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The Directors of Dah Sing Financial Holdings Limited (the “Company”)
are pleased to present the Interim Report and condensed
consolidated financial statements of the Company and its
subsidiaries (collectively the “Group”) for the six months ended 30
June 2010. The unaudited profit attributable to shareholders after
non-controlling interests for the six months ended 30 June 2010
was HK$503.7 million.

UNAUDITED INTERIM CONDENSED FINANCIAL
STATEMENTS

The unaudited 2010 interim condensed consolidated financial
statements of the Group have been prepared in accordance with
Hong Kong Accounting Standard No. 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”).
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UNAUDITED CONDENSED CONSOLIDATED INCOME

STATEMENT

For the six months ended 30 June

- Wik
Ti#T HK$'000 Note
R Interest income
FIEZH Interest expense
HHEBA Net interest income 3
Wt & R AR A Fee and commission income
TR e T 42 5 Fee and commission expense
T3 UL N Net fee and commission income 4
FHEWE/ (6H) Net trading gain/(loss) 5
FIRE RILAA Net insurance premium and other income
HbE R A Other operating income 6
BEHA i Operating income
(R 8 B Net insurance claims and expenses
BRRBR 8 ERA Total operating income net

of insurance claims
wEL Operating expenses 7
AR WAL 4 2 2% A Operating profit before impairment losses
B AR RO 5 BB Loan impairment losses and other credit
provisions 8
T 8% R e W A Operating profit before gains or losses on
BB B A certain investments and fixed assets
HETE - REWER Net gain on disposal of premises,
HA R € B 2 A investment properties and
) other fixed assets
W E A EE SR Net gain/(loss) on disposal of

fedi / 5 18)
&R AR TR

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

(1) /leds of other financial instruments 9
REIG S e B o 2 iR Share of results of jointly controlled entities
i3 - YNTbE Share of results of an associate
B i Profit before income tax
B Income tax expense 10
Lk Profit for the period
L A A i Profit attributable to non-controling interests
AR ) I3 e A Profit attributable to shareholders
of the Company
A 5 Interim dividend
BhREAN Earnings per share
HA Basic 11
i Diluted 1
(3737358 Dividends per share
RS Interim dividend

ZR-R4 “EENE
2010 2009
1,398,892 1,708,937
(296,038) (544,540)
1,102,854 1,164,397
253,994 209,471
(80,521) (57,736)
173,473 151,735
221,555 (21,501)
1,086,284 622,630
22,644 05,743
2,606,810 1,943,004
(1,217,122) (538,195)
1,389,688 1,404,809
(717,279) (1,043,797)
672,409 361,012
(34,800) (274,427)
637,609 86,585
4,683 3,006
7,414 (14,686)
(53,449) 243,983
2,793 1,708
105,622 78,117
704,672 399,023
(69,597) (15,865)
635,075 383,158
(131,375) (82,256)
503,700 300,902
52,054 -
HK$1.94 HK$1.16
HK$1.94 HK$1.16
HK0.20 -

29
Variance
A
%

-5.3

14.3

34.2

-1.1
-31.3

86.3

-87.3

76.6

65.7

67.4
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UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE INCOME

For the six months ended 30 June

it S 23 “EENE
Fitr HK$'000 2010 2009
A Profit for the period 635,075 383,158
M 2w OB Other comprehensive income/(loss) for the period
wHERE Investments in securities
T iR 2 T Fair value gains recognised in equity 84,410 506,346
T s /TR B R Fair value (gain)/loss realised and transferred
BRI to income statement upon:
— B 4 o - Disposal of available-for-sale securities (7,414) 14,686
— B A B T {3t ) A o - Disposal of investments in securities included in
CX e EXOE (3 0/ the loans and receivables category
REACGRR 2 A G which were previously reclassified
from the available-for-sale category 117,334 -
=l B S 2 - Impairment of available-for-sale securities - 1,937
HBEBUA S Related income tax expense (41,484) (45,819)
152,846 477,650
i Premises
BRI 4 2 B RR Deferred income tax released on disposal of premises 3,261 -
HE MR R Exchange differences arising on translation of
ErER the financial statements of foreign entities 9,166 (3,724)
TRRBEE B 2 300 0 A 2 o 2 Other comprehensive income for the period, net of tax 165,273 473,926
FOBRBLIE R 2 00 1) 2 v Total comprehensive income for the period, net of tax 800,348 857,084
TEAG 2 I d B i - Total comprehensive income attributable to:
W R Non-controlling interests 188,588 138,114
/NGl Shareholders of the Company 611,760 718,970
B BEIE 5 2 00 IR 2 v o 25 40 Total comprehensive income for the period, net of tax 800,348 857,084
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STATEMENT OF FINANCIAL POSITION

HK$'000

ASSETS

Cash and balances with banks

Placements with banks maturing between one
and twelve months

Trading securities

Financial assets designated at fair value through
profit or loss

Derivative financial instruments

Advances and other accounts

Available-for-sale securities

Held-to-maturity securities

Investment in an associate

Investments in jointly controlled entities

Goodwill

Intangible assets

Premises and other fixed assets

Investment properties

Current income tax assets

Deferred income tax assets

Value of in-force long-term life assurance business

Total assets

LIABILITIES

Deposits from banks

Derivative financial instruments

Trading liabilities

Deposits from customers

Certificates of deposit issued

Subordinated notes

Other accounts and accruals

Current income tax liabilities

Deferred income tax liabilities

Liabilities to policyholders under long-term
insurance contracts

Total liabilities
EQUITY

Non-controlling interests

Equity attributable to shareholders of the Company

Share capital

Reserves

Proposed dividend
Shareholders’ funds

Total equity

Total equity and liabilities

Wik
Note

12

13

13
14
15
18
19

21
22

23
24
25
26

27

UNAUDITED CONDENSED CONSOLIDATED

e o <1 “EENE
AZHH TZAZ1+-H
As at As at

30 Jun 2010 31 Dec 2009
8,069,766 10,741,879
2,937,111 4,282,749
6,147,568 5,883,968
4,900,747 4,509,393
684,348 594,391
75,394,405 68,046,080
14,049,571 12,901,024
8,731,242 8,802,282
1,405,659 1,299,257
61,441 60,791
950,992 950,992
131,684 139,030
2,271,233 2,426,531
670,517 568,659
24,580 65,283
23,464 78,178
1,574,742 1,225,668
128,029,070 122,576,155
1,603,036 1,435,136
1,577,461 1,218,225
4,514,918 2,068,300
88,641,268 88,370,071
2,687,264 2,060,010
4,730,206 4,602,235
3,724,446 3,814,136
34,845 19,109
16,903 15,366
5,519,600 4,794,792
113,049,947 108,397,380
2,971,786 2,783,198
520,541 520,541
11,434,742 10,875,036
52,054 -
12,007,337 11,395,577
14,979,123 14,178,775
128,029,070 122,576,155
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Ti#T HK$'000

“F-F4—-f—~HN4H%  Balance at 1 January 2010

0 1 2 T W A Total comprehensive income
for the period
EEMARERLE Premises revaluation reserve
i realised on disposal of premises

AT AT TR 17 Premises revaluation reserve
Al 2 R B LA transferred to retained earnings
for depreciation of premises

“Z-BEAHZTHER  Balance at 30 June 2010

UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

For the six months ended 30 June 2010

2% 5 I R AY
Attributable to the Shareholders of the Company

L

R
Bk RbEE HBREG RREN Non-  HEdi it
Share Share Other  Retained controlling Total
capital  premium  reserves  earnings interests equity
520,541 1,551,426 942,777 8,380,833 2,783,198 14,178,775
- - 108,060 503,700 188,588 800,348
- - (17,483) 17,483 - -
- - (6,048) 6,048 - -
520,541 1,551,426 1,027,306 8,908,064 2,971,786 14,979,123

BENAZTHIEAMA
Six months ended 30 June

SRRk

AR RARMRNZERTHRE  Proposed interim dividend included in retained earnings

2010

52,054

“EENE
2009
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T#T HK$'000

“EENF-A—HE#  Balance at 1 January 2009

il Equflesk Total comprehensive income
for the period
EEMRERLE Premises revaluation reserve
fTERES realised on disposal of premises
BT AT TR 17 Premises revaluation reserve
B G REEA transferred to retained earnings

for depreciation of premises

Fiofs RaRiE—MMBAE  Placement and subscription
i of shares in a subsidiary

BB /A i L35 £ I R Dividend paid to non-controlling
TRERE interests of a subsidiary

“EENERNAZTHER  Balance at 30 June 2009

UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY (Continued)
For the six months ended 30 June 2010 (Continued)

A 7 R A
Attributable to the Shareholders of the Company

Bl

R
Bk RbiE  ROREE  REERM Non-  Hdiast
Share Share Other  Retained  controlling Total
capital  premium reserves  eamings interests equity
520,541 1,551,426 101,098 7,719,136 2,045,251 11,937,452
- - 418,068 300,902 138,114 857,084
- - (9,910 9,910 - -
- - (4,304) 4,304 - -
- - (132,383 - 434753 302,370
- - - - (3,798) (3,798)
520,641 1,551,426 372,569 8,034,252 2,614,320 13,093,108
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UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

For the six months ended 30 June

Witk it S 23 “EENE
FiBT HK$'000 Note 2010 2009
BEWRHZBAHE Cash flows from operating activities
WEEE (TR /MABSTE Net cash (used in)/from operating activities 30 (4,295,533) 7,545,157
REFH AR Cash flows from investing activities
TRER B E LM E G Purchase of investment properties and other fixed assets (237,280) (29,034)
HERE . REWER Proceeds from disposal of premises,

HAbE 2 & 5 g FUR investment properties and other fixed assets 232,764 25,608
REEH RS Net cash used in investing activities (4,516) (3,426)
R B 2 B2 Cash flows from financing activities
BTk Certificates of deposit issued 1,291,300 320,317
T f7 3 Certificates of deposit redeemed (640,000) (2,179,134)
I i 14 18 £ Repurchase of subordinated notes (504,737) (371,056)
BT Issue of subordinated notes 1,748,565 -
B 15 0 o Repayment of subordinated notes (1,165,382) -
— [l DY A D 2 3 e R R Capital contribution from non-controling interests

BABRA of a subsidiary - 302,370
OB /A e F3g I BE SRR % 1S, Dividdend paid to non-controlling interests of a subsidiary - (3,798)
MEEEHRA/ TR B& 58 Net cash from/(used in) financing activities 729,746 (1,931,301)
ReREWBEER WD)/ Net (decrease)/increase in cash and

B cash equivalents (3,570,303) 5,610,430
e RERREHE Cash and cash equivalents at beginning of the period 13,917,291 15,378,898
WAL RERBLKH Cash and cash equivalents at end of the period 10,346,988 20,989,328
BeRSRABAERLGHR M Analysis of the balance of cash and cash equivalents:

ReRERTINE R Cash and balances with banks 3,336,941 2,216,431
MRS Money at call and short notice 4,631,627 10,940,191
FAMBAEZMAL AR EERZS  Treasury bils with an original maturity within three months 2,193,606 1,304,042

AR A =MWAURTE Placements with banks with an original maturity
BT within three months 184,814 6,528,664
10,346,988 20,989,328
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Note:

General information

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

Basis of preparation and accounting policies

The accounting policies and methods of computation used in the
preparation of the 2010 interim condensed consolidated financial
statements are consistent with those used and described in the
Group’s annual audited financial statements for the year ended 31
December 2009.

In preparing its annual audited financial statements for the year ended
31 December 2009, the Group has already early adopted Hong Kong
Financial Reporting Standard (“HKFRS”) No. 3 “Business
Combinations” (Revised) and the consequential amendments to Hong
Kong Accounting Standard (“HKAS”) 27, HKAS 28 and HKAS 31
which are originally effective for accounting periods beginning on or
after 1 July 2009, and HKFRS 8 Operating Segments (Amendment),
which is originally effective for accounting periods beginning on or
after 1 January 2010 on the disclosure of segment assets.

The revised HKFRS 3 continues to apply the acquisition method to
business combinations, with some significant changes. For example,
all payments to purchase a business are to be recorded at fair value
at the acquisition date, with contingent payments classified as debt
subsequently re-measured through the statement of comprehensive
income. There is a choice on an acquisition-by-acquisition basis to
measure the non-controlling interests in the acquiree either at fair
value or at the non-controlling interests’ proportionate share of the
acquiree’s net assets. All acquisition-related costs should be
expensed.

The Group has also adopted the amendments to HKAS 17 “Leases”
made by the HKICPA as part of HKICPA's annual HKFRS improvement
project. These amendments provide certain clarifications on the
accounting classification of land leases and are effective for
accounting periods beginning on or after 1 January 2010. The
adoption of these amendments by the Group has no impact to the
Group’s accounting policies.

