
16 Non-trading securities
31/12/2004

HK$’000
At fair value:

Debt securities

– Listed in Hong Kong 356,291
– Listed outside Hong Kong 1,867,262
– Unlisted 1,672,216

3,895,769

Equity securities

– Listed in Hong Kong 157,838
– Unlisted 36,513

194,351

Equity investment fund

– Listed in Hong Kong 22,985

4,113,105

Fair value of listed securities 2,404,376

Non-trading securities are analysed by issuer as follows:

31/12/2004
HK$’000

Central governments and central banks 1,338,379

Public sector entities 787,591

Banks and other financial institutions 1,748,354

Corporate entities 238,781

4,113,105
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17 Fixed assets
�� ! �� !"

�� Investment Furniture & ��
Premises properties equipment Total
HK$’000 HK$’000 HK$’000 HK$’000

Net book value at
1 January 2005
as previously reported 458,453 1,261,950 117,806 1,838,209

Effect of changes in
accounting policies
– on adoption of
   HKAS 17 (245,974) – – (245,974)

Net book value at
1 January 2005
as restated 212,479 1,261,950 117,806 1,592,235

Additions 5,108 – 4,720  9,828

Disposals – – (117) (117)

Reclassifications, net 10,207 (10,207) – –

(Deficit)/surplus on
revaluation (79) 119,847 – 119,768

Depreciation (4,130) – (20,041) (24,171)

Exchange adjustment (3) – (1) (4)

Net book value at
30 June 2005 223,582 1,371,590 102,367 1,697,539

18 Deposits from customers
30/6/2005 31/12/2004
HK$’000 HK$’000

Demand deposits and current accounts 3,270,568 3,806,452

Saving deposits 13,060,903 16,974,515

Time, call and notice deposits 36,860,554 32,414,763

53,192,025 53,195,730
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19 Other accounts and accruals

30/6/2005 31/12/2004
HK$’000 HK$’000

Short positions in Exchange Fund Bills
and Notes, at fair value:

– Listed, trading 2,220 3,668

– Unlisted, trading 462,525 267,496

464,745 271,164

Deferred tax liabilities 278,541 796

Others 2,428,772 2,587,447

3,172,058 2,859,407

Included in others is interest payable of HK$135,252,000, which is analysed by
types of financial liabilities as follows:

30/6/2005
HK$’000

Deposits and balances of banks and
other financial institutions 11,735

Deposits from customers 75,460

Financial liabilities at fair value through profit or loss 7,928

Derivative financial instruments 35,694

Certificates of deposit issued 4,435

135,252
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20 Maturity profile

At 30/6/2005

�� ! �� !
�� ! �� 

�� One year Five
�� or less  years

�� ! Three but over or less �� ! �� 
Repayable  months three but over Over �� ��

on demand or less  months one year five years Undated Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Assets
Cash and short-term

funds 1,026,796 14,689,617 – – – – 15,716,413
Placements with banks

and other financial
institutions maturing
between one and
twelve months – 2,420,643 134,724 – – – 2,555,367

Certificates of deposit held – 403,696 365,000 610,348 47,608 – 1,426,652

Debt securities included in:
– Held-to-maturity

securities – 1,548,268 946,430 1,343,464 107,061 – 3,945,223

– Trading securities – 32,055 197,678 116,381 12,233 – 358,347
– Financial assets at fair

value through profit
or loss – 222,741 736,233 2,884,674 702,179 – 4,545,827

– Available-for-sale
securities – 88,873 1,747,493 1,901,657 174,877 – 3,912,900

Advances to customers 1,406,005 1,529,198 5,327,673 13,380,023 13,016,339 282,525 34,941,763
Advances to banks and

other financial
institutions – – 46,634 111,609 – – 158,243

2,432,801 20,935,091 9,501,865 20,348,156 14,060,297 282,525 67,560,735

Liabilities
Deposits and balances

of banks and other
financial institutions 293,896 1,557,099 77,723 – – – 1,928,718

