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The Directors of Dah Sing Financial Holdings 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 2009. The unaudited profit attributable to shareholders after
minority interests was HK$300.9 million for the six months ended
30 June 2009.

UNAUDITED INTERIM CONDENSED FINANCIAL
STATEMENTS

The unaudited 2009 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

STATEMENT

Wik
HK$'000 Note
Interest income
Interest expense
Net interest income 3
Fee and commission income
Fee and commission expense
Net fee and commission income 4
Net trading loss 5
Net insurance premium and other income
Other operating income 6
Operating income
Net insurance claims and expenses
Total operating income net

of insurance claims

Operating expenses 7

Operating profit before impairment losses
Impairment losses on loans and advances 8

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 (loss)/gain on disposal of
available-for-sale securities
Share of results of jointly controlled entities
Share of results of an associate
Net gain on repurchase of subordinated debts
Impairment losses charged on
available-for-sale securities

Profit before income tax
Income tax expense 9

Profit for the period
Profit attributable to minority interests

Profit attributable to shareholders
of the Company

Interim dividend paid

Earnings per share
Basic 11
Diluted 11

Dividends per share
Interim dividend

ZEEWE ZEENE
2009 2008
1,708,937 2,440,384
(544,540) (1,215,095)
1,164,397 1,225,089
209,471 356,475
(57,736) (53,660)
151,735 302,815
(21,501) (26,947)
622,630 989,149
25,743 32,303
1,043,004 2,522,409
(538,195) (853,020)
1,404,809 1,669,389
(1,043,797) (759,222)
361,012 910,167
(272,490) (126,065)
88,522 784,102
3,096 6,852
(14,686) 15,145
1,728 3,072
78,117 54,749
243,983 -
(1,937) (251,909
399,023 612,211
(15,865) (103,628)
383,158 508,583
(82,256) (130,656)
300,902 377,927
- 176,984
HK$1.16 HK$1.50
HK$1.16 HK$1.50
- HK$0.68

UNAUDITED CONDENSED CONSOLIDATED INCOME

Variance
At
%

-49.9

-23.0

-15.8
37.5

-60.3
116.2

-34.8

=247

-20.4
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For the six months ended 30 June

HK$'000 Note

Profit for the period

Other comprehensive income for the period
(after tax and reclassification adjustments)
Available-for-sale securities: net movement
in fair value reserve 10
Exchange differences arising on translation
of the financial statements of foreign entities

Total comprehensive income for the period

Attributable to:
Shareholders of the Company
Minority interests

Total comprehensive income for the period

UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE INCOME

“EB0E “EENF
2009 2008
583108 508,583
477,650 (447,229)
(3,724) 1,937
L B (445,286)
857,084 63,207
718,970 35,254
138,114 28,043
857,084 63,207
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HK$'000

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
Goodwill

Intangible assets

Premises and other fixed assets
Investment properties

Current income tax assets

Deferred income tax assets

Value of in-force long-term life assurance business

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

Liabilities to policyholders under long-term
insurance contracts

Total liabilities
EQUITY

Minority interests

Equity attributable to the Company’s shareholders

Share capital
Reserves

Shareholders’ funds
Total equity

Total equity and liabilities

Wik
Note

12

13

13
14
15
18
19

21
22

14

23
24
25
26
27
28

29

UNAUDITED CONDENSED CONSOLIDATED
BALANCE SHEET

“ERWAE “EENE
AZHH TZAZ1+-H
As at As at

30 Jun 2009 31 Dec 2008
13,156,622 12,808,527
6,528,664 1,656,950
2,402,392 2,303,141
3,705,070 4,258,874
617,689 1,122,486
73,006,461 70,508,863
11,109,132 14,724,195
9,566,157 6,384,931
1,210,634 1,132,461
59,558 59,973
950,992 950,992
148,909 158,352
2,042,849 2,069,694
437,304 459,304
132,226 144177
122,851 162,804
1,173,076 1,274,452
126,370,586 120,180,176
1,543,032 2,443,594
1,325,921 2,268,155
2,235,706 1,791,419
13,103 471,085
84,282,724 79,947,078
2,837,220 4,654,985
2,794,761 2,803,640
4,419,504 5,268,716
9,474,112 4,074,266
24,243 15,440
9,095 9,910
4,318,057 4,494,456
113,277,478 108,242,724
2,614,320 2,045,251
520,541 520,541
9,958,247 9,371,660
10,478,788 9,892,201
13,093,108 11,937,452
126,370,586 120,180,176
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HK$'000
Balance at 1 January 2009

Total comprehensive income
for the period

Premises revaluation reserve
realised on disposal of premises

Premises revaluation reserve
transferred to retained earnings

for depreciation of premises

Placement and subscription of
shares in a subsidiary

Dividend paid to minority
shareholder of a subsidiary

Balance at 30 June 2009

UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 June 2009

A2 ) e A B A
Attributable to the Shareholders of the Company
»Y
Bk Bebriefl UG RREAN  BOOER RS
Share Share Other  Retained  Minority Total
capital  premium  reserves  earnings interests equity
520,541 1,551,426 101,098 7,719,136 2,045,251 11,937,452
- - 418,068 300,902 138,114 857,084
- - (9,910) 9,910 - -
- - (4,304) 4,304 - -
- - (132,389 - 434753 302,370
- - - - (3,798) (3,798)
520,541 1,551,426 372,569 8,034,252 2,614,320 13,093,108

Proposed interim dividend included in retained earnings

REAAZFHIEAMA

Six months ended 30 June

“EFE “FENE
2009 2008
- 176,984
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HK$'000
Balance at 1 January 2008

Total comprehensive (loss)/income
for the period

Issue of ordinary shares

Additional net assets acquired via
scrip dividend arrangement

Subscription of additional interest
in a subsidiary via scrip dividend
arrangement at a premium

Payment of share issue expenses

Premises revaluation reserve
realised on disposal of premises

Premises revaluation reserve
transferred to retained earnings

for depreciation of premises

Dividends paid to minority
shareholders of subsidiaries

2007 final dividend

Balance at 30 June 2008

UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY (Continued)
For the six months ended 30 June 2009 (Continued)

A IR R A i
Attributable to the Shareholders of the Company
i
Bk RGEE KRS REEA REEE &

Share Share Other  Retained Minority Total
capital  premium reserves  eamings interests equity
500,176 984,286 1,014,002 7,970,839 2,311,970 12,781,273
- - (342,673 377,927 28,043 63,297
16,923 454,799 - - - 471722
- - 17,279 - 5,166 22,445
- - (18,456) - (1,816) (20,272)
- (30) - - - (30)
- - (3,636) 3,636 - -
- - (4,432) 4,432 - -
- - - - (35,017) (35,017)
- - - (193912 - (193912
517,009 1,439,055 662,084 8,162,922 2,308,346 13,089,506




REFEBZ MG B SR AR TR

BEANA=1THIEAMEA

Ti#
HERHRAS 2 FE
SHEH LA LR R

B SR 2 &
HETE  LEWER
A 7 8 B 75 3R

e 80 97 AL AR
RERH HEHE

B
WA e
WAl 4% MR
— B AR 2 DR
B A
SATE G
(C BRI 2 )
O 20 0 e L BB RIR B S

i T 0 P B

BeRFHHEHA MM/
(W) E 8

WhRekERRSER
WAS & RS WS A%H

BeREFREEALR M

B RAERTTH & b
R

A SR =18 A A 9 B 2
FABRE =M A LR
RITWL

For the six months ended 30 June

HK$'000
Net cash from operating activities
Cash flows from investing activities

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

Net cash used in investing activities

Cash flows from financing activities

Certificates of deposit issued
Certificates of deposit redeemed
Repurchase of subordinated notes
Capital contribution from minority shareholders
of a subsidiary
Issue of ordinary shares
(net of share issue expenses)
Dividends paid to minority shareholders of subsidiaries

Net cash used in financing activities

Net increase/(decrease) 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
FLOW STATEMENT

i3 ZERWA “EENE
Note 2009 2008
32 7,545,157 1,152,508
(29,034) (07,101)

25,608 14,441

(3,426) (12,660)

320,317 1,239,254

(2,179,134) (3,296,468)

(371,056) -

302,370 -

- 471,692

(3,798) (32,844)

(1,931,301) (1,618,366)

5,610,430 (478,518)

15,378,898 16,339,961

20,989,328 15,861,443

2,216,431 2,992,610

10,940,191 9,141,442

1,304,042 2,792,002

6,528,664 935,389

20,989,328 15,861,443
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Note:

General information

Dah Sing Financial Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) provides banking, insurance,
financial and other related services in Hong Kong, Macau, and the
People’s Republic of China.

Basis of preparation and accounting policies

Except as described below, the accounting policies and methods of
computation used in the preparation of the 2009 interim condensed
consolidated financial statements are consistent with those used and
described in the Group’s annual audited financial statements for the
year ended 31 December 2008.

The following new standards and amendments to standards issued
by the Hong Kong Institute of Certified Public Accountants (“HKICPA”)
which are relevant for the Group and are mandatory for the first time
for the financial year beginning 1 January 2009 have been adopted.

o Hong Kong Accounting Standard (“HKAS”) 1 (Revised),
“Presentation of financial statements”. The revised standard
prohibits the presentation of items of income and expenses
(that is “non-owner changes in equity”) in the statement of
changes in equity, requiring “non-owner changes in equity” to
be presented separately from owner changes in equity. All
“non-owner changes in equity” are required to be shown in a
performance statement.

Entities can choose whether to present one performance
statement (the statement of comprehensive income) or two
statements (the income statement and statement of
comprehensive income).

The Group has elected to present two statements: an income
statement and a statement of comprehensive income. The
interim financial statements have been prepared under the
revised disclosure requirements.

o Hong Kong Financial Reporting Standard (“HKFRS”) 8,
“Operating segments”. HKFRS 8 requires the identification of
operating segments on the basis of internal reports about
performance of the business components of the Group that
are regularly reviewed by the chief operating decision maker
in order to allocate resources to the segments and to assess
their performance.

o Other new standards and amendments to standards
comprising HKFRS 2 (Amendment), “Share-based payment”,
HKAS 32 (Amendment), “Financial Instruments: Presentation”,
HK(IFRIC) - Int 13, “Customer loyalty programmes”, and HKAS
39 (Amendment), “Financial Instruments: Recognition and
measurement”. The adoption of these new standards and
amendments to standards did not result in significant change
to the Group’s accounting policies and did not have significant
impact on the Group’s results of operations and financial
position.
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Basis of preparation and accounting policies (Continued)

The Group has early adopted HKFRS 3 (Revised), “Business
combinations” and the consequential amendments to HKAS 27,
“Consolidated and separate financial statements”, HKAS 28,
“Investments in associates” and HKAS 31, “Interests in joint ventures”,
which are originally effective for accounting periods beginning on or
after 1 July 2009.

The revised standard continues to apply the acquisition method to
business combinations, with some significant changes. For example,
all payments to purchase a business are to be recorded at fair value
at the acquisition date, with contingent payments classified as debt
subsequently re-measured through the statement of comprehensive
income. There is a choice on an acquisition-by-acquisition basis to
measure the minority interests in the acquiree either at fair value or
at the minority interests’ proportionate share of the acquiree’s net
assets. All acquisition-related costs should be expensed.

The Group has also early adopted HKFRS 8 Operating Segments
(Amendment), which is originally effective for accounting periods
beginning on or after 1 January 2010 on the disclosure of segment
assets.

The interim condensed consolidated financial statements are
presented in thousands of Hong Kong dollars (HK$'000), unless
otherwise stated.

A A Net interest income
BEANH=THIAMA For the six months ended 30 June
ZEB0E ZRENG
2009 2008
AR > FAR : Interest income arising from:
Bl I AESRAT I 5 0% Cash and balances with banks 81,803 255,223
HHERY Investments in securities 479,762 678,341
EHBH R EMIEE Advances and other accounts 1,145,492 1,505,408
Hity Others 1,880 1,412
1,708,937 2,440,384
AR > WAR Interest expense arising from:
IR/ KF 1 Deposits from banks/Deposits from customers 416,798 903,907
T TR B Certificates of deposit issued 28,227 117,082
EBATHEH & 5 Issued debt securities 13,987 53,379
BB Subordinated notes 70,247 115,090
Hity Others 15,281 25,837
544,540 1,215,295
FERARE Included within interest income:
KAgE AT B HLES Interest income on financial assets
ST % 0 4 B E 2 ) Bl A not designated at fair value through profit or loss 1,643,864 2,378,467
T B A B A Interest income on impaired loans 7,225 2,861
MBI A Included within interest expenses:
KIEEUATHFZAEEHIA  Interest expenses on financial liabilities not designated at
BEMEMARKZFHE S fair value through profit or loss 462,306 1,047,851
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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

ZRR0E e = I
2009 2008
32,160 32,724
19,489 30,745
91,581 96,981
17,683 100,263
8,190 9,550
6,735 39,713
33,633 46,499
209,471 356,475
52,989 47,327
4,747 6,333
57,736 53,660
151,735 302,815

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

statements.

