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£ B Z & 53R Group Results in Brief

BE-ZZN\E (ZE_TTLF BEZ-ZZN\E
RA=TAL ~NA=THIE Em,/ ANA=tALE
~NME B ~MEA R4 ~MBEA
Six months ended Six months ended Increase/  Six months ended
30th June, 2008 30th June, 2007 (decrease) 30th June, 2008
HK$m HK$m % US$m
AKIRITALRIES Profit Attributable to
S Shareholders of the Bank 938 956 (1.9) 120.3
RHENR S Interim Dividend 283 283 - 36.3
HK$ HK$ % us$
BREABH Basic Earnings per Share 3.18 3.25 2.2) 0.41
SRS Interim Dividend per Share 0.96 0.96 - 0.12
% %
hEN: YN #:S Cost to Income Ratio 38.8 37.0
THEERRE Return on Average Assets
(EE1r) (annualised) 1.34 1.52
THRRERME Return on Average
HRE(FENL) Shareholders’ Funds
(annualised) 17.4 19.9
—EENE “ETF —EENE
~A=+H +-B=1+—H 0 ~A=tH
30th June, 2008 31st December, 2007 Increase 30th June, 2008
HK$m HK$m % Us$m
REES Shareholders’ Funds 10,697 10,485 2.0 1,371.4
BIER Total Deposits 121,090 120,096 0.8 15,524.0
EEVER Advances to Customers 81,440 74,574 9.2 10,440.8
WEE Total Assets 140,265 139,657 0.4 17,982.2
HK$ HK$ % Us$
BB P ARBRIT Net Asset Value per Share,
B 7&K attributable to Shareholders
BEEFE of the Bank 36.26 35.55 2.0 4.65

m =million( &)
US$1.00 = HK$7.8002
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For the first half of 2008, profit attributable to shareholders of
Wing Hang Bank amounted to HK$938.1 million, representing
a decrease of 1.9 percent compared with HK$956.3 million in
the same period last year. Earnings per share was HK$3.18.
The Board has recommended an interim dividend of HK$0.96
per share, the same as last year.

In spite of a weak stock market and global financial turbulence,
Hong Kong's real GDP grew by 7.1 percent in the first quarter
due to strong private consumption and investment demand.
However, private investment was softer in the second quarter
largely because of the weak US economy and continued
problems in global credit markets. The property market
conseqguently softened after a strong performance in late 2007
and early 2008.

The Group’s loan portfolio continued to grow in the first half
of the year. Most of this achievement was driven by our trade,
auto and equipment financing divisions. It was also supported
by investment and residential mortgage demand in Hong Kong
and the Mainland. Total advances to customers increased by 9.2
percent to HK$81.4 billion.

Here are some other key financial statistics for the period
under review:

e  Total deposit growth increased by 0.8 percent to HK$121.1
billion while customer deposits were 3.4 percent higher at
HK$117.8 billion.

e The Group's operating profit before impairment losses
increased by 10.3 percent to HK$1,146.9 million due to a rise
in net interest and non-interest income.

¢ Net interest income increased by 12.5 percent to HK$1,310.3
million as a result of higher loan volumes and a widening of
net interest margins which increased from 1.92 percent to
1.94 percent. This was also supported by an improvement
in treasury operations. Partially offsetting this increase was
lower yield on our interest free fund.

¢ Non-interest income rose 15.9 percent to HK$563.4 million
due to higher loan commissions, foreign exchange trading
income and wealth management commissions. Net losses
from financial instruments held for trading and designated
at fair value was HK$7.1 million reflecting an unrealised
loss arising from the change in fair value of the CDOs, debt
security investments and credit derivatives held by the Bank.
Partially offsetting these losses was the unrealised gain arising
from a change of credit spread in our perpetual subordinated
debt.

e Total operating expenses increased by 19.0 percent to
HK$726.8 million mainly due to our business expansion.
Consequently the Group's cost-to-income ratio increased
slightly from 37.0 percent to 38.8 percent.
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e Impairment losses and allowances for impaired loans
for the first half of 2008 was HK$45.2 million and the
impaired loans as of 30th June, 2008 stood at HK$405.6
million, equivalent to 0.50 percent of total loans.
Meanwhile the charge-off ratio for credit cards decreased
to 1.24 percent of credit card receivables compared with
1.93 percent previously.

e As at 30th June, 2008 the Group’s average liquidity ratio
stood at 45.1 percent, the loan-to-deposit was 67.3
percent and the capital adequacy ratio was 16.1 percent.

The Group’s branch network continues to expand. Currently
we have 40 branches in Hong Kong, 12 branches in Macau
and 4 branches and 2 sub-branches in the Mainland. As at the
end of June 2008, we employed a total of 3,018 staff.

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

Retail Banking achieved steady growth in business and
benefited from stronger trade financing demand, higher
Renminbi (“RMB") deposits and wealth management services.
As a result, profit before taxation increased by 11.2 percent.

Customer deposits grew by 3.4 percent following the success
of our deposit marketing program.

Competition in the mortgage market has been very keen.
Residential mortgages, which accounted for 21.0 percent of
our total loan portfolio, increased by 1.8 percent over the end
of last year. However, there was stronger demand for Home
Ownership Scheme mortgages which grew by 23.2 percent
following a successful marketing program. As always we will
continue to respond quickly to market changes and provide
flexible mortgage packages to meet our customers’ needs.

The Securities Trading business experienced a slowdown as
share prices declined. Revenues decreased by 12.7 percent.
However, the Wealth Management and Investment businesses
achieved steady growth of 6.6 percent in spite of keen
competition and relatively quiet equity markets. This growth
was largely fueled by increased demand for currency-related
structured products. We have also taken the opportunity
to cross sell investment products across our SME customer
network.

Wing Hang Credit launched several impressive and creative
advertising campaigns in the first half of 2008. The subsidiary
has regularly benchmarked its marketing program against
those of its competitors to ensure that its customers continue
to benefit from the best deals.



KFERPFBRNEERE — T —AD1TTREES
L MR A ERER LA TRERT PEHTR
HEXRT - Z AR EIEBRUHETS LERE
% E—FEEERTIS AW

XZFHBARLBEFEEGR BN 2 \BARE
BE- K f%E%ﬁkzﬁﬁﬁf?ﬁ%$tfﬂ SEBZBROR -
BMENRMmAMES

RZZEZSLFNRE 2 EZFNERAMEERA
EBBEMERBEER Eﬁ%ﬁﬁha$”
PRIZAB[OIHR o

MR R BRI R T A R B A IR A T8 Ko
WHEM S B -

ﬁ%ﬁﬁﬁ%ﬁ‘%%ﬁf%%ﬂ‘%ﬁfﬁ@@ - VNG
MEFADZ —+—RNER - Bk AEEEE
Fﬁ/ﬂﬁWZﬁ?b¢¥Gf1mﬂéM =2k
BBEKFIRIT(PB)BRAF(KFRITHE)
afE ZK%%%%%T?%EH%%%%%%EPW%Z@%
EFREFEERENR - R mRARERES
BEFPERREZEERE  HEHREFFE
e BEERD TN

mﬁﬁiﬁfﬁﬁ EFBEAMER EFERA
NZTHENERE—B=TET - KFRITH

BR —ZEHFEFYIKL - UREERPE R
THREAZBPERAR T IRERBETRE - kT
RITHBE B IR 2R A =FAATTRMERT * &
SEETEE B PRAEBEREDARER
o o AEEEEBRARE S DTNERS
%'tﬁﬁ¢mﬁW&EM%1ﬁﬁl_ﬁmzm
me BREMME AT AEEBR LSRR

17 WIEETEIBE RARBERAIRBDIT - A%
BEZER  RADTTHRBRIENERERRE

EAREENHBERITEREBRARESK - B
HIP B EBNAREFIEREST) o

FEXHEAEERHARN B0 TEH—
ARESRET - BAKEE BHE 2RHE Mh
mERINEE BIRGR I E Em BN -

Wing Hang Credit now has 21 branches and business centres
in Hong Kong and is committed to introducing innovative loan
products and providing professional services to a range of
customer segments. The company plans to further consolidate
its leading market position by attracting new customers and
expanding the business.

Wing Hang Finance Company Ltd. has maintained steady
growth of 8.5 percent in loan assets, with profitability
enhanced by the lower cost of funding coupled with a higher
yield from equipment financing.

Its sister unit Inchroy Credit Corporation Ltd., which was
acquired in early 2007, has also maintained a steady business
portfolio and contributed good returns in the current low
interest rate environment.

Both companies have successfully elevated the Group to
its current position as a market leader in the local auto and
equipment financing sector.

Corporate Banking recorded a 21.6 percent increase in
operating income driven by the good performance of several
key businesses. Firstly we continued to participate actively in
the Government’s SME Loan Guarantee Scheme. Secondly, in
cooperation with Wing Hang Bank (China) Ltd. ("WHBCL"), we
have continued to offer financing solutions to our corporate
clients who have shifted their operations to the Mainland.
Thirdly, there was increased demand for trade financing —
which grew by 14.9 percent — as we actively encouraged our
customers to utilise their credit facilities.

Loans for use in the Mainland increased by 14.9 percent to
HK$13.9 billion due to continued strong demand. WHBCL
was established in Shenzhen in 2007 to serve our expanding
customer base in the Mainland and to support our business
expansion strategy. WHBCL now has 3 branches and 2 sub-
branches across the country and through this network we soon
plan to introduce RMB services to local individuals. In addition,
we plan to expand the network by opening more branches
particularly in the Pearl River Delta region in cities such as
Shenzhen and Guangzhou. In other parts of the country, we
will open a sub-branch in Shanghai and plans are under way
to upgrade the Beijing representative office to full branch
status. The decision to devote more resources to upgrade
the branch network and increase product variety mirrors our
overall expansion strategy in China’s banking sector. The China
business is expected to deliver strong growth in the coming
years.

Treasury accounted for 17.1 percent of the Group’s profit
before taxation. This was achieved through yield enhancement
of our fixed rate portfolio due to lower interest rate
environment as well as increases in foreign exchange trading
service and treasury products.
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Banco Weng Hang achieved satisfactory results in a challenging
environment. While Macau’s GDP continued to grow at a
torrid pace, near double-digit inflation exerted considerable
pressure on operating expense. Net profit for the period
increased by 3.2 percent to 170.6 million Macau patacas,
while the 10.2 percent increase in total operating profit was
partly offset by an increase in costs. Net interest income grew
by 13.0 percent as a result of improved interest margins, while
non-interest income recorded a more modest increase of 4.3
percent as growth in fee income from share brokerage services
and wealth management eased. Loans grew by 1.9 percent
compared with the end of last year or increased 32.9 percent
compared with a year ago. Customer deposits shrank by 7.3
percent reflecting a general market trend in Macau.

Looking forward the Group believes that building a reputation
in Corporate Social Responsibility (“CSR") will earn the
respect and trust of all our stakeholders including customers,
employees, business partners, shareholders and the public. We
recognise that good corporate citizenship reflects the strength
of our brand and our values.

Apart from volunteer services supporting the local communities
and energy conservation programs in Hong Kong and Macau,
our CSR activities have extended to the Mainland. For instance,
during the winter months, the Group donated HK$200,000
to the Hong Kong Red Cross China Relief Fund to assist
people affected by snowstorms. In late May, the Group, its
staff and customers offered help to the victims of the Sichuan
earthquake by donating more than HK$5 million to Oxfam,
the Macau Red Cross and various charity organisations in the
Mainland.

The operating environment will remain challenging in the
second half of the year due to higher inflation and the
continued uncertainty in global financial and credit markets.
Profitability will continue to be affected by the intense price
competition on deposits and pressure on net interest margins.
In response to this challenging environment we will continue
to expand our business in the high-growth markets of Macau
and the Mainland as well as by cross-selling products among
subsidiaries. This will be enhanced by our commitment to
provide more innovative products and a superior level of service
to our customers. Growth will also be achieved by broadening
the non-interest income side of our business and expanding
consumer lending while managing costs. With a bigger
customer base and operational platform we remain confident
of maintaining our successful track record on delivering long-
term growth.

Patrick Y B Fung
Chairman and Chief Executive

Hong Kong, 14th August, 2008



FBEIZ 2475 W EFF Unaudited Consolidated Income Statement

HE—FENFNHA=+HIENMEA For the six months ended 30th June, 2008

. —EEN\E S 3
(Expressed in thousands of Hong Kong dollars Bk AR=TH NA=TH
(LUBBFILLIS|T - S8 unless otherwise stated) Notes  30th June, 2008 30th June, 2007
FEUA Interest income 3(a) 3,108,623 3,469,575
FETH Interest expense 3(b) (1,798,345) (2,305,361)
R BUA Net interest income 1,310,278 1,164,214
HiEEWmA Other operating income 3() 570,537 510,825
BEEERBIIETEN Net losses from financial instruments
ATBEFABRZ held for trading and designated
SRIAFER at fair value through profit or loss 3(d) (7,088) (24,613)
FERSHA Non-interest income 563,449 486,212
EELON Operating income 1,873,727 1,650,426
ST H Operating expenses 3(f) (726,836) (610,679)
NBREFR REBER Operating profit before impairment
ERRIEE RN losses and allowances charged
on loans and advances 1,146,891 1,039,747
BRZRERKRERE Impairment losses and allowances
(1288) /ol B (charged)/released on loans and advances (45,197) 2,525
2F A Operating profit 1,101,694 1,042,272
BEREMERLE Net gains on revaluation of investment
BRVETEE 2 Fha properties and disposal of tangible
) fixed assets 4(a) 23,239 1,260
HMERHHESRERE Wi Gains on disposal of available-for-sale
financial assets 4(b) 43,838 39,859
EEE AR 2R (ER),/ Share of net (losses)/profits of associated
ikl companies (73,873) 29,630
BRI F Profit before taxation 1,094,898 1,113,021
A Taxation 5 (157,336) (155,911)
R R R A Profit after taxation 937,562 957,110
AR A - Profit attributable to:
ABITIRE Shareholders of the Bank 938,122 956,263
DR R R Minority interests (560) 847
BRI R R A Profit after taxation 937,562 957,110
AN ERE. - Dividends attributable to the period:
BEBBRANR Interim dividend declared after
R AR S the balance sheet date 6 283,243 283,132
R EF 2 KRR S Underprovision of final dividend
in respect of previous year 198 80
283,441 283,212
BT BT
HKS$ HK$
FhEH Eamings per share 7
= Basic 3.18 3.25
e Diluted 3.15 3.2
FRERTHRE Interim dividend declared per share 0.96 0.96

F 13 EFECAR ZHIFEHAREE R

BREZ 80 -

interim financial report.

The notes on pages 13 to 64 form part of the unaudited



KRBEZ Z 4GS B E AR Unaudited Consolidated Balance Sheet

—EFNFNA=1H As at 30th June, 2008

—EEN\F “TTLF
(Expressed in thousands of Hong Kong dollars B sE A~A=1H +-A=1+—H
(WESFTid)r - S85) unless otherwise stated) Notes  30th June, 2008 31st December, 2007
BE ASSETS
BENTFRRTAE PR Cash and balances with banks, central
RITREMERIETIE banks and other financial institutions 8 4,537,607 3,306,767
TEEMRTRIE « PR Placements with banks, central banks
RITREM & RS RRIE and other financial institutions 9 23,325,681 28,942,740
E5ER Trade bills 522,325 363,545
SEERABREE Trading assets 10 1,057,422 1,034,757
BEARTEESABRL Financial assets designated at fair value
TREE through profit or loss " 4,404,113 6,700,285
REZEFREMEER Advances to customers and other accounts  12(a) 83,346,872 76,775,985
REZEMA RAHIEE Held-to-maturity and available-for-sale
TREE financial assets 13 19,374,997 18,891,888
BN E Investments in associated companies 220,031 298,189
EVETEE Tangible fixed assets 14
—IREE — Investment properties 293,600 286,898
—HibWE - M RRE — Other properties, plants and equipment 1,855,145 1,742,570
kS Goodwill 15 1,306,430 1,306,430
A Yy Bl AN ER R TA Current tax recoverable 1,060 151
BIEMIBEE Deferred tax assets 19,497 7,057
BEE Total assets 140,264,780 139,657,262
BRREZREE EQUITY AND LIABILITIES
RITRAIZE - PRRITREM Deposits and balances of banks, central
CRIEE B banks and other financial institutions 16 1,199,260 2,817,714
EEZER Deposits from customers 17 117,800,432 113,968,986
BRIIZIERE Certificates of deposit issued 18 2,089,948 3,309,204
BEERZAR Trading liabilities 19 643,040 765,344
JENANERR B Current tax payable 272,006 153,879
EEHBEE Deferred tax liabilities 182,576 188,564
H A HRIE R Other accounts and provisions 20 2,049,328 2,286,646
RIEEE Subordinated liabilities 21 5,309,094 5,658,889
MEE Total liabilities 129,545,684 129,149,226
[N Share capital 23 295,044 294,964
f#h Reserves 24 10,401,927 10,190,387
BRES Shareholders’ funds 10,696,971 10,485,351
DER RS Minority interests 22,125 22,685
R R Total equity 10,719,096 10,508,036
BRRERKEE Total equity and liabilities 140,264,780 139,657,262

F 13 EFCAR W FBHAREE R

BREZ 80 -

10

interim financial report.

