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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 2012. The unaudited profit attributable to shareholders after
non-controlling interests for the six months ended 30 June 2012
was HK$590.9 million.

UNAUDITED INTERIM CONDENSED FINANCIAL
STATEMENTS

The unaudited 2012 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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For the six months ended 30 June

HK$'000

Interest income
Interest expense
Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Net trading income
Net insurance premium and other income
Other operating income

Operating income
Net insurance claims and expenses

Total operating income net
of insurance claims
Operating expenses

Operating profit before impairment losses

Loan impairment losses and other credit
provisions

Operating profit after impairment losses

Net loss on disposal of premises,
investment properties and
other fixed assets
Net (loss)/gain on disposal of
investments in securities
Share of results of jointly controlled entities
Share of results of an associate

Profit before taxation
Taxation

Profit for the period

Profit attributable to non-controlling interests

Profit attributable to shareholders of
the Company

Interim dividend

Earnings per share

Basic
Diluted

Witk
Note

10

11
11

BH5

Restated

o e B S
2012 2011
1,997,611 1,654,518
(838,479) (554,605)
1,159,132 1,099,913
330,505 293,940
(107,118) (106,422)
223,387 187,518
355,005 177,292
979,294 897,863
32,958 24,472
2,749,776 2,387,058
(1,096,732) (923,974)
1,653,044 1,463,084
(985,368) (823,763)
667,676 639,321
(29,556) (85,336)
638,120 553,985
(752) (323)

(892) 82,107
6,072 5,503
176,989 155,425
819,537 796,697
(81,180) (95,529)
738,357 701,168
(147,441) (143,817)
590,916 557,351
85,993 84,913
HK$2.02 HK$1.90
HK$2.02 HK$1.90

UNAUDITED CONDENSED CONSOLIDATED INCOME
STATEMENT

%5
Variance
I
%

54

19.1

16.2

13.0
19.6

4.4
-65.4

16.2

2.9

5.3

6.0



REBE B2 W 5 A 2w AR UNAUDITED CONDENSED CONSOLIDATED
BEAA=ZTHIEAMEA STATEMENT OF COMPREHENSIVE INCOME

For the six months ended 30 June

BE
Restated
it et “E——fF
Fitr HK$'000 2012 2011
1] i 2 A Profit for the period 738,357 701,168
0T 2 v o 4 Other comprehensive income for the period
BHRRE Investments in securities
TR A 2 A TG Fair value gains recognised in equity 420,276 184,615
AT ss) /RS Fair value (gain)/loss realised and transferred
TR s R - to income statement upon:
— th {4 - Disposal of available-for-sale securities (69,130) (89,368)
— A O 0 it L R - Disposal of held-to-maturity securities and investments
BN ERZIMES in securities included in the loans and receivables
T B R R category which were previously reclassified
Bl Bt g from the available-for-sale category 55,171 19,723
HEEGREEH MG Deferred income tax assets released on movements in
BEBAEE investment revaluation reserve (66,258) (13,963)
M 000
(i Premises
TERMGR R TR Deferred income tax liabilities released on movements in
EEREAR premises revaluation reserve 2,735 1,794
HABIMEE TR ENERER  Exchange differences arising on translation of
the financial statements of foreign entities (13,135) 24,723
BB 2 R A0 2 i Other comprehensive income for the period, net of tax 329,659 127,524
0 R 42 2 000 o 2 Total comprehensive income for the period, net of tax 1,068,016 828,692
B Attributable to:
WP R Non-controling interests 229,200 195,356
/NS Shareholders of the Company 838,816 633,336
FOBRBLIE R 2 00 I 2 v o Total comprehensive income for the period, net of tax 1,068,016 828,692
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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

Issued debt securities

Subordinated notes

Other accounts and accruals

Current income tax liabilities

Deferred income tax liabilities

Liabilities to policyholders under long-term
insurance contracts

Total liabilities
EQUITY

Non-controlling interests

Equity attributable to the Company’s shareholders

Share capital

Reserves

Proposed dividend
Shareholders’ funds

Total equity

Total equity and liabilities

liF3
Note

12

13

13
14
15
18
19

21
22

14

23
24
25
26
27

28

UNAUDITED CONDENSED CONSOLIDATED

FEEl

Restated

e St “E -k
AEFE FZA=+—H
As at As at

30 Jun 2012 31 Dec 2011
11,193,099 12,217,645
4,191,200 5,184,325
6,638,197 5,700,541
8,066,633 7,172,700
745,182 696,033
95,102,416 92,743,974
19,539,179 17,665,252
8,135,539 8,398,022
2,112,854 1,961,365
72,579 68,650
950,992 950,992
95,825 98,663
3,807,817 3,839,778
650,865 650,865
4,682 8,358
15,608 50,069
2,038,773 1,787,252
163,361,440 159,194,484
2,723,485 2,384,503
1,620,372 1,579,599
2,277,118 3,045,202
112,244,644 111,629,094
2,679,501 3,164,067
2,715,063 2,718,320
5,063,400 3,654,487
6,103,378 4,252,944
59,431 31,669
118,573 83,477
7,787,556 7,458,562
143,392,521 140,001,924
4,043,352 3,877,422
585,609 585,609
15,253,965 14,501,142
85,993 228,387
15,925,567 15,315,138
19,968,919 19,192,560
163,361,440 159,194,484
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UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

For the six months ended 30 June 2012

A2 ) e A B A
Attributable to the Shareholders of the Company
ikea]
s
Bk R R RREN Non- Mt
Share Share Other  Retained controlling Total
Ti#T HK$'000 capital  premium  reserves  earnings interests equity
it ot S i Rl Balance at 1 January 2012
SRR TR as previously reported 585,609 2,686,531 1,941,878 10,056,198 3,861,459 19,131,675
LES ¥ae Change in accounting
—RRAEEHEN policy - Adoption of
F8E2 BT HKAS 12 amendment - - 2,443 42,479 15,963 60,885
“F-THE-A-N Balance at 1 January 2012,
itk B3 as restated 585,609 2,686,531 1,944,321 10,098,677 3,877,422 19,192,560
WHAHREAR Total comprehensive income
for the period - - 247900 590,916 229,200 1,068,016
BT AT T RS 17 Premises revaluation reserve
ER A BN R transferred to retained earnings
for depreciation of premises - - (12,531) 12,531 - -
PO 24 ) 1 L Dividend paid to non-controlling
TR 3 B interests of a subsidiary - - - - (63,270)  (63,270)
ZE-—ERMRE 2011 final dividend - - - (228,387) - (228,387)
“ER-ZHEANZTHER  Balance at 30 June 2012 585,609 2,686,531 2,179,690 10,473,787 4,043,352 19,968,919

A5 1 R B 6 0 2 SR R B

Proposed interim dividend included in retained earnings

BEAN=ZTHIEAMA

Six months ended 30 June

i St - “FF
2012 2011
85,993 84,913
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UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 June 2012 (Continued)
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A 7 R A
Attributable to the Shareholders of the Company
Bl
e
WA ROHEE  HbRE  REEA Non-  Hiait
Share Share Other  Retained  controlling Total
capital  premium reserves  eamings interests equity
Balance at 1 January 2011
as previously reported 585,609 2,686,631 1,619,465 9,364,780 3,496,771 17,653,156
Change in accounting
policy - Adoption of
HKAS 12 amendment - - 2,451 31,326 12,117 45,894
Balance at 1 January 2011,
as restated 585,609 2,686,531 1,521,916 9,396,106 3,508,888 17,699,050
Total comprehensive income
for the period - - 76,041 557,350 195,301 828,692
Premises revaluation reserve
transferred to retained earnings
for depreciation of premises - - (8,058) 8,058 - -
Dividend paid to non-controlling
interests of a subsidiary - - - - (63,270) (63,270)
2010 final dividend - - - (251,812 - (251,812
Balance at 30 June 2011 585,609 2,686,531 1,589,899 9,709,702 3,640,919 18,212,660
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UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

For the six months ended 30 June

E Y]
Restated
Wik it St 3 “E——fF
Tl HK$'000 Note 2012 2011
BEWRH B RN Cash flows from operating activities
BEWEH (TR /HAREFH Net cash (used in)/from operating activities (1,270,952) 1,377,538
REFRH B R Cash flows from investing activities
BEREWE L E E & Purchase of investment properties and other fixed assets (70,168) (147,121)
HERE  REWER Proceeds from disposal of premises, investment properties
A E B A OR and other fixed assets 193 26,861
REEE TR S Net cash used in investing activities (69,975) (120,260)
HEGRHZ AR R Cash flows from financing activities
B IGE Certificates of deposit issued 1,092,097 1,848,726
B e F7 3 Certificates of deposit redeemed (1,573,000) (1,675,186)
BiHEER Issue of subordinated notes 1,403,052 -
(B 15 (o Repayment of subordinated notes - (1,166,595)
DETRERERERERZ Interest paid on subordinated notes and
EFFIE debt securities issued (103,463) (127,384)
BITRB &5 Issue of debt securities - 777,000
OB /A e F 3% I BE R RR 3 1S Dividdend paid to non-controlling interests of a subsidiary - (63,270)
IR s3ili TS Dividend paid on ordinary shares - (251,812)
MEEEHTA/ () S48 Net cash from/(used in) financing activities 818,686 (658,521)
BeRFWBERH Net (decrease)/increase in cash and
(WD) /B mid 4 cash equivalents (522,241) 598,757
MRS RERREEA Cash and cash equivalents at beginning of the period 15,323,872 12,318,288
[ ES Tva % Effect of foreign exchange rate changes (34,987) 71,789
MABLE R FHBLARH Cash and cash equivalents at end of the period 14,766,644 12,988,834
ReREMBeBALER M Analysis of the balance of cash and cash equivalents:
Ba RIERATIA5 8 Cash and balances with banks 2,853,856 5,471,536
JEAHIRR A =18 A DAY Money at call and short notice with an original maturity
AR within three months 7,874,179 5,508,959
FAMRA=MAURGEERS  Treasury bils with an original maturity within three months 2,363,058 743,395
AR A =MWA R Placements with banks with an original maturity
BATMA R within three months 1,675,551 1,264,944
14,766,644 12,988,834
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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

Except as described below, the accounting policies and methods of
computation used in the preparation of the 2012 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 2011.

(a)  New and amended standards adopted by the Group
° Change in accounting policy

In December 2010, the HKICPA amended HKAS 12,
“Income taxes”, to introduce an exception to the
principle for the measurement of deferred tax assets or
liabilities arising on an investment property measured
at fair value. HKAS 12 requires an entity to measure the
deferred tax relating to an asset depending on whether
the entity expects to recover the carrying value of the
asset through use or sale. The amendment introduces
a rebuttable presumption that an investment property
measured at fair value is recovered entirely by sale. The
amendment is applicable retrospectively to annual
periods beginning on or after 1 January 2012.

The Group has adopted this amendment retrospectively
for the financial period ended 30 June 2012. Previously,
the Group measured deferred tax on investment
properties on the basis that their carrying values were
to be recovered through use.

The effect of the change on the consolidated statement
of financial position was to reduce overall deferred tax
liabilities as at 1 January 2012 by HK$60,885,000 (1
January 2011: HK$45,894,000) and to increase retained
earnings, premises revaluation reserve and non-
controlling interests as at 1 January 2012 by
HK$42,479,000 (1 January 2011: HK$31,326,000),
HK$2,443,000 (1 January 2011: HK$2,451,000), and
HK$15,963,000 (1 January 2011: HK$12,117,000)
respectively.



(Z) HWERREER 5 2. Basis of preparation and accounting policies (Continued)

() 7% 2E [ $R A0 2 3 ¥ Rl )& 4615 7T 1 A (a)  New and amended standards adopted by the Group
(%) (Continued)
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HRAEMBEEY KL RF R
THKHEL %+
A=+ —RZAR D e 5
PR AR 52 16 ATV I A SR R
F-ZFARAA =T HZ MR
WRBEE—F-—HFR A=

° Change in accounting policy (Continued)

There is no additional impact from the adoption of the
amendment to the Group’s financial position as at, and
results for the six months ended, 30 June 2012 on the
basis that the cumulative fair value gains on the Group’s
investment properties remain unchanged from the level
as at 31 December 2011. The effect on the consolidated

+H AR A Z 26580 448 S statement of comprehensive income for the six months
WA WHE T —FENH ended 30 June 2011 was a reduction in the amount of
ZFHIEAMA Z %6 2R tax credit recognised of HK$2,423,000 upon the

HRZEER NN G &R
G Wy 2 R R 2 B T () 43 e D
2,423,000 IC ©

5 A HC AR Y ) R LA T
AT E—TAE-A AR Z
SO A JE AR A

st A 325 Gl &
HERAR ZBTR-F——
ErZ AN HEEE S
BT H 2 B E R BB IR T
AV G at 3208 (e T A
250 B HE N 2 A o %
B A -F—lE - —H
HAZ B e 2 A7 B TR A
{H 75 W] 4 5L 5 A T 6 78 ) 1R
o A SR TR AL % 55 15 5T

AR

7o e S0 5 o U 2 7 9% (R -
B0 MEE LA 2 BT
SR AR KR
JE T BB L R
A B 4 PR 2 TR B R0L 2
FERBEERE - SBTA
Fo=H -0 - HlHER G
AT Y] B S A TE T A
A AE B R A A o B2 AT
BB WIRE o

disposal of an investment property in the period.

. There are no other new standards and amendments to
standards effective for the first time for the financial year
beginning 1 January 2012.

(Z) PITFACHEMEAR -~ F—H— (b)  The following new standards and amendments to standards
H B8 4 2 BA BCAF JEATG R AR R0 J oK 42 7. have been issued but are not effective for the financial year
TR Z R R ER 2 5T - beginning 1 January 2012 and have not been early adopted:

° Amendments to HKAS 32, “Offsetting Financial Assets
and Financial Liabilities”, issued in December 2011
clarified the requirements for offsetting financial
instruments and addressed inconsistencies in current
practice when applying the offsetting criteria in HKAS
32, “Financial Instruments: Presentation”. The
amendments are effective for annual periods beginning
on or after 1 January 2014 with early adoption permitted
and are required to be applied retrospectively. The
Group is yet to assess the full impact of these
amendments.

