M= NOTES

(UBE G ETGR) (Figures in HK$m)
1 FAERA 1 Net interest income
FFERER FFRER FFRER
—g¥-F  -FF-#  -—FF-F
ANA=T1H ~NA=Z+H FZA=+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
AR SRA Net interest income 5,453 5,902 5,758
WOFIE 2 FHEE Average interest-earning assets 442,284 461,267 448,711
R E Net interest spread 2.38% 2.21% 2.35%
EF PSR Net interest margin 2.49% 2.58% 2.55%
2 HMEEWRA 2 Other operating income
FEHER FFRER FFRER
—g¥-F  -FF-F  -FF- &
AHZ+E XA=+A +=A=+-8
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
B B A Dividend income
o IEFKRE e listed investments 44 51 35
o EMEHRKRE e unlisted investments 9 6 1
53 57 36
REELRAS Fees and commissions
o BHELLEBRYE e securities/stockbroking 130 126 94
s TEREES e retail investment funds 472 152 218
o Rz e insurance 185 168 256
o IRP IR e account services 129 136 144
o EX e remittance 62 61 62
e EAF * cards 292 312 321
o FEEF e credit facilities 146 157 148
e ANO/HOHE o import/export 99 106 108
o Hfth * other 75 60 67
RSB RS WA Fees and commissions receivable 1,590 1,278 1,418
R EREE S Fees and commissions payable (156) (154) (134)
1,434 1,124 1,284
BB Dealing profits
o SME * foreign exchange 280 259 272
¢ BANMHEMEEED e securities and other trading activities 10 - (1)
290 259 271
REp AR E T Insurance underwriting 125 129 97
BEWMEZHEKA Rental income from investment
properties 113 123 122
Hity Other 197 239 206
2,212 1,931 2,016

Hang Seng Bank Limited
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Notes (continued)

3 EEIWH 3 Operating expenses
¥FELREF —‘J: BER FELER
—EE-F Z i F —FEFE-F
NA=TtH /\ﬁ7+5' +=-A=+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
AZEA Staff costs
s HEeRHMASZER e salaries and other costs 915 909 925
o RINEFIFEIZHE e retirement benefit costs 98 112 322
1,013 1,021 1,247
wE Depreciation 174 189 197
EHERZEER Premises and equipment
s He X * rental expenses 84 80 84
o Hfth e other 282 339 364
366 419 448
Hig =B Other operating expenses 263 237 346
1,816 1,866 2,238
XA IR B Cost:income ratio 23.7% 23.8% 28.8%
ETAY (HEREBET Staff numbers (full-time equivalent) 7,321 7,425 7,488
4 REREHE 4 Provisions for bad and doubtful debts
¥FELREZ —‘J: wER FELER
EF P X Y = Y T =
NA=T1H /\ﬁ7+5' +=-A=+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
REREHFE /(D) Net charge/(release) for bad
and doubtful debts
KFEER Advances to customers
Rk A Specific provisions
o MIZE * new provisions 528 576 559
o O e releases (222) (461) (136)
o Yol 2 kR RRIE * recoveries (25) (94) (20)
281 21 403
—RER General provisions - - -
THIERERFE Net charge to profit and loss account 281 21 403

[18
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5 AREREEK

5 Profit on tangible fixed assets and long-term investments

REBRE 2R
¥FEREZE FFEEER FFEES
—gg-f  -FF-§  -FTF
ARt AAZtA +ZA=+-A
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
HERBARERE 25F Profit on disposal of long-term
equity investments
s ERHIMERRBRAMER * realisation of amounts previously
L YR recognised in revaluation reserves
at beginning of period 316 181 184
o HIRZIEE e loss arising in current period (39) (17) (69)
277 164 115
HERZMREBESRZ Profit less loss on disposal of
& R BB held-to-maturity debt securities 75 49 71
HERVATEEZRIRER Profit less loss on disposal of
tangible fixed assets - (1) 6
KRR BRI ELE Provision for impairment of
long-term investments (9) - (11)
343 212 181
6 WA 6 Taxation
REBERBGERNZMBEAMLM Taxation in the consolidated profit and loss account represents:
T
¥FEREZE FFEEER FFEES
—gg-f  -FF-§  -FTF
~NB=+H ~NA=+H +ZA=+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
BEAENET LS Provision for Hong Kong profits tax 745 802 605
BRI ZTHIE Taxation outside Hong Kong 3 2 4
EIET IR Deferred taxation - - (1)
748 804 588
EiEEE AR 2 BIE Share of associated companies’
taxation 10 4 4
REBIEAR Total charge for taxation 758 808 592
BERME Effective tax rate 12.7% 13.1% 11.1%

ERNSRERDUBE_ZT -
FANAZTHIEZFERBAERR
BARED 2 TARREFE (HE
BT -FFEMAR) NEEH
BTG LA SN 2 Y B X B R D 1T 7R
ERESEMEMBE 2 BE R EIE
BWRERE -

4

Hang Seng Bank Limited

The provision for Hong Kong profits tax was made at 16.0 per cent (the same rate as

for 2001) based on an estimate of the assessable profits for the half-year ended 30

June 2002. Similarly, taxation provisions for subsidiary companies and branches

outside the Hong Kong SAR were made at the appropriate rates of taxation

prevailing in the countries in which they operate.



Wi (&) Notes (continued)

7 SRER 7 Earnings per share

ZET ¥ F2EREBFIIR  The calculation of earnings per share for the first half of 2002 is based on earnings
BRAMBEERT_B-_TEx (= of HK$5,220 million (HK$5,375 million in the first half of 2001) and on the
TZT-FEF¥FABEA+ =Bt weighted average number of ordinary shares in issue of 1,911,842,736 shares
THAEE L) REBITLAEBME  (unchanged from the first half of 2001).

FHz T NAE-—F-BNATEE

—FtE=tA"KR (BEZZEZ—F

FHFEURLEEE) FE o

8 BERRE 8 Dividends per share
FELET FERES FERED
—EE-fF —EE-F —EFE-F
ANA=T1H ANA=Z+AH +=A=+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
FREN EMEET BREY BEHGET SREY BYEET
per share HK$m  per share HK$m  per share HK$m
HKS$ HK$ HK$
F—RFH First interim 210 4,015 210 4,015 - -
Ry Second interim - - - - 280 5,353
2.10 4,015 2.10 4,015 2.80 5,353
9 ErBREREHES 9 Cash and short-term funds
—gg=f e i e i
~NA=+H ~NA=+H +ZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
EFReREHAER Cash in hand and balances
Hin & phikig with banks and other
financial institutions 3,873 3,916 3,729
RER—EAREB 2 Money at call and placings with
T HF A% banks maturing within one month 79,846 104,457 101,293
E% Treasury bills 4,719 9,799 6,077
88,438 118,172 111,099
ESEEH B R Remaining maturity of treasury bills:
e —EAR e within three months 3,520 3,383 3,385
e —EAANLEE—% e one year or less but over
three months 1,199 6,416 2,692
4,719 9,799 6,077

[20
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10 —BAULzEHERREE 10 Placings with banks maturing after one month

—EBECF —FF—F —FE—F
~NA=TtAH ~NA=+H +ZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
ZEHAFBEHME Remaining maturity:
o —EARNAEE=MEA e three months or less but
over one month 32,375 34,223 29,835
o ZARNEE—F e one year or less but
over three months 9,817 15,442 13,831
42,192 49,665 43,666
11 FRE 11 Certificates of deposit
—EBECF —FF—F —FE—F
~NA=TtAH ~NA=+H +ZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
ZEHAFBEHME Remaining maturity:
o ZMEANBIEENRTH e three months or less but
not repayable on demand 3,242 2,223 2,395
o —HANREE-F e one year or less but
over three months 5,542 7,497 6,096
o —FLEERF o five years or less but over one year 17,937 9,687 14,705
e HFMNLE e over five years 101 - 7
26,822 19,407 23,203
12 BEEERZZES 12 Securities held for dealing purposes
—eg=F  -FE-F  -FFF
ANA=T+H ~NA=+H TZHA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
BEREFZRNHARAERE Debt securities by remaining maturity:
o =& H A8 IERNE 2 HA e three months or less but
not repayable on demand 579 158 662
e —HALEE—F e one year or less but
over three months 214 1,385 920
o —FLEERF e five years or less but over one year 416 965 516
e AFLE e over five years - 208 69
1,209 2,716 2,167
’RE Equity shares - 121 -
1,209 2,837 2,167

