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FINANCIAL HIGHLIGHTS (UNAUDITED)

BEBE(KREER)

For the six months ended

(HK$ Million) 30 June 2005 30 June 2004
Bz H=E
—ETHE —ZTTMF
~AB=+A ~NA=tH
(B&%T) 1< {8 A 1ERMEA
Profit attributable to shareholders
% B 4 i R 114 199
Interim dividend (per share)
FHIRE (BR) 6.00 cents 6.00 cents
Return on average equity
F 19 BR AN B 3 3 6.32% 10.93%
Return on average assets
F 198 A R 0.50% 1.11%
As at As at
(HK$ Million) 30 June 2005 30 June 2004
—EBEHEE —TTNOF
(BEET) AA=+R A~A=1H
Total assets
BEE 50,907 41,449
Advances to customers
less reserves
BEPEFRFE 19,678 16,201
Customer deposits and
medium term funding
BEEREFHES 35,412 32,198
Shareholders’ funds
REE S 3,664 3,602
Unadjusted capital adequacy ratio
REREERT R E 15.71% 18.82%
Liquidity ratio
(average for the month)
NARTHRBES X 44.60% 70.85%
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CORPORATE INFORMATION
AR

SHAREHOLDERS
75% — Fubon Financial Holding Co., Ltd.
25% — Public

SOLICITORS
Clifford Chance
Slaughter and May

AUDITORS
KPMG

COMPANY SECRETARY
Ivan Young

REGISTERED OFFICE
Fubon Bank Building

38 Des Voeux Road Central
Hong Kong

BOARD OF DIRECTORS

Ming-Hsing (Richard) TSAI

Chairman — Fubon Bank (Hong Kong) Limited

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

Chairman — Fubon Life Assurance Co., Ltd.

Chairman — Fubon Asset Management Co., Ltd.

Vice Chairman — Taiwan Mobile Co., Ltd.

Ming-Chung (Daniel) TSAI

Vice Chairman — Fubon Bank (Hong Kong) Limited
Chairman — Fubon Financial Holding Co., Ltd.

Vice Chairman — Taipei Fubon Commercial Bank Co., Ltd.

Chairman - Taiwan Mobile 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
— Fubon Bank (Hong Kong) Limited
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CORPORATE INFORMATION
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Horace FAN Sheung Yam

Executive Vice President — Fubon Bank (Hong Kong)
Limited

Director — Fubon Credit (Hong Kong) Limited

Director — Fubon Securities (Hong Kong) Limited

Wing-Fai NG
Managing Partner — Primus Pacific Partners

Victor KUNG

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

Chairman — Fubon Bills Finance Co., Ltd.

Jesse DING

President — Taipei Fubon Commercial Bank 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
Managing Director — China Renaissance Capital
Investment Limited

SENIOR MANAGEMENT

Jin-Yi LEE Managing Director and
Chief Executive Officer
Horace FAN Executive Vice President

— Financial Markets Group
Executive Vice President

— Support Group
Executive Vice President

— Financial Control Group

Michael CHANG

David CHAN
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REVIEW OF 2005 INTERIM PERFORMANCE

—ERRFRHREALDE

HONG KONG AND CHINA ECONOMIC OVERVIEW

Hong Kong continued its rebound from the economic
hardship with a strong performance in the first half of
2005. GDP in the first quarter of 2005 expanded by 6%
comparing with the corresponding period in 2004, the
seventh consecutive quarterly growth since 2003. The
economic growth came despite less than favourable
external factors such as rising US interest rates,
persistently high oil prices and the tightening measures
introduced by the Chinese government to curb rapid
investment growth, riding on strong exports of goods
and services and growing tourism. Recent growth was
also accompanied by improving consumer confidence
with strong domestic demand, better employment
conditions, a vibrant property market and stronger credit
demand.

Private consumption expenditure went up by 4.6% in the
first quarter over a year earlier. The labour market
improved with the unemployment rate falling to 6.1% in
the first quarter of 2005 and further to a 41-month low
of 5.9% in the three months ending April 2005. Despite
external price pressures, inflation remained low with a
year-on-year increase in the Composite Consumer Price
Index of 0.4%.

Looking forward to the rest of the year, exports, the
property market and tourism will continue to underpin
local economic growth. Local consumption will remain
strong due to improving employment conditions and
visitors under the Individual Visit Scheme. We expect a
boost in tourism with the opening of Disneyland and the
AsiaWorld-expo in 2005. Against this backdrop, the
government has maintained its full year GDP growth
forecast of 4.5%.

EERPERKHEGE
BREFAMKERNRETRE  R-ZF
TEEFFRARY - _E‘Eﬂﬁ%—
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The continuous inflow of funds early in the year pushed
money market liquidity to record highs, causing Hong
Kong interest rates to diverge from the their rising US
counterparts. Although there was rising credit demand
in the market, loan expansion has not been able to
absorb this surplus liquidity. The Hong Kong Monetary
Authority introduced the three new measures on 18 May
2005 to enhance the operation of the Linked Exchange
Rate System, which essentially empowered the HKMA to
buy or sell the Hong Kong dollar against the US dollar at
any level within the range of 7.75-7.85. With the new
arrangement, the HKMA can more effectively manage
the short-term interest rates while allowing longer-term
interest rates to follow. The narrowing of prime and
HIBOR gap together with the flattening of the interest
rate yield curve put pressure on Hong Kong banks’ net
interest margin especially in the first half of the year.
Hong Kong’s Prime Lending rates also rose by 1.5% to
6.5% during the period.

FUBON PERFORMANCE

2005 marked the beginning of a new era for Fubon Bank
(Hong Kong) Limited (“Fubon Bank”), with its formal
change of name to reflect the Bank’s integration with
the Fubon Group. With the new name came a new
business strategy that stressed providing a “value
banking” experience for its customers. Fubon Bank also
set its goal to transform from a local bank to a regional
financial institution while leveraging the holding company’s
financial strength. Fubon Bank began exploring Taiwan
business and seized every growth opportunity to expand
its assets.

FURFRERANESHEBMISNEAH
BSHERLUT S  BRESFEXHR
ZEMEMELBEME - BEMISE
BEREA  BEEREEMNIER B AR
MEEMENESCRG BECMER
BR-ZZZTRAFREATNREH=ZEH
B B LA 0o Bk SR BB SR I fE MO B 1E - IR
EEEMEERNT.75E7.858E AT
B BERITHET « EHILHET -
BEACREEREEAEREERFE -
WL RAFEBEAZE - ZEZFER
ERBRITRERBE B ZUCE R A B U
R GEEHT - RIS EEFRBRITH
FEEBKESN - HANEEREREER
AR IR B 1.5%E6.5% °
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REVIEW OF 2005 INTERIM PERFORMANCE

—ERIEPHREDE

As compared to the total assets as at last year-end,
Fubon Bank’s total assets recorded an increase of 11%
and expanded to HK$50.9 billion in the first half of
2005, which is a record high for the Bank. The loan
portfolio reached HK$19.9 billion, an increase of 9%
from December 2004 with growth in most of the loan
types and major economic sectors. Residential mortgage
loans remained the main staple of the Bank’s loan
portfolio, reaching HK$7.9 billion. To diversify the credit
risk, the Bank expanded its corporate loan portfolio,
increasing it by 18% to HK$10.1 billion. Loan quality
continued to improve with the amount of impaired loans
reduced to HK$179 million compared to HK$258 million
at last year-end, or 0.9% of the total loan portfolio
compared to 1.4%.

The Bank maintained a liquid position with cash and
bank balances of HK$11.6 billion, a growth of HK$6.1
billion. The increase was partly the result of increases in
deposits from customers of HK$2.4 billion. The Bank
also raised HK$800 million in a well-received floating
rate certificates of deposit placement in May 2005.

The Bank maintains an investment portfolio of Hong
Kong Exchange Fund and quality commercial paper to
enhance its yield. In light of the rising interest rate
environment, the Bank shortened the duration of its
portfolio compared to the end of 2004.

The rise in interest rate coupled with the expansion of
the Bank’s interest-earning assets led to a 32% increase
in gross interest income to HK$625 million. With credit
demand improving in the second quarter of 2005, the
Bank actively expanded its loan portfolio to enhance its
core earning capability. The deposit base was enlarged
to facilitate a continual expansion in the latter half of
2005. However, with the successive increases in HKD
and USD interest rates, gross interest expense has
risen to HK$360 million and led to a decline of net
interest income of 13% to HK$265 million recorded for
the first half of 2005 and the net interest margin also
declined by 53 basis points to 1.3%.

BEFFEREELELR  EHETH
BEABENR_ZTAFLFIFRNHEEK
@%E%ﬁﬁ%hﬁ%ﬁv%@in%v
i@TKﬁ”%ﬁE%%oAm@
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BAETL BD ﬁﬁ%ﬂ  AIRTTINAE
FTHEMEER —AT—EET

1 9118% ° %*E%Fﬁ&i WEE
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ﬁ%m&‘é@ﬁl4%ﬂm§09%°
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m@Au&mAVm&ﬂ EVARRRE N
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EEBREMBA - %ﬁ ERBITRE
SREZRAF  BRERI EAZE=
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FRBWAFERE FHK13%E —BE/NTH
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Fees and other operating income reached HK$115
million for the six months, a 5% increase compared to
the same period last year. Sales of structured products
for our wealth management clients saw good growth.
Brokerage income improved in the second quarter with
the equity market activity increasing. Fubon Bank also
leveraged on its Group strength in expanding its
insurance and unit trust businesses.

Operating expenses decreased slightly to HK$284
million despite an expanded operation to support the
growth of the balance sheet, the cost of the name
change campaign and costs incurred in cultivating the
Bank’s Taiwan business. The Taiwan Corporate Banking
team and Offshore Ambassador team were formed in
the first half of the year and are beginning to make a
contribution to the overall profitability.

The Group recorded a reversal of provision of HK$3
million for impaired loans and advances as compared
with a total charge of HK$25 million in the first half of
last year. However, the gain on disposal of available-for-
sale securities has decreased from HK$96 million to
HK$29 million and the reversal of impairment losses on
other assets also dropped from HK$27 million to HK$5
million between these periods. The overall contribution
to the Group’s net profit from these items has
decreased from HK$99 million to HK$37 million. In view
of the abovementioned factors, net profit for the first
half of 2005 amounted to HK$113.8 million, representing
a decline of 43% from the same period last year.
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INTERIM FINANCIAL REPORT
RO R

The directors have pleasure in presenting the unaudited
interim consolidated financial report of Fubon Bank
(Hong Kong) Limited (‘the Bank’) and its subsidiaries
(collectively ‘the Group’) for the six months ended 30
June 2005.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

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 on Corporate Governance
Practices, 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 2005.

In addition, the unaudited interim financial report on
pages 16 to 68 together with the unaudited
supplementary financial information on pages 69 to 90
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”).

EFeMAREEHRT (FB)ER
7U$ﬁﬁD&RW§ B (R [

SEDBE-_ZZRAFRA=THIE
ZAMHZ$M§ﬁ¢%Hé%%ﬁ
BFEEERERTR

RETEERIABTEAER - TE
EWBRAARTRBE_TZTRFA
A=+8 1L} 8 B B R Ay 3k R
EREEMEXZMBERARLTHR
A4 # 2 DR ERER T -

HNE16E68E v R F Iz BB 7%
LERHNFEEIZ0E 2 K& EEZ
HWRUEEREMBEANSTANEE
FEACREER (2R BEMHZ
EEE TR F 0 A [ kb 5 i 3R AT B
EHRHIEER]MES -
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

The directors and Chief Executive of the Bank who held
office at 30 June 2005 had the following interests in the
shares of its ultimate holding company, Fubon Financial
Holding Co., Ltd. (“Fubon Financial "), at that date as
recorded in the register of directors’ and Chief Executive’s
interests and short positions required to be kept under
section 352 of the Securities and Futures Ordinance:

ESRTHRAIRRS - HER
NREFHESNAE

RRTR _ZETRAFAAA=Z+HMERL
EERTHEE  RNEBREBEES K
BEPIE3526BFENEE RITHEZ
HORERRARELMT BEERK
ERARE A RERROERAR ([E
HeE) RO FakEamT :

Ordinary shares in Fubon Financial of NT$1 each

EASEERAG-THAWEAERD

Name Personal Family
i3] fBA Rk

MingChung (Daniel) Tsai PSR 225208304 27,241,166
MingHsing (Richard) Tsai 88 204,639,280 26,390,879

JinYi Lee B 600,000 @ -
Jesse Ding TTE 2,231,531 -
Victor Kung BXfT 1,040,571 383
Wing-Fai Ng REE 88,000 -
Fan Sheung Yam, Horace 38 £ 41 150,000 @ -
Note:

(1) 1,656,147,232 shares were held through corporations in
which Mr. Ming-Chung (Daniel) Tsai, Mr. Ming-Hsing (Richard)
Tsai and other Tsai family members have beneficial
interests.

(2) The shares were acquired during 2004 pursuant to Fubon
Financial’'s treasury shares programme which invited the
directors and certain senior management of the Group to
acquire Fubon Financial’'s shares at a discounted price.

Percentage

Total number of of total

Corporate shares held issued shares
He2Heq

EE FERAAY REZRL
1,656,147,2320  1,908,616,702 23.66
1,656,147,232W  1,887,177,391 23.40
- 600,000 0.01

- 2,231,531 0.03

- 1,040,954 0.01

- 88,000 0.00

- 150,000 0.00

Mt

(1) 1,656,147, 2328 /1D AL EEERE -
MERBLE  ZHRABEEERHEMER
RERER FiUEEZ B2 BN -

(2) ZEBRNEN_ZZTNFANEREHS
Fﬁﬁ%ﬁrﬁrﬁﬁﬁ B o et EIBE
Elﬁ%&%?%iﬁﬁ@)\iu%%g
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INTERIM FINANCIAL REPORT
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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 or as otherwise notified to the Bank pursuant
to the Model Code for Securities Transactions by
Directors of Listed Companies (“Model Code”).

The Bank has adopted the Model Code set out in
Appendix 10 of the Listing Rules as its code of conduct
regarding securities transactions by the directors. The
Bank has made specific enquiries of all directors
regarding any non-compliance with the Model Code
during the period, and received confirmations from all
directors that they have fully complied with the required
standards set out in the Model Code.

SUBSTANTIAL SHAREHOLDERS AND OTHER
PERSONS

As at 30 June 2005, 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.

A s g
BRAT

Fubon Financial Holding Co., Ltd.

B batEsh - RRITHERMERERST
BRI RERBRERTN\RATF
2o BRB(ETRREFETESFRS
EIREST A (MREESF AN - RANERTT -
HAEMZERDR] - B AR S E R B
REEED - BERDRESTEEA
FEETMhRAMNS RRITOERK

HR

FRRIRITE RPN LR B &%+ Prat
ZEMBTAESETESRIH IRE
SR RRITEMMBESELEHE
MERBETRZEHEEH  REER
Ex2ETRETRMBZRTE -

FTERRRAEMAL

R-BTRFAA=TH  EBRRE
EMABT - ARTEEETFIALE
BARTERITRAS%IA L RS -

Percentage

Ordinary shares of of total
HK$1 each shareholding
SREE-BT mERE
ZER G Batt
879,120,000 75
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DIRECTORS

The directors in office during the six months ended 30
June 2005 and at the date of this report were:

Executive Directors

Jin-Yi Lee (Managing Director and Chief Executive Officer)
Fan Sheung Yam, Horace

Non-Executive Directors

Ming-Hsing (Richard) Tsai (Chairman)
Ming-Chung (Daniel) Tsai (Vice Chairman)
Wing-Fai Ng

Victor Kung

Jesse Ding

Independent Non-Executive Directors

Robert James Kenrick
Moses Tsang
Hung Shih

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 2005. Neither the
Bank nor any of its subsidiaries has purchased or sold
any of the Bank’s shares during the period.

BE=x
RBE_ZZERFA=TRHLEAEA
HEEAREHH 2 ETEER
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FTEE (BERAKERITRER)

ERy §
FUTES g
HAR (E5) 2
e EYCIES D) 2
SR g
X 17 5
TR S
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CORPORATE GOVERNANCE

The Group 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, the
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. 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.