The interim condensed consolidated financial statements are
presented in thousands of Hong Kong dollars (HK$'000), unless
otherwise stated.
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3. Net interest income
For the six months ended 30 June

Interest income

Cash and balances with banks
Investments in securities
Advances to customers and banks
Others

Interest expense

Deposits from banks/Deposits from customers
Certificates of deposit issued

Issued debt securities

Subordinated notes

Others

Included within interest income
Interest income on financial assets
not at fair value through profit or loss

Interest income on impaired assets

Included within interest expenses
Interest expenses on financial liabilities not at
fair value through profit or loss

4. Net fee and commission income
For the six months ended 30 June

Fee and commission income
Fee and commission income from financial assets
and liabilities not at fair value through profit or loss

- Credit related fees and commissions
- Trade finance
- Credit card

Other fee and commission income

- Securities brokerage and investment services
- Insurance distribution and others

- Retail investment funds and fiduciary services
- Other fees

Fee and commission expense
Fee and commission expense from financial assets and liabilities
not at fair value through profit or loss

Handling fees and commission
Other fees paid

SE-gE CIEAF
2010 2009
44,568 81,803
365,926 479,762
985,286 1,145,492
3,112 1,880
1,398,892 1,708,937
241,660 416,798
5,429 28,227

- 13,987

42,341 70,247
6,608 15,281
296,038 544,540
1,286,784 1,630,625
3,995 7,225
279,022 497,722
SF-®E CEELF
2010 2009
45,523 32,160
18,827 19,489
114,122 91,581
14,631 17,683
6,645 8,190
11,566 6,735
42,680 33,633
253,994 209,471
75,482 52,989
5,039 4,747
80,521 57,736
173,473 151,735
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4, Net fee and commission income (Continued)

statements.

5. Net trading gain/(loss)
For the six months ended 30 June

Dividend income from financial assets at fair value
through profit or loss
- Listed investments
- Unlisted investments
Net gain arising from dealing in foreign currencies
Net gain/(loss) from trading securities

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

Net loss arising from financial instruments subject
to fair value hedge

Net gain/(loss) arising from financial instruments designated
at fair value through profit or loss

6. Other operating income
For the six months ended 30 June

Dividend income from investments in available-for-sale securities
- Listed investments

- Unlisted investments

Gross rental income from investment properties

Other rental income

Others

10

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

R ZETIE
2010 2009
4,330 2,049

1 2
144,704 64,602
4,451 (1,496)
(72,170) 29,024
(22,645 (36,851)
162,884 (78,831)
221,555 (21,501)

SRRE CEENE
2010 2009
2,692 3,950
3,770 3,478
10,105 10,229
2,648 2,796
3,429 5,290
22,644 25,743
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7. Operating expenses
For the six months ended 30 June

e St 208 “EENE
2010 2009

Employee compensation and benefit expenses
(including directors’ remuneration) 409,356 410,921

Premises and other fixed assets expenses,

excluding depreciation 88,318 87,672
Depreciation 62,639 55,567
Advertising costs 36,582 31,186
Amortisation expenses of intangible assets 7,346 9,443
Others 113,038 449,008
717,279 1,043,797

8. Loan impairment losses and other credit provisions
For the six months ended 30 June

S
2010 2009
Loan impairment losses
Net (reversal)/charge of impairment losses on advances
and other accounts
- Individually assessed (12,260) 177,907
- Collectively assessed 47,060 94,583
34,800 272,490
Of which
- new allowances (including amounts directly
written off in the period) 70,911 303,487
- recoveries (36,111) (30,997)
34,800 272,490
Other credit provisions
Individual impairment losses on available-for-sale securities - 1,937
Net charge to income statement 34,800 274,427

11
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instruments
For the six months ended 30 June

Net loss on disposal of investments in securities
included in the loans and receivables category
Net gain on repurchase of subordinated notes

10. Income tax expense

in which the Group operates.

For the six months ended 30 June

Current income tax

- Hong Kong profits tax

- Overseas taxation

- Underprovision in prior years

Deferred income tax

- origination and reversal of timing differences
- utilisation of tax losses

12

SF-RE CTTAE
2010 2009
(136,233) -
82,784 243,983
(53,449) 243,983

Hong Kong profits tax has been provided at the rate of 16.5% (2009:
16.5%) on the estimated assessable profit for the period. Taxation
on overseas profits has been calculated on the estimated assessable
profit for the period at the rates of taxation prevailing in the countries

Deferred taxation is calculated in full on temporary differences under
the liability method using a taxation rate of 16.5% (2009: 16.5%).

SE-RE CFEAF
2010 2009
39,707 16,720
11,553 5,823

306 -

18,031 (6,798)

- 120

69,597 15,865
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11. Basic and diluted earnings per share

B A B ) T e P 4 2 ) U 4 R R R The calculation of basic earnings per share and diluted earnings per
503,700,000 7G (—F % JLAF : 300,902,000 share are based on earnings of HK$503,700,000 (2009:
Wor) KM A E AT B o RE T 3 B HK$300,902,000) and the weighted average number of 260,270,655
260,270,655 (= ZFF JUAF © 260,270,655/%) (2009: 260,270,655) ordinary shares in issue during the period. The
WA REEF-ZTFEAA=ZTHEZ share options outstanding during the periods ended 30 June 2010
ZENEANAZTHIEBNZ RATHZER and 30 June 2009 have no dilutive effect on the weighted average
R S 130 S o T 35 B AR number of ordinary shares.

Bl 4 R AC AT 10 55 Bk 12. Cash and balances with banks

Bl& RAERITIOS B
R SR A7

It S 2 “EZTNE
AZFHH TZA=+—H
As at As at

30 Jun 2010 31 Dec 2009

Cash and balances with banks 3,336,941 2,566,436
Money at call and short notice 4,732,825 8,175,443
8,069,766 10,741,879

F A BT IR 0 O B e DL A T 13.  Trading securities and financial assets designated at fair value

HICSE Bt A $1 0 rB B A

frfE MBS -
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— KB fEEE M

fHEHE MR NEREE

through profit or loss

SRR CIBAE
A=ZFHH FZA=ET—H
As at As at

30 Jun 2010 31 Dec 2009

Trading securities:
Debt securities:

- Listed in Hong Kong 1,042,276 1,051,938
- Listed outside Hong Kong - 61,348
- Unlisted 5,013,277 4,681,167

6,055,553 5,794,453

Equity securities:

- Listed in Hong Kong 5,160 -
- Listed outside Hong Kong 75,526 76,290
- Unlisted, interests in investment funds 11,329 13,225

92,015 89,515
Total trading securities 6,147,568 5,883,968

13
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13.

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

it S 23 ZERENA
AZETH FZHA=+—H
As at As at
30 Jun 2010 31 Dec 2009
EBEUATHEFHEALEBEE A Financial assets designated at fair value
B amgEE through profit or loss:
s Debt securities:
AN - Listed in Hong Kong 454,068 154,084
—FW AP LTl - Listed outside Hong Kong 1,879,499 1,684,054
—F b - Unlisted 1,551,896 1,951,634
3,885,463 3,789,672
M tEes % Equity securities:
AN - Listed in Hong Kong 104,674 69,611
—FW SN LTl - Listed outside Hong Kong 454,483 180,747
-k Ll - Unlisted 456,127 469,363
1,015,284 719,721
BEUATERHEHHEEFA  Total financial assets designated at fair value
1R 5 0 4l 7 A through profit or loss 4,900,747 4,509,393
FREHE MR s s Total trading securities and financial assets designated
PLATHER R HEZBEA at fair value through profit or loss
AFL A A 5 11,048,315 10,393,361
OFEEEEAENE Included within debt securities are:
— AR EREREES - Government bonds included
U EH in trading securities 5,901,196 5,570,751
—BANER - Certificates of deposit held 40,127 -
— HABUR % - Other government bonds 35,287 686,265
- HAbfEg S - Other debt securities 3,964,406 3,327,109
9,941,016 9,584,125

1 P TI 00025 T B 2 DA AT R
FLSLS B #2810 A 19T A

Trading securities and financial assets designated at fair value through
profit or loss are analysed by categories of issuer as follows:

i e I

R ZEENE

AHZ+H +ZH=+—H

As at As at

30 Jun 2010 31 Dec 2009

— R A g AT - Central governments and central banks 6,233,532 6,257,017
—INEHRR - Public sector entities 34,153 21,650
— $RAT Bt 4 ol A - Banks and other financial institutions 936,734 637,875
—f¥% - Corporate entities 3,653,090 3,444,399
—Hitr - Others 190,806 32,420
11,048,315 10,393,361
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14. Derivative financial instruments

The notional principal amounts of outstanding derivatives contracts
and their fair values as at 30 June 2010 were as follows:

a8/ e
ot Fai? vtﬁes
Contract/
notional Jigi g
amount Assets Liabilities
) FHEEEMRZAETE 1) Derivatives held for trading
H) SMERTETA a)  Foreign exchange derivatives
MR EAY Forward and futures contracts 80,608,830 253,165 (265,948)
FR Currency swaps 389,436 33,355 (7,807)
YN Currency options purchased and written 1,378,430 449 (428)
) FIEfETR b) Interest rate derivatives
Tl 44 4 Interest rate swaps 8,274,898 42,297 (179,311)
B il th SR A Interest rate options purchased and written 248,767 - (4,776)
MESHEEH Interest rate futures contracts 509,489 748 (355)
m) ERtETR ¢) Equity derivatives
A B o 1 Equity options purchased and written 66,449 1,553 (1,553)
T) FEEMETA d)  Credit derivatives
FRBHTHRAY Credit default swaps 234,311 4,782 (1,168)
HEEERGZ TR Total derivative assets/(liabilties)
i/ (A A5 held for trading 91,710,610 336,349 (461,346)
) HEEMERZAETR 2 Derivatives held for hedging
) HEUATERIZ a)  Derivatives designated as fair value hedges
fiETA
Fil 44 Interest rate swaps 11,565,914 206,314 (1,116,115)
SRR 2 i TR Total derivative assets/(liabilties)
&/ (85 A held for hedging 11,565,914 206,314 (1,116,115)
%) HEFHENARM AR 3 Derivatives not qualiied as hedges for accounting
R > AEEEUATFE purposes but which are managed in conjunction
st BB B A AR with the financial instruments designated at fair
SRIE-FEHEZ value through profit or loss
ik TR
Bl Currency swaps 431,927 48,605 -
Fil %41 Interest rate swaps 1,237,660 93,080 -
TEAES M Total derivative assets
i THEEAH not qualified as hedges 1,669,587 141,685 -
EHERZEEMTE Total recognised derivative financial
i/ (B At assets/(liabilties) 104,946,111 684,348 (1,577,461)
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14. Derivative financial instruments (Continued)

BMoFEENEF A=+ — B RBWHE The notional principal amounts of outstanding derivatives contracts
THAEHZARAG LHEATENT and their fair values as at 31 December 2009 were as follows:
&/ e
AREH FaiL; jaﬁes
Contract/
notional B =4
amount Assets Liabilities

1) HEHEMABRZAETRE 1)
W) SMEFETA
EHEMEEH
B
BB T o A1 T A

L) FEfFETA
kS
LINISRTIES L
FEHERH

W) HERERETA
T Bt th g

T) FEMHIETA
fFREH e H

HEEEMEZAETA
B/ (AR A3t

) HEENARZAETA Q)
W) HEUAFEHMNL
itk TR
kS

AR Z e TR
B/ (AR &3t

3) EERHEMAT AR )
i > (BB LA
it & H S B ARLER
SRTA-HERY

Derivatives held for trading
a)  Foreign exchange derivatives

Forward and futures contracts 75,225,545 233,267 (105,582
Currency swaps 464,225 3,525 (47,588)
Currency options purchased and written 1,378,430 1,660 (1,639)

b) Interest rate derivatives

Interest rate swaps 8,772,016 62,674 (149,844)
Interest rate options purchased and written 76,215 - (1,491)
Interest rate futures contracts 5,428 - (243)

¢) Equity derivatives
Equity options purchased and written 66,449 531 (531)

d)  Credit derivatives
Credit default swaps 174,485 4,151 (2,193)

Total derivative assets/(liabilities)
held for trading 86,162,793 305,808 (309,111)

Derivatives held for hedging
a) Derivatives designated as fair value hedges

Interest rate swaps 11,688,807 130,395 (909,114)

Total derivative assets/(liabilities)
held for hedging 11,688,807 130,395 (909,114)

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

it TH
s Currency swaps 448,815 66,392 -
piESR Interest rate swaps 1,233,235 91,796 -
REAIEE MRz Total derivative assets
it TRER A& not qualified as hedges 1,682,050 158,188 -
EMRZESMTRE Total recognised derivative financial
BE/ (AR A assets/(liabilties) 99,533,650 594,391 (1,218,225)
WHEMELTAZ ATHEHFCEEA R The effect of valid bilateral netting agreements has been taken into

BT LY E -

account in disclosing the fair value of derivatives.
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14.

