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Financial Highlight
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Half-year ended Half-year ended Year ended

30 June 2011 30 June 20107 31 December 2010

. PE HAT P S

FE For the period/ year H %,000 HN( 000 HIL 000
HEVIR SR SRS Net operating income before impairment

allowances 643,681 478,820 1,029,105

AEEVEF] Operating profit 702,499 340,015 730,938

AR Profit before taxation 721,607 348,289 751,957

F FREF Profit for the period/ year 602,439 288,700 623,612

. ﬁf’“ 7 HPET HAPET

a—— At period/ year-end H *,000 HIL 000 Hll( 000

Pk I Capital and reserves 5,338,916 4,314,320 4,729,977

S O A Issued and fully paid share capital 300,000 300,000 300,000

o AR Total assets 44,309,977 39,147,849 41,066,624

s o Financial ratios % % %

LA A [ ! Return on average capital and reserves ' 24.13 13.81 14.12

T [ 2 Return on average total assets 2 2.85 1.47 1.54

oYk ST P S Cost to income ratio 3 23.52 29.17 29.03

£ P 4 Loan to deposit ratio * 63.77 60.07 62.64

T SEYE P ® Average liquidity ratio ° 41.19 42.95 41.68

TYh S pLbesk Capital adequacy ratio © 19.62 15.49 15.91

1. 3 S A

Return on average capital and reserves

2. T Y [

Return on average total assets

I F REF]
= Profit for the period/ year
HEA A1 ﬁﬁ VA RS R R S

Average of beginning and ending balance of capital and reserves

BT A
= Profit for the period/ year
HV AE D ]/ 1 L RN T
Average of beginning and ending balance of total assets

3. TEH RIS A ST L‘“‘:*Eﬁ > SRR SRR p L 3. Cost to income ratio has been calculated after excluding the effect of Lehman

VIR o Ly

Brothers related products expenses recovery.

4. eV RN [ A SRS BT o VR 4. Loan to deposit ratio is calculated as at period/ year end. Loan represents gross

WOTERAE S E Wﬁ,ﬁ’ BT I filAg
Y SRR ﬂh’?#br‘ﬁ °

5. T HEIFRENEY S P AL B LS E U I A 5.
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= S -
6. T¥A e pLb= o7 ol (32

e i
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R HIEE [P E| T STy £ o P

S )HID W%’ 6.
f[\(ﬁﬁﬁ#ﬁ[mﬁ} 9 Fj«zﬂyr gﬁpg‘*t;l{p }I
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[J[E’Ih‘f-?”
FHASFRE | fugy%*f]rm;n@ R

advances to customers. Deposit also includes structured deposits reported as
“Financial liabilities designated at fair value through profit or loss”.

Average liquidity ratio is calculated as the simple average of each calendar
month’s average liquidity ratio of local offices of Chiyu Banking Corporation Limited
for the period/ year.

Capital adequacy ratio is computed on the combined basis that comprises the
positions of local offices and overseas branches of Chiyu Banking Corporation
Limited specified by the Hong Kong Money Authority (“‘HKMA”) for its regulatory
purposes and in accordance with the Banking (Capital) Rules. The Group adopted
the foundation internal ratings-based (“FIRB”) approach to calculate credit risk as
at 30 June 2011, as opposed to the standardised (credit risk) (“STC”) approach
that was used as at 31 December 2010. As a result of the change in the basis
used, the capital ratios shown above are not directly comparable.

LR 95T T :£[7f

(& (I:H

Sl R Lo L
70T PR S TR T R IJHYﬁf 7. Certain comparative amounts have been restated to reflect the early adoption of

\\\

SR 1298 (s

) TETHEL -

HKAS 12 (Amendment) “Income Taxes”.
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Chiyu Banking @orporation Ltd.

Management’s Discussion and Analysis

Business Review

Hong Kong’s economy performed better than expected in the first half of 2011.
Aided by the continuous improvement of Mainland China’s economy and other
recovering economies, external trade activities have increased substantially.
Furthermore, supported by the improving job market and increasing household
income, as well as higher tourist spending, consumer spending continued to
grow. Property prices remain high due to the persistently low interest rate
environment. Nevertheless, the global financial markets are still unstable,
leading to fluctuation in the stock markets and commaodity markets.

With new opportunities arising in Hong Kong’s banking sector, lending has
substantial growth. The increase in deposits is lower than the increase in
loans. RMB business provides a new growth engine in the banking sector.
Investment and wealth management services still maintain its growing
potential, while asset quality remains sound.

In the first half of 2011 the Group continued to optimize its cross-border
services, providing customers with more comprehensive, cross-border banking
services.Through its 24 branches in Hong Kong, 2 branches and 1 sub-branch
in Mainland China, the Group provides traditional banking services in Hong
Kong Dollars, U.S. Dollars, RMB and various foreign currencies. We also
provide tailor-made cross-border services to satisfy different kinds of
customers’ needs. The Group has also put effort on improving the professional
skills of its service teams and emphasises on providing personalized and high
quality banking services. Customers can access our services through “Online
Banking” and “Mobile Banking” at anytime and anywhere. In addition, we will
continue to enhance our corporate governance mechanism to ensure
sustainable and healthy development. The Group's overall business
performance has significantly improved in the first half of year.

Financial Review

For the first half of 2011, the Group recorded a profit attributable to
shareholders of HK$602,439,000, up 108.67% comparing with the same
period of last year. It is mainly because of the increase in net interest income
as a result of improved net interest margin and recovery of Lehman Brothers
related products expenses. The return on average shareholders’ funds and the
return on average total assets were 24.13% and 2.85% respectively.

Compared with the first half of 2011, net interest income was HK$430,927,000,
increased by 25.19%. Net interest margin was 2.07% or 24 basis points higher
than the same period of last year. Net fees and commission income were
HK$144,031,000, increased by 14.45%. Excluding the effect of Lehman
Brothers related products expenses recovery of HK$215,715,000, operating
expenses increased by 8.39% to HK$151,400,000, while the cost to income
ratio decreased by 5.65% to 23.52%.

The Group continues to apply vigilant credit risk management, maintaining the
classified loans ratio at a relatively low level of 0.04%. For the first half of 2011,
net charge of loan impairment allowances was HK$5,490,000, as compared
with net reversal of loan impairment allowances of HK$905,000 as of same
period last year.

As of 30 June, 2011, the total consolidated assets of the group increased by
7.9% to HK$44,309,977,000 when comparing with the end of 2010. Loans and
advances to customers rose by 5.33% to HK$22,811,143,000. Customer
deposits increased by 3.46% to HK$35,773,751,000.
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Chiyu Banking @orporation Ltd.

Management’s Discussion and Analysis (continued)

Prospect

Looking forward to the second half of 2011, global economy remains uncertain.
Due to high inflation rate, China will continue its monetary tightening policies,
which will slow down its growth in the second half of the year. For the Western
countries, consumer spending and business investments will continue be
restrained due to slow recovery of the US economy. The European debt crisis
is still a top concern of the global economies, with a long-term solution remains
yet to be seen. Despite all the uncertainties surrounding the global economies,
Asian economies are still in a comparatively advantageous position. While
Mainland China has seen to slow down its growth, they are still performing
better among the global economies. With the influences from the external
environments, the economy of Hong Kong will continue to improve and
develop, but slowly in the second half of the year.

The Groups will continue to provide comprehensive services to our customers,
analyze the market trends and customers needs, fully utilize our products and
service models. We will offer personalized services to address the different
needs of personal customers and provide auxiliary financial service solutions
to corporate customers with specialized business models. The Group will
continue to expand its one-stop business service platform in Mainland China to
capture business opportunities. Furthermore, our RMB services and products
will be integrated with our traditional banking services so as to provide a more
complementary products and services.

We would like to express our immense gratitude to our customers and business
partners for their confidence and support and we are devoted to provide our
services cordially, earnestly and professionally to all of them.

Risk Management

Overview

The Group believes that sound risk management is a key success factor for
any organisation. In its daily operation, the Group attaches a high degree of
importance to risk management and emphasises that a balance must be struck
between risk control and business growth and development. The principal
types of risk inherent in the Group’s businesses are reputation risk, legal and
compliance risk, strategic risk, credit risk, market risk, interest rate risk, liquidity
risk and operational risk. The Group’s risk management objective is to
enhance shareholder value by maintaining risk exposures within acceptable
limits.

Risk Management Governance Structure

The Group’s risk management governance structure is designed to cover the
whole process of all businesses and ensure various risks are properly
managed and controlled in the course of conducting business. The Group has
a sound risk management organisational structure as well as comprehensive
policies and procedures to identify, measure, monitor and control various risks
that may arise for the organisation. These risk management policies and
procedures are regularly reviewed and modified to reflect changes in markets
and business strategies. Various groups of risk takers assume their
respective responsibilities for risk management.
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Chiyu Banking @orporation Ltd.

Management’s Discussion and Analysis (continued)

Risk Management

Risk Management Governance Structure (continued)

The Board of Directors, representing the interests of shareholders, is the
highest decision making authority of the Group and has the ultimate
responsibility for risk management. The Board, with the assistance of its
committees, has the primary responsibility for the determination of risk
management strategies and for ensuring that the Group has an effective risk
management system to implement these risk management strategies. Risk
Management Committee (“RC”), a standing committee established by the
Board of Directors, is responsible for overseeing the Group’s various types of
risks, reviewing and approving high level risk related policies and overseeing
their implementation, reviewing significant or high risk exposures or
transactions and exercising its power of veto if it believes that the transaction
shall not proceed. Audit Committee (“AC”) assists the Board in fulfilling its role
on overseeing internal control system.

The Chief Executive (“CE”) is responsible for managing the Group’s various
types of risks, approving detailed risk management policies, and approving
material risk exposures or transactions within his authority delegated by the
Board of Directors. The Head of Strategic Planning and Control Department
(“SCD”) assists the CE in fulfilling his responsibilities for the day-to-day
management of risks. The head of SCD is responsible for initiating new risk
management strategies, projects and measures that will enable the Group to
better monitor and manage new risk issues or areas that may arise from time
to time from new businesses, products and changes in the operating
environment. He may also take appropriate initiatives in response to regulatory
changes. The head of SCD is also responsible for reviewing material risk
exposures or transactions within his delegated authority and exercising his
power of veto if he believes that any transaction should not proceed.

Various units of the Group have their respective risk management
responsibilities. Business units act as the first line of defence while risk
management units, which are independent from the business units, are
responsible for the day-to-day management of different kinds of risks. Risk
management units have the primary responsibilities for drafting, reviewing and
updating various risk management policies and procedures.

The Group faces the same types of inherent business risks and adopts
consistent risk management strategies and policies as its immediate holding
company, Bank of China (Hong Kong) Limited (“BOCHK”). The Group
executes its risk management strategy independently and functionally reports
to BOCHK on a regular basis.

Credit Risk Management

Credit risk is the risk that a customer or counterparty will be unable to or
unwilling to meet a commitment it has entered into. It arises principally from
lending, trade finance and treasury businesses, and covers inter-bank
transactions, foreign exchange and derivative transactions as well as
investments in bonds and securities. Risk and Credit Management Division
(“CMD”) provides centralised management of credit risk within the Group.
Different credit approval and control procedures are adopted according to the
level of risk associated with the customer, counterparty or transaction.
Corporate and financial institution credit applications are independently
reviewed and objectively assessed by risk management units. Obligor ratings
and facility grades are assigned to these portfolios. Retail internal rating
systems are deployed in risk assessment of retail credit transactions, including
small business retail exposures, residential mortgage loans, personal loans
and credit cards. Obligor ratings as well as loss estimates (if applicable) are
used to support credit approval.
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Management’s Discussion and Analysis (continued)
Risk Management (continued)

Credit Risk Management (continued)

The Group identifies credit concentration risk by industry, geography, customer
and counterparty risk. The Group monitors changes to counterparties credit
risk, quality of the credit portfolio and risk concentrations, and reports regularly
to the Group’s management

The Group uses loan grades, obligor ratings and loss estimates (if applicable)
to support credit monitoring, analysis and reporting. For corporate and financial
institution, more frequent rating review and closer monitoring are required for
riskier customers. For retail exposures, monthly updated ratings and loss
estimates are used for credit monitoring on a portfolio basis. More
comprehensive review is required for obligors being identified under high-risk
pools. The Group has established a master scale for internal credit rating
purpose, which is in compliance with the Banking (Capital) Rules on rating
structure. In addition to obligor ratings, the Group adopts a facility rating
system to assess the risk in the facility structure during credit approval. This
two-dimensional rating approach to evaluate credit risk is complied with the
HKMA's requirement on IRB.

As of 30 June 2011, the Group continues to adopt loan grading criteria which
divide credit assets into 5 categories with reference to HKMA's guidelines.
CMD provides regular credit management information reports and ad hoc
reports to members of Executive Committee (“EC”), RC, AC and Board of
Directors.

Interest Rate Risk Management

Interest rate risk means the risks to a bank’s earnings and economic value
arising from adverse movements in interest rate and term structures of the
bank’s asset and liability positions. The Group’s interest rate risk exposures
are mainly structural. The major types of interest rate risk from structural
positions are:

- Repricing risk — mismatches in the maturity or repricing periods of assets
and liabilities that may affect net interest income;

- Basis risk — different pricing basis for different transactions so that the
yield on assets and cost of liabilities may change by different amounts
within the same repricing period;

- Yield curve risk — non-parallel shifts in the yield curve that may have an
adverse impact on net interest income or economic value;

- Option risk — exercise of the options embedded in assets, liabilities or
off-balance sheet items that can cause a change in the cash flows of
assets and liabilities.
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Management’s Discussion and Analysis (continued)
Risk Management (continued)

Interest Rate Risk Management (continued)

The Group set out interest rate risk indicators and limits to identify, measure,
monitor and control interest rate risk. The indicators and limits include, but are
not limited to, re-pricing gap limits, basis risk, net interest income sensitivity
ratio, economic value sensitivity ratio (including sub-limit for AFS securities),
etc. The indicators and limits are classified into two levels, which are approved
by the RC and ALCO respectively. Risk-taking business units are required to
conduct their business within the boundary of the interest rate risk limits.
Before launching a new product or business in the banking book, relevant
departments are required to go through a risk assessment process, which
includes assessment of underlying interest rate risk and consideration of the
adequacy of current risk monitoring mechanism. Any material impact on
interest rate risk noted during the risk assessment process will be reported to
the Head of SCD and submitted to the RC for approval.

Net interest income sensitivity ratio (NIlI) and economic value sensitivity ratio
(EV) assess the impact of interest rate movement on the Group’s net interest
income and capital base. They are the Group’s key interest rate risk indicators.
The former assesses the impact of interest rate movement on net interest
income as a percentage to budgeted net interest income for the year. The latter
assesses the impact of interest rate movement on economic value (i.e. the
present value of cash-flows of assets, liabilities and off-balance-sheet items
discounted using market interest rate) as a percentage to the latest capital
base. Limits are set by RC on these two indicators to monitor and control the
Group’s banking book interest rate risk.

The Group uses scenario analysis and stress test to assess the banking book
interest rate risk the Group would face under adverse circumstances. Scenario
analysis and stress test are also devised to assess the impact on net interest
income and economic value as well as capital base arising from the optionality
of demand and savings deposits and the prepayment of mortgage loans.

Market Risk Management

Market risk refers to the risk of losses arising from adverse movements in the
value of foreign exchange and commodity positions and the trading book
interest rate and equity positions held by the Group due to the volatility of
financial market price (debt security price/interest rate, foreign exchange rate,
equity price, commodity price). The Group adopts robust market risk appetite
to achieve balance between risk and return. The Group’s objective in
managing market risk is to secure healthy growth of treasury business, by
effective management of potential market risk in the Group’s business,
according to the Group’s overall risk appetite and strategy of treasury business
and based on well established risk management regime and measures.
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Chiyu Banking @orporation Ltd.

Management’s Discussion and Analysis (continued)
Risk Management (continued)

Market Risk Management (continued)

According to corporate governance in risk management, the Board of Directors
and RC, senior management and functional departments/units perform their
duties and responsibilities to manage the Group’s market risk. CMD, Finance
Division and Settlement Section are responsible for managing market risk,
assisting senior management to perform their day-to-day duties, independently
monitoring the market risk profile and compliance of management policies and
limits of the Group, ensuring the aggregate and individual market risk are
within acceptable level.

The Group sets up market risk indicators and limits to identify, measure,
monitor and control market risk. Major risk indicators and limits include but are
not limited to open positions and / or risk factor sensitivities etc. To meet
management requirements, major risk indicators and limits are classified into
three levels, and approved by RC, ALCO and CE respectively. Business units
are required to conduct their business within approved market risk indicators
and limits.

Liquidity Risk Management

Liquidity risk is the risk that banks fail to provide sufficient funds to grow assets
or pay the due obligations, and need to bear an unacceptable loss. The Group
follows the sound liquidity risk appetite, to provide stable, reliable and
adequate sources of cash to meet liquidity needs under normal circumstances
or stressed scenarios; and survive with net positive cumulative cash flow in
extreme scenarios, without requesting HKMA to act as a lender of last resort.

The Group's liquidity risk management objective is to effectively manage the
liquidity of on-balance sheet and off-balance sheet items with reasonable cost
based on the liquidity risk appetite to achieve sound operation and sustainable
profitability. Customer deposits are our primary source of funds. To ensure
stable and sufficient source of funds are in place, the Group actively attracts
new deposits, keeps the core deposit and obtains supplementary funding from
interbank market. According to different term maturities and the results of
funding needs estimated from stressed scenarios, the Group adjusts its asset
structure (including loans, bonds investment, interbank placement, etc.) to
maintain sufficient liquid assets in support of normal business needs and
ensure its ability to raise enough funds at a reasonable cost to serve external
claims in case of emergency. The Group is committed to diversify the source of
funds and the use of funds to avoid excessive concentration of assets and
liabilities and prevent triggering liquidity risk due to the break of funding strand
when problem occurred in one concentrated funding source. The Group also
pays attention to manage liquidity risk created by off-balance sheet activities,
such as loan commitments, derivatives, options and other complex structured
products. The Group has overall liquidity risk management strategy to cover
the liquidity management of foreign currency assets and liabilities, intra-day
liquidity, intra-group liquidity, the liquidity risk arising from others risk, etc., and
has formulated corresponding funding contingency plan.
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Management’s Discussion and Analysis (continued)
Risk Management (continued)

Liquidity Risk Management (continued)

RC, a standing committee established by the Board of Directors, is the
decision making authority of liquidity risk management, and assumes the
ultimate responsibility of liquidity risk management. As authorised by the RC,
ALCO exercises its oversight of liquidity risk and ensures the daily operations
of the Group are conducted on the basis of the risk appetite and policies as set
by the RC. Finance Division is the unit responsible for overseeing the Group’s
liquidity risk. It cooperates with Treasury Division to assist ALCO to perform
liquidity management functions according to their specific responsibilities.

The Group established liquidity risk management indicators and limits to
identify, measure, monitor and control liquidity risk. Such indicators and limits
include (but are not limited to) liquidity ratio, loan-to-deposit ratio and 1-month
mismatch ratio. The Group applies cash flow analysis (under normal and
stress conditions) and liquidity stress test (including institution specific and
worldwide crisis) to assess the Group’s capability to withstand various severe
liquidity crises.

The Group’s liquidity risk management also covers new product or business
development. Before launching a new product or business, the relevant
departments are required to go through a risk assessment process, which
includes the assessment of underlying liquidity risk and consideration of the
adequacy of the current risk management mechanism. Any material impact on
liquidity risk noted during the risk assessment process will be reported to RC
for approval.

Operational Risk Management

Operational risk is the risk of loss resulting from inadequate or failed internal
processes, people and systems, or from external events. The risk is inherent in
every aspect of business operations and confronted by the Bank in its day to
day operational activities.

The Group has put in place an effective internal control process which requires
the establishment of policies and control procedures for all the key activities.
Proper segregation of duties and authorisation is the fundamental principle
followed by the Group. Corporate-level policy and procedure on operational
risk management are formulated by SCD and approved by RC.
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Management’s Discussion and Analysis (continued)
Risk Management (continued)

Operational Risk Management (continued)

The Group has adopted the “Three Lines of Defence” model for its operational
risk management governance structure: all departments as the first line of
defence are the owner of operational risk and are responsible for carrying out
the duties and functions of self risk control in the process of business operation
through self assessment, self checking and self correction. SCD together with
certain specialist functional units in relation to operational risk management
within the Group are the second line of defence, which is responsible for
assessing and monitoring the operational risk condition of the first line of
defence, and providing them with guidance. In addition to formulating the
operational risk management policy and procedure, SCD, being independent
from business units, is the central management unit of the Group’s operational
risk management and also responsible for designing the operational risk
assessment methodologies, tools and the reporting mechanism (including the
capturing of data on operational risk events loss), monitoring the
implementation status of policies and operational procedures in the
departments of the first line of defence through operational risk management
tools, and assessing and reporting the overall operational risk position to
Management and RC. Certain specialist functional units are required to carry
out their managerial duties of the second line of defence with respect to some
specific aspects of operational risk. Besides taking charge of operational risk
management in their own units, these units are also required to provide other
units with professional advice / training in respect of certain operational risk
categories and to lead the corporate-level operational risk management. Audit
Division is the third line of defence which provides independent assessment
with respect to the operational risk management framework and is required to
conduct periodic audit of the operational risk management activities of various
departments / business units within the Group regarding their compliance and
effectiveness and to put forward recommendations for corrective actions.

The Group adopts the tools or methodologies such as key risk indicators,
self-assessment, operational risk events reporting and review to identify,
assess, monitor and control the risks inherent in business activities and
products, as well as takes out insurance to mitigate unforeseeable operational
risks. Business continuity plans are in place to support business operations in
the event of an emergency or disaster. Adequate backup facilities are
maintained and periodic drills are conducted.

Reputation Risk Management

Reputation risk is the risk that negative publicity regarding the Group’s
business practices, whether genuine or not, will cause a potential decline in the
customer base or lead to costly litigation or revenue erosion. Reputation risk is
inherent in every aspect of business operation and covers a wide spectrum of
issues.

In order to mitigate reputation risk, the Group has formulated and duly followed
its Reputation Risk Management Policy. The policy aims to prevent and
manage reputation risk proactively at an early stage when an incident occurs.
The system entails continuous monitoring of external reputation risk incidents
and published failures of risk incidents in the financial industry.
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Management’s Discussion and Analysis (continued)
Risk Management (continued)

Legal and Compliance Risk Management

Legal risk is the risk that unenforceable contracts, lawsuits or adverse
judgments may disrupt or otherwise negatively affect the operation or financial
condition of the Group. Compliance risk is the risk of legal or regulatory
sanctions, financial loss, or loss to reputation a bank may suffer as a result of
its failure to comply with all applicable laws and regulations. Legal and
compliance risks are managed by Compliance Section headed by the Head of
SCD who reports to CE.

Strategic Risk Management

Strategic risk generally refers to the risks that may induce immediate or future
negative impact on the financial and market positions of the Group because of
poor strategic decisions, improper implementation of strategies and lack of
response to the market. The Board of Directors reviews and approves the
policy for the management of strategic risks. Key strategic issues have to be
fully evaluated and properly endorsed by the senior management and the
Board.

The Group will regularly review its business strategies to cope with the latest
market situation and developments.

Capital Management

The major objective of the Group’s capital management is to maximise total
shareholders’ return while maintaining a capital adequacy position in relation to
the Group’s overall risk profile. The Group periodically reviews its capital
structure and adjusts the capital mix where appropriate. ALCO monitors the
Group'’s capital adequacy. The Group has complied with all the statutory capital
standards for the reported periods.

