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Notes
(Expressed in millions of Hong Kong dollars)

1 HFJ RS Net interest income
F = I I
FEHZAF LA 1A
Half-year ended Half-year ended Half-year ended
30 June 30 June 31 December
2001 2000 2000
AR Net interest income 5,902 5,883 5,808
FVHELY T ey Average interest-earning assets 461,267 418,774 452,559
R Net interest spread 2.21% 2.35% 2.04%
WA RS &k Net interest margin 2.58% 2.83% 2.55%
2 H PR Other operating income
F = I I
+E[ZH F ERN oS HEA =
Half-year ended Half-year ended Half-year ended
30 June 30 June 31 December
2001 2000 2000
HEELS Dividend income
- R Y - Listed investments 51 50 44
- ZER RS ey - Unlisted investments 6 2 2
57 52 46
YR Pl s Fees and commissions receivable 1,278 1,200 1,167
IR e d Fees and commissions payable (154) (154) (141)
1,124 1,046 1,026
FrEnEH] Dealing profits
- YHE - Foreign exchange 259 273 261
- EHHERH ﬁrglﬂé‘«iﬁﬁﬁ - Securities and other trading activities - 3 (8)
259 276 253
S SR SUSEESSIE A Rental income from investment properties 123 122 125
iy Other 368 324 304
1,931 1,820 1,754

23




3 g

3 Operating expenses

FERE R xS Vi
*E[ZAF LA T IHEA
Half-year ended Half-year ended Half-year ended
30 June 30 June 31 December
2001 2000 2000
~EHYE] Staff costs
- FrE WP S| - Salaries and other costs 909 891 935
- AR fﬁ*”?{‘%lﬁ» H'. - Retirement benefit costs 112 111 111
1,021 1,002 1,046
e Depreciation 189 191 197
] 2 k’/%“ffﬁﬂ’wj Premises and equipment
- EELH - Rental expenses 80 78 80
] - Other 339 254 354
419 332 434
HpaRETey] Other operating expenses 237 214 309
1,866 1,739 1,986
YA ST Pk Cost:income ratio 23.8% 22.6% 26.3%
EIZ S B (S 2 3 EI T S50 Staff numbers (full-time equivalent) 7,425 7,347 7,449
ﬁi&?&@%ﬁﬁ Provisions for bad and doubtful debts
F R T R
+ = [ SERNY EEE RN
Half-year ended Half-year ended Half-year ended
30 June 30 June 31 December
2001 2000 2000
ﬁl BRI (HRlpD Net charge/(release) for bad and
doubtful debts
Elay gl ffﬁj Advances to customers
ﬁﬂiﬂé [’fﬁj Specific provisions
- PHEE - New provisions 576 461 527
- R - Releases (461) (369) (378)
- R - Recoveries (94) (32) (10)
21 60 139
— HEvEf General provisions - 23 (26)
< E‘Vﬂfj BRI AR Net charge to profit and loss account 21 83 113
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5 Profit on tangible fixed assets and long-term investments

;ﬁ#ﬁﬁjﬁﬁﬂimwm FAE RS

AR
CERCe
SR

mﬁ?lﬂgﬁ”&lﬁ’” JE== ?Tr%“ =

S PRV A hE S RE A
H,pm YA ARG (PR
FHEFTF LD °f”}“¥%'i7f J I
T ‘F Ko 55 5 [Fl AR A B
[ F‘G’E\}J N ﬁﬁﬁﬁé?ﬂ?ﬁﬁl@f ﬁ’FJ o

Taxation in the consolidated profit and loss account represents:

e

T

+HZ A I

Half-year ended

30 June

2001

Provision for Hong Kong profits tax 802
Taxation outside Hong Kong 2
Deferred taxation -
804

Share of associated companies' taxation 4
Total charge for taxation 808

Effective tax rate 13.1%

FERpE T T
S Ak R i CEEEE
A F d A=A F A
Half-year ended Half-year ended Half-year ended
30 June 30 June 31 December
2001 2000 2000
H"E RHPERHEEY LV IEF Profit on disposal of long-term equity
investments
- BURCHTRIE |ﬁ| hg ﬁir MV ErEE - Realisation of amounts previously
recognised in revaluation reserves
at beginning of period 181 298 53
- WP e - Loss arising in current period (17) (102) (1)
164 196 52
H'n%,iﬁﬂf iphese bl Profit on disposal of long-term
debt securities 49 2 -
H'.E,ﬂ%[d‘."&?ﬁ% AL 7| Net loss on disposal of tangible
fixed assets (1) (2) -
212 196 52
6 AU Taxation

