UNAUDITED SUPPLEMENTARY
FINANCIAL INFORMATION

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

1. CAPITAL ADEQUACY AND LIQUIDITY RATIOS
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1. EXRRERRARBDESHR

Bank % — KR
2000 1999
Capital adequacy ratio 20.23% 20.32% EARmEHLE

The capital adequacy ratio represents the consolidated ratio of the
Bank as at 31 December computed in accordance with the Third
Schedule of the Banking Ordinance.
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Bank % — KR
2000 1999
Liquidity ratio 45.03% 46.91% MEE SR

The liquidity ratio is calculated as the average liquidity ratio of the
Bank for the year computed in accordance with the Fourth Schedule
of the Banking Ordinance.
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UNAUDITED SUPPLEMENTARY

FINANCIAL INFORMATION

2. COMPONENTS OF CAPITAL BASE AFTER

DEDUCTIONS

The components of the total capital base after deductions as
reported under Part 1 of the Capital Adequacy Return (MA(BS)3) are

AEERHMBBEER
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as follows: AT
Bank % — KR
HK$’000 2000 1999 FET
Core capital B AR
Paid up ordinary share capital 1,080,000 1,080,000 BRIz LR AR A
Share premium 114,288 114,288 it 4 (B
Reserves 1,231,333 1,190,789 w1
Profit and loss statement 129,207 34,619 BaER
Less: Reserve funds related to (21,954) (32,116) B EHERBERZHEES
mortgage loan sold
Total core capital 2,532,874 2,387,580 ZhE N4 RE
Supplementary capital Bt hn & A
Reserves on revaluation of land 125,727 147,517 TR EREEEGH 2 EE
and interests in land
General provisions for 174,229 154,097 —RRERAER
doubtful debts
Perpetual subordinated debt 86,911 86,603 KABEREE
Total supplementary capital 386,867 388,217  MimnE R4z
Total capital base 2,919,741 2,775,797 BAREM AL
Deductions: R
Shareholdings in subsidiaries (89,496) (89,496) KRB RESHIER AT ZKH
or holding company
Exposures to connected (2,001) (7,001) HEFEQF 2 RAR
companies
Equity investment (8,544) — &t 2 &
Total capital base after deductions 2,819,700 2,679,300 Mg EAREREEE
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Bank premises were valued at HK$495 million on an open market
basis by an independent valuer, DTZ Debenham Tie Leung Limited,
Chartered Surveyors, as at 31 December 1999. The effect of this
valuation was not incorporated in the financial statements but has
been incorporated in the computation of the reserves on revaluation
of land and interests in land as at 31 December 1999 and 31
December 2000 disclosed above and the resultant capital adequacy
ratios as at those dates.

3. OVERDUE AND RESCHEDULED ADVANCES TO
CUSTOMERS
(a) Overdue advances to customers
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3. BHRREMAZEFERX

(a) BHIEFERX

Group £
% of gross % of gross
advances to advances to
customers customers
EEFER HEEPRR
HK’000 2000 #EHEIML 1999 #HEEAN FH&T
Six months or less but 50,097 0.33 118,234 0.77 AU E=6M@A
over three months
One year or less but 54,263 0.36 189,025 1.23 6B FE14F
over six months
Over one year 27,874 0.19 617,224 4.00 1M F
Total 132,234 0.88 924,483 6.00 @E
Specific provisions 30,380 125,943 e £
Market value of 119,071 844,097 Fris B H I 2 @ B # 50
security held against ZEHmTE
the secured overdue
advances
Secured overdue 108,352 782,449 B 8RR
advances
Unsecured overdue 23,882 142,034 EEH RN
advances
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(b) Rescheduled advances to customers

Group £

% of gross
advances to

% of gross
advances to

AEERHMBBEER

(b) REMAZEFER

customers customers
HEEFER FEFBR
HK'000 2000 HAEAEAL 1999 REFDL FHET
Rescheduled advances 189,636 1.26 422,023 2.74 KEHBR(E MR EE3EA

(net of those which
have been overdue
for over three months)

