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CITIC Ka Wah Bank Limited

hEBBRTARAT ([REEE] % A7)
APEERSRERARAF (HEEL])
2EWBRAR RZZEENEFENA=+—1"
hEEEEARSAPEESES 2 ETE
MRS -
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BEBE  BUEERNMBEREERBET D
BHEFPHENGHFH KT KREARSER
KFERBANEP [ERFERT] -

RITEHRBHATE  BEEBEN_TLHEHD
7 RPIDITARRK AT M e PSR ERT
(hB) BERAR ([FERE (FE)])  FE5:
E (PE) BATEERE - AR 95
TR £/ R Ab R o AN - RITW R K BO%
EHRBRB BT - BEBIRER T AT [Baa2]
MEEA - MEEEKRRIFA [BBB+]  ATS
BIER]  ATR _ZETLFEEBEEER
HeREBREGERRRE SEHEBL X
IR RS HAEE o

CITIC Ka Wah Bank Limited (“CKWB" or the “Bank”) is a wholly-
owned subsidiary of CITIC International Financial Holdings Limited,
which in turn is 55%-owned by CITIC Group as at 31 August
2008.

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 “China Bank of Choice”, with the best international
standards and capabilities.

The Bank’s footprint in Greater China includes 27 branches in
Hong Kong, a branch in Macau, and its PRC-incorporated wholly-
owned subsidiary, CITIC Ka Wah Bank (China) Limited, which is
headquartered in Shenzhen with branches in Shanghai and Beijing.
The Bank also has overseas branches in New York and Los Angeles.
The Bank is rated “Baa2” by Moody's Investors Service and"“BBB+"
with positive outlook by FITCH. In recognition of its outstanding
achievement in Quality Management, the Bank received the Silver
Award in the 2007 Hong Kong Management Association Quality
Award.
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Consolidated Income Statement
BE-EENEXRAZTHLEARNER - REERZ (LUBEAEN)

For the six months ended 30 June 2008 — Unaudited (Expressed in Hong Kong dollars)

REZERTARRAR (A7) EEFMAEMAE
TREMBAR (5K [AEE]) BE-_TTN\FAX
A=1TREXNEARREZNERAFERAEERZ
EIE’]WEH)&?R&EEEF%Z? A I 5 IR & =R
BT FEERRE BN SRR R AMR
2o AhHPBIRENREER - HEHEFA S
B ERPT - RIBBRR ST A EMBEME (EBEMN
TEAERN) 24105 [ B2 2 BAD L o I (5 5. 8

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 2008 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 2007 audited accounts.
The interim financial report is unaudited, but has been reviewed by KPMG,
in accordance with Hong Kong Standards on Review Engagements 2410

EZH]ETEN MEEABITINEMNREE TER “Review of interim financial information performed by the independent
%668 ° auditor of the entity” issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA™), whose unmodified review report is included on
page 66.
BEXNA=THLEXER
Six months ended 30 June
—EENFE —ZTTLHF
2008 2007
B 5E BT T BB
Note HK$’000 HK$'000
FEUA Interest income 2 2,063,077 2,346,553
FMBEXZH Interest expense (1,210,740) (1,730,307)
FERE WA Net interest income 852,337 616,246
ERARASBA Fee and commission income 445,996 391,680
BREMESH Fee and commission expense (9,172) (6,521)
FEARASKA Net fee and commission income 3 436,824 385,159
HIEBMEIRE T RS A8 RE Net loss and write-down on structured
investment vehicles (717,885) -
HiFRHHA Other net trading income 162,034 339,664
ﬁﬁ% (&51#8) WA Net trading (loss)/income 4 (555,851) 339,664
EERBIBIE AR Net expense from financial instruments
AABENSRITANFZE designated at fair value through profit or loss 5 (64,102) (76,805)
SEERETE Net hedging loss 6 (938) (79)
H A g A Other operating income 7 22,222 24,471
mEWA Operating income 690,492 1,288,656
BE Operating expenses 8 (634,979) (592,746)
HBRBEEB A 2 K& =T Operating profit before impairment 55,513 695,910
SRR B FORMERBIEERE () Impairment losses written back/
(charged for) on loans and advances 9 9,525 (42,541)
BHAE 2R EREEED # Impairment losses written back on
held-to-maturity investments - 188
A] it B E 5 R (B 1R ] Impairment losses written back on
available-for-sale securities 100 -
YERREREERE Impairment losses on property and equipment 20 - (30,068)
WEEBEEE (EE) Impairment losses written back/
(charged for) 9,625 (72,421)
HEMHEEFHFEF (BIE)  Net profit/(loss) on disposal of
available-for-sale securities 10 36,909 (141)

ZERRNFERHRRE
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Consolidated Income Statement
BE-ZZN\GEXRA=THLEAREA -REER (UBEHEN)

For the six months ended 30 June 2008 — Unaudited (Expressed in Hong Kong dollars)

BZEAA=1+HLAEA
Six months ended 30 June

—EENFE EZTLHF

2008 2007

B 5E BET T BT T

Note HK$’000 HK$'000

mEREF Operating profit 102,047 623,348
HEMEREET (BEB),#HF Net (loss)/profit on disposal of property

and equipment (982) 19,536

KEYEEH NS Revaluation gain on investment properties 28,112 5,497

i AT Profit before taxation 129,177 648,381

PEEE Income tax 1 (21,958) (109,605)

S HA R Profit for the period 107,219 538,776

AHEERNPEHRE Interim dividend declared during the period 12 - -

FE/EEFMEMMEBE AT M B HRE 50
The notes on pages 8 to 41 form part of this interim financial report.

hiEZERTAERAR CITIC KA WAH BANK LIMITED
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Consolidated Balance Sheet

REZBBNFAAZTH-REEL (UBRREN)
As at 30 June 2008 — Unaudited (Expressed in Hong Kong dollars)

—EENE ZTTLF
AA=+HE +ZA=+—H
As at As at
30 June 31 December
2008 2007
B e BETT BT T
Note HK$'000 HK$'000
&E Assets
e RERIT - FRBITR Cash and balances with banks, central banks

Hith & g g 417 and other financial institutions 13 1,290,076 1,502,875
ERIT - PRIBITR Placements with and advances to banks,

HM S pENFR BT central banks and other financial institutions 14 7,065,223 12,647,588
E5RE Trade bills 15 1,128,511 1,523,200
RHGABREE Trading assets 16 1,709,257 3,479,009
e TE ARSI Rt Securities designated at fair value

AR BENES through profit or loss 17 405,850 531,025
BEPFERRER Loans and advances to customers

R H A ERTE and other accounts 18 77,475,840 67,751,338
A EES Available-for-sale securities 19 19,761,887 22,125,403
LEISE Property and equipment 20

—REME — Investment property 175,742 238,380

— Hib ¥ RE&E — Other property and equipment 919,817 845,856
A] [o] W Fi T8 Tax recoverable 24 165,812 71,248
EIEFIBEE Deferred tax assets 24 74,055 67,155
BEEAH Total assets 110,172,070 110,783,077
EakaE Equity and liabilities
RITREMES REERN Deposits and balances of banks and

TERREETT other financial institutions 5,455,204 1,539,030
BEER Deposits from customers 21 78,820,210 84,018,313
RHBREE Trading liabilities 22 925,433 879,690
BBITERE Certificates of deposit issued 23 4,786,041 6,863,124
BBITEKES Debt securities issued 25 2,342,413 2,314,394
AEATIE Current taxation 24 12,517 6,760
RIEFHIBEAE Deferred tax liabilities 24 1,273 -
BEBHER Loan capital 26 3,924,513 3,926,390
Hip&fE Other liabilities 27 4,198,899 1,596,952
BERE Total liabilities 100,466,503 101,144,653
= Equity
fi% Share capital 5,583,341 5,583,341
G Reserves 28 4,122,226 4,055,083
BEARITRRN Total equity attributable to equity

RSB shareholders of the Bank 9,705,567 9,638,424
BERkAEEE Total equity and liabilities 110,172,070 110,783,077

F8EEFMEMMEE AT M HRE 500 ©
The notes on pages 8 to 41 form part of this interim financial report.
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Consolidated Statement Of Changes In Equity

BEZENERA=THLEANER - REEL (LUBBREN)

For the six months ended 30 June 2008 — Unaudited (Expressed in Hong Kong dollars)

BEAA=THLEAEA

Six months ended 30 June

—EEN\F ZETLF
2008 2007
Mz B¥Tr BT A%t BETrx
Note HK$’000 HK$'000 HK$'000 HK$'000
R1B1BEREE Total equity at 1 January 9,638,424 7,282,339
REZNEEER Net expense recognised
HEXH directly in equity:
ME N TIEEMERZ5 ¢ Exchange differences on translation of:
— BN TT R B A A - financial statements of overseas
Coliupr e branches and subsidiaries 28 15,952 6,768
EHEREME (ANBmEM  Release of revaluation surplus upon
WEEA) MERL disposal of investment properties
HH A (transferred from other premises
during the period) 28 - 6,011
HHEREYE (ATHAHEM  Release of revaluation surplus and
MEEA) MERKER deferred tax liabilities upon
Bep R IEEE disposal of investment properties
(transferred from other premises
in prior years) 28 277 -
BMETHEE1 A1 HELERIE Effect of decrease in tax rate on
BB deferred tax balance at 1 January 28 (784) -
A EES Available-for-sale securities
-~ AREENE — changes in fair value 28 (45,103) (26,466)
— BARREEIRLERIE - transferred from equity to
deferred tax 28 13,472 4,600
—HERHEREZER — transferred from equity to
income statement on disposal 28 (36,539) 182
(68,170) (21,684)
(52,725) (8,905)
HA R R Profit for the period 107,219 538,776
HACEINWMARZH#%E Total recognised income and
expense for the period 54,494 529,871
HRESRNWPFHRKRE Interim dividends declared
during the period 12 - -
ETELRZELEMN Movements in equity arising from
ERBE capital transactions:
AR EENRN RS Equity-settled share-based transactions 28 12,649 2,694
A6 H30R A Total equity at 30 June 9,705,567 7,814,904

F8EEFMEMMEE AT M HRE 500 ©
The notes on pages 8 to 41 form part of this interim financial report.

hiEZERTAERAR CITIC KA WAH BANK LIMITED



fBRGeSRERER
Condensed Consolidated Cash Flow Statement

BE-ZZN\FAAZ+THLEANER - REEXR (UIBBREN)
For the six months ended 30 June 2008 — Unaudited (Expressed in Hong Kong dollars)

BEAA=THLEAEA

Six months ended 30 June

—EEN\E ZEETLF
2008 2007
BT T BT T
HK$'000 HK$'000
(AR),/ REKEXBNRSHE Cash (used in)/generated from operations (2,776,764) 1,229,146
B mER Income tax paid (103,486) (3,467)
(AR, REELEBENRSTE Net cash (used in)/generated from
operating activities (2,880,250) 1,225,679
(AR),/ REBRE£BENRSTE Net cash (used in)/generated from
investing activities (17,969) 3,293
ARBEEBENESFE Net cash used in financing activities (214,250) (296,769)
BeRREZEER (BY) #INBEE  Net (decrease)/increase in cash and
cash equivalents (3,112,469) 932,203
R1B1BENBEESRESEEEAE Cash and cash equivalents at 1 January 10,339,283 12,031,995
MR6A30AMBREREASEHEER Cash and cash equivalents at 30 June 7,226,814 12,964,198

F8EEFMEMMEE AT M HRE 500 ©
The notes on pages 8 to 41 form part of this interim financial report.
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PHA R E MR - kg
Notes To The Interim Financial Report - Unaudited
(B %5 51 1 83 Ob -

(Expressed in Hong Kong dollars unless otherwise indicated)

AR RER)

(1) wRER

U H s E R T E R BB EF65E B ARK
ERHAMBEHZRBETEG D GEM
(ERGFTER) B345% [F P B RS R
EREMAK  TREZE2NABECMERR
(TeER]) mEMmE GRITE (RE) RAD &
WERHRE -

AP BERENEERATER_ZTTLFF
EHHREBROEFTECR

FeB BT ENE3ARFTIREEE T BB R
T EEERRHEIBRRNEAREERE
BHMEERAE FERFRARIHARES
TEHAET - b5 RRER - MBI AR TR
LA FEER -

AP BRERS T GREEVHRSE LMW
ARE - WEEEILER ST LFFREY
SENMHIRAREEEERNENEHNR
% o MRHFEPBRERA B EL T 2EK
REBBHMEENMRHEHNTERRAEE
FBOEZHEA -

AP BERENAEBRE_ZTZTLF+ A
=t HULEMBRFEENTHERL MERANE
EZMBERAEEMBIRE  EZFERE
REEENPBHRR BE-_TTLF+-A
=t HUEFRZDEEMBREANAITAG
M FRRIR - BURBMAR —EENF=A
“HERBHNREET  CHZREVBH®RE
FEARENER -

FERERITAMRAR CITIC KA WAH BANK LIMITED

%

(1) Basis of Preparation

The interim financial report together with the unaudited
supplementary financial information on pages 42 to 65 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") and has fully
complied with the Banking (Disclosure) Rules issued by the Hong

Kong Monetary Authority ("HKMA").

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2007 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 2007 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 financial information relating to the financial year ended 31
December 2007 that is included in the interim financial report as
being previously reported information does not constitute the Group’s
statutory financial statements for that financial year but is derived
from those financial statements. Statutory financial statements for
the year ended 31 December 2007 are available from the Bank’s
registered office. The independent auditors have expressed an
unqualified opinion on those financial statements in their report
dated 27 March 2008.
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Notes To The Interim Financial Report — Unaudited

(2) MEWKWA (2) Interest Income
BZEANA=1+HILAKEAR
Six months ended 30 June
—EENE T LHF
2008 2007
BETT T IT
HK$’000 HK$'000
LFHESE Listed securities 199,944 231,783
FE - TRE Unlisted securities 222,379 189,144
Hith Others 1,640,754 1,925,626
2,063,077 2,346,553
HE_TTZ N\FR-ZFTLFA=ZFTHLER All interest income and interest expenses included in the income
@A LAEFIERAMT BIWIEBRIEARE statement refer to those interest income on financial assets or interest
Bt AEEZRNSREENFNERAL SR E expenses on financial liabilities that are not at fair value through
BFEHRESZ L - profit or loss for the six months ended 30 June 2008 and 2007.
HE-_ZZT N\FAZ=Z+HLEREA  EM4F Included in the above is interest income accrued on impaired
BRABERESREENETFERASE financial assets of HK$1,570,000 (six months ended 30 June 2007:
1,570,000t (ZZEZE+FRA=THIEARE HK$16,436,000), which includes interest income on unwinding of
A : 5%16,436,0007T) + AP 2 BEERRE discount on loan impairment losses of HK$1,084,000 (six months
548 3738 B B M) I B U A B 5 1,084,0007T (= ended 30 June 2007: HK$906,000) for the six months ended 30
ZEZLFARNA=ZTHIEANEAR 906,000 June 2008.
JT) °

ZET)\FERHRSE  INTERIM REPORT 2008 9
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Notes To The Interim Financial Report — Unaudited

