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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

BEZF— =N H = Hib A
for the six months ended 30 June 2013

AH=1HILXMHA

Six months ended 30 June

2013 2012
BT BT
HK$°000 HK$°000
Bt OREEN)  CRE®Z)
Notes  (Unaudited) (Unaudited)
FLEWA Interest income 762,101 782,675
FE S H Interest expense (286,363) (382,124)
FHLEUA Net interest income 6 475,738 400,551
B RMEWA Fee and commission income 140,228 122,059
BRI MESZH Fee and commission expenses (34,351) (30,182)
FER R AREWRA Net fee and commission income 7 105,877 91,877
F5N AR PR Ko 51 A FR SR Net (losses) gains on financial
ZEMTEZF (FEHR) 55 instruments at fair value through
profit or loss 8 (116,056) 28,358
IR 2 F () B Net (losses) gains on fair value hedge 8 (262) 727
HAth 22U A Other operating income 9 228,147 122,660
LW Operating expenses 10 (358,253) (387,075)
335,191 257,098
BCRE 2R Impairment allowances on
loans and advances
- HHE R - New allowances (28,269) (4,716)
- JRAB O] - Amounts reversed 10,677 39,148
(17,592) 34432
HE Y2 R s 2 R TR Net losses on disposal of
property and equipment (978) ®)
B BT B 2 TR R A Net gains on disposal of
available-for-sale securities 51 468
HEREYE RN FEHE Net gains on disposal of and
2R fair value adjustments on
investment properties 20 4,237 6,646
R 2 5] 2 S A Share of profits of associates 8,348 10,387
A A 25 A Profit before taxation 329,257 309,023
18 Taxation 12
- FHE - Hong Kong (43,691) (39,828)
- B5h - Overseas (9,093) (9,006)
- PRUEFIE - Deferred tax (166) (440)
(52,950) (49,274)
B g Al Profit for the period
- BRAAREBITHEA A - attributable to owners of the Bank 276,307 259,749
B A - FEAR Earnings per share - basic 13 HK$0.64 HK$0.60
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND

OTHER COMPREHENSIVE INCOME
BE —F—=FH=—HiL A
for the six months ended 30 June 2013

AH=1HiXMEA

Six months ended 30 June

2013 2012
BT BT
HK$’000 HK$°000

CREEE|Y) ORI
(Unaudited) (Unaudited)

WA Profit for the period 276,307 259,749
Hith 2 miizs Other comprehensive income
o REREN T R RE R ZIEE ¢ Items that may be reclassified
subsequently to profit or loss:
(R 7 54 2 S Exchange differences arising
on translation 8,268 (3,628)
S ] {H B A L\ S A Fair value (losses) gains on
Z (f&18) %F) available-for-sale securities
arising during the period (70,701) 66,158
Frefdilisi 28 N 5] 2 HoAth 2 Share of other comprehensive
(2H) s (expense) income of associates (230) 250
HH B Dk H B 3 2 1T 3L Amount reclassified to the
HE O BEEBEERS S8 profit or loss upon disposal of
available-for-sale securities (51) (468)
B E T &S Income tax effect relating to
Z SR & disposal of available-for-sale securities 8 77
B O] it Y s I N SRR B Income tax effect relating to fair value
Z RIS RRs B change of available-for-sale securities 11,873 (10,733)
WM HEA2m (1) W Other comprehensive (expenses) income
(F&fits) for the period (net of tax) (50,833) 51,656
N 2T R 4EEH Total comprehensive income for the period 225,474 311,405
WM 2GS SRR 7 Total comprehensive income for the period

attributable to:

KERITHER A Owners of the Bank 225474 311,405
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
H=F—=gAA=+A

as at 30 June 2013

I St U it S
~H=+H +ZH=+—H
30 June 2013 31 December 2012
BT b3
HK$°000 HK$°000
Bt CRBER) (88EH%)
Notes (Unaudited) (Audited)
i Assets
R & A E & Cash and short-term funds 15 11,960,197 17,331,877
T B2 5 o Ath B A A Placements with banks and
— &+ @A WEI 2308 other financial institutions
maturing between one to
twelve months 8,423,633 4,789,513
R TR Derivative financial instruments 16 107,669 187911
15 SR K 51 A fR 25 R Financial assets at fair value
ZERE through profit or loss 17 91,350 1,213,410
EIRE gt o Available-for-sale securities 17 4,567,204 4222217
FRIWHZ &% Held-to-maturity securities 17 11,556,974 9,600,020
B HA R IH Advances and other accounts 19 43,665,018 42,109,218
/NS Interests in associates 186,888 182,970
REME Investment properties 20 136,162 135,318
LY EY 4] Property and equipment 21 913,939 928,380
FafT L s Prepaid lease payments for land 22 2,417 2423
BERRTEE Deferred tax assets 27 1,475 1,502
[k Goodwill 11 50,606 50,606
e kil Total assets 81,663,532 80,755,365
fafd Liabilities - -
[] 2 K2 ELA U RS R (7 AR R 45 6 Deposits and balances of banks
and other financial institutions 2,080,049 1,843,477
Rl R T SR Financial assets sold under
repurchase agreements 23 437,349 433,681
EEFER Deposits from customers 24 68,755,915 67,508,748
frakas Certificates of deposit 25 177,511 667,636
eI E Derivative financial instruments 16 194,445 248,656
S fth PR v R £ B Other accounts and accruals 707,528 740,229
JE A RSERR Current tax liabilities 57,449 16,327
HEEAR Loan capital 26 1,794,150 1,898,957
MRAERIARE Deferred tax liabilities 27 11,832 23,574
A fHLEg Total liabilities 74,216,228 73,381,285
JBRASA TS AR & Equity attributable to
owners of the Bank
RA Share capital 217,500 217,500
fehith Reserves 7,229,804 7,156,580
A4 Total equity 7,447,304 7,374,080
B A Total liabilities and equity 81,663,532 80,755,365
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REZZ-=83A=+H
(REHEY)
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A 2 08 R B A
BENE IR —F B
70,712,000 e ZREBEF (%
—ZHENAZ+H : RERNE
e 48 283,000 7T ) °

HEREZ LT R & B R
EREMEZ ERREE#E
TR T A BT IR A AR
EREMRZER -

NEEEREUEEERERERNZ
e -

Wit BT
Notes  HK$'000

At 1 January 2013
Profit for the period

Other comprehensive
(expense) income
for the period

Total comprehensive
(expense) income
for the period

Final dividend for
financial year 2012 14

Earmark of retained
profits as regulatory
reserve

At 30 June 2013
(unaudited)

At 1 January 2012
Profit for the period

Other comprehensive
income (expense)
for the period

Total comprehensive
income (expense)
for the period

Final dividend for
financial year 2011 14

Release of regulatory
reserve to retained profits

At 30 June 2012
(unaudited)

[FZ3
Share
capital

Bt

Share
premium
LA
HKS$'000

A7500 1542817

217,500

1,542,817

217500 1542817

217,500

1542817

MO & & M R OHE 4R BB R

STATEMENT OF CHANGES IN EQUITY

BE —F =1 H="—H1LMAAH
for the six months ended 30 June 2013

B
Investment  JAB{E  WASTRAEG  hERhE (RETEA)

7% revaluation General Translation Regulatory Retained k|
Goodwill reserve - reserve reserve reserve  profits Total
AT BT BMT BMT BN BT BT
HK$000 HK$000 HK$°000 HK$'000 HK$'000 HK$000 HK$000

(182 187,327 1,388,500 26236 387,000 3,624,882 7,374,080

- - - - - 276307 276307
- (89,101 - 8,268 - - (50833)
- (89,101 - 8,268 - 276307 225474
- - - - - (152250) (152,250
- - - 36,000 (36,000) -

(182) 128226 1,388,500 34504 423,000 3,712939 7447304
(182) 33807 1,388,500 21,648 408,000 3260642 6,872,732
- - - - 259749 259,749

- 55,284 - (3.628) - - 51,65

- 55,284 - (3.628) - 259,749 311405
- - - - ~(152250)  (152,250)
- - - (12,0000 12,000 -

(182) 89,091 1,388,500 18020 396,000 3380,141 7031887

The retained profits of the Group included retained profits of HK$70,712,000 (30 June 2012: retained profits of
HK$48,283,000) retained by the associates of the Group.

The regulatory reserve is set up in compliance with the Hong Kong Monetary Authority’s requirements and is
distributable to the shareholders of the Bank subject to consultation with the Hong Kong Monetary Authority

(the “HKMA”™).

The general reserve comprises transfers from previous years’ retained profits.
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CONDENSED CONSOLIDATED STATEMENT OF CASH

B _—F— = H=—1HIAEA
for the six months ended 30 June 2013
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e
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FLOWS
AH=1HILAEH
Six months ended 30 June
2013 2012
BT BT
HK$°000 HK$°000
CRESHERR)  CRESHR)
(Unaudited) (Unaudited)
OPERATING ACTIVITIES
Profit before taxation 329,257 309,023
Adjustments for:
Net interest income (475,738) (400,551)
Net charge (reversal) of impairment allowances
on loans and advances 17,592 (34,432)
Net losses on disposal of property and equipment 978 8
Net gains on disposal of available-for-sale securities (51) (468)
Net gains on disposal of and fair value adjustments
on investment properties (4,237) (6,646)
Share of profits of associates (8,348) (10,387)
Net losses (gains) on fair value hedge 262 (727)
Dividend income from investments (5,246) (6,036)
Depreciation 27,787 29,175
Release of prepaid lease payments for land 33 33
Exchange adjustments 8,745 (5,170)
Operating cash flows before movements in
operating assets and liabilities (108,966) (126,178)
Decrease (increase) in operating assets:
Money at call and short notice with
original maturity over three months 1,332,145 263,579
Exchange fund bills with original maturity
over three months 50,028 (56)
Placements with banks and other financial
institutions with original maturity over
three months (4,116,070) (661,431)
Financial assets at fair value through
profit or loss 1,122,060 329,766
Bills receivable (76,519) 10,376
Trade bills (206,910) 101,568
Other advances to customers (3,149,892) 1,004,711
Advances to banks and other financial institutions 1,746,471 (2,152,219)
Other accounts 63,246 (72,184)
(Decrease) increase in operating liabilities:
Deposits and balances of banks and other
financial institutions with original maturity
over three months (771,531) 1,388,924
Financial assets sold under repurchase
agreements 3,668 (53,677)
Deposits from customers 1,247,167 193,295
Certificates of deposit (490,125) 70,015
Derivative financial instruments 39,156 (88,161)
Other accounts and accruals (13,113) 70,034
Cash (used in) generated from operations (3,329,185) 278,362
Hong Kong Profits Tax paid (2,486) (5,640)
Overseas tax paid 9,176) (9,006)
Interest received 641,460 622913
Interest paid (273,295) (324,545)
NET CASH (USED IN) FROM
OPERATING ACTIVITIES (2,972,682) 562,084
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BiE —F = A=A

i3

WeHTRT H H 8 2 3 e s R B E
ZiEFAFIE

WHURE 2R S

WSO Hh e 1 B 2 B S,
JEAR 2RI H 8%
BT
YNBSS
JE Il R 220 H > 357 s sor

HH 5 R Mt el T ik L 65 38555 P

HH IR RS R PRk
H SR E VRO
PR 2 Bl R
MR RS
BEER AL LT
SZATRRE
RS 2 BT R

FHE R FE S S E R

—H—HZ8&RFRGEEHE

ANA=ZVHZE SR FRESEE

R :

TR A7 35 < e A TSI 3 e FLAth P s A o

JEE R H DR =18 A 2 HR1 R R R

JEEZIH R =18 A Z YL &

JEEEHH DR =18 A 2 A7 BRI K

HAt P F5 B KR

JEEEHH DR =18 H 2 [5]38 5 HAth A 1%

PR TR R S R

Babes

INVESTING ACTIVITIES

Interest received on available-for-sale securities
and held-to-maturity securities

Dividends received on investments
Dividends received from associates
Purchase of held-to-maturity securities
Purchase of available-for-sale securities
Purchase of property and equipment

Proceeds from redemption of held-to-maturity
securities

Proceeds from sale and redemption of
available-for-sale securities

Proceeds from disposals of property and equipment
Proceeds from disposal of investment properties

NET CASH USED IN INVESTING
ACTIVITIES

FINANCING ACTIVITIES
Interest paid on loan capital
Dividends paid

NET CASH USED IN FINANCING
ACTIVITIES

NET DECREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT 1 JANUARY

CASH AND CASH EQUIVALENTS
AT 30 JUNE

Represented by:

Cash and balances with banks and
other financial institutions

Money at call and short notice with
original maturity of three months or less

Exchange fund bills with original maturity of
three months or less

Placements with banks and other financial
institutions with original maturity of three
months or less

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

for the six months ended 30 June 2013

ANHA=FHIEEA

Six months ended 30 June

2013 2012
BT BT
HK$°000 HK$°000

CREEH%) CREg®I%)
(Unaudited) (Unaudited)
170,783 112,589
5,246 6,036
4,200 -
(12,987,556) (10,512,040)
(535,943) (1,048,593)
(14,479) (62,141)
11,030,602 8,101,919
199 468
199 3
3,927 4316
(2,322,822) (3,397.443)
(31,806) (32,320)
(152,250) (152,250)
(184,056) (185,070)
(5,479,560) (3,020,429)
14,868,955 17,092,730
9,389,395 14,072,301
3,597,412 5,646,106
6,489,238 6,466,078
49,999 1,799,972
827,166 1,462,188
(1,574,420) (1,302,043)
9,389,395 14,072,301
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
#E —F—=FH=—HiL A

for the six months ended 30 June 2013

1. HBdHLAE 1. BASIS OF PREPARATION

A 6 B &% & 55 % T AR R 7 7R
& ot Rl & A 2 F R st AR
5340 Trhif Bwms ) RE&EE
I &2 A AR A S5 27 b i
Bk 16 H BRI B 88 > e g -

FEEBER

A 5 B 6% & U 55 S 2% DA AR 9% JBE o2
A Rl B - MBS R A
Efh TR FEEE - B -

BRIE AR - 828 T — =N
=+ H kR EA Z & & M
WHRE L -+ "H=+—H
REM 2 FEMBERE ZEHBOR
Kt FrT AR -

AR N - AHEMCE X
1 B g SR AR [ £ O & T
PRAH R b 7 8 & Bl SR Y
AR B R EEANERTA

R 13 0
N fE R

- HAGIEAE IR B
H A 2 1w s T H R 251

- EB B IREAERIGE 7 R0
1 B8 - HKPH G RhE A Rl
A Rk

B A g
5 5t B s R 45 o ) 4 2
CRTNER B RS

The condensed consolidated financial statements have been prepared in
accordance with Hong Kong Accounting Standard 34 (“HKAS 34”) “Interim
Financial Reporting” issued by the Hong Kong Institute of Certified Public
Accountants as well as the applicable disclosure requirements of Appendix 16
to the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared
on the historical cost basis except for investment properties and certain

financial instruments, which are measured at fair values, as appropriate.

Except as described below, the accounting policies and methods of
computation used in the condensed consolidated financial statements for
the six months ended 30 June 2013 are the same as those followed in the
preparation of the Group’s annual financial statements for the year ended

31 December 2012.

In the current interim period, the Group has applied, for the first
time, the following amendments to Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants that are relevant for the preparation of the Group’s

condensed cosolidated financial statements:

HKFRS 13 Fair Value Measurement;

* Amendments to HKAS 1 Presentation of Items of Other Comprehensive

Income;

* Amendments to HKFRS 7 Disclosures - Offsetting Financial Assets

and Financial Liabilities; and

* Amendments to HKFRSs Annual Improvements to HKFRSs 2009-
2011 Cycle

10
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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BE —F =1 H="—H1LMAAH
for the six months ended 30 June 2013

PRINCIPAL ACCOUNTING POLICIES - continued

HKFRS 13 Fair Value Measurement

The Group has applied HKFRS 13 for the first time in the current
interim period. HKFRS 13 establishes a single source of guidance for,
and disclosures about, fair value measurements, and replaces those
requirements previously included in various HKFRSs. Consequential
amendments have been made to HKAS 34 to require certain disclosures
to be made in the interim condensed consolidated financial statements.

The scope of HKFRS 13 is broad, and applies to both financial instrument
items and non-financial instrument items for which other HKFRSs
require or permit fair value measurements and disclosures about fair
value measurements, subject to a few exceptions. HKFRS 13 contains
a new definition for “fair value” and defines fair value as the price that
would be received to sell an asset or paid to transfer a liability in an
orderly transaction in the principal (or most advantageous) market at the
measurement date under current market conditions. Fair value under
HKFRS 13 is an exit price regardless of whether that price is directly
observable or estimated using another valuation technique. Also, HKFRS 13

includes extensive disclosure requirements.

In accordance with the transitional provisions of HKFRS 13, the Group
has applied the new fair value measurement and disclosure requirements
prospectively. Disclosures of fair value information of financial

instruments are set out in note 4.

Amendments to HKAS 1
Presentation of Items of Other Comprehensive Income

The amendments to HKAS 1 introduce new terminology for the ““statement
of comprehensive income” and the “income statement”. Under the
amendments to HKAS 1, a “statement of comprehensive income” is
renamed as a “statement of profit or loss and other comprehensive income”
and an “income statement” is renamed as a “statement of profit or loss”.
The amendments to HKAS 1 retain the option to present profit or loss
and other comprehensive income in either a single statement or in two

separate but consecutive statements.

11
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
#E —F—=FH=—HiL A

for the six months ended 30 June 2013
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PRINCIPAL ACCOUNTING POLICIES - continued

Amendments to HKAS 1
Presentation of Items of Other Comprehensive Income - continued

However, the amendments to HKAS 1 require additional disclosures
to be made in the other comprehensive section such that items of other
comprehensive income are grouped into two categories: (a) items that
will not be reclassified subsequently to profit or loss; and (b) items
that may be reclassified subsequently to profit or loss when specific
conditions are met. Income tax on items of other comprehensive income
is required to be allocated on the same basis — the amendments do not
change the existing option to present items of other comprehensive
income either before tax or net of tax. The amendments have been
applied retrospectively, and hence the presentation of items of other
comprehensive income has been modified to reflect the changes.

Amendments to HKFRS 7
Disclosures - Offsetting Financial Assets and Financial Liabilities

The amendments to HKFRS 7 require entities to disclose information
about rights of offset and related arrangements (such as collateral posting
requirements) for financial instruments under an enforceable master
netting agreement or similar arrangement. Disclosures are set out in

note 5.

Except as described above, the application of the other new or revised
HKFRSs in the current interim period has had no material effect on
the amounts reported and / or disclosures set out in these condensed
consolidated financial statements.

SEGMENT INFORMATION

The Group’s operating segments, which are also the reportable segments,
based on information regularly reviewed by the chief operating decision
maker (Executive Committee of the Group) for the purpose of allocating
resources to segments and assessing their performance on business

divisions of the Group, are as follows:

Corporate and retail banking
Treasury activities

Securities business

AW N =

Others comprising investment holding, insurance, other investment

advisory services and property investments.

