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COLLABORATING FOR GROWTH

A partnership for growth. A collaboration for progress.

With close ties and collaboration with the CITIC Group
and our sister companies, CITIC Ka Wah Bank Limited
is well-placed to capture the infinite opportunities for
growth ahead.

To soar to new heights. To cruise to new horizons. Let's
set sail together for a bright and dazzling future.
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CITIC Ka Wah Bank Limited (the ‘Bank’) is a wholly-owned subsidiary of CITIC
International Financial Holdings Limited ("CIFH’), which is approximately 54% owned
by CITIC Group.

Under a strong and experienced management team, the Bank continues to grow its
businesses, and is recognised by the market as an innovative and progressive bank.
Our promises and commitment for the future are embedded in our vision to be a

leading financial services provider that brings exceptional value to our customers.

We operate 33 branches in Hong Kong, and two branches in the U.S. in New York
and Los Angeles. In the Mainland, we have two representative offices in Beijing and
Shanghai, and a wholly-owned finance company, China International Finance
Company Limited (Shenzhen). We are rated ‘Baa2’ by Moody’s Investors Service
and ‘BBB’ by FITCH.
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Consolidated Income Statement
Unaudited

The Board of Directors of CITIC Ka Wah Bank Limited (the ‘Bank’) is pleased
to announce the unaudited consolidated results of the Bank and its
subsidiaries (the ‘Group’) for the six months ended 30 June 2004 and the

‘:F‘Hﬁi? FERAEERZ B 8BRS R E Group’s state of affairs as at that date together with the comparative
BRHEFHT : figures as follows:
mealER Consolidated Income Statement
rEE
The Group
BEANA=+HLAEAR
Six months ended 30 June
—EEOEF —TT=F
RBER REEEZ 2t
2004 2003
Unaudited Unaudited Variance
B3 BE¥TT BT
Note HK$'000 HK$'000 %
FMEKA Interest income 2(a) 1,096,690 1,316,616 (16.70)
FEZH Interest expense (327,023) (536,134) (39.00)
5%%IJEH$U\ Net interest income 769,667 780,482 (1.39)
%)ﬂ&ﬁﬁﬂ&?\ Fees and commission
income 211,814 171,661 23.39
B A MAS > H Fees and commission
expenses (16,211) (19,821) (18.21)
Hith e A Other operating income 2(b) 33,944 54,306 (37.49)
FERBUA Non-interest income 229,547 206,146 11.35
PN Operating income 999,214 986,628 1.28
T Operating expenses 2(0) (438,762) (427,669) 2.59
RET AT EE Operating profit before
provisions 560,452 558,959 0.27
RIZAREE Charge for bad and
doubtful debts (53,565) (223,108) (75.99)
KR T Operating profit 506,887 335,851 50.93
TEEFEEEE Net profit on disposal
el of tangible fixed assets 15,248 68
BEE JHﬂ E5 M Provision written back on
A B HEMRD B held-to-maturity securities
and investment securities 80 3,387
Firflh — BB & A R Share of (losses)/profits of
(&), wF an associate (17,471) 40,368

CITIC Ka Wah Bank Limited | 2004 Interim Report



RIEEFEEZ (B)

Consolidated Income Statement

Unaudited (cont’d)
REE
The Group
BEAA=1THILLAKEA
Six months ended 30 June
—EENEF —TT=F
RBEX RICHEZ =2
2004 2003
Unaudited Unaudited Variance
B 5E BT T BT T
Note HK$’000 HK$'000 %
EBEBNT AN A Profit from ordinary activities
before taxation 504,744 379,674 32.94
I8 Income tax
NHARS I8 Current tax
— & - Hong Kong 3 (82,489) (44,505) 85.35
— 85 - Overseas 3 1,753 (707) (347.95)
AT IH Deferred tax 3 (8,059) (14,480) (44.34)
sG] Associate 3 3,875 (2,743) (241.27)
% B8 e Y ) Profit attributable
to shareholders 419,824 317,239 32.34
AHE R HEARE Interim dividends declared
during the period 211,000 150,551

FIEENAMMEE AR BRE 5 -
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The notes on pages 9 to 31 form part of this interim financial report.



Consolidated Balance Sheet

Unaudited

rEH
The Group
—EEONF —ET=F
ANA=+H +=A=+—H
RBRER K=z
As at As at
30 June 2004 31 December 2003
Unaudited Audited
B3 BT T BT
Note HK$'000 HK$'000
EE Assets
ReMhEHES Cash and short-term
funds 4&10 5,952,504 7,326,174
— & A& E a9 RTT Placements with banks
K E & R TT 5K and other financial
institutions maturing
after one month 10 174,239 646,373
B2 BRER Trade bills less provisions 185,671 452,489
FE Certificates of deposit 5& 10 1,787,584 2,059,100
HEMBELHKRE Other investments
in securities 6 3,970,340 2,262,980
BB HEMIRIE Advances to customers
LR and other accounts
less provisions 7(a) 40,140,440 40,386,077
BEEIHES KR Held-to-maturity securities
KERBH and investment securities 8 22,588,607 22,458,050
E NGV T Interest in associates 181,711 195,306
kS Goodwill 10,030 10,558
FEETIRE E Deferred tax assets 15(a) 41,289 49,348
BREEEE Tangible fixed assets 1,506,335 1,568,744
nEE Total assets 76,538,750 77,415,199
=0 Liabilities
HRIT R H A & R Deposits and balances
GEREEF of banks and other
financial institutions 10 3,748,533 3,486,079
BEPER Deposits from
customers 9& 10 57,606,112 58,414,884
BEITERE Certificates of
deposit issued 10 4,507,819 4,711,175
IRATHIA Current taxation 81,990 16,912
EEIBEE Deferred tax liabilities 15(a) 15 15
E M ARTE & A Other accounts and
provisions 1,156,296 1,578,937
NN Total liabilities 67,100,765 68,208,002

CITIC Ka Wah Bank Limited

| 2004 Interim Report



meEEEAEBXR Consolidated Balance Sheet

I
FaEEE (&) Unaudited (cont’d)
rEE
The Group
—EENEF —ET=F
NA=TH +=A=+—H
RBEX eI
As at As at
30 June 2004 31 December 2003
Unaudited Audited
B EE BT T BT IT
Note HK$’000 HK$'000
EE2RIF Capital resources
[i&N Share capital 2,393,341 2,393,341
it Reserves 11 2,754,840 2,544,134
RBRRES Shareholders’ funds 5,148,181 4,937,475
BEER Loan capital 4,289,804 4,269,722
B RFRAEE Total capital resources 9,437,985 9,207,197
EERESHKRHALE Total liabilities and
capital resources 76,538,750 77,415,199
FIRFEINBEMIEBAR BN BERE—HD ° The notes on pages 9 to 31 form part of this interim financial report.
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mERRBERR

Consolidated Statement of Changes in Equity

RAEEEZ Unaudited
rEH
The Group
—EEONF —ET=F
~A=+H ~NA=+H
RBEX RIEEZ
As at As at
30 June 2004 30 June 2003
Unaudited Unaudited
B3 BT T BT
Note HK$'000 HK$'000
R—H—B& Shareholders’ equity
IR R i 2 at 1 January 4,937,475
— MARTEHR - As previously reported 4,595,722
— R E RIRIETIE - Prior year adjustment
TEHE AR in respect of deferred
taxation 40,292
— B# - As restated 4,636,014
EHER Exchange differences 11(e) 1,882 =
REWRFZRATER Net gain not recognised
ope:ing ] in the income statement 1,882 =
eyl Profit attributable
to shareholders 419,824 317,239
REAR AR S Dividends approved during
the period (211,000) (150,551)
RANA=+H® Shareholders’ equity
PRIR MR at 30 June 5,148,181 4,802,702

CITIC Ka Wah Bank Limited

| 2004 Interim Report



S EEHERER Condensed Consolidated Cash Flow Statement

KRAEEZ Unaudited

EEH
The Group
BEANA=+HLAEAR

Six months ended 30 June

—EEONEF ZET=F
RBEX RIEEZ
2004 2003
Unaudited Unaudited
BT T BT
HK$’000 HK$'000
GEEOPE EFd Net cash (used in)/from operating
EBEENES activities
R (1,323,265) 732,391
xE (AR ®RE Net cash from/(used in) investing activities
EHHE 2 FHE 32,721 (7,544)
AR BB ERHY Net cash used in financing activities
WEFHE (266,036) (447,161)
ReERBEEFEEHR Net (decrease)/increase in cash and
CR 4 /&0 F48 cash equivalents (1,556,580) 277,686
R—A—HB&EE & Cash and cash equivalents
RE&EEEE at 1 January 7,660,522 5,432,384
RAA=THrES R Cash and cash equivalents
ReFEER at 30 June 6,103,942 5,710,070

&
e
p=rl
of
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rh B B 7 3R 5 P aE Notes to the Interim Financial Report

KRAEEZ Unaudited

(Br 15 55 BHSNAE B s B )

(Expressed in Hong Kong dollars unless otherwise indicated)

(1) mRER

(1) Basis of preparation

ARHPHHREEEEN AR BT REE
B (T€&R]) PrEHNEERRFM
(R R AT A I E - BT ER)
eI MRBEEEGSHAE (S EBE
AI) 2255 — [PHIMB®RE ] HEM
B o

APPSR E ARG EZIED HRFH
S EBARBEE LS A RMAN
CRBCERI) F7005% — [P BRE
BER ] EITERM - MESHESEER
S E S Sm B EHRE TINE48H -

APHPBREAMEEE—_STT=F1
A=t AUEMBRFERENFHERL N
BRASERZMRFR EERE - 8
BERAREZERR BE2_TT=F1
A=t RUEFEZAERARIRAIT
EVREM I REEREN - AN — TR
ZATN\BBLNZBEREET B8
FRBERTINERENER

R HREA S ¥ 5 IR IR AR B — T T =
EAEHBEREMEMOEABRM R
gl o

The interim financial report complies fully with the recommendations
in the Guideline on ‘Interim Financial Disclosure by Locally
Incorporated Authorised Institutions’ under the Supervisory Policy
Manual issued by the Hong Kong Monetary Authority (the "HKMA”)
and Statement of Standard Accounting Practice ('SSAP’) 25 ‘Interim
Financial Reporting” issued by the Hong Kong Society of Accountants
(the "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 page 48.

