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FINANCIAL HIGHLIGHTS (UNAUDITED) [
= BE  RREGET
—F2nE :;ﬁ%:i Profit Attributable to Shareholders
RA=+H ~NA=T1H o
(E##%7T) EXEA  IEAEA Pt
For the six months ended
(HK$ Million) 30 June 2004 30 June 2003
iR 50 P& 15 i
Profit attributable to shareholders 199 52
FEHRE (FR)
Interim dividend (per share) 6.00 cents 4.00 cents
Rl ¥ NEETES
Return on average equity 10.93% 2.86%
T A B
Return on average assets 1.11% 0.35%
BEFEREE
—EENFE —TT=F Gross Advances to Customers
(F#%T) XA=+H ~A=+A N
Asat  Asat (resn
(HK$ Million) 30 June 2004 30 June 2003
HEE
Total assets 41,449 30,688
Advances to customers
less reserves 16,201 15,374
BERPERRTHES
Customer deposits and
medium term funding 32,198 26,325
REE®
Shareholders’ funds 3,602 3,718 %)Eﬁ?ﬂ&q:'ﬁﬂﬁ%
RICFBE N L& Customer Deposits
Unadjusted capital adequacy ratio 18.82% 19.95% and Medium Term Funding (,(_,:;iﬁg
NABTFERBDES L E
Liquidity ratio
(average for the month) 70.85% 61.78%
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SHAREHOLDERS
75% — Fubon Financial Holding Co., Ltd.
25% — Public

SOLICITORS
Clifford Chance
Slaughter and May

AUDITORS
KPMG

COMPANY SECRETARY

Ivan Young

REGISTERED OFFICE
International Bank of Asia Building
38 Des Voeux Road Central

Hong Kong

BOARD OF DIRECTORS

Ming-Hsing (Richard) TSAI

Chairman - International Bank of Asia Limited

Vice Chairman and Co-Chief Executive Officer
— Fubon Financial Holding Co., Ltd.

Chairman — Fubon Life Assurance Co., Ltd.

Chairman — Fubon Asset Management Co., Ltd.

Vice Chairman - Taiwan Cellular Co., Ltd.

Ming-Chung (Daniel) TSAI
Vice Chairman — International Bank of Asia Limited
Chairman and Co-Chief Executive Officer

— Fubon Financial Holding Co., Ltd.
Chairman — Fubon Commercial Bank Co., Ltd.
Vice Chairman - Taipeibank Co., Ltd.
Chairman — Taiwan Cellular Co., Ltd.
Chairman — Taiwan Fixed Network Co., Ltd.
Chairman - TransAsia Telecom. Inc.
Chairman — Fubon Land Development Co., Ltd.

Jin-Yi LEE
Managing Director and Chief Executive Officer
— International Bank of Asia Limited
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Bachar SAMRA
Executive Vice President — International Bank of Asia Limited
Chairman — IBA Credit Limited

Wing-Fai NG
Senior Executive Vice President and Chief Strategic Officer
— Fubon Financial Holding Co., Ltd.

Victor KUNG
Senior Executive Vice President and Chief Financial Officer
— Fubon Financial Holding Co., Ltd.

Jesse DING
President — Taipeibank Co., Ltd.

Robert James KENRICK

Moses K. TSANG

Chairman and Managing Partner — Ajia Partners

General Manager and Partner of EC Investment
Services Limited

Hung SHIH

SENIOR MANAGEMENT

Jin-Yi LEE 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
Horace FAN Executive Vice President

and Treasurer
Executive Vice President
— Support Group

Michael CHANG
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REVIEW OF 2004 INTERIM PERFORMANCE
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HONG KONG AND CHINA ECONOMIC
OVERVIEW

After six years of economic hardship, Hong Kong has set
out on the road to recovery. The spill over from China‘s
strong economic growth, the benefits of Closer Economic
Partnership Arrangement (“CEPA"”) and other measures
adopted by the Chinese government to promote business
in Hong Kong, especially the individual traveler scheme, a
rebound in domestic demand, and good performance in
external trade have combined to restore confidence.
Whereas a year ago the community was struggling with
the SARS crisis, the first half of 2004 has seen a 28%
increase in property prices, retail sales up by 13%, 142%
higher turnover on the stock exchange, and a 15% rise in
total exports. Unemployment remains high by historical
standards at 6.9%, but has fallen from its high of 8.7% in
July 2003.

GDP expanded by 6.8% in the first quarter of 2004 to
HK$369 billion, the fastest pace in more than three years,
and up from 4.9% in the fourth quarter of 2003. Private
consumption, which increased by 5% year-on-year, and
exports of goods and services, which rose 14.8% and
13.7% respectively, were the key drivers. The Government
predicts 6% growth for the full year. Deflation, which
emerged in November 1998, continues on a year on year
basis, but statistics show that prices have begun to rise on
a month on month basis.

The Chinese economy continued to surge in 2004, with
first quarter growth of 9.8% and second quarter growth
of 9.6% year-on-year. Fixed asset investment, particularly
in infrastructure and the steel and cement industries, drove
economic growth well above the Government's target of
7%. The challenge in China is to engineer a soft landing,
maintaining sustainable growth and avoiding dislocations
in China, Hong Kong and the rest of Asia.
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EAETEFBEAYENS —M@EZE  The other key variable that Hong Kong faces in the second

o REEBAHERREMNEBRA

BEERMMBERANTE - WA
BRI SRR ER B - BN T 255K
BEE1.25%  FARRRIR R NEM L -
BLHREETEHEAEENEELR
ERARWZE -

BEENTDER - BREFFRAN
REEBEBEEEHFHRLEE  H
RER-TTIF ¥ FEEBNEL
R o WA FEEIE NN279.6%ZE — BN
FANEBNTEEL - B S FEINEE
BIE  FANBERALEFLTINEZRE
:EtJr%i%ﬁ ERWAEINT.3%
—EBAE—TEBT MEHFKZ
7TH1?%'=844%t‘¢5§hﬂF/\§ +&%
T o BB BB ERM75.9%E =T
E£+%?§m JEEAH R S Y EE
a2k %ﬁﬁfyy_gAﬁﬁﬁ
HAT-EB=TEETHME M=
Tmit#ﬂﬁz@%%qu*?nﬁ
ANHEBTRE - EELTERA.4%
ENH—+EEST c MEREIRE
ME—EAAN+ BT  EEHER
EIN+EEBTHEET  BEER
EH4SRE=ZA—TNESITT ER
ﬁ%%%rﬂﬁ+A%%E°

FHRAPRCEBLHAR _TT=F
BERENMER - ERF KRS HEER
BEMT ZTEMEB—FKR H&ﬁ
TR Z 4% o B EEREUE 2 3R 0%

HEMOMEERES - i‘a‘buéuu
HERE - K?fﬂ?bﬂ%ﬁﬂP/J\i‘lﬁﬁﬁ
BEER BB EREAS  BIE

half is the impact of rising interest rates as the U.S. Federal
Reserve addresses possible inflation. In June, the discount
rate was increased by 25 basis points to 1.25%, the first
rise in four years. Additional increases are expected, and it
is hoped that this will not have a heavy impact on the still
recovering economy in Hong Kong.

IBA PERFORMANCE

IBA was well positioned to take maximum advantage of
the rebound from SARS, and these steps paid handsome
dividends in the first half of 2004. Net income increased by
279.6% to HK$198.8 million. Increases were achieved
across the board, with net interest income up 4.7% to
HK$303.7 million, fee income rising by 11.3% to HK$109.1
million, and gains on securities up 84.4% to HK$96.3
million. Loan loss provisions declined by 75.9% to HK$24.5
million. Whereas the negative effect of SARS on real estate
values caused a write-down of HK$62.3 million in June
2003, there was a gain of HK$29.6 million on repossessed
property in the first half of 2004. Total assets jumped
9.4% to HK$41.4 billion, with loans rising to HK$16.2
billion. Customer deposits, including HK$1.6 billion of
retail certificates of deposits, rose by 4.8% to HK$31.9
billion, led by HK$1.7 billion increase in the fixed deposit.

SARS brought the Hong Kong economy to a halt in the
spring of 2003, drying up loan demand, driving down
property prices, halting retail sales and putting the stock
market on hold. IBA responded by introducing new wealth
management products and increasing the delivery channels
for the products. The Bank also increased its penetration
of the SME segment, adding marketing officers and
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developing new offerings specifically designed to meet the
needs of the backbone of Hong Kong industry. The bank’s
Hire Purchase and Leasing Division maintained its market
leading position, growing the portfolio steadily. Our
innovative deposit products and programs increased low
cost deposits to 33.4% of total customer deposits, helping
to reduce our cost of funds. IBA was also the first bank to
introduce risk-based pricing for credit cards and consumer
loans, with advertising dollars invested to expand the
customer base.

Additional enhancements in risk management and the
improving economy combined to cut provisions by half.
The commencement of the consumer credit agency assists
the bank in making more informed credit decisions, and
we look forward to the introduction of the commercial
credit reference agency later this year.

Jin-Yi LEE
Managing Director and Chief Executive Officer

Hong Kong, 10 August 2004
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LR Ming-Chung (Daniel) Tsai
£ B Ming-Hsing (Richard) Tsai
TTE Jesse Ding

BX1T Victor Kung
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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 2004.

COMPLIANCE WITH THE CODE OF BEST
PRACTICE

No director of the Bank is aware of information which
would reasonably indicate that the Bank is not or was not
in compliance with the Code of Best Practice, as set out by
The Stock Exchange of Hong Kong Limited in Appendix 14
to the Listing Rules at any time during the six months
ended 30 June 2004.

In addition, the unaudited interim financial statements on
pages 12 to 50 together with the unaudited supplementary
financial information on pages 51 to 74 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’ AND CHIEF EXECUTIVE'S
INTEREST AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

EACERSREAE-AHBLERY

Ordinary shares in Fubon Financial of NT$1 each

HEHET

ERESE KREZEIH

Total Percentage

A & number of of total

Personal Corporate shares held  issued shares

173,876,661 1,538,571,000"  1,712,447,661 20.75

153,290,280  1,538,571,000"  1,691,861,280 20.50

2,111,531 - 2,111,531 0.03

855,571 - 855,571 0.01
Note:

(1) 1,538,571,000 shares were held through corporations in
which Mr Ming-Chung (Daniel) Tsai, Mr Ming-Hsing (Richard)

Tsai and other Tsai family members have beneficiary interests.

Fubon Financial Holding Co., Ltd. (“Fubon Financial”) is
the ultimate holding company of the Group.

SORFNAER MR o WO O i o RN A 7
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Apart from the foregoing, none of the directors and chief
executive of the Bank or any of their spouses or children
under eighteen years of age has interests or short positions
in the shares, underlying shares or debentures of the Bank,
any of its holding company, subsidiaries or fellow
subsidiaries, as recorded in the register required to be kept
under section 352 of the Securities and Futures Ordinance
or as otherwise notified to the Bank pursuant to the
Model Code for Securities Transactions by Directors of
Listed Companies.

SUBSTANTIAL SHAREHOLDERS AND
OTHER PERSONS

As at 30 June 2004, the register of substantial shareholders
showed that the Bank had been notified of the following
interests, being 5% or more of the Bank’s issued capital.

