN FD ([ KB4 f]) 2 B 45 0 45 4 % 5 under Part XV of the SFO by virtue of his beneficial interest in the
BRI SE X VT AR AMEBEA 78 2 7] 74.13% shares of Dah Sing Financial Holdings Limited (“DSFH”) which
2B o currently holds a controlling interest of 74.13% in the Company.

() WSRO TR A ST 2E LG AR R 4 I (3)  Such shares are indirectly held by HSBC International Trustee Limited
AT 2 A REAE T2 R E N TE L B s A PR (“HSBCIT"), a trustee of a discretionary trust established for the benefit
" ([MESERE]) WiERE - of David Shou-Yeh Wong and his family members.

HRAE A7) B HAR W vk ) 2 BRI 81 ([ 3% %% Pursuant to the Share Option Schemes (the “Schemes”) of the

FEED o ANF REFESERBARNL T Company and associated corporation, certain Directors of the

BRI TSR B T R R AR o Company and its major operating subsidiaries were granted options
under the Schemes.

WoE—THEANAHETH s FEZEFE TR Detalils of the share options outstanding as at 30 June 2012 under

F70 2 vl R I i RE A A5 BRFE I 0 T - the Schemes are set out below:
ARELAZRBUA
Number of shares in the options
Wivki/
W R-%-CH )
REB-2F WK BAGE  Lapsed  AAZTH ﬁfm .
~{-H#H  Granted  Exercised  cancelled W friEl Exercise period
Heldat  during during during Heldat  Exercise v ] [

KBA Grantee 112012 theperiod  theperiod  the period  30/6/2012 price  Grant date From To

B (B/8/% (B/H/% (R/B/E
S DWY) DMWY DM

LYF] it TiE | Share Option Scheme

of the Company
L] Directors
ik Gary Pak-Ling Wang 2,600,000 - - - 2,600,000 025 12120011 12122012 1222017
THE Harold Tsu-Hing Wong 2,800,000 - - - 2,800,000 925 12122011 121202012 121202017
i Aggregate of employees © 2,400,000 - - - 2,400,000 925 12120011 12122012 121202017

KRR Share Option Scheme

of DSFH
[ Directors
THR Harold Tsu-Hing Wong 104,475 - - - 104475 5028 2892007 28/9/2008  28/9/2013
250,000 - - - 250,000 4000 121202011 121202012 1211202017
Ragne Aggregate of employees 104475 - - ST S8 MO0 289008 2819013
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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 2012, 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 2012 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 2012.

(6)  Inaccordance with an approved scrip dividend scheme relating to
the final dividend for the year ended 31 December 2011 (the “Final
Dividend 2011”), a total of 28,436,350 new, credited as fully paid,
shares of the Company (the “Scrip Shares”) were ascertained by close
of 29 June 2012 to be issued and allotted to shareholders who elected
to receive the Scrip Shares in lieu of the Final Dividend 2011 paid in
cash. Immediately after the allotment of Scrip Shares, a total of
1,251,371,105 shares of the Company are then in issue as of 5 July
2012. 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 2012.

All the interests stated above represent long positions. As at
30 June 2012, 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 2012 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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Bk Shareholder

KHemERARAR Dah Sing Financial
Holdings Limited

THRAEF Christine Yen Wong

L fE AR A HSBC International

Trustee Limited

Aberdeen Asset
Management Plc and
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Aberdeen Asset
Management Plc
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SHAREHOLDERS’ INTERESTS

At 30

June 2012, 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.
i ki b
HERAM G TR
Ty Hdi PAiYid:
Number of % of
shares interested interest held
Hh in the relevant in the issued
Capacity share capital share capital
s 906,586,087 7413
Beneficial interest
RIR AT iR 906,586,087 " 74.13
HEGE B F R A
Deemed interest by virtue of her spouse
having a notifiable interest
AR EER 906,586,087 © 7413
Trustee and corporate interest
fEmm 86,320,464 7.06

Investment manager

Notes:

Such shares represent the 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 DSFH’s 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.

In accordance with an approved scrip dividend scheme relating to
the Final Dividend 2011, a total of 28,436,350 Scrip Shares of the
Company were issued and allotted to shareholders who elected to
receive the Scrip Shares in lieu of the Final Dividend 2011 paid in
cash. Immediately after the allotment of Scrip Shares, a total of
1,251,371,105 shares of the Company are then in issue as of 5 July
2012 and the percentage of interests held by all named shareholders
above shall be subject to slight change relative to the enlarged share
capital of the Company.

All the interests stated above represent long positions. As at 30

June

2012, 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 CORPORATE
GOVERNANCE CODE

During the six months ended 30 June 2012, the Company has
complied with all the code provisions set out in the Code on
Corporate Governance Practices valid until 31 March 2012, and
Corporate Governance Code commencing from 1 April 2012 (the
“New CG Code”), contained in Appendix 14 of the Listing Rules,
except that the shareholders’ communication policy required under
the New CG Code was formally adopted on 8 August 2012 to
recapitulate the principles and practices, and all the channels or
means of communications to or from our shareholders, which in
substance have been in place and enhanced from time to time.

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 of Listed Issuers (Appendix 10 of the Main
Board Listing Rules) (the “Model Code”). 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 details
of Directors of the Company during the interim period until the date
of this Report, since the publications of the 2011 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. Andrew Kwan-Yuen Leung
- Resigned as Independent Non-executive Director of Wharf
T&T Limited
- Appointed as Independent Non-executive Director of
Harbour Centre Development Limited

(b) Mr. Seng-Lee Chan
- Appointed as Independent Non-executive Director of
Dah Sing Bank, Limited and MEVAS Bank Limited

(c) Mr. Yuen-Tin Ng
- Appointed as Independent Non-executive Director of
MEVAS Bank Limited

(d)  Mr. Harold Tsu-Hing Wong
- Appointed as Director of Dah Sing Insurance (1976) 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.
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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.

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 2012.

REMUNERATION AND STAFF DEVELOPMENT

There have been no material changes to the information disclosed
in the Company’s 2011 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 2012.

INTERIM REPORT

Further copies of this 2012 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).
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BOARD OF DIRECTORS

As at the date of this Interim Report, the Board of the Company
comprises Messrs. David Shou-Yeh Wong (Chairman), Hon-Hing
Wong (Derek Wong) (Vice Chairman), Harold Tsu-Hing Wong
(Managing Director and Chief Executive) and Gary Pak-Ling Wang
as Executive Directors; Mr. Kazutake Kobayashi as Non-executive
Director; Messrs. Robert Tsai-To Sze, Andrew Kwan-Yuen Leung,
Seng-Lee Chan and Yuen-Tin Ng as Independent Non-executive
Directors.

By Order of the Board
HL Soo
Company Secretary

Hong Kong, Thursday, 9 August 2012
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