Deposits from customers16,331,471 34,924,780 1,859,053 76,721 – – 53,192,025
Financial liabilities at

fair value through
profit or loss – 435,646 794,908 392,284 – – 1,622,838

Certificates of deposit
issued – 499,968 469,913 799,254 – – 1,769,135

Short positions in
Exchange Fund Bills
and Notes – 462,525 1,014 1,206 – – 464,745

16,625,367 37,880,018 3,202,611 1,269,465 – – 58,977,461
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20 Maturity profile  (continued)

At 31/12/2004

�� ! �� !
�� ! �� 

�� One year Five
�� or less  years

�� ! Three but over or less �� ! �� 
Repayable  months three but over Over �� ��

on demand or less  months one year five years Undated Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Assets
Cash and short-term

funds 1,018,598 14,573,873 249,927 – – – 15,842,398
Placements with banks

and other financial
institutions maturing
between one and
twelve months – 5,515,523 193,040 – – – 5,708,563

Certificates of deposit held – 491,578 1,266,932 507,611 – – 2,266,121

Debt securities included in:
– Held-to-maturity

securities – 2,159,723 1,398,739 4,222,212 477,463 – 8,258,137

– Trading securities – 1,606 87,021 289,119 12,292 – 390,038

– Non-trading securities – 140 945,479 2,950,150 – – 3,895,769
Advances to customers 1,108,930 1,397,438 3,280,761 12,839,006 12,164,866 352,987 31,143,988
Advances to banks and

other financial
institutions – – – 208,807 – – 208,807

2,127,528 24,139,881 7,421,899 21,016,905 12,654,621 352,987 67,713,821

Liabilities
Deposits and balances

of banks and other
financial institutions 249,360 2,001,717 – – – – 2,251,077

Deposits from customers 20,780,967 30,549,528 1,540,558 324,677 – – 53,195,730
Certificates of deposit

issued – 576,000 2,046,668 556,872 – – 3,179,540
Short positions in

Exchange Fund Bills
and Notes – 268,899 1,005 1,260 – – 271,164

21,030,327 33,396,144 3,588,231 882,809 – – 58,897,511
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21 Share capital
30/6/2005 31/12/2004
HK$’000 HK$’000

Authorised:
300,000,000 shares (2004: 300,000,000 shares)
of HK$5 each 1,500,000 1,500,000

Issued and fully paid:
232,190,115 shares (2004: 232,190,115 shares)
of HK$5 each  1,160,951 1,160,951

22 Reserves
�� !
�� ! ��

Investment �� !
�� ! properties Investment �� ! �� !

Capital revaluation revaluation General Retained ��
reserve reserve reserve reserve earnings Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2005
as previously
reported 57,500 1,360,708 142,215 1,003,730 5,835,655 8,399,808

Effect of changes in
accounting policies
– on adoption of

HKAS 17 – – – – 7,885 7,885

At 1 January 2005
as restated 57,500 1,360,708 142,215 1,003,730 5,843,540 8,407,693

Effect of changes in
accounting policies
– on adoption of

HKAS 39 – – (4,130) – 283,135 279,005
– on adoption of

HKAS 40 – (1,360,708) – – 1,122,584 (238,124)

At 1 January 2005
as adjusted 57,500 – 138,085 1,003,730 7,249,259 8,448,574

Change in fair value
of available-for-sale
securities – – 24,898 – – 24,898

Disposal of
available-for-sale
securities – – (238) – – (238)

Change in deferred
taxation – ––1,2911,151,291 –– ––– 1,29111,291

Profit for the period – – – – 530,405 530,405
2004 Final dividend

paid – – – – (459,737) (459,737)

At 30 June 2005 57,500 – 164,036 1,003,730 7,319,927 8,545,193
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22 Reserves (continued)

�� !
�� ! ��

Investment �� !
�� ! properties Investment �� ! �� !