Derivative financial instruments (Continued)

The credit risk weighted amounts of the above off-balance sheet
exposures calculated under Basel Il basis and without taking into
account the effect of bilateral netting arrangement that the Group

wr

entered into, are as follows:

It S 21 ZEENF
AHZ+FH FZA=+—H
As at As at
30 Jun 2010 31 Dec 2009
LR Derivatives
B 44 Exchange rate contracts 467,734 465,916
FRAEH Interest rate contracts 184,744 200,489
Hitna Other contracts 8,473 6,299
660,951 672,704
U 883k B Ak H 15.  Advances and other accounts
e S 218 “EENF
AA=ZFR FZA=+—H
As at As at
30 Jun 2010 31 Dec 2009
KFRH AR Gross advances to customers 65,210,949 57,165,159
RAT R Gross advances to banks 150,000 150,000
(65,360,949 57,315,159
HAh e Other assets
— MBS ALLRZ EIGHIE - Amounts receivable arising from sale of securities
pending for settlement 299,591 -
— oAb R B TS FOE - Other accounts receivable and prepayments 2,713,266 2,606,802
_avmas 2605502
ek BEER Less: impairment allowances
— {5l ¥ A - Individually assessed (202,759) (817,017)
— BEAREY - Collectively assessed (360,943) (358,212)
_____ (563,702 (675,229
AR TE R R RO 2 Investments in securities included in the loans
BHEEE (Wit ++t) and receivables category (Note 17) 7,584,301 8,799,348
EHEH LM E Advances and other accounts 75,394,405 68,046,080
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15. Advances and other accounts (Continued)

() #7822 FF EHHE (LIER (a)  Gross advances to customers by industry sector classified
JH 7 e L2 I8 A0 R I 1 B 4 [ according to the usage of loans and analysed by percentage
aH7) covered by collateral

TR0 H

BNEoA
ES §

- WEEE
—Elt%
-BEER

-~ MEATER
- R

— 8RR
~REED

— Bl

— A

{iIN

-WRIEEALEH]
RAZRJE B &

(HEEHE )
B HE
o R RS
- FHE
f

St TiF
fue

EREL RN ER
HAME
TE7 i DLSME T B £53%

ZE-BEANZN SEFNEFZAZTH
As at 30 Jun 2010 As at 31 Dec 2009
SR BHAET
350 0 R B KA R
ZHAE ZuMl
% of gross % of gross
RURL B advances FERER advances
Outstanding covered Outstanding covered
balance by collateral Balance by collateral
Loans for use in Hong Kong
Industrial, commercial and financial
- Property development 979,222 78.0 611,218 65.0
- Property investment 12,480,071 92.7 11,209,001 89.2
- Financial concerns 509,864 56.0 333,243 47.7
- Stockbrokers 67,691 35.0 52,265 100.0
- Wholesale and retail trade 956,077 95.4 1,001,216 96.3
- Manufacturing 773,793 94.8 657,570 86.9
- Transport and transport equipment 3,611,384 96.5 3,207,328 97.4
- Recreational activities 229,204 49.6 157,565 -
- Information technology 2,479 89.0 902 422
- Others 2,317,678 94.1 1,847,970 92.7
21,927,463 91.5 19,078,278 89.0
Individuals
- Loans for the purchase of flats in Home
Ownership Scheme, Private Sector
Participation Scheme and Tenants
Purchase Scheme 1,295,918 100.0 1,398,373 100.0
- Loans for the purchase of other
residential properties 11,027,034 99.9 10,462,174 99.9
- Credit card advances 3,223,932 - 3,173,620 -
- Others 7,660,111 67.6 6,510,864 62.9
23,206,995 75.4 21,545,031 74.0
Loans for use in Hong Kong 45,134,458 83.2 40,623,309 81.0
Trade finance 3,928,675 68.7 3,136,776 068.4
Loans for use outside Hong Kong 16,147,816 mn.7 13,405,074 83.3
65,210,949 79.5 57,165,159 80.9

18



(+#) FEEFRRILBIKRE 4) 15.  Advances and other accounts (Continued)
(H) HATEPB 2 57 B (L Es (a)
JHAE G T LI SZ I 0 AR B G B 50 1
) ()

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

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

For each industry sector reported above with loan balance
constituting 10% or more of the total balance of advances to
customers, the attributable amount of impaired loans, overdue

BUEEHEDT loans, and individually and collectively assessed loan
impairment allowances are as follows:
ZE-BERAAZTH
As at 30 Jun 2010
e bk
kR
MB=WA W B
Gross WM MM
advances Individually Collectively
FEBLS  WEBK  overduefor  assessed  assessed
Outstanding Impaired over3 impairment impairment
Balance loans months  allowances allowances
TABEMMER  Loans for use in Hong Kong
T4 Industrial, commercial and financial
E 4 - Property investment 12,480,071 - - - 63,380
DN Individuals
-EE T — Loans for the purchase of other
MEEH residential properties 11,027,034 4,131 6,039 465 9,064
SRRAETAZ TR
As at 31 Dec 2009
B
BB={EA AT HAWM
Gross  WUMER  BEEMRE
advances  Individually  Collectively
FEBRER O BEER  oveduefor  assessed  assessed
QOutstanding Impaired over3  impairment  impairment
balance loans months  allowances  allowances
EFEEAMET  Loans for use in Hong Kong
TH&H Industrial, commercial and financial
-YERE - Property investment 11,209,001 15,802 - 1,063 60,825
PN Individuals
—-REMEE — Loans for the purchase of other
WERK residential properties 10,462,174 6,765 8,406 1,358 8,836
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15.

Advances and other accounts (Continued)

(b)  Non-bank Mainland exposures

ZZ-BEANAE1H
As at 30 Jun 2010
VR
BEAKEN  HEAEED A
i 35 5 i B 8 Individually
On-balance Off-balance assessed
sheet sheet il ] impairment
P EER L Type of counterparties exposure exposure Total allowances
oK B 1 Mainland entities 4,366,322 899 4,367,221 5,281
Hh B KR SMA Companies and individuals outside Mainland
RN T ROEH  where the credits are granted for use
T B K £ in the Mainland 7,506,086 475,835 7,981,921 113,622
Kbz A #FmLER  Other counterparties the exposures to whom
WAERBBRERITE  are considered by the Group to be non-bank
%F R Mainland exposures 211,004 - 211,004 -
ZZFNETZAZT—H
As at 31 Dec 2009
TRAIFEAR
BEAREN  EEAEREN W
it R ity i Indlvidually
On-balance Off-balance assessed
sheet sheet ARE impairment
ZhHHFER Type of counterparties exposure exposure Total allowances
K B Mainland entities 3,046,123 - 3,046,123 -
S K RE DASMA R Companies and individuals outside Mainland
RAA > T¥ RMEF  where the credits are granted for use
T K B £ in the Mainland 5,543,273 578,204 6,121,567 164,245
HieHEFMELRR  Other counterparties the exposures to whom
WAZRBBERERTE  are considered by the Group to be non-bank
KPRk Mainland exposures 214,212 - 214,212 -

Witat + bl B R BR AR G4 % 5 A AR

RAMEEFREZ 28 -

Note: The balances of exposures reported above include gross
advances and other balances of claims on the

customers.
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Advances and other accounts (Continued)

()

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

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

The following table analyses gross advances to customers by
geographical area.

it S 2 ZEENE
AAZFHH +-A=+—H
As at As at
30 Jun 2010 31 Dec 2009

R &A% Gross advances to customers
— & — Hong Kong 55,470,403 48,779,171
— - China 3,032,391 1,479,379
4 - Macau 6,066,100 6,151,486
—HAb - Others 642,055 755,123
65,210,949 57,165,159

REEB—REANA=ZTHRE-ZEEN
E+TA=Z+—H - EHEERES
R R BLA LB E G R E R
BRBETRET AT
AT o
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In relation to the Group’s impaired advances and overdue
advances, over 90% of the outstanding balance as at 30 June
2010 and 31 December 2009 were classified under Hong Kong
after taking into account the effect of transfer of risk.
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Advances and other accounts (Continued)
(d)  Impaired, overdue and rescheduled assets

Apart from the investments in certain securities included in
the loans and receivables category described in Note 17, other
assets of HK$639,000 (31 December 2009: HK$639,000)
against which full individual impairment had been made, and
advances to customers (as set out below), there were no
advances to banks or other assets which were individually
impaired, overdue for over 3 months or rescheduled as at 30
June 2010 and 31 December 2009. In respect of advances to
customers, the relevant amounts are analysed below.

(i) Impaired loans

i ZETIE
AAZFR +ZA=EtTH
As at As at
30 Jun 2010 31 Dec 2009
Impaired loans and advances to customers
- Individually impaired (Note (1)) 334,725 529,399
- Collectively impaired (Note (2)) 13,195 17,767
347,920 547,166
Impairment allowances made
- Individually assessed (Note (3)) (202,120) (316,378)
- Collectively assessed (Note (2)) (12,470) (16,941)
(214,590) (333,319)
133,330 213,847
Fair value of collaterals held* 135,715 215,614
Impaired loans and advances as a % of total loans
and advances to customers 0.53% 0.96%

Fair value of collateral is determined at the lower
of the market value of collateral or outstanding
loan balance.

Note:

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

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

(8)  The above individual impairment allowances were
made after taking into account the value of
collaterals in respect of such advances as at 30
June/31 December.
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(T) Mfd - AR R A A B () (d)

(i) R R B AR

FERFFEZRAHE > Gross advances to customers which

- have been overdue for:
-ZWAMULE - six months or less but over three
A A months
~AMHAULEZE—MF - one year or less but over six
months
——fDE ~ over one year
HIEME MBI Market value of securities held against
B 90 4 g 7l (L the secured overdue advances
HiEMm e Secured overdue advances
EisiRiluhil ¢ N Unsecured overdue advances
1 L (e Individual impairment allowances

(i) HEMEF(CMBREETRE
=0 A DA & o 0 K 2 B
)
BEAER Rescheduled advances
W A Impairment allowances
(%) o a1 7 4 (e)
AEEFFA I BT -
oyl Nature of assets
L/ - Repossessed properties
—HAb - Others
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Advances and other accounts (Continued)

Impaired, overdue and rescheduled assets (Continued)

Gross amount of overdue loans

(i)

fhi% P % % F &

R BEEML “ETHE AEEM

AZTH 9% of total TZH=1—H % of total

As at advances to As at advances to

30 Jun 2010 customers 31 Dec 2009 customers

69,986 0.10 102,346 0.18

50,283 0.08 185,079 0.32

253,266 0.39 267,141 0.47

373,535 0.57 554,566 0.97
245,525 350,867
182,518 256,960
191,017 297,606
179,352 282,455

Rescheduled advances net of amounts included in
advances overdue for more than 3 months

(i)

1hi% P& 6% F &3
“R-F BEEML ZEENEF BB
A=TH % of total T -H=+—H % of total
As at advances to As at advances to
30 Jun 2010 customers 31 Dec 2009 customers
221,141 0.34 236,637 0.41
20,550 24,242
Repossessed collateral
Repossessed collateral held is as follows:
It S 21 “EZTNE
ANZETH FZHA=+—H
As at As at
30 Jun 2010 31 Dec 2009
80,594 49,109
1,023 8,240
81,617 57,349
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fiemT it BRI R E A 2

[ErEie

— {1 AR

— BB A B I

L 30 5 4 A

T 5 T B 0 280 B I

TR 2 38 4

A8 B B0 e A i — TE % — &
=+ B IR EH £92,647,0008 T (—EE fL4
FZH=+—H 102,758,000 7T) 2 #& %
BEMmME > SR ER _FZNFET A
=1 — A B BEEEE B R AR -

advances to banks and other accounts

At 1 January 2010

Impairment losses (reversed)/charged

Loans written off as uncollectible

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

Exchange and other adjustments

At 30 June 2010

At 1 January 2009

Impairment losses charged

Loans written off as uncollectible

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

Exchange and other adjustments

At 31 December 2009

category

Investments in securities reclassified
from the available-for-sale category
- At fair value under fair value hedge

(for hedging interest rate risk)
- At amortised cost

Individual impairment allowances

Investments in securities classified as loans
and receivables upon initial recognition

>l

FEAA
%

e

24

Impairment allowances against advances to customers,

LV R A
Individually Collectively it
assessed assessed Total
317,017 358,212 675,229
(12,260) 47,060 34,800
(113,153) (69,358) (182,511)
11,100 25,011 36,111
55 18 73
202,759 360,943 563,702

fRAIFEA LA
Individually Collectively At
assessed assessed Total
550,909 298,645 849,554
176,416 233,303 409,719
(404,718) (227,818) (632,536)
9,841 54,083 63,924
(15,429) - (15,429)
2) (1) (3
317,017 358,212 675,229

Investments in securities included in the loans and receivables

=
ANZETH FZHA=+—H
As at As at

30 Jun 2010 31 Dec 2009
5,354,013 6,509,995
1,914,914 1,989,010
7,268,927 8,499,005
(1,610) (1,893)
7,267,317 8,497,112
316,984 302,236
7,584,301 8,799,348

The individual impairment allowances were made in respect of an
investment in a security with a carrying value of HK$92,647,000 at
30 June 2010 (31 December 2009: HK$102,758,000) which was
assessed as individually impaired since 31 December 2009.
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Investments in securities included in the loans and receivables
category (Continued)

Investments in securities classified as loans and receivables upon
initial recognition were overdue at the time of recognition. As at 30
June 2010 and 31 December 2009, these investments were overdue
for more than one year.

