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SEEMEIFEI Group Results in Brief

/\ﬁ_'l'ﬂ.lt /\ﬁ:‘|’E|Jt /\ﬁ_'l'ﬂ.lt
~NEAR 7~ ME A ~NEAR
Six months ended Six months ended Z0E  Six months ended
30th June, 2002 30th June, 2001 Change 30th June, 2002
HK$m HK$m % US$m
MR ES 2% T Profit Attributable to
Shareholders 372 433 -14.1 47.7
g, Dividend 109 109 0.0 14.0
HK$ HK$ % us$
FRER Earnings per share 1.27 *1.47 -14.1 0.16
FRRE Dividend per share 0.37 037 0.0 0.05
% %
FX 7S BT B 2R Cost to Income Ratio 32.4 *30.6
FHEEREEX Return on Average Assets 1.35 1.59
THBRRE2E Return on Average
= Shareholders' Funds 12.3 15.2
—EE-F —EE—-F —EE-F
~NB=+1H +-A=+—H =& ~NB=+1H
30th June, 2002  31st December, 2001 Change 30th June, 2002
HK$m HK$m % US$m
Hﬁ%’éﬁé Shareholders' Funds 6,156 * 6,032 2.1 789.2
BIER Total Deposits 49,288 48,597 1.4 6,319.0
%if'ﬁ%y\ Advance to Customers 35,464 35,515 -0.2 4,546.7
BEE Total Assets 55,905 55,062 15 7,167.3
HK$ HK$ % us$
BREEFE Net Asset Value per share 20.98 *20.56 2.0 2.69

m = million (B &)
US$1.00 = HK$7.8

*  Restated E#f
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Hong Kong's economy has remained sluggish in the first half of the
year as the US economic recovery fell short of expectation. Persistent
deflation, rising unemployment and wage reductions have continued
to depress consumption and investment. Although export growth
has shown signs of improvement, Hong Kong's GDP is forecasted to
edge up only one percent for the year 2002.

During the first six months of the year, the banking industry continued
to suffer from weak loan demand and excessive liquidity. In this
environment, banks have diversified to alternative channels for
deploying surplus funds, such as investments in debt instruments
and expansion beyond the domestic market by exploring lending
opportunities in the Mainland.

At Wing Hang, we have continued to expand our activity in China
and Macau to compensate for the lackluster growth in Hong Kong.
We have also achieved satisfactory loan growth for equipment,
transport and trade finance.

In May, we received approval from the People's Bank of China to
operate Renminbi business with foreign-funded enterprises and
foreigners in China as well as to extend foreign currency services to
domestic Chinese corporations operating in the Mainland. The new
approval for our Shenzhen Branch will enable us to broaden the
scope of our banking activities in China and enhance our ability to
better serve our existing and potential customers.

For the first six months of the year, profits attributable to shareholders
amounted to HK$371.6 million, representing a decrease of 14.1
percent over the same period last year, but an increase of 7.3 percent
over the second half of 2001. Earnings per share declined 14.1 percent
to HK$1.27. The Board has recommended an interim dividend of
HK$0.37 per share, the same as in 2001.

The Group's total operating income declined 3.7 percent to HK$913.4
million. While fee income increased moderately by 4.5 percent, net
interest income declined 5.5 percent to HK$732.2 million due to
narrowing interest margins.

Net interest margin fell from 2.85 percent to 2.66 percent as a result
of continuous pricing pressure on mortgages and lower yields from
interest free funds. This was, however, partly compensated by
increased contributions from the Bank's higher yielding assets and
treasury activities. When compared with the second half of 2001,
the net interest margin remained stable, signaling a slow down in
the re-pricing of residential mortgages.
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Other operating income increased 4.5 percent to HK$181.2 million
due to continued growth in the sale of insurance, unit trust and
foreign exchange businesses. Partially offsetting this growth was a
decrease in share brokerage and loan commission income.

The Group continued with its cost-containment programme during
the period, but due to higher expenses allocated for business
development efforts, operating expenses increased marginally by 2.0
percent between the first half of 2001 and 2002. As a result, the
Group's cost income ratio increased slightly to 32.4 percent.

Total advances to customers remained unchanged at HK$35.46 billion.
We experienced satisfactory growth in equipment finance and
increased lending activities in China. There was, however, a decline in
residential mortgages due to intense competition and a slow property
market.

The consumer lending market, in particular credit cards, has also
become increasingly difficult as a result of the high unemployment
rate, declining consumer spending and a rising number of personal
bankruptcies.

On a more positive note, we have further expanded our lending
activities in China by offering residential mortgages as well as
commercial loans for our customers who have established businesses
there.

We have also enhanced our treasury function and invested surplus
funds in high investment grade bonds and other debt instruments in
order to generate better yields while still ensuring strong liquidity.
We continued to spearhead growth in the marketing of life insurance
and the unit trust business in order to improve fee income.

The Bank's Macau subsidiary performed well during the period,
achieving 7.2 percent and 2.7 percent growth in loans and deposits
respectively despite a lackluster economy.

Total deposits increased slightly to HK$49.29 billion despite a drop in
customer deposits. The Bank launched retail-structured Certificates
of Deposit totaling HK$450.0 million, which were well received by
the market.

The Group's capital adequacy ratio and average liquidity ratio stood
at 17.0 percent and 39.4 percent respectively. Qur loan to deposit
ratio dropped slightly to 72.0 percent against a weak loan demand
and a deflationary environment.
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For the period under review, the level of non-performing loans
dropped to HK$1.26 billion, or 3.54 percent of total loans. Charge for
bad and doubtful debts increased 22.2 percent to HK$220.0 million
and the increase was mainly earmarked for charge-off due to personal
bankruptcies. Compared with the second half of 2001, charge for bad
and doubtful debts decreased 9.5 percent due to improvements in
the commercial and property loan portfolio.

For the second half of the year, strong export growth in China will
result in faster re-export growth in Hong Kong and a weaker US
dollar should help our export competitiveness. Private consumption
and investment, however, are expected to remain slow along with
declining asset values and rising unemployment. The prevailing low
interest rate environment should benefit Hong Kong's recovery but
the pace of recovery would depend on the performance of the US
economy.

As the Hong Kong economy becomes increasingly integrated with
The Pearl Delta Region, we will step up our efforts on growth in
China. We will expand our commercial lending business to Hong
Kong's investors, leveraging on our presence in Shanghai, Guangzhou
and Shenzhen. The approval to operate Renminbi business is expected
to accelerate the growth of our Shenzhen Branch. In Hong Kong, we
will continue to promote our wealth management activities, especially
life insurance and unit trusts to enhance our fee income.

With a slowly recovering economy in Hong Kong, we look forward to

more positive growth through innovation in the range of our products
and services.

Patrick Y B Fung
Chairman and Chief Executive

Hong Kong, 8th August, 2002
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BZziZ a8 EE Unaudited Consolidated Profit and Loss Account

HE-—TZ—F,NA=-+HIEEA For the six months ended 30th June, 2002

BE_S2-_F HE_TT—F

AR=+HL
~ER
BfsE  Six months ended

ANA=THBI
NEA

Six months ended

(UEEFThI5)F) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2002 30th June, 2001
(E®R)
(As restated)
HEHA Interest income 1,122,272 1,877,744
FMEXZ W Interest expense (390,087) (1,103,042)
EF B A Net interest income 732,185 774,702
Hfth & Z WA Other operating income 4(a) 181,231 173,500
2EBA Operating income 3 913,416 948,202
BETH Operating expenses 4(b) (295,612) (289,801)
il f‘f—?ﬁ—ﬁﬁﬂu ZEERN Operating profit before provisions 617,804 658,401
RIBIRER Charge for bad and doubtful debts (220,000) (180,000)
BT Operating profit 397,804 478,401
EEREANEREERT Gains on revaluation of investment
[l & B 2 )i A properties and disposal of tangible
fixed assets 1,387 181
HERBRIMARSZ Profit on disposal of held-to-maturity
ikl securities 9 358
HEFFIEEBERERES Profit on disposal of non-trading
il securities 19,388 639
T—rﬁ BB S & Provisions written back for
¢ o] B held-to-maturity securities - 3934
IEREBRER Profit on ordinary activities 418,588 483,513
FEIREE & N R 2 FEE Share of net losses in associated companies (3,511) -
bR % & A Profit before taxation 3 415,077 483,513
1A Taxation 5 (43,365) (50,907)
H%fé Y ) Profit after taxation 371,712 432,606
%(Hx%% wATE 2 O (Profit)/losses attributable to minority
7)) /BB interests (158) 29
RIRITIRRIES 2R Profit attributable to the shareholders 371,554 432,635
MRS EIR S Dividends attributable to the period:
BkF HR S Interim dividend declared 6 108,580 108,569
BEEFZREBRE Underprovision of final dividend in respect
of previous year 25 20
108,605 108,589
B/ BT
HK$ HK$
FRAF Earnings per share
EARREE Basic and diluted 7 1.27 147
FREI P RS Interim dividend declared per share 6 0.37 0.37
%7‘—55%: TNAE The notes on pages 11 to 28 form part of these accounts
WA ARE S —