To comply with HKMA's requirements as stated in the Supervisory Policy
Manual “Supervisory Review Process”, the Group has established the Internal
Capital Adequacy Assessment Process (ICAAP) and reviews it annually. Using
the statutory minimum CAR, 8%, as a starting point, extra capital (capital
add-on) needed to cover the risks not captured under Pillar | is assessed. A
Scorecard approach based on HKMA's compliance guidance on Pillar Il has
been used to evaluate the Group's risk profile in order to assess the add-on
capital in Pillar Il to the minimum regulatory capital calculated under Pillar | to
determine the minimum CAR. An Operating CAR Range has also been
established which incorporates the need for future business growth and
efficiency of capital utilisation. In response to the core capital requirements
under Basel Il Accord, minimum common equity CAR and minimum core CAR
are introduced in 2011’s ICAAP. As the Group has adopted Foundation Internal
Ratings-Based (“FIRB”) approach in its calculation of credit risk since 2011, all
capital adequacy targets are determined based on FIRB approach.

Stress Testing

The Group supplements the analysis of various types of risks with stress
testing. Stress testing is a risk management tool for estimating the Group’s risk
exposures under stressed conditions arising from extreme but plausible market
or macroeconomic movements. These tests are conducted on a regular basis
and ALCO monitors the results against limits approved by RC. Stress test
results are also reported to the Board and RC regularly.

10
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N ﬁjiF",EEJ Corporate Governance

* & i §Elﬁﬁ N R b VR The Group has complied with the HKMA's guidelines set out in the Supervisory

g:;ﬁ;pq G-1" %4 %P*J%F’%}[ﬁ%ﬂfj(‘iﬁ Policy Manual CG-1 “Corporate Governance of Locally Incorporated

ffy' = F Authorised Institutions”.

) J'ﬁiEJJ T SR R R e R S PSS In order to focus on the strategic and material issues that have significant

;@ HE ;,Hw{/ﬁg“ I ﬁjy TR R impact on the Group’s operation, financial performance, risk management and
B ) f,;w = 4% F"Fﬂ ? pwﬂ Rl long-term development, three committees have been established under the
. B Board of Directors to oversee the major areas of the Group. The details of the

w4 DR

committees are given below.

ST E'l'ﬁ Executive Committee (“EC”)

TS E fﬁj??ﬂfﬁj e B = ‘%i' The EC has been delegated with authorities from the Board to handle matters

fgg.ﬁ dEATEEL G| FJ 'J yg,q;ﬁfggﬁ& H which require ’Fhe Bo_ard’s review, but arise between board meetings. Its

dr oo EIB G responsibilities include:

s ) FJ f'

S R e Rl S N3 pl%ﬁz’gﬂg@:@ - approving policies, implementation plans and management measures to
iﬁw;&,nﬁf;ﬁ;ﬁ Al ﬁ Al A [E*:g%;; effect the group-wide development strategies and business plans approved
# by the Board;

- ﬁ%ﬁ%‘f’fﬁl S €5 | AR TPEL N - reviewing the implementation progress of the strategies and business plans;

- R B = q&ﬁsﬁ:&: K - recommending strategic proposals to the Board for its consideration and

approval; and

- H;Eﬁ'“il mﬂvﬂﬁ&‘ ﬁugh r‘i]qfﬁ;“;‘% - approving the Group’s rules and regulations according to the policies
[gﬂ:_l/ﬁ:[ KEEAIE imposed by the supervisory authorities and the holding companies.

TS ﬁ%‘yF cpffmif HAE (2 ﬁ) ﬁﬁlf@ The members of EC are Mr. Ng Man Kung (Chairman), Mr. Chan Yiu Fai, Mr.

A N N e bﬁ»i et SRS Dong Jie and Mr. To Chi Wing. All are Directors of the Bank.

w‘d/%ﬂ& o

*F"?F‘J}% F'lﬁ Audit Committee (“AC”)
ﬁ}%‘ E |r g tifFil [J H%ﬁ} The AC assists the Board in overseeing the auditing activities of the Group and
bg;, ?‘ Tl /pm % 'tlﬁ\ monitoring compliance with approved policies and procedures, so that the
RELH ’471; WA ﬂﬂ_mﬁ V) ;4; effectiveness of financial reporting process and internal control systems of the
(EXE zp? Group can be assured. Its responsibilities include:
- ggg\ W f‘ ﬂTU’F}E ZE }”sr[l }ZLT[J - reviewing and monitoring the effectiveness of the internal control systems,
i IR ’b%ﬁy bx&m&/zgrg the controls over financial risks and the procedures of financial reporting and
auditing;
- Rt FT |ﬁ§lq‘7;§i rH ‘EI}ZLﬁf[ L N SRR - assessing independently the effectiveness and efficiency of financial
For ,Wﬂp bﬁruﬂv vg{ Gy s reporting system and its controlling mechanism, and the sufficiency of
operating policies and system; and
- TZLF—E B s 1) FEw\E J{ RES f SRS - monitoring the operation of the Group to ensure the Group is running in
5o compliance with the relevant rules and regulations.
RS ;;i,F K,J;rl P o (2 »ij) IR The members of AC are Mr. Chiu Ming Wah (Chairman), Mr. Cheung Wai Hing,
i LN [s P il- AR S RV [gw A Mr. Tan Wan Chye, Mr. Woo Chia Wei and Mr. Yu Kwok Chun. All are
4 SRS VIR ) . non-executive Directors of the Bank.

11
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2l F,i‘ (&) Corporate Governance (continued)

R&FEZT F'IF Risk Management Committee (“RC”)
o P ““EJ%‘ F'IQ A Fﬁ}“iu /i g The RC assists the Board in overseeing the risk management of the Group,
Frl;f[ s Tl e F"" g % a’r WA formulating the Group’s risk management strategies, policies and procedures,

WVF:L ‘E[ﬁ s IFW o HIH EN? and monitoring the implementation of those strategies, policies and

F procedures. Its responsibilities include:
- fREE f{;b??% B RV e - assisting the Board to measure and monitor the risk exposures of the
Group;

- qw’j?ﬁ“' S N e 'Fﬂil CHRR - recommending appropriate risk management strategies to the Board; and
- A quﬁ /F;Ij*ﬁfl (RN Bsa*% FEAREF 15 - formulating risk management related policies such as risk management

policies and authorities and duties delegation policies in accordance with
the requirements set by the Board.

s F%J@—LFBBF«_?JVL*

fr‘[’ug“ﬁfl%‘ Ff}#yf'[ cp}* Lol (2 The members of the RC are Mr. Mao Xiaowei (Chairman), Mr. Ng Leung Sing,
i\g;ﬁﬁ_l EINAE }ﬁ dod s fRFRAA Mr. Ng Man Kung, Mr. To Chi Wing and Mr. Yu Kwok Chun. All are Directors of
E[g;«lixff 4 EHEESLE VEE) - the Bank.

f: T
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3719 = 100 EfJ/\fﬁr%?iwﬁfJEﬁﬁEf
BV ARSI -

Condensed Consolidated Income Statement

Interest income
Interest expense

Net interest income

Fees and commission income
Fees and commission expenses

Net fees and commission income

Net trading gain/ (loss)

Net gain on financial instruments designated at

fair value through profit or loss

Net gain from disposal of available-for-sale

securities
Other operating income

Net operating income before impairment

allowances

Net (charge)/reversal of impairment allowances

Net operating income
Net operating expenses

Operating profit

Net gain from fair value adjustments on

investment properties

Net (loss)/ gain from disposal of properties,

plant and equipment

Profit before taxation
Taxation

Profit for the period

Dividends

13

(E5)
(Restated)

GREHFH)  GRREH)
(Unaudited) (Unaudited)

2011 & 2010 =

6 E[ 30 [! 6 5] 30 !
Half-year ended Half-year ended
=3 30 June 30 June
Notes 2011 2010
Fu ﬁuﬁu’ T
HK$’000 HK$°000
532,423 404,088
(101,496) (59,879)
4 430,927 344,209
161,303 144,609
(17,272) (18,762)
5 144,031 125,847
6 15,031 (22,766)
12,101 26,956
35,641 -
7 5,950 4,574
643,681 478,820
8 (5,497) 870
638,184 479,690
9 64,315 (139,675)
702,499 340,015
10 19,11 8,260
1 (3) 14
721,607 348,289
12 (119,168) (59,589)
602,439 288,700
13 117,000 118,500

The notes on pages 19 to 100 are an integral part of this interim financial information.
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ﬁﬁgr;ﬂ%ﬁ:ﬁ ke Condensed Consolidated Statement of Comprehensive

Income
70
(Restated)
(FBHKP) (F#2HK1)
(Unaudited) (Unaudited)
2011 ¥ 2010 =
6 E] 30 |! 6 5] 30[!
Half-year ended Half-year ended
it 30 June 30 June
Nores 2011 2010
Fu ?%UFPJU’ T
HK$’000 HK$'000
% HREF] Profit for the period 602,439 288,700
T F’,}%ﬁ T Change in fair value of available-for-sale
securities 13,133 312
ETJ’[*.TMET% Fer Currency translation difference 20,706 5,397
IS ER R SR S Change in fair value of hedging instruments
fifiagh [~ under net investment hedges (11,327) -
éa@fj |’F‘, Revaluation of premises 121,292 41,734
PEIFRENARERY A Net deferred tax effect 24 (20,304) (3,983)
FHERAAR R Pr 2 Plsa Other comprehensive income for the
period, net of tax 123,500 43,460
iﬁﬁ?fﬁ-u{%ﬁﬁﬁ Total comprehensive income for the period 725,939 332,160
%[ﬁ?f&-lﬂﬁzﬁﬁﬁ : Total comprehensive income attributable to:
F U Equity holders of the Bank 725,939 332,160
5719 = 100 F1. F|’~J'ﬂ%jﬁg'ﬂ“¢ PR 55y The notes on pages 19 to 100 are an integral part of this interim financial information.

SR D
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Condensed Consolidated Balance Sheet

ASSETS

Cash and balances with banks and other financial
institutions

Placements with banks and other financial institutions
maturing between one and twelve months

Financial assets designed at fair value through profit
or loss

Derivative financial instruments

Advances and other accounts

Investment in securities

Investment properties

Properties, plant and equipment

Other assets

Total assets

LIABILITIES

Deposits and balances from banks and other
financial institutions

Derivative financial instruments

Deposits from customers

Other accounts and provisions

Current tax liabilities

Deferred tax liabilities

Total liabilities

EQUITY

Share capital
Reserves

Total equity

Total liabilities and equity

(FREHKA) (F3=HK4))
(Unaudited) (Unaudited)

2011 = 2010 =

6 [ 30 F! 12 5] 31 !

=2t At 30 June At 31 December
Notes 201 2010
Fu zﬁfﬁu T

HK$’000 HK$000

14 7,680,778 6,283,636
3,929,177 5,030,190

15 859,346 990,147
16 428,334 397,946
17 25,618,820 22,791,839
18 4,254,737 4,149,592
19 143,800 124,070
20 864,813 749,120
21 530,172 550,084
44,309,977 41,066,624
1,472,506 352,605

16 257,563 253,505
22 35,773,751 34,577,588
23 1,202,970 1,010,410
157,589 53,193

24 106,682 89,346
38,971,061 36,336,647

25 300,000 300,000
26 5,038,916 4,429,977
5,338,916 4,729,977
44,309,977 41,066,624

The notes on pages 19 to 100 are an integral part of this interim financial information.
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TR oL,

K2010 & 1 Ff 1 pI Y
FE R

AT o Y
120 (REfS) oy

#2010 # 1 ’Jr1 FEF

Egellis=
2010 7F =13 fif 5y~ Tl
R

B R

42010 7 6 7] 30 |!

2010 # 7 5[ 1[IV
FHU =

SRR b e Y
12 b 7 VR

#2010 7 £ 1 1 VE

Epi
T

2010 & = FAFIT K 1]

L
B R

#2010 F 12 F] 31 |

At 1 January 2010,
as previously reported
Effect of early adoption of
HKAS 12 (Amendment)
At 1 January 2010,
as restated

Comprehensive income

2010 first interim
dividend paid

Transfer from retained
earnings

At 30 June 2010

At 1 July 2010,

as previously reported
Effect of early adoption of

HKAS 12 (Amendment)
At 1 July 2010,

as restated

Comprehensive income

Release upon disposal of
premises

2010 second interim
dividend paid

Transfer from retained
earnings

At 31 December 2010

Condensed Consolidated Statement of Changes in Equity

(Unaudited)
S 4 8 T
Attributable to equity holders of the Group

e fﬁ

SRE @SS
oA w0 AT ERE T PpTiH P27l A

Reserve for

fair value

changes of

Premises available-

Share revaluation for- sale Regulatory  Translation Retained

capital reserve securities reserve* reserve earnings Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
300,000 407,769 24,004 149,257 2,274 3,206,821 4,090,125
- 3,825 - - - 6,710 10,535
300,000 411,594 24,004 149,257 2,274 3,213,531 4,100,660
- 37,993 70 - 5,397 288,700 332,160
- - - - - (118,500) (118,500)
- - - 14,788 - (14,788) -
300,000 449,587 24,074 164,045 7,671 3,368,943 4,314,320
300,000 443,007 24,074 164,045 7,671 3,360,897 4,299,694
- 6,580 - - - 8,046 14,626
300,000 449,587 24,074 164,045 7,671 3,368,943 4,314,320
- 71,171 3,971 - 23,603 334,912 433,657
- (1,025) - - - 1,025 -
_ - . - - (18,000) (18,000)
- - - 19,176 - (19,176) -
300,000 519,733 28,045 183,221 31,274 3,667,704 4,729,977
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Condensed Consolidated Statement of Changes in Equity

2011 first interim

Transfer from retained

earnings

At 30 June 2011

(continued)
(F=HF)
(Unaudited)
B 2 B
Attributable to equity holders of the Group

THIE
HELf BRI )
wh B PR SR BB FenA st

Reserve for

fair value

changes of

Premises available-

Share revaluation for-sale Regulatory Translation Retained

capital reserve securities reserve* reserve earnings Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
300,000 519,733 28,045 183,221 31,274 3,667,704 4,729,977
Comprehensive income - 101,799 12,322 - 9,379 602,439 725,939
dividend declared - - - - - (117,000) (117,000)
- - - 63,536 - (63,536) -
300,000 621,532 40,367 246,757 40,653 4,089,607 5,338,916

© BRSO MR O ¢
SRR S TR
YR R i T

AR IR SR P

SRR ) -

-
5719 2 100 F1.V L4 e

?ﬁ{ﬁu/%’x‘;"v‘%ﬁﬁ;'} o

In accordance with the requirements of the HKMA, the amounts are set aside for general banking risks, including future losses

or other unforeseeable risks, in addition to the loan impairment allowances recognised under HKAS 39.

17

The notes on pages 19 to 100 are an integral part of this interim financial information.
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[Efela% £ 52 il A Condensed Consolidated Cash Flow Statement

(FBE) (FAEHK1Y)

(Unaudited) (Unaudited)
FEEE EE LI ES
2011 & 2010 =
6 £/ 30 ! 6530 f!
L Half-year ended Half-year ended
Fl‘J‘ﬁEE 30 June 30 June
Notes 2011 2010
AP il
HK$’000 HK$°000
ERE VA TRE Cash flows from operating activities
PR R FT R Dk 1 (T Operating cash inflow/ (outflow) before
taxation 27(a) 399,228 (897,809)
B R Hong Kong profits tax paid - (29,285)
L YR F[HA Overseas profits tax paid (17,740) (10,735)
R FEVIHEF T | (RO)EEE Net cash inflow/ (outflow) from operating
activities 381,488 (937,829)
Y 5V L E Cash flows from investing activities
[ZECE SR o] H?[’fﬁj Purchase of properties, plant and
equipment (2,407) (3,385)
e FE', It fil Proceeds from disposal of subsidiaries - -
L F%i}’ai’ . ’ﬁﬁg%;&ﬁﬁjﬁfr?ﬁ E Proceeds from disposal of properties, plant
and equipment 7 21
S SENE L b G Net cash outflow from investing activities (2,400) (3,364)
FlEYE TV E e Cash flows from financing activities
T [ A U AL IR L Dividends paid to the equity holders of the
Bank (18,000) (145,500)
BV R E R Net cash outflow from financing activities (18,000) (145,500)
& W ETRIR S T (D) Increase/ (decrease) in cash and cash
equivalents 361,088 (1,086,693)
R pIVglE E%T[ﬁj%i%f{ﬁ ! Cash and cash equivalents at 1 January 7,799,505 10,411,838
¥6E30FIVFEE b%’TﬁlEﬁﬁIﬁE I Cash and cash equivalents at 30 June 27(b) 8,160,593 9,325,145

3719 % 100 F1. \fﬁrf{—‘@’-j% AR5 7R V32 The notes on pages 19 to 100 are an integral part of this interim financial information.
Wﬁﬂii o
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Fl 1% ﬂEl?h‘?ErﬂBn“ﬁ—‘h Notes to the Interim Financial Information

1. %Frﬁf;f‘iﬁl._ﬁbj— Elgﬁf—?ﬁ“ 1. Basis of preparation and significant accounting policies

fﬁﬁl&l’i’,ﬁ Basis of preparation
[ & ?W,,/F R FERR] 755@'51? The unaudited interim financial information has been prepared in accordance with

A S TR ,.r, /x&;\ gl HKAS 34 “Interim Financial Reporting” issued by the HKICPA.
sy M#”[ﬂﬁﬁﬁpjpﬂﬁ

= ,E,"//g?ﬁ—ﬁfg‘ Significant accounting policies

[al ) h AR Pk SRR P Except as described below, the accounting policies and methods of computation used in
e rr;;‘n RS fﬁry'ﬁ"”}y-«{-g'ﬁéﬁj: ) the preparation of the unaudited interim report are consistent with those used in the
Hgﬁ 2015# 12'¢ Pl '/ijk Group’s financial statements for the year ended 31 December 2010 and should be read

s l/ﬁﬁﬁlﬁ't TI ﬁjﬁlé_ in conjunction with the Group’s Annual Report for 2010.
HEXY 2010 i -

il o

o

Revised standards and amendments to standards that are mandatory for the first

g ;ﬁrﬂﬁ%ﬁ“zw 1 5] 1 pr3Eps
ﬂrlpvﬁ%# BE Fie by S W;;‘f%*l?'l/_r time for the financial year beginning 1 January 2011
R 1S5
f*f”?ﬂfjf%s‘? (REfE j - HKAS 24 (Revised), ‘Related Party Disclosures’. The Group early adopted the
Tj:& M plEE o A BRI partial exemption regarding disclosure requirements for transactions with
2009:F 12531 F 1. 55 1 2 A pop s government-related entities in its annual financial statements for the year ended 31
AR ERA I A R A December 2009. The application of the remainder of the revised standard which
*ﬁ%‘* PAPSSEE ST e B PR o iR | amending the definition of related parties will not have significant impact on the
FRE PSR Uﬁ%* FTW* Ff Group.
A Lfypj['fq +Jf¢ [Edt
4%%;[*%‘&,?‘

+ HKAS 34 (Amendment), ‘Interim Financial Reporting’. The amendment, which is part

ﬁmqﬁ%wwn@%
of an improvement to HKFRSs in 2010, emphasises the existing disclosure

s F'?Jﬁ?ﬂﬁ oo =

r 2010 TR :fFEquﬁyff , b= principles in HKAS 34 and adds further guidance to illustrate the application of these
Bl proa— B8535 =0 ;%fi L:%F principles. Greater emphasis has been placed on the disclosure principles for
(‘*EI” 3 B U%&n}@mg FLEN significant events and transactions. Additional requirements cover disclosure of

DA Rt +F} a1 IERY IP'TE changes to fair value measurement (if significant), and the need to update relevant
F'JH—* ;,1 o [P} » 71* JbES Itfgl information from the most recent annual report. The adoption of this amendment will
NHCEFID P EE R Y only affect the presentation of the Group’s financial statements.

a¢wyv%“*@%“%@ww
Fl—k) fofigg s | bﬁ:%,lﬁl%ﬁlﬁ”
ﬁQW#%uwfuﬁi%wws

USSP 4 & Bl pupt a5 A E
HRYE
o B PY S W T (‘“E'IJEJ#'L = - Other improvements to HKFRSs contain numerous amendments to HKFRSs which
EN Sl aL ‘fﬁ[' [y the HKICPA consider non-urgent but necessary. It comprises amendments that
ZELEE E| FZAE JiES ,Hl EW result in accounting changes for presentation, recognition or measurement purpose
dl;f‘i §1IER Hg‘/“{* P as well as terminology or editorial amendments related to a variety of individual
ﬁﬂfﬁﬁlﬁj[' IR e W HKFRS. For amendments that are effective for the financial year beginning on 1
pY ‘ﬁ?glb;ﬁ:& YELIAEIRE L 555 January 2011, no material changes to accounting policies are expected.

f[‘/;ﬂﬁ@i FRUFEET o S 2011-3‘ 1
EIAF I 5 fu SRR I
f: TSI e

A

I
i ﬂEﬂ*FﬁJ °
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Fl AR 355 Hffn“ﬁ—t
(@)

1.%%%$B§@§§ﬁﬁ

Notes to the Interim Financial Information (continued)

1. Basis of preparation and significant accounting policies

(continued)

= ,€//g7,,§7‘[—§7‘5'“ (#) Significant accounting policies (continued)
LA R S AR (! ﬂ‘gﬁ{ Standards and amendments issued that are relevant to the Group but not yet
XS &biajwﬁ#; 17»20113 ﬁé effective and have not been early adopted by the Group in 2011
HRAT I R 7
el K i
Applicable for financial year
Standard Content beginning on/after
Eﬁrf‘* 1157 27 % (2011) TR S A 2013 = 1 E[ 1[I
HKA 27 (2011) Separate Financial Statements 1 January 2013

@Y 5T 28 B (2011)
HKAg 28 (2011)

TR TEEY 9 B
HKFRS 9

{5 10 B
HKFRS 10

RIS Y 11 9
HKFRS 11

{5 12 8
HKFRS 12

T Y 18
HKFRS 13

K201 = 5 = ;9?]’;% ,"’r;J G 9o
s

. iﬁwﬁﬁ-&[ USMOEFFF#A
bsea, - igleisd i sy
0983 1 i 2T
GRS o0 R

fligeE ;ﬂilﬂjf Lk
f[IHK(SIC) Int 12 1 (k|
i ﬁi’ DEY“E'IJHZHF

& ;wﬂ“ﬁ'”“
fsts I|J§IZ7 (2011) Ty Bf
;ﬁwﬂ TR DR S
iy ?[(LA_A1yF SR B
F LT | [ o

TR I AR R Py

Investmen{s in Associates and Joint Ventures
ST L
Financial Instruments

daliios e

Consolidated Financial Statements

Cakis
Joint Arrangements

LNENE €8yt

Disclosures of interests in Other Entities

2 [

Fair Value Measurement

2013 &F 1 £ 1[I
1 January 2013

2013 = 1 5] 1[I
1 January 2013

2013 F 1 F] 1[I
1 January 2013

2013 = 1 5] 1|1
1 January 2013

2013 &F 1 F] 1[I
1 January 2013

2013 =F 1 5] 1|1
1 January 2013

Newly pronounced standards in the first half of 2011 that are relevant to the Group:

+ HKFRS 10 ‘Consolidated Financial Statements’.
guidance on control and consolidation stipulated in HKAS 27 (Revised), ‘Consolidated
and Separate Financial Statements’ and HK(SIC)-Int 12, ‘Consolidation — Special
Purpose Entities’. The remaining of HKAS 27 (Revised) is renamed HKAS 27 (2011),
‘Separate Financial Statements’ as a standard dealing solely with separate financial

HKFRS 10 replaces all of the

statements without changing the existing guidance for separate financial statements.
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Fl 1% ﬂEl?h‘?ErﬂBn“ﬁ—‘h Notes to the Interim Financial Information (continued)
(%)

. aﬂg@uﬁéb* Elﬁ?{-ﬁrﬁ 1. Basis of preparation and significant accounting policies
G&) (continued)

= ,€llg7,,§7‘[—§7‘5"‘ (#) Significant accounting policies (continued)

LA HEE & R :4‘9}’;{ Standards and amendments issued that are relevant to the Group but not yet
P ;ﬂyi 4t A 8 BR2011F ﬁé effective and have not been early adopted by the Group in 2011 (continued)

FRRI A (57 )

T W%ﬁﬁﬁ; FIIETIEET A - HKFRS 11, ‘Joint Arrangements’. Changes in the definitions stipulated in HKFRS 11

2E o %FE' P v E[JSI%#F‘:T have reduced the ‘types’ of joint arrangements to two: joint operations and joint
HEp J] Slsedn 45 #a'/}fﬁfﬁi;fwu ventures. A joint operation is a joint arrangement that gives parties the arrangement
WRpZRE Ay e R A f' T direct rights to the assets and obligations for the liabilities. The ‘jointly controlled
i Frer (e - A AL EE assets’ classification in HKAS 31, ‘Interests in Joint Ventures’ has been merged into
EE PHIJQ%@IEE;TT}@}% joint operations, as both types of arrangements generally result in the same
/@;”% [IS5F 1 (PRI 20T accounting outcome. A joint venture, in contrast, gives the parties rights to the net
7 H fﬂwégll 1573198 r SR 4 assets or outcome of the arrangement. Joint ventures are accounted for using the
EJF [’@ﬂmﬁglﬁfﬂ Uﬂ@ ] equity method in accordance with HKAS 28, ‘Investments in Associates’ which is
FAg ﬁ#q m ) fRIET, renamed as HKAS 28 (2011), ‘Investments in Associates and Joint Ventures’ to
I"T*]**EZ%IHIJI”?J/ 25— Jﬂgﬁ EAELy ] include the scope of joint ventures and merge with HK(SIC)-Int 13, ‘Jointly
{[IJF A E <};,J IR > Sy g Controlled Entities — Non-Monetary Contributions by Venturers’. After the
RV [ 85 ‘ E‘NL PO %,k, application of the standard, entities can no longer account for an interest in a joint
St @ ﬂﬂ_iﬁpf venture using the proportionate consolidation method.

