FEBZWIEMEZH Unaudited Supplementary Financial Information

(LB FLhrd 7 AX 53R I)) (Expressed in thousands of Hong Kong dollars unless otherwise stated in the text)

(a) REFXERADERILE

(i)

(i)

(a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS

EFEHELE (i) Capital adequacy ratio
—EE-§ —ZTTTHF
RNB=+H +T-A=+—H
30th June, 2001 31st December, 2000
ZLER Core Capital
190 R R ) R R A AR Paid up ordinary share capital 293,429 293,405
it Reserves 4,675,876 4,162,679
Hith Others 312,107 512,885
5,281,412 4,968,969
SHERMINE AR \ Eligible supplementary capital
TR T HEREEEROR Reserves on revaluation of
& land and interests in land 224,700 224,700
ERIFIEEBEREREFZR Unrealised loss on revaluation
EHEE of non-trading securities (1,363) (46)
—WREEES General provisions for
doubtful debts 365,520 352,104
588,857 576,758
AR E RER AR Total capital base before
) deductions 5,870,269 5,545,727
BERERBENRIER Deductions from total capital
base (183,601) (127,576)
MREMERNERERE Total capital base after
deductions 5,686,668 5,418,151
AERERAREZEATREL Unadjusted and adjusted capital
X adequacy ratio 16.2% 16.2%
RABZEART R L ERARIT The unadjusted capital adequacy ratio is computed on a
&% HiB e REERERAR consolidated basis covering the Bank and certain of its financial
TIRBIM R =R EE (fﬁtﬁ = I@% subsidiaries as specified by the HKMA for its regulatory
ﬁﬁf”ﬁﬁﬂx?ﬁz,m BEEE supervision purposes, and is in accordance with the Third
FAREERATRHLE Zgﬁ'%'m Schedule to the Hong Kong Banking Ordinance. The adjusted
REEEERERREL(H capital adequacy ratio incorporating market risk is computed
GRRERTTER) IS & on the same consolidated basis, and is in accordance with the
)\E%ﬁﬁ B &) T 5 Rk - TR 1R HKMA's Guideline "Maintenance of Adequacy Capital Against
HER S /ﬁgﬁﬁiﬂi:ﬂﬁz,ﬁﬁﬁﬁ Market Risks".
& 1@ [f] o
FYRDESLLE (i) Average liquidity ratio
—EE-§ —ZTTTHF
~NA=+H NAZ=+H
30th June, 2001 30th June, 2000
BEEAEATORBERLLE Average liquidity ratio for

HATHRPES L XIRIER
BRITIRDIPE R OEE ot b &
REEECRMEERGRBREMN
BEINDIT BREMER LI E
TRREME

the first six months ended 47.2% 43.0%
The average liquidity ratio for the period includes the liquidity
positions of all overseas branches, Hong Kong offices and
financial subsidiaries in its calculation, which is the basis of
computation agreed with the HKMA, and has been computed
in accordance with the Fourth Schedule to the Hong Kong

Banking Ordinance.
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b)) ERER-TTRSE (b) ADVANCES TO CUSTOMERS - BY INDUSTRY SECTORS
BRPERZITRERRRZEENRZ The information concerning advances to customers by industry
R D B KR BBR e sectors has been classified according to the usage of the loan and

N

is stated gross of any provisions.

