Unaudited Supplementary Financial Information

(a)

Capital adequacy and liquidity ratios

Unadjusted capital adequacy REEREAREARNT B LXK
ratio at year end

Adjusted capital adequacy ratio BB AR TE R LR
incorporating market risk (BEMSRR)

Average liquidity ratio for December T A FEERBES LXK

Average liquidity ratio for the HE+-A=1t—H81LEFE
year ended 31 December I REE S LK

The unadjusted capital adequacy ratio is computed on a
consolidated basis as required by the HKMA for its regulatory
purposes, and is in accordance with the Third Schedule of the
Hong Kong Banking Ordinance. The adjusted capital adequacy
ratio incorporating market risk is computed on the same
consolidated basis, and is in accordance with the Guideline
“Maintenance of Adequate Capital Against Market Risks"” issued
by the HKMA.

The average liquidity ratio for the year is computed as the
simple average of each calendar month’s average ratio, as
reported in Part | (2) of the "Return of Liquidity Position of an
Authorised Institution” (MA(BS)1E) calculated in accordance
with the Fourth Schedule of the Hong Kong Banking Ordinance.
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2006 2005
—®®XE  —TTAF
% %

16.81 14.96
16.60 14.94
46.43 47.49
44.51 44.71
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Unaudited Supplementary Financial Information

(b)

(c)

Fubon Bank E#B$E1T

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

as follows:

Core capital
Paid up ordinary share capital
Reserves (including retained
earnings)
Share premium

Eligible supplementary capital

Reserves on revaluation of land
and interest in land

Reserves on revaluation of holdings
of securities not held for trading
purposes

Collective impairment allowance
for impaired loans

Term subordinated notes

Regulatory reserve

Total capital base before deductions
Deductions from total capital base

Total capital base after deductions

Major customers

LB
R Rk E B AR AR
fFEfE (RIEREEMN)
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AIETE M INE R

it R A s
EBEEMHRHE
FHEFHER B AEE
BEEGEE
BEERZFARERE

BRRERRE
TRTE R

HUR AT H) & AT 45
BARERARFEMIVRIRR

HURR ) B AT 4R

Total income attributable to the Group’s five largest customers
combined is substantially less than 30% of the Group's total

income for both years 2005 and 2006.
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(b)

(e)

E[ELR T BEERBHR (MA(BS)3)E 15
FRBNEARERBAEEINRENARE
%7 BRB(EBRITEROIMR=ZMNRE
TEWMT

2006 2005
—EBEXRE —ZTTRHEF
HK$'000 HK$'000
FHT FHT
1,172,160 1,172,160
1,651,057 1,550,802
749,778 749,778
36,868 36,868
3,118 (72,476)
81,404 76,115
1,555,700 =
129,572 107,722
5,379,657 3,620,969
(701,967) (65,036)
4,677,690 3,555,933

TERF
RIZZERFR-_ZEZRNFAEEREK
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Overdue advances to customers

Gross advances to customers
which have been overdue with
respect to either principal
or interest for periods of:
- 6 months or less but over 3 months
-1 year or less but over 6 months
- Over 1 year

Overdue advances to customers
which are
- secured
- unsecured

Amount of collateral held against the
overdue advances

Amount of expected recoveries
from companies in liquidation
in respect of the overdue advances

Individually assessed impairment
allowance in respect of advances
overdue for more than three months
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Overdue assets of the Group comprise advances to customers
only as at 31 December 2005 and 2006.
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(d) BEEFEXR
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The Group
iS40
2006 2005
ZEERE —ZTRF
% of total % of total
advances advances
HK$'000 {REXAE HK$'000 HERBE
TET ZEAL FTHT ZBEAL
22,120 0.09% 38,953 0.18%
24,958 0.10% 17,514 0.08%
108,084 0.42% 105,754 0.49%
155,162 0.60% 162,221 0.75%
HK$'000 HK$'000
THT TR
95,015 77,392
60,147 84,829
155,162 162,221
HK$'000 HK$'000
TERT FHT
22,811 71,070
HK$'000 HK$'000
THT TR
73,459 11,299
HK$'000 HK$'000
THT FTHL
63,612 85,400
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(e) Rescheduled advances to customers (e) EEEBRHZEFEN
The Group
iS4
2006 2005
—EERE ZZTRE
% of total % of total
advances advances
HK$'000  {HEFAE HK$'000  HEZESH
THER ZEAN THT ZEDH
Rescheduled advances to customers EFERHZERFER 52,792 0.20% 108,227 0.50%
(f)  Foreign exchange exposures (f) SERR
The net positions or net structural positions in foreign RN 2R FRNGEBELERRFEL
currencies are disclosed as follows: WBEAOT :
The Group
piN-1. |