Capital revaluation revaluation General Retained ��
reserve reserve reserve reserve earnings Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
At 1 January 2004 as

previously reported 57,500 1,022,940 127,729 1,003,730 5,235,844 7,447,743
Effect of changes in

accounting policies
– on adoption of
   HKAS 17 – – – – 7,424 7,424

At 1 January 2004
as restated 57,500 1,022,940 127,729 1,003,730 5,243,268 7,455,167

Change in fair value
of non-trading
securities – – 17,130 – – 17,130

Disposal of non-trading
securities – – (4,749) – – (4,749)

Surplus on revaluation – 337,768 – – – 337,768
Change in deferred

taxation – – 2,105 – – 2,105
Profit for the year – – – – 1,032,146 1,032,146
2003 Final dividend

paid – – – – (320,423) (320,423)
2004 Interim dividend

paid – – – – (111,451) (111,451)

At 31 December 2004 57,500 1,360,708 142,215 1,003,730 5,843,540 8,407,693

(a) The Group’s capital reserve was set up in relation to the capitalisation by certain subsidiaries
of their retained earnings for the issue of new shares to the Bank.

(b) The general reserve is comprised of the previous years’ transfers from retained earnings
and inner reserve.

(c) In accordance with the guidance note from the Hong Kong Monetary Authority, an
authorised institution is required to maintain a regulatory reserve in excess of impairment
allowances.  As a result, retained earnings of HK$247,500,000 was earmarked as a
regulatory reserve at 30 June 2005.

(d) The directors declared an interim dividend of HK$132,348,000 (2004: final dividend of
HK$459,737,000) after the period end which will be deducted as an appropriation of
retained earnings in the year ending 31 December 2005 (note 6).
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23 Segmental information

(a) Class of business

The Group operates predominantly in commercial banking which comprises
retail and corporate banking, treasury, insurance and other activities. Retail and
corporate banking includes retail banking, commercial lending and trade finance.
Treasury activities include foreign exchange, money market and capital market
activities.  Insurance activities include insurance underwriting, insurance agency
and other related businesses. Other activities mainly comprise investment
properties holding and securities brokerage business.

Unallocated items mainly comprise expenses, assets and liabilities of the
central management unit and other shared services, taxation and any items
which cannot be reasonably allocated to specific business segments.
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Retail and �� 
corporate �� �� �� �� �� 

banking Treasury Insurance Others Unallocated Group
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Six months ended
30 June 2005

Interest income from
– external customers 614,692 502,508 20,709 16,436 – 1,154,345
– other segments 162,655 253,052 3,010 1,510 – 420,227

Interest expense to
– external customers (162,697) (449,954) – – – (612,651)
– other segments (256,169) (161,443) – (2,615) – (420,227)

Net interest income 358,481 144,163 23,719 15,331 – 541,694
Insurance operating income

from external customers – – 181,143 – – 181,143
Other operating income

from external customers 87,788 6,021 (10,962) 120,243 – 203,090
Operating income 446,269 150,184 193,900 135,574 – 925,927
Operating expenses (172,620) (10,828) (12,460) (33,907) (53,498) (283,313)
Operating profit before

impairment allowances 273,649 139,356 181,440 101,667 (53,498) 642,614
Write back of impairment

allowances 3,039 – 17 – – 3,056
Charge for insurance

claims – – (136,851) – – (136,851)
Operating profit 276,688 139,356 44,606 101,667 (53,498) 508,819
(Loss)/gain on fixed

assets and investments (4) 4 100 – (109) (9)
Revaluation surplus on

investment properties – – – 119,847 – 119,847
Revaluation deficit on

premises – – – (79) – (79)
Share of net profits of

jointly controlled entities
and associates – – 1,495 1,461 – 2,956

Profit/(loss) before taxation 276,684 139,360 46,201 222,896 (53,607) 631,534

Depreciation charge 15,901 612 574 4,251 2,833 24,171

At 30 June 2005

Segment assets 39,323,528 28,030,332 1,618,221 2,254,710 286,865 71,513,656
Segment liabilities 52,924,160 6,070,752 1,160,022 1,259,737 392,841 61,807,512
Capital expenditure 7,536 54 351 1,192 695 9,828



23 Segmental information (continued)

(a) Class of business (continued)

�� 
�� !

