mAMBER

KRAEEZ

(Br 15 5B BHSNAE B s B )

(1) MBRRBE

Supplementary Financial Information
Unaudited

(Expressed in Hong Kong dollars unless otherwise indicated)

(1) Summary of financial position

rEE
The Group
—gEnE —gE=f
AA=tH +ZA=1+—H g
As at As at
30 June 31 December
2004 2003 Variance
BET T BT T
HK$'000 HK$'000 %
E TR Loans and advances 40,539,506 40,643,233 (0.26)
EFEE%ER Loan loss provision 1,097,083 1,236,975 (11.31)
éiééﬁ@ﬂa Total assets 79,765,184 79,917,457 (0.19)
B S & EFHE Average interest earning assets 71,659,709 73,471,951 (2.47)
TFaiiEsR Total deposits 61,266,175 61,558,781 (0.48)
R E & Shareholders’ funds 8,043,069 7,811,770 2.96
B & Financial ratios
BARFE R E Capital adequacy
— RS TIEE* — unadjusted* 18.52% 18.41%
BREFEREE X Loans to deposits 66.17% 66.02%
EREBEEELX Loans to total assets 50.82% 50.86%
*ﬂﬁﬁﬂ%%%tb? General provision coverage 1.28% 1.34%
MEER X Property lending 35.39% 38.57%
AN S B R Cost to income
OREEER) (before goodwill) 45.82% 47.29%
PN PN S Cost to income
OREER) (after goodwill) 48.78% 50.25%
BER k= Return on assets 1.06% 0.84%
% 5 & & [B] 7R K Return on shareholders’ funds 10.73% 8.65%

* REPBEATRILER

RESERRE

EENMRE  BARBREETHEBER
AIMAPIEE - WAFSEE (RITERK

By IR =mEEHE -

TERERSRERERAR |

SEEIMEER RS

*  The unadjusted capital adequacy ratio is computed on the consolidated
basis covering the Company and certain of its subsidiaries as required by
the HKMA for its regulatory purposes, and is in accordance with the

Third Schedule to the Hong Kong Banking Ordinance.
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(2) MBREIBERESER

Supplementary Financial Information

Unaudited (cont’d)

(2) Capital base after deductions

—gEnE —zE=f
~B=+H +=A=+-~
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$’000 HK$'000
BOEZR Core capital
BB Paid up ordinary share capital 3,193,278 3,189,835
&= E Share premium 1,835,157 1,831,406
i Reserves 2,396,502 2,198,658
T R Deduct: Goodwill (1,047,419) (1,067,029)
BOEREEE Total core capital 6,377,518 6,152,870
EEREBER Eligible supplementary capital
TR bR Reserves on revaluation of land
EihEE and interests in land 8,362 8,362
REE—MR LM General provisions for doubtful debts 519,630 546,474
XAKERIER Perpetual subordinated debt 1,949,911 1,940,783
BHIRERR Term subordinated debt 1,403,936 1,397,364
ERBERATE Total eligible supplementary capital 3,881,839 3,892,983
B 1 A 42 Total capital base before
ERER deductions 10,259,357 10,045,853
E AR B R IR Deductions from total
capital base (209,034) (596,936)
HIBR R IE % Total capital base after
BmERER deductions 10,050,323 9,448,917
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7 % E R Supplementary Financial Information

FaEEZ (&) Unaudited (cont’d)

—EEMEXA=TH
As at 30 June 2004
BEE BaE HERE
Total Total  Contingent
assets liabilities liabilities
BETT BETT BETT
HK$'000 HK$'000 HK$'000

78,903,738 66,571,704 11,971,422
395,106 12,797 -
2,220,092 2,158,545 688,912
220,833 220,833 -
(1,974,585)  (1,531,568) -

79,765,184 67,432,311 12,660,334

REEEESRERARAR | —TTRNEERERS
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Supplementary Financial Information
Unaudited (cont’d)