Btre



FEBERZFSREELR Unaudited Consolidated Statement of Change in

gEX Equity

HE-—TZ—F,NA=-+HIEEA For the six months ended 30th June, 2002

/\H_'I'Eﬂ: NA=THIE
~NEA 7~ E A
Bt 5E Six months ended  Six months ended
(LB F ThI3T) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2002 30th June, 2001
(E)
(As restated)
—A—BzBRRESEH Shareholders' funds as at 1st January 6,045,301 5,665,781
EHERNHEB®/AMEEEE  Change in accounting policy on
o short-term employee benefit 2(c) (13,290) (11,772)
Ea] As restated 6,032,011 5,654,009
AHEHFIEEEREFZES  Realisation on disposal of non-trading
mER 2 M= securities 15 176 -
BEIFBFEEERRESZ  Unrealised profit/(loss) on revaluation
RAEBEHN, (BE) of non-trading securities 15 712 (11,323)
BERHE Exchange adjustments 15 39 1
BRERNRERZFWE,  Net gains/(losses) not recognised in
(F518) the profit and loss account 927 (11,322)
KBTI R ER 25T Profit attributable to the shareholders 15 371,554 432,635
RS Dividends paid 15 (249,439) (249,413)
BIE uzuﬁﬂg 211720 Proceeds on shares issued under
1A share option scheme 708 356
NA=ZTHZREES#H Shareholders' funds as at 30th June 6,155,761 5,826,265
EF+—EHEZE-+/H The notes on pages 11 to 28 form part of these accounts
ZHFEK AR —
Ei17 o



RBEEEZIFEEE A B R Unaudited Consolidated Balance Sheet

ZELT-FNNA=FHFZE As at 30th June, 2002

—ET-F —TT—F
B3 ~B=+H +ZA=1+—H
(UEEFThI5F) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2002  31st December, 2001
(E%R)
(As restated)
BE ASSETS
HekEHES Cash and short-term funds 8 10,649,198 9,773,340
TEHERRITRERE Placements with banks and other
i & B 5K (— financial institutions maturing
ETEARNEHEH) between one and twelve months 13 2,849,101 11,269
B2ERERGERER Trade bills less provisions 343,588 285,273
FRE Certificates of deposit held 9&13 442,631 452,814
HIEEERARES Trading securities 11 6,705 6,542
KPZERREAMER Advances to customers and other
B accounts less provisions 10(a) 35,546,756 35,658,856
REZIHAZIRRIFE Held-to-maturity and non-trading
RIEEEREES securities 12 4,689,199 4,838,496
BeERNARE Investments in associated companies 57,260 60,771
BRETEEE Tangible fixed assets 1,318,634 1,272,196
EES Goodwill 1,745 2,035
BEE Total assets 55,904,817 55,061,592
iR LIABILITIES
WMITRAEREAM S B Deposits and balances of banks and
B2hHER other financial institutions 13 1,064,935 412,980
REZER -EH-#E Current, fixed, savings and other
R EATF R deposits of customers 13 44,876,090 45,697,763
BEEITZERE Certificates of deposit issued 13 3,347,400 2,486,419
Hth BRI [ 4 Other accounts and provisions 438,593 410,539
BEHE Total liabilities 49,727,018 49,007,701
BEKE CAPITAL RESOURCES
e Share capital 14 293,459 293,429
[ Reserves 15 5,862,302 5,738,582
BEEE Shareholders' funds 6,155,761 6,032,011
DER R = Minority interests 22,038 21,880
BEBERERKR Total liabilities and capital resources 55,904,817 55,061,592

FT—REEE_TNH
ZHEERARR L —

Btre

The notes on pages 11 to 28 form part of these accounts



RBEBRZEERE&FEER Unaudited Consolidated Cash Flow Statement

HE-_FZ_FNA=-+HILEA For the six months ended 30th June, 2002

—EBE_F —ETF
B 5 ~A=+H NAZ=Zt+H
(BB FrlidlFR) (Expressed in thousands of Hong Kong dollars) Note 30th June, 2002 30th June, 2001
(BH])
(As restated)
BEFRHMMBAZEEFEE  Net cash inflow from operating activities 17 1,492,561 2,695,655
REE Investing activities
BARBEZRHAZESNLIE  Purchase of held-to-maturity and
BKIEEBER®RE R non-trading securities (2,726,586) (2,120,736)
HERELBREERHMBE  Saleand redemption of held-to-maturity
HREREEERRE and non-trading securities 2,896,168 1,869,747
P18 5IE
BENRRE Investment in an associated company - (35,000
ETHE DA Loan to an associated company - (5,200)
BABFETEE Purchase of tangible fixed assets (72,070) (234,504)
HEEFVETEEMSHIE  Sale of tangible fixed assets 2,085 331
FRBEEmmA, GRH) Z  Net cash inflow/(outflow) from investing
ResE activities 99,597 (525,362)
ﬁﬂﬁ Financing
17 .:,UHx%Pﬁ%*fz IR Issue of new shares under share option scheme 708 356
EH—JL TR B Ordinary dividends paid (249,439) (249,413)
AREEHMmMRL 2IREFE  Net cash outflow from financing activities (248,731) (249,057)
RekERREBALR Increase in cash and cash equivalents 1,343,427 1921,236
RBeRERREBEM—H— Cashand cash equivalents at 1st January 10,313,929 12,663,979
B &8
BeLERRELEBM/NAZ  Cashand cash equivalents at 30th June 11,657,356 14,585,215
+HR&&H%
BeLERREEB 2D Analysis of the balances of cash and cash
equivalents
ReREHETREREM Cash and balances with banks and other
TRIME financial institutions 345,761 527,685
REIGE A% Money at call and short notice 9,137,012 12,252,574
BT ES Treasury bills 399,173 1,147,025
EHFRRITRAEREME Placements with banks and other
MEERE(—ZE=EA financial institutions maturing
NEIE) between one and three months 1,775,410 657,931
11,657,356 14,585,215

ET—BEEE_TNAZH
EBRAREZ 8-

The notes on pages 11 to 28 form part of these accounts



FEBRZZRAMBE R EMEE Notes to Unaudited Interim Financial Report
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(LB FLhrd 7 AX 53R I)) (Expressed in thousands of Hong Kong dollars unless otherwise stated in the text)

BASIS OF PREPARATION

The interim financial report has been prepared in accordance with
the requirements of the Main Board Listing Rules of The Stock
Exchange of Hong Kong Limited, and fully complied with the module
on “Interim Financial Disclosure by Locally Incorporated Authorised
Institutions” under the Supervisory Policy Manual issued by the
Hong Kong Monetary Authority ("HKMA") and Statement of Standard
Accounting Practice (“SSAP") 25 “Interim financial reporting” issued
by the Hong Kong Society of Accountants ("HKSA").

The interim financial report is unaudited, but has been reviewed by
KPMG in accordance with Statement of Auditing Standards 700
"Engagements to review interim financial reports”, issued by the
HKSA. KPMG's independent review report to the board of directors
is included on page 44.

The financial information relating to the financial year ended 31st
December, 2001 included in the interim financial report does not
constitute the Bank's statutory accounts for that financial year but
is based on those accounts. Statutory accounts for the year ended
31st December, 2001 are available from the Bank's registered office.
The auditors have expressed an unqualified opinion on those
accounts in their report dated 14th March, 2002.

This interim financial report is prepared on a basis consistent with
the accounting policies adopted in the 2001 annual accounts except
as disclosed under note 2.

ADOPTION OF NEW AND REVISED SSAPs

The following new and revised SSAPs which became effective for
accounting period beginning on or after 1st January, 2002, were
adopted for the preparation of this interim financial report:

- SSAP1 (revised), "Presentation of Financial Statements”

- SSAP15 (revised), “Cash Flow Statements”

- SSAP34, "Employee Benefits"

(@) SSAP1 (revised), “Presentation of Financial Statements"

In order to comply with the requirements of SSAP1 (revised),
the Group adopts the new statement "Consolidated Statement
of Changes in Equity" which replaces the “Consolidated
Statement of Recognised Gains and Losses" previously prepared.
This statement reconciles the movement of key components
of the shareholders' fund, including share capital, reserves and
unappropriated profit, from the beginning to the end of the
financial period.
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2.

3.

ADOPTION OF NEW AND REVISED SSAPs (Continued)
(b) SSAP15 (revised), "Cash Flow Statements"

(c)

The format of the "Consolidated Cash Flow Statement" has
been revised to follow the new requirements of SSAP15
(revised). The comparative figures were restated to conform
with current period presentation.

SSAP34, "Employee Benefits"

In prior period, the Group did not provide for the liabilities in
respect of its employees' vested annual leave. SSAP34 requires
that obligations in respect of these entitlements should be
accrued as soon as services are rendered. The changes have
been applied retrospectively, resulting in prior period
adjustments with the opening balance of shareholders' fund
as at 1st January, 2001 and 1st January, 2002 decreased by
the reduction of HK$11,772,000 and HK$13,290,000
respectively. The comparative figure in respect of staff costs
for the prior period has been restated by an increase of
HK$759,000.

SEGMENT REPORTING
(a) Business segments

Retail banking activities include acceptance of deposits,
residential mortgages, hire purchase and consumer loans.

Corporate banking activities include advance of commercial
and industrial loans, trade financing and institutional banking.

Treasury activities include foreign exchange services,
management of investment securities and trading activities.

Other business activities include insurance business,
stockbroking activities and services for retirement schemes.

Unallocated items mainly comprise the shareholders' funds,
investments in premises and property investment and other
activities which cannot be reasonably allocated to specific
business segments.



3.

SERE (&)
) ¥BSER (&)

(b)

3.

