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- E@EEHE Group Results in Brief

HZ 20105 HZE 2009 F HZ 2010
6 A30H1E 6 A30HI1E 6 A30H1
618A 6 {E A 618A
Six months ended Six months ended #I Six months ended
30th June, 2010 30th June, 2009 Increase 30th June, 2010
BEBEER BEEET BEER
HK$ million HK$ million % US$ million
PRE (R 2% R Profit Attributable to
Shareholders 761 513 49 97.8
HEAR S Interim Dividend 89 59 50 1.4
ke Nt EY
HK$ HK$ % USs$
BREREF Basic Earnings per Share 2.58 1.74 48 0.33
B HRE Interim Dividend per Share 0.30 0.20 50 0.04
% %
BCARERR AL Cost to Income Ratio 48.8 53.4
FIEERMRE  Return on Average Assets
(FE1L) (annualised) 1.06 0.76
THEBRRES Return on Average
Bk & (FE) Shareholders’ Funds
(annualised) 12.0 9.4
#m/
(R)
20106 A30H 2009 12 A31H Increase/ 20106 A30H
30th June, 2010  31st December, 2009 (Decrease) 30th June, 2010
BEBEER BB BEER
HK$ million HK$ million % US$ million
BRRE S Shareholders’ Funds 13,345 12,521 7 1,714.3
BTN Total Deposits 124,988 127,416 () 16,055.6
HEER Advances to Customers 90,166 80,497 12 11,582.5
BEE Total Assets 146,435 147,124 — 18,810.6
ke Nt E
HK$ HK$ % Us$
EREEFE Net Asset Value per Share 45.23 4244 7 5.81

1.00% T=887.78477T
US$1.00=HK$7.7847
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- BEERE Chairman’s Statement

For the first half of 2010, profit attributable to the shareholders of Wing
Hang Bank increased by 48.5 percent to HK$761.4 million compared to
the same period last year. Earnings per share rose 48.3 percent to HK$2.58.
The Board has recommended an interim dividend of HK$0.30 per share.
This represents an increase of 50.0 percent over the previous period.

Hong Kong’s economy improved significantly in the first half. This was
supported by strong growth in China, the Hong Kong Government'’s
ongoing support for SMEs, a steady recovery in the United States as well
as a low interest-rate environment.

Real GDP grew at 8.2 percent in the first quarter over the same period the
year before, higher than the moderate growth of 2.5 percent achieved in
the fourth quarter of 2009. There was robust growth in merchandise trade
and retail sales in the first half. Exports in the first half of 2010 grew by
25.1 percent and imports jumped 31.9 percent over the same period last
year. Higher import growth compared to export growth reflected strong
domestic demand. Retail sales grew by 17.9 percent in the same period
supported by a recovering job market and a rise in visitor spending.

The buoyant economy has been generally good for the banking industry.
Our asset quality has remained sound as a result of an effective credit risk
monitoring system. We were also able to achieve good loan growth in
areas such as residential mortgages, SME financing, consumer lending as
well as our Mainland and Macau operations.

Loan demand was supported by the strong GDP growth and increased
demand for loans for use outside Hong Kong. This led to a substantial
increase in the loan-to-deposit ratio and consequently higher deposit rates
in the second quarter as competition for deposits heightened. Low
mortgage rates and increases in property prices and transaction volumes
fueled an increase in mortgage lending. Total loan volume increased by
12.0 percent during the first half of 2010. In contrast, customer deposits
decreased slightly by 1.6 percent due to fierce competition. The situation
in Macau was similar as loans increased by 17.4 percent. Loan growth for
use in Mainland China reached 26.4 percent because of strong demand
for credit as China’s economic recovery gathered pace. Overall, the total
loan-to-deposit ratio increased to 72.1 percent.

Other financial ratios remained sound. The Group’s capital adequacy ratio
and core capital adequacy ratio stood at 17.0 percent and 10.4 percent
respectively. The annualised return on average shareholders’ funds was
12.0 percent.

Profit before taxation increased by 54.8 percent to HK$927.4 million thanks
to an increase in operating income together with decreases in operating
expenses and impairment charges. Net interest income increased by 13.6
percent to HK$1,320.4 million supported by an improvement in treasury
operations and an increase in loan volumes. The Group’s net interest margin
increased to 1.91 percent from 1.79 percent during the same period last
year due to a higher loan-to-deposit ratio. Higher credit commissions and
foreign exchange income boosted other operating income by 9.9 percent.
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- BEERE Chairman’s Statement

Meanwhile, net losses from financial instruments held for trading and
designated at fair value increased to HK$166.5 million following an increase
in the fair value of our perpetual subordinated debt. Total expenses
decreased slightly by 2.7 percent partly due to a reduction in the provision
for the sale of structured products. Consequently, the Group’s cost-to-
income ratio decreased from 53.4 percent to 48.8 percent. If the net losses
from financial instruments were excluded, the Group’s cost-to-income ratio
would stand at 44.2 percent.

The continued rise in asset prices led to a release of loan impairment
allowances for HK$50.2 million. Impaired loans stabilised at HK$336.0
million, equivalent to 0.37 percent of total loans. The charge-off ratio for
credit cards decreased to 0.41 percent of receivables compared with 3.67
percent previously due to effective credit risk monitoring.

The Group currently has 42 branches in Hong Kong, 12 branches in Macau
and 5 branches and 6 sub-branches on the Mainland. As at 30th June
2010, the Group employed a total of 3,129 staff.

Here is an overview of the performance of our individual business units:

Retail Banking

Pre-tax profit in the Retail Banking division increased by 83.1 percent in
the first half of 2010, largely as a result of higher loan volumes and credit
commissions.

During the period, customer deposits declined slightly by 1.6 percent due
to fierce competition amongst banks resulting in higher deposit rates. We
endeavor to improve the retail business by offering a greater range of
services such as internet-based account opening, instant remittances and
same-day interbank fund transfers. We believe that innovation and a focus
on customer service are critical to success.

At the same time we continue to upgrade our branch network by improving
interior design and selecting more convenient locations for our customers.
Later this year, we plan to open one new branch and renovate the
Tokwawan branch to create a more spacious environment.

We have also continued to expand our stock brokerage business by
enhancing our trading system and undertaking marketing programs
targeting new customers. 16 new investment corners have been established
in our branches so as to clearly separate investment product services from
general retail banking services.

In the increasingly competitive mortgage market we successfully grew our
residential mortgage loan portfolio by 6.1 percent.

In other areas of the retail business, the Special Loan Guarantee Scheme
has proved popular with our customers. We also participate actively in the
RMB business in Hong Kong. In fact, we are now well positioned to provide
a wide spectrum of RMB trade settlement and related finance services for
our corporate clients.
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Consumer Finance

Wing Hang Credit maintained its leading market position during the period
in spite of increasing competition. In response to market needs, we opened
a new branch in Gloucester Road to help expand our customer base. This
brings its total number of branches and business units in Hong Kong to
22.

In response to increasing loan demand as the economy recovered, the
company took the opportunity to promote different types of loan products
including personal loans, revolving credit, mortgage loans and business
loans for professional firms. It always strives to innovate and keep one
step ahead of the competition by identifying new business opportunities.
The company is also dedicated to providing an excellent level of customer
service in order to consolidate its market leadership.

Auto and Equipment Leasing

Our Auto and Equipment Finance division’s loan portfolio achieved
moderate growth and good returns in a low-cost funding environment.
During the period, vehicle sales in Hong Kong and demand for equipment
hire have improved. Consequently, we have managed to consolidate our
market leader position. At the same time we have started to expand our
operations to the Mainland.

Corporate Banking

The Corporate Banking division has benefited from the government'’s
support program for SMEs together with the gradual revival of the global
economy. Trade loan volumes and commercial loan volumes delivered
growth of 9.8 percent and 9.0 percent respectively during the first half of
this year. Pre-tax profit improved by 66.2 percent due to reduced impairment
allowance. In the second half, we expect loan volumes to grow at a modest
rate in spite of the European debt crisis and low consumer confidence.

Treasury

Pre-tax profit in the Treasury division increased by 18.9 percent in the first
half of 2010. Fee income generated from foreign exchange trading
increased by 12.5 percent as a result of increased volatility in the U.S.
dollar exchange rate. Net interest income grew by 12.7 percent on the
back of an improvement in treasury operations. However, net losses from
financial instruments held for trading and designated at fair value increased
to HK$166.5 million following an increase in the fair value of our perpetual
subordinated debt.
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- BEERE Chairman’s Statement

China

The Chinese economy continued to expand rapidly in the first half of 2010.
Loans for use in Mainland China increased by 26.4 percent to HK$17.7
billion compared to the end of 2009. In line with the measures taken by
the Chinese Government to tighten loan growth and the implementation
of new regulations to stabilise property prices, we expect loan growth to
slow down in the second half of the year.

The performance of our Zhuhai branch which was opened last year has
been encouraging as it has created synergies with Banco Weng Hang in
Macau to develop our customer base on both sides of the border. Benefiting
from CEPA VI, our first cross-location sub-branch was opened in Foshan in
March 2010.

Wing Hang Bank (China) Ltd. (“WHBCL") now has a network of 10 branches
and sub-branches on the Mainland - 4 in Shenzhen, 3 in Guangzhou, 2 in
Shanghai and 1 in Zhuhai. We have already obtained approval to open
another branch in Beijing and this is expected to become operational in
the first quarter of 2011. We shall also continue to open more sub-branches
in the Pearl River Delta.

WHBCL successfully launched in May 2010 a new debit card that was well
received by customers. The company has also obtained approval to provide
derivative products to our customers in China.

Macau

Banco Weng Hang recorded a moderate decrease in pre-tax profit amid a
challenging interest rate environment on both deposit gathering and
lending side. Nevertheless, economic growth has been robust. Riding on
the recovery of the gaming and tourism industry, Macau’'s GDP grew by
30.1 percent in real terms in the first quarter of 2010.

Net interest income decreased by 6.8 percent as fierce competition drove
up customer deposit rates. The decrease in non-interest income was mainly
due to unrealised losses on the revaluation of interest-rate derivatives used
to hedge the Bank’s fixed-rate mortgage products. Excluding these
unrealised losses, the operating income would have increased by 17.1
percent because of higher credit commissions and insurance commission.

Loans increased by 17.4 percent compared to the end of 2009. This was
mainly due to an increase in residential mortgage business which was
boosted by the Government’s Interest Subsidy Scheme. Withdrawals by
corporate customers to meet business needs during the economic upturn
led to a 8.6 percent decrease in customer deposits.
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Business Outlook

Being a small open economy, Hong Kong’s business environment is heavily
exposed to changes in external conditions. Growth in the second half of
the year is likely to slow down due to reduced growth in the Chinese and
U.S. economies as well as continued uncertainty over the European
sovereign debt situation. However, China is in a better position to achieve
sustained growth and this is expected to provide important support for
both Hong Kong and Macau. Interest rates are expected to remain at low
levels as the global economy recovers.

In terms of business strategy, we shall continue to focus on expansion in
China where the economy remains resilient. Having successfully
incorporated our business in China, we are now able to provide a full
range of RMB services there. We also plan to expand wealth management
services across our China branch network following regulatory approval,
enabling us to provide derivative products. In Hong Kong and Macau, we
shall build on the long-term business opportunities arising from the provision
of RMB-denominated services.

In summary, | believe that in addition to our solid business platform locally,
we have a clear and focused strategy in China. We are well positioned to
capture opportunities in that high growth market. At the same time we
shall remain prudently cautious about the uncertainties that remain in the
external environment.

Finally, | would like once again to take this opportunity to thank our
customers, shareholders and colleagues for their confidence and trust. |
am also indebted to the Board of Directors for their continued support and
counsel.

FUNG Yuk Bun Patrick
Chairman and Chief Executive

Hong Kong, 12th August, 2010
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- RBEZ 7 EE5WEE Unaudited Consolidated Income Statement

(LB F TSR - Bitbrsl (Expressed in thousands of Hong Kong dollars unless otherwise stated)

HZE20105 HZE20094F
68300 Lt 68308 I
618 A 618 A

Six months ended
30th June, 2009

Mf:F  Six months ended
Notes 30th June, 2010

2 A Interest income 4(a) 2,051,159 1,957,044
FEX H Interest expense 4(b) (730,752) (795,096)
A B A Net interest income 1,320,407 1,161,948
H g A Other operating income 4(c) 435,987 396,575
BEERBERIETEUARFE Net losses from trading and financial
mAEmIERMIA instruments designated at fair
ZFEE value through profit or loss 4(d) (166,452) (64,801)
JEF B UA Non-interest income 269,535 331,774
=E 3L UN Operating income 1,589,942 1,493,722
BET W Operating expenses 4(f) (775,793) (797,480)
MR ERER R EERZ Operating profit before
Eiawil impairment losses and allowances 814,149 696,242
BERZ A EBRRER Impairment losses and allowances
BI# 7 (1R #) released from/(charged on) loans
and advances 50,193 (84,003)
A E SR ERE 2 RE Impairment losses and allowances released
18R N AE 1 [0 % from available-for-sale financial assets 14 4,796 11,071
EEi Operating profit 869,138 623,310
SEEMERLEERERE Net gains/(losses) on revaluation of
BEZ TR (EB) properties and disposal of tangible
fixed assets 5(a) 5,599 (1,278)
LEREEHEE KA # Gains/(losses) on disposal of
HESMEEZWE held-to-maturity and
(B8 available-for-sale financial assets 5(b) 45,931 (18,759)
FEAGES & N E 2 F e Share of net gains/(losses) of
(E18) associated companies 6,705 4,311)
R 58 Rl A Profit before taxation 927,373 598,962
G785 Taxation 6 (165,682) (84,583)
B 0% A Profit for the period 761,691 514,379
RIS ELT - Attributable to:
RERITARER Equity shareholders of the Bank 761,432 512,583
DB R A Minority interests 259 1,796
B 0 A Profit for the period 761,691 514,379
HK$ HK$
BREF Earnings per share 8
HAR Basic 2.58
#E Diluted 2.56

FI6AEEF61 B 2 M AR AR EEZP Y B3R The notes on pages 16 to 61 form part of the unaudited interim financial
S 27—y o NIBITIRE TRE ZREFFFIMAMIFE  report. Details of dividends payable to equity shareholders of the Bank are
7 e set out in note 7.
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- RBEGZEALEREZ Unaudited Consolidated Statement of Comprehensive Income

(LB FLSIR + Batbrsl (Expressed in thousands of Hong Kong dollars unless otherwise stated)

HZE2010%F
68308 It
618 A

Mi5f Six months ended

Notes

30th June, 2010

HZE20094F
6A30H I

61E A

Six months ended
30th June, 2009

HA A48 A
Hh 2 H U es

— R
—MBA AP ®RE
Z I 2R
RATITHE -
—ERRITITIE B
—RERIA
AHHESREE -
—FABRREEZAF
EEZ
—EBES
—BR
—(®BN) /' BEKA
Yo g &
—72008F10H1H
EHRNERBAERE
FHIR 2 A HEEE
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Z R
—HEZz s EE
— R IR

HIMBR 1% 2 H A 2 E S

Az 2mW AR

oY
AERITIER
DEHB R R

Az 2P amEER

F16EEFE6T A ZMEBRARERZ D BB H

2zt e

Profit for the period
Other comprehensive income

General reserve:
— Exchange adjustments on translation of
financial statements of subsidiaries
Bank premises:
— Surplus on revaluation of bank premises 15
— Deferred taxes
Available-for-sale financial assets:
— Fair value changes to equity

— on debt securities
— on equity securities
— Transfer (to)/from consolidated income
statement
— amortisation of previous revaluation
losses on available-for-sale
financial assets reclassified as
held-to-maturity on
1st October, 2008
— (gains)/losses on disposal 5(b)
— Deferred taxes

Other comprehensive income for the period,
net of tax

Total comprehensive income for the period

Attributable to:
Equity shareholders of the Bank
Minority interests

Total comprehensive income for the period

report.

761,691 514,379
755 10
173,233 —
(30,320) —
122,205 112,129
630 9,300

— 19,447
(52,884) 6,237
(11,226) (24,187)
202,393 122,936
964,084 637,315
963,825 635,519
259 1,796
964,084 637,315

The notes on pages 16 to 61 form part of the unaudited interim financial
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- RRBEZ 7 EE5EEARKRE Unaudited Consolidated Balance Sheet

(LB F TSR - Bitbrsl (Expressed in thousands of Hong Kong dollars unless otherwise stated)

Bt 5 20106 H30H 20094 12A31H
Notes 30th June, 2010 31st December, 2009
BE ASSETS
RERTFHRBEITRZE - AR Cash and balances with banks, central
HRIT R E A & B RUE banks and other financial institutions 9 6,103,077 4,419,238
E HHTEK MITEZE - PR Placements with banks, central banks
TR EM S pRERIE and other financial institutions 10 6,085,723 7,319,182
= %KTF Trade bills 299,725 210,750
EEH@%&EF Trading assets 11 2,289,484 2,750,691
BEUAFEBEFZABRZ Financial assets designated at fair value
@mﬁé? through profit or loss 12 8,623,579 9,981,012
ERFERKEAMERE Advances to customers and other accounts 13(a) 92,450,630 82,430,921
AtEEemEE Available-for-sale financial assets 14 25,973,386 35,583,265
B AEIRE Investments in associated companies 205,767 203,095
EREEEE Tangible fixed assets 15
—REYE — Investment properties 302,982 272,835
—H M - B REE — Other properties, plants and equipment 2,786,348 2,640,815
RS Goodwill 16 1,306,430 1,306,430
A] Uy [B] ZN HA F TR Current tax recoverable 2,918 2,267
FEIEFRBEE Deferred tax assets 4,742 3,617
BEE Total assets 146,434,791 147,124,118
BRREZREE EQUITY AND LIABILITIES
RITAIZE - PRIFTTREAD Deposits and balances of banks, central
S REETT R banks and other financial institutions 17 477,903 831,700
BRPIFR Deposits from customers 18 124,178,368 126,182,778
BBITFRE Certificates of deposit issued 19 331,860 401,794
EEMAZERE Trading liabilities 20 884,237 570,620
& AN BRFR 1E Current tax payable 233,161 119,952
BEHIEAE Deferred tax liabilities 352,331 294,506
H b BR 18 & 2 Other accounts and provisions 21 1,904,677 1,644,996
BEAR Subordinated liabilities 22 4,706,888 4,536,727
N =NE Total liabilities 133,069,425 134,583,073
& A Share capital 24(a) 295,044 295,044
7 Reserves 24(b) 13,050,229 12,226,167
BRES Shareholders’ funds 13,345,273 12,521,211
DR S Minority interests 20,093 19,834
R AR H Total equity 13,365,366 12,541,045
mEREDREE Total equity and liabilities 146,434,791 147,124,118

FI6REF61H M B ARE R X+ HI 5 &

E2— M -

report.