BREE-ET oy
EER®D Rl
Percentage
Ordinary shares of of total
HK$1 each shareholding
ERXcRERROBRA Fubon Financial Holding Co., Ltd. 879,120,000 75
FEAR RBIRAT J.P. Morgan Chase & Co. 60,108,000 5
= Directors
REBE_ZTTNFA=1+HLME  The directors in office during the six months ended 30
AHARAREREBEBR I ES June 2004 and at the date of this report were:
EHE (RZZEME-_ATABHZE) Ming-Hsing (Richard) Tsai (Appointed on 16 February 2004)
ZHR (RZZEME-_ATABHZE) Ming-Chung (Daniel) Tsai (Appointed on 16 February 2004)
ZER (EA TME-RTAHEER) Moses Tsang (Appointed on 16 February 2004)
RE (RZZEME-ATABRER) Hung Shih (Appointed on 16 February 2004)
RER (RZZEME-A+ABHZME)  Wing-FaiNg (Appointed on 16 February 2004)
EXfT (RZZZWE-ATABHZME)  Victor Kung (Appointed on 16 February 2004)
TR (RZZZWE_ATABKEZRE)  Jesse Ding (Appointed on 16 February 2004)
28R (RZZEWELAZTRKZME)  JinVilee (Appointed on 20 July 2004)
nE Bachar Samra
EE-L Robert James Kenrick
HELE] (R=ZZME=ANHEM) Dr. Anwar Ali Al-Mudhaf (Resigned on 8 March 2004)
FEE (R=ZZmE=AN\AEE) Poon Kwok Lim, Steven (Resigned on 8 March 2004)
BER (R f@ﬁfﬂ/\ E BT So Yiu Cho, James (Resigned on 8 March 2004)
Fissa M. Al Suwaidi (7 B Eissa M. Al Suwaidi (Resigned on 16 February 2004)
IR (3 B Guo You (Resigned on 8 March 2004)
Khalifa M. Al Kindi %; Khalifa M. Al Kindi (Resigned on 16 February 2004)
Bud (R 1) Zhou Liqun (Resigned on 8 March 2004)
EYE (E@:?fﬂitﬂ THRE) Mike M. Murad (Resigned on 20 July 2004)
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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 2004. 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 non-executive directors, a
majority of whom are independent, 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 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 the Board’s non-executive Chairman,
non-executive Vice Chairman and includes two independent
non-executive directors, reviews and approves the
remuneration of the senior officers of the Bank.
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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
in the period 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.
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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 12 to 50.

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
Statement of Standard Accounting Practice 25 “Interim
Financial Reporting” issued by the Hong Kong Society of
Accountants and the relevant provisions thereof. 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 30 June 2004.

KPMG
Certified Public Accountants

Hong Kong, 10 August 2004
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CONSOLIDATED INCOME STATEMENT 154

HE-_FZTWFENA=1+HILZNMEA Forthe six months ended 30 June 2004

B=E S

—EENEF =L =6
AA=+H ANA=+H

278 A Z < fEl A

B = TERT TET
(B#)

For the six months ended
30 June 2004 30 June 2003

Notes HK$'000 HK$'000
(Restated)
8 W A Interest income 3 472,597 473,527
B Interest expense (168,922) (183,399)
A B U A F B Net interest income 303,675 290,128
H b 258 U A Other operating income 4 109,098 98,035
&ERA Operating income 412,773 388,163
BB H Operating expenses 5 (289,288) (222,401)
s M M s A Operating profit before
4 5 F provisions and gains 123,485 165,762
BRIR R RIR 2% Charge for bad and
Gk doubtful debts (24,513) (101,715)
"ERBEER Reversal/(provision) of
RS-V net impairment losses
IEEE 2 on investments and
B (BE) assets acquired under
lending agreements 27,221 (62,322)
BiERE Total provisions 2,708 (164,037)
BiERgE RN Operating profit after provisions 126,193 1,725
HEFRFIEEE Gains less losses from
Mgz &% disposal of
e 25 Rk &5 18 non-trading securities 96,300 52,211
B& 75 Al 4 Profit before taxation 222,493 53,936
7RE Taxation 6 (23,655) (1,548)
% BRJE 1 5% ) Profit attributable to shareholders 198,838 52,388
FHREER Interim dividend of 6.00
6.0075 1Ll Hong Kong cents per share
(ZZTZE=F: (2003: 4.00 Hong Kong cents) 70,330 46,886
F A% 4.007 1)
Tk & F Earnings per share
(&) (Hong Kong cents) 7 16.96 4.47

BHNEI7EZFES0B ZIREMEERZ  The notes on pages 17 to 50 form part of this unaudited
REEZHATBHHRE 2 — 210 © interim financial report.
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EXTRACTS FROM CONSOLIDATED BALANCE SHEET =

RZFZFMFNH=1H Asat30June 2004

—EENE —ETE=F
ARA=+H +tZ-A=+—H
B & FERT F& T
As at As at
30 June 31 December
2004 2003
Notes HK$’000 HK$'000
BE ASSETS
He Cash on hand 82,534 82,367
EHES Short term funds 9 13,045,751 7,101,061
—&+={@A Placements with banks
2| HY 2 R1T maturing between one and
EEILEN twelve months 10 2,736,868 1,525,929
B EBRRERE Trade bills less reserves and
R 15 & certificates of deposit 11 339,311 392,037
EEEBRUREE Advances to customers less
reserves 12 16,200,507 15,566,432
FEETF B & Accrued interest and
Hiig B other accounts 13 971,941 1,266,361
HHRE Investments in securities 14 6,834,856 10,721,335
S RARIIRE Investment in associated
company 15 8,896 8,947
EEE Fixed assets 16 1,228,473 1,224,339
41,449,137 37,888,808

ZF U AE op
INTERIM REPORT 2004

WO OB OO T F ROA A 13
INTERNATIONAL BANK OF ASIA LIMITED



AR R AR

EXTRACTS FROM CONSOLIDATED BALANCE SHEET

RZFEWMFENHA=1H Asat30 June 2004

—EEME —ET=F
ARA=+H +t-A=+—H
B 5 TET FA& T
As at As at
30 June 31 December
2004 2003
Notes HK$'000 HK$'000
=R LIABILITIES
RITRZE R EAD Deposits and balances of
TRIEBE TR banks and other
g financial institutions 17 4,197,905 475,435
BEFER Deposits from customers 18 30,252,648 28,796,419
B EITFKE Certificates of deposit issued 19 1,945,809 2,651,647
INEESZIE Short position in Exchange
BEHEEE R Fund Bills/Notes 1,006,572 1,577,568
Himk B REE Other accounts and liabilities 13 444,633 603,568
37,847,567 34,104,637
&R RIR CAPITAL RESOURCES
& 7 Share capital 1,172,160 1,172,160
&% 17 4 (B Share premium 749,778 749,778
E] Reserves 20 1,679,632 1,862,233
R R E & Shareholders’ funds 3,601,570 3,784,171
41,449,137 37,888,808

RezeX _TTWNFNA+HE

KX RERE M -

HNEITAEFES0E 2R B MFE AR
AEERP PP B REZ — 71 o

14 o O
INTERNATIONAL BANK OF ASIA LIMITED

Directors on 10 August 2004.
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The notes on pages 17 to 50 form part of this unaudited
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 124

HE-_FZTWFENA=1HILZMEA Forthe six months ended 30 June 2004

8= BHZE
—EENMF —ET=F
~AA=1+H ~NA=+H
Z N8 A Z~EA
Bt & TER FHT
For the six months ended
30 June 2004 30 June 2003
Notes HK$°000 HK$'000
R—B—BERERA Shareholders' equity at 1 January 3,784,171 3,767,384
FBFEEEHE Realisation of revaluation
& %}?Ziﬁi surplus of non-trading
L|5Z B3 securities 20 (16,589) (2,076)
3??—:f’F°§§ﬁﬁL5§%} Net change in fair value of
ZERNFEES non-trading securities 20 (76,353) (7,732)
EERIH Deferred taxation 20 16,265 1,354
RIEW &= & A Net losses not recognised
BERZIEBEFE in the income statement (76,677) (8,454)
HRFE R Net profit for the period 198,838 52,388
HA R SR % Dividend paid during the period (304,762) (93,773)
P& TN Shareholders’ equity 3,601,570 3,717,545

HNRFE17TEEFES0E 2R B M= AZ  The notes on pages 17 to 50 form part of this unaudited
REBEZPAT B HRE 2 — 210 © interim financial report.
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Al SmEREE .
CONDENSED CONSOLIDATED CASH FLOW STATEMENT

HE-_FZTWFENA=1+HILZNMEA Forthe six months ended 30 June 2004

BE HnE
—sEmE  —TT=F
ARA=tH NA=+H

2 {88 27 M8 A
TR THT

For the six months ended
30 June 2004 30 June 2003

HK$'000 HK$'000

EXEHCHS Net cash inflow/(outflow) from

A GRH)F%  operating activities 6,437,496 (7,053,079)
KREGESHZ2RE Net cash outflow from

i F investing activities (33,104) (11,356)
REEIEE Al 2 Net cash inflow/

BERA (outflow) before

O i) 2 financing activities 6,404,392 (7,064,435)
Rt&TEE (M), Net cash (used in)/generated from

EECZREESFHE financing activities (304,762) 258,555
BekERBAE® Increase/(decrease) in cash

BR &M and cash equivalents

Ort2>) 6,099,630 (6,805,880)
M—A—HZH% Cashand cash equivalents

kERBREHEE at 1 January 8,709,357 11,994,001
RANA=+HZ Cash and cash equivalents

HekER at 30 June

REIEH 14,808,987 5,188,121
ReRERRE Analysis of cash and

BEHZDM cash equivalents
Be Cash on hand 82,534 84,217
—Z+ AR %8 Short term funds maturing

ZHEEBES (R between one and twelve

AAR=EAA months, which were originally

B repayable within 3 months 12,946,846 5,103,904
—Z+ AR %8 Placements with banks maturing

Z RITR SR between one and twelve

(RAR=MEA months, which were originally

N ER) repayable within 3 months 1,779,607 0

14,808,987 5,188,121

BN EI17EEE508 2K B A2 The notes on pages 17 to 50 form part of this unaudited
AEEZP AR IERE Z — 215 - interim financial report.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

iBA

1 S B e oy ] MY Jig 4 1

ACTIVITIES AND CORPORATE AFFILIATION

FRITEBEATRMBERR - 24
—RIIRTT - BBRBEAZRS -

EFZERR/RN_ZTTEMN—A—HE—
TTNFEF AT ABHHAAEE 2 &
BERAR AN ARITER - 25
EEEMHEM S RELBEFRD
ZRAT °

R-ZZME—F+\H 5HLH
TN AR AR ([EHEE]) HA
BITEPEHTRANRE2EWEE
o MNARTEBRRFABESLE
o WHEHSSYARITRIE - EF
CRAEEHEERZBREKANIRT
ZEREERAT c EERERHERN =
TTME=FN\BEL HEEH
B H th AR 3 B A 20.08% 28 R 1T AR 7N
BIMHE2IREET5.08% ° Balg @ B
B RHIEERNBITREENR -T2
MENA=+HE27500% °

2 it 2 A o

A o

BASIS OF PREPARATION

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

The directors consider the Group’s ultimate holding company
for the period between 1 January 2004 and 15 February
2004 to have been Arab Banking Corporation (B.S.C.)
(“ABC") which is incorporated in the State of Bahrain and
operates as an offshore bank.

On 16 February 2004, Fubon Financial Holding Co., Ltd.
(“Fubon Financial”) made a general offer for the whole of
the Bank’s issued share capital. ABC accepted the offer for
all its 55% shareholding in the Bank on the same day. The
directors regarded Fubon Financial as the ultimate holding
company from that date onwards. The offer closed on 8
March 2004 and Fubon Financial further acquired 20.08%
of the Bank’s issued share capital from other shareholders,
increasing its total shareholding to 75.08%. Subsequently,
Fubon Financial reduced its shareholding in the Bank to
75.00% as at 30 June 2004.

W EREARCEZ  EES
B MESMEREESSFAA
2RMIEEZSERTO0 K [BEFEZ
HRIR S R TR % - EFRE
TR EBMESSREZBIEZ
MEFNEINE °

MM BRENRERERE R SM
BERAFRER EMHRBGEE - BFEF
EEBGEMASRME EBKLER
25 5 [ A B &I RE © bbb
PHRENTAEESRE R RMRM
ZEEBRTMA [ i 68 7] 1%
REFHAEER] 25 -

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 11.

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.