No operating segments identified by the chief operating decision maker
have been aggregated in arriving at the reportable segments of the Group.
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3. SEGMENT INFORMATION - continued

operating segment for the periods under review:

Interest income from external customers
Interest expense to external customers
Inter-segment interest income (Note 1)
Inter-segment interest expense (Note 1)
Net interest income

Fee and commission income

Fee and commission expenses

Net gains (losses) on financial instruments
at fair value through profit or loss

Net losses on fair value hedge
Other operating income
Segment revenue
Total operating income
Comprising:
- segment revenue from external
customers
- inter-segment transactions
Operating expenses (Note 2)

Net charge of impairment allowances
on loans and advances

Net losses on disposal of property
and equipment

Net gains on disposal of
available-for-sale securities

Net gains on disposal of and fair value
adjustments on investment properties

Segment profit
Unallocated corporate expenses
Share of profits of associates

Profit before taxation

Notes: 1. Inter-segment pricing for funding transactions is charged at prevailing customer deposits interest rates.

Six months ended 30 June 2013

The following is an analysis of the Group’s revenue and results by reportable and

R
TR .
Corporate WEEH BHRE
andretail  Treasury Securities Hitr %) =2
bankillg activitigs busine§_s Othe{s Eliminationls Consolidat@
B BT EMT BNTr EWTr BMTe
HK$000 HK$000 HK$000 HK$°000 HK$000 HK$’000
501,680 258,484 1937 - - 762,101
(238,428)  (47,935) - - - (286,363)
116,010 - - - (116,010) -
- (116,010) - - 116,010 -
379,262 94,539 1937 - - 475,738
75,788 - 64,440 - - 140,228
(34,150) - (201) - - (34,351)
257 (116,268) - (45) - (116,056)
- (262) - - - (262)
45015 158,881 - 4251 - 28
466,172 136890 66,176 24,206 - 693,444
350,162 252,900 66,176 24,206
116010 (116,010 - -
(224,714) (15,010) (31932) (5,441) - (277,097)
(17,592) - - - - (17,592)
978) - - - - 978)
- - - 51 - 51
_ - - 4y - 4237
222 888 121,880 34,244 23,053 - 402,065
(81,156)
8,348
329257

2. The difference between the operating expenses in the condensed consolidated statement of profit or loss and the

operating expenses in the operating segments is the unallocated corporate expenses.
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3. AR -t 3. SEGMENT INFORMATION - continued
RoF—-=4H=1+H As at 30 June 2013
e 3
LMY
Corporate  HHEH HHEH
andretail  Treasury Securities Hitr Gh

banking  activities  business Others  Consolidated
BT BMTC BN EMTT EMTC
HK$000 HK$000 HK$000 HKS$000 HK$°000

B Assets
DIHEE Segment assets 47417846 32976737 269,528 444,050 81,108,161
=N S Interests in associates 186,388
ENL e T Unallocated corporate
assets 368,483
OB Consolidated total assets 81,663,532
FR Liabilities
nIEAR Segment liabilities 69037905 4743555 196,649 71287 74,055,396
ROBEEAR Unallocated corporate
liabilities 160,832
AR Consolidated total liabilities 74,216,228
HithEw Other information
ZE-ZRNAZHIREA Six months ended 30 June 2013
R
E4LER
Corporate WAEHE BHEHR
and retail Treasury Securities Hity FrBan BA
banking activities  business  Others Unallocated Consolidated
BT BMTor BN BMTr BN BT
HK$000 HK$°000 HK$000 HK$'000  HK$’000 HK$°000
NGB Capital expenditure 4,888 280 70 79 9,162 14,479
bl Depreciation 17,642 687 1805 187 7,466 27,187
Faft R 5 2 R Release of prepaid
lease payments
for land 33 - - - -

33
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for the six months ended 30 June 2013

SEGMENT INFORMATION - continued

Six months ended 30 June 2012

SYVREM - 8t
B AERA S Ik EA

R
BURG
Corporate WHXEH BHRHE
and retail  Treasury Securities Hi bl gty
banking activities  business Others Eliminations Consolidated
BT BT EMT BN BT BT
HK$°000 HK$000 HK$000 HK$’000 HK$°000 HK$°000
TREIMAEBRIRIA Interest income from external customers 503,064 278,642 969 - - 782,675
BPIMAERRIE ST Interest expense to external customers (289973)  (92,151) - - - (382,124)
PEREBRISWA (32 D Inter-segment interest income (Note 1) 123,363 - - - (123,363) -
PEBRE S (M D) Inter-segment interest expense (Note 1) - (123363) - - 123,363 -
TFRIRCA Net interest income 336454 63,128 969 - - 400,551
ERRMERA Fee and commission income 65,368 - 56,691 - - 122,059
BRRMESLH Fee and commission expenses (29,385) - (297) - - (30,182)
HN ARSI RS A\ B 2 Net gains on financial instruments
ZRbT BRI at fair value through profit or loss 218 28,105 - 35 - 28,358
VASBEapL Ayl Net gains on fair value hedge - 727 - - - 727
HAE R A Other operating income 39960 60328 - nm - 122,660
paarlien Segment revenue
BRI Total operating income 412,115 152288 57363 22407 - 644,173
BE: Comprising:
- REZB A - segment revenue from external
customers 288,752 275,651 57,363 22407
- BEERS - inter-segment transactions 123363 (123,363) - -
BRI (T 2) Operating expenses (Note 2) (230296)  (14289)  (32904) (5225 - (282714)
KR R Net reversal of impairment allowances
on loans and advances 34432 - - - - 34432
HEYRE R R Net losses on disposal of property
and equipment - - - 8) - 8)
O] TR A Net gains on disposal of
available-for-sale securities - - - 468 - 468
BRI R R Net gains on disposal of and fair value
A adjustments on investment properties - - - 6,646 - 6,646
TYTERF Segment profit 216251 137999 24459 24288 - 402997
R BRESH Unallocated corporate expenses (104,361)
Pt 2y 8] 2 Share of profits of associates 10,387
BRELAT R Profit before taxation 309,023
Wit : 1. BEBEEZCHLER Notes: 1. Inter-segment pricing for funding transactions is charged at prevailing customer deposits interest rates.

BUES A ANF
-

2. KAMEFELHEHY
Ea R R EE LY
HER R EH L
ZEH -

2. The difference between the operating expenses in the condensed consolidated statement of profit or loss and the

operating expenses in the operating segments is the unallocated corporate expenses.
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3. SEGMENT INFORMATION - continued

As at 31 December 2012
16194
L
Corporate [HHEH HHEH
andretail  Treasury Securities Hity 5a
banking  activities  business Others  Consolidated
BT BT BN BN bl e O
HK$°000 HK$’000 HK$’000 HK$000 HK$°000
Assets
Segment assets 48,290,655 31,156,460 232982 437396 80,117 493
Interests in associates 182,970
Unallocated corporate
assets 454,902
Consolidated total assets 80,755,365
Liabilities
Segment liabilities 67,818,689 5,172,703 174,138 65,204 73,230,734
Unallocated corporate
liabilities 150,551
Consolidated total liabilities 73,381,285
Other information
Six months ended 30 June 2012
&34
BB
Corporate WMEAXHE HHEH
and retail Treasury Securities Hitn KRS A
banking activities  business  Others Unallocated Consolidated
BT BT BMT BT BB BT
HK$’000 HK$000 HK$’000 HK$000  HK$°000 HK$°000
Capital expenditure 27903 55 234 36 33913 62,141
Depreciation 17673 802 2,856 36 7808 29,175
Release of prepaid
lease payments
for land 33 - - - - 33

All direct costs incurred by different segments are grouped under respective
segments. Indirect costs and support functions’ costs are allocated to various
segments and products based on effort and time spent while segments’ other
operating income is allocated depending on the nature of costs incurred. Costs and
support functions’ costs and income related to corporate activities that cannot be
reasonably allocated to segments or products are grouped as unallocated corporate
expenses and unallocated corporate income respectively. This is the measure
reported to the chief operating decision maker for the purposes of resource
allocation and assessment of performance.

There is no operating income with a single external customer amounting to or
exceeding 10% of the Group’s total operating income.

Assets and liabilities related to corporate activities that cannot be reasonably
allocated to segments, products and support functions are grouped as unallocated
corporate assets and liabilities. All direct segment assets and liabilities are grouped
under respective segments.
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M B s & W B oW R G
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE —F =1 H="—H1LMAAH

for the six months ended 30 June 2013

SEGMENT INFORMATION - continued

Geographical information

Geographical information (including geographical analysis of total segment
revenue) is analysed by the Group based on the locations of the principal
operations of the branches and subsidiaries which are responsible for reporting the
results or booking the assets. Non-current assets presented below are based on the
location of the entities’ country of domicile which is the same as the location of the
non-current assets.

“Z-=A=1HILAEA

RZB-=MRA=4H

Six months ended 30 June 2013 As at 30 June 2013
il RHAMK
WERE RN AARY RIBYE JERE)
A eyl Capital Total 1
Total Profit expenditure A AiEme contingent Non-
operating before during Total Total liabilitiesand  current
income  taxation the period assets  liabilities commitments assets
BT BMT BT BT EBMTa BT BT
HK$000  HK$000 HK$°000 HK$°000 HK$°000 HK$°000 HK$000
637,458 284,557 13,709 79,580,719 73,628,936 17,995,003 1,276,982
47,639 39,429 268 1472070 535,647 457,145 12,396
8,347 5271 502 610,743 51,645 89,364 601
693,444 329,257 14,479 81,663,532 74,216,228 18,542,112 1,289,979
~Z2-"HNA=FHIENEH R-Z-"g+"H=4+—H
Six months ended 30 June 2012 As at 31 December 2012
L AR
wER bR HANY RIERE RS
KA b Capital Total HiE
Total Profit  expenditure Bl AfEls contingent Non-
operating before during Total Total  liabilities and current
income taxation the period assets  liabilities  commitments assets
GG S OTRN 1 2 3T KO KL S TR 2T KL S TR L ST
HKS$000 HK$000 HK$000 HK$'000  HK$'000 HK$000  HK$°000
591,532 267,533 61,841 78,627,449 72,677,568 18,599,496 1,286,546
447182 36,361 291 1533533 631873 372,143 12915
7859 5,129 9 594,383 71,844 10,383 170
644,173 309,023 62,141 80,755,365 73,381,285 18,982,022 1,299,631

Note: Total operating income consists of net interest income, net fee and commission income, net gains (losses) on financial

instruments at fair value through profit or loss, net gains (losses) on fair value hedge and other operating income.

Non-current assets consist of interests in associates, investment properties, property and equipment, prepaid lease payments

for land (non-current portion) and goodwill.
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FAIR VALUE MEASUREMENTS OF FINANCIAL
INSTRUMENTS

Fair value measurements recognised in the condensed consolidated

statement of financial position

Some of the Group’s financial assets and financial liabilities are measured
at fair value at the end of each reporting period. The following table
and paragraph give information about how the fair values of these
financial assets and financial liabilities are determined (in particular, the
valuation technique(s) and inputs used), as well as the level of the fair
value hierarchy into which the fair value measurements are categorised
(Levels 1 to 3) based on the degree to which the inputs to the fair value

measurements is observable.

e Level 1 fair value measurements are those derived from quoted prices

(unadjusted) in active markets for identical assets or liabilities.

* Level 2 fair value measurements are those derived from inputs other
than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived

from prices).

e Level 3 fair value measurements are those derived from valuation
techniques that include inputs for the asset or liability that are not

based on observable market data (unobservable inputs).
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for the six months ended 30 June 2013

FAIR VALUE MEASUREMENTS OF FINANCIAL
INSTRUMENTS - continued

Fair value measurements recognised in the condensed consolidated
statement of financial position - continued

At 30 June 2013
IR
Fair value hierarchy
i 47 I k|
Level 1 Level 2 Level 3 Total
BT M BMTr BT
HK$000 HK$'000 HK$000 HK$'000
Financial assets held for trading 201 - - 201
Financial assets designated at
fair value through profit or loss - 91,149 - 91,149
Available-for-sale securities
Equity securities 195,126 - 1451 196,577
Other debt securities - 4,330,389 4,169 4,334,558
Derivative financial assets not
used for hedging - 2359 - 2,359
Derivative financial assets used
for hedging - 105,310 - 105,310
Derivative financial liabilities
not used for hedging - (140,291) - (140,291)
Derivative financial liabilities
used for hedging - (54,154) - (54,154)
Total 195327 4,334,762 5620 4,535,709

There were no transfers between Levels 1, 2 and 3 during the six-month period
ended 30 June 2013.

Except as detailed in the following table, the directors of the Group consider
that the carrying amounts of financial assets and financial liabilities recorded at
amortised cost in the condensed consolidated financial statements approximate
their fair values.

At 30 June 2013
W i i AR

Carrying value  Fair value
BT BWTC
HK$°000 HK$°000
Financial assets

- Held-to-maturity securities 11,556,974 11,570,770

Financial liabilities

- Loan capital 1,794,150 1,771,024
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FAIR VALUE MEASUREMENTS OF FINANCIAL
INSTRUMENTS - continued

Fair value measurements recognised in the condensed consolidated
statement of financial position - continued

The fair value of listed securities is determined with reference to quoted market
bid prices from relevant stock exchanges.

The fair values of convertible bonds designated as financial assets at fair value
through profit or loss, debt securities classified as available-for-sale securities,
held-to-maturity securities and loan capital are calculated based on indicative
prices provided by pricing service provider, dealers, brokers and other service
providers. Valuation models using discounted cash flows are derived to
substantiate the indicative prices of the debt securities. Inputs to valuation models
are determined from observable market interest rate data, whenever possible.

The fair value of foreign currency forward contracts is measured by comparing
the contracted forward rates and the quoted forward exchange rates, which are
observable at the end of the reporting period.

The fair value of interest rate swaps and cross-currency interest rate swaps are
measured by the present value of future cash flows estimated and discounted
based on the applicable yield curves derived from quoted interest rates, which are
observable at the end of the reporting period.

Reconciliation of Level 3 fair value measurements of financial assets
as at 30 June 2013

fere b HESE
RIS
ZEhbE
Financial assets ] fiti£%
designated at 2%
fair value  Available-
through for-sale ]
profit or loss  securities Total
BRI BMTr BN
HK$’000 HK$'000  HK$000
Balance at 1 January 2013 419,101 2,711 421,812
Total net losses recognised in profit or loss (493) - (493)
Total net gains recognised in other
comprehensive income - 2,909 2,909
Disposals (418,608) - (418,608)
Balance at 30 June 2013 - 5,620 5,620
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BE —F =1 H="—H1LMAAH
for the six months ended 30 June 2013

FAIR VALUE MEASUREMENTS OF FINANCIAL
INSTRUMENTS - continued

Fair value measurements recognised in the condensed consolidated
statement of financial position - continued

Included in other comprehensive income is an amount of
HK$2,909,000 related to equity and other debt securities classified as
available-for-sale held at the end of the current reporting period and
reported as fair value gains on available-for-sale securities arising
during the period.

The majority of the Group’s investments are valued based on quoted
market information or observable market data. A small percentage, 0.01%
of total assets recorded at fair value, are based on estimates and recorded
as Level 3 investments. Whilst such valuations are sensitive to estimates,
it is believed that changing one or more of the assumptions to reasonably
possible alternative assumptions would not have a material impact on the
Group’s financial position.

OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

The Group has financial assets and financial liabilities that:

* are offset in the Group’s condensed consolidated statement of financial
position; or

» are subject to an enforceable master netting arrangement or similar
agreement that covers similar financial instruments, irrespective of
whether they are offset in the condensed consolidated statement of
financial position.

The Group entered into International Swaps and Derivatives Association
(“ISDA”) Master Agreements and Global Master Repurchase Agreements
(“GMRA”) for derivatives and sale and repurchase agreements.
In addition, the Group receives and pledges collateral in the form of
cash in respect of its derivative transactions and sale and repurchase
agreements. Such collateral is subject to the standard industry terms of
ISDA Credit Support Annex or GMRA. Collateral received or pledged
must be returned on maturity of the transactions, giving each counterparty
the right to terminate the related transactions upon the counterparty’s
failure to post collateral.

Under the Continuous Net Settlement, money obligations receivable and
payable with the Hong Kong Securities Clearing Company Limited on
the same settlement date are settled on a net basis.
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NET INTEREST INCOME

Interest income

Balances and placements with

banks and other financial institutions
Investments in securities
Loans and advances

Interest rate swaps

Interest expense

Deposits and balances from

banks and customers

Financial assets sold under

repurchase agreements
Certificates of deposit
Loan capital

Interest rate swaps

Net interest income
Included within interest income

Interest income on impaired

loans and advances

22

AH=1HI1EA WA

Six months ended 30 June

2013 2012
BT BT
HK$’000 HK$°000

119,853 168,401
146,717 135,176
481,028 435549
14,503 43,549
762,101 782,675
(244,436) (299,790)
(928) (3,759)
(2,408) (17.861)
(31,761) (33.653)
(6,830) (27.061)
(286,363) (382,124)
475,738 400,551
99 312
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for the six months ended 30 June 2013

BRSO - 8 6. NET INTEREST INCOME - continued

BIEEM B A R B Hrhk E Included within interest income and interest expense are HK$749,420,000
JEHE N FEEF BE R Y AR IE (2012: HK$735,029,000) and HK$279,533,000 (2012: HK$355,063,000)
E R E N SR A RS earned and incurred from financial assets and financial liabilities that are
7E WA RS2 gy ) R not at fair value through profit or loss, respectively.

749,420,000 5t ( — FE — — 4F:

W 735,029,000 5T ) K OB
279,533,000 yT ( —ZE— 4 S
355,063,000 7T ) °

Dl EE#aiEREIE LTI EEE Included above is interest income from unlisted investments in debt
B F B R EE 146,717 000 7T securities of HK$146,717,000 (2012: HK$135,176,000).
(T E— 4 135,176,000 5T) ©

FEHEMEBA 7. NET FEE AND COMMISSION INCOME

AH=1HI1EXMEA

Six months ended 30 June

2013 2012
BT BT
HK$°000 HK$°000
BHEMEWA Fee and commission income
BFEHE Securities dealings 64,440 56,691
EEIRH Credit lines 7,799 7445
H o RE Trade finance 5829 5425
[ELiRYi 24 Credit card services 37,137 32,863
R ARFS Agency services 17,219 12,095
Hth Others 7,804 7,540
B ARSI A Y45 Total fee and commission income 140,228 122,059
W BRRAESZH Less: Fee and commission expenses (34,351) (30,182)
FEHRMEWRA Net fee and commission income 105,877 91,877
FEARBE AEEREHE Net fee and commission, other than - -
BN R S8 BRAZERE amounts included in determining the
B & H Rk E A AR effective interest rate, arising from
FeH A tRTE IR 2 S Rl A 28 B 4 financial assets or financial liabilities,
afH that are not held for trading nor designed
at fair value through profit or loss
- BHBA - fee income 54,289 50,438
- Bz H - fee expenses (33,956) (29,645)
20,333 20,793
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8. N EMAIMERYI AEIIE> 8. NET (LOSSES) GAINS ON FINANCIAL INSTRUMENTS
i TH2ZF (s #) &R AT FAIR VALUE THROUGH PROFIT OR LOSS / NET
PNEEE TR 223 (SR ) B (LOSSES) GAINS ON FAIR VALUE HEDGE

AH=1HI1ERMEA

Six months ended 30 June
2013 2012
BT BT
HK$’000 HK$’000
?E’L&‘?ﬁﬁﬂﬂﬁ&ﬁﬂ)_\?ﬁﬁﬂﬁz Net (losses) gains on financial
e TEZF (518 ) %A instruments at fair value through
profit or loss
- FEE A EESIIR KB A - designated at fair value through
iR (a1 profit or loss (Note 1) (76,898) (59,825)
- FHEFEERR (i 2) - held for trading (Note 2) (39,158) 88,183
(116,056) 28,358
INEEED 2R (R ) B Net (losses) gains on fair value hedge
- B R B B IEE - net losses on hedged items
FiEE attributable to the hedged risk (13,387) (21,004)
- ¥ TR IE5 R - net gains on hedging instruments 13,125 21,731
(262) 727
Bzt : 1. AR A 2 15 € 2 F Notes: 1. The net losses on financial instruments designated at fair

16 9B 2 3 A 1 T 22
2l T A2 I T
HEET M TELR TR
(5.2 LT 8T -

value through profit or loss in both periods were primarily
attributable to the changes in fair value of the structured
products and the convertible bonds.