The notes on pages 16 to 61 form part of the unaudited interim financial
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(LB F L3R + Fatbrsh) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

- RBEY 2 GEREEZEER Unaudited Consolidated Statement of Changes in Equity

B

BAEER
Xt
EERE
—fREE
BITTHERHE
RABMERE
RAEOEE
BHRE

AREF AR
RR 2B
SBRRES

RREZER

Share capital

Share premium

Capital reserve

Statutory reserve

General reserve

Bank premises revaluation reserve
Investment revaluation reserve
Capital redemption reserve
Unappropriated profits

Attributable to equity
shareholders of the Bank
Minority interests

Total equity

BZ2010F6A300 LL6fE A
Six months ended 30th June, 2010
Gtalz
BARER BRtEZ

Share EERE il

premium Dividends JEfs 2EYE

under  approved in YN ke

Employee  respect of b &) g1/ Total

Incentive  the previous Shareof  (#E) &  comprehensive
1A1H Plan year  changesin Transfer income 6A30A
&8 (sad)  (FEE7(0) associated to/ (from) for the B
At 1st January (Note 4(f)) (Note 7(b)) companies reserve period At 30th June
295,044 - - - - - 295,044
486,788 7,506 - - - — 494,294
237,662 - - - - - 237,662
131,494 - - - - - 131,494
2,090,877 - - - - 755 2,091,632
812,942 - - - (4,640) 142,913 951,215
185,483 - - 253 - 58,725 244,461
769 - - - - - 769
8,280,152 - (147,522) - 4,640 761,432 8,898,702
12,521,211 7,506 (147,522) 253 - 963,825 13,345,273
19,834 - - - - 259 20,093
12,541,085 7506 (147,522) 253 — 964084 13,365,366

WING HANG BANK ¢ Interim Report 2010 13



(LB F L3R - Fatbrsh) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

- RBEY 2 GEREEZEER Unaudited Consolidated Statement of Changes in Equity

HZ2009F6A30E 1F61E A
Six months ended 30th June, 2009
italz [RE:8:74
RAEEER EFERE
Share Dividends il
premium approved 2Ek&
under in respect oE
Employee of the Total
1A1A Incentive Plan previous year comprehensive 6A308
&4 (i zE4(f) (H&7(b)) income for i
At 1st January (Note 4(f)) (Note 7(b)) the period At 30th June
BA& Share capital 295,044 — - - 295,044
BAEER Share premium 472,728 6,935 — — 479,663
ERGE Capital reserve 227,346 — — — 227,346
EERE Statutory reserve 117,880 - — — 117,880
—HhB General reserve 2,090,607 - - 10 2,090,617
BOTEREE Bank premises revaluation reserve 295,687 - — — 295,687
REEERE Investment revaluation reserve (101,086) — — 122,926 21,840
RABEGE Capital redemption reserve 769 - — — 769
BRER Unappropriated profits 7,187,930 — (29,504) 512,583 7,671,009
AR FART Attributable to equity
BRzER shareholders of the Bank 10,586,905 6,935 (29,504) 635,519 11,199,855
YR EER Minority interests 18,441 - — 1,79 20,237
REERER Total equity 10,605,346 6,935 (29,504) 637315 11,220,092
ElZ2009F12R318 1t6(E 7
Six months ended 31st December, 2009
EE%E BEERZ
HEV4 =ERE fEfh Hinz
RARER Dividends NG| 2Ek&E
Share  declared in b2 | g1/ pat e
premium  respect of the Shareof  (#R) #fE Total 127318
6A308 under  currentyear  changes in Transfer comprehensive i
B Employee  (Fi5E7(a) associated to/ (from) ~ income for At
At 30th June  Incentive Plan (Note 7(a)) companies reserve the period  31st December
&A Share capital 295,044 — — — — — 295,044
RAREER Share premium 479,663 7,125 - — — — 486,788
BREE Capital reserve 227,346 — — — 10,316 — 237,662
EERE Statutory reserve 117,880 - - - 13,614 — 131,494
—fREE General reserve 2,090,617 - - - - 260 2,090,877
BT ERERE Bank premises revaluation reserve 295,687 — — — — 517,255 812,942
REBHREE Investment revaluation reserve 21,840 - - (1,991) - 165,634 185,483
RAEEEE Capital redemption reserve 769 - — — — — 769
BRER Unappropriated profits 7,671,009 — (59,009) — (23,930) 692,082 8,280,152
AR T ARG Attributable to equity
RE < #ER shareholders of the Bank 11,199,855 7,125 (59,009) (1,991) — 1375231 12,521,211
LERRER Minority interests 20,237 - (1,050) - - 647 19,834
BEEL2E Total equity 11,220,092 7,125 (60,059) (1,991) — 1375878 12,541,045

F16HEFE6T A ZMEBKARERZ P WM 15

&2 -

report.

The notes on pages 16 to 61 form part of the unaudited interim financial

14 KkFRIT e ZE-ZFERBPFSE



- RARBEWZ 2 EZEREFEZE Unaudited Consolidated Cash Flow Statement

(LB F L3R + Fatbrsh) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

HZ2010%F
68308 It
618 A

Mi5f  Six months ended

Notes

30th June, 2010

HZE2009%F
6A30H 1
618 A

Six months ended
30th June, 2009

REREgmnh 2R #E

BEEH
BARBEIHARAH
HESHMEE
HERBRFAETHA
RAHHECREE
i 2 N R EEE R
BAMERERE
HEMEERE

EREFEHmRA (L)
ZBREFE

BMEEH
SATBR B
XNRERENE

AmEEsmnt s B FR

RehEFRRELER
g, Omd)

HehZERIREIER
M B1E &%
[EREE P&

RERERESHEE
M6 A30H &

RehEFRRLER 20

REREFRERITRZE ~ AR
SR1T R HoAth & B RS TR IR

RAEIR A3 A RN R H 2
EHERRITRAE - hR
RITREM S BEEIA

JR 7S HABR A3 318 A A 2 HA
ZHBFES

REKZXKEDHRERE
B
B WA B
B HE
R oY

F16AEFE6T A ZMEBRARERZ D HIM R

2zt e

Net cash outflow from operating activities 27 (a)

Investing activities

Purchase of held-to-maturity and
available-for-sale financial assets

Sale and redemption of held-to-maturity
and available-for-sale financial assets

Loan repaid by an associated company

Purchase of properties and equipment

Sale of properties and equipment

Net cash inflow/(outflow) from investing
activities

Financing activities
Dividends paid
Interest paid on subordinated liabilities

Net cash outflow from financing activities

Increase/(decrease) in cash and cash
equivalents

Cash and cash equivalents at 1st January

Effect of foreign exchange rate changes

Cash and cash equivalents
at 30th June 27 (b)

Analysis of the balances of cash and cash

equivalents

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

Placements with banks, central banks and
other financial institutions with an original
maturity within three months

Treasury bills with an original maturity
within three months

Cash flows from operating activities included:
Interest received

Interest paid
Dividend received

report.

(3,778,351) (1,699,938)
(1,259,797) (13,663,710)
7,883,776 1,461,338
4,286 4,286
(69,894) (166,184)
114 3,258
6,558,485 (12,361,012)
(147,522) (29,505)
(175,868) (175,409)
(323,390) (204,914)
2,456,744 (14,265,864)
11,047,543 28,708,108
18,831 39
13,523,118 14,442,283
5,951,835 3,550,011
5,973,345 8,486,167
1,597,938 2,406,105
13,523,118 14,442,283
2,099,963 1,998,845
716,060 907,255
4,599 6,484

The notes on pages 16 to 61 form part of the unaudited interim financial
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- RBEWZ Z PHIB BN Notes to Unaudited Interim Financial Report

(LB F TSR - Bitbrsl (Expressed in thousands of Hong Kong dollars unless otherwise stated)

IRBER
KFHRATER AR ([XRB1T)) REME QA
(FBIAEE]D) 2P HHBRE HIZRES
BMARSHBRARZS LRI (TLETR
ANEAZEESRMER  BEFEEE
SR RS EMZ BB ST EREIAR [FH
IR E] 2124 o REBBIWER201048
A12BEEERED -

AP HIM SRS 2 B E2009F M B HE
FrRA 8t BERAAR - BHIKR2010FE
MBEBERARROESABREERRI - B
et BREEHNME2R

AP BREZRE - DBREBGHE
AIE345  BERERBHZABREANE
E-BE BARIXHZEER  UAFLS
EWGE - (FHHE - Bt REREE-F
REREZFEHATEEEER -

AP HREBEERGEEMBERER LB
ML - ZMEC BEE THALEH2009
FEVBRRESUMBBARRAZEE 2
EEFHERRGNRE - GREE T MK
BREMELTEEREEBME RS EL
HEMDUBBEBRERABER 2 ZMER -

PEIM B mEREEZ MEAARRTZE
REEEEN  ME BARRT 2B ZEERD
EEHEHMEBMBEEEESAEE
2 BEEN TEERIZE24105% [ B 7 Z 2060
BB ENREMELER - 25EE
ARMEBABESe 2 BAUENRERRE
AERE

NP EE IS RS P R E £2009F12A31H
LM BFEZHBER  UIEABEBE®
AR TTRERARITRZIBREE 25
EHBHE WA SEVHERE - &
Z2009F12A31R L FE 2 A EFBIRE A
MARITZ MR ERER - NRITB L
HEMER2010F3A29B B R ZIREFREZS
MR RIELEREBER -

Basis of preparation

The interim financial report of Wing Hang Bank, Limited (“the Bank”)
and its subsidiaries (collectively “the Group”) has been prepared in
accordance with the applicable disclosure provisions of the Rules
Governing the Listing of Securities (“Listing Rules”) on The Stock
Exchange of Hong Kong Limited, including compliance with the Hong
Kong Accounting Standard (“HKAS") 34, Interim financial reporting,
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA"). It was authorised for issue on 12th August, 2010.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2009 annual financial
statements, except for the accounting policy changes that are
expected to be reflected in the 2010 annual financial statements.
Details of these changes in accounting policies are set out in note 2.

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

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The notes
include an explanation of events and transactions that are significant
to an understanding of the changes in financial position and
performance of the Group since the 2009 annual financial
statements. The condensed consolidated interim financial statements
and notes thereon do not include all of the information required for
a full set of financial statements prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs").

The interim financial report is unaudited, but has been reviewed by
the Audit Committee of the Bank. It has also been reviewed by the
Bank’s independent auditor, KPMG, in accordance with Hong Kong
Standard on Review Engagements 2410, Review of interim financial
information performed by the independent auditor of the entity,
issued by the HKICPA. KPMG's independent review report to the
Board of Directors is included on page 71.

The financial information relating to the financial year ended 31st
December, 2009 that is included in the interim financial report as
being previously reported information does not constitute the Bank'’s
statutory financial statements for that financial year but is derived
from those financial statements. Statutory financial statements for
the year ended 31st December, 2009 are available from the Bank’s
registered office. The Bank’s independent auditor has expressed an
unqualified opinion on those financial statements in its report dated
29th March, 2010.
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Changes in accounting policies

The HKICPA has issued two revised HKFRSs, a number of amendments
to HKFRSs and one new Interpretation that are first effective for the
current accounting period of the Group and the Bank. Of these, the
following developments are relevant to the Group's financial
statements:

—  HKFRS 3 (revised 2008), Business combinations

—  Amendments to HKAS 27, Consolidated and separate financial
Statements

—  Amendments to HKFRS 5, Non-current assets held for sale
and discontinued operations — plan to sell the controlling
interest in a subsidiary

—  Amendments to HKAS 39, Financial instruments: Recognition
and measurement — eligible hedged items

—  Improvements to HKFRSs (2009)

—  HK(IFRIC) 17, Distributions of non-cash assets to owners

The Group has not applied any new standard or interpretation that
is not yet effective for the current accounting period.

The amendments to HKAS 39 have had no material impact on the
Group’s financial statements as the amendments were consistent
with policies already adopted by the Group.

The impact of the revisions to HKFRS 3, HKAS 27, HKFRS 5 and
HK(IFRIC) 17 have not yet had a material impact on the Group’s
financial statements as these changes will first be effective as and
when the Group enters into a relevant transaction and there is no
requirement to restate the amounts recorded in respect of previous
such transactions. The amendments introduced by the Improvements
to HKFRSs (2009) omnibus standard in respect of HKAS 17, Leases,
has no material impact on the amounts recognised in respect of the
Group’s leasehold land interests located in Hong Kong as the lease
premiums in respect of all such leases are fully paid and are being
amortised over the remaining length of the lease term. Further details
of these developments are as follows:

—  For any business combination acquired on or after 1st January,
2010, it will be recognised in accordance with the new
requirements and detailed guidance contained in HKFRS 3
(revised 2008) and there is no requirement to apply this
standard retrospectively on business combination acquired
before the effective date of the standard. Accordingly, no
adjustments have been made to the carrying values of assets
and liabilities that arose from business combinations whose
acquisition dates preceded the application of this revised
standard.

WING HANG BANK ¢ Interim Report 2010 17



- RBEWZ Z PHIB BN Notes to Unaudited Interim Financial Report
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2. BIBREE @) 2. Changes in accounting policies (Continued)
— ERBBEHEAFE27H 2EE] 0 H —  Asaresult of the amendments to HKAS 27, as from 1st January,

2010 any losses incurred by a non-wholly owned subsidiary
will be allocated between the controlling and non-controlling
interests in proportion to their interests in that entity, even if
this results in a deficit balance within consolidated equity being
attributed to the non-controlling interests. Previously, if the
allocation of losses to the non-controlling interests would have
resulted in a deficit balance, the losses were only allocated to
the non-controlling interests if the non-controlling interests
were under a binding obligation to make good the losses. In
accordance with the transitional provisions in HKAS 27, this
new accounting policy is being applied prospectively and
therefore previous periods have not been restated.

As a result of the adoption of the amendment to HKFRS 5, if
at the balance sheet date, the Group has the intention to
dispose of a controlling interest in a subsidiary, the entire
interest in that subsidiary will be classified as held for sale
irrespective of the extent to which the Group will retain an
interest. Previously, such transactions were treated as partial
disposals.

As a result of the amendment to HKAS 17, Leases, arising
from the “Improvements to HKFRSs (2009)” omnibus standard,
the Group has re-evaluated the classification of its interests in
leasehold land as to whether, in the Group’s judgement, the
lease transfers significantly all the risks and rewards of
ownership of the land such that the Group is in a position
economically similar to that of a purchaser. The Group has
concluded that the classification of such leases as operating
leases continues to be appropriate, with the exception of those
interests which are registered and transferable ownership
interests in land located in Hong Kong and subject to the
Government’s land policy of renewal without payment of
additional land premium. These leasehold interests will no
longer be classified by the Group as operating leases as the
Group considers that it is in a position economically similar to
that of a purchaser. This change in accounting policy has no
material impact on the current or previous periods as the lease
premiums in respect of all such leases are fully paid and are
being amortised over the remaining length of the lease term.

HK(IFRIC) 17 requires distributions of non-cash assets to owners
to be measured at the fair value of the assets distributed. This
will result in a gain or loss being recognised in profit or loss to
the extent that the fair value of the assets is different from
their carrying value. In accordance with the transitional
provisions in HK(IFRIC) 17, this new accounting policy will be
applied prospectively to distributions in current or future
periods and therefore previous periods have not been restated.
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3.

Segment reporting

(a)

Segment results and assets

The Group manages its businesses by divisions, which are
organised by a mixture of both business lines and geography.
The segment disclosure is based on the way that the Group’s
chief operating decision maker regards and manages the
Group, with the amounts reported for each reportable segment
being the measures reported to the Group’s chief operating
decision maker for the purposes of assessing segment
performance and making decisions about operating matters.

Hong Kong segment
This is mainly composed of retail banking activities, corporate
banking activities and treasury activities.

Retail banking activities include acceptance of deposits,
residential mortgages, hire purchase, consumer loans, wealth
management, stock brokerage and insurance services.

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

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

Mainland China segment

This comprises the business of Wing Hang Bank (China) Limited
and the Bank’s Shenzhen branch for which the main businesses
are on corporate banking activities.

Macau segment
This comprises the business of Banco Weng Hang, S.A. for
which the main business is on retail banking activities.

For the purposes of assessing segment performance and
allocating resources between segments, the Group’s chief
operating decision maker monitors the results, assets and
liabilities attributable to each reportable segment on the
following bases:

Segment assets include tangible assets and financial assets
with the exception of goodwill, investments in associated
companies, deferred tax assets and other assets. Segment
liabilities include deposits and financial liabilities.

Revenue and expenses are allocated to the reportable segments
with reference to interest and fee and commission income
generated by those segments and the expenses incurred by
those segments or which otherwise arise from the depreciation
of assets attributable to those segments.
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- RBEWZ Z PHIB BN Notes to Unaudited Interim Financial Report

3. ZHEFBEF @ 3. Segment reporting (Continued)

(a) DBEEBEREE (B) (a) Segment results and assets (Continued)

HERENBEFMCERBEREDEE
e ZIEEMTDIRMB AR E2L XM
EE oy RREBEBREEIKEE
REBBEARZANRITOTAELTE

e

AEEFEFRBEERBAVETEE
E BEUARBEARRE -

BAMBENEAEERERAET L2
BUMBRRNZ [Khe) — B BHER
RESERRMRRE -

A ERDERFENBERRAAANSE
EssRiTHREERABRTEEEAEE

The identification of reportable segments also considered
geographical information which has been classified by the
geographical location of the principal operations of the
subsidiaries, or in the case of the Bank itself, of the
geographical location of the branch responsible for reporting
the results or booking the assets and liabilities.

Specified non-current assets of the Group include tangible fixed
assets, goodwill and investments in associated companies.

“Others” in the reconciliation to the reported amount on the
consolidated income statement and consolidated balance sheet
mainly represent the management of shareholders’ fund and
equity shares.

Information regarding the Group's reportable segments as

provided to the Group’s most senior executive management
for the purposes of resource allocation and assessment of
segment performance for the period is set out below.

BEDHENEMERTX

22010567308 168 A
Six months ended 30th June, 2010
BE
Hong Kong
TERT  LERT

%% %% HEl Al

Retail  Corporate B &% A% Mainland RF Ch
banking banking Treasury Total China Macau Total

FHEWA Net interest income 658,957 125,503 196,008 980,468 215,786 155,530 1,351,784
JEFBMA/  Non-interest income/

(2 48) (expenses) 243,976 25777 (100,871) 168,882 35,173 63,871 267,926
WEDEUWA  Reportable segment
revenue 902,933 151,280 95,137 1,149,350 250,959 219,401 1,619,710
BERE Reportable segment
BREE A& A profit before tax 475,551 121,244 118,594 715,389 147,884 122,547 985,820
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(a)

DEXBEREE (H)

3. Segment reporting (Continued)

(a) Segment results and assets (Continued)

BIZ2009%6A308 1H6{E 7
Six months ended 30th June, 2009
N
Hong Kong
TERT  BERT
5% 5% R 3
Retail  Corporate  BA£¥H A% Mainland P Ch
banking banking Treasury Total China Macau Total
FREMA Net interest income 629,385 80,554 173,967 883,906 162,296 166,836 1,213,038
JEFEUWA, Non-interest income/
() (expenses) 224,898 76,128 (47,395) 253,631 14,175 67,093 334,899
RENARA  Reportable segment
revenue 854,283 156,682 126,572 1,137,537 176,471 233,929 1,547,937
BRENE Reportable segment
BREADEF  profit before tax 259,710 72,950 99,720 432,380 96,153 129,960 658,493
2010F6A30R
30th June, 2010
N
Hong Kong
TERT PEHT
% % R A,
Retail  Corporate  BT&EH A% Mainland P Ch
banking banking Treasury Total China Macau Total
RENBLE  Reportable segment
assets 42,559,754 20,591,414 34,986,660 98,137,828 21,176,959 19,013,499 138,328,286
2009%12A31H
31st December, 2009
e
Hong Kong
TERT  BERT
5% 5% R 3
Retail  Corporate  MA£¥H A% Mainland RF Ch
banking banking Treasury Total China Macau Total
WESBEE  Reportable segment
assets 39,160,205 20,292,623 47,614,527 107,067,355 17,391,341 19,439,087 143,897,783
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3. JEHE @) 3. Segment reporting (Continued)
(b) BESERA  REANGFIREEZYH (b) Reconciliations of reportable segment revenue, profit
i before taxation and assets
HZ2010%F EH ZE 20094
6H30A8 1t 6 H30H IE
618 A 616 A
Six months ended Six months ended
30th June, 2010 30th June, 2009
N Revenue
HE D EKA Reportable segment revenue 1,619,710 1,547,937
HAth g A Other revenue 139,723 62,159
o ER A H Elimination of inter-segment revenue (169,491) (116,374)
FaBaERA Consolidated operating income 1,589,942 1,493,722
BZ2010F HZE2009F
6H30A8 1t 6H30H I
618 B 61E A
Six months ended Six months ended
30th June, 2010 30th June, 2009
BBt Al % F Profit before taxation
WEDIE Reportable segment profit
R 758 Bl g A before taxation 985,820 658,493
JE (LBt 2 X A Share of net gains/(losses) of
Flias (B18) associated companies 6,705 (4,311)
H g A RoF K= Other revenue and net income 43,198 702
5 53 18 5= F1) 3K 88 Elimination of inter-segment profit (108,350) (55,922)
4R BRI AR A Consolidated profit before taxation 927,373 598,962
20106 A30H 2009412 A31H
30th June, 2010 31st December, 2009
BE Assets
WEDIHEE Reportable segment assets 138,328,286 143,897,783
EBF IR TT Balance and placements with
A% PRIFTR banks, central banks and
Hih 4 mitgEaE other financial institutions 7,002,319 6,658,722
B AEIRE Investments in associated companies 205,767 203,095
BRETEE Tangible fixed assets 2,484,007 2,232,307
RS Goodwill 1,306,430 1,306,430
AJ U [B] A HA 5 1R Current tax recoverable 2,918 2,267
FEIEFIBEEE Deferred tax assets 4,742 3,617
Hith & E Other assets 6,422,984 3,400,824
BB EKH Elimination of inter-segment assets (9,322,662) (10,580,927)
amEE Consolidated total assets 146,434,791 147,124,118
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4.