The notes on pages 13 to 64 form part of the unaudited
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HE—FENFNHA=+HIENMEA For the six months ended 30th June, 2008

% B3 Unaudited Consolidated Statement of Changes in Equity

\ —EENE —TTtHF
(Expressed in thousands of Hong Kong dollars B sE AA=1H ANA=TH
(BB T T ST - B55)) unless otherwise stated) Notes  30th June, 2008 30th June, 2007
—R—BZRRERERE Total equity as at 1st January 10,508,036 9,316,723
BRI IE « B4 A4 Unrealised (losses) / gains on revaluation of
HECREEZRER available-for-sale financial assets
(B518),/ Wz net of deferred tax 24 (9,669) 6,313
HEMHIHES R EER Gains transferred from investment
RIRESEHREEEA revaluation reserve to consolidated
e WER 2 W income statement on disposal of
available-for-sale financial assets 24 (1,925) (12,978)
FITTHBEEEFEFA Deferred tax credited to bank premises
BT revaluation reserve 24 4,264 -
EREgE v & Effects of foreign exchange rate changes 24 44 4,147
BEENBRERERARERZESZH  Net expenses recognised directly in equity (7,286) (2,518)
AR 4 F Net profit for the period 937,562 957,110
HNEHR W4 Total recognised income and expenses
for the period 930,276 954,592
HAEEmRZEZRE Dividends declared and approved
during the period 24 (728,760) (588,521)
BERBETEIETL Proceeds on shares issued under
W zE Share Option Scheme 23&24 2,609 2,449
& 8 Bt &l 2 R AR E Share premium under Employee
Incentive Plan 24 6,935 6,935
PARGH B 31T 2 B fn Shares issued in lieu of dividends 23&24 - 60,799
NAZTRZBRRBREE Total equity as at 30th June 10,719,096 9,752,977
HIRE MR s ez Total recognised income and expenses
ANl T for the period attributable to:
ERITREE Shareholders of the Bank 930,836 953,745
DY R R Minority interests (560) 847
930,276 954,592

F13H 2 FEOAE W 1BH A KAEEZH EE

BH#EZ 0 -

The notes on pages 13 to 64 form part of the unaudited

interim financial report.
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FRRBREZ ZEEER SR =3 Unaudited Consolidated Cash Flow Statement

HE_FZN\FNXH=+HIENMEA For the six months ended 30th June, 2008

\ —EENE —TTtF
(Expressed in thousands of Hong Kong dollars B sE AA=1H ANA=TH
(WESFTid)r - S85) unless otherwise stated) Notes  30th June, 2008 30th June, 2007
EEETHMORL),/ Net cash (outflow) / inflow from
MAZIREF58 operating activities 27 () (98,221) 1,315,614
REEE Investing activities
TRBANBRRLENR Payment for purchase of a subsidiary,
HEA RS net of cash acquired - (1,348,448)
BAREEIEHA K¢ Purchase of held-to-maturity and
HEGREE available-for-sale financial assets (4,098,826) (901,194)
HERBOHFEZIMA R Sale and redemption of held-to-maturity
e REE and available-for-sale financial assets 5,499,987 741,249
e NREEER Loan repaid by an associated company 4,285 -
BEAMENEE Purchase of properties and equipment (146,502) (218,512)
HEMEREE Sale of properties and equipment 1,145 23,524
FEEEBmMRA/CGRE)z  Net cash inflow/(outflow) from
I8 £ HEE investing activities 1,260,089 (1,703,381)
BMEEE Financing activities
BiREERE Issue of subordinated liabilities - 3,095,218
1T R TR 2 2% Issue of new shares under Share
Option Scheme 23 2,609 2,449
RN Dividends paid (728,760) (527,722)
T HEEAENE Interest paid on subordinated liabilities (160,594) (104,373)
FREEEMmMORE),/mAZ  Net cash (outflow)inflow from
B FE financing activities (886,745) 2,465,572
RehERESBE LR Increase in cash and cash equivalents 275,123 2,077,805
BekERHAESER Cash and cash equivalents
n—A— B at 1st January 28,500,507 26,697,151
EREE s & Effect of foreign exchange rate changes (1,479) 17,147
BeMERBESER Cash and cash equivalents at 30th June 27 (b) 28,774,151 28,792,103
RINA=TH#&# -_— -_—
BehERBLER 29 Analysis of the balances of cash
and cash equivalents
Be REMRTRZE « AR Cash and balances with banks, central
BTN EM S RERIE banks and other financial institutions 4,225,312 2,807,520
RSB A=EARNEIHz Placements with banks, central banks and
EHERRITRE » AR other financial institutions with an
RITREME RS ToE original maturity within three months 22,297,157 23,045,364
REAHBA=EANZIE Treasury bills with an original maturity
BRES within three months 2,251,682 2,939,219
28,774,151 28,792,103
FERLSERTEHESREH © Cash flows from operating activities included:
EHHIE Interest received 3,269,091 3,456,536
LRSS Interest paid 1,862,809 2,288,658
RS Dividend received 4,810 3,801
F13HZE6AE 7 A N KA B The notes on pages 13 to 64 form part of the unaudited

BH#EZ 557 - interim financial report.
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REBEEZ Z PHA IR & FEE Notes to Unaudited Interim Financial Report

(LUBBEF T 5 - BaEBrsN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

1.

mRER
AZRITAERAR([RRIT) REMBEA
Al (I ARE ) 2 MR BHRE R
REEMARIAARDRES EMARA
(TERRADERz BEERMER - I
TENABAGITMASEMEEG
RRNE3A] R BIFEIRE | 21T

AR EB SRS R EEZ - D RART
ZEREZECEM  MERARITZEBL
ZEMESHR S MERAMBEE S SR
B AeiEfh e BBER TIEERIZE 241057
[ B A% EED S BB 755 B R 1B
E2H EEHSHMELBESTE 2B
U MERTERRECHNFESLE o

KPR BIRE 2 RE - VEREESS
RRE34%; - BREEEHZRRERR
BE B WARSHZEE  AF
S AR ERHE - fAEt RRRE
% BERBEEZEEATRERER

R B E BRENGFLHHERER R
RN - ZMEC R TRASER
“TELERMBRRESUHERLE
ReBEERZBRNZHNERE -
RAETPHMBRR ML TN ERRIER
ERBHREERE BNV BRRAERL
2EER - NEREMEE B ER
HERER BB HREER - HES
AR R BB L BEM I ETRA
BEBREWERZ B -

1.

BASIS OF PREPARATION

The interim financial report of Wing Hang Bank, Limited
(“the Bank"”) and its subsidiaries (collectively “the Group”)
has been prepared in accordance with the applicable
disclosure provisions of the Rules Governing the Listing
of Securities (“Listing Rules”) on The Stock Exchange of
Hong Kong Limited and complies fully with the 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 independent auditor,
KPMG, in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of interim financial
information performed by the independent auditor of
the entity” issued by the HKICPA. KPMG's independent
unmodified review report to the Board of Directors is
included on page 84.

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 2007 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 Reporting
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.

13
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2.
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Notes to Unaudited Interim Financial Report

BASIS OF PREPARATION (Continued)

The financial information relating to the financial year
ended 31st December, 2007 included in the interim
financial report does not constitute the Bank's statutory
financial statements for that financial year but is based on
those financial statements. Statutory financial statements
for the year ended 31st December, 2007 are available
from the Bank’s registered office. The Bank's independent
auditor has expressed an unqualified opinion on those
financial statements in its report dated 18th March, 2008.

The interim financial report of the Group comprises the
financial statements of the Bank and its subsidiaries.
Subsidiaries are consolidated into the consolidated
financial statements from the date that control
commences until the date that control ceases. The interim
financial report also includes the share of results and
reserves of the associated companies.

This interim financial report is prepared on a basis
consistent with the accounting policies adopted in the
2007 annual financial statements.

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.



2. DEBRE®
(a) EHEHBEE)
APBEZEBEETERERESE
T THHRE  WEWEREMAREE
BRI THEERD B EKE

2. SEGMENT REPORTING (Continued)
(a) Business segments (Continued)
Unallocated items mainly comprise the shareholders’
funds, investments in premises and property
investment and other activities which cannot be

& o reasonably allocated to specific business segments.
EERA BRBADRA
Operating income Profit before taxation
BZ2-ZEN\F HE-ZZLF B2-ZE0\F HE-ZZtF
AA=THILE NA=TALE AA=THIL NA=ZTALE
~ER ~EA ~MER ~EA
Six months ended  Six months ended  Six months ended  Six months ended
30th June, 2008 30th June, 2007 30th June, 2008 30th June, 2007
ZERTER Retail banking 1,167,895 1,080,343 688,366 618,929
PERITER Corporate banking 346,558 284,915 182,106 197,198
eSS Treasury 209,608 63,425 187,579 42,668
Hih ¥ Others 68,200 112,611 (51,808) 104,474
ADEER Unallocated 114,220 139,735 88,655 149,752
P U 5 Inter-segment elimination (32,754) (30,603) - -
1,873,727 1,650,426 1,094,898 1,113,021
(b) EH7HE (b) Geographical segments

RE N HERM RN B AR E RS
sy - XA BERRESLH
BERBBARZARITAITAIEL

The information concerning geographical segments
has been classified by the geographical location of
the principal operations of the subsidiaries, or in the

maEls o case of the Bank itself, of the geographical location
of the branch responsible for reporting the results or
booking the assets and liabilities.
=ELIUN ERBEATR A

Operating income Profit before taxation
BECRTN\F  HECTTLF  HECEENF HECTETLF
AAZTAL ~NAZTALE AAZTAL ANAZTRLE
~MEA ~EA ~MEA ~EA
Six months ended  Six months ended  Six months ended  Six months ended
30th June, 2008 30thJune, 2007  30th June, 2008  30th June, 2007
&% Hong Kong 1,572,729 1,455,199 967,284 964,302
R Macau 281,264 255,220 188,268 182,168
HER Mainland China 198,598 129,926 89,775 67,545
Hith Others 7,811 9,393 6,844 7,806
SR I 5 Inter-segment elimination (186,675) (199,312) (157,273) (108,800)
1,873,727 1,650,426 1,094,898 1,113,021
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3. EERA
(a) FEUA

Notes to Unaudited Interim Financial Report

3. OPERATING PROFIT
(a) Interest income

BHECZENF BE_TTLF
~A=t+HL ANA=ZTHIE
~NEA 7~ E A
Six months ended Six months ended
30th June, 2008 30th June, 2007
FMEWARE Interest income arising from:
— AR FEBER — financial assets not
Ba emEE measured at fair value
through profit or loss 2,920,459 3,266,104
—-BERGEE ~ trading assets 58,809 75,607
—EENRTEER ~ financial assets designated
BRemEE at fair value through
profit or loss 129,355 127,864
3,108,623 3,469,575
Hep - of which:
— EREZFIBIA — interest income from listed
investments 235,669 240,695
—ELETMREZFMELA — interest income from unlisted
investments 401,198 501,306
- REEREEFERA — interest income from impaired
financial assets 5,396 3,535
(b) FEZH (b) Interest expense
BZ-ZZIN\F BE-ZZtF
AA=ZtHLE ANA=THLE
~NEA N E A
Six months ended Six months ended
30th June, 2008 30th June, 2007
MEXLIRE - Interest expense arising from:
—EUNTBER — financial liabilities not
BazeraRE measured at fair value
through profit or loss 1,650,869 2,206,432
— “‘é’é’)ﬂ;ﬁ’é{ — trading liabilities 30,500 14,875
—BENAFEBERA — financial liabilities designated
TEI Zi =N at fair value through
profit or loss 116,976 84,054
1,798,345 2,305,361
Hep of which:
—#EBEFNEZH — interest expense from
(PHzF27(a)) subordinated liabilities
(note 27(a)) 160,594 104,373
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ERuEN @

3. OPERATING PROFIT (Continued)

B A (c) Other operating income
ﬁ:t— =5 )\fﬁ Ey T/\JCE
AB=1HIL NA=THILE
~EA ~NEA
Six months ended Six months ended
30th June, 2008 30th June, 2007
RBERAE Fees and commissions
EREELRGE Credit commission and fees 77,536 74,027
EAGERAEREE Credit card related fees 55,826 48,874
BEUHEFREE Trade related fees 41,171 40,469
L ES Insurance commission 30,465 28,302
“;‘,‘;f‘aﬂ ERGE Stockbroking fees 83,405 95,865
fc. ARG E Trust fees 38 41
MEERREE Wealth management fees 58,937 55,275
L Jﬂﬁﬁkﬁﬁﬁéuﬂli\ Other fees and commission
income 78,463 70,855
o RBERASTE Less: Fees and commission
expenses (30,944) (26,491)
394,897 387,217
HNE B B ek (i E3(e)) Gains arising from dealing in
foreign currencies (note 3(e)) 155,590 86,612
Hi BE 8 (FIEE3(e)) Gains on other dealing activities
(note 3(e)) 1,792 1,681
AHEEF FMEMEE  IREWA Dividend income from unlisted
available-for-sale financial assets 3,746 3,621
EHE FTEeRmEEZREWA Dividend income from listed
available-for-sale financial assets 601 35
BEEARLEMIREZBREMA Dividend income from listed
trading investments 727 84
KREME L MSWADHE Rental income from investment
E#FE%261,0007T properties less direct outgoings of
(ZTTLF - B%305,0007T) HK$261,000 (2007: HK$305,000) 6,446 7,129
Hit Others 6,738 24,446
570,537 510,825
Hep of which:
3F?¢f’ﬁj‘§§ﬁ%%§‘}2#? EURFER Net fee and commissions,
SABEZERIAMELY other than amounts included
FIREEN R RS  BIETE in determining the effective
BRI 2 ARSI interest rate, arising from
financial instruments
that are not held for trading
nor designated at fair value
—IREERAS KA — fees and commissions
income 131,811 27,538
-REERAETH — fees and commissions
expenses (12) (1
131,799 127,527
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3. EXEN®
(d) FBEEBEZEREENLFEEZA
Rtz MTRZFER

OPERATING PROFIT (Continued)

(d) Net losses from financial instruments held for
trading and designated at fair value through
profit or loss

BE-EZN\E
AAZTHLE
~EA

Six months ended

30th June, 2008

Notes to Unaudited Interim Financial Report

@i—? ?’ti
NA=THIE
NEA

Six months ended
30th June, 2007

EEMgeRmIAZERR
AEBFER ()

EEARFEEBARRS
ﬁrgﬂlﬂz:"ifﬁ&ﬂiﬁ%ﬂ&ﬁé

(e) FEEYUA

Net realised and unrealised
losses on trading financial
instruments (note 3(e))

Net realised and unrealised
gains on financial instruments
designated at fair value
through profit or loss

(23,766)

(e) Net trading income

16,678
(7,088)
a:t— e )\ﬂi
NA=ZTHLE
~MEA

Six months ended

(38,731)

14,118

(24,613)

HE-ZTTLH
ANA=THLE
~NEA

Six months ended

30th June, 2008 30th June, 2007
HNE B B E (MTEE3(0) Gains arising from dealing in
foreign currencies (note 3(c)) 155,590 86,612
Hi BB EEE (P EE3(0) Gains on other dealing
activities (note 3(c)) 1,792 1,681
EERGERIEA Z%’? Net realised and unrealised
AERFER 3 losses on trading financial
instruments (note 3(d)) (23,766) (38,731)
133,616 49,562
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3. OPERATING PROFIT (Continued)

() EEXxLTH (f) Operating expenses
HE-EEBN\F BE-ZZtF
AA=TAL ANA=THIE
~MEA N E A
Six months ended Six months ended
30th June, 2008 30th June, 2007
EEMAR Staff costs
FekEMESRAK Salaries and other staff costs 444,563 367,795
RIRERIBL A Retirement benefit costs 29,132 23,165
1E & 5B Bl A (H15E27(a)) Employee Incentive Plan
("EIP") costs (note 27(a)) 6,935 6,935
480,630 397,895
T RR B B ARG E Premises and equipment
expenses, excluding
depreciation 75,793 66,423
WE(MF14%27()) Depreciation (notes 14 & 27(a)) 49,319 43,870
Hit Others 121,094 102,491
726,836 610,679
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4. (a) ERRENERHEFTHEEEEZ

4,

(a) Net gains on revaluation of investment

Bl properties and disposal of tangible fixed assets
BE-EEN\F BE-_TTLF
ANA=T+HLE NA=TALE
~MEA NEA
Six months ended Six months ended
30th June, 2008 30th June, 2007
BERENMEREBR NG Unrealised revaluation gains of
investment properties 23,127 7,150
HEBFETEE T/ (BE) Net gains / (losses) on disposal of
tangible fixed assets 112 (5,890)
23,239 1,260

) HETHRHEESHEE Wiz

(b) Gains on disposal of available-for-sale financial

assets

BE-EEN\F
AA=1HILE
~EA

Six months ended
30th June, 2008

HE-ZTLF
NA=ZTHIE
A~EA

Six months ended
30th June, 2007

BAREERHREBEIRER
A (MEE24)

HETHHEESREE P s

20

Net unrealised gains transferred

from investment revaluation

reserve (note 24) 1,925
Net gains on disposal of

available-for-sale financial

assets 41,913

43,838

12,978

26,881

39,859
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5. TAXATION
Taxation in the unaudited consolidated income statement
represents:
BE-_EFN\F BZE-Z2ZtF
/\ﬁ—-I_HJJ: /\ﬂ_—I_E_U:
~MEA 7~ E A

Six months ended Six months ended

30th June, 2008 30th June, 2007

REARIE - BBFEHER Current tax — Provision for
Hong Kong profits tax 128,694 122,743

RHANITE — B M TR Current tax — Provision for
overseas tax 40,673 32,077
B IA Deferred taxation (12,031) 1,091

BEEMNEHEBDRAEERE _TT)N
FRA=THIEANER Z A ERBUE A
ﬁﬁﬁz‘ﬁﬁﬁz—l—ﬁ%ﬂ(:" T+F: R
A TLHR)FE - BIMAEEREAR
SEARBMKEMERRRITREE

Ity
B o
Ft

BRI E
UTAESEREBRREEMREZR
/%\ I*BA#:DE;: ﬁﬁu/uz%g\{ﬁc’

157,336 155,911

The provision for Hong Kong profits tax is calculated at
16.5% (2007: 17.5%) of the Group's estimated assessable
profits for the six months ended 30th June, 2008.
The provision for overseas taxation is provided at the
appropriate current rates of taxation ruling in the countries
in which the relevant units of the Group operate.