Half-year ended
30 June
2000

904
1

905

909

14.9%

Half-year ended
31 December
2000

793
1
(46)
748
4
752

13.5%

The provision for Hong Kong profits tax was made at 16.0 per cent (the same rate as for 2000) based on an estimate

of the assessable profits for the half-year ended 30 June 2001.

Similarly, taxation provisions for subsidiary

companies and branches outside Hong Kong were made at the appropriate rates of taxation prevailing in the

countries in which they operate.

7 BHEA)

SRR RS 1 =
TITIRS (D FFFRE L E
AT = R JJﬂ> Mol
PRt SSGry A efEe r- p
PAMES TS A (R
FHY F# FI T m ) FHET -

Earnings per share

The calculation of earnings per share was based on earnings of HK$5,375 million (HK$5,195 million in the first half
of 2000) and on the weighted average number of ordinary shares in issue of 1,911,842,736 shares (unchanged from

the first half of 2000).
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8 Dividends per share

First interim
Second interim

'/J’%Lz“ﬁb“ |75 fEUEE
- T (C
(%ﬂrr ERA = 2000).
ﬁ»“[a SICE NG

ﬂ + ‘ib“

e F AR T
S Ak R i CEEEE
A F A A F A
Half-year ended Half-year ended Half-year ended
30 June 30 June 31 December
2001 2000 2000
gl a3 1E T Jﬁ“ﬁ{»f’* (%ﬁ* 17 Jﬁ&*{%{»f’* (%ﬁ* I
wid Tk Ul Tk Tl T
per share per share per share
2.10 4,015 2.00 3,824 - -
- - - - 2.80 5,353
2.10 4,015 2.00 3,824 2.80 5,353

The calculation of dividends per share for the first half of 2001 is based on proposed dividends of HK$4,015 million
(HK$3,824 million for the first half of 2000) and on 1,911,842,736 shares in issue (unchanged from the first half of

0 PEFHELGPRE

9 Cash and short-term funds

o S FEEE B i
4= [ ERNY EEE RN
At 30 June At 30 June At 31 December
2001 2000 2000
’Télﬁﬂf B&Fﬁﬁji’ e y’*’jﬁﬂﬂ{fﬁ}‘s}ﬁ Cash in hand and balances with banks
and other financial institutions 3,916 3,221 4,257
@gﬂ [ER S (NS =3 Fr[ﬂji Money at call and placings with banks
maturing within one month 104,457 106,067 110,372
’?_lé’? Treasury bills 9,799 11,394 14,683
118,172 120,682 129,312
10 —- {&E| ] 0 @ﬁ‘r&iyﬂﬁ[#{ 10 Placings with banks maturing after one month
o S FEEE B i
#EZA FI HEZA oA A
At 30 June At 30 June At 31 December
2001 2000 2000
= | IR ERIR Remaining maturity:
- = BRI EE R - Three months or less but over one month 34,223 42,674 35,756
- ZEET) FE- - One year or less but over three months 15,442 27,671 22,649
S - F RS - Five years or less but over one year - 15 -
49,665 70,360 58,405
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27

