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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 approxmately 55%-owned by CITIC Group as at
31 August 2007.

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 best

PRC Asian regional bank, with
the best international standards

and capabilities.

The Bank operates 29 branches in Hong
Kong and also has an established presence in China through its
branches in Beijing, Shanghai and Macau, 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 "Baa1” by Moody’s Investors Service and "BBB+"
with positive outlook by FITCH. In recognition of its outstanding
achievement in Quality Management, the Bank also received the
Silver Award in the 2007 Hong Kong Management Association
Quality Award.
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Consolidated Income Statement
HE_ZZLFARNA=ZFTRHERER -REER(UBKRELL)
For the six months ended 30 June 2007 — Unaudited (Expressed in Hong Kong dollars)
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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
2007 and the Group's state of affairs as at that date together with the
comparative figures. The interim financial report is prepared on a basis
consistent with the accounting policies and methods adopted in the
2006 audited accounts. The interim financial report is unaudited, but
has been reviewed by KPMG, in accordance with Hong Kong Standard
on Review Engagements 2410 “Review of interim financial information
performed by the independent auditor of the entity” issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA"), whose
unmodified review report is included on page 62.

BEANA=t+tRIEAEAR

Six months ended 30 June

—ZEZtF ZETREF
2007 2006
B 5 BET T BT
Note HK$’'000 HK$'000
FEHA Interest income 2 2,346,553 1,956,938
MEXH Interest expense (1,730,307) (1,464,780)
FAEWA Net interest income 616,246 492,158
E2REEBE KA Fee and commission income 3 391,680 253,637
EREBEE WM Fee and commission expense (6,521) (6,916)
FEARASWA Net fee and commission income 385,159 246,721
FIRZHWAN Net trading income 4 339,664 201,678
BERBBERARER Net (expense)/income from financial
AnfEEzEmIE instruments designated at fair value
F (X)) A through profit or loss 5 (76,805) 30,844
FE R (R Net hedging (loss)/gain 6 (79) 1,465
Hfh g A Other operating income 7 24,471 15,470
"EWA Operating income 1,288,656 988,336
mELH Operating expenses 8 (592,746) (508,660)
HBREEEEN 2 L& RF Operating profit before impairment 695,910 479,676
EREBFRERE Impairment losses on loans and advances 9 (42,541) (13,118)
BFEEIHRERE Impairment losses written back
&5 18 B on held-to-maturity investments 188 146
e RIEY SEi=] Impairment losses on properties 20 (30,068) -
HEEEERE Impairment losses charged for (72,421) (12,972)
HEIHBEESRF Net (loss)/profit on disposal of
(E18) %7 available-for-sale securities 10 (141) 18,870
KEHRR Operating profit 623,348 485,574
HEWERZHEFRT Net profit/(loss) on disposal of property
/(&5 18) and equipment 19,536 (47,008)
BEYMEEH W= Revaluation gain on investment properties 5,497 6,867

SETLEETHES
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maWmEx
Consolidated Income Statement

BHE-ZZALFRA=ZTHERNER - REEZ CABEREM)
For the six months ended 30 June 2007 — Unaudited (Expressed in Hong Kong dollars)

BEA~A=1+HLAKEA
Six months ended 30 June

—EELHF ZETRF

2007 2006

B 5 BT T BT T

Note HK$’'000 HK$'000

Al &= R Profit before taxation 648,381 445,433

FriS %1 Income tax 11 (109,605) (80,965)
7 B g R Profit for the period 538,776 364,468

AHE EIRH Interim dividend declared

FHIR S during the period 12 - 246,000
FE/EZEFAENMTB AT BMMERE—HH - The notes on pages 8 to 40 form part of this interim financial report.

FERERITERAF  CITIC KA WAH BANK LIMITED



SEEERER

Consolidated Balance Sheet
RZZZLERA=ZTH-REEZ (VBB REN)
As at 30 June 2007 — Unaudited (Expressed in Hong Kong dollars)

—EETLHF ZEERE
ANA=tH +=ZA=+—H
As at As at
30 June 31 December
2007 2006
B 5 BET T BT T
Note HK$’000 HK$'000
BE Assets
Re RERITREA Cash and balances with banks and
DRI ET other financial institutions 13 2,627,944 1,267,870
ERITRHM S REE Placements with banks and other
17 5K financial institutions 14 11,124,093 12,038,714
E5ER Trade bills 1,071,786 491,994
REABEE Trading assets 15 6,017,817 6,353,976
EE ABIBER R B Securities designated at fair value
RABENES through profit or loss 16 595,068 1,003,579
EFERRER Loans and advances to customers
N H A BRIE and other accounts 17 62,820,710 52,272,690
AHEEES Available-for-sale securities 18 10,464,666 4,973,450
BEEIHEE Held-to-maturity investments 19 7,965,953 10,176,493
LEYSE Property and equipment 20
— REWME — Investment property 192,373 124,776
— EfhE RE — Other property and equipment 864,209 961,081
FEERTEE E Deferred tax assets 24 7,818 7,294
EEHASE Total assets 103,752,437 89,671,917
EnkBE Equity and liabilities
RITREH M & B Deposits and balances of banks and
WERRERT other financial institutions 4,926,446 831,973
BRER Deposits from customers 21 73,264,016 65,965,607
REABBE Trading liabilities 22 370,223 428,648
BEITFERE Certificates of deposit issued 23 9,356,646 7,257,719
EETEBES Debt securities issued 2,264,093 2,300,889
A HAF I8 Current taxation 24 220,209 112,681
BEEREEE Deferred tax liabilities 24 18,431 22,586
HihBfE Other liabilities 1,614,012 1,568,149
BEBHER Loan capital 25 3,903,457 3,901,326
BERE Total liabilities 95,937,533 82,389,578
Ex Equity
ik Share capital 3,083,341 3,083,341
HE Reserves 27 4,731,563 4,198,998
BFEBRAXRITRR Total equity attributable to
HREZAHE equity shareholders of the Bank 7,814,904 7,282,339
ERREEAE Total equity and liabilities 103,752,437 89,671,917

FEEEFAENMEBAT MU B RSE —aFn ©

SETLEEREERE

The notes on pages 8 to 40 form part of this interim financial report.
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REREREBR
Consolidated Statement of Changes in Equity

HE_ZZLFARNA=ZFTRHERER -REER(UBKRELL)
For the six months ended 30 June 2007 — Unaudited (Expressed in Hong Kong dollars)

BEA~A=1+HILAKEA
Six months ended 30 June

—EELHF —EERF
2007 2006
B 5 BETT BT BETT BETT
Note HK$000 HK$°000 HK$ 000 HK$'000
R1A1BEZAE Total equity at 1 January 7.282,339 6,919,794
REZNEERR Net expense recognized
MRS directly in equity:
BMELATIER Exchange differences
RE R ZEE on translation of:
— BINDITR — financial statements
NN of overseas branches
01 7% % and subsidiaries 27 6,768 2,052
1 H Ah ) S B Surplus on revaluation of
EEAIRE other premises upon
MENEM reclassification to
Zer (B kR investment properties,
FEIERTE) net of deferred tax 27 6,011 -
AREBENE Changes in fair value
— AHEEES - of available-for-sale
securities 27 (26,466) (44,923)
- HEAHEER — transfer to income
ffﬁi?}iqﬂlm%:z statement on disposal
of available-for-sale
securities 27 182 8,000
- AEREZE — transfer from equity
EIER I to deferred tax 27 4,600 6,462
(21,684) (30,461)
(8,905) (28,409)
B R F Profit for the period 538,776 364,468
MR mANBA Total recognized income and
R HHEHE expense for the period 529,871 336,059
HREEIRKN Interim dividends declared
HR R B during the period 12 = (246,000)
ETELARZESE Movements in equity arising
MRS from capital transactions:
VA RS HE {8 5 19 Equity-settled share-based
S N transactions 27 2,694 1,726
MREA30AEEAE Total equity at 30 June 7,814,904 7,011,579

FEEEFIENMEBAT MU B RE a7 -

TERERTERAA

CITIC KA WAH BANK LIMITED

The notes on pages 8 to 40 form part of this interim financial report.
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Condensed Consolidated Cash Flow Statement
BHEZZTTLFRNA=ZTHLERNREA -—REEZ (LWBEREN)
For the six months ended 30 June 2007 — Unaudited (Expressed in Hong Kong dollars)

BEAXA=1+HLAKEA
Six months ended 30 June

—EBLHF —TERF
2007 2006
BT T BT T
HK$’000 HK$'000
MEKEXEBNRS Cash generated from operations 1,229,146 4,921,796
B2t IE Tax paid (3.467) (36,188)
RELLEBHNE @ FHE Net cash generated from operating activities 1,225,679 4,885,608
REREXBHNIR S FHE Net cash generated from investing activities 3,293 23,274
AREEEEHIE T Net cash used in financing activities (296,769) (224,559)
RekReFEEHER Net increase in cash and
N F R cash equivalents 932,203 4,684,323
M1ATHHRS K Cash and cash equivalents
e %(EIER at 1 January 12,031,995 5,843,346
MRE6A30BME S Kk Cash and cash equivalents
REEEEH at 30 June 12,964,198 10,527,669
ESEHEZFAEMWABARTBMMBRE —HH - The notes on pages 8 to 40 form part of this interim financial report.

ZEZLFEPHHRE INTERIM REPORT 2007
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Notes to the Interim Financial Report - Unaudited

(

TERERTERAA

B RIS B AN CAE ¥ R B L)

(Expressed in Hong Kong dollars unless otherwise indicated)
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CITIC KA WAH BANK LIMITED

Basis of Preparation

The interim financial report has been prepared in accordance with
Hong Kong Accounting Standard (“HKAS") 34, Interim financial
reporting, issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA").

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2006 annual financial
statements.

The preparation of an interim financial report in conformity with
HKAS 34 requires management to make judgments, 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 2006 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 Hong Kong Standard on Review
Engagements 2410 “Review of interim financial information
performed by the independent auditor of the entity” issued by
the HKICPA. KPMG's independent review report to the Board of
Directors is included on page 62.

The financial information relating to the financial year ended 31
December 2006 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 2006 are available
from the Bank’s registered office. The auditors have expressed
an unqualified opinion on those financial statements in their report

dated 15 March 2007.
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Notes to the Interim Financial Report - Unaudited

2. FBWA

2. Interest Income

BEAA=t+tHILEAEA

Six months ended 30 June

—E2EtHF ZETRF

2007 2006

BT T BT T

HK$’000 HK$'000

EWESH Listed securities 231,783 256,964
FEEMES Unlisted securities 189,144 236,784
H Others 1,925,626 1,463,190
2,346,553 1,956,938

BE_ZT+FA=+HILHH  E4F
BRABERESREENETNBEWMAS
#¥ 16,436,000 (Z 2T N F + B
20,792,0007T) « HABEEFREBEFR
B [E B F) B U A S 906,000t (Z T E N
B H15,291,0007T) ©

3. BEARAEWA

3. Fee and Commission Income

BZEAAB=1+HILAHEA
Six months ended 30 June

Other interest income includes the amount of interest income
accrued on impaired financial assets of HK$16,436,000 (2006:
HK$20,792,000), which includes interest income on unwinding of
discount on loan impairment losses of HK$906,000 (2006:
HK$15,291,000) for the period ended 30 June 2007.

—EELF TETNRF

2007 2006

BT T BT T

HK$’000 HK$'000

ZEAS Bills commission 29,848 22,542
ERRHEBAKA Cards related income 17,473 16,122
— R ERIT RS General banking services 24,605 21,299
R B Insurance 55,825 35,582
RERGEHBHEREER Investment and structured investment products 111,537 54,958
BEX BIRMEER Loans, overdrafts and facilities fee 151,960 102,829
Hth Others 432 305
391,680 253,637

SETLEEREERE
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Notes to the Interim Financial Report - Unaudited

4. FXZFWA 4. Net Trading Income
BEXA=+AHLAEA
Six months ended 30 June
—EEBLHF —EEXF
2007 2006
BT T BT T
HK$°000 HK$'000
BB INE W = Gains less losses from dealing
A& 1B in foreign currencies 62,917 65,989
EERGARESF WA AEE Gains less losses from trading securities 151,842 44,663
EmEBEZB M ERER Gains less losses from other dealing activities 22,913 (19,893)
RHABEENSWA Interest income on trading assets
— £ - Listed 12,746 29,918
— kL™ - Unlisted 73,545 66,971
RHABRBEMEZH Interest expense on trading liabilities - (2,089)
FLETRGABRES Dividend income from unlisted
fg B A trading securities 15,701 16,119
339,664 201,678

5. EERhBBREZURRIALEE 5. Net (Expense)/Income from Financial Instruments
ZEMIAEMNFE(ZH) WA Designated at Fair Value through Profit or Loss

BEANA=tRIAEAR

Six months ended 30 June

—ZEZtHF —TETRF

2007 2006

BET T BT T

HK$'000 HK$'000

F(58) S Es Net (loss)/gain (20,180) 57,384
R E U A Interest income

— kW — Listed 14,622 18,110

— LW — Unlisted 6,078 -

FEXH Interest expense (77,325) (44,650)

(76,805) 30,844

1 O FERERITERAF  CITIC KA WAH BANK LIMITED
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Notes to the Interim Financial Report - Unaudited

6. FEMH (BB K

6. Net Hedging (Loss)/Gain

BEAXA=tTHLXMEA
Six months ended 30 June

—EELHF ZEEREF

2007 2006

BET T BT T

HK$’000 HK$'000

AREEEF (BB MW= Fair value hedge (loss)/gain (79) 1,465

7. HbEEWA

7. Other Operating Income
BEAA=+tHLEAMEA

Six months ended 30 June

—B2tE C—TTRHF
2007 2006
BETT BETT
HK$°000 HK$'000

A EE SR B ERA

Dividend income from available-for-sale securities

— kL™ - Unlisted 2,960 3,097
TEYFEHES WA Rental income from investment properties less
BEEZE & direct outgoings of HK$Nil
(ZZZRF : B#12,0000T) (2006: HK$12,000) 4,277 1,729
HAt Others 17,234 10,644
24,471 15,470

ZEZLFEPHHRE INTERIM REPORT 2007
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R B REME - fEEk

Notes to the Interim Financial Report - Unaudited

8. REZH 8. Operating Expenses
BEXA=+tHLXER
Six months ended 30 June
—EELF —TETRF
2007 2006
BT T BT T
HK$’000 HK$'000
(a) EIRAE (a) Staff costs
HFehEMB TRA Salaries and other staff costs 342,784 269,121
RIRE AR Retirement costs 19,895 18,926
AR B A2 Share-based payment expenses
— LARREE N B KR H — Equity-settled share-based
S (FfEE27) payment expenses (note 27) 2,694 1,726
- LBEeEMHRKRG — Cash-settled share-based
T payment expenses 8,690 4,279
374,063 294,052
(b) WE (b) Depreciation
MERZBEINE Depreciation of property and equipment
— BELERE — Assets held for use under
BEMEE operating leases 7,618 3,357
— BEfh&EE — Other assets 39,329 52,216
46,947 55,573
() Hit®EXH (c) Other operating expenses
LE NS L] Property and equipment expenses,
(TEETE) excluding depreciation
- WEHES — Rental of property 37,588 36,012
— Hits - Others 33,659 29,775
ZE R B & Auditors’ remuneration 2,382 1,639
BEE® Advertising 14,952 16,739
BAE  HREXERASD Communication, printing and stationery 28,697 27,123
FERERBEXEER Legal and professional fee 6,084 3,744
Hity Others 48,374 44,003
77777777777777777777777777777777777777777777 171,736 159,035
ReEhEm Total operating expenses 592,746 508,660

Hga T HeRREEEREXNNRE
EREEXH  2AASBEHEL LB
982,0007L (ZZE T NF : B 466,0007T)
LEMEEAESL (BEDERS) B
35,207,0007C (ZZZ /X4 : B# 35,796,000
TT) e

Included in other operating expenses are minimum lease payment
under operating leases of HK$982,000 (2006: HK$466,000) for
hire of equipment and HK$35,207,000 (2006: HK$35,796,000)
for hire of other assets (including property rentals).

