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FEEEEBR Group Results in Brief

/_HE+ 1E /\H_"—Eﬂ: /_HE+ JJ:
~EA ~ME A ~MEA
Six months ended  Six months ended #40  Six months ended
30th June, 2006 30th June, 2005 Increase 30th June, 2006
HK$m HK$m % US$m
RNIF/TARERETS  Profit Attributable to
il Shareholders of the Bank 817 701 16.7 105.2
AR S Interim Dividend 241 206 17.2 31.0
HK$ HK$ % us$
BREXERN Basic Earnings per Share 2.78 2.38 16.7 0.36
TR+ ERE Interim Dividend per Share 0.82 0.70 17.1 0.11
% %
BOAREIE AL Cost to Income Ratio 35.2 36.4
FHEERHRE  Return on Average
(FE1L) Assets (annualised) 1.51 1.45
FHRREESE  Return on Average
HRE(FE1L) Shareholders’
Funds (annualised) 19.1 18.5
—EEXRE “ETRF —EEXE
~B=1H +-A=+—8 0 ~AA=1H
30th June, 2006 31st December, 2005 Increase 30th June, 2006
HK$m HK$m % Us$m
BEREE Shareholders’ Funds 8,682 8,316 4.4 1,117.9
BT Total Deposits 97,750 91,201 7.2 12,585.9
RFEEX Advances to Customers 56,071 54,402 3.1 7,219.5
BEE Total Assets 111,427 104,323 6.8 14,346.9
HK$ HK$ % Us$
A B TAIRIT  Net Asset Value per Share,
BREzBRE attributable to Shareholders
EFE of the Bank 29.52 28.28 4.4 3.80

m = million (B #)

US$1.00 = HK$7.7666
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For the first six months of 2006, the Group achieved record
interim results. Profit attributable to shareholders grew by 16.7
percent to HK$817.4 million compared with HK$700.6 million in
the same period last year or increase of 26.1 percent when
compared with the second half of last year. Earnings per share
rose 16.7 percent to HK$2.78. The Group’s operating profit before
tax increased by 17.1 percent to HK$978.2 million. Reflecting
this strong performance, the Board has recommended an interim
dividend of HK$0.82 per share, 17.1 percent higher than last
year.

Economic growth in Hong Kong has been impressive. First quarter
real GDP grew by 8.2 percent over the same period in 2005.
Increased household income — supported by growth in both
employment and wages — has led to higher domestic consumption.
The external trade situation has remained encouraging. Growth
in private investment has also accelerated despite interest rate
hikes and higher energy prices. As a result of the recovery in the
property market in recent years as well as reduced corporate
leveraging, the overall quality of loan portfolios in the banking
sector has improved.

We have continued to diversify our loan portfolio and achieved
good growth during the first half of the year. This was mainly
supported by increased lending in Macau, equipment financing,
residential mortgage lending on the Mainland as well as residential
and consumer lending in Hong Kong. Total advances to customers
increased by 3.1 percent to HK$56.1 billion.

Total deposit growth was also very satisfactory increasing by 7.2
percent to HK$97.8 billion. Customer deposits grew by 7.5 percent
to HK$92.1 billion. Promotional campaigns for our foreign currency
services and attractive mortgage packages have been well received
by customers.

Total net interest income rose 16.3 percent to HK$1,020.2 million
supported by the increase in loans. However this was partially
offset by a slight decrease in the net interest margin. This declined
from 1.86 percent to 1.83 percent because of reduced income
from our treasury operations — caused by a flatter yield curve —
and pressure from mortgage repricing. Partially offsetting this
decrease was a higher return on shareholders’ funds thanks to
the higher interest rate environment and the wider spread between
prime and HIBOR.

Higher contributions from brokerage commissions and foreign
currency trading saw our non-interest income rise by 3.7 percent
to HK$454.0 million. However there was a decrease in loan
prepayment penalties. Vigorous promotional campaigns have
helped to broaden our customer base and enhance cross-selling
opportunities.
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The Group’s cost-to-income ratio continued to improve from 36.4
percent to 35.2 percent thanks to a sustained higher growth in
income over costs.

Impairment losses and allowances for impaired loans remained
virtually unchanged at HK$0.8 million due to the general
improvement in the economy and stable property prices. For the
first six months of 2006, the charge-off ratio for credit cards
decreased to 1.52 percent of card receivables compared with
1.89 percent in the same period last year. The level of impaired
loans also decreased to HK$0.48 billion, equivalent to 0.86 percent
of total loans.

The Group’s adjusted capital adequacy ratio and average liquidity
ratio improved to 15.1 percent and 50.8 percent respectively
while the loan-to-deposit ratio decreased to 57.4 percent as
deposit growth outstripped growth in lending.

The Group's network currently consists of 38 branches in Hong
Kong, 12 branches in Macau and one branch each in Shenzhen
and Shanghai. As at the end of June 2006, we had a total of
2,338 employees.

Below is a summary of the performances of our individual business
operations and the outlook for the second half of the year.

The Retail Banking division recorded a 5.6 percent increase in
profit before taxation over the first half of 2005. This was due to
strong growth in the retail banking business, especially mortgage,
stock trading and wealth management services as well as the
foreign currency businesses.

Although demand for loans has remained weak and the
competition in the mortgage market has been keen, residential
mortgages, which accounted for a substantial 26.0 percent of
the total loan portfolio increased 4.6 percent from the beginning
of the year. Several of our mortgage packages have proved very
popular and competitive compared to other similar products on
the market. These include our SuperFirst Mortgage Financing
Program, Flexi-Mortgage Plan and HIBOR-Linked Mortgage. We
will continue to respond quickly to market changes and provide
an innovative range of mortgage packages to directly meet our
customers' needs.

The brokerage business has performed extremely well as a result
of heavy trading on the local stock market. Growth in brokerage
income reached 85.9 percent.
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While the wealth management business experienced keen
competition in the first half of the year, growth remained stable
at 6.3 percent.

Meanwhile the popularity of our foreign currency services has
been boosted by large-scale promotional activities. Compared to
other market players, both our exchange rates and interest rates
remain highly competitive leading to a 5.5 percent increase in
total foreign currency deposits.

As a well-known niche player in consumer lending, Wing Hang
Credit Ltd. continues to provide a full range of loan services
through its 16 branches and business centers. Our enlarged
network and increasing number of point-of-sales outlets have
helped to promote a full range of loan products across Wing
Hang Bank and Wing Hang Credit. For instance there was an
overwhelming response to our Personal Loan Program and Tax
Loan Program creating significant demand for new loans. As a
result, total consumer loans grew by 10.3 percent compared to
the same period last year.

Indeed the consumer lending division has continued to expand
its branch network, diversify loan services and explore new business
opportunities. While professionalism and a customer-oriented
approach are strong characteristics of the company, Wing Hang
Credit has also strived to establish a brand image in new market
segments. Taking advantage of this strong position, the company
will further enhance its performance over the forthcoming years
as it strives to become a pioneer in the consumer lending industry.

The Corporate Banking division recorded a 23.7 percent increase
in profit before taxation. We continued to participate actively in
the Government's SME Loan Guarantee Scheme and, in
cooperation with our Shenzhen Branch, provide credit facilities to
local clients who have shifted their manufacturing operations to
the Mainland.

Turning to our vehicle and equipment-financing business, Wing
Hang Finance has achieved consistent growth as more effort has
been placed on developing the business in China where returns
are higher. This has also helped to improve the overall yield of
the loan portfolio despite the rising costs of funds.
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In Macau, Banco Weng Hang continues to perform well, helped
by a buoyant economy. Macau’s GDP growth surged by 18.8
percent in the first quarter following the relatively mild growth of
6.7 percent achieved in 2005. Profit after tax grew by 14.6 percent
to 115.5 million Macau patacas. This increase would have been
24.3 percent if a tax refund had been excluded from last year’s
figures. Net interest income grew by 36.6 percent while
non-interest income remained flat due to last year’s significantly
higher treasury income, the exclusion of which would have seen
growth of 32.1 percent. Total advances to customers and customer
deposits have grown by 15.7 percent and 14.1 percent respectively
since the end of last year.

We continue to make improvements to our branch network.
Recently a new branch was opened in a prominent location in
Hong Kong and we will continue to look for other strategic
locations to open more branches. We also plan to open more
wealth management centers in convenient locations in order to
provide a seamless service to our high net-worth customers.

We will also continue our expansion program in Mainland. In the
first quarter, we opened our Shenzhen sub-branch. Meanwhile
our new Guangzhou branch will be operative in the fourth quarter
of the year. More sub-branches will be opened in other cities as
part of our strategy of expanding our Mainland network in
preparation for the complete opening of China’s banking sector
by the end of 2006.

The business outlook for the second half of the year remains
challenging due to the risk of rising domestic interest rates
impacting loan growth. Consumer price inflation has crept up,
however, reduction in import prices of consumer goods will
alleviate inflationary pressure. Due to increasing intra-regional
trade especially with the Mainland, exports and re-exports are
expected continue to grow. Domestically, increasing wages with
increasing job openings should bolster consumer spending. Rising
investment spending indicates a robust investor confidence on
economic outlook. With a stronger economic growth, activity in
the property market should return. We will continue to expand
our business in the high-growth markets of Macau and Mainland.
With a larger operating platform and customer base, we will
focus on broadening our non-interest income and expanding our
consumer lending businesses while maintaining tight control over
costs.

Patrick Y B Fung
Chairman and Chief Executive

Hong Kong, 17th August, 2006



KBEE 2 EESEFEFTE R Unaudited Consolidated Profit and Loss Account

EE - FZTNENFH=+HIENEA For the six months ended 30th June, 2006

\ —E2ENE —ZTThE
Uik ~A=+H ~NA=TH
(LB FI3)FR) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2006 30th June, 2005
(ER)
(restated)
MEKA Interest income 4(a) 2,766,967 1,674,090
FI B Interest expenses 4(b) (1,839,271) (866,880)
A EWA Net interest income 927,696 807,210
BEEERBNIDTE  Netinterest income on financial
Em ARG EBTA instruments held for trading and
R B A measured at fair value through
profit or loss 4(¢) 92,481 69,805
R BWA Total net interest income 1,020,177 877,015
H & E WA Other operating income 4(d) 453,964 437,806
=ELON Operating income 1,474,141 1,314,821
EETH Operating expenses 4(e) (518,196) (478,755)
MBREERZREEE  Operating profit before impairment
k=i allowances on impaired loans and
o ) i advances 955,945 836,066
MEERZBERBAXN%E  Impairment losses and allowances
& (1R%) /e (charge)/release for impaired loans
and advances (763) 442
EERT Operating profit 955,182 836,508
BRERENMERBEARN  Gains on revaluation of investment
Bl & E &R properties and disposal of tangible
fixed assets 5(a) 14,694 7,049
PEFEEEHARAM  Losses on disposal of held-to-maturity
HECREEZEE and available-for-sale financial assets 5(b) - (6,707)
IEREB2EM Profit on ordinary activities 969,876 836,850
JE(REEZ AR 2R A,  Share of net profits / (losses) in
(B1#8) associated companies 6(a) 8,305 (1,727)
BR 4 A A Profit before taxation 978,181 835,123
i Taxation 6(b) (160,010) (133,514)
FREUI& & M Profit after taxation 818,171 701,609
Al D EE .25 A Profits attributable to:
RIRITRE Shareholders of the Bank 817,423 700,628
LBk R A Minority interests 748 981
FREUI& & M Profit after taxation 818,171 701,609
RS R 8 Dividends attributable to the period:
Bk B S Interim dividend declared 7 241,179 205,786
BEEF 2 RBARE Underprovision of final dividend in
respect of previous year 96 57
241,275 205,843
B BT
HK$ HK$
FhRAF Earnings per share 8
HR Basic 2.78 2.38
23 Diluted 2.76 238
BRER T HIR S Interim dividend declared per share 0.82 0.70

FBI2EEF48H 7 A
AR EZ T BEREZ

— 8t
8

The notes on pages 12 to 48 form part of the unaudited interim financial report.



KBEE 2 EESEERBRE Unaudited Consolidated Balance Sheet

—EEXNFANA=FHAEE As at 30th June, 2006

—BEAE “EThE
B sE AAZtH +-A=+—~H
(LEBFrhi5)rR) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2006  31st December, 2005
BE ASSETS
RehEHEe Cash and short-term funds 9 21,387,260 20,053,798
THEMRTRAZEREMSE  Placements with banks and other financial
AUENE(—Z2+_-HEA institutions maturing between one and
ME|H) twelve months 20 4,005,194 2,657,380
ZHEBRERBRIMEERE Trade bills less impairment allowances 20 728,381 652,375
BEERR ‘éF Trading assets 10 &20 1,030,144 911,264
MNAFBEFABRZEE  Finandal assets measured at fair value
BE through profit or loss 11&20 5,761,090 5,924,424
EF7EFNEMBED  Advances to customers and other accounts
BRRE less impairment allowances 12(a) 57,213,861 55,472,883
BEZEBARTMEEES  Held-to-maturity and available-for-sale
BEE financial assets 13&20 18,362,752 15,909,430
BENRIRE Investments in associated companies 155,260 146,955
EVEEERE Tangible fixed assets
—REME — Investment properties 262,318 231,447
—HibME B RRE — Other properties, plants and equipment 1,654,564 1,506,041
GRS Goodwill 14 847,422 847,422
] Y [B] A ER 7R TR Current tax recoverable 1,317 1,211
EREMIBEE Deferred tax assets 17,256 7,986
BEE Total assets 111,426,819 104,322,616
RREZREE EQUITY AND LIABILITIES
FBIREREMSBRERE Y Deposits and balances of banks and other
eS| financial institutions 20 1,547,508 1,703,026
BPEZERK Deposits from customers 15 & 20 92,060,283 85,673,452
BETZERE Certificates of deposit issued 16 & 20 4,142,205 3,824,339
EERARAR Trading liabilities 17 & 20 929,967 865,962
e A AT IR Current tax payable 200,140 102,798
BELEMERE Deferred tax liabilities 105,008 91,570
HAMREREE Other accounts and provisions 18 1,212,994 1,203,530
BEER Loan capital 19.&20 2,524,145 2,519,888
BefRE Total liabilities 102,722,250 95,984,565
[ Share capital 21 294,121 294,021
f#E Reserves 22 8,387,589 8,021,919
BERES Shareholders’ funds 8,681,710 8,315,940
VYRR R Minority interests 22,859 22,111
R EREE Total equity 8,704,569 8,338,051
BREERRER Total equity and liabilities 111,426,819 104,322,616

FBI2EEF48H 7 A
ARG EZ T BEREZ
—&B1pe

The notes on pages 12 to 48 form part of the unaudited interim financial report.