As at 31 December 2006
R=E8XE+-A=1-H

New
us Zealand Australian Chinese
Equivalent in AEET Dollars Euros Dollars Dollars  Renminbi Others Total
HKS$ Million £ in B fn A7 ARY Hitr ag
Spot assets BEEE 15,199 622 826 651 139 1,365 18,802
Spot liabilities REaE (14,739) (636) (899) (1,139) (139) (1,289)  (18,841)
Forward purchase BHEA 9,627 4,269 156 663 200 800 15715
Forward sales EHE (10,073) (4,255) (83) (171) (1) (869)  (15,452)
Net option position R s (4) - - - - - (4)
Net long/(short) position &/ (R)BFE 10 - - 4 199 7 220
New
us Zealand  Australian Chinese
Dollars Euros Dollars Dollars Renminbi Others Total
EFH B &n A ARE Ht an
Net structural position ERUEARES 31 - - - - - 31
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(f)  Foreign exchange exposures (continued) (f) SNERK(F)

The Group
L]
As at 31 December 2005
WZETRE+-A=1—H

New
usS Zealand  Australian Chinese
Equivalent in BEET Dollars Euros Dollars Dollars  Renminbi Others Total
HK$ Million £ e Bt i B ARE Eit a5
Spot assets REEE 10,194 668 903 1,536 151 1,170 14,622
Spot liabilities REAR (9,635) (551) (805) (1,299) (149) (1,210) (13,549)
Forward purchase EHEA 2,146 345 21 30 45 562 3,149
Forward sales BB (2,138) (463) (108) (271) (45) (546) (3,571)
Net option position HEETE 4 (4) 1 - = = 1
Net long/(short) position 5/ (B &%8 671 (5) 12 (4) 2 (24) 652
New
UsS Zealand  Australian Chinese
Dollars Euros Dollars Dollars  Renminbi Others Total
e B A B ARE Hity a5
Net structural position GREEETE 31 - - - - - 31
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(g) Cross-border claims (g) EHEERE
The information on cross-border claims discloses exposures BEEEERBEENINE @RS (SKR
to foreign counterparties on which the ultimate risk lies, and BRFTLE) 2 BBe - WIRMRAC ST R (878 &,
is derived according to the location of the counterparties after MEZSHEMEMMEEH - —KME -
taking into account any transfer of risk. In general, such transfer M e% S (E M BB FT B B A 2 E A
of risk takes place if the claims are guaranteed by a party in a BRZERMATEEERKMZEERET
country which is different from that of the counterparty or if the H—RERFEMANS —BERZ2EINDIT
claims are on an overseas branch of a bank whose head office BE BeHBEBRR - BREEERE
is located in another country. Only regions constituting 10% or 10% 3R bA it 75 VE H 4% 58 -
more of the aggregate cross-border claims are disclosed.
The Group
AEH
As at 31 December 2006
R-ZBEXFE+=-A=+—8
Banks and
other financial
institutions Public sector
RITREA entities Other Total
Figures in HK$Million BEEET SRR DEHE Hith i
Asia Pacific excluding EM AT FEE
Hong Kong (TEEEHS) 5,061 4 865 5,930
of which South Korea e 1,885 - - 1,885
North America 4t =M 281 1 317 599
Caribbean n#tt s - - 2,526 2,526
Western Europe i 8,009 - 435 8,444
of which Germany = 3,223 - - 3,223
The Group
REE
As at 31 December 2005
RZZETRAF+-_A=+—H
Banks and
other financial
institutions Public sector
RITREAD entities Other Total
Figures in HKSMillion B&E5T & IR NI i) 4258
Asia Pacific excluding MR Fi =
Hong Kong (TBEEE) 1,991 5 529 2,625
North America BIE)| 1,184 1,169 57 2,410
Caribbean nEhteE - = 1,214 1,214
Western Europe i) =14 9,963 156 664 10,783
of which France AE 1,850 - = 1,850
of which Germany = e 2,797 - - 2,797