Investments in securities included in the loans and receivables

Franms - category are analysed as follows:
e S 28 ZEENEF
AA=Z+HH +ZA=1+—H
As at As at
30 Jun 2010 31 Dec 2009
R E S Debt securities:
— &L - Listed in Hong Kong 685,582 655,689
—F LA BT - Listed outside Hong Kong 6,335,031 7,614,833
-k Ll - Unlisted 565,298 630,719
7,585,911 8,801,241
B < M7 0 2 A Less: individual impairment allowances (1,610) (1,893)
7,584,301 8,799,348
LiidE A Market value of listed securities 6,010,603 6,415,120

RAE-FBENAZTHE EEAFET
ZAZtT—H, FEREARELSHBA
0l A0 5 A

As at 30 June 2010 and 31 December 2009, there were no certificates
of deposit held included in the above balances of investments in
debt securities.

It S 21 “ZTNE
AHZ+HH TZA=T—H
As at As at

30 Jun 2010 31 Dec 2009

TR B R LR IE B 2 %% Investments in securities included in the loans and receivables
BRI BTHRMEN AT © category are analysed by categories of issuers as follows:

— $RAT B 4 A A - Banks and other financial institutions 4,118,583 4,729,417
—f%¥ - Corporate entities 3,467,328 4,071,824
7,585,911 8,801,241
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() w4 B8 4 18.  Available-for-sale securities

ZR-RE ZETNEF
AHZ+TH FZH=+—H
As at As at

30 Jun 2010 31 Dec 2009

EHE Debt securities:
Al - Listed in Hong Kong 334,889 381,931
—FB LS LT - Listed outside Hong Kong 4,712,382 4,329,625
-k b - Unlisted 8,110,565 7,231,327
13,157,836 11,942,883
fEamtEEs Equity securities:
AN - Listed in Hong Kong 183,431 149,012
— BB LT - Listed outside Hong Kong 161,947 188,961
—F ki - Unlisted 546,357 620,168
891,735 958,141
Al Total available-for-sale securities 14,049,571 12,901,024
AR -FEANAZTHREZFFEILF T As at 30 June 2010 and 31 December 2009, there were no certificates
—A #ﬁ‘ H > tﬂﬁ%%#&ﬁ%ﬁé}ﬂq of deposit held included in the above balances of investments in
7 408 615 B A AR KRS o debt securities.
e Sy £2 ZEENE
AHZ+H +ZH=+—H
As at As at

30 Jun 2010 31 Dec 2009

T {3 845 5 2 B AT R AR R Available-for-sale securities are analysed by

AR categories of issuers as follows:

— h LI R SRR AT - Central governments and central banks 4,622,739 2,841,211
— R - Public sector entities 61,002 426,487
— 1T R H A 4 R - Banks and other financial institutions 4,662,565 4,759,879
- % - Corporate entities 4,701,737 4,871,919
—Hfts - Others 1,528 1,528
14,049,571 12,901,024
REBEE_Z—THEANA=ZTHIEAEA In the six months ended 30 June 2010, the Group did not reclassify
LN e {xﬁﬂ’f:TﬁEtﬂ JER o o AT any investments in securities out of the available-for-sale category
ﬁnﬁ#?’i% TEEREANAZTH AW (six months ended 30 June 2009: investments in securities with a
CHRMUERSBAZ NS EEAR total market value at the time of reclassification of HK$1,640,590,000
1 640,590,000 7T & 3,259,762,000%5 JC Z 7] and HK$3,259,762,000 were reclassified from the available-for-sale
1 R s #Tﬁ%‘%ﬁﬁﬁﬂi%ﬁﬁ#ﬁﬁ% category into the loans and receivables category and the held-to-

R R Mk TE A AR F B A BT maturity category respectively).
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() HEAMBE R 19.
EHEE Debt securities:
— ik L - Listed in Hong Kong
—HWLIN LT - Listed outside Hong Kong
et il - Unlisted
Lz HiE Market value of listed securities

RoZ—FEANAZTHR-ZZNEL
“H=E1H s BB E R RS R R
S 8 60 45 45 77 B o

Held-to-maturity securities

e S 21 ZEZTHE
AHZ+FH FZA=+—H
As at As at

30 Jun 2010 31 Dec 2009

194,200 193,414
6,453,038 6,114,930
2,084,004 2,493,938
8,731,242 8,802,282
6,105,394 5,846,622

As at 30 June 2010 and 31 December 2009, there were no certificates
of deposit held included in the above balances of investments in
debt securities.

SR-BE CERNE
ANEFTE FZA=T—H
As at As at

30 Jun 2010 31 Dec 2009

Fo 2 50 2 e BT R AR Held-to-maturity securities are analysed

ST by issuer as follows:

— L A R R R T - Central governments and central banks 1,246,201 1,100,627

—AEE - Public sector entities 202,220 201,555

— 8RAT B A A AR A - Banks and other financial institutions 4,980,708 5,236,412

% - Corporate entities 2,302,113 2,263,688
8,731,242 8,802,282

(24 i e i 2 5% 2

(F) < i T {4 ity B 350 1) B 7 7
Bk KA sk T

WEZE-FEANA =1 H ILAWEA
A 3 S AF i) 3 o

A BRI AL 2 o 3 A Tk
A P B A A R M A TR
ZEMERE > ZEEHMBZEME
ER-E—FENAZTHZATE
Je BT (5 7l £56,352,923,00086 7T (T %
FHEFH=+—H : 6479,160,000
W 0) F17,536,984,000 7T (—FF JL4E
TZA=+—H : 7681,711,000#&7C) °

A 38 T 7 3 o 309 A Sl 5 4 L
T it BB P E R B E R K
FEMCHR IR > A RE 25 R IR 2 T4
el _—Z—-FFAA=ZTHED
927,875,000 7t (—ZFZJLFE+ A
=+—H :926,757,000% T) °

(Z) & REEEL N TEq AR E At
A B 2 BT 7 T e )

WEZE-FEAA=ZTHIEAMA
T S 1A o R

HRTER 2 B 0N LA TR
B B HS B A8 2580 b
Bt e g E  uSE
WAz EMEREN - F—FEANHA
= B 2B KR TENE £5 558,044,000
WL (CERNEF A=+ —H
614,570,000 7T ©

20.

Reclassification of financial assets

(@)

(b)
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Financial assets reclassified out of the available-for-sale
category into the loans and receivables category

No reclassification was made in the six months ended 30 June
2010.

In relation to the financial assets reclassified from the available-
for-sale category into the loans and receivables category in
the prior reporting periods, the fair values and carrying values
of these reclassified financial assets as at 30 June 2010 are
HK$6,352,923,000 (31 December 2009: HK$6,479,160,000)
and HK$7,536,984,000 (31 December 2009:
HK$7,681,711,000) respectively.

If reclassification of financial assets from the available-for-sale
category into the loans and receivables category in the prior
reporting periods had not taken place, the revaluation reserve
in equity would have decreased by HK$927,875,000 as at 30
June 2010 (31 December 2009: HK$926,757,000).

Financial assets reclassified out of the fair value through profit
or loss category into the available-for-sale category

No reclassification was made in the six months ended 30 June
2010.

In relation to the financial assets reclassified from the fair value
through profit or loss category into the available-for-sale category
in the prior reporting periods, the fair values and carrying values
of these reclassified financial assets as at 30 June 2010 are
HK$558,044,000 (31 December 2009: HK$614,570,000).
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21. Premises and other fixed assets

Six months ended 30 June 2010

Opening net book amount
Additions

Disposals

Depreciation charge (Note 7)

Closing net book amount

At 30 June 2010
Cost/valuation
Accumulated depreciation

Net book amount

Year ended 31 December 2009

Opening net book amount

Additions

Disposals

Recovery of previous revaluation deficits
Revaluation surplus

Depreciation charge

Closing net book amount

At 31 December 2009

Cost/valuation
Accumulated depreciation

Net book amount

IR~ Wil
R
Furniture,
Equipment
and
iy motor At
Premises vehicles Total
2,244,479 182,052 2,426,531
- 21,421 21,421
(113,509) (571) (114,080)
(33,529) (29,110) (62,639)
2,097,441 173,792 2,271,233
2,130,671 491,570 2,622,241
(33,230) (317,778) (351,008)
2,097,441 173,792 2,271,233
1,890,718 178,976 2,069,694
- 62,837 62,837
(3,968) (2,186) (6,154)
1,453 - 1,453
411,918 - 411,918
(65,642) (57,575) (113,217)
2,244,479 182,052 2,426,531
2,244,670 483,772 2,728,442
(191) (301,720) (301,911)
2,244,479 182,052 2,426,531

R 2 AT ) e DR i 305 R (LR MR T A o
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The Group’s premises were last revalued at 31 December 2009.
Valuations were made on the basis of open market value by
independent, professionally qualified valuer Savills (Valuation and
Professional Services) Limited for premises in Hong Kong and
Mainland China, and by Savills (Macau) Limited for premises in Macau.
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BHEWE 22.  Investment properties
/4 At beginning of the period/year

i Additions

& Disposals

EHAFAER G Fair value gains on revaluation

/xR At end of the period/year

A B BRI 2 A R R I
T A =4 T > SURE A B B
A 0 A — R SO A O (% S
B) A PR 2> w) GBI oz % 7 8 B B A 2 3
G B —ARCFEAER GRP) B RA
(BEAL A TR 2 4% B 38) 48 4 B i 353 A

% Fdeak

TR SR A AR AT 3K

SEM R R A

23.

L
R4 €
AAZTHIE ZEZNF
AMA TZA=t+—ALE
Six months R
ended Year ended
30 Jun 2010 31 Dec 2009
568,659 459,304
215,859 118,007
(114,001) (81,959
- 73,307
670,517 568,659

The Group’s investment properties were last revalued at 31 December
2009. Valuations were made on the basis of open market value by
independent, professionally qualified valuer Savills (Valuation and
Professional Services) Limited for investment properties in Hong Kong
and Mainland China, and by Savills (Macau) Limited for investment

properties in Macau.

Deposits from customers

Demand deposits and current accounts
WERER Savings deposits
Time, call and notice deposits

AT MAEXR 24. Certificates of deposit issued
HEUATEF2BIHLEE) Designated at fair value through
FFA RS profit or loss
e SRUIDAIE:E /N At fair value under fair value hedge
1) = (for hedging interest rate risk)
R A TR At amortised cost

AR BT M BB AT R AGE RI R A A
ol o Y S T 1 a3
19,000,000% ¢ (—FFNFE+H =1+ —
H : {%18,000,000%# 55) °

SR-RE CETE
AZFHH FZA=T—H
As at As at

30 Jun 2010 31 Dec 2009
11,110,688 12,358,269
13,429,942 14,040,614
64,100,638 61,971,188
88,641,268 88,370,071
e 4 SRENK
AAZFH TZA=+—H
As at As at

30 Jun 2010 31 Dec 2009
502,633 520,790
1,486,313 686,513
698,318 852,707
2,687,264 2,060,010

The amount that the Group would be contractually required to pay at
maturity to the holders of these certificates of deposit is
HK$19,000,000 lower (31 December 2009: HK$18,000,000 lower)

than the above carrying amount.
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25. Subordinated notes

e 2 213 ZEENEF
A=ZHE FZA=t+—H
As at As at
30 Jun 2010 31 Dec 2009
150,000,000 Tt — % — TL4F US$150,000,000 Subordinated Floating Rate
B BR R (F (F)) Notes due 2015 (Note (a)) - 1,163,235
150,000,000% 7 it & —+L 4 US$150,000,000 Subordinated Fixed Rate
B E BEREREY (#(2) Notes due 2017 (Note (b)) 1,185,175 1,145,786
150,000,000 Tt % — 4 US$150,000,000 Subordinated Floating Rate
I 02 B B G (7)) Notes due 2016 (Note (c)) 1,167,660 1,163,235
225,000,000 TGt —%F ZF 4 US$225,000,000 Subordinated Fixed Rate
B E BB AEH GE(T)) Notes due 2020 (Note (d) 1,870,940 -
200,000,000% J¢ 7€ Bk A K US$200,000,000 Perpetual Subordinated
B (2L (R) Fixed Rate Notes (Note (8) 506,431 1,129,979
4,730,206 4,602,235
HE A FERE B EE) Designated at fair value through
AR profit or loss 1,185,175 1,145,786
e SRUIDIIRE /N S At fair value under fair value hedge
B (for hedging interest rate risk) 2,377,371 1,129,979
TR A TR At amortised cost 1,167,660 2,326,470
4,730,206 4,602,235
it Note:
(H) BT R M RAT A IRA B (TRBRAT)) (@)  This represented US$150,000,000 Subordinated Floating Rate

RoFEFEHENA -+ BB
150,000,000 JC7E Ji 7% 4828 5 T -1
A 5 B BRI B AR i AR A
([EFD) o WEEHMR T —H4F
HANHIE - BEHEEA A =T
—ZERLANH - KEHTENR -F
—BENAZTH A A R
UL o

W KRB RTR ZFZHAENA A
H 817 2 150,000,000 TT.4F £.5.451%
T JE AR 828 5 ir b T 36w R B
RN E A EER (K] o 1o
BHEKER -FE—LENA+/AH
W mENEERE T~ 4 NAH
TAH o l#fTH EHEEnREE
H EELRENT—E LA
Bk o 21 MEFRTEERFEE
BHBEE > EHE0HEEET A
HAEMEEEEER LSRN =+
B o HEAEECBMERR ([Fi
SR ]) I - KR AT T i
FEVERE 2 B ol B RS E ph R RLE A 3R
H DA S 1 {3 (0 ) B A R 3B 4r)
W o KB RITIRE B — B B8R 1T 5T o
2R 0 40 306 (S 10 1 RS i
B DL T AT IR 207 B B SRR R B
FBAFEK o
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Notes qualifying as Supplementary capital of Dah Sing Bank,
Limited (“DSB”) issued on 29 April 2005 (the “Notes”), which
were listed on the Luxembourg Stock Exchange. The Notes
had a maturity date of 6 May 2015 with an optional redemption
date falling on 6 May 2010. DSB had fully repaid the Notes in
the six months ended 30 June 2010.

