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CITIC Ka Wah Bank Limited (the “Bank”) is a wholly-owned subsidiary
of CITIC International Financial Holdings Limited, which in turn is

approximately 56%-owned by CITIC Group.

By providing value-creating financial solutions to define and exceed
both the wealth management and international business objectives
of our Greater China and overseas customers, the Bank aspires to be
the PRC bank of choice, with the best international standards and

capabilities.

The Bank operates 31 branches in Hong Kong and also has an
established presence in China through its branches in Shanghai and
Macau, its representative office in Beijing, and its wholly-owned
finance company, China International Finance Company Limited
(Shenzhen). The Bank’s overseas branch network covers New York
and Los Angeles. The Bank is rated “Baa2” by Moody’s Investors
Service and “BBB+" by FITCH.
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Consolidated Income Statement

HE_ZZNFRAA=ZTHIEANMEA —R&EZ CLEB BB
for the six months ended 30 June 2006 — Unaudited (Expressed in Hong Kong dollars)

TEEERTARAR (AT ESEMASTMH
AOTREMBAR (G AEE])#HE-—TTXRF
NAZTALERNEARREZNTHEREEER

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 2006 and the Group’s state

AREBRZ BB BGR M ELBRE T

of affairs as at that date together with the comparative figures as follows:

BEAA=+BHLEREAR

Six months ended 30 June

—EETRE —ZETERF
2006 2005
(E#) -4l
(restated) Variance
B 5 BETT BB T
Note HK$'000 HK$'000 %
B HA Interest income 2 1,956,938 1,278,444 53.07
F B H Interest expense (1,464,780) (707,930) 106.91
FH 2N Net interest income 492,158 570,514 (13.73)
EARBSKA Fee and commission income 3 253,637 199,577 27.09
BEAKAEEZH Fee and commission expense (6,916) (5,920) 16.82
FERARESKA Net fee and commission income 246,721 193,657 27.40
FR WA Net trading income 4 201,678 96,782 108.38
EERBIRBIEBER Net income from financial
AR AFEEZ instruments designated at fair
ST EAFRA value through profit or loss 5 30,844 53,047 (41.86)
FE R A Net hedging income 6 1,465 91 1,509.89
H 4 WA Other operating income 7 15,470 11,442 35.20
S 3PN Operating income 988,336 925,533 6.79
STEXH Operating expenses 8 (508,660) (477,590) 6.51
479,676 447,943 7.08
BER KRB E Impairment losses (charged)/
e () / written back on loans
o] £ and advances (13,118) 96,709 (113.56)
A2 BEERE Impairment losses written back
JE5 18 [0 £ on held-to-maturity investments 146 2,254 (93.52)
MR EEE Impairment losses on properties - (354) T NIA
WIEEE (B / Impairment losses (charged)/
[ % written back (12,972) 98,609 (113.15)
HEMHEEERES Net profit on disposal of
3 5 A available-for-sale securities 18,870 - T NA
wEHT Operating profit 485,574 546,552 (11.16)
S B A RS 1B Loss on disposal of associates = (6,155) T i A NIA
i ’% VIES & Big=d Net (loss)/profit on disposal of
(E18) /Tl property and equipment 17 (47,008) 243,545 (119.30)
BEYESH Revaluation gain on investment
& properties 6,867 - T NIA
FIT A Bt & R g B Share of profits less losses
BB 1B of associates = (10,501) T A NIA

ZTTRNFERHHE  INTERIM REPORT 2006
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Consolidated Income Statement
BE-ZTRFRA=THIENER —REEw2 OB REML)

for the six months ended 30 June 2006 — Unaudited (Expressed in Hong Kong dollars)

BEAA=+BHLEREAR

Six months ended 30 June

—EERE —TTREF
2006 2005 )
(E#H) 21k
(re;tated) Variance
Bt 5 BETT BT T
Note HK$'000 HK$'000 %
i wil ita F Profit before taxation 445,433 773,441 (42.41)
HiE Income tax 9 (80,965) (89,937) (9.98)
miEsF Profit after taxation 364,468 683,504 (46.68)
HREBR Dividends payable to equity
FITHRE shareholders of the Bank
ZBRE : attributable to the period:
EkF AR B Interim dividend declared 246,000 373,253
FEEEFIBANMTBEAPPYUBRE —&H - The notes on pages 8 to 38 form part of this interim financial report.

FIERERITARAR  CITIC KA WAH BANK LIMITED



GEEEBRBFR
Consolidated Balance Sheet

ZEERFERAZTHE-REERUABBREM)
at 30 June 2006 — Unaudited (Expressed in Hong Kong dollars)

—EERE —ETRF
~A=+H +=-A=+—8
As at As at
30 June 31 December
2006 2005
B 5 BEFT BET T
Note HK$'000 HK$'000
=13 Assets
We RERITREM Cash and balances with banks
TREENETT and other financial institutions 10 838,456 990,454
ERIT R EAM Placements with banks and
B 17 R other financial institutions 11 10,303,993 5,214,691
EEES Trade bills 372,181 406,364
RH5RBEE Trading assets 12 6,384,732 6,199,473
BT AEB AR A RER Securities designated at fair
ANEEBEHES value through profit or loss 13 806,580 1,117,542
BEFP#R K Advances to customers and
H fth BR 18 other accounts 14 47,354,621 43,617,341
A EE A Available-for-sale securities 15 5,870,797 5,864,658
REZIEHKE Held-to-maturity investments 16 13,237,149 17,194,283
LENNE Property and equipment 17
— &Y - Investment property 168,725 64,994
—Hm¥ — Other property and
& equipment 940,886 1,102,815
ELERIBEE Deferred tax assets 22 7,122 4,521
AEBRE Total assets 86,285,242 81,777,136
BERERE Equity and liabilities
TERIT R H A & RS Deposits and balances of banks
WERNEF and other financial institutions 18 4,258,309 4,157,446
EEPFR Deposits from customers 19 60,543,910 54,786,566
REHMEEE Trading liabilities 20 516,778 661,137
BT F R E Certificates of deposit issued 21 6,263,059 7,467,961
BETEKES Debt securities issued 2,241,122 2,245,435
WATHIE Current taxation 22 98,506 53,598
EBEFTEAE Deferred tax liabilities 22 41,477 45,466
Hina i Other liabilities 1,034,903 1,087,382
BEHER Loan capital 4,275,599 4,352,351
I=RgckE] Total liabilities 79,273,663 74,857,342
i Equity
& < Share capital 3,083,341 3,083,341
i Reserves 24 3,928,238 3,836,453
EBRAITIRE Total equity attributable to
HEREE equity shareholders
of the Bank 7,011,579 6,919,794
HEREEBE Total equity and liabilities 86,285,242 81,777,136

FoEEEBAMMABATHI B HRE —HH ©

ZTTRNFERHHE  INTERIM REPORT 2006

The notes on pages 8 to 38 form part of this interim financial report.



HERZEBHR
Consolidated Statement of Changes in Equity

HEZZZNFRAA=ZTHIEANMEA —RE&EZ CAUEB BB
for the six months ended 30 June 2006 — Unaudited (Expressed in Hong Kong dollars)

BEAA=+BLEREAR

Six months ended 30 June

—BERE —TERF
. 2006 2005
B 5 EETT #BETRT AT BETx
Note HK$'000 HK$’000 HK$'000 HK$'000
R1A1B# 88 Total equity at 1 January:
55 B N AR AT Attributable to equity shareholders
PR SR of the Bank 6,919,794 6,460,986
RESRNEEREDR Net income recognized directly
RG] ¥||$I)\ : in equity:
N EHE Exchange differences on
translation of:
—RIBmERINDIT — financial statements of overseas
M B KBt 2 A A branches, subsidiaries
Hﬁf&‘iﬁi’% and associates 24 2,052 (964)
—RHEEKE QA — on disposal of an associate 24 - 627
2,052 (337)
BEHOREMYE Surplus on revaluation of other
RITEME premises upon reclassification
BRIEER B % to investment properties,
ER Ryl 3 net of deferred tax 24 = 17,031
REREHT Cash flow hedge
—RFEEE — effective portion of changes
" A WE D in fair value - 11,869
—EEIRELERIE — transfer to deferred tax - (2,077)
A - 9,792
N EENEE Changes in fair value
— A EESH — of available-for-sale securities 24 (36,923) (32,103)
—EEIRELERIE — transfer to deferred tax 24 6,462 5,624
(30,461) (26,479)
HRFad Net profit for the period 364,468 683,504
R EERR IR Total recognized income and
R HEE expense for the period 336,059 683,511
HARNEEIR Dividends declared during
2 the period (246,000) (373,253)
"iﬁﬂﬁ‘f%ﬁﬁﬁi Movements in equity arising
ﬁﬁiﬁ from capital transactions:
LA P A 15 1+ ) B £ Equity settled share-based
R5 - BRBIIE transactions, net of tax 24 1,726 2,221
WeH 30 #EEMEEE Total equity at 30 June 7,011,579 6,773,465

FREEFEIBEMMEB AT YT BRE —3o -

The notes on pages 8 to 38 form part of this interim financial report.

PIEFERITAR AR CITIC KA WAH BANK LIMITED
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Condensed Consolidated Cash Flow Statement
HE_ZEZRFRNA=ZTHIENER — REEZ UABE BB

for the six months ended 30 June 2006 — Unaudited (Expressed in Hong Kong dollars)

BEAA=+BHLEREAR

Six months ended 30 June

—EBERE —ZEERF
2006 2005
BETRT BB T
HK$’'000 HK$'000
FREKELEEB RS Cash generated from operations 4,921,796 35,814
BT IE Tax paid (36,188) (358)
REREELZ Net cash generated from
BeF5 operating activities 4,885,608 35,456
BREREEBZ Net cash generated from
REFR investing activities 23,274 447,673
RRBEXEBZ Net cash used in
e F5E financing activities (224,559) (519,266)
RekBRSEFEER Net increase/(decrease) in cash
o/ Cr ) F &8 and cash equivalents 4,684,323 (36,137)
R1ATBNERE X Cash and cash equivalents
ReEEIAAE at 1 January 5,843,346 8,016,990
MN6A30BMEAE Cash and cash equivalents
kR EEHEER at 30 June 10,527,669 7,980,853

ESEEFIBEMNMEBAT MM B]RE — &0 -

SETRERTHRE

INTERIM REPORT 2006

The notes on pages 8 to 38 form part of this interim financial report.
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Notes to the Interim Financial Report - Unaudited

(BB RIZIBAINABEE REN)

(Expressed in Hong Kong dollars unless otherwise indicated)

A EHRERTeMeRteEER (2
BRI MBEEMETBRR T MR EMRR
BERETHRBER B RRERE S
B e (EB SRR FE 345 — [ BB
SIREMA - ZPHPBEHREECR_FTRX
FANATERERELREEM -

THMBRENREGIRATRE_STRFEFE
FHREEROEFTEE -

RB(E B G ER) F 34158 1 10 B 15 3
T BEERZHEABRENEAREERK
AMEERAR WARZHSELHE - &
FARBER - MERNERATRERAZLEGAE
ERo

THMBREEE T EHARE MRS RME
WE - WABEBLERN _STHFFREHE
BT ISR N EEREERRENEHNZS -
Rt AR EERBERREEBMET
BRREBTBIRE LR PTERBOREKRAE
EHN2MER -

2
2

AP B METDIAREEZ  MEHEFAE
RN EB AR E B S RTE A& B A R
ERADE7005— [P MM B RENEH I ETE
Bl- MESREAMEEMBEFTSNE LR
B & TR S 568 °

PR BREARBE_ETRAFE+ A
=t RUEMBRFENMBER  ARAITE
BRI EMDERT NS S ERIPR R AT HIRE
MHBERORE  WATHRNMBEREL
5] - MARSERBREARANPBRE
BAETERATEZTREENEETERE -
HEZZZAF+_A=+—HIEFEZEF
FRIAAT AR AITH M FE R « BB =
ZERFZANRREORBBREES  BY
BERBEXRTTHSEENER -

1.

Basis of Preparation

The interim financial report complies fully with the recommendations
in the Guideline on “Interim Financial Disclosure by Locally Incorporated
Authorized Institutions” under the Supervisory Policy Manual issued by
the Hong Kong Monetary Authority (the “HKMA") and Hong Kong
Accounting Standard ("HKAS") 34, Interim financial reporting, issued
by the Hong Kong Institute of Certified Public Accountants (“HKICPA").

It was authorized for issuance on 17 August 2006.

The interim financial report has been prepared in accordance with the
same accounting policies adopted in the 2005 annual financial
statements.

The preparation of an interim financial report in conformity with HKAS
34 requires management to make judgements, estimates and
assumptions that affect the application of policies and reported amounts
of assets and liabilities, income and expenses on a year-to-date basis.
Actual results may differ from these estimates.

This interim financial report contains condensed consolidated financial
statements and selected explanatory notes. The notes include an
explanation of events and transactions that are significant to an
understanding of the changes in financial position and performance of
the Group since the 2005 annual financial statements. The condensed
consolidated interim financial statements and notes thereon do not
include all of the information required for full set of financial statements
prepared in accordance with the Hong Kong Financial Reporting
Standards (“HKFRSs").

The 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
HKICPA. KPMG's independent review report to the Board of Directors

is included on page 56.

