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1 Basisof preparation and accounting policies

These unaudited consolidated condensed interim accounts are prepared in
accordance with Hong Kong Statement of Standard Accounting Practice
(“SSAP") 25, “Interim Financial Reporting”, issued by the Hong Kong
Society of Accountantsin December 2001 and should be read in conjunction
with the 2002 annual financial statements.

The accounting policies and methods of computation used in the preparation
of these condensed interim accounts are consistent with those adopted in
the preparation of the Bank’s annual statutory accounts for the year ended
31 December 2002 except that the Group has changed its accounting policy
in relation to the accounting for deferred taxation following its adoption of
SSAP 12 “Income taxes’, issued by the Hong Kong Society of Accountants
which is applicable to the Group for accounting periods commencing on or
after 1 January 2003.

Following the adoption of SSAP 12, which became effective on 1 January
2003, deferred taxation is recognised in full, using the liability method, for
all temporary differences between the carrying amounts of assets and
liahilities in the balance sheet and the corresponding tax bases used in the
computation of taxable profit. Deferred tax assets are recognised to the
extent that it is probable that future taxable profit will be available against
which the temporary differences can be utilised. Taxation rates enacted or
substantively enacted by the balance sheet date are used to determine
deferred taxation.

In prior years, deferred taxation was accounted for at the current taxation
ratein respect of timing differences between profit as computed for taxation
purposes and profit as stated in the accounts to the extent that aliability or
an asset was expected to be payable or recoverable in the foreseeable
future. Deferred tax assets were not recognised unless their realisation was
assured beyond reasonable doubt.

The above change in accounting policy has been applied retrospectively so
that the comparative figures presented have been restated to reflect the
above changes accordingly.

The opening total equity at 1 January 2003 and 1 January 2002 have been
increased by HK$48,115,000 and HK$43,987,000 respectively, which
represent the unrecognised net deferred tax assets. This changein accounting
policy has resulted in an increase in deferred tax assets and a decrease in
deferred tax liabilities at 30 June 2003 by HK$33,470,000 (31 December
2002: HK$32,002,000) and HK$14,074,000 (31 December 2002:
HK$16,113,000) respectively. The profit and amount charged directly to
equity for the six months ended 30 June 2003 have been increased
by HK$5,708,000 (30 June 2002: HK$3,021,000) and HK$6,279,000
(30 June 2002: HK$318,000) respectively.
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2 Other operating income
HENA=THLEARER
Six months ended 30 June

2003 2002
HK$ 000 HK$ 000
Fees and commission income 103,607 120,269
Less: fees and commission expenses (43,399) (61,819)
Net fees and commission income 60,208 58,450
Net income from insurance business 51,744 34,967
Net gain/(loss) from trading securities 6,920 (2,994)
Net gain/(loss) arising from derivative
products 8,402 (560)
Net gain from foreign exchange trading 42,792 38,898
Others 57,042 55,150
227,108 183,911

3 Operating expenses
#EAB=1tHLNER
Six months ended 30 June
2003 2002
HK$ 000 HK$ 000

Staff costs
— Salaries and other costs 156,400 150,941
— Retirement benefit costs 6,547 4,923
Depreciation 32,168 31,317
Others 71,809 81,432
266,924 268,613
4 Taxation
B#EANB=THLAEAR
Six months ended 30 June
2003 2002
HK$ 000 HK$ 000
Hong Kong profits tax 70,531 66,009
Overseas taxation 2,205 2,532
Deferred taxation (7,729) (3,021)
65,007 65,520
Share of taxation attributable to jointly
controlled entities 158 149
65,165 65,669

Hong Kong profits tax has been provided at the rate of 17.5% (2002: 16%) on
the estimated assessable profits for the period. In 2003, the Government
enacted a change in the profits tax rate from 16% to 17.5% for the fiscal year
2003/2004.