5. Net trading loss

For the six months ended 30 June

Dividend income from trading securities

- listed investments

- unlisted investments
Net gain arising from dealing in foreign currencies
Net loss from trading securities

Net gain from derivatives entered into for trading purpose
Net (loss)/gain arising from financial instruments subject

to fair value hedge

Net (loss)/gain arising from financial instruments designated

at fair value through profit or loss

10

ZEZE ZEENE
2009 2008
2,049 5,768

2 2,372
64,602 98,616
(1,496) (345,627)
29,024 9,479
(36,851) 2,487
(78,831) 199,958
(21,501) (26,947)
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6. Other operating income
For the six months ended 30 June

“EBH ZEENE
2009 2008
Dividend income from investments in available-for-sale securities
- listed investments 3,950 3,439
- unlisted investments 3,478 3,060
Gross rental income from investment properties 10,229 10,018
Other rental income 2,796 3,033
Others 5,290 12,753
25,743 32,303
7. Operating expenses
For the six months ended 30 June
“REhE ZRENA
2009 2008
Employee compensation and benefit expenses
(including directors’ remuneration) 410,921 461,976
Premises and other fixed assets expenses,
excluding depreciation 87,672 81,148
Depreciation 55,567 50,891
Advertising costs 31,186 25,707
Amortisation of intangible assets 9,443 11,335
Others 449,008 128,165
1,043,797 759,222
8. Impairment losses on loans and advances
For the six months ended 30 June
“EBH “EENE
2009 2008
Net charge of impairment losses on loans and advances
- Individually assessed 177,907 59,951
- Collectively assessed 94,583 66,114
272,490 126,065
Of which:
- new and additional (including amounts directly
written off in the period) 303,487 168,494
- recoveries (30,997) (42,429)
272,490 126,065

11
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9. Income tax expense

in which the Group operates.

For the six months ended 30 June

Hong Kong profits tax has been provided at the rate of 16.5% (2008:
16.5%) 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

Deferred taxation is calculated in full on temporary differences under
the liability method using a taxation rate of 16.5% (2008: 16.5%).

“EBWAE “ERENF
2009 2008
Current income tax
- Hong Kong profits tax 16,720 87,763
- Overseas taxation 5,823 8,485
Deferred income tax
- change of tax rate - (2,174
- relating to the origination and reversal of timing differences (6,798) 9,554
- utilisation of tax losses 120 -
15,865 103,628
10. Other comprehensive income/(loss)
For the six months ended 30 June
“RRAE “ERNE
2009 2008
Available-for-sale securities
Fair value gains/(losses) recognised during the period 506,846 (755,314)
Reclassification adjustments for amounts transferred
to profit or loss
- Disposal 14,686 (15,145)
- Impairment 1,937 251,909
Related income tax (expense)/credit (45,819) 71,327
Net movement recognised in other comprehensive income 477,650 (447,223)

12
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(ZFF A 377,927,0008 7T) K W14 E B
AT B3 - 24 260,270,655 (—FF )\
4 1 251,389,984 /%) 7HHE o the period.

5 480 98 2 R ) 4% 2 4 300,902,000 76 (=
TT)\AE 1 377,927,000% 70) KM K E AT
J 403 in HE T 35 #5260,270,655 % (— FFE N
251,674,684/ SR TR R 2 A
TETE W 00l A R B

shares as shown below:

5 ¥

WARZ 4 H 2 8@ HET- % Weighted average number of ordinary shares as at 30 June

7R R R 8 2

AR =+ Bk 4 B & A

BB B

(+=) BL& RAe BT W &5 0%

Bl RAESRATIO 4 3R
A R A

Number of shares

Adjustments for share options

Weighted average number of ordinary shares
for diluted earnings per share as at 30 June

12. Cash and balances with banks

Cash and balances with banks
Money at call and short notice

The calculation of basic earnings per share is based on earnings of
HK$300,902,000 (2008: HK$377,927,000) and the weighted average
number of 260,270,655 (2008: 251,389,984) shares in issue during

The calculation of diluted earnings per share is based on earnings of
HK$300,902,000 (2008: HK$377,927,000) and the weighted average
number of 260,270,655 (2008: 251,674,684) shares in issue during
the period after adjusting for the effect of all dilutive potential ordinary

“EFNE ZEENF
2009 2008
260,270,655 251,389,984
- 284,700
260,270,655 251,674,684
ZZFhE ZERENE
AHZ+H +Z-H=1+—H
As at As at

30 Jun 2009 31 Dec 2008
2,216,431 2,514,066
10,940,191 10,294,461
13,156,622 12,808,527

(=) FfeE B 0E S5 R A TG R H 13.  Trading securities and financial assets at fair value through profit

ZWFABRNSBEE or loss
FEEERENES Trading securities:
EHES Debt securities:
— i bl — Listed in Hong Kong
—F LA LT — Listed outside Hong Kong
=3 kil - Unlisted
Ttk E % Equity securities:
—Filk b ~ Listed in Hong Kong
—F LA LT ~ Listed outside Hong Kong
=3 kil - Unlisted
- MREESZ — Interests in investment funds
—HAth - Others

FRERE Mg 10 A

Total trading securities

13

ZZFhE ZERENE
AHZ+H FZHA=+—H
As at As at

30 Jun 2009 31 Dec 2008
754,063 923,292
66,662 17,034
1,514,149 1,268,916
2,334,874 2,209,242
- 2,687

67,518 80,809

- 10,503

67,518 93,899
2,402,392 2,303,141




(=) F9 4 USRS 27 B DA A F-fi ot B LT 13.

Trading securities and financial assets at fair value through profit

FWit ARBEWEBEE (4) or loss (Continued)
ZZRNA ZERNE
AHZ+H +ZH=+—H
As at As at
30 Jun 2009 31 Dec 2008
DATHEREEHESHF ABE  Financial assets at fair value
Mg E - through profit or loss:
EwEE Debt securities:
AN - Listed in Hong Kong 146,618 -
— B BT - Listed outside Hong Kong 2,211,083 135,364
AN - Unlisted 623,881 3,473,482
2,981,582 3,608,846
itk aE % Equity securities:
—HibLm - Listed in Hong Kong 20,582 15,104
—FW LU LTl - Listed outside Hong Kong 106,853 140,608
—F ki - Unlisted 596,053 494,316
723,488 650,028
DA EHESHF ABE  Total financial assets at fair value
1) 4 Rl AR through profit or loss 3,705,070 4,258,874
FREHEMBMESR LU ATE  Total trading securities and financial assets at fair value
s B EH A BN through profit or loss
S A 6,107,462 6,562,015
b TIE Market value of listed securities 970,916 1,018,367
BREEEEESFNE Included within debt securities are:
- BREEREERERRES — Government bonds included
RS in trading securities 2,054,846 1,812,779
—FEH 17 3K - Certificates of deposit held - -
— H A BT - Other government bonds 484,017 1,471,392
— Hofto B 7 4 - Other debt securities 2,777,593 2,533,917
5,316,456 5,818,088

PLAF(ERHE BB R A RGN EME
B (ELAGFR 1 B R Il 25 ) BT I

Financial assets at fair value through profit or loss (including trading
securities) are analysed by categories of issuer as follows:

Bl BT
ZEBLE SR
AHZ+FH FZA=+—H
As at As at
30 Jun 2009 31 Dec 2008
— H LI A R AT - Central governments and central banks 2,549,514 3,356,270
—NERE - Public sector entities 248,915 311,469
— $RAT Bt 4 ol A - Banks and other financial institutions 779,690 1,381,718
—f¥% - Corporate entities 2,500,799 1,483,566
—HAth - Others 28,544 28,992
6,107,462 6,562,015

14
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13.

14.

Trading securities and financial assets at fair value through profit
or loss (Continued)

Included in debt securities carried at fair value through profit or loss
are the Group’s holdings in leveraged/structured investment vehicles
of HK$5 million (31 December 2008: HK$147 million) which had been
assessed as impaired since 31 December 2007.

The fair value loss recognised on these investments in the six months
ended 30 June 2009 is HK$142 million (six months ended 30 June
2008: HK$65 million) and has been included in “Net loss arising from
financial instruments designated at fair value through profit or loss”
in Note 5 above.

Derivative financial instruments

The notional principal amounts of outstanding derivatives contracts
and their fair values as at 30 June 2009 were as follows:

wh/ e
ot Fai? \q/;ﬁes
Contract/
notional Bi ffi
amount Assets Liabilities
) HEEERBZAETR 1) Derivatives held for trading
a) JMEfIETAR a)  Foreign exchange derivatives
R E A Forward and futures contracts 80,779,519 148,493 (65,983)
gz Currency swaps 1,045,242 7,947 (42,890)
N\ 1 A Currency options purchased and written 9,246,029 10,670 (8,831)
b FIEHETA b)  Interest rate derivatives
Tl 1 Interest rate swaps 10,944,458 104,355 (228,005)
TEA TRk 2 e Interest rate options purchased and written 31,318 - (725)
il & Interest rate futures 65,876 2,356 -
o) ML LA ¢)  Equity derivatives
[EYNSAE Ediai] Equity options purchased and written 65,311 1,971 (1,258)
d FREMELA d)  Credit derivatives
FREHTHRAH Credit default swaps 178,252 6,386 (1,102
HERERG 2 TR Total derivative assets/(liabilities)
&/ (A ARt held for trading 102,356,005 282,178 (348,794)
) FEEMAGZAAETR 2 Derivatives held for hedging
o) LIATFEHNZ a)  Derivatives designated as fair value hedges
fif e TAR =1 Interest rate swaps 12,364,283 193,111 (977,127)
FEHMABZAETR Total derivative assets/(liabilities)
i/ (AR A5 held for hedging 12,364,283 193,111 (977,127)
) HEFHERRFAEEN  3)  Derivatives not qualified as hedges for accounting
M > B E DA TE purposes but which are managed in conjunction
it A HEE R ABA D with the financial instruments designated at fair
SHTH-FAEHZ value through profit or loss
itk TR
Jog 20 Currency swaps 415,119 33,303 -
Fil 4 Interest rate swaps 2,833,781 109,007 -
REA RN R 2 ik Total derivative assets/(liabilities)
THEE/ (A A5 not qualified as hedges 3,248,900 142,400 -
EMRZMESMTH Total recognised derivative financial
i/ (A At assets/(liabilties) 117,969,188 617,689 (1,325,921)
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14. Derivative financial instruments (Continued)

ﬁ" = 9393/\@%‘ “AZt—HERBMZ A The notional principal amounts of outstanding derivatives contracts
THEANZEZAG LHEATEDT - and their fair values as at 31 December 2008 were as follows:
&/
b I
Contract/ Fair values
notional 4 AfR
amount Assets Liabilities

1)

HERERGB 2 TR
a) JMERIETA
EHEEARH
jogiznd
A T i th S A

b FIEfEIA
il 5 45
B\ B H 2R f
il &

o MEEHNELA

BB Bt th R P

o) FEHGELA
(GliEEab e T

HEEEME L AETA
HiE/ (@R A5t

FEHM AR AL TH
a)  LIATEHML
firfE A% H

fEE AR AT
HE/ (B &

EEFHERAR S (2
g > MEE UA¥ﬁ
it HAR B AR R
SRTA-HERY
METH

E

Bt
kSR

AMEG SN R 2 T
TREE/ (AR A

ERRMTESR LA

1) Derivatives held for trading
a)  Foreign exchange derivatives

Forward and futures contracts 62,042,858 266,145 (297,318)

Currency swaps 1,045,229 8,362 (39,759

Currency options purchased and written 23,321,550 40,001 (38,141)
b)  Interest rate derivatives

Interest rate swaps 328,175 7,710 (448)

Interest rate options purchased and written 16,743,546 202,140 (284,236)

Interest rate futures 1,547,570 23,205 (20,632)

¢)  Equity derivatives
Equity options purchased and written 79,323 4,943 (4,936)

d)  Credit derivatives
Credit default swaps 236,586 16,709 (16)

Total derivative assets/(liabilities)
held for trading 105,339,837 569,215 (685,486)

2)  Derivatives held for hedging
a)  Derivatives designated as fair value hedges
Interest rate swaps 13,402,453 397,443 (1,568,246)

Total derivative assets/(liabilities)
held for hedging 13,402,453 397,443 (1,568,246)

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 368,499 491 (14,423
Interest rate swaps 3,658,750 165,337 -

Total derivative assets/(liabilities)
not qualified as hedges 4,027,249 155,828 (14,423

Total recognised derivative financial

B/ (AR A3t assets/(iabilities) 122,769,539 1,122,486 (2,268,155)
FMETHRZATFEBCEEAN S The effect of valid bilateral netting agreements has been taken into

1 7

B EAHEREE

account in disclosing the fair value of derivatives.
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14.

