SUPPLEMENTARY FINANCIAL INFORMATION

M ® B ¥ & H

1. BXZERABESLE 1. Capital adequacy and liquidity ratios

—22-F —TTTEF
AA=tH tZA=+—H
30 June 31 December
2001 2000
(REER) (REEERZ)
(unaudited)  (unaudited)

BARR L& Capital adequacy ratio
— B R A — before adjusting for market risk 31.6% *32.300

2 N Capital adequacy ratio
—RIBRRAER — after adjusting for market risk 31.5% * 32200
BZEAA=THLAXEA

Six-month period
ended 30 June
2001 2000
(REER) (REER)
(unaudited)  (unaudited)
Rz PR E St X Average liquidity ratio for the period 58.6% 64.9%
FRERT R ETIREEBRITH The above capital adequacy ratios are computed on a consolidated basis for the
BHE=RAEAREIREME AR Company and its subsidiaries in accordance with the Third Schedule of the Hong
B EENBE - RRAEERTREL Kong Banking Ordinance. The adjusted capital adequacy ratio takes into account
Rt RREzmEER KR EE the prevailing market risk and the associated credit risk as at the balance sheet
ZEBREERR TRREESRE date, and is computed in accordance with the Guideline “Maintenance of Adequate
BRELZ [RT5RERERTEE Capital Against Market Risks” issued by the Hong Kong Monetary Authority.

ZNE RS

MBEERLEREARITERHE The liquidity ratio is the simple average of each calendar month's average liquidity

MR HARBZ T EMNBARSE ratio calculated for The Hongkong Chinese Bank, Limited (“HKCB"), a principal

BEARITARAR ([ZART]) subsidiary of the Company, in accordance with the Fourth Schedule of the Hong

Mt EEBRAZ TARBERLEZ Kong Banking Ordinance.

MEFHH-

*OERIERENRE 4T ERRE 2 E *  As a result of the change in accounting treatment for proposed dividends as mentioned
AERBAAEMEE AEER-T in note 14 to the accounts, the consolidated capital base of the Group as at 31 December
STF+_A=+—HZBRREARE 2000 had been increased by HK$84,471,000 as detailed in the next section. Accordingly,
3% fn84,471,000% T (BT 3AT the capital adequacy ratios of the Group, before and after adjusting for market risk, as
i) Eit ARER-_TETE+Z at 31 December 2000 had been increased to 32.3% and 32.2% respectively from
A=+—HZEAR R EERET 31.7% and 31.6% as previously reported.

BERRZAIRZE DREEEER
Z31.7%%31.6%EME32.3%K%
32.20%¢
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2. BRERBABENREZARDS
RAEAERBBENRERIETE
FRAREERAZEAR R E - ED
MR

2. Components of capital base after deductions

The consolidated capital base after deductions used in the calculation of the
above capital adequacy ratios as at the balance sheet dates is analysed as follows:

—28-F _TTTF
AA=tH +ZA=+—H
30 June 31 December

2001 2000

I A

FET (RBER) (REEERZ)
HK$'000 (unaudited)  (unaudited)
BB Core capital:
B8 L BRRA Paid up ordinary share capital 1,351,537 1,351,537
BinisE Share premium 50,988 50,988
i Reserves 2,842,527 2,504,352
Bk Profit and loss account 38,709 * 338175
PEBRER RS GTARLEARR) Minority interest (in core equity capital) 895 636

4,284,656 4,245,688

BHENE A Supplementary capital:
— R R AR General provision for doubtful debts 156,349 178,374
BHRERE Term subordinated debt - 231,716
A E R MERERE Eligible value of supplementary capital 156,349 410,090
BRI 2 ERERE B Total capital base before deductions 4,441,005 4,655,778
HRIER : Deductions:
BRERR AR Exposures to connected companies (7.150) (7,150)
FAFENT B A RIFTE20%35 A £ 2 Equity investments of 20% or more
BRARE in non-subsidiary companies (35,749) (35,749)
(42,899) (42,899)
HRiE 2 ERER 2 Total capital base after deductions 4,398,106 4,612,879