(c) Reconciliation of overdue advances to non-performing

WA £ 2 #5300

(c) BHEZERETRERZHIER

loans
Group £ H
Advances to customers
BEFBX
HK’000 2000 1999 FAT
Advances overdue for more than 132,234 924,483 BHEI3ME A A £ 2 83k
three months
Add: advances overdue for three 30,562 89,963 m:smE3E AU TmAEEBA
months or less and on ERERKEFLEFEZER
which interest is being
placed in suspense or on
which interest accrual
has ceased
Add: advances not overdue and on 44,745 86,905 e pRaEsEmAES BAELEX
which interest is being BFIEFtRZ B
placed in suspense or on
which interest accrual
has ceased
Less: advances overdue for more (10) (37,130) R - mEA3ME A LA EWMANERT B Z BRK
than three months and on
which interest is still being
accrued
Non-performing loans 207,531 1,064,221 TREM
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4. SEGMENTAL INFORMATION

(a) By geographical area

The information concerning geographical analysis has been classified
by the location of the principal operations of the subsidiaries, or in
the case of the Bank itself, of the location of the branches
responsible for reporting the results.

AEERHMBBEER

4. EEHR

(a) BHEHH
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Group £
2000
Contingent
Total Profit liabilities
operating before Total Total and
income taxation assets liabilities commitments
EF =N
HK'000 O & BREARR EEAE BEAE REE FA&T
Hong Kong 882,988 212,737 21,130,885 18,144,631 8,434,787 B
Vanuatu 8,016 7,740 1,993,113 1,976,647 - L%
Total 891,004 220,477 23,123,998 20,121,278 8,434,787 4=
Group &
1999
Contingent
Total Profit liabilities
operating before Total Total and
income taxation assets liabilities  commitments
BV
HK'000 Y ON L BRATEH EEBTE BEEE R F&ET
Hong Kong 685,914 58,833 21,263,693 18,390,137 4,614,524 BB
Vanuatu 6,563 6,235 2,019,826 2,011,138 - sy
Total 692,477 65,068 23,283,519 20,401,275 4,614,524 1%
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(b) Total operating income by class of business
The information has been classified according to the nature and

AEERHMBBEER

(b) REBKBD 2REWARE
NTEMTREBESEEN ZEE R T EEE

principal activities involved in each class. e
Group £
2000 1999
Total Total
operating operating
income income
e (=R
WAL WA 8
Retail and Commercial Banking 76.8% 74.9%  ZTERBEERT
Credit Cards 12.1% 13.6% R
Asset Based Finance 5.6% 6.4% EBEME
Others 5.5% 51%  Hf
Total 100.0% 100.0% @D g

Retail and Commercial Banking

Retail Banking services and activities include deposit taking,
residential mortgages and consumer loans while Commercial
Banking includes the provision of services and financing products for
customers in trading, manufacturing and various business sectors.

Credit Cards

Credit Card activities involve the provision of credit card services to
individual and corporate customers.

Asset Based Finance

Asset Based Finance offers its financing services to private car
owners, public transport operators and goods vehicle owners.

Others

These mainly include income from investments and treasury
business.
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UNAUDITED SUPPLEMENTARY
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(c) Advances to customers by industry sectors

The information has been classified according to the usage of the

loan and is stated gross of any provisions.

AEERHMBBEER
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Group £
HK$ million 2000 1999 BEET
Loans for use in Hong Kong EEEFRBCER
Industrial, commercial and THTR
financial
Property development 480 527 MEZRE
Property investment 1,642 1,250 MERE
Financial concerns 63 109 TR
Wholesale and retail trade 878 632 BEERTER
Manufacturing 378 300 BLER
Transport and transport 1,951 1,801 EREERRE
equipment
Others 707 475 Hity
Individuals PN
Loans for the purchase of flats in 185 464 BEIEEEAREE]
the Home Ownership Scheme, [FLA2RERE] R
Private Sector Participation [HEZHEENEIEF
Scheme and Tenants Purchase ZER
Scheme
Loans for the purchase of other 6,678 7,997 BEAEMEIEWEZER
residential properties
Credit card advances 579 482 BEARER
Others 1,111 1,020 H A
Trade finance 374 328 HHME
Loans for use outside Hong Kong 16 34 EHEBUINEBAZER
Total 15,042 15,419 %
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(d) Advances to customers by geographical areas (d) BREITHNFFEHEBEEIZEF
according to the location of the counterparties B

Group £H

2000
Overdue and
non-
performing
Advances to advances to
customers customers
EEZBHR
HK’000 BEFER TREBX FET
Hong Kong 15,018,749 207,503 &5
Asia Pacific excluding Hong Kong 20,516 28| ZARE (FERIN
Other countries 3,172 — EMER
Total 15,042,437 207,531 B =
Group &
1999
Overdue and
non-
performing
Advances to advances to
customers customers
XPZ@EBE
HK’000 EFP#R TREBHR FAET
Hong Kong 15,378,964 1,030,055 BB
Asia Pacific excluding Hong Kong 37,608 34,166 | DKXKE (FHBRIN)
Other countries 2,167 — EMER
Total 15,418,739 1,064,221 R
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5. MANAGEMENT OF RISKS