6. INTERIM DIVIDEND DECLARED
The following dividend was declared by the Board of
Directors after the balance sheet date and has not been
recognised as a liability at the balance sheet date.

BEZ-EZN\E HE-ZTLF
A~A=1+HILE /\Hf‘Hﬂﬂ:
~MEA N E A

Six months ended Six months ended

30th June, 2008 30th June, 2007
1£295,044,3800% 7 i@ Interim dividend declared of
(ZZT+F 1 294,929,380k )5+ & HK$0.96 (2007: HK$0.96)
Rk HAR S B RE R LA per ordinary share
(ZZZTLF  BEAAKN) on 295,044,380 shares
(2007: 294,929,380 shares) 283,243 283,132
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7. BRER
BREABFDREEZE-_ZENF A
_+E¢AMH$$ﬁk$ﬁ S 2m 7

75 1938,122,000C ( T L F - ,%mz
956 263,0007T) RN ZHAEI 2 BT E @R
2 INHE 19 £0294,995, 149Hx(_ T+
% 1 294,384,636/% )7

7. EARNINGS PER SHARE

Notes to Unaudited Interim Financial Report

The calculation of basic earnings per share is based on
profit attributable to the Bank’s shareholders for the six
months ended 30th June, 2008 of HK$938,122,000
(2007: HK$956,263,000) and on the weighted average
number of ordinary shares of 294,995,149 shares (2007:
294,384,636 shares) in issue during the period.

—A—RZBETERRAS
NBRRBETRO 232
BETERRRECTE

RETEBRELRAN
I

22

—EENE “EELF
AA=ZTH ~NA=TH

30th June, 2008 30th June, 2007
FREE—T2 BREE—TZ
88 BeuE
Number of shares Number of shares

of HK$1.00 each

of HK$1.00 each

Issued ordinary shares at

1st January 294,964,380
Effect of shares issued in lieu

of dividends -
Effect of share options exercised 30,769
Weighted average number of

ordinary shares used in

calculating basic earnings

per share 294,995,149

294,220,500

132,644
31,492

294,384,636



BRENZ
BRESRFNIBEEE-_ST\F A
ZHBERNEARRITREES ZEF
7E1938,122,000 L ( —EEF : B
956,263,0007T ) KR #% B B B 1T L B
Z N5 $0297,782,590 (T Z +
F:297,161,2200)5T 8 - WHAAEER
BERN 2 EE%2,787 441K (T T+
F :2,776,5840%) T

7. EARNINGS PER SHARE (Continued)
The calculation of diluted earnings per share is based
on profit attributable to the Bank’s shareholders for the
six months ended 30th June, 2008 of HK$938,122,000
(2007: HK$956,263,000) and on the weighted average
number of ordinary shares of 297,782,590 shares (2007:
297,161,220 shares) in issue during the period after
adjustment for the effect of all dilutive potential ordinary
shares of 2,787,441 shares (2007: 2,776,584 shares).

e BB REARN 2 BN
95

AR R TE 2 SRR &)

WRATE BEEES

e EEREEAN T RN
55

RERFRBTEAR  PRETRHE
i & B SRR

Weighted average number of
ordinary shares used in
calculating basic earnings
per share

Deemed exercise of Share
Option Scheme

Deemed exercise of EIP

Weighted average number of
ordinary shares used in
calculating diluted earnings
per share

—EENF ZTTLEF
NA=TH ~NA=ZTA
30th June, 2008 30th June, 2007
SREE—T2 SREE—T2
ihaniE 4= R EE

Number of shares
of HK$1.00 each

Number of shares
of HK$1.00 each

294,995,149

612,721

2,174,720

297,782,590

294,384,636

605,726
2,170,858

297,161,220

8. CASH AND BALANCES WITH BANKS, CENTRAL
BANKS AND OTHER FINANCIAL INSTITUTIONS

RE ek
IR RRTT
FRRITRE

Cash balances
Balances with central banks
Balances with banks

—EENE “ETLF
~A=tH +ZA=t+—H
30th June, 2008 31st December, 2007
488,023 595,500
1,513,318 1,338,476
2,536,266 1,372,791
4,537,607 3,306,767
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10.

24

ERERRITEE - PRB|ITREM

9. PLACEMENTS WITH BANKS, CENTRAL BANKS AND

S RIEIBRUE OTHER FINANCIAL INSTITUTIONS
—EBENE “ETLF
~A=tH +-A=1+—H
30th June, 2008 31st December, 2007
EMFERERITRIE Placements with banks 23,325,681 28,942,740
BEERREE 10. TRADING ASSETS
—EENE “ETLF
AB=1H +-RA=+—H
30th June, 2008 31st December, 2007
ESES Debt securities:
AEL™ Listed in Hong Kong 111,573 119,928
JEET Unlisted 212,245 206,369
323,818 326,297
AELTIRE Equity securities listed
in Hong Kong 64,428 33,393
EEREEHBE Total trading securities 388,246 359,690
EERRITESRTI A FATEE Positive fair values of derivative
financial instruments held
for trading 669,176 675,067
1,057,422 1,034,757

BEMRERRZHFOT

Trading securities analysed by counterparty are as follows:

—EENE
~A=1H

“ETF
+-A=1+—8

30th June, 2008 31st December, 2007

BT -
ELER
RERE
RITAIZE
13

Issued by:
Sovereigns

Public sector entities

Banks
Corporates

80,469
860
153,533
153,384

388,246

80,678
450
139,770
138,792

359,690



11.

EEAQXFEESAESEZERMEE

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

—EBENE —EE+F
~A=tH +-A=1+—H
30th June, 2008 31st December, 2007

ERES
KBLM
AL
S

HENAFEERAREZ EREERS
HFMT

Debt securities:
Listed in Hong Kong 47,295 -
Listed outside Hong Kong 1,004,818 718,829
Unlisted 3,352,000 5,981,456

4,404,113 6,700,285

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

—EEN\E “ETLE
~A=1H +-A=1+—H
30th June, 2008 31st December, 2007

BITHE
RERE
RITAIZE
13

Issued by:
Public sector entities 514,241 518,110
Banks 1,307,874 3,007,038
Corporates 2,581,998 3,175,137

4,404,113 6,700,285
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12. RF2EBRREMERIE

26

(a) BEFZE#REMKE

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

—EBENE —EE+F
~A=tH +-A=1+—H
30th June, 2008 31st December, 2007

REEZEE

REERZ ERIREEES
(BiEE12(d))

BN BERELERE
(BtzE12(d))

REEZFE

RITAR 2B
EAEFAR

FERTAS R E A AR IR

HrRgiTEeRIAZ
EAYEE

Gross advances to customers 81,439,673 74,573,779
Individual impairment

allowances for impaired loans

and advances (note 12(d)) (125,220) (105,976)
Collective impairment

allowances for loans and

advances (note 12(d)) (131,993) (135,987)
Net advances to customers 81,182,460 74,331,816
Advances to banks - 93,920
Customer liability under

acceptances 534,873 521,042
Accrued interest and

other accounts 1,620,342 1,828,424

Positive fair values of
derivative financial instruments
held for hedging 9,197 783

83,346,872 76,775,985



12. EEZERREHMEREZ)
(Continued)

(b) FFEFZIT¥78E (b)
sectors

HFPERZTREERNREZETERZ

Rgn B RAEREREZE

12. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

Advances to customers analysed by industry

The information concerning advances to customers
o by industry sectors is prepared by classifying the

advances according to the usage of the advances and
is stated gross of any impairment allowances.

—BEN\FXA=1H

“PRLET- AR

30th June, 2008 31st December, 2007
XEEY®E  HERFER EFERLE  AERFER

Gross advances  Impaired advances

Gross advances  Impaired advances

to customers to customers to customers to customers
EERERAZER Advances for use in Hong Kong
T% BEREH Industrial, commercial
and financial
N EL — Property development 709,001 - 467,348 -
—MERE — Property investment 15,776,717 50,661 12,752,571 21,882
— ISR - Financial concerns 963,168 - 1,491,123 -
-RELL - Stockbrokers 235,061 - 322,990 -
— BT ER - Wholesale and retail trade 904,520 24,054 757,592 18,695
— Bl - Manufacturing 1,394,591 44,866 1,257,800 46,910
- ERRERRE — Transport and transport
equipment 6,266,314 9,699 5,837,444 10,256
— &R - Information technology 3,879 - 1,891 -
-REEWLER - Share financing 368,229 - 244,301 -
—REEE ~ Recreational activities 14 - - -
—Hft - Others 3,333,802 10,629 3,239,171 34,222
A Individuals
-BE[EEEHEE] . - Advances for the purchase
[FAKBE2E of flats in Home Ownership
EE:E R Scheme, Private Sector
[HEBEE Participation Scheme and
REIBESS= Tenants Purchase Scheme
RETEIEF L or their respective
B successor schemes 2,711,478 2121 2,200,965 2,089
-BEAMET — Advances for the purchase
NEER of other residential
properties 17,117,079 20,477 16,811,653 29,196
~-EREER — Credit card advances 330,738 2,919 373,577 2,741
—Efth - Others 4,503,261 33,312 4,387,380 42,439
54,617,852 198,738 50,145,806 208,480
EFmE Trade finance 3,774,051 74,297 3,283,349 20,636
EEEUIMER Advances for use outside
&% Hong Kong
—FRE Rt - Mainland China 13,878,211 102,787 12,082,546 67,937
— B - Macau 9,159,757 29,806 9,052,217 28,084
—Htt - Others 9,802 - 9,861 -
23,047,770 132,593 21,144,624 96,021
81,439,673 405,628 74,573,779 325,137
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12. EF 2 EBRKEMEREZ)

(c) BEZEFEN
BEZEFPERER  HERmmE
FAERIRERE BT -

12. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS
(Continued)
(c) Impaired advances to customers
The gross impaired advances to customers, market
value of collateral held with respect to such advances
and individual impairment allowances are as follows:

—EEN\E “ETLE
~A=1H +-A=1+—H
30th June, 2008 31st December, 2007

REEPERZERRTE

(LIRS

BIEZ BPEFEZERIFHE - AR
EEBLRERNcFEREEE -
AT M ER KRR N 25 2 F R (E
R BHE R FHS 2 RUEZER - Mzl
HRIBEENERER -

RZZEZENFA=Z+ER-TEL
F+-A=+—H AEEEFRT
R 2HEF  WEREBERITRE
B INERBERIRE LR o

28

Gross impaired advances
to customers

Gross impaired advances
to customers as a
percentage of total
advances to customers 0.50% 0.44%

Market value of collateral held
with respect to impaired

405,628 325,137

advances to customers 255,408 197,662
Individual impairment
allowances 125,220 105,976

Impaired advances to customers are individually
assessed loans with objective evidence of impairment
on an individual basis. Individually assessed impairment
allowances were made after taking into account the
net present value of future recoverable amounts in
respect of such loans and advances, and the collateral
held mainly comprised properties and vehicles.

There are no impaired advances to banks nor individual
impairment allowances made on advances to banks as
at 30th June, 2008 and 31st December, 2007.



12. EFzERREHMEREEZ
(d) EFZhE2EE

12. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS
(Continued)
(d) Impairment allowances for loans and advances

BE-ZEN\FARA=THLAER

Six months ended
30th June, 2008
(&1l B A&t
Individual Collective Total
“ET)\F-H—HBEH® At 1st January, 2008 107,479 136,263 243,742
g Additions 76,874 7,219 84,093
[o] Releases (27,605) (11,291) (38,896)
SLVACIN) Net charged/(credited) to
AR REE consolidated income
statement 49,269 (4,072) 45,197
EFRERLIT Unwind of discount of
& loan impairment loss (2,921) - (2,921)
WEAFEHEk Recoveries of advances
BR written off in prior years 9,389 - 9,389
HIR Amounts written off (36,775) - (36,775)
—EEN\FAR=THER At 30th June, 2008 126,441 132,191 258,632
BETIERZ Representing impairment
REEE - allowances for;
BHEE Trade bills 1,221 198 1,419
REZEFZ(MHE120) Advances to customers
(note 12(a)) 125,220 131,993 257,213
126,441 132,191 258,632

29



KB Bz P HAB IR & M EE Notes to Unaudited Interim Financial Report

12. EFEZ2ERRHMERIE ) 12. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS
(Continued)
(d) BHZHEEEFE (d) Impairment allowances for loans and advances
(Continued)

HE-TRLET-A+-ALEE

Year ended
31st December, 2007
{5 B BE
Individual Collective Total
“ZEHE-A-BEH At 1st January, 2007 9,672 169,002 265,674
AlERBRRMEE Additions through acquisition
of a subsidiary 4,167 35,505 39,672
peigE Additions 130,888 5,037 135,925
[o] Releases (61,114) (73,281) (134,395)
ST VACIN Net charged/(credited) to
GANERTFE consolidated income
statement 69,774 (68,244) 1,530
SRR ERATN Unwind of discount of
(o loan impairment loss (9,281) - (9,281)
WEAFEMER Recoveries of advances
B written off in prior years 38,198 - 38,198
ERMER Amounts written off (92,051) - (92,051)
“EELETA=THER At 315t December, 2007 107,479 136,263 243,742
BETIERZ Representing impairment
HEER allowances for:
Z25E5 Trade bills 1,503 276 1,779
REZER(H12a) Advances to customers
(note 12(a)) 105,976 135,987 241,963
107,479 136,263 243,742
(e) WKEEE (e) Repossessed assets

R-_ZEZENFXA=1H "  F5H
EERBEFPERZNEEE BB
22,746,000 T ( —EZE+F+ - A
=+—H : #%23,317,0007T) °
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At 30th June, 2008, repossessed assets obtained as
securities for advances to customers are HK$22,746,000
(31st December, 2007: HK$23,317,000).