* ERNERTEM 4P RS 2
HEREAANEMEY ASER_T
TTE+ - A=+ —H2ZEREREH
M & F 2 2 253,704,000 7T N
84,471,000 7L £338,175,000/ 7T

*  As a result of the change in accounting treatment for proposed dividends as mentioned
in note 14 to the accounts, the balance of the Group's profit and loss account as at
31 December 2000 had been increased by HK$84,471,000 to HK$338,175,000 from
HK$253,704,000 as previously reported.
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3. MNERD

3. Currency concentrations

—B2-F —TTTF

FET AA=tH tZA=+—H
HK$°000 30 June 31 December
2001 2000

ETLER Exposures to USS$, (REER) (RigER)
(ABESERT) expressed in HK$ equivalents: (unaudited)  (unaudited)
REEE Spot assets 4,685,086 5,463,637
HEAR Spot liabilities (4,911,420) (5,733,766)
EHEA Forward purchases 599,672 844,253
BHE Forward sales (251,737) (116,907)
REEFH Net long position 121,601 457,217
REEARTE Net structural position (98,421) (231,716)

REERRFELAMEARTEN

CEBREIBER FRENE27
BMizE150
4, pEEH

(a) B EE 5

NAEB T ELEHI HEA
RITME BEEERREESS
BENEZ DITHZERE KE
BEBE UM E 2 & B A KB
HAna A 2H100% o

The net structural position is in respect of the subordinated floating rate notes
issued by HKCB, the details of which are set out in note 15 on page 27.

4. Segmental information
(a) By geographical area

On the basis of the location of the principal operations of the Group, or, in the
case of HKCB, the location of the branches responsible for reporting the results
or booking the assets, the Group operates predominantly in Hong Kong. Less
than 10% of the Group's operating income or profit before taxation are
attributable to locations outside of Hong Kong.
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4. DEEHR (&) 4. Segmental information (continued)
(b) EXBEEE S (b) By type of business
REBZRHEETZEBEEER The Group's operating income and profit before taxation attributable to each
A2 B B BR AR A 5 major type of business conducted by the Group are analysed as follows:
AT

BEAA=THIEAEAR
Six-month period ended 30 June

2001 2000
BEWA BRBLAT LEWA BREEAT
il | w22 E 2R’ HNZHE
Segmental Segmental Segmental Segmental
operating  profit before operating  profit before
income taxation income taxation
FET (RRER) (RBER) (ResdR) (REER)
HK$'000 (unaudited)  (unaudited)  (unaudited)  (unaudited)
BERTERT Commercial and
retail banking 252,176 75,479 203,417 10,129
B RIREFE Treasury and investment activites 110,762 49,549 119,031 57,331
TERE Corporate finance and
REHLL securities brokerage 26,322 8,477 29,388 7,405
B Other businesses 18,872 (3,805) 233,387 204,320
408,132 129,700 585,223 279,185
HERITEROERETEE T Commercial banking includes the taking of deposits from and the provision of
DHEBERE 7 F R R AE SR loans and advances, including trade finance facilities, to commercial, industrial
ERRBR(RREEIRE) - and institutional customers.
TERTERREIAARF Retail banking includes the taking of deposits from individual customers, the
ZER REFERBETEA extension of residential mortgage loans, personal loans and consumer financing,
ERNHERE WREERE- and the provision of credit card, securities brokerage, nominee and custody
FERELE RIBAREERS services.
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4. DEEHR (&) 4. Segmental information (continued)
(b) ZEBEEE D () (b) By type of business (continued)

EBRREEGBERTFRMH Treasury and investment activities include the provision of foreign exchange
INEEE ER INETRREE trading, remittance, foreign currency and asset-linked deposit services to
ERBZERRY BREEAS customers, and activities conducted in relation to the overall funding position
BEREEER- of the Group.
PERMEREFCLEBOER Corporate finance and securities brokerage include the provision of securities
HESRAERL RERIT B and futures brokerage, investment banking, underwriting and other related
85 N ot 75 A A P AR 7S advisory services.
Hin kB oEMERE AR R Other business activities include property investment, the underwriting of
R XK LEXKERE 2 F% general insurance business, income from disposal of non-core investments
DFREZWARREED LR Lt held by the Group, and other items which have not been allocated to the
BB EMIAR - above business segments.