Hang Seng Bank Limited



Wi (&) Notes (continued)

13 BEFEX 13 Advances to customers
(F) EFER (a) Advances to customers
—gg-%  -FF-F  -FFf
~NA=+H ~NA=+H FZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
EPEREE Gross advances to customers 228,893 223,741 225,926
Sy Specific provisions (1,710) (2,554) (2,052)
— M General provisions (1,437) (1,437) (1,438)
225,746 219,750 222,436
ZREBFREAM Remaining maturity:
o MEAER * repayable on demand 12,128 11,764 12,062
o —EAANEIANMER e three months or less but
not repayable on demand 15,441 17,170 13,213
e —EARANLEE—% e one year or less but
over three months 26,036 23,847 24,815
o —FLLFERF e five years or less but
over one year 83,242 75,878 82,065
o AFELF e over five years 84,628 87,505 86,789
s CEH—EANL * overdue for more than one month 1,452 973 808
o RER e non-performing advances 5,966 6,604 6,174
BEFEENMEE Gross advances to customers 228,893 223,741 225,926
REZREE Provisions for bad and doubtful debts (3,147) (3,991) (3,490)
225,746 219,750 222,436
BEPERANE BT Included in advances to customers are:
« BHRE e trade bills 2,222 2,085 1,882
o RIEBHREMR * provisions for bad and doubtful
debts (66) (44) 61)
2,156 2,041 1,821

[22
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13 EF&ER (&)
() EFEFMRERER

13 Advances to customers (continued)

(b) Provisions against advances to customers

278 —% =X Suspended
Specific General Total interest

e At 1 January 2002 2,052 1,438 3,490 509
H A 3 B Amounts written off (649) - (649) (117)
WEIEFE#MEzER Recoveries of advances

written off in previous years 25 - 25 -
FEHERR Net charge to profit and

loss account 281 - 281 -
HNB R L Interest suspended during the

period - - - 74
Uiz [a] £& /R F1| B Suspended interest recovered - - - (52)
BERE Exchange adjustments 1 1) - -
“ETCFRA=THER At 30 June 2002 1,710 1,437 3,147 414

LRBRFESEBREER [BFPE
o R TEMRERRE] RERT
ZEWASREAMR ZER -

BEFEUEPERLEMT ¢

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:

—EE-F —EE-F —EE-F

NA=+H NA=Z1+H +ZA=+—H

At 30 June At 30 June At 31 December

2002 2001 2001

% % %

Rk Specific provisions 0.75 1.14 0.91
—REHE General provisions 0.63 0.64 0.64
B Total provisions 1.38 1.78 1.55

Hang Seng Bank Limited
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13 EFEXR (4)

(A) BEFEH 2 RERRER
MEBHBREEXCELRFH
BZEPERREERFNMT

Notes (continued)

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 has ceased to accrue are as follows:

8-  -FF-4§  -FF4
ANB=1H ~NA=+HA +ZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
RIZIRBEE Gross non-performing advances
on which interest
o MEBHERRERE e has been placed in suspense 5,622 6,578 6,084
e BEFIERFHHEFNE e accrual has ceased 479 342 251
6,101 6,920 6,335
BRAE Suspended interest (135) (316) (161)
RIEERRY (B7E13(T)) Gross non-performing advances*
(note 13(d)) 5,966 6,604 6,174
Bk E R Specific provisions (1,710) (2,554) (2,052)
RIFIRFEE Net non-performing advances 4,256 4,050 4,122
BIREBYH REE LR Specific provisions as a percentage
of gross non-performing
advances* 28.7% 38.7% 33.2%
REE HRRFERL R Gross non-performing advances*
as a percentage of gross
advances to customers 2.6% 3.0% 2.7%

* EMBBERFEIE o

EFPERRERNERLERHE
BRSLEMNEZER  MEME
NABEERENRIMERERRE
B REETEEBHAER=
AERRREL2HEECEFPE
FeBETHRERIN  HEAR
ZNSBB=EANLREEZE
FoBERRERERE - ARERK
REERERSE CHRERE
R BRmER-

\L

Hang Seng Bank Limited

* Stated after deduction of interest in suspense.

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. Non-performing advances may include advances that
are not yet overdue for more than three months but are considered doubtful. Except
in certain limited circumstances, all advances on which principal or interest is
overdue for more than three months are classified as non-performing. Specific
provisions are made after taking into account the value of collateral held in respect

of such advances.



13 BEFER (8)

(T) EBHzEFEH
ERAH=-EANLZEPERRA
HERPERZLEMT

13 Advances to customers (continued)

(d) Overdue advances to customers

The amounts of advances to customers which are overdue for more than three

months and their expression as a percentage of gross advances to customers are as

follows:
—EECF —FE-F —EE-F
~NA=+H ~NA=ZTH +TZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
% % %
BEPET 2 Re 5k Gross advances
FEB @A - to customers* which
have been overdue
with respect to either
principal or interest
for periods of:
e —HAREEXREA e six months or less but
over three months 823 0.3 861 04 1,338 0.6
e NERNLEE—% e one year or less but
over six months 1,321 0.6 1,455 0.6 894 0.4
o —FLLE e over one year 2,910 1.3 3,109 1.4 3,203 1.4
5,054 2.2 5,425 2.4 5,435 2.4
BBz EFPER (L) Overdue advances to
customers (as above) 5,054 2.2 5,425 2.4 5,435 2.4
B MENERF IR 2 B Less: overdue advances
EFEX on which interest is
still being accrued (691) (0.3) (655) (0.3) (622) (0.3)
BB ={E A T RS Add: advances overdue
H-BNEEERRER for periods of three
ZERFEH months or less, or
which are not yet
overdue, and on which
interest has been
placed in suspense
s IAFEEFPER e included in
rescheduled
advances 321 0.1 1,137 0.5 484 0.2
o Hfth e other 1,282 0.6 697 0.4 877 04
RIZEE* (W5 13(7)) Gross non-performing
advances* (note 13(c)) 5,966 2.6 6,604 3.0 6,174 2.7

* EHIBRBERFBIIR o

Hang Seng Bank Limited

*Stated after deduction of interest in suspense.
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13 EFER (8)

(T) EBHZEFEH (&)
EHBIBECER  BEERS XK
FMEE@H  URARDREE -
BIFIfE MRS - THABEEY

EF - REP-REFAH  mR
MRMAEER  BIZMEBHERE -

AIHEECER  BEERERAR
EEFBA BERARRERE
K RERCHEERABBNN
HERE  MUEBRBERB L
BEER - TIFRRERE o

(%) EBZEFEH
BERVEFPERRAHBEFPER
ZHEMT

Notes (continued)

13 Advances to customers (continued)

(d) Overdue advances to customers (continued)

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 demand notice, 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:

—EE_F —ET—F —ET—F
NA=+H NA=+H +-A=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
% % %
ERZEFER Rescheduled advances
to customers* 391 0.2 2,336 1.0 512 0.2

* BHIBBERFBIIR o

EWZ%ﬁE Xy AR P B R E

BENMEER  MEERRE
E%%mﬁﬂan0

Il EREPERAEABE

BERTEE - DHH=EAR U
tzgﬁﬁm ZEEREBER
PR 13(T)ER °

(C) BFEFZHBD B
EPERZHMEBESEHKBEP AT
EzE - K kERER AR
emElE E—HREAT BEEXK
ZF%A%EMEE%%%ﬁ’%
SEBRERRAZHEHE - B
ZETZHFRA=TH KRTZE
FPERREBzREREBBEK
BEABD 2N THED REBE
ER(H-_ZT-F A=+HEKZ

ET—5+-A=+—B1EA)-
s

Tilk

Hang Seng Bank Limited

* 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
leading to an inability 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 set out in note 13(d) above.

