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Return on average equity
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Return on average assets
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As at As at
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Total assets
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Advances to customers
less reserves
EPERRERE 15,374 15,485
Customer deposits and
medium term funding
BEPERRFEHES 26,325 24,178
Shareholders’ funds
REE® 3,718 3,672
Unadjusted capital adequacy ratio
RIEHBERFT R X 19.95% 20.84%
Liquidity ratio
(average for the month)
RNAGFHRBDES L E 61.78% 53.98%
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Shareholders

55% - Arab Banking Corporation (B.S.C.)
20% - China Everbright Limited

25% — Public

Solicitors
Clifford Chance

Auditors
KPMG

Company Secretary
Ivan Young

Registered Office
International Bank of Asia Building
38 Des Voeux Road Central

Hong Kong

BOARD OF DIRECTORS

Anwar Ali AL-MUDHAF

Chairman — International Bank of Asia Limited

General Manager — Kuwait Health Insurance Company

Director — Arab Banking Corporation (B.S.C.)

Director and Member of the Investment Committee —
Kuwait Public Institute for Social Security

Assistant Professor — Department of Financial Institutions,
Kuwait University

Director — Board of Governors of Oxford Institute for
Energy Studies

Mike M. MURAD
Vice Chairman, Managing Director and Chief Executive
Officer — International Bank of Asia Limited
Director and Member of the Executive Committee — Arab
Banking Corporation — Egypt (S.A.E.)
Member of the Board of Trustees,
DePaul University Chicago, USA

Steven Kwok Lim POON

Chairman — Vertex Communications and Technology
Group Limited

Managing Director — Bright World Enterprise Limited

Robert James KENRICK

James SO Yiu Cho, CBE JP
Managing Director — Hong Kong Experts Consultancy
Company Limited
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Eissa Mohamed AL SUWAIDI

Executive Director — Abu Dhabi Investment Authority,
United Arab Emirates

Director — Arab Banking Corporation (B.S.C.)

Director — Abu Dhabi National Oil Company For
Distribution

Chairman — Arab Banking Corporation — Egypt (S.A.E.)

GUO You

Executive Director and Chief Executive Officer —
China Everbright Limited

Director — China Everbright Group Limited

Director — China Everbright Bank Company Limited

Director — Everbright Securities Company Limited

Bachar SAMRA
Executive Vice President — International Bank of Asia Limited
Chairman — IBA Credit Limited

Khalifa Mohamed AL KINDI

Chairman — Arab Banking Corporation (B.S.C.)

Deputy Managing Director — Abu Dhabi Investment
Authority, United Arab Emirates

Director — ABC International Bank plc (London)

ZHOU Liqun

Director — China Everbright Limited

Director and Vice President — Everbright Securities
Company Limited

SENIOR MANAGEMENT

Mike M. MURAD Vice Chairman,
Managing Director and
Chief Executive Officer

Bachar SAMRA Executive Vice President

— Consumer Banking Group
Executive Vice President
— Corporate Banking Group

Michael K. IPSON

David CHAN Executive Vice President
— Financial Control Group
Betty BROW Executive Vice President
— Investment Banking Group
Joe HILI Executive Vice President
— Support Group
Horace FAN Executive Vice President and Treasurer
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At the beginning of 2003 the markets had already taken
into account a sluggish US economy and the strong
possibility of conflict in Irag, and indeed both of these
factors caused a slowing of the Hong Kong economy. What
was not anticipated was the Severe Acute Respiratory
Syndrome (“SARS”) crisis that struck with such ferocity in
March. Following the outbreak in the Prince of Wales
Hospital early that month, the community and the economy
suffered severe damage. Thousands of people were
quarantined at home after being exposed to SARS victims.
Streets, shopping malls, restaurants and theaters were
deserted. Retail sales fell 14% in April at the height of the
outbreak. Facemasks and gloves became standard apparel,
and disinfectant became the common scent. Not only was
domestic lifestyle disrupted, but the travel warning issued
by the World Health Organization also brought tourism to a
halt. Hotel occupancy fell below 10%, and aircraft flights
were cut by more than 50%. Even the flights that were
maintained witnessed passenger loads of 30% or less.

Coming on the heels of the Middle East events and a
slowdown in consumer spending in the US, SARS brought
the economy a severe reduction in economic activity.
Unemployment jumped, reaching 8.6% for the April-June
period. Both consumer and corporate loan demand
evaporated. Property sales dried up, the only transactions
involving sellers who were in dire straits and willing to
accept almost any price. SARS effectively halted property
sales, and the sharply reduced transactions reflected
distress sales, forcing property prices down. Residential
prices, which had already declined 65% from their peak in
October 1997, suffered a 7-8% decline in the second
quarter alone.

The SARS catastrophe occurred just as the Government
announced measures aimed at cutting the HK$62 billion
deficit. The measures to increase fiscal revenues were
controversial in a recessionary economy, but were even
more contradictory in the context of the health disaster.
Shortly thereafter the dissatisfaction with government policies,
which had been brewing for some time, boiled over with
opposition to legislation under Article 23 of the Basic Law
relating to security matters.
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In the midst of all of these difficulties, the people of Hong
Kong responded with the spirit that has been the hallmark
of our success. Facing the mystery of SARS, the citizens
quickly addressed environmental issues, and the medical
profession was magnificent in caring for the victims of this
frightening disease. Even the protests against government
were characterized by a commitment to the community,
and took place peacefully. Out of this discouraging setting,
optimism has emerged, and the hope that the economy will
get back on its feet in the second half of the year.
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IBA's Performance
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The first half of the year was a brutal environment for
banks. IBA’'s balance sheet, strengthened over the course
of 2002, provided a solid defense against the effects of the
SARS outbreak. Despite the weakness of loan demand
overall, as evidenced by a 1.5% decline in industry wide
lending, IBA's loan portfolio grew 2.8% from December to
June, reaching HK$15.4 billion, with the commercial and
residential portfolio expanding. Liquidity remained high,
averaging 58%. A portion of surplus funds was shifted from
interbank placements to the investment portfolio which
rose to HK$7.3 billion, comprised overwhelmingly of
government paper, increasing the yield on these funds.

Most striking was the strong growth in customer deposits.
While industry wide deposits increased by less than half a
percent, IBA achieved 11% growth, surpassing HK$24
billion for the first time. The 3M Deposit, the Bank’s
flagship interest bearing checking account, saw balances
soar by 59% to more than HK$4 billion as new individual
and corporate customers were attracted to this value added
product. Demand deposits reached 24% of customer
deposits in June compared to 18% a year ago. Callable
CDs issued to retail customers grew by 44% to HK$1.2
billion, demonstrating how enhanced Treasury capabilities
can address customer requirements and reduce the cost of
funds - these medium term deposits cost less than the
institutional CDs formerly issued by the Bank. Fixed
deposits also grew by 3.2%, standing at HK$18 billion as of
June 30, 2003. The result of this outstanding performance
in customer deposits was a substantial reduction in the
cost of funds over the course of the past year.

SARS and the general economic malaise did affect the
income statement. Net interest income was down 20% year
on year to HK$301 million due to lower average loan
outstandings in comparison to the first half of 2002,
increased deposits and reduced margins. This reflected the
poor economic conditions and the tremendous competition
among banks. Fee income rose 8% to HK$87 million.
Although share brokerage decreased 12% due to lower
turnover on the stock exchange, and loan fees and credit
card commissions also declined because of lower economic
activity due to SARS, the rapid expansion of wealth
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management income, up more than 100%, more than
offset these adverse trends. Operating income was down
15% at HK$388 million. The Bank kept a tight rein on
operating expenses, which remained flat at HK$222
million.

The quality of the loan portfolio remains sound, with non-
performing loans below 2.7%. Major improvement has
been achieved in the consumer finance portfolio through
the implementation of new application processing and
monitoring systems. As a result, loan loss provisions fell
43% to HK$102 million. The steady decline of customers
filing for personal bankruptcy was particularly encouraging.
However, it was not possible to counter the impact of falling
property prices. The Bank made prudent provisions for
diminution in value of assets acquired under lending
agreements, shaving HK$62 million from income. Despite
an unfavorable interest rate environment, the Bank was
able to achieve HK$52 million in gains on the investment
portfolio. The effect of the fall in property prices reduced
net income before taxation to HK$54 million, a decline of
50%. Excluding those property provisions, net income
before taxation would have increased by approximately
HK$9 million year on year.

During the first half of 2003 IBA opened its 8th Wealth
Management Center, and initiated preparations to open a
9th center to expand our investment services. Preparations
are also underway to open a new Superbranch in
Mongkok, our second branch in that district of Kowloon.

Investments in technology are paying dividends. The
linkage between our advanced Call Center, a data warehouse
and Customer Relationship Software have developed very
effective capabilities in highly focused marketing programs.
Call Center throughput increased by 50% in the first half of
the year. As noted above, the new risk management
systems put in place have had a dramatic effect in
reducing provisions. Our Six Sigma program to reduce
processing time and rework is increasing efficiency and
curbing costs.

INTERNATIONAL BANK OF ASIA LIMITED
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The collaborative effort of the Retail Banking, Consumer
Finance, Investment Banking and Treasury divisions has
strengthened IBA’s position in servicing individuals
throughout Hong Kong, making full use of the network of
Superbranches, branches, Wealth Management Centers
and Consumer Finance Centers, providing 37 outlets.
Product capabilities have been expanded with refinements
to development and delivery structure, and back office
capacity has also been expanded. The leading position of
IBA Credit, the Bank’s leasing and hire purchase subsidiary,
in SME finance and innovative financing structures provided
by the Corporate Banking Division, along with the support
of Treasury, enables IBA to provide high quality services to
corporate clients. Financial control and risk management
have kept pace with market developments, adding expertise
and increasing productivity. Further investments have been
made in training to ensure that IBA staff’s skills meet the
demands of the marketplace.

The second half of 2003 presents some daunting challenges,
but recent economic developments are encouraging.
However, IBA’'s new marketing programs, upgraded risk
management and expanded range of wealth management
products have already initiated growth with good prospects
for the second half. While there was a decline in interim
profits compared to the same period last year due to the
reduction in value of assets acquired under lending
agreements after the SARS outbreak, the Board, in light of
our strong capital base, moved to maintain the interim
dividend of 4 Hong Kong cents per share, equal to the
interim dividend of 2002.

Mike M Murad
Vice Chairman, Managing Director and Chief Executive
Officer

Hong Kong, 31 July 2003
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The directors have pleasure in presenting the unaudited
interim consolidated financial report of International Bank
of Asia Limited (‘the Bank’) and its subsidiaries (collectively
‘the Group’) for the six months ended 30 June 2003.

Compliance with the Code of Best Practice

The Bank has complied throughout the period with the
Code of Best Practice as set out by the Stock Exchange of
Hong Kong Limited in Appendix 14 to the Listing Rules.

In addition, the unaudited interim financial statements on
pages 13 to 48 together with the unaudited supplementary
financial information on pages 49 to 70 comply, in all
material respects, with the Supervisory Policy Manual
"Interim Financial Disclosure by Locally Incorporated
Authorised Institutions"issued by the Hong Kong Monetary
Authority ("HKMA").

Directors’ interest in shares

None of the directors has any interest in, or rights to
subscribe for, the share capital of the Bank or any
associated corporation.

At no time during the period was the Bank, any of its
holding company, subsidiaries or fellow subsidiaries a party
to any arrangements to enable the directors or chief
executive of the Bank, or any of their spouses or children
under eighteen years of age, to acquire benefits by means
of the acquisition of shares in, or debentures of the Bank,
or any other body corporate.

Substantial shareholders
As at 30 June 2003, the register of substantial shareholders

showed that the Bank had been notified of the following
interests, being 10% or more of the Bank’s issued capital.

INTERIM REPORT 2003
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The directors in office during the six months ended 30
June 2003 were:

Dr. Anwar Ali Al-Mudhaf
Mike M. Murad

Poon Kwok Lim, Steven
Robert James Kenrick
So Yiu Cho, James
Eissa M. Al Suwaidi

Guo You

Bachar Samra

Khalifa M. Al Kindi
Zhou Ligun

Purchase, sale or redemption of the Bank’s
listed shares

The Bank has not redeemed any of its listed shares during
the six months ended 30 June 2003. Neither the Bank nor
any of its subsidiaries has purchased or sold any of the
Bank’s shares during the period.