3) FEARASWA (3) Net Fee and Commission Income

BZEANA=1+HILAEAR
Six months ended 30 June

ZERENF —TTLF

2008 2007
BT T BETFT
HK$’000 HK$'000
ERERASBA - Fee and commission income:
ZEAe Bills commission 39,648 29,848
FEARMEBKA Cards related income 15,606 17,473
—MRIRTTARTS General banking services 28,183 24,605
IR Insurance 64,802 55,825
RERGEHBEREER Investment and structured investment products 113,508 111,537
B B NpEER Loans, overdrafts and facilities fees 183,733 151,960
Hfth Others 516 432
445,996 391,680
ERANBEE I H Fee and commission expense (9,172) (6,521)
436,824 385,159
He o Of which:
FEEANMASWA (T Net fee and commission income (other than the amounts
BEtEERA R 2 4£5) included in determining the effective interest rate)
BRI IERE AR EBEFTA relating to financial assets and liabilities not at fair
BaENemEENBAE - value through profit or loss:
—EBARASBA — Fee and commission income 199,339 169,433
—-BRAREAETH — Fee and commission expense (3,692) (2,106)
195,647 167,327

1 O FIERERITERAT CITIC KA WAH BANK LIMITED
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Notes To The Interim Financial Report — Unaudited

(4) FX5 (B1E) KA

(4) Net Trading (Loss)/Income

BEASA=THLAEA

Six months ended 30 June

—EENFE —TTLF

2008 2007

BT T BB T T

HK$’000 HK$'000

ERMRET B FEEBNMME  Net loss and write-down on structured investment vehicles (717,885) -

HAFRZHWA - Other net trading income:

BB NS TSR E 18 Gains less losses from dealing in foreign currencies 90,365 62,917

EERXFHEEBFWERREE  Gains less losses from trading securities (25,099) 151,842

BB HEZEUREERE R Gains less losses from other dealing activities 90,261 22,913
RHAREEREWA Interest income on trading assets

-k — Listed 30 12,746

—3EEm — Unlisted 6,477 73,545

TR GALELEREW A Dividend income from unlisted trading securities - 15,701

162,034 339,664

(555,851) 339,664

AEERFEBEERETANKERANHAHRL
HR

L Lfﬁfﬁﬁﬁ}(@ﬁi
717,885,0007C ©

FEBRMELEE

The Group recorded a net loss and write-down on structured
investment vehicles of approximately HK$717,885,000 during
the period, which represented the changes in fair value of the

investments.
(5) EEABBBRURRAAE (5) Net Expense from Financial Instruments
= Norg . . .
ENEMIANEXH Designated at Fair Value Through Profit
or Loss
BEXA=+HLEAEA
Six months ended 30 June
—EENF —ETLF
2008 2007
BET T BB T
HK$’000 HK$'000
HETIE Net loss (22,882) (20,180)
B YA Interest income
— kW — Listed 2,485 14,622
—JEET — Unlisted 8,400 6,078
B8 Interest expense (52,105) (77,325)
(64,102) (76,805)

ZET)\FEFRHRSE  INTERIM REPORT 2008 1 1
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PR EMTE - REEX

Notes To The Interim Financial Report — Unaudited

(6) FHHEHE (6) Net Hedging Loss
BEAA=ZTHLKEAR
Six months ended 30 June
ZEENFE _TTLHF
2008 2007
BT BT
HK$’000 HK$'000
NABEEITERE Fair value hedge loss (938) (79)
(7) Hb&&E WA (7) Other Operating Income

BZEAA=THLEAXEA
Six months ended 30 June

—EENF —TTLF

2008 2007
BT T BT T
HK$°000 HK$°000

A EE SR ERA
— L

Dividend income from available-for-sale securities
— Unlisted 3,060 2,960

BEMERSWAREES Y  Rental income from investment
P& #41,0007T properties less direct outgoings of
ZETEFAA=+HIE HK$41,000 (six months ended
NER - ) 30 June 2007: HK$Nil) 2,997 2,390
Hth Others 16,165 19,121
22,222 24,471

FERERITAMRAR CITIC KA WAH BANK LIMITED
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Notes To The Interim Financial Report — Unaudited

(8) MeEXH

(8) Operating Expenses

BEAA=THLAEA

Six months ended 30 June

—BEENFE —ZTT+F
2008 2007
BT T BT T
HK$’000 HK$'000
(a) BIHEA (a) Staff costs
e MEME TR A Salaries and other staff costs 356,260 342,784
BIRE A Retirement costs 22,271 19,895
VARRRE(E 1 89 32 Share-based payment expenses
— IR E R AR D 2 H — Equity-settled share-based payment expenses
(Bf5E28) (note 28) 12,649 2,694
— URSENHRMNZH — Cash-settled share-based payment expenses 4,997 8,690
396,177 374,063
(b) #E (b) Depreciation
MERBEITE Depreciation of property and equipment
- REGEHERENEE — Assets held for use under operating leases 906 7,618
—HEiEE — Other assets 35,925 39,329
36,831 46,947
(o) HitgxZH (c) Other operating expenses
L EYSE L Property and equipment expenses,
(TEEFE) excluding depreciation
—EHEE — Rental of property 42,606 37,588
— HEi — Others 39,120 33,659
ZEREM BN & Auditors’ remuneration 2,138 2,382
= Advertising 18,083 14,952
WAE - HRIREAS Communication, printing and stationery 32,274 28,697
FREREEER Legal and professional fee 13,812 6,084
Hith Others 53,938 48,374
201,971 171,736
e HEE Total operating expenses 634,979 592,746

HGET HRRRELERESNOARE
EANEEXH 2 ARBHEHEL LEE
2,290,000 (ZEZ+FXA=Z+HIEAE
A+ A¥982,0000r) REMEERESZH (B
FEWEMS) B140,230,0005T (ZZTZLF X

(including property rentals).

A=+H81X@A : B#35,207,0007T) °

ZERRNFERHRRE

Included in other operating expenses are minimum lease payment
under operating leases of HK$2,290,000 (six months ended 30 June
2007: HK$982,000) for hire of equipment and HK$40,230,000 (six
months ended 30 June 2007: HK$35,207,000) for hire of other assets

INTERIM REPORT 2008
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PR EMTE - REEX

Notes To The Interim Financial Report — Unaudited

(9) EXRRBIFBESERE (9) Impairment Losses Written Back/
(%) (Charged For) on Loans and Advances

BZEANA=1+HLAEAR
Six months ended 30 June

ZBENF CETtHHF

2008 2007
BT T BT
HK$'000 HK$'000
&R FT 14 22 Individual assessment charged for
— HRR — Additions (83,565) (58,216)
— & - Releases 6,189 2,019
— e &% — Recoveries 44,612 21,298
(32,764) (34,899)
RARHEEE S (CEE) Collective assessment written back/(charged for) 42,289 (7,642)
9,525 (42,541)
(10) HETHBEERFFRAN (10) Net Profit/(Loss) on Disposal of
(E8) Available-for-sale Securities

BEAA=TRHLEAEA

Six months ended 30 June

ZEBENF _TTLHF

2008 2007
BT T EEETIT
HK$’000 HK$'000

R EEANFEGRE Net revaluation gain/(loss) transferred from reserves
(B18) (FF3E28) (note 28) 36,539 (182)
IS BAEE A 895 5 A Net profit arising in current period 370 41
36,909 (141)

FERERITAMRAR CITIC KA WAH BANK LIMITED
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Notes To The Interim Financial Report — Unaudited

(M) GEWBRFIRWATEH (11) Income Tax in the Consolidated Income
Statement

BEAA=THLEAEA

Six months ended 30 June
—EENE —ZTLHF

2008 2007
BT T BT T
HK$'000 HK$'000
AEBIIE — BEERBH Current tax — Hong Kong Profits Tax
BRI e Provision for the period 2,934 107,070
B FERIEEE R B Over-provision in respect of prior years (584) -
2,350 107,070
AEAFBLIE — B HMBLIE Current tax — Overseas
HAZEE Provision for the period 11,688 3,888
BEFEHRBEEGHE Under-provision in respect of prior years 582 -
12,270 3,888
ELEBLE Deferred tax
TR EEEEREE Origination and reversal of temporary differences
(Ffi3E24(b)) (note 24(b)) 4,234 (1,353)
FRET N A1 HELERE Effect of decrease in tax rate on
#HEEZ FZ (K13E24(b)) deferred tax balance at 1 January (note 24(b)) 3,104 -
7,338 (1,353)
21,958 109,605
5 )15 50 0 TE LA HA 7 1 BT R SR Sk iR B R The provision of Hong Kong Profits Tax is calculated at 16.5% (six
16.5% # 8 (BEZTTLFA=1THIEN months ended 30 June 2007: 17.5%) of the estimated assessable
A 17.5%) « BINDITRHEB AR HFHIBA profits for the period. Taxation for branches and subsidiaries outside
RBHEBERNBEERITH IR EH - Hong Kong is charged at the appropriate current rates of taxation

ruling in the relevant countries.

(1) RE (12) Dividends
BERA=THLXEA
Six months ended 30 June
—BEENF ZZTTLHF
2008 2007
BT BT
HK$’000 HK$'000
B 5k R AT T ERR R Interim dividend declared and paid = -

ZET)\FEFHRSE  INTERIM REPORT 2008 1 5
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(B)RERERT > PREBITR (13) Cash and Balances with Banks, Central
Htt o mBEMEF Banks and Other Financial Institutions
—EENF —ETLF
NA=tHE +=-—A=+—H
As at As at
30 June 31 December
2008 2007
BETT BT T
HK$’000 HK$'000
B Cash in hand 152,587 159,200
ERITHETF Balances with banks 1,027,335 1,251,023
ERRIBITHETF Balances with central banks 89,418 76,579
EHM S MEENET Balances with other financial institutions 20,736 16,073
1,290,076 1,502,875

(14) E4R1T - HREBTREMER (14) Placements with and Advances to Banks,
KENERRBR Central Banks and Other Financial
Institutions

—EENE —ETLF
NA=+H +=-A=+—H
As at As at
30 June 31 December
2008 2007
BET T BT T
HK$’000 HK$'000
TERITHTER Placement with banks 1,769,917 9,893,443
TEERITHIRAER Advances to banks 5,276,587 2,511,607
mEMIRITEWN T HIEE Items in the course of collection from other banks 18,719 242,538
7,065,223 12,647,588

F| A Maturing
—1EAA — Within one month 1,859,273 9,552,993
—1MEAE1FA - Between one month and one year 1,796,921 582,988
— 1514 — After one year 3,409,029 2,511,607
7,065,223 12,647,588

1 6 FERERITAMRAR CITIC KA WAH BANK LIMITED
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(B EZEE (15) Trade Bills
—EEN\F :Ez?ti
ANA=tH +ZA=+—
As at As at
30 June 31 December
2008 2007
BT T BT T
HK$'000 HK$'000
B5Eg M Gross trade bills 1,128,552 1,523,243
(B Impairment allowances
— A - Collectively assessed (41) (43)
1,128,511 1,523,200
(16) XS AREE (16) Trading Assets
—EENE e
RNRA=+H +ZA=+—H
As at As at
30 June 31 December
2008 2007
BET T BT T
HK$’000 HK$'000
BEEH Debt securities 671,560 1,335,609
TR AT 5 Equity securities 3,572 5,612
KEES Investment funds 8,831 1,238,246
RE5REFES Trading securities 683,963 2,579,467
PTETEMEAREE Positive fair values of derivatives
(FF7E31(b)) (note 31(b)) 1,025,294 899,542
1,709,257 3,479,009
BTHEOT . Issued by:
BT 4% Sovereigns 901 898
NERE Public sector entities 3,308 2,355
RITNH M REE Banks and other financial institutions 667,351 628,054
% Corporate entities 12,403 1,948,160
683,963 2,579,467
RETHBE DM Analysed by place of listing:
REB L™ Listed in Hong Kong 1,604 1,095
REBLAIME 1 Listed outside Hong Kong 3,572 200,165
5,176 201,260
FE Unlisted 678,787 2,378,207
683,963 2,579,467

ZERRNFERHRRE

INTERIM REPORT 2008
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Notes To The Interim Financial Report — Unaudited

(17)EEABBERURBRA AR (17) Securities Designated at Fair Value
BENES Through Profit or Loss
—EENE ZTTLF
AA=+R +=A=+-A
As at As at
30 June 31 December
2008 2007
BET T BT T
HK$’000 HK$'000
BEEES Debt securities 405,850 531,025
BATHBNT ¢ Issued by:
RIT R EH M & R E Banks and other financial institutions 142,522 134,422
T Corporate entities 263,328 396,603
405,850 531,025
RETHBEDHT Analysed by place of listing:
REBAIMDE T Listed outside Hong Kong 82,147 82,844
JE LT Unlisted 323,703 448,181
405,850 531,025
(18) EFEFRBR KR HEMERIE (18) Loans and Advances to Customers and
Other Accounts
(a) EFERRBIRHthBRERREESE (a) Loans and advances to customers and other accounts less
impairment allowances
—EBENEF e
AA=+tH +ZA=+—H
As at As at
30 June 31 December
2008 2007
BET T BT T
HK$’000 HK$'000
BEEER MBI Gross loans and advances 75,424,484 65,833,430
BB Impairment allowances
— & BIFF — Individually assessed (127,657) (70,883)
— iRE — Collectively assessed (177,347) (223,540)
75,119,480 65,539,007
FEEHR B N E A BRIE Accrued interest and other accounts
ORI ZE less impairment allowances 2,356,360 2,212,331
77,475,840 67,751,338

FERERITARAR CITIC KA WAH BANK LIMITED
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(18)ZEFEFRBRKREMERIE &

(b) BITEIFHNEBEFERRBRK (b)

N TREETEETONTERESERMEK
RH DB RERFEL -

Other Accounts (contd)

Loans and advances to customers analysed by industry

sectors

(18) Loans and Advances to Customers and

The following economic sector analysis is based on categories and

definitions used by the HKMA.

