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(Figures in HK$m unless otherwise indicated)

1 FAERA 1 Net interest income
FFELER FFRER FFRER
—EF=F —FF=F —FE_F
AHZ+A AA=+H +=A=+-8
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2003 2002 2002
M BWA Net interest income 5,220 5,453 5,352
WOMFIE 2 FHEE Average interest-earning assets 437,045 442,284 437,229
FRE Net interest spread 2.33% 2.38% 2.33%
EF PSR Net interest margin 2.41% 2.49% 2.43%
2 HMEEWA 2 Other operating income
FERER FFRER FFRER
ZEEZF —EE-F —EE-F
AA=ZTA NA=+tH +ZH=t—-H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2003 2002 2002
IR B A Dividend income
o ITEFKE e listed investments 35 44 38
e FITEFKE e unlisted investments 2 9 8
37 53 46
REERAS Fees and commissions
o BHELRBBRYG e securities/stockbroking 124 130 114
s TEREESD e retail investment funds 685 472 228
o RER * insurance 45 185 158
o IRP R  account services 111 129 126
o« EX e remittance 63 62 66
e EAF e cards 258 292 306
o EEEF o credit facilities 113 146 124
o AR/HOHE e import/export 105 99 118
o Hfth * other 9 75 72
RSB LA WA Fees and commissions receivable 1,600 1,590 1,312
R ERAEELSH Fees and commissions payable (159) (156) (141)
1,441 1,434 1,171
BE R Dealing profits
o SME * foreign exchange 352 280 324
e BHEREMEEEY e securities and other trading activities 9 10 6
361 290 330
R ERET Insurance underwriting 538 125 208
BEWMEZHEBA Rental income from investment
properties 104 113 112
Hit Other 193 197 203
2,674 2,212 2,070
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Notes (continued)

3 EEIH 3 Operating expenses
FERLER FFEEER FFERER
—gF=F —FF=F —FF=F
ABZ+E AA=+A +=A=+-8
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2003 2002 2002
ANEER Staff costs
s HeREMAFER * salaries and other costs 908 915 952
o RIREFIFI I T e retirement benefit costs 91 98 94
999 1,013 1,046
e Depreciation 171 174 178
FHERZEER Premises and equipment
e HEZH * rental expenses 88 84 87
o Hifth e other 280 282 359
368 366 446
Hih L& Other operating expenses 283 263 346
1,821 1,816 2,016
XA I B & Cost:income ratio 23.1% 23.7% 27.2%
ETAH (LEREBET Staff numbers (full-time equivalent) 7,174 7,321 7,279
4 RERERE 4 Provisions for bad and doubtful debts
FERLER FFEEER FFERER
—gF=F —FF=F —FF=F
NB=+A ~NA=Z+H +ZA=+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2003 2002 2002
REREBFEIH/(ED) Net charge/(release) for bad
and doubtful debts
BEPER Advances to customers
Rk Specific provisions
o FIZH * new provisions 666 528 703
o [ e releases (182) (222) (63)
o W[l B Mk BR 1A e recoveries (22) (25) (20)
462 281 620
— MR EE General provisions (6) - (330)
THIERERFE Net charge to profit and loss account 456 281 290
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5 Profit on tangible fixed assets and long-term investments

REBREZRF
¥EREE FFEHER FFEFER
ZEE=F ZEFE-F —EE-F
~NB=+A ~NA=Z+H +tZA=+-—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2003 2002 2002
HERBRERE ZRF Profit on disposal of long-term
equity investments
s ERBVIEMFHBERAMER * realisation of amounts previously
ZEE recognised in revaluation reserves
at beginning of period 358 316 212
e IR ZBE e loss arising in current period (38) (39) (66)
320 277 146
HERZMREBERZ Profit less loss on disposal of
w I ELE 18 held-to-maturity debt securities 40 75 (29)
HEBFEREE 2 &FIRER Profit less loss on disposal of
tangible fixed assets 7 - 1
RERERERER Provision for impairment of
long-term investments (26) 9) -
341 343 118
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Notes (continued)

6 HiE
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N

6 Taxation
Taxation in the consolidated profit and loss account represents:

YFELER FFEEER FFHER
ZEZ=fF —EE-F —EE-F
~NA=1H NA=+H +ZA=+—-H
wAIN B
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2003 2002 2002
restated* restated*
FBRBE-FEFNSHES Current tax — provision for
Hong Kong profits tax
AHITA Tax for the period 839 777 524
BAFE2BRBEEBBETHAMA Benefit of previously unrecognised
tax losses 3) (7) (7)
BEFEHIAEEED Over-provision in respect of prior years - (25) (34)
836 745 483
REHIE -FABUINZHE Current tax - taxation outside
Hong Kong
REARIIE Tax for the period 2 3 3
2 3 3
EERIE Deferred tax
RPELECERMEEELOE Origination and reversal of temporary
differences 31 (3) 56
Bk AHEEHE L FE Effect of increase in tax rate on
deferred tax balances 9 - -
BRABAEFEAMRIHBE/BIESE  Benefit of previously unrecognised
tax losses now recognised 17) - -
5 3) 56
JE(REE & N E 2 B8 Share of associated companies’
taxation 3 10 10
REBIBAR Total charge for taxation 846 755 552
ERBE Effective tax rate 14.3% 12.6% 10.5%

FIETCFZETHT  BAATRMEE
EITERERE 5 (BF) [FREH
B (BREEFEGENET =) MEH
SR - FIEIRE 50 Bz Mzt 26 [&5F
B#E] AT -

ABMHRBEDN-_ZZ=F L¥FXK
TERMBRARERERAITHERE
B2 fh AR BE M IR BB NE R
EXRHZTLHOHE (Z2FZ
FERBAZTR) - REERRFHT
BE SN2 B DA Ko 1T R
MEEEMAENE 28 AN RIERH
BIRER -

20

* 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.

The current tax was provided for based on the estimated assessable profit for the
first half of 2003 and, for the Bank and subsidiaries operating in the Hong Kong
SAR, using the Hong Kong profits tax rate of 17.5% (16.0% for 2002). For
subsidiaries and branches operating in other jurisdictions, the appropriate tax rates

prevailing in the countries in which they operate are used.



6 WiIE ()

ARNRAE _EE=F—H—
ARz ERSHERLERNE =
WoOBRERBEERBBRANK
BERZBEERBBEZREHERRH
EMEMERNTREEZEMNE
Ko RERBEENAIRE AR
ZHBERRRERCRBER -

BRBEREZHEELEZMARL
BMEEE E-—HREATEZHE
R MELEHBEEEERRAA
B R 4 SR MAE B AR a0 15
AT A TR -

BLRERRERZEREA
BEREEFTENRNAKAERZ
MERGE - BERAREELE 2R
BEMEELERRIEIRRES
R-BENBEEREBGES A
EHEERRN BRI ARHE
AR M DA GRS HORL - RIZR AL
BRERIEEESR -

AEENEESITEBENSE
TR mMETREHESBR
HRHMBESREFEBRZZERA
HIRIE B FHEIINES0EL
Bzt 26 &5t EE] BT -

6 Taxation (continued)

Following the adoption of the HKSSAP 12 which became effective on 1 January
2003, deferred tax assets and liabilities arise from deductible and taxable temporary
differences between the carrying amounts of assets and liabilities for financia
reporting purpose and the tax bases respectively. Deferred tax assets also arise from
unused tax losses and unused tax credits.

Deferred tax liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are recognised to the extent that it is probable that
taxable profits will be available against which deductible temporary differences can
be utilised.

Deferred tax is calculated at the tax rates that are expected to apply in the period
when the liability is settled or the asset realised. Deferred tax is charged or credited
in the profit and loss account, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also dealt with in equity. The
carrying amount of deferred tax is reviewed at each balance sheet date and is
reduced to the extent that it is no longer probable that sufficient taxable profit will
be available to allow the related tax benefit to be utilised.