ZR R A R

WO OB OO T F ROA A 17
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

2 Wy A ()

BASIS OF PREPARATION (continued)

AAHPPBHRENMBERBRE"F
T=F+_H=1tHLEMRFEZ
B 75 B B A8 X AR SR 1T 52 Y IR 4R
BZAEMBoRE - HETVREZEFY
BHREK BE_ZTZE=F+_A=+
—BLUEFEZAEMBEHRERARAR
TzEMPERRER - REEE K
SN = = ﬂ+ﬂE%&%W
BHERERENERERE

ERETHMERER - RN TR
TE_F2FERBRRBERZ G5 K
o o

3 B WA
INTEREST INCOME

The financial information relating to the financial year ended
31 December 2003 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 2003 are available from the Bank’s registered
office. The auditors have expressed an unqualified opinion on
those financial statements in their report dated 19 March
2004.

The same accounting policies adopted in the 2003 annual
financial statements have been applied in the preparation of
the interim financial report.

ES a0z
—sEmE  —TT=F
ARA=t+H NA=+H

2 {88 27 {8 A
TR TR
(E4)

(2K} #24)

Six months ended
30 June 2004 30 June 2003

HK$'000 HK$'000

(Restated)

(See Note 24)

B H K177 F B U A Interest income on loans and deposits 385,972 405,525
AR B WA Interest income on listed investments 18,993 8,481
JE EREF BUW A Interest income on unlisted investments 67,632 59,521
472,597 473,527

= A o
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT  &&
4 HoAth 8 4 i A
OTHER OPERATING INCOME
8= BHZE
—EENMF —ZT-F
AA=1+H ~NA=+H
Z N8B Z~EA
TER FHT
(EHR)
(R Kt 5t24)
Six months ended
30 June 2004 30 June 2003
HK$'000 HK$'000
(Restated)
(See Note 24)
ERRBESEA Fees and commission income 63,267 68,463
W BRARASIE Less: Fees and commission expense (6,883) (4,662)
ERRAeBRANFE Net fees and commission income 56,384 63,801
EREEZREBA Dividend income from listed
investments 1,246 704
FEMEEZREBA Dividend income from unlisted
investments 6,384 2,285
INER 5 2 WA R E B Gains less losses from dealing
in foreign currencies 7.831 5,492
REEERBESFRS Gains less losses from dealing
ZWAREE in trading securities 5,244 738
HEHMEERSHZWARMER  Gains less losses from other dealing
activities 20,988 8,030
He WA Rental income 4,876 7,724
H fth Others 6,145 9,261
109,098 98,035

ZF U AE op
INTERIM REPORT 2004

WO OB OO T F ROA A
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

S B
OPERATING EXPENSES
8z EES
—EEME  —BT=F
ARA=t+H NA=+H
2AEA 27518 A
BT THT

Six months ended
30 June 2004 30 June 2003

HK$°000 HK$'000
FehEMEERA*  Salaries and other staff costs* 168,550 109,316
EHEREMETEEE Premises and other fixed assets
—EERE — Rental of premises 12,255 9,070
— e — Depreciation 28,940 27,155
— HAh — Others 7,111 7,286
1% 25 ED B & Auditors' remuneration 756 751
Hith & B W Other operating expenses
—EBHEE — Business promotion 8,535 4,907
—AEEMER — Legal and professional fee 5,505 6,084
— @A — Communication 9,172 8,470
—BTFERERER — Electronic data processing and
B E computer systems 30,534 29,261
— EAh — Others 17,930 20,101
289,288 222,401

* EEXABEMUNTESREME Staff costs include compensation payments payable in
REIRE AL+ EIRAE KRS 2 B respect of the early retirement of two executive directors
& e and other senior management.

2 L I e e i B e
INTERNATIONAL BANK OF ASIA LIMITED INTERIM REPORT 2004



R AL AL T T S 2 oy P .
NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT Il

6 ?&ATION

BZE HE
—ETNF —TT=F
~NA=1H NA=+H

Z 18 A 27~ fE B
THET T T

Six months ended
30 June 2004 30 June 2003

HK$'000 HK$'000
RHIE — Current tax — Provision for
EBFGHER*  Hong Kong Profits Tax*
AR IR Tax for the period 22,423 6,838
BEFEZB% Over-provision in respect
£ of prior years (1,214) (300)
21,209 6,538
iR E 18 Deferred tax
TREERES Origination and reversal of temporary
K& E (ffF13(b)) differences (Note 13(b)) 2,446 (4,491)
M—HA—HBHEF XK Effect of increase in tax rate
N IR T B IR on deferred tax balances
EHeTE at 1 January 0 (499)
2,446 (4,990)
Fri8®i sk 42 %8 Total income tax expense 23,655 1,548

SERFNEG MRS oW % R OB W i F ROA A 21
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AR KETEAZ v J0) B 28 0 37 B :
NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

6 BLIH ()
TAXATION (continued)

BEXHEERAERR R E 2S5

Reconciliation between tax expense and accounting

o K 8 2 ¥ R profit at applicable tax rate
Bz H=
—ZTENF —EE=
~NA=1H NA=Z1H
Z 8 A 275 E8 A
F#ExT FHETT
Six months ended
30 June 2004 30 June 2003
HK$°000 HK$'000
B %% AT g A Profit before taxation 222,493 53,936
¢ Al A 2 (il &F Notional tax on profit before tax,
WIE - B calculated at the rates applicable to
BEE R Z FERR profits in the tax jurisdictions
R E concerned* 38,937 9,437
EERTLIBA Tax effect of non-taxable revenue (16,209) (7,838)
ZIIAR 2
FE AT HR 2 Tax effect of non-deductible expenses 2,141 748
ZIIAR 2
MN—HA—HRAMZE Effect of increase in tax rate on
3 0 5 3E B IR deferred tax balances at 1 January 0 (499)
EHowE
iB 2 F € 7 1B % % {& Over-provision in prior years (1,214) (300)
BEEHELH Actual tax expense 23,655 1,548

*

—TTMEFENEHERRRE ¢
BE_ZTTOFA=FTHIEREA
B2 A ERBE R Z217.5% (=

T4 : 175%) 7t H °

2 w3 B M AT
INTERNATIONAL BANK OF ASIA LIMITED

= A o
INTERIM REPORT 2004
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The provision for Hong Kong Profits Tax for 2004 is
calculated at 17.5% (2003: 17.5%) of the estimated
assessable profits for the six months ended 30 June 2004.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT Il

7 G &

EARNINGS PER SHARE

FRAF T IE R KRR E WG R A
198,838,000 L (Z T T = &F :
52,388,000/ ) RRNHAARE BT LB
f% {7 1,172,160,000/% (= B Z =4 :
1,172,160,0008%) 5t & o $R{TI0 M AF (A
AR ERERR - B A HiaR
IRFBUBE RBF B S 2 & -

SEGMENT REPORTING

Earnings per share is calculated on profit attributable to
shareholders of HK$198,838,000 (2003: HK$52,388,000)
and on 1,172,160,000 (2003: 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 earnings per share.

DIBEEMTIRBASE N EB R R
DRERE - HAREEZE2HERBEAE
FEREREE-—REAR  XBHE
WRBESEARRETLA -

$ﬁﬁ&ﬁ%§ Al EBRBRIR
TRERBBZHMBERS -

TEHERTEBEIRZEARTERT
%75 HBERHEXBRERRERS -
%%ﬁﬁﬁﬁigﬁ%raﬁD%W
E%&%&ﬁ@ﬁ%f o M
EE@%MA&m% 15 BHR
E@ﬁ%ﬂ&A%&f ELE
%ﬁ%ﬁﬁ%F&F%FE = RS -

ERERRITEHREER
AREMEEEER

SmE  REE

RERTEHEEZBRELARITER
EHEE  BuEERRERRY -

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 Banking 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.

ZR R A R
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

8 IR ()

SEGMENT REPORTING (continued)

MEEHETEBREIER ZRE LT
RAMEEZHRASER  EFRH
RBEE  REEERERBERR
TSETREARAKEZERBES

i e

MEEBEBEEEERKRHER
SEW B RAREE R IBHRTT 2

Hib RO BENER T ERETRE
BEMN BFRETE  BHERY
(XEBREMARESBELDRREE
KA -

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
managements investment strategies in money market investment
instruments and the overall funding of the Group.

Real Estate is responsible for the management and orderly
realisation of the Group's repossessed properties and
properties acquired under lending agreements.

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.

BE Bz
—sEmE  —TT=F
AA=t+H NA=TH

2 {88 27 {8 A
TR TR
(E4)

Six months ended
30 June 2004 30 June 2003

() EEWA (a) Operating Income HK$°000 HK$'000
(Restated)

TEHBRT Consumer Banking 335,696 288,788
EIRIT Corporate Banking 29,336 32,883
EIRTT Investment Banking 50,430 38,349

B & Treasury 34,034 19,878

LE RSB Real Estate (453) (923)
RoFER* Unallocated* (36,270) 9,188
412,773 388,163

2 e I S T A
INTERNATIONAL BANK OF ASIA LIMITED
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT Il

8

S IEE R ()

SEGMENT REPORTING (continued)

0z EES
—gBmE  —TT=F
AA=+H NA=+H
27 f@A 27 fEA
T T
(%)

Six months ended
30 June 2004 30 June 2003

(b) KFAIEARN (b) Profit before taxation HK$°000 HK$'000
(Restated)

TEHEBRTT Consumer Banking 149,481 49,277
ERTIT Corporate Banking 17,810 1,613
&R Investment Banking 21,060 13,551

Bt & Treasury 108,858 55,932
MEEBED Real Estate 31,383 (63,245)

R FEER* Unallocated* (106,099) (3,192)
222,493 53,936

ROMIAE B ERAREEBEM
ZBRRESHEEZMEBMA - 8T
ZEEFRARMNSBARESRAX -
STHERMERFE S - BRAEH
ERMEER - B KERREN
BRAZIE - boh  ZREB LBIEM
MNHMTEEREMEREREALE
RAVE KM 2 B2 (RIFEED) °

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. This also
includes compensation payments payable in respect of the
early retirement of two executive directors and other senior
management (see Note 5).

A
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8 IR ()

SEGMENT REPORTING (continued)

B 51|

BEABEZERDITEZBENBA
ZEBEKFEME  NIRAE $ﬁ¢
FEIBHEEARZRNRITDITNE -
BENEREEME TUEE - RNE
I—??Ei&—??—i“ﬂﬁ%
C AREE 2B A E WA &R E A
%T(iﬂﬂx%?fﬁﬁﬁ(\\?%E’\J¢§Eﬁﬁﬁ§’l\\
ARDITARZEEREA o NiRTT
Z R 90%H) & E = AL B S s 18 4 A
BEBEBEMNARIRBAARE » mE
BRHEERERMNEE AN (CAFE
BE)NARRBEARE -

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 2004 and 2003, 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.

