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To build niches and successful franchises by delivering our
i integrated capabilities, so as to establish CITIC KA WAH as a
leading financial services brand in Greater China.

. ERRARMSIEANE

=
Core Values 1E/L,\

Progressiveness #EEY
Innovation &It

Customer Focus AEAE
Professionalism =2
Integrity Ffs

Teamwork BB &1k
Entrepreneurship 3555
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IS5 ERITEMR AR CITIC Ka Wah Bank Limited
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—ATKEE  RIHBERTEENAT » UHE—EESNHEE -
FRMEE—HEWESBRFITRKRIT - RFIFHNER — KA
BEPHBLEBENELSRRGRESE - TOHERBFIERRARLA
G o

BRAESENSITHE B =1  RBEEEAN R EEKEER
BT » BRI RN SRR ERE - BBiRE REREBEE D FI4
F 31 [Baa2l K [BBBJ HIZEFFA -

CITIC Ka Wah Bank Limited (the “Bank"”) is a wholly owned subsidiary of
CITIC International Financial Holdings Limited (“CIFH"), which is 56%

owned by China International Trust and Investment Corporation (“CITIC").

The Bank acquired The Hongkong Chinese Bank, Limited in January 2002.
The integration, completed in November 2002, brought our people together
into a new organization and presented a valuable opportunity to create a
bank that is exceptional and refreshingly different. Our promises and
commitment for the future are embedded in our new vision to be a leading

financial services provider that brings exceptional value to our customers.

We operate 34 branches in Hong Kong, two branches in the US in New
York and Los Angeles, and maintain two representative offices in the PRC
in Beijing and Shanghai. We are rated “Baa2" by Moody's Investors Service
and “BBB” by FITCH.

CITIC
Ka Wah
Bank
Limited
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RERT
51 $ TREMBEA
ERET_FRA=THIEANEARKESR its subsidiaries (the “Group”) for the six months ended 30 June 2003 and
ZWERE FERANEB R Z B BB BUR T & the Group’s state of affairs as at that date together with the comparative
Lk

TERRAR (A7) EEEMR The Board of Directors of CITIC Ka Wah Bank Limited (the “Bank”) is
A ([ AEE]) pleased to announce the unaudited consolidated results of the Bank and

figures as follows:

Consolidated Income Statement

RACENZ Unaudited
AEE
The Group
Six months ended 30 June
—EE=F | —_ZTT=F
RBER R EIZ ik
E 1R
2003 2002
Unaudited Unaudited  Variance
Restated
M =E BET T BT T
Note HK$'000 HK$'000 %
FE WA Interest income 2@ | 1,410,120 422,461 234
MEXH Interest expense (629,638)| (163,118) 286
A B A Net interest income 780,482 259,343 201
E2RARMA WA Fees and commission income 171,661 31,027 453
ERARMAEEI WM Fees and commission expense (19,821) (7,170) 176
H b lg A Other operating income 2(b) 54,306 20,774 161
FEF B U A Non-interest income 206,146 44,631 362
KA Operating income 986,628 303,974 225
LET Operating expenses 2(c) (427,669) (126,456) 238
RETZE 1 A4S & g A Operating profit before provisions 558,959 177,518 215
RERER Charge for bad and doubtful debts (223,108)|  (109,477) 104
£ 5 F Operating profit 2 335,851 68,041 394
HEAFEEEEF Net profit/(loss) on disposal of
wm A (B 1E) tangible fixed assets 68 (4,857)
HEBE R FEE Net loss on disposal of associates - (239)
?—rﬁii‘J HEFLIRE Provision write back on held-to-maturity
* ZE {# [o] 85 securities and investment securities 3,387 -
IETE AN Share of profits of an associate 40,368 =
1IF & % 8 5 A0 A Profit from ordinary activities before taxation 379,674 62,945 503
5t I8 Taxation 3 (62,435) (314) 19,784
[i% B8 & 1 ' ) Profit attributable to shareholders 317,239 62,631 407
NEIE K Interim dividends declared
HE AR B during the period 150,551 =
FREFE=T—ENNEBARFHTBHRE —HH - The notes on pages 5 to 31 form part of this interim financial report.
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REEERMER

Consolidated Balance Sheet

RAEEZ Unaudited
AEE
The Group
—zE=f| —TT_4
NA=+RB| +=—A=+—H
REEZ KA
E 2R
As at As at
30 June 2003 |31 December 2002
Unaudited Audited
Restated
B =E BT T BT T
Note HK$'000 HK$'000
BE Assets
RekBHES Cash and short-term funds 48&10 5,172,685 5,380,135
— (@ RZBHNIETR Placements with banks and other
Hih & mikiE T financial institutions
maturing after one month 10 919,916 221,006
B 5 ER R ER Trade bills less provisions 477,230 374,942
7 & Certificates of deposit 5&10 992,159 1,030,944
HihBHIEE Other investments in securities 6&10 3,970,820 2,583,605
PR K HEA Advances to customers and
B T8 B ZE other accounts less provisions 7(a) & 10 41,267,040 42,847,862
REZIBHELFR Held-to-maturity securities and
REBS investment securities 8& 10 22,063,720 18,575,250
FEEFRIEE E Deferred tax assets 15(a) 25,830 40,312
R NETE S = Investments in associates 153,050 120,110
EFREEEE Tangible fixed assets 1,702,589 1,745,920
HWEE Total assets 76,745,039 72,920,086
aE Liabilities
MITREMSRMEETR Deposits and balances of banks and
KT other financial institutions 10 2,748,019 2,039,519
BEEHER Deposits from customers 9&10 58,564,561 54,910,978
BEITHERE Certificates of deposit issued 10 5,069,630 5,832,512
ELEFIBEE Deferred tax liabilities 15(a) 18 20
H A ERIA K Other accounts and provisions 1,269,937 1,210,871
BweE Total liabilities 67,652,165 63,993,900
E2RIR Capital resources
% 25 Share capital 2,393,341 2,393,341
it Reserves 11 2,409,361 2,242,673
REE® Shareholders’ funds 4,802,702 4,636,014
B E AR Loan capital 4,290,172 4,290,172
B RREHAEE Total capital resources 9,092,874 8,926,186
EERESRREE Total liabilities and capital resources 76,745,039 72,920,086

FAEE=tANMNEBAT R B RE 2010

The notes on pages 5 to 31 form part of this interim financial report.
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MEERBB®RE Consolidated Statement of Changes in Equity
RAEEZ Unaudited
AEE
The Group
—EE=F — T
ANAE=+H NA=1+H
REER RIEEZ
k]
As at As at
30 June 2003 30 June 2002
Unaudited Unaudited
Restated
BET T ST T
HK$'000 HK$'000
R—H—BHRE = Shareholders’ equity at 1 January
— 10 A B — As previously reported 4,595,722 3,238,342
— R ERELETHIE — Prior year adjustment in respect of
EH H A deferred taxation 40,292 92,089
—ER — As restated 4,636,014 3,330,431
% 5 P& 46 i T Profit attributable to shareholders
— 10 B B 3R — As previously reported 317,239 61,637
— R ERELEHIE — Prior year adjustment in respect of
1B B 2 deferred taxation - 994
—&#H — As restated 317,239 62,631
EFERMAERZARE Dividends approved and paid in respect
of the previous year - (550,000)
RNEBEZAERE Dividends approved during the period (150,551) —
RANA=THRREEZR Shareholders’ equity at 30 June 4,802,702 2,843,062
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EBHGAERERER Condensed Consolidated Cash Flow Statement
RACEZ Unaudited
AEE
The Group

BZEANA=tHILAEA
Six months ended 30 June

i —ETTF
REER RIS E %
2003 2002
Unaudited Unaudited
BET T ok
HK$'000 HK$'000
KA (BR)EEEBEE Net cash from/(used in)
K38 & F 58 operating activities 732,391 (2,585,725)
(BR) /KR EBEER Net cash (used in)/from
KR & F R investing activities (7,544) 48,102
AR E EBrIR e F5E Net cash used in financing activities (447,161) (550,000)
BehIReEMBEIEE Net increase/(decrease) in cash and
SR, CRL ) cash equivalents 277,686 (3,087,623)
R—HA—BxEER Cash and cash equivalents
ReEHEIEE at 1 January 5,432,384 5,237,674
RAA=TH®HEREEZ R Cash and cash equivalents
ReFEER at 30 June 5,710,070 2,150,051
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A B A R R R

REEE

Notes to the Interim Financial Report
Unaudited

(1) MRER

(1) Basis of preparation

AT BRERBRBEFTEGFA
SCEFTEBERD)FE255 — [
BHREImRE T xe2NeTELR
EER([£ER]) MELZ (R E
fift 38 A # AR 4 FE R B S B D 45 51 R
LMK -

AP BREDARKCERECHES
RGBS REEE GG E
o i) R BE R 5 7005% — [vh HA B 75
HERNBHETERN - MEFHEF
A=A EEENB L EM®E TR
FEN+EEN+NE -

AP BHREATHEBEE_TT_F
TZA=t—BULEMBEENTBER
IT%@ZKEIB\MWJE&@*Z/%E@E

T EEHAIREZERE  BHE
—EEHEF A=t HUEFEZA
ERE (ZBMER_ZT=F=A
ToHBRLORBRERTEREZE
R AIRAITH MM EERER

BROATPTER BB tn - A iR 5 s =
BRAKE _TZT _FEATVBRS
PR 5t BER M A S

BOEFE  BEEHBEELBEIER
BRARART H 2 @5t B EER
Eﬁﬁ%ﬁﬁ%fﬂ@ﬁfxwé LA & /i
R BEMBEERSEAERS

AERMNBER TS S8R - ZIKE@IJT&“
EASHMAGHMBELIR_TT=F
—A—BERNCZAEBEANFE 12
5 (BE]) - M TRAREER B
SEPBUR

The interim financial report complies fully with the recommendations
in the Guideline on “Interim Financial Disclosure by Locally
Incorporated Authorised Institutions” issued by the Hong Kong
Monetary Authority (“HKMA") and Statement of Standard Accounting
Practice (“SSAP”) 25 “Interim Financial Reporting” issued by the
Hong Kong Society of Accountants (“HKSA").

This interim financial report is unaudited, but has been reviewed by
KPMG in accordance with Statement of Auditing Standards 700
“Engagements to Review Interim Financial Reports”, issued by the
HKSA. KPMG's Independent Review Report to the Board of

Directors is included on pages 47 to 48.

The financial information relating to the financial year ended 31
December 2002 included in the interim financial report does not
constitute the Group's statutory financial statements for that
financial year but is derived from those financial statements.
Statutory financial statements for the year ended 31 December
2002 are available from the Bank's registered office. The external
auditors expressed an unqualified opinion on those financial
statements in their report dated 12 March 2003.