The financial information relating to the financial year ended
31 December 2005 that is included in the interim financial report as
being previously reported information does not constitute the Bank’s
statutory financial statements for that financial year but is derived from
those financial statements. Statutory financial statements for the year
ended 31 December 2005 are available from the Bank's registered office.
The auditors have expressed an unqualified opinion on those financial
statements in their report dated 9 March 2006.

FIERERITARAR  CITIC KA WAH BANK LIMITED



2. FB2KA

2. Interest Income

BEAA=+BHLEREAR

Six months ended 30 June

—EERE —ETRF

2006 2005

BETT BT T

HK$'000 HK$'000

FWiEE Listed securities 256,964 184,656

FEEMEE Unlisted securities 236,784 288,553

H Others 1,463,190 805,235

1,956,938 1,278,444
HEZZZARFAAAZTHILHHA  E4F 8 Other interest income includes the amount of interest income accrued
WABRERESBREEMNETF B KA on impaired financial assets of HK$5,501,000 (2005: NIL) and interest
7 #5,501,0007T (2T REF - &) REFRIE income on unwinding of discount on impairment loan of
AE{E T IR B B o) B B A A 6 15,291,0000T HK$15,291,000 (2005: HK$9,346,000) for the period ended 30 June

—EERF : ##9,346,0007T) ©

3. ERRERWA

2006.

3. Fee and Commission Income

BEAA=+HL<EARA

Six months ended 30 June

—EBERE —ETARF

2006 2005

BETIT BET T

HK$’000 HK$'000

ZEMAe Bills commission 22,542 19,250

1= FA WS AR BE UL A Cards related income 16,122 16,051

—MRRITARTE General banking services 21,299 17,611

IR B Insurance 35,582 33,455
HEREENE Investment and structured

REER investment products 54,958 37,819

BER - BILABMEER Loans, overdrafts and facility fee 102,829 75,197

Hith Others 305 194

253,637 199,577

ZTTRNFEFRHHE  INTERIM REPORT 2006
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Notes to the Interim Financial Report - unaudited

4. FXHBA

4. Net Trading Income

BEAA=+BHLEREAR

Six months ended 30 June

—EERE —ZETERF
2006 2005
BETT BT T
HK$'000 HK$'000
B B HMNE & R E 18 Gains less losses from dealing
in foreign currencies 65,989 31,357
BERHHBEES Gains less losses from
hiii %‘Jﬁﬁ%’ TE trading securities 44,663 39,951
HEE SR MRER Gains less losses from other
dealing activities (19,893) (37,506)
RHABEEFBERA Interest income on trading assets
—Fm — Listed 29,918 13,362
—JEm — Unlisted 66,971 47,257
REABRBENBESTH Interest expense on trading liabilities (2,089) (3,085)
IEMRFGBBEES Dividend income from unlisted
iz B4 A trading securities 16,119 5,446
201,678 96,782
5. EEhEBRESURMAEEE 5. Net Income from Financial Instruments
SRTRBFBA Designated at Fair Value Through
Profit or Loss
BEAA=1+BL~EAR
Six months ended 30 June
—EERE —ETRF
2006 2005
BETT BT T
HK$'000 HK$'000
pEidigl Net gains 57,384 84,356
ISN'ON Interest income
— kW — Listed 18,110 16,177
FEZH Interest expense (44,650) (47,486)
30,844 53,047
10 FEZERITAMRAR  CITIC KA WAH BANK LIMITED



6. FHIMBA 6. Net Hedging Income

BEAA=+HL<EARA

Six months ended 30 June

—TERE —ETERF
2006 2005
EETR BT T
HK$'000 HK$'000
NFEEEH Fair value hedge 1,465 91
7. HEZERA 7. Other Operating Income

BEAA=+BHLEREAR

Six months ended 30 June

—EERE —ETRF
2006 2005
BETT BT T
HK$'000 HK$'000
RAf R EES Dividend income from available-for-sale
&% B4 A financial assets
—JELEmEE — Unlisted investments 3,097 4,107
HEMERSWARE Gross rental income from investment
7 #51,741,0007T properties of HK$ 1,741,000
(ZZEZRF : B¥463,0007T) (2005: HK$463,000) less direct
AL Sz 7 12,0007 outgoings of HK$12,000
(ZZEZRF : B%27,0007T) (2005: HK$27,000) 1,729 436
Hith Others 10,644 6,899
15,470 11,442

“EETRFEETHBE  INTERIM REPORT 2006 11
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Notes to the Interim Financial Report - unaudited

8. MEXH 8. Operating Expenses
BESA=+BL-<ER
Six months ended 30 June
—ETERE —ETERF
2006 2005
BETT BB T
HK$’'000 HK$'000
(a) BIRAE (a) Staff costs
FehHEME THA Salaries and other staff costs 269,121 248,686
Eﬁi‘i\ﬁm& Retirement costs 18,926 17,756
IARR REfE T ) 2 Share-based payment expenses
— BUR FSE BfReRH X H — Equity-settled share-based
payment expenses 1,726 2,220
—“URESENHKRHG X H — Cash-settled share-based
payment expenses 4,279 2,959
294,052 271,621
(b) #RE (b) Depreciation
MERFBBETE Depreciation of property and
equipment
- REBEKEHEERENEE — Assets held for use under
operating leases 3,357 920
—HMmEE — Other assets 52,216 59,400
55,573 60,320
(c) HbEHEXZH (c) Other operating expenses
LE IS E S = Property and equipment expenses,
TREFE) excluding depreciation
—MERS — Rental of property 36,012 26,133
—Hitb - Others 29,775 33,959
% 2 AT BN & Auditors’ remuneration 1,639 1,357
BE 8 Advertising 16,739 26,793
BAE - HRRXERD Communication, printing
and stationery 27,123 23,550
FEERBEER Legal and professional fee 3,744 7,102
HAh Others 44,003 26,755
159,035 145,649
EETHEE Total operating expenses 508,660 477,590
LESTHHRERENEEENEESE - 255 Included in operating expenses are minimum lease payment under

BB E S KB 5466,0000T (ZEZ £¢
B 466,000T) REMEEMRES H (B
YR $) B EEB 135,796,000 (ZEZRHEF ¢
75 15 25,806,0007T) °

operating leases of HK$466,000 (2005: HK$466,000) for hire of
equipment and HK$35,796,000 (2005: HK$25,806,000) for hire of other
assets (including property rentals).

12 FIERERITARAR  CITIC KA WAH BANK LIMITED



9. ZFAKWEFRANHBIE 9. Income Tax in the Consolidated Income

Statement
FEEWmEANIRATHIER Taxation in the consolidated income statement represents:
BESA=+BL-<ER
Six months ended 30 June
—BER —TTRHEF
2006 2005
(E#)
(restated)
EETR BT T
HK$'000 HK$'000
AHBIE-FEHNEH Current tax - Hong Kong Profits Tax
AR 2E Provision for the period 77,787 87,748
BT BB AEE G N Under provision in respect of prior years 1,429 -
79,216 87,748
ZFM?HIE BIMBLIE Current tax - Overseas
HNEE Provision for the period 1,877 701
3 3E L IE Deferred tax
o M 2 B [0 85 Origination and reversal
K38 hn of temporary differences (128) 1,488
BIESST Total income tax expense 80,965 89,937
BB G T A B TR 51 B fR s 1R B X The provision of Hong Kong Profits Tax is calculated at 17.5% (six months
175%: 8 (BE ST RF A A=1THIL : ended 30 June 2005: 17.5%) of the estimated assessable profits for
17.5%) ° BIND 1T RMTE R BIMF K - BlIR R the period. Taxation for branches and subsidiaries outside Hong Kong
XBEEMEHENBEERITHERREREDE is charged at the appropriate current rates of taxation ruling in the
o relevant countries.
BIB(EBGHEIDEIR - —ETAF A Share of an associate’s taxation for the period ended 30 June 2005 was
STHZANBERRREEFHERMAE reclassified to share of profits less losses of associates in compliance
562 N B AR 1B with HKAS 1.

TNEEFRHIME  INTERIM REPORT 2006 13
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Notes to the Interim Financial Report - unaudited

10. RERAERTREAMSHBEN

10. Cash and Balances with Banks and Other

&= Financial Institutions
—EBERE —TERF
~A=t+H +=-A=+—8
As at As at
30 June 2006 31 December 2005
BT BT T
HK$'000 HK$'000
BH& Cash in hand 127,634 140,549
RRIRITETT Balances with the central bank 18,158 3,826
ERITRBAKENGET Balances with banks and
authorized institutions 692,664 846,079
838,456 990,454

M. RITREMBEMBIBEER

11. Placements with Banks and Other Financial

Institutions

—TERE —ETERF
~A=+H +-A=+—H”
As at As at
30 June 2006 31 December 2005
BETT BB T
HK$’'000 HK$'000

EH A Maturing
-—EAR — within one month 6,927,054 4,514,362
-—EAZ—FR - between one month and one year 3,376,939 700,329
10,303,993 5,214,691

14
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XOREEE

12. Trading Assets

—EBERE —ETARF
~A=+H +=-A=+—8
As at As at
30 June 2006 31 Decembey 2005
BEFT BET T
HK$’000 HK$'000
BB E 5 Debt securities 2,924,956 2,630,327
fix & Equity securities 1 20,184
BEE® Investment funds 3,126,292 3,320,818
B & % Treasury bills 99,339 -
RHBEER Trading securities 6,150,588 5,971,329
PTETEMEQAFEE Positive fair value of derivatives
(FF3E27(0)) (note 27(b)) 234,144 228,144
6,384,732 6,199,473
LEBSMBTHENT : Issued by:
AR BT R R ER AT Central governments and
central banks 100,525 557,841
NEWE Public sector entities 16,488 16,525
RITREM S REE Banks and other financial institutions 403,400 174,301
TEEE Corporate entities 5,630,175 5,222,662
6,150,588 5,971,329
LBy Place of listing:
REBEET Listed in Hong Kong 1,948 116,041
REBBUAINMEE Listed outside Hong Kong 1,278,096 1,245,415
1,280,044 1,361,456
LT Unlisted 4,870,544 4,609,873
e Total 6,150,588 5,971,329
TAFEEFREHE  INTERIM REPORT 2006 15



PR E M - fesx

Notes to the Interim Financial Report - unaudited

13. EEAEBESEURBRATEE 13. Securities Designated at Fair Value Through
B 58 % Profit or Loss
—BERE —TTHEF
~A=+H +-A=+—8
As at As at
30 June 2006 31 December 2005
BETRT BT T
HK$'000 HK$'000
ET5E 75 Debt securities 768,455 1,117,542
HEaREe Investment funds 38,125 -
806,580 1,117,542
LIEBSMBETHBNT : Issued by:
TEER Corporate entities 806,580 1,117,542
806,580 1,117,542
gy Place of listing:
REB LM Listed in Hong Kong 545,943 656,545
REBUIINEE ETH Listed outside Hong Kong 222,512 460,997
768,455 1,117,542
JEET Unlisted 38,125 -
B Total 806,580 1,117,542
WEETABBBEARBRATEENEREE Financial assets are designated at fair value including financial assets
BREERNSITETASHEBITESRT AT with embedded derivatives or financial assets with the corresponding
RATFEEIRNERIEE - It REES derivative financial instrument. Also, investment funds are designated
WIEEN A FEEIREAREEHD HITL at fair value through profit or loss as they are held for backing certain
HZESHENEBEES  ERRBRIKIER fund linked debt securities issued, thus eliminating or significantly
K&t aa reducing the accounting mismatch.
16 FEREHRITAR AR CITIC KA WAH BANK LIMITED



14. ERB2RREMIRIE

() EF2XRAMRERAERE

14. Advances to Customers and Other Accounts
(@) Advances to customers and other accounts less

impairment allowances

—EBER —TERF
~A=+H +=-A=+—8
As at As at
30 June 2006 31 Decembey 2005
BEFT BET T
HK$’'000 HK$'000
BESZRATE Gross advances to customers 46,059,949 42,545,914
W R E B Less: Impairment allowances
— BRI — Individually assessed (113,395) (114,778)
— AR — Collectively assessed (248,852) (294,544)
45,697,702 42,136,592
RITREMSREERR Advances to banks and other
financial institutions 389,228 327,521
FE ST F) B I E A BR IE R Accrued interest and other accounts less
B impairment allowances 1,267,691 1,153,228
47,354,621 43,617,341
ZTTRFEFEPH®RE  INTERIM REPORT 2006
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Notes to the Interim Financial Report - unaudited

14. ER2R R HMERIE @)

(b) BITHBESHERBRGH

BT E D

NEFPBROMERERES
BEER(2ERDEANIAREREL -

14. Advances to Customers and Other Accounts

(cont’d)

(b) Advances to customers analyzed by industry sectors

The following economic sector analysis is based on categories and
definitions used by the Hong Kong Monetary Authority (the”HKMA"™).