ﬁJr(‘*F'lJrﬁZS FERET Rl EM

CESERGE R TR ?‘ﬁﬂ
Fllz 28%( 011) P 3ag 2 il f
B e RS IS Sl
e | > 0 2=HK(SIC)-Int 13

FUEFRERLER - (R 2R
f”‘r T AR ) FRP R
E” o BRI RHERE - 0N T
FFINTER Jpli‘ﬁﬁjﬁﬂ\mﬁp
Eﬁqj #f

T HMN T Y EYT125F TH - HKFRS 12, ‘Disclosure of Interests in Other Entities’. The standard sets out the

i i’%r“_‘r@ﬁ%ﬂ P o F‘:%F 35 required disclosures for entities reporting under the two new standards, HKFRS 10

B Y E'|J§I125FF%J"UJ’§§’H‘ and HKFRS 11, and the revised standard HKAS 28 (2011). The existing guidance
?{ng %& YERBT105E7 7R ,3&{ and disclosure requirements for separate financial statements stipulated in HKAS 27
ﬁ?%f [5?115'7‘“? ﬁ;g?/i Hibrl (Revised) are unchanged. HKFRS 12, requires entities to disclose information that
WAL ST & U*;ﬁ»ﬁﬂ-ﬁ I[J?‘T helps financial statement readers to evaluate the nature, risks and financial effects
285 (2011) 3 jj ﬁ, SR associated with the entity’s interests in subsidiaries, associates, joint arrangements
LB J[ﬂi 7 HEE ﬂf(% 2327 and unconsolidated structured entities.

EACs PR SRV

7 i IH@E$¢ﬁ;
- f%ﬂm%,f%ﬁm”

oK B R
P jﬁflﬁm KT il T
ol flw?i':bjfﬁ‘; F”%E
I AR ;'Eﬂl?m/-gﬁ'.ﬂ
poiFEL
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Chiyu Banking @orporation Ltd.

Notes to the Interim Financial Information (continued)

1. Basis of preparation and significant accounting policies
(continued)

Significant accounting policies (continued)

Standards and amendments issued that are relevant to the Group but not yet
effective and have not been early adopted by the Group in 2011 (continued)

The above HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (2011) and HKAS 28 (2011)
issued in June 2011 are a group of five new standards that address the scope of
reporting entity and will supersede HKAS 27 (Revised), HKAS 28, HKAS 31,
HK(SIC)-Int 12 and HK(SIC)-Int 13. Earlier application of these standards are permitted
but only when they are applied at the same time. The Group is still considering the
financial impact of the above standards on consolidated financial statements.

+ HKFRS 13, ‘Fair Value Measurement’. The new standard which was issued in June
2011 replaces the fair value measurement guidance contained in individual HKFRSs
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 when its use is already required or permitted by other
standards within HKFRSs. The Group is still considering the financial impact on the
application of this standard.
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Notes to the Interim Financial Information (continued)

1. Basis of preparation and significant accounting policies
(continued)

=2 ,E/Ig%::ﬁ?ﬁﬁ (#) Significant accounting policies (continued)
[,;]5‘&5?4 [ 1 2 }&‘ﬁli_%@lﬂﬂrj#ﬁffj Standards and amendments issued that are relevant to the Group but not yet
ulﬁjijf;ﬂr @) effective and have not been early adopted by the Group in 2011 (continued)
KA R
v PI S N + & i HRERA o
Applicable for financial Currently relevant  Year of early
Standard Content years beginning on/after  to the Group adoption
Fﬁiﬁﬁﬁﬁéﬁﬂﬁfm% FrH A 2012 F 1 5|1 [! FL 2010
HKAS 12 Income Taxes 1 January 2012 Yes 2010

. *%ﬁ%*‘*&'ﬂﬁrmﬁ(m 55
FF’?HQI}LJ I S 522010 7
12*J’F&[’T‘* 20125 1 £ ]
el Fﬁ’rwﬁr R
GRS aE EERp
xE%‘F;d*EI SRR BRI E
o Uﬁ'r RS HU i
[M}@n‘q%wﬁh 120107 12F]

3115 '/#@%'?Ef FRA IR

fgeose)

Hidd 'JT%ET Eﬁ ;l ESIAEKE Jib5l Siie

£;L E1ff JF CRERN s

ET #2010#6F 30 L RS
Y| By

R P
DR

L & i R

PR s
i R

+ HKAS 12 (Amendment), ‘Income Taxes’. The standard which was revised in
December 2010 will be effective for reporting period beginning on or after 1 January
2012. Earlier application is permitted. The Group considers that the required
treatment under the revised standard better reflects the tax position of the
investment properties of the Group, and have early adopted the amended standard
retrospectively since the year ended 31 December 2010.

Upon early adoption, deferred tax liabilities for the revaluation of investment properties
would be calculated subject to a nil tax rate retrospectively. The effect of the adoption of
this amended standard on 30 June 2010 is set out below:

#°2010F 6#]30F}!
At 30 June 2010

i%?ff?ﬁr F
HK$000
Items in Condensed Consolidated Balance Sheet:

Decrease in deferred tax liabilities 14,626
Increase in premises revaluation reserve 6,580
Increase in retained earnings 8,046
EE LT ES
2010+ 6%|30}!
Half-year ended
30 June 2010
AT
HK$'000

Items in Condensed Consolidated Income Statement:
Decrease in taxation 1,336
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HISIR TR PRI IR
(581)

Notes to the Interim Financial Information (continued)

2. uﬁ']%’ﬁ%ﬁﬁ]ﬁﬁ?‘r*g% fF*, 2. Critical accounting estimates and judgements in applying

pai

i g

[ At s 4 B @[ﬁ?’r( [t T
M > 1A & = 20105 12531
RS P R

FER011F 65 1SE 4 & == Y154 5
KPR e TS CTaE ) pusi s
R T S IR
PR ) FRETIE
[EELIPRAS T Y- #1570 555 éﬁéﬁ?
= PR A T ] UK
o PRIERREEEE S (TOF )
FRHHAE- W) B e
[ (R A Tﬁ‘ﬁlb’ TE AT
PRE PRI SR I
AFTRRHP YRV 3R » ST
S () NS R i =Y
20117 6530 L1 6ffit * | WIRHIF Rt
FIsgs AP AR ET L (R 9) -

accounting policies

Except as described below, the nature and assumptions related to the Group’s
accounting estimates are consistent with those used in the Group’s financial statements
for the year ended 31 December 2010.

On 15 June 2011, the Group jointly announced with fifteen other distributing banks of
Lehman Brothers minibonds ("Minibonds") the final resolution of certain series of
Minibonds ("Final Resolution"). As part of this Final Resolution, the distributing banks
made a voluntary offer to pay ex gratia payments to eligible customers and agreed to
provide further funding to the trustee of the Minibonds ("Trustee") to pay for expenses
which may be incurred in connection with the recovery of the underlying collateral of the
Minibonds and the Trustee's role in respect of the Minibonds. The net amount
recovered by the Group from the underlying collateral of the Minibonds, after deducting
the ex gratia payments and provision for trustee expenses, was credited to operating
expenses in the condensed consolidated income statement for the six months period
ended 30 June 2011 (Note 9).
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Fllg):]ﬂﬁﬁﬁiﬂiﬁﬁ% Notes to the Interim Financial Information (continued)
(581)

3. ﬁﬁ?ﬂ?ﬂﬁﬁﬁﬁl 3. Financial risk management
% B RIS S O The Group is exposed to financial risks as a result of engaging in a variety of business
LR R e .ﬁ;@ﬁgpgn RTE activities. The principal financial risks are credit risk, market risk (including currency risk and
(= eV~ ﬁJﬁE’ﬁ‘“@ (gp}fg‘; ipterest rate risk) and liquidity risk. This note summarises the Group’s exposures to these
jf%g‘ B‘ﬁgu;“}‘ rflLr‘E/'E) “??ﬁgl*ié risks.
a4 [RSNGB
IO g <
3.1 fﬁg}’ﬁ‘l‘ﬁ 3.1 Credit Risk
A. REETR > H PIRR A. Gross advances and other accounts
(a) Y EVEY (a) Impaired advances
Hy *EJ & P Afinancial asset is impaired and impairment losses are incurred if, and only if, there
CE Y R R is objective evidence of impairment as a result of one or more events that occurred
- %TFT?FJ* and that loss event(s) has an impact on the estimated future cash flows of the
g RS financial asset that can be reliably estimated.
E A
AEE i 3R
b~ RS
HEW TS
Tk ol L“.EEH% fif
SN
i/['?J 'g‘@l%g@ If there is objective evidence that an impairment loss on loans has been incurred,
P& B % ST the amount of loss is measured as the difference between the carrying amount and
e e i the present value of estimated future cash flows generated by the financial asset.
SR IEIL > ¢ R
- ,"A] EE, - Jgj Objective evidence that a financial asset is impaired includes observable data that
Ej AR comes to the attention of the holder of the asset about the loss events.

F 2 TR
REILEEE
L SRR
S 3
81 7 i
B B
SRR T
B
% -
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FI AR S5 R = Notes to the Interim Financial Information (continued)

@) i

ﬁﬁfﬂ’gﬂiﬁﬁfiﬁ! (&) 3. Financial risk management (continued)

31 [F’, e e GB) 3.1 Credit Risk (continued)
A. FEETEE PIRCEGR) A. Gross advances and other accounts (continued)
(a) Ve G&) (a) Impaired advances (continued)

TR & T R
A

T | R £ [
JrTJ '/ Fﬂ“ﬁz'ﬁf« :

i b e ﬁ#‘ [rﬁ

YL
I/ﬁﬂyffﬁ IE
ﬁ# mﬂ%

’I/

Utk Igfﬂﬁ [rﬁ

~I/

AR K e
i‘\T“"’?ﬁ' TERR

ErH ey 1
I? =R FLE .ﬁg\ﬁ
LB -

Gross impaired advances to customers

Individually assessed loan impairment
allowances made in respect of such
advances

Current market value of collateral held
against the covered portion of advances
to customers

Covered portion of advances to customers

Uncovered portion of advances to
customers

Gross impaired advances to customers as
a percentage of gross advances to
customers

2011 & 2010 =+

6 £[ 30 [! 12 5[ 31 f!
At 30 June At 31 December
2011 2010
iﬁf{’ff 7o P S
HK$°000 HK$'000
3,989 3,940
2,633 2,605
863 846

613 615
3,376 3,325
0.02% 0.02%

The loan impairment allowances were made after taking into account the value of

collateral in respect of impaired advances.
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Fllg):]ﬂﬁﬁﬁiﬂiﬁﬁ% Notes to the Interim Financial Information (continued)
(581)

3. ﬁﬁfﬂ’gﬂiﬁﬁfiﬁ! (&) 3. Financial risk management (continued)

31 [F=’,E’1{E?|%i G&) 3.1 Credit Risk (continued)
A. FEETEE PIRCEGR) A. Gross advances and other accounts (continued)
(a) Y fBETRy GB) (a) Impaired advances (continued)
’ﬁ’#g}} KTy Vil i Classified or impaired advances to customers are analysed as follows:
HETERR A
o
2011 & 2010 =+
6 F] 30 [! 12 5| 31 f!
At 30 June At 31 December
2011 2010
WWﬁ WWR
HK$’000 HK$'000
ﬁ &3 W ) Gross classified or impaired advances to
D TERRR customers
FE 9,987 10,889
AR 5 WS Gross classified or impaired advances to
il A e customers as a percentage of gross
S T ETE advances to customers
< 0.04% 0.05%
sy Z%ﬁ??’ﬁﬁ fifi Classified or impaired advances to customers follow the definitions set out in the
e Banking (Disclosure) Rules and represent advances which are either classified as
(LS () “substandard”, “doubtful” or “loss” under the Group’s classification of loan quality, or
HHD Fpotss individually assessed to be impaired.
P 4 i

BORETEL T ARy
Fogs |~ TR
ITERCAR AR

ETRU = TRE R
%%mﬁﬁﬁ
E
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FI AR S5 R = Notes to the Interim Financial Information (continued)

@) i

ﬁﬁfﬂ’gﬂiﬁﬁfiﬁ! (&) 3. Financial risk management (continued)

31 [F’, e e GB) 3.1 Credit Risk (continued)
A. FEETEE PIRCEGR) A. Gross advances and other accounts (continued)
(b) ﬁﬁﬁﬁjgﬁj 3HEIL (b) Advances overdue for more than 3 months
FFcf Z[[HA I e Advances with a specific repayment date are classified as overdue when the

principal or interest is past due and remains unpaid. Advances repayable by regular

ﬁ,i?wfﬂf*ﬁ ; o . g
instalments are classified as overdue when an instalment payment is past due and

R 55 i remains unpaid. Ad ble on demand are classified due ei

: ! : paid. Advances repayable on demand are classified as overdue either
& E\'U‘f/UIEi'iA'}ng £ when a demand for repayment has been served on the borrower but repayment has
oo pEas not been made in accordance with the instruction or when the advances have
B O F remained continuously outside the approved limit that was advised to the borrower.

RS al?—‘\'“'l_}
[y R B
g -
SIBHMELD ERE,
=l Fﬁ[ﬁ s
RORA - RS
F R
E\;ﬁ‘ R
SR A
FUEGEE > 3 [y

P -
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FI AR S5 R = Notes to the Interim Financial Information (continued)

@) r'

3. ﬁﬁfﬂ’gﬂiﬁﬁfiﬁ! (&) 3. Financial risk management (continued)

31 [F=’,E’1{E?|%i G&) 3.1 Credit Risk (continued)
A. FEETEE PIRCEGR) A. Gross advances and other accounts (continued)
(b) ﬁﬁﬁﬁjgﬁj 3HEIL (b) Advances overdue for more than 3 months (continued)
e G
@%%;@3 s The gross amount of advances overdue for more than 3 months is analysed as
EE EE S A p follows:
L
2011 &% 6 £] 30 [! 2010 &+ 12 5| 31 [!
At 30 June 2011 At 31 December 2010
fﬁ?‘l’ T TS (i T TR
¥ R & e Fioiks
% of gross % of gross
advances to advances to
Amount customers Amount customers
AT A ?ﬁ»ff,ﬂ F
H}%’OOO HK$’000
HTETEGREE > iy Gross advances to
] customers which
have been
overdue for:
- Gl 3 ] (D - six months or
30 6 R E] less but
T over three
months - 0.00% 571 0.00%
- G 6 A ET - one year or
%’1{5} 1= less but over
six months 548 0.00% 2,993 0.02%
- B - over one year 7,433 0.03% 7,258 0.03%
@ﬁﬂi&lp’@ 3] Er Advances overdue
# for over three
months 7,981 0.03% 10,822 0.05%
i Bt eV (R Individually
Fiﬁ rFf' Ngay=eiiitis assessed loan
ﬁFJ impairment
allowances made
in respect of
such advances 2,633 2,592
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Fllg):]ﬂﬁﬁﬁiﬂiﬁﬁ% Notes to the Interim Financial Information (continued)
(581)

3. ﬁﬁfﬂ’gﬂiﬁﬁfiﬁ! (&) 3. Financial risk management (continued)

31 |F=‘[§{Efliﬁ &) 3.1 Credit Risk (continued)
A. FEETE R PIRCEGR) A. Gross advances and other accounts (continued)
(b) ﬁﬁﬁﬁjgﬁj 3HEIL (b) Advances overdue for more than 3 months (continued)
e G
2011 & 2010 =
6 %] 30! 12 5] 31 f!
At 30 June At 31 December
2011 2010
R HOET R
HK$’000 HK$’000
Hie e R Current market value of collateral held
ESSE Ay against the covered portion of advances
}jﬁﬂlfﬁ[},m fif to customers 14,184 17,368
B P Covered portion of advances to customers
AT 4,605 7,496
S R Uncovered portion of advances to
ENAr -y customers 3,376 3,326
] FU] TR Y 3 Collateral held against overdue or impaired loans is principally represented by
ETH EZ’JH#'#[} charges over business assets such as commercial and residential premises for
Fr e Tf o ﬁj £ ]F:, corporate loans and mortgages over residential properties for personal loans.
T fF“[ S F’[Sj F:ﬂ EIJ E’}.
BNy
e SR
P
Py o
#2011 % 6 5] 30 As at 30 June 2011 and 31 December 2010, there were no advances to banks and
FI' 2010 & 12 other financial institutions overdue for more than three months.
31 P 3t
U 3 1 4L
SRS TN T
By v -
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Fl 1% ﬂEl?h‘?ErﬂBn“ﬁ—‘h Notes to the Interim Financial Information (continued)
(%)

ﬁﬁfﬂ’gﬂiﬁﬁfiﬁ! (&) 3. Financial risk management (continued)

3.1 |F=‘[§{Efl3ﬁ (€ )) 3.1 Credit Risk (continued)
A. FEETE R PIRCEGR) A. Gross advances and other accounts (continued)
(c) REEIRE TR (c) Rescheduled advances
2011 % 6 £] 30 ! 2010 &+ 12 5| 31 [!
At 30 June 2011 At 31 December 2010
fm' ET VR (i T TR
2% Fi1ob o ) FiIoiks
% of gross % of gross
advances to advances to
Amount customers Amount customers
o AR
HK$’000 HK$’000
REEIAS T e Rescheduled
A0 = &y A o advances to
FQWJ%@] 3 |ﬁ customers net
1. f[ 73 of amounts
included in
advances
overdue for
more than 3
months - 0.00% - 0.00%
#2011 = 6 %] 30 As at 30 June 2011 and 31 December 2010, there were no rescheduled
[I% 2010 % 12 %] advances to banks and other financial institutions.

31 PR

VEUTH 2 R

Wﬁ (o

Rescheduled advances are those advances that have been restructured or

renegotiated because of deterioration in the financial position of the borrower or
£ vaﬁf @%ﬁﬁ

Rl EGERY £
{f ﬁuu_ I EL Rescheduled advances, which have been overdue for more than three months
g[

of the inability of the borrower to meet the original repayment schedule.

R | under the revised repayment terms, are included in overdue advances.
A ETRU
A PIEsE 3
EJ 5 H cp}‘ﬁ A
ERRP
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Notes to the Interim Financial Information (continued)

HISIR TR PRI IR
(581)

3. SRRNTE ()

3. Financial risk management (continued)

3.1 FEVRME GB)
A RETEREH PIEEGR)
(d) KETERE2

() x|y
& T AE

3.1 Credit Risk (continued)
A. Gross advances and other accounts (continued)

(d) Concentration of advances to customers

(i) Sectoral analysis of gross advances to customers

P ?ﬁi?i The information concerning gross advances to customers has been analysed
(;JW*FiJf P into loans used inside or outside Hong Kong by industry sectors of the
e AN borrowers as follows:

fiy €0
;’ 5
R
I

2011 & 6 £] 30 |!
At 30 June 2011

AR I fﬁﬂﬂ@@i A gﬁgl‘/
HEEH TRy E PR W ORBIRE 6T % ]
% Covered
by Individually  Collectively
collateral Classified d d
Gross or other or impairment impairment
advances security impaired Overdue* allowances allowances
f&fﬂ Fu f&fﬂ Fu R R f&fﬂ‘ Fu
H i’OOO H i’OOO Hﬂ'ooo Hﬂ'ooo H i’OOO
Tﬁﬁi{&ﬁﬁ‘w ETH Loans for use in Hong Kong
RS Industrial, commercial and
financial
- PR - Property development 1,224,125 1.69% - - - 2,631
- PR Y - Property investment 3,431,339 99.85% - - - 12,482
- Financial concerns 416,571 32.06% - 1 - 1,069
- Stockbrokers 60,776 100.00% - - - 274
- Wholesale and retail
trade 1,349,343 84.69% - 2,061 - 3,970
- iigﬁi' - Manufacturing 1,243,403 60.14% - 3,989 - 4,826
B gt b - Transport and transport
! Lﬁ% TJFJ equipment 1,318,851 74.62% - - - 4,007
- [’HL}J;“,EVJ - Recreational activities 10,019 100.00% - - - 26
- BYEHE[FE - Information technology 5,550 100.00% - - - 25
- - Others 1,140,276 91.52% 3 16,836 3 2,355
i * Individuals
- [&E HFF[ HE R - Loans for the purchase of
S : flats in Home
Ownership Scheme,
Private Sector
Participation Scheme
and Tenants Purchase
Scheme 84,482 99.88% 716 1,041 - 82
- BRI PPl e - Loans for purchase of
H other residential
properties 3,019,462 99.99% 79 6,219 - 2,496
- Hpy - Others 1,579,878 83.08% 35 4,878 - 1,276
T‘j?ﬁ’ﬁﬁlkwi/ ETRIAE Total loans for use in Hong
Kong 14,884,075 80.56% 833 35,025 3 35,519
B pEY Trade finance 1,123,618 48.31% 2,303 3,797 1,863 3,586
Ti%ﬁizw}f/f i;UE'J;f/ ERRL Loans for use outside Hong
Kong 6,803,450 71.06% 6,851 11,236 767 21,557
Pl Gross advances to
customers 22,811,143 76.14% 9,987 50,058 2,633 60,662
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HISIR TR PRI IR
(581)

3. ERRGTE ()

34 [FereciE G
A, SHETEVE PIEREGR)
(d K EHN R
¢ 1))
(i) #=F ol
& ETHR R
Ge)

Loans for use in Hong Kong
Industrial, commercial and
financial
- Property development
- Property investment
- Financial concerns

- Stockbrokers
- Wholesale and retail trade
- HE¥ - Manufacturing
- ga’%kgmr%}ﬁﬁ - Traer;su?;?] ::td transport
- (HHREEY - Recreational activities
- TR - Information technology
- Ey - Others
i * Individuals

- TR P 2 B
A

P F

® g

I 5

- Loans for the purchase of

flats in Home Ownership

Scheme, Private Sector
Participation Scheme

and Tenants Purchase
Scheme

- [ PP e - Loans for purchase of

S other residential
properties
- - Others
v}ﬁiﬁiﬁlg‘ﬂ/ ETRAREE Total loans for use in Hong
Kong

gy o
TEEH 9L £

Trade finance

Loans for use outside Hong
Kong

WETETR AR Gross advances to customers

*OE gAY e
oo T H A EPFAEL
A ok
PRI P ETR -

unpaid.