The interim financial report is prepared on a basis consistent with
the accounting policies adopted by the Group in the 2002 statutory

financial statements except as mentioned below:

In prior years, deferred tax liabilities were provided using the liability
method in respect of the taxation effect arising from all material
timing differences between the accounting and tax treatment of
income and expenditure, which were expected with reasonable
probability to crystallise in the foreseeable future. Deferred tax
assets were not recognised unless their realisation was assured
beyond reasonable doubt. With effect from 1 January 2003, in
order to comply with SSAP12 (revised) issued by the HKSA, the

Group adopted a new policy for deferred tax.
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FEEE (B)

Notes to the Interim Financial Report
Unaudited (cont’d)

(1) "ERE®R (&) (1) Basis of preparation (cont’d)

RNz g TR - NEBERERE
AR D7 #614,480,0007T (ZFBZ —4F X
RA=-1THI1E/EA : 38504 % 994,000
L) MRZZEE=FA=THAE
E & E X B &S 5I3E 104 # 25,830,000
TR 18,000 (R=ZEE—_F+=
A=+—8 : &A% 40,312,0007T &
75 #20,0007T) © ¥7& 5t IR B B A =
BEHEWN  RBEMNREE2HY
R H B H T 2R R AT H R A
BIEHE  HBUNGEEZZEHR
KPHEE -

E%@%ﬁ%ZT'%W%%ﬁE@%
EHIRRERIE - BERBEER ARG
ERARRERGAENEERBBEAR
EEZEHNEREZEEMEL < BLEHR
REEDBERAERNHER R LD
R o BT AEEGR RRH N
VHEREERAGIN MBREHRE
BENMARRAEABRBGEHN T AEH
MIEEREESD THER

ELERARNEREERAENTEHRE
BoHREEACEMIER L EM
R RMiER - RERBEEERAET
EREHM -

REFEER  NMIKEFEHEENE

EHRIBEE U T BERANERD G
MA B IR AR Mz fO BB T LAFIR ©

IR HPEE R IR E ER R AR R
MNERFRNE  BTED -

As a result of the adoption of this accounting policy, the profit for
the period has decreased by HK$14,480,000 (six months ended 30
June 2002: increased by HK$994,000) and the assets and liabilities
as of 30 June 2003 have increased by HK$25,830,000 and
HK$18,000 respectively (31 December 2002: HK$40,312,000 and
HK$20,000). The new accounting policy has been adopted
retrospectively, with the opening balances of retained profits and
reserves and comparative information adjusted for the amounts
relating to prior periods as disclosed in the consolidated statement

of changes in equity.

Under the new accounting policy, income tax for the period
comprises current and deferred tax. Deferred tax assets and
liabilities arise from deductible and taxable temporary differences
between the carrying amounts of assets and liabilities for financial
reporting purposes and the tax bases. Deferred tax assets also arise
from unused tax losses and unused tax credits. All deferred tax
liabilities and all deferred tax assets to the extent that it is probable
that future taxable profits will be available against which the asset
can be utilised, are recognised, except on the initial recognition of
assets or liabilities that affect neither accounting nor taxable profit.

The amount of deferred tax provided is based on the expected
manner of realisation or settlement of the carrying amount of
the assets and liabilities, using tax rates enacted or substantively
enacted at the balance sheet date. Deferred tax assets and

liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each
balance sheet date and is reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow the
related tax benefit to be utilised. Any such reduction is reversed to
the extent that it becomes probable that sufficient taxable profit will

be available.



ZET=FFH RS 2003 Interim Report

11

A B A R R R

AEEE (B)

(1) RHER (&)
meElER  REEREHREREMH
ez bR F AR EEARTERA
ARZZET_F+—AZTHAHFF
SRS RMIERBRAT (IR ERE
IBITHRAR) AHATZEE - ALz
EHF T AELR -

(2) & =A
AHELRMNEAETISE

Notes to the Interim Financial Report
Unaudited (cont’d)

(1

(2)

Basis of preparation (cont’d)

The comparative figures for the consolidated income statement,
consolidated statement of changes in equity and the related notes,
represent The Hongkong Chinese Bank, Limited’s results prior to its
merger with CITIC International Financial Holdings Limited (formerly
known as CITIC Ka Wah Bank Limited) on 25 November 2002 and

thus are not comparable.

Operating profit
The operating profit for the period is stated after taking account of

the following:

(a) FEUWA (a) Interest income
AEE
The Group

BEZAA=1THILAEA

Six months ended 30 June
—EE=F T -F
2003 2002
BT T BT T
HK$'000 HK$'000
FBHIEE R B A Interest income from investments in securities 551,276 26,417
H At F S A Other interest income 858,844 396,044
1,410,120 422,461
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P A B A R R R

FEEE (B)

() meEmA (&)
(b) L fth 45 % W A

Notes to the Interim Financial Report

Unaudiited (cont’d)

(2) Operating profit (cont’d)

(b) Other operating income

AEH
The Group
BZEAA=1+HLEAEA
Six months ended 30 June

i —ETTF
2003 2002
BET T BT

HK$'000 HK$'000
H b g 25 Other revenue
& B A Dividend income

FEEMEE Unlisted investments 4,959 1,218
TH & W AR SZ % 117,0007C  Rental income less outgoings of
BT _F  E) HK$117,000 (2002: Nil) 5,092 2,767
10,051 3,985

Hih g A Other net income
HEMFEHIEE Fn Net gain on other investments in securities 29,932 -
SNE B B F m T Net gain arising from dealing in foreign currencies 22,066 5,852
HMEEEK FHE Net loss arising from other dealing activities (14,583) (550)
E A, Others 6,840 11,487

44,255 16,789
B Total 54,306 20,774




ZET=FFH RS 2003 Interim Report

13

A B A R R R

AEEE (B)

(2) R&E=AN (&)
() EExXH

Notes to the Interim Financial Report

Unaudiited (cont’d)

(2) Operating profit (cont’d)

(c) Operating expenses

rEE
The Group
BZEAA=1THLEAEA
Six months ended 30 June

—EB=F — T
2003 2002
BET T e T T
HK$'000 HK$'000
B B AR Staff costs

Fe hHEMESKAR Salaries and other staff costs 214,614 69,118
RIKS KA Retirement costs 17,628 5,062

BFRIBHE G Premises and equipment expenses
EFHe Rental of premises 25,893 8,369
e Depreciation 60,726 20,694
Hits Others 36,261 12,348
EEE Advertising 16,150 1,127
E -~ B R S A o Communication, printing and stationery 26,531 3,867
EERBEEXER Legal and professional fees 7,378 2,420
% 2L ED B Auditors’ remuneration 1,899 858
Hity Others 20,589 2,593
427,669 126,456
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P A B A R R R

FEEE (B)

(3) BE

FalaERAFRNTEAR

Notes to the Interim Financial Report

Unaudiited (cont’d)

(3) Taxation

Taxation in the consolidated income statement represents:

rEH
The Group
BEXA=+RHLKER

Six months ended 30 June

—zE=f | —TT_&
2003 2002
BT T BT T
HK$'000 HK$'000
APHRE-FRNEHES Current tax — Provision for Hong Kong Profits Tax
ZINE= I Tax for the period 45,928 1,281
BEFEDIEBEEE Over-provision in respect of prior years (1,423) =
44,505 1,281
7R HA i 18 — 8 4b Current tax — Overseas
7N B 7 18 Tax for the period 707 27
i FIE i 18 Deferred tax
RHEAZEREEZ5KEEE  Original and reversal of temporary differences 18,257 (994)
R—A— BN R Effect of increase in tax rate on
REFIA 2 o & deferred tax balances at 1 January (3,777) =
14,480 (994)
JFE (5B = N A Fi 1B Share of an associate’s taxation 2,743 =
MIE X HE 5T Total income tax expense 62,435 314

R-ZZE=F=H FERAEMAS
MEHREHI16%E175%  BAXNX
KEREFEZEE - BIDTTRMBA
BB - AR ERBEEMERK
ERRBRITH RIS -

In March 2003, the Hong Kong Government announced an increase
in the Profits Tax rate applicable to the Group’s operations in Hong
Kong from 16% to 17.5%. Taxation for overseas branches and
subsidiaries is similarly charged at the appropriate current rates of

taxation ruling in the relevant countries in which they operate.
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H HA B 7% IR B Notes to the Interim Financial Report
FAEER (BB) Unaudited (cont'd)
4) ReREHES (4) Cash and short-term funds
AEE
The Group
—EE=F T -F
ANA=+H| t=—A=+—H
As at As at
30 June 2003 (31 December 2002
BET T ok
HK$'000 HK$'000
He RRFEITAEM Cash and balances with banks
SRIEBENGTT and other financial institutions 457,848 657,000
BOHA K %2 HA 38 2N 1 71 (a) Money at call and short notice (a) 4,714,837 4,723,135
5,172,685 5,380,135
(@) BNEIREEHBATEREE —EARNE (@)  Money at call and short notice represents deposits of up to a maximum
HEFK ° of one month maturity.
(5) ERFE (5) Certificates of deposit
REE
The Group
—EE=F —ET-F
ANB=+H| tZA=1+—H
As at As at
30 June 2003 (31 December 2002
BET T BT I
HK$'000 HK$'000
BEZRIHES Held-to-maturity securities
— 3Lk — unlisted 962,189 937,340
—Ekm — listed - 93,604
962,189 1,030,944
BEEXZFH Other investments in securities
—¥E®m — unlisted 29,970 =
L] Total 992,159 1,030,944
EmESNTE Market value of listed securities: - 97,496
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A HA B 7 R B Notes to the Interim Financial Report
FACFE (1B) Unaudited (cont'd)
(6) HhFEHKRE (6) Other investments in securities
rEE
The Group
—EE=F —ET-F
XA=+E| t=A=t-8
As at As at
30 June 2003 |31 December 2002
BT T ok I
HK$'000 HK$'000
BEFES Debt securities
REA LT Listed in Hong Kong 129,364 68,394
BB AN R ETH Listed outside Hong Kong 2,114,065 812,069
LT Unlisted 1,515,799 1,491,746
3,759,228 2,372,209
= Equity securities
REE L™ Listed in Hong Kong 19,908 16,011
LT Unlisted 157,893 161,594
177,801 177,605
BREESL -kt Investment funds — unlisted 33,791 33,791
3,970,820 2,583,605
HEMFEAIEENZRTEBNOT ¢ The issuers of other investments in securities are as follows:
rEE
The Group
—EE=F —ET-F
~NA=+RB| t=ZA=+—H
As at As at
30 June 2003 |31 December 2002
BT T BT T
HK$'000 HK$'000
FRRBUT R RIEIT Central governments and central banks 411,161 302,790
R1T R H M RS Banks and other financial institutions 2,669,288 1,591,963
EANAT] Corporate entities 480,007 246,521
NEHIE Public sector entities 410,364 442,331
3,970,820 2,583,605
EmESNTE Market value of listed securities:
B E 5 Debt securities 2,243,429 880,463
fi% = Equity securities 19,908 16,011
2,263,337 896,474
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AEEE (B)