Corporate governance

IBA is a long-time practitioner of sound corporate
governance. Priority is given to investor relations and
transparency. Independent directors were elected to the
Board prior to listing on the stock exchange and their
number has since been increased to three. The Audit
Committee comprises three independent non-executive
directors and is a committee of the Board of Directors. The
Audit Committee oversees the work of the Group’s internal
auditors and thereby monitors the effectiveness of the
Group’s internal control systems and compliance with
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policies approved by the Board of Directors and the
requirements of the regulatory authorities. The Audit
Committee meets regularly with the Group’s external
auditors and reviews the Group’s financial reports prior to
approval by the Board of Directors. The Audit Committee
reviews the reports of both external and internal auditors,
and reports to the full board on credit quality, provisions,
charge-offs and key balance sheet and income statement
figures. The Remuneration Committee, which is composed
of non-executive directors and includes two independent
directors, reviews and approves the remuneration of the
senior officers of the Bank.

The full board meets a minimum of four times a year.
These meetings are supplemented by meetings of the
Executive Committee of the Board, as well as frequent
communication between management and non-executive
directors. The Board plays a supervisory role, delegating
executive authority to professional managers. The Board
approves Bank policies recommended by management.
The Board approves the Asset and Liability Policy and the
Investment Policy of the Bank, and amendments to these
policies. All directors are provided with periodic reports on
asset and liability management and investment performance
both at board meetings and through direct communication
between board meetings.

Directors are provided with a copy of the “Corporate
Governance of Locally Incorporated Authorised Institutions”
under the Supervisory Policy Manual issued by the HKMA.

In addition to the Audit Committee and the reports of both
external and internal auditors, the Board has access to the
reports of the Corporate Governance and Compliance Unit,
an independent body established to verify the Bank’s
adherence to the Hong Kong Banking Ordinance, regulations
and directives of the HKMA and the Securities and Futures
Commission, as well as the regulations of Hong Kong
Exchanges and Clearing Company, Limited. This
supplements the annual Capital, Asset Quality, Management
Quality, Earnings and Liquidity (“*CAMEL”") rating by the
HKMA which is also reported to the Board.

The Bank is an equal opportunity employer and is
environmentally aware and has issued policies on both of
these issues. Service to the community is one of the
cardinal principles of the Bank.

INTERIM REPORT 2003
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A Independent Review Report

BYEGLZRE

BEEEBRRITERAF
¥g§§§%mzma@@a>

—
#“=

EEEE BRITETEXFISEL
BEM# PR BERS -

EECEE

EEMARIMARRNAES LR

AR E EFHHHZT%#&iM/A}QE”}Sﬁﬂ

ETRANZ ARG ROA R BB & At A

NERME T ERLERFE255% [ A8

B Mims - ERAL S R B R
=N SRR (o Eiig A

EITZERIHE

EEZEREFLEAMAGHEMZE
R BCERIT00G [BEFE T A%
e METESZ BERTEBREE
EERIERER UHPRTBRE
ETON - XEHE BRBITHEN) B
HHRERECEREREARERS
BT o BP0 B 1R SR
EZEEE BERXZFZRHE
Fr o BB E RS - Eut

PriR 2 (RE8 MEUZ S E - Bt

g£%%£¢%ﬁﬁﬁiﬁiﬁﬂﬁ

B

MNEZZ2FEZL P ERZH
IT%D*EH&E%TE&::_Y 3 7¢/\
R=+HIEXNER 2 BB R & 1E
HzEBRIERT -

EFHEHMERH
fTEUﬂLE/ﬁ
HE —TE=FtA=1+—8H

INTERNATIONAL BANK OF ASIA LIMITED
12 BEDBRFAERA D

TO THE BOARD OF DIRECTORS OF
INTERNATIONAL BANK OF ASIA LIMITED
(incorporated in Hong Kong with limited liability)

Introduction

We have been instructed by the Bank to review the interim
financial report set out on pages 13 to 48.

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 30 June 2003.

KPMG
Certified Public Accountants
Hong Kong, 31 July 2003
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Consolidated Income Statement

melER

For the six months ended 30 June 2003 EZ —FF=F A =1HILZAA

BHZ H=E
—EB=HF —ETT=F
~NA=1H NA=+H
Z 8 A Z~8A
et 5 FET F& T
(B#R)
For the six months ended
30 June 2003 30 June 2002
Note HK$’000 HK$'000
(Restated)
F B WA Interest income 3 484,283 570,000
B X Interest expense (183,399) (195,626)
F B U A F 58 Net interest income 300,884 374,374
H A& EWA Other operating income 4 87,279 80,740
& E WA Operating income 388,163 455,114
EES Operating expenses 5 (222,401) (221,758)
BEHEA S Operating profit before
i A1 e gz provisions and gains 165,762 233,356
=R R RIE Charge for bad and
EHES AR doubtful debts (101,715) (179,075)
RIS R & Provision for assets acquired
miiE 2 EERME  under lending agreements (62,322) (7,956)
HEREDZIE Gains less losses from
BIEEBEARZZ disposal and redemption of
FH W R E R non-trading securities 52,211 60,992
B B Al Profit before taxation 53,936 107,317
B8 Taxation 6 (1,548) (11,047)
% =R P& 1 4 F) Profit attributable to shareholders 52,388 96,270
FHEARR BB A% Interim dividend of 4.00
4,00 Il Hong Kong cents per share
(ZEZT=_F (2002: 4.00 Hong Kong cents) 46,886 46,886
& W& 4.00%10)
FRAF Earnings per share
(L) (Hong Kong cents) 7 4.47 8.21

HNFEIBEEFLABAZIRAMER/A
AEERT Y B REZ — 3D o

The notes on pages 18 to 48 form part of this unaudited
interim financial report.

INTERIM REPORT 2003
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Extracts from Consolidated Balance Sheet

REEERBRAUE

As at 30 June 2003 R-ZEZE=#F,NA=+H

—EE=F —ET=F
ANA=+HA +ZA=+—H
B & FERT FA& T
(BE#HR)
As at As at
30 June 31 December
2003 2002
Note HK$’000 HK$'000
(Restated)
BE ASSETS
B Cash on hand 84,217 91,511
CHIE & Short term funds 9 5,103,904 12,116,538
—Z&+={@A Placements with banks
B H 7 dR1T maturing between one and
EES7.&: twelve months 10 0 735,030
B S EBREH Trade bills less reserves and
PEEE certificates of deposit 11 442,951 291,220
BEEERRERH Advances to customers less
reserves 12 15,374,218 14,961,429
FEEHFI B K& Accrued interest and
H ik B other accounts 15 1,095,549 1,063,557
BE Investments 13 7,336,657 1,788,328
S AN RIRE Investments in associated
company 14 9,921 9,874
E & E Fixed assets 16 1,240,599 1,256,447
30,688,016 32,313,934
INTERNATIONAL BANK OF ASIA LIMITED INTERIM REPORT 2003
14 REEBRAERAA TR



Extracts from Consolidated Balance Sheet

REBEERRRHE

As at 30 June 2003 R-ZFEE=FNHA=+H

T=F —TEF
ANA=+HA +ZA=+—H
B & FERT T
(BE#HR)
As at As at
30 June 31 December
2003 2002
Note HK$’000 HK$'000
(Restated)
=K LIABILITIES
RITRAIZE R E A Deposits and balances of
& BT K banks and other
&= financial institutions 17 145,825 330,369
EEER Deposits from customers 18 24,162,346 22,070,807
B BT FRE Certificates of deposit issued 19 2,162,822 1,810,494
INEE S BB Short position in Exchange
HHIA & Fund Bills 196,222 4,094,931
HEmiRE RAE Other accounts and liabilities 303,256 239,949
26,970,471 28,546,550
B AR RR CAPITAL RESOURCES
g AR Share capital 1,172,160 1,172,160
f% 15 4 (B Share premium 749,778 749,778
# & Reserves 20 1,795,607 1,845,446
BEES Shareholders’ funds 3,717,545 3,767,384
30,688,016 32,313,934

KR

&
ﬁ

Ei
A

E=ZgR _ZTT=FtA=+—H
)3

FIBAEF4BAZIRAMEAA
REZT R B RE 2 — 880 °

INTERIM REPORT 2003
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INTERNATIONAL BANK OF ASIA LIMITED
BEABRBTERADA

Approved and authorised for issue by the Board of
Directors on 31 July 2003.

The notes on pages 18 to 48 form part of this unaudited
interim financial report.
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Condensed Consolidated Cash Flow Statement
BERERBRAE

For the six months ended 30 June 2003 #Z=—ZEZFT=FNA=1+HiLZ A

= HZE
—EE=F —TT - F
~NB=1H NA=1TH
Z 18 A a0
FET T T
(B#R)

For the six months ended
30 June 2003 30 June 2002

HK$'000 HK$'000
(Restated)
EEEDCHE Net cash outflow from
R operating activities (7,053,079) (637,549)
BREETB 2R & Net cash outflow from
R R investing activities (11,356) (22,570)
FLEIEE AT Z Net cash outflow before
I F R financing activities (7,064,435) (660,119)
MEEBEEAZ Net cash generated from
ReFHE financing activities 258,555 35,049
RekERRE Decrease in cash and cash
EHHZRD equivalents (6,805,880) (625,070)
M—HA—HZI& Cashand cash equivalents
kERBAEIEER at 1 January 11,994,001 5,737,997
RANB=+B2 Cash and cash equivalents
Re kER at 30 June
HEIER 5,188,121 5,112,927
ReRERRS Analysis of cash and
HEZSM cash equivalents
BHe Cash on hand 84,217 82,223
HHE® Short term funds 5,103,904 4,762,302
—Z+=-AM@A Placements with banks maturing
R HR 7 RITIR between one and twelve
B R A 38 months, which were originally
=@ A REK) repayable within 3 months 0 268,402
5,188,121 5,112,927
HNEIBEEFA8E 2R B Mz AZ  The notes on pages 18 to 48 form part of this unaudited
RICE LR B RE 2 —BH © interim financial report.
INTERNATIONAL BANK OF ASIA LIMITED INTERIM REPORT 2003
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Consolidated Statement of Changes in Equity
BASB2HGeBEXR

For the six months ended 30 June 2003 & —ZFTZFT=4F A=+ HIFZ /A

HE H=E

—EE2=F —ET - F
~NB=1H NA=+H

Z 8 A Z~8A

Mg 5E FET FAIT
(E#HR)

For the six months ended
30 June 2003 30 June 2002

Note HK$’000 HK$'000
(Restated)
M — A — B & 3 % 2 Shareholders’ equity at 1 January
AR RS As previously reported 3,765,935 3,671,832
B EEF IR Prior period adjustment arising
GETER from change in accounting
o B 2 AT HR A R policy for deferred taxation 20, 24 1,449 5,975
E 7R As restated 3,767,384 3,677,807
FIFIEEERE Realisation of revaluation
BHEZEMR (surplus)/deficit of
(U z5) /1% B non-trading securities (2,076) 3,699
JE 45 1E B & F % & % Net change in fair value of
ZFAFEE non-trading securities (7,732) (1,180)
REWZEENR Net (losses)/gains not recognised
Rz (58 in the income statement
A F (9,808) 2,519
A F & A Net profit for the period 52,388 96,270
IR EFH A Deferred taxation 1,354 (1,407)
RIS Dividend paid during the period (93,773) (82,051)
% 2R A% AR Shareholders’ equity 3,717,545 3,693,138

HNFEISEEFA8H 2 IRB M FEAZAR  The notes on pages 18 to 48 form part of this unaudited
RICEZR BT EREZ — 35 ° interim financial report.

INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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Notes to the Unaudited Interim Financial Report

ARBECPHMBREME

1 EBRAANEREE

Activities and corporate affiliation

RRITEBEDTRMBEAR - 124
—RIIRIT - BB RBEZRE -

RIRTTZ HZAIER A R R ABRTT
£H(BSC) > ZEBECHEM @ 5
—REERF R ZIRT ©

2 REZRERBREE
Basis of preparation

BB RERAREER  HES
R EEAMERESESMA
EHEMEEZEERNT00 & [ELFEE
IR SR METEZ - EHEEE
TR EBIMESSRECBYER
WMERHNFEL2E o

MEF B RE DREEERA RS
BERAFERLEMAANG - BEF
SEBEMAERM G ERER
525 5% [F AR & I RFE Uk
THRENTEEEERERERMZ
BB RR T M A [ 2L 1157 FT B 15 5
B EER] 2l -

FHMBRENMBEEEEE_FZ
—F+-_A=+T—HULEUBRFEZH
BERTTEXRNBITREZAREE
ZEEMBRE  EHIRBZEME
WE - HEZTZE-F+A=1—
BIEFEZEAEPBERE JRANRIT
ZaMPEERR - ZEMEREE
NR-ZEE=F_HA - +HE®%EY
BREMERENBREREER -

INTERNATIONAL BANK OF ASIA LIMITED
18 REEBRFARA D

The Bank, through its branches and subsidiaries, provides
a range of banking, financial and related services.