The impact of the change in accounting policy on deferred tax following the
adoption of the HKSSAP 12 in the current period profit and loss account and
reserves and the related prior year adjustment are set out in note 26 “Accounting

policies” on page 50.
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Notes (continued)

7 SRER 7 Earnings per share
—EE=F ¥ FZEREBADNR
BRMNEBRLTE_-_T-8&TT
(ZEZ_FL+ERBBR+ZE
—T=a&n) RegTEEEM
BYHE T AB-—FT-BA+E
E-_TtE=t kK (B-FFZ
FLYFURVEES) 5 -

The calculation of earnings per share for the first half of 2003 is based on earnings
of HK$5,022 million (HK$5,223 million in the first half of 2002) and on the weighted
average number of ordinary shares in issue of 1,911,842,736 shares (unchanged
from the first half of 2002).

8 BEREKRE 8 Dividends per share
¥ELER FEHER FFERES
—EZ=F —FE_#F —FE-F
NA=TH ~NA=+H +ZA=+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2003 2002 2002
FEE BEEET BREEK BEEET SBREBEK BE¥EET
per share HK$m  per share HK$m  per share HK$m
HK$ HK$ HK$
E—RPH First interim 210 4,015 210 4,015 - -
B R H Second interim - - - - 280 5,353
5 5 o Hp Special interim - - - - 050 956
2.10 4,015 2.10 4,015 3.30 6,309
9 ERFBESREHRES 9 Cash and short-term funds
ZEE=F ZEE-F —EE-F
~NBE=Z1+H NA=+H +-A=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
EFREREHRER Cash in hand and balances
Hit o B with banks and other
financial institutions 3,544 3,873 3,518
RER—EARNIESHZ Money at call and placings with
TEHITF R 3 banks maturing within one month 58,726 79,846 67,170
E% Treasury bills 5,039 4,719 7,096
67,309 88,438 77,784
EHEEHAFBERE Remaining maturity of treasury bills:
e —fAR e within three months 3,720 3,520 5,777
e —HANLEE—F * one year or less but over
three months 1,319 1,199 1,319
5,039 4,719 7,096




10 —BAULZERFREZE 10 Placings with banks maturing after one month

—BE=F —EE-F —BE-F
~NA=TtH ~NA=+H FZA=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
ZIH AR REAM Remaining maturity:
s —HAREE=EA e three months or less but
over one month 19,638 32,375 27,996
s —[ARNEE—F e one year or less but
over three months 8,100 9,817 2,923
27,738 42,192 30,919
11 FRE 11 Certificates of deposit
—BE=F —EE-F —BE-F
~NA=TtH ~NA=+H FZA=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
ZIH A FIREAM Remaining maturity:
o —EAREIEAEEH * three months or less but
not repayable on demand 2,952 3,242 1,772
e —[EARNEE—F e one year or less but
over three months 5,915 5,542 7,312
s —FHEERF e five years or less but over one year 20,758 17,937 21,036
e AFNE e over five years - 101 -
29,625 26,822 30,120
12 BEEERRZES 12 Securities held for dealing purposes
—EE=F —FF_F —FE_F
ANA=1H NA=+H +ZHA=+—-H
At 30 June At 30 June At 31 December
2003 2002 2002
BEEFZENHERIAERE Debt securities by remaining maturity:
o =18 A R1EFEANEF B A * three months or less but
not repayable on demand 40 579 97
s —AANEE—F e one year or less but
over three months 71 214 90
s —FHEERF e five years or less but over one year 814 416 890
e AFME e over five years 119 - 121
1,044 1,209 1,198
iz 2 Equity shares 3 - -
1,047 1,209 1,198
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Notes (continued)

13 BEFER

13 Advances to customers

(F)BEFEH (a) Advances to customers
—EE=F —EE-F —EE-F
~NA=+H NA=+H +ZA=+—-H
At 30 June At 30 June At 31 December
2003 2002 2002
REEGBE Gross advances to customers 228,840 228,893 227,475
IR Specific provisions (1,568) (1,710) (1,805)
—MRERH General provisions (1,101) (1,437) (1,108)
226,171 225,746 224,562
ZHEHAFHREAM Remaining maturity:
o JIHA(EE * repayable on demand 12,162 12,128 11,983
e —AANEIMEAER * three months or less but
not repayable on demand 17,263 15,441 18,128
e —HANEE—F * one year or less but
over three months 22,512 26,036 21,243
s —FULEERF * five years or less but
over one year 85,981 83,242 84,466
e AFIE e over five years 82,189 84,628 84,273
e DM —EAMN L * overdue for more than one month 3,062 1,452 1,301
o RIERR ¢ non-performing advances 5,671 5,966 6,081
BEEENMEE Gross advances to customers 228,840 228,893 227,475
REEREE Provisions for bad and doubtful debts (2,669) (3,147) (2,913)
226,171 225,746 224,562
BEFPEFANE B Included in advances to customers are:
« BF5RE e trade bills 2,309 2,222 2,180
o REBHRER * provisions for bad and doubtful
debts (23) (66) (78)
2,286 2,156 2,102
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13 Advances to customers (continued)

(b) Provisions against advances to customers

il

8% /17 Ff

Suspended

Spe;%/j; Generg/ T?;r;/ interest

ZEE=F-A—HEH At 1 January 2003 1,805 1,108 2,913 404
HA kR Amounts written off (721) - (721) (93)
U Bl £ F B bR 2 &% Recoveries of advances

written off in previous years 22 - 22 -
FEEY(BE)ERER Net charge/(release) to profit and

loss account 462 (6) 456 -
HRNERF A Interest suspended during the

period - - - 77
Uiz [a] & & FI] 8 Suspended interest recovered - - - (29)
BRERE Exchange adjustment - (1) 1) -
“EE=FRA=-tHEH At 30 June 2003 1,568 1,101 2,669 359

LB RFEBEER [RPER]
BTEMRESRE] BRTZE
WF BIRBEAAMR 28 -

BEBHEPERLEMT ¢

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:

ZEEZF —EE-F —EE-F

~NA=+H ~NA=Z+HA +ZA=+—H

At 30 June At 30 June At 31 December

2003 2002 2002

% % %

KR EE Specific provisions 0.69 0.75 0.79
—MREH General provisions 0.48 0.63 0.49
mAEE Total provisions 1.17 1.38 1.28
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(R) EFEFHZREERER
MEBEBREELTEIERFH
BZEPERREERFHNMT:

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:

ZEZ=F —EE-F —EE-F
~NA=1H NA=+H +ZA=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
RIZRBEE Gross non-performing advances
on which interest
o FIBEIERRERE e has been placed in suspense 5,567 5,622 5,767
e BIFIERFEAA * accrual has ceased 182 479 429
5,749 6,101 6,196
RS Suspended interest (78) (135) (115)
RIERRE* (B3 13(T)) Gross non-performing advances*
(note 13(d)) 5,671 5,966 6,081
R Specific provisions (1,568) (1,710) (1,805)
RIFRFRE Net non-performing advances 4,103 4,256 4,276
BREBHRBE R Specific provisions as a percentage
of gross non-performing
advances* 27.6% 28.7% 29.7%
REE HWREFER LR Gross non-performing advances*
as a percentage of gross
advances to customers 2.5% 2.6% 2.7%

* BHIBBEXRFBIIR o

RFERRZERDERLEZHE
BEASHENBZER  MEUE
WU RA R 3R B B AR B AE R OB R BE
B RERTEEAHRED =M
AERRRELZ2BERZEFPE
Ko BETHRERSN  FEAE
FHNERB=EANLREEZE
FoBERREREE - AREK
RESKERSR CHREBE
R EAmEE -

* 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.
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EEH=EANLZEPERRA
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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:
ZEEZF —EE-F —EE-F
NA=+AH ~NA=ZTH TZA=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
% % %
BEPEF 2K&3% Gross advances
FECBE - to customers* which
have been overdue
with respect to either
principal or interest
for periods of:
e —EANNEENRMEA * six months or less but
over three months 1,196 0.5 823 0.3 934 04
e NMAANEE—F e one year or less but
over six months 1,098 0.5 1,321 0.6 1,097 0.5
o« —FpF e over one year 2,460 1.1 2,910 1.3 2,734 1.2
4,754 2.1 5,054 2.2 4,765 2.1
ERBZEPER (0 L) Overdue advances to
customers (as above) 4,754 2.1 5,054 2.2 4,765 2.1
A MENERF IR B Less: overdue advances
EPER on which interest is
still being accrued (1,305) (0.6) (691) (0.3) (1,131) (0.5)
e BE=EAKNATHRE Add: advances overdue
H-BNEEEBRRER for periods of three
ZEFER months or less, or
which are not yet
overdue, and on which
interest has been
placed in suspense
s JINBEEPER e included in
rescheduled
advances 1,843 0.8 321 0.1 1,814 0.8
o Hitp e other 379 0.2 1,282 0.6 633 0.3
RERY (K5 13(7)) Gross non-performing
advances* (note 13(c)) 5,671 2.5 5,966 2.6 6,081 2.7