3.1 Credit Risk (continued)

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

A. Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

(i) Sectoral analysis of gross advances to customers (continued)

2010 & 12 F| 31 [!
At 31 December 2010

ERp ERE f[ﬁ‘HUFEIiELV
HTEH i FOV i S R
% Covered

by Individually Collectively

collateral Classified d d

Gross or other or impairment impairment
advances security impaired Overdue* allowances allowances
i%fl”?—rﬁ fg\fﬁt—fﬁ ig.}]ﬁ";c_rﬁ &uﬁ;&rﬁ ia.}]ﬁ";c_rﬁ

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
1,197,300 1.58% - - - 2,237
3,617,253 99.97% - 46,413 - 12,610
455,047 36.92% - - - 1,164
1,622 99.94% - - - 4
826,019 81.39% - 5,775 - 2,466
1,156,416 63.73% 16 2,148 16 4,260
1,075,061 78.84% - 16,369 - 2,841
9,928 100.00% - - - 24
5,817 100.00% - - - 25
962,141 87.91% 10 12,081 d 1,631
96,118 99.88% 637 997 - 70
3,135,542 99.96% 2,161 29,031 - 1,986
1,412,773 86.08% 214 15,304 17 921
13,951,037 81.50% 3,038 128,118 42 30,239
1,363,422 34,12% 2,278 2,278 1,834 3,233
6,343,340 64.02% 5,573 12,197 729 21,135
21,657,799 73.87% 10,889 142,593 2,605 54,607
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F[lﬁ):]ﬂzﬁy‘t_'ﬂgﬁ[{ﬂ]ﬁﬁ‘ﬁ:ff Notes to the Interim Financial Information (continued)
(581)
3. &R ’E?F@”FF:'EJ G&) 3. Financial risk management (continued)
3.1 f‘ﬁéﬁ{ﬁ[ﬁ@ &) 3.1 Credit Risk (continued)
A, FEETE = H FERTE GR) A. Gross advances and other accounts (continued)
(d) HETERRE R G (d) Concentration of advances to customers (continued)
(if) F PR 0 (ii) Geographical analysis of gross advances to customers

&R

TN REAS T ETR The following geographical analysis of advances to customers is based on
BRI 4 T ARL the location of the counterparties, after taking into account the transfer of
BUEEE B = o risk. In general, such transfer of risk takes place if the advances to
B TR B i customers are guaranteed by a party in a country which is different from
FEFZ SR o — &‘fﬁj that of the customer.

NG
FEMRL A g
T AR
B F"ﬁ EVRY et i it
F% o

W ETETRAAE Gross advances to customers

2011 # 2010 =
6 5[ 30 F! 12 7] 31 [
At 30 June At 31 December
2011 2010
HRET T
HK$’000 HK$000
F‘,?{F Hong Kong 15,176,991 15,768,515
Rk Mainland China 6,572,653 4,931,310
Ty Others 1,061,499 957,974
22,811,143 21,657,799

i Ay gk Collectively assessed loan impairment allowances in respect of the

by ﬁ?‘-—r f'ff, e gross advances to customers
T I )

2011 & 2010 =
6 £[ 30 [! 12 F[ 31 [
At 30 June At 31 December
2011 2010
AT T ?%{»ffﬁicfﬁ
H&%’OOO HK$'000
7{, ¥ Hong Kong 39,278 39,975
[ 3 Mainland China 18,768 12,608
Hfy Others 2,616 2,024
60,662 54,607
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H AR PR
(3&1)

3. SRR GB)

3.1 r-ﬁswm G&)
A GEEE R PIREGR)

(d) FEerF &g
€ 1))

(il) 9 G o )
KV H O
e S
# Ga)

AR

i
B
4

RS
B
£V (32
i

i
FIB 12
H

Chiyu Banking @orporation Ltd.

3. Financial risk management (continued)

3.1 Credit Risk (continued)

A. Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

Notes to the Interim Financial Information (continued)

(ii) Geographical analysis of gross advances to customers and overdue advances

(continued)

Overdue advances

Hong Kong
Mainland China
Others

2011 ¥ 2010 =

6 £ 30 [! 12 5| 31 |!
At 30 June At 31 December
2011 2010
AT ?ﬁ»ffﬁiﬁfﬁ
H}%’OOO HK$’000
39,391 103,746
9,174 38,847
1,493 -
50,058 142,593

Individually assessed loan impairment allowances in respect of the

overdue advances

Hong Kong
Mainland China
Others

35

2011 & 2010 =

6 £[ 30 [! 12 5| 31 |!
At 30 June At 31 December
2011 2010
iiﬁ,ﬁdﬁ W
HK$°000 HK$'000
817 844

1,816 1,748

2,633 2,592
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HEIHP

i
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H

3. Financial risk management (continued)

3.1 Credit Risk (continued)

A. Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

Notes to the Interim Financial Information (continued)

(ii) Geographical analysis of gross advances to customers and overdue

advances (continued)

Overdue advances (continued)

Collectively assessed loan impairment allowances in respect of the

overdue advances

Hong Kong
Mainland China
Others

Classified or impaired advances

Hong Kong
Mainland China
Others

36

2011 7 2010 =

6 £ 30 [! 12 7] 31 |!
At 30 June At 31 December
2011 2010
iiﬁd[iﬁj‘—rﬁ HRSeT
HK$’000 HK$’000
219 239

19 73

6 -

244 312

2011 & 2010 =+

6 £[ 30 [! 12 5[ 31 f!
At 30 June At 31 December
2011 2010
BT HRAFET
Hl&’OOO HK$’000
2,636 5,433
7,351 5,456
9,987 10,889
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H AR PR
(3&1)

Notes to the Interim Financial Information (continued)

3. SRR GB)

3. Financial risk management (continued)

3.1 f‘ﬁéﬁ{ﬁ[ﬁ@ &) 3.1 Credit Risk (continued)
A GEEE R PIREGR)

(d) & TR & i

A. Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

G&)
(i) BRI 35S (ii) Geographical analysis of gross advances to customers and overdue advances
KW ERR (continued)
AEET R A U T
HoGa
B 5T RS Classified or impaired advances (continued)
fen GRD
BEESHE Individually assessed loan impairment allowances in respect of the
VR ETE classified or impaired advances
(e HIF
YRS
1)
2011 & 2010 =+
6 %] 30 ! 12 5] 31 f!
At 30 June At 31 December
2011 2010
HRAT 7 ?%Wﬁwﬁ
H&i’OOO HK$'000
Fr Hong Kong 805 845
PRSI 24 Mainland China 1,828 1,760
Y Others - -
2,633 2,605
Tdﬁf{ﬁ TP Collectively assessed loan impairment allowances in respect of the
¥l ETE = classified or impaired advances
®AF
EVH 7 2
Ui
2011 & 2010 =
6 %] 30 ! 12 7] 31 [
At 30 June At 31 December
2011 2010
AT A &{Jf,ﬂn
H}&’OOO HK$’000
ﬁ?ﬁ» Hong Kong - 5
Pl |3 Mainland China 16 14
AN Others - -
16 19
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F[lﬁﬁﬂ?ﬁﬁ’ﬁfi]ﬁﬁﬁ% Notes to the Interim Financial Information (continued)

(3&1)

3. &5 ’EFIS@*FEEJ G&) 3. Financial risk management (continued)

3.1 %Eﬁ‘ﬁ’-ﬁl‘ﬁ G&) 3.1 Credit Risk (continued)
B. I5pleYE B. Repossessed assets
7 & B 2011 = 6 £ The estimated market value of repossessed assets held by the Group as at 30 June
30 H}%J*'EJ FuLplEY % 2011 amounted to HK$ 7,200,000 (The Group did not hold any repossessed assets as
N |"|,f, filr £% fﬁ?‘ at of 31 December 2010.). They comprise properties in respect of which the Group has
7,200,000 7 (% & [Eh* acquired access or control (e.g. through court proceedings or voluntary actions by the
2010 =+ 12 | 31 [I™ borrowers concerned) for release in full or in part of the obligations of the borrowers.

e IR R
o) FwiEtam
SHL S PRV i
R A OIS
RS 2 U
TR
) TS o
5 2 e A Wi

AUEYE o
‘gf,’ll'y[p'ﬁi‘% RECEE When the repossessed assets are not readily convertible into cash, the Group may
RRRVE 27 i A = consider the following alternatives:
AW =
HE
R ‘fﬁyugl [Fﬁﬁ - adjusting the selling prices
- SRR - - selling the loans together with the assets
(LT E EVRY
] %]?H%ﬁiﬁgi' - arranging loan restructuring

38



4 A A
Chiyu Banking @orporation Ltd.

SHEBRMER A member of BOCHK Group

FI TR ‘f?r'*][iﬁﬁ Notes to the Interim Financial Information (continued)
(581)

Pl (GB) 3. Financial risk management (continued)

31 [RGB 3.1 Credit Risk (continued)
C. Eﬁ%‘%‘ﬁ} C. Debt securities
AL [F EE AR The table below represents an analysis of the carrying value of debt securities by credit
(5 TR @ 1% W;J T’T’ rating and credit risk characteristic, based on Moody’s ratings or their equivalent to the
?ﬁmw 55 B=p o respective issues of the debt securities.

W¢ﬁ$wtﬁw

2011 & 6 £] 30 |!
At 30 June 2011

B
Unrated
Aal = Al Z }Z%Fﬂﬁ ¥ PR
Aa3 A3 A3 ™ - RS PE Hy ARt
Hong Kong Other
government governments
and and
Aa1lto A1to Lower government government
Aaa Aa3 A3 than A3 bodies agencies Others Total
%f“w %f“w ﬁf"w %&fuﬁ %&fuﬁ %f“w ﬁf"w %f“w
H %’000 H é’ooo H %’000 H *’000 H *’000 H &’000 H %’000 H %’000
T F%?;ﬁ} Available-for-sale
securities - 399,903 614,898 - - 420,318 787,340 2,222,459
j::ﬁ‘ fZE[IES Held-to-maturity
securities - 666,584 440,601 - 99,999 - 523,830 1,731,014
ETE N R Loans and receivables - - - - - - 257,929 257,929
] 2[R Financial assets
(== D S designated at fair
1 value through profit
or loss - - 859,346 - - - - 859,346
AT Total - 1,066,487 1,914,845 - 99,999 420,318 1,569,099 5,070,748
2010 &F 12 5] 31 !
At 31 December 2010
- f'\n'&
Unrated
Aal = Al = i?ﬁﬂr{j EL Pl 5y
Aa3 A3 A3 I S o H H it
Hong Kong Other
government  governments
and and
Aa1to A1to Lower government government
Aaa Aa3 A3 than A3 bodies agencies Others Total
z‘ﬁff.'ﬁr P i%JT’.'TJ T i%iﬁﬁi‘—r T :ﬁfﬁﬂ T i%iﬁﬁi‘—r T z‘%ff.'ﬁr T i%iﬁﬁi‘—r T :ﬁfﬁﬂ b
HK$'000  HK$000 HK$'000 HK$'000 HK$’000 HK$000 HK$000 HK$’000
i e I‘%?’:‘ % Available-for-sale
securities - 391,491 571,176 - - - 1,168,325 2,130,992
F #2715 Held-to-maturity
securities - 660,194 515,538 - 499,760 - 298,689 1,974,181
ENE Loans and receivables - - - - - - 13 13
P EEL ] 2 [fiAg Financial assets
[ B A designated at fair
ey value through profit
or loss - 41,287 948,860 - - - - 990,147
W Total - 1,092,972 2,035,574 - 499,760 - 1,467,027 5,095,333
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F[l;ﬁ\}:]ﬂﬁmﬂi[’q‘ﬁ;‘} Notes to the Interim Financial Information (continued)
(&)

3. fjﬂ[@?ﬁ@*ﬁ@ GG&) 3. Financial risk management (continued)

3.1 fﬁgﬁ@f‘ﬂ@ G&) 3.1 Credit Risk (continued)
C. ﬁﬁ?}}%ﬁj G&) C. Debt securities (continued)
TEI) e SRRy [?ﬁ For the above debt securities with no issue rating, their issuer ratings are analysed as
WSy o W M follows:
Fi“,%ﬁi? Frgps -
2011 % 6 £] 30 [!
At 30 June 2011
Aal = Aa3 Al = A3 A3 ™ ??;’& St
Lower
Aaa Aa1 to Aa3 A1 to A3 than A3 Unrated Total
i%f“ F AT R W R T R W R W R
H i’OOO Hl&’OOO H&%’OOO HI&’OOO HI&’OOO HI&’OOO
O ‘%‘, el Available-for-sale
securities - 642,541 300,141 264,976 - 1,207,658
},ﬂjfj =AW} IS Held-to-maturity
securities - 333,528 190,199 100,102 - 623,829
ETH 0 Tl Loans and
receivables - 257,929 - - - 257,929
AET Total - 1,233,998 490,340 365,078 - 2,089,416
2010 & 12 £ 31 [!
At 31 December 2010
Aal = Aa3 A1 = A3 A3 I'J™ ”Piw’& AAFE
Lower
Aaa Aa1to Aa3 A1to A3 than A3 Unrated Total
iﬁff’?‘rﬁ &Ufw B &Ufw T iﬁff’?“ b T T R
HKé’OOO HK&’OOO HK&’OOO HK%’OOO HK$'000 HK$'000
O ‘%‘, el Available-for-sale
securities - 606,100 299,681 262,544 - 1,168,325
},ﬂjfj =EW} IS Held-to-maturity
securities - 798,449 - - - 798,449
ETH 0 Tl Loans and
receivables - - - - 13 13
AET Total - 1,404,549 299,681 262,544 13 1,966,787
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F[l;ﬁ\}:]ﬂﬁmﬂi[’q‘ﬁ;‘} Notes to the Interim Financial Information (continued)
(&)

3. fjﬂfgﬂi@ﬁﬂ GG&) 3. Financial risk management (continued)

3.2 TR 3.2 Market Risk
A. R E A. Currency risk

R EIpEY R W The Group’s assets and liabilities are denominated in major currencies, particularly the
f?j‘r‘ﬁj‘lé F! E‘Tff’?ftﬁ Hong Kong dollar, US dollar and Renminbi. To ensure the currency risk exposure of
= R EE the Group is kept to an acceptable level, risk limits (e.g. Position limit) are used to
Feos F AR PN serve as a monitoring tool. Moreover, the Group seeks to minimise the gap between
fﬁﬁfo R e asset and liability in the same currency. Foreign exchange contracts (e.g. FX swap)
[ig ﬁ‘gffﬁiﬁ.‘j = are usually used to manage FX risk associated with foreign currency-denominated
Do B EIFR| assets and liabilities.
i P PE (BT
A5 T i fif VAR )
(R T 5o =

It B EIFE RS
Pt Il %TI’[’.TE?E%E?
Fl fﬁp@gﬁpg[ " SE

i B9 B A

QLN ESHIEED)

AR

(i “F s

g o
R4 B R The tables below summarise the Group’s exposure to foreign currency exchange rate
#2011 = 6 £] 30 risk as at 30 June 2011 and 31 December 2010. Included in the tables are the assets
FI75 2010 =+ 12 %] and liabilities at carrying amounts in HK$ equivalent, categorised by the original
311 fh‘fﬁfﬁiﬁﬁﬁﬁﬁ“ currency.

[ g AP
(i R ST
VR
T A -
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Notes to the Interim Financial Information (continued)

FI AR 552 YR Bﬁﬁ%
(@)
3. LRURlREE GB)

3. Financial risk management (continued)

3.2 [RGB
A SRR ()

3.2 Market Risk (continued)

A. Currency risk (continued)

2011 % 6 5] 30 !

At 30 June 2011
b5 ki X7 7 ERe Iy g P A
us HK Japanese Pound
Renminbi  Dollars  Dollars Euro Yen Sterling Others Total
ﬁ»??‘—' Tu ﬁ.??‘—' Fu ﬁ.??‘—' Fo WA ﬁ.??‘—' Fo BT A HT A ﬁv??” Tu
] ] ] ] ] ] ] ]
HK$’000 HK$000 HK$000 HK$'000 HK$000 HK$000 HK$'000 HK$’000
oE Assets
PR RE RS W EH (92 Cash and balances with banks and
TP other financial institutions 3,031,355 1,033,861 2,641,268 305,823 58,648 138,605 471,218 7,680,778
PR - 2 Placements with banks and other
E] PR £ b financial institutions maturing
between one and twelve months 434,627 1,954,069 933,488 - - 149,619 457,374 3,929,177
PR T R Y & Financial assets designated at fair
ek value through profit or loss _ 859,346 _ _ _ _ _ 859,346
e ST 5! Derivative financial instruments - 19 428,315 - - - - 428,334
Er e H PR Advances and other accounts 2,170,230 8,921,798 14,336,082 26,854 78,579 - 85,277 25,618,820
Ry Investment in securities
- Elu%‘%} - Available-for-sale securities 959,244 646,607 499,361 227 - - 160,355 2,265,794
- HEEEELES - Held-to-maturity securities - 674130 891,603 - - - 165281 1,731,014
- RO TR - Loans and receivables - - - - - - 257,929 257,929
b SE Investment properties - - 143,800 - - - - 143,800
P R Properties, plant and equipment 11,702 - 853,111 - - - - 864,813
ey ( ﬁlﬂﬁi@ﬁﬁfﬁf}'% ) Other assets (including deferred
tax assets) 28,993 15,935 482,394 - 2,849 1 - 530,172
YRR Total assets 6,636,151 14,105,765 21,209,422 332,904 140,076 288,225 1,597,434 44,309,977
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HISIR TR PRI IR
(581)

3. ERRRTTE GB)

3.2 [RGB
A SRR ()

dya Liabilities

HERH ]’—‘H@Eﬁ}&?]%?&ﬁ i Deposits andlbalar}cels of bans
e and other financial institutions

i 2R 5 Derivative financial instruments

HETEHE Deposits from customers

B {4k "Fjw“g‘éﬁﬁj (W7 EfI%L Other accounts and provisions
AW [ﬁ § (including current and deferred
tax liabilities)
F‘i@ﬁﬁ%’i" Total liabilities

¥ AR

Net on-balance sheet position

F It (PR Off-balance sheet net notional
position*

FAREIR P Contingent liabilities and
commitments

3.2 Market Risk (continued)

A. Currency risk (continued)

3. Financial risk management (continued)

2011 # 6 %[ 30 [!

Notes to the Interim Financial Information (continued)

At 30 June 2011
FHpE T X& @n Bae  PW 3g HP W
us HK Japanese Pound

Renminbi Dollars Dollars Euro Yen  Sterling Others Total
L R o o I o I o I ot
HK$000 HK$000 HK$000 HK$000 HK$000 HK$'000 HK$000 HK$000
(24,484)  (731,821)  (629,804) (7,068) (66,801) (12,528) (1,472,506)
- (41,402)  (216,161) - - - - (257,563)
(6,005,673) (4,935,533) (22,471,767)  (336,082) (20,087)  (277,188) (1,727,421) (35,773,751)
(31,102)  (276,881) (1,114,169) (8,514) - (6,215) (30,360) (1,467,241)
(6,061,259) (5,985,637) (24,431,901)  (351,664) (86,888)  (283,403) (1,770,309) (38,971,061)
574,892 8,120,128 (3,222,479) (18,760) 53,188 4,822  (172,875) 5,338,916
18,800 (7,789,754) 7,843,201 18,591 (52,957) (3,987) 178,948 212,842
280,414 1,371,309 3,554,244 55,095 102,819 274 - 5364,155
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H AR PR
(3&1)

3. ERRIRTE (B)

3.2 e GO
A HERW GR)

3.2 Market Risk (continued)

A. Currency risk (continued)

3. Financial risk management (continued)

2010 & 12 £ 31 | !
At 31 December 2010

Notes to the Interim Financial Information (continued)

& WA P S

th

A W P SR 2
BRET AT e

BULELT| A R s &
vk
(RS BN
-F fi,lH'.F%;%’f??
IS
- EER
TR

P
R R )

Assets

Cash and balances with banks and
other financial institutions

Placements with banks and other
financial institutions maturing
between one and twelve months

Financial assets designated at fair
value through profit or loss

Derivative financial instruments
Advances and other accounts
Investment in securities

- Available-for-sale securities

- Held-to-maturity securities

- Loans and receivables
Investment properties

Properties, plant and equipment
Other assets (including deferred
tax assets)

Total assets

FNREERE W EE P #E 6/
us HK Japanese Pound

Renminbi Dollars Dollars Euro Yen  Sterling Others Total
WEETR BECR MR MECR WA BRI
HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
3,187,086 1,103,378 1,314,323 135,857 8,219 213,824 320,949 6,283,636
71,116 3,838,309 483,147 - - 144,440 493,178 5,030,190

- 990,147 - - - - - 990,147

- 73 397,873 - - - - 397,946
1,838,791 7,431,613 13,384,562 36,766 19,068 - 81,039 22,791,839
349,014 606,962 499,847 209 - - 719,366 2,175,398
- 658,166 1,157,261 - - - 158,754 1,974,181

- 4 9 - - - - 13

- - 124,070 - - - - 124,070

12,456 - 736,664 - - - - 749,120
1,742 4,135 541,950 1 2,256 - - 550,084
5,460,205 14,632,787 18,639,706 172,833 29,543 358,264 1,773,286 41,066,624
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H AR PR

(3&1)

3. ERRIRTE (B)

3.2 e GO
A HERW GR)

3.2 Market Risk (continued)

A. Currency risk (continued)

3. Financial risk management (continued)

2010 &+ 12 5] 31 [!
At 31 December 2010

Notes to the Interim Financial Information (continued)

* *Um o o [y et [ I g Y A
us HK Japanese Pound
Renminbi Dollars Dollars Euro Yen Sterling Others Total
I T e e e
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
F‘j@ Liabilities
HlER HS@E{%}]%U/T; Deposits and balances of
Hwaheh banks and other financial
institutions (118,568) (75,074) (18,299) - (48,421) - (92,243)  (352,605)
e N Derivative financial instruments - (36,691)  (216,814) - - - - (253,505)
R Deposits from customers (4,788,711)  (5,073,440) (22,069,473)  (400,708) (33,240)  (357,660) (1,854,356) (34,577,588)
4 \"“!LEQ';;JN“(%[IFJ( a/f7sf] Other accounts and provisions
TR R I'fi) (including current and
deferred tax liabilities) (42,107)  (213,784)  (844,588) (6,827) - (5.909) (39,734)  (1,152,949)
F‘iﬁiﬁﬁ%ﬁ' Total liabilities (4,949,386)  (5,398,989) (23,149,174)  (407,535) (81,661)  (363,569) (1,986,333) (36,336,647)
W AP Net on-balance sheet position 510,819 9,233,798  (4,509,468)  (234,702) (52,118) (5,305)  (213,047) 4,729,977
EN F’Tr fﬁﬁm g Off-balance sheet net notional
position* 6,782  (8,970,932) 8,642,784 233,724 50,439 5,772 214,937 183,506
PIREI e i Contingent liabilities and
commitments 228,303 2,042,709 3,591,281 61,619 176,509 - - 6,100,421
* R R ffﬁ fﬁgﬁj aREl i@}’gf/ﬂﬁ’rﬁ * Off-balance sheet net notional position represents the net notional amounts of foreign currency derivative

$ R S ER AR

R RS LIAY
R (S 88 L kR ) -
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H AR PR

(3&1)

3. ERRIRTE (B)

3.2 [RE GR)
B. FlFRE

A
2011 # 6 5|30 ! %
2010 = 12 *] 31 [!

