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SEEMEIFE I Group Results in Brief

BE_TT=§F HE-_TT-F BE_TE=H
AB=+HLE ~NA=ZtTHIE #n,/ ANB=+HLE
~NEAR 7~ ME A CR) ~NEAR
Six months ended Six months ended Increase/ Six months ended
30th June, 2003 30th June, 2002 (Decrease) 30th June, 2003
HK$m HK$m % US$m
RFRER 25 Profit Attributable to
Shareholders 370 *370 (0.2) 47.4
@S, Dividend 109 109 - 14.0
HK$ HK$ % us$
FREF Earnings per Share 1.26 *1.26 (0.2) 0.16
RS Dividend per Share 0.37 037 - 0.05
% %
B 7R BRI B 2R Cost to Income Ratio 32.0 32.4
FHEEREX Return on Average Assets 1.27 *1.34
THRFEE2M Return on Average
Hx Shareholders' Funds 11.8 *123
#m,/
—EE=F —EE-F CR) —EE=F
~NA=1+H +=-A=+—H Increase/ ~NA=1+H
30th June, 2003  31st December, 2002 (Decrease) 30th June, 2003
HK$m HK$m % US$m
BRRE® Shareholders' Funds 6,317 * 6,338 (0.3) 810.0
BaEN Total Deposits 52,644 50,102 5.1 6,750.7
BP R Advance to Customers 34,142 34417 (0.8) 4,378.1
WEE Total Assets 60,434 *57,120 5.8 7,749.6
HK$ HK$ % us$
BREEFE Net Asset Value per share 21.52 *21.60 (0.4) 2.76

m = million (B &)
US$1.00 = HK$7.7983

*  Restated B
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The Hong Kong economy showed strong growth and momentum at
the beginning of the year but the situation deteriorated rapidly with
the outbreak of SARS in March. This resulted in drastic reductions in
revenues from inbound tourism and consumer spending. For the first
quarter of the year, Hong Kong's GDP recorded 4.5 percent growth in
real terms, mainly as a result of strong export growth.

The SARS outbreak exacerbated Hong Kong's unemployment situation,
which climbed to a record high of 8.6 percent according to the
Government's latest figures. This was especially felt in the construction,
tourism and restaurant sectors. In light of the high unemployment
and deteriorating business conditions, the deflationary spiral deepened
and the property market continued to worsen.

Against this background, the banking industry continued to suffer
from weak loan demand and excess liquidity. In this increasingly
difficult market, expanding the fee income base and exploring new
opportunities in the Mainland remained the ongoing key initiatives
for Wing Hang.

Increasing competition in the banking sector has also accelerated
the pace of consolidation. Fulfilling our stated desire to capitalize on
suitable opportunities, the Bank has reached an agreement with
Mizuho Corporate Bank earlier this month for the acquisition of the
entire issued share capital of Chekiang First Bank (CFB) for a total
consideration of HK$4.80 billion, representing 1.22 times the audited
book value of CFB as at 31st December, 2002.

The acquisition, which is subject to regulatory and shareholders'
approval, is a significant strategic step forward for Wing Hang and
demonstrates our commitment and confidence in Hong Kong's
financial services sector. With combined assets of HK$85 billion, the
acquisition will make Wing Hang the fourth largest local bank listed
in Hong Kong and we will be able to serve a more diverse customer
base with a much larger operating platform.

For the first six months of 2003, profits attributable to shareholders
amounted to HK$369.3 million almost unchanged when compared
with the same period last year but an increase of 23.3% over the
second half of last year. Earnings per share remained unchanged at
HK$1.26. The Board has recommended an interim dividend of HK$0.37
per share, the same level as last year.
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The Group's total operating income increased by 2.1 percent to
HK$933.0 million. Net interest income also increased 1.2 percent to
HK$740.6 million due to an increase in treasury interest income. Net
interest margins fell from 2.66 percent to 2.54 percent as a result of
continuous pricing pressure on mortgages. This was partly
compensated by increased contribution from treasury activities.

Non-interest income rose 6.1% to HK$192.3 million due to increases
in foreign exchange income, insurance, share brokerage and debt
securities trading income. Partially offsetting this increase was a
decline in bills and loans commissions as well as credit card income.

The Group continued with its cost-containment programme during
the period and was therefore able to maintain operating expenses at
the same level as last year. The Group's cost to income ratio remained
constant at 32.0 percent.

Total loans outstanding decreased by 0.8 percent to HK$34.14 billion
due to decreases in credit card receivables, domestic loans to
individuals and other corporates. This was compensated by a marked
increase in loans for use in China as well as in the Bank's Macau
operations.

In consumer lending, Wing Hang Credit continued to offer innovative
programmes to attract customers, including a "Half Interest Rate"
refinancing scheme in which customers who transfer their personal
loan and credit card outstanding from their existing lenders to Wing
Hang will only be required to pay 50 percent of their prevailing
interest rates. The company also offered special initiatives to assist
SARS affected businesses as well as individuals who have contributed
to the fight against the disease. The Bank has slowed down the
growth of its credit card business for the past 18 months and the
credit card receivable for the first half year of 2003 declined by
17.0% to HK$258 million. The charge-off for credit cards for the first
half year of 2003 stood at 9.8% compared with 14.2% of the same
period last year.

To broaden our income base, the Bank continued to stress diversified
wealth management products. The total amount of investment
instruments sold through the Bank during the period, including bonds,
mutual funds and callable CDs, exceeded HK$1 billion.

Total deposits and customer deposits both registered 5% increases to
HK$52.64 billion and HK$47.55 billion respectively. During the period
under review, the Bank launched retail-structured Certificates of
Deposits totaling HK$640 million, which were well received by the
market.
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In Macau, Banco Weng Hang continued to out-perform the local
banking sector. Profits increased by 3.7 percent to 64.6 million Macau
patacas, with steady growth in loans and deposits. Net interest income
increased slightly by 2.3 percent while fee income increased by 1.5
percent.

The Group's capital adequacy ratio and average liquidity ratio stood
at 17.0 percent and 49.2 percent respectively. Qur loan to deposit
ratio dropped slightly to 64.9 percent from weak loan demand and
deflation in Hong Kong.

For the period under review, the level of non-performing loans
increased to HK$1.14 billion, or 3.35 percent of total loans due to a
weak economy and a sluggish property market. This made it difficult
for the Bank to liquidate its property collateral. Charge for bad and
doubtful loans decreased 3.6 percent to HK$212.0 million due to
improvements in consumer lending.

Looking ahead, the overall economy is expected to remain challenging
in the second half of the year and the economic recovery is dependent
upon both the external and domestic fronts.

The economy will continue to be export driven and subject to global
uncertainties that will influence demand in major markets.

Domestically, the SARS outbreak has had a severe short-term negative
impact on certain sectors, particularly construction, tourism and retail,
but these pressures have begun to ease. However, deflation is likely
to persist, consumer demand will remain sluggish, the rate of
unemployment will continue to be high and property prices weak.

The pace of growth for the economy in 2003 depends to a great
extent on how rapidly visitors come back and on whether growth in
the merchandise trade and offshore trade sectors can be sustained.

Against the woes of a weak economy, the signing of the Closer
Economic Partnership Agreement (CEPA) in June was a shot in the
arm for Hong Kong's economic development. More recently, the
Mainland Government has considered allowing Hong Kong banks to
offer personal Renminbi services to Hong Kong residents.

CEPA and the extension of Renminbi services to local banks will be
encouraging developments for Hong Kong's banking industry and
the economy as a whole but their impact would take some time to
filter through.
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To capitalize on the CEPA development and Hong Kong's closer
integration with China, we will gear ourselves towards a greater level
of involvement in the China, in particular, the Pearl Delta Region and
expand our commercial lending business to Hong Kong's investors. In
this regard, we plan to upgrade our Shanghai representative office
to a branch in 2004 to complement our branch in Shenzhen and
representative office in Guangzhou.

In Hong Kong, we will continue to broaden our fee income businesses
and expand our consumer lending activities as we are now in a
better position to evaluate the credit standing of individual borrowers
through the central credit bureau.

With a larger operating platform and customer base that will result
from the acquisition of CFB, our competitive position will be greatly
enhanced. We believe that significant value will be created from
synergies achieved through integrating the two businesses and
capitalizing on CFB's liquid balance sheet for increased revenue
opportunities.

With a recovering economy in Hong Kong and greater opportunities

available in the Mainland, we are cautiously optimistic about the
performance of the Bank in the second half of the year.

Patrick Y B Fung
Chairman and Chief Executive

Hong Kong, 14th August, 2003




REBEBEZEESEAHE R Unaudited Consolidated Profit and Loss Account

HE-—ZTZ=FNA=-+HILEA For the six months ended 30th June, 2003

BE_ZE=F HE-_ZTT-F
~AB=+HIL NA=1HIE

~ER 7~ E A

Bf3¥  Six months ended Six months ended

(LB F T3 ) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2003 30th June, 2002
(E#H])
(restated)
LS A Interest income 1,086,759 1,122,272
FEX Interest expense (346,132) (390,087)
FR B A Net interest income 740,627 732,185
Hib2 WA Other operating income 4(a) 192,348 181,231
L ON Operating income 3 932,975 913,416
EETH Operating expenses 4(b) (298,697) (295,612)
MEREHE A EXR T Operating profit before provisions 634,278 617,804
RIZRER Charge for bad and doubtful debts (212,000) (220,000)
EXR T Operating profit 422,278 397,804
Eﬁ&ﬁ%%&ﬁ EAFE  (Losses)/gains on revaluation of investment
TEEZ (B#B) /&F properties and disposal of tangible
\ fixed assets (1,202) 1,387
HERAEIH H FEH NI Profits on disposal of held-to-maturity
RIEEERRER T and non-trading securities 5 30,551 19,397
BEZIHAFES2EHES  Provisions made for held-to-maturity
i securities (10,900) -
IERRGHEN Profit on ordinary activities 440,727 418,588
LB E AR FEE Share of net losses in associated companies (3,210) (3,511)
B % B ) Profit before taxation 3 437,517 415,077
I8 Taxation 6 (67,811) (44,952)
M2 E T Profit after taxation 369,706 370,125
DY RSG5 Profit attributable to minority interests (428) (158)
ARITRRIESS 2 )5 A Profit attributable to the shareholders 17 369,278 369,967
HAD RS Dividends attributable to the period:
BOR T B B Interim dividend declared 7 108,617 108,580
BEEFZRBAKE Underprovision of final dividend in respect
of previous year 148 25
108,765 108,605
BT BT
HK$ HK$
FIRA T Earnings per share
EXREE Basic and diluted 8 1.26 1.26
FIRERF AR E Interim dividend declared per share 7 0.37 0.37
E+ZHEZE=1+—H The notes on pages 12 to 31 form part of these accounts
WA RIEZ —
Zh17 o