- 22 —TTEF
~NBE+B +ZA=t-H Z®&
30th June, 2001 31st December, 2000 Change
%
EEEERCER Loans for use in Hong Kong
IXHEREM Industrial, commercial
and financial
-MERE - Property development 338,198 293,940 15.1
-MERE - Property investment 5,987,590 5,565,530 76
- B BkE - Financial concerns 563,520 603406  -66
*%@@?E - Stockbrokers 254,668 245,741 36
—HBET - Wholesale and retail trade 1,001,717 992,632 09
-BEX - Manufacturing 1,013,639 1056766 4.1
- EREERRGE - Transport and transport
equipment 1,616,195 1,384,920 16.7
-REEBLER - Share financing 360,909 354,650 18
—Eft - Others 3,014,644 2,864,953 52
BA Individuals
-BEIREREE] [ - Loans for the purchase
BREEFERIAEEELE S of flats in the Home
BFZEX Ownership Scheme,
Private Sector
Participation
Scheme and Tenants
Purchase Scheme 674,197 460,605 46.4
-BEHAEENEZER - Loans for the purchase
of other residential
properties 11,333,620 11,151,902 1.6
-EREER - Credit card advances 426,716 343649 242
-EREEHR - Loan card advances 285,321 136,575 1089
—Hft - Others 2,242,463 2,216,261 12
HAmE Trade finance 1,630,011 1664877 -2.1
EEFRUNMERCER Loans for use outside
Hong Kong
—&F - Macau 3,129,665 3,015,099 38
—Eft - Others 1,672,741 1324135 263
35,545,814 33,675,641 56



) EFER-FTRITERREMER (c)

ZWHESE

RN BERTIRZ ZE TR
YEEREBRRER —RME &
TER T BEER: AREERNE
BEGYIFRZHFAEHNER

— IR KEENEITHRERR
TRBIMITT MAZRITMAER Z R

RN HE FHREM

ADVANCES TO CUSTOMERS, NON-PERFORMING LOANS AND
OVERDUE ADVANCES - BY GEOGRAPHICAL AREA

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

—ZE-£XA=+H
30th June, 2001

BYH=EA

EFER TRITER NEZER

Total Non-  Overdue advances

advances to performing for over

customers loans three months

B Hong Kong 30,071,626 1,142,954 981,416

il Macau 3,294,043 156,514 155,248

HRE AR £HE People's Republic of China 1,435,372 22,798 23,457

Hith Others 744,773 4,080 6,223

35,545,814 1,326,346 1,166,344

“EEEFE+-A=1—H
31st December, 2000
(E®)
(As restated)

A=A

XPEMN TRITER AEZER

Total Non- Overdue advances

advances to performing for over

customers loans three months

B Hong Kong 29,104,175 1,149,966 957,525

il Macau 3,272,289 152,514 183,869

HE AR AAE People's Republic of China 849,033 30,408 35,255
i Others

450,144 2,283 4,727

33,675,641 1,335171 1,181,376
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() BEREEERHZER (d) OVERDUE AND RESCHEDULED ADVANCES
—E2-% —TETE
~A=+H +-A=f+-H
30th June, 2001 31st December, 2000
hEREH HEREE
ZESHL ZBAY
€8 % of total &8 % of total
Amount advances Amount advances
ERBEEFER Gross advances to
customers which have
been overdue for
ZEANEEREA 6 months or less but
over 3 months 274,842 0.77 556,800 1.65
NEAKEE—F 1 year or less but over
6 months 549,535 1.55 276,817 0.82
—FEE Over 1 year 341,967 0.96 347,759 1.03
1,166,344 3.28 1,181,376 3.50
MRBEAnER Amount of collateral held 997,041 1,029,528
BHEBETEE Secured balance 920,432 919,679
EEREREE Unsecured balance 245,912 261,697
BHRER Specific provisions 153,850 231,999
EFENHCERER Rescheduled advances 257,180 0.72 130,240 0.39
R-EEZF+-_A=+—HRZ=ZE There were no overdue advances for over 3 months and rescheduled
E—FRNA=TH AEEEFRTA advances to banks and other financial institutions on 30th June,
ENHEM S RS 2 FIEP I AR 2001 and 31st December, 2000.