Taxation on overseas profits has been calculated on the estimated assessable
profits for the period at the rates of taxation prevailing in the countriesin which
the Group operates.
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5 Dividends

BESNB=1+HWL AR
Six months ended 30 June

2003 2002
HK$ 000 HK$ 000
2002 Final dividend, paid, of HK$0.93
(2001: HK$0.93) per share 215,937 215,937
2002 Bonus dividend, paid, of HK$0.20
(2001: Nil) per share 46,438 -
262,375 215,937
2003 Interim dividend, declared on
20 August 2003, of HK$0.38
(2002: HK$0.33) per share 88,232 76,623

At a meeting held on 20 August 2003, the directors declared an interim
dividend of HK$0.38 per share. This interim dividend is not reflected as a
dividend payable in these accounts, but will be reflected as an appropriation of

retained earnings for the year ending 31 December 2003.

6 Earningsper share

The calculation of earnings per share is based on the Group’s profit
attributable to shareholders of HK$390,646,000 (2002: HK$384,825,000)
and 232,190,115 (2002: 232,190,115) shares in issue during the period.

7 Cash and short-term funds

30/6/2003  31/12/2002
HK$ 000 HK$ 000

Cash and balances with banks and
other financial institutions 650,978 602,513
Money at call and short notice 11,674,376 10,632,240

Treasury bills (including Exchange
Fund Bills) 2,929,521 1,487,928
15,254,875 12,722,681

An analysis of treasury bills held is as follows:

30/6/2003  31/12/2002
HK$ 000 HK$ 000
Unlisted trading securities, at fair value 2,929,521 1,487,928
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Certificates of deposit held

Held-to-maturity, at amortised cost:
— Unlisted

Trading securities, at fair value:
— Unlisted

Non-trading securities, at fair value:
— Unlisted

Trading securities

At market value:

Debt securities
— Listed in Hong Kong
— Listed outside Hong Kong
— Unlisted

Equity securities
— Listed in Hong Kong
— Listed outside Hong Kong
— Unlisted

Equity investment fund
— Listed in Hong Kong

Trading securities are analysed by issuer as follows:

Central governments and central banks

Public sector entities
Banks and other financial institutions
Corporate entities

30/6/2003  31/12/2002
HK$ 000 HK$ 000
1,498,048 1,276,865
49,927 -
886,341 1,408,053
2,434,316 2,684,918
30/6/2003  31/12/2002
HK$ 000 HK$ 000
344,000 212,417
430,882 432,208
257,324 178,022
1,032,206 822,647
48,640 53,232
215 199

- 6

48,855 53,437
12,147 11,848
1,093,208 887,932
30/6/2003  31/12/2002
HK$ 000 HK$ 000
772,824 644,625
257,507 178,187
16,387 15,408
46,490 49,712
1,093,208 887,932
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() ERHEE 10 Held-to-maturity securities
30/6/2003  31/12/2002
HK$ 000 HK$ 000
I ERES SR A Listed debt securities, at amortised cost:
-&E LW — Listed in Hong Kong 326,382 326,217
— g4 B — Listed outside Hong Kong 1,646,659 1,786,536
1,973,041 2,112,753
JEETEBESRZEHEERA Unlisted debt securities, at amortised cost 6,068,214 4,929,196
8,041,255 7,041,949
WAE Y & Provision for diminution in value (11,450) (46,510)
8,029,805 6,995,439
FrHiEBESRTHE Market value of listed debt securities 2,065,237 2,257,012
BEEMES HBT AL Held-to-maturity securities are analysed by issuer as follows:
30/6/2003  31/12/2002
HK$ 000 HK$ 000
o BRF R R O SR AT Central governments and central banks 49,786 77,527
NG Y Public sector entities 234,085 54,624
SRIT R E A 4 Bl g Banks and other financial institutions 6,314,317 4,871,164
e Corporate entities 1,443,067 2,038,634

8,041,255 7,041,949
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(b)

Advances and other accounts

Advances and other accounts

Advances to customers

Provision for bad and doubtful debts
— General
— Specific

Accrued interest
Provision for bad and doubtful debts
— Specific

Advances to banks and other financial
institutions

Other accounts

Deferred tax assets

Non-performing loans

30/6/2003  31/12/2002
HK$000  HK$000
29,996,084 30,040,641
(453,993)  (453,940)
(252,346)  (257,928)
29,280,745 29,328,773
169,993 167,507
(1,399) (2,607)
168,594 164,900
29458339 29,493,673
- 3,119
1,382,265 779,201
33,470 32,002
30,874,074 30,307,995