. Amendments to HKFRS 7, “Disclosures - Offsetting
Financial Assets and Financial Liabilities”, issued in
December 2011 requires disclosures about the effect
or potential effects of offsetting financial assets and
financial liabilities and related arrangements on an
entity’s financial position. The amendments are effective
for annual periods beginning on or after 1 January 2013
and interim periods within those annual periods. The
amendments are required to be applied retrospectively.
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2.

Basis of preparation and accounting policies (Continued)

(b)

10

The following new standards and amendments to standards
have been issued but are not effective for the financial year
beginning 1 January 2012 and have not been early adopted:
(Continued)

° HKFRS 9, “Financial instruments”, addresses the
classification, measurement and recognition of financial
assets and financial liabilities. HKFRS 9 was issued in
November 2009 and October 2010. It replaces the parts
of HKAS 39 that relate to the classification and
measurement of financial instruments. HKFRS 9 requires
financial assets to be classified into two measurement
categories: those measured as at fair value and those
measured at amortised cost. The determination is made
at initial recognition. The classification depends on the
entity’s business model for managing its financial
instruments and the contractual cash flow
characteristics of the instrument.

For financial liabilities, the standard retains most of the
HKAS 39 requirements. The main change is that, in
cases where the fair value option is taken for financial
liabilities, the part of a fair value change due to an entity’s
own credit risk is recorded in other comprehensive
income rather than in the income statement, unless this
creates an accounting mismatch. The Group is in the
process of making an assessment on the impact and
so far has not decided to early adopt the standard,
which shall be effective for the financial year beginning
on or after 1 January 2015.

. HKFRS 10, “Consolidated financial statements”, builds
on existing principles by identifying the concept of
control as the determining factor in whether an entity
should be included within the consolidated financial
statements of the parent company. The standard
provides additional guidance to assist in the
determination of control where this is difficult to assess.
The Group is yet to assess the full impact of HKFRS 10
which shall be effective for the financial year beginning
on or after 1 January 2013.
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2.

Basis of preparation and accounting policies (Continued)

(b)

11

The following new standards and amendments to standards
have been issued but are not effective for the financial year
beginning 1 January 2012 and have not been early adopted:
(Continued)

° HKFRS 11, “Joint arrangements”, establishes principles
for financial reporting by parties to a joint arrangement,
and requires a party to a joint arrangement to determine
the type of joint arrangement in which it is involved by
assessing its rights and obligations arising from the
arrangement. The standard requires a joint operator to
recognise and measure the assets and liabilities (and
recognise the related revenues and expenses) in relation
to its interest in the arrangement in accordance with
relevant HKFRSs applicable to the particular assets,
liabilities, revenues and expenses. It requires a joint
venturer to recognise an investment and to account for
that investment using the equity method in accordance
with HKAS 28, “Investments in Associates and Joint
Ventures”, unless the entity is exempted from applying
the equity method as specified in that standard. The
Group is yet to assess HKFRS 11’s full impact and
intends to adopt HKFRS 11 no later than the accounting
period beginning on or after 1 January 2013.

° HKFRS 12, “Disclosures of interests in other entities”,
includes the disclosure requirements for all forms of
interests in other entities, including joint arrangements,
associates, special purpose vehicles and other off
balance sheet vehicles. The Group is yet to assess IFRS/
HKFRS 12’s full impact and intends to adopt IFRS/
HKFRS 12 no later than the accounting period beginning
on or after 1 January 2013.

° HKFRS 13, “Fair value measurement”, aims to improve
consistency and reduce complexity by providing a
precise definition of fair value and a single source of fair
value measurement and disclosure requirements for use
across HKFRSs. The requirements do not extend the
use of fair value accounting but provide guidance on
how it should be applied where its use is already required
or permitted by other standards within HKFRSs. The
Group is yet to assess the full impact of HKFRS 13 which
shall be effective for the financial year beginning on or
after 1 January 2013.
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B WILHE R A BOR () 2. Basis of preparation and accounting policies (Continued)
(I 955-v 0 3-C X L Fs I TIEZ]| (c)  Revised presentation of advances to customers and trade bills
BT Lo ER  BEORER To align with market practice, trade bills which were previously
PR AN 2 B ) TR BN DU o7 included as part of gross advances to customers are now
THH B WOn 4 AR R AR E reported as a separate item under “Advances and other
TR E F &R — 0 o it accounts” and do not form part of advances to customers. In
Sh o AR ER S RN FRE addition, bills receivable representing unfunded items which
VB SRR T R B IR 2 A AR were previously included as part of trade bills are now reported
Hz 0 W BRI E 5 22 as part of other accounts and do not form part of trade bills.
— AR o BLHE R AL A Comparative figures including impaired loans, overdue loans
R AR R R R A and rescheduled loans ratios, loan to deposit ratio, etc. have
ARG ZWRHT > BHCIELE been restated accordingly to conform with current period’s
FILLFF & A IR 2 5 presentation.
Wi 53 AT REHA AN o b i B 12 A A 5 B R R MR The interim condensed consolidated financial statements are
DL T oo 4 (T35 70) B7R - oIf 48 3 5 g it presented in thousands of Hong Kong dollars (HK$'000), unless
iy S AN I | I E R/ T otherwise stated, and was approved by the Board of Directors for
issue on 9 August 2012,
b A T 4 A AT R R R AL o These interim condensed consolidated financial statements have not
been audited.
A A 3.  Net interest income
BEANA=FHIEAMA For the six months ended 30 June
R “F-—f
2012 2011
AEBA Interest income
B RAESRATING B2 Cash and balances with banks 195,213 110,756
BHNE Investments in securities 565,963 386,794
B RSRITEH Advances to customers and banks 1,236,435 1,154,208
HAt Others - 2,760
1,997,611 1,654,518
AR Interest expense
RIOTHER/ KFH Deposits from banks/Deposits from customers 729,372 435,320
DB 37 Certificates of deposit issued 13,197 53,762
OB AT 9 B o 5 Issued debt securities 24,858 18,080
B Subordinated notes 68,448 40,307
Hib Others 2,604 7,136
838,479 554,605
AW L5 Included within interest income
RUATEFHE B EZH A Interest income on financial assets
BTN SREE ZFBIA not at fair value through profit or loss 1,855,211 1,523,780
WEEE 2 FBIA Interest income on impaired assets 734 5,277
MEXBEs Included within interest expenses
KA TEFHEHEZH A Interest expenses on financial liabilities not at
BimamaEz fE T fair value through profit or loss 806,217 517,917
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4. Net fee and commission income
For the six months ended 30 June

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

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

Other fee and commission income

— Securities brokerage

—Retail investment and wealth management services
—Bank services and handling fees

— 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

e St SR
2012 2011
29,897 35,238
25,214 21,285
135,266 131,419
26,280 25,888
40,924 36,129
21,083 21,326
51,841 22,655
330,505 293,940
100,971 99,793
6,147 6,629
107,118 106,422
223,387 187,518

The Group provides custody, trustee, corporate administration, and
investment management services to third parties. Those assets that

are held in a fiduciary capacity are not included in these financial

statements.

5. Net trading income

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) on trading securities

Net gain from derivatives entered into
for trading purpose

Net loss arising from financial instruments subject
to fair value hedge

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

13

it St R
2012 2011
18,342 8,828

1 1

116,895 148,724
37,365 (5,845)
2,352 4,527
(32,193) (27,858)
212,243 48,915
355,005 177,292
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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

7. Operating expenses
For the six months ended 30 June

Employee compensation and benefit expenses
(including directors’ remuneration)

Premises and other fixed assets expenses,
excluding depreciation

Depreciation (Note 21)

Advertising and promotion costs

Printing, stationery and postage

Amortisation expenses of intangible assets

Others

8. Loan impairment losses and other credit provisions

For the six months ended 30 June

Loan impairment losses

Net (reversal)/charge of impairment losses on advances
and other accounts
- Individually assessed
- Collectively assessed

Of which

- new and additional allowances (including amounts directly
written off in the period)

- releases

- recoveries

14

R R
2012 2011

3,745 3,061
4,228 3,212
12,411 10,592
3,360 2,684
9,214 4,923
32,958 24,472
R ZE-—
2012 2011
574,650 492,141
105,910 92,530
100,941 77,565
44,369 53,061
8,920 14,305
2,838 8,085
147,740 86,076
985,368 823,763

e St 3 e S g
2012 2011
(8,002) 103,188
37,558 (17,852)
29,556 85,336
84,487 146,072
(21,420) (19,690)
(33,511) (41,046)
29,556 85,336
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W& ERE 2T OBR) ik 9. Net (loss)/gain on disposal of investments in securities

HWEANA=ZTHIEAMEA For the six months ended 30 June
it St SR
2012 2011
] A R AR Net gain on disposal of available-for-sale securities 69,130 89,368
AR TR B A BN UE Al 2 Net loss on disposal of investments in securities
HARE TR R included in the loans and receivables category (64,638) (9,011)
JE I Rk R E R S Net (loss)/gain on redemption and disposal of
T U4 /s held-to-maturity securities (5,384) 1,750
(892) 82,107
BLH 10. Taxation
T W R A0 T4 B P9 1 T IE LB i ) LA 36 Hong Kong profits tax has been provided at the rate of 16.5% (2011:
16.5% (=% ——4F 1 16.5%) $LH A < g oh 16.5%) on the estimated assessable profit for the period. Taxation
BSR4 1 0 S IE R 6 Ak A 4 T 48 on overseas profits has been calculated on the estimated assessable
BB BATBRFE profit for the period at the rates of taxation prevailing in the countries
in which the Group operates.
BIERLIE SR A B R S, IR R Deferred taxation is calculated in full on temporary differences under
16.5% (ZF——4F 1 16.5%) {E 2 HHER - the liability method using a taxation rate of 16.5% (2011: 16.5%).
HWEANHA=ZTHIEAMEA For the six months ended 30 June
WG
Restated
e St 3 “F——fF
2012 2011
MBI Current income tax
— BRI - Hong Kong profits tax 63,180 81,846
—AMBLIE - Overseas taxation 6,615 6,306
— AR R 2 B — Under provision in prior periods 5,351 2,269
AL B Deferred income tax
— BRI 2 B A - Origination and reversal of temporary differences 8,136 4,398
— (FEsR) /BB s 18 - (Recognition)/utilisation of tax losses (2,102 710
B Taxation 81,180 95,529
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(=) HR B AR B B 9 78 00 11.  Basic and diluted earnings per share
BE-F—-FEAAZTHIEAEA Z 51 The calculation of basic earnings per share for the six months ended
AR 4% B 2 F11590,916,0009 7T K 35 1K1 30 June 2012 is based on earnings of HK$590,916,000 and the
C B AT B 0 2 0 HE T 34 $0292,804, 486 /% weighted average number of 292,804,486 ordinary shares in issue
oo during the period.
BE-Z—FEANHAZTHIEAEA 281K The calculation of diluted earnings per share for the six months ended
0 2 ) T 2 HE 28 590,916,009 76 S 1 K 30 June 2012 is based on earnings of HK$590,916,000 and the
TR AT I 173 458 5 2 T A VB A B 1 3 2 A% weighted average number of 292,845,389 ordinary shares in issue
ZINBET- 35 %0292,845 389/ R E - during the period after adjusting for the effect of all dilutive potential
ordinary shares.
BWEZ——EANAZTHIEAEA 25K The calculation of basic earnings per share and diluted earnings per
B BOR) R R BB R Y e R share for the six months ended 30 June 2011 are based on earnings
557,351,000 70 5 A C 8847 Al 2 InREF- of HK$557,351,000 and the weighted average number of
) #0292.804,486 % 515 - 292,804,486 ordinary shares in issue during the period.
REEZF-FEAHZTH R E——F The share options outstanding during the periods ended 30 June
ANHZA B IR N 2 R AT R R E 2012 and 30 June 2011 have no dilutive effect on the weighted
e BB A7 22 JRE T 147 S0 e S 4 5 2 average number of ordinary shares.
(+=) Be RAERAT W& B 12.  Cash and balances with banks
Rk “E R
A=+ FZA=1—H
As at As at
30 Jun 2012 31 Dec 2011
B4 BAESRATIN 4 R Cash and balances with banks 2,853,856 4,530,785
R A Money at call and short notice 8,339,243 7,686,860
11,193,009 12,217,645
(=) B H NS0 2 K8 A T 13.  Trading securities and financial assets designated at fair value

BACSE W A BA2% 09 4 b through profit or loss
it St 3 “F-—fF
AZFH FZSA=+—H
As at As at
30 Jun 2012 31 Dec 2011
FefEHERE M Trading securities:
B Debt securities:
— s Ll - Listed in Hong Kong 1,028,119 533,415
=3 ki - Unlisted 5,382,634 4,982,815
6,410,753 5,516,230
REZEMERE % Equity securities:
L ] - Listed in Hong Kong 103,179 69,243
—FWE LS E - Listed outside Hong Kong 117,928 108,660
=T REHRAE 2L - Unlisted, interests in investment funds 6,337 6,408
227,444 184,311
PR BT T A& 0 7 5 A0 Total trading securities 6,638,197 5,700,541
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(=) i 4 BT RDE 1938 20 B 4 A2 DA & i it 13.
HICE Bt A S B (A1)

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

Rk “EF
AAZFR S FZHA=+—H
As at As at
30 Jun 2012 31 Dec 2011
BE A TER2 LS Financial assets designated at fair value
FIABRBHEMEE through profit or loss:
B S Debt securities:
AN - Listed in Hong Kong 867,713 624,437
—HW LN bl - Listed outside Hong Kong 2,976,966 3,195,830
— kL - Unlisted 2,343,195 1,519,125
6,187,874 5,339,392
ks Equity securities:
AN - Listed in Hong Kong 276,827 284,110
— BB LT - Listed outside Hong Kong 989,273 974,651
— L - Unlisted 612,659 574,547
1,878,759 1,833,308
e UAFERE IS Total financial assets designated at fair value
FE AR 0 B VA A through profit or loss 8,066,633 7,172,700
FRIEE E MR 5 Rde e Total trading securities and financial assets designated
NP R EEZH R ARS at fair value through profit or loss
i1 45 b MR 14,704,830 12,878,241
W REERNA Included within debt securities are:
— AR ERERGHSZ ~ Government bonds included in trading securities
BUR R 6,293,843 5,404,319
— HAb BT E - Other government bonds 410,360 879,730
— Hotl fE 5 78 o - Other debt securities 5,894,424 4,571,578
12,598,627 10,855,622

R AR ST H RSB —— A
SF—H o BB R A
R 3 -

As at 30 June 2012 and 31 December 2011, there were no certificates
of deposit held included in the above balances of investments in
debt securities.