7) EFBEXRAMKRERER

() EFERREMRENER

ZET=FFH RS 2003 Interim Report

Notes to the Interim Financial Report

Unaudiited (cont’d)

(7) Advances to customers and other accounts less

provisions

(a) Advances to customers and other accounts less provisions

rEH
The Group

—EE=F —ET-F

ANB=+H | T=ZA=+—8H

As at As at

30 June 2003 |31 December 2002

BT % BT 5T

HK$'000 HK$'000

EE#R Advances to customers 40,449,543 41,941,753
I BR RF R 4 Specific provisions for bad and doubtful debts (488,237) (442,648)
AR —ARERE General provisions for bad and doubtful debts (460,201) (494,985)
39,501,105 41,004,120

IRIT R E fth & Bk B R Advances to banks and other financial institutions 63,212 79,872
FE ST FI B N E 4th BR TE R 2E Accrued interest and other accounts less provisions 1,702,723 1,763,870
41,267,040 42,847,862

(b) TRHOERRENEBEAELREARD
BIEETREEBRMT ¢

(b) Non-performing loans are advances on which interest is being

placed in suspense or on which interest accrual has ceased are

as follows:
r&E
The Group

FEBER

BRI F B R BERRERH
ENAE ERERESH BRI EE RN

Specific

provisions

Total amount Pledged amount in respect

of loans on for loans on of loans on
which interest which interest which interest Amount
is placed is placed is placed of interest
in suspense in suspense in suspense in suspense
BETT BETT BYETT BYETT
HK$'000 *% HK$'000 HK$'000 HK$°000

R-ZZE=F As at
~NAB=Z1+H 30 June 2003 1,734,562 4.29 967,953 433,337 228,573
RZZTZT-F As at
+=-A=+—-H 31 December 2002 1,699,314 4.05 991,769 402,491 223,282
* HEPBRAESE & Based on total advances to customers
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P A B A R R R

FAEEL ()
(7) EF2RRAMIRERER (&)

(b) TEHOERRENEHEALLHRERD
FIEFEMBERET (&) :

AEBHE-_ZETE=F~A=Z1+HK
—EE -+ fA=t+—HIEFESL
AERRBREF LG ERRITREAM
CRIMEERN LA RN LMER
TRTE 5% P K 1R 7 RF Il 2B 4 o

REEAHEBFRNEMREER B
BRI -

B) FEZIHEBSRREEFS

Notes to the Interim Financial Report
Unaudited (cont’d)

(7) Advances to customers and other accounts less

(b)

provisions (cont’d)

Non-performing loans are advances on which interest is being
placed in suspense or on which interest accrual has ceased are as
follows (cont‘d):

There were no advances to banks and other financial institutions in
the Group on which interest is being placed in suspense or on which
interest accrual has ceased as at 30 June 2003 and 31 December
2002, nor were there any specific provisions made for them on

these two days.

The specific provisions were made after taking into account the

value of collateral in respect of such advances.

(8) Held-to-maturity securities and investment securities

rEE
The Group
—EE=F —ET-F
~A=t8 | t=A=+—8
As at As at
30 June 2003 |31 December 2002
BET T PR T T
HK$'000 HK$'000
BEZENES —BBXESF Held-to-maturity securities — debt securities
REA LT Listed in Hong Kong 1,205,889 276,062
REBAINEE £ Listed outside Hong Kong 8,509,938 5,096,234
9,715,827 5,372,296
JE T Unlisted 12,356,636 13,215,061
22,072,463 18,587,357
REBS -BERS Investment securities — debt securities
EET Unlisted 15,932 15,932
RERHF RE Investment securities — equity securities
JE T Unlisted 24,042 24,065
22,112,437 18,627,354
BEEE Provision for diminution in value
HAE 2B HES Held-to-maturity securities (48,717) (52,104)
22,063,720 18,575,250
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AEEE (B)

(B) FEZFHWEXRREE S ()

Notes to the Interim Financial Report

Unaudiited (cont’d)

(8) Held-to-maturity securities and investment securities

(cont’d)
REE
The Group
—EB=F —ETTF
XA=+A | t=A=+-8
As at As at
30 June 2003 (31 December 2002
BET T BT T
HK$000 HK$’'000
B BHFRERERZEIT The issuers of debt securities and equity securities
MEaT are as follows:
AR BT R R AR AT Central governments and central banks 1,183,806 1,011,640
RITREM S KRS Banks and other financial institutions 11,029,918 7,866,612
JEANR A Corporate entities 9,607,004 9,456,110
N Y Public sector entities 279,777 281,060
HAh Others 11,932 11,932
22,112,437 18,627,354
FTRESEHNHE Market value of listed securities
BB E 5 Debt securities 10,773,168 5,709,174
Q) BEFER (9) Deposits from customers
AEE
The Group
—EE=F —EE_F
ANB=+H | TZA=+—8H
As at As at
30 June 2003 |31 December 2002
BET T BT T
HK$'000 HK$'000
o B R AR 2R BR P 5K Demand deposits and current deposits 7,392,657 1,271,813
HEFER Savings deposits 7,608,242 7,194,928
JEHY - BN HA K 58 B3R A 17 3K Time, call and notice deposits 43,563,662 46,444,237
58,564,561 54,910,978
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Notes to the Interim Financial Report
Unaudited (cont’d)

(10)Maturity profile

rE
The Group
ZEAR
BEE =Z@EANL —-EM0E ET
MEEE HREE 2-F 2HF REHNE AE BE
3 months
or less
but not 1year 5 years
Repayable  repayable or less or less
on on but over but over After
demand demand 3 months 1year 5 years Undated Total
B¥TT B%Tr E¥%Tr BTz E¥Tr  AB¥%Tr EB¥%Tn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
—EE=-FxHA=TH As at 30 June 2003
EE Assets
RehEHER Cash and short-term funds| 457,848 4,714,837 - - - - 5,172,685
—(AABEBAMRITR Placements with banks
Hih e BlETR and other financial
institutions maturing
after one month - 919,916 - - - - 919,916
FHE Certificates of deposit - 224,000 248369 519,790 - - 992,159
HiEHRE Other investments
in securities
—E%ES — debt securities - 702,617 309,987 1,988,741 753,802 4,081 3,759,228
RE#AR Advances to customers 2,186,433 3,162,797 6,017,453 14,678,918 13,177,966 1,225,976 40,449,543
BITREMESBEEEZ  Advances to banks and
other financial
institutions - - 3,212 60,000 - - 63,212
REZIMEFRREES Held-to-maturity
securities and
investment securities
- E%E ~ debt securities - 2,197,780 1,648,485 11,430,223 6,711,371 100,536 22,088,395
2,644,281 11,921,947 8,227,506 28,677,672 20,643,139 1,330,593 73,445,138
=L Liabilities
RITREM S REE Deposits and balances of
BRRER banks and other
financial institutions 182,533 2,560,486 5,000 - - - 2,748,019
REER Deposits from customers 15,029,595 41,249,269 2,105,055 180,642 - - 58,564,561
BEATNE Certificates of deposit
issued - 266,985 1,962,029 2,840,616 - - 5,069,630
15,212,128 44,076,740 4,072,084 3,021,258 - - 66,382,210
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Unaudiited (cont’d)

(10)Maturity profile (cont’d)

Notes to the Interim Financial Report

rEE
The Group
=EAR
BEA =fANE —FUE ETH
HEE  ORESR 28 ZFRE  RFMNE =R B
3 months
or less
but not 1 year 5 years
Repayable repayable or less or less
on on but over but over After
demand demand 3 months 1 year 5 years Undated Total
BETT A%Tn A%Tn BE%Tr A%Trx  A%Tx  B%Tn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
“ZZ-£+-HA=1+—H Asat31December 2002
EE Assets
RekEHEe Cash and short-term funds 657,000 4,723,135 = = = - 5,380,135
—EAEZHMRTR Placements with banks and
Hih e BEETR other financial institutions
maturing after one month - 221,006 - - - - 221,006
FHE Certificates of deposit - 16,069 458,366 556,509 - - 1,030,944
HiBEHRE Other investments
in securities
- EHE S ~ debt securities - - 861,769 1240980 265,379 4,081 2,372,209
RERAR Advances to customers 2,593,094 3,643,828 4,688,290 15,167,716 14,461,832 1,386,993 41,941,753
BITREMESBEBEEZL  Advances to banks and
other financial institutions - - 19,872 60,000 - - 79,872
BHEZIMEARIREZS Held-to-maturity securities
and investment securities
- E%ES ~ debt securities - 193974 2474339 9,359,058 6,548,386 27,532 18,603,289
3,250,094 8,798,012 8,502,636 26,384,263 21,275,597 1,418,606 69,629,208
=L Liabilities
RITREM S RHE Deposits and balances
BRRET of banks and other
financial institutions 166,164 1,873,355 - - - - 2,039,519
REER Deposits from customers 8,950,666 42,939,888 3,016,233 4,191 - - 54,910,978
BEIFRE Certificates of
deposit issued - 1,000,000 1,566,579 3,265,933 - - 5832512
9,116,830 45,813,243 4,582,812 3,270,124 - - 62,783,009
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REEE (B) Unaudited (cont'd)
(11)f#E (11)Reserves
nxm
The Group
—EEC=F =EE =
~A=+H |t=ZA=+—H
As at As at
30 June 31 December
2003 2002
BT PR T T
HK$'000 HK$'000
() B E (a) Share Premium
R—A—BAR~NA=+H/ At 1 January and
+=—BA=+—H 30 June/31 December 282,930 282,930
(b) REVESHRZE (b) Investment property revaluation reserve
mn—H—H At 1 January - =
& O 3 hn &) B Addition through merger - 20,481
sHFEEE Net deficit on revaluation - (20,481)
RANA=+8/ At 30 June/
+—A=+—H” 31 December - —
() HtMESEHFEE (c) Other property revaluation reserve
®n—A—8H At 1 January 11,945 =
E & O i 3 hn &) B Addition through merger - 11,945
RANA=+8/ At 30 June/
+=—BA=+—H 31 December 11,945 11,945
(d) EXFE (d) Capital reserve
®n—A—8H At 1 January 41,271 3,771
E & O i 3 hn &) B Addition through merger - 37,500
RANA=+8/ At 30 June/
+=—BA=+—H 31 December 41,271 41,271
(e) —MfEME (e) General reserve
®n—A—8H At 1 January 100,000 =
& O 18 hn &) B Addition through merger - 100,000
RANA=+8/ At 30 June/
+—_A=+—H 31 December 100,000 100,000
) EXRZEZ (f) Exchange differences
®n—A—8H At 1 January 2 —
E & O i 3 hn &) B Addition through merger - 19
xS FE Current period/year - (17)
RANA=+8/ At 30 June/
+—A=+—H” 31 December 2 2
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H HA B 7% IR B Notes to the Interim Financial Report
RAEEE (B) Unaudited (cont'd)
(1) f#EE (&) (11)Reserves (cont’d)
rEH
The Group
—se=¢ EF T Er-
AA=+H |[+t=ZA=+—H
As at As at
30 June 31 December
2003 2002
BET T BB IT
HK$'000 HK$’'000
(90 REER (g) Retained profits
®n—HA—H At 1 January
— 10 B B R — As previously reported 1,766,233 558,300
— R ERRELEIE — Prior year adjustment in
VB H Y 3 respect of deferred taxation 40,292 92,089
— B} — As restated 1,806,525 650,389
B & Of 18 in e 2 Addition through merger
— 10 A B R — As previously reported - 908,852
— R ERELEHIE — Prior year adjustment in
YEH Ky A & respect of deferred taxation - 21,235
— &R — As restated - 930,087
NEFE R A Profit for the period/year
— 10 A B R — As previously reported 317,239 645,797
— R ERRELEIE — Prior year adjustment in
EH B & respect of deferred taxation - (73,032)
— &R — As restated 317,239 572,765
N/ FESIRRKRS Dividends declared in respect of
the current period/year (150,551) (346,716)
WAXA=+8/ At 30 June/
+=—A=+—~H 31 December 1,973,213 1,806,525
R Total reserves 2,409,361 2,242,673
Minm Bk A B A X BB (R BENI) 5 The application of the share premium is governed by section 48B of