The gross amount of non-performing loans, which represents advances on
which interest is being placed in suspense or on which interest accrual has

ceased, is analysed as follows:

Non-performing loans
Percentage of total advances to customers

Specific provisions made in
respect of such advances

Amount of interest in suspense

EFEX

Advances to customers
30/6/2003 31/12/2002
HK$ 000 HK$ 000
774,967 689,041
2.58% 2.29%
235,095 231,865
45,347 42,991

At 30 June 2003 and 31 December 2002, there were no non-performing loans

in respect of advances to banks and other financial institutions.

The above specific provisions were made after taking into account the value

of collateral in respect of such advances.

15
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(FD)EBEERAEES 12 Non-trading securities
30/6/2003  31/12/2002
HK$'000 HK$'000
INEAEAE At fair value:
& 7835 2% Debt securities
2 - W] — Listed in Hong Kong 315,980 308,611
Y Wi — Listed outside Hong Kong 886,085 40,040
1,202,065 348,651
—-JE kT — Unlisted 1,149,241 956,133
2,351,306 1,304,784
JBe 4 Equity securities
2 - W] — Listed in Hong Kong 92,451 89,914
—-JE kT — Unlisted 35,942 35,943
128,393 125,857
R g S Equity investment fund
2 - W] — Listed in Hong Kong 15,566 15,162
2,495,265 1,445,803
ikt Lkl Market value of listed securities 1,310,082 453,727
EEEEE R HE S HBT AR Non-trading securities are analysed by issuer as follows:
30/6/2003  31/12/2002
HK$'000 HK$'000
o R R TS8R AT Central governments and central banks 446,950 269,465
N2 Public sector entities 238,735 315,179
SRAT K H At 4 milb e i Banks and other financial institutions 1,688,672 743,011
e 3 Corporate entities 120,908 118,148
2,495,265 1,445,803
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13 Fixed assets

14

15

REME BEREE
EE Investment Furniture& &t
Premises  properties  equipment Total
HK$ 000 HK$ 000 HK$ 000 HK$ 000
Net book value at
1 January 2003 464,569 909,210 134,174 1,507,953
Additions - - 6,793 6,793
Disposals - - (1,571) (1,571)
Depreciation (6,102) - (26,066) (32,168)
Net book value at
30 June 2003 458,467 909,210 113,330 1,481,007
Deposits from customers
30/6/2003  31/12/2002
HK$ 000 HK$ 000
Demand deposits and current accounts 2,408,142 2,272,835
Saving deposits 10,674,976 9,017,571
Time, call and notice deposits 37,000,810 37,363,350
50,083,928 48,653,756
Other accounts and provisions
30/6/2003  31/12/2002
HK$ 000 HK$ 000
Provision for deferred taxation 554 536
Short positions in Exchange Fund Bills
and Notes, at market value:
— Listed, trading 9,366 11,955
— Unlisted, trading 2,056,949 724,461
— Listed, non-trading 1,352 327
2,067,667 736,743
Others 2,283,436 1,244,641
4,351,657 1,981,920
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16 Maturity profile

At 30/6/2003

=EAN —&#HE
tE-% ELE
=B Oneyear Five
T or less years
=2 Three  but over orless HENE EHH
Repayable  months three  but over Over B a8t
on demand orless  months oneyear fiveyears Undated Total
HK$000 HK$000 HK$000 HK$H000 HK$000 HK$000 HKS$ 000
Assets
Cash and short-term
funds 641,388 13,688,454 925,033 - - — 15,254,875
Placements with banks
and other financia
institutions maturing
between one and
twelve months — 4909115 308,811 - - - 5,217,926
Certificates of deposit held - 562720 286,138 1,585,458 - - 2,434,316
Debt securities included in:
— Held-to-maturity
securities - 3548602 1,123,181 3,220,087 130,324 19,061 8,041,255
— Trading securities - — 144156 888,050 - — 1,032,206
— Non-trading securities - - 297,304 1,977,575 76,427 - 2,351,306
Advances to customers 1,262,816 1,963,099 2,786,859 11,607,981 11,438,780 936,549 29,996,084
1,904,204 24,671,990 5,871,482 19,279,151 11,645531 955,610 64,327,968
Liabilities
Deposits and balances
of banks and other
financia institutions 423,586 1,348,802 77,982 - - - 1,850,370
Deposits from customers 13,083,118 35,440,631 1,346,553 213,626 - — 50,083,928
Certificates of deposit
issued — 100,000 1,140,552 1,395,000 - - 2,635,552
Short positionsin
Exchange Fund Bills
and Notes — 1561,058 496,407 10,202 - - 2,067,667
13,506,704 38,450,491 3,061,494 1,618,828 - — 56,637,517