—EERE —ETERF
~A=+8 +-A=+—H”
As at As at
30 June 2006 31 December 2005
BETT BB T
HK$’000 HK$'000
AREBHER Loans for use in Hong Kong
ITEkasrR Industrial, commercial and financial
—-MEER — Property development 294,287 324,704
—MEKE — Property investment 5,064,323 5,033,111
— TR - Financial concerns 3,066,029 2,348,129
—kELKLL — Stockbrokers 130,782 45,606
—HERTEES — Wholesale and retail trade 2,059,098 1,946,786
BlE% — Manufacturing 2,752,262 2,813,124
— B NEHRE — Transport and transport equipment 4,360,892 4,280,529
—H A — Others 2,508,820 3,093,252
& A Individuals
—-BARERHEEE  AA — Loans for the purchase of flats under
BEEBLEBEZEEETE the Home Ownership Scheme,
REEEEREISL Private Sector Participation Scheme
B E K and Tenants Purchase Scheme 17,513 18,409
—BAH ﬁﬂ TEWE — Loans for the purchase of other
AN residential properties 11,565,542 11,416,704
—E AR — Credit card advances 491,657 586,781
—Hfh — Others 1,375,968 1,256,345
Zo5ME Trade finance 3,223,079 2,628,660
ARE BN E B K Loans for use outside Hong Kong 9,149,697 6,753,774
46,059,949 42,545,914
(c) RIEEFRERRER () Impaired loans and advances to customers
—BER —TERF
~A=+H +-A=+—H”
As at As at
30 June 2006 31 December 2005
BETT BT T
HK$’'000 HK$'000
BERFERRBRAE Gross impaired loans and advances
to customers 865,048 803,892
& B1) 75 18 18 48 5T 1 Impairment allowance — individually assessed (113,395) (114,778)
751,653 689,114
HEPERRER As a % of total loans and advances
BMEHNB DL to customers
—BERRBFOBELRE — Gross impaired loans and advances 1.88% 1.89%

18
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14. EF2F R HMARIE @) 14. Advances to Customers and Other Accounts
(cont’d)

(c) BRIEEERESERREBIR (&) (¢) Impaired loans and advances to customers (cont'd)

BEEREBREZRENAERENTEE Impaired loans and advances are mainly individually assessed loans with
BOERIFFHEER o objective evidence of impairment on an individual basis.
BRI R E LR IR R A E R AT Individually assessed impairment allowances were made to write down
R e & (RERARENRME) BREE the carrying value of the advances to the discounted value of future
ZHREEE - recoverable amounts, including the realization of collateral.
RZEERFARAA=ZTHERZZZEAF+ZH There were no impaired loans and advances to banks and other financial
=t+—H AEEBTERITEEMSREER institution as at 30 June 2006 and 31 December 2005.
RHREERRER -

15. o]t HH E£58 &% 15. Available-for-sale Securities

—TERE —TTRF
~A=+H +-A=+—H”
As at As at
30 June 2006 31 December 2005
EETR BB T
HK$’'000 HK$'000
BBES Debt securities 5,602,186 5,785,023
% = Equity securities 48,499 61,269
KREED Investment funds 77,674 77,551
[ % Treasury bills 198,218 -
5,926,577 5,923,843
VEREERC Rl N Impairment allowance
— individually assessed (55,780) (59,185)
5,870,797 5,864,658
LEBSMBRTHENT : Issued by:
AR BT R SRR AT Central governments and central banks 198,218 -
RITREAM S s Banks and other financial institutions 833,915 873,121
TEER Corporate entities 4,838,664 4,991,537
5,870,797 5,864,658
LB Place of listing:
REBUIINEE ETH Listed outside Hong Kong 4,587,614 4,731,439
LT Unlisted 1,283,183 1,133,219
PR Total 5,870,797 5,864,658
TAFEFREEHS  INTERIM REPORT 2006 19
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Notes to the Interim Financial Report - unaudited

16. HEEINHHRE 16. Held-to-maturity Investments
—EERE —ZETERF
~A=+8 +-A=+—H”
As at As at
30 June 2006 31 December 2005
BETT BB T
HK$'000 HK$'000
|5 % Treasury bills 107,653 247,669
A OFRE Certificates of deposit held 352,955 499,913
BEBEH Debt securities 12,786,378 16,456,684
13,246,986 17,204,266
AR — RIS Impairment allowance — individually assessed (9,837) (9,983)
13,237,149 17,194,283
LLEBSMBTHEBNT : Issued by:
FR R BT R R ER AT Central governments and central banks 603,666 821,634
NEWRE Public sector entities 796,890 1,136,047
E T&Eﬁﬂ% bR Banks and other financial institutions 9,903,653 13,269,677
TEER Corporate entities 1,932,940 1,966,925
13,237,149 17,194,283
gy Place of listing:
NES LT Listed in Hong Kong 1,173,461 1,383,224
REBUIINEE ETH Listed outside Hong Kong 4,241,579 3,478,078
5,415,040 4,861,302
JEET Unlisted 7,822,109 12,332,981
B Total 13,237,149 17,194,283
EtHESTE Market value of listed securities 5,247,457 4,826,519
20 FEZERITAMRAR  CITIC KA WAH BANK LIMITED



17. MERERE

AEBR-_ZTRF—AZKHEFRERE
23257 S EERITAH L - I LB 351,000,000
TCEH o LR 6 AT E A 49788 226,700,000
HEMNE—_SERFNA-THBAZALH
Wz R NHER ©

AEBR-_ZERFRAZKHESEERE
IR ERIEFE IS N OAENL ~ 118 ~ 2B R 3T
BEMREEH THSEREN ([REES])
A LA 6 128,200,00070 & H o WIE B FTEE
475 % 44,900,000 BB IBE ST XF XA
*‘i'EIHHWZKEI%Z SRAER - B—HE
RER 2 HRERAFPEEERSRIZERAER
AR ([FEEEeR]) 2GEKERA - 118
W& BI|E A B 546,500,000ty s - A A
FEERSRNR -_ZSS _FRESEEART
BRARE  IERAHKRERLSZAFEER
Z W E R BRE AR % 102,000,0005T + A
EARENGEEAEBERAN - REESNMU
RAH REHHT &5 Bk -

[ F 7 A AT A 122,100,0007T 8 A £ 58
HE R —FE8IE o

TRFEHHERS  INTERIM REPORT 2006

17. Property and Equipment

In January 2005, the disposal of Ka Wah Bank Centre, 232 Des Voeux
Road, Central, with sales proceeds of HK$351,000,000 was completed.
The Group recognized a gain of HK$226,700,000 in its income statement
for the six months ended 30 June 2005.

In May 2006, the disposal of Unit 9A on G/F, all units on 1/F, 2/F, 3/F
and 8 car parking spaces on LG/F of Eastern Central Plaza at 3 Yiu Hing
Road, Shaukeiwan (“ECP"), with sales proceeds of HK$128,200,000
was completed. The Group recognized a loss of HK$44,900,000 in its
income statement for the six months ended 30 June 2006. On the
other hand, for such a disposal of property, a net disposal gain of
HK$46,500,000 was recognized in the consolidated income statement
of CITIC International Financial Holdings Limited (“CIFH"), the ultimate
holding company of the Bank. CIFH had recognized a revaluation deficit
of HK$102,000,000 for ECP to reflect its fair value at the acquisition of
The Hongkong Chinese Bank, Limited in 2002, while in the consolidated
balance sheet of the Bank, ECP was carried at cost less accumulated

depreciation.

In May 2006, the Bank purchased 8/F, Tower 1, Lippo Centre, Admiralty,
with a purchase price of HK$122,100,000.

21
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Notes to the Interim Financial Report - unaudited

18. RITRAMEMBENERRETE

18. Deposits and Balances of Banks and Other

Financial Institutions

—EERE —ZETERF
~A=+H +=-A=+—8
As at As at
30 June 2006 31 December 2005
BETT BT T
HK$'000 HK$'000
RATEIF R AT Deposits and balances from banks 128,693 326,198
H & g8 89 17 5 Deposits and balances from other
M &ETF financial institutions 4,129,616 3,831,248
4,258,309 4,157,446
19. EFER 19. Deposits from Customers
—EBERE —ETRF
~A=+H +=—A=+—H
As at As at
30 June 2006 31 December 2005
BETT BET T
HK$'000 HK$'000
EEHRFRERPER Demand deposits and current deposits 5,023,252 4,214,468
HEFN ~ Savings deposits 7,177,583 8,096,593
TEH - BDE R 2 BB AN 17 3K Time, call and notice deposits 48,343,075 42,475,505
60,543,910 54,786,566
20. XS AEER 20. Trading Liabilities

—EBERE —ETRF
~A=+H +=—A=+—H
As at As at
30 June 2006 31 December 2005
BETT BET T
HK$'000 HK$'000
BEER Short positions in securities - 217,904

METENERTEE Negative fair value of derivatives
(Kt 5£27(b)) (note 27(b)) 516,778 443,233
516,778 661,137
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21. ERITHERGE

21. Certificates of Deposit Issued

—EERE —EERF
~A=+H +=-A=+—H
As at As at
30 June 2006 31 December 2005
BETT BT T
HK$'000 HK$'000
EEARBRIERURBATEEB Designated at fair value through
profit or loss 2,478,952 2,785,924
ERFRH®E Non-trading 3,784,107 4,682,037
6,263,059 7,467,961

22 REEBRRAMBIA

() REERABRAHEYBIES :

22. Income Tax in the Balance Sheet
(a) Current taxation in the balance sheet represents:

—TERE —TTRF
~A=+H +-A=+—H”
As at As at
30 June 2006 31 December 2005
EETRT BT T
HK$'000 HK$'000
RERBEBFEHERE Provision for Hong Kong Profits
Tax for the period 77,787 123,709
ENEHFEH Provisional Profits Tax paid (34,203) (116,149)
43,584 7,560
LAEFEHFER Balance of Profits Tax provision relating
SR to prior years 52,433 44,219
96,017 51,779
TN TE A Provision for overseas taxation 2,489 1,819
98,506 53,598
—TTAFEEFREHE  INTERIM REPORT 2006 23
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Notes to the Interim Financial Report - unaudited

2. PEEBBRRANBIE @ 22. Income Tax in the Balance Sheet (contd)

(b) BHEZBHELEHESERBRE (b) Deferred tax assets and liabilities recognized
CEHRANGEAEAEABRPREERIE (BE)/ The components of deferred tax (assets)/liabilities recognized in the
BENEERRABZE28HHOT - consolidated balance sheet and the movements during the period are

as follows:
MERLM o E
HERHE BEMAE BHEHALF
BARMINE EEAR EERE
Depreciation g% Fair value  Fair value
allowances HW{ERHE adjustments adjustments B
inexcess Impairment for properties for available- i E¥
of related  allowances and other for-sale  Cash flow Hit B
depreciation for loans assets securities hedge Others Total
BETT  AETT BETT BETT A¥Tr AE%Tr A%Tx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEHERE : Deferred tax
arising from:
# 2005418 1H At 1 January 2005 30,787 (57,023) - 78,191 (1,639) - 50,316
REKERA Charged/(credited)
i gH/ (B to consolidated
income statement (13,947) 10,401 - - - - (3,546)
FEA Charged/(credited)

WsE/ (B m) to reserves - - 2,939 (10,403) 1,639 - (5,825)
#2005 128318 At 31 December 2005 16,840 (46,622) 2,939 67,788 - - 40,945
200651818 At 1January 2006 16,840 (46,622) 2,939 67,788 - - 40,945
FeWaR Charged/ (credited)

P 1 85/ to consolidated

(fmE) income statement (6,497) 6,623 - - - (254) (128)
fEERRES Charged/ (credited)

(#E) to reserves - - - (6,462) - - (6,462)
2006ZE6A 308 At 30 June 2006 10,343 (39,999) 2,939 61,326 - (254) 34,355

—BERE —TTRF
~A=+H +-A=+—H”
As at As at
30 June 2006 31 December 2005
BETRT BT T
HK$'000 HK$'000
TEEBRRERY Net deferred tax (assets) recognized

FIEETIE (BE) on the balance sheet (7,122) (4,521)
TEEBRRERY Net deferred tax liabilities recognized

FIREERIEAE on the balance sheet 41,477 45,466

34,355 40,945
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22 REEBRRABBIE @

(c) KREBHIBEHEAE
M E MBS A ERERA AT R
P 5 R AR 84 10 B 4 R BOR T - BUR
£ ARRRABEBEOBTHELES
78#47,516,0007T (ZEZT R4 : ##558,768,000
) o RBRATRI D - ZEHABEDHT

22. Income Tax in the Balance Sheet (cont'a)

(9]

Deferred tax assets not recognized

The Group has not recognized deferred tax assets in respect of tax losses
of HK$47,516,000 (2005: HK$58,768,000), as it is not probable that
future taxable profits against which the losses can be utilized will be
available in the relevant tax jurisdiction and entity. Under the current
tax legislation, the expiry dates of the tax losses are as follows:

HEWMT :
—EBERE —ETRF
~HA=+H +=—A=+—H
As at As at
30 June 2006 31 December 2005
BEFT BT T
HK$’000 HK$'000
54 A B 2R Expiring within 5 years 38,774 50,026
B H A No expiry date 8,742 8,742
47,516 58,768
—TTAFEEFREHE  INTERIM REPORT 2006 25
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Notes to the Interim Financial Report - Unaudited

23. FIHIE B

UTRHASIT RN EEREA MR

o)