(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 2002, 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 2001 and 31 December 2001).
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(R) BEFEMZITH#78
RREBCREERZITENER
EEZRRFPER (EMBREXA
B) AMENmT

13 Advances to customers (continued)

(g) 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:

—g¥-F  -FE-F  -FFF
~NA=+H ~NA=Z+H +ZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
HEEBEAZER Gross advances to customers
for use in Hong Kong
I¥ BERERE Industrial, commercial and
financial sectors
o MEER e property development 19,775 19,199 20,237
o MERE e property investment 29,952 28,538 29,403
o BRIME e financial concerns 2,121 1,693 1,991
o REKL e stockbrokers 199 133 115
o MEBLTEX e wholesale and retail trade 3,755 4,084 3,737
o BUEHE e manufacturing 2,032 1,789 1,683
o BHKEBHEE e transport and transport equipment 9,671 8,205 9,687
o Hith e other 19,129 18,741 17,109
86,634 82,382 83,962
8 A Individuals
e BE [EEBEERE * advances for the purchase of
[FMAZERER:HE] Rk flats under the Government Home
[BEEHEE] & Ownership Scheme, Private Sector
TRBER Participation Scheme and Tenants
Purchase Scheme 36,752 39,333 39,295
e BEHMEIEMECIREBER e advances for the purchase of
other residential properties 78,937 76,678 77,537
s FAFRER e credit card advances 5,419 4,986 5,262
o Hity e other 6,944 5,945 6,050
128,052 126,942 128,144
EEBREACERRHE Total gross advances for use
in Hong Kong 214,686 209,324 212,106
ESRE Trade finance 10,002 10,455 9,434
EERBUNMEAZER Gross advances for use outside
Hong Kong 4,205 3,962 4,386
BEFERBE Gross advances to customers 228,893 223,741 225,926

Hang Seng Bank Limited




BHsE (4)

Notes (continued)

14 REPRE

14 Long-term investments

(F) REEREBZREEE (a) Carrying value of long-term investments
HREEE  Carrying Value
—gg-F  -FE-F  -FFEF
NA=1+H NA=+H +FZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
BREHmz2BEERS Held-to-maturity debt securities
A EHEET Issued by public bodies
o FRBTRAPRIRT e central governments and
central banks 6,940 3,806 3,324
o HiNH#E e other public sector entities 8,375 6,053 6,510
15,315 9,859 9,834
BE M BT Issued by other bodies
s MERHEMERLE e banks and other financial
institutions 21,229 14,960 15,234
o NE e corporate entities 15,428 12,217 14,537
36,657 27,177 29,771
51,972 37,036 39,605
ERE Equity investments
M EET Issued by corporate entities 2,946 3,927 3,657
54,918 40,963 43,262
BREHmzBEES Held-to-maturity debt securities
EEBLT Listed in Hong Kong 1,167 371 311
EEBENIMEE £ Listed outside Hong Kong 15,368 7,560 9,762
16,535 7,931 10,073
LM Unlisted 35,437 29,105 29,532
51,972 37,036 39,605
RERE Equity investments
EHBLT Listed in Hong Kong 2,189 3,269 2,848
EEBAIMNGE £ Listed outside Hong Kong 82 92 95
2,271 3,361 2,943
LM Unlisted 675 566 714
2,946 3,927 3,657
54,918 40,963 43,262

REHRZEBEFGUARKNET
R YEFRRBABAKEEZ R
IEREBZHEEITEZER - BR
RENRFEEHRBRENE -

|28

Hang Seng Bank Limited

Held-to-maturity debt securities are stated at cost, adjusted for the amortisation of

premiums and accretion of discounts over the period from the date of purchase to

the date of redemption. Equity investments are stated at fair value, less provision for

impairment.
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(C) FEH Mz EHES 21 FERE

14 Long-term investments (continued)
(b) Fair value of held-to-maturity debt securities

NF(EE  Fair Value
—eg-F  -FF-F  -FF%
~NA=+H ~NA=+H +ZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
BREHmzBRES Held-to-maturity debt securities
BAEEEIET Issued by public bodies
o FRBFRPRIET e central governments and
central banks 7,055 3,825 3,401
o HiDNHME e other public sector entities 8,649 6,216 6,741
15,704 10,041 10,142
B E At S BT Issued by other bodies
e AERHEMERKLE e banks and other financial
institutions 21,278 14,974 15,265
o ME e corporate entities 15,549 12,338 14,663
36,827 27,312 29,928
52,531 37,353 40,070
BREHmzBRES Held-to-maturity debt securities
TEEB LM Listed in Hong Kong 1,182 373 315
EEBIMEE £ Listed outside Hong Kong 15,494 7,570 9,856
16,676 7,943 10,171
L Unlisted 35,855 29,410 29,899
52,531 37,353 40,070

(A) HFER Mz EBEFREHADH

tRBERR EBESFRIEA
AN AAEERERNMRA 2 F
FREIMA) HAmT

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

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:

HREEE  Carrying Value

—FF=F —TE—F —FE—F
~NA=1H ~NA=+H +ZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
EHE A F s AR - Remaining maturity:
o =i B A IEANESEIE] e three months or less but not
repayable on demand 7,532 7,351 7,892
o —EAALLEE—F e one year or less but over
three months 10,667 7,168 6,087
o —FHUFERF e five years or less but over one year 31,481 19,474 22,930
o AFLLLE e over five years 2,292 3,043 2,696
51,972 37,036 39,605

Hang Seng Bank Limited




Wi (&) Notes (continued)

15 Hth&EE 15 Other assets
EPSE —FE-F  -FE-F
NA=1H NA=+H +FZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
EEABBERMIMETERE Unrealised gains on off-balance
AR CERREMITE sheet interest rate, exchange rate
TEAGHNZAREREF and other derivative contracts
which are marked to market 876 862 570
EER IR Deferred taxation 34 13 34
FEEERKEE ltems in the course of collection from
other banks 3,756 4,722 2,881
AN R ER R Prepayments and accrued income 2,040 2,991 2,294
H fth BR 1B Other accounts 1,862 2,870 2,781
8,568 11,458 8,560
ZREHAFBEHM Remaining maturity:
e —@AA e three months or less 6,874 8,820 6,467
o —EAANEE—F e one year or less but over three months 621 2,446 1,048
o —FLEERF e five years or less but over one year 947 50 913
o AFME e over five years 90 103 98
8,532 11,419 8,526
o B H e overdue*
- ZEHARLEEARER — six months or less but
over three months 5 5 5
- NMEAKEE—F — one year or less but over
six months 7 8 7
- —FNE — over one year 24 26 22
36 39 34
8,568 11,458 8,560

*FERAEE [ REG;Nm] B2 *Represented mainly by overdue interest receivable included under “Prepayments and accrued
BEEKFIE income”.