The full board meets a minimum of four times a year.
These meetings are supplemented by frequent
communication between management and non-executive
directors. The Board plays a supervisory role, delegating
executive authority to professional managers. The Board
approves the Bank’s policies based on the
recommendation of management including 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.

EER

AEFR-FRERFOEER BELR
TEREEBRRBAE - NEERHE
R EMRE R B ESNBEEES -
HEANBFRE=F% -BEXKZEEH=
IFERMITES - HRRIHABIAL
HE - MBEER  ZZEGEERR
REEZ N ZEE - WERAERZ
MEPEZ RS A U EEIL BB AR
EEeREERBAENRA - ELE
g HEAEEIN ISR RTEES
EUBREERTEEREFLA - B
ZESRSEMARRSE - EREZEY
ERIMR AR B SRS - FHEE
SHIFHITER  FFHITRIEFAMKL
BREMBBIINTEE  ZREER
BERs R ARITESRERE S -

RRTEFHEIBITOAEREREES
o RRERGNIN - BIEE NI
EEeNeLEREARE EFSEE
REAE  WERITENRTERKHE -
EXeNeRBEERE 2 2R MRAR
TZBRBEEERABEBERREER
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Directors are provided with a copy of the “Corporate
Governance of Locally Incorporated Authorised Institutions”
under the Supervisory Policy Manual issued by the
HKMA and are familiar with the code provisions under
the Code on Corporate Governance Practices issued by
The Stock Exchange of Hong Kong Limited.

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. The annual Capital, Asset Quality,
Management Quality, Earnings and Liquidity (“CAMEL”)
rating by the HKMA 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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INDEPENDENT REVIEW REPORT
BYUEH®RS

TO THE BOARD OF DIRECTORS OF
FUBON BANK (HONG KONG) 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 16 to 68.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITORS

The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require the
preparation of an interim financial report to be in
compliance with the relevant provisions thereof and
Hong Kong Accounting Standard 34, Interim Financial
Reporting issued by the Hong Kong Institute of Certified
Public Accountants. The interim financial report is the
responsibility of, and has been approved by, the
directors.

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

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
Institute of Certified Public Accountants. A review
consists principally of making enquiries of the Group’s
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 2005.

KPMG
Certified Public Accountants

Hong Kong, 11 August 2005

EHMITZENITHE

ZERBEEGTMAGRM IR
’#EE'J%7OO?}E BRI R8T 75 # & AT
METERLF BHEIZBREEHE
EREFRER  WIT PR HREE
TIIER - YRt R BITREESN B
U BHERECERERGTHER
25177 o BE TS IEPI 0 R 5 A
EZBEAE AERRZEERIEF °
EHRERBEARRMA - Bt - iz

HZRETBEZRE - Bt - ESL
ﬂiquﬂEHE?%%#&%%?&%EEETT%E*Z,uﬁi °

EHEW

EREE>EMLTHBREY S
FEEBE-_TTREAA=TAIEA
A 2 RS BB T AEA
K ET o

EEHEMERM
HEEFED

HE  —TERFNAT—H

-
=
-3
o
-
w
o
=
=
5
=
(]
=1
3
ol
D

©
o
=
N
o
o
[6)]

Hak
)
]
=)
[
A

B T s

(=]
-




CONSOLIDATED INCOME STATEMENT (UNAUDITED)

RelER (REFEK)

For the six months ended 30 June 2005 # % AFENA=1+HIEZ

For the six months ended
30 June 2005 30 June 2004

82z HZE
S —TTWE
ANAB=1+H NA=1H
Z 8 A 27~ 8 A
Note HK$’000 HK$’000
Bt &t FER FAET
ﬁ;ﬁs Interest income & A 4 624,885 472,597
E Interest expense F B 5 H (359,620) (168,922)
ﬁ Net interest income A8 WA F 265,265 303,675
@/Z Other operating income E b EWA 5 114,503 109,098
I‘,_[ Operating income EEIRA 379,768 412,773
P8 Gains less losses from & AT R
=S disposal of 2 W as R e 1B
. available-for-sale
o securities 29,031 96,300
Q Reversal of/(provision for) JREER K E#AL 2
é impaired loans and BEREEZ
8 advances Bl 5, (B ) 3,001 (24,513)
=\ Reversal of impairment & & R IR K E 15 &
*E losses on investments FiSEEREBEREIE
= and assets acquired Ak
§ under lending
c agreements 5,319 27,221
S o s
E Operating expenses EES 6 (284,188) (289,288)
Profit before taxation B 54 A g A 132,931 222,493
Taxation 18 7 (19,109) (23,655)
Profit attributable to HR ERFE 45 4
shareholders 113,822 198,838
Interim dividend of 6.00 AR HIR 8 &%
Hong Kong cents per 6.007 1l
share (2004: 6.00 ZETPE
Hong Kong cents) A% 6.0078 1Il1) 70,330 70,330
Earnings per share BRAF
(Hong Kong cents) (B 8 9.71 16.96

The notes on pages 21 to 68 form part of this HHRFE21EEF68E ZKRE WAL
unaudited interim financial report. RIQEZ R BRI RS 2 — 361D °



EXTRACTS FROM CONSOLIDATED BALANCE SHEET (UNAUDITED)

REEERERBE (REHER)

As at 30 June 2005 FNA=+H

As at As at
30 June 31 December
2005 2004
—EERF —TETNEF
ANAH=+H +=ZA=+—8
Note HK$’000 HK$’000
Kt & FET FHE T
(Restated) -
(E2351) g-
w
ASSETS BE -
Cash and short term funds 3 & & 52 #1 & & 10 19,645,649 13,574,799 5
Placements with banks —Z+ @A %’
maturing between B H 2 $RAT >
one and twelve months A 3 UK 11 2,349,353 5,813,775 8
Certificates of deposit held FT# 17 7 7% 12 410,977 499,007 i
Trading securities FERXZRBEZES 13 35,328 126,926 S
Other financial instruments %2 (B (& T & 4 A »
designated as at fair Bk 2 B A B
value through profit SETHE -iﬁxl
or loss 14 666,465 0 | !
Derivative financial AT A ﬁ
instruments 15 285,018 0 5;
Advances to customers BE B BURR BB E Y
less impairment %ﬁ
allowances 16 19,677,684 18,002,299 Dﬁ&
Accrued interest and FEETFIE R
other accounts H A AR B 17 704,998 906,947
Available-for-sale securities 7] f i & & % 18 5,923,193 5,625,670
Investment in associated B & QA AR E
company 19 6,662 6,648
Fixed assets EEE 20 1,201,781 1,204,710

50,907,108 45,760,781




EXTRACTS FROM CONSOLIDATED BALANCE SHEET (UNAUDITED)

REEERBERBE (REER)

As at 30 June 2005 AENA=T1H

As at As at
30 June 31 December
2005 2004
—EERF —TETNEF
ANAH=+H +=ZA=+—8
Note HK$’000 HK$’000
Kt & FET FHE T
(Restated)
i (B51)
R
ﬁ LIABILITIES =R
Hﬁ Deposits and balances RITRZE R EHAM
By of banks and other SREE TR
.‘,c_l financial institutions R 4 & 21 3,162,763 4,098,985
' Deposits from customers & 5 17 22 32,452,400 30,085,730
ﬂ?ﬂ[ Certificates of deposit B BT RE
% issued 23 2,959,557 2,367,912
§ Derivative financial PTESMT A
£ instruments 15 297,455 0
E Other trading liabilities EMRSRETNZEE 1,735,538 2,237,272
=l Other accounts and HMEE REBE
é liabilities 17 6,635,206 3,268,110
E 47,242,919 42,058,009
ngn EQUITY N
E Share capital & A 1,172,160 1,172,160
Share premium A& 17 i (B 749,778 749,778
Reserves i1 24 1,742,251 1,780,834
3,664,189 3,702,772
50,907,108 45,760,781

Approved and authorised for issue by the Board of KE=EFeR_ZZHF/\A+—HBE
Directors on 11 August 2005. BREERM o

The notes on pages 21 to 68 form part of this #HRFE21EHEFESE 2KAWEAK
unaudited interim financial report. RIEHEZT B @mE 2 — 2B °



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

BREASB 2 HGEHRER (REER)

For the six months ended 30 June 2005 # = FANA=+HILZNEA

Shareholders’ equity
at 1 January
As previously reported
Adjustment arising from
changes in accounting
policies

As restated

Realisation of revaluation
surplus of
available-for-sale
securities

Net change in fair value of
available-for-sale securities

Deferred taxation

Net losses not recognised
in the income statement

Net profit for the period
Dividend paid during
the period

Shareholders’ equity

For the six months ended
30 June 2005 30 June 2004

Bz H=E
—ZEThHEF —TTNE
~NHB=+H ~NA=1+H
Z A8 A Z~8A
Note HK$’000 HK$’000
Bt &t FER FAT
B—A—BRERAE
AR RS 3,702,772 3,784,171
HestBREs)
2
3 49,462 0
B &5 3,752,234 3,784,171
AEHERAFZER
HEREH
24 (8,523) (16,589)
AHEEEZFRHFFEAT
BEZHE 24 (79,926) (76,353)
iR E B 18 24 15,520 16,265
RIE W 2 = A HERR
ZERFE (72,929) (76,677)
HA 9% 2 7 113,822 198,838
H A A% Bk B
(128,938) (304,762)
& & A& X 3,664,189 3,601,570

The notes on pages 21 to 68 form part of this HHKRFE21BEF68E ZKRE WixAK

unaudited interim financial report.
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT (UNAUDITED)

RERERDIRBE (REER)

For the six months ended 30 June 2005 &%

AENA=1+HIEZNEA

ST RERRRE

=
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Fubon Bank Interim Report 2005

Net cash inflow from
operating activities

Net cash outflow from
investing activities

Net cash used in
financing activities

Increase in cash and
cash equivalents

Cash and cash equivalents
at 1 January

Cash and cash equivalents
at 30 June

Analysis of cash and
cash equivalents

Cash on hand and at banks

Short term funds maturing
between one and twelve
months, which were
originally repayable
within 3 months

Placements with banks
maturing between one

and twelve months, which

were originally repayable
within 3 months

BEEHZRSRA
R

REGHZHER
b

BELSERZAS
R

RehEFRRE
BB Z g

R—HA—BzR=z
hERRELER

RARA=ZTHZRE R
ERALER

RERERRE
BB 2o

B RIRTT R R &R
—E+-ERIH
ZEHPREE (R
R=188 AEFR)

—E+ AR
RIT R ZE R (R
R=188 AEF)

The notes on pages 21 to 68 form part of this
unaudited interim financial report.

For the six months ended

30 June 2005

30 June 2004

Bz H=E
—ZEThHEF —TTNE
ANA=t1H NA=+H

Z A8 A 275 E B
HK$’000 HK$’000
FE T FHET
4,809,372 6,437,496
(28,951) (33,104)
(128,938) (304,762)
4,651,483 6,099,630
9,186,328 8,709,357
13,837,811 14,808,987
515,349 708,241
12,933,919 12,321,139
388,543 1,779,607
13,837,811 14,808,987

HNE21HEEFE68H 2 KRB K AR
RIEEIZP R RE 2 —2BHD



NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

ARERTFHUMBREME

1. ACTIVITIES AND CORPORATE AFFILIATION

315 % 2 i B K

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 at 30 June 2005 to be Fubon Financial Holding
Co., Ltd. (“Fubon Financial”) which is incorporated in the
Republic of China and operates as a financial
conglomerate.

2. BASIS OF PREPARATION

RTEBEDTEMBARRME X
SIERTT ~ SR R AR -

EEXgRR AEER_ZTRFRA
=THENREKERAFREHmER
BROERAB ([EHEE]) - ZRAR
HERBFEMKRYL - A—REERE
ES L

BE2mREE

This interim financial report has been prepared in
accordance with the applicable disclosure provisions of
the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, including
compliance with Hong Kong Accounting Standard “HKAS”
34, Interim financial reporting, issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”). It
was authorised for issuance on 11 August 2005.

The interim financial report has been prepared in
accordance with the same accounting policies adopted
in the 2004 annual financial statements, except for the
accounting policy changes that are expected to be
reflected in the 2005 annual financial statements.
Details of these changes in accounting policies are set
out in note 3.

The preparation of an interim financial report in
conformity with HKAS 34 requires management to make
judgements, estimates and assumptions that affect the
application of accounting policies to and reported
amounts of assets and liabilities, income and expenses
on a year to date basis. Actual results may differ from
these estimates.
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2. BASIS OF PREPARATION (continued)

WMEZRBEEE (@)

This interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The notes include an explanation of
events and transactions that are significant to an
understanding of the changes in financial position and
performance of the Group since the 2004 annual
financial statements. The condensed consolidated interim
financial statements and notes thereon do not include
all of the information required for a full set of financial
statements prepared in accordance with the Hong Kong
Financial Reporting Standards.

The interim financial report is unaudited, but has been
reviewed by KPMG in accordance with Statement of
Auditing Standards 700, “Engagements to review interim
financial reports”, issued by the HKICPA, KPMG’s
independent review report to the Board of Directors is
included on page 14.

The financial information relating to the financial year
ended 31 December 2004 that is included in the interim
financial report as being previously reported information
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 2004 are available
from the Bank’s registered office. The auditors have
expressed an unqualified opinion on those financial
statements in their report dated 1 March 2005.

AP B E BREBALS M EHRE
R B PR E B AT o BYGEPTEL AV AREE -
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RO HNESBREEZENEHMR
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

ARERTFHUMBREME

3. CHANGES IN ACCOUNTING POLICIES

B BREES

The HKICPA has issued a number of new and revised
Hong Kong Financial Reporting Standards (“HKFRSs”,
which term collectively includes Hong Kong Accounting
Standards “HKASs” and Interpretations) that are effective
or available for early adoption for accounting periods
beginning on or after 1 January 2005. The Board of
Directors has determined the accounting policies
expected to be adopted in the preparation of the
Group’s annual financial statements for the year ending
31 December 2005, on the basis of HKFRSs currently in
issue.

The HKFRSs that will be effective or are available for
voluntary early adoption in the annual financial statements
for the year ending 31 December 2005 may be affected
by the issue of additional interpretation(s) or other
changes announced by the HKICPA subsequent to the
date of issuance of this interim financial report.
Therefore the policies that will be applied in the Group’s
financial statements for that period cannot be determined
with certainty at the date of issuance of this interim
financial report.

The changes in the Group’s accounting policies resulting
from the adoption of new HKFRSs are attributable to the
adoption of HKAS 32, “Financial instruments: Disclosure
and presentation”, HKAS 39, “Financial instruments:
Recognition and measurement” and HKAS 17, “Leases”.
The following sets out further information on the
changes in accounting policies for the annual accounting
period beginning on 1 January 2005 which have been
reflected in this interim financial report.

The adoption of HKAS 17 has no material effect on the
Group’s financial statements.
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3. CHANGES IN ACCOUNTING POLICIES (continued)

S REEH (@)

Summary of the effect of changes in the accounting
policies from the adoption of HKAS 32 and 39 is as
follows:

(i) Changes in classification and measurement of
financial instruments

In prior years, the accounting policies for certain
financial instruments were as follows:

a) Non-trading securities were stated at fair value
with changes in fair values recognised net of
deferred taxes in the investment revaluation
reserve until the security was sold, collected,
or otherwise disposed of, or until there was
objective evidence that the security was
impaired, at which time the relevant cumulative
gain or loss was recognised in the income
statement.

b) Derivative financial instruments entered into
by management used for asset and liability
management purposes and which qualified as
hedges were valued on an equivalent basis to
the underlying assets and liabilities or net
positions which they were hedging. Any profit
or loss was recognised on the same basis as
that arising from related assets and liabilities
or net positions.

c) General provisions on loans and advances
were determined by directors at a level deemed
appropriate to absorb expected losses for
loans which were impaired at the balance
sheet date but which would not be identified
as such until sometime in the future.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

ARERTFHUMBREME

CHANGES IN ACCOUNTING POLICIES (continued)

S REEH (@)

()

Changes in classification and measurement of
financial instruments (continued)

d) Specific provisions on loans and advances
were determined by directors at a level deemed
appropriate to absorb expected losses from
individual accounts after taking into account of
the value of the collateral held.

e) In prior years, advances to customers and
trade bills were carried at amounts advanced
less payment collected, any suspended interest
and reserves for credit losses. Cash rebates
granted in relation to residential mortgage
loans were capitalised and amortised to the
income statement over the early prepayment
penalty period.

f)  Fees and commissions arising on project and
structured finance transactions which were in
the nature of interest were recognised as
interest income on a time-apportioned basis.