SHORT TERM FUNDS
—EEME —EE=F
ANA=+HA +ZA=+—H
FExT FHETT
As at As at
30 June 2004 31 December 2003
HK$°000 HK$'000
HR1TR 2 R H A Balances with banks and
SR 2 &8 other financial institutions 625,707 318,340
WA ,HHT_?K* Money at call and short notice* 6,743,327 6,156,206
E% (B HEINE  Treasury bills (including Exchange
EeRR) Fund Bills) 5,676,717 626,515
13,045,751 7,101,061
i BAREHAFRAREREEARR— * Money at call and short notice represents deposits of up to
BAEMZFR - a maximum of 1-month maturity from the balance sheet

2 e I S T A
INTERNATIONAL BANK OF ASIA LIMITED
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT Il

9 M E S @)

SHORT TERM FUNDS (continued)

B 5 R AR BT R P RERATEEAT
WAREERERE  BHEBEFZDN

Treasury bills are issued by central governments and central
banks and are unlisted. The analysis of treasury bills is as

mr follows:
—ETNF —TT=F
AA=+H +=—A=+—H
FER FAETT
As at As at
30 June 2004 31 December 2003
HK$'000 HK$'000

E % Treasury bills

—HEEEMR - Trading 881,893 626,515
—JEEEEEM% - Non-trading 4,794,824 0
5,676,717 626,515

N EBEAFRETHESHTAEIA
B2 RBHRE D 2 BRAFIAT

The maturity profile of treasury bills included above and
analysed by the remaining period at the balance sheet
date to the contractual maturity date is as follows:

—ETNF —ETE=F
ANA=+H +=—A=+—H
FERT FA&ET
As at As at
30 June 2004 31 December 2003
HK$°000 HK$'000

=& Ak AT 3 months or less but not
EH RN E K repayable on demand 5,577,812 626,515

—F LA 1 year or less but over

={EA N E 3 months 98,905 0
5,676,717 626,515
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PLACEMENTS WITH BANKS MATURING BETWEEN ONE AND TWELVE MONTHS
TIEE HEA4ETRE B 2 64 HE The maturity profile analysed by the remaining period at the

10 —Z -+ A A B Z RAT I 3 K
R

BEIDZEAR4ERI T - balance sheet date to the contractual maturity date is as
follows:
—EEME —EE=F
AA=t+H +—A=+—H
TET FHEIT
As at As at
30 June 2004 31 December 2003
HK$°000 HK$’'000

=@ AT 3 months or less but

— (@A E over 1 month 1,779,607 1,525,929

—F AT 1 year or less but
={EA L over 3 months 957,261 0
2,736,868 1,525,929

TRADE BILLS LESS RESERVES AND CERTIFICATES OF DEPOSIT

—EEME ZTT=F

AA=+H +—A=+—H

FExT FHTT

As at As at

30 June 2004 31 December 2003

HK$°000 HK$'000

2 5RIR Trade bills 10,110 13,195
o R ERE Less: General reserves (42) (94)
10,068 13,101

FRE Certificates of deposit
—3E b - FERRIE — unlisted, non-trading

EEAR 329,243 378,936
339,311 392,037
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11 B 5 R R (2

TRADE BILLS LESS RESERVES AND CERTIFICATES OF DEPOSIT (continued)
BREGHEANETRASINE 2 FgsH
(B2 5> ERARNT :

The maturity profile analysed by the remaining period at
the balance sheet date to the contractual maturity date is

as follows:
—EENE —TT=F
ANA=+H +—-A=+—H
FER FE T
As at As at
30 June 2004 31 December 2003
HK$'000 HK$'000
=@ A KA TH 3 months or less but not
EF RN E K repayable on demand 10,110 37,153
— & s LA N HE =18 B LA_E 1 year or less but over 3 months 225,186 171,174
AFEKARME—F AL 5yearsorless but over 1 year 104,057 183,804
339,353 392,131
12 B I A
ADVANCES TO CUSTOMERS LESS RESERVES
—EENE —TT=F
ANA=+H +—-A=+—H
FER FE T
As at As at
30 June 2004 31 December 2003
HK$'000 HK$'000
EFEXK Advances to customers 16,371,239 15,768,144
IR ZEAE Reserves for doubtful debts
—— &K — General (131,000) (126,145)
— R Al — Specific (39,732) (75,567)
16,200,507 15,566,432
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12 % PR E )
ADVANCES TO CUSTOMERS LESS RESERVES (continued)
ETE R EASLETAZIEE 2 FERH The maturity profile analysed by the remaining period at

KE %IJ > Z EARARI T the balance sheet date to the contractual maturity date is
as follows:
—EZTNEF —ZTT=F
ANA=+H +=-—A=+—8H
TET FA& T
As at As at
30 June 2004 31 December 2003
HK$°000 HK$'000
BB 38 K Repayable on demand 703,498 741,875
= 1I Ak AT 3 months or less but not
4 BB B 3K repayable on demand 709,070 2,023,311
— ¢ g LA N =18 B LA_E 1 year or less but over 3 months 3,053,204 1,940,298
AFEKATME—F AL 5yearsorless but over 1 year 5,381,079 4,352,069
HBiE AT Over 5 years 6,174,730 6,300,559
fETEA B A Undated 349,658 410,032
16,371,239 15,768,144
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12 &5 BRI (2)

ADVANCES TO CUSTOMERS LESS RESERVES (continued)
NEBERS(EILEt 2B ER4%  Total advances on which interest is being placed in
(T"ETEaHERR]) suspense or on which interest accrual has ceased (“Non-

performing advances”):

TEROTANEHERBEZEEZRDHE  The non-performing advances, together with the aggregate
H BRI EESERBTHES 2K amount of specific reserves held and amount of collateral

HREEBEWNT : held in respect of such advances are as follows:
—EENMEF —EE=F
AA=+H +=ZA=+—8”
FERT B FAIT BHL
As at As at
30 June 2004 31 December 2003
HK$’000 %! HK$'000 %'
TETAHEF  Non-performing advances’
— BEEENH — Rescheduled 75,399 0.46 85,631 0.54
— H At — Others 262,179 1.60 314,252 1.99
337,578 2.06 399,883 2.53
RTABITELN Amount of specific
BEREL 2 reserves held against
R Bl 2= i B R non-performing
advances 39,407 73,138
RABITEN Amount of collateral
ERFEZ held in respect of
KRR EE" non-performing
advances' 277,248 301,247
316,655 374,385
) B 8RR Amount of interest
suspended 37,297 33,885
i ERBEFERRBZEDL - i As a percentage of gross advances to customers.
i B MR BIRF S o ii Net of suspended interest.
ii BREEHAARERF QA KEZ i Including expected recoveries of HK$9.65 million (2003:
9,650,000 T (Z T T = F : HK$10.42 million) from companies in liquidation.

10,420,000/ 7T) °

SERFNEG MRS oW % R OB W i F ROA A 31
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13 EEAEENW AR
INCOME TAX IN THE BALANCE SHEET

@ PRNGEEREEBBRIEFA (@) Current tax receivable and payable included in
REMIKRE | R[EMIKRE REE] “Accrued interest and other accounts” and “Other
BI|0R 2 35 FE UL B 7k % FE A R 5 s - accounts and liabilities” respectively in the

consolidated balance sheets represent:

—ETWME ZTT=F
AA=+H +=ZA=+—H
TERT FHET
As at As at
30 June 2004 31 December 2003
HK$'000 HK$'000
FEZEBNGHER Provision for Hong Kong
Profits Tax for the year 22,423 13,698
CHEHFEH Provisional Profits Tax paid (1,377) (4,822)
21,046 8,876
EBEFEMNEH Balance of Profits Tax
BB R provision relating to
prior years 2,015 (5,647)
23,061 3,229
& : Representing:
BENGEHEL Hong Kong Profits Tax
Recoverable 0 (5,736)
BENGHER Provision for Hong Kong
Profits Tax 23,061 8,965
23,061 3,229
EHBBESEETRN —FAREE - The amount of taxation payable is expected to be settled
within 1 year.
3 T;E\ITL%NA%]O?AL%AN/E O:‘ASIFAEU&ITE‘S u ﬁ\l-ﬁl%[:[\[/)\ql:ff’gﬁl: Zﬁé(;rz
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13 & EAEERA WA @)

INCOME TAX IN THE BALANCE SHEET (continued)

(b) WERZELERBREERAE (b)

BELEBRREERBAEDRIRGER?

ERAEXRIEANEREMIKRE] X
[EfbiRE REEIAALR - &R
BERBRTRERETCHAE
B/ (BfE) AR RNz

Deferred tax assets and liabilities recognised

Deferred tax assets and liabilities are included in
“Accrued interest and other accounts” and “Other
accounts and liabilities” respectively in the
consolidated balance sheet. The components of
deferred tax assets/(liabilities) recognised in the

BT : consolidated balance sheet and the movements
during the period are as follows:
EBEE ENEE E251
FENNE TEEA Z BERR
408 HUEE -RERE ZBAEMR
Depreciation ~ Defined  General Revaluation E# & E %
allowancesin  benefit reserves FEEE  of non- Revaluation
excess of related  scheme for Tax trading of aE
depreciation ~ assets loanlosses losses securities  premises Total
Thr Thr TéEx Thr Tz  TExr  TEx
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
RZFE=%5-f-H At 1 January 2003 (14254)  (2650) 20728 1479 3284 (1138) 1449
GalkERz (Ti) (Charged)/credited to consolidated
JEE income statement 2316 (249) 1365 40 0 131 4,033
e (Fi#20) Charged to reserves (Note 20) 0 0 0 0 (3864) (670)  (4534)
RIZT=EFZA=F—-H  At31December 2003 (11938) (89) 22098 1949 (580) (7677) 948
RZZEME-A-A At 1 January 2004 (11938)  (2899) 2209 1949 (580)  (7,677) 948
Galkaxz (Ti) (Charged)/credited to consolidated
/R (H#6) income statemen (Note 6) (1,402) 0 840 (1949) 0 65 (2446
R BER (r20) Credited to reserves (Note 20) 0 0 0 0 16,265 0 16,265
RZZEMERA=TH At31 June 2004 (13340)  (28%9) 2293 0 15685  (7612) 14767

SERFNEG MRS oW % R OB W i F ROA A 33
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13 BREABEENRER (2
INCOME TAX IN THE BALANCE SHEET (continued)

(b) WHEAZELEHRBEERBE (&) (b) Deferred tax assets and liabilities recognised
(continued)
—EENEF —EE=F
AA=+H +ZA=+—8H
TERT FHET
As at As at
30 June 2004 31 December 2003
HK$'000 HK$'000
RFAAERBRAER Net deferred tax asset recognised
JERRBEESE on the consolidated balance sheet 14,818 2722
RFAAERBRAER Net deferred tax liability recognised
JEEREEREFE on the consolidated balance sheet (51) (1,774)
14,767 948
(0 AWMERZELHRBEERAR (c) Deferred tax assets and liabilities not recognised
AREER-_ZEZTMFEA=1+H The Group has no material unrecognised deferred
REBERABEHERZELEFIEER tax asset or liability as at 30 June 2004 (2003:
EXABE(ZZET=F: &) - HK$Nil).

3 L I e e i B e
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1 4 i o g
INVESTMENTS IN SECURITIES
—ZTENEF ZET=F
~NB=+H +=—A=+—8
FER T T
As at As at
30 June 2004 31 December 2003
HK$°000 HK$'000
FFHIEEEHAEMN Non-trading securities
BHEZALE at fair value
BERE S Debt securities
—REB LT — Listed in Hong Kong 2,610,530 0
—REBLAINET - Listed outside Hong Kong 559,488 1,622,266
— Lt — Unlisted 3,455,761 8,939,767
6,625,779 10,562,033
T 25 AR Equity shares
—REB LT — Listed in Hong Kong 58,510 40,559
—3E kT — Unlisted 18,021 20,110
76,531 60,669
NEF Sub-total 6,702,310 10,622,702
BEEERZEMNFE Trading securities
F2R¥E at fair value
BERE S Debt securities
—REB LT — Listed in Hong Kong 936 0
—3E kT — Unlisted 131,610 98,633
NEF Sub-total 132,546 98,633
HBE Total 6,834,856 10,721,335

ZF U AE op
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1 MR E @)

INVESTMENTS IN SECURITIES (continued)
EEEEEREME LR T#EZ  The non-trading securities are issued by:
7

—EZTNEF —ET=F
AA=+A +-A=+-8
TET FA& T
As at As at
30 June 2004 31 December 2003
HK$'000 HK$'000
FRBA R Central governments and
H o ER 1T central banks 4,226,040 8,536,000
DE R Public sector entities 949,889 936,496
RITRHMLEHE Banks and other financial institutions 621,769 743,839
% Corporate entities 904,612 406,367
6,702,310 10,622,702
FIFEERENESFAIN THIE The trading securities are issued by:
T
—EZTNEF —ZTT=F
~NB=+H +=-—A=+—H
TET FA& T
As at As at
30 June 2004 31 December 2003
HK$'000 HK$'000
DE R Public sector entities 131,610 98,633
i Corporate entities 936 0
132,546 98,633

3 L I e e i B e
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1 4 R (@)
INVESTMENTS IN SECURITIES (continued)

REEREANETRABEE 2 fesdg  The maturity profile of debt securities analysed by the

= (== 2 s HATE 4 remaining period at the balance sheet date to the
P25 2 Fi5E 7 MM R - contractual maturity date is as follows:

—ETNEF —ET=F
AA=tH t=ZA=1+—8
THET FAETT
As at As at
30 June 2004 31 December 2003
HK$’000 HK$'000
=1 A 3 BA T HE 3 months or less but not repayable
T AR R K on demand 82,969 171,846
—F e LATME=1EH 1 year or less but over
A E 3 months 962,401 337,034
AFHKATMHE 5 years or less but
— FPLE* over 1 year* 4,940,829 9,288,803
BEASE Over 5 years 740,286 829,524
HELTEA A Undated 31,840 33,459
6,758,325 10,660,666
* FAFHATHE—F U EZEBHE %Zﬁ & Included in the debt security portfolio maturing 5 years or
EERBEBBMINEESESFE K less but over 1 year are Hong Kong Government Exchange
2,538,550,000/% TL(ZEER=F: Fund Notes totalling HK$2,538,550,000 (2003:
6,591,670,000/% 7T) * % f& % Al & iR HK$6,591,670,000), which can be used to obtain overnight
TEREEScRMERRDEMEZIR Hong Kong dollar funding from the Discount Window
B ERRERETES - operated by the HKMA.
1 5 R /K
INVESTMENT IN ASSOCIATED COMPANY
—ETWEF —ET=F
AA=+H +=—A=+—H
FER FA&T
As at As at
30 June 2004 31 December 2003
HK$°000 HK$'000
JE LR - ECA(E  Unlisted shares, at cost 5,761 5,761
EEA Advances 8,896 8,947
o OREEE Less: impairment loss (5,761) (5,761)
8,896 8,947

SERFNEG MRS oW % R OB W i F ROA A 37
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15 Wi A w8 & (8)

INVESTMENT IN ASSOCIATED COMPANY (continued)

RPTHEBEEFEBTFTMAKLZIBA
Finance Corporation 40% (ZZZ =4 :

40%) EBITIRA - ZMERRZEE
B RNIFERERETERESE R -
AR ERME - WA RTIEERIR
BERiREastEERNZBE R R 2R

1 6 ﬁfEféDEASSETS

The Bank owns 40% (2003: 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.

&
RERZE
Furniture,
B E fixtures and Fak-o]
Premises equipment Total
FHBT FEL FEL
HK$'000 HK$'000 HK$'000
BADEE Cost or valuation
RZZTNFE—HA—H At 1 January 2004 1,180,993 361,422 1,542,415
RE Additions 0 33,155 33,155
& Disposals 0 (3,994) (3,994)
RZZTWESA=1H At 30 June 2004 1,180,993 390,583 1,571,576
ES gl Accumulated depreciation
RZZTWE— A—H At 1 January 2004 93,279 224,797 318,076
HAE Charge for the period 6,708 22,232 28,940
HEZKE Released on disposal 0 (3,913) (3,913)
RZZTWESA=1H At 30 June 2004 99,987 243,116 343,103
REFE Net book value
RZZTWESA=1H At 30 June 2004 1,081,006 147,467 1,228,473
RZTT=F
+-A=+—H At 31 December 2003 1,087,714 136,625 1,224,339

B E L TR
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iBA

17 SRAT 7] 3 Fe 3L At 4 b A 2 A ok % & B

DEPOSITS AND BALANCES OF BANKS AND OTHER FINANCIAL

INSTITUTIONS
REEREAHFTAREA 2 FERH  The maturity profile analysed by the remaining period at
PREIHDZ BARAR T : the balance sheet date to the contractual maturity date is
as follows:
—EEMEF ZET=F
AA=+H +=ZA=+—8”
THET T T
As at As at
30 June 2004 31 December 2003
HK$°000 HK$'000
BIBF B 3K Repayable on demand 229,193 1,892
=1 A A T HE 3 months or less but not repayable
4 55 BB 22 30 on demand 3,968,712 465,780
—F LA 1 year or less but over
={EA N E 3 months 0 7,763
4,197,905 475,435
1 8 &P
DEPOSITS FROM CUSTOMERS
—EEMEF ZET=F
AA=+H +=ZA=+—8”
THET T T
As at As at
30 June 2004 31 December 2003
HK$°000 HK$'000
EHI R ERFER Demand deposits and current accounts 7,924,505 8,548,748
BEFEAK Savings deposits 770,228 744,710
BAF R Call deposits 1,418,143 1,049,514
EHITE Time deposits
20,139,772 18,453,447
30,252,648 28,796,419
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1 8 & PAER (4
DEPOSITS FROM CUSTOMERS (continued)
T E HE A4 ETRBE B 2 F4pH  The maturity profile analysed by the remaining period at the

(iﬁ gu > HAR AR T ¢ balance sheet date to the contractual maturity date is as follows:
—EENEF —ET=F
AA=t+H +=—HA=+—H
TET THEIT
As at As at
30 June 2004 31 December 2003
HK$'000 HK$’'000
BB 38 3K Repayable on demand 10,112,876 10,342,972
= {8 A sk A T HE 3 months or less but not repayable
8 T BB R 3K on demand 18,718,125 17,161,484
—F AT HE 1 year or less but over 3 months
=fER K E 1,008,070 919,746
A F AT 5 years or less but over 1 year
—FE 413,577 372,217
30,252,648 28,796,419

19 OB 47 47 ok
CERTIFICATES OF DEPOSIT ISSUED
EHFTRHEIEE 2 FE B The maturity profile analysed by the remaining period at

Eiﬂ Z Hﬂ RABAIANT : the balance sheet date to the contractual maturity date is
as follows:
—EZTNEF —ZTT=F
~NA=1H +—-HB=+—H
TET FA& T
As at As at
30 June 2004 31 December 2003
HK$°000 HK$'000

= {8 A sk A T HE 3 months or less but not repayable

AR & K on demand 0 100,000
—FFH AT 1 year or less but over 3 months
=EARKE 100,000 800,000
B F AT 5 years or less but over 1 year 1,845,809 1,751,647
—F A
1,945,809 2,651,647
4 ﬁTL%NA%]OﬁAL%ANiQ O:‘ASIFAELH\/fITE‘g u ﬁ\l'ﬁl%[:[\[/)\q;ff’gf?? zﬁé(ﬁ
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2 fiti 45
RESERVES

EXxRERE REEMER
Capital  Investment RERH
redemption  revaluation Retained ag
reserve reserve earnings Total
THER THER THER THER
HK$'000 HK$'000 HK$'000 HK$'000

“ZZ=%-f—H At 1 January 2003 372,000 (17,239) 1,490,685 1,845,446
FRBRFEEF Profit after tax for the year 0 0 138,138 138,138
FHEEER }3“%2 Realisation of revaluation surplus

Ef A # of non-trading securities 0 (2,210) 0 (2,210)
s ’Eggﬁﬁﬁﬁ% Net change in fair value of

RRATEEY non-trading securities 0 26,052 0 26,052
ERFE (Fi7E13(0) Deferred taxation (Note 13(b)) 0 (3,864) (670) (4,534)
L-HREERBRE Dividend approved in respect

of the previous financial year 0 0 (93,773) (93,773)
AR HRE Interim dividend paid 0 0 (46,886 (46,886)

ZTT=F+ZA=+—H  At31December 2003 372,000 2,739 1,487,494 1,862,233

“ZZNE-F—H At 1 January 2004 372,000 2,739 1,487,494 1,862,233
Hﬁ AR B %R Profit after tax for the period 0 0 198,838 198,838
FHEEER }3“%2 Realisation of revaluation surplus

WBUKZ of non-trading securities 0 (16,589) 0 (16,589)
B5 Net change in fair value of

non-trading securities 0 (76,353) 0 (76,353)

ERFIE ( W;f 13(b) Deferred taxation (Note 13(b)) 0 16,265 0 16,265

AR RIR E RS Special interim dividend paid 0 0 (304,762) (304,762)

“EENENA=TA At 30 June 2004 372,000 (73,938) 1,381,570 1,679,632

SERFNEG MRS oW % R OB W i F ROA A 41
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2 it (9
RESERVES (continuea)

() EBEABOREEEE-NANL—FE
—AN=FBERRTZREBEN
RBRERIE Al R [B B mE
& o REBEEB(RANFEDID F79C(2)
£ BEXRBEERFEI DK B8
R ANERTT A A B S S Ac 2 T B
PR 2 REEAT D 2 BGRIE R
RALAR -

b)) RZZEZNFNA+HETZE
%&%¢%%§1%6W%M(
TE=F : 4.0081) -
70,329,600/ 7T (Z T T = :
%8%4%%Hﬁ ZERBIAR

HEHRERSAE -
21

I:l/\

PN PSR

(@  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.

(b)  On 10 August 2004 the directors proposed an
interim dividend of 6.00 Hong Kong cents per share
(2003: 4.00 Hong Kong cents per share) amounting
to HK$70,329,600 (2003: HK$46,886,400). This
dividend has not been recognised as a liability at the
balance sheet date.

MATERIAL RELATED PARTIES TRANSACTIONS

AEEZBRRITEY  BEEFPE
K BXRERRITRAESFR 25
RITEER  RBRITRS RIMNER
2 e ﬁ%ﬁ$%@#ﬁ”ﬁ%ﬁﬁ¥
BHEESFEERAR (R _TTMF
“AtTHEBRRMAARITEEmR
:§§E¢*ﬁ+ﬁﬁiﬁﬁf+ﬁ
HREASEASE)  RN=_FTMEF=
JEPAN=R:E- Ix%%#ltk?%
BERARREMBAR  RR-ZE
ME_A+RBERA= +E%ﬁﬁ
Hi =MRER T B = B RRT
éﬁﬁﬁ%ﬁb&éﬁﬁﬁ%ﬁ%ﬁ)
RINZIAR G - xE6 KRB L
BERXZERH 2 ARMSEERE -
MEREEZAEERERETF AR
Fl-EBFERR BEXHHU—KRE
KIRFUETT -

4%&%@&%?&@4—1&42}@
INTERNATIONAL BANK OF ASIA LIMITED

During the period the Group entered into a number of
transactions with its ultimate holding company (which was
ABC before 15 February 2004, and Fubon Financial for the
period between 16 February 2004 and 30 June 2004),
another major shareholder, China Everbright Limited and
its subsidiaries prior to 8 March 2004, and another three
related parties, Fubon Commercial Bank, Taipeibank Taipei
and Taipeibank, HK Branch during the period between 16
February 2004 and 30 June 2004. These transactions were
entered into in the ordinary course of the Group’s banking
business and included, 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.

