Notes to the Interim Financial Report
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The interim financial report has been prepared in accordance with
the requirements of the Main Board Listing Rules of The Stock
Exchange of Hong Kong Limited (the ‘Stock Exchange’), and complies
with Statement of Standard Accounting Practice ('SSAP’) 25 ‘Interim
Financial Reporting” issued by the Hong Kong Society of Accountants
(the "HKSA).

The interim financial report is unaudited, but has been reviewed by
KPMG in accordance with Statement of Auditing Standards 700
‘Engagements to Review Interim Financial Reports’, issued by the
HKSA. KPMG's Independent Review Report to the Board of Directors
is included on page 49.

The financial information relating to the financial year ended 31
December 2003 included in the interim financial report does not
constitute the Company’s statutory financial statements for that
financial year but is derived from those financial statements. Statutory
financial statements for the year ended 31 December 2003 are
available from the Company’s registered office. The external auditors
expressed an unqualified opinion on those financial statements in
their report dated 18 March 2004.

The interim financial report is prepared on a basis consistent with
the accounting policies adopted by the Group in the 2003 statutory
financial statements.

On 18 March 2004, the Company entered into a Sale and Purchase
Agreement with CITIC Group (formerly known as China International
Trust and Investment Corporation), the ultimate holding company
of the Company, in connection with the purchase by the Company
of the total issued share capital in True Worth Investments Limited
(‘True Worth’) and the assignment to the Company of all shareholder’s
loans owing by True Worth to CITIC Group (‘Acquisition’). True Worth
is a holding company for 25% of the total issued share capital in
CITIC Capital Markets Holdings Limited (‘{CCMH’). Before the
Acquisition, the Company held indirectly 25% of the total issued
share capital in CCMH via Dramatic Year Limited (‘Dramatic’).
Following completion of the Acquisition, the Group owns 50% in
aggregate of the total issued share capital of CCMH. The
consideration paid by the Company for the Acquisition was
$500,000,000 satisfied in cash.

During the period, Dramatic and True Worth, two wholly-owned
subsidiaries of the Company each holding 25% interest in CCMH,
subscribed for 2,000,000 new shares of $1.00 each of CCMH,
totaling 4,000,000 shares, at the subscription price of $62.50 per
share. The aggregate subscription amount paid by Dramatic and
True Worth was $250,000,000.
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Notes to the Interim Financial Report
Unaudited (cont’d)

(2) Segmental information

(a)

By geographical area

r5E
The Group
BEAAZTRHLEAREA

Six months ended 30 June

“ZEME —TE=F “ZEME —TE=F
Wi/ i/ ‘BEWA/ mEWA

(&#8) * (B#E) * (&#8) (BE)

2004 2003 2004 2003

Operating Operating
Profit/(loss)* Profit/(loss)* income/(loss) income/(|oss)
BETR BETT BETR BETT

HK$’000 HK$'000 HK$'000 HK$'000

BB Hong Kong 514,707 366,415 997,762 985,599
H Mainland China (6,724) (1,727) (1,597) -
xH USA 5,912 6,056 21,036 22,860
" EEAEIEE Less: Inter-segment eliminations - = (663) (1,346)
513,895 370,744 1,016,538 1,007,113

* EEEBNTAEN,(EE)
REBBEER,(EIB) B T FrbH
BNTEF22,374,0007T (ZZEE=4F :
63,268,0007T) ©
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ETREREMERTE

B IR AR EE
DEBEVEIIAR o

SEEIMEER RS

(b)

* Profit/(loss) from ordinary activities before taxation

Profit/(loss) from Hong Kong included share of profits of associates
amounting to $22,374,000 (2003: $63,268,000).

The above geographical analysis is classified by the location of the
principal operations of the subsidiaries or branches of its subsidiaries.

By business segment
The Group is principally engaged in the provision of banking and
related financial services. The Group comprises the following main

business segments:

Commercial banking It mainly comprises banking business, which

business:

Asset management:

Investment banking:

Unallocated:

includes retail banking, corporate banking and
treasury activities.

It mainly comprises direct investment and
distressed assets management.

It mainly comprises merchant banking, fund
management and securities brokerage and
dealing.