1 2 FiEEERITAR AR CITIC KA WAH BANK LIMITED



R B REME - fEEk

Notes to the Interim Financial Report - Unaudited

9. EXRRBREEEIE 9. Impairment Losses on Loans and Advances
BEXA=+tHLXER

Six months ended 30 June

—ZTELHF —ETRF
2007 2006
BEET T ok e
HK$’000 HK$'000
BB &1 CEM) /B # Individual assessment (charged for)/written back
— iR - Additions (58,216) (97,585)
— #&m - Releases 2,019 26,874
— e e5E — Recoveries 21,298 21,884
(34,899) (48,827)
fREFHE OR@E) /e # Collective assessment (charged for)/written back (7.642) 35,709
(42,541) (13,118)
10. HETHEERSHTF (BB 10. Net (Loss)/Profit on Disposal of Available-
iz A for-sale Securities
BEXA=+AHLAEA
Six months ended 30 June
—EELHF —EEXF
2007 2006
BEET T BT T
HK$’'000 HK$'000
EARENFER Net revaluation gain transferred
e (M 3E27) from reserves (note 27) 182 8,000
NEAEAR (B518) & T (Loss)/profit arising in current period (323) 10,870
(141) 18,870

ZEZLFEPHHRE INTERIM REPORT 2007
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R B REME - fEEk

Notes to the Interim Financial Report - Unaudited

1M1. KEWRBZRFIANWAEH 11. Income Tax in the Consolidated Income
Statement

BEANA=tRIAEA

Six months ended 30 June

—ZEZtHF —TTREF
2007 2006
BT T BT T
HK$’000 HK$ 000
AHEBE-FBANEH Current tax — Hong Kong Profits Tax
BN AEE Provision for the period 107,070 77,787
BEFEHEEBMIR Under provision in respect of prior years = 1,429
107,070 79,216
A E - BIBIE Current tax - Overseas
A 2 Provision for the period 3,888 1,877
B FE B 18 Deferred tax
. EEMETEER (ME240)  Reversal of temporary differences (note 24(b)) (1353 (128)
109,605 80,965
BANG B IE N5 E R & AR The provision of Hong Kong Profits Tax is calculated at 17.5%
K17 5% E (2T "F~A=TH (six months ended 30 June 2006: 17.5%) of the estimated
1IF:17.5%) - BINDITRMEARIATIE - assessable profits for the period. Taxation for branches and
Al BAEERERAOESRITH RIREEE - subsidiaries outside Hong Kong is charged at the appropriate

current rates of taxation ruling in the relevant countries.

12. B2 12. Dividends
BEAXA=tHLAMEA
Six months ended 30 June
—EELHF —EEIRF
2007 2006
BET T BT T
HK$’000 HK$'000
BEEIRAF HRE Interim dividend declared = 246,000

1 4 FiEEERITAR AR CITIC KA WAH BANK LIMITED



R B REME - fEEk

Notes to the Interim Financial Report - Unaudited

13. BERERTREM S HEE 13. Cash and Balances with Banks and Other
&7 Financial Institutions
—EELHF ZEERE
ANA=tH +=-—A=+—H
As at As at
30 June 31 December
2007 2006
BET T BEF T
HK$'000 HK$'000
R Cash in hand 138,822 155,146
FRIEITER Balances with central banks 53,864 27,694
ERITREM S BKE Balances with banks and
& 17 other financial institutions 2,435,258 1,085,030
2,627,944 1,267,870
14. ERTREMCESRBETK 14. Placements with Banks and Other Financial
Institutions
—EETLHF ZEERE
ANB=tH +=ZA=+—H
As at As at
30 June 31 December
2007 2006
BET T BT T
HK$’000 HK$'000
FEA Maturing
- MAAR — within 1 month 9,635,856 8,971,727
— 1MEAZ1FR - between 1 month and 1 year 1,488,237 3,066,987
11,124,093 12,038,714

ZEZLFEPHHRE INTERIM REPORT 2007 15
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R B REME - fEEk

Notes to the Interim Financial Report - Unaudited

REBAREE 15. Trading Assets
—EELHF ZETREF
AB=E+H T+TZA=+—H
As at As at
30 June 31 December
2007 2006
BE T BT T
HK$'000 HK$'000
Tii‘“ &5 Debt securities 3,367,426 3,211,734
EwFH Equity securities 6,676 -
REES Investment funds 2,324,641 2,787,151
A®ES Trading securities 5,698,743 5,998,885
METEMEAREE Positive fair value of derivatives
(Pt 5E29(b)) (note 29(b)) 319,074 355,091
6,017,817 6,353,976
NERENBRTHEBOT ! Issued by:
R BT &R R ERAT Central governments and central banks 596 599
N Public sector entities 4,202 10,395
RITRH M S B E Banks and other financial institutions 620,157 583,401
3 Corporate entities 5,073,788 5,404,490
5,698,743 5,998,885
BETH DA Analyzed by place of listing:
REELE™ Listed in Hong Kong 2,772 3,296
REEIMIE EH Listed outside Hong Kong 1,049,203 1,077,026
1,051,975 1,080,322
LT Unlisted 4,646,768 4,918,563
5,698,743 5,998,885

FiEEERITAR AR CITIC KA WAH BANK LIMITED
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16. EERBERBEZURRAAEE

16. Securities Designated at Fair Value through

M & &5 Profit or Loss
—ETtHF ZETRF
NAB=t+tH +ZA=+—H
As at As at
30 June 31 December
2007 2006
BE T BT T
HK$'000 HK$'000
TEBTHNERES Debt securities issued by corporate entities 595,068 959,436
EETNREESR Investment funds issued by corporate entities - 44,143
595,068 1,003,579

RETHBE DN Analyzed by place of listing:

REBE™ Listed in Hong Kong 138,000 153,750
REBLASMEE £/ Listed outside Hong Kong 120,859 221,092
258,859 374,842
FED Unlisted 336,209 628,737
595,068 1,003,579

BERBBBEENRRALEBENSRERE
BREEBASTETALAETESRTA
MEMEE - I ARBREESERIF
ETORTNESHBEBREMSE - A
FEHREAERLDGHEER - Bt - &
EESUHRENBBERSURRAAEE -

Financial assets are designated at fair value including financial
assets with embedded derivatives or financial assets with the
corresponding derivative financial instrument. Also, investment
funds are designated at fair value through profit or loss as they
are held for backing certain fund-linked structured note issued,
thus eliminating or significantly reducing the accounting mismatch.

T FEFRERE  INTERIM REPORT 2007
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Notes to the Interim Financial Report - Unaudited

17. EFEXRRBR KR HEAMIRIE 17. Loans and Advances to Customers and Other
Accounts
(a) EFERKEBERRHEMERIER (a) Loans and advances to customers and other accounts
REERE less impairment allowances
—ETLHF —EEREF
~A=+H +=ZA=+—H
As at As at
30 June 31 December
2007 2006
BET T BT T
HK$’000 HK$'000
EFERRBRRBE Gross loans and advances to customers 60,320,814 50,685,350
BB & Impairment allowances
— BRI &1 — Individually assessed (86,604) (76,360)
— EBRAFHE — Collectively assessed (256,914) (253,166)
59,977,296 50,355,824
RITRHEAM Advances to banks and other
© R B R financial institutions 1,370,818 353,824
FERTF B & H b AR 18 Accrued interest and other
R B ZE accounts less impairment allowances 1,472,596 1,563,042
62,820,710 52,272,690

1 8 FiEEERITAR AR CITIC KA WAH BANK LIMITED
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Notes to the Interim Financial Report - Unaudited

17.

(b)

EFERRBRKHEMIRIE &)

BTIRINMNEFERRBEXK

AT REBETEETODTZRIET SR
EER(2ERERANNBERERIEDL -

Accounts (cont'd)

(b)

industry sectors

Loans and Advances to Customers and Other

Loans and advances to customers analyzed by

The following economic sector analysis is based on categories
and definitions used by the Hong Kong Monetary Authority

("HKMA").
—EELHE —EELHF —ETRF
NHI=EE AA=+R +=ZA=+—H
As at As at As at
30 June 30 June 31 December
2007 2007 2006
BERANER
RBZBHD R
% of loans
and advances
BETT covered by BEFT
HK$'000 collateral* HK$'000
IESR Industrial, commercial and financial
- MEEE — Property development 125,000 20.0 205,155
— MERE — Property investment 6,064,376 97.9 5,370,620
- SRNE — Financial concerns 2,765,445 52.9 3,315,125
- RELK - Stockbrokers 4,885,725 98.4 50,000
- HBERTEHE — Wholesale and retail trade 3,093,567 58.3 2,885,044
- HEE - Manufacturing 4,347,079 33.2 3,370,282
— B REHRE - Transport and transport equipment 3,127,832 84.4 3,467,330
— IRETEF) — Recreational activities 100,000 100.0 143,763
— BB — Information technology 28,308 98.8 52,082
- Hifh - Others 2,382,827 75.3 2,468,601
@A Individuals
- RBEEEFEE ~ Loans for the purchase of flats
e RABRS under the Home Ownership
2EEEFER Scheme, Private Sector
HEBHEEEI Participation Scheme and
HE B #) T B Tenants Purchase Scheme or
WEFER their respective successor schemes 27,466 100.0 16,054
- BEHMEZWE — Loans for the purchase of other
R E & residential properties 11,307,450 99.9 11,446,698
- ERFR8X — Credit card advances 448,763 0.0 535,293
— Hib - Others 2,157,545 84.5 1,693,327
EEAFANER Gross loans and advances for use
K a s in Hong Kong 40,861,383 81.2 35,019,374
BHRE Trade finance 4,285,829 46.1 3,508,201
EREBUINEABNER Gross loans and advances for use
SET et outside Hong Kong 15,173,602 47.4 12,157,775
REERRBRETE Gross loans and advances to customers 60,320,814 70.2 50,685,350
* HAARCGRITE (BB HADR T F * It is not practicable to present comparative figures on

—A—HAER BERREEIHLERET

TREEEZ7

collateral value as the Bank adopted the Banking (Disclosure)

Rules effective on 1 January 2007.

TETLFEETRY

wE

INTERIM REPORT 2007
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Notes to the Interim Financial Report - Unaudited

17. EFEFREBR KR HEMERE »

17. Loans and Advances to Customers and Other
Accounts (cont'd)

(c) BEEFERRER () Impaired loans and advances to customers
—EELHE —TTNRF
NA=+tH +-—A=+—H
As at As at
30 June 31 December
2007 2006
BET T BT T
HK$'000 HK$'000
BEEPERRBREE Gross impaired loans and advances
to customers 874,414 846,639
& R 57 & — BB Impairment allowances — individually assessed (86,604) (76,360)
787,810 770,279
BEER KB FBHEEESER Gross impaired loans and advances as a %
LBFRBENE DX of total loans and advances to customers 1.45% 1.67%
BEEFERRBRABE Current market value of collateral held
ZEABTE against in respect of gross impaired
loans and advances to customers 816,630 788,446

MEEFRERFRRZERNEERENTHEE
B 8 Bl FE R B K o

R EREEERBEEEERARITER
BARCHE (BFEEARERE) GREE
ZHREE

R-BZLFERNA=ZTARZZERE L+
A=+—B AEELTERTREMCSEE
BHORE R - T2 T BN ER BHE R
[ER I

FiEEERITAR AR CITIC KA WAH BANK LIMITED

Impaired loans and advances are individually assessed loans which
exhibit objective evidence of impairment on an individual basis.

Individually assessed impairment allowances were made to write
down the carrying value of the advances to the discounted value
of future recoverable amounts, including the realization of
collateral.

There were no impaired advances to banks and other financial
institutions as at 30 June 2007 and 31 December 2006, nor were
there any individually assessed impairment allowances made for
them on these two respective dates.
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17.