RBEEREZIFEEE A B R Unaudited Consolidated Balance Sheet

ZELE=FNNA=1FHEE As at 30th June, 2003

—EBE=H —ZTTF
Bt & ~NAB=+H +=-A=+—H
(LB F Tt dT) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2003  31st December, 2002
(E#)
(restated)
HE ASSETS
BehEHEs Cash and short-term funds 9 10,973,350 12,363,052
EHRFHIRITRZERE Placements with banks and other
R EERIE (— financial institutions maturing
2+ -EAAEIE) between one and twelve months 15 1,725,520 852,511
BOZRBERMKRER Trade bills less provisions 470,213 317,297
FHE Certificates of deposit held 10 & 15 399,984 406,370
RIEEEREES Trading securities 12 401,788 259,423
BEFEZEFRREMERE Advances to customers and other
ELRBR 22 accounts less provisions 11(a) 34,412,866 34,481,422
REZIHAFES LIk Held-to-maturity and non-trading
HIEEERRES securities 13 10,703,603 7,072,587
L NCIE § - Investments in associated companies 53,714 56,924
EFEEEE Tangible fixed assets 1,291,536 1,308,751
GRS Goodwill 1,163 1,454
BEE Total assets 60,433,737 57,119,791
iRk LIABILITIES
RITRIZE R E M2 R Deposits and balances of banks and
B2ER other financial institutions 15 327,351 422,060
BEZHFER Deposits from customers 14 & 15 47,550,791 45,302,367
BRITZHERE Certificates of deposit issued 15 4,765,827 4,377,832
H th BRIE [ Other accounts and provisions 1,455,044 658,808
waE Total liabilities 54,099,013 50,761,067
BEXKE CAPITAL RESOURCES
[ Share capital 16 293,561 293,459
[ Reserves 17 6,023,216 6,044,280
BRERES® Shareholders' funds 6,316,777 6,337,739
DER RS Minority interests 17,947 20,985
BEERERKR Total liabilities and capital resources 60,433,737 57,119,791
E+T-REEE=+—H The notes on pages 12 to 31 form part of these accounts
ZHFEXAER L —
iR




FEBERZHFSREER Unaudited Consolidated Statement of Changes in
gEX Equity

HE_FTZT=4FxA=+HIEXMEA For the six months ended 30th June, 2003

BE_TE=F HE_TT-F
~NBE+HLE A~A=THLE
~ER ~E A
BtZE  Six months ended  Six months ended
(BB F s x) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2003 30th June, 2002
(E#H)
(restated)
—A—BzREE&&EH Shareholders' funds as at 1st January 6,356,301 6,032,011
BERBEERBESBEEE  Change in accounting policy on deferred
taxation 2 (18,562) (7,642)
R As restated 6,337,739 6,024,369
HEFFBIEEERBEES  Realisation on disposal of non-trading
MmER W= securities 17 - 176
E?DE??EL@EIEZEﬁ?Fﬁ Unrealised gain on revaluation of
EEERGBEARCARER non-trading securities after deferred tax
ikl charge 17 38,416 712
RITITH B FEE ZEER  Deferred tax charged to bank premises
] revaluation reserve 17 (4,493) _
BhERE Exchange adjustments 17 (13) 39
BRRARER 2 F N Net gains not recognised in the profit and
loss account 33,910 927
RIFITRRER BT 2 4 ) Profit attributable to the shareholders 17 369,278 369,967
2k E Dividends paid 17 (425,663) (249,439)
*Eﬁ%? AT BI% 4T 2D Proceeds on shares issued under share
IR option scheme 1,513 708
NAZTHZBEE S Shareholders' funds as at 30th June 6,316,777 6,146,532
E+T-REEE=+—H The notes on pages 12 to 31 form part of these accounts
B ARE L —
217
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REBRZEERE&FER Unaudited Consolidated Cash Flow Statement

HE_FTZT=4FxA=+HIEXMEA For the six months ended 30th June, 2003

—E2=% —ETCF
i 52 ~NBZ=+H ~NA=TH
(LB FTidr) (Expressed in thousands of Hong Kong dollars) Note 30th June, 2003 30th June, 2002
EEEHTMRAZIREFE  Net cash inflow from operating activities 19 4,054,604 1,492,561
RET Investing activities
BABEZREMAZESNLIE  Purchase of held-to-maturity and
BIEEERBRES non-trading securities (7,156,980) (2,726,586)
HERBEHEZEH Sale and redemption of held-to-maturity
%&3'5%1’?%3;%@&% and non-trading securities 3,591,884 2,896,168
{53008
BABVETEE Purchase of tangible fixed assets (21,094) (72,070)
HEEFRETEEMSHIE  Sale of tangible fixed assets 10,591 2,085
HREEEM ORE) /RAZ  Net cash (outflow)/inflow from investing
Ress activities (3,575,599) 99,597
ﬁﬂﬁ Financing
TERBRAERTE 2 F R Issue of new shares under share option
scheme 1,513 708
S EBRRE Ordinary dividends paid (425,663) (249,439)
SHMBARLEMRE 2B Ordinary dividends paid to a minority
g8 shareholder of a subsidiary company (3,466) -
AmEFEmMRE 2REFRE  Net cash outflow from financing activities (427,616) (248,731)
BehERREER LR Increase in cash and cash equivalents 51,389 1,343,427
RBeRERREBEM—H— Cashand cash equivalents at 1st January 12,048,125 10,313,929
A& &R
BeLERRELEBM/NAZ  Cashand cash equivalents at 30th June 12,099,514 11,657,356
+H&ER
BeLERREEB DM Analysis of the balances of cash and cash
equivalents
BeRFHETRZEREM  Cashand balances with banks and other
TR financial institutions 525,033 345,761
REIT A% Money at call and short notice 9,469,266 9,137,012
BREH Treasury bills 713,604 399,173
THGHRITRAZEREMSE  Placements with banks and other
BEETIE (—E2=EA financial institutions maturing
WEH) between one and three months 1,391,611 1775410
12,099,514 11,657,356

FT_REE=1T—FR
ZHEBKARRL —

Btre

The notes on pages 12 to 31 form part of these accounts
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FEBRZRAMBE R EMEE Notes to Unaudited Interim Financial Report

(LEBTF TSR AX Btk sl (Expressed in thousands of Hong Kong dollars unless otherwise stated in the text)
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BASIS OF PREPARATION

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

The interim financial report is unaudited, but has been reviewed
by KPMG in accordance with Statement of Auditing Standards
700 "Engagements to review interim financial reports”, issued
by the HKSA. KPMG's independent review report to the board of
directors is included on page 48.

The financial information relating to the financial year ended
31st December, 2002 included in the interim financial report
does not constitute the Bank's statutory accounts for that
financial year but is based on those accounts. Statutory accounts
for the year ended 31st December, 2002 are available from the
Bank's registered office. The auditors have expressed an
unqualified opinion on those accounts in their report dated
13th March, 2003.

This interim financial report is prepared on a basis consistent
with the accounting policies adopted in the 2002 annual
accounts except as disclosed under note 2.

ADOPTION OF REVISED SSAP

With effect from 1st January, 2003, the Group adopted the
Statement of Standards Accounting Practice 12 (revised) “Income
Taxes" In prior years, the accounting standard required that
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.



BmEST e EBHEN (&)
EMEBR T BANENR2REERE R
BERB- BRI FTEERBE RS
ERIBRELHEERBENEERE
{ERRE A 2 A A H1BR & AT R T e B 22
BOREHIREE R A AER 2 HUE
R BRFHEERAB L HNRRIEY
SIRERMN BB E CRIMBE
ERBRERAAREEHAEEE A A
BERARRBE A RLEL BRTAE 28
Bl AR -

BEREZC P REAmER BRAER
HEE R_TTE_F-H-ARZZZT
=F-A-BzREESBINELD IR
D75 88 7,642,0007T K 5 ¥ 18 562,0007T < B &
—EE-FRA=ZTHLENERBRAE
RAZERBIE L BRETIHE TEHW
1 717 #51,587,0007T ©

PEEE

() XBSH
TERTERRREEREX TR TEE
FiRIB HEERRLAERES-

PEBRTEBERIAXER ES
BERMBRTES

WEXBBERBINEER EFRER

RHEE-

HEBERRRER BREEER
% BOR R AR M 5T 81 AR5 -

ANBNEBEAIZRRKRERE
STHRE MFEREREMARE
AENETRERG D BENERE
o

ADOPTION OF REVISED SSAP (Continued)

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

The changes have been applied retrospectively, resulting in prior
period adjustments with the opening balance of shareholders'
funds as at 1st January, 2002 and 1st January, 2003 decreasing
by HK$7,642,000 and HK$18,562,000 respectively. The
comparative figure in respect of deferred taxation charged to
profit and loss account for the six month ended 30th June,
2002 has been restated by an additional charge of HK$1,587,000.

SEGMENT REPORTING

(a) Business segments
Retail banking activities include acceptance of deposits,
residential mortgages, hire purchase and consumer loans.