—E i n]

(a) FEWA

4. Operating profit

(@) Interest income

B ZE20105
6H30H It

618 A

Six months ended
30th June, 2010

HZE20094F
6A30H I

61E A

Six months ended
30th June, 2009

MBRARE :

—EURFEE
AR Z
TREE

—BEERBEE

—EBENARTF
EBEBARZE
ZERMEE

Hep
—tmEREZ
B KA
—JFLMEREZ
B KA
- HETREE
Z I BUA

(b) FEXH

Interest income arising from:
- financial assets not
measured at fair value

through profit or loss 1,746,616 1,790,249
— trading assets 140,008 83,255
— financial assets designated
at fair value through profit
or loss 164,535 83,540
2,051,159 1,957,044
of which:
— interest income from
listed investments 231,191 144,994
— interest income from
unlisted investments 347,922 267,389
— interest income from
impaired financial assets 6,204 6,889
(b) Interest expense
HZE2010% #HZE 20094
6H30H It 6A30H I
618 A 61E A

Six months ended
30th June, 2010

Six months ended
30th June, 2009

MEXHIRE ¢

—EURFEE
AR Z
TEREE

—BEEARBAE

—EBENRTF
EBEBARZE
ZEBEE

Interest expense arising from:
— financial liabilities not
measured at fair value

through profit or loss 477,864 623,064
— trading liabilities 159,761 72,956
— financial liabilities designated

at fair value through

profit or loss 93,127 99,076

730,752 795,096
of which:

— interest expense for

subordinated liabilities

(note 27(a)) 175,868 175,409
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4. Operating profit (continued)

(c) Other operating income

HZE20105
6H30AH 1b

61E A

Six months ended
30th June, 2010

- RBEWZ Z PHIB BN Notes to Unaudited Interim Financial Report

HZE2009%F
6H30H I

61E A

Six months ended
30th June, 2009

B 75 & K &
EXReRREE
BRERGRGE
BRESRHE
REEBME

FREBERGE
ErERBE
MEEERBE
HMREE R
Ba A
B RIS E R
ME

HNIE B B ek
GEZIE))

Hih B EFEFH RS
(MfzE4(e))

A ESEEIE LT
EMEEZRBEWA

AHEE T
EMEEZRBKA

EEAERLD
"EZ B WA

HEMERS WA
BERBEESH
7 #460,0007T
(200946 A30H :
#416,0007T)

Hb

Hep:

ERFIEEBE RSB
FEIRTFUNRF
EBEFAEBRZZ
SRMIARMES
ZFREE R
FHEe - A
HEERFER
FIBBR N
- REERASKA
—-REERASTH

Fees and commission
Credit commission and fees
Credit card related fees
Trade related fees
Insurance commission
Stockbroking fees
Trust fees
Wealth management fees
Other fees and commission

income
Less: Fees and commission
expenses

Gains arising from dealing in
foreign currencies (note 4(e))

Gains on other dealing activities
(note 4(e))

Dividend income from unlisted
available-for-sale financial assets

Dividend income from listed
available-for-sale financial assets

Dividend income from listed trading
investments

Rental income from investment
properties less direct outgoings

of HK$460,000 (30th June, 2009:

HK$416,000)

Others

of which:

Net fees and commission, other
than amounts included in
determining the effective interest
rate, arising from financial
instruments that are not held
for trading nor designated at fair
value through profit and loss

— fees and commission income
— fees and commission expenses

84,328 63,617
55,462 47,499
27,983 27,138
34,625 32,438
78,788 79,488
38 38
6,531 5,398
68,751 66,347
(31,391) (25,445)
325,115 296,518
91,688 81,498
806 1,360
4,118 5,563
151 681
374 248
6,109 5,392
7,626 5,315
435,987 396,575
122,792 102,668
(8) (12)
122,784 102,656
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4.

EERN @)

4. Operating profit (continued)

(d) EERARREEUAATLEEFABHZZ (d) Net losses from trading and financial instruments
CRMIAZFESE designated at fair value through profit or loss
BZ20106F HZE2009F
6H30H It 6H30H I
618 A 616 A
Six months ended Six months ended
30th June, 2010 30th June, 2009
EERgemIAZ Net realised and unrealised losses on
EERRAER trading financial instruments
FER (P EEa(e)) (note 4(e)) (156,309) (120,766)
EENATFEBEFA Net realised and unrealised (losses)/gains
Baze@mIAY on financial instruments designated
EEHRERARERF at fair value through profit or loss:
(E518) Mz
—&EBEZ — unrealised losses on subordinated
REREE liabilities (152,131) (113,018)
— EBEE — realised and unrealised gains on
ZEEREK collateralised debt obligations
RER W ("CDO") 2,471 24,676
—fIRKEZ — unrealised gains on debt
RITATEETT securities issued by bank
BEHHSH 2 in Iceland 6,085 —
RERW
—HEhemTHE - realised and unrealised
ZEERK gains on other financial
REIR W instruments 133,432 144,307
(10,143) 55,965
(166,452) (64,801)
(e) REHEBEE (e) Net trading losses
BZ20104F HZE20094F
6A30H Lt 6H30H I
618 A 616 A
Six months ended Six months ended
30th June, 2010 30th June, 2009
HME B B W Gains arising from dealing in foreign
(MI5E4(c) currencies (note 4(c)) 91,688 81,498
Hitp B E B g Gains on other dealing activities
(MF5E4(c) (note 4(c)) 806 1,360
EEfAgemI A Net realised and unrealised
EERERER losses on trading financial
FEB1E (fiEad) instruments (note 4(d)) (156,309) (120,766)
(63,815) (37,908)
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4. EEHBN @ 4. Operating profit (continued)
(f) #HEXZWH (f)  Operating expenses
BZ20106F HZE2009F
6H30AH 1b 6H30H I
618 A 61E A
Six months ended Six months ended
30th June, 2010 30th June, 2009
fE B AR Staff costs
FeREMEEKAN Salaries and other staff costs 458,344 391,856
RARAE F B A Retirement benefit costs 31,026 19,957
& 8 2 EhET 2l Employee Incentive Plan (“EIP")
—®#EZAFEE — fair value of awards (note 27(a)) 7,506 6,935
(Mt5E27(a)
B B 2R T8 —1EAL EIP — bonus 1,165 220
498,041 418,968
TRFENE 21T Premises and equipment expenses,
FEZ T excluding depreciation 92,793 88,403
e (MsFE15%27(a) Depreciation (notes 15 & 27(a)) 72,886 61,993
HAth Others 112,073 228,116
775,793 797,480
5. (a) EfYERHESKETREEZTKRE 5. (a) Netgains/(losses) on revaluation of properties and
(&1]) disposal of tangible fixed assets
HZ2010%F EHZE2009%F
6H30A8 1t 6H30H I
618 A 616 A
Six months ended Six months ended
30th June, 2010 30th June, 2009
EHBITTUHZRER Unrealised revaluation losses of
518 (fI3E15) bank premises (note 15) (24,568) —
EEREMECARER Unrealised revaluation gains of
Iz (BFEE15) investment properties (note 15) 30,147 —
HEFTETERE Net gains/(losses) on disposal of
2 FWzs (B5i8) tangible fixed assets 20 (1,278)
5,599 (1,278)
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5.

(b) HEBFZIWARTHHEESMEE> 5.
Wz (E1E)

(b)

Gains/(losses) on disposal of held-to-maturity and
available-for-sale financial assets

HZE20105 HZE2009%F
68300 Lt 6A30H 1b
61E A 61E A

Six months ended
30th June, 2009

Six months ended
30th June, 2010

HERAEIHA

Losses on disposal of held-to-maturity

"EZEHE investments — (5,813)
HEREGRESR Net unrealised gains/(losses) transferred
REIARAER from investment revaluation reserve 52,884 (6,237)
/?*Ll& / ,E_STE
i AT 35 6 S Net losses on disposal of available-for-sale
BEZFEE financial assets (6,953) (6,709)
45,931 (18,759)
BiE 6. Taxation
FEWRKRAZHIES Taxation in the consolidated income statement represents:
HZE2010% #HE 20094
6H30H 1t 6H30H Ik
618 A 61E A

Six months ended
30th June, 2009

Six months ended
30th June, 2010

RNEARIE Current tax — Provision for

—BBNETEE Hong Kong profits tax 116,351 41,435
AHBIA ) Current tax — Provision for

—BINE IR 2 overseas tax 34,176 30,372
BRI IR Deferred taxation 15,155 12,776

165,682 84,583

BENEBER IR A KEEE201046H30 The provision for Hong Kong profits tax is calculated at 16.5% (30th
A 1E61E A 1 & FE R B m A Bz HE16.5% June, 2009: 16.5%) of the Group’s estimated assessable profits for
(20096 A30H : 16.5%) 7T & - /BINHIA%E the six months ended 30th June, 2010. The provision for overseas
HERASE BREMKEEMEBRRIBITH taxation is provided at the appropriate current rates of taxation ruling
K HE o in the countries in which the relevant units of the Group operate.
RE 7. Dividends
(a) HRAZEKRE (a) Dividends attributable to the period

DAT?%%%AEA?%%I HRE k32 H
U ARREEAERREE

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

HZE=2010%F HZE20094F
6H30R It 6H308 I
618 A 618 A

Six months ended
30th June, 2009

Six months ended
30th June, 2010

1295,044,380/%
(200946 5308
295,044,3800%) ~ & i@
BEtE - EERPERKRE
A% B #0.307T (20094
6H30H : #B#0.207T)

Interim dividend declared of
HK$0.30 (30th June,
2009: HK$0.20) per ordinary
share on 295,044,380 shares
(30th June, 2009:
295,044,380 shares)

88,513 59,009
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7. BRE @) 7. Dividends (continued)
(b) REAHERRKEZEZFEERE (b) Dividends attributable to the previous year, approved
and paid during the period
BZE2010%F #HZE20094F
6H30H Lt 6H30H I
618 A 61E A
Six months ended Six months ended
30th June, 2010 30th June, 2009
1%£295,044,380% (20094  Final dividend in respect of the
6H30H : 295,044,380 prior year, approved and paid
f%) 2 E@mAETE - R during the period, of HK$0.50
W ERIRE 2 EERE (30th June, 2009: HK$0.10)
S E®0.507T (20094F  per ordinary share on 295,044,380
6HA30H : #E#0.107T) shares (30th June, 2009:
295,044,380 shares) 147,522 29,504
8. BRER 8. Earnings per share
FREARBHTHIBEEZ2010F6A30H 16 The calculation of basic earnings per share is based on profit
18 A 28R 1T IR R EAE 2 0m A7 #5 761,432,000 attributable to the Bank’s equity shareholders for the six months
70 (20096 308 : ##512,583,0007T) & ended 30th June, 2010 of HK$761,432,000 (30th June, 2009:
Rz HEE BT TR 2 IN#EFHEH HK$512,583,000) and on the weighted average number of ordinary
295,044,380% (200996 A430H : 295,044,380 shares of 295,044,380 shares (30th June, 2009: 295,044,380 shares)
B EHE o in issue during the period.
2010468308 2009465300
30th June, 2010 30th June, 2009
BRBE1ITZ BRABITZ
g7 1 B &% 7 %1 B
Number of Number of
shares of shares of
HK$1.00 each HK$1.00 each
R1ATH 2B #1T Issued ordinary shares
LR A R at 1st January 295,044,380 295,044,380
EITERREZE Effect of share options exercised — —
REsTE B Weighted average number of
ERENz EBK ordinary shares used in calculating
hnieE 58 basic earnings per share 295,044,380 295,044,380
GIREE AR TIBIEE E£201066 5307 116 The calculation of diluted earnings per share is based on profit
1B A 28R 1T IR R EAE 2 m A1) 85 761,432,000 attributable to the Bank’s equity shareholders for the six months
7t (200946 301 : #%512,583,0007T) & ended 30th June, 2010 of HK$761,432,000 (30th June, 2009:
RZBARDRITEBRRRMD 2 MEFHEH HK$512,583,000) and on the weighted average number of ordinary
297,754,393% (200946 A30H : 297,335,753 shares of 297,754,393 shares (30th June, 2009: 297,335,753 shares)
[ HE - WA EEEE RN 2 EBRR in issue during the period after adjustment for the effects of all dilutive
172,710,013% (2009F6 A30H : 2,291,373 potential ordinary shares of 2,710,013 shares (30th June, 2009:
B&) FAFHEE o 2,291,373 shares).
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10.

BREF @)

8. Earnings per share (continued)

REsTEE K

20106 A30H 20096 A30H
30th June, 2010 30th June, 2009
FRAEE1ITZ FRAEBITZ
[ var = QE| gvE - g=|
Number of Number of
shares of shares of

HK$1.00 each

HK$1.00 each

Weighted average number of ordinary

BEARBR 2z Eimk shares used in calculating basic

hnE 9 8 earnings per share 295,044,380 295,044,380
WRBITE 2 R T & Deemed exercise of Share Option Scheme 412,935 144,158
WAR BITE 2 E B REETE Deemed exercise of EIP 2,297,078 2,147,215
RETEBR Weighted average number of ordinary

BE RN 2 LRk shares used in calculating diluted

IREFEHH earnings per share 297,754,393 297,335,753
BEREFHIRITEE » PRIE{TR 9. Cash and balances with banks, central banks
Hit S mBsEog and other financial institutions

201068308 20094 12A31H

30th June, 2010 31st December, 2009

e &% Cash balances 614,538 600,398
FRR RIBITIRIB Balances with central banks 3,347,308 1,942,910
FHERITRZERIA Balances with banks 2,141,231 1,861,971
A b€ B g 708 Balances with other financial institutions — 13,959
6,103,077 4,419,238

EHEBERTER - PRB|ITRHE
b & BB RIR

10. Placements with banks, central banks and
other financial institutions

2010%6A30H 2009%12A31H
30th June, 2010 31st December, 2009

TE BRTF BRER 1T R 3 5K 38 Placements with banks 6,085,723 7,319,182
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1. EERREE 11. Trading assets
2010F6HA308 20094 12A31H
30th June, 2010 31st December, 2009
BB &5 Debt securities:
K& L™ Listed in Hong Kong 122,953 118,913
BN ET Listed outside Hong Kong 82,954 82,444
205,907 201,357
JELTH Unlisted 1,177,788 1,854,562
1,383,695 2,055,919
AEETERE Equity securities listed in Hong Kong 1,998 6,541
BB AREFAT Total trading securities 1,385,693 2,062,460
BEEARITE Positive fair values of derivative financial
EMITAZERAFEE instruments held for trading 903,791 688,231
2,289,484 2,750,691
EERREBELFRE Trading debt securities include:
B ES Treasury bills 719,609 1,470,375
HthEERREBES Other trading debt securities 664,086 585,544
1,383,695 2,055,919
EEAZESFRXSHFOT : Trading securities analysed by counterparty are as follows:
2010F6HA308 20094 12A31H
30th June, 2010 31st December, 2009
BATHEE - Issued by:
BHER Sovereigns 719,609 1,470,375
NETE Public sector entities 206 208
RATIRIE Banks 459,021 388,883
3 Corporates 206,857 202,994
1,385,693 2,062,460
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12. BEULAFEEFAEZZSHME

12. Financial assets designated at fair value

B through profit or loss
2010%6H30H 200912 A31H
30th June, 2010 31st December, 2009
BEBES Debt securities:
& E™ Listed in Hong Kong 475,890 423,541
g BT Listed outside Hong Kong 4,669,156 5,512,294
5,145,046 5,935,835
FELET Unlisted 3,478,533 4,045,177
8,623,579 9,981,012
EENUAFEEEFA Debt securities designated at fair value
Bam s BBEREE through profit or loss include:
B ES Treasury bills 1,607,720 1,549,498
HEMiEENATFEE Other debt securities designated at fair
AERmEBES value through profit or loss 7,015,859 8,431,514
8,623,579 9,981,012

EENAFEEFSAEZEZEREBEERS S

Financial assets designated at fair value through profit or loss analysed

FT by counterparty are as follows:
20106 A30H 2009412 A31H
30th June, 2010 31st December, 2009

BEITHARE - Issued by:
BAEE Sovereigns 1,607,720 1,549,498
N T Public sector entities 1,952,464 1,932,947
RITE 2 Banks 3,245,907 4,433,808
(= Corporates 1,817,488 2,064,759
8,623,579 9,981,012
13. EFERRHEMARIE 13. Advances to customers and other accounts

(a) BEFERRHEMIKIE

(a) Advances to customers and other accounts

20106 H30H

2009412 H31H

30th June, 2010 31st December, 2009

XEEHEE Gross advances to customers 90,165,544 80,496,593
WEERZ Individual impairment allowances for

18 51 6% (B 2215 impaired loans and advances

(B #E13(d)) (note 13(d)) (70,730) (86,206)
Bz Collective impairment allowances for

B2 loans and advances

(MFEE13(d)) (note 13(d)) (148,183) (161,385)
XEERFE Net advances to customers 89,946,631 80,249,002
RITAZEZER Advances to banks 486,572 306,328
EHEFPAR Customer liability under acceptances 321,176 311,576
FEEHAIE Accrued interest 341,157 389,961
H AR 18 Other accounts 1,355,094 1,174,054

92,450,630 82,430,921
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13. EFERKEMERE @) 13. Advances to customers and other accounts
(Continued)
(b) BEFERITXESE (b) Advances to customers analysed by industry sectors
%}5 ERZTERRRRZEERZA The information concerning advances to customers by industry
B BRERBKRERBEER - sectors is prepared by classifying the advances according to
the usage of the advances and is stated gross of any impairment
allowances.