[t mainly comprises the premises and any items
which cannot be reasonably allocated to
specific business segments.
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FaEEZ (&) Unaudited (cont'd)
(2) DEBEXR (&) (2) Segmental information (cont’d)
(b) ®REKED (#) (b) By business segment (cont’d)
AEE
The Group

BZXA=THILAEAR

Six months ended 30 June

—gEms  —S3=F  —®ENF  —2%=%
2004 2003 2004 2003
WA/OBR) * ORA/(BIR) + mEWA | SEMA
Operating Operating
Profit/(loss)* Profit/(loss)* income income
58§ 55/
Restated Restated
BETT BT BYTT BT
HK$'000 HK$'000 HK$'000 HK$'000
EES: Commercial banking 504,744 379,674 999,214 986,628
BEERE Asset management 12,003 4,905 4,238 19,851
RERIT Investment banking 39,845 22,900 - -
ROBC Unallocated (42,697) (36,735) 13,086 634
513,895 370,744 1,016,538 1,007,113
* EREBOB AR (&) *  Profit/(loss) from ordinary activities before taxation
REAMERTRIEERTHGF (& Profit/(loss) from commercial banking and investment banking
B) 2R BETGE SRR EIE included share of losses of associates amounting to $17,471,000
17,471,0007T & 139,845,0007T (=& and profits of $39,845,000 respectively (2003: share of profits of
Z =4 : )5 A 40,368,0007T 522,900,000 $40,368,000 and $22,900,000).
7T) e
ERERR EMEBY TR EAREEA Management considered the above reportable segments better reflect
EAsis R EIER T%&EWQBHMXQHE’J/E the Group's internal organisational and management structure and
o FELAEHAA - TERITER - DER its system of internal financial reporting. In prior periods, retail
ﬂ%f“&ﬁﬁé{%ﬁfﬂ?ﬁi%ﬁ”* banking, wholesale banking and treasury were separately disclosed
™ MEEBRAUBSSECERITER as reportable segments and asset management was grouped under
A o LRETFERMFEAMEREBEZEREK wholesale banking. The comparative figures of segmental
i {E AR o information have been restated to conform with current period'’s

presentation.
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Notes to the Interim Financial Report

Unaudited (cont’d)

(3) Operating profit
The operating profit for the period is stated after taking account of
the following:

(a) Interest income

EE
The Group

BEAA=+THILEAEA

Six months ended 30 June

—sEmE —zz=%
2004 2003
BT T BT T
HK$'000 HK$'000
BHHBUWA Interest income on securities 446,057 456,327
HAbF S MA Other interest income 655,962 867,634
1,102,019 1,323,961
(b) Hth&&UWA (b) Other operating income
rEE
The Group

BEAA=+HILEAEA

Six months ended 30 June

—sEmE —zz=%
2004 2003
BT T BT T
HK$’000 HK$'000
H bz Other revenue
KREFELETHE Dividend income from unlisted
OSSN PN investments 6,338 5,256
S WA Rental income less outgoings
1,730,0007¢ of $1,730,000 (2003: $2,761,000)
(ZZE=F
2,761,0007T) 5,970 6,973
12,308 12,229
H R A Other net income
HihFEHIREF Net (loss)/gain on other investments
(E518),/ &7 in securities (30,472) 32,629
SNEE B A Net gain arising from dealing in
foreign currencies 31,019 21,956
HihEEEKH Net gain/(loss) arising from other
A (Bt dealing activities 3,727 (6,032
HAt Others 19,561 6,848
23,835 55,401
b Total 36,143 67,630

REEEERERERAA |

TERENEERHES
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FaEEZ (&) Unaudited (cont’d)