The financial information relating to the financial year ended 31
December 2003 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 2003 are available from
the Bank'’s registered office. The external auditors expressed an
unqualified opinion on those financial statements in their report dated
18 March 2004.

The interim financial report is prepared on a basis consistent with

the accounting policies adopted by the Group in the 2003 statutory

financial statements.

CITIC Ka Wah Bank Limited | 2004 Interim Report



rh B B 7 3R 5 P EE Notes to the Interim Financial Report

RIEEFEEZ (B)

(2) &EmR

Unaudited (cont’d)

(2) Operating profit

AR N B E NoI%IE ¢ The operating profit for the period is stated after taking account of

(a) FIEBKA

the following:
(a) Interest income

REEH
The Group
BEANA=+HLAEAR

Six months ended 30 June

—EENEF —ZTT=F
2004 2003
BT T BT IT
HK$'000 HK$'000
BHHBUWA Interest income on securities 445,929 451,063
HAF S MA Other interest income 650,761 865,553
1,096,690 1,316,616
(b) H&ZEWA (b) Other operating income
AEE
The Group

BEAA=+THILEAEA

Six months ended 30 June

—EENEF ZET=F
2004 2003
BT T BT T
HK$'000 HK$'000
Hibha Other revenue
REFEEMKRE Dividend income from unlisted
A% B A investments 6,338 4,959
W AR H Rental income less outgoings
159,0007T of $159,000 (2003: $117,000)
—ETT =
117,0007C) 2,570 5,092
8,908 10,051
HFE A Other net income
Hih B A& F Net (loss)/gain on other investments
(&518) mF in securities (10,562) 29,932
SVEE FF a1 Net gain arising from dealing in
foreign currencies 27,509 22,066
Hih BB EHBH Net gain/(loss) arising from other
Fm F, (B58) dealing activities 462 (14,583)
Hh Others 7,627 6,840
25,036 44,255
b Total 33,944 54,306

FEEERTERAF I



rh B B 7 3R 5 P aE Notes to the Interim Financial Report

FaEEE (&) Unaudited (cont’d)
(2) R&ERF (@ (2) Operating profit (cont'd)
() &WEXH (c) Operating expenses
rEH
The Group
BEAA=1tHILEAKEA
Six months ended 30 June
—sEnE —zz=4
2004 2003
BT T BT IT
HK$'000 HK$'000
= IB %N Staff costs
e hHAMESKA Salaries and other staff costs 252,314 214,614
RIRE A Retirement costs 17,083 17,628
BFERRHEZ Premises and equipment expenses
BFHS Rental of premises 17,164 25,893
e Depreciation 51,301 60,726
Hh Others 31,619 36,261
2 BREM B & Auditors’ remuneration 1,641 1,899
BEE Advertising 14,957 16,150
Bl Amortisation of goodwill 528 =
BIE  Hl & Communication, printing and
X &M m stationery 22,822 26,531
EEREXER Legal and professional fees 5,303 7,378
Hh Others 24,030 20,589
438,762 427,669

CITIC Ka Wah Bank Limited | 2004 Interim Report



rh B B 7 3R 5 P EE Notes to the Interim Financial Report

FaEEE (&) Unaudited (cont’d)
(3) BiE (3) Income Tax
e WEmR AT RO THIER Taxation in the consolidated income statement represents:
rEE
The Group
BEAA=THLAKEA
Six months ended 30 June
—EEONEF ZET=F
2004 2003
BT T BT
HK$'000 HK$'000
AHEIBIE - BE Current tax - Provision for
FEHERE Hong Kong Profits Tax
HANTRIE Tax for the period 82,489 45,928
BEFEDIE Over-provision in respect
AR (O] of prior years - (1,423)
82,489 44,505
AHEABIE — g IMBLIR Current tax - Overseas
HANTRIE Tax for the period 515 707
BEFEDIE Over-provision in respect
A1 (0] of prior years (2,268) =
(1,753) 707
EERIE Deferred tax
EMEE ZERMT Origination and reversal
ZH & [oad of temporary differences 8,059 18,257
b1 TR h Effect of increase in tax rate
—EE=F—H on deferred tax balances
— BRI IE at 1 January 2003
B - (3,777)
8,059 14,480
Frib — BB D R IE Share of an associate’s taxation (3,875) 2,743
HEEE Total income tax expense 84,920 62,435
BB NGB LA BN TR ET FE SR A A The provision for Hong Kong Profits Tax is calculated at 17.5% (2003:
BHE175% (ZTF=4F :17.5%) & 17.5%) of the estimated assessable profits for the period. Taxation
H o BINDTTRHIB ARIMTSK - BIIRR for branches and subsidiaries outside Hong Kong is charged at the
B SR Ac e P Hh [ B ER T AR R IR RN 1R appropriate current rates of taxation ruling in the relevant countries.
A o

FERERTERLAA | —ZTNFEP!
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H HA B 3 3R S B A Notes to the Interim Financial Report

FaEEE (&) Unaudited (cont’d)
4) BEREHES (4) Cash and short-term funds
rEE
The Group
—EEMF —ZTT=F
~A=+A +=A=+-~
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$’000 HK$'000
He KR IRTTAIE At Cash and balances with banks
SRMBIET R AT and other financial institutions 1,151,511 494,134
BIHA &% 52 HR 38 AT 31 Money at call and short notice 4,800,993 6,832,040
5,952,504 7,326,174
BVEA K2 X2 HA A 1F B 48 —1E A AR Hi 8y Money at call and short notice represents deposits of up to a
ke maximum of one month maturity.
(5) FF®E (5) Certificates of deposit
rEE
The Group
—EEMF —ZTT=F
~A=+A +=A=+-~
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$’000 HK$'000
BEZIHES Held-to-maturity securities
FE LT Unlisted 1,647,826 1,678,843
HibigE Other investments
FE LT Unlisted 139,758 380,257
1,787,584 2,059,100

CITIC Ka Wah Bank Limited | 2004 Interim Report



rh B B 7 3R 5 P EE Notes to the Interim Financial Report

FaEEE (&) Unaudited (cont’d)
(6) HttEEHERE (6) Other investments in securities
rEE
The Group
—EENEF ZET=F
AA=tH +=A=+-*H
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$'000 HK$'000
BEES Debt securities
REB LM Listed in Hong Kong 4,034 1,397
REBAIMbE _ETH Listed outside Hong Kong 316,147 1,523,272
JELET Unlisted 991,701 461,442
1,311,882 1,986,111
= Equity securities
REB LM Listed in Hong Kong 20,330 21,443
LT Unlisted 154,978 157,123
175,308 178,566
REES-F LW Investment funds - unlisted 2,483,150 98,303
3,970,340 2,262,980
HBFRENET The issuers of other investments in
BT securities are as follows:
R1T R H AL S mikiE Banks and other financial
institutions 315,256 1,514,774
ENAE] Corporate entities 3,602,698 488,427
NEHRE Public sector entities 52,386 259,779
3,970,340 2,262,980
RSN HE Market value of listed securities
BIE7E 5 Debt securities 320,181 1,524,669
e Equity securities 20,330 21,443
340,511 1,546,112

FEEERTARAA | —Z2ENEFEHFHRE



rh B B 7 3R 5 P aE Notes to the Interim Financial Report

FaEEE (&) Unaudited (cont’d)
(7) BEEERREMERIERES (7) Advances to customers and other accounts less
provisions
(a) EFEF AR EARIERERS (a) Advances to customers and other accounts less provisions
rEE
The Group
—EEMF —ZTT=F
~A=+H +=A=+—H
As at As at
30 June 2004 31 December 2003
BT T BT IT
HK$’000 HK$'000
EYSE PN Advances to customers 39,774,849 39,610,093
RIE AR Bl Specific provisions for bad
and doubtful debts (414,584) (513,582)
RIEERR— A General provisions for bad
and doubtful debts (517,755) (541,903)
38,842,510 38,554,608
RIT R H AL S B Advances to banks and
HEREETR other financial institutions 40,000 40,000
FERTRIE R HABAR Accrued interest and other
TH R ZE accounts less provisions 1,257,930 1,791,469
40,140,440 40,386,077

CITIC Ka Wah Bank Limited

| 2004 Interim Report
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RIEEFEEZ (B)

(7) BERE2RRHEMRERER @)

(b) TERAEHFRIETSBATCHEELD
LB BRI :

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

(7) Advances to customers and other accounts less
provisions (contd)
(b) Non-performing advances on which interest is being placed in

suspense or on which interest accrual has ceased are as follows:

AEE
The Group
REK

FERRENAR HEARHE RRIEE ZEAE

Total amount of loans Market value Specific Amount of

on which interest is of collateral provisions interest

placed in suspense held made in suspense

BT BETT BT BETR

HK$'000 %* HK$'000 HK$'000 HK$'000
R-ZEMF As at

~A=1H 30 June 2004 1,630,224 4.10 1,387,490 373,050 206,868
RIET=F As at

+—RA=+—H 31 December 2003 2,090,128 5.28 1,630,574 480,701 238,745

* AR RS E

RoBPMEAA=+ER-BE=41
—A=+—B  AEELEFEEALD
B IE S LS UL B F03R1T R B S R
B R AN L ERRER AR
BRI -

BERZBRNERIBES - IR
Bl -

FERERTERLAA | —ZTNFEP!
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*  Based on total advances to customers

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 2004 and 31 December

2003, 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.
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RIEEFEEZ (B)