[30
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16 Current, savings and other deposit accounts

—EECF —EE—F —EE-F
ANB=1H NA=+H +ZA=+—-H
At 30 June At 30 June At 31 December
2002 2001 2001
BPEHX Customer deposit accounts
o LT e current accounts 32,548 25,950 31,471
o BEFM * savings accounts 146,910 128,745 141,608
o THIREMFHR e time and other deposits 211,020 245,768 222,685
R Certificates of deposit in issue 17,809 15,021 18,564
BHEMERKES Other debt securities in issue 8 - -
408,295 415,484 414,328
BEFER Customer deposit accounts
AJ B B 12 B Repayable on demand 223,161 176,953 186,557
B R R ME With agreed maturity dates or
AR TR EE periods of notice, by remaining
maturity:
o —fAAANEBEEARNKRER e three months or less but not
repayable on demand 159,948 210,806 198,405
e —HANLEE—%F e one year or less but over
three months 6,973 12,606 10,664
o —FULERE o five years or less but over one year 396 98 138
390,478 400,463 395,764
BHFRE Certificates of deposit in issue
ZRE AR Remaining maturity:
o —fAAANEBEEARNKRER e three months or less but not
repayable on demand 6,836 4,272 3,888
e —HANLEE—%F e one year or less but over three
months 8,827 1,797 6,667
o —FULERE o five years or less but over one year 1,781 8,587 7,644
o AFMLE e over five years 365 365 365
17,809 15,021 18,564
BHHEMERES Other debt securities in issue
ZEHAFBEHM Remaining maturity:
o —{AARBEANRIER e three months or less but not
repayable on demand 8 - -
8 _ _
408,295 415,484 414,328

Hang Seng Bank Limited
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Notes (continued)

17 REER

17 Deposits from banks

—FF=F —FE-F —FE-F
~NA=+H ~NA=+HA +ZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
BB Repayable on demand 1,146 2,924 2,406
B FR AR With agreed maturity dates or periods
T EREFE of notice, by remaining maturity:
s —AARERENKER e three months or less but not
repayable on demand 1,137 1,096 198
e —ARANLEE—%F e one year or less but over three
months 4 30 18
2,287 4,050 2,622
18 RRES 18 Shareholders’ funds
—gg-F  -TF-F  -FF-¢
NA=1H NA=+H T+TZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
A Share capital 9,559 9,559 9,559
RERF Retained profits 20,892 20,162 19,618
T RREMEE LA Premises and investment properties
revaluation reserves 8,069 8,672 8,119
REBRERESHEHE Long-term equity investment
revaluation reserve 1,651 2,676 2,323
EAREERFE Capital redemption reserve 99 99 99
] Reserves 30,711 31,609 30,159
40,270 41,168 39,718
BIRRE Proposed dividends 4,015 4,015 5,353
BRES Shareholders’ funds 44,285 45,183 45,071
FHRFE SR HE Return on average
shareholders’ funds 23.8% 24.4% 21.4%

HI A AT Sk (AR Y I 2 R 3 4
BE AEIBEATZLEN

[2

Hang Seng Bank Limited

There was no purchase, sale or redemption of the Bank’s listed securities by the Bank

or any of its subsidiaries during the period.
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19 Capital resources management

Analysis of capital base and risk-weighted assets

—ge-5  -FE-§  -FF-%
ANA=TH NA=Z+H +ZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
BARER Capital base
—REXR Tier 1 capital
o AR * share capital 9,559 9,559 9,559
o [REHEM e retained profits 20,533 19,821 19,342
o EXREEHE * capital redemption reserve 99 99 99
o BFF e total 30,191 29,479 29,000
BE_MAER Tier 2 capital
o TURKREMES LR e premises and investment properties
revaluation reserves 5,674 5,860 5,708
s REIRZHRES(MEHE e |ong-term equity investment
revaluation reserve 1,056 1,605 1,418
o REEN—MEH e general provisions 1,437 1,437 1,437
At * total 8,167 8,902 8,563
MR RGEFTEZRE Unconsolidated investments and
REMIER other deductions (1,608) (1,365) (1,331)
B ARE Total capital base after deductions 36,750 37,016 36,232
ERmEEE Risk-weighted assets
BERERNUA On-balance sheet 224,802 219,577 221,565
BERABRUIN Off-balance sheet 14,058 14,743 14,726
BRI EE Total risk-weighted assets 238,860 234,320 236,291
BEMSRRE 2 ERR Total risk-weighted assets adjusted
MmEEE for market risk 239,200 234,834 236,588
BERTRELE Capital adequacy ratios
RIS ERE After adjusting for market risk
o E—RE o tier 1* 12.6% 12.6% 12.3%
o ML * total* 15.4% 15.8% 15.3%
KT T IS E R Before adjusting for market risk
o FMRiLE o tier 1 12.6% 12.6% 12.3%
o BLE * total 15.4% 15.8% 15.3%

FEALEFCREBECREERZER
BRFMABEESIFRTSER -

Hang Seng Bank Limited

*The capital ratios take into account market risks in accordance with the relevant Hong Kong
Monetary Authority guideline under the Supervisory Policy Manual.
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Notes (continued)

20 RBESHLR

BEEBBTEEMMRT LR
AECHAZFORBESLE

20 Liquidity ratio

The average liquidity ratio for the period, calculated in accordance with the Fourth

Schedule of the Hong Kong Banking Ordinance, is as follows:

YELET FELET FFERER
. —FT-F —ETF
~NA=TH ~NA=+HA +ZA=+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
FITRELERITER The Bank and its major
ZEZEWB AT banking subsidiaries 43.4% 46.0% 452%

21 BeREHRERR

(F) EXBFHXEEXZR 2

21 Reconciliation of cash flow statement

(a) Reconciliation of operating profit to net cash flow from operating

FHEEREHRE activities
¥EREF FEHER
—gF-F —ET-F
AREZ+E AA=+A
Half-year Half-year
ended ended
30 June 30 June
2002 2001
EER Operating profit 5,568 5,946
RIBRER Provisions for bad and doubtful debts 281 21
e Depreciation 174 189
RES & 2 #1H Amortisation of long-term investments (42) (249)
R U1 2 B ER F R Advances written off net of recoveries (624) (484)
REIRE 2 ERIIA Income receivable on long-term investments (953) (1,196)
RERETHZFHERA Net cash inflow from trading activities 4,404 4,227
Rekuigev#® Change in cash and short-term funds 1,499 5,129
={EA LR 2 FE 8 Change in placings with banks repayable after
FHREX three months 4,014 7,207
FaEe & Change in certificates of deposit (3,374) (1,765)
BREBEBERBZEH B Change in securities held for dealing purposes 958 1,662
REERZET) Change in advances to customers (2,967) (1,768)
BEEERAFBIRRAMSR Change in amounts due from immediate holding
(= NCIVE ol company and fellow subsidiary companies (455) (580)
HihEEz & Change in other assets (38) (185)
BREERZE# Change in customer deposit accounts (5,286) (14,412)
BHERES 2 EEH Change in debt securities in issue (747) 291
RAEGTRZEH Change in deposits from banks (335) 248
BEEERABIRRAMSR Change in amounts due to immediate holding
MERARFRE company and fellow subsidiary companies 845 (901)
HtgE 28 Change in other liabilities 1,629 (3,100)
BHRR Taxation paid (68) (168)
WERBREEEREMIEREIER Elimination of exchange differences and
other non-cash items (1,485) 84
REEETBHZ2FHER Net cash outflow from operating activities (1,406) (4,031)

&

Hang Seng Bank Limited
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(Z)BERERMNBELIERZH T

21 Reconciliation of cash flow statement (continued)

(b) Analysis of the balances of cash and cash equivalents

—gg-5  -—TTF
XA=+A  AA=+A
At 30 June At 30 June
2002 2001
EFRE RFMREZE Cash in hand and balances with banks and
N E A& mhi other financial institutions 4,244 3,978
RER—ERNIHZ Money at call and placings with banks
T T R % maturing within one month 82,455 105,155
% Treasury bills 2,415 1,767
—EZ=AARIE2 Placings with banks repayable between
EHF R % one to three months 34,887 35,226
FHE Certificates of deposit 398 1,307
124,399 147,433
22 FEEK  RERTEIR 22 Contingent liabilities, commitments and derivatives
(F) 6128 - GEZHELHE (a) Contract amount, credit equivalent amount and
REfmeEEEE risk-weighted amount
FEZIHEEE
BHIZEE Credit BB IELSEE
Contract equivalent Risk-weighted
amount amount amount
—EE-FAA=T1AH At 30 June 2002
HEEH Contingent liabilities:
ER Guarantees 14,635 14,481 4,311
AE Commitments:
ERABLREHESHERS Documentary credits and short-term
trade-related transactions 7,470 1,501 1,492
REACENBRER - Undrawn formal standby facilities,
B8 R H A R EE credit lines and other
commitments to lend:
o —FHUT e under one year 65,755 - -
o —FNLE e one year and over 16,668 8,334 7,656
HA Other 47 47 47
89,940 9,882 9,195
EEXEH Exchange rate contracts:
B EHIINER 5 Spot and forward foreign exchange 106,446 1,016 248
HiEXEH Other exchange rate contracts 11,855 168 42
118,301 1,184 290
MEREH Interest rate contracts:
7 & 4= 1 Interest rate swaps 52,200 1,077 261
HF) & 4E 4 Other interest rate contracts 16,550 - -
68,750 1,077 261
HMfTETAGY Other derivative contracts 16 - -