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

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

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

Unallocated items mainly comprise the shareholders' funds,
investments in premises and property investment and other
activities which cannot be reasonably allocated to specific
business segments.
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FEEBZPHM BB EME Notes to Unaudited Interim Financial Report

3. SREE (&) 3. SEGMENT REPORTING (Continued)
() BBESE (£) (a) Business segments (Continued)
EERA BR 0 AT A
Operating income Profit before taxation

BECSES=F HE_TT-HF BPEITBZEFE HE-TTC
~A=+AE R~A=tHLE AXRAZHHLE  RA=TALE
~ER ~EA ~ER ~NEA
Six months ended  Six months ended  Six months ended  Six months ended
30th June, 2003 30th June, 2002 30th June, 2003 30th June, 2002

TERITEH Retail banking 577,265 585316 246,091 192,508
PERTES Corporate banking 178,575 197,870 36,489 105,385
HERH Treasury 110,816 65,171 115,503 78,368
Hin X% Other 24,198 21,683 6,530 3,338
AOBER Unallocated 62,181 62,314 32,904 35,478
75 5 T U 7 4K 8 Inter-segment elimination (20,060) (18,938) - -

932,975 913,416 437,517 415,077

b) EHSEH (b) Geographical segments

BEHEABEMDNZNBEARITES The information concerning geographical segments has
EMEHEls HRaEERERL been classified by the location of the principal operations
BEEARZANEITHITEEM of the subsidiaries, or in the case of the Bank itself, of the
el location of the branch responsible for reporting the results

or booking the assets.

== JON IR 258 A
Operating income Profit before taxation
BECSP=E HZE_TT-F BEISESE BE_TT-F
~A=+AE R~A=tHLE ARAZ+HLE RA=TALE
~EA ~EA ~EA ~NEA
Six months ended  Six months ended  Six months ended  Six months ended
30th June, 2003 30th June, 2002 30th June, 2003 30th June, 2002

e Hong Kong 1,035,249 850,279 578,420 378,096
R Macau 118,900 116,454 74,431 71,814
Hity Others 31,122 36,559 4,086 25343
5 & B 2 4 8 Inter-segment elimination (252,296) (89,876) (219,420) (60,176)

932,975 913,416 437,517 415,077
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4, (a)

(b)

HtEREWA

4.

(a)

Other operating income

BE—SS=HF
NRA=t+HL
~{ER

Six months ended
30th June, 2003

= :E

>k |+D1
IH uH{

=T
_I_
/\1.H
Six months ended

30th June, 2002

A

REERAS
ERRERREE
BERERSREE
EHRBIREE
BREEEREE
HEthRBEBERASKA

wRBELRAE X

INEE B s
?%VEE%%LM%&T/TEIAZ

wH,/ (B1R)
HinEE WS

mRSEETRERERA

&

EEXYH
EESTHBENECHEABK
26516000 (ZEZTZF: B %K
24,9340007T ) ©

(b)

Fees and commissions
Credit commission and fees
Credit card related fees
Trade related fees
Stockbroking fees
Other fees and commission
income
Less: fees and commission
paid

Gains arising from dealing in
foreign currencies

Gains/(losses) on securities
and derivatives trading

Gains arising from other
dealing activities

Dividend income from listed

and unlisted investments
Others

Operating expenses

29,270 31,932
26,064 30,566
25,171 26,878
14,894 13,354
59,061 56,444
(11,454) (10,329)
34,948 29,214

4,512 (5.803)
781 285
2,140 2,529
6,961 6,161
192,348 181,231

Operating expenses included depreciation amounting to
HK$26,516,000 (2002: HK$24,934,000).

15
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16

HESBEINPHEFRERERE PROFITS ON DISPOSAL OF HELD-TO-MATURITY AND NON-
HAEEEZan TRADING SECURITIES
BE_ST=-F HBE_TT_F
AA=+HLE S<A=1HIt
~EAR ~NEA
Six months ended  Six months ended
30th June, 2003 30th June, 2002
HERBEIMAES 2 EF Profit on disposal of
held-to-maturity securities 1,324 9
EMEEREHEESZEF Profit on transfer of
held-to-maturity securities 20,913 -
HEFBEEEREER G Profit on disposal of
non-trading securities 8,314 19,388
30,551 19,397
RIE TAXATION

BABRRAZREALS:

Taxation in the consolidated profit and loss account represents:

BE_SEB-F 22T —F
~NB=t+HE SA=tHIE
~ER NEA

Six months ended  Six months ended
30th June, 2003 30th June, 2002

BEMNEHER
IR
EREHE

EBHIEB RN ERBUR FIBRITH
F¥EHZHHEE(CERFESZT
R EHE- B BR R AR E 2 AR
ERERRRAREHE

(ER)

(restated)

Provision for Hong Kong profits tax 55,117 30,681
Overseas taxation 13,966 12,684
Deferred taxation (1,272) 1,587
67,811 44,952

The provision for Hong Kong profits tax is based on an estimate
of the assessable profits for the period at 17.5% (2002: 16.0%).
Overseas taxation is provided at the appropriate current rates of
taxation ruling in the countries in which the relevant units of
the Group operate.



RikpRARL R
ATREFER_TT=F A=tHZ
REMIRE ZBRE LARRT AR BERE
5l

INTERIM DIVIDEND DECLARED

The following dividend was declared by the board of directors
after 30th June, 2003 and has not been provided for in the
interim financial report.

BE_EB-F HE_TZT_-F
~NRA=+BHLE K<A=tHIE
~EAR ~NEA

Six months ended  Six months ended
30th June, 2003 30th June, 2002

1£293,560,500 (= T Z — 4 : 293,458 500)
BREtE BRI B BB = A
(ZEZ_F BB =am+1)

sSkEIREESKRER
BREFDBERE ST =FA=1
BEANBEBARRES 2 & F B
3692780007 (T —F (F]) : B
369,967,0007T) KAz BRI 2 1T 0 2 N
B 15 £ 293,505,016 ( — T T = F:
293445406) IR BT E - HEFRAF
DREBE_TT=FA=+THILLAE
AR RS 2 4 F 7 85 369,278,0007T (=&
T —F (F1R) 1 75%369967,0007T) &%
HIR B 247 IR0 2 N 7 ¥5 2293 565,601
(ZZZT —:293534,685) R L @A+ E
Fspra BE#ERFNKG FEAR-

RekElRe

Interim dividend declared of
HK$0.37 (2002: HK$0.37)
per share on 293,560,500
(2002: 293,458,500) shares 108,617 108,580

EARNINGS PER SHARE AND DILUTED EARNINGS PER SHARE
The calculation of earnings per share is based on profit
attributable to the shareholders for the six months ended 30th
June, 2003 of HK$369,278,000 (2002 (restated): HK$369,967,000)
and on the weighted average number of 293,505,016 (2002:
293,445,406) ordinary shares in issue during the period. The
calculation of diluted earnings per share is based on profit
attributable to the shareholders for the six months ended 30th
June, 2003 of HK$369,278,000 (2002 (restated): HK$369,967,000)
and on the weighted average number of 293,565,601 (2002:
293,534,685) ordinary shares in issue during the period after
adjustment of all dilutive potential shares.

CASH AND SHORT-TERM FUNDS

—e3=% “EToF
~A=+H +-A=+—H
30th June, 2003  31st December, 2002

ReRERRTRAXLAGSBERE

ke (S
B &S (P 15)

Cash and balances with banks

and other financial institutions 541,760 581,832
Money at call and short notice 9,469,266 11,205,586
Treasury bills (Note 15) 962,324 575,634

10,973,350 12,363,052

17




FEEBZPHM BB EME Notes to Unaudited Interim Financial Report

9. HeRBEHESR &) 9. CASH AND SHORT-TERM FUNDS (Continued)
BREHFATIAT: Treasury bills are analysed as follows:
—EZT=F —TT-F

~A=+H +-A=+—H
30th June, 2003  31st December, 2002

FEEERR (MBEE) Held for trading purposes
(at market value) 99,164 -
HEZIEA Held to maturity 713,604 575,634
FRHEEERE (MBER) Non-trading (at market value) 149,556 -
962,324 575,634
P AR &5 A B REBUT R &R RRTT All treasury bills are issued by central government and central
BH-YWAFLEMZES- banks and are unlisted.

10. ERE 10. CERTIFICATES OF DEPOSIT HELD
REZERELBAHEEIHARIEL All the certificates of deposit held are held-to-maturity and are
MZIFRE unlisted.

1. ERZERREMIER SRR ER 11. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS

PROVISIONS
() ERZERREMIRIE (a) Advances to customers and other accounts
—ZE=F —TT-F
~A=+AH +-A=+—H
30th June, 2003  31st December, 2002
(ER)
(restated)
EFEH (FIzE15) Advances to customers
(Note 15) 34,141,555 34,417,300
BAOREREMESREEZER Advances to banks and
(BfzE15) other financial
institutions (Note 15) 158,878 174,828
R ER Specific provisions for bad
and doubtful debts (278,879) (277.032)
—RE General provisions for bad
and doubtful debts (340,959) (348,572)
fEET B R EAM BRI Accrued interest and
other accounts 732,271 514,898
34,412,866 34,481,422
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1. ERZERRHEMIRERCw kR 2R 1.

ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS
(%) PROVISIONS (Continued)

(b) FEITER (b) Non-performing loans
Bk AT EEEEZﬂ S EEIE The advances net of suspended interest, on which interest
ZEFE2ER ERE R E R is being placed in suspense or on which interest accrual
%?ﬁﬁﬁ@ﬁﬁﬁf’ﬁﬁz%%&ﬁﬁ has ceased, the amount of suspended interest and specific
CERINN provisions made after taking into account the value of
collateral in respect of such advances are as follows:
—22=F ZETCF
~B=1+H TZRA=+—H
30th June, 2003  31st December, 2002
EFTEBIER Gross non-performing
advances to customers 1,144,583 922,785
EEPENRBE AN Gross non-performing
advances as a percentage
of total advances to
customers 3.35% 2.68%
FEFEAReRE Amount of collateral held 785,113 600,359
B EE Specific provisions 277,703 275977
RN Suspended interest 492,999 476,054
RZZEE-_F+A=1+—BE= There were no advances to banks and other financial

TE=FEXA=TH AEEE TR
TREREMSRBEEZFES I
ENSBMAETRADE L ZEH
BZEKe

2. BERRAZES

12.

institutions on which interest is being placed in suspense
or on which interest accrual has ceased on 30th June,
2003 and 31st December, 2002.