(8) HEXZIBEZRRERS

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

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

The Group
—EENEF ZET=F
AA=tH +=A=+-*H
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$'000 HK$'000
BEZIHES Held-to-maturity securities
REALM Listed in Hong Kong 1,275,554 1,202,690
REBAIMBE _ETH Listed outside Hong Kong 7,477,096 8,294,091
8,752,650 9,496,781
JELET Unlisted 13,845,781 12,971,704
22,598,431 22,468,485
HEEE Provision for diminution
in value
FAEREHES Held-to-maturity securities (49,803) (50,418)
22,548,628 22,418,067
BREFZS Investment securities - debt
—EXKES securities
JELET Unlisted 15,932 15,932
RERS Investment securities - equity
-BRE securities
JELET Unlisted 24,047 24,051
22,588,607 22,458,050
BEESFRRENET The issuers of debt securities and
HEMT equity securities are as follows:
FR R U B R R ERTT Central governments and
central banks 1,055,775 1,190,249
R1T R H AL S mikrE Banks and other financial
institutions 12,737,666 12,962,613
JSENAT] Corporate entities 8,128,262 7,980,893
NEHRE Public sector entities 704,775 362,781
HAtb Others 11,932 11,932
22,638,410 22,508,468
EHRESETE Market value of listed
securities
BIEE S Debt securities 9,346,964 10,322,551

CITIC Ka Wah Bank Limited
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t HA B RS R B Notes to the Interim Financial Report

FaEEE (&) Unaudited (cont’d)
(9) BEFEXK (9) Deposits from customers
rEE
The Group
—ZENF —TT=F
~NA=1H +=-A=+—H”
As at As at
30 June 2004 31 December 2003
BET T BT
HK$’000 HK$'000
E B R R AR P A7 K Demand deposits and current
deposits 9,972,866 12,257,009
HEFEK Savings deposits 10,644,036 8,979,162
TEHR - BIEAR A HR@ANTF 5K Time, call and notice deposits 36,989,210 37,178,713
57,606,112 58,414,884

FEEERTARAA | —Z2ENEFEHFHRE
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RIEEFEEZ (B)

(10) E/HA B 247

Notes to the Interim Financial Report

Unaudited (cont’d)

(10) Maturity profile

AEME
The Group
AR
BEE Z@EAML —E0E
M EE BE R E-F ZLE EENE BHAAY L
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 BETT BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-ZEmE As at 30 June 2004
~E=ZTH
BE Assets
BehEHEs Cash and short-term funds 1,151,511 4,800,993 - - - - 5,952,504
—{EHAAEIER Placements with banks and
RTREMS R other financial institutions
WEEH maturing after one month - 151438 22,801 - - - 174239
U ES Tade bills - 174818 12,729 - - - 187,547
A& Certificates of deposit - 369,968 59,933 1,357,683 - - 1,787,584
HiBEHRE Other investments in securities
- EBES - debt securities - 33,800 6,606 1,262,473 4,925 4,078 1,311,882
EYSEE Advances to customers 2,777,363 3,739,088 4,563,340 16,612,420 11,060,281 1,022,357 39,774,849
AN e s Advances to banks and other
HEsT financial institutions - - - 40,000 - - 40,000
FEEIHESR Held-to-maturity securities and
REEH investment securities
- BRES - debt securities - 1,421,654 4,677,602 10,821,256 5,596,584 97,267 22,614,363
3,928,874 10,691,759 9,343,011 30,093,832 16,661,790 1,123,702 71,842,968
8 Liabilities
RITREM SR Deposits and balances
BREEIRER of banks and other
financial institutions 112,680 3,542,257 93,596 - - - 3,748,533
ZPEH Deposits from customers 20,616,902 35334,070 1,391,523 263,617 - - 57,606,112
BETENE Certificates of deposit
issued - 149,990 1,074,841 3,282,988 - - 4,507,819
20,729,582 39,026,317 2,559,960 3,546,605 - - 65,862,464

CITIC Ka Wah Bank Limited
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RIEEFEEZ (B)

(10) ZIHA B 2 47 (@)

Notes to the Interim Financial Report

Unaudited (cont’d)

(10) Maturity profile (cont'd)

F5E
The Group
=EAR
BEE =fEANME —FHE
IR ER SR EE 25 ZHE AENE  EIHAH et
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
AT AETr RBETr AT AETr  RBETr BEFT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZEZ=F As at 31 December 2003
+-R=1+-A
8E Assets
ReREHES Cash and short-term funds 494,134 6,832,040 - - - - 7326174
—{E A% 3HR Placements with banks and
ROREMER other financial institutions
BTN maturing after one month - 646,373 = = = - 646373
BI5E Trade bills 6517 368950 81,593 - - - 457,060
FaE Certificates of deposit - - 593,869 1,465,231 - - 2,059,100
HiBARE Other investments in securities
- ERES - debt securities - 145182 40,706 1,504,331 291,979 3913 1,986,111
KP#H Advances to customers 1969,410 4,287,032 4,673,187 15,364,994 11,848,124 1,467,346 39,610,093
ROREM SR Advances to banks and other
R financial institutions = = = 40,000 = = 40,000
FEEIHES Held-to-maturity securities and
RIZEES investment securities
- EBES - debt securities - 271,480 2981852 13,320,250 5,813,968 96,867 22,484,417
2,470,061 12,551,057 8,371,207 31,694,806 17,954,071 1,568,126 74,609,328
8% Liabilities
RITREM SR Deposits and balances
BREEIRER of banks and other
financial institutions 567,191 2,725,862 193,026 - - - 3,486,079
BN Deposits from customers 21236171 35649354 1,384,702 144,657 - - 58,414,884
BETENE Certificates of deposit
issued - 1,060,709 649,876 3,000,590 - - 4711175
21,803,362 39,435,925 2,227,604 3,145,247 - - 66,612,138
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Notes to the Interim Financial Report

Unaudited (cont’d)

(11) & (11) Reserves
rEE
The Group
—EEME —TT=F
AA=TH +=-A=+—H~
As at As at
30 June 2004 31 December 2003
BETT BT T
HK$'000 HK$'000
(a) KRIPIRE (a) Share Premium
R—A—BE~A At 1 January and 30 June/
=f+8/+=A 31 December
=+—H 282,930 282,930
(b) HAMEEEEE (b) Other property revaluation
reserve
R—A—BE~A At 1 January and 30 June/
=f+8/+=A 31 December
=+—H 11,945 11,945
() EXGE (c) Capital reserve
n—HA—H At 1 January 6,589 41,271
2 HEREBEF Transfer to retained profits - (34,682)
RANA=+H/ At 30 June/31 December
+=ZA=+—H 6,589 6,589
(d) —RfFEE (d) General reserve
R—A—B R~ At 1 January and 30 June/
=f+8/+=A 31 December
=+—H 100,000 100,000
(e) ERZER (e) Exchange differences
mw—HA—8 At 1 January (711) 2
rH/FE Current period/year 1,882 (713
RANA=+H/ At 30 June/31 December
+—A=1+—8 1,171 (711)
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Notes to the Interim Financial Report

Unaudited (cont’d)

(11) Reserves (cont'd)

rEE
The Group
—senF b
AB=+H +TZA=1+—H
As at As at
30 June 2004 31 December 2003
BT T BT
HK$'000 HK$'000
() REER (f) Retained profits
K—A—H At 1 January 2,143,381
— MNATER — As previously reported 1,766,233
— R ERET — Prior year adjustment in
PIRE R R respect of deferred taxation 40,292
—BE% - As restated 1,806,525
HEAFEEA Transfer from capital reserve - 34,682
RE/FEHF Profit for the period/year 419,824 653,725
AH/FEEIRE Dividends declared in respect
RIRR B, of the current period/year (211,000) (351,551)
RAR=+H/ At 30 June/
+=-—A=+—H 31 December 2,352,205 2,143,381
R Total reserves 2,754,840 2,544,134

BIERE & AP B 4%E67,006,0007T
—EE =1 80,602,0007T) AFT{HEE

ERAEMRE G o

Included in the retained profits is an amount of $67,006,000 (2003:
$80,602,000) being the retained profits attributable to associates.

i aEERMEASES CARUEMD) 5
48B {GFTEEE o

The application of the share premium is governed by section 48B of
the Hong Kong Companies Ordinance.
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FaEEE (&) Unaudited (cont’d)
(12) EEEERMER (12) Off-balance sheet exposures
(a) BEEBRAE (a) Contingent liabilities and commitments
NTREBRFESFEEREAEENEE The following is a summary of the contractual amounts of each
e significant class of contingent liabilities and commitments:
rEE
The Group
—EEONF —ET=4F
~A=+A +=A=+-~
As at As at
30 June 2004 31 December 2003
BE¥TT BT
HK$'000 HK$'000
BEEEERER Direct credit substitutes 1,132,908 1,096,253
HE S HENEIER Trade-related contingencies 1,160,055 1,635,365
HAhAGE - Other commitments:
—REEABE1FLA R - with an original maturity of
CIE:3EIS ! under 1 year or which are
unconditionally cancellable 10,185,056 10,387,731
—REBABE1F - with an original maturity of
A E 1 year or over 182,315 734,808
12,660,334 13,854,157
IEEBERAEREEEEBANIA & Contingent liabilities and commitments are credit-related instruments
PEEERRLER  FRE  RUEEENE which include acceptances, letters of credit, guarantees and
REAEE - P RAARER FHEREZ PR commitments to extend credit. The risk involved is essentially the
HEFPROEERRER - Bt - 5L same as the credit risk involved in extending loan facilities to
REGFERHEERD - AEEERIEER customers. These transactions are, therefore, subject to the same
ERERITEREPHERE - 5RSEERE credit application, portfolio maintenance and collateral requirements
BN DEIRIEZE AR PR R AE as for customers applying for loans. The contractual amounts
FEBRE S5 o BNME S A AeE B ERRED represent the amounts at risk should the contract be fully drawn
RENA - WEHNS BN IFTEARKIA LR upon and the client default. As the facilities may expire without
£ o being drawn upon, the contract amounts do not represent expected

future cash flows.
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FaEEE (&) Unaudited (cont’d)
(12) EEEERMER @ (12) Off-balance sheet exposures (cont’d)
(b) FTETHR (b) Derivatives
PTHETARERE ENZEEREE Derivatives refer to financial contracts whose value depends on the
EHNEEREEEEENABTEL o value of one or more underlying assets or indices.
NTEREAEEEBEENETANERS The following is a summary of the notional amounts of each
REHE significant type of derivatives entered into by the Group:
PN |
The Group
—EEMEXA=TA —EF=F+-fA=1—H
As at 30 June 2004 As at 31 December 2003
X5 i o) R5 i Fet
Trading Hedging Total Trading Hedging Total
BETR BETR BETR BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EXEH Exchange rate contracts
B S Forwards 1,557,652 - 1,557,652 1,059,391 - 1,059,391
EHR 5 Swaps 9,762,326 9,593,194 19,355,520 12,416,034 4,966,108 17,382,142
B Options purchased 147,152 - 147,152 172,189 = 172,189
B Options written 147,152 - 147,152 142,182 = 142,182
AEEH Interest rate contracts
FHXHREERS  Forwards and futures 2,589,482 - 2,589,482 2,173,677 - 2,173,677
EHR 5 Swaps 2,199,499 9,346,637 11,546,136 3,060,615 8,992,439 12,053,054
BAHE Options purchased 1,862,164 - 1,862,164 1,853,448 - 1,853,448
B Options written 2,040,160 - 2,040,160 2,031,079 - 2,031,079
RAEH Equity contracts
B A Options purchased - 6,706 6,706 = 12,044 12,044
B Options written - 6,706 6,706 = 12,044 12,044