—EZTN\FXA=+AH
As at 30 June 2008

—ZEE+F+=-_A=+—H
As at 31 December 2007

BEFERR FBHEANENR BEFERE ABHEENER
BREE RENESE BFEE RBREHE
Gross loans % of loans Gross loans % of loans
and advances and and advances and
to customers advances to customers advances
BT T covered by BETT covered by
HK$’000 collateral HK$'000 collateral
TrE$Et Industrial, commercial and
financial
— EBER — Property development 115,000 - 207,000 -
— MEKRE - Property investment 8,701,185 98 7,740,669 98
— S — Financial concerns 4,747,430 62 5,061,032 36
— RELL - Stockbrokers 19,475 67 181,000 6
—ERTEE — Wholesale and retail trade 3,697,869 50 3,383,895 54
— Rl — Manufacturing 6,599,276 26 5,833,965 24
— BB NRERRE - Transport and transport
equipment 3,160,065 72 3,394,165 81
— IRELTEE — Recreational activities 128,631 99 100,800 99
— BB — Information technology 18,521 99 1,122 80
— Hft - Others 2,765,278 56 3,332,366 60
A Individuals
—BEEERERE — Loans for the purchase of
FTE - RABRR flats under the Home
Am2REREERE Ownership Scheme, Private
LEEEREER Sector Participation Scheme
ZIMIEFER and Tenants Purchase Scheme 33,737 100 34,963 100
—EEHMEE - Loans for the purchase of
MEBER other residential properties 11,219,031 99 11,284,553 99
—(ERFREX — Credit card advances 384,712 = 506,775 -
— Hfty - Others 3,003,987 87 2,401,149 83
EBBFERNER Gross loans and advances for
WD use in Hong Kong 44,594,197 74 43,463,454 70
B HRE Trade finance 4,991,469 37 4,467,495 38
EBBIAIMERM Gross loans and advances for
B R EE use outside Hong Kong 25,838,818 35 17,902,481 42
EEER N 4EE  Gross loans and advances to
customers 75,424,484 58 65,833,430 61
—mEN\EERBH%KSE  INTERIM REPORT 2008
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(1) BEFERKREBRK

() BEEXEFERKBR

HBRIE () (18) Loans and Advances to Customers and
Other Accounts (contd)

(c) Impaired loans and advances to customers

=EENF :$$t¢
RA=EtH +ZA=t—
As at As at
30 June 31 December
2008 2007
BET T BT T
HK$'000 HK$'000
MEEFPERRBTERE Gross impaired loans and advances to customers 937,753 757,212
BB Impairment allowances
— {ERIFEE - Individually assessed (127,657) (70,883)
810,096 686,329
HEER N BT EEEEFER  Gross impaired loans and advances as a % of
RBFEBHNBEHE total loans and advances to customers 1.24% 1.15%
BEEREBRRZBEENEERENEEER - N Impaired loans and advances are individually assessed loans which
ERERIREFENER - exhibit objective evidence of impairment on an individual basis.
LEANFENBEEFECHEAEERELERR Individually assessed impairment allowances were made after
BRFAFEARO A ZREE - /2%E%664,037,000 taking into account the realisable value of collateral in respect of
TA(ZEZLF+-F=+—H : #B%601,359,000 such loans and advances of HK$664,037,000 (31 December 2007:
JL) c MR T EZAT TR EYEIRIBERN HK$601,359,000) for the Group. This collateral mainly comprises
EASEENRSTFREK - mortgage interest over residential or commercial properties and cash
with the Group.
{5@}5%#,’7\ BREE 10% AL WIRERIER The analysis of impaired loans and advances of the individual loan
BOHEOREERRARDH AT - usage category, which accounted for 10% or more of the gross loans
and advances to customers, is as follows:
—EEN\FXRA=+H
As at 30 June 2008
ERREEE FEREEE REERRER
Individual Collective Impaired
impairment impairment loans and
allowances allowances advances
BT T BET T BET T
HK$'000 HK$’000 HK$'000
MERE Property investment 3,059 7,090 30,118
HEEMBEEMENER Loans and advances for the purchase of
PETN other residential properties 258 2,578 12,236
ERBUIMERER R Gross loans and advances for use
Erb L outside Hong Kong 46,455 57,572 630,653
49,772 67,240 673,007

FERERITARAR CITIC KA WAH BANK LIMITED
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(18)ZEFEFRBRKREMERIE &

() REFFERKRBR (&)

Other Accounts (contd)

(18) Loans and Advances to Customers and

(c) Impaired loans and advances to customers (cont’d)
—EEALFF_A=+—H
As at 31 December 2007

BERIREEE HRARBEEE BREBERKRBRK
Individual Collective Impaired
impairment impairment loans and
allowances allowances advances
BT T BT T BT T
HK$'000 HK$'000 HK$'000
MERE Property investment 3,059 7,486 21,931
HBEHMEEMENER Loans and advances for the purchase of
e other residential properties 1,944 4,470 13,927
EBEBAIMERHER R Gross loans and advances for use
BRHEEE outside Hong Kong 52,846 63,886 532,931
57,849 75,842 568,789
(19) At HERE S (19) Available-for-sale Securities
—EENF —TTLF
AA=+H +=ZA=+—H
As at As at
30 June 31 December
2008 2007
BET T BT T
HK$’000 HK$'000
BAENGERE Certificates of deposit held 184,928 150,033
EEES Debt securities 15,613,558 21,157,046
B E %A Treasury bills
(BIEIINEESEE) (including Exchange Fund Bills) 3,865,883 721,180
R ES Equity securities 40,574 40,212
BEES Investment funds 56,944 56,932
19,761,887 22,125,403
BITHBOT - Issued by:
TR Sovereigns 3,865,883 805,060
UNCYCTi Public sector entities 431,534 710,682
RITRH M EEE Banks and other financial institutions 10,551,595 15,450,543
™ Corporate entities 4,912,875 5,159,118
19,761,887 22,125,403
BRETHE DA Analysed by place of listing:
REBLT Listed in Hong Kong 501,075 864,142
REBLAIMBE Listed outside Hong Kong 5,738,631 6,473,642
6,239,706 7,337,784
e Unlisted 13,522,181 14,787,619
19,761,887 22,125,403

ZET)\FEFRHRSE  INTERIM REPORT 2008
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(20) MERFRE (20) Property and Equipment
&® - BE
HEREE
REME Hib % Furniture,
Investment Other fixtures and iz
properties premises equipment Total
BET BET T BET T BET T
HK$'000 HK$'000 HK$'000 HK$'000
RASEE : Cost or valuation:
200741 H1R At 1 January 2007 124,776 1,052,358 656,062 1,833,196
0 Additions - - 54,390 54,390
EXiia] Reclassification 62,100 (121,177) - (59,077)
HeE Disposals (8,600) (2,657) (9,199) (20,456)
EHHEANER Surplus on revaluation before
Bk reclassification - 7,286 - 7,286
BIEES Surplus on revaluation 60,104 - - 60,104
R Exchange adjustments - - 43 43
FA2007F12HA31H At 31 December 2007 238,380 935,810 701,296 1,875,486
EMEEMNKAS  The analysis of cost or
HESHOT : valuation of the above
assets is as follows:
D% Cost - 904,773 701,296 1,606,069
G Valuation
— 19854 - 1985 - 31,037 - 31,037
— 20074 - 2007 238,380 - - 238,380
238,380 935,810 701,296 1,875,486
7H2008%1H1H At 1 January 2008 238,380 935,810 701,296 1,875,486
il Additions - - 22,963 22,963
EFHE Reclassification (88,900) 88,900 = =
He Disposals (1,850) - (12,175) (14,025)
BHAHK Surplus on revaluation 28,112 - - 28,112
[ 3 Exchange adjustments - - (9) (9)
720086 H30H At 30 June 2008 175,742 1,024,710 712,075 1,912,527
iR EENKAT The analysis of cost or
EEIWHT : valuation of the above
assets is as follows:
RN Cost - 904,773 712,075 1,616,848
mE Valuation
— 19854 - 1985 - 31,037 - 31,037
— 20084 —-2008 175,742 88,900 - 264,642
175,742 1,024,710 712,075 1,912,527

FERERITAMRAR CITIC KA WAH BANK LIMITED
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(20) MERFE @) (20) Property and Equipment (cont'd)
H# - BE
KEREE
REME HiyE Furniture,
Investment Other  fixtures and iz
properties premises equipment Total
BT T BETT BETT BETT
HK$'000 HK$'000 HK$’000 HK$'000
RETIE . Accumulated depreciation:
200741818 At 1 January 2007 - 273,119 474,220 747,339
REFEHE Charge for the year - 21,132 61,937 83,069
EFHME Reclassification - (59,077) - (59,077)
A EmEE Written back on disposals - (1,715) (8,457) (10,172)
BIEEE Impairment loss - 30,068 - 30,068
PE H A% Exchange adjustments - - 23 23
FA20079F12H31H At 31 December 2007 - 263,527 527,723 791,250
720081 H1H At 1 January 2008 - 263,527 527,723 791,250
NEfITE Charge for the period
(Fi=E8(b)) (note 8(b)) = 10,273 26,558 36,831
A & e Written back on disposals = = (11,111) (11,111)
R Exchange adjustments - - (2) (2)
720086 H30H At 30 June 2008 - 273,800 543,168 816,968
BREFE : Net book value:
720086 H30H At 30 June 2008 175,742 750,910 168,907 1,095,559
FA20079F12H31H At 31 December 2007 238,380 672,283 173,573 1,084,236
RN EFER (21) Deposits from Customers
—EENF —TELF
AA=+H +ZA=+—H
As at As at
30 June 31 December
2008 2007
BT T BB T
HK$’000 HK$'000
TEHI R SRR TERK Demand deposits and current deposits 6,730,230 6,878,550
FEFX Savings deposits 11,850,419 11,691,355
EH - BMHA R S HAm AT 5K Time, call and notice deposits 60,239,561 65,448,408
78,820,210 84,018,313
—mEN\EERB%KSE  INTERIM REPORT 2008
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R RXZHA%RAEE (22) Trading Liabilities

—EREN\F ZEELF
AA=tH +ZA=+—H
As at As at
30 June 31 December
2008 2007
BT T BETFT
HK$’000 HK$'000

PMETAMEAREER Negative fair value of derivatives
(PFF&E31(b)) (note 31(b)) 925,433 879,690

(23) ERITFERE (23) Certificates of Deposit Issued

—gEN\F = —TTLF
ARA=+H +ZA=+—H
As at As at
30 June 31 December
2008 2007
BT BT T
HK$'000 HK$'000
EEABBIBZUARMAAREE Designated at fair value through profit or loss 500,780 4,763,836
X GAE Non-trading 4,285,261 2,099,288
4,786,041 6,863,124

BEABRBESIURBRAABAENDEITER
FABUNERERENNSITETIR 5
ETETAREEAEUNERERE  AMET
ZHRIARR o
BEABRBESEURBMAABENSEITER
FHEREEER-_ZEN\FNA=Z+BEREH
FNEMNEGHNSH  EE5AB12,620,0007T
(ZEZ+F+=-A=+—8 : #%31,135,000
) TERAAEERRESEMEE -

FERERITAMRAR 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 that otherwise would be required to be separated.

The carrying amount of certificates of deposit issued designated at
fair value through profit or loss at 30 June 2008 was HK$12,620,000
(31 December 2007: HK$31,135,000) lower than the contractual
amount at maturity, which was mainly attributable to changes in

benchmark interest rate.
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) ZEEERBRAITNFAES

(24) Income Tax in the Consolidated Balance

Sheet
(a) HEEBEEBXRFITINWABBEES ! (a) Current taxation in the consolidated balance sheet
represents:
—EENF ZTELF
AA=+H +ZA=+—H
As at As at
30 June 31 December
2008 2007
BET T BT
HK$'000 HK$'000
H FEBBFSHERE Provision for Hong Kong Profits Tax for
the period/year 2,934 9,544
B E RS Provisional Profits Tax paid (163,773) (136,292)
(160,839) (126,748)
N FERFISH Balance of Profits Tax provision
SR relating to prior years (4,076) 55,779
(164,915) (70,969)
VAN TE YEAE Provision for overseas taxation 11,620 6,481
(153,295) (64,488)
Hep Of which:
] @] Y FR 1A Tax recoverable (165,812) (71,248)
REAFR A Current taxation 12,517 6,760
(153,295) (64,488)

ZET)\FEFRHRSE  INTERIM REPORT 2008
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(24) FEEERERARIATESR

(24) Income Tax in the Consolidated Balance
Sheet (cont’d)

(b) ERRBNELEHBREERER (b)
ERGFAEEEBRBRNBLERR (BE),/
BENES RRAHRNESHIT

Deferred tax assets and liabilities recognised

The components of deferred tax (assets)/liabilities recognised in the
consolidated balance sheet and the movements during the period
are as follows:

REEHE It ERS
RERBNE NEREMEE WAAEERR
Depreciation WAREERE  Fair value
allowances ~ EFHEEMRE Fair value  adjustments
inexcess  Impairment  adjustments for available-
of related  allowances for revaluation for-sale AR Eft g
depreciation for loans  of properties securities Tax losses Others Total
BETT BETT BETT RETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEHERA - Deferred tax arising from:
120071718 At 1 January 2007 8,167 (39,260) 4,681 41,958 - (254) 15,292
FARERAME / Charged/(credited) to consolidated
(%REl) income statement 244 234 10,199 - (34,669) - (23,992)
BEREE /(RE) Charged/(crediited) to reserves - - 1,275 (60,347) - - (59,072)
ERRAMAZ Exchange and other adjustments - - - - 617 - 617
220074128318 At 31 December 2007 8411 (39,026) 16,155 (18,389) (34,05) (254) (67,155)
120081418 At 1 January 2008 8,411 (39,026) 16,155 (18,389) (34,052) (254) (67,155)
FAlERAME / Charged/(credited) to consolidated
(BE) (HzE11) income statement (note 11) 2,378 7,593 (2,096) - (3,895) 254 4,234
ARETAmR Effect of decrease in tax rate
FARERRA charged/(credited) to
s/ (BE) consolidated income
(BtzEn1) statement (note 11) (481) 2,231 (592) - 1,946 - 3,104
fEREE/(BR) Charged/(credited) to reserves = = (@7) (13.472) = = (13,749)
AR E T AMRGREN Fffect of decrease in tax rate
s/ (#E) charged/(credited) to reserves
(Fzk28) (note 28) - - (267) 1,051 - - 784
32008568308 At 30 June 2008 10,308 (29,202) 12,023 (30,810) (36,001) - (72,782)

FERERITARAR CITIC KA WAH BANK LIMITED
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(24) HEEEEERTITRNER = (24) Income Tax in the Consolidated Balance
Sheet (cont’d)

(b) CEIZINEEHREEERAE (&) (b) Deferred tax assets and liabilities recognised (cont'd)
—EZN\E e
AA=tH +=ZA=+—H
As at As at
30 June 31 December
2008 2007
BET T BB T T
HK$'000 HK$'000
THRAEEEABRERAFELE  Net deferred tax assets recognised
HIEEE on the consolidated balance sheet (74,055) (67,155)
FIRAEEBBRERNFIEL  Net deferred tax liabilities recognised
HIEAE on the consolidated balance sheet 1,273 -
(72,782) (67,155)
() RERNELHEEE (c) Deferred tax assets not recognised
MARARRA LR EBEANE B S EENER The Group has not recognised deferred tax assets in respect of
HafBEeERER AEBTARERR cumulative tax losses of HK$2,977,000 (31 December 2007:
SBIEERENRELETIEEEE%2,977,000T HK$2,979,000), as it is not probable that future taxable profits
(ZEZT+F+ZA=+—H : #%2,979,000 against which the losses can be utilised will be available in the
T o IRIRBRR TG RG] - ELEBITEEE A E relevant tax jurisdiction and entity. Under the current tax legislation,
=R the expiry dates of the tax losses are as follows:
—EZN\F ZETLF
AA=+H +=ZA=+—H
As at As at
30 June 31 December
2008 2007
BET T BT T
HK$'000 HK$'000
NREH A No expiry date 2,977 2,979
(5) BERTEBES (25) Debt securities issued
—EEAF  —TTLF
AE=+H +-A=+—A
As at As at
30 June 31 December
2008 2007
BET T BT T
HK$’000 HK$'000
X FHMEEITEEBS Non-trading debt securities issued 2,342,413 2,314,394

ZET)\FEFRHRSE  INTERIM REPORT 2008 27
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(26) EHER

(26) Loan Capital

—EENE ZTTLF
ANB=+H +=ZHA=+—H
As at As at
30 June 31 December
2008 2007
BET T BB TT
HK$'000 HK$'000
FEERE9.125% ' H{E Subordinated notes with US$250 million
Z4250,000,0007TH 9.125% *
RIERE 1,974,633 1,976,738
FBRAMBIBITRIZE Subordinated notes with US$250 million
FEEM1.75% * EE 1.75%+LIBOR rate **
34 250,000,0007T H& (B iR ** 1,949,880 1,949,652
3,924,513 3,926,390

* %

FERERE 9.125% @ E{EZ*X£250,000,000
7T (7 #1,944,100,0007T) H) 1% (& = & R
TEE_ERA-F=ZHHATHEEMN
BARICKWH-UT2 Limited377 » W& &
PIVEE ZMAR o« AITEEH R HE
WMEELEEBRNMERNSEEDER-
CKWH-UT2 LimitedAl A =F— — &R ATEE
EES%RA 9.125% HIXKAZEZE

—ETLF+-_A+—R ATTREES
—tHETEHPBREEEE %?¢E$7%—
HAXSTFRIEANGBIRITRERE
n 1.75% - EfE3x<250,000,0007T (/%”ﬂ%
1,949,500,0007T) H))F B F| R E =
BEEERTEHMERZSAAR AR LT - jr

* %

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 qualified 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 2007, the Bank, under a US$2 billion Medium
Term Note Programme, issued subordinated float rate notes with a
coupon of 1.75% per annum above the LIBOR for three-month US
dollar deposits with face value of US$250 million (HK$ equivalent
1,949.5 million). The notes are listed on the SGX-ST and will be
matured on 12 December 2017.