The ultimate holding company of the Bank is Arab Banking
Corporation (B.S.C.) which is incorporated in the State of
Bahrain and operates as an offshore bank.

This 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 Hong Kong Society of
Accountants (“HKSA”). KPMG’s independent review report
to the board of directors is included on page 12.

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,
including compliance with Statement of Standard Accounting
Practice (“SSAP”) 25 “Interim Financial Reporting” issued
by the HKSA. In addition, the interim financial report
complies with the module on the “Interim Financial
Disclosure by Locally Incorporated Authorised Institutions”
under the Supervisory Policy Manual issued by the HKMA.

The financial information relating to the financial year
ended 31 December 2002 included in the interim financial
report does not constitute the Bank’s statutory financial
statements for that financial year but is derived from those
financial statements. Statutory financial statements for the
year ended 31 December 2002 are available from the
Bank’s registered office. The auditors have expressed an
unqualified opinion on those financial statements in their
report dated 25 February 2003.

INTERIM REPORT 2003
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Notes to the Unaudited Interim Financial Report

AREGTHM B RS

BEZRAEEE @)

Basis of preparation (continued)

EREPHAMBRER RN T HEH
TE_F2EMBRERRZ SR
R ER-ZZE=F—A—BHRK
AOTHRACET IS EBERSE
1258 [ABH) - BEFE  BLEHREA
BEEAEGSH RUBRALST HE
BZENABEEANRHEZERMELN
MBEHFEZABHASE - ZBEE
TEET AT REEE R SRR (L T & 3 3h 78
HZEBEA AN A TE R 5 R A7 A
b - BRIFEREIEN TEEIRFHETE -
BIERBEE 2 NS RER -

EHEFABERT  ZHEHZAERE
SRTRELERE - BEEFATNE
ERBE  REESUBHRERRE
ENAENEERABEREEZED
AR AT R R 28 o TR IA
BENRBERERZ BT EERARE
RZERHE - EEEHARER
ARERBEE  EUREERRK
RiRA AR E LR RBAE 2 BER T
KR - BRI EERBE 2 R
RBIEYHEHRERUNEERTE -

BEETIESERBEREERBENIR
HEeBRARARGBETE - FIA
MNEE B EEREBREE 2B E5t
8o RERBAEERBBENSHITH °

BRIEBIAEENRE S RN E — 4
HRES  YEEREEHERTA
BEAMANBESESAERBRLT
ZIAT A AL E SRR o A Lt
IRFR R A Al BEE A R A E SR AR A
BRTER

The same accounting policies adopted in the 2002 annual
financial statements have been applied in the preparation of the
interim financial report except that with effect from 1 January
2003, the Bank adopted the revised SSAP 12 “Income Taxes".
In prior years, deferred tax liabilities were provided using the
liability method in respect of the taxation effect arising from all
material timing differences between the accounting and tax
treatment of income and expenditure, which were expected
with reasonably probability to crystallise in the foreseeable
future. Deferred tax assets were not recognised unless their
realisation was assured beyond reasonable doubt.

Under the new accounting policy, income tax for the period
comprises current and deferred tax. Deferred tax assets
and liabilities arise from deductible and taxable temporary
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the tax bases.
Deferred tax assets also arise from unused tax losses and
unused tax credits. All deferred tax liabilities and all
deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the
asset can be utilised are recognised, except on the initial
recognition of assets or liabilities that affect neither
accounting nor taxable profit.

The amount of deferred tax provided is based on the
expected manner of realisation or settlement of the carrying
amount of the assets and liabilities, using tax rates enacted
or substantively enacted at the balance sheet date.
Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at
each balance sheet date and is reduced to the extent that it
is no longer probable that sufficient taxable profit will be
available to allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it becomes
probable that sufficient taxable profit will be available.

INTERIM REPORT 2003
ZET=FRHRE

INTERNATIONAL BANK OF ASIA LIMITED
BEABRBTERADA
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Notes to the Unaudited Interim Financial Report

AREGTHMBHREMNE

BEZRREE @)

Basis of preparation (continued)

BERAEARITRAEEF AR L
FEHRITHRT RBEETRE ERET
BIABEEHER - REUTER - R
MEEEREBEREREN :

20

ERITHBEERAEL B
RITHAKEEERFERTTE
HH SIRAREREENRGEA
B X

BEEEHABERABER M
BB Z AB AR - AT

2
s [FA—FERBIE - H

o TRERVE  EPAE
BENEEHBRARRE
E TR H 7 R 2R PR P o R A
HokElg - A EIOFE
EBBRATHIAEEM
HBERTHIARARE @
TRFERRGEH -

INTERNATIONAL BANK OF ASIA LIMITED
BEEBBETERAF

Current and deferred tax assets and liabilities are offset if,
and only if, the Bank and the Group has the legally
enforceable right to set off current tax assets against
current tax liabilities and the following additional conditions
are met:

- in the case of current tax assets and liabilities, the
Bank or the Group intends either to settle on a net
basis, or to realise the asset and settle the liability
simultaneously; or

- in the case of deferred tax assets and liabilities, if
they relate to income taxes levied by the same
taxation authority on either:

° the same taxable entity; or

o different taxable entities, which, in each
future period in which significant amounts or
deferred tax liabilities or assets are expected
to be settled or recovered, intend to realise
the current tax assets and settle the current
tax liabilities on a net basis or realise and
settle simultaneously.

INTERIM REPORT 2003
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Notes to the Unaudited Interim Financial Report

AREZERTH

MEZMBEE (8)

Basis of preparation (continued)
e RECEMEBER N - At
H&K‘*‘Ebzi?éi&ii‘iﬁﬁﬁ?éz%ﬁﬁﬂ
HEE - HREBAENRFEEZBYEH
AR ERHEL AR - BRERA
BETEER  AEEZBEFELMT
4,990,000/ 7T (=== =4 : 4,894,000
BIL)  MEBRZEEFREEMT
7,793,000 7T (ZZZ =4 : 1,449,000
/%71:)

B 3% WS MR

The new accounting policy has been adopted retrospectively,
with the opening balance of retained earnings and reserves
and the comparative information adjusted for the amounts
relating to prior periods as disclosed in the consolidated
statement of changes in equity. As a result of the new
accounting policy, the Group’s profit for the period has
been increased by HK$4,990,000 (2002: HK$4,894,000)
and the net assets as at the period end have been
increased by HK$7,793,000 (2002: HK$1,449,000).

3 FI 2 A
Interest income
BZE HE
—EE=fF —EE-F
~NB=1+H NA=1H
Z 8 A Z~8A
FER FAET
Six months ended
30 June 2003 30 June 2002
HK$’000 HK$'000
EmigEZ Interest income on
A B U A listed investments 8,481 42,757
FELEMREZ Interest income on
B U A unlisted investments 59,521 24,417
E b F) S A Other interest income 416,281 502,826
484,283 570,000
INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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Notes to the Unaudited Interim Financial Report

AREGTHMBHREMNE

4 HtEERA

Other operating income

HZ BHE
—EB=F —Z2TF
~AA=1+H ~NA=1H
28 A Z N8 A
FTAER FHET
Six months ended
30 June 2003 30 June 2002
HK$'000 HK$'000
ERRASEA Fees and commission income 76,493 68,358
W BRARMEIH  Less: Fees and commission expense (15,418) (15,453)
ERREE W AFERE  Netfees and commission income 61,075 52,905
EHREZIREMA  Dividend income from listed investments 704 656
JEEMIRE 2B WA Dividend income from unlisted
investments 2,285 2,278
INER 5 2 FWA Net gain on dealing in foreign currencies 5,492 3911
BEHEER S ZFWA  Net gain on dealing in trading securities 738 2,037
e A Rental income 7,724 5,979
HAt Others 9,261 12,974
87,279 80,740
INTERNATIONAL BANK OF ASIA LIMITED INTERIM REPORT 2003
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Notes to the Unaudited Interim Financial Report

AEERTH
%

B 3% WS MR

Operating expenses

TEEEHFIWT

The major items which comprise operating expenses are as

follows:

BE BE
—EE=F —EE_F
AA=+H NA=+H

28R 2 75 {8 A
FTER THT

Six months ended
30 June 2003 30 June 2002

HK$’000 HK$'000
BEE KA Staff costs 109,316 102,967
EEREMEEEE Premises and other fixed assets
- FEERS — Rental of premises 9,070 8,884
— e — Depreciation 27,155 28,003
— Efb — Others 7,286 6,853
ZE M £ Auditors' remuneration 751 453
H&EESH Other operating expenses
—EBHERE — Business promotion 4,907 13,922
—EEEMEER — Legal and professional fee 6,084 8,358
— BB R — Communication 8,470 8,460
—BETFERERK — Electronic data processing and
EEES computer systems 29,261 24,721
—HAt — Others 20,101 19,137
222,401 221,758
INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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Notes to the Unaudited Interim Financial Report

AREGTHMBHREMNE

BiE
Taxation
BZE HZE
—EBEZ=F —TE_F
~NB=1H NA=TH
28 A Z N8R
FERT FAET
Six months ended
30 June 2003 30 June 2002
HK$'000 HK$'000
BEHIE - Current tax — Provision for
BBEMBHEHE*  Hong Kong Profits Tax*
BN IE Tax for the period 6,838 9,248
MEFE A% Over-provision in respect
£ of prior years (300) (2,769)
6,538 6,479
iR E R I8 Deferred tax
RARER Origination and reversal of temporary
2R =T differences (4,491) 4,568
M—HA—BHEEA Effect of increase in tax rate
TR EIREER T on deferred tax balances
Emewe at 1 January (499) 0
(4,990) 4568
AR 2% Total income tax expense 1,548 11,047

24
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Notes to the Unaudited Interim Financial Report

AREGTHM B RS

B #)

Taxation (continued)
BEXHEABRAERNETEZS
i A B 2 iR

Reconciliation between tax expense and accounting profit
at applicable tax rate

BE BE
—EE=F —EE_F
AA=+H NA=+H

28R 2 75 {8 A
FTER THT

Six months ended
30 June 2003 30 June 2002

HK$’000 HK$'000

B B A i Profit before taxation 53,936 107,317
T B8 A 2l 5T Notional tax on profit before tax,

FRI8 - AFETEE]0E  calculated at the rates applicable to

B Z EFRH profits in the tax jurisdictions

S concerned* 9,437 17,171
EERTLIBIA Tax effect on non-taxable revenue (7,838) (3,570)

ZRIAR 2
FE A R 2 Tax effect on non-deductible expenses 748 215

ZRIE R 2
MB— B —HE®EA Effect of increase in tax rate on

FHEEIRERIA deferred tax balances at 1 January (499) 0

ERe e
i 2 F E 7 i % % 45 Over-provision in prior years (300) (2,769)
BEEHIES N Actual tax expense 1,548 11,047
* R-ZZBE=F=F FBERFEEMA * In March 2003, the Hong Kong Government announced an

SEERBEEEBZAEHA16%
EMEL7.5% - BHREBEERREHE=
T = FREAEE P HREET AR
B - SRR K ATE 2 3Tk R
i M AR IR AR BT R AR o

increase in the Profits Tax rate applicable to the Group’s
operations in Hong Kong from 16% to 17.5%. This increase
is taken into account in the preparation of the Group’s 2003
interim financial report in which Hong Kong Profits Tax is
provided at the respective rates on the estimated assessable
profits for this and the prior periods.

INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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Notes to the Unaudited Interim Financial Report

AREGTHMBHREMNE

FR2R
Earnings per share

TR AR T % 8 R A% R E G m
52,388,000 T (Z T & — F :
96,270,000/ 7T) R EI A B 4T ()
1,172,160,000 (=& = = F :
1,172,160,0008%) 5T & o $R17I & 1A
Al R EAREZR - A HiaR
IRFEUBE TR AN e 2 2 -

2 E & R

Segment reporting
DIEER TDIREARE B 8 K R R 5
DERE c ARNEE 2 2HEB K5
EEPEREE—REAN - EBHE
WRERERRELRA -

ARTEREMBRARZ EEXZBRIER
TRERBBZABRE o @ARTT
EBEI2EBRTZZERTRL
EARREABREERS - TERTT
EBIZREFRFPARYE  FE&K
BREMEERE - HEREEERA
BEMARLRRME  EWREMHE
EHERNRER - ERREBEE
BPRBRERBRERRY - £XIR
TEBREEIME  SEEFRE
AR - RERTEBIEER
ARITZMARTES - EFEE
BRUEAERFBRIRE - MEERSHERE
SNER SR RFERMEE 2R RER
SEE BHERXHLPER KEHE
BRERBEEEMBSETREAR
AEBEZEBERESER - HibRHE S
EMREETZEETREEEN @ &
FREBE  FHERMEEELE
fRBER B D BCPA TE R TS EE D

INTERNATIONAL BANK OF ASIA LIMITED
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The earnings per share is calculated on profit attributable
to shareholders of HK$52,388,000 (2002: HK$96,270,000)
and on 1,172,160,000 (2002: 1,172,160,000) ordinary
shares in issue during the period. There are no convertible
loan capital, options or warrants outstanding which would
cause a dilution effect on the earnings per share.