48B IEFTE & © the Hong Kong Companies Ordinance.
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Notes to the Interim Financial Report

Unaudiited (cont’d)

(12)Off-balance sheet exposures

(a) Contingent liabilities and commitments

NTRERIZEXERERAEANT

The following is a summary of the contractual amounts of each

BHE significant class of contingent liabilities and commitments:
rEE
The Group

—EB=F —TT_F

ARA=+H |tZA=+—H

As at As at

30 June 31 December

2003 2002

BETT BT T

HK$'000 HK$'000

EREERES Direct credit substitutes 804,360 1,187,756

WM S5 BN EBIEE Transaction-related contingencies 38,993 38,994

HE S EHEMNKEIRE Trade-related contingencies 1,805,132 1,262,930

RHEABFR Forward forward deposits placed 75,000 -

H A Other commitments:

—REHBE—FAT — with an original maturity of
sk A] 4 {5 14 R EE under 1 year or which are

unconditionally cancellable 9,786,726 9,294,444
—REHBE—FHA L — with an original maturity of

1 year or over 1,014,801 922,801

13,525,012 12,706,925

FERBENAERREERABNTA
ERREALER  ERE  ZHREE
MERNASE - EHNEBERHEANR
FREBMRBELEEPHER M B AERER D
8 - HRNEEREAREIBRRH DAY
A MAKESBEAIFFBIMARIGEERA °

Contingent liabilities and commitments are credit-related instruments
which include acceptances, letters of credit, guarantees and
commitments to extend credit. The contractual amounts represent
the amounts at risk should the contract be fully drawn upon and the
client default. As the facilities may expire without being drawn
upon, the contract amounts do not represent expected future

cash flows.
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FAEER (BB) Unaudited (cont'd)
(REEEERINAR (&) (12)Off-balance sheet exposures (cont’d)
(b) FTET R (b) Derivatives
PMTETIARERE B ZEELREE Derivatives refer to financial contracts whose value depends on the
SIEEHEERETEEENTEEL value of one or more underlying assets or indices.
NTRAEESEEZMAETANESR The following is a summary of the notional amounts of each
SHEME significant type of derivatives entered into by the Group:
FEE
The Group
ZEE=FXRA=TH —ET-F+-A=+—H
As at 30 June 2003 As at 31 December 2002
R EI R e X5 3 pok=
Trading Hedging Total Trading Hedging Total
BETR BETR BET R BB T T BB T BET T
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EXE#  Exchange rate contracts
EHIR S Forwards 967,010 - 967,010 1,095,192 - 1,095,192
HHER S  Swaps 12,554,245 6,873,640 19,427,885 | 34,890,559 4,999,417 39,889,976
S AH#  Options purchased 366,272 - 366,272 66,884 - 66,884
B HE  Options written 328,028 - 328,028 40,490 - 40,490
MEESH  Interest rate contracts
EHZ 5K Forwards and
HERS  futures 17,327,000 - 17,327,000 2,262,090 - 2,262,090
HEIR S Swaps 2,420,047 9,471,045 11,891,092 2,127,535 9,526,349 11,653,884
S AH#  Options purchased 931,162 - 931,162 931,162 - 931,162
B HE  Options written 1,028,666 178,003 1,206,669 931,162 - 931,162

B#BE#H  Equity contracts

S AH#  Options purchased - 23,732 23,732 - 18,372 18,372
S HE#E  Options written - 23,732 23,732 = 18,371 18,371

35,922,430 16,570,152 52,492,582 | 42,345,074 14,562,509 56,907,583

A FHIRZ B RANEBEINE « FR K E The above transactions are undertaken by the Group in the foreign
AWM ET BETANEZESLTEEE exchange, interest rate and equity markets. The notional amounts
MAFEAHZSE  WIERKLSEE o of these instruments indicate the volume of transactions outstanding

and do not represent amounts at risk.
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REEE (B) Unaudited (cont'd)

(MEEEERIAR (&) (12)Off-balance sheet exposures (cont’d)

() REEMEEGBRINARNEZRK (c) The replacement costs and credit risk weighted amounts of the
AEREERBMESFENAT - ELFER above off-balance sheet exposures of the Group are as follows.
FFABEFETENTE U THER These amounts do not take into account the effects of bilateral
EH o netting arrangements and accordingly these amounts are shown on

a gross basis.

rEH
The Group
—EE=F —TT_F
AA=+H +=—A=+—8
As at 30 June 2003 As at 31 December 2002
FERRB EERR
BERK miEL%E BEERA hniE S5
Credit risk Credit risk
Replacement weighted | Replacement weighted
cost amount cost amount
BWTFR  BMTx | BETE  BETR
HK$'000 HK$'000 HK$'000 HK$'000
D N=R WSS Contingent liabilities and
commitments RERA N/A 1,318,328 | F@EMA NA 1,332,425
MEEE L Exchange rate contracts 128,828 75,922 135,779 118,904
MESL Interest rate contracts 682,516 187,633 601,457 171,752
i 17 & %) Equity contracts 146 1,497 104 792
811,490 1,583,380 737,340 1,623,873
EENACREEMBRMETEALE Replacement cost represents the cost of replacing all contracts
HEBMNEOKNA R AR FELR which have a positive value when marked to market and which have
B & o not been subject to any bilateral netting arrangement.
EERRINESEEIERRBEBGRT Credit risk-weighted amount refers to the amount as computed in
FEODBREART B L XM R =F accordance with the Third Schedule to the Hong Kong Banking
STESRE  BURRAE XS —F B BUik Ordinance on capital adequacy and depend on the status of the
RRBEER - HE BB REAEFE counterparty and the maturity characteristics. The risk weights used
B2 INEER0%ZE100% 15 - MiEXR - F| range from 0% to 100% for contingent liabilities and commitments,
REEMTETEASHEIH0%ZE50% and from 0% to 50% for exchange rate, interest rate and other

TE o derivatives contracts.
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Notes to the Interim Financial Report

Unaudiited (cont’d)

(13)Assets subject to sale and repurchase transactions

The following assets and liabilities are subject to sale and

W repurchase transactions:
AEE
The Group
—ge=%| -—TT-%
RXA=+H| tZA=+—8
As at As at
30 June 31 December
2003 2002
BET T e T T
HK$'000 HK$'000
BEER ﬁ Z= x'J B 7 Included in held-to-maturity securities
NE = and investment securities 1,629,155 1,633,873
BREREEMESKRE Included in other investments in securities 391,161 =
2,020,316 1,633,873
PREERTREMESRE Included in deposits and balances of banks
HWENTREER and other financial institutions 2,235,600 1,681,482
(1DEXBEEALRES (14)Material related party transactions

REA - $EIEEEI*%*$E”¥5‘%35E
R EEZR A E R AR ME R

During the period, the Group entered into a number of transactions

with its holding companies and its holding companies’ subsidiaries,

EITTZERS - ERRERIE %Ft? ‘ in the ordinary course of its banking business including, inter alia,
EXRFRAZEFR  2EREER lending, the acceptance and placement of inter-bank deposits,

FERBITRZAINER 5 o FBLRZFHHY
ABHEBRIRBENETRSRMAR
MSHEmE » WEEHARNEEHAA
R REPHIEFAER - EF2RE
BEERHRIRIEDEERTEST -

participation in loan syndicates, correspondent banking transactions
and foreign exchange transactions. The contracts were priced based
on relevant market rates at the time of each transaction, and were
under the same terms as those available to other counterparties and
customers of the Group. In the opinion of the directors, these

transactions were conducted on normal commercial terms.
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FAEER (BB) Unaudited (cont’d)

(1NEXBEALRS (F)
AERA BEEAIRZHURZER
—EE=—FA=ZTHMERDT

June 2003 is set out below:

Notes to the Interim Financial Report

(14)Material related party transactions (cont’d)
Information relating to income and expense from related party
transactions during the period and balances outstanding as at 30

(@ WA (XH) (@) Income/(expense)
REH
The Group
BZXA=1+HIEAEA
Six months ended 30 June
—g®=F | -—TT-F
2003 2002
BT T ok
HK$000 HK$'000
A B HA Interest income 1,473 27,770
A B Interest expenses (18,228) (3,062)
H I A Other income 3,170 830
H i Other expenses (706) =
(14,291) 25,588
(b) RKERAF (b) Ultimate holding company
5l
The Group
—g®=F | —TT-%&
A~NA=+H |[t=ZA=+—8H
As at As at
30 June 31 December
2003 2002
BET T BT
HK$'000 HK$'000
EE#ZR K HEAM Advances to customers and
AR TE R 2= 1 other accounts less provisions 201,393 117,094
BEEHER Deposits from customers 1,824,166 1,162,517
H b BRIE R Other accounts and provisions 4,805 2,366
1,828,971 1,164,883
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Notes to the Interim Financial Report

Unaudiited (cont’d)

(14)Material related party transactions (cont’d)

