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The following information is disclosed as part of the accompanying information
to the accounts and does not form part of the audited accounts.

1 Capital adequacy and liquidity ratios

2005 2004

Capital adequacy ratio 17.6% 20.5%

Adjusted capital adequacy ratio 17.6% 20.5%

Liquidity ratio 48.0% 53.4%

The capital adequacy ratio represents the consolidated ratio of the Bank
and certain subsidiaries, as specified by the Hong Kong Monetary Authority
as at 31 December computed in accordance with the Third Schedule of the
Hong Kong Banking Ordinance.

The adjusted capital adequacy ratio represents the consolidated ratio of the
Bank and certain subsidiaries, as specified by the Hong Kong Monetary
Authority as at 31 December computed in accordance with the guideline
of “Maintenance of Adequate Capital Against Market Risks” issued by the
Hong Kong Monetary Authority taking into account both credit risk and
market risk.

The liquidity ratio is calculated as the simple average of each calendar
month’s average consolidated liquidity ratio for the year calculated for the
Bank and a subsidiary as specified by the Hong Kong Monetary Authority
during the year in accordance with the Fourth Schedule of the Hong Kong
Banking Ordinance.
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2 Components of capital base after deductions

The capital base after deductions used in the calculation of the above capital
adequacy ratio as at 31 December and reported to the Hong Kong Monetary
Authority is analysed as follows:

2005 2004
HK$’000 HK$’000

Core capital:
Paid up ordinary share capital 1,160,951 1,160,951
Reserves 5,743,584 5,782,946

6,904,535 6,943,897

Supplementary capital:
Reserves on revaluation of land and

interests in land 824,416 824,416
Collective impairment allowances for

impaired assets and regulatory reserve 363,089 –
General provisions for doubtful debts – 368,175
Reserves on revaluation of holding of

securities not held for trading purposes 16,869 45,916

Gross value of supplementary capital 1,204,374 1,238,507

Eligible value of supplementary capital 1,204,374 1,238,507

Total capital base before deductions 8,108,909 8,182,404

Deductions from total capital base (397,963) (396,991)

Total capital base after deductions 7,710,946 7,785,413

The components of capital base after deductions include those of the Bank and
certain subsidiaries, as specified by the Hong Kong Monetary Authority, and are
determined in accordance with the Third Schedule of the Hong Kong Banking
Ordinance.
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3 Currency concentrations

The US dollar net position constitutes 10% or more of the total net position in all
foreign currencies and is reported in Hong Kong dollar equivalent as follows:

�� 
The Group

2005 2004
HK$’000 HK$’000

��
Restated

Spot assets 17,359,236 18,430,386
Spot liabilities (16,249,387) (15,835,328)
Forward purchases 620,695 175,107
Forward sales (60,941) (257,335)
Net option position 8,887 7,235

Net long position 1,678,490 2,520,065

Net structural position 67,469 67,635

The net option position is calculated based on the model user approach set out in
the prudential return “Foreign Currency Position” issued by the Hong Kong
Monetary Authority.

4 Segmental information

(a) Gross advances to customers by industry sectors
�� 

The Group
2005 2004

HK$’000 HK$’000
Loans for use in Hong Kong

Industrial, commercial and financial
Property development 3,209,419 1,934,882
Property investment 8,889,515 5,849,464
Financial concerns 435,494 276,292
Stockbrokers 2,257 3,828
Wholesale and retail trade 413,768 425,941
Manufacturing 469,464 477,463
Transport and transport equipment 1,304,236 1,093,448
Others 3,441,451 3,667,655

Individuals
Loans for the purchase of flats in the

Home Ownership Scheme, Private
Sector Participation Scheme and
Tenants Purchase Scheme 2,272,313 2,292,527

Loans for the purchase of other
residential properties 10,639,364 9,744,431

Credit card advances 573,860 320,798
Others 1,409,457 1,163,558

Trade finance 570,760 438,845

33,631,358 27,689,132

Loans for use outside Hong Kong 3,224,189 3,454,856

36,855,547 31,143,988
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4 Segmental information (continued)
(b) Geographical analysis of gross advances to customers, overdue advances and

impaired loans/non-performing loans

The following geographical analysis of gross advances to customers, overdue
advances and impaired loans/non-performing loans is based on the location of the
counterparty, after taking into account the transfer of risk in respect of such
advances where appropriate.