()

EFEFREBERAKHEMEE & 17. Loans and Advances to Customers and Other
Accounts (cont'd)

HEEFERRER (&) () Impaired loans and advances to customers (cont’d)

HEFPERRBFRAEAN 2 THAL I
RENEFAESBNREERRBRSN

The analysis of impaired loans and advances of the individual
loan usage category, which accounted for 10% or more of the

W gross loans and advances to customers, is as follows:
—EELtFEARA=TH
As at 30 June 2007
& 51 ma A
W EERE AR EE ERREBRK
Individual Collective Impaired
impairment impairment loans and
allowance allowance advances
BT T BET T BET T
HK$'000 HK$°000 HK$°000
MEKRE Property investment 7,819 10,156 25,849
BEEMEEME Loans and advances for the purchase
HNERRBER of other residential properties 607 14,313 16,333
EEBLAIME A Loans and advances for use outside
BB R K R Hong Kong 41,512 99,733 681,833
49,938 124,202 724,015
—EERF+-_A=+—8
As at 31 December 2006
& 51 o) DERIE]
B ZE VERERL BERRER
Individual Collective Impaired
impairment impairment loans and
allowance allowance advances
BT T BT T BT T
HK$'000 HK$'000 HK$'000
MR A Property investment 3,060 9,220 3,060
BEHMEEME Loans and advances for the purchase
EoR=F O & TN of other residential properties 616 15,743 20,042
TEB & LASNME B Loans and advances for use outside
BB R B R Hong Kong 45,398 84,309 692,867
49,074 109,272 715,969

T FEFRERE  INTERIM REPORT 2007
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Notes to the Interim Financial Report - Unaudited

18. AILHERZ

18. Available-for-sale Securities

—EELHF ZEERE
~NAB=+tH +=-—A=+—H
As at As at
30 June 31 December
2007 2006
BET T BT
HK$'000 HK$'000
BET5 7 55 Debt securities 8,316,803 4,771,960
Bl & % Treasury bills 2,067,463 149,757
= Equity securities 29,801 29,762
KEES Investment funds 106,392 77,764
10,520,459 5,029,243
A LR — 8 R Impairment allowances — individually assessed (55,793) (55,793)
10,464,666 4,973,450
DERENBRTHEBOT ! Issued by:

PR EAT R RRTT Central governments and central banks 2,067,464 149,757
RITREM S mEE Banks and other financial institutions 4,677,569 847,022
2 Corporate entities 3,719,633 3,976,671
10,464,666 4,973,450

BRETHEDN Analyzed by place of listing:
REBLASMEE £/ Listed outside Hong Kong 7,465,560 3,913,802
JEET Unlisted 2,999,106 1,059,648
10,464,666 4,973,450

FiEEERITAR AR CITIC KA WAH BANK LIMITED
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Notes to the Interim Financial Report - Unaudited

19. SEZRHRE 19. Held-to-maturity Investments
—ETtHF ZEERE
NA=+H +=ZA=+—H
As at As at
30 June 31 December
2007 2006
BET T BT
HK$'000 HK$'000
BE# (RIENEESZR) Treasury bills (including Exchange Fund Bills) 204,977 138,593
BAENTRE Certificates of deposit held 49,993 49,990
BRES Debt securities 7,724,735 10,001,850
7,979,705 10,190,433
BB — (B FE L Impairment allowances — individually assessed (13,752) (13,940)
7,965,953 10,176,493
LERENRITHBOT Issued by:

AR BT &R R R AT Central governments and central banks 284,106 317,316
NEWE Public sector entities 701,738 1,023,223
RITREM S mEE Banks and other financial institutions 5,923,958 7,593,359
2 Corporate entities 1,056,151 1,242,595
7,965,953 10,176,493

RETHEDN Analyzed by place of listing:
REE LT Listed in Hong Kong 854,352 953,630
REBIMEE EH Listed outside Hong Kong 3,045,103 3,595,266
3,899,455 4,548,896
JELETH Unlisted 4,066,498 5,627,597
7,965,953 10,176,493
EHRESETE Market value of listed securities 3,820,546 4,493,453

—“ETELEEPHRE  INTERIM REPORT 2007 23
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20. MEREE 20. Property and Equipment
FRMH - BE
REREE
REME H fth ¥ 2 Furniture,
Investment Other fixtures and g
properties premises equipment Total
BET T BT T BET T BET T
HK$'000 HK$'000 HK$'000 HK$'000
RAHEE : Cost or valuation:
R2006F1H1H At 1 January 2006 64,994 1,208,660 611,233 1,884,887
30 Additions 106,064 18,782 85,890 210,736
EHMOME Reclassification (40,458) 38,705 - (1,753)
& Disposals (9,200) (223,741) (41,132) (274,073)
B AW Surplus on revaluation
EHAH before reclassification - 9,952 - 9,952
shAHK Surplus on revaluation 3,376 - - 3,376
FE 5, 38 & Exchange adjustments - - 71 71
R 2006F12A31H At 31 December 2006 124,776 1,052,358 656,062 1,833,196
EHREENRE The analysis of cost or
R ED AT valuation of the above
wmr assets is as follows:
B AR Cost - 1,018,664 656,062 1,674,726
(ENE Valuation
— 19854 - 1985 - 33,694 - 33,694
— 20064F - 2006 124,776 - - 124,776
124,776 1,052,358 656,062 1,833,196
R2007F 1818 At 1 January 2007 124,776 1,052,358 656,062 1,833,196
2 Additions - - 36,448 36,448
BNk Reclassification 62,100 (121,177) - (59,077)
HE Disposals - (2,657) (2,110) (4,767)
EHOBEAN Surplus on revaluation
EG A% before reclassification - 7,286 - 7,286
BHEH Surplus on revaluation 5,497 - - 5,497
ME 5 38 & Exchange adjustments - - 104 104
20076 H30H At 30 June 2007 192,373 935,810 690,504 1,818,687
EREENRE The analysis of cost or
REE DT valuation of the above
mr assets is as follows:
BN Cost - 904,773 690,504 1,595,277
HE Valuation
— 19854 - 1985 - 31,037 - 31,037
— 20074 - 2007 192,373 - - 192,373
192,373 935,810 690,504 1,818,687

FiEEERITAR AR CITIC KA WAH BANK LIMITED
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20. MERFE @

20. Property and Equipment (conta)

HH - BE
HERBE
REWME Hiy % Furniture,
Investment Other fixtures and BmE
properties premises equipment Total
BET T BT T BT BT
HK$'000 HK$’000 HK$’000 HK$’000
ZEHE Accumulated depreciation:
R 2006F 1A 1H At 1 January 2006 - 294,986 422,092 717,078
REZFE Charge for the year - 24,029 88,659 112,688
T # Written back on disposals - (44,143) (36,564) (80,707)
BN Reclassification - (1,753) - (1,753)
e 5 38 B Exchange adjustments - - 33 33
__ _R2006%12A31H At31December2006 - 273,119 474220 747339
R2007F1H1H At 1 January 2007 - 273,119 474,220 747,339
RERHTE Charge for the period
(Kt 3E8(b)) (note 8(b)) - 10,855 36,092 46,947
& i # e Written back on disposals - (1,715) (1,508) (3.223)
E iR Reclassification - (59,077) - (59,077)
REEE Impairment loss - 30,068 - 30,068
FE X, 38 & Exchange adjustments - - 51 51
| R2007%6H30R  At30uune2007 - 253250 508855 762,105
REEE Net book value:
200756 H30H At 30 June 2007 192,373 682,560 181,649 1,056,582
720069 12A31H At 31 December 2006 124,776 779,239 181,842 1,085,857

SETLEEREERE
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21. EFER

21. Deposits from Customers

—E2LHF ZETRE
ANA=E+HB TZA=+—H
As at As at
30 June 31 December
2007 2006
BT T BT T
HK$'000 HK$'000
ﬁﬁﬁﬂiﬁﬂwﬁﬁﬁﬁ Demand deposits and current deposits 6,011,628 6,510,645
REGFER Savings deposits 10,216,400 11,074,328
TEH - BDEA KRR HA B ATF K Time, call and notice deposits 57,035,988 48,380,634
73,264,016 65,965,607
2. XZAREE 22. Trading Liabilities

—EZtHF ZETRF
AB=E+H T+TZA=+—H
As at As at
30 June 31 December
2007 2006
BT T BT T
HK$’000 HK$'000

METEMNBEAREE Negative fair value of derivatives
(K #£29(b) (note 29(b)) 370,223 428,648

23. ERITHERRE 23. Certificates of Deposit Issued

—EZLF ZETREF
ARB=E+H +TZA=+—H
As at As at
30 June 31 December
2007 2006
BT T BT T
HK$’000 HK$'000
BERABRBERUKREAREME Designated at fair value through profit or loss 6,056,993 3,726,854
X HAE Non-trading 3,299,653 3,530,865
9,356,646 7,257,719

BERBBBREURRALEBENCHTRE

FEABUNEREREN

nE

PTAETEA -

R-ZZLFERNA=1TA  AEENKEE
ERIFHEENENSENEZERESE

104,909,000 (= EE
: /955%86 493 00075)

26

AE+=A=+-

HARBETHKR

o

FiEEERITAR AR CITIC KA WAH BANK LIMITED

Certificates of deposit issued are designated at fair value through
profit or loss when they contain embedded derivatives that modify

the cash flows.

As at 30 June 2007, the difference between the carrying amount
and the contractual amount payable at maturity for the Group

amounted to HK$104,909,000 (31
HK$86,493,000).
changes in benchmark interest rate only.

December

2006:

Such a decrease in fair value is attributable to
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2. EEEBRIMTNFABHR 24. Income Tax in the Balance Sheet
() REEEEBRITIHNEAHBBES ! (a) Current taxation in the consolidated balance sheet
represents:
—EZLHF ZETRF
ANB=EtH +ZA=+—H
As at As at
30 June 31 December
2007 2006
BT T BT T
HK$’000 HK$'000
REABE BTGB ERE Provision for Hong Kong Profits Tax
for the period 107,070 172,323
EATEAMAER Provisional Profits Tax paid — (121,081)
107,070 51,242
AR E B A5 T B 4S8R Balance of Profits Tax provision relating
to prior years 108,158 56,964
215,228 108,206
BN TR AR Provision for overseas taxation 4,981 4,475
220,209 112,681
(b) ERFNELENBREEREE (b) Deferred tax assets and liabilities recognized
ERNGEAEERBRERANELCHEA (BE),/ The components of deferred tax (assets)/liabilities recognized in
BEMNEERRABANZEMT the consolidated balance sheet and the movements during the
period are as follows:
MER AfEE
nERHE HitEEMN EHH
B AREERE AAEEHRE
BBTE Fair value Fair value
Depreciation B adjustments adjustments
allowances REEE for for
in excess Impairment properties available-
of related allowances  and other for-sale Hit BE
depreciation for loans assets securities Others Total

BETT BETT BETT BETT B%Tn BETR
HK$'000 HK$’000 HK$"000 HK$'000  HK$'000  HK$'000

BLHERE : Deferred tax arising from:
#2006 1A 18 At 1 January 2006 16,840 (46,622) 2,939 67,788 - 40,945
Felain (Credited)/charged to
(B E) /88 consolidated

income statement (8,673) 7,362 - - (254) (1,565)
FEAMEE,/ (BE) Charged/(credited) to reserves - - 1,742 (25,830) - (24,088)
R2006F 124318 At 31 December 2006 8,167 (39,260) 4,681 41,958 (254) 15,292
R2007F1A1H At 1 January 2007 8,167 (39,260) 4,681 41,958 (254) 15,292
HAWEERMNER  Credited to consolidated

income statement (1,121) (228) - - (4) (1,353)
BN,/ (BE) Charged/(credited) to reserves = = 1,274 (4,600) - (3,326)
M2007%6A30A At 30 June 2007 7,046 (39,488) 5,955 37,358 (258) 10,613

—“ETELEEPHRE  INTERIM REPORT 2007 2 7
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24, EERBRATHAER =
(b) ERANELHAEERAE (&)

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

(b) Deferred tax assets and liabilities recognized (cont'd)

—ETLHF —ETREF
AA=+H +=-A=+—A8
As at As at
30 June 31 December
2007 2006
BT T BT I
HK$'000 HK$'000
TEEABERERD Net deferred tax assets recognized
FIELEHIBEE on the balance sheet (7.818) (7,294)
TEAEABRBRN Net deferred tax liabilities recognized
FIEEFHIEAE on the balance sheet 18,431 22,586
10,613 15,292
() KXERNEZEBEBEEE (c) Deferred tax assets not recognized

BRRARA R B EANE BB ISHEE R E
R HEFAKEBAER  AFELRER
ZF IR B EET IR & E A 12,928,000
T(ZEEXRE+_A=+—H : B
16,628,0007T) ° RIRIAEF RIS A - ZH
HEEBOHISHBNT :

The Group has not recognized deferred tax assets in respect of
cumulative tax losses of HK$2,928,000 (31 December 2006:
HK$16,628,000), 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:

—EELHF ZETRF

ANA=E+H TZA=+—H

As at As at

30 June 31 December

2007 2006

BET T BT T

HK$'000 HK$'000

55 A EI| BR Expiring within 5 years - 13,164
THREE A No expiry date 2,928 3,464
2,928 16,628

FiEEERITAR AR CITIC KA WAH BANK LIMITED
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25. EBER 25. Loan Capital

—ETLHF —ETRF
~B=+H +=-ZA=+—H
As at As at
30 June 31 December
2007 2006
BET T BT T
HK$’000 HK$'000

FBERAE9125% © EIE Subordinated notes with
% 250,000,0007C H) 14 {8 =45 * US$250 million 9.125%* 1,960,034 1,958,353

FERAEMBIRTREFRER Subordinated notes with

hn1.68% - EEXE US$250 million

250,000,0007T ) & (8 = & * * 1.68%+LIBOR rate** 1,943,423 1,942,973
3,903,457 3,901,326

* %

FERAE9125% @ H{EZX£250,000,000
7T (5% 1,944,100,0007T) W EZER =
EE-—ERFACF=HEATHNEZEANB
A A CKWH-UT2 Limited#77 » It & & 1£ 5]
TEE Z BT o ZANITEARMF RN Al e i
HELZENMBERNTSBEEDER -
CKWH-UT2 LimitedA] )? =& — — F 2 A&
Bl FERA9125% MKABEZE -

—EERF+ZAT B ATTBIER
RAE-ERAESTFRBEANGIIRITRE
#EENN1.68%  HE{EF4£250,000,0007T
(78%1,944,100,00070) MEEBZE - Eik
EREEABERIMARRAR LT » I
RZE——F+-_A+=-HFH -

* %

Subordinated notes with a coupon of 9.125% per annum
and with face value of US$250 million (HK$ equivalent
1,944.1 million) were issued on 23 May 2002 by CKWH-
UT2 Limited, a wholly-owned subsidiary of the Bank, and
qualify as tier 2 capital. The Bank unconditionally and
irrevocably guarantees all amounts payable under the notes.
The 9.125% per annum perpetual subordinated notes will
be callable by CKWH-UT2 Limited in 2012.

On 11 December 2006, the Bank issued subordinated notes,
with a coupon of 1.68% per annum above the London
Interbank Offered Rate (“LIBOR") for three-month US dollar
deposits with face value of US$250 million (HK$ equivalent
1,944.1 million). The notes are listed on The Stock Exchange
of Hong Kong Limited and will mature on 12 December
2011.