TRADING SECURITIES

-t 1 X2
~A=t+H

30th June, 2003

—TT-F

+-B=+—H
31st December, 2002

BB (Bt 15)
BN
FEM

REEBRZEFRZHEFTOT:

BITHE:

&

RIELFT B RERTT

BOTREREMEREE

S >

#
P

SR

Debt securities (Note 15)
Listed outside Hong Kong
Unlisted

Equity securities listed in
Hong Kong

Trading securities analysed by

counterparty are as follows:

Issued by:
Central government and
central banks
Banks and other financial
institutions
Corporate entities
Public sector

50,000
343,472

393,472

8,316

401,788

188,356

2,305
56,011
155,116

401,788

124,609
127,988

252,597

6,826

259,423

204,791
54,632

259,423
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13. BEEIHHBSFRIBEETEHE 13. HELD-TO-MATURITY AND NON-TRADING SECURITIES
BF
—EZT=F —ET-F
~A=+H +-A=+—H

30th June, 2003 31st December, 2002

20

RBERMA & H (MeE1s) :
REZIHMAZEBES

sy

- KELET

— &5k

FEM
B EMEBE S R ER

FEHF1EE

3Hﬂ”ﬁ“§“ﬁ ] % ERES

(m%fﬂﬁ)
FEM

REZAMREREF T EER

25 (i1s):

Held-to-maturity securities
(Note 15):

Held-to-maturity debt securities

Listed
- in Hong Kong
- outside Hong Kong

Unlisted

91,360

856,478

947,838

7,539,833

8,487,671

Less: specific provision on unlisted

debt securities

Non-trading securities (Note 15):

Non-trading debt securities
Listed (at market value)
- in Hong Kong
- outside Hong Kong

Unlisted

Non-trading equity securities
Listed in Hong Kong
(at market value)
Unlisted

Market value of listed
held-to-maturity
debt securities

(22,500)

8,465,171

212,854
916,843

1,074,547

2,204,244

3,742
30,446

34,188

2,238,432

10,703,603

994,134

2,155
1,026,774

1,028,929
6,023,781

7,052,710
(11,600)

7,041,110

1,031
30,446

31,477

31,477

7,072,587

1,057,261



13. REEHMAEGRIIFHERATRAE

14.

BF (&)
CTETCFYFE EREIEFEEER
ASEMNFEZEIE B AL QR A
A8 12759890007 (ZET ZF &) o 1R
%F FTEKERE N [REEHA
SHEER] REBRAGGEMNAER
20,913,00075 (ZZ2T-F: /) Ui Es
FERF-

13.

HELD-TO-MATURITY AND NON-TRADING SECURITIES
(Continued)

During the first half of 2003, held-to-maturity securities with
an amortised cost of HK$275,989,000 (2002: Nil) were transferred
to non-trading securities at a profit HK$20,913,000 (2002: Nil)
being recognised in the profit and loss account at the date of
transfer in accordance with SSAP 24 "Accounting for Investment
in Securities".

REZIHMARIIFEEERABRZESFR Held-to-maturity and non-trading securities analysed by
SHFOMWT: counterparty are as follows:
—22=F ZETCHF
AB=+H +TZRA=1+—
30th June, 2003  31st December, 2002
BITHAE - Issued by:
R R R RT Central governments and
central banks 510,040 -
BITREREM S BEE Banks and other financial
institutions 5,683,610 3,964,316
T Corporate entities 3,163,398 2,600,800
NEHRE Public sector 1,346,555 507,471
10,703,603 7,072,587
BEZIMBZBRESFRFREE DA Held-to-maturity treasury bills and certificates of deposit are

RERBEEREXR EEIEM\TEjL&Fﬁ.EwL
7o

disclosed separately in the balance sheet, note 9 and note 10 to
the accounts.

EREW 14. DEPOSITS FROM CUSTOMERS
—e3=% “EToF
~A=+H +ZA=+—H
30th June, 2003  31st December, 2002

HHERRAERER Demand deposits and

current accounts 3,371,680 2,849,844
BEFN Saving deposits 8,699,607 7,058,601
THERARBAER Time, Call and notice deposits 35,479,504 35,393,922
47,550,791 45,302,367
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15. RAPR 9 15. MATURITY PROFILE

—EZ=5£XB=tH
30th June, 2003
SHEARE —EME
E-5 E0f
=fiA Tyear  5years
AEEZR HUT or less orless TEME
Repayable ~ 3months  butover  but over Ater M i

on demand orless 3 months 1 year byears  Undated Total
BE Assets
-BES (M) - Treasury bills (Note 9) - 713604 248720 - - - 962,34
-THREMBIRERE - Placements with banks and other
fhERERETE (- financial institutions maturing
E+Z{AAREH) between 1 and 12 months - 1631676 93844 - - - 1725520
-FnE - Certificates of deposit held - - 399,984 - - - 399,984
~BEEERRZEBE - Trading debts securities (Note 1) - - - 238356 155,116 - 393472
% (firs12)
-EPER (M) - Advances to customers (Note 11a) 1,604,907 3971,829 3,845,202 10,646,085 13,669,810 403,722 34,141,555
-BROREREMEBE - Advances to banks and other
B2ER (Hitna) financial institutions (Note 11a) - - 31776 127,102 - - 158878
-BEREBAZEBE - Held-to-maturity debt securities
% (fir313) (Note 13) 32,167 481,394 343211 4,540,797 3,090,102 - 8487671
-FHEEEREER - Non-trading debt securities (Note 13) - - 21403 811,086 1371775 - 2204244
&5 (Fritn)
1637,074 6,798,503 4,984,140 16,363,406 18,286,803 403,722 48,473,648
8f Liabilities
~ROAEREMESRE - Deposits and balances of banks
B2ER and other financial institutions 96312 221,616 9423 - - - 327351
-EP 2B - Deposits from customers 12,079,699 33,692,206 1,081,007 697,879 - - 47,550,791
-BREIERE - Certificates of deposit issued - 819,225 1453283 2,493,319 - - 4,765827
12,176,011 34,733,047 2,543,713 3,191,198 - - 52,643,969
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15. IR B (&) 15. MATURITY PROFILE (Continued)

“EECFTA=t-A
31st December, 2002
ZERNE —ENE
E-F  ERF
=R Tyear  5years
MEEs T or less orless FEHF
Repayable ~ 3months  butover  but over Mter B L

on demand orless 3 months 1 year Syears  Undated Total

EE Assets
- B &ES (F) - Treasury bills (Note 9) - B46689 28,945 - - - 575634
~THGHETRERE - Placements with banks and other

e msEsE (- financial institutions maturing

2+-EAREIE) between 1and 12 months - 763566 88945 - - - 852511
-BHE - Certificates of deposit held - - 299960 106410 - - 406370
-BEEERGZEKE - Trading debts securities (Note 12) - - - 559 - - 25597

# (WisE12)
-ZFEF (M) - Advances to customers (Note 11a) 2003314 3495785 4053970 11032526 13566067 165638 34417300
~FOREREMERE - Advances to banks and other

& ZER (W) financial institutions (Note 11a) 51 - 31778 142999 - - 174828
~BEZHHAZEBE - Held-to-maturity debt securities

% (WzE3) (Note 13) - 25442 780107 5017897 1,039,264 - 7082710

~FRHEEERBCER - Non-trading debt securities (Note 13) - - - . . . .
&% (W)

2103365 5021482 52683705 16,552,429 14,605,331 165,638 43,731950

8 Liabilities
~FAREREMERE - Deposits and balances of banks
B2ER and other financial institutions 120906 236810 7799 56545 - - 422060
~BPZER - Deposits from customers 9916400 33371414 1483931 530622 - - 45302367
-BRICERE - Certificates of deposit issued - 1130543 873828 2373461 - - 4377832
10037306 34738767 2365558 2,960,628 - - 50,102,259
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16. BR& 16. SHARE CAPITAL
—ZE=F ZTETC-F
~A=+H +-A=+—H
30th June, 2003 31st December, 2002
S AR AR : Authorised:
450,000,000 (= Z Z = 4 : 450,000,000 % 450,000,000 (2002: 450,000,000)
LTRRERAE T ordinary shares of HK$1 each 450,000 450,000
B g - Issued and fully paid:
—A—H#& At 1st January 293,459 293,429
RiE wﬂﬂ%ﬂrgﬁx T2 B Shares issued under share
option scheme 102 30
293,560,500 (= Z = 4 : 293,458,500) % 293,560,500 (2002: 293,458,500)
LTEkEREL T ordinary shares of HK$1 each 293,561 293,459
M:E%EEEHAH RIE R 2 On 9th April, 2003, options were exercised to subscribe for
£ 17 2 IR0 A102,0000% BB E BB K 102,000 ordinary shares in the Bank at a consideration of
1,513,0007E°ﬂ‘:f:‘/%m102,0007EEB’\\Hx$ B HK$ 1,513,000 of which HK$102,000 was credited to share capital
AR - BABIE 51 411,0007T B B A BR AR B ER and the balance of HK$1,411,000 was credited to the share
NN ZEE=FNA=ZTHRITEZR premium account. At 30th June, 2003, the outstanding options
REBENT: were:
—EZ=F —ZT-F
~A=+H +-A=+—H
30th June, 2003  31st December, 2002
K& R BhEE
REE Number of Number of
BT RIER Date of options granted Option price shares shares
—WhAmE=ZR+A 10th March, 1994 HK$14.83 - 102,000
—TZ-F=A+H 10th March, 2001 HK$23.60 380,000 380,000
“ZE-F=A+HH  15th March, 2002 HK$26.30 290,000 290,000
“ET=F—HF+MH  14th January, 2003 HK$25.80 160,000 -
—EE-F=/A+mIMH 14th March, 2003 HK$26.50 130,000 -
960,000 772,000
HERBEANETRAE - BFREE T The options granted under the Scheme will be exercisable
BERITE between the first and the tenth anniversaries of the date of
grant.
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17. &0 17. RESERVES
ZSZ=£XB=1A
30th June, 2003
i
EffifE RE  RAED
e Bank  EfbfiE B BREE
BEE  EXEE  —REE  premises Investment  Capital  Unappro-
Share  Capital  General revaluation revaluation redemption priated aif
premium reserve reserve reserve reserve reserve profits Total
“E3-5-F-R#H At 1st January, 2003
~RERE - as previously reported 330,677 215,909 2,100,201 321,000 (35) 769 3,094,321 6,062,842
-AEEEHE A - prior year adjustment
in respect of
deferred taxation - - - (47927) - - 29365  (18,562)
-E% - as restated 330677 215909 2,100,201 273,073 (35) 769 3,123,686 6,044,280
BEREE Exchange adjustments - - (13) - - - - (13)
BERREHBRTZHR  Shares issued under share
option scheme 141 - - - - - - 141
FREREA/ (Bi) Transfer to(from) reserves - - (8,000) - - - 8,000 -
ENBRERHBZERGRH  Gainon revaluation after
deferred tax charge - - - - 38,416 - - 38416
(%) /ERTMEERRESE  Deferred tax (charged)]
ZERHE credited to bank premises
revaluation reserve - - - (4,493) - - - (4,493)
BIRRE Dividends paid - - - - - - (425,663) (425,663)
BRET Profit for the period - - - - - - 369278 369,278
“EECFNAZTHER At 30th June, 2003 332,088 215909 2,092,188 268,580 38,381 769 3,075,301 6,023,216
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17. iR (&) 17. RESERVES (Continued)
“RE2-H+-A=1-H
31st December, 2002
(%)
(restated)
/Tt
E(tEE BE  RAEE
e Bank  EfifE EE BREE
HEE  AAEE  -BEE  pemises Investment  Capital  Unappro-
Share Capital  General revaluation revaluation redemption priated Bt
premium reserve reserve reserve reserve reserve profits Total
ZEECE-R-BES  AtistJanuary, 2002
-fERE - as previously reported 329,999 215909 2,100,178 321,000 (866) 769 2771593 5738582
-AEERBE BE - prior year adjustment
in respect of
deferred taxation - - - (48,283) - - 40,641 (7.642)
-85 - as restated 329,999 215909 2,100,178 272,11 (866) 769 2,812,234 5730,940
BERE Exchange adjustments - - 3 - - - - 3
BERREZIBT25R  Shares issued under share
option scheme 678 - - - - - - 678
RANEEBHEEERBES  Realised loss on disposal
MEREE of non-trading securities - - - - 176 - - 176
B RN Gain on revaluation - - - - 655 - - 655
(X) /EFATEERE  Deferred tax (charged)]
B ERHE credited to bank premises
revaluation reserve - - - 356 - - - 356
Bk E Dividends paid - - - - - - (358019)  (358019)
EREF Profit for the year
-HERE - as previously reported - - - - - - B80747 680747
-AERERE RE - prior year adjustment
in respect of
deferred taxation - - - - - - (1.276)  (11276)
-ER - 35 restated - - - - - - B694TI 66941
ZEECFEFZA=T—H At 31t December, 2002
e 330,677 215909 2,100,201 273,073 (35) 769 3,123,686 6,044,280
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18. REARRUINZEREE
(a) HRRBRAIRE
NTRBEIREHELAEERR