—sEnE
2004
BT
HK$’000

266,058
17,835

16,362
50,774
34,709

1,829
15,991
30,168

24,286
7,352
30,553

495,917
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FiEEFEZ (&) Unaudited (cont'd)
(4) 1A (4) Income tax
e WEmR AT RIS Taxation on the consolidated income statement represents:
rEE
The Group
BEARA=THLAEA
Six months ended 30 June
—gEnE —zE=%
2004 2003
BT T BT
HK$'000 HK$'000
AHEBIE —BE Current tax - Provision
FEHERE for Hong Kong Profits Tax
HANTRIE Tax for the period 82,489 45,928
BEFEDIE Over-provision in respect
AEF R O] of prior years - (1,423)
82,489 44,505
AHEABIE — g HMBLIR Current tax - Overseas
BN HIE Tax for the period 788 947
BEFETIE Over-provision in respect
A1 [E] of prior years (2,268) =
(1.480) 947
EERIE Deferred tax
MEE 2 ERM Origination and reversal
ZH o8 of temporary differences 6,546 19,943
3 N 2= R Effect of increase in tax rate
T =F—H on deferred tax balances
— BRIRETIE at 1 January 2003
B - (7,319)
6,546 12,624
Frib B N B H1E Share of associates’ taxation 3,572 5,715
HEEE Total income tax expense 91,127 63,791
B AT ESRA AN IERER TR IE The provision for Hong Kong Profits Tax is calculated at 17.5% (2003:
$R$1 7.5% (ZZZT=%F :17.5%) & 17.5%) of the estimated assessable profits for the period. Taxation
B o BN ITRITB ARSI - BIRR for branches and subsidiaries outside Hong Kong is charged at the
H R TR AR 1T R T I8 appropriate current rates of taxation ruling in the relevant countries.
A o

14 HEARSRIERERAT | —TTNEEGHBE



F

KA

HQ\ \

ERR 15 & P =k
£

(%)

NS

(5) FRHIRE

R-BEMEAA=+E%  EERTH
BT AIRE - TR SR
SR R -

Notes to the Interim Financial Report
Unaudited (cont’d)

(5)

Interim dividends
The following dividends were declared by the Board of Directors
after 30 June 2004 and have not been provided for in the interim

financial report.

EE
The Group
BEAA=Z+THLEREAR

Six months ended 30 June

—EENE —EET=F
2004 2003
BT T BT
HK$°000 HK$'000
TR EARR B A% 6.611L Interim dividends declared of $0.066
—EET=F : 3{) (2003: $0.03) per share 210,756 95,432

(6) EANEFZAAF

(a)

HE_ZETNFAA=THILEAEAN
BRERNAF R IZ R KR EEGRF
423,138,000 (=ZEE=4F :
306,953,0007T) K&HAAE 2175 @AY
DN 5£03,190,812,579 Bk (ZZTZT=
4 :3,068,479,114 %) =& -

HE—ZTNNFNA=THIt/NERNE
Hﬁ&%&%ﬂﬁﬁﬂ«ﬂﬁsﬁﬁxﬁﬁ eyl
424,881,000 (ZZTEZT=4F :
306,953,0007T) &Tfﬁﬁﬁ@ﬁﬁ&%ék
R EIELARENER MM%E%’J%(
3,520,548,969/% (=TT =4 :
3,069,671,310 i%) & -

(6)
(a)

Basic and diluted earnings per share

The calculation of basic earnings per share for the six months ended
30 June 2004 is based on profit attributable to shareholders of
$423,138,000 (2003: $306,953,000) and on the weighted average
of 3,190,812,579 (2003: 3,068,479,114) ordinary shares in issue
during the period.

The calculation of diluted earnings per share for the six months ended
30 June 2004 is based on adjusted profit attributable to shareholders
of $424,881,000 (2003: $306,953,000) and on the weighted average
of 3,520,548,969 (2003: 3,069,671,310) ordinary shares after
adjusting for the effects of all dilutive potential ordinary shares.
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FaEEZ (&) Unaudited (cont’d)
(7) RENBHES (7) Cash and short-term funds
rEE
The Group
—sEmE —zz=4
~B=+H +=A=+-~
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$’000 HK$'000
He RRIRTT R H Al Cash and balances with banks
ERMBIET R AT and other financial institutions 1,155,276 497,995
BNHEA K2 55 B 38 2017 3¢ Money at call and short notice 4,947,643 7,013,648
6,102,919 7,511,643
BVER K2 %2 HA A1F B 48 —1E A A2 HREY Money at call and short notice represents deposits of up to a
ke maximum of one month maturity.
(8) 73k (8) Certificates of deposit
rEE
The Group
—sEmE —zz=4
ANA=1+H +=—A=+—H
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$’000 HK$'000
BEZIHES Held-to-maturity securities
JELT Unlisted 1,647,826 1,678,843
HibigE Other investments
JELT Unlisted 139,758 380,257
1,787,584 2,059,100
TEEBRLREBRAERAR | —ETNEEFHRS
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Notes to the Interim Financial Report
Unaudited (cont’d)