Hang Seng Bank Limited
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22 REEE - RERTEIR (8B)
(F)BHEHE EZHELH
RERBINELEE ()

Notes (continued)

22 Contingent liabilities, commitments and derivatives (continued)

(a) Contract amount, credit equivalent amount and

risk-weighted amount (continued)

EEZIHESHE
BRI 2 H Credit BBz E 5
Contract equivalent Risk-weighted
amount amount amount
—EE-FX HA=+H At 30 June 2001
BEES Contingent liabilities:
2R Guarantees 9,124 9,033 3,906
AT Commitments:
ERABRLEHEZIHERS Documentary credits and short-term
trade-related transactions 6,176 1,240 1,234
KA ZEXBRER Undrawn formal standby facilities,
FEEBERE MM ER credit lines and other
commitments to lend:
o —FLT e under one year 62,777 - -
o —FRIHFE e one year and over 18,296 9,148 8,899
87,249 10,388 10,133
EEEH Exchange rate contracts:
BIEI R EHIONER 5 Spot and forward foreign exchange 143,256 2,103 481
HMEZESH Other exchange rate contracts 5,556 85 17
148,812 2,188 498
MEEH Interest rate contracts:
) 2= 42 B Interest rate swaps 47,556 820 206
HiF &4 Other interest rate contracts 7,755 - -
55,311 820 206

E

Hang Seng Bank Limited




22 HEEE  RERTEIR (£) 22 Contingent liabilities, commitments and derivatives (continued)

(F)EHEH FEZHELH
RERNEEE (&)

(a) Contract amount, credit equivalent amount and

risk-weighted amount (continued)

Cred/t

Contract equivalent R/sk We/ghted
amount amount amount
—EE-F+_H=+—H At 31 December 2001
REEH Contingent liabilities:
EiR Guarantees 11,802 11,706 3,761
RIE Commitments:
ERABLRHEZIHERS Documentary credits and short-term
trade-related transactions 5,768 1,154 1,151
KEBZIEABEAER - Undrawn formal standby facilities,
12 B 88 ] M USRS credit lines and other
commitments to lend:
o —FLUT e under one year 64,317 - -
o —FRIE e one year and over 19,367 9,683 9,257
Bt Other 47 47 47
89,499 10,884 10,455
EEE4 Exchange rate contracts:
BIEI R HIONER 5 Spot and forward foreign exchange 98,143 1,066 249
HMEXEGH Other exchange rate contracts 7,917 102 21
106,060 1,168 270
FEEN Interest rate contracts:
) % 5 A Interest rate swaps 44,446 1,035 240
M EEH Other interest rate contracts 6,842 - -
51,288 1,035 240

ERINHEBEERBRMIIRS 2 S
ZONEHE FEZASEERR
BINESE -t EEEZHSER
DREEERBMESE A - It
gﬁ?ﬁ%@%ﬁ%?ﬁ&ﬁ%ﬂ%% ES
“HEEARRERMGES LB
THERBZEERMREMEM
T MBREESRAE AR
MERESTEAENZ—H  NB
EX - %‘J%&Eﬁﬁﬁil,ﬁé%@ :
FIEBRMEREATEANLZE
+ o

Hang Seng Bank Limited

The tables above give the nominal contract, credit equivalent and risk-weighted

amounts of off-balance sheet transactions. The credit equivalent amounts are

calculated for the purposes of deriving the risk-weighted amounts. These are

assessed in accordance with the Third Schedule of the Hong Kong Banking

Ordinance on capital adequacy and depend on the status of the counterparty and

the maturity characteristics. The risk weights used range from 0 per cent to 100 per

cent for contingent liabilities and commitments, and from O per cent to 50 per cent

for exchange rate, interest rate and other derivative contracts.
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22 REEE  RERTEIR (8)
(F) B2  GEZHESH
RERBINELEE ()

NEBRBRAEYHBREES
BMeIR BEEEAL ER
FORERRERREEEZAE
BRZBBERNERREFPRHE
ReBBHER MEELERS
B SRBEHEFZERRE
EREEERE 4 A“@&ﬁﬁ
mZER - BRLBEEEEA T
ERERACIE HENEEZ
BEWTIRERRRE2FK -
BEBBERUIINZERIAR
BINE - RIXRRESHS LME
TZHE BH BHREESEX
5 o
WETAZAN BB IHE
ARRIBzZZF8E  BYT
(KEREE - HWETAZEEM
=S F Bﬁ#%%ET%MMW%
ZEAFE  AARTEEME
I FHEZANBEREBEZES
ERBME B -

Hldg & Bk

m
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Notes (continued)

22 Contingent liabilities, commitments and derivatives (continued)
(a) Contract amount, credit equivalent amount and

risk-weighted amount (continued)

Contingent liabilities and commitments are credit-related instruments which
include acceptances, letters of credit, guarantees and commitments to extend credit.
The risk involved is essentially the same as the credit risk involved in extending loan
facilities to customers. These transactions are, therefore, subject to the same credit
origination, portfolio maintenance and collateral requirements as for customers
applying for loans. As the facilities may expire without being drawn upon, the total
of the contract amounts is not representative of future liquidity requirements.

Off-balance sheet financial instruments arise from futures, forward, swap and
option transactions undertaken in the foreign exchange, interest rate and equity
markets.

The contract amounts of these instruments indicate the volume of transactions
outstanding at the balance sheet date and do not represent amounts at risk. The
credit equivalent amount of these instruments is measured as the sum of positive
mark-to-market values and the potential future credit exposure in accordance with

the Third Schedule of the Hong Kong Banking Ordinance.

(Z) EEHA (b) Replacement cost

—ET_F —ET—F —ETE—F
NA=+H NA=1+H +=-A=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
EXEH Exchange rate contracts 501 936 310
FEE 4 Interest rate contracts 879 670 859
HMMTETAAY Other derivative contracts - - -
1,380 1,606 1,169

AU EERARKAALTMEE The replacement cost of contracts represents the mark-to-market assets on all

BMRALBEZAEN (BREFEE
REzad) BE mxFaHL
BIEIMNEEFREE 2L -

El

Hang Seng Bank Limited

contracts (including non-trading contracts) with a positive value and which have not

been subject to any bilateral netting arrangement.
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BREOMEHUEBEMNRIER
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Hang Seng Bank Limited

23 Segmental analysis
(a) By business segment
Segmental information is presented in respect of business segment and geographical
region. Business segment information, which is more relevant to Hang Seng in
making operating and financial decisions, is chosen as the primary reporting format.
For the purpose of segmental analysis, the allocation of revenue reflects the
benefits of capital and other funding resources allocated to the business or
geographical segments by way of internal capital allocation and funds transfer
pricing mechanisms. Cost allocation is based on the direct cost incurred by the
respective segments and apportionment of management overheads. Rental charges
at market rate for usage of premises are reflected as inter-segment income for the
“Other” segment and inter-segment expenses for the respective business segments.
Hang Seng comprises five business segments. Personal financial services provides
banking (including deposits, credit cards, mortgages and other retail lending) and
wealth management services (including insurance and investment) to personal
customers. Commercial banking manages middle market and smaller corporate
relationships and provides trade-related financial services. Corporate and
institutional banking handles the relationships with large corporate and institutional
customers. Treasury engages in interbank and capital market activities and
proprietary trading. Treasury also manages the funding and liquidity positions of the
Bank and other market risk positions arising from banking activities. Other mainly
represents management of shareholders’ funds and investments in premises,

investment properties and long-term equities.
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23 BRELH (F)

Notes (continued)