270 (5 18) i F F B 2 2. The net (losses) gains mainly related to foreign currency
FI1F (F 5 & M 2209 9 forward contracts, interest rate swaps and a cross-currency
BHIE &) ~ FIFHHIEE) interest rate swap held for trading. Details of the outstanding
R GG FERI &4 contracts are set out in note 16. The net losses for the six

H B - T éF & #9751
Wit 16 - g _—F—=
ANH =1 H ik 1H
PR EIE IR ER
4 H 1 i 18 78 1F 1.24 (&
7T JEELSY A B E
A b i S b 35 55 R SR
& &) B 17 W4 an B V8
# 1.59 (57T 7 fH A3
RRITET L FZFEH
T IATE 7 IR M
BT 1k B 782 B B < S0 1
FEoTHEE R ETHEE -
o A RAT ] 5 iff 7 LY
BRI TR BSMETF -
ARG 77 I < #3175 7k
HIZIHIH - ZT AT HIES )
B A &I LA B A1
FEE B - 77 BT~ R
BHIEKIRYE B a1 R #
KA 57755 -

months ended 30 June 2013 included revaluation losses on the
Soreign currency forward contracts of HK$124 million which
should be offset by net exchange gains and net gains from
foreign currency contracts of HK$159 million included under
other operating income. The Bank entered into these contracts
mainly to exchange surplus funds from customer deposits in
Australian dollars and New Zealand dollars into United States
dollars, which created the spot positions, and placed them in
the interbank market to earn extra return for the Bank. The
foreign exchange risk was covered by entering into foreign
currency forward contracts which matched the maturity dates
of the interbank placements. The spot positions and forward
contracts were revalued and disclosed separately as required
by the accounting standards.
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HAZEWA 9. OTHER OPERATING INCOME
AH=1THILNEA
Six months ended 30 June
2013 2012
BT BT
HK$°000 HK$°000
B Dividend income
- BitRE - Listed investments 2,446 3336
- JEEHRE - Unlisted investments 2,800 2,700
5,246 6,036
HIEEZE 53 K AN B RIS I SR R Net exchange gains and net gains
from foreign currency contracts 158,881 60,328
RAMER SR LS Gross rents from investment properties 8,452 6,028
W B Less: Outgoings (543) (524)
BB TFH Net rental income 7,909 5,504
REFHEEWA Safe deposit box rentals 19,072 16,366
PR (B R 2 2 PRBs R R (B Insurance underwriting premium less
claims and commission expense 11,095 10,616
HAthsRAT ARTEULA Other banking services income 24,411 22,220
HoAt Others 1,533 1,590
228,147 122,660
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10. EHLH

2 G
NEEM (REEERE)
- R HA R
- BRI
UNE 52 JEE K
iR
IR E Rk o =4
Irab Rkt -
HEs / PSR 5 BRS¢

- PSR R 2 B
- Hith
HoAth 2257

BEMEREHS T H BERK
16,842,000 y¢ ( 2T — T 4F : B
18,138,000 5t ) & B #8174k K
B -

11

11. pE{E

e T - H=THILRR
HME - &R R CAget i A IRE
- et A R LR E
Wik I 22 =) 2 i v 1R A6 A (b
Bl E MR AL) - BLorBCRy 2 -
% e T A B U8 2 B2 A 2 R B
TR -

155 FAE 0 51 5 2 AR 8 B 138 2 5100
EHECHERN O EMFEEE D
B G shFa A B T 2 RO AR
WE - 2w B FE RS A 18 AR
BEWIME - HERB AN RS
BLHE— SR R DSR4 - R B Rk
BIETEIW A E (BEXE 35%
2 4%) M B R 12% W) % 3
ZEB T 12%) -

55 B 24 B TERA R AR R &0 Eh
HEBRRRY -

BE_ZB——HXH=+HK %
— ZHNH=+H 1N E A R
A [ ) T T N P R

=
n
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

.

10. OPERATING EXPENSES

AH=1HI1EAMA

Six months ended 30 June

2013 2012

BT BT

HK$°000 HK$°000

Auditor’s remuneration 2,033 1,950

Staff costs (including directors’ emoulments)

- Salaries and other costs 214,506 209,466

- Retirement benefits scheme contributions 15,508 15,189
Total staff costs 230,014 224,655
Depreciation 27,787 29,175
Release of prepaid lease payments for land 33 33
Premises and equipment expenses,

excluding depreciation / release of

prepaid lease payments for land:

- Rentals and rates for premises 20,430 21,574

- Others 9,568 10,629
Other operating expenses 68,388 99,059

358,253 387,075

Included in the premises and equipment expenses are minimum
lease payments under operating leases of HK$16,842,000 (2012:
HK$18,138,000).

IMPAIRMENT LOSS ON GOODWILL

For the six-month period ended 30 June 2013, the management has
reviewed goodwill for impairment testing purposes. The review
comprised a comparison of the carrying amount and the value in use of
an acquired subsidiary (the cash-generating unit) to which the goodwill
has been allocated. The acquired subsidiary is involved in the insurance
business.

The value in use calculations primarily use cash flow projections based
on the five-year financial budgets approved by the management of the
subsidiary and with a stable growth beyond the five-year projection
period. There are a number of assumptions and estimates involved
for the preparation of cash flow projections for the period covered by
the approved budget and estimated value. Key assumptions include
the expected growth in revenues (growth rate at 3.5% to 4%) and the
selection of the discount rate of 12% (2012: 12%).

Value in use is derived by discounting the expected future cash flows.

The management of the Group determines that there was no impairment
loss on the goodwill for the six-month period ended 30 June 2013 and
30 June 2012.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Bid

FR R AR AR A ST P i 5 2R
BUGABRE T 2+ EhEt
(ZF - gz tREh) -

HAth S7HE S 2 i3 TR G8 H
BRI TR -

TR - A

R FA K F 2 5 TR AR SR AT
BEA N\ REAL 1 A HE 276,307,000 JT
( Z&— 4 259,749,000 7T )
e i 81 A 2 & 47 435,000,000 A%
( .8 — ~ 4 : 435,000,000 A% )
TEAREHE -

P DA 180T P 3 72 B AT T
AL - PR DA 7 A B A

& -

ﬂﬁ l%‘

B TR RIS R B
0.35 7t » &S 152,250,000 7t -
CR-E-=FHH I H RS
THRE -

R RIS R R
0.35 7t » AL 152,250,000 7 -
(SIS S5 9 By o LU B B
THRE -

Rk 2% st — 8 — =

+ A=+ —H1ILZ M EE
HEGORRE IR RS R
60,900,000 5T ( —ZE— "4 : &g
47,850,000 Jt ) * BERG R IEWE 0.14 7T
(ZZB— 4 B¥%o0115T)F
“E-ZFRHNWHERLEREHE
Gz A ERATA R -

12.

13.

14.

BE —F =1 H="—H1LMAAH
for the six months ended 30 June 2013

TAXATION

Hong Kong Profits Tax is calculated at 16.5% (2012: 16.5%) of the

estimated assessable profit for the period.

Taxation arising in other jurisdictions is calculated at the rates prevailing

in the relevant jurisdictions.

EARNINGS PER SHARE - BASIC

The calculation of basic earnings per share is based on the profit
attributable to owners of the Bank of HK$276,307,000 (2012:
HK$259,749,000) and on 435,000,000 (2012: 435,000,000) ordinary

shares in issue during the period.

No diluted earnings per share was presented as there was no potential

ordinary shares in issue during both periods.

DIVIDENDS

On 24 May 2013, a dividend of HK$0.35 per share totalling
HK$152,250,000 was paid to shareholders as the final dividend for
2012.

On 24 May 2012, a dividend of HK$0.35 per share totalling
HK$152,250,000 was paid to shareholders as the final dividend for
2011.

Subsequent to the end of the interim period, the board of directors
has declared that a total amount of interim dividend in respect of the
financial year ending 31 December 2013 of HK$60,900,000 (2012:
HK$47,850,000) at a rate of HK$0.14 (2012: HK$0.11) per share
should be paid to the shareholders of the Bank whose names appear in
the Register of Members on 19 September 2013.
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15, JAFBLE BRI &

15. CASH AND SHORT-TERM FUNDS

ZE-R it
AH=+H +ZH=+—H
30 June 2013 31 December 2012
BT BT
HK$°000 HK$°000
[ {7 ¥ < K AT (6] 2 Cash and balances with banks
HoA 5 bk 0 and other financial institutions 3,597,412 6,060,810
MR R R K Money at call and short notice 8,064,296 10,472,554
HINPEE AL B T R Exchange fund bills 298,489 798,513
11,960,197 17,331,877
16. fid R T H 16. DERIVATIVE FINANCIAL INSTRUMENTS
= o ESE!
30 June 2013
RRA
HREH Fair values
Notional B g
amount Assets Liabilities
BT BT B%Tc
HK$’000 HK$°000 HK$’000
FHEEERZNTTHE TR Derivatives held for trading
- SN B AR - Foreign currency forward contracts 5,015,635 760 129,106
- Rl AR - Interest rate swaps 170,000 1,599 11,185
M TEMNTE TR Derivatives designated as hedging instruments
- FIEHEIA% - Interest rate swaps 5,809,619 105310 47,573
- B EWR R AR - Cross-currency interest rate swaps 233,306 - 6,581
107,669 194,445

FiEREHBNTTE TR

- SN BB A%

- R A%

- BRI R &8
R TRNTTH: TR

- Pl &8

- B R A5
RFE—-=FA=1H SNEED

HAGKN G EuEEE R
W (BT R )
Eiﬂ’l\ﬁé‘k_ﬁﬂﬁﬂjnﬂﬂﬁ T
BHEFET (ZF -8 ARWR
Fot) R-E-=FHA=1THRK
“E TR ZA=+—H MmA
B S LR H Y E R R
—HEN -

e SRS
31 December 2012
PR

Fair values

HEEH
Notional
amount
BT
HK$°000
Derivatives held for trading

- Foreign currency forward contracts 6,037,758
- Interest rate swaps 796,280
- Cross-currency interest rate swap 36,040

Derivatives designated as hedging instruments
- Interest rate swaps 5,286,864
- Cross-currency interest rate swaps 233,306

A

Assets
BT
HK$°000

16,584
4,562

166,765

187911

afd
Liabilities
BT
HK$°000

21,380
95,192
1,582

120,792
9,710
248,656

As at 30 June 2013, the currencies of foreign currency forward buy

contracts mainly comprise Hong Kong dollars and Australian dollars
(2012: Hong Kong dollars and Australian dollars) and the currencies of
foreign currency forward sale contracts mainly comprise United States
dollars (2012: Renminbi and United States dollars). As at 30 June 2013
and 31 December 2012, all of these contracts have a settlement date

within one year from the end of the reporting period.
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A RY 17. INVESTMENTS IN SECURITIES

B IR K
VIPN =i Pt i
Financial assets at
fair value through
profit or loss

fiek  WtE FERIWE
4 W ZEH 2%

HE W% HiIfE  Available-  Held-to-
Held for  Designated for-sale maturity k]
trading at fair value securities securities Total

BT Mt EWTa BT BNt
HK$000  HK$000 HK$°000  HK$°000 HK$°000

—“Z-=85H=1+H 30 June 2013
AR Equity securities:
ikl Listed in Hong Kong 201 - 186465 - 186,666
e ] Listed overseas - - 8,661 - 8,661
201 - 195,126 - 195327
Ik ki Unlisted - - 37,520 - 37,520
201 - 232,646 - 2847
EIsES Debt securities: - - - - -
frakes Certificates of deposit - - - 6865282 6865282
o R ES Convertible bonds - 91,149 - - 91,149
HitfE#HE 5 Other debt securities
-JE kT - Unlisted - - 4334558 4,691,692 9,026,250
- 91,149 4334558 11,556,974 15982,681
g Total: - - - -
il Listed in Hong Kong 201 - 186,465 - 186,666
Tghh b Listed overseas - - 8,661 - 8,661
JE L Unlisted - 91,149 4372078 11,556974 16,020,201
Cm 91,1499 4567204 115556974 16215528
FrESEmE Market value of - - - - -
listed securities:
i kT Listed in Hong Kong 201 - 186,465 - 186,666
A BT Listed overseas - - 8,661 - 8,661
E - 195126 - 195327
T N8 As analysed by - - - -
1ssuing entities:
HRRBUR R SRR Central governments
and central banks - - - 5,740 5,740
INETE Public sector entities - - 55,525 191,759 247284
[ 2 2 L {th it s s o Banks and other
financial institutions 40 - 356334 9,836,141 10,192,515
e Corporate entities 161 91,149 4,149413 1523334 5,764,057
Hith Others - - 5932 - 5932
m 91,1499 4567204 11556974 16215528
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17. INVESTMENTS IN SECURITIES - continued

B IR K
VIPN =i Pt i
Financial assets at
fair value through
profit or loss

fiek  WtE FERIWE
4 W ZEH 2%

HE W% HiIfE  Available-  Held-to-
Held for  Designated for-sale maturity k]
trading at fair value securities securities Total

BB BT BWTr BT BT
HK$°000 HK$’000 HK$’000 HK$’000 HK$°000
31 December 2012

Equity securities:

Listed in Hong Kong 261 - 184,012 - 184,273
Listed overseas - - 9,055 - 9,055
261 - 193,067 - 193,328
Unlisted - - 35,610 - 35,610
261 - 228,677 - 228,938

Debt securities:

Certificates of deposit - - - 3,693,321 3,693,321
Structured products - 419,101 - - 419,101
Convertible bonds - 794,048 - - 794,048

Other debt securities
- Unlisted - - 3,993,540 5,906,699 9,900,239
- 1,213,149 3,993,540 9,600,020 14,806,709

Total:
Listed in Hong Kong 261 - 184,012 - 184,273
Listed overseas - - 9,055 - 9,055
Unlisted - 1,213,149 4,029,150 9,600,020 14,842,319

261 1,213,149 4222217 9,600,020 15,035,647

Market value of

listed securities:

Listed in Hong Kong 261 - 184,012 - 184,273
Listed overseas - - 9,055 - 9,055
261 - 193,067 - 193,328

As analysed by - - - -

issuing entities:

Central governments

and central banks - - - 3,382 3382
Public sector entities - - 56,016 196,401 252417
Banks and other

financial institutions 43 419,101 353885 7809345 8,582,374
Corporate entities 218 794048 3807796 1,590,892 6,192,954
Others - - 4,520 - 4,520

261 1,213,149 4222217 9,600,020 15,035,647
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Higssitd= G

R_E—-=FH=+H  A%H
WE % SE W o S R mT 4 HH B Y S R
T Ho PR AR C i itng 82t
Yo H $8 e B B T 44,879,000 It
(ZZ— T4 B 44,879,000 7T ) ©

PhE&HYE TRER - —=

AA=ZFTHIEREA W - R
Z“E-THEAFZHA=1—H - 4
P T Brh & 419,101,000 7T
BME EH Y - KEEFRTAR
EEHEENE - HEEE S Rh
=18 AR SR T FSE R 200 1.3%
£20% A% - Wil _E—NhFEE
TERER - R s
(R_Z—-"#F+_H=+—H"
BHEETR B AL L) A
EEEMHAHE . EEHBER

0 3% 17 g R JR(E 7B A SR SE R Y
fE#% -

J RS IR - A B T R R A B
oY EUR T i H SR TR AR AR S5
7B DA B A S0 BR JRAE s fR s B AY -
E# R B 36,069,000 7t ( %
— ZH BW 35,571,000 5T) °
EHENERER  hRH &M
ARG LT D LR N THEN
B AR EIE Em R
F5F WO EA T AE T 5E
L i | - = R (N R ]
TAE

AMIT=FdinirRAaEY
17,064,000 ¢ ( — &FE — — 4:
H#17,054,000 5t ) FEFH
ZIEHRE > cEBRmAEE M
HA¥%5FHI (California Financial Code)
ZRUE - B AN ERE R B
Rl o

BE —F =1 H="—H1LMAAH
for the six months ended 30 June 2013

17. INVESTMENTS IN SECURITIES - continued

For the equity securities classified as available-for-sale financial
instruments, accumulated impairment losses in respect of such equity
securities as at 30 June 2013 amounting to HK$44,879,000 (2012:
HK$44,879,000) have been provided by the Group.

All structured products have been disposed during the six months ended
30 June 2013. As at 31 December 2012, included in structured products
were credit linked notes of HK$419,101,000. The credit linked notes
held by the Group bore three-month LIBOR with spreads ranging from
1.3% to 2.0% per annum and maturity dates ranging from 2015 to 2016.
The note issuers were not obligated to repay the debt to the Group if
the reference entities (rated Al or above by Moody’s as at 31 December
2012) defaulted.

Unlisted equity securities classified as available-for-sale held by the
Group amounting to HK$36,069,000 (2012: HK$35,571,000) are
measured at cost less impairment at the end of the reporting period
because the range of reasonable fair estimate is so significant that the
management are of the opinion that the fair values cannot be measured
reliably, and the management has no plan to dispose the unlisted equity
securities. No impairment has been recognised in respect of these

securities.

Certain held-to-maturity certificates of deposit of HK$17,064,000 (2012:
HK$17,054,000) held by the San Francisco Branch of the Bank have
been pledged to the State of California of the United States of America in

compliance with the requirements of the California Financial Code.
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17.

18.

INVESTMENTS IN SECURITIES - continued

Debt securities classified as held-to-maturity amounting to HK$5,740,000
(2012: HK$3,382,000) were issued by the Government of Hong Kong
Special Administrative Region and the Government of the People’s
Republic of China (“PRC”).

The convertible bonds and the debt securities classified as available-
for-sale securities and held-to-maturity securities held by the Group are
mainly guaranteed or issued by corporates and financial institutions from
the PRC, Hong Kong and Australia.

