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2 Financial risk management (continued)
(c) Market risk (continued)
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foreign currency exchange rates on its financial position and cash flows. The
Group’s exposures mainly comprise foreign exchange dealing by the Treasury
Department and currency exposures originated by its commercial banking
businesses.

The Executive Committee sets limits on the level of exposure by currency and
in total for both overnight and intra-day positions. All exposures are centrally
managed by the Treasury Department and independently monitored by a
separate department on a daily basis.

Foreign currency exposures arising from customer transactions, including
currency options embedded in certain customer deposits, are normally offset
against other customer transactiongransactions with the market. Foreign
currency funding used to fund Hong Kong dollar assets is hedged using currency
swaps or forward exchange contracts to mitigate the foreign exchange risk.

The tables on the following pages summarise the Group’s exposure to foreign
currency exchange rate risk at 31 December. Included in the tables are the
Group’s assets and liabilities at carrying amounts, categorised by currency.
The off-balance sheet gap represents the net notional amounts of foreign
currency derivative financial instruments, which are principally used to reduce
the Group’s exposure to currency movements.



(Z) &£MEAMERE(E) 2 Financial risk management (continued)

T EEAKE) (d) Currency risk (continued)
EE -GAEREEAaER Concentration of assets, liabilities and off-balance sheet items
SME B Y 53 ffa
A& The Group
BT E BT Hit a5t
HK$ Uss$ A% Other Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-ZOORE+=-B=+—H At 31 December 2005
BE Assets
EERERENES Cash and short-term funds 2,192,157 7,118,878 4,712,265 5,698,368 19,721,668
Placements with banks and
other financial institutions
et i dE R maturing between one
(—E+ZMAREIH) and twelve months 294,085 817,190 113,534 878,205 2,103,014
ELX Trade bills 12,559 146,689 - 2,917 162,165
REZTFRE Certificates of deposit held 606,678 257,454 34,225 - 898,357
RIEEEMRCHE Trading securities 409,796 102,967 169 - 512,932
Derivative financial
MAESMTH instruments 5,109 51,098 67 425 56,699
DAFEHEEAERIEZ Financial assets at fair value
S RE through profit or loss 992,843 2,792,896 - 111,936 3,897,675
e ES Available-for-sale securities 789,934 2,688,733 57,005 232,108 3,767,780
FrE R Held-to-maturity securities 571,494 1,652,572 949,219 133,652 3,306,937
B ke HoAth IR TE Advances and other account$35,400,824 1,775,953 671,396 307,242 38,155,415
Interests in jointly controlled
e 7] #2  EE H E entities 105,578 - - - 105,578
I8 2w RE AR Interests in associates 3,540 - - - 3,540
] E & Fixed assets 1,748,942 22,275 - 9,073 1,780,290
FH& 1 o 2% Interests in leasehold land 249,688 - - - 249,688
A Total assets 43,383,227 17,426,705 6,537,880 7,373,926 74,721,738
=K Liabilities
Deposits and balances
of banks and other
EEZE14 financial institutions 1,340,575 922,159 7,775 67,109 2,337,618
RBGBRET AE Trading liabilities 967,891 - - - 967,891
Derivative financial
MAESMTH instruments 62,682 91,169 86 1,619 155,556
Financial liabilities at
DA EEREAESRZ fair value through
& Rl A & profit or loss 1,512,357 848,537 - - 2,360,894
BEEFH Deposits from customers 26,569,631 14,062,797 6,493,483 7,180,129 54,306,040
BT Certificates of deposit issued 1,824,004 93,049 - - 1,917,053
HCAHh R T R FE AR Other accounts and accruals 2,179,669 231,676 22,711 106,163 2,540,219
WEE Total liabilities 34,456,809 16,249,387 6,524,055 7,355,020 64,585,271
BEABRANFEESHE Net on-balance sheet position 8,926,418 1,177,318 13,825 18,906 10,136,467
Off-balance sheet net
LEABRINGERETHE notional position (566,192) 619,411 19,271 (73,758) (1,268)
fEERIE Credit commitments 12,751,710 903,197 - 217,449 13,872,356
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(d) Currency risk (continued)