BR-_E—tF+-A+-RAZH -

(27) e & &

(27) Other Liabilities

—EEN\E iggti

RA=EtH +ZA=t—
As at As at
30 June 31 December
2008 2007
BET T BT T
HK$'000 HK$'000

FER E A& Bhik S ltems in the course of collection to
R AIER other financial institutions 1,998,768

HAbBRIA Other accounts 2,200,131 1,596,952
4,198,899 1,596,952

FERERITAMRAR CITIC KA WAH BANK LIMITED
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(28) s (28) Reserves
BENRTRE
Attributable to equity shareholders of the Bank
RiE
EXZE EfiRfE BRE
A Other 2A[EE i
REE EAHE  -REE  Exchange  property B Share  REEF
Share  Capital  General differences revaluation Fair value option  Retained 2]
premium  reserve  reserve  reserve  reserve  reserve  reserve  profits* Total
BRI BETn  BMTn  BMTn  BMTn BETn BBTn ABTn BETR
HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HK$'000  HKS$'000  HKS$'000  HK$'000
20071418 At 1 January 2007 282,930 6,589 100,000 10,462 22,066 197,792 12,828 3,506,331 4,198,998
SEREEE Exchange difference on translation - - - 15238 - - - - 15238
RHERENE Release of revaluation surplus upon
(BRaEtnzEl) disposal of investment properties
MERNERERE (transferred from other premises
during the year) - - - - - - - 6,011 6,011
TRNERS Available-for-sale securities
-DhEER - change in fair value - - - - - (337.476) - - (337.476)
-BRREEHA - transferred to deferred tax - - - - - 60,346 - - 60,346
- HERELENER - transferred to income
statement on disposal - - - - - (7,356) - - (7,356)
HREERORARS Equity-settled share-based transactions - - - - - - 1957 - 10957
TEERT Profit for the year - - - - - - - 106365 106,365
200745128318 At 31 December 2007 282,930 6,589 100,000 25,700 22,066 (86,694) 25,785 3,678,707 4,055,083
R2008£181R At 1 January 2008 282,930 6,589 100,000 25,700 22,066 (86,694) 25,785 3,678,707 4,055,083
NBREES Exchange difference on translation - - - 159% - - - - 159%
RHERENE Release of revaluation surplus
(MHBEHNZEL) and deferred tax liabilities upon
MERNBRRSRER disposal of investment properties
HERE (transferred from other premises
in prior years) - - - - (1,401) - - 1,678 7
RETH A1 RELHERE Effect of decrease in tax rate on
%% (WiE4() deferred tax balance at 1 January
(note 24(b)) - - - - 267 (1,051) - - (784)
AfHEES Available-for-sale securities
-DAEEEY - change in fair value - - - - - (45,103) - - (45,103)
-BHERETHA - transferred to deferred tax - - - - - 13,472 - - 1340
- HERBL EhER - transferred to income
statement on disposal - - - - - (36,539) - - (36539
HREERORARS Equity-settled share-based transactions
(Fzte) (note 8) - - - - - - 12649 - 12,649
REEA Profit for the period - - - - - - - 107219 107,219
R2008%6A430A At 30 June 2008 282,930 6,589 100,000 41,652 20,932 (155,915) 38434 3,787,604 4,122,226
—ZE\FEFHRSE  INTERIM REPORT 2008
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(28) it (=) (28) Reserves (contd)

* BRAEBGRITEEDN)) EEEEEEN * A regulatory reserve is maintained to satisfy the provisions of the
HWE  KITEEHREHETHSBAED LK Hong Kong Banking Ordinance for prudential supervision purposes
AIRERERMERAN A ERRBR (R by earmarking amounts in respect of losses which the Bank will or
ETLFEEEIERE) OREEBLXSE - & may incur on loans and advances (and the investments in the year
BHAEERE  HENEHCEEEREE of 2007) in addition to impairment losses recognised. Movements
FMREE  RZZBEENEFESA=1H " RE in the reserve are earmarked directly through retained profits and in
SHHR AR AW B R FAITIRE consultation with the HKMA. As at 30 June 2008, HK$764,214,000
B 764,214,000 (ZEELE+ A= (31 December 2007: HK$957,055,000) was included in the retained
+—H: B #957,0550007T) ° BARITH profits in this respect which was distributable to equity holders of
IRERIBEBHRACED ° the Bank subject to consultation with the HKMA.

(29) ZIHA H 2 #f (29) Maturity Profile

UTHEHBSMEERAEEREANTEA The following maturity profile is based on the remaining period at
HeR T EAfE A 2E - the balance sheet date to the contractual maturity date.
AR SRR EEMAAT A EE - M As the trading portfolio may be sold before maturity or deposits from
R EFRBIRI e 8 BRI S R T B HY customers may mature without being withdrawn, the contractual
I AHNBEHAY AR ETEFESRKRES TR maturity dates do not represent expected dates of future cash

SRHE - flows.

30 FERERITAMRAR CITIC KA WAH BANK LIMITED
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(29) ZIHA H 24 (@)

(29) Maturity Profile (conta)

“EF\EXAZTH

As at 30 June 2008
1MBAKLE  3M@ALL 150
Z3{8A EE:3 255
3 months 1year 5 years
WEEE 1BAR or less o less or less SENE
@5  Repayable Within ~ butover  butover  butover After  EZHAMH
Total on demand 1 month 1month 3 months 1 year 5years  Undated
B¥Tn  E¥Tn  B¥Tn A¥Tn  BETn A%Tn  BETn B%Tx
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
EE Assets
R RERT - PR Cash and balances with
REMSBEENER banks, central banks and
other financial institutions 1,290,076 1,290,076 - - - - - -
ERT - RRBARER Placements with and advances to
SRBBROTERRER banks, central banks and other
financial institutions 7,065,223 - 18592713 347,677 1,449,244 1,507,457 1,901,572 -
B5%% Trade bills 1,128,511 - 424,982 608,987 94,542 - - -
RERREE Trading assets 1,709,257 1,025,294 - 901 351 670,208 100 12,403
ETRRBERNRY Securities designated at fair
RrBEENES value through profit or loss 405,850 - - S - 405,850 - -
REERRBAREM Loans and advances to customers
E) and other accounts 77,475,840 1,763,396  3,819171 5,190,701 12,238,384 31,818,441 19,449,305 3,196,442
ARIHERS Available-for-sale securities 19,761,887 - 4,402,853 2,602,367 2,824299 8,397,823 1,434,890 99,655
A EFE Tax recoverable 165,812 - - - 165,812 - S =
EBAYEE Undated assets 1,169,614 - - - - - - 1,169,614
BELE Total assets 110,172,070 4,078,766 10,506,279 8,750,633 16,772,632 42,799,779 22,785,867 4,478,114
af Liabilities
FOREMSBEED Deposits and balances of banks
FHRER and other financial institutions 5,455,204 112272 4,204,559 924,250 214,123 - - -
RFER Deposits from customers 78,820,210 18,580,649 42,619,482 12,483,263 4,855,652 281,164 - -
RERREE Trading liabilities 925,433 925,433 - - = = = =
[REEES Certificates of deposit issued 4,786,041 - - 39,884 3474672 1,271,485 - -
BETERES Debt securities issued 2,342,413 - - - 21300 2,321,113 - S
BHER Loan capital 3,924,513 - - = - 3,924,513 - -
THHE Current taxation 12,517 - - - 12,517 S - =
ETREHEE Undated liabilities 4,200,172 - - - = = - 4,200,172
BELE Total liabilities 100,466,503 19,618,354 46,824,041 13,447,397 8,578,264 7,798,275 - 4,200,172
BE-8BEER Asset - liability gap (15,539,588) (36,317,762)  (4,696,764) 8,194,368 35,001,504 22,785,867

ZERRNFERHRRE
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(29) 2/HA B 24T ()

(29) Maturity Profile (conta)

“ERLET-R=1-H
As at 31 December 2007

1BANE  3EANE [EDNS
Z3f8A E3f:3 255
3 months 1 year 5 years
HER AR or less or less or less SENE
BHE  Repayable Within but over but over but over After  EFHAE
Total  on demand 1 month Tmonth 3 months 1 year 5 years Undated
BETr  RETr  BETr  ABTr  E%Trn  E%Tr BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EE Assets
ReRERT - PR Cash and balances with
REMERERNET banks, central banks and
other financial institutions 1,502,875 823,245 101,204 77,986 500,440 - - -
ERT RRBAREM Placements with and advances to
SREBNTRRER banks, central banks and other
financial institutions 12,647,588 - 9,552,993 525,567 57,421 1,424,023 1,087,584 -
EUES Trade bills 1,523,200 - 445,835 836,911 240,454 - - -
LHRBEE Trading assets 3,479,009 899,542 - - 948 1,086,007 248653 1,243,859
EEARBEENRYE Securities designated at fair
R BENES value through profit or loss 531,025 - - - - 531,005 - -
ZEERRBAREMD Loans and advances to
£ customers and other
accounts 67,751,338 1564930 1958699 5381822 7865500 29,116,210 18,942,826 2,921,351
ARHERS Available-for-sale securities 22,125,403 - 1645774 2,822,729 6063073 9,785,773 1,708,876 99,178
AEKHE Tax recoverable 71,48 - - - 71,48 - - -
EIRANEE Undated assets 1,151,391 - - - - . - 1,151,391
EESE Total assets 110,783,077 3,287,717 13,704,505 9,645,015 14,799,084 41,943,038 21,987,939 5415779
=L Liabilities
RIOREMREEN Deposits and balances of banks
FRRER and other financial institutions 1,539,030 282,145 882462 171,093 203,130 - - -
REER Deposits from customers 84,018,313 18,569,905 51,534,648 11,061,862 2,290,713 561,185 - -
RHEREE Trading liabilities 879,690 879,690 - - - - - -
BREOEHE Certificates of deposit issued 6,863,124 - - 595801 4,199,195 2,068,128 - -
BETRHES Debt securities issued 2,314,3% - - - - 2314,39% - -
BHER Loan capital 3,926,390 - - - - 3926390 - -
TEHE Current taxation 6,760 - - - 6,760 - - -
EIRAMEE Undated liabilities 1,596,952 - - - - - - 1,596,952
BEAE Total liabilities 101,144,653 19,731,740 52,417,110 11,828,956 6,699,798 8,870,097 - 1,596,952
EE-BEEE Asset - liability gap (16,444,023) (38,712,605) (2,183,941) 8,099,286 33,072,941 21,987,939

FERERITAMRAR CITIC KA WAH BANK LIMITED
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(30) EXEBA RS

BREAVBREEMAORENRZ S REHR
S REBETTANERNEH TS

(30) Material Related Party Transactions

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

(a) HEEEATINXS (@) Transactions with group companies
REAN s NEBFEHEAFERTESBED LR During the period, the Group entered into a number of transactions
BRETTZ2BRS  HPEReEEs  # with related parties, in the normal course of its banking business
SRERR¥FD  2BBEER - FHRIEIT including, inter alia, lending, acceptance and placement of inter-bank
REGMINER H - BERFHELEE KRR deposits, participation in loan syndicates, correspondent banking
BRETRSENEBEMETFXRMmE - WHIE transactions and foreign exchange transactions. The transactions
HERNEBEMZTZ T REPHIERAER - & were priced based on relevant market rates at the time of each
FeRh BUEXSERIRIEFEREIGRIGEIT - 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.
N EER - BHARSOEERNEEH The amount of related party transactions during the periods and
BRI ¢ outstanding balances at the end of the period/year are set out
below:
EREREAR EEY PE BENR (Wi1) BHAF (W)
Immediate parent Fellow subsidiaries Associates (note 1) Related company (note 2)
BERR=THLEAMEA
Six months ended 30 June
“EENE C-TTrE ZEENF -TTHE CZEENF —TStFE ZBEN\f CITtE
2008 2007 2008 2007 2008 2007 2008 2007
BETT BETT BETT BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FIBMA Interest income - - 8,703 2,089 6,446 8,102 - -
fex Interest expense (4,951) (1,029 (81,206) (39,952) (41,242) (52,694) (18,223) -
TP Other operating income 197 - = - 21,280 19,543 = -
BETH Operating expenses (1,844) - (6,154) (5,806) - (118) - -
(6,598) (1,029) (78,657) (43,669) (13,516) (25,167) (18,223) -
—ZT\FEHRHHE  INTERIM REPORT 2008
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BOEXRBEHAIRS ) (30) Material Related Party Transactions (cont'd)
(a) HEFEQTANXE (& (a) Transactions with group companies (cont’d)
EREREAR BRG] BEQR (M) BEBAR (Hi2)
Immediate parent Fellow subsidiaries Associates (note 1) Related company (note 2)
ZRENEAASTH/CBELETZAZT-H
As at 30 June 2008/31 December 2007
E¥ED . Lending activities:
MA1A As at 1 January - - 18,786 475,381 802,106 221,798 - -
R200856A308 / As at 30 June 2008/
2007%12A318 31 December 2007 - - 1,059,032 18,786 519,315 802,106 - -
1/ LEETISE Average for the period/
for the year - - 591,002 18,902 595,679 463,692 - -
HftEhEE Other receivables:
MA1B As at 1 January 76,444 - 147 2,462 32,682 124,728 - -
2008567308/ As at 30 June 2008/
20074128318 31 December 2007 83,014 76,644 8,210 747 386,492 32,682 - -
I/ LEETHEE Average for the period/
for the year 82,961 54,380 8,450 4,407 193,644 13973 - -
BRER Acceptance of deposits:
MA1A As at 1 January 353,361 543,776 3,329,591 1,081,372 3,545,123 2,022,559 - -
2008564308 / As at 30 June 2008/
2007%12A318 31 December 2007 273,429 353,361 5,448,556 3,329,591 2,451,699 3,545,123 - -
i/ HERTHEE Average for the period/
for the year 287,480 1425480 4,261,254 2997448 2,864,279 2,670,054 - -
AR | Other payables:
MA1B As at 1 January 142,123 327 21,279 1,744 1,126 903 2,508 -
2008567308 / As at 30 June 2008/
2007128318 31 December 2007 285,307 142,123 37,184 21,279 4,366 7,126 1,49 2,508
i/ LEETHLE Average for the period/
for the year 298,980 147,526 21,133 18,926 4,000 4,433 1,552 627
BHER: Loan capital:
MA1A As at 1 January - - 803,257 - 389,930 - 623,889 -
2008564308 / As at 30 June 2008/
2007%12A318 31 December 2007 - - 803,351 803,257 389,976 389,930 623,962 623,889
1/ LEETHEE Average for the period/
for the year - - 802,588 200,814 389,606 97,483 623,369 155,972

0 8 b _E s B RS O & R R AR SRR R E 2 -

BaE

(1) BEATEEBRSKERATREEER
SRATMBLAT o

2 HEMAREREHERERIAREEEFE
M — (B R R R ECR -

34 FIERERITEMRAT CITIC KA WAH BANK LIMITED

No impairment allowances were made in respect of the above loans
to and placements with related parties.