(c) Immediate holding company

EH
The Group

—BRE=F =EE =

ARA=+8 |+t=ZA=+—8

As at As at

30 June 31 December

2003 2002

BT BT T

HK$'000 HK$'000

BREEX Deposits from customers 33,000 =

H b BRIB R Other accounts and provisions 10,274 9,883

43,274 9,883

(d EEEZRARZBELATARBRNE

(d) Associates of immediate holding company and fellow

N T subsidiaries
AEE
The Group
—EB=F — T
XA=+A8 |+tZA=1+—8
As at As at
30 June 31 December
2003 2002
BET T e T T
HK$'000 HK$'000
EPBR &AM Advances to customers and

BRIB R E other accounts less provisions 208,202 4,351

RITREAM SRS Deposits and balances of banks
FERE&EF and other financial institutions 126,049 97,316
EEER Deposits from customers 919,282 1,835,970
H b BR 1B ] 4 Other accounts and provisions 10,914 21,591
1,056,245 1,954,877
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A HA B 7 R B Notes to the Interim Financial Report
FACFE (1B) Unaudited (cont’d)
(15)3E 3 #{ 18 (15)Deferred taxation

() ERANELEHRREERAR
TIREERNGEEERBRNEL
MELEERABENASR  FEZEE

(a) Deferred tax assets and liabilities recognised

The components of deferred tax assets and liabilities recognised in

the consolidated balance sheet and the movements during the

2B - period/year are as follows:
AEE
The Group
e
SHERE
BETE £H E#E B
Depreciation
allowances in
excess of related
ELEHERE Deferred tax arising from: depreciation Provisions Losses Total
BT T BT BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
R-EE_F—-HA—H At 1 January 2002
TH/(B#) RS Charged/(credited) to
S | B A retained earnings 25,000 (21,539) (95,550) (92,089)
YH/(B#) RS Charged/(credited) to
i M B& A retained earnings
— & BHE — addition through merger 36,620 (54,332) (3,523) (21,235)
61,620 (75,871) (99,073) (113,324)
TH/(BE#) Charged/(credited) to
raWmEk A consolidated income
statement (13,319) 1,153 85,198 73,032
R-ZZEZ_F+-_A=+—H At 31 December 2002 48,301 (74,718) (13,875) (40,292)
R-BE=F—HF—8 At 1 January 2003 48,301 (74,718) (13,875  (40,292)
TH/ (BE#) Charged/(credited) to
ralRmEk A consolidated income
statement 651 (46) 13,875 14,480
RZZEE=FA=1+H At 30 June 2003 48,952 (74,764) - (25,812)
NEE
The Group
—EE=F —ET=F
~NA=t+H |[+t=ZA=+—H
As at As at
30 June 31 December
2003 2002
BET T BT
HK$000 HK$'000
e EERBRBERN Net deferred tax asset recognised on the
FIREIBEE consolidated balance sheet (25,830) (40,312)
e EEBBRBERN Net deferred tax liability recognised on
FRELETIEEE the consolidated balance sheet 18 20
(25,812) (40,292)
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Notes to the Interim Financial Report
Unaudited (cont’d)

(15)Deferred taxation (cont’d)
(b) Deferred tax assets unrecognised
Deferred tax assets have not been recognised in respect of the

following item:

rEH

The Group
—EE=F BT &
AAZ=t+A |[t=A=t-8
As at As at
30 June 31 December
2003 2002
BET T BB IT
HK$'000 HK$'000
i IE s A Tax losses 4,106 3,753

RIRRITHBGRD] - DUABIB TSR -

The tax losses do not expire under current tax legislation.
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Supplementary Financial Information

Unaudited

(1) Summary of financial position

&
The Group
—EE=F —ET=F
~NA=+RA | +t=Z=A=+—H Bk
g
As at As at
30 June 31 December
2003 2002 Variance
Restated
BET T BT
HK$'000 HK$'000 %
BB Loans and advances 40,929,925 42,319,847 (3.28)
ERERER Loan loss provision 951,590 940,785 1.15
BERE Total assets 76,745,039 72,920,086 5.25
B EERE Total interest earning assets 73,925,520 70,007,302 5.60
FRAEsE Total deposits 63,634,191 60,743,490 4.76
REE® Shareholders’ funds 4,802,702 4,636,014 3.60
LR Financial ratios
BAFTBLLE —REFHE Capital adequacy — unadjusted* 17.23% 17.38%
BARFE L E —FEME Capital adequacy — adjusted** 16.76% 16.76%
FHREE S L Fx** Average liquidity***
—ETE=F—H—H 1/1/2003- 30/6/2003
i/\ﬂwaEl 48.34% @A NA
—E2E-F—H—H 1/1/2002— 30/6/2002 TEH N/A 47 .43%
ZXAR=+H
B E 7t & Loans to deposits 64.32% 69.67%
ERHEEBELX Loans to total assets 53.33% 58.04%
—REEBESLE General provision coverage 1.13% 1.18%
Y3 B kb & Property lending 44.20% 45.20%
DN R N A Cost to income 43.35% 46.71%
EEESES Return on assets 0.85% 0.79%
f&% R & & [l 3 & Return on shareholders’ funds 13.56% 12.35%

* O RRHAREAFTRLE

ERERES &

**

%ﬂ%ﬁ%ﬂ@%‘%b%ﬁ” B &Y P AR

C BATREETIERBMNE G
%E W B 56 &ECGRITREOD
R=EMEREGFE -

KAREARRLELXEEEEEADN
m%ﬂ EREReE Eﬁﬁﬁﬁﬂ’]@imiﬁ
BUEFE R WER) I %I&Eﬁiﬁii‘“

éﬁiﬁf»‘ittf$ﬁﬂﬁ’]’\1ﬁ§+u 1

FERPESLEREESE %ﬁ'ﬁ“‘
BOFARE  BATRETHER
A of 2 IH?”A%/%@ETT% bR
I KR M L E -

**

The unadjusted capital adequacy ratio is computed on the consolidated
basis covering the Bank and certain of its subsidiaries as required by the
Hong Kong Monetary Authority (“HKMA") for its regulatory purposes,
and is in accordance with the Third Schedule to the Hong Kong
Banking Ordinance.

The adjusted capital adequacy ratio which takes into account market
risks as at the balance sheet date is computed in accordance with the
Guideline “Maintenance of Adequate Capital Against Market Risks”
issued by the HKMA and on the same consolidated basis as for
unadjusted capital adequacy ratio.

The average liquidity ratio is computed on the consolidated basis
covering the Bank and certain of its subsidiaries as required by the
HKMA for its regulatory purposes, and is in accordance with the Fourth
Schedule to the Hong Kong Banking Ordinance.
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Supplementary Financial Information

Unaudlited (cont’d)

(2) Capital base after deductions

—EE=F T -F
ANA=+H |[+t=ZA=1+—H
g
As at As at
30 June 31 December
2003 2002
Restated
BET T BT T
HK$'000 HK$'000
= N Core capital
BT RRKRA Paid up ordinary share capital 2,393,341 2,393,341
R% 19 % B Share premium 282,930 282,930
& Reserves 2,069,112 1,936,526
BB AR Total core capital 4,745,383 4,612,797
EEBHER Eligible supplementary capital
T Rt RN E A Reserves on revaluation of land and interests in land 8,362 8,362
IR — A General provisions for doubtful debts 463,353 498,137
KARIEFBIE Perpetual subordinated debt 1,950,078 1,950,078
BH®RERFSE Term subordinated debt 1,872,075 2,306,399
WEIEARBEE Gross value of supplementary capital 4,293,868 4,762,976
ERBEHELREE Eligible value of supplementary capital 4,293,868 4,612,797
HNBRBIEA AL RER Total capital base before deductions 9,039,251 9,225,594
HERERRE Deductions from total capital base (135,860) (135,865)
HRBRBERAERER Total capital base after deductions 8,903,391 9,089,729




34

RIS EIRITEMR AR CITIC Ka Wah Bank Limited

BRMBESR

FEEE (B)

(3)
(a)

7 REHR
BHBE D

Supplementary Financial Information

Unaudlited (cont’d)

(3) Segmental information

(@) By geographical area

REAEENTZZXEME - HHBEA
17 AIRBASERXEIBEELCK
MDTTHEME  AEETZETEL
EERE  RNEE0% A EEEWA
MEDEA - REE - #AE AR
BEMAESREESHBREETKRAE °

On the basis of the location of the principal operations of the Group
or, in the case of the Bank, on the location of the branches
responsible for reporting the results or booking the assets, the
Group operates predominantly in Hong Kong with over 90% of the
Group's operating income, profit before taxation, total assets, total
liabilities, contingent liabilities and commitments arise therefrom or

booked therein.

rEE
The Group
—2E=£XA=+H —FF-F+=-A=1—"H
As at 30 June 2003 As at 31 December 2002
EFBN AHEFER THEAER BEREIAR BHATFRER TEHER
Overdue Non- Overdue Non-
Advances to advancesto performing | Advances to advances to performing
customers customers loans customers customers loans
BT BT T BT T BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BB Hong Kong 33,203,296 1,704,886 1,703,390 | 35,136,453 1,752,223 1,673,556
s Mainland China 4,513,951 3,840 3,840 4,319,078 - 4,732
x USA 480,016 - - 693,345 - 8,731
H Others 2,252,280 26,835 27,332 | 1,792,877 12,295 12,295
40,449,543 1,735,561 1,734,562 | 41,941,753 1,764,518 1,699,314

EREBmEOMHNERNEER S5 —
TRERE D BREBEEREA -
HER 5T TRNBERN— 5 FHER
MY BRI E EE R MBIZRRAT
RITHREMSREEDTHERRRA
BEHARMERRNEIES -

BEPTEHOBRERENERATLREA
HEFLFTENER -

The above geographical analysis are classified by the location of the
counterparties after taking into account the transfer of risk. For a
claim guaranteed by a party situated in a country different from the
counterparty, risk will be transferred to the country of the guarantor.
For a claim on the branch of a bank or other financial institution, the
risk will be transferred to the country where its head office

is situated.