2 Financial risk management (continued)

Concentration of assets, liabilities and off-balance sheet items (continued)

The Bank
BT E BT Hit BEt
HK$ Uss A$ Other Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 31 December 2005
Assets
Cash and short-term funds 2,173,437 7,107,862 4,712,265 5,698,368 19,691,932
Placements with banks and
other financial institutions
maturing between one and
twelve months 435,582 791,175 113,534 878,205 2,218,496
Trade bills 12,559 146,689 - 2,917 162,165
Certificates of deposit held 605,835 257,454 34,225 - 897,514
Trading securities 277,169 102,967 169 - 380,305
Derivative financial
instruments 5,373 51,098 86 444 57,001
Financial assets at fair value
through profit or loss 757,393 2,482,992 - 111,936 3,352,321
Available-for-sale securities 559,515 2,620,770 57,005 232,108 3,469,398
Held-to-maturity securities 483,153 1,586,529 949,219 133,652 3,152,553
Advances and other accounts34,732,138 1,783,147 671,396 307,215 37,493,896
Interests in subsidiaries 288,530 11,633 — — 300,163
Interests in jointly controlled
entities 57,300 - - - 57,300
Fixed assets 1,746,436 1,682 - 1,808 1,749,926
Interests in leasehold land 249,688 - - - 249,688
Total assets 42,384,108 16,943,998 6,537,899 7,366,653 73,232,658
Liabilities
Deposits and balances of
banks and other
financial institutions 1,442,449 922,159 7,775 67,109 2,439,492
Trading liabilities 967,891 - - - 967,891
Derivative financial
instruments 62,682 91,169 86 1,619 155,556
Financial liabilities at
fair value through
profit or loss 1,571,337 900,987 - - 2,472,324
Deposits from customers 27,385,112 14,072,257 6,507,036 7,208,361 55,172,766
Certificates of deposit issued 1,824,004 93,049 - - 1,917,053
Other accounts and accruals 1,056,693 231,806 22,741 106,238 1,417,478
Total liabilities 34,310,168 16,311,427 6,537,638 7,383,327 64,542,560
Net on-balance sheet position 8,073,940 632,571 261 (16,674) 8,690,098
Off-balance sheet net
notional position (569,248) 602,504 20,276 (55,609) (2,077)
Credit commitments 12,747,277 778,997 - 217,449 13,743,723
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Financial risk management (continued)
Currency risk (continued)
Concentration of assets, liabilities and off-balance sheet items (continued)

The Group
A EYH BT Hits "t
HK$ uss A$ Other Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 31 December 2004
Assets
Cash and short-term funds 3,877,247 5,938,164 1,777,745 4,249,242 15,842,398
Placements with banks and
other financial institutions
maturing between one and
twelve months 548,378 2,744,038 915,121 1,501,026 5,708,563
Trade bills 10,110 100,892 - 5,071 116,073
Certificates of deposit held 1,406,568 172,502 687,051 — 2,266,121
Trading securities 410,985 65,451 181 - 476,617
Non-trading securities 772,142 3,015,093 60,811 265,059 4,113,105
Held-to-maturity securities 1,852,628 4,192,920 1,745,382 467,207 8,258,137
Advances and other accounts 28,029,982 2,567,692 1,399,489 327,665 32,324,828
Interests in jointly controlled
entities 99,759 - - - 99,759
Interests in associates 2,703 — - - 2,703
Fixed assets 1,573,111 10,361 - 8,763 1,592,235
Interests in leasehold land 253,859 — - - 253,859
Total assets 38,837,472 18,807,113 6,585,780 6,824,033 71,054,398
Liabilities
Deposits and balances of
banks and other financial
institutions 239,989 1,511,892 29,081 470,115 2,251,077
Trading liabilities 271,164 - - - 271,164
Deposits from customers 26,873,275 13,919,420 6,014,624 6,388,411 53,195,730
Certificates of deposit issued 2,565,300 614,240 - - 3,179,540
Other accounts and accruals 1,874,397 98,868 502,824 112,154 2,588,243
Total liabilities 31,824,125 16,144,420 6,546,529 6,970,680 61,485,754
Net on-balance sheet position 7,013,347 2,662,693 39,251 (146,647) 9,568,644
Off-balance sheet net
notional position 173,591 (138,048) 22,858 (31,195) 27,206
Credit commitments 10,292,463 813,215 221 245,279 11,351,178
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Financial risk management (continued)
Currency risk (continued)
Concentration of assets, liabilities and off-balance sheet items (continued)