* BHIBBEXRFBIR o

*Stated after deduction of interest in suspense.
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(T) EBHZEFE (8)
BERBIMACZEN  BEAEH
FEEEE  TREBRNDKREE
BIFEB RS - D HEEY
BX . BEAR—REFEH mR
HRDAEE RS IEBHERE -
FIEEBECER  AERBHRAR
ERRBEAN BERARRETRE
A AEHERBEERABBANN
BOEREE - MULBERBERR LM
BHIEAMR - IRV e B AR o

(k) EBZEFER
ERVEFPERREHURATPEN
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 —EE-F 2
ANB=Z+H NA=Z+H +=ZA=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
% % %
ERIRFER Rescheduled advances
to customers* 2,958 1.3 391 0.2 1,831 0.8

* BEHIBBERFIESR

EEVEFPERDARFPMHREE
ME\ENMEBET  MEEHFRE
ERBHGEZERK -

M EERPERETBE
EEENGEE  NaH=EAN
L2 EBEFER  REEFBRER
FBEE 13(T)ER -

() REIZEE
EEORERBRES - NTAEB
EBR IR P Sl A B B i
EEREE - ZFEREREHRE
BERm ERFERBERE
fEe-mEBERRTATHMEE -
RKEERZEER  BRAEZRS
AREZREMEEZERFE K
HE D ERANBIREE DM
EREERR 2 ERDARE [F
FER] LIBRERK -

* Stated after deduction of interest in suspense.

Rescheduled advances are those advances which have been restructured or
renegotiated because of 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) Repossessed assets

In the recovery of non-performing advances, Hang Seng may take repossession of
the collateral assets through court proceedings or voluntary delivery of possession by
the borrowers. Specific provisions have been made in respect of such non-
performing advances taking into account the net realisable value of the related
collateral which is revalued periodically. Upon repossession of the collateral assets,
the advances are adjusted to the net realisable value of the repossessed assets,
usually resulting in a partial write-off of the advances against specific provisions.
Advances with repossessed collateral assets will continue to be accounted for as
" Advances to customers” and classified as non-performing.

ZEE=F —EE_F —EE_F

NA=+H NA=1+H +—A=1+—H

At 30 June At 30 June At 31 December

2003 2002 2002

Y Bl 1 8 Repossessed collateral assets 603 679 638

8
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EFERZHROE E{Kﬁﬁg}f
EZNR LA hERER ZH
ZRMEE -E-—RBEAT  BE

RZERAFEMEERZER
AR EREERAZHAELR
RZZEZ=FA=+TH #BaAR
DINTZEFEFRREBZRE
CEAHERHEADREE MRS
R (BE-_FEZEZ-_FXA=Z+HEZ
ZE_F+-RA=1t—HBHER) -

(¥) EFERZT¥DE
EREECRERBRZAIENER
EEZHREPER (CEHBERM
B) AMTEIIIT:

13 Advances to customers (continued)

(g) 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 located in an area which
is different from that of the counterparty. At 30 June 2003, over 90% 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 the

positions at 30 June 2002 and 31 December 2002).

(h) 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:

ZEE=F —EE-F ZEE-F
~NBE=Z+H NA=+H +=ZA=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
EEEFERAZER Gross advances to customers
for use in Hong Kong
I¥ BEReRE Industrial, commercial and
financial sectors
s MEHR * property development 17,910 19,775 19,300
e MEKE e property investment 33,268 29,952 31,507
e TRIME e financial concerns 3,681 2,121 2,071
o RELHL e stockbrokers 154 199 219
e WHELTEX e wholesale and retail trade 4,097 3,755 3,941
. %%ff% * manufacturing 2,096 2,032 2,037
o BHREBEHRE e transport and transport equipment 8,885 9,671 9,238
o Hif * other 20,158 19,129 19,521
90,249 86,634 87,834
BA Individuals
e BE [EEEEEE] - e advances for the purchase of
[LA2EEEE & flats under the Government Home
[HEBEEFE] 2F Ownership Scheme, Private Sector
ERBER Participation Scheme and Tenants
Purchase Scheme 32,840 36,752 35,050
s BEHMETEMECIRBER e advances for the purchase of
other residential properties 77,972 78,937 78,518
s ERFRER e credit card advances 5,186 5,419 5,578
o Hif e other 6,283 6,944 6,251
122,281 128,052 125,397
EERERACERERE Total gross advances for use
in Hong Kong 212,530 214,686 213,231
EZRE Trade finance 11,029 10,002 9,751
EEBUNMEAZER Gross advances for use outside
Hong Kong 5,281 4,205 4,493
EFERAE Gross advances to customers 228,840 228,893 227,475

29
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14 RYPKRE

14 Long-term investments

(F) REREZREEE (a) Carrying value of long-term investments
fREEE  Carrying Value
—EE=F —EE-F —EE-F
ABZ+E AA=+H +ZA=+-A
At 30 June At 30 June At 31 December
2003 2002 2002
REMRZBERS Held-to-maturity debt securities
AR Issued by public bodies
o PRI R RRIT * central governments and
central banks 10,413 6,940 10,664
o Efp N AikE e other public sector entities 12,874 8,375 9,219
23,287 15,315 19,883
BEMEEET Issued by other bodies
s AIEREMEBEEE * banks and other financial
institutions 58,608 21,229 40,011
o (bE e corporate entities 15,368 15,428 16,960
73,976 36,657 56,971
97,263 51,972 76,854
BRERE Equity investments
BB Issued by corporate entities 1,814 2,946 2,315
99,077 54,918 79,169
REHRzBREES Held-to-maturity debt securities
EEELM Listed in Hong Kong 2,436 1,167 2,340
EEEBAIME £ Listed outside Hong Kong 22,513 15,368 19,551
24,949 16,535 21,891
L Unlisted 72,314 35,437 54,963
97,263 51,972 76,854
BRERE Equity investments
EEELM Listed in Hong Kong 1,085 2,189 1,603
EEELIMEE £ Listed outside Hong Kong 64 82 70
1,149 2,271 1,673
L Unlisted 665 675 642
1,814 2,946 2,315
99,077 54,918 79,169

REMRZEBES AKKET
T YR RMBAREERRE
HHEEZHEERFTBZES - BR
RENDFEENRBEYE -

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

AF(EE  Fair Value
—EE=F FoF —FE-F
~NA=+H ~NA=+HA +ZA=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
BREHmzBRRES Held-to-maturity debt securities
BT Issued by public bodies
o RARBTRFRIET e central governments and
central banks 10,673 7,055 10,924
o EipNHKIE e other public sector entities 13,465 8,649 9,645
24,138 15,704 20,569
Bt RS B AT Issued by other bodies
o FEREMEFEE * banks and other financial
institutions 59,018 21,278 40,213
o ¥ e corporate entities 15,682 15,549 17,241
74,700 36,827 57,454
98,838 52,531 78,023
BREHmzBERES Held-to-maturity debt securities
EEELT Listed in Hong Kong 2,515 1,182 2,403
EEBAIMNEE £ Listed outside Hong Kong 22,800 15,494 19,777
25,315 16,676 22,180
L Unlisted 73,523 35,855 55,843
98,838 52,531 78,023

(A) HFER M2 EBEFRIH AR
TRFERR 2 EHEHFRIEA

o (MREERZEENBERAZ

FIRER) 50T

(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:

Carrying Value

—EE=F ZTE-F ZEE-F
ANAZ+H NA=+H +F=ZA=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
ZEHAFBEHME Remaining maturity:
o =& B A8 IEANEEEIEf e three months or less but not
repayable on demand 7,959 7,532 14,875
e ZHANEE—F e one year or less but over
three months 12,580 10,667 8,911
o —FNFERF « five years or less but over one year 72,966 31,481 50,807
e AFMNF e over five years 3,758 2,292 2,261
97,263 51,972 76,854
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15 HitEE 15 Other assets
—EE=fF —FE- —FE-
~NA=+H NA=1+H +ZHA=+—H
T EHAIT
At 30 June At 30 June At 31 December
2003 2002 2002
restated* restated*
BEBBERMIMNETAERE Unrealised gains on off-balance
ZHRE CERREMITE sheet interest rate, exchange rate
TEAHZRERERN and other derivative contracts
which are marked to market 1,117 876 981
EETRIE Deferred taxation 55 106 73
EES=ECN &S ltems in the course of collection from
other banks 2,945 3,756 2,886
T R A s Prepayments and accrued income 2,403 2,040 2,143
REREFAARERZ KD Long-term assurance assets
REEE attributable to policy holders 3,763 - 2,897
HibBRIA Other accounts 3,232 1,862 3,340
13,515 8,640 12,320
ZRE AR Remaining maturity:
e Z@AR ¢ three months or less 6,551 6,874 6,929
e —HANUREE—%F * one year or less but over
three months 1,894 621 637
o —FUNLEERF « five years or less but over one year 199 947 968
e AFNE e over five years 4,826 162 3,745
13,470 8,604 12,279
o B HP > * overdue**
- =ZHAREEXRER — six months or less but
over three months 7 5 5
- ANEAREE—F — one year or less but over
six months 9 7 9
- —FNE — over one year 29 24 27
45 36 41
13,515 8,640 12,320

Y ZET-FZEFHT  REATHRME * Certain figures for 2002 have been restated to reflect the adoption of Hong Kong
BETEBERET =5 (BT) [F Statement of Standard Accounting Practice 12 (revised) (HKSSAP 12) on “Income taxes”,
RHE] (BEEHEBERE+ZF) details of which are set out in note 26 “Accounting policies” on page 50.

MEFINT - FIESRE 50 BZ M it
26 [EFtBE] BT -

*EBREeRE [FANEEFKE] BT **Represented mainly by overdue interest receivable included under “Prepayments and
2B ERFE - accrued income”.



16 A% HEREMER

16 Current, savings and other deposit accounts

—FE=F ZEE-F ZEE-F
~NA=+AH ~NA=+HA +ZA=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
BEPER Customer deposit accounts
o FRER e current accounts 38,854 32,548 36,242
s BEEMN * savings accounts 165,717 146,910 154,476
o THREAMFR e time and other deposits 204,445 211,020 206,973
BRTFRE Certificates of deposit in issue 10,014 17,809 15,916
BHEMERES Other debt securities in issue 53 8 86
419,083 408,295 413,693
BEEREH Customer deposit accounts
] BN B HRER Repayable on demand 232,393 223,161 210,351
BT FER SR With agreed maturity dates or
AT EREFE periods of notice, by remaining
maturity:
e —{AANEEARERR « three months or less but not
repayable on demand 166,328 159,948 180,380
e —HANEE—%F ¢ one year or less but over
three months 9,029 6,973 6,701
e —FHEERF * five years or less but over one year 1,266 396 259
409,016 390,478 397,691
BHEARE Certificates of deposit in issue
ZHHAFREAM Remaining maturity:
o —{AANEEARERR * three months or less but not
repayable on demand 2,121 6,836 2,887
e —HANEE—%F ¢ one year or less but over
three months 2,981 8,827 9,635
s —FHEERF * five years or less but over one year 4,727 1,781 3,189
s AFEMNE e over five years 185 365 205
10,014 17,809 15,916
BHHEMERES Other debt securities in issue
ZRHAFBEHM Remaining maturity:
o A AREEARRRER « three months or less but not
repayable on demand - 8 48
e —HANEE—F e one year or less but over
three months 53 - 38
53 8 86
419,083 408,295 413,693

Bl
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Notes (continued)

17 BEER

17 Deposits from banks

—FE=fF —FE_F —FF_F
NA=+H ~NA=+H +ZA=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
B EE Repayable on demand 854 1,146 555
EHEFRES B With agreed maturity dates or periods
AR TR E of notice, by remaining maturity:
e ZHARBEEANKER e three months or less but not
repayable on demand 1,439 1,137 515
e —ANEE—F e one year or less but over
three months 66 4 2
2,359 2,287 1,072
18 Hitt&E 18 Otbher liabilities
ZEZ=fF —EE-F —EE-F
NA=T1H ~NA=+H +ZA=+—H
BRI B
At 30 June At 30 June At 31 December
2003 2002 2002
restated* restated*
BHEER Short positions in securities 5,604 5,267 2,916
BEABRMIMNEMEFEZ Unrealised losses on off-balance sheet
= ERRHMITETA interest rate, exchange rate and
ARZARBLRER other derivative contracts which are
marked to market 1,072 726 832
AHBIE Current taxation 921 998 249
BRI Deferred taxation 601 605 635
¥ EMARIE ltems in the course of transmission
to other banks 4,030 4,253 4,629
FEEt BRI A Accruals and deferred income 1,531 1,303 1,668
BRERINERE Provisions for other liabilities and
charges 384 329 313
BERERE AR RARRE Long-term liabilities attributable to
BE policy holders 3,763 - 2,897
HtbBE Other 944 1,103 606
18,850 14,584 14,745

*ZEEFTETHT /EN?#%%%
ﬁfté*?i% BIE+ =5 (163T) [FI#Z
H] (BEGTEHEMES =) ﬁ'n‘i
AT o FIEIRE S50 BEZMiE 26
[E5EE] BT -

* 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.
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19 Shareholders’ funds

—EE=fF ZEE-F ZEE-F
~NA=1H NA=Z+AH +=ZA=+—H
BT+ BT+
At 30 June At 30 June At 31 December
2003 2002 2002
restated* restated*
R Share capital 9,559 9,559 9,559
RE 5 F Retained profits 20,504 21,005 19,440
T RREMEE LR Premises and investment properties
revaluation reserves 5,906 7,319 6,667
REBRERESHHE Long-term equity investment
revaluation reserve 647 1,619 1,011
BAEEFE Capital redemption reserve 99 99 99
Btk Total reserves 27,156 30,042 27,217
36,715 39,601 36,776
BR RS Proposed dividends 4,015 4,015 6,309
BRRE® Shareholders’ funds 40,730 43,616 43,085
FHBRRES B HE Return on average
shareholders’ funds 24.4% 24.1% 21.9%
M-ZTT=F L£F  K{T5{IfM There was no purchase, sale or redemption of the Bank's listed securities by the Bank

0

WBQRLEEE ok R E A
72 LS -

*ZEE-FIETHT  RAATENEE
BHERERE =5 (153]) [FIFH
H] (BEGHEFENEL %) ME
IT o FIEIRE S50 BEZ Wi 26
[E5tBE] BT »

or any of its subsidiaries during the first half of 2003.

* 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.
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20 EXRER 20 Capital resources management
ERERRERMEEES T Analysis of capital base and risk-weighted assets
—EE=F —EE-F —EE-F
NA=+AH NA=1TH +ZHA=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
BRER Capital base
BF—REXR Tier 1 capital
&N e share capital 9,559 9,559 9,559
o [REHEF e retained profits 19,919 20,533 18,795
o BRMEEIFE * capital redemption reserve 99 99 99
CE * total 29,577 30,191 28,453
BE_REXR Tier 2 capital
o ITHURIREMEBLEFHE * premises and investment properties
revaluation reserves 4,160 5,674 5,153
s REIRZERESMEHE * long-term equity investment
revaluation reserve 459 1,056 705
s EFER—MRER * general provisions 1,101 1,437 1,108
CEl * total 5,720 8,167 6,966
M REGEEFEIRE Unconsolidated investments and
REMER other deductions (1,404) (1,608) (1,376)
BEARE Total capital base after deductions 33,893 36,750 34,043
RERmMEEE Risk-weighted assets
BERBRA On-balance sheet 226,484 224,802 222,758
BERERI Off-balance sheet 14,243 14,058 16,262
BRBRINEEE Total risk-weighted assets 240,727 238,860 239,020
BEMSRREZ ERR Total risk-weighted assets adjusted
MEEE for market risk 241,300 239,200 239,426
BEXRFRELE Capital adequacy ratios
BTG E R A After adjusting for market risk
o F—RL xR . tier 1% 12.3% 12.6% 11.9%
o ML E * total* 14.0% 15.4% 14.2%
RFBRMIZRR Before adjusting for market risk
e E—MRiLE o tier 1 12.3% 12.6% 11.9%
o HLLE * total 14.1% 15.4% 14.2%