wRE 11 Certificates of deposit
e S FEEE B i
4 A [ RN TER
At 30 June At 30 June At 31 December
2001 2000 2000
= ZHA | IR Remaining maturity:
- AP HEZEN E:f =1 H#H - Three months or less but not repayable on demand 2,223 2,291 3,060
- ZEEIT) FE— - One year or less but over three months 7,497 3,070 4,599
- - FlEETE - Five years or less but over one year 9,687 9,656 9,573
19,407 15,017 17,232
12 ﬁ [EIE'JE'J Bisg VI 12 Securities held for dealing purposes
S Ak - FFEE s FEE
+ EZA [ + = SR EN Ry
At 30 June At 30 June At 31 December
2001 2000 2000
Debt securities by remaining maturity:
- Three months or less but not repayable on demand 158 39 920
- One year or less but over three months 1,385 277 1,198
- Five years or less but over one year 965 364 1,988
- Over five years 208 - 391
2,716 680 4,497
HER Equity shares 121 - 2
2,837 680 4,499
13 HETETH 13 Advances to customers
CF1) ZHIErF (a) Advances to customers
S FFF S FEEE S
+ EZA [ + = oS HEA =
At 30 June At 30 June At 31 December
2001 2000 2000
T ETER Gross advances to customers 223,741 216,190 221,973
FTREE Specific provisions (2,554) (3,315) (3,017)
— hjvs ﬁ’ﬁj General provisions (1,437) (1,463) (1,438)
219,750 211,412 217,518
= | IR aRI R Remaining maturity:
- EH R - Repayable on demand 11,764 10,846 11,139
- ZEEITHEZEANRA R - Three months or less but not repayable on demand 17,170 14,645 14,730
ZEN) FE- - One year or less but over three months 23,847 16,030 22,579
- - FlEETE - Five years or less but over one year 75,878 75,126 73,168
- TiEI - Over five years 87,505 90,766 92,066
- W%bﬂﬁﬂ%ﬁ— M £ ] - Non-performing advances and overdue
for more than one month 7,577 8,777 8,291
TR E Gross advances to customers 223,741 216,190 221,973
ﬁ iR fﬁ Provisions for bad and doubtful debts (3,991) (4,778) (4,455)
219,750 211,412 217,518
WETESR P! KIJ?'[ : Included in advances to customers are:
LI - Trade bills 2,085 1,984 1,929
ﬁ iR fﬁ - Provisions for bad and doubtful debts (44) (36) (37)
1048 8%
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13 Advances to customers (continued)

(b) Provisions against advances to customers

B AR
I - 45 Suspended
Specific General otal interest
At 1 January 2001 3,017 1,438 4,455 801
Amounts written off (578) - (578) (157)
Recoveries of advances
written off in previous years 94 - 94 -
Net charge to profit and loss account 21 - 21 -
Interest suspended during the period - - - 175
Suspended interest recovered - - - (35)
Exchange adjustments - (1) (1) -
At 30 June 2001 2,554 1,437 3,991 784

Suspended interest comprises both suspended interest netted against advances to customers and suspended
interest netted against accrued interest receivable in prepayments and accrued income.

Total provisions as a percentage of gross advances to customers are as follows:

HEZA [ MY ST HEA =

At 30 June At 30 June At 31 December

2001 2000 2000
% % %

Specific provisions 1.14 1.53 1.36
General provisions 0.64 0.68 0.65
Total provisions 1.78 2.21 2.01
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13 Advances to customers (continued)

(c) Non-performing advances to customers and provisions

Non-performing advances to customers on which interest has been placed in suspense or on which interest accrual

has ceased are as follows:

Gross non-performing advances
on which interest
- Has been placed in suspense
- Accrual has ceased

Suspended interest

Gross non-performing advances *
Specific provisions

Net non-performing advances

Specific provisions as a percentage
of gross non-performing advances *

Gross non-performing advances * as a

percentage of gross advances to customers

T
+ A I
At 30 June

2001

6,578
342

6,920

(316)
6,604
(2,554)

4,050

38.7%

3.0%

* Stated after deduction of interest in suspense.

At 30 June
2000

7,343
585

7,928
(321)

7,607
(3,315)

4,292
43.6%

3.5%

p

4\\%

- =iy
1A
At 31 December

2000

2y
dw

6,894

867

7,761
(327)

7,434
(3,017)
4417

40.6%

3.3%

Non-performing advances to customers are those advances where full repayment of principal or interest is
considered unlikely and are so classified as soon as such a situation becomes apparent. Thus, non-performing
advances may include advances that are not yet more than three months overdue but are considered doubtful.
Except in certain limited circumstances, all advances on which principal or interest is more than three months
overdue are classified as non-performing. Specific provisions made in respect of non-performing advances take into

account the value of collateral held.

