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The Directors of Dah Sing Banking Group Limited (the “Company”)
are pleased to present the Interim Report and condensed
consolidated financial statements of the Company and its
subsidiaries (collectively the “Group”) for the six months ended 30
June 2008. The unaudited profit attributable to shareholders after
minority interests for the six months ended 30 June 2008 was
HK$516.7 million.

UNAUDITED INTERIM CONDENSED FINANCIAL
STATEMENTS

The unaudited 2008 interim condensed consolidated financial
statements of the Group have been prepared in accordance with
Hong Kong Accounting Standard No. 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants.
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For the six months ended 30 June

HK$'000

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Net trading income
Other operating income

Operating income
Operating expenses

Operating profit before impairment losses
Impairment losses on loans and advances

Operating profit before gains or losses on
certain investments and fixed assets
Net gain on disposal of premises, investment

properties and other fixed assets
Net gain on disposal of available-for-sale
securities
Share of results of jointly controlled entities
Share of results of an associate
Impairment losses charged on
available-for-sale securities

Profit before income tax
Income tax expense

Profit for the period
Profit attributable to minority interests

Profit attributable to shareholders of
the Company

Dividend
Earnings per share
Basic

Diluted

Dividend per share
Interim dividend

Wik
Note

w

™D O

~
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11

ZEENE “EELE
2008 2007
2,389,130 2,797,970
(1,233,668) (1,773,975
1,155,462 1,023,995
372,004 348,763
(51,635) (48,014)
320,369 300,749
97,652 8575
27,218 25,320
1,600,701 1,358,648
(681,870) (626,970)
918,831 731,678
(126,065) (87,854)
792,766 643,824
6,852 45
12,687 81,314
3,272 4,339
54,749 -
(251,909) -
618,417 729,929
(100,162) (111,039
518,255 618,396
(1,558) (2,819
516,697 616,077
167,397 232,854
HK$0.55 HK$0.66
HK$0.55 HK$0.66
HK$0.18 HK$0.25

UNAUDITED CONDENSED CONSOLIDATED INCOME
STATEMENT

9
Variance
A
%

12.8

6.5

17.8
8.8

25.6
435

23.1

-15.3

-16.3

-16.1
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HK$'000 Note
ASSETS
Cash and balances with banks 12
Placements with banks maturing between

one and twelve months
Trading securities 13
Financial assets at fair value through

profit or loss 13
Derivative financial instruments 14
Advances and other accounts 15
Available-for-sale securities 17
Held-to-maturity securities 18
Investment in an associate
Investments in jointly controlled entities
Goodwill
Intangible assets
Premises and other fixed assets 19
Investment properties 20
Current income tax assets
Deferred income tax assets
Total assets
LIABILITIES
Deposits from banks
Derivative financial instruments 14
Trading liabiliies
Deposits from customers designated at fair value through

profit or loss 21
Deposits from customers 22
Certificates of deposit issued 23
Issued debt securities 24
Subordinated notes 25
Other accounts and accruals
Current income tax liabilities
Deferred income tax liabilities
Total liabilities
EQUITY
Minority interests
Equity attributable to the Company’s shareholders

Share capital

Reserves 26

Proposed dividend 26

Shareholders’ funds
Total equity

Total equity and liabilities

UNAUDITED CONDENSED CONSOLIDATED BALANCE

ZERNE “EELE
AAZFH TZAZ+—H
As at As at

30 Jun 2008 31 Dec 2007
11,542,190 10,025,003
911,991 1,919,342
2,210,788 2,281,409
1,023,404 1,351,698
949,828 758,047
66,765,496 65,438,768
20,152,661 25,434,195
6,670,781 4,354,181
856,881 800,989
64,981 63,852
811,690 811,690
136,393 145,911
1,773,663 1,785,033
625,093 658,588
58,440 102,224
88,214 9,228
114,642,494 115,940,158
4,062,015 2,651,668
1,046,718 970,781
2,625,327 2,689,069
1,766,816 3,142,488
76,014,951 75,940,861
6,799,280 8,843,414
2,801,553 2,794,861
5,099,422 5,147,837
5,145,349 4,394,590
40,888 27,256
1,282 88,862
105,403,601 106,691,687
20,484 19,045
932,759 931,416
8,117,753 8,158,298
167,897 139,712
9,218,409 9,229,426
9,238,893 9,248,471
114,642,494 115,940,158
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For the six months ended 30 June 2008

UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

7% v Bt M A A
Attributable to the Shareholders of the Company
»Y
Bk Bemas e RERA O BORER  ERS
Share Share Other  Retained  Minority Total
Ti#T HK$'000 capital premium  reserves  earnings interests equity
ZZZN\%E-A—H%&R  Balance at 1 January 2008 931,416 2,209,149 665339 5,423,522 19,045 9,248,471
kil &5 2 AT Fair value losses on available-for-sale
E#R securities - - (727,330) - (116)  (727,446)
1 B A A R T £ Investment revaluation reserve
i R 5 L T transferred to income statement
F i upon impairment of available-for-sale
securities - - 251,909 - - 251,909
T {0 R A Disposal of available-for-sale securities - - (12,687) - - (12,687)
TR E R L& Premises revaluation reserve realised
3 on disposal of premises - - (4,852) 4,852 - -
HREE i REEH Deferred income tax recognised on
T 8 9 6 A O movements in investment
revaluation reserve - - 71,327 - - 71,327
L7 4 26 T 4 Revaluation reserve transferred to
EERARA retained earnings for depreciation
of premises - - (5,913) 5,913 - -
RS A1 S e Exchange differences arising on
BEMEREN translation of the financial
statements of foreign entities - - 8,149 - &) 8,146
EHMER RS 2T Net (expense)/income recognised
(%) /M A directly in equity - - (419,397) 10,765 (119)  (408,751)
1 A Profit for the period - - - 516,697 1,558 518,255
BEZEENEAA Total recognised (expense)/income
=+ B EAEA R for the six months ended
2 (G /A 30 June 2008 - - (419,397) 527,462 1,439 109,504
LA ST BT B 4T Issue of ordinary shares pursuant to
ba 311330 script dividend arrangement 1,343 19,306 - (20,649) - -
AT BT A Payment of share issue expenses - (19) - - - (19)
T -FFLEAMBE Payment of 2007 final cash
BA dividend - - - (119,063) - (119,069
1343 19,287 - (139,719 - (119,082
“EZFNEARAZTHER  Balance at 30 June 2008 932,759 2,228,436 245942 5,811,272 20,484 9,238,893

ELA5 1R B 2 0 2 R

Proposed interim dividend included in retained earnings

REANZTHIEAMA
Six months ended 30 June

LI

2008

167,897

R

2007

232,854
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UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY (Continued)

For the six months ended 30 June 2008 (Continued)

A/ IR SR £
Attributable to the Shareholders of the Company
HH
A RpEE  AbRE RERM RoRES  #ads
Share Share Other  Retained Minority Total
HK$'000 capital  premium reserves  eamnings interests equity
Balance at 1 January 2007 931,416 2,209,149 1,103,295 5,072,381 19,000 9,335,241
Fair value gains on available-for-sale
securities - - 62,269 - 14 62,283
Disposal of available-for-sale securities - - (81,314) - - (81,314)
Deferred income tax liabilities
recognised on fair value gains on
and disposal of available-for-sale
securities - - (276) - - (276
Exchange differences arising on
translation of the financial statements
of foreign entities - - 354 - 98 452
Net (expense)/income recognised
directly in equity - - (18,967 - 112 (18,855)
Profit for the period - - - 616,077 2,819 618,896
Total recognised (expense)/income
for the six months ended
30 June 2007 - - (18,967) 616,077 2,931 600,041
2006 final dividend - - - (419,137) - (419137)
- - - (419137) - (419137)
Balance at 30 June 2007 931,416 2,209,149 1,084,328 5,269,321 21,931 9,516,145
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FLOW STATEMENT

For the six months ended 30 June

HK$'000 Note

Net cash from operating activities

Cash flows from investing activities

Purchase of investment properties

Proceeds from disposal of premises, investment properties and
other fixed assets

Purchase of other fixed assets

Net cash from/(used in) investing activities

Cash flows from financing activities

Certificates of deposit issued

Certificates of deposit redesmed

Subordinated notes issued

Share issue expenses paid

Dividends paid on ordinary shares

Net cash (used in)/from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

Analysis of the balance of cash and cash equivalents:

Cash and balances with banks

Money at call and short notice

Treasury bills with original maturity within three months
Placements with banks with original maturity within three months

UNAUDITED CONDENSED CONSOLIDATED CASH

“ERNE e SR
2008 2007
2,846,450 322,669
- (15,769

25,607 469
(20,505) (31,114
5,102 (46,414)
1,239,254 1,869,541
(3,296,468) (596,661)
- 1,562,570

(19 -
(119,063) (419,137)
(2,176,296) 2,416,313
675,256 2,692,568
13,622,981 11,262,102
14,298,237 13,954,670
2,045,784 1,854,345
8,596,406 3,873,652
1,844,056 6,961,622
911,991 1,265,051
14,298,237 13,954,670
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Note:

General information

Dah Sing Banking Group Limited (the “Company”) is a bank holding
company. Its principal subsidiaries include Dah Sing Bank, Limited
and MEVAS Bank Limited, both are licensed banks in Hong Kong.
The Company together with its subsidiaries (collectively the “Group”)
provide banking, financial and other related services.

H PR R &l OR 2. Basis of preparation and accounting policies
B R )\ AP op A O B R R 2 The accounting policies and methods of computation used in the
FERECEMF R EEALERE -F2 L preparation of the 2008 interim condensed consolidated financial
FHZAZT—HIEFECEGZTFENE statements are consistent with those used and described in the
3R B O e BT — 2 e Group’s annual audited financial statements for the year ended 31
December 2007.
ZERR AP A ME R R IR RE The 2008 interim condensed consolidated financial statements have
T 5 R B R A 2 CBRAT 2 (BEER) LA [ been prepared in accordance with the requirements set out in the
BRI 4R 51 o Banking (Disclosure) Rules issued by the Hong Kong Monetary
Authority (“HKMA”).
WR 53 Gk WIAN o M ep 00 U 7 A TS iR A8 The interim condensed consolidated financial statements are
DY e ST 27 N presented in thousands of Hong Kong dollars (HK$'000), unless
otherwise stated.
55 B BN 3.  Netinterest income
HWEANA=THIEAMEA For the six months ended 30 June
ZRENE ZEELE
2008 2007
FEMA > AR Interest income arising from:
Bl RAESRAT Y 45 6 Cash and balances with banks 236,914 137,306
BHRERE Investments in securities 646,198 908,722
BB S AR H Advances and other accounts 1,505,408 1,750,565
Hity Others 610 1,877
2,389,130 2,797,970
FELH > WAR Interest expense arising from:
R/ KPR Deposits from banks/Deposits from customers 922,475 1,303,897
BT 5k Certificates of deposit issued 117,082 214,027
BT B E 5 Issued debt securities 53,379 66,642
RAEEH Subordinated notes 115,090 147,995
Hit Others 25,642 41,414
1,233,668 1,773,975
FERARE Included within interest income:
KEEUATHEFEALE  Interest income on financial assets not designated
BETAEGMEMERE  atfair value through profit or loss
ZHEBBA 2,356,378 2,752,053
B FOR B A Interest income on impaired loans 2,861 2,716
FEXHAES - Included within interest expense:
KEEUATEFEHRIL  Interest expense on financial liabilities not designated
BEHFABREMEMER  at fair value through profit or loss
ZHELH 1,066,224 1,500,014
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4. Net fee and commission income
For the six months ended 30 June

Fee and commission income

Fee and commission income from financial
assets and liabilities not designated
at fair value through profit or loss
- Credit related fees and commissions
- Trade finance
- Credit cards

Other fee and commission income
- Securities brokerage and investment services
- Insurance distribution and others
- Retail investment funds and fiduciary services
- Other fees

Fee and commission expense
Handling fees and commission paid
Other fees paid

statements.

5. Net trading income

For the six months ended 30 June

Net gain arising from dealing in foreign currencies

Net loss from trading securities

Net gain/(loss) from derivatives entered into for
trading purpose

Net gain/(loss) arising from financial instruments subject

to fair value hedge

Net loss arising from financial instruments designated

at fair value through profit or loss

ZRRAE “ETLE
2008 2007
32,724 29,245
30,745 31,077
100,023 99,159
99,079 56,495
26,639 26,790
39,713 71,348
43,081 34,649
372,004 348,763
45,330 41,927
6,305 6,087
51,635 48,014
320,369 300,749

The Group provides custody, trustee, corporate administration, and
investment management services to third parties. Those assets that
are held in a fiduciary capacity are not included in these financial

ZEFNE ZELLEF
2008 2007
101,088 49,555
(2,411) (10,920)
9,479 (7,844)
2,487 (2,690)
(12,991) (19,526)
97,652 8,575
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6. Other operating income
For the six months ended 30 June

ZER)\H “EELE
2008 2007
Dividend income from investments in available-for-sale securities
- listed investments 1,026 1,252
- unlisted investments 3,060 2,988
Gross rental income from investment properties 6,366 8,598
Other rental income 3,033 3,458
Others 13,733 9,033
27,218 25,329
7. Operating expenses
For the six months ended 30 June
ZERN\E “EREF
2008 2007
Employee compensation and benefit expenses
(including directors’ remuneration) 415,288 368,318
Premises and other fixed assets expenses,
excluding depreciation 75,021 67,643
Depreciation 46,615 41,195
Advertising costs 26,789 41,056
Amortisation of intangible assets 9,518 11,376
Others 108,639 97,382
681,870 626,970
8. Impairment losses on loans and advances
For the six months ended 30 June
ZER)\HE “EELH
2008 2007
Net charge of impairment losses on loans and advances
- Individually assessed 59,951 27,520
- Collectively assessed 66,114 60,334
126,065 87,854
Of which:
- new and additional (including amounts directly
written off in the period) 168,494 130,895
- recoveries (42,429) (43,041)
126,065 87,854
9. Impairment losses charged on available-for-sale securities

portfolio managers.

The Group’s investment in available-for-sale securities included
leveraged/structured investment vehicles managed by third party

During the six months ended 30 June 2008, falls in the prices of the
Group’s holdings in leveraged/structured investment vehicles, which
had been assessed as impaired at 31 December 2007, have resulted
in a further impairment loss in the period.
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10.

Income tax expense

Hong Kong profits tax has been provided at the rate of 16.5% (2007:
17.5%) on the estimated assessable profit for the period. Taxation
on overseas profits has been calculated on the estimated assessable
profit for the period at the rates of taxation prevailing in the countries
in which the Group operates.

Deferred taxation is calculated in full on temporary differences under
the liability method using a taxation rate of 16.5% (2007: 17.5%).