Y ERK IR ERGRBEESBEE  *The capital ratios take into account market risks in accordance with the relevant Hong Kong
BrEEHEFMANLEREIES BIETE Monetary Authority quideline under the Supervisory Policy Manual.

g -
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21 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:

¥ELEF FFERER FFEHER
—EE=fF —EZE-F —EE_F
AXAZTH NA=+H +ZA=+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2003 2002 2002
RITRELERITER The Bank and its major
ZEENBAT banking subsidiaries 45.0% 43.4% 45.5%

22 BeREURERR
(F) EXGREKXEEFETEHZ

22 Reconciliation of cash flow statement

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

FHEREHKRE activities
¥ELEF FFEHER
S —FE-F
ARZ+E AA=+A
Half-year Half-year
ended ended
30 June 30 June
2003 2002
el Operating profit 5,617 5,568
FF BUA Net interest income (5,220) (5,453)
B B Dividend income (37) (53)
RIZRER Provisions for bad and doubtful debts 456 281
e Depreciation 171 174
REIRE 2 #H Amortisation of long-term investments 17 (42)
MR % 2 B RS Advances written off net of recoveries (700) (624)
el F1 8 Interest received 5,413 6,736
2#H A Interest paid (1,462) (2,294)
EEESEBAZEERT Operating profit before changes in
working capital 4,255 4,293
Belefgs v Change in cash and short-term funds 889 1,499
—fEAU LR Change in placings with banks
TR # repayable after one month 3,181 (976)
FREZE Change in certificates of deposit 676 (3,374)
REEERGECRBF 2D Change in securities held for dealing purposes 151 958
REERZ# Change in advances to customers (1,365) (2,967)
EEZERABERSRWB AR Change in amounts due from immediate
Rz &8 holding company and fellow subsidiary companies (357) (455)
HEMEEZET) Change in other assets (1,213) (57)
BEEGRCES Change in customer deposit accounts 11,325 (5,286)
BHERES 2 # Change in debt securities in issue (5,935) (747)
REFR2E Change in deposits from banks 1,287 (335)
EBERARRRANZHE QA Change in amounts due to immediate holding
FR2E company and fellow subsidiary companies (858) 845
Hing Bz # Change in other liabilities 3,487 1,759
WBRHREEEREMIERSIER Elimination of exchange differences and other
non-cash items (5,399) (3,985)
EEXTBELEZRS Cash generated from operating activities 10,124 (8,828)
[REC R Taxation paid (11) (68)
REELETHZREAAN/(RE) Net cash inflow/(outflow) from
e operating activities 10,113 (8,896)
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Notes (continued)

22 Reconciliation of cash flow statement (continued)

(Z) B REFELELH#ZE DY (b) Analysis of the balances of cash and cash equivalents
—EF=F e
AXA=+H NA=+H
At 30 June At 30 June
2003 2002
EFRERTFRAZE Cash in hand and balances with banks and
RE A& mgE other financial institutions 4,014 4,244
REEk—EANISHZ Money at call and placings with banks
T BT AR maturing within one month 61,574 82,455
[E % Treasury bills 1,363 2,415
TFE Certificates of deposit 229 398
67,180 89,512

BEHeRBEREREZNHS  UFE
TREHEFEANETLY [HEenEh
EX| 2B -HWBRHBFFEH B N
HERHZEERY KB RERE
KPR REAR R CREFRE
E—AANEBEHGFHA%ES R
HEBEAET=EANEHZESRFX

E3
7z e

The presentation of the consolidated cash flow statements has been regrouped to comply with

the Hong Kong Statement of Standard Accounting Practice 15 (HKSSAP 15) on “Cash Flow
Statement”. The comparative figures have been reclassified to conform with the current

period's presentation. For the purpose of the cash flow statement, cash and cash equivalents

comprise cash and balances with banks maturing within one month, and treasury bills and

certificates of deposit with less than three months' maturity from the date of acquisition.

23 JZEEE RERITEIR
(F) L CEZHELH

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

REBMESE risk-weighted amount
VC‘ontrac} equivalent R/sk—we/ghtéa
amount amount amount
—EFE=FNNA=+H At 30 June 2003
S EEH Contingent liabilities:
E R Guarantees 10,974 10,795 3,650
AE Commitments:
ERERGHEZAERS Documentary credits and short-term
trade-related transactions 7,142 1,429 1,422
FBEZERNEBEREF - EE%EKE  Undrawn formal standby facilities,
H A0 R credit lines and other
commitments to lend:
o —FUT ¢ under one year 64,708 - -
s —FRMNE e one year and over 19,539 9,770 8,444
Hih Other 38 38 38
91,427 11,237 9,904
EEEH Exchange rate contracts:
BIEREHINER 5 Spot and forward foreign exchange 84,812 1,072 264
HEEXRAL Other exchange rate contracts 42,140 379 86
126,952 1,451 350
MEEH Interest rate contracts:
7l % 4= B Interest rate swaps 78,220 1,366 336
HinFEE 4 Other interest rate contracts 13,281 6 3
91,501 1,372 339
HMfTETAEEYW Other derivative contracts 108 4 1
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(F)EHEH FEZHELH

23 Contingent liabilities, commitments and derivatives (continued)

(a) Contract amount, credit equivalent amount and

RERBINELZEE) risk-weighted amount (continued)
SHIEHE Credit : :
Contract equivalent  Risk- We/ghl‘ed
amount amount amount
—EEFNA= At 30 June 2002
S EEH Contingent liabilities:
2R Guarantees 14,635 14,481 4,311
AIE Commitments:
ERABLREHMESRERS Documentary credits and short-term
trade-related transactions 7,470 1,501 1,492
REB 2 EXNERES - EEEKR  Undrawn formal standby facilities,
Hoth U R credit lines and other
commitments to lend:
o —FUT e under one year 65,755 - -
o —ERIFE e one year and over 16,668 8,334 7,656
Hity Other 47 47 47
89,940 9,882 9,195
EEREH Exchange rate contracts:
BIEA iR HHINER Spot and forward foreign exchange 106,446 1,016 248
HMEXRAH Other exchange rate contracts 11,855 168 42
118,301 1,184 290
FEEH Interest rate contracts:
| &1 5 Interest rate swaps 52,200 1,077 261
B FIES 4 Other interest rate contracts 16,550 - -
68,750 1,077 261
HitfT£EITAEH Other derivative contracts 16 - -
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Notes (continued)

23 Contingent liabilities, commitments and derivatives (continued)

(a) Contract amount, credit equivalent amount and
risk-weighted amount (continued)

Credit

Contct  equivalent  Riskeweighted
amount amount amount
A= H At 31 December 2002
Contingent liabilities:
Guarantees 13,864 13,717 4,321
RIE Commitments:
ERBREHEIBERS Documentary credits and short-term
trade-related transactions 6,982 1,400 1,394
KPRz EXERAER Undrawn formal standby facilities,
1= B 88 o E A USRS credit lines and other
commitments to lend:
o —FMUT e under one year 65,110 - -
o —FRIE e one year and over 21,565 10,783 9,840
Hith Other 41 41 41
93,698 12,224 11,275
EEREH Exchange rate contracts:
BNEA R R BRINESZ 5 Spot and forward foreign exchange 73,607 894 251
HiEZREL Other exchange rate contracts 24,104 261 55
97,711 1,155 306
FEEHN Interest rate contracts:
7| & 45 Interest rate swaps 64,443 1,454 357
HEMAEREH Other interest rate contracts 7,969 8 2
72,412 1,462 359
HitT£ETAEHN Other derivative contracts 177 6 1

ERIHEERBERUNR S ZH
EENER FEZAZTERA
RMELE - FEEEZHER
B OREEERRMESELZ
e EeBENREEBRITER
PIMR=BEEARTRL T ZER
MR TRFHEERBELEER
HIRAFIEME - B A B K&
E-ARBRNEEERTEANLZ
—HMBER  MERRHEMOTE
TAGHD ARRNERESETE
BAZAT -

\L

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% to 100% for

contingent liabilities and commitments, and from 0% to 50% for exchange rate,

interest rate and other derivative contracts.
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IEBEHRAEDBREEES
BMeTE: BREEANL  GER
B ERERRUEEEZAE -
pheRBENTERNETFPRHEE
%Z@%ﬁﬁ'&?@%ﬁﬁ%