This represents US$150,000,000 5.451% Subordinated Fixed
Rate Notes qualifying as Supplementary capital of DSB issued
on 18 August 2005 (the “Notes”), which are listed on the
Luxembourg Stock Exchange. The Notes will mature on 18
August 2017 with an optional redemption date falling on 18
August 2012. Interest at 5.451% p.a. is payable semi-annually
from the issue date to the optional redemption date. Thereafter,
if the Notes are not redeemed, the interest rate will be reset
and the Notes will bear interest at the then prevailing 5-year
US Treasury rate plus 220 basis points. DSB may, subject to
receiving the prior approval of the Hong Kong Monetary
Authority (“HKMA”), redeem the Notes in whole but not in part,
at par either on the optional redemption date or for taxation
reasons on interest payment date. An interest rate swap
contract to swap the fixed rate payment liability of the Notes
to floating interest rate based on LIBOR has been entered into
with an international bank.
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H 847 2.225,000,0003% TC7E 5 0 9 38
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RBE-F-FEASA=1THIEAMHE
AN > FOBERAT 4 11 A 7] 4 58 0
SRR AT 1 ] % A4
£75,000,0005 70 2 S E 5 (B E
ZERAENH=FTHIEAMA © BT
T [0 [ 4 367K 4 U5 570,000,000
ETXZWHER > AR
EE A E RS R 2 IR
EESY o A W K B A E
CEBOFAGZAWERZ [HE K
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T o

WoZE-FENA=ZTH  WEEE
J@z%ﬁﬁz%$%@ﬁ
55,000,000 70 (ZZFZJLEFT H=
+—H: 130,000,000%71: o

25.

Subordinated notes (Continued)

Note: (Continued)

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

This represents US$225,000,000 Subordinated Fixed Rate
Notes qualifying as Supplementary capital of DSB issued on
11 February 2010 (the “Notes”), which are listed on the
Singapore Stock Exchange Securities Trading Limited. The
Notes will mature on 11 February 2020. Interest at 6.625%
p.a. is payable semi annually. An interest rate swap contract
to swap the fixed rate payment liability of the Notes to floating
interest rate based on LIBOR has been entered into with an
international bank.

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

In the six months ended 30 June 2010, DSB repurchased a
portion of the Notes with a total notional principal of
US$75,000,000 at a discount after unwinding an identical
notional amount of interest rate swap (six months ended 30
June 2009: a portion of the Notes with a total notional principal
of US$70,000,000 was repurchased at a discount). Such
repurchased Notes were cancelled after receiving prior
approval of the HKMA. The difference between the carrying
amount of the liability and the consideration paid is included
under “Net (loss)/gain on disposal and repurchase of other
financial instruments” in the consolidated income statement.

As at 30 June 2010, the remaining outstanding notional
principal of the Notes is US$55,000,000 (31 December 2009:
US$130,000,000).
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25. Subordinated notes (Continued)
A 45 10 7 U 55 15 0 RS B 30 IR 4 0 R A The amount that the Group would be contractually required to pay at
19 4 BRI DA L i 51 2 B i 11K 215,000,000 maturity to the holders of these subordinated notes is
T(—EZEZNLF+_H=+—H : & HK$215,000,000 lower (31 December 2009: HK$104,000,000 lower)
104,000,000 7C) ° than the above carrying amount.
bR H K Wi 26. Other accounts and accruals
It S 23 ZEENEF
AA=Z+HH TZA=T—H
As at As at
30 Jun 2010 31 Dec 2009
B L 5 1 o 5 R 2 MBS IR Amounts payable arising from purchase of
securities pending for settlement 25,236 -
oA AT R AR SO Other accounts payable and accruals 3,699,210 3,814,136
3,724,446 3,814,136
27. Reserves
“R-RA “EFAE
AAZFH FZHA=+—H
As at As at
30 Jun 2010 31 Dec 2009
i) Reserves
Tt Share premium 1,551,426 1,551,426
TRE B A Retained earnings 8,908,064 8,380,833
TR R Premises revaluation reserve 1,027,074 1,048,187
BEE R Investment revaluation reserve (539,925) (638,819)
VE S it £l Exchange reserve 55,868 49,120
— il General reserve 484,289 484,289
11,486,796 10,875,036
AR R B AR 2 R R Proposed dividend included in retained earnings 52,054 -

ASEE 2 BB RATA A KHIRIT K
WHHRIT A RA R (TEHRAT)) » ARA
FHMITEGOUFEHEEHRENZH
o MERREERM o M —FEAA=
+H > RFSRTLYHRTENA A
B el i B FR B B R 3 A2 393,481,000
B(ZEZZALFE+T_HA=1+—8":
305,774,000 76) % 20,321,000% 7T (—ZF %
JUE+ZHA=+—H :18,343,000% 1) 24
BIERTEEME] EEREZE2E 5
WA G W H RS R EAT
FEE o

The Group’s Hong Kong banking subsidiaries, DSB and MEVAS Bank
Limited (“MEVAS”), are required to maintain regulatory reserve to
satisfy the provisions of the Hong Kong Banking Ordinance for
prudential supervision purposes. At 30 June 2010, each of DSB and
MEVAS had earmarked a regulatory reserve of HK$393,481,000 (31
December 2009: HK$305,774,000) and HK$20,321,000 (31
December 2009: HK$18,343,000) in the consolidated general reserve
and retained profits respectively. Movements in the regulatory reserve
are made directly through equity reserve and in consultation with the
HKMA.
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Contingent liabilities and commitments
(@) Capital commitments
Capital expenditure in respect of project and acquisition of

fixed assets at the end of the reporting period but not yet
incurred is as follows:

e S 28 ZEFNE
AEER FEASH
As at As at

30 Jun 2010 31 Dec 2009

(R R4 2 PR L Expenditure authorised but not contracted for 1,721 97
B AR B4 2 B0 Expenditure contracted but not provided for 107,726 92,823

109,447 92,920
15 R IE (b)  Credit commitments

ALBEE A ERIVRERETEF
Z & TR & 8 &8 R SRR
RN T

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

FREH
Contract amounts
SE-BE EZTIE
AN=EFTH FZA=t+—H
As at As at
30 Jun 2010 31 Dec 2009

HEFEERER Direct credit substitutes 529,961 628,899
B 5 M B 2 SR TEH Transaction-related contingencies 16,499 14,104
BB 5 M 2 SRR B Trade-related contingencies 518,378 536,962
WEMEHIGET AT % Commitments that are unconditionally cancellable
A 2 R without prior notice 31,679,722 32,030,819
HAh RS - LEABIRE @ Other commitments with an original maturity of:
— b —4F - Under 1 year 5,894,619 3,859,558
——F R L -1 year and over 1,528,511 933,340
B Forward forward deposits placed 24,526 61,508
40,192,216 38,065,190
55 % L 6 4
Credit risk weighted amount
e St 218 ZEENF
AZEFTH tZA=+—H
As at As at
30 Jun 2010 31 Dec 2009
IR B E Sk Contingent liabilities and commitments 1,935,527 1,459,809
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(N geh s kR () 28. Contingent liabilities and commitments (Continued)

()

(1)

EfEHEMZ GE c)  Assets pledged
I kR R A A Y Assets pledged as collateral with the HKMA and with unrelated
HFHEERRFRES R & financial institutions under repurchase agreements are as
P follows:
It S 2 “EENIF
ANZETH FZHA=+—H
As at As at
30 Jun 2010 31 Dec 2009
BERE RG22 #ER Trading securities 1,994,645 4,689,792
T it 3 2 Available-for-sale securities 764,003 781,976
REIMESR Held-to-maturity securities 110,787 148,065
WIFAEHBELGRIES Investments in securities included in the loans
ZHHERE and receivables category 17,504 93,603
2,886,939 5,713,436
HE T B RE (d)  Operating lease commitments
WAL A AR > HOR TR 2% Where a Group company is the lessee, the future minimum
28 RE B R A AE S AT 2 IR B lease payments under non-cancellable building operating
fT AT leases are as follows:
It S 2 “EENIF
ANZETH FZHA=+—H
As at As at
30 Jun 2010 31 Dec 2009
—EPIN Not later than 1 year 89,316 86,430
—FEUBEEE Later than 1 year and not later than 5 years 110,117 115,061
HEE Later than 5 years 67,327 33,392
266,760 234,883
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At 30 June 2010

Assets
(ash and balances
with banks
Placement with banks
maturing between one
and twelve months
Trading securities
Financial assets designated
at fair value through
proft or loss
Derivative financial instruments
Advances and other accounts
Available-for-sale securities
Held-to-maturity securties
Investment in an associate
Investments in jointly
controlled entities
Goodwil
Infangiole assets
Premises and other fixed assets
Investment properties
Current income tax assets
Deferred income tax assets
Value of in-force long-term fe
assurance business

Total Assets

Liabilities

Depostts from banks

Derivative financial instruments

Tracing liabiities

Depostts from customers

Certificates of deposit issued

Subordinated notes

Other accounts and accruals

Current income tax liabilties

Deferred income tax liabilties

Liabilties to policyholders
under long-term insurance
contracts

Total Liabilities

Net liquidity gap

29. Maturity profile

The table below analyses the Group’s assets and liabilities into relevant
maturity groupings based on the remaining period at the end of the
reporting period to the contractual maturity date or, where applicable

the earliest callable date.

~HADLE  ZHARE  -EBE
ZRAKDT gk #hik
WOEE —MASHT  3months or Over Over  TARE

Repayable on Upto lesshutover 3monthsto  1yearto Over  SEMAN wit
demand 1 month 1 month 1 year 5years 5 years Indefinite Total
3571609 4,383,096 115,061 - - - - 8,069,766
- - 2,245%9 712512 - - - 29
- 349236 2366819 2815894 515,849 7,155 92,015 6,147,568
- 7,006 4293 105177 1,199973 2569014 1,015284 4,900,747
- 115,618 66,300 184,617 128,763 188,550 - 684,348
6,348,718  6,158362 4760055  7,688937 23,631,113 25912873 804,347 75,394,405
- 387208 2102914 274344 2,023,581 2,959,660 932,752 14,049,571
- 757,679 409,765 878268 4289000 2,396,530 - 873,242
- - - - - - 1405659 1,405,659
- - - - - - 61,441 61,441
- - - - - - 950,92 950,992
- - - - - - 131,684 131,684
- - - - - - M8 221128
- - - - - - 670,517 670,517
- - - 22,181 2,399 - - 24580
- - - - 23,464 - - 23,464
- - - - - - 1574742 1574742
9920327 15058220 12,050,246 15,151,087 31,814,142 34004382 10,000,666 128,029,070
33,953 36,691 709,679 589,181 233,532 - - 1,603,036
- 159,676 44,862 87,702 238,195 1,047,026 - 1577461
- 1386210 1319254 1,726,550 82,904 - - 4514918
24636885 31,019,725 18,330,593 13,169,210 1,252,664 172,191 - 88,641,268
- 81,265 19776 1,906,958 627,935 51,330 - 2,687,264
- - - 1167660 1,185,175 2,377,371 - 4730206
1,204,993 743,808 633,858 305,751 416,069 - 49967 3,724,446
- - - 34,845 - - - 34,845
- - - 312 16,591 - - 16,903
- - - - - - 5519600  5519,600
26875831 334873715 21,058,022 18988169 4,053,065 3647918 5939567 113,049,947
(15955504 (18,429,155  (9,007,776) (3,837,089 27,761,077 30,386,464 4,061,099 14,079,123
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At 31 December 2009

Assets
Cash and balances
with banks
Placement with banks
maturing between one
and twelve months
Trading securities
Financial assets designated
at fair value through
profit or loss
Derivative financial instruments
Advances and other accounts
Available-for-sale securities
Held-to-maturity securities
Investment in an associate
Investments in jointly
controlled entities
Goodwl
Intangible assets
Premises and other fixed assets
Investment properties
Current income tex assets
Deferred income tax assets
Value of in-force long-term fe
assurance business