The Bank
B E BT Hit &Et
HK$ Us$ AS$ Other Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 31 December 2004
Assets
Cash and short-term funds 3,524,490 5,936,958 1,777,745 4,249,242 15,488,435
Placements with banks and
other financial institutions
maturing between one
and twelve months 838,691 2,709,308 915,121 1,501,026 5,964,146
Trade bills 10,110 100,892 - 5,071 116,073
Certificates of deposit held 1,406,568 172,502 687,051 - 2,266,121
Trading securities 324,406 65,451 181 - 390,038
Non-trading securities 647,563 3,015,093 60,811 265,059 3,988,526
Held-to-maturity securities 1,611,865 3,958,087 1,745,382 467,207 7,782,541
Advances and other accounts 27,481,881 2,563,995 1,399,489 327,636 31,773,001
Interests in subsidiaries 288,530 11,661 - - 300,191
Interests in jointly controlled
entities 56,300 - - - 56,300
Fixed assets 1,568,214 226 - 1,313 1,569,753
Interests in leasehold land 253,859 - - - 253,859
Total assets 38,012,477 18,534,173 6,585,780 6,816,554 69,948,984
Liabilities
Deposits and balances of
banks and other financial
institutions 386,757 1,511,892 29,081 470,115 2,397,845
Trading liabilities 271,164 - — - 271,164
Deposits from customers 27,736,627 13,977,826 6,014,682 6,388,574 54,117,709
Certificates of deposit issued 2,580,300 614,240 - - 3,194,540
Other accounts and accruals 959,234 98,792 502,824 112,154 1,673,004
Total liabilities 31,934,082 16,202,750 6,546,587 6,970,843 61,654,262
Net on-balance sheet position 6,078,395 2,331,423 39,193 (154,289) 8,294,722
Off-balance sheet net
notional position 173,591 (108,164) 15,933 (54,853) 26,507
Credit commitments 10,321,314 745,967 221 245,279 11,312,781
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2 Financial risk management (continued)

(e) Interest rate risk

The Group takes on exposure to the effects of fluctuations in the prevailing
levels of market interest rates on both its fair value and cash flow interest
rate risks. Fair value interest rate risk is the risk that the value of a
financial instrument will fluctuate because of changes in market interest
rates. Cash flow interest rate risk is the risk that the future cash flows of
a financial instrument will fluctuate because of changes in market interest
rates.

Interest margin may increase as a result of such changes but may reduce
or create losses in the event that unexpected movements arise. The Group
has established policies and systems to monitor its interest-sensitive positions
and net repricing gap to ensure that they are all properly managed under
the limits approved by the Executive Committee. Actual positions are
compared with the approved limits and monitored by the Risk Management
Committee on a monthly basis.

While the primary objective of interest rate risk management is to limit
potential adverse effects of interest rate movements on net interest income,
interest rate positions may be taken for yield enhancement within the risk
limits.