20,305,587 18,953,243 39,258,830 22,908,615 13,982,635 36,891,250

A FBIR S ERAEBEEINE « FIZEKRE S The above transactions are undertaken by the Group in the foreign
MIZHEST - BETEMNBRESEEREAR exchange, interest rate and equity markets. The notional amounts
TR S - WIERRER - of these instruments indicate the volume of transactions outstanding

and do not represent amounts at risk.
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Notes to the Interim Financial Report
Unaudited (cont’d)

(12) Off-balance sheet exposures (cont'd)

(c) The replacement costs and credit risk weighted amounts of the above
off-balance sheet exposures of the Group are as follows. The Group
did not enter into any bilateral netting arrangements during the

period/year and accordingly these amounts are shown on a gross

basis:
rEE
The Group
—EEMFEXRA=TAH ZET=F+-RA=+—H
As at 30 June 2004 As at 31 December 2003
FERB EERER
BEMAK mELE BEERA MESFE
Credit risk Credit risk
Replacement weighted Replacement weighted
cost amount cost amount
BT T BT T BT BT
HK$'000 HK$'000 HK$'000 HK$'000
A BB KR Contingent liabilities and

commitments TEH N/A 1,101,291 NEA N/A 1,414,021
EEEH Exchange rate contracts 59,939 65,181 120,536 71,464
ES=ED Interest rate contracts 316,140 106,257 459,238 133,659
BHEL Equity contracts 65 294 50 599
376,144 1,273,023 579,824 1,619,743

EERAREEEMAREMEFEALH
BENSAKA Rt ABSFELHEN

2/ 428
e °

EERRINESRRERREE (RITE
&) BREEAT L RNMER=FTTE
TR - BURRE 85— 77 MBI & Z
HMIER - B B EMAERN AR IR
0%ZE100%TE @ MEX - K=K HA
ITETAAHAIA0%E50% T °

The replacement cost represents the cost of replacing all contracts
which have a positive value when marked to market and which have

not been subject to any bilateral netting arrangement.

The credit risk-weighted amount refers to the amount as computed
in accordance with the Third Schedule to the Hong Kong Banking
Ordinance on capital adequacy and depends on the status of the
counterparty and the maturity characteristics. The risk weights used
range from 0% to 100% for contingent liabilities and commitments,
and from 0% to 50% for exchange rate, interest rate and other

derivatives contracts.
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FaEEE (&) Unaudited (cont'd)
(13) SHEKRBRIMWEE (13) Assets subject to sale and repurchase transactions
NTEEKEEEHEEE RED : The following assets and liabilities are subject to sale and repurchase

transactions:

rEE
The Group
—EEONEF ZET=F
ANA=+H +=A=+—H
As at As at
30 June 2004 31 December 2003
BT T BT
HK$'000 HK$'000
uﬂi\%ﬁiiﬂ Included in held-to-maturity
BHEREEE securities and investment
BRI securities 2,786,214 2,010,227
B R AT R EAM Included in deposits and balances
‘:EF{E’%%T?M of banks and other financial
REERRES institutions 2,942,140 2,196,121
(14) EXFEAEARERS (14) Material related party transactions
NEIA - ZK%Eﬁ HERITEFBIED During the period, the Group entered into a number of transactions
EAE A A B R IZEAR A R ROFT B A Rl T with its holding companies and its holding companies’ subsidiaries,
TZBR5  EHEREEREE BEXK in the ordinary course of its banking business including, inter alia,
GFHREZEGER - 2HEEBER - AT lending, the acceptance and placement of inter-bank deposits,
RHHMINER H - BLERFHHEKEBE participation in loan syndicates, correspondent banking transactions
Hz R RHETT R 5 B 6) M B 35 A R and foreign exchange transactions. The contracts were priced based
C WERBEAEBEEMIZHREF on relevant market rates at the time of each transaction, and were
E’M%?MHIE o %?%EE%X%E&E & under the same terms as those available to other counterparties and
R 3R (R RGE customers of the Group. In the opinion of the directors, these

transactions were conducted on normal commercial terms.
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rh B B 7 3R 5 P aE Notes to the Interim Financial Report

FaEEE (&) Unaudited (cont’d)

(19) EXBEALRS (@ (14) Material related party transactions (cont‘d)
REAA - AEACRIHRE RN ZEZ Information relating to income and expense from related party
WERA=THBERAT transactions during the period and balances outstanding as at 30

June 2004 is set out below:

(@) WA (ZH) (a) Income/(expense)
rEE
The Group
BEANA=THIXEAR
Six months ended 30 June
—EEMEF —ZTT=F
2004 2003
BT T BT IT
HK$’000 HK$'000
AEWA Interest income 2,804 1,473
AMESLZH Interest expense (14,315) (18,229
HAn A Other income 6,844 3,170
Ef Other expense (1,510) (706)
(6,177) (14,291)
(b) ERAF (b) Holding companies
rEE
The Group
—EEMF —TT=F
~A=+H +=A=+—H
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$’000 HK$'000
PR EAM Advances to customers and
ARIER 2 other accounts less provisions 211 147
EETER Deposits from customers 996,031 1,935,131
H A BRI K A Other accounts and provisions 220,806 219,713
1,216,837 2,154,844
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FaEEE (&) Unaudited (cont’d)
(19) EXBEALRS (@ (14) Material related party transactions (cont‘d)
() BARKBAF (c) Fellow subsidiaries
rEH
The Group
—EENEF —ZTT=F
~A=+A +=A=+-~
As at As at
30 June 2004 31 December 2003
BT T BT IT
HK$'000 HK$'000
HeMOES Cash and short-term fund 18,001 371,785
PSR EEAM Advances to customers and
ARIRR other accounts less provisions 226,986 245,333
244,987 617,118
HR1T R L & @l Deposits and balances of banks
BT R R T and other financial institutions 98,641 127,602
REER Deposits from customers 1,603,218 1,141,413
H b ARIE R Other accounts and provisions 11,046 11,479
1,712,905 1,280,494
(d) BT (d) Associates
rEH
The Group
—EENEF —TT=F
ANA=TH +=A=+—H
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$'000 HK$'000
BEPER Deposits from customers 160,310 132,116

FEEERTARAA | —Z2ENEFEHFHRE



H HA B 3 3R S B A Notes to the Interim Financial Report

FaEEE (&) Unaudited (cont’d)
(19) EXBEALRS (@ (14) Material related party transactions (cont'd)
(e) EEERATZEE AT (e) Associates of the immediate holding company
rEE
The Group
—EEMF —ZTT=F
~B=+8A +=A=+-8
As at As at
30 June 2004 31 December 2003
BT T BT IT
HK$’000 HK$'000
PR EAM Advances to customers and other
ARIRR accounts less provisions 10,661 10,452
BEER Deposits from customers 1,020,205 448,872
H A BRI R A Other accounts and provisions 158 1,397
1,020,363 450,269

CITIC Ka Wah Bank Limited | 2004 Interim Report
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FaEEE (&) Unaudited (cont’d)

(15) IEZLEFIE (15) Deferred taxation

(a) ERFZANELEHEEERERE (a) Deferred tax assets and liabilities recognised
BRANGEEERBRPELHIBEER The components of deferred tax assets and liabilities recognised in
BENAE RN, FEZEEHWT the consolidated balance sheet and the movements during the period/

year are as follows:

AEE
The Group
HERBE
HEBERNE 1 &8 M
Depreciation
allowances in
excess of
related
EEBERAE : Deferred tax arising from: depreciation Provisions Losses Total
BETT BETT BETT BET T
HK$'000 HK$'000 HK$'000 HK$'000
N=ZTOF At 1 January 2004
—A—H 40,225 (89,558) - (49,333)
RE W KA M Charged to consolidated
income statement 3,334 4,725 - 8,059
R-22NF At 30 June 2004
AA=1H 43,559 (84,833) - (41,274)
RZTT=F At 1 January 2003
~A—H
— MATER - as previously reported = = = -
— AIFERHREE - prior period adjustments 48,301 (74,718) (13,875) (40,292)
— BEW - as restated 48,301 (74,718) (13,875) (40,292)
IR WS R AMEE, Charged/(credited)
(#¢m) to consolidated
income statement (8,076) (14,840) 13,875 (9,041)
RZET=F At 31 December 2003
+TZH=1+—H 40,225 (89,558) - (49,333)
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rh B B 7 3R 5 P aE Notes to the Interim Financial Report

FaEEE (&) Unaudited (cont’d)
(15) EZERIH (&) (15) Deferred taxation (cont'd)
(a) ERANEEHREEEREE &) (a) Deferred tax assets and liabilities recognised (cont’d)
rEE
The Group
—EEONF ZET=F
~A=+A +=A=+-~
As at As at
30 June 2004 31 December 2003
BT T BT
HK$'000 HK$'000
R EBBERER Net deferred tax asset recognised
FHIRETIR A E on the balance sheet (41,289) (49,348)
R EBBERERE Net deferred tax liability recognised
FRIERIAE R on the balance sheet 15 15
(41,274) (49,333)
(b) REZAWELEREBEE (b) Deferred tax assets unrecognised
RNEEARERNIRLERIEE E 2 WIS EE The Group has not recognised deferred tax assets in respect of tax
2 BIA13,755,0000 (ZEZ =4 : losses of $13,755,000 (2003: $11,883,000). The tax losses do not
11,883,0007T,) ° RIRFRITRAES (RG] - 0 expire under current tax legislation.