(3) AHER &) (3) Segmental information (cont‘d)
ArEE
The Group
—ZZMFEXA=TA —EF=F+-fA=1—-H
As at 30 June 2004 As at 31 December 2003
BHER BEEN

EFBH RBH  TEAER BP#HN R#% TEROER
Overdue Non- Overdue Non-
Advances to loansand  performing = Advances to loans and performing
customers advances loans customers advances loans

BETL BETR BRI BT BT BT

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

BB
HE
£
it

Hong Kong
Mainland China
USA

Others

32,998,070 1,329,443 1,419,523 32971478 1,920,762 1,889,711
5,202,528 570,364 572,006 4,738,547 568,987 570,993
649,661 50,785 50,785 611,329 51,754 51,754
1,501,700 75,656 100,885 1,864,819 109,531 103,750

40,351,959 2,026,248 2,143,199 40,186,173 2,651,034 2,616,208

BB EITOENEERX SR
FrEstEln - RRERCERAENR - Al
R 5T NRBIZRE— T ERE R ERE
[\ #5858 B HEAR T VB BRIA A © $R1T 3K
Hib BB TTHERRERAEEER
HBFTEBIR AV BRI ©

TEABFRIENERATCRAXDE
LEETEHYEASR -

The above geographical analysis is classified by 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, 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.
Non-performing advances to customers are those advances on which

interest is being placed in suspense or on which interest accrual has
ceased.

CITIC International Financial Holdings Limited | 2004 Interim Report



mAMBER

RIEEFEEZ (B)

(4) BEFBR-ETXED

Supplementary Financial Information
Unaudited (cont’d)

(4) Advances to customers - By industry sectors

rEH
The Group
—EENE —EET=F
RA=+H +=—RA=+—8 (g
As at As at
30 June 2004 31 December 2003 Variance
BT T BT T
HK$°000 % HK$'000 % %
AREBER Loans for use in Hong Kong
THEkEr A Industrial, commercial
and financial
—MEER - Property development 329,090 0.82 327,555 0.81 0.47
—MERE - Property investment 3,946,662 9.78 4,252,571 10.58  (7.19)
— &R - Financial concerns 2,514,022 6.23 2,695,514 6.71 (6.73)
—RELL - Stockbrokers 19,996  0.05 20,519  0.05  (2.55)
—PERTELEH - Wholesale and retail trade 2,087,377 5.17 2,347,275 5.84 (11.07)
—BUEE - Manufacturing 3,821,437 9.47 3,506,532 873 898
— B8 ERRE - Transport and transport
equipment 5,117,223 12.68 4,551,838 1133 12.42
—HAth - Others 3,839,535 9.51 3,761,929 9.36 2.06
& A Individuals
—-BABEBHE - Loans for the purchase of
& FLAER flats under the Home
2 EEEE R Ownership Scheme,
rElREEE Private Sector Participation
HERE 2180 Scheme and Tenants
)= Purchase Scheme 20,934 0.05 23,979 0.06 (12.70)
—BAHMESE - Loans for the purchase of
MR ERK other residential properties 10,001,252 24.79 10,920,086 27.17 (8.41)
—ERAREEK - Credit card advances 412,375 1.02 426,249 1.06  (3.25)
—HAth - Others 1,051,849 2.61 1,462,017 3.64 (28.05)
B omE Trade finance 2,328,162 5.77 2,088,069 520 11.50

FRE B AN R Loans for use outside

HER Hong Kong

4,862,045 12.05 3,802,040 9.46 27.88

40,351,959 100.00 40,186,173 100.00 0.41

FEERSRERERAR | —ZTNFESH
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(5) AfEFE2X (EMNRELHE)

IR E BB AT RN EF
EMEFBFAECALE

Supplementary Financial Information
Unaudited (cont’d)

suspended interest)

overdue for periods of:

(5) Overdue advances to customers (net of

The gross amount of advances, net of accrued interest that has been

capitalised but accrued to a suspense account, which have been

rEE
The Group
—zEmE —zz=4
ERY: +=A=+-~
As at
30 June 2004 31 December 2003
BETT BT T
HK$'000 % * HK$'000 %*
—3f@AA L=6EA - 6 months or less but over 3 months 142,535 0.35 165,835 0.41
6 AR EE1F - 1 year or less but over 6 months 97,352 0.24 307,408 0.76
—1FEE - over 1 year 1,786,361 4.43 2,177,791 5.42
47 Total 2,026,248 5.02 2,651,034 6.59
B i B R Secured overdue advances 1,441,677 1,742,648
AR 58 B A R Unsecured overdue advances 584,571 908,386
2,026,248 2,651,034
HEEERBHRRRE R Market value of collateral held against
Km{E the secured overdue advances 2,340,924 2,104,234
sdallbi Specific provisions made 493,331 580,629

* AR RS E

R-ZZENFERA=1TERK

* Based on total advances to customers

—ET=FA

There were no advances to banks and other financial institutions

“A=1t—R  AREYEAREE=E
ARSRTT R B AL & RIS 2K -

which were overdue for over 3 months as at 30 June 2004 and 31
December 2003.

CITIC International Financial Holdings Limited | 2004 Interim Report
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7 % E R Supplementary Financial Information

FaEEZ (&) Unaudited (cont’d)

—EENE
NA=+H
As at

30 June 2004
BETT
HK$'000

2,026,248

176,557

IReRERERAR | —TZNEEHERS
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RIEEFEEZ (B)

(7) HtvaPEE

Supplementary Financial Information
Unaudited (cont’d)

(7) Other overdue assets

AREH
The Group
—gEns —zE=f
AA=+8 +=A=+-"
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$’000 HK$'000
B S RIBETE The gross amount of trade bills
B mHAE - which has been overdue for:
—6{AAAEE14F - 1 year or less but over 6 months - 1,162
RERINESEE Held-to-maturity securities
B mHAE - which have been overdue for:
—6{AAAEE1F - 1 year or less but over 6 months - 69,409
—1FMNUE - over 1 year 85,335 15,526
85,335 84,935
(8) EEER (8) Rescheduled loans
AREH
The Group
—gEms —zT=f
~AE=+H +=A=+—~H
As at As at
30 June 2004 31 December 2003
BETT BT T
HK$’000 % * HK$'000 % *
BEERER Rescheduled loans 443,646 1.10 517,916 1.29

* AR RS E

BERESREEPE RV BN EE N
IERE M LT R B E R E T8
ZEFR - MER] < B IERE AN EE T
BAFE—MREEBER < IR EPEER
REHRaRBB=EHZ&%  1E
WAEMEG)HBEERA -

:ggmi/\ﬂ “f’EU;i_gg $+
ZA=+t—R  RAEEWESFEANRITR
Hih S gEER -

(24

*  Based on total advances to customers

Rescheduled advances are those advances which have been
restructured or renegotiated because of a deterioration in the financial
position of the borrower, or the inability of the borrower to meet
the original repayment schedule and for which the revised repayment
terms are non-commercial to the Group. Rescheduled advances to
customers are stated net of any advances that have subsequently
become overdue for over 3 months and reported as overdue advances
in note (5).

There were no advances to banks and other financial institutions
which were rescheduled as at 30 June 2004 and 31 December 2003.

CITIC International Financial Holdings Limited | 2004 Interim Report
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RIEEFEEZ (B)

Supplementary Financial Information

Unaudited (cont’d)

(9) MEEE (9) Repossessed assets
rEE
The Group

—gEnF B
ANA=1+H +=A=+—~H
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$’000 HK$'000

SARFEI K Included in advances to customers
H b ARIEH and other accounts 350,087 436,993

(10) ER B2

AEEXRBEEE - FEEREBEINESR
MEXRRHERKRENT - AEERH
HEHE R FEERRZBNRITHA SN
JERZFAFRR(MABS)E) T FIE A T AT E ©

(10) Currency risk
The information concerning the foreign currency exposures of the
Group arising from trading, non-trading and structural positions is
disclosed as follows. The net options position reported is calculated

in accordance with the methods set out in the banking return ‘Foreign

Currency Position” (MA(BS)6) submitted to the HKMA.