Notes:

(1) Associates included the associates of the ultimate controlling party
and immediate parent respectively.

(2)  The related company referred to a shareholder of the immediate
parent, which exercises significant influence on the immediate
parent.
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BOEXREEHLIRS »

(b) EEXEEBABNXRS

AEETZEEAEHS (BRCHTARE
EERETEHTER) T -

(30) Material Related Party Transactions (contd)

(b) Transactions with key management personnel

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

BEXA=1+HILEAEA
Six months ended 30 June

—EEN\FE —TTtHF

2008 2007

BT BETIT

HK$'000 HK$'000

& 852 Bi1E F Short-term employee benefits 15,281 14,850
BERE BT Post-employment benefits 1,081 982
AR HE(E 1~ Share-based payments 4,418 3,707
20,780 19,539

e EmEe st A TEITRA ] (HEs)

AREIR - AEERAEE R R EZER QTN
TEEIRA B MM K P E
MMEATENRRRHEERE - FERE
RERFEBBEPRME  XEHOBUAML
o (AEA) BEE MR BEITA LB ZHGR

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

During the period, the Group provided credit facilities to key
management personnel of the Group 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

REGFER ° for comparable transactions with persons of a similar standing or,
where applicable, with other employees.
“EEINFE ZZTTLF
2008 2007
BT T BETIT
HK$'000 HK$'000
®1A1R At 1 January 13,505 13,112
#2008F6H30R At 30 June 2008/
20074 12A31H 31 December 2007 12,512 13,505
BN, FAR SR AEEE Maximum amount during the period/year 14,395 16,820

REBERAERETEETIEA BRI A4 REEE
RIEMRERBE  LRERTEEREABNML
1903 AR 1A B R B0 4 R RR AR B M U AT ik B0 RUE

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.

ZET)\FEFRHRSE  INTERIM REPORT 2008
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BNITET A (31) Derivatives
(a) FTEIEMEBESHE (@) Notional amounts of derivatives
PTATEARERE B ZHEABEENIEH Derivatives refer to financial contracts whose value depends on the
HNEBREFTEEENMEAY - U TERAE value of one or more underlying assets or indices. The following
EEEXENMETAMNERSBRE - is a summary of the notional amounts of each significant type of
derivatives entered into by the Group:
“EENFABZTH S e
As at 30 June 2008 As at 31 December 2007
REEABBEL ST REAER
NRBRAREBER DRBAAEER
SRMIA-(HEMEE  Hip (BF SRIA-fHENER  Efh(RE
Managedin  B#EE) Managedin ~ BEEE)
conjunction with Others conjunction with Others
BYHWEE  financial instruments  (including BYBEE  finandial instruments  (including
Held for designated at fair value held &g Held for  designated at fair value held &%
hedging  through profit or loss  for trading) Total hedging through profit or loss  for trading) Total
E¥Tn B¥Tr  E¥Tn  E¥Tn #ETx BETn AT AETR
HK$'000 HKS'000  HK$'000  HKS'000 HK$'000 HK$'000 HK$'000 HK$'000
E&ffATIE  Currency derivatives
] Forwards - - 21346213 21,346,213 - - 21,114,508 21,114,508
LR Swaps - 78,000 37,213,808 37,291,808 - 78,000 32,681,133 32,759,133
EYN:ited Options purchased - - 1,198294 1,198,294 - - 624,865 624,865
ELHE Options written - - 1,195450 1,195,450 - - 624,865 624,865
FIBFTETE  Interest rate derivatives
BHR5 Swaps 3,597,107 687,298 34,417,174 38,701,579 3,674,725 5,337,675 22,504,576 31,516,976
BREOGTETIE  Equity derivatives
BER5 Swaps - = 42,600 42,600 - - - -
3,597,107 765298 95,413,539 99,775,944 3,674,725 5415675 77,549,947 86,640,347

NEZZHAEEEINE MERFHTIHHE
T BEPTETANEESHEITHEIDATAEN

R5E LIERARESHE -

XZEEAEENSRMIABEEERARE A
HMITEPHNRSESHNERFTRSMELN
B URREPEBRZTEMEANERE -

FERERITAMRAR 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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TTEITR #)
STETENAAEERE A RBINESE

(31) Derivatives (contd)

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

—ZEENFEXRA=TH ZETHF+ZA=+—H

As at 30 June 2008 As at 31 December 2007
FRER =RRER
DR DR SR A N hnEZEE
BEEE BEEE Credit risk- EBEAE EEEME  Credit risk-
Fair value  Fair value  weighted Fair Fair value weighted
assets liabilities amount value assets liabilities amount

BEgTT BT BTz BRTIT  BBTET  EBTI
HK$'000  HKS$'000  HKS'000  HKS$'000  HK$'000  HK$'000

FELTETH Interest rate derivatives
EXTAETAR Currency derivatives
BmHITET A Equity derivatives

411,321 427,531 255,697 319,870 394,222 231,334
612,145 496,074 629,254 579,672 485,468 685,435
1,828 1,828 3,362 - - -

1,025,294 925,433 888,313 899,542 879,690 916,769

ERREMESREIEERBRES RITEKMD
EREAFR R R GRITE (BX) £A]) &t
BHSE  BUARNR 5 F 898 Buik R & 2 H
MIER T E - B BB RARENRRNEH
0% & 150% FFE (ZZZTLF+-_A=+—
H:0% & 150%) - MiEX - FI& R EAHITAE
TAA#HEIH 0% & 150% & (ZZ2ZT+F
+=—A=+—H:0% Z 150%) °

AEBLAEAERANUEMNEEFHELEER
BE - EtE - EERERIABRSIR o

(HizE16) (MiEE22) (FtzE16) (BtzE22)
(note 16) (note 22) (note 16) (note 22)

The credit risk-weighted amount is the amount which has been
calculated in accordance with the Banking (Capital) Rules on capital
adequacy and depends on the status of the counterparty and the
maturity characteristics. The risk weights used range from 0% to
150% (31 December 2007: 0% to 150%) for contingent liabilities
and commitments, and from 0% to 150% (31 December 2007:
0% to 150%) 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.

ZET)\FEFRHRSE  INTERIM REPORT 2008
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GNTTEIA &)

() EERHHIANITEIANQIAEE
AT RARERFE TRAENITETARER
BHBIDOARBERE

(31) Derivatives (contd)

(c) Fair value of derivatives designated as hedging instruments

The following is a summary of the fair values of derivatives held for
hedging purposes by product type entered into by the Group:

—ZEZT\FXA=T+AH
As at 30 June 2008

—ZEE+F+=-A=+—H
As at 31 December 2007

AR

nR

SN L

N Ly

AN ANVIN

BEEEE BEEE BEEE BEEE

Fair value Fair value Fair value Fair value

assets liabilities assets liabilities

BT BT T BETT BETT

HK$'000 HK$'000 HK$’'000 HK$'000

FRAEH Interest rate contracts 26,290 122,760 26,628 127,597

ARBEUHTERERERESTERAE
AERBEHALBERTSFES BT LR
BLEFIESE -

FERERITAMRAR CITIC KA WAH BANK LIMITED

Fair value hedges principally consist of interest rate swaps that are
used to protect against changes in the fair value of certain fixed rate
assets or liabilities due to movements in the market interest rates.
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BGNITEIR® (31) Derivatives (conta)

(d) FSTETEMNBRTEH (d) Remaining life of derivatives
TERIREHEAEFEREEBEAIHER (e sE The following tables provide an analysis of the notional amounts of
HESR NE&EHBE) 2o TETEERE derivatives of the Group by relevant maturity grouping based on the
SEHN : remaining periods to settlement at the balance sheet date:

—EZTN\FXA=+AH
As at 30 June 2008
HRTFHNERSE

Notional amounts with remaining life of

1FERUT 1FEUEE55F

B 1year  Over 1 year 5&ME

Total or less to 5 years Over 5 years

BT T BT T BT T BT T

HK$'000 HK$'000 HK$’000 HK$'000

MEPTHETE Interest rate derivatives 38,701,579 7,202,552 31,499,027 =
ER{TET AR Currency derivatives 61,031,765 58,832,438 2,199,327 =
RO PTETR Equity derivatives 42,600 42,600 = =

99,775,944 66,077,590 33,698,354 -

—ET+F+ZA=+—H
As at 31 December 2007
BRTFHNERERE

Notional amounts with remaining life of

THFRIAT  1FUEESF

k) 1 year Over 1 year S5

Total or less to 5 years Over 5 years

BT T BT T BETIT BT

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

MELGTETA Interest rate derivatives 31,516,976 4,106,558 27,098,474 311,944
EXRHTETH Currency derivatives 55,123,371 51,017,338 4,106,033 -
86,640,347 55,123,896 31,204,507 311,944

ZET)\FEFRHRSE  INTERIM REPORT 2008 39



40

PR EME - REEX

Notes To The Interim Financial Report — Unaudited

B HEEBRARE

(a)

RUFENSFABEREE
UTEBRTEXARERAENEGODER

gh -

(32) Contingent Liabilities and Commitments

(a)

Contingent liabilities and commitments to extend credit

The following is a summary of the contractual amounts of each
significant class of contingent liabilities and commitments:

=
—BENF :ggti
ARA=tH +ZA=t—
As at As at
30 June 31 December
2008 2007
BET T BT T
HK$°000 HK$'000
EREERER Direct credit substitutes 4,958,969 4,391,322
HXGEMMNKBIAR Transaction-related contingencies 226,586 576,339
HE S H@ENEIER Trade-related contingencies 2,110,732 1,746,636
RERE ETE Forward forward deposits placed 21,839 -
B HE - Other commitments:
— SRIT AR HUE — which are unconditionally
ERANEEMRR cancellable or automatically
B 8 BEUH cancellable due to deterioration
in the creditworthiness of
the borrower 17,462,212 15,921,154
— REIBRENFIIAT - with an original maturity of not
more than 1 year 4,596,063 3,551,324
— REIBARE1F LA L - with an original maturity of more
than 1 year 4,151,391 3,488,150
33,527,792 29,674,925
= FA R B hnE & 58 Credit risk-weighted amounts 5,904,175 4,472,023

FFEABENRAEZREERBNTIA  BEE
HER  ERENMRHEEENERIALE -
keEBER FRAZFPRESRBERS R
BERERER - EHNESBRITHESNDEIR
Hlféﬁxi%ﬁfﬁlﬁﬁm%}f’ﬂ QEERR o R
RERURCINHRBDADA  HaWeBEY
FETRHIRRAERE -

BRErEEARRNESENRBINER 0%
£ 150% (ZEZEF+A=1+—"H: 0% &

150%) 15 ©

FERERITARAR CITIC KA WAH BANK LIMITED

Contingent liabilities and commitments are credit-related instruments
which include forward deposits placed, letters of credit, guarantees
and commitments to extend credit. The risk involved is essentially
the same as the credit risk involved in extending loan facilities to
The contractual amounts represent the amounts at risk
should the contract be fully drawn upon and the client default. As
the facilities may expire without being drawn upon, the contractual
amounts do not represent expected future cash flows.

customers.

The risk weights used in the computation of credit risk-weighted
amounts range from 0% to 150% (31 December 2007: 0% to
150%).
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(b)

BAESE
NEER  ABAMERRBRENT X RE
MBHRARBEFNEARE DT

(32) Contingent Liabilities and Commitments (cont)

(b) Capital commitments

Capital commitments for purchase of properties and equipment
outstanding at balance sheet date not provided for in the financial
statements were as follows:

—EEN\E :Egti
ARA=EtH +ZA=t—
As at As at
30 June 31 December
2008 2007
BT T BT T
HK$'000 HK$'000
EEERETA Authorised and contracted for 6,600 3,484
EEREBRITLD Authorised but not contracted for 31,300 58,100
37,900 61,584

BNEEHEREE

REERR  AEBGE T UEEREFPHNEER
LER: /’é%_gfﬁéﬁﬁ Her gy Aef,/
g EEAE - _77/\¢/\H THERE
1% 07 7R 354 AR B L B 2 7T 18 B AR SRUR (B B8 - i
RUEBEBFPHHEEFERMEE - BFP
BERRAREK - A EEH A8 5 BURE
S e

(33) Post Balance Sheet Events

Subsequent to the balance sheet date, certain amount of the facilities
to a corporate customer totalling HK$203 million became overdue
in principal and/or interest. No individual impairment provision has
been made on the exposures as at 30 June 2008 as it is too early to
assess whether such a provision is needed. This event may lead to
potential impairment charges as events relating to the circumstances
of the customer unfold.
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(BREFRIZIBASN - S9N R EAL)

(Expressed in Hong Kong dollars unless otherwise indicated)

(A) B BRRBE

(A) Summary of Financial Position

—EENF T EF
AA=t+H +ZA=+—H
As at As at
30 June 31 December
2008 2007
BETT BB T T
HK$'000 HK$'000
EPERRBRK Loans and advances to customers
5% and trade bills 76,553,036 67,356,673
B2 Impairment allowances 305,045 294,466
BEBTE Total assets 110,172,070 110,783,077
FRERE Total deposits 83,606,251 90,881,437
EBRAITIRER Total equity attributable to equity
S 1BER shareholders of the Bank 9,705,567 9,638,424
Bt = Financial ratios
BEAFT R E Capital adequacy ratio 15.6% 15.8%
BB AR & Core capital ratio 10.2% 10.3%
RER 2 FE TR E S LR Average liquidity ratio for the period/
(Z2Z+FA=+H1 year ended* (six months ended
NMEA 40.8%) 30 June 2007: 40.8%) 34.4% 40.8%
BiFth & Loans to deposits 91.6% 74.1%
BREEERAELE Loans to total assets 69.5% 60.8%
BRA U A L 2 Cost to income 92.0% 90.6%
FRASETYTA L 2= Cost to income
(MR AR E TANTE) (excluding SIVs impact) 45.1% 45.1%
& [o) 5 3 Return on assets 0.7% 0.1%
& [o) 5 3 Return on assets
(MBRAEBUEIRETANTE) (excluding SIVs impact) 1.2% 1.2%
ATRRER Return on average total equity
R m attributable to equity shareholders
EIEES of the Bank 7.8% 1.3%
RITIRER R Return on average total equity
EEENE (C attributable to equity shareholders
KETENTE) of the Bank (excluding SIVs impact) 13.5% 14.8%
* AN FERBES R AEERERF * The average liquidity ratio for the period is the simple average of