Derivative financial instruments (Continued)

As at 30 June 2009, the credit risk weighted amounts of the above
off-balance sheet exposures calculated under Basel Il basis and
without taking into account the effect of bilateral netting arrangement
that the Group entered into, are as follows:

ZEB0E ZEENF
AHZ+FH FZA=+—H
As at As at
30 Jun 2009 31 Dec 2008
ERA 4 Exchange rate contracts 464,469 528,816
FIRAH Interest rate contracts 228,850 410,097
Hitna 4 Other contracts 6,716 13,097
700,035 952,010
I R ALk B 15.  Advances and other accounts
ZEBIE ZEENF
AA=ZFHH +-A=1+—H
As at As at
30 Jun 2009 31 Dec 2008
EF RS AH Gross advances to customers 57,101,069 60,999,073
RAT R Gross advances to banks 173,627 179,226
ST 617829
ek BEE Less: impairment allowances
— {8 B B A - Individually assessed (565,266) (550,909)
— ARG Al - Collectively assessed (290,061) (298,645)
_____ (855,327) (849,554)
HAh e Other assets
8 R T R A L TR Amounts receivable arising from sale of securities
pending for settlement 6,187,168 -
A B i T K AT T Other accounts receivable and prepayments 2,022,041 3,283,472
_sameaw  aaman
AR B R R R 2 Investments in securities included in the loans
BHEEE (Wit ++t) and receivables category (Note 17) 8,377,883 6,896,646
BHER L E MR E Advances and other accounts 73,006,461 70,508,863
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15. Advances and other accounts (Continued)

() W7 H2 FF EHHE (LIITE (a)  Gross advances to customers by industry sector classified
JBE K 53 BT LA SR oy (R B Y according to the usage of loans and analysed by percentage
H 4 2 47) covered by collateral

ZERAEAAZTH “EENEFCAZA
As at 30 Jun 2009 As at 31 Dec 2008
jig ¢ kD7 e
AR B ARHT 5 fR R
ZHMR ZHEMH
% of gross % of gross
FUERL B advances FERE advances
Outstanding covered Outstanding covered
balance by collateral Balance by collateral
ERBERIER Loans for use in Hong Kong
TH&H Industrial, commercial and financial
—MEER - Property development 579,102 64.5 448,282 83.6
-MERE — Property investment 9,047,898 90.2 10,102,405 924
(e - Financial concerns 250,453 71.8 373,243 914
-REgL - Stockbrokers 39,130 88.6 9,707 53.4
—HERTEE - Wholesale and retall trade 1,008,155 88.9 1,187,833 87.3
— W% - Manufacturing 715,145 86.6 885,724 78.3
— R s - Transport and transport equipment 3,975,924 95.8 4,241,249 935
- R4 EE) - Recreational activities 123,675 43 23,507 25.7
— &R - Information technology 1,122 4.1 418 -
—Hfth - Others 1,992,125 91.8 2,140,815 88.7
18,632,729 89.7 19,413,183 90.9
(N Individuals
~MEREALENE] - - Loans for the purchase of flats in Home
AL #RERH R Ownership Scheme, Private Sector
(5 &L ER ] Participation Scheme and Tenants
BT Purchase Scheme 1,515,935 100.0 1,625,129 99.9
—MEH T ERT — Loans for the purchase of other
residential properties 10,603,068 99.7 10,715,925 99.7
—RHRFER - Credit card advances 3,049,191 - 3,371,802 -
— il - Others 5,914,481 61.8 6,513,226 58.5
21,082,675 74.7 22,226,082 72.5
A& Loans for use in Hong Kong 39,715,404 81.7 41,639,265 81.1
Ehig Trade finance 3,392,929 65.3 4,457,618 64.0
TRV UAME A G &2 Loans for use outside Hong Kong 13,992,736 83.6 14,902,190 82.2
57,101,069 81.2 60,999,073 80.1
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15. Advances and other accounts (Continued)

() A7 AR &P kB (LT (a)
R BT 73K LA A AT i (R I Y

A4 o) (#8)

LA A R E R REA 2 T
BULLE RT3 o JOME Al 6 R
A8 0 B A 0 A 4 A B R

BUEEHEDT

TR 0 40 B3

T
“WERE

A
- MREMEE
MERK

TR 0 H

Loans for use in Hong Kong

Industrial, commercial and financial
- Property investment

Individuals

- Loans for the purchase of other
residential properties

Loans for use in Hong Kong

Industrial, commercial and financial
- Property investment

Individuals

- Loans for the purchase of other
residential properties

19

Gross advances to customers by industry sector classified
according to the usage of loans and analysed by percentage
covered by collateral (Continued)

For each industry sector reported above with loan balance
constituting 10% or more of the total balance of advances to
customers, the attributable amount of impaired loans, overdue
loans, and individually and collectively assessed loan
impairment allowances are as follows:

ZRRAEARZAN

As at 30 Jun 2009

jig bl

WA
ME=MA WA EAW
Gross WM BN
advances Individually  Collectively
RERES  MEBK  overduefor  assessed  assessed
Outstanding Impaired over3 impairment impairment
Balance loans months  allowances allowances
9,947,898 21,912 - 4,537 42,398
10,603,068 22,063 25,874 4,238 7,598

“ERARF AR
As at 31 Dec 2008

e L

mEER
BR=MA WAREE A
Gross WM BEEM
advances  Individually  Collectively
FERER O WEER  overduefor  assessed  assessed
Outstanding Impaired over3  impairment  impairment
balance loans months  allowances  allowances
10,102,405 14,785 - 5,429 17,862
10,715,925 1,111 1,839 407 3,211




(+1) #EEXRIBKRE &) 15.  Advances and other accounts (Continued)

(Z) ¥ EA EFERITHE & 7 09 B AR (b)  Non-bank Mainland exposures
ZEBUEAAZTH
As at 30 Jun 2009
i A
BREAREN  EREAKIHD WA A
ity B 0 ity Bk Individually
On-balance Off-balance assessed
sheet sheet i3] impairment
pUE-ES L] Type of counterparties exposure exposure Total allowances
oK B A Mainland entities 2,652,423 6,437 2,658,860 5,219

B KBELIMA A Companies and individuals outside Mainland
RN W RAEH  where the credits are granted for use
JiS e B A £ in the Mainland 6,561,883 546,622 7,108,505 336,948
Kz HEFmMLRRE  Other counterparties the exposures to whom
WAERBBRERITE  are considered by the Group to be non-bank
%F R Mainland exposures 47,945 - 47,945 -

ZEENETZAZT—H
As at 31 Dec 2008

TR AT

EEAREN  EEA/REN W

ity R ity i Indlvidually

On-balance Off-balance assessed

sheet sheet M impairment

ZhHHFHER Type of counterparties exposure exposure Total allowances

B K B A Mainland entities 2,484,332
B R BEMA A Companies and individuals outside Mainland

RN M RAEK  where the credits are granted for use

e B R £ in the Mainland 8,184,005 420,865 8,604,870 314,368
HieHEFmMELRR  Other counterparties the exposures to whom

HAERBBNFERITE  are considered by the Group to be non-bank

2,484,332 -

ZF kg Mainland exposures 50,138 - 50,138 -
[t - bak BB OEE P S A% Note: The balances of exposures reported above include gross
REMBEFREZ 458 - advances and other balances of claims on the
customers.

() B2 KA R a & (c)  Analysis of gross advances to customers and overdue loans

= by geographical area
& F AR ST T R 2% 18 R Advances to customers by geographical area are classified
W% 2 X BT IRAEH 8 - — according to the location of the counterparties after taking
s > EERNER T RS into account the transfer of risk. In general, risk transfer applies
BT AR 2 R > BB AL o when an advances is guaranteed by a party located in an area

which is different from that of the counterparty.

ZEEAEANAZTH AEMER At 30 June 2009, over 90% of the Group’s advances to
BRAEETERE 2T (BEE customers, including related impaired advances and overdue
B 2 (R B v B ) 4 L TE advances, were classified under Hong Kong (a position
FUWIET (1 (R,\47 SN unchanged from that as at 31 December 2008).
HA=+—HH#H)
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15.

(d)

Advances and other accounts (Continued)
Impaired, overdue and rescheduled assets

Apart from the impaired investment in leveraged/structured
investment vehicles described in Note 13 above and advances
to customers (as set out below), there were no advances to
banks or other assets which were impaired, overdue for over
3 months or rescheduled as at 30 June 2009 and 31 December

FHZRITERRHAMERE - HHE 2008. In respect of advances to customers, the relevant
P HMBEEEM T amounts are analysed below.
@)  BEEK ()  Impaired loans
ZZFhE ZERENE
AAZFHH +-A=+—H
As at As at
30 Jun 2009 31 Dec 2008
WEE PSR RRK Impaired loans and advances to customers
— WA (i (—)) - Individually impaired (Note (1)) 947,987 1,013,179
—HABE (HiE () - Collectively impaired (Note (2)) 31,067 23,571
979,054 1,036,750
il ¥ Impairment allowances made
— R AIEEAG (e (=) - Individually assessed (Note (3)) (565,266) (550,909)
—5EATHE (Wt (Z)) - Collectively assessed (Note (2)) (29,922) (22,367)
(595,188) (573,276)
383,866 463,474
R iR VAN G Fair value of collaterals held* 368,580 463,556
WE SR LB ABREIEET  Impaired loans and advances as a % of total loans
BHRRBHEEZHM and advances to customers 1.711% 1.70%

A 2T (9 AR BRI
0TI (B R A BOR R
KEER o W R

E

8 730 R AEL B T 7% 5 A
)t ke A AR R
T—FE 1 RE T E L
W B0 % B i
([HBRHE]) W3
1M 3% 48 2% 3 1 3% B3k
ZEEHRRB &
JRY B i RE T 5 A

H oo

AR A I B B B A
i% 5 DL R YR AR
ERGIIEZISUNSY T
F L2 0 oA R R L
TRZEH IR -
S bt B 5
AR (Y )5
55 A (T A R — D

o
VLRI E %
EABETRAAZT
H/tZHA=1—HHI
AR 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.
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15.

(@

Gross advances to customers which
have been overdue for:
- six months or less but over three
months
- one year or less but over six
months
- over one year

Market value of securities held against
the secured overdue advances

Secured overdue advances
Unsecured overdue advances

Individual impairment allowances

R A (T MBRHER Lt

Rescheduled advances

Impairment allowances

()

Repossessed properties
Others

22

Advances and other accounts (Continued)

Impaired, overdue and rescheduled assets (Continued)

Overdue loans

(i)

fhi% P hE FEH

e 2 SRS BEEML ZEENE BEEMN

AHZTH % oftotal +-H=1—H % of total

As at advances to As at advances to

30 Jun 2009 customers 31 Dec 2008 customers

368,705 0.64 203,430 0.33

349,445 0.61 143,438 0.23

174,374 0.31 131,592 0.22

892,524 1.56 478,460 0.78
418,196 202,978
354,859 141,593
537,665 336,867
502,271 305,217

(i)

overdue advances shown above

Rescheduled advances net of amounts included in

fhi% P £k hEF
“ERAE Lk ipid: ZEENE BT
AAZ+H % oftotal T—H=1—H % of total
Asat  advances to As at advances to
30 Jun 2009 customers 31 Dec 2008 customers
389,099 0.68 294,506 0.48
9,765 18,504
Repossessed assets
The repossessed assets of the Group were as follows:
ZEFME “ERNE
AZEFH FZHA=+—H
As at As at
30 Jun 2009 31 Dec 2008
71,169 53,075
20,961 26,090
92,130 79,165
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16. Impairment allowances against advances to customers

At 1 January 2009

Impairment losses

Loans written off as uncollectible

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

At 30 June 2009

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
Exchange and other adjustments

At 31 December 2008

b ER Bl
Individually Collectively it
assessed assessed Total
550,909 298,645 849,554
177,907 94,583 272,490
(160,355) (130,124) (290,479)
4,038 26,959 30,997
(7,225) - (7,225)
&l 2 (10
565,266 290,061 855,327

T AT Gh Tl
Individually Collectively ol
assessed assessed Total
142,589 216,968 359,557
476,335 182,200 658,535
(69,459) (172,179 (241,632
7,770 71,651 79,421
(6,326) - (6,326)
- (1) (1)
550,909 298,645 849,554

WX R BB ER N B R E 17.  Investments in securities included in the loans and receivables
category
ZZFhA ZEFRNE
AHZ+H FZA=Z+—H
As at As at
30 Jun 2009 31 Dec 2008
fEH#HS Debt securities:
A - Listed in Hong Kong 937,255 187,820
—FHBUA LT - Listed outside Hong Kong 6,212,085 5,496,534
—F L - Unlisted 1,228,543 1,212,292
8,377,883 6,896,646
FTiEE 2 TIE Market value of listed securities 5,104,509 4,828,680
AR ES Included within debt securities are:
— FEA 1Y 17 3 - Certificates of deposit held - -
— H A 5 - Other debt securities 8,377,883 6,896,646
8,377,883 6,896,646
BLREAEERR R RE R R Rl 2 3% % Investments in securities included in the loans and receivables
BEGRTHRER AT« category are analysed by categories of issuers as follows:
— BRAT R4 P b - Banks and other financial institutions 4,677,527 4,763,102
— ¥ - Corporate entities 3,700,356 2,133,544
8,377,883 6,896,646

AL SER SRR 2 8 5 BT
CEE TR R E S E AN =
B 1258 A T {5 B0 o
S50 o 4 AR 2 0 2 T 4 RN O
G

Investments in securities included in the loans and receivables
category were reclassified from the available-for-sale category in the
second half of 2008 and in the six months ended 30 June 2009.
Details relating to the reclassification in the current reporting period
are set out in Note 20.
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18. 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

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
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e 235 1 ZEZNE
AHZ+TH FZH=+—H
As at As at

30 Jun 2009 31 Dec 2008
379,506 1,408,161
4,627,286 7,651,419
5,322,786 5,055,866
10,329,578 14,115,446
16,787 37,189
227,574 237,905

- 30,868

535,193 302,787
779,554 608,749
11,109,132 14,724,195
10,329,578 14,115,446
10,329,578 14,115,446
706,846 1,037,592
117,080 91,063
6,017,863 5,773,998
4,265,815 7,820,014
1,528 1,628
11,109,132 14,724,195

In the six months ended 30 June 2009, the Group reclassified
investments in securities with a total market value at the time of
reclassification of HK$1,640,590,000 out of the available-for-sale
category into the loans and receivables category (six months ended
30 June 2008: no reclassification was made). Details relating to this
reclassification are set out in Note 20.