FREE R 2 R 2 DA TEF 8
SR A R A <l T AT IS 0 A

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

wr :
it St SR
AAZ+HE FZA=+—H
As at As at
30 Jun 2012 31 Dec 2011
— F R A A LR AT - Central governments and central banks 6,704,203 6,284,049
— NEHAE - Public sector entities 1,424 1,433
— AT B A 4 A A4 - Banks and other financial institutions 1,338,876 1,293,822
% ~ Corporate entities 6,660,327 5,293,937
14,704,830 12,873,241
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14. Derivative financial instruments

The notional principal amounts of outstanding derivatives contracts

and their fair values as at 30 June 2012 were as follows:

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

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

¢) Equity derivatives
Equity options purchased and written

d)  Credit derivatives
Credit default swaps

Total derivative assets/(liabilities)
held for trading

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

Interest rate swaps

Total derivative assets/(liabilities)
held for hedging

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

Interest rate swaps

Total derivative assets
not qualified as hedges

Total recognised derivative financial

i
i/ (A ARt assets/(liabilties)
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i/ Ax
kil Fai? Taﬁes
Contract/

notional R fifi
amount Assets Liabilities
47,051,781 214,598 (97,259)
1,379,430 563 (15,384)
32,095,650 57,669 (57,637)
12,190,292 34,202 (109,898)
582,574 969 (739)
23,584 173 (173
446,433 24,316 (9,163)
93,769,744 332,490 (290,253)
16,294,644 406,491 (1,330,119)
16,294,644 406,491 (1,330,119)
1,163,595 6,201 -
1,163,595 6,201 -
111,227,983 745,182 (1,620,372)
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14. Derivative financial instruments (Continued)

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

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

c)  Equity derivatives
Equity options purchased and written

d)  Credit derivatives
Credit default swaps

Total derivative assets/(liabilties)
held for trading

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

Interest rate swaps

Total derivative assets/(liabilities)
held for hedging

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

Interest rate swaps

Total derivative assets
not qualified as hedges

Total recognised derivative financial

assets/(liabilities)
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The notional principal amounts of outstanding derivatives contracts
and their fair values as at 31 December 2011 were as follows:

a4/ e
AREH Faﬁ j;ﬁes
Contract/

notional G fifk
amount Assets Liabilities
43,260,933 237,677 (103,546)
189,270 - (21,753
1,554,859 4,317 (4,299)
3,300,805 270 -
10,988,142 32,834 (107,086)
472,209 4,394 (3,782)
583,776 20,051 (1,217)
60,349,994 299,543 (241,683)
15,288,995 366,613 (1,337,916)
15,288,995 366,613 (1,337,916)
1,164,990 29,877 -
1,164,990 29,877 -
76,803,979 696,033 (1,579,599

The effect of bilateral netting agreements has been taken into account
in disclosing the fair value of derivatives.



(+m) fik4mT R () 14.  Derivative financial instruments (Continued)

R O ZE T I R AR SE The credit risk weighted amounts of the above off-balance sheet

W ERFHEAR TR EEA MK exposures calculated under Basel Il basis and without taking into

Kb Z T H M5 & B R B > 250 account the effect of bilateral netting arrangement that the Group
I entered into, are as follows:

it Sk R

ANETH FZHA=+—H

As at As at

30 Jun 2012 31 Dec 2011

&G4 Exchange rate contracts 832,072 438,344
FIRA4 Interest rate contracts 198,198 191,269
Hia4 Other contracts 16,482 15,685
1,046,752 645,298

(1) #H A EIBIRE 15. Advances and other accounts
BEF|
Restated
it St 3 ZE A
ANZEHE FZA=T—H
As at As at

30 Jun 2012 31 Dec 2011

KFHAH Gross advances to customers 81,892,826 80,867,228

B0 5% Trade bills 3,329,524 1,559,061

HAbgE Other assets

— oA e B T A T - Other accounts receivable and prepayments 4,811,330 3,903,238
90,033,680 86,329,527

0Bk WA Less: impairment allowances

— (@ B FEAG - Individually assessed (192,226) (190,859)

— AT - Collectively assessed (183,792) (193,994)

(376,018) (384,853)

B SR N FIES A 2 Investments in securities included in the loans

WHEEE (a1 t) and recelvables category (Note 17) 5,444,754 6,799,300
BIHEH R HMIEE Advances and other accounts 95,102,416 92,743,974
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15. Advances and other accounts (Continued)

() a2z KPP AR (LIEH (a)  Gross advances to customers by industry sector classified
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according to the usage of loans and analysed by percentage
covered by collateral

BEF
Restated
ZER-THEANZTH S
As at 30 Jun 2012 As at 31 Dec 2011
g ¢t b HRERT
AR5 Bt 540 i R B2
ZHM ZHEM
% of gross % of gross
PRipcFa 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 1,123,342 42.0 902,519 46.2
- Property investment 14,871,635 96.2 14,857,643 94.6
- Financial concerns 494,697 21.6 916,269 32.2
- Stockbrokers 31,761 98.9 31,372 52.2
- Wholesale and retail trade 2,301,157 92.4 2,020,735 97.1
- Manufacturing 1,624,545 94.3 1,647,656 96.7
- Transport and transport equipment 4,386,737 96.6 4,192,698 96.7
- Recreational activities 292,955 - 302,656 -
- Information technology 7,025 44.7 2,864 75.8
- Others 2,934,304 80.9 2,678,926 95.9
28,068,158 89.7 27,558,338 90.6
Individuals
- Loans for the purchase of flats in Home
Ownership Scheme, Private Sector
Participation Scheme and Tenants
Purchase Scheme 1,173,801 100.0 1,147,664 100.0
- Loans for the purchase of other
residential properties 15,778,370 99.9 15,935,118 99.9
- Credit card advances 3,880,250 - 4,107,677 -
- Others 4,638,646 28.8 4,413,867 28.1
25,471,067 .7 25,604,326 75
Loans for use in Hong Kong 53,539,225 81.2 53,157,664 81.4
Trade finance (Note (7)) 4,602,810 60.8 5,091,959 56.4
Loans for use outside Hong Kong
(Note (2)) 23,750,791 66.0 22,617,605 69.0
81,892,826 75.6 80,867,228 76.4
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15.

Advances and other accounts (Continued)

(@)

22

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

Note:

(1)

Trade finance shown above represents loans covering
finance of imports to Hong Kong, exports and re-exports
from Hong Kong and merchandising trade classified with
reference to the relevant guidelines issued by the Hong
Kong Monetary Authority (‘HKMA”).

Starting 2012, trade bills and bills receivable associated
with trade finance activities are not classified and
included as trade finance lending to customers, and
are separately disclosed.

Trade bills and bills receivable amounting to
HK$1,766,805,000 as at 31 December 2011 are
excluded from trade finance to conform with the 2012
classification.

Trade financing loans not involving Hong Kong totalling
HK$198,784,000 (31 December 2011: HK$131,566,000)
are classified under Loans for use outside Hong Kong.

Loans for use outside Hong Kong include loans
extended to customers located in Hong Kong with the
finance used outside Hong Kong.
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15.

Advances and other accounts (Continued)

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

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

EAEBEMAEE  Loans for use in Hong Kong

T &R Industrial, commercial and financial

L - Property investment

[N Individuals

-WEEMAEE - Loans for the purchase of other
WERR residential properties

TRBEANER  Loans for use in Hong Kong

THsa Industrial, commercial and financial

—MERE - Property investment

fAA Individuals

R EE - Loans for the purchase of other
ES &N residential properties

ZER-THEANZTH
As at 30 Jun 2012

jig bl

WA R
AR=EA WS BATE
Gross WM WA
advances Individually  Collectively
REBAHR  WEBK  overduefor  assessed  assessed
Outstanding Impaired over3 impairment impairment
balance loans months  allowances  allowances
14,871,635 - - - 6,660
15,778,370 - 908 - 662

ZE T AET A
As at 31 Dec 2011

e Gk
Bl =A WAREE  SEAEHE
Gross WM BEEM
advances  Individually  Collectively
FEBRER O WEER  overduefor  assessed  assessed
Outstanding Impaired over3  impairment  impairment
balance loans months  allowances  allowances
14,857,643 - - - 7,531
15,935,118 - 649 - 808
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15.

Advances and other accounts (Continued)

(b)  Non-bank Mainland exposures

ZER-THEAAZTH
As at 30 Jun 2012
VR
BEAMEKN  HEAEED WA A
iy 3 2 ity B 48 Individually
On-balance Off-balance assessed
sheet sheet g impairment
exposure exposure Total allowances
YO EES T Type of counterparties
oK B R Mainland entities 9,634,071 609,684 10,243,755 42,042
Fop R BE AN A A Companies and individuals outside Mainland
LA W RAER  where the credits are granted for use
e in the Mainland 11,606,943 378,028 11,984,971 130,966
Hihz H#FmELER  Other counterparties the exposures to whom
WAREBBENERITE  are considered by the Group to be non-bank
EF R Mainland exposures 55,418 - 55,418 -
“E—-—+ZHA=1—H
As at 31 Dec 2011
THAIFTA
BEAREN  EEARRMN WA
it kA igfig) Individually
On-balance Off-balance assessed
sheet sheet anE impairment
exposure exposure Total allowances
P EER L Type of counterparties
oK B R Mainland entities 8,610,976 1,219,140 9,830,116 42,497
SR B KR SMA Companies and individuals outside Mainland
RN T ROEH  where the credits are granted for use
TR o B KB £ in the Mainland 12,183,169 345,278 12,528,447 131,514
Kbz A #FmLER  Other counterparties the exposures to whom
WARERBBRERITE  are considered by the Group to be non-bank
KF ik Mainland exposures 160,624 - 160,624 -

ffak - bk 2R ARE G F TR
BEBEHMHEFREZE

% o

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

customers.
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ZE-THEAAZTH As at 30 Jun 2012
il Hong Kong

HE China

e Macau

Hil Others
ZF——f+ZA=+t—H  Asat31Dec 2011
it Hong Kong

i China

e Macau

Hity Others

B B b 2 AR R S B
HIABIH 2 %5 TR0 E - BFERK
(R #l) R = ——F A=
T A B A2 BRI 2 H
639,000 00 » A" F—TAFEAA =
THE-FE——Ft+HA=1+—H>
7 S [ 510 R (A 2
= A A R A SR AT B AR A
B o AR P SR HANB S
Wi T -

15.

Advances and other accounts (Continued)

()

(d)

25

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,
individually impaired advances to customers, overdue
advances to customers, and individually and collectively
assessed impairment allowances by geographical area.

TR A I e A

FP8% BMABE O WERE O WERE

Individually ~ %F % Individually ~Collectively

PR ME  impaired Overdue  assessed  assessed
Gross advances ~ advances  advances impairment impairment
to customers to customers to customers allowances allowances
63,959,659 188,334 188,231 142,330 95,214
9,167,673 149,893 210,895 36,432 40,740
7,777,650 27,615 31,293 10,645 40,295
987,844 5,139 5,139 2,819 5,052
81,892,826 370,981 435,558 192,226 181,301
9B WAl AAE

BRES mmAME  WEEH  SEER

Individualy ~ ZF &5 Individually  Collectively

KRR impaired Overdue  assessed  assessed
Gross advances advances advances  impairment  impairment
to customers  to customers to customers allowances  allowances
65,184,854 194,817 200,530 140,187 128,138
6,927,228 152,271 153,209 36,861 22,447
7,578,182 19,778 23,939 10,325 38,469
1,176,964 5,166 5,166 2,847 3,324
80,867,228 372,032 382,844 190,220 192,378

Impaired, overdue and rescheduled assets

Apart from the investments in certain securities included in
the loans and receivables category described in Note 17,
advances to customers (as set out below), and other assets
of HK$639,000 as at 31 December 2011 against which full
individual impairment allowances had been made, there were
no advances to banks or other assets which were individually
impaired, overdue for over 3 months or rescheduled as at 30
June 2012 and 31 December 2011. In respect of advances to
customers, the relevant amounts are analysed below.
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15. Advances and other accounts (Continued)

(i) Impaired loans

Impaired loans and advances
- Individually impaired (Note (1))
- Collectively impaired (Note (2))

Impairment allowances made
- Individually assessed (Note (3))
- Collectively assessed (Note (2))

Impaired, overdue and rescheduled assets (Continued)

FEATACA i

W B R B R P
ERRAGEE A

AR (T AR
o I (L B B R MR R
B o T A

7E °

(=) RSB Y %% A
W h R E R R
T —1FE 2 I Re e e
WE %8R R
(TR FIE]) MER
1M 7% 45 2% 5 14 31 % B 3K
R ARACHL i
1% 2 340

=
H o°

() AR BB R AR
%% DA B YE R B
AP A AT K 2 4
HE R R R L
TRZ BTG - %
R B R A 2 AR Y
AR B (Y
B W R — W
e

(Z) D BRI EEED %
JEA AR AA =1
H/+ - H=1+—HH#
ZHEAR B -

Fair value of collaterals held*
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Note:

Impaired loans and advances as a % of total loans
and advances to customers

it St SR
ANZEFH TZA=1—H
As at As at

30 Jun 2012 31 Dec 2011
370,981 372,032
13,930 13,652
384,911 385,684
(192,226) (190,220)
(12,822) (12,392)
(205,048) (202,612)
179,863 183,072
212,797 213,682
0.47% 0.48%

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

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

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

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



(+#) HEEHREILBIRE 4 15.  Advances and other accounts (Continued)
(T) JfH - AR R RACE G (1) (d)  Impaired, overdue and rescheduled assets (Continued)
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KA > Gross advances to customers which

have been overdue for:

- six months or less but over three

months

- one year or less but over six
months

- Over one year

Market value of securities held against

the secured overdue advances

Secured overdue advances
Unsecured overdue advances

Individual impairment allowances

(i) £ AL S (2 bR Lk

i A PR 0

EFHEHR

WL

(%) 4 A7

SR Al (bR ) I

HES
— e
—HA

Advances to customers

Impairment allowances

(e)

Nature of assets
- Repossessed properties
- Others
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(ii) Gross amount of overdue loans

K5
Restated
ZE-CZHEAAZTH ZE——tZA=t—H
As at 30 Jun 2012 As at 31 Dec 2011
WA ER A ER
g ¢k EHE
Gross amount  WMBE AR  Grossamount  (FAFA NI
of overdue loans % of total of overdue loans % of total
50,702 0.06 49,794 0.06
105,482 0.13 254,138 0.31
279,374 0.34 78,912 0.10
435,558 0.53 382,844 0.47
354,538 320,045
278,037 235,326
157,521 147,518
178,719 173,957

(i) Rescheduled advances net of amounts included in

overdue advances shown above

%k “F
AN=TH TZAZt—0
Asat  HEHT AL Asat  IKEEEL
30 Jun 2012 % of total 31 Dec 2011 % of total
156,781 0.19 169,644 0.21
- 900
Repossessed collateral
Repossessed collateral held is as follows:
o S
AHZTH FZAZEF—H
As at As at
30 Jun 2012 31 Dec 2011
- 19,400
- 5,804
- 25,204




(T1) #EEXRIMEE &) 15.  Advances and other accounts (Continued)

(C) 17 BAYE K558 A G152 10 0 (R P () Credit commitments and contingent liabilities analysed by
B9 B 93 5 B percentage covered by collateral
ZE-CHEAAZN Y o L
As at 30 Jun 2012 As at 31 Dec 2011
A0 B R ZEA R
BHEH E 2 b EEEX | Em» I
Contract % covered Contract % covered
amount by collateral amount by collateral
BIHE A IR L £ Financial guarantees and other credit
il %Y related contingent liabilities 1,677,154 25.6 2,491,029 459
% G Y ENUIR Loan commitments and other credit
WH 2 & related commitments 56,934,102 4.7 54,285,718 6.3
58,611,256 5.3 56,776,747 8.0
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“EF-CHEANA=TH

il
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ERHH
T AR S A AR IE

“F Al

W R/ ()

AR S

T A7 i 2 853

1 5 St

.

FIBRR

advances to banks and other accounts

i A Bt
Individually Collectively it
assessed assessed Total
At 1 January 2012 190,859 193,994 384,853
Impairment losses (reversed)/charged (8,002) 37,558 29,556
Loans written off as uncollectible (6,076) (65,143) (71,219)
Recoveries of advances written off in previous years 15,900 17,611 33,511
Exchange and other adjustments (455) (228) (683)
At 30 June 2012 192,226 183,792 376,018

Deducted from:

Trade bills - 1,691 1,691
Advances to customers 192,226 181,301 373,527
Accrued interest and other accounts - 800 800
192,226 183,792 376,018

TR SA TS
Individually Collectively &t
assessed assessed Total
At 1 January 2011 92,044 308,693 395,737
Impairment losses charged/(reversed) 108,772 (27,690) 81,082
Loans written off as uncollectible (43,989) (123,250) (167,239
Recoveries of advances written off in previous years 33,774 40,960 74,734
Exchange and other adjustments 258 281 539
At 31 December 2011 190,859 193,994 384,853

Deducted from:

Trade bills - 1,157 1,157
Advances to customers 190,220 192,378 382,598
Accrued interest and other accounts 639 459 1,098
190,859 193,994 384,853
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Investments in securities included in the loans and receivables
category

it St 3 “E——fF
ANZETH FSHA=+—H
As at As at

30 Jun 2012 31 Dec 2011

e ik BRI s E BB Investments in securities reclassified

HHERY from the available-for-sale category
— $ S A T A TSR - At fair value under fair value hedge
(for hedging interest rate risk) 4,177,165 4,580,292
— R BA B R - At amortised cost 1,308,162 2,259,567
5,485,327 6,839,859
B« 0 e A Less: impairment allowances
— EATHE - Collectively assessed (100,000) (100,000)
5,385,327 6,739,859
TA U e R IR 451 A Bk Investments in securities classified as loans
eI i A and receivables upon initial recognition 59,427 59,441
5,444,754 6,799,300

T T3 e I 2 R A R R S ORI 2
FREEMRF AN - R -F - TER
A=tAER=F——F+ZA=1—H>
AR T I R A

B9 75 B3R S B WOR E R 2 7 5 BB

Investments in securities classified as loans and receivables upon
initial recognition were overdue at the time of recognition. As at 30
June 2012 and 31 December 2011, these investments were overdue
for more than one year.

Investments in securities included in the loans and receivables

Brans category are analysed as follows:
it St 3 TE A
AHZ+HH FZHA=1+—H
As at As at
30 Jun 2012 31 Dec 2011
EH#ER Debt securities:
- Fik Lk - Listed in Hong Kong 626,922 667,871
— LA BT - Listed outside Hong Kong 4,785,495 6,099,453
— kL - Unlisted 132,337 131,976
5,544,754 6,899,300
Bk WA Less: impairment allowances
— ARG Al - Collectively assessed (100,000) (100,000)
5,444,754 6,799,300
i i Market value of listed securities 4,643,936 5,692,801

ROE - HEAAS TR R F A
CHEF R RGOS R R
o S 5 5 1 17

B AR A B R MR U 2 g %

As at 30 June 2012 and 31 December 2011, there were no certificates
of deposit held included in the above balances of investments in
debt securities.

Investments in securities included in the loans and receivables

BATHREE R A AT R category are analysed by categories of issuers as follows:
— SRAT B 5 B - Banks and other financial institutions 2,497,817 3,614,285
% - Corporate entities 3,046,937 3,285,015
5,544,754 6,899,300
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18. Available-for-sale securities

Debt securities:

- Listed in Hong Kong

- Listed outside Hong Kong
- Unlisted

Equity securities:

- Listed in Hong Kong

- Listed outside Hong Kong
- Unlisted

Total available-for-sale securities

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

Available-for-sale securities are analysed by
categories of issuers as follows:
- Central governments and central banks
- Public sector entities
- Banks and other financial institutions
- Corporate entities
- Others

31

e St SR
AN=ETH FZA=T—H
As at As at

30 Jun 2012 31 Dec 2011
6,734,842 6,551,824
10,602,935 9,265,206
1,461,452 1,175,502
18,799,229 16,992,532
269,504 236,940
185,063 170,448
285,383 265,332
739,950 672,720
19,539,179 17,665,252
24,144 24,270
18,775,085 16,968,262
18,799,229 16,992,532
3,051,835 5,814,123
289,881 199,393
6,474,190 4,950,871
9,721,745 6,699,337
1,528 1,628
19,539,179 17,665,252




() #2210 %

19. Held-to-maturity securities
it St 3 SR
AHZ+HH FZH=+—H
As at As at
30 Jun 2012 31 Dec 2011
EHE Debt securities:
- His L - Listed in Hong Kong 735,620 263,814
— LA BT - Listed outside Hong Kong 5,505,929 5,734,221
o il - Unlisted 1,893,990 2,399,987
8,135,539 8,398,022
Ll A Market value of listed securities 6,086,959 5,624,025
RS SRNE Included within debt securities are:
— B A s - Certificates of deposit held 399,627 6,126
— HoAl B o 5 - Other debt securities 7,735,912 8,391,896
8,135,539 8,398,022
T 2 50 o 2 H BT R TR Held-to-maturity securities are analysed
AT by issuer as follows:
— LR R R AT - Central governments and central banks 768,865 1,691,869
- NEHKE - Public sector entities 222,927 223,436
— $RAT B 4 R B A - Banks and other financial institutions 4,596,625 4,408,530
- ¥ - Corporate entities 2,547,122 2,074,187
8,135,539 8,398,022

(Z) S e 2 T 2

BZF—ZEARAAZTHIEAREA Rk =
Fo—AE A= RREER > AL
P S 0 567 < A T 38 et B R R
KU B R R WO TR -

MEER - F—"HEANA=ZTHERSH
ZEMERE > REERIEZ EMEER
CE-TEANHZHZ AT LR
23 Al B 4,711,450,0008 ¢ (. F ——4E+
H=4+—H :5760,063,000% 5t) X
5,485327,000# T (—F——%£+_H=+
—H : 6,839,859,000% T) °

MAERRZE—FENAZTHERE
ZEEFE > MR 2 A N A 4
Tl O T At o B A R A B R K
Jo e SR TE BRI > R 76 R 45 R N 2 HE A R
B e 8 0777,679,0007C (—% —— 4+
HZ+—H : #7111,082,370,000% 7T) -

20.

Reclassification of financial assets

During the six months ended 30 June 2012 and the year ended 31
December 2011, the Group did not reclassify any financial assets
out of the available-for-sale category into the loans and receivables
category.

For the reclassified financial assets as at 30 June 2012, the fair values
and carrying values of these reclassified financial assets as at 30
June 2012 were HK$4,711,450,000 (31 December 2011:
HK$5,760,063,000) and HK$5,485,327,000 (31 December 2011:
HK$6,839,859,000) respectively.

For the reclassified financial assets as at 30 June 2012, if
reclassification from the available-for-sale category into the loans and
receivables category in the prior reporting periods had not taken
place, the revaluation deficit in equity would have been
HK$777,679,000 higher (31 December 2011: HK$1,082,370,000
higher).
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21. Premises and other fixed assets

Six months ended 30 June 2012

Opening net book amount

Additions

Reclassification from investment
properties to premises

Recovery of previous revaluation deficits

Revaluation surplus
Disposals

Depreciation charge (Note 7)
Exchange difference

Closing net book amount

At 30 June 2012

Cost/valuation
Accumulated depreciation

Net book amount

Year ended 31 December 2011

Opening net book amount

Additions

Reclassification from investment
properties to premises

Recovery of previous revaluation deficits

Revaluation surplus
Disposals

Depreciation charge
Exchange difference

Closing net book amount

At 31 December 2011

Cost/valuation
Accumulated depreciation

Net book amount

WP 2 A7) 452 BTl S R (L 2R M I A o o

33

AR~ il
R
Furniture,
Equipment
and
i motor L)
Premises vehicles Total
3,573,123 266,655 3,839,778
- 70,168 70,168
- (945) (945)
(59,648) (41,293) (100,941)
(243) - (243)
3,513,232 294,585 3,807,817
3,573,183 675,182 4,248,365
(59,951) (380,597) (440,548)
3,513,232 294,585 3,807,817
2,805,016 203,089 3,008,105
119,473 137,138 256,611
117,000 - 117,000
(582) - (582)
623,512 - 623,512
- (219) (219
(91,296) (73,353) (164,649)
3,673,123 266,655 3,839,778
3,673,427 629,966 4,208,393
(304) (363,311) (363,615)
3,673,123 266,655 3,839,778

The Group’s premises were last revalued at 31 December 2011.
Valuations were made on the basis of open market value by
independent, professionally qualified valuer Savills (Valuation and
Professional Services) Limited for premises in Hong Kong and
Mainland China, and by Savills (Macau) Limited for premises in Macau.
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BHWE 22. Investment properties

E
e St I
AAZTHIE Rk
AA FZA=EtH—HIE
Six months AR
ended Year ended
30 Jun 2012 31 Dec 2011
W/ At beginning of the period/year 650,865 604,648
i Additions - 100,704
EHAM Reclassification - (117,000)
ik Disposals - (27,100)
BT Fair value gains on revaluation - 89,613
/R At end of the period/year 650,865 650,865
AAEE B G E Rl 2 EER —F 4 The Group’s investment properties were last revalued at 31 December
TZH=ET BT R 2011. Valuations were made on the basis of open market value by
RE U B — KT ST O (B S S independent, professionally qualified valuer Savills (Valuation and
M) A3 PR 2 /) GRRAL 7A A ils S b AP's Professional Services) Limited for investment properties in Hong Kong
EYHE) B — ROT AR R A BRA A and Mainland China, and by Savills (Macau) Limited for investment
(R T L1 2 BB 38) e 28 B Tl 5 L 1 properties in Macau.
SLUETT AR
% P 23. Deposits from customers
it St 3 T
AAZFH TZA=TH
As at As at
30 Jun 2012 31 Dec 2011
TEINT  RAERAT3 Demand deposits and current accounts 12,591,834 11,748,699
& T Savings deposits 15,484,531 14,570,122
EB N R A R Time, call and notice deposits 84,168,279 85,310,273
112,244,644 111,629,094
TR AT I 475K i 24. Certificates of deposit issued
it St 3 “F-—fF
AZFTR FSA=ETH
As at As at
30 Jun 2012 31 Dec 2011
F S R R A A TE At fair value under fair value hedge
51k (for hedging interest rate risk) 2,643,734 2,676,942
B AR A 51 MR At amortised cost 35,767 487,125
2,679,501 3,164,067
N B (] A S B S AT A FCE B R AR 5 5 The amount that the Group would be contractually required to pay at
A <o D S T 71 el = 1 maturity to the holders of these certificates of deposit is HK$22 million
22,000,000 76 (ZF—— 4+ =+ — lower (31 December 2011: HK$24 million lower) than the above
H : 124,000,000 7T) - carrying amount.
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Issued debt securities

e St “E
AZFHH A=A
As at As at
30 Jun 2012 31 Dec 2011
250,000,0003% JC 1t — % — =4 US$250,000,000 Floating Rate Notes
B B AR (7 () due 2013 (Note (a)) 1,939,333 1,941,660
100,000,000 7 it = % — M4 4F US$100,000,000 Floating Rate Notes
B R (7 (2)) due 2014 (Note (b)) 775,730 776,660
2,715,063 2,718,320
R WA TR At amortised cost 2,715,063 2,718,320
it Note:
(F) T KB 84T 8 A 84T 2 RO Tl (a)  This represents US$250,000,000 Floating Rate Notes (the

o W SRR BB AT 5 WA RS
ST (D28 B ) _E T 2 250,000,000
TOIF SR ([P ]) » 428 R A
o RBIWME A - E-Z4E+AL
H o 25BN M AT GiFn—
F—F4E+ H L B 81T 2 175,000,000
FEILR —F—FE+— AT H
17 2.75,000,0003 7T

“Notes”) issued by Dah Sing Bank, Limited (‘DSB”) under
DSB’s Euro Medium Term Note Programme, and are listed on
the Singapore Stock Exchange Trading Limited (“SGX”). The
Notes are unsecured and have a final maturity on 7 October
2013. The Notes were issued in two series, comprising US$175
million issued on 7 October 2010 and US$75 million issued
on 15 November 2010.