(+X)EEBE 24 (#E) 16 Maturity profile (continued)

R=-00=& At 31/12/2002
+ZB=+—H
ZEAM —FME
LE-—% ELEF
=B Oneyear Five
g UT or less years
EEHE R Three  but over orless HENE EEH
Repayable  months three  but over Over =i aEt
on demand or less  months oneyear fiveyears Undated Total
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$ 000
BE Assets
Cash and short-term
EEH S REHES funds 565,895 11,789,124 367,662 - - - 12,722,681
Placements with banks
and other financial
institutions maturing
& W R between one and
(—ZF+ @B AT  twevemonths — 4,051,356 946,709 - - — 4,998,065
A7 Certificates of deposit held — 427237 1,026,514 1,231,167 - - 2,684,918
BB Debt securities included in:
— Held-to-maturity
— R TS securities — 3083467 864,131 2,897,293 126525 70,533 7,041,949
- HEEE RS — Trading securities - 33972 102545 686,130 - - 822,647
- JEEEEE RS — Non-trading securities - - 438113 866,671 - - 1,304,784
= EEH Advances to customers 1,294,112 1,752,479 2,805,193 11,934,106 11,448,961 805,790 30,040,641
Advances to banks and
other financial
EE3=¢4 ingtitutions - - - 3,119 - - 3,119
1,860,007 21,137,635 6,550,867 17,618,486 11,575,486 876,323 59,618,804
=0 Liabilities
Deposits and balances
of banks and other
EEZ21¢ financial institutions 74,708 956,718 - - - — 1,031,426
B E{EE Deposits from customers 11,290,406 35,687,475 1,472,303 203,572 - — 48,653,756
Certificates of deposit
BT R issued - — 660,000 1,395,000 - — 2,055,000
Short positionsin
R ZNERS TSR Exchange Fund Bills
% and Notes — 555340 169,627 11,776 - - 736,743
11,365,114 37,199,533 2,301,930 1,610,348 - — 52,476,925
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Share capital
30/6/2003  31/12/2002
HK$ 000 HK$ 000
Authorised:
300,000,000 shares (2002: 300,000,000 shares)
of HK$5 each 1,500,000 1,500,000
Issued and fully paid:
232,190,115 shares (2002: 232,190,115 shares)
of HK$5 each 1,160,951 1,160,951
Reserves
ERE
/ES Eff
Investment BB
BARM  properties Investment L@fEH REDUF
Capital revaluation revaluation General Retained ait
reserve reserve reserve  reserve earnings Total
HK$000 HK$000 HK$000 HK$000 HK$000 HK$ 000
At 1 January 2003
as previously
reported 57,500 1,000,797 57,474 1,003,730 4,680,365 6,799,866
Effect of change
in accounting
policy on
deferred taxation - (1,504) 2,337 - 47282 48115
At 1 January 2003
as restated 57,500 999,293 59,811 1,003,730 4,727,647 6,847,981
Change in fair value
of non-trading
securities - - 39,509 - - 39,509
Disposal of
non-trading
securities - - 7,110 - - 7,110
Change in deferred
taxation - (147) (6,138) - - (6279)
Profit for the period - - - — 390,646 390,646
2002 Final & Bonus
dividends paid - - - - (262,375) (262,375)
At 30 June 2003 57,500 999,152 100,292 1,003,730 4,855,918 7,016,592
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18 Reserves (continued)
EMRE
/ES Eft
Investment BB
BAREM  properties Investment L@fEfE REUF
Capital revaluation revaluation General Retained &t
reserve reserve reserve  reserve earnings Total
HK$000 HK$ 000 HK$000 HK$000 HK$000 HK$ 000