13. BRZIMARTHREESREE

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

FINANCIAL ASSETS

—EEN\F “ERLF
~A=1H +=-HA=+—H
30th June, 2008 31st December, 2007
BEZIEA 2 ERES Held-to-maturity debt securities:
ABELET Listed in Hong Kong 80,361 81,481
EY ) Listed outside Hong Kong 639,277 266,302
719,638 347,783
JEEm Unlisted 4,147,858 8,422,974
4,867,496 8,770,757
Hep: of which:
B RS Treasury bills 2,624,031 2,893,910
HirBEIHA v EBES Other held-to-maturity
debt securities 2,243,465 5,876,847
4,867,496 8,770,757
AIIEE 7 BB E Available-for-sale debt securities:
BT Listed in Hong Kong 245,593 -
=R il Listed outside Hong Kong 5,774,348 6,205,624
6,019,941 6,205,624
JEET Unlisted 8,315,110 3,768,366
14,335,051 9,973,990
Hep: of which:
T 2 R 5GE Certificates of deposit held 2,169,043 45,005
Hin [ HEE  ERESR Other available-for-sale
debt securities 12,166,008 9,928,985
14,335,051 9,973,990
A E Z BE Available-for-sale equity securities:
VN Listed in Hong Kong 42,659 62,614
/i?l\J:m Listed outside Hong Kong 45,263 -
87,922 62,614
LM Unlisted 84,528 84,527
172,450 147,141
14,507,501 10,121,131
19,374,997 18,891,888
BEZI A EMEBERZ Market value of listed
miZEE held-to-maturity debt securities 717,365 351,708
BEEI A ZELMERERZ Fair value of unlisted
NYEE held-to-maturity debt securities 4,150,400 8,425,115
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13. BEZAMARTHEEEREE S
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REZIMAREZRZHUF O -

13. HELD-TO-MATURITY AND AVAILABLE-FOR-SALE
FINANCIAL ASSETS (Continued)
Held-to-maturity investments analysed by counterparty are

as follows:

—EENF e 2

~B=tH +-A=1+—H

30th June, 2008 31st December, 2007

BEITHLRS - Issued by :

BHEE Sovereigns 2,624,031 2,893,910
NEHE Public sector entities 443,166 231,919
RITRE Banks 681,935 4,859,769
% Corporates 1,118,364 785,159

ARHESREELXSHF AT

4,867,496 8,770,757

Available-for-sale financial assets analysed by counterparty
are as follows:

—EENE e 2
~B=tH +-A=1+—H
30th June, 2008 31st December, 2007

BT -
BEHEE
RERE
RITRAZE
1S3

Issued by :
Sovereigns 7,874 8,028
Public sector entities 106,188 106,840
Banks 12,657,895 8,688,747
Corporates 1,735,544 1,317,516

14,507,501 10,121,131



14. EFEEEE

14. TANGIBLE FIXED ASSETS

BZ-ZENEAA=TAHLANEA

Six months ended
30th June, 2008
BT
B
REME BITITIE Bank premises
Investment Bank B and B3
properties premises Equipment equipment Total
A Cost or valuation 286,898 1,654,784 728,086 2,382,870 2,669,768
“TT\F-A—A%H  Atlstanuary, 2008
NE Additions - 79,082 67,420 146,502 146,502
e Disposals - - (13,935) (13,935) (13,935)
HRENEFERE Transfers from
BATITIE investment properties
to bank premises (16,425) 16,425 - 16,425 -
BhBH% Surplus on revaluation 23,127 - - - 23,127
“ZE\EXA=H  At30th une, 2008 293,600 1,750,291 781,571 2531862  2,825462
e
FRBEZHASIEE  The analysis of cost or valuation of the above assets is as follows:
AT :
B At cost - 1,356,689 781,571 2,138,260 2,138,260
f&E At valuation
—“TEN\E 2008 293,600 - - - 293,600
—WNEE 1990 - 357,888 - 357,888 357,888
—NJNE 1989 - 9,347 - 9,347 9,347
—NW\EE 1984 - 26,367 - 26,367 26,367
293,600 1,750,291 781,571 2,531,862 2,825,462
HERHE Accumulated depreciation
—EZ\F—H—H#&8 At st January, 2008 - 168,604 471,696 640,300 640,300
Hm iR (IEE3) Charge for the period
(note 3(f)) - 13,735 35,584 49,319 49,319
HERB Written back on disposals - - (12,902) (12,902) (12,902)
“E2Z\FEARAZTH At 30th June, 2008 - 182,339 494,378 676,717 676,717
&8
BREFE Net book value
“EZ)\EA=1H At 30th June, 2008 293,600 1,567,952 287,193 1,855,145 2,148,745
&%
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14. BEEEE®)

14. TANGIBLE FIXED ASSETS (Continued)

HE-_ETLFE+-A=1-HItFE
Year ended 31st December, 2007

|ITITHE
B
BEME RITITIE Bank premises
Investment Bank B and A
properties premises Equipment equipment Total
KA hHE Cost or valuation
“ETHE-F—H&#% At lstJanuary, 2007 258,390 1,603,191 631,099 2,234,290 2,492,680
NE Additions
— B AR - through acquisition
of a subsidiary - - 17,077 17,077 17,077
—HEfp - others - 306,521 119,982 426,503 426,503
HeE Disposals (10,380) (268,775) (40,072) (308,847) (319,227)
ARENMEERE Transfers from
BATITIE investment properties
to bank premises (14,560) 14,560 - 14,560 -
ERRIEEE Exchange adjustment - (713) - (713) (713)
AR Surplus on revaluation 53,448 - - - 53,448
e At 31st December, 2007 286,898 1,654,784 728,086 2,382,870 2,669,768
=t+—B#&H
PEEZHRASEE  The analysis of cost or valuation of the above assets is as follows:
AT :
A At cost - 1,261,182 728,086 1,989,268 1,989,268
fhfE At valuation
“TTtF 2007 286,898 - - - 286,898
—NWNEF 1990 - 357,888 - 357,888 357,888
wiPAVIE:S 1989 - 9,347 - 9,347 9,347
—NW\EE 1984 - 26,367 - 26,367 26,367
286,898 1,654,784 728,086 2,382,870 2,669,768
FEZE Accumulated depreciation
“ETF—-A—HEH  AtlstJanuary, 2007 - 175,350 423,542 598,892 598,892
FyEREARMmEN  Addition through
acquisition of a subsidiary - - 15,719 15,719 15,719
FRERE Charge for the year - 25,449 65,067 90,516 90,516
HERB Written back on disposals - (32,195) (32,632) (64,827) (64,827)
i o At 31st December, 2007 - 168,604 471,696 640,300 640,300
=t—RE&H#
FREE Net book value
eSS o At 31st December, 2007 286,898 1,486,180 256,390 1,742,570 2,029,468
=+—RE#
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15.

16.

17.

BE 15. GOODWILL
BEEZ-EZN\E BHE_ZZ+HF
ANA=tALE +ZA=+—Hit
~EA FE
Six months ended Year ended
30th June, 2008 31st December, 2007
AR Cost
—R—B#&# At 1st January 1,307,600 848,592
PR B A Rl s A Addition through
acquisition of a subsidiary - 459,008
NA=TR/+T-A=1+—BR#&H At 30th June/31st December 1,307,600 1,307,600
ZETRERX Accumulated impairment loss
NA=TR/+ZR=1—H&% At 30th June/31st December 1,170 1,170
REFE Net book value
NA=TR/+-RA=1+—H&#% At 30th June/31st December 1,306,430 1,306,430

BITRR PRB|ITRECEHER
IR

16. DEPOSITS AND BALANCES OF BANKS, CENTRAL
BANKS AND OTHER FINANCIAL INSTITUTIONS

—EEN\F “TTLF
AA=1H +-HA=1+—H
30th June, 2008 31st December, 2007
hmARIRITZER Deposits from central banks 108,515 1,691
RITRIZEZTER Deposits from banks 1,090,745 2,816,023
1,199,260 2,817,714

BEFZEX 17. DEPOSITS FROM CUSTOMERS
—EEN\F “ETF
AA=1H +=—HA=+—H
30th June, 2008 31st December, 2007

HEER LA RS Demand deposits and

current accounts 12,229,392 11,718,115
BEFR Savings deposits 17,667,959 16,893,269
EHERRBAER Time, call and notice deposits 87,903,081 85,357,602
117,800,432 113,968,986
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18.

19.

20.
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ERITZERE

18. CERTIFICATES OF DEPOSIT ISSUED

—EENE “EELF
~A=tH +ZA=t+—H
30th June, 2008 31st December, 2007

NEHER AR 2 ERITHENE

EEARFEESARR CCET
HERMERE

EERARERE
BEMGABRREERGIIEERTIAYL
BRYVEE-

HitbfRIER &

Certificates of deposit issued

(at amortised cost) 1,050,000 2,014,984
Structured certificates of
deposit issued designated
at fair value through
profit or loss 1,039,948 1,294,220
2,089,948 3,309,204

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

20. OTHER ACCOUNTS AND PROVISIONS

—EENE e 2
~B=tH +-A=1+—H
30th June, 2008 31st December, 2007

HHRRITEeRIAZAATEE

D AR
HA R IR A F S

Negative fair values of

derivative financial
instruments held
for hedging 14,840 15,052
Acceptances outstanding 534,873 521,042
Other payables and
interest payable 1,499,615 1,750,552
2,049,328 2,286,646



21. #EEE 21. SUBORDINATED LIABILITIES
“EENE “ETLE
~A=1H +=ZR=+—H

30th June, 2008 31st December, 2007

ARS8 AKX N5 T8 2 325,000,000 7T
5.25% & ERREE

US$325 million 5.25%
subordinated guarantee notes,

measured at amortised cost 2,535,065 2,535,747
BEAATEEFSABGTE US$400 million 6.00%
2400,000,000% T step-up perpetual subordinated
6.00% FFHKARIERE notes, designated at fair value
through profit and loss 2,774,029 3,123,142
5,309,094 5,658,889

RZEZE=F  ARTE-EWNZ2ENE
8172 A]Wing Hang Financial Holdings(BVI)
Limited # 17 2 M B8 ¥ 2,535,065,000 T
(325,000,000 70 ) EFETE AR i&ﬁMM?A
EiE o AEZBIAFER525%ME RS
E_ZEZ\J\EJrHJrH , @Hwﬁé’é‘ﬁ%ﬂ‘m
BERFELNZSEE  AFEBERAR
ZEBEERSEENEL275%:TE » AR
1T A1 N R AT B 3 R 28 5% B A 5 Dot 8
R ETMZEBTRN ZARIEA © %
SEREN_E-=F+ATHFH-

R-ZEEL+FEMA+NE @ RETETER
{B%%3,125,520,0007T(400,000,0003 7T ) &
FEBKX ﬁ§$m*ﬂﬂﬁé@mﬁozﬁ
BAFE600%MTERE  EE - —+
FMA+NE  EEMANRT ﬁ%&hi
BOZEEE  AFBBRBBIBITRER
BINEB185%F 858 « ZEZBERHM
WEEZGHLET - NZEENF A=
H 2EEBEEERBY?, 774,029,000
T(ZEZtF+-_A=+—H: &%
3,123,142,0007T) °

NZBENFSA=Z1TH KEBZEHKA
BREZEREERREZMERAFEER
g ERYERE ﬁ%463,366,000ﬁ(:;2%@
+F+=-A=+—8 : #%112,922,0007T) °

In 2003, Wing Hang Financial Holdings (BVI) Limited, a
single purpose wholly-owned finance subsidiary of the
Bank, issued subordinated notes qualifying as tier 2 capital
with face value of HK$2,535,065,000 (US$325,000,000).
The notes bear interest at fixed rate of 5.25% per annum
until 10th October, 2008 and will be reset at the US
Treasury Rate plus 2.75% per annum if the notes are
not early redeemed at the option of the issuer. The Bank
unconditionally and irrevocably guarantees all amounts
payable under the notes which are listed on the Singapore
Exchange Securities Trading Limited. The notes will mature
on 10th October, 2013.

On 19th April, 2007, the Bank issued step-up perpetual
subordinated notes qualifying as tier 2 capital with face
value of HK$3,125,520,000 (US$400,000,000). The notes
bear interest at fixed rate of 6.00% per annum until 19th
April, 2017 and are floating at LIBOR plus 1.85% per
annum thereafter if the notes are not early redeemed at the
option of the Bank. The notes are listed on the Singapore
Exchange Securities Trading Limited. The carrying amount
of the notes as at 30th June, 2008 is HK$2,774,029,000
(31st December, 2007: HK$3,123,142,000).

At 30th June, 2008, the accumulated amount of the change
in fair value attributable to change in credit risk for the
step-up perpetual subordinated notes is HK$463,366,000
(31st December, 2007: HK$112,922,000) for the Group.
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AT 2BENBERROFTNZENEE B R

ERETHREINT

22. MATURITY PROFILE
The following maturity profiles of the assets and liabilities
are based on the remaining periods to repayment at the

balance sheet date.

“EENERAZTA
30th June, 2008

gE
RERENETREE
PABITR

A ERRRIE
EHRREAR
RRETR
SRR
E5%E
HEMRAE
ERAAFRESARS
LEHAE
EPZEH(HiE120a)
FREHERR
RHESRHAR
EfEE

gz

af
BOAR  PRETR
EHERER N

B
BRI
EERRAR
REAR
B8R

gak
AE/(Af)52E

LR
FBE
~BEEALHE
SHEER
ERES
-BREEERGEEN
~BEEERMLT
EEARE
SHEER
~-BREEALHE
SHEER
-BAEREEIER
RER

Assets

Cash and balances with banks,
central banks and other
financial institutions

Placements with banks,
central banks and other
financial institutions

Trade bills

Trading assets

Financial assets designated

at fair value through profit or loss
Advances to customers (note 12(a))
Held-to-maturity and

avalable-for-sale financial assets
Other assets

Total assets

Liabilities

Deposits and balances of banks,
central banks and other
financial institutions

Deposits from customers

Certificates of deposit issued

Trading liabiliies

Subordinated liabilities

Other liabilities

Total liabilities
Net assets / (liabilities) gap

of which:
Certificates of deposit held
~included in avalable-for-sale
financial assets
Debt securities
- included in trading assets
~included in financial assets
designated at fair value
through profit or loss
~included in avalable-for-sale
financial assets
- included in held-to-maturity
investments

RANE 3EANE  1EBE

B3EAR  E1ER {BSER

QOver QOver QOver

PEEZR 1EER Tmonth  3months Tyear  SEBLE

Repayable ~ Within 1 butwithin  butwithin  but within QOver B A
on demand month 3 months 1 year 5 years Syears  Undated Total
4,537,607 - - - - - - 4531607
- 2090299 2212851 209,861 - - - 23,325,681
4891 231,791 190,190 39,719 - - 11664 522,325
- 455 79 80,014 243,210 - 733,604 1,057,422
- 78042 764300 124,088 2,496,158 941,525 - 4408113
2731430 4364376 5891488 12,151,604 27,298,347 28406927 332,288 81,182,460
- 2304228 2966768 5455794 8105609 330,149 172,449 19,374,997
8594 1383300 286,589 173390 223,945 661 3,783,696 5,860,175
7332592 29,305,161 12,312,265 18234470 38367329 29,679,262 5,033,701 140,264,780
312825 638473 164,929 83,033 - - - 1,199,260
29,739,483 60,936,114 20,037,764 6,514,337 572,643 9 - 117,800,432
- - 543686 1,251,692 294,570 - - 2,089,948
- - - - - - 643040 643,040
- - - - - 2535005 2,774,029 5,309,094
- 1451615 286090 593,019 99,031 - 74,155 2,503,910
30,052,308 63,026,202 21,032,469 8,442,081 966,244 2,535,156 3,491,224 129,545,684
(22,719,716) (33,721,041) (8,720,204) 9,792,389 37,401,085 27,144,106 1,542,477 10,719,096
- - - 1854249 314,79 - - 2,169,043
- 455 19 80,014 243270 - - 323818
- 78,042 764,300 124,088 2,496,158 941,525 - 4404113
- 1025026 1033533 2958540 6,818,760 330,149 - 12,166,008
- 1319201 1933234 643005 972,056 - - 4,.867,49
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22. MATURITY PROFILE (Continued)

“EEET-AZT-H
31st December, 2007

gE

RERFREARAE
PRBITR
S RBRETER

EHRREAR
RRETR
EHERERIE
E5%E

HEMRAR

ML FEERAER
LEHEE

ZP &R (M 1206)

FIRERAGZEER
ZEFR(HE12a)

RREEERR
RHECHAR

EftEE

gE

8f
BiRE  PRETR
RS RBE LA

EF LR
BRI
EEMERE
kEaE
E8E

gaf
AE/(BfE)#EE

£
fchag
~BERTRHEE
SHEERN
EBES
-OREEERREER
-BEEEEIAT
AN
SHEERN
-BEETHEE
SHEERN
-REEBE25EA
L

Assets
Cash and balances with banks,
central banks and other
financial institutions
Placements with banks,
central banks and other
financial institutions
Trade bills
Trading assets
Financial assets designated
at fair value through profit or loss
Advances to customers (note 12(a))
Advances to banks and other
financial institutions (note 12(a))
Held-to-maturity and
avalable-for-sale financial assets
Other assets

Total assets

Liabilities

Deposits and balances of banks,
central banks and other
financial institutions

Deposits from customers

Certificates of deposit issued

Trading liabiliies

Subordinated liabilities

Other liabilities

Total liabilities
Net assets / (liabilities) gap

of which:
Certificates of deposit held
~included in available-for-sale
financial assets
Debt securities
- included in trading assets
~included in financial assets
designated at fair value
through profit or loss
~included in available-for-sale
financial assets
—included in held-to-maturity
investments

WEAME 3EAME  1ENE

B3EAR  BIER  (ESEA

Over Over QOver

FEEZR  1fEEA Tmonth  3months Tyear  SEBLE

Repayable  Within 1 butwithin  butwithin  but within QOver EHH &3
on demand month 3 months 1 year 5 years Syears  Undated Total
3,306,767 - - - - - - 3,306,767
- 3511683 4685853 745204 - - - 28942,740
49,691 173600 111,304 11,162 - - 17,788 363,545
- - - 80,75 245541 - 708460 1,034,757
- 4838 51,400 129465 3384557 1,927,838 - 670028
2838531 4583200 4746458 9479560 25840193 26710494 133378 74331816
- - - 15,897 78,023 - - 93,920
- 1537744 1,995,124 4386072 9674701 1,151,106 147141 18,891,888
6880 1606083 330635 122910 242857 190 3,681,989 5991544
6,201,869 31,454,150 11,920,774 16,136,213 39465872 29,789,628 4,683,756 139,657,262
158495 1187598 49125 902,409 77,90 - - 2817714
28342,797 65739105 14791481 4502060 593,543 - - 113,968,986
- 200189 1315275 888724 903,016 - - 3309204
- - - - - - 765344 76534
- - - - - 2535741 3123142 5,658,889
- 1570646 296946 607,785 90,444 - 63268 2,629,089
28501292 68699538 16894954 6900978 1664963 2,535,747 3,951,754 129,149,226
(22,099423) (37,45388) (4,974,180) 9,235,235 37,800,909 27253881 737,002 10508036
- - 19,998 25,007 - - - 45005
- - - 80,756 245541 - - 326297
- 4838 51,400 129465 3384557 1,927,838 - 670028
- 3NS5 520529 3388331 5487879 220674 - 992898
- 126173 1454597 972,733 4186823 930431 - 8710757
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R 23. SHARE CAPITAL
—EENE —ETLE
AA=TH +-A=t+—H
30th June, 2008 31st December, 2007
TR AN - Authorised:
450,000,000/% ( ZZZ+4F : 450,000,000/%) 450,000,000 (2007
GBS — 7 L@k 450,000,000) ordinary
shares of HK$1.00 each 450,000 450,000
BE-SE\F  HE-TTLF
AA=tHL +-A=+—HIt
~MER FE
Six months ended Year ended
30th June, 2008 31st December, 2007
B - Issued and fully paid:

—A—B#&#
MRS BIT 2B

BB B BT 2D

295,044,380/% (—ZZ+1F : 294,964,380%)
FREE—T 2 TR

At 1st January 294,964
Shares issued in lieu of

dividends -
Shares issued under

Share Option Scheme 80

295,044,380 (2007:
294,964,380) ordinary

shares of HK$1.00 each 295,044

294,221

648

95

294,964



23. BA&(E)

(a)

B E
BE_ZTN\FXRA=THIXEAR -
BERBREAE BT 2EBRRD A
80,000/ (HE—TZ+F+_A=1—
BIEFEE : 950008%) ' EEEAEK
2,609,000 (HE=-_ZTZE+F+=HA
=+—HIFE : #£%3,982,2507T) °
HAjE#80,000t(BE-SSLF+=
A=+—BItFE : %&%95,000T)ER
PR AGEER © SREUE#2,529,0007C (B &
“ES+E+ A=+ —HIEFE B
ﬁ%smszAW%Ah$mf%W

23. SHARE CAPITAL (Continued)
(a) Share Option Scheme

During the six months ended 30th June, 2008,
options were exercised to subscribe for ordinary
shares of 80,000 shares (year ended 31st December,
2007: 95,000 shares) in the Bank at a consideration
of HK$2,609,000 (year ended 31st December, 2007:
HK$3,982,250) of which HK$80,000 (year ended
31st December, 2007: HK$95,000) is credited to
share capital and the balance of HK$2,529,000 (year
ended 31st December, 2007: HK$3,887,250) is
credited to the share premium account. At balance
sheet date, the terms and conditions of unexpired and

REER - KRB RKRITE 2 RIRER unexercised share options are as follows:
ZmT
—EENE —TTAEF
AA=1H +ZA=+—H
30th June, 2008 31st December, 2007
KT RIRER 1T1EfE BRin g8 RinE R
Date of options granted Exercise price Number of shares Number of shares
BT
HK$

10/03/2001 23.60 150,000 150,000
15/03/2002 26.30 90,000 120,000
14/01/2003 25.80 40,000 40,000
14/03/2003 26.50 70,000 100,000
21/05/2004 43.80 300,000 300,000
14/01/2005 51.25 180,000 200,000
28/01/2005 50.25 80,000 80,000
910,000 990,000
BRBERRET X T2 BRREAINE T The options granted under the Share Option Scheme
AE—BEFEEETEFRNTE - WA will be exercisable between the first and the tenth
BREBRNETEDRZU - anniversaries of the date of grant, and settled by

RZEBEENFNA=Z1THRHERITEZ
R 2 IEF TR E LT AE5.19
F(ZEZZELF+-H=+—H : 566
F)e

physical delivery of shares.
The options outstanding at 30th June, 2008 have a

weighted average remaining contractual life of 5.19
years (31st December, 2007: 5.66 years)
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23. BA&(&)

(b) ESZETE
AEEREEE BB EANERERT
ETRERERE  UBAKRITZLR
B o BRI IBEE IR TR EEEE —
TEA NEZERTEBUINES
REWFETIRE RN EE - N4
MBHFEEHRNIET RERKTH
HRAFNBEEEETEE  BATZ
BALLAR :

Sk

&Y Rt BE
BYRHEstiBF
&Y Rt VBF
KT BHE BE
&y R HBF

RZZZNFAA=1+H REESR

23. SHARE CAPITAL (Continued)
(b) EIP

The Group grants awards at no consideration for
certain employees to acquire ordinary shares in the
Bank under the EIP. The shares will be acquired at a
nominal value of HK$1 per share under the award. If
the Board of Directors 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. The percentage of awards vested between
the sixth to the tenth anniversaries after the date of
grant is as follows:

HEEMZADL
Date Percentage 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%

At 30th June, 2008, the outstanding awards under

BitEB T2 REHEB R the EIP are:
—EEN\F —ERtE
~A=TH tZA=t-H
30th June, 2008 31st December, 2007
RERRTAH RERETEH
L NTEE ZRATHEE
RTRERY Fair value of KingA Fair value of b
Date of 1Ti0E awards at Number awards at Number
awards granted Exercise price date of grant of shares date of grant of shares
BT BT BT
HK$ HK$ HK$
21/05/2004 1.00 21,186,000 495,000 21,186,000 495,000
23/01/2006 1.00 87,672,000 1,560,000 87,672,000 1,560,000
29/01/2007 1.00 13,244,000 140,000 13,244,000 140,000
122,102,000 2,195,000 122,102,000 2,195,000

42




24. @%@ 24. RESERVES

BE-Z2ENEAB=TRLAR

Six months ended
30th June, 2008
St
B & R
R Bank EfEE EERE EHER
HBE  ERBE  —REE  pemises Ivestment  Captal  Unappro-
Share  Capital ~ General revaluation revaluation redemption priated At
plemum reseve  resee  resene  reseve  reseneprofits Total
~2%)\f-F-BE# At 1st January, 2008 456,329 215909 2091907 291124 (32,985) 769 7,167,334 10,190,387
EREE Exchange adjustments - - " - - - - u
REDRETEE TR Shares ssued under Share Option Scheme 2529 - - - - - - 25
REESRBE ZRAEE  Shares premium under EP 6,935 - - - - - - 693
B) /(&R Transfer to/ (from) reserve - - u% - - - (119) -
EBEEHE BT Unrealised losses on revaluation of
HECHEBE REHERE  avalable-forsale financial assets net
of deferred tax - - - - (9669) - - (9669)
HEWHEESHEEE  Gains on revaluation of avallable-for-sale
E\galiage finanial assets transferred to
Efrla (M) consolidated income statement
on disposal (note 4(b) - - - - (1,925) - - (1,925)
EERBE ELE Deferred tax credited to revaluation reserve - - - 426 - - Y
ERRE Dividends paid - - - - - - (18760) (728,760)
ENTAEFARARE,  Profit attributable to shareholders of
et the Bank for the period - - - - - XV R X0)
“EEN\ESA=TRESR  At30th June, 2008 465793 215909 2113149 295388  (44,579) 769 7,355,498 10,401,927
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B2 24. RESERVES (Continued)
BESStET-A=T-ALER
Year ended
315t Decernber, 2007
St
E{eed G R
i Bnk  EffE BEEE RBAR
BEE  AMEE  —REE  pemises Ivestment  Capital  Unappro-
Share  Capital ~ General revaluation revaluation redemption priated At
premium  Tesenve  reseve  reseve  reseve  reseneprofifs Total

TEREE-R-AEH  Mistlanuary, 2007

(355 Exchange adjustments

BEAMETRET 2R Shares issued under Share Option Scheme

REES B2 RAEE  Shares premium under EP

WREEf 2Rl Shares issued in lieu of dividends

EMBETREZER-TM  Unrealised losses on revaluation of
HECHEBE REHERE  avalable-forsale financial assets net

of deferred tax
HEMHEESREER Gains on revaluation of available-for-sale
E\FalaRe financial assets transferred to
Effls consoldated income statement
on disposal
BRI ELHA Deferred tax credited to revaluation reserve
BiRkE Dividends paid
ERAAETAGTRE.  Pofit attributable to shareholders of
&7 the Bank for the year

“ETHEF-R=T-RE# A31st December, 2007

REBR -_ZSNFERNA=ZTHZBHBERR
BB E & B%770,820,000( —EZE+
F+-A=1+—H : A¥722,6150007T) °
BREBBBRTKIEEETEEENHRT -
REBHEFEERE  RTOERZRAERE
KN BEIEBRFERLAFREHR TS
BBELALE LHATEeREER([£
ER]) REZEPEERERBETARL
/E{,E °

340 215909 2091513 290806 16,634 769 6,008442 9,002,494
- - 3% - - - - 3%

3887 - - - - - - 3,887
13870 - - - - - - 13800
60,151 - - - - - - 6015

- - - - (36436) - - (36436)

- - - - (13183) - - (13183)
_ - - 318
_ - - - - - nen) @11en)

2030564 2,030,564

456329 215909 2,001907 291124 (32.985) 769 7,167,334 10,190,387

The Group’s unappropriated profits as at 30th June, 2008
included a regulatory reserve of HK$770,820,000 (31st
December, 2007: HK$722,615,000). The regulatory reserve
is maintained to satisfy the provisions of the Hong Kong
Banking Ordinance for prudential supervision purposes
by earmarking amounts in respect of losses which the
Group will or may incur on advances to customers and
certain investments held in addition to impairment losses
recognised. Movements in the reserve are earmarked
directly through unappropriated profits and in consultation
with the Hong Kong Monetary Authority ("HKMA").



25. RABHERAE
(a) BABERRELUEEEE

IREHRAELCRAREHEERE
BREREF AT  FHEHTF
P BERBIEENEREMRS -
WREERBIAR  BREANUREMHEER
HWIERE  EREAENNEREE - &
LEEAMEIAMS KRR - KHE
REEETEPIERZEERKRA
R o #)E &8I RINA BB EE N
MEFEDORS R ZEREE - AR
REP R AR B HM 119
SRER > ANSEAHALTRERRK
ZBERE °

PR EEERKRINESBEAHTAZER
IMERBENTF0%ZE100% °

NI RBEERERRRERKAE
NETHEBE

25. CONTINGENT LIABILITIES AND COMMITMENTS
(a) Contingent liabilities and commitments to extend

credit

Contingent liabilities and commitments arises from
forward asset purchases, amounts owing on partly
paid-up shares and securities, forward deposits
placed, asset sales or other transactions with recourse,
as well as credit-related instruments which include
letters of credit, guarantees and commitments to
extend credit. The risk involved in these credit-related
instruments is essentially the same as the credit risk
involved in extending loan facilities to customers.
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 cash flows.

The risk weights used in the computation of credit risk
weighted amounts range from 0% to 100%.

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

—EENE —ETLE
AA=TH +-ZA=t+—H
30th June, 2008 31st December, 2007

BEREEERER Direct credit substitutes 1,395,713 1,375,390
RZPEM 2 IRER Transaction-related contingencies 84,971 83,776
B 5EMIRER Trade-related contingencies 1,403,283 1,374,174
Hofth R Other commitments :

RAHR A B —F
RAHR—F AL

With an original maturity of
not more than one year 1,040,375 1,151,736
With an original maturity

over one year 2,180,685 2,415,562

AT EHEUE Which are unconditionally
13,024,264 12,122,646
&t Total 19,129,291 18,523,284
EERBINESE Credit risk weighted amounts 2,370,687 2,404,184
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RARBEBRFAE () 25. CONTINGENT LIABILITIES AND COMMITMENTS
(Continued)
(b) ﬁz&vﬁ# (b) Capital commitments
NEEE AR BEFETEEMIRE Capital commitments for acquisition of tangible fixed
o AR RS TR P R B 2 B AN A LD assets outstanding at balance sheet date not provided
T for in the interim financial report are as follows:
“EBN\E ZETLF
~A=1+H +-A=+—H
30th June, 2008 31st December, 2007
BREREIT AN HAX Expenditure authorised and
contracted for 70,835 18,003
EREEREI AN ZRAX Expenditure authorised but
not contracted for 173 -
71,008 18,003
TEEMIA 26. DERIVATIVE FINANCIAL INSTRUMENTS
THETAREMBSL  HEBETIMIR Derivatives refer to financial contracts whose value

H—IRSZREANEEREHME °

@Tifﬁﬁﬂlﬂ)ﬂiﬁZIK'EI&ZIK\‘I’?E??EM\
B FIRRBRRETHAMETIRY =7
MRS MES -

EREERABERREFAT R IT4A2
ErﬁI,EJTFHE“ BAREEMAX ZTSAE
B AEBEMAZEIBNAETARMERE
BRN(XERSIMIELE) - AR - K&
@ﬁ@)ﬂ?lﬂmﬁﬁilﬂ KE@uTim
AETARRAH ABIRREEFPHH
HhELRHRELEMEERERA o E@?r
JE TETRIAREERREPAE -

WETAZABZLRRNETHRATRLZ
RHE  RIRREREE -

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.

Derivative financial instruments are also used to manage
the Group’s own exposures to market risk as part of its
asset and liability management process. The principal
derivatives instruments used by the Group are interest
and foreign exchange rate related contracts, which are
primarily over-the-counter (“OTC") derivatives. The Group
also participates in exchange traded derivatives. Most of
the Group’s derivatives positions have been entered into
to meet customer demand and to hedge these and other
trading positions. For accounting purposes, derivatives are
classified as either held for trading or held for hedging.

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



26. TTESRIE(E 26. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
T AESBEEAERTETAE ZEL%E - The following table is a summary of the notional amounts
of each significant type of derivatives.

~ERN\FARZTR

30th June, 2008
EAETE
NAYEE
HABRL
FEITA
ETER
Managed in
conjunction Hif
AaA  with financial BIERE
mest  instruments BEEfAR
BIEFE  designated at Others,
Qualifying fair value including
for hedge through profit held for &t
accounting or loss trading Total
[ERAH Exchange rate contracts
B Forwards - - 33,542,206 33,542,206
- PNEli) Options purchased - - 12,755,657 12,755,657
atunpsiild Options written - - 9,878,359 9,878,359
MEEH Interest rate contracts
= 5 Swaps 787,820  5821,904 36,658,812 43,268,536
RieH Equity contracts
i PN:rd Options purchased - - 3,507,794 3,507,794
S HA g Options written - - 3,441,253 3,441,253
EETETARY Credit derivative contracts
BEACEELES Credit defaults swaps purchased - - 200,000 200,000
R EEE R Credit defaults swaps written - - 200,000 200,000
T EEE Credit defaults swaps written
-RER® - investment - - 685,005 685,005
St 48 0] 37t Total return swaps written
-RER®% - investment - - 666,187 666,187

787,820 5,821,904 101,535,273 108,144,997
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26. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

e AELEL:

31st December, 2007

TDV’]

wH
B
afui:il2

MZaH
X

o
o

HX 1/\ AN Z/]
B AHE
h T

EEMETARY
BAGEENEH
SHNEEELEH
SHHEEERLES

-RERE
S B e
-RERE

Exchange rate contracts
Forwards
Options purchased
Options written

Interest rate contracts
Swaps

Equity contracts
Options purchased
Options written

Credit derivative contracts
Credit defaults swaps purchased
Credit defaults swaps written
Credit defaults swaps written
- investment
Total return swaps written
— investment

ETTEeRMIALREFCENDE U

MeHRERITTEERMIAD

io

48

PRZEWMS

(B#)
(restated)
Eiiﬁﬁ?ﬁﬁ
ARFER
uru\A;ﬁ 3
TEIA
ETER
Managed in
conjunction Hif
FAEA  with finandial BIEEE
mest  instruments EERR
BIEFE  designated at Others,
Qualifying fair value including
for hedge through profit held for &%
accounting or loss trading Total
- 41,838 44,056,201 44,098,039
- - 9,369,755 9,369,755
- - 7,655,005 7,655,005
522,754 6,298,420  42,875465 49,696,639
- - 3,156,992 3,156,992
- - 3,106,256 3,106,256
- - 200,000 200,000
- - 200,000 200,000
- - 785,058 785,058
- - 393,756 393,756
522,754 6,340,258 111,798,488 118,661,500

Certain comparative figures in respect of derivative
financial instruments have been reclassified to conform
with the current period’s presentation in relation to the
classification of the derivative financial instruments.



26. fTES@MTIA(E)

BERGERAKERITEFPEERS

HHHERERHMEAE LS

BMIAXK-

26. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
The trading transactions include the Group's positions
arising from the execution of trade orders from customers
or transactions undertaken to hedge these positions.