18. OFF-BALANCE SHEET EXPOSURES
(a) Contingent liabilities and commitments
The following is a summary of the contractual amounts of

AZHEeEHRE: each significant class of contingent liabilities and
commitments:
—$T=F —TT_F
~B=1+H TZA=t—H
30th June, 2003  31st December, 2002
BEEGEER Direct credit substitutes 892,860 847,709
RHEMZHAES Transaction-related
contingencies 80,852 42,760
XL PR Trade-related contingencies 1,170,848 981,949
Hfth Other commitments 6,057,533 6,593,239
Hity Others 556,510 30,779
8,758,603 8,496,436
(b) $T&EIHR (o) Derivatives

ITHETREMBEL HEEETR Derivatives refer to financial contracts whose value depends

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

WTREENMEIASKENZA
BEEH:

The following table is a summary of the notional amounts

of each significant type of derivatives:

—SE=§ —TTCF
~NA=+H TZA=t—H
30th June, 2003  31st December, 2002
RS H Exchange rate contracts
LHH AN-BERE Forwards - trading 4,167,973 7,290,915
BHEHN-HHAE Forwards - hedging 2,909,380 2,991,030
BARE-EERS Option purchased
- trading 1,540,662 196,641
B HE-BEERR Option written - trading 1,540,662 196,641
ERENERE Total exchange rate
contracts 10,158,677 10,675,227
FEEH Interest rate contracts
EHAYN-BEERE Swaps - trading 1,169,847 1,052,910
BHEH-HhAR Swaps - hedging 10,565,785 10,275,673
FEENBE Total interest rate
contracts 11,735,632 11,328,583
21,894,309 22,003,810
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18. BEARRUNSNZERBEER (©) 18. OFF-BALANCE SHEET EXPOSURES (Continued)

(b) fT£IR/ (&) (o) Derivatives (Continued)
BEBERSGBERWITREFPEERES The trading transactions include positions arising from the
HEFEERERFIMBENSH execution of trade orders from customers or transactions
THE&- taken to hedge these positions.
IEEBERNIINZARBIEE The replacement costs and credit risk weighted amounts of
EERAREERRMESTEN T the above off-balance sheet exposures are as follows. These
BB R RERFHELIN amounts do not take into account of the effects of bilateral
=20 netting arrangements.

—EZ=F —EE-F
~NA=+H +-A=+—AH
30th June, 2003 31st December, 2002
EERR FERR
nEeE g
BEXA Credit risk BEKA Credit risk
Replacement weighted  Replacement weighted
cost amount cost amount
HARER KA Contingent liabilities and commitments N/A 1,230,871 N/JA 1,069,415
EEEH Exchange rate contracts 18,267 27,320 32,780 45,634
MESH Interest rate contracts 109,259 26,298 113,276 26,229
127,526 1,284,489 146,056 1,141,278

() BE&IE (c) Capital commitments
RZZEZE=FA=THARZZZE Capital commitments for acquisition of property, plant and
“FEFTA=T-BARBEME K equipment outstanding at 30th June, 2003 and 31st
W S 5R A T W0 R FE BRIB R 1R December, 2002 not provided for in the accounts were as
ZEREEWT: follows:

—PP=H —ET-F
~NB=+H TZA=t—H

30th June, 2003  31st December, 2002

ERAREITRNZAX Expenditure authorised
and contracted for 8,987 19,963
EREREREITENZAX Expenditure authorised

but not contracted for - -

8,987 19,963
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 EERVERBEETHZRERR 19. RECONCILIATION OF OPERATING PROFIT TO NET CASH

AHEE INFLOW FROM OPERATING ACTIVITIES
—2P=F —TTF
~B=+H ANA=+H
30th June, 2003 30th June, 2002
EERF Operating profit 422,278 397,804
e Depreciation 26,516 24934
B Amortisation of goodwill 291 290
ERFIEH Profits tax paid (5,027) (28,356)
ARSI HMEERRD Decrease in treasury bills
maturing after three months 79,696 199,176
“EARIMzERERRITAERE Decrease in placements with banks
i 2 B A48 SRR and other financial institutions
maturing after three months 384,207 279,009
B SEREM Increase in trade bills (152,916) (58,315)
FRERD Decrease in certificates of
deposit held 6,386 10,183
BEEEERBREREM Increase in trading securities (142,365) (163)
EPZERREMEER D Decrease in advances to customers
and other accounts 73,016 108,225
RITRIERE M BEE 2 F g Increase in deposits and balances
of banks and other financial
institutions 9,470 503,507
BPzEREM/ (BD) Increase/(decrease) in deposits
from customers 2,248,424 (821,673)
BRITEREEM Increase in certificates of deposit
issued 387,995 860,981
HA0BRIE R 3 N Increase in other accounts and
provision 716,633 16,959
REEFEFHZFHERA Net cash inflow from operating
activities 4,054,604 1,492,561
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20. HEATEERS

30

(a)

“ERERELHFR AREEAR
TZXBRRZEANBTEER
EMBRARZZ S 9R—RIEER
BREEGTET- PR R
KeBERBRREERBERUIN
ZEEERFF IR :

20. MATERIAL RELATED PARTIES TRANSACTIONS

(a)

During the first half of 2003, transactions with The Bank
of New York Company Inc. ("BNY"), a substantial shareholder
of the Bank, or its subsidiaries were entered into by the
Group in the ordinary course of business and on normal
commercial terms. The income and expense for the period
and on-balance sheet and off-balance sheet outstandings

at the period end are:

) WARZH () Income and expense
BE_ZTE=F BE_TZT_F
~NA=+AHLE ANA=THIE
~NER ~NEA
Six months ended Six months ended
30th June, 2003 30th June, 2002
FEUWA Interest income 258 356
MEX Interest expense 207 296

i) —ZEZE=FA=+BR=Z
EZ-F+-_A=+—HEESA
AR &R

(i) On-balance sheet outstanding at 30th June, 2003 and

31st December, 2002

—ZZ2=F
~A=+H
30th June, 2003

e kS
R
31st December, 2002

RekEHES

RITAEREM S REE 2T

(i) —EE=FA=+TBER=Z
E-F+-_A=+—HEES"
R AING R

Cash and short-term

funds 31,310
Deposits and balances

of banks and other

financial institutions 56,714

22,208

50,856

(ili) Off-balance sheet outstanding at 30th June, 2003 and

31st December, 2002

k- <138 2
~AB=t+H
30th June, 2003

e kS
A=t
31st December, 2002

XA 4
=) yﬂigﬁ
iﬁ&ﬁ
BriNEEE

Exchange rate contracts

Contract amount 96,637
Replacement cost 822
Risk weighted amount 358

102,020
602
324



20, ABEATEERH (&)

v R—AANENAZFTEARK
—TE-FAATARRRTT
EXRAORTERREME
RigmZ REMLARR KR
THREE-BAEREF RS
X IR R -

ZET-FE¥E ARITER
S U B K 49 & 78 # 35,0007T (=
TT — & F10500070) IR
B ARRITHRFNRIEBERZLY
MIBA HR -

b R—ANAFNA=+B XRRTHE
BEANTEREZMBRGKT
BRtRIRAERAR (KERR])
HEFR R ERAF ([HRHTR
%) 2 2 EMBRARHERREE
(&) ARAR ([HERR]) &2
—HERAH-REBLBERE NN
R EBEKEHRREBRRE
B2 BB TIE-BHEH R AKER
B2 FERF EZARIBETRA
BAZ=TH-BE-_ZTT=FA
=+ HIEANER KERBRA TR
{RBE &’ 18650007 (Z 2T 78
#o9760007C) EEER - HBERT
BBz RBREMEE - RS =
F-—A=+H EHREBEREAY
EE-_TENF+-_A=+—HAK
LB 5 RIS B A B AE IR AR
W HER B R BETE W E R
WRBEB 2 AEDEMERE-

20. MATERIAL RELATED PARTIES TRANSACTIONS (Continued)

(b)

(iv) On 27th August, 1999 and 19th September, 2002, the
Bank entered into two Delegation Agreement with
BNY pursuant to which the Bank agreed to provide
various back-up support services to BNY in connection
with a securitisation transaction undertaken by BNY.