Non-performing advances to customers are those advances on
which interest is being placed in suspense or on which interest

accrual has ceased.
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Supplementary Financial Information

Unaudlited (cont’d)

(3) Segmental information (cont’d)

(b) REBESD (b) By class of business
£E
The Group

BEAA=ZTHLAMEA

Six months ended 30 June
“E2E=F 3k —ER=F i
2003 2002 2003 2002
537,/ (B8) “aHl,/ (E8) BEWA AON
*Profit/(Loss) *Profit/(Loss) Operating income Operating income
BETT BETT BETR BETT
HK$'000 HK$'000 HK$'000 HK$'000
TERTER Retail banking 138,652 8,189 518,662 113,021
PERITER Wholesale banking 110,554 26,519 361,597 127,258
MEXH Treasury 237,960 29,556 278,220 56,842
AAEE Unallocated *%(107,492) (1,319) (171,851) 6,853
379,674 62,945 986,628 303,974

* EREBETAE A *  Profit from ordinary activities before taxation

* %

BRI (R & A Blim A1 % 40,368,000
TEHE_ZE-_FAA=1+HIENAE
A &)

** Including share of profits of an associate of HK$40,368,000 (six

months ended 30 June 2002: Nil)
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FAEER (BB) Unaudited (cont'd)

4 BEFBX-BTXED

(4) Advances to customers — by industry sectors

K&
The Group
“ER=ERAZTH —EE-#+-fF=1+—H 1[G
As at 30 June 2003 As at 31 December 2002 Variance
BETT BET T
HK$'000 % HK$'000 % %
BAREBNER Loans for use in Hong Kong
TEkzRR Industrial, commercial and financial
o/ EX — Property development 718,295 1.77 563,368 1.34 27.50
- MERE — Property investment 4,791,556 11.85 5,147,370 1227 (6.91)
—2EA ~ Financial concerns 1,921,430 475 1,621,606 3.87 18.49
-RELL — Stockbrokers 33,549 0.08 27,590 0.07 21.60
-HERTEESH ~ Wholesale and retail trade 2,295,040 5.67 2,464,647 5.88 (6.88)
—BlE% — Manufacturing 3,117,601 7.71 3,318,627 7.91 (6.06)
—BRHER ~Transport and transport
FELE equipment 4,774,491 11.80 4,938,645 11.78 (3.32)
—Hft - Others 3,691,501 9.13 3,175,545 7.57 16.25
EA Individuals
-BABEELE ~ Loans for the purchase of flats
AE - FLAEE under the Home Ownership
HLHEERER Scheme, Private Sector
ERBEEER Participation Scheme and
Bt 2B EH Tenants Purchase Scheme 24,616 0.06 30,990 0.07 (2057)
—-BAEMEE ~ Loans for the purchase of other
MENEZ residential properties 12,367,174 30.57 13,246,473 31.59 (6.64)
- ERAREN ~ Credit card advances 334,280 0.83 335,647 0.80 (0.41)
—Hft - Others 973,232 2.41 1,289,488 3.07 (24.53)
BHRE Trade finance 1,925,536 4.76 1,968,023 469 (2.16)
BREB UM E Loans for use outside
HE R Hong Kong 3,481,242 8.61 3,813,734 9.09 (8.72)
40,449,543 100.00 41,941,753 100.00 (3.56)
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FAEER (BB) Unaudited (cont'd)

G) BHEFEXR (NKREEFE) (5) Overdue advances to customers (net of suspended

interest)
HBREBEREEALLRBANRE The gross amount of advances, net of accrued interest that has been
FMEMEERRAED mEE : capitalised but accrued to a suspense account, which have been

overdue for periods of:

REHE
The Group
—EE=FXA=+H —EE_F#+_-_HA=+—H
As at 30 June 2003 As at 31 December 2002
BET T BT I
HK$’000 *% HK$'000 *%
—31E B =6fd A — 6 months or less
but over 3 months 236,180 0.58 262,097 0.62
—6f&l A Z 14 — 1 year or less
but over 6 months 330,318 0.82 169,342 0.40
—1F Ak —over 1 year 1,169,063 2.89 1,333,079 3.18
48 %8 Total 1,735,561 4.29 1,764,518 4.20
A 1 1 180 Hf 2 3R Secured overdue advances 1,008,483 1,059,650
48 4K 17 160 HR 28 3R Unsecured overdue advances 727,078 704,868
1,735,561 1,764,518
HAEAEBEHBR Market value of collateral
B o A T E held against the secured
overdue advances 1,265,252 1,701,268
F Bl ZE {5 Specific provisions made 382,151 347,557
* (hRPIRREEE * Based on total advances to customers
RZEE=FAA=1+AR_ZET_F There were no advances to banks and other financial institutions
+ZA=+—08 AEEVEaHER which were overdue for over 3 months as at 30 June 2003 and 31

—EAMBRTREMESREERR - December 2002.
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Supplementary Financial Information

Unaudlited (cont’d)

(6) Reconciliation between overdue loans and advances

M ¥ ER ¢ and non-performing loans:
REE
The Group
—EE=F —ZTE-F
ANA=+H |t=ZA=+—8H
As at As at
30 June 31 December
2003 2002
BET T BT T
HK$'000 HK$'000
wHAEB3E A NEFE 2R Advances to customers overdue for
more than 3 months 1,735,561 1,764,518
R o 8 HR R 4B 31E A 3 A Less: Amount overdue for more than 3 months
s E R FRIE and on which interest is still being accrued (137,529) (173,900)
hn+ 2R fe0 HA =k HA 31 A 3k Add: Amount overdue for 3 months or less,
LA 0 ) B 52 A E A2 or not yet overdue and on which interest
BRIBXEE IR E is being placed in suspense or on
/) FIAE which interest accrual has ceased 81,289 75,591
o FERAER BEIEY Add: Rescheduled advances on which interest
Bl Est BRI EERARK is being placed in suspense or on which
interest accrual has ceased 55,241 33,105
A EBRATLIREK Advances to customers on which interest
Bt EREF B is being placed in suspense or on which
interest accrual has ceased 1,734,562 1,699,314
(7) HttapEE (7) Other overdue assets
KEHE
The Group
—EE=F —EE-F
~A=+H | t=ZA=+—H
As at As at
30 June 31 December
2003 2002
BT T BT T
HK$'000 HK$'000
H5RIEH The gross amount of trade bills
B %80 Bl which has been overdue for:
— 318 A =6fd A — 6 months or less but over 3 months 1,911 282
—1FE R E —over 1 year - 12,864
1,911 13,146
BEVFLA ENIHER Held-to-maturity securities which have been
2| H 78 %5 overdue for over 1 year 15,601 15,601
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Unaudlited (cont’d)

(8) Rescheduled loans

AEH
The Group

—®¥B=FXA=tH
As at 30 June 2003

T -F+-A=+—H
As at 31 December 2002

BEET T BT T
HK$'000 HK$'000 *%
BEER Rescheduled loans 973,326 68,559 0.16

* HEFPBRETAHE

2 Based on total advances to customers

N-_EE=FNA=THRE-_ZEZ—F There were no advances to banks and other financial
+=B=+—8 IEIIHEWE’]?E institutions which were rescheduled as at 30 June 2003 and
ThEMESRBEEER - 31 December 2002.
9) KE&E (9) Repossessed assets
AEE
The Group

—EE=F T -F

ANA=F+RH | +t=ZA=1+—H

As at As at

30 June 31 December

2003 2002

BT T ST

HK$'000 HK$'000

B ABZFERR K EMEEE Included in advances to customers

and other accounts 420,780 409,682
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AEEREEE - FEEREBIEINE
BOEXRBRNEHRBEENT - AELE

B e B AR R B R IR IR BV IRTT

A SNESE BB R K (MA (BS) 6) FF FT &k

Supplementary Financial Information
Unaudited (cont’d)

(10)Currency risk
The information concerning the foreign currency exposures of the
Group arising from trading, non-trading and structural positions is
disclosed as follows. The net option position reported is calculated

in accordance with the methods set out in the banking return

WA REE - “Foreign Currency Position” (MA(BS)6) submitted to the HKMA.
rE
The Group
—EE=EXA=1+H —EE-&E+-A=1+—H
As at 30 June 2003 As at 31 December 2002

S ARM @ 57T N ek
HEREETF T Equivalent in HK$000 US dollars Renminbi Total US dollars Renminbi Total
REBE Spot assets 25,968,389 282,727 26,251,116 27,472,826 144,948 27,617,774
REAE Spot liabilities (25,562,104) (75.429)  (25,637,533)| (25,049,311) (74,251)  (25,123,562)
EHE A Forward purchases 11,760,615 - 11,760,615 20,917,099 = 20,917,099
REBE L Forward sales (8,721,953) - (8,721,953)|  (19,641,958) - (19,641,958)
HIRERH Net option position 32,431 - 32,431 3,959 - 3,959
REFE Net long position 3,477,378 207,298 3,684,676 3,702,615 70,697 3,773,312

HIRERFEEERBRRERA T AGE -

The net option position is calculated using the worst case approach.
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7 it 1% & w Supplementary Financial Information
RAEEE (B) Unaudited (cont'd)
(1) ERERE (11)Cross-border claims
EREEEHEEEABRLEETS Cross border claims are on-balance sheet exposures of counterparties
ETRBRERELZRS S —H T based on the location of the counterparties after taking into account
AENRSGS—AER - BERSH the transfer of risk. For a claim guaranteed by a party situated in a
TRA B R A — 75 1 B ERAE R country different from the counterparty, risk will be transferred to
R EEERTOERKIES - k17 the country of the guarantor. For a claim on the branch of a bank
S H & B o 1T A (E R P Bl 5 or other financial institutions, the risk will be transferred to the
ZFHEMBAERKNERIES - EBE country where its head office is situated. Claims on individual
RIBIZ BB IEERE10% 3 A E /9 E B R countries or areas, after risk transfer, amounting to 10% or more of
Kok R EEWNT the aggregate cross border claims are shown as follows:
RITREAM
SRS NERE Hit FER-C)
Banks and Public
other financial sector
institutions entities Others Total
BT T BT T BET T BET T
HK$’'000 HK$'000 HK$'000 HK$'000
—EZE=FXHA=1H As at 30 June 2003
BEBAINERE Asia and Pacific excluding
Hong Kong 6,934,391 174,918 5,791,045 12,900,354
H e M of which Australia 3,432,220 - 68,204 3,500,424
Heep of which Mainland China 2,043,051 174,918 5,145,266 7,363,235
AR Western Europe 10,588,329 - 5,981,729 16,570,058
Hr® of which Germany 2,674,208 - 1,429,584 4,103,792
Hep® of which United Kingdom 2,531,544 - 1,423,971 3,955,515

—TE_F+-_F=+—H Atas 31 December 2002

BEBAINERE Asia and Pacific excluding
Hong Kong 5,003,680 83,160 6,119,931 11,206,771
H oM of which Australia 3,073,500 = 8,550 3,082,050
B of which Mainland China 1,146,360 83,160 5,217,019 6,446,539
AR Western Europe 9,285,160 - 5,709,212 14,994,372
B {EE of which Germany 3,506,880 - 1,219,750 4,726,630
Hep & of which United Kingdom 2,226,590 - 1,153,503 3,380,093
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Supplementary Financial Information
Unaudited (cont’d)

(12)Risk management

(a)

The Group has established policies and procedures for the control
and monitoring of credit risk, liquidity, capital and market risk, which
are reviewed regularly by the Board. The internal auditors also
perform regular audits to assess the adequacy and effectiveness of
controls for major risk areas and to ensure compliance with the

policies and procedures.