. E T
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2 1 BREELE TR S (&)
MATERIAL RELATED PARTIES TRANSACTIONS (continued)

FHREFNEES T RIEEZRI R
REFHHREZRBIEHAT

Information relating to income and expense from related
party transactions during the period and balances

outstanding as at the balance sheet date is set out below:

5z BZE
—EEME “TT=F
ANA=tH NA=TH
Z~fEA Z A A
TERT TET
Six months ended
30 June 2004 30 June 2003
HK$'000 HK$'000
@ WA/ (@) Income/expenses
WA Interest income 229 1,605
HMEXZH Interest expense 14,830 90
—EEME “TT=F
~A=tH +-A=1+—H
TERT TET
As at As at
30 June 2004 31 December 2003
HK$'000 HK$'000
b EE (b) Assets

FIRAFEIR A ] Former ultimate holding company
RHES Short term funds 0 232,896
e FIE R EAIR B Accrued interest and other accounts 0 130

JE A S AR R AR A B ROR Due from former ultimate holding
company 0 233,026

AfEgEE " Other related parties

—E+=EA3H Placements with banks maturing
Z BT R between one and twelve months 75,000 0
BTEFZENREH Loans and advances to customers 0 10,000
JE5TFIE R EAIR B Accrued interest and other accounts 4 5
JEME A B & 5 KR Due from other related parties 75,004 10,005
[EYIR B AR Total receivables 75,004 243,031

ZF U AE op
INTERIM REPORT 2004
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2 1 BREEE TR (&)
MATERIAL RELATED PARTIES TRANSACTIONS (continued)

“ZEME “TT=F
~A=tH +=-R=+—8
TER THT
As at As at
30 June 2004 31 December 2003
HK$'000 HK$'000
© Bf (© Liabilities
REERRA] Ultimate holding company
BORAEREMSH Deposits and balances of banks
KE2ERRES and other financial institutions 3,604 0
HAthfEEn Other related parties
BORAEREMSH Deposits and balances of banks and
KE2ERRES other financial institutions 3,899,875 0
HiiRE k&R Other accounts and provisions 3,157 0
FEBE =R 7 A Due to other related parties 3,903,032 0
[EAIRIERE Total payables 3,906,636 0

4 L I e e i B e
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OUTSTANDING COMMITMENTS
(@ R-=TmEXA=+H %% (@ Capital commitments outstanding at 30 June 2004

RIERAZRHIB B R ENIER 2 not provided for in the unaudited interim financial
AABEERAENT ¢ statements are as follows:
—ETNF —TT=F
~NA=1H +=—A=+—H
FER FA&T
As at As at
30 June 2004 31 December 2003
HK$'000 HK$'000
EES Contracted for 46,137 54,297

(b) TRAIEEBEEHRE 2 RRZIEE (b) The total future minimum lease payments under

EEREWRABEOT : non-cancellable operating leases are payable as
follows:
—EEME —EE=F
AA=+H +=ZA=+—8”
THET FAETT
As at As at
30 June 2004 31 December 2003
HK$'000 HK$'000
—F R Within one year 19,762 17,891
— & hFHE Between one and five years 18,416 11,738
BiEAF Over five years 713 0
38,891 29,629

SERFNEG MRS oW % R OB W i F ROA A 45
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2 3 HEHAMBRIEB
OFF-BALANCE SHEET EXPOSURES
() DAEEBEBREE (a) Contingent liabilities and commitments

AT REREERANE ERAE
BRIz &S BREERRINE
THRIBE -

The following is a summary of the contractual and
credit risk-weighted amounts of each significant
class of contingent liabilities and commitments:

“EZMERASTH ZEZ=F+-fA=1-H

As at 30 June 2004 As at 31 December 2003
FERK EERRK
mESLE nELE
AHEE  Creditrisk ANLE Creditrisk
Contractual weighted  Contractual weighted
amounts amounts amounts amounts
THERT TEL FHL FHL
HK$'000 HK$'000 HK$'000 HK$'000
ERGEERER Direct credit substitutes 440,368 440,368 439,445 439,445
HY5EB AR ER Transaction-related contingencies 5,410 2,705 10,194 5,097
HESEB AR ER Trade-related contingencies 234,857 46,971 194,322 38,364

FEDZERER Undrawn loan facilties

SGHEL PN ~with an original maturity of
—E A EEIHEE under 1 year or which are
unconditionally cancellable 5,506,597 0 4,997,652 0
HEL ] ~with an original maturity of

—EFUE 1 year or over 395,118 197,559 629,478 314,740
FEHRRAHR Forward forward deposits placed 657,636 131,527 797,873 159,575
7,239,986 819,130 7,068,964 957,721

4 WOk B OO AT

LA
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OFF-BALANCE SHEET EXPOSURES (continued)

2 3 HEAMERIIEH @
(b)

PTEITA (b) Derivatives

LT ASEEEETEERZ The following is a summary of the contractual

AHLEE  EERBRMNESEKR amount, credit risk-weighted amounts and

EERAZHE : replacement costs of each significant type of
derivatives:

—Z2EMEARA=TH

As at 30 June 2004
EERRK
mELE
EHLE Credit risk BEERE
Contractual weighted  Replacement
amounts amounts costs
T T T
HK$°000 HK$°000 HK$°000
X5 Trading
XS4 Exchange rate contracts
— REEXREY — Forward exchange contracts 955,262 560 70,107
- BEHEH — Swaps 917,548 4,604 32
— BAHRE — Options purchased 305,108 67 1,221
— Jh A — Options written 310,293 N/A N/A
IR ERHE & 4 Equity option contracts
— BAHRE — Options purchased 294,316 0 2,422
— Jh A — Options written 294,316 N/A N/A
3,076,843 5,231 73,782
EaRl Hedging
X &4 Exchange rate contracts
- RHAH - Swaps 7,147,346 19,519 26,120
FEEH Interest rate contracts
— BHAEREY — Interest rate swaps 2,855,610 7,062 16,835
10,002,956 26,581 42,955
13,079,799 31,812 116,737

SERFNEG MRS oW % R OB W i F ROA A 47
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2 3 HEAMBEIIEE @)
OFF-BALANCE SHEET EXPOSURES (continued)
(b) TTEIR = (b) Derivatives (continued)
—EF=Ft+-A=t—H
As at 31 December 2003
EERR

pIIE: deok:
EHEHE Credit risk EERA
Contractual weighted Replacement
amounts amounts costs
FET FET FHET
HK$'000 HK$'000 HK$'000
X5 Trading
EEEL Exchange rate contracts
- BEHEXSH — Forward exchange contracts 1,989,459 7,181 86,682
- EHEH — Swaps 928,247 4,641 0
— BB A — Options purchased 590,129 0 824
— Jh A — Options written 603,529 N/A N/A
RAEBES K Equity option contracts
— BB A — Options purchased 265,473 0 1,612
— Jh A — Options written 265,473 N/A N/A
4,642,310 11,822 89,118
EaR Hedging
EEEL Exchange rate contracts
—EHEH — Swaps 7,623,301 20,419 25,862
FEEH Interest rate contracts
— EHRAMESL — Interest rate swaps 2,536,810 12,630 44,947
10,160,111 33,049 70,809
14,802,421 44,871 159,927

48 L I e e i B e
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iBA

BEAMEINER @)

3

OFF-BALANCE SHEET EXPOSURES (continued)

2
(b)

STEITR @)

PTET AT EARNE B IEINE - F
RERATIZHEITRE - 2K
HEXGMEELE - ZEITEZE
HNEBBLRHEERAZANRS
£ U TERERER 2S5 -

HERGBREATEFPEERET
ZREBEANSDZERR 2R
5o ARBEYEEFERBT -
BT RNE R AEE
LRk REEERAGBREERZ

—#14p °

A7 B 745 R 45 B 5 55 (a) R (b) 2P 10
WECEERBBRUINBE ZE
BERAREERRINES R E
ATRERFREAETEIVE -
ZERBEDNIRBEERRTEER
HEANEREATEAEZES
SREERES c EERATIE
EEAATRTESE EEE
ZEHKAE - EEREKRINESEE
THIER AR IRFT 2K BIFT = = Frat
BB ERTERSHE AT 2R
K E|HRHAMR 2 5 & m#E 1T o
BARSFABBREAEY EERR
DIRELL = A0%Z=100% @ M AR
EBERRFMEAEHZEBL XA
0%Z50% °

(b)

ZF U AE op
INTERIM REPORT 2004

Derivatives (continued)

Derivatives arise from forward, swap and option
transactions undertaken by the Group in the foreign
exchange, interest rate and equity 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 trading transactions include positions arising
from the execution of trade orders from customers
and transactions taken to hedge these positions. No
significant proprietary positions are maintained by
the Group. The hedging contracts are used to
hedge the Group’s own exposure to market risks as
part of its assets and liability management.

The replacement costs and credit risk-weighted amounts
of the off-balance sheet exposures disclosed in parts
(a) and (b) of this note to the financial statements do
not take into account the effects of bilateral netting
arrangements. They are assessed in accordance with
the HKMA's guidelines which implement the Basle
agreement on capital adequacy. 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 on capital adequacy
and depends on the status of the counterparty and
the maturity characteristics. The credit 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.

WO OB OO T F ROA A
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b o

24

COMPARATIVE FIGURES

208,733,600/ ;T 2 1B B IR £ [
HEEAEREFTFEHEARAS
BEAEFLEAFBWRA - MEAXK
RBZESHZEE AN SWAZHA
B ZEREE T -FEPKER
ESERAZHER

N-ZTE=F PREEXEHHRME

‘riﬂ RITEBBEASFHRIERD IR

CHEASEERBUILEHORE
ﬁ‘r&%i‘% DEARNR 2 EBRER

MEEE ARG A ARITEL
BAEE - ZF ttf%ﬁ(%ai%ﬁzﬂ

HOP L8 -

5 L I I S
INTERNATIONAL BANK OF ASIA LIMITED

HK$8,733,600 relating to the amortisation of cash rebates
given on mortgage loans has been reclassified in the
comparative figures from fee and commission expense to
interest income to better reflect the nature of this expense
as an adjustment to the interest yield. This is consistent
with the presentation in the 2003 annual financial
statements.

In 2003, Real Estate Division was separated from other
banking divisions for segmental reporting as the directors
consider that this business segment is subject to different
business risks compared to other business segments and is
operated by a separate unit of the Bank for management
and internal reporting purposes. The comparative figures
of segment reporting have been restated accordingly in
Note 8.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(a) BEXZERARBESLR

Capital adequacy and liquidity ratios

—ETWME ZET=F
2004 2003
BO X o
% %
REA S F R AR Unadjusted capital adequacy
HAEEATEREE ratio at period/year end 18.82 19.79
KB ERFT R Adjusted capital adequacy ratio
(BEmEER) incorporating market risk 18.75 19.72
NRAMBFHERE Average liquidity ratio for June
Ao x 70.85 61.78
HEA=THILE Average liquidity ratio for the
NEAFH R six months ended 30 June
Ao x 71.40 57.97

REHEARTRILERNE - BIRIE
ERTHMEERIECHRAEEN(E
BIRITEGEIDMER = - RRITIHRE
EREMEERENL BT 5 EREF
FREAXIES  UAKGREERTE
RHEERTRIEER -

AT RBESLLRESEE AT
LEEMEE T8 - BEE A FHL X
THARAR (B B IR 1T GBI M = m &) 1R
ErtEVER [ R #EREELKRIH
# 2| (MABS)1E)ZE 1(2) 5B o B SR 1Y B =
R e

The unadjusted capital adequacy ratio is computed on a
consolidated basis as required by the HKMA for its
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 period 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.

L R
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

b) EIEATREHEFXHIHZEZ] (b) The components of the total capital base after
(MA(BS)3) 25 |5/ B S ) & AR £ A deductions as reported under Part | of the banking
BEEEHR B AR D - 2R return “Capital Adequacy Return” (MA(BS)3)
BEBRITEGIDHR=ZMF calculated in accordance with the Third Schedule of
EFTHEMAT : the Hong Kong Banking Ordinance are as follows:

—EEME —ET=F
NA=+H +tZA=+—H
As at As at
30 June 31 December
2004 2003
FERT FE T
HK$'000 HK$'000
BOER Core capital
R EBALAL A Paid up ordinary share capital 1,172,160 1,172,160
EE (BRERRERAM) Reserves (including retained
earnings) 1,652,686 1,774,178
f% 15 % (B Share premium 749,778 749,778
Al EFE & N E A Eligible supplementary capital
TH R i A Reserves on revaluation of land
BEEGRNHRE and interests in land 36,868 36,868
FFBEEERLEES Reserves on revaluation of
BEEGEOHHE holdings of securities not held
for trading purposes (73,938) 1,917
— i RIREE General reserves for
doubtful debts 131,042 126,239

BB E AE A%  Total capital base before deductions 3,668,596 3,861,140

EAREMAEEIRIER Deductions from total capital base (68,152) (69,821)

B IR 1% 79 & A E 7 48 %8 Total capital base after deductions 3,600,444 3,791,319

R E A

5 I I O T A
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

0 EFER-RT%ESE

Advances to Customers — by industry sectors

Eﬁﬁiﬁ?i%’**égﬁgﬁxzaﬂm&
BEXEATRMEERNIEHN - &4
REw DT EHE] (MABS)2A) K [ 37
AR A E B EFR](MABS) NATE M E
FIBRIRIIAEITEER -

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.