At 1 January 2002

as previously

reported 57,500 1,058,778 68,934 1,003,730 4,215,293 6,404,235
Effect of change

in accounting

policy on

deferred taxation - (1,504) 155 - 45336 43,987

At 1 January 2002

as restated 57,500 1,057,274 69,089 1,003,730 4,260,629 6,448,222
Change in fair value

of non-trading

securities - - (10,267) - - (10,267)
Disposal of

non-trading

securities - - (1,193) - - (1,193
Deficit on revaluation - (57,981) - - - (57,981)
Change in deferred

taxation - - 2,182 - - 2,182
Profit for the year,

as restated - - - - 759,578 759,578
2001 Final

dividend paid - - - — (215,937) (215,937)
2002 Interim

dividend paid - - - - (76,623) (76,623)
At 31 December

2002 57,500 999,293 59,811 1,003,730 4,727,647 6,847,981

(@) TheGroup's capital reserve was set up in relation to the capitalisation by certain subsidiaries
of their retained earnings for the issue of new shares to the Bank.

(b) The general reserve is comprised of the previous years' transfers from retained earnings
and inner reserve.

(c) The directors declared an interim dividend of HK$88,232,000 (2002: final dividend of
HK$215,937,000 and bonus dividend of HK$46,438,000) after the period end which will
be deducted as an appropriation of retained earningsin the year ending 31 December 2003
(note 5).
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(b)

Off balance sheet exposures

Contingent liabilities and commitments
The following is a summary of the contract amounts of each significant class
of contingent liabilities and commitments, and the aggregate credit risk weighted
amounts:
30/6/2003  31/12/2002
HK$ 000 HK$ 000
Contract amount

Direct credit substitutes 488,183 1,140,561
Transaction-related contingencies 18,394 18,697
Trade-related contingencies 354,322 421,063
Other commitments with an original

maturity of

— under one year or which are

unconditionally cancellable 5,981,040 5,808,049
—one year and over 2,850,607 2,814,722

9,692,546 10,203,092

Credit risk weighted amount 1,774,190 2,434,314

Derivatives

The following is a summary of the notional contract amounts, credit risk
weighted amounts and replacement costs of each significant type of derivatives,
without taking into account the effect of bilateral netting arrangements:

30/6/2003  31/12/2002
HK$ 000 HK$ 000
Contract amount
Exchange rate contracts
Forward contracts

— Hedging 780,058 974,477
— Trading 288,482 138,786
Options written

— Trading 1,118,480 902,833
Options purchased

— Trading 992,460 823,020

3,179,480 2,839,116

Interest rate contracts

Futures contracts

— Trading 1,100,000 675,000
Interest rate swaps

—Hedging 1,619,603 1,692,978
— Trading 38,992 —

2,758,595 2,367,978

Equity contracts
Options written

— Trading 354,389 565,201
Options purchased
— Trading 348,902 552,096

703,291 1,117,297

6,641,366 6,324,391
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Off balance sheet exposures (continued)
Derivatives (continued)

The trading transactions include positions arising from the execution of trade
orders from customers or transactions taken to hedge these positions.

30/6/2003  31/12/2002
HK$ 000 HK$ 000

Credit risk weighted amount
Exchange rate contracts 10,521 8,300
Interest rate contracts 3,119 6,714
Equity contracts 11,650 17,081
25,290 32,095

Replacement cost

Exchange rate contracts 6,135 3,955
Interest rate contracts 4,222 8,806
Equity contracts 2,366 1,036
12,723 13,797

The contract amounts of these instruments indicate the volume of transactions
outstanding as at the balance sheet date and they do not represent amounts at
risk.

The credit risk weighted amounts are the amounts which have been cal culated
in accordance with the Third Schedule of the Hong Kong Banking Ordinance
and guidelines issued by the Hong Kong Monetary Authority. The amounts
calculated are dependent upon the status of the counterparty and the maturity
characteristics of each type of contract.