3.2 Market Risk (continued)

B. Interest rate risk

[t e gy =
P10 R 7%

B S

S

ERUE [P E ]
(FJEERIH RS ) 55

;ggo

3. Financial risk management (continued)

2011 % 6 5] 30 !

Notes to the Interim Financial Information (continued)

The tables below summarise the Group’s exposure to interest rate risk as at 30 June
2011 and 31 December 2010. Included in the tables are the assets and liabilities at
carrying amounts, categorised by the earlier of contractual repricing or maturity dates.

Assets

?’ FREWEEAE R I E M Cash and balances with banks and

Ryt

other financial institutions

AT £ RS - = Z fif Placements with banks and other

P
PEERS) 2 R e £
R
G-

e 4 HUAL
Y

=

A

v
P S
R (R

financial institutions maturing
between one and twelve months

Financial assets designated at fair
value through profit or loss

Derivative financial instruments
Advances and other accounts
Investment in securities

- Available-for-sale securities

- Held-to-maturity securities

- Loans and receivables
Investment properties

Properties, plant and equipment

Other assets (including deferred
tax assets)

Total assets

At 30 June 2011
- ==

- WP ZRE O AZWE -2DEF DEME TERRL T

Non-

Upto1 1-3 3-12 1-5 Over 5 interest
month months months years years bearing Total
Ly A A oy A o A o
HK$°000 HK$°000 HK$°000 HK$°000 HK$’000 HK$’000 HK$°000
7,292,551 - - - - 388,227 7,680,778
- 1,983,094 1,946,083 - - - 3,929,177
- - - 859,346 - - 859,346
- - - - - 428,334 428,334
17,645,338 4,227,091 3,420,793 319,111 6,487 - 25,618,820
421,881 727,524 242,529 830,525 - 43,335 2,265,794
601,301 523,830 163,715 442,168 - - 1,731,014
125,123 132,806 - - - - 257,929
- - - - - 143,800 143,800
- - - - - 864,813 864,813
- - - - - 530,172 530,172
26,086,194 7,594,345 5,773,120 2,451,150 6,487 2,398,681 44,309,977
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H AR PR
(3&1)

3. ERRIRTE (B)

3.2 [RE GR)
B. AlFm& Gi)

F“]EFJ Liabilities
SR f”ﬂg’if;}ﬂ{%ﬂ%j/ﬁ‘ﬁ’uﬁﬁé—? Deposits and balances of banks
and other financial institutions

s SR 5!

EREZs Deposits from customers

Y E,*Emﬁéffp] (S5 ERACEY Other accounts and provisions

TR iﬁ ) (incl'udi'n'g' current and deferred
tax liabilities)

Derivative financial instruments

R
i

piatee

Total liabilities

Flls R Gy 1 Interest sensitivity gap

3.2 Market Risk (continued)

B. Interest rate risk (continued)

3. Financial risk management (continued)

2011 % 6 5] 30 !

Notes to the Interim Financial Information (continued)

At 30 June 2011

- = == FEE
- BRSO AZ@EH -23F 3EME Nom- B
Upto1 1-3 312 1-5 Over5 interest G
month months months years years bearing Total
R (I A o o I o
HK$°000 HK$°000 HK$°000 HK$°000 HK$’000 HK$’000 HK$°000
(1,203,798) (24,484) (244,224) (1,472,506)
(257,563)  (257,563)
(22,540,755) (5,261,932) (6,210,833) (212,588) - (1,547,643) (35,773,751)
(419,776) - (1,047,465) (1,467,241)
(24,164,329) (5,286,416) (6,210,833) (212,588) - (3,096,895) (38,971,061)
1,921,865 2,307,929 (437,713) 2,238,562 6,487  (698,214) 5,338,916
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Notes to the Interim Financial Information (continued)

Fl R 55 R Bfﬂ‘ﬁ%
(%)
3. Financial risk management (continued)

3. ERRIRTE (B)

3.2 [RE GR)
B. A& Gi)

3.2 Market Risk (continued)

B. Interest rate risk (continued)

2010 F 12 %] 31 [!
At 31 December 2010

, - = B ) . TEFEL
— N;{F”x] =R 4 k] - = SO Non- "
Upto 1 1-3 3-12 1-5 Over 5 interest A
month months months years years bearing Total
WA MR MR MR MR MR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000 HK$000
Tk Assets
?’%5.5[? WS M EH (9 2 Cash and balances with banks and
ﬁ[lfla’xﬁﬁ,% other financial institutions 5,385,316 - - - - 898,320 6,283,636
LT R ﬁ’ﬁfﬁﬁﬂ[ﬁ%}lﬁ— % = {fi Placements with banks and other
EI P ED S financial institutions maturing
between one and twelve months - 2,393,090 2,637,100 - - - 5,030,190
Wf“ P2 iR =5 #3Y £ Financial assets designated at fair
Bley% value through profit or loss - - 138,680 574,030 277,437 - 990,147
R Derivative financial instruments - - - - - 397946 397,946
ETF O H P Advances and other accounts 16,812,169 3,395,786 2,248,303 328,769 6,812 - 22,791,839
Entins Investment in securities
- fﬁt".ﬁ?ﬁ“ﬁ - Available-for-sale securities 284,009 973,580 96,947 776,456 - 44,406 2,175,398
- FEEEREES - Held-to-maturity securities 501,441 954,510 - 518,230 - - 1,974,181
- ETR TR - Loans and receivables - - 4 - - 9 13
AN E 4 Investment properties - - - - - 124,070 124,070
P~ JV'?x”ifPJ Properties, plant and equipment - - - - - 749,120 749,120
Hipwerk (WIEEFERRE ) Other assets (including deferred
tax assets) - - - - - 550,084 550,084
AT Total assets 22,982,935 7,716,966 5,121,034 2,197,485 284,249 2,763,955 41,066,624
;”Jﬁp Liabilities
ST P2 S R VR Deposits and balances of banks
and other financial institutions (228,092) - - - - (124,513) (352,605)
B SR 5! Derivative financial instruments - - - - - (253,505)  (253,505)
EEEH Deposits from customers (24,559,366) (4,143,288)  (4,258,902) (136,447) - (1,479,585) (34,577,588)
HIEEREER ( éuﬁ‘ﬁ,{%ﬁﬁzfp’lw Other accounts and provisions
PRI [ﬁ) (including current and deferred
tax liabilities) (429,633) - - - - (723,316) (1,152,949)
Fi i Total liabilities (25,217,091)  (4,143,288)  (4,258,902)  (136,447) - (2,580,919) (36,336,647)
FllA Ry | Interest sensitivity gap (2,234,156) 3,573,678 862,132 2,061,038 284,249 183,036 4,729,977
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(581)

Notes to the Interim Financial Information (continued)

3. \_,Ef![’gﬂ!@‘g‘fff;l Ga&) 3. Financial risk management (continued)

3.3 FhREyEY SR e 3.3 Liquidity Risk

A. Wepieys ok

A. Liquidity ratio

gEREE  tEEpE

2011 = 2010 =

6 E] 30 ! 6 £ 30!

Half-year ended Half-year ended

30 June 30 June

2011 2010

ISR E P Average liquidity ratio 41.19% 42.95%

T Y &
RLIT A LS B
Fl A ey & B
SO S i
_g;]‘o

The average liquidity ratio is calculated as the simple average of each calendar
month’s average liquidity ratio of the Bank for the period.

I

VRETY & o LA

(L D) M
P4 DRSS ()
T 7 W )
R -

The liquidity ratio is computed on the solo basis (the Hong Kong offices only) and is in
accordance with the Fourth Schedule to the Banking Ordinance.
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F[lﬁﬁﬂ?ﬁ‘,ﬁ*’?ﬁ[ﬁ[ﬁ’q‘ﬁa‘} Notes to the Interim Financial Information (continued)

(581)

3. fﬁg@ﬂf@‘ﬁfﬁl Ga) 3. Financial risk management (continued)

3.3 PR L R GB)

3.3 Liquidity Risk (continued)

B. Z[HFF 155 B. Maturity analysis

REL R Y Y haas
® EIFT 2011 6 7
30 [I% 2010 =+ 12 K]
31 PS5
AT T
A R
ORI A -

2011 & 6 £] 30 [!

Tables below analyse assets and liabilities of the Group as at 30 June 2011 and 31
December 2010 into relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date.

At 30 June 2011
R V- CIE N | =
On Upto1 1-3 312 1-5 Over 5 12 W
demand month months months years years Indefinite Total
i L S S S A S
HK$000 HK$000 HK$000 HK$000 HK$'000 HK$000 HK$000 HKS$000
E Assets
r;‘ﬁ;cfflﬁ KixhiEliE Rk 92 Cash and balances with banks
RS TERA AR and other financial 3,121,429 4,559,349 - - - - - 7,680,778
= S JiEStE - =4 Placements with banks and
(B L i other financial institutions
maturing between one and - - 1,983,094 1,946,083 - - - 3,929,177
fair value through profit or
loss
— PSR fER#F T H -~ debt securities designated at
w @7;};557 fair value through profit or
loss
- HH —others - - - - 859,346 - - 859,346
- N Derivative financial instruments 398,445 8,790 3,664 13,415 4,020 - - 428,334
£ PR Advances and other accounts
— EEE —advances to customers 1,320,192 1,404,127 1,989,127 4,738,552 6,929,317 6,355,514 11,019 22,747,848
- RYpLEIEE —trade bills - 265,981 584,447 2,020,544 - - - 2,870,972
— FERE @ﬁ]jpﬁé}fﬁ e —advances to banks and other
financial institutions - - - - - - - -
ERriTs Investment in securities
= ',ﬁj/ \ﬁ)}%}?} — debt securities held for
available-for-sale
— certificates of deposit held - - 156,113 300,140 - - - 456,253
—others - 421,882 37,340 242,530 1,064,454 - - 1,766,206
— debt securities held for
held-to-maturity
- ;r;lr‘r VR — certificates of deposit held - - - 190,199 333,631 - - 523,830
- HpE —others - 99,999 - 163,714 943,471 - - 1,207,184
- CE SR VRS - debtsecurities held for loans
and receivables - 125123 132,806 - - - - 257,929
- EUES — equity securities - - - - - - 43,335 43,335
Ry Investment properties - - - - - - 143,800 143,800
P R WA Properties, plant and - - - - - - 864,813 864,813
ey ( iu]%ﬁ:’;fﬁﬂ}i?*@ ) Other assets (including
deferred tax assets) 5,513 518,357 - 5,700 49 - 553 530,172
YRR Total assets 4,845,579 7,403,608 4,886,591 9,620,877 10,134,288 6,355,514 1,063,520 44,309,977
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(5)

3. SBRIETE (B)
3.3 prErE RiE Ga)

B. Z[HEISIMT GRD

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)
3.3 Liquidity Risk (continued)
B. Maturity analysis (continued)

2011 6 £[ 30 [!

At 30 June 2011
~WEHP EWEH O AZWEH -®IE O IENE S PREL -
Bz Up to 1 1-3 312 1-5 Over 5 }% [b:72) WSt
On demand month months months years years Indefinite Total

LR /A /A i /A i /O i N ok A i
HK$’000 HK$’000 HK$’000 HK$°000 HK$’000 HK$’000 HK$’000 HK$°000

F”Jﬁ‘l Liabilities
Sl &8 Deposits and balances of banks

[N s and other financial institutions ~ (244,224) (1,203,798)  (24,484) - - - - (1,472,506)
e & Derivative financial instruments ~ (192,121) (8,213) (3,325) (8,647)  (45,257) - - (257,563)
T E Deposits from customers (18,348,559) (5,739,839) (5,261,932) (6,210,833) (212,588) - - (35,773,751)

E f*ﬁp&é}iwi‘%\'ﬁ( & Other accounts and provisions

?“[T RIS (including

current and

PR deferred tax liabilities) (485,219)  (504,147)  (129,066)  (234,734)  (114,075) - - (1,467,241)
fi e Total liabilities (19,270,123) (7,455,997) (5,418,807) (6,454,214) (371,920) - - (38,971,061)
FERYEHY ! Net liquidity gap (14,424,544)  (52,389)  (532,216) 3,166,663 9,762,368 6,355,514 1,063,520 5,338,916
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3.3 Liquidity Risk (continued)

B. Maturity analysis (continued)

3. Financial risk management (continued)

2010 &# 12 ] 31 [!
At 31 December 2010

Notes to the Interim Financial Information (continued)

g

=

AW - AP SR AT - E2DE SErE pER
On Upto1 1-3 3-12 1-5 Over 5 FIEy AT
demand month  months  months years years_Indefinite Total
i e e S
HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$’000
Assets
Cash and balances with banks and
other financial institutions 3,651,580 2,632,056 - - - - - 6,283,636
Placements with banks and other
financial institutions maturing
between one and twelve months - - 2,393,090 2,637,100 - - - 5,030,190
Financial assets designated at fair
value through profit or loss
—debt securities designated at fair
value through profit or loss
—others - - - 138,680 574,030 277,437 - 990,147
Derivative financial instruments 360,691 9,153 4,457 17,393 6,252 - - 397,946
Advances and other accounts
—advances to customers 1,115,603 1,081,961 1,747,683 4,453,096 6,904,695 6,289,714 7,835 21,600,587
—trade bills - 319,206 235,951 636,095 - - - 1,191,252
—advances to banks and other
financial institutions - - - - - - - -
Investment in securities
— debt securities held for
available-for-sale
— certificates of deposit held - 284,009 283,630 455,651 - - - 1,023,290
—others - - - 96,947 1,010,755 - - 1,107,702
— debt securities held for
held-to-maturity
— certificates of deposit held - - - 156,061 - - - 156,061
—others - - 798,449 - 1,019,671 - - 1,818,120
— debt securities held for loans and
receivables - - - 4 - - 9 13
—equity securities - - - - - - 44,406 44,406
Investment properties - - - - - - 124,070 124,070
Properties, plant and equipment - - - - - - 749,120 749,120
Other assets (including deferred
tax assets) 4,635 542,073 - 2,772 68 - 536 550,084
Total assets 5,132,509 4,868,458 5,463,260 8,593,799 9,515,471 6,567,151 925,976 41,066,624
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3.3 Liquidity Risk (continued)

3. Financial risk management (continued)

B. Maturity analysis (continued)

2010 = 12 F| 31 [!
At 31 December 2010

Notes to the Interim Financial Information (continued)

Liabilities

Deposits and balances of
banks and other financial
institutions

Derivative financial instruments

Deposits from customers

Other accounts and provisions

(including  current  and
deferred tax liabilities)

Total liabilities

Net liquidity gap

3 ZE - EFIEF S LENE EE

eIk = WP = i) 12 ] 1-5  Over5 1 A

On demandUp to 1 month  1-3 months 3-12 months years years Indefinite Total
R e A e S e
HK$'000 HK$’000 HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$000
(124,512) (228,093) - - - - (352,605)
(167,736) (21,844) (11,333) (19,576)  (20,630)  (12,386) - (253,505)
(19,513,102)  (6,525,849)  (4,143,288)  (4,258,902) (136,447) - - (34,577,588)
(480,047) (441,519) (25,736) (110,237)  (95,410) - - (1,152,949)
(20,285,397)  (7,217,305)  (4,180,357)  (4,388,715) (252,487)  (12,386) - (36,336,647)
(15,152,888)  (2,348,847) 1,282,903 4,205,084 9,262,984 6,554,765 925,976 4,729,977
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Fl(liﬁ"]%ﬁm[lﬁﬁ_ Notes to the Interim Financial Information (continued)

R e EE (R 3. Financial risk management (continued)

3.3 pprrE ke GE) 3.3 Liquidity Risk (continued)
B. Z[EAFI 5347 G&) B. Maturity analysis (continued)
R SR The above maturity classifications have been prepared in accordance with relevant
t&ﬁ (C%E €T D) provisions under the Banking (Disclosure) Rules. The Group has reported assets
FIY AR 5 7 such as advances and debt securities which have been overdue for not more than
rl% + & '}H @JW one month as “Repayable on demand”. In the case of an asset that is repayable by
T %’@ 1 {5 ] €5 different payments or instalments, only that portion of the asset that is actually
R (R SS H RY overdue is reported as overdue. Any part of the asset that is not due is reported
CH[H | Y o SRS according to the residual maturity unless the repayment of the asset is in doubt in
HT IRUHEHY 55 S which case the amount is reported as “Indefinite”. The above assets are stated after
PN g}@ PUE| %Y deduction of provisions, if any.

ey [Iﬁﬁr;%@ﬁwﬁm
o) I’Ei:[ttE o H P
?IJ,E(EJJ/?[ 53 [TRERE
SRR 9 - [
1347 2 (5
51 e+ B
S
[I_ﬁE o h l_/”j
B S AR
il () -

i EREN l%‘sj‘[ﬁ%‘}‘ The analysis of debt securities by remaining period to maturity is disclosed in order
B I FTRLEL f, to comply with relevant provisions under the Banking (Disclosure) Rules. The
(GALE S (PEl) disclosure does not imply that the securities will be held to maturity.

Y oV A e
B o LT (o
et EES
= -
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)
3.4 Capital Management

The Group adopted the foundation internal ratings-based (“FIRB”) approach to calculate
credit risk and standardised (credit risk) (“STC”) approach for certain credit exposures
being exempted from FIRB effective from 1 January 2011. The Group continued to adopt
the standardised (market risk) (“STM”) approach for market risk and standardised
(operational risk) (“STQO”) approach for operational risk. The Group’s capital adequacy
ratio was calculated based on the varios risk measurement approaches above.

The Group adopted STC approaches to calculate credit risk as at 31 December 2010. As
a result of the change in the basis used, the amounts shown below are not directly
comparable.

(a) Capital adequacy ratio

201 & 2010 =

6 E]30F[! 12 5] 31 |!

At 30 June At 31 December

2011 2010

Capital adequacy ratio 19.62% 15.91%
Core capital ratio 18.98% 14.99%

The capital ratios are computed on the combined basis that comprises the positions
of Bank’s local offices and oversea branches specified by the HKMA for its regulatory
purposes and in accordance with the Banking (Capital) Rules.

The differences between the basis of consolidation for accounting and regulatory
purposes are described in “Additional Information — Subsidiaries of the Bank” on
page 102.
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3. Financial risk management (continued)

3.4 Capital Management (continued)

(b) Components of capital base after deductions

Notes to the Interim Financial Information (continued)

The combined capital base after deductions used in the calculation of the above
capital adequacy ratio as at 30 June 2011 and 31 December 2010 and reported to

the HKMA is analysed as follows:

Core capital:
Paid up ordinary share capital
Reserves
Profit and loss account

Deductions from core capital

Core capital

Supplementary capital:
Reserves on revaluation of premises and
investment properties

Fair Value gain arising from holdings of
available-for-sale securities

Fair Value gain arising from securities
designated at fair value through profit
or loss

Collective loan impairment allowances

Regulatory reserve
Surplus provisions

Deductions from supplementary capital
Supplementary capital

Total capital base after deductions

2011 ¥ 2010 =

6 E[30 ! 12 5| 31 |!
At 30 June At 31 December
2011 2010

i F ?%FWP“ T
HK$°000 HK$’000
300,000 300,000
3,541,339 3,107,253
415,822 491,495
4,257,161 3,898,748
(2,348) (12,262)
4,254,813 3,886,486
224 224

5,291 3,242
14,556 7,647
3,118 54,607
12,141 183,221
110,612 -
145,942 248,941
(2,348) (12,262)
143,594 236,679
4,398,407 4,123,165

With the approval from the HKMA, the Group adopted new approaches in
calculating the capital charges since 2011. The figures of the two periods are
not strictly comparable due to different approaches adopted.
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Notes to the Interim Financial Information (continued)

R e PR I
(58

4. JMFRUS 4. Net interest income

FEEE SR ES
2011 % 2010 =
6 £ 30 ! 6530 !
Half-year ended Half-year ended
30 June 30 June
2011 2010
e e
HK$’000 HK$’000
FIEUS Interest income
ERICHRE Gt Nk Eﬂ[%dﬁ Due from banks and other financial institutions
FUCH 116,429 65,759
FOTETE Advances to customers 343,973 272,231
R Y Listed investments 44,138 25,507
TR R Y Unlisted investments 22,751 36,274
HPy Others 5,132 4,317
532,423 404,088
FIES U Interest expense
[[il %~ 5 f9 2 BB % vy Due to banks and other financial institutions
i (2,482) (1,380)
TR Deposits from customers (98,291) (57,295)
H Others (723) (1,204)
(101,496) (59,879)
YAF] R Net interest income 430,927 344,209

2011 & F4 F VFEET &
fEHR 215,000 74 (2010 k3
R M 3,000 R ) Bk
E BV il €T Elffp“ér?’d ll

—

H) AT B
SRR A B (R
ORI R RS )
% %Ffﬁ‘ 514,009,000 -
(2010 = 5 = ?%Uf’?f
387,878,000 ~ ) ® ypsE
101,496,000 7 (2010 =+ F

4 & © 450,879,000 7 ) -

Included within interest income is HK$215,000 (first half of 2010: HK$3,000) of interest with
respect to income recognised on advances classified as impaired for the first half of 2011.

Included within interest income and interest expense are HK$514,009,000 (first half of 2010:
HK$387,878,000) and HK$101,496,000 (first half of 2010: HK$59,879,000) for financial
assets and financial liabilities that are not recognised at fair value through profit or loss

respectively.
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Notes to the Interim Financial Information (continued)

5. Net fees and commission income

Fees and commission income
Securities brokerage

Bills commissions

Insurance

Loan commissions

Payment services

Safe deposit box

Funds distribution

Information search

Others

Fees and commission expenses
Securities brokerage

Payment services

Others

Net fees and commission income

Of which arise from

- financial assets or financial liabilities not at fair value
through profit or loss
- Fees and commission income
- Fees and commission expenses

- trust and other fiduciary activities
- Fees and commission income
- Fees and commission expenses

58

R S S
2011 & 2010 =

6 £] 30 [! 6 5] 30 f!
Half-year ended Half-year ended
30 June 30 June
2011 2010
Fﬁf’—r 7u T
H i’OOO HPE '000
70,063 69,168
30,328 20,695
17,228 13,601
14,297 14,843
13,680 12,862
6,283 6,102
2,461 1,575
1,218 1,331
5,745 4,432
161,303 144,609
(11,677) (11,446)
(1,214) (1,044)
(4,381) (6,272)
(17,272) (18,762)
144,031 125,847
28,060 20,421

- )

28,060 20,420
4,086 4,178
(1,604) (1,514)
2,482 2,664
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H(I%:]%ﬁm[ﬁﬁﬁa‘f Notes to the Interim Financial Information (continued)
pat

6. T pLiEYs45/ (L) 6. Net trading gain/ (loss)

R B S

2011 & 2010 =+
6 £[ 30 [! 6% 30!
Half-year ended Half-year ended
30 June 30 June
2011 2010
i Fu HMAET T
HK$°000 HK$'000
s/ (AR Net gain/ (loss) from:
- JHEET Bh I IHED Bh i - foreign exchange and foreign exchange
products 31,587 13,735
- FlFkT A - interest rate instruments (16,556) (36,501)
15,031 (22,766)
7. H PR 7. Other operating income
S S EERES
2011 ¥ 2010 =
6 £[ 30 |! 6% 30F!
Half-year ended Half-year ended
30 June 30 June
201 2010
i Fu HMAET
HK$°000 HK$'000
4 RS Dividend income from investment in securities
- R RS Y - unlisted investments 3,358 2,731
HeypPu R & e Gross rental income from investment properties 2,642 1,819
i a@aq@a%& N Less: Outgoings in respect of investment properties (67) -
i Others 17 24
5,950 4,574

BRI 2010 F 4 E R There are no direct operating expenses related to investment properties that were not let
a1 s e ST during the first half of 2011 and 2010.