201046 A30H 2009 12A31H
30th June, 2010 31st December, 2009

XFEREE REREFPER XFEREE REEFER
Gross Impaired Gross Impaired
advances to advances to advances to advances to
customers customers customers customers

ERERACER Advances for use in Hong Kong
T% HERe Industrial, commercial and financial

-NEER — Property development 1,385,993 — 1,082,284 —
—ERE ~ Property investment 14,631,849 42,550 13,879,095 102,793
- BHEE - Financial concerns 1,326,662 — 1,713,393 —
-RELR - Stockbrokers 559,772 - 420,140 —
- HEETEX — Wholesale and retail trade 1,497,760 2,547 1,197,339 2,482
—BlEE - Manufacturing 1,287,966 16,746 1,210,071 16,391
—EHEEERE — Transport and transport
equipment 5,923,965 6,653 5,333,605 10,219
-k - Information technology 6,239 - 3,952 —
-REEBEIER - Share financing 443,190 - 237,769 —
~REEE - Recreational activities 45,195 - 31,069 —
—HEff - Others 3,899,693 26,671 3,341,979 11,983
EA Individuals
-REIEERE ~ Advances for the purchase
E] - [TAMHE of flats in the Home
2RERHE Ownership Scheme,
RIBEEER Private Sector Participation
HERERR Scheme and Tenants
kEgEIRT Purchase Scheme
ZE#R or their respective
successor schemes 2,879,176 1,013 2,909,342 1,215
-BEREMAEE ~ Advances for the purchase of
NEZER other residential properties 18,665,372 19,452 17,584,737 21,286
~-EEEER — Credit card advances 229,328 1,244 228,401 2,257
—Ef - Others 5,042,886 21,586 4,680,754 30,657
57,825,046 138,462 53,853,930 199,283
ESRE Trade finance 2,507,402 22,787 2,284,012 24,090
TEEBUMER Advances for use outside
ZEX Hong Kong
— BB A - Mainland China 17,656,259 94,229 13,971,542 104,611
—2F -Macau 12,161,831 80,516 10,374,913 82,094
—Hfty - Others 15,006 — 12,196 —
29,833,096 174,745 24,358,651 186,705
90,165,544 335,994 80,496,593 410,078
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13. EFEFRNKEMERE @)

13. Advances to customers and other accounts

(Continued)

(c) WEZEFEX (0
MEZEFPERERE EEMBTER
ERIRERFEDFTAOT

Impaired advances to customers

The gross impaired advances to customers, market value of
collateral held with respect to such advances and individual
impairment allowances are as follows:

20106 A30H 200912 A31H
30th June, 2010 31st December, 2009
BECZEFEREE Gross impaired advances to customers 335,994 410,078
BEREPFBERERE Gross impaired advances to
EEFPENRERE customers as a percentage of
ZEDL total advances to customers 0.37% 0.51%
WERFERZ Market value of collateral held with respect
ARG TH(E to impaired advances to customers 231,748 318,462
1 Bl B 2 4 Individual impairment allowances 70,730 86,206

MEZEFPEREXERFG  AEEEE
HRERN < ZEREEE - S5t RZEFHE
2R A] g (B B5RR 2 % 3R ME 1R 4R B MBI RY 1A 2 0B
BEE MzERRIZEEMERER -

201056 A30H KX 2009F 12 A31H » ANEE
EFRITREZREFR  TEREZERTH
¥ER  TERERBERREERE -

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

There are no impaired advances to banks nor individual
impairment allowances made on advances to banks as at 30th
June, 2010 and 31st December, 2009.

(d) EXRZBEXE®E (d) Impairment allowances for loans and advances
HZ2010%6H30H 1L61E A
Six months ended 30th June, 2010
& 5 g A&t
Individual Collective Total

1R1B & At 1st January 86,282 161,515 247,797
*ig Additions 16,152 — 16,152
o] % Releases (53,122) (13,223) (66,345)
(o] £ Z?/a\ -~ Net releases to consolidated
| BEmEFE income statement (36,970) (13,223) (50,193)
SFRERK Unwind of discount of loan

Tﬁ/ﬂ@ 5] impairment losses (1,426) — (1,426)
e [Bl 4% £ ? . Recoveries of advances written

i BR 2 &R off in prior years 36,281 — 36,281
HA B BR Amounts written off (13,437) — (13,437)
6 A30H & & At 30th June 70,730 148,292 219,022
BHETIIEE Representing impairment

ZIREERE allowances for;

%’%E—‘i}% Trade bills — 109 109

zP E'ff\ Advances to customers

(FiFEE13(a)) (note 13(a)) 70,730 148,183 218,913
70,730 148,292 219,022
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13. EFERKHMIRE @) 13. Advances to customers and other accounts
(Continued)
(d) EBRZEEEEE) (d) Impairment allowances for loans and advances (Continued)

HZE2009F 128318 1LFE
Year ended 31st December, 2009

1& 5 iy ] CE
Individual Collective Total
1A1B 4% At 1st January 237,675 190,563 428,238
g Additions 154,514 — 154,514
o] 3% Releases (72,509) (29,048) (101,557)
S EL ([E1) Net charges/(releases) to
AR IEE consolidated income statement 82,005 (29,048) 52,957
BHmEEL Unwind of discount of loan
HrinE g impairment loss (7,206) — (7,206)
WeEFED Recoveries of advances written
Wz &% off in prior years 51,322 — 51,322
E R Amounts written off (277,514) — (277,514)
12 5310 &8 At 31st December 86,282 161,515 247,797
BETIER Representing impairment
OB E L allowances for:
253 Trade bills 76 130 206
ZEEREX Advances to customers
(P EE13(a)) (note 13(a)) 86,206 161,385 247,591
86,282 161,515 247,797
(e) WEEE (e) Repossessed assets
H2010FE6 4308 @ W E BEEZRFE At 30th June, 2010, repossessed assets obtained as securities
EEERCEEAA®S,126,0007T for impaired advances to customers are HK$8,126,000 (31st
(20095124318 : ##27,247,0007T) ° December, 2009: HK$27,247,000).
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14. TJHtHESHEE

14. Available-for-sale financial assets

20106 A30H 200912 A31H
30th June, 2010 371st December, 2009

A HEEEERE
g b
BN LT

FELET

A HEHE R
B L™
BN LT

FELET

AHEEERESERE

TS (8 %
BT 2 T30

Ho b ] 1 85 & B 15 & 55

AHEESREEZZZEHFOMMT ¢

Available-for-sale debt securities:

Listed in Hong Kong 300,938 294,064
Listed outside Hong Kong 6,035,553 9,274,973
6,336,491 9,569,037

Unlisted 19,435,712 25,813,675
25,772,203 35,382,712

Available-for-sale equity securities:
Listed in Hong Kong 1,940 1,982

Listed outside Hong Kong 37,451 45,493
39,391 47,475
Unlisted 161,792 153,078
201,183 200,553
25,973,386 35,583,265

Available-for-sale debt securities include:
Treasury bills 4,955,960 7,919,394
Certificates of deposit held 1,443,338 1,586,481
Other available-for-sale debt securities 19,372,905 25,876,837
25,772,203 35,382,712

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

follows:
2010668308 20094 12A31H
30th June, 2010 31st December, 2009
BATHIE Issued by:

BLERE Sovereigns 4,955,960 7,919,394
NEHE Public sector entities 2,407,570 3,266,747
RITEZE Banks 16,568,849 21,782,762
1 Corporates 2,041,007 2,614,362
25,973,386 35,583,265

mn 7

BARERDE

WiEBWRERARZAIHEESREE ZRE

Impairment losses and allowances released from available-for-sale
financial assets in the consolidated income statement represent:

HZ2010%F #HZ=20094F
68308 Lt 68308 1k
618 A 618 A

Six months ended
30th June, 2009

Six months ended
30th June, 2010

18 7% 78 77 [0 3¢
N ERHEERS
T 3 A A O

EmalER

Released from debt securities 4,796 —
Released to consolidated income
statement upon disposal of

available-for-sale equity financial assets — 11,071

4,796 11,071
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15. B EEEE

15. Tangible fixed assets

HZ22010F6H30H 1L61E A
Six months ended 30th June, 2010
RITITHE
B
BEME RITITHE Bank
Investment Bank &M premises and =
properties premises Equipment equipment Total
KA HE Cost or valuation
1A1BE &% At 1st January 272,835 2,395,564 931,101 3,326,665 3,599,500
WNE Additions — 34,457 35,437 69,894 69,894
e Disposals — — (13,973) (13,973) (13,973)
SihAR% Surplus on revaluation
—EEMHIRT — credited to bank
TH R premises revaluation
reserve — 173,233 — 173,233 173,233
—EERARER — credited to consolidated
(B 5E b(a)) income statement
(note 5(a)) 30,147 — — — 30,147
EfER Deficit on revaluation
(P4 5E5(a)) (note 5(a)) — (24,568) — (24,568) (24,568)
HE[RITITHE Elimination of accumulated
ZEFIE depreciation on revalued
bank premises — (23,744) — (23,744) (23,744)
M 5 AR Exchange adjustment — — (46) (46) (46)
68308 &5 At 30th June 302,982 2,554,942 952,519 3,507,461 3,810,443
FREEZRA The analysis of cost or
SEEDMMT : valuation of the above
assets is as follows:
B AR At cost — 882,800 952,519 1,835,319 1,835,319
H1E At valuation
20104 2010 302,982 1,672,142 — 1,672,142 1,975,124
302,982 2,554,942 952,519 3,507,461 3,810,443
ZEIE Accumulated depreciation
1R18#&% At 1st January — 134,341 551,509 685,850 685,850
HIR R Charge for the period
(P 5E4(M) (note 4(f) — 21,126 51,760 72,886 72,886
& Written back on disposals — — (13,879) (13,879) (13,879)
HE[RITITHE  Elimination of accumulated
ZE2FIE depreciation on revalued
bank premises — (23,744) — (23,744) (23,744)
68308 &4 At 30th June — 131,723 589,390 721,113 721,113
IR FE Net book value
68308 &% At 30th June 302,982 2,423,219 363,129 2,786,348 3,089,330
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15. BEEEEE ©)

15. Tangible fixed assets (continued)

KA 1B
1R18&%
NE
HE
HRITITIE
BREEEYE

REENKBEE
RITITAE

BfhRH%
BB ERTITL
ZRFE

BEEARENR
ZRITITHE

B 5
12A31B &

LBEZKA
HEEITMT

%N

EXE
20094
19904
19894

REHE
TA1R &R
FRER
& i BR
RBTITUHBEE
BREME

HEEMBRTITLU
ZEFIE

& 5
12A31B &8

REFE
12 A31H&#

HZE2009F12A31B1LFE
Year ended 31st December, 2009
RITITHE
PET
REME RITITIE Bank
Investment Bank #fE  premises and BF
properties premises Equipment equipment Total
Cost or valuation
At 1st January 242,400 1,763,711 858,155 2,621,866 2,864,266
Additions — 107,861 111,352 219,213 219,213
Disposals — (12,642) (38,380) (51,022) (51,022)
Transfers from bank
premises to investment
properties 8,550 (8,895) — (8,895) (345)
Transfers from investment
properties to bank
premises (12,900) 12,900 — 12,900 —
Surplus on revaluation 34,785 620,056 — 620,056 654,841
Elimination of accumulated
depreciation on revalued
bank premises — (88,562) — (88,562) (88,562)
Revaluation of bank
premises transferred to
investment properties — 1,200 — 1,200 1,200
Exchange adjustment — (65) (26) (91) 91)
At 31st December 272,835 2,395,564 931,101 3,326,665 3,599,500
The analysis of cost or
valuation of the above
assets is as follows:
At cost — 979,978 931,101 1,911,079 1,911,079
At valuation
2009 272,835 1,370,401 — 1,370,401 1,643,236
1990 — 44,335 — 44,335 44,335
1989 — 850 — 850 850
272,835 2,395,564 931,101 3,326,665 3,599,500
Accumulated depreciation
At 1st January — 196,496 488,850 685,346 685,346
Charge for the year — 31,302 95,855 127,157 127,157
Written back on disposals — (4,550) (33,198) (37,748) (37,748)
Transfers from bank
premises to investment
properties — (345) — (345) (345)
Elimination of accumulated
depreciation on revalued
bank premises — (88,562) — (88,562) (88,562)
Exchange adjustment — — 2 2 2
At 31st December — 134,341 551,509 685,850 685,850
Net book value
At 31st December 272,835 2,261,223 379,592 2,640,815 2,913,650
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16. EHE 16. Goodwiill
HZE2010% EH ZE 20094
68308 Lt 1283181k
61 A FE
Six months ended Year ended
30th June, 2010 31st December, 2009
BN Cost
6H30H,12A31B &% At 30th June/31st December 1,307,600 1,307,600
2EHREEX Accumulated impairment loss
6H30H 12 A31 B &4 At 30th June/31st December 1,170 1,170
BREDFE Net book value
6308, 712831 H &4 At 30th June/31st December 1,306,430 1,306,430

17.

18.

19.

RITEZE » PR|ITRH AL S BB

BEXK

17. Deposits and balances of banks, central banks

and other financial institutions

20106 A30H
30th June, 2010

2009412 A31H
31st December, 2009

P RIBITER Deposits from central banks 12,327 181,548
SRITRIZEFER Deposits from banks 465,576 650,152
477,903 831,700
BEFEX 18. Deposits from customers
2010F6H308 20094 12A31H
30th June, 2010 31st December, 2009
EETFERRAERER Demand deposits and current accounts 18,111,113 18,151,852
EEFR Savings deposits 25,189,139 26,706,462
EHFR R BAGFER Time, call and notice deposits 80,878,116 81,324,464
124,178,368 126,182,778
CRITENE 19. Certificates of deposit issued
2010F6H308 20094 12A31H
30th June, 2010 31st December, 2009
LABESHRR RNETE 2 Certificates of deposit issued
EETTFERE at amortised cost 180,000 100,000
BENQAFEE Structured certificates of
mAEEZ deposit issued designated at
BETHEBIMERE fair value through profit or loss 151,860 301,794
331,860 401,794
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21.

22.

. EERREE 20. Trading liabilities
EERAZEBERERIFEERATTEASRIA Trading liabilities represent negative fair values of derivative financial
ZEBRFEE- instruments held for trading.
HABRIE R 21. Other accounts and provisions
20106 H30H 20094128318
30th June, 2010 31st December, 2009
E R Acceptances outstanding 321,176 311,576
FERTFI B Interest payable 352,581 337,889
o FE A FRIE Other payables 1,230,920 995,531
1,904,677 1,644,996
#EaE 22. Subordinated liabilities
20106 H30H 200941278318
30th June, 2010 31st December, 2009
HEEUNRAFEEZABRZ US$400 million 6.00% step-up
400,000,000 7T * 6.00% perpetual subordinated
FHKABERZE notes, designated at fair value
(FfE(a)) through profit or loss
(note (a)) 2,955,331 2,791,830
R ANTEZ US$225 million 9.375% perpetual
225,000,000% T subordinated notes,
9.375% K A B BRI measured at amortised cost
(Ff7E (b)) (note (b)) 1,751,557 1,744,897
4,706,888 4,536,727

K2007F 48198 « RR{THITEEE
75 #3,125,520,0007T (400,000,000%
T B ERBRBERZ FFHKAEE
2 ZBEBRUFE6.00% 2 B
H . EHZE2017F48198 - [ERHAIR
T EEZREFELZERE - AIFE
Hﬂﬁﬁ‘?ﬁzf&"ﬁ%?ﬁ BN B1.85%,%
o & €ZK$E IAEBEESNAE
MEECFE  BRBITHRF S A
HEI12E A RESZ RS E=F - Al
S SA RIS KHHHESEHJ%H%IJ% °
RERBRMMEZESFZSHHM LM -

L;l:lrf

(a)

On 19th April, 2007, the Bank issued step-up perpetual
subordinated notes qualifying as tier 2 capital with face value
of HK$3,125,520,000 (US$400,000,000). The notes bear
interest at fixed rate of 6.00% per annum until 19th April,
2017 and are floating at LIBOR plus 1.85% per annum
thereafter if the notes are not early redeemed at the option of
the Bank. Despite the Bank has the option to defer making
payment of interest on the subordinated notes, interest payable
on each interest payment date will be made by the Bank
provided that the Bank has generated sufficient positive
distributable profits during the 12 months preceding the
interest payment date. The notes are listed on the Singapore
Exchange Securities Trading Limited.
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22. #EEE =

#2010F6 4308 @ IEENAAFEER
ANBHZ B HAXKABERERDE &
AEBREBEREENEGH ESBEBE
158,649,0007T (2009F 12 A31H : Bk
310,210,0007T) ° ZFEHFKAKER
B AFEENEERREEWEERSP
I ESABRNEETUATFEERAR
W eRMIAZFEE] - 2201056
A0 I HAAEEAEER BE
BEHANFBERE ZHEARBE
36,609,0007T 25 (2009F6 A30H : &
#415,327,0007C/E18) © Mtk R 2 &
58 575 674,395,0007T Y 25 (2009412
F31H : #%637,786,0007T) °

H2008F9A 3R » AIRITHITEEES
#1,756,283,0007T (225,000,000 7T)
BFATABRBERZKABERE - %
ERIAFEQ375% 2 EEFE - MAR
TANEEIREEN2013F9A11RE@Z
LER  BREARTIERBEEINE
BMEEZFE  BRBRITRAESZHNH
2@ A RSB FREADEEF - Al
HREEMN SN BRI T ERFE -
ZEZBERFMEESFZ S LT -
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22. Subordinated liabilities (continued)

At 30th June, 2010, the carrying amount of the step-up
perpetual subordinated notes designated at fair value through
profit or loss are lower than their contractual amount payable
at redemption for the Group by HK$158,549,000 (31st
December, 2009: HK$310,210,000). The change in fair value
of this step-up perpetual subordinated notes is recognised as
“net losses from trading and financial instruments designated
at fair value through profit or loss” in the consolidated income
statement. This change in fair value which is attributable to
change in credit risk for the period ended 30th June, 2010 is
a gain of HK$36,609,000 (30th June, 2009: loss of
HK$415,327,000) and the accumulated amount of this change
for the Group is a gain of HK$674,395,000 (31st December,
2009: HK$637,786,000).