The tables on the following pages summarise the Group’s exposure to
interest rate risks. Included in the tables are the Group’s assets and
liabilities at carrying amounts, categorised by the earlier of contractual
repricing or maturity dates.
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2 Financial risk management (continued)
(e) Interest rate risk (continued)

Interest sensitivity of assets and liabilities — repricing analysis

- HEBRESN
& The Group
—@A
—@A HEE  ZEAL  —FME R
LT @B LtE-% Z2HE  EELNLE Non-
Up to 1-3 3-12 1-5 Over interest ait
1 month months months years 5 years bearing Total
HK$'000  HK$000 HK$000 HK$000 HK$000  HK$000  HK$000
R-OOR&E+=H At 31 December 2005
=+—H
BE Assets
EEREREHES Cash and short-term funds 17,435,010 1,108,615 54,256 - - 1,123,787 19,721,668
Placements with banks and
other financial institutions
E JA 17 TR 2 maturing between one
(—Z+ZMARE) and twelve months - 2,046,032 56,982 - - - 2,103,014
P EB Trade bills 120,252 37,651 4,262 - - - 162,165
RECERE Certificates of deposit held 300,567 596,947 843 - - - 898,357
REHE MR Trading securities 39,008 140,872 68,278 120,488 11,659 132,627 512,932
Derivative financial
MEEMmTH instruments - - - - - 56,699 56,699
DU EERE A H R IR Financial assets at fair value
ZERAE through profit or loss 36,670 364,116 552,015 2,760,741 184,133 - 3,897,675
Tt E L EA Available-for-sale securities 360,090 649,537 1,775,911 562,039 42,963 377,240 3,767,780
REIRE Held-to-maturity securities 1,155,289 1,320,150 568,999 249,388 13,111 - 3,306,937
Bk e A 18 Advances and other account®7,657,717 7,629,062 785,646 545,687 144,429 1,392,874 38,155,415
Interests in jointly controlled
S [ 2 A A entities - - - - - 105,578 105,578
sk 2 /0 ) BE 4% Interests in associates - - - - - 3,540 3,540
EHE Fixed assets - - - - - 1,780,290 1,780,290
& 1 S Interests in leasehold land - - - - - 249,688 249,688
ME E Total assets 47,104,603 13,892,982 3,867,192 4,238,343 396,295 5,222,323 74,721,738
1=K Liabilities
Deposits and balances of
banks and other financial
[ 2 17 3K institutions 2,248,509 77,551 - - - 11,558 2,337,618
RBEH N2 &E Trading liabilities 887,215 79,591 - 1,085 - - 967,891
Derivative financial
TR TH instruments - - - - - 155,556 155,556
Financial liabilities at
DAV EEGEAERE fair value through
ZEaE profit or loss 313,487 899,152 753,567 394,688 - - 2,360,894
PR Deposits from customers 41,349,753 8,952,433 1,331,358 54,955 — 2,617,541 54,306,040
BT FHE Certificates of deposit issued 173,005 1,744,048 - - - - 1,917,053
I BR 0E R TH AR Other accounts and accruals - - - - — 2540219 2,540,219
IS~ Total liabilities 44,971,969 11,752,775 2,084,925 450,728 - 5324874 64,585,271
NESREEERSE Total interest sensitivity gap 2,132,634 2,140,207 1,782,267 3,787,615 396,295
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2 Financial risk management (continued)
(e) Interest rate risk (continued)

Interest sensitivity of assets and liabilities — repricing analysis (continued)