SEGMENT REPORTING (Continued)
(a) Business segments (Continued)
EEBA B A&
Operating income Profit before taxation

BEZSSCE HE-TT-F  HECBECE  HECZZ-E
~AETHL ~NAZTELE ~AETHL ANAZTHIE
~fEA ~ER ~EA ~MEA
Six months ended  Six months ended  Six months ended  Six months ended
30th June, 2002 30th June, 2001 30th June, 2002 30th June, 2001

(%) (B%)
(As restated) (As restated)
SERTER Retail banking 585,316 552,237 192,508 213,997
TERTER Corporate banking 197,870 195,409 105,385 82,021
MEXHK Treasury 65,171 52,241 78,368 47939
B Other 21,683 23,080 3,338 6,033
ﬁi“*ﬁsﬁx Unallocated 62,314 143,220 35,478 133,523
S ERW T Inter-segment elimination (18,938) (17,985) - -
913,416 948,202 415,077 483,513

EEaSE (b) Geographical segments
EESBEERRMBAREE The information concerning geographical segments has been
M%ﬁﬁ&ﬁﬂi” o HiRBBER classified by the location of the principal operations of the
ZE_JZH#§F7\E§Z7K§ETT§NT subsidiaries, or in the case of the Bank itself, of the location of
PTE M &l 2 the branch responsible for reporting the results or booking the

assets.
2EKRA BR A& M
Operating income Profit before taxation

BE_ST-F HE-_TT-F BEIEE-E HE-TT-F
~NAEt+AHL ~NA=THE  ARBA=+AHLE NAZTHLE
~ER ~E A ~ER 7~ {8 A
Six months ended  Six months ended ~ Six months ended  Six months ended
30th June, 2002 30th June, 2001 30th June, 2002 30th June, 2001
(E®)
(As restated)
) Hong Kong 850,279 847,018 378,096 397,951
i Macau 116,454 115,423 71,814 70,247
Hity Others 36,559 25,082 25,343 15,581
5 & 3 2 45 8 Inter-segment elimination (89,876) (39,321) (60,176) (266)
913,416 948,202 415,077 483,513

)
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4. (@) HtEREA

(a) Other operating income

BE_ZB_F BE_TTF
~NAEZ+HE RA=THLE
~{ER N EA

Six months ended  Six months ended
30th June, 2002 30th June, 2001
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(b) Eiilﬂ
EETHBRENEZHEREY
249340007 (ZEE—F: B K
23,609,000 ) °

o
:ﬁl

BARBERAIHER:

Gains arising from dealing in

foreign currencies 29,214 27,600
Losses arising from trading securities (5,803) (1,266)
Gains arising from dealing activities 285 1,378
Net fees and commission income 148,845 137,720
Dividend income from listed

and unlisted investments 2,529 2,898
Others 6,161 5170

181,231 173,500

(b) Operating expenses
Operating expenses included depreciation amounting to
HK$24,934,000 (2001: HK$23,609,000).

TAXATION
Taxation in the consolidated profit and loss account represents:

BE-SE-E HE_ZTT—F
~NAE+HALE A~AZ=FHIE
~EA NEA

Six months ended  Six months ended
30th June, 2002 30th June, 2001

BEMNEHER
IR

BB GEH RN ERT R M R
AMEADZ TN (ZESE—F:HH
TR E R BINRIE R LT
BIRIRITH R B M A 4 2 RIT
MIBA % BB RRE L.

Provision for Hong Kong

profits tax 30,681 38,802
Overseas taxation 12,684 12,105
43,365 50,907

The provision for Hong Kong profits tax is based on an estimate of
the assessable profits for the period at 16.0% (2001: 16.0%). Overseas
taxation is provided at the appropriate current rates of taxation
ruling in the countries in which they operate. No provision for
deferred taxation has been made as the effect of all timing
differences is immaterial.



RiEPHRE
UTAREEERN ST _F A=+
B2 BEMIRE 2 IRE AR AR
BmE 5o

INTERIM DIVIDEND DECLARED

The following dividend was declared by the board of directors after
30th June, 2002 and has not been provided for in the interim
financial report.

BEZBS-F HE_TTF
~NAEZ+HE RA=THLE
~{ER NEA

Six months ended  Six months ended
30th June, 2002 30th June, 2001

12293458500 (— T T —4F:
293,428,500) fRETE

R B BRAE=AH
(ZEE—F BB =A+t1)

BREIRMESKRET
FREMDBEEZE _TT_FA
=+HRLEANEARRES 2 &FEE
3715540000 (Z B F —F: B &
432,6350007T) M A% EAEI B 1T D
7 I 980093 445406 (Z BT —4F:
293427041) IR E B GTE B ETRE
MOBEEE-_EZT_FA=1H
FTABEABRRER &G FBE
371554000 (ZE T —F: &K
432,6350007T) M A% EAEIE 1T D
2 I 80093,534,685 (ZEE—4F:
293,606,280) A% AR ETE - WHLFTE B
E#ERFNRN FTEHE

RekElRe

Interim dividend declared
of HK$0.37 (2001: HK$0.37)
per share on 293,458,500
(2001: 293,428,500) shares 108,580 108,569

EARNINGS PER SHARE AND DILUTED EARNINGS PER SHARE
The calculation of earnings per share is based on profit attributable
to the shareholders for the six months ended 30th June, 2002 of
HK$371,554,000 (2001: HK$432,635,000) and on the weighted
average number of 293,445,406 (2001: 293,427,041) ordinary shares
in issue during the period. The calculation of diluted earnings per
share is based on profit attributable to the shareholders for the six
months ended 30th June, 2002 of HK$371,554,000 (2001:
HK$432,635,000) and on the weighted average number of
293,534,685 (2001: 293,606,280) ordinary shares in issue during
the period after adjustment of all dilutive potential shares.

CASH AND SHORT-TERM FUNDS

—SE-F§ T -F
RAEZ+E  +t-A=t+-H
30th June, 2002  31st December, 2001

R REHRTRELA G S BEE

R e {EES
B &S (M EE13)

FABREZAREERHE HFR
B R &R RIRITEL - WA EHZ
E5L

R
BAZEFELBARARIHA R
I EMZFREe

Cash and balances with banks

and other financial institutions 577,057 644,844
Money at call and short notice 9,573,346 8,752,039
Treasury bills (Note 13) 498,795 376,457

10,649,198 9,773,340

All treasury bills are held-to-maturity, issued by central government
and central banks and are unlisted.

CERTIFICATES OF DEPOSIT HELD
All the certificates of deposit held are held-to-maturity and are
unlisted.
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ERZERREMIRAC mERER

(a) EFRZHERRAMIRE

10. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS
PROVISIONS
(a) Advances to customers and other accounts

—EE-H§
~A=+H
30th June, 2002

31st December, 2001

REER (M&E13)

BAREREMESRREZER
(BFzE13)
B ER

—HE

JE&HF B R EMRIR

b) FRITEX
EHRBEALZRZANSHER
IEREAMEZER ERECH
BRRBRERREEMEL S

(b)

Advances to customers

(Note 13) 35,463,657
Advances to banks and other

financial institutions (Note 13) 190,695
Specific provisions for bad

and doubtful debts (300,739)
General provisions for bad

and doubtful debts (355,544)
Accrued interest and

other accounts 548,687

35,546,756

Non-performing loans

35,515,244
206,533
(270,508)
(358,406)

565,993

35,658,856

The advances net of suspended interest, on which interest is

being placed in suspense or on which interest accrual has

ceased, the amount of suspended interest and specific

PREFBEN T provisions made after taking into account the value of collateral
in respect of such advances are as follows:
ot -1 k3 —2E-F
~A=+H TZA=t—H
30th June, 2002  31st December, 2001
EFTBITER Gross non-performing

HEFPERBBE AN

I EAmER
R

HLME

R-FE—F+-_A=t—HEK
—ET-FRA=1TH X&E
ETRORAENAGESRBEZ
PR Y EFEBALRER
EFLERFAMIZEK

advances to customers 1,256,161
Gross non-performing

advances as a percentage

of total advances to

customers 3.54%
Amount of collateral held 845,121
Specific provisions 299,295
Suspended interest 471,140

1,349,795

3.80%
911,945
267,553
470,639

There were no advances to banks and other financial institutions

on which interest is being placed in suspense or on which

interest accrual has ceased on 30th June, 2002 and 31st

December, 2001.



11.

12.

BFERERZRSF 11. TRADING SECURITIES
—EZ"F —TE-F
~A=+H +-A=+—H
30th June, 2002  31st December, 2001
A LEMRE Equity securities listed in
Hong Kong 6,705 6,542
HEEBERARBEARIHEFUOT: Trading securities analysed by
counterparty are as follows:
BT Issued by :
RITAEREMERER Banks and other financial
institutions 2,267 2,318
% Corporate entities 4,438 4,224
6,705 6,542
HEZEHNMAESRERERER 12. HELD-TO-MATURITY AND NON-TRADING SECURITIES
ER%
—EZ”F —TE-F
~A=+H +-A=+—H
30th June, 2002  31st December, 2001
BEZIHB 2ES (HE13): Held-to-maturity securities (Note 13):
BEZIHBAZERE Held-to-maturity debt securities
=il Listed
—$5%J:$ - in Hong Kong 272,375 2,139
—goN kT - outside Hong Kong 1,410,516 1351,714
1,682,891 1,353,853
LM Unlisted 2,977,196 2,394,338
4,660,087 3,748,191
FFEESAB2EF (HE13): Non-trading securities (Note 13):
IRFEEBERGE L ERES Non-trading debt securities
tm (hinEHE) Listed (at market value)
—AELEm - in Hong Kong - 247,137
— 8oL - outside Hong Kong - 648,621
E i) Unlisted - 76,093
- 971,851
IFEEEREZRR Non-trading equity securities
A& L™ (M5EE) Listed in Hong Kong
(at market value) 1,579 1,122
ELEm Unlisted 27,533 117,332
29,112 118,454
29,112 1,090,305
4,689,199 4,838,496
BREZINBRAEKESF CTHEE Market value of listed
held-to-maturity debt securities 1,685,326 1,340,058
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12. RAZIMAESRFRERRA

12. HELD-TO-MATURITY AND NON-TRADING SECURITIES

Z8E (B (Continued)
BEZIMBRIFRHIEEEREZE Held-to-maturity and non-trading securities analysed by
HFRGEFAMMT: counterparty are as follows:
- - g3 —TT-F
~B=+H +-A=+—~H
30th June, 2002  31st December, 2001
BITHIEE: Issued by:
R R RIRT Central governments and
central banks - 247137
RITRIEREME REE Banks and other financial
institutions 2,180,612 1,734,555
5 Corporate entities 2,084,164 2,132,087
NGRS

FAEZIMAZBRESLERED
NRREREERER REBEM T\ R
PHEE LA

Public sector 424,423 724,717

4,689,199 4,838,496
Held-to-maturity treasury bills and certificates of deposit are
disclosed separately in the balance sheet, note 8 and note 9 to the
accounts.