23. Maturity Profile

The following maturity profile is based on the remaining period at the

B ER T HIR balance sheet date to the contractual maturity date:
—BERERAZTHE
As at 30 June 2006
EAA
{BEA
EEEEE SEAMLE 1FRE
3 months F1E E5E
BB {538 or less 1 year 5 years
Repayable but not or less orless 5EUE gl
Fok ) on  repayable butover  butover After B
Total demand  on demand 3 months 1 year 5years  Undated
BETT HBETR BETT BETT #BETT BEETT #E%Trn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
aE Assets
e RERTR  Cash and balances with
Hih & phigE banks and other
ofeyea financial institutions 838,456 838,456 - - - - -
TERTREM Placements with banks
SREEBHOEZK  and other financial
institutions 10,303,993 - 9,858,425 445,568 - - -
B5 5% Trade bills 372,181 - 240,941 131,240 - - -
RHGRBBE Trading assets 6,384,732 234,144 109,127 1475 2125401 783,138 3,131,447
BT ABIBIELR  Securities designated
A B 2 at fair value through
EENES profit or loss 806,580 - - 23,973 662,162 82,320 38,125
BEFPBFR Advances to customers
HihfRE and other accounts 47,354,621 1,406,921 5,077,608 5,481,756 18,663,828 14,631,202 2,093,306
AfHEES Available-for-sale securities 5,870,797 = 198,218 255,566 5,019,241 327,379 70,393
BEZHHEE  Held-to-maturity
investments 13,237,149 - 735,549 4,007,828 6,701,775 1,785,951 6,046
EFXPHBHEE  Undated assets 1,116,733 - - - - - 1,116,733
BELE Total assets 86,285,242 2,479,521 16,219,868 10,347,406 33,172,407 17,609,990 6,456,050
BiR Liabilities
ERTREM Deposits and balances of
TEREEN banks and other
FRRkER financial institutions 4,258,309 128,693 - 4,114,616 15,000 - -
EEER Deposits from customers 60,543,910 12,200,835 46,849,668 911,337 582,070 = =
R5RABAE Trading liabilities 516,778 516,778 - - - = =
BEITENE Certificates of deposit
issued 6,263,059 - 604,984 1,987,159 3,670,916 - -
DRTEBES  Debt securities issued 2,241,122 = = 38,125 2,202,997 = =
EHAR Loan capital 4,275,599 - 2,330,389 - - 1,945.210 -
|AFBHARE  Undated liabilities 1,174,886 - - - - - 1,174,886
BERWE Total liabilities 79,273,663 12,846,306 49,785,041 7,051,237 6,470,983 1,945,210 1,174,886
HE-BEEE  Asset-liability gap (10,366,785) (33,565,173) 3,296,169 26,701,424 15,664,780
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23. EIBAE ¥T )

23. Maturity Profile (contd)

-“ZF

—==

EE+ZA=+—8H

As at 31 December 2005

MEAR
BEE
EEsEE  3EAMUE 1L
3 months or Z1F B5F
FIEF(EE  less but not 1 year or Syears  SFDALE
% Repayable repayable  less butover  or less but After BT R H
Total  on demand on demand 3 months  over 1 year 5 years Undated
BETT AT BEFT BEFT AT BE¥Tr BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
gE Assets
B&RAERTR  Cash and balances with
Hitb & BhiiE banks and other
MEETT financial institutions 990,454 990,454 - - - - -
ERTREM Placements with banks
S EEEMFR  and other financial
institutions 5,214,691 - 5,157,491 57,200 - - -
BE55 5 Trade bills 406,364 - 275,102 131,262 - - -
RHGBBREE Trading assets 6,199,473 228,144 - 12,574 2,209,584 402,947 3,346,224
ETEAEBIEL  Securities designated
DA B at fair value through
BENES profit or loss 1,117,542 - - 227,165 808,187 82,190 -
BEP#EHRR Advances to customers
Hth BRI and other accounts 43,617,341 1,439,841 4,101,392 6,135,882 15,259,293 14,700,716 1,980,217
A EES Available-for-sale securities 5,864,658 - - - 4,017,971 1,767,051 79,636
BEZIHIEE  Held-to-maturity investments 17,194,283 - 640,998 5,774,696 8,802,617 1,969,999 5,973
EFXPHBHEE  Undated assets 1,172,330 - - - - - 1,172,330
BESHE Total assets 81,777,136 2,658,439 10,174,983 12,338,779 31,097,652 18,922,903 6,584,380
BiR Liabilities
ERITREAM Deposits and balances of
TR banks and other
FRRkER financial institutions 4,157,446 326,198 3,816,248 15,000 - - -
BEPER Deposits from customers 54,786,566 12,311,061 40,814,896 1,429,019 231,590 - -
RH5BBRERE Trading liabilities 661,137 443,233 217,904 - - - -
BEITERE Certificates of deposit
issued 7,467,961 - 368,968 1,856,231 5,242,762 - -
BETEMES  Debt securities issued 2,245,435 - - - 2,245,435 - -
BEER Loan capital 4,352,351 - - - - 4,352,351 -
EFHBHAERE  Undated liabilities 1,186,446 - - - - - 1,186,446
BfE4E Total liabilities 74,857,342 13,080,492 45218016  3,300250 7,719,787 4,352,351 1,186,446
BE-GEEE  Asset-liability gap (10,422,053) (35,043,033) 9,038,529 23,377,865 14,570,552
SZZNEE ML INTERIM REPORT 2006 27
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24, f#E 24. Reserves
BEBRATRRER
Attributable to equity shareholders of the Bank
. B
Rt % (8 BXGEE — R Exchange
Share Capital General differences
premium reserve reserve reserve
BETT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
200561718 At 1 January 2005 282,930 6,589 100,000 (458)
BRIRIE B IR 1% E ik B Revaluation surplus, net
B of deferred tax - - - _
HEMEREEE Transfer to retained profits
RE % upon disposal of property - - - -
BAMERZ8 Exchange difference on translation - - - 3,407
B 1 R 18 R Release on disposal of an associate - - - 627
M ﬂx RENHBRDR S Equity settled share-based transactions - - - -
Hi EEH Available-for-sale securities
DYBEE - change in fair value - - - -
- 55@ fERE ~ deferred tax - - - _
Bengdn Cash flow hedge
- AFEEZEHN ~ effective portion of changes
BHEH in fair value - - - -
—BIEHE ~ deferred tax - - - -
RELER Profit for the year - - - -
BEREREARFERSE  Dividends declared and paid in respect
of the current year - - - -
R 20054 12A318 At 31 December 2005 282,930 6,589 100,000 3,576
200651818 At 1 January 2006 282,930 6,589 100,000 3,576
MEMENZ8 Exchange difference on translation - - - 2,052
DAIRRE 1B 1 B0 R 19 Equity settled share-based transactions - - - -
A HEE S Available-for-sale securities
-AFEEED - change in fair value - - - -
—BEHIE ~ deferred tax - - - -
RH R Profit for the period - - - -
BEERAHRE Dividends declared during the period - - - -
12006464 308 At 30 June 2006 282,930 6,589 100,000 5,628
* AEECKRBREERZERA#FBATESH ENMRENREBEERE - R_TEXRFRAZ ‘f'EI B 15 5 Al
BEMIRE TAITRE 2 € 84E%322,300,000 (ZETAFAA=TH - %ﬁzzw 800,0007T) * BIKEAIAE A
BB -
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24. %% »)

24. Reserves (cont'd)

BERATREER
Attributable to equity shareholders of the Bank
Hipas
BfEGE ,
Other property AFEEGME Hip it MR EG R B
revaluation Fair value Hedging Share option Retained okl
reserve reserve reserve reserve profits* Total
BETT BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
11,945 368,612 (7,725) 3,640 2,612,112 3,377,645
14,091 - - - - 14,091
(12,180) - - - 12,180 -
- - - - - 3,407
- - - - - 627
- - - 5,207 - 5,207
- (59,442) - - - (59,442)
- 10,403 - - - 10,403
- - 9,364 - - 9,364
- - (1,639) - - (1,639)
- - - - 1,047,043 1,047,043
_ _ - - (570,253) (570,253)
13,856 319,573 - 8,847 3,101,082 3,836,453
13,856 319,573 - 8,847 3,101,082 3,836,453
- - - - - 2,052
- - - 1,726 - 1,726
- (36,923) - - - (36,923)
- 6,462 - - - 6,462
- - - - 364,468 364,468
- - - - (246,000) (246,000)
13,856 289,112 - 10,573 3,219,550 3,928,238

*  The Group complies with the HKMA's requirement to maintain minimum impairment allowances in excess of those required under
Hong Kong Accounting Standards. As at 30 June 2006, an amount of HK$322,300,000 (30 June 2005: HK$233,800,000) was
included in the retained profits in this respect which was distributable to equity shareholders of the Bank subject to consultation
with the HKMA.
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25 SHERBEMEE 25. Assets Subject to Sale and Repurchase
Transactions
LTEERBESHEE REL : The following assets and liabilities are subject to sale and repurchase
transactions:
—TERE —TTRF
~A=+H +-A=+—8
As at As at
30 June 2006 31 December 2005
BETT BT T
HK$’000 HK$'000
ERARFEED KR ERIEH Included in held-to-maturity investments 2,643,141 2,205,403
ERARHEEEFERLFRESD Included in available-for-sale securities 878,785 -
ERARSABREERIER Included in trading assets - 462,254
3,521,926 2,667,657
ERAERITREMESREESN Included in deposits and balances
FREEFRES from banks and other financial
institutions 3,305,018 2,665,226
26. EXFAEANERS 26. Material Related Party Transactions
RERFEHMBEREEMBIBENL S R In addition to the transactions and balances disclosed elsewhere in these
BRON  NEEMITTUTERBEAMLRS - financial statements, the Group entered into the following material
related party transactions:
(a) HREIATNRS (a) Transactions with group companies
REAAN - REBEEBERTEBBIZAH HEE During the period, the Group entered into a number of transactions
EALHETTZERS  AHRERIBERE - with related parties, in the ordinary course of its banking business
BEZRIFHEZEFR  2HEREBER - TRIR including, inter alia, lending, acceptance and placement of inter-bank
IRGTINER G - BERFHNEHNTEBER deposits, participation in loan syndicates, correspondent banking
BECETRZHENEBMSRERmE - Wi transactions and foreign exchange transactions. The contracts were
REGAEEEMZ S REPHEFTER - priced based on relevant market rates at the time of each transaction,
BEERR BUEXHRREFTHEGRIET - 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.
30 FEREHRITAR AR CITIC KA WAH BANK LIMITED



26. EXFAEANRER S @ 26. Material Related Party Transactions (contd)

(a) HEBEATNRS (&) (a) Transactions with group companies (cont'd)
AHR - BEAARSNEERREEBNE The amount of related party transactions during the period and
R - outstanding balances at the end of the period are set out below:
REERAT E#EERAT
Ultimate Immediate CE L HEAT
holding company holding company Fellow subsidiaries Associates

BEAA=+HL-EA

Six months ended 30 June

ZRERAE —TTHF ZREFARE —TT0F ZRIRE —TTLF ZBTRE —TTIF
2006 2005 2006 2005 2006 2005 2006 2005

BREFRT AT EETR  A¥Tr  BETR BNt BERTR  BETx
HK$'000  HK$'000 ~ HKS$'000  HK$'000 ~ HKS$'000  HK$'000  HKS$'000  HK$'000

FSUA Interest income - - - - 1,019 2,382 4,705 1,487
FEXH Interest expense (6,917) (1,451) (1,484) (512) (44,390) (16,266) (10,537) (1,691)
Hiig Other operating
KA income - - - - - - 10,858 8,663
mes Operating
expenses (503) - - - (694) - (216) (6,473)
(7,420) (1,451) (1,484) (512) (44,065) (13,884) 4,810 1,986
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26. EXFEANTER S @)
(a) HHEBEABWRS (&)

26. Material Related Party Transactions (cont'd)
(a) Transactions with group companies (cont’d)

REERAT EEERAT
Ultimate Immediate FARMEAT HEAT
holding company holding company Fellow subsidiaries Associates
ZEERE _TTHE ZBERE _TTHF ZBERE _TThF ZBERE _TTHF
2006 2005 2006 2005 2006 2005 2006 2005
BETR  E%Tr  #EETRT  BE%Tr  EE%Tn  A¥Tn  #E¥ETR B%Tx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BRED Lending activities:
R1A1H At 1 January - - - - 152,264 218,609 200,000 134,187
A2006F 64308/ At 30 June 2006/
2005 124318 31 December 2005 - - - - 90,490 152,264 200,000 200,000
A LEE Average for the period/
THesE for the year - - - - 230,209 256,379 200,000 171,171
Hth e ARIE Other receivables:
R1A1H At 1 January - - 1 - 4,800 13,529 2,385 211
A2006F 64308/ At 30 June 2006/
2005 124318 31 December 2005 - - - 1 585 4,800 2,403 2,385
A LEE Average for the period/
THesE for the year - - - - 3,07 6,111 6,366 37,057
BEEER: Acceptance of
deposits:
»1A1R At 1 January 72,392 190,667 75,583 54,602 2,515,483 1,257,545 876,868 1,383,378
A2006F 64308/ At 30 June 2006/
2005 124318 31 December 2005 443,200 72,392 90,308 75,583 1,816,147 2,515,483 842,665 876,868
A LEE Average for the period/
THeE for the year 354,500 229,389 83,766 66,079 1,901,648 1,785,465 905,124 1,089,156
Hih IR : Other payables:
»1A1R At 1 January - 9 177 252,603 12,066 10,826 885 20
A2006F 64308/ At 30 June 2006/
2005 124318 31 December 2005 600 - 229 177 4,226 12,066 916 885
KE/FEE Average for the
He8 period/for the year 400 40 215 177,563 3,311 11,494 2,703 341

I gt b BE AT E R RS R E R
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No impairment allowance was made in respect of the above loans to

and placements with related parties.
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26. EXFEANERS @)
(b) TEEBEAENE

ZEEAEME (BEENTESERETE

26. Material Related Party Transactions (cont'd)
(b) Key management personnel remuneration

Remuneration for key management personnel, including amounts paid

BrzEm¥E) MmN to directors and certain employees with the highest emoluments, are as
follows:
HBEAA=+HLKREA
Six months ended 30 June
—TERE —ETERF
2006 2005
EETR BB T
HK$’'000 HK$'000
G HiE B A Short-term employee benefits 17,105 17,846
VAR 1 18 Share-based payments 1,521 1,875
18,626 19,721

HeBBe BERAEEIRAA (MiEs@) -

Total remuneration is included in staff costs (note 8(a)).