- EEBRES N GE)
A7 The Bank
—@A
—@A HNEE  ZERLN  —FME TR
LT @B LtE-%F Z2HE RENE Non-
Up to 1-3 3-12 1-5 Over interest &t
1 month months months years 5 years bearing Total
HK$'000  HK$000  HK$000  HK$000 HK$000 HK$000  HK$000
R-OOR&E+=H At 31 December 2005
=+—H
BE Assets
EFREREHES Cash and short-term funds 17,408,020 1,108,615 54,256 - - 1,121,041 19,691,932
Placements with banks and
other financial institutions
E JH TR 2 maturing between one and
(—E+ A RE) twelve months - 1851514 366,982 - - - 2,218,496
EEE2 Trade bills 120,252 37,651 4,262 - - - 162,165
A cFHE Certificates of deposit held 300,567 596,947 - - - - 897,514
REHE MR Trading securities 39,008 140,872 68,278 120,488 11,659 - 380,305
Derivative financial
MAESHMTH instruments - - - - - 57,001 57,001
DU EERE A H IR Financial assets at fair value
ZEMEE through profit or loss - 195,265 405,904 2,587,981 163,171 - 3352321
T E L ES Available-for-sale securities 360,090 649,537 1,775,911 562,039 42,963 78,858 3,469,398
REIRE Held-to-maturity securities 1,133,283 1,291,535 522,916 204,819 - - 3,152,553
Bk e AR 3 Advances and other account27,600,761 7,595,652 621,345 307,867 142,140 1,226,131 37,493,896
s T8 4 I E 4 Interests in subsidiaries - - - - - 300,163 300,163
Interests in jointly controlled
J [ 4 ) R A entities - - - - - 57,300 57,300
& 5E & P Fixed assets - - - - - 1,749,926 1,749,926
&+ Interests in leasehold land - - - - - 249,688 249,688
HE E Total assets 46,961,981 13,467,588 3,819,854 3,783,194 359,933 4,840,108 73,232,658
BE Liabilities
Deposits and balances of
banks and other financial
[ 2 17 3K institutions 2,350,383 77,551 - - - 11,558 2,439,492
RHEHNZAE Trading liabilities 887,215 79,591 - 1,085 - - 967,891
Derivative financial
mEEmTE instruments - - - - - 155,556 155,556
Financial liabilities at
DAV EEGEAHRIE fair value through
ZEEE profit or loss 346,248 951,050 780,338 394,688 - - 2472324
PR Deposits from customers 41,811,683 9,118,186 1,341,433 57,897 - 2,843567 55,172,766
BT FHE Certificates of deposit issued 173,005 1,744,048 - - - - 1,917,053
Ll P o R TE R Other accounts and accruals - - - - - 1,417,478 1417478
by~ Total liabilities 45,568,534 11,970,426 2,121,771 453,670 — 4,428,159 64,542,560
NEHBREEERSE Total interest sensitivity gap 1,393,447 1,497,162 1,698,083 3,329,524 359,933
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2 Financial risk management (continued)

(e) Interest rate risk (continued)

Interest sensitivity of assets and liabilities — repricing analysis (continued)

- BER R (D)
AEE The Group
—fEA
—fEA HEE  Z@AM  —#HE TEHE
FUTF =ER LtE-%£ ERE RENE Non-
Up to 1-3 3-12 1-5 Over interest &t
1 month months months years 5 years bearing Total
HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$000  HK$'000
R-0O0Om&E+=—A At 31 December 2004
=t+-H
BE Assets
EEHSKEHES Cash and short-term funds 13,624,074 924,389 249,927 - — 1,044,008 15,842,398
Placements with banks and
other financial institutions
TEMAE A % maturing between one and
(—Z=+ A RZED twelve months - 5,515,524 193,039 - - - 5,708,563
Rt Trade bills 81,433 31,435 3,205 - - - 116,073
BAHZFHE Certificates of deposit held 950,516 1,060,155 255,450 - - - 2,266,121
BIEEEHRCES Trading securities - 41,598 89,139 247,009 12,292 86,579 476,617
EREEE AR ZES Non-trading securities 121,692 292,769 879,667 2,601,641 - 217,336 4,113,105
ES B ELES Held-to-maturity securities 2,371,685 2,287,662 987,403 2,288,269 323,118 - 8,258,137
B H A E Advances and other accounts 26,789,133 3,272,084 578,401 211,778 10,161 1,463,271 32,324,828
Interests in jointly controlled
S [ $e EE B RE 2% entities - - - - - 99,759 99,759
Tt % /N T RE 2 Interests in associates - - - - - 2,703 2,703
ERE Fixed assets - - - - - 1592235 1,592,235
& £ B 2 Interests in leasehold land - - - - - 253,859 253,859
WEEE Total assets 43,938,533 13,425,616 3,236,231 5,348,697 345571 4,759,750 71,054,398
BE Liabilities
Deposits and balances of
banks and other financial
[l % 17 % institutions 1,581,273 653,033 - - - 16,771 2,251,077
RHRENZE&E Trading liabilities 251,400 17,499 1,005 1,260 - - 271,164
ESSRaE /¢ Deposits from customers 43,368,990 4,525,560 1,540,558 324,677 - 3,435,945 53,195,730
BITCTFHE Certificates of deposit issued 300,000 1,998,672 659,668 221,200 - - 3,179,540
e B OE R FE R Other accounts and accruals - - - - - 2,588,243 2,588,243
WA Total liabilities 45,501,663 7,194,764 2,201,231 547,137 - 6,040,959 61,485,754
FEEEEEHERE Total interest sensitivity gap (1,563,130) 6,230,852 1,035,000 4,801,560 345,571
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2 Financial risk management (continued)