13. KR 9 13. MATURITY PROFILE

“23ENRAZHH
30th June, 2002
ZERNE —ENE
E-%  ERE
=fHA Tyear  5years
MBER ST orles  orless BENE
Repayable 3 months  but over  but over Ater B i

on demand orless 3 months 1 year Syears  Undated Total
EE Assets
-~ B ES () - Treasury bills (Note 8) - 498,795 - - - - 498,795
- EHRMBRTRAZERE - Placements with banks and other
& BEE R (— financial institutions maturing
E+Z{ARRIH) between 1 and 12 months - 2398510 450,591 - - - 2,849,101
-FnE - Certificates of deposit held - 28706 113,988 299,937 - - 442,631
-EPEF (HF10) - Advances to customers (Note 102) 1909,438 4,116,693 4,183,431 11,354914 13,717,849 181,332 35,463,657
-ROAEREMORE - Advances to banks and other
B2 EF (F3E0a) financial institutions (Note 10a) - - 31783 127,130 31,782 - 190,695
~HEZHHMARERE - Held-to-maturity and non-trading
BERR ERES debt securities
(KizE12) (Note 12) - 26236 381,019 3,648879 603953 - 4,660,087
1909438 7,068,940 5,160,812 15430860 14,353,584 181,332 44,104,966
8f Liabilities
~FAREREMERE - Deposits and balances of banks
BZER and other financial institutions 231,296 833,639 - - - - 1,064,935
~REZEREHBE - Curent, fixed, savings and other
REMEH depasits of customers 9,234,008 33,729371 1577,333 335378 - - 44,876,090
-BEIERE - Certificates of deposit issued - - 1,286,600 2,060,800 - - 3,347,400
9,465,304 34,563,010 2,863,933 2,396,178 - - 49,288,425
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13. RIRA R (&)

13.

MATURITY PROFILE (Continued)

-“E3-

—<T

£+-A=1-H
31st December, 2001

EE

~BIFES (Fike)

- EHEHRRTRERE
e mEETE (-
E+-EARRIH)

-FHE

~RFER (M)

-BAREREM SR
B2 EF (M 100)

~-BEZHHARFERE
BEARLERES
(Ft3E12)

8E
-RORXRELZRE
RLRH
-RPCER B HE
REMEH
-BRIERE

Assets

- Treasury bills (Note 8)

- Placements with banks and other
financial institutions maturing
between 1 and 12 months

- Certificates of deposit held

- Advances to customers (Note 10a)

- Advances to banks and other
financial institutions (Note 10a)

- Held-to-maturity and non-trading
debt securities
(Note 12)

Liabilities

- Deposits and balances of banks
and other financial institutions

- Current, fixed, savings and other
deposits of customers

- Certificates of deposit issued

“EARE —FME

E-F  ERF

=fiA Tyear  5years

MEES BT orless  orless AEME

Repayable ~ 3months  butover  but over Ater B ke
on demand orless 3 months 1 year Syears  Undated Total
- 227,385 149,072 - - - 376,457
- 2423459 287,810 - - - 2,711,269
- - 152,899 299915 - - 452,814
2295944 3209071 4381364 10,981,672 14427347 219,846 35,515,244
18 - 31,772 127,086 47,657 - 206,533
- 120,939 489,809 2,947,893 1,161,401 - 4720042
2295962 5980854 5492726 14356566 15,636,405 219846 43,982,359
82,848 315,317 14,815 - - - 412,980
8,697,513 34663185 2,184,208 152,857 - - 45,697,763
- - 709,865 1,776,554 - - 2486419
8780361 34978502 2908888 1929411 - - 48597162




14.

BE

14. SHARE CAPITAL

—EE-H§
~A=+H
30th June, 2002

31st December, 2001

S AR AR :
450,000,000 ( = & & — 4 : 450,000,000) A%
ETERREREE T

B
—RA—R&#
R RS 8% 17 2 B fn

293,458,500 ( — T & — 4F : 293,428,500) A%
TREREREE T

RZEZ-F= A+H BERRET
21297 2 B 15 B300000% EBEAE
#708,0007T ° H A 7% #30,0007T 2 1A 1%
RECER - 52808 8 678,0007T Bl B AR A
HERERN-R-_ZEZT-_FXA=FTHX
AEZRRERENT:

Authorised:
450,000,000 (2001: 450,000,000)
ordinary shares of HK$1 each

Issued and fully paid:

At 1st January

Shares issued under share
option scheme

293,458,500 (2001: 293,428,500)
ordinary shares of HK$1 each

450,000

293,429

30

293,459

450,000

293,405

24

293,429

On 10th March, 2002, options were exercised to subscribe for 30,000
ordinary shares in the Bank at a consideration of HK$708,000 of
which HK$30,000 was credited to share capital and the balance of
HK$678,000 was credited to the share premium account. At 30th
June, 2002, the outstanding options were:

EERRETHETIE—BERE
B F W17

ot <1~ o -2 —ZTT-F

~A=+H +-A=1+—8H

30th June, 2002  31st December, 2001

D& B R

RIE Number of Number of

BT RkER S Date of options granted Option price shares shares
—hAAmE=/+H 10th March, 1994 HK$14.83 102,000 102,000
—ZT—H=A+H 10th March, 2001 HK$23.60 380,000 410,000
“ZEZ-_F=A+EH 15th March, 2002 HK$26.30 290,000 -
772,000 512,000

The options granted under the Scheme will be exercisable between

the first and the tenth anniversaries of the date of grant.
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15. {6 15. RESERVES
“BE-ENAZTH
30th June, 2002
RITTIE
EffHE RE RAED
e Bank  EfhffE BE BRER
BEE  EARE  -MEE  pemises  Investment Capital ~ Unappro-
Share Capital General  revaluation  revaluation  redemption priated A
premium reserve reserve reserve reserve reserve profits Total
“EE-F-F-HER At 1st January, 2002
-fERE - aspreviously reported 329,999 215909 2,100,178 321,000 (866) 769 2,784,883 5751872
-AERHBEERT HE - prior year adjustment
in respect of
short-term
employee benefit - - - - - - (13290)  (13,290)
-85 - as restated 329,999 215909 2,100,178 321,000 (866) 769 2,771,593 5,738,582
hERE Exchange adjustments - - 39 - - - - 39
BEAREAELTZHME  Shareissued under share
option scheme 678 - - - - - - 678
BEREA/ (BL) Transfer to(from) reserves - - - - - - - -
REEFHEEEREES  Realisation on disposal of
MER2 s non-trading securities - - - - 176 - - 176
B2 &7 Profit on revaluation - - - - n2 - - 712
EIRRE Dividend paid - - - - - - (249.439) (249,439)
Braf Profit for the period - - - - - - 371,554 371,554
“REERACTHER At 30th June, 2002 330677 215909 2,100,217 321,000 22 769 2,893,708 5,862,302




15. iR (&)

15. RESERVES (Continued)

-5%-

“EE-F+-A=+-H
31st December, 2001

Eihﬂﬁ%hﬂZﬁ%

-EH

BhEH
REDRESBRTIHR

F@Eﬁ

BEERA/
A&k
ER W&
Bt BB
Bk E
E Ry
-fFERE
-AERBESRT A

(B
E%ﬁﬁ Zalil

-&H

At 1st January, 2001
- as previously reported
- prior year adjustment
in respect of
short-term
employee benefit

- a5 restated

Exchange adjustments
Shares issued under share
option scheme
Transfer tof(from) reserves
Realisation on disposal of
non-trading securities
Losses on revaluation
Dividends paid
Profit for the year
- as previously reported
- prior year adjustment
in respect of
short-term
employee benefit

- a5 restated

“EE-E+-A=+-HES At 31st December, 2001

-T2

(%)
(As restated)
|ITITH
EffiR RE RAEE

e Bank  EfEfEE WE  BHEE
BEER  EARE  -MEE  pemises  Investment Capital ~ Unappro-

Share Capital General  revaluation  revaluation  redemption priated At
premium reserve reserve reserve reserve reserve profits Total
329667 215423 2100214 321,000 42,463 769 2362840 5372376

- - - - - - (m7m2) (1)
329667 215423 2100214 321,000 42,463 769 2351,068 5,360,604
- - (36) - - - - (36)
332 - - - - - - 332
- 486 - - - - (486) -
- - - - (26,023) - - (26,023)
- - - - (17,306) - - (17,306)
- - - - - - (357982) (357,982
- - - - - - 780,511 780,51
- - - - - - (1518)  (1518)
- - - - - - 718993 778993
329999 215909 2,100,178 321,000 (866) 769 2771593 5738582
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16. RERRRUINZEBRTREE
(a) BREHRKIE

16. OFF-BALANCE SHEET EXPOSURES
(a) Contingent liabilities and commitments

AN REBRIAEHLAZEX

The following is a summary of the contractual amounts of

BRIz T2EHE: each significant class of contingent liabilities and commitments:
—EZ”F —TE-F
~A=+H TZA=1+—H

30th June, 2002  31st December, 2001

EEEEER Direct credit substitutes 422,430 398,317

RHBBZHNE Transaction-related

contingencies 15,957 17,766

ES5BUSANETE Trade-related contingencies 1,235,970 1,156,627

HipAE Other commitments 4,188,675 3,710,562

HAt Others 3,226 21,988

5,866,258 5,305,260
(b) fI£IR (b) Derivatives

TETEREHBEA EEER
TR R EESIERME-

WTREBRETETAERERZ
BESE:

Derivatives refer to financial contracts whose value depends

on the value of one or more underlying assets or indices.