For the six months ended 30 June

ZZENE “EELE
2008 2007
BB Current income tax
- HikAEH - Hong Kong profits tax 82,857 97,577
— AR - Overseas taxation 9,834 9,990
HEAERIH Deferred income tax
— B - change of tax rate (2,174) -
— B A E A R - relating to the origination and reversal of
i timing differences 9,645 -
— BB ER - utilisation of tax losses - 3,466
100,162 111,033
I A e 9 78 0 11.  Basic and diluted earnings per share
1 A B R TS 7 BR A R 516,697,0000 78 The calculation of basic earnings per share is based on earnings of
(ZEZE-LAF : 616,077,000% 0) KA 5% HK$516,697,000 (2007: HK$616,077,000) and the weighted average
17 A IR~ 25 80931,622,83 1% (—F %t number of 931,622,831 (2007: 931,416,279) shares in issue during
4 1 931,416,2791%) FHE o the period.
o 3 440 9 28 R T 4 28 516,697,00098 U6 (— The calculation of diluted earnings per share is based on earnings of
ZELHE 1 616,077,000 70) KA E 1T HK$516,697,000 (2007: HK$616,077,000) and the weighted average
JBe 473 T AR ST 35 #0931,654,420/ (—ZFE L number of 931,654,420 (2007: 931,587,673) shares in issue during
41 931,587,673/%) A E R RIR 2 A the period after adjusting for the effect of all dilutive potential ordinary
TETC Y T IR A ST shares as shown below:
ZZENE “EELF
B Number of shares 2008 2007
N A Z A H 2 R ¥ Weighted average number of ordinary shares
as at 30 June 931,622,831 931,416,279
R HE TR R Adjustments for share options 31,589 171,394
A Z A H A R 2 A Weighted average number of ordinary shares for
A I RT3 diluted earnings per share as at 30 June 931,654,420 931,587,673
B4 B A BAT 10 45 0 12.  Cash and balances with banks
ZERNE “EERALE
AAZFH FZHA=+—H
As at As at
30 Jun 2008 31 Dec 2007
B4 BAESRITIN & Cash and balances with banks 2,945,784 1,779,413
A S Money at call and short notice 8,596,406 8,245,590
11,542,190 10,025,003

10



(=) 4k B0 & 0 o & DL A it & HLJE 13.  Trading securities and financial assets at fair value through profit

ZHFABENEBEE or loss
“EENE “ERLE
AA=ZHH +ZA=1+—H
As at As at
30 Jun 2008 31 Dec 2007
FHERE RIS - Trading securities:
EBHE Debt securities:
- FE L - Listed in Hong Kong 347,239 578,783
— HiELIS T - Listed outside Hong Kong 16,679 20,094
o il - Unlisted 1,846,870 1,682,532
FREEE MR B4 0% Total trading securities 2,210,788 2,281,409
DA ERFE B HE SR AR Financial assets at fair value through
M aREE - profit or loss:
EH S Debt securities:
- F Ll - Unlisted 1,023,404 1,351,698
PLAFERHE BB ARG Total financial assets at fair value through
f0 5 Al A profit or loss 1,023,404 1,351,698

HEEE BN SR LA THGE Total trading securities and financial assets

HEEHFHABENEMEEAH at fair value through profit or loss 3,234,192 3,633,107
b SR 2 R Market value of listed securities 363,918 598,877
BFEETERNA - Included within debt securities are:

- WHAEREHE AEES - Government bonds included in trading

Z BB securities 2,167,183 2,233,712

— B MR - Certificates of deposit held 397,588 381,171

— HAbEH % 5 - Other debt securities 669,421 1,018,224

3,234,192 3,633,107
DATFHEF 2 B HEF A BENSRE Financial assets at fair value through profit or loss (including trading
(IR RE R E AR ER) ST securities) are analysed by categories of issuer as follows:

Bl Hran

ZEFNE ZERELAE
AHZ+H FZA=+—H
As at As at

30 Jun 2008 31 Dec 2007

— R A R AT - Central governments and central banks 2,167,183 2,233,712
— NEWHNE - Public sector entities 24,190 24,748
— ST R A4 - Banks and other financial institutions 417,003 682,773
- ¥ - Corporate entities 625,816 691,874

3,234,192 3,633,107

11
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14. Derivative financial instruments

Derivatives held for trading
a) Foreign exchange derivatives
Forward and future contracts
Currency swaps
Currency options purchased and written

b) Interest rate derivatives
Interest rate swaps
Interest rate options purchased and written
Interest rate futures

¢) Equity derivatives
Equity options purchased and written

Total derivative assets/(liabilities)
held for trading

Derivatives held for hedging

a) Derivatives designated as fair
value hedges
Interest rate swaps

Total derivative assets/(liabilities)
held for hedging

Derivatives not qualified as hedges for
accounting purposes but which are managed
in conjunction with the financial instruments
designated at fair value through
profit or loss

Currency swaps
Interest rate swaps

Total derivative assets/(liabilities)
not qualified as hedges

Total recognised derivative financial
assets/(liabilties)

12

The notional principal amounts of outstanding derivatives contracts
and their fair values as at 30 June 2008 were as follows:

wh/
A
vy A

Contract/ Fair values
notional B £l
amount Assets Liabilities
61,368,957 148,167 (292,437)
326,481 - (45,620)
26,232,240 179,857 (178,057)
23,928,047 177,674 (152,624)
1,404,305 3,683 (3,645)
31,197 175 -
302,078 4,617 (4,500)
113,593,305 514,173 (676,883)
16,330,150 285,585 (367,901)
16,330,150 285,585 (367,901)
476,823 92,736 (119
6,043,152 57,334 (1,815)
6,519,975 150,070 (1,934)
136,443,430 949,828 (1,046,718)
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Derivative financial instruments (Continued)

The notional principal amounts of outstanding derivatives contracts
and their fair values as at 31 December 2007 were as follows:

) HEEREARZAETA
a) SMEfFETA
EMEMERH
Gtk
A B e A

b MEfETA
kS
T Bl A

o MEatiTELA
A i o 4 A

&) FEMETLA
FEREHZRAY

HERERG AL TR
B/ (86D A%

) FfEERE AL TR
a)  ATFEHEIMZ
fifk A
kS

MR LA TR
BE/ (B A5

3)  HEFHEA A
i > HEEE LA
it & B AEH G ARRN
SMTA-FEHEY
e LR

Bt
kSR

AR TR 2 AT
TR&RE/ (RED A5

ERRZ e TR
BiE/ (AfR) &3t

1) Derivatives held for trading
a)  Foreign exchange derivatives
Forward and future contracts
Currency swaps
Currency options purchased and written

b) Interest rate derivatives
Interest rate swaps
Interest rate options purchased and written

¢) Equity derivatives
Equity options purchased and written

d)  Credit derivatives
Credit default swaps

Total derivative assets/(liabilities)
held for trading

o

Derivatives held for hedging

a) Derivatives designated as fair
value hedges
Interest rate swaps

Total derivative assets/(liabilities)
held for hedging

3)  Derivatives not qualified as hedges for
accounting purposes but which are managed
in conjunction with the financial instruments
designated at fair value through
profit or loss

Currency swaps
Interest rate swaps

Total derivative assets/(liabilities)
not qualified as hedges

Total recognised derivative financial
assets/(liabilities)

&/
bEST LT

Contract/ Falr values
notional B =0
amount Assets Liabilities
71,133,159 207,811 (289,621)
304,956 - (28,892)
9,729,423 141,167 (139,271)
18,454,045 97,776 (92,154)
200,000 10 (10)
628,909 4,641 (4,143)
390,045 - (312)
100,840,537 451,405 (554,403)
16,164,559 198,254 (399,531)
16,164,559 198,254 (399,531)
443,337 59,052 (34)
8,160,097 49,336 (16,813)
8,603,434 108,388 (16,847)
125,608,530 758,047 (970,781)

WEMETRZNPHEHFCEEANZE
BREAE LA

RoZENEANAZTH RlRIEOE
7 A TIRT 5 R R v AR S AT S 2 SR
MR LB ERAMREIZHEA
(BHEfE ME L S 4 4 B A5 68 R0 B i
W BAIE

Exa# Exchange rate contracts
FEEH Interest rate contracts
Hia# Other contracts

The effect of valid bilateral netting agreements has been taken into

account in disclosing the fair value of derivatives.

As at 30 June 2008, the credit risk weighted amounts of the above
off-balance sheet exposures (including credit default swaps)
calculated under Basel Il basis and without taking into account the
effect of bilateral netting arrangement that the Group entered into,

are as follows:

SRENE CERLE
AZFHH FZA=T—H
As at As at

30 Jun 2008 31 Dec 2007
495,494 508,850
204,206 141,282
9,360 18,563
709,060 668,695
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(+H) #EExRLBIKA 15. Advances and other accounts

ZZENE “EELF
AAZFHH TZA=+—H
As at As at
30 Jun 2008 31 Dec 2007
EaSk e ¢k Gross advances to customers 63,042,294 61,294,631
RATE Gross advances to banks 165,751 160,426
HibE e Other assets 3,972,064 4,343,268
BHEH BRI MR E AR Gross advances and other accounts 67,180,109 65,798,325
OBk WA Less: impairment allowances
— BRI FTAE - Individually assessed (175,801) (142,589)
— ARl - Collectively assessed (238,812) (216,968)
(414,613) (359,557)
EHEHRAMEER Advances and other accounts 66,765,496 65,438,768
() #ITEPH K B R (LT3 (a)  Gross advances to customers by industry sector classified
Je B3k 36 71 30 R LA 32 3640 AR B 1 according to the usage of loans and analysed by percentage
H 7 7 87) covered by collateral
ZEENERAZTH SEFLEFZAZT-H
As at 30 Jun 2008 As at 31 Dec 2007
ie ¢kt BT
I AR B A IR B
ZHAR ZHEMK
% of gross % of gross
FUERL B advances FERE advances
Outstanding covered Outstanding covered
balance by collateral Balance by collateral
R MR ER Loans for use in Hong Kong
THEaH Industrial, commercial and financial
E 1 - Property development 436,718 86.3 389,293 95.6
- WERE - Property investment 10,162,538 92.3 9,523,416 85.7
- SRt E - Financial concerns 546,139 76.1 528,728 475
- RE&L - Stockbrokers 13,320 65.4 55,432 59.8
- ftHHTEE - Wholesale and retail trade 1,228,939 85.9 1,204,904 782
— W% - Manufacturing 956,855 79.1 1,277,385 69.4
— B ER R - Transport and transport equipment 4,300,000 92.8 3,755,326 93.1
— R - Recreational activities 61,163 11.0 58,083 -
- B - Information technology 1,298 21.1 2,214 27.4
- Hi - Others 1,744,858 84.0 1,671,503 80.2
19,451,828 89.7 18,466,284 83.9
A Individuals
- BHIBEHLEN#] > - Loans for the purchase of flats in
(RASEREE] R Home Ownership Scheme,
[T B LR 3 Private Sector Participation Scheme
XS ¢ and Tenants Purchase Scheme 1,701,261 100.0 1,776,573 100.0
—- BRI EES - Loans for the purchase of other
residential properties 11,111,942 99.8 11,330,250 99.6
- FRRER - Credit card advances 3,298,073 - 3,311,174 -
- fit - Others 6,574,284 56.3 6,195,711 56.6
22,685,560 72.7 22,613,708 72.2
TR AR ER Loans for use in Hong Kong 42,137,388 80.6 41,079,992 775
UL Trade finance 5,500,483 53.7 5,398,581 54,0
T2t DL AR F Y B3 Loans for use outside Hong Kong 15,395,423 83.6 14,821,058 78.7
63,042,294 79.0 61,294,631 75.7

14



(FH) BEEKEILMBIEA (4)

Advances and other accounts (Continued)

() HZr¥az KPS A (LT (a)  Gross advances to customers by industry sector classified
Je B3k 4 73 J8 K UL SZ A0 0 AR B 1 according to the usage of loans and analysed by percentage
B4 A8 () covered by collateral (Continued)

BRI AR E R A 2T For each industry sector reported above with loan balance
oLk AT LA R A constituting 10% or more of the total balance of advances to
3 A R R AR 0 o A AR B customers, the attributable amount of impaired loans, overdue
BUEEHEDT loans, and individually and collectively assessed loan
impairment allowances are as follows:
ZEBNEARZTH
As at 30 Jun 2008
jig €%
AR
HE=MN PR B
Gross WM WM
advances Individually  Collectively
KERSS  WEBK  overduefor  assessed  assessed
Outstanding Impaired over3 impairment impairment
balance loans months  allowances allowances
TEBHEMMES Loans for use in Hong Kong
THsa Industrial, commercial and financial
- WERE — Property investment 10,162,538 - 30 - 20,066
fAA Individuals
- BEREMAE - Loans for the purchase of other residential
ES et properties 11,111,942 1,312 3,088 229 4,637
v i ey e e
As at 31 Dec 2007
B
R P
BR=fA AR &ATHE
Gross WM BEEM
advances  Individually  Collectively
FEBER O BHEEK  oveduefor  assessed  assessed
Outstanding Impaired over3  impairment  impairment
balance loans months  allowances  allowances
TEBEMMES  Loans for use in Hong Kong
T4 Industrial, commercial and financial
- WERE — Property investment 9,523,416 1,540 1,550 741 15,957
DN Individuals
- BEREMAE - Loans for the purchase of other residential
MEEH properties 11,330,250 2,071 6,301 997 4,553
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(h1) BEEXEILMBEA 4

15. Advances and other accounts (Continued)

(Z) ¥ EA EFERITHE & 7 09 B AR (b)  Non-bank Mainland exposures
ZZENEARZTH
As at 30 Jun 2008
VR
BEABKN  EEAEED WA A
i 3% i B 8 Individually
On-balance Off-balance assessed
sheet sheet HiE impairment
RuHFHE Type of counterparties exposure exposure Total allowances
K B R Mainland entities 2,199,377 - 2,199,377 -
HBEAMEMMATR  Companies and individuals outside Mainland
A - T KB where the credits are granted for use in
TR o B KB £ the Mainland 9,470,344 784,117 10,254,461 133,513
Kbz A #FmELER  Other counterparties the exposures to
BAERBERERTE  whom are considered by the Group to
EF R be non-bank Mainland exposures 62,107 - 62,107 -
ZZFLEFZAET R
As at 31 Dec 2007
T AT
AEAEEN  EEAERMN W
it R figa Indlvidually
On-balance Off-balance assessed
sheet sheet ARE impairment
ZhHHFHER Type of counterparties exposure exposure Total allowances
iEN3: 1 Mainland entities 1,921,468 - 1,921,468 -
BB ABEMMAAL  Companies and individuals outside Mainland
A T R ER where the credits are granted for use in
T K B £ the Mainland 9,918,810 599,287 10,518,007 92,503
KR HHFMIER  Other counterparties the exposures to
WREAAAERTE  whom are considered by the Group to
KPRk be non-bank Mainland exposures 90,234 1,100 91,334 -

()

et b R HREGEAEE S &K

Note: The balances of exposures reported above include gross

RERAMHEFRELE
i o

BT F T R R R

e
A

B BT SRR E 2% 58
BRI 2 58 o B F A M e —
BT > R R 7 {is B B A 5
TR 2 R > BB P s

ZERENFEANAZTHE AEEER
FHRAFEPBET 2T (AFEH
W] 2 S (L B O 4 ) e S
FHET (WHRE-FTLEF 2
A=Z+—HHH) -

()
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advances and other balances of claims on the
customers.

Analysis of gross advances to customers and overdue loans
by geographical area

Advances to customers by geographical area are classified
according to the location of the counterparties after taking
into account the transfer of risk. In general, risk transfer applies
when an advances is guaranteed by a party located in an area
which is different from that of the counterparty.

At 30 June 2008, over 90% of the Group’s advances to
customers, including related impaired advances and overdue
advances, were classified under Hong Kong (a position
unchanged from that as at 31 December 2007).