AEME
The Group

ZZEMERA=TH —FF=F+-A=1-H

As at 30 June 2004 As at 31 December 2003
EESIN Equivalent in AEE it aE e AR Hify B
BETT in HK$'000 US dollars Renminbi Other Total US dollars Renminbi QOther Total
HEAE Spot assets 26,108,546 674,584 4,395,766 31,178,896 = 26,366,749 598,834 5,558,178 32,523,761
HEafE Spot liabilities (25,644,123) (68,867) (5,235,939) (30,948,929) (24,441,071) (14,114)  (5,324,368) (29,779,553)
BB Forward purchases 10,185,686 - 3,005557 13,191,243 = 9,986,595 - 2378099 12,364,694
EHEH Forward sales (10,750,265) - (2,162,819) (12,913,084) (8,239,058) - (2,621,242) (10,860,300)
HERRE Net options position - - - - 23,051 = 128,193 151,244
RFE Net long position (100,156) 605,717 2,565 508,126 3,696,266 584,720 118,860 4,399,846

IR FEERRRERNT AFE

REEEERERERAA |

TERENEERHES

The net options position is calculated using the worst case approach.
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(11) R AR

Supplementary Financial Information
Unaudited (cont’d)

(11)

BRERENEEERBRLETRERT
RBRERRIER 55— EibEt BRI E
2 ° IR ZHT TRMNBRN—EHE
REVEREE RS E EER T WBEIRERIEA
e IRITE M REE D THERER
A= HARMERRNKREAY - BER
BIEE RIS ERE10% A EAERIBEIR

SR AR T

Cross-border claims

Cross border claims are on-balance sheet exposures of counterparties
based on 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, risk will be transferred to
the country of the guarantor. For a claim on the branch of a bank or
other financial institutions, 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 follows:

RITR
Hih SRS DNEWE Hith HEE
Banks and
other financial Public sector
institutions entities Others Total
BYT T BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
R-ZEEMNEAA=1H As at 30 June 2004
BERUNPEAE Asia and Pacific excluding
Hong Kong 5,861,565 186,681 7,100,710 13,148,956
H B of which Australia 3,292,933 556 52,430 3,345,919
HAfE of which Mainland China 1,519,826 185,060 6,116,121 7,821,007
i Western Europe 12,474,666 1,499 3,794,821 16,270,986
HepkE of which France 1,639,893 - 809,657 2,449,550
HpEE of which Germany 2,646,488 - 339,556 2,986,044
HAxE of which United Kingdom 3,244,446 532 602,584 3,847,562
RZTZE=F+-_A=1+—H Asat 31 December 2003
BEAUNINEXR R Asia and Pacific excluding
Hong Kong 6,886,634 187,909 5,439,220 12,513,763
H AN of which Australia 3,314,907 = 58,420 3,373,327
He of which Mainland China 2,076,200 187,909 4,815,870 7,079,979
pii] ¢ Western Europe 15,428,297 - 4,997,868 20,426,165
H % E of which France 1,996,503 = 810,627 2,807,130
Hrp {2 of which Germany 4,155,222 - 1,273,093 5,428,315
H A 5 of which United Kingdom 4,361,105 - 830,528 5,191,633
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Supplementary Financial Information
Unaudited (cont’d)

(12) Risk management

The Group manages various types of risk mainly through CITIC Ka
Wah Bank Limited (the ‘Bank’) under the delegation and close
supervision of the Board. To centralize all its risk functions, the Bank
combined all the risk management units in the first quarter of 2004
to form the Group Risk Management Department that consists of
corporate credit, retail credit, inter-bank credit, market risk, risk

policies, control and administration functions.