Total Assets

Liabilities

Deposits from banks

Derivative financial instruments

Trading liabities

Depostts from customers

Certificates of depostt issued

Subordinated notes

QOther accounts and accruals

Current income tax liabilties

Deferred income tax liabilties

Liabilties to policyholders
under long-term insurance
contracts

Total Liabilities

Net liquidity gap

29. Maturity profile (Continued)
—~@ANLE  ZEANL —~ENL
ZRAZMT ik 1

MiER —WAZUT  Smonthsor Over Oer  EENE
Repayable on Upto  lessbutover  3months o 1yearto Oer  E:HAH £
demand 1 month 1 month 1year 5 years 5 years Indefinite Total
2,801,468 7,888,470 51,941 - - - - 10,741,879
- - 2,668,896 1,613,853 - - - 4,282,749
- 199,99 2,265,605 2,806,543 42,174 30,136 89,515 5,883,968
- 44575 7,754 156,014 985,665 2,595,664 719,721 4,509,393
- 197480 30,938 5,111 195,911 117,285 - 594,391
6,166,399 4,746,153 3,953,488 7006828 20513549 24967452 692,220 68,046,080
- 688,512 3,279,193 2,600,169 2,370,620 2913479 999,061 12,901,024
- 506,136 371,362 1,251,462 4,205,299 2,469,083 - 8,802,282
- - - - - - 1,299,257 1,299,267
- - - - - - 60,791 60,791
- - - - - - 950,992 950,992
- - - - - - 139,030 139,030
- - - - - - 2,426,531 2,426,531
- - - - - - 568,659 568,659
- - - 65,283 - - - 65,283
- - - - 78,178 - - 78,178
- - - - - - 1,226,668 1,226,668
8967863 14270321 12,629,167 15602924 28841396 33,093,049 9171435 122,576,155
109,127 349,816 9,561 733,985 232,647 - - 1,435,136
- 77,618 31,254 35,719 163,32 910,309 - 1,218,225
- 578,988 1,303,097 104,930 31,286 - - 2,068,300
26,496,328 27,264,074 22104786 11410240 1,094,648 - - 88,370,071
- 184,619 44213 366,734 1,066,444 - - 2,060,010
- - - 1,163,285 2,309,022 1,129,978 - 4,602,235
1,569,932 449,677 382,888 483,943 346,068 - 581,628 3,814,136
- - - 19,109 - - - 19,109
- - - 31 15,005 - - 15,366
- - - - - - 4794792 4,794,792
28,175,382 28904792 24323799 14318206 5,268,494 2,040,287 5376420 108,397,380
(19207.519)  (14,634,471)  (11,694,632) 1284718 23582902 31,002,762 3795015 14,178,775
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operating activities
For the six months ended 30 June

SF-%E CFRAE
2010 2009
Operating profit before gains or losses on certain
investments and fixed assets 637,609 86,585
Net interest income (1,102,854) (1,164,397)
Dividend income (10,793) (9,479
Loan impairment losses and other credit provisions 34,800 274,427
Unwind of discount on loan impairment allowance - (7,225)
Depreciation 62,639 55,567
Amortisation expenses of intangible assets 7,346 9,443
Advances written off net of recoveries (146,400) (259,482)
Interest received 1,422,894 1,846,666
Interest paid (251,275) (431,116)
Dividend received 10,793 9,479
Operating profit before changes in operating
assets and liabilities 664,759 410,468
Changes in operating assets and liabilities
Change in money at call and short notice with
an original maturity beyond three months 866,352 -
Change in placements with banks with
an original maturity beyond three months (256,827) -
Change in trading securities (425,676) 291,370
Change in derivative financial instruments 269,279 (437,437)
Change in financial assets designated at fair value
through profit or loss (391,354) 553,804
Change in advances to customers (8,045,790) 3,898,004
Change in advances to banks - 5,599
Change in investments in securities included in the loans
and receivables category 1,196,148 -
Change in other accounts (430,059) (5,139,618)
Change in loans receivable from a jointly controlled entity 2,143 2,143
Change in available-for-sale securities (1,064,140) (778,443
Change in held-to-maturity securities 71,040 (139,292)
Change in value of in-force long-term
life assurance business (349,074) 101,376
Change in deposits from banks 167,900 (900,562)
Change in trading liabilities 2,446,618 444,287
Change in deposits from customers 271,197 4,335,646
Change in deposits from customers designated at fair value
through profit or loss - (457,962)
Change in other accounts and accruals 60,324 5,297,564
Change in liabilities to policyholders under long-term
insurance contracts 724,808 (176,399)
Exchange adjustments 24,518 495,329
Cash (absorbed by)/generated from operating activities (4,197,834) 7,805,877
Interest paid on subordinated notes and
debt securities issued (81,919) (181,036)
Interest paid on certificates of deposit issued (20,413) (77,895)
Hong Kong profits tax refunded 5,850 350
Overseas tax paid (1,217) (2,139)
Net cash (used in)/from operating activities (4,295,533) 7,545,157
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31.

Operating segment reporting

Segment reporting by the Group was prepared in accordance with
HKFRS 8 “Operating Segments”. Information reported to the chief
operating decision maker, which includes the Chief Executive and
other Executive Committee members, for the purposes of resource
allocation and assessment of performance, is determined on the basis
of banking business and insurance business. For banking business,
operating performances are analysed by business activities for local
banking business, and on business entity basis for overseas banking
business. For insurance business, resources allocation and
performance evaluation are based on insurance business entity basis.

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

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

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

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

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

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

o Others include results of operations not directly identified under
other reportable segments, corporate investments and debt
funding (including subordinated notes).

For the purpose of segment reporting, revenue derived from
customers, products and services directly identifiable with individual
segments are reported directly under respective segments, while
revenue and funding cost arising from inter-segment funding operation
and funding resources are allocated to segments by way of transfer
pricing mechanism with reference to market interest rates.
Transactions within segments are priced based on similar terms
offered to or transacted with external parties. Inter-segment income
or expenses are eliminated on consolidation.
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31.  Operating segment reporting (Continued)
All direct costs incurred by different segments are grouped under
respective segments. Indirect costs and support functions’ costs are
allocated to various segments and products based on effort and time
spent as well as segments’ operating income depending on the nature
of costs incurred. Costs related to corporate activities that cannot
be reasonably allocated to segments, products and support functions
are grouped under Others as unallocated corporate expenses.
For the six months ended 30 June 2010
WAREG  WRRM HhRGEE  RREH
Personal  Commercial ~ M¥EH  Overseas  Insurance X st
Banking Banking Treasury Banking Business Others Total
Net interest income/(expenses) 451,600 373,917 93,620 133,682 105,401 (55,366) 1,102,854
- external customers 278,230 382,298 245,283 144,695 108,087 (50,739)| | 1,102,854
- inter-segments 173,370 (8,381) (151,663) (11,013 2,314 (4,627) -
Non-interest income/(expenses) 98,158 56,054 16,975 38,443 104,072 (26,868) 286,834
Total operating income/(expenses)
net of insurance claims 549,758 429,971 110,595 172,125 209,473 (82,234) 1,389,688
Operating expenses (368,136) (116,%1) (34,975) (117,455) (65,986) (13,766) (M7,279)
Operating profit/(loss) before
imparment losses 181,622 313,010 75,620 54,670 143,487 (96,000) 672,409
Loan impairment (losses)/reversal
and other credit provisions (31,643) 3,217 - (6,434) - - (34,800)
Operating profit/{loss) before
gains or losses on certain
investments and fixed assets 149,979 316,287 75,620 48,236 143,487 (96,000) 637,609
Net (loss)/gain on disposal of
premises, investment
properties and other
fixed assets (358) - - 29 6 5,006 4,683
Net (loss)/gain on disposal and
repurchase of financial
instruments (104) - (126,455) (6,301) - 86,825 (46,035)
Share of results of an associate - - - 105,622 - - 105,622
Share of results of jointly
controlled entities - - - - - 2,793 2,793
Profit/{loss) before income tax 149,517 316,287 (50,835) 147,586 143,493 (1,376) 704,672
Income tax (expenses)/credit (22,488) (52,187) 8,388 (7,439) (6,858) 10,987 (69,597)
Profit/(loss) after income tax 127,029 264,100 (42,447) 140,147 136,635 9,611 635,075
For the six months ended
30 June 2010
Depreciation and amortisation 20,242 8,523 1,587 20,992 3,877 14,764 69,985
As at 30 June 2010
Segment assets 25,663,287 31,502,725 43,267,844 16,504,391 10,409,347 681,476 128,029,070
Segment liabilities 57,717,056 13,872,998 16,732,298 13,011,298 7,528,545 4,187,752 113,049,947
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Net interest income/(expenses)
- external customers

- inter-segments

Non-interest income/(expenses)

Total operating income/(0ss)
net of insurance claims
Operating expenses

Operating (loss)/profit before
impairment losses

Loan impairment losses and
other credit provisions

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

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

Net (loss)/gain on disposal
and repurchase of
financial instruments

Share of results of an associate

Share of results of jointly
controlled entities

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

(Loss)/profit after income tax

For the six months ended
30 June 2009
Depreciation and amortisation

As at 31 December 2009
Segment assets
Segment liabilties

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

AT HERTT ENRTER (RER 3R
Personal ~ Commercial BEEE  Overseas  Insurance i &t
Banking Banking Treasury Banking Business Others Total
392,797 459,807 253,495 117,445 76,921 (136,068 1,164,397
219,140 451,901 444,465 119,347 66,344 (136,800)( | 1,164,397
173,657 7,906 (190,970) (1,902) 10,677 732 -
106,556 40,506 42,959 21,99 89,903 (61,508) 240,412
499,353 500,313 296,454 139,441 166,824 (197,576) 1,404,809
(689,642) (114,416) (45,587) (108,366) (74,639) (1,147)  (1,043,797)
(190,289) 385,897 250,867 31,075 92,185 (208,729) 361,012
(64,147) (202,675) - (5,668) (1,987) - (274,427)
(254,436) 183,222 250,867 25,407 90,248 (208,723) 86,585
- - - 26 - 3,210 3,296
(208) - 2 - (20,882) 250,380 229,297
- - - 78,117 - - 78,117
- - - - - 1,728 1,728
(254,639 183,222 250,869 108,550 69,366 46,655 399,028
42,153 (30,447) (41,473) (2,431) (6,918) 23,251 (15,865)
(212,486) 162,775 209,396 101,119 62,448 69,906 383,158
18,324 8,247 2,588 20,473 4,106 11,273 65,010
23774530 27,743,861 46,306,147 14,782,608 9,718,569 200,431 122,576,155
53914872 14216278 18,416,822 11,452,134 6,917,631 3,479,643 108,397,380
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For the six months ended
30 June 2010

Total operating income net of
insurance claims

Profit before income tax

As at 30 June 2010

Total assets

Total liabilities

Intangible assets and goodwill

Contingent liabilities and
commitments

For the six months ended
30 June 2009

Total operating income net of
insurance claims

Profit before income tax

As at 31 December 2009

Total assets

Total liabilities

Intangible assets and goodwill

Contingent liabilities and
commitments

Operating segment reporting (Continued)

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

The following tables provide information by geographical area, which
was determined with reference to the domicile of the legal entities
within the group with business dealing and relationship with, and
services to external customers.

3 23 9 )

AR il ]
Hong Kong WM Inter-segment EiES
and Others Macau elimination Total
1,250,581 139,278 (171) 1,389,688
664,180 40,492 - 704,672
118,021,318 12,216,982 (2,209,230) 128,029,070
104,898,659 10,360,518 (2,209,230) 113,049,947
318,667 764,009 - 1,082,676
41,699,108 1,756,254 - 43,455,362

[ 331 73 T

i L HAb Bl
Hong Kong M Inter-segment st
and Others Macau elimination Total
1,271,096 133,884 (171 1,404,809
361,698 37,325 - 399,023
113,045,033 12,110,240 (2,679,118) 122,576,155
100,675,307 10,301,191 (2,679,118) 108,397,380
318,667 771,355 - 1,090,022
42,726,720 1,379,709 - 44,106,429
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32.

Related-party transactions

During the first half of 2010, the Group entered into various continuing
connected transactions with related parties including fellow
subsidiaries of the Group, companies directly or indirectly controlled
or significantly influenced by shareholders or directors of the
Company.

There were no material change in the terms of these continuing
connected transactions since the review by the Company’s
independent non-executive directors of related-party transactions of
the Group for the year ended 31 December 2009 and related
disclosures set out in the Group’s 2009 annual financial statements.

For the six months ended 30 June 2010, all continuing connected
transactions were conducted in the ordinary and usual course of
business of the Group, on normal commercial terms, and in
accordance with the relevant agreements on terms that are fair and
reasonable and in the interests of the shareholders of the Company
as a whole.

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

The Group provides credit facilities to, and takes deposits from the
Group’s key management personnel, their spouses and companies
which the key management personnel have significant influence.
During the first half of 2010, there were no significant changes in the
balances of these credit facilities and deposits as compared to 31
December 2009.

Key management personnel of the Company are executive directors

and there were no significant changes to their remuneration terms
since 31 December 2009 and in the six months ended 30 June 2010.
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33.

Risk management

(A)

(@)

43

Banking Group

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

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

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

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

Liquidity risk arises across the Group’s statement of financial
position.

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

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

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

The risk management structure of the Group

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

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

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

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

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

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

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

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

Business division credit committees

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

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

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

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

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

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

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

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

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

(e)(i) Credit risk exposures

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

The process it uses to map ECAI issuer ratings to
exposures booked in its banking book follows the
process prescribed in Part 4 of the Banking (Capital)
Rules.
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(e)(i)

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

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

Credit risk mitigation

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

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

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

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

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

Banco Comercial de Macau, S.A. (“BCM”) and Dah Sing Bank
(China) Limited (“DSB China”), which are subsidiaries of DSB,
run their treasury functions locally under their own set of limits
and policies and within the overall market risk limits set by
DSB. RMCD of DSB oversees and controls the market risk
arising from the treasury operation of BCM and DSB China.