BRPHESH R ZEEFHE  XRESR
EEREER (2ER)) REERNMRA
E o BATRESETHERRMNA GFELE
K56 &E CGRITEGD) B R ey A5

sty
= o
>t

FERERITAMRAR CITIC KA WAH BANK LIMITED

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) HIRRREIEREAER

(B) (i) Capital Base after Deductions

—EENF ZETLF
AA=+H +ZA=+—H
As at As at
30 June 31 December
2008 2007
BET T BT T
HK$'000 HK$'000
BOLER Core capital
B R Paid up ordinary share capital 5,583,341 5,583,341
f% 17 Y% (B Share premium 282,930 282,930
(] Reserves 3,074,975 2,791,766
Bk Profit and loss account 114,910 106,352
HBRRIEA RO E R EEE Total core capital before deductions 9,056,156 8,764,389
W R IEEEE Less: Net deferred tax assets (72,782) (67,155)
W O E AR HRIE B Less: Deductions from core capital (36,398) (357,533)
HBRERERNZROERELE Total core capital after deductions 8,946,976 8,339,701
EREEER Eligible supplementary capital
HizAnEER Reserves attributable to fair value
FHEAHEERN & losses on revaluation of holdings
BERESHMELRN of available-for-sale equities and
EENEGFE debt securities (186,726) (105,085)
BRAREER Unrealised fair value gains arising from
REREERABBER holdings of equities and debt
NRBAREE KRG R securities designated at fair value
BERELFMEENARERATR through profit or loss
(RBEARR) (in supplementary capital) 22,915 -
—ARERTTERR R Regulatory reserve for general
EERE banking risks 764,214 795,023
BTV EEE Collective provisions 177,426 223,695
EEIE RN REREE Perpetual subordinated debt 1,974,632 1,976,738
BHIREERA Term subordinated debt 1,949,880 1,949,652
HIBRRIE AT B E 485 Total supplementary capital before deductions 4,702,341 4,840,023
B BNV E AR RIE B Less: Deductions from supplementary capital items (36,398) (357,533)
MR RERFHERBEE Total supplementary capital after deductions 4,665,943 4,482,490
MBRRIER A ERER Total capital base after deductions 13,612,919 12,822,191
BUOEBERREBELRN Total deductions from the core
HEE B 258 capital and supplementary capital 72,796 715,066

ZERRNFERHRRE
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(B) (i) HIRRBIEZREARER » (B) (i)

Capital Base after Deductions (contd)

—EEN\F ZEETLF
AA=tH +=ZA=+—8H
As at As at
30 June 31 December
2008 2007
BET T BETFT
HK$'000 HK$'000
BB MESEE Risk-weighted amount
—EERR — credit risk 83,170,955 77,053,822
— i RER - market risk 963,288 875,063
— ZE Ak — operational risk 3,216,566 3,384,425
87,350,809 81,313,310
EXF LR Capital adequacy ratios
—BERFRBHE — capital adequacy ratio 15.6% 15.8%
— ZOE A & - core capital ratio 10.2% 10.3%
RZEENFAA=ZTARZZZTLF+A At 30 June 2008 and 31 December 2007, the capital
=+—H EFXTRUEERZLEARLE - E adequacy ratio (“CAR"”) and core capital ratio are computed
BRESERAEEERAECHER(RITE (B on the consolidated basis covering the Bank and certain of

R)BRAD BATRAETHBARMNEGHE
EHE - ATRA RETDE FEEERR K
5 L 10 LR DA BORR - T TS R ER Rt
R TEAERE] -

FIERERITAMRAR CITIC KA WAH BANK LIMITED

its subsidiaries as required by the HKMA for its regulatory
purposes, and are in accordance with the Banking (Capital)
Rules. The Bank has adopted the “standardised 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.
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(B) (ii) HREEM

(B) (ii) Basis of Consolidation

BRAFRIZIARSN - AR I T 3RS B AT
BEUBERB UG 5 H&RAER
fmEL -

FEBNEATRIELXRRBDES L
ZoDRELEEMSNEAERR
HomAaERR S MEEREEM
ENEIENRERAEBEATRAE
TEOMEBENBLAR MEERBHE
T RATETHBELE  FHET

RITMEARRLERZERER-_TT+
F—A—BAEUH GRITE (BX) BA))
HE 2 ERCIERITIRE (RITE
(B7R) HBI) £282) )& - tE—F4
ERMBETINEAITZH B AR T EART
ZERFRIEE S UERIZE —HBEET

st

E_ N
=N
CKWB (Cayman Islands) Limited

CKWH-UT2 Limited
EFEEEERAF

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 CAR 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 CAR in accordance with the 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:

Name of subsidiaries

CKWB (Cayman Islands) Limited
CKWH-UT2 Limited
Viewcon Hong Kong Limited

ZET)\FEFRHRSE  INTERIM REPORT 2008
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(B) (ii) &, &R »

H—THE > RATARE GRITRED) %
98(2)(b)fk - shiFEEMBEATHER

BIARTHEHEEARFT R X -

MEBATERE
BEREAMBER AR
PERRREER AR
FERTT (E78) BRAA
KWB Management Limited

CKWB (Cayman Islands) Limited

CKWH-UT2 Limited
BBEARBREARAF
EFEEEERAF

B AR
FREBEEMBEERAT ORI

PIESERTT (FE) ARAF

CKWB-SN Limited
SRERRMBERAF

Ka Wah International Services Limited

RERBARAT

REECGRTTE (BAX) RA)D F =4
FITZBARERI T EIFATHEBAR :

MEARER
FERTT (RIE) BRAF]
Security Nominees Limited

EBEANRT (REA) GRAF

FERERITAMRAR CITIC KA WAH BANK LIMITED

(B) (ii) Basis of Consolidation (conta)

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:

Name of subsidiaries

HKCB Finance Limited

CITIC Insurance Brokers Limited

The Ka Wah Bank (Trustee) Limited

KWB Management Limited

CKWB (Cayman lIslands) Limited

CKWH-UT2 Limited

HKCB Insurance Agency Limited

Viewcon Hong Kong Limited

Carford International Limited

China International Finance Company Limited (Shenzhen)
CITIC Ka Wah Bank (China) Limited

CKWB-SN Limited

Ka Wah International Merchant Finance Limited
Ka Wah International Services Limited

KWB Investment Limited

The following subsidiaries are deducted from the Bank’s capital
base under Part 3 of the Capital Rules:

Name of subsidiaries

The Ka Wah Bank (Nominees) Limited
Security Nominees Limited
The Hongkong Chinese Bank (Nominees) Limited
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(C) mEREH

(a)

BEBED
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NRAKEE ZEBAKED
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o
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(C) Segmental Information

(a)

By business segments

The Group is principally engaged in the provision of banking and
related financial services. The Group comprises the following main
business segments:
Wholesale banking It mainly comprises trade financing, syndicated
business: loans and other corporate lendings.

Retail banking It mainly comprises deposit account services,

business: 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) oHER »
() BmEK#S (&)

(C) Segmental Information (cont'a)

(a) By business segments (cont’d)

BZEAA=1+HLEAXEA
Six months ended 30 June

—EBENE ZETLF —E2ENE ZETLF
2008 2007 2008 2007
BADER, BREF, KEWA FEEAON

(B518) (&) (F518)
Profit/(loss) Profit/(loss) Operating Operating
before before income/ income

taxation taxation (loss)
BT BB T T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
DERITER Wholesale banking business 418,141 310,701 541,513 459,213
TERITER Retail banking business 292,424 274,556 609,145 569,824
eSS Treasury 174,832 54,178 175,118 91,019
HeREEW Fund investment (769,942) 102,658 (769,942) 106,817
ADBCE Unallocated 13,722 (93,712) 134,658 61,783
129,177 648,381 690,492 1,288,656

FERERITAMRAR CITIC KA WAH BANK LIMITED
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(CQ) oHER »
(b) BHEEH

(C) Segmental Information (conta)

(b) By geographical areas

—EENFEAXA=TH
As at 30 June 2008

EFER HEER WEER 1B Bl E R E R E

REX REX REX 5 5

Loans and Overdue Impaired Individual Collective

advances to loans and loans and impairment impairment

customers advances advances allowances allowances

BET T BET T BET T BT T BET T

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

B Hong Kong 53,345,476 325,693 386,252 89,391 127,668

F Mainland China 12,320,514 520,294 520,294 26,821 32,475

XEE USA 1,727,513 - - - 872

HA Others 8,030,981 31,207 31,207 11,445 16,332

75,424,484 877,194 937,753 127,657 177,347

—ETt+F+ZA=+—H
As at 31 December 2007

ERER ALK AEE R BRI A BAMME

&L PETN REGR A A

Loans and Overdue Impaired Individual Collective

advances to loans and loans and impairment impairment

customers advances advances allowances allowances

BT T BT T BT T BT T BB T T

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

B Hong Kong 46,888,980 183,628 254,867 29,969 142,348

s Mainland China 11,397,494 502,346 502,345 40,914 55,616

EE USA 1,787,427 - - - 1,618

EAh Others 5,759,529 51,034 - - 23,958

65,833,430 737,008 757,212 70,883 223,540
FiiE AR S EFAOREMEI D - I The above geographical analysis is classified by the location of the
DEERBEY HEASZIUHFIARNERSY counterparties after taking into account the transfer of risk. For
—HEHERNEERBREEEEZRINER a claim guaranteed by a party situated in a country different from
BEIEH o the counterparty, risk will be transferred to the country of the

guarantor.

BEHERNERRIEBBB=EANER - Overdue loans and advances are loans that have been overdue more

than three months.

BEER LB R EEREEEHIRRERE Impaired loans and advances are individually assessed loans which

B A E R AR ER -

exhibit objective evidence of impairment on an individual basis.
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(D) BHEFERRERN

(D) Overdue Loans and Advances to Customers

—EZENFXRA=TH
As at 30 June 2008

—EE+F+-_A=+—H
As at 31 December 2007

hEs HEP
BERREBR BRRER
HEEDE BEBDE
% on total % on total
loans and loans and
#B¥TFT  advances to BB T T advances to
HK$'000 customers HK$'000 customers
ER MR The gross amount of loans and
B - advances has been overdue
for periods of:
—3EALEE — 6 months or less but over
61E A 3 months 118,706 0.16 100,158 0.15
—6EANLERE — 1 year or less but over
14 6 months 178,123 0.24 55,274 0.08
—1F U E —over 1 year 580,365 0.77 581,576 0.88
877,194 1.17 737,008 1.1
AIEBEHEZR Y Secured overdue loans and
2R advances 675,154 679,136
EIEMAEER K Unsecured overdue loans and
2R advances 202,040 57,872
877,194 737,008
HEARMARE  Market value of collateral held
AR 2 AR against the secured overdue
mmE loans and advances 905,838 982,533
1B B (B 2 Individual impairment
allowance made 114,699 61,491

ERABEBRAZERRRRK
SEE YRR AEE -
2 - MREIMZE 5

EERSHFIR
)51 15 8 HA B2
D RERAREER

BAE - BERANDRRETER  R/LER
BB HERAR B IEERE - MUt ERE
BiRB EaUaEER - IO BT -

50 FERERITAMRAR CITIC KA WAH BANK LIMITED

Loans and advances with a specific repayment date are classified
as overdue when the principal or interest is overdue and remains
unpaid at the period end, loans repayable on demand are classified as
overdue either when a demand for repayment has been served on the
borrower but repayment has not been made in accordance 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.
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(D) BHIEFERRER @ (D) Overdue Loans and Advances to Customers (cont)
HRBHERRRZR AT ERFRAE2EBRSR Majority of collateral held in respect of the overdue loans and
BEMEWYE - /\Iﬂﬁﬁﬁﬂuum?—?é\Tﬂﬂ%ﬁ : advances is real estate properties. The eligible collateral should

generally satisfy the following:

(a) ZEEMNMEIABRRESATAGEL (@)  The market value of the asset is readily determinable or can be
WEMEE reasonably established and verified;
(by ZEEARTHEEERE_-_FHEAH (b)  The asset is marketable and there exists a readily available
B EELE secondary market for disposing of the asset;
() ARTHERERAERBEHMIBEN NRERE (¢)  The Bank’s right to repossess the asset is legally enforceable
TEREIEEMER : & and without impediment; and
(d) ARITEESEEAEZEEITEEGIE - (d)  The Bank is able to secure control over the asset if necessary.
[eREBEHRI 2T EREEAAKRELGEA The main type of “Eligible Collateral” is “Eligible Physical Collateral”
ml TEREEMEME - which mainly comprises real estate.
NZEENFAA=ZFTEEZEZE+LF+_A4 There were no advances to banks and other financial institutions
=+t—HB AEETERPARE=EAIETT which were overdue for over 3 months as at 30 June 2008 and 31
REME mME R - December 2007.
(E) Eb@mEiEE (E) Other Overdue Assets
—EENE ZTELF
AA=+H +TZA=+—H
As at As at
30 June 31 December
2008 2007
BET T BT T
HK$'000 HK$'000
A DS B 5 2 B E Available-for-sale securities which
has been overdue for:
—1FNUE — over 1 year 15,599 15,597

ZET)\FEFRHRSE  INTERIM REPORT 2008 5 1
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(F)

REAER

(F) Rescheduled Loans

—EEN\FXRA=T+H R FEF_A=+—H
As at 30 June 2008 As at 31 December 2007
HERE B
BEXRRBR BRRBHR
BERADE BEEADE
% on total % on total
loans and loans and
B¥FTr  advances to BB T T advances to
HK$'000 customers HK$'000 customers
WEHER Rescheduled loans 12,792 0.02 15,970 0.02

(G)

KEHERREERAR RPN E R EE
MEERMEETRABERNEAERATNR
o EERIERT MBS H A REM S W 3F
—REEGR - FPFEAERE MR EKAS
838 = {E A 3 2 70K 7 (D) FE ¥R A0 HAEA 3R

RZBEZENFNA=ZFTAER_ZEZLF+=A
Z+—H AEBTECEHNBEITREMS
BRAABEATR

e & E

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 2008 and 31 December
2007.

(G) Repossessed Assets

—EENF —ZTTLF
AA=+H +ZA=+—H
As at As at
30 June 31 December
2008 2007
BETT BT T
HK$'000 HK$'000
BEAARPERRBRE Included in loans and advances to
H b BRIEH customers and other accounts 65,996 37,773

HHEERAR -_ZZNEAA=ZTAE=_2ZL
FH-A=T - BANREEEMGEFHE -

FERERITARAR CITIC KA WAH BANK LIMITED

The amount represents the estimated market value of the repossessed
assets as at 30 June 2008 and 31 December 2007.
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(H) B3R ERE

BREESLEERREBEBREIZEFME
WEtHE  REERBRAZTNRZHF AR
o RERGHTRNBERN — 5 ELERE
BEREAREEEERTNBEREKEASD - RITR
Hip SRR T ERER S E @AM
EREZRMRES BERARRELBREER
10% A LM ERIBISR it Egan T

(H) Cross-border Claims

Cross-border claims are on-balance sheet exposures of counterparties
based on the location of the counterparties after taking into account
the transfer of risk. For a claim guaranteed by a party situated in a
country different from the counterparty, risk will be transferred to
the country of the guarantor. For a claim on the branch of a bank or
other financial institution, the risk will be transferred to the country
where its head office is situated. Claims on individual countries or

areas, after risk transfer, amounting to 10% or more of the aggregate
cross-border claims are shown as follows:

SRITR
Hih S pieE
Banks and NEBE
other financial Public sector Hit wEg
institutions entities Others Total
BET T BETT BET T BT T
HK$’000 HK$'000 HK$'000 HK$'000
—ZEENFEXA=T1H At 30 June 2008
BB KE Asia and Pacific excluding
Hong Kong 10,319,645 34,931 15,487,684 25,842,260
He g of which Australia 2,819,463 1,015 475,513 3,295,991
Heprh of which Mainland China 3,982,515 31,001 12,260,583 16,274,099
m#tk s Caribbean - - 3,118,632 3,118,632
ERHRE of which Bermuda = = 442,619 442,619
HOHESHES of which Cayman Islands - - 1,149,096 1,149,096
ERREHBARS of which British Virgin Islands - - 1,441,188 1,441,188
fris] 2 Western Europe 8,016,482 1,254 3,098,129 11,115,865
HAER of which France 768,341 - 722,691 1,491,032
HApEE of which Germany 728,049 - 21,001 749,050
H {5758 of which Netherlands 330,017 - 849,979 1,179,996
He 3 E of which United Kingdom 3,341,026 252 934,459 4,275,737
—“EE+F+-_H=+—H At 31 December 2007
BEBUIIEKE Asia and Pacific excluding
Hong Kong 12,793,868 112,353 14,251,739 27,157,960
E RN of which Australia 4,620,357 1,212 352,456 4,974,025
Erhd of which Mainland China 4,976,665 109,598 10,889,775 15,976,038
hnEhte s Caribbean - - 3,256,767 3,256,767
HEhBRE of which Bermuda - - 482,910 482,910
EhASHS of which Cayman Islands - - 2,185,974 2,185,974
HERRBHRHS of which British Virgin Islands - - 587,884 587,884
PR Western Europe 15,516,696 2,451 2,946,157 18,465,304
Hrp kR of which France 1,746,454 - 791,162 2,537,616
Hep{ERE of which Germany 3,394,903 - 2,287 3,397,190
HApfE of which Netherlands 1,593,567 - 886,191 2,479,758
HEE of which United Kingdom 3,789,650 402 566,492 4,356,544
—ZT \FEHRHHE  INTERIM REPORT 2008
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(1) FERBIFRITEFEBERE

FEAMIFRITH FRBRAESEETEAL
HOFRTTH F R BMELE Z ARAE - AT E
BRARTIRE GRITEKD) B3BRXTEE
B# R Bl A 3EIRTTH F R AGE R S 4E

n

Non-bank Mainland China Exposures

Non-bank Mainland China exposures are the Mainland China

exposures to non-bank counterparties.