El A SUEE A sk U
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Fl('%:]%ﬁm[ﬁﬁﬁa‘f Notes to the Interim Financial Information (continued)
pat

8. ?’ﬁfjﬁji‘,’éﬁﬁ?@(ﬁﬁﬁ)l # 8. Net (charge)/ reversal of impairment allowances

I

&A= o =

2011 # 2010 =
6 %] 30 |! 6% 30F!
Half-year ended Half-year ended
30 June 30 June
2011 2010
ﬁiﬁﬁ" 7 %ﬁiﬁf‘d T
HK*’OOO HK$'000
HETETE Advances to customers
f[#l}}ﬂ%—“ |’Fr, Individually assessed
- BrEYE - new allowances (91) (1,389)
- R - releases 53 315
o R e 1l S - recoveries 625 4,104
FF I ff EROm e Net reversal of individually assessed loan
ffﬁ?glﬁiw impairment allowances 587 3,030
AR Collectively assessed
- P - new allowances (6,077) (2,125)
A ﬁl?l fFf, ET TR ['fg‘lﬁéﬁﬁj Net charge of collectively assessed loan
iéfrj;ﬁifgj impairment allowances (6,077) (2,125)
E}?ﬁ{'i'ﬁ@i‘%ﬁﬁjifi{(}ﬁﬁpj)/ Net (charge)/ reversal of loan impairment
HE[p allowances (5,490) 905
bl Others (7) (35)
Yo (Y& NS R E) & Net (charge)/ reversal of impairment allowances (5,497) 870
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Chiyu Banking @eorporation Ltd.

9. Net operating expenses

Staff costs (including directors’ emoluments)
- salaries and other costs
- pension cost

Premises and equipment expenses (excluding
depreciation)
- rental of premises
- information technology
- others

Depreciation
Auditor’s remuneration
- audit services
Other operating expenses

Lehman Brothers related products expenses recovery*

Notes to the Interim Financial Information (continued)

g EEE ES e
2011 & 2010 +*
6 %] 30" 6 530!
Half-year ended Half-year ended
30 June 30 June
2011 2010

= e
HK$’000 HK$’000
76,492 77,655
7,188 7,023
83,680 84,678
11,607 11,224
14,621 14,134
2,754 2,505
28,982 27,863
7,621 7,057
400 400
30,717 19,677
151,400 139,675
(215,715) -
(64,315) 139,675

* The amount represents the net recovery by the Group from the underlying collateral of the
Minibonds, after deducting the ex gratia payments and provision for trustee expenses

(Note 2).
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Fl(liﬁ"]%ﬁm[lﬁﬁ_ Notes to the Interim Financial Information (continued)

10. FEyposg @%ﬂz 10. Net gain from fair value adjustments on investment properties
aElbe

2011 ¥ 2010 =
6 £] 30 |! 6 530!
Half-year ended Half-year ended
30 June 30 June
201 2010
A 7 TR
HK$°000 HK$’000
e @?ﬁgﬁ/ Net gain from fair value adjustments on investment
REiEzas properties 19,111 8,260

11. E #’Ji{ Wﬁb%ﬁﬁ 11. Net (loss)/ gain from disposal of properties, plant and equipment
e rs "

EES s B s

2011 & 2010 =+
6 £[ 30 [! 6530 [!
Half-year ended Half-year ended
30 June 30 June
2011 2010
FE HAp
HK$°000 HK$’000
LB Pl ey s (s Net (loss)/ gain from disposal of other fixed assets
at;J / i 3) 14
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Notes to the Interim Financial Information (continued)

12. Taxation

Taxation in the condensed consolidated income statement represents:

(E)
(Restated)
& FREEE EES 19
2011 & 2010 +#
6 %] 30" 6 530!
Half-year ended Half-year ended
30 June 30 June
2011 2010
MR
HK$’000 HK$’000

Hong Kong profits tax
- current period taxation 100,864 45,000
- over-provision in prior years - (500)
Deferred tax (credit)/ charge (2,968) 3,283
Hong Kong profits tax 97,896 47,783
Overseas taxation 21,272 11,806
119,168 59,589

Hong Kong profits tax has been provided at the rate of 16.5% (2010: 16.5%) on the
estimated assessable profits arising in Hong Kong for the first half of 2011. Taxation on
overseas profits has been calculated on the estimated assessable profits for the first half of
2011 at the rates of taxation prevailing in the countries in which the Group operates.
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Notes to the Interim Financial Information (continued)

12. Taxation (continued)

The taxation on the Group’s profit before taxation that differs from the theoretical amount that
would arise using the taxation rate of Hong Kong is as follows:

Profit before taxation

Calculated at a taxation rate of 16.5% (2010: 16.5%)
Effect of different taxation rates in another country
Income not subject to taxation

Expenses not deductible for taxation purposes
Over-provision in prior years

Taxation charge

Effective tax rate

64

(E9m
(Restated)

§EFHE S s
2011 = 2010 =

6 £[ 30 [! 65/ 30F!
Half-year ended Half-year ended
30 June 30 June
2011 2010

= e
i T
HK$’000 HK$’000
721,607 348,289
119,065 57,468
6,993 4,047
(10,250) (1,937)
3,360 511

- (500)

119,168 58,589
16.51% 16.82%
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Fl(liﬁ"]%ﬁm[lﬁﬁ_ Notes to the Interim Financial Information (continued)

13. &Rl 13. Dividends
ST I4ES SR ES
20116 H30 H 2010 “£ 6 J1 30 H
Half-year ended Half-year ended
30 June 2011 30 June 2010
L FE L AEAE
- R
Per share Total Per share Total
HK$ HK$’000 HK$ HK$’000
RIECLET A8 Interim dividend 39.00 117,000 39.50 118,500
14. ’g &3 ERETFELS 14, Cash and balances with banks and other financial institutions
R H P2 IR A
573
2011 & 2010 =+
6 £[ 30 F! 12 5] 31 f!
At 30 June At 31 December
2011 2010
?ﬁ‘ﬁ,ﬂi ﬁf*ﬂn
HK$°000 PJ$ ‘000
?y?%&é Cash 159,558 148,258
T;WH[ F AL s AR Balances with central banks 590,835 1,106,162
LS R s ﬁﬁgﬂp%»ﬁf Balances with banks and other financial
ISERHES institutions 2,371,036 2,397,160
TR AL B P & A Placements with banks and other financial
] P EHE D RS R institutions maturing within one month 4,559,349 2,632,056
7,680,778 6,283,636
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Notes to the Interim Financial Information (continued)

15. Financial assets designated at fair value through profit or loss

2011 & 2010 =+
6 %] 30 ! 12 5] 31 !
At 30 June At 31 December
2011 2010
WA HhAFET
HIH’OOO HK$’000
At fair value
Debt securities
- Listed in Hong Kong 538,202 577,034
- Listed outside Hong Kong 321,144 413,113
859,346 990,147

Financial assets designated at fair value through profit or loss are analysed by type of issuer

as follows:

2011 ¥ 2010 =

6 %] 30! 12 5] 31 !
At 30 June At 31 December
2011 2010

WA HhAEET

HIH’OOO HK$’000

Sovereigns - 41,287
Banks and other financial institutions 158,912 155,520
Corporate entities 700,434 793,340
859,346 990,147
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Notes to the Interim Financial Information (continued)

16. Derivative financial instruments

The Group enters into the following equity, foreign exchange, interest rate and bullion
related derivative financial instruments for trading and risk management purposes:

Currency forwards represent commitments to purchase and sell foreign currency on a
future date.

Currency and interest rate swaps are commitments to exchange one set of cash flows for
another. Swaps result in an exchange of currencies or interest rates (for example, fixed rate
for floating rate) or a combination of all these (i.e. cross-currency interest rate swaps).
Except for certain currency swap contracts, no exchange of principal takes place.

Foreign currency and equity options are contractual agreements under which the seller
(writer) grants the purchaser (holder) the right, but not the obligation, either to buy (a call
option) or sell (a put option) at or by a set date or during a set period, a specific amount of
the financial instrument at a predetermined price. In consideration for the assumption of
foreign exchange and interest rate risk, the seller receives a premium from the purchaser.
Options are negotiated over-the-counter (“OTC”) between the Group and its counterparty or
traded through the stock exchange (for example, exchange-traded stock option).
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FI('%‘]E??:WWITFI_ Notes to the Interim Financial Information (continued)
A

16. = 23~ 3! (&)  16. Derivative financial instruments (continued)

T+ BRI G ST f, The contract/notional amounts and fair values of derivative financial instruments held by
w‘/ [,;yf,%%‘gv%ﬁbﬁ N the Group are set out in the following tables. The contract/notional amounts of these
3 IEFF* [ Sy £ I@ instruments indicate the volume of transactions outstanding at the balance sheet dates and
Fl “ Z%I Bl & 2 EJF” certain of them provide a basis for comparison with fair value instruments recognised on
w‘/ S f F R E [ B the condensed consolidated balance sheet. However, they do not necessarily indicate the
RS Fgﬁ% NN amounts of future cash flows involved or the current fair values of the instruments and,
55 phED [T ST L therefore, do not indicate the Group’s exposure to credit or market risks. The derivative
& F”,%’é‘/ £ %‘;\,ﬁ%’%‘g\?gﬁ ] financial instruments become favourable (assets) or unfavourable (liabilities) as a result of
?{! o= | .r?ﬁ;lﬁf Y fluctuations in market interest rates, foreign exchange rates or equity and metal prices
E [?ﬁ Ff’” §’ s relative to their terms. The aggregate fair values of derivative financial instruments assets

fifl ¥ % g& f Xl 'Fﬁ U a:T Fﬁl and liabilities can fluctuate significantly from time to time.
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Notes to the Interim Financial Information (continued)

16. Derivative financial instruments (continued)

The following tables summarise the contract/notional amounts of each significant type of

derivative financial instrument as at 30 June 2011 and 31 December 2010:

Exchange rate contracts
Spot and forwards
Swaps
Foreign currency option

- Options purchased
- Options written

Interest rate contracts
Swaps

Bullion contracts

Equity contracts

Total

2011 & 6 £] 30 !
At 30 June 2011

THER
SR FRE
- Not qualified s
pray for hedge NET
Trading accounting® Total
5 T BT
HK$°000 HK$’000 HK$’000
9,062,974 - 9,062,974
9,186,964 - 9,186,964
5,202 - 5,202
5,202 - 5,202
18,260,342 - 18,260,342
- 779,207 779,207
67,646 - 67,646
18,327,988 779,207 19,107,195

* Derivative transactions which do not qualify as hedges for accounting purposes but are
managed in conjunction with the financial instruments designated at fair value through
profit or loss are separately disclosed in compliance with the requirements set out in the

Banking (Disclosure) Rules.
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Notes to the Interim Financial Information (continued)

16. Derivative financial instruments (continued)

Exchange rate contracts
Spot and forwards
Swaps
Foreign currency option

- Options purchased
- Options written

Interest rate contracts
Swaps

Bullion contracts

Equity contracts

Total

2010 =+ 12 ] 31 |!
At 31 December 2010

T
SR gy Fhk
- Not qualified S
fiey for hedge At
Trading accounting* Total
iﬁfﬁt"ﬁ PP ?ﬁfﬁsﬁ'i
HK$’000 HK$'000 HK$'000
6,756,170 - 6,756,170
10,587,358 - 10,587,358
3,362 - 3,362
3,362 - 3,362
17,350,252 - 17,350,252
- 911,878 911,878
74,579 - 74,579
17,424,831 911,878 18,336,709
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Exchange rate contracts
Spot and forwards
Swaps
Foreign currency option

- Options purchased
- Options written

16. Derivative financial instruments (continued)

2011 % 6 | 30 [!
At 30 June 2011

Notes to the Interim Financial Information (continued)

The following tables summarise the fair values of each class of derivative financial
instrument as at 30 June 2011 and 31 December 2010:

Interest rate contracts
Swaps

Bullion contracts

Equity contracts

Total

AT Y LT
Fair value assets Fair value liabilities
THAR THER
SHfIfr s SHfIfr s
Not Not
-, qualified o= . qualified -
Fﬁj for hedge At EJEJ' for hedge el
Trading accounting Total Trading accounting Total
T T T T T T
HK$°000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
421,275 - 421,275 210,138 - 210,138
6,121 - 6,121 5,899 - 5,899
19 - 19 - - -
- - - 19 - 19
427,415 - 427,415 216,056 - 216,056
- - - - 41,382 41,382
919 - 919 125 - 125
428,334 - 428,334 216,181 41,382 257,563
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Fl('%:]%ﬁm[ﬁﬁﬁa‘f Notes to the Interim Financial Information (continued)
pat

16. =% EF~ 5! (&)  16. Derivative financial instruments (continued)

2010 &+ 12 5| 31 |!
At 31 December 2010

2 iRy Sl E ffi
Fair value assets Fair value liabilities
NG N
FiET FHirEt
Not Not
E qualified o= E qualified =
B or hedge A B for hedge et
Trading accountinq Total Trading accountinq Total
o A L
HK$’000 HK$'000 HK$’000 HK$’000 HK$’000 HK$’000
[k 559 Exchange rate contracts
ST e Spot and forwards 387,313 - 387,313 194,055 - 194,055
s Swaps 9,882 - 9,882 21,556 - 21,556
Gt pE L Foreign currency option
- F A - Options purchased 73 - 73 - - -
- ey - Options written - - - 74 - 74
397,268 - 397,268 215,685 - 215,685
B fﬁé Interest rate contracts
Hiy Swaps - - - - 36,618 36,618
F'J & *g:}‘f, Ee Bullion contracts 678 - 678 1,202 - 1,202
&y Mg fﬁa‘ Equity contracts - - - - - i
A Total 397,946 - 397,946 216,887 36,618 253,505
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Notes to the Interim Financial Information (continued)

16. Derivative financial instruments (continued)

The credit risk weighted amounts of the above derivative financial instruments are as
follows:

2011 = 2010 =
6 E] 30 |! 12 £] 31 |!
At 30 June At 31 December
2011 2010
T AR
HK$°000 HK$’000
Exchange rate contracts
Forwards 66,538 63,304
Swaps 24,963 57,878
Interest rate contracts
Swaps 890 3,209
92,391 124,391

The credit risk weighted amounts are calculated in accordance with the Banking (Capital)
Rules. The amounts are dependent upon the status of the counterparty and the maturity
characteristics of each type of contract.

The Group adopted the FIRB approach to calculate credit risk as at 30 June 2011, as
opposed to the STC approach that was used as at 31 December 2010. As a result of the
change in the basis used, the risk weighted amounts shown above are not directly
comparable.

There is no effect of valid bilateral netting agreement on the fair values or the credit
risk-weighted amounts of the derivative financial instruments.
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Notes to the Interim Financial Information (continued)

17. Advances and other accounts

2011 & 2010 =

6 £| 30 F! 12 F] 31 !
At 30 June At 31 December
2011 2010

il R

HK$°000 HK$’000

Personal loans and advances 5,884,629 5,704,446
Corporate loans and advances 16,926,514 15,953,353
Advances to customers 22,811,143 21,657,799

Loan impairment allowances

- Individually assessed (2,633) (2,605)

- Collectively assessed (60,662) (54,607)
22,747,848 21,600,587

Trade bills 2,870,972 1,191,252
Advances to banks and other financial institutions - -
Total 25,618,820 22,791,839

As at 30 June 2011, advances to customers included accrued interest on gross advances of
HK$66,131,000 (31 December 2010: HK$49,489,000).

As at 30 June 2011 and 31 December 2010, no impairment allowance was made in respect
of trade bills and advances to banks and other financial institutions.

74



R e PR I
(58

18. 5 %Y

(@) B

e RE BE
- WA Jﬂﬂ]
paalll

WES AT R

- 2L

(b) H1 | EHES
) bR £ R
i
- W9 )

TRl R

(c) €T Tl
Al HHES i IR
et

Fﬁ%%?ﬂﬂ%'?fm%‘—%m
I

4 & a4y

Chiyu Banking @eorporation Ltd.

18. Investment in securities

(a) Available-for-sale securities

Debt securities, at fair value
- Listed outside Hong Kong
- Unlisted

Equity securities, at fair value
- Unlisted

(b) Held-to-maturity securities
Listed, at amortised cost

- in Hong Kong
- outside Hong Kong

Unlisted, at amortised cost

(c) Loans and receivables

Unlisted, at amortised cost

Total

Market value of listed held-to-maturity securities
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2011 % 2010 &+
6 2] 30 [! 12 5[ 31 f!
At 30 June At 31 December
2011 2010
T 5 A 7
H&i’ooo HK$’000
573,031 524,389
1,649,428 1,606,603
2,222,459 2,130,992
43,335 44,406
2,265,794 2,175,398
245,489 160,196
360,393 358,034
605,882 518,230
1,125,132 1,455,951
1,731,014 1,974,181
257,929 13
4,254,737 4,149,592
609,048 520,815
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Fl('%:]%ﬁm[ﬁﬁﬁa‘f Notes to the Interim Financial Information (continued)
pat

18. 5 3E%r (G&) 18. Investment in securities (continued)
Y R f%‘té}%tﬁ N2 Investment in securities is analysed by type of issuer as follows:
Hygp -
2011 % 6 £| 30 |!
At 30 June 2011
SHES
FHOARS SRS RO gt
Available-for- Held-to- Loans
sale maturity and
securities securities receivables Total
L SO o SR i DG e
HK$°000 HK$°000 HK$°000 HK$°000
= M Sovereigns 420,318 99,999 - 520,317
FlF T f%@ﬂ[ﬁ%ﬁ Banks and other financial
institutions 1,693,278 1,219,393 257,929 3,170,600
BTN 4 Corporate entities 152,198 411,622 - 563,820
2,265,794 1,731,014 257,929 4,254,737

2010 &+ 12 5| 31 | !
At 31 December 2010

-

LES

FROEES  EBNES ORI st
Available-for- Held-to- Loans
sale maturity and
securities securities receivables Total
W TR R
HK$’000 HK$’000 HK$°000 HK$’000
= My Sovereigns - 499,760 - 499,760
L= T f%@ﬂ[ﬁ%ﬁ Banks and other financial
institutions 2,024,418 1,144,464 13 3,168,895
BTN 4 Corporate entities 150,980 329,957 - 480,937
2,175,398 1,974,181 13 4,149,592
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Notes to the Interim Financial Information (continued)

18. Investment in securities (continued)

Available-for-sale and held-to-maturity securities are analysed as follows:

eSS e LAE
Available-for-sale Held-to-maturity
securities Securities
2011 & 2010 = 2011 & 2010 =
6 £] 30 ! 12 5] 31 |1 6 E[ 30 |! 12 5] 31 !
At 30 June At 31 December At 30 June At 31 December
2011 2010 2011 2010
AT ?%Fff’ﬁﬁ'ﬁ i u iﬁfﬁﬁj&fﬁ
HK$’000 HK$’000 HK$°000 HK$’000
Treasury bills - - 99,999 499,760
Certificates of
deposit held 456,253 1,023,290 523,830 156,061
Others 1,809,541 1,152,108 1,107,185 1,318,360
2,265,794 2,175,398 1,731,014 1,974,181
19. Investment properties
2011 7 2010 =
6 %] 30 f! 12 5[ 31 |1
At 30 June At 31 December
2011 2010
R 7
HK$’000 HK$'000
At 1 January 124,070 78,800
Fair value gains (Note 10) 19,111 20,770
Reclassification from properties, plant and
equipment (Note 20) 619 24,500
At period/year end 143,800 124,070
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AE!

20. P - ’F.&*;E'br%ﬁﬁ 20. Properties, plant and equipment

Pl e
)
‘ quipment, B
B fixtures and R
Premises fittings Total

Y & e
HKi’o;; ﬁf@@ Hiko00

H2011 = 1 Ef 1 pI Net book value at
RRENA 1 January 2011 721,440 27,680 749,120
iﬁ?,’ Additions - 2,407 2,407
H'.EE', Disposals - (10) (10)
B *LFI Revaluation 121,292 - 121,292
R (BT 9) Depreciation for the period (Note 9) (4,433) (3,188) (7,621)
FrF T R = P Reclassification to investment
( (;ﬁp%t 19) properties (Note 19) (619) - (619)
s 0 4 e Exchange difference . 244 244
¥ 2011 F 6 5] 30 FI Net book value at
R 30 June 2011 837,680 27,133 864,813
#2011 = 6 £ 30 |! At 30 June 2011
E%iﬁ‘}f (il Cost or valuation 837,680 110,347 948,027
BAFHTE 'iffﬁﬁﬁ Accumulated depreciation and
impairment - (83,214) (83,214)
¥ 2011 F 6 5] 30 FI Net book value at
BT 30 June 2011 837,680 27,133 864,813
#2010 = 1 F[ 11 Net book value at
IR 1 January 2010 627,550 29,913 657,463
Y Additions - 4,654 4,654
t "Eé' Disposals (996) (9) (1,005)
Flf Revaluation 126,399 - 126,399
e (i 10) Depreciation for the year (Note 10) (7,398) (6,828) (14,226)
T T R = ey Reclassification to investment
(Bﬁ“ﬂ%t 26) properties (Note 26) (24,500) - (24,500)
115574 Transfer 385 (385) -
i 5T ALK Exchange difference - 335 335
#2010 F 12 5] 31 [I Net book value at
SRR 31 December 2010 721,440 27,680 749,120
#2010 & 12 ] 31 |! At 31 December 2010
F‘ﬁl:ﬁ‘?[’ 1 fif Cost or valuation 721,440 108,233 829,673
RRHTE - Rl Accumulated depreciation and
impairment - (80,553) (80,553)
¥2010 F 12 5| 31 [ 1.1 Net book value at
B9 31 December 2010 721,440 27,680 749,120
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20. P~ Ry
) P

T A I G )
Py

#2011 5 6 F] 30 |!
i
54

#2010 & 12 F[ 31 |!
4 1
H it

ISRy
(s e

20. Properties, plant and equipment (continued)

Notes to the Interim Financial Information (continued)

ﬁF - i
qoment,
quipment,
Y X fixtures and e
Premises fittings Total
T AT 7 T
HK$°000 HK$’000 HK$°000
The analysis of cost or valuation of
the above assets is as follows:
At 30 June 2011
At cost - 110,347 110,347
At valuation 837,680 - 837,680
837,680 110,347 948,027
At 31 December 2010
At cost - 108,233 108,233
At valuation 721,440 - 721,440
721,440 108,233 829,673
21. Other assets
2011 & 2010 =
6 %] 30 ! 12 5] 31 |!
At 30 June At 31 December
2011 2010
iﬁﬁ“ Tu HT
HK$’000 HK$’000
Repossessed assets 2,305 -
Accounts receivable and prepayments 527,867 550,084
530,172 550,084
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pr

22, FHEEE 22. Deposits from customers
2011 ¥ 2010 =
6 %] 30 ! 12 5] 31 !
At 30 June At 31 December
201 2010
T e
H *’000 HK$’000
= s ~ %ﬁ W Py (O Current, savings and other deposit accounts (per
ﬁq}y#ﬁa@ Fi f?j?& ) condensed consolidated balance sheet) 35,773,751 34,577,588
JINE Analysed by:
AN F O =& Demand deposits and current accounts
- ﬁj - corporate 1,739,814 1,962,869
- A - personal 463,750 451,353
2,203,564 2,414,222
fgﬁir?fvﬁ'x( Savings deposits
- ﬁj - corporate 3,417,058 3,456,076
- W - personal 12,713,340 13,626,665
16,130,398 17,082,741
A S Time, call and notice deposits
- j?"[]J - corporate 7,812,119 5,294,768
- Wt - personal 9,627,670 9,785,857
17,439,789 15,080,625
35,773,751 34,577,588
23. H PIRRRI R ﬁFJ 23. Other accounts and provisions
2011 = 2010 =
6 £] 30 ! 12 5] 31 f!
At 30 June At 31 December
2011 2010
A
HK$’000 HK$’000
TRl Dividend payable 117,404 18,404
PR =R Other accounts payable 1,056,886 977,616
L‘%ﬁpj Provisions 28,680 14,390
1,202,970 1,010,410
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24. AR

l

Jr&**h FRLEUEE v 3
YERIBT125F T AT AL | G

g,T’ WV IR

o SRR
BRI R TR I
(R -

Fﬁﬁ,# ok P AT Y
by ‘p(gﬁ)/;u?ﬁ

fola ﬁ[ s PR EE 2011
sy ﬁ”vﬁ%&f:mmi‘ 12
I3l ’I/%@E[’J (&
?ﬁ?ﬂ J?H‘:?F F' %F“E'*I’(M dl
IVI2 ST AL
R A

24,

Notes to the Interim Financial Information (continued)

Deferred taxation

Deferred tax is recognised in respect of the temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in this interim financial information
in accordance with HKAS 12 “Income Taxes”.