(t1h) BEBEXREMBWEH 7 15.  Advances and other accounts (Continued)
(T) W{E > 808K 18 R 56 4 (@) Impaired, overdue and rescheduled assets
R Lh B BiRE OL) 2 R/ &5 Apart from those impaired investments in leveraged/structured
P4 TR (RS KTk 2 B E investment vehicles described in Note 9 above and impaired
FREHO s R_FEZNEANAZT advances to customers (as set out below), there were no
HRZZZLFEFA=Z+—H & advances to banks or other assets which were impaired,
A [ AR - AR R R = overdue for over 3 months or rescheduled as at 30 June 2008
Ae i SRR H A R - and 31 December 2007. In respect of advances to customers,
A% P S > HoAE B R 2 A the relevant amounts are analysed below.
T
() WEERK ()  Impaired loans
e 2 I T ZEERLE
AAZFE +ZA=+—H
As at As at
30 Jun 2008 31 Dec 2007
WHEF SR 8% Impaired loans and advances to customers
— fARAE (3 (—)) - Individually impaired (Note (1)) 260,898 252,934
— HAWE (e (=) - Collectively impaired (Note (2)) 17,099 26,295
277,997 279,229
W (A Impairment allowances made
— SIS (3 (=) - Individually assessed (Note (3)) (175,801) (142,589)
— BRI (e () - Collectively assessed (Note (2)) (17,099) (25,740)
(192,900) (168,329)
85,097 110,900
AR A THE Fair value of collaterals held* 78,478 105,043
WE SR LB AEHEIEES  Impaired loans and advances as a % of
B RBFEHEZE ML total loans and advances to customers 0.44 0.46

A (TS AR AR
A1 T B % B A IR
KEER o W R
o

1 S B 8 3 ) % 5
WA R 2 G AR 3R R
T —FEZ PFREfEE H
81 B % JBL R R
([HHRFEPE]) MER
M % JR SR B F 2 A
ZHEEERAIB &R
T S RE T 5E LA
o

G5B W B K A A
%55 DA A R
FEAR I SRR R B
HE@MEEESRL
TRZERLEK - 3%
i bl 25 2 WE S
HEA W EER R
G54 W (E AR —
iy o

LI -1 B 368 8 Al £ %
BAHBREFRAA =T
H/+Z-H=1+—HH
A EE -
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Fair value of collateral is determined as the lower
of the market value of collateral and outstanding
loan balance.

Individually impaired loans are defined as those
loans having objective evidence of impairment
as a result of one or more events that occurred
after the initial recognition of the asset (a “loss
event”) and that loss event has an impact on the
estimated cash flows of the loans that can be
reliably estimated.

Collectively impaired loans and advances refer
to those unsecured loans and advances
assessed for impairment on a collective basis and
which have become overdue for more than 90
days as at the reporting date. The collective
impairment allowance for these impaired loans,
which is a part of the overall collective impairment
allowances, is shown above.

The above individual impairment allowances were
made after taking into account the value of
collaterals in respect of such advances as at 30
June/31 December.



(tIh) BEBEXREMBEH 7 15.  Advances and other accounts (Continued)

(T) WE > aH R E 5 RASE G () (d)

Y
(i) R AR K

FEREF &R Gross advances to customers
M B which have been overdue for:
- =WAME - six months or less but
FAMA over three months
- AHANUL — one year or less but
g4 over six months
- —FlUL — over one year

HIEMEM & Market value of securities held against

AT 5 77 the secured overdue advances
a0 & Secured overdue advances
iRt aRiioe s Unsecured overdue advances
8 0 5L 1 £ Individual impairment allowances

(i) A HAH S (DB Lk
R AR R R E0

REQEK Rescheduled advances
WA Impairment allowances
(%) 4 & (e)
ALEYREEMT
e Inl 4y 3 Repossessed properties
HoAth Others
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Impaired, overdue and rescheduled assets (Continued)

(ii) Overdue loans

fhi% P W& F &%

ZER)N\E Hak ZEFLE Al

AHZTH % oftotal +-H=1—H % of total

As at advances to As at advances to

30 Jun 2008 customers 31 Dec 2007 customers

62,661 0.10 87,239 0.14

65,051 0.10 81,789 0.14

136,742 0.22 105,627 017

264,454 0.42 274,655 0.45
195,446 177,869
127,768 122,297
136,686 152,358
141,403 113,852

(i)  Rescheduled advances net of amounts included in

overdue advances shown above

fhi% Pk hE FEH
it 29¢3 Hik ZZELE A
ANETH % oftotal +ZH=1—H % of total
As at advances to As at advances to
30 Jun 2008 customers 31 Dec 2007 customers
44,596 0.07 66,121 0.11
21 591
Repossessed assets

The repossessed assets of the Group were as follows:
ZZENE “FFLE
AZFHH TZA=+—H
As at As at
30 Jun 2008 31 Dec 2007
34,344 7,617
7,444 21,125
41,788 28,642
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16. Impairment allowances against advances to customers

At 1 January 2008
Impairment losses
Loans written off as uncollectible

Recoveries of advances written off in previous years
Unwind of discount of impairment allowance

At 30 June 2008

At 1 January 2007
Impairment losses
Loans written off as uncollectible

Recoveries of advances written off in previous years
Unwind of discount of impairment allowance

At 31 December 2007

17. Available-for-sale securities

Debt securities
- Listed in Hong Kong
- Listed outside Hong Kong
- Unlisted

Equity securities:
- Listed in Hong Kong
- Listed outside Hong Kong
- Unlisted
- Interests in investment funds
- Others

Total available-for-sale securities
Market value of listed securities

Included within debt securities are:
- Certificates of deposit held
- Other debt securities

Available-for-sale securities are analysed by categories of

issuers as follows:

- Central governments and central banks

- Public sector entities

- Banks and other financial institutions

- Corporate entities
- Others

19

L EER bR
Individually Collectively At
assessed assessed Total
142,589 216,968 359,557
59,951 66,114 126,065
(28,238) (82,338) (110,576)
4,360 38,068 42,428
(2,861) - (2,861)
175,801 238,812 414,613
e AT

Individually Collectively Bt
assessed assessed Total
135,729 218,590 354,319
66,049 115,521 181,570
(66,024) (189,178) (255,202)
12,342 72,035 84,377
(6,507) - (5,507)
142,589 216,968 359,557
“EENE “ERLF

AHZ+H FZA=Z+—H

As at As at

30 Jun 2008 31 Dec 2007

1,759,844 1,737,690

12,704,535 12,829,696

5,308,828 10,502,553

19,773,207 25,069,939

16,133 22,534

114,493 129,940

155,596 152,024

93,232 59,758

379,454 364,256

20,152,661 25,434,195

14,595,005 14,719,860

99,920 970,338

19,673,287 24,099,601

19,773,207 25,069,939

1,330,542 2,339,796

120,051 112,226

8,628,748 12,605,668

10,071,792 10,374,977

1,528 1,628

20,152,661 25,434,195
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18. Held-to-maturity securities

Debt securities
- Listed outside Hong Kong
- Unlisted

Market value of listed securities

Included within debt securities are:
- Certificates of deposit held
- Other debt securities

Held-to-maturity securities are analysed by
categories of issuer as follows:
- Central governments and central banks
- Banks and other financial institutions
- Corporate entities

20

ZERNE ZEZLEF
AR FoAE R
As at As at

30 Jun 2008 31 Dec 2007
4,637,701 4,086,699
2,033,080 267,482
6,670,781 4,354,181
4,459,618 3,880,589
- 4,833
6,670,781 4,349,348
6,670,781 4,354,181
1,452,935 -
4,598,609 3,987,837
619,237 366,344
6,670,781 4,354,181
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19. Premises and other fixed assets

Six months ended 30 June 2008

Opening net book amount

Additions

Disposals

Depreciation charge

Reclassification from investment
properties

Closing net book amount

At 30 June 2008
Cost/valuation
Accumulated depreciation

Net book amount

Year ended 31 December 2007

Opening net book amount
Additions
Recovery of previous revaluation deficits
Revaluation surplus
Disposals
Reclassification from
investment properties
Depreciation charge

Closing net book amount

At 31 December 2007

Cost/valuation
Accumulated depreciation

Net book amount

TR 247 ) 4575 B T 05 {1 (E L 1 2 AT

21

IR - il

R

Furniture,

equipment

and
i motor L)
Premises vehicles Total
1,655,738 129,295 1,785,033
942 19,563 20,505
(6,498) (1,092) (7,590)
(23,961) (22,654) (46,615)
22,330 - 22,330
1,648,551 125,112 1,773,663
1,672,109 362,027 2,034,136
(28,558) (236,915) (260,473)
1,648,551 125,112 1,773,663
1,281,509 105,127 1,386,636
319 68,455 68,774
27,575 - 27,575
399,842 - 399,842
(93,525) - (93,525)
80,613 - 80,613
(40,595) (44,287) (84,882)
1,655,738 129,295 1,785,033
1,655,738 385,928 2,041,666
- (256,633) (256,633)
1,655,738 129,295 1,785,033

The Group’s premises were last revalued at 31 December 2007.
Valuations were made on the basis of open market value by
independent, professionally qualified valuer Savills (Valuation and
Professional Services) Limited for premises in Hong Kong and
Mainland China, and by Savills (Macau) Limited for premises in Macau.
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BHWE 20. Investment properties
BE

ZERNE HE
AHE+HIE ZREALA
AR FZAZT—ALE
Six months FE
ended Year ended
30 Jun 2008 31 Dec 2007
/54 At beginning of the period/year 658,588 642,140
i Additions - 16,289
& Disposals (11,165) (60,463)
EHOBETE Reclassification to premises (22,330) (80,613)
EfhATHEH Fair value gains on revaluation - 141,235
/R At end of the period/year 625,093 658,588

AL EY KR 2 MHER T FEE
T A=+ RIS > SN th B ar B
Y 0 S — R S (4 % B
i) A B2 ] OB AL I B it b I I A 2 4%
B ) RO — RO HAE (R AR
CRRA R 2 B E Y 3%) $ B T B
HEAEAELT -

A1 % DA A1 fi a5 ELIC S8 Mk A AR R
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21.

The Group’s investment properties were last revalued at 31 December
2007. Valuations were made on the basis of open market value by
independent, professionally qualified valuer Savills (Valuation and
Professional Services) Limited for investment properties in Hong Kong
and Mainland China, and by Savills (Macau) Limited for investment
properties in Macau.

Deposits from customers designated at fair value through profit
or loss

ZEFNE ZELLEF

AAZ+H TZA=+—H

As at As at

30 Jun 2008 31 Dec 2007

TR Structured deposits 1,635,512 2,990,647
HAEF Other deposits from customers 131,304 151,841
1,766,816 3,142,488

A T ML B A7 B W R A A 4 AT
1 4 BRI DL b BT 51 2 B 1A {E = 34,000,000
E(CEEEEFT A=+ 0 B
124,000,000% 7T) o

The amount that the Group would be contractually required to pay at
maturity to the holders of these deposits is HK$34 million higher (31
December 2007: HK$124 million higher) than the above carrying
amount.

%Pk 22. Deposits from customers
ZZENE e S did
AHZ+HH FZA=+—H
As at As at
30 Jun 2008 31 Dec 2007
TG AR 30 R AR A K Demand deposits and current accounts 8,731,663 9,100,349
&R Savings deposits 10,408,373 9,550,455
T W R A Time, call and notice deposits 56,874,915 57,290,057
76,014,951 75,940,861

22
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CBAT I A7 3% 23. Certificates of deposit issued
ZEENE SERELE
AA=ZFHH +ZA=1+—H
As at As at
30 Jun 2008 31 Dec 2007

BEUATEF 2 LS Designated at fair value through

sF AR profit or loss 3,711,715 4,160,268
BN TEEW T 2 A TE At fair value under fair value hedge 975,121 1,605,373
B AR At amortised cost 2,112,444 3,077,773
6,799,280 8,843,414

AREE WS C BTGB RE A
FE AR 4 3 8B E BT 2 R W R
16,000,000% 70 (—“FZLFE+ A=+ —
H : {£21,000,000%# 55) °

The amount that the Group would be contractually required to pay at
maturity to the holders of these certificates of deposit is HK$16 million
lower (31 December 2007: HK$21 million lower) than the above
carrying amount.

TR AT 0 06 5 i 2 24, Issued debt securities
ZREN\AE ZEELF
AN=Z+E FZAZT—H
As at As at
30 Jun 2008 31 Dec 2007
e UATEF 2 LS Designated at fair value through
FFAR L profit or loss 1,176,844 1,169,948
BN TEEW T 2 A TE At fair value under fair value hedge 454,814 454,778
AR At amortised cost 1,169,895 1,170,135
2,801,553 2,794,861
CEBITEB B O TIEE Issued debt securities comprises the following:
. KARATAHRAF (TRHHRIT]) 22 . The US$150 million fixed rate and the US$150 million floating

% ff J& 2~ Bl Dah Sing MTN Financing
Limited?Z i 47 817 2 B 7 355 30
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rate Senior Guaranteed Notes (the “Senior Guaranteed Notes”)
issued by Dah Sing MTN Financing Limited, a wholly-owned
subsidiary of Dah Sing Bank, Limited (“DSB”), on 1 December
2004 under DSB’s Euro Medium Term Note Programme, and
are listed on the Luxembourg Stock Exchange. The Senior
Guaranteed Notes are guaranteed by DSB, unsecured, and
have a final maturity on 1 December 2009. Through interest
rate swap arrangements entered into by DSB, the cost of the
fixed rate Senior Guaranteed Notes is determined on floating
rate basis.

The HK$450 million 2-year Fixed Rate Note (the “Fixed Rate
Note”) issued by DSB on 2 November 2007 under DSB’s Euro
Medium Term Note Programme, and is listed on the Singapore
Stock Exchange Securities Trading Limited. The Fixed Rate
Note carries interest at 4.13% per annum and has a final
maturity date on 2 November 2009. Through interest rate swap
arrangements entered into by DSB, the cost of the Fixed Rate
Note is determined on floating rate basis.

The amount that the Group would be contractually required to pay at
maturity to the holders of these issued debt securities is HK$12 million
lower (31 December 2007: HK$5 million lower) than the above
carrying amount.
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25. Subordinated notes

ZEFNE e i
AZEFH FZHA=+—H
As at As at
30 Jun 2008 31 Dec 2007
150,000,000 Tt % — T 4F US$150,000,000 Subordinated Floating Rate Notes
ﬁ%%ﬁﬁﬁﬁﬁﬁngww) due 2015 (Note (3)) 1,169,895 1,170,135
150,000,000 Lt —%F— L4 US$150,000,000 Subordinated Fixed Rate Notes
B B EER (E(2)) due 2017 (Note (b)) 1,114,910 1,163,688
150,000,000 7T i =% — A 4F US$150,000,000 Subordinated Floating Rate Notes
B R SRR (2F (7)) due 2016 (Note (c)) 1,169,895 1,170,135
200,000,0003 TT K A 1% 8 52 B US$200,000,000 Perpetual Subordinated Fixed Rate Notes
&% (1)) (Note () 1,644,722 1,643,879
5,099,422 5,147,837
HE A FERE B EE) Designated at fair value through
FrAR S profit or loss 1,114,910 1,163,688
N TEE T 2 A TE At fair value under fair value hedge 1,644,722 1,643,879
R A At amortised cost 2,339,790 2,340,270
5,099,422 5,147,837
it Note:
(CONN PEPN ¥ 5 FHAEMA Z+ (@)  This represents US$150,000,000 Subordinated Floating Rate

naﬁﬁzwmmmm%mﬁﬁ %
38 5 BF - T S R S R BRI AR B 77
BREER ([EF]D o EETI7®
TR -HFEALHANHE o BRI
BHA-Z-FFERANE - HEAT
HEHSEEERED > WEEZHE
=8 A W Eou AT R SR B s 1
BT UE=MA BT ) - B
M R A B P R B ] 7R
R B FE T R = (8 A I e 8RATIR
EREM—EANTET o  HEEFE
BRI > SO AT T
PEBE R H SR B EEL i ALB A K H

DA 2 1R 0 ol BT A (O 3540 M7 -

W RFBATR ZFFRFNA TN
H #1472 150,000,000 TT4F £.5.451%
T8 I AR B 28 5 BT T B A B
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Notes qualifying as Supplementary capital of DSB issued on
29 April 2005 (the “Notes”), which are listed on the Luxembourg
Stock Exchange. The Notes will mature on 6 May 2015 with
an optional redemption date falling on 6 May 2010. Interest
rate for the Notes is set on a quarterly basis based on 3-month
LIBOR plus 60 basis points from the issue date to the optional
redemption date. Thereafter, if the Notes are not redeemed,
the interest rate will reset and the Notes will bear interest at 3-
month LIBOR plus 160 basis points. DSB may, subject to
receiving the prior approval of the HKMA, redeem the Notes
in whole but not in part, at par either on the optional redemption
date or for taxation reasons on interest payment date.