Fubon Bank E#B$E1T Annual Report 2006 &3k 179



Unaudited Supplementary Financial Information

(h)

(i)

Repossessed assets and assets acquired under lending
agreements

The total repossessed assets and assets acquired under lending
agreements of the Group as at 31 December 2006 amounted to
HK$65,280,000 (2005: HK$71,880,000).

Management of risks

The Group has established policies and procedures for the
control and monitoring of credit risk, liquidity, capital and market
risk. The risk management policy is formulated by the Board,
which also monitors risk and regularly reviews the effectiveness
of the Group's risk management policies.

(i) Credit risk management

Details of the Group's credit risk management policies and
measures have been set out in Note 39(a).

(i) Liquidity management

Details of the Group's liquidity risk management policies
and measures have been set out in Note 39(c).

(i) Capital management

The Group's policy is to maintain a strong capital base
to support the development of the Group’'s operations
prudently, with the aim of diversifying its business
activities, including the future expansion of the branch
network, increasing the customer base, introducing
new financial products and meeting the statutory capital
adequacy ratio. As disclosed in Note (a) above, both the
Group's adjusted capital adequacy ratio incorporating
market risk of 16.60% and the unadjusted ratio of 16.81%
as at 31 December 2006 was well above the statutory
minimum ratio.

Capital is allocated to the various activities of the Bank
depending on the risk taken by each business division.
Where the subsidiaries are directly regulated by other
regulators, they are required to maintain minimum capital
according to the regulators’ rules. Certain financial
subsidiaries, as specified by the HKMA, are subject to the
HKMA's capital requirements for its regulatory purposes.

Capital adequacy ratios and components of capital base
are disclosed in Note (a) and Note (b).
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BB BEN

BEREERREFEHBRB2EE

R-ZEEXNE+_A=+—0 ~&£H
ZCUHEBEERRBEERGEMEEE
4 % 565,280,000 L( =TT A F:
71,880,000 7T) °

RBRER

AEEEHEEREREREERR R
B BARMBRABRHBRERER - &
REEBRHESSHE ZREENET
BB 5 - I E M et A K B E R E IER
RZEBME -

(i) EEREREE

AEBZEERREREBRKEE
Z BRI 39(a) ©

(i)  EBELEREE

AEBEZRBE SRR EREBRR
e FF IS B M5 39(c)

(iii)  EBEXEEE

AEERERFEENERARIHAR
SEEHEWARER  BRELASE
Er¥BESZl EFBREER
RIBRDITHME  EoaT AR
UERHEEZEZHERERS K
HFAEAEZEARFTRIL R - FEM 7
(a)RE  "EEAR_ZTTEFt+=
A=T—BZ2EAEEARRLLE
(BEMBERK)A16.60% RALA
BHRAE16.81% @ BOESETE
BEREX -

9T A FE & &6 P9 P T B R e AR
HEABBETRAXRB L &H
MiBQE MM E B E &
ZEMBRRARAHBEEKE
IR ENKIEEARKTE - EERFT
BENETREVBEDNOMER
Al AETEERERNEAR
5 o

EAFRRUEEREREBERI S
2RI HIEE (a) X (b) R 8 -
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(i)

Fubon Bank E#B$E1T

Management of risks (continued)

(iv)

Market risk management

Details of the Group’'s market risk management policies
and measures have been set out in Note 39(b).