*@%VZ%AHQiEM*ﬁE?E Unaudited Consolidated Statement of Changes in Equity

HEZZTZTNNENA=+HIFNEA For the six months ended 30th June, 2006

~B=1+H .IJ: A ﬂ = ﬂ' =H]
~EA ~NEA
B Six months ended Six months ended
(LBBFlI3T) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2006 30th June, 2005
RN—A—BzBRREZEE Total equity as at 1st January 8,338,051 7,602,038
Bk GFABEEHIBZER  Unrealised gainshlosses) on revaluation of
1 HESREEZARER available-for-sale financial assets after
ha/ (B18) deferred tax charge/credit 22 83 (20,293)
i ’% e eRmEE Realisation on disposal of available-for-sale
financial assets - 5,872
BEFTTHEZARER KR Unrealised gains on revaluation of bank
premises 22 11,010 6,352
BITTHEHBETRENBR L Deferred tax charged to bank premises
B IE revaluation reserve 22 (2,645) (1,12)
BERE Exchange adjustments 22 447 (93)
ERERBEEZABERZFUH  Netincome/(expenses) recognised directly in
AN/ (i) equity 8,895 (9,274)
R F Net profit for the period 818,171 701,609
HAEERz W< BHE Total recognised income and expenses for the
period 827,066 692,335
2R E Dividends paid 2 (470,529) (420,349)
BIERRAER 2317 238 Proceeds on shares issued under share option
b} scheme 21 3,799 2,258
B 8RBT E| R R EEt 212 Share premium under Employee Incentive Plan
BARE and share option scheme 22 6,182 5,730
NAZTHZRRESEE  Total equity as at 30th June 8,704,569 7,882,012
ARz W @EASE  Total recognised income and expenses for the
T period attributable to:
KRITRE Shareholders of the Bank 826,318 691,354
DERE R Minority interests 748 981
827,066 692,335
F12HZF48E 2 1iF 18 The notes on pages 12 to 48 form part of the unaudited interim financial report.
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R4 RER Unaudited Consolidated Cash Flow Statement

HEZZTZTNNENA=+HIFNEA For the six months ended 30th June, 2006

“EERE “TTHE
i)z ~NA=1H NA=TH
(LB FTr3TE) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2006 30th June, 2005
AEXEHMRAZREFE  Net cash inflow from operating activities 24(a) 6,441,934 2,100,893
REES Investing activities
BARBZIHA KA Purchase of held-to-maturity and available-
EEREE for-sale financial assets (4,050,625) (1,379,336)
HERBEBEEIMAR Sale and redemption of held-to-maturity and
EHEEsREE available-for-sale financial assets 1,597,516 4,122,573
BADE #HLRE Purchase of properties, plants and equipment (218,366) (33,116)
HEME B RRE Sale of properties, plants and equipment 25,330 3,462
RIEEESMm (FE) /HAZ  Net cash (outflow)inflow from investing
HeHR activities (2,646,145) 2,713,583
BE Financing
T RREME 2K Issue of new shares under share option
scheme 3,799 2,258
X E BB E Ordinary dividends paid (470,529) (420,349)
TREEELRFS Interest paid on loan capital (66,396) (66,670)
BETHMALZIEELFE  Net cash outflow from financing activities (533,126) (484,761)
RehERREERERE Increase in cash and cash equivalents 3,262,663 4,329,715
fﬁé& FIRE&EEMR—HA—  Cashand cash equivalents at 1st January 20,968,190 20,375,662
B4
i ??EE#%E IE Effects of exchange rate changes 4,705 (650)
BeLhERBEBERNAZ  Cashand cash equivalents at 30th June 24(b) 24,235,558 24,704,727
+H&H
FELEEKEZHRLREL  Cash flows from operating activities included:
1
FEWA Interest received 2,569,880 1,799,761
M 832 Interest paid 1,901,534 875,954
BREHA Dividend income 4,144 4,955
RekERREEE 22T Analysis of the balances of cash and cash
equivalents
Re RERRTRAEREM Cash and balances with banks and other
TREEER financial institutions 1,805,439 1,467,673
BRREBER Money at call and short notice 17,199,750 21,230,721
W &S Treasury bills 1,792,742 1,340,741
FABRAE—Z=BAZE Placements with banks and other financial
HEMRITREREMS institutions with an original maturity
B#EUR between one and three months 3,437,627 665,592
24,235,558 24,704,727
F12HZF48E 2 Wi 1B The notes on pages 12 to 48 form part of the unaudited interim financial report.

FAEECA I BREL
— 15
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BASIS OF PREPARATION

The interim financial report has been prepared in accordance
with the requirements of the Rules Governing the Listing of
Securities (“Listing Rules”) on the Stock Exchange of Hong
Kong Limited, and complies fully with the module on “Interim
financial disclosure by locally incorporated authorised
institutions” under the Supervisory Policy Manual issued by
the Hong Kong Monetary Authority (“HKMA") and Hong
Kong Accounting Standard (“HKAS") 34 “Interim financial
reporting” issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA").

The interim financial report is unaudited, but has been
reviewed by the Audit Committee of the Bank. It has also
been reviewed by the Bank’s external auditors, KPMG, in
accordance with Statement of Auditing Standards 700
“Engagements to review interim financial reports”, issued
by the HKICPA. KPMG's independent unmodified review
report to the Board of Directors is included on page 64.

The preparation of an interim financial report in conformity
with HKAS 34 requires management to make judgments,
estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities, income
and expenses on a year-to-date basis. Actual results may
differ from these estimates.

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 2005 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 Hong Kong Financial Report
Standards (“HKFRSs"”), which collective term includes all
applicable individual Hong Kong Financial Reporting
Standards, HKASs, and Interpretations issued by the HKICPA,
accounting principles generally accepted in Hong Kong and
the requirements of the Hong Kong Companies Ordinance.

The financial information relating to the financial year ended
31st December, 2005 included in the interim financial report
does not constitute the Bank’s statutory accounts for that
financial year but is based on those accounts. Statutory
accounts for the year ended 31st December, 2005 are
available from the Bank’s registered office. The auditors have
expressed an unqualified opinion on those accounts in their
report dated 16th March, 2006.

This interim financial report is prepared on a basis consistent
with the accounting policies adopted in the 2005 annual
accounts.
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2.

(a)

(b)

Impact of new HKFRSs

The HKICPA has issued a number of new HKFRSs which
are generally effective for accounting periods beginning
on or after 1st January, 2006. The Group has adopted
the following HKFRSs issued up to 30th June, 2006
which are pertinent to its operations and relevant to
this interim financial report.

e HKAS 39 Amendment “The Fair Value Option”

e HKAS 39 & HKFRS 4 Amendments “Financial
Guarantee Contracts”

e HK(IFRIC)-Int 4 “Determining whether an
Arrangement contains a Lease”

There was no material impact on the basis of preparation
of the unaudited consolidated balance sheet and
consolidated profit and loss account arising from the
above-mentioned accounting standards.

Impact of issued but not yet effective HKFRSs

The Group has not applied the following new and revised
HKFRSs, which have been issued but are not yet effective,
in this interim financial report:

(i) HKAS 1 Amendment “Presentation of Financial
Statements: Capital Disclosures” (effective for
accounting period beginning on or after 1st January
2007).

(i)  HKFRS 7 “Financial Instruments: Disclosures”
(effective for accounting period beginning on or
after 1st January 2007).

HKAS 1 Amendment will affect the disclosures about
qualitative information about the Group’s objective,
policies and processes for managing capital, quantitative
data about what the Group regards as capital; and
compliance with any capital requirements and
consequences of any non-compliance.

HKFRS 7 will increase the disclosure of financial
instruments.

At the date of the interim financial report, the Group
expects that the adoption of the above pronouncements
will not have significant impact on the financial position
of the Group.

13
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DERE

(a)

XBDHE
TERNTEHEREXFR EER
FRE HEERRLAERES-

CERTEBERIBEEN S
BERBERITES

HEXBREIEEST EFRER

HxHekrhEDR BEEER
7% MR KR A 81 AR %S

ADBEWEBEATIZBERRE
STHRE MFEREREMKRE
RESETHEXRBIBNEKE
@Jo

3. SEGMENT REPORTING
(a) Business segments

Retail banking activities include acceptance of deposits,
residential mortgages, hire purchase and consumer loans.

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

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

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

Unallocated items mainly comprise the shareholders’
funds, investments in premises and property investment
and other activities which cannot be reasonably allocated
to specific business segments.

2EBA 2 At

Operating income

Profit before taxation

BZ-ZZ/F HE_TTHF BE-ZZX F HE_TTHHE

AAZtHL NAZTHIE AAZtHL NAZTHILE

~EA ~EA ~NE A N EA

Six months ended  Six months ended Six months ended  Six months ended

30th June, 2006  30th June, 2005  30th June, 2006  30th June, 2005

TERTER Retail banking 901,687 850,813 518,393 490,883
PERTES Corporate banking 261,286 217,903 187,092 151,282
HEEH Treasury 131,340 202,565 116,525 177,466
Hin %% Other 50,323 37,520 32,676 14,801
AOBEK Unallocated 160,584 35,135 123,495 691
SERWEZIESE  Inter-segment elimination (31,079) (29,115) - -
1,474,141 1,314,821 978,181 835,123




3.

4,

DERE (@)
(b) EfHTE

RSN BEEM DR B AR EEE
EEdln JREEEREER
BEEARZARITATAELT

3. SEGMENT REPORTING (Continued)
(b) Geographical segments
The information concerning geographical segments has
been classified by the geographical location of the
principal operations of the subsidiaries, or in the case of

Elpak the Bank itself, of the geographical location of the
branch responsible for reporting the results or booking
the assets.

=ELON B 5% A1 A
Operating income Profit before taxation
BE-ZERF BHE_TTLHF BE-TERF BE_TTIE
AA=t+ALE  RA=tHLE RA=+HLE RA=THLE
~MEA ~EA ~fEA ~EA
Six months ended  Six months ended Six months ended  Six months ended
30th June, 2006  30th June, 2005  30th June, 2006  30th June, 2005

i Hong Kong 1,264,578 1,224,104 804,386 781,258

B Macau 195,281 154,729 127,549 102,783

Hity Other 90,781 61,158 46,246 22,735

BREWSESE  Intersegment elimination (76,499) (125,170) - (71,653)

1,474,141 1,314,821 978,181 835,123
=E v 4. OPERATING PROFIT

(a) FEUWKA

(a) Interest income

BEZ-2FRE HE_ZTT0LHF
AB=+BLE SA=THIE
~EA ~E A

Six months ended Six months ended
30th June, 2006  30th June, 2005

EHREZFIBHA

FEMBEZHMERA

HiaF 8 WA

(b) FEXH

MEXHBREEEEARFBE
#66,396,0007T (ZEERF B K

66,670,0007T) °

Interest income on

listed investments 109,813 9,851

Interest income on
unlisted investments 366,799 246,814
Other interest income 2,290,355 1,417,425
2,766,967 1,674,090

(b) Interest expenses
The amount included interest expenses on loan capital
of HK$66,396,000 (2005: HK$66,670,000).

15
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ERERN ()
() BEEBERARRUAFEHEZAR
BRZEMBTRAZFFERA

OPERATING PROFIT (Continued)

(c) Net interest income on financial instruments held
for trading and measured at fair value through
profit or loss

BEZ2-ETXF BE-_TTLF
RA=Z+HLE RSA=fHLE
~MEA ~NE A

Six months ended Six months ended
30th June, 2006  30th June, 2005

BEEMABE
BEEMEAG
NRVFEESARR EBEE

NRFEESABREZERBAE

(ER)
(restated)
Trading assets 18 77
Trading liabilities (86) (208)
Financial assets measured at fair
value through profit or loss 118,625 127,388
Financial liabilities measured at
fair value through profit or
loss (56,281) (34,085)
Trading financial derivatives
interest income 48,470 26,600
Trading financial derivatives
interest expenses (18,265) (49,967)
92,481 69,805




4.

gXaA (&)
(d) RfEEKA

4. OPERATING PROFIT (Continued)
(d) Other operating income

~EA

Six months ended

BE-ZEEXE HE_TTRE
ANA=Zt+HLE

AA=THILE
~NEA

Six months ended

30th June, 2006  30th June, 2005
(%)
(restated)
RBERAE Fees and commissions
ERRekRBEE Credit commission and fees 51,462 59,863
EHEREREE Credit card related fees 39,486 32,066
EBRESREE Trade related fees 41,226 39,053
RREHKAE Insurance commission 27,274 28,941
BREEERKE Stockbroking fees 50,081 27,917
HEHtlRBERAS KA Other fees and commission
income 100,542 89,504
HREERBE TN Less: Fees and commission
paid (18,476) (18,803)
291,595 258,541
IMNEE B s Gains arising from dealing
in foreign currencies 73,063 55,340
HEEE a8 = Gains on other dealing activities 1,250 380
EEfApSMIAZEE Net realised and unrealised
BRRERFEH profits on trading financial
instruments 151,608 52,766
NAFEEFABRZE Net realised and unrealised
MITAZEERRRE (losses)/profits on financial
BE(B8) /%A instruments measured at
fair value through profit or loss (77,957) 56,118
AHEE FRIEETR Dividend income from listed
BEZBREMA and unlisted available-for-
sale investments 3,827 4,646
EERABRLMREZRE Dividend income from listed
WA trading investments 216 -
Hith Others 10,362 10,015
453,964 437,806
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ERERN ()

(e)

(a)

(b)

EELH

EET N BEITEE39,346,0007T
(ZZTHF:78%38,011,0007T) &
& B #2EhET 8137 /5 %6,182,0007T
(ZZT R 78%1,203,0007T) c =
TERF ¥ FEZRBRETE
7 % 4,527,0007T ©

ERREYERHEFHEEE
EZEF
HEERRERKREMEZARER
i A8 59,696,000 (ZEERHF:
75 #10,838,0007T ) °

HEFBEZIRMARTHREESH
BEZFR

OPERATING PROFIT (Continued)

(e)

(a)

(b)

Operating expenses

Operating expenses included depreciation and Employee
Incentive Plan (“EIP") expenses amounting to
HK$39,346,000 (2005: HK$38,011,000) and
HK$6,182,000 (2005: HK$1,203,000) respectively.
During the first half of 2005, share option expenses
amounted to HK$4,527,000.