HEET A -

CITIC Ka Wah Bank Limited | 2004 Interim Report
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(1) MBRRABE

Supplementary Financial Information

Unaudited

(Expressed in Hong Kong dollars unless otherwise indicated)

(1) Summary of financial position

rEE
The Group
—sEmE —23=f
AA=tH +-A=+—~H g4t
As at As at
30 June 31 December
2004 2003 Variance
BETT BT IT
HK$'000 HK$'000 %
BRI Loans and advances 39,962,396 40,067,153 (0.26)
B ERER Loan loss provision 934,214 1,060,056 (11.87)
BERE Total assets 76,538,750 77,415,199 (1.13)
MBS EEFHE Average interest earning assets 70,902,712 72,534,556 (2.25)
T 4esE Total deposits 62,113,931 63,126,059 (1.60)
REE S Shareholders' funds 5,148,181 4,937,475 427
BT E Financial ratios
BART B E — REHE Capital adequacy - unadjusted* 16.73% 16.30%
BT R R — iR+ Capital adequacy - adjusted** 16.02% 16.02%
T RENE by e+ Average liquidity***
“EENFE—F—HZENNA=TH 1/1/2004-30/6/2004 47.38% TEFA N/A
ZZTT=F—HA—HZE A=1H 1/1/2003-30/6/2003 TEA N/A 48.34%
EREFERLLE Loans to deposits 64.34% 63.47%
BT EERAELE Loans to total assets 52.21% 51.76%
—REBBEL X General provision coverage 1.30% 1.36%
MEERL X Property lending 35.49% 38.72%
XA L CRETERT) Cost to income (before goodwill) 43.86% 47.14%
ABMALLE (REEE) Cost to income (after goodwill) 43.91% 47.14%
BEBRE Return on assets 1.10% 0.87%
R E © EHE Return on shareholders’ funds 16.74% 13.66%

* %

* Kk Kk

FEEERTERAF I

REAEEAR LR ERBEESERRE
BERNAMRE  BATREETHERR
A GHEE  WEFEEE (RITEK
BI) IR =mEEHH -

KRABREAF R EEZBEERNTS
Rk RRSERRMAN (s ERE
FRMWEAR) 15| RERERBERTR
LEEBR & HEEAE -

FEORBECHERESERREE BN
FTRRE » AT RETHBARNAHE
% WAREEE GRITEED Kixm
YRS

SETmEETHRE

* %

* Kk Kk

The unadijusted capital adequacy 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
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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(2) HIRRBIREREARER

Supplementary Financial Information

Unaudited (cont’d)

(2) Capital base after deductions

—gEns RETELS
ANA=+H +=A=+—H
As at As at
30 June 2004 31 December 2003
BT T BT
HK$'000 HK$'000
BOEZR Core capital
BB AR Paid up ordinary share capital 2,393,341 2,393,341
&= E Share premium 282,930 282,930
& Reserves 2,382,958 2,157,024
VeSS Deduct: Goodwiill (10,030) =
BOEREEE Total core capital 5,049,199 4,833,295
BB ER Eligible supplementary capital
b 1) S bz 0 e Reserves on revaluation of land
EihEE and interests in land 8,362 8,362
REE—AR AR General provisions for doubtful debts 519,630 546,474
KAIRIBIEIE Perpetual subordinated debt 1,949,911 1,940,783
BHIRERER Term subordinated debt 1,403,936 1,397,364
BB ERATE Total eligible supplementary capital 3,881,839 3,892,983
HBR R 1 A 42 Total capital base before
ERER deductions 8,931,038 8,726,278
48 A B R 18 Deductions from total
capital base (135,860) (511,734)
HIBR R IE Total capital base after
BEARER deductions 8,795,178 8,214,544

CITIC Ka Wah Bank Limited
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7 I i E E Supplementary Financial Information

FaEEE (&) Unaudited (cont’d)
(3) »HER (3) Segmental information
(a) TESD (a) By geographical area
*Efﬁﬁ ErFELEME - BN On the basis of the location of the principal operations of the Group
IR E A B EREEN K EELKN or, in the case of the Bank, on the location of the branches responsible
nﬁﬁﬂ%ﬁﬁ s AREXEZECEBLEE for reporting the results or booking the assets, the Group operates
7% - AREE90% A LA ~ TR predominantly in Hong Kong with over 90% of the Group’s operating
M BEE - BaE - BEEEREEY income, profit before taxation, total assets, total liabilities, contingent
REBBABEBBBFEBERE o liabilities and commitments arising therefrom or booked therein.
ARE
The Group
“ZEEMERAZTA —ET=4+-A=1+—H
As at 30 June 2004 As at 31 December 2003
BHER BEER
BEFBX RBH  TEREX RP#HN R#EZR  PEOER
Overdue Non- Overdue Non-
Advances to loansand  performing ~ Advances to loans and performing
customers advances loans customers advances loans
BT T BT T BT T BB BT BB
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B Hong Kong 32,554,338 935,710 1,025,790 32,515,584 1,514,868 1,483,817
s Mainland China 5,119,935 501,907 503,549 4,670,115 500,555 502,561
xH USA 598,876 - - 559,575 - -
Hi Others 1,501,700 75,656 100,885 1,864,819 109,531 103,750

39,774,849 1,513,273 1,630,224 39,610,093 2,124,954 2,090,128

T BEESTNEN RIS S The above geographical analysis is classified by the location of the
FriEsEl s - RREREZEEN © B counterparties after taking into account the transfer of risk. For a claim
R 5 NRBBE RS — 7 L BRA &R guaranteed by a party situated in a country different from the counterparty,
[B\ B R B AR 7 R B R BRIB AR © $R1T 3K risk will be transferred to the country of the guarantor. For a claim on the
Hih Sp#E ST EERRAIEEHA branch of a bank or other financial institution, the risk will be transferred
ERPTEBI R BV BRIE AR o to the country where its head office is situated.

EPTRABEREEN AL LRIAK Non-performing advances to customers are those advances on which
EAFIEETE B o interest is being placed in suspense or on which interest accrual has ceased.
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RIEEFEEZ (B)

(3) ZHMEH &)

(b) #EBED

AEBEE RN FRHERTRAARE S AR
15 o U TRAEEEZEBAEKED

Ev 3

ERRTT

ESv

MERY

ADBECER

TERRERERFOR
% EEMEENR - H
HHBIEE « EH%ER
BRHEE -

TERRESRE -
REERMEMBEE
o

BREHRIMNER 5 R
B BemGEE &
BREFBSFNMNPRRS

B o

BEEATOERT
B AR EEH
EREVIEMRIIRE o

ES
BE
)

Supplementary Financial Information

Unaudited (cont’d)

(3) Segmental information (cont’d)

(b) By business segment

The Group is principally engaged in the provision of banking and

related financial services. The Group comprises the following main

business segments:

Retail banking business:

Wholesale banking business:

Treasury:

Unallocated:

CITIC Ka Wah Bank Limited

It mainly comprises deposit account
services, residential mortgages, other
consumer lendings, credit card

services and finance leases.

It mainly comprises trade financing,
syndicated loans and other corporate
lendings.

It covers provision of foreign exchange
services, money market activities,
management of investment securities
and central cash management.

It mainly comprises the Bank’s
premises and any items which cannot
be reasonably allocated to specific
business segments.

| 2004 Interim Report
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(3) ZHER @
(b) ZEBED &)

Supplementary Financial Information
Unaudited (cont’d)

(3) Segmental information (cont’d)

(b) By business segment (cont’d)

BN S

The Group

BEAA=THILAEA

Six months ended 30 June

—BENE —TT=H —EEIME —TT=H

2004 2003 2004 2003

R ik FET N EET N

Profit* Profit* Operating Operating

income income

o £

Restated Restated

BT T BETT BETR BETT

HK$°000 HK$'000 HK$°000 HK$'000

TERITER Retail banking business 170,264 36,877 437,891 415,422
ERITER Wholesale banking business 197,836 65,924 363,434 316,967
MEEH Treasury 132,764 182,831 179,350 227,402
ROBLE Unallocated 3,880 94,042 18,539 26,837
504,744 379,674 999,214 986,628
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*  Profit from ordinary activities before taxation

Profit from ‘Unallocated’ included share of losses of an associate
amounting to $17,471,000 (2003: share of profits of $40,368,000).

The transfer pricing methodology has been revised and the function
of central cash management has been reallocated from ‘Unallocated’
to ‘Treasury’. Management considered the above changes reflect
better the Group’s internal organisational and management structure
and its system of internal financial reporting. The comparative figures

have been restated to conform with current period’s presentation.