(c) X EEBASEERNE (c) Credit facilities to key management personnel
REAA - RATMARTREFERAFNEZEL During the period, the Bank provided credit facilities to key management
AE BEEBNTEERET E,\ZEE'*T%_%? personnel, including amounts paid to directors and certain employees
BRIE - REEMNIRREKE B fBZw? il with the highest emoluments, of the Bank and its holding companies
IXBEEAXENARREEER =& and their close family members and companies controlled or significantly
MESERABEBBERIRME IEE@*&EM%M influenced by them. The credit facilities were provided in the ordinary
AT (ER) BEMESERTAEALERS course of business and on substantially the same terms as for comparable
EIR R R BAER © transactions with persons of a similar standing or, where applicable,
with other employees.
—EERE —TTRF
2006 2005
EETR BT T
HK$’'000 HK$'000
R1ATH® &R Balance at 1 January 17,750 3,604
7 20065F 6 A 30H/ As at 30 June 2006/
200512 A31H 31 December 2005 20,051 17,750
BRN/FEAN &= &R B Maximum amount during
the period/year 24,184 24,516

TRFEHHERS  INTERIM REPORT 2006
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27. fTHETH 27. Derivatives
(a) FTEIAMNERSE (a) Notional amounts of derivatives
PTHETERERE - HAZHERNEENIEE Derivatives refer to financial contracts whose value depends on the value
WEEREETHEEENVBAL - of one or more underlying assets or indices.
NTRASEEEFZENMETENERSE The following is a summary of the notional amounts of each significant
M - type of derivatives entered into by the Group:
—EERERA=TH —EERFF+=ZA=1+—8H
As at 30 June 2006 As at 31 December 2005
z5 i B 25 Eap FEEE
Trading Hedging Total Trading Hedging Total

wETr EETR  BETR  S%T BRI ANTa
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000

EEEH Exchange rate contracts
BERZH Forwards 31,028,925 - 31,028,925 18,941,850 - 18,941,850
EHZ 5 Swaps 10,977,114 - 10,977,114 11,521,138 - 11,521,138
;g; A HA#E Options purchased 157,035 - 157,035 91,471 - 91,471
= A Options written 146,829 - 146,829 84,553 - 84,553
FEEH Interest rate contracts
RHIZZ 5 K Forwards and

HER S futures 1,635,028 — 1,635,028 3,032,254 - 3,032,254
B2 5 Swaps 12,377,446 6,819,880 19,197,326 6,897,921 12,074,747 18,972,668
EWN:L Options purchased 1,116,556 - 1,116,556 1,298,984 - 1,298,984
& Options written 1,116,556 - 1,116,556 1,298,984 - 1,298,984

58,555,489 6,819,880 65,375,369 43,167,155 12,074,747 55,241,902
A ER S HAEBEINE - FIERFBHFTS The above transactions are undertaken by the Group in the foreign
ET SETAMNEERSBEENDATENR exchange, interest rate and equity markets. The notional amounts of
S WIkABEHE - these instruments indicate the volume of transactions outstanding and
do not represent amounts at risk.
R-BERFAAZTHAHR-ZEZERAFE A Derivatives used for hedging purpose as at 30 June 2006 and
E+ HWEEREH R ZITETIR  E/F4E 31 December 2005 represented hedging instruments that were qualified
GEEADEIORETECEHAGET o for hedging accounting under HKAS 39.
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27. GTET R )

27. Derivatives (contd)

(b) FTEIRMNAFEEREERGENESEE (b) Fair values and credit risk-weighted amounts of
derivatives
—EERERA=+H —ELERF+=-A=+—H
As at 30 June 2006 As at 31 December 2005
EERE EERR
AFEEE MELE NEEE miEE R
Fair value Credit risk- Fair value Credit risk-
&aE B  weighted BE afE weighted
Assets Liabilities amount Assets Liabilities amount
EETT #ETn BEFTT BT BT BETT
HK$'000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
FELTHET A Interest rate derivatives 120,882 384,936 62,385 157,286 387,765 74,175
[EELTAT A  Currency derivatives 113,262 131,842 130,526 70,858 55,468 85,145
234,144 516,778 192,911 228,144 443,233 159,320
EERRINE S B IRRREEGRITEROD Credit risk-weighted amount refers to the amount as computed in
EFHAEATR R ENMKR=ZFFAENSE - B accordance with the Third Schedule to the Hong Kong Banking
ARG RS — TN BN KB B ER © 5t Ordinance on capital adequacy and depends on the status of the
BEERAENERIMEBRO%ZE 100%T5% - counterparty and the maturity characteristics. The risk weights used
MEEZR « FIFE R HEALTETESLAIH0%E50% range from 0% to 100% for contingent liabilities and commitments,
NE o and from 0% to 50% for exchange rate, interest rate and other
derivatives contracts.
NETETREEERBE  DETETIASLN The above derivative assets and liabilities, being the positive or negative
EMEEHBRZESEXASEZ A% kR marked-to-market value of the respective derivative contracts, represent
RAFEHN 2 EBRABE  MZREEGHLE gross replacement costs, as none of these contracts are subject to any
EERFEEE 2T - bilateral netting arrangements.
(c) EEABHPIAMGTAT AN AFEEE (c) Fair value of derivatives designated as hedging
instruments
NTRAEBEBEIEETRENITELIAD The following is a summary of the fair values of derivatives held for
NFEEME : hedging purposes by product type entered into by the Group:
—EERERA=+H —ZELERF+=-A=+—H
As at 30 June 2006 As at 31 December 2005
BE B& BE Bf&
Assets Liabilities Assets Liabilities
EETR EETR BT T BB T
HK$’'000 HK$’000 HK$'000 HK$'000
FMEEL Interest rate contracts 33,060 144,509 104,174 214,693
AEEBEHAFZREAERES TEEH X The fair value hedges principally consist of interest rate swaps that are
BESBERTISAEEE M LR B e F = used to protect against changes in the fair value of certain fixed rate
R HY o assets or liabilities due to movements in the market interest rates.
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27. fTEI R ) 27. Derivatives (cont'd)

(d) FTEITHMBRTERH (d) Remaining life of derivatives
THREHTEBERBEBAI AR (BREE The following tables provide an analysis of the notional amounts of
BB THAEHBAE S9N ITETERR derivatives of the Group by relevant maturity grouping based on the

BRI remaining periods to settlement at the balance sheet date:

—EESRERA=TH
BTEHNERSE
As at 30 June 2006
Notional amounts with remaining life of

1£EH L

FE 55
FUEC] 1EH T Over 1 year 5L E
Total 1 year or less to5years  Over 5 years
BT BT BT EETT
HK$'000 HKS$'000 HK$'000 HK$'000
FELTET A Interest rate derivatives 23,065,466 9,168,257 11,644,677 2,252,532
ERHTETA Currency derivatives 42,309,903 42,231,903 - 78,000
65,375,369 51,400,160 11,644,677 2,330,532

—EERF+ZRA=1+—8H
BRTFHNEZESH
As at 31 December 2005
Notional amounts with remaining life of

1A £

254
4z TFEEUT Over 1 year S5 E
Total 1 year or less to 5 years Over 5 years
BT T BT T BT T BT T
HK$'000 HK$'000 HK$’'000 HK$’'000
MEPFTETHR Interest rate derivatives 24,602,890 8,169,222 12,905,087 3,528,581
EXTATA Currency derivatives 30,639,012 30,561,012 - 78,000
55,241,902 38,730,234 12,905,087 3,606,581
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28. L EEBEREIE
(a) REESHRETEERKE
UTREGEISREEBRARNE

28.

(a)
“EE

Contingent Liabilities and Commitments
Contingent liabilities and commitments to extend credit

The following is a summary of the contractual amounts of each

ME - significant class of contingent liabilities and commitments:
—TERE —ETERF
~A=+H +-A=+—8

As at As at

30 June 2006 31 December 2005
BTx BT T
HK$’000 HK$'000

HEEEERE SR Direct credit substitutes 1,384,373 958,516

MY 5 EMEIEE Trade-related contingencies 1,269,539 1,058,462

RHAETR Forward forward deposits placed 530,000 -

H b4 Other commitments:

—REHBEEIFATH — with an original maturity of under 1 year
A {1 JRBE or which are unconditionally cancellable 13,125,114 12,846,765
—REHBEEIFHA L — with an original maturity of 1 year or over 1,648,353 350,146
17,957,379 15,213,889
EERRINESE Credit risk-weighted amounts 1,756,997 991,061
%A B ERAE N E HEENT A Eda Contingent liabilities and commitments are credit-related instruments

ERREE ER&

R H R ﬁ%$i§ﬁiﬁﬂ§)§}mﬁ“—(f

kO EER

HIEE TR TR -
EEEY
RIAR - BHEEEREEANEH

REKBEERPHEAMEAERBRNESE - &
REERAEEIHRDADE  HaeHE
WIHBEHRRKRERE -

BRI EEEA
Z100% 155 o

TRFETHRRS

INTERIM REPORT 2006

S N & AR RO R B A0 4 B 0%

which include acceptance, letters of credit, guarantees and commitments
to extend credit. The risk involved is essentially the same as the credit
risk involved in extending loan facilities to customers. 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 contractual amounts do not represent expected

future cash flows.

The risk weights used in the computation of credit risk-weighted

amounts range from 0% to 100%.
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28. BB BERKIE @)

(b) EEXKiIE
RN A=+ BEEARET S RRE Xk
TR BRENIRBEHEOBEREENT

(b)

28.

Contingent Liabilities and Commitments (cont'd)
Capital commitments
Capital commitments for purchase of equipment outstanding at 30 June

not provided for in the financial statements are as follows:

—TERE —TTRF
~A=+H +-A=+—8
As at As at
30 June 2006 31 December 2005
BETT BT T
HK$’000 HK$'000
ERERETH : Authorized and contracted for:
LE &S Property and equipment 3,227 16,610
EIRHEERTY : Authorized but not contracted for:
LENNE Property and equipment - 1,352
3,227 17,962
29. bk g 29. Comparative Figures
RIBECEAETEADE IR —ETRFEARA Share of an associate’s taxation for the period ended 30 June 2005 was
=THZAEMEARBIBEBER D EAMGH reclassified to share of profits less losses of associates in compliance
ARG AEETE - S LERETEEFHOM with HKAS 1. The comparative figures have been restated accordingly
AT & REIZRIEMRYE to conform with the current period's presentation.
30. “EBHEEIE 30. Post Balance Sheet Event

FATT 2 A K BA " CKWB (Cayman Islands) Ltd.
RZZEE—F+BRAAMEITFERT625%H
BEZEE - HMEEAZE$300,000,0005T (1
£1{£2,330,206,0007T) © RATR =T Z A FL A
NHEE -

38

Subordinated note with a coupon of 7.625% per annum and with face
value of US$300,000,000 (HK$ equivalent 2,330,206,000) issued on
5 July 2001 by CKWB (Cayman Islands) Ltd., a wholly owned subsidiary
of the Bank, was early redeemed on 6 July 2006.
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REBEUBEHBT
Unaudited Supplementary Financial Information
(BRAFRI5IBESN A B M B B8 (1)

(Expressed in Hong Kong dollars unless otherwise indicated)

1. UBERREE 1.

Summary of Financial Position

—BERE —TERF
~A=+H +-A=+—8
As at As at
30 June 31 December -4l
2006 2005 Variance
BETT BT T
HK$'000 HK$'000 %

EPREFIRESHER Advances to customers and trade bills 46,432,130 42,952,278 8.10

B Impairment allowances 362,247 409,322 (11.50)

BE®BE Total assets 86,285,242 81,777,136 551

FRBE Total deposits 66,806,969 62,254,527 7.31

- E G Total equity attributable to equity

shareholders of the Bank 7,011,579 6,919,794 1.33

BE 7S b 3 Financial ratios

RCTHBERFTRIL T Unadjusted capital adequacy ratio* 15.22% 16.44%

KB BRI R b T xx Adjusted capital adequacy ratio** 14.57% 15.66%

BE6A30H/12A31H 1k Average liquidity ratio for the period/

P RBE & R e year ended*** 45.72% 51.07%

EfFLbpx Loans to deposits 69.50% 68.99%

ERHBEERELE Loans to total assets 53.81% 52.52%

DEN O PN Cost to income 51.47% 55.24%

BED@E Return on assets 0.93% 1.29%

1) 2 [0 3R Return on average total equity

attributable to equity
shareholders of the Bank 11.24% 16.23%

o OREHABRERAFTRLERRETACHE *  The unadjusted capital adequacy ratio is computed on the
BER(EER]) REEBENMRE & consolidated basis covering the Bank and certain of its subsidiaries
KOTREETHBARMAHEE - W E as required by the Hong Kong Monetary Authority (the “HKMA")
FEBBERITEKOIDINER = EETH - for its regulatory purposes, and is in accordance with the Third

Schedule to the Hong Kong Banking Ordinance.