The categories follow the

non-bank Mainland China exposures submitted by the Bank to
the HKMA pursuant to section 63 of the Hong Kong Banking

Ordinance.
—EENFXRA=TH
As at 30 June 2008
EERBERAN HEAERD

Y [ B R Y [ B R 18 BB EE

On-balance Off-balance Individual

sheet sheet FEE G impairment

exposure exposure Total allowances

BETT BT T BT BT T

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

R 5] (A 3 A 1 Mainland China entities 16,813,585 6,995,598 23,809,183 38,266
EEEANFAE Companies and individuals
A2 FEF B outside Mainland China

[SENSIVSEEPN where the credit is granted
for use in Mainland China 14,546,364 6,669,454 21,215,818 41,252
31,359,949 13,665,052 45,025,001 79,518
—ZEE+F+=-_A=+—H
As at 31 December 2007
BEABRA BERERN

B B A PR B B A 1B R E 2

On-balance Off-balance Individual

sheet sheet WBRE impairment

exposure exposure Total allowance

BT T BT BB T BB T

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

R A Mainland China entities 14,800,862 5,346,463 20,147,325 37,836
EEEARFAE Companies and individuals
A 2 FEFR E] outside Mainland China

SENSIVSEEPN where the credit is granted
for use in Mainland China 13,212,306 6,549,817 19,762,123 10,520
28,013,168 11,896,280 39,909,448 48,356
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(J) 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 is entrusted with the responsibilities
of group credit risk, financial institution credit risk, market risk,
operational risk, risk asset management and policy and 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.

The Bank appointed a Director of Risks in January 2008 to further
enhance the daily oversight of its risk portfolios. Following the
appointment, end-to-end reviews were conducted on various business
functions to ensure proper policies, procedures, practices, people and
systems have been in place.

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.
policy in respect of contingent liabilities as in respect of financial

The Bank applies the same credit

instruments recorded on the balance sheet, based on loan approval
procedures, use of limits to reduce risk and monitoring. Credit risk is
also minimised by obtaining collateral in the form of pledged assets
and guarantees from borrowers and third parties.

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

(iii)

Risk Management (conta)

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 applying the best market practices in liquidity
management by adopting the guidelines and recommendations of
HKMA. The structure of this Policy conforms to the “LM-1 Liquidity
Risk Management” issued by HKMA in 2004. The Policy applies
to the Bank 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.

An appropriate level of 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. For the six months ended 30 June 2008, the Bank’s
average liquidity ratio was 34.4% (31 December 2007: 40.8%). 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.
The Bank is also active in wholesale funding through the issuances
of Hong Kong dollar certificates of deposit (“CDs") so as to secure
a stable source of funding. For the six months ended 30 June 2008,
a total of HK$3.76 billion (31 December 2007: HK$4.13 billion) was
raised through several successful CD issuances.

Market risk management

Market risk is the risk of loss arising from the movements in market
variables such as foreign exchange rates, interest rates, equity and
commodity prices. The Bank’s short term trading positions and long
term strategic businesses inherit market risk 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 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.
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(J) Risk Management (cont'd)

(iii) Market risk management (cont’d)

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

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
was HK$1,546,000 and HK$518,000 during the six months ended
30 June of 2008 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 Terrorists’ 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%.
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(J) Risk Management (cont'd)

(iii) Market risk management (cont’d)

For the six months ended 30 June 2008, the average daily mark-
to-market revenue from the Bank’s trading portfolio and fund
investments (excluding structured investment vehicles) was a
gain of HK$68,000 (six months ended 30 June 2007: a gain of
HK$2,148,000). The standard deviation of the daily revenue was
HK$665,000 (six months ended 30 June 2007: HK$2,388,000). The
graph below shows a histogram of the Bank’s daily mark-to-market
revenue for the six months ended 30 June 2008.

—EEN\FEL¥FTETERAEBSMFE
Daily Distribution of Mark-to-Market Revenue for the Six Months Ended 30 June 2008
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From the graph above, the maximum daily mark-to-market gain was
HK$1,935,000 (six months ended 30 June 2007: HK$7,879,000)
and the maximum daily mark-to-market loss was HK$3,587,000 (six
months ended 30 June 2007: HK$7,357,000). Out of the 126 trading
days for the period, there were 62 days with mark-to-market gains
and 64 days with mark-to-market losses. The most frequent range
of daily mark-to-market revenue was between a loss of HK$500,000
and HKSNil (six months ended 30 June 2007: between an income
of HK$1,000,000 and HK$1,500,000), with the highest occurrence
of 52 days.
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(J)
(iii)
(a)

Risk Management (conta)

Market risk management (cont’d)

Currency risk

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
2008, the Bank's average daily trading profit and loss from foreign
exchange positions was a profit of HK$41,000 (six months ended
30 June 2007: a profit of HK$34,000) with a standard deviation of
HK$281,000 (six months ended 30 June 2007: HK$136,000).

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

—EETN\FXA=+AH
As at 30 June 2008

EH AR¥E Hih &% M
HERBETT Equivalent in HK$'000 usbD Renminbi Others Total
REEE Spot assets 41,003,024 2,039,102 4,026,717 47,068,843
BEAaE Spot liabilities (36,244,400) (1,689,648) (6,876,965) (44,811,013)
EEE A Forward purchases 27,245,647 6,975,797 10,503,940 44,725,384
REAFH Forward sales (31,911,649) (6,962,794) (7,628,738) (46,503,181)
RRBFHE Net long position 92,622 362,457 24,954 480,033
EERFERE Net structural position - 227,437 48,469 275,906
—ZEE+F+=-_A=+—H
As at 31 December 2007
E AR HthEH “aE
HERBETT Equivalent in HK$'000 usD Renminbi Others Total
HWEEE Spot assets 38,538,910 1,255,843 5,102,714 44,897,467
BEAaE Spot liabilities (34,921,047) (891,646) (7,187,422)  (43,000,115)
REHEA Forward purchases 25,333,018 8,026,722 9,424,640 42,784,380
REAEFH Forward sales (28,515,984) (8,016,877) (7,328,437) (43,861,298)
£ A8 F4E Net long position 434,897 374,042 11,495 820,434
EERFE Net structural position - 213,555 48,559 262,114

HRRFEERRSERAENERERE
SEAHE o

The net options position is calculated by using the model user
approach which has been approved by the HKMA.
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Risk Management (conta)

Market risk management (cont’d)

Interest rate risk

The Bank’'s ALCO oversees all interest rate risks arising from the
These
interest rate risks comprise maturity gaps, basis risks among different

interest rate profile of the Bank’s assets and liabilities.

interest rate benchmarks, yield curve movements, interest rate
re-pricing risks and risks from embedded options, if any. ALCO
supervises management of 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 uses 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 also adopts hedge accounting principles, under which the
fair value changes of the AFS/NTL securities and the corresponding
hedging derivative instruments are offset against each other.

For the half-year ended 30 June 2008, the Bank’s average daily
trading profit and loss from interest rate positions was a gain of
HK$53,000 (six months ended 30 June 2007: a loss of HK$40,000)
with a standard deviation HK$515,000 (six months ended 30 June
2007: HK$248,000).

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.
the Bank’s capital adequacy ratio and core capital adequacy ratio
were 15.6% (31 December 2007: 15.8%) and 10.2% (31 December
2007: 10.3%) respectively as at 30 June 2008. Certain financial
subsidiaries, as specified by the HKMA, are subject to the HKMA's
capital requirements for its regulatory supervision purposes.

As disclosed in note (A) above,
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(J) Risk Management (cont'd)

(v)

Operational risk management

Operational risk is the risk of loss resulting from inadequate or failed
internal processes, people and systems or from external events.

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

- recognises 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 CRMC;

- defines the Bank’s organisational 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, centralised
function, including the approval of operational risk and control
limits under authorities delegated by OCC where necessary;

- to develop and monitor 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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(J)
(v)

Risk Management (conta)

Operational risk management (cont’d)

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

- The Operational Risk Management Policy, which includes
the operational risk management framework to ensure
that operational risks are consistently and comprehensively
identified, assessed, monitored and controlled, have been
established and approved.

- Material operational risk exposures are managed through a
framework of policies, procedures, processes and indicators.

- Various operational risk management programmes, such
as self-assessment exercises and key risk indicators, for
assisting the Bank in identifying, assessing, mitigating and
reporting operational risk have been developed and are being
progressively rolled out. The programmes will be continuously
updated, expanded and enhanced.

- 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 by various
functional units before they are approved by the Bank'’s
senior management 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 Bank Run Drill for sudden and
massive customer withdrawal due to market rumours or
other factors is tested bi-annually.

- The examination and evaluation of the adequacy and
effectiveness of the Bank’s internal control system is
independently conducted by the Audit Department on
an on-going basis. The audits cover all material controls,
including financial, operational and compliance controls
as well as risk management functions.



REBERMBERER

Unaudited Supplementary Financial Information

(J)
(vi)

(vii)

RRERE #

EEREBEE
AOTREAABEAREELRREENRINER
FMEERT  THRHBEEEL  UAREAR
mMERF NEVEEEAMETLENE
B o RITIE S BEEED KR BIFT LR A2
Fr SETTE MM AR AT - 3005 B A P A0 = K
IBZERRMEFAREE - TR EH
T2 FF IARE GROR R R X B - B EMER
ERK  EZRRARABBAATERZRES
MEEERABEITER -

ARTMEREA R REMPIRMIEREAR
MEBERRXE —EREBRRNEERH -
E-ZZN\FLEEEF  EZERARB2EZE
MERMEBORRIE BE2HRBERS
REEAKN IMHEH  WEARTRERERE
EARMEFBENEETINREER - &£
TEENFTHEF ATBESFIERRA
HEl - HEHEATREAERETHNIIE -

EHRBERRER
RRENHENEEREERFERSILE
AITHEREEERRENEHE2MRE I
HEGIERATESGMEERRE  XAEXTF
ERREBERBRET c RPN RERTHE
BMAHZAREEE ATHNEERZESE
BTSSR  BERNEEATHRBEREEE
B WEERTESSEBOBE - LR
FHE aE RS - DA R .

(J)
(vi)

(vii)

Risk Management (conta)

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
training. 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 2008, 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
second half of 2008, we will continue to support LCD as a critical
mission-important function of the Bank.

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
maximise 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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(K) Additional Information on Structured

(i)

(i)

Investments

Structured Investment Vehicles (“SIVs")

During the year ended 31 December 2007, the Group wrote down
HK$1,311.2 million for the changes in fair value of its SIV investments,
which comprised Beta Finance Corporation (“Beta”), Five Finance
Corporation (“Five”), Victoria Finance Limited (“Victoria”) and
Whistlejacket Capital Limited.

During the period ended 30 June 2008, the Group made a further
write-down of HK$717.9 million for Beta and Five and thus all SIV
investments were fully written off. As at 30 June 2008, the Group
did not have any exposure on SIVs.

Collateralised Debt Obligations (*CDO")

In November 2007, one of the Group's SIV investments, Victoria, was
restructured into a fully-funded vehicle with long-term funding (the
“Restructuring”) called Farmington Finance Limited (“Farmington”).
The Farmington vehicle is considered as a cash flow CDO. The
nominal value of the CDO was US$120.0 million (HK$935.9 million)
on the date of restructuring.

Under the Restructuring, the Group’s US$120.0 million capital notes
in Victoria were exchanged into US$120.0 million capital notes issued
by Farmington. The capital note of US$120.0 million represents the
equity tranche. At the time of the restructuring and as of 30 June
2008, the long-term funding obtained by Farmington was rated
“AAA" while the US$114.0 million new Farmington capital note
was rated “BBB”. The remaining US$6.0 million capital note was
not rated.

The capital notes are accounted for as available-for-sale securities by
the Group and their book carrying value as at 31 December 2007
was US$71.0 million (HK$553.8 million) based on their net present
value (“NPV") of 59.2%. The NPV is determined based on the
discounted future cash flow of the underlying investment portfolio
considering that the vehicle will be maintained until all assets mature
and there are no defaults in the portfolio. As at 30 June 2008, the
NPV and the book carrying value of the capital notes have increased
to 70.3% and US$84.4 million (HK$658.0 million) respectively. The
improvement in NPV was due to the lower interest rates during the
period and certain reinvestments by the investment manager that
helped to enhance cash flows.
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(i)

Investments (conta)

Collateralised Debt Obligations (“CDO") (cont’d)

As at 30 June 2008, the underlying investment portfolio of Farmington
continued to meet projected cash flows. The portfolio quality showed
some deterioration in line with the general credit markets. However,
the portfolio is well diversified amongst some 400 assets in diverse
classes, with approximately 91.6% rated A- or above, 6.0% rated
between BB- to A-, and only 2.4% rated CCC+ or below as at 30
June 2008. The portfolio of Farmington consists of approximately
7% in debt securities of financial institutions, approximately 15% in
monoline guaranteed financial institution securities, approximately
17% in residential prime mortgage-backed securities, and the
remaining 61% in other structured credit securities. As at 30 June
2008, the Weighted Average Life of the whole portfolio was 3.63
years. The Group considered the portfolio’s direct exposure to sub-
prime related mortgage backed securities not to be significant.

As customary in most CDOs, Farmington is subject to certain trigger
events that take into account the credit quality of the underlying
assets and the cash flows of the portfolio. In the event that any
such event is triggered, the senior debt provider will have the right

to realise the collateral in the portfolio.

As part of the arrangement, the Group provided the senior debt
provider with partial credit protection against non-performance of
Under the
terms of the CDS, the Group is responsible for the first loss of the
portfolio for up to a notional value of US$347.3 million (HK$2,708.3
The CDS was accounted for as an outstanding contingent

Farmington by way of a credit default swap (“CDS").

million).
liability in the Group’s accounts as at 31 December 2007, and the
amount remained unchanged as at 30 June 2008. Up to the date of
this report, there was no settlement request claimed on the CDS nor
was there any indication that the deterioration in the credit quality
of the underlying assets of Farmington has threatened Farmington's
ability to meet its payments under the long-term senior debt as they
become due, as such, no provision is considered necessary in respect
of the CDS for the period. However, the Directors note that there are
continuing uncertainties in the global credit and financial markets,
the full future impact of which is unknown.