MM BER

RIEEFEEZ (B)

(4) BEFER—RITREED

Supplementary Financial Information

Unaudited (cont’d)

(4) Advances to customers - By industry sectors

TEH
The Group
—EENE T
A~A=t+H +=—A=+—8~ e
As at As at
30 June 2004 31 December 2003  Variance
BT T BETT
HK$°000 % HK$'000 % %
AREBEBRER Loans for use in Hong Kong
TEkemA Industrial, commercial
and financial
—MEEE - Property development 329,090 0.83 327,555 0.82 0.47
—MERE - Property investment 3,787,673 9.52 4,090,359  10.33  (7.40)
— SRR - Financial concerns 2,466,022 6.20 2,647,514 6.68 (6.86)
—REEL - Stockbrokers 19,996 0.05 20,519 0.05  (2.55)
—HERTEZS - Wholesale and retail trade 1,983,162 4.99 2,240,916 5.66  (11.50)
—BlEE - Manufacturing 3,821,437 9.61 3,506,532 8.85 8.98
—ERFE NERRE - Transport and transport
equipment 5,117,223  12.87 4,551,838  11.49  12.42
—Hh - Others 3,839,535 9.65 3,761,929 9.50 2.06
fEA Individuals
—-BABERHE - Loans for the purchase of
TE - AAERE flats under the Home
A2 EEEER Ownership Scheme,
FEIREEE Private Sector Participation
HEFEIE A Scheme and Tenants
MEXR Purchase Scheme 20,934 0.05 23,979 0.06 (12.70)
—BAHMEE - Loans for the purchase of
MERNER other residential properties 10,001,252 25.14 10,920,086 27.57  (8.41)
—ERAEEMR - Credit card advances 412,375 1.04 426,249 1.08  (3.25)
—Hh - Others 999,259 2.51 1,409,427 3.56 (29.10)
ZoME Trade finance 2,161,317 5.43 1,913,475 483 1295
BB AN @ Loans for use outside
WEXR Hong Kong 4,815,574  12.11 3,769,715 952 27.74
39,774,849 100.00 39,610,093 100.00 0.42

CITIC Ka Wah Bank Limited
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Supplementary Financial Information

Unaudited (cont’d)

suspended interest)

overdue for periods of:

(5) Overdue advances to customers (net of

The gross amount of advances, net of accrued interest that has been

capitalised but accrued to a suspense account, which have been

rEE
The Group
—EEME ZTT=F
AA=1H +=-A=+—8~
As at As at
30 June 2004 31 December 2003
BETT BT T
HK$'000 % * HK$'000 %*
—3@AALEZE6EA - 6 months or less but over 3 months 142,535 0.36 165,835 0.42
—6fE AL EZE 145 - 1 year or less but over 6 months 97,352 0.24 307,408 0.77
—1FME - over 1 year 1,273,386 3.20 1,651,711 417
o Total 1,513,273 380 2,124,954 5.36
B A B R Secured overdue advances 1,086,547 1,388,339
AR 58 B A X Unsecured overdue advances 426,726 736,615
1,513,273 2,124,954
HEEEHBHRRRE R Market value of collateral held against
Bm{E the secured overdue advances 1,976,235 1,738,316
R Rl Specific provisions made 330,462 410,020

* AR RSREE

A=+

FEEERTERAF | =

R-ZEZMFERA=TER_TT=F+
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ARYSRTT R EAD & R 2K -

*  Based on total advances to customers

December 2003.

TEWNERTFHRE

There were no advances to banks and other financial institutions

which were overdue for over 3 months as at 30 June 2004 and 31
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Supplementary Financial Information

Unaudited (cont’d)

(6) Reconciliation between overdue loans and

# 8k advances and non-performing loans
rEH
The Group
—EENEF —ET=F
NA=TH +=A=+—H
As at As at
30 June 2004 31 December 2003
BT T BT IT
HK$'000 HK$'000
£ HRER A 31 A 7Y Advances to customers overdue
BERRK for more than 3 months 1,513,273 2,124,954
R B R A 3E A Less: Amount overdue for more
DA than 3 months and on
B FRIR which interest is still being
accrued (132,171) (247,895)
hn o wHEA3E A AT Add: Amount overdue for 3 months
SARBHIMERE or less, or not yet overdue
AT GARIR and on which interest is
HEFELFE being placed in suspense
B 5RIE or on which interest
accrual has ceased 72,565 84,187
hn o A BEAERERIE Add: Rescheduled advances on
HEFELFE which interest is being
EOERZEEN placed in suspense or on
which interest accrual has
ceased 176,557 128,882
AMERRALERIASK Advances to customers on which
BiFIEETE interest is being placed in
EOEY RN suspense or on which interest
accrual has ceased 1,630,224 2,090,128

CITIC Ka Wah Bank Limited

| 2004 Interim Report
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Unaudited (cont’d)

(7) Other overdue assets

AREH
The Group
—sEns —zE=f
AB=+A +=A=+—8
As at As at
30 June 2004 31 December 2003
BT T BT IT
HK$’000 HK$'000
B S RIBETE The gross amount of trade bills
B s - which has been overdue for:
—6fEA A EZE14F - 1 year or less but over 6 months - 1,162
BB EIHESFERE Held-to-maturity securities
B s - which have been overdue for:
—6fEA A EZE14F - 1 year or less but over 6 months - 69,409
—1FAE - over 1 year 85,335 15,526
85,335 84,935
(8) EEERX (8) Rescheduled loans
AREH
The Group
—EEMF —ZTT=F
~A=+H +=—A=+—H
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$’000 % * HK$'000 % *
EERER Rescheduled loans 443,646 1.12 517,916 1.31

* AR RS E

BERENREEPE AT BN ERE
INERE KM AL Ty R B B R AT 8l
ZEFR - MER] < B IERE AN EE T
BAFE—MREEBER - IR EFPEER
REHRaRBB=[EH &%  1E
WA EEG)B I E KA

R-ZEZMFERA=TER_TZT=F+
—A=1T—H AEEYESENRTR
Hit e mgBsaE® -

*  Based on total advances to customers

Rescheduled advances are those advances which have been
restructured or renegotiated because of a deterioration in the financial
position of the borrower, or the inability of the borrower to meet
the original repayment schedule and for which the revised repayment
terms are non-commercial to the Group. Rescheduled advances to
customers are stated net of any advances that have subsequently
become overdue for over 3 months and reported as overdue advances
in note (5).

There were no advances to banks and other financial institutions
which were rescheduled as at 30 June 2004 and 31 December 2003.
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Unaudited (cont’d)

(9) BMEIEE (9) Repossessed assets
rEE
The Group
—EEMF —TT=F
~A=+H +=A=+—H
As at As at
30 June 2004 31 December 2003
BT T BT T
HK$’000 HK$'000
BEFFARFEZR K Included in advances to customers
E b ARIEH and other accounts 239,887 325,393
(10) EEZE b2 (10) Currency risk

AEEXRBEE - FEEREBEINESR
MEXRRHERFRENT - AEE RS
W R F R R B RITRA S
MERFARRMABS)G)F FER T AFE o

The information concerning the foreign currency exposures of the
Group arising from trading, non-trading and structural positions is
disclosed as follows. The net options position reported is calculated
in accordance with the methods set out in the banking return ‘Foreign
Currency Position’ (MA(BS)6) submitted to the HKMA.

K&
The Group

ZEEIMERA=TA —FE=F+-f=1-H

As at 30 June 2004 As at 31 December 2003
AER Equivalent ESH N 2ty k] e ARE it wE
BETT in HK$'000 US dollars Renminbi Other Total US dollars Renminbi QOther Total
HE&E Spot assets 25,623,015 283,130 4,389,481 30,295,626 26,057,334 225983 5,551,948 31,835,265
HEafE Spot liabilities (25,004,872) (62,325)  (5.231,943) (30,299,140) (24,566,069 (9,157)  (5,320,448) (29,895,674)
BB Forward purchases 10,185,686 - 3,005557 13,191,243 9,986,595 - 2,378,099 12,364,694
EHEH Forward sales (10,750,265) - (2162,819) (12,913,084) (8,239,058) - (2,621,242) (10,860,300)
HERTE Net options position - - - - 23,051 = 128,193 151,244
RRFE Net long position 53,564 220,805 276 274,645 3,261,853 216,826 116,550 3,595,229

R FEERRRER N AFE

The net options position is calculated using the worst case approach.

CITIC Ka Wah Bank Limited | 2004 Interim Report
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FaEEE (&) Unaudited (cont’d)
(1) EIEERE (11) Cross-border claims

BRERENEEERBRLETERT
RBRERRIER 55— EiEt BRI E
2 o IR ZH TRMNBERN—TEHTE
REVEREE R A5 88 EHE R T W BIRARIA
e IRITE M REE D TEVERER
A= HARAERRNKREAST - BER
S IEE RIS ERE10% A ERERIBIR
SR AR T

Cross-border claims are on-balance sheet exposures of counterparties
based on 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 institutions, the risk will be transferred to the country
where its head office is situated. Claims on individual countries or
areas, after risk transfer, amounting to 10% or more of the aggregate

cross-border claims are shown as follows:

RITR
Hih SRS DNEWE Hith HEE
Banks and
other financial Public sector
institutions entities Others Total
BT T BT T BT T BET T
HK$'000 HK$'000 HK$'000 HK$'000
R-ZBEENFEAA=1H As at 30 June 2004
BERUNPEAE Asia and Pacific excluding
Hong Kong 5,861,565 186,681 6,906,923 12,955,169
H B of which Australia 3,292,933 556 52,430 3,345,919
HifE of which Mainland China 1,519,826 185,060 5,922,334 7,627,220
FE Western Europe 12,474,666 1,499 3,794,821 16,270,986
HAkE of which France 1,639,893 - 809,657 2,449,550
Hp@EE of which Germany 2,646,488 - 339,556 2,986,044
HARE of which United Kingdom 3,244,446 532 602,584 3,847,562
RZTZE=F+-_A=+—H Asat 31 December 2003
BEANINEXR SR Asia and Pacific excluding
Hong Kong 6,886,634 187,909 5,368,617 12,443,160
H AN of which Australia 3,314,907 = 58,420 3,373,327
Hed of which Mainland China 2,076,200 187,909 4,745,267 7,009,376
pii] =g Western Europe 15,428,297 - 4,997,868 20,426,165
H % E of which France 1,996,503 = 810,627 2,807,130
Hrp {2 of which Germany 4,155,222 - 1,273,093 5,428,315
H A 5 of which United Kingdom 4,361,105 - 830,528 5,191,633
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Supplementary Financial Information
Unaudited (cont’d)

(12) Risk management

(i)

The Bank manages various types of risk mainly through the Group
Risk Management Department under the close supervision of the
board-level Credit & Risk Management Committee ('CRMC’). The
CRMC defines and delegates risk approval authorities to different
risk committees including the Asset and Liability Committee ('ALCO’),
the Credit Committee and the Non Performing Loan Committee,
comprising the Chief Executive Officer, the Chief Credit & Risk Officer,
business heads and other senior management.