Gains on revaluation of investment properties and
disposal of tangible fixed assets

The amount included an unrealised gain on revaluation
of investment properties of HK$9,696,000 (2005:
HK$10,838,000).

Losses on disposal of held-to-maturity and
available-for-sale financial assets

BEZ-EEXE HE-_TTHF
AA=t+HLE  SAE=tHIE
~MEA ~NE A

Six months ended Six months ended
30th June, 2006  30th June, 2005

BEREELRERZFER

HEHHEE EREEY
g

Net revaluation losses
transferred from investment

revaluation reserves - (5,872)
Loss on disposal of available-

for-sale financial assets - (835)

- (6,707)




6.

(a) BEEEDEZFHEF/ (BE)D
?DH@%%/ATZWE;MM 655,000

T (ZZETRF:#%1,097,0007T) °

6. (a) Share of net profits/(losses) in associated companies is
stated net of taxation on profits of associated companies
amounting to HK$1,655,000 (2005: HK$1,097,000).

(b) HE (b) Taxation
REERZFEBREANZHIER: Taxation in the unaudited consolidated profit and loss
account represents:

BE-BZRE HE_ZTTIF
AA=+BLE ANA=tHIE
~EA ~EA
Six months ended Six months ended
30th June, 2006  30th June, 2005

BANGRER Provision for Hong Kong
profits tax 137,830 114,936
MR IE Overseas taxation 20,787 10,183
EIETIE Deferred taxation 1,393 8,395
160,010 133,514
BB MFHE Ty 1% B A & AR T 4 A IR The provision for Hong Kong profits tax is based on an

BOAREESZ THEE (CEEE
FEHZ TR HEHHE
B EE AR SRR
BT E -

BKPHRE
ATREFER-_ZTRFRA=TAZ
REMKE RS WARPNT Y HRE
o 51 B o

estimate of the assessable profits for the period at 17.5%
(2005: 17.5%). Overseas taxation is provided at the
appropriate current rates of taxation ruling in the
countries in which the relevant units of the Group

operate.

7. INTERIM DIVIDEND DECLARED

The following dividend was declared by the Board of Directors
after 30th June, 2006 and has not been provided for in the

interim financial report.

BEZ2-ETXRF BE-_TZTLF

AB=Z+BLE SA=THIE

~EA ~NEA

Six months ended Six months ended

30th June, 2006  30th June, 2005
12294,120,500 (=& Z F 4 : 293,980,500) Interim dividend declared of
RETE RERPHRESRAENAZIL HK$0.82 (2005: HK$0.70)
(ZEZRE BELA) per share on 294,120,500

(2005: 293,980,500) shares 241,179 205,786
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BREF
FRERBFDREEZ ST F A
ZtHHEANEABRRES 2RFEE
817,423,000 (ZEZTHF: B K
700,628,0007T) A% HfE B 1T 2
HNHE F 15 $294,060,500 ( — T T H F:
293,933,483) I L@ E -

EARNINGS PER SHARE

The calculation of basic earnings per share is based on profit
attributable to the shareholders for the six months ended 30th
June, 2006 of HK$817,423,000 (2005: HK$700,628,000)
and on the weighted average number of 294,060,500 (2005:
293,933,483) ordinary shares in issue during the period.

R—A—BZB#ETEBK
EfTERBREITE

At 8 SREARA 2 ERRANET
e

SREBRFDBREEZE ST F A
ZtHHEANEABRRES 2RFEE
817,423,000 (ZEZTHF: F K
700,628,0007T) R A% HfE B 1T 2
AN F 15 $296,603,565 ( — T T 1 F:
294,783,949) IR LB AT E Wt FT B &
E#SRF 2B TEFRAE

—EEXREF —“ZTHF
AA=t+H ANA=TH
30th June, 2006  30th June, 2005
BRE%—Tz BREE-—TZ
K& R A
Number of shares  Number of shares

of HK$1.00 each

of HK$1.00 each

Issued ordinary shares at

Tst January 294,020,500 293,910,500
Effect of share option exercised 40,000 22,983
Weighted average number of

ordinary shares used in

calculating basic earnings

per share 294,060,500 293,933,483

The calculation of diluted earnings per share is based on
profit attributable to the shareholders for the six
months ended 30th June, 2006 of HK$817,423,000 (2005:
HK$700,628,000) and on the weighted average number of
296,603,565 (2005: 294,783,949) ordinary shares in issue
during the period after adjustment of all dilutive potential

shares.

RIETEBREREN 2 BB M EF
B

WRRITE 2 RIER &

WRATE 2 BB REE 2

RIE HSRBBRN 2 BHRAMET
i

o A
~A=tH ~NA=TH
30th June, 2006  30th June, 2005
BhEE—TTz BREE—TZ
D& B A

Number of shares
of HK$1.00 each

Number of shares
of HK$1.00 each

Weighted average number
of ordinary shares used in
calculating basic earnings

per share 294,060,500 293,933,483
Deemed exercise of share

option scheme 519,939 365,145
Deemed exercise of EIP 2,023,126 485,321
Weighted average number of

ordinary shares used in

calculating diluted earnings

per share 296,603,565 294,783,949




10.

ReREHES 9. CASH AND SHORT-TERM FUNDS
—EEXREF —TTRF
AA=tH +-A=+—-H
30th June, 2006 31st December, 2005
BehGHETREREME BEEL R Cash and balances with
(Bf5¥20) banks and other financial
institutions (Note 20) 1,957,659 1,781,679
AR T A (BT EE20) Money at call and short
notice (Note 20) 17,513,053 16,998,025
B &S (M 5E20) Treasury bills (Note 20) 1,916,548 1,274,094
21,387,260 20,053,798
ERREFRFEZEME dPRIEK All treasury bills are held-to-maturity, issued by central
FRERRBITEL WAFE LT 2ES government and central banks and are unlisted.
EERREE 10. TRADING ASSETS
—2BRF —TTHF
AB=1H +-A=+—"H
30th June, 2006 31st December, 2005
BRES: Debt securities:
AELET Listed in Hong Kong 553 299
i) Unlisted - 1,413
553 1,712
AELTRERE Equity securities listed
in Hong Kong 38,682 74,380
BEERREHFER Total trading securities 39,235 76,092
HEBEERRNESMIACZEAYEE Positive fair values of derivative
financial instruments held
for trading 990,909 835,172
1,030,144 911,264
BEERBRFRHGHFOT: Trading securities analysed by counterparty are as follows:
—EEXREF —TERF
AA=tH +-A=+—H
30th June, 2006 31st December, 2005
BITHAE Issued by:
RBT R RRTT Central government and
central banks 455 201
RITRIZE R EH A & B Banks and other financial
institutions 7,280 42,036
= Corporate entities 31,39 33,757
NEHE Public sector 104 98
39,235 76,092
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DA FEERABRECEMEE

11. FINANCIAL ASSETS MEASURED AT FAIR VALUE
THROUGH PROFIT OR LOSS

—EERE —ETARE
AB=1H +-A=+—H
30th June, 2006 31st December, 2005

EfE:
A& EH
Ao
E i

MATBERABR SMEERHHT
mT:

Debt securities:

Listed in Hong Kong - 93,506
Listed outside Hong Kong 1,049,069 1,230,053
Unlisted 4,712,021 4,600,865

5,761,090 5,924,424

Financial assets measured at fair value through profit or loss
analysed by counterparty are as follows:

—ERAF ~TTR%

AB=tH +-A=+—H
30th June, 2006 31st December, 2005

BITHIE:
RTTRERE MBS

IS S
NEWRE

EFZE%&E@EEEH%HE%

(a) EFZEMREMBKECHEHE

EE

Issued by:
Banks and other

financial institutions 2,693,504 2,886,507
Corporate entities 2,575,199 2,527,422
Public sector 492,387 510,495

5,761,090 5,924,424

12. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS
LESS IMPAIRMENT ALLOWANCES
(a) Advances to customers and other accounts less

BN
BiEEF B2 BRI EE

RFEHRZE

=
i

WEER

A

RPEFFE (f95E20)

BTREREMSBBEZER
(F5£20)
JE&HH B R AR

FESHREITESRIAZIE
AFEE

impairment allowances
—EEXREF —TERF
RA=TH TZA=t—*H
30th June, 2006 31st December, 2005
Advances to customers 56,070,964 54,401,834
Individual impairment
allowances for impaired
loans and advances (94,363) (119,720)
Collective impairment allowances
for loans and advances (185,843) (207,842)
Net advances to customers
(Note 20) 55,790,758 54,074,272
Advances to banks and other
financial institutions (Note 20) 63,293 79,191
Accrued interest and other
accounts 1,346,492 1,310,822
Positive fair values of derivative
financial instruments held
for hedging 13,318 8,598
57,213,861 55,472,883



12. EFE 2 E¥X
&)
(b) BITEZEZEFERDH

REERZITERNREZSTER
ZRABE DB RAR BRI EEE-

h N At BRI B R BRORLE 2

12. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS
LESS IMPAIRMENT ALLOWANCES (Continued)

(b) Advances to customers analysed by industry sectors

The information concerning advances to customers by

industry sectors has been classified according to the

usage of the advances and is stated gross of any

impairment allowances.

—2BREF —TTHF
ANA=tH +-A=+—"H
30th June, 2006 31st December, 2005
EEBERAZER Advances for use in Hong Kong
IxBEReR Industrial, commercial
and financial
-MEER — Property development 605,698 652,264
—-MERE — Property investment 9,553,758 9,628,817
— KR — Financial concerns 1,098,958 508,747
-BELL — Stockbrokers 323,666 307,150
—HBETEX — Wholesale and retail
trade 814,580 835,833
—BlE¥ — Manufacturing 1,477,612 1,460,996
—EHRBERRE ~ Transport and transport
equipment 2,849,835 2,827,696
-REBBLER — Share financing 242,688 256,776
—HAf ~ Other 2,805,288 2,899,347
fEA Individuals
-BEIREEEE] [RAKE — Advances for the
SEREHEIREEEL purchase of flats
BEEIBF2ER in Home Ownership
Scheme, Private
Sector Participation
Scheme and Tenants
Purchase Scheme 1,541,724 1,500,857
- BEHEMAEMELER — Advances for the
purchase of other
residential properties 14,556,096 13,917,497
—EA%ER — Credit card advances 299,215 385,932
—HAf ~ Other 3,078,247 3,523,120
39,247,365 38,705,032
ESRE Trade finance 3,128,696 3,057,178
EEBUIMERAZER Advances for use outside
Hong Kong
— B R - Mainland China 8,070,685 7,801,900
— R - Macau 5,609,529 4,817,591
—Hf — Other 14,689 20,133
13,694,903 12,639,624
56,070,964 54,401,834
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(c)

24

BEZEF A5
BEZEPEREENEKRAR
B 888 2 FrnEE B ERIRE =
AT

12. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS
LESS IMPAIRMENT ALLOWANCES (Continued)
(c) Impaired advances to customers

The gross impaired advances to customers and individual
impairment allowances made after taking into account
the discounted value of future recoverable amounts in
respect of such advances are as follows:

—EEXREF —“ZTHF
RA=TH +=-A=+—H
30th June, 2006 31st December, 2005

BEZEFPENERE

HEFERBEZAN N

B B BB 2 6

RZETRE+-_A=+—BR=
ZERNEAA=TH FEEETR
TREREMEBEE 2 FERL
ERBERREER

Gross impaired advances

to customers 482,504 560,065
Gross impaired advances

to customers as a

percentage of total

advances to customers 0.86% 1.03%
Individual impairment
allowances 94,363 119,720

There were no individual impairment allowances made
on advances to banks and other financial institutions
on 30th June, 2006 and 31st December, 2005.



13. BEZRHARTHEECECREE 13. HELD-TO-MATURITY AND AVAILABLE-FOR-SALE
FINANCIAL ASSETS

—BBRF —TTHF
~A=1H +-B=+—H
30th June, 2006 31st December, 2005

BEREHAZERES: Held-to-maturity debt securities:
AE L™ Listed in Hong Kong 84,405 85,348
isE) i) Listed outside Hong Kong 261,213 202,232
345,618 287,580
FEM Unlisted 9,509,513 9,838,934
9,855,131 10,126,514
e 2 EBER: Available-for-sale debt securities:
AE LW (M5EE) Listed in Hong Kong
(at market value) - 12,467
g e (M5 EE) Listed outside Hong Kong
(at market value) 5,435,307 2,782,418
FEM Unlisted 2,932,397 2,879,968
8,367,704 5,674,853
AHEE 2 RE: Available-for-sale equity securities:
AE LM (MHEE) Listed in Hong Kong
(at market value) 29,882 1,856
FEM Unlisted 110,035 106,207
139,917 108,063
18,362,752 15,909,430
REZRIHB EMEBERLMSER Market value of listed held-
to-maturity debt securities 341,710 288,331
HERIMBZELITRERES 2 ATE Fair value of unlisted held-
(] to-maturity debt securities 9,279,950 9,757,850
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13.

14.
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REZHHARTHHE SHEE
(%)
BEZEMARTHEESRAEI XS
HFHFMT:

13. HELD-TO-MATURITY AND AVAILABLE-FOR-SALE

FINANCIAL ASSETS (Continued)

Held-to-maturity and available-for-sale financial assets

analysed by counterparty are as follows:

—EEXREF “TTHE
RA=TH TZA=t—H
30th June, 2006 31st December, 2005
BITHAE Issued by:

R K R RAT Central government and
central banks 7,347 7,764

BOREREMSpE Banks and other financial
institutions 16,275,365 13,564,685
% Corporate entities 1,742,751 1,996,214
NEWRE Public sector 337,289 340,767
18,362,752 15,909,430

BAZIMACHAGESEDEARIRE
FREBEE ] (9 -

Held-to-maturity treasury bills are classified as “Cash and

short-term funds” (Note 9).

e 14. GOODWILL
BE-_ZTZXE BE-_ZTHF
ANB=+HLE +-A=+—HIt
~MEA FE
Six months ended Year ended
30th June, 2006 31st December, 2005
DN Cost
—A—H At 1st January 848,592 909,733
B e s 8 2 ) 354 A Addition through
acquisition of subsidiary - 879
R AR DR RS Opening balance
adjustment to eliminate
accumulated amortisation - (62,020)
NA=TH/+-B=+—8H At 30th June/31st December 848,592 848,592
R BELREBE Accumulated amortisation
and impairment loss
—A—H At 1st January 1,170 62,020
RZZETRF-A—BEKAFHE Eliminated against cost
at 1st January, 2005 - (62,020)
MR/ FNRERR Impairment loss for the
period/year - 1,170
NA=+H/+=ZB=+—H At 30th June/31st December 1,170 1,170
ANR=tTH/T-A=+—HE@EFE Net book value as at
30th June/31st December 847,422 847,422



15.