This represents US$150,000,000 5.451% Subordinated Fixed
Rate Notes qualifying as Supplementary capital of DSB issued
on 18 August 2005 (the “Notes”), which are listed on the
Luxembourg Stock Exchange. The Notes will mature on 18
August 2017 with an optional redemption date falling on 18
August 2012. Interest at 5.451% p.a. is payable semi annually
from the issue date to the optional redemption date. Thereafter,
if the Notes are not redeemed, the interest rate will be reset
and the Notes will bear interest at the then prevailing 5-year
US Treasury rate plus 220 basis points. DSB may, subject to
receiving the prior approval of the HKMA, redeem the Notes
in whole but not in part, at par either on the optional redemption
date or for taxation reasons on interest payment date. An
interest rate swap contract to swap the fixed rate payment
liability of the Notes to floating interest rate based on LIBOR
has been entered into with an international bank.
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25.

Subordinated notes (Continued)

Note: (Continued)

(©

This represents US$150,000,000 Subordinated Floating Rate
Notes qualifying as Supplementary capital of DSB issued on 2
June 2006 (the “Notes”), which are listed on the Singapore
Stock Exchange Securities Trading Limited. The Notes will
mature on 3 June 2016 with an optional redemption date falling
on 3 June 2011. Interest rate for the Notes is set on a quarterly
basis based on 3-month LIBOR plus 75 basis points from the
issue date to the optional redemption date. Thereafter, if the
Notes are not redeemed, the interest rate will reset and the
Notes will bear interest at 3-month LIBOR plus 100 basis
points. DSB may, subject to receiving the prior approval of the
HKMA, redeem the Notes in whole but not in part, at par either
on the optional redemption date or for taxation reasons on
interest payment date.

This represents US$200,000,000 Perpetual Subordinated
Fixed Rate Notes qualifying as upper Supplementary capital
of DSB issued on 16 February 2007 (the “Notes”), which are
listed on the Singapore Stock Exchange Securities Trading
Limited. The Notes carry an optional redemption date falling
on 17 February 2017. Interest at 6.253% p.a. is payable semi
annually from the issue date to the optional redemption date.
Thereafter, if the Notes are not redeemed, the interest rate will
reset and the Notes will bear interest at 3-month LIBOR plus
190 basis points. DSB may, subject to receiving the prior
approval of the HKMA, redeem the Notes in whole but not in
part, at par either on the optional redemption date or for
taxation reasons on interest payment date. An interest rate
swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been
entered into with an international bank.

The amount that the Group would be contractually required to pay at
maturity to the holders of these subordinated notes is HK$30 million
lower (31 December 2007: HK$77 million lower) than the above
carrying mount.
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Ny it 26. Reserves
ZERNE “EERALE
AHZ+HH +ZA=+—H
As at As at
30 Jun 2008 31 Dec 2007
ik Reserves
0l 1 Share premium 2,228,436 2,209,149
e Consolidation reserve (220,986) (220,986)
ITE BN Premises revaluation reserve 758,021 768,786
BB TR Investment revaluation reserve (1,028,363) (611,582)
[ Lt 1t Exchange reserve 37,016 28,867
— et General reserve 700,254 700,254
TR BRI Retained earnings 5,811,272 5,423,522
8,285,650 8,298,010
AR R B 2 R R 5 Proposed dividend included in retained earnings 167,897 139,712
REMZHEMBERITAR > KRHMITH The Group’s Hong Kong banking subsidiaries, Dah Sing Bank, Limited
FRS R (TR ERAT ) B B 4R A7 4 RN 7 (“DSB’) and MEVAS Bank Limited (“MEVAS”), are required to maintain
(TEBISRAT]) > ZHMF S FUERAT BB regulatory reserve to satisfy the provisions of the Hong Kong Banking
FHESHEMZHE > SRS - Ordinance for prudential supervision purposes. At 30 June 2008,
AZERENFEASAZTH - KT kY each of DSB and MEVAS has earmarked a regulatory reserve of
WISRAT E Al B O AR A — MR A ROk B HK$566,483,000 (31 December 2007: HK$734,327,000) and
) v 35 % 566,483,000 0 (—FFLFE T HK$16,528,000 (31 December 2007: HK$16,798,000) in the
HZ=Z+—H : 734,327,000% Jt) } 16,528,000 consolidated general reserve and retained profits respectively.
BT (ZEFZLE+HA=Z1+—H Movements in the regulatory reserve are made directly through equity
16,798,000% 70) Z G 4A1E By [ i) - B reserve and in consultation with the Hong Kong Monetary Authority.
Bt 2B TR R A
L7 v 4 A B R AT R o
() EARAERRSE 27. Contingent liabilities and commitments
() BARE (a)  Capital commitments
AR AERE R ABERZ EX Capital expenditure at the balance sheet date but not yet
ARPEWT incurred is as follows:
ZZENE “EERLF
ANZETH FZHA=+—H
As at As at
30 Jun 2008 31 Dec 2007
EAMERBEMH 2T Expenditure contracted but not provided for 76,621 83,904
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drt) SARABERSE H) 27. Contingent liabilities and commitments (Continued)

(2)

(7)

15 AR IE (b)  Credit commitments

AEBEEAERIVRERETEF
Z TR A S E B RIS BR b m

MEEAFMT - credit to customers are as follows:

HEGFERER Direct credit substitutes
B2 M 2 SR H Transaction-related contingencies
LB 5 M B 2 SR T Trade-related contingencies

AR FHOE 2 Other commitments which are unconditionally
R cancelable
HAh R - HEABRE © Other commitments with an original maturity of:
- DR —1F - under 1 year
- —ERME -1 year and over
T Forward forward deposits placed
A A B ROK A Contingent liabilities and commitments
BEH BRI (c)  Operating lease commitments

ARG Fy R AN - iR AT 3
AR R BT R AR 2 B R B

BRI - leases are as follows:
— PR Not later than 1 year
—EUKRELE Later than 1 year and not later than 5 years

27

The contract and credit risk weighted amounts of the Group’s
off-balance sheet financial instruments that commit it to extend

FREW

Contract amounts
“EENE “ERLF
ANE+TE FZA=T—H
As at As at
30 Jun 2008 31 Dec 2007
721,281 692,615
3,434 2,521
895,264 883,271
31,969,206 30,758,565
3,277,973 3,902,908
1,633,059 1,301,489
3,804,841 640,102
42,305,058 38,181,471

155 % R B

Credit risk weighted amounts

“EENE “ERLF
ANE+TE FZA=T+—H
As at As at
30 Jun 2008 31 Dec 2007
2,469,099 1,729,744

Where a Group company is the lessee, the future minimum
lease payments under non-cancellable building operating

ZZENE “FFTLE
AZETH FZHA=+—H
As at As at

30 Jun 2008 31 Dec 2007
83,450 78,290
62,758 81,463
146,208 159,753
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As at 30 June 2008

Assets

Cash and balances with banks

Placements with banks maturing
between one and twelve months

Trading securities

Financial assets at fair value
through profit or loss

Derivative financial instruments

Advances and other accounts

Available-for-sale securities

Held-to-maturity securities

Investment in an associate

Investments in jointly controlled
entities

Goodwil

Intangiole assets

Premises and other fixed assets

Investment properties

Current income tax assets

Deferred income tax assets

Total assets

Liabilities

Deposits from banks

Derivative financial instruments

Trading liabilities

Deposits from customers
designated at fair value
through profit or loss

Deposits from customers

Certificates of deposit issued

Issued debt securities

Subordinated notes

Other accounts and accruals

Current income tax liabilities

Deferred income tax liabilities

Total liabilities

Net liquidity gap

28.  Maturity profile
The table below analyses the Group’s assets and liabilities into relevant
maturity groupings based on the remaining period at balance sheet
date to the contractual maturity date or, where applicable, the earliest
callable date.
ZHABL LEE
EULE -4 —fRL #ln
W BT Over EL No
Repayableon ~ 3months  3months  Over1 year BiENE  contractual fit
demand or less tolyear  to5years Over5years maturity Total
2,945,784 8,596,406 - - - - 11,542,190
- 648,394 263,597 - - - 911,991
- 486,326 1,572,777 130,638 21,047 - 2,210,788
- 823,999 - - 199,405 - 1,023,404
- 184,446 203,060 225,785 336,537 - 949,828
6,378,932 13,664,390 6,599,710 18,321,935 21,555,372 245,157 66,765,496
- 641,772 3115177 5,074,145 10,895,390 426,177 20,152,661
- 1,312,502 434222 2114580 2,809,477 - 6,670,781
- - - - - 856,881 856,881
- - - - - 64,981 64,981
- - - - - 811,690 811,690
- - - - - 136,393 136,393
- - - - - 1,773,663 1,773,663
- - - - - 625,093 625,093
- - 58,440 - - - 58,440
- - 87,895 319 - - 88,214
9324716 26,358,235 12,334,878 25,867,402  35817,228 4,940,085 114,642,494
77,644 2,577,083 1,273,288 134,000 - - 4,062,015
- 311,782 202,780 178,819 353,337 - 1,046,718
- 2,062,912 433,016 129,298 101 - 2,625,327
- 1,669,197 84,455 13,164 - - 1,766,816
19,236,755 50,581,446 5,475,827 720,923 - - 76,014,951
- 1,082,117 5,580,964 136,199 - - 6,799,280
- - - 2,801,958 - - 2,801,558
- - - 3454700 1,644,722 - 5,099,422
14,688 4,068,739 345,198 340,126 - 376,598 5,145,349
- - 40,888 - - - 40,888
- - 1,282 - - - 1,282
19,329,087 62,353,276 13,437,698 7,908,782 1,998,160 376,598 105,403,601
(10,004,371)  (35995,041)  (1,102,820) 17,958,620 33,819,068 4,563,437 9,238,893
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As at 31 December 2007

Assets

Cash and balances with banks

Placements with banks maturing
between one and twelve months

Trading securities

Financial assets at fair value
through profit or loss

Derivative financial instruments

Advances and other accounts

Avallable-for-sale securities

Held-to-maturity securities

Investment in an associate

Investments in jointly controlled
entities

Goodwil

Intangible assets

Premises and other fixed assets

Investment properties

Current income tax assets

Deferred income tax assets

Total assets

Liabilities

Deposits from banks

Derivative financial instruments

Trading liabilities

Deposits from customers
designated at fair value
through profit or loss

Deposits from customers

Certificates of deposit issued

Issued debt securities

Subordinated notes

Other accounts and accruals

Current income tax liabilities

Deferred income tax liabilities

Total liabilities

Net liquidity gap

28. Maturity profile (Continued)

=RALE LE

ZRAE -5 —EE R K

kit BT Over N No
Repayable on 3 months 3months  Over 1 year BEME  contractual &t
demand or less to 1 year to5years  Over 5 years maturity Total
1,553,298 8,471,710 - - - - 10,025,003
- 1,557,301 362,041 - - - 1,919,342
- 890,706 980,190 389,253 21,260 - 2,281,409
- 1,295,734 55,964 - - - 1,351,698
606 200,681 135,617 201,807 219,336 - 758,047
6,365,031 13,252,538 6,467,463 17,681,885 21,412,714 259,137 65,438,768
- 5082478 2841619 5870631 11,271,138 368,334 25,434,195
- 4,833 101,522 1,406,279 2,842,547 - 4,354,181
- - - - - 800,989 800,989
- - - - - 63,852 63,852
- - - - - 811,690 811,690
- - - - - 145,911 145,911
- - - - - 1,785,083 1,785,033
- - - - - 658,588 658,588
- - 102,224 - - - 102,224
- - - 9,228 - - 9,228
7918930 30,755,976 11,046,640 25,558,083 35,766,995 4,893,534 115,940,158
178572 2,239,069 - 234,027 - - 2,051,668
18,768 258,517 145,565 185,091 362,820 - 970,781
439152 1902218 203032 124,667 - - 2,689,069
- 2,935,618 154,821 52,049 - - 3142488
18,748,346 53,288,784 2,963,975 939,756 - - 75,940,861
- 1932422 3686949 3,224,043 - - 8843414
- - - 2794861 - - ,794.861
- - - 3503958 1643879 - 5147887
16478 3,626,238 321,863 2,439 3 427569 4,394,590
- 564 26,692 - - - 27,256
- - 176 88,686 - - 88,862
19401336 66183430 7523078 11,149,577 2,006,702 427569 106,691,687
(11,482,406)  (35,427,454) 3523567  14,408506 33760293 4465965 9,248,471
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operations
For the six months ended 30 June

“RRNE “EERLE
2008 2007
Operating profit before gains or losses on certain
investments and fixed assets 792,766 643,824
Net interest income (1,155,462) (1,023,995)
Dividend income (4,086) (4,240)
Impairment charges on loans and advances 126,065 87,854
Unwind of discount on loan impairment allowances (2,861) (2,716)
Advances written off net of recoveries (68,148) (81,957)
Depreciation 46,615 41,195
Amortisation of intangible assets 9,518 11,376
Interest received 2,561,512 2,505,022
Interest paid (643,463) (1,080,559)
Dividend received 4,086 4,240
Operating profit before changes in operating
assets and liabilities 1,666,542 1,100,044
Changes in operating assets and liabilities
Change in trading securities 236,041 (321,418)
Change in derivative financial instruments (115,844) (170,248)
Change in financial assets designated at fair value through
profit or loss 328,294 10,656
Change in advances to customers (1,747,663) (6,494,789)
Change in advances to banks (5,326) 1,795
Change in other accounts 511,823 (1,564,981)
Change in loan receivable from a jointly-controlled entity 2,143 -
Change in available-for-sale securities 4,554,088 (1,379,023
Change in held-to-maturity securities (2,158,718) 111,626
Change in deposits from banks 1,410,347 929,363
Change in trading liabilities (63,742) 1,943,660
Change in deposits from customers 74,090 2,408,831
Change in deposits from customers designated at fair value
through profit or loss (1,375,672) 313,664
Change in other accounts and accruals 87,020 3,676,431
Exchange adjustments (126,100) 95,624
Cash generated from operating activities 3,277,323 661,235
Interest paid on issued debt securities and
subordinated notes (211,134) (161,304)
Interest paid on certificates of deposit issued (184,894) (176,588)
Hong Kong profits tax paid (33,752) -
Overseas tax paid (1,093) 674)
Net cash from operating activities 2,846,450 322,669
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Asia Pacific excluding Hong Kong
North and South America
Europe

Asia Pacific excluding Hong Kong
North and South America
Europe

75 55 (R LR A B R B ) RS AR - R
18 55 7 10 O A1 3 T 985 6 6 A0 3t 52 )
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T R o 72K ) B K00 53— D i R
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Cross-border claims
Equivalent in HK$ millions

ZEEAEAAZTN

As at 30 Jun 2008
AT R Al
SRR
Banks REBRE
and other Public
financial sector b Mk
institutions entities Others Total
10,906 246 10,103 21,255
792 - 3,299 4,091
10,361 - 2,961 13,322
22,059 246 16,363 38,668
SEFLEF AT R
As at 31 Dec 2007
AT R
SRS
Banks INEHE
and other Public
financial sector HAb Bt
institutions entities Others Total
10,510 252 10,080 20,842
966 - 2,684 3,650
13,648 - 3,574 17,222
25,124 252 16,338 41,714