(9) Other investments in securities

rEE
The Group
—EZTMEF ZTT=F
~NA=TH +=A=+—H
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$'000 HK$'000
BEES Debt securities
REB LM Listed in Hong Kong 4,034 1,397
REBAIME[E _ETH Listed outside Hong Kong 316,147 1,523,272
JELT Unlisted 991,701 471,443
1,311,882 1,996,112
= Equity securities
REB L™ Listed in Hong Kong 50,588 37,601
REBAIMEE _ETH Listed outside Hong Kong - 3,340
JELT Unlisted 314,002 262,099
364,590 303,040
BREEE-F LM Investment funds - unlisted 2,676,440 212,454
4,352,912 2,511,606
HBHRERT The issuers of other investments
HEMT in securities are as follows:
R1T R H AL S ik Banks and other financial
institutions 315,256 1,514,774
EANAF] Corporate entities 3,985,270 737,053
NEHRE Public sector entities 52,386 259,779
4,352,912 2,511,606
RSN TE Market value of listed
securities
B H Debt securities 320,181 1,524,669
e Equity securities 50,588 40,941
370,769 1,565,610

CITIC International Financial Holdings Limited | 2004 Interim Report
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FaEEZ (&) Unaudited (cont’d)

—EETWEF
NA=+H
As at
30 June 2004
BETT
HK$'000
40,351,959
(577,453)
(517,755)
39,256,751
40,000

1,559,144

40,855,895

REEEESRERARAR | —TTRNEERERS
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Notes to the Interim Financial Report
Unaudited (cont’d)

(10) Advances to customers and other accounts less
provisions (cont‘d)
(b) Non-performing advances on which interest is being placed in

suspense or on which interest accrual has ceased are as follows:

r5E
The Group

FERREHNAR ERRHE REHRRIES ERE )N

Total amount of loans Market value Specific Amount of

on which interest is of collateral provisions interest

placed in suspense held made suspense

BETT BT BT BT

HK$'000 %* HK$'000 HK$'000 HK$'000
R-ZEMF As at

~A=1H 30 June 2004 2,143,199 5.31 1,752,178 535,919 388,500
R-FF=F As at

+—RA=+—H 31 December 2003 2,616,208 6.51 2,018,580 657,620 389,638

RZZBZWNFEASA=TAERZZTET=F
ZA=+—H  AEBWEFNSZALR
BRIESNE 2 LR B IRTT R E b & Bl E
B INEE A ERERREZM AR
R R o

REsZARBRTNERREERR  OR
BT IS -

* Based on total advances to customers

There were no advances to banks and other financial institutions in
the Group on which interest is being placed in suspense or on which
interest accrual has ceased as at 30 June 2004 and 31 December
2003, nor were there any specific provisions made for them on these

two days.

The specific provisions were made after taking into account the value

of collateral in respect of such advances.

CITIC International Financial Holdings Limited | 2004 Interim Report
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Notes to the Interim Financial Report

Unaudited (cont’d)

(1) HE R HEFRKEESH (11) Held-to-maturity securities and investment
securities
rEE
The Group
—EZMEF ZET=F
~A=1A +=A=+-*H
As at As at
30 June 2004 31 December 2003
BET T BT T
HK$'000 HK$'000
BEZIHES Held-to-maturity securities
RBEAL™M Listed in Hong Kong 1,275,554 1,202,690
REBAIMEE _ETH Listed outside Hong Kong 7,477,096 8,294,091
8,752,650 9,496,781
JELT Unlisted 13,845,781 12,971,704
22,598,431 22,468,485
HEEE Provision for diminution
in value
HE 2 HEH Held-to-maturity securities (53,676) (54,292)
22,544,755 22,414,193
BREZS Investment securities - debt
—EXKES securities
LT Unlisted 15,932 15,932
RERS Investment securities - equity
-BRE securities
LT Unlisted 24,047 24,051
22,584,734 22,454,176
BEESFRRENET The issuers of debt securities and
HEMT equity securities are as follows:
FR R U B R SR ERTT Central governments and
central banks 1,055,775 1,190,249
R1T R H AL S ks Banks and other financial
institutions 12,737,666 12,962,613
SEANAT] Corporate entities 8,128,262 7,980,893
NERE Public sector entities 704,775 362,781
HAtb Others 11,932 11,932
22,638,410 22,508,468
EHRESETE Market value of listed
securities
BIEE S Debt securities 9,346,964 10,322,551
TEEBRLREBRAERAR | —ETNEEFHRS
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FaEEZ (&) Unaudited (cont’d)

