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ECONOMIC PROFIT unaudited

Economic profit is calculated from profit after tax, adjusted for non-cash items, and

takes into account the cost of capital invested by Hang Seng’s shareholders. For the
first half of 2003, the return on invested capital was HK$5,110 million, or 33.2%.

The economic profit of HK$2,802 million represented a return of 18.2% to

shareholders in excess of the 15.0% benchmark cost of capital invested by

shareholders. The benchmark cost of capital was, in management’s view, above the

true cost of capital under the current low interest rate environment and was applied

to ensure consistency with earlier periods. The trend of economic profits in the

analysis indicates that Hang Seng continues to create value for its shareholders.
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Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2003 2002 2002
(MBS BETFT) (Figures in HK$m) restated* restated*
% % %
THEREEXR Average invested capital 31,067 31,513 32,372
BEEAREHR* Return on invested
capital** 5,110 33.2 5,268 33.7 4,775 29.3
EENEN Cost of capital (2,308) (15.0) (2,341) (15.0) (2,444) (15.0)
ERF Economic profit 2,802 18.2 2,927 18.7 2,331 143
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* Certain figures for 2002 have been restated to reflect the adoption of Hong Kong Statement
of Standard Accounting Practice 12 (revised) (HKSSAP 12) on “Income taxes”, details of
which are set out in note 26 “Accounting policies” on page 50.

**Return on invested capital represents profit after tax adjusted for non-cash items.