The Group Risk Management Department was reorganized in the
first quarter of 2004 to centralize and consolidate the various
functional and specialized risk management units of the Bank under
the auspices of Group Risk headed by the Chief Credit & Risk Officer,
and is mandated to manage credit, market, and other risks at both
the Bank and its subsidiaries.

The Group Risk Management Department is the central focal area
where the Bank’s risk portfolios are quantified, monitored and
managed.

Credit risk management

Credit risk is the risk of loss arising from a customers or counterparty’s
inability to meet its financial obligations. The Bank is exposed to
credit risk through its lending, trading and capital markets activities.
The Bank defines the credit exposure to a customer as the amount
of maximum potential loss arising from all these activities. These
exposures include both on- and off-balance sheet transactions,
including unfunded lending commitments such as loan commitments,
letters of credit and financial guarantees.

The Bank’s credit risk management practices are designed to preserve
the independence and integrity of the risk assessment process. The
Bank assesses credit risk based upon the risk profile of the borrower,
source of repayment and the nature of the underlying collateral after
giving consideration to current events and market developments.
Credit risk is also managed at portfolio levels in terms of product,
industry and geography to manage concentration risk.

Credit policy manuals and control procedures are regularly revised
and updated to ensure that credit risk is adequately assessed, properly
approved, continually monitored and proactively managed.

CITIC Ka Wah Bank Limited | 2004 Interim Report
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Supplementary Financial Information
Unaudited (cont’d)

(12) Risk management (cont’d)

(i)

(iii)

Liquidity risk management

The Bank must be able to meet all customer claims in both normal
and emergency circumstances in addition to meeting all regulatory
requirements and complying with statutory liquidity ratios. To adopt
proactive liquidity management, the Bank has issued long-dated
certificates of deposit regularly and has also arranged re-purchase
agreement facilities on its liquid investment portfolio.

Market risk management

CRMC and ALCO establish the limits on market risk exposure that
are being monitored by the Market Risk Management Unit (‘MRM’)
under the Group Risk Management Department. The Bank’s Treasury
Department is the centre point to take on market risk exposures
through customer flows, short-term market views and longer term
strategic views. MRM ensures that the exposures are within

established position and sensitivity limits.
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(12) B2 EE (&)
(i) THERBREE (F)

(12) Risk management (cont’d)

(iii) Market risk management (cont’d)

HE_ZZTWOFEA=+HIE¥ESF  A1T7
ERENEEEREHF - FHIEAESE
7%100,0007T - @& EEREETHER
E518/545,0007T ° LA TN BB RATTER
BEHBEDMHE -

For the half-year ended 30 June 2004, the average daily profit and
loss from the Bank’s trading activities in interest rate risk was a loss
of $100,000. The average daily total trading profit and loss was a
loss of $45,000. Below is a histogram of the Bank’s daily trading

profit and loss.

ZEENMFLYF (—AEXA) HEANEXREERRAERSH
Daily Distribution of Trading Revenue for the Half Year 2004 (Jan-Jun)

ES S

Number of Days

WA (B¥BEET)
Revenue (HK$ million)

B BE-FEMFE A= TAIEEE
EBKAEA S

. EB - B AR AER19,840,000
7T - T B &R & AERA15,553,000
TC o M22RZ EEBRERABE - AN178%
REERTHEBLCOK - EHMHEFZ
&5 58 A B ESEE0TEL500,0007T
2 HHIR24K o

Figure:  Daily distribution of trading revenue for the half-year ended
30 June 2004

From the chart above, the maximum daily loss was $19,840,000
and the maximum daily gain was $15,553,000. Out of the 122
trading days for the period, there were 60 days with trading losses.
A daily loss between $0 and $500,000 has the highest occurrence
of 24 days.

CITIC Ka Wah Bank Limited | 2004 Interim Report
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Supplementary Financial Information
Unaudited (cont’d)

(12) Risk management (cont’d)

(iv)

(v)

(vi)

Capital adequacy management

The Bank has structured and is maintaining a strong capital base to
support the development of the Bank’s business and to meet statutory
capital adequacy ratios. As disclosed in note (1) above, the Bank'’s
unadjusted capital adequacy ratio and adjusted capital adequacy ratio
were 16.73% and 16.02% respectively as at 30 June 2004, well
above the statutory minimum ratio.

The Bank allocates its capital to various banking activities depending
on the risk taken by each business division. Certain financial
subsidiaries, as specified by the HKMA, are subject to the HKMA'
capital requirements for its regulatory supervision purposes.

Foreign currency risk management

The Bank’s foreign exchange risk stems from taking foreign exchange
position, commercial dealing, investment in foreign currency securities
and operations of overseas branches. All foreign exchange positions
are subject to exposure limits approved by ALCO. The average daily
foreign exchange trading profit and loss for the half-year ended 30
June 2004 was a loss of $5,000.

Interest rate risk management

The mismatch arising from interest rate profile of the Bank’s assets
and liabilities, which gives rise to interest rate risk for the banking
book, is overseen by the ALCO. This interest rate risk comprises
basis risk among different interest rate benchmarks, yield curve
movements, interest rate repricing risk and embedded options, if
any. ALCO reviews interest rate risk of the banking book through
gap mismatch reports, sensitivity analysis and various earnings
scenario analyses. To mitigate interest rate risk, the Bank has used
interest rate derivatives, mainly interest rate swaps, to hedge both
assets and liabilities.

(vii) Other trading activities

For the half-year ended 30 June 2004, there has been some
commodity trading limited to gold with an average daily trading loss
of $9,000.

The Bank has invested part of its excess liquidity into external funds
to enhance the return starting in May 2004. The average daily mark-
to-market profit and loss for the half-year ended 30 June 2004 was
a gain of $195,000 inclusive of all funds invested.
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(12) B2 EE (&)
(viii) 2B RERBERE

(12) Risk management (cont’d)

(viii) Operational risk management
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Operational risk is the risk of losses which the Bank may incur as a
result of inadequate or failed processes, technology, infrastructure,
personnel or from external events. Operational risk is not new to
banks. Significant operational risk events in recent years (e.g. 911,
SARS, Baring, etc) have highlighted the need to manage operational
risk more effectively by taking a broader and more comprehensive
view. Technology and operational issues remain critically important,
but other areas, which could lead to operational losses, must be
managed as well.

The Bank manages its operational risk through the Operations &
Control Committee, which comprises the Chief Operating Officer as
the chairman and senior staff from various business lines and support
functions. One of the key tasks of the Operations & Control
Committee is to periodically review, update, and test as necessary

the operational policies, procedures and contingency plans.

The Bank currently manages operational risk through a number of
ways, such as:

—  Operations and technology policies and manual are developed
and reviewed annually to ensure processes are adequately

considered and defined.

—  Human resources policy and practices are established to define
and encourage proper staff behavior, and that staff are qualified
and trained for their roles.

—  New products and services are evaluated to ensure that staff,
processes, and technology can adequately support prior to

launching.

—  Contingency plans are set up and tested annually for major
events such as major failure of data centre caused by fire or
other events; loss of operating site and/or personnel including
911- or SARS-like events; and sudden and massive customer
withdrawal due to market rumors or other reasons.

CITIC Ka Wah Bank Limited | 2004 Interim Report
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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 3 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.

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 2004.

KPMG

Certified Public Accountants

Hong Kong, 17 August 2004
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Report of Chief Executive Officer

1.0

2.0

3.0
3.1

3.2

Operating environment

Boosted by the individual travel scheme and Closer Economic
Partnership Arrangement (‘CEPA"), the Hong Kong economy
continued to improve. In view of improving trends in employment
and bankruptcies, and a rebounding property market, CITIC Ka
Wah Bank Limited (the ‘Bank’) re-entered the retail lending market
in the second quarter by launching a brand new unsecured personal
loan product and a comprehensive range of mortgage plans. The
Bank has pursued retail lending businesses again in an active way
to build new revenue sources.

Awards

The Bank was awarded a Certificate of Merit in the 2004 HKMA
Quality Award organised by The Hong Kong Management
Association, the only bank that received the Quality Award this
year, in recognition of its achievement in implementing quality
management.

Business performance

Earnings

For the six months ended June 2004, the Bank’s operating profit
before provisions was HK$560 million, representing a 0.3%
increase from the same period in 2003. Due to improvement in
asset quality, net specific provisions for retail and corporate loans
dropped sharply by 92.6% and 45.2% respectively from the same
period last year. Coupled with a HK$27 million release in general
provisions, charge for bad and doubtful debts dropped substantially
by 76.0%, leading to a 50.9% surge in operating profit to HK$507
million. However, as the performance of CITIC Capital Active
Partner Fund Limited was adversely affected by market volatility,
the Bank’s net loss arising from associates amounted to HK$17
million. Despite this, profit attributable to shareholders rose 32.3%
to HK$420 million.

Net interest income

Despite yield on loans was depressed by intense competition among
banks, the Bank’s interest expenses declined by nearly 40% from
the same period last year as it effectively lowered the funding
cost. As a result, net interest income only recorded a small decrease
of 1.4% to HK$770 million. Net interest margin narrowed slightly
by one basis point to 2.18% from the same period last year.

CITIC Ka Wah Bank Limited | 2004 Interim Report
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Report of Chief Executive Officer

(cont’d)

3.0
3.3

34

3.5

Business performance(cont‘d)

Non-interest income

The Bank’s non-interest income recorded favourable performance,
up 11.4% to HK$230 million from the same period last year.
Wealth management services continued to register satisfactory
growth. Non-interest income derived from unit trust and insurance
product sales rose by 21.8% and 28.6% respectively compared to
the same period last year. Fees and commission income derived
from other retail banking services surged by 52.1%. Altogether
retail banking related fees and commission income amounted to
HK$113 million which accounted for 49.4% of total non-interest
income. Fee income from corporate loans rose 28.4% to HK$64
million versus the same period last year. Adding the contribution
from trade bills, wholesale banking fee income amounted to HK$86
million which accounted for 37.4% of total non-interest income.
On the other hand, profits from foreign exchange dealings also
recorded a 24.7% increase versus the same period last year,
accounting for 12.0% of total non-interest income.