¥ SREREFPZERTRE
EHAZﬁﬁﬁxﬁaﬁE&ﬁﬁ
mZBR - ARILBEERA AR
ERERMCHY  Bae®EL
BEITEARRG Z2HER -

BEABRRIMINZEB T AR
BSVE - MERBREST 5 LA
TZHE  EZH RHRBEER
5 o

WETAZANESBEBTHE
ERRARIRCRHHE - BL A
RERERHE - WETAZEEMN
FeRNIREBFBRITERIIME
ZZEAEE  BREmEERAR
ATBEZANBEREBEZED
EERRME 2B -

.
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23 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)EEXE (b) Replacement cost
ZEE=F —EE-F —EE-F
NA=+H NA=1H +-—A=1+—H
At 30 June At 30 June At 31 December
2003 2002 2002
EXAEH Exchange rate contracts 738 501 485
FMEEHD Interest rate contracts 1,072 879 1,231
HMTETREEH Other derivative contracts 1 - 1
1,811 1,380 1,717

AHZEERARKRAMBERTEE

BRAFHEZAD (BEEE

Bgza#n) BE - ﬁﬁéi%éﬂ]j’z
EFEIMERFRER 2R -

w

The replacement cost of contracts represents the mark-to-market assets on all
contracts (including non-trading contracts) with a positive value and which have not

been subject to any bilateral netting arrangement.
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Notes (continued)

24 EEAH
(F) EHHEF
BEIMENAEBER RERR
AR o BRBREBERNSTAE
ERNBRERRBECEERMBR
RMBEREIZRENT -
BEAINMTZRAE D  BR
MEEBERN KBRS - EANR
BERDERME A EESEE DK
CERAREMESERM 2 EIR
RASBAINSEBREE 2 HE
KARDE s, ERBERTE - &8
XBFERELEEEYE  RMER
BzHeRmpy [HEtEH] BT
CEEBRARSEBRICEE
BXHA -
BEZEBH»RBAKRER o @
ABTEBRBEATPRER?T
(BEER ERF RBEREMD
EER) REFERE (2ERBE
RE) HERTEHERMRERS
NG ERPCBERREHESRE
ERBE IRk EEBAR
MARPERBERTPRERE -
ERVEXEBAREREREART
BEBNARBITRAGZEE  BE
MBESUARRARBAELECHE
frRmERRIHE EthER
ITZRREERRRES UK
B MERBRRABSHFRE -

24 Segmental analysis

(a) By business segment
Segmental information is presented in respect of business and geographical
segments. 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 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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24 Segmental analysis (continued)

(a) By business segment (continued)

e

Persjr;; %‘g Co;;ora te g( /nte:/:
Financial Commercial  Institutional EfFEH  segment At
Services Banking Banking Other  Elimination Total
¥EREF Half-year ended
ZEE=FERAZTH 30 June 2003
BARE Income and expenses
EH S MA Net interest income 3,186 501 271 901 361 - 5220
HiEZWA Other operating income 1,705 464 105 28 172 - 2674
BEBKA Inter-segment income - - - - 173 (173) -
BEERA Total operating income 4,891 965 376 1,129 706  (173) 7,894
EET Operating expenses* (1,157) (383) (52) (66)  (163) - (1,821)
BEBZH Inter-segment expenses (138) (29) 3) 3) N VE] -
NBEHESI 225 87F Operating profit before provisions 3,59 553 321 1,060 543 - 6,073
RERER Provisions for bad and
doubtful debts (570) n 43 - - - (456)
BREMN Operating profit 3,026 624 364 1,060 543 - 5617
BVETAERRERE Profit on tangible fixed assets and
R long-term investments 12 28 - 40 261 - 34
EfMMEFRE Net deficit on property revaluation - - - - (48) - (48)
FEREEE R B2 R Share of profits of associated
company - - - - 18 - 18
BRBA— MR Ba A Profit on ordinary
activities before tax 3,038 652 364 1,100 774 - 5928
EERF (TRE Operating profit (excluding
BEBERS) inter-segment transactions) 3,164 653 367 1,063 370 - 5617
*BRENE * Including depreciation (63) (11) (1) (1) (95) - (m
ZEE=FRA=1H At 30 June 2003
BEE Total assets 134,547 28,246 67,731 229,219 22,565 - 482,308
Bafk Total liabilities 324132 71354 16948 10,839 17,776 - 441,049
BEARRE Investments in associated
company - - - - 675 - 675
HAERRAX Capital expenditure incurred
during the period 48 10 2 1 23 - 84
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Notes (continued)

24 Segmental analysis (continued)

(FF) EHEF (B) (a) By business segment (continued)
g SR st 5
Personal ; Corporate & Inter-
Financial Commercial  Institutional ~ B1E %% HMEE  segment =)
Services Banking Banking  Treasury  Other Elimination  Total
XERER Half-year ended
—EE-FARAZTA 30 June 2002
BARLH Income and expenses
ARBHA Net interest income 3,334 507 324 863 425 - 5453
AthERMA Other operating income 1,303 426 132 161 190 - 2212
E3ON Inter-segment income - - - - 207 (Q07) -
BEERA Total operating income 4,637 933 456 1,024 822  (207) 7,665
BEIH Operating expenses* (1179 (353) (54)  (61) (169) - (1,816)
ERBX Inter-segment expenses (167) (33) (4) 3) - 207 _
MHREESI 2 EEEF Operating profit before provisions 3,291 547 398 9%0 653 - 5849
RERER Provisions for bad and
doubtful debts (383) 2 82 - 18 - (281)
EERT Operating profit 2,908 549 480 9%0 671 - 5568
BEREEEERRERE Profit on tangible fixed assets and
Rl long-term investments 21 28 - 75 219 - 343
JEMREE & DRl E T Share of profits of associated
companies 45 - - - 22 - 67
BRI — R EB RN Profit on ordinary
activities before tax 2,974 577 480 1,035 912 - 5978
LERN (TR Operating profit (excluding
BEBZS) inter-segment transactions) 3,075 582 484 9%3 464 - 5568
IR E *Including depreciation (60) (an Q) (M (100) - (179
—EE-_FXA=TA At 30 June 2002
BEE Total assets 136,420 24,752 64,673 219,769 25,064 - 470,678
Bak Total liabilities 309,819 66,064 12,772 11,935 26,472 - 427,062
BERARE Investments in associated
companies 368 - - - 683 - 1,051
HAERAY Capital expenditure incurred
during the period 61 9 1 1 20 - 92
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24 Segmental analysis (continued)

(a) By business segment (continued)

Personal

Corporate &

Inter-

Financial Comme;;é/ Institutional ~ FTEFETF EMFHK  segment a4t
Services  Banking Banking  Treasury  Other Elimination  Total
Half-year ended
H=1—H 31 December 2002
BAREH Income and expenses
ERBBA Net interest income 3,249 516 316 868 403 - 5352
HingEmA Other operating income 1,119 455 121 189 186 - 2,070
BEBRA Inter-segment income - - - - 201 (201) -
BEEIRA Total operating income 4,368 971 437 1,057 790  (201) 7422
BRI Operating expenses* (1271)  (450) (57)  (71)  (167) - (2,016)
BERTH Inter-segment expenses (160) (34) @) 3) - 201 -
MGREFESH 2 Operating profit before
BREN provisions 2,937 487 376 983 623 - 5406
RERER Provisions for bad and
doubtful debts (402) 46 84 - (18) - (290)
EERF Operating profit 2,535 533 460 983 605 - 5116
EREEEERRMEE Profit on tangible fixed assets and
27 long-term investments - - - (30) 148 - 118
EfMMEFRE Net deficit on property revaluation - - - - (36) - (36)
FEREEE DB H Share of profits of
associated companies 43 - - - 23 - 66
BREIAI — R EBEFI Profit on ordinary activities
before tax 2,578 533 460 953 740 - 5264
EERF (TRE Operating profit (excluding
BEBZS) inter-segment transactions) 2,695 567 464 986 404 - 5116
BENE *Including depreciation (65) (an M (1) (100) - (178
—EE-F+-F=+—H At 31 December 2002
REE Total assets 137,762 25,937 64,783 222,879 23,293 - 474,654
BafR Total liabilities 317,076 70,538 11,746 8,360 23,405 - 431,125
BEARRE Investments in associated
companies - - - - 672 - 672
HAERRAX Capital expenditure incurred
during the period 59 12 3 1 28 - 103
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24 BEDW (B) 24 Segmental analysis (continued)
(Z) WEEE 7 E (b) By geographical region

WEERE S B o hiRM BT The geographical regions in this analysis are classified by the location of the principal
FEH

CETELEEMBIIRRTA
H¥ESEHERBEETHDTEAE  location of the branches responsible for reporting the results or advancing the funds.