With effect from 1 January 2005, and in accordance
with HKAS 32 and 39, the following new accounting
policies have been adopted for the financial
instruments mentioned above:

g) Except for the non-trading investments as
mentioned below, all non-trading investments
held as of 1 January 2005 were classified as
available-for-sale securities and were carried at
fair value. Changes in fair value were recognised
in equity, unless there is objective evidence
that an individual investment is impaired. If
there is objective evidence that an individual
investment is impaired, any amount held in the
fair value reserve in respect of the investment
is transferred to the income statement for the
period in which the impairment is identified.

(1)
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3. CHANGES IN ACCOUNTING POLICIES (continued)

S REEH (@)

(i) Changes in classification and measurement of
financial instruments (continued)

On 1 January 2005, a portfolio of non-trading
investments of HK$691,125,000 with
associated interest rate swaps were separated
into the underlying debt securities and derivative
financial instruments. As a result, the debt
securities were restated at fair value amounting
to HK$739,065,000 and were re-designated
on 1 January 2005 as other financial
instruments at fair value through profit or loss,
as permitted by the transitional arrangements
of HKAS 39. In addition, the interest rate
swaps were classified as derivative financial
instruments held for trading purposes which
were measured at an aggregate fair value of
HK$47,940,000.

There was no net impact to the opening
balance of retained earnings as of 1 January
2005. Comparative amounts have not been
restated as this is prohibited by the transitional
arrangements in HKAS 39.

As a result of these changes, the Group’s net
profit before and after taxation for the six
months ended 30 June 2005 have increased
by HK$980,000 and HK$808,000 respectively.

All derivative financial instruments previously
entered into by the Group for hedging purposes
are re-designated as for trading purposes and
are stated at fair value. Changes in the fair
value of these derivatives held are recognised
in the income statement.

(1)

ERMIASEEFEZSE ()

R=—ZEZTRF—F—H B—
JEIEEBE R 2 IREHME
H {E{83£691,125,000/& T °
HEREBZFEEHENE D
FIEHRIES B S RITE SR
TEAR - Bt - RZZZTH
F—H—R  EEEGTEL
FIFEE ML TR N 0 5%
EEEBFHENEAFEES
739,065,000 7T & 7 i 72 IF
AR - WEBEHIABIEATF
BEEMABREREZHMS
RETH o ptoh - FHREE 2 F Kim
HENBPEARERSAE
ZHTHESRMTE  TEUEA
F{B{E47,940,000/% JT E #1iE
R ABR ©

W=STHEF—A—H &M
e 2 B 2 45 R U R A
BERTS MR
R 395 BIEIE R BERT A L
HABESILBERT -

RRILIEZS  HE—_TTH
FRNA=TH1IENEABEAR
S BBRTL AT R BR B8 5% ) F R
2 Bl # 980,000 T &
808,000/% Tt °

REEREBIELHREZ T
BTEEmIA  EEFHIIME
RHEMELRERFEET
B o IR ETET A Z A
BEZEINBRERDER -
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3. CHANGES IN ACCOUNTING POLICIES (continued)

S REEH (@)

(i) Changes in classification and measurement of
financial instruments (continued)

This change was adopted by way of an
adjustment to increase the opening balance of
the retained earnings as at 1 January 2005 by
HK$348,000. Comparative amounts have not
been restated as this is prohibited by the
transitional arrangements in HKAS 39.

As a result of this new policy, net profit before
and after taxation recognised for the six
months ended 30 June 2005 have been
reduced by HK$1,803,000 and HK$1,429,000
respectively.

At each reporting date, the Group determines
whether objective evidence of impairment exists
for groups of loans and advances on a
collective basis and, if such indications exist,
assesses the amount of collective impairment
allowance required. These groups are of
individually insignificant loans and advances
that have similar credit risk characteristics. In
assessing the amount of collective loan loss
allowance required, the management estimates
the present value of the future cash flows
expected to be received from these groups of
loans and advances, taking into account the
contractual cash flows, the historical loss
experience and other factors such as credit
quality, portfolio size, and economic factors.
The accuracy of the allowance the Group
makes depends on how well the Group can
estimate future cash flows and the model
assumptions and parameters used. While this
necessarily involves judgment, the Group
believes that the collective impairment
allowance is reasonable. The collective
impairment allowance replaces the previous
general provision for loans and advances.

(1)

ERMIASEEFEZSE ()

/-\—%%EEQE_

X —==

B 1 TE
A —BHVIRE S & 8r EFt
7 348,000/7C c HREAEE
FT2ERI B 3955 1B 1 T HE AT S
I MAERBINLEEHF -

HBRLIEZES  HE_TTH
FRA=TH1IENEAHBEAR
SRR HRB A KRR R R
758 5 Bl 2 1,803,000/
7T % 1,429,000/ Tt ©

REEHEEH  ~AEEEE
BAREREBHERIANER
HBARAREBRZEER
& WAREEBERLSR - A%
B A HEmS 2 F AR E
B - ERARE T EZE
AR NEERRBRILAFHE
MEERBROEE - REHEH
FRARERB IR B
2 E L R E TR 2R TR
Hpt Rz ARRESREZR
B Y ARHRERE - R
ERBERRBFCBEMZIE
KNEBREEMEAR @ EE
Bx HERAERKEERR
F o AREFREE BB ZE
i - DRFAREGERE
Rengz EwERRAZM|R
RMPTER 228 - HAEHR
WBEF KA - AERBERES
BRERBNBARE - GRam
ERETRRZAAERRE
RPTIE 2 —MRBEE
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3. CHANGES IN ACCOUNTING POLICIES (continued)

S REEH (@)

(i) Changes in classification and measurement of
financial instruments (continued)

This change was adopted by way of an
adjustment to increase the opening balance of
retained earnings as at 1 January 2005 by
HK$39,863,000. Comparative amounts have
not been restated as this is prohibited by the
transitional arrangements in HKAS 39.

As a result of this new policy, net profit before
and after taxation recognised for the six
months ended 30 June 2005 have both
increased by HK$8,681,000.

At each reporting date, the Group determines
whether there is objective evidence of
impairment for loans and advances which are
individually significant. If such evidence exists,
the Group estimates the amount of impairment
allowance which is measured based on the
difference between the carrying amount of the
loans and advances and the present value of
the estimated future cash flows discounted at
the loans and advances’ original effective
interest rates.

This change was adopted by way of an
adjustment to reduce the opening balance of
retained earnings as at 1 January 2005 by
HK$11,438,000. Comparative amounts have
not been restated as this is prohibited by the
transitional arrangements in HKAS 39.

As a result of this new policy, net profit before
and after taxation recognised for the six
months ended 30 June 2005 have increased
by HK$1,702,000 and HK$1,405,000
respectively.

(1)

ERMIASEEFEZSE ()

R BEEEHS —_TTRF—
A—BHOREERNERHT
39,863,000/ 7T - BN EBE
FT2ERI B 3955 1B 1 T HE AT S
I MAERBINLEHF -

HRIEES)  BE_ZTZTH
FRA=THIENEAHEA
SEBRFA RSB E SR FE
1% 418,681,000/ 7T °

EREBE - NEERETE
1IE'JE?§ZE &ETAﬁTtEI
EE/WEJEETEZ%E?L o fim 3%

REZEEBEFE $Elﬂ—r7’%
ZIAE A ETHE R R E R T
B2 WIRBZEER
&@mzﬁﬁﬁfﬁiﬁi&ﬂﬁﬁ%

RRBFRRR 2 EBRFEA
ﬁﬁﬁiﬁﬁﬁ;ﬁr 5 2 TREARRIR
eREZREME ZMZEHE
@E o

R BEEESHS —_TTRF—
BA—BHEOREBEFRDT
11,438,000/87C - HR B LS
FT2ERI B 3955 1R 1 T HE AT S
I MAERBINEEHF -

E/\ﬂwaElJt/dlﬁ ,HHF'EJZJS
S BBR T AT R BR B 18 5 F) ) F R
2 R AN1,702,000% 7T K&
1,405,000/ T °
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ARERTFHUMBREME

3. CHANGES IN ACCOUNTING POLICIES (continued)

S REEH (@)

(i) Changes in classification and measurement of
financial instruments (continued)

k)

With effect from 1 January 2005, and in
accordance with HKAS 39, the amortisation of
cash rebates for residential mortgage loans is
charged to the income statement over the
estimated useful lives of the loans. The cash
rebate amortisation is recognised as an integral
part of the total interest income.

This change was adopted by way of an
adjustment to increase the opening balance of
retained earnings as at 1 January 2005 by
HK$34,621,000. Comparative amounts have
not been restated as this is prohibited by the
transitional arrangements in HKAS 39.

As a result of this new policy, net profit before
and after taxation recognised for the six
months ended 30 June 2005 have been
reduced by HK$105,000 and HK$86,000
respectively.

Fees and commissions arising on project and
structured finance transactions which are an
integral part of effective interest are recognised
using the effective interest method. The
effective interest method is a method to
allocate the interest income over the expected
life of the relevant loans using the effective
interest rate calculated by discounting
estimated future cash payments and receipts
under the relevant loans.

This change was adopted by way of an
adjustment to reduce the opening balance of
retained earnings as at 1 January 2005 by
HK$3,442,000. Comparative amounts have
not been restated as this is prohibited by the
transitional arrangements in HKAS 39.

(1)

ERMIASEEFEZSE ()

k)

REEBEHERIFE395% - B
—TERF—F—HiE ' EE
RIBE RS Mz BT i%
Bz EAt R e R R 40
A o 3R [ R GH Y B A B UK
AZBREBD -

R EgesHS —TTRF—
B—BHORZENEFRHT
34,621,000/ 7T - HRNEEE
FT4ERI S 395K 1B K 1 T HEATZE
I MAERBINEEEHF -

HRLAES)  HE—TTH
FRA=TRLEAERBHEA
R R T Al % B 50 180 i ) 8
2 Bll# 4 105,000 T &
86,000/ 7T

HEREBUEREXSMES
ZERRAS  EMERER
FEZERED  SARERF
BIAT AR - BERAEA
B RIREMERZAFRR
BB - LARFRTT
A EMBHZERME - &
BRAERZ BT FHAEH S
WAZTTE -

R EgesHS —TTRF—
B—BHORZEINRDT
3,442,000 T - HRNB BT
FT4ERI 2B 395K 1B K 1 T HEATZE
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3. CHANGES IN ACCOUNTING POLICIES (continued) St BUR 2 8 (&)
(i) Changes in classification and measurement of (i) €RMIESEHEFEZES (&)
financial instruments (continued)

As a result of this new policy, net profit before RRILIEZS  HE—_TTH
and after taxation recognised for the six FRA=TAH 1IN EAHBEAR
months ended 30 June 2005 have been S BBRTL AT R BR B8 5% ) F R
reduced by HK$1,075,000 and HK$1,263,000 2 Bl 41,075,000 T &
respectively. 1,263,0007% T °

(ii) Effect on opening balance of total equity at 1 (i) R=ZZEHF— B —BAERZHD

January 2005 (as adjusted)

The adoption of HKAS 39 has resulted in a change
in the accounting policy relating to the classification
of financial assets at fair value through profit or
loss and available-for-sale financial assets. It has
also resulted in the recognition of derivative
financial instruments at fair value and a change in
the recognition and measurement of hedging
activities. The Group has applied the previous
Statement of Standard Accounting Practices
(“SSAP”) No. 24 “Accounting for investments in
securities” to investments in securities and also to
hedge relationships in the 2004 comparative
information as HKAS 39 is applied prospectively.

The adjustments required to restate balances in
accordance with HKAS 39 are made as at 1
January 2005. The following table sets out the
adjustments that have been made to the opening
balances at 1 January 2005:

BHewE (KRR

FNE B S ERE395 B EIRA
FEEEMNABREZEREE
FAIHEZEREEZDESF
BRBEMES - MEBUR A FER
BRZITESBR T ARYHES 2
AEREREMEE - AREST
FHERIFEIE RN T RF—
B—BEAER  AEBR-_ZTZ[Y
FREZ BHRREREHERZE
BLRENEREBAEZSHER
A ([ EBER]) 5245 [F
AEEBEZ e RBEIFTRR -

R-ZETRF—HA—H  REFE
SR ERIEISRIEL R AR ZE
P#EsR e BN —ETHF—A—H
HERIEE 2 FERER TR
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ARERTFHUMBREME

3. CHANGES IN ACCOUNTING POLICIES (continves) = 5tHEKSE (&)

(ii) Effect on opening balance of total equity at 1 (ii)
January 2005 (as adjusted) (continued)

RERF
Effect on equity of new policy FBREER Y E Note HK$°000
(increase/(decrease)) (#m/ (HD)) fifiE FEL
Separate accounting for nonrading investments  #{E3ER 5 HB R E L iEH
and related derivatives METAZPBREARTE  3()e) 0
Derivatives designated as trading PBERFGBRZTETER 3(i)(h) 348
Collective impairment allowance LARERE 3(i)i) 39,863
Individual impairment allowance {18 Bl 3 1B ¢ £ 3(i)G) (11,438
Amortisation of cash rebates for mortgage loans 1218 E R & [0l B 2 B 48 3(i)(k) 34,621
Effective yield adjustments for loans and advances & 7t Jt # 5 2 B 1 Al & 3 % 3(i)(1) (3,442)
Aggregate deferred tax effect of Lt AREETERE
the above adjustments 2 (10,490)
R-ZZEZThE—-F—H
Total effect at 1 January 2005 HEES 49,462

(iii) Effect on profit after taxation for the six months (i)
ended 30 June 2005 (estimated)

In respect of the six months period ended 30 June
2005, the following table provides estimates of the
extent to which the profits for that period are higher
or lower than they would have been had the
previous policies still been applied, where it is
practicable to make such estimates.

Retrospective adjustments have not been made for
the six months period ended 30 June 2004 for all
changes in policies due to the adoption of HKAS
39, as explained in note 3(i) above.