16.

17.

18.

BEFZBER

15.

DEPOSITS FROM CUSTOMERS

—EEXREF —“ZTHF
AB=1H +-A=+—"H
30th June, 2006 31st December, 2005

ERERRERRR

BEER
RRERRBAER

ERITZERRE

16.

Demand deposits and

current accounts 8,341,538 8,309,633
Savings deposits 12,225,280 11,578,904
Time, call and notice deposits 71,493,465 65,784,915

92,060,283 85,673,452

CERTIFICATES OF DEPOSIT ISSUED

—BERF —TTHF
~A=1H +-B=+—H
30th June, 2006 31st December, 2005

EHTHERE (BEKK)

EEAAFEESARSZERTE
EREZER

A5 I8
i
3
A
i

N
\mr H

53
=
A
S
i
W

17.

18.

Certificates of deposit issued

(at amortised cost) 2,542,500 1,902,640
Structured certificates of deposit

issued designated as fair

value through profit or loss 1,599,705 1,921,699
4,142,205 3,824,339

TRADING LIABILITIES
Trading liabilities represent negative fair values of derivative
financial instruments held for trading.

OTHER ACCOUNTS AND PROVISIONS

—BBRF —TTHF
AA=t+H +-A=+—H
30th June, 2006 31st December, 2005

BABBEFZEMNRE

REHHREITESRIAL
BRYVEE

H A e R R A B

Amount payable for purchase of

debt securities 30,000 -
Negative fair values of derivative

financial instruments held for

hedging 5,716 13,047

Other payable and interest
payable 1,177,278 1,190,483
1,212,994 1,203,530
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19.

20.
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BEEXR

EHEHBE2,524,145,0007T (325,000,000
) (ZETRF:%%2,519,888,000
T ZIEEER BRERARITE-ENZ
2 & [ft B B % 2 §lWing Hang Financial
Holdings (BVI) Limited * 1N = F % = F 13
TFB525% * W EARREARRNIELE
T RSRITEG M RN A BB AR 3B 7%
ERFINER ST L2 EE T RN ZFT
BB -ZEZEBER_T—=F1+A+
B 28

19. LOAN CAPITAL

Loan capital with face value of HK$2,524,145,000
(US$325,000,000) (2005: HK$2,519,888,000) represents
5.25% subordinated notes qualifying as tier 2 capital which
were issued during 2003 by Wing Hang Financial Holdings
(BVI) Limited, a single purpose wholly owned finance
subsidiary of the Bank. The Bank unconditionally and
irrevocably guarantees all amounts payable under the notes
which are listed on the Singapore Exchange Trading Limited.
The notes will mature on 10th October, 2013.

HR DM 20. MATURITY PROFILE
“EEREXRAZTH
30th June, 2006
—&A @A -F
NEE UEE AEZE
=f@A - nE
—f@A  3months 1 year 5 years
HBER GUT or less or less orless  EEME
Repayable ~ Tmonth  butover  butover  butover After EBHH At
on demand orless  1month 3 months 1 year Syears  Undated Total
EE Assets
-BERENBTRERLML - Cash and balances with banks and other
SREBLER () financial institutions (Note 9) 1,957,659 - - - - - - 1,957,659
-BAREHER (W) ~ Money at call and short notice (Note 9) - 17,513,053 - - - - - 17,513,053
-BRES (W) ~ Treasury bills (Note 9) - 3794 946,354 26,400 - - - 1,916,548
-ERGERRTRERERE ~ Placements with banks and other financial
REERE(-ET2F institutions maturing between one and
AREH) twelve months - - 3,905,200 99,994 - - - 4,005,194
-BHERCHRAEER ~ Trade bills less impairment allowances 53380 311,071 355031 8,391 - - 508 728,381
-EERBEE - Trading assets - 455 - 49 49 - 1029591 1,030,144
-NATEEEABE 2R ~ Financial assets measured at fair value
BE through profit or loss - - 450,389 469,885 3,913,080 927,736 - 5761,090
~REZERBRRRELR — Advances to customers less impairment
(M3E120) allowances (Note 12(a)) 2,230,380 3,133,164 4551506 7,252,186 16,431,135 22,092,724 99,663 55,790,758
-RORERAMEREEL — Advances to banks and other financial
B3 (FEE120) institutions (Note 12(a)) - - - 31,646 31,647 - - 63,293
-BEZIBARTEEES - Held-to-maturity and available-for-sale
BEE financial assets - 3,000 28357 1162210 16,038,974 990204 139917 18,362,752
-EhEE - Other asses 17460 956542 104579 61,605 114,497 - 3043264 4,297,947
BEE Total assets 4258879 22,861,079 10,341,416 9,112,366 36,529,382 24,010,754 4,312,943 111,426,819
-1 Liabilities
-BOREREMEBER - Deposits and balances of banks and
B other financial institutions 268,768 555032 335140 271,998 116570 - - 1,547,508
-RPZER ~ Deposits from customers 20514992 55567923 12523532 2720995 732,84 - - 92,060,283
-BEIZERE ~ Certificates of deposit issued - 204471 1087946 877,010 1,972,778 - - 4,142,205
-ERAERERE ~Trading liabltes - - - - - - 99%7 92997
-REEX - Loan capital - - - - - 2524145 - 254,145
-Eth&aE - Other liabilities - 970,905 62,634 375415 58,510 - 50,678 1,518,142
#afE Total liabilities 20,783,760 57,298,331 14,009,252  4,245418 2,880,699 2,524,145 980,645 102,722,250
BE/(BE)FEE Net assets / (liabiliies) gap (16524,881) (34437,252) (3,667,836) 4,866,948 33,648,683 21486609 3332298 8,704,569




21.

. SR D (4

20. MATURITY PROFILE (Continued)

ZERRETZAZT-H

31st December, 2005

—&A =fEA -F
IEE IEE AEZE
=f@A -F nE
—f@A  3months 1 year 5 years
HEER GUT or less or less orless  EEME
Repayable ~ Tmonth  butover  butover  butover After  E3HH aif
on demand o less Tmonth 3 months 1 year 5 years Undated Total
EE Assets
-ReRERBOREREM - Cash and balances with banks and other
SREBLER () financial institutions (Note 9) 1,781,679 - - - - - - 1781679
—Liﬂ&ﬁqu( (Hiz9) ~ Money at call and short notice (Note 9) - 16,998,025 - - - - - 16,998,025
~BFEH (M) ~ Treasury bills (Note 9) - 1074883 199211 - - - - 1,2740%
-ERGERRTRERERE ~ Placements with banks and other financial
REERE(-ET2F institutions maturing between one and
AREIE) twelve months - - 2,559,271 98,109 - - - 2,657,380
-BSEREHRREER ~ Trade bils less impaiment allowances 59356 283050 291217 6,813 - - 11939 652375
-BERBEE - Trading assets - 300 1412 - 90955 911264
-NATEEEABE 2R - Financial assets measured at fair value
EE through profit or loss - - 155331 1139979 39915 637862 - 594424
~BPZERBRBAEER ~ Advances to customers less impairment
(M3E120) allowances (Note 12(a)) 2412503 3244921 3951024 6,777,178 16,612,653 20,941,046 134947 54074272
-RORERELEREEL — Advances to banks and other financial
3 (M6 institutions (Note 12(a)) 208 - - 31593 4739 - - 79191
-RFERIMARAMLHES ~ Held-to-maturity and available-for-sale
BEE financial assets - - 13,939 682,115 14,015,122 1,090,191 108,063 15,909,430
-EtEE - Other assets 12,435 921,303 88,051 57,945 134,619 - 2846129 4,060,482
wEE Totel asets 4266181 2252182 7256044 870403 34802448 2669099 4010630 104322616
ff Liabilities
-BOREREMEBER - Deposits and balances of banks and
B other financial institutions 186926 615900 390732 432,567 76,901 - - 1,703,026
-RPZER ~ Deposits from customers 19830717 48583380 14785225 1644926 829204 - - 85673452
-BEOZFRE ~ Certificates of deposit issued - 9215 1448126 684,067 1,262,931 - - 3824339
-EERRER ~Trading lbiltes . . . . . S5 865982
-fEEER - Loan capital - - - - - 2519888 - 2519888
-Eth&aE - Other liabilities - 732,897 233,517 298,044 83,774 - 49666 1,397,898
#afE Total liabilities 20,017,643 50,361,392 16,857,600 3,059,604 2,252,810 2,519,888 915,628 95,984,565
BE/(BF)3ER Net assets / (liabilities) gap (15,751,462) (27,839.210) (9,599,556) 5,734,428 32,549,638 20,149,211  3,095002 8,338,051
g 2 21. SHARE CAPITAL
“BERE —TTRF
~B=1+H +-A=+—H
30th June, 2006  31st December, 2005
A Authorised:
450,000,000 (= ZZ R & : 450,000,000) A% 450,000,000 (2005: 450,000,000)
TRREREE—T ordinary shares of HK$1.00 each 450,000 450,000
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21. BRA& (&) 21. SHARE CAPITAL (Continued)
BE_ZEXE BHE-_ZTHEF
AA=t+HLE FZA=T—HIE
~MEA FE
Six months ended Year ended
30th June, 2006  31st December, 2005
BURA: lssued and fully paid:
—HA—A At 1st January 294,021 293,911
RERREEI BT 2RI Shares issued under share option
scheme 100 110
294,120,500 (= Z Z R F : 294,020,500) % 294,120,500 (2005: 294,020,500)
LRERGRELE—T ordinary shares of HK$1.00 each 294,121 294,021

(a) RKEE
RZZEXNF F¥F RERRE
21377 2 17 £100,0008% - E1 e
753,799,000 (BE—STRF 1
ZR=+—HI%FE:110,0008% &
#4,010,0007T)  E A % 100,0007T
(Bz—ZZRF&+-_A=+—HL1t
FE A 110,0007T) B AR AR
R BABE 63,609,000 (BIE=F
ERF+-_A=+—HIFE B
3,900,0007T) Bl A B A S B AR A
RZEBEERFNA= ‘T'EUKHEZ

(a) Share Option Scheme

During the first half of 2006, options were exercised to
subscribe for 100,000 (year ended 31st December, 2005:
110,000) ordinary shares in the Bank at a consideration
of HK$3,799,000 (year ended 31st December, 2005:
HK$4,010,000) of which HK$100,000 (year ended 31st
December, 2005: HK$110,000) was credited to share
capital and the balance of HK$3,699,000 (year ended
31st December, 2005: HK$3,900,000) was credited to
the share premium account. At 30th June, 2006, the

outstanding options are:

IMAHX*EF? A %= ZZD T .

—EERE —TTRF
AB=1H +ZA=+—H
30th June, 2006 31st December, 2005
BEYRRERSH REE Rk 4= ERgnE 4=
Date of options granted Option price Number of shares Number of shares

BT

HK$
10/03/2001 23.60 190,000 190,000
15/03/2002 26.30 150,000 170,000
14/01/2003 25.80 60,000 80,000
14/03/2003 26.50 130,000 130,000
21/05/2004 43.80 350,000 390,000
14/01/2005 51.25 220,000 220,000
28/01/2005 50.25 85,000 105,000
1,185,000 1,285,000
BHERBRERANKETEE-BEL The options granted under the Scheme will be
EETHEFAITE exercisable between the first and the tenth anniversaries

30

of the date of grant.



21. BR& (#8)
(b) ESEM:E
R-ZEERFANA=TH EERB
AERTTEZRERBNT:

21. SHARE CAPITAL (Continued)

(b)

Employee Incentive Plan
At 30th June, 2006, the outstanding awards under the
EIP are:

“EBEAF —FT0F
~AA=tH +=ZA=+—H
30th June, 2006  31st December, 2005

BERBTRAZATEE

KT®RERH IRE Fair value of awards at the ihguk &= Rin#E
Date of awards granted Exercise Price date of grant Number of shares Number of shares
BT BT
HK$ HK$
21/05/2004 1.00 21,186,000 495,000 495,000
23/01/2006 1.00 87,672,000 1,560,000 -
2,055,000 495,000

RERRLBHMEAFENBFER
TBRF BATZAALER.

B

R B NBEE
REBHELBE
R B \BE
R BHENBE
R B T BE

NMEZEREEBUINRENRE
WEEI T ARG 2B BE REX
HHE B D BT

The awards can be vested between the sixth to the
tenth anniversaries after the date of grant with the
following percentage of award vesting.

RELFMZBDW

Percentage

Date of award vesting
Sixth anniversary of the date of grant 5%
Seventh anniversary of the date of grant 10%
Eighth anniversary of the date of grant 15%
Ninth anniversary of the date of grant 20%
Tenth anniversary of the date of grant 50%

If the Board determines to select the cash option when
shares vest, which is available under the plan, no new
shares will be issued on the date of vesting.
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22. f#E 22. RESERVES
BE-2EAERAZTHLERMEA
Six months ended 30th June, 2006
/i
Elhih kg RAEM
Bank  EfEE BE RHER
REEEE EXEE —REE  pemises Ivestment  Captal  Unappro-
Share  Capifal  General revaluation revaluation redemption priated CHI
plemium  resene  reserve  fesene  rfeseve  resene profits Total
“Z55%-A-H At 15t January, 2006 359929 215909 2,090415 281,236 14,146 769 5,059,515 8,021,919
phERE Exchange adjustments - - M7 - - - - 7
REZRBHEZTZH  Sharesissued under share option
i scheme 3,699 - - - - - - 3,699
[EEREHE ZRAEE  Shares premium under EP 6,182 - - - - - - 6,182
BABRERHEZERA  Unrealised gains on revaluation of
EHELBEEZRE  avalable-forsale financial assets
Rlia after deferred tax charge - - - - 8 - - 8
Efﬂﬁﬁﬂtﬂiﬁfﬁﬂﬁl Unrealised gains on revaluation of
bank premises - - - 100 - - - 100
@H ABZEIEHE  Deferred tax charged to revaluation
reserve - - - (2,645) - - - (2,645)
ERRE Dividends paid - - - - - - (470,529) (470,529)
BRAAEFAFARE  Profit attributable to shareholders
LI of the Bank for the period - - - - - - 1748 817423
ZEEAERASTHE  At30th June, 2006 369810 215909 2,090,862 289,601 14,229 769 5,406,409 8,387,589
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22. % (#) 22.