The following table is a summary of the notional amounts of

each significant type of derivatives:

—EE-H§
~A=+H
30th June, 2002

Al

—2E-F
T-A=+-H
31st December, 2001

Exchange rate contracts

- trading 10,548,302 7,112,978
EXEN-HHAE Exchange rate contracts
- hedging 3,442,822 2,148,760
ERE 4425 Total exchange rate contracts 13,991,124 9,261,738
fXe4-BEERAR Interest rate contracts
- trading 1,209,000 -
FIRE 4 - AR Interest rate contracts
- hedging 4,514,600 2,988,032
FRE4@RE Total interest rate contracts 5,723,600 2,988,032
19,714,724 12,249,770



16. BERBRUIINZCEBEE &)
() $TEIR (&)
BERSBEANIEFEER
SHEPHERBRATIMBAN
SRT AR

FIEERBRNIIN 2 EBRIZE

16. OFF-BALANCE SHEET EXPOSURES (Continued)
(b) Derivatives (Continued)
The trading transactions include positions arising from the
execution of trade orders from customers or transactions taken
to hedge these positions.

The replacement costs and credit risk weighted amounts of

ZEERARGEERBRINERSE the above off-balance sheet exposures are as follows. These
MT-EEeBIY R NER amounts do not take into account of the effects of bilateral
BuH T E. netting arrangements.
—EZ_F —TT-F
~NA=+H +ZRA=1+—H
30th June, 2002 31st December, 2001
EERR FERR
nmEeE MEEHE
BERA Credit risk BERA Credit risk
Replacement weighted  Replacement weighted
cost amount cost amount
TWW S T R Contingent liabilities and commitments N/A 718,916 NJA 639,978
EXEH Exchange rate contracts 39,773 54,108 27,674 38,199
7‘NJ+ & #) Interest rate contracts 34,446 10,109 24047 7,407
74,219 783,133 51,721 685,584
() BEKIE (c) Capital commitments
RZZEZE-_FA=+TAR=ZE Capital commitments for acquisition of property, plant and
T—F+_-_A=+—HEEEYD equipment outstanding at 30th June, 2002 and 31st December,
X E R EEME R ERIEF 2001 not provided for in the accounts were as follows:
EREE 2 EREENT:
:$$:$ S _i
~B=1+H +-A=+—H
30th June, 2002  31st December, 2001
ERAREITRNZAX Expenditure authorised

ERAERERRITANZAX

and contracted for
Expenditure authorised
but not contracted for

12,629

12,629

12,621

12,744
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17. BERFEREEETHZ RS 17. RECONCILIATION OF OPERATING PROFIT TO NET CASH INFLOW

mAHER FROM OPERATING ACTIVITIES
—SE-F§ —TT-F
~B=+H ANAZ=TH
30th June, 2002 30th June, 2001
(EH)
(As restated)
EERN Operating profit 397,804 478,401
nE Depreciation 24,934 23,609
HEEE Amortisation of goodwill 290 291
BRFER Profits tax paid (28,356) (20,005)
“EARIBBRESRD Decrease in treasury bills maturing
after three months 199,176 989,116
SERERIBz EBRERRTAERE Decrease in placements with banks
fth & Bh A4S SRR D and other financial institutions
maturing after three months 279,009 2,868,629
g5 REEM Increase in trade bills (58,315) (37,827)
BRERD,/ (EM) Decrease/(increase) in certificates
of deposit held 10,183 (39,021)
BEEEERBESHEMN Increase in trading securities (163) (5,829)
BEEZERREMEER D,/ (3EM) Decrease/(increase) in advances to
customers and other accounts 108,225 (1,902,537
RITIRZE R H A & RIS 2 T RUE Increase in deposits and balances
of banks and other financial
institutions 503,507 382,048
RPZER T8 HEMEMFIRD Decrease in current, fixed, savings
and other deposits of customers (821,673) (534,290)
BEITERELEM Increase in certificates of deposit
issued 860,981 525,006
HibBR1E R EEE N, G ) Increase/(decrease) in other accounts
and provision 16,959 (31,936)
RELEEHZ2FRERA Net cash inflow from operating
activities 1,492,561 2,695,655



18. HEALTEERS

(a)

SEEoFLEAE ARER
KR 2 EBRREBBNRS
SERANBADZRS B
— RSB RS
M2l RIR AEARK
RAERERAI 2 BBETID

18. MATERIAL RELATED PARTIES TRANSACTIONS
(a) During the first half of 2002, transactions with The Bank of
New York Company Inc. ("BNY"), a substantial shareholder of

the Bank, or its subsidiaries were entered into by the Group in

the ordinary course of business and on normal commercial

terms. The income and expense for the period and on-balance

sheet and off-balance sheet outstandings at the period end

T are:
() WARLZH (i) Income and expense
BE_SB-_F HZz_TT—F
~NRA=+BHLE K<A=tHIE
~EAR ~NEA
Six months ended  Six months ended
30th June, 2002 30th June, 2001
IS ON Interest income 356 1,603
FEXH Interest expense 296 1,097
(ii) R -_FXA=ZtTHEZ (i) On-balance sheet outstanding at 30th June, 2002 and

31st December, 2001

k- - Jonk- 3 —ET-F
~B=1+H =+—H

30th June, 2002  31st December, 2001

ReRkEHES

BARLREBERLEY
B3

(i) ZBE-FRA=TARZ
TE-F+_A=1t—HE&
ERBRAINEER

(iii)

Cash and short-term

funds 473,498 22,296
Deposits and balances

of banks and other

financial institutions 423,945 64,408

Off-balance sheet outstanding at 30th June, 2002 and
31st December, 2001

k- - Jonk- 3 —ET-F
~B=1+H = =

30th June, 2002  31st December, 2001

EXRAH
AHEE
EENE
Rk miESE

Exchange rate contracts
Contract amount 19,472 155,946
Replacement Cost - -
Risk weighted amount 39 312
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18. MATERIAL RELATED PARTIES TRANSACTIONS (Continued)

(iv) On 27th August, 1999, the Bank entered into a Delegation
Agreement with BNY pursuant to which the Bank agreed
to provide various back-up support services to BNY in
connection with a securitisation transaction undertaken
by BNY.

In the first half of 2002, the Bank received from BNY a
service fee of approximately HK$105,000 (2001:
HK$35,000) and will continue to receive further service
fees on an annual basis during the term of the Delegation
Agreement.

(b) On 30th June, 1995, Wing Hang Zurich Insurance Company
Limited ("WHZ Insurance"), a 65 percent owned subsidiary of
the Bank, entered into a Management Agreement with Swiss
Insurance Management (Hong Kong) Limited ("Swiss
Insurance”), a wholly own subsidiary of Zurich Insurance Limited
("Zurich Insurance”) pursuant to which Swiss Insurance has
been appointed as manager of WHZ Insurance in connection
with the conduct by WHZ Insurance of its insurance business.
Zurich Insurance is a substantial shareholder of WHZ Insurance
holding 35 percent of WHZ Insurance's issued share capital.
For the six months ended 30th June, 2002, WHZ Insurance
paid to Swiss Insurance an amount of HK$976,000 (2001:
HK$972,000), being the contractual management fees based
on gross premium and net profit generated. On 31st December,
1999, the Management Agreement has been extended for three
years and will end on 31st December, 2002 but can be
terminated by either party on six months' notice.

19. COMPARATIVE FIGURES
Certain comparative figures have been adjusted as a result of change
in accounting policy for short-term employee benefit, details of
which are set out in note 2.

In December 2001, the investment in Bank Consortium Holding
Limited has been reclassified as investments in associated companies
from non-trading securities in view of its materiality to the Group.
Comparative figures have been reclassified to conform with the
current year's presentation.
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(LB FLhrd 7 AX 53R I)) (Expressed in thousands of Hong Kong dollars unless otherwise stated in the text)

(a) RETEERADRERILE

(a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS

() BEFEELLE (i) Capital adequacy ratio
—SE-F§ —TT-F
~B=+H +-A=+—H
30th June, 2002  31st December, 2001
(E#H)
(As Restated)
BOLER Core capital
HERFEE B AR Paid up ordinary share capital 293,459 293,429
IR A5 B B Share premium 330,677 329,999
[ Reserves 4,776,965 4,334,105
Hft Others 251,488 442,886
5,652,589 5400,419
AT E R NE R Eligible supplementary capital
Tk ESEEER Reserves on revaluation of
H) f 1 land and interests in land 224,700 224,700
EfMIFEEEREES Unrealised loss on revaluation
ZAREREE of non-trading securities (1,543) (1,574)
—RBRAEEES General provisions for
doubtful debts 357,975 361,124
581,132 584,250
MBATHE AR AR Total capital base before
deductions 6,233,721 5,984,669
BEAREMEENTRER Deductions from total
capital base (190,364) (198,379)
MRENERERBE Total capital base after
deductions 6,043,357 5,786,290
AEABRRARBRZELRT Unadjusted and adjusted
s capital adequacy ratio 17.0% 16.50%
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(a) EF
(i)

(i)

RERABIR&LLE (£)
REnREILE (8)
AEHBZERT R X BAR
TTRED M B R AR B E B IRIT
EOIME=REEEREERS
EEMBRZGAEEENE B
BREATRLEZFE ~IR
BEERMEERBH CEER
RFMABRE [T 5EER R
RERERINER St AREER
MG R IR BN RS EE
BRAEHEZEATRLEMR
EE

FYRDReLE

(a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS (Continued)

(i)

(i)

Capital adequacy ratio (Continued)

The unadjusted capital adequacy ratio is computed on a
consolidated basis covering the Bank and certain of its financial
subsidiaries as specified by the HKMA for its regulatory
supervision purposes, and is in accordance with the Third
Schedule to the Hong Kong Banking Ordinance. The adjusted
capital adequacy ratio incorporating market risk is computed
on the same consolidated basis, and is in accordance with the
module on "Maintenance of Adequacy Capital Against Market
Risks" under Supervisory Policy Manual issued by the HKMA.