HE 7D

R  operations of the subsidiary companies or, in the case of the Bank itself, by the

$FEEHEZ FFERER FFRER
—EE=F —EE-F —EE-F
ANAE=TH ~NA=+H +=ZA=+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2003 2002 2002
% % %
BEZIA Total operating income
(EMBRFIEZH) (net of interest expense)
B Hong Kong 7,196 91 6,794 89 6,499 88
EM Americas 661 8 835 11 886 12
Hity Other 37 1 36 - 37 -
7,894 100 7,665 100 7,422 100
BRBUAT —REBEF Profit on ordinary
activities before tax
&HE Hong Kong 5,238 88 5,105 85 4369 83
EM Americas 648 11 833 14 866 16
2ty Other 2 1 40 1 29 1
5,928 100 5,978 100 5,264 100
HREXRHEX Capital expenditure
incurred during
the period
B Hong Kong 78 93 91 99 96 93
EM Americas - - - - 1 1
Hity Other 6 7 T 6 6
84 100 92 100 103 100
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24 Segmental analysis (continued)

(b) By geographical region (continued)

—EE=fF ZETF ZETZF
AA=+A AA=+A +ZA=+-H
At 30 June At 30 June At 31 December
2003 2002 2002
% % %
BEE Total assets
B Hong Kong 408,425 85 360,773 77 394,165 83
EM Americas 65,882 14 103,615 22 72,359 15
HAth Other 8,001 1 6,290 1 8130 2
482,308 100 470,678 100 474,654 100
BEE Total liabilities
B Hong Kong 426,991 97 413,662 97 416,388 97
EM Americas 9,718 2 9,352 2 9,444 2
HAth Other 4340 1 4,048 1 5293 1
441,049 100 427,062 100 431,125 100
R EEERAE Contingent liabilities and
commitments
58 Hong Kong 106,429 99 103,923 99 106,470 99
EQ Americas - - - - - -
HAth Other 1,092 1 652 1 1,092 1
107,521 100 104,575 100 107,562 100
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Notes (continued)

25 BEERE
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25 Cross border claims

Cross border claims include receivables and loans and advances, balances due from
banks and holdings of certificates of deposit, bills, promissory notes, commercial
paper and other negotiable debt instruments and also include accrued interest and
overdue interest on these assets. Claims are classified according to the location of
the counterparties after taking into account the transfer of risk. For a claim
guaranteed by a party situated in a country different from the counterparty, the risk
will be transferred to the country of the guarantor. For a claim on the branch of a
bank or other financial institution, the risk will be transferred to the country where
its head office is situated. Claims on individual countries or areas, after risk transfer,

amounting to 10% or more of the aggregate cross border claims are shown as

TERE  ERRBEBZZIBTL follows:
EREBE 2 ETAERRE o @5 E
Rk B R EREBRGEEH
BRELBEAIZTHIN L2 ERA
BT
Banks & Other Pub//i
Financial Sector Hih =X
Institutions Entities Other Total
—EE=FAA=T1H At 30 June 2003
TEERBER Asia-Pacific excluding
MNEARE Hong Kong
o M * Australia 19,793 151 1,304 21,248
o Hith * other 21,832 804 3,238 25,874
41,625 955 4,542 47,122
EY The Americas
s MEKXR e Canada 16,608 8,945 264 25,817
o Hith * other 8,873 6,524 8,169 23,566
25,481 15,469 8,433 49,383
A Western Europe
o fEE e Germany 20,595 1,069 402 22,066
o HE * United Kingdom 22,395 16 3,551 25,962
o HAth e other 46,022 2,071 3,531 51,624
89,012 3,156 7,484 99,652
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25 Cross border claims (continued)

Banks & Other

Public

Financial Sector H H
Institutions Entities Other Total
—EE-FNA=FHA At 30 June 2002
TEEEBER Asia-Pacific excluding
ME AR Hong Kong
o BN e Australia 16,875 480 2,159 19,514
o HAi e other 28,714 954 3,269 32,937
45,589 1,434 5,428 52,451
ES) The Americas
N e Canada 14,311 5,590 150 20,051
o Hif e other 6,969 4,859 6,969 18,797
21,280 10,449 7,119 38,848
[ Western Europe
o (B e Germany 26,277 1,209 120 27,606
o * United Kingdom 21,595 83 2,624 24,302
o Hif e other 50,056 1,675 2,535 54,266
97,928 2,967 5,279 106,174
—EEFf A=+ At 31 December 2002
TEEEBER Asia-Pacific excluding
MEAR Hong Kong
o SR e Australia 19,259 2,819 2,265 24,343
o Eftp e other 24,228 841 3,175 28,244
43,487 3,660 5,440 52,587
ES) The Americas
N e Canada 11,105 7,699 440 19,244
o HAi e other 6,136 4,557 7,199 17,892
17,241 12,256 7,639 37,136
A Western Europe
o fEE e Germany 21,349 1,312 548 23,209
o HE ¢ United Kingdom 22,623 - 4,051 26,674
o HAi e other 47,654 2,557 2,810 53,021
91,626 3,869 7,409 102,904
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26 Accounting policies
This interim report has been prepared on a basis consistent with the accounting

policies adopted in the 2002 financial statements except for the following.

Income Tax

In prior years, deferred tax liabilities were provided for using the liability method in
respect of the taxation effect arising from all material timing differences between the
accounting and tax treatment of income and expenditure, which were expected with
reasonable probability to crystallise in the foreseeable future. Deferred tax assets
were not recognised unless their realisation was assured beyond reasonable doubt.
With effect from 1 January 2003, Hang Seng has changed its policy for deferred tax
in order to comply with Hong Kong Statement of Standard Accounting Practice 12
(revised) (HKSSAP 12) on
Accountants. Details of the new policy are set out in the note 6 “Taxation” on page
20.

The major components of deferred tax assets and liabilities recorded in the

“Income Taxes” issued by the Hong Kong Society of

consolidated balance sheet, and the movements during the first half of 2003

showing the impact of the adoption of HKSSAP 12, are as follows:

FLE¥ERTRENEBSTERE
AIE+ZSRiEc28HmT
Deprecia t/'o; ZE
allowances  Revaluation
in excess of properties R E
of related and General H it =318
depreciation equities  provisions Other Total
—EE=F— At 1 January 2003 20 685 (177) 34 562
S f)TEﬁTE% Charged/(credited) to
profit and loss account
o REMBAREHER * without adopting
ERNE+ 5% HKSSAP 12 - - - 37 37
e RMBBSHERERE T % o adopting HKSSAP 12 5 (10) (16) (1) (32)
EAHREER Credited to reserves - (1) - - (21)
—ET=FXA=+H At 30 June 2003 25 654 (193) 60 546
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26 Accounting policies (continued)

The balances of deferred tax assets and deferred tax liabilities in the consolidated

balance sheet at 30 June 2003 were HK$55 million and HK$601 million respectively
(HK$73 million and HK$635 million respectively at 31 December 2002).

The adoption of HKSSAP 12 represents a change in accounting policy which has

been applied retrospectively. The change in accounting policy has been reflected by

way of a prior period adjustment and the comparative figures for 2002 have been

restated to conform with the current period’s presentation accordingly.