The certificates of deposit classified as held-to-maturity securities held
by the Group are mainly issued by banks from the PRC, Japan and Hong
Kong. Of the above, held-to-maturity certificates of deposit amounting to
HK$2,313,005,000 (2012: HK$1,731,693,000) and held-to-maturity debt
securities amounting to HK$806,273,000 (2012: HK$900,850,000) held
by the Group are with credit exposures to the PRC.

TRANSFER OF FINANCIAL ASSETS

The following were the Group’s debt securities classified as held-to-
maturity and available-for-sale as at 30 June 2013 and 31 December 2012
that were transferred to an entity with terms to repurchase these debt
securities at the agreed dates and prices. As the Group has not transferred
the significant risks and rewards relating to these debt securities to the
entity, the full carrying amount of these debt securities continued to be
recognised. The cash received on the transfer was reported as liabilities
under “Financial assets sold under repurchase agreements” (see
note 23). The transferred debt securities serve as collateral to secure these
liabilities. During the covered period, the legal title of the debt securities
is transferred to the counterparty entity and there is no restriction for the
counterparty entity to sell or repledge the collateral. These debt securities
are either measured at amortised cost or carried at fair value in the
Group’s condensed consolidated statement of financial position.
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S RS - 4t 18. TRANSFER OF FINANCIAL ASSETS - continued
- SRENAS
30 June 2013
o[t > Fi2FIWH
EBES 2SS
Available- Held-to-
for-sale maturity skl
debt securities debt securities Total
B¥T BT B¥T
HK$’000 HK$000 HK$000
M R ZIREE Carrying amount of
transferred assets 378,479 117,528 496,007
TR A& R (A3t 23) Carrying amount of associated
liabilities (Note 23) 329,313 108,036 437,349
Bt SRy S |
31 December 2012
o[ fiEi > Fiz250MH
HEES 2%
Available- Held-to-
for-sale maturity skt
debt securities debt securities Total
BT BT BT
HK$°000 HK$’000 HK$’000
R R T Carrying amount of
transferred assets 393,490 117,621 511,111
R BB MRIEE (AE23) Carrying amount of associated
liabilities (Note 23) 326,687 106,994 433,681
Bk B A RETE 19. ADVANCES AND OTHER ACCOUNTS
g g
o XN B - Y
30 June 2013 31 December 2012
BT BT
HK$°000 HK$’000
EEEK Advances to customers
JEW =g Bills receivable 449,920 373,401
Rt Trade bills 660,579 453,669
HitZEFE&R Other advances to customers 41,514,016 38,365,119
42,624,515 39,192,189
FEWFILS, Interest receivable 182,128 232,270
TR R Impairment allowances
- R EFAS - Individually assessed (26,339) (24,054)
- BB - Collectively assessed (178,888) (164.,506)
42,601,416 39,235,899
(5] 3 Ko HLAth A 5 v K Advances to banks and other
financial institutions 418,371 2,164,842
43,019,787 41,400,741
HAthpRIE Other accounts 645,231 708,477
43,665,018 42,109,218
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19. R HAWNETE - 4

BEEREHE T HARE I Hh
— 5 B B %) 246,957,000 5T
(B — 4 246,484,000
7t) RARRATNIES T ER D E 2
A FE AR AR Do B R 5 2 3K0E - 700
R BN RRATZ A E R
ERBIMER RS - SRR
50,629,000 7¢ ( " B— T4 : g
64,861,000 71 ) ¥ 26,613,000 7
(ZFE— 513,699,000 7T) 5
TRREAT AR A A AR A S R
H®E#E - DL A b Bl YNE SRl
W& FRAR A 2 B € - TE AR oh
At B 75 B 00 A A KR SR
169,715,000 ¢ ( —Z— 4 : Hig
167,924,000 7t ) °

A T H A IR TE ) A0 AR EF Ry B
398,274,000 7t ( —B—4F : Hig
461,993,000 51 ) FEEIFEEZ S
BHEEHE ZEWER B
230,854,000 5t ( —T— 4 :
200,377,000 7T ) KA TAERURERIT
PR R EQ 2RSS
i B 72 1A & %0 K% 0] 1 177 a6 s B
21,015,000 7t ( —B— 4 : B
94,479,000 7T ) °

TRAE ERGEEAT :

TR E B AR EA

T+ AR S IRk 7

R K

AR g e e
ZHEITEE

M e

B A8 A S il B RORE B R A - A
21 A8 1 A B K B R e H At
R G Bl 1 T AE 3F i 2 Bk 1
SRS BT iR A e A

19. ADVANCES AND OTHER ACCOUNTS - continued

Included in the “Other Accounts” of the Group is an amount of
approximately HK$246,957,000 (2012: HK$246,484,000) placed as
reserve funds with the financial institutions in the PRC by the Shantou
Branch of the Bank. Such reserve funds include the mandatory reserve
deposits and surplus reserve deposits placed with the People’s Bank
of China, amounting to HK$50,629,000 (2012: HK$64,861,000) and
HK$26,613,000 (2012: HK$13,699,000) respectively. The mandatory
reserve deposits are not available for the Group’s daily operation. The
balance of HK$169,715,000 (2012: HK$167,924,000) comprises fixed
deposits placed with other financial institutions in the PRC in compliance
with the requirements of Regulations Governing Foreign Financial
Institutions of the PRC.

The remaining balance of “Other Accounts” of the Group amounting
to HK$398,274,000 (2012: HK$461,993,000) mainly comprised
accounts receivable from customers in relation to securities dealing of
HK$230,854,000 (2012: HK$200,377,000) and a variation margin of
HK$21,015,000 (2012: HK$94,479,000) deposited in banks for certain
interest rate swaps, foreign currency forward contracts and repurchase
agreements.

Details of the impaired loans are as follows:

% %R
AH=+H +ZH=+—H
30 June 2013 31 December 2012
BT BT
HK$°000 HK$’000
Gross impaired loans 32,200 24,194
Less: Impairment allowances
under individual assessment (26,339) (24,054)
Net impaired loans 5,861 140
Gross impaired loans as a percentage
of gross advances to customers 0.08 % 0.06%
Market value of collateral pledged 64,524 76,635

In addition to the individually assessed loans impairment allowance,
the Group has also provided collectively assessed loans impairment
allowance for loans that are individually insignificant or advances where
no impairment has been identified individually.
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BE —F =1 H="—H1LMAAH
for the six months ended 30 June 2013

20. INVESTMENT PROPERTIES

2013 2012
BT BT
HK$’000 HK$°000
At 1 January 135318 127,171
Net increase in fair value
recognised in profit or loss 1,910 9,390
Disposals (1,600) (1,500)
Exchange difference 534 257
At 30 June / 31 December 136,162 135,318

All of the Group’s property interests held under operating leases to earn
rentals and / or for capital appreciation purposes are measured using
the fair value model and are classified and accounted for as investment

properties.

Net gains on disposal of and fair value adjustments on investment properties:

AH=1H1ERMEAH

Six months ended 30 June
2013 2012
BT BT
HK$°000 HK$’000
Net gains on disposal of

investment properties 2,327 2816

Net gains on fair value adjustments
on investment properties 1,910 3,830
4,237 6,646

Investment properties owned by the Group were revalued at 30 June 2013
by adopting the direct comparison approach and which reference to the
recent transactions for similiar premises by Vigers Appraisal & Consulting
Limited, independent professional qualified valuers. The fair value is
mainly arrived at by reference to comparable market transactions for similar

properties.

The fair value of investment properties were estimated based on
assumptions that there would be no forced sale situation in any manner
for these investment properties and the structure of these investment

properties were in a reasonable condition at the end of the reporting period.

The investment properties are rented out under operating leases.
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21. P ek 21. PROPERTY AND EQUIPMENT
HE

Leasehold Py i k]

land Buildings Equipment Total

BT BWTx  BWT BT
HK$000 HK$000  HK$°000 HK$°000

[57ZS COST

R-Z—-=—~H—H At 1 January 2013 575421 375285 546,606 1,497,312
HE Additions - - 14479 14,479
Hie Disposals - - (3067) (3,067
[ $2 3% Exchange adjustments - - 79 79
RoZ2—-=8XA=+H At 30 June 2013 575421 375285 558,097 1,508,803
FHNE ACCUMULATED DEPRECIATION

R_oZ—=#—H—H At 1 January 2013 101,005 62,214 405,713 568,932
bk} Depreciation 5,495 4,081 18211 27,787
&R Eliminated on disposals - - (1,890)  (1,890)
PSR % Exchange adjustments - - 35 35
RoZB—-=HNH=+H At 30 June 2013 106,500 66,295 422,069 594,864
TP ] CARRYING AMOUNTS

R-Z—-=4H=1+H At 30 June 2013 468,921 308,990 136,028 913939
5% COST

R-Z—-"#—-H—H At 1 January 2012 562418 372392 505,334 1440,144
HE Additions 13,003 2,893 54,209 70,105
Hi# Disposals - - (13,308)  (13,308)
P S0 e 4 Exchange adjustments - - 371 371
R-Z2-"F+"H=+—H At 31 December 2012 575421 375285 546,606 1497312
BRI ACCUMULATED DEPRECIATION

R-Z—-"4—H—H At 1 January 2012 90,078 53,963 377,135 521,176
i Depreciation 10,927 8,251 40031 59,209
B8 Eliminated on disposals - - (11441)  (11441)
[ $2 3 % Exchange adjustments - - (12) (12)
R-Z2—-"F+"H=+—H At 31 December 2012 101,005 62214 405713 568932
TR CARRYING AMOUNTS

RoZ2—-"H+"H=+—H At 31 December 2012 474416 313071 140,893 928,380
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22.

23.

Faft -1k 22. PREPAID LEASE PAYMENTS FOR LAND
REFATEA T FE s The Group’s prepaid lease payments for land comprise:
2013 2012
R ST ST
HK$°000 HK$°000
mR—H—HKH=1+H/ At 1 January and 30 June /

+~-HA=+—H 31 December
B COST
REHELL Outside Hong Kong held on:

Hymt+2h+8 Leases of between 10 to 50 years 2,850 2,850
REFER—H—H Net book value at 1 January m %
TEfH S B o Bl Release of prepaid operating

lease payments (33) (66)
[ 5 3 Exchange adjustments 7 _6
RIHERSH=+H / Net book value at 30 June /

+-H=+—H 31 December 2,417 2423
VAL Analysed as: - -

TREER A Current portion 33 66

FETREN TR Non-current portion ﬂ 2,357

saEg Total 2,417 2423
REFR TS 2 &M A 23, FINANCIAL ASSETS SOLD UNDER REPURCHASE AGREEMENTS

B T Sy
AH=+H +ZH=+—H
30 June 2013 31 December 2012
BT BT
HK$°000 HK$°000
DAHEH SR 53 #r Analysed by collateral type:

RIS HW R Debt securities classified as:

o] {5 Available-for-sale 329313 326,687
Rz H Held-to-maturity 108,036 106,994
437,349 433,681

R_ZE—-=FH=+H  #oH
Rl E 2 EESEN R
H 2 (&5 58 2200 IR I {8 53 Al e A
378,479,000 T ( —B— 4 ¢ MK
393,490,000 yt ) fzHE 117,528,000
T ( TB— T4 W 117,621,000
Jt) c CARPE RS E T HAi
RAT o B A [ol B 195 3 R RS A R
+ ZARHNEI -

As at 30 June 2013, debt securities which are classified as available-for-
sale and held-to-maturity with carrying amounts of HK$378,479,000
(2012: HK$393,490,000) and HK$117,528,000 (2012: HK$117,621,000)
respectively were sold under repurchase agreements with other banks.

All repurchase agreements are due within 12 months from the end of

the reporting period.
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24.

25.

HEEK

TR AL AR IR P

[ B K

RES ~ BRIV B AR K

ket

RoE—=8A=1+H  X&%H
O 347 DA A G 5 A7
PR TH 48 {E R B 177,511,000 Jt
(ZZ— "8 ## 667,636,000
7)) fFkEET PR E R 100,000,000
7t ( ZZF— 4 100,000,000
)M EFERE HEHEER
=8 H &R T RIS S 1%
ik —E—=/)\AZIH - BHE
AW 77,511,000 5% ( ZB— T4
W 567,636,000 7T ) MITERGE - H
ERER1%( B — HE:1.0%
£29%) - R _ZE—=H+H

TE-TF: B -=F—HZE
“E-=H+H)BW-mACS
TIOR8 A DAME AT K
TEHEHR -

24.

25.

it

DEPOSITS FROM CUSTOMERS

St BT
AH=+H +~“H=+—H
30 June 2013 31 December 2012

BT BT
HK$’000 HK$°000

Demand deposits and
current accounts 5,434,970 5,238918
Savings deposits 20,703,476 21,557,659
Time, call and notice deposits 42,617,469 40,712,171
68,755,915 67,508,748

CERTIFICATES OF DEPOSIT

The Group has issued certificates of deposit which are measured at
amortised cost with a total carrying amount of HK$177,511,000 as
at 30 June 2013 (2012: HK$667,636,000). Included in certificates
of deposit are certificates of deposit of HK$100,000,000 (2012:
HK$100,000,000) issued at the rate of three-month HIBOR plus
1% which will mature in August 2013 and certificates of deposit of
HK$77,511,000 (2012: HK$567,636,000) issued at interest rate of 1%
(2012: 1.0% to 2.9%) per annum which will mature in October 2013
(2012: January 2013 to October 2013). All certificates of deposit

issued are not secured by any collateral.

38



M B s & W B oW R G

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE —F =1 H="—H1LMAAH

for the six months ended 30 June 2013

26. HEEA 26. LOAN CAPITAL
St 2 BT
AA=+H +-H=+—H
30 June 2013 31 December 2012

BT BT
HK$°000 HK$°000
2020 R 2.25 (BFE T US$225 million fixed rate
[E € B R B E =P DL TE B subordinated note due 2020
( CAERI 28 pa i 3 % ) under fair value hedge
(Ktzt (a) & (b)) (after adjustment of hedged
interest rate risk) (Notes (a) & (b)) 1,794,150 1,898,957
Kfat - Notes:

(o) B - E—-=HF NA="+HK (a) As at 30 June 2013 and 31 December 2012, this represents a

ZFE-TH#ESfZH=+—H -

UL E % 225,000,000 3E0H
BIEFE RN~ E—FFA—H
FHFT - B FE B KREA -
HEZEPRAT —FE _FFEAf—H
PIH 2 - 58— FE— =4
—H — H 26 Z & (T o] Ikf [F] -

Hi B8 B B 1 A

UL Z PR A HE5E 217 & A RTT
BT - [ 00 B 2 19 1 1§
g RBRIT AR T
TR e I ASE LT

HIEPRIF A & T D52
A 1 LR A

& DI aRIE ) 0 -
Mt ZE 9% 1 7 5 B 4 2 17 FF 1
18 ZE 9% 10 D) RS2 9% 19 1F 6 3
H1 6% k&% 5.5%  HI 71
WA RH HH TN
HHIZ S - RN B FE IR
6% °

(b) CFIrAYEEFZ IR LA

AP (FAEAT

subordinated note qualifying as tier 2 capital with face value of
US$225,000,000 issued on 5 November 2010. The note will mature
on 4 November 2020. If at any time (on or) after 1 January 2013, the
note no longer fully qualifies as term subordinated debt for inclusion
in Category Il - Supplementary Capital of the Bank upon changes
to regulatory requirements, the Bank may, at its option and subject
to the prior written approval of the HKMA, exercise a change of the
status of the note by serving the “Change in Status Notice” to the
noteholders. Upon a “Change in Status Notice” becoming effective,
the note shall thereafter constitute unsubordinated obligations and
the rate of interest on the note shall be reduced from 6% per annum
to 5.5% per annum. As the “Change in Status Notice” has not been
served during the reporting period, the rate of interest on the note

remains at 6% per annum.

(b) The subordinated note issued is not secured by any collateral.
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27. HELERIIE 27. DEFERRED TAXATION
DL BASE A R 25 Ry b For the purpose of presentation in the condensed consolidated statement
B0 AR L TE A K R E A TE B (A of financial position, certain deferred tax assets and liabilities have been
Uiy - IR IEHRE » BT offset. The following is the analysis of the deferred tax balances for
FRIBEAEE AT - financial reporting purposes:
E St “ZE-TUF
AH=+H +ZH=+—H
30 June 2013 31 December 2012
BT BT
HK$°000 HK$°000
R IR & Deferred tax assets 1,475 1,502
BIERMIEAE Deferred tax liabilities (11,832) (23,574)
(10,357) (22,072)
MAMER FHECHSEZ T8 The following are the major deferred tax assets (liabilities) recognised
MEEFRTEE 7 (B 1E) Fe H e 8N T~ - and movements thereon during the current and prior reporting periods:
iy
L EigzTil
Pt Revaluation kR
FUEHRE  Collectively of SHIELS
Accelerated assessed  {REME  available- Remeasurement
tax impairment Investment for-sale  of retirement k]
depreciation  allowance properties  securities benefits Total

AWt EMT BMTn BMTR AWt BT
HK$000  HK$000 HK$000  HK$'000 HK$'000  HK$'000

R-%-=#—-H—-H At1 January 2013 (11,387) 26,531 2909 (32613) 1,694 (22072
MR EGZN (FIA ) bl (Charge) credit to profit

or loss for the period (2,003) 1912 (75) - - (166)
WA R EA 2 s o e Credit to other

comprehensive income

for the period - - - 11,381 - nss1
R-B-= H=+H At 30 June 2013 (13,390) 28443 2984) (20732 (1,694)  (10357)
R-Z-"%—-H-H At1 January 2012 (10540) 27869 Q84 Q197 (1694) 9,964
REBR RN A Charge to profit or

loss for the year (847) (1,338) (35) - - (2,220)
REBRHA 2 mY RS Charge to other

comprehensive income

for the year - - - (29,816) - (29816)
R-B-"8#+-H=+-H At 31 December 2012 (11387) 26531 2909  (32613) (1694) (22072
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- BIIHEN
B 5 5 B 5K L e
TRE A AR R
e AR PR (i 46 7 T