In order to hedge some of the interest rate risks, the Group has used
major interest rate derivatives: exchange traded instruments included
interest rate futures and bond futures, and over-the-counter
derivatives included interest rate swaps. With regard to foreign
exchange risk, the Group has used FX swaps, forwards and options
for hedging. The Group has used both types of derivatives, i.e.
foreign exchange and interest rate derivatives, to hedge the
respective risks in both the banking (accrual) book and the trading
(marking to market) book. All interest rate risk and foreign
exchange risk hedging strategies using major derivatives have been
approved by the Asset & Liability Management Committee (“ALCO")
prior to their implementation.

Credit risk management
Credit risk arises from the possibility that the counterparty in a
transaction may default. It arises from the lending, trade finance,

treasury, derivatives and other activities undertaken by the Group.

The Group’s credit policy manual, which was approved by the Board,
defines the credit approval hierarchy and delegation of approval
authority, the credit extension criteria, the credit approval and
monitoring process, the internal credit risk rating system, the loan
classification system and provisioning policy. It also takes into
account the requirements of the Hong Kong Banking Ordinance and

the guidelines issued by the HKMA from time to time.



BRMBESR

AEEE (B)

(1R)EBERE (&)

(a)

(b)

FERBRER (&)
RUCEBRREMBAREESE &
MMM c EATTREMBARER -
1:1% REETFHESERINEER
REBEETRENER - ZZ8
@%‘Jmﬁ/ﬁgﬂ&TE*%ETEﬁTEﬁZ%%

ERBEEREIENEES ’T%E‘i
BREEERB - BERAIIMS &
D8R BRERE  RTERE IE)SZ@E«T

RRSFRRIEFINEZES - EEEE
WK EREITHAY EEEEXE
LEMSHEREAE -

FIEREEBEXRLEE HEER
RIREBEE - ﬁmiIEMPEHME
EEERA - PTETEANEERBRA
KEZ 2 P AR S RS MY EE(12) A E
o

RBELER

FEEERRPESURRNAEEE
KEEENRBESL X - FEENR
AEERTHRRERELTXAESNE
ATHEBEHNESENEFREG -
BT EHRITEMEREN  ARED
ERBE B - IBMRESHES -
AEERRTREGHRDHESEE

ZET=FFH RS 2003 Interim Report

Supplementary Financial Information
Unaudited (cont’d)

(12)Risk management (cont’d)

(@)

(b)

Credit risk management (cont’d)

Specific credit policies are formulated, implemented and maintained
At the level of the Bank and its subsidiaries, the
credit risk management function is centralised and is overseen by

at subsidiaries.

the Credit & Risk Management Committee appointed by the Board.
The Committee defines and delegates approval authorities to
various credit-related functional committees in respect of the
approval of credit applications, policy exceptions, loan classifications,
specific provisions, management of criticised credits and the control
of interbank counterparty risks. These committees comprise the
Chief Executive Officer, Group Credit Head and other members of

senior management.

Unlike on-balance sheet instruments, where the credit risk is
generally represented by the principal value, the credit risk for
derivatives is the positive replacement cost. The credit risk exposure
for derivatives is disclosed in Note (12) to the unaudited interim

financial report.

Liquidity management

The Group manages its liquidity in order to meet all regulatory
requirements and comply with the statutory liquidity ratio. More
importantly, the Group must be able to meet all customer claims in
both normal and emergency circumstances. Besides issuing long-
dated certificates of deposit regularly, the Group has also arranged
re-purchase agreement facilities in order to enhance its liquidity. The

Group adopts a proactive approach towards managing liquidity.

43



44

RIS EIRITEMR AR CITIC Ka Wah Bank Limited

BRMBESR

FEEE (B)

(1)EBERE (&)

(0

(d)

EXEE
REENBERR AT —AHEENERE
MAXBAEENEFER - UHEE
FEREARF B E o 0 FilfisE (1) BT
WE  AEER_ZEZE=FA=+H
RCFHREREAREARZTEEERS R A
17.23% K% 16.76% * R R ATE &K
[

RITNE & RIRIBEE L XA PIFAER
RO T & ETNENER - RESE
BERE  ETHBHBARAXYEE
RERBXRB[RITENEE -

miEERER

AEBEEEBEZLRRERBAT
LRREEEEREENHRAR - M5
RERERARRAEERSEEZERR
BN REEEERERYANBRT
RINE - FIX - BHEBEEFHHHE

B -

AEENSETHAREEERAEE
BEARHE - BHARTEHTIHE
7 REREER -

HEPR T =F I FNEETEE
BELEMERFHWA &BK230,138
T 2EREABE3181,318TT °

Supplementary Financial Information
Unaudited (cont’d)

(12)Risk management (cont’d)

(0

(d)

Capital management

The Group’s policy is to maintain a strong capital base to support the
development of the Group’s business and to meet the statutory
capital adequacy ratio. As disclosed in note (1) above, the Group’s
unadjusted capital adequacy ratio and adjusted capital adequacy
ratio of 17.23% and 16.76% respectively as at 30 June 2003 are

well above the statutory minimum ratio.

Capital is allocated to the various activities of the Bank depending
on the risk taken by each business division. Certain financial
subsidiaries, as specified by the HKMA, are subject to the HKMA's

capital requirements for its regulatory supervision purposes.

Market risk management

The Group continues to manage its market risk effectively via the
Market Risk Management Unit (the “Unit”) of the Audit & Risk
Management Department. The Unit ensures that once the Group
takes positions in markets such as foreign exchange, interest rates,
securities and equities, such positions are driven by execution of
customer orders, proprietary trading and hedging.

The Group’s maximum market risk exposures are established
by the ALCO. Exposures are monitored and reported to

management regularly.

The average daily revenue generated from the Treasury's trading
activities during the first half of 2003 was HK$230,138 and the
standard deviation was HK$3,181,318.
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Supplementary Financial Information
Unaudited (cont’d)

(12)Risk management (cont’d)
(d) Market risk management (cont’d)

An analysis of the Group’s trading revenue is shown below:

“EE=FLY¥F (—AEXA) BENESREERRAERSH
Daily Distribution of Trading Revenue for the Half Year 2003 (Jan-Jun)

R¥

Number of Days

2 1 1 1

-75 -65 -55 -45 -35 -25 -15 -05 05 15 25 35 45 55 65 75 85

WA (GBREER)

Revenue (HK$ million)

BX: B2 —TT=F A=+HILL*
FEEERKAERSM

REFHME  BEHEREBIBEA
75 1514,539,4777C + 121 KA B51KH
HEE SERNEAEERKRARS
#1,000,0007T & /& ¥ 1,500,0007T + #
14k MEBEEREEABE
1,000,000 = 7% ¥ 1,500,0007T -
HEHBRI3X - BEAGZmBAR
75 #57,823,4377T °

Figure: Daily distribution of trading revenue for the half-year ended
30 June 2003

This shows a maximum daily loss of HK$14,539,477 and 51 out of
121 days showing losses. The most frequent result was a daily
revenue from HK$1 million to HK$1.5 million with 14 occurrences
and a daily loss between HK$1 million and HK$1.5 million with 13
occurrences. The highest daily revenue was HK$7,823,437.
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Supplementary Financial Information
Unaudited (cont’d)

(12)Risk management (cont’d)

(e) Foreign exchange risk management

()

The Group’s foreign exchange risk stems from foreign exchange
position taking, commercial dealing, investment in foreign currency
securities and overseas branches. All foreign exchange positions are
managed by the Treasury Department within limits approved by the
ALCO. The average daily foreign exchange trading result for the
half-year ended 30 June 2003 was HK$68,767.

Interest rate risk management

The Group’s interest rate risk exists in both the banking book and
the trading book. The risk entailed in the former is reviewed by the
ALCO on a monthly basis and the latter is marked to market daily.
The average daily revenue incurred in the trading book for the half-
year ended 30 June 2003 was HK$161,371.
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Independent Review Report

TO THE BOARD OF DIRECTORS OF CITIC KA WAH BANK LIMITED

INTRODUCTION
We have been instructed by the Group to review the interim financial

report set out on pages 5 to 31.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS
The interim financial report is the responsibility of, and has been

approved by, the directors.

It is our responsibility to form an independent conclusion, based on our
review, on the interim financial report and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or

accept liability to any other person for the contents of this report.

REVIEW WORK PERFORMED

We conducted our review in accordance with Statement of Auditing
Standards 700 “Engagements to review interim financial reports” issued
by the Hong Kong Society of Accountants. A review consists principally
of making enquiries of management and applying analytical procedures
to the interim financial report and based thereon, assessing whether the
accounting policies and presentation have been consistently applied
unless otherwise disclosed. A review excludes audit procedures such as
tests of controls and verification of assets, liabilities and transactions. It is
substantially less in scope than an audit and therefore provides a lower
level of assurance than an audit. Accordingly, we do not express an audit

opinion on the interim financial report.
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Independent Review Report
(cont’d)

REVIEW CONCLUSION

On the basis of our review which does not constitute an audit, we are not
aware of any material modifications that should be made to the interim
financial report for the six months ended 30 June 2003.

KPMG
Certified Public Accountants

Hong Kong, 28 August 2003
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ZET=FFH RS 2003 Interim Report

Report of Chief Executive Officer

1.

(1

(2)

Review of operations

In the first half of 2003, the operating environment for the banking
industry continued to remain difficult, aggravated by the outbreak
of Severe Acute Respiratory Syndrome (“SARS”) and a sluggish
economy. Against a backdrop of sagging loan demand, narrowing
interest margin and rising unemployment, CITIC Ka Wah Bank
Limited (the “Bank”) continued to adhere to its guiding principles

and position itself for quantum growth.

Business performance

Earnings

For the six months ended 30 June 2003, the Bank recorded an
operating profit before provisions of HK$559 million. The exhaustion
of tax losses from The Hongkong Chinese Bank, Limited (“HKCB"),
the change of corporate tax rate to 17.5% and deferred tax impact
as per Statement of Standard Accounting Practice 12 have led to a
higher effective tax rate. This, coupled with the impact of declining
value of properties, resulted in a profit attributable to shareholders
of HK$317 million.

In the first half of 2003, the Bank recorded synergies of HK$103
million from the integration, 67.8% of which came from cost
Through the
rationalization of branch network, the Bank has enhanced its branch

savings and 32.2% from increased revenues.

operating efficiency. The number of retail branches was reduced
from 50 after the acquisition of HKCB to 36 by the end of June
2003. The number of staff was also reduced from approximately
1,600 to approximately 1,300. Following the integration, better
performance was recorded from business referrals and cross-selling

of products.