Segment information is presented in respect of the Group’s
business and geographical segments. Business segment
information is chosen as the primary reporting format
because substantially all of the Group’s business is
attributable to a single geographical segment, Hong Kong.

The Bank and its subsidiaries are principally engaged in the
provision of banking and related financial services. Consumer
Finance mainly comprises the retail banking, hire purchase and
credit card businesses. Retail banking mainly comprises deposit
account services, residential mortgage and other consumer lending.
Hire purchase lending includes both personal and corporate
equipment, auto and other consumer leasing contracts and lending.
Credit card business comprises merchant acquiring and the
provision of credit card advances. Corporate Banking business
covers trade financing, syndicated loans and other corporate lending.
Investment Banking activities mainly comprise private banking
activities, securities brokerage, unit trusts and insurance services.
Treasury activities are mainly the provision of foreign exchange
services and centralised cash management for deposit taking and
lending, management of trading securities, execution of management’s
investment strategies in money market investment instruments and
the overall funding of the Group. Unallocated items mainly comprise
the central management unit, management of investments in
securities, premises and property management and other activities
which cannot be reasonably allocated to specific business segments.

INTERIM REPORT 2003
SER=ERES



Notes to the Unaudited Interim Financial Report

AREGTHM B RS

8 DIEE R (&)
Segment reporting (continued)
BZE HE
—BEZF —EE-F
~NB=1+H NA=1H
Z <188 28R
FER FAET
(E#HR)
Six months ended
30 June 2003 30 June 2002
(@) BEWKRA (@) Operating Income HK$’000 HK$’000
(Restated)
& A SR 1T Consumer Finance 288,792 328,597
IR TT Corporate Banking 32,061 39,257
‘A RT Investment Banking 38,337 36,896
B & Treasury 19,879 30,506
RAPEED Unallocated 9,094 19,858
388,163 455,114
BHZ H=E
—EE=F —ET=F
ANB=+H NA=1H
Z 18 A 2~ &8 A
FERT T
(E#HR)
Six months ended
30 June 2003 30 June 2002
(b) BRBAIEF (b))  Profit before taxation HK$’000 HK$'000
(Restated)
& A $R17 Consumer Finance 30,048 (6,839)
ERIT Corporate Banking* (36,885) (6,312)
WERIT Investment Banking 10,353 17,239
B & Treasury 55,934 84,936
ROBER Unallocated (5,514) 18,293
53,936 107,317
INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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AREGTHMBHREMNE

8 2PEER (@

Segment reporting (continued)

| BEBEERRG TR AERER
el -

i. ROBPABERZBRHERESES
ZHBEA - ZEBESRREES
BTRBEAREABNERARES
Fx  BTHFRMEEFE L - &
NERERYEER R KER
REMBREZITE -

* BE—ZT=FA=1THIEA
BN AR REBEER MK BN E
EZRETE  S|REERTEBE
HEiE -

EE 58

EEABRZEMNEREMNBAR ZE
REBMAEMLS  ARBAERERE
IHEEARZARITOTME - 7
FPRUERBEMETUNE R=-F
ZER-ZT=FHEAAHM
REE 2 A EBWRA NGB A T
AR BN ARRITHE QR R
DITARZEEMESL - RRTERN
%M EERMNEBRIERIATE S
HEHW R REARS - MESHRHE
ErBHRUNEBAIIN ARESE)
MRBRBEAZTE °

INTERNATIONAL BANK OF ASIA LIMITED
28 REEBRFARA D

i Inter-segment pricing is based on similar terms as those
available to other external parties.

ii. Unallocated items mainly comprise interest income derived
from shareholders’ funds not used by the business segments,
staff housing loans and the related interest income and
funding costs, staff deposits and the related interest
expenses and the head office premises, furniture, fixtures
and equipment and the related depreciation.

The loss for the six months ended 30 June 2003 incurred
by Corporate Banking is mainly caused by the decline in
value of the assets acquired under lending agreements
during the period.

Geographical segments

The geographical segmental analysis is based on the
locations of the principal operations of the subsidiaries or
on the location of the branches of the Bank responsible for
reporting the results or booking the assets, the location of
customers and the location of assets. For the period ended
30 June 2003 and 2002, all of the Group’s operating
income and profit before taxation were generated by assets
booked by the principal operations of the branches and
subsidiaries of the Bank located in Hong Kong. More than
90% of assets were either located in Hong Kong or were
extended to companies and individuals domiciled in Hong
Kong. The balance of the assets were extended to
companies and individuals domiciled outside Hong Kong,
mainly in China.

INTERIM REPORT 2003
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9 EHES
Short term funds
—EE=F T F
AA=+H +ZA=+—H8H
FTET FHE T
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
RIT R ZEM E A Balances with banks and
S RIEBO &S other financial institutions 207,326 153,055
BANEEFEZR*  Money at call and short notice* 3,129,701 6,395,418
B E% (B FESMNE  Treasury bills (including Exchange
EEZFK) Fund Bills) 1,766,877 5,568,065
5,103,904 12,116,538
* BHANEERARRAREE Bt s * Money at call and short notice represents deposits of up to a
EE—EAREBZERZ - maximum of 1-month maturity from the balance sheet date.

BEAmPRBFRPREITERT Treasury bills are issued by central governments and
WAIEEHHEE  r EEEES 254 central banks and are unlisted. The analysis of treasury

mE bills is as follows:
S —EET_F
ANA=1+H +=—A=+—8
FH FiBT
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000

B & % Treasury bills
—EEEAR — Trading 1,766,877 1,699,190
—FEEERS — Non-trading 0 3,868,875
1,766,877 5,568,065
INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED

B B EEEABRTERA 29



Notes to the Unaudited Interim Financial Report
AREBERPHBBREMNE

9 EHES ®)
Short term funds (continued)
N EEBERRESEHEAXATHEIE  The maturity profile of treasury bills included above and
B2 RtrHRE S 2 BHRAR AT ¢ analysed by the remaining period at the balance sheet date
to the contractual maturity date is as follows:

—EE=F —TEF
~NA=1H +=A=+—H
FExT FAE T
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000

=& B s LA T 3 months or less but not
T BT IE K repayable on demand 1,766,877 5,221,050

—F AT 1 year or less but over

=@AE 3 months 0 347,015
1,766,877 5,568,065

10 —E+tZEAFHZBITREERR
Placements with banks maturing between one and twelve months
BEEHESAEIRRE B 2 FgER The maturity profile analysed by the remaining period at the

PR &5z HAFR 2B 7l : balance sheet date to the contractual maturity date is as follows:
—EE=F —TEF
AA=+H +=—A=+—H
FERT T
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
=@ Ak AT 3 months or less but
— @A E over 1 month 0 558,358
—F 8 A M 1 year or less but
=@®ALE over 3 months 0 176,672
0 735,030
INTERNATIONAL BANK OF ASIA LIMITED INTERIM REPORT 2003
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11 ESEBREERTFRE

Trade bills less reserves and certificates of deposit

—EE=F T F
AA=+H +=—A=+—8~
FTET FHE T
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
= Trade bills 13,393 13,900
o — R EEE Less: General reserves (79) (91)
13,314 13,809
FRE Certificates of deposit
—3ELT - EHEERE — unlisted, non-trading
Rz 429,637 277,411
442,951 291,220
REEREASLETHEIHA 2 FerHA The maturity profile analysed by the remaining period at
PR &S 2 EAPR 2B Bl - the balance sheet date to the contractual maturity date is
as follows:
—EE=F —TEF
AA=+H +=—A=+—8~
FERT TAT
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
=@ A AT 3 months or less but not
4 75 BB 8 5K repayable on demand 13,393 43,900
— s LA ME=1E B LA £ 1 year or less but over 3 months 100,733 153,425
AFKATME—F AL  5years or less but over 1 year 328,904 93,986
443,030 291,311
INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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12 EFERARR

Advances to customers less reserves

—EEZ=F —ET=F

AA=+H +=A=+—H

FER FHT

As at As at

30 June 2003 31 December 2002

HK$’000 HK$'000

XEEER Advances to customers 15,578,768 15,161,583

RIREAE Reserves for doubtful debts

—— % — General (124,630) (129,455)
il — Specific (79,920) (70,699)
15,374,218 14,961,429

BRI EESETARZER rp; & & The specific provisions were made after taking into account

298,316,834 T (Z T T = 4F the value of collateral held against HK$298,316,834
170,226,838 /B T) MK B E ° (2002: HK$170,226,838) of doubtful debts.
REEAEANETHISBEZ s The maturity profile analysed by the remaining period at
RES 2 HR4ER : the balance sheet date to the contractual maturity date is
as follows:
—BERZ=F —TEF
~NA=+H +=-—A=+—H
TERT FAE T
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
BB 38 3K Repayable on demand 858,480 1,003,297
=8 B AT 3 months or less but not
&= AN E%%?A repayable on demand 1,880,480 1,703,514
*i st A THE =18 B LA £ 1 year or less but over 3 months 1,793,397 1,838,818
AFERATHE— i A E 5 years or less but over 1 year 4,900,297 4,722,613
AR F Over 5 years 5,724,579 5,583,238
M TEEA A B Undated 421,535 310,103
15,578,768 15,161,583
INTERNATIONAL BANK OF ASIA LIMITED INTERIM REPORT 2003
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AREGTHM B RS

12 EFERRBER @

Advances to customers less reserves (continued)

FEBIRS L RF 2 BEPEREHE
(ITMEITEHER]) :

TERITEHNEFTERMRZFERD B
M2 FRERESBERRITAFEZ

performing advances”):

Total advances on which interest is being placed in
suspense or on which interest accrual has ceased (“Non-

The non-performing advances, together with the aggregate
amount of specific reserves held and amount of collateral

KA EEDT held in respect of such advances are as follows:
5 —EE_F
ANA=+AH +=—A=+—H
TET B2 FE T El2ld
As at As at
30 June 2003 31 December 2002
HK$'000 %t HK$'000 %ol
TETAKEFK?  Non-performing advances?
—ETEENH — Rescheduled 77,332 0.50 8,694 0.06
— = — Others 329,998 2.12 253,698 1.67
407,330 2.61 262,392 1.73
RTABITERN Amount of specific
EREL 2 reserves held against
5 Bl 45 5 B ER non-performing
advances 78,513 55,735
RABITEHN Amount of collateral
BEXFEREZ held in respect of
EHmEE? non-performing
advances® 302,093 168,516
380,606 224,251
IPSR Y Amount of interest
suspended 38,088 59,240
1 EREFERBBEZEDL - 1 As a percentage of gross advances to customers.
2 FRBRIRF S - 2 Net of suspended interest.

3 BEBEHARERTAFAKE 3
10,420,0008 & (=TT = 4 :
11,730,000/ 7t) °

INTERIM REPORT 2003
ZET=FRHRE

Including expected recoveries of HK$10.42 million (2002:
HK$11.73 million) from companies in liquidation.

INTERNATIONAL BANK OF ASIA LIMITED
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AREGTHMBHREMNE

BE
Investments
—EEZ=F —ET=F
ANA=+H +=A=+—H
FER FHT
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
BEHERE Investments in securities
FBIEEERAEMW  Non-trading securities

BHEZAFEE at fair value
REE L™ Listed in Hong Kong

— &% — debt 1,164,342 449,685

— A — equity 31,048 31,094
JEET Unlisted

— &% — debt 6,058,314 1,279,277

— & AR — equity 20,941 20,941
Nt Sub-total 7,274,645 1,780,997
BEEEREN Trading securities

EHEZAFLE" at fair value*

—E% — debt 62,012 7,331
INET Sub-total 62,012 7,331
FERE Total 7,336,657 1,788,328
& Market value
RESE™ Listed in Hong Kong

—BBES — debt securities 1,164,342 449,685

— A FE S — equity securities 31,048 31,094

* FIEFEERENRES2MRELTE
B A EHEET -

34

INTERNATIONAL BANK OF ASIA LIMITED
BEEBBETERAF

Trading securities are all unlisted and are issued by public

sector entities.