—EEME
NA=+H
As at

30 June 2004
BETT
HK$'000

9,877,834
10,619,422
36,261,100

56,758,356
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FaEEZ (&) Unaudited (cont’d)

=Rk
BEE ZEANE —EhE
HEEE HREE E-F BRE BENE BIHEE
3 months 1 year 5 years
Repayable or less but or less or less
on not repayable but over but over After
demand  ondemand 3 months 1 year 5 years Undated Total
e L L L e BETRT BETRT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

1155276 4,947,643 6,102,919

151,438 22,801 - 174,239
174,818 12,729 - 187,547
369,968 59933 1,357,683 1,781,584

33,800 6,606 1,262,473 4,925 4,078 1,311,882
3,769,088 4,597,476 16,612,420 11,060,281  1,535331 40,351,959

40,000 40,000

1421654 4,677,602 10,821,256 5,596,584 22,614,363

3,932,639 10,868,409 9,377,147  30,0935832 16,661,790 1,636,676 72,570,493

112,680 3,542,257 93,5% 3,748,533
20,497,256 34,605,960 1,391,523 263,617 56,758,356

149,990 1,074,841 3,282,988 - 4,507,819
- - 1,403,936 - 1,403,936

20,609,936 38,298,207 2,559,960 4,950,541 - 66,418,644

EERERERARAR | —TENEERHERS
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RaEEEZ (B) Unaudited (cont'd)
(13) ZIEAR AT (&) (13) Maturity profile (cont'd)
A5E
The Group
=@AR
B&E =AML —FNE
IR ER HEsEE 4 ERE RENE EHRRE a%E
3 months 1 year 5 years
Repayable or less but or less or less
on  not repayable but over but over After
demand on demand 3 months 1 year 5 years Undated Total
BETT BETT BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
b3 %3 As at 31 December 2003
t=A=t-H
EE Assets
ReREHEe Cash and short-term funds 497,995 7,013,648 - - - - 7511643

—{HRAAEIER Placements with banks and
RTREM SR other financial institutions

BT maturing after one month - 646,373 - = = = 646,373
B95E Trade bills 6,517 368,950 81,593 - - - 457,060
FiE Certificates of deposit - - 593,869 1,465,231 - - 2,059,100
HiBARE Other investments in securities

- EBES - debt securities - 155,182 40,706 1,504,331 291,979 3914 1,99,112
KPR Advances to customers 1,969,410 4,317,032 4,693,187 15,364,994 11,848,124 1,993,426 40,186,173
ROREMER Advances to banks and

R other financial institutions = = = 40,000 = = 40,000
FEEIEES Held-to-maturity securities and

RIEES investment securities

- EBES - debt securities - 271,480 2,981,852 13,320,250 5,813,968 96,867 22,484,417

2,473,922 12,772,665 8391207 31,694,806 17,954,071 2,094,207 75,380,878

8 Liabilities
RITREM SR Deposits and balances
KEERRER of banks and other

financial institutions 567,191 2,725,862 193,026 - - - 3,486,079
XEER Deposits from customers 21,168,113 34,150,134 1,384,702 144,657 = - 56,847,606
BETENE Certificates of deposit
issued - 1,060,709 649,876 3,000,590 = - 471,175
BE{TAERES*  Convertible bonds issued* - - - 1,397,364 = - 1,397,364
21735304 37,936,705 2,227,604 4,542,611 = - 66,442,224
* F|H R RIRTEHERFE ANTTERER o * Maturity based on expected Bondholders’ option.

CITIC International Financial Holdings Limited | 2004 Interim Report 23
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FaEEZ (&) Unaudited (cont’d)

—EEME
NA=+H
As at

30 June 2004
BETT
HK$'000

1,831,406

3,751

1,835,157

REEEESRERARAR | —TTRNEERERS
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Notes to the Interim Financial Report
Unaudited (cont’d)