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

()  Market risk arising from the trading book
In the Group’s trading book, market risk is associated

with trading positions in foreign exchange, debt
securities, equity securities and derivatives.
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As part of the management of market risk, the Group
undertakes various hedging strategies. The Group
enters into interest rate swaps to match the interest
rate risk associated with the fixed-rate long-term debt
securities. The major measurement techniques used to
measure and control market risk are outlined below.

o Value at risk

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

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

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

As VaR constitutes an integral part of the Group’s market
risk control regime, VaR limits are established and
reviewed by the Board annually for all trading portfolio
operations and allocated to business units. Actual
exposures against limits, together with DSB’s VaR, is
reviewed daily by Group Risk Division. Average daily
VaR for the Group for all trading activities during the six
months ended 30 June 2010 was HK$3,035,000 (six
months ended 30 June 2009: HK$3,783,000).

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

(1) Market risk measurement technique (Continued)
J Stress tests

Stress tests provide an indication of the potential size
of losses that could arise in extreme conditions. The
stress tests carried out by Group Risk Division include:
risk factor stress testing, where stress movements are
applied to each risk category; and ad hoc stress testing,
which includes applying possible stress events to
specific positions or regions.

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

(2)  VaR summary of trading portfolio

RE-FFAFETAS A L2

A +=MA
6 months to 30 Jun 2010 12 months to 31+Dec 2009
T 4] Bk T4 ind= ik
Average High Low Average High Low
1,164 2,516 427 2,040 6,375 620
2,894 5,558 1,528 3,687 7,325 1,715
1 84 - - - -
3,035 5,761 1,742 5,727 9,800 2,897
VaR in respect of credit risk in the trading portfolio for
the six months ended 30 June 2010 was nil (12 months
ended 31 December 2009: Nil).
(f)(i)  Market risk arising from the banking book

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

(1) Market risk measurement technique

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

VaR methodology is not currently being used to measure
and control the market risk of the banking book.
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(f(i) Market risk arising from the banking book (Continued)
(2)  Foreign exchange risk

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

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

(8)  Interest rate risk

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

Liquidity risk

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

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

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

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

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

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

Operational risk

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

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

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

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

Strategic risk

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

Implementation of the Basel Il Capital Accord

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

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

Starting January 2007, DSB and MEVAS adopt the
standardised approach for credit risk and market risk, and the
basic indicator approach for operational risk. These are the
default approaches as specified in the Banking (Capital) Rules.
Accordingly, the Group has overhauled its systems and controls
in order to meet the standards required for these approaches.
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Banking Group (Continued)
Fair values of financial assets and liabilities

The fair value of financial instruments traded in active markets
is based on quoted market prices, dealer price quotations or
broker quotes from Bloomberg and Reuters. The quoted
market price used for financial assets held by the Group is the
current bid price; the appropriate quoted market price for
financial liabilities is the current ask price.

The fair value of financial instruments that are not traded in an
active market is determined by using valuation techniques. In
these techniques, fair values are estimated from observable
data in respect of similar financial instruments, using models
to estimate the present value of expected future cash flows or
other valuation techniques using inputs (for example LIBOR
yield curve, FX rates, volatilities, comparable credit spreads,
and counterparty spreads) existing at the end of the reporting
period.

The Group uses widely recognised valuation models including
present value techniques and option pricing models for
determining the fair values of non-standardised financial
instruments of lower complexity such as options or interest
rate and currency swaps. For these financial instruments,
inputs into models are generally market-observable. The fair
value of interest rate swaps is calculated as the present value
of the estimated future cash flows. The fair value of foreign
exchange forward contracts is generally based on current
forward rates. Structured interest rate derivatives are measured
using appropriate option pricing models, for example, the
Black-Derman-Toy model.

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

Capital management

The Group’s objectives when managing capital are:

. To comply with the capital requirements set by the
banking and insurance regulators in the markets where

the entities within the Group operate;

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

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

. To maintain a strong capital base to support the
development of its business.
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Capital adequacy of and the use of regulatory capital by the
Group’s Hong Kong banking subsidiaries, DSB and MEVAS
and another overseas banking subsidiary, D.A.H. Hambros
Bank (Channel Islands) Limited, are monitored regularly by the
Group’s management, employing techniques based on the
guidelines developed by the Basel Committee, as implemented
by the HKMA, for supervisory purposes. The required
information is filed with the HKMA on a quarterly basis. The
HKMA requires DSB and MEVAS to maintain a ratio of total
regulatory capital to the risk-weighted amount (i.e. the capital
adequacy ratio) at or above the internationally agreed minimum
of 8%. These banking subsidiaries’ regulatory capital as
managed by the Group’s management is divided into two tiers:

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

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

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

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

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

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

Fiduciary activities

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

Insurance Group

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

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

Insurance risk

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

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

Product risk

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

Investment risk

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

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

Capital management

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

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

The role of Internal Audit

The Group’s Internal Audit Division is an independent, objective
assurance and consulting unit, which is designed to focus on
enhancing and sustaining sound internal control in all business
and operational units of the Group. The Division reports
functionally to the Group Audit Committee, which is chaired
by an Independent Non-Executive Director. The Division
conducts a wide variety of internal control activities such as
compliance audits and operations and systems reviews to
ensure the integrity, efficiency and effectiveness of the systems
of control of the Group.
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The Directors have declared an interim dividend of HK$0.2 per share
for 2010 payable on or after Friday, 24 September 2010 to
shareholders whose names are on the Register of Shareholders at
the close of business on Friday, 17 September 2010.

CLOSING OF REGISTER OF SHAREHOLDERS

The Register of Shareholders will be closed from Monday, 13
September 2010 to Friday, 17 September 2010, both days inclusive.
In order to qualify for the interim dividend, all transfers accompanied
by the relevant share certificates must be lodged with the Company’s
Registrars, Computershare Hong Kong Investor Services Limited,
Shops 1712 - 1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Hong Kong for registration not later than 4:30 p.m. on Friday,
10 September 2010.

CORPORATE AND BUSINESS OVERVIEW
HIGHLIGHTS

Against a backdrop of steady economic performance in Hong Kong
and the Mainland, and generally more stable financial markets than
in the first half of 2009, our performance in the first half of 2010
improved substantially. Operating income including insurance
premium income net of insurance claims basically flat on the same
period last year, but with substantially lower operating expenses
and credit cost, as well as fewer exceptional items, our profit
attributable to shareholders improved very substantially, by 67% to
HK$504 million, and earnings per share increasing by a similar rate
to HK$1.94 per share.

With more stable market conditions, and much lower loan impairment
costs, we resumed our growth strategy and are pleased to report
that our loan book grew rapidly in the first half of the year, up by
14% relative to the end of 2009. Loan growth was most rapid in our
commercial banking business with overall loans growing by 16%
for the six months to 30 June 2010, particularly in the areas of large
corporate syndicated loans, trade finance and property investment
lending, despite a mild contraction of our hire purchase loan portfolio.
Our retail banking business also reported healthy loan growth of
9%, driven mainly by mortgage lending, although credit cards and
other personal loans reported mild growth for the period.
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CORPORATE AND BUSINESS OVERVIEW (Continued)
HIGHLIGHTS (Continued)

Net interest margin reduced mildly in the first half of the year, mainly
due to the competition in the market relating to loan pricing, as well
as higher deposit costs, in addition to the cost of maintaining high
levels of liquidity during the period.

Our insurance business, on the back of stronger investment returns
and notwithstanding the significant increase in actuarial reserves
for insurance claims due to the decrease in the valuation interest
rates, reported a very substantial growth in net profit to HK$137
million, up 119% when compared with the first six months in 2009.

Our 20% associate, Bank of Chongaing performed well during the
period, contributing HK$106 million, representing 35% growth
comparing with the same period in 2009.

With the improved performance, we are pleased to announce the
resumption of dividend payments, with an interim dividend of HK$0.2
per share declared by the Board of Directors.

Due to the strong recovery in profitability, and corresponding increase
in retained earnings, even after the proposed dividend, as well as
the increase in our total assets driven by loan increases, the
combined capital adequacy of Dah Sing Banking Group improved
compared with the 2009 year end, with core capital adequacy
increasing from 10.2% to 10.7% and total capital adequacy
increasing from 16.8% to 17.2%

BUSINESS AND FINANCIAL REVIEW

Net interest income during the period reduced mildly by 5% from
HK$1,164 million to HK$1,103 million, and net interest margin
reduced by 11 basis points from 1.98% during the first half of 2009
to 1.87% in the period. The principal reason for the decline in net
interest income was pressure on margins, due both to asset yields
with strong competition in major loan markets and changes in
business mix, as well as higher interest rate mark-ups on deposits
and reduced deposit spreads due to the high levels of liquid assets
maintained during the period, and lower yields for short-term liquid
assets. Whilst loan volumes grew strongly, most of the growth was
achieved in the second quarter of the year, and therefore did not
bring about higher benefit to the interest income line for the whole
period.

Non-interest income grew by 19% to HK$287 million, driven mainly
by fee and commission income increases as a result of higher
volumes of lending business, and the much stronger investment
returns of our insurance investment portfolios. Net trading income
of our banking business also improved, with a very strong
performance in foreign exchange income offset to some extent by
negative fair value items.
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BUSINESS AND FINANCIAL REVIEW (Continued)

As a result of the meaningful decreases in the medium to long term
risk-free interest rates and the corresponding lowering in the
valuation interest rates for valuing our long-term life policy liabilities,
a much higher actuarial reserving costs was charged in the period.
The growth in our insurance premium and other income, including
the increase in embedded value in the period, did not however fully
cover the reserving cost increase. With the lower medium to long
term risk-free interest rates, and our continued diversification of the
investment portfolios including more allocations to bond investments
to better match our long-term life liabilities, a substantial increase in
the returns of our insurance investment portfolios was recorded,
which had more than offset the net incremental insurance cost
increase in the period.

Total operating expenses were down significantly by 31% to HK$717
million in the first half of the year. In part this was due to the absence
in provision expenses relating to possible settlement and
compensation to customers having bought retail investment
products from the Group’s Hong Kong banking subsidiaries.
However, even excluding the variance brought about by the provision
expense reduction, core operating expenses remained very much
under control, and were similar to the first half of 2009 on a
normalized basis.

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

Credit quality, in both our commercial and retail lending businesses
was much improved. Collective impairment charges reduced from
HK$95 million to HK$47 million for the period, and individual
impairment saw a mild write-back of previous charges of HK$12
million, against a net charge of HK$178 million in the first half of
2009. Underlying credit performance improved, with impaired loan
ratio falling from 0.96% at the end of 2009 to 0.53% as at 30 June
2010. In addition, increases in prices of properties held as collateral
against certain impaired loans contributed to the write-back of
individual impairment charges.

The stable operating income, together with much lower operating
expenses, due to smaller exceptional expenses, as well as tight
control of core operating expenses, and the much lower impairment
charges, contributed to a significant improvement in operating profit
after loan impairment charges, from HK$87 million to HK$638 million
for the period.

60



B B 8 el ()

HERTRMARERY) > SAREEFAZA
ipame i foPay V'S Y NP S
BUAT - b T AEEBECEME BTN
BV TT o AR BN 4 IR ] S O KR RAT 2
[ Qe Semetcd - P O/N 3i-ti¢/ 9S8 JIR
A B 2 TR AR ph Bk A AR AT =
A EETC > SRS AR IR A TR Bk
BEoTIAEEC - WERLELEI S
PEAR A SR B o 5 B B AL B AL B 2 SR 2 — o

ACSE B AR AR TR TR R ) A K
AEH - AEERE - FROTEEETL
ORI AR TR B R o Kb
R o 1 R B AT 2 R 8 I T 830 0T
ZHRERESES > LT R &R
JA L SCB At 2 A S B AT B AR 2k
AR MRS © BRI BRI 3 5 T AR B R A7y
ARER - B> BEREIRE > A% E
FRAT R 2 AR TR - E > BRE
ARREENARSZ AL ZA 2+
LET S MO —REAR LR H A2+ 5
—EREAERzAEL -

Ty W

MRS —FRE  TMAEZ R RN
ERREHATOE— 5 7B - B R B R
PR A - L 2 R TR AR P R E o B
B2 Mk > s CRERDR R &
{ELAR EE DATE 2 BE 0 R A B i« A SRR
ERE] > A RBURF O SRICH T 11t /5 & A8 4
R o 5 AR B M A AT 3 -

SRV LT AL T A AF G BT R
JEEE o (R UIAEB AR R > &8RP
K e 830 7 AT o] B B K T > (HLAR SR R
R EARAFYER > DAREAH RS ] B — 20 U
7 855 1 B0 — ¥ DB AT e AR AR 2 P - R
AEBEHERELRZRBHESREAR > Wik
PR AFERA R B - AEEINE
BARM AR IRMAT RS 2 s - FRRRBLEA R
T ERHE > %A S BB A R 1R R AN
T2

SR > SRS SR B SR BORR LAR ST UK > (HARSE
BT IR E B v IR R IR » B AR B 2 10
ST BN A il AR R P B K 9 R 3
B AL S B R 2 AR
PR AT [H] 8 A0 - R B e i A T A o

BUSINESS AND FINANCIAL REVIEW (Continued)

Bank of Chongaing performed strongly during the period, resulting
in an increase in the contribution from our 20% equity interest, under
the share of results of an associate line from HK$78 million to
HK$106 million for the period. We also benefited from a gain of
HK$83 million on the repurchase of a portion of Dah Sing Bank’s
perpetual subordinated debt callable in 2017, and the closing out
of certain interest rate swap hedges associated with this, against a
loss on disposal of certain securities of HK$129 million as part of
our strategy to reduce the risk in our securities investment portfolio.