() SET R AT 5 48 R AT 2 B (o)  This represents US$100,000,000 Floating Rate Notes (the
B R B N “Notes”) issued by DSB on 28 April 2011 under DSB’s Euro
TAB#8T - WEHH Bz Medium Term Note Programme, and are listed on the SGX.
100,000,0003% JC 77 B 2298 ([ 5245 )) o The Notes are unsecured and have a final maturity on 28 April
IR I > R B R A R 2014,

—UAEE A — 4 NH o
() ®AERFS 26. Subordinated notes
e St 3 R
AZFH +FoA=+—H
As at As at
30 Jun 2012 31 Dec 2011
150,000,000 7T jit —F— L 4F US$150,000,000 Subordinated Fixed Rate
B BRI GE (7)) Notes due 2017 (Note (a)) 1,164,804 1,170,815
225,000,003 TR —F R4 US$225,000,000 Subordinated Fixed Rate
B E BEBEH GE(2) Notes due 2020 (Note (b)) 2,003,230 1,967,542
200,000,003 G 1 B 7k A 1% US$200,000,000 Perpetual Subordinated
B GE () Fixed Rate Notes (Note (c)) 515,936 516,130
225,000,000 3T —F 4  $$225,000,000 Subordinated Fixed Rate
B E BB BT GET)) Notes due 2022 (Note (d)) 1,379,430 -
5,063,400 3,654,487
BE A FERHE B HEE) Designated at fair value through
FFAE 4 profit or loss 1,164,804 1,170,815
F S PR R R T A TE At fair value under fair value hedge
BB (for hedging interest rate risk) 3,898,596 2,483,672
5,063,400 3,654,487
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26.

Subordinated notes (Continued)

Note:

(@)

36

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

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 SGX.
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 SGX. 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 2010 and 2009, DSB repurchased a portion of the Notes
with a total notional principal of US$75,000,000 and
US$70,000,000 respectively at a discount after unwinding an
identical notional amount of interest rate swap. Such
repurchased Notes were cancelled after receiving prior
approval of the HKMA.
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27.

Subordinated notes (Continued)
Note: (Continued)

(d)  This represents $$225,000,000 Subordinated Fixed Rate
Notes qualifying as supplementary capital of DSB issued on 8
February 2012 (the “Notes”), which are listed on the SGX. The
Notes will mature on 9 February 2022 with an optional
redemption date falling on 9 February 2017. Interest at 4.875%
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 Singapore Dollar swap rate plus
376 basis points. DSB may, subject to receiving the prior
approval of the HKMA, redeem the Notes in whole but not in
part, at par either on the optional redemption date or for
taxation reasons on interest payment date. An interest rate
swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been
entered into with an international bank.

The change in the fair value of subordinated notes designated at fair
value through profit or loss attributable to changes in external market
prices (e.g. interest rate, currency) is a gain of HK$29,390,000 (six
months ended 30 June 2011: a gain of HK$23,881,000) and that
attributable to the Group’s own credit standing is a loss of
HK$23,379,000 (six months ended 30 June 2011: a loss of
HK$22,457,000) respectively in the six months ended 30 June 2012.

The amount that the Group would be contractually required to pay at
maturity to the holders of these subordinated notes is HK$392 million
lower (31 December 2011: HK$358 million lower) than the above
carrying amount.

Other accounts and accruals

Amounts payable arising from purchase of
securities pending for settlement
Other accounts payable and accruals

= e
AHZFH FZA=+—H
As at As at

30 Jun 2012 31 Dec 2011
12,188 8,648
6,091,190 4,244,296
6,103,378 4,252,944
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i 28. Reserves
Faigdl
Restated
mR-TA SR
AZFH FZA=+H
As at As at
30 Jun 2012 31 Dec 2011

kit Reserves

B 173 i Share premium 2,686,531 2,686,531
Gl Premises revaluation reserve 1,869,100 1,879,603
BB A R Investment revaluation reserve (355,856) (611,466)
5 it £l Exchange reserve 182,157 191,895
— General reserve 484,289 484,289
TREE B Retained earnings 10,473,737 10,098,677
15,339,958 14,729,529
AR R B AR 2 R R Proposed dividend included in retained earnings 85,993 228,387

AW 2 A i AT I A KO AT K
SHHIRAT A R R (S WIRAT ) ZH L B
it A 702 2K A 5 o o vl I o e A BT 2 LA
O AR AL B o A% B A T
FEB BRI RO R FHEERADN
A EHE o 5% B AR IR T R
TRORZ AR o BB R 2 2 8
Bl R AT R o Sl AR A A

WZZ—HFEANAZTH > KFRITCHE
£ 1,188,929,0008 7 (ZE—— 4+ H=
+—H :1,158,201,000% T) 2 & M B B
A IR A A — R BREE AL
HERmA P - Yigmo 3 LR
ZLF b 45 2 4,073,0000 00 (& —— 4+
HZ=4—H : 4,279,000% ) 2 45 1F F &
Ehefls -

AR B R
() BRI

JA R B R P o B J5 Y A B L
TSI 8 G 2 EARYEIT

CHEMEE R B A 2 B3

29.

Expenditure authorised but not contracted for
B 4B R %45 2 T 3 Expenditure contracted but not provided for

The Group’s Hong Kong banking subsidiaries, DSB and MEVAS Bank
Limited (“MEVAS”), are required to maintain minimum impairment
provisions in excess of those required under HKFRS in the form of
regulatory reserve. The regulatory reserve is maintained to satisfy
the provisions of the Hong Kong Banking Ordinance and local
regulatory requirements for prudential supervision purposes. The
regulatory reserve restricts the amount of reserves which can be
distributed to shareholders. Movements in the regulatory reserve are
made directly through equity reserve and in consultation with the
HKMA.

At 30 June 2012, DSB has earmarked a regulatory reserve of
HK$1,188,929,000 (31 December 2011: HK$1,158,201,000) first
against its general reserve; and for any excess amount, the balance
is earmarked against its retained earnings. MEVAS has earmarked a
regulatory reserve of HK$4,073,000 (31 December 2011:
HK$4,279,000) in its retained earnings.

Contingent liabilities and commitments
(@)  Capital commitments
Capital expenditure in respect of projects and acquisition of

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

e
AHZ1TH FZH=1—H
As at As at

30 Jun 2012 31 Dec 2011
74,743 100,733
155,308 141,126
230,051 241,859
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() Sk afis Bk ¥ (4 29. Contingent liabilities and commitments (Continued)

(2)

()

5 AR IE (b)  Credit commitments

ALBEE A BRIVRERETER
Z R TR A BB RIS BR b

MEEHMT - credit to customers are as follows:

BEHREHEABR Direct credit substitutes

B 5 M2 SR E A Transaction-related contingencies

L 5 M 2 SR Trade-related contingencies

A ERE (ORI AR Commitments that are unconditionally cancellable

R 2 R without prior notice
HAbRdE - HFABRE @ Other commitments with an original maturity of:
—DR—4E - under 1 year
——ER -1 year and over
JeRioReR e Forward forward deposits placed
B A SR Contingent liabilities and commitments
EERHZ &5 )  Assets pledged

AT TR AR A P TR S B A 4 S
7 1 B B T S5 A0 B AT 4

BEE R IMNER SERES debts are as follows:
FIERE R 280 Trading securities
[k &R Available-for-sale securities

39

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

FHAHE

Contract amounts
T
AHZFH FZA=+—H
As at As at
30 Jun 2012 31 Dec 2011
458,547 461,738
266,916 247,862
951,690 1,781,429
51,791,693 50,057,972
3,757,026 3,109,602
1,127,754 1,112,384
257,630 5,760
58,611,256 56,776,747

fo UL

Credit risk weighted amount

T
AHZ+H FZA=+—H
As at As at
30 Jun 2012 31 Dec 2011
1,571,029 1,338,349

Exchange Fund debts pledged with the HKMA to facilitate the
Group’s trading and market-making activities in Exchange Fund

gtk SRk
ANETH FZA=T—H
As at As at

30 Jun 2012 31 Dec 2011
750,521 3,103,841

155 155

750,676 3,103,996
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29. Contingent liabilities and commitments (Continued)

EfEHEMZ GE (%) (c)  Assets pledged (Continued)
T e ] B R A T R Non-government bonds pledged with unrelated financial
Pl 2 JF BUR (57 - institutions under repurchase agreements are as follows:
it St 3 SR
A= FZA=1—H
As at As at
30 Jun 2012 31 Dec 2011
T {HE R Available-for-sale securities 856,665 428,356
R F 4 Held-to-maturity securities 169,653 37,896
R TE S E R EICHIERAL Investments in securities included in the loans
ZHERE and receivables category - 65,655
1,026,318 531,907
HEHE ARG (d)  Operating lease commitments
WAL By R AL > $&ART BUH Y ¥ Where a Group company is the lessee, the future minimum
28 FHL B TR A A 2R ZH AT 2 B IR lease payments under non-cancellable building operating
fEEAEmT leases are as follows:
e St S R
AZFH FZSA=+—H
As at As at
30 Jun 2012 31 Dec 2011
—HEN Not later than 1 year 95,925 108,065
—IEDME & AR Later than 1 year and not later than 5 years 137,761 125,876
HAELI Later than 5 years 69,692 78,946
303,378 312,887
WASEE fy AL > AT BUH ) ¥ Where a Group company is the lessor, the future minimum
286 4 FHL B TR I A 2R ZE AT 2 B IR A lease payments under non-cancellable building operating
fF 3R AHMT - leases are as follows:
it St 3 SR
A= FZA=+—H
As at As at
30 Jun 2012 31 Dec 2011
—HELN Not later than 1 year 18,666 19,009
—AERME 2 LR Later than 1 year and not later than 5 years 21,748 27,188
40,414 46,197
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At 30 June 2012

Assets
(ash 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 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
assrance business

Total assets

Liabilities

Depostts from banks

Derivative financial instruments

Tracing liabiities

Depostts from customers

Certificates of deposit issued

Issuiedl debt securities

Subordinated notes

Other accounts and accruals

Current income tax liabilties

Deferred income tax liabilties

Liabilties to policyholders
under long-ferm insurance
contracts

Total liabilities

Net liquidity gap

30. 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.
~WADLE  ZHARE  -EBE
ZRAKDT gk #hik

WHEE —MAUT 3 months or Over Over  HARE
Repayable on Upto lessbutover 3 months 1 year Over  JGHOINN it
demand 1 month 1 month tolyear  tobyears 5years Indefinite Total
2,126,787 8219315 800,718 46,279 - - - 11,193,009
- - 1883079 2308121 - - - 4,191,200
- 256,987 2,609,044 3,089,349 485,374 - 27443 6,638,197
- 370,023 A3 123310 1,147,746 4519322 1878759 8,066,633
- 141,158 95,369 33,186 175,955 299,514 - 745,182
6,785,320 7938942 8264208 12826110 30872485 27,034,671 1,380,685 95,102,416
- 93,141 327,525 874703 13395485 4,104,301 744024 19539179
- 313317 202910 1,834,127 5409,785 315,340 - 8135589
- - - - - - 12858 2,112,854
- - - - - - 12,519 12,519
- - - - - - 950,992 950,992
- - - - - - 95,825 95,825
- - - - - - 3807817 3807817
- - - - - - 650,865 650,865
- - - 4,682 - - - 4,682
- - - - 15,608 - - 15,608
- - - - - - 2008773 2,088,773
8912107 17,392,943 14210321 21100867 51502438 36,273,148 13,960,616 163,361,440
250 1,302,423 581,046 - 814,516 - - 2723485
- 87,919 26,309 26856 1,000,327 478,961 - 1,620312
- - 928449 1,235,576 113,093 - -8
8077749 45164761 26,631,719 11,634,708 735,707 - - 112,244,644
- 246,174 462986 1,396,619 573,722 - - 2,679,501
- - - - 2715083 - - 2715083
- - 1,164,804 - 51593 3,382,660 - 5063400
438,863 1,072,600 607,853 2,013,402 351,934 - 1618726 6103378
- - - 59,431 - - - 59,431
- - - - 118,573 - - 118,573
- - - - - - 178755 7,787,556
28,542,112 47873877 30,403,166 16,366,592 6,938,871 3,861,621 9,406,282 143,392,521
(19,630,005 (30,480,934 (16,192,845 4743275 44563567 32411527 4554334 19,968,919

41



(i)

WU A

Rt
Ciy]