RESERVES (Continued)

BE-TTRFI-ATt-ALER
Year ended 31st December, 2005

it
EfifR RE RIRE
Bank  EftEfE & BBER
EREE -REE  pemises Ivestment  Capitdl  Unappro-
Capital ~ General  revaluation  revaluation  redemption priated CHI
leServe  reSeve  Tesenve  Teserve  Teserve profits Total

REEER

Share

premium

“ETRE-A-H At Tst January, 2005 347,034

hERE Exchange adjustments -

REZRBHEZTZH  Sharesissued under share option

i scheme 3900
AREE ZIRAEE  Shares premium under share option

scheme 6,588

[EEREHE ZRAEE  Shares premium under EP 2407

B ARRREZEMRET  Unrealised losses on revaluation of
HHESHEEZAE  avalable-forsale financial assets
REE after deferred tax credit -
HMETHEESHEER  Losses on revaluation of
ENBRBEZELER  available-forsale financial assets
transferred to profit and loss account

215909 2091174 269039 27372 769 4336946 7288243
- (759) - - - - (759)

- - - - - -3
- - - - - - 68

- - - - - Y

- - - (20,650) -

(20,650)

- - - 7424 - - 7424
- - 9,297 - - - 9,297

_ - 200 - - - 290
_ _ ] - - (626149) (626,149)

- - - - - 1348718 1348718

on disposal -
ER-RTTIEZRERY Unrealised gains on revaluation of
i bank premises -
EEREEZETRE  Defered tax credited to revaluation
feserve -
EikRE Dividends paid -
ERAARFRFIRE  Profit attributable to shareholders
L of the Bank for the year -
“ETREFTZA=1—H At31st December, 2005 359,929

215909 2090415 281,236 14,146 769 5059515 8,021,919

AEER-_TTRENA=ZTHZAHE
7O BIEREE HEA%374,867,0007T (=
TR F B 336,176,0007T) * HEEE A
REBSTEDFE39% [T A —ER
RatE | (A SR ERIE3955]) ez
MEEBEETERAEL Y ZRE-EF
BHEELAEASHERERET AIMELD
fic o

The Group's unappropriated profits as at 30th June, 2006
included HK$374,867,000 (2005: HK$336,176,000) as the
regulatory reserve arising from the differences between the
impairment allowances made under HKAS 39 “Financial
instruments: Recognition and measurement” (“HKAS 39")
and for regulatory purposes. The distribution of the regulatory
reserve is subject to consultation with the HKMA.
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23. EEABRUIZEREE
(a) HABBREE

IREHRAEOBEEERTA
TEERARKEER %Rmf13
& EREAE-NESEIER
M& HARBEIREM & P& KR A
B Rz B ﬁﬁﬁ#ﬁ%fﬁ%&

AERHEERH TS

(= ﬂi%ﬁ/bg]lTﬁ%%*XZ/m@
BeBER-UTAEEIAEE KA
BRERBERZAOTSEME:

23. OFF-BALANCE SHEET EXPOSURES

(a)

Contingent liabilities and commitments

Contingent liabilities and commitments are credit-related
instruments which include acceptances, letters of credit,
guarantees and commitments to extend credit. The
contractual amounts represent the amounts at risk
should the contract be fully drawn upon and the client
default. Since a significant portion of guarantees and
commitments is expected to expire without being drawn
upon, the total of the contractual amounts is not
representative of future liquidity requirements. The
following is a summary of the contractual amounts of
each significant class of contingent liabilities and
commitments:

EREEER
RABRZARER

BRI IREH

Hip e
FHRPER

(b) 7T£TE

TETAREMBAH EEERT
Sk —BRZEERNEENIE

BMTE

M%iﬂl EXEﬁEI&$ﬁ

TTHEINE FEEBREEN

ﬁZﬁ%ﬁﬁ%&%%ﬁ%ﬁ%ic

%ﬁlﬂz%%iﬁEﬁg

%%0
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(b)

—EERE “TERF
~A=1H +-B=+—H
30th June, 2006 31st December, 2005
Direct credit substitutes 1,052,223 848,908
Transaction-related
contingencies 142,070 105,582
Trade-related
contingencies 1,701,760 1,482,947
Other commitments 10,996,339 10,540,815
Forward forward
deposits placed 2,528,310 2,000,600
16,420,702 14,978,852
Derivatives

Derivatives refer to financial contracts whose value
depends on the value of one or more underlying assets
or indices.

Derivative financial instruments arise from forward, swap
and option transactions undertaken by the Group and
the Bank in the foreign exchange, interest rate and
equity markets.

The notional amounts of these instruments indicate the
volume of transactions outstanding at the balance sheet
date; they do not represent amounts at risk.



23. BERBERUICEABEE (&)
(b) PTEITA (#)
L‘XT%iE@TEIEEK%ﬁBUZ%

23. OFF-BALANCE SHEET EXPOSURES (Continued)
(b) Derivatives (Continued)
The following table is a summary of the notional

EoH amounts of each significant type of derivatives:
—EERF “ZTHE
AA=tH TZA=+—H

30th June, 2006 31st December, 2005

RS H

Exchange rate contracts

EHEH—EERR Forwards - trading 30,175,506 6,866,513
BABE—EERS Option purchased —
trading 2,543,704 242,524
HHEE—EERR Option written —
trading 2,557,943 242,524
EXREHNBE Total exchange rate
contracts 35,277,153 7,351,561
FEEL Interest rate contracts
HHEHN—EERE TR Swaps - trading -
receiving fixed rate 55,530,240 79,759,074
HHEHN—BERE TR Swaps - trading -
paying fixed rate 56,047,792 83,558,435
HHSHN—HHAE—TR Swaps — hedging -
paying fixed rate 481,529 535,485
MEREHBE Total interest rate
contracts 112,059,561 163,852,994
B &4 Equity contracts
BALR—EERS Option purchased -
trading 19,301 -
BLHE—EERE Option written —
trading 59,038 76,210
Bins B Total equity contracts 78,339 76,210
147,415,053 171,280,765

BEERGBEEANTREFEEERS

The trading transactions include positions arising from

KEAUERERHMEAEN SR the execution of trade orders from customers or
THE&- transactions undertaken to hedge these positions.
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23. BERBERUICEABEE (&)
(b) PTEITA (#)

(c)

36

FIBEEBERANZERREEZ
BERARGEERRMESENT
ELPBI R REBFRLT L

2/ 488

%

23. OFF-BALANCE SHEET EXPOSURES (Continued)
(b) Derivatives (Continued)

The replacement costs and credit risk weighted amounts
of the above off-balance sheet exposures are as follows.
These amounts do not take into account of the effects
of bilateral netting arrangements.

—EERE “TTRF
~A=tH +-ZR=+—8H
30th June, 2006 31st December, 2005
EERR EER R
ML MESHE
EERAN Credit risk BEEMA Credit risk
Replacement weighted Replacement weighted
cost amount cost amount
SAERS REE  Contingent liabilities
and commitments N/A 2,307,536 N/A 1,954,688
ERAH Exchange rate contracts 62,009 118,175 59,494 41,391
F=EL Interest rate contracts 941,762 282,195 783,180 259,614
a4 Equity contracts 454 - 1,004 -
1,004,225 2,707,906 843,768 2,255,693
BEAE (c) Capital commitments

RZEERAF+-_A=+—HBRkZ=
SERNFNAZTHABEME #
Wk Ko 3% 8 1 3 R 7E BRI R 1B R
ZERAENT

Capital commitments for acquisition of property, plant
and equipment outstanding at 30th June, 2006 and
31st December, 2005 not provided for in the accounts
are as follows:

—BBRF —TTHF
~A=1H +-B=+—H
30th June, 2006 31st December, 2005

ERAERBIAHNZIAX

ERARRRIT AN ZAX

Expenditure authorised

and contracted for 3,397 121,438
Expenditure authorised

but not contracted for - -

3,397 121,438



24, ARERGEEERERMEE

(a) EXEFEREEXZHZFRE

24. NOTE TO THE UNAUDITED CONSOLIDATED CASH FLOW

STATEMENT

(a) Reconciliation of operating profit to net cash inflow

RAERE from operating activities
“EEAF “TERA
~A=1H ~NA=1H
30th June, 2006 30th June, 2005
EE R Operating profit 955,182 836,508
& (Mitde) Depreciation (Note 4(e)) 39,346 38,011
& B B =T BIpCA (P T 4e) EIP cost (Note 4(e)) 6,182 1,203
R EET B A (P FE4e) Share option scheme cost (Note 4(e)) - 4,527
YREEEARF S (M Eab) Interest paid on loan capital (Note 4(b)) 66,396 66,670
EAFEH Profits tax paid (61,381) (46,695)
RAHR A=A L2 BT Decrease in treasury bills with original
BEHR D maturity of three months or more 389,895 354,217
FRRBRA=EATII LTS Decrease in placements with banks and other
FRERTRAERE M RKE financial institutions with original maturity of
HIBH D three months or more 291,663 816,405
BHEED AR BEERE Increase in trade bills less impairment
allowances (76,007) (95,675)
BHRERD Decrease in certificates of deposit held - 30,000
BEERBEELEMN Increase in trading assets (118,880) (47,008)
NATFBEFSABR EREE Decrease in financial assets measured
m at fair value through profit or loss 163,334 194,481
RPEFRREMRBEERBAE Increase in advances to customers and other
LM accounts less impairment allowances (1,740,978) (2,434,629)
BIREREMEREELER (Decrease)/increase in deposits and balances
() /& of banks and other financial institutions (250,984) 688,436
REZHEHEN Increase in deposits from customers 6,386,831 1,944,230
BRETERELEN/ (RD) Increase/(decrease) in certificates of
deposit issued 317,866 (652,666)
BEERGEREEM Increase in trading liabilities 64,005 11,983
HiiRIa R EEEm Increase in other accounts and
provision 9,464 390,895
EERHRACHLFE Net cash inflow from operating
activities 6,441,934 2,100,893
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2. RRERGERERERME (8)
(b) BAEFRGEEERBRNH K

24. NOTE TO THE UNAUDITED CONSOLIDATED CASH FLOW

STATEMENT (Continued)

(b) Reconciliation with the unaudited consolidated

balance sheet

—EERE “TTRF
~A=tH NA=1H
30th June, 2006 30th June, 2005
RekEHEe Cash and short-term funds 21,387,260 24,285,000
EHERBRTRERE M SR Placements with banks and other financial
BYE(CETZEARZE) institutions maturing between one and
twelve months 4,005,194 849,903
RARERIRREERERALZ Amount shown in the unaudited
&8 consolidated balance sheet 25,392,454 25,134,903
B RABRAE=EAIN L2 Less: Amount with an original maturity
g of three months or more (1,004,676) (373,422)
ABERCHITREREMD Deposits and balances of banks and
SRBEZER other financial institutions that are
repayable on demand (152,220) (56,754)
RABERGERENERALZ Cash and cash equivalents in the
BekERREER unaudited consolidated cash flow statement 24,235,558 24,704,727
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25. MATERIAL RELATED PARTIES TRANSACTIONS
(a) Substantial shareholder

During the first half of 2006, transactions with The
Bank of New York Company Inc. (“BNY"), a substantial
shareholder of the Bank, or its subsidiaries were entered
into by the Group in the ordinary course of business
and on normal commercial terms. The income and
expense for the period, average on-balance sheet
outstanding for the period and on-balance sheet
outstanding at the balance sheet date are:

() WARZH (i) Income and expense
BE-ZEXRE BE_TZTRHF
AA=tAHLE NA=THLE
~MEA ~EA
Six months ended Six months ended
30th June, 2006 30th June, 2005
B KA Interest income 3,354 1,099
FEXH Interest expense 624 295

(i) EEBERAIFHER

(i)  Average on-balance sheet outstanding

BE-2%A BE-2TR
AA=THL +ZA=+—-R1
~EAR 5E

Six months ended Year ended

30th June, 2006  31st December, 2005

RekEHES
RITFAEREMEERBE L FR

(i) BEREBERAZEERER

Cash and short-term funds 186,058 110,776
Deposits and balances of banks
and other financial institutions 43,127 22,254

(i) On-balance sheet outstanding at the balance sheet

date
ZEZXE “ZTTREF
AB=tH +=ZA=+—H
30th June, 2006  31st December, 2005
BehEHEs Cash and short-term funds 42,736 62,379
RIIRAEREMEREE 2 TN Deposits and balances of banks
and other financial institutions 75,682 46,539
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(a)

(b)

(c)

FERE (&)

vy RZZEZE-_FNATNA K
TEEEAOBTEERE —
ERERS BELEBERS
RITEREBBEFCRHZ
SR RS

“EERFLH¥F ABIEL
HUEGE 47,0007 (ZEE R
F B 47,0007T) RIS B - A ER
AEEFEDRERZEHBALY
ke

DERERESHEA
R=hAREFENA=1+8 KETHE
BB ZANTHREZWE A AKX
SHEHERBRAERAQR ([KER
B l) EERRHRBRER AR ([#H
Rk ]) 22 EH B R B IRRRR
B (BE)ARLRA ([HERR])
BRE-BEEAN-BBHLEEES
NIERREBEEKERBRABR
SE 2 BT IE-#RHERER AKX
BRBRZETERE (HZAFBET
BAEDZ=TH-N_TTHFH
AZTHA HEBEHNELERMW
FH-_ZETERF—A—HEZZZ
NET-A=t—HEILBEHT
A ABANERIRAIRL - WEER]
EIRE A A ETWE RIRTERE
E/EDEMET - BEZTTAF
NAZTRENER KERRN T
2R IRM &R 2,577,000 (Z 22 R
2 #£2,031,0007T) EEE Mo

B&iq
REBEFHE N2 REREE
62,000,000 (—EE R E: B K
62,000,0007T) W EAE I 50 B RER
“ETN\FEE-

25. MATERIAL RELATED PARTIES TRANSACTIONS (Continued)
(a) Substantial shareholder (Continued)

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

In the first half of 2006, the Bank received from
BNY a total service fee of HK$47,000 (2005:
HK$47,000) and will continue to receive further
service fees on an annual basis during the term of
the Delegation Agreement.