The major components of deferred tax (assets)/liabilities recorded in the condensed
consolidated balance sheet, and the movements during the first half of 2011 and the year
ended 31 December 2010 which have shown the impact of the early adoption of HKAS 12
(Amendment) “Income Taxes”, are as follows:

2011 = 6 £] 30 |!

At 30 June 2011
™ g% PHE T T (3 Pfﬁ;gl%fz R
T ENF HiEty = R
Accelerated f—g ﬁFJ Eﬁﬁj Other
tax Property Impairment temporary
depreciation _ revaluation Losses allowance  differences Total
o S o O s T v i
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
¥ 2011 = At 1 January
151} 2011 6,023 92,049 (417) (6,816) (1,493) 89,346
B TR 4k e (Credited)/
RS D) charged to
Va2l condensed
(mﬁ* 12) income
statement
(Note 12) (15) 248 - (843) (2,358) (2,968)
qﬁﬁl N Charged to other
comprehensive
income - 19,494 - - 810 20,304
2011 F At 30 June
6 530 [! 2011 6,008 111,791 (417) (7,659) (3,041) 106,682
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24. JEEHTE (GB)

24. Deferred taxation (continued)

2010 & 12 | 31 [!
At 31 December 2010

AT,
PR PIE [’Ff, _ i B
B el s ez
Accelerated Other
tax Property Impairment temporary
depreciation revaluation Losses allowance differences Total
TR TR
HK$’000 HK$'000 HK$°000 HK$°000 HK$'000 HK$'000
#2010 = At 1 January
TE[ IV 2010, as
HIjI= previously
reported 6,052 85,305 (385) (6,318) (6,339) 78,315
Eichil 'J'}‘}*'lr w Effect of early
SR adoption of HKAS
12 (Amendment)
ﬁ =) J/axﬁif“ - (10,535) - - - (10,535)
#2010 = At 1 January
151! 2010, as
JEFI restated 6,052 74,770 (385) (6,318) (6,339) 67,780
VA IEE S R (Credited)/charged
(Fpn to income
2 statement (29) 44 (32) (498) 3,864 3,349
fﬁ"fl EEFI Charged to other
Ll b comprehensive
income - 17,235 - - 982 18,217
¥+ 2010 = At 31 December
12 5] 31 |1 2010 6,023 92,049 (417) (6,816) (1,493) 89,346

ﬁ‘**@ﬂ7ﬁﬁﬂﬁ$
Y R O A
mﬁ%ﬁpw%m Fo e
%’WﬂﬁHWFLUﬁ”

Deferred tax assets and liabilities are offset on an individual entity basis when there is a
legal right to set off current tax assets against current tax liabilities and when the deferred
taxation relates to the same authority. The following amounts, determined after appropriate
offsetting, are shown in the condensed consolidated balance sheet:

i = G
HEEREE - ™37 r?ﬂaz,lﬁzf Y
éFHﬁ /[E,\»‘[/Qéﬁ"ul
%‘ﬁﬁﬁ%~
2011 & 2010 =
6 £[ 30 [! 2531
At 30 June At 31 December
2011 2010
AT HLApET
H}Q’OOO HK$’000
WEJCFLFIE Deferred tax assets - -
PRI ‘F ”F?j Deferred tax liabilities 106,682 89,346
106,682 89,346
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&

24, FEGFIE (R 24, Deferred taxation (continued)
2011 & 2010 =+
6 5[ 30 |! 12 5[ 31 [
At 30 June At 31 December
2011 2010
pi:S Fu %}Iﬁﬁr T
H %’000 HK$’000
PRI (t’ﬁ’l@ 12 [ £] Deferred tax assets to be recovered after more than
B twelve months - -
PEGTHCE ["Eﬁ ( &j@ 12 {5t 5] Deferred tax liabilities to be settled after more than
) twelve months 109,723 90,840
109,723 90,840
E?’,EitJ[‘JfﬁF?'.’EI faz ’]ﬁ‘yu’yﬁﬁ The deferred tax charged for each component of other comprehensive income during the
1Y {5y VAR period is as follows:
(B9
(Restated)
F FREEE EELES
2011 & 2010 =+
6 H430H 6/130H
Half-year ended  Half-year ended
30 June 30 June
2011 2010
HK$’000 HK$’000
T H’.E%ﬁj‘ b i Fair value changes of available-for-sale securities 810 242
R E |’F‘, Revaluation of premises 19,494 6,496
20,304 6,738
25. &% 25. Share capital
2011 & 2010 =+
6 E30[! 12 £ 31 [
At 30 June At 31 December
2011 2010
T AR
HK$°000 HK$'000
e Authorised:
3,000,000 =) JETe fifi 3,000,000 ordinary shares
%E‘rfﬁqOO N %,ﬂﬁé‘f of HK$100 each 300,000 300,000
SR L Issued and fully paid:
3,000,000 &= 4 1 fifi 3,000,000 ordinary shares
E{»ffﬁ‘mo Ju F@_ﬁ& of HK$100 each 300,000 300,000
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26. Reserves

26. fn%ﬁFJ

R e SliNI T The Group’s reserves and the movements therein for the current and prior periods are
%EH@EU'[???H%W?E‘I 16 » 17 presented in the condensed consolidated statement of changes in equity on page 16 and
P PR s 17,

27. Notes to condensed consolidated cash flow statement

27. FRARATHETEIR

e

BHETHRT IR
R

(outflow) before taxation

(a) Reconciliation of operating profit to operating cash inflow/

g EREE EEE T ES
2011 & 2010 =+
6 k| 30 ! 6 %30 [!
Half-year ended  Half-year ended
30 June 30 June
2011 2010
AR
HK$’000 HK$’000
AZENEH] Operating profit 702,499 340,015
g Depreciation 7,621 7,057
Vi f@ﬁéﬁﬁiﬂﬁiﬁﬁl (HElp") Net charge/ (reversal) of impairment
allowances 5,490 (905)
PRV i Unwind of discount on impairment - 3)
S ERR (A0 Advances written off net of recoveries
IS IpEEE) 625 4,104
RUE[IAF '%zﬁ] 3 Change in cash and balances with banks and
HEW TR I P E G other financial institutions with original
ﬁ%ﬁpfjﬁﬁ%;’/ FEHE maturity over three months (349,499) 534,492
RUE[IHF '%;ﬁ] 3 e VELE Change in placements with banks and other
] f%@ﬁjﬁ}&?dﬁﬁﬁﬂ/@ financial institutions with original maturity
EL’J over three months 814,220 (127,476)
RGN R (= = 1] Change in financial assets designated at fair
A &Ry U ARE) value through profit or loss 130,801 (212,325)
e B0 SV ABEh Change in derivative financial instruments (26,330) 61,910
ErRy e X PIRE L AR Change in advances and other accounts (2,833,064) (1,810,662)
R NG Change in investment in securities (491,773) 1,100,647
F ey s Change in other assets 19,912 233,182
L Pﬂéﬁiﬂ%ﬁiﬁﬁ Change in deposits and balances of banks
sl AR and other financial institutions 1,119,901 (219,649)
ERNIEE AW Change in deposits from customers 1,196,163 (788,650)
PR e SR ) A Change in other accounts and provisions 93,560 (24,862)
Fe b2 AE Exchange difference 9,102 5,316
FroRlE R (O Operating cash inflow/ (outflow) before
taxation 399,228 (897,809)
ROV BB D EIJ?F’, : Cash flows from operating activities included:
— SEFEL — Interest received 495,827 337,906
— I FEL — Interest paid (88,992) (45,863)
— =HSREL — Dividend received 3,358 2,731
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27. ﬁﬁgl;’%ﬁfﬁsiﬁil% 27. Notes to condensed consolidated cash flow statement (continued)

Bﬁ?zr,‘_h ()
(b) F& B%"TFIJEF.[L’LEIEE I (b) Analysis of the balances of cash and cash equivalents
Fri=227 iy
2011 = 2010 =
6 £] 30 ! 6 ] 30 [!
At 30 June At 30 June
2011 2010
rEo
HK$’000 HK$’000
?l I E W RE Cash and balances with banks and other financial
3 fHEIP s institutions with original maturity within three
(7 P8 A months
ERERH-A 7,008,962 6,833,958
FUEE I 3 F ] Placements with banks and other financial
FLE 0 P & RS institutions with original maturity within three
i HE months 1,051,632 1,791,227
FUEF 1T 3 F ] Treasury bills with original maturity within three
H% months 99,999 699,960
8,160,593 9,325,145
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28. F{‘/’]ﬁp"lf?ﬁb%#% 28. Contingent liabilities and commitments
PIRE ["E‘JB;}#%H 1= THED The following is a summary of the contractual amounts of each significant class of contingent
i ﬁ;@gjﬁ?wﬁ[éﬁf liability and commitment and the corresponding aggregate credit risk weighted amount:
VAR e W AT
AR
2011 = 2010 =+
6 £[ 30 [! 12 5] 31 |1
At 30 June At 31 December
2011 2010
i Fu AT 5L
HK$°000 HK$'000
@ B |F:, E}“ﬁ[’*fﬁﬁ ! Direct credit substitutes 11,543 12,760
=7 EJJIJFE N ﬁ&?ﬁfl f?j Transaction-related contingencies 148,522 127,006
E=4 EJJ‘&J NG ﬁ&?ﬁfl f?j Trade-related contingencies 971,391 1,576,247
T ﬁgiﬁ_ﬁi{lpfjmﬂzﬁjﬁ’r Commitments that are unconditionally cancellable
éﬁjj/#ﬁ’, without prior notice 3,228,629 2,029,535
TPy R R Other commitments with an original maturity of
- - ﬁ?]‘ﬂ - up to one year 803,169 1,796,314
- - FrE - over one year 200,901 558,559
5,364,155 6,100,421
]’ﬁ EVE i AR RE Credit risk weighted amount 656,797 930,295
]’% VT i P AR R HE LA The credit risk weighted amount is calculated in accordance with the Banking (Capital)
L (G4 ) D &F Rules. The amount is dependent upon the status of the counterparty and the maturity
fle Fﬁﬁ)ﬁfﬁ"i ph¥FE 'Fﬁ characteristics of each type of contract.
0 A IR B
?JE]% o
7 BT 2011 F 6 £] 30 |! The Group adopted the FIRB approach to calculate credit risk as at 30 June 2011, as
T?E'J%}L%Eij‘ﬁlfﬁiﬁﬁﬂii opposed to the STC approach that was used as at 31 December 2010. As a result of the
?’rﬂ[’ﬁ B E > s 2010 change in the basis used, the risk weighted amounts shown above are not directly

FO12 F] 31 [I[RE e comparable.
(I’ﬁ“J’ﬁ‘l’lﬁ) TR o ok

R gL E e

1 e W A T

(et Lot
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29. YA EE 29. Capital commitments
EC = oI SRRy The Group has the following outstanding capital commitments not provided for in this interim
R -y N e e financial information:
L
2011 & 2010 =
6 £] 30 f! 12 5] 31 f!
At 30 June At 31 December
2011 2010
Ars
HK$’000 HK$ 000
CIHSE N R IEQfsﬁiﬁF Authorised and contracted for but not provided for 354 -
SHEEE 55 Authorised but not contracted for - -
354 -
RV R RO R The above capital commitments mainly relate to commitments to purchase computer
G Fﬁ‘ TR it > A equipment and software, and to renovate the Group’s premises.
R ’Fﬁj%f[’gi A g
P o
30. FEEE FIEE 30. Operating lease commitments
(a) fesgpst * (a) As lessee
(S E ST 6 The Group has commitments to make the following future minimum lease payments
AR VYA & under non-cancellable operating leases:

CESS ﬁ%ff F1 ¥
ERAENE Jercb

2011 ¥ 2010 =
65 30 ! 12 5[ 31 [
At 30 June At 31 December
2011 2010
mEs
HK$’000 HK$'000
4 ByRAgE Land and buildings
- TN E - not later than one year 22,409 19,424
-1 EF ] F= 5 E - later than one year but not later than five
years 20,236 21,630
-5 - later than five years 714 1,023
43,359 42,077

Certain non-cancellable operating leases included in the tables above were subject to
ERM renegotiation and rent adjustment with reference to market rates prevailing at specified

]ﬁj agreed dates.
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30. EEE F‘J’]—é&f% (G&)  30. Operating lease commitments (continued)

(b) [EfFBLIFE * (b) As lessor
'ﬂﬁgﬁ\p*ﬁzﬁij Fr The Group has contracted with tenants for the following future minimum lease
F1fas I R e receivables under non-cancellable operating leases:

S e R
P LY B Sl 2

2011 7 2010 =
6 %] 30 [! 12 5[ 31 F!
At 30 June At 31 December
2011 2010
HK$’000 HK$’000
4 PR Land and buildings
- T E - not later than one year 5,542 4,376
-1 EF ] F= 5 - later than one year but not later than five
years 4,829 2,491
10,371 6,867
b BRI RS gﬁ%-}“‘ The Group leases its investment properties under operating lease arrangements, with
PENRE S G 'FL*?FP H leases typically for a period from one to three years. The terms of the leases generally
P = 3 5 o require the tenants to pay security deposits and provide for periodic rent adjustments
AR - RO according to the prevailing market conditions. None of the leases include contingent

T S M ST rentals.
?IIJ;'/;L{&?IIJF"JF%‘EZ?;’ & o

TJ FE R T\ & }‘ﬁ ﬁ'}‘* JEJ F

% .
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31. Segmental reporting

31. ST

ENCICE SHE IR U FE 4
3?7?1’55 T HIRLE S L
RE SERNIE SaNak SEnL|
S R LR
TEPIFI S Ve % P

EXYCICES TR STl
AR 2 e
2 Rl
i 5 O KA
LR SoDE T
WL S -

GRESLTS S8 £
%&E—JF‘T@& = F[ IJﬁLﬁE]E/
350 S ST RS IR
e R R RN o
o F’o'iﬁwﬂﬁﬁ -
KT EHTE L [
TEIE [FJFH’1%lFI:FﬁETEF:[¢
& EBIpeYh ~ hpErE A
AT TP
- 7 E’PEM G [
Pﬂ UEEURE= 4#/?;7;;\
S [ i

Rl R o 2

- T S
A 2 R cp? ks
ﬁmﬁ?#mﬁumfw
(7P S B g i
PR 0 PR
e ;15@@3% , %':l,;fq
%&Aﬂﬁiﬂjﬁ;u o RS
pi '/F ey & ﬁgﬁz, v i
ﬁ% » P & B ff}?ﬁr\f»i@%
s -

The Group divides its businesses into three business segments. They are Personal
Banking, Corporate Banking and Treasury. The classification of the Group’s operating
segments is based on customer segment and product type.

As the Group’s major revenue is derived from interest and the senior management relies
primarily on net interest revenue to assess the performance of the segment, the total
interest income and expense for all reportable segments will be presented on a net basis.

Both Personal Banking and Corporate Banking segments provide general banking
services. Personal Banking mainly serves individual customers while Corporate Banking
mainly deals with non individual customers. The Treasury segment is responsible for
managing the capital, liquidity, and the interest rate and foreign exchange positions of the
Group in addition to proprietary trades. “Others” refers to those items related to the Group
as a whole rather than directly attributable to the other three business segments, including

the Group’s holdings of premises, investment properties and equity investments.

Revenues, expenses, assets and liabilities of any business segment mainly include items
directly attributable to the segment. In relation to occupation of the Group’s premises,
rentals are internally charged on market rates according to the areas occupied. For
management overheads, allocations are made on reasonable bases. Inter-segment

funding is charged according to the internal funds transfer pricing mechanism of the Group.
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!

31. ;"Jt%]%}f, G&) 31. Segmental reporting (continued)

FEFHETZ 20115 6 7] 30 FI
Half-year ended 30 June 2011

flet *EUS FHES Eupas 67 e & ﬁ (35 %ﬁ
Personal Corporate
Banking Banking Treasury Others Subtotal Eliminations Consolidated
ﬁ.ﬁ?—'J F WA A Wﬂ] Fu ﬁ»?ﬁﬂéru ﬁ.ﬁ?—'J F ﬁfﬁﬂ] F ﬁ»?ﬁﬂj F
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
VHFJEUET 2 () Netinterest income/(expenses)
- 9t - external 7,560 285,655 137,712 - 430,927 - 430,927
- S5 - inter-segment 77,920 (24,069)  (53,851) - - - -
85,480 261,586 83,861 - 430,927 - 430,927
SR PR Net fees and commission
/(D income/(expenses) 92,767 51,872 (1,278) 670 144,031 - 144,031
¥ PR Net trading gain/(loss)
CEiED 32,135 3,555 (22,373) 1,714 15,031 - 15,031
PIEERI ) 2 [ =5t Net gain on financial
TEREVEFCT S8 instruments designated at fair
e value through profit or loss - - 12,101 - 12,101 - 12,101
BT ’.’ﬁ%‘;’?ﬂ/iﬂ Net gain from disposal of
S available-for-sale securities - - - 35,641 35,641 - 35,641
FHs Other operating income - 306 - 16,854 17,160 (11,210) 5,950
ﬁ?ﬁ%@%ﬁﬁﬁvﬂ/?ﬂ Net operating income before
AEFE impairment allowances 210,382 317,319 72,311 54,879 654,891 (11,210) 643,681
IRV (% Netreversal/ (charge) of
ffF!J) impairment allowances 184 (5,681) - - (5,497) - (5,497)
RN Net operating income 210,566 311,638 72,311 54,879 649,394 (11,210) 638,184
kS A Net operating expenses (101,443) (36,773) (3,142) 194,463 53,105 11,210 64,315
EEEF] Operating profit 109,123 274,865 69,169 249,342 702,499 - 702,499
oy ,@F%@I“z Net gain from fair value
RT3 adjustments on investment
properties - - - 19,111 19,111 - 19,111
I '.ﬁflf”ii@’ e Net loss from disposal of
WF@@&Q@FJ properties, plant and
equipment - - - (3) (3) - (3)
B#ﬁ’.iﬁfjiﬁvﬂj Profit before taxation 109,123 274,865 69,169 268,450 721,607 - 721,607
#2011 % 6 [ 30 [! At 30 June 2011
E Assets
53 ﬁ[@)@ Segment assets 7,387,790 20,591,945 15,333,263 996,979 44,309,977 - 44,309,977
jal ﬁp Liabilities
ﬁ}ﬁﬂ A fﬁ Segment liabilities 28,276,766 8,503,143 1,705,585 485,567 38,971,061 - 38,971,061
SEFTIVES Half-year ended
2011 # 6 5] 30 [! 30 June 2011
H PR Other information
fﬁl?fffﬁ*@i ~ g “?ﬁﬁj Additions of properties, plant
and equipment - 264 - 2,143 2,407 - 2,407
PrE Depreciation 1,698 1,313 68 4,542 7,621 - 7,621
Bt Amortisation of securities - - 1,304 - 1,304 - 1,304
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31. STEEBE ()

EEIEUE (D)
- 9
- Z

A P
/(3

1 PR
€= 1))

PSS | 2 gy
7 Y SR
S

EPREEs

RSV
s

TR S

PR 2 (s
AT

EIEPEC Hl  reAf
s

el

#2010 = 12 £] 31 |1
ﬁ}ﬁﬁf}ﬁ

FIff
SPEIH

EES e
2010 &F 6 £ 30 [!
PR

TP~ e

eE

Net interest income/(expenses)

- external
- inter-segment

Net fees and commission
income/(expenses)
Net trading gain/(loss)

Net gain on financial instruments
designated at fair value

through profit or loss
Other operating income

Net operating income before
impairment allowances

Net reversal of impairment

allowances
Net operating income

Net operating expenses

Operating profit/
Net gain from fair value

adjustments on investment

properties

Net loss from disposal of
properties, plant and
equipment

Profit before taxation

At 31 December 2010
Assets
Segment assets

Liabilities
Segment liabilities

Half-year ended
30 June 2010
Other information

Additions of properties, plant

and equipment
Depreciation

Amortisation of securities

31. Segmental reporting (continued)

4 F AR 2010 F 6 7] 30 |
Half-year ended 30 June 2010

Notes to the Interim Financial Information (continued)

flat ~ E5L (A ans €51 i TE Q sl #ﬁ
Personal Corporate

Banking Banking Treasury Others Subtotal Eliminations ~ Consolidated

WA MR RO R MR s

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

34,825 193,301 116,083 - 344,209 - 344,209

15,107 (17,440) 2,704 (371) - - -

49,932 175,861 118,787 (371) 344,209 - 344,209

80,458 45,868 (567) 88 125,847 - 125,847

21,402 169 (44,535) 198 (22,766) - (22,766)

- - 26,956 - 26,956 - 26,956

21 254 - 15,779 16,054 (11,480) 4,574

151,813 222,152 100,641 15,694 490,300 (11,480) 478,820

163 707 - - 870 - 870

151,976 222,859 100,641 15,694 491,170 (11,480) 479,690

(102,289) (32,935) (3,257) (12,674) (151,155) 11,480 (139,675)

49,687 189,924 97,384 3,020 340,015 - 340,015

- - - 8,260 8,260 - 8,260

- - - 14 14 - 14

49,687 189,924 97,384 11,294 348,289 - 348,289

7,461,455 17,780,595 14,962,027 862,547 41,066,624 - 41,066,624

28,258,160 7,362,147 487,541 228,799 36,336,647 - 36,336,647

- 3,251 - 134 3,385 - 3,385

1,822 1,151 70 4,014 7,057 - 7,057

- - 15,333 - 15,333 - 15,333
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H(l%%ﬁ;‘ﬁ?ﬂwﬁgf Notes to the Interim Financial Information (continued)
!