On 3rd September, 2008, the Bank issued perpetual
subordinated notes qualifying as tier 2 capital with a face value
of HK$1,756,283,000 (US$225,000,000). The notes bear
interest at a fixed rate of 9.375% per annum and the notes
can be early redeemed at the option of the Bank on 11th
September, 2013. Despite the Bank has the option to defer
making payment of interest on the subordinated notes, interest
payable on each interest payment date will be made by the
Bank provided that the Bank has generated sufficient positive
distributable profits during the 12 months preceding the
interest payment date. The notes are listed on the Singapore
Exchange Securities Trading Limited.
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23. HABRZ 4T 23. Maturity Profile
LT Z2EERBERAR M NENEE B The following maturity profile of the assets and liabilities are based
BREREREYIR - on the remaining periods to repayment at the balance sheet date.
2010F6A30A

30th June, 2010

WEARE 3EANE  1ENE
B3@ARm  E1ER ESER

Over Over Over
MEER (@AM Tmonth  3months Tyear  SELE
Repayable Within -~ butwithin -~ butwithin - but within Over B EE
on demand Tmonth 3 months 1 year 5 years Syears  Undated Total
EE Assets
BEREHEN Cash and balances with
RA% - FRETR banks, central banks and
EteBgERE other financial institutions 6,103,077 - — - — - — 6,103,077
THERBRORE Placements with banks,
RRBIREM central banks and other
SREENE financial institutions — 5,940,580 90,079 55,064 - - — 6,085,723
2558 Trade bills 19,430 111,071 162,875 4,446 - — 1,903 299,725
BERREE Trading assets - 27966 187,825 203 1,167,701 — 905789 2,289,484
RENATEERA Financial assets designated
BR.eREE at fair value through
profit or loss — — — 1913767 5298,610 1,411,202 — 8,623,579
REPEX Advances to customers 2,268,220  5386,480 4,439,929 12,877,461 30,582,487 34,289,567 102,487 89,946,631
BORZERN Advances to banks - - 2335 463216 - - — 4865712
HHECHER Available-for-sale financial assets — 709328 4175634 4,944,078 15193334 683315 267,697 25973386
EHEE Other assets 1,410 1,063,328 208,804 80,588 161,741 357 5,110,386 6,626,614
BEE Total assets 8,392,137 13,238,753 9,288,502 20,338,823 52,403,873 36,384,441 6,388,262 146,434,791
g Liabilities
RITAE R Deposits and balances of banks,
BAREM central banks and other
SREBEN financial institutions 125122 287,285 65,496 - - - — 477,903
RPER Deposits from customers 43,203,438 48,212,402 20,027,572 12,139,706 595,250 - — 124,178,368
BENENE Certificates of deposit issued - - - 80,000 251,860 - — 331,860
BERRERE Trading liabilties - - - - - — 884237 884237
#EEE Subordinated liabilities - - - - - — 4,706,888 4,706,888
EtER Other liabilities — 1260108 288,369 698,482 145,621 - 97,589 2,490,169
Z8fk Total liabilities 43,328,560 49,759,795 20,381,437 12,918,188 992,731 — 5,688,714 133,069,425
BE/(AB)FER Net assets/{iabilities) gap (34,936,423) (36,521,042) (11,092,935) 7,420,635 51411142 36384441 699,548 13,365,366
e of which:
Rz Certificates of deposit held
-REENEEE - included in available-for-sale
SREER financial assets - — 1,287,655 155,683 - - — 1443338
EBES Debt securities
-BREEEMAEEAR - induded in trading assets - 27966 187,825 203 1,167,701 - — 1,383,695
-REEEENLT - included in financial assets
BEZABREY designated at fair value
SREERN through profit or loss - - — 1913767 5298610 1,411,202 — 8623579
-ARETHEE - included in available-for-sale
SREER financial assets - 709328 2,887,979 4,788,395 15,193,334 683,315 66,514 24,328,865
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23. HiIRR T ()

23. Maturity Profile (continued)

20094 12A310
31st December, 2009
1MBANE 3@ENE  1EBE
B3ERR  BIER  ESER
Over Over QOver
BEEZ 1EAR Tmonth  3months Tyear  SEPE
Repayable Within -~ butwithin -~ butwithin - but within Over & =
on demand Tmonth 3 months 1 year 5 years 5 years Undated Total
BE Assets
BeREHEN Cash and balances with
F¥ - RE2ETR banks, central banks and
EteBBEE other financial institutions 4,419,238 - — - - - — 4419238
TAEHRTRE Placements with banks,
RRBTREM central banks and other
SRBENE financial institutions — 6618599 457,892 242,691 — - — 7319182
E5%% Trade bills 24,971 84,135 99,981 1663 - - — 210,750
EERGEE Trading assets — — — 214039 1,841,880 — 694772 2,750,691
EENATEESR Financial assets designated
BR/oREE at fair value through
profit or loss - - — 1,091,828 7,346,308 1,542,876 — 9981012
ZEE Advances to customers 1895162 4,863.287 4292784 10,386,257 28783256 30,015,129 13,127 80,249,002
FIRAZER Advances to banks - - — 306328 - - — 306,328
RHEECREE Avalable-for-sale financial assets — 1928792 3,061,717  8571,017 2108689 683549 251301 35,583,265
EEE Other assets 1470 995496 238999 117269 170,583 82 4,780,751 6,304,650
BEE Total assets 6,340,841 14,490,309 8,151,373 20,931,092 59,228916 32,241,636 5,739,951 147,124,118
8% Liabilities
RIFAZ - pR Deposits and balances of banks,
RTREMR central banks and other
SEEEFN financial institutions 338910 481,702 11,088 - - - — 831,700
RPER Deposits from customers 44721849 49,161,510 20,584,872 10938851 775,696 - — 126,182,778
BENENE Certificates of deposit issued - - — 301,79 100,000 - — 401,79
BERRAR Trading liabilities - - - - - — 570620 570,620
kEaE Subordinated liabilities — — — — — — 4536727 4,536,727
EAE Other liabilities — 1065444 272,010 587,859 96,650 - 37491 2,059,454
BERE Total liabilities 45,060,759 50,708,656 20,867,970 11,828504 972,346 — 5,144,838 134,583,073
LE/(BR)FER Net assets/{iabilities) gap (38,719,918) (36,218,347) (12,716,597) 9,102,588 58,256,570 32,241,636 595,113 12,541,045
i of which;
s 2 Certificates of deposit held
-BREAHREE - included in available-for-sale
SREER financial assets — — — 1,586,481 - — — 1,586,481
EHEHF Debt securities
-BEEEEMREEA - induded in trading assets - - — 214039 1841880 - — 2,055,919
- BREEENAT - included in financial assets
EEFEABEL designated at fair value
SREER through profit or loss - - — 1091828 7346308 1,542,876 — 9,981,012
-BRETHEE - included in available-for-sale
SREER financial assets —  1,928792 3,061,717 6984536 21086880 683,549 50,748 33,796,231
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24. Share capital and reserves
(a) Share capital

2010%6A30H 2009%12A31H
30th June, 2010 31st December, 2009

24, PRAFf#E
(a) B
MRS

450,000,0000%
(2009128318
450,000,0000%) &%
FEEE1.00TT 2 EBAR

Authorised:
450,000,000 (31st December,

2009: 450,000,000)
ordinary shares of
HK$1.00 each

450,000

450,000

2010566 A30H

200912 A31H

30th June, 2010 31st December, 2009

BB

295,044,3800%
(20095128311
295,044,380/%) Fi%
B 007D 2 Eim L

2009: 29

HK$1.00

(i) BERHEAE
HZE2010F6A308 1t61E AR -
WEITHERBREARERRITYE
B (HE2009F12A31HIE4F
o\  REER, RIBEE
IEzRBRERENT -

Issued and fully paid:
295,044,380 (31st December,

5,044,380)

ordinary shares of

each

(i)

295,044 295,044

Share Option Scheme

During the six months ended 30th June, 2010, no option
was exercised to subscribe for ordinary shares in the
Bank (year ended 31st December, 2009: Nil). At balance
sheet date, the terms and conditions of unexpired and
unexercised share options are as follows:

2010%6A30H 2009%12A31H
30th June, 2010 31st December, 2009

R B A 1TEE
Date of options granted Exercise price
B
HK$
10/03/2001 23.60
15/03/2002 26.30
14/01/2003 25.80
14/03/2003 26.50
21/05/2004 43.80
14/01/2005 51.25
28/01/2005 50.25

RipARBAER T ZRRER
RETFTHEVEFEEF10BFR
T WABBBMETEYR
U o

H2010F6 A308 M RITE 2R
T2 T R A 4 FH A3.19
£ (2009128311 : 3.68%F) -

v ¢! Bin# B

Number of shares Number of shares

150,000 150,000
90,000 90,000
40,000 40,000
70,000 70,000

300,000 300,000

180,000 180,000
80,000 80,000

910,000 910,000

The options granted under the Share Option Scheme
will be exercisable between the first and the tenth
anniversaries of the date of grant, and settled by physical
delivery of shares.

The options outstanding at 30th June, 2010 have a
weighted average remaining contractual life of 3.19
years (31st December, 2009: 3.68 years)
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24, BARKf#EE @ 24. Share capital and reserves (continued)
(a) B (&) (a) Share capital (Continued)
(i) & 5 ZEEE (i) EIP
AEEBERKBES SEE N ER The Group grants awards at no consideration for certain
BERTETEERE  UEBAR employees to acquire ordinary shares in the Bank under
T2 EBR - RO BBIFEE the EIP. The shares will be acquired at a nominal value
LZEREESEITEA WNES of HK$1 per share under the award. If the Board of
BAREERUEINEReRE LT Directors determines to select the cash option when
EITAIEGSZRNEE - RAEX shares vest, which is available under the plan, no new
HERE mAT AR 1D 81T - ME N shares will be issued on the date of vesting. The
FTHHRBTEHAFTFEZE10HEF - percentage of awards vested between the sixth to the

BUT 2B AERK tenth anniversaries after the date of grant is as follows:
BEEBZAENL
=R Date Percentage of award vesting
B BB 6B Sixth anniversary of the date of grant 5%
KHBERF7HES Seventh anniversary of the date of grant 10%
B AERETSAF Eighth anniversary of the date of grant 15%
B A EI AR E Ninth anniversary of the date of grant 20%
i B HRFT 108 EF Tenth anniversary of the date of grant 50%

2010566 A30R - B E & ZE) At 30th June, 2010, the outstanding awards under the

HEETZREHAR EIP are:
2010F6H30H 2009 12 A31H
30th June, 2010 31st December, 2009
ZATEE 2T EE
BHEE A Fair value & Fair value & B
Date of 1IERE of awards at Number of of awards at Number of
awards granted Exercise price date of grant shares date of grant shares
HK$ HK$ HK$
21/05/2004 1.00 21,186,000 495,000 21,186,000 495,000
23/01/2006 1.00 87,672,000 1,560,000 87,672,000 1,560,000
29/01/2007 1.00 13,244,000 140,000 13,244,000 140,000
05/11/2009 1.00 10,057,500 135,000 10,057,500 135,000
132,159,500 2,330,000 132,159,500 2,330,000
(b) f#E (b) Reserves

AEER2010F6A30A 2 BB REE
FHESE 1% 158 15:843,638,0007T (20094F
128318 : #¥724,077,0007T) ° AR
AEBRTEKIBEHEEEEE 2R
FAREBSEERE  RTEER
ZREBXIN - BEEIERPF B A 4
SIBZEASE - K AEEemER
BU£ER])  RENEHCDEELTR
BIRTFNEER o

The Group’s unappropriated profits as at 30th June, 2010
included a regulatory reserve of HK$843,638,000 (31st
December, 2009: HK$724,077,000). The regulatory reserve is
maintained to satisfy the provisions of the Hong Kong Banking
Ordinance for prudential supervision purposes by earmarking
amounts in respect of losses which the Group will or may incur
on advances to customers in addition to impairment losses
recognised. Movements in the reserve are earmarked directly
through unappropriated profits and in consultation with the
Hong Kong Monetary Authority (“HKMA").
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25. ARBEKRARE

(a)

FREERABUARBAEE

FREFRAEEANENEERE
BERFEF 2 RBREBN - FHROERT
R AEREZEEHERHEMRS -
UREEEHETIA BEAUREHREE
MIERE  BREAE GBUEEEEH
TAmFRzZER  ABEARKEER
BEPMPRZEERBRER - HESHE
TEBRIANREBIERMEFPEZOR
FEkzBREE - ARKEHERR
AEEREERRHLEATERER - &
HEBBRBY TRERKRZAESRE -

STEEERRINESENA BB NE
NF0%ZE100% °

AT REBBEERAR 2 RAERRAE
ZREDREME

25. Contingent liabilities and commitments

(a)

Contingent liabilities and commitments to extend credit
Contingent liabilities and commitments arises from forward
asset purchases, amounts owing on partly paid-up shares and
securities, forward deposits placed, asset sales or other
transactions with recourse, as well as credit-related instruments
which include letters of credit, guarantees and commitments
to extend credit. The risk involved in these credit-related
instruments is essentially the same as the credit risk involved
in extending loan facilities to customers. The contractual
amounts represent the amounts at risk should the contract be
fully drawn upon and the client default. Since a significant
portion of guarantees and commitments is expected to expire
without being drawn upon, the total of the contractual
amounts is not representative of future cash flows.

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

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

2010£6 A 30H 2009412 A831H
30th June, 2010 31st December, 2009

BEEEEHNRIER Direct credit substitutes 1,174,317 808,664
RHEBZHAER Transaction-related contingencies 620,470 611,196
BB AR E Trade-related contingencies 1,021,692 1,068,051
H A Other commitments:
JRAHAPR 1801 £F With an original maturity
of not more than one year 1,280,438 986,855
[JRAERRR 1A With an original maturity over one year 2,515,908 1,849,148
AR EUS Which are unconditionally cancellable 17,344,876 16,895,151
FHEE BT Forward forward deposits placed 77,943 —
Ch Total 24,035,644 22,219,065
FEERBMESEE Credit risk weighted amounts 2,857,718 2,054,974

BAREE
REHRAREAVEREEMLAE
b B 5 3R o o {1 2 AR SR I
I

(b)

Capital commitments

Capital commitments for acquisition of tangible fixed assets
outstanding at balance sheet date not provided for in the
interim financial report are as follows:

20106 H30H 200912 A31H
30th June, 2010 31st December, 2009

Bz NRER
BRI HE contracted for
BiZEMRER] Expenditure authorised but
BHZHAE not contracted for

Expenditure authorised and

36,689 52,681
6,457 9,892
43,146 62,573
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26. fTAEE€MIA 26. Derivative financial instruments
PMTETAREMBEH EBEETAIR Derivatives refer to financial contracts whose value depends on the
B —IHZIBERNEENIBEIME - value of one or more underlying assets or indices.
MESBRIADKREAEE R ARITEIN Derivative financial instruments arise from forward, swap and option
M- MERRESTIGAMETZER =2 transactions undertaken by the Group and the Bank in the foreign
HREAERZ S MEE ° exchange, interest rate and equity markets.
EREERBGEEERFAF R 142 Derivative financial instruments are also used to manage the Group’s
MIATHAREEBAEEMAZ Z2MER own exposures to market risk as part of its asset and liability
o AEBEMAZEETATARMERE management process. The principal derivatives instruments used by
REHN(EERBINTETR) - BAF A& the Group are interest and foreign exchange rate related contracts,
MERAIIEEENETE - KEBFTYOT which are primarily over-the-counter (“OTC") derivatives. The Group
ATEREELN  KEOHERMEERPFH KM also participates in exchange traded derivatives. Most of the Group’s
HhEkiHFahHMEERERE - L5 derivatives positions have been entered into to meet customer
FHE - THEIASAHEEERS - demand and to hedge these and other trading positions. For

accounting purposes, derivatives are classified as held for trading.
WETEZERECHBRENEEE HERTK The notional amounts of these instruments indicate the volume of
ZRGE  WHREKEREEE - transactions outstanding at the balance sheet date and do not
represent amounts at risk.
LTARASEERENTAETIAZERERE - The following table is a summary of the notional amounts of each
significant type of derivatives.
2010 6H30H
30th June, 2010
HAEE
AATEEE
wAEELZ
¢MIA
HITERE
Managed in
conjunction Hith
(SRR apaik-is with financial BIEFHE
BEAE instruments BEAS
Qualifying designated at fair Others,
for hedge value through including held B
accounting profit or loss for trading Total
[ERA4 Exchange rate contracts
R H Forwards — — 25,645,084 25,645,084
(= PNEIE Options purchased — — 1,736,362 1,736,362
S B Options written — — 839,464 839,464
FEEH Interest rate contracts
i 8 Swaps — 8,310,145 20,347,316 28,657,461
BinE# Equity contracts
PN Options purchased — — 261,210 261,210
o o HR Options written — — 255,302 255,302
EEMTETAAY  Credit derivative contracts
HHEEELNEE  Credit defaults swaps written
—RERE - investment — — 711,388 711,388
— 8,310,145 49,796,126 58,106,271
!
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26. PTEESRITE »)

20094 12H318
31st December, 2009

26. Derivative financial instruments (Continued)

HAETE
WA EE
WABRZ
SRIA
EITER
Managed in
conjunction Al
HELhest with financial BIERHE
BETE instruments BEERR
Qualifying  designated at fair Others,
for hedge value through including held B
accounting profit or loss for trading Total
&A% Exchange rate contracts
R Forwards — — 22,892,208 22,892,208
[N} Options purchased — — 1,139,957 1,139,957
i Options written — — 1,202,050 1,202,050
FMEEL Interest rate contracts
1% 84 Swaps — 8,168,570 15,492,768 23,661,338
&0 & 4 Equity contracts
[N Options purchased — — 260,231 260,231
prgusp:it Options written — — 243,627 243,627
FEEMTETAAY  Credit derivative contracts
HEEEEDEE  Credit defaults swaps written
- RERE ~ investment — — 748,980 748,980
— 8,168,570 41,979,821 50,148,391

BEERSGERASERATELPEEESH
HHPLERERSMAENSRMIAL -

undertaken to hedge these positions.