HEBREER Consolidated Profit and Loss Account
FFEHESR FFELHEE
—EE_F —EE_F
NA=1H +-HA=+—H
Half-year ended Half-year ended
30 June 31 December
2002 2002

—REKRF2FE Tax on profit on ordinary activities

o RIBBEEHEHEIT * as previously reported (758) (508)
o RMEEEHELRENSE T =% e adoption of HKSSAP 12 3 (44)
o IREBEFEHBURSIR * 3s restated (755) (552)
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Notes (continued)

Consolidated Balance Sheet

26 Accounting policies (continued)

& 1 =

Pren‘ws‘es an;/ L;ng—ter;j
investment equity
properties  investment Deferred Deferred
Retained  revaluation revaluation tax tax
profits reserves reserve assets liabilities
—EE-F+=ZA=+-H 31 December 2002
REBEBTSTHEIIR As previously reported 19,242 7,324 1,031 21 104
KMNBAGHERLENE TR Adoption of HKSSAP 12 198 (657) (20) 52 531
BEF G REIR As restated 19,440 6,667 1,011 73 635
—EE_F#5xHA=*H 30 June 2002
REBESTHRIT As previously reported 20,756 8,069 1,651 34 -
RNBRSHERLENE TR Adoption of HKSSAP 12 249 (750) (32) 72 605
BB & IRESIT As restated 21,005 7,319 1,619 106 605
“EE-5+=-HA=+—H 31 December 2001
BEBBEGHEEITR As previously reported 19,499 8,119 2,323 34 -
RMBEAGHEBLENET R Adoption of HKSSAP 12 254 (766) (49) 77 638
BEREHERRIR As restated 19,753 7,353 2,274 111 638

27 LtEBEF

BOUBRFEEF A - UHA

=R RERG

27 Comparative figures

Certain comparative figures have been reclassified to conform with the current

period’s presentation.
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28 Property revaluation

A revaluation of Hang Seng’s premises and investment properties in the Hong Kong
SAR was performed in June 2003 to reflect property market movements in the first
half of 2003. The valuation was conducted by Chesterton Petty Limited, an
independent professional valuer, and carried out by qualified valuers who are
members of the Hong Kong Institute of Surveyors. The basis of valuation of premises
was open market value for existing use. The basis of the valuation for investment
properties was open market value. Of the total revaluation deficit of HK$768 million
arising from the June revaluation, HK$720 million was accounted for as a reduction
in property revaluation reserves while the balance of HK$48 million, representing the
reduction in value below the original acquisition cost (less depreciation) of bank

premises was charged to the profit and loss account for the first half of 2003.
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29 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.
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Notes (continued)

29 Market risk (continued)

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% 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.

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.

Hang Seng's VAR for all interest rate risk and foreign exchange risk positions and
on individual risk portfolios during the first halves of 2003 and 2002 are shown in

the tables below.

P REBEE VAR
B BR B
RIEHE REHE FiEE
ZEE=F Minimum Maximum Average
~NA=tH during during for
At 30 June the the the
2003 period period period
FIBEFNERERZBRFR VAR for all interest rate risk
ZHERBEE and foreign exchange risk 409 187 409 276
EXZERBEZSREREE VAR for foreign exchange risk
(EE) (trading) 3 2 4 3
MEzEBRFEEZFREREE VAR for interest rate risk
e BF * trading 8 1 1 4
o 25t e accrual 402 187 402 275
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29 Market risk (continued)

R EREE VAR
EE_F /\4//7/'2);(//77 Maximum Average
~NH H during during for
At 30 June the the the
2002 period period period
FRENEREXZ BREEE VAR for all interest rate risk
2P RkEBREE and foreign exchange risk 285 194 442 297
EXzRRFBE 2P REREE VAR for foreign exchange risk
(EE) (trading) 4 3 5 4
ME2 EEEE 2y RERKE VAR for interest rate risk
« BT e trading 2 - 8 2
o R5t e accrual 284 192 441 296

R-_BT=-FL¥F AmH
R MEXHESRFHRA (£
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The average daily revenue earned from market risk-related treasury activities for
the first half of 2003, including accrual book net interest income and funding related
to dealing positions, was HK$8 million (HK$8 million for the first half of 2002). The
standard deviation of these daily revenues was HK$4 million (HK$4 million for the
first half of 2002). No loss was recorded out of 121 trading days in the first half of
2003. The most frequent result was a daily revenue of between HK$6 million and
HK$10 million, with 103 occurrences. The highest daily revenue was HK$29 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. The average one-day
foreign exchange profit for the first half of 2003 was HK$2 million (HK$2 million for
the first half of 2002).

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
average daily revenue earned from treasury-related interest rate activities for the first
half of 2003 was HK$6 million (HK$6 million for the first half of 2002).
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30 MERE 30 Foreign currency positions
MNERMBBEREE - FEE K4 Foreign currency exposures include those arising from dealing, non-dealing and

BHABMES - R-TZT =%, structural positions. At 30 June 2003, the US dollar was the only currency in which
A=+8 B4XRA=1kEEME Hang Seng had a non-structural foreign currency position which exceeded 10% of
SNER R MG REINEEAREE the total net position in all foreign currencies.

BOZTHRE-

—EE=F —EE-F —EE-F
NA=+H NA=+H +=—A=+—H
At 30 June At 30 June At 31 December
2003 2002 2002
ENEBTERERE US dollar non-structural position
REAE Spot assets 158,081 238,064 173,129
RE&E Spot liabilities (149,899) (210,627) (156,175)
BEHEA Forward purchases 44,594 44,644 35,222
RHEN Forward sales (41,066) (63,634) (39,974)
RS Net options positions - - -
BAEEERIERSRFHE Net long non-structural position 11,710 8,447 12,202
RZEE=FRB=+H 1B4£2Z At30June 2003, Hang Seng's major structural foreign currency positions were US
HEMIIMNERBEZEAEZTLMAR dollar and Renminbi.
—ELTF —EE-F
~NA=Z+A +ZA=+—A
IhABAEIE 1+ 1hABAS 1R 1
FEBILE JFERRILE JFERRILE
At 30 June At 30 June At 31 December
2003 2002 2002
% of % of % of
total net total net total net
structural structural structural
position position position
EEERR Structural position
e US dollar 887 857 792 843 792 842
AR Renminbi 95 9.2 95 10.1 95 10.1
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31 Material related-party transactions

(a) Immediate holding company and fellow subsidiary companies

During the first half of 2003, 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 participated, in its ordinary course of business, in certain structured
finance deals arranged by its immediate holding company.

Hang Seng used the IT and shared an automated teller machine network with its
immediate holding company and used certain processing services of a fellow
subsidiary 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:

Hi ik 2 Income and expenses for the period
FELES FFHER FFHER
ZEE=F —EE-F —EE-F
AA=+A AA=+H +=A=+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2003 2002 2002
FEMA Interest income 96 126 137
FlEX Interest expense 5 9 6
Hth & WA Other operating income 39 38 40
BELH Operating expenses 296 276 294
HIR &k Balances at the period-end
—EE=F —EEF ZEFE-F
NA=+H NA=1+H +=ZA=1+—H
At 30 June At 30 June At 31 December
2003 2002 2002
BRI Total amount due from 7,596 10,425 7,471
BIER Total amount due to 757 1,896 1,615
BEABRMINZEENEE Total contract sum of
off-balance sheet transactions 33,172 28,664 25,558

s
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Notes (continued)

31 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 2003 was HK$217 million (HK$208 million at 30 June 2002
and 31 December 2002). Prior to Hang Seng Life Limited (HSLL) becoming a
subsidiary (formerly an associated company) of the Bank in November 2002, the
agency commission for the marketing of life insurance products paid by HSLL to the
Bank amounted to HK$142 million and HK$113 million for the first and second
halves of 2002 respectively.

() REFZER 4 7] (c) Ultimate holding company

RZZET=F ¥ % BA{THLK During the first half of 2003, no transaction was conducted with the Bank’s ultimate
ERARNEETEMNZS (= holding company (same as 2002).

ZTZFMEA) o

(T)EETHAE (d) Key management personnel

RZFEZT=FL¥F BEERE During the first half of 2003, no material transaction was conducted with key
ERARZEETRAEBNEEM management personnel of Hang Seng and its holding companies and parties related
BATUTEEARS (HE-FZT = tothem (same as 2002).

E£HE) -
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The information in this interim report is unaudited and does not constitute statutory
accounts.

The statutory accounts for the year ended 31 December 2002 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 3 March 2003. The Annual Report and Accounts for the year ended 31
December 2002, 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 http://www.hangseng.com.

33 BRERLT

BEBTAESHERERAAME
BEAS 2 A+ 8— s i
BAA -

58

33 Ultimate holding company
Hang Seng Bank is an indirectly-held, 62.14%-owned subsidiary of HSBC Holdings

plc.