PTESRMTAEY ATEENT The fair values of derivative financial instruments are as
follows:

—EEN\EXA=TH —EZ+F+-RA=1+—H

30th June, 2008 31st December, 2007
BE & BE BfE
Assets Liabilities Assets Liabilities
EREL Exchange rate contracts 169,676 121,851 206,279 156,466
MZEEH Interest rate contracts 284,628 268,517 275,966 402,454
R E4 Equity contracts 220,686 214,671 192,174 192,495
ZETHETAS4  Credit derivative contracts 3,383 52,841 1,431 28,981
678,373 657,880 675,850 780,396

LE\JEFELE‘%M?\\ZJ—L

RIEE ZEERA

The credit risk weighted amounts of the above off-balance

MESEMOT sheet exposures are as follows:
—EENE ZETLF
AB=TH +-A=1+—H
30th June, 2008 31st December, 2007
[EXREH Exchange rate contracts 464,582 400,773
MEREH Interest rate contracts 100,187 96,040
BRE4 Equity contracts 249,623 284,956
EETETAAY  Credit derivative contracts 33,183 43,035
847,575 824,804

ARHEEER

BINETSEAMAER
iR Fﬁu?o%imm/o I E SR AR

REEFRL I TE -

The risk weights used in the computation of credit risk
weighted average amounts range from 0% to 100%. These
amounts do not take into account the effects of bilateral

netting arrangements.
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(a)

50

EXDHEXEERZHZFRE (R

27. NOTE TO THE UNAUDITED CONSOLIDATED CASH

FLOW STATEMENT

(a) Reconciliation of operating profit to net cash

H) AL R (outflow)/inflow from operating activities
HECEENF BHE_TTLHF
NA=THLE NA=ZTHIE
~EA 7~ E A
Six months ended Six months ended
30th June, 2008 30th June, 2007
2xn it Operating profit 1,101,694 1,042,272
WE(FHEE3M) Depreciation (note 3(f)) 49,319 43,870
1E B 52ED=T 2R A (FIFE3() EIP cost (note 3(f)) 6,935 6,935
RIEEEM S (HEE3(b) Interest expense on subordinated
liabilities (note 3(b)) 160,594 104,373
EBENARFEER Change in fair value of
BazrEARZ subordinated liabilities
REEEZS designated at fair value
through profit or loss (348,272) (97,224)
BFIER Profits tax paid (52,149) (62,934)
RAHRA=1EA Change in treasury bills with
A B2 BT original maturity of three
E5EE months or above 95,070 728,707
RAER A=1E A Change in placements with
A £ FEBRF banks, central banks and
RITAZE - RRBITR other financial institutions with
HAh S B IR original maturity of three months
o or above 4,998,864 3,615,485
SO Change in trade bills (158,780) (9,405)
RAEZEEE Change in certificates of
deposit held (2,124,038) 50,691
EEREEERS Change in trading assets (22,665) (27,568)
BEAAFEBEFABR Change in financial assets
CREEY designated at fair value
through profit or loss 2,296,172 (1,270,730)
BEFZEFRREAM Change in advances to customers
RIEEE) and other accounts (6,570,887) (6,640,841)
RITAZE - FRRITR Change in deposits and balances
HAth o Bt 2 of banks, central banks and
g other financial institutions (1,782,646) 19,504
REZFERED Change in deposits from customers 3,831,446 4,555,422
BETZENEE Change in certificates of
deposit issued (1,219,256) (817,610)
BEEARBEE Change in trading liabilities (122,304) 61,830
HADARIE A Change in other accounts and
provision (237,318) 12,837
BESER(RH) RAZ RS %58 Net cash (outflow)/inflow from
operating activities (98,221) 1,315,614



2]. RAEBERZGERSRERME(E)

(b) BERENHLERBAEERZFE

27. NOTE TO THE UNAUDITED CONSOLIDATED CASH

FLOW STATEMENT (Continued)

(b) Reconciliation of cash and cash equivalents with

BEEEXZZYHEX the unaudited consolidated balance sheet
—EEN\E ZETLEF
AA=tH ~NA=TH
30th June, 2008 30th June, 2007
Re RIFHERITRIZE - Cash and balances with banks,
RRERTT R HAL central banks and other
T RIME IR financial institutions 4,537,607 2,872,788
EAFIERITRIZE - Placements with banks,
R IRTT R HAth central banks and other
ERMIERIE financial institutions 23,325,681 23,666,827
B ES Treasury bills 2,624,031 3,668,044
NREEZZIEEEE Amounts shown in the unaudited
BERAZEHE consolidated balance sheet 30,487,319 30,207,659
B RAHR A=A Less: Amounts with an
A L2 8 original maturity of
three months or above (1,400,873) (1,350,288)
g 7 R1TRIE - Deposits and balances of
hRRIFITRE A banks, central banks and
SRIME TR other financial institutions
that are repayable
on demand (312,295) (65,268)
RAREEZ 2 EERE Cash and cash equivalents
MERAZREER in the unaudited consolidated
ZRREIER cash flow statement 28,774,151 28,792,103
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28. EXBEALIRS
(a) TERF
HE2_ZEZNFEFA=THIAEA
W REBEKXETCEEREALE
BETEEREMBARTIZRS @ B
—MEREBREEEEET - BRZ
s  BEBBRAZFHEHRNGE
ERVEEBBRANZEHEIIWMT

28. MATERIAL RELATED PARTY TRANSACTIONS

(a) Substantial shareholder

During the six months ended 30th June, 2008,
transactions with The Bank of New York Mellon
Corporation (“BNY"), a substantial shareholder of the
Bank, or its subsidiaries are entered into by the Group
in the ordinary course of business and on normal
commercial terms. The income and expenses for the
period, average on-balance sheet outstanding for
the period and on-balance sheet outstanding at the
balance sheet date are:

i) WARZH (i) Income and expense
BEZ-ZZN\F BHE_TTLF
~A=tHL ANA=TAHIE
~MER NEA
Six months ended Six months ended
30th June, 2008 30th June, 2007
B A Interest income 1,629 8,112
FEXH Interest expense 712 278
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28. EXBEALRSZ(E)
(a) TERE(E)

(i

(iii)

BERBRAZFHES

28. MATERIAL RELATED PARTY TRANSACTIONS (Continued)
(a) Substantial shareholder (Continued)
(i) Average on-balance sheet outstanding

BE-SENF  BE-TTLF
ABSTAEE  TZA=T-AL

A~MEA FE
Six months ended Year ended

30th June, 2008 31st December, 2007

Be MIFERTRE -
RRERTT R E A
TREIER

EHFRIRTRE
RRERTT R E A
S REETUR

SRITRISE ~ FRIRTTR
HEi e mE 2 FR

BERBRACER RER

Cash and balances with

banks, central banks and

other financial institutions 107,538 102,961
Placement with banks,

central banks and

other financial institutions 37,178 205,633
Deposits and balances of

banks, central banks and

other financial institutions 70,555 55,506

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

—EENE “ETF
~A=1H +-A=1+—H
30th June, 2008 31st December, 2007

Re RERERITRE -
PRIRITREAM
TREEFR

EHFRIRITRE -
FRRERTT R E A
SRREFR

RITRZE - PREFTR
Hit e BE 2 7R

Cash and balances with

banks, central banks and

other financial institutions 47,637 28,883
Placement with banks, central

banks and other financial

institutions 3,000 -
Deposits and balances of

banks, central banks and

other financial institutions 250,648 214,365
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(c)
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R )BRE-—BEEAY - RENIBER
B8 WRRBRGEEKHFRREBR
BER BB TIE - HPMRE BKE
REZEERR - (HZAREETRAE
35%  c R-EE+F-A+H - HEE
BHEERMF  H-_ET+F—A—
HE-ZEN\F+-_A=+—HEKIL -
HESFEEBARMERREZES
RMETE - BREHBEEESY  HEZ
EENFARNA=ZTHIERNERRA » k&
RE S T I 2R E 2,250,000 (=
TEHF  ARE2129000T) EEE
)EH °

BELT
AEBETFTHELRRAZRBEEE
62,000,000 T EEA - EERERZ
EENF+_AEE RNEER  ZE
AR E#10,533,000C( BT +4F ¢
#1#10,533,0007T) °

R-ZBE+F  AEBRMEEZ QA
REAEBE RS £EHE 131,355,000
TTAERBEAEERITITHZRE -
N EERFEEEBBITREREM
055%:+ 8 BFHA-_T——F 8
EREEEHELEE _T—+F - N
®H  ZERHRKE®127,070,0007T
(ZTZ+4F : ##131,355,0007C) °

28. MATERIAL RELATED PARTY TRANSACTIONS (Continued)
(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 7th February, 2007, the
Management Agreement was extended for two years
from 1st January, 2007 to 31st December, 2008.
The revised management fee is based on a certain
percentage of gross written premiums received. Under
the Management Agreement, WHZ Insurance pays to
Swiss Insurance an amount of HK$2,250,000 (2007:
HK$2,129,000), being the contractual management
fees payable during the six months ended 30th June,
2008.

(c) Associated company

The Group provided an unsecured and interest-free
loan of HK$62,000,000 to an associated company
which is repayable in December 2008. At the balance
sheet date, the outstanding amount of the loan is
HK$10,533,000 (2007: HK$10,533,000).

The Group also provided secured loans to two of its
associated companies totalling HK$131,355,000 in
2007 to finance their purchase of the Group’s bank
premises. These loans bear interest rate at 0.55%
per annum over HIBOR and are repayable by 2012
with an option to extend the repayment period to
2017. At the balance sheet date, the outstanding
amount of these loans are HK$127,070,000 (2007:
HK$131,355,000).
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28. MATERIAL RELATED PARTY TRANSACTIONS (Continued)
(d) Key management personnel
During the six months ended 30th June, 2008, 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 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

HZEEABRRNZEHFHIWT expenses 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:

i) WARZH (i) Income and expense

BE-2EIN\F BEZTTLF
AA=TAHL ANA=THILE
ANEA ~EA
Six months ended Six months ended
30th June, 2008 30th June, 2007
FEWA Interest income 8,092 14,177
FEXZ Interest expense 21,434 23,908

iy BEBBRAZIHER (i) Average on-balance sheet outstanding
BE-EBNF BE_TTtF
AA=TAHLE ‘|‘_ﬂ_‘|' Hik
~MEA FE
Six months ended Year ended
30th June, 2008 31st December, 2007
BPZEHK Advances to customers 463,407 495,163
BEZ1FH Deposits from customers 1,803,664 1,338,658

(i) EERBRAZEEHES

(i) On-balance sheet outstanding at the balance

EE 2 ER
BF 2T

sheet date
—EENF ZTTLF
~A=1+H +-A=+—H
30th June, 2008 31st December, 2007
Advances to customers 474,337 459,546
Deposits from customers 1,750,967 1,620,200
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(iv) Bi&
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28.

MATERIAL RELATED PARTY TRANSACTIONS (Continued)
(d) Key management personnel (Continued)
(iv) Emoluments
Remuneration for key management personnel is

as follows:
BEZ-EEN\F BEZTTLF
AA=t+HL ANA=TAHILE
~MER ~EA
Six months ended Six months ended
30th June, 2008 30th June, 2007
RHREREREF Short-term employee benefits 24,566 21,788
BER 2R A Post-employment benefits 1,205 1,079
B 17 52BN R F Equity compensation benefits 4,514 4,514
30,285 27,381

() BE-_EZENEXNA=THIEAEA
N BEREN ERETFEEALT 2K
BENERBEEBREERE ST LF -
) o

29. RkaERE
AEECHITEEE BFRERE - WEEAR
SEAASNIREERR - A5EAES
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ATECERREFEERR - RBEER
% MRk 2ERRE  c ZFEARERE
HEK  BFEBRENCEZSHREBELCE
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ERNEZ NEZBELETEREZL
BURE  UBRRZEHRLEFESNE
1t -
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AEREEF -
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29.

(e) During the six months ended 30th June, 2008, no
allowance for impairment losses has been made in
respect of the above advances to related parties (2007:
Nil).

MANAGEMENT OF RISKS

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. 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 (“ALMCOQ"). Internal auditors
perform regular audits and independent checking to
ensure compliance with the policies and procedures.

This note presents information about the Group’s exposure
to each of the above risks, the Group’s objectives, policies
and processes for measuring and managing risks, and the
Group’s management of capital.
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29. 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
small and medium enterprises. 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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Notes to Unaudited Interim Financial Report

29. MANAGEMENT OF RISKS (Continued)
(a) Credit risk management (Continued)

(i)

(iii)

(iv)

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
processes 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
notes 10 to 13.
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29. 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 45.1% for the six months ended 30th June, 2008
(2007: 52.3%), 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 which include both an institution-specific crisis
scenario and a general market crisis scenario, 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 22.

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 derivative
instruments.
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29. 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")
measurement 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 of 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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29. 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.

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.

The net option position is calculated on the
basis of delta-weighted positions of all foreign
exchange options contracts. The net structural
position includes the Bank’s overseas branch,
banking subsidiaries and other subsidiaries
substantially involved in foreign exchange trading
and include structural assets or liabilities as
follow:

investments in overseas subsidiaries and
related companies; and

subordinated liabilities.
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29. MANAGEMENT OF RISKS (Continued)
(c) Market risk management (Continued)

B (&) (i) Currency risk (Continued)

—EENFRAZTH “EZ+F+-A=+—H
30th June, 2008 31st December, 2007
(=)
(restated)

25 At %7t 2t
(BEGEITEE)  (nmilions of HKS equivalent) Us$ Total Us$ Total
BEEE Spot assets 29,906 63,352 34,087 61,184
HEAE Spot liabilities (35,552) (69,112) (35,080) (62,519)
REIE A Forward purchases 21,056 25,082 23,452 27,373
RHEH Forward sales (11,300) (15,638) (19,685) (23,628)
HEa K EE Net option position (3,065) (3,065) (2,067) (2,067)
REHE Net long positions 1,045 619 707 343

ETEBRRLEHFCER - U
HEHMNERNIRERFELER
A e WERH AR PIHER
BRATEZAE  BAKGFELE

S/ 48
FE o

Certain comparative figures in respect of
currency risk have been restated to conform
with the current period’s presentation in relation
to the amount of the net option position. The
restatement has no impact on the classification,

recognition and measurement of the amounts
recognised in the interim financial information.

ZEZ)\EXAZTH
30th June, 2008

“E5tF+-R=t-H
31st December, 2007

B ARE A% ARE

Macau Chinese  %7T A% Macau Chinese  #7 At
(BEEETZE) (Inmillons of HKS equivalent) Patacas  Renminbi Us$ Total  Patacas Renminbi Us$ Total
FEEMEEREE  Netstructural positions 259 729 260 1,248 260 610 646 1,516
e (iii)y Equity risk

AEERBE-ZT/\FAA=T
RIENEARBZE-—TTLF+Z
A=ZT-BUEFEZBRERR - £
ERENHAEZINHAE KA HHE
EERMEE A MIKRNRARE
RE(RME3) - HIEEERSE
HERERIEERREE A TR
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RE - R EREbREFREMT
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The Group's equities exposures in the six months
ended 30th June, 2008 and the year ended 31st
December, 2007 are mainly in long-term equity
investments which are reported as “Held-to-
maturity and available-for-sale financial assets”
set out in note 13. Equities held for trading
purpose are included under “Trading assets” set
out in note 10. These are subject to trading limits
and risk management control procedures and
other market risk regime.
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29. MANAGEMENT OF RISKS (Continued)
(d) Operational risk management

(e)

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 operational
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.

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. In addition to meeting the requirements from
the HKMA, the Group’s primary objectives when
managing capital are to safeguard the Group’s ability
to continue as a going concern, so that it can continue
to provide returns for shareholders and benefits for
other stakeholders, by pricing products and services
commensurately with the level of risk and by securing
access to finance at a reasonable cost.
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(e) EFXEHE(E)
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29. MANAGEMENT OF RISKS (Continued)
(e) Capital management (Continued)

The Group actively and regularly reviews and manages
its capital structure to maintain a balance between
higher shareholder returns that might otherwise be
possible with greater gearing and advantages and
security afforded by a sound capital position, and
makes adjustments to the capital structure in light
of changes in economic conditions. The amount of
minimum capital requirements held for credit, market
and operational risks are calculated in accordance with
the Basel Il requirements and the regulations from the
HKMA.

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 oversea regulators, they are required to maintain
minimum capital according to those regulators’
rules. The Bank and certain financial subsidiaries, as
specified by the HKMA, are subject to the HKMA's
capital requirements for its regulatory supervision
purposes. The Group and its individually regulated
subsidiaries have complied with all externally imposed
capital requirements throughout the six month ended
30th June, 2008 and the year ended 31st December,
2007 and are well above the minimum required ratio
set by the HKMA.

The capital adequacy ratios as at 30th June, 2008
are computed on a consolidated basis including the
Bank and certain of its subsidiaries as specified by
the HKMA for its regulatory purposes, and are in
accordance with the Banking (Capital) Rules of the
Hong Kong Banking Ordinance.
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(LUBBEF T 5 - BaEBrsN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

(a) EAZERADES L=
() BARERF

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

—EBENE —EE+F
~A=tH +-A=1+—H
30th June, 2008 31st December, 2007

BAR LR
MDENRTE R R

[ REEEIZ 2 T M BEREH IR
29 B RAAREEAEE —H
it - STEEEEATRLE - TR
BIRTTR(BA)RA -

EERATHEAEER -_ZZN
FXNA=+TBR-ZZZT+LE+A
S+ —HAZEARRRUERGEHE
B WABETI BT

— C.F. Limited

— AL —HRIT(REA)BRAF
— AIFE-RITUEE)ABRAA
- MWIE—ERAT]

- WIS —EFHFERAA]

- HEREERAA

—  Sunwadell Company Limited
— Technico Limited

— KFHRITREAN)BRAT
— XFRITEFBRAIF

- XFREBREERAIE

- KFREEFERAR

— KFEEHERAT

- XFHRRUERRARAF

Capital adequacy ratio 16.1% 16.7%
Core capital adequacy ratio 8.4% 8.5%

As mentioned in note 29(e) of “Notes to unaudited
interim financial report” on the capital management
of the Group, the calculation of the regulatory capital
adequacy ratio is in accordance with the Banking
(Capital) Rules.