23 Segmental analysis (continued)

() E£H%HEF (&) (a) By business segment (continued)
fAA IFkeR BER
RITEH  BERT BEEH Ui
Personal F  Corporate & Inter-
Financial Commercial  Institutional ~ BfA %7 AMEHK  segment ait
Services Banking Banking  Treasury Other  Elimination Total
¥EREZF Half-year ended
ZEE-FARAZTH 30 June 2002
BARX Income and expenses
AR E WA Net interest income 3334 507 324 863 425 - 5453
e TON Operating income 1,303 426 132 161 190 - 2212
BEBIA Inter-segment income - - - - 207 (207) -
BEZERA Total operating income 4,637 933 456 1,024 822  (207) 7,665
BEIM Operating expenses* (1.179)  (353) (54)  (61) (169) - (1.816)
BEBET L Inter-segment expenses (167) (33) (4) 3) - 207 -
NREERA 2 EEEN Operating profit before provisions 3,291 547 398 960 653 - 5849
RERER Provisions for bad and
doubtful debts (383) 2 82 - 18 - (281)
EERT Operating profit 2,908 549 480 960 671 - 5568
BEREREERREIRE Profit on tangible fixed assets
2Rl and long-term investments 21 28 - 75 219 - 343
[EMRE & DR A Share of profits of associated
companies 45 - - - 22 - 67
BRBA—REBKEN Profit on ordinary
activities before tax 2,974 577 430 1,035 912 - 5978
EERFTEE Operating profit excluding
BEBR S inter-segment transactions 3,075 582 484 963 464 - 5,568
BENE *Including depreciation (60) (11) () (1) (100) - (179)
ZEE-FARAZTH At 30 June 2002
REE Total assets 136420 24,752 64,673 219,769 24,992 - 470,606
maE Total liabilities 309,819 66,064 12,772 11,935 25731 - 426,321
BERTRE Investments in associated
companies 368 - - - 683 - 1,051
HMANERRX Capital expenditure incurred
during the period 61 9 1 1 20 - 92
IL

Hang Seng Bank Limited
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23 Segmental analysis (continued)

(FF) £H8F (&) (a) By business segment (continued)
A IFESH
RIEH  BERGT  BEEER
Personal %7 Corporate &
Financial Commercial  Institutional ~ B1E %% AMZE#H  segment ait
Services Banking Banking  Treasury Other  Elimination Tota
FERES Half-year ended
—EE-FNA=TH 30 June 2001
BARX Income and expenses
M S WA Net interest income 3298 598 389 759 858 - 5902
EELON Operating income 991 460 139 129 212 - 1,931
BEBRA Inter-segment income - - - - 209 (209) -
BEERA Total operating income 4289 1,058 528 888 1,279 (209) 7,833
BEL Operating expenses* (1,185) (382) (48) 60)  (191) - (1,866)
BEBS M Inter-segment expenses (162) (39) (5) 3) - 209 -
NBEBER 2 EEHEH Operating profit before provisions 2,942 637 475 825 1,088 - 5967
RERER Provisions for bad and
doubtful debts (184) 45 104 - 14 - 21
EERH Operating profit 2,758 682 579 825 1,102 - 5946
BREEEERREERE Profit on tangible fixed assets and
| long-term investments 3 3 - 43 163 - 2m
[ d=N il Share of profits of
associated companies - - - - 25 - 25
BRI — R E B A Profit on ordinary
activities before tax 2,761 685 579 868 1,290 6,183
EERFTEE Operating profit excluding
BEBZS inter-segment transactions 2,920 721 584 828 893 - 5946
BT E *Including depreciation (65) (17) M) (1) (105) - (189
—EE-#7A=+H At 30 June 2001
BEE Total assets 138,166 23,035 65,055 233,546 22,815 - 482,617
Bak Total liabilities 310,111 79,867 19,024 12,148 16,284 - 437,434
BanaRE Investments in associated
companies 68 - - - 740 - 808
HANEARX Capital expenditure incurred
during the period 70 13 1 1 20 - 105

Hang Seng Bank Limited
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23 REAIW (&)

Notes (continued)

23 Segmental analysis (continued)

(FF) £%8EF (&) (a) By business segment (continued)
A TERSE
RITEH T
Personal Corporate &
Financial Commercial ~ Institutional ~ STE%H EMEE  segment Bt
Services Banking Banking  Treasury Other  Elimination Total
tEREE Half-year ended
—EF-F4+-A=+—-H 31 December 2001
BARX Income and expenses
AR EHA Net interest income 3,402 510 343 908 595 - 5758
EELON Operating income 1,082 447 149 149 189 - 2,016
BEBIA Inter-segment income - - - - 206 (206) -
BEERA Total operating income 4,484 957 492 1,057 990 (206) 7,774
BEIM Operating expenses* (1,506)  (443) (56)  (59) (174) - (2,239
BEBIH Inter-segment expenses (162) (36) @) ) - 206 -
MEEFES 22 EET Operating profit before provisions 2,816 478 432 99 816 - 5536
RERER Provisions for bad and
doubtful debts (389) (7) (23) - 16 - (403)
EERT Operating profit 2,427 471 409 994 832 - 5133
BEREREERREBIRE Profit on tangible fixed assets and
Al long-term investments 14 36 - 70 61 - 18
ERMEFHE Net deficit on property revaluation - - - - (14) - (14)
MBS DR AT Share of profits of
associated companies 7 - - - 24 - 31
BRAT—REBEF Profit on ordinary activities
before tax 2,448 507 409 1,064 903 - 5331
EERNTBHE Operating profit excluding
BEBZS inter-segment transactions 2,589 507 413 998 626 - 5133
BENE *Including depreciation (71 (16) 2) (1 (07) - (197)
“EE-FF-H=1— At 31 December 2001
BEE Total assets 136,233 22,692 63,108 226,656 26,098 - 474,787
BafRE Total liabilities 308,404 69,101 16,412 10,022 25,777 - 429,716
BeaARRE Investments in
associated companies 89 - - - 685 - 774
HNEAHRY Capital expenditure incurred
during the period 44 7 - 2 35 - 38
‘L

Hang Seng Bank Limited
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(Z) BB
WIBE S D 2T B XA The geographical regions in this analysis are classified by the location of the principal

23 Segmental analysis (continued)

(b) By geographical region

JTXELEWYGIRBITRAEER operations of the subsidiary companies or, in the case of the Bank itself, by the
EENERRE2ETHDTE  location of the branches responsible for reporting the results or advancing the funds.

B o

¥FERER FFREER FEHER
—EF-F —ETEF —ET-F
ANA=ZTH NAZ=+H TZA=1+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
% % %
BEEWA Total operating income
(BEHRAEZH) (net of interest expense)
B Hong Kong 6,794 89 7,274 93 6,953 89
EM Americas 835 11 524 7 783 10
Hit Other 36 - 35 - 38 1
7,665 100 7,833 100 7,774 100
BREL AT — REH SR Profit on ordinary
activities before tax
i Hong Kong 5,105 85 5,572 90 4,525 85
EM Americas 833 14 509 8 752 14
A Other 40 1 102 2 54 1
5,978 100 6,183 100 5,331 100
HREAMX Capital expenditure
incurred during
the period
B Hong Kong 91 99 103 98 87 99
EM Americas - - - - 1T 1
Hit Other 1 1 2 2 - -
92 100 105 100 88 100
ﬂ

Hang Seng Bank Limited
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23 REBAI (B)

(Z) BB (&)

Notes (continued)

23 Segmental analysis (continued)

(b) By geographical region (continued)

ZEE-F —EE-F —FE-F
AB=+H ABA=+A +-A=+-A8
At 30 June At 30 June At 31 December
2002 2001 2001
% % %
HEE Total assets
A Hong Kong 360,701 77 385,709 80 370,489 78
EM Americas 103,615 22 90,495 19 98,145 21
HA, Other 6,290 1 6,413 1 6,153 1
470,606 100 482,617 100 474,787 100
FOR=N Total liabilities
A Hong Kong 412,921 97 420,031 96 415739 97
EM Americas 9352 2 13,138 3 10,068 2
HA, Other 4,048 1 4265 1 3,909 1
426,321 100 437,434 100 429,716 100
FEERRAEE Contingent liabilities and
commitments
Bk Hong Kong 103,923 99 95,612 99 100,704 99
M Americas - - - - - -
Hth Other 652 1 761 1 597 1
104,575 100 96,373 100 101,301 100
|aa