The information of cross-border claims discloses exposures to foreign
counterparties on which the ultimate risk lies, and is derived according
to the location of the counterparties after taking into account any
transfer of risk. In general, transfer of risk from one country to another
is recognised if the claims against a counterparty are guaranteed by
another party in a different country or if the claims are on an overseas
branch of a bank whose head office is located in a different country.
Only regions constituting 10% or more of the aggregate cross-border

claims are disclosed.
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31. Segment reporting

(A) By business segments

For the six months ended 30 June 2008

WARE  WRRA
Personal ~ Commercial WEEE  AMNEH it it
Banking Banking Treasury  Unallocated  Elimination Total
Interest income from
- external customers 690,746 840,130 831,761 26,493 - 2,389,130
- inter-segments 459,236 - - 211,403 (670,639) -
Interest expense to
- external customers (668,514) (200,787) (99,945) (264,422) - (1,233,668
- inter-segments - (148,556) (522,083) - 670,639 -
Net interest income 481,468 490,787 209,733 (26,526) - 1,155,462
Net fee and commission income 233,107 78,247 1,718 7,297 - 320,369
Net trading income/(loss) and other
operating income 21,350 9,662 95,827 (1,969) - 124,870
Operating income/(loss) 735,925 578,696 307,278 (21,198) - 1,600,701
Operating expenses (430,292) (168,792 (60,272) (22,514) - (681,870)
Operating profit/(loss) before impairment
losses 305,633 409,904 247,006 (43,712) - 918,831
Impairment losses on loans and advances (54,130) (71,935) - - - (126,065)
Operating profit/{loss) before gains or
losses on certain investments and
fixed assets 251,503 337,969 247,006 (43,712) - 792,766
Net gain on disposal of premises, investment
properties and other fixed assets 20 - - 6,832 - 6,852
Net gain on disposal of
available-for-sale securities 6,065 - 3,404 3,218 - 12,687
Share of results of jointly controlled entities - - - 3,212 - 3,212
Share of results of an associate - - - 54,749 - 54,749
Impairment losses charged on
available-for-sale securities - - - (251,909) - (251,909)
Profit before income tax 257,588 337,969 250,410 (227,550) - 618,417
As at 30 June 2008
Total assets 21,241,798 37,189,772 46,262,374 3,948,550 - 114,642,494
Total liabilities 57,761,171 17,707,695 16,801,132 13,133,603 - 105,403,601
For the six months ended
30 June 2008
Depreciation 23,475 11,102 5,004 7,034 - 46,615
Capital expenditure incurred 15,349 917 9 4,140 - 20,505
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WEZEZTLEAA =1 HIEAWEA

HEHA

- MER
- BEH

HEH

- BRER
- BHA

BHBRA

FRERLAE
A/ ()

FHARA/ (B8
BHMRERA

BHEA
BELH

B EEE
LEEEH

FHEAHZHEER

AT REREE KR
ERH ARER

HELBRERELE
B8/l

Bt Al

Interest income from
- external customers
- inter-segments
Interest expense to
- external customers
- inter-segments

Net interest income

Net fee and commission
income/(expense)

Net trading income/(l0ss) and other
operating income

QOperating income
QOperating expenses

QOperating profit before impairment losses
on loans and advances

Impairment losses on loans and advances

Operating profit before gains or losses on
certain investments and fixed assets

Net (loss)/gain on disposal of other
fixed assets

Net (loss)/gain on disposal of
available-for-sale securities

Share of results of jointly controlled entities

Profit before income tax

“EELEFZAZ1-0 Asat 31 December 2007

K ait
fifRat

HE-ZZLE
NAZTHEAEA

ik

ST

Total assets
Total liabilties

For the six months ended
30 June 2007

Depreciation

Capital expenditure incurred

Segment reporting (Continued)

(A) By business segments (Continued)

For the six months ended 30 June 2007

A WERG
Personal ~ Commercial ~ BBEE  RAHER it Hst
Banking Banking Treasury  Unallocated ~ Elimination Total
872,855 982,410 978,899 13,806 - 2797910
632,899 - 10 423,648 (1,086,557) -
(993,508) (251,388) (160,551) (368,528) - (1,773,975
3,799 (318,854) (741,502) - 1,056,557 -
516,045 362,168 76,856 68,926 - 1,02399%
229,246 63,401 (734) 8,836 - 300,749
8,443 10,107 17,702 (2,348) - 33,904
753,734 435,676 93,824 75,414 - 1358648
(422,342) (142,386) (42,89) (19,349) - (626,970)
331,392 293,290 50,931 56,065 - 731,678
(42,241) (45,636) 23 - - (87,854)
289,151 247,654 50,954 56,065 - 643,824
(29) (4 - 485 - 452
(13) - 77434 3,893 - 81,314
- - - 4339 - 4339
289,109 247,650 128,388 64,782 - 729,929
21,207,243 35957,780 48,482,583 4,232,552 - 115,940,158
55411217 19,761,043 17,146,476 14,372,891 - 106,691,687
21,007 9,257 3,003 7,838 - 41,19
20,750 1,907 49 7,961 - 31114
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Segment reporting (Continued)

(H) ¥ () (A) By business segments (Continued)
BWARTEBOEEZBARTFfF Personal banking business includes the acceptance of
W TS - RARR B deposits from individual customers and the extension of
s R IR - DRBS S5 00 B8 B A0 4% residential mortgage lending, personal loans, overdraft and
HeH o credit card services, the provision of insurance sales and

investment services.
PRI EH R AR B Commercial banking business includes the acceptance of
BHECMERE S ME » HAEHK deposits from and the advance of loans and working capital
TR KRG & P 3 20 T R finance to commercial, industrial and institutional customers,
K o IVUIERA - 1R R o R and the provision of trade financing. Hire purchase finance
W ML o and leasing related to equipment, vehicle and transport
financing are included.
PR T E AR A AR - p o gy Treasury activities are mainly the provision of foreign exchange
BB - FREREH - BN services and centralised cash management for deposit taking
HEM RS EaEREN - and lending, interest rate risk management, management of
investment in securities and the overall funding of the Group.
FABEFR AT EEESTME Unallocated items include results of operations, corporate
HEBHMz BHELS - EERE investments (including properties) and debt funding (including
(BHWE MEFES (BFEEESR subordinated notes) not directly identified under other business
) ZIEH - divisions.
(Z) %@ 3 H (B) By geographical segments
7]
Ly anl ik
Hong Kong B Inter-segment i)
and others Macau elimination Total
BEZZEAEAN For the six months ended
ZFHEAEA 30 June 2008
BEA Operating income 1,465,978 134,827 (104) 1,600,701
L i i Profit before income tax 578,884 39,533 - 618,417
A Profit for the period 484,720 33,535 - 518,255
g Depreciation 39,858 6,757 - 46,615
EALH Capital expenditure incurred 16,557 3,948 - 20,505
ZEBAEANZN As at 30 June 2008
B At Total assets 105,179,403 10,867,830 (1,404,739) 114,642,494
Afaast Total liabilities 97,593,496 9,214,844 (1,404,739) 105,403,601
HIRE B RASE Contingent liabilities and commitments 40,772,529 1,755,358 - 42,527,887
&5
Bk IR R4
Hong Kong WM Inter-segment At
and others Macau elimination Total
BEZZBLEAN For the six months ended
ZFHEAEA 30 June 2007
BERA QOperating income 1,214,360 144,288 - 1,358,648
W Bt i s Profit before income tax 663,897 66,032 - 729,929
AR A Profit for the period 562,160 56,736 - 618,896
& Depreciation 32,697 8,498 - 41,195
EA Capital expenditure incurred 26,669 4,445 - 31,114
ZRBLEFZAZE-H As at 31 December 2007
B At Total assets 107,127,748 11,047,005 (2,234,595 115,940,158
AR Total liabilities 09,474,842 9,451,440 (2,234,595) 106,691,687
HRA B RASR Contingent liabilities and commitments
(%) (Restated) 36,841,031 1,584,097 - 38,425,128
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32. Currency concentrations

T AAERE_ZENEAH=Z1THZ The following sets out the Group’s net foreign exchange position in
FIUHE BB & W 2 SNEF AR (B 24 USD and other individual currency that constitutes more than 10%
EFFESanaIEFEa 2T o RHE of the total net position in all foreign currencies as at 30 June 2008
M 2 MR o and the corresponding comparative balances.
TSR E BT Equivalent in HK$ millions

e AR il
ZEZZNEANA=TH At 30 Jun 2008 UsD CNY MOP
REERE Spot assets 28,334 2,393 2,997
HEAE Spot liabilities (26,833) (2,386) (4,490)
HHEA Forward purchases 31,262 52 1
I Forward sales (31,756) @ -
&,/ Vi) BE Net long/(short) position 1,007 57 (1,492)
AR R Net structural position - 114 -

ESH NG YA
“EFLFETZAZT—H At 31 Dec 2007 usD CNY MOP
REERE Spot assets 30,404 1,031 3,038
REAR Spot liabilities (26,030) (1,045) (4,317)
HHEA Forward purchases 34,672 638 -
EHE Forward sales (38,417) (548) -
£/ (H) BFE Net long/(short) position 629 76 (1,279)
R HE Net structural position - 107 -
). 2] 33. Related-party transactions

e 22 AN e S IS L
AL (R E R A T ~ [ R
(G0 PN IR o 2 A = o e
G DS VN2 VPN
AT Z B HME S -

L AF FF A B B 22 5 2 Rk B AR R 2 S
FUTERFEMAEBEE -FTTLFT
TAEtT-HILEEZREN LS RA
S T A AR BT BB R T A B Y
i AVY W T N &

BEZEEZNERA=Z1THIEAMA - B
A B A B Y R AR T IE R
B R w0 AR B R
AR YRR NGk Y & R E
HHEAT -

During the first half of 2008, the Group entered into various continuing
connected transactions with related parties including the ultimate
holding company, fellow subsidiaries, companies directly or indirectly
controlled or significantly influenced by the shareholders or directors
of the ultimate holding company.

There were no material change in the terms of these continuing
connected transactions since the review by the Company’s
independent non-executive directors of related-party transactions of
the Group for the year ended 31 December 2007 and related
disclosure set out in the Group’s 2007 annual financial statements.

For the six months ended 30 June 2008, all continuing connected
transactions were conducted in the ordinary and usual course of
business of the Group, on normal commercial terms, and in
accordance with the relevant agreements on terms that are fair and
reasonable and in the interests of the shareholders of the Company
as a whole.
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34.

Related-party transactions (Continued)

The Company and its wholly-owned subsidiaries received and
incurred income and expense from the continuing connected
transactions (within the definition of Rule 14A.14 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”)) entered into with the ultimate
holding company and fellow subsidiaries during the period. The
aggregate values of these transactions are not material and are well
within the respective annual caps applicable to the Group under Rules
14A.35(2) and 14A.36(1) of the Listing Rules.

The Group provides credit facilities to, and takes deposits from the
Group’s key management personnel, their spouses and companies
which the key management personnel have significant influence.
During the first half of 2008, there were no significant changes in the
balances of these credit facilities and deposits compared to the
positions at 31 December 2007.

Key management personnel of the Company are executive directors
and there were no significant changes to their remuneration terms
since 31 December 2007 in the six months ended 30 June 2008.

Risk management

The Group recognises the changing nature of risk and manages it
through a well-developed management structure.

Risk management is focused on the five major areas of risk — credit
risk, market risk, interest rate risk, liquidity risk and operational risk.
Credit risk occurs mainly in the Group’s credit portfolios comprising
commercial, wholesale and retail lending, equipment and hire
purchase financing, and treasury and financial institutions wholesale
lending.

Market risk arises mainly in Treasury and is associated principally
with the Group’s on-balance sheet positions in the trading book, and
off-balance sheet trading positions including positions taken to hedge
elements of the trading book.

Interest rate risk means the risk to the Group’s financial condition
resulting from adverse movements in interest rates.

Liquidity risk arises across the Group’s balance sheet.

Operational risk is the risk of loss (direct or indirect) resulting from
inadequate or failed internal processes, people and systems or from
external events.
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Risk management (Continued)
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The risk management structure of the Group

The Board of Directors has the broad overall responsibility for
the management of all types of risk. The responsibilities of the
Board in relation to risk control are:

. the approval of the overall strategy and policies to
ensure that credit and other risks are properly managed
at both the transaction and portfolio levels;

. the management of risk, both financial and non-financial,
conducted through operational and administrative
control systems including the operation of the Group
Audit Committee; review of key results (against
forecasts), operational statistics and policy compliance;
and

. financial performance by analysis against approved
budgets and analysis of variations in key non-financial
measures.

The Executive Committee has been delegated the authority to
oversee and guide the management of different risks which
are more particularly managed and dealt with by Group Risk
and different functional committees.

Group risk function

The independent Group Risk function is responsible for
ensuring that policies and mandates are established for the
Group as a whole. Group Risk monitors and reports the Group
risk positions to the Board via the Risk Management Committee
and the Executive Committee, sets standards for financial risks
and data integrity and ensures that the financial risks are fully
considered in the product planning and pricing process. Group
Risk reviews and approves all credit and risk exposure policies
for the Group including the approval of exposures to new
markets, economic sectors, organisations, credit products and
financial instruments which expose the Group to different types
of risks. In determining risk policies, Group Risk takes into
account the guidelines established by the Hong Kong Monetary
Authority, business direction, and risk adjusted performance
of each business. Group Risk is also represented on the lending
or risk committees of the Group’s operating divisions and
businesses.

The Group’s risk management expertise continues to advance
the overall quality of the Group’s lending portfolios, and enables
the Group to meet the changing regulatory requirements and
enter into credit exposures with the confidence that it
understands the associated risks and rewards.

The Group is continuing to evolve its risk management
capabilities under the aegis of the Head of Group Risk,
increasing the focus of its risk strategy on risk and reward and
returns on capital. The Group uses a range of risk measurement
and analytical tools in its management of the various risks
which it faces in its day-to-day businesses and these are
continually being enhanced and upgraded to reflect the ever-
changing business needs and the requirements of the
regulators. The Risk Management and Control function is part
of Group Risk and reports directly to the Head of Group Risk.
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Risk management (Continued)
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Business division credit committees

Each of the operating divisions of the Group has its own credit
or risk committee responsible for approving and recommending
policies, limits and mandates for risk control within their
respective business areas. This is consistent with the Group’s
approach of devolving responsibility for risk management to
the individual business areas under the aegis of the Group
Risk function. As such, each business credit risk function
reports to both Group Risk and the business area which it
supports.

Strategy in using financial instruments

The Group accepts deposits from customers at both fixed and
floating rates, and for various periods, and seeks to earn
positive interest margins by investing these funds in high-quality
assets. The Group seeks to increase these margins by
consolidating short-term funds and lending for longer periods
at higher rates, while maintaining sufficient liquidity to meet all
claims that might fall due.

The Group also seeks to raise its interest margins through
lending to commercial and retail borrowers with a range of
credit standing by charging customers appropriate lending
rates and fees, taking into consideration credit risk and market
conditions. Such exposures involve not just on-balance sheet
loans and advances, as the Group also enters into guarantees
and other commitments such as letters of credit, performance
and other bonds.

The Group also trades in financial instruments where it takes
positions in exchange-traded and over-the-counter
instruments, including derivatives, to take advantage of short-
term market movements in equities and bonds and in currency,
interest rate and commaodity prices. The Board places trading
limits on the level of exposure that can be taken in relation to
market positions. Apart from specific hedging arrangements,
foreign exchange and interest rate exposures are normally
offset by entering into counterbalancing positions (including
transactions with customers or market counterparties), or by
the use of derivatives, thereby controlling the variability in the
net cash amounts required to liquidate market positions.