INTERIM REPORT 2003
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ABERTHPHRENZ

BE ®)

Investments (continued)

ZEZEBEERENBAEHBIATH#  The non-trading securities are issued by:
BEAT ¢
= —ET_F
~NA=+H +—HA=+—H
FER FHT
As at As at
30 June 2003 31 December 2002
HK$’000 HK$’000
AR R Central governments and
AR iR AT central banks 5,382,142 449,685
N Y Public sector entities 819,750 455,779
RIT R E M€ @ Banks and other financial institutions 470,519 476,772
o Corporate entities 602,234 398,761
7,274,645 1,780,997
WRELEBEEAWNTHINEBE 2 FI6 8  The maturity profile of debt securities analysed by the
REH 2 ESESHRAR ¢ remaining period at the balance sheet date to the
contractual maturity date is as follows:
—EE=F —EE-F
~NA=+H +=-—A=+—H
FEx T
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
=@ B KA T 3 months or less but not repayable
45 BB I8 3K on demand 117,370 241,977
—F ek LA M= 1 year or less but over
A E 3 months 474,262 476,212
A EFE AN 5 years or less but
—FP over 1 year*® 5,972,632 771,038
BidAE Over 5 years 685,356 211,307
M TEEA A B Undated 35,048 35,759
7,284,668 1,736,293

c ﬁiiuﬂﬁ FLEZERHEHFE -
EREEBSRANELSESRE H
4217800000/@%( e
449,685,000/ 7T) * &F%Tmﬁﬁ
ﬁzﬁm%ﬁé%mﬁ BREEZMEE -

BERERRABTLES ° operated by the HKMA.

INTERIM REPORT 2003
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INTERNATIONAL BANK OF ASIA LIMITED
BEABRBTERADA

Included in the debt security portfolio maturing 5 years or
less but over 1 year are Hong Kong Government Exchange
Fund Notes totalling HK$4,217,800,000 (2002:
HK$449,685,000), which can be used to obtain overnight
Hong Kong dollar fundings from the Discount Window

35
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AREGTHMBHREMNE

BENFRE

Investment in associated company
—EEZ=F —TEF
AB=+H +ZA=+—H~H
FER FET
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
JEET MY » AKA(E  Unlisted shares, at cost 5,761 5,761
B Advances 9,921 9,874
B AR E Less: impairment loss (5,761) (5,761)
9,921 9,874

RNIRTTHEB EIER B MK 2 IBA
Finance Corporation 40% (= ZZ — 4 :
40%) BBEITIRA - ZMERRZEE
EBANIERERHVBREERY
HAREEEME - WA RITIEER IR
BRREatE ENZBE AR ZE

INTERNATIONAL BANK OF ASIA LIMITED
36 REEBRFARA D

The Bank owns 40% (2002: 40%) of the issued share
capital of IBA Finance Corporation, which is incorporated
in the Philippines. The principal activity of the associated
company is the provision of financing and leasing services
in the Philippines. The Bank has not equity accounted for
the investments in the associated company in view of the
immaterial amount involved.

INTERIM REPORT 2003
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AREGTHM B RS

I i B 18
15 Deferred taxation
BEEREEERBEDAMALLE
EEERZIEFANEREMIEE M
[EMiRE REHSIAN - EHA -
BAERAEEABRAZELERE
BERBBEZROREZENT -

Deferred tax assets and liabilities are included in “Accrued
interest and other accounts” and “Other accounts and
provisions” respectively on the consolidated balance sheet.
The components of deferred tax assets and liabilities
recognised in the consolidated balance sheet and the
movements during the period are as follows:

BB
i P2
G EL FHE
HBFE  Prior year EERR
Z8%  adjustment BHEMR
Depreciation  in respect -k @8 Revaluaion — EHE
allowances in  of defined R BE  ofnon- Eff
excess of related henefit General Tax trading  Revaluation ag
depreciation scheme  reserves losses  securities of premises Total

Tén TEx TEx  TET  TEr Tz TEn

HK$000  HKFOOO  HKS000  HKSO000  HKS000  HKS000  HKS000

RZZZZ45-F-H At 1 January 2002
GRMERE (Charged)/credited to
(Tit) /R consolidated income
statement
3t Charged o reserves

(13811) (2650) 26,778 0 2916 (7,258) 5975
(443) 0 (6,050) 1479 0 120 (4.894)
0 0 0 0 368 0 368

R=ZEZ-F+-F=+-H At31 December 2002

(14.254) (2650) 20,728 1479 3284 (7,138) 1449

R-ZZ=%-f-H At 1 January 2003
FalERL (Cherged)/credited
(Zit) /b fo consolidated
income statement
B /8K (Charged)fcredit o reserves

(14.254) (2650) 20,728 1479 3,284 (7138) 1449

(949) (249) 1,097 502 0 65 4990
0 0 0 0 2024 (670) 1354

RZBE=F5A=1H At 30 June 2003

(15,203) (289 21,825 6,505 5308 (7,743) 7,793

INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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AREGTHMBHREMNE

15 EEFRIE (@)

Deferred taxation (continued)

—EEZ=F —TEF
~NA=+H +=A=+—H
FER FET
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
REEEEERBMERXR  Netdeferred tax asset
R ZIEE recognised on the consolidated
HIEEEFE balance sheet 7,872 2,789
AMRABEBEZXR  Netdeferred tax liability
R ZIEERIE recognised on the
BEFHE consolidated balance sheet (79) (1,340)
7,793 1,449
MN_EET=—FNA=+tHESEALRHE  There was no material unrecognised deferred tax asset and
BRAZEEHRBEERBE (ZZEE - liability as at 30 June 2003 (2002: HK$ Nil).
G fE) o
INTERNATIONAL BANK OF ASIA LIMITED INTERIM REPORT 2003
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16 BEE&EE
Fixed assets
KA
EBERRE
Furniture,
FEihE fixtures and ekl
Premises equipment Total
FHET FHET FHET
HK$'000 HK$'000 HK$'000
BAD LA Cost or valuation
R_EZE=F—H—H At 1 January 2003 1,180,993 339,524 1,520,517
NE Additions 0 11,309 11,309
k== Disposals 0 (526) (526)
R_FTE=FA=1+H At 30 June 2003 1,180,993 350,307 1,531,300
R E Accumulated depreciation
R-ZZEZE=F— A—H At 1 January 2003 79,896 184,174 264,070
FRNITE Charge for the year 6,711 20,444 27,155
HEZHER Released on disposal 0 (524) (524)
RZZEE=FA=1+H At 30 June 2003 86,607 204,094 290,701
IR E FE Net book value
R_ZEE=F,A=1+H At 30 June 2003 1,094,386 146,213 1,240,599
i S
+=-A=+—H At 31 December 2002 1,101,097 155,350 1,256,447
INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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17 BOEXERAMSREBERRER

Deposits and balances of banks and other financial institutions

—EE=F —ET-F
ANA=1+H +=—A=+—H
FER FHT
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
BB 22 5K Repayable on demand 89,732 1,778
=& A = AT 3 months or less but not repayable
BN I8 X on demand 56,093 328,591
145,825 330,369
1 EEZAR - EHRHEMER
Current, fixed and other deposits of customers
—EEZ=F —ET=F
AA=+H +=—A=+—H
FERT FA& T
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
EERARER Demand deposits and current accounts 4,356,766 2,805,818
HEEX Savings deposits 656,609 613,942
EH - FEEIEA Time, call and notice deposits
3@ JAF R 19,148,971 18,651,047
24,162,346 22,070,807
40 INTERNATIO’\igAlgA.NF@OQEAS‘%LBIEM‘TE—]D INTERIMﬁRr;ngRT 2003
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EEZAR - EHREMER @
Current, fixed and other deposits of customers (continued)
REEREAYTHAREE 2 FerH]  The maturity profile analysed by the remaining period at

R&EI5H 2 BBRAR : the balance sheet date to the contractual maturity date is
as follows:
S —EETF
~NA=+H +=-—A=+—H
FER T
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
BB 32 3K Repayable on demand 6,007,179 4,231,513
=@ A=A T 3 months or less but not repayable
BB 32 3K on demand 17,181,249 16,781,314
—F AT 1 year or less but over 3 months
=@AE 881,510 965,523
A F ek AT 5 years or less but over 1 year
—FPE 92,408 92,457
24,162,346 22,070,807

19 ERTERRE
Certificates of deposit issued
HEEHEASYETRREA 2 FepH  The maturity profile analysed by the remaining period at

PR &5z HARR 2B 7l : the balance sheet date to the contractual maturity date is
as follows:
—EEZF —ETF
AA=+H +=ZA=+—8
TET FHE T
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
— g A e 1 year or less but over 3 months
=EARKE 900,000 0
A F AT 5 years or less but over 1 year
—F L E 1,262,822 1,810,494
2,162,822 1,810,494
INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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AREGTHMBHREMNE

20
Reserves
EABERE REEMFHE
Capital  Investment R &7
redemption  revaluation Retained oL
reserve reserve earmnings Total
FHL T THL THL
HK$'000 HK$'000 HK$'000 HK$'000
RZZZ-4-H-A At 1 January 2002
B RS As previously reported 372,000 (18,225) 1,396,119 1,749,8%
AR R Prior period adjustment in
LR respect of deferred taxation 0 2916 3,059 5,975
E As restated 372,000 (15,309) 1,399,178 1,755,869
EERBRER (2F) Profit after tax for the year (restated) 0 0 200,444 200,444
FREEERE E% 52 Realisation of revaluation deficit
BEEBEE of non-trading securities 0 3,854 0 3,854
3F 1’E“§:§ﬁﬁuﬁf‘f Net change in fair value of
ATEEE non-trading securities 0 (6,152) 0 (6,152)
i ﬁ BB (HrE15) Deferred taxation (note 15) 0 368 0 368
E-HBEERERE Dividend approved in respect
of the previous financial year 0 0 (82,061) (82,061)
ERFEHRE Interim dividend paid 0 0 (46,386) (46,886)
“2E-4F+-f=1-H At 31 December 2002 372,000 (17,239) 1,490,685 1,845,446
RZZZ=4-H-AH At 1 January 2003
ARRE As previously reported 372,000 (20,523) 1,492,520 1,843,997
AIHREERE 2 AR Prior period adjustment in
respect of deferred taxation 0 3,284 (1,835) 1,449
it As restated 372,000 (17,239) 1,490,685 1,845,446
HARR &R Profit after tax for the period 0 0 52,388 52388
FREEERG E% 52 Realisation of revaluation surplus
EfAZE of non-trading securities 0 (2,076) 0 (2,076)
3F 1’E“§:§ﬁﬁuﬁf‘f Net change in fair value of
ATEEY non-rading securities 0 (7,732) 0 (7,732)
& L TE (t15) Deferred taxation (note 15) 0 2,024 (670) 1,354
F-HHEERERE Dividend approved in respect of the
previous financial year 0 0 (93,773) (93,773)
RZZEZ=%,A=+H At 30 June 2003 372,000 (25,023) 1,448,630 1,795,607
INTERNATIONAL BANK OF ASIA LIMITED INTERIM REPORT 2003
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& ()

20 Reserves (continued)

(@) EBEABRFEEHEEE-NANL—FK
—NNAZFEBRRITZIREB & F
BAELEIAIRIBIELRK
MELE - BIEBEFB(RARUEHNE
79C(2)f + EABERIFEE T H
K B R] RANERTT R ABIAS S B
BETEHRR 2 REITRMD 2R
ERBEBRARR -

REER  EXREHRETH
AR B = A%4.00 Bl (= 2T =4
4.00 # 1) & #£ 46,886,400 #
TL(ZZZT 5 : 46,886,400 &
TT) ° ZBRBARRAEE BEHRER
REE -

21 BEABEZIRS

(@) The capital redemption reserve arose from the
redemption of the Bank’s “A” and “B” preference
shares in 1991 and 1992 out of its retained
earnings. The capital redemption reserve is
undistributable under the Hong Kong Companies
Ordinance section 79 C(2) but may be applied by
the Bank in paying up its unissued shares to be
allotted to its members as fully paid bonus shares.

At the balance sheet date the directors proposed an
interim dividend of 4 Hong Kong cents per share
(2002: 4 Hong Kong cents per share) amounting to
HK$46,886,400 (2002: HK$46,886,400). This
dividend has not been recognised as a liability at the
balance sheet date.