(e) Interest rate risk (continued)

BENKEEHEREE Interest sensitivity of assets and liabilities — repricing analysis (continued)
- EE R RS ()
X7 The Bank
—fEA
—@EA BEE ZEAN  —HHE TEHE
FUTF =R LE-% ERE EENE Non-
Up to 1-3 3-12 1-5 Over interest &t
1 month months months years 5 years bearing Total
HK$'000  HK$000 HK$000 HK$000 HK$000 HK$O000  HK$000
MR-ZOOmE+=AH At 31 December 2004
=t+-H
BE Assets
EEHSKEHES Cash and short-term funds 13,272,579 924,389 249,927 - — 1,041,540 15,488,435
Placements with banks and
other financial institutions
E B 1 R R 2 maturing between one and
(—Z+HmHREHD twelve months - 5,501,107 463,039 - - - 5,964,146
Rt Trade bills 81,433 31,435 3,205 - - - 116,073
BAEZFHE Certificates of deposit held 950,516 1,060,155 255,450 - - - 2,266,121
BEEEHR 2 ES Trading securities - 41,598 89,139 247,009 12,292 - 390,038
EEFEEHRCES Non-trading securities 116,674 292,769 879,667 2,601,641 - 97,775 3,988,526
R E % Held-to-maturity securities 2,359,920 2,243,958 886,564 2,062,380 229,719 - 7,782,541
B H A S Advances and other accounts 26,709,463 3,243,825 470,251 10,701 - 1,338,761 31,773,001
B B /N ] HE % Interests in subsidiaries - - - - - 300,191 300,191
Interests in jointly controlled
S [ e R B RE 2% entities - - - - - 56,300 56,300
[EEBE Fixed assets - - - - - 1,569,753 1,569,753
TH & £ st b 2 Interests in leasehold land - - - - - 253,859 253,859
W Total assets 43,490,585 13,339,236 3,297,242 4,921,731 242,011 4,658,179 69,948,984
BE Liabilities
Deposits and balances of
banks and other financial
FEZE institutions 1,728,041 653,033 - - - 16,771 2,397,845
RBEE T Al Trading liabilities 251,400 17,499 1,005 1,260 - - 271,164
QSRS /¢ Deposits from customers 43,880,100 4,739,217 1,553,099 324,955 - 3,620,338 54,117,709
BITZTFHE Certificates of deposit issued 300,000 1,998,672 674,668 221,200 - - 3,194,540
At BB I R FE 2 Other accounts and accruals - - - - - 1,673,004 1,673,004
e Total liabilities 46,159,541 7,408,421 2,228,772 547,415 - 5,310,113 61,654,262
FIESREEEHESE Total interest sensitivity gap (2,668,956) 5,930,815 1,068,470 4,374,316 242,011
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(Z) MR EE(E) 2 Financial risk management (continued)