The Group also uses interest rate swap and other interest rate
derivatives to mitigate interest rate risk arising from changes
in interest rates that will result in decrease in the fair value of
fixed rate assets or increase in the fair value of fixed rate term
liabilities. Certain of these financial instruments are designated
as fair value hedges, and the terms of hedge including hedged
item, amount, interest rates, hedge period and purpose are
determined and documented at the inception of each fair value
hedge. Hedge effectiveness is assessed at inception on a
prospective basis and is reassessed, on an ongoing basis,
based on actual experience and valuation. Fair value hedge
relationships that do not meet the effectiveness test
requirement of hedge accounting are discontinued with effect
from the date of ineffectiveness of the fair value hedge.
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Credit risk

The Group’s main credit risk is that borrowers or counterparties
may default on their payment obligations due to the Group.
These obligations arise from the Group’s lending and
investment activities, and trading of financial instruments
(including derivatives).

The Group has a Group Credit Committee and for each
business division a credit committee made up of certain
Executive Directors and senior credit officers and chaired by
the Chief Executive. Each credit committee has the
responsibility for formulating and revising credit policies and
procedures for that division within the parameters of the Group
Risk Policy and regulatory framework. Credit policies and
procedures define the credit assessment and approval criteria
and guidelines, use of scoring, review and monitoring process
and the systems of loan classification and impairment.

The Group manages all types of credit risk on a prudent basis,
in accordance with the credit approval and review policies, by
evaluating the credit-worthiness of different types of customers
and counterparties based on assessment of business, financial,
market and industry risks applicable to the types of loans,
collateral and counterparty dealings including dealing in or use
of derivative financial instruments. Credits are extended within
the parameters set out in the credit policies and are approved
by different levels of management based upon established
guidelines. Credit exposures, limits and asset quality are
regularly monitored and controlled by management, credit
committees and Group Risk. The Group’s internal auditors
conduct regular reviews and audits to ensure compliance with
credit policies and procedures and regulatory guidelines.

The individual business’ credit policies also establish policies
and processes for the approval and review of new products
and activities, together with details of the loan grading, or credit
scoring, processes and impairment policies.

Credit risk exposures

Standard & Poor’s Ratings Services (“Standard & Poor’s”),
Moody’s Investors Services (“Moody’s”) and Fitch Ratings are
the external credit assessment institutions (“ECAIs”) that the
Group uses for the assessment of its credit risk exposures to
banks, sovereigns, public sector entities, and collective
investment schemes as well as securitisation exposures and
exposures to corporates that do not qualify as regulatory retail

exposures.

The process it uses to map ECAI issuer ratings to exposures
booked in its banking book follows the process prescribed in
Part 4 of the Banking (Capital) Rules.
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Credit risk (Continued)
Counterparty credit risk exposures

The Group exercises strict control limits in tenor and
outstanding amounts on net open positions arising from over-
the-counter (“OTC”) derivative transactions, repo-style
transactions and credit derivative contracts booked in its
banking book or trading book. The credit risk exposures
associated with these contracts are predominantly their fair
values (i.e. the positive marked-to-market values favourable
to the Group). These credit risk exposures together with
potential exposures from market movements are managed as
part of the overall lending limits allowed to counterparties.
Collateral or other security is generally not obtained for such
credit risk exposures.

Settlement risk arises in situations where a payment in cash
or a delivery of securities or equities is made in expectation of
a corresponding receipt in cash, securities or equities. To
mitigate settlement risk, daily settlement limits are established
for each counterparty on the aggregate of all settlements on
any day. The Group will also enter into netting arrangements
and make settlement on the basis of delivery against payment
as appropriate.

Credit risk mitigation

The credit risk mitigation techniques used by the Group are
generally those recognised by the Banking (Capital) Rules for
reduced capital weighting. Common types of collateral
obtained are cash deposits, real estate properties, as well as
taxi and public light bus medallion. For certain types of
advances to customers, the Group also places reliance on
guarantees issued by governments, public sector entities and
corporates with acceptable credit rating.

The value of all real estate properties taken as collateral is
appraised prior to the inception of the loans. For property
collateral supporting problem accounts, their open market
values are appraised at least every six months. For property
collateral that has been repossessed, the Group’s policy is to
arrange for realisation as soon as practicable.



O ) B3 B ()

@)

i 53 B

45 LB 48 ot 15 s R
LT3 SR - 0 A MR
S AT 2 6 AL -

KR 2GR EERE - 17
BB g R E R Z B i
Ja e PR T A ki EER o R R A
& E i B[] JEL B R BEE % 5 IR
MG ATTAREH - LHMRE -
fg R PR R T o e B 2
B BT W KT B R B RS
T FAR T AR o 5 M B 2 m
B T S T — {8 S 2 TR PR
BEREERIRRR o F R B b A
HBRE > ISR - 318 BERER
5y e B e L AT Y e AR
T A 1 T 85 e A R A A T 32K P
o AT & BRI DL 3 2 A
ERERE L GHEBERTHEA
oA LA -

A8 1l o A SR 0 W E OB o A A
J A B 2 A LA
SEBIMT ~ SR B A R B
1T R B SR BLE ~ B A B TR
BETT R o AR G R A AR T
HEAT SE S0 T8 5 A B S A DA AR
BEGHR o b A 2 B A A A
Wl Lo A I 05 L e R R B AR T

Ay R 2 Wi 2~ ) T SR AT AR
H—% A € BRENBOR & A KR 81T
BRAT (TRHRAT]) B 2 B
U B IR R BUAT H AT 2 M B
By o KO SRAT 2 B R B B
SRR B IR P AR AT M BB
Z T B o

AL AR BT R
Jal e AN TR] 2 T e A R SR B R
B o

) WA R 5

AR Z HEIRA - EINE - FHH
7 W EE S MATE TR B
BT B o

(1) TR BRI

1 oy i 355 Jal e A 3L 2 —
AL AT & T E R o A
45 BT 57 A 5 4 0 DA G 3 B R
e B A8 2 A B 2 A R
B o JH R R B EE TG B
ZRHEIFEBE T

34.

Risk management (Continued)

()

1)

41

Market risk

Market risk is the risk of losses in assets, liabilities and off-
balance sheet positions arising from movements in market
rates and prices.

Market risk exposure for different types of transactions is
managed within risk limits and guidelines approved by the
Board, Executive Committee (“EXCQO”), Asset and Liability
Management Committee (“ALCQO”), and Treasury Risk
Committee (“TRC”). Risk limits are set by products and by
different risk types. Limits comprise a combination of notional,
stop loss, sensitivity and value-at-risk (“VaR”) controls. All
trading positions are subject to daily mark-to-market valuation.
Risk Management and Control Department (“RMCD”) in Group
Risk Division, as an independent risk management and control
unit, identifies, measures, monitors and controls the risk
exposures against approved limits and initiates specific action
to ensure the overall and the individual market risks are
managed within an acceptable level. Any exceptions have to
be reviewed and sanctioned by the appropriate level of
management of TRC or by EXCO.

The launch of every new product is governed by the New
Product Approval process stipulated under the Group Risk
Policy in which the relevant business units, supporting
functions and Group Risk review the critical requirements, risk
assessment and resources plan. The Group’s Internal Audit
function performs regular independent review and testing to
ensure compliance with the market risk policies and
procedures by Treasury, RMCD and other relevant units.

Banco Comercial de Macau, S.A. (“BCM”), a subsidiary of Dah
Sing Bank, Limited (“DSB”), runs its treasury functions locally
under its own set of limits and policies and within the overall
market risk limits set by DSB. RMCD of DSB oversees and
controls the market risk arising from BCM'’s treasury operation.

The Group applies different risk management policies and
procedures in respect of the market risk arising from its trading
and banking books.

Market risk arising from the trading book

In the Group’s trading book, market risk is associated with
trading positions in foreign exchange, debt securities, equity
securities and derivatives.

(1) Market risk measurement technique

As part of the management of market risk, the Group
undertakes various hedging strategies. The Group
enters into interest rate swaps to match the interest
rate risk associated with the fixed-rate long-term debt
securities. The major measurement techniques used to
measure and control market risk are outlined below.
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Market risk (Continued)

Market risk arising from the trading book (Continued)

(1)

Market risk measurement technique (Continued)

. Value at risk

The Group applies a “value at risk” methodology
(“VaR”) to its trading portfolio to estimate the
market risk positions held and the maximum
losses expected, based on a number of
assumptions for various changes in market
conditions. The Board sets limits on the value at
risk that are acceptable for the Group which are

monitored on a daily basis by Group Risk.

VaR is a statistically based estimate of the
potential loss on the current portfolio from
adverse market movements. It expresses the
“maximum” amount the Group might lose, but
only to a certain level of confidence which for
the Group is 99% for a one day holding period.
There is therefore a specified statistical probability
that actual loss could be greater than the VaR
estimate. The VaR model assumes a certain
“holding period” until positions can be closed. It
is also based on the current mark-to-market value
of the positions, the historical correlation and
volatilities of the market risk factors over a period
of 250 days (or over one year). The Group applies
these historical correlation and volatilities in rates,
prices, indices, etc. directly to its current
positions using a method known as parametric
VaR methodology. Actual outcomes are
monitored regularly to test the validity of the
assumptions and parameters/factors used in the

VaR calculations.

The use of this approach does not prevent losses
outside of these limits in the event of more

significant market movements.

As VaR constitutes an integral part of the Group’s
market risk control regime, VaR limits are
established and reviewed by the Board annually
for all trading portfolio operations and allocated
to business units. Actual exposures against limits,
together with DSB’s VaR, is reviewed daily by
Group Risk. Average daily VaR for the Group for
all trading activities during the six months ended
30 June 2008 was HK5,423,000 (Year ended 31

December 2007: HK$4,312,000).

The quality of the VaR model is continuously
monitored by back-testing the VaR results for
trading books. All back-testing exceptions are
investigated, and all back-testing results are

reported to senior management.
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Market risk (Continued)

Market risk arising from the trading book (Continued)

1)

Market risk measurement technique (Continued)

o Stress tests

Stress tests provide an indication of the potential

size of losses that could arise in extreme
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conditions. The stress tests carried out by Group
Risk include: risk factor stress testing, where
stress movements are applied to each risk
category; and ad hoc stress testing, which
includes applying possible stress events to

specific positions or regions.

The results of the stress tests are reviewed by
senior management in each business unit and
by the Board of Directors. The stress testing is
tailored to the business and typically uses
scenario analysis.

(2)  VaR summary of trading portfolio

BREZZZAEANZTHEZ

BE_ZZELHET-H=Z+—HILZ

A I J B Foreign exchange risk
7 3 L e Interest rate risk

i 5% 5 Equities risk
Rl Credit risk

i 57 L e Total VaR

AR +ZMA

6 months to 30 Jun 2008 12 months to 31 Dec 2007
T4 v 85413 i R K
Average High Low Average High Low
4,264 7,714 1,728 1,383 3,550 506
2,834 4,891 670 3,538 8,981 1,308
- - - 27 624 -
91 552 - 343 766 125
5,423 9,050 2,700 4,312 10,507 1,758
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Market risk (Continued)

Market risk arising from the banking book

In the Group’s banking book, market risk is predominantly
associated with positions in debt and equity securities.

(1)

Market risk measurement technique

Within the risk management framework and policies
established by the Board, EXCO and TRC, various
management action triggers (“MATs”) are established
to provide early alert to management on the different
levels of exposures of the Group’s banking book
activities to foreign exchange risk, interest rate risk, and
liquidity risk. Sensitivity analysis and stress testing
covering shocks and shifts in interest rates on the
Group’s on- and off- balance sheet positions, liquidity
drift under institution-specific and general market crisis
scenarios are regularly performed to gauge and forecast
the market risk inherent in the Group’s banking book
portfolios against these MATSs.

VaR methodology is not currently being used to measure
and control the market risk of the banking book.

Foreign exchange risk

The Group has limited net foreign exchange exposure
(except for USD and MOP) as foreign exchange
positions and foreign currency balances arising from
customer transactions are normally matched against
other customer transactions or transactions with the
market. The net exposure positions, both by individual
currency and in aggregate, are managed by the Treasury
of the Group on a daily basis within established foreign
exchange limits.

Long-term foreign currency funding, to the extent that
this is used to fund Hong Kong dollar assets, is normally
matched using foreign exchange forward contracts to
reduce exposure to foreign exchange risk.

Interest rate risk

Cash flow interest rate risk is the risk that the future
cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Fair value
interest rate risk is the risk that the value of a financial
instrument will fluctuate because of changes in market
interest rates. The Group takes on exposure to the
effects of fluctuations in the prevailing levels of market
interest rates on both its fair value and cash flow risks.
Interest margins and net interest income may increase
or decrease as a result of such changes or in the event
that unexpected movements arise. The Board sets limits
on the level of mismatch of interest rate repricing that
may be undertaken, which is monitored daily by RMCD.
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Liquidity risk

Liquidity risk is the risk that the Group is unable to meet its
payment obligations associated with its financial liabilities when
they fall due and to replace funds when they are withdrawn.
The consequence may be the failure to meet obligations to
repay depositors and fulfill commitments to lend.

The Group manages its liquidity on a prudent basis to ensure
that a sufficiently high liquidity ratio relative to the statutory
minimum is maintained throughout the year. The average
liquidity ratio of the banking subsidiaries within the Group
during the period was well above the 25% minimum ratio set
by the Hong Kong Banking Ordinance.

The Group’s Asset and Liability Management Committee
(“ALCO”) regularly reviews the Group’s current loan and deposit
mix and changes, funding requirements and projections, and
monitors the liquidity ratio and maturity mismatch on an
ongoing basis. Appropriate limits on liquidity ratio and maturity
mismatch are set and sufficient liquid assets are held to ensure
that the Group can meet all short-term funding requirements.

The Group’s funding comprises mainly deposits of customers,
certificates of deposit and medium term notes issued. The
issuance of certificates of deposit and medium term notes
helps lengthen the funding maturity and reduce the maturity
mismatch. Short-term interbank deposits are taken on a limited
basis and the Group is a net lender to the interbank market.

Monitoring and reporting take the form of cash flow
measurement and projections for the next day, week and
month respectively, as these are key periods for liquidity
management. The starting point for those projections is an
analysis of the contractual maturity of the financial liabilities
and the expected collection date of the financial assets.

ALCO also monitors unmatched medium-term assets, the level
and type of undrawn lending commitments, the usage of
overdraft facilities and the impact of contingent liabilities such
as standby letters of credit and guarantees.

Operational risk

The Group manages its operational risk through a management
structure comprising members of senior management and
operational risk officers from each business and support
function, and operating through a set of operational risk
policies, risk tool-kits, operational risk incident reporting and
tracking system, and control self assessment and key risk
indicator tools. Together with a well established internal control
systems, operational risk in most situations can be adequately
identified, assessed, monitored and mitigated. To allow the
operational risk framework to be clearly communicated to all
levels within the Group, awareness and training programs are
conducted from time to time.
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Operational risk (Continued)

To minimise the impact on the Group’s business in the event
of system failure or disasters, back-up sites and operational
recovery policies and plans have been established and tested
for all critical business and operations functions.

Operational risk framework is also supported by periodic
independent reviews of internal control systems by external
and internal auditors. Reporting and assessment of the
performance of operational risk management are monitored
by the Group Risk and reported to the Group’s Risk
Management Committee.

Reputation risk

Reputation risk is the risk arising from the potential that
negative publicity regarding the Group’s business practices,
operational errors or operating performance, whether true or
not, could cause customer concerns or negative view, decline
in the customer base or market share, or lead to costly litigation
or revenue reductions.