(d) Overdue advances to customers

The amount of advances to customers which are overdue for more than three months and its expression as a
percentage of gross advances to customers are as follows:

Gross advances to customers* which
have been overdue with respect to

either principal or interest for periods of:

- Six months or less but over
three months

- One year or less but over six months

- Over one year

S FFF S S

# 7 fI Y] oA ZHEA

At 30 June At 30 June At 31 December

2001 2000 2000

% % %

861 0.4 865 0.4 854 0.4
1,455 0.6 862 0.4 762 0.3
3,109 1.4 4,253 2.0 3,687 1.7
5,425 2.4 5,980 2.8 5,303 2.4

* Stated after deduction of interest in suspense.
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13 Advances to customers (continued)

(d) Overdue advances to customers (continued)

o Ak e e CFEEE
+EZA 4 H = FI ST HEA =
At 30 June At 30 June At 31 December
2001 2000 2000
% % %
Overdue advances to customers (as above) 5,425 2.4 5,980 2.8 5,303 2.4
Less: overdue advances on which
interest is still being accrued (655) (0.3) (435) (0.2) (418) (0.2)
Add: advances overdue for periods of
three months or less, or which are
not yet overdue, and on which
interest has been placed in
suspense:
- included in rescheduled advances 1,137 0.5 1,225 0.5 1,576 0.7
- other 697 0.4 837 0.4 973 0.4
Gross non-performing advances 6,604 3.0 7,607 3.5 7,434 3.3

Advances with a specific repayment date are classified as overdue when the principal or interest is overdue and
remains unpaid at the period-end. Advances repayable by regular instalments are treated as overdue when an
instalment payment is overdue and remains unpaid at the period-end. Advances repayable on demand are classified
as overdue either when a demand for repayment has been served on the borrower but repayment has not been
made in accordance with the instruction, or when the advances have remained continuously outside the approved
limit advised to the borrower for more than the overdue period in question.

(e) Rescheduled advances to customers

The amount of rescheduled advances and its expression as a percentage of gross advances to customers are as
follows:

o Ak e e CFEEE

+ A A I SR EN Ry

At 30 June At 30 June At 31 December

2001 2000 2000

% % %

Rescheduled advances to customers* 2,336 1.0 1,745 0.8 2,756 1.2

* Stated after deduction of interest in suspense.

Rescheduled advances are those advances which have been restructured or renegotiated because of a
deterioration in the financial position of the borrower, or because of the inability of the borrower to meet the original
repayment schedule.

Rescheduled advances to customers are stated net of any advances that have subsequently become overdue for
over three months and are included in overdue advances to customers.
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13 Advances to customers (continued)
(f) Segmental analysis of advances to customers 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 in
an area which is different from that of the counterparty. At 30 June 2001, over 90 per cent of Hang Seng’s advances
to customers and the related non-performing advances and overdue advances were classified under the area of
Hong Kong (unchanged from positions at 30 June 2000 and 31 December 2000).

(9) Gross advances to customers by industry sector

The analysis of gross advances to customers (after deduction of interest in suspense) by industry sector based on
categories and definitions used by the Hong Kong Monetary Authority is as follows:

o Ak e e CFEEE
+ A FI FEEA S EN Ry
At 30 June At 30 June At 31 December
2001 2000 2000
Gross advances to customers for
use in Hong Kong
Industrial, commercial and financial sectors
Property development 19,199 18,910 19,079
Property investment 28,538 27,422 29,579
Financial concerns 1,693 4,025 2,979
Stockbrokers 133 153 97
Wholesale and retail trade 4,084 4,301 4,066
Manufacturing 1,789 1,983 1,825
Transport and transport equipment 8,205 8,640 8,471
Other 18,741 16,937 19,073
82,382 82,371 85,169
Individuals
Advances for the purchase of flats under the
Government Home Ownership Scheme,
Private Sector Participation Scheme and
Tenants Purchase Scheme 39,333 34,852 35,971
Advances for the purchase of other
residential properties 76,678 76,379 78,005
Credit card advances 4,986 4,086 4,745
Other 5,945 5,312 4,875
126,942 120,629 123,596
Total gross advances for use in Hong Kong 209,324 203,000 208,765
Trade finance 10,455 9,794 9,013
Gross advances for use outside Hong Kong 3,962 3,396 4,195
Gross advances to customers 223,741 216,190 221,973
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14 SHH{USY 14 Long-term investments