(14) Reserves (cont'd)

rEE
The Group
—gEnF B
~B=+H +=A=+-~
As at As at
30 June 2004 31 December 2003
BT T BT
HK$’000 HK$'000
(h REEF (f) Retained profits
R—A—H At 1 January 2,676,363
— INADER — As previously reported 2,528,264
— R E EIRLE — Prior year adjustment in
RIB{EH AR respect of deferred taxation (53,066)
— &R — As restated 2,475,198
IKEE B — SFHIAR S Dividends paid in respect of the
previous year (201,138) (394,630)
HERFEEA Transfer from capital reserve - 34,682
REFE T Profit for the period/year 423,138 656,578
RE FEEEIR Dividends declared in respect
RIS 2. of the current period/year - (95,465)
RAA=+R8/ At 30 June/
+—A=+—H 31 December 2,898,363 2,676,363
[ AERE Total reserves 4,849,791 4,621,935
BIRIREE & A A 42 %8 #£405,041,0007T Included in the retained profits is an amount of $405,041,000 (2003:
ZZEET =4 :386,239,000T) AFTIL $386,239,000) being the retained profits attributable to associates.
Bt N EUREE @A o
D RERNERXZERE (RRIEMD) 5 The application of the share premium is governed by section 48B of

48B (FFTEEE o

the Hong Kong Companies Ordinance.

CITIC International Financial Holdings Limited | 2004 Interim Report
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o BB 75 5 P 5 Notes to the Interim Financial Report
£

(&) Unaudited (cont’d)

Off-balance sheet exposures
Contingent liabilities and commitments
The following is a summary of the contractual amounts of each

significant class of contingent liabilities and commitments:

rEE
The Group
—gzEmE RETELS
~HAE=+H +=—A=+—H
As at As at
30 June 2004 31 December 2003
BET T BT T
HK$'000 HK$'000
BEEGEREM Direct credit substitutes 1,132,908 1,096,253
HIE 5B BHY Trade-related contingencies
HIEHE 1,160,055 1,635,365
E M AGE - Other commitments:
—REEAEE1F - with an original maturity of
PATR 2l A 4 under 1 year or which are
& 1RsE unconditionally cancellable 10,185,056 10,387,731
—REEAEE1F - with an original maturity of
A 1 year and over 182,315 734,808
12,660,334 13,854,157

SEEENAERREEERFNIA - 8
hEEARLER  EAXE  RUEEENE
REAEE - B RARERER FERAR PR
HER %/F&EI'\JEEJ—L@*HE] o A - B
RGFERNEERE HEER RS
ESREAGRT ,\T/\X)E'ﬁﬂ o BT EERIE
EEH2BIRREEET PR MR AR
R E) £ FE o NS B8R AT A B BRRE D
ABA - WENS B FRHARRE SR

=
E°

FEERSRERERAA | —ZRNEERHRE

Contingent liabilities and commitments are credit-related instruments
which include acceptance, 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 application, portfolio maintenance and collateral requirements
as for customers applying for loans. The contractual amounts
represent the amounts at risk should the contract be fully drawn
upon and the client default. As the facilities may expire without
being drawn upon, the contract amounts do not represent expected
future cash flows.
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FiEEFEZ (&) Unaudited (cont'd)
(15) EEEERI/INAR (&) (15) Off-balance sheet exposures (contd)
(b) $T&£ET R (b) Derivatives
PTHETARERE ENZHEEREED Derivatives refer to financial contracts whose value depends on the
EHNEEREEEEENABTEHL o value of one or more underlying assets or indices.
NTEAEEEBEETETANEES The following is a summary of the notional amounts of each
BHE significant type of derivatives entered into by the Group:
ArEE
The Group
“EEMEXRA=TA “ET=F+-A=1—H
As at 30 June 2004 As at 31 December 2003
x5 i ok 5 # ]
Trading Hedging Total Trading Hedging Total
BT T BT T BT T BB BT BT
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EZEH Exchange rate contracts
B 5 Forwards 1,557,652 - 1,557,652 1,059,391 - 1,059,391
) Swaps 9,762,326 9,593,194 19,355,520 12,416,034 4,966,108 17,382,142
B A Options purchased 147,152 - 147,152 172,189 = 172,189
il Options written 147,152 - 147,152 142,182 - 142,182
*'J$A$'J Interest rate contracts
BHRSREERS  Forwards and futures 2,589,482 - 2,589,482 2,173,677 - 2,173,677
%ﬁﬁﬂx% Swaps 2,199,499 9,346,637 11,546,136 = 3,060,615 8,992,439 12,053,054
B A Options purchased 1,862,164 - 1,862,164 1,853,448 - 1,853,448
il Options written 2,040,160 - 2,040,160 = 2,031,079 - 2,031,079
RAEH Equity contracts
B A Options purchased - 6,706 6,706 = 12,044 12,044
il Options written - 6,706 6,706 - 12,044 12,044
20,305,587 18,953,243 39,258,830 = 22,908,615 13,982,635 36,891,250
A FBIR S ERAEBIEINE - 2= KRE 5 The above transactions are undertaken by the Group in the foreign
TIHHST - BETAERNZRESFEEETR exchange, interest rate and equity markets. The notional amounts
TR S - WIERRER - of these instruments indicate the volume of transactions outstanding

and do not represent amounts at risk.
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Notes to the Interim Financial Report
Unaudited (cont’d)