R-ZZRF-A - AARSNAD
HERo B (KAR) (8

Retained earnings

HEBE-ZZRAFAA=THLR
18 A SRR RS R 2 & (55

RBE_ZTTRFANA=THILRN
& AR - R ERT 2 BRT
REBRNTRMGEEZAR - HEE

BRTBERK AR AR
m A BT EoR 2 BEE -

RE-TTWEAA=+AIAE
AR - A LR ERA L]
FES()FT Ml 2 BB @ 2RI E 30
RSB FAREEB B
BE -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

ARERTHUBREME

3. CHANGES IN ACCOUNTING POLICIES (continves) = 5tHEKSE (&)

(iii) Effect on profit after taxation for the six months (iii) $#BZ—EFRFE A=+ H1E~E

ended 30 June 2005 (estimated) (continued) B ERERBRIER 2 8 () @)
Six months ended
30 June 2005
" BZ_ZERF
o AB=1H
E 28 B
T8 Effect on profit of new policy FBREBANZ2HE Note HK$’000
Hﬁ (increase/(decrease)) (8, (D)) fi &t TER
iy |
ﬂn;l Separate accounting for non-trading BEFRRZFABEERERE
g investments and related derivatives METAZ A BEARGTE 3(i)g) 808
i Derivatives designated as trading vl *E ARXSZRAEZITETIR 3(i)(h) (1,429)
" Collective impairment allowance RERERE 3i)) 8,681
§ Individual impairment allowance TIEI AR E R 3(i)(j) 1,405
i Amortisation of cash rebates for mortgage loans &8 & (IR £ 154 2 4 3(i)(k) (86)
E Effective yield adjustments for loans ERRBREBRNEFE
E and advances 3(i)(1) (1,263)
E Total effect for the six months ended RZZEZREASRA= + H
E 30 June 2005 EABABE ¥ E@st 8,116
& L
S
§ 4. INTEREST INCOME A E WA

Six months ended
30 June 2005 30 June 2004

Bz H=E
—EEREF —ETMF
ANA=1+H A~NA=t+H
Z A8 A Z~8A
HK$’000 HK$’000
FERT FET
Interest income on listed EWHREFBWA

investments 38,724 18,993

Interest income on unlisted JEEMEEF S WA
investments 82,046 67,632
Other interest income H i F) 2 U A 504,115 385,972

624,885 472,597
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ARERTHUMBEREME

5. OTHER OPERATING INCOME HihEEWRA

Six months ended
30 June 2005 30 June 2004

82z H=E
—EEHF —ZZTF
~NA=1+H NA=+H
Z A8 A 275 E R -
HK$’000 HK$'000 g
FET FET :'?
(Restated) =
(E3)) El
3
Fees and commission income & f & & W A 69,358 65,265 CB:DU
Less: Fees and commission &l : ERAEAE S H 8
expense (10,246) (6,883) g
Net fees and commission ERARMASWMAFRE &
income 59,112 58,382 g
Dividend income from listed £ & 2 kS WA 5
investments 50 1,246 ﬂ\'
Dividend income from unlisted 3E FH3% & 2 % 8 A )
investments 6,565 343 |
Gains less losses from HNE ZZ 5 2 W ARk S 1B ﬁ
dealing in foreign currencies 10,667 7,831 dut
Gains less losses from BEXSGAEBRHFRS fé
dealing in trading securities Z WA R E 1R 2,221 5,244
Gains less losses from other EMEBEX 52 KA
dealing activities & 12 26,146 20,988
Revaluation loss on financial &8t T A~z &4LEE
instruments (659) 0
Rental income el A 1,929 4,876
Others EAh 8,472 7,101

114,503 109,098
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ARERTHUBREME

6. OPERATING EXPENSES EEXH

Six months ended
30 June 2005 30 June 2004

82z H=E
—2F0fF —TTWE
~NA=1+H NA=+H
" Z A8 A Z~8A
= HK$’000 HK$’000
= FET FHT
s
Hﬁ Salaries and other staff costs ¥ & & H & 8 B A& 129,268 168,550
ﬁﬂ Premises and other fixed assets = ith &= & H b & & & &=
s — Rental of premises -EiERS 13,161 12,255
;53; — Depreciation — e 31,778 28,940
i — Others —HA 7,383 7,111
B Auditors' remuneration ZEED N & 641 756
§ Other operating expenses Hih & ES H
i — Business promotion —XBHE 28,972 8,535
E — Legal and professional fees — A2 N HEFERNE A 9,961 5,505
£ — Communication — @A 9,874 9,472
% — Electronic data processing — & F&KHEER
x and computer systems ENEES S 31,187 30,534
a — Others —H M 21,963 17,930
S
§ 284,188 289,288




NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

ARERTHUMBEREME

7. TAXATION

Bi I8

Current tax — Provision for
Hong Kong Profits Tax*

Tax for the period

Over-provision in respect
of prior years

Deferred tax

Origination and reversal of
temporary differences
(Note 17(b))

Total income tax expense

Six months ended

30 June 2005

30 June 2004

82z H=E
—EZREF —ZZTF
NBE=+H NA=+H
Z N8 A 275 E R
HK$’000 HK$’000
THET T T
BN EA R T8 —
EBFE A E
AR IE 17,589 22,423
BEFEZRS
BiE 0 (1,214)
17,589 21,209
EIER 1B
TREERELS
K mE (Kt sE17(b)
1,520 2,446
FriSfisz 42 %8 19,109 23,655
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7. TAXATION (continued)

BIE ()

Reconciliation between tax
expense and accounting
profit at applicable tax rate

Profit before taxation B 5 Bl 4 )

Notional tax on profit before &% Al & & 2 fi 5t

tax, calculated at the rates I A
applicable to profits in the AEERERZ
tax jurisdictions concerned*  FE&R T Rt B *

Tax effect of non-taxable FEE R TR IBMA
revenue 2B E

Tax effect of non-deductible FER R S

expenses ZRIETE

Over-provision in prior years BEFEZBZEE
Actual tax expense BEEMIES

*

The provision for Hong Kong Profits Tax for 2005 is
calculated at 17.5% (2004: 17.5%) of the estimated
assessable profits for the six months ended 30 June
2005.

BiIA S R A R B R 5 B 2 BT
Rz 8 AR

Six months ended
30 June 2005 30 June 2004

CES Bz
—g2EfE  -TTMF
AA=+A  AA=+H

21 A 2~ fEA
HK$’000 HK$’000
FHT THE
132,931 222,493
23,263 38,937
(5,235) (16,209)
1,081 2,141
0 (1,214)
19,109 23,655

*  HE-ZTRAFANA=THIENEAS
N2 FEfEE R s 2 17.5% (ZZ Y
£ 17.5%) 5HE o
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ARERTHUMBEREME

8. EARNINGS PER SHARE

SRER

Earnings per share is calculated on profit attributable to
shareholders of HK$113,822,000 (2004: HK$198,838,000)
and on 1,172,160,000 (2004: 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.

9. SEGMENT REPORTING

TR AEF TR 8RR E E G S F
113,822,000 jc (ZZ T U 4F
198,838,000/ 7T) KA HAN B 31T 18
f% {7 1,172,160,0000% (= T = PO 4F :
1,172,160,0008%) 5+ & ° BEEAF (] A i,
Bz EARER - HiRER Al 5 BB EE A
BEERANEXNBEEZEE -

2 IRER

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.

Retail Banking mainly comprises the Consumer Banking
and the Retail Distribution Network businesses.
Consumer Banking comprises credit card merchant
acquiring, provision of credit card advances, insurance
and unit trust businesses. Retail Distribution Network
business mainly comprises private banking, deposit
account services, residential mortgage and other
consumer lending.

Wholesale Banking comprises the Small and Medium
Enterprise businesses and the Corporate Banking
Business. Small and Medium Enterprise businesses
includes both personal and corporate equipment
financing, commercial lending to small and medium
enterprises, automobile and other consumer leasing
contracts and lending activities. Corporate Banking
business covers trade financing, syndicated loans and
other corporate lending.

DEERTIRBEREEE XS KRS
BRE - AR AEE 2 2 MEBHAE L
SHEREE-RBEAN  XBHBEER
BRERBFELN -

KBTI REMBRR 2 EEEXBHRT
BEREBZHBRY -

TERTEBIZERBTEHERTE
BREEDHBEER - TEHBRT
EXBBEEAREAFPRY - EAREER
BR% - R R EAEFEE - TESH
WEEBEEBRELARTES - 7K
FORE - EERIBREMEEES -

HEBRTEBRED/NEEBREER
THE - PINEEBBIELARDBER
HBiEE - FOREEE B REMHE
BEHESHNRIERE - DERITER
BEEZBE  REEFRREMEEE
o
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9. SEGMENT REPORTING (continued)

DIEER (@)

Financial Markets mainly provides securities brokerage,
foreign exchange services and centralized cash
management for deposit taking and lending, management
of trading securities, execution of management’s
investment strategies in money market investment
instruments and the overall funding of the Group.

Real Estate is responsible for the management and
orderly realization 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.

(a) Operating Income (a) EEKA
Retail Banking TERT
Wholesale Banking 2R 1T
Financial Markets & BT IS
Real Estate L=
Unallocated* B *

ERMEEBERERTLEST - HME
RZRBEEFMEENTRRSER -
BHRXGEDER - REEFRERE
EERMSETREARAEENERE
EeER -

MEEEEGREEEIEEAREER
Bl R AR R B R i P S R M 2K -

HREAAHIRE TR BEHAERE
B BAREERE  FHERMEE
B R E MRS B D BRI E X

DI ©

Six months ended
30 June 2005 30 June 2004

S S
—EREF —ETONF
ANA=+H RNA=+H

28 A ZN{EA
HK$’000 HK$’000
FTET THETT
248,467 308,464
115,113 103,595
9,665 36,318
(1,404) (443)
7,927 (35,161)

379,768 412,773
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ARERTHUMBEREME

9. SEGMENT REPORTING (continued) 2EER (@)
Six months ended

30 June 2005 30 June 2004

BZE HE

—2F0fF —TTWE

~NA=1+H NAZ=+H
Z 8 A Z~8A -
HK$'000 HK$'000 g
(b) Profit before taxation (b) PBR%i A% F FERT FAT &:'?
=
=
Retail Banking TERTT 89,244 125,148 =
Wholesale Banking 2L ER1T 57,362 59,801 %
Financial Markets SRS 4,131 111,142 P
Real Estate MEER 12,918 29,037 B
Unallocated* K Hm* (30,724) (102,635) 8
132,931 222,493 3
Tl
*  Unallocated items mainly comprise interest income derived ~ * A EIEB X ZEMAE S EBHER g
from shareholders’ funds not used by the business ZRRESFEEAZHEWRA - BEIHZ b=y}
segments, staff housing loans and the related interest BERREBEFEKARESHAE - B N
income and funding costs, staff deposits and the related TIHFEFMEEFNES L - BREHERE ﬁ
interest expenses and the head office premises, furniture, MEFER R KERRKENERZ B
fixtures and equipment and the related depreciation. This e - i ZEEUYREEEZE T il
also includes compensation payments payable in respect WENA=THIEHHEMMCAITES R E
of the early retirement of two executive directors and other HEthEAREEEATERIRA M e
senior management of HK$45 million for the period ended 45,000,000/ 7T 2 Bl & © of

30 June 2004.
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9. SEGMENT REPORTING (continued) DEE R (@)
Geographical segments EE 5B

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 periods ended 30 June 2005 and 2004,
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.

BESBZEMASMRBRERBE AR Z
TREBMENLE  HREEREESR
EHEEARZARTOTNE BP
UNENEBEEME TUEKE RBE-Z
ZRFER-TTMFERA=THEHE
REBZBLERARBRBATENS
ERUNEENARRITIHBRRRDT
AR ZBEMES ° RiRTTZ 1 0%H
BERUNEBRREHEUBTERELN
RAREATPE - MABNEERER
R EBLASN CAFR B A L) A 7 K (&
ABF o

10. CASH AND SHORT TERM FUNDS HEREHES
As at As at
30 June 2005 31 December 2004
—EEREF —ETMF
ANA=t+H +=HA=+—H
HK$’000 HK$’000
THET T T
Cash W& 66,838 85,540
Balances with banks and RITRAXEREA
other financial institutions SRS 2 B 448,511 311,065
Money at call and short RIS SRR
notice* 11,055,336 5,084,863
Treasury bills (including Bl E % (B
Exchange Fund bills) INEES ER) 8,074,964 8,093,331
19,645,649 13,574,799

* Money at call and short notice represents deposits of up
to a maximum of 1-month maturity from the balance sheet
date.

* BARESETESERESRE @
HEIB 275 »
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10. CASH AND SHORT TERM FUNDS (continued) BeREHES »®)

Treasury bills, including Exchange Fund bills, are short — BlE% (BHEIINEE G RE) AAREE R
term funds held by the Group which are issued by AZHEHES @ B RENT R RIET
central governments and central banks and are unlisted.  ZfTRIIER EHFES - BEHZ D

The analysis of treasury bills is as follows: R
As at As at =
30 June 2005 31 December 2004 g
“BRRF —TTEE
AA=+tHB +=ZA=+-—H -
HK$’000 HK$’000 =
T TEx B
3
Treasury bills, at fair value HEHZ2AFEE B
— Trading —REXZRA® 29,967 2,134,781 'g
— Available-for-sale — A HE 8,044,997 5,958,550 &
8,074,964 8,093,331 g
i
The maturity profile of treasury bills included above and A LEIEHZEEHESAFIHEHA ﬂ\'
analysed by the remaining period at the balance sheet 2 TR EARR &l 2 EARR BRI AT - 49
date to the contractual maturity date is as follows: gj
%‘{
As at As at E
30 June 2005 31 December 2004 ;ﬁé
—EERF ZETE
NA=+H +=—A=+—8”
HK$’000 HK$’000
FTET FHE T
3 months or less but not = {8 A sk A T HE
repayable on demand & T AR E R 3,073,709 3,834,873
1 year or less but over —E R AT
3 months =@EA R E 5,001,255 4,258,458

8,074,964 8,093,331
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11. PLACEMENTS WITH BANKS MATURING —Z2+_EAZHZRTRER
BETWEEN ONE AND TWELVE MONTHS EN

The maturity profile analysed by the remaining period at the ~ Z#&H B ZEA KFTEAZIH B 2 FIgAHIR
balance sheet date to the contractual maturity date is as &1 Z HIRAEFIAT -
follows:

As at As at
4 30 June 2005 31 December 2004
i —EETRE —EENF
A ~NB=+H +=—A=+—8”
ﬁ HK$’000 HK$’000
By FER FAET
il
| N
Usf 3 months or less but =@ A AT HE
g over 1 month — @& A LAk 2,036,071 4,749,506
8§ 1 year or less but —F AT
over 3 months =EAMNRE 313,282 1,064,269
2,349,353 5,813,775
12. CERTIFICATES OF DEPOSIT HELD Fris 7 ;A

Certificates of deposits are issued by banks and other T?k{idﬂfﬁﬁ&ﬁﬁt%mﬁl%%?‘ﬁ B
financial institutions, are unlisted and are classified as 3F F W HE AR HEZFFH -
available-for-sale securities.

Fubon Bank Interim Report 2005

The maturity profile analysed by the remaining period at  #Z4E H =4 #)1 A EIHI B 2 Fs4 HifR
the balance sheet date to the contractual maturity date 2|5 2 Hﬂ BARIT :
is as follows:
As at As at
30 June 2005 31 December 2004
—EETRF —EENF
AHA=+H +=—A=+—8~
HK$’000 HK$’000
FER TAET
3 months or less but =@ A AT HE
not repayable on demand 48 55 BB 52 5K 0 50,000
1 year or less but over —F AT
3 months =ERMNKE 140,153 106,042
5 years or less but over AFH AT HE
1 year —Ep 270,824 342,965

410,977 499,007
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13. TRADING SECURITIES BEXZRECES
As at As at
30 June 2005 31 December 2004
—EZTHF —EENF
ANA=T+AH +=-—A=+—H
HK$’000 HK$’000
FER FAT
Trading securities at BERXRSHAEERESZ
fair value AFEE
Debt securities BT E 5
— Listed in Hong Kong —-REBLT 5,339 6,844
— Unlisted —3EET 29,989 120,082
Total BB 35,328 126,926

The trading securities are issued by:

Central governments and AR IR R R SRR AT
central banks

Public sector entities N

Corporate entities 2

FEXSREESBATEBET

As at As at

30 June 2005 31 December 2004
—EZTHF —EETNF
AHA=+H +ZA=+—8H
HK$’000 HK$'000
TER FHET
3,802 5,307
29,988 120,082
1,538 1,537
35,328 126,926
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13. TRADING SECURITIES (continued)

BFEXZREZES (@

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

is as follows:
4o
i3
=R
H+
s
=t
fiy
fiy
ﬂn;l 3 months or less but not =@ A SIATHE
g repayable on demand 5 55 BN 28 X
¥ 1 year or less but over —FHATHE=
3 months & A LA &
5 years or less but over AFHATHE—
1 year FLALE
Over 5 years BiE A F

14. OTHER FINANCIAL INSTRUMENTS

Fubon Bank Interim Report 2005

REZBESNFTAZIE R 2 RERHR
gDz HRARAT -

As at As at

30 June 2005 31 December 2004
e i3 —TETNEF
NA=+H +=A=+—H
HK$’000 HK$’000
FTET FHE T

0 602

12,109 7,977
18,979 81,790
4,240 36,557
35,328 126,926

BEAFEETEAARRRK

DESIGNATED AT FAIR VALUE THROUGH Z2HMEmMIA
PROFIT OR LOSS
As at As at
30 June 2005 31 December 2004
—ETREF —TETNE
NA=+H +=A=+—H
HK$’000 HK$’000
FET FET
Other financial instruments & A FEEE
designated at fair value MABREZHE
through profit or loss ftEm T A
Debt securities BEHEH
— Listed in Hong Kong —-REB LT 79,992 0
— Unlisted — 3Lk 586,473 0
Total ®E 666,465 0




NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

ARERTHUMBEREME

14. OTHER FINANCIAL INSTRUMENTS BEAFEETEMABRZR
DESIGNATED AT FAIR VALUE THROUGH ZEMERMIT A ()

PROFIT OR LOSS (continued)

The other financial instruments designated at fair value 1z A FEEFEMABRR 2 &t

through profit or loss are issued by: TEBRATHERT :

As at As at I
30 June 2005 31 December 2004 §'
—E22IRF —ZTPE [
~A=+tA +=-A=+-8 §H
HK$’000 HK$'000 %
FHET FET 3
e
D
Central governments and FR ORI B R SRR AT §.
central banks 79,992 0 5
Public sector entities NE R 503,234 0 &
Corporate entities 2 83,239 0 lﬂél}
666,465 0 ]
I
The maturity profile analysed by the remaining period at 1248 B =4 4] B 2 FIgRHR ﬁ
the balance sheet date to the contractual maturity date &5 2 BiR 4B 40K : B
is as follows: ﬁ
;%E%
o
As at As at o

30 June 2005 31 December 2004

—2F0F —TTWE

~NAE=1H +=—A=+—H

HK$’000 HK$'000

FHERT FHET

5 years or less but over 1 year A sk A NI —F XU 425,490 0

Over 5 years BB A E 240,975 0

666,465 0




NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

ARERTHUBREME

STREG S

=
e
=

=
=

Fubon Bank Interim Report 2005

14. OTHER FINANCIAL INSTRUMENTS
DESIGNATED AT FAIR VALUE THROUGH
PROFIT OR LOSS (continued)

RAFEETEMAEBZRSR
ZEMERMIT A ()

These financial instruments relating to 2004 were
attributable to a portfolio of debt securities together
with the associated interest rate swaps which were
classified as non-trading securities in the prior year
financial statements. On 1 January 2005, these securities
were separated into the underlying debt securities under
“Other financial instruments designated as at fair value
through profit or loss” and the interest rate swaps under
“Derivative financial instruments” as explained in note
3()(g)-

ZEEH_TTNFE2eMTADER
BRESES  ERBERZNERRS
HEJRIFFEEERRE LRIV BE
FEZHBHRRAIER - R_ZBTREF
—A—B  UWEBHEDHRERES
EHFANERAFEETEMNARR
RzEMERT A RAREHSHIL
SWEMPTAES BT AL - FHIFEIIR M
3(i)g) °

15. DERIVATIVE FINANCIAL INSTRUMENTS TTEEmI A
Contract/
notional Fair values
As at 30 June 2005 amount Assets Liabilities
R-EZRFXA=T1H au/ ATLEE
EELH EE afE

Derivatives held for trading BEXRSZREZITETIR
a)  Foreign exchange derivatives @) SNEFTETER
— Forward exchange contracts —RHEXEH
- Swaps —EHEYN
— Options purchased —-BADRE
— Options written — i i EE
b)  Equity options (b) RAHE
- Options purchased —BEASE
— Options written — i ih B
¢) Interest rate derivatives ) FIEFTETR
— Interest rate swaps —FlEBEHEH
— Interest rate options purchased —BAR =
— Interest rate options written — i il R 4

Total recognised derivative assets/ RBEXSREZEER
(liabilities) held for trading wiEEE/ (8fF)

HK$'000 HK$'000 HK$000
TET TER TER

2,280,441 76,743 71,635
4,803,024 32,706 4,479
995,952 9,480 0
995,397 0 9,477
9,074,814 118,929 85,591
168,214 1,987 0
168,214 0 1,987
336,428 1,987 1,987
7,450,497 163,417 209,192
200,000 685 0
200,000 0 685
7,850,497 164,102 209,877
285,018 297,455
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15. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

fTHE€®MITE %)

In accordance with HKAS 39, the Group recognises the
aggregate fair values of derivative financial instruments on
its balance sheet as of 30 June 2005. The aggregate fair
values of favourable derivative financial instruments are
recognised as derivative financial assets whereas the
aggregate fair values of unfavourable derivative financial
instruments are recognised as derivative financial liabilities.
The derivative financial instruments can become favourable
assets or liabilities as a result of fluctuations in market
rates relative to their terms. Changes in the fair value of
these derivatives are recognised in the income statement.

All derivative financial instruments previously entered
into by the Group for hedging purpose did not qualify for
hedge accounting following the adoption of HKAS 39
and were stated at fair value on 1 January 2005. This
change was adopted by way of an adjustment to
increase the opening balance of the retained earnings
as at 1 January 2005 of HK$348,000, as explained in
note 3(i)(h). Comparative amounts have not been
restated as this is prohibited by the transitional
arrangements in HKAS 39. The Group’s off balance
sheet exposures to derivatives as of 31 December
2004 are set out in note 27.

REFEGTEANEISE - R=—FZTh
FRA=Z+H  AEEREEEAER
hREITESHMITA BN TEE- IR
ENESMTAZ@NFEEEERR
TESREE  MEETESRTAZ
BAFEECERRITESHERE -
RUEFHRZ2TRKRE - TEERTA
IRRIEZEREEREE - ZRFTE
TARAFEENZSENRERPHER -

BEERMBEBTIERFEI5 - R
TRE-—A—RB  AEEFBZHEN
ST ATRFEEREENER
ERATFEEAR - ZEB2IRM A
BEMRBEFEBYVEBRR-TTREF
— A—H A&348,000/8 7T+ a0H7E3(i)(h)
FTiRiE - AN BB ST ERIFE3RBIE
MR - M ARBHLLERET - K
SEHE-_ZTWNF+=-_A=+—H1t
BEABERIINEEZITETAEHIIRN
B 5E27 ©
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16. ADVANCES TO CUSTOMERS LESS BEFERBBERSE
IMPAIRMENT ALLOWANCES
As at As at
30 June 2005 31 December 2004
—EEREF —ETMF
~NAE=1H +=-—A=+—H
HK$’000 HK$’000
FET T
Advances to customers EFEMR 19,863,691 18,218,573
Allowances/reserves for BEBERZ#E/
impaired loans Gk
— Collective impairment —RARERE
allowance/general — B
provision (110,650) (145,816)
— Individual impairment —ERIRERE
allowance/specific 5 BI# e
provision (75,357) (70,458)
19,677,684 18,002,229

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

is as follows:

Repayable on demand

3 months or less but not
repayable on demand

1 year or less but over
3 months

5 years or less but over
1 year

Over 5 years

Undated

BB I8 K
“ERAIATHEES
B B 48 7K
—ER AT HE=EA
K E
AEKUTE—F
A E

BBAE
TR A

REEBEAKETAZIE R 2 RIERHR

g2 BARARI T

As at As at

30 June 2005 31 December 2004
—2F0F —TTWE
~NAE=1H +=—A=+—H
HK$’000 HK$'000
FER FAxT
791,917 626,018
2,747,591 2,356,241
2,610,428 2,269,977
6,502,346 6,144,293
7,023,263 6,554,202
188,146 267,842
19,863,691 18,218,573
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16. ADVANCES TO CUSTOMERS LESS EEERBRERE @
IMPAIRMENT ALLOWANCES (continued)

The impaired loans, together with the aggregate amount  SREEFERMZSEERE B L Z (@5
of individual impairment allowance and amount of (A& RIRITAIEA 2R EED

collateral held in respect of such advances are as T

follows:
-
As at As at §'
30 June 2005 31 December 2004 Eu
“ETEE —ZTQEE E
~A=t+AH +-A=+—-H g
HK$'000 1% HK$'000 1% 5
FTiEx BAL TAEL BA é.?
o
Impaired loans' AEER c
~ Rescheduled —BEENH 17,458 0.09 65,281 0.36 &
- Others —Hfh 161,564 0.81 192,537 1.06 il
— ——— %
179,022 0.90 257,818 1.42 ?{\T
I S— |
Amount of individual impairment 5t Jai (& & 70 B %
allowances held against ZERIRERRE 5;
impaired loans 75,357 70,458 :EL
Amount of collateral held in HREEFRREA ﬁ
respect of impaired loans' ZERmERE" 112,159 180,851 il
187,516 251,309
i.  As a percentage of gross advances to customers. . REFPEXRM#FEZA ﬁtt °
ii. Including expected recoveries of HK$11.50 million (2004:  ii. BEEH AR S LR AT K E 2
HK$8.83 million) from companies in liquidation. 11,500,000 7T ( ZZTTMF :

8,830,000/ 7T) °
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17. ACCRUED INTEREST AND OTHER EaFEREMRE 0 REMEER
ACCOUNTS, AND OTHER ACCOUNTS AND BERAE
LIABILITIES

(a) Current tax payable included in “Other accounts (a) REABEBBERPIATEMEE

and liabilities” in the consolidated balance sheet BREE] ZEMEEAFEEBELT :

represents:
4o
# As at As at
T 30 June 2005 31 December 2004
0 —BREF —ETME
iy ~NA=1H +-—A=+—8H
8 HK$'000 HK$'000
s THERT FHET
g
L8 Provision for Hong Kong NER 2 BRI F2EE
g Profits Tax for the period 17,589 39,902
5 Provisional Hong Kong BEEHBENEH
§ Profits Tax paid 0 (17,495)
[}
= 17,589 22,407
5 Balance of Hong Kong EBEFERBSFNEH
S Profits Tax provision A 4 54
§ relating to prior years 21,428 2,307
§ Provision for Hong Kong BB ST LR
£ Profits Tax 39,017 24,714

The amount of taxation payable is expected to be JEAMIESERETN —FREE °
settled within 1 year.
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17. ACCRUED INTEREST AND OTHER EaFEREMRE 0 REMEER
ACCOUNTS, AND OTHER ACCOUNTS AND BER&E @

LIABILITIES (continued)

(b) Deferred tax assets and liabilities recognised (b) ERAELCHEBEEERER
Deferred tax assets and liabilities are included in RIERBEEERBED R ALE
“Accrued interest and other accounts” and “Other BEBBRPZIEHNE REM
accounts and liabilities” respectively in the BRR |E[EMERE RARE] - 4R
consolidated balance sheet. The components of EEBREABRRIPEARAZELERIESR
deferred tax assets/(liabilities) recognised in the B/ (BB 2SR R
consolidated balance sheet and the movements B

during the period are as follows:

Depreciation General Specific
allowances provision/  provision/
in excess Defined ~ Collective  Individual Revaluation of
of related benefit impairment  impairment Cash available-
depreciation scheme  allowance allowance rebate forsale

jide) assets -k A adjustment securities  Revaluation
EBREN REEA BE/GA BE/BH  REEHE Taloses AHHE ofpremises Other Total
FEEHE SHEE HERE HERE ¥R HEER  BRER  NEEM e 4]
HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000  HKS'000  HKS'000  HKS$'000  HK$'000  HKS$'000
TEr TR TEx TR TEx TEx TEr TEn  TER  TEn

-
=
-3
o
-
w
o
=
=
5
=
o
3
ol
D

©
o
=
N
o
o
[6)]

Hak
)
]
=)
[
A
B
ﬁ
B
73!1%
eisie
594
of

At 1 January 2004 (11,938) (2,899) 22,093 0 0 1,949 (580) (7,677) 0 948
(Charged)/creditedto  H=FTMF-A-H

consolidated income  SFAMER 2 () /

statement i 767 0 3447 0 0 (1,949) 0 130 0 23%
Credited toreserves (i % (F524)

(Note 24) 0 0 0 0 0 0 1,504 3% 0 1,898
At 31 December 2004 HW=EZMEF=A

=1-H (11,171) (2,899 25,540 0 0 0 924 (7,153) 0 5,241

Deferred tax adjustments EEFERERE
due to change in SRR AEMIIE
accounting policy RAR

charged to equity 0 0 (6976) 2002 (6,059 0 0 0 543 (10490)
AtdJanuary2005  R=ZTRF-A-H

(restated) (E5) (A1470)  (2899) 18564 2002 (6059 0 924 (1153 543 (5.249)
At 1 January 2005 R=Z27%-5-R (11171)  (2899) 18564 2,002 (6,059) 0 924 (7,153) 543 (5,249)

(Charged)/creditedto  SAKERZ (Xi) /
consolidated income 5

statement (428) 0 801 (200 780 0 0 60 1) (1520
Credited toreserves 5 % (Ff524)
(Note 24) 0 0 0 0 0 0 15,520 0 0 15,520

At30 June 2005 W-BTREAASHE (11599  (2899) 19,365 0 (5219 0 164844 (1093) (18 8751
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17. ACCRUED INTEREST AND OTHER
ACCOUNTS, AND OTHER ACCOUNTS AND
LIABILITIES (continued)

EstAEREAMERE r REMER
BEREE @

(b) Deferred tax assets and liabilities recognised

(continued)

Net deferred tax asset RiZEEEABER
recognised on the AR 2 IEET I8
consolidated balance sheet ﬁ EFE

Net deferred tax liability REEEEERER
recognised on the MR 2 T R IE

consolidated balance sheet BEFE

(c) Deferred tax assets and liabilities not recognised

The Group has no material unrecognised deferred
tax asset or liability as at 30 June 2005 (2004:HK$
Nil).

(d) Included in accrued interest and other accounts are
trade bills net of allowances of HK$36,838,000
(2004:HK$24,064,000).

() ERAZELEHBEERESE (B

As at As at

30 June 2005 31 December 2004
—2F0F —TTWE
~NAE=1H +=—A=+—H
HK$’000 HK$'000
FERT FAT
8,772 5,276
(21) (35)

8,751 5,241

(c) RERZEEHBREERAE

AEBR-_ZZRFA=ZTHXEK
ﬁéjﬁfﬁﬁ@ R IBEERIEEERE
BE(ZEENE : THT) -

(d) EFEREAMRERREEMR
i 2 T8 % 21536,838,000/8 7T (=
T TPOEE : 24,064,000 7T) ©
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18. AVAILABLE-FOR-SALE SECURITIES A EES
As at As at
30 June 2005 31 December 2004
—EZTHF —ZTTNE
NA=+AH +=ZA=+—8”
HK$’000 HK$'000
TER FHE T
Available-for-sale aHHERS
securities
Debt securities — at fair value: BEEES — R A FEE
— Listed in Hong Kong —-REB L™ 1,533,889 1,652,927
— Listed outside Hong Kong —REBUAIN LT 1,695,486 1,706,869
— Unlisted — LT 2,677,390 2,180,354
5,906,765 5,540,150
Equity shares — at fair value ~ BRZE - QA FEE
— Listed in Hong Kong —-REBLT 161 61,477
— Unlisted — LT 16,267 24,043
16,428 85,520
Total available-for-sale At EFEAFEE
securities 5,923,193 5,625,670
The available-for-sale securities are issued by: A E B AR T HRBET
As at As at
30 June 2005 31 December 2004
—EEREF —ETMF
~NBA=1H +=—A=+—H
HK$’000 HK$'000
FERT FTAT
Central governments and AR B
central banks HRRERAT 2,787,025 2,894,248
Public sector entities NERE 173,021 966,704
Banks and other financial RITREAM
institutions RS 1,552,947 933,780
Corporate entities o 1,410,200 830,938
5,923,193 5,625,670
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18. AVAILABLE-FOR-SALE SECURITIES (continued) AEHEES (@)

The maturity profile of debt securities analysed by the {Z&E BEAXFIAZIE B 2 R R
remaining period at the balance sheet date to the E|o ZEHKBHMHRMAR LT :
contractual maturity date is as follows:

As at As at
i 30 June 2005 31 December 2004
= —EERF ZETE
= AB=tH +=-—A=+—H
H HK$’000 HK$’000
R Fi TR
fiy
ﬂn;l 3 months or less but not =EAAZUT
g repayable on demand e 4 T BN BF 18 136,177 172,732
i 1 year or less but over —FHATHE=MEA
0 3 months A E 2,352,046 466,666
§ 5 years or less but over AFHATHE—F
£ 1 year* A E* 2,205,960 4,269,342
5l Over 5 years BB HE 1,178,096 596,914
E Undated I E A 34,486 34,496
% 5,906,765 5,540,150
[
é * Included in the debt security portfolio maturing 5 years or ~ *  RFSATNHE—F N L2 E@BESEE
8 less but over 1 year are Hong Kong Government BEEEBRMIIEESESREA X
T Exchange Fund Notes totalling HK$1,483,950,000 1,483,950,000/ T (Z T T MW F :
(2004: HK$1,507,950,000), which can be used to obtain 1,507,950,000/8 7T) * % &% Al & ER1T
overnight Hong Kong dollar funding from the Discount FRARSEREEZUAE  BRBER

Window operated by the HKMA. BILEE °



NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

ARERTHUMBEREME

19. INVESTMENT IN ASSOCIATED COMPANY BEQATRE
As at As at
30 June 2005 31 December 2004
—EERF —TETNF
ANA=T+AH +=-—A=+—H
HK$’000 HK$’000
FExT FAT
Unlisted shares, at cost JEEMRRD - REKAE 5,761 5,761
Advances =% 8,883 8,864
Less: Impairment loss on B IE LR ZRE
unlisted shares EiE (5,761) (5,761)
Provision for advances to M) — B & R Al
an associated company ERBE (2,221) (2,216)
6,662 6,648

The Bank owns 40% (2004: 40%) of the issued share 73R 17 #E A £ 3F 2 & ot il ;X iZ Z IBA
capital of IBA Finance Corporation, which is incorporated  Finance Corporation 40% (== Z P04 :
in the Philippines. The principal activity of the associated ~ 40%) BB TR AN - ZEE ARl 2 £ &
company is the provision of financing and leasing AN IFEEEREMBEREER -
services in the Philippines. The Bank has not equity R EREHCE - MARITIEMNERE
accounted for the investment in the associated company ~ HiZiEm st E AN ZHE A A 218 E ©

in view of the immaterial amount involved.
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20. FIXED ASSETS BEEEE
Furniture,
fixtures and
equipment
Premises KR Total
ME #HERZHE M
HK$’000 HK$’000 HK$’000
TEx TEx TER
Cost or valuation BAESRGE
At 1 January 2005 RZZETRF—A—H 1,168,853 390,627 1,559,480
Additions NE 0 29,074 29,074
Disposals & 0 (11,294) (11,294)
At 30 June 2005 RZZEZTREASA=TH 1,168,853 408,407 1,577,260
Accumulated depreciation RItHE
At 1 January 2005 R=ZZTZHF—HA—H 104,981 249,789 354,770
Charge for the period B E 6,599 25,179 31,778
Released on disposal HEZEE 0 (11,069) (11,069)
At 30 June 2005 RZZEZTREAA=TH 111,580 263,899 375,479
Net book value REFE
At 30 June 2005 RZZEERFEAA=TH 1,057,273 144,508 1,201,781
At 31 December 2004 RZTTMF
+-A=+—~H 1,063,872 140,838 1,204,710
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21. DEPOSITS AND BALANCES OF BANKS AND

OTHER FINANCIAL INSTITUTIONS

BROBEERHMEHEBZER

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

REEHERNFTANEIH R 2 FRE

RE S 2HIRARIMT

is as follows:
As at As at
30 June 2005 31 December 2004
—EZTHF —ZTTNE
ANA=T+AH +=-—A=+—H
HK$’000 HK$’000
FER FAET
Repayable on demand BB I8 K 122,767 177,933
3 months or less but not =& B s LA T~
repayable on demand EF AR E R 3,039,996 3,921,052
3,162,763 4,098,985
22. DEPOSITS FROM CUSTOMERS BEFER
As at As at
30 June 2005 31 December 2004
—ETHEF —TTWNE
~NA=1H +=A=+—H
HK$’000 HK$’000
FET FET
Demand deposits and EHRARER
current accounts 4,473,417 9,441,922
Savings deposits BETR 659,928 840,874
Call deposits BAFR 1,438,866 1,639,572
Time deposits TE HTF K 25,880,189 18,163,362
32,452,400 30,085,730
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22. DEPOSITS FROM CUSTOMERS (continued)

EERER #®)

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

LSS
=& B s LA T~
| == B 8 X

—FRIATHE

Repayable on demand

3 months or less but not
repayable on demand

1 year or less but over

3 months = E=
5 years or less but over FFEHKATHE
1 year —E P

Over 5 years FEE

23. CERTIFICATES OF DEPOSIT ISSUED

REEHERNFTANEIH R 2 FRE
RE D ZHRMAALIT

As at As at
30 June 2005 31 December 2004
—BBEF Ik £ JuES
ANA=+H +=A=+—8
HK$’000 HK$'000
TR FiT
6,572,211 11,922,368
24,284,322 17,101,166
611,069 500,806
813,813 561,390
170,985 0
32,452,400 30,085,730
ERITERE

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

3 months or less but not =& A LA T HE
repayable on demand T B I8 X

1 year or less but —F AT HE
over 3 months =@AMNRE

5 years or less but over FF AT HE
1 year —F B E

REEHERNFTRNEIH R Z R &R
RE D ZHRMAHIT

As at As at

30 June 2005 31 December 2004
—2F0F —TTWE
~NAE=1H +=—A=+—H
HK$’000 HK$'000
FER FAxT
1,459,807 456,562
499,750 1,511,350
1,000,000 400,000
2,959,557 2,367,912
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24. RESERVES ik 1
Capital Investment
redemption Regulatory revaluation Retained
reserve reserve reserve earnings Total
EXRERE tERE REEMRER REEN a5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TEn TEn TEn TR TEn

-
g
At 1 January 2004 RZZERE-A-H 372,000 0 2,139 1,487,494 1,862,233 ;
Profit after tax for the year ERBHEER 0 0 0 300,388 300,388 -
Realisation of revaluation suplus S5 EEERRERZ El
of non-rading securities EffBBER 0 0 (1,333) 0 (1,33%3) %
Net change in fair value of FHEEERRES 3
nonrading Sectrities FLTEERY 0 0 (7,260) 0 (7,260) B
Deferred taxation (Note 47(b)) AR 0 0 1,504 304 1,898 g
Dividend approved in respect ERAZL-FUEE &
of the previous financial year RE 0 0 0 (304,762) (304,762) i
Interim dividend paid BRATHRE 0 0 0 (70330) (70,330) g
At 31 December 2004 ek it i
t-R=1-H 372,000 0 (4,350) 1,413,184 1,780,834 ﬁ
At 1 January 2005 R-ETRE-f-8 5;
As previously reported RS 372,000 0 (4,350) 1,413,184 1,780,834 B
Adjustment arising from changes in - &3 F X 28 i"ﬁ
accounting policies LAE 0 0 0 49,462 49,462 o
As restated £ 372,000 0 (4,350) 1,462,646 1,830,296
Profit after tax for the period LRy il 0 0 0 113,822 113,822
Realisation of revaluation surplus T HEEH 2
of availableforsale securities EffBBER 0 0 (8,523) 0 (8,523)
Net change in fair vlue of IHRIEERS
available-forsale securities ERTEERY 0 0 (79,926) 0 (79,926)
Deferred taxation (Note 47(b)) AR 0 0 15,520 0 15,520
Final dividend paid BRARSRE 0 0 0 (128,938) (128,938)
Establishment of regulatory reserve X \LATE i 0 99,341 0 (99,341) 0

At 30 June 2005 RZZRRE A=A 372,000 99,341 (77,219) 1,348,189 1,742,251
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24. RESERVES (continued)

#E (®)

(@) 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 79C(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) Subsequent to the balance sheet date, the directors
proposed an interim dividend of 6 Hong Kong cents
per share (2004: 6 Hong Kong cents per share)
amounting to HK$70,329,600 (2004:
HK$70,329,600). This dividend has not been
recognised as a liability at the balance sheet date.

(c) An appropriation of an amount of retained earnings
of HK$99,341,000 has been made as a regulatory
reserve for general banking risks, including future
losses or other unforeseeable risks, in addition to
impairment losses recognised under HKAS 39 on
loans.

25. MATERIAL RELATED PARTIES
TRANSACTIONS

(a) BAEEFEERE—NANL—FR—
NNZF BARRTT Z(REEH FI K
FEEIE (Al R [BJELRMEL ° 1B
BRB(RAUEFD FETICIE - &
A& T AR DR 0 B R B A
RITARANERETFTERR 2R
BITRGO ZRAIERBBBAMR -

(b) REER®%  EFEZHRMNPHR
Etﬁﬁ/\ﬁém :./\70329600,%
TE(— T@¢ /\/%ﬂﬂ l:l/\
70329600?575) ZER B R
ID,-'—EEEM\;%EJ °

() PREEFPERE TBEERHE
H4%8/599,341,000/ T © {EA—
BIRTRR (BIERREEREM
TAITE R R BR) FTR S 2 FE - it

FERRIRIEEE ST ERIE 3R
/UMEE KPR 2 BB AN Z
—fE e
EXBERARS

During the period, the Group entered into a number of
transactions with its ultimate holding company and
related parties, including Taipei Fubon Commercial Bank.
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.

AHAREE D B EHE KR ZER AR R
REST @%éitaiﬁﬁﬁ%@&ﬁ?&ﬁ
R o LIRS TIRAER 2 RITER
(EPEEEE  BEMRTREFN
ZEREER - KIBRITRH RIMNER
Z) 2 —RIZFETT - BREHNRTA
R ER 2 ERTLENER - LRE
BN R B[R 5} R P P R] 3L 2 AR RHERAR

&I - EERR - LARZTHR—R
S ARFETT ©
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25. MATERIAL RELATED PARTIES BERBEZIRS (©)
TRANSACTIONS (continued)

Information relating to income and expenses from HARABANBEESHRXSMES ZWE R
related party transactions during the period and balances ~ R4%H H MR (EERRTE 2 EREHF AT -
outstanding as at the balance sheet date is set out

below:
&
Six months ended §'
30 June 2005 30 June 2004 ]
BZE HE )
—EETREF —ETMF 1
~A=+H ~A=+8 B
Z 18 A Z7~8A 3
HK$000 HKk$'000 [
FET FET §
ol
(@) Income/expenses (@ WA= B
Interest income B U A 1,789 229 %
Interest expense B X 21,951 14,830 i
A
As at As at Mt}j
30 June 2005 31 December 2004 ﬁ
ZETRF —TTNEF o
A=t +zA=+t-8 [
HK$’000 HK$’000
FHET FET
(b) Assets (b) BE
Other related parties HuBgESH
Placements with banks —Z=+=-f@A
maturing between one B HY 2 $R1T
and twelve months EESE 62,176 7,000
Accrued interest and FEETF B &
other accounts HMARE 223 3
Due from other related JE Ui At [ 5E
parties B HHE 62,399 7,003

Total receivables FEU AR T8 48 58 62,399 7,003
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25. MATERIAL RELATED PARTIES
TRANSACTIONS (continued)

EABEZIRS #)

(c) Liabilities

Ultimate holding company

Deposits and balances
of banks and other

financial institutions

Other related parties
Deposits and balances
of banks and other
financial institutions
Other accounts and
provisions

Due to other related
parties

Total payables

AR

REFER A A]
RITRZE R E A
TREEL
7 3R R 4

E b fiE 57
RITR ZE R E At
ERBELZ
7 3R R
HiRE &

B

J& R B A [ 32
&7 A

e BR R 4B 2R

26. OUTSTANDING COMMITMENTS

As at As at
30 June 2005 31 December 2004
—BBAF —BENF
~NAE=1H +=—A=+—H
HK$’000 HK$'000
FERT FAT
3,665 3,620
2,356,182 3,887,300
1,504 5,977
2,357,686 3,893,277
2,361,351 3,896,897
RS AR

(a) Capital commitments outstanding at 30 June 2005
not provided for in the unaudited interim financial

report are as follows:

Contracted for

BRI

(@) RZZZEAFANA=FTHERRKE
ERPHMBREANRBEZRLE

BAREENT :
As at As at
30 June 2005 31 December 2004
—EZHF —EENF
AHA=+H +ZA=+—H8H
HK$’000 HK$'000
TER FHET
50,410 60,285
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26. OUTSTANDING COMMITMENTS (continued) RATAEIE ()
(b) The total future minimum lease payments under (b) TAHBUEEERE T 2 RRRIEKE
non-cancellable operating leases are payable as NEEBENT :
follows:
As at As at
30 June 2005 31 December 2004
—EERF —TETNEF
~NA=1H +=A=+—H
HK$’000 HK$’000
FET FET
— Within one year - —FR 21,237 18,017
— Between one and - —ZhFMH
five years 14,594 15,427
— Over five years — BBAF 567 567
36,398 34,011
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27. OFF-BALANCE SHEET EXPOSURES EEBBRINER
(a) Contingent liabilities and commitments (a) RAREBEBEREAE
The following is a summary of the contractual and INTREBEEANAE BEREER
credit risk-weighted amounts of each significant PlzeeEREERRINESTE
class of contingent liabilities and commitments: ZHE
i As at 30 June 2005 As at 31 December 2004
P “EEREXA=+HR —ZEEEF+-A=1+—H
E Credit risk Credit risk
e weighted weighted
Hﬁ Contractual amounts  Contractual amounts
By amounts fFEER amounts  EERER
i aNeE  NMESE  ANSE  MELE
-t HK$'000 HK$'000 HK$'000 HK$'000
& FEE  FER  TAL  TAR
g Direct credit substitutes BEREEERER 431,693 431,693 462,247 462,247
£ Transaction-related contingencies HRSEM . HREE 9,087 4,544 10,381 5,191
§ Trade-related contingencies HBEFEB 2 ANIER 332,940 66,588 252,940 50,588
= Undrawn loan facilities ARMZBRER
i — with an original maturity of — RETEI HER DR
S under 1 year or which are —F AT E
§ unconditionally cancellable BUH 8,152,378 0 6,129,359 0
g ~ with an original maturity of -RIABHRAR
E 1 year or over —EF UL 576,153 288,077 417,733 208,867
Forward forward deposits placed RHEARK 561,989 112,398 307,519 61,504

10,064,240 903,300 7,580,179 788,397
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27. OFF-BALANCE SHEET EXPOSURES EEEERMNEE ©»

(continued)

(b) Derivatives (b) FTEITH

In accordance with HKAS 39, the aggregate fair BIEBAETERFE395R - AF(E
value of favourable and unfavourable derivative BERAFHEREBHZITEERITARD
financial instruments have been recognised as DRERRITESREERBE -
derivative financial assets and liabilities respectively, WRHFISFHTE - U TAR=Z
as disclosed in note 15. The following is a TRENAZTHENAFRZIE
summary of the contractual amounts, credit risk- MESMTIAEBRZENEE =
weighted amounts and replacement costs of these ERBINESEREENAZHE :
derivative financial instruments outstanding as of

30 June 2005:

14,981,268 57,578

217,631

ry
g
-
W
i)
=
=
5
a
As at 30 June 2005 =
“ERREANASTH g
Credit risk g
weighted N
Contractual amounts  Replacement &
amounts EERR costs -
ENEHE nELE EERK ‘g,*
HK$'000 HK$’000 HK$’000 %
THERT TERT TERT i
A
. - b
Trading ) i/_\ B
Exchange rate contracts EXa4 H
- Forward exchange contracts - RHEXAL 2,280,441 8,469 76,743 B
- Swaps - BEHAEH 4,803,024 17,600 32,706 %
~ Options purchased - BARE 995,952 4,766 9,480 of
— Options written — b 995,397 N/A N/A
TEH TEH
9,074,814 30,835 118,929
Equity option contracts RAEEAS L
- Options purchased N 168,214 325 1,987
— Options written — ShiEE 168,214 N/A N/A
TER TER
336,428 325 1,987
Interest rate contracts FlE&H
~ Interest rate swaps - BEHRREEH 5,170,026 26,418 96,030
— Interest rate options purchased — BAR & 200,000 0 685
— Interest rate options written — i H 200,000 N/A N/A
TER TER
5,570,026 26,418 96,715
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27. OFF-BALANCE SHEET EXPOSURES

(continued)

EEBEBRIIER @)

(b) Derivatives (continued)

The following is a summary of the contractual
amounts, credit risk-weighted amounts and
replacement costs of each significant type of
derivative financial instruments outstanding as of
31 December 2004. Prior to the adoption of HKAS
39, these derivative financial instruments were
accounted for as off balance sheet items and no
derivative financial assets nor liabilities were
recognised as at 31 December 2004 in respect of
these derivative financial instruments.