The trading transactions include the Group’s positions arising from
the execution of trade orders from customers or transactions
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26. TTEERMIAE &) 26. Derivative financial instruments (continued)
PTESMTIAEZAFEEDT ¢ The fair values of derivative financial instruments are as follows:
201066 A30R 20094 12H31H
30th June, 2010 31st December, 2009
BE =8 BE =8
Assets Liabilities Assets Liabilities
X454 Exchange rate contracts 216,760 108,791 102,698 71,902
MEESH Interest rate contracts 682,070 761,846 581,579 484,581
RHE & Equity contracts 4,961 4,852 3,446 3,298
EEPTHE T EAA Credit derivative contracts — 8,748 508 10,839
903,791 884,237 688,231 570,620
EERRMESENT The credit risk weighted amounts are as follows:

20106 A30H 200912 A31H
30th June, 2010 31st December, 2009

EXRGH4 Exchange rate contracts 166,390 120,016
FIEE 4 Interest rate contracts 317,272 267,818
&t & #) Equity contracts 7,158 7,546
EETTETIAEEGY Credit derivative contracts 1,828 6,850
492,648 402,230
HHEEERBRMETSSEHA R INE The risk weights used in the computation of credit risk weighted
NF0%E100% ° IhF I ART R EEF average amounts range from 0% to 100%. These amounts do not
HRHIHE - take into account the effects of bilateral netting arrangements.
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27. REBEGRZGERERERME

(a)

27. Notes to the unaudited consolidated cash flow

statement
BERINERBEXETHZ2RRER (a) Reconciliation of operating profit to net cash outflow
HER® from operating activities
B Z20104F #ZE20094F
6A30H Lt 6H30H I
618 A 616 A
Six months ended Six months ended
30th June, 2010 30th June, 2009
3 Operating profit 869,138 623,310
& (I EEa(f) Depreciation (note 4(f)) 72,886 61,993
EEBEE -KEZ EIP — fair value of awards (note 4(f)) 7,506 6,935
NFEE (HEE4()
BEBEMNEZH Interest expense for subordinated
(GEZI) liabilities (note 4(b)) 175,868 175,409
BEEURFEEFAER Change in fair value of subordinated
ZiREBBEZATEE liabilities designated at fair value
g2 through profit or loss 152,131 113,018
AEEE S REE 2 RIE Impairment allowances released from
18 5k o] #% available-for-sale financial assets (4,796) (11,071)
2 FEH Profits tax paid (37,969) (86,254)
[RANERIR B 318 A s A Change in treasury bills with original
BB ESE maturity of three months or above 4,576,265 (9,238,999)
[RAHABR A3{E A sk LA £ Change in placements with banks, central
ZEBMGERIRITRIZE - banks and other financial institutions
PRIBTTREMEF with original maturity of three months
et SRR or above 949,578 286,331
BH5EEES Change in trade bills (88,975) (7,413)
BEZGEREZS Change in certificates of deposit held 143,143 1,413,272
EERAREERD Change in trading assets (289,559) 386,912
BEARFEBEFAER Change in financial assets designated
CEMEES at fair value through profit or loss 1,415,655 (3,224,326)
BERPERREMIRIBES Change in advances to customers
and other accounts (10,019,709) 1,327,867
RITRIZE « RRIBITR Change in deposits and balances
Hih&migrgrRe of banks, central banks and
other financial institutions (198,467) 1,169,004
BEFHREE Change in deposits from customers (2,004,410) 6,598,722
BBEITHERBZE Change in certificates of deposit issued (69,934) (1,175,572)
EERRAEY Change in trading liabilities 313,617 (387,830)
HMREREHES Change in other accounts and provision 259,681 268,754
BEFTHREZIREFEE  Net cash outflow from operating activities (3,778,351) (1,699,938)

WING HANG BANK ¢ Interim Report 2010 49



- RBEWZ Z PHIB BN Notes to Unaudited Interim Financial Report

27. ABERZHEERERERMEE @ 27. Notes to the unaudited consolidated cash flow

statement (Continued)
(b) BReRkERBESHEBHEGEEEERE/R (b) Reconciliation of cash and cash equivalents with the
ZE R consolidated balance sheet

20106 A30H 20096 A30H
30th June, 2010 30th June, 2009

Be RTFHRIRITRZE Cash and balances with banks,
FRIBTT RE M S F central banks and other
W IR financial institutions 6,103,077 3,642,644
TE BB 7 AR 1T R 2 Placements with banks, central
R ERTT R E A banks and other financial
T RMIB IR institutions 6,085,723 8,694,488
B &S Treasury bills 7,283,289 14,754,876
RAREEZEEREE Amounts shown in the unaudited
BERAZESHE consolidated balance sheet 19,472,089 27,092,008
B RAER A3 A Less: Amounts with an original maturity
AEZ o8 of three months or above (5,797,729) (12,557,092)
BB E R 2 SRITRIZ Deposits and balances of banks,
RRRIT R EA central banks and other financial
S RMEIER institutions that are repayable
on demand (151,242) (92,633)
RARIEEIZERE Cash and cash equivalents in the unaudited
RenERAZES consolidated cash flow statement 13,523,118 14,442,283
FERRSER
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28. ERBEEALRS

(a)

FERR (a)
HZE2010F6A30H L6 AN » ALE
HARRTZ T ERRAOIERBITER
LEMBRARIZRS  AE—RETE
R EGFETT - BRZIE - BE
BEBERANZFHOEBRREE BEHET

28. Material related party transactions

Substantial shareholder

During the six months ended 30th June, 2010, transactions
with The Bank of New York Mellon Corporation (“BNY"), a
substantial shareholder of the Bank, or its subsidiaries are
entered into by the Group in the ordinary course of business
and on normal commercial terms. The income and expenses

N for the period, average on-balance sheet outstanding for the
period and on-balance sheet outstanding at the balance sheet
date are:

(i) WARSH (i) Income and expense

#Z2010F HZE20095F

6H30H It 6A30H I

618 A 61 A

Six months ended Six months ended

30th June, 2010 30th June, 2009

BB A Interest income 19 53
FEZH Interest expense 65 30

(i)  BEBEXRANZ FIGEEH

(i) Average on-balance sheet outstanding

HZ20105 HZ=20094F
6H30H It 12A318 1k

618 A FE

Six months ended Year ended

30th June, 2010 371st December, 2009

Be RIFMIRTT Cash and balances with banks,

R% - PRIETT central banks and other

N H b & w58 5RIE financial institutions 108,143 97,566
EHTFHREITRZE Placement with banks,

RRERTIT N central banks and other

H & RS RIA financial institutions 6,930 24,712
RITRZE - PRIETT Deposits and balances of banks,

N H Ath & g T R central banks and other

financial institutions 96,427 23,976

(i) BEREXRAZEEAGR

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

20106 A30H 200912 A31H
30th June, 2010 31st December, 2009

e NREFEHRIETT Cash and balances with banks,
FA%¥ - PRETHE central banks and other
H it 4 B i 2R 0E financial institutions 50,999 54,420
RITREIE « FRLRFT Deposits and balances of banks,
R E b4 g T =k central banks and other
financial institutions 59,155 94,998
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28. EXAEALRS @) 28. Material related party transactions (Continued)
(b) PEBRRERBFEA (b) Minority interest holder

19956 A30H » NIRITHE65% MR
72 WA EKFEHRERBRER AR
(M ERREE]) HERRHERBRBR A A
([BRBRERB]) 22 EMBARHERER
BER (B8 BRAE ([HRRR]) &
E1HETEAY - RELBETESY
REREEAEXMRBRBBRRBEY
2 BRI - &R R BKERIRE 2
FERE  EZAFEEITRAISY °
I EIE A #2008 12 A31 A E|E » I
M2009F2A9H - WEBANEHER
M > 200951 A1HZE2010912A
3TE#IE - WBEFEBERIEAMKR
BMECEDEMET - REMLEERES
4 KERFB 201096 A30R 161E
A R FI6 2R B & #500,0007T (2009
F£6H30F : B 484,000T) BB E
}Eﬁ °

AN

20074 - AEBE W AP 2MEE QTR
RHBEEMERE HEHE131,355,000
T NEBEZFEBALREEIRITIT
it o HERFBIREBRITRERSM
0.55%FTE ' EREE2012F - BEHE
BIZEHIRIEE20174F - REEH - %
B R #103,263,0007T (20094 12
A318 : ##107,549,0007T) °

o

FETHAE

HZE2010F6A308 L6EA MR » ALE
HBIFBTHRABREERGE k&
A LGN ARSEAEEATE
NHARETZERS - AR SHE
B—BEREBRE—MRASERKE
ZEPHEENBRRRTEETT - BIRZ
Ky EMe  BEEABBRAZFEHES
RE&EEEEBRETNT

On 30th June, 1995, Wing Hang Zurich Insurance Company
Limited (“WHZ Insurance”), a 65 percent owned subsidiary of
the Bank, entered into a Management Agreement with Swiss
Insurance Management (Hong Kong) Limited (“Swiss
Insurance”), a wholly-owned subsidiary of Zurich Insurance
Limited (“Zurich Insurance”) pursuant to which Swiss Insurance
has been appointed as manager of WHZ Insurance in
connection with the conduct by WHZ Insurance of its insurance
business. Zurich Insurance is a substantial shareholder of WHZ
Insurance holding 35 percent of WHZ Insurance’s issued share
capital. The Management Agreement expired on 31st
December, 2008 and on 9th February, 2009, the Management
Agreement was extended for two years from 1st January, 2009
to 31st December, 2010. The revised management fee is based
on a certain percentage of gross written premiums received.
Under the Management Agreement, WHZ Insurance pays to
Swiss Insurance an amount of HK$500,000 (30th June, 2009:
HK$484,000), being the contractual management fees payable
during the six months ended 30th June, 2010.

Associated company

The Group provided secured loans to two of its associated
companies totalling HK$131,355,000 in 2007 to finance their
purchase of the Group's bank premises. These loans bear
interest rate at 0.55% per annum over HIBOR and are repayable
by 2012 with an option to extend the repayment period to
2017. At the balance sheet date, the outstanding amounts of
these loans are HK$103,263,000 (31st December, 2009:
HK$107,549,000).

Key management personnel

During the six months ended 30th June, 2010, the Group
entered into a number of transactions with the Group’s key
management personnel and their close family members and
companies controlled or significantly influenced by them. All
the transactions are in the ordinary course of business and
under terms and conditions normally applicable to customers
of comparable standing. The income, expenses and
emoluments for the period, average on-balance sheet
outstanding for the period and on-balance sheet outstanding
at the balance sheet date are as follows:
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28. EXBEALRS @)

28. Material related party transactions (continued)

(d) EETBAE (&) (d) Key management personnel (Continued)
(i) WARSH (i) Income and expense
HZE2010% HZE20094F
68308 1t 6 H30H IE
618 A 61E A
Six months ended Six months ended
30th June, 2010 30th June, 2009
F B Uz A Interest income 1,484 3,336
FEZH Interest expense 6,523 7,348
(i) BEBEXRNZ FHEH (i) Average on-balance sheet outstanding
HZ20105 HZ=20094F
6H30H It 1283181
618 A FE
Six months ended Year ended
30th June, 2010 31st December, 2009
BEEX Advances to customers 235,651 429,358
BPER Deposits from customers 1,865,666 1,906,946
(i) BEBEXRAZEEHEH (i) On-balance sheet outstanding at the balance sheet date

20106 A30H 200912 A31H
30th June, 2010 31st December, 2009

ZEEH Advances to customers 178,392 336,031
BPRER Deposits from customers 1,688,666 2,278,248
(iv)  Bl& (iv)  Emoluments
TETHRAEZMEEYWT : Remuneration for key management personnel is as
follows:

BZE2010%F B E 20094

6H30H Lt 6H30H 1k

618 A 6fE A

Six months ended Six months ended

30th June, 2010 30th June, 2009

HHE 818 Short-term employee benefits 18,207 13,193

BB 2R Post-employment benefits 1,146 776

R 15 22 B 1g ) Equity compensation benefits 4,514 4,514

23,867 18,483
(e) #HZE2010%6830H IF61EAR - HEER (e) During the six months ended 30th June, 2010, no allowance

A LR EFEEA LT ZRBEREIM
LB 18k ZE M (2009F6 308 : &) o

for impairment losses has been made in respect of the above
advances to related parties (30th June, 2009: Nil).
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29. EpaEE

REBERIERE  BFERRE  AERR
SEMAZHIEEERR  AEBEES
ERMBREEZFALEEENRZSE  LUHE7 -
E+§ N E/-%%&T %'HE%H R //\L@Jﬁ/i\@«
k- mizREREERR  ZFEBREER
® - ﬁr&l‘i%ﬁﬁé\‘%é%@_ﬁl%“ﬁ? EZER
eZE WHERKREEEBMCZESUR
EEESREEBBEEREZES  EER
o NHZBESETEHREZRBE IR
& URRZFHR RIEFFaefs A -

$|31TE§IJ AEEY A RERR - BRE
ERNER  BEMER  UREARE

BEr

(a) EERRERE
FEERBERRT ZHFREBITHA
7= EJJKQ$%IE’J%/T EBSmE -
ME - TETARHEMER -EFSC
REARRITZESRBITRARTEE
FBHEEZESURTEERRER

EERREERBIINEMER -

E%\Eﬂzﬁzmﬁﬁ&Eh&ﬁ&%%fﬁﬁ
RtZME £ - ARENEEBRFIE
TTQ%F%E’JL‘EE‘J EEMZRERN
BF  BEFRSBERGRBENBER I
*ETFE?%%EH%MW EEREBEHIIE
SIREREGEMASH LN ER
T EHAEEE MR ENBE -

EERBRERESICHNAERNER
5?% I%%EE%E??'\’S*E?%%F‘EJ&HE
% e ?ﬂﬁﬁ’é%ﬁﬁf%ﬁ%‘x%

Txﬁ:’ﬁﬁ FEERERE EBEXROER

CEEBWERERE -

29. Management of risks

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

This note presents information about the Group’s exposure to each
of the above risks, the Group’s objectives, policies and processes for
measuring and managing risks, and the Group’s management of
capital.

(a)

Credit risk management

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

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

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

(i)

(if)

(iii)

PERIFERR
CEREERBOBREBELE - F
BERARBPPNRE - REEE
ZRBETESTESFEEP -
EREERARNIZTEREE
ZEBRE c AEBEEZHEBER
BF UHEREXZHFER
ZHEEEERR - ARREL
REBXZET - iEEXEFPM
FAKRBECHE -—EERRA
EXZHTFHNERMERZEE
BRES - AKETCHERTT
ERTRERAMERAE
RIRBERRE  TwRBIEER
R ECRER - AEEITRD
EERIRE  EREZRBERN
REMRBFR  REFETE
B AR R M o

AEERBEETZEABRNEE
BRANEE EHNEERKT
EEZRERFTERINIENR
SHF  TEHERNAR - K
EZEETHEERIHEHEANE
BER  EHEERRELER

BE -

FEEERR

AEENTEEERRMZER
Fr 2 E e T & RITE AR
BITE © KRE/NEE R AE S 18 O
X5 TEEFEERBNEETE
EERRARERREF BRI #
TN hEaER - N&EHE
ZEMNEENRERTEER
THEBEZRETERGERAREP

ae -

BIZE B AH
BEEEBZARNAARAETEN
R AELEEHRERTEP
BOEERRAER - Bt - 57
RHVBENEEFRFERER
REINEERF  HERTFMN
HiREk -

29. Management of risks (continued)

(a)

Credit risk management (Continued)

(i)

(ii)

(iii)

Corporate credit risk

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

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

Retail credit risk

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

Credit-related commitments

The risks involved in credit-related commitments and
contingencies are essentially the same as the credit risk
involved in extending loan facilities to customers. These
transactions are, therefore, subject to the same credit
application, portfolio maintenance and collateral
requirements as for customers applying for loans.
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29. EBEEE @) 29. Management of risks (Continued)
(a) EERBRER (&) (a) Credit risk management (Continued)

(iv) 1EEERZ%ETD
EERRBZETRR-—EAXSY
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E o REBRNEEOHMEETR

e TEMER  LUNEFH

RBRZB e ANCEETRER

MR e

7
%

ZeMEERKEEERNRYNE
BEEHRRBRSTRMEFI1Z14R
WEE o

RBESEMEE

nBECRBEREALEEUNENEE
ERSEMNEPEENRR - AEED
RIS ESRBREERE - BREM
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EAYRHBE I 2B HGEBEE S H
HABR 2 T RE DI 5E 231 ©

(iv)  Concentration of credit risk

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

Analysis of credit risk concentration by economic sector
of respective financial assets is disclosed in notes 11 to
14.

Liquidity risk management

Liquidity risk is the risk of inability to fund an increase in assets
or meet obligations as they fall due. The Group has established
liquidity management policies for ensuring adequate liquidity
is maintained at all times. The Group maintained an average
liquidity ratio of 46.1% for the six months ended 30th June,
2010 (30th June, 2009: 52.2%), which is well above the
statutory requirement of 25%.

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

To cater for funding requirements during ordinary course of
business, sufficient liquid assets are held and also access to
the interbank market is maintained. In addition, adequate
standby facilities are maintained in order to meet any
unexpected and material cash outflow. The Group also
performs regular stress tests which include both an institution-
specific crisis scenario and a general market crisis scenario, on
its liquidity position to ensure adequate liquidity is maintained
at all times.

The detail of the analysis on the Group’s material assets and
liabilities into relevant maturity groupings based on the
remaining period at balance sheet date to the contractual
maturity date are set out in the note 23.
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(c)
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29. Management of risks (continued)

(9]

Market risk management

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

The Group is exposed to market risk on position taken or
financial instrument held or taken such as foreign exchange
contracts, interest rate contracts, fixed income and equity
securities and derivative instruments.

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

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

The Group uses Price Value of a Basis Point (“PVBP")
measurement to monitor and limit its interest rate risk
exposure. PVBP is a technique involving the calculation of the
change in present value of a financial instrument or a portfolio
of instruments due to a change of one basis point of interest
rates. It also provides a quick tool to evaluate the impact on
profit and loss due to a basis point movement in interest rates.
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29. BRRER @) 29. Management of risks (continued)

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

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

Currency risk

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

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

ST —B-BENHES
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29. Management of risks (continued)

(c) WHEREBRER (&) () Market risk management (Continued)
(i) EEEE(E) (i) Currency risk (Continued)
HERBRIFREIIBERAT A SMNE H The net option position is calculated on the basis of delta-
BEHAMISRENERE] AE weighted positions of all foreign exchange options
REHE o  HEUEERFEEEE contracts. The net structural position includes the Bank’s
EPRINEEENRRITEING overseas branch, banking subsidiaries and other
7 ROWBAT REMKE A subsidiaries substantially involved in foreign exchange
A WEETINEBHEEELS trading and include structural assets or liabilities as
f& follow:
- REIMBARREBERT - investments in overseas subsidiaries and related
HRE R companies; and
- &EaE- - subordinated liabilities.
20106 H30H 2009128318
30th June, 2010 31st December, 2009
ET Bt ET Bt
(B BETEE) (In millions of HK$ equivalent) Us$ Total Us$ Total
REEE Spot assets 34,308 61,520 36,570 68,758
REaRE Spot liabilities (29,404) (66,204) (31,453) (65,018)
BHEA Forward purchases 10,552 22,979 9,752 13,145
REED Forward sales (14,764) (17,596) (12,891) (14,873)
HERRFE Net option positions (641) (652) (180) (172)
REEE Net long positions 51 47 1,798 1,840
2010%6H30H 2009128318
30th June, 2010 31st December, 2009
P ARE BB ARE
Macau  Chinese e AF  Macau  Chinese e Ch
(BEBETEE) (In millions of HK$ equivalent) Patacas Renminbi uss$ Total  Patacas Renminbi us$ Total
BREERBRFS Net structural positions 375 1,181 269 1,825 412 1,151 269 1,832
(i)~ B 52/ B (i) Equity risk

REEEFHZE2010F6 308 1H61E
A K%2009F12A31HILEE 2
ZEE - TBRER[ATHEES
BMEE|ETIERORBBRERE
(RWEE14) - HIEEEABRHORK
ZREERREE]B TR (R
MizE11) - ZEREBFEEER
HBEBREBESEFREME
SRR FIE o

The Group's equities exposures in the six months ended
30th June, 2010 and the year ended 31st December,
2009 are mainly in long-term equity investments which
are reported as “Available-for-sale financial assets” set
out in note 14. Equities held for trading purpose are
included under “Trading assets” set out in note 11. These
are subject to trading limits and risk management control
procedures and other market risk regime.
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29. EBEEE @) 29. Management of risks (Continued)
(d) EERBRER (d) Operational risk management
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Operational risk is defined as the risk of loss resulting from
inadequate or failed internal processes, people and systems
or from external events.

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

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

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

Capital management

The Group's policy is to maintain a strong capital base to
support the development of the Group’s business and to meet
the statutory capital adequacy ratio. In addition to meeting
the requirements from the HKMA, the Group’s primary
objectives when managing capital are to safeguard the Group’s
ability to continue as a going concern, so that it can continue
to provide returns for shareholders and benefits for other
stakeholders, by pricing products and services commensurately
with the level of risk and by securing access to finance at a
reasonable cost.

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

(e)

Capital management (Continued)

Capital is allocated to the various activities of the Bank
depending on the risk taken by each business division. Where
the subsidiaries are directly regulated by oversea regulators,
they are required to maintain minimum capital according to
those regulators’ rules. The Bank and certain financial
subsidiaries, as specified by the HKMA, are subject to the
HKMA's capital requirements for its regulatory supervision
purposes. The Group and its individually regulated subsidiaries
have complied with all externally imposed capital requirements
throughout the six months ended 30th June, 2010 and the
year ended 31st December, 2009 and are well above the
minimum required ratio set by the HKMA.