Average liquidity ratio

—EE-H§
~A=+H
30th June, 2002

—TE-F
~NAZ=TH
30th June, 2001

BEEANEAFORBDERL R

HMAFERBER L RIREE
BRITHRDI R OE Bttt &
REEEEREERGAECEM
BEIDIT BEMER LB
ARMatEe

Average liquidity ratio for

the first six months ended 39.4% 47.2%
The average liquidity ratio for the period includes the liquidity
positions of all overseas branches, Hong Kong offices and
financial subsidiaries in its calculation, which is the basis of
computation agreed with the HKMA, and has been computed
in accordance with the Fourth Schedule to the Hong Kong

Banking Ordinance.



b) ERER-TRSE
BPERZTEBRIRREAZFENL
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(b) ADVANCES TO CUSTOMERS - BY INDUSTRY SECTORS
The information concerning advances to customers by industry
sectors has been classified according to the usage of the loan and
is stated gross of any provisions.

ot - ok —TT-F
~B=+H TZA=+—-H ZB&
30th June, 2002  31st December, 2001  Change
%
EERERCER Loans for use in Hong Kong
T¥ BELER Industrial, commercial and financial
-MERR - Property development 426,417 334,797 274
-NERE - Property investment 5,875,935 5,645,037 41
—-BBHE - Financial concerns 507,780 562,746 -98
-RkE&R - Stockbrokers 317,108 259047 224
~HERTER - Wholesale and retail trade 817,787 868411  -58
—REX - Manufacturing 888,311 968820  -83
- BHRERRA - Transport and transport
equipment 1,791,689 1,619,465 10.6
REBBER - Share financing 216,560 255709 -153
—Hft - Others 2,727,998 2893668 57
faA Individuals
-BEIREREE] [LAREZRE - Loans for the purchase of flats in
Eitgl | R [BEBERE BT the Home Ownership Scheme,
ZEH Private Sector Participation
Scheme and Tenants Purchase
Scheme 680,642 722,890 -58
-BEHMEENEZER - Loans for the purchase of other
residential properties 10,054,389 10,799,639 -6.9
-EREER - Credit card advances 351,392 463121 -24.1
—Hft - Others 2,691,422 2833500  -50
HAmE Trade finance 1,852,377 1575554 176
EFBLUIMERZHR Loans for use outside Hong Kong
—&FA - Macau 3,539,208 3,340,498 6.0
—Efth - Others 2,724,642 2372340 149
35,463,657 35515244 02
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0 EFER-FERITERRBMER
ZHE S

IENBERTIRZ ZE TR
YTEBRBERRRER —RME &
TR T EEER: ERERNE
BEGYIFRXZHFAEHNERN
—HER IREENETHRERR
TEBINMITT MZRITIE R ER L
RN HE F R EM

whose head office is located in another country.

(c) ADVANCES TO CUSTOMERS, NON-PERFORMING LOANS AND
OVERDUE ADVANCES - BY GEOGRAPHICAL AREA

The geographical information has been classified by the location of
the counterparties after taking into account any risk transfer. In
general, such transfer of risk takes place if the claims are guaranteed
by a party in a country which is different from that of the
counterparty or if the claims are on an overseas branch of a bank

—EE"FXAZ=+H

30th June, 2002

BE={EA

HFEX TEITER EZER
Total Non-  Overdue advances
advances to performing for over
customers loans three months
BE Hong Kong 28,978,367 1,078,061 557,665
R P Macau 3,696,090 160,169 181,153
REE AR HA People's Republic of China 2,035,769 17,931 26,717
HAf Others 753,431 - -
35,463,657 1,256,161 765,535

T -F+=-HA=+—H

31st December, 2001

BE=1E A
HEPEX TEITER NEZER
Total Non-  Overdue advances
advances to performing for over
customers loans three months
55 Hong Kong 29,432,277 1,173,746 740,417
BRI Macau 3,459,865 159,879 145,641
YN People's Republic of China 1,875,900 16,170 33,512
Hh Others 747,202 - 25
35,515,244 1,349,795 919,595



(d BRREEERHZIRE

(i)

(d) OVERDUE AND RESCHEDULED ASSETS

BHREEERHZER (i) Overdue and rescheduled advances
k- - o 3 —TT-F
~B=+H +ZRA=+—H
30th June, 2002 31st December, 2001
LEHEE hEREE
BN ZASW
Gk 9% of total 2% % of total
Amount advances Amount advances
BB EFPER Gross advances to
customers which have
been overdue for
“EAREEAMEA 6 months or less but
over 3 months 211,797 0.60 291,684 0.82
NEAUNEE-F 1 year or less but
over 6 months 230,029 0.65 250,786 0.71
—FEpE Over 1 year 323,709 0.91 377,125 1.06
765,535 2.16 919,595 2.59
FEffnes Amount of collateral held 653,271 731,631
FEREREE Secured balance 511,440 646,525
ERBEREE Unsecured balance 254,095 273,070
Rk Specific provisions 224,312 182,777
BEFERMCEFRER Rescheduled advances 445,891 1.26 478,625 135

R_FE—F+_A
e = ) Qe =
EFRA=ZTR *&
HETFRITAXRE
& B R 2 FUA
WHEBE=FEANL
REEERBZE

Eo
TA°

There were no overdue advances for over 3 months and rescheduled advances to
banks and other financial institutions on 30th June, 2002 and 31st December, 2001.
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(d BRREEERMZEE (4)
(i) HfBHRE

(d) OVERDUE AND RESCHEDULED ASSETS (Continued)
(ii) Other overdue assets

k- - Jon - 3 —TT-F
~NA=+H +-A=+—H
30th June, 2002 31st December, 2001
EHESR CHMEE E%ES CHMEE
Debt *Other Debt *Other
securities assets securities assets
BRIz EMEE Other assets which have been
overdue for
ZEANLEEAREA 6 months or less but
over 3 months - 1,077 - 2,011
NEANEE-F 1 year or less but
over 6 months - 1,337 - 1,667
—Fp\F Over 1 year - 2,625 - 2,599
- 5,039 - 6,277

* AEERESRE

* Qther assets refer to trade bills and accrued interest.

T fEEFIE o
() BHREEERHERARETH (¢) THE RECONCILIATION BETWEEN OVERDUE AND RESCHEDULED
RZHEX LOANS AND NON-PERFORMING LOANS
k- -1 o - —ET—F
~NB=+H +-R=+—H

30th June, 2002

31st December, 2001

fag

EBH=EARNLZRPERR

ERH=EANLZEPER

B BE = (E A A LB R

&
/%\Z 8

B =EAKATER
ERANELKAERE
AMEZER

[§s!

M &
IER

TRAEHRA

Gross advances to customers
and rescheduled loans which
have been overdue for over
three months :

Gross advances to
customers which
have been overdue for

over three months 765,535
Rescheduled advances 445,891
1,211,426
Less: Loans overdue over 3 months
and on which interest is
still being accrued (125,384)
Add: Loans overdue for 3 months or
less and on which interest
is being placed in suspense
or on which interest accrual
has ceased 170,119
Total non-performing loans 1,256,161

919,595

478,625

1,398,220

(173,970)

125,545

1,349,795



() BREE
BREREN R ZH TR
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(f) CROSS-BORDER CLAIMS
The information concerning cross-border claims has been classified

RN HEF R EM-

by the location of the counterparties after taking into account any
risk transfer. In general, such transfer of risk takes place if the
claims are guaranteed by a party in a country which is different
from that of the counterparty or if the claims are on an overseas
branch of a bank whose head office is located in another country.

—EZ_FRA=+H
30th June, 2002

FITRER
Hit ok
Banks and NEWE
other financial ~ Public sector Hih FR
institutions entities Others Total
R Macau 249,652 - 3,603,919 3,853,571
REE AR A People's Republic of China 649,401 1,410 1,899,513 2,550,324
H KR Other Asia Pacific 2,141,482 - 705,335 2,846,817
xE United States 1,711,033 - 357,653 2,068,686
HEipmE R ERR Other North and South American
countries 460,384 - 31,541 491,925
IR RIEM Middle East and Africa 653 - - 653
= Germany 2,429,150 - - 2,429,150
He BB R Other European countries 7,580,177 - 179,694 7,759,871
15,221,932 1410 6,777,655 22,000,997
—ZEZ-5+-A=1+—H
31st December, 2001
FITRER
Hit & pikE
Banks and NEEE
other financial ~ Public sector Hih FR
institutions entities Others Total
P Macau 223,871 - 3,368,775 3,592,646
SEYNEES People’s Republic of China 481,882 28,145 1,756,210 2,266,237
Hi K& Other Asia Pacific 2,506,606 - 707,527 3,214,133
% United States 1,476,500 726,255 124,289 2,327,044
HE g ERIEEERR Other North and South American
countries 1,004,937 - 30,677 1,035,614
R R IEM Middle East and Africa 559 - 35 594
BUM Furope 8,132,349 - 211,553 8,343,902
13,826,704 754,400 6,199,066 20,780,170
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(9)

REEE (3) CURRENCY RISKS
BRSNS F BRI FEEERR The net positions or net structural positions in foreign currencies
FIETREINEFRBESLERBER are disclosed when each currency constitutes 10% or more of the
BEENAED 2 TN L BEHE respective total net position or total net structural position in all
B foreign currencies.
- 1 ot —TT-F
~NA=1+H +ZA=+—H
30th June, 2002 31st December, 2001
EYv e ETT B
HERBEAT Fquivalent in millions of HK$ Uss$ Total Us$ Total
REEE Spot assets 13,154 19,792 13,525 19,294
BEAR Spot liabilities (11,771 (18,282) (12,179) (18,129)
BHEA Forward purchases 6,321 6,927 3,417 3,882
EHE Forward sales (7,469) (8,208) (4,642) (4,919)
RBFE Net long positions 235 229 121 128
“E2°EXA=tH “EE-F+-A=1+—H
30th June, 2002 31st December, 2001
R il
RERBEET Equivalent in Macau e k] Macau e nE
millions of HK$ Patacas US$ Total Patacas Us$ Total
BREMERTE Net structural positions 399 136 535 320 136 456
R ER (h) MANAGEMENT OF RISKS

ARECHEBRRRERF AUERR
EHEERR RBES BRARTS
R THEFERTRIEZEGRE
ERBEEEZESEHRT N
B e E MR URZ SRR R
Jr 15 LA g o

() EERREE
EERBRERZ ZH T REEETT
HAZ AIREAKENER E
SRE WE TETARREME
B EESCRERARITER
ROTBEHETRENRELZES
RaTEERRERE-

The Group has established policies and procedures for the control
and monitoring of credit risk, liquidity, capital and market risk,
which are reviewed regularly by the Credit Committee and the
Asset and Liability Management Committee ("ALMCO") as delegated
by the Board of Directors. The internal auditors also perform regular
audits to ensure compliance with the policies and procedures.