In the six months ended 30 June 2009, the Group also reclassified
available-for-sale debt securities with a total market value at the time
of reclassification of HK$3,259,762,000 as held-to-maturity securities
(six months ended 30 June 2008: no reclassification was made),
reflecting a change in the Group’s intention on holding these securities
to maturity.
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19. Held-to-maturity securities

ZEFhA ZERENE
AAZ+H FZHA=1+—H
As at As at
30 Jun 2009 31 Dec 2008
EHEE Debt securities:
—HW LI i - Listed outside Hong Kong 6,489,115 4,094,474
-k b - Unlisted 3,077,042 2,290,457
9,566,157 6,384,931
LiidE A Market value of listed securities 6,027,722 3,572,127
AT 5 5 Included within debt securities are:
—H B - Certificates of deposit held 265,000 265,000
— AR B S ~ Other debt securities 9,301,157 6,119,931
9,566,157 6,384,931
Fo 2 500 25 e g TR R Held-to-maturity securities are analysed
AHWT by issuer as follows:
— L BUR A R SR AT - Central governments and central banks 1,317,152 1,135,177
—nNEEE - Public sector entities 4,181 14,917
— AT B 5 P AR - Banks and other financial institutions 5,524,562 4,484,645
% - Corporate entities 2,720,262 750,192
9,566,157 6,384,931

L i e VAN TR S == 1 2
AA=ZTHEAEA > & THEEFHE
E AT A e B SR o B A £ BN
AHCEFANEAA=ZTHIEAMA - J4E
HE )

(S A a2 Tl

() 5l A o A A 4 T {0 oty £ 8
T R 710 o o B N TR

REEZZFNEANA =1 HIEAMH
AR ARSEEAE ATt H &80 Eo
SERESMEBE WG EME S
1,640,590,0003 7T 2 4 fil & 7 7y B K
B RE SR TE A

AL B E R B A B R
R RARSEEI H A %S E
AR EMEE -

ROBEIEANAZTH  ZEFY
TEZZERMEEZATHERK
R T {E 43 Al £ 1,649,758,0003 7T Al
1,588,178,0007 7T ©

AEEREE-FTIFANA=TH
RN A 7 8 i R R A B % 2
EHRZEMEEBR T 20K
di TR A RS

20.

As described in Note 18 above, in the six months ended 30 June
2009, certain investments in debt securities were reclassified from
the available-for-sale category into the held-to-maturity category (six
months ended 30 June 2008: no reclassification was made).

Reclassification of financial assets

(@) Financial assets reclassified out of the available-for-sale
category into the loans and receivables category in the current
reporting period

During the six months ended 30 June 2009, the Group
reclassified financial assets with a fair value at the date of
reclassification of HK$1,640,590,000 out of the available-for-
sale category into the loans and receivable category.

The Group had the intention and ability to hold these
reclassified financial assets for the foreseeable future or until
maturity at the date of reclassification.

As at 30 June 2009, the fair values and carrying values of
these reclassified financial assets are HK$1,649,758,000 and
HK$1,588,178,000 respectively.

The Group has recognised the following gains, losses, income
and expenses in the income statement in respect of these
reclassified financial assets in the six months ended 30 June
2009.
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20. Reclassification of financial assets (Continued)

(@)  Financial assets reclassified out of the available-for-sale
category into the loans and receivables category in the current
reporting period (Continued)

REZZFNEARZTHIEARA
For the six months ended 30 June 2009

BEZZFNE

EHAER EHARE AA=THLEARA
After Before  For the six months
reclassification reclassification ended 30 June 2008
24,782 33,042 51,732

Certain of these reclassified financial assets have been hedged
by interest rate derivatives under fair value hedge
arrangements. The changes in the value of these assets
attributable to changes in interest rate risk have been
recognised in the income statement and have been offset by
the fair value changes of the hedging interest rate derivatives.
The total net loss shown below has been included in the “Net

Bl - loss arising from financial instruments subject to fair value
hedge” in Note 5.
REZZZAEAN B EARA
For the six months ended 30 June 2009
BE-REAF
Lk g U] BN AA=TALEARA
After Before  For the six months
reclassification reclassification ended 30 June 2008
WENNZEHABAMEELZ  Fair value loss on the hedged reclassified
ATEER financial assets (61,133) (59,652) (4,698)
FDL S 2 Al TR Fair value gain on the hedging interest rate
A derivatives 58,562 53,871 3,962
AFHEER Net fair value loss (2,5M) (5,781) (736)
NEHRABH - SRR e As at the date of reclassification, the cumulative fair value loss

G2 ARt AT EEB T EERES
A ot e R AT 2 BURE 301,394,000
B M EENEF A=+ —
B tZEemEE 2 AT HEEEm
FEHE 25 0 2 AL e R 2 O B
285,577,000%5 7T ©

B A SR REUGIAZ £/ E
7 BB R AR R 1) £ 5.46% ©

recognised on these reclassified financial assets in the
revaluation reserve in equity amounted to HK$301,394,000.
The fair value loss recognised in the revaluation reserve in
equity as at 31 December 2008 on these financial assets was
HK$285,577,000.

Effective interest rates on financial assets reclassified into loans
and receivables averaged to 5.46% p.a.

TR BT B AR B A S T AT 4 Presented below are the estimated amounts of undiscounted

FZEEHNEZ SMEE M 2 EE cash flows the Group expected to recover from these

o B B B 4 T R reclassified financial assets as at the date of reclassification:
—4)LEREE WD EEAA

—4ERUT Between 1 Between 2 ik

1 year or less and 2 years and 5years  Over 5 years

ERHEHFRE Investments in debt securities 92,841 93,428 279,810 1,875,458
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20.

Reclassification of financial assets (Continued)

(@)  Financial assets reclassified out of the available-for-sale
category into the loans and receivables category in the current
reporting period (Continued)

The fair value gains and losses that would have been
recognised on these reclassified financial assets in profit or
loss or other comprehensive income subsequent to the
reclassification if these financial assets had not been
reclassified are as follows.

For the six months ended 30 June

Hih 2wk Other comprehensive income it 23 1. ZERENE
2009 2008

ATHEREZEME  Revaluation gain in fair value reserve 53,036 -
HH 2 B 3 2 Related income tax effect (8,751) -
44,285 -

() E/EERBIEL IR G AE AT (i
BB TR T BN R ST
W o RAE LU AT ! A H B A
15 2t M) 7 70 0 T et

AW B E AL AR
S o ST 0 S T A R
WORKIRAI - B A DA P (518 B
ST AR BN R e A
Rk B o

WoEFNEANAZTH - ZEEH
TEHAEBMEEZNTEMHEK
0% 1 {1 43 Al 5 6,335,685,0009 7T Al
7,386,324,0004 7C -

il % 6 4 il E I R FE R 0B %
ST 5 T T TR LR A
B 70 U5 i R 2 A W i R P R 2
e KRR T

BWEAA=ZTHIEARA

(b)  Financial assets reclassified out of the available-for-sale
category into the loans and receivable category, and out of
the fair value through profit or loss category into the available-
for-sale category in the prior reporting periods

The Group reclassified financial assets out of the available-
for-sale category into the loans and receivables category, and
out of the fair value through profit or loss category into the
available-for-sale category in July 2008.

As at 30 June 2009, the fair values and carrying values of
these reclassified financial assets are HK6,335,685,000 and
HK$7,386,324,000 respectively.

The fair value gains and losses that would have been
recognised in profit or loss or other comprehensive income
on these financial assets subsequent to the reclassification if
these financial assets had not been reclassified are as follows:

For the six months ended 30 June

Hih 2 s Other comprehensive income it 23 1 ZERENE
2009 2008

ATERERZEMBEE  Revaluation loss in fair value reserve (20,140) -
M2 B 3 2 Related income tax effect 3,323 -
(16,817) -
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(Hh—) 472 B Il 1 s & 21.  Premises and other fixed assets

IR~ B
ROk
Furniture,
equipment
and
Ciy: motor it
Premises vehicles Total
BEZEAEAA=ZTHIEAMEA Six months ended 30 June 2009
0 0 1 7 Opening net book amount 1,890,718 178,976 2,069,694
s Additions - 29,034 29,034
ke Disposals - (312) (312
WELE (Wit Depreciation charge (Note 7) (27,020) (28,547) (55,567)
B B Closing net book amount 1,863,698 179,151 2,042,849
“EENFEAA=ZTH At 30 June 2009
WA/ i Cost/valuation 1,891,086 395,058 2,286,144
2R E Accumulated depreciation (27,388) (215,907) (243,295)
e T ¥ (E Net book amount 1,863,698 179,151 2,042,849
BE_ZZAFT_AZT—HIEFE Year ended 31 December 2008
AR R TV Opening net book amount 2,084,437 144,329 2,228,766
HH Additions 970 91,408 92,378
& Disposals (11,479 (4,696) (16,175)
ER AL Revaluation deficit (152,595) - (152,595)
WM Reclassification 28,427 - 28,427
L Depreciation charge (59,042) (52,065) (111,107)
G N IRE Closing net book amount 1,890,718 178,976 2,069,694
“EENFEF-H=ZF—H At 31 December 2008
B/ Cost/valuation 1,890,718 444,217 2,334,935
2WIE Accumulated depreciation - (265,241) (265,241)
AR 7 (B Net book amount 1,890,718 178,976 2,069,694
REEITE R Z G ER ZFENF T The Group’s premises were last revalued at 31 December 2008.
A=+ — B HEAT o MCRTAY M 3 B 36 15 5F Valuations were made on the basis of open market value by

0B S — RV S S Ofl i S SR R D)
AR TGRS 7 9 B vl I R 2 A7 )

independent, professionally qualified valuer Savills (Valuation and
Professional Services) Limited for premises in Hong Kong and

JBE— ROF R T R M) A5 R A ) R Mainland China, and by Savills (Macau) Limited for premises in Macau.

TR 247 FE ) 432 o B T 355 M (B B MR AEE AT
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w"HEWE 22.

Investment properties

- Ed
ZEB0E EE
AHZETHIE ZEZ)NEF
AMH +-H=+—HL
Six months R
ended Year ended

30 Jun 2009 31 Dec 2008

/i At beginning of the period/year 459,034 547,574
W Additions - 594
ik Disposals (22,000) (28,427)
EXLYAS S 20 Fair value losses on revaluation - (60,437)
/WA At end of the period/year 437,304 459,304

95 BB R 2 15 L
F oA S BT o AR R
B EE R — K P RAENR (ff 8 0
) A7 WA ) (75 T o B 7 2
VM) B — KT A (P AR
(B 5 1P 2 0 3 B 1 5 0 0
BT -

#8152 DA 4 - (it B OIS Bt A B & 23.

A%

B AR 3K Structured deposits

AR B TE B K 57 B e A 40 A
H 4 AR LA b BT 31 2 BR T (B = 53,0009 0
(ZZZ A AFE+ZA=Z+—H &
10,000,000 7T) °

The Group’s investment properties were last revalued at 31 December
2008. 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

ZZFhE ZERENE
AHZ+H FZHA=+—H
As at As at

30 Jun 2009 31 Dec 2008

13,103 471,065

The amount that the Group would be contractually required to pay at
maturity to the holders of these deposits is HK$53,000 higher (31
December 2008: HK$10,000,000 higher) than the above carrying
amount.

% Pk 24. Deposits from customers
ZZFhE ZERENE
AAZFHH +-A=+—H
As at As at
30 Jun 2009 31 Dec 2008
TG WA 3 R A AR A K Demand deposits and current accounts 11,367,597 7,977,794
WERR Savings deposits 12,740,563 9,855,598
T N R A Time, call and notice deposits 60,174,564 62,113,686
84,282,724 79,947,078
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CBAT I 473K 25. Certificates of deposit issued
ZEB0E ZEENE
ARZFTH FZHA=Z+T—H
As at As at
30 Jun 2009 31 Dec 2008

HEUATER2BIHLEE) Designated at fair value through

AR profit or loss 894,954 1,605,722
TN THEW T ZATE At fair value under fair value hedge 687,724 629,096
R A At amortised cost 1,254,542 2,420,167
2,837,220 4,654,985

N 4 (8] 75 M S 3T A7 R B R R 5 4

%ﬁm%?FuL%ﬂZ%ﬁﬁﬁ

mmwm%m FENFFZAZ+—
ﬂ&36000000d§75 o

The amount that the Group would be contractually required to pay at
maturity to the holders of these certificates of deposit is HK$21 million
lower (31 December 2008: HK$36 million lower) than the above
carrying amount.