Material related parties transactions

AEEZ ARRTEBEBEEPER -
EZREREIRITRZEFR - 28RT
BER RERTRZRINERS
MEAREBRNET B FRTELS
BEREERAAIRS —BE2RE
BB KRR A R & B R H B A R
RINZIAR S - R ER M RER L
BHERHER 2 ABMSEMERE -
MiGR L ZAKBRERTFEE
Fl-EE2RR UERXSHU—KRE
FEGRFETT -

INTERIM REPORT 2003

During the period the Group entered into a number of
transactions with its ultimate holding company and another
major shareholder, China Everbright Limited and its
subsidiaries, in the ordinary course of its banking business
including, inter alia, lending, placement of interbank
deposits, participation in loan syndicates, correspondent
banking transactions and foreign exchange transactions.
The contracts were priced based on relevant market rates
at the time of each transaction, and were under the same
terms as those available to other counterparties and
customers of the Group. In the opinion of the Directors
these transactions were conducted on normal commercial
terms.

INTERNATIONAL BANK OF ASIA LIMITED
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AREGTHMBHREMNE

21 EXBERRXRS &)
Material related parties transactions (continued)
BHFENAES TR SZELE 2WE K Information relating to income and expense from related
REEBHABERBZERET ¢ party transactions during the period and balances
outstanding as at the balance sheet date is set out below:

BZ2 S
—BE=f ZTT-F
AB=tH ~NA=+H
2N A ZAEA
TAER FTET
Six months ended
30 June 2003 30 June 2002
HK$'000 HK$'000
(i WAL (i) Incomefexpenses
FEKA Interest income 1,605 2417
FEZ Interest expense 90 2814
—BE=f ZTT-F
~A=tH +-A=+—H
TER TET
As at As at
30 June 2003 31 December 2002
HK$'000 HK$'000
(i) BE (i) Assets

SRR A Ultimate holding company
HHES Short term funds 233,945 155,975
JEETAI 8 R EAMIRE Accrued interest and other accounts 1,077 1,436
JE M B SRR R A R AR Due from ultimate holding company 235,022 157,411

AMEES S Other related parties

BYRFPZERREK Loans and advances to customers 34,000 25,000
JERTH S R E AR E Accrued interest and other accounts 11 3
EMEMBEES HRE Due from other related parties 34,011 25,003
EYIREARE Total receivables 269,033 182,414

INTERNATIONAL BANK OF ASIA LIMITED
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ARERTFHRHBERSEHE
22 RAT A

Outstanding commitments
(@ MZZZ=FA=1+H xR (@
RICEZ P IS RS NIRE 2

Capital commitments outstanding at 30 June 2003
not provided for in the unaudited interim financial

RABFEREEWT ¢ statements are as follows:
—EE=F —TEF
AB=+H +=HA=+—H
FE T F& T
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
BRI Contracted for 46,931 67,053

(b) AREUEZEREZARARRKEHE (b
SERAEREEMT

The total future minimum lease payments under
non-cancellable operating leases are payable as

follows:
—EE=F —TEF
~NA=+H +=—A=+—8H
FERT TAT
As at As at
30 June 2003 31 December 2002
HK$’000 HK$'000
—F R Within one year 19,654 11,435
—ZERFH Between one and five years 18,131 5,691
37,785 17,126
INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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AREGTHMBHREMNE

23 HERMEXINEE

Off-balance sheet exposures

(a) HAEBERAEE (@) Contingent liabilities and commitments
NTREEEENAEEREE The following is a summary of the contractual and
HRIZEHSBERERNESTE risk-weighted amounts of each significant class of
ZHRE - contingent liabilities and commitments:

SEESERASTAE CETCFTCASTH

As at 30 June 2003 As at 31 December 2002
ERMESE RRNESE

ENEE Risk ANEE Risk
Contractual Weighted Contractual Weighted
amounts amounts amounts amounts

TER TR TR TR
HK$'000 HK$'000 HK$'000 HK$'000

EEEEERER Direct credit substitutes 448,035 448,035 454,437 454,437
BRSEMZAAEE Transaction-related contingencies 10,194 5,097 8912 4,456
HEZEB L ANEER Trade-related contingencies 277,457 21,329 386,342 22,770
RREDZERER Undrawn loan facilities

—RATEBER DR — with an original maturity of

—EAE KA under 1 year or which are
unconditionally cancellable 4,926,719 0 5,492,194 0

HEL — with an original maturity of
—FHME 1 year or over 1,112,095 556,048 656,002 328,002
REBART Forward forward deposits placed 423,429 84,686 153,372 30,674

7,197,929 1,115,195 7,151,259 840,339

INTERNATIONAL BANK OF ASIA LIMITED INTERIM REPORT 2003
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AREGTHM B RS

23 BEERERIER @)

Off-balance sheet exposures (continued)

(b) PTETH (b)  Derivatives
MEIEEE - EMBKEELH = The following is a summary of the contractual and
BERT—E2ZHBBEEELE risk-weighted amounts of each significant type of
H2EE - derivatives:
—EZ=FXA=1+H
As at 30 June 2003
R mESE
EHEHE Risk BEERAX
Contractual Weighted Replacement
amounts amounts costs
FTEART FTAERT TER
HK$’000 HK$'000 HK$'000
[EXRA 4 Exchange rate contracts
—RHEXRAYN — Forward exchange contracts 11,803,712 28,080 16,763
— B A — Options purchased 928,753 109 5,199
— i ER — Options written 935,839 TiE A N/A TEAN/A
REIFEHNE R Forward forward deposits taken 31,619 1 3
MEEL Interest rate contracts
— A EAY — Interest rate swaps 1,844,574 13,301 52,297
15,544,497 41,491 74,262
—EE_F+-A=+—H
As at 31 December 2002
[ B N 2 2R
AHEHE Risk EERAN
Contractual Weighted Replacement
amounts amounts costs
FHT FAT FAT
HK$'000 HK$'000 HK$'000
[EXRA 4 Exchange rate contracts
—EHEXSY — Forward exchange contracts 2,556,340 11,939 26,165
—BAHE — Options purchased 171,652 3 500
— i B — Options written 176,657 i@ A NA 38 A N/A
FEEH Interest rate contracts
—EHMEEH — Interest rate swaps 1,034,648 6,643 28,360
3,939,297 18,585 555,525
INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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AREGTHMBHREMNE

23 EEBEXRNEH @)

Off-balance sheet exposures (continued)

(b) FTEIH@®
RAWZEE@RDODBHEEZEES
BERAIIBE ZEERAREERR
IESETET R EREFEEELH

FE. PMRBINBEEABRNA
INEERZFZENTTE EERAR
FERBINESTE - ZSEEBRE
ERATEERBENEEELRR R
FTHAZESEMEREBESIRRTR
S 2 AR R B BRI IR 2 5 i
1TREME - AR A B E R AFAE 2R R
DIkELL T AB0%ZE100% @ MAREXRK
FZEA 4B B0%ES0% > EEKATY
EEEBEMENTMAGESEEEHEL
BHRA - EERBRINESEIIER
BIRITEIEPIMR=FTzTEZ2 & -
PTETATEAEE R ARITEINE
RFEMIZETERARIEAR 5 MmE
o ZETAZANSERNLGEE
HzARTRSZE @ EXTEREKEAR
2B o

EXSNHRARREEFERLMET
X5 MERGHBUEHERERZT
SRk WHEBERABEEEZ —
BB o AEHE Y EAERFEARBET -

24 LEBREF

Comparative figures
RITHERBEB SRS EH 2 K1
B EBENEIRIASHK] - &
THRERGCEELARE - FHER
RIRARE ) 2 ra e R - W2 - Kt
6Kk M5 L EE -

DHEEMZUERBFOER BT
AERATRDBER A2 HERE
B ZEFEEREREZEZRERE
BBEMAMERE EUARBRERSD
AR KRR

INTERNATIONAL BANK OF ASIA LIMITED
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(b) Derivatives (continued)

The replacement costs and credit-weighted amounts of the
off-balance sheet exposures disclosed in part (a) and (b) of
this note to the financial statements do not take into account
the effects of bilateral netting arrangements. The tables above
state the contractual amounts, replacement cost and credit
risk-weighted amounts of off-balance sheet transactions.
These are assessed in accordance with the HKMA's guidelines
which implement the Basle agreement on capital adequacy
and depend on the status of the counterparty and the maturity
characteristics. The risk weights used range from 0% to 100%
for contingent liabilities and commitments, and from 0% to
50% for exchange rate and interest rate contracts. Replacement
cost represents the cost of replacing all contracts which have
a positive value when marked to market. The credit risk-
weighted amount refers to the amount as computed in
accordance with the Third Schedule to the Hong Kong
Banking Ordinance. Derivatives arise from forward and swap
transactions undertaken by the Group in the foreign exchange
and interest rate markets. The contractual amounts of these
instruments indicate the volume of transactions outstanding at
the balance sheet date; they do not represent amounts at risk.

The exchange rate contracts are initiated in response to
customer demands. The interest rate contracts are used to
hedge the Group’s own exposures to market risks as part of
its asset and liability management. No significant proprietary
positions are maintained by the Group.

Certain comparative figures have been adjusted as a result
of the adoption of the revised SSAP 12 “/Income Taxes”
issued by the HKSA, details of which are set out in the
statement of changes in equity, note 2, note 6 and note 15.

The comparative figures of segment reporting (note 8) have
been restated to include the gains less losses on disposal
and redemption of non-trading securities, which was
included in “unallocated” previously, in the Treasury
segment to better reflect the business segment results.

INTERIM REPORT 2003
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ARERRAMEESR

(a) BEXZERRBESLEE
Capital adequacy and liquidity ratios
5 —TE_F
2003 2002
Bl Bkt
% %
RER, FRERE Unadjusted capital adequacy
FABREARFT R E ratio at period/year end 19.95 20.84
KRABEARATEEE Adjusted capital adequacy ratio
(BiETHERE) incorporating market risk 19.91 21.03
NAGOFEARS Average liquidity ratio for June
=R 61.78 53.98
BE~NA=Z+HIE Average liquidity ratio for the
NERAFEHRE six months ended 30 June
=il S 57.97 45,95
RECHBRERFT R EMNETE - 21 The unadjusted capital adequacy ratio is computed on a
BEEEeMEERIEZHLEAEEXL  consolidated basis as required by the HKMA for its

(BEBITEGODHR= - KRITT
BREEESHERREL AT SERE
HfEFTEAARIES] - NRKERS &R
AHERABRERTRLLE -

HATHRDHESLLEEFEERT
B ERNEEFHH - BEEATH
Le R TR B CE B RITEIRPD MR T
WREFTEW B[ B EERHE DN
] (MABS)1E) S 1(2) 58 B R Y
BFHER -

regulatory purposes, and is in accordance with the Third
Schedule of 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 Guideline “Maintenance of Adequate
Capital Against Market Risks” issued by the HKMA.

The average liquidity ratio for the year is computed as the
simple average of each calendar month’s average ratio, as
reported in Part | (2) of the “Return of Liquidity Position of
an Authorised Institution” (MA(BS)1E) calculated in
accordance with the Fourth Schedule of the Hong Kong
Banking Ordinance.

INTERNATIONAL BANK OF ASIA LIMITED
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ARERHRABBESR

(b) ETEAXAFEH EXHIHZX| The components of the total capital base after deductions
(MA(BS)3)E |13 R BB 3R 9 & A& as reported under Part | of the banking return “Capital
MEBENRE ARSI, - &  Adequacy Return” (MA(BS)3) calculated in accordance
RIB(EBIRITEEPDHER=H  with the Third Schedule of the Hong Kong Banking

HERE - Ordinance.
—EE=F —ZET=F
ANA=+H +=ZA=+—H
As at As at
30 June 31 December
2003 2002
FERT FET
HK$'000 HK$'000
NS TN Core capital
HRMRAE@ALAL A Paid up ordinary share capital 1,172,160 1,172,160
& Reserves 1,661,576 1,495,403
f% 17 ) B Share premium 749,778 749,778
HAih Others 341 168,591
AIEFE M hnE AR Eligible supplementary capital
TH R TR Reserves on revaluation of land
BEEGHNEE and interests in land 36,868 36,368
IFEEERSH Reserves on revaluation of
BEEGHMER holdings of securities not held
for trading purposes (25,023) (20,522)
— MR RIREH General reserves for
doubtful debts 124,708 129,545
FURAIHE A EME 4% Total capital base before deductions 3,720,408 3,731,823
BAREMBAERMIMIE R Deductions from total capital base (72,799) (73,463)
HREHEAREMAEE  Total capital base after deductions 3,647,609 3,658,360
50 |NTERNAT|OI\;§ALEBNEﬁOﬂEA/_S\%LBlEM\TE_JD |NTTE£|M¢R§:Z§R&T 2003
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AREGHAMBER

() BEFEXR-BITXSE

Advances to Customers — by industry sectors

BRBRTENBEREFERZERTIIK
BEXELLCREERNIEHN B
Je S DMK (MABS)2A) M [ 37
A EEEBEX|(MABS) &M E
FEPIRIABITEER -

The information concerning advances to customers by
industry sectors has been classified in accordance with the
industry categories contained in the banking returns on
“Quarterly Analysis of Loans and Advances and Provisions
(MA(BS)2A)" and “Assets and Liabilities of an Authorised
Institution (MA(BS)1)” submitted to the HKMA.