In the first half of 2003, the Bank received from BNY
a total service fee of HK$35,000 (2002: HK$105,000)
and will continue to receive further service fees on
an annual basis during the term of two Delegation
Agreement.

On 30th June, 1995, Wing Hang Zurich Insurance Company
Limited ("WHZ Insurance"), a 65 percent owned subsidiary
of the Bank, entered into a Management Agreement with
Swiss Insurance Management (Hong Kong) Limited ("Swiss
Insurance”), a wholly own subsidiary of Zurich Insurance
Limited ("Zurich Insurance") pursuant to which Swiss
Insurance has been appointed as manager of WHZ Insurance
in connection with the conduct by WHZ Insurance of its
insurance business. Zurich Insurance is a substantial
shareholder of WHZ Insurance holding 35 percent of WHZ
Insurance's issued share capital. For the six months ended
30th June, 2003, WHZ Insurance paid to Swiss Insurance
an amount of HK$1,865,000 (2002: HK$976,000), being
the contractual management fees based on gross premium.
On 30th January, 2003, the Management Agreement has
been extended for two years and will end on 31st December,
2004 but can be terminated by either party on six months'
notice. The revised management fee will be based on a
fixed fee plus a certain percentage of gross written
premiums received.

21. REH&ER 21.
R-ZEZE=ZFNA—B XFROTEHE
FTEER R M B ARNIRTEER TR AT
—RIT2HEBITRA BIEER4ER
TLoMEEHEMIMIE - BTN _ZZ
—F+ A+ HNEERFEREEN
12215

POST BALANCE SHEET EVENTS

On 1st August, 2003, Wing Hang Bank Limited announced the
sighing of a Share Purchase Agreement to acquire the entire
issued share capital of Chekiang First Bank Limited from Mizuho
Corporate Bank, Ltd. for a total consideration of HK$4.80 billion.
The price represents 1.22 times the audited book value of
Chekiang First Bank Limited as of 31st December, 2002.

22. LEkBEF 22.
RRYEE BN SRR BMERE
ETHBREF TN FBEHRME =

COMPARATIVE FIGURES

Certain comparative figures have been adjusted as a result of
change in accounting policy for deferred taxation, details of
which are set out in note 2.
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(LB FLhrd 7 AX 53R I)) (Expressed in thousands of Hong Kong dollars unless otherwise stated in the text)

() BXREERRDERLE (a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS

() BEFEELLE (i) Capital adequacy ratio
—SE=§ “ETCF
~B=+H TZA=t—H
30th June, 2003  31st December, 2002
(E®)
(restated)
BOER Core Capital
R R T AR AR AR Paid up ordinary share capital 293,561 293,459
R % E R Share Premium 332,088 330,677
E Reserves 4,966,549 4,816,787
Hith Others 304,056 149,911
5,896,254 5,590,834
AEt MM INE A Eligible supplementary capital
TRt EREEER Reserves on revaluation of
ok land and interests in land 188,019 191,164
ERIERBEEERRES Unrealised profit/(loss) on
ZAREBREF/ (F#B) revaluation of non-trading
securities 25,368 (1,828)
—BRRAREES General provisions for
doubtful debts 344,512 351,065
557,899 540,401
AR ERERETE Total capital base before
deductions 6,454,153 6,131,235
BREMAENMNFEEE Deductions from total
capital base (199,439) (199,135)
MAENERERESE Total capital base after
deductions 6,254,714 5.932,100
REHABRRARECELRTR Unadjusted and adjusted capital
RILE adequacy ratio 17.0% 16.500



a) REERRADRERIILE (F)

(i)

(i)

RERELE (8)
AERBZERTR UL E /AR
FEB D B8 2 RR BB B IRAT IR DI
WER=LBECREEZRREEM
BRGAREEFE -AEREARTR
RURZFAE RREEESRER
BELZEERRFMABE T
GRRERTRERNMER FTA
EHEERNTHER ARENEGS
ERERERHBEZERNT LR
e

FYHRBDReLE

(a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS (Continued)

0]

(ii)

Capital adequacy ratio (Continued)

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

Average liquidity ratio
—E2=H =%

z
~A=+H A
30th June, 2003 30th June, 2002

BEEARATHRDE L%

HATORDESLEIREERE
BITIRPIN ROt B etttk R BRE
EEREERBEEREMAEEIND
T AEREEEMBARMEE:

Average liquidity ratio
for the first six
49.2%

39.4%

months ended

The average liquidity ratio for the period includes the
liquidity positions of all overseas branches, Hong Kong
offices and financial subsidiaries in its calculation, which is
the basis of computation agreed with the HKMA, and has
been computed in accordance with the Fourth Schedule to
the Hong Kong Banking Ordinance.
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b) EFRER-TRAW

BEFERZTRBRIREZFER AR

DR RRRER R E

(b) ADVANCES TO CUSTOMERS - BY INDUSTRY SECTORS

The information concerning advances to customers by industry

sectors has been classified according to the usage of the loan

and is stated gross of any provisions.

~2P=F % Sk
~B=+H TZA=+—-H ZB&
30th June, 2003 31st December, 2002  Change
%
EERERCER Loans for use in Hong Kong
T¥ BExhed Industrial, commercial and financial
-MEER - Property development 356,018 441002 -19.3
-MERE - Property investment 6,229,587 6,064,948 27
- HE - Financial concerns 554,431 606,082 -85
-RE&LR - Stockbrokers 141,885 245272 -422
~HERTER - Wholesale and retail trade 713,240 746442 -45
—BlE% - Manufacturing 779,217 814,887 -44
-BRREHRE - Transport and transport
equipment 2,005,771 1,967,964 19
-BREBBER - Share financing 180,586 206776 -12.7
—Hft - Others 2,545,136 2656110 42
EUN Individuals
-BEIREREE] [LARE2RE - Loans for the purchase of flats in
EXfE RIMEEAEHE BT the Home Ownership Scheme,
ZER Private Sector Participation
Scheme and Tenants Purchase
Scheme 621,380 658,613 -5.7
-BEEMGEENEZER - Loans for the purchase of other
residential properties 9,675,115 9,544,144 14
—-EREER - Credit card advances 257,838 30711 -17.0
—Hft, - Others 2,432,133 2767306 -12.1
HAmE Trade finance 1,697,482 1,670,226 16
EEFRLUNMERCER Loans for use outside Hong Kong
-2 - Macau 3,612,422 3,533,947 22
—Hfty - Others 2,339,314 2,182,870 7.2
34,141,555 34417300 -08

34



0 ERER FETERREBHMERZ (c) ADVANCES TO CUSTOMERS, NON-PERFORMING LOANS

kR AND OVERDUE ADVANCES - BY GEOGRAPHICAL AREA
HEABEERNERSHFOMEM I The geographical information has been classified by the location
EERBRRERRZ —RME £ FiiE of the counterparties after taking into account any risk transfer.
AT TERRER: BHERNEREST In general, such transfer of risk takes place if the claims are
X HEFAEMHBRN—FER K guaranteed by a party in a country which is different from that
ZEENBITHRERBRITNEINI1T of the counterparty or if the claims are on an overseas branch
MZBTHBR BRI IEFERZZEFH of a bank whose head office is located in another country.
FT7EM
—ZZE=§XA=1+H

30th June, 2003

BE={EA

A EZzER

HEPEX TEITER Advances

Total Non- overdue

advances performing for over

to customers loans three months

BE Hong Kong 28,859,270 901,185 725,692
R Macau 3,765,392 232,443 218,953
YN People's Republic of China 504,402 8,935 -
A Others 1,012,491 2,020 2,020
34,141,555 1,144,583 946,665

—ETE-F+ZHA=1+—H
31st December, 2002
BEI = {8 A

A EZER

BEPER TRITER Advances

Total Non- overdue

advances performing for over

to customers loans three months

N Hong Kong 29,295,688 782,028 487,981
R Macau 3,654,356 135,726 227,861
REE AR ZEAE People's Republic of China 481,998 3,659 2,020
HAf Others 985,258 1,372 1,372
34,417,300 922,785 719,234
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(d BRRETERMZEE (d) OVERDUE AND RESCHEDULED ASSETS
() BHRETERHCER (i) Overdue and rescheduled advances
—EBE-HF 2T F
~A=+H +-A=+—H
30th June, 2003 31st December, 2002
hWERERE HEZEEE
2B 2B
S8 % of total &5 % of total
Amount advances Amount advances
BEBRBHCEFER Gross advances to customers
which have been overdue for
“BALEEAEA 6 months or less but
over 3 months 442,993 1.30 192,245 0.56
NEANKEE—F 1 year or less but over
6 months 196,167 0.57 293,415 0.85
—FEF Over 1 year 307,505 0.90 233,574 0.68
946,665 2.77 719,234 2.09
FEEAReRE Amount of collateral held 714,209 796,416
EEREREE Secured balance 672,243 542,165
BEERETEE Unsecured balance 274,422 177,069
R ER Specific provisions 225,269 167,168
EEERBEFPER Rescheduled advances 106,329 0.31 316,455 092

RZEZ-F+=-FA=+ There were no advances overdue for over 3 months and rescheduled advances to
—BRZZEZ=F,"A= banks and other financial institutions on 30th June, 2003 and 31st December,
+H XEEETFRITA 2002

EREM S REE KA

R EBH=EA N ER

BERRBMZER
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d BHREETERHMZEE &) (d) OVERDUE AND RESCHEDULED ASSETS (Continued)

(i) HttBHIEE (i) Other overdue assets
—SE=§ ZTETCF
~A=+H +-A=+—H
30th June, 2003 31st December, 2002
{ %H#ﬁ 1 %%HM%
Debt B HRE Debt B ZRIE
securities Trade bills securities Trade bills
ERHCEMEE Other assets which have been
overdue for
“@ANEENER 6 months or less but
over 3 months 32,168 - - 2,328
NERANLEE—F 1 year or less but over
6 months - 1,464 - 668
—FF Over 1 year - 1,569 - 1,569
32,168 3,033 - 4,565