Replacement cost is the cost of replacing all contracts which have a positive
value when marked to market (should the counterparty default on its obligations)
and is obtained by marking to market contracts with a positive value.
Replacement cost is a close approximation of the credit risk for these contracts
at the balance sheet date.

Capital and lease commitments

Capital commitments

30/6/2003  31/12/2002

HK$ 000 HK$ 000

Contracted but not provided for 29,260 23,561
Authorised but not contracted for 8,063 8,294
37,323 31,855
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(ZH)EARRBEHAE(E) 20 Capital and lease commitments (continued)

Z -~ H&RE (b) Lease commitments
RZOO=Z=#AH=+HERZOOZ%# At 30 June 2003 and 31 December 2002, the Group had the following future
TZH=+—H  AEEREZAH aggregate minimum lease payments under non-cancellable operating leases:
W REHE > R AR REHER
EMEWT -

30/6/2003  31/12/2002
HK$ 000 HK$ 000

T R M Land and buildings
-H—HN — Not later than one year 8,272 8,020
— Later than one year and not later than
- B ERAFEN five years 22,736 22,209
- AFELE — Later than five years 2,050 4,510
33,058 34,739
(Z+ ) HticEHERH 21 Other operating lease arrangements
RZOO=ZFEAH=ZFTHIKZ=_OOF At 30 June 2003 and 31 December 2002, the Group had contracted with
FTZH=+—H > AEEEAEREZ tenants for the following future minimum |ease receivables:

R do (K B E KRR AT
30/6/2003  31/12/2002
HK$000  HK$000

Tt R M Land and buildings
- H—HRN — Not later than one year 72,145 77,466
— Later than one year and not later than
-E_BEREN five years 51,083 67,005
123,228 144,471
(ZT+HI)EFEBERRZEE 22 Assets pledged as security
H s RZOO=ZFEAH=+H  —%h%{E (a8 At 30 June 2003, a certificate of deposit of US$7,200,000 (equivalent
ELTLH - TEL(ZREBELTAE to HK$56,147,000; 31 December 2002: US$7,200,000, equivalent to
—+ELETIE —_O0O-H+-H= HK$56,151,000) has been pledged to the Office of the Comptroller of Currency
T—HRETLEE - TEIT - ZEER of the United States of America as a statutory deposit for the Bank’s branch
ATFAEH—THE T ZFHED in Los Angeles.
AP R B E I - FRATTIRE
BT B E
Z -~ RZOO=FAH=+H  #%EE&&E (b) At 30 June 2003, Hong Kong Exchange Fund Bills and Notes totalling
ot =T EN e E—F oo HK $2,434,441,000 (31 December 2002: HK $1,084,976,000) which are mainly
(ZOOZHE+ZH=+—HREB% T included in “ Cash and short-term funds’ (note 7), have been pledged to secure
EEATHE LT EEANTIO) R IME the Bank’s short positions in Exchange Fund Bills and Notes under sale and
BeEBRES  BRERTREHNE repurchase agreements entered into by the Bank in the normal course of its
e T B e S 0o 22 o2 A1 5 < B9 e business (note 15).

FOERGHIO) I EE R - E R
Tt IR B B GETT - MBI
HMHE S & BB R o E R AT AR
Aekm#ES GER(L) A
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activities before taxation

Operating profit

Charge for bad and doubtful debts

Depreciation

Amortisation of premium on non-trading
securities and held-to-maturity securities

Income from non-trading securities and
held-to-maturity securities

Interests and dividends received on
non-trading securities and
held-to-maturity securities

Change in money at call and short notice

Change in treasury bills maturing beyond
three months

Change in placements with banks and
other financia institutions maturing
beyond three months

Change in trade bills

Change in certificates of deposit held
maturing beyond three months

Change in trading securities

Change in advances and other accounts

Change in deposits and balances of banks
and other financial institutions maturing
beyond three months

Change in deposits from customers

Change in certificates of deposit issued

Change in other liabilities

Net cash inflow from operating activities
before taxation

23 Notes to condensed consolidated cash flow statement

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

BESNB=1+HWLA AR
Six months ended 30 June

2003 2002
HK$000  HK$000
472,723 447,707
52,211 65,786
32,168 31,317
3,914 1,898
(191,668)  (166,477)
122,844 111,524
788,137 868,007
(406,829) 1,936,166
421288 2,634,971
(38,753) 6,290
133,893 (173,362)
(205,005) 26,008
(614,912)  (2,086,809)
77,983 65,925
1,430,172 (955,075)
580,552 537,000
1711535  (1,445332)
4,370,253 1,905,544