X~ NEARBE) (e) Interest rate risk (continued)
THELEMEH T Brh The table below summarises the effective interest rate by major currencies of monetary
(RLIAEEEEEAELE financial instruments not carried at fair value through profit or loss:
RSB T EERNE
BRI
r&E The Group
BT EH BT Hith BEt
HK$ US$ A$ Other Total
% % % % %
R-ZOO®R&E+=H At 31 December 2005
=+—H
BE Assets
EFERESRENES Cash and short-term funds 2.54 3.97 5.47 4.81 4.56
Placements with banks and other
T M AF iR 3 financial institutions maturing
(—Z=+ = AR between one and twelve months 4.09 4.36 5.54 5.72 4.95
FRE R Trade bills 9.08 7.06 - 6.07 7.20
HECHEDE Certificates of deposit held 4.44 4.28 6.01 - 4.46
it B & Available-for-sale securities 2.45 3.07 5.94 2.95 2.98
HEIHIE Held-to-maturity securities 4.39 3.72 5.73 3.27 4.40
Advances to customers, banks and
ERERMFEEER other financial institutions 5.51 6.08 6.13 1.98 5.54
=R Liabilities
Deposits and balances of banks and
FZEFEX other financial institutions 4.09 3.12 5.17 1.80 3.64
ERER Deposits from customers 3.00 3.89 5.07 4.32 3.64
BT E Certificates of deposit issued 4.34 4.20 - - 4.34
R-ZO0Om&E+—8 At 31 December 2004
=t+-H
BE Assets
EERESEREHES Cash and short-term funds 0.38 2.30 4.49 4.39 2.83
Placements with banks and other
ek k3 dEES financial institutions maturing
(—F+ @A RNZNHED) between one and twelve months 0.38 2.34 5.32 4.15 3.11
[HEN] Trade bills 6.14 5.29 - 5.96 5.39
WEZRSE Certificates of deposit held 0.84 2.27 5.50 - 2.40
FRFEER G ER Non-trading securities 1.96 2.54 5.72 2.87 2.50
RHERHER Held-to-maturity securities 1.87 2.82 5.45 3.59 3.20
Advances to customers, banks
EREHMFEEEK and other financial institutions 2.73 4.41 5.89 1.84 2.95
BE Liabilities
Deposits and balances of banks and
FZEFEX other financial institutions 2.14 2.02 5.27 1.16 1.89
CGEPCE ¢ Deposits from customers 0.24 1.90 4.82 3.67 1.59
BT 1R Certificates of deposit issued 0.79 2.93 - - 1.20




() $MAREEE)

C

RBEERR

U B <5 BB Y 5 A SR B R BE DL B AR AR
5B I A B B B B T K T B A R S
o B B - A5 B 4 K 5E A A 8 R B
BHEW > DUER 2K B BRI E
B~ BRI~ BLAREE H AT OR
DUk B PR & e LAt SR H AT A TR
oK o

ALECE TBOR KBRS HEE
B MARBEZRBN - HRAEEGRE
JE A5 A A B0 B - A0 M T8 B R RE
B()#E  RHEEALEZ VIR
BESLERERNEERBERNERZ
~tne

AEFEEHERBES LR - BEFLRK
H AR R > DURE fR A SE B A B2
FIRERT Bz &K - FrARESIRHHE
HEAE o B R EACE R L
BN WHEEAREREREGRT -

AEEHSFEAVNBRERBHEE
DUE (A T FHET B R B 75K < R
s R AR B A R U B IS DL E R ST B0

THEBEEEABERHESGNEYIH &R
THREIHARE  HERAR -

2 Financial risk management (continued)

(f) Liquidity risk

Liquidity risk is the risk to earnings or capital due to failure of the Group

to meet its funding requirements or to execute a transaction at a reasonable
price. The Group is exposed to daily calls on its available cash resources
from overnight deposits, current accounts, maturity deposits, loan draw-
downs and guarantees, and from margin and other calls on cash-settled
derivatives.

The Group has established policies and systems to monitor the liquidity of
its assets, liabilities and commitments and to ensure that the Group maintains
an assured capacity to meet all obligations as they fall due. As disclosed
in note 1 of the supplementary financial information of the accounts, the
Group’s average liquidity ratio for the year was well above the statutory
minimum of 25%.