EREARTEERERAA /| —ET—FHHRE



SUPPLEMENTARY FINANCIAL INFORMATION

4.

PEER (&)
(c) EFEFAHE

AEBZRPEFBE RERA
REGEZITRBRIAFMT

4. Segmental information (continued)

(c) Gross advances to customers

The Group's gross advances to customers, analysed according to the industry
sector in which the borrower operates, are as follows:

—BB-F —TTTF
AR=TR t-A=1+—H
30 June 31 December
2001 2000
FET (RBER) (REEER)
HK$°000 (unaudited)  (unaudited)
EBEBERZER Loans for use in Hong Kong
ITEsr: Industrial, commercial and financial:
o MEER + Property development 84,886 171,312
o MERE + Property investment 2,462,123 2,167,825
o SREIE + Financial concerns 564,294 502,168
o BRELLRL « Stockbrokers 17,961 18,673
o MERTEX + Wholesale and retail trade 595,753 677,375
o FUEX + Manufacturing 549,425 624,300
o BRIEHRE + Transport and transport equipment 1,145,650 1,059,737
o Hits + Others 1,175,766 1,071,153
fEA Individuals:
s BEERERHESE + Loans for the purchase of flats in
AZEEREFER Home Ownership Scheme, Private
HEBHEZ Sector Participation Scheme and
BFZER Tenants Purchase Scheme 41,893 37737
s BEHMET + Loans for the purchase of other
MEZER residential properties 4,286,061 4,286,813
o ERAMER + Credit card advances 180,608 191,685
o Hity + Others 1,329,713 1,155,398
12,434,133 11,964,176
EoRE Trade finance 788,224 994,927
EEBIMERZ &5 Loans for use outside Hong Kong 198,953 289,529
13,421,310 13,248,632

RREBEEUIMBR 2 RFIERP
EREE CBHRTRERTR
100% » FILIEZR 5477 2@
TEEEM (LR 2 47 -

No geographical analysis, based on the location of counterparties, is provided
as less than 10% of the gross advances to customers, overdue and non-
performing loans are attributable to locations outside Hong Kong.
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U