() BURETERNEREFBITER (¢) THE RECONCILIATION BETWEEN OVERDUE AND

ZHIE® RESCHEDULED LOANS AND NON-PERFORMING LOANS
—B2=H —EEF
~AB=+H +-A=+—H

30th June, 2003  31st December, 2002

ERM=EANELZEFERR Gross advances to customers
ETEXBER: and rescheduled loans
which have been overdue
for over three months:
ERH=-EANLEZEFER Gross advances to
customers which
have been overdue

for over three months 946,665 719,234
BFERHZER Rescheduled advances 106,329 316,455
1,052,994 1,035,689
HoBH=EA N EEDRF Less: Loans overdue over 3 months
BZEH and on which interest is
still being accrued (90,979) (231,630)
MBH=EAIATEERNE Add: Loans overdue for 3 months or
EBRAERESIEELR less and on which interest
FMEZER is being placed in suspense
or on which interest accrual
has ceased 182,568 118,726
TETEREF Total non-performing loans 1,144,583 922,785
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(H WEHE (f) REPOSSESSED ASSETS
—EZT=F —TT-F
~B=+H +-A=+—H
30th June, 2003 31st December, 2002
EPERABREZREEE Repossessed assets included
in advances to customers 220,093 295,164
9 BE{RE (g) CROSS-BORDER CLAIMS
BIREEERNERZHFOMEH I The information concerning cross-border claims has been
EERBRRERRZ —RME £ NiiE classified by the location of the counterparties after taking into
ATAERRR FRERNEEEST account any risk transfer. In general, such transfer of risk takes
X HEFAEMABERN—FER K place if the claims are guaranteed by a party in a country which
ZERNBITHREXRTNEIND T is different from that of the counterparty or if the claims are on
MR TR B BRI FERN R HEFH an overseas branch of a bank whose head office is located in
FTiEH o another country.
—EZ-FXA=+H
30th June, 2003
RITRIER
Hip o mlE
Banks and NEWE
other financial  Public sector Hih FR
institutions entities Others Total
P Macau 480,434 - 3,780,515 4,260,949
hEE AR People's Republic of China 916,035 3,720 495,218 1,414,973
H KR Other Asia Pacific 3,036,047 - 1,197,108 4,233,155
EJe United States 1,432,177 714,440 991,218 3,137,835
HEipmERIEERR Other North and South American
countries 1,043,550 - 44,322 1,087,872
R R IEM Middle East and Africa 5,853 - - 5,853
=5 Germany 3,193,556 - - 3,193,556
EH United Kingdom 2,872,534 - 121,424 2,993,958
H A BUM B R Other European countries 4,813,990 - 550,635 5,364,625
17,794,176 718,160 7,180,440 25,692,776
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(9)

BiRRAE (2

(9)

CROSS-BORDER CLAIMS (Continued)

—ERF+A=1+—H

31st December, 2002

R P
PEARAME
Hfpss A&

XE
HEiRxRIEXBER

BEVED)
G
RE
HiBUNBE R

R R

Macau

People's Republic of China

Other Asia Pacific
United States

Other North and South American

countries
Middle East and Africa
Germany
United Kingdom
Other European countries

{ERISNE B F R B R B IR AR
FIRASNEFRBEIEBILR RAREN
BAZ TSN L BIEHEKE-

(h)

RITAER
Hit & ikt
Banks and NEERE

other financial  Public sector Hity BE
institutions entities Others Total
335,636 - 3,671,409 4,007,045
515,187 19,899 539,389 1,074,475
3,075,500 - 739,043 3,814,543
1,153,954 511,276 406,369 2,071,599
1,513,776 - 72,752 1,586,528
3,028 - 921 3,949
3,113,626 - - 3,113,626
2,477,894 - 117,643 2,595,537
4,327,862 - 510,331 4,838,193
16,516,463 531,175 6057857 23105495

CURRENCY RISKS

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.

HERBEET

REEE
HEAR
EHEA
EHE
MR

In millions of HK$ equivalent

Spot assets

Spot liabilities
Forward purchases
Forward sales

Net option position

Net long positions

—ZE=§ ZTETC-F

XAZ+H +=A=+-A
30th June, 2003 31st December, 2002
ey Gk ETT 1B
US$ Total Us$ Total
14,905 24,347 13,158 21,212
(13,134) (22,463) (11,855) (19,903)
3,331 3,975 4,487 5,029
(3,794) (4,451) (5,619) (6,094)
(780) (780) - -
528 628 17 244
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(h)

40

RiEEkE (&) (h) CURRENCY RISKS (Continued)
—EZ-FXA=+H “EE-F+-A=1—H
30th June, 2003 31st December, 2002
RP pdukd

BERBEAT In millions of HK$ Macau e k] Macau e ke

equivalent Patacas Us$ Total Patacas US$ Total
HEEEEREE Net structural positions 419 136 555 424 136 560
RIzER () MANAGEMENT OF RISKS

$EIE%HEE&%&EF RAER Rz
HEERR RBES EARMSZEE:
IE‘Hi?QT&é?H ZEeREERGE
i@%%@iﬁﬁﬁﬁ Wuﬁ@%&é 8
iz ARRIZ IR MR T e /F A B -

(i)

ERERER
EERBRFERR 24 F Rt

EPE A REARENER f’f%ra?&
B WE METAREMERB-ESR
SERBEAARITEFERITHAR
EXENREZEGURTEER
REE-

EERMREEZBUNEMES &
BEREERRNERARETRBRE
B RN E R - AEENEE
BREE TR T EENER EEH
BHERNER SRS BERHRE
EEEER  WRE(BARRITEEBD
EEECREREBDELOES K
THRBEERBHEDBER-

EFEEPHRZHTFHEERR
B BARREEPARFEFHEM
B EEERR At IR RE
HNARBEFENS RAEENER
ERRZE-1E E‘EEEPF&% FAEE A
FEEHNGNEE PIREEAE
W%F’ZEK%EH 2R

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

(i) Credit risk management

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

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

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

MANAGEMENT OF RISKS (Continued)

0]

(ii)

Credit risk management (Continued)

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

Liquidity management

The Group manages the liquidity structure of its assets,
liabilities and commitments so as to ensure that all Group
operations can meet their funding needs and that the
statutory liquidity ratio is complied with. As disclosed in
note (a) above, the Group's average liquidity ratio of 49.20%
for the first half of 2003 is well above the statutory
minimum ratio of 25%.

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

Adequate standby facilities are maintained to provide
strategic liquidity to meet unexpected and material cash
outflow in the ordinary course of business.

(iii) Capital management

The Group's policy is to maintain a strong capital base to
support the development of the Group's business and to
meet the statutory capital adequacy ratio. As disclosed in
note (a) above, the Group's unadjusted and adjusted capital
adequacy ratio of 17.0% as at 30th June, 2003 is well
above the statutory minimum ratio of 8%.

Capital is allocated to the various activities of the Bank
depending on the risk taken by each business division.
Where the subsidiaries are directly requlated by other
regulators, they are required to maintain minimum capital
according to these regulators' rules. Certain financial
subsidiaries, as specified by the HKMA, are subject to the
HKMA's capital requirements for its requlatory supervision
purposes.
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(i) MANAGEMENT OF RISKS (Continued)
(iv) Market risk management

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

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

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

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

(j) COMPARATIVE FIGURES
In preparing this unaudited supplementary financial information,
certain comparative figures have been restated in accordance
with the revised SSAP 12.
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INTERIM DIVIDEND

The Directors are pleased to declare an interim dividend of HK$0.37
per share, to be paid on Monday, 15th September, 2003 to
shareholders whose names are on the Register of Members on 4th
September, 2003.

CLOSING OF REGISTER OF MEMBERS

The Register of Members of the Bank will be closed from Monday,
1st September, 2003 to Thursday, 4th September, 2003 both days
inclusive, during which period no transfer of shares can be registered.
In order to qualify for the above dividend, all transfers accompanied
by the relevant share certificates must be lodged with the Bank's
Registrars, Computershare Hong Kong Investor Services Limited, Shops
1712-1716, 17/F, Hopewell Centre, 183 Queen's Road East, Wanchai,
Hong Kong, for registration not later than 4:00 p.m. on Friday, 29th
August, 2003.

SUBSTANTIAL SHAREHOLDERS' INTERESTS

As at 30th June, 2003, save as mentioned under the section headed
"Directors’ and Chief Executive's Interests”, the Substantial
Shareholders of the Bank according to the Register of Substantial
Shareholders' Interests and Short Positions were as follows:

Fr#5 B8 Number of shares

BNY International Financing Corporation

CGEERTTEEL BN E R

73,800,000

A wholly owned subsidiary of The Bank of New York Company, Inc.)

The Capital Group Companies, Inc.

Po Ding Company Limited (R EEB R 2 7))
YKF Trustee Holding Inc.

Tessel Inc.

(1 2BROBAFTRE BEELE BEELEE [T
EERRAREMALRAERZZEAC

BE-—BR-AARFNAZTZRIT 2K
B 1% ' BNY International Financing Corporation * )55
BWELE BEELE REABRDAE YK
Trustee Holding Inc X REEX AR A RIAEIR

BARTEETROELBIZ=TLHEZ
b PRI IR R 8 27 SR B IR SEXVER 5+ BA
FRBREE B #AR R 110085,1880 AR R 1T X
PR -

P2 HEFEARR - BERNRITRBES
MEEEHIE336EMR 2 T EMERER A

BERM R_EZ=FA=+H TEAXE
4o

23,127,820
(1) 24,156,000
(1) 24,098,400
(1) 10,639,200

(1) All shares are held through the corporations in which Messrs Patrick Y B Fung,
Michael Y S Fung and Louis C W Ho's spouse together with the other parties
are eligible beneficiaries.

Pursuant to a shareholders' agreement dated 22nd August, 1996,
BNY International Financing Corporation, Messrs Patrick Y B Fung
and Michael Y S Fung, Po Ding Company Limited, YKF Trustee Holding
Inc. and Majestic Investment Company Limited agree to retain joint
control over an aggregate of 37.5% of the share capital of the Bank.
According to Part XV of the Securities and Futures Ordinance ("SFO"),
the parties are, therefore, each deemed to be interested in 110,085,188
shares of the Bank.