Yi
R4 RERT0E

ERf-E+-AAR
B

HEREMENES
BEDAFERRAK
R ARGINERTE

fiE M IR
RERG A RA
Tkt %
GER
BRLARE
KRtH RS

Hig

EpuiE
ERH bR KR
ftEmz
WBERE
A
RHRRENL
HHRERE

it

il

RITH
fikem TR
FRRENEMAR
LR

Gk (L6
ERMTHHEES
fRH

SR RER
WA A B
EEnEAR
HRARRAAORE
iTiTvaA L

fitait

i i

At 31 December 2011
(Restated)

Assets
(Cash 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 securities
Investment in an associate
Investments in jointly
controlled entities
Goodwl
Infangible 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
Trading liabities
Deposits from customers
Certificates of deposit issued
Issued debt securities
Subordinated notes
QOther accounts and accruals
Current income tex liabilties
Deferred income tax liabilties
Liabilties to policyholders
under long-term
insurance contracts

Total liabilities

Net liquidity gap

30. Maturity profile (Continued)

—~HAULER  =REALLE —ED L
=RAZUT F-F EhE

MR —WARDT  Smonthsor Over Oer  BENE
Repayable on Upto  lessbutover 3 months 1 year Oer  BEMAS it
demand 1 month 1 month fo 1 year to 5 years 5 years Indefinite Total
4340854 7840163 36,467 161 - - - 127,645
- - 2726265 2,458,060 - - - 518432
- 76,991 1868905 3,186,146 362,562 21,606 184311 5700541
- 267,185 40,692 209679 1088118 3683716 1833310 7,172,700
- 67,124 141475 75,743 140,689 27,002 - 696,033
6,888280 7416964 8453197 11374155  286143% 833173 1673860 92743974
- 124,281 185,123 602349 1280445 3,302,246 676,797 17,665,252
- 553,281 486510 204,08 4812160 505,087 - 8398022
- - - - - - 1961365 1961365
- - - - - - 68,650 66,650
- - - - - - 950,992 950,992
- - - - - - 98,663 98,663
- - - - - - 3800778 3839778
- - - - - - 650,865 650,865
- - - 8,358 - - - 8,358
- - - - 50,069 - - 50,069
- - - - - - 182 1781282
11229143 16345980 13888634 20025685 47852300 36126800 13725843 159,194,484
1449% 1076582 477,923 815,503 - - - 2384508
- KIYl 49,485 26733 1288783 180,211 - 1579599
- 1500975 474389 969,257 100,581 - - 3045002
26313633 41,696,084 27015485 15304016 1209876 - - 111,629,004
- 537,200 48973 1,112,215 971,163 53,693 - 3,164,067
- - - - 271830 - - 2718320
- - - 1170815 - 2483672 - 3eaLder
440,439 730,697 542,781 803,057 354,488 - 1081082 425004
- - - 31,669 - - - 31,669
- - - - 83417 - - 83417
- - - - - - TA88560 7458562
768067 45575805 29049799 2032332 6726658 2717576 8840144 140,001,924
(15,539.424)  (29,229,866)  (15,161,165) (207640  M125732 33409204 4885609 19,192,560
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Ok —) 510 % A0 0 L B8 2 8 3 30 ) L 408 28 3% ) B 31.  Reconciliation of operating profit after impairment losses to net

cash flows from operating activities
For the six months ended 30 June

B 5|
Restated
SF-TE CF
2012 2011
Operating profit after impairment losses 638,120 553,985
Net interest income (1,159,132) (1,099,913)
Dividend income (26,316) (15,102
Loan impairment losses and other credit provisions 29,556 85,430
Depreciation 100,941 77,565
Amortisation expenses of intangible assets 2,838 8,085
Advances written off net of recoveries (37,708) (36,525)
Interest received 1,904,940 1,496,347
Interest paid (719,920) (353,871)
Dividend received 48,402 39,380
Operating profit before changes in operating
assets and liabilities 781,721 755,381
Changes in operating assets and liabilities:
- money at call and short notice with
an original maturity beyond three months (176,798) (682,608)
- placements with banks with
an original maturity beyond three months 1,120,028 310,959
- trading securities (420,443) (663,744)
- derivative financial instruments (8,376) 181,726
- financial assets designated at fair value
through profit or loss (893,933) (84,090)
- advances to customers (1,025,598) (8,005,093)
— trade bills (1,770,463) (498,113)
- other accounts (877,071) (2,021,894)
- investments in securities included in the loans
and receivables category 1,312,368 893,302
- loans receivable from jointly controlled entities 2,143 2,143
- available-for-sale securities (1,453,651) 1,491,971
- held-to-maturity securities 248,767 471,788
- value of in-force long-term
life assurance business (251,521) (115,768)
- deposits from banks 338,982 108,100
- trading liabilities (768,084) (2,071,908)
- deposits from customers 615,550 9,761,587
- other accounts and accruals 1,612,997 1,595,853
- liabilities to policyholders under long-term
insurance contracts 328,994 495,956
Exchange adjustments 93,990 (513,898)
Cash (absorbed by)/from operating activities (1,190,398) 1,411,650
Interest paid on certificates of deposit issued (36,887) (24,544)
Hong Kong profits tax paid (29,991) (1,690)
Overseas tax paid (18,676) (7,878)
Net cash (used in)/from operating activities (1,270,952) 1,377,538
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32.

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 performance assessment, 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, the Group
splits 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 centralised cash management for deposit taking
and lending, interest rate risk management, management of
investment in securities and the overall funding of the Group.

o Overseas banking businesses include 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. Starting from 2012,
only segment’s net interest income is disclosed, as this is the basis
of reviewing business segment performance by the Group’s chief
operating decision makers. Certain comparative amounts have been
revised to conform with the current year’s presentation.
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Net interest income/(expenses)
Non-interest income/(expenses)

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

Operating profit/{loss) before
impairment losses

Loan impairment losses and
other credit provisions
(charged)/written back

Operating profit/loss) after
impaiment losses

Net loss on disposal of
premises, investment
properties and other
fived assets

Net (loss)/gain on disposal of
investments in securities

Share of results of an associate

Share of results of jointly
controlled entities

Profit/loss) before taxation
Taxation (expenses)/credit

Profit/{loss) after taxation

For the six months ended
30 June 2012
Depreciation and amortisation

As at 30 June 2012
Segment assets
Segment liabilties

32.

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 2012

WARE  WERG U7 ZiE T 3 B
Personal  Commercial WEEH  Overseas  Insurance 1) Inter- it
Banking Banking Treasury Banking Business Others segment Total
472,424 344,709 136,492 192,806 135,156 (122,455) - 1,159,132
141,902 82,185 117,310 29,788 135,414 18,090 (30,777) 493,912
614,326 426,804 253,802 222,59 210,570 (104,365) (30,777) 1,653,044
(479.637) (139,732 (66,701)  (170,718)  (111,988) (47,369 30,777 (985,368)
134,689 287,162 187,101 51,876 158,582 (151,734) - 667,676
(60,125) 43,132 - (22,625) - 62 - (29,556)
84,564 330,294 187,101 29,251 158,582 (151,672 - 638,120
(595) - - - - (157) - (152)
- - (16,193) - 3,768 11,533 - (892)
- - - 176,989 - - - 176,989
- - - - - 6,072 - 6,072
83,969 330,204 170,908 206,240 162,350 (134,224) - 819,537
(13411) (54,519) (28,230) (4,283 (6,119 25,382 - (81,180)
70,558 215,775 142,678 201,957 156,231 (108,842 - 738,357
29,908 12,677 7,970 25,942 5,032 22,250 - 103,779
28222680 48121101 48,321,564 22,863,074 13795089 6433242 (4,395,319 163,361,440
64,579,763 27,827,606 13944642 17205260 10385441 13845128 (4395319 143,392,521
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Net interest income/(expenses)
Non-interest income/(expenses)

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

Operating profit/{loss) before
impairment losses

Loan impairment losses and
other credit provisions
(cherged)/written back

Operating profit/loss) after
impairment losses

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

Net gain on disposal of
investments in securities

Share of results of an associate

Share of results of jointly
controlled entities

Profit/loss) before taxation
Taxation (expenses)/credit

Profit/loss) after taxation

For the six months ended
30 June 2011
Depreciation and amortisation

As at 31 December 2011

Segment assets
Segment liabilties

32. Operating segment reporting (Continued)
For the six months ended 30 June 2011 (Restated)

WA WERR BAREE  RBER BIER
Posonal  Commercil  HPEEK  Overseas  Insurance it Inter- &t
Banking Banking Treasury Banking Business Others segment Total
419,881 359,924 104,128 184,775 127,422 (96,217) - 1,099,913
124,066 67,412 99,950 37,618 48,899 6,411 (21,183) 363,171
543947 427,336 204,078 222,393 176,321 (89,806) (21,185) 1,463,084
(373,290) (134,793) (65,047) (155,428) (80,957 (45,433) 21,185 (823,763)
170,657 292,543 149,031 66,965 95,364 (135,239) - 639,321
(35,527) (13,803) - (36,100) 94 - - (85,336)
135,130 278,740 149,031 30,865 95,458 (135,239 - 553,985
] - - (58) - (264) - (323)
- - 3,112 - 67,648 11,347 - 82,107
- - - 155,425 - - - 155,425
- - - - - 5,508 - 5,503
135,129 278,740 162,143 186,232 163,106 (118,653) - 796,697
(22,077) (45,800) 25,180) (6,382) (8271) 12,181 - 95,529)
113,062 232,940 126,963 179,850 154,835 (106,472) - 701,168
23,749 10,445 5,559 2213 4,002 18,682 - 85,650
28558556 43816296 48481204 23954589 13145798 6625391  (5,387,350) 159,194,484
67216050 22917174 14610339 18477379 9857933 12310399  (5,387,350) 140,001,924
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For the six months ended
30 June 2012

Total operating income net of
insurance claims

Profit before taxation

As at 30 June 2012

Total assets

Total liabilities

Intangible assets and goodwill

Contingent liabilities and
commitments

For the six months ended
30 June 2011

Total operating income net of
insurance claims

Profit before taxation

As at 31 December 2011

Total assets (restated)

Total liabilities (restated)

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.

2y S5 )

il R e fb L]
Hong Kong WM Inter-segment At
and Others Macau elimination Total
1,511,742 141,475 (173) 1,653,044
780,916 38,621 - 819,537
150,232,499 14,252,189 (1,123,248) 163,361,440
132,673,731 11,842,038 (1,123,248) 143,392,521
318,667 728,150 - 1,046,817
59,142,568 1,779,111 - 60,921,679

[5i s 7 T T

il R A g
Hong Kong M Inter-segment st
and Others Macau elimination Total
1,321,286 141,969 (171) 1,463,084
749177 47,520 - 796,697
146,512,307 14,270,367 (1,588,190) 159,194,484
129,682,023 11,908,091 (1,588,190) 140,001,924
318,667 730,988 - 1,049,655
59,014,094 1,958,302 - 60,967,396
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33.

Related-party transactions

During the first half of 2012, 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 changes 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 2011 and related
disclosures set out in the Group’s 2011 annual financial statements.

For the six months ended 30 June 2012, 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 the non-
wholly-owned banking 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 close family members and
entities controlled by them. During the first half of 2012, there were
no significant changes in the balances of these credit facilities and
deposits as compared to 31 December 2011.

Key management personnel of the Company are executive directors

and there were no significant changes to their remuneration terms in
the six months ended 30 June 2012.
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34.

Risk management

(A

(@)

49

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 from 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, and
inappropriate implementation of strategies and lack of effective
response to the market changes.

The other risk management aspects are disclosed below.
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 (“AC”); 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 (“EC”) 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 (“GRD”) and different functional
committees.
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34.

Risk management (Continued)

(A)

(b)

(©
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Banking Group (Continued)
Group risk function

The independent Group Risk function is responsible for
ensuring that policies and mandates are established for the
Group as a whole. GRD monitors and reports the Group risk
positions to the Board via the Risk Management and
Compliance Committee (“‘RMCC”) and the EC, 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. GRD 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, GRD takes into account the
guidelines established by the HKMA, business direction, and
risk adjusted performance of each business. GRD 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 GRD, 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 Department (‘RMCD”) is part
of GRD and reports directly to the Head of GRD.

Credit committees

The Credit Management Committee (“CMC”) and Treasury
Investment and Risk Committee (“TIRC”) are the committees
responsible for approving and recommending policies, limits
and mandates for risk control in loans and treasury business
respectively. The credit risk function, while set up to support
the business areas, reports solely to the GRD.
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34.

Risk management (Continued)

(A)

(d)
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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 and lending these funds
in a wide range of assets. The Group seeks to increase these
margins by consolidating short-term funds and lending for
longer periods at higher rates, while maintaining sufficient
liquidity to meet all claims that might fall due.

The Group also seeks to raise its interest margins through
lending to commercial and retail borrowers 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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34.

Risk management (Continued)

(A)

(e)

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 for approving major
credit exposures. The CMC and TIRC are the committees
responsible for credit policy formulation and portfolio
monitoring of the loan and treasury businesses respectively.
These committees are all chaired by the Chief Executive with
certain Executive Directors and senior business and credit
officers as members. Credit risk measurement, underwriting,
approval and monitoring requirements are detailed in credit
policies.