Credit risk management

Credit risk is the risk of loss arising from a customer’s or counterparty’s
inability to meet its financial obligations. The Group is exposed to
credit risk through its lending, trading and capital markets activities.
The Group defines the credit exposure to a customer as the amount
of maximum potential loss arising from all these activities. These
exposures include both on- and off-balance sheet transactions,
including unfunded lending commitments such as loan commitments,

letters of credit and financial guarantees.

The Group’s credit risk management practices are designed to
preserve the independence and integrity of the risk assessment
process. The Group assesses credit risk based upon the risk profile
of the borrower, source of repayment and the nature of the
underlying collateral after giving consideration to current events and
market developments. Credit risk is also managed at portfolio levels
in terms of product, industry and geography to manage concentration
risk.

Credit policy manuals and control procedures are regularly revised
and updated to ensure that credit risk is adequately assessed, properly

approved, continually monitored, and proactively managed.

Through entering into services agreements with subsidiaries and
associated companies, the Group Risk Management Department of
the Bank is also entrusted with the responsibilities to manage credit
risk for these companies.
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(12) mEE (&)

(i)

(iii)
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Supplementary Financial Information
Unaudited (cont’d)

(12) Risk management (cont‘d)

(i)

(iii)

Liquidity risk management

The Group must be able to meet all customer claims in both normal
and emergency circumstances besides meeting all regulatory
requirements and complying with statutory liquidity ratios. To adopt
a proactive liquidity management, the Group has issued long-dated
certificates of deposit regularly and has also arranged re-purchase

agreement facilities on its liquid investment portfolio.

Market risk management

The Group’s major market risk exposure rested with the Bank and is
being monitored by the Market Risk Management Unit (‘MRM’) under
Group Risk Management Department against established limits. The
Bank’s Treasury is the centre point to take on market risk exposures
through customer flows, short-term market views and longer term
strategic views. MRM ensures that the exposures are within

established position and sensitivity limits.

Through a discretionary investment arrangement as approved by the
board of directors, CITIC International Assets Management Limited
("CIAM’) has placed excess fund with a professional investment
manager to manage its investments. The investment manager
manages the investment’s daily market risk exposure and market

value with CIAM closely reviewing and monitoring.

Other subsidiaries of the Group have also engaged in investments
albeit in relatively smaller magnitude.

CITIC International Financial Holdings Limited | 2004 Interim Report
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Supplementary Financial Information
Unaudited (cont’d)

(12) mEE (&)
(i) TERRTE (#)

(12) Risk management (cont‘d)

(iii) Market risk management (cont’d)

HE_ZTTWNFA=THILFF  £E
EREFEEBERETEHF - FHEAEE
73100,0007C - A5 EEREE FHEH
E5184525,0007C - A THEETERER
BERBZDME -

For the half-year ended 30 June 2004, the average daily profit and
loss from the Group’s trading activities on interest rate risk was a
loss of $100,000. The average daily total trading profit and loss was
a loss of $25,000. The figure below shows the histogram of the
Group's daily trading profit and loss.

“EENMFLYF (-AEXA) HEANEXREERRAERSH
Daily Distribution of Trading Revenue for the Half Year 2004 (Jan-Jun)
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BECZTNFERA=TRIEFFE
ERKAEHDH

ft EB - B HE5E&AE 419,980,000
7T & B &R R AERR15,520,000
TT o M22RZ EBRIER A - Bk
REERTHEBRLS6KR - EHMHEFZ
&% 58 A B EREEFTEE500,0007T
2 [N B A B E R AFE0ITE500,0007T
28 HHIE20K °

FEERSRERERAA | —ZRNEERHRE

Figure: Daily distribution of trading revenue for the half-year ended
30 June 2004

From the chart above, the maximum daily loss was $19,980,000
and the maximum daily gain was $15,520,000. Out of the 122
trading days for the period, there were 56 days with trading losses.
The most frequent results were a daily loss between $0 and $500,000
and a daily gain between $0 and $500,000, both have the highest

occurrence of 20 days.
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(iv)
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(vi)