—EENME —EE=F
RA=+RH +TZA=+—H
As at As at
30 June 31 December
2004 2003
FER FET
HK$'000 HK$'000
EEBFEHAMEI  Loans for use in Hong Kong
TE< @t Industrial, commercial and financial
—MEER — Property development 82,048 69,691
—MERE — Property investment 3,096,925 2,860,186
— R — Financial concerns 235,788 205,792
—JRELKLL — Stockbrokers 22,768 28,746
- HBERTEE — Wholesale and retail trade 116,569 116,675
— Bl - Manufacturing 1,810,100 1,485,924
— @B RIFEH XM~ Transport and transport equipment 430,916 496,537
—HA — Others 1,675,143 2,283,172
(EPN Individuals
—BE[E&EE - Loans for the purchase of flats
Eat &l R [ 7L in the Home Ownership
ASEERG Scheme and Private
B BFNER Sector Participation Scheme 19,191 20,626
—BEHEME=E — Loans for the purchase of other
MERE R residential properties 7,458,398 6,857,637
—EHFREXR — Credit card advances 476,505 449,121
—Hfb — Others 472,407 694,619
15,896,758 15,568,726
BH5ME Trade finance 172,709 123,223
£ & & SN Loans for use
FRAMNEK outside Hong Kong 301,772 76,195
16,371,239 15,768,144
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(d BHEFEXK

Overdue advances to customers

—EEQNE —TT - ¢
~A=t+H +-A=1—
As at As at
30 June 2004 31 December 2003
HEX EER
BEY BEy
BAL ER
% of % of
TER gross TET gross
HK$'000 advances HK$'000 advances
AHEFER Overdue advances to customers'
NERZUAT 6 months or less but
W=Z@AE over 3 months 36,506 0.22 50,923 0.32
—FFHLATIEABEAL 1 year orless but over 6 months 28,822 0.18 134,126 0.85
BE—F Over 1 year 164,332 1.00 100,944 0.64
229,660 1.40 285,993 1.81
REBETEEZ Amount of collateral held in
BEAREE respect of overdue advances' 202,348 225,913
BEEERSHER Secured overdue advances 194,444 218,365
EXFAHER Unsecured overdue advances 35,216 67,628
229,660 285,993
FEBEFEL Amount of specific reserves made
BRI EFEEE against overdue advances 26,304 54,163
EMNBREIRFE Net of suspended interest.
i PREEHRIRERP2AIME 2 i Including expected recoveries of HK$9.65 million (2003:
9,650,000 T (=TT = F : HK$10.42 million) from companies in liquidation.

10,420,000/ 7T) °

5 L O N e Sl IS A B e
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d) BHEFER®

Overdue advances to customers (continued)

—EENF —ET=F
RA=+H +ZA=+—H
As at As at
30 June 2004 31 December 2003
FER FET
HKS$'000 HK$'000
=@ A EARBFE  Advances overdue for more than 3 months
MARE 2z 8 H and on which interest is
ER (R ERE still being accrued
ZEEER]) (“Interest accrual overdue advances”) 0 221
ZEAUTEH Advances overdue for 3 months or less
B EHBIRSK and on which interest is being placed
FIERst 2@ in suspense or on which interest accrual
EH([FEBEIER5  has ceased (“Interest non-accrual but
BB ER]) not overdue advances”) 107,918 114,111

() AHMEFFERETETSANTFEARBZHIIR

Reconciliation between overdue advances to customers and non-performing advances

—EENEF —ET=F
RNA=+H +ZA=+—H
As at As at
30 June 2004 31 December 2003
TER FET
HKS$'000 HK$'000
BEMERFPER Overdue advances to customers 229,660 285,993
OB R B RE Less : Interest accrual
2R R overdue advances 0 (221)
M FBEIEREE Add: Interest non-accrual but not
BIE@mE 2 BER overdue advances 107,918 114,111
TETARHMER Non-performing advances 337,578 399,883

SORFNAER MR o WO O i o RN A 55
INTERIM REPORT 2004 = INTERNATIONAL BANK OF ASIA LIMITED



AR KE AL AN TC I B EORL ,
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(f) ETEBERBZEFER

Rescheduled advances to customers

—EENE :32£¢
~AA=1+H +ZA=z1+—
As at As at
30 June 2004 31 December 2003
HEXR HER
BE@mz BELZ
HOW Aot
% of % of
TER gross FTET gross

HK$'000 advances HK$'000 advances

ETERYMZEFER  Rescheduled advances to customers'

FIBRFZEE Interest accrual
BRHSEX rescheduled advances 162,520 0.99 198,272 1.26
ﬂ Elt 252 Interest non-accrual
TEFHER rescheduled advances 75,399 0.46 85,631 0.54
237,919 1.45 283,903 1.80
RETETHER Amount of collateral held
REZERmER in respect of
rescheduled advances 208,757 246,574
BHBETENBMEL  Secured rescheduled
advances 194,014 234,620
BIEFETEFNEZ  Unsecured rescheduled
advances 43,905 49,283
237,919 283,903
RETERHEN Amount of specific reserves
Bz BRI EESE made against rescheduled
advances 10,429 16,208
MBS E=EA[ A F REEM T () Net of rescheduled advances which have been overdue for
MR PESFERyETENRE over three months and were reported in note (d) Overdue
e advances to customers.

56 L O N e Sl IS A B e
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(9) AHMEEZIM

Analysis of overdue assets

AHEE
“am
EEHE Total
X Accrued overdue
Loans interest assets
TER TER TER
R-ZEENERAZTH As at 30 June 2004 HK$'000 HK$'000 HK$'000
b Overdue for
AEAIUT 6 months or less but
B=EANL over 3 months 36,506 0 36,506
—FRUATHEAEANL 1 year or less but over 6 months 28,822 0 28,822
BR-F Over 1 year 164,332 0 164,332
229,660 0 229,660
ek
[T FIE Total
L§ Accrued overdue
Loans interest assets
FTET FET FTET
RZZZ=F+-FA=+—H Asat31 December 2003 HK$'000 HK$'000 HK$'000
B Overdue for
NERSUTHE=ZM@AE 6 months or less but over 3 months 50,923 6 50,929
—EF U TEANERN L 1 year or less but over 6 months 134,126 0 134,126
BR—F Over 1 year 100,944 0 100,944
285,993 6 285,999

(h)y WKEEERBRBEERMERSEE

Repossessed assets and assets acquired under lending agreements

N-ZEZTMENA=+HAREBE ZW  The total repossessed assets and assets acquired under
CEENRIBBEERMEMEEE®SE lending agreements of the Group as at 30 June 2004
5469,293,000/8 0 (ZEE =4 amounted to HK$469,293,000 (2003: HK$591,033,000).
591,033,000/ 7T) °
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(i) BREE

Cross-border claims

SVE SRS 2 BIRERENARE
R R ERERERRZEEREL
P IR R E A 2 SRR H I ER -
—RME - W FEEAZEEMNE
B SR A SN 2 Eofth B 51 2 (R fa] A £ R
ERIMZEERDH - RERER
NRZ—BRZEBINDTHRE - QA
EITERER  ERZBRAFEZ
B ERERATRI0%KIA LHA
fEHRER o

The information on 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 aggregate cross-border claims are disclosed.

BOREM
SHKE DNERE
Banks and Public

R-EEMEAA=1H As at 30 June 2004 other financial sector At faxE
BEET Figures in HK$Million institutions entities Others Total
GHATHHE (FREESR)  AsiaPacific excuding Hong Kong

-8 - Australia 536 0 190 126

ok 0k - Singapore 1,095 0 53 1,148

-t - Others 485 3 276 764
EEN North America

-ngx - Canada 12 0 9 2

-% - United States 426 5,466 56 5,948
mEL Caribbean

-HERB - Cayman Islands 0 0 126 126

-2t - Others 0 0 130 130
FR-EH Middle East - Bahrain 78 0 0 78
[ Western Europe

il - Belgium 8 0 0 8

- - France m 0 0 m

- 28 - Germany 13 0 0 13

~EAH - Italy 331 157 0 488

-ERE - Luxembourg 54 0 19 73

-t - Switzerland 492 0 0 492

-% - United Kingdom 867 0 7 874

-t - Others 4 0 5 9

4,673 5,626 87 11,170

INTERNATIONAL BANK OF ASIA LIMITED ™ INTERIM REPORT 2004
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() EREE@

Cross-border claims (continued)

ROIREM
SRR NERE
Banks and Public

R-ZZ=4+-F=1+-H As at 31 December 2003 other financial sector Eth it
BEAT Figures in HK$Million institutions entities Others Total
SNATF#E (TREERE)  Asa Pacfic excluding Hong Kong

— M - Australia 562 0 21 773

=3 - Singapore 1478 0 45 1523

-Ax - Japan 15 0 0 15

—Eft - Others 3 0 Al 74
EEM North America

-mex - Canada 107 0 1 108

- %@ - United States 200 1632 34 1,866
mentt Caribbean

-B5E - Bermuda 0 0 12 12

-feHE - Cayman Islands 0 0 81 81

—Hth - Others 0 0 80 80
PR-BH# Middle East - Bahrain 233 0 0 23
EE Wester Europe

i ~Belgium 15 0 0 15

— &6 - Germany 11 0 0 11

—EXAH - Italy 2 156 0 158

-ERE ~Luxembourg 41 0 19 60

-fHE ~ Netherlands 458 0 0 458

-t “Switzerland 27 0 0 27

- %E - United Kingdom 1237 0 7 1,244

—Hth - Others 5 0 0 5

4,59 1,788 561 6,943
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G0 SERR

Foreign exchange exposures

BENE 2 BB FHENEEIEERLF  The net positions or net structural positions in foreign
BZWREMOT : currencies are disclosed as follows:

RZZEMFRA=ZTH

As at 30 June 2004
fr
EYH New R
us BT  Zealand Australian Hitr “am
HEETEME Equivalent in HK$'Million  Dollars Euros Dollars  Dollars  Others Total
REEE Spot assets 11,253 537 315 1,749 1,067 14,921
REER Spot liabilities (10,916) (237) (400)  (1,806) (904) (14,263)
BEHEA Forward purchases 4,418 1,135 205 476 1,541 7,775
BHEL Forward sales (4,819)  (1,445) (104) (383)  (1,698)  (8,449)
HERRE Net option position 0 0 0 0 0 0
R/ (B)8EFHE  Netlong/(short) position (64) (10) 16 36 6 (16)
i T
Ey New R
us Bt Zealand Australian Hitr “am
Dollars Euros  Dollars  Dollars  Others Total
HEBMEABTFHE  Netstructural position 0 0 0 0 0 0

6 I I e el I A B )
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() SMNERKE @
Foreign exchange exposures (continued)
R-ZBZ=F+_A=+—H
As at 31 December 2003

i
ey New BT
us Bl Zealand Australian Hit ok
AEATERE Equivalent in HK$'Million Dollars Euros  Dollars  Dollars  Others Total
REEE Spot assets 5,467 914 547 1,290 947 9,165
BEaE Spot liabilties (7008 (606)  (447) (1199  (809) (10,069)
EHEA Forward purchases 6,050 1,640 42 677 1,011 9,420
Forward sales (4,579) (1,951) (132) (737) (1,149) (8,548)
Net option position 0 0 0 0 0 0
/(B BEE Net long/(short) position (70) 3) 10 31 0 32)
i
ey New BT
us Bl Zealand Australian Hit ok
Dollars Euros Dollars Dollars Others Total
HEREIMEABFE  Netstructural position 0 0 0 0 0 0
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MEBARRE

Investments in subsidiaries

(k)

EHREZMBARIBARITERE
B -MR-ZEMFRA=ZTHEZHK

All principal subsidiaries are directly owned by the
Bank. Details of principal subsidiaries at 30 June

BARZERNT : 2004 are as follows:
HRFRA,/
ERTRAR ¥E2 (B#)
ZERE REESH TET
Issued and fully % of Net profit/(loss) FE£K
paid-up ordinary  ownership  for the period Principal
share capital interest held $'000 activities
REBEAMRIREE Incorporated and operating in Hong Kong
BEEREBEERA IBA Credit Limited 65,000,000/ 7T 100% 3780 BXEFAREB
HK$65,000,000 HK$37,892  Deposit-taking and
finance
BEBERRT (E) International Bank of 5,000,000/ 7T 100% 6BT) EER%E
BERAR Asia (Trustee) Limited ~ HK$5,000,000 (HK$6) Trustee services
BEEREFERAT IBA Securities Limited 8,000,000 7T 100% 1466380 HHEEL
HK$8,000,000 HK$14,663  Securities broking
BEBRESEEERAF  IBAFund Management  8,000,0003 7T 100% WETL ERER
Limited HK$8,000,000 HK$324  Fund management
Mars (Nominees) Limited Mars (Nominees) Limited 200 T 100% SET REARH
HK$200 HK$5  Nominees services
REBEEMBIREE Incorporated and operating in Vanuatu
IBA Bank Limited IBA Bank Limited 4,000,000% 7 100% 9ET B
US$4,000,000 US$39  Finance

N ERRRZEMBLR - WEHH
AREBEZIRAR - BREZBEBRRT
(FFE)ARDRRARLDAIN  ZF
MERARHRIARE -

a public company.