The Group manages all types of credit risk on a prudent basis.
Credits are extended within the parameters set out in the credit
policies and are approved by different levels of management
based upon established guidelines and delegated authorities.
Credit exposures, limits and asset quality are regularly
monitored and controlled by management, credit committees
and GRD. The Group’s internal auditors also 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

52

Standard & Poor’s Ratings Services, Moody’s Investors
Services 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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. RESUTR (H) (A)  Banking Group (Continued)

O%) fEfERBs (4 (e)  Credit risk (Continued)

(1) (i) 38 53 34 F 15 B0 I e 7R 1 (e)(ii) Counterparty credit risk exposures
7S ) f e ) AR T IR S E R A The Group exercises strict control limits in tenor and
M Sy~ MRS RS outstanding amounts on net open positions arising from over-
BT I B KIS R R A WA the-counter derivative transactions, repo-style transactions and
REFRBEMEE - HIEGHHH credit derivative contracts booked in its banking book or
A7 B TR R A 3 B AT (I trading book. The credit risk exposures associated with these
R AL B 2 Wi A E E ) - % contracts are predominantly their fair values (i.e. the positive
155 B R B AR 47 L [ K] T 355 5 ) 2 Y AT marked-to-market values favourable to the Group). These
gt AR WA 2 4% T 58 T e T credit risk exposures together with potential exposures from
EEHE 2 — M - I EE market movements are managed as part of the overall lending
JEBG: 7 B — i S L A IR limits allowed to counterparties. Collateral or other security is

generally not obtained for such credit risk exposures.
A5 B A ST B 4 T sg WA R g B Settlement risk arises in situations where a payment in cash
SN A AT oA [ A B R A or a delivery of securities or equities is made in expectation of
TR o AREE 5K 5SS B TFATAT a corresponding receipt in cash, securities or equities. To
FI 45 5 AR R 1 R 5 O DA mitigate settlement risk, daily settlement limits are established
IREE SR o AEB IR BT iR R A for each counterparty on the aggregate of all settlements on
G > B E R OO ) FR e 5 any day. The Group will also enter into netting arrangements
B and make settlement on the basis of delivery against payment
as appropriate.
(1% (i) 968 165 1 0 B (e)(iii) 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.

Real estate properties taken as collateral are evaluated before
the loan can be drawn. 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 various risk limits and guidelines approved by
the Board, and by TIRC under the authority delegated from
the Board. 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. The RMCD within the GRD, 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 positions
are managed within an acceptable level. Any exceptions have
to be reviewed and sanctioned by the appropriate level of
management of TIRC or by the Board as stipulated in the
relevant policies and procedures.

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. The 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
The following descriptions relate to DSB and BCM.
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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. RESUTR (H) (A)  Banking Group (Continued)
Q) W (&) (/) Market risk (Continued)
[E)i) FHEERZ 58 5 () (i)  Market risk arising from the trading book (Continued)
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(1) Market risk measurement technique

In the management of market risk, the Group measures market
risks using various techniques commonly used by the industry
and control market risk exposures within established risk limits.
The major measurement techniques used to measure and
control market risk are outlined below.

° Value at risk

The Group applies a “value at risk” methodology (“VaR”), which
is a statistically based estimate, to measure the potential loss
of its trading portfolio from adverse market movements. It
expresses as the maximum amount the Group might lose given
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. Hence, the use of VaR does not prevent losses
outside the VaR limits in the event of extreme market
movements.

The VaR model assumes a certain “holding period” (one day)
until positions can be closed. It is calculated based on the
current mark-to-market value of the positions, the historical
correlation and volatilities of the market risk factors over an
observation period of 250 days (or over one year) using a
method known as parametric VaR methodology.

The VaR model is continuously validated by back-testing the
VaR results for trading positions. All back-testing exceptions
are investigated and back-testing results are reported to senior
management.

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 positions and allocated to
business units. Actual exposures, including VaR, are monitored
against limits daily by GRD. Average daily VaR for the Group
for all trading activities during the six months ended 30 June
2012 was HK$2,674,000 (year ended 31 December 2011:
HK$2,946,000).
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Risk management (Continued)

(A)  Banking Group (Continued)

) Market risk (Continued)

(f(i)  Market risk arising from the trading book (Continued)
(1) Market risk measurement technique (Continued)
o Stress tests
Stress tests provide an indication of the potential size of losses
that could arise in extreme conditions. The stress tests carried
out by GRD include: risk factor stress testing, where stress
movements are applied to each risk category; and scenario
stress testing, which includes applying possible stress events
to specific positions or portfolios.
The results of the stress tests are reviewed by the Asset and
Liability Management Committee (“ALCO”) and the Board or
its delegated committee.

(2)  VaR summary of trading portfolio
BREZZ-"HAAZTHIEZ WE-F——F+A=T—HItZ
Y bl +=MA
6 months to 30 Jun 2012 12 months to SLDec 2011
T 4] Bk 1 ¢ Il
Average High Low Average High Low
1,835 3,589 1,090 1,419 2,850 876
1,964 3,143 829 2,637 3,962 1,722
2,674 4,692 1,636 2,946 4,277 1,914

(i) Market risk arising from the banking book

56

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 and TIRC, various limits, guidelines
and management action triggers are established to control
the exposures of the Group’s banking book activities to foreign
exchange risk, interest rate risk, and price risk. In particular,
position and sensitivity limits and price triggers are in place to
control the price risk of the investment securities. In addition,
sensitivity analysis and stress testing covering shocks and
shifts in interest rates on the Group’s on- and off- balance
sheet positions are regularly performed to gauge and forecast
the market risk inherent in the Group’s banking book portfolios
against the established control measures.

VaR methodology is not currently being used to measure and
control the market risk of the banking book.
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Banking Group (Continued)

Market risk (Continued)

Market risk arising from the banking book (Continued)
(2)  Foreign exchange risk

The Group has limited net foreign exchange exposure (except
for USD, Macau Pataca (“MOP”) and Renminbi (‘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 arise mainly from the operation of overseas subsidiaries
in Macau and Mainland China. The net exposure positions,
both by individual currency and in aggregate, are managed by
the Treasury Division (“TRD”) 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, or vice versa, is normally
matched using foreign exchange forward contracts to reduce
exposure to foreign exchange risk.

(8) Interest rate risk

From an earnings perspective, interest rate risk is the risk that
the net income arising from future cash flows of a financial
instrument will fluctuate because of changes in market interest
rates. From an economic value perspective, interest rate risk
is the risk that the economic value of a financial instrument
will fluctuate because of changes in market interest rates. The
Group takes on interest rate risk from both perspectives in the
banking book. As such, the interest margins or net interest
income and the economic value of the capital may increase or
decrease as a result of such changes or in the event that
unexpected movements arise. The Board and ALCO set limits
on the level of mismatch of interest rate repricing that may be
undertaken, which are monitored regularly 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 with the
objective to ensure that there is an adequate liquidity and
funding capacity to meet normal business operations and to
withstand a prolonged period of liquidity stress of not less than
one month. During the period, the Group had maintained a
sufficiently high liquidity ratio well above the statutory minimum
of 25%.
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Banking Group (Continued)
Liquidity risk (Continued)

Moreover, the Group has further enhanced the liquidity risk
management framework in accordance with the requirements
set forth in the Supervisory Policy Manual (“SPM”) LM-2 on
“Sound Systems and Controls for Liquidity Risk Management”
issued by the HKMA in April 2011. The SPM LM-2 is developed
to implement the sound liquidity principles formulated by the
Basel Committee on Banking Supervision (“BCBS”), in light of
the lessons learned from the financial crisis in 2007, and to
strengthen the liquidity risk management standards of banks.

Liquidity risk management is governed by the policy and
framework approved by the Board, which delegates the
Group’s ALCO to oversee liquidity risk management. The ALCO
regularly reviews the Group’s loan and deposit mix and
changes, funding requirements and projections, and monitors
a set of liquidity risk metrics, including the liquidity ratio and
maturity mismatch on an ongoing basis. Appropriate limits or
triggers on these risk metrics are set and sufficient liquid assets
are held to ensure that the Group can meet all short-term
funding requirements. The TRD is responsible for the day-to-
day management of funding and liquidity position while the
RMCD is responsible for the measurement and monitoring of
liquidity risk exposures on a daily basis. The Financial Control
Division handles regulatory reporting in relation to liquidity risk.

The monitoring and reporting take the forms of cash flow
measurements and projections for different time horizons,
including the next day, a week and a month, which are key
periods for liquidity management. The starting point for these
projections is an analysis of the contractual maturity of the
financial assets and liabilities as well as the expected maturity
of these assets and liabilities based on historical observations.
The cash flow projections also take into account the historical
behavior of off-balance sheet items, including undrawn lending
commitments and contingent liabilities such as standby letters
of credit and guarantees. The Group performs stress testing
regularly, which includes both an institution-specific crisis
scenario, a general market crisis scenario and a combination
of these crisis scenarios in order to assess the potential impact
on its liquidity position under stressed market conditions and
has formulated a contingency plan that sets out strategies for
dealing with liquidity problems and the procedures for making
up cash flow deficits (e.g. conducting repo transactions or
liquidation of assets held for liquidity risk management purpose)
in emergency situations.

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.
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Banking Group (Continued)
Operational risk

The Group manages its operational risk through a management
structure comprising members of senior management, an
independent risk management team 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 system,
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 jointly
monitored by the GRD and the Operations Division and
reported to the Group’s RMCC.

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.
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Banking Group (Continued)

Compliance of regulatory requirements under Basel Il and
Basel llI

The revised capital adequacy framework known as Basel |l
has come into force for all locally incorporated authorized
institutions in Hong Kong from January 2007. Basel Il is
structured around three “pillars”: minimum capital
requirements, supervisory review process and market
discipline. Starting January 2007, DSB and MEVAS adopt the
standardised approach for credit risk and market risk, and the
basic indicator approach for operational risk for Basel Il
compliance.

To promote the resilience of the banking sector, the BCBS
has issued the Basel Ill framework in December 2010 which
covers reforms with the objectives to further enhance the
capital and liquidity risk management standards of banks. The
HKMA has subsequently set out the local implementation
framework for consultation in January 2012. In line with the
timeline of the BCBS, the Basel Il requirements will be phased
in from 1 January 2013 to 1 January 2019 in Hong Kong. The
Group will continue to closely follow the developments to
ensure compliance with the new regulatory requirements.

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 while other derivatives are valued using
appropriate pricing models, such as Black-Scholes option
pricing model.
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Banking Group (Continued)
Fair values of financial assets and liabilities (Continued)

The Group uses external price quotes and its own credit risk
spreads in determining the current value for its derivative
liabilities and other liabilities for which it has elected the fair
value option. When the Group’s credit spreads widen, the
Group recognises a gain on these liabilities because the value
of the liabilities has decreased. When the Group’s credit
spreads narrow, the Group recognises a loss on these liabilities
because the value of the liabilities has increased.

Price data and parameters used in the measurement
procedures applied are reviewed carefully and adjusted, if
necessary, to take consideration of the current market
developments.

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.

Capital adequacy of and the use of regulatory capital by the
Group’s Hong Kong banking subsidiaries, DSB and MEVAS
are monitored regularly by the Group’s management,
employing techniques based on the guidelines developed by
the Basel Committee, as implemented by the HKMA, for
supervisory purposes. The required information is filed with
the HKMA on a quarterly basis.
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Risk management (Continued)
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Banking Group (Continued)
Capital management (Continued)

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:

o 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

o 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 banking
subsidiary in China, 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 capital adequacy ratio) at or above the
agreed regulatory minimum of 8%.
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Banking Group (Continued)
Capital management (Continued)

Certain non-banking subsidiaries of the Group are also subject
to statutory capital requirements from other regulatory
authorities, such as the Securities and Futures Commission.

Fiduciary activities

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

Launch of new product or service

The launch of every new product or service is governed by
the New Product Approval Process stipulated under the Group
Risk Policy which requires the relevant business and supporting
units, including GRD, to review the critical requirements, risk
assessment and resources plan before the launch. New
products or services which could have a significant impact on
the Group’s risk profile should be brought to the attention of
the Board or its designated committee(s) before the launch.
The Group’s internal audit function performs regular
independent review and testing to ensure compliance by the
relevant units in the new product approval process.

Insurance Group

The Group’s 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.
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Insurance Group (Continued)
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.

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 (1976) 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.
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Risk management (Continued)
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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 AC, 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$0.29 per
share for 2012 payable on or after Wednesday, 26 September 2012
to shareholders whose names are on the Register of Shareholders
at the close of business on Friday, 21 September 2012.

CLOSING OF REGISTER OF SHAREHOLDERS

The Register of Shareholders will be closed from Monday, 17
September 2012 to Friday, 21 September 2012, 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,
14 September 2012.

CORPORATE AND BUSINESS OVERVIEW
HIGHLIGHTS

Improving sentiment in the first quarter of 2012 quickly reversed in
the second quarter, with renewed fears of a global economic
slowdown, instability in the Eurozone and a weaker than expected
Mainland outlook. Against this weakening background, our Group
reported encouraging results, with profit attributable to shareholders
up by 6% from HK$557.4 million to HK$590.9 million. Key trends
during the first half of the year included a significant sequential
improvement in net interest margin compared with the second half
of 2011, to 1.47%; mild loan growth; continuing inflationary cost
pressures; a strong performance from our insurance investment
portfolio; and improvement in most major types of operating income.

Both our banking and insurance businesses reported improved profit
relative to the first half of 2011, and our investment in Bank of
Chongaing once again made a strong contribution to our overall
results.
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CORPORATE AND BUSINESS OVERVIEW (Continued)
HIGHLIGHTS (Continued)

Most key ratios showed improvement, with return on equity
increasing from 7.0% to 7.6%, capital adequacy ratio increasing
from 15.2% (as of 31 December 2011) to 16.2%; and loan
impairment losses reducing from HK$85 million to HK$30 million in
the period.

BUSINESS AND FINANCIAL REVIEW

All major operating income items reported growth for the period.
Net interest income was up by 5.4% from HK$1,100 million to
HK$1,159 million. Whilst net interest margin (‘“NIM”) was slightly lower
than the prior year first half at 1.47%, it improved significantly by 15
basis points compared with the second half of 2011 at 1.32%. The
sequential increase in margin was driven largely by lower deposit
costs, resulting from improved market liquidity and a sharp focus
on deposit cost management, whilst improved Treasury business
investment yields, as well as some upward repricing of certain of
our loan products also contributed to the improved NIM on the asset
side.

Net fee and commission income increased by 19.1% from HK$188
million to HK$223 million and net trading income increased from
HK$177 million to HK$355 million. The improvement in fee income
was driven largely by increases in our trade finance, credit card,
bancassurance, wealth management and treasury related fee
income. The increase in trading income was driven both by a much
higher gain from trading securities, as well as a much higher net
gain on financial instruments designated at fair value through profit
and loss largely relating to our insurance investment portfolio, which
more than offset a lower gain from dealing in foreign currencies.