28. MATURITY PROFILES

The maturity analysis of financial assets and liabilities shown on the condensed consolidated
statement of financial position are presented based on maturity information provided to and reviewed
by management, is shown below:

iz i ik 2 5% B ) 2 B ~fiH
il o - DIAHE .
(A —MH =M —if
IwiE®) £-=MH &%  ZhE
Repayable  DIMEE DIWEE  DIAEE
within ~ Repayable Repayable ~Repayable  @#hi4:
JHIlE e 1 month after after after f&n
Repayable (exceptthose ~ 1month 3 months Iyear Repayable  ERfE
on  repayable butwithin but within  but within after Hiq Y
demand ondemand) 3 months 1year 5 years Syears  Undated Total
BT BT BT BN BN BT M BT
HK$000  HK$000  HK$000 HK$000  HK$000 HK$000 HK$000 HK$000
R-Z-=5H=FH At 30 June 2013
HiE Assets
BRI E Cash and short-term funds 3,651,708 8,109,998 19418 179073 - - - 11960,197
TFRIE R E A s e o Placements with banks and
other financial institutions - - 5389761 3033872 - - - 8463
frESMTR Derivative financial
instruments - 123 @ 623 16798 90,082 - 107,669
N FEFIIRR S ARG Financial assets at fair value
ERlEE through profit or loss - - - 91,149 - - 201 91350
ofiki e R Available-for-sale securities - - - - 38164 1086394 232,646 4567204
FRBINE ZiE % Held-to-maturity securities - 1817246 2494888 3938535 2567225 739,080 - 11556974
BEHEN Advances to customers 2096968 2810336 4417429 7587291 12175512 13M8710 88269 42,624,515
(6] S e L A A K Advances to banks and
other financial institutions - - 418371 - - - - 418371
il Other financial assets M8159 130801 123848 198,000 498 - (M) 622132
Sl A Total financial assets 6096835 12868504 12863758 15028543 18,008,197 15364266 141942 80,372,045
i Liabilities
IR B R R Deposits and balances
b of banks and other
financial institutions 14,092 1,833,262 - 232,695 - - - 2,080,049
B AN e 3 Financial assets sold
under repurchase
agreements - 358,423 - 78,926 - - - 437349
IS Deposits from customers 26,158,876 19854312 14042266 8618689 81,772 - - 68755915
[ Certificates of deposit - - 100000 T77SI - - - msu
frESMTR Derivative financial
instruments - 2,705 88369 27818 46,610 8,943 - 194445
BEEA Loan capital - - - - - 1,794,150 - 1,794,150
Hib e A Other financial liabilities 381,841 41,664 87639 177311 19,073 - - 707528
S Total financial liabilities 26,554,809 22110366 14318274 9212950 147455 1,803,093 - 74146947
P Net position
- SRR A - Total financial assets
and liabilities (20457974) (9241862 (1454516) 5815593 17860742 13561173 141942 6,225,098
gD Of which certificates of - - - - -
deposit included in:
FrEBIA 2% Held-to-maturity securities - 1739681 2,156,110 2969491 - - - 6865282
EREHE DR Of which debt securities —~— — . - -
included in:
N TFAEFIIRR S ARG Financial assets at
GREE fair value through
profit or loss
- fRER VTR - Designated at fair value - - - 91,149 - - - 91,149
it & s Available-for-sale securities - - - - 348164 1,086,394 - 4334558
FEEEIMH 285 Held-to-maturity securities - 1817246 2494888 3938535 2567225 739,080 - 11556974
- 1817246 2494888 4020684 5815389 1825474 - 15982681
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28. MATURITY PROFILES - continued

—~fiH
PIRRE
(Mt —MA  =@H —ff
IEE) 2=MA 2E 2hE
Repayable  DINEE  DIWEE  DIAEE
within ~ Repayable Repayable Repayable  ®@# L
[ (g 1 month after after after BE
Repayable (except those 1month 3 months Iyear Repayable Wik
on  repayable butwithin  but within  but within after Hitl k)
demand ondemand) 3 months 1 year 5 years Syears  Undated Total
MR BN BN BT BN BRT EMT BT
HK$’000 HK$000  HK$000 HK$000  HK$000 HK$000 HKS$'000 HKS$000
At 31 December 2012
Assets
Cash and short-term funds 6,099,570 11,103,776 30,000 98,531 - - - 17331877
Placements with banks and
other financial institutions - - 3948937 840,576 - - - 4789513
Derivative financial instruments - 6,562 3987 6,106 - 171,256 - 187911
Financial assets at fair value
through profit or loss - - - 216,196 996,953 - 261 1213410
Available-for-sale securities - - - - 2625897 1367643 228,677 4222217
Held-to-maturity securities - 1225799 2,576,757 2538719 2,519,363 739,322 - 9,600,020
Advances to customers 1634953 2284996 2398222 7369363 12717092 12,619406 168,157 39,192,189
Advances to banks and
other financial institutions - 105497 1364831 694,514 - - - 2164842
Other financial assets 327,140 128,130 193,336 181,311 94216 - (I11946) 752,187
Total financial assets 8,061,603 14854760 10,516,070 11945376 18953521 14897627 225,149 79454,166
Liabilities
Deposits and balances
of banks and other
financial institutions 35287 803,306 659,900 344 484 - - - 1343477
Financial assets sold under
repurchase agreements - 354,801 - 78,880 - - - 433,681
Deposits from customers 26,837,602 19,872,678 13961059  6,748437 88972 - - 67508,748
Certificates of deposit - 99,991 390,267 177378 - - - 667,036
Derivative financial
instruments - 3,131 17943 27942 142,985 56,655 - 248656
Loan capital - - - - - 1898957 - 1398957
Other financial liabilities 401,465 59,876 102,005 161,879 15,004 - - 740229
Total financial liabilities 27274354 21,194283 15,131,174 7,539,000 246961 1955612 - 73341384
Net position
- Total financial assets
and liabilities (19212691)  (6339,523) (4615,104) 4406376 18,706,560 12942015 225149 6,112,782
Of which certificates of - - -
deposit included in:
Held-to-maturity securities - 225243 2110648 1357430 - - - 3693321
Ofwhich debt securies ———
included in:
Financial assets at
fair value through
profit or loss
- Designated at fair value - - - 216,196 996,953 - - 1213,149
Available-for-sale securities - - - - 2625897 1367643 - 3993540
Held-to-maturity securities - 1225799 2,576,757 2538719 2,519,363 739,322 - 9,600,020
- 1225799 2,576,757 2754975  6,142213 2,106,965 - 14,306,709
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BE —F =1 H="—H1LMAAH
for the six months ended 30 June 2013

29. RELATED PARTY TRANSACTIONS

During the period, the Group entered into the following material transactions

with related parties:

Ultimate holding company /

immediate holding company /

fellow subsidiaries

Associates

Key management personnel

(Note)

RIS~ MERRERA
Interest, commission
and rental income
AA=FHIENEH
Six months ended 30 June

2013 2012
BT BT
HK $°000 HK$°000

3,764 3318

o

14,33 9316

2,704 2,733

FERMESZH
Interest and
rental expenses
AA=FHIENEA

Six months ended 30 June

2013 2012
BT BT
HK $°000 HK$°000

5,172 10481

139

—_

1414

5202 5,385

At the end of the reporting period, the Group had the following material

outstanding balances with related parties:

Ultimate holding company /
immediate holding company /

fellow subsidiaries
Associates

Key management personnel

BRI

Loan to related parties
SRS BT
»H=+H +ZA=+-H
30 June 2013 31 December 2012
BT BT
HK$’000 HK$°000
32,752 34,592
14,337 14,337
487,178 417,568

(Note)

3R ENRI T Rk

Deposit from related parties
S
»A=+H +ZH=+-H

30 June 2013 31 December 2012

e St

BT BT
HK$000 HK$000
236,786 159.663
153,153 97,147
675,340 653,558

The above outstanding balances bear interest at rates similar to those

made available to non-related parties. A portion of the loans to related

parties are secured with properties, securities and fixed deposits.

Note: Includes key management personnel, close family members of key

management personnel and entities that are controlled or jointly

controlled, directly or indirectly, by key management personnel.
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29. RELATED PARTY TRANSACTIONS - continued

30.

it

Compensation of key management personnel

The remuneration of directors and other members of the key management

during the period are as follows:

AH=1TH1LRMEA

Six months ended 30 June

2013
BT
HK$°000

Short-term benefits 33,717

Post employment benefits 2,532

36,249

2012
BT
HK$°000

30,044

2,308

32,352

The remuneration of directors and key management is reviewed by

Remuneration Committee having regard to the performance of individuals

and market trends.

COMPARATIVE AMOUNTS

Certain comparative figures have been reclassified to conform with the

current period’s presentation.
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i 78 & H

SUPPLEMENTARY INFORMATION
BE —F =1 H="—H1LMAAH

for the six months ended 30 June 2013

ADVANCES TO CUSTOMERS - BY INDUSTRY SECTORS

The Group’s gross advances to customers (including advances booked in
overseas branches and subsidiaries) are analysed and reported by industry
sectors according to the usage of the loans and / or business activities of the
borrowers are as follows:
ZZ-=# A=+H
30 June 2013
I

L3 R EEZEX  BASX
B WERHE  ME%EH  Loansand )
Gross loans  Collective  Individual advances Gross
and impairment impairment secured by impaired
advances allowances allowances collateral ~ advances
Bl BWT BN BT BT
HK$000  HK$000  HK$000  HK$000 HK$000

(K Note 1)
Loans for use in Hong Kong
Industrial, commercial and financial
- Property development 1,516,475 2 - 1,006,593 -
- Property investment 9,122,185 - 1 8,978,654 1
- Financial concerns 2,014,721 - - 1219312 -
- Stockbrokers 698,765 12 - 524,746 -
- Wholesale and retail trade 1,696,574 6,316 3320 1,308,580 3320
- Manufacturing 1,734913 - 462 1,067,739 885
- Transport and transport
equipment 801,256 - - 711,558 -
- Recreational activities 2,108 2 - 2,108 -
- Information technology 11,683 27 - 3,906 -
- Others (Note 2) 8,219,655 8,036 2843 4,651,047 4379
Individuals
- Loans for the purchase of flats
in Home Ownership Scheme,
Private Sector Participation
Scheme and Tenants Purchase
Scheme 480,879 - - 480,879 -
- Loans for the purchase of other
residential properties 6,997,270 368 - 6,994,171 -
- Credit card advances 78,794 8,491 524 - 614
- Others (Note 3) 1,894,977 - 11,420 1,428,302 11,420
35,270,255 23254 18,570 28,377,595 20,619
Trade finance 1,741,659 41,312 6,980 491,065 9,273
Loans for use outside Hong Kong 5,612,601 114,322 789 2,829,243 2,308

42,624,515 178,888 26339 31,697,903 32,200

Notes: 1. Loans and advances secured by collateral are determined as the lower of the market
value of collateral or outstanding loan principal.

2. Major items included in “Others” are for electricity and gas, hotels, catering, margin
lending and other busienss pruposes.

3. Major items mainly included loans to professionals and other individuals for various
private purpose.
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SUPPLEMENTARY INFORMATION
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for the six months ended 30 June 2013

1. BPEEH - RpaEN 1. ADVANCES TO CUSTOMERS - BY INDUSTRY SECTORS

- o - continued
et S EX e
31 December 2012
A
L3 il MEZEX  WEEK
ks MR WIEREE Loansand s
Gross loans  Collective  Individual advances Gross
and impairment impairment secured by impaired
advances allowances  allowances collateral ~ advances
BT BMTr BT BN BT
HK$°000  HK$000  HK$°000 HK$000 HK$°000
(W3t Note 1)
TEARBHH &% Loans for use in Hong Kong
T H¥ERERH Industrial, commercial and financial
- Pddt e - Property development 1,366 467 1,347 - 769,767 -
- IR - Property investment 8,924,108 - 1774 8857224 1774
- B RARE - Financial concerns 1,741910 - - 1,131,827 -
- AR - Stockbrokers 594,689 150 - 438 481 -
- LB R T - Wholesale and retail trade 1,460,007 5,157 3273 1085418 3273
- B - Manufacturing 1,677,166 557 1,098 994,699 1,098
- 1B B R - Transport and transport
equipment 754,094 - - 696,577 -
- FE4ETEE) - Recreational activities 2,154 8 - 2,154 -
- BB - Information technology 15,320 108 - 75 -
- Hith (2 2) - Others (Note 2) 7,114,661 25619 4660 3556824 4,669
NS Individuals
-EEITEEEHE] - - Loans for the purchase of flats
TRt S ) T in Home Ownership Scheme,
THEBEHEHE) Bz ER Private Sector Participation
Scheme and Tenants Purchase
Scheme 475392 - - 475392 -
- BEHM T ERTE 2 &R - Loans for the purchase of other
residential properties 6,613,370 238 - 6,611,275 -
- EREEH® - Credit card advances 109,491 4,883 328 2947 375
- Hith (2 3) - Others (Note 3) 1717229 6,561 2,181 1354,133 2,181
32,566,058 44628 13323 25976,793 13,370
o SR Trade finance 1,246,727 29924 8516 427,959 8516
TEARELIMER 2 &3 Loans for use outside Hong Kong 5,379,404 89,954 2215 2,564,067 2,308
39,192,189 164,506 24054 28968819 24,194
Bzt - 1. Bk 2 B LI an Notes: 1. Loans and advances secured by collateral are determined as the lower of the market
M ES kiR B A £ value of collateral or outstanding loan principal.
A EACE 75 -
2. BiEE TEM ) 19+ ZiaHE 2. Major items included in “Others” are for electricity and gas, hotels, catering, margin
BHHIFLR %~ BB lending and other busienss pruposes.
R B RN B -
3. FHIFH@AFESE L | B 3. Major items mainly included loans to professionals and other individuals for various
ﬁ/ﬁ/( g%’(’/fﬁ/ﬁfﬂ/(ﬁﬁ o private purpose.
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1.

SUPPLEMENTARY INFORMATION
BE —F =1 H="—H1LMAAH
for the six months ended 30 June 2013

ADVANCES TO CUSTOMERS - BY INDUSTRY SECTORS

- continued

The Group’s advances to customers overdue for over three months as at
30 June 2013 and 31 December 2012, and new impairment allowances
and advances written-off during the six months ended 30 June 2013 and
2012 in respect of industry sectors which constitute not less than 10% of
gross advances to customers are analysed as follows:

2013
R7"H=1H AH=+HIE  AH=+HIE
HW=MH ~EAZ ~MEAZ
Y EZ8#% WA kit
Advances  New impairment Advances
overdue for allowances written-off
over during during
three months the six months the six months
as at 30 June ended 30 June  ended 30 June
BT BT BT T
HK$°000 HK$°000 HK$’000
Loans for use in Hong Kong
Industrial, commercial and financial
- Property investment 704 - -
- Others 4,574 41 15
Individuals
- Loans for the purchase of other
residential properties 432 - -
Loans for use outside Hong Kong 77,113 61 -
2012
R+ZA=+—H AH=FHIE  AH=4HIE
W =MH AEHZ ~EAZ
PEZ8HK MR EEE ]
Advances  New impairment Advances
overdue for allowances written-off
over during during
three months the six months  the six months
as at 31 December ended 30 June  ended 30 June
BT BT BT
HK$’000 HK$°000 HK$°000
Loans for use in Hong Kong
Industrial, commercial and financial
- Property investment 12,393 1 -
- Others 5,192 146 -
Individuals
- Loans for the purchase of other
residential properties 438 - -
Loans for use outside Hong Kong 71,716 66 195
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2. ADVANCES TO CUSTOMERS - BY GEOGRAPHICAL AREAS

The Group’s gross advances to customers by countries or geographical

areas after taking into account any risk transfers are as follows:

Hong Kong

People’s Republic of China
Macau

America

Others

Hong Kong

People’s Republic of China
Macau

America

Others

48

~“Z—-=A=+H
30 June 2013

=M
Ph k2 85K 53 L o
Advances WOEREE R
SE k] overdue JEfEEZX Individual  Collective
Total for over Impaired impairment impairment
advances three months advances  allowance  allowance
BT BN EMTr BT BWT
HK$°000 HK$000 HKS$’000 HK$°000 HK$°000
40,998,222 113,518 29,892 25,551 165,666
334,269 2,308 2,308 788 3,494
429,848 - - - 4,298
499,235 - - - 5430
362,941 - - - -
42,624,515 115,826 32,200 26,339 178,888

%"+ "H=+—H
31 December 2012

w=mA
Ph k283 3 L)
Advances AR A A RE G
Bk overdue JRfEEZK  Individual  Collective
Total for over Impaired impairment impairment
advances three months advances allowance  allowance
BT BMTT BN BT BT
HK$°000 HK$°000 HKS$’000 HK$°000 HK$°000
37,188,661 113,460 21,886 23,266 151,692
832,593 2,308 2,308 788 5,070
231,764 - - - 2318
535,681 - - - 5426
403,490 - - - -
39,192,189 115,768 24,194 24054 164,506
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SUPPLEMENTARY INFORMATION
BE —F =1 H="—H1LMAAH
for the six months ended 30 June 2013

CROSS-BORDER CLAIMS

The Group’s cross-border claims by countries or geographical areas
which constitute 10% or more of the relevant disclosure items after taking

into account any risk transfers are as follows:

“B-UEXHZ=4HH
30 June 2013
[e] 24 K HL At
S B
Banks  2MESHHE
and other Public
financial sector Hity k]
institutions entities Others Total

BT BMT BRI BN
HK$000  HK$'000  HK$000  HK$°000

Asia Pacific
(Excluding Hong Kong) 19,527,250 84,962 876,971 20,489,183
- of which - China 11,022,105 28,524 392,722 11,443,351
“Z-"#+-H=+—H
31 December 2012
IR HAE
S FS
Banks  2MEHHE
and other Public
financial sector HAth W
institutions entities Others Total
BT EMTe BET BT
HK$°000 HK$°000 HK$°000 HK$°000
Asia Pacific
(Excluding Hong Kong) 20,341,530 90,476 861,630 21,293,636
- of which - China 9,268,912 32,078 580,226 9,381,216
- of which - Japan 3,875,185 3,241 1,679 3,880,105
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SUPPLEMENTARY INFORMATION
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AR, B

ANEK

- NEASCAE=EA DL L

- —HEBRDA A B R

- B
AN ETKEE
HHZEX
A SR8 B

e A E K

B BRI & 2 i

R_ZE—-=FA=1tHK_%
—ZH+ZHA=+—H  BTEH¥
e B At B 05 % A 2 e sl HL b
B A =8 A DL sk
EHH T -

AKEMB _-_Z-=FA=+H
Fii 5 A 09 W W B & & R B W
17,820,000 y¢ ( T — " 4F : ki
48,320,000 JT )

4. OVERDUE AND RESCHEDULED ASSETS

Advances overdue for

- 6 months or less but
over 3 months

- 1 year or less but over

6 months
- Over 1 year
Total overdue advances
Rescheduled advances

Individual impairment
allowances made in
respect of overdue

loans and advances

Covered portion of
overdue loans and
advances

Uncovered portion of
overdue loans and

advances

Market value of collateral
held against covered
portion of overdue

loans and advances

“Z-ZHXA=4HH
30 June 2013
2 140 I gL k]
Gross ZEk
amount of  Percentage
advances to total
¥ advances
HK$°000 %
18,429 0.0
76,287 0.2
21,110 0.1
115,826 03
264,127 0.6
23,943
90,606
25,220
115,826
1,610,135

“Z-"#+ZA=1+—H

31 December 2012
2 Efe i Bk
Gross ZBk
amount of Percentage
advances to total
¥ advances
HK$°000 %
78,204 02
5012 0.0
32,552 0.1
115,768 03
210,821 05
23,723
99,371
16,397
115,768
1,487,330

There were no advances to banks and other financial institutions or other

assets which were overdue for over three months as at 30 June 2013 and

31 December 2012, nor were there any rescheduled advances to banks

and other financial institutions.