In calculating the capital adequacy ratio of the Group
at 30th June, 2008 and 31st December, 2007, the
following subsidiaries are excluded from the basis of
consolidation for regulatory reporting purposes:

-  C.F. Limited

—  Chekiang First Bank (Nominees) Limited

—  Chekiang First Bank (Trustees) Limited

—  Chekiang First Limited

—  Chekiang First Securities Company Limited

—  Honfirst Investment Limited

—  Sunwadell Company Limited

—  Technico Limited

—  Wing Hang Bank (Nominees) Limited

—  Wing Hang Bank (Trustee) Limited

—  Wing Hang Insurance Agency Limited

—  Wing Hang Insurance Brokers Limited

—  Wing Hang Shares Brokerage Company Limited
—  Wing Hang Zurich Insurance Company Limited
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(i)

(a) CAPITAL ADEQUACY AND LIQUIDITY RATIO (Continued)

(i) Capital adequacy ratio (Continued)

—2EN\F —TTHEF
~A=tH +-A=+—"H
30th June, 2008 31st December, 2007
BARER B R Components of capital base:
BLER Core capital
BRI T B A Paid-up ordinary share capital 295,044 294,964
WA B BR Share premium 465,793 456,329
NFEE Published reserves 7,555,302 7,110,192
BRER Profit and loss account 323,450 458,498
AR Less: Goodwill (1,306,430) (1,306,430)
BRI Z OB R EEE Total core capital before deductions 7,333,159 7,013,553
B L ERZINEIER Less: deductions from core capital (125,513) (134,544)
RINAIE 2 DB R B Total core capital after deductions 7,207,646 6,879,009
Fid & AR Supplementary capital
BAFEEEGERE L REREY Reserves attributable to fair value
MEE W 2 R gains on revaluation of
holdings of land and buildings 206,532 196,124
—MERTERR EERE Regulatory reserve for general
banking risks 770,820 722,615
BEREES Collective impairment allowances 132,191 136,263
KXABERE Perpetual subordinated debt 3,120,080 3,120,920
BHEERR Term subordinated debt 2,535,065 2,535,747
MRATZ M N E A 4258 Total supplementary capital
before deductions 6,764,688 6,711,669
B BB HRE B Less: deductions from
supplementary capital (125,513) (134,544)
MRIE 2 nE R BgE Total supplementary capital
after deductions 6,639,175 6,577,125
% 2 BRER A% Total capital base after deductions 13,846,821 13,456,134
BLERRMMER 2 NRIEE 85 Total deductions from the core
capital and supplementary capital 251,026 269,088
FHREEELLF (i) Average liquidity ratio
/\H ‘|‘ HiE 7 \ﬂ _‘|' HliE
~NMEA ~E A

Six months ended
30th June, 2008

Six months ended
30th June, 2007

:l:ifjlllbéb § J:KT

ﬂiﬁ%ﬂﬂﬁﬂ ﬁ i’«%@ &tttTE?z:z
BERRE i@%(f@ﬁ%b%%@%
APITREDRMBERRZREE
ERMmAE -

Average liquidity ratio

45.1%

52.3%

The average liquidity ratio for the six months includes the
liquidity positions of the Bank and certain of its financial
subsidiaries, which is the basis of computation agreed with
the Hong Kong Monetary Authority (“HKMA"), and has been
computed in accordance with the Fourth Schedule to the Hong

Kong Banking Ordinance.



(b) BB EZRFERDM

WEDBEMTDRRX ST ZAEN - I
ERLEBRRAER - —&ME £
BERTTERRR  BRERERES
WIERAMEN 2 — R - S ERE
ZBETHRRRRITIBINT - LR
1T BRRRRIN 72—

(b) ADVANCES TO CUSTOMERS ANALYSED BY
GEOGRAPHICAL AREA
The geographical information is 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
borrower or if the claims are on an overseas branch of a
bank whose head office is located in another geographical

location.
“EE\ERR=1H
30th June, 2008

BB

ZEANE

LEPER
EPER HE Overdue faRl B
a5 XFEH advancesto REREE REEME
Gross Impaired customers Individual Collective
advances to advances to for over impairment impairment
customers customers — three months allowances allowances
i Hong Kong 64,952,263 311,271 192,492 97,845 105,278
B Macau 8,064,473 34,217 31,525 827 13,067
REIRH Mainland China 5,269,213 17,111 19,738 12,003 8,540
Hi Others 3,153,724 42,969 44,521 14,545 5,108
81,439,673 405,628 288,276 125,220 131,993

“EEHET-R=1-H
31st December, 2007

BB

ZEANE

LEFER
EFPEX HE Overdue fa e
B8 EPEH  advancesto REEE REEE
Gross Impaired customers Individual Collective
advances to advances to for over impairment impairment
customers customers  three months allowances allowances
Bk Hong Kong 60,883,545 259,686 169,857 94,102 111,020
&M Macau 7,310,699 35,615 33,999 1,653 13327
LTI Mainland China 3,449,322 16,341 6,479 10,193 6,296
i Others 2,930,213 13,495 7,255 28 5,344
74,573,779 325,137 217,590 105,976 135,987
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() BEESESEEEZE—S0H () FURTHER ANALYSIS OF ADVANCES TO CUSTOMERS
BY INDUSTRY SECTORS
() THIRTESEEARZAEHERZ (i) The following information concerning the percentage
B RZEEH AR DE - of advances covered by collateral or other security
by industry sectors is prepared by classifying the
advances according to the usage of the advances.

—EENF e 2
~A=tH +-A=+—~H
30th June, 2008 31st December, 2007

BEAER ﬁﬁﬁ“m
mEADL BEsAD
% of gross % of gross
advances advances
covered by covered by
collateral collateral
EBBEACER Advances for use in Hong Kong
IT% BEkew Industrial, commercial and financial
—MEER — Property development 45.6 66.4
—MERE — Property investment 95.5 9.8
— I TE R ~ Financial concerns 36.8 25.8
—RELL — Stockbrokers 79.3 83.5
—HRETEE - Wholesale and retail trade 76.5 81.4
— g - Manufacturing 57.0 64.8
—EREERRE ~ Transport and transport
equipment 95.7 96.0
— BB ~ Information technology 46.0 79.6
-BREEBZER — Share financing 99.3 95.4
—RETEH - Recreational activities 92.9 -
—HAfth - Others 60.0 68.1
EA Individuals
—-BE [EERHE] - — Advances for the purchase
[(AKE2REE TS & of flats in Home Ownership
[(HEEEREE] K Scheme, Private Sector
ERBRETEBTIER Participation Scheme and
Tenants Purchase Scheme or
their respective successor
schemes 99.9 100.0
-BEHEMEEMECER — Advances for the purchase of
other residential properties 99.7 99.5
— =A% — Credit card advances 0.4 0.9
H\ﬁﬂ - Others 56.0 51.7
88.0 87.7
ESmE Trade finance 48.0 52.7
EEBUIMERAZER Advances for use outside
Hong Kong
— Bl A - Mainland China 71.7 78.5
—RF - Macau 92.1 89.6
—Hf - Others 83.3 80.5
83.4 83.3
84.9 84.9
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() BITE(7B2EFERE—S oW (2 (c) FURTHER ANALYSIS OF ADVANCES TO CUSTOMERS
BY INDUSTRY SECTORS (Continued)

iy THIRITENDEZBPETE—SD (i) The following information concerning the further
ER BZZET v HRESE W analysis of advances to customers by industry sectors is
ZOTENDREPERBETBANDZ prepared by classifying the advances according to the
4o usage of the advances in respect of industry sectors

which constitute not less than 10% of gross advances
to customers.

“2R/\FABZTA

30th June, 2008
[BECE
=fHANRE
LEPER
TEEY Overdue fER1 g
ez advances AEEE HEER
Gross to customers Individual Collective
advances to for over impairment impairment
customers three months allowances allowances
MERE Property investment 15,776,117 43,966 6,114 21,336
BEEMEEME,  Advances for the purchase of
ER other residential properties 12,117,079 33,641 613 22,369
FEEBIAIMER 2 B3R Advances for use outside Hong Kong
—HER - Mainland China 13,878,211 72,044 37,603 40,064
—BfH -Macau 9,159,757 27,114 827 3,237
“EELETCA=T-H
31st December, 2007
R
=AM E
LEPER
XFPER Overdue &R B
et advances REEE REEE
Gross to customers Individual Collective
advances to for over impairment impairment
customers three months allowances allowances
MERE Property investment 12,752,571 38,781 6,341 16,723
BEEMEEME L Advances for the purchase of
e other residential properties 16,811,653 19,665 7,849 21,150
ERBLIMER 2 B3 Advances for use outside Hong Kong
—hERH - Mainland China 12,082,546 44377 25,150 47 935
—RF - Macau 9,052,217 26,301 1,653 5913
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(d) OVERDUE AND RESCHEDULED ASSETS
(i) Overdue and rescheduled advances to customers

—EEN\F S g
~NAZtH +ZA=1+-H
30th June, 2008 31st December, 2007
WRFER BEFER
BEZANY gz AN
% of % of
24 total advances +H total advances
Amount to customers Amount to customers
KeHFIE2BE,,  Gross advances to customers which have
EFPEREE: been overdue with respect to either
principal or interest for periods of:
—NMERFUAT -6 months or less but over
B=@AMLE 3 months 102,271 0.13 75,297 0.10
——E5\T ~ 1 year or less but over
{BREANE 6 months 92,311 0.11 52,002 0.07
——FE - Qver 1 year 93,694 0.12 90,291 0.12
288,276 0.36 217,590 0.29
BHETEEAR  Covered portion of overdue
REZ M0 advances 186,852 171,578
BHETEEAR  Uncovered portion of overdue
REZ M0 advances 101,424 46,012
288,276 217,590
BEMETZHEME  Current market values of collateral
A held against covered portion of
overdue advances 501,523 298,378
BHRER 2 A Individual impairment allowances
REEE made on overdue advances 82,909 43,385

BREFERCERARTIBERIER
B

Collateral held with respect to overdue advances to
customers is mainly properties and vehicles.

ZEENE “TEE
~A=1H +-R=1+—-H
30th June, 2008 31st December, 2007

BEPER WEFER
mE el BE/ AR
% of % of
$% total advances | total advances
Amount to customers Amount to customers
BTETHZZEE Rescheduled advances to customers 50,288 0.06 44,635 0.06

RZEENFAA=Z+TER-TZE+t
F+-—A=+—H8 ~EEETHRT
R HEF @ WERHKETEN
HZER -

There were no advances to banks which were
overdue or rescheduled as at 30th June, 2008 and

31st December, 2007.



(d) BYEREEERHEE#)
(i) RtBEHEE

(d) OVERDUE AND RESCHEDULED ASSETS (Continued)
(ii) Other overdue assets

—EBENE —EE+F
~A=tH +-A=1+—H
30th June, 2008 31st December, 2007

AESAMSEBHCBERHRE -

- AEASUAME=EANE
——HFFIAMEREANKE

——FE

(e) BIAFRITEEFER
EAFRTEEPRRA - BRERES
ERMEEENARITRBOMBLRRZ
R

Trade hills which have been
overdue with respect to
either principal or interest
for periods of:

- 6 months or less but over

3 months 447 4,179
— 1 year or less but over

6 months 8,127 -
- Over 1 year - 1,503

8,574 5,682

(e) NON-BANK MAINLAND CHINA EXPOSURES
The analysis on non-bank Mainland China exposures
includes exposures of the Bank and certain of its
subsidiaries on the basis agreed with the HKMA.

ZEBN\FRAZTH

30th June, 2008
EEBER EEGER {5
AR Bl ASh 2 B B
On-balance Off-balance ke Individual
sheet sheet Total impairment
(BEEETEE) (In millions of HK$ equivalent) exposures exposures exposures allowances
NHTE Mainland entities 7,459 1,275 8,734 "
ETEN2AFRMEA  Companies and individuals outside
mARERZEE the Mainland where the credit
is granted for use in the Mainland 6,654 89 6,743 26
Bt F4UFmMERB  Other counterparties the exposures
RAEEATE AEA to whom are considered
FRTERPRR by the Group to be non-bank
Mainland exposures 497 21 518 -
14,610 1,385 15,995 37
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(e) BRFRITERFERZ)

(f)
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(e) NON-BANK MAINLAND CHINA EXPOSURES (Continued)

8 e e =
31st December, 2007

(E¥BETEE)

BR#E
ETBINz ARIREA
mAREARZEE

Hip R HHF MERR

WAKERERER
ERITREPRAR

BREE

BRERENRRZUTF ML I
EEREBBRRAEZ - —RME - & Mt
BRI BERR : BN ERES
VIR G FHRIEM L —HHER - %
B BITHRRRBRITZEBINTT - Tk
RITZ IR F BRI A — PN ©

EERREX EERfEX {51
SAR 2 R SASh2 B REER
On-balance Off-balance [ iE%E Individual
sheet sheet Total impairment
(In millions of HK$ equivalent) exposures exposures exposures allowances
Mainland entities 3,784 385 4,169 10
Companies and individuals outside
the Mainland where the credit
is granted for use in the Mainland 8,811 1,139 9,950 16
Other counterparties the exposures
to whom are considered
by the Group to be non-bank
Mainland exposures 248 - 248 -
12,843 1,524 14,367 26

(f) 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.

—BE\FXA=TH

30th June, 2008
RITAER
A RIkE EAER
Banks and NERE REAM
other financial Public sector Sovereigns A5t
institutions entities and others Total
il Macau 465 - 10,342,553 10,343,018
R Mainland China 3,673,974 - 4,848,238 8,522,212
HTOKE Other Asia Pacific 8,095,335 - 2,825,843 10,921,178
el United States 1,678,769 310,332 3,020,693 5,009,794
HibmERItEER Other North and South American
countries 3,246,106 - 666,113 3,912,219
hRRIEM Middle East and Africa 8,562 - 56,394 64,956
1=E Germany 6,421,677 - 24,242 6,445,919
HE United Kingdom 3,695,425 - 325,147 4,020,572
HEUMEIR Other European countries 10,374,850 - 261,538 10,636,388
37,195,163 310,332 22,370,761 59,876,256




(f)

(9)

BREEE)

()

CROSS-BORDER CLAIMS (Continued)

“BELEL-AS-B
31st December, 2007

i Macau

B A Mainland China

HttH A= Other Asia Pacific

el United States

HEiEERIEER Other North and South American
countries

SEYSE D Middle East and Africa

(i Germany

LG United Kingdom

EMBMER

ETBERERLBBFCENOE - UN
AHABNRZUTFOBZ2H -

EREAES
RZZENEXRA=1TH AEEEFE
BEMESEAHISE(ZES+E 1=
A=+—H8: 16 CEEBERESFK
2B(ZZ2Z2+F+=-A=+—H: 278)
%é%ﬁ%F;tF%ﬁﬁ SHFTAERK
2EHBHEES  FRERETRER
RABAEEAATEEFAER 2SR
BE - AREMFEGERZS T ERE
HEBNEREEEE  -BEERES
AEBEREEFN _STNFEEA 2
ZETJ\E/\E +E|JJ:EE@1E7%/%M
%&&mwd_?7t¢+ A=+—
H : #B%107,477,0007T) - M#4 2 F
BRSGHEN A 2F(ZES+F+ A
=+—H:57F) - ARBER-_ZTN\F
— RByh 1 TEEREE A8 163,589,0007T
Z@ﬁﬁﬁﬁ%&ﬁ_vvﬂitﬂﬁm
FHili2IBEERREESX ERIEEES

Other European countries

(9)

(E®)
(restated)
RITAER

Ao il BEhER

Banks and NERE REA
other financial Public sector Sovereigns At
institutions entities and others Total
3,631 - 9,915,454 9,919,085
2,405,366 - 2,061,485 4,466,851
6,959,954 - 2,607,384 9,567,338
1,238,181 311,515 2,619,393 4,169,089
3,326,112 - 1,355,632 4,681,744
6,355 - 41,214 47,569
9,344,325 - 7,613 9,351,938
6,321,940 - 70,161 6,392,101
14,586,050 - 713,632 15,299,682
44191914 311,515 19,391,968 63,895,397

Certain comparative figures in respect of cross-border
claims have been reclassified to conform with the current
period’s presentation in relation to the classification of the
counterparty.