The Group manages reputation risk through upholding a high
standard of corporate governance and management oversight,
maintenance of effective policies and procedures with
emphasis on internal control, risk management and
compliance; proper staff training and supervision; proper
handling of customer complaints or dissatisfaction; and
adherence to sound business practices. Standards are set
and policies and procedures are established by the Group in
all areas, which operate to reduce vulnerability to reputation
risk.

Strategic risk

Strategic risk generally refers to the corporate risk that may
bring significant immediate or future negative impact on the
financial and market positions of the Group because of poor
strategic decisions, unacceptable financial performance,
improper implementation of strategies and lack of effective
response to the market changes.

The Board of Directors, assisted by senior management, is
directly responsible for the management of strategic risk.
Directors formulate the strategic goals and key direction of
the Group, ensure business strategies are developed to
achieve these goals, oversee the strategic development and
implementation to secure compatibility with the Group’s
strategic goals, review business performance, deploy proper
resources to achieve the Group’s objectives, and authorise
management to take appropriate actions to mitigate risks.
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Implementation of the Basel Il Capital Accord

The revised capital adequacy framework known as Basel Il
has come into force for all locally incorporated authorized
institutions in Hong Kong from January 2007. To implement
Basel II, the Hong Kong Monetary Authority published the final
Banking (Capital) Rules and Banking (Disclosure) Rules at the
end of 2006.

Basel Il is structured around three “pillars”. Pillar 1 sets out
the minimum capital requirements for a bank’s operational risk,
in addition to revising the “Basel I” treatment of credit risk and
market risk. Pillar 2 requires that banks should have in place
sound internal processes to assess the adequacy of their
capital, based on a thorough assessment of their risks including
those risks not covered under Pillar 1, and that supervisors
should carry out supervisory review of this process. Pillar 3
complements Pillar 1 and Pillar 2 through enhanced market
transparency and market discipline by requiring banks to make
public disclosure of information on their risk profiles, capital
adequacy and risk management.

Starting January 2007, Dah Sing Bank and MEVAS Bank adopt
the standardised approach for credit risk and market risk, and
the basic indicator approach for operational risk. These are
the default approaches as specified in the Banking (Capital)
Rules. Accordingly, the Group has overhauled its systems and
controls in order to meet the standards required for these
approaches. As a step forward, the Group is preparing for the
use of the more advanced approach i.e. foundation internal
ratings-based (“FIRB”) approach for the calculation of credit
risk. This will enable the Group to enhance significantly its risk
management capabilities in identifying, assessing, monitoring,
controlling and mitigating risks. The Group also targets to
advance to the standardised approach in calculating its
operational risk.

A dedicated Basel Il team has been set up with the
responsibility to provide an overall direction to and co-ordinate
with relevant business divisions and support units in revamping
the infrastructure and operations for meeting the compliance
imperative. The team will continue to expand and upgrade its
capabilities in the coming years to meet the requirements of
Pillar 2 and Pillar 3, and to build the foundation for migration
to the FIRB approach.

Fair value of financial assets and liabilities

The fair value of financial instruments traded in active markets
(such as publicly traded derivatives, trading and available-for-
sale securities) is based on quoted market prices at the balance
sheet date. The quoted market price used for financial assets
held by the Group is the current bid price; the appropriate
quoted market price for financial liabilities is the current ask
price.
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Fair value of financial assets and liabilities (Continued)

The fair value of financial instruments that are not traded in an
active market (for example, over-the counter derivatives) is
determined by using valuation techniques. The Group uses a
variety of methods and makes assumptions that are based on
market conditions existing at each balance sheet date. Quoted
market prices or dealer quotes for similar instruments are used
for long-term debt. Other techniques, such as estimated
discounted cash flows, are used to determine fair value for
the remaining financial instruments. The fair value of interest-
rate swaps is calculated as the present value of the estimated
future cash flows. The fair value of forward foreign exchange
contracts is determined using forward exchange market rates
at the balance sheet date.

The fair value of financial assets and financial liabilities for
disclosure purposes is estimated by discounting the future
contractual cash flows at the current market interest rate that
is available to the Group for similar financial instruments.

Capital management
The Group’s objectives when managing capital are:

. To comply with the capital requirements set by the
banking regulators in the markets where the entities
within the Group operate;

. To safeguard the Group’s ability to continue its business
as a going concern;

. To maximize returns to shareholders and optimize the
benefits to other stakeholders; and

. To maintain a strong capital base to support the
development of its business.

Capital adequacy and the use of regulatory capital of the
Group’s Hong Kong banking subsidiaries, Dah Sing Bank,
Limited (“DSB”) and MEVAS Bank Limited (“MEVAS”), are
monitored regularly by the Group’s management, employing
techniques based on the guidelines developed by the Basel
Committee, as implemented by the Hong Kong Monetary
Authority (“HKMA”), for supervisory purposes. The required
information is filed with the HKMA on a quarterly basis. The
HKMA requires DSB and MEVAS to maintain a ratio of total
regulatory capital to the risk-weighted amount (i.e. the capital
adequacy ratio) at or above the internationally agreed minimum
of 8%. These banking subsidiaries’ regulatory capital as
managed by the Group’s management is divided into two tiers:

. Core capital: share capital, profit and loss, and reserves
created by appropriations of retained earnings. The
book value of goodwill and other intangible assets is
deducted in arriving at Core capital; and

. Supplementary capital: qualifying perpetual and term
subordinated debts, collectively assessed impairment
allowances, regulatory reserve, and fair value gains
arising on revaluation of holdings of land and buildings
and available-for-sale equities and debt securities.
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34.

Risk management (Continued)

(m)

(n)

49

Capital management (Continued)

Investment in subsidiaries, significant investments in non-
subsidiary companies and shares, exposures to connected
companies and investments in other banks’ equity are
deducted from Core capital and Supplementary capital to arrive
at the regulatory capital.

Risk-weighted amount is the aggregate of the risk-weighted
amounts for credit risk, market risk and operational risk, and
covers both on-balance sheet and off-balance sheet
exposures. On-balance sheet exposures are classified
according to the obligor or the nature of each exposure and
risk-weighted based on the credit assessment rating assigned
by an external credit assessment institution recognized by the
HKMA or other principles as set out in the Banking (Capital)
Rules, taking into account the capital effects of credit risk
mitigation. Off-balance sheet exposures are converted into
credit-equivalent amounts by applying relevant credit
conversion factors to each exposure, before being classified
and risk-weighted as if they were on-balance sheet exposures.

Capital adequacy and the use of regulatory capital of the
Group’s Macau banking subsidiary, Banco Comercial de
Macau, S.A. (“BCM”), is monitored regularly by the Group’s
management, employing techniques based on the guidelines
provided by the Autoridade Monetaria de Macau (“AMCM”)
for supervisory purposes. The required information is filed with
the AMCM on a quarterly basis. The AMCM requires BCM to
maintain a ratio of own funds to total weighted exposures (i.e.
the solvency ratio) at or above the agreed minimum of 8%.

Subsidiaries of the Group are also subject to statutory capital
requirements from other regulatory authorities, such as the
Securities and Futures Commission.

Fiduciary activities

The Group provides custody, trustee, wealth management and
advisory services to third parties, which involve the Group
making allocation and purchase and sale decisions in relation
to a variety of financial instruments. Those assets that are held
in a fiduciary capacity are not included in the Group’s financial
statements. These services could give rise to the risk that the
Group will be accused of mal-administration.

The role of Internal Audit

The Group’s Internal Audit Division is an independent, objective
assurance and consulting unit, which is designed to focus on
enhancing and sustaining sound internal control in all business
and operational units of the Group. The Division reports
functionally to the Group Audit Committee, which is chaired
by an Independent Non-Executive Director. The Division
conducts a wide variety of internal control activities such as
compliance audits and operations and systems reviews to
ensure the integrity, efficiency and effectiveness of the systems
of control of the Group.
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35.

List of subsidiaries

The following is a list of the Company’s subsidiaries which, for financial
reporting purpose, have all been consolidated in these interim
condensed consolidated financial statements.

Subsidiaries held directly by the Company:
Dah Sing Bank, Limited (‘DSB”)
MEVAS Bank Limited (‘MEVAS”)
Channel Winner Limited
D.A.H. Holdings Limited (“DAHH")
Dah Sing Finance Limited
South Development Limited
Yield Rich Group Limited
Well Idea Enterprises Limited
Modern World Holdings Limited
Modern Bright Hong Kong Limited

Subsidiaries held indirectly by the Company via DSB:
Dah Sing Nominees Limited Note (a)
Dah Sing Properties Limited
Vanishing Border Investment Services Limited

Dah Sing Computer Systems Limited Note (b)
Dah Sing Insurance Brokers Limited Note (a)
Dah Sing MTN Financing Limited

Dah Sing SAR Financing Limited Note (b)
Global Courage Securities Limited Note (a)

Pacific Finance (Hong Kong) Limited
Banco Comercial de Macau, S.A.

(“BCM") Note (a)
DSB BCM (1) Limited Note (b)
DSB BCM (2) Limited Note (b)
DSLI (1) Limited Note (b)
Shinning Bloom Investments Limited Note (b)

Subsidiary held indirectly by the Company via MEVAS
MEVAS Nominees Limited Note (a)

Subsidiary held indirectly by the Company via DAHH
D.A.H. Hambros Bank (Channel Islands) Limited (‘DAHCI")

Each of DSB and MEVAS, being locally incorporated banking
subsidiaries, are subject to the minimum capital adequacy ratio
requirement under the Hong Kong Banking Ordinance. BCM is subject
to separate Macau banking regulations.

In calculating their capital adequacy ratios, DSB and MEVAS have
deducted their cost of investments in the subsidiaries specified in
the notes below from their capital bases.

Note:

(@)  These subsidiaries are “regulated financial entities” as defined
by the Banking (Capital) Rules (the “Banking (Capital) Rules”)
made by the Hong Kong Monetary Authority under section
98A of the Hong Kong Banking Ordinance as amended by the
Hong Kong Banking (Amendment) Ordinance 2005 (19 of
2005).

(b)  These subsidiaries are investment holding or financing entities
which do not operate any business, or are inactive.
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36.

Capital adequacy ratio

Capital adequacy ratio

ZZRNE ZEELE
AHZ+HH FZA=+—H
As at As at

30 Jun 2008 31 Dec 2007
10.4% 9.1%
16.4% 15.5%

The capital adequacy ratio represents the combined ratio of DSB,
MEVAS and DAHCI computed on Basel Il basis with reference to the
Banking (Capital) Rules. This capital adequacy ratio takes into account
market risk and operational risk.

Only the Hong Kong incorporated banking subsidiaries within the
Group are subject to the minimum capital adequacy ratio requirement
under the Hong Kong Banking Ordinance. BCM is subject to separate

AEAMRR%

FIBR 1 A B BT AR Bt A e

Macau banking regulations. The above ratios of the Group are
calculated for reference only.

The capital base after deductions used in the calculation of the above

JE RN capital adequacy ratios is analysed as follows.
“ERNE “ERLE
ARZTH +ZA=1—H
As at As at
30 Jun 2008 31 Dec 2007
BLBEA - Core capital
A2 M A 3 A Paid up ordinary share capital 2,707,749 2,707,749
e i 1 Share premium 55,519 55,519
YN Published reserves 5,576,230 4,808,686
ik Income statement 228,788 187,892
RN ) Less: goodwil (318,667) (318,667)
W HMERERERFELHELRE  Less: Other intangible assets and net deferred tax assets (80,602) (7,479)
W EMBEE ARz AR ET Less: 50% of total amount of deductible items (1,094,307) (1,331,367)
BLER Core capital 7,074,710 6,102,333
WA - Supplementary capital
T L R S B A A Reserves on revaluation of holdings of land and buildings 238,402 238,402
it HBEREZ 50 Eligible amount of collective impairment allowances for
Tl R R impaired assets and regulatory reserve 742,871 848,438
{4 5 R A A Revaluation reserve for available-for-sale investments (989,392) (552,435)
KA E R Perpetual subordinated debt 1,644,723 1,643,879
GL U . Term subordinated debt 3,522,343 3,461,825
W EMBEBAEZ ARzt Less: 50% of total amount of deductible items (1,094,307) (1,331,368)
KA Supplementary capital 4,064,640 4,308,741
BRI Total capital base 11,139,350 10,411,074
WEE b 37. Liquidity ratio
REZZB\E  BEZZRLE RECZRLE
AREHHE AAZHHLE FZAEF-HE
Y bl ~MAA i
Six months ended  Six months ended Year ended
30 Jun 2008 30 Jun 2007 31 Dec 2007
WEE S L% Liquidity ratio 46.3% 55.2% 52.4%

i

B G LA T A A U AR AT o IR A
RN D I S e D 2 2 D

The liquidity ratio is calculated as the simple average of each calendar
month’s average liquidity ratio of the Group’s banking subsidiaries

T2 B LR B BT Mo R
W LR 22 7R i R AT 3 A0k M9 I I
WE TR

HRAE A s AT SR M9 A 4 T o i
Z B8 AT o R ZEBE ST O Y A E bR AR R
TR o ARE LM RF AR MRS -

for the six/twelve months of the financial year. The liquidity ratio is
computed with reference to the methods set out in the Fourth
Schedule of the Hong Kong Banking Ordinance.

Only the locally incorporated banking subsidiaries within the Group
are subject to the minimum liquidity ratio requirement under the Hong
Kong Banking Ordinance. The above ratios of the Group are
calculated for reference only.
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AA=Z+H  AH=1H

IEAMA L7518 A

Six months Six months

ended ended

30 Jun 2008 30 Jun 2007

FALEUA B I A Net interest income/operating income 72.2% 75.4%

A E A L 3 Cost to income ratio 42.6% 46.1%

B HCE A B (LR 77 3G Loan to deposit (including certificates

of deposit) ratio 76.1% 71.6%

- 34 8 7 [ Return on average total assets 1.1% 1.1%

- 35 1 AR 4 el i Return on average shareholders’ funds 13.7% 12.2%

IREE B =R Dividend payout ratio 32.5% 37.8%

HE = Net interest margin 2.24% 2.25%
w390 e B INTERIM DIVIDEND

G E IR ET A RS 018
7 MR ZEENFEILA TAH (BN 82
BIEMFR_FEZ/NFERA+H (RYH)
N T T 45 R B o S R 45 i b 2 R

W43 B 0B 5%

ARFMR_EENFEAANLR (BB ) Z
FENFALA+TZH (BBR) WHEERMR)
TR IR RS AT © IR & B = A Kk
B ARTEENENAANA (BE—) THNE
BRF = 70 S LA I A 5 2 28 [ A7 B A SR s
k2R RER - A=A M hO LR
R SR B RO PR R AN R B LB
WEEL® S T4

The Directors have declared an interim dividend of HK$0.18 per
share for 2008 payable on or after Thursday, 18 September 2008 to
shareholders whose names are on the Register of Shareholders at
the close of business on Friday, 12 September 2008.

CLOSING OF REGISTER OF SHAREHOLDERS

The Register of Shareholders will be closed from Tuesday, 9
September 2008 to Friday, 12 September 2008, both days inclusive.
In order to qualify for the interim dividend, all transfers accompanied
by the relevant share certificates must be lodged with the Company’s
Registrars, Computershare Hong Kong Investor Services Limited,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong
for registration not later than 4:30 p.m. on Monday, 8 September
2008.
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CORPORATE AND BUSINESS OVERVIEW
HIGHLIGHTS

The first six months of 2008 continued to be a difficult period for
financial markets globally. Although core operating performance
remained stable, our net profit suffered from further impairment
charges against externally managed investments, resulting in a
decline in profit attributable to shareholders of 16% compared with
the first half of 2007. Earnings per share decreased by 17% to
HK$0.55 compared with the first half of 2007. The Board of Directors
has declared an interim dividend of HK$0.18 per share.