�� 
The Group

2005 2004
HK$’000 HK$’000

Gross advances to customers
– Hong Kong 35,321,082 29,769,742
– Other areas 1,534,465 1,374,246

36,855,547 31,143,988

Overdue advances
– Hong Kong 184,723 172,083

Impaired loans
– Hong Kong 247,248 –

Non-performing loans
– Hong Kong – 258,067

(c) Cross-border claims

The Group analyses cross-border claims by exposures to foreign counterparties on
which the ultimate risk lies, and is derived according to the location of the
counterparties after taking into account any transfer of risk.  The transfer of risk
from one country to another is recognised if the claims against a counterparty are
guaranteed by another party in a different country or if the claims are on an
overseas branch of a bank whose head office is located in a different country.
Those areas which contribute 10% or more of the aggregate cross-border claims
are as follows:

�� 
The Group

�� !"
�� !

Banks and �� !
other Public

financial sector �� ��
institutions entities Others Total

HK$’000 HK$’000 HK$’000 HK$’000
2005
Asia Pacific excluding

Hong Kong 6,383,983 52,369 1,910,649 8,347,001
North and South America 2,163,512 1,609,305 1,649,587 5,422,404
Europe 14,316,823 – 395,481 14,712,304

2004
Asia Pacific excluding

Hong Kong 11,481,596 53,795 2,353,573 13,888,964
North and South America 1,247,365 2,145,846 2,975,388 6,368,599
Europe 12,706,818 – 399,918 13,106,736
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5 Overdue and rescheduled assets

(a) Overdue advances

The Group’s overdue advances to customers are analysed as follows:

2005 2004
�� !" �� !"

�� !"# �� !"#
% of total % of total

advances to advances to
HK$’000 customers HK$’000 customers

Gross amount of advances which
have been overdue for:
– Six months or less, but over

  three months 79,959 0.21 61,219 0.20
– One year or less, but over six

  months 35,830 0.10 32,119 0.10
– Over one year 68,934 0.19 78,745 0.25

184,723 0.50 172,083 0.55

Secured overdue advances 127,878 116,175
Unsecured overdue advances 56,845 55,908

184,723 172,083

Market value of collateral held
against the secured overdue
advances 175,155 190,576

Individual impairment
allowances made 58,412 –

Specific provisions made – 57,531

At 31 December 2005 and 31 December 2004, there were no advances to banks and other
financial institutions which were overdue for over three months.
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5 Overdue and rescheduled assets (continued)

(b) Other overdue assets

The Group’s other overdue assets are analysed as follows:

2005 2004
�� ! �� !

�� ! Accrued �� ! Accrued
Tr ade bills interest Trade bills interest

HK$’000 HK$’000 HK$’000 HK$’000
Gross amount of other assets

which have been overdue for:
– Six months or less, but over

   three months 6,855 1,301 – 659
– One year or less, but over six

   months 520 2,458 – 506
– Over one year – 9,952 – 1,163

7,375 13,711 – 2,328

(c) Rescheduled advances

The Group’s rescheduled advances (net of those which have been overdue for over three
months and reported in item (a) above) are as follows:

2005 2004
�� !" �� !"

�� !"# �� !"#
% of total % of total

advances to advances to
HK$’000 customers HK$’000 customers

Rescheduled advances to
customers 125,244 0.34 268,599 0.86

At 31 December 2005 and 31 December 2004, there were no rescheduled advances to
banks and other financial institutions.

(d) Repossessed assets
�� 

The Group
2005 2004

HK$’000 HK$’000

Market value of repossessed assets 7,550 14,270
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