T FEFRERE  INTERIM REPORT 2007
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26. ZIHAH 24T
UNTHHBHBESMRRBREEAR

HH) &R T HifE A2 o

26. Maturity Profile

The following maturity profile is based on the remaining period
at the balance sheet date to the contractual maturity date.

EEHFH

RSB EEAAREINSLEE -

& P 73 A 7] B

BRERBRHERTE

3 Hit > f02HBEEL IMREBEAEFR
KRBT REHBH -

As the trading portfolio may be sold before maturity or deposits

from customers may mature without being withdrawn, the

contractual maturity dates do not represent expected dates of

future cash flows.

—EEtEXA=TH
As at 30 June 2007

AR
BRE
B EE @A 1EE
3months WEZE1E Z5F
or less 1 year 5 years
EILEEE g but not or less or less 5L L
#% Repayable repayable butover  but over Over EFHAH
Total on demand on demand 3 months 1 year 5years  Undated
BETT ®B¥TT B¥%Tr BY%Tx BETx #BETT B¥%Tn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EE Assets
BeRERTR Cash and balances with
Hit o pig s banks and other
M financial institutions 2,627,944 2,627,944 - - - = =
ERITREM Placements with banks
SRBBENER and other financial
institutions 11,124,093 - 10,975,190 148,903 - - -
ECES: Trade bills 1,071,786 - 797,490 274,296 - - -
REREEE Trading assets 6,017,817 319,074 - 49 2,555,062 812,315 2,331,317
EERBBEG Securities designated at
NRBAAEE fair value through
#0385 profit or loss 595,068 - - - 588,189 6,879 -
EEEHRNEFHL  Loans and advances to
HinfRIE customers and other
accounts 62,820,710 1,607,708 10,698,269 5,727,387 23,955,197 18,729,381 2,102,768
A EE S Available-for-sale securities 10,464,666 - 3,005474 2,981,599 4,067,739 329,453 80,401
HERIEEE Held-to-maturity
investments 7,965,953 - 347,454 650,756 6,090,533 875,000 2,210
ETPEBREE Undated assets 1,064,400 - - - - - 1,064,400
EEMAH Total assets 103,752,437 4,554,726 25,823,877 9,782,990 37,256,720 20,753,028 5,581,096
&f Liabilities
RITREAM Deposits and balances
FREEE of banks and other
BHRkER financial institutions 4,926,446 220,853 4,613,601 91,992 - - -
BPEHR Deposits from customers 73,264,016 16,228,028 53,795,497 2,439,647 800,844 - -
REREEE Trading liabilities 370,223 370,223 - - - - =
BETERE Certificates of deposit
issued 9,356,646 - 2,154,292 5,346,701 1,855,653 - -
BETRBES Debt securities issued 2,264,093 - - - 2,264,093 - -
EHER Loan capital 3,903,457 - - - 3,903,457 - -
EFXHAHEE Undated liabilities 1,852,652 - - - - - 1,852,652
SE4H Total liabilities 95,937,533 16,819,104 60,563,390 7,878,340 8,824,047 - 1,852,652
EE-SEEE Asset - liability gap (12,264,378) (34,739,513) 1,904,650 28,432,673 20,753,028

TERERTERAA

CITIC KA WAH BANK LIMITED
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26. FIHA H 24T )

26. Maturity Profile (conta)

“EERF+ZA=+—H
As at 31 December 2006

3EAR
B&A
A EE 3EA TEA
3months M EE1E E5E
or less 1 year 5 years
B EE but not or less or less SELE
4%  Repayable  repayable but over but over Over EFHAN
Total ondemand ondemand 3 months 1 year 5 years Undated
BETT BETr B¥Trx B%Tx A¥ETn ATt B%Tx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EE Assets
ReREBRTR Cash and balances with
Hiwepge banks and other
MEEs financial institutions 1,267,870 1,267,870 - - - - -
ERITREM Placements with banks
SRBERNER and other financial
institutions 12,038,714 - 11,515,236 523,478 - - -
EDES: S Trade bills 491,994 - 402,535 89,459 - - -
REBREE Trading assets 6,353,976 355,091 751 798 2,396,475 798,158 2,802,703
EERBBER Securities designated at
NWRBAREE fair value through
K &5 profit or loss 1,003,579 - 23,420 116,166 738,344 81,506 44,143
EFEEHLBANR  Loans and advances to
HhRIE customers and other
accounts 52,272,690 1,898,202 4,785,087 5,558,399 21,647,531 16,153,976 2,229,495
A EES Available-for-sale securities 4,973,450 - 399,566 78,385 4,117,430 326,336 51,733
REZNHARE Held-to-maturity
investments 10,176,493 - 866,860 1,736,803 6,234,100 1,336,601 2,129
BEPAHEE Undated assets 1,093,151 - - - - - 1,093,151
EEAH Total assets 89,671,917 3,521,163 17,993,455 8,103,488 35,133,880 18,696,577 6,223,354
=R Liabilities
RITREAM Deposits and balances
SRBER of banks and other
BRRER financial institutions 831,973 203,416 628,557 - - - -
EEBER Deposits from customers 65,965,607 17,584,973 45,952,248 1,858,045 570,341 - -
REREEE Trading liabilities 428,648 428,648 - - - - -
BETERE Certificates of deposit
issued 7,257,719 - - 4,494,424 2,763,295 - -
BRITERES Debt securities issued 2,300,889 - - 44,142 2,256,747 - -
EBHER Loan capital 3,901,326 - - - 1,942,973 1,958,353 -
EIHAHEE Undated liabilities 1,703,416 = - - - - 1,703,416
aEAE Total liabilities 82,389,578 18,217,037 46,580,805 6,396,611 7,533,356 1,958,353 1,703,416
EE-BEEE  Asset - liability gap (14,695,874) (28,587,350) 1,706,877 27,600,524 16,738,224
T L FEFRERSE  INTERIM REPORT 2007
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27. f#fE 27. Reserves
BRRATRRER
Attributable to equity shareholders of the Bank
Hn
EXZE  EffHE
e Other AAEE ERERE
RBEE EXHE -REE  Exchange  property e Share  REER"
Share  Capital ~ General differences revaluation Fair value option  Retained ag
premium  reserve  reserve reserve reserve  reserve reserve  profits* Total
BETn BTz E¥Trn  A%Tn  AMTn BMTn B¥Tx B¥Tn  B¥Tn
HK$'000  HKS'000  HKS$'000 HK$'000 HK$'000  HKS$'000 HK$'000 HK$'000  HK$'000
1200651418 At 1 January 2006 282,930 6,589 100,000 3,576 13,856 319,573 8,847 3,101,082 3,836,453
RERHER Revaluation surplus,

MEERS net of deferred tax - - - - 8,210 - - - 8,210
NEBEEE Exchange difference on translation - - - 6,386 - - - - 6,886
DRERS Equity-settled share-based

HRHX 5 transactions - - - - - - 3,981 - 3,981
ARnEES Available-for-sale securities

- RABEEY - change in fair value - - - - - (68,390 - - (68,390)

- HERELE ~ transfer to income statement

ax on disposal - - - - - (79,221) - - (79.221)

- BRHE - deferred tax - - - - - 25830 - - 25830
TEERT Profit for the year - - - - - - - 918249 918,249
BERAERE Interim dividends declared

FERE in respect of the current year - - - - - - — (453,000)  (453,000)
12006128318 At 31 December 2006 282,930 6,589 100,000 10,462 22,066 197,792 12,828 3,566,331 4,198,998
®2007F1A18 At 1 January 2007 282,930 6,589 100,000 10,462 22,066 197,792 12,828 3,566,331 4,198,998
RELRERY Revaluation surplus,

SRR net of deferred tax - - - - 6,011 - - - 6,011
NEREEE Exchange difference on translation - - - 6,768 - - - - 6,768
DREEMAKD  Equity-settled share-based

X5 (F38(a) transactions (note 8(a)) - - - - - - 2,694 - 2,694
IRNEES Available-for-sale securities

- BhERE - change in fair value - - - - - (26,466) - - (26,466)

- HERELE - transfer to income statement

W& on disposal - - - - - 182 - - 182

- BRLHE - deferred tax - - - - - 4,600 - - 4,600
REE T Profit for the period - - - - - - - 538776 538,776
#2007%6A30A At 30 June 2007 282,930 6,589 100,000 17,230 28,077 176,108 15,522 4,105,107 4,731,563
* BREEAEBERITERID EHREEEED * A regulatory reserve is maintained to satisfy the provisions

HE AT EREREPHSBRERE
RBEBINAEERRBTRERLS
B LHBHALERE  RENEHEER
EREBHFANEE  -RZFEZTEFNA=
+8 - REEAPEFEREEEERBIRE
T AN 77 A% BB 5 498,100,0007T (Z BTN
F+-_A=+—H: B1#376,300,000
L) BIRERAZASER -

FiEZERITAR AR CITIC KA WAHBANK LIMITED

of the Hong Kong Banking Ordinance for prudential
supervision purposes by earmarking amounts in respect of
losses which the Bank will or may incur on loans and
advances in addition to impairment losses recognized.
Movements in the reserve are earmarked directly through
retained profits and in consultation with the HKMA. As at
30 June 2007, HK$498,100,000 (31 December 2006:
HK$376,300,000) was included in the retained profits in
this respect which was distributable to equity holders of
the Bank subject to consultation with the HKMA.
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28. EXRBEHEAR S

(a)

BREAMBHRREMA D
Sh - REEHE

RENRZ S REH
TTATEREE RS -

HEEATANRXS

AERN - REEBEEABRTEHBRFHE
B AETTZERS  HPERIRIEE
B BEIRGHRRAEFER 2RREEXR
FRIBITRFFINER S - BERIHHNELN
TERRBENETRIHNEEMSHNE
ME  WEEHGAEERAMZHHTREP
WIEFAER - EEERA  BLERFHRERIE
B R ET -

AHR - BEHAXSNHEELNEE AN
R :

BREES

Ultimate

controlling party

28. Material Related Party Transactions

(a)

In addition to the transactions and balances disclosed elsewhere
in these financial statements, the Group entered into the following
material related party transactions:

Transactions with group companies

During the period, the Group entered into a number of

transactions with related parties, in the normal course of its
banking business including, inter alia, lending, acceptance and
placement of inter-bank deposits, participation in loan syndicates,
correspondent banking transactions and foreign exchange
transactions. The transactions were priced based on relevant
market rates at the time of each transaction, and were under the
same terms as those available to other counterparties and
customers of the Group. In the opinion of the directors, these

transactions were conducted on normal commercial terms.

The amount of related party transactions during the period and
outstanding balances at the end of the period are set out below:

EREER
Immediate BERKERR BEQT
controlling party Fellow subsidiaries Associates

BEAA=TRLEAEA

Six months ended 30 June

S2RLE —TTRF ZBBLE —TTRF ZBELE —TTNF ZBRLE _TTRA

2007 ) 2006 2007 2006 2007 2006 2007 ) 2006

BT AETr BT E¥ETT #B%Tn #EETx B¥Tx B¥ETx

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

F BB A Interest income - - - - 2,089 1,019 8,102 4,705

FIS T Interest expense - (6,917) (1,029) (1,484)  (39,952)  (44,390)  (52,694)  (10,537)
H A& Other operating

income - - - - - - 620 10,858

e Operating expenses (511) (503) - - (5,806) (694) (19,041) (216)

(511) (7,420) (1,029) (1,484) (43,669) (44,065) (63,013) 4,810

T FEFRERE  INTERIM REPORT 2007
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28. ERBEEARSZ )

A

28. Material Related Party Transactions (cont'd)

(a) HEBERAIANRS (&) (a) Transactions with group companies (cont’d)
BRARER HEEES
Ultimate Immediate EEY: PG BENR
controlling party controlling party Fellow subsidiaries Associates
ZEEtE  CZTTSAE ZBBLE  -TTF  ZEELE ZTTRE ZBBLE -TTNF
2007 2006 2007 2006 2007 2006 2007 2006
BRI BETT BB BETTL BETT BETT BETT BETT
HK$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
EXED ! Lending activities:
W1A1H At 1 January - - - - 475,381 152,264 221,798 200,000
#2007F6A308/ At 30 June 2007/
2006F 124318 31 December 2006 - - - - 18,987 475,381 388,811 221,798
R/ LER Average for the
THeE period/for the year - - - - 19,020 321,453 357,720 241,617
At EWERE Other receivables:
®1A18 At 1 January - - - 1 2,462 4,800 124,728 2,385
72007664308/ At 30 June 2007/
2006F 124318 31 December 2006 - - - - 5,628 2,462 21,464 124,728
TH/LER Average for the
THed period/for the year - - - - 6,907 2,483 11,365 34,528
BEER: Acceptance of
deposits:
®1A18 At 1 January 109,415 72,392 543,776 75,583 971,957 2,515,483 2,022,559 876,868
12007664308/ At 30 June 2007/
2006F 124318 31 December 2006 - 109,415 143,070 543,776 1,862,469 971,957 2,653,903 2,022,559
TH/LER Average for the
FHeE period/for the year - 376,306 137,316 213,817 2,103,579 1,978,238 2,096,983 1,064,381
Hit EAERR Other payables:
W1A1H At 1 January 145 - 327 177 1,599 12,066 903 885
#2007F6A308/ At 30 June 2007/
2006F 124318 31 December 2006 - 145 - 327 1,412 1,599 3,358 903
R/ LER Average for the
e E period/for the year - 253 - 790 4,844 2,891 2,998 2,084
I 4 BE At BA B 5 B AR R TF AR ME R (E 2 No impairment allowances were made in respect of the above

1 e

TERERTERAA

CITIC KA WAH BANK LIMITED

loans to and placements with related parties.
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28. ERBEEARSZ )

(b) REREBASNRS
FOTEBEEEASME (BEENTATES
RETREFZEE)NT :

28. Material Related Party Transactions (cont'd)

(b) Transactions with key management personnel

Remuneration for key management personnel of the Bank,
including amounts paid to the Bank’s directors and certain
employees with the highest emoluments, are as follows:

BEAA=t+tHILLAEAR

Six months ended 30 June

—EEBLHF —TERF

2007 2006

BT T BT T

HK$°000 HK$'000

EHEEBREN Short-term employee benefits 15,832 17,105
LA BR 15 18 1~ Share-based payments 3,707 1,521
19,539 18,626

MeBBETAIE TRA] (K@) -

AR RTARNTRABEREERABTNE
BEIEA S AP Y 30 AR B R A AP R 3 R
MHEAFENARRHREERE - FEA
BTHBEXEGBEPRHE  WEHEHEU
At (ER) BEMERETALRRS
B R BRI

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

During the period, the Bank provided credit facilities to key
management personnel of the Bank and its holding companies
and their close family members and companies controlled or
significantly influenced by them. The credit facilities were provided
in the ordinary course of business and on substantially the same
terms as for comparable transactions with persons of a similar
standing or, where applicable, with other employees.