BANEREFERBZER



(e) BHMREEERVERAFTEITR

RZHER

(e) THE RECONCILIATION BETWEEN OVERDUE AND RESCHEDULED
LOANS AND NON-PERFORMING LOANS

—EE-§ —ZTTETHF
ANB=+H +=-A=+—H
30th June, 2001 31st December, 2000

BEM=EAN Ly EFER
RETEXMEHR:

EEM=EANKLE
ZEPER

BEEFMZER

B BE = A A EEREFA

B A
iy

<L B

moBE=EA A TEEFS
ERAETRACEFLR
ATRIRZERK

Gross advances to customers
and rescheduled loans which
have been overdue for over
three months:

Gross advances to
customers which have
been overdue for over

three months 1,166,344 1,181,376
Rescheduled advances 257,180 130,240
1,423,524 1,311,616

Less: Loans overdue over

3 months and on which

interest is still being

accrued (191,064) (299,747)
Add: Loans overdue for 3 months

or less and on which

interest is being placed

in suspense or on which

interest accrual has ceased 93,886 323,302

Total non-performing loans 1,326,346 1,335,171
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(f)

R B

ERIIMNERF R BRI FEBIERR
BEMEAINEFRERIEBIER
BATRNAN 2T L BIELHK

F& o

(f) CURRENCY RISKS
The net positions or net structural positions in foreign currencies
are disclosed when each currency constitutes 10% or more of the
respective total net position or total net structural position in all
foreign currencies.

—22-% “ETTE
~B=+H +-A=+—-H
30th June, 2001 31st December, 2000
R 1] e B
BERBEET Equivalent in millions of HK$ us$ Total Us$ Total
HEEE Spot assets 13,372 18,152 14,546 18,839
HEBR Spot liabilities (12,143) (17,003) (12,235) (16,565)
BHEA Forward purchases 1,008 1,637 1,979 2,307
EHEL Forward sales (2,018) (2,561) (4121) (4,395)
REFE Net long positions 219 225 169 186
—ZE-£XA=+H “ZETF+-A=1+—H
30th June, 2001 31st December, 2000
A% pduks
BERBEAT Equivalent in Macau =T 5] Macau e g
millions of HK$ Patacas Us$ Total Patacas US$ Total
ERtegRE Net structural
positions 193 136 329 179 136 315
RiEER () MANAGEMENT OF RISKS

AEECHEBRMER AAERER
?W%MZ?? oRBER ERRTS

2 WHEEEE PR W*IW%(
EJT MR DERZERR R
FREIS A

(i) ERERER
EERBRNZ ZHFRERETT
HAdE TPKEM%E’J?T#X "
SRBE WE TETARREME
7o

The Group has established policies and procedures for the control
and monitoring of credit risk, liquidity, capital and market risk,
which are reviewed regularly by the Board of Directors. The internal
auditors also perform regular audits to ensure compliance with the
policies and procedures.

(i) Credit risk management
Credit risk arises from the possibility that the counterparty in
a transaction may default. It arises from the lending, trade
finance, treasury, derivatives and other activities undertaken
by the Group.



(o) RRREHE (&)

(i)

(i)

ERRREHE (&)
AERENEERRHE TRTE
ENEA FE#REERNIE
FFrERNBERIERER
BR-URBEEBRITROINE
%mﬂ%ﬁﬁ?ﬂtﬂﬁ’ﬁa%\ 3R Al

EHRBEEERERERNER
ggo

ARENRRNABEECER
2 BRIEEPER BETEF
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(g) MANAGEMENT OF RISKS (Continued)

(i)

(i)

Credit risk management (Continued)

The Group's credit policy defines the credit extension criteria,
the credit approval and monitoring processes, the loan
classification system and provisioning policy. It also takes into
account the requirements of the Hong Kong Banking Ordinance
and the guidelines issued by the HKMA with respect to large
exposures and provisioning requirements.

The Group manages its credit risk within a conservative
framework by evaluating the creditworthiness of counterparties,
setting credit limits for counterparties and industry sectors,
and obtaining collateral where appropriate. Actual credit
exposures and limits and asset quality are regularly monitored
and controlled by management.

An analysis of advances to customers by industry sectors is
disclosed in note (b) above.