Limits for liquidity ratio, loan-to-deposit ratio and other maturity positions
have been set to ensure that the Group is able to meet its funding requirements.
All limits are approved by the Executive Committee. Actual positions are
compared with the approved limits and monitored by the Asset and
Liability Management Committee.

A prudent level of realisable liquid assets is also maintained by the Group
to meet unexpected and material cash requirements. Stress testing on the
Group'’s liquidity position is regularly performed.

The tables on the following pages analyse the Group’s assets and liabilities

into relevant maturity groupings based on the remaining period at balance
sheet date to the contractual maturity date.

85



iR H i F#
NOTES TO THE ACCOUNTS
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2 Financial risk management (continued)
(f) Liquidity risk (continued)

AEE The Group
—@R =@R —=®MN
—@EB WEE MEE = Eog-3
EDEF{E FLUT =M@A —F hE PO 2]
Repayable Up to 1-3 3-12 15 Over HE BEt
on demand 1month  months  months years  5years Undated Total
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
R-O0®RE+—H At 31 December 2005
=+-8
BE Assets
EERERENES Cash and short-term funds 1,111,671 17,447,126 1,108,615 54,256 - - - 19,721,668
Placements with banks and
other financial institutions
e kR ES maturing between one
(—FE+HBREH) and twelve months - - 2,046,032 56,982 - - - 2,103,014
] Trade bills 11,952 66,312 57,397 4,263 - - 22,241 162,165
BAHZFHE Certificates of deposit held - - 155837 106,815 588,143 47,562 - 898,357
BIEEEH®RCE Trading securities - - 140,873 62,992 125,774 50,666 132,627 512,932
Derivative financial
MESETH instruments - 3,869 2,923 502 48,221 1,184 - 56,699
DIAFEEEABEKE Financial assets at fair value
CERMEE through profit or loss - 851 92,987 309,906 3,289,609 204,322 - 3,897,675
n it R Available-for-sale securities - — 190,541 1,852,687 1,304,349 42,963 377,240 3,767,780
R ERHE Held-to-maturity securities - 712,010 439,425 800,651 1,282,137 72,714 - 3,306,937
B R H A E Advances and other accounts447,898 912,289 1,228,026 5,526,467 13,609,255 14,881,131 550,349 38,155,415
Interests in jointly controlled
e 7] 2 ] e 9 entities - - - - - - 105578 105,578
W N FIREL Interests in associates - - - - - - 3,540 3,540
THRE Fixed assets - - - - - - 1,780,290 1,780,290
FH & 4 it 2 Interests in leasehold land - - - - - — 249,688 249,688
B Total assets 2,571,521 19,142,457 5,462,656 8,775,521 20,247,488 15,300,542 3,221,553 74,721,738
=R Liabilities
Deposits and balances of
banks and other
EEX24 financial institutions 266,319 1,993,748 77,551 - - - - 2,337,618
TEEET AR Trading liabilities - 887,215 79,591 - 1,085 - - 967,891
Derivative financial
ST H instruments - 2,585 3,224 15,229 127,750 6,768 - 155,556
Financial liabilities at
DL EEEEAE R IR fair value through
CERE & profit or loss - 313,488 825,138 753,567 468,701 - - 2,360,894
Ea=RcE¢ Deposits from customers 14,131,537 29,499,888 9,106,301 1,504,690 63,624 - — 54,306,040
Certificates of deposit
BT RS issued - - 149,993 149,927 1,617,133 - - 1,917,053
H o B IE R FE R Other accounts and accruals 327,271 588,765 176,828 357,161 508,398 291,687 290,109 2,540,219
e i Total liabilities 14,725,127 33,285,689 10,418,626 2,780,574 2,786,691 298,455 290,109 64,585,271
REHESEETE Net liquidity gap (12,153,606) (14,143,232) (4,955,970) 5,994,947 17,460,797 15,002,087 2,931,444 10,136,467

86