The capital adequacy ratios as at 30th June, 2010 are computed
on a consolidated basis including the Bank and certain of its
subsidiaries as specified by the HKMA for its regulatory
purposes, and are in accordance with the Banking (Capital)
Rules of the Hong Kong Banking Ordinance.
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(LB F TSR - Fatbrsh o ) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

(a) BEXZERABESLLE (a) Capital adequacy and liquidity ratio
(i) EBEAXZRHE (i) Capital adequacy ratio

20106 A30H 2009412 A831H
30th June, 2010 31st December, 2009

BRI X Capital adequacy ratio 17.0% 17.8%
ZOEART R E Core capital adequacy ratio 10.4% 10.7%

KRG E L 2 T IS RG] At
H29e) A REE AT IR —HiAT
AEEZRRBITEER) RAUHEEE

EERATAEAREENR20106F6730
H&%2009%F12A31AZEAFT R R
BAEERYTEETIZHEBAR -

- W—ARAA

- MIE-RITHREBA)ERIF
- MIE—RTUSFH) BRAA
- MIE—BRAA

- MIE—HFHARDA

- HAEREBRAA

— Sunwadell Company Limited
— Technico Limited

- KFRIT(REA)ARDA
-  kFRITEFERAA

- XTFRERAEARRDA

- kFREEBERAA

- KTFiEFERAA

- KFHRHREAR AT

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

In calculating the capital adequacy ratio of the Group at 30th
June, 2010 and 31st December, 2009, the following
subsidiaries are excluded from the basis of consolidation for
regulatory reporting purposes:

- CF Limited

- Chekiang First Bank (Nominees) Limited

- Chekiang First Bank (Trustees) Limited

- Chekiang First, Limited

- Chekiang First Securities Company Limited

- Honfirst Investment Limited

- Sunwadell Company Limited

- Technico Limited

- Wing Hang Bank (Nominees) Limited

- Wing Hang Bank (Trustee) Limited

- Wing Hang Insurance Agency Limited

- Wing Hang Insurance Brokers Limited

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

(ii)

(a) Capital adequacy and liquidity ratio (continued)

ERZRELR (B) (i) Capital adequacy ratio (Continued)
20106 HA30H 200941278318
30th June, 2010 31st December, 2009
BB I - Components of capital base:
ZIE R Core capital
BB BRI AR Paid-up ordinary share capital 295,044 295,044
&% A4 18 Bk Share premium 494,294 486,788
NEEE Published reserves 9,359,280 7,803,347
Bk Profit and loss account 664,435 1,555,933
AR Less: Goodwill (1,306,430) (1,306,430)
R AT 2 0 B AR MR Total core capital before deductions 9,506,623 8,834,682
B LD ERZMRIER Less: deductions from core capital (327,338) (277,225)
KHRE 22D ERBRE Total core capital after deductions 9,179,285 8,557,457
LI Supplementary capital
EAFEEEGRFAE LM Reserves attributable to fair value
RSy mMESE gains on revaluation of holdings
Was 2 71 of land and buildings 224,700 224,700
RATEBEEHES Reserves attributable to fair value
AIHEERER gains on revaluation of holdings of
B H 5 M E & W available-for-sale equities and
2 EE debt securities 127,340 96,173
—MRIRITE R Regulatory reserve for general
ZEERE banking risks 843,638 724,077
BERELEE Collective impairment allowances 148,292 161,515
KA BEFEE Perpetual subordinated debt 4,844,201 4,825,782
R AT 2 B A& A 42 g Total supplementary capital
before deductions 6,188,171 6,032,247
R B ANE ARz R IE B Less: deductions from
supplementary capital (327,338) (277,225)
LR B 2 B B AN 4858 Total supplementary capital
after deductions 5,860,833 5,755,022
W8 2 BB Total capital base after deductions 15,040,118 14,312,479
BOBAREKMIMERZ Total deductions from the core
MRIE B B capital and supplementary capital 654,676 554,450
FYRBES L E (i) Average liquidity ratio
HZE2010%F #HZE20094F
6H30H It 6H30H I
618 A 616 A
Six months ended Six months ended
30th June, 2010 30th June, 2009
FHERHES L= Average liquidity ratio 46.1% 52.2%

618 A FHRBES L EXTIRIFEFER
TERIEDIMRAGTE < L RKEREE
ERMEERIZERHRBIEAR?T
R eRMB AR ZABESHRM

s
AT & °

The average liquidity ratio for the six months includes the
liquidity positions of the Bank and certain of its financial
subsidiaries, which is the basis of computation agreed with
the Hong Kong Monetary Authority (“HKMA"), and has been
computed in accordance with the Fourth Schedule to the Hong
Kong Banking Ordinance.
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(b) ZMEBHE2EFERDH

(b) Advances to customers analysed by
geographical area

HIBDBMERDRRSEF 2 AEM - W2 The geographical information is classified by the geographical
BEREBRRAZ - —Kms - £ TRIER location of the counterparties after taking into account any risk
TAERREE : FEERCERESIIEE transfer. In general, such transfer of risk takes place if the claims are
RAFREM Y —HHER  ZBERZETEH guaranteed by a party in a geographical location which is different
KERERITZE/INGIT MHZBRITZENS from that of the borrower or if the claims are on an overseas branch

BRRRIN 7 — FTEH ©

of a bank whose head office is located in another geographical

location.
20106 HA30H
30th June, 2010
2 & H
3EA N E
\ 2RFPER
BEPEX RE Overdue &35! e
FEkE] EFEE  advances to B BB
Gross Impaired customers for Individual Collective
advancesto  advances to over three impairment impairment
customers customers months allowances allowances
BE Hong Kong 66,955,488 245,122 168,291 69,262 110,041
JELFT Macau 10,676,240 80,516 27,258 1,468 17,545
H s Mainland China 9,362,988 10,356 10,356 — 15,381
Eth Others 3,170,828 — — — 5.216
90,165,544 335,994 205,905 70,730 148,183
2009F12A318
31st December, 2009
2 38 &Y
3ME AL
ZEBPER
BPEX VERIER Overdue &5 e
4z FFE  advances to EEE PERI=RET
Gross Impaired customers for Individual Collective
advancesto  advances to over three impairment impairment
customers customers months allowances allowances
T Hong Kong 61,145,674 315,870 174,827 84,496 122,588
JBPY Macau 9,087,581 82,094 48,863 862 18,220
H s Mainland China 6,844,192 11,533 10,261 848 13,718
EHh Others 3,419,146 581 1,827 — 6,859
80,496,593 410,078 235,778 86,206 161,385
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() BRITEDPEEFEFE—SDH () Further analysis of advances to customers by
industry sectors

(i) TIRITESBEZEERMSHAMEREY (i)  The following information concerning the percentage of
BERzB L BZFERZAES advances covered by collateral or other security by industry
oo sectors is prepared by classifying the advances according to

the usage of the advances.

20106 A30H 200912 A31H
30th June, 2010 371st December, 2009

BEEAEK BHEIPER
BE2EDL BEZADL
% of gross % of gross
advances advances
covered covered
by collateral by collateral
EEBEAZER Advances for use in Hong Kong
T HEReR Industrial, commercial and financial
—MEER — Property development 56.4 49.7
—MERE — Property investment 96.8 94.0
—Br TSI TE — Financial concerns 26.7 19.8
—RELL — Stockbrokers 95.7 98.5
—HEHEHTEE — Wholesale and retail trade 56.0 65.6
—BUEX — Manufacturing 72.1 55.4
— B EERRE — Transport and transport equipment 89.7 96.3
— BB — Information technology 87.6 87.5
—-REEBECER — Share financing 99.9 99.8
—Efh — Others 53.2 54.9
PN Individuals
—-BEIEEREE] - — Advances for the purchase of flats in
[FLAMTE S 2 the Home Ownership Scheme,
EEFEI R Private Sector Participation
[HEEHEEE] Scheme and Tenants Purchase
SHEBRES Scheme or their respective
BFZER successor schemes 100.0 100.0
—BEHEHMEEME — Advances for the purchase of other
Z B residential properties 99.7 99.8
—ERABER — Credit card advances 0.9 1.3
—Efh — Others 67.2 61.7
87.0 86.1
ESZmE Trade finance 63.5 60.8
EEBUNMEAZER Advances for use outside Hong Kong
— R E A — Mainland China 85.1 81.5
— &P - Macau 89.4 94.9
—Hfh - Others 88.6 84.7
86.9 87.2
86.3 85.7
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() BITRDPB2EFERE—SOM

(c) Further analysis of advances to customers by

(#) industry sectors (continued)
(i) TIHRTTEDBZEFETE—THM (ii)  The following information concerning the further analysis of
B¥ - REREERZBESE - M&ZT advances to customers by industry sectors is prepared by

ETOREPERETEI0% ° classifying the advances according to the usage of the advances

in respect of industry sectors which constitute not less than

10% of gross advances to customers.

2010%6H30H
30th June, 2010
£ i@ H
318 A LA E
LEBEFER
EFEXR Overdue ] =
k) advances to B (B ZE
Gross customers for Individual Collective
advances to over three impairment impairment
customers months allowances allowances
YEIRE Property investment 14,631,849 24,586 3,107 20,552
HE HA Advances for the
FEWE purchase of other
ZER residential properties 18,665,372 17,386 527 31,930
BB AN Advances for use
ERAZER outside Hong Kong
— R A — Mainland China 17,656,259 91,962 46,715 30,710
—RF - Macau 12,161,831 27,176 1,468 11,963
200912 A31H
31st December, 2009
2 38 B
3EA M E
ZEBFPER
BPFER Overdue &5 e
FERE advances to ELERE (B ZEE
Gross customers for Individual Collective
advances to over three impairment impairment
customers months allowances allowances
VERE Property investment 13,879,095 29,143 3,618 22,284
fEEHAM Advances for the
FEMHE purchase of other
ZE% residential properties 17,584,737 16,338 917 32,997
FEFH B AN Advances for use
ERAZER outside Hong Kong
— B A — Mainland China 13,971,542 96,346 54,820 39,895
— BT — Macau 10,374,913 48,782 862 13,084
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(d BHREEERHZEE (d) Overdue and rescheduled assets
(i) BHERETERBAZEFER (i) Overdue and rescheduled advances to customers
20106 H30H 20094 12H31H
30th June, 2010 31st December, 2009
HEFER HEFER
BEBDL BEBDL
% of total % of total
8 advances to G| advances to
Amount customers Amount customers
AegFEEBBZER Gross advances to customers which have
EREE been overdue with respect to either
principal or interest for periods of:
—6EAENUT - 6 months or less but
B3EANRL over 3 months 19,713 0.02 46,822 0.06
—1EHUT ~ 1 year or less but
1B6ME A M £ over 6 months 14,523 0.02 49,613 0.06
15N E - Over 1 year 171,669 0.19 139,343 0.17
205,905 0.23 235,778 0.29
BEETEEAERRE 2 Covered portion of overdue advances 118,315 173,055
BHEFELFRRE 2B Uncovered portion of overdue advances 87,590 62,723
205,905 235,778
BEERZERRRAE Current market values of collateral held
against covered portion of overdue
advances 519,062 477,929
BHEFZERNREERE Individual impairment allowances made
on overdue advances 57,127 62,723
BERFERCEAREZEAMERSE Collateral held with respect to overdue advances to customers
o is mainly properties and vehicles.
20104568308 2009412 A31H
30th June, 2010 31st December, 2009
hEFEX hEFEX
BEADL BEADLL
% of total % of total
- advances to k- advances to
Amount customers Amount customers
EFE Rescheduled advances
ZEPEX to customers 87,441 0.10 105,501 0.13
20106 A30H %2009 1283181 - There were no advances to banks which are overdue or
AEBETFRITRAEZRER - WER rescheduled as at 30th June, 2010 and 31st December, 2009.

HNBEERAZER
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(d) BYENEEERHZEE @) (d) Overdue and rescheduled assets (continued)
(i) HiBHEE (ii) Other overdue assets

20106 H30H 20094 12A31H
30th June, 2010 31st December, 2009

A& F B Trade bills which have been overdue with
E@ETF L E respect to either principal or interest
2B SER for periods of over 1 year — 76
2010%£6H30H 20094 12A31H
30th June, 2010 31st December, 2009
A&k F B Debt securities which have been overdue
ERETFIE with respect to either principal or
ZEEES interest for periods of over 1 year 96,485 85,603
7201096 A30H KX2009F12A31H - Overdue debt securities were included in “Financial assets
PR EBESFBRBEMEEURT designated at fair value through profit or loss” and “Available-
BESAEBGZEREE| R[AIHEE for-sale financial assets” as at 30th June, 2010 and 31st
SREEIN December, 2009.
720106 A30H ' BIEEIEMEE] Included in “Other assets” as at 30th June, 2010 are receivables
AAEBBAI0OEA 2 EWHIE  E€%BEA of HK$85,875,000 which are overdue within 10 months (31st
78 185,875,000 jT (2009128318 December, 2009: HK$29,206,000 which are overdue within 4
BEAAME A /e FE%29,206,0007T) © months).
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(e) FPEIALEIFRITEE FER
A3 RATIRE F BB A - B ERR

(e) Non-bank Mainland China exposures
The analysis on non-bank Mainland China exposures includes

CERMBEENAREITLIOHMBARZ exposures of the Bank and certain of its subsidiaries on the basis
[B Bz e agreed with the HKMA.
201066 HA30H
30th June, 2010
EERBER EAEARGBX 18 51
PAzEE Aoz ER HEERE
On-balance  Off-balance [ ez 42 2R Individual
sheet sheet Total impairment
(BBETSsE) (In millions of HK$ equivalent) exposures exposures exposures  allowances
TR Mainland entities 12,780 1,124 13,904 6
BT BN AR RAEA Companies and individuals outside
MARBEANZEE the Mainland where the credit is
granted for use in the Mainland 6,145 185 6,330 41
Hi A2 54 FmERR Other counterparties the exposures
BAEEREREA to whom are considered by the
FRITERFPRAR Group to be non-bank
Mainland exposures 1,288 46 1,334 —
20,213 1,355 21,568 47
200912 831H
31st December, 2009
EEABER AEARGX &bl
Mz BEk Aoz Bk RS
On-balance  Off-balance [z 42 5B Individual
sheet sheet Total impairment
(BEEETEZHE) (In millions of HK$ equivalent) exposures exposures exposures allowances
Bl Mainland entities 9,310 761 10,071 9
=il /NS D3 PN Companies and individuals outside
MARBEANZEE the Mainland where the credit is
granted for use in the Mainland 5,315 186 5,501 45
Hi A 54 F AR R Other counterparties the exposures
BAEEREREA to whom are considered by the
FRITERFPRAR Group to be non-bank
Mainland exposures 876 86 962 —
15,501 1,033 16,534 54
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() BRERE (f) Cross-border claims
BIRERER RIS EF 2REM - B E The information concerning cross-border claims has been classified
BEREBERRBEZ - —MMEs @ £ MLER by the geographical location of the counterparties after taking into
TAEBER : EEERZEREESIIER account any risk transfer. In general, such transfer of risk takes place
SEFAEM —FER  ZEEZET if the claims are guaranteed by a party in a geographical location
HERBERITZBINDIT - MZRIT 2 B which is different from that of the counterparty or if the claims are
FEENS —FEH - on an overseas branch of a bank whose head office is located in
another geographical location.
20106 H30H
30th June, 2010
RITRIZER
Hith S mits
Banks and NEWTE
other financial Public sector Hitp BT
institutions entities Others Total
BP9 Macau 38 — 6,361,414 6,361,452
A B A i Mainland China 5,620,152 — 4,493,423 10,113,575
M Australia 6,763,505 — 29,641 6,793,146
Hih K& Other Asia Pacific 1,413,708 1,253,762 2,075,640 4,743,110
xE United States 3,051,290 — 4,759,467 7,810,757
Hibm*x Other North and South
RAEERR American countries 676,092 789,585 1,470,631 2,936,308
R RIEM Middle East and Africa 201,402 — 361,342 562,744
(= Germany 2,312,241 — 2,385 2,314,626
B United Kingdom 2,368,314 — 19,665 2,387,979
HBMBER Other European countries 2,193,136 1,343,794 520,884 4,057,814
24,599,878 3,387,141 20,094,492 48,081,511
2009412 A31H
31st December, 2009
RITEER
Hih & pigis
Banks and NV
other financial Public sector Hith BFF
institutions entities Others Total
R Macau 55 — 6,425,736 6,425,791
B A Mainland China 3,427,139 — 3,456,106 6,883,245
SEIMN Australia 7,810,975 — 33,270 7,844,245
Hihm K& Other Asia Pacific 1,917,904 1,232,692 2,020,980 5,171,576
EJE United States 3,210,613 — 9,148,470 12,359,083
HipE Other North and South
R EBR American countries 1,714,670 1,522,894 1,255,533 4,493,097
LENES Middle East and Africa 500,746 — 352,113 852,859
= Germany 3,064,984 — 5,691 3,070,675
R United Kingdom 5,894,120 — 46,659 5,940,779
HBUNER Other European countries 4,199,741 1,351,623 662,378 6,213,742
31,740,947 4,107,209 23,406,936 59,255,092
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- B EMHE Independent Review Report

To the Board of Directors of Wing Hang Bank, Limited
(Incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial report set out on pages 10 to 61
which comprises the consolidated balance sheet of Wing Hang Bank,
Limited as of 30th June, 2010 and the related consolidated income
statement, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated cash flow statement for
the six month period then ended and explanatory notes. The Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of an interim financial report to be in
compliance with the relevant provisions thereof and Hong Kong Accounting
Standard 34, Interim financial reporting, issued by the Hong Kong Institute
of Certified Public Accountants. The directors are responsible for the
preparation and presentation of the interim financial report in accordance
with Hong Kong Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review, on the
interim financial report and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

Scope of Review

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

Conclusion

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial report as at 30th June, 2010 is not
prepared, in all material respects, in accordance with Hong Kong Accounting
Standard 34, Interim financial reporting.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road, Central,
Hong Kong

12th August, 2010
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- hEARE B R EMER Interim Dividend and Other Information

Interim Dividend

The Board is pleased to declare the payment of an interim dividend of
HK$0.30 per share to shareholders whose names appear on the register of
members of the Bank on Thursday, 9th September, 2010. The interim
dividend will be paid on Monday, 20th September, 2010.

Closure of Register of Members

The register of members of the Bank will be closed from Monday, 6th
September, 2010 to Thursday, 9th September, 2010, both days inclusive,
for the purpose of ascertaining shareholders entitled to the interim dividend.
In order to qualify for the interim dividend, all transfers of shares
accompanied by the relevant share certificates must be lodged with the
Bank's share registrars, Computershare Hong Kong Investor Services Limited,
at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong for registration not later than 4:30 p.m. on Friday,
3rd September, 2010.