(b) Minority interest holder

On 30th June, 1995, Wing Hang Zurich Insurance
Company Limited (“WHZ Insurance”), a 65 percent
owned subsidiary of the Bank, entered into a
Management Agreement with Swiss Insurance
Management (Hong Kong) Limited (" Swiss Insurance”),
a wholly owned subsidiary of Zurich Insurance Limited
("Zurich Insurance”) pursuant to which Swiss Insurance
has been appointed as manager of WHZ Insurance in
connection with the conduct by WHZ Insurance of its
insurance business. Zurich Insurance is a substantial
shareholder of WHZ Insurance holding 35 percent of
WHZ Insurance’s issued share capital. On 25th May,
2005, the Management Agreement was extended for
two years from 1st January, 2005 to 31st December,
2006 but can be terminated by either party with six
months’ notice. The revised management fee will be
based on a fixed fee plus a certain percentage of gross
written premiums received. For the six months ended
30th June, 2006, WHZ Insurance paid to Swiss Insurance
an amount of HK$2,577,000 (2005: HK$2,031,000),
being the contractual management fees payable.

(c) Associated company

The Group maintains an unsecured and interest-free
loan of HK$62,000,000 (2005: HK$62,000,000) to an
associated company which is repayable in 2008.
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(d) TEBFTEAE
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25. MATERIAL RELATED PARTIES TRANSACTIONS (Continued)
(d) Key management personnel

During the period, the Group entered into a number of
transactions with the Group’s key management
personnel and their close family members and companies
controlled or significantly influenced by them. All interest
rates of the transactions are in the ordinary course of
business and under terms and conditions normally
applicable to customers of comparable standing. The
interest income, interest expense and emoluments for
the period, average on-balance sheet outstanding for
the period and on-balance sheet outstanding at the
balance sheet date are as follows:

() WARXZH () Income and expense
BEZBEAXE BHE_ZTHEF
AA=1+HL ANA=ZtHIE
~EA ~NE A
Six months ended Six months ended
30th June, 2006 30th June, 2005
IS ON Interest income 14,355 10,431
FE Interest expense 17,880 7,614

(iy BERBERAZFHHR

(i)  Average on-balance sheet outstanding

BZ_ETRE BE_ZZRF
AB=+HL +ZA=+—HLt
~MEA FE

Six months ended Year ended
30th June, 2006 31st December, 2005

KFZER Advances to customers 540,708 654,791

BEPZER Deposits from customers 893,697 782,131

(i) EEBBERAZEERER (i) On-balance sheet outstanding at the balance sheet
date

—2EAE —2Tas

RA=TH +=-A=+—H

30th June, 2006 31st December, 2005

KFZER Advances to customers 535,073 659,624

BEPZER Deposits from customers 862,178 776,434

R-TTXRFLHF HERE
A ERE TREALZFIRIE
HEMREERER (ZFTTH
)

During the first half of 2006, no allowance for
impairment losses has been made in respect of the
above advances to related parties (2005: Nil).
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25. MATERIAL RELATED PARTIES TRANSACTIONS (Continued)
(d) Key management personnel (Continued)
(iv) Emoluments
Remuneration for key management personnel,
including amounts paid to the Bank’s directors as

follows:

BEZ-ZEAX EF BE_TTHF
AA=Z1+H N )E] _‘I' =1
A H N E A
Six months ended Six months ended
30th June, 2006 30th June, 2005
KEESREF Short-term employee benefits 16,742 14,260
EREN Post-employment benefits 816 750
F& 17 52 B & 7 Equity compensation benefits 4,514 3,906
22,072 18,916

B B B 28 26. MANAGEMENT OF RISKS

AEECHEHR B RRE UEER
SEMEAZ 2 TRBERR AEEAE
%I Akkfi/wn&gﬁﬁpﬂ%uu LARS
A ETE ERRIEFEERR TBES
Rbe miGRER &ERRE Eﬁ:ﬂm@.
BHR BFRBENCESSHLET
JEEeAE YTHERREERMECE
BenkELZEeREEREEREE S
EEHMER IR AP ZBESETE
HREZEBYBRE URRZEBR LR
FreeiSbABYt-

The Group has established policies, procedures and limits to
manage various types of risk that the Group is exposed to.
Risk management processes and management information
systems are in place to identify, measure, monitor and control
credit risk, liquidity risk, market risk, operational risk etc. The
risk management policies, procedures and limits are approved
by the Board of Directors or its designated committees, and
are monitored and reviewed regularly by relevant risk
management committees, such as the Credit Committee
and the Asset and Liability Management Committee
("ALMCQ"). Internal auditors perform regular audits and
independent checking to ensure compliance with the policies
and procedures.
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26. MANAGEMENT OF RISKS (Continued)
(a) Credit risk management

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

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

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

policy.

(i) Corporate credit risk
The corporate credit exposures are diversified
among corporates, middle market borrowers and
SMEs. The large corporate exposures are generally
concentrated among highly rated customers. The
principal means of managing credit risk is the credit
approval process. The Group has policies and
procedures to evaluate the potential credit risk of a
particular counterparty or transaction and to
approve the transaction. For corporate clients, the
Group has a detailed credit review system that is
applied to each counterparty on a regular basis.
The Group also has limits for exposure to individual
industries and for borrowers and groups of
borrowers, regardless of whether the exposure is
in the form of loans or non-funded exposures. The
Group also has a review process that ensures the
proper level of review and approval depending on
the size of the facility and risk grading of the credit.
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26. MANAGEMENT OF RISKS (Continued)
(a) Credit risk management (Continued)

(i)

(ii)

(iif)

Corporate credit risk (Continued)

The Group undertakes ongoing credit review and
monitoring at various levels. The credit policies
promote early detection of counterparty, industry
or product exposures that require special attentions.
The Credit Committee oversees the overall portfolio
risk as well as individual problem loans and potential
problem loans on a regular basis.

Retail credit risk

The Group’s retail credit policy and approval process
are designed based on the characteristics of the
retail banking products: small value but high
volume, and relatively homogeneous transactions.
Monitoring the credit risk of retail exposures is based
primarily on statistical analyses and portfolio review
with respect to different products and types of
customers. The Group reviews and revises the
product terms and customer profiles on a continual
basis according to the performance of respective
portfolios and the market practices.

Credit-related commitments

The risks involved in credit-related commitments
and contingencies are essentially the same as the
credit risk involved in extending loan facilities to
customers. These transactions are, therefore, subject
to the same credit application, portfolio
maintenance and collateral requirements as for
customers applying for loans.

Concentrations of credit risk

Concentration of credit risk exists when changes in
geographic, economic or industry factors similarly
affect groups of counterparties whose aggregate
credit exposure is material in relation to the Group’s
total exposures. The Group’s portfolio is diversified
along geographic, industry and product sectors in
accordance with the established limits approved by
the relevant risk committees.

Analysis of credit risk concentration by economic
sector of respective financial assets is disclosed in
note 10 to 13.
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26. MANAGEMENT OF RISKS (Continued)
(b) Liquidity risk management

(c)

Liquidity risk is the risk of inability to fund an increase in
assets or meet obligations as they fall due. The Group
has established liquidity management policies for
ensuring adequate liquidity is maintained at all times.
The Group maintained an average liquidity ratio of
50.8% for the first half of 2006, which is well above
the statutory requirement of 25%.

Liquidity is managed day-to-day by the treasury under
the direction of ALMCO. ALMCO, which comprises
personnel from senior management, treasury function,
risk management, financial management and other
business areas that could affect liquidity risk, is
responsible for overseeing the liquidity risk management,
in particular implementation of appropriate liquidity
policies and procedures, identifying, measuring and
monitoring liquidity risk, and control over the liquidity
risk management process. The Board of Directors
approves the liquidity risk strategy and policies,
maintaining continued awareness of the overall liquidity
risk profile, and ensuring liquidity risk is adequately
managed and controlled by senior management within
the established risk management framework.

To cater for funding requirements during ordinary course
of business, sufficient liquid assets are held and also
access to the interbank market is maintained. In addition,
adequate standby facilities are maintained in order to
meet any unexpected and material cash outflow. The
Group also performs regular stress tests on its liquidity
position to ensure adequate liquidity is maintained at all
times. The detail of the analysis on the Group’s material
assets and liabilities into relevant maturity groupings
based on the remaining period at balance sheet date to
the contractual maturity date are set out in the note
20.

Market risk management

Market risk is the risk arising from the movements in
market prices of on- and off- balance sheet positions in
interest rates, foreign exchange rates as well as equity
and commodity prices and the resulting change in the
profit/loss or reserve of the Group.

The Group is exposed to market risk on position taken
or financial instrument held or taken such as foreign
exchange contracts, interest rate contracts, fixed income
and equity securities and derivatives instruments.
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26. MANAGEMENT OF RISKS (Continued)
(c) Market risk management (Continued)

The Board of Directors reviews and approves the policies
for the management of market risks and trading
authorities. ALMCO has been delegated the responsibility
of controlling and monitoring market risk including
regular review of the risk exposures and the risk
management framework such as the established limits
and stop-losses. The limits are set by ALMCO and
reviewed on a periodic basis with reference to market
conditions, with any material changes requiring a review
by the Board of Directors. It is the Bank's policy that no
limit should be exceeded. Middle Office has been
delegated the duties of intra-day monitoring and
ensuring compliance with the policy and limits.

The Group adopts a prudent approach in managing the
portfolio of trading instruments. It reduces excessive
market risk by offsetting trading transactions or hedging
the open positions by executing derivative contracts with
other market counterparties. Trading of interest rate
and foreign exchange derivative contracts forms an
integral part of the Group’s trading activities, which are
primarily for squaring the trading positions or covering
the customer driven positions.

The Group uses Price Value Basis Point (“PVBP") to
monitor and limit its interest rate risk exposure. PVBP is
a technique involving the calculation the change in
present value of a financial instrument or a portfolio of
instruments due to a change in one basis point of interest
rates. It also provides a quick tool to evaluate the impact
on profit and loss due to a basis point movement in
interest rates.

(i) Interest rate risk

The Group’s interest rate exposures arise from
lending, deposit taking as well as treasury activities.
Interest rate risk primarily results from the timing
differences in the repricing of interest-bearing assets,
liabilities and commitments, which may apply to
both banking book and trading book. It also relates
to positions from non-interest bearing liabilities
including shareholders’ funds and current accounts,
as well as from certain fixed rate loans and liabilities.
The Group’s interest rate risk is monitored by the
ALMCO within limits approved by the Board,
including interest rate gap limit, product limit and
PVBP limit. The Group also uses interest rate swaps
and other derivatives to manage interest rate risk.
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26. MANAGEMENT OF RISKS (Continued)
(c) Market risk management (Continued)

(i)

Interest rate risk (Continued)

Structural interest rate risk arises primarily from the
deployment of non-interest bearing liabilities,
including shareholders’ funds and current accounts,
as well as from certain fixed rate loans and liabilities.
Structural interest rate risk is monitored by ALMCO.

(i) Currency risk

The Group’s foreign exchange positions, which arise
from foreign exchange dealing, commercial banking
operations and structural foreign currency exposures
arising from capital investment in subsidiaries and
branches outside Hong Kong, mainly in US dollar,
Macau Patacas and Renminbi, are managed by
ALMCO. All foreign exchange positions are
managed by the ALMCO within limits approved by
the Board of Directors.

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

—BAE “ERRE
~A=1H +-A=1+—-8
30th June, 2006 31st December, 2005
e =H e A&t
(BEREZEET)  (n millions of HKS equivalent) uss$ Total Us$ Total
REEE Spot assets 33,183 55,760 31,689 51,672
REaE Spot liabilities (32,823) (55,507) (32,431) (52,130)
BHEA Forward purchases 15,634 17,398 5,396 7,871
EHE Forward sales (15,604) (17,023) (3,257) (5,783)
REFE Net long positions 390 628 1,397 1,630
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26. MANAGEMENT OF RISKS (Continued)

(c)

ZEERERAZTA
30th June, 2006

Market risk management (Continued)
(i)  Currency risk (Continued)

“EERET-A=t+-H
31st December, 2005

(BSKEEET)  (nmilions of HKS
equivalent)
EREEETE Net structural positions
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Patacas  Renminbi Us$ Total Patacas  Renminbi Us$ Total
318 194 32 833 204 192 317 713
(d) Operational risk management

Operational risk is defined as the risk of loss resulting
from inadequate or failed internal processes, people
and systems or from external events.

The Group’s risk management framework is established
to control risks at both corporate and departmental
levels. The underlying management principle is built upon
a long-standing culture of high integrity and risk
awareness fostered by senior executives of the Group.

The framework consists of governing policies with
control measures to ascertain absolute compliance by
all operating units. These measures are directed,
controlled and held to account by operation
management committees chaired by senior executives.
Regular reviews are performed by the committees to
ensure proper functioning of internal controls and to
identify improvement opportunities.

Furthermore, independent reviews are conducted by the
Group’s Internal Audit Division to measure the
effectiveness of the Group’s system of internal controls.
This division reports to the Audit Committee to ensure
the framework is managed with high standards of
probity.

27. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform
to the current period’s presentation. The Group has reclassified
and grouped the net interest expenses arising from trading
financial derivatives for the first half of 2005 amounting to
HK$23,367,000 from “Other operating income” to “Net
interest income on financial instruments held for trading

and measured at fair value through profit or loss”

in the

unaudited consolidated profit and loss account under HKAS
32 “Financial instruments: Disclosure and presentation” and
HKAS 39.
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(LUBBF L3R AX 5Btk (Expressed in thousands of Hong Kong dollars unless otherwise stated in the text)

() EXZERRBESHER
() BEXZEHE

(a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS
(i) Capital adequacy ratio

—BBRF —TTHF
~A=1H +-B=+—H
30th June, 2006 31st December, 2005

BLER
BRBHR & BB
B B B
i
Hit
e

At EZ M mER
NEERGRE

EfAHHEEEREECRER
it 7

EFERRESER BB
e

EEMRE

EHRERRCAFEER

R C EAER BT

BALEMBE MBEAR

HRECEARERBE

RIGEE Y AKX

HEkZEARRICE

Core capital
Paid up ordinary share capital 294,121 294,021
Share premium 369,810 359,929
Reserves 6,461,054 5,838,021
Others 489,013 623,129
Less: Goodwill (847,422) (847,422)

6,766,576 6,267,678

Eligible supplementary capital

Reserves on revaluation of

properties 190,993 190,993
Unrealised gains on revaluation

of available-for-sale financial

assets 3,214 5,699
Collective impairment

allowances for advances to

customers and trade bills 186,172 208,498
Regulatory reserve 374,867 336,176
Eligible value of term

subordinated debt

instruments 2,524,145 2,519,888

3,279,391 3,261,254

Total capital base before

deductions 10,045,967 9,528,932
Deductions from total capital
base (405,324) (405,324)

Total capital base after

deductions 9,640,643 9,123,608
Unadjusted capital adequacy

ratio 15.0% 14.9%
Adjusted capital adequacy ratio 15.1% 14.9%
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() EXRERRBESLLR (&)
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(i)

(i)

(a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS (Continued)

EXZEHE(E) (i) Capital adequacy ratio (Continued)
RCHB 2 EARFT R ERARIT The unadjusted capital adequacy ratio is computed on
KB MY B 2 BR IR B BRI a consolidated basis covering the Bank and certain of
ME=REEREER ([2% its financial subsidiaries as specified by the Hong Kong
B)) REBEMERZREEENE- Monetary Authority (“HKMA") for its regulatory
HBEEARELEZFE BRIEE supervision purposes, and is in accordance with the
CERBHCEEHREFMAEH Third Schedule to the Hong Kong Banking Ordinance.
(SRR ERTEER] 2% The adjusted capital adequacy ratio incorporating market
VEAAELEE BTG RR FTIR risk is computed on the same consolidated basis, and is
BZEAEERREHABZELRR in accordance with the module on “Maintenance of
Rt EER adequate capital against market risks” under Supervisory

Policy Manual issued by the HKMA.