Hang Seng Bank Limited



24 BEERE 24 Cross border claims
EREEAEEWZERESZ - 48 Cross border claims include receivables and loans and advances, balances due from
TEHRLEHRIEERTZRE - Z  banks and holdings of certificates of deposit, bills, promissory notes, commercial
BARE . EYEEEMHEMAEE  paper and other negotiable debt instruments and also include accrued interest and
BEITANBE LMEEZESF| overdue interest on these assets. Claims are classified according to the location of
BHIBHANAME - EEHER/IK the counterparties after taking into account the transfer of risk. For a claim
AR GHEFMEZME - &5 XJE guaranteed by a party situated in a country different from the counterparty, risk will
EFEEZEME T - BEEEZE  be transferred to the country of the guarantor. For a claim on the branch of a bank
RAFMEMEERRZFYEFAEZ  orother financial institution, the risk will be transferred to the country where its
e B|EBEEEERAZHAE  head office is situated. Claims on individual countries or areas, after risk transfer,
WE - ABRITREREE 1T 2 amounting to 10 per cent or more of the aggregate cross border claims are shown as
B HEREEBREZRTH folows:
TREBZRTHRERRE o @5
FABREELT NEARERREE
HEREEA D2 THU LB
REFHIMT

FI%REM
SBBE AEHIE
Banks & Other Public
Financial Sector Hith Air
Institutions Entities Other Total
—EE-FANAZTA At 30 June 2002
TEEEBER Asia Pacific excluding
MEAE Hong Kong

o M e Australia 16,875 480 2,159 19,514
o Hfth e Other 28,714 954 3,269 32,937

45,589 1,434 5,428 52,451
EY The Americas
s MEKXR * Canada 14,311 5,590 150 20,051
o Hith e Other 6,969 4,859 6,969 18,797

21,280 10,449 7,119 38,848
A Western Europe
o EH e Germany 26,277 1,209 120 27,606
o HH e United Kingdom 21,595 83 2,624 24,302
o Hith e Other 50,056 1,675 2,535 54,266

97,928 2,967 5279 106,174

Hang Seng Bank Limited
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24 BEERE (F)

Notes (continued)

24 Cross border claims (continued)

[ K E M
TREE REBE
Banks & Other Public
Financial Sector Hih Bir
Institutions Entities Other Total
—EFE-FXA=1H At 30 June 2001
TEEEBER Asia Pacific excluding
MEAR Hong Kong
o BN e Australia 19,088 1,903 859 21,850
o Hfth o Other 31,476 1,468 2,370 35,314
50,564 3,371 3,229 57,164
=M The Americas
s MEKXR e Canada 15,834 5,657 47 21,538
o Hith o Other 10,686 2,653 6,412 19,751
26,520 8,310 6,459 41,289
i ¢ Western Europe
o 1EE e Germany 27,670 1,079 31 28,780
o K e United Kingdom 22,208 - 1,221 23,429
o Hith e Other 53,885 1,236 1,469 56,590
103,763 2,315 2,721 108,799
—EE-—F+=-H=1—H At 31 December 2001
TEEEBER Asia Pacific excluding
N Hong Kong
o SEM * Australia 17,850 1,260 1,691 20,801
o Hif o Other 33,442 2,283 2,707 38,432
51,292 3,543 4,398 59,233
EP The Americas
s MEKXR e Canada 15,982 3,752 349 20,083
o Hith o Other 6,737 1,343 7,538 15,618
22,719 5,095 7,887 35,701
i) Western Europe
o EH e Germany 25,136 954 2 26,092
o HifH e United Kingdom 20,465 - 1,903 22,368
o Hith o Other 54,393 1,617 2,298 58,308
99,994 2,571 4203 106,768
|45

Hang Seng Bank Limited




25 B EE
BRSO AT HRERE
EHRMRAZEREIBRA_T
TEEMBREMI B

REFBBAGFEZETHE
GFE REMZBAGE 2 HERTD
BEAERBEEMZER  BRBE
MR H R 2 B AR AR AR 4
CEERR UWEEFIBEREEA
THoRBBE_ZTT-—FF+ A%
H  YWEAR-_ZEZT_F—-H—H
FAEETREEAR [EEEH]
ZEBGHEBENE=THN
HECEREREXNZATEN &
BAGE 2 RKBRIBAR - ThiR—
Rz BERTE  TERBRE K
A FERAREHRRERR - I
ARETHRRAZ FRERBRME
ﬁ_',:o

R REFEGHEHER
E=1+WW - R_TE_F—-H—
Az RENGRBAGE 2 ABREE/
BE DREFTBREHEZEER RS
FHERDERAGERBM TR
B BHARNGEEELZ AT E
BEMzE  CERANARAERZS
AER - ZAHEERBBEFER
AE-—EBNATABET BXWM=
ZE-_F-A—Hz [RB&EF |
Ro-RAF EEABERAZ [Hib
BE] R TEMERE] BB TEL
HEAE SR BENREESE
AT=AEnkABaEEE _E
mf-—g&mr-

Hang Seng Bank Limited

25 Accounting policies
This interim report has been prepared on a basis consistent with the accounting

policies adopted in the 2001 financial statements except for the following.

Accounting for defined benefit schemes

In prior years, contributions to defined benefit schemes were made in accordance
with the advice of qualified actuaries so as to recognise the cost of retirement
benefits on a systematic basis over the employees’ service lives and were charged to
the profit and loss account for the year. In accordance with Hong Kong Statement of
Standard Accounting Practice 34 (HKSSAP 34) on “Employee benefits” which was
issued in December 2001 and takes effect for the accounting periods beginning on
or after 1 January 2002, the retirement benefit cost of defined benefit schemes
charged to the current period profit and loss account is determined by calculating
the current service cost, interest cost and expected return on scheme assets in
accordance with a set of actuarial assumptions and taking into account the amount
of net actuarial losses required to be recognised.

Also in accordance with HKSSAP 34, the transitional assets/liabilities in respect of
defined benefit schemes as of 1 January 2002, calculated by estimating the amount
of future benefit that the employees have earned in return for their service in the
prior periods, discounted to present value, and deducting the fair value of the
scheme assets, have been recognised through a prior year adjustment. An amount
of HK$189 million, being the net amount of transitional assets and liabilities, has
been debited to “Retained profits” brought forward at 1 January 2002. Accordingly,
adjustments have been made to “Other assets” to include the transitional assets of
HK$53 million and to “Other liabilities” to include the transitional liabilities of
HK$242 million.
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Notes (continued)

25 Accounting policies (continued)

Accounting for value on long-term assurance business

To reflect the value placed on Hang Seng’s share of interest in the long-term
assurance business of Hang Seng Life Limited, Hang Seng has decided to recognise a
prudent valuation of the discounted future earnings expected to emerge from
business currently in force, taking into account factors such as recent experience and
general economic conditions (“value of long-term assurance business” or
“embedded value”) with effect from 1 January 2002. The embedded value was
determined in consultation with qualified actuaries and was included in “Share of
profits of associated companies” in the consolidated accounts. The increase in the
Bank’s share of the value of Hang Seng Life’s long-term assurance business in the
first half of 2002 amounted to HK$45 million. The amount attributable to the
periods prior to 1 January 2002 amounting to HK$206 million has been recognised
through “Retained profits” brought forward at 1 January 2002 and “Investment in

associated companies” in the balance sheet.
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Hang Seng Bank Limited

26 Comparative figures
Certain comparative figures have been reclassified to conform with the current

period’s presentation.
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Hang Seng Bank Limited

27 Market risk

Market risk is the risk that the movements in interest rates, foreign exchange rates
or equity and commodity prices will result in profits or losses to Hang Seng. Market
risk arises on financial instruments which are valued at current market prices (mark-
to-market basis) and those valued at cost plus any accrued interest (accrual basis).
Hang Seng’s market risk arises from customer-related business and from position
taking.