Directors and Chief Executive’s Interests and Short
Positions in the Shares, Underlying Shares and
Debentures of the Bank or any Associated Corporation
As at 30th June, 2010, the interests and short positions of the Directors
and Chief Executive of the Bank and their respective associates in the shares,
underlying shares and debentures of the Bank or any associated corporation
(within the meaning of Part XV of the Securities and Futures Ordinance

N ("SFO™)) were as follows:
TRTEBERROZEFR Long positions in Ordinary Shares of the Bank
HEBTRA
RIA%AE ZERY
Number of shares Percentage
R $®RE of issued
EAER Zk#Es AR Option Award share capital
Personal Family ~ Corporate il fir sk it (=H) firsE@
EENA Name of Director interest interest interest Note Note @ Others Total Note @
5 SE I FUNG Yuk Bun Patrick 2,982,000 — — 230,000 650,000 Bz @ 3,862,000 1.31
Note @
HEE FUNG Yuk Sing Michael 3,000,000 60,000 — 180,000 325,000 fizE® 3,565,000 1.21
Note @
&R HO Chi Wai Louis 304,000 100,000 — — 10,000 Mz 414,000 0.14
Note &
228 LAU Hon Chuen Ambrose 73,026 — - - — — 73,026 0.02
IxRE Frank John WANG — — — 80,000 395,000 — 475,000 0.16
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Directors and Chief Executive’s Interests and Short

Pos

itions in the Shares, Underlying Shares and

Debentures of the Bank or any Associated Corporation

(Continued)
AIRTHEZRE Subordinated Notes of the Bank
&8 (¥£71)
Amount (US$)
(EPN: £ R Em EEER
Personal Family  Corporate EAth A&
BEEME Name of Director interest interest interest Others Total
5 S5 FUNG Yuk Bun Patrick 2,000,000 — — 4,000,000 6,000,000
BaE®
Note ©
BT FUNG Yuk Sing Michael — 400,000 3,000,000 4,000,000 7,400,000
BaE®
Note ©
E&E HO Chi Wai Louis 980,000 500,000 — 4,000,000 5,480,000
FIaE®
Note ©
P 5 Notes:

RN T AR B AR 1T 199346 A9 A K 200344 A
0B N R EAEIRTES - HBEHNIEES
[RAGHET B 2 EEA o

[ 1p 52 E ThiR B AR ER1T R 200454 B22 B R 2 (&
BREERTES - FBIANEEAES BB
gl zE=HA -

BEEEE L - SEBEERNEELEZRBER
Hi A+ ARREBMBRAF - YKF Holding (PTC)
Corporation KTessel Inc. & BEFEZEERT %
A WERRARANRITZEEHNERAEEZRE
|2 EEA -
M2010F6A30H  RIRTZEEHITRHG A
295,044,380 °

It 5 %5 R TE B PR 2 B]#F %5 2,000,0003% 7T & YKF
Holding (PTC) Corporation###&2,000,0003 7T ° %
FEABR 2 A XEYKF Holding (PTC) Corporationtd &
250 ¢ BERIE L Z%ﬁ%?ﬁ‘ii&@%@%iZﬁﬂ
BEREMATAGERIEA

BREXEEENAETEFUARBAREFAELRR
TTERA B A RBRAZ FFEmEEID - N2010%6
H30B » ABTEFIRRTBRARAWESAZ

BBALTRARITIEMBBEE (EEREH LY
,\{lﬂ J)Zﬂx BB O REST - SEHEAER

=

(€)

Save

Share options were granted to the Directors pursuant to the share option
schemes adopted by the Bank on 9th June, 1993 and 24th April, 2003. Details
of the share options are stated under the section headed “Share Option
Schemes”.

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

Dr FUNG Yuk Bun Patrick, Mr FUNG Yuk Sing Michael and the spouse of Mr
HO Chi Wai Louis, together with other parties, are eligible beneficiaries of
the trusts of Po Ding Company Limited, YKF Holding (PTC) Corporation and
Tessel Inc. The interests of these corporations in the shares of the Bank are
stated under the section headed “Substantial Shareholders’ Interests”.

The number of issued shares of the Bank as at 30th June, 2010 was
295,044,380 shares.

These interests represented US$2,000,000 held by Po Ding Company Limited
and US$2,000,000 held by YKF Holding (PTC) Corporation. Both of Po Ding
Company Limited and YKF Holding (PTC) Corporation are trusts of which Dr
FUNG Yuk Bun Patrick, Mr FUNG Yuk Sing Michael and the spouse of Mr HO
Chi Wai Louis, together with other parties, are eligible beneficiaries.

as disclosed above and for certain Directors holding non-beneficial

interests in the share capital of some of the subsidiaries of the Bank as

nomi

nee shareholders, as at 30th June, 2010, none of the Directors or

Chief Executive of the Bank or their respective associates had any interests

or sh
Bank

ort positions in any shares, underlying shares and debentures of the
or any associated corporation (within the meaning of the SFO).
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FERFER Substantial Shareholders’ Interests

M2010F6 5308 @ RIBARITIRESLHEEM  As at 30th June, 2010, the following persons (other than a Director or
FEIBGIEMTEAFTE 2 ELRMATEEE - TFHIALT (R Chief Executive of the Bank) had interests or short positions in the shares
BITESHNESTHAERIN AARET 2D MM and underlying shares of the Bank as recorded in the register required to

RN 2 EEmIAR be kept under section 336 of the SFO:
AETEBRBROZEFERLE Long or short positions in Ordinary Shares of the Bank
HEEBEITRA
Z Bt
Percentage
of issued
share capital
ZiE ke aar 4= o=
Name Capacity and nature Number of shares Note ©
MargERITER REAEER 59,825,053 20.28
The Bank of New York Mellon Corporation Interest in controlled corporation B EE ™
Note
ARG IEIRTT R EE R 59,825,053 20.28
The Bank of New York Mellon Interest in controlled corporation B @
Note
BNY International Financing Corporation EmEEA 59,825,053 20.28
Beneficial owner B @
Note
Federal Trust Company Limited ZEEA 34,795,200 11.79
Trustee Hzz@Re
Notes @&
YKF Holding (PTC) Corporation FEA 24,394,900 8.27
Trustee Mzz@Re
Notes @ & 3
REBRADF A 24,156,000 8.19
Po Ding Company Limited Trustee MEE®
Note @
XFEHRIT(REAN) BRAF RIEA 23,378,400 7.92
Wing Hang Bank (Nominees) Limited Nominee ffsE@ 2@
Notes @ & 3
Aberdeen Asset Management Asia Limited WEEE 22,931,239 7.77
Investment manager M EE @
Note @
Aberdeen Asset Management Plc WEEE 23,622,739 8.00
and its subsidiaries Investment manager M EE @
Note @
JPMorgan Chase & Co. BEnEBEA 14,943,278 5.06
WEIE (#F#& Long position)
FEEA 150,000 0.05
Beneficial owner / (%7 Short position)
Investment manager / Mz ©
Custodian Note ©®
Tessel Inc. ZEEA 10,639,200 3.61
Trustee fizE@x@
Notes @ & 3
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FERFEER @

B

(1) BNY International Financing Corporation & 4 41§
BIRTT22EBWEB AR - BLOIERRTHAOIEGE
RITEBM s 2EAMBAR -

(2)  Federal Trust Company Limited&Tessel Inc. & {#®
FAERRDBZRITEA  KFRIT(RIEA) ARAA
AYKF Holding (PTC) Corporation® T 10 2 &2
BEA -

(3) REAEMRADA - YKF Holding (PTC) Corporation X
Tessel Inc. & A= - BERE L  BEBLER
AEREEEZEBEREMALAEERIEA °

(4) Aberdeen Asset Management Asia Limited%
Aberdeen Asset Management Plcz 2 & KB QA °

(5) M2010F6H30H » NIETZEETHRGL A
295,044,3808% °

(6)  JPMorgan Chase & Co. JAR] & H AR 558 AR &
DEEF14,199,978/ M5 - EW N EBERHEEAEH
192,000/% 4 & F1150,0000% % & A& 17 [ A 1% & 4832
5D E551,3000% %% °

B EXXHEE - N2010FE6A308 @ fLEE AR
IRITIRMD BARMIR G B 2 H i sk B B 8 AR
RITIRIBEFEAFR P EKHIFI36IEBHFE 2 E il
ﬂq °

Substantial Shareholders’ Interests (Continued)

Notes:

m

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

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

Each of Po Ding Company Limited, YKF Holding (PTC) Corporation and Tessel
Inc. is a trust of which Dr FUNG Yuk Bun Patrick, Mr FUNG Yuk Sing Michael
and the spouse of Mr HO Chi Wai Louis, together with other parties, are
eligible beneficiaries.

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

The number of issued shares of the Bank as at 30th June, 2010 was
295,044,380 shares.

JPMorgan Chase & Co. holds 14,199,978 shares as a custodian of a lending
pool. It holds 192,000 and 150,000 shares for long and short positions
respectively as beneficial owner and 551,300 shares as an investment manager.

Save as disclosed above, as at 30th June, 2010, no other interests or short
positions in the shares or underlying shares of the Bank were recorded in
the register required to be kept by the Bank under section 336 of the SFO.
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- hEARE B R EMER Interim Dividend and Other Information

Share Option Schemes

The Bank’s existing share option scheme was adopted on 24th April, 2003
(“Share Option Scheme”). On the same day, the share option scheme of
the Bank adopted on 9th June, 1993 as amended on 26th April, 2001 was
terminated (the “1993 Scheme”) and ceased to have any further effect,
except that the options granted thereunder remain valid and exercisable
until expiry of their exercise periods.

As at the date of this report, the total number of shares of the Bank available
for issue under the Share Option Scheme is 13,793,000 shares, which
represents 4.7% of the issued share capital of the Bank on the same day.
On 30th June, 2010, the closing price of the shares of the Bank on The
Stock Exchange of Hong Kong Limited was HK$76.55. Details of the
movements of outstanding options granted under the 1993 Scheme and
the Share Option Scheme during the six months ended 30th June, 2010 as
required under the Listing Rules are disclosed as follows:

RREEE
Number of options

$201/01/2010 1230/06/2010

RTE K/ RTE
Outstanding 8 Outstanding IfE
A as at R 514 Lapsed/ as at Exercise
Date of grant 01/01/2010 Granted Exercised cancelled  30/06/2010 price
g2 Director HK$
R EE FUNG Yuk Bun Patrick 10/03/2001% 50,000 — — — 50,000 23.60
15/03/2002 40,000 — — — 40,000 26.30
14/03/2003" 40,000 — — — 40,000 26.50
21/05/2004? 50,000 — — — 50,000 43.80
14/01/2005% 50,000 — — — 50,000 51.25
BEE FUNG Yuk Sing Michael ~ 10/03/2001 40,000 — — — 40,000 23.60
15/03/2002 30,000 — — — 30,000 26.30
14/03/2003" 30,000 — — — 30,000 26.50
21/05/2004% 40,000 — — — 40,000 43.80
14/01/2005% 40,000 — — — 40,000 51.25
TERE Frank John WANG 21/05/2004? 40,000 — — — 40,000 43.80
14/01/2005% 40,000 — — — 40,000 51.25
EE® Employee 10/03/2001™ 60,000 — — — 60,000 23.60
15/03/2002" 20,000 — — — 20,000 26.30
14/01/2003" 40,000 — — — 40,000 25.80
21/05/2004 170,000 — — — 170,000 43.80
14/01/2005 50,000 — — — 50,000 51.25
28/01/2005% 80,000 — — — 80,000 50.25

910,000 910,000

IR 1519935 BB -

(1)

(2 REERBEZRREFERD -

(B BRZEEAHRIOE -

4) BOHRBEZTERSZRBER L ANEVRFE

EEI0RFLEMRBER BRI -

(1) Options were granted under the 1993 Scheme.

(2) Options were granted under the Share Option Scheme.

3) The number of employees involved is 10.

(4) Exercise period of an option commences on the first anniversary of the date
of grant of such option and expiring at the close of business on the tenth
anniversary of the date of grant of such option.
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Employee Incentive Plans

The Bank's existing employee incentive plan was approved by the
independent shareholders at the annual general meeting held on 30th
April, 2009 (the “2009 EIP”). The 2009 EIP is to renew the employee
incentive plan approved by the independent shareholders on 22nd April,
2004 and expired in April 2009 (the “2004 EIP").

The principal objectives of the 2009 EIP are to reward Executive Directors
and key employees of the Group for their contributions and to incentivise
such persons to remain in employment with the Group.

Under the 2009 EIP, the Board may during the first five years after the
2009 EIP was approved grant awards at no consideration for certain
Executive Directors and key employees of the Group to acquire ordinary
shares in the Bank at a nominal value of HK$1.00 per share. The fair value
is measured at the date of grant and is charged to the income statement
and credited to shareholders’ funds between the date of grant and the
vesting date. The cash amount equal to the dividend that will be paid
during the period up to vesting is charged to the income statement as
bonus expenses on an accrual basis.

The awards granted under the 2004 EIP and 2009 EIP vested in stages
between the sixth and the tenth anniversary of the date of grant according
to its terms and conditions. Awards granted under the 2004 EIP and 2009
EIP were as follows:

HER
BEHE BEBE
Number of awards ATEE
S I Fair value of
=Rt As at b dant Asat  awards at the
Date of grant 01/01/2010 Granted 30/06/2010  date of grant
ik
2E Director HK$
55 S XH, FUNG Yuk Bun Patrick 21/05/2004" 200,000 — 200,000 42.80
23/01/2006" 450,000 — 450,000 56.20
SRR FUNG Yuk Sing Michael 21/05/2004" 100,000 — 100,000 42.80
23/01/2006" 225,000 — 225,000 56.20
CIpN HO Chi Wai Louis 21/05/2004 10,000 — 10,000 42.80
FxRE Frank John WANG 21/05/2004" 125,000 — 125,000 42.80
23/01/2006" 270,000 — 270,000 56.20
E5v Employee © 21/05/2004" 60,000 — 60,000 42.80
23/01/2006" 615,000 — 615,000 56.20
29/01/20070 140,000 — 140,000 94.60
05/11/2009@ 135,000 — 135,000 74.50

2,330,000 2,330,000

(1) HEEIRE20040E &8 #E=t &KL -
(2) HEEIRE2009E &8 #Et &KL -
(B8 BRZEBAHBRIGE -

(@) Awards were granted under the 2004 EIP.
(2) Awards were granted under the 2009 EIP.
3) The number of employees involved is 15.
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TEER

AIRITREZE2010F6A30A L6 AN—HER &
TR AM S 4T EERF R T ZRA - E5F
HFAEXRE TEZREER - BRI
FA2IG (ERRTRAENACEESRY) RE
A4 MECGERTESNZIEERTTEH) 2 BERK
Hh o RBEST ANME AT E B2 A B Al FE20105 4
A TIZ 2 2009F Fh oy CEEAREA ©

REFAALVEERTA  FRTEFNZEEER
EEH UARXBMER - ARITWFUTES
WEEEMEH  EREEEENANTRTZER
BFRE LWERETREREMT - A - EARRT
M2010F6 A27 B BT 2 MERBF RSB RILE
ERARRITEBERAMAER  BREFAELEIF
RIREEFAE LRE - At - NIR1TTERAMHK
RBFREAHBECETEALUEERTA -

ERETREFXZNEETR
RRTERM LT RAIME 1058 LB RTAES
EITES X SHEETA ((EETA) (RETH
EWZET) IEBARITZ TRIAHES - TBUEH
RO B B A SRAT RIS AR A B A R 2 B BE
BT MAREEFELST 2 ENE  EFR
RESHEE2010F6A30R IL6HAR - —HHETF
1B TR 2 SRR -

- hEARE B R EMER Interim Dividend and Other Information

Purchase, Sale or Redemption of the Bank’s Listed
Securities
There were no purchases, sales or redemptions by the Bank, or any of its

subsidiaries, of the Bank’s listed securities during the six months ended
30th June, 2010

Corporate Governance

The Bank has applied the principles and complied with the code provisions
and certain recommended best practices as set out in the Code on
Corporate Governance Practices contained in Appendix 14 to the Listing
Rules throughout the six months ended 30th June, 2010 except for the
deviations from code provisions A.2.1 (the roles of chairman and chief
executive officer should be separate) and A.4.1 (non-executive directors
should be appointed for a specific term). The considered reasons for these
deviations have been reported in the Corporate Governance Report
contained in the 2009 Annual Report of the Bank published in April 2010.

Under the code provision A.4.1, non-executive directors should be
appointed for a specific term, subject to re-election. The Bank’s non-
executive directors were not appointed for a specific term of service, but
their respective terms of office were subject to retirement by rotation and
re-election at the annual general meetings of the Bank. However, following
the amendments made to the Bank's Articles of Association, as approved
by the shareholders at the annual general meeting held on 27th May,
2010, every director is subject to retirement at least once every three years
at annual general meetings. Accordingly, the Bank has been in compliance
with code provision A.4.1 from the date of the last annual general meeting.

Model Code for Securities Transactions by Directors

The Bank has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules
(the “Model Code”), including amendments as effected from time to time,
as its own code of conduct to be observed by Directors, Chief Executive
and relevant employees who are likely in possession of unpublished price-
sensitive information in relation to the Bank. Having made specific enquiry
of all Directors, the Directors have confirmed that they have complied with
the required standard set out in the Model Code throughout the six months
ended 30th June, 2010.
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Changes in Information in respect of Directors

Changes in Directors’ biographical details since the date of the 2009 Annual
Report of the Bank which are required to be disclosed pursuant to Rule
13.51B (1) of the Listing Rules, are set out below:

Biographical Details of Directors

Mr TSE Hau Yin Aloysius

Cessation of appointment as independent non-executive director of China
Construction Bank Corporation on 24th June, 2010.

Directors’ Emoluments
There have been no material changes to the information disclosed in the
2009 Annual Report in respect of directors’ emoluments.

Other than those disclosed above, there is no other information required
to be disclosed pursuant to Rule 13.51B (1) of the Listing Rules.

Corporate Social Responsibility

In the first half of 2010, we continued to devote substantial efforts for our
Corporate Social Responsibility contributions.

During the past 6 months, we donated more than HK$700,000 to serve
charitable needs, including the Qinghai and Haiti Earthquakes relief works,
the Hong Kong Parkinson’s Disease Foundation, the Liver Foundation and
the St. James’ Settlement. Our Group contributed over 10,985 hours of
volunteer services as we sponsored a total of 11 projects. These included
the Hike for Hospice organised by Society for the Promotion of Hospice
Care, the Care for Elderly in collaboration with Mission to New Arrival Ltd.
as well as the Grant-in-aid Brightens Children’s Lives Charity Project run by
the St. James’ Settlement. In March 2010, over 500 staff and their families
were mobilised in a fundraising walk which raised over HK$710,000 for
Grant-in-aid Brightens Children’s Lives Charity Project.

Following the formation of the Environmental Protection Committee last
year, the Bank participated in various environmental initiatives and
campaigns organised by green groups while at the same time advancing
green office measures. We took part in the Earth Hour 2010 and the Green
Power Hike, which were held by the World Wide Fund for Nature - Hong
Kong (“WWEF-HK") and the Green Power respectively. Different conservation
focused activities were also organised for the staff and their families. We
supported the Take A Step For Green Charity Walk organised by the Wai
Yin Association, numerous walkers from our Bank contributed the fund
raising to WWEF-HK and Fu Hong Society in their environmental protection
and educational programmes. Internally, we instil the environmental
awareness of “Reduce, Reuse and Recycle” to our staff with the intention
that they could also bring the concept into their daily lives as well as
enhancing the effectiveness of our green office measures. As a result of
the measures developed and implemented, power demand has been
reduced by 6.5 percent as compared with the corresponding period in
2009.
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BHEHMEZER Interim Dividend and Other Information

Corporate Social Responsibility (continued)

Recognising our efforts on social responsibility and the obligation of
corporate entity, the Bank has continuously been awarded the Gold Award
of Volunteer Service by the Social Welfare Department and the 5 Years
Plus Caring Company logo by the Hong Kong Council of Social Service.

Additionally, our fulfillment has qualified for the following recognitions
and awards:

o Most Participants in a Corporate Team Award from the Take A Step
For Green Charity Walk organised by the Wai Yin Association

o Red Cross Jessie Ho Fung Yuet Yin Sports Day Charity Basketball
League Champion

o Hike for Hospice, Corporate Team Award Champion
o Green Power Hike 10KM Bank Cup 1st Runner-up

Looking ahead, we will continue to dedicate our mission to care for our
staff and our community. We shall launch different Staff Caring programs,
Green Office campaigns and support charity projects such as “V-are-One
Program” and “Reading Carnival” in the latter of 2010.

Compliance with the Banking (Disclosure) Rules
The interim financial report for the six months ended 30th June, 2010
complies fully with the applicable disclosure provisions of the Banking
(Disclosure) Rules.
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