(15) Off-balance sheet exposures (cont’d)

(c) The replacement costs and credit risk weighted amounts of the above
off-balance sheet exposures of the Group are as follows. The Group
did not enter into any bilateral netting arrangements during the
period/year and accordingly these amounts are shown on a gross

basis:
FEE
The Group
ZEENEARAZTH —ET=F+-RA=+—H
As at 30 June 2004 As at 31 December 2003
FERR EEER
BEMAK mELE BERAR MESRE
Credit risk Credit risk
Replacement weighted Replacement weighted
cost amount cost amount
BETT BETT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
A BB REE Contingent liabilities and
commitments REA N/A 1,101,291 | NEMA NA 1,414,021
EEEH Exchange rate contracts 59,939 65,181 120,536 71,464
FI=EH Interest rate contracts 316,140 106,257 459,238 133,659
BHEL Equity contracts 65 294 50 599
376,144 1,273,023 579,824 1,619,743

EERAREEEMARMEAEALH
BENSHOKRA Rt ABSFEL N

2/ 428
=

EERRINESRESRERRBES (RIT£
&5 BRAEARTE B RHM R =FTFTE
BF - BURRE 815 — A M SARR K& 2
HEIENR o B B ERAENRERINZES
0%ZE100% 15 @ TEXR « X RHAMLT
ETEA4BIH0%E50% 15 o

FEERSRERERAA | —ZRNEERHRE

The replacement cost represents the cost of replacing all contracts
which have a positive value when marked to market and which have
not been subject to any bilateral netting arrangement.

The credit risk-weighted amount refers to the amount as computed
in accordance with the Third Schedule to the Hong Kong Banking
Ordinance on capital adequacy and depends 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
derivatives contracts.
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RaEEEZ (B) Unaudited (cont’d)
(16) $HE MENREE (16) Assets subject to sale and repurchase transactions
NTEEKEEEHEEE RED : The following assets and liabilities are subject to sale and repurchase

transactions:

rEE
The Group
—sEmE —sE=f
~B=+H +=A=+-~
As at As at
30 June 2004 31 December 2003
BT BT
HK$'000 HK$'000
BRAREZEEH Included in held-to-maturity
BHERIEEES securities and investment
AR securities 2,786,214 2,010,227
B R AT R EAM Included in deposits and balances
‘fﬂﬂﬁ%%ﬁm of banks and other financial
REERRIES institutions 2,942,140 2,196,121
(17) EXFEAER S (17) Material related party transactions
AERN - AEBE A B BEKBREFREE During the period, the Group entered into a number of transactions
BARPEIR A B R B AR A RO A 7 with its ultimate holding company and the ultimate holding
EITTZERS - HPERIBEREE - # company’s subsidiaries, in the ordinary course of its banking business
ZREFRAZEFR - 2HEREER - EX including, inter alia, lending, the acceptance and placement of inter-
IRITRGMINER 5 © BELRFHHERE bank deposits, participation in loan syndicates, correspondent
{EETREEQ//’CLTTX%ME’J*EE@rhi%ﬂ banking transactions and foreign exchange transactions. The
C WERIRHAEAEEAMR S5 RE contracts were priced based on relevant market rates at the time of
fffﬂ’ﬂl%?ﬂﬁﬁ cEERERR BERFE each transaction, and were under the same terms as those available
R IE BRI REUEST © to other counterparties and customers of the Group. In the opinion

of the directors, these transactions were conducted on normal
commercial terms.
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RaEEEZ (B) Unaudited (cont'd)

(17) EXBEAER S (B) (17) Material related party transactions (cont‘d)
REA - BEACRZHBE RN =TT Information relating to income and expense from related party
WENA=THGERAT ¢ transactions during the period and balances outstanding as at 30

June 2004 is set out below:

(@) WA (ZH) (a) Income/(expense)
rEE
The Group
BEAA=1tHILLKEA
Six months ended 30 June
—EENF —TT=F
2004 2003
BT T BT IT
HK$’000 HK$'000
AEWA Interest income 4,669 3,227
AMELZH Interest expense (7,820) (17,188)
HAnA Other income 12,366 3,170
Ef Other expense (1,048) (500)
8,167 (11,291)
(b) BARERADF (b) Ultimate holding company
rEE
The Group
—zEnE —zP=f
~NA=TH +=A=+—~H
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$’000 HK$'000
EETER Deposits from customers 251,913 529,348
H b ARIE K Other accounts and provisions 11 16
251,924 529,364

30 hEEBRLRERERAE | CRINEECHRE
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(17) EXBEAER S (#)
() BEZRATHHEAR

(17) Material related party transactions (cont’d)
(c) Subsidiaries of the ultimate holding company

rEE
The Group
—sEmE —zz=4
~B=+H +=A=+-~
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$'000 HK$'000
BeheiEs Cash and short-term funds 164,651 371,785
PSR EEAM Advances to customers and
BRIE R other accounts less provisions 222,635 241,094
387,286 612,879
HR1T R & &l Deposits and balances of banks
BB R R T and other financial institutions 98,641 127,602
BEPER Deposits from customers 1,499,580 979,917
H A BRI KR Other accounts and provisions 630 1,039
1,598,851 1,108,558
(d) E=AT (d) Associates
rEE
The Group
—EZTMEF —TT=F
~NA=TH +=A=+—H
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$'000 HK$'000
PSR EEAM Advances to customers and other
ARIBR accounts less provisions 20,840 10,617
BEPER Deposits from customers 1,180,515 580,988
H A ARIE R A Other accounts and provisions 158 1,940
1,180,673 582,928
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RaEEEZ (B) Unaudited (cont’d)
(18) JEIEFRIE (18) Deferred taxation
(a) ERIANWELHEEERER (a) Deferred tax assets and liabilities recognised
RRFEBEEBBERTPEETIEEE X The components of deferred tax assets and liabilities recognised in
BENAERAE FEZEEHWT the consolidated balance sheet and the movements during the period/

year are as follows:

S ]
The Group
NEREE
HERBE DNREEZ
HEBERNE % AR [F ] Hit mE
Depreciation Fair value
allowances in adjustment
excess of on
related properties
EEBERAE : Deferred tax arising depreciation  Provisions  and assets Losses Others Total
from: BT T BT T BT T BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
N-ZZTOMF At 1 January 2004
—HA—H 51,047 (89,558) (46,689) - (2,262) (87,462)
SHAWERAME~ Charged/(credited)
(#m) to consolidated
income statement 3,218 4,725 (1,397) - - 6,546
R-BENF At 30 June 2004
~A=1H 54,265 (84,833) (48,086) - (2,262) (80,916)
RZTT=F At 1 January 2003
—A—H
— MNATER - as previously reported - = = = = =
—RIEERAR - prior period adjustments 58,623 (74,718)  (43,669)  (13,875) (4,431)  (78,070)
—E% - as restated 58,623 (74,718) (43,669) (13,875) (4,431) (78,070)
IRAWZSRAMES,  Charged/(credited)
(#¢m) to consolidated
income statement (7,576) (14,840) (3,020) 13,875 2,169 (9,392)
RZET=F At 31 December 2003
+=ZA=+—H 51,047 (89,558)  (46,689) - (2,262)  (87,462)
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FiE#EZ (8) Unaudited (cont’d))
(18) EXERLIE (&) (18) Deferred taxation (cont'd)
(a) CEINELCHEEENEE (F) (a) Deferred tax assets and liabilities recognised (cont’d)
rEE
The Group
—sEng —e3=f
NA=+A +=B=+-8
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$'000 HK$'000
R EBBERER Net deferred tax asset recognised
FIRETIHE E on the balance sheet (80,931) (87,477)
R EBBRER Net deferred tax liability recognised
FREIEAE on the balance sheet 15 15
(80,916) (87,462)
(b) AERWELHRIEEE (b) Deferred tax assets unrecognised
AEBERERNELEHIEEE 2T The Group has not recognised deferred tax assets in respect of tax
E18/598,536,0007T (=TT =4 : losses of $98,536,000 (2003: $92,468,000). The tax losses do not
92,468,0007T) ° WRIEIRITHFSIEG] - 30 expire under current tax legislation.

BERLERHA -
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