R E A

INTERIM REPORT 2004
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All of these controlled subsidiaries have been
consolidated into the Group’s financial statements.
All the subsidiaries are private companies except for
International Bank of Asia (Trustee) Limited, which is
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nH 2AER
Corporate governance

FEEBNETRKFRARER X
RERNETEECREERRMNE
ERRFMOEPSE [ Kb a3
BEREEER] -

m FEZEF
Key specialised committees

E=Z2CORIYETERZES 8%
WITZEg  FEZEg HAERE
BEREE FERZBEEULRFMEER

() BITEES
WITREEHEY - T RIEH
TEREKX  ERERREFS
TE - ZEERRTEHRIE
SRITAVERE TSRS I S IRR
BREETRIMEEREERE
BAREBEBRREMEE —KRE
BEH -ZEEMAEEGNE
EZz8g AEEHRUERE=S
SRERBUAANGEERS -

(ii) EEZE
EELZEEHESFENIL - BE
TZEERBERIE- - %
REEBEMBRITMREH &
BERBEEEREREREERAR
HREERE  WMITHRAARE
HEAREERZE FEZE®
ZH R BIEEERRERRIZEH
ZHEH - EEEEETEDEE
BEEVAEG - - ZZEeEMER
REELEH 2 EHR - LMEEE
BEERMIES  MBREEE
ExMazEERR

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.

(@

(ii)

TR AR op
INTERIM REPORT 2004

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 has been established by the
Board to carry out the Bank’s credit risk management
functions. It meets twice a week and 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.

WO WO oM i o WA W 63
INTERNATIONAL BANK OF ASIA LIMITED
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(m)

(iii)

6

FTEZEE (&)

Key specialised committees (continued)

EERAEZES

BERABZBEAATHITR
BE - BITESE  BBRE A
B ARITBEZZEENSRE
BABMEK - REEHERNIZE
EEEMRIT—REE  RAE
BRERBEIERIFESHIFE
RE  WREENAER/EE -
ZEENEIZRESETEHRA
KITHFRNERBR RS E SR
BREETRS - BRI EARITRNE
SEENRENUARETEERE)
SEHEHMMRATEEEE
RAEERE RERHEGRRE
BEENER - AREESIE -
ZEENHEEREREZERN
RIEREK - BNERMKTAEH
T AR ERZEBR R HE
T - WO BERARZES
TRAF AL B & S ERPI AT IR T A
miER R EFIEES - UHESR
BT E M °

I I O T A
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(iii)

Asset and Liability Committee

The Asset and Liability Committee is comprised of
the Bank’s Chief Executive, executive director, chief
financial officer, treasurer 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.

R AE o
INTERIM REPORT 2004
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(m)

(iv)

(v)

(n)

TEZEE (B

Key specialised committees (continued)

BREES

EREESH=RIFRITESA
B R RED I RBILAL -
ZREBEBFRILBITNRES
VWHERRBEFERMFAGH - &
BRBRERANEEARRITZ
MR MBIE - ZRBENER
ERREEZ B RS - R
AR B SN A B D 2 ] 2 B
AR B R A E T A ERIRER Ok
FERR B RSN R BRI 1 2 HE
BER -

¥FMESS

FHNREEHESEZIFNTE
% SERITRIER RmEEL Ik
BITEEHEK - ZLEEGRTFE
BiITgE  NEHRILESRT
BAB (BREITHAR - ITE
ERBITRIBE) ZHBI S -
HITERLT B2 BRSNS HH
ZIRE e

[ B B
Management of risks

AEECRAFEEREEEEAR
RBET  BARTSRERSEE R
BF - -BAREERRBNTRE S
T REBENETERESR  YEH
el AN B L b OB 2 A AR o R
RERM T E HETREUERT A K
REIEFF

(iv)

(v)

Audit Committee

The Audit Committee comprises of three non-
executive directors, a majority of whom are
independent. It meets at least four times a year and
additionally 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.

Remuneration Committee

The Remuneration Committee comprises the Board’s
non-executive Chairman, non executive Vice
Chairman and two independent non-executive
directors. The Committee meets as required to
review and approve the remuneration packages for
senior executive 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 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.

TR AR op
INTERIM REPORT 2004
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(n) EABREE @

Management of risks (continued)

(i) FERBRER

EERBRRERASZZEF
REEBITHANE - AT REAREE
ZEF - EBES5ME WA TE

TAREMIRITER -

AEEZ EEBRBA B EARE
BE - BERREEEGRTE &
FEETLEEESRE 8
EERRF  EROBRERSRER
BEEHRTE - XREFBRT
PR ZREREESREER
FERR kTR ERM 25 -

EEEUTREREREAER
REFGEREERE - THRA
BAUBEEEETRRNAITE
BgzEIERREN  MITHRA
BMEEESHERTEREEZE
BENMHEE - FEZEIY
BETRENEE BEXFH A
BRRAE KA Z EREE N MK

PEIR o
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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.

R AE o
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n) EBREE @

Management of risks (continued)

(i) FERRER @@
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Credit risk management (continued)

The credit departments, Corporate and Retail Banking
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.

WO WO oM i o WA W 67
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Management of risks (continued)

(i) FERRERE

ERBITIERTYEBE PR
VAR 047 R 4R B A BD B A 1 P
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EHzEERAMN EHEARE
K& omEMET - STETERE
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23(b) T LA BR ©

(i) RBESEABER

mEBE AR

H25% K25 -
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INTERNATIONAL BANK OF ASIA LIMITED
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TEECBEREREENREDE
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E-BERALAEEET AR
BERK WHRLEBEFAETHR
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(ii)

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 interim financial
report.

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 70.85%
for June 2004 and the average liquidity ratio of
71.40% for the six months period ended June 2004
were well above the statutory minimum ratio of
25%.

R AE o
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(n)

(ii)

(iii)

E TR (&)
Management of risks (continued)
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(iii)
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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 (a) above, both the Group’s adjusted capital
adequacy ratio incorporating market risk of 18.75%
and the unadjusted ratio of 18.82% as at 30 June
2004 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 HKMA, 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) and (b).

WO WO oM i o WA W
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Management of risks (continued)
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(iv)

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, equity 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. 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,
equity 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.

R AE o
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Management of risks (continued)
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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
means 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. The 95% and 99% VaR for the Bank’s
investment portfolio, including Hong Kong Exchange
Fund Bills, at 30 June 2004 were HK$13,445,624
(2003: HK$11,008,441) and HK$19,016,398 (2003:
HK$15,569,444) respectively. The average VaR at
95% and 99% confidence level for the first six
months of 2004 were HK$13,289,165 (2003: HK
$5,018,005) and HK$18,795,114 (2003:
HK$7,097,059) respectively.
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Management of risks (continued)
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(iv)

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 ensues 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$78,897 (2003: HK$103,918) and the standard
deviation was HK$86,726 (2003: HK$82,616). An
analysis of the Group’s trading revenue is shown
below:
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Management of risks (continued)

(iv) mERKBER &) (iv) Market risk management (continued)
i B B AAIE (8) Market risk exposure (continued)
BE-ZZNFRAEHESEXZKRESH

Daily Distribution of Trading Revenue for the Period ended June 2004
16
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BE-ZR=-FAEHESEXZhEIM
Daily Distribution of Trading Revenue for the Period ended June 2003
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Management of risks (continued)

TERBER (4) (iv) Market risk management (continued)
i B B EIE () Market risk exposure (continued)

A FEIRB R 144AERZE (= This shows a maximum daily loss of HK$380,114
TE=F  V44ERZHE) R N (2003: HK$20,985) with 9 days (2003: 7 days) out
R(ZEZ=F  TR)EFE - of 144 days (2003: 144 days) showing losses. The
&m®AEBKR380,1148 T (ZF most frequent result was a daily revenue falling
T = 209858 TT) c HRIEE between HK$80,000 to HK$90,000 (2003:
2T 5k 4E A E B U A80,00078 HK$70,000 to HK $80,000) with 15 occurences
JLE 90,0008 T (Z T =4 : (2003: 16 occurences). The highest daily revenue
70,000/ 7T £ 80,000/ 7T) - If i was HK$552,245 (2003: HK$582,063).
WTIER(ZEZ=F : 16K) °

& &8 BUE /552,245 7T (=

TT =4 : 582,063 T) °

WOk B PR M f WA W EEIAE R
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IBA NETWORK
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Eo (852) 2842 6222
HE : (852)2810 1483
BE :  corpcomm@iba.com.hk
#iE + www.iba.com.hk
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HEAD OFFICE

IBA BU|Id|ng 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

IBA BRANCHES
Hong Kong

Central Main Branch
Sheung Wan
Queen’s Road East
Wanchai

Happy Valley
Causeway Bay
North Point

Taikoo Shing
Chaiwan

Kennedy Town

Kowloon

Kowloon Main Branch (Mongkok)
Tsimshatsui

Jordan Road
Mongkok

Sham Shui Po
Cheung Sha Wan
Mei Foo Sun Chuen
Ngau Tau Kok
Richland Gardens
Hunghom

New Territories
Tsuen Wan

Tuen Mun

Yuen Long

Tai Po

Shatin Center
Tai Wai

RN R MW oW W OB @ o o W

2842 6222
28159322
2591 1036
2891 7968
25911323
28817291
2512 8313
2885 4577
2595 0663
28551233

2390 2882
27216104
2302 1502
2385 6034
23812273
2387 0338
2742 9911
2344 6991
2796 2575
2954 2331

2402 1006
2440 3039
2479 0236
2667 1517
2605 7737
2602 8288

A
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IBA NETWORK

W[ I L IBA WEALTH MANAGEMENT CENTERS

) 37 & Causeway Bay 2832 2070
it B North Point 2802 3888
AR Hunghom 2627 0880
BiE Kwun Tong 2797 0366
Ex3 Mei Foo 2620 0383
A Mongkok 27700170
Al XX M Homantin 2762 8121
< g Tsuen Wan 2357 9888
H Shatin 2605 6789
JLEA Yuen Long 2869 6389
P Tuen Mun 2440 6626
W [ | FA N SRAT IBA AMBASSADOR PRIVILEGED BANKING
IR Central 2842 6008
fa] 32 H Homantin 2762 8335
PIRBREF L Central Stock Trading Center 2842 6161

B0 |
AEERMBERAT

AEERESERERAF

Mars (Nominees) Limited
IBA Bank Limited (Vanuatu)
BEBEKRESFEFRAT

7 WO OB OWm T F W
INTERNATIONAL BANK OF ASIA LIMITED
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Gl

PRINCIPAL SUBSIDIARIES
IBA Credit Limited

IBA Fund Management Limited
Mars (Nominees) Limited

IBA Bank Limited (Vanuatu)

IBA Securities Limited

R AE o
INTERIM REPORT 2004






International Bank of Asia Building
38 Des Voeux Road Central
Hong Kong