FERBE L E (i) Average liquidity ratio

BEZ-2FRE HE_ZTT0LF
AA=tHLE SNA=fHLIt
~MEA ~EA
Six months ended Six months ended
30th June, 2006  30th June, 2005
THORBERLE Average liquidity ratio 50.8% 49.8%

AEATHRBASLEDREE
AT I R 3 80 b b 2
S ERHBREREENT BA
HERRIB AR T

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



(b) ZHHBL,B2EFERNEBHERS (b) ADVANCES TO CUSTOMERS AND OVERDUE ADVANCES

#r ANALYSED BY GEOGRAPHICAL AREA
IR N BER R HEF 2 I The geographical information has been classified by the
EERBRRERRZ —KRME £ s geographical location of the counterparties after taking into
RTIAEBRRER:  BEEEREREESY account any risk transfer. In general, such transfer of risk
ERGUFHEM 2 — R 2 EE takes place if the claims are guaranteed by a party in a
MEBTHREERITZEINDTT MR geographical location which is different from that of the
TZERERVIFENTIHF2ME counterparty or if the claims are on an overseas branch of a
Ho bank whose head office is located in another geographical

location.
“BERF “TTRE
~A=tH +TZA=1t—H
30th June, 2006 31st December, 2005

BE=EA AE={EA
RPEN KEZER RPER KEZER
Total Overdue advances Total Overdue advances
advances to for over three advances to for over three
customers months customers months
6 Hong Kong 47,054,622 256,096 46,779,933 263,429
R Macau 5,692,046 49,320 5,012,975 50,982
B A3t Mainland China 1,075,732 3,463 990,269 3,510
=4 Others 2,248,564 7,958 1,618,657 3,530
56,070,964 316837 54,401,834 321,451
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(0 BEREEERBCEE
() BHAREEEFHZEFEH

OVERDUE AND RESCHEDULED ASSETS
(i) Overdue and rescheduled advances to customers

ZEERE —ETRHEF
RA=ZTH +-A=+-H
30th June, 2006 31st December, 2005
HERRE HERRE
A ZEDH
2% % of total Gk % of total
Amount advances Amount advances
SR LA Gross advances to customers
BT which have been overdue for
—=f@BLAEZE  -6monthsorless but over 3
~EA months 56,294 0.10 84,313 0.15
~ANEAMULEZE -1 yearor less but over 6
—4 months 60,542 0.11 65,648 0.12
-—FH5E — Over 1 year 200,001 0.36 171,490 0.32
316,837 0.57 321,451 0.59
BHEMEZRYE  Secured balances 256,442 265,815
EMEZRHE  Unsecured balances 60,395 55,636
316,837 321,451
BEMEZZHE  Market values of collateral held
AmmiE with respect to secured balance 329,519 329,492
(ERINRER Individual impairment allowances 54,279 51,608
BETERHMIE  Rescheduled advances 38,524 0.07 145,084 0.27
FEX

%:%§£¢+_ﬂ:+—5&:
/\fﬁ/\ﬂ —I_E $E.j§%§ﬁ
H%&ﬁ@iﬂ%%Zmﬁ$:E
ﬁﬂ%:ﬁﬂutﬁiﬁﬁﬁﬂz

N

There were no advances overdue for over 3 months
and rescheduled advances to banks and other financial
institutions on 30th June, 2006 and 31st December,
2005.

/\O
BEMBHEE (i) Other overdue assets
—2BRF —TTHF
AA=+H +-A=1+—H
30th June, 2006 31st December, 2005
ERHCESER Trade bills which have been

— =R EZEREA
- ANERAEE—5F
——F)E

overdue for
- 6 months or less but over

3 months 4,926 3,529
— 1 year or less but over 6

months 1,295 -
— QOver 1 year 406 547

6,627 4,076



d) KEEE

(e)

(d) REPOSSESSED ASSETS

—EEXREF —“ZTHF
AB=1H +-A=+—"H
30th June, 2006 31st December, 2005

HEAEPERCWEEE

BiREE
BRERENDRIZHT 2ME I
EEREBERRAZ—RME & ME
RTATEBBRR: FRERERERYT
IXFEFAEM 2 — R S EE
ZBITHRRRERITZBINTT MR
TZRERERUIIFRNRXZH T ZHE
Hh o

(e)

Repossessed assets obtained
as securities for advances to
customers 99,470 86,314

CROSS-BORDER CLAIMS

The information concerning cross-border claims has been

classified by the geographical location of the counterparties

after taking into account any risk transfer. In general, such

transfer of risk takes place if the claims are guaranteed by a

party in a geographical location which is different from that

of the counterparty or if the claims are on an overseas
branch of a bank whose head office is located in another
geographical location.

ZZBRERA=TH

30th June, 2006
BIRER
Hithe s
Banks and NERE
other finandial Public sector Hib A
institutions entities Others Total
4 Macau 1,554,028 - 5,786,435 7,340,463
B A Mainland China 1,905,600 80,286 571,617 2,557,503
Hip AR Other Asia Pacific 6,568,247 - 1,051,411 7,619,658
% United States 1,625,581 295,665 1,952,528 3,873,774
EEERILERR  Other North and South
American countries 2,248,538 - 1,232,669 3,481,207
SENSED) Middle East and Africa 9,747 - 3,066 12,813
= Germany 6,601,218 - 98,725 6,699,943
® United Kingdom 5,145,187 - 332,648 5,477,835
HiBUME R Other European countries 16,118,581 - 1,067,427 17,186,008
41,776,727 375,951 12,096,526 54,249,204

53



REER 2B AMBEER Unaudited Supplementary Financial Information

(e)

(f)
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BIRERE (&) () CROSS-BORDER CLAIMS (Continued)
“EERETZA=T—H
31st December, 2005
BITRER
Hiv e mkE
Banks and NElE
other finandial Public sector =i A
institutions entities Others Total
R Macau 1,069,529 - 5,051,067 6,120,596
B A Mainland China 1,655,235 136,698 504,354 2,296,287
Eh KR Other Asia Pacific 5,770,376 - 1,067,643 6,838,019
ES United States 957,664 300,635 2,098,564 3,356,863
E@ERILERR  Other North and South
American countries 1,222,935 - 400,289 1,623,224
SENSED) Middle East and Africa 3,721 - 3216 6,937
1= Germany 8,064,807 - 13,280 8,078,087
5 United Kingdom 4,865,660 - 204,425 5,070,085
HABOMBE R Other European countries 13,101,460 - 957,342 14,058,802
36,711,387 437,333 10,300,180 47.443,900

EXER
AEENBRECERFHEEMNER KK
BEBNEKERE VEIEENER
TR ERBNRIE FafiFEPERE &
EEE_ZSERERA=THARELER
FTRHEA15.1%  BRET Z8%HIEE
;jzo

ARSRITIRZ AP AR 8 B e 2R 3 B
BR-MBARERAMEERBERE
B EUAETELEERBORTER
REMER - REMBARTETAEE
BREEEMFEMHENERBRK.

(f) CAPITAL MANAGEMENT

The Group’s policy is to maintain a strong capital base to
support the development of the Group’s business and to
meet the statutory capital adequacy ratio. As disclosed in
note (a) above, the Group’s adjusted capital adequacy ratio
of 15.1% as at 30th June, 2006 is well above the statutory
minimum ratio of 8%.

Capital is allocated to the various activities of the Bank
depending on the risk taken by each business division. Where
the subsidiaries are directly requlated by other regulators,
they are required to maintain minimum capital according to
those regulators’ rules. Certain financial subsidiaries, as
specified by the HKMA, are subject to the HKMA's capital
requirements for its regulatory supervision purposes.
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T

o

4 Name

INTERIM DIVIDEND

The Directors are pleased to declare an interim dividend of
HK$0.82 per share, to be paid on Monday, 18th September,
2006 to shareholders whose names are on the Register of
Members on 7th September, 2006.

CLOSING OF REGISTER OF MEMBERS

The Register of Members of the Bank will be closed from Monday,
4th September, 2006 to Thursday, 7th September, 2006 both
days inclusive, during which period no transfer of shares can be
registered. In order to qualify for the above dividend, all transfers
accompanied by the relevant share certificates must be lodged
with the Bank’s Registrars, Computershare Hong Kong Investor
Services Limited, Shops 1712-1716, 17/F, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong, for registration not
later than 4:00 p.m. on Friday, 1st September, 2006.

SUBSTANTIAL SHAREHOLDERS' INTERESTS

As at 30th June, 2006, save as mentioned under the section
headed “Directors’ and Chief Executive’s Interests”, the Substantial
Shareholders of the Bank according to the Register of Substantial
Shareholders’ Interests and Short Positions in the shares and
underlying shares of the Bank kept under Section 336 of the
Securities and Futures Ordinance (“SFO") were as follows:

FT 3 B% 2 Number of shares

Aberdeen Asset Management Asia Limited

Aberdeen Asset Management Plc and its associates

BNY International Financing Corporation
The Bank of New York (B 41 %738 17)

The Bank of New York Company, Inc. (EE A #R1TEE)

Federal Trust Company Limited
Tessel Inc.

Wing Hang Bank (Nominees) Limited (7k F §
YKF Holding Corporation

Po Ding Company Limited ((R E BR 2 &)
GZ Trust Corporation

(1) Aberdeen Asset Management Asia Limited & Aberdeen
Asset Management Plc.2 2 & i B2 A

(2)  BNY International Financing Corporation/ 3 Bl 4t £
RITHZ2ENB AR - ERAORITAERMAIR
AEEZ2EWB A A

(3)  Federal Trust Company LimitedsZ Tessel Inc.}z YKF
Holding Corporationf] % st A e sk FRTT (RIBA) B
BR. 72 & = YKF Holding Corporation# F 13 2 & 5845
BAe

@) REBMB DA AGZTrust Corporation2 BB 2 2~
o

() 2BROBRAFE BEREE BEEEE [
EERRAREMALRAERZZEAC

3

(3&5
RIT(REBA) BERRF) (3&5

(

(

(

(1) 22,815,000
(1) 23,536,000
(2) 59,350,000
(2) 59,350,000
(2) 59,350,000
& 5) 34,737,600
) 10,639,200
) 23,378,400
3 & 5) 24,098,400
4 & 5) 24,156,000
4 & 5) 24,156,000

(1) Aberdeen Asset Management Asia Limited is a wholly owned subsidiary of
Aberdeen Asset Management Plc.

(2)  BNY International Financing Corporation is a wholly owned subsidiary of
The Bank of New York. The Bank of New York is a wholly owned subsidiary
of The Bank of New York Company, Inc.

(3)  Federal Trust Company Limited is the trustee for Tessel Inc. and YKF Holding
Corporation. Wing Hang Bank (Nominees) Limited is the registered holder
of certain shares on behalf of YKF Holding Corporation.

(4)  Po Ding Company Limited is wholly owned by GZ Trust Corporation.

(5)  All shares are held through the corporations in which Messrs Patrick Y B
Fung, Michael Y S Fung and Louis C W Ho's spouse together with other
parties are eligible beneficiaries.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS (Continued)
Pursuant to a shareholders’ agreement dated 22nd August, 1996,
BNY International Financing Corporation, Messrs Patrick Y B Fung
and Michael Y S Fung, Po Ding Company Limited, YKF Holding
Corporation and Majestic Investment Company Limited agree to
retain joint control over an aggregate of 37.5% of the share
capital of the Bank. According to Part XV of the SFO, the parties
are, therefore, each deemed to be interested in 110,295,188
shares of the Bank.

All the interests stated above represent long positions. As at 30th
June, 2006, no short positions were recorded in the Register of
Substantial Shareholders’ Interests and Short Positions required
to be kept under Section 336 of the SFO.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS

As at 30th June, 2006, the Directors’ and Chief Executive’s Interests
according to the Register of Directors’ and Chief Executive’s
Interests and Short Positions in the shares, underlying shares of
equity derivatives and debentures of the Bank and its associated

= (KREHFRIEGAIEXVEH 2ER) corporations (within the meaning of Part XV of the SFO) kept
T under Section 352 of the SFO were as follows:
T3 A% 20 No. of shares

fEA RE AR RE Hith &t
i Name Personal Family Option Award Other Total
5 S0, Patrick Y B Fung 2,982,000 - 230,000 650,000 - (1,2&4) 3,862,000
TRE Frank J Wang - - 180,000 395,000 - (1&2) 575,000
R Michael Y S Fung 3,000,000 60,000 180,000 325,000 - (1,2&4) 3,565,000
&R Louis C W Ho 204,000 100,000 100,000 10,000 - (1&2) 414,000
ZHE Simon K Y Lee - - - - 1,531,500 (3) 1,531,500
xR Ambrose H C Lau 71,500 - - - - 71,500
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DIRECTORS" AND CHIEF EXECUTIVE’S INTERESTS (Continued)

Notes:

EEERABBE-NN=ZFRANAR-Z2=F ©)
MA-+ABGz RRENE RTEERITR
ABRLRE THEREENT I RMGE:

The Board approved the granting of certain share options to Directors and
Executives of the Bank, pursuant to the Share Option Scheme adopted on
9th June, 1993 and 24th April, 2003, and the following Directors have
accepted the following options:

BETRREZRNOEA T AHH RIEE

i Name No. of shares in options Date granted Option price
BT

HK$

5 E 3 Patrick Y B Fung 50,000 10/03/2001 23.60
40,000 15/03/2002 26.30

40,000 14/03/2003 26.50

50,000 21/05/2004 43.80

50,000 14/01/2005 51.25

TRE Frank J Wang 40,000 10/03/2001 23.60
30,000 15/03/2002 26.30

30,000 14/03/2003 26.50

40,000 21/05/2004 43.80

40,000 14/01/2005 51.25

HiEE Michael Y S Fung 40,000 10/03/2001 23.60
30,000 15/03/2002 26.30

30,000 14/03/2003 26.50

40,000 21/05/2004 43.80

40,000 14/01/2005 51.25

&5 & Louis C W Ho 30,000 15/03/2002 26.30
30,000 14/03/2003 26.50

40,000 14/01/2005 51.25

RIEBBETER T 2RBE AIRRTRHZE
—BEEETBEHETE.