COLLATERALISED DEBT OBLIGATIONS

At 30th June, 2008, the Group’s collateralised debt
obligations (“CDOs") portfolio comprises 15 (31st December,
2007: 16) corporate CDOs and 2 (31st December, 2007:
2) asset-backed CDOs squared, all of which are mezzanine
tranches with investment grade ratings and are categorised
as financial assets designated at fair value through profit
or loss. None of the Group’s CDOs investments have
underlying assets that include U.S. sub-prime mortgages.
The asset-backed CDOs squared are purchased in 2004
with the carrying amount of HK$84,638,000 at 30th
June, 2008 (31st December, 2007: HK$107,477,000).
The average remaining maturity of the portfolio stood
at approximately 5.2 years (31st December, 2007: 5.7
years). The Group has sold a CDO with carrying amount
of HK$63,589,000 in January, 2008 and the two asset-
backed CDOs squared in July, 2008.

73



REBEZ ZHFHEBHFEE R Unaudited Supplementary Financial Information

(o) EREREZ#)

74

(g) COLLATERALISED DEBT OBLIGATIONS (Continued)

R RLE  EELRILRENE The following table analysed the CDOs held by current

FEME T TmMoMERIKHEEE2RT ratings which are designated by external credit assessment

TN o institution, Standard & Poor’s Ratings Services or their
equivalents.

ZERN\FARZTH

30th June, 2008
BRER
FaliEk
NERL
~EGER
Unrelied ~ HE-ZFEN\E ZiRER
losses  AAZTAL BRIFEE
recognised b 51 ZERM
inthe AERER Accumulated
consolidated Accumulated unrealised
AE income unrealised AR losses as a
BER Notional ~ statement during losses as at Camying ~ percentage of
Current rating amount the period  30th June, 2008 amount  notional amount
AAA 217,615 (47,455) (83,258) 134,357 (383)
AA-to AA+ 270,991 (75,875) (155,551) 115,440 (57.4)
A-to A+ 273,007 (63,814) (118,119) 154,288 (43.5)
BBB to BBB+ 156,004 (60,163) (92,705) 63,299 (594)
Total 917,617 (247,307) (450,233) 467,384 (49.1)
“ERETZA=T-H
315t December, 2007
ERER
BAksE
(i
AERER HE-TTLF
Unrealised +=A=T—HI ZiTRER
losses LB ERIAEE
recognised RERER LEBH
in the Accumulated Accumulated
consolidated unrealised unrealised
fE income losses as at AR losses as a
R Notional ~ statementduring 31t December, Camying ~ percentage of
Current rating amount the year 2007 amount  notional amount
AAA 332,739 (56,593) (56,593) 276,146 (17.0)
AA-to AA+ 580,677 (147,688) (147,688) 432,989 (25.4)
A-to A+ 78,023 (13,045) (13,045) 64,978 (16.7)
Total 991,439 (217,326) (217,326) 774,113 (21.9)
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RERE

EEQEMIRES B ESRER A - 1R
FHRSER _EEN\FAA-T - B(EH)IK
ETR-_ZTZ\FAAT-HERREMELEERL
IR o

gEROBELEH

“TE\FAANR(BHE-TZ/\FNA
T—H(EHM) I BEEMRBREER  X17H
LEREREBPERL - NFBAARTZREMAS
FPEVEN-_ZTNFNALR(EHR) TFOEHF
=T RBPRBERARAREXERBELNS
ERRBR-N=HREMFLTLE-—L—-F
Lt RERTZBROELR - BT REFET
ARAFEBFTENIZAREBIKE 2T
HRS.

EERTHARRER

RZZZNFRA=TH  EERARITIITBRA
HRARITREEMEEZE(EEREF IS
{EDIEXVER) 2 it RABRER 0 - ERRBES
FHEEHIEXVEET R8N BAME R RITRE
BB AR HAARAR (1B ]) 2w (B
BESRMEGRIZF RS REELE RS
ZHERNKR)  IRIEEF MR EEHIFE35215
RN IGA R A RITIF B 2 Brc o st © 3
R EMEITAESETERRXZORETRI([R
PRI ) BRG AIRIT MR P2 ez T

INTERIM DIVIDEND

The Board of Directors are pleased to declare an interim
dividend of HK$0.96 per share, to be paid on Monday, 22nd
September, 2008 to shareholders whose names are on the
Register of Members on 11th September, 2008.

CLOSING OF REGISTER OF MEMBERS

The Register of Members of the Bank will be closed from
Monday, 8th September, 2008 to Thursday, 11th September,
2008 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 4:30 p.m.
on Friday, 5th September, 2008.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS

As at 30th June, 2008, the interests of the Directors and the
Chief Executive of the Bank in the shares and the underlying
shares of the Bank and any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
("SFO")), which were required to be notified to the Bank
and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they were
taken or deemed to have under such provisions of the SFO),
or which were required pursuant to Section 352 of the SFO to
be entered in the register maintained by the Bank referred to
therein, or which were required to be notified to the Bank and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
were as follows:

HEET

RS E BAZBEDH

Number of shares held % of

EA ENi3 R REQ Hit A%F issued share

2 Name Personal Family Option® Award? Other Total capital
SRS Patrick Y B Fung® 2,982,000 - 230,000 650,000 - 3,862,000 1.31
SRR Michael Y S Fung® 3,000,000 60,000 180,000 325,000 - 3,565,000 1.21
TEE Simon K'Y Lee - - - - 974,701@ 974,701 0.33
TxRE Frank J Wang - - 80,000 395,000 - 475,000 0.16
= Ee Louis C W Ho® 304,000 100,000 - 10,000 - 414,000 0.14
EES S Ambrose H C Lau 71,500 - - - - 71,500 0.02
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DIRECTORS" AND CHIEF EXECUTIVE’S INTERESTS (Continued)

Notes:

(1) Share options were granted to the Directors pursuant to the share option
scheme adopted by the Bank on 9th June, 1993 and 24th April, 2003.
The details of the share options are stated under the section headed
“Share Option Scheme”.

(2)  Share awards were granted to the Directors pursuant to the employee
incentive plan adopted by the Bank on 22nd April, 2004. The details
of the share awards are stated under the section headed “Employee
Incentive Plan”.

(3) Patrick Y B Fung, Michael Y S Fung and Louis C W Ho's spouse are also,
together with other parties, eligible beneficiaries of the trusts of Po Ding
Co. Ltd., YKF Holding Corporation and Tessel Inc. The interests of these
corporations in shares of the Bank are stated under the section headed
“Substantial Shareholders’ Interests”.

(4)  Shares are held through Dr Simon K'Y Lee’s family trust.
All the interests stated above represent long positions.

Save as disclosed above, as at 30th June, 2008, none of the
Directors or the Chief Executive of the Bank and their associates
had any interests or short positions in any shares, underlying
shares and debentures of the Bank or any of its associated
corporations (within the meaning of Part XV of the SFO),
which were required to be notified to the Bank and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they were
taken or deemed to have under such provisions of the SFO),
or which were required pursuant to Section 352 of the SFO to
be entered in the register maintained by the Bank referred to
therein, or which were required to be notified to the Bank and
the Stock Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30th June, 2008, so far as was known to the Directors
or the Chief Executive of the Bank, persons known to the
Directors (other than the Directors or the chief executive of
the Bank as disclosed in the above), who had interests or
short positions in the shares or underlying shares of the Bank
which would fall to be disclosed to the Bank under provisions
of Divisions 2 and 3 of Part XV of the SFO, or recorded in the
register kept by the Bank pursuant to Section 336 of the SFO
and its interests were as follows:

EEBITIRE
3 ZADL
B BmltE RingiE % of issued
Name Nature of Interest Number of shares share capital
BNY International Financing Corporation EREA 59,825,053 20.28
Beneficial owner
ARG RTT X LB 59,825,053 () 20.28
The Bank of New York Mellon Interest in controlled corporation
AOERRITEE X LB 59,825,053 () 20.28
The Bank of New York Mellon Corporation Interest in controlled corporation
Federal Trust Company Limited XA 34,737,600 @84 11.77
Trustee
REBRAF] TN 24,156,000 G&4 8.19
Po Ding Company Limited Trustee
GZ Trust Corporation XA 24,156,000 G&4 8.19
Trustee
YKF Holding Corporation XA 24,098,400 284 8.17
Trustee
KFRIT(RBA)BRAT REA 23,378,400 284 7.92
Wing Hang Bank (Nominees) Limited Nominee
Aberdeen Asset Management Asia Limited REKE 22,815,000 © 7.73
Investment manager
Aberdeen Asset Management Plc & E B & 1\ 7] RERE 20,544,739 © 6.96
Aberdeen Asset Management Plc and its associates Investment manager
Penta Investment Advisers Limited REKE 14,877,000 © 5.04
Investment manager
Zwaanstra John R E R 14,877,000 © 5.04
Interest in controlled corporation
Tessel Inc. XEEA 10,639,200 2&4 3.61

Trustee
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SUBSTANTIAL SHAREHOLDERS' INTERESTS (Continued)

Notes:

(1) BNY International Financing Corporation is a wholly-owned subsidiary of
The Bank of New York Mellon. The Bank of New York Mellon is a wholly-
owned subsidiary of The Bank of New York Mellon Corporation.

(2) 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.

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

(4)  Each of Po Ding Co. Ltd., YKF Holding Corporation and Tessel Inc. are
trusts in which Patrick Y B Fung, Michael Y S Fung and Louis C W Ho's
spouse (together with other parties) are eligible beneficiaries.

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

(6) Penta Investment Advisers Limited is wholly-owned by Zwaanstra John.

All the interests stated above represent long positions.

Save as disclosed, as at 30th June, 2008, so far as known to
the Directors or the Chief Executive of the Bank, there is no
person (other than the Directors or the Chief Executive of the
Bank) who had interests or short positions in the shares and
underlying shares of the Bank which would fall to be disclosed
to the Bank and the Stock Exchange under the provisions of
Divisions 2 and 3 of Part XV of the SFO or, who is, directly or
indirectly, interested in 10% or more of the nominal value
of any class of share capital carrying rights to vote in all
circumstances at general meetings of any members of the
Group.
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SHARE OPTION SCHEME

Pursuant to the approved Share Option Scheme, the Board of
Directors are authorised, at their discretion, to invite certain
executives, to take up options to purchase ordinary shares in
the Bank as an 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 exercise price was 80% of
the average closing price on the Stock Exchange on the five
business days immediately preceding the date of offer of such
options. After 1st September, 2001, the exercise price should
be at least the higher of:

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

(i) the average closing price of the shares on the 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, and settled by physical delivery of shares.
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
("the Listing Rules”) on the Stock Exchange.

At 30th June, 2008, total number of ordinary shares available

for issue under the Share Option Scheme is 13,793,000 or 4.7%
of the issued share capital of the Bank.
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AR T8 2 SHARE OPTION SCHEME (Continued)
R-ZBEENESNA=+H AFEI7EERESE At 30th June, 2008, the Directors and employees of the Bank
AREABANRITRMD 2R T(ZZEF)\  had the following interest in option to purchase the shares

— ==

FRA=THERTEAE¥103.37T) © of the Bank (market value per share at 30th June, 2008 is
HK$103.30).

BB

76EA1—H

2GR ItE

AE  FHE
BTHZ  Weighted
HlkmE  average

Market closing
Tz BERMZ valueper  priceat
Ki®E RHHAE shareat  preceding
L ! RinE R No. of No.of  I{F(E date of  day before
No. of shares  No. of shares KTRH shares shares  Exercise grant of exercise
30/06/2008 31/12/2007  Date granted  exercised lapsed price options date
BT BT BT
HK$ HK$ HK$
Ex Directors

JG4EE  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 -
TXE  Frank)Wang 40,000 40,000  21/05/2004 - - 43.80 43.80 -
40,000 40,000 14/01/2005 - - 51.25 50.75 -
H5EE  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&#  Louis CWHo - 30,000 15/03/2002 30,000 - 26.30 26.30 103.8
- 30,000 14/03/2003 30,000 - 26.50 26.50 103.8
- 20,000 14/01/2005 20,000 - 51.25 50.75 103.8
HitfEE Other Employees 60,000 60,000 10/03/2001 - - 23.60 29.00 -
20,000 20,000 15/03/2002 - - 26.30 26.30 -
40,000 40,000 14/01/2003 - - 25.80 25.70 -
170,000 170,000  21/05/2004 - - 43.80 43.80 -
50,000 50,000 14/01/2005 - - 51.25 50.75 -
80,000 80,000  28/01/2005 - - 50.25 49.80 -

910,000 990,000 80,000 -

80



EEREE

RECHAEZEE B S EFSEREDRTE
BTITHRABREBAKRRIT 2 BB - 1F
REBRSRERARITRN 2 KRB - RIEERER
BHERN _TTMFOA T HERBREAF
A A TFRITHRD REHA KRS T EBRENRT
ERCHTRARN 2 — - RENRTHUENS
NBFEETEF  RUTZAEDHEMR -

EMPLOYEE INCENTIVE PLAN

Pursuant to the approved Employee Incentive Plan (“EIP"), the
Board of 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 that 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
percentage of awards vested between the sixth to the tenth
anniversaries after the date of grant is as follows.

REEMZBADL

Percentage of

HE Date award vesting
BT BHRRENASE Sixth anniversary of the date of grant 5%
BT BH®RAREF Seventh anniversary of the date of grant 10%
BY BHRR ) BEF Eighth anniversary of the date of grant 15%
T B ERERT NIBF Ninth anniversary of the date of grant 20%
BT B ERERT AT Tenth anniversary of the date of grant 50%

RZFENFRA=TH FROTEFREERE
AIRITRE R BAARRIT 2 BT

At 30th June, 2008, the Directors and employees of the Bank
had the following interest in awards to purchase the shares of
the Bank.

BERTH
2 NFEE
HEHH HEHE Fair value of
No. of awards ~ No. of awards Ea=F1 awards at
30/06/2008 31/12/2007 Date granted date of grant
BT
HK$

EE Directors
ISR, Patrick Y B Fung 200,000 200,000 21/05/2004 42.80
450,000 450,000 23/01/2006 56.20
TRE Frank J Wang 125,000 125,000 21/05/2004 42.80
270,000 270,000 23/01/2006 56.20
HEEE Michael Y S Fung 100,000 100,000 21/05/2004 42.80
225,000 225,000 23/01/2006 56.20
AERE Louis C W Ho 10,000 10,000 21/05/2004 42.80
Hftflg & Other Employees 60,000 60,000 21/05/2004 42.80
615,000 615,000 23/01/2006 56.20
140,000 140,000 29/01/2007 94.60

2,195,000 2,195,000
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EMPLOYEE INCENTIVE PLAN (Continued)

The Group granted awards at no consideration for certain
employees to acquire ordinary shares in the Bank under the
EIP. The shares will be acquired at a nominal value of HK$1.00
per share under the awards. The fair value of the awards was
measured at the grant date and is charged to the income
statement 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 income statement as bonus
expenses on an accrual basis.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Bank has complied throughout the six months ended
30th June, 2008 and adopted all the Code Provisions set out
in Appendix 14 — Code on Corporate Governance Practices of
the Listing Rules on 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 separate 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
Mellon, a substantial shareholder, is represented by a Non-
executive Director. 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.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS (Continued)

Having made specific enquiry of all Directors of the Bank,
the Directors have confirmed that they have complied with
the required standards set out in the Model Code for the six
months ended 30th June, 2008.

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 of the Bank has clear terms of reference
and is accountable to the Board. The Committee meets
regularly with the Executive Director, Chief Financial Officer,
Chief Internal Auditor and the external auditors to review
and discuss the financial performance of the Group, consider
the nature and scope of audit and the effectiveness of the
systems of internal control, risk management 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.

The Audit Committee of the Bank has reviewed the interim
results for the six months ended 30th June, 2008.

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 Group Executive.

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, 2008.

COMPLIANCE WITH THE BANKING (DISCLOSURE) RULES
The Bank is required to comply with the Banking (Disclosure)
Rules. The Banking (Disclosure) Rules set out the minimum
standards for public disclosure which authorised institutions
must make in respect of the income statement, state of affairs
and capital adequacy. The interim financial report for the six
month ended 30th June, 2008 comply fully with the applicable
disclosure provisions of the Banking (Disclosure) Rules.
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To the Board of Directors of Wing Hang Bank, Limited

INTRODUCTION

We have reviewed the interim financial report set out on pages
9 to 64 which comprises the consolidated balance sheet of
Wing Hang Bank, Limited as at 30th June, 2008 and the related
consolidated income statement, and consolidated statement
of changes in equity and consolidated statement of cash flows
for the six month period then ended and explanatory notes.
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 directors are responsible
for the preparation and presentation of the interim financial
report in accordance with Hong Kong Accounting Standard
34.

Our responsibility is to form a 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.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410, “Review of interim
financial information performed by the independent auditor
of the entity” issued by the Hong Kong Institute of Certified
Public Accountants. A review of the interim financial report
consists of making enquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less
in scope than an audit conducted in accordance with Hong
Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware
of all significant matters that might be identified in an audit.
Accordingly we do not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial report as at
30th June, 2008 is not prepared, in all material respects, in
accordance with Hong Kong Accounting Standard 34 “Interim
financial reporting”.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

14th August, 2008
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