(vii)
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Supplementary Financial Information
Unaudited (cont’d)

(12) Risk management (cont‘d)

(iv)

(v)

(vi)

Capital adequacy management

The Group has structured and is maintaining a strong capital base to
support the development of the Group’s business and to meet
statutory capital adequacy ratios. As disclosed in note (1) above,
the Group’s unadjusted capital adequacy ratio was 18.52% as at 30
June 2004, well above the statutory minimum ratio.

The Group allocates its capital to various business activities depending
on the risk taken by each business entity. Certain financial
subsidiaries, as specified by the HKMA, are subject to the HKMA's
capital requirements for its regulatory supervision purposes.

Foreign currency risk management

The Bank’s foreign exchange risk stems from taking foreign exchange
positions, commercial dealing, investment in foreign currency
securities and operations of overseas branches. All foreign exchange
positions are subject to exposure limits approved by the Assets and
Liabilities Committee ("ALCQO’). The Group's average daily foreign
exchange trading profit and loss for the half-year ended 30 June
2004 was a loss of $7,000.

Interest rate risk management

The interest rate risk for the Group comes mainly from the Bank.
The mismatch arising from interest rate profile of the Bank’s assets
and liabilities, which gives rise to interest rate risk for the banking
book, is overseen by the Bank’s ALCO. This interest rate risk comprises
basis risk among different interest rate benchmarks, yield curve
movements, interest rate repricing risk and embedded options, if
any. The Bank’'s ALCO reviews interest rate risk of its banking book
through gap mismatch reports, sensitivity analysis and various
earnings scenario analyses. To mitigate interest rate risk, the Bank
has used interest rate derivatives, mainly interest rate swaps, to hedge
both assets and liabilities.

(vii) Other trading activities

For the half-year ended 30 June 2004, the Group has gold trading
via the Bank with an average daily loss of $9,000. CIAM has equity
trading with an average daily trading profit of $22,000.

The Group via the Bank has invested part of its excess liquidity into
external funds to enhance the return starting in May 2004. The
average daily mark-to-market profit and loss for the half-year ended
30 June 2004 was a gain of $195,000 inclusive of all funds invested.
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Operations risk is the risk of losses which the Group may incur as a
result of inadequate or failed processes, technology, infrastructure,
personnel or from external events. Operational risk is not new to
banks. Significant operational risk events in recent years (911, SARS,
Baring, etc) have highlighted the need to manage operational risk
more effectively by taking a broader and more comprehensive view.
Technology and operational issues remain critically important, but
other areas, which could lead to operational losses, must be managed
as well.

The Group manages its operational risk through Management
Committee and Audit Committee at the Group level and Operations
& Control Committee at the Bank level. The Management Committee
ensures that all the subsidiaries are properly operated and managed
in accordance with pre-set risk policies and procedures of the
respective subsidiaries. Operations of all the subsidiaries are subject
to independent, regular audit closely monitored by the Group’s Audit
Committee. The Operations & Control Committee comprises the
Chief Operating Officer as the chairman and other senior staff from
various business lines and support functions. One of its key
responsibilities is to periodically review, update, and test as necessary
the operational policies, procedures and contingency plans of the
Bank.

The Bank currently manages operational risk through a number of
ways, such as:

—  Operations and technology policies and manual are developed
and reviewed annually to ensure processes are adequately
considered and defined.

—  Human resources policy and practices are established to define
and encourage proper staff behavior, and that staff are qualified
and trained for their roles.

—  New products and services are evaluated to ensure that staff,
processes, and technology can adequately support prior to
launching.

—  Contingency plans are set up and tested annually for major
events such as major failure of data centre caused by fire or
other events; loss of operating site and/or personnel including
911- or SARS-like events; and sudden and massive customer
withdrawal due to market rumors or other reasons.