We continued to be prudent in the first half of the year in both our
liquidity management, as well as our capital management. We issued
a new US$225 million Lower Tier 2 10-year subordinated bond in
the first quarter, and subsequently called and retired a previous issue
of Lower Tier 2 subordinated debt in the amount of US$150 million,
as well as repurchasing US$75 million of our perpetual subordinated
debt callable in 2017 as referred to above. With the strong recovery
in earnings, and retention of a substantial portion of such earnings,
notwithstanding the resumption of dividend payments, the capital
position of our Banking Group further improved with an increase in
overall capital adequacy from 16.8% to 17.2%, as well as an increase
in our core Tier 1 capital from 10.2% to 10.7%.

PROSPECTS

After a relatively good first quarter, there are more recent signs of
further pressure on economies in many parts of the world. This may
lead to a slower global recovery, or even a renewed downturn in the
global economies. So far, in relative terms, Asia, and in particular
China has remained reasonably robust, albeit on a somewhat slower
growth path than had previously been the case. We also note certain
measures taken by the central government to cool various areas of
the economy, notably in the property sector.

Taking all of these into account, we enter the second half of the
year in a reasonably conservative position. Whilst we do not see
any immediate major problems ahead for the economy in Hong Kong
and the Mainland, we believe that it is appropriate to be prepared
for a potential further slow-down, and potential challenges that could
be caused by renewed market volatility. Therefore, we continue to
hold high levels of liquidity and capital, and we are also likely to see
the pace of growth slow in the second half. We are also mindful of
forthcoming changes to banking regulation globally, in particular
relating to capital and liquidity requirements, and will review the
impact of these changes in detail once they have been announced.

However, our conservatism is measured, and we still see bright
prospects ahead in the medium term. With our core business base
in Hong Kong, and our expansion in Macau and the Mainland, we
believe that the dynamism of the Greater China region will provide
us with many opportunities in the years to come.
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2 C I R B of HK$2 each in the Company
B David Shou-Yeh Wong
et John Wai-Wai Chow
Peter G. Birch CBE. Peter G. Birch CBE.

LI Roderick Stuart Anderson
A RMRAT AT A Number of ordinary shares
B Remif 1 CmME MR  of HKS1 each in DSBG

B E David Shou-Yeh Wong
Peter G. Birch CBE. Peter G. Birch CBE.
it John Wai-Wai Chow
Bt 0 Nicholas John Mayhew ¢
i
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

At 30 June 2010, the interests and short positions of the Directors and
the Chief Executive of the Company in the shares, underlying shares
and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(“SFO”) which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they have taken on or are
deemed to have acquired under such provisions of the SFO), or which
were required, pursuant to section 352 of the SFO, to be entered in the
register referred to therein, or as otherwise required to be notified to
the Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers and the code of
conduct regarding directors’ securities dealing adopted by the Company
were as follows:

e it
Number of shares

e EERA
AR HHHES O JluhR Grig AR
Personal Corporate Other Total % of issued
interests interests interests interests share capital
- 6,949,695 97,548,611 @ 104,498,306 40.15
980,520 - - 930,520 0.36
50,000 - - 50,000 0.02
60,801 - - 60,801 0.02
- 824,169,170 @ - 824,169,170 7413
50,000 - - 50,000 0.00
164,558 - - 164,558 0.01
20,000 - - 20,000 0.00

Notes:

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

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

(8)  Such shares in Dah Sing Banking Group Limited (“DSBG”) represent
the corporate interest of David Shou-Yeh Wong under Part XV of the
SFO by virtue of his beneficial interest in the shares of the Company
which currently holds a controlling interest of 74.13% in DSBG.

(4)  Inaddition to his interest in DSBG, Nicholas John Mayhew is also
beneficially interested in all of DSE Investment Services Limited’s
(“DSE”) preference shares in issue totalling HK$700. DSE, a wholly
owned subsidiary of the Company, is currently dormant.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

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

Details of the share options outstanding as at 30 June 2010 under

the Schemes are set out below:

L LA Rrd VLY

Number of shares in the options

RoZ-%E Wiy
~H-H&%H  Granted

Held at

during

1172010 the period

KEA Grantee
KA Share Option Scheme
R of the Company
i Directors
HER Hon-Hing Wong
(Derek Wong) 1,000,000
YL Roderick Stuart Anderson 250,000
Tk Gary Pak-Ling Wang 400,000
SR Nicholas John Mayhew 250,000
100,000
Ea&HY Aggregate of employees ® 250,000
500,000
100,000
I8 1! Share Option Scheme
AR of DSBG
RR4HY Aggregate of employees®
Fill First tranche 250,000
il Second tranche 550,000
=1 Third tranche 250,000
Ll Fourth tranche 100,000
F1H Fith tranche 100,000
250,000

LI
Exercised
during
the period
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Wivkh/
b
Lapsed/
cancelled
during

the period

H-%-%
AR=TH
i

Held a
30612010

1,000,000
260,000
400,000
260,000
100,000

260,000
500,000
100,000

250,000
560,000
260,000
100,000
260,000

il
Exercise
price
k1
HKS

Nl
67.80
61.93

16.70
1440
1432
1730
1784
1784

g
Grant date
(B/R/%)
(DIMAY)

/

/2005
/2005
/2005
/

26/8/2005
7/9/2006
28/9/2007

51112004
/8/2005
30/12/2005
26/9/2006
197712007
19/7/2007

friEH
Exercise period

] 3
From To
(R/R/%) (B/R/%)
(D) (D)
25/8/2006 250812011
25082006 25/8/2011
25082006 25/8/2011
25082006 25/8/2011
281912008 28/9/2013
25/82006 250812011
1192007 7/92012
8/9/2008  28/9/2013
25/11/2005  25/11/2010

25/8/2006 /8/20

3011212006 3011212011
25092001 250972012
19/7/2008 19772010
19772008 197772013
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

Notes:

(1)

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

During the six months ended 30 June 2010, none of the grantees
under the Schemes were granted share options exceeding respective
individual limits as prescribed under the Listing Rules.

Set out under these items are particulars of the movements during
the six months ended 30 June 2010 of the outstanding share options
granted to certain eligible employees, who are directors, senior
executives or officers of respective major operating subsidiaries of
the Company and/or DSBG and are working under employment
contracts that are regarded as “continuous contracts” for the
purposes of the Employment Ordinance of Hong Kong.

No share options under the Schemes were granted to the Company’s
and DSBG's suppliers of goods or services.

Except as disclosed above, no option to subscribe for equity or debt
securities of the Company has been granted to, nor have any such
rights been exercised by, any person during the six months ended
30 June 2010.

All the interests stated above represent long position. As at 30 June
2010, none of Directors of the Company held any short positions as
defined under the SFO which are required to be recorded in the
register of Directors’ and Chief Executives’ Interests and short
positions.

Apart from the above, at no time during the six months ended 30
June 2010 was the Company or its subsidiaries a party to any
arrangement to enable the Directors of the Company nor their
spouses or children under 18 years of age to acquire benefits by
means of the acquisition of shares in, or debentures of, the Company
or any other body corporate.
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SHAREHOLDERS’ INTERESTS

At 30 June 2010, the register of shareholders’ interests in shares
and short positions maintained under section 336 of the SFO showed
that the Company had been notified of the following interests, which
are in addition to those disclosed above in respect of Directors,
being 5% or more held in the shares and underlying shares of the
Company.

e RA
Fi ks e By YRR
%H % of
B Number of the issued
oK Shareholder Capacity shares held share capital
THRES Christine Yen Wong B R AAEA A TR 104,498,306 1 40.15*
TREHLAE R HE 4
Deemed interest by virtue of
her spouse having a notifiable interest
0 P 5 S PR A ] HSBC Intenational Trustee AR AR AR 96,592,611 @ 37.11*
Limited Trustee and corporate interest
DSI Limited DSI Limited BRAREEER 46,559,426 © 17.89*
Trustee and corporate interest
SEURIEHER Mitsubishi UFJ Financial i 39,214,574 15,07
Group, Inc. Corporate interest
=% R URIRT The Bank of Tokyo-Mitsubishi Eaks 39,214,574 15.07
UFJ, Ltd. Beneficial interest
DSI Group Limited DSI Group Limited AR AR 35,452,424 ® 13.62*
Trustee and corporate interest
Aberdeen Asset Management  Aberdeen Asset Management RERH 18,048,800 6.93¢
Asia Limited Asia Limited Investment manager
Capital Research and Capital Research and Management % 43 15,668,200 6.02
Management Company Limited ~ Company Limited Investment manager
DSI Holding Limited DS Holding Limited RRAREEER 15,536,761 © 5.97*
Trustee and corporate interest
Aberdeen Asset Management  Aberdeen Asset Management Plc i 5 48H 15,295,609 5.88 ¢

PleRREZAL 2 M B and its associates under
mandates

* DL EEYEBEETARA R - DSI Limited »
DSI Group Limited 2 DSI Holding Limited % H it
Bl 7R 2 4 4 340 B £ SF TR AR Al R0y Z 78
> %% 2 4 O (33 RAT BUR B £ )
ERPEETUHEE - THREEMESIZS T
SFEERN AN ROEE - Bk HRBROHA
ARG B B TS A R A
e B FR AT AN R AR 22 2 SRR IR A o

Investment manager

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

Notes:

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

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

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

(4)  Such percentages of interests held by the named shareholders have
been adjusted with reference to the total number of shares of the
Company currently in issue as of the date of this Interim Report.

All the interests stated above represent long positions. As at 30
June 2010, no short positions were recorded in the register of
shareholders’ interests in shares and short positions maintained by
the Company.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

The Company has complied with all the code provisions set out in
the Code on Corporate Governance Practices contained in Appendix
14 of the Listing Rules throughout the six months ended 30 June
2010.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

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

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in the
biographical details of Directors of the Company during the interim
period until the date of this Report, since the publications of the
2009 Annual Report of the Company or the subsequent
announcements with regard to appointments of new Directors issued
by the Company made in accordance with Rule 13.51(2) of the Listing
Rules, required to be disclosed are set out as follows:

(@) Mr. David Shou-Yeh Wong
New appointments
- Honorary President of Hong Kong Guangdong Chamber
of Foreign Investors
- Honorary President of Guangdong Chamber of Foreign
Investors

(b) Dr. Tai-Lun Sun (Dennis Sun)
New appointment
- Hanison Construction Holdings Limited

(¢) Mr. Hidemitsu Otsuka
New appointment
- Non-Executive Director of Chong Hing Bank Limited

(d) Mr. John Wai-Wai Chow
New appointments
— Executive Director of Wing Tai Properties Limited
— Non-Executive Director of ARA Trust Management
(Suntec) Limited (manager of the Singapore-listed
Suntec Real Estate Investment Trust)

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

UNAUDITED FINANCIAL STATEMENTS

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

AUDIT COMMITTEE

The Audit Committee has reviewed with Management the accounting
principles and practices adopted by the Group and discussed
internal controls and financial reporting matters including a review
of the unaudited interim financial statements for the six months ended
30 June 2010.

REMUNERATION AND STAFF DEVELOPMENT

There have been no material changes to the information disclosed
in the Company’s 2009 Annual Report in respect of the remuneration
of employees, remuneration policies and training schemes.
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DEALINGS IN THE COMPANY’S SHARES

There was no purchase, sale or redemption by the Company, or
any of its subsidiaries, of the Company’s listed shares during the six
months ended 30 June 2010.

INTERIM REPORT

Further copies of this 2010 Interim Report of the Company containing
all the information required by Appendix 16 of the Listing Rules could
be obtained from the Corporate Secretarial Department, Dah Sing
Bank, Limited of 36th Floor, Dah Sing Financial Centre, 108
Gloucester Road, Hong Kong, or downloaded from Dah Sing Bank’s
website (http://www.dahsing.com).

BOARD OF DIRECTORS

As at the date of this Interim Report, the Board of Directors of the
Company comprises Messrs. David Shou-Yeh Wong (Chairman),
Hon-Hing Wong (Derek Wong) (Managing Director and Chief
Executive), Roderick Stuart Anderson, Gary Pak-Ling Wang and
Nicholas John Mayhew as Executive Directors; Messrs. Akimitsu
Ashida (Shugo Aoto as alternate), Tatsuo Tanaka (Takashi Morisaki
as alternate), Hidemitsu Otsuka, John Wai-Wai Chow and Yiu-Ming
Ng as Non-Executive Directors; Messrs. Peter Gibbs Birch, Robert
Tsai-To Sze, Dr. Tai-Lun Sun (Dennis Sun) and Nicholas Robert
Sallnow-Smith as Independent Non-Executive Directors.

By Order of the Board
H L Soo
Company Secretary

Hong Kong, Monday, 9 August 2010
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