Risk management is an integral part of control in the Group and the
ability to measure and manage risk is a prime concern to the Group.
To mitigate the risks, the Group has adopted the guidelines
recommended by the regulatory authorities and prevailing best
practices in the banking industry. The key to cope with the challenge
is management’s awareness and control of the main types of risk
arising out of the Group’s business, including where appropriate,
credit, liquidity, interest rate, foreign exchange and market risks and,
the establishment of appropriate policies, procedures and controls
for measuring, monitoring and controlling those risks and for
managing the capital required to support them. The following
committees have been established to assist the Board of Directors to
monitor and control risks:

— Assets and Liabilities Management Committee (“ALCO")
—  Credit Committee

—  Product Committee

— Investment Committee

As well as the above committees, senior management meet
periodically to oversee the Group’s business strategy and operation
issues.

Each business unit has been assigned responsibilities in managing
the risks and presenting regular reports to the various Committees.

Foreign exchange risk is governed by approved trading limits and
the related stop loss limits. The Group’s exposures mainly derive
from the commercial and community banking businesses and the
total exchange rate exposures are relatively low compared to the
Group’s equity and earnings. Interest rate risk is managed through
the Treasury Division and directed by the ALCO. The objective is to
optimise the effect of market variations in interest rates on the
Group’s income. Interest rate sensitivity gaps will be analysed on a
regular basis for maturities of one year or below and over one year.
Liquidity management policy defines the liquidity management
guidelines of the Group in adherence to the criteria set by the Hong
Kong Monetary Authority. The liquidity profile is managed on an
ongoing basis to ensure that sufficient liquid assets are available at
all times. The policy lays out the objectives, measures, minimum
liquid asset requirements and controls.
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The Credit and Investment Risk Management Division, headed by
the Chief Credit Officer, has developed clear and elaborate credit
policies and an infrastructure in approving and controlling extension
of credit. Lending decisions, the impact of changes in industries and
the economic environment as well as concentration risk in the
Group’s portfolio are periodically reviewed by the Credit Committee
to ensure that the quality of the Group’s portfolio remains sound. In
the Treasury operation, the Group’s interbank activities conform to
strict credit limits and country risk exposures.

There are operational controls in place to oversee transactions and
positions. Documentation and regulatory compliance and
reconciliation processes are in place. The Group exercises control by
segregating service delivery duties. The above practice is further
reinforced by an Internal Audit Division which carries out regular
operational audits for different departments. Internal audit is an
independent appraisal function to examine and evaluate the
adequacy and effectiveness of the Group’s system of internal control
and the quality of performance in carrying out assigned
responsibilities.

6. MARKET RISK
Market risk is defined as the risk of losses in on and off-balance sheet
positions arising from adverse movements in market rates or prices.

The financial instruments that the Group trades are mainly exchange
rate contracts and equity contracts. In the opinion of management,
market risk arising from its trading book is immaterial. The Group is
also granted exemption by the Hong Kong Monetary Authority as it
can fulfill the de minimis criteria as stipulated in the guideline of
“Maintenance of Adequate Capital Against Market Risk” issued under
Section 16(10) of the Banking Ordinance.

The ALCO is established for monitoring and controlling market risk
arising from on and off-balance sheet activities. Risk management
policies and procedures are approved by the ALCO for controlling
market risk exposure. Management reports on market risk exposure
are reviewed by the ALCO during its regular meetings. The ALCO
may delegate various risk taking limits to the related divisions as
appropriate.
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7. CURRENCY RISK
The US dollar net position constitutes 10% or more of the total net
position in all foreign currencies and is reported as follows:
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Bank % — KR
2000 1999
Uss uss$

HK$'000 equivalent EYH En TAEIEE
Spot assets 3,708,036 4,349,020 REEE
Spot liabilities (5,969,563) (6,015,706) HEE®E
Forward purchases 2,504,643 1,839,305 EHEBEA
Forward sales (214,229) (28,078) mHIAH
Net long position 28,887 144,541 kR F#
Net structural position (86,911) (86,603) #EMIFEFHE
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