TR W 8 7 26. Issued debt securities
ZEFAA ZEEINE
AAZFH FZHA=+—H
As at As at
30 Jun 2009 31 Dec 2008
HEUAFER =B Designated at fair value through
ZEHAER profit or loss 1,176,767 1,181,486
AT EEW T 2 AT At fair value under fair value hedge 455,479 459,654
R A At amortised cost 1,162,515 1,162,500
2,794,761 2,803,640

CRTHEERBHE FHEA

o KFBITHERAR (TRFRIT) 22 .
% [ff /& /A 7l Dah Sing MTN Financing
Limited % #8 7 $R1T 2 B T 55+ 9
EREE S R FFNFEFH—H
BHEYEERBELS LW 2
1mmmm%ﬁ%ﬁﬁwwmm®%

TCEE S IR S SRR (TR A e R
HRD) o WA PEORBE ST IR B R
BATHEAR » BT - BAREIMA A

“EENEFTA - ERARER
BT MBI IO AT AT
2 g 0 2 Ry A

. Ko 8047 5 1 FL BN T 35 P S .
o R ETLE— A HBTE
f%mﬁﬁ%%tm2%mmmm%
mﬁ@%m%m (e B2k
EXd:S -1 ¥ $ﬂ$ﬁ4w%v
REAMAR -FETNEST H—

H Eﬁmﬁﬂkﬁﬁ ﬁﬁ%ﬂz
T )22 R R 0 B3

71_\‘

N [ A M S LS AT (G o 2 B A R A

%ﬁﬁm&%?ur%ﬁzﬁﬁﬁﬁ

wmwm%m FENFFZAZ+—
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Issued debt securities comprises the following:

The US$150 million fixed rate and the US$150 million floating
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 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$19 million
lower (31 December 2008: HK$29 million lower) than the above
carrying amount.
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27. Subordinated notes

ZEB0E ZEFRNE
AAZFE FZA=+—H
As at As at
30 Jun 2009 31 Dec 2008
150,000,000 JC it — % — HL4F US$150,000,000 Subordinated Floating Rate
By R EER GE(F)) Notes due 2015 (Note () 1,162,515 1,162,500
150,000,000 Tt —%F — L4 US$150,000,000 Subordinated Fixed Rate
B E BREEE GE(2)) Notes due 2017 (Note (b)) 953,263 1,040,438
150,000,000 JC it — % — A 4F US$150,000,000 Subordinated Floating Rate
B BB GF (7)) Notes due 2016 (Note (c)) 1,162,515 1,162,500
200,000,000 7G5 £ K A US$200,000,000 Perpetual Subordinated
EEE (7 (T)) Fixed Rate Notes (Note (d)) 1,141,211 1,903,278
4,419,504 5,268,716
fRE AT B A Designated at fair value through
AT AR profit or loss 953,263 1,040,438
BN TEE T 2 A TE At fair value under fair value hedge 1,141,211 1,903,278
AR AR At amortised cost 2,325,030 2,325,000
4,419,504 5,268,716
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(F)

T R RATIR —EERFNA —+
JUH 847 2. 150,000,000 JC 77 [ £x 1
38 5 BT b T A S R BRI AR A
BREEE (EE]) o WS EE K0
TE-HHETLANBEWY o BN
BHAEE-FEAANH - BT
HEHSEEEED > HEEZHE
% =M A W 3 Ju R AT R 4R Bom s +
Y U =MA BT ) - HE
M K A S M IR HOE ) > AR
R B &R =AML TR
EWFREM—EATET - HEAFE
SREMR(THEBEEER]) HLH
HE > OB ERAT R A A M R s A
i H 38 ply i ALEASH 2K B DL v (B
BT A (FE o) S -

T KRBT —FFHFENA TN
H #4172 150,000,0003 JC4F £.5.451%
16 T FR 822 5y T b T B R A B
EARNE BREER (TEE]) - %
BEHMER - F—tENAA+/HE
o BENERA A - F—TENA
AR c MBTHEHEREEER
A EEAREN T8 L5
B o Bz (TR BN
BAEE - FEOMEEET HER
HAF LB B S BRI
BF o HEMFBEE RELMME
FOBTERAT AT A R TR A Sk B
L ph A A S AT R H D 2 A (L I
H GERmD) B o KT E B—
B W% SR AT 3T 5L R B A AR
[E] 78 F B B4 By DA SE T ARAT IR ZE 87 S
Ry R B TR B R S AT -

Note:

31

This represents US$150,000,000 Subordinated Floating Rate
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 Hong Kong Monetary
Authority ("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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27.

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. During the six months
ended 30 June 2009, DSB repurchased a portion of the Notes
at a discount, and such repurchased Notes were cancelled
after receiving prior approval of the HKMA.

The amount that the Group would be contractually required to pay at
maturity to the holders of these subordinated notes is HK$75 million
higher (31 December 2008: HK$231 million lower) than the above
carrying amount.
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28. Other accounts and accruals
ZEFhA ZERENE
AAZ+H FZHA=1+—H
As at As at
30 Jun 2009 31 Dec 2008
il L 1T A 5 2 B A Amounts payable arising from purchase of
securities pending for settlement 6,084,673 -
HEAE B SO R T AR Other accounts payable and accruals 3,389,439 4,074,266
9,474,112 4,074,266
29. Reserves
ZER0AE “ERENE
AAZHH +-A=+—H
As at As at
30 Jun 2009 31 Dec 2008
Tt Reserves
B 0 1 Share premium 1,551,426 1,551,426
R B Retained earnings 8,034,252 7,719,136
T EA R Premises revaluation reserve 753,585 769,686
BRET R Investment revaluation reserve (870,413) (1,293,164)
T S it s Exchange reserve 48,345 51,141
— il e General reserve 441,052 573,435
9,958,247 9,371,660

AL 2 AU I B RAT AT > KBRIT &
WHRAT - A A FIBRITEROILFH
EEREMZHE > SREEEMME - R
FEENENAZTH > KSR S0 M
FTE 5l B A5 A — B fat i B P B2 28 ) v
& £ 372,488,000 00 (“FFNE+ A=
+—H : 472,301,000 7T) % 15,976,000# 7T
(CEENEFTH=+—H : 12,714,0008
JC) Z BB T o BB 2 8
BRI TARTEEE
JHHEFTREH o

Oftt) 28 f B Bk

(i) EARYE
JARESH e H R R B A 2 A

30.

The Group’s Hong Kong banking subsidiaries, DSB and MEVAS Bank
Limited (“MEVAS”), are required to maintain regulatory reserve to
satisfy the provisions of the Hong Kong Banking Ordinance for
prudential supervision purposes. At 30 June 2009, each of DSB and
MEVAS has earmarked a regulatory reserve of HK$372,488,000 (31
December 2008: HK$472,301,000) and HK$15,976,000 (31
December 2008: HK$12,714,000) in the consolidated general reserve
and retained profits respectively. Movements in the regulatory reserve
are made directly through equity reserve and in consultation with the
HKMA.

Contingent liabilities and commitments
(@) Capital commitments

Capital expenditure at the balance sheet date but not yet

RIEWT incurred is as follows:
“REE ZRENG
ANETH FZHA=+—H
As at As at
30 Jun 2009 31 Dec 2008
CHCEE R B 2 B Expenditure authorised but not contracted for 1,909 766
ERAMEABEMR 2L Expenditure contracted but not provided for 102,934 98,821
104,843 99,587
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Oit) sk A BoRdE () 30. Contingent liabilities and commitments (Continued)

(Z)

(P7)

17 Bk IE (b)  Credit commitments

AEEEEAMRIVKERETER
Z & TR A &8 R BRI

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

MEBGEIT - credit to customers are as follows:
AR
Contract amounts
ZZRNA ZERNE
AAZFH FZHA=+—H
As at As at
30 Jun 2009 31 Dec 2008
HEAEEAER Direct credit substitutes 663,745 704,420
L5 M 2 SR EE Transaction-related contingencies 6,233 6,898
S5 M Z SR H B Trade-related contingencies 498,253 364,258
R EIGE T AL Commitments which are unconditionally cancelable
A R 31,566,422 32,922,775
HAbAYE > HEABIRA : Commitments with an original maturity of:
— DA - under 1 year 2,865,184 2,673,642
——ERUE -1 year and over 813,619 938,980
EEH Forward forward deposits placed 120,935 73,547
36,534,391 37,684,520
155 S5 IR BB I
Credit risk weighted amount
ZZRNA CERENE
AAZFH FZHA=+—H
As at As at
30 Jun 2009 31 Dec 2008
SR B SOk B Contingent liabilities and commitments 1,086,021 1,286,256
HE M ERIE (c)  Operating lease commitments

A RRFA - & AT B 3
A R BT R R AR A 2 B R B

R BEMT - leases are as follows:
—fER Not later than 1 year

—EUKEELE Later than 1 year and not later than 5 years

T DK Later than 5 years
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Where a Group company is the lessee, the future minimum
lease payments under non-cancellable building operating

ZZFhE “EFTNE
ANZETH FZHA=+—H
As at As at

30 Jun 2009 31 Dec 2008
80,265 73,112
119,126 49,419
22,682 24,300
222,073 146,831
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Group
At 30 June 2009

Assets
Cash and balances
with banks
Placement with banks
maturing between one
and twelve months
Trading securities
Financial assets at fair
value through proft 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
Intangible assets
Premises and other fixed assets
Investment properties
Current tax assets
Deferred income tax assets
Value of in-force long-term fe
assurance business

Total Assets

Liabilities
Deposits from banks
Derivative financial intruments
Trading liabilties
Deposits from customers
designated at fair value
through proftt or loss
Depostts from customers
Certificates of depostt issued
Issued debt securiies
Subordinated notes
Other accounts and accruals
Current income tax liabilties
Deferred income tax liabilties
Liabilties to policyholders
under long-term insurance
contracts

Total Liabilities

Net liquidity gap

31.  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.
~RANLEE  ZEARE -HDE
ZRASUT E-k Bk

WWEE —BAKBT  Smonths or Over Over  HAREL
Repayable on Upto lessbutover 3 months to 1yearto Over  BEEHIHA it
demand 1 month 1 month 1 year 5 years 5 years Indefinite Total
2,366,750 10,780,872 - - - - - 13,156,622
- - 5376188 1,152,511 - - - 6,528,664
- 28,525 844,339 620,151 772,900 57,559 78918 2,402,392
- 19,341 - 3,31 708710 2,304,924 640,784 3,705,070
- 141,132 16,116 64,583 213,833 182,025 - 617,689
5008539 11135508 3747372 6642030 19928601 25278317 366,004 73,006,461
- 41782 2212352 2508232 2066062 3,030,259 820445 11,109,132
- 1,044,889 621,221 1,094193 4381958 2,423,806 - 9566157
- - - - - - 11083 1,210,634
- - - - - - 59,558 59,558
- - - - - - 950,992 950,992
- - - - - - 148,909 148,909
- - - - - - 2042849 2,042,849
- - - - - - 437,304 437,304
- - - 124,787 7,439 - - 132,26
- - - - 122,851 - - 122,851
- - - - - - 117306 1,178,076
8215200 23601139 12817563 12,267,798 28202354 33276980  7,929.478 126,370,586
171,450 437,353 7,036 694,691 232,502 - - 1,543,082
- 58,371 15,218 64,373 139,800 1,048,099 - 132501
- 50,001 1,170,020 938,663 76,915 107 - 2,085,706
- 3,756 9,347 - - - - 13,103
24301623 29378343 20075044 9167887 1,339,827 - - 84,082,724
- 480,499 ao22r 1,093 887,173 - - 2887200
- - - 2794761 - - - 2794761
- - - 1162515 215778 1,141,211 - 449504
1004825 6,851,138 451,115 32,519 431,310 - 333,145 9474112
- - - 24,243 - - - 24,243
- - - - 9,005 - - 9,095
- - - - - - 4318057 4318087
25567808  37,259461 22168067 16189033 5232400 2189417 4,651,002 113277478
(17,312,609 (13,658,322  (9,350,514) (3,921,235 22969954 31087563 3278271 13,093,108
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Group
At 31 December 2008

Assets
Cash and balances
with banks
Placement with banks
maturing between one
and twelve months
Trading securities
Financial assets at fair
value through proft o loss
Derivative financial instruments
Advances and other accounts
Avalable-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 tax assets
Deferred income tax assets
Value of in-force long-term fe
assurance business

Total Assets

Liabilities
Deposits from banks
Derivative financial instruments
Trading liabities
Depostts from customers
designated at fair value
through profit or loss
Depostts from customers
Certificates of depostt issued
Issued debt securities
Subordinated notes
Other accounts and accruals
Current income tax liabilties
Deferred income tax liabilties
Liabilties to policyholders
under long-term insurance
contracts