—BERZ=F —ETE_F
ANA=+H +=ZA=+—H
As at As at
30 June 31 December
2003 2002
FER FAET
HK$'000 HK$'000
EEBEAMET  Loans for use in Hong Kong
ITEem Industrial, commercial and financial
—MEERE — Property development 249,975 237,151
—MEKRE — Property investment 2,813,519 2,836,200
— R - Financial concerns 285,178 234,694
—RELLRE — Stockbrokers 12,769 28,983
—ERTEZE — Wholesale and retail trade 182,725 183,904
—BEE — Manufacturing 1,377,701 1,340,140
— B KB — Transport and transport equipment 498,674 516,784
—HAfb — Others 2,267,236 2,231,622
& A Individuals
—BE[E&BE - Loans for the purchase of flats
E&t & R [F in the Home Ownership
ABREEES Scheme and Private
EEFHNER Sector Participation Scheme 22,277 24,056
—-BEHEHMEE — Loans for the purchase of other
WENE R residential properties 6,580,923 6,134,708
—EHAFREXR — Credit card advances 473,213 541,078
—HEA — Others 566,865 640,401
15,331,055 14,949,721
BEFmAE Trade finance 165,879 166,957
EE B AN Loans for use
FEANER outside Hong Kong 81,834 44,905
15,578,768 15,161,583
INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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ARERHAMBER

(d BAHMEFEX

Overdue advances to customers

—EEZF —ET-F
AA=tH +-A=+—-8
As at As at
30 June 2003 31 December 2002
HER EER
ot cpd By
Batk BAL
% of % of
FTiEx gross TET gross
HK$'000 advances HK$'000 advances
AREFER Overdue advances to customers!
ANEAHT 6 months or less but
E=EANE over 3 months 139,714 0.90 73,838 0.49
—FHPATENBEA L 1yearorless but over 6 months 28,702 0.18 28,170 0.19
BiE—F Over 1 year 143,366 0.92 139,455 0.92
e 159
REBHETEEL Amount of collateral held in
KEREE? respect of overdue advances? 249,356 161,595
ERHBRER Secured overdue advances 238,057 152,132
SIEAERRER Unsecured overdue advances 73,725 89,331
| Ll —ld63
REBMERBLZ Amount of specific reserves made
BRIEESE against overdue advances 61,614 53,288

! FRBIRFE - ! Net of suspended interest.

2 BEEHALEEF AT KE 2 2 Including expected recoveries of HK$10.42 million (2002:
10,420,000 Tt (Z T T — 4F HK$11.73 million) from companies in liquidation.
11,730,000/ JT)
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&

ERRAMBER

d BHREFEXR @
Overdue advances to customers (continued)
—EE=F —ZT-F
AA=+A +-A=+-H
As at As at
30 June 2003 31 December 2002
TER FET
HK$'000 HK$'000
=B EBRAE  Advances overdue for more than 3 months
MARF 28 and on which interest is
BR ([ 225 still being accrued
ZEBER]) (“Interest accrual overdue advances”) 3,004 6,399
“AANUTER Advances overdue for 3 months or less
FEDHBRS and on which interest is being placed
EIERFt 2B in suspense or on which interest accrual
EF(TFEEFE5 has ceased (“Interest non-accrual but
1E| 3%%2% ) not overdue advances”) 98,552 27,328
() BHEREFRBITEAYNERBEZHIR
Reconciliation between overdue gross advances and advances to customers on
which interest is placed in suspense
ZEEZF —ETC $
ANRA=+H FtZA=+-
As at As at
30 June 2003 31 December 2002
FTAEART FET
HK$'000 HK$'000
AR FER Overdue advances to customers 311,782 241,463
o FIBEE Less : Interest accrual
ZEHER overdue advances (3,004) (6,399)
e FEEIEE5  Add: Interest non-accrual but not
BEmBzER overdue advances 98,552 27,328
TEAEHNER Non-performing advances 407,330 262,392
INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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Hh ETERMZEFERX

Rescheduled advances to customers

“EEZF —2T-F
AAZtH +=-A=+-H
As at As at
30 June 2003 31 December 2002
HER EER
ot cpd By
THERT Ebil TAEL BAL
% of % of
gross gross
HK$'000 advances HK$'000 advances
BEEBHRYZEFER Rescheduled advances to customers!
FIBRFZERE Interest accrual
ERHER rescheduled advances 85,419 0.55 191,428 1.26
FIEEILREHZ Interest non-accrual
ETERPER rescheduled advances 77,332 0.50 8,694 0.06
02 1R

FETERHER
AAEZERRER

FERBEERHER

BEASTEREEN

HREEEFHER
B2 BRI EE

Amount of collateral held
in respect of
rescheduled advances

Secured rescheduled
advances

Unsecured rescheduled
advances

Amount of specific reserves
made against rescheduled
advances

! EHRES=@EA N EREEMTE () !
BREFPERTERCETERYE

e
A
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54 BEDBRFAERA D

127,300

123,121
39,630

162,751

13,665

176,247

169,260

30,862

200,122

14,535

Net of rescheduled advances which have been overdue for
over three months and were reported in note (e) Overdue

advances to customers.

INTERIM REPORT 2003
SER=FRES



Unaudited Supplementary Financial Information
ABERHARBGER

(& BHMEEZIM

Analysis of overdue assets

AHEE

ok

st FE Total

X Accrued overdue

Loans interest assets

TET THER THERT

R-ZBEE=FxA=1+H As at 30 June 2003 HK$'000 HK$'000 HK$'000
g Overdue for

AEAIUT 6 months or less

H=EAMNL but over 3 months 139,714 0 139,714

—EFUTHEREARL 1 year or less but over 6 months 28,702 0 28,702

BB-F Over 1 year 143,366 0 143,366

311,782 0 311,782

ok

IS Total

BN Accrued overdue

Loans interest assets

TAERL TEL FET

RZZZE-F+-A=+—H Asat31 December 2002 HK$'000 HK$'000 HK$'000
peg Overdue for

NEAFATHE=MEAUNLE 6 months or less but over 3 months 73,838 9% 73,934

—F U THEAEANE 1 year or less but over 6 months 28,170 0 28,170

HiB—F Over 1 year 139,455 0 139,455

241,463 9% 241,559

(hy KEEERRBERBEMUBZEE

Repossessed assets and assets acquired under lending agreements

RZZEZ=FXA=ZFTHAEAEBEZIW The total repossessed assets and assets acquired under
EEERBEERBZEMUEZEE  lending agreements of the Group as at 30 June 2003
4858 /659,324,000 T (ZEZ —F - amounted to HK$659,324,000 (2002: HK$722,459,000).
722,459,000 7T) °
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ARERHAMBER

(i) BEEE
Cross-border claims

SNESREEZESERENARE
AT RAE AR R BB 1R s R P
P ER R E A 2 SRS R E I ER -
—RME W EEERZBENE
BIR AN 2 A B R Z A T
BERIMZEBEETIH - KERER
NRA—BERZEIDTHE - BIA
ETRBEL  ERZMBRMAKEZ
BEREBREREFEI0%IIA L EAE

The information of cross-border claims discloses exposures
to foreign counterparties on which the ultimate risk lies,
and is derived according to the location of the counterparties
after taking into account any transfer of risk. 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. Only regions constituting 10% or more of the

MR - aggregate cross-border claims are disclosed.
& The Group
BOREM
SRKE NERRE
Banks and Public

R-EE=£xA=1H As at 30 June 2003 other financial sector Ht ELE
BEET Figures in HK$Million institutions entities Others Total
THATEHE (FBEER) Asia Pacific excluding Hong Kong

.Y - Australia 282 0 153 435

-3 - Singapore 1,354 0 45 1,399

-& - China 0 2 0 2

-1 - Others 21 0 43 64
EEM North America

-m&x - Canada 107 0 0 107

-% - United States 35 1 1,307 1,343
mEL Caribbean

-HEHE - Cayman Islands 0 0 67 67

-Htr - Others 0 0 282 282
RR-EH Middle East - Bahrain 235 0 0 235
AR Western Europe

il - Belgium 7 0 0 7

- - Germany 27 0 0 27

- - France 4 0 0 4

-ERE - Luxembourg 28 0 26 54

-RE - United Kingdom 116 0 4 120

-Ht - Others 11 0 0 11

2,227 3 1,927 4,157

INTERNATIONAL BANK OF ASIA LIMITED
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AREGHAMBER

(i) BEE#E @

Cross-border claims (continued)

£ The Group
RITREM
SRKE NEHE
Banks and Public

RZTE-F+-A=1—H As at 31 December 2002 other financial sector it B3
BEAT Figures in HK$Million institutions entities Others Total
THAF G (TRERE)  Asia Pacific excluding Hong Kong

-2 - Australia 356 0 0 356

3 - Singapore 1,989 0 0 1,989

— - China 0 5 0 5

-Eft - Others 15 0 40 55
EEN North America

-Mm&x - Canada 102 0 1 103

-% - United States 13 1 127 141
mnétt Caribbean

-HEHE ~ Cayman Islands 0 0 79 79

—Hf - Others 0 0 197 197
RR-BH# Middle East - Bahrain 157 0 0 157
[ Western Europe

il - Belgium 3 0 0 3

- - Germany 164 0 0 164

- %8 - France 4 0 2 6

=l ~ Netherlands 275 0 0 275

—5E - United Kingdom 689 0 4 693

-Ef - Others 14 0 39 53

3,781 6 489 4276
INTERIM REPORT 2003 INTERNATIONAL BANK OF ASIA LIMITED
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ARERHAMBER

() EWER

Currency risk

16 P45 B Z AR R IME 2 BlME PR B SN
ARFFAEREBLERARIFFAE
10%3RA £ - AIZARERRBEINE 2 B8
FEAEBIERRERE -

The net positions or net structural positions in foreign
currencies are disclosed when each currency constitutes
10% or more of the respective total net position or total net
structural position in all foreign currencies.

&
The Group
R-BZ=FXA=+H
As at 30 June 2003
FEER
EY =} New B
us Bt Japanese Zealand Australian e
BEETEHE Equivalent in HK$'Million ~ Dollars Euro Yen  Dollars  Dollars Total
REEE Spot assets 4,021 346 245 189 710 5,511
REAE Spot liabilities (5,068) (213) (8) (421) (1,011) (6,721)
BHEA Forward purchases 6,446 959 583 334 848 9,170
BRHEH Forward sales (5,460)  (1,092) (821) (98) (532) (8,003)
HERTE Net option position 0 0 0 0 0 0
R/ (B BFE Net long/(short) position (61) 0 (1) 4 15 43)
HEWMT
E H New A
us Bt Japanese Zealand Australian aH
Dollars Euro Yen Dollars Dollars Total
ERMERRTE Net structural position 0 0 0 0 0 0

58
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AREGHAMBER

() E¥ERER@®

Currency risk (continued)

x&
The Group
RZZE-_F+-A=1—H
As at 31 December 2002

e HE HE RT
usS BL  Japanese Pound  Australian &
HEBTEM Equivalent in HK$'Million  Dollars Euro Yen  Stering  Dollars Total
REBE Spot assets 4,204 287 32 450 920 5,893
REEE Spot liabilities (4,945) (195) (115) (379) (865) (6,499)
BEHEA Forward purchases 1,547 185 406 4 165 2,307
BROEM Forward sales (803) (279) (327) (75) (214)  (1,698)
HELTE Net option position 0 0 0 0 0 0
/(8 BEE Net long/(short) position 3 2) (4) 0 6 3
e HE HE RT
usS BL  Japanese Pound  Australian &
Dollars Euro Yen  Sterling Dollars Total
EEEAREFE Net structural position 0 0 0 0 0 0

k) 2ARER
Corporate governance

AEEBNETRKFRARER X
RHAETEESREERBMME
ERRF MR B[ A4 8 AT
BENEEER] -

ny EEZsg

Board committees

E=ZEORIYETERRES 81
WiTRRg  FEZEg -4AENRE
BEE® BRZEQGURFHEZE

=)
& o

The Group is committed to high standards of corporate
governance, and has complied throughout the period with
the module on “Corporate governance of locally incorporated
authorised institutions” under the Supervisory Policy Manual
issued by the HKMA.