Operating expenses

The Bank continued to control its operating expenses effectively.
In the first half of 2004, operating expenses saw a slight increase
of 2.6% to HK$439 million, mainly due to a 16.0% increase in
staff costs. The sharp rise in staff costs was due to a newly acquired
subsidiary, change in staff mix and incentive plans. However, the
Bank implemented a rationalisation programme of office premises
at the end of last year and strived in controlling costs, resulting in
a decline in numerous expense items, in particular, premises and
equipment expenses dropped 18.6% versus the same period last
year. The cost to income ratio (after goodwill) improved from
47.1% at the end of last year to 43.9%.

Charge for bad and doubtful debts

Benefiting from the economic recovery, net specific provisions for
retail and corporate loans fell sharply by 92.6% and 45.2%
respectively or a reduction of approximately HK$180 million in
total compared to the same period last year. This, coupled with a
HK$27 million release in general provisions, resulted in the Bank’s
charge for bad and doubtful debts declining sharply by 76.0% to
HK$54 million in the first half of 2004. The general provision
coverage was 1.30%.
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Report of Chief Executive Officer

(cont’d)

4.0
4.1

4.2

Asset quality

Assets, loans, and deposits size

As at 30 June 2004, total assets, loans and deposits of the Bank
were maintained at a similar level as of 2003 year-end. Total assets
reached HK$76.5 billion, a slight decrease of 1.1% versus 2003
year-end. Despite mortgages and loans for property investment
recorded a decline of 8.4% and 7.4% respectively, loans for use
outside Hong Kong surged by 27.7%. In addition, loans for
transport and transport equipment, manufacturing and trade
financing increased by 12.4%, 9.0% and 13.0% respectively,
resulting in a slight decrease of 0.3% in total loans and advances
to HK$40.0 billion. Total deposits decreased 1.6% to HK$62.1

billion, of which customer deposits fell 1.4% to HK$57.6 billion.

In the first half of 2004, the Bank issued HK$ 1,250 million worth
of certificates of deposit. During the period, matured certificates
of deposit totalled HK$ 1,463 million. At the end of June 2004,

total issued certificates of deposit amounted to HK$4,500 million.

Asset quality indicators

Following the appointment of the Chief Credit and Risk Officer in
November last year, the Bank employed another three senior credit
and risk management executives this year, which led to further
improvement in asset quality. Numerous asset quality indicators

pointed to better performance.

For the first six months in 2004, the Bank resolved HK$637 million
in problem loans. Non-performing loans dropped by HK$460
million compared to 2003 yearend. The non-performing loan
ratio fell to 4.1% from 5.3% at 2003 year-end. The coverage
ratio stood at 91.7% at the end of June 2004, while the loan loss

coverage ratio improved from 50.5% at the end of 2003 to 57.2%.

CITIC Ka Wah Bank Limited | 2004 Interim Report
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Report of Chief Executive Officer

(é“é’) (cont'd)
40 BEXE #) 4.0 Asset quality(cont'd)
43 BIERR 4.3  Financial position
RZZEZWFERA=1H  ATHRE As at 30 June 2004, the Bank’s unadjusted capital adequacy ratio
AERBAFTELLER/6.7% + BEFFLLE was 16.7%. The loans to deposits ratio was 64.3%. The loans to
"64.3%  ERHBEELRELES total assets ratio was 52.2%. The average liquidity ratio was
52.2% @ FEARBESLLERS 47.4% - 47.4%.
EEREER Asset quality indicators
—EEONEF —ET=F
~A=+A +=A=+-~
30 June 2004 31 December 2003
NEREE AT LR Unadjusted capital adequacy 16.7% 16.3%
BTFt & Loans to deposits 64.3% 63.5%
EREEERELE Loans to total assets 52.2% 51.8%
:Ffj/}lhgbégﬁtt?‘_ Average liquidity 47.4% 49.2%
BEX Coverage 91.7% 92.9%
ENSEEEX Loan loss coverage 57.2% 50.5%
—MREBEEX General provision coverage 1.30% 1.36%
TREMRHE NPL 4.1% 5.3%
NI B P Mainland loans to total customer
BRI advances 12.9% 11.8%
5.0 EKER 5.0 Business development

FERERTERLAA | —ZTNFEP!

AEPRFENZCEPARK - NTHEES
#H [RMB+ B —REB] RHK - 5
Hh - EPARE R EIB e E A BT 8
ME  NMIEE _FERTEERM
B O HEHFHEERLAEXR
[DollarSmart] f&EIIBEFEE -
HIETE BIEHE R A RAE R FI Kk [F 2 47
BAEEMNT BIZE - AR EEMS
REEERNEE - 237 [EIREHF
Al o

&
e
p=rl
of

To assist customers in capturing the tremendous business
opportunities arising from CEPA, the Bank launched China related
services ‘RMB+ China Linked Services’ in the first quarter.
Additionally, in light of the improving trend in unemployment
and bankruptcies as a result of the economic recovery, the
Bank re-entered the retail lending market in the second quarter.
The Bank introduced a brand new unsecured personal loan
‘DollarSmart’ and a comprehensive range of mortgage plans,
encompassing fixed rate mortgage plans and Prime- or HIBOR-
based floating rate mortgage plans. The enhanced ‘NOW Account’
was also launched in order to cope with the changing needs of

the customers.
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(&) (cont’d)
5.0 EKER @) 5.0 Business development(cont'd)
—EZENF FEFHEHOHERRRE New products and services launched in the first half of 2004
B Em &R
Month New products and services
—A . [REXT | Shatal

January 'HOPE Educator’ life insurance plan
s  (ERBAMERER
Credit Card Acquisition Campaign

—A . [RMB+ A& —#RiE ] ARTS
February RMB+ China Linked Services
o CEPA [EETLHMRF] HAEE
CEPA Desk Service
s RASREBHMELRNR
Enhanced Currency-Linked Deposit
e [EREEELRE [BEEEH] BHRETE
Credit Card - up to 5 times ‘Gen-X' bonus points program

= o  REAEEHMEBEX
March Principal Protected Currency-Linked Deposit
s  (ERABAMERER
Credit Card Acquisition Campaign
s (EREsHRBLRES
Credit Card Spending Promotion to redeem fabulous gifts at discounted
instalment price

M A s REFEIBRBERAAZTERES
April Acted as Placing Bank for HK Link 2004 Limited Retail Bond
o [fimFEREL [BRE] RINGE
WARMTH Retirement with Annuity Option
o (EHE [REEHIH] 518

Credit Card ‘Statement Balance IFFI" Program

A . [DollarSmart | FAAE R
May ‘DollarSmart’ Personal Instalment Loan
s  TEREBEX
Fixed Rate Mortgage Loan
o AW [MEMAEREHSH] 513
Credit Card ‘Non-Conventional IFFI" Program
s (GFABAAZERES
Credit Card May Spending Promotion
. [HEBR] RBHEETE

Customer Member-Get-Member Mortgage Loan Referral Program

A s FHEBENGE
June Comprehensive Range of Mortgage Plans
o B [EIREHMFO
Relaunch of ‘NOW Account’
s REFERBIBEFERARAZTERES
Acted as Placing Bank for The Hong Kong Mortgage Corporation Limited
Retail Bond
o EIEFREIHEL A DRI E AR 2 O EKERRLER
CIFC launched Export Account Receivable Discounting with Recourse to
Export Insurance Agency

CITIC Ka Wah Bank Limited | 2004 Interim Report
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Report of Chief Executive Officer

(cont’d)

5.0

6.0

7.0

Business development (cont‘d)

In the first half of 2004, the credit card business showed
encouraging results. As at 30 June 2004, near to 160,000 credit
cards were issued and card receivables rose by 23.4% compared
to the same period last year.

In respect of corporate lending, the Bank’s Wholesale Banking
Group participated in seven syndicated loan facilities in the first
half, contributing approximately HK$10 million of fee income. The
loan facilities that the Bank acted as the sole arranger included a
HK$580 million loan for Stone Pole Limited, a HK$120 million
loan for Egana Jewellery & Pearls Limited and a HK$77 million
loan for Artel Industries Limited. Meanwhile, the Bank worked
jointly with CITIC Capital Markets Holdings Limited (‘'CCMH’) for
the first time to conclude a US$120 million syndicated loan facility
for Road King Infrastructure Limited.

China banking

Despite China’s adoption of the macro-tightening policy, the Mainland
market still poses immense business opportunities. In response to
the credit tightening by local banks, numerous quality Mainland
enterprises, which need stable credit support, turned to foreign banks
for loans and other services. This in turn became a good opportunity
for the Bank to expand its customer base in the Mainland.

At the beginning of this year, China Inter national Finance Company
Limited (Shenzhen) ('CIFC’) officially commenced its operation and
started its mortgage and commercial loan services in China. CIFC
is expected to remain profitable in 2004. It would then fulfil the
requirement of two years’ profitable operation and become eligible
to apply for a renminbi license by early 2005.

The Bank is applying to open a branch in Macau and plans to set
up a branch in Shanghai by the end of this year as a service platform
for customers in the Yangtze River Delta.

Business management

With the gradual implementation of the Business Excellence Model
throughout the organisation, the Bank has established a superb
leadership model and a world-class business management system.
In recognition of its achievement in quality management, the Bank
was awarded the 2004 HKMA Quality Award Certificate of Merit
by The Hong Kong Management Association. In order to make
further enhancement in quality management, the Bank will set up
work improvement teams this year to look for improvement in the
seven areas of the model, namely, leadership; strategic planning;
customer and market focus; measurement, analysis and knowledge
management; human resource focus; process management; and
business results.

Chan Hui Dor Lam Doreen

President and Chief Executive Officer
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