Net interest income

The Bank’s net interest income for the first half of 2003 reached
HK$780 million, mainly due to the interest income derived from
loans and high quality fixed income securities invested by the

Treasury Department. Net interest margin was 2.19%.
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Report of Chief Executive Officer
(cont’d)

2.
3)

(4)

(5)

Business performance (cont’d)

Non-interest income

Non-interest income for the first half of 2003 reached HK$206
million. Despite the impact of SARS during the period, the Bank still
registered satisfactory sales of wealth management products. Unit
trust sales were the most outstanding among such products, with
the relevant fee income surging 51% from the same period last year
to HK$33 million. Adding onto other retail banking-related fees and
commissions, the total non-interest income from retail banking
reached HK$83 million, accounting for 40.3% of total non-interest
income. During the period, fee income from corporate loans and
trade bills totaled HK$75 million, accounting for approximately

36.4% of total non-interest income.

Operating expenses

The Bank successfully reined in operating expenses during the first
half of 2003 as a result of strict observance of the guidelines issued
by the “Expense Control Committee” on the control of operating
costs and benefiting from the cost synergies from the integration
with HKCB. The Bank's operating expenses was HK$428 million,
with a further improved cost to income ratio of 43.4% versus
46.7% at the end of 2002.

Charge for bad and doubtful debts

In view of rising unemployment and falling property prices, the Bank
adopted a prudent provisioning policy by making a HK$223 million
charge for bad and doubtful debts in the first half of 2003. This
included HK$33 million in provisions against the decline in value of
collateral and repossessed properties and HK$29 million for further
discount on collateral values. In addition, the general provision

coverage was maintained at 1.13%.
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ZET=FFH RS 2003 Interim Report

Report of Chief Executive Officer
(cont’d)

3.
(1)

(2)

Asset quality

Loans, deposits and asset size

At the end of June 2003, total assets of the Bank reached HK$76.7
billion, an increase of 5.2% versus 2002 year-end. Total loans and
advances amounted to HK$40.9 billion, a drop of 3.3% compared
to 2002 year-end. The decline was mainly due to the contraction in
The

decrease in total loans reflected the overall sluggish loan demand, as

property investment, mortgage and consumer lending.

well as the Bank’s stringent credit approval policy in view of tighter
spreads in the market, rising personal bankruptcies and high
Total deposits increased by 4.8% to HK$63.6

billion compared to 2002 year-end. The increase primarily came

unemployment.

from NOW Account, an integrated savings and checking account
launched in February 2003.

In the first half of 2003, the Bank issued HK$ 1,038 million worth of
certificates of deposit, which effectively lowered the overall cost of
funds, and spreaded out the maturity profile in the longer term to
attain a better liability structure.
certificates of deposit totaled HK$1,800 million.

During the period, matured

Asset quality indicators

In the first half of 2003, the Bank continued to enhance its overall
asset quality. During the period, the Bank resolved HK$677 million
of problem loans. The non-performing loan ratio increased slightly
to 4.3% from 4.1% at the end of 2002. Coverage ratio stood at
89.5% at the end of June 2003.
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Report of Chief Executive Officer
(cont’d)

3.
3)

Asset quality (cont’d)

Financial position

At the end of June 2003, the Bank’s unadjusted capital adequacy
ratio was 17.2%. The loans to deposits ratio was 64.3%. The
loans to total assets ratio was 53.3%. The average liquidity ratio
was 48.3%.

:;ﬁ;ﬁziﬁiimﬁ%ﬁmﬁwﬁ
BEHEMMRE - BESERITHHE
me g FEsgEO] rcmc Ka Wah
SEED 5 M ] RIBA [140% 8 & E &
BRIFE  URGHBITHAEDLD
[DocPrep) & ) O XX E IS R R BRS
FIRZER SR ©

EEZEER Asset Quality Indicators
“EE=FXAE
As at the end of June 2003
TREMRH X NPL 4.3%
BEX Coverage 89.5%
EREEEEX Loan Loss Coverage 54.7%
A HE B SR AG 4R & 3R B A1 Mainland Loans to Total Loans 11.2%
RERABERT X Unadjusted Capital Adequacy 17.2%
BfFbt & Loans to Deposits 64.3%
ERHEEBELX Loans to Total Assets 53.3%
R E S = Average Liquidity 48.3%

CEBEERER 4. Continued business development

During the first half of 2003, the Bank launched on average two
new products and services every month. New products from the
Retail Banking Group include “NOW Account”, “CITIC Ka Wah
SEED Credit Card” and the enhanced “140% Mortgage
Refinancing Service”, while the Wholesale Banking Group offered
“DocPrep” export document preparation system service and

“Dividend Payment Service”.
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Report of Chief Executive Officer
(cont’d)

4. Continued business development (cont’d)

New Products and Services Launched

3 E & R During the First Half of 2003
A% #E m &R
Month New Products and Services
—A e [DocPrep] % & H O 314 F I R 45 AR 15
January “DocPrep” Export Document Preparation System Service
o REREMRE
“Dividend Payment Service”
—A e [EREHFO)
February “NOW Account”
=hA e ERABIARKHDH]2%IRE b
March Credit Card “Interest Free Flexi Installment Plan” — 2% Cash Rebate
Promotion
e [IEANBREBEST]
“FUTURITY Guaranteed Interest Fund”
™ A e HIBEEERENE —(EEXRBRIMERIMBEXNEEE
April & B K]
SME Loan Guarantee Scheme — “Business Installations and Equipment
Loans” and “Associated Working Capital Loans”
e ZH[BEFERRIERIFE
Participated in “Film Guarantee Fund”
1A e CITIC Ka Wah SEED {2 FA /&
May CITIC Ka Wah SEED Credit Card
e ZHUMNRARBRESUTREASGEEXLETEMRN=THER
T E KRS
Participated in Government's HK$3.5 Billion Loan Guarantee Scheme for
Severe Acute Respiratory Syndrome Impacted Industries
A o RAN40%EBEEEIZ]TE
June Enhanced “140% Mortgage Refinancing Service”

o [FBF100RIKET 2]
“ANNUITY 100 Retirement Plan”
e HF/NBEEEREFE —[EREREER

SME Loan Guarantee Scheme — “Accounts Receivable Loans”
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Report of Chief Executive Officer
(cont’d)

4.

Continued business development (cont’d)

It is worth mentioning that the NOW Account, an integrated savings
and checking account offering a savings rate of 1% p.a., received
favourable responses in the market as it satisfies customers’ need of
higher return in a low interest rate environment, and offers free
premium protection for redundancy and terminal illness coverage
that is unique in the market. As at the end of June, more than
15,000 new accounts were opened under the programme. The
new product also attracted HK$6 billion of deposits, of which 50%
were from new customers. The average deposit size was
approximately HK$380,000. The product created enormous cross-

selling opportunities of wealth management products for the Bank.

China banking

To capitalize on the vast business opportunities arising from China’s
fast growing economy, the Bank continued to commit resources for
the development of its China business, and has made solid progress
in a number of business areas through close collaboration with CITIC
Industrial Bank.
developed by the Bank and CITIC Industrial Bank, a RMB card as
well as RMB/HKD and RMB/USD dual-currency cards are expected to

be launched in the fourth quarter this year, with an issue target of

In respect of the credit card business jointly

300,000 cards during the first year of launch. The credit card centre
has been established in Shenzhen, with an approximate headcount

of 60, which is expected to increase to 200 by the end of this year.

On wholesale banking, the Bank and CITIC Industrial Bank
continued to strengthen their co-operation in the corporate loan
business. During the first half of the year, the two parties jointly
participated in 8 club deals and syndicated loan facilities,
contributing approximately HK$9 million of non-interest income
for the Bank. In addition, the Bank has been offering corporate
customers with RMB loans through CITIC Industrial Bank since the
beginning of 2000. Such business continued to generate non-

interest income for the Bank.
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ZET=FFH RS 2003 Interim Report

Report of Chief Executive Officer
(cont’d)

(1

China banking (cont’d)

Building on the foundation of the separate memorandum of
understanding signed between CIFH and four Taiwanese banks at
the end of 2002, the Bank continued to co-operate with these
Taiwanese banks, with a view to providing a comprehensive range of
banking services for Taiwanese companies operating in the Mainland,
either directly or in collaboration with CITIC Industrial Bank. The
Bank expects the first financial product targeting this market

segment to be launched in the second half of 2003.

Future development

Going forward, the Bank will continue to develop its business in
Hong Kong, and strive to capitalize on the opportunities
brought about by the Closer Economic Partnership Arrangement
("CEPA") entered into between Hong Kong and China in June,
and actively expand its Greater China business. At the same
time, the Bank will adopt a Business Excellence Model with a
view to building sustainable leadership and a world-class

business management system.

Business development

Hong Kong market development

The operating environment for the second half of 2003 is expected
to remain challenging amid persistent deflation and high
unemployment. The Bank will remain prudent when implementing
its business growth strategies, while at the same time adhere to the
spirit of innovation, and strive to achieve business breakthroughs
and develop new revenue generators. The Bank will also consider
merger and acquisition opportunities with a view to further

expanding business scale.

Mainland market development

The Bank firmly believes that the Mainland economy will continue to
grow vigorously over the next few years, and the Mainland market is
crucial for the long-term development of Hong Kong’s banking
industry. Following the implementation of CEPA, the Bank plans to
enter the Mainland market under its own brand, and will use the
Pearl River Delta as a base to expand its distribution network to
better serve its corporate customers operating in the region. The
Bank will actively position itself to capitalize on the vast business
opportunities arising from the gradual integration of the Mainland

and Hong Kong economies.
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THAERRE Report of Chief Executive Officer

( ) (cont'd)

N.RKRBER () 6. Future development (cont’d)

2 BRAEEMR (2) Enhancing management effectiveness
RIRZBEZ-FXNEF[BEHEZTE The Bank’s winning of “The Hong Kong Retail Management
BB e ﬁ’fﬁﬁﬁ%ﬁﬁ“ﬁJ SIEETE Association Customer Service Award” in 2002 marks the success of
BIREN—EZEREEETE - WIE its Business Excellence Model under implementation. To further
ﬁ—rEZd‘i‘Hﬁlgﬁ’i\ﬁ = uBFEJ STEIBEE strengthen its business management, the Bank has been extending
+EEE - 5B AEES L - RIS this model throughout the organization. The model emphasizes 7
gl BEPR® - BN - ANEIR - arenas including leadership, strategic planning, customer service,
EFERRFEBNE - BEETEINEE information analysis, HR focus, process management and business
RS ATTHEERREEFT FE( results. Its implementation is expected to upgrade the Bank’s

KB FRIK S o business management system to world class standard.

PR =7 % B Chan Hui Dor Lam Doreen

AAZF TR AEE, President and Chief Executive Officer
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