—EEBLHF —ZETR
2007 2006
BT T BT T
HK$’000 HK$ 000
®1A1H At 1 January 13,112 17,750
R 20075 6830H,20065E12H31H At 30 June 2007/31 December 2006 13,189 13,112
A/ FANESERES Maximum amount during the period/year 20,727 27,942

FITREREBEEA BRI A4 R
REMBREBE WRARETRERAEM
i A9 9 3T FR 0 B R 49 465 R BR BT R M I BT (5 A
WAE R -

No impairment losses have been recorded against balances
outstanding during the period with key management personnel,
and no individually assessed impairment allowances has been made
on balances with key management personnel and their immediate
relatives at the period end.
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29. pTET A

(a) FETANESESE
MTETAERERE BRZEERNEENIE
SHMEEREFTEEENESRAN -

NTRAEEERIENETANERDSH
e

29.
(a)

Derivatives

Notional amounts of derivatives

Derivatives refer to financial contracts whose value depends on
the value of one or more underlying assets or indices.

The following is a summary of the notional amounts of each
significant type of derivatives entered into by the Group:

—EZtEXA=TH —EERFE+=ZA=+—H
As at 30 June 2007 As at 31 December 2006
R5 Ep ko] 5 # k]
Trading Hedging Total Trading Hedging Total
BET T BT T BT T BETFT BT T BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ERSTETR  Currency derivatives

BRERS Forwards 14,262,535 - 14,262,535 29,142,597 - 29,142,597
BHRS Swaps 26,844,011 - 26,844,011 8,649,601 - 8,649,601
g A Options purchased 266,990 = 266,990 182,800 - 182,800
B Options written 264,997 - 264,997 179,579 - 179,579

FMEFTETE  Interest rate derivatives
HEHRRS Swaps 15,202,308 5,988,070 21,190,378 12,325,280 6,238,456 18,563,736
EUN:if: Options purchased - - - 933,162 - 933,162
=B Options written - - - 933,162 - 933,162
56,840,841 5,988,070 62,828,911 52,346,181 6,238,456 58,584,637

N ERXZARAEEALINE - MERFHT S
BT BETAETAMNEBRZRSRREDNARY
BN 5 YHERDHE -

RHEEAEENSBIAALEEAS -
MATEPNRSESRRFEREDME
EMEE  URAHAEBZHTEMSE
BAE -

FiEEERITAR AR CITIC KA WAH BANK LIMITED

The above transactions are undertaken by the Group in the foreign
exchange, interest rate and equity markets. The notional amounts
of these instruments indicate the volume of transactions
outstanding and do not represent amounts at risk.

Trading includes the Group’s proprietary positions in financial
instruments, positions which arise from the execution of trade
orders from customers and market making, and positions taken
in order to hedge other elements of the trading book.
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29. fTE T A

(b)

TEITENA2AEBEREARERME
B

29.

(b) Fair values and credit risk-weighted amounts of

Derivatives (contd)

derivatives

—EZtHXA=TH
As at 30 June 2007

—EERF+-A=+—H
As at 31 December 2006

5 AR 1= ARk

AREE 2AAREE NEEE 2AEE KAEBEE MEHE

BE & f& Credit risk- BE A& Credit risk-

Fair value Fair value weighted Fair value Fair value  weighted

assets liabilities amount assets liabilities amount

B¥ETT B¥TT BETR B¥Tr BEFr BEETT

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

METETA Interest rate derivatives 72,975 246,354 38,649 104,010 307,380 44,213
EEXRNTETA Currency derivatives 246,099 123,869 345,668 251,081 121,268 158,912
319,074 370,223 384,317 355,091 428,648 203,125

EARBNESBERERBER_TT+F—
A—RERMERTE(ER)RADEBAER
FTREERFENSE  TEARISHEFH
FBOK R R EBHNER - RZTZXRF - 3
R NS RIEIRBE S GRITEEM)D
ME=ENLE NBEBEERAENRAR
MEB0%ZE150%TE (ZET R F: 0%%
100%) * MEX  MERLEMTETEELD
AlH0%E150% T E (ZEZEXRNF: 0%=
50%) °

REBREEMANF LEMNEEFREEL
B At B R R AR DR -

The credit risk-weighted amount is the amount which has been
calculated in accordance with the Banking (Capital) Rules effective
on 1 January 2007 on capital adequacy and depends on the status
of the counterparty and the maturity characteristics. In the year
of 2006, credit risk-weighted amount referred to the amount as
computed in accordance with the Third Schedule to the Hong
Kong Banking Ordinance. The risk weights used range from 0%
to 150% (2006: 0% to 100%) for contingent liabilities and
commitments, and from 0% to 150% (2006: 0% to 50%) for
exchange rate, interest rate and other derivatives contracts.

The Group did not enter into any bilateral netting arrangements
during the period and accordingly these amounts are shown on a
gross basis.
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29. fTE T A &) 29. Derivatives (cont'd)
(0 EERHEHPIAMNMTEIANAIAREE (c) Fair value of derivatives designated as hedging
instruments
NTRAEEFEEHRAENITETARE The following is a summary of the fair values of derivatives held
mERESHAREERE : for hedging purposes by product type entered into by the Group:
—EEEHEXRA=TH —ETRF+ZAR=+—H
As at 30 June 2007 As at 31 December 2006
ARERE AREE NAREE N EE
BE a8& BE afE
Fair value Fair value Fair value Fair value
assets liabilities assets liabilities
BET T BET T BT T BT T
HK$’'000 HK$’'000 HK$ 000 HK$'000
MEEL Interest rate contracts 22,580 103,254 25,679 137,507
AREEHRFERIERERES T EEH Fair value hedges are principally consisted of interest rate swaps
EZEENBENAARBERAMSNEZEMm that are used to protect against changes in the fair value of
HBEF R EmE - certain fixed rate assets or liabilities due to movements in the

market interest rates.

d) FTETENGTER (d) Remaining life of derivatives
TERE®RAEBREFEINRERN (EREE The following tables provide an analysis of the notional amounts
AWM TEEHREFE S0 TETAER of derivatives of the Group by relevant maturity grouping based
LRI on the remaining periods to settlement at the balance sheet date:

—EELHFXRB=TH
As at 30 June 2007
MHRTEHNERESHE
Notional amounts with remaining life of
1 £
1EH AT B5%F
FERC) 1 year Over 1 year 5FE B Lk
Total or less to 5 years Over 5 years
BT T BT BT T BET T
HK$’000 HK$'000 HK$'000 HK$’000
MEFTETHE Interest rate derivatives 21,190,378 5,354,674 15,523,031 312,673
EXE{TETA Currency derivatives 41,638,533 35,398,201 6,240,332 -
62,828,911 40,752,875 21,763,363 312,673

38 FiEEERITAR AR CITIC KA WAH BANK LIMITED
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29. fTHE T A &) 29. Derivatives (cont'd)
d TTETAENGTEH @) (d) Remaining life of derivatives (cont'd)
—EEXF+=-A=+—H
As at 31 December 2006
BTFEHNEESE
Notional amounts with remaining life of
1F A E
TEHAT FE54E
wE 1 year Over 1 year 5 A F
Total or less to 5 years Over 5 years
BT T BET T BT T BET T
HK$ 000 HK$'000 HK$'000 HK$'000
MEGTETA Interest rate derivatives 20,430,060 5,593,283 12,348,344 2,488,433
ERfTETA Currency derivatives 38,154,577 37,612,963 463,614 78,000
58,584,637 43,206,246 12,811,958 2,566,433
30. I EEEBERAE 30. Contingent Liabilities and Commitments
() RHUGEENEEBREE (a) Contingent liabilities and commitments to extend credit

UTREBEIEXAABBNIEAENANESE

The following is a summary of the contractual amounts of each

M significant class of contingent liabilities and commitments:
—ETtHF ZETRF
NAB=tH +ZA=+—H
As at As at
30 June 31 December
2007 2006
BE T BT
HK$'000 HK$'000
EREEERER Direct credit substitutes 3,432,201 1,723,211
B H5EHENEBIER Transaction-related contingencies 84,161 73,740
HESHEBNLEIER Trade-related contingencies 1,725,541 1,659,341
EEEHEFER Forward forward deposits placed 650,996 -
H A Other commitments:
— HRAT A AR EUS S — which are unconditionally cancellable
EEFRARNEEMRR or automatically cancellable
EERA 8B EUH due to deterioration in the
creditworthiness of the borrower 14,204,948 12,915,501
— REIBRAENFT — with an original maturity of under 1 year 3,440,235 2,556,234
— RBBAE1F MU L — with an original maturity of 1 year or over 3,724,486 2,938,186
27,262,568 21,866,213
12 FA R B N e B 58 Credit risk-weighted amounts 4,216,429 2,762,347

SETLEEREERE

39
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30. REAEBRAE @ 30. Contingent Liabilities and Commitments (cont'd)
(a) REGENREBEBRAIE (&) (a) Contingent liabilities and commitments to extend credit (cont'd)
ABEBERFREREEEMABENTIA  B1F Contingent liabilities and commitments are credit-related
ERAEMEBREEOREREERE - P REOE instruments which include letters of credit, guarantees and
MERTHAZFRERHERBREB S KNE commitments to extend credit. The risk involved is essentially the
AREREER - cHSBRELESHNEHER same as the credit risk involved in extending loan facilities to
BERAERPEAMEAERROSRE - AR customers. The contractual amounts represent the amounts at
BMEBAETIHKDABRE  BHEHE risk should the contract be fully drawn upon and the client default.
WITEEBRRIRERE © As the facilities may expire without being drawn upon, the
contractual amounts do not represent expected future cash flows.
AREtE(E AR NESRENRRINESH% The risk weights used in the computation of credit risk-weighted
2150% (ZFZRNF : 0% £ 100%) T5F amounts range from 0% to 150% (2006: 0% to 100%).
(b) EBEAXREIE (b) Capital commitments
REZER - BB AR BRERm XK Capital commitments for purchase of equipment outstanding at
ERBEREANREEEHENERAENT balance sheet date not provided for in the financial statements
were as follows:
—ETtHF ZETREF
AA=t+H +ZA=+—H
As at As at
30 June 31 December
2007 2006
BT T BT T
HK$’000 HK$'000
ERERTH Authorized and contracted for:
LEYS L Property and equipment 7,859 7,221
ERERRTY : Authorized but not contracted for:
I EYS & Property and equipment = 6,983
7,859 14,204
31. kRAEEEHERSE 31. Non-adjusting Post Balance Sheet Events

KT 2EREWNEBARTEBERABAER
RAEGRID (THEEBRSB]) EREER®%
EXESPERE S ATRREAZTME
ARTT - PEIBEBRM B RS HEN =
ST LF+ZARIREK -

FiEEERITAR AR CITIC KA WAH BANK LIMITED

Subsequent to the balance sheet date, China International Finance
Company Limited (Shenzhen) (“CIFC"), the Bank’s wholly-owned
subsidiary, received official approval from the China Banking
Regulatory Commission to upgrade CIFC to a locally incorporated
bank. The upgrade project of CIFC will be completed before
December 2007.
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(Expressed in Hong Kong dollars unless otherwise indicated)

(A) Br#iR =

(A) Summary of Financial Position

—EELHE —EEREF

~A=+H +=ZA=+—H

As at As at

30 June 31 December

2007 2006

BET T BT T

HK$'000 HK$'000

EEFERLBERNLE HEHE  Loans and advances to customers and trade bills 61,392,600 51,177,344

BB 2EE Impairment allowances 343,518 329,526

BEERE Total assets 103,752,437 89,671,917

TR Total deposits 82,620,662 73,223,326
BEERATTREN Total equity attributable to equity

R shareholders of the Bank 7,814,904 7,282,339
B b & Financial ratios
EARFE R E Capital adequacy ratio 15.29% 16.67%
1% & A b Core capital ratio 8.76% 9.26%
KEM 2F I RE Average liquidity ratio for the period/

Ao (ZETXRF year ended* (30 June 2006: 45.72%)

NA=1H:4572%) 40.75% 40.35%
BfFt % Loans to deposits 74.31% 69.89%
BERBEERERLR Loans to total assets 59.17% 57.07%
PN N = Cost to income 46.00% 49.39%
EERBRE Return on assets 1.14% 1.07%
N7 BR SR 9 HE 2= [0 3R R Return on average total equity attributable to

equity shareholders of the Bank 14.37% 12.93%

* AR TFARDES L X RBERE *
AFEORDESLERZBEFIHEH - I
BESESREBR(I2ER] REE
BRMBRE  BATREETHEAR
WA GEE  RTABEBERITERND

Bif SR ) E A o

The average liquidity ratio for the period is the simple
average of each calendar month’s average liquidity ratio,
which is computed on the consolidated basis covering the
Bank and certain of its subsidiaries as required by the Hong
Kong Monetary Authority (“HKMA") for its regulatory

purposes, and is in accordance with the Fourth Schedule to

the Hong Kong Banking Ordinance.
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(B) (i) MKRBELAERER (B) (i) Capital Base after Deductions
—EELHF ZETRF
RNA=+H +ZA=+—H
As at As at
30 June 31 December
2007 2006
BET T BT T
HK$'000 HK$'000
B E R Core capital
BT R Paid up ordinary share capital 3,083,341 3,083,341
A& 19 % (B Share premium 282,930 282,930
##E Reserves 2,886,024 2,571,114
BuEiR Profit and loss account 387,842 274,476
B O ERBHRIER Less: Core capital items deductions (5,818) -
BOEREE Total core capital 6,634,319 6,211,861
ERMHER Eligible supplementary capital
ERApEEGFEAAH Reserves attributable to fair value gains on

HE R REEEFH revaluation of holdings of available-for-sale

MmEERFMEMGFEE equities and debt securities 96,058 138,456
AR AR EEMHFEWHIET  Unrealized fair value gains arising from

BBBEBEZIREAAR holdings of equities and debt securities

BEZ KRN REBHE S designated at fair value through profit or

EEMRERABF loss (in supplementary capital)

(RHBHEAR) 195,789 316,438
—MIBRITERBREATHE  Regulatory reserve for general banking risks 498,100 376,300
B8 Y i Rk (B E Collective provisions 257,077 253,386
ﬂ@l HHMEERE Perpetual subordinated debt 1,960,034 1,958,353
BHRERE Term subordinated debt 1,943,423 1,942,973
W B E AR IRIE B Less: Supplementary capital items deductions (5,818) -
EREHERERE Total eligible supplementary capital 4,944,663 4,985,906
BEREREE Deductions from total capital base = (12,156)
HBREIERAERERH Total capital base after deductions 11,578,982 11,185,611
[ B RE B B Risk-weighted amount

- ERAR - credit risk 71,009,101 66,572,563

— mi5ER - market risk 675,625 517,575

— HERR — operational risk 4,037,813 -

75,722,539 67,090,138
=Nl s Capital adequacy ratios

— BAXFTELE — capital adequacy ratio 15.29% 16.67%

— O EARLE — core capital ratio 8.76% 9.26%

RZZEZLFNA=1TH BEXRZEHL
=R EEERAME

RRZODERLE

At 30 June 2007, the capital adequacy ratio and core capital
ratio are computed on the consolidated basis covering the

TERERTERAA

EERBZRATERCRITE(BER) R
A - BARGTREETHERARBNE G
EREHE ZJSTT%RFH [RAEF A qugﬁ*
FA 2\ B % 717 35 [ B ““ﬂﬂ%?ﬁ(%ﬁ '

KR TERERE] uJFMM E’\_
¥¥A¢+_H:+_E‘§ng$
HIRBEBGRITERIDMER =518 -

CITIC KA WAH BANK LIMITED

Bank and certain of its subsidiaries as required by the HKMA
for its regulatory purposes, and are in accordance with the
The Bank has adopted the
“standardized approach” for the calculation of the risk-
weighted amount for credit risk and market risk and the
“basic indicator approach” for the calculation of operational
risk. At 31 December 2006, the two ratios were computed
in accordance with the Third Schedule to the Hong Kong
Banking Ordinance.