Retail and �� 
corporate �� �� �� �� �� 

banking Treasury Insurance Others Unallocated Group
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

��
Restated

Six months ended
30 June 2004

Interest income from
– external customers 479,490 371,146 4,648 14,555 – 869,839
– other segments 66,508 77,578 780 302 – 145,168

Interest expense to
– external customers (51,489) (276,024) – – – (327,513)
– other segments (79,337) (65,460) – (371) – (145,168)

Net interest income 415,172 107,240 5,428 14,486 – 542,326
Insurance operating income

from external customers – – 217,537 – – 217,537
Other operating income

from external customers 52,957 34,131 1,161 128,429 – 216,678

Operating income 468,129 141,371 224,126 142,915 – 976,541
Operating expenses (160,046) (12,417) (11,940) (31,705) (50,993) (267,101)

Operating profit before
provisions 308,083 128,954 212,186 111,210 (50,993) 709,440

Write back of/(charge for)
bad and doubtful debts 18,869 – (11) – – 18,858

Charge for insurance
claims – – (176,742) – – (176,742)

Operating profit 326,952 128,954 35,433 111,210 (50,993) 551,556
Gain/(loss) on fixed

assets and investments 6,321 220 118 819 (679) 6,799
Share of net (losses)/profits

of jointly controlled
entities and associates – – (116) 2,037 – 1,921

Profit/(loss) before
taxation 333,273 129,174 35,435 114,066 (51,672) 560,276

Depreciation charge 15,042 772 676 4,095 2,850 23,435

At 31 December 2004

Segment assets 34,860,685 32,430,400 1,441,904 2,024,545 296,864 71,054,398
Segment liabilities 52,958,597 5,793,403 1,071,645 1,580,025 82,084 61,485,754
Capital expenditure 17,404 446 405 6,329 4,171 28,755

(b) Geographical area

The Group operates predominantly in Hong Kong.  Less than 10% of the Group’s income, profit,
assets, liabilities, contingent liabilities or commitments is attributable to the Group’s overseas
operations.
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24 Contingent liabilities and commitments

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

30/6/2005 31/12/2004
HK$’000 HK$’000

Contractual amount
Direct credit substitutes 812,255 690,857
Transaction-related contingencies 26,136 16,097
Trade-related contingencies 442,460 444,175
Other commitments with an original

maturity of
– under one year or which are

unconditionally cancellable 7,356,987 6,610,161
– one year and over 3,781,380 3,589,888

12,419,218 11,351,178

Credit risk weighted amount 3,051,767 2,702,638

The contractual amounts of these contingent liabilities and commitments indicate
the volume of transactions outstanding as at the balance sheet date and they do
not represent amounts at risk.

The credit risk weighted amounts are the amounts which have been calculated
in accordance with the Third Schedule of the Hong Kong Banking Ordinance
and guidelines issued by the Hong Kong Monetary Authority.  The amounts
calculated are dependent upon the status of the counterparty and the maturity
characteristics of each type of contract.

25 Capital and lease commitments

(a) Capital commitments
30/6/2005 31/12/2004
HK$’000 HK$’000

Contracted but not provided for 22,430 5,140
Authorised but not contracted for 1,488 5,435

23,918 10,575

(b) Lease commitments

At 30 June 2005 and 31 December 2004, the Group had the following future
aggregate minimum lease payments under non-cancellable operating leases:

30/6/2005 31/12/2004
HK$’000 HK$’000

Land and buildings
– Not later than one year 8,279 8,458
– Later than one year and not later

than five years 14,895 18,537

23,174 26,995
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26 Other operating lease arrangements

At 30 June 2005 and 31 December 2004, the Group had contracted with tenants
for the following future minimum lease receivables:

30/6/2005 31/12/2004
HK$’000 HK$’000

Land and buildings
– Not later than one year 58,038 68,352
– Later than one year and not later

than five years 37,026 37,514

95,064 105,866

27 Notes to condensed consolidated cash flow statement

(a) Reconciliation of operating profit to net cash outflow from operating
activities before taxation