Trading R5
Exchange rate contracts ExA4

- Forward exchange contracts - BRBEXEY

- Swaps - EHEH

- Options purchased - BAHE

- Options written — h B
Equity option contracts RAEES 4

- Options purchased - BAHRE

— Options written — hiEE
Hedging i
Exchange rate contracts EXa4

- Swaps - BHAN
Interest rate contracts FEa#

— Interest rate swaps - BEFXEH

(b)

TTET R (&)
LNTFARZZETWNF+=_A=+—
B2BEEANAFETESRT
BEMEHETE  EERRINESSE
FEERAZHE - ERENES
ERHEREI5RAT - L EITES A
TAIEEEBRERINEE « ILE
PTESRMTAVER-_TTNF 1
ZA=t+—HIETESMEERK
BE -

As at 31 December 2004
—TTME+=A=+—AH

Credit risk

weighted
Contractual amounts  Replacement
amounts FERK costs

AHER MES R BERA

HK$'000 HK$'000 HK$'000
TRT TAT TAT

1,296,388 1,061 107,045
452,508 2,263 0
589,805 452 5,084
588,868 N/A N/A

TER TiER

2,927,569 3,776 112,129
314,803 400 1,481
314,803 N/A N/A

TERB TERB
629,606 400 1,481

3,557,175 4,176 113,610

2,875,498 8,697 14,730

3,180,335 24,298 103,516

6,055,833 32,995 118,246
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27. OFF-BALANCE SHEET EXPOSURES

(continued)

EEBEBRIIER @)

(b)

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 disclosed
in this note indicate the volume of transactions
outstanding as at 31 December 2004 and 30 June
2005; 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 were maintained
by the Group as at 31 December 2004 and 30
June 2005. In 2004, the hedging contracts were
used to hedge the Group’s own exposure to market
risks as part of its asset and liability management.
As a result of the adoption of HKAS 39, these
contracts do not meet the criteria for hedge
accounting and have to be re-designated as trading
derivatives. Fair values of favourable and
unfavourable derivative financial instruments are
recognised as derivative financial assets and
liabilities respectively and the corresponding changes
in fair values have been recognised in the income
statement since 1 January 2005.

(b)

TTET R (&)

PTHET ATIEALBEEINE « FIER
RBRATH TR - HH R HiRE
REMESE - AWEFHEBEZZET
BEANSERNR _ETNFE+
ZA=+—HBR=ZZEZTRFE A=
TAZANRSE @ T TRER
B EHE -

BERSBREARFPHITERET
ZRBRBALTZERBIRS ©
HE-_TZNF+-_A=t+—HK
—EERENF=FTH AEEY
BEEBEAQERET N-_ZTE
PUE R E 4 T A S R AR £ E
ZTBEK  BREEERAEER
23D - ARERNE AT AER
FE395% - ZEANREFTEE S
TR EZABIGY - EBEA
BERXRSRBZITETR - RF(E
BEEEHEREBHZITESBMTAS
FERBTESHEERAGRE  H
HEZATFEEEZEHEE-ZTH
F-—A—HBRBRRKERPHER -

-
=
-3
o
-
w
o
=
=
5
)
=
ol
D

©
<]
¥
o
o
[6)]

Hak
)
=3
=)
[
A
A
B
%\{
B
&
%}5
of




NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

ARERTHUBREME

STRETHES

=
=
=

=
=

Fubon Bank Interim Report 2005

217.

OFF-BALANCE SHEET EXPOSURES

(continued)

EEBEBRIIER @)

(b)

Derivatives (continued)

The replacement costs and credit risk-weighted
amounts of the off-balance sheet exposures
disclosed in parts (a) and (b) of this note 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.

. COMPARATIVE FIGURES

(b)

PTEITR (&)
RAMEE @) RO)FNEE2EE
BEXRMIIMNRE ZEERAREER
[\ e R Bt K 888 F RS
ﬁkﬁz%;°%%ﬁﬁﬁﬂﬁe
BRTEZERBZAEBEASTE
HEZE2ERES - EEKATIE
i%%ﬁumﬁJ”AﬁE%ﬁZ
BRIKA - FERBRINESIRTE
ﬂfﬁ TREPIMKR=FrtEZS
BRAR T2 5 85 T R R HAR s
175k - AREIABBERAEZE

In order to comply with the terminology of HKAS 39,
the term “non-trading” securities used in the
balance sheet as of 31 December 2004 has been
replaced by “available-for-sale” securities.

In order to conform with the current period
presentation, net fees income of HK$1,998,000
included in other income of HK$6,145,000 for the
period ended 30 June 2004 disclosed in note 5
has been reclassified as fees and commission
income. In addition, various expenses incurred for
an unlisted investment of HK$2,954,000 included
in other income has been reclassified to offset
against the related income in note 5.

g0 tu%tt?%o‘% 100% * 1
AREXRRFEEL BB R
B0%Z 50% °

Lt R B F

(a) J%L{iéi?,% TR ZE 395k FTER
2z % f77ﬂi+ A=+
—BrZEEABRTPERZIERFE
BERBRFF —FAREAHEEE
%éo

(b) %r—$%ﬁ2%ﬂﬁﬁ BER

MsFrsFEHE — ST FE N A
=+ B (- Hif 6,145,000/ 7T 2 &
AR B0 B F U A B 1,998,000
B EBEMOBEABRALAS
WA o tE4N » BIEREMRAR
EMBEMIBZEERAX
2,954,000/8 70 * EBEF DN
M FE 52 AR IR A o



UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

AREGHARUBESR

(A) CAPITAL ADEQUACY AND LIQUIDITY RATIOS ¥EZXZERAHESLLE
2005 2004
—EZTREF —TTWNF
% %
BAE ERES
Unadjusted capital REIR,F IR R
adequacy ratio FARERFT R X
at period/year end 15.71 18.46
Adjusted capital CREERTRLE
adequacy ratio (’FE?E M35 B R
incorporating market risk 15.42 18.22
Average liquidity ratio NGO FEARS
for June BEa X 44.60 70.85
Average liquidity ratio HEANA=Z+HILE
for the six months ANEARFEH RS
ended 30 June Bex 45.92 71.40
The unadjusted capital adequacy ratio is computed ona  REFHEBEAF B EHN:TE - 2R
consolidated basis as required by the HKMA for its & EREE G EER(EBRTE
regulatory purposes, and is in accordance with the Third &R =  KNEFTHBESE B

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.

HIgisERERTREARIES - U
Rtk a ERTEEREERT R R -

AR ES L RRANSERE AFE
B RMEEFHE - SEEAFHL
K THIRECE B IRITEAEO) MR H AR
ErrEWE[RAEE RS E SRR A
K | (MABS)LE)F 1(2)3F P B3R L =
LIRS

G00Z Hoday WiLslu| yueg uogng
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& LW

B T s
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

ARECHBAUBESR

T E ATt F H# 7| (MABS)3)E|
P BRI E AR AR EIR A A
R - IRIBCEBRITEBROIDMER=
BWRESTHE 0T -

(B) The components of the total capital base after
deductions as reported under Part | of the banking
return “Capital Adequacy Return” (MA(BS)3)
calculated in accordance with the Third Schedule of

the Hong Kong Banking Ordinance, are as follows:

As at As at
30 June 31 December
o 2005 2004
= —genf —zEmg
i XB=+B +-A=+-A
A HK$'000 HK$'000
B TR FET
B Core capital BLER
ﬁ‘m Paid up ordinary share capital BB R K R R AR 1,172,160 1,172,160
0 Reserves (including E (REREERN)
§ retained earnings) 1,552,503 1,670,086
£ Share premium 17 )5 B 749,778 749,778
§ Eligible supplementary capital AR ERNKMER
£ Reserves on revaluation T R R
g of land and interests in land EBEEMGHE 36,868 36,868
" Reserves on revaluation IREBEREES
8 of holdings of BEEMGERE
E securities not held
= for trading purposes (77,279) (4,350)
Collective impairment allowance REERZEE
for impaired loans N REREL] 110,650 145,919
Regulatory reserve EE 99,341 0
Total capital base before deductions MR EREREE 3,644,021 3,770,461
Deductions from total capital base EARERBEHMAIER (67,934) (67,930)
Total capital base after deductions MR ERERBE 3,576,087 3,702,531
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(C) ADVANCES TO CUSTOMERS - BY INDUSTRY ®FFEXR - RIT¥ 98

SECTORS

ERARTENBEREFPERZEARIKE
EXRCERNIER - BAREEFED S
W ZE R & (MABS)2A) N [ 37 o] #eti & &=
B [E ] (MABS)1)FT & B & 558 Bl 2k 7]
AEITEER -

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. g’
E
As at As at =
30 June 31 December =1
2005 2004 %
—28IF “TTNEF o
~AAEtB  TZA=t+-H g
HK$'000 HK$'000 3
TERT FET =
o
Loans for use in Hong Kong EEBFERHNER ot
Industrial, commercial and financial TEEE g
— Property development - MEERE 105,825 113,061 ulj
- Property investment -NEHRE 3,332,209 3,322,410 L\'ﬁ
- Financial concerns —eRE 228,789 201,525 49
- Stockbrokers -RER4L 121,154 59,730 f"Q
— Wholesale and retail trade -BBERTEE 112,123 107,505 5
- Manufacturing —gE 3,524,737 2,227,544 &
— Transport and transport equipment - BHRBHRE 638,537 502,927 o
- Others —EHfth 1,988,929 1,952,865
Individuals A
- Loans for the purchase of flats -BEIRESH
in the Home Ownership EFE R
Scheme and Private AN2REEER
Sector Participation Scheme | EFHER 1,490 17,974
- Loans for the purchase of other -BEHMEE
residential properties MENEN 7,871,715 7,729,150
- Credit card advances —-ERFEX 450,041 484,604
- Others —Hfth 507,799 610,544
18,889,348 17,329,839
Trade finance E5RE 447,538 360,372
Loans for use EEBLASN
outside Hong Kong FERHER 526,805 528,362
19,863,691 18,218,573
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(D) OVERDUE ADVANCES TO CUSTOMERS BHEFER
As at As at
30 June 2005 31 December 2004
“EEEE —TTpE
~A=TH +-A=+—-8
% of % of
gross gross
4o
= advances advances
E HER HER
W HK$'000 BwEmz HK$'000 BEL
" FER A FER BESK
2
ﬂn;l Overdue advances to customers B HEF &
g 6 months or less but AEAZUT
E over 3 months H=EANE 22,337 011 37,959 0.21
B 1 year or less but over 6 months  —F 8 M TS E A LA L 14,994 0.08 20,132 0.11
g Over 1 year BE—F 102,769 052 108,909 0.60
S 140,100 071 167,000 0.92
[0
k3 _— -
% Amount of collateral held in REHEREEZ
E respect of overdue advances B mEE 85,148 108,765
= — —
[
[ N S +
@ Secured overdue advances BHBRABER 82,017 103,356
#f  Unsecured overdue advances i #f) 5 & 3 58,083 63,644
3 e e
140,100 167,000
Amount of individual impairment S B EIEFFIEL 2
allowances made against AR ERGEE
overdue advances 70,228 60,724
i Including expected recoveries of HK$11.5 million (2004: BEBHARBEEFP AR KEZ
HK$8.83 million) from companies in liquidation. 11,500,000 ot (ZZ £ W0 4F

8,830,000 7T) °©
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(E) RESCHEDULED ADVANCES TO CUSTOMERS ETERPZEFER

As at As at
30 June 2005 31 December 2004
—2%2iF I Juk

RA=TH +ZA=+—-8H
% of % of
gross gross
advances advances
HER HEX

HK$'000 BE2 HK$'000 BBz
TAR BAk AT ERid

G00Z Hoday WiLslu| yueg uogng

Rescheduled advances to EEEREZEFEN
customers' 117,199 0.59 160,172 0.88
Amount of collateral held RETERHER
in respect of rescheduled BEZERMEER B
advances 110,755 148,794 §
3
Secured rescheduled advances & # # & E & U E 104,116 135,181 N
A
Unsecured rescheduled ERAETESHER ,jj
advances 13,083 24,991 5:
117,199 160,172 b
o
-_ - i
Amount of individual HETERMEN o
impairment allowances et 2 ARIRE
made against rescheduled RaE
advances 2,676 6,808
i Net of rescheduled advances which have been overdue for BEMkRaB=1EA DXJ:&EEW& (D)
over three months and were reported in note (D) Overdue MR FERFER BT ERRER

advances to customers.
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(F) ANALYSIS OF OVERDUE ASSETS BHEEZ2DN
Total
overdue
Accrued assets
Loans interest ANEE
BX EFtFE ko)
i HK$'000 HK$'000 HK$'000
=8 As at 30 June 2005 R-EERFEXA=1H TERL THERT TERL
=
E Overdue for b
Hﬁ 6 months or less but I EEET SN
e over 3 months H=@ALEL 22,337 0 22,337
.\‘tl 1 year o less but over =N
ﬂif 6 months AEANRLE 14,994 0 14,994
E Over 1 year BB-—F 102,769 0 102,769
"‘é 140,100 0 140,100
S
g Total
2 overdue
% Accrued assets
E Loans interest BREE
E B% FEEHH 8 ik
c=n HK$'000 HK$'000 HK$'000
§ As at 31 December 2004 W-BEENE+=-A=1+-8 THT THT THT
Overdue for pef i
6 months or less but NERFUT
over 3 months H=EANE 37,959 0 37,959
1 year or less but over —ERATH
6 months NEANE 20,132 0 20,132
Over 1 year BE—F 108,909 0 108,909
167,000 0 167,000
(G) REPOSSESSED ASSETS AND ASSETS e B & R R IR B R S

ACQUIRED UNDER LENDING AGREEMENTS EE

The total repossessed assets and assets acquired HR-ZZRFNA=ZTHIEAEEZIK
under lending agreements of the Group as at 30 June [EIEERIRBEERGZRESEELEA
2005 amounted to HK$125,510,000 (2004: 125,510,000 T (ZZEZ U &F
HK$186,740,000). 186,740,000/ 7T) °
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(H) CROSS-BORDER CLAIMS 55 E

The information on cross-border claims discloses EIEEEARIBENINE S REIE (&
exposures to foreign counterparties on which the #&REMFTE) 2 BB I AR B L&t B AR
ultimate risk lies, and is derived according to the HEEEGEZSHEMELMEE - —
location of the counterparties after taking into account &M= © M S EEAZEBERBERR
any transfer of risk. In general, such transfer of risk  ASNZ EMBIR 2 (Ff] A £VEHIER S
takes place if the claims are guaranteed by a party ina  HEZSEE A —KEREEUN B —
country which is different from that of the counterparty BIR Z/BIND1THA - ESETERE
or if the claims are on an overseas branch of a bank fg o

whose head office is located in another country.