Total Liabilities

Net liquidity gap

31.  Maturity profile (Continued)

—~fAMLE  =EAME  -EME
ZRAZMT ik 1

MiER —WAZUT  Smonthsor Over Oer  EENE
Repayable on Upto  lessbutover  3months to 1yearto Oer  EHAH £
demand 1 month 1 month 1year 5 years 5 years Indefinite Total
2562928 10,245,599 - - - - - 12,808,027
- - 1,505,992 100,958 - - - 1,656,950
- - 645,758 860,183 569,821 133,480 93,899 2,303,141
- 497,580 39,677 15,671 387,628 2,068,291 660,027 4,268,874
- 240,968 24,049 107,842 328,649 420,978 - 1,122,486
6,962,811 5,896,425 5,147,063 6,866,385 20,106,979 24871375 657,825 70,508,863
- 21,183 25,11 4476954 3,866,599 5,458,641 649,637 1472419
- 531,323 507,980 746,321 2,263,967 2,335,334 - 6,384,931
- - - - - - 1,132,461 1,132,461
- - - - - - 50973 5973
- - - - - - 950,992 950,992
- - - - - - 158,362 158,352
- - - - - - 2,069,694 2,069,694
- - - - - - 459,304 459,304
- - - 14417 - - - 144177
- - - - 162,804 - - 162,804
- - - - - - 1,274,452 1274452
9525739 17,439,048 8165730 13318497 27,686,447 35,888,099 8,156,616 120,180,176
53231 774,143 214297 1,169,417 232,500 - - 2,443,594
- 216,423 21,115 69,461 338,962 1,662,204 - 2,268,155
- 944,493 - 802,038 44 174 - 1,791,419
- 418,831 9,93 42299 - - - 471,065
17960846 31,711,238 23,588,052 5,864,973 821,975 - - 79,947,078
- 2,507 961,000 2,444,829 1,246,649 - - 4,664,985
- - - 2,803,640 - - - 2,803,640
- - - - 3,365,438 1,903,278 - 5,268,716
1,483,301 482,584 574,742 564,159 334,474 - 635,006 4,074,266
- - - 15,440 - - - 15,440
- - - 836 9,074 - - 9910
- - - - - - 4,494 456 4,494,456
19497383 34610214 25,369,141 13,777,092 6,393,776 3,465,656 5129462 108,242,724
(9m.,644)  (17.171,166)  (17,203411) (458,595) 21,9267 32,422,443 3,027,154 11,937,452

36



OBH) /A S R HRAB ST HE

g
BWEAA=ZTHIEARMEA

AT BE R RE B
o {H T2
A A

B e
EEVE T CA €
SEF M 2 ST B A
i

WY e

BRI W B 2 BB
FLEHA

FLEZH

/33 ON

B E XA A B
B A

B AT

FHERE MR 28
A AN ] ]
HEELAFHEFE AR
FIABGEN MG E S
HFEHREE)
RITHKZEY
AR H 2 %8
TECHE ] 5 il B M Sk 2
Wt EE S 22T
FEFMES 22D
RGBS L ARRE
EH2 %)
BATH R 2 )
fEHAMEN AR EE)
(IR o4 1
HEEDAFHEFE AR
At AR I F F a2 2 8
JCtR F R B 2 5 E)
HRBRRA QRELHA
LR 8E)
1 56 3 2

HAERHRA B &

S E AT IR A R
BEEHE AL
SR BT E 2 FILE
EAAEER B
B S K

BEFHAB &

operations
For the six months ended 30 June

Ok =) 5T 80 B I s W s o 25 o M 8 i 2 7% 4 32. Reconciliation of operating (loss)/profit before gains or losses
on certain investments and fixed assets to cash generated from

“ERhAE “ERNE
2009 2008
Operating profit before gains or losses on certain
investments and fixed assets 88,522 784,102
Net interest income (1,164,397) (1,225,089)
Dividend income (9,479) (14,639)
Impairment charges on loans and advances 272,490 126,065
Unwind of discount on loan impairment allowances (7,225) (2,861)
Depreciation 55,567 50,891
Amortisation of intangible assets 9,443 11,335
Advances written off net of recoveries (259,482) (68,148)
Interest received 1,846,666 2,596,700
Interest paid (431,116) (625,090)
Dividend received 9,479 14,639
Operating profit before changes in operating
assets and liabilities 410,468 1,647,905
Changes in operating assets and liabilities
Change in trading securities 291,370 2,265,734
Change in derivative financial instruments (437,437) (109,353)
Change in financial assets designated at fair value
through profit or loss 553,804 (1,457,925)
Change in advances to customers 3,898,004 (1,747,663)
Change in advances to banks 5,599 (5,326)
Change in other accounts (5,139,618) 77,090
Change in loans receivable from jointly controlled entities 2,143 2,143
Change in available-for-sale securities (778,443) 3,786,042
Change in held-to-maturity securities (139,292) (2,289,854)
Change in value of in-force long-term
life assurance business 101,376 (74,883)
Change in deposits from banks (900,562) 1,410,347
Change in trading liabilities 444,287 (63,742)
Change in deposits from customers 4,335,646 (1,314,927)
Change in deposits from customers designated at fair value
through profit or loss (457,962) (1,375,672
Change in other accounts and accruals 5,297,564 422,066
Change in liabilities to policyholders under long-term
insurance contracts (176,399) 388,951
Exchange adjustments 495,329 25,572
Cash generated from operations 7,805,877 1,586,505
Interest paid on issued debt securities and
subordinated notes (181,036) (211,134)
Interest paid on certificates of deposit issued (77,895) (184,894)
Hong Kong profits tax refunded/(paid) 350 (36,876)
Overseas tax paid (2,139) (1,093)
Net cash from operating activities 7,545,157 1,152,508
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33.

Operating segment reporting

In prior years, the Group has determined the segment information
on the basis of business segments, which are distinguishable
business divisions of the Group that provide products and services
to customer base or dealing with the market that are different to
those of other business segments (e.g. personal banking, commercial
banking, treasury, insurance business & others). Business segment
information is presented as the primary reporting format while
geographical segment information, which is grouped by the location
of the principal operations of the Group, is the secondary reporting
format (e.g. Hong Kong and others and Macau).

However, information reported to the chief operating decision maker,
which includes the Chief Executive and other executive committee
members, and for the purposes of resource allocation and
assessment of performance, is determined on the basis of banking
business and insurance business. For banking business, operating
performances are analyzed by business activities for local banking
business and on business entity basis for overseas banking business.
For insurance business, resources allocation and performance
evaluation are based on insurance business entity basis.

Considering the customer groups, products and services of local
banking businesses, the economic environment, and regulations, we
group the operating segments of the Group into the following
reportable segments:

o Personal banking business includes the acceptance of
deposits from individual customers and the extension of
residential mortgage lending, personal loans, overdraft and
credit card services, the provision of insurance sales and
investment services.

o Commercial banking business includes the acceptance of
deposits from and the advance of loans and working capital
finance to commercial, industrial and institutional customers,
and the provision of trade financing. Hire purchase finance
and leasing related to equipment, vehicle and transport
financing are included.

o Treasury activities are mainly the provision of foreign exchange
services and centralized cash management for deposit taking
and lending, interest rate risk management, management of
investment in securities and the overall funding of the Group.

o Overseas banking businesses includes personal banking,
commercial banking business activities provided by overseas
subsidiaries in Macau & China, and the Group’s interest in a
commercial bank in China.

o Insurance businesses include the Group’s life assurance and
general insurance businesses. Through the Group’s wholly-
owned subsidiaries in Hong Kong and 96% owned subsidiaries
in Macau, the Group offers a variety of life and general
insurance products and services.

o Others include results of operations not directly identified under

other reportable segments, corporate investments and debt
funding (including subordinated notes).
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33.

Operating segment reporting (Continued)

For the purpose of segment reporting, revenue derived from
customers, products and services directly identifiable with individual
segments are reported directly under respective segments, while
revenue and funding cost arising from inter-segment funding operation
and funding resources are allocated to segments by way of transfer
pricing mechanism with reference to market interest rates.
Transactions within segments are priced based on similar terms
offered to or transacted with external parties. Inter-segment income
or expenses are eliminated on consolidation.

All direct costs incurred by different segments are grouped under
respective segments. Indirect costs and support functions’ costs are
allocated to various segments and products based on effort and time
spent as well as segments’ operating income depending on the nature
of costs incurred. Costs related to corporate activities that cannot
be reasonably allocated to segments, products and support functions
are grouped under Others as corporate overhead.
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Interest income from
- external customers
- inter-segments

Interest expense to
- external customers
- inter-segments

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission
income/(expense)

Net trading income/(loss)

Net insurance premium
and other income

Other operating income

Operating income/{loss)
Net insurance claims
and expenses

Total operating income/(loss)
net of insurance claims
Operating expenses

Operating (loss)/profit before
impairment losses

Impairment losses on loans
and advances

Operating (loss}/profit before
gains or losses on certain
investments and fixed assets

Net gain on disposal of
premises, investment
properties and other fixed
assets

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

Share of results of jointly
controlled entities

Share of results of an associate

Net gain on repurchase of
subordinated debts

Impairment losses charged on
avallable-for-sale securities

(Loss)/profit before income tax
Income tax credit/(expense)

(Loss)/profit after income tax

For the six months ended
30 June 2009
Depreciation and amortization

33. Operating segment reporting (Continued)
For the six months ended 30 June 2009

WARE  WREH BRGEE  RREH
Personal ~ Commercial WEEH  Overseas  Insurance i st
Banking Banking Treasury Banking Business Others Total
525,298 503,902 457,827 145,336 66,344 10,230 1,708,937
173,657 7,906 33,295 17,428 10,577 (242,863) -
(306,158) (52,001) (2,785) (25,989) - (157,607) (544,540)
- - (234,842) (19,330) - 254172 -
392,797 459,807 253,495 117,445 76,921 (136,068) 1,164,397
145,039 37,414 764 25,933 3,316 (2,995) 209,47
(47,156) - (4,720) (1,588) (1,387) (2,885) (57,736)
97,883 37,414 (3,956) 24,345 1,929 (5,880) 151,735
5773 2,320 46,915 (5,831) 709 (71,387) (21,501)
- - - - 623,172 (542) 622,630
2,900 m - 3,482 10,193 8,396 25,743
499,353 500,313 296,454 139,441 712,924 (205,481) 1,943,004
- - - - (546,100) 7,905 (538,195)
499,353 500,313 296,454 139,441 166,824 (197,576) 1,404,809
(689,642) (114,416) (45,587) (108,366) (74,639) (11,147)  (1,043,797)
(190,289) 385,807 250,867 31,075 92,185 (208,723) 361,012
(64,147) (202,675) - (5,668) - - (272,490)
(254,436) 183,222 250,867 25,407 92,185 (208,723) 88,522
- - - 26 - 3,270 3,296
(203) - 2 - (20,882) 6,397 (14,686)
- - - - - 1,728 1,728
- - - 78,117 - - 78,117
- - - - - 243,983 243,983
- - - - (1,937) - (1,937)
(254,639) 183,222 250,869 103,550 69,366 46,655 399,023
42,153 (30,447) (41,473) (2,431) (6,918) 23,251 (15,865)
(212,486) 152,775 209,396 101,119 62,448 69,906 383,158
18,324 8,247 2,588 20,473 4,105 11,273 65,010
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Interest income from
- external customers
- inter-segments

Interest expense to
- external customers
- inter-segments

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission
income/(expense)

Net trading income/(loss)

Net insurance premium
and other income

Other operating income

Operating income/(loss)
Net insurance claims
and expenses

Total operating income net of
insurance claims
Operating expenses

Operating profit/(loss) before
impairment losses

Impairment losses on loans
and advances

Operating profit/(loss) before
gains or losses on certain
investments and fixed assets

Net gain/(loss) on disposal of
premises, investment
properties and other fixed
assets

Net gain on disposal of
avallable-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/(loss) before income tax
Income tax (expense)/credit

Profit/(loss) after income tax

For the six months ended
30 June 2008 (restated)
Depreciation and amortization

33.

Operating segment reporting (Continued)
For the six months ended 30 June 2008 (restated)

N1 HERTT EhRAT R e

Personal  Commercial BEEKE  Overseas  Insurance Efb &t
Banking Banking Treasury Banking Business Others Total
630,927 757,064 810,300 157,632 41,902 42559 2,440,384
451,045 - 3,769 32,102 17,508 (504,424) -
(630,520) (146,707) (41,446) (82,820) - (313802) (1,215,299
- (164,038) (566,716) (6,761) - 737,515 -
451,452 446,319 205,907 100,153 59,410 (38,152) 1,225,089
266,988 65,483 6,152 25,698 3,588 (11,434) 356,475
(46,261) - (4,434 (938) (626) (1,401) (53,660)
200,721 65,483 1,718 24,760 2,962 (12,839) 302,815
2422 3,386 91,081 6,370 (162,563) 32,367 (26,947)

- - - - 989,706 (657) 989,149
12,282 1,370 4 3,043 5419 9,68 32,303
686,883 516,558 298,710 134,826 894,934 (9502) 2,522,409
- - - - (869,021) 16,001 (853,020)
686,883 516,058 298,710 134,826 25,913 6499 1,669,389
(384,941) (124,662) (56,310) (80,075) (73,614) (39,620) (759,222)
301,942 391,896 242,400 54,751 (47,701) (33,121) 910,167
(61,320) (70,092) - (5,268) - 605 (126,065)
250,622 321,804 242,400 49,493 (47,701) (32,516) 784,102
20 - - 7290 - (458) 6,852
6,065 - 2,205 816 - 6,059 15,145

- - - - - 3212 3212

- - - 54,749 - - 54,749

- - - (18,067) - (233,842) (251,909)
256,707 321,804 244,605 94,281 (47,701) (257,485) 612,211
(41,388) (63,415) (40,308) (5,998) (3,466) 40,947 (108,628)
215,319 268,389 204,297 88,283 (51,167) (216,538) 508,583
19,396 9,929 4,666 18,041 3,766 6,428 62,226
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34.