Repossessed assets held by the Group as at 30 June 2013 amounted to
HK$17,820,000 (2012: HK$48,320,000).
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SUPPLEMENTARY INFORMATION
BE —F =1 H="—H1LMAAH
for the six months ended 30 June 2013

NON-BANK MAINLAND EXPOSURES

Types of counterparties
Mainland entities

Companies and individuals
outside Mainland where
the credit is granted for

use in Mainland

Other counterparties the
exposures to whom are
considered to be non-bank
Mainland exposures

Types of counterparties
Mainland entities

Companies and individuals
outside Mainland where
the credit is granted for
use in Mainland

Other counterparties the
exposures to whom are
considered to be non-bank

Mainland exposures
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“E-ZHXH=HH
30 June 2013
HAEaf® HAnafkR fisli
CAMIIEE  DASMsEE HOEHE
On-balance  Off-balance Individual
sheet sheet ¥4%  impairment
exposure exposure Total allowance
BT BT BT BT
HK$’000 HK$’000 HK$°000 HK$°000
2,650,772 609,735 3,260,507 -
5,494,542 1,365,705 6,860,247 3,583
100,821 - 100,821 -
8,246,135 1,975,440 10,221,575 3,583
“Z-"Hg+-H=+—H
31 December 2012
AmAfL ARAmER fla s
PARIIEE  DAMsEE Fla
On-balance Off-balance Individual
sheet sheet #4%  impairment
exposure exposure Total allowance
BT BN BB BT
HK$°000 HK$°000  HK$°000 HK$°000
2,832,392 710,131 3,542,523 -
5,373,881 1,206,393 6,580,274 7445
91,659 - 91,659 -
8,297,932 7445

1,916,524 10,214,456
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CURRENCY RISK

The Group’s foreign currency exposures arising from non-trading and

structural position which constitute 10% or more of the total net position

in all foreign currencies are as follows:

BT EY
HEHE

BERAR

B

BUEA

m

AIE

il

BT TR E

5

REHE

Ak

Equivalent in thousand of HK$
Spot assets

Spot liabilities

Forward purchases

Forward sales

Net (short) long position

Net structural position

Equivalent in thousand of HK$
Spot assets

Spot liabilities

Forward purchases

Forward sales

Net long position

Net structural position
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“ZB-ZHRA=1HH
30 June 2013
FEn AR¥ ek
US$ RMB Total

14,895,270 5,825,540 20,720,810

(9,682,660) (5,667,840) (15,350,500)

717,224 15,595 92,819

(5,361,812) - (5,361,812)

(71978) 173295 101317

B OARW wm
MoP RMB Total

48,545 351,377 399,922

“E-THYH=1—H

31 December 2012
e ANEH W
US$ RMB Total

14311091 6,588,766 20,899,857

(9,612,043) (5,364,226) (14,976,269)

338,731 18,405 357,136

(5,011,862) (1,096,712)  (6,108,574)

25917 146,233 172,150

B OARW i
MOP RMB Total

48,545 351,371 399,922
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SUPPLEMENTARY INFORMATION
BE —F =1 H="—H1LMAAH
for the six months ended 30 June 2013

THE CONTRACTUAL AMOUNTS OF EACH OF THE
FOLLOWING CLASSES OF CONTINGENT LIABILITIES
AND COMMITMENTS OUTSTANDING ARE:

S SBE
~H=+H +“H=+—H
30 June 2013 31 December 2012

BT BT
HK$’000 HK$°000
Contingent liabilities and commitments
- contractual amounts
Direct credit substitutes 990,466 1,077,350
Trade-related contingencies 491,771 425,309
Forward asset purchases 7,493 7,864
Undrawn formal standby facilities,
credit lines and other commitments:
Which are unconditionally
cancellable without prior notice 6,468,040 6,913,604
With an original maturity of one year
and under 8,097,685 8,137,008
With an original maturity of over
one year 2,486,657 2,420,887
18,542,112 18,982,022

Most of contingent liabilities and commitments are denominated in

Hong Kong dollars.
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8.

THE CONTRACTUAL AMOUNTS OF EACH OF THE
FOLLOWING CLASSES OF CONTINGENT LIABILITIES
AND COMMITMENTS OUTSTANDING ARE: - continued

The replacement cost and credit risk weighted amounts of the contingent
liabilities, commitments and derivatives exposures are as follows:

ZZE-ZA=1H ZZ2—-"#4"H=+—H

30 June 2013 31 December 2012
I AERE LA
JEB Jo\b
HEMA  Credit risk HEWA  Creditrisk
Replacement weighted  Replacement weighted
cost amount cost amount
BYT  B%T BT BT
HK$°000 HK$°000 HK$°000 HK$°000

Contingent liabilities and

commitments - 3,442,602 - 3,507,559
Exchange rate contracts 759 16,467 16,584 22,865
Interest rate contracts 95,647 37,718 171,327 53978
96,406 3,496,787 187911 3,584,402

The above amounts do not take into account the effects of bilateral netting
arrangements.

Replacement cost is the cost which would be incurred by the Group
if it was required to enter into another contract to replace the existing
transaction or existing contract with another counterparty with
substantially the same economic consequences for the Group and is
calculated by marking-to-market the existing transaction or contract.
If the resultant value is positive for the Group, taking the resultant value
of the existing transaction or existing contract. If the resultant value
is negative for the Group, taking the resultant value of the existing
transaction or contract as zero. Replacement cost is a close approximation
of the credit risk for these contracts at the end of the reporting period.

The credit risk weighted amount is the amount which has been calculated
in accordance with the Banking (Capital) Rules and the guidelines issued
by the HKMA.

CAPITAL ADEQUACY RATIOS AND LIQUIDITY RATIOS
B

AA=1+H

30 June 2013

%

Total capital ratio 14.63
Tier 1 capital ratio 10.79
Common Equity Tier 1 (“CET I”) capital ratio 10.79
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SUPPLEMENTARY INFORMATION
BE —F =1 H="—H1LMAAH
for the six months ended 30 June 2013

CAPITAL ADEQUACY RATIOS AND LIQUIDITY RATIOS
- continued

“E-TR

+~A=+—H

31 December 2012

%

Capital adequacy ratio 15.34

Core capital ratio 10.57

AH=1HILAEA

Six months ended 30 June

2013 2012
% %o
Average liquidity ratio for the period 42.28 4435

Capital adequacy ratios as at 30 June 2013 were compiled in accordance
with the Banking (Capital) Rules under Hong Kong Banking Ordinance
for the implementation of the “Basel III” capital accord, which became
effective on 1 January 2013. In accordance with the Banking (Capital)
Rules, the Bank has adopted the “standardised approach” for the
calculation of the risk-weighted assets for credit risk, “standardised
(market risk) approach” for the calculation of market risk and “basic
indicator approach” for the calculation of operational risk. The capital
adequacy ratio is consolidated, under the Banking (Capital) Rules, with
reference to the financial information of the Bank, Chong Hing Finance
Limited, Right Way Investments Limited, Gallbraith Limited, Chong
Hing Information Technology Limited, Card Alliance Company Limited,
Top Benefit Enterprise Limited and Hero Marker Limited.

The capital adequacy ratio as at 31 December 2012 was compiled in
accordance with the Banking (Capital) Rules under Hong Kong Banking
Ordinance for the implementation of the “Basel II”” capital accord.

The average liquidity ratio is calculated as the ratio, expressed as a
percentage, of the average of each calendar month’s average ratio, as
specified in the Fourth Schedule of the Hong Kong Banking Ordinance,
with reference to the financial information of the Bank, Chong Hing
Finance Limited, Right Way Investments Limited and Gallbraith Limited.
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10.

OTHER FINANCIAL INFORMATION

The Bank will set up a “Regulatory Disclosure” section on its website to
house all of information relating to the disclosure of regulatory capital to
comply with Banking (Disclosure) Rules.

In accordance with section 24 of Banking (Disclosure) Rules, the

“Regulatory Disclosure” section will include the following information:

¢ A detailed breakdown of the Common Equity Tier 1 capital, Additional

Tier 1 capital, Tier 2 capital and regulatory deductions to the capital
base by using the standard disclosure templates as specified by the
HKMA;

e A full reconciliation of the Common Equity Tier 1 capital items,

Additional Tier 1 capital items, Tier 2 capital items and regulatory
deductions to the capital base and the balance sheet in the published

financial statements; and

¢ The full terms and conditions of all capital instruments.

The above information will be available on our website: www.chbank.com
after the “Regulatory Disclosure” section is set up by the Bank before
30 September 2013 in accordance with the Banking (Disclosure) Rules.

BASIS OF CONSOLIDATION

This interim financial information covers the condensed consolidated
financial statements of the Bank and all its subsidiaries and includes the

attributable share of interest in the Group’s associates.

In preparing the capital adequacy ratios and liquidity ratio of the Group,
they are prepared according to the basis of consolidation for regulatory
purposes. The main difference between the consolidation basis for
accounting and regulatory purposes is that the former includes the Bank,
all its subsidiaries and the attributable share of interests in the Group’s
associates whereas the latter includes the Bank and only some of the
Group’s subsidiaries which mainly conduct banking business or other

businesses incidental to banking business.
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10. BASIS OF CONSOLIDATION - continued

Subsidiaries that are included within the accounting scope of
consolidation but are not included within the regulatory scope of
consolidation are as follows:

B [EER:
Total assets Total equity

It S “E- % BT

NGRS ¥ AA=+H +ZHAH=+—-H »H=+H +ZH=+—-H

Name of company Principal activities 30 June 2013 31 December 2012 30 June 2013 31 December 2012

BT BT T T

HK$’000 HK$°000 HK$000 HK$°000

AL (RF) AR SRAL AT RS 355 100 100 100
Chong Hing (Nominees) Limited Provision of
nominee services

BB AR 5] REN=T 785,810 732973 595,732 560,393
Chong Hing Securities Limited Stockbroking

BB S A RR 2 5 REREHNERE 64,385 62,231 58,428 58,058
Chong Hing Commodities and Investment holding
Futures Limited and commodities
and futures broking

BB RIS A R A 5] g 274,865 265,250 181,518 178,382
Chong Hing Insurance Company Insurance
Limited underwriting

AlEL (REEH) AR E Rt iR 100 100 100 100

Chong Hing (Management)
Hong Kong Limited

e
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ARTE o B HR BB R S S R
B EMEAEB S 8 et
o BREMKRESHE R
B b A B R B~ AR JE B
R H At 5 R B - IR A B R
BRI E R SITER
EHIE 2 BOR -

Provision of
management services

11. RISK MANAGEMENT

The Group has established policies, procedures, and controls for
measuring, monitoring and controlling risks arising from the banking
and related financial services business. These policies, procedures, and
controls are implemented by various committees and departments of the
Group and are regularly reviewed by the Board of Directors. The internal
auditors also play an important role in the risk management process by
performing regular, as well as sporadic compliance audits.

The management of assets and liabilities of the Group is conducted
under the guidance of the Asset and Liability Management Committee
(the “ALCO”). The ALCO holds meetings every two weeks, and
more frequent meetings when required, to review and direct the
relevant policies, and to monitor the bank-wide positions. The day-to-
day management of the liquidity, foreign exchange, interest rate and
other market risks, and the compliance with the ALCO and the Risk
Management and Compliance Committee (the “RMCC”) policies are
monitored by the Treasury Department, the Finance Department and
the Finance and Treasury Management Division with the assistance of
various qualitative and quantitative analyses.
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11. RISK MANAGEMENT - continued

In addition to complementing the ALCO in the management of assets and
liabilities, the RMCC also oversees the implementation of the policies
and procedures established for managing the Group’s operational, legal,
and reputation risks and compliance requirements.

(@

(i)

(iii)

Capital management

The Group has adopted a policy of maintaining a strong capital
base to support its business growth. The Group’s capital adequacy
ratio has remained well above the statutory minimum ratio of 8%
for the past five financial years.

Credit risk

Credit risk is the risk that a customer or counterparty may fail to
meet a commitment when it falls due.

The Group’s lending policy sets out in details the credit approval
and monitoring mechanism, the loan classification system and
provisioning policy, which is established in accordance with the
requirements and provisions of the Hong Kong Banking Ordinance
and the guidelines issued by the HKMA.

Day-to-day credit management is performed by the Loans
Committee with reference to the creditworthiness, and concentration
risk of and the collateral pledged by the counterparties. Decisions
made by the Loans Committee are reviewed regularly by the
Executive Loans Committee comprising executive directors and
deputy chief executive officers.

Liquidity risk
Liquidity risk is the risk that the Group is unable to meet its current
obligations when they fall due.

The Group has laid down liquidity policy which is reviewed
regularly by the Board of Directors. This policy requires the
Group to maintain a conservative level of liquid funds on a daily
basis to ensure the availability of adequate liquid funds to meet all
obligations, and the compliance with the statutory liquidity ratio
requirement. The liquidity position is monitored through statutory
liquidity ratio, loan-to-deposit ratio, maturity profile of assets and
liabilities, and inter-bank transactions undertaken by the Group.
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11. RISK MANAGEMENT - continued

(iv) Market risk

)

Market risk is the risk of losses in assets, liabilities and off-balance

sheet positions arising from movements in market rates and prices.

Market risk arising from the trading book is considered immaterial,
as the Group does not maintain significant positions of financial
instruments leading to foreign exchange, interest rate, commodity
and equity exposures. Structural foreign exchange exposure is

explained further under (v) foreign exchange risk.

Foreign exchange risk

The Group does not have any significant foreign exchange risk
as foreign exchange dealing is moderate. Structural foreign
exchange exposure arising from investments in foreign branches
and subsidiaries is accounted for in the reserves account. Day-to-
day foreign exchange management is performed by the Treasury

Department within approved limits.

The Group takes on exposure to effect of fluctuations in the
prevailing foreign currency exchange rates on its financial position
and cash flows. The Board of Directors sets limits on the level of
exposure by currency and in total for both overnight and intra-day
positions, which are monitored daily. Off-balance sheet notional
position represents the contractual amounts of foreign currencies

bought and sold under foreign exchange contracts.
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11. RISK MANAGEMENT - continued

(vi)

Interest rate risk

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. Fair value interest rate risk is the risk that the value
of a financial instrument will fluctuate because of changes in
market interest rates. 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 risks. Interest margins may increase
as a result of such changes but may reduce or create losses in the
event that unexpected movements arise. Limits are set on the level
of mismatch of interest rate repricing that may be undertaken,

which is monitored regularly.

The Group does not carry any interest rate positions on its trading
book. Certain interest rate contracts entered into to manage the
Group’s own risk are classified as trading securities. Interest rate
risk arises primarily from the timing differences in the re-pricing of,
and the different bases of pricing interest-bearing assets, liabilities
and commitments, and from positions of non-interest bearing
balances. Interest rate risk is monitored by regular sensitivity
analyses of the net re-pricing gap and of different scenarios of
pricing bases of assets and liabilities grouped with reference to

their next contractual repricing date or maturity date.
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11. RISK MANAGEMENT - continued

(vii)

(viii)

Operational and legal risk

Operational risk is the risk of unexpected losses attributable to
human error, systems failures, frauds, or inadequate internal

controls and procedures.

Executive directors, department heads, in-house legal counsels, and
internal auditors collaborate to manage operational and legal risks
through proper human resources policies, delegation of authorities,
segregation of duties, and timely and accurate management
information. Senior management and the Audit Committee are
accountable to the Board of Directors for maintaining a strong and
disciplined control environment to provide reasonable assurance

that the operational and legal risks are prudently managed.

A comprehensive contingency plan is available to ensure that key
business functions continue and normal operations are restored

effectively and efficiently in the event of business interruption.

Reputation risk

Reputation risk is the risk to earnings or capital arising from

negative public opinion.

Reputation risk is managed by ensuring proper and adequate
communications and public relation efforts to foster the reputation
of the Group. A risk management mechanism guided by the senior
management including executive directors and senior managers has
been established to manage the media exposure, handle customers’
and other relevant parties’ complaints and suggestions, and to
ensure that new business activities and agents acting on the Group’s

behalf do not jeopardise its reputation.
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TO THE BOARD OF DIRECTORS OF CHONG HING BANK LIMITED

Introduction

We have reviewed the interim financial information set out on pages 4 to 44
which comprises the condensed consolidated statement of financial position
of Chong Hing Bank Limited (the “Bank™) and its subsidiaries (collectively
referred to as the “Group”) as of 30 June 2013 and the related condensed
consolidated statement of profit or loss, statement of profit or loss and
other comprehensive income, statement of changes in equity and statement of
cash flows for the six-month period then ended, and certain explanatory notes.
The Main Board Listing Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited require the preparation of a
report on interim financial information to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” (“HKAS 34”) issued by the Hong Kong Institute of Certified
Public Accountants. The directors of the Bank are responsible for the
preparation and presentation of this interim financial information in accordance
with HKAS 34. Our responsibility is to express a conclusion on this interim
financial information based on our review, and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of engagement, and for
no other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

Scope of review

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by
the Independent Auditor of the Entity” issued by the Hong Kong Institute
of Certified Public Accountants. A review of interim financial information
consists of making inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review procedures.
A review is substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not enable
us to obtain assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial information is not prepared, in all material
respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

7 August 2013
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INTERIM DIVIDEND

The directors have declared an interim cash dividend for 2013 of HK$0.14 per
share, payable on Thursday, 26 September 2013 to shareholders whose names
are listed on the register of members of the Bank on Thursday, 19 September
2013 (2012 interim cash dividend: HK$0.11 per share paid on 27 September
2012).

B EH W
CLOSURE OF REGISTER OF MEMBERS

The register of members of the Bank will be closed from Tuesday,
17 September 2013 to Thursday, 19 September 2013 (both days inclusive),
during which period no transfer of shares can be registered. In order to
qualify for the 2013 interim cash dividend, all transfer documents, along
with the relevant share certificates, must be lodged for registration with
the Bank’s share registrar and transfer office, Computershare Hong Kong
Investor Services Limited of Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Hong Kong, not later than 4:30 pm on Monday,
16 September 2013.

A#F 4 Bl R MGZWE - o B sk

PURCHASE, SALE OR REDEMPTION OF THE BANK’S LISTED SECURITIES

HE_E-=FH=1THILxEA -
AERAT K H B a2 SN SR ek
JE I A R T 2 B -

Neither the Bank nor any of its subsidiaries had purchased, sold or redeemed

any of the Bank’s listed securities for the six months ended 30 June 2013.
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Pursuant to Rules 13.51B(1) and 13.51B(3) of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “HKSE”),

the changes in directors’ information are set out as follows:

Dr Robin Yau Hing CHAN received an emolument in the form of
director’s fee amounting to HK$250,000 in 2012 having reference to his

position as the Bank’s Independent Non-executive Director.

Mr CHENG Yuk Wo received an emolument in the form of director’s fee
amounting to HK$250,000 in 2012 having reference to his position as the
Bank’s Independent Non-executive Director with committee responsibilities.
Moreover, Mr Cheng resigned as an Independent Non-executive Director
of South China Land Limited, which is a public company listed on HKSE,
on 7 May 2013.