Banking (Capital) Rules.
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(B) (i)

(B) (ii)

Capital Base after Deductions (cont'd)

As there are significant differences between the Banking
(Capital) Rules and the Third Schedule on requirements in
the scope of consolidation and the calculation of capital
base and risk-weighted amount, the capital ratios are not
directly comparable.

Basis of Consolidation

Unless otherwise stated, all financial information contained
in the interim financial report are prepared according to
the consolidation basis for accounting purpose.

In preparing the capital adequacy ratio and liquidity ratio of
the Group, they are prepared according to the basis of
consolidation for regulatory purposes. The main difference
between the consolidation basis for accounting and
regulatory purposes is that the former includes the Bank
and all its subsidiaries whereas the latter includes the Bank
and only some of the Group's subsidiaries, which are
discussed as follows:

The Bank calculates the capital adequacy ratio (“CAR") in
accordance with Banking (Capital) Rules effective on 1
January 2007. The HKMA has granted approval under
section 28(2)(a) of the Banking (Capital) Rules for the Bank
to calculate its CAR on a solo-consolidated basis instead of
solo basis in respect of the following subsidiaries of the

= Bank.
HMRYREBE
MELR AR Place of incorporation/ BERABDE FTEEK
Name of subsidiaries operation % of shares held Principal activities
CKWB (Cayman Islands) HeERs, &% 100% E BB
Limited Cayman Islands/Hong Kong Inactive
CKWH-UT2 Limited Mers &% 100% BITRERE
Cayman Islands/Hong Kong Issue of subordinated
notes
EEEEARAA o 100% RBEE
Viewcon Hong Kong Hong Kong Mortgage financing
Limited

T FEFRERE  INTERIM REPORT 2007
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(B) (ii) Basis of Consolidation (contd)

On the other hand, the Bank is required under section
98(2)(b) of the Banking Ordinance to calculate its CAR on a
consolidated basis in respect of the following subsidiaries.

44

HMAY EEHE
g PNCTE=R Place of incorporation/ BFERGBEDE FTEXEWK
Name of subsidiaries operation % of shares held Principal activities
EEEANUBERLIDA BB 100% HERE
HKCB Finance Limited Hong Kong Consumer financing
REREREERAR B 100% R &L
CITIC Insurance Brokers Hong Kong Insurance brokerage
Limited
RERTUEFT)BRLQF 5 100% EFERRTS
The Ka Wah Bank (Trustee) Hong Kong Trustee services
Limited
KWB Management Limited BB 100% TE BB
Hong Kong Inactive
CKWB (Cayman Islands) Hels &% 100% oE B2
Limited Cayman Islands/Hong Kong Inactive
CKWH-UT2 Limited HeRe &t 100% BETRERRE
Cayman Islands/Hong Kong Issue of subordinated
notes
BBEARBRKRE HE 100% TR 2
ARQA Hong Kong Insurance agency
HKCB Insurance Agency
Limited
BEEEGRAR BB 100% RBEE
Viewcon Hong Kong Hong Kong Mortgage financing
Limited
HEBERER AR BB 100% MERE
Carford International Hong Kong Property holding
Limited
o 0 B B 5 B PR 2 /) ORI B 100% © B AR 7%
China International Finance People’s Republic of China Financial services
Company Limited ("PRC")
(Shenzhen)
CKWB-SN Limited HeRe &t 100% BETRBRENRE
Cayman Islands/Hong Kong Issue of structured
notes and investments
ZEERMBAR QA B 100% T B
Ka Wah International Hong Kong Inactive

Merchant Finance Limited

FiEEERITAR AR CITIC KA WAH BANK LIMITED
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(B) (ii) "6 E® »
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(B) (ii) Basis of Consolidation (contd)

The following subsidiaries are deducted from the Bank’s

capital base under Part 3 of the Capital Rules.

HEfRY,REE

MBAR AR Place of incorporation/ BERABESE FTEEK
Name of subsidiaries operation % of shares held Principal activities
BERT(REB)BRAF & 100% IR 7%
The Ka Wah Bank Hong Kong Nominees services
(Nominees) Limited

Security Nominees Limited i 100% I PR 75

Hong Kong Nominees services
BEEEARITREA)BRAF BB 100% HRIE R 7
The Hongkong Chinese Bank Hong Kong Nominees services

(Nominees) Limited

(Q) 7 HMEH
(a) BHEWS

(C) Segmental Information

(a) By geographical areas

—EB2LFAA=1H

As at 30 June 2007

EFEXR B E & WEER
BB BB RBRK 1l Bl 7 1 AT
Loans and Overdue Impaired Individual Collective
advances to loans and loans and impairment impairment
customers advances advances allowance allowance
BET T BET T BT T BT T BET T
HK$’000 HK$’000 HK$000 HK$'000 HK$’000
BB Hong Kong 46,814,828 239,417 234,440 56,609 144,362
H Mainland China 7,947,616 472,241 472,241 29,995 54,841
EE USA 1,819,718 - - - 31,501
Hi Others 3,738,652 114,430 167,733 - 26,210
60,320,814 826,088 874,414 86,604 256,914
—EEXF+=-A=+—H
As at 31 December 2006
EFPER BmERE N WEE R . .
PETN P& &N 18 7l 71 1 e R
Loans and Overdue Impaired Individual Collective
advances to loans and loans and impairment impairment
customers advances advances allowance allowance
BT T BB BB T BB T BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BB Hong Kong 39,910,144 197,448 184,848 40,036 162,393
+ Mainland China 6,703,093 469,794 469,794 30,034 43,609
EE USA 1,429,400 - - - 28,846
Hh Others 2,642,713 191,997 191,997 6,290 18,318
50,685,350 859,239 846,639 76,360 253,166
—TTEHFEPHRE  INTERIM REPORT 2007
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(CQ) o HEH @

(a)

(b)
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CITIC KA WAH BANK LIMITED

(C) Segmental Information (conta)

(a)

(b)

By geographical areas (cont'd)

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 and advances are individually assessed loans which
exhibit objective evidence of impairment on an individual basis.

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:

Wholesale banking
business:

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

Retail banking business: It mainly comprises deposit account
services, residential mortgage, other
consumer lendings, credit card services
and finance leases.

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

Fund investment: It mainly comprises all fund investments
made by the Bank that are managed by
external fund managers.

Unallocated: 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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(CQ) " EEE =
(b) REKE D (&)

(C) Segmental Information (conta)

(b) By business segments (cont'd)

BZAB=1HLEAMEA
Six months ended 30 June

ZEZELE —ZERF “BEtE —Z2ER
2007 2006 2007 2006
BAIRR /(BB Hanad/ (58) BEWA BEWA
Profit/(loss) Profit/(loss) Operating Operating
before taxation before taxation income income
BT T BT T BT BT
HK$'000 HK$'000 HK$'000 HK$'000
EERRITES Wholesale banking business 310,701 299,791 459,213 393,134
TERITED Retail banking business 274,556 188,099 569,824 474,892
MAXH Treasury 54,178 47,971 91,019 90,815
EERAEE Fund investment 102,658 9,771 106,817 9,771
AOBEEB Unallocated (93,712) (100,199) 61,783 19,724
648,381 445,433 1,288,656 988,336

(D) BHEFERRER

(D) Overdue Loans and

Advances to Customers

“ERLERA=TH

—ETAFE A=A

As at 30 June 2007 As at 31 December 2006
EEFER EEFEXR
RBRAE &t
BAE BOXR
% on total % on total
loans and loans and
BETT advances to BETT advances to
HK$'000 customers HK$'000 customers
EXRBREE The gross amount of loans
EaiE: and advances has been
overdue for periods of:
- 3EANLEE6EA - 6 months or less but
over 3 months 215,183 0.36 36,759 0.07
- 6AANEE1E 1 year or less but
over 6 months 33,178 0.05 258,965 0.51
-1 £ - over 1 year 577,727 0.96 563,515 1.1
826,088 1.37 859,239 1.69
BEREMERRAF  Secured overdue loans and advances 800,928 767,533
EEMABMEZ LT Unsecured overdue loans and advances 25,160 91,706
826,088 859,239
RAEAEMAY Market value of collateral held
BERRBHZ against the secured overdue
KRRmE loans and advances 1,348,799 1,179,363
R EER Individual impairment allowance made 51,559 70,702
T FEFRERE  INTERIM REPORT 2007
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(D) AHEFERRER @ (D) Overdue Loans and Advances to Customers (cont)
FRBERBZERRBR  BEERSLFE Loans and advances with a specific repayment date are classified
EEA - WRFL EH)HETE%E B 8 B R as overdue when the principal or interest is overdue and remains
B o BN RIHI B3 BERMERAREER unpaid at the year end, loans repayable on demand are classified
wmm- 8 1%%\)\1)?5&&?5/?2%?5’\ R/ HER as overdue either when a demand for repayment has been served
EREERAEBAOIOERTE - MULIERE on the borrower but repayment has not been made in accordance
B Ce EREAIR - MYIER B IE o with the demand notice, and/or when the loans have remained

continuously outside the approved limit advised to the borrower
for more than the overdue period in question.

RZZEZELEFANA=ZFTAERZZEERF+= There were no advances to banks and other financial institutions
A=+—R XEBEYZaHBEE=-@AN which were overdue for over 3 months as at 30 June 2007 and
MITREMS BB - 31 December 2006.
HRBBHERRBER  ATEER/FF2HER Majority of collateral held in respect of the overdue loans and
mABMEYE - SRERREAERE THHE advances is real estate properties. The eligible collateral should
% generally satisfy the following:
(a) ZEEXTERARRRESAEEHM (@) The market value of the asset is readily determinable or can
HERBE be reasonably established and verified:;
(b) ZEEARMSEHERBEZ-FmHAA (b)  The asset is marketable and there exists a readily available
BHZEELE secondary market for disposing of the asset;
(0 IRITAITER BIER El’]\ T ERERBITE (c)  The Bank’s right to repossess the asset is legally enforceable
el & ER R and without impediment; and
(dy RITEEZERHIHZEETHEILES (d)  The Bank is able to secure control over the asset if necessary.
T o
[EREFRI2TEEBEAIARELHRA The main types of “Eligible Collateral” is “Eligible Physical
] TEBREHEWE - Collateral” mainly comprises real estate.
(E) Et @B EE (E) Other Overdue Assets
—ETtHF ZEERE
NA=+HB +=ZA=+—H
As at As at
30 June 31 December
2007 2006
BET T BT T
HK$000 HK$'000
B R BBEEmEE The gross amount of trade bills which
has been overdue for:
—1F N E - over 1 year - 1,198
HEZIHEAD B HE - Held-to-maturity investment which
has been overdue for:
—1F N E - over 1 year 15,634 15,553

48 FiEEERITAR AR CITIC KA WAH BANK LIMITED
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(F)

REAER

(F) Rescheduled Loans

—EEtLtFEAXA=TH —EEXF+-_A=+—H
As at 30 June 2007 As at 31 December 2006

HEFEX HEFPER
REREE KRBT
Bo=E ERR:S
% on total % on total
loans and loans and
BT T advances to BT T advances to
HK$’000 customers HK$'000 customers
EAER Rescheduled loans 199,723 0.33 16,393 0.03

(G)

KEHERRZEERAR AR A #k &t
NMERmMEE FRBEKEHRERTE
MBX - ELEBINERKTEAEEM
FUWH—REEGK FPEHERENR
Higm 80 = 8 A3 2 R K 72 (D)E R /Y i@
HAZAK o

RZEZLFAAA=ZFTHEHEZZZRE+ =
A=+—H FAEBEIWEDSANBITRE
fib & BRI E R o

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 (D).

There were no advances to banks and other financial institutions

which were rescheduled as at 30 June 2007 and 31 December
2006.

(G) Repossessed Assets

—ETLHF —ETRF
ANA=EtH +ZA=+—H
As at As at
30 June 31 December
2007 2006
BET T BT T
HK$’000 HK$'000
B ARFEER KR Included in loans and advances to customers
M E A AR IE 4 and other accounts 180,158 176,216

hWBEAN -_ZTZLtFA=FTHEK=
/\iJFfﬂzﬂL*HE@”ﬂ(@ﬁEE@fﬁﬁm
@o

The amount represents the estimated market value of the
repossessed assets as at 30 June 2007 and 31 December 2006.