AR EAFTELEREERAEEANTIS **  The adjusted capital adequacy ratio which takes into account
Rk - WiEBEERBEMO TSR R market risks as at the balance sheet date is computed in accordance
BERHER)ESIHRERHEERTR with the Guideline, “Maintenance of Adequate Capital Against
LEEBRBE HFEESE - Market Risks" issued by the HKMA and on the same consolidated

basis as for unadjusted capital adequacy ratio.

o PERBASHEREBEEERAEERN *** The average liquidity ratio is computed on the consolidated basis

FIE - BRETRETHBRRANEOE
30 BRFAEB GRIT GBI IR g

HAEHE -

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.

ZTTRNFEFRHHE  INTERIM REPORT 2006
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2. MNRBIEEERERE 2. Capital Base After Deductions
—BERE —TTRHEF
~A=+H +-A=+—8
As at As at
30 June 2006 31 December 2005
BETRT BT T
HK$'000 HK$'000
BLERXR Core capital
BT EBRA Paid up ordinary share capital 3,083,341 3,083,341
P tn it (8 Share premium 282,930 282,930
&k Reserves 2,782,672 2,811,120
BOEXREE Total core capital 6,148,943 6,177,391
AR EMEER \ Eligible supplementary capital
AT B MIEIER S HEES  Reserves on revaluation of holding of
K EEE MM HOFEE securities not held for trading purposes 350,971 332,076
BEEEMNGERERER Collective impairment allowances for
EE R impaired assets and regulatory reserve 571,500 528,790
KXABEEE Perpetual subordinated debt 1,945,210 2,016,390
BHIRERR Term subordinated debt 466,078 467,192
. ewwpEresE 00 Total eligible supplementary capital | 3333759 3344448
MNREIER A SRR Total capital base before deductions 9,482,702 9,521,839
EERERAIE Deductions from total capital base (12,156) (12,156)
MBRBIEEEERER Total capital base after deductions 9,470,546 9,509,683
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(a)

S EPE

B EEl 5

BEAEENEEEEMBRMBAIT - AR
BEBEEREENEEECRENDITIEM S -
REBEEEFBLEEL  RNEBIO%IA L
BEEIRA - Ralsaf - BEE - B8E =K
BEERARYREEELIBEBEBER -

3. Segmental Information
(a) By geographical areas

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 arising therefrom or booked therein.

—EERESRA=TH —EETRAF+ZA=+—H
As at 30 June 2006 As at 31 December 2005
BHER B HR B R
EFBR RER BWEER KPP ER R #R AR
Advances to Overdue loans Impaired  Advances to Overdue loans Impaired
customers and advances loans customers  and advances loans
BETRT BETRT BETRT BB T BT T BT T
HK$’'000 HK$’000 HK$'000 HK$'000 HK$'000 HK$’'000
BB Hong Kong 36,832,424 303,342 386,032 34,276,715 233,908 267,297
ey Mainland China 6,659,096 656,992 469,252 6,429,148 465,307 465,307
ES USA 1,060,564 - - 743,396 - -
Hh Others 1,507,865 9,764 9,764 1,096,655 - 71,288
46,059,949 970,098 865,048 42,545,914 699,215 803,892

-=
==

FRAREMESTHENE RIS S —IHE
wEn  RBREBCEELEAN - AEIZ T
FMBERE—TELERNERRRSEEE
RITHWBIRRIES -

BMERIBREEAREE=EANER -

A E SRR 3R R ERE F & A E 5
HEER

TRFEHHERS  INTERIM REPORT 2006

The above geographical analysis is 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.

Overdue loans and advances are loans that have been overdue more
than three months.

Impaired loans are individually assessed loans with objective evidence

of impairment on an individual basis.
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(b)

42

DEEFE #)
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feERH

R1T M AEE 2 BURTS © IA
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(b)

Segmental Information (cont'a)

By business segments

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

Fund investment

Unallocated

. It mainly comprises deposit account

services, residential mortgage, 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 all fund investments

made by the Bank that are managed
by external fund managers.

. It mainly comprises the Bank’s premises

and any items which cannot be
reasonably allocated to specific business

segments.

For the purpose of segment reporting, the allocation of operating income

reflects the benefits of funding resources allocated to the business

segments based on internal funds transfer pricing mechanism.

Cost allocation is based on the direct costs incurred by the respective

business segments and apportionment of overheads on a reasonable

basis to the business segments. Rental charges at market rate for usage

of bank premises are reflected as inter-segment income for the

“unallocated” segment and inter-segment expenses for the respective

business segments.
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3.

DEEFE @)

(b) HEHES (&)

3. Segmental Information (contd)
(b) By business segments (cont’d)

BEARA=+HILEREAR

Six months ended 30 June

—TERE —ETRF —EETRE —ETRF
2006 2005 2006 2005
EFEEB
i mi s F/

(E518) EFEEBH

Profit/ T A7 4

(loss) from Profit from
ordinary ordinary HEWAN gERA
activities activities Operating Operating
before taxation before taxation income income

(E#)

(restated)
BETRT BB T BETRT BB T
HK$’000 HK$’'000 HK$'000 HK$'000
TERITER Retail banking business 188,099 130,272 474,892 398,379
B ERITHEE Wholesale banking business 299,791 320,495 393,134 325,031
BB Treasury 47,971 112,715 90,815 154,709
EERBER Fund investment 9,771 34,686 9,771 34,686
AOBLETF Unallocated (100,199) 175,273 19,724 12,728
445,433 773,441 988,336 925,533

RZZERF KBRS EER] NS
FfT A Bk & 2 W) /&5 1878 % 10,501,0007T °

REBE(ERBGAEINE 1R - —TTRFRA
=+ B ZPrIEEE R R BIRE 0 AR PTG
BN B N B 18 o

MR-ZEZERF  WERXBOMRIL  MESKR
ﬁ%ﬁﬁ?ﬁﬁﬂ*%li#ﬁﬁﬁé%ﬁ"*ﬁ EB oA
Fi$’$@ﬂ’]iﬁ£§k&?ﬂ*ﬁ[#& SEMEBEHOE
EHEENDHON - ZFLRARFEEH
f’?ﬂJE/‘lltBﬁ&LAWAE%E"*Eé:Eﬁ%%““* °
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Profit for the period ended 30 June 2005 from “Unallocated” included
share of losses of associates amounting to HK$10,501,000.

Share of an associate’s taxation for the period ended 30 June 2005 was
reclassified to share of profits less losses of associates in compliance
with HKAS 1.

In 2005, fund investment segment was established and treasury segment
has been reallocated among the business segments for internal reporting.
The reclassification of the business segments with reference to the
Group’s organization and internal reporting structure can provide a better
segmental analysis. The comparative figures disclosed in this note have
been reclassified accordingly to conform with the new business segments
classification.
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4. BHERBI: 4. Overdue Advances to Customers

—EFERERAZ=TH —EERF+-A=+—H

As at 30 June 2006 As at 31 December 2005
EERBR HEFP#R
% BEE%
% on total % on total
#¥ I advances to BH#FIr  advances to
HK$'000 customers HK$'000 customers
BMER AR The gross amount of advances
B EE has been overdue for periods of:
—3@AN LR — 6 months or less but
61E A over 3 months 49,141 0.11 40,244 0.09
-6 AN EE1F — 1 year or less but over
6 months 285,615 0.62 82,213 0.19
—1F —over 1 year 635,342 1.38 576,758 1.36
“aEE Total 970,098 2.11 699,215 1.64
BRI E AR Secured overdue advances 880,167 640,526
4 4 R e HA 2 R Unsecured overdue advances 89,931 58,689
970,098 699,215
BEBKFBMEE I Market value of collateral
EHmmE held against the secured
overdue advances 1,550,516 1,014,444
18 RIA B B # Individual impairment
allowance made 82,125 58,707
RZEERNFANAA=THEZZZTRF+A There were no advances to banks and other financial institutions which
=+—H  AEBETESHRBE=@AMNRT were overdue for over 3 months as at 30 June 2006 and 31 December
RE S mEEEGR - 2005.
5. Hithi@H&EE 5. Other Overdue Assets
—EBERE —ETARF
~A=+H +=-A=+—8
As at As at
30 June 2006 31 December 2005
BETT BT T
HK$'000 HK$'000
B 5 EBREDmEE - The gross amount of trade bills which
has been overdue for:
-6l AN EE1F — 1 year or less but over 6 months - 2,725
—1F N E —over 1 year 1,197 -
1,197 2,725
BEZIMIHC @ EE - Held-to-maturity securities which
have been overdue for:
— 15 E - over 1 year 15,535 15,510
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6. Rescheduled Loans

—EERERNA=1+H —ET

As at 30 June 2006

hAFE+ZA=+—H
As at 31 December 2005

EEERR HEPBR

% B %

% on total % on total

#E¥TFIT advances to BET T advances to

HK$'000 customers HK$'000 customers

BEEEXR Rescheduled loans 14,434 0.03 25,077 0.06

iﬂ,\/ﬁ\ﬂh1ﬁ§k}\./t’5@7fﬂllﬂ;§ﬁﬁzﬁ%ﬁﬁu
HERMEETRABERERERNRR &
L §1§ETE’]53TM\*1¢£J$‘§I% WIF— MR
G- RPERENREHKRERADBEB
& A

WH M FE@ERNBERETS B -

|H % H

f

—ZEETREF
=t+—H8 &

BB -

HE&E

HI

NAZ+BER-ZEERF+ A
SEVESEENRTREMESE

e

K

Rescheduled loans 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 loans to customers are stated net of any

advances that have subsequently become overdue for over 3 months

and reported as overdue advances in note (4).

There were no advances to banks and other financial institutions which
were rescheduled as at 30 June 2006 and 31 December 2005.

7. Repossessed Assets

—EERE —ETRF

~A=+H +-A=+—H”

As at As at

30 June 2006 31 December 2005

BETT ok

HK$'000 HK$'000

ERFABEFP#HR K Included in advances to customers

HibBRE AP and other accounts 182,988 192,128
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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 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.

Significant foreign currency exposures at the balance sheet date are as

follows:
—EEREARA=+H
As at 30 June 2006
HER Equivalent in E$H AR% Hi 4z
BETT HK$'000 US dollars Renminbi Others Total
RE&E Spot assets 32,699,918 1,085,337 4,054,457 37,839,712
REB’E Spot liabilities (33,029,463) (771,347)  (5.656,619) (39,457,429)
RHBE A Forward purchases 20,789,836 - 6,184,780 26,974,616
ERHAE W Forward sales (20,416,789) - (4,586,675) (25,003,464)
HlERFE Net options position 1,887 - (1,887) -
R/I(8) BFE Net long/(short) position 45,389 313,990 (5,944) 353,435
—EERF+-_A=+—H
As at 31 December 2005
HER Equivalent in 7 AR H REE
BT T HK$'000 US dollars Renminbi Others Total
RE&E Spot assets 27,583,413 850,714 5,440,145 33,874,272
HEABE Spot liabilities (29,820,124) (540,794) (5,080,855)  (35,441,773)
REIE A Forward purchases 16,617,043 104,658 3,758,734 20,480,435
mHEE W Forward sales (13,674,662) (104,573) (4,122,558)  (17,901,793)
MRS Net options position (179) - 179 -
R/(R) 858 Net long/(short) position 705,491 310,005 (4,355) 1,011,141
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The net options position is calculated using the model user approach.
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Cross-border Claims

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 institution, 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:

RITRHE A
SRIHE
Banks and NERE
other financial Public sector Hith Pk
institutions entities Others Total
EBETT EETT BETT BETT
HK$°000 HK$'000 HK$'000 HK$'000
—EFEREARA=+H At 30 June 2006
EBNINERE Asia and Pacific excluding
Hong Kong 9,387,417 312,438 7,635,760 17,335,615
HpaoN of which Australia 2,901,205 411 12,975 2,914,591
Heps of which Mainland China 3,322,682 311,242 6,681,479 10,315,403
NI ais Caribbean = = 4,443,360 4,443,360
HPRERS of which Cayman Islands - = 3,827,131 3,827,131
s Western Europe 11,087,671 1,125 4,820,309 15,909,105
Hrhk of which France 1,462,898 = 777,732 2,240,630
H=E of which Germany 1,827,070 - 3,989 1,831,059
H A of which Netherlands 872,217 - 766,995 1,639,212
Hehim+ of which Switzerland 1,349,159 - 523,670 1,872,829
B of which United Kingdom 2,604,426 332 1,396,648 4,001,406
—EETRF+ZA=+—H At 31 December 2005
BEBNINERE Asia and Pacific excluding
Hong Kong 7,553,502 441,975 7,534,359 15,529,836
HopsoN of which Australia 3,000,177 763 70,118 3,071,058
Heps of which Mainland China 2,425,439 391,052 6,801,933 9,618,424
JIIEINs ! Caribbean - - 4,208,681 4,208,681
HhHERS of which Cayman Islands - - 3,575,271 3,575,271
Py Western Europe 11,118,604 1,791 4,861,642 15,982,037
HAx of which France 1,257,160 - 812,763 2,069,923
HepiEH of which Germany 1,423,132 - 113,916 1,537,048
H A of which Netherlands 1,061,821 - 821,618 1,883,439
HpHE of which United Kingdom 2,492,175 623 1,224,905 3,717,703
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10. Risk Management

The Bank manages various types of risks mainly through the Risk
Management Group under the close supervision of the board-level Credit
and Risk Management Committee (“CRMC"). The CRMC defines and
delegates risk approval authorities to different risk committees including
the Asset and Liability Management Committee (“ALCO"), the Credit
Committee and the Non-Performing Loan (“NPL"”) Committee which
comprises the Chief Executive Officer, the Acting Risk Management
Group Head, business heads and other senior management. The Bank
continually modifies and enhances its risk management policies and
systems to reflect changes in markets, products, best practice and
regulatory requirements.