The Board of Directors has established a number of
governing committees including the Executive Committee,
Credit Committee, Asset and Liability Committee, Audit
Committee, and Remuneration Committee.
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(i)

(ii)

60

ARERHAMBER

BEEZEE (®)

Board committees (continued)
HITZEY

HITEZEEMBY - BITRIER
TTESRMAK  BERERRESS
1% - ZRERRAEEHRIE
SRITAOERE TR SRS B B IR
BREEBTRNMEEREERE
AERBREBRREMBSE—RE
BEE - -ZEENAEERENE
EZ8e AaRFMARMEE=R
EEERBUAAMNEERE -

EREA®

FEREEHTIEREETE
BEHSRTMASH  HiEER
NBRRATEEGEERR
N e EEZEETRARITEM
WITES  STRIGE  TER
TERTHNEEETE  AE
RARTERZEBMAEEEK
ZESHEARBEEREREM
EERRMZEERE  XWT
BAEHRHEEARES - FEX
EehEEERRERREZEHE
ETERRRNTER  LEEER
ERTHRARES - ZREEX
ERETEMEZNENR  AR%
BERTIRMES  BYHER
EXMEANEERR

INTERNATIONAL BANK OF ASIA LIMITED
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(@

(ii)

Executive Committee

The Executive Committee comprises independent,
executive and non-executive directors and is
delegated the authority to act on behalf of the Board
of Directors. The Committee meets as required to
review and approve the bank’s risk management
strategy and various policies which include, but are
not limited to credit and lending policies, capital
investment policy and other ad hoc general
management issues. It also serves as the credit
committee of the Board to review and approve credit
applications within limits assigned by the Board.

Credit Committee

The Credit Committee, meeting twice a week, is
chaired by the Chief Executive who is delegated the
authority of credit approval with a limit lower than
the Executive Committee. The Credit Committee also
comprises the Bank’s other executive director,
executive vice presidents, chief credit officers for
retail and corporate banking, the Treasurer and the
heads of the Bank’s major business units. It is
responsible for approving, advising and
recommending to the Chief Executive the approval
of credit exposures in accordance with the credit
authority limits. The Credit Committee reviews and
implements measures on credit risk management
and controls and plays a key role in credit monitoring.
It reviews loans extended by lending officers and
provides guidelines to all lending officers to assist
them in monitoring the credit risk of the loan
portfolio.
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Asset and Liability Committee

The Asset and Liability Committee is comprised of
the Bank’s Chief Executive, executive director, chief
financial officer, treasurer, chief credit officers for
retail and corporate banking and for consumer
finance, and senior managers as appointed by the
Chief Executive. The Committee meets on a weekly
basis with the internal auditor and chief compliance
officer attending the meeting as observers to ensure
overall compliance with the governing policies. The
Committee’s main responsibilities include regular
review of the Bank’s operations relating to interest
rate risk and liquidity risk and in particular the
Bank’s ability to meet its funding obligations, and its
compliance with statutory liquidity and capital
adequacy requirements. The Committee regularly
reviews and endorses, for Board approval, the
Bank’s policies governing asset and liability
management, investment, and other risk management
issues. It also formulates both long term strategy for
the sources and uses of funds and short term
directives to address prevailing conditions and
monitors the implementation of these strategies and
directives. In addition, the Asset and Liability
Committee assesses the risk and profitability of a
new product proposed by respective business units
and approves new products.
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(iv)  Audit Committee

The Audit Committee is comprised solely of non-
executive directors, including all of the Bank’s
independent directors. It meets at least four times a
year or when deemed necessary. The Audit
Committee ensures adequate supervision of the
Bank’s financial reporting processes. The Committee
also reviews the internal audit programme and
reports, ensures co-ordination between the internal
and external auditors, and monitors compliance with
internal policies, statutory regulations and
recommendations made by the external auditors.

(v) Remuneration Committee

The Remuneration Committee is comprised of the
Board’s Chairman and two independent non-executive
directors. The Committee meets as required to
review and approve the remuneration packages for
senior executives which include the Chief Executive,
Executive Directors, and Executive Vice Presidents.
Executive directors do not play a part in decisions on
their own remuneration. The Committee also reviews
and approves the remuneration policy framework of
the Bank.

The Group has established policies and procedures for the
control and monitoring of credit risk, liquidity, capital and
market risk. The risk management policy is formulated by
the Executive Committee, which also monitors risk and
regularly reviews the effectiveness of the Group’s risk
management policies. The internal auditors also perform
regular audits to ensure compliance with the policies and
procedures.
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Credit risk management

Credit risk arises from the potential that a borrower
or counterparty will fail to perform under an obligation.
It arises from the lending, trading, treasury, derivatives
and other activities.

The Group’s credit policy incorporates prudent
underwriting standards. The policy defines the credit
extension criteria, the credit approval authorities
delegated from the Board, the credit monitoring
processes, the loan grading system and provisioning
policy. It also takes into account the requirements in
the Hong Kong Banking Ordinance and the guidelines
issued by the HKMA with respect to large exposures
and provisioning requirements.

The Executive Committee of the Board has been
delegated the power to approve credits on behalf of
the Board. The Chief Executive Officer, who has
been delegated by the Board a lower credit approval
authority than the Executive Committee, has in turn
delegated lower authorities to the Credit Committee
as approved by the Board of Directors. Approval
takes into account facility structure, tenor, the
repayment ability of the prospective borrower and
available security.
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Credit risk management (continued)

The credit departments, Retail and Corporate Risk
Management Unit and Consumer Finance Risk
Management Unit, receive their authority and
delegated responsibilities from the Credit Committee
to provide centralised management of credit risk.
They are responsible for:

- independent evaluation of credit applications,
which covers facility details, credit grade
determination, risk review and analysis and
financial spreads;

- control of cross-border exposures, as well as
those to banks and financial institutions;

- portfolio management of risk concentrations;
- maintenance of the loan grading system; and

- reporting to the Risk Management Committee
regularly on aspects of the loan portfolio. This
includes information on large credit exposures,
industry exposures, country exposures and
levels of bad debt provisioning.

The Group has established guidelines to ensure that
each new product is designed and reviewed by a
product committee. All relevant internal departments
are required that they have put in place the
appropriate processes, systems and controls before
the product is approved by the Asset and Liability
Committee.
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Credit risk management (continued)

Performance of loans is monitored through regular
reviews and management reports submitted to the
Chief Executive Officer as well as the Internal Control
Department. To avoid concentration of risk, credit
exposures to individual customer groups and
advances to industry sectors are carefully managed
to achieve a balanced loan portfolio. Analysis of
advances to customers by industry sector is disclosed
in note (c) above.

Unlike on-balance sheet instruments, where the
credit risk is generally represented by the principal
value, the credit risk for derivatives is the positive
replacement cost together with an estimate for the
potential future change in its market value. The
credit risk exposure on derivatives is disclosed in
note 23 (b) of the unaudited financial reports.

Liquidity management

Liquidity risk is the risk that not enough cash will be
generated from either assets or liabilities to meet
deposit withdrawals or contractual loan funding. 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, both the Group’s
consolidated liquidity ratio of 61.78% for June 2003
and the average liquidity ratio of 57.97% for the six
months period ended June 2003 were well above
the statutory minimum ratio of 25%.
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Liquidity management (continued)

The Asset and Liability Committee reviews the
current and prospective funding requirements for all
operations through daily monitoring 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.

Current, fixed, and other deposits of customers form
a significant part of the Group’s overall funding. Its
composition has remained relatively diversified and
stable. In order to lengthen the duration of the
funding, the Bank periodically issues certificates of
deposits with maturities of not more than 5 years.

Liquidity ratio is disclosed in note (a).
Capital management

The Group’s policy is to maintain a strong capital
base to support the development of the Group’s
operations prudently, with the aim of diversifying its
business activities, including the future expansion of
the branch network, increasing the customer base,
introducing new financial products and meeting the
statutory capital adequacy ratio. As disclosed in note
(b) above, both the Group’s adjusted capital adequacy
ratio incorporating market risk of 19.91% and the
unadjusted ratio of 19.95% as at 30 June 2003 was
well above the statutory minimum ratio.

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

Capital adequacy ratios and components of capital
base are disclosed in note (a).
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Market risk management
Market risk

Market risk is the risk that movements in market
rates and prices, such as interest rates and foreign
exchange rates on the Bank’s assets, liabilities and
commitments will result in profits or losses to the
Group. Market risk arises on financial instruments
which are valued at current market prices (“marked
to market”) and those valued at cost plus any
accrued interest (“accruals basis”).

The Bank transacts in the money market, foreign
exchange market and capital market giving rise to
market risk exposures. Positions are taken as a
result of the execution of customers’ orders, market
making activities, and positions taken in order to
hedge the Bank’s open position. The Bank does not
engage in proprietary trading of foreign exchange,
but merely executes customer orders.

Financial instruments traded include debt, equity and
other securities and certain derivatives. Derivatives are
contracts whose value is derived from one or more
underlying financial instruments or indices defined in
the contract. They include swaps, forward rate
agreements, futures, options and combinations of
these instruments. The use of derivatives are used to
manage the Bank’s own exposures to market risk as
part of its asset and liability management process. The
principal derivatives instruments used by the Bank are
interest and foreign exchange rate related contracts,
which are primarily over-the-counter derivatives. Most
of the Bank’s derivative positions have been entered
into to meet customer demand and to hedge these and
other trading positions.
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Market risk management (continued)
Risk management

The Group has established clear market risk policies,
including limits, reporting lines and control
procedures, which are reviewed regularly and
approved by the Directors. Market risk is managed
within various limits approved by the Executive
Committee. These limits are determined for each
financial instrument and include limits on product
volume, gross and net positions, position
concentrations, mark to market limits, stop loss
limits and risk position limits.

The Group uses a value-at-risk (“VaR”) measure as
a mean of controlling the Bank’s market risk. The
VaR is an estimate, with a defined confidence level,
of the potential loss which might arise due to
changes in the value of investment portfolios, if
positions were held unchanged for one business
day. The calculation uses the variance-covariance
model as the means to estimate the statistical
confidence level. The Bank estimates the VaR of its
investment portfolios with a confidence level of 95%
and 99%. In addition, stress testing is performed on
the portfolios and on a consolidated basis to assess
the potential income statement impact as a result of
extreme movements in market prices.
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Market risk management (continued)
Market risk exposure

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.
Market risk ensures once the Group takes positions
in markets such as foreign exchange, interest rates,
securities and equities. Such positions are driven by
execution of customer orders, proprietary trading
and hedging.

The Group’s maximum market risk exposures are set
by the Asset and Liability Committee. Exposures are
monitored and reported to the management regularly.
The average daily revenue generated from the
treasury’s trading activities for the period was
HK$103,918 and the standard deviation was
HK$82,616. An analysis of the Group's trading
revenue is shown below:
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TERBER (&) (iv)  Market risk management (continued)
G B A () Market risk exposure (continued)

Daily Distribution of Trading Revenue for the First Half Year 2003 (Jan - Jun)
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HEAD OFFICE

IBA Bqumg, 38 Des Voeux Road Central, Hong Kong
Tel : (852) 2842 6222

Fax : (852) 2810 1483

E-mail : corpcomm@iba.com.hk

Website : www.iba.com.hk

BRANCHES

Hong Kong Island

Central Main Branch

Causeway Bay
Chaiwan

Happy Valley
Kennedy Town
North Point
Queen’s Road East
Taikoo Shing
Wanchai

Kowloon

Kowloon Main Branch (Mongkok)*

Cheung Sha Wan
Hunghom
Jordan Road

Mei Foo
Mongkok

Ngau Tau kok
Richard Gardens
Sham Shui Po
Tsimshatsui

New Territories
Shatin Center
Tai Po

Tai Wai

Tsuen Wan
Tuen Mun

*
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will open in September

INTERNATIONAL BANK OF ASIA LIMITED
BEABRBTERLDA

71



IBA Network

BERTHER

BEIEEIEMPO
R

AR

B

EA

it A

W

TLBA

BEMBIAERF O
G

@

5

2

]
=

FEMB AT
EEBRGBEER AR
BERREERERAA
Mars (Nominees) Limited

IBA Bank Limited (Vanuatu)
EEBERESFBER AR

INTERNATIONAL BANK OF ASIA LIMITED
72 BEDBRFAERA D

IBA WEALTH MANAGEMENT CENTERS
Causeway Bay

Hunghom

Kwun Tong

Mei Foo

Mongkok

North Point

Shatin

Tsuen Wan

Yuen Long

IBA CREDIT CONSUMER FINANCE CENTERS
Central

Causeway Bay

Mongkok

Shatin

Tsuen Wan

PRINCIPAL SUBSIDIARIES
IBA Credit Limited

IBA Fund Management Limited
Mars (Nominees) Limited

IBA Bank Limited (Vanuatu)

IBA Securities Limited
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