Mr Wanchai CHIRANAKHORN received an emolument in the form
of director’s fee amounting to HK$250,000 in 2012 having reference to his
position as the Bank’s Independent Non-executive Director with committee

responsibilities.

Mr Alfred Cheuk Yu CHOW received an emolument in the form of
director’s fee amounting to HK$250,000 in 2012 having reference to his

position as the Bank’s Non-executive Director with committee responsibilities.

Mr Timothy George FRESHWATER received an emolument package
comprising director’s fee and other benefits amounting to HK$330,000
in 2012 having reference to his position as the Bank’s Independent
Non-executive Director with committee responsibilities. Moreover,
Mr Freshwater resigned as Non-executive Chairman of Grosvenor

Asia Pacific Limited, on 1 July 2013.
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Mr HE Jiale received an emolument in the form of director’s fee
amounting to HK$104,000 in 2012 having reference to his position as

the Bank’s Non-executive Director since 22 May 2012.

Mr Hidekazu HORIKOSHI received an emolument in the form of
director’s fee amounting to HK$68,000 in 2012 having reference to his

position as the Bank’s Non-executive Director since 8 August 2012.

Mr LAU Wai Man received an emolument package comprising director’s
fee, contribution to retirement benefits scheme, and salary and other benefits
amounting to HK$2,904,000 in 2012 having reference to his position as the
Bank’s Executive Director and Deputy Chief Executive Officer in charge of its

China and Overseas Banking Division and Compliance Department.

Mr Wilfred Chun Ning LIU received an emolument package comprising
director’s fee, contribution to retirement benefits scheme, and salary and other
benefits amounting to HK$2,493,000 in 2012 having reference to his position

as the Bank’s Executive Director in charge of its Securities Business Division.

Mr Christopher Kwun Shing LIU received an emolument in the form
of director’s fee amounting to HK$170,000 in 2012 having reference to his
position as the Bank’s Non-executive Director. Mr Liu’s director’s fee for
2013 has earlier been changed to HK$250,000 having reference to his position

as the Bank’s Non-executive Director with committee responsibilities.
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DISCLOSURE OF CHANGES IN DIRECTORS’ INFORMATION
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Mr LIU Lit Chi received an emolument package comprising director’s
fee, contribution to retirement benefits scheme, and salary and other benefits
amounting to HK$8,263,000 in 2012 having reference to his position as the

Bank’s Managing Director and Chief Executive Officer.

Dr LIU Lit Mo received an emolument package comprising director’s
fee, contribution to retirement benefits scheme, and salary and other benefits
amounting to HK$779,000 in 2012 having reference to his position as the

Bank’s Chairman and Executive Director.

Mr Don Tit Shing LIU received an emolument package comprising
director’s fee, contribution to retirement benefits scheme, and salary and
other benefits amounting to HK$5,211,000 in 2012 having reference to his
position as the Bank’s Executive Director and Deputy Chief Executive Officer
in charge of its Corporate & Commercial Banking Division and the Wealth

Management Division.

Mr Andrew Chiu Cheung MA received an emolument in the form of
director’s fee amounting to HK$250,000 in 2012 having reference to his
position as the Bank’s Independent Non-executive Director. Mr Ma is entitled
to receive director’s fee amounting to HK$250,000 in 2013 having reference
to his position as the Bank’s Independent non-executive Director with

committee responsibilities.

Mr MENG Qinghui received an emolument in the form of director’s fee
amounting to HK$170,000 in 2012 having reference to his position as the

Bank’s Non-executive Director.

Other than those disclosed above, there is no other information in respect
of the above directors and any other directors of the Bank required to be
disclosed pursuant to Rules 13.51B(1) and 13.51B(3) of the Rules Governing
the Listing of Securities on the HKSE.
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DIRECTORS’ (INCLUDING THE CHIEF EXECUTIVE OFFICER’S) INTERESTS

AND SHORT POSITIONS IN SECURITIES

WRIECE SR EEG Y 56 352 %1 As of 30 June 2013, the interests and short positions of the directors (including

MU Z T AMETR s R — =%  the chief executive officer) in the securities and underlying securities of the

SH=1H - NHESE (BT E) Bank and its associated corporations (under Part XV of the Securities and

FHAAMITREBE® AT (EFH A Futures Ordinance (the “SFO™)), as recorded in the register required to be kept
(BERIEERE)Y S XVIEE) 2835  under Section 352 of the SFO, were as follows:

KRR RS HE s B T

O F#4r

Fioezd i

Interests in securities

HENTA
Director’s
name

£ FA
Liu Lit Mo

B
Liu Lit Chi

ks 2
Don T S Liu

R A
Robin Y H Chan

Timothy G Freshwater

(I) The Bank

HASERRNE®E
Number of ordinary shares held
e RFITRA
ZHEITL
i8N\ 35 B 4 25 7y B WA Percentage
Personal Spousal Corporate Total of issued
interests interests interests interests share capital
1,002,450 — 258,359,628 259,362,078 59.62347
Wt (—)
Note (1)
313,248 — 260,622,839 260,936,087 59.98531
Bt (—) R (=)
Notes (1) & (2)
15,000 — — 15,000 0.00345
48,400 — 1,018,000 1,066,400 0.24515
WEt (=)
Note (3)
396 — — 396 0.00009
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DIRECTORS’ (INCLUDING THE CHIEF EXECUTIVE OFFICER’S) INTERESTS
AND SHORT POSITIONS IN SECURITIES

Hfat

(—) 258,359,628 f & $R 47 Az 412 » B T %l

(2)

BIA

() kT A S A E A EE R
28z 2 AN o S A B
BEREAMAE (THAIEESE))
i > 218,359,628 BRAZ 17 - b
CBH R SR - BEIE R
J3 B8 G Ay e i A G
HIRAE 50 EEA %%
MRy > hE s (B EREE A BR A B
F—FANLNE] > HiE B A B 2
HIRAE 4 44% C 31T K 812
A ) s K

@ H=#HmURN RiTHE
40,000,000 A% 17 - ARYE— Ll
EZ Wk =% W UFIR1T
1527 B A B B 3 — TR SRR A
e B A B B T A 5% 1 sk T
AT o] B 8] 7 166 3% VB 48 fc 5% B A
WER R - S TR
=# W URRIT HAEBRE
FER AR T B A L 2 .
TRE %5 R W IR - BIFIR
5k B B B i A e A 4 ) 2 28 B G
C AP S GYNEEE B SN E g
MRS - TR R B SR

fiig o

B EMAR A FRA Z 2,263,211
WA MATRAT BAEEER
HEEBR AL RBRE KL W%
(77 R B IR - BRI S
EEE AR < hEas -

1,018,000 R& A~ 2R47 0% 173 i Asia Panich
Investment Company (Hong Kong)
Limited RRHF i T ARRA A - L
N EHEREEE R A R L2
ferEkW I i AT -

Notes:

(1) 258,359,628 shares in the Bank are attributed as follows:

®

(i)

218,359,628 shares held by public listed Liu Chong Hing Investment
Limited’s wholly-owned subsidiary, Liu Chong Hing Estate Company,
Limited (“Liu Chong Hing Estate”), in which each of Messrs Liu Lit Mo and
Liu Lit Chi is deemed under the SFO to be interested through Liu’s Holdings
Limited, a private company holding approximately 44% of Liu Chong Hing

Investment Limited’s issued and fully-paid share capital; and

40,000,000 shares held by The Bank of Tokyo-Mitsubishi UFJ, Ltd
(“Bank of Tokyo-Mitsubishi UFJ”). Pursuant to an agreement in 1994,
Bank of Tokyo-Mitsubishi UFJ has granted an option to Liu Chong Hing
Estate exercisable at any time during the term of that agreement to purchase
all such shares and Bank of Tokyo-Mitsubishi UFJ is required to offer to sell
all such shares to Liu Chong Hing Estate in certain circumstances. By virtue
of the interests of Messrs Liu Lit Mo and Liu Lit Chi in Liu Chong Hing
Estate through Liu’s Holdings Limited, each of them is deemed under the

SFO to be interested in such shares.

(2) 2,263,211 shares in the Bank are held by Alba Holdings Limited, shareholders of
which include Mr Liu Lit Chi and his associates. Accordingly, Mr Liu Lit Chi is

3

deemed under the SFO to be interested in such shares.

1,018,000 shares in the Bank are held collectively by Asia Panich Investment

Company (Hong Kong) Limited and United Asia Company Limited. These

corporations or their directors are accustomed to acting in accordance with

Dr Robin Y H Chan’s directions or instructions.
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DIRECTORS’ (INCLUDING THE CHIEF EXECUTIVE OFFICER’S) INTERESTS

(ID) R0 B 1 S A R 2 ]
(AT Z W8~ |])

B

Interests in securities

HEFH EPN
Director’s Personal
name interests
BiFIG 795,600
Liu Lit Mo
g 141,668
Liu Lit Chi
PlEE: 324 7,920
Timothy G Freshwater
/)’/J‘if :

) HEKEBMAR A E S H TG

FiE B A B %AW AE
165,840,189 BE A% {7y » BEZU k18 1
K B SN e Ry i N Bl Z R
AL - AR DS GES R S 1% 51D -
JE N K g o B G A e A o A
WA S ER 2 S -

HEmAMRASIALERFA
B3 A B 2 A BR Y 5] 6,000,000 A%
W fy - BESU B R H A
TR B o HL - IRIECGEHR
WG EEy - BER a4
BEZ SR 2 -

(=) MEREEARLE & TG
A BRI B A R ]
45,123,064 KA {7 » BEENE S A

ke HL 1 %ﬁ)\i%ﬂx% X -
AR 2 ke W& 1% 6l )

@?!!ES‘EEE?&E-‘.?
B A 2 W 2

HAth 3877 W S 3

TEEH 2 %

*EB’%(*’“%EZHH IR - Br LA C i EE
A MR E—-=FH="+H -

jtﬁtﬁﬂi%(ﬁ% TEAAER) - SR
BN, AT R HE B A E]
ﬁﬁﬁ:ﬁﬁﬂﬁ G2 (S B S 2 ) B o
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=+H- %$(’F}i‘£ B ) Bk %
Z B B 1 AR\ F 2l
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AND SHORT POSITIONS IN SECURITIES

(II) Liu Chong Hing Investment Limited
(associated corporation of the Bank)

FASEREREE
Number of ordinary shares held

e FITRA
ZHEITE
e 193 40 2 ANGIE R WA A Percentage
Spousal Corporate Total of issued
interests interests interests share capital
— 171,840,189 172,635,789 45.60046

BEtE(—) R (=)

Notes (1) & (2)
— 210,963,253 211,104,921 55.76179

Mat (—) R (=)

Notes (1) & (3)
— — 7,920 0.00209

Notes:

(1) 165,840,189 shares in Liu Chong Hing Investment Limited are beneficially held
by Liu’s Holdings Limited, shareholders of which include Messrs Liu Lit Mo and
Liu Lit Chi. Accordingly, each of Messrs Liu Lit Mo and Liu Lit Chi is deemed
under the SFO to be interested in such shares.

(2) 6,000,000 shares in Liu Chong Hing Investment Limited are beneficially held

by Eternal Wealth Limited, shareholders of which include Dr Liu Lit Mo and his
associates. Accordingly, Dr Liu Lit Mo is deemed under the SFO to be interested
in such shares.

(3) 45,123,064 shares in Liu Chong Hing Investment Limited are beneficially held

by Alba Holdings Limited, shareholders of which include Mr Liu Lit Chi and his
associates. Accordingly, Mr Liu Lit Chi is deemed under the SFO to be interested
in such shares.

Other interests and short positions in securities

Under the SFO, other than those interests disclosed above, as of
30 June 2013, none of the directors (including the chief executive officer),
nor their respective associates, had any other interests (nor any short positions)
in any securities (nor in any underlying securities) in the Bank and its
associated corporations. Moreover, as of 30 June 2013, none of the directors
(including the chief executive officer), nor their respective spouses and
children under 18 years of age, had been granted any rights to subscribe for
the securities in the Bank and its associated corporations, much less had any

such rights exercised.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN

SECURITIES

B L KM (BT B E) C
WeEE  ME S - ARYE GBS BRI
58 336 i 8% 17 Z X ac £ MU - R
ZE-=FRA=1TH MIBHFRA
AT ISR S AR S i R B

£

Name

A EE AR E
Liu Chong Hing Estate Company, Limited

ERIEE AR E]

Liu Chong Hing Investment Limited

B ECEEARR A E
Liu’s Holdings Limited

Bauhinia 97 Limited

HhiE (&) HEARAE]
COSCO (Hong Kong) Group Limited

rh R 7 A (SRR ) 40 S
China Ocean Shipping (Group) Company

=W UFI $/47
The Bank of Tokyo-Mitsubishi UFJ, Ltd

Mitsubishi UFJ Financial Group, Inc

As of 30 June 2013, the register maintained under Section 336 of the SFO
showed that, other than the interests disclosed above in respect of certain
directors (including the chief executive officer), the following parties had

interests and short positions in the securities and underlying securities in the

he A

ZEk

S BUL LS| Percentage

Er 5y Number of of issued

Capacity ordinary shares share capital

HRHAA 218,359,628 50.20
Beneficial owner Wzt (—) R (=)
Notes (1) & (3)

S B 2 HE R 218,359,628 50.20
Interest of a Bzt (—) R (=)
controlled corporation Notes (1) & (3)

YN B 2 218,359,628 50.20
Interest of a Mat (—) R (=)
controlled corporation Notes (1) & (3)

IEETECE=DN 87,000,000 20.00
Beneficial owner Mzt (—)
Note (2)

A B 2t 87,000,000 20.00
Interest of a Bzt =)
controlled corporation Note (2)

e B 2 87,000,000 20.00
Interest of a Bt —)
controlled corporation Note (2)

SEE TS E=DN 42,000,000 9.66
Beneficial owner Mzt (=)
Note (3)

e B 2 42,000,000 9.66
Interest of a Bzt (=)
controlled corporation Note (3)
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN

Wit -
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Bauhinia 97 Limited % th & ( & )
EEEMRASIZ2EME LS
mhE (F%) SEAR LS AhE
IR (HEE) BaE 22 EE
nE] o R FrEE KA B 2 87,000,000
H% IG5/ Bauhinia 97 Limited 44 &0
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= % U5 UFT SR 47 % Mitsubishi UFJ
Financial Group, Inc 2 2= & Kt & 2
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SECURITIES

Notes:

(¢))

(@)

3

These interests are the same as those of certain directors (including the
chief executive officer) disclosed above under the heading “DIRECTORS’
(INCLUDING THE CHIEF EXECUTIVE OFFICER’S) INTERESTS AND
SHORT POSITIONS IN SECURITIES” Note (1)(i). Liu Chong Hing Estate
Company, Limited (“Liu Chong Hing Estate”) is a wholly-owned subsidiary of
Liu Chong Hing Investment Limited, a public company listed on The Stock
Exchange of Hong Kong Limited. Liu’s Holdings Limited, a private company, had
interest in about 44% of Liu Chong Hing Investment Limited’s issued and fully-paid
share capital. The references to the 218,359,628 shares in question all relate to the
same block of 218,359,628 shares held by Liu Chong Hing Estate, in which each
of Messrs Liu Lit Mo, Liu Lit Chi and Liu Lit Chung, members of the Liu’s family,
is deemed under the SFO to be interested through Liu’s Holdings Limited.

Bauhinia 97 Limited is a wholly-owned subsidiary of COSCO (Hong Kong) Group
Limited, which in turn is a wholly-owned subsidiary of China Ocean Shipping
(Group) Company. The references to the 87,000,000 shares in question all relate
to the same block of 87,000,000 shares registered in the name of Bauhinia 97
Limited.

The Bank of Tokyo-Mitsubishi UFJ, Ltd is a wholly-owned subsidiary of
Mitsubishi UFJ Financial Group, Inc. The references to the 42,000,000 shares in
question both relate to the same block of 42,000,000 shares registered in the name
of The Bank of Tokyo-Mitsubishi UFJ, Ltd.

Pursuant to an agreement in 1994, The Bank of Tokyo-Mitsubishi UFJ, Ltd has
granted an option to Liu Chong Hing Estate exercisable at any time during the term
of that agreement to purchase 40,000,000 of the 42,000,000 shares in question
and The Bank of Tokyo-Mitsubishi UFJ, Ltd is required to offer to sell all such
40,000,000 shares to Liu Chong Hing Estate in certain circumstances. By virtue
of the respective interests of Messrs Liu Lit Mo, Liu Lit Chi and Liu Lit Chung in
Liu Chong Hing Estate through Liu’s Holdings Limited, each of them is deemed
under the SFO to be interested in such 40,000,000 shares.

Other than those interests and short positions in the securities and underlying

securities in the Bank as disclosed above under Section 336 of the SFO,

the Bank had not been notified of any other interests and short positions in its

securities and underlying securities as of 30 June 2013.
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COMPLIANCE WITH CORPORATE GOVERNANCE CODE

HEMDAARITREE T —=4H
=+HIEANEAZ &R ESTER 30 June 2013, the Bank has complied with the former (Code on Corporate
FHEE A B AR T35 Fi#lAl  Governance Practices) and the revised (Corporate Governance Code) Code
B &%+ 00 Z 83 srRI BB A F M Provisions as set forth in Appendix 14 to the Rules Governing the Listing of
SPRIY K& se Rl (2 asFRID
W ZSFRIGESE - M

The directors confirm that, for the accounting period for the six months ended

Securities on The Stock Exchange of Hong Kong Limited except:
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Under the Bank’s Articles of Association, one-third (or, if the quotient
resulting from the division of the number of directors by three is not a
whole number, the number nearest one-third) of the directors for
the time being, who have been longest in office since their last election,
shall be subject to retirement by rotation and re-election at each annual
general meeting. As between persons who became directors on the same
day, those to retire shall (unless they otherwise agree between themselves)
be determined by drawing lots. And as to those persons additionally
appointed as directors or appointed as directors to fill casual vacancies by
the board of directors, they shall hold office only until the next following
annual general meeting and shall then be eligible for re-election (but
not to be taken into account in determining the directors or the number
of directors who are to retire by rotation) at that annual general meeting.
The directors consider such practices to be appropriate alternatives to

those recommended under Code Provisions A.4.1 and A.4.2.

As to the nomination of candidates for appointment to the board, instead
of having a nomination committee in place under Code Provision A.5.1,
any director is entitled to recommend for the consideration and, if thought
fit, approval of the board, as well as other relevant supervisory and
regulatory bodies, suitable candidates who can contribute to the Bank,
and discharge their responsibilities in the interests of the Bank and its
shareholders as a whole. The directors consider such a practice to be an

appropriate alternative to that recommended under Code Provision A.5.1.
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COMPLIANCE WITH CORPORATE GOVERNANCE CODE
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3. As set forth in the Bank’s Policy Statement on Corporate Governance,
the directors should bear in mind that despite their respective directorial
classifications (as the case may be, as executive directors, non-executive
directors or independent non-executive directors), each of them shall
exercise his own judgement when matters are submitted to the board
for the individual directors’ collective review, decision and approval.
The directors shall guard against any conflict of interest and act in good
faith in the interests of the Bank as a whole at all times. They shall
exercise due care, diligence and skill when performing their duties and
shall use their powers for proper corporate purposes only.