In end-2005, Risk Management Group successfully revamped its risk
grading system and rolled out an expert judgement model that can
quantitatively differentiate various levels of credit risk and technically
capable of calibrating probability of customer default. Sections of credit
risk policy, product and investment risk underwriting, exposure control,
management information systems and risk infrastructure were also
realigned into a newly formed Policy & Portfolio Risk Management Unit
to take ownership of the new risk grading system. Subsequent to the
installation of the new grading system, the Bank satisfactorily completed
in June 2006 the conversion process in which all corporate customers
were regraded via the expert judgement model.

With the preparation done in the past few years for Basel Il, the Bank is
ready to meet the requirements of the Standardised Approach by the
end of 2006. A Basel Il working committee has been formed to
coordinate credit risk, market risk and operational risk, implement
necessary measures and institute system enhancements. Meanwhile,
the Bank has assessed impairment losses of financial assets in accordance
with the requirements of sections 32 and 39 of the new Hong Kong

Accounting Standards via an unique model implemented in 2005.
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10. Risk Management (cont'd)

0]

The Bank manages the following main types of risks:

Credit risk management

Credit risk is managed by regular analyses of the current and potential
risk of loss arising from a customer’s or counterparty’s inability to meet
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.

Credit risk management is effected by monitoring implementation of
adopted credit policies that determine the borrower’s creditworthiness,
credit risks classification, loan application procedure and procedures
for making lending decisions. The Bank applies the same credit policy
in respect of contingent liabilities as in respect of financial instruments
recorded on the balance sheet, based on loan approval procedures, use
of limits to reduce risk and monitoring. Credit risk is also minimized by
obtaining collateral in the form of pledged assets and guarantees from

borrowers and third parties.

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,
the 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 obligor’s credit
rating, collateral, product, industry and geography to manage

concentration risk.
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10. Risk Management (cont'd)

(ii) Liquidity risk management
The Bank always maintains a high liquidity ratio in order to meet
unexpected increases in customer demand on cash. In 2006, the Bank'’s
average liquidity ratio was 45.72% (2005: 51.07%). Apart from
compliance to statutory ratio requirement, stress tests are performed
regularly. The Bank invests its surplus funds in a portfolio of high-grade
securities, which can generate liquidity if necessary either through re-
purchase arrangements or out-right selling in the secondary market.
The Bank is also active in wholesale funding by issuing long-term
certificates of deposit so as to secure a stable source of funding. The
total amount of certificates of deposit issued by the Bank was HK$6.26
billion, constituting 9.37% of its total deposits as at 30 June 2006.

60

AIT-EERE-AEAABAFYRHESILE
The Bank’s Average Monthly Liquidity Ratio for Jan — Jun 2006
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10. Risk Management (cont'd)
(iii) Market risk management

Market risk is the risk of loss arising from the movements in market
variables such as foreign exchange rates, interest rates, equity and
commodity prices. The Bank mainly derives its market risk exposure
from short-term trading positions and long-term strategic businesses.

The Bank manages its market risk within a hierarchy of limits approved
by the Bank’s Credit and Risk Management Committee (“CRMC"), Asset
and Liability Management Committee (“ALCO") and its delegated sub-
committees. The hierarchy is composed of limits at three levels: policy,
business and transaction. Each level in the hierarchy consists of limits
on a series of risk measurements, including profit and loss limits, position
limits and sensitivity limits. Limit excesses will set off alert signals or

trigger adequate actions at different management levels.

The Bank’s Treasury is the central point to take and manage market risk
exposure within the prescribed limit hierarchy.

Operating as a unit under the Risk Management Group, Market Risk
Management is responsible for the daily monitoring and reporting
functions of market risk exposure to ensure that the Bank’s market risk
exposure is within the prescribed limits.

The Bank measures the overall market risk of its trading portfolio in
terms of VaR. VaR is a statistical tool to estimate the potential loss of an
investment portfolio over a selected time horizon and given a confidence
level. The Bank adopts a 99% 1-day VaR and implements historical
simulation to compute the VaR figure. The simulating process reflects
the historical relationships among different market variables. The Bank’s
average VaRs for the trading portfolio were HK$1,453,205 and
HK$3,294,516 during the first half-year of 2005 and 2006, respectively.
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10. Risk Management (cont'd)

(iii) Market risk management (cont'd)
For the half-year ended 30 June 2006, the average daily mark-to-market
revenue from the Bank's trading portfolio and fund investment was
HK$1,177,136. The graph below shows the histogram of the Bank’s
daily mark-to-market revenues.
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Daily Distribution of Mark-to-Market Revenue for the 1st Half Year of 2006
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From the graph above, the maximum daily mark-to-market revenue
was HK$10,705,809 and the maximum daily mark-to-market loss was
HK$7,134,278. Out of the 121 trading days for the period, there were
70 days with mark-to-market gains and 51 days with mark-to-market
losses. The most frequent range of daily mark-to-market revenue
was between -HK$1,500,000 and -HK$1,000,000, with the highest
occurrence of 10 days.

(iv) Capital adequacy management

The Bank has structured and maintained a strong capital base to support

the development of the Bank’s businesses 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

15.22% and 14.57% respectively as at 30 June 2006, well above the

statutory minimum ratios.

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's capital requirements
for its regulatory supervision purposes.
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10.

(v)

(vi)

Risk Management (cont'd)

Foreign currency risk management

The Bank'’s foreign exchange risk stems from taking foreign exchange
positions, commercial dealings, investments in foreign currency securities
and operations of overseas branches and subsidiary. All foreign
exchange positions are subject to exposure limits approved by ALCO.
The Bank’s average daily foreign exchange trading profit and loss for
the half-year ended 30 June 2006 was a loss of HK$8,439.

Interest rate risk management

The Bank’s ALCO oversees all interest rate risks arising from the interest
rate profile of the Bank’s assets and liabilities. These interest rate risks
are comprised of maturity gaps, basis risks among different interest
rate benchmarks, yield curve movements, interest rate re-pricing risk
and embedded options, if any. ALCO supervises the interest rate risks
of the banking book through gap mismatch reports, sensitivity analyses
and various stress testings. To mitigate interest rate risks, the Bank has
used interest rate derivatives, mainly interest rate swaps, to hedge both
assets and liabilities such as available-for-sale securities (AFS) and non-
trading liabilities (NTL).
principles, under which the fair value changes between the AFS/NTL

The Bank has adopted hedge accounting

securities and the corresponding hedging derivative instruments are
offset with each other. The Bank'’s trading profit and loss in interest
rate risk includes accrued interests. The Bank’s average daily profit and
loss on interest rate risk for the half-year ended 30 June 2006 was a
gain of HK$72,510.

(vii) Other trading and investment activities

For the half-year ended 30 June 2006, the Bank has invested part of its
excess liquidity in external funds to enhance its return. During the period,
the average daily mark-to-market revenue from these funds was
HK$1,113,064.

53



AEERMBENER

Unaudited Supplementary Financial Information

10.

EEEE &)

Mm%ﬁﬁﬁmmﬂﬂ

54

ATEBEERERZREERIEHEEBRIER

o 2ERERZEENKERRIERRZES

TREMEBREREREEEHPIMIE LM

BEABE  SENEEZEEMNES—

BRBEEMEIER - EANEEZE AR ATTH

%%ﬁﬁﬁ%‘%%%%&ﬁﬂﬁﬁ REEM
FEEETE -

AITH EBBRERRERENEEFOT T
%@‘ﬂ&‘%ﬁ*AE&%EI%%%ﬁ%
1B - WRITH 5 - FHHRIERRI AEAL -
MEMEREBIRIERRFFHRE T AR
FREANEZHENEY  UEAMRERBER
Wﬂﬁmﬁﬁ°ﬂﬁﬁiﬁﬁﬁﬁﬁlﬁﬁﬁ
CEEMAEREERRNM T FRER

%@

B ATEB TR IEE R R EIRER
- BB

- BFEEZRENERREMBEBEMNERF
F - AERABENIEFSEBRNDNE
BAEE -

- REANERBENEE SETIEES
BETEIRFHERMERE - LHERE
ITHEEMBENEEMSEI -

—  RHMEHEMMRE - ARREHELA - &
MEmMmIMFERNFLEBEL - 25
N R By o

- BEREMAARBEEHOEZLEE A
AZHERMEAKRINIEENERESE -
EBIREMEEIB R AT SEEREMER
HmaIZERAERSE

10. Risk Management (cont'd)
(viii) Operational risk management

The Bank manages its operational risk through the Operations and
Control Committee (“OCC") that comprises the Chief Operating Officer
as the chairman and other senior staff from various business lines and
support functions. One of its key responsibilities is to periodically review,
update, and test as necessary the operational policies, procedures and

contingency plans of the Bank.

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 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 currently manages its operational risk through a number of

ways:

- Operations and technology polices and manuals are developed
and reviewed annually to ensure processes are adequately
considered and defined.

- Human resources policies and practices are established to define
and encourage proper staff behaviour, and to ensure 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.

- Disaster recovery and business continuity 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
sudden and massive customer withdrawal due to market rumors

or other reasons.
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10. Risk Management (cont'd)
(ix) Legal risk management

(x)

The Bank remains abreast of all legal and regulatory requirements
applicable to its governance and operations, and continuously seeks to
develop its people, to enhance its systems and processes to create
awareness, monitoring and to implement necessary changes. Policies
and procedures remain under constant review. Continuous training of
our people in the areas of the Bank’s policies and procedures as well as
applicable laws, rules and regulations remained essential to the

management of the Bank’s legal risks.

Our Legal and Compliance Department (“LCD") has been a key partner
in the business, providing legal and compliance advice and support to
In the first half year of 2006, LCD was actively

involved in launching new products and new business, strategically

all parts of the Bank.

important transactions and commercial agreements, outsourcing
arrangement as well as day-to-day matters arising from the business
In 2006, we will
continue to support LCD as a critical mission-important function of
the Bank.

that is diverse both geographically and in scope.

Strategic and reputational risk management

In order to keep pace with the ever-evolving operating and regulatory
environment of the Bank, senior management places a high priority on
ensuring that our business and operational strategies are appropriately
defined and executed in a professional and time-relevant manner. Great
care is taken to protect our reputation and maximize our brand equity.
The Management Committee of the Bank meets regularly to monitor
and manage the Bank’s strategic and reputational risks, and is responsible
for enforcing high-level policies approved by the Board to identify and
assess such risks, as well as to improve controls.
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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 38.

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 Institute of Certified Public Accountants. A review consists principally
of making enquiries of group 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 2006.

KPMG
Certified Public Accountants
Hong Kong, 17 August 2006
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1.0

2.0
2.1

Operating Environment

CITIC Ka Wah Bank Limited (the “Bank”) focused on strengthening
its fundamentals and building competencies last year in order
to enhance its competitive advantages and to drive future
business expansion. The results of such efforts were evident
in the strong performances delivered by all its major business

departments in the first half of 2006.

Business Performance

Earnings

The Bank accounted for 74.1% of CITIC International Financial
Holdings Limited's (“CIFH") net profit, as such its overall results
performance was similar to that of CIFH. For the first half
of 2006, the Bank’s interest income grew by a significant
53.1% year-on-year, but soaring funding costs saw its net
interest income reduced by 13.7%. Nevertheless, a strong
39. 8% non-interest income growth helped to offset the decline
in net interest income and the rise in operating expenses.
As a result, it reported a 7.1% rise over the same period
last year in operating profit before impairment allowances
to HK$480 million. A net provision of HK$13 million in
impairment losses was recorded in the first half of 2006 as
compared to a net release of HK$99 million in the corresponding
period last year. As a result, operating profit dropped 11.2%
over the same period last year to HK$486 million. The Bank’s
profit attributable to shareholders for the first half of 2006
dropped 46.7% to HK$364 million on a financial accounting
basis as compared to the same period last year; apart from
reasons cited above and the fact that the previous year’s results
included a one-off gain of HK$227 million from the sale of

Ka Wah Bank Centre, the current year’s results also carried a

net book loss of HK$47 million from the sale of bank premises.
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2.2

It should be noted, however, that the property transaction
itself did not create a real loss, and it was instead carried as a
net disposal gain of HK$45 million in CIFH's consolidated
accounts due to the release of a property valuation reserve
created in 2002. If the gains from the sale of bank premises
had been fully taken into account, the Bank’s contribution to
CIFH's profit attributable to shareholders would have been

HK$471 million.