Operating segment reporting (Continued)

More than 90% of the revenues to external customers were
contributed from banking subsidiaries in Hong Kong, Macau and
People’s Republic of China, with major products and services
including deposit taking, extension of credit, asset-based finance,
securities investment etc.

The following table provides information by geographical area, which
was determined with reference to the domicile of the legal entities
within the group which the external customers have established the
relationship.

LAY T

HHBA  Intangible assets
Operating income and goodwill
1,242,468 320,163

28,457 -

133,884 779,738
1,404,809 1,099,901

Related-party transactions

During the first half of 2009, the Group entered into various continuing
connected transactions with related parties including fellow
subsidiaries of the Group, companies directly or indirectly controlled
or significantly influenced by shareholders or directors of the
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 2008 and related
disclosures set out in the Group’s 2008 annual financial statements.

For the six months ended 30 June 2009, 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.

The Company and its wholly-owned subsidiaries within the Group
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 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 2009, there were no significant changes in the
balances of these credit facilities and deposits as compared to 31
December 2008.
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35.

Related-party transactions (Continued)

Key management personnel of the Company are executive directors
and there were no significant changes to their remuneration terms
since 31 December 2008 in the six months ended 30 June 2009.

Event after the balance sheet date

On 22 July 2009, the Group’s two banking subsidiaries agreed with
the Securities and Futures Commission, the HKMA and 14 other
distributing banks in Hong Kong to offer to repurchase holdings in all
outstanding Lehman Brothers Minibonds distributed by the Group
from eligible customers (the “Repurchase Scheme”). Details of the
Repurchase Scheme have been set out in the Company’s
announcement on 23 July 2009.

Under the Repurchase Scheme, the Group will, without admission
of liability, make an offer to repurchase at a price equivalent to 60%
of the nominal value of the principal invested for eligible customers
below the age of 65 as at 1 July 2009 or at 70% of the nominal value
of the principal invested for eligible customers aged 65 or above as
at 1 July 2009. The Repurchase Scheme includes additional payments
to the eligible customers based on the amounts recoverable from
the Lehman Brothers Minibonds which will be repurchased by the
Group under the Repurchase Scheme. The Group has also made a
voluntary offer to make ex gratia payments to those eligible customers
who had previously settled with the Group on a case-by-case basis,
to bring them in line with the terms of the Repurchase Scheme, and
will make available an amount equivalent to the total commission
income received as a Lehman Brothers Minibonds distributor of
approximately HK$22 million to the trustee of the Lehman Brothers
Minibonds to fund the trustee’s expenses in realising the value of the
underlying collateral.

The Group estimated that, in addition to the amount that has been
paid or committed to be paid in previously settled cases, it will have
to pay out a further sum of approximately HK$444 million as a result
of the Repurchase Scheme and the voluntary offer to customers who
have previously settled with the Group.

At present, the net amount which could be recoverable from the
Lehman Brothers Minibonds on collateral recovery and realisation is
uncertain. Any adjustment in the provision to account for the effect
of the settlement with customers under the Repurchase Scheme
could affect our results in the second half of 2009.
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36.

Risk management

(A

(@)

44

Banking Group

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.

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.
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36.

Risk management (Continued)

(A

(b)

(©
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Banking Group (Continued)
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 HKMA, 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.

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.
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36.

Risk management (Continued)

(A)

(d)

46

Banking Group (Continued)
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 commodity 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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The Group’s main credit risk is that borrowers or counterparties
may default on their payment obligations due to the Group.
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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.

(e)(i)  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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Risk management (Continued)

(A

(e)

48

Banking Group (Continued)

Credit risk (Continued)

(e)(i) Counterparty credit risk exposures

(e)(iii)

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.
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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”) and Dah Sing Bank
(China) Limited (“DSB China”), which are subsidiaries of DSB,
run their treasury functions locally under their 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 the treasury operation of BCM and DSB China.

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

(A(i)  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.
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Market risk (Continued)

(0)

Market risk arising from the trading book (Continued)
(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.

o 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
calculation.

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 VaR of DSB, is
reviewed daily by Group Risk. Average daily VaR for the
Group for all trading activities during the six months
ended 30 June 2009 was HK$3,783,000 (six months
ended 30 June 2008: HK$5,423,000).

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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Banking Group (Continued)

Market risk (Continued)

(i)

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 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

HEZTAE+_A=F—HILZ

AR +-MA
6 months to 30 Jun 2009 12 months to 31 Dec 2008
T4 B Bk T8 58] 518
Average High Low Average High Low
M JEL B Foreign exchange risk 2,394 6,375 951 2,769 5,353 670
5 8 B Interest rate risk 2,923 5,889 1,715 3,858 7,714 1,727
i 5 Equities risk - - - - - -
{5 B A Credit risk - - - 260 1,117 -
B Ja B All risks 3,783 7,458 2,096 5,148 9,181 2,700
W H RITHR Z T 55 ) % (i)  Market risk arising from the banking book
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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
portfolios against these MATSs.

book

VaR methodology is not currently being used to measure

and control the market risk of the banking book.
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Banking Group (Continued)

Market risk (Continued)

(f)(ii)  Market risk arising from the banking book (Continued)
(2)  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.

(8)  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.

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.
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Banking Group (Continued)
Liquidity risk (Continued)

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.

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.
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Banking Group (Continued)
Reputation risk (Continued)

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.

Implementation of the Basel Il Capital Accord

The revised capital adequacy framework known as Basel ||
has come into force for all locally incorporated authorized
institutions in Hong Kong from January 2007. To implement
Basel Il, the HKMA 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, DSB and MEVAS 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.
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Banking Group (Continued)
Fair values 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.

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 and insurance 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.
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Banking Group (Continued)
Capital management (Continued)

Capital adequacy and the use of regulatory capital of the
Group’s Hong Kong banking subsidiaries, DSB and MEVAS,
are monitored regularly by the Group’s management,
employing techniques based on the guidelines developed by
the Basel Committee, as implemented by the 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 Tier 1 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.

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 recognised 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, BCM, and China banking
subsidiary, DSB China, are monitored regularly by the Group’s
management, employing techniques based on the guidelines
provided by the Autoridade Monetaria de Macau (“AMCM”)
and the China Banking Regulatory Commission (“CBRC”)
respectively for supervisory purposes. The required information
is filed by BCM with the AMCM and by DSB China with the
CBRC on a quarterly basis. The AMCM requires BCM and the
CBRC requires DSB China to maintain a ratio of own funds or
capital base to total risk weighted exposures (i.e. the solvency
ratio) at or above the agreed minimum of 8%.
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Risk management (Continued)
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Banking Group (Continued)
Capital management (Continued)

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.

Insurance Group

The Groups insurance business is exposed to multiple risks,
including insurance risk, product risk, investment risk and
business risks. We believe that effective risk management is
an integral part of our insurance business’ control process
and operations, and that effective control of risks assists to
maintain the profitability and stability of our business.

The key risks of our insurance business and related risk control
process are as follows:

Insurance risk

The Group’s insurance operation is in the business of
underwriting insurance risk and retains various maximum
amounts per risk or event dependent on the type of risk with
the excess being reinsured through various reinsurance and
related agreements which are regularly reviewed. Catastrophe
cover arrangements are also in place whereby a number of
claims relating to a specific incident in aggregate would
represent a material risk to the Group are reinsured.

Underwriting and claims practices and procedures are
documented and reviewed. External independent actuaries are
engaged to evaluate the adequacy of the insurance reserves.

Product risk

New products and major revisions to existing products undergo
a product approval process with the profitability being reviewed
and where appropriate assessed by internal and external
independent actuaries.

Investment risk

Our investment practice is to maintain a conservatively invested
portfolio which attempts to maintain value whilst matching
assets and policyholder liabilities as appropriate, by yield,
duration and currency taking account of the associated risks,
taxation and regulatory requirements.
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Risk management (Continued)
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Insurance Group (Continued)
Business risks

The Group’s Hong Kong insurance subsidiaries Dah Sing Life
Assurance Company Limited and Dah Sing General Insurance
Company Limited follow the policies and procedures of the
Group in assessing business risk in terms of contingency and
interruption planning as well as providing training for staff and
agents to comply with the relevant rules and regulations
covering their businesses. Macau Insurance Company Limited
and Macau Life Insurance Company Limited, insurance
subsidiaries of the Group operating in Macau, have their own
policies and procedures to comply with the relevant
requirements in Macau.

Capital management

In each market in which the Group’s insurance subsidiaries
operate, the local insurance regulator specifies the minimum
amount and type of capital that must be held by each of the
subsidiaries in addition to their insurance liabilities. The
minimum required capital must be maintained at all times
throughout the year. The Group’s subsidiaries are subject to
insurance solvency regulations in the markets in which they
issues insurance and investment contracts, and where they
have complied with the local solvency regulations. The Group
has embedded in its ALM framework the necessary tests to
ensure continuous and full compliance with such regulations.
The solvency requirement of each insurance company in each
market is subject to local requirements, which may differ from
jurisdiction to jurisdiction.

In Hong Kong, the required margin of solvency for the Group’s
life insurance subsidiary, Dah Sing Life Assurance Company
Limited, is determined by the Group’s appointed actuary in
accordance with the Hong Kong Insurance Companies (Margin
of Solvency) Regulation. In addition, dynamic solvency test is
also required by Insurance Authority to identify the solvency
position of the company on a going concern basis and plausible
threats to satisfactory financial condition. For current and
previous reporting period/year, the results of dynamic solvency
test are satisfactory.

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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The Directors resolved that no interim dividend for the period ended
30 June 2009 will be paid.

CORPORATE AND BUSINESS OVERVIEW
HIGHLIGHTS

Although in the first half of the year the global economy was showing
some signs of stabilisation thanks to the stimulus measures by
various governments, and financial markets rallied in the latter part
of the second quarter, conditions were still difficult for our banking
and insurance businesses. Compared with the first half of 2008, we
recorded a decrease of 16% in operating income net of insurance
claims, and a decrease in profit attributable to shareholders of 20%.

The core operating performance in our banking and insurance
businesses was under pressure due to the aftermath of the financial
crisis and the severe economic downturn. In response to the
challenging market conditions experienced in 2008, we adopted a
cautious business approach in the first half of 2009. As a result of
this more cautious strategy, total loans and advances contracted
6% when compared with the end of last year. Against the more
difficult operating environment, our total operating income in the
period was lower than the first half of 2008, due to lower net interest
income and non-interest income. Operating expenses were much
higher, driven largely by provisions made for possible settlement
with customers relating to retail investment products distributed by
the Group prior to the last quarter of 2008. Despite our more stringent
credit control and collection measures, loan impairment charges
were much higher than in the corresponding period in 2008, reflecting
weaker asset quality as a result of the weak economic and business
conditions during the period. Our insurance business performance
was also affected by the economic downturn and the more
challenging operating environment, and recorded lower premium
income, although the recovery in the equity and bond markets in
the second quarter enabled our insurance business to post improved
investment returns.
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CORPORATE AND BUSINESS OVERVIEW (Continued)
HIGHLIGHTS (Continued)

As a result both of a total injection of HK$1,300 million of equity
capital into Dah Sing Bank during the period, as well as the retained
earnings and recovery in the value of investment securities, the
combined capital adequacy of DSBG improved compared with the
2008 year end, with core capital adequacy increasing from 6.8% to
9.3% and total capital adequacy increasing from 13.6% to 15.9%.

Our 20% associate, Bank of Chongging performed well during the
period, contributing HK$78 million, representing 43% growth
comparing with the same period in 2008.

Net profit of our banking business dropped 41% in the period, whilst
our insurance business recorded a profit compared against a modest
net loss in the first half of 2008, resulting in a decline in profit
attributable to shareholders of the Group of 20% compared with
the first half of 2008. Earnings per share decreased by 23% to
HK$1.16.

BUSINESS AND FINANCIAL REVIEW

Net interest income in the period was down by 5% year on year.
Net interest margin tightened to 1.98% from 2.24% and 1.99% in
the first half and second half respectively in 2008 (2.11% for full
year 2008). The decline in net interest income was a result of the
contraction in net interest margin, largely due to the holding of a
relatively higher pool of cash balances, and a reduction in total loans
outstanding. Further, the financial market turmoil in late 2008 also
had an adverse impact on our funding cost which, although eased
subsequent to the first two months of 2009, had added pressure in
depressing our net interest margin during the interim period.

Non-interest income was 46% lower than the same period in 2008,
mainly due to weak wealth management fee and commission
income, lower banking fees on a lower volume of transactions, lower
insurance sales income, and net trading and financial instruments
fair value losses.

With continued tight cost control, our core operating expenses were
largely similar to the first half of 2008, and staff related expenses
were lower after implementing cost rationalization programs since
late 2008. Some non-staff cost increases were caused by higher
premises and depreciation expenses, and also operating expenses
in relation to the operation of our wholly owned subsidiary bank in
China, which commenced its business in August 2008.