5. CRERCEAEN
(a) EBRER#H

5. Overdue and rescheduled loans

(a) Gross amount of overdue loans

—EZE-—H£xA=1H

—FTEF{_A=1—H

As at 30 June 2001 As at 31 December 2000
FET (RESER) (CRE#Z)
HK$'000 (unaudited) (unaudited)
1HRER HREER
REERBRE Gross advances to ZEDH 2B
BEIAMTIT customers which have % of total % of total
been overdue for: advances advances
BBE=M@A" Over 3 months but
BREAAT less than 6 months 313,561 2.3% 227,017 1.7%
FENEA Over 6 months but
B—FIT less than 1 year 220,913 1.6% 215,552 1.6%
—&ELF Over 1 year 665,224 5.0% 825,905 6.3%
k=] Total 1,199,698 8.9% 1,268,474 9.6%
BEAZEBBER Secured overdue advances 784,116 828,910
ERRZERBER Unsecured overdue advances 415,582 439,564
1,199,698 1,268,474
EEBZEBH Market value of collateral held
R ERS against secured overdue
mE advances 886,983 936,632
eI Specific provisions made 217,052 235,848
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5. CRERLCEAER (&) 5. Overdue and rescheduled loans (continued)
(b) BEAEFHKREHAACBHE (b) Rescheduled advances net of amounts included in overdue advances
2B
—EE-FXHA=+H “ETEF+-_A=+—H
As at 30 June 2001 As at 31 December 2000
(REBERK) (REERZ)
(unaudited) (unaudited)
HHEER HHRE R
ZEDH 2Bk
FHET % of total 9% of total
HK$000 advances advances
REERFEN Rescheduled advances to
customers 36,102 0.3% 65,405 0.5%
BRIz CERER Secured rescheduled advances 20,858 29,411
EINR 2 CERER Unsecured rescheduled advances 15,244 35,994
36,102 65,405
BHEMEEH Market value of collateral
ERZERS held against secured
miE rescheduled advances 22,199 29,585
eI Specific provisions made 4,122 10,840
RZZEE—FA=Z+HR=ZF At 30 June 2001 and 31 December 2000, there were no advances to banks
ERF+_A=+—H WEEM and other financial institutions which were overdue for over 3 months, nor
BEEB=EA 2 RTREMS were there any rescheduled advances to banks and other financial institutions
BUHAE « B30 e B INEAE (] on these two days.
BFRTREMSREEZEE
HEF-
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5. CRERLCEAER (&) 5. Overdue and rescheduled loans (continued)
(c) EBHERRTREN ZH K% (c) Reconciliation of overdue advances to non-performing loans
—B2-F —TTTEF
AA=+H tZA=1+—H
30 June 31 December
2001 2000
FET (RBER) (REEERZ)
HK$°000 (unaudited)  (unaudited)
ERE={EA Advances to customers which are
NEZBFER overdue for more than 3 months 1,199,698 1,268,474
n: 3 R B E sk Add: non-performing loans which are
SRS =EA not overdue, or overdue for
AT ZRRER 3 months or less 88,580 112,163
M:EMEBEZAERZEREA Add: rescheduled advances on which
HEFIERFFIEZ interest is being placed in suspense
BEHER or on which interest accrual
has ceased 36,102 65,405
BB BE=1EA Less: advances which are overdue for
VA BN RET more than 3 months and on which
MEZER interest is still being accrued (392,395) (241,933)
TREFER Non-performing loans to customers 931,985 1,204,109
6. RIRER 6. Management of risks
AARFENBATEAEARITE The Hongkong Chinese Bank, Limited (“HKCB"), a principal subsidiary of the
RAA ([EART]) ERZARE Company, has established policies and procedures for risk management which
BryBEREF YHARREEER are regularly reviewed by senior management and various management
ZEERZE e PREERARGE committees including the Assets and Liabilities Management Committee,
BLEe BELZE8 EXEES Operations Committee, Credit Committee and Audit Committee. The Internal
BREBE THETR -EART Auditors and Compliance Officers of HKCB also perform periodic reviews to
CEGREREZDABIETES supplement the various internal control measures adopted by management and
BRZAGBNEATT R E IR E R R BB P different divisions, and to ensure compliance with the established policies and
PTER 4 2 & T8 A BB B 12 6 e - 1 1 e procedures.

RLZFHRTBRRIEFFAET-
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6. MIBERE (&)

ARE TERRNEEZERRZ
i Fus U

FERR:

RBEE
R

FIEER:

EERRIEREAEHE
2R E B RS-

AEB 2 EEHRFA
AEEZHEREER
Bl ERDBRERBE
IR REERAZEER
LR TR Rm S E G A
SEZRBREEEN ¥
ERBEBRITRKOIZE
KERARBEERER
BB 2 ARESIMA]

TFo

ARCEERIZEEN
ZEEZEET AFEA
BOZEEEEPEAR
VBT EHHER S
HHZER BFEEN M
REZER R ER D
ERER-ERZBEMIE
HZRE TR AKEHR
TESRESSHETHR
Gk

AGREEEHREE AE
FAEZRBESERE
RERTAREERR
2 AR AHEREEEN
ARERPESHE A
EENR.