T FEFRERE  INTERIM REPORT 2007
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(H) EXRER
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ENBEEEZE @M ZENRRAER
B oo

REEEHNBERIIERRIT

(H) Currency Risk

The Bank’s foreign exchange risk stems from taking foreign
exchange position, commercial dealing, investment in foreign
currency securities, operations of overseas branches and
subsidiaries. Foreign exchange positions of the Bank are subject
to exposure limits approved by ALCO.

Significant foreign currency exposures at the balance sheet date
were as follows:

—EZEtHFXA=TH
As at 30 June 2007

HER Equivalent in ESp ARY Hih &M FER-C)
BEET T HK$'000 US dollars Renminbi Others Total
RE&E Spot assets 34,458,449 529,452 3,791,687 38,779,588
REAME Spot liabilities (31,294,804) (330,223) (5,718,585) (37,343,612)
REE A Forward purchases 19,062,342 4,670,700 7,298,105 31,031,147
REIE N Forward sales (21,948,920) (4,665,926) (5,365,129) (31,979,975)
HlERIFRE Net options position (994) = 994 =
&/ (8)8FE Net long/(short) position 276,073 204,003 7,072 487,148
HEiERFE Net structural position - 205,408 48,818 254,226
—EZRF+=-A=+—H
As at 31 December 2006
HER Equivalent in ET AR Hih B FOkE
BET T HK$'000 US dollars Renminbi Others Total
RE&E Spot assets 29,199,298 757,626 3,166,630 33,123,554
REAE Spot liabilities (27,192,098) (443,806)  (4,589,986) (32,225,890)
REHEA Forward purchases 18,010,065 996 7,523,379 25,534,440
REE WL Forward sales (19,944,897) - (6,086,158) (26,031,055)
EAREAR TR Net options position 869 - (869) -
&/ (%) 8558 Net long/(short) position 73,237 314,816 12,996 401,049
HEEREE Net structural position - 199,226 48,565 247,791

EEFHEAERSE BRI E R
EAHE -

50 FiEEERITAR AR CITIC KA WAH BANK LIMITED

The net options position is calculated using the model user
approach which has been approved by the HKMA.
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= .
() BEEE (I) Cross-border Claims
EREERCERREBEBRREZHEHFM Cross-border claims are on-balance sheet exposures of
EHHE  REEAGRRNETHNXRSHF counterparties based on the location of the counterparties after
e - AEXZSHHTRMNBERN—HEH taking into account the transfer of risk. For a claim guaranteed
EROBEEERBEEZERTVBEREIE by a party situated in a country different from the counterparty,
oo RITHHMERBEE DT EERR A risk will be transferred to the country of the guarantor. For a
EEHARMEBRRNOERESR - BB RARKIE claim on the branch of a bank or other financial institution, the
FEEBIREE10%5A - H9E 5I B R ki = risk will be transferred to the country where its head office is
REBRWDT : 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:
RITREAM
SEMBE LEHRE
Banks and Public
other financial sector Hit wmag
institutions entities Others Total
BETT BT BETT BT
HK$'000 HKS$'000 HK$'000 HK$'000
—EELtEXA=TH At 30 June 2007
BEUIINTEKE Asia and Pacific excluding Hong Kong 8,714,372 94,049 10,012,305 18,820,726
HAEiM of which Australia 2,407,709 772 360,986 2,769,467
Hepeh of which Mainland China 3,531,702 92,310 7,793,702 11,417,714
m# s Caribbean - - 4,606,799 4,606,799
HERHRE of which Bermuda - - 874,922 874,922
HAHEHS of which Cayman Islands - - 3,332,449 3,332,449
78 R Western Europe 12,606,991 1,496 3,837,190 16,445,677
HApAHE of which France 1,166,991 - 806,598 1,973,589
HepfEH of which Germany 2,863,826 - - 2,863,826
HAEE of which Netherlands 1,062,032 = 851,789 1,913,821
He & E of which United Kingdom 3,970,861 503 704,733 4,676,097

—ETARF+ZA=1T—H

At 31 December 2006

BEBUINEKRE Asia and Pacific excluding Hong Kong 8,531,581 93,794 8,001,926 16,627,301
EAmM of which Australia 2,607,386 649 17,401 2,625,436
H i of which Mainland China 2,667,315 92,325 6,604,283 9,363,923
mENLL s Caribbean - - 4,611,483 4,611,483
HbhFHRE of which Bermuda - - 840,479 840,479
HbREHS of which Cayman Islands - - 3,450,214 3,450,214
iy Western Europe 10,491,879 1,880 4,138,607 14,632,366
HAxHE of which France 705,617 - 818,122 1,523,739
Ho of which Germany 1,785,231 - 3,963 1,789,194
HEhfmE of which Netherlands 912,490 - 828,935 1,741,425
HApHE of which United Kingdom 2,933,954 754 1,036,088 3,970,796

—“ETELEEPHRE  INTERIM REPORT 2007 5 1
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() AFE|ITHFREBAE (J) Non-bank Mainland Exposures
A IE SR 1T ) F B R A HE R A5 1 M B 3 R Non-bank mainland exposures are the mainland exposures to non-
THFRXGMEEXAZRREE - LATEHEAR bank counterparties. The categories follow the non-bank mainland
BIECGRITEGI) F3ERXTLERNNA exposures submitted by the institution to the HKMA pursuant to
WIRITHFRABABIELHHE - section 63 of the Hong Kong Banking Ordinance.

—EZ+tHXA=TH
As at 30 June 2007

BEEEBRA BEEABRM 18 B R B 2= 4
K9 [ B 7 iR H 2, B AR I Individual
On-balance Off-balance waE impairment
sheet exposure sheet exposure Total allowance
BET T BET T BET T BET T
HK$’000 HK$'000 HK$’000 HK$'000
A 3 4 1 Mainland entities 12,058,349 5,828,457 17,886,806 29,994
EEEANAMZ  Companies and individuals
FERNH AT R outside mainland where
LEPN the credit is granted for
use in Mainland 11,049,429 5,768,710 16,818,139 14,355
23,107,778 11,597,167 34,704,945 44,349
ZEERFE+ZA=+—H
As at 31 December 2006
EEBEBERAN EBEABERI 18 5 R 1B 2E 4
B 3 B A Y BB A E Individual
On-balance Off-balance R impairment
sheet exposure  sheet exposure Total allowance
BT T BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
A b 1 Mainland entities 11,313,971 3,374,338 14,688,309 28,427
ZEZEANAM 2 Companies and individuals
EAP L NCIPNE outside mainland where
@A the credit is granted for
use in Mainland 9,885,249 4,795,268 14,680,517 34,547
21,199,220 8,169,606 29,368,826 62,974

52 FiEEERITAR AR CITIC KA WAH BANK LIMITED
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(K) & B & 2

()

ERETENRENTIEE  AEET 2
BARTERESEENER - ATHERE
EEREEEEERE  BEKEHER
RITAXEE MmEAR RREEEER
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ff o

ERBEIDEAFBEI TE  ATTERESF
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FORIMTEZES  BUETHBETZ
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EERBREEBAERSIMRATAFRRSY
FAEBITHUBETMBRWELHA A
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RANEEAEE  FERRSE  BiE
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ATHAEABERAREEABRALEN
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Fr i IR B ABUE B R B2 - (E E R R IR
BRAGERALE=ZEDNFAEREET A
B 1R 4 e R AR T ORL R o

(K) Risk Management

()

The Group manages various types of risks mainly through the
Bank under the delegation and close supervision of the Board.
The Risk Management Group of the Bank which is entrusted with
the responsibilities, consists of group credit, inter-bank credit,
market risk, operational risk, risk asset management and policy &
portfolio risk management functions. The Group continually
modifies and enhances its risk management policies and systems
to reflect changes in markets, products, best practice and
regulatory requirements.

In mid 2006, the Bank segregated operational risk as a distinct
category of risk under Risk Management Group's direct
management; following that, an operational risk management
team staffed with experienced personnel was formed, and the
operational risk framework and policies were finalized in the first
half of 2007.

The Bank successfully reengineered the core banking system for
calculation of capital charges under Standardized Approach of
Basel Il in September 2006. A working committee has also been
formed in the second quarter of 2007 for the further
implementation of the New Accord requirements under Pillar Il
("Supervisory Review") and Pillar lll (“Market Discipline”).

The Group 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.
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(K) Risk Management (cont'd)

()

(i)

Credit risk management (cont'd)

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 product, industry and geography to manage
concentration risk.

Liquidity risk management

It is the Bank’s policy to exercise prudence in its funding and
liquidity management. The Bank has a Liquidity Management
Policy which needs to be strictly followed. The Policy covers the
important aspects of the Bank's liquidity management. The Bank
is committed to apply the best market practices in liquidity
management by adopting the guidelines and recommendations
of the HKMA. The structure of this Policy conforms to the “LM-1
Liquidity Risk Management” issued by the HKMA in 2004. The
Policy applies to CKWB and its overseas branches and subsidiaries.
The Bank expects all business units to contribute to the success
of managing liquidity under normal and contingency situations by
maintaining a rapport with depositors, customers, interbank
counterparties, related companies and HKMA.

A high liquidity ratio was always maintained, and stress tests
were performed regularly to ensure that the Bank could handle
sudden drains in market liquidity due to adverse or unexpected
economic events. In 2007, the Bank's average liquidity ratio was
40.75% (2006: 40.35%). The Bank holds a portfolio of high-
grade securities with short maturities which can generate liquidity
if necessary either through the re-purchase arrangements or out-
right selling in the secondary market. It is also active in wholesale
funding through the issuances of one-year Hong Kong dollar
certificates of deposit (“CDs") so as to secure a stable source of
funding. Up till 30 June 2007, a total of HK$3.68 billion was
raised through several successful CD issuances.
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(K) Risk Management (cont'd)

(i)

Liquidity risk management (cont'd)
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(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.
positions and long term strategic businesses inherit market risk

The Bank’s short term trading

exposure.

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 or members. The hierarchy is
composed of limits at 3 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.
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(K) Risk Management (cont'd)

(iii) Market risk management (cont'd)

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

The Bank measures the overall market risk of its trading book in
terms of Value-at-Risk (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$3,187,527 and
HK$517,947 during the first half-year of 2006 and 2007,
respectively.

The Bank also implemented stress testing for its trading portfolio
to assess the potential adverse effects under the “stressed”
conditions. Two types of stressed scenarios are adopted: historical
and hypothetical scenarios. Historical scenarios are “stressed
conditions” which happened in the past, including the Asian Crisis
in 1997, the LTCM event in 1998 and the Terror Attacks in 2001.
Hypothetical scenarios are developed in view of the key risk factors
affecting the trading portfolio. Examples of hypothetical scenarios
are a parallel yield curve shift by 200 basis points, steepening and
flattening of yield curve, HKD strengthening against USD by 10%
and G7 Currencies appreciating against USD by 10%.

For the half-year ended 30 June 2007, the average daily mark-to-
market revenue from the Bank’s trading portfolio and fund
investments was a gain of HK$2,147,928. The standard deviation
of the daily revenue was HK$2,388,216. The graph below shows
a histogram of the Bank’s daily mark-to-market revenue for the
half-year ended 30 June 2007.
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Risk Management (cont'a)
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(iv)

From the graph above, the maximum daily mark-to-market gain
was HK$7,878,856 and the maximum daily mark-to-market loss
was HK$7,357,346. Out of the 123 trading days for the period,
there were 105 days with mark-to-market gains and 18 days with
mark-to-market losses. The most frequent range of daily mark-
to-market HK$1,000,000
HK$1,500,000, with the highest occurrence of 17 days.

revenue was between and

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 (A) above,
the Bank's capital adequacy ratio and core capital adequacy ratio
were 15.29% and 8.76% respectively as at 30 June 2007. 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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(K)
(v)

(vi)

(vii)

Risk Management (cont'a)

Foreign currency risk management

The Bank’s foreign exchange risk stems from foreign exchange
positions, commercial dealings, investments in foreign currency
securities and operations of the Bank and its overseas branches
and subsidiaries. Foreign exchange positions of the Bank are
subject to exposure limits approved by ALCO. For the half-year
ended 30 June 2007, the Bank’s average daily trading profit and
loss from foreign exchange positions was a profit of HK$34,027

with a standard deviation of HK$135,875.

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 risks and risks from 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). The Bank has also adopted hedge
accounting principles, under which the fair value changes of the
AFS/NTL securities and the corresponding hedging derivative
instruments are offset with each other. For the half-year ended
30 June 2007, the Bank’s average daily trading profit and loss
from interest rate positions was a loss of HK$40,108 with a
standard deviation HK$248,342.

Other trading and investment activities

The Bank has invested part of its excess liquidity into external
funds to enhance its return. For the half-year ended 30 June
2007, the average daily revenue from these funds was a gain of

HK$2,154,008 with a standard deviation of HK$2,343,939.

The Bank's derivatives transactions mainly include interest rate
and foreign exchange swaps, futures, forwards and options.
Derivative trading activities stem from customer transactions as
well as the Bank’s own position taking and hedging. Option
derivative transactions mainly come from customers’ demands for
structured products.
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(K) Risk Management (cont'd)

(viii) Operational risk management

The Bank's Board of Directors, through the establishment of the
CRMC:

- recognizes the major aspects of the Bank’s operational risks
as a distinct risk category that should be managed;

- approves and periodically reviews the Bank’s operational
risk management framework; and

- ensures that the Bank’s senior management is taking the
necessary steps to implement the operational risk
management policies, processes and procedures.

The Bank'’s senior management, through the establishment of the
Operations & Control Committee (“OCC"):

- implements the operational risk management framework
approved by the CRMC;

- defines the Bank’s organizational structure for operational
risk management;

- assigns authority, responsibility and reporting relationships
to encourage and maintain accountability; and

- ensures that sufficient human and technical resources are
devoted to operational risk management.

The Risk Management Group has established the Operational Risk
Management Section:

- to coordinate operational risk management activities across
the Bank and to manage these risks as an independent,
centralized function, including the approval of operational
risk and control limits under authorities delegated by the
OCC where necessary;

- to set bank-wide policies and procedures in relation to
operational risk management and control; and

- to ensure adequacy of design and implementation of

operational risk assessment methodology tool and reporting
system within individual business lines and functional units.
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(K) Risk Management (cont'd)

(viii) Operational risk management (cont'd)

(ix)

The Bank currently manages its operational risks through a number
of ways:

- Operations and technology policies 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 rumours or other reasons.