25



P B o 0 H it RE

NOTES TO CONDENSED INTERIM ACCOUNTS

(Z+=)EHEGRERERERIEE)

- BRERFEFAAEHEBZHEHIN

JeE 17 3 < B A7 TR 3%

A TR 5

TE W R 36 R BV HAE = A W)
BB % (I 2 HAE =18 H M)
RFAECESTEREHHE=MHR)

W22 O HE A B AR I AR R

R SEfF A (R B HAE = AP

(Z+m)EREALTZRS

26

IR AT BGa A BE A £ R e A
AN LRI AT > i  IEH
HERTGETT - ZFAREALRATL
TETBABREEREE  LHFER
FFE AL ST T E AR E
HZrF - RZOO=ZFAA=ZFTHRK
OO0 A= —H > mERE
AT BT R E S BRI 52 77 3hS B
A R FZFEER R FTEMA LA
B A S A RIS HFESI AR

B 6 0 A
- 8%

- %

IR R EA TR A ERA

IRAE R E A FRC A E S

23 Notesto condensed consolidated cash flow statement (continued)

(b) Analysis of the balances of cash and cash equivalents

24

Cash and balances with banks and other
financial institutions

Money at call and short notice

Placements with banks and other
financial institutions with original
maturity within three months

Treasury bills with original maturity
within three months

Certificates of deposit held with original
maturity within three months

Short positions in Exchange Fund Bills
and Notes

Deposits and balances of banks and
other financial institutions with original
maturity within three months

Related party transactions

30/6/2003  30/6/2002
HK$000  HK$000
650,978 672,670
11,387,400 14,135,601
3,882,066 3,765,602
1,868,663 1,892,876
206,601 330,343
(1,109,836)  (2,811,187)
(1,772,387)  (1,419,909)
15,113,485 16,565,996

During the period, the Bank granted loans to and received deposits from
related parties in the normal course of its business. These related parties are
key management personnel of the Bank, close members of their families, and
companies controlled or significantly influenced by them. The aggregate
outstanding balance of the loans granted to and the deposits received from
related parties as at 30 June 2003 and 31 December 2002, and the interest
income and interest expense for the period on those loans granted and deposits

received are as follows:

Aggregate amounts outstanding at the
period end
—Loans

— Deposits

Interest income for the period on loans
to related parties

Interest expense for the period on deposits
from related parties

30/6/2003  31/12/2002
HK$ 000 HK$ 000

189,755 255,309
1,938,838 1,806,774

BESNB=+HWLN AR
Six months ended 30 June

2003 2002
HK$ 000 HK$ 000
3,219 12,934
12,805 21,005




(Z+R)PBHRSE
B BmEBED

25
@)

AR L B F SRR TSR - B
7 Ry T R A SERAT A R LM - F
B R AEFERIT U RBEERITRG - %

EEMHEZME -

A EESEH AR INE ~ xRl

5 REATHEFES - A5 EEURE

{UE S a8

BE-OO=#
AR=t+HLERER
SV PN =
—HREF
— H S
LISt g
—HREF
— H S

ERIISEION
HEIINREF
L Al I A
HEWA
B
TR # fif & il
8 A
oA R YE
8 3 i
BEREMKEL
(fE518) /M4

JEE £ S [ 2 70 5 9 e
L k- FAIat] 3o

B A AT di A1)/ (R 12D

NEEH

RZOO0=Z#F
AB=+H
DEE E
o=
EAR X

7 2R G b A e PR B S -

Six months ended
30 June 2003

Interest income from
— external customers
— other segments
Interest expense to
— external customers
— other segments

Net interest income
Other operating income

from external customers

Operating income
Operating expenses

Operating profit
before provisions

Charge for bad and
doubtful debts

Operating profit

(Loss)/gain on fixed
assets and investments

Share of net losses of
jointly controlled
entities and associates

Profit/(loss) before
taxation

Depreciation charge
At 30 June 2003
Segment assets

Segment liabilities
Capital expenditure

Segmental information

Class of business

The Group operates predominantly in commercial banking which comprises
retail and corporate banking, treasury and other activities. Retail and
corporate banking includes retail banking, commercial lending and trade
finance. Treasury activities include foreign exchange, money market and
capital market activities. Other activities mainly comprise investment
properties holding, securities brokerage and insurance related business.