Market risk is managed within risk limits approved by the Board of Directors. Risk
limits are set by product and risk type with market liquidity being a principal factor in
determining the level of limits set. Limits are set using a combination of risk
measurement techniques, including position limits, sensitivity limits, as well as value
at risk (VAR) limits at a portfolio level.

Hang Seng adopts the risk management policies and risk measurement
techniques developed by the HSBC Group. The daily risk monitoring process
measures actual risk exposures against approved limits and triggers specific action to
ensure the overall market risk is managed within an acceptable level.

VAR is a technique which estimates the potential losses that could occur on risk
positions taken due to movements in market rates and prices over a specified time
horizon and to a given level of confidence. The model used by Hang Seng calculates
VAR on a variance/covariance basis, using historical movements in market rates and
prices, a 99 per cent confidence level and a 10-day holding period, and generally
takes account of correlations between different markets and rates. The movement
in market prices is calculated by reference to market data for the last two years.
Aggregation of VAR from different risk types is based upon the assumption of

independence between risk types.
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Notes (continued)

27 Market risk (continued)

Hang Seng has obtained approval from the Hong Kong Monetary Authority
(HKMA) for the use of its VAR model to calculate market risk for capital adequacy
reporting. The HKMA is also satisfied with Hang Seng’s market risk management
process.

The VAR for all interest rate risk and foreign exchange risk positions at 30 June
2002 was HK$285 million compared with HK$352 million at 31 December 2001.
The average VAR for the first half of 2002 was HK$297 million, with a maximum of
HK$442 million and a minimum of HK$194 million for the period. On an individual
portfolio basis, the values at risk at 30 June 2002 relating to the trading portfolio
and accrual portfolio were HK$4 million (HK$5 million at 31 December 2001) and
HK$284 million (HK$353 million at 31 December 2001) respectively.

The average daily revenue earned from market risk-related treasury activities for
the first half of 2002, including accrual book net interest income and funding related
to dealing positions, was HK$8 million, compared with HK$6 million for the first half
of 2001. The standard deviation of these daily revenues was HK$4 million (HK$3
million for the first half of 2001). No loss was recorded out of 121 trading days in the
first half of 2002. The most frequent result was a daily revenue of between HK$4
million and HK$8 million, with 98 occurrences. The highest daily revenue was
HK$33 million.

Hang Seng’s foreign exchange exposures mainly comprise foreign exchange
dealing by Treasury and currency exposures originated by its banking business. The
latter are transferred to Treasury where they are centrally managed within foreign

exchange position limits approved by the Board of Directors.
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27 Market risk (continued)

The VAR relating to foreign exchange positions was HK$4 million at 30 June
2002 (HK$4 million at 31 December 2001) and the average amount for the first half
of 2002 was HK$4 million, with a maximum of HK$5 million and a minimum of
HK$3 million in the period. The average one-day foreign exchange profit for the first
half of 2002 was HK$2 million (HK$1 million for the first half of 2001).

Interest rate risk arises in both the treasury dealing portfolio and accruals books,
which are managed by Treasury under limits approved by the Board of Directors. The
VAR relating to interest rate exposures was HK$285 million at 30 June 2002
(HK$352 million at 31 December 2001) and the average amount for the first half of
2002 was HK$297 million, with a maximum of HK$442 million and a minimum of
HK$194 million for the period. The average daily revenue earned from treasury-
related interest rate activities for the first half of 2002 was HK$6 million (HK$5
million for the first half of 2001).



BHsE (4)

Notes (continued)

28 NMNERE
IERBEEREE  FEER
BURBMEL -RZZTTZFX
A=+H8 BEREETIHLEEK
INERBMERENEFEBRAEHE

28 Foreign currency positions

Foreign currency exposures include those arising from dealing, non-dealing and

structural positions. At 30 June 2002, the US dollar was the only currency in which

Hang Seng had a non-structural foreign currency position which exceeded 10 per

cent of the total net position in all foreign currencies:

BozthE:
—gE=f —EE-—fF —ET—F
AB=+A AA=+A +=A=+—-H
At 30 June At 30 June At 31 December
2002 2001 2001
EnFLBEERR US dollar non-structural position
REBE Spot assets 238,064 235,047 237,778
REBE Spot liabilities (210,627) (207,328) (206,264)
EHEA Forward purchases 44,644 64,170 39,001
RHET Forward sales (63,634) (83,184) (61,725)
i e Net options positions - - 4
BREESEESRER Net long non-structural position 8,447 8,705 8,794

R-BB-EXASHA A2
ERIENERREERIVEFA R
BBADZTIALENT :

At 30 June 2002, Hang Seng’s structural foreign currency positions which exceeded

10 per cent of the total net structural foreign currency position in all currencies are as

follows:

e —ET-F —ETF
ANA=Z1H ~NA=Z+B +ZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001

EEMRR Structural position
xETT US dollar 792 508 508
AR Renminbi 95 - -

[s2

Hang Seng Bank Limited
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29 Material related-party transactions

(a) Immediate holding company and fellow subsidiary companies

During the first half of 2002, Hang Seng entered into transactions with its
immediate holding company and fellow subsidiary companies in the ordinary course
of its interbank activities including the acceptance and placement of interbank
deposits, correspondent banking transactions and off-balance sheet transactions.
The activities were priced at the relevant market rates at the time of the transactions.

Hang Seng used the IT services of, and shared an automated teller machine
network with, its immediate holding company on a cost recovery basis. Hang Seng
also maintained a staff retirement benefit scheme for which a fellow subsidiary
company acts as insurer and administrator and acted as agent for the marketing of
Mandatory Provident Fund products for a fellow subsidiary company.

The aggregate amount of income and expenses arising from these transactions
during the period, the balances of amounts due to and from the relevant related-

parties and the total contract sum of off-balance sheet transactions at the period-

end are as follows:

EEBRMINZBENSEFIM
T
HAkXEE Income and expenses for the period
F¥EHEZ FFEHER FFHEE
—gg-§  -FF-§  -FFT%
~NA=1H NA=+H +ZA=+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
FEWA Interest income 126 265 178
A Interest expense 9 33 8
Hofth & WA Other operating income 38 77 92
BETH Operating expenses 276 311 536
HIR &8 Balances at the period-end
—¥¥=F  -FE-F  -FF-F
~NB=+H ~NA=+H +ZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
4R Total amount due from 10,425 7,641 8,297
BIER Total amount due to 1,896 1,098 1,051
EERBRMINZBENEE Total contract sum of
off-balance sheet transactions 28,664 26,766 21,580

Hang Seng Bank Limited
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Notes (continued)

29 Material related party transactions (continued)

(b) Associated companies

Hang Seng maintained an interest-free shareholders’ loan to an associated company.
The balance at 30 June 2002 was HK$208 million (HK$208 million at 30 June 2001
and 31 December 2001). The Bank acted as agent for the marketing of life insurance
products for an associated company. Total agency commissions received during the
first half of 2002 amounted to HK$142 million (HK$89 million and HK$168 million

for the first and second halves of 2001 respectively).

(c) Ultimate holding company
During the first half of 2002, no transaction was conducted with the Bank’s ultimate

holding company (unchanged from 2001).

(d) Key management personnel
During the first half of 2002, no material transaction was conducted with key
management personnel of Hang Seng and its holding companies and parties related

to them (unchanged from 2001).
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30 Statutory accounts
The information in this interim report is unaudited and does not constitute statutory
accounts.

The statutory accounts for the year ended 31 December 2001 have been
delivered to the Registrar of Companies and the Hong Kong Monetary Authority.
The auditors expressed an unqualified opinion on those statutory accounts in their
report dated 4 March 2002. The Annual Report and Accounts for the year ended 31
December 2001, which includes the statutory accounts, can be obtained on request
from the Company Secretary Department, Level 10, 83 Des Voeux Road Central,

Hong Kong; or from Hang Seng Bank’s website www.hangseng.com.
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31 Ultimate holding company
Hang Seng Bank is an indirectly-held, 62.14 per cent-owned subsidiary of HSBC
Holdings plc.