�� !"#$% &!
Six months ended 30 June

2005 2004
HK$’000 HK$’000

��
Restated

Operating profit 508,819 551,556
Write back of impairment allowances on loans (3,056) –
Write back of bad and doubtful debts – (18,858)
Depreciation 24,171 23,435
Operating lease charges on leasehold land 2,086 2,086
Amortisation of discount/premium on

available-for-sale securities and
held-to-maturity securities (21,544) –

Amortisation of discount/premium on
non-trading securities and held-to-maturity
securities – (31,877)

Change in money at call and short notice (150,220) 630,218
Change in treasury bills maturing beyond

three months 250,471 (392,029)
Change in placements with banks and

other financial institutions maturing
beyond three months 244,526 (100,480)

Change in trade bills (54,895) (38,870)
Change in certificates of deposit held

maturing beyond three months 501,197 (187,063)
Change in trading securities 4,909 (128,270)
Change in financial assets at fair value

through profit or loss (947,576) –
Change in derivative financial instruments (39,652) –
Change in advances and other accounts (3,757,650) (206,791)
Change in deposits and balances of

banks and other financial institutions
maturing beyond three months 77,723 (273,182)

Change in deposits from customers (4,822) (2,499,030)
Change in certificates of deposit issued (287,121) 214,285
Change in financial liabilities at fair value

through profit or loss 506,554 –
Change in other liabilities (223,840) (893,153)

Net cash outflow from operating activities
before taxation (3,369,920) (3,348,023)
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27 Notes to condensed consolidated cash flow statement (continued)

(b) Analysis of the balances of cash and cash equivalents

30/6/2005 30/6/2004
HK$’000 HK$’000

Cash and balances with banks and other
financial institutions 1,053,692 662,647

Money at call and short notice 13,247,287 13,673,000
Placements with banks and other financial

institutions with original maturity
within three months 2,086,434 1,000,261

Treasury bills with original maturity within
three months 1,012,365 361,898

Certificates of deposit held with original
maturity within three months 55,960 212,024

Short positions in Exchange Fund Bills
and Notes (462,525) (643,808)

Deposits and balances of banks and other
financial institutions with original maturity
within three months (1,850,995) (920,042)

15,142,218 14,345,980

28 Assets pledged as security

(a) At 30 June 2005, a certificate of deposit of US$7,200,000 (equivalent
to HK$55,961,000; 31 December 2004: US$7,200,000, equivalent to
HK$55,974,000) has been pledged to the Office of the Comptroller of Currency
of the United States of America as a statutory deposit for the Bank’s branch in
Los Angeles.

(b) At 30 June 2005, Hong Kong Exchange Fund Bills and Notes totalling
HK$465,441,000 (31 December 2004: HK$272,290,000) which are mainly
included in “Cash and short-term funds” (note 8), have been pledged to secure
the Bank’s short positions in Exchange Fund Bills and Notes under sale and
repurchase agreements entered into by the Bank in the normal course of its
business (note 19).
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29 Related party transactions

During the period, the Bank granted loans to and received deposits from related
parties in the normal course of its business.  These related parties are key
management personnel of the Bank, close members of their families, and
companies controlled or significantly influenced by them.  The aggregate
outstanding balance of the loans granted to and the deposits received from
related parties as at 30 June 2005 and 31 December 2004, and the interest
income and interest expense for the period on those loans granted and deposits
received are as follows:

30/6/2005 31/12/2004
HK$’000 HK$’000

Aggregate amounts outstanding at the
period end
– Loans  245,433 238,994

– Deposits 1,886,488 1,681,248

�� !"#$% &!
Six months ended 30 June

2005 2004
HK$’000 HK$’000

Interest income for the period on
loans to related parties 3,893 3,325

Interest expense for the period on
deposits from related parties 16,755 8,311

30 Event after the balance sheet date

The Group concluded a transaction relating to the disposal of its interests
in HKMLC Holdings Limited on 11 July 2005. The resultant gain of
HK$61,636,000 will be taken up in the Group’s second half results of the
financial year.
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