The improved operating income items led to an overall increase in
operating income net of insurance claims by 13.0% from HK$1,463
million to HK$1,653 million. Whilst headline operating expenses
increased by 19.6% to HK$985 million, it should be noted that a
major portion of the year on year increase relates to the effect of the
write back of certain provisions relating to settlement of Lehman
Minibond cases in the first half of 2011, which were not repeated in
2012. Eliminating the impact of these operating expense provisions,
operating expenses grew by a single digit percentage.

Loan impairment losses and other credit provisions fell from HK$85
million to HK$30 million indicating the benign credit quality of our
loan book and the generally robust financial positions of our
customers during the period. A small loss was reported on the net
disposal of financial instruments, compared with a gain of HK$82
million in the prior period.

Our investment in Bank of Chongging continued to perform well

with a contribution of HK$177 million for the period, an increase of
14% over the first half of prior year.
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BUSINESS AND FINANCIAL REVIEW (Continued)

Our insurance business generated a stable performance compared
with the prior period, with profit of HK$156 million, which was broadly
unchanged relative to the first half of 2011. Both new business and
overall premium income were similar to the prior year, whilst
investment income increased substantially, benefitting from lower
interest rates that led to a higher value in the bond portfolio, and
better than market performance in the equity portfolio. Set against
this were higher transfers to actuarial reserves for liabilities, driven
mainly by lower valuation interest rates, and higher operating
expenses as a result of investment in the business to improve IT
systems, enhancement in product range and an increase in our
financial planners in branches as part of the overall effort to
strengthen our distribution channels.

During the period we issued S$225 million of subordinated notes
due 2022, which qualify as lower tier 2 capital. This increased the
overall capital adequacy ratio of our Banking Group from 15.2% to
16.2%.

PROSPECTS

There are a large number of uncertainties regarding the global
economic outlook at present. The Eurozone remains volatile, and
whilst strong efforts are being made to address a number of issues,
their effectiveness has not yet been proven. Recent growth figures
in the US are generally relatively weak and mixed, and there is
uncertainty over future direction of policy due to the upcoming US
Presidential election. Mainland growth is also forecast to decelerate.

Against this background, a cautious approach in managing our
businesses is called for, and we will continue to operate our
businesses prudently, with attention to profitability and balance sheet
management, credit risk management, cost control and overall
efficiency.

We are moving towards the adoption of a new banking regulatory
regime, Basel lll, starting on 1 January 2013, and whilst this will
continue to contribute to the strengthening of capital and liquidity in
the global banking system, its full implications for banks’ profitability
are not yet fully apparent.

Nevertheless, despite the overall cautious outlook, we believe that
our core markets of Hong Kong, Mainland China and Macau remain
amongst the better and more stable banking markets globally, and
still offer opportunities for profitable growth. We also see
opportunities to grow our insurance businesses, principally in Hong
Kong and Macau. Whilst the new Basel Ill regulations represent a
major challenge for many banks globally, we move towards 1 January
2013 with a strong capital base and ample liquidity.

Therefore, despite our caution generally in the current operating
environment, we remain positive about the prospects of further
growth and opportunities in our core businesses and markets in the
medium term.
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Bl S EBBRR  of HKS1 each in DSBG

B E David Shou-Yeh Wong

el et John Wai-Wai Chow

RRfE Nicholas John Mayhew

Wik

() BEEZEEMEGSDEREEA =22 8
ERER AT A Z B

() BLEE IRy i R ST 3E RO AR A R 4 i
WAL 2 2 REREREZRENE W R IR EGE AR
) A

(3)  WHERHMATEMARA R ([KBFRTE
B BTl P EDHR AN RRAZE
5 M 45 417 S T B I 1 38 XV o FE AR
AR Bk H R ROR BT 4E B 74.13% 2 ¥ E HE
ﬁﬂ o

4 B Lul T R 2 KB aRAT A B g AN >
8 7E DSE Investment Services Limited ([DSE])
INEA T (B 7007 70 2 B Se R #E 45 » DSEJS
RANF GG AR > HEFYEmEEZE o

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

At 30 June 2012, 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 of Hong Kong Limited (the
“Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they have taken
on or are deemed to have acquired under such provisions of the
SFQ), 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
Number of shares

et RA
1IN £ ML O Jfb s kg A
Personal Corporate Other Total % of issued
interests interests interests interests share capital
- 8,826,114 109,742,185 @ 118,568,299 40.49
1,046,834 - - 1,046,834 0.36
- 906,586,087 @ - 906,586,087 74.13
181,013 - - 181,013 0.01
22,000 - - 22,000 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
(“HSBCIT"), 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 as at
the record date.

(4)  In addition to his interest in DSBG, Nicholas John Mayhew is also
beneficially interested in all of DSE Investment Services Limited’s
(“DSE”) preference shares in issue totalling HK$700. DSE, a wholly
owned subsidiary of the Company, is currently dormant.
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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 2012 under
the Schemes are set out below:

%k
ikl
Held at
1112012
KEA Grantee
KA Share Option Scheme
aRiE of the Company
i Directors
SR Nicholas Jonn Mayhew 104475
EaERY Aggregate of employees © 104475
750,000
KBt Share Option Scheme
wIRHEH of DSBG
1] Directors
ik Gary Pak-Ling Wang 2,600,000
FEE Nicholas John Mayhew 2,400,000
EHARO Aggregate of employees ® 2,800,000
B it
(1) LB R AR B R T SR Z R

LLLE
Granted
during
the period

AREALZRBUH
Number of shares in the options
lﬂﬂ%ﬁg ;
Bl R-F-Z
Wikl Lapsed  AHZHH fileh
Exercised  cancelled i fiflif Exercise period
during during Heldat  Exercise bad! ] 3
theperiod  the period  30/6/2012 price  Grant date From To
BT (R/R/% (B/R/B (R/R/B
HKS D) (D) (D)
- - 104,475 5928 2892007 28/9/2008  28/9/2013
- - 104,475 5028 28/92007  28/9/2008  28/9/2013
- - 750,000 4000 12122011 12122012 121122017
- - 2,600,000 9.25 121212012
- - 2,400,000 9.25 121212012
- - 2,800,000 9.5 12120011 121202012 12122017
Notes:
(1) All the above share options granted to the grantees under the

Ji%

AR T B — R E2ER T ENE
5 00 T 25 A i 2 47 0 452 4R 39 A1 A0

K o

2 fE-F—

TAEANHAZA B AR R

%

S GHER A SRR N T 2 AR i

RIBLE 2 AR 1 R 2GR IR
©)

WRAEE 2 AEBRERERE % —

ERNAZTHIEAMA BE > ZE# TR
THT &G AR B IR AT B 5 B
1 o BB RANT R/ SR RAT S £
BEMBAFAMNES - SHTHABSEH
N B 3l 7 s AR AN A 5 AR S 40 ) T AR

g H -

Q)
P i i 250 5 36 O P 2 R B

T % R BR A MAT AR 7 RH AT 4

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

During the six months ended 30 June 2012, 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 2012 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.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

Notes: (Continued)

(6)  Inaccordance with an approved scrip dividend scheme relating to
the final dividend for the year ended 31 December 2011 (the “Final
Dividend 2011”), a total of 3,722,152 new, credited as fully paid,
shares of the Company (the “Scrip Shares”) were ascertained by close
of 29 June 2012 to be issued and allotted to shareholders who elected
to receive the Scrip Shares in lieu of the Final Dividend 2011 paid in
cash. Immediately after the allotment of Scrip Shares, a total of
296,526,638 shares of the Company are then in issue as of 5 July
2012. 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 2012.

All the interests stated above represent long position. As at 30 June
2012, 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 2012 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.

SHAREHOLDERS’ INTERESTS

At 30 June 2012, 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.
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JBe S HE A (4) SHAREHOLDERS’ INTERESTS (Continued)

BT Rk
i 4% I ZHRK
¥%H % of
Sh Number of the issued
Jot 3 Shareholder Capacity shares held share capital
TREE Christine Yen Wong FEL RS A T s 118,568,299 1 40.49*
B 5 £
Deemed interest by virtue of
her spouse having a notifiable interest
B PR A R A HSBC International Trustee EEINSGS- T 109,742,185 @ 37.48*
Limited Trustee and corporate interest
DSI Limited DSI Limited EHANGS i i 52,379,354 @ 17,89"
Trustee and corporate interest
“EUFIHER Mitsubishi UFJ Financial W 44,116,395 15.07
Group, Inc. Corporate interest
=% R R URIHT The Bank of Tokyo-Mitsubishi Hafa 44,116,395 15.07
UFJ, Ltd. Beneficial interest
DSI Group Limited DS| Group Limited Rt AR B 4 39,883,977 © 13.62*
Trustee and corporate interest
Aberdeen Asset Management  Aberdsen Asset Management Erg v i 18,048,800 6.16
Asia Limited Asia Limited Investment manager
Aberdeen Asset Management  Aberdeen Asset Management Pl £ & %31 17,783,135 6.07
Pl ZRF %2 and its associates on behalf of  Investment manager
BBRE accounts under mandates
DSI Holding Limited DSI Holding Limited FEINEL & 17,478,854 © 5.97"
Trustee and corporate interest
i DL L B 5 [ 5 S BR A |~ DSI Limited * Each of the interests of HSBC International Trustee Limited, DSI
DSI Group Limited & DSI Holding Limited % H Limited, DSI Group Limited and DSI Holding Limited forms part of
JUr B 7R 2 R g 240 o < 3 TR AR IRy the shares held by David Shou-Yeh Wong in the Company as
2 TS 2 RO [ AT disclosed under the heading “Interests of Directors and Chief
fi e | ENIRE T A B o T RE S0 & B Executive”. The interest of Christine Yen Wong represents the whole
TS EAARNFM RS 2R Hilk - A of such shares. Therefore, these shareholdings should not be
B AT AR AR - MRS SF R A aggregated, and rather form part or whole of the same share interest
AR TR0 BT 9 A AR R IR AR R of David Shou-Yeh Wong held in the Company as disclosed in this

A o Interim Report.
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SHAREHOLDERS’ INTERESTS (Continued)

Notes:

(1) Such shares represent the 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” above.

(2)  Such shares are mainly comprised of the interest indirectly held by
HSBCIT 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)  Percentage of interests held by each named shareholder was
calculated with reference to the total number of the Company in issue
as of 30 June 2012 being the record date.

(6)  In accordance with an approved scrip dividend scheme relating to
the Final Dividend 2011, a total of 3,722,152 Scrip Shares of the
Company were issued and allotted to shareholders who elected to
receive the Scrip Shares in lieu of the Final Dividend 2011 paid in
cash. Immediately after the allotment of Scrip Shares, a total of
296,526,638 shares of the Company are then in issue as of 5 July
2012 and the percentage of interests held by all named shareholders
above shall be subject to slight change relative to the enlarged share
capital of the Company.

All the interests stated above represent long positions. As at 30
June 2012, no short positions were recorded in the register of
shareholders’ interests in shares and short positions maintained by
the Company.

COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE

During the six months ended 30 June 2012, the Company has
complied with all the code provisions set out in the Code on
Corporate Governance Practices valid until 31 March 2012, and
Corporate Governance Code commencing from 1 April 2012 (the
“New CG Code”), contained in Appendix 14 of the Listing Rules,
except that the shareholders’ communication policy required under
the New CG Code was formally adopted on 8 August 2012 to
recapitulate the principles and practices, and all the channels or
means of communications to or from our shareholders, which in
substance have been in place and enhanced from time to time.
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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 of Listed Issuers (Appendix 10 of the Main
Board Listing Rules) (the “Model Code”). 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.

CHANGES IN INFORMATION WITH REGARD TO
DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in the detalils
of Directors of the Company during the interim period until the date
of this Report, since the publications of the 2011 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. John Wai-Wai Chow
- Resigned as Director of Winsor Properties Holdings Limited
(with effect from 1 September 2012)

(b) Dr. Tai-Lun Sun
- Elected as Chairman of Hong Kong Management
Association

(¢) Mr. Lon Dounn
- Appointed as Independent Non-executive Director of Dah
Sing Bank, Limited

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 2012,

74



Wi & H TR

AN AT HE - HMEE LS TRER T
AR KSR K B

AR B R

WEZF-"FAH =T HIEAMEA Y &
o A B FLAT AT B 2~ i o A R~ o
HE bz s -

v 390 38t

B0 A CE AR B 8 1 7S B E R R E R 2
AN E R TR AT AT
)\ SRR O = AR R AT
PR R ) B E AR - S KA R AT |
(http://www.dahsing.com) T # e

#HA R H

RAREH - ARFAEFGRAUHENTES
FAPESAE (EW) » HERS A (EE AL
FATHAERD) ~ FAAvOLE BB A s
WATE R S (B H SR NP
Jetke) - B B R AR Bk
WATHE R L F L - R L EEE
BRI OB -

TR i
A AR BRI R

HE —F-"HFAANLE (BB

REMUNERATION AND STAFF DEVELOPMENT

There have been no material changes to the information disclosed
in the Company’s 2011 Annual Report in respect of the remuneration
of employees, remuneration policies and training schemes.

DEALINGS IN THE COMPANY’S SHARES

There was no purchase, sale or redemption by the Company, or
any of its subsidiaries, of the Company’s listed shares during the six
months ended 30 June 2012.

INTERIM REPORT

Further copies of this 2012 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), Gary Pak-Ling Wang and Nicholas John Mayhew as
Executive Directors; Messrs. Takashi Morimura (Takami Onodera as
alternate), Hidekazu Horikoshi and John Wai-Wai Chow as Non-
executive Directors; Messrs. Robert Tsai-To Sze, Dr. Tai-Lun Sun
(Dennis Sun), Lon Dounn and Seiji Nakamura as Independent
Non-executive Directors.

By Order of the Board
H L Soo
Company Secretary

Hong Kong, Thursday, 9 August 2012
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