EFERARBE_TTNFONA -+ -HBBZE @)
BRMHI HETEERTRABRE THERL
BT HIEE:

The options granted under the Scheme will be exercisable between the
first and the tenth anniversaries of the date of grant.

The Board approved the granting of certain share awards to Directors and
Executives of the Bank, pursuant to the Employee Incentive Plan adopted
on 22nd April, 2004, and the following Directors have accepted the
following share awards:

RTEEZRMHEE RTHHS HREWAE

e Name No. of shares in awards Date granted Awards price
T

HK$

F5EEX  Patrick Y B Fung 200,000 21/05/2004 1.00
450,000 23/01/2006 1.00

TRE  Frank ) Wang 125,000 21/05/2004 1.00
270,000 23/01/2006 1.00

FHEEE  Michael Y S Fung 100,000 21/05/2004 1.00
225,000 23/01/2006 1.00

fA&‘  Louis C W Ho 10,000 21/05/2004 1.00

REZENAEARTRMZENBFEEHAF-

BOHBAZEETEERE MAERZIZBART 3)
BEXA-
BB E RIS EE L EREE 2 2 BRG R @)

BREEBBER L F BREESMARE RS
2110,295,188/% A °

The awards can be vested between the sixth to the tenth anniversaries
after the date of grant.

Shares were held through a family trust in which Dr Simon K'Y Lee’s
spouse is an eligible beneficiary.

All shares, options and awards held by Messrs Patrick Y B Fung and
Michael Y S Fung are parcel of the 110,295,188 shares of the Bank under
the shareholders’ agreement as mentioned in the section headed
“Substantial Shareholders’ Interests”.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS (Continued)
Save as disclosed, none of the Directors, the Chief Executive and
their associates had any other beneficial interests in the securities
of the Bank or any of its associated corporations (within the
meaning of Part XV of SFO) at 30th June, 2006.

All the interests stated above represent long positions. As at 30th
June, 2006, no short positions were recorded in the Register of
Directors’ and Chief Executive’s Interests and Short Positions
required to be kept under Section 352 of the SFO.

SHARE OPTION SCHEME

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

() the closing price of the shares on the Hong Kong Stock
Exchange on the date of grant, which must be a trading
day, and

(i) the average closing price of the shares on the Hong Kong
Stock Exchange for the five business days immediately
preceding the date of grant.

The options must be held for at least one year and can be
exercised between the first and the tenth anniversaries of the
date of grant. The amount payable on acceptance of the share
option was HK$1.00. The share option scheme was terminated
on 24th April, 2003 and replaced by a new share option scheme
for a period of 10 years with amendments which complied with
Chapter 17 of the Rules Governing the Listing of Securities (“Listing
Rules”).

At 30th June, 2006, total number of ordinary shares available for
issue under the new Share Option Scheme is 13,793,000 or
4.7% of the issued share capital of the Bank.



R & () SHARE OPTION SCHEME (Continued)

RZZZERFRA=ZTH AROIZEEZRE At 30th June, 2006, the Directors and employees of the Bank
ERAARITRNAREZEZNT (ZTF had the following interest in option to purchase for the shares of
NEANA=ZTHABKRMEAEEES.00T) the Bank (market value per share at 30th June, 2006 is HK$68.00).

BRiA R

TR —H

2GR mE
FHYmE

RME  Weighted
KTHZ  average
BikmE closing
Market  price per

BfTfEz BAMZ valueper  share at
B8R BRHEE shareat  preceding
Bin 28 Bin 28 No.of ~ No.of  #REEE  dateof day before
No. of shares  No. of shares KT HH shares shares Option  grant of exercise
30/06/2006  31/12/2005 Date granted  exercised lapsed price options date
BT BT BT
HK$ HK$ HK$
Ex Directors
ISEEE  Patrick Y B Fung 50,000 50,000  10/03/2001 - - 23.60 29.00 -
40,000 40,000  15/03/2002 - - 26.30 26.30 -
40,000 40,000  14/03/2003 - - 26.50 26.50 -
50,000 50,000  21/05/2004 - - 43.80 43.80 -
50,000 50,000  14/01/2005 - - 51.25 50.75 -
FRE  Frank ) Wang 40,000 40,000  10/03/2001 - - 23.60 29.00 -
30,000 30,000  15/03/2002 - - 26.30 26.30 -
30,000 30,000  14/03/2003 - - 26.50 26.50 -
40,000 40,000  21/05/2004 - - 43.80 43.80 -
40,000 40,000  14/01/2005 - - 51.25 50.75 -
BEEE  Michael Y S Fung 40,000 40,000  10/03/2001 - - 23.60 29.00 -
30,000 30,000  15/03/2002 - - 26.30 26.30 -
30,000 30,000  14/03/2003 - - 26.50 26.50 -
40,000 40,000  21/05/2004 - - 43.80 43.80 -
40,000 40,000  14/01/2005 - - 51.25 50.75 -
f£E  Louis CWHo 30,000 30,000  15/03/2002 - - 26.30 26.30 -
30,000 30,000  14/03/2003 - - 26.50 26.50 -
- 40,000  21/05/2004 40,000 - 43.80 43.80 63.95
40,000 40,000  14/01/2005 - - 51.25 50.75 -
HitfEE Other Employees 60,000 60,000  10/03/2001 - - 23.60 29.00 -
20,000 40,000  15/03/2002 20,000 - 26.30 26.30 65.15
60,000 80,000  14/01/2003 20,000 - 25.80 25.70 65.15
220,000 220,000  21/05/2004 - - 43.80 43.80 -
50,000 50,000  14/01/2005 - - 51.25 50.75 -
85,000 105,000  28/01/2005 20,000 - 50.25 49.80 56.10
1,185,000 1,285,000 100,000 -
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SHARE OPTION SCHEME (Continued)

The Bi-nominal pricing model was used in estimating the fair
value of share options after taking into account the exercise price
and the life of the option. Such option pricing model requires the
input of highly subjective assumptions including the risk-free
interest rate, expected volatility and dividends yield of the shares.
The changes in subjective input assumptions can materially affect
the fair value estimate.

The expected volatility is based on the historic volatility (calculated
based on the weighted average remaining life of the share
options), adjusted for any expected changes to future volatility
due to publicly available information. Expected dividends are based
on historical dividends.

Share options were granted under a service condition. This
condition has not been taken into account in the grant date fair
value measurement of the services received. The fair value of the
options were measured at the grant date and are charged to the
profit and loss account and credited to shareholders’ funds
between the grant date and vesting date. There were no market
conditions associated with the share option grants.

EMPLOYEE INCENTIVE PLAN

Pursuant to the approved Employee Incentive Plan (“EIP"), the
Directors are authorised, at their discretion, to invite certain
executives, to take up awards to vesting ordinary shares in the
Bank as incentive for them to remain in employment with the
Bank. The maximum number of awards in respect of which awards
may be granted under the EIP may not exceed 1% of the issued
share capital of the Bank for the time being in issue within five
years of the date of approval of the plan on 22nd April, 2004.
The awards can be vested between the sixth to the tenth
anniversaries after the date of grant with the following percentage
of award vesting.

REEM 2B

Percentage of

B8 Date award vesting
it AR NBEE Sixth anniversary of the date of grant 5%
Kt BERET B Seventh anniversary of the date of grant 10%
it AR BE Eighth anniversary of the date of grant 15%
Rt BERETNES Ninth anniversary of the date of grant 20%
pgiel=R:ii} o ke Tenth anniversary of the date of grant 50%
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EMPLOYEE INCENTIVE PLAN (Continued)

At 30th June, 2006, the Directors and employees of the Bank
had the following interest in awards to purchase the shares of
the Bank.

HERTHZ
NYEEE
HEHE HEHE Fair value of
No. of awards No. of awards ¥ HH awards at
30/06/2006 31/12/2005 Date granted date of grant
BT
HK$

EE Directors
55 SE R, Patrick Y B Fung 200,000 200,000 21/05/2004 42.80
450,000 - 23/01/2006 56.20
TRE Frank J Wang 125,000 125,000 21/05/2004 42.80
270,000 - 23/01/2006 56.20
HEER Michael Y S Fung 100,000 100,000 21/05/2004 42.80
225,000 - 23/01/2006 56.20
] & (& Louis C W Ho 10,000 10,000 21/05/2004 42.80
Hitfgg Other Employees 60,000 60,000 21/05/2004 42.80
615,000 - 23/01/2006 56.20

2,055,000 495,000

AEERBHARE T SNERERTETE
BRE DABAKRRITRND B iR ERE R
BhmEERE - TBA-REZATEENME
HHFE YERER LA EARMANER
BRI RIBABRE @R RE R EMHART
IRERERBE RS #§ ATEAL S R =T
BERRBRIRHR

The Group granted awards at no consideration for certain
employees to acquire shares of the Bank under the EIP. The
shares will be acquired at the nominal value of HK$1.00 per
share under the award. The fair value of the awards was measured
at the grant date and is charged to the profit and loss account
and credited to shareholders’ funds between the grant date and
vesting date. The cash amount equal to the dividend that would
have been paid during the period up to vesting are charged to
the profit and loss account as bonus expenses on an accrual
basis.
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CODE ON CORPORATE GOVERNANCE PRACTICES

The Bank has committed to high standards of corporate
governance. Throughout the six months ended 30th June, 2006,
the Bank has also complied with all the Code Provisions set out
in Appendix 14 — Code on Corporate Governance Practices of
the Listing Rules on the Hong Kong Stock Exchange, except for
the following deviations:

Code Provision A.2.1

This Code stipulates that the roles of chairman and chief executive
officer should be separated and should not be performed by the
same individual.

Dr Patrick Y B Fung is the Chairman and Chief Executive of the
Bank. The Board considered that the non-segregation would not
result in considerable concentration of power in one person not
only because of the presence of Independent Non-executive
Directors but also that The Bank of New York, a substantial
shareholder, is actively represented by an Executive Director who
is also the Deputy Chief Executive actively participating in the
management and operations of the Bank. There is a balance of
power and authority such that no one individual has unfettered
power of decision. Non-segregation has the advantage of a strong
and consistent leadership which is conducive to making and
implementing decisions quickly and consistently.

Code Provision A.4.1
This code stipulates that Non-executive Directors should be
appointed for a specific term and subject to re-election.

The term of office for Non-executive Directors are the same as
for all Directors (i.e. no specific term and subject to retirement
from office by rotation and be eligible for re-election in accordance
with the provisions of the Bank’s Memorandum and Articles of
Association). At every Annual General Meeting, one-third of the
Directors for the time being or, if their number is not a multiple
of three, then the number nearest to but not exceeding one-
third shall retire from office.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Bank has adopted for compliance by the Directors the code
of conduct for dealings in securities of the Bank as set out in
Appendix 10 - Model Code for Securities Transactions by Directors
of Listed Issuers (“Model Code”), of the Listing Rules.

Having made specific enquiry of all Directors of the Bank, the
Directors have confirmed that they have complied in all respects
with the required standards set out in the Model Code for the six
months ended 30th June, 2006.
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AUDIT COMMITTEE

The Audit Committee of the Bank was formed in 1992 and
consists of four Non-executive Directors namely Dr Simon K Y
Lee as Chairman, Dr Cheng Hon Kwan, Mr Andrew M Gordon
and Mr Aloysius H Y Tse. The Audit Committee meets regularly
with the Executive Director, Chief Financial Officer, internal auditors
and the external auditors to review and discuss financial
performance, consider the nature and scope of audit and the
effectiveness of the systems of internal control, risk management
system and compliance. The Committee also discusses matters
raised by the internal auditors, external auditors and the regulators
and ensures that all audit recommendations are implemented.

From 2006 onwards, the Committee has increased the number
of meetings from three times a year to four times a year to
provide a more effective independent review and monitoring.

The Audit Committee of the Bank has reviewed the interim results
for the six months ended 30th June, 2006.

DIRECTOR NOMINATION COMMITTEE

The Director Nomination Committee was formed in December
2002 and consists of three Independent Non-executive Directors
namely Dr Simon K'Y Lee as Chairman, Dr Cheng Hon Kwan and
Mr Ambrose H C Lau. The Director Nomination Committee is
responsible for reviewing and recommending to the Board
appointment of all new Directors, Chief Executive, Deputy Chief
Executive and General Managers of the Bank.

REMUNERATION COMMITTEE

The Remuneration Committee was formed in 1995 with specific
written terms of reference. The Committee consists of two
Independent Non-executive Directors namely Dr Cheng Hon Kwan
as Chairman and Dr Simon K'Y Lee. The Committee meets once
a year to make recommendations to the Board on the Bank’s
policy and structure for remuneration of all the Directors and
Senior Management of the Bank.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
There were no purchases, sales or redemptions by the Bank, or
any of its subsidiaries, of the Bank’s listed securities during the six
months ended 30th June, 2006.
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To the Board of Directors of Wing Hang Bank, Limited

INTRODUCTION
We have been instructed by the Bank to review the interim
financial report set out on pages 8 to 48.

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.

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
group management and applying analytical procedures to the
interim financial report and based thereon, assessing whether
the accounting policies and presentation have been consistently
applied unless otherwise disclosed. A review excludes audit
procedures such as tests of controls and verification of assets,
liabilities and transactions. It is substantially less in scope than an
audit and therefore provides a lower level of assurance than an
audit. Accordingly we do not express an audit opinion on the
interim financial report.

REVIEW CONCLUSION

On the basis of our review which does not constitute an audit,
we are not aware of any material modifications that should be
made to the interim financial report for the six months ended
30th June, 2006.

KPMG
Certified Public Accountants

Hong Kong, 17th August, 2006
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