Legal risk management

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 and to implement necessary change. Policies
and procedures, incorporated with relevant legal and regulatory
requirements, are set and regularly reviewed. These policies and
procedures are promulgated through internal communications and
trainings. There is a strong process in place to ensure legal risk is
under control. Any significant failings are reported by the legal
and compliance function to the Bank’s Audit Committee and senior
management.

Our Legal and Compliance Department (“LCD") has been a key
partner in the business, providing legal and compliance advice
and support to all parts of the Bank. In the first half of 2007,
LCD was actively involved in launching new products and new
business, strategically important transactions and commercial
agreements, outsourcing arrangement as well as day-to-day
matters arising from the business that is diverse both
geographically and in scope. In the second half of 2007, we will
continue to support LCD as a critical mission-important function
of the Bank.
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(K) Risk Management (cont'd)

(x)

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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Review report to the Board of Directors of
CITIC Ka Wah Bank Limited

Introduction

We have reviewed the interim financial report set out on pages 3 to 40
which comprise the balance sheet of CITIC Ka Wah Bank Limited as of
30 June 2007 and the related statements of income, and changes in
equity and condensed statement of cash flows for the six month period
then ended and explanatory notes. The directors are responsible for
the preparation and presentation of the interim financial report in
accordance with Hong Kong Accounting Standard 34 “Interim financial
reporting” issued by the Hong Kong Institute of Certified Public
Accountants.

Our responsibility is to form a 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.

Scope of Review

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

Conclusion

Based on our review, nothing has come to our attention that causes us
to believe that the interim financial report as at 30 June 2007 is not
prepared, in all material respects, in accordance with Hong Kong
Accounting Standard 34 “Interim financial reporting”.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

23 August 2007
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Operating Environment

Hong Kong's banking industry thrived during the first half of
2007, benefiting from the continued economic growth in Hong
Kong and Mainland China, a benign credit environment, and
the zealous investment sentiment fuelled by a buoyant stock
market. However, the sharp uptrend in the Hong Kong Interbank
Offered Rate (“HIBOR") during the period cast an overhang in
the operating environment of banks, as it continuously narrowed

the gap between the Prime Lending Rate (“Prime”) and HIBOR.

Guided by clear business strategies and resolve, all of CITIC Ka
Wah Bank Limited’s (the “Bank”) core businesses reported
outstanding performances in the first half of the year. More
importantly, strengthened collaboration between the Bank and
China CITIC Bank Corporation Limited (“CNCB") to complement
each other’s strengths has resulted in a notable increase in
wholesale banking deals that were jointly participated by the
two banks, scoring encouraging early successes in efforts to

build an international banking business under the CITIC brand.

Having built solid platforms and achieved sustained performances
for all its business lines, the Bank is now prepared to enter a
new era of growth, with expansion into new markets and product
areas by leveraging synergies and opportunities to be created

through its strategic partnership with BBVA.
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Business Performance

Earnings

The Bank reported satisfactory performances across all its
business lines for the first half of 2007. Net interest income
and non-interest income rose by 25.2% and 35.5% respectively
compared to the same period last year. As a result, the Bank
recorded a significant 45.1% rise in operating profit before
impairment allowances to HK$696 million. With the credit cycle
normalising, the Bank’s charge in impairment allowances rose
to HK$43 million in the first half of 2007 from HK$13 million in
the corresponding period last year. After taking other items
into account, the Bank reported a 47.8% year-on-year increase

in profit attributable to shareholders to HK$539 million.

Net interest income

The Bank’s net interest income rose by 25.2% to HK$616 million
in the first half of 2007. After adjusting for the funding cost of
its fund investments, its net interest margin stood at 1.86%, up
10 basis points year-on-year, compared to a 18 basis point

contraction in the Prime-HIBOR spread during the same period.

The growth in net interest income was primarily due to a
significant increase in interest income from the Bank’s expanded
loan portfolio. Meanwhile, the Bank’s strategy since last year
to run down its held-to-maturity fixed income investment
portfolio also had a positive impact on improving its net interest
income; the size of this portfolio on 30 June 2007 has already

fallen to HK$7,966 million.
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Non-interest income

For the first half of 2007, the Bank continued to deliver an
outstanding 35.5% year-on-year growth in non-interest income
to HK$672 million. The main drivers for this growth were a
77.7% increase in gross income from fund investments, over
70% increase in wealth management-related income, in
particular from the sales of unit trust, structured products and
bancassurance, and a 48.4% increase in corporate loans related
fees. The share of non-interest income in its operating income

rose to 52.2% from 50.2% for the same period last year.

Operating expenses

The rapidly developing financial services industry in Hong Kong
and China has created a tremendous demand on professional
talents. This is in turn posing a serious staff turnover challenge
for the banking industry as a whole. In order to attract and
retain high quality professionals and management talents, both
to maintain the quality of its business and to start investing
resources to prepare for its development into a regional bank,
the Bank's staff costs increased by 27.2% during the period.
Although this has pushed operating expenses up by 16.5%, the
Bank’s significant increase in operating income helped to reduce
its cost-to-income ratio from 51.5% in the first half of 2006 to

46.0% in the current period.
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Impairment allowances

The Bank lends conservatively and strives to continually improve
its asset quality. For the first half of 2007, the charge in its
individually assessed loans fell 22.1% to HK$55 million, while
bad debts recovered increased by 20.1% to HK$26 million.
However, with the gradual normalisation of the credit cycle, the
Bank reported a HK$14 million charge in its collectively assessed
loans. As a result, the Bank recorded HK$43 million in net
impairment losses charged on loans and advances for the first half
of 2007. Including impairment losses on other assets, the Bank
registered a HK$72 million net charge in impairment losses,

compared to a net charge of HK$13 million for the first half of

2006.

Asset Quality

Asset, loan and deposit sizes

For the first half of 2007, the Bank’s total assets were HK$103.8
billion, representing a 15.7% increase over 2006 year-end. Total
loans rose significantly by 20.0% from 2006 year-end to HK$61.4
billion, driven mainly by a rise in lending to securities brokerages
for IPO financing, loans for use outside Hong Kong, and
manufacturing sector related loans. Total deposits grew by 12.8%

from 2006 year-end to HK$82.6 billion.

Asset quality indicators

The Bank made improvements in several asset quality indicators
during the period. As at end-June 2007, its impaired loans
ratio fell from 1.67% at 2006 year-end to 1.45%. Its coverage
ratio expanded from 98.0% at 2006 year-end to 99.6%.
Meanwhile, its mortgage delinquency ratio fell further from

0.14% to 0.11%.
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The improvement in the Bank’s financial strength was also
recognised by the market. In May 2007, Moody’s Investors
Service upgraded the Bank’s credit rating from “Baa2” to
“Baal”. In August 2007, FITCH affirmed the Bank's credit rating

at “BBB+" and revised its outlook from “stable” to “positive”.

Financial Position

As at end-June 2007, the Bank’s capital adequacy ratio was

15.3%. Its average liquidity ratio was 40.8%. Its loans to

K T743%  EFREHEELENEER 59.2% ° deposits ratio was 74.3% and its loans to total assets ratio was
59.2%.
FTEHGBLER
Key Financial Ratios
—EELHF —TERF
AA=+H +ZA=+—H
30 June 31 December
2007 2006
BT R & Capital adequacy’ 15.3% 16.7%
FEERFT R E Core capital adequacy 8.8% 9.3%
FHREBE R E Average liquidity 40.8% 40.4%
BEfFkt % Loans to deposits 74.3% 69.9%
EREEEMRELLE Loans to total assets 59.2% 57.1%
EE R & Impaired loans 1.45% 1.67%
BEX Coverage? 99.6% 98.0%
ERXEEEEX Loan loss coverage 39.3% 38.9%
RERMEEEEEX Collective assessment coverage 0.42% 0.49%
A 3 AR A 4R B B bE K Mainland loans to total customer advances 13.2% 13.2%
1 2006 FRKAEELRFTRLLE - 1 2006 CAR on an adjusted basis.
2 St 5K 2 5 181 51 5T A9 4 ORI B R R 2 A 2 Calculated by dividing the sum of individually assessed impairment

B AR EE A -

allowances and collateral of impaired loans by the gross impaired loans.
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Business Development

Retail Banking Group ("RBG")

RBG achieved outstanding results despite fierce market
competition, thanks to the successful launch of its uniquely

positioned wealth management platform.

Since its official launch in March 2006, CITICfirst wealth
management service has established a base of over 8,000
customers and has attracted total assets under management
amounting to HK$28 billion. The Bank’s wealth management
fee income grew substantially by over 70% in the first half of
2007, of which investment and bancassurance fee income surged
77.7% and 70.1% respectively on a year-on-year basis. The
Bank attributed the outstanding performance of its wealth
management business to its ability to provide timely and value-
added solutions that are tailored to the specific needs of its
customers. Indeed, of the 280 wealth management related
products launched by RBG in the first half of the year, 102 were

private placement offerings.

Other RBG business lines also reported satisfactory performances.
Although the Bank did not match the mortgage rate-cutting
competition by its peers, the outstanding balance of its mortgage
portfolio as at 30 June 2007 grew by 14.0% year-on-year. This
was achieved through the offer of a diversified range of mortgage
solutions and other value-added services. Meanwhile, loans
related to small- and medium-sized enterprise business also grew

by 69.2% year-on-year.
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Wholesale Banking Group (“WBG")

Firmly guided by its mission to provide value-added solutions to
customers and to position the Bank as a solutions bank, WBG
was able to maintain the strong growth momentum in all its
business lines. For the first half of 2007, not only did it achieve
a loan growth of 32% compared to 2006 year-end, its operating
profit after impairment allowances also rose by nearly 28%

compared to the same period last year.

From a customer solution perspective, its core Centre of
Excellence, the syndication and structured finance business
doubled its revenue year-on-year for the first half of 2007. Cross-
selling of solutions with the Treasury and Markets Group also

increased notably.

From a client segment perspective, its Commercial Real Estate
and Project Finance Department delivered an outstanding growth
in operating profit of nearly 36% compared to the same period
last year. Its Commercial Banking Department also performed
well with an increase in trade loans by over 20%. Another
business focus for WBG this year is to restructure and develop
its International Banking and Financial Institutions Department.
The department met expectations by delivering over three times

growth in operating profit for the first half of 2007.
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Meanwhile, WBG also works closely with the China Banking
Division to implement the Global Account Management/Field
Account Management operating model when working with
CNCB, so as to jointly deliver one-stop cross-border value-added
financial solutions to customers. This will form the groundwork
for building the tripartite collaboration model between the Bank,
CNCB and BBVA, and will become the foundation for developing

a regional commercial banking franchise in Asia.

China Banking

The China Banking Division reported satisfactory progress by its
New Initiatives Office which was established last year to promote
cross-border co-operation and business referrals among the Bank
and CNCB and other CITIC Group subsidiaries. In the first half
of 2007, the New Initiatives Office successfully referred over
HK$3.1 billion in approved facilities; another area that saw strong
developments was cross-referrals in treasury-related businesses
between CNCB and the Bank.

Separately, the Bank’s wholly-owned subsidiary, China
International Finance Company Limited (Shenzhen) (“CIFC"),
received formal approval from the China Banking Regulatory
Commission on 11 May 2007 to prepare for its restructuring to
establish a foreign-invested locally-incorporated bank in the
Mainland. The new bank will be named CITIC Ka Wah Bank
(China) Limited (“CKWB China”) and will be headquartered in
Shenzhen, it will also set up a Shanghai branch and a Beijing
branch in accordance with China’s current laws and regulations.
The Bank will retain its existing Shanghai branch under its foreign
bank licence to operate its foreign currency wholesale banking
business. CKWB China is expected to officially commence
business within 2007, and will create more flexibility for future
collaboration with CNCB and BBVA in the future.
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Treasury and Markets Group (“TMG")

TMG's efforts to develop its client-driven business delivered
excellent results during the period. In the first half of 2007,
TMG continued to broaden its structured product distribution
channels by deepening its co-operation with RBG and WBG.
TMG launched a total of six structured products during the
period, including a three-month Euro-linked deposit in the
Mainland market. Meanwhile, selling of treasury-related products
targeted at WBG customers generated an increase of over four

times in related fee income compared to the same period last year.

Separately in the area of fund investments, albeit a generally
positive investment environment in the first half of the year, the
market grew wary towards the mid-year as the US sub-prime
mortgage crisis worsened. The Bank's fund investments portfolio
operates under a strict and prudent risk management framework
that stipulates selection of fund managers with outstanding credit
rating, risk management and performance track record. As such,
it was not impacted by these market developments. On 30
June 2007, the size of the Bank’s fund investments portfolio
was maintained at approximately HK$5.6 billion, annualised gross
return achieved was approximately 8.6%, generating an 88.1%
increase in gross income compared to the same period last year,
and representing an important contribution to the Bank’s

non-interest income.

T FEFRERE  INTERIM REPORT 2007

71



72

THEIRSE
Report of Chief Executive Officer

AIR_ZEELFREFBEEEXHIEEE
EERRE STHABLEOCERERE FNFM
Bt e RTER_FZZTFEASATBREE

FlEEEAKTEEREEE  KRRE/ME
BEBRERANETERECKXER  BAKASE
ERmBERKFEREINSNEEREERE
BRIT ©

BESN - RITREARNE R B EE SR E BE R
[—ZERFEBIAER  FENRREE
FE]  VSABIBABEGSER [ — T RF4ED
TEERAE-REIREEFNFEREL

\

ThRGBE I BHRARBE R -
BR & Z
FEEARTTI AR,

&% —EFLFNAA-T=A

FiEEERITAR AR CITIC KA WAH BANK LIMITED

Awards

The Bank received the Silver Award in the 2007 Hong Kong
Management Association Quality Award in recognition of its
outstanding achievement in Quality Management. The Bank
adopted the all-rounded and comprehensive Malcolm Baldrige
Management Model since 2000 in driving total quality
management. It is the Bank’'s intention to further elevate and
implement its quality management practices in its pursuit to
become the best PRC Asian regional bank, with the best

international standards and capabilities.

Other awards received by the Bank during the period included
the Productivity and Quality Certificate of Merit in the Hong
Kong Awards for Industries 2006 bestowed by the Hong Kong
Productivity Council, the “2006 Outstanding Retail Sales Volume
— Silver Prize” awarded by VISA International, and the “Caring
Company Logo” awarded by the Hong Kong Council of Social

Service for the fourth consecutive year.

Chan Hui Dor Lam Doreen

President and Chief Executive Officer

Hong Kong, 23 August 2007
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