G00Z Hoday WiLslu| yueg uogng

Banks and other Public
R-ZZLf financial institutions sector
As at 30 June 2005 ~BZtH BIR entities Others Total
Figures in HK$Million BEAET Hthemue DNEBE Heto nE
Asia Pacific excluding Hong Kong ~ ZNATEHE (FREEHS) i
- Australia - R 1,015 0 3 1,018 e
- Singapore -3 389 0 75 464 -?i,
- Japan -B% 772 0 0 2 L\'%
- Others - Htt 78 5 158 241 9
North America EEM ﬁ
- Canada -mgx 1,372 0 0 1,372 .1
- Urited States -8 573 1172 60 1805 [
Caribbean mEt I
- Cayman Islands -HEHE 0 0 490 490
- Others - Htt 0 0 519 519
Western Europe [
- Austria - RipF 208 0 0 208
- Belgium 571 0 0 571
- France 1,855 0 0 1,855
- Germany 2,812 0 0 2,812
- Ireland 0 0 392 392
- Italy 1,198 156 0 1,354
- Jersey 0 0 194 194
- Luxembourg 140 0 0 140
- Netherlands 1,570 0 0 1,570
- Sweden 855 0 0 855
- Switzerland 204 0 0 204
- United Kingdom -% 1,184 0 0 1,184
- Others - Hit 1 0 2 3

14,797 1,333 1,893 18,023
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(H) CROSS-BORDER CLAIMS (continued) BIEEE @)
Banks and other Public
R-ZZNEF financial institutions sector

As at 31 December 2004 +-A=1+-H BITR entities Others Total

Figures in HK$Million BEAT e milE NERE Efth k]
@ Asia Pacific excluding Hong Kong ~ BIMA T # R (TREEE)
o - Australia =M 297 0 332 629
E - Singapore =3 2,314 0 53 2,367
s - Others -Ef 647 4 381 1,032
Hﬁ North America EEM
m - Canada -mex 7 0 5 12
= - United States -% 430 1,172 53 1,655
g Caribbean mn#
i ~ Cayman Islands -HEES 0 0 428 428
s - Others -Ef 0 0 131 131
S Western Europe il
i ~ Belgium il 127 0 0 127
o - France - 261 0 0 21
£ - Germany - 320 0 0 320
2 ~ ltaly —BAH o7 156 0 253
x - Luxembourg -ERE 18 0 19 37
a - Switzerland -t 527 0 0 527
g ~ United Kingdom - 1,967 0 1 1,968
e - Others —Ef 1 0 5 6

7,013 1,332 1,408 9,753
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(I) FOREIGN EXCHANGE EXPOSURES I BE & B
The net positions or net structural positions in foreign ~ BRAINE 2 B & FRES LB IER BT
currencies are disclosed as follows: ZHWEMOT
As at 30 June 2005
R-ZZRERA=TH
New
us Zealand Australian o
Dollars Euros  Dollars  Dollars  Others Total g
Equivalent in HK$'Million FEETE({E Y B fn R’ Hit B =
)
=
Spot assets REEE 12,211 404 748 1,290 1,824 16,477 ;
Spot liabilities REERE (12,413) (279) (679) (1,205) (1,515) (16,091) r;n'
Forward purchases BEHEA 3,833 611 20 167 556 5,187 3
Forward sales EHEL (3,616)  (748) (89) (242)  (854) (5,549) k)
Net option position HERTE 0 0 0 0 0 0 g
N
Net long/(short) position &,/ (%) &F % 15 (12) 0 10 11 24 ]
o
New Hak
us Zealand Australian §
Dollars Euros  Dollars  Dollars Others Total =N
A G S VRN BN N |
Net structural position ~ & BM A K FHE 31 0 0 0 7 38 ﬁ
ﬁ‘{
+H
As at 31 December 2004 bl
RZFTMFE+=A=+—H =5
of
New
us Zealand Australian
Dollars Euros Dollars Dollars Others Total
Equivalent in HK$'Million B EE T (8 e BT i BT At BE
Spot assets REEE 10,713 23 367 1,446 1,423 13,972
Spot liabilities REAE (10,005) (206) (352)  (1,416)  (1,055) (13,034)
Forward purchases BHEA 2,078 369 8 381 838 3,674
Forward sales EHEL (2,781) (187) (21) (393)  (1,206)  (4,588)
Net option position g8 ER 0 0 0 0 0 0
Net long/(short) position &/ (%) %58 5 1) 2 18 0 24
New
us Zealand Australian
Dollars Euros Dollars Dollars Others Total
e B Fia R Hit BE
Net structural position EREERTE 0 0 0 0 0 0
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(J) INVESTMENTS IN SUBSIDIARIES MEARIRE
All principal subsidiaries are directly owned by the Bank. *BIEW% NE EE$§E/_ET§??E7E
Details of principal subsidiaries at 30 June 2005 are as R -ZZRFNA=TETEBWEL
follows: ZEHWMT
Issued and fully
i paid-up ordinary % of
[ share capital ownership Net profit
% B %17 interest held for the period  Principal
s R#R BBz BRERF  activities
" EERA REEAL  Fusow IEEE
il
ﬂn;l Incorporated and operating in Hong Kong REBIAMALREE
=
ﬂ;#“m Fubon Credit (Hong Kong) ERME (BR) HK$65,000,000 100% HK$54,870  Deposit+taking and
0 Limited ERRA 65,000,000 75 54,870/ finance
o T 4=
S BEERRHB
IS
d% Fubon (Hong Kong) Trustee A (§ %) E5t HK$5,000,000 100% HK$12  Trustee services
£ Limited ER 5,000,000/ 7 12871 FFERB
()
i
'_E Fubon Securities (Hong Kong) BRES (BE) HK$8,000,000 100% HK$11,906  Securities broking
a Limited BRAR 8,000,0007% 7T 11,9067 BHEL
S
(=]
2
2 Fubon Fund Management ERESER(EH)  HKSES,000,000 100% HK$338  Fund management
(Hong Kong) Limited ERAHE 8,000,000/ 7T 33EL ESEE
Fubon Nominees (Hong Kong) ~ Fubon Nominees HK$200 100% HK$7  Nominees services
Limited (Hong Kong) Limited 2008 7T TET REARE
Incorporated and operating in Vanuatu REBEAMALREE
Fubon Bank Vanuatu Limited Fubon Bank Vanuatu US$4,000,000 100% US$54  Finance
Limited 4,000,000 7T SAET B

All of these controlled subsidiaries have been A ERARIAESENB AR @ TERMAA
consolidated into the Group’s financial statements. All KREBEZEEBR - B2 (FE) 55586
the subsidiaries are private companies except for Fubon [BARIAARATIN  ZEWHB AT
(Hong Kong) Trustee Limited, which is a public company. B ARAT]
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(K) CORPORATE GOVERNANCE

hXER

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.

(L) KEY SPECIALISED COMMITTEES

REBEBRNBETRKFEEER AR
HRETSERBEMNEEHRRTM
HAEHAmEMR I RENLEEE

Bl e

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

(i)

(if)

Executive Credit Committee

On 11 August 2005, the Executive Credit Committee
was established comprising the Chairman, Vice
Chairman and two executive directors. This
committee serves as the Credit Committee of the
Board of Directors to review and approve credit
proposals within limits assigned by the Board. The
Executive Credit Committee replaced previous
Executive Committee.

Management Committee

The Management Committee comprises the Bank’s
Chief Executive, executive directors, chief financial
officer, head of legal and compliance department
and senior managers as appointed by the Chief
Executive. The Committee is the key decision
making body for the Bank and is responsible mainly
for formulation of the Bank’s business strategies in
all major business units. The Committee also
coordinates among business units during the
implementation process, monitors the
implementation of the approved business strategies
and reviews the achievement of business targets
and objectives.

TEESEZEES

EREECHUETERLZES B9
TEERE®  EH%ZE®  FEZS8
g EAERBEZES  FRZREU

RHMEEE -

() BITEEZES

RZZZRFENA+—H  B1TE
EZBEeRY KEBEIF &l
TERMUBITES - HEBEF
REFGZEEZES AEEH
IR ERESRERENANEER
B - T EEZEECHRA S
ZHTRBRE -

(i) EEZEEY

EREEGHARITOITHAE -
HITES  UBRE  ZERAR
BEERRTRARZENSMRE
BABEK - ZZEGIARTH
EZRERHAM TEAFBIRR
T ERAPFIMRFEREE - %X
BE A ENETTEBREE B
BRI BERZECHZNHE
% - ARAmEERES BIREA R
ZRHE -
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(L)

KEY SPECIALISED COMMITTEES

(continued)

TEREEZESE

(#)

(iii)

(iv)

Credit Committee

The Credit Committee carries 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.

Asset and Liability Committee

The Asset and Liability Committee comprises the
Bank’s Chief Executive, executive director, chief
financial officer, head of treasury, 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 the Board’s 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

(i) FEZEY

(iv)

EEZEERERRITZEERR
BEETE - 2EZBe8EMBTH
REH  FERBEEREREM
ERERBRHMZERRS  LRTTK
BEREBEARERRZE - FEZ
BeElREEEERRERE RE
Bz EEEEETES RS
BEE27AE - ZZBeEMENRE
EAftHZER  TA2EEEE
ERHES - BHREFERERE
BZEERRE -

EERBREZES

BERBEZBEHRARITOITIR
BE WTEE VKRR AE
TE URTBARZENSRE
BABMAK - ZREE AN AZEED
BEHRT-REHE  AFEAR

BREETEEIFEERIEEEER
HREENAERREK - ZBEH
TERARFERRIARITIR
MR E g i # A 2 R b e R
R RISt E AN IRTT R BT AL 7 A
RETEERDECREATRE
KEE - ZESTHEHRILEA
RITBFWEERABEEE - RER
Hit AR ERFENEE - URE
EEHE - ZRENHEERRE
SEANREBE - BHERMRR
RIS AR ERZERERT
FTEOHETT o WO BEERBEERER
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(L) KEY SPECIALISED COMMITTEES FEHEZES
(continued) (‘%é)
(iv) Asset and Liability Committee (continued) (ivy EEREEZEES (©)

(v)

(vi)

these strategies and directives. In addition, the
Asset and Liability Committee assesses the risk
and profitability of new products proposed by
business units and approves new products.

Audit Committee

The Audit Committee comprises three non-executive
directors, of whom two 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 executives which include the Chief Executive,
executive director, and executive vice presidents.
Executive directors do not play a part in decisions
on their own remuneration.

v)

(vi)

ENAHA A BE R AP E
mmER R BANEED - LHEF
HEm °

BEREES

EREEEH=RIFTERER
HAMERBELAL - ZLREET
FROBITOREH  LERKRE
FERMHAEZ - ERRE SRR
ENERNRIT P RRBIE -
ZEZEeNaBEENANNERKTE
F3RE - ERAERINEZ B Z
Az B - U REERBETA
BUR ~ JATE AR B K i NS R
HZHEBER -

FHWEES

FHEEEhEES ZIFRNTER
FRITRIEFERMABILIFAITE
SR - ZREERHRBTER
NEHRMESRITRAE (B
THRAE - PITEERPITRIEE)
ZEHHORE - HTEEUESER
EXRGHYZRE
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(M) MANAGEMENT OF RISKS

2 By B B

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 Board, 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.

(i)

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 credit policy which have been approved by the
Board delegates credits approval to the following in
descending order of authority; the Executive Credit
Committee, the Chief Executive Officer and the
Credit Committee. Approval takes into account
facility structure, tenor, the repayment ability of the
prospective borrower and available security.

The credit departments, Corporate and Retail 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:

AEBECERFERLREREERR R

PED
RkE

==

BT/

BARRMSREBRHBEMIERF
BEREBEEEHTE  Z8BEF
[\ B BE 5% - 3 TE HAAm R AN S L i

B 2 BRIE - REMZ BB IR e BT

ZHBAERT S

(1)

BERER

FERRER

EERBRRERARZZE TR
BEBITEAE  AIREAKREZE
REHIWME ME TETAR
HMER -

FEEZ EEBRRBAFEERS
% BRBEREERGN  EFg
BEZEEELEE FREER
Fr - BERSBRFRGRBEHBREEL
FE - WBEEBRITEIIN 2R
EREERMARBGRRE R EE
RIERM 2185 -

REFGERRZEEIREEN
TATHLER MOREREE - 8
TEEZE®  THERREERZ
g  EHEENGEEENES
SRFEY  BREERREBAZER
BENRBEEMER -
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(M) MANAGEMENT OF RISKS (continued)

BB EE ()

Credit risk management (continued)

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

e 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.

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.

FERBER (&

s BUYBREHESF BEEER
15 - FEERAEE - BB
ELAMARBE

o BHRERANBIT R BKRE
B [ B B AR

o ERHANAER  NERRERE
FERVE et

s BREFMA/NE: R

s EHREREREZEESSE®RE
FEAER  BESEER
@ TEERRE - EREBRIAR
ERBHEEESER -

N5 (3[R B 7 ) T B SR A AR R
MERKHERERZEERIR
=0 - REBRZEPINANER
EREERARBRZESHLER © §
TEABIIERIE - REc kB -
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(M) MANAGEMENT OF RISKS (continued)

BB EE ()

(1)

(i)

Credit risk management (continued)

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 27(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) both the
Group’s consolidated liquidity ratio of 44.60% for
June 2005 and the average liquidity ratio of
45.92% for the six months period ended June 2005
were well above the statutory minimum ratio of
25%.

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.
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(M) MANAGEMENT OF RISKS (continued)

BB EE ()

(i)

(iii)

Liquidity management (continued)

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), both the Group’s adjusted capital
adequacy ratio incorporating market risk of 15.42%
and the unadjusted ratio of 15.71% as at 30 June
2005 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 note (B).

(i)

(iii)
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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 carried at amortised cost.

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 significant 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.
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(M) MANAGEMENT OF RISKS (continued)
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(iv) 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 Board. Market risk is managed
within various limits approved by the Board. 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 2005 were HK$5,920,180
(2004: HK$13,445,624) and HK$8,373,022 (2004:
HK$19,016,398) respectively. The average VaR at
95% and 99% confidence level for the first six
months of 2005 were HK$9,317,122 (2004:
HK$13,289,165) and HK$13,177,379 (2004:
HK$18,798,114) respectively.
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(M) MANAGEMENT OF RISKS (continued)

BB EE ()

(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$87,405 (2004: HK$78,897) and the standard
deviation was HK$128,233 (2004: HK$86,726).
An analysis of the Group’s trading revenue is shown
below:

(iv) mERBRER (&)

% E A

REERA—EZENTTE  UE
BEZSHEE  WERHEMTISR
ERRBEXZHEINEH - LU
EEMBEMSAR - EAKER
SNETIZ - RIS REF MR
mERERREELTSEAR - M
ERARZFPHNRZIET  BEE
EREMEHEHETHRS °

AEEzHZEMERKREEREE
FEBZEEE T -  WEHEZER
MEREER FERNRTERS
ERTESHTEHEERE A
87,4058 7L (Z T T Y4 : 78,897
D) ¢ 2R E £128,233 BT (&
TEPY4E : 86,7260 7T) ° AL
Z2RBWEAFTWT



UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

AREGHARUBESR

(M) MANAGEMENT OF RISKS (continued) B iR EE ()
(iv) Market risk management (continued) (iv) miERKER (&)
Market risk exposure (continued) SRR AE (&)

Daily Distribution of Trading Revenue for the Period ended June 2005
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m (M) MANAGEMENT OF RISKS (continued) [ B B (4)
(iv) Market risk management (continued) (iv) miERKER (&)
Market risk exposure (continued) SRR AE (&)
This shows a maximum daily loss of HK$385,948 NEEXRBTIRLI44KR(ZETN
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FUBON BANK NETWORK
ERRTRE

HEAD OFFICE

Fubon Bank Building,

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

Fax (852) 2810 1483

Website www.fubonbank.com.hk

PRINCIPAL SUBSIDIARIES

Fubon Credit (Hong Kong) Limited
Fubon Securities (Hong Kong) Limited
Fubon Bank Vanuatu Limited

Fubon Nominees (Hong Kong) Limited

BRANCHES
Hong Kong
Central Main Branch
Causeway Bay
Chaiwan

Happy Valley

North Point
Queen’s Road East
Sheung Wan
Taikoo Shing
Wanchai

Kowloon

Cheung Sha Wan

Hunghom

Jordan Road

Kowloon Main Branch (Mongkok)
Kwun Tong

Mei Foo

Mongkok

Richland Gardens

Tsimshatsui

New Territories
Shatin

Tai Po

Tsuen Wan
Tuen Mun
Yuen Long
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FUBON BANK NETWORK

EARTHEE

AMBASSADOR CENTERS
Hong Kong

Central

Causeway Bay

North Point

Queen’s Road East

Sheung Wan

Wanchai

Kowloon

Homantin

Kowloon Main Branch (Mongkok)
Mei Foo

Mongkok

Tsimshatsui

New Territories
Shatin

Tsuen Wan
Tuen Mun
Yuen Long

SECURITIES SERVICES CENTERS
Central

Mei Foo

Yuen Long

AMBASSADOR CENTERS
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