Unlike on-balance sheet instruments, where the credit risk is
generally represented by the principal value, the credit risk for
derivatives is the positive replacement cost together with an
estimate for the potential future change in its market value.
The credit risk exposure for derivatives is disclosed in note 16(b).

Liquidity management

The Group manages the liquidity structure of its assets, liabilities
and commitments so as to ensure that all Group operations
can meet their funding needs and that the statutory liquidity
ratio is complied with. As disclosed in note (a) above, the
Group's average liquidity ratio of 47.2% for the first half of
2001 is well above the statutory minimum ratio of 259%.

The Board of Directors reviews the current and prospective
funding requirements for all operations through reqular review
of the liquidity ratio and the maturity mismatch profile. The
liquidity risk is managed by holding sufficient liquid assets
(e.g. cash and short term funds and securities) of appropriate
quality to ensure that short term funding requirements are
covered within prudent limits.

Adequate standby facilities are maintained to provide strategic
liquidity to meet unexpected and material cash outflow in the
ordinary course of business.
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(o) RRREHE (&)

(iii)

(iv)

REER

AEBNBREERFHENE
R RFRENEBERE L
ZFIEEMNEATRILRER
EMEZQTERE AREE=
EE-FRA=ZTHRARLHA
BRIBEAZRRUEH /AN Z
TARE T EBEENAD ZN
RIRE K-

AEERZEBBPIPTEZ A
BRABER-HBAREXHE
MEERBEREE BLAE
TELEERENREAT TR
HER - KLH BB AR TE

MEBACRERREEEEM

FMHEMNERERK

TERBEER

mizER AT E EXIRER
EmER BB EARERE
ZemIAZEBE 2T AS
EEXEH FEEH-BRERTE
BEEE-

BEERMTAZREAASEE
ERBEEZBERE-ZZE
SRPTES AERREZS
REEAKR-ZEZBEREHE
FREERBEERR UM
BN EREERBRARRE
ZELENBRETEEHE R
i

ERDBESRIAZASHE
EAE RHBALBRREM
AE HEEREEREZESR
EERRRFICHERE.

AEEBRT 2 HARERR
SEARE RTREENAL
RHHEREH AEARA
25 R REM S 2 s
AT A

(g) MANAGEMENT OF RISKS (Continued)
(iii) Capital management

(iv)

The Group's policy is to maintain a strong capital base to
support the development of the Group's business and to meet
the statutory capital adequacy ratio. As disclosed in note (a)
above, the Group's unadjusted and adjusted capital adequacy
ratio of 16.2% as at 30th June, 2001 is well above the statutory
minimum ratio of 8%.

Capital is allocated to the various activities of the Bank
depending on the risk taken by each business division. Where
the subsidiaries are directly regulated by other regulators, they
are required to maintain minimum capital according to these
regulators' rules. Certain financial subsidiaries, as specified by
the HKMA, are subject to the HKMA's capital requirements for
its regulatory supervision purposes.

Market risk management

Market risk is the risk that changes in interest rates, foreign
exchange rates or equity and commodity prices will affect the
prices of financial instruments taken or held by the Group.
Financial instruments include foreign exchange contracts,
interest rate contracts, equity and fixed income securities.

The limits for financial instruments are approved by the Group's
Asset and Liability Management Committee ("ALMCO") which
is made up of executive directors, the treasurer and senior
managers of the Group. ALMCO is responsible for approving
the policies relating to asset and liability management and to
review, monitor and control the operating ratios and trading
limits to ensure compliance.

Exposures are measured and monitored on the basis of principal
(or notional) amount, outstanding position and stop-loss limit,
and are controlled and reviewed by ALMCO.

The Group adopts a prudent approach to managing its trading
portfolios, and reduces any excessive market risk by executing
offsetting transactions or hedging contracts with other market
counterparties. The Group therefore considers that any market
risk arising from its trading book is not material.