In response to the deteriorating market conditions in the second
half of 2007, we adopted a cautious approach to business growth
in the first half of 2008. As a result of this more cautious strategy,
total assets contracted slightly compared with the end of last year.
However, with strong loan growth last year, and a stable net interest
margin, as well as reasonable fee income and a strong increase in
trading income, operating profit after loan impairment grew by 23%
when compared with the first half of 2007.

Our 17% associate, Bank of Chongging performed well during the
period, contributing HK$55 million.

BUSINESS AND FINANCIAL REVIEW

The core performance remained sound, with operating profit after
loan impairment increasing by 23%. As a result of our more cautious
strategy, loan balances for the period grew by a modest 3% mainly
driven by syndicated loans, equipment and vehicle finance and
property lending. Retail lending did not grow significantly, as we
were cautious and did not compete aggressively due to the low
margins achievable in the residential mortgage market during the
period. With a lower interest rate environment, net interest margin
expanded sequentially from 2.08% in the second half of 2007 to
2.24% in the period, a level similar to the first half of last year. Net
interest income, largely driven by a higher average loan balance,
increased by 13%.

Non-interest income grew by 33% to HK$445 million, mainly driven
by higher net fee and commission income as well as a strong trading
performance.

Operating expenses in the period increased by 9%, due mainly to
inflationary pressure on both staff costs and other expenses, and
higher IT and depreciation expenses. Staff numbers at the end of
June 2008 remained similar to the end of 2007 at close to 1,800
despite the continuing build-up of our Mainland banking operations.

Operating profit before impairment charges was up by 26% to
HK$919 million, and impairment charges increased by 44% to
HK$126 million, resulting in an increase in operating profit after
impairment charges to HK$793 million, up 23% relative to the first
half of 2007.
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BUSINESS AND FINANCIAL REVIEW (Continued)

Credit quality in our commercial and retail banking loan portfolios
remained sound, as reflected in the continuing low overall impaired
loan ratio at 0.44% as compared to 0.46% at the end of 2007, and
a total overdue and rescheduled loan ratio of 0.49% as at 30 June
2008, against 0.56% as at 31 December 2007.

We experienced further write-downs of HK$318 million on our
externally managed structured investment portfolio in the period
(reflected under trading income as a fair value loss of HK$66 million,
and an impairment charge on available-for-sale securities of HK$252
million). We have now written down the entire structured investment
portfolio by 87% to HK$205 million, and therefore do not expect
any further write-downs to be material.

When compared with the first half of 2007, Bank of Chongging
achieved a set of stronger results in the period underpinned by strong
loan growth and improved operating income. The Group’s 17% share
of its net profit in the period was HK$55 million.

Our total assets were slightly down, largely a result of our more
cautious balance sheet management and business strategy.

PROSPECTS

In the short to medium term, we believe that global financial markets
will remain volatile, and it is too early to predict an imminent end to
the current financial crisis. The global economy, on the back of a
weaker outlook of the US and European economies as well as
continuing concerns on rising inflation, is expected to slow in the
second half year, which will have an unfavourable impact to the
economic growth of Hong Kong in the near term. The generally
tighter economic policies of the Central Government of Mainland
China, for the purpose of achieving sustainable growth at a
reasonable pace, had in the past few months operated to slightly
constrain the rapid rate of growth as experienced in the past two
years.

Against such a backdrop and in the short term, we expect to maintain
our cautious stance on growing our businesses. We do not expect
substantial growth in our loan book this year, and will place increased
emphasis on controlling and monitoring the credit quality of our loan
portfolio.

We have recently received approvals for the commencement of our
wholly-owned Mainland China banking subsidiary, Dah Sing Bank
(China) Limited, which has been formally incorporated in Shenzhen,
and started business operations, on 1 August 2008. We look forward
to building this business, including the opening of further Mainland
China branches of this subsidiary in the years to come.

In the medium to long term, we continue to believe that the growing
Greater China market is likely to continue to provide opportunities
for growth for our business.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS

At 30 June 2008, the interests of the Directors in the shares,
underlying shares and debentures of the Company and its associated
corporations (as defined under section 308 of the Securities and
Futures Ordinance (“SFO”)) recorded in the register of directors’ and
chief executive’s interests and short positions required to be
maintained under section 352 of the SFO and disclosed in
accordance with the Rules Governing the Listing of Securities on

The Stock Exchange of Hong Kong Limited (the “Listing Rules”) were

as follows:
e b
Number of Shares
BT RA
AR ML O Jefu bR At hia A
Personal Corporate Other Total % of Issued
# Directors Interests Interests Interests Interests ~ Share Capital
S5 ) 5 B o Number of ordinary shares
TR 03 A e of HK$1 each in the Company
TrEe David Shou-Yeh Wong @ - 699,169,170 - 699,169,170 74.96
4K 4 i Number of ordinary shares
201 ¥ A of HK$2 each in DSFH
THE David Shou-Yeh Wong - 4,476,219 98,782,049 © 98,258,268 38.00 ¥
L John Wiliam Simpson 10,000 - - 10,000 0.00
X Lung-Man Chiu (John Chiu) 38,800 - - 38,800 0.02
[t Notes:

(1)  EHZEMMELGE TR b A =0 2 — L
LR B 2 LA

2 WEBRMGRETEUDERKHESMERS
BRAR (TR &m])) 2 EifEs > Rmiws
S T30 8 ik B B XV S8 FR R R HE AN 7
74.96% 2 B R T HR A o

() BLEE M Ty i B ST 3 T H 50 R 48 T R SE
Z A HEAR REZ R AT B PR A S A R A
(MEBAERE]) FEREA -

4) TERHEMZUBMREFIT > Trss
Wi T 45 BB 67.3 13 JC S 18 AR B 7R 02 A
2 KB ARG I 1,004 838U B — 2%
LEEHSEEMBE - R FT/FELAN
HURRBZ BRMEEE » FREFAEH]
99,353,106 B4 > A K8 4 il B 98 K B8 AT A
R2Z38.17% °

() BCEERG Ty R R A E TR -

(1) The corporate interest is in respect of shares held by a company in
which the director has an interest of one third or more.

(2)  Such shares represent the corporate interest of David Shou-Yeh Wong
under Part XV of the SFO by virtue of his beneficial interest in shares
of Dah Sing Financial Holdings Limited (“DSFH”) which held a current
controlling interest of 74.96% in the Company.

(8)  Such shares are indirectly held by HSBC International Trustee Limited
(“HSBCIT"), a trustee of a discretionary trust established for the benefit
of David Shou-Yeh Wong and his family.

(4)  Under a Scrip Dividend Scheme of DSFH, David Shou-Yeh Wong
elected to receive 1,094,838 new, credited as fully paid, shares in
DSFH at a conversion price of HK$67.31 per share, in lieu of the final
dividend 2007 paid in cash. After the allotment on 4 July 2008,
Mr. Wong held a total of 99,353,106 shares, representing 38.17% of
the entire issued share capital of DSFH as enlarged.

(6)  Such shares are jointly owned by John William Simpson and his wife.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
(Continued)

Pursuant to the Share Option Schemes (the “Schemes”) of the
Company and associated corporation, certain Directors of the
Company, its holding company, its subsidiaries and fellow
subsidiaries were granted options under the Schemes. Details of
the share options outstanding as at 30 June 2008 which have been
granted under the Schemes are as follows:

ARERRYH
Number of share options
Wiku/
I R-EBAE
REBZNE WREY  WAGE  Lapsed  ANZETH friEH
~H~H#%  Granted  Exercised  cancelled il il Exercise period
Heldat  during during during Heldat  Exercise fivn ] 3
11/2008  theperiod  theperiod  the period  30/6/2008 price  Grant date From To

A A R Share Option Scheme
of the Company
¥ Directors
HEX Lung-Man Chiu (John Chiy) 230,000 -
HEE Frederic Suet-Chiu Lau 250,000 -
A4 Aggregate of employees
A Second tranche 300,000 .
FED Third tranche 250,000 -
Ul Fourth tranche 100,000 -
LR Fifth tranche 100,000 -
250,000 -
98 KA. b Share Option Scheme
of DSFH
¥ Directors
HiER Hon-Hing Wong
(Derek Wong) 1,000,000 -
Tk Gary Pak-Ling Wang 400,000 -
THHE Harold Tsu-Hing Wong 250,000 -
100,000 -
=1 il An employee 250,000 -
100,000 -

B (B/8/% (B/H/% (B/B/E
S DWY) DMWY DMy

- - 250,000 1670 25112004 25/11/2006 2571172010

- - 250,000 1440 2082005 26/8/2006  26/8/2011

- - 300,000 1440 25/82005  25/8/2006  26/8/2011
- - 250,000 1432 30122005 3012/2006 3071272011
- - 100,000 1730 26092006 26/92007  25/9/2012

- - 100,000 1784 1972007 19/7/2008  19/7/2010
- - 250,000 1786 19702007 19/7/2008 197772013

- - 1,000,000 SLT1 26/82005  25/8/2006  25/8/2011
- - 400,000 SLTT 26/82005  26/8/2006  25/8/2011

- - 250,000 SLTT 25082005 25/8/2006  25/8/2011
- - 100,000 6193 28/92007  28/9/2008  28/9/2013

- - 250,000 ST 26/8/2005  25/8/2006  25/8/2011
- - 100,000 6193 26/92007  28/92008  26/9/2013
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
(Continued)

Notes:

(1)

All the above share options granted to the grantees under the
Schemes can be vested evenly over specific number of years varied
by tranches of grant on yearly basis after one year from the dates of
grant up to the expiry of exercise period of respective tranches of
grant.

During the six months ended 30 June 2008, none of the grantees
under the Schemes were granted share options exceeding respective
individual limits as prescribed under the Listing Rules.

Set out under these items are particulars (movements) during the six
months ended 30 June 2008 of the relevant outstanding share options
granted to certain eligible employees, who are directors, senior
executives or officers of the Group’s major operating subsidiaries
and are working under employment contracts that are regarded as
“continuous contracts” for the purposes of the Employment
Ordinance of Hong Kong.

Except as disclosed above, no option to subscribe for equity or debt
securities of the Company has been granted to, nor have any such
rights been exercised by, any person during the six months ended
30 June 2008.

All the interests stated above represent long positions. As at
30 June 2008, none of Directors of the Company held any short
positions as defined under the SFO which are required to be recorded
in the register of directors’ and chief executive’s interests and short
positions.

Apart from the above, at no time during the six months ended 30
June 2008 did the Company or its subsidiaries a party to any
arrangements to enable the Directors of the Company nor their
spouses or children under 18 years of age to acquire benefits by
means of the acquisition of shares in, or debentures of, the Company
or any other body corporate.
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SHAREHOLDERS’ INTERESTS

At 30 June 2008, the register of shareholders’ interests in shares
and short positions maintained under section 336 of the SFO showed
that the Company had been notified of the following interests, which
are in addition to those disclosed above in respect of Directors,
being 5% or more held in the share and underlying shares of the

Company.
BT B A
Pt B b % PAiYid:
4h Total interests in % of Issued
Capacity number of shares Share Capital
Fafa 699,169,170 74.96
Beneficial interest
EENHGE 2P 3T 699,169,170 1 7496
HE M LAE S M
Deemed interest by virtue of her spouse
having a notifiable interest
R 698,045,370 © 74.94 @

Corporate interest

Notes:

(1)

Such shares represented deemed share interest of Christine Yen
Wong by virtue of her spouse, David Shou-Yeh Wong, being a
substantial shareholder of DSFH which held a controlling corporate
interest in the relevant share capital of the Company. Christine Yen
Wong is taken to have a duty of disclosure in relation to the deemed
interest of the Company held by her spouse. This interest comprised
the same interest of David Shou-Yeh Wong under the heading of
“Directors’ and Chief Executive’s Interests” shown above.

Such shares mainly comprised the deemed share interest of DSFH
in the Company indirectly held by HSBCIT in trust for a discretionary
trust established for the benefit of David Shou-Yeh Wong and his
family. HSBCIT is taken to have a duty of disclosure in relation to the
relevant shares of the Company held through its controlled
companies. Relevant shares have been included in the “Corporate
interests” of David Shou-Yeh Wong as disclosed under the heading
of “Directors’ and Chief Executive’s Interests” above.

Shareholding percentage of such shares held by HSBCIT in the
Company should be slightly adjusted upward to be same as that of
DSFH being 74.96% in the entire issued share capital of the Company
as enlarged by the scrip issue, allotted on 3 June 2008. But this
change of shareholding does not cross over an integral percentage,
the disclosure then becomes voluntary.

All the interests stated above represent long positions. As at
30 June 2008, no short positions were recorded in the register of
shareholders’ interests in shares and short positions maintained by
the Company.
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COMPLIANCE WITH THE CODE FOR CORPORATE
GOVERNANCE PRACTICES

The Company has complied with all the code provisions set out in
the Code on Corporate Governance Practices contained in Appendix
14 of the Listing Rules throughout the six months ended 30 June
2008.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted its own code of conduct regarding
directors’ securities transactions on terms no less exacting than
the required standard set out in the Model Code for Securities
Transactions by Directors (Appendix 10 of the Main Board Rules).
After having made specific enquiry of all Directors, the Company
confirmed that the required standard set out in the Model Code and
the Company’s code of conduct regarding directors’ securities
transactions have been fully complied with.

COMPLIANCE WITH THE BANKING (DISCLOSURE)
RULES

In preparing the interim financial disclosure, the Group’s Hong Kong
banking subsidiaries have fully complied with the requirements set
out in the Banking (Disclosure) Rules issued by the Hong Kong
Monetary Authority under section 60A of the Hong Kong Banking
Ordinance (Cap. 155) as amended by the Hong Kong Banking
(Amendment) Ordinance 2005 (19 of 2005).

UNAUDITED FINANCIAL STATEMENTS

The financial information in this Interim Report is unaudited and does
not constitute statutory financial statements.

AUDIT COMMITTEE

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed
internal controls and financial reporting matters including a review
of the unaudited interim financial statements for the period ended
30 June 2008.

REMUNERATION AND STAFF DEVELOPMENT

There have been no material changes to the information disclosed
in the Company’s 2007 Annual Report in respect of the remuneration
of employees, remuneration policies and training schemes.

DEALINGS IN THE COMPANY’S SHARES
There was no purchase, sale or redemption by the Company, or

any of its subsidiaries, of the Company’s listed shares during the six
months ended 30 June 2008.
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INTERIM REPORT

Further copies of this 2008 Interim Report of the Company containing
all the information required by Appendix 16 of the Listing Rules could
be obtained from the Corporate Secretarial Department, Dah Sing
Bank, Limited at 36th Floor, Dah Sing Financial Centre, 108
Gloucester Road, Hong Kong, or downloaded from Dah Sing Bank’s
website (http://www.dahsing.com).

BOARD OF DIRECTORS

As at the date of this Interim Report, the Board of Directors of the
Company comprises Messrs. David Shou-Yeh Wong (Chairman),
Hon-Hing Wong (Derek Wong) (Managing Director and Chief
Executive), Lung-Man Chiu (John Chiu), Gary Pak-Ling Wang, Harold
Tsu-Hing Wong and Frederic Suet-Chiu Lau as Executive Directors;
Mr. Keisuke Tahara as Non-Executive Director; Messrs. John William
Simpson, David Richard Hinde, Robert Tsai-To Sze, Andrew Kwan-
Yuen Leung and Seng-Lee Chan as Independent Non-Executive
Directors.

By Order of the Board
H L Soo
Company Secretary

Hong Kong, Wednesday, 20 August 2008
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