In line with the Bank’s Policy Statement on Corporate Governance,
the Chairman has encouraged his fellow directors (be they executive
directors, non-executive directors or independent non-executive
directors) to freely express their views and has allowed sufficient time
for discussion of issues at full board meetings. If, for example, the
non-executive directors (including the independent non-executive
directors) hold views contrary to those of the executive directors
in respect of any matter discussed at a full board meeting, the minutes
will have this reflected clearly. In the light of such an established
practice, the directors are of the view that such open and free discussions
at full board meetings among all the directors are more productive and,
as such, there is no further need for the non-executive directors (including
the independent non-executive directors) to hold meetings, under Code
Provision A.2.7, without the presence of the executive directors.

Furthermore, the Bank has adopted a code for securities transactions
by directors with terms no less exacting than those set out in the Model
Code for Securities Transactions by Directors of Listed Issuers under
Appendix 10 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Model Securities Transactions Code”).
After specific enquiry by the Bank, all of the directors confirmed that, for
the accounting period for the six months ended 30 June 2013, they had
complied with the required standards as set out in both the Model Securities
Transactions Code and the Bank’s own code in question.

REBERSGZSMARZE kAR AN E MG S
PUBLICATION OF RESULTS ON THE WEBSITES OF
THE STOCK EXCHANGE OF HONG KONG LIMITED AND THE BANK

A RS 2 5 A R E R
bt SRS € 2 A B & R A R AT
“E-—FhRECEFTERE
SRR B R A SR T4 3 1A

The Bank’s Interim Report 2013, containing the relevant information
required by the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, has been published on the websites of
The Stock Exchange of Hong Kong Limited and the Bank.
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Economic Review

On entering 2013, the global economy remains unstable. Despite some
relative improvement in the global markets in late 2012, concerns over the
Euro debt crisis reemerged with the inconclusive Italian election and Cypriot
banking crisis in the first quarter of 2013. These were further aggravated by
the massive quantitative easing policies launched by the Japanese Government
in April and the first announcement of debt purchase reduction schedule by
the US Federal Reserve Board (“FRB”) in June, resulting in a turbulent global

financial environment.

Despite the complicated and changing external environment, the Hong Kong
economy grew moderately in the first quarter, which was attributable to solid
growth of the Mainland economy. Gross domestic product grew by 2.8% in
real terms compared with that of the same period last year. With the labour
market in rather good shape, the unemployment rate fell slightly to 3.3% in
the second quarter. To address the overheated property market resulting from
sustained low interest rates, the Hong Kong Government increased the ad
valorem stamp duty rates for property transactions and tightened the terms of
mortgage lending in February. Consequently, the volume of registrations of
secondary residential market for the first half of the year dropped to a record
low in ten years. On the stock market front, Hang Seng Index zigzagged
downwards, which was exacerbated by the FRB announcement of its exit plan
in June as well as tightened liquidity in the Mainland. Eventually, the index
closed at around 20,800 on the last trading day of the first half of the year.

After its rate-fixing meeting in June, the FRB announced that it would keep
the target range for the federal funds rate at 0% to 0.25% and maintain asset
purchases at a pace of US$85 billion per month. In addition, FRB revealed
that it may start cutting back purchases later this year and stop purchasing by
mid-2014 the earliest. The message shocked the world, dragging down stock,

exchange and debt markets across the globe.

Results Announcement and Profit Analysis

The results for the six months ended 30 June 2013 of the Bank, on an unaudited

and consolidated basis, are summarised below:
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Six months ended 30 June

2013
EL e O
H£($’000
CREgHH)
(Unaudited)
(BRYHRIGERRIN)
Key Financial Data (unless otherwise specified)
1. Net operating profit before impairment 335,191
2. Profit attributable to shareholders 276,307
3. Return on equity 7.40%
(HEhEEL)
(annualised)
4. Earnings per share 0.64
er HK$
5. Net interest income 475,738
6. Net interest margin 1.19%
7. Net fee and commission income 105877
8. Net (losses) gains on financial instruments
at fair value through profit or loss (116,056)
9. Other operating income 228,147
10. Operating expenses 358,253
11. Cost-to-income ratio 51.66%
12. Impairment allowances on loans and advances
- Net (allowances) amounts reversed (17,592)
13. Total loans and advances to customers 42,624,515
14. Impaired loan ratio 0.08%
15. Provision coverage of impaired loans and 637.35%
advances
16. Rescheduled loan ratio 0.62%
17. Total customer deposits 68,755,915
18. Loan-to-deposit ratio 56.42%
19. Total assets 81,663,532
20. Net asset value per share e 17.12
HK$
(R ERR)
(before interim cash dividend)
21. Capital adequacy ratio 14.63%
22. Tier | capital ratio 10.79%

2012

BT

HK$°000
(R LU
(Unaudited) Bkt
(BRFERIEEWIS)  Variance

(unless otherwise specified) %

257,098 +30.37
259,749 +6.37

7.64% -3.14
(ZB—THF)
(for year 2012)
)60 +637
HKS$

400,551 +18.77
1.06% +12.26
91877 +15.24

28,358 -509.25
122,660 +86.00
387075 -745
60.09% -14.03

34432 -151.09

39,192,189 +8.76
(BE=Z-"8+"R)
(as of Dec 2012)

0.06% +33.33
(BE=Z-"8+"R)
(as of Dec 2012)

779.36% -1822
(BE=Z-"81+"R)
(as of Dec 2012)

0.54% +14.81
(BE=Z-"8+"R)
(as of Dec 2012)

67,508,748 +1.85
(BE=Z-"8+"R)
(as of Dec 2012)

52.53% +741
(BE=Z-"8+"R)
(as of Dec 2012)

80,755,365 +1.12
(BE=Z-"8+"R)
(as of Dec 2012)

B 1695 +100

HK$

(FAMBRARIBIERE)
(before final cash dividend
as of Dec 2012)

15.34% 463
(B2_ZF—-_%+_H)
(as of Dec 2012)

10.57% +2.08
(BOBEARLLE)
(BE-Z—"%+-H)

(Core capital ratio as of Dec 2012)

23. Common Equity Tier 1 capital ratio 10.79% 10.57% +2.08
(MLEAR)
(BE-Z-"84"H)
(Core capital ratio as of Dec 2012)

24. Average liquidity ratio 42.28% 44.35% -4.67
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Analysis of Key Financial Data

For the first half of 2013, on an unaudited, consolidated basis, the net
operating profit before impairment was HK$335 million and improved by
30.4% from the corresponding period in previous year. Net interest income
increased by 18.8% as total assets rose by 2.3% year on year and net interest
margin widened 13 basis points from 1.06% for the first half of 2012 to 1.19%.
Net interest margin continued to improve and rose by 6 basis points from the
second half of 2012. Net fee and commission income increased by 15% year
on year after commission income from customer securities dealings rose by

14% and commission income from agency services rose by 42%.

Net losses on financial instruments at fair value through profit or loss were
HK$116 million in the first half of 2013 and included revaluation losses
on foreign currency forward contracts of HK$124 million which should be
offset by net exchange gains and net gains from foreign currency contracts of
HK$159 million included under other operating income. The Bank entered
into these contracts mainly to exchange surplus funds from customer deposits
in Australian and New Zealand dollars into US dollars, which created the
spot positions, and place them in the interbank market to earn extra return for
the Bank. The foreign exchange risk was covered by entering into foreign
currency forward contracts which matched the maturity dates of the interbank
placements. The spot positions and forward contracts were revalued and

disclosed separately as required by the accounting standards.

On the other fronts, operating expenses dropped by 7.5% from the
corresponding period in previous year. New impairment allowances on loans
and advances increased by HK$23 million year on year to HK$28 million in
the first half of 2013 mainly attributable to increase in collective impairment

allowances.

Profit attributable to shareholders amounted to HK$276 million, an increase
of 6% over that for the corresponding period in previous year, translating into

earnings of HK$0.64 per share and annualised return on equity of 7.4%.
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As of 30 June 2013, compared with the figures as of 31 December 2012,
total loans and advances to customers increased by 8.8% to HK$42,625
million with loans to corporations for use in Hong Kong increasing
by 11%, loans for purchase of residential properties in Hong Kong increasing
by 6% and trade finance increasing by 40% in the first half of 2013.
We continue to maintain a robust credit risk management system.
Through ongoing close monitoring, the quality of our loans and advances
continued to be good. Impaired loan ratio continued to be at a considerably
low level of 0.08% and rescheduled loan ratio at 0.62%, while provision
coverage of impaired loans and advances stood at a solidly comfortable level
of 637.35%. Total customer deposits remained stable at HK$68,756 million.
Loan-to-deposit ratio increased from 52.53% in December 2012 to 56.42% in
June 2013 and average liquidity ratio decreased by 4.7% to 42.28% year on

year.

Investments in debt securities designated at fair value dropped significantly
after the structured products were sold and most of the convertible
bonds were called or matured in the first half of 2013. However,
total investments in securities rose by 7.8% as further investments were
made in available-for-sale debt securities issued by corporate entities and
held-to-maturities debt securities issued by banks and other financial

institutions.

Capital adequacy ratio decreased from 15.34% in December 2012 to 14.63%
in June 2013 after the increases in advances to customers and investments in
debt securities, the Tier 1 capital ratio was at 10.79% and the Common Equity
Tier 1 capital ratio was also at 10.79%. Total assets increased by 1.1% in
the first half of 2013 to HK$81,664 million. The Bank’s net asset value per
share (before the payment of the interim cash dividend declared for 2013) was
HK$17.12 as of 30 June 2013.

All in all, the Bank’s core business lines and overall financial health are strong
and sound, overall asset quality good, impaired loan ratio low, provision
coverage high, and capital adequacy and liquidity ratios well above the

relevant statutory requirements.
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Interim Dividend

Your board has considered that it is prudent to preserve the Bank’s capital
so as to better satisfy the new requirements under “Basel III”. As such, your
board has declared that the interim cash dividend of HK$0.14 per share for the
six months ended 30 June 2013 be payable on Thursday, 26 September 2013
to shareholders whose names appear in the Register of Members of the Bank
on Thursday, 19 September 2013 (2012 interim cash dividend: HK$0.11 per
share paid on 27 September 2012).

Business Review
Corporate and Retail Banking

Loan and Deposit Business

The property market remained sluggish as a result of tightened regulations
implemented by the Hong Kong Government last year and earlier this year.
Nevertheless, through the commendable efforts and professional services
of our frontline staff members, for the first half of the year, residential
mortgage loans recorded reasonable growth in both the number of cases
the loan amounts compared with those of the same period last year. On the
deposit business front, the Bank continued to consolidate its core customers
deposit base and actively attracted small and medium-sized customers in the
community. Through different series of promotion campaigns, sustained
growth was registered in both the number and the portfolio of deposit
customers. In respect of retail loan business, the Bank has added new
customers to its higher yield personal loan and private vehicle business with

double digit year on year growth in income.

As a result of our aggressive strategy in expanding clientele and adjusting
rates, the Bank’s corporate loan business registered substantial growth in terms
of interest income, non-interest income and net interest margin compared
with those of the same period last year. Total volume of corporate loans also
continued to increase. Further to supporting the Hong Kong Government’s
Loan Guarantee Scheme for the small and medium-sized enterprises (“SME”),
the Bank also actively participated in the “SME Financing Guarantee Scheme”
of the Hong Kong Mortgage Corporation Limited to enlarge its SME client

base.
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The Bank’s commitment to providing SMEs with flexible, one-stop banking
services was highly recognised by the industry, as it entered the nomination
for, and received, the “Best SME’s Partner Award” from the Hong Kong

General Chamber of Small and Medium Business for the fifth time.

With the aim of expanding its clientele, the Bank will continue to optimise its
corporate loan portfolio and strengthen its cooperation with quality corporate

customers in exploring business opportunities in a prudent manner.

Card Business

For the first half of 2013, the Bank’s credit card business recorded growth in
the number of credit cards issued, spending amount and accounts receivable
compared with those of the same period last year. Overall merchant-billed
turnover registered double-digit year-on-year growth. In particular, the

turnover for UnionPay cards alone attained a remarkable growth of over 30%.

In the first quarter of 2013, the Bank continued its well-received “Dual Card
Program”. Under the program, customers were rewarded with fabulous treats
upon successful application for UnionPay Dual Currency Credit Card together

with any other Chong Hing credit card.

To maintain its strong business growth, the Bank will continue to develop its

credit card and merchant acquiring businesses.

Life Insurance Business

Through continuous sales management efforts, both the numbers of policies
issued and the first year premium registered grew by over 20% from the same

period last year.
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Wealth Management Business

On the retail investment business front, market sentiment was positive in
the first half of 2013. However, customers largely looked for fixed-income
investment products amid the sustained low rate environment. It is expected
that mixed assets funds and funds with dividends will be more popular.
In the second half of the year, the Bank will continue to focus on selling
open-end funds and retail bonds, and actively launch more Renminbi

investment products.

On the private investment services front, fixed-income investment products
such as corporate bonds and certificates of deposit were more favoured by
customers amidst the low rate environment. Meanwhile, the Bank continued
to develop its account service with one-stop investment and asset filing
services launched in 2012, providing assistance to individuals intending to

enter Hong Kong for residence via the “Capital Investment Entrant Scheme”.

By expanding income stream with new services and continued development of
a well-diversified portfolio of investment products and value-added services,
the Bank expects to achieve overall growth on multiple fronts for its wealth

management business.

China Business

In view of China’s development plan for Qianhai, Shenzhen, the Bank intends
to apply for permission to set up a branch in that district and provide financial
services to its Hong Kong customers. Meanwhile, it is also applying for
qualification of “Renminbi Qualified Foreign Institutional Investor” so as to
provide its Hong Kong customers with access to the Mainland investment

market.

Building on the existing cross-border Renminbi clearing services, the Bank

will further roll out new Renminbi products in line with market demand.
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Treasury Activities

Treasury activities mainly comprise money market operations, foreign
exchange services and investments in debt securities. All these activities are

carried out under prudent risk management.

In view of the changing macroeconomic environment, the Bank has been
closely monitoring market volatility to manage its liquidity and enhance
the return on assets. The certificates of deposit programme and sale and
repurchase businesses will continue to be used to manage the Bank’s

liabilities.

In the area of developing the Renminbi businesses, the Bank took a prudent
and stable approach and offers a comprehensive range of treasury products

and services in Renminbi.

Other Related Businesses

Securities Business

As sentiment in the global and local stock markets improved in the first quarter
of 2013, Chong Hing Securities Limited, a wholly-owned subsidiary of the
Bank, registered considerable year-on-year growth in total commission for
the first half of the year. The mobile securities trading service also registered
sizeable growth in transaction volume. Overall, the securities business
outperformed the market. In addition, the e-Statement service launched in
the second quarter of 2013 was well received by customers. Looking into the
second half of the year, the FRB exit plan and progress of economic stimulus
measures of the Mainland will continue to be the focus of concern among
investors. While the local stock market is expected to see more turbulence,
the general outlook for the Bank’s securities business remains cautiously

optimistic.

Insurance Business

Chong Hing Insurance Company Limited (“Chong Hing Insurance”),
a wholly-owned subsidiary of the Bank, attained satisfactory turnover and
profit for the first half of 2013. Maintaining the Bank’s prudent approach of
development, Chong Hing Insurance will seek further growth by expanding its
SME and individual insurance businesses and offering a more comprehensive

range of quality insurance services.
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Corporate Responsibility

In order to practise the preaching of serving as a “community bank” and
provide a comprehensive range of high quality banking services to the local
community, the Bank endeavoured to strengthen its service network through
continual enhancement of distribution channels by opening new branches and
ATM self-service banking centres in selected locations. Apart from the head

office in Central, the Bank now has a total of 51 local branches.

In addition, the Bank has also been actively participating in and supporting
activities of charitable organisations. In this connection, it was awarded the
“Caring Company” logo by the Hong Kong Council of Social Service for the
sixth year in 2013.

Corporate Governance

The Bank is well aware that complying with the relevant statutory and
regulatory requirements and maintaining good corporate governance
standards are imperative to the effective and efficient operation of the Bank.
The Bank has, therefore, deployed considerable resources, as well as adopted
and implemented relevant measures, to ensure that the relevant statutory
and regulatory requirements are complied with and that a high standard of

corporate governance practices is maintained.

Economic Outlook

Given the slow recovery in the Mainland and the United States, and continued
recession in the Euro zone, coupled with the uncertain effect of the United
States and Japanese monetary policies, the global asset market is expected to
see drastic movements with weak economic growth. The World Bank lowered
the global economic growth forecast to 2.2% for 2013. It also emphasised that
exit measures of the United States will impact developing countries in Asia

and result in a delicate global financial environment.
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Against the background of external uncertainties, the Hong Kong Government
has been working closely with the Central Government to maintain mutual
economic development. At this 10th anniversary of the “Mainland and
Hong Kong Closer Economic Partnership Arrangement”, a joint working
group was set up between the Hong Kong Government and the Central and
Provincial Government to strengthen the implementation measures and
create more mutual opportunities. Moreover, the Ministry of Finance of the
Central Government will issue a total of $23 billion Renminbi sovereign
bonds in Hong Kong this year as a new channel of capitalisation, while
further strengthening the development of Hong Kong as an offshore Renminbi
business centre. Furthermore, to maintain the growth momentum of the
local retail bond market, the Hong Kong Government launched the third
inflation-linked retail bond for subscription by Hong Kong residents in June

2013 with a final issue amount of HK$10 billion.

Although the global economic outlook is filled with challenges and downward
risks, the fundamentally sound elements of the Hong Kong economy will
remain strong with the support of China’s development policies that facilitate
cross-border cooperation and mutual development. Capitalising on such
opportunities, the Bank will strive to strengthen its service quality and pursuit
sustained development by offering a diverse range of innovative banking

products.
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This interim financial information is unaudited, but has been reviewed
by Deloitte Touche Tohmatsu, in accordance with Hong Kong Standard
on Review Engagements 2410, “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the Hong Kong
Institute of Certified Public Accountants, and the Bank’s Audit Committee.

As of the date of this interim report (namely, 7 August 2013):

e the five Executive Directors of the Bank are Dr Liu Lit Mo (Chairman),
My Liu Lit Chi (Deputy Chairman & Managing Director), Mr Lau Wai Man
(Chief Executive Officer), Mr Don Tit Shing Liu (Deputy Chief Executive
Officer) and Mr Wilfred Chun Ning Liu;

* the five Non-executive Directors are Mr He Jiale, Mr Hidekazu Horikoshi,
Mr Christopher Kwun Shing Liu, Mr Alfred Cheuk Yu Chow and Mr Meng

Qinghui; and

* the five Independent Non-executive Directors are Dr Robin Yau Hing Chan,
My Timothy George Freshwater, Mr Wanchai Chiranakhorn, Mr Cheng Yuk
Wo and Mr Andrew Chiu Cheung Ma.

By Order of the Board
Liu Lit Mo

Chairman

7 August 2013
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