Risk management

The Group uses a value-at-risk (“VaR"”) measure as a
means of controlling the Bank's market risk. The VaR
is an estimate, with a defined confidence level, of the
potential loss which might arise due to changes in the
value of investment portfolios, if positions were held
unchanged for one business day. The calculation uses
the variance-covariance model as the means to estimate
the statistical confidence level. The Bank estimates the
VaR of its investment portfolios with a confidence level
of 95% and 99%. In addition, stress testing is performed
on the portfolios and on a consolidated basis to assess
the potential income statement impact as a result of
extreme movements in market prices. The 95% and 99%
VaR for the Bank's investment portfolio, including Hong
Kong Exchange Fund bills, at 31 December 2006 were
HK$5,408,600 (2005: HK$2,482,036) and HK$7,649,484
(2005: HK$3,517,978) respectively. The average VaR
at 95% and 99% confidence levels for 2006 were
HK$5,440,616 (2005: HK$4,985,5690) and HK$7,673,424
(2005: HK$7,055,532) respectively.

Annual Report 2006 &3k
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(i)

EEE(H)

(iv)

5 E R EHE
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BEEEEAEREEHEHANER
BEMEL SAEFRANERFZE
% H Z R Rt B FEE 0K
Fo AITHEBHEBEAENERKRE
=D IKF A 95% K 99% © LEAh -
KEMEEEZBENRE - WAL
A EEFHRE IS ERE EH RS
KNBEFE - R-_ZTTRF+=
A=+—8 ' AT REHEE (BER
BHINERESTIE) 295% & 99% 5
K B B E 5 R 45,408,600 74
TL(=ZZZTHF 2,482,036/ 7T )
%7.649,484% (T A F:
3,617,978 7L) - ZELTRNF95%
&% ELKFEZFEAHRKBRES
B %5,440,616 B L (=TT RHF ¢
4,985,690 7T ) & 7,673,424 T
(ZZZTAH4 :7,055,532/87T) °
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(i)

Management of risks (continued)

(iv)

Market risk management (continued)
Market risk exposure

The Group adopts a prudent approach to managing its
trading portfolios, and reduces any excessive market risk
by executing offsetting transactions or hedging contracts
with other market counterparties. Market risk ensues
once the Group takes positions in markets such as foreign
exchange, interest rates, securities and equities. Such
positions are driven by execution of customer orders,
proprietary trading and hedging.

The Group’'s maximum market risk exposures are set
by the Asset and Liability Committee. Exposures are
monitored and reported to the management regularly.
The average daily revenue generated from the treasury's
trading activities for the year was HK$102,948 (2005:
HK$92,980) and the standard deviation was HK$182,557
(2005: HK$134,910). An analysis of the Group's trading
revenue is shown below:

KA

(i)

BB BEN

Bk EE ()

(iv)

Daily distribution of trading revenue

for the year ended 31st December 2006
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(i) Management of risks (continued) (i) HEBREEE)

(iv)  Market risk management (continued) (iv) WHEREE (&)

Market risk exposure (continued) TiZ R R (&)

Daily distribution of trading revenue
for the year ended 31st December 2005
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(i)

Management of risks (continued)

(iv)

Market risk management (continued)
Market risk exposure (continued)

This shows a maximum daily loss of HK$424,567
(2005: HK$385,948) with 54 days (2005: 67 days) out of
262 days (2005: 296 days) showing losses. The most
frequent results were observed in daily revenue falling
between HK$240,000 to HK$250,000 (2005: HK$10,000
to HK$20,000, HK$70,000 to HK$80,000, HK$150,000
to HK$160,000 and HK$190,000 to HK$200,000) with
10 occurrences (2005: 12 occurrences in each range).
The highest daily revenue was HK$1,230,394 (2005:
HK619,701).
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(i)

Bk EE ()

(iv)

TS mEEE (&)
W5 R BRIE (&)

NEBRBTRN202K(ZZEZ R
F:12906K)XBHHF BAKR(Z
TTRF:67R)BEEE &5
S HEB424567BL(ZZET R
4 :385,948B L) BEF AR S
K& B S H W& N 240,000
JL £260,0008 T( =TT A F:
10,0008 7T £ 20,0008 7T * 70,000
7 7T 280,000 % 7T * 150,000 7% 7T
%£160,0007% 7T &% 190,000 7t &
200,000 7T) + WHRE—HERIHE
10R(ZZZRF : REB—HEFIER
12R) - &= SR A1,230,394
BIL(ZZTZTREF 1 619,7017487L) °
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