EARITZRBE SN
—EXRHER UHERERH
HETHRBE SN —
DB MM B ER - LA
SEZHBEEREERK

ot
Wase

FZ=ERE R B A
ZEBE RERAREE
BRZEERSIB-EA
RITEEVBERBIEN
EREHM R AR
KEREERRZFE
BB o M R B R R EE A SRTT
AERREEESMILA
e R G| —EHEITE
o

6. Management of risks (continued)

The following is an overview of the major risks to which the Group is exposed and
the approaches in managing such risks:

Credit risk:

Liquidity risk:

Interest rate risk:

Credit risk primarily arises from lending and other related
activities undertaken by the Group.

The credit policies of the Group set out in detail the credit
approval and monitoring mechanism, loan classification
criteria, and provisioning approach. The credit standards
adopted by the Group was determined with reference to
market practices as well as the risk appetite of the Group,
and in consideration of the requirements and provisions of
the Hong Kong Banking Ordinance and the relevant
guidelines issued by the Hong Kong Monetary Authority.

Day-to-day credit management is performed primarily by
the Credit Administration Division of HKCB under the
supervision of the Credit Committee. The creditworthiness,
repayment ability, collateral pledged by, and the risk
concentration of counterparties are assessed periodically
during the process. Decisions made by the Credit
Committee are reviewed regularly by the Executive Directors
and the Board of Directors of the Group.

The Group manages the liquidity structure of its assets,
liabilities and commitments in view of market conditions
and its business needs, as well as to ensure that its
operations meet with the statutory requirement on
minimum liquidity ratio.

The liquidity positions of HKCB is being monitored on an
ongoing basis to ensure that sufficient liquid funds are
available to meet all financial obligations as they fall due
and to make the most efficient use of the Group's financial
resources.

Interest rate risk mainly arises from the timing differences
in the repricing of interest bearing assets, liabilities and
commitments. HKCB has established policies and systems
to monitor its interest rate sensitive positions and net
repricing gap. Interest rate risk is being monitored
continuously by the Treasury Department (the “Treasury”)
of HKCB under the guidelines and limits approved by the
Directors.
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6. MIBERE (&)

SVERBR -

MR :

AREE 2 IVERREEK
BEARITARRITES
AR BB BB AT 2 SVE
RGEEZEKRE S
ERBRE A =R
BREE m A ERRE
EZeMitE IR RR
H-BEETEERER-

SRR BHE EX Iz
FAAREREHUMY
EXRGE(LEREAR
TBAZFAZERT
ABRZAR -AEE
BTABREINESL M
RaH) BERETBA
B

FAMSERRESER
AEEESEHA WA
BERAEEEZEEH
ERMZERRBED L
B2 RBREER &R
EE ZZBEREAR
TRITESR AERSR
BEAK BAEHRTE
SR AEERKRER
IFRkFr BEER R E
ERBRR A RM
SRRz BB RS EH
mmigERMmatE LA
AESEHERRERE-
BUER RERERD
HTZXHHER TR
AIE T8 2B HFIR
22 ARTT 2 B AR
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HAER AERETA
SERMBMEARRE
BiE 3o

6. Management of risks (continued)

Foreign exchange

Market risk:

risk:

The Group's exposures to foreign exchange risk primarily
arise from currency positions originating from the
commercial banking activities and foreign exchange dealings
conducted by the Treasury of HKCB. Similar to the case of
interest rate risk as mentioned above, foreign exchange
risk is managed and monitored on an ongoing basis by the
Treasury under the guidelines and limits approved by the
Directors.

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

Market risk limits are approved by the Group's Board of
Directors. Actual positions involving market risk are
compared with the approved limits and monitored by the
Assets and Liabilities Management Committee which is
made up of executive directors, the treasurer and senior
managers of HKCB. Exposures are measured and monitored
on the basis of principal or notional amounts, outstanding
balances and pre-determined stop-loss limits. All market
risk trading positions are subject to periodic mark-to-market
valuation, which is monitored and managed by the Treasury.
Independent monitoring, checking and confirmation of
executed trades are undertaken by a separate department
independent of the Treasury. HKCB's internal auditors also
perform regular reviews and testing to ensure compliance
with the market risk limits and guidelines adopted by the
Group.
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