(1) RV (a) Carrying value of long-term investments
B D
Carrying Value
A F I ZAF T =A
At 30 June At 30 June At 31 December
2001 2000 2000
NER N [?ﬁ’;,%-’;} Held-to-maturity debt securities
s S 3 = Issued by public bodies
- R L= - Central governments and central banks 3,806 2,091 3,459
- EHpe H&Mﬁ - Other public sector entities 6,053 4,293 7,381
9,859 6,384 10,840
2 r”ﬂ%*ﬁgﬁﬁ Issued by other bodies
- (F,Ji' e T*’jf,ﬁﬂlfé%ﬁ - Banks and other financial institutions 14,960 13,063 15,480
- ¥ - Corporate entities 12,217 5,064 8,517
27,177 18,127 23,997
37,036 24,511 34,837
HEEITY Equity investments
AN & Issued by corporate entities 3,927 3,844 4,433
40,963 28,355 39,270
jﬁ%ﬁﬁ{ﬁ;’f ﬁﬁ’%‘;} Held-to-maturity debt securities
- fi?‘,?%{»fm - Listed in Hong Kong 371 441 419
. Tif,?%ﬁ‘l Ih398R - Listed outside Hong Kong 7,560 1,596 4,881
7,931 2,037 5,300
- ZEH - Unlisted 29,105 22,474 29,537
37,036 24,511 34,837
HEEITY Equity investments
- fi?‘,?%{»fm - Listed in Hong Kong 3,269 3,608 4,139
- Tif,?%ﬁ‘) Ih398R - Listed outside Hong Kong 92 84 114
3,361 3,692 4,253
- ZEH - Unlisted 566 152 180
3,927 3,844 4,433
40,963 28,355 39,270
‘HH?E' & f‘ﬁi’%ﬁ}é‘j FIas & = Held-to-maturity debt securities are stated at cost, adjusted for the amortisation of premiums and accretion of
S R @%gﬂjﬁﬁﬁ U‘ﬁ@‘ discounts over the period from the date of purchase to the date of redemption. Equity investments are stated at fair

j/ SO ) RN - PERIEEY ) 2 value, less provision for impairment.

T AT R -
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Long-term investments (continued)

(b) Fair value of held-to-maturity securities

ey E?@
Fair Value
5
At 30 June

2000

2,080
4,292

6,372

13,060

5,045

T
+E[ A [
At 30 June
2001
Held-to-maturity debt securities

Issued by public bodies
- Central governments and central banks 3,825
- Other public sector entities 6,216
10,041

Issued by other bodies
- Banks and other financial institutions 14,974
- Corporate entities 12,338
27,312
37,353

Held-to-maturity investments
- Listed in Hong Kong 373

- Listed outside Hong Kong 7,570
7,943

- Unlisted 29,410
37,353

(c) Maturity analysis of held-to-maturity debt securities

18,105

24,477

445

1,593

2,038
22,439

24,477

p

&\w

- KL iF
A= EA =
At 31 December

2000

iy 2y
dw

3,471
7,537
11,008

15,510

8,595

24,105
35,113

425
4,940
5,365

29,748
35,113

The maturity profile of the above held-to-maturity debt securities categorised by the remaining period from the

balance sheet date to the contractual maturity date is as follows:

S FFF S S
+ EZA [ + A oS HEA =
At 30 June At 30 June At 31 December
2001 2000 2000
EEHA Remaining maturity:
IE"[ E:f =1 H#H - Three months or less but not repayable on demand 7,351 3,188 10,057
- One year or less but over three months 7,168 7,163 7,003
 F - Five years or less but over one year 19,474 11,812 15,478
- Over five years 3,043 2,348 2,299
37,036 24,511 34,837
15 H 9%FF 15 Other assets
4= [ MY S HEA
At 30 June At 30 June At 31 December
2001 2000 2000
Yk £l El [?‘ﬁ&l J 7}}1;4“ @*’@T v Unrealised gains on off-balance sheet
FllsF ~ S H pad L interest rate, exchange rate and other
ﬁ%‘{'/ Wz derivative contracts which are
marked to market 862 978 1,800
PRGN Deferred taxation 13 - 13
ﬁ]i’%ﬁ%gﬂ’&ﬂﬁf&%ﬁ Items in the course of collection from
other banks 4,722 3,304 4,472
] PR A Prepayments and accrued income 2,991 2,868 3,849
PR Other accounts 2,870 848 1,193
11,458 7,998 11,327
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