All the interests stated above represent long positions. As at 30th
June, 2003, no short positions were recorded in the Register of
Substantial Shareholders' Interests and Short Positions required to be
kept under section 336 of the SFO.
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E%&ﬁl’&ﬁﬁ&ﬁ DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS
BEEZERITH ﬁ%¥ REEBRM &F As at 30th June, 2003, the Directors' and Chief Executive's Interests
ERITH ﬁﬁ’\_ TE=FRA=THEFAR in the share capital of the Bank according to the Register of Directors'
RITRAZ RN T and Chief Executive's Interests and Short Positions were as follows:
FT#5 A% 2 Number of shares
jeE Name {E A Personal K E Family HAtb Other & & Total
TR Patrick Y B Fung 2,982,000 - 130,000 (1& 3) 3,112,000
FxRE Frank J Wang . . 100,000 (1) 100,000
HiEE Michael Y'S Fung 3,060,000 - 100,000 (1& 3) 3,160,000
(& Louis C W Ho 124,000 60,000 100,000 (1) 284,000
ZTHE Simon K'Y Lee - - 218,800 (2) 218,800
2E e Ambrose H C Lau 101,500 - - 101,500
wFE Ho Soo Ching 10,000 - - 10,000
MisE: Notes:

() EBFFEARB-NAAZFAANRBBZRMIE
AR R TEERTRAERRE THERLER

(1)

The Board approved the granting of certain share options to Directors and
Executives of the Bank, pursuant to the Share Option Scheme adopted on 9th

T R RE June, 1993, and the following Directors have accepted the following options:
RTRREZ 1110 EAfA] EEE
mE A Exercise Period Option price

No. of shares in AT HH 2 z (&)
e Name options Date granted From To HK$
5 S5, Patrick Y B Fung 50,000 10/03/2001 10/03/2002 09/03/2011 $23.60
40,000 15/03/2002 15/03/2003 14/03/2012 $26.30
40,000 14/03/2003 14/03/2004 13/03/2013 $26.50
TRE Frank J Wang 40,000 10/03/2001 10/03/2002 09/03/2011 $23.60
30,000 15/03/2002 15/03/2003 14/03/2012 $26.30
30,000 14/03/2003 14/03/2004 13/03/2013 $26.50
A Michael Y S Fung 40,000 10/03/2001 10/03/2002 09/03/2011 $23.60
30,000 15/03/2002 15/03/2003 14/03/2012 $26.30
30,000 14/03/2003 14/03/2004 13/03/2013 $26.50
ERE Louis C W Ho 40,000 10/03/2001 10/03/2002 09/03/2011 $23.60
30,000 15/03/2002 15/03/2003 14/03/2012 $26.30
30,000 14/03/2003 14/03/2004 13/03/2013 $26.50
2 ZEROBATRE TEELEEHEEZLRA=S (2)  Such shares were held through a corporation in which Mr Simon K Y Lee
N EREE-R_ZZ_F=H" EZ%EH%QE@ controlled more than one-third of the voting power and were transferred in
BTRGETEERE MAERZZRARTHE March 2002 to a family trust in which Mr Simon K Y Lee's spouse is an eligible

BEXAe beneficiary.

(3) IBEEAERBEELEMBEZEZHRN KRR (3)  All shares and options held by Messrs Patrick Y B Fung and Michael Y S Fung

REBER LT ERTERMARRIBRE
110,085,188f% A

R EXFTSN R_EF=FRA=TH RE
BrRMEGHENVE D SES THRARK
EAEBACBERNRRIT AR QR 2R
Wﬁﬁﬁ’r&i%ﬁé’w

L2 RSO R/RB-RERARITERBES

&Hﬂfﬂﬂﬁﬂ%%ﬂwﬁﬁ § 2 EERITHBHE
D MARERM R_ZEZ=FA=+H U
,\\\/J()E'. ?Eﬁ

44

are parcel of the 110,085,188 shares of the Bank under the shareholders'
agreement as mentioned in the section headed "Substantial Shareholders'

Interests"”.

Save as disclosed, none of the Directors, the Chief Executive and
their associates had any other beneficial interests in the securities of
the Bank or any of its associated corporations (within the meaning
of Part XV of SFO) at 30th June, 2003.

All the interests stated above represent long positions. As at 30th
June, 2003, no short positions were recorded in the Register of
Directors' and Chief Executive's Interests and Short Positions required
to be kept under section 352 of the SFO.
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SHARE OPTION INFORMATION

Pursuant to the approved Share Option Scheme, the directors are
authorised, at their discretion, to invite certain executives, to take up
options to purchase ordinary shares in the Bank as incentive to them.
The maximum number of shares in respect of which options may be
granted under the Share Option Scheme may not exceed 5% of the
issued share capital of the Bank as at the date of approval of the
scheme. Prior to 1st September, 2001, the option price was 80% of
the average last dealt price on The Stock Exchange of Hong Kong
Limited ("SEHK") on the five business days immediately preceding the
date of offer of such options. After 1st September, 2001, the option
price should be at least the higher of:

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

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

The options must be held for at least one year and can be exercised
between the first and the tenth anniversaries of the date of grant.
The amount payable on acceptance of the share option was HK$1.
The share option scheme was terminated on 24th April, 2003 and
replaced by a new share option scheme for a period of 10 years with
amendments which are complied with Chapter 17 of the Listing
Rules. The maximum number of shares in respect of which options
may be granted under the new Share Option Scheme may not exceed
5% of the issued share capital of the Bank as at the date of approval
of the scheme. At 30th June, 2003, total number of ordinary shares
available for issue under the new Share Option Scheme is 14,678,000
or 5.0% of the issued share capital of the Bank.
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SHARE OPTION INFORMATION (Continued)

At 30th June, 2003, the directors and employees of the Bank had the
following interest in option to purchase for the shares of the Bank
(market value per share at 30th June, 2003 is HK$28.65).

Bin iR

RE eI —A
BY¥Rez <ZBBINE
BRmE FHURHE

Market Weighted
BTz value per  average closing
S share at  price per share
B8 E BSuEE No.of REE(E date of at preceding
No. of shares No. of shares BT A shares Option grant of day before
30/06/2003 31/12/2002  Date granted  exercised price options exercise date
HK$ HK$ HK$
E Directors

5 SR, Patrick Y B Fung - 30,000 10/03/1994 30,000 14.83 18.25 27.20
50,000 50,000 10/03/2001 - 23.60 29.00 -
40,000 40,000  15/03/2002 - 26.30 26.30 -
40,000 - 14/03/2003 - 26.50 26.50 -
IxE Frank J Wang 40,000 40,000 10/03/2001 - 23.60 29.00 -
30,000 30,000 15/03/2002 - 26.30 26.30 -
30,000 - 14/03/2003 - 26.50 26.50 -
BEE Michael Y 'S Fung - 24000  10/03/1994 24,000  14.83 18.25 27.20
40,000 40,000 10/03/2001 - 23.60 29.00 -
30,000 30,000 15/03/2002 - 26.30 26.30 -
30,000 - 14/03/2003 - 26.50 26.50 -
&R Louis C W Ho - 24,000  10/03/1994 24,000  14.83 18.25 27.20
40,000 40,000 10/03/2001 - 23.60 29.00 -
30,000 30,000 15/03/2002 - 26.30 26.30 -
30,000 - 14/03/2003 - 26.50 26.50 -
HifEE  Other Employees - 24,000  10/03/1994 24,000  14.83 18.25 27.20
210,000 210,000 10/03/2001 - 23.60 29.00 -
160,000 160,000  15/03/2002 - 26.30 26.30 -
160,000 - 14/01/2003 - 25.80 25.70 -

960,000 772,000 102,000

ERECRRERTERNTSERE 7K —
NNME=R+BARTRBEZRBEERR
—NWNtERRZRZE—MABRMARAEE
B - —EE=F—A+HBR=ZET=
F=A+MBMKRTREE BEERAHED
- HRTHEEREXN G NETAS
BB T B 424T AR A AT
ZHIE:
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The share options granted are not recognised in the accounts until
they are exercised. The option price of share options granted on 10th
March, 1994 for HK$14.83 was after adjustment of one for five
bonus issue in May 1997. The value per option granted on 14th
January, 2003 and 14th March, 2003 are estimated at the dates of
grant using the Black-Scholes pricing model were HK$5.11 and
HK$4.24 respectively. The assumption used are as follows:
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SHARE OPTION INFORMATION (Continued)

—EE=-F —EE=F
—A+mH = A+mH
BT 2 R BT 2 Rk

Option granted on
14th January, 2003

Option granted on
14th March, 2003

ERRAE (FDE) Risk-free interest rate (0%) 4.65 4.40
BHBMER (F) Expected life (in years) 10.0 10.0
BiE (BDX) Volatility (%) 21.69 17.47
BHREX (ADXR) Expected dividend yield (9%o) 3.92 3.92

75— F M B R ARG B AR
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ZAFEE I LR EBRERA T
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EAAB BMEEBBRRBBEZAEL QT
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HREEHTRZ S
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ZETERBFEATNMBRE R AMEILE
fEe

FHERS
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BE HEXROLITES
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ASEETMHELARTEBEE HEgELRAX
RIT 2B e

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

COMPLIANCE WITH THE CODE OF BEST PRACTICE

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

AUDIT COMMITTEE

The Audit Committee of the Bank was formed in 1992. The Committee
meets three times a year and its composition is shown on page 2.
The Audit Committee is answerable to the Board and the principal
duties of the Committee include the review of the Bank's financial
reporting and internal controls.

COMPENSATION COMMITTEE

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

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
There were no purchases, sales or redemptions by the Bank, or any of
its subsidiaries, of the Bank's shares during the six months ended
30th June, 2003.
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INTRODUCTION
We have been instructed by the Bank to review the interim financial
report set out on pages 8 to 31.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS
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.

It is our responsibility to form an independent conclusion, based on
our review, on the interim financial report and to report our conclusion
solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

REVIEW WORK PERFORMED

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

REVIEW CONCLUSION

On the basis of our review which does not constitute an audit, we
are not aware of any material modifications that should be made to
the interim financial report for the six months ended 30th June,
2003.

KPMG
Certified Public Accountants

Hong Kong, 14th August, 2003
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