31. 5% t»‘;]%}fl Ga) 31. Segmental reporting (continued)
(b) FPYRIBISH]T (b) By geographical area
I g PR B The following information is presented based on the principle places of operations:
GO E
§EFFE= 20117 6 5[ 30 |! 4 FAEIE 2010 6 5/ 30 | !
Half-year ended 30 June 2011 Half-year ended 30 June 2010
R R -
i ) e
¥R 57 il
Net operating f
Income before Profit  Income before Profit
impairment before impairment before
allowance taxation allowance taxation
iiEJr“F" 7 W" T ?%Fff’éu’ T ?{Fff'.ﬁ” T
HK$’000 HK%’OOO HK$’000 HK$’000
{,ﬁ» Hong Kong 537,390 635,070 414,971 301,267
FHs! Mainland China 106,291 86,537 63,849 47,022
ﬁ-ﬁ Total 643,681 721,607 478,820 348,289
2011 & 6 £] 30 F! 2010 =+ 12 ] 31 [!
At 30 June 2011 At 31 December 2010
MYE AR E) EET ARG
Non-current Non-current
Total assets assets Total assets assets
f&ﬁﬁ’“ Fu Fu ?%(J[*.W Tu ?ﬁ»fﬁ” T
HK*’OOO HKi’OOO HK$’000 HK$’000
7{,% Hong Kong 38,903,090 996,940 35,340,830 860,777
Pl Mainland China 5,406,887 11,722 5,725,794 12,481
ﬁ;% Total 44,309,977 1,008,662 41,066,624 873,258
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Notes to the Interim Financial Information (continued)

32. Significant related party transactions

The Group is subject to the control of the State Council of the PRC Government through
China Investment Corporation (“CIC”), its wholly-owned subsidiary Central Huijin
Investment Ltd. (“Central Huijin”), and BOC in which Central Huijin has controlling equity
interests.

(a) Transactions with the parent companies and the other companies
controlled by the parent companies

(i) General information of the parent companies
Central Huijin is the controlling entity of BOC, and it is a wholly-owned subsidiary

of CIC which is a wholly state-owned company engaging in foreign currency
investment and management.

Central Huijin has controlling equity interests in certain other entities in the PRC.

The Group enters into banking transactions with these companies in the normal
course of business. These include loans, investment securities and money market
transactions.

The Group’s immediate holding company is BOCHK, which is in turn controlled by
BOC.
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Fl(liﬁ"]%ﬁm[lﬁﬁ_ Notes to the Interim Financial Information (continued)

E N "E %ﬁ;ﬁj 4% 32. Significant related party transactions (continued)
b (G

'vmll-l

(a) | THRY T (a) Transactions with the parent companies and the other companies

ﬁ_ﬁ. |/ Hpn — )5 controlled by the parent companies (continued)

?IWH(@)

(ii) ":Ef:‘i"ft]‘féﬁﬁBiﬁl {9 (ii) Transactions with government authorities, agencies, affiliates and other state
Wﬂﬁﬁjﬂ?f%ﬁﬁi% controlled entities
17
FliE A S I The Group is subject to the control of the State Council of the PRC Government
5"575%%;&1%&]}“#“@ through CIC and Central Huijin, which also directly and indirectly controls a
£ S & BV gL significant number of entities through its government authorities, agencies,
ﬁiu DNOIRIE Sl affiliates and other state controlled entities. The Group enters into banking
f[l{a;l[@‘alﬁ‘ﬁfﬂ;%wiﬁﬁg} transactions with government authorities, agencies and affiliates and other state
P ESIE ~ RS controlled entities in the normal course of business and commercial terms.
IR 0
ot }%jﬂtﬁfuii‘l H
PO o 4 G
R T
Rl BRI

f B
N
GRSl NES 7 E $572

RS2
fﬁﬁfi b ?ﬁ 1N These transactions may include, but are not limited to, the following:
15| Fﬁ i
- ['ﬁ v~ L e - lending, provision of credits and guarantees, and deposit taking;
b}%ﬁdﬁlggﬁ
B [ﬁjéﬁi NA=274 - inter-bank balance taking and placing;
ot
B B*::IF - sales, purchase, underwriting and redemption of bonds issued by other
2 g [pt i E P’J state-controlled entities;
B (-
T
- A I e s R - rendering of foreign exchange, remittance and investment related services;
T‘E’%Jwgﬂﬁﬁf ;
- A ['ﬁ B €5 - provision of fiduciary activities; and
W
- Dﬁl’ﬁ T 1! 351 - purchase of utilities, transport, telecommunication and postage services.

bﬁ]’gqufjjjj o

|:;
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Notes to the Interim Financial Information (continued)

R e PR I
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32. 2 RIVE %ﬁ;ﬁl *4 % 32. Significant related party transactions (continued)
b G

(b) T3 P E B~ %
EX TR
8 BgE

(b) Summary of transactions entered into during the ordinary course of
business with other related parties

e SR 3 PR
- N éjl?ﬁlg-' =
R N T

The aggregate income and expenses arising from related party transactions with other
related parties of the Group are summarised as follows:

dzyv,}rgj.fglf/p L

I A :
FIELS 4

SR F R

(]

Y P ACEE
VR

s = S e
2011 iﬁe Eﬁﬁ% 2010 Ejs E] é%rfl
Half-year ended Half-year ended
30 June 2011 30 June 2010
i Fu P R
HK$°000 HK$'000
Income statement items:
Interest expense (8,603) (2,128)
Administrative services fees paid/ payable
(3,669) (4,458)

2011 & 6 £] 30 |!
At 30 June 2011

2010 = 6 *| 30 }!
At 30 June 2010

%ﬁr Fu HET
HK$’000 HK$’000

Balance sheet items:
Deposits from customers (2,531,618) (987,884)
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Fl(liﬁ"]%ﬁm[lﬁﬁ_ Notes to the Interim Financial Information (continued)

EI VE) %ﬁ;ﬁ’_ Y4 % 32. Significant related party transactions (continued)

(c) = EIF{J’E *E (c) Key management personnel

= F?,IF,'J et & EUQTFF‘A Key management are those persons having authority and responsibility for planning,
R G 200 directing and controlling the activities of the Group, directly or indirectly, including
@’JJH?‘J = FFE ﬁ directors and senior management. The Group accepts deposits from and grants loans
ELHE “Fﬂ“ [0 355 V and credit facilities to key management personnel in the ordinary course of business.
M ENTF’,E qtbﬁ et During both the current and prior periods, no material transaction was conducted with
(ER S Sl i key management personnel of the Bank, its holding companies and parties related to
HE TSI 80 2 them.

e R RO R
?E HEH W [’ﬁ gl
Yo P A T R
pl V*E““'%;ﬁi.w
W E R il V2R
et F g5

A H:I“F_AIJ\j\ Bh o

- %Iﬁ (AR s The key management compensation for the six months ended 30 June 2011 and 2010
Af T E 2011 F R is detailed as follows:
2010 6 £] 30 |1 IV #r
F’J\”[/Dm :
FERERE EE R ES
2011 & 2010 =
6 £[ 30 f! 6 %] 30 f!
Half-year ended Half-year ended
30 June 30 June
201 2010
HK$’000 HK$’000
P B PRI Salaries and other short-term employee benefits
WwF 4,809 3,650
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FI(' ggﬁwwﬁ_ Notes to the Interim Financial Information (continued)

33. E,'.Tfﬁ‘iﬂiﬁ 33. Currency concentrations
AN IETR B~ ZE The following is a summary of the major foreign currency exposures arising from trading,
FUET bh M iAE 1 (A non-trading and structural positions and is prepared with reference to the Completion
& V2 R e e instructions for the prudential return “Foreign Currency Position of an Authorized
TEREE AR TR institution” issued by the HKMA.

i
BT [FRIRR -

2011 & 6 £| 30 !
At 30 June 2011
ﬁ%"i%’“@
Equivalent in thousand of HK$
X g pEAR W F IR * f*'ﬁ‘ H F"E‘Iﬁ‘ AT

New
us Pound Canadian Australian Zealand
Dollars  Sterling  Dollars Dollars  Dollars Renminbi Others Total

HE .a@ Spot assets 15,801,498 288,150 52,781 1,047,125 464,922 6,101,144 497,168 24,252,788
FETEIH Spot liabilities (7,634,290)  (283,328)  (196,598) (1,085,045) (472,420) (6,061,291)  (446,378) (16,179,350)
S Forward purchases 3,657,348 5884 145208 49,030 14,878 3,244,706 610,285 7,727,339
e Forward sales (11,480,629) (9,871) 0 (8,770) (5,484) (3,225,906)  (660,564) (15,391,224)
R Net long position 343,927 835 1,391 2,340 1,896 58,653 511 409,553
kY .ﬁf] ﬁﬂ%ii’l;@ Net structural position 535,331 - 535,331

2010 &F 12 5| 31 |!

At 31 December 2010

R 5T
Equivalent in thousand of HK$

SR RS Ed74 W PR *?Jf’ﬁ‘ ‘Fff‘?%‘Tff’.T A

New

us Swiss Pound Australian Zealand
Dollars Francs  Sterling Dollars  Dollars Renminbi Others Total
FLETEY % Spot assets 16,582,777 179,090 17,319 1,102,524 28,147 5,019,995 1,011,690 23,941,542
FET I@ Spot liabilities (7,321,683)  (413,790)  (178,356) (1,180,473) (80,265) (4,949,713)  (991,055) (15,115,335)
Y Forward purchases 3,574,210 288,938 161,105 88,131 550,905 2,109,303 122,467 6,895,059
Swe Forward sales (12,572,289)  (55,214) (2,336) (5.936)  (500,466) (2,102,521) (142,721) (15,381,483)

=/ () sk Net long/(short)
position 263,015 (976) (2,268) 4,246 (1,679) 77,064 381 339,783

’Fﬁ A EE Net structural position 440,528 - 440528

_m
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Fl('%]?)lﬁﬁﬁf*."'—‘[ﬁﬁﬁéf Notes to the Interim Financial Information (continued)
pr

34. E’—‘%@‘ﬂfﬁ@ 34. Cross-border claims

psye [’fgj AR B S5 9 The information on cross-border claims discloses exposures to foreign counterparties on
E7E SN =T N ] which the ultimate risk lies, and is derived according to the location of the counterparties after
k55 "ﬁJ , f3%ﬁl}$'ﬁﬁf7@ ph¥F= taking into account any transfer of risk. In general, such transfer of risk takes place if the
T B ER O R ba claims are guaranteed by a party in a country, which is different from that of the counterparty,
oo~ Jﬂ&ﬁljf;, , inlileiﬁi’a‘ij/ or if the claims are on an overseas branch of a bank whose head office is located in another
PR AR fﬁ 2 country. Only regions constituting 10% or more of the aggregate cross-border claims are
TRl ﬁ‘)]’?ﬁ%’fﬂ IR A analysed by geographical areas and disclosed as follows:

9 53 7 (g H AR L
L B PR
i ooy P e
it 10% 1] - B

[E AR F
#us el ] Hy Rt
Public sector
Banks entities Others Total
: e ke
HK$°000 HK$’000 HK$’000 HK$’000
#2011 % 6 E] 30 f! At 30 June 2011
s E,J}‘ﬁﬁ H Asia, other than
Hong Kong
- Pl B - Mainland China 9,945,000 989,000 4,278,000 15,212,000
- HM - Others 2,160,000 - 726,000 2,886,000
Sk Total 12,105,000 989,000 5,004,000 18,098,000
i il ?ilﬁ%ﬁ Y AR
Public sector
Banks entities Others Total
T WOETR TR MR
HK$'000 HK$’000 HK$’000 HK$'000
2010 F 12 5| 31 |! At 31 December 2010
R ﬁﬂ?ﬁﬁ?ﬁ» Asia, other than
Hong Kong
- Pl 2 - Mainland China 8,301,000 497,000 4,197,000 12,995,000
- Ey - Others 2,826,000 - 668,000 3,494,000
FE Total 11,127,000 497,000 4,865,000 16,489,000
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35.

I TP B R
M I

EjSANEE QUEINTE Rt
FRLS b e T %}‘?«
bﬁéiﬁ.»ﬂ#’?’(ﬁf% HER

EAET %J%‘W o]
Pl [l ppEY L

ﬁ 1S I'IJjJ‘

3P

FI B (9485
lx@s«'ﬁ'y SRR B
’f’i[ ‘J’FEE.\

L B

35. Non-bank Mainland China exposures

Notes to the Interim Financial Information (continued)

Non-bank counterparties are identified in accordance with the definitions set out in the
prudential return “Quarterly Analysis of Loans and Advances and Provisions” issued by the

HKMA. Exposures
summarised as follows:

Mainland China entities

Companies and individuals
outside Mainland China where
the credit is granted for use in
Mainland China

Other non-bank Mainland China
exposures

Mainland China entities

Companies and individuals
outside Mainland China where
the credit is granted for use in
Mainland China

Other non-bank Mainland China
exposures

99

in Mainland China arising from non-bank counterparties are

2011 &F 6 %] 30 [!
At 30 June 2011
WY fiffi G
Exbix B Gl
RREE weAE  WRREE Ve
Individually
On-balance Off-balance assessed
sheet sheet Total impairment
exposure exposure exposure allowances
T R T R W R W R
H}Li’ooo H&*’OOO HIL%’OOO HIL%’OOO
5,206,909 687,152 5,894,061 -
2,368,669 637,581 3,006,250 2,177
1,368,828 122,886 1,491,714 -
8,944,406 1,447,619 10,392,025 2,177
2010 # 12 ¥| 31 [!
At 31 December 2010

ok I ek i
Ex I ESVI TR Mt =" £y
MIGESE IR RRIREE DR
Individually
On-balance Off-balance assessed
sheet sheet Total impairment
exposure exposure exposure allowances
?i?ff.%" 7 ?fpﬁ“ﬁr T ?ﬁiﬁﬂ T ?ﬁiﬁﬂ T
HK$’'000 HK$'000 HK$'000 HK$'000
4,839,352 672,394 5,511,746 -
2,252,552 1,305,906 3,558,458 2,112
1,117,314 109,901 1,227,215 -
8,209,218 2,088,201 10,297,419 2,112
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37.

38.

7 T
=

#2011 = A UG
SEEW Y FI R R A
F‘?’Erfrfﬂ] fffunwj 4
ﬂ?ﬁﬁ-‘f‘{:ﬁg'l;‘f 34 5 Tl
%Eﬁ%fl g Vi

T Y TR
AW E R -

B ERE

SRR
%“ SRR AR
BEE1 o #2010 £F 12 £
31 FlEepRE T BhE |
PTIRERIEN £ §T
L] IEVE S 2011 3 F)
16 1AL S UE R LY
FR T -

Notes to the Interim Financial Information (continued)

36.

37.

38.

Compliance with HKAS 34

The unaudited interim financial information for the first half of 2011 complies with HKAS 34
“Interim Financial Reporting” issued by the HKICPA.

Comparative amounts

Certain comparative amounts have been reclassified to conform with the current period’s
presentation.

Statutory accounts

The information in this interim report is unaudited and does not constitute statutory
accounts. The statutory accounts for the year ended 31 December 2010 have been
delivered to the Registrar of Companies and the HKMA. The auditors expressed an
unqualified opinion on those statutory accounts in their report dated 16 March 2011.
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Chiyu Banking @eorporation Ltd.

Independent Review Report

REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
TO THE BOARD OF DIRECTORS OF

CHIYU BANKING CORPORATION LIMITED

(incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial information set out on pages
13 to 100, which comprises the condensed consolidated balance
sheet of Chiyu Banking Corporation Limited (the “Bank”) and its
subsidiaries (together, the “Group”) as at 30 June 2011 and the related
condensed consolidated statements of income, comprehensive
income, changes in equity and cash flow for the six-month period then
ended, and a summary of significant accounting policies and other
explanatory notes. The directors of the Bank are responsible for the
preparation and presentation of this interim financial information in
accordance with Hong Kong Accounting Standard 34 “Interim
Financial Reporting”. Our responsibility is to express a conclusion on
this interim financial information based on our review and to report our
conclusion solely to you, as a body, in accordance with our agreed
terms of engagement and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

Scope of Review

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

Conclusion
Based on our review, nothing has come to our attention that causes us
to believe that the interim financial information is not prepared, in all

material respects, in accordance with Hong Kong Accounting Standard
34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 10 August 2011
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H FERR Additional Information
. RS VIR il 1. Subsidiaries of the Bank
¥
= RIbf R ﬁjﬁ«“’j”f/[l’ N The particulars of our subsidiaries are as follows:
[ ?%Mi*’j%ﬁ o L Fy e s = R
Place of  Particulars of issued Interest
Name incorporation share capital held Principal activities
SA RS (PR ) T i 1,000 "= B 100% REE TR Bz
100 o
Chiyu Banking Corporation Hong Kong 1,000 shares 100% Nominee service and
(Nominees) Limited of HK$100 each investment holding
PRI I Rl fi 2,800 350% gagl_g[ 100% P B IR
s Tu
Seng Sun Development Hong Kong 2,800 shares 100% Investment holding and
Company Limited of HK$1,000 each leasing of properties to group
companies
Pacific Trend Profits Eirie e T I o K 100% Eiba Sl
Corporation
The British 1 share 100% Investment holding
Virgin Islands of US$1 each
TBE L il : 2 el 1 A *100% Eitaa szl
Grace Charter Limited Hong I{ong 2 shares *100% Investment holding
of HK$1 each
LS IR E * Shares held indirectly by the Bank
2011 & A EL TR WIRE LT p T Glory Cardinal Limited has been dissolved on 7 January 2011.
fie:
HA 2011 5 3 [ 18 |1 » 4 & [l rr:"ﬁ JB\L The Group disposed of its entire interests in Glister Company Limited to
ARV E ﬁ”‘@ TS H . independent third parties on 18 March 2011.
ifﬁ”% : Remarks:
FIP Pl il 2 H’Eﬁ?ﬁiﬁﬁ All the subsidiaries listed in the above table are not included in the combined
YA T L r»;r;yj\ﬂj [ﬁ_‘;ng@‘A E NGt basis for regulatory purposes in respect of capital adequacy. The Bank’s
o VB Y 9 5 N & AT A Hong Kong Offices and overseas branches specified by the HKMA form the
- ot F“' o combined basis for its regulatory purposes in accordance with the Banking
LR RV YD A2 05 A IERLRE T . ! -cord Bankin
AR . ] ! e (Capital) Rules. For accounting purposes, subsidiaries are consolidated in
Jf it JF e |A|T§7h , IR I g FHEpllRE accordance with the accounting standards issued by the HKICPA pursuant to
T[ F f{ﬁf’é IU’JE"{Y%FQ*HF FAHZ" section 18A of the Professional Accountant Ordinance.
w; it 18w

g&f[ (FLUS¥ (#F) 2. Compliance with the Banking (Disclosure) Rules
1

A F ARG H‘T The unaudited interim report complies with the requirements set out in the Banking
ELSHERD) ™ « (f{.j% (Disclosure) Rules under the Banking Ordinance.

(PLEE) HH) Vet -
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5 AR

Branch Network

Y 8

Pag-

BRANCH (Br.) ADDRESS

FRA

HONG KONG ISLAND

FITGh 55 =
Central Br.

J=F )5y

North Point Br.

SN
Wanchai Br.

U

Sheung Wan Br.

Hh G55 =

Western Br.

BIEapp =
Quarry Bay Br.

R

Aberdeen Br.

AR 78 b
78, Des Voeux Road Central, Hong Kong

TSR 390-394 B
390-394, King's Road, North Point, Hong Kong

MM I 325
325, Hennessy Road, Wanchai, Hong Kong

FVREE S 315 % 319 SR 3 B

Shop 3, G/F, Lee Fung Building, 315-349 Queen’s Road Central, Hong Kong

Fﬁiﬁél ’F’H\fﬁﬁl 443 5
443, Queen's Road West, Hong Kong

ﬁ?ﬁﬁﬂﬁdﬁ]ﬁéliﬁ 967-967A 5
967-967A, King's Road, Quarry Bay, Hong Kong

ﬁ?ﬁﬁ?ﬁﬁiiﬁ 138-140 Py
G/F, 138-140, Aberdeen Main Road, Aberdeen, Hong Kong
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TELEPHONE

2843 0187

2570 6381

2572 2823

2544 1678

2548 2298

2811 3131

2553 0603
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535 €78

BRANCH (Br.)

Pag-
ADDRESS

_’ L
KOWLOON

PR P
Hung Hom Br.

@'fﬁ Pl

Kwun Tong Br.

VeIt )
Sham Shui Po Br.

%g?ﬁ']ﬁhjﬁ =
San Po Kong Br.

iEI’ﬁTP’b’} =
Yau Ma Tei Br.

TR =
Castle Peak Road
Br.

T

Kowloon Bay Br.

RS L

Tokwawan Br.

eI

Tsz Wan Shan Br.

oS RS 2 23-25 B

23-25, Gillies Avenue, Hung Hom, Kowloon

il h%@iﬁé'tgﬁfr’@“ #42-44 5
42-44, Mut Wah Street, Kwun Tong, Kowloon

RS A F 3 235-237 B
235-237, Laichikok Road, Kowloon

o B U 76163 B
61-63, Hong Keung Street, San Po Kong, Kowloon

il “ﬁ@iﬂlﬁ'ﬁ"ﬂj‘i@ #117-119 5%
117-119, Shanghai Street, Yaumatei, Kowloon

qj u%}iﬁ [ i 226-228 5
G/F, 226-228 Castle Peak Road, Kowloon

TR R 10 9
G/F, Shop 10, Kai Lok House, Kai Yip Estate, Kowloon Bay, Kowloon

Juedet R 78 BT 1113 BR
G/F, Shop 11-13, 78 Tokwawan Road, Kowloon

JuiERe S| 23 WA (10 7 46 T03A B

Shop 703A, 7/F., Tsz Wan Shan Shopping Centre, 23 Yuk Wah ST.,
Tsz Wan Shan, Kowloon
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TELEPHONE

2362 0051

2343 4174

2789 8668

2328 5691

2332 2533

2720 5187

2796 8968

27656118

2322 3313
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735 £
BRANCH (Br.)

il
NEW TERRITORIES

R P
Tuen Mun Yau Oi
Estate Br.

B3 eI
Kwai Hing Estate Br.

AT
Tai Po Tai Wo Estate
Br.

B TSl 55 =
Belvedere Garden Br.

2 e

Tsuen Wan Br.

VP R 53
Shatin Sui Wo Court
Br.

Rt

11153

Ma On Shan Br.

53

Sheung Tak Estate Br.

FlB[ [

By e
i Fi FF'
ADDRESS TELEPHONE
PR TR ™ 103-104 B

Shop 103-104, G/F Restaurant Block Yau Oi Estate Tuen Mun, N. T. 2452 3666
FridZp e o U 2™ 1 5

Shop 1, G/F, Hing Yat House, Kwai Hing Estate, Kwai Chung, N.T. 2487 3332
%F#*iﬁ“j#ﬂmw‘ﬁl@%* 112-114 5

Shop 112-114, G/F., On Wo House, Tai Wo Estate, Tai Po, N. T. 2656 3386

i 2 TS LRI 5 B

Shop 5A, G/F., Belvedere Square, Tsuen Wan, N.T 2411 6789

SR 12 398 BRI EIOSTER T A6 17 1D i)

Shop 1 and 1D, Level 2, Discovery Park Commercial Centre, 2413 8111
Tsuen Wan, N.T.

FERILE IR Sy T A

Shop F7, Commercial Centre, Sui Wo Court, Shatin, N.T. 2601 5888

TG P AT F ek [ 8 313 )
Shop 313, Level 3, Ma On Shan Plaza Bayshore Tower, Ma On Shan, N.T. 2640 0733

%F#}{ﬁ’ IR by BT il R B 238 BRE
Shop 238, Sheung Tak Shopping Centre, Sheung Tak Est.,
Tseung Kwan O, N.T.

2178 2278

THE MAINLAND OF CHINA

iR

Xiamen Br.

FIIEES Y
Xiamen Jimei Sub-Br.

81157
Fuzhou Br.

P m'ﬁg% 7% 861 S M) 111-113 {5
Unit 111-113, 1/F, 861 Xiahe Road, Xiamen, Fujian Province, China (86-592) 585

7690

VBRI 6 0 5 YF1s 88 B
No0.88 Jiyuan Road Jimei Xiamen, China (86-592) 619

3300

R

FHBSIRE ] = 210 SRR A
1/F Internatlonal Bldg., 210 Wusi Road, Fuzhou, Fujian Province, China  (86-591) 8781

0078
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