Net Interest Income

The Bank’s efforts to strengthen its core business fundamentals
have resulted in strong performances in both its wholesale
and retail loan portfolios. This, coupled with the widening of
the Prime Lending Rate (“Prime”) and the Hong Kong
Interbank Offer Rate (“HIBOR") spread, helped push interest
income up by 53.1% during the period. However, the sharp
rise in market interest rates doubled its funding costs, resulting
in a 13.7% year-on-year contraction in its net interest income
to HK$492 million in the first half of 2006. After adjusting for
the funding cost on its fund investments, the Bank’s net interest
margin stood at 1.76% for the first half of 2006 as compared

to 1.81% restated on the same basis for the first half of 2005.
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2.3

2.4

Non-Interest Income

For the first half of 2006, strong performances by the Bank'’s
core businesses contributed to a significant 39.8% growth in
its non-interest income to HK$496 million compared to the
same period last year. The growth was mainly derived from a
48.4% increase in gross income from fund investments, a
42.7% increase in corporate loans related fees, a 31.3%
increase in retail banking fee and commission income as well
as a 110.5% increase in foreign exchange trading gains. The
share of non-interest income in its operating profit rose
significantly to 50.2% for the first half of 2006 from 38.4%
for the corresponding period last year. The Bank will strive to

maintain this ratio above 40% for the foreseeable future.

Operating Expenses

The Bank's operating expenses for the first half of 2006 rose
by 6.5% year-on-year, primarily due to the rise in staff-related
costs as well as one-time relocation expenses related to the
consolidation of its retail and back-office operations in
Somerset House in Quarry Bay under its office premise
rationalisation plan. Its cost to income ratio fell slightly to
51.5% from 51.6% for the first half of 2005, but was better
compared to 55.2% recorded at 2005 year-end. With prudent

cost control measures in place, the Bank will strive to further

reduce this ratio by the end of 2006.
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2.5

3.0
3.1

3.2

Impairment Allowances

The Bank lent conservatively and strived to continually improve
its risk management and asset quality. With the credit cycle
normalising in the first half of 2006, the Bank recorded a
HK$49 million charge for individually assessed loans and a
HK$36 million release for collectively assessed loans, resulting
in a HK$13 million net charge in loan impairment allowances
in the first half of 2006. Including impairment on other assets,
the Bank still registered a HK$13 million net charge in
impairment allowances, compared to a net release of HK$99

million in the corresponding period last year.

Asset Quality

Asset, Loan, and Deposit Sizes

In tandem with the continuous growth in the Bank’s core
businesses, its asset size has also expanded significantly. As
at 30 June 2006, the Bank’s total assets were HK$86.3 billion,
representing a 5.5% increase from 2005 year-end. Total loans
rose 8.1% from 2005 year-end to HK$46.4 billion, driven
mainly by a rise in loans for use outside Hong Kong as well as
financial sector related loans and trade finance. Total deposits

grew by 7.3% from 2005 year-end to HK$66.8 billion.

Asset Quality Indicators

The Bank reported improvements in its asset quality indicators
during the period. Its coverage expanded from 87.8% as at
2005 year-end to 97.4% as at 30 June 2006. Its mortgage
delinquency ratio in June 2006 fell further from 0.14% as at
2005 year-end to 0.13%. Its credit card charge-off ratio also
fell further from 1.36% as at 2005 year-end to 1.33%.

FERERITAERAR  CITIC KA WAH BANK LIMITED
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3.3 Financial Position

RZBZRERNAR - RITHREHE As at 30 June 2006, the Bank’s unadjusted capital adequacy
BEARAFREHEERI52%  FHREBHES ratio was 15.2%. Its average liquidity ratio was 45.7%. Its
tbEB457%  BEfFEEAE69.5% @ B loans to deposits ratio was 69.5% and its loans to total assets
HEEBENEAES3.8% - ratio was 53.8%.
TEUBER
Key Financial Indicators
—EBERE —EERF
~A=+H +=—RA=+—H
30 June 2006 31 December 2005
REHABEERT R X Unadjusted capital adequacy 15.2% 16.4%
FHERSHES L E Average liquidity 45.7% 51.1%
BEfFbt & Loans to deposits 69.5% 69.0%
ERHEERELX Loans to total assets 53.8% 52.5%
BB E SR & Impaired loans 1.88% 1.89%
BEXR~ Coverage* 97.4% 87.8%
BEXEBEEEX Loan loss coverage 41.9% 50.9%
FEREREEEX Collective assessment coverage 0.54% 0.69%
A3 PSR AE BB B B K Mainland loans to total customer advances 14.5% 15.1%
* Sk 5 45 M8 B ST A 60 (8 7 1 J2 6 18 B 3 R 2 I LA D6 e B 4B BB
*Calculated by dividing the sum of individually assessed impairment allowances and collateral of impaired loans by the gross impaired loans
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4.0
4.1

Business Development

Retail Banking Group

The Bank’s Retail Banking Group (“RBG") reported strong
business momentum in the first half of 2006, with a healthy
improvement in net interest income underpinned by the
widened Prime-HIBOR spread, and non-interest income growth
supported by its continuous programme of new products

and services campaigns.

Its key strategic focus during the period was to develop its
new mass affluent wealth management service, CITICfirst.
Following its soft launch to existing clients in October 2005,
the full marketing launch of CITICfirst was rolled out
in March 2006, and by the end of June, CITICfirst had
attracted over 4,900 customers with average assets
under management exceeding HK$3.5 million. The launch
of CITICfirst also boosted the Bank's wealth management
income in the first half of 2006, with a 18.4% year-on-year
growth in its unit trust income, a 61.8% year-on-year increase
in its securities income and a 79.6% year-on-year rise in its
equity-linked and foreign currency-linked investment products
income. The Bank targets to increase its penetration of the

affluent market from 2% to 5% within three years.

In mortgage lending, although the Bank did not match
the rate-cutting competition by its peers, its market share of
newly drawn residential mortgages grew from 2.6% to 3.6%.
This was achieved through the offer of several new mortgage
solutions, and was further helped by increased mortgage
lending activities in older districts through the Bank's subsidiary,

HKCB Finance Limited.
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4.2

The Bank also experienced good growth momentum in
the business segment targeting small- and medium-sized
enterprises, registering total loans growth of 35.8%
year-on-year, of which trade finance loans increased by

69.9% year-on-year.

Wholesale Banking Group

The Bank’s Wholesale Banking Group (“WBG") took a strategic
decision in 2005 to reposition itself from a pure lender to a
solutions bank. Its aim is to deepen client relationships by
offering value-added solutions, and thereby to broaden its fee
income generation capability. This strategy has already yielded

encouraging results in the first half of 2006.

Its expanded Syndication Department completed 13 syndicated
loans in the first half of 2006, of which it acted as lead arranger
for eight of the transactions. Total underwritten amount from
these syndicated deals totalled HK$4.3 billion. In March 2006,
its Commercial Banking Department launched CITIC Partner,
a membership programme for selected corporate clients that
contributed to a significant 35.7% growth in trade finance
for the first half of 2006. The establishment of CITIC Insurance
Brokers Limited in April 2005 enabled the Bank to change its
insurance intermediary role from that of an insurance agency
to an insurance broker, and it recorded a 15.9% year-on-year
increase in total premiums while insurance commission grew

by 60.6% year-on-year in just one year’s time.
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4.3

Treasury and Markets Group

The Bank’s Treasury and Markets Group (“TMG") continued
to increase its structured product distribution through the
Bank’s own wholesale and retail banking channels, with a total
of 16 products launched in the first half of 2006 which
attracted total funds of HK$928 million.

Meanwhile, TMG continued to focus on developing its fund
investments portfolio. The scale of the portfolio increased from
HK$5.4 billion at 2005 year-end to HK$5.9 billion at the end
of June 2006; gross revenue generated increased year-on-year
by 48.4% to HK$141 million from HK$95 million in the first
half of 2005. As a result of rigorous asset allocation and vigilant
performance monitoring, the portfolio was able to weather
market volatilities in the first half of 2006 and delivered stable
and positive returns for the period. As at the end of June
2006, its year-to-date annualised return was 5.0% compared
t0 5.2% for the same period last year, and its annualised return

since inception in April 2004 was at 5.6%.

With a two-year solid performance track record, TMG is
preparing to establish fund investments as the Bank’s core
business, and to extend this expertise to corporate and financial
institutional clients in the Greater China region. Capitalising
on the launch of China’s Qualified Domestic Institutional
Investors (“QDII") programme, the Bank is also looking closely
into collaborative opportunities with China CITIC Bank

("CNCB") in this area.
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4.4

Another strategic focus for TMG going forward is to actively
manage down its existing held-to-maturity fixed income
investment portfolio by redeploying free funds from maturing
securities for various uses, including to support the Bank’s loan
growth and to manage the Bank’s liquidity through active

money market gapping activities.

China Banking

The Bank’s China Banking business continued to deliver
improving performances. The share of profit contribution by
China International Finance Company Limited (Shenzhen)
("CIFC") to the Bank in the first half of 2006 significantly
increased by more than three times as compared to the
corresponding period in 2005. Last year, CIFC received
approval from the China Banking Regulatory Commission to
offer Renminbi services to corporate customers and non
Mainland citizens. Leveraging on this Renminbi licence, the
Bank and CIFC will also be able to extend Renminbi services
to all Mainland citizens when China opens up its banking sector

at the end of 2006.

The Shanghai branch was granted its derivatives licence in
April 2006 and successfully launched its first derivative product
in early August 2006. A series of additional derivative products
will be introduced in the remainder of 2006. Apart from
allowing the Bank to deliver more effective solutions to its
existing clients, the new derivatives licence will also allow
the Bank to strengthen its collaboration with CNCB in the
treasury services area and to leverage new opportunities to
develop relevant QDII products and services. Meanwhile, the
branch also plans to apply for a Renminbi licence at the end

of 2006.
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4.5

Separately in Beijing, the Bank has received regulatory approval
to prepare for the upgrade of its representative office to branch
status. The Beijing branch is expected to start business in

the latter half of 2006.

The Bank will continue to pursue organic growth of its PRC
business through its existing network in the Mainland, and
will simultaneously tap brand new opportunities arising

from its collaboration with CNCB (Please see 4.5).

Synergistic Collaboration with CNCB

As CIFH progresses to complete its acquisition of a strategic
stake in CNCB, the Bank and CNCB wiill collaborate to more
effectively optimise their complementary competencies.
Broadly speaking, the Bank’s priority will be to leverage its
international business experience and expertise as well as its
network in the Mainland to provide solutions to its Hong Kong
and cross-border clientele on the one hand, and on the other
hand to cater to PRC customers with two-way business needs
between China, Hong Kong and elsewhere. Meanwhile, apart
from focusing on building its leadership position in China,
CNCB will work with the Bank to deliver domestic banking,
trade and other China-based products and services in joint

cross-border one-stop solutions for customers.

The Bank and CNCB have already preliminarily identified areas
of business collaboration, some of which have started to bring

synergistic benefits.

FERERITAERAR  CITIC KA WAH BANK LIMITED



BRIMTHE RILIEEB AR - DA
BIRIMERE EHHE - WEERR
WHREGERPREIUKAMNEMERE
e EEFER BERE Em
3 - BB ERERAREESIE
EfES -

CERITHE  MITAAHERARNE
FPE ERREBMEERELES
AB EPAURFAAGENERERE
REER BaBERRETR  BHEK

BSEEMERS -

MEXEBE - MITH AT IE a0 fa] f2 B BR
ERTSEENMESRE L HZRE
ER G URIBTBANEBRE -

EREJIMERLE - MITHAE TG E
BIFHE - RREELBINEENRA
REE - A EEEMEBITRERES

BRET S
FEEFITHAREL

BE

—_

—EERENA+LEH

NEEFREIHRE  INTERIM REPORT 2006

Both banks have established dedicated liaison teams to
identify and tap joint business opportunities, and are planning
to systematically develop an integrated product and
services platform for their corporate clientele, as well as
to build complementary competencies in customer resources,
professional know-how, product range, service quality and

risk management.

In the area of wholesale banking, the two banks plan to
develop a common customer set, for which it will develop
compatible risk management and underwriting standards.
Specific areas for collaboration may include syndications,
joint cross-border financing solutions, international trade

settlement and remittances.

In the area of treasury services, the two banks will look at
sharing skill sets and expertise as well as building scale in
international money market management and funds

investments.

Training and development will be another area of collaborative
opportunities for the two banks, and priority focus will be
given to such areas as credit and risk management, private

wealth management and bancassurance.

Chan Hui Dor Lam Doreen
President & Chief Executive Officer

Hong Kong, 17 August 2006
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