BER
B ERIT
Retail and KD HE

cor porate g E Hith ¥ AEE
banking Treasury Others Unallocated Group
HK$000 HK$000 HK$000 HK$O000 HK$ 000
539,275 383,523 21,092 - 943,890
111,941 114,609 2,901 - 229,451
(116,579)  (262,512) (49) - (379,140)
(117,507)  (110,684) (1,260) - (229,451)
417,130 124,936 22,684 - 564,750
46,707 38,430 141,971 - 227,108
463,837 163,366 164,655 - 791,858
(163,639) (12,431) (43,768) (47,086)  (266,924)
300,198 150,935 120,887 (47,086) 524,934
(52,211) - - - (52,211)
247,987 150,935 120,887 (47,086) 472,723
(19,034) 768 4,729 (1,562) (15,099)
- - (1,813) - (1,813)
228,953 151,703 123,803 (48,648) 455,811
22,736 1,372 4,541 3,519 32,168
31,812,270 32,834,140 2,256,304 196,336 67,099,050
49,666,129 7,067,636 2,090,576 97,166 58,921,507
1,573 94 1,035 4,091 6,793
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(Z+H)PHBHE(E) 25 Segmental information (continued)

B REBER(E) (a) Class of business (continued)
TER
ERBRT
Retail and R4
cor porate FE Hip 3 AE£@E
banking Treasury Others  Unallocated Group
HK$000 HK$000 HK$O000 HK$000 HK$000
BE-OO0Z&E Six months ended
ANB=+HWHNRERB 30 June 2002
HEKRAKEH Interest income from
-INREF — external customers 624,453 381,282 21,069 — 1,026,804
— H b S — other segments 188,520 223,313 5,370 - 417,203
FIE AT Interest expense to
—IAEF —external customers  (195,126)  (233,434) (49) —  (428,609)
—H B — other segments (182,407)  (233,266) (1,530) - (417,203)
FHLE A Net interest income 435440 137,895 24,860 - 598195
REIMNAE S Other operating income
ZH MW A from external customers 44,382 27,092 112,437 - 183,911
E L UN Operating income 479,822 164,987 137,297 - 782106
LE &N Operating expenses (189,133) (11,603) (37,674) (30,203)  (268,613)
T 2 4 4 i Operating profit
p—= 331 before provisions 290,689 153,384 99,623 (30,203) 513,493
Charge for bad and
SRR g doubtful debts (65,786) - - - (65,786)
3 Operating profit 224,903 153,384 99,623 (30,203) 447,707
EEEERKELZ Gain/(loss) on fixed
Wtk /(s ) assets and investments 245 7,596 (14) (392) 7,435
Share of net losses of
JE A B P ) B A jointly controlled entities
& N E o F s and an associate - - (4,648) - (4,648)
Profit/(loss) before
IR EiEsF/(EBR) taxation 225,148 160,980 94,961 (30,595) 450,494
rEsE Depreciation charge 23,766 924 5,388 1,239 31,317
R=-Z00=—#& At 31 December 2002
+tZB=+-8H
o EE A Segment assets 32,280,759 26,780,379 2,474,964 194,932 61,731,034
o1 B fE Segment liabilities 48,401,419 3,552,825 1,714,601 53,257 53,722,102
NP3 Capital expenditure 38,869 1,930 15,217 7,627 63,643
Z ~ Biig g o (b) Geographical area
AL HE T EERBK The Group operates predominantly in Hong Kong. Less than 10% of the Group'sincome, profit,
R KEHEZEI assets, liabilities, contingent liabilities or commitments is attributable to the Group’s overseas
EBAEALE A operations.

Rl B~ FU0 -
AEBIRIEYRES
zt -
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