The significant increase in our other operating expenses was largely
provisions relating to possible settlement and compensation to
customers having bought retail investment products from the Group’s
Hong Kong banking subsidiaries, which was made after considering
customer complaints, and the development up to the end of June
2009 (which subsequently came to the arrangements of an industry-
wide settlement agreement and repurchase scheme of certain retail
bonds distributed by 16 banks in Hong Kong, including Dah Sing
Bank and MEVAS Bank).
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BUSINESS AND FINANCIAL REVIEW (Continued)

Both individual and collective impairment charges in the period were
significantly higher. The much higher individual impairment provision
was mainly caused by higher commercial banking and equipment
finance loan losses, which generally reflected a weaker loan quality
for the manufacturing and trade finance sectors following the severe
downturn in manufacturing and global demands in the last few
months in 2008 and continuing to the beginning of 2009, although
we saw signs of stabilization in the second quarter of 2009. The
increase in collective impairment charge reflected deterioration in
the loan quality of our retail banking unsecured portfolio, including
credit cards, driven by increased personal bankruptcies, individual
loan restructuring and higher unemployment rate.

Adversely affected by the steep drop and volatility in the financial
markets in late 2008 and weaker customer confidence on investment
linked insurance products, our insurance business recorded a
reduction in new sales, relatively low investment return and decrease
in embedded value during the period. The negative impact was,
however, slightly cushioned by higher premium income on policy
renewals and lower required transfer to actuarial reserves as
determined by actuarial valuations, which incorporated market
conditions and general interest rate movements during the period
ended 30 June 2009.

Relative to the first half of 2008, operating profit before loan
impairment charges was down by 60% to HK$361 million. Due to
the significant increase in loan impairment provisions, our banking
business posted a small net operating loss after loan impairment,
resulting in the Group’s overall operating profit after loan impairment
to drop by 89%.

The share of net profit of associates in the period was HK$78 million,
which was derived from our 20% equity interest in Bank of
Chongqing. The increase in our share of net profit was due to our
higher shareholding interest in the associated company since
October 2008, and its stronger operating performance. The
investment in Bank of Chongqing provided us with a respectable
investment return during the period. We also benefited during the
period from gains of HK$244 million on the repurchase of a portion
of our perpetual subordinated debt callable in 2017.

In the first half of 2009, we continued our prudent business approach
to preserve higher liquidity, enhance capital adequacy, improve asset
quality and manage our funding costs. Our loan portfolio by the end
of June 2009 declined by 6% relative to the end of 2008, caused
mainly by the drop in property related lending, trade finance,
equipment finance and retail lending balances.

In order to strengthen the capital base in face of business
contingency, we effected capital injection of HK$1 billion to Dah
Sing Bank (“DSB”) on 25 March 2009 by obtaining a term loan facility
from Dah Sing Financial Holdings Limited to Dah Sing Banking Group
Limited (“DSBG"), the immediate holding company of DSB, which
was applied to subscribe for additional equity capital in DSB in the
same amount.
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BUSINESS AND FINANCIAL REVIEW (Continued)

In April 2009, DSBG placed a further 54 million new shares at a
price of HK$5.60 per share to independent investors, raising
approximately HK$300 million of new equity, which was then injected
into DSB. Our interest in DSBG, after the top-up placing, was diluted
by approximately 4.1% to 70.9%.

These capital actions completed in the second quarter further
improved DSB’s core capital, and helped increase its Tier 1 capital
ratio while maintaining the total capital adequacy ratio of DSB, and
the combined capital adequacy ratio of the whole Banking Group,
which stood at 15.9% at 30 June 2009.

PROSPECTS

The global economy, particularly the US economy, are showing signs
of “green shoots” and economic recovery, with GDP contraction
easing significantly in the second quarter following the substantial
and very steep drop during the last quarter of 2008 and the first
quarter in 2009. It is however too early to be confident that the
recovery will be sustainable, as to pace and nature, which will still
be subject to many uncertainties.

China’s huge stimulus package and new infrastructure investments,
loose monetary policy, rapid bank lending growth and steady
increase in domestic consumption have contributed to the continued
growth in China’s GDP and also assisted to support both the Asian
region and Hong Kong’s economies. The widespread failure of small
and medium sized enterprises, caused by the financial tsunami and
abrupt contraction of global demand in the last quarter of 2008,
appears to have slowed in recent months pursuant to a modest
recovery of the global economy, implementation of various
government stimulus measures and the relatively robust economic
performance in China. Hong Kong'’s stock market experienced a
substantial rally in the second quarter of 2009, and reached a new
high in July subsequent to the low level in the autumn of 2008.

In the short term and in view of the uncertainties of economic
conditions as regards GDP recovery, local exports and
unemployment, we expect to maintain our cautious stance on
growing our businesses. We do not expect meaningful growth in
our loan book this year, although we will put in further effort to grow
loans selectively, whilst maintaining tight credit control and monitoring
to improve the credit quality of our loan portfolio.

In the medium to long term, we continue to be confident that the
growing Greater China market is likely to continue to provide
opportunities for growth for both our banking and insurance
businesses.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS

At 30 June 2009, 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
Number of shares
HeBERA
1IN £ ML O H bR fithis A
Personal Corporate Other Total % of issued
interests interests interests interests share capital

- 5,526,095 94,909,411 @ 100,435,506 38.59
930,520 - - 930,520 0.36
50,000 - - 50,000 0.02
60,801 - - 60,801 0.02
- 699,169,170 © - 699,169,170 70.86
50,000 - - 50,000 0.01
164,558 - - 164,558 0.02
20,000 - - 20,000 0.00
Notes:

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

(8)  Such shares in Dah Sing Banking Group Limited (‘DSBG”) represent
the corporate interest of David Shou-Yeh Wong under Part XV of the
SFO by virtue of his beneficial interest in the shares of the Company
which held a controlling interest in the share capital of DSBG currently
in issue.

(4)  In addition to his interest in DSBG, Nicholas John Mayhew is also
beneficially interested in all of DSE Investment Services Limited’s
(“DSE”) preference shares in issue totalling HK$700. DSE, a wholly
owned subsidiary of the Company, is currently dormant.
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ik ]
Held at
1/1/2009
KA Share Option Scheme
AR of the Company
iz Directors
HiER Hon-Hing Wong
(Derek Wong) 1,000,000
FEE Roderick Stuart Anderson 250,000
Tk Gary Pak-Ling Wang 400,000
KRR Nicholas John Mayhew 250,000
100,000
fEaMto Aggregate of employees © 250,000
500,000
100,000
KRN Share Option Scheme
R of DSBG
A&t Aggregate of employees ©
#- First tranche 250,000
A Second tranche 550,000
B2 Third tranche 250,000
A Fourth tranche 100,000
EE Fith tranche 100,000
250,000

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS

(Continued)

Pursuant to the Share Option Schemes (the “Schemes”) of the
Company and its associated corporation, certain Directors of the
Company and major operating subsidiaries were granted options

under the Schemes.

Details of the share options outstanding as at 30 June 2009 under

the Schemes are set out below:

ARELERBUH
Nurmber of shares in the options
Wiki/
W R-BBAE
Wl Lapsed  ANETH
Exercised  cancelled ]

during during Held at
the period  the period  30/6/2009

- - 1,000,000
- - 250,000
- - 400,000
- - 250,000
- - 100,000

- - 250,000
- - 500,000
- - 100,000

- - 250,000
- - 550,000
- - 260,000
- - 100,000
- - 100,000
- - 250,000

64

frfef

Exercise

price

i

HKS

I
5171
51
51
6193

1.7
67.80
6193

16.70
1440
1432
17.30
1784
1784

2006 260812011
2006 26/8/2011
2006 26/8/2011
/2006 26/8/2011
/2008 28/9/2013

e
Exercise period
] [}
From To

(B/8/% (B/R/%)
oMY DY)
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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, exercisable upon vested in
varying amounts, after one year from the dates of grant up to the
expiry of exercise period of respective tranches of grant.

During the six months period ended 30 June 2009, none of the
grantees under the Schemes were granted share options exceeding
respective individual limits as prescribed under the Listing Rules.

Set out under this sub-paragraph are particulars of movements during
the six months ended 30 June 2009 of the outstanding share options
under the Schemes granted to certain eligible employees, who are
directors, senior executives or officers of the Company’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 2009.

All the interests stated above represent long position. As at 30 June
2009, 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 2009 did the Company or its subsidiaries a party to any
arrangement 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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Jot 3 Shareholder

THES Christine Yen Wong

LB A RA A HSBC International Trustee
Limited

DSI Limited DSI Limited

“EUFAHER Mitsubishi UFJ Financial
Group, Inc

= E R R URIST The Bank of Tokyo-Mitsubishi
UFJ, Ltd.

DSI Group Limited DSI Group Limited

Aberdeen Asset Management  Aberdeen Asset Management Plc
Ple LM & /A # and its subsidiaries (on behalf
(ZEBZRIEF D) of accounts under managed)

Aberdeen Asset Management  Aberdeen Asset Management
Asia Limited Asia Limited

* L EREY BB LA R A A > DSI Limited &
DSI Group Limited# F 7 5l 7 2 #E 45 33§ £ 5F
SEFTFRRA AR TR 2 H 0y W% M E
TR RATHARME R | AR T U -
TR SEROHE 25 B % 25 T 3 A 7)Y B4
28 WL HRRMG AT ERAR > BR
E SRR AR AR BT 4R R A AR B R A
e S e I

SHAREHOLDERS’ INTERESTS

At 30 June 2009, 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
Ty ZHM
it % of
Bh Number of the issued
Capacity shares held share capital
EENGEE 2L Y b 100,435,506 38.59"
T Mt
Deemed interest by virtue of
her spouse having a notifiable interest
ELIN AL 93,847,249 @ 36.29"
Trustee and corporate interest
EHINER ] 20 46,559,426 © 17.89*
Trustee and corporate interest
HEER 89,214,574 15,07
Corporate interest
Hhitks 30,214,574 15.07
Beneficial interest
CEINSERT & 35,452,424 © 13.62*
Trustee and corporate interest
REan 18,202,009 6.99
Investment manager
REgm 18,048,800 6.93¢

Investment manager

*  Each of the interests of HSBC International Trustee Limited, DSI Limited
and DSI Group Limited forms part of the shares held by David Shou-
Yeh Wong in the Company as disclosed under the heading “Directors’
and Chief Executive’s Interests”. The interest of Christine Yen Wong
represents the whole of such shares. Therefore, these shareholdings
should not be aggregated, and rather form part or whole of the same
share interest of David Shou-Yeh Wong held in the Company as
disclosed in this Interim Report.
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Shareholders’ Interests (Continued)

Notes:

(1) Such shares represent deemed interest of Christine Yen Wong by
virtue of her spouse, David Shou-Yeh Wong, being a shareholder
having a notifiable interest in the relevant share capital of the Company
(under the interpretation of section 316(1) of the SFO). This interest
comprised the same shares held by David Shou-Yeh Wong under
the heading of “Directors’ and Chief Executive’s Interests” shown
above.

(2)  Such shares mainly comprised the interest indirectly held by HSBC
International Trustee Limited in trust for a discretionary trust
established for the benefit of David Shou-Yeh Wong and his family.
Relevant shares have been included in the “Other interests” of David
Shou-Yeh Wong as disclosed under the heading of “Directors’ and
Chief Executive’s Interests” above.

(8)  Such shares mainly comprised the interests indirectly held by DSI
Limited and DSI Group Limited in trust for a discretionary trust
established for the benefit of David Shou-Yeh Wong and his family.
Relevant shares have been included in the “Other interests” of David
Shou-Yeh Wong as disclosed under the heading of “Directors’ and
Chief Executive’s Interests” above.

(4)  Such percentage of interest has been adjusted according to the total
share capital of the Company in issue as of 12 August 2009 when
the interim results for 2009 was announced.

All the interests stated above represent long positions. As at 30
June 2009, no short positions were recorded in the register of
shareholders’ interests in shares and short positions.

COMPLIANCE WITH THE CODE ON 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
2009.

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 (“Model Code”) (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.
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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 2009.

REMUNERATION AND STAFF DEVELOPMENT

There have been no material changes to the information disclosed
in the Company’s 2008 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 2009.

INTERIM REPORT

Further copies of this 2009 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 of 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 comprises
Messrs. David Shou-Yeh Wong (Chairman), Hon-Hing Wong (Derek
Wong) (Managing Director and Chief Executive), Roderick Stuart
Anderson, Gary Pak-Ling Wang and Nicholas John Mayhew as
Executive Directors; Messrs. Kunio Suzuki (Kenichi Yonetani as
alternate), Tatsuo Tanaka (Tetsuya Wada as alternate), Eiichi
Yoshikawa, John Wai-Wai Chow and Yiu-Ming Ng as Non-Executive
Directors; Messrs. Peter Gibbs Birch, Robert Tsai-To Sze, Tai-Lun
Sun (Dennis Sun), Kwok-Hung Yue (Justin Yue) and Nicholas Robert
Sallnow-Smith as Independent Non-Executive Directors.

By Order of the Board
H L Soo
Company Secretary

Hong Kong, Wednesday, 12 August 2009
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