(i) Credit risk management
Credit risk arises from the possibility that the counterparty in
a transaction may default. It arises from the lending, trade
finance, treasury, derivatives and other activities undertaken
by the Group. The Board of Directors has delegated the Group's
credit risk management to the Credit Committee, which is
chaired by the Bank's Chairman and Chief Executive.
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(h) MANAGEMENT OF RISKS (Continued)

(i)

(i))

Credit risk management (Continued)

The credit risk management function is independent of the
business units. It oversees the implementation of credit policies
and ensures the quality of credit evaluation and approval.
Credit approval is conducted in accordance with the Group's
credit policy, which defines the credit extension criteria, the
credit approval and monitoring processes, the loan classification
system and provisioning policy. The credit policy also takes
into account the requirements of the Hong Kong Banking
Ordinance and guidelines issued by the HKMA with respect to
large exposures and provisioning requirements.

In evaluating the credit risk of the customers or counterparties,
their financial strength and repayment ability are always the
Group's primary considerations, though credit risk may be
mitigated by obtaining collateral from the customers or
counterparties. Concentration risks are monitored by adopting
proper risk control such as setting limits on large exposures in
relation to the Group's capital base.

Comprehensive guidelines to manage credit risk have been
laid down in the Group's Loaning Manual, which is regularly
reviewed and approved by the Credit Committee. The Loaning
Manual covers the delegated lending authorities, credit
extension criteria, credit monitoring process, loan classification
system, credit recovery and provisioning policy.

Liquidity management

The Group manages the liquidity structure of its assets, liabilities
and commitments so as to ensure that all Group operations
can meet their funding needs and that the statutory liquidity
ratio is complied with. As disclosed in note (a) above, the
Group's average liquidity ratio of 39.4% for the first half of
2002 is well above the statutory minimum ratio of 25%.

The Board of Directors reviews the current and prospective
funding requirements for all operations through reqular review
of the liquidity ratio and the maturity mismatch profile. The
liquidity risk is managed by holding sufficient liquid assets
(e.g. cash and short term funds and securities) of appropriate
quality to ensure that short term funding requirements are
covered within prudent limits.

Adequate standby facilities are maintained to provide strategic
liquidity to meet unexpected and material cash outflow in the
ordinary course of business.
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(h) MANAGEMENT OF RISKS (Continued)
(iii) Capital management

(iv)

The Group's policy is to maintain a strong capital base to
support the development of the Group's business and to meet
the statutory capital adequacy ratio. As disclosed in note (a)
above, the Group's unadjusted and adjusted capital adequacy
ratio of 17.0% as at 30th June, 2002 is well above the statutory
minimum ratio of 8%.

Capital is allocated to the various activities of the Bank
depending on the risk taken by each business division. Where
the subsidiaries are directly reqgulated by other regulators, they
are required to maintain minimum capital according to these
regulators' rules. Certain financial subsidiaries, as specified by
the HKMA, are subject to the HKMA's capital requirements for
its regulatory supervision purposes.

Market risk management

Market risk is the risk that changes in interest rates, foreign
exchange rates or equity and commodity prices will affect the
prices of financial instruments taken or held by the Group.
Financial instruments include foreign exchange contracts,
interest rate contracts, equity and fixed income securities.

The limits for financial instruments are approved by ALMCO
which is made up of executive directors, the treasurer and
senior managers of the Group. ALMCO is responsible for
approving the policies relating to asset and liability
management and to review, monitor and control the operating
ratios and trading limits to ensure compliance.

Exposures are measured and monitored on the basis of principal
(or notional) amount, outstanding position and stop-loss limit,
and are controlled and reviewed by ALMCO.

The Group adopts a prudent approach to managing its trading
portfolios, and reduces any excessive market risk by executing
offsetting transactions or hedging contracts with other market
counterparties. The Group therefore considers that any market
risk arising from its trading book is not material.

(i) COMPARATIVE FIGURES
In preparing this unaudited supplementary financial information,
certain comparative figures have been restated in accordance with
the new SSAP34.
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RRIR B INTERIM DIVIDEND
EEeEmMRETHREGRAEL =811l The Directors are pleased to declare an interim dividend of HK$0.37
BHIEFHREENR-_ZZ_FAAT-A(E per share, to be paid on Thursday, 12th September, 2002 to
) EETR_ZEZ_FNLAABAERRS shareholders whose names are on the Register of Members on 5th
it FE B2 RE- September, 2002.
HFEkRiEILAM CLOSING OF REGISTER OF MEMBERS
H-EE-_FNAZH (EH—)E_TT=F The Register of Members of the Bank will be closed from Monday,
NARE (EHM) b BEEMABEEA KT 2nd September, 2002 to Thursday, 5th September, 2002 both days
B 15333?}?]&%;%35)5 Zf%ﬂ NBBERTZRE inclusive, during which period no transfer of shares can be registered.
mMEABFEVENR-_ZEZ-_FNA=+H(E In order to qualify for the above dividend, all transfers accompanied
HA) TFORASBFPEREEREBRERX by the relevant share certificates must be lodged with the Bank's
EEBEHERAER —N\=ZHREaNHL T+ Registrars, Computershare Hong Kong Investor Services Limited, Shops
B—+t——E2—+t—A"EXATZIBRHBELR 1712-1716, 17/F, Hopewell Centre, 183 Queen's Road East, Wanchai,
BAPRES T BRARPHERPFERT Hong Kong, for registration not later than 4:00 p.m. on Friday, 30th
ZEHERRNBAKE RS- August, 2002.
FERFRHED SUBSTANTIAL SHAREHOLDERS' INTERESTS
W‘E?FE%E%%%%HQ%E% GREERESRITH As at 30th June, 2002, save as mentioned under the section headed
BHEZET STERER-_ZTZ-_FA “Directors’ and Chief Executive's Interests”, the Substantial Shareholder
:‘I‘ BRARNRITRAZERDT: of the Bank according to the Register of Substantial Shareholders'

Interests was as follows:

2 Name B3 AR 8 Number of shares

BNY International Financing Corporation 73,800,000
(B A R1T 5 B 2 BB 2 A
A wholly owned subsidiary of The Bank of New York Company, Inc.)

BE-—ER—ANAFENAZ+ B ZK Pursuant to a shareholders' agreement dated 22nd August, 1996,
B 1755% ' BNY International Financing Corporation * )% BNY International Financing Corporation, Messrs Patrick Y B Fung
FREE BEBELEE - REBRAFYKF and Michael Y S Fung, Po Ding Company Limited, YKF Trustee Holding
Trustee Holding Inc. ;2 Z& ﬁﬁ%ﬁﬁﬁﬂﬂ A & R Inc. and Majestic Investment Company Limited agree to retain joint
BABITEETROERABIZ=TEHAZ control over an aggregate of 37.5% of the share capital of the Bank.
EEEHIREIRIEE S (DRER) 0 A L& According to the Securities (Disclosure of Interests) Ordinance ("SDI

IR 5 & B R A7110,046938M A R 1TRX D Ordinance"), the parties are, therefore, each deemed to be interested
HEER- in 110,046,938 shares of the Bank.
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EERTHERERES DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS
*E?E%%&h LEEFRLE SEERITH As at 30th June, 2002, the Directors' and Chief Executive's Interests

BER_TE_FNA=-THEFERRITRA in the share capital of the Bank according to the Register of Directors'
Zﬁ =T and Chief Executive's Interests were as follows:

FT#5 A% 2 Number of shares

"4 Name {El A Personal K EE Family HAtb Other A &T Total
Ay Patrick Y B Fung 2,952,000 - 59,013,600 (1&2) 61,965,600 (4)
THRE Frank J Wang - - 70,000 (1) 70,000
pifag:s Michael Y'S Fung 3,036,000 58,987,600 (1&2) 62,023,600 (4)
&R Louis C W Ho 100,000 60,000 58,987,600 (1&2) 59,147,600 (4)
ZHE Simon K Y Lee - 193,800 (3) 193,800
2z Ambrose H C Lau 101,500 - - 101,500
wFE Ho Soo Ching 10,000 - - 10,000
B3 Notes:
(1) EFEFAMN-NMNAEF=A+B —ZTZT—F= (1) On 10th March, 1994, 10th March, 2001 and 15th March, 2002 , the Board

ATAR-ZZ-E=A+RHARE-NAZFR
ANRBBzABEFE BTEERTHRAER
R T O E S A T 51 R i -

—hWARE=A+H
TRz By 8B

Number of shares in

options granted on

approved the granting of certain share options to Directors and Executives of
the Bank, pursuant to the Share Option Scheme adopted on 9th June, 1993,
and the following Directors have accepted the following options:

“ZT-F=-A+H —ZTE-_E=-A+AA
BTRREZROHHEE BHTRBREZRHEE R 2 M
Number of shares in Number of shares in BE

options granted on options granted on Total number of

e Name 10th March, 1994 10th March, 2001 15th March, 2002 shares in options
5 & X8 Patrick Y B Fung 30,000 50,000 40,000 120,000
TRE Frank J Wang - 40,000 30,000 70,000
bofatd Michael Y S Fung 24,000 40,000 30,000 94,000
MEE Louis C W Ho 24,000 40,000 30,000 94,000

—NANEE=ZA+ERTZRRETR-NANRE
ZA+HE-ZTWF= ANHEPAE REE
AERBEUBT - ZTT—F=A+ARTZR
BN -_ZZE-_F=A+HZE=-Z——F=AN
FERETE REEASRELE BT ZTT=F
ZRATRARTFZRARETR-_ZT=F=A+8
BE-Z——F=-ATMBHETE RBELES
& A 26,307 °

H588936000k N RS BEREETESREE"
BR7RHEANBBTREEE OBEE LA R

ﬁ,
Si#
A BEEZFRREMAL-

&
*x

ZEBENAEBRARRE FHEAEREZ AT
NEZRER-FREEZTRRETESR
ﬁ MeaBEBZRBARTHERA-

—/\

The options granted on 10th March, 1994 are exercisable between 10th March,
1995 and 9th March, 2004 at a subscription price of HK$14.83 per share, the
options granted on 10th March, 2001 are exercisable between 10th March,
2002 and 9th March, 2011 at a subscription price of HK$23.60 per share and
the options granted on 15th March, 2002 are exercisable between 15th March,
2003 and 14th March, 2012 at a subscription price of HK$26.30 per share.

58,893,600 shares are held under various family trusts in which Messrs Patrick
Y B Fung, Michael Y S Fung and Louis C W Ho's spouse together with their
respective issues and other persons are eligible beneficiaries.

Such shares were held through a corporation in which Mr Simon K'Y Lee
controlled more than one-third of the voting power and were transferred in
March 2002 to a family trust in which Mr Simon K'Y Lee's spouse is an eligible
beneficiary.
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@) BERAERBEELEMBEZEHRMNERR
BERHZQREEZBHELER Ll BRRE
@I T 2110046938 K- R —IBEREEFAEZ
10,639,2008% & 5 o

[ EXAN K22 FRA=1TRH RE
B (AR R0 S &S TRERNLER
BALBERNANRITREBE QR 2 BAHE
BEMED -

RRERH

RECHEZ RBETE EXSEREAR
TE4R TITHA BRI AR AKRRITID - 15
REREENER —TT-FAA-BZA R
BESDEERTEMAAEE XANEBH
ARZAERRTA ([BRP]) 2 FHRHE
MWBEDZN\T —ZZ2—FNA—A2% RE
BRAEZLRTIMEFNRRE:

() BORRFEEBRRAZKHE ZAY

(i) MORRETEALEEEBERAHF
BHUH

—

go

WEERTEALEARERD —F TARNE
THNE-BEEFTBEFHRTE EXR
BREANEE —TT ZRREF RN T
ZFERNANBRIE

RIER TSR] FRITHRNDBARZ G
BANRITNEAREZERERITRATE
ARZA-R_TBE_FRA=1H RIEDRE
AT 8IR] T 317 2 BB/ 13,616 0008 k15 R R
IS SO ENER AL VA

DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS (Continued)

(4) Al shares and options are held by Messrs Patrick Y B Fung and Michael Y S
Fung, and shares under note (2), except for 10,639,200 shares held by a trust,
are parcel of the 110,046,938 shares of the Bank which are mentioned above in
the section headed "Substantial Shareholders' Interests".

Save as disclosed, none of the Directors, the Chief Executive and
their associates had any other beneficial interests in the securities of
the Bank or any of its associated corporations (within the meaning
of SDI Ordinance) at 30th June, 2002.

SHARE OPTION INFORMATION

Pursuant to the approved Share Option Scheme, the directors are
authorised, at their discretion, to invite certain executives, to take up
options to purchase ordinary shares in the Bank as incentive to them.
Prior to 1st September, 2001, the option price was 80% of the average
last dealt price on The Stock Exchange of Hong Kong Limited ("SEHK")
on the five business days immediately preceding the date of offer of
such options. After 1st September, 2001, the option price should be
at least the higher of:

(i) the closing price of the shares on the SEHK on the date of the
grant, which must be a trading day, and

(i) the average closing price of the shares on the SEHK for the five
business days immediately preceding the date of grant.

The options must be held for at least one year and can be exercised
between the first and the tenth anniversaries of the date of grant.
The amount payable on acceptance of the share option was HK$1.
The share option scheme will be terminated on 9th June, 2003.

The maximum number of shares in respect of which options may be
granted under the Share Option Scheme may not exceed 5% of the
issued share capital of the Bank as at the date of approval of the
scheme. At 30th June, 2002, total number of ordinary shares available
for issue under the Share Option Scheme is 13,616,000 or 4.6% of
the issued share capital of the Bank.
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SHARE OPTION INFORMATION (Continued)

At 30th June, 2002, the directors and employees of the Bank had the
following interest in option to purchase for the shares of the Bank

(market value per share at 30th June, 2002 is HK$25.85).

RO
RRE  TEAT—A
BYHz  zBkmE
—_ET-F BRME FHAKRHE
—22- +—-A Market Weighted
ANB=+HZ =1+—HZ BT value per  average closing
B8 E BRG] BSuE share at  price per share
30th June,  31st December, No.of REE date of at preceding
2002 2001 BT A shares  QOption grant of day before
No. of shares No. of shares  Date granted  exercised price options exercise date
£ Directors

SR, Patrick Y B Fung 30,000 30,000 10/03/1994 - $1483 $18.25 -
50,000 50,000 10/03/2001 - $23.60 $29.00 -
40,000 - 15/03/2002 - $2630 $26.30 -
TRE Frank J Wang 40,000 40,000 10/03/2001 - $23.60 $29.00 -
30,000 - 15/03/2002 - $26.30 $26.30 -
HEE Michael Y S Fung 24,000 24,000 10/03/1994 - $1483 $18.25 -
40,000 40,000 10/03/2001 - $2360 $29.00 -
30,000 - 15/03/2002 - $26.30 $26.30 -
&R Louis C W Ho 24,000 24000 10/03/1994 - $1483 $18.25 -
40,000 40,000 10/03/2001 - $2360 $29.00 -
30,000 - 15/03/2002 - $26.30 $26.30 -
HifEE  Other Employees 24,000 24,000 10/03/1994 - $1483 $18.25 -
210,000 240,000 10/03/2001 30,000 $23.60 $29.00 $27.00
160,000 - 15/03/2002 - $26.30 $26.30 -

772,000 512,000 30,000
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SHARE OPTION INFORMATION (Continued)

The share options granted are not recognised in the accounts until
they are exercised. The option price of share options granted on 10th
March, 1994 for HK$14.83 was after adjustment of one for five
bonus issued in May 1997. The value per option granted in 2002 is
estimated at the date of grant using the Black-Scholes pricing model
was HK$7.96. The assumption used are as follows:

Risk-free interest rate (%) 6.40
Expected life (in years) 9.50
Volatility (%) 31.91
Expected dividend yield (%) 450

The Black-Scholes option pricing model was developed for use in
estimating the fair value of traded options that have no vesting
restrictions and are fully transferable. In addition, such option pricing
model requires input of highly subjective assumptions, including the
expected stock price volatility. Because the Bank's share options have
characteristics significantly different from those of traded options,
and because changes in the subjective input assumptions can
materially affect the fair value estimate, the Black-Scholes option
pricing model does not necessarily provide a reliable measure of the
fair value of the share option.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

The Bank has complied throughout the period with the Code of Best
Practice as set out in the Listing Rules of The Stock Exchange of
Hong Kong Limited, except that a specified term was not fixed for
the appointment of Non-executive Directors.

AUDIT COMMITTEE

The Audit Committee of the Bank was formed in 1992. The committee
meets three times a year and its present members are Mr. Simon K'Y
Lee, Mr. Michael J Ranieri and Mr. Ho Soo Ching. The Audit Committee
is answerable to the Board and the principal duties of the Committee
include the review of the Bank's financial reporting and internal
controls.

COMPENSATION COMMITTEE

The Compensation Committee was formed in 1995. The Committee
meets once a year to evaluate and approve the remuneration policy
and package for the Chief Executive of the Bank. Its composition is
shown on page 2.

PURCHASE, SALE OR REDEMPTION OF SHARES

There were no purchases, sales or redemptions by the Bank, or any of
its subsidiaries, of the Bank's shares during the six months ended
30th June, 2002.
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INTRODUCTION
We have been instructed by the Bank to review the interim financial
report set out on pages 7 to 28.

DIRECTORS' RESPONSIBILITIES

The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of an interim financial
report to be in compliance with the relevant provisions thereof and
Statement of Standard Accounting Practice 25 "Interim financial
reporting” issued by the Hong Kong Society of Accountants. The
interim financial report is the responsibility of, and has been approved
by, the directors.

REVIEW WORK PERFORMED

We conducted our review in accordance with Statement of Auditing
Standards 700 "Engagements to review interim financial reports”
issued by the Hong Kong Society of Accountants. A review consists
principally of making enquiries of group management and applying
analytical procedures to the interim financial report and based
thereon, assessing whether the accounting policies and presentation
have been consistently applied unless otherwise disclosed. A review
excludes audit procedures such as tests of controls and verification
of assets, liabilities and transactions. It is substantially less in scope
than an audit and therefore provides a lower level of assurance than
an audit. Accordingly we do not express an audit opinion on the
interim financial report.

REVIEW CONCLUSION

On the basis of our review which does not constitute an audit, we
are not aware of any material modifications that should be made to
the interim financial report for the six months ended 30th June,
2002.

KPMG
Certified Public Accountants

Hong Kong, 8th August, 2002