Other than the above Farmington CDO investments, the Group has
not made nor does it hold any other CDO investments as at 30 June
2008.
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FERERITAMRAR CITIC KA WAH BANK LIMITED

Independent 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
41 which comprises the consolidated balance sheet of CITIC Ka Wah
Bank Limited as of 30 June 2008 and the related consolidated income
statements, and consolidated statement of changes in equity and condensed
consolidated cash flow statement 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 2008 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

21 August 2008
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Operating Environment

Strong economic expansion in China and Hong Kong helped
to fuel sustained high growth in local and cross-border China-
related lending in the first half of the year. With the successive
interest rate cuts in the US, the interest spread between the Prime
Lending Rate (“Prime”) and the Hong Kong Interbank Offered Rate
("HIBOR") stayed at the normalised level of 3.5% or above for
most of the time during the period. Asset quality remained benign
and stable which also augured well for the growth of the lending
business for local banks.

Nevertheless, the banking sector must inevitably be cautious
of the potential impact of some of the challenges in the global
macro economy, including the vulnerability of the US economy
which continues to be plagued by its sub-prime mortgage issues,
commodity and food prices led global inflationary pressures,
tightening market liquidity, stock market volatilities and the possible
upward trend in the interest rate cycle.

Benefiting from the vibrant economic conditions in China and
Hong Kong in the first half of the year, CITIC Ka Wah Bank
Limited (the “Bank”) stayed focused on its mission to position
itself as its customers’ “"China Bank of Choice” in Asia. Apart
from strengthening the foundations of its core businesses in
Greater China, great emphasis was placed in enhancing its abilities
to create and deliver timely and innovative client solutions to
individual and corporate customers, as well as to expand its
customer and geographic reach in Asia. As a result, its wholesale
banking business and treasury and markets operations performed

particularly well compared to a year ago.

However, the Bank's solid core business performance was
compromised by the continuing difficulties in its investments in two
remaining structured investment vehicles (“SIVs”). As mentioned
in the Bank's annual accounts for 2007, the net asset values of
these two SIVs continued to come under pressure in the persistent
deterioration of the global credit and capital markets since last
year-end. As a result, the Bank has fully written down its remaining
HK$718 million exposure to these two SIVs in the first half of the
year. (See Business Development — Treasury and Markets Group for

full details on the Bank’s remaining fund investments portfolio.)
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Business Performance

Earnings

The Bank delivered solid core business performance in the first
half of 2008. Its net interest income and net fee and commission
income grew by 38.3% and 13.4% respectively compared to
the same period in 2007. Nevertheless, impacted by the afore-
mentioned marked-to-market write-downs from its investments in
SIVs, the Bank only registered operating profit before impairment
allowances of HK$56 million for the period under review.

After taking into account HK$9 million in net impairment provisions
written back and HK$37 million in profit on disposal of available-
for-sale securities, the Bank reported a net operating profit of
HK$102 million. Coupled with HK$28 million in revaluation gain
on investment properties as well as other items and income tax,
the Bank’s profit attributable to shareholders totalled HK$107
million, which represented a 80.1% decline compared to the first
half of 2007. Excluding fund investments and SIV-related marked-
to-market write-downs, the Bank would have reported a 69.0%
year-on-year growth in core operating profit after impairment and
other items to HK$872 million, while net profit attributable to
shareholders would have increased 66.3% to HK$750 million.

Net Interest Income

The Bank’s net interest income for the first half of 2008 grew
38.3% year-on-year to HK$852 million. This primarily reflected the
Bank's continued expansion in its loan portfolio and the gradual
repricing of its loan portfolio given the overall tightening in the
local credit market. It was also helped by the increase in its interest
free capital as a result of the HK$2.5 billion capital injection from
CITIC International Financial Holdings Limited (“CIFH"”) in December
2007.

Nevertheless, the Bank’s net interest margin was affected by the
sharp increase in liquidity cost as a result of intense competition
from industry peers during the period to build customer deposits
and the pressures exerted on deposit margins. After adjusting
for the funding cost of its remaining fund investments, the Bank’s
net interest margin fell 10 basis points compared to a year ago to

1.76%.
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Non-Interest Income

The Bank’s net fee and commission income grew by a healthy 13.4%
year-on-year in the first half of 2008 to HK$437 million. The main
drivers for this growth were a 31.3% increase in corporate loans
related income, a 17.9% increase in wealth management related
income, and a 32.8% increase in trade bills commissions. However,
impacted by the marked-to-market write-downs from the SIVs, the
Bank reported HK$162 million in net loss in non-interest income for
the period compared to a non-interest income of HK$672 million
for the same period in 2007.

Operating Expenses

The Bank is vigilant in its cost control disciplines and requires all its
core businesses to manage operating expense growth within income
growth. Operating expenses rose 7.1% in the first half of 2008
compared to a year ago. During the period, the Bank continued
to invest in recruiting and retaining high quality professionals and
management talents in order to prepare for its development into
a regional bank. As a result, staff costs (which typically account
for over 50% of the Bank’s total operating expenses) rose by
5.9% year-on-year. The Bank’s cost-to-income ratio for the period
increased from 46.0% in the first half of 2007 to 92.0% in the
current period, due primarily to the marked-to-market write-downs
from the SIVs.
core businesses alone would have improved to 43.5%.

Its cost-to-income ratio based on the results of its

Impairment Allowances

With the expected gradual normalisation of the credit cycle, the
Bank stayed alert on its risk management disciplines and lent
conservatively to protect its asset quality. During the period
under review, the charge in the Bank’s individually assessed loans
increased 39.5% year-on-year to HK$77 million, while the write-
back on its collectively assessed loans amounted to HK$37 million.
Bad debt recoveries increased 88.3% to HK$49 million, however,
in the absence of any impairment losses on properties, the Bank
recorded a net write-back of HK$9 million in impairment provisions
for the current period. This compared to a HK$72 million net
charge in impairment provision for the first half of 2007.
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Asset Quality

Asset, Loan, and Deposit Sizes

At the end of June 2008, the Bank’s total assets stood at HK$110.2
billion, comparable to the 2007 year-end level. This largely reflected
the Bank’s gradual exit from its fund investments business and
It should be noted,
however, that despite the general tightening in market liquidity,

adjustments in its overall trading portfolio.

the Bank’s wholesale lending business continued to generate strong
growth. As a result, total loans increased by 13.7% compared to
the previous year-end to HK$76.6 billion. Total deposits meanwhile
decreased by 8.0% compared to the previous year-end to HK$83.6
billion, as customer deposits fell 6.2% due to the general tightening
of market liquidity and the low interest rate environment.

Asset Quality Indicators

The Bank continued to maintain satisfactory asset quality during the
period. In July 2008, Fitch Ratings and Moody’s affirmed the Bank's
Fitch Ratings
expects that stronger cooperation between the Bank, China CITIC

credit rating at “BBB+” and “Baa2” respectively.

Bank Corporation Limited (“CNCB"”) and Banco Bilbao Vizcaya
Argentaria, S.A. (“BBVA") post-privatisation of CIFH will help the
Bank’s steady transformation into a Hong Kong-based regional
financial solutions provider for Chinese, Hong Kong and other
regional corporates. Meanwhile, the Moody’s rating was derived
from the Bank’s solid capital position and capital management
practices.

Financial Position

As at the end of June 2008, the Bank reported its capital adequacy
ratio at 15.6%. As a result of the general liquidity tightening in the
market, its liquidity ratio and loans to deposits ratio stood at 34.4%
and 91.6% respectively. However, active deposit management
as well as asset and liability management programmes have seen
its liquidity ratio gradually trending up while its loans to deposit
ratio has trended down to around the 85% level by the end of
July 2008.
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BEART B E Capital adequacy 15.6% 15.8%
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FHRBES X Average liquidity 34.4% 40.8%
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Calculated by dividing the sum of individually assessed impairment

allowances and collateral of impaired loans by the gross impaired

loans.

Business Development

Retail Banking Group (“RBG")

Despite challenges posed by the sharp market volatilities and the
uncertain economic outlook during the period, RBG delivered
sustained earnings growth and reported net profit before tax of
HK$292 million in the first six months of the year, representing
a 6.5% growth over the same period in 2007. Total fee and
commission income grew 6.3% year-on-year to account for over
42.6% of total operating income for the business unit. Wealth
management-related fee income continued to be a key contributor
with a 17.9% year-on-year growth, driven primarily by the timely
roll-out of a variety of defensive yield enhancement client solutions
as well as other recurring income and currency-related products.
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The Bank’s signature wealth management platform, CITICfirst, grew
from strength to strength in service offering and market awareness.
Since its launch in March 2006, it has maintained a steady growth
As at
the end of June 2008, its total client assets under management

in its customer base amidst intense market competition.

have reached HK$36.5 billion. Its total number of customers has
further increased by 16% since the previous year-end to surpass
12,000 at the end of June.
customers acquired during this period, over half were new-to-bank

Furthermore, of the new CITICfirst
customers.

To deliver on its commitment to innovate and create a differentiated
customer experience, the Bank continued to invest in the expansion
and revamp of its CITICfirst centres which currently totalled 12
within the Bank’s existing branch network, paving way for a bigger
and better environment for servicing clients.

The Bank’s retail loan book grew moderately by 4.2% during
the period compared to 2007 year-end. RBG adopts a prudent
approach in the area of consumer lending and new businesses
are extended on a heavily collateralised basis. As part of its on-
going risk management discipline, the entire existing portfolio
was reviewed during the period for its robustness and to ensure a

consistent customer-centric approach in its business strategy.

Wholesale Banking Group (“WBG")

WBG's strategy to deliver comprehensive value-added solutions to
its Asian clientele continued to pay off with encouraging results
in the first half of 2008.
year-on-year to HK$418 million. Its net interest income grew by

Its net profit before tax grew 34.6%

20.6% year-on-year, while non-interest income rose 13.4% year-
on-year to account for 35.5% of total operating income for the
business unit.
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As a result of its focused efforts to enhance cooperation with
CNCB (also see China Banking below) and to diversify its client
portfolio in Asia, WBG recorded a solid growth of 17.4% in its
loans compared to 2007 year-end. The aggregate underwritten
amount of loan syndication activities for the first half of 2008
increased by 22.2% year-on-year to HK$5.6 billion from a total
of 25 deals. Trade finance volume and bills commission for Hong
Kong grew significantly by 57.2% year-on-year to HK$19.7 billion
and 47.3% year-on-year to HK$30 million respectively. Income
from cross-selling of Treasury and Markets solutions also grew by
over 60% in the first half of 2008.

While performance improvements were registered across all its
business lines, WBG’s most valued achievements lie in its success
in upgrading the quality of its client portfolio and in further
expanding its core customer relationships, in part through referrals
from CNCB and through the strengthening of its product capability.
Riding on its cooperation with CNCB, WBG was able to establish
core banker status with a number of new customers or with
existing relationships by providing timely and innovative value-
enhancing financing solutions to help address the tight foreign
currency credit environment in China. At the same time, through
its loan syndication and commercial real estate lending activities,
WBG was also able to expand its client coverage to include large
Asian regional corporates.

Separately, WBG continued to make steady progress spearheading
the Bank’s regional expansion plan. Preparation for the application
of a branch licence in Singapore is well underway, with an initial
target to commence operations by early 2009.

China Banking

The Bank’s wholly-owned China-incorporated subsidiary bank,
CITIC Ka Wah Bank (China) Limited (“CKWB China”), officially
commenced business in April 2008. Headquartered in Shenzhen
with branches in Shanghai and Beijing, CKWB China will serve as
the business platform for the Bank’s China related business as well
as the Bank’s onshore cooperation with CNCB and BBVA.

ZET)\FEFHRSE  INTERIM REPORT 2008

/3



74

THEREE
Report Of Chief Executive Officer

“EE N\FL¥FHEEBEIHEFERTR
HipEF AR ZENAERES T — @K
K —BRNEF EFFHPERTHEAMP
EFRARENERTEKRNERLZNEERZE
—BA—TEET -

BBENERITHERCRAERES
A EFPHER—EREXNER  RTAD
RBEFEMABRMEEMITENERS - =
EBANERFEBUEEIERS IEATENE
g E¥FEIEDSEER -

ATHRAPERTETSEREINEANEEE
FTRRER BETEPHERZBAIMIE
flan - StERIMNEFEE R KA SIE MG
Ao RITR—ERERTABEEXEFEI
EBHEMFEIRESE EEFOHER
TRAETEE - R NTHELERENIEE
RERTEBIMMARENEZRERSE - B
EPRENERERAL BT ARBERNE
wRMEZNE  BRXEMPERITEPE
P BEAEF —F HE S TREPER
TENNEIMMNEBE BB TERTT

B & A
MEBPRNETERTHERERBITHRETS
- NIRRBEREFPIERMNESN - EIF AR
BREMNRET  AIARRTEEPMHKE -
ML AR REBUETRER  BEE
—TREET AR RILAREL SR
EEREFPHELERAATRTNREHBE
Teoltsh EEFEFHMEERNTRNEE
R - BRI R 1% B R P #E B B R H N K B
R e A G DA B AR R AR B SN EE [ K2 T
FEOARBEIRBERAGOF -

FERERITAMRAR CITIC KA WAH BANK LIMITED

In the first half of 2008, China Banking was responsible for
bringing the Bank's cooperation with CNCB and other CITIC
Group subsidiaries to new heights. Approved facilities arising from
business referrals during the period reached HK$11 billion.

Through consistent strengthening and implementation of the
global account / field account customer relationship management
model in cooperation with CNCB, further progress was made in
the development of new products which effectively leveraged both
banks’ competitive advantages in the areas of foreign currency
trading, credit solutions and structured trade products.

Seamless cooperation between the Bank and CNCB has delivered
value-enhancing solutions which attracted encouraging client
responses. For instance, approved trade lines of up to HK$5 billion
were established in the first half of the year for overseas operations
for some of CNCB's large corporate clients. This was the result of
an offshore trade finance programme that the Bank launched to
help meet the foreign currency financing needs of these clients.
Another trade programme involving the refinancing of letters of
credit (“LC") and non-LC trade instruments was well received by
other CNCB’s clients as it helped to lower their foreign currency
financing costs and allowed them to capture the foreign currency
upside from the expected RMB appreciation. This programme
generated over US$40 million in trade refinance business referred
from CNCB in the second quarter of the year alone.

Treasury and Markets Group (“TMG")

TMG worked closely with RBG and WBG to enhance its client
solutions capabilities during the period. A total of seven structured
deposit products were introduced to help enhance yields against
a generally low savings rate environment, attracting a total of
TMG also
successfully launched the Bank's first own-manufactured privately-

HK$2.6 billion from the Bank’'s retail customers.

placed equity linked note for the Bank’s wealth management
customers. Meanwhile, wholesale banking demand for treasury-
related products increased significantly, particularly in the area of
interest rate hedging and swap products to help clients lock in cost
of funding, and in RMB non-deliverable forward contracts to help
hedge against RMB foreign exchange risks.
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TMG also did well in its money market operation. Having prudently
managed the Bank’s short-term investment portfolio in anticipation
of the down-trend of the USD and HKD interest rates since the third
quarter of last year, the money market gapping activities generated
excellent returns in the first half of 2008.

In the area of fund investments, the Bank is progressing with its
plans to exit this business and has completed the redemption of all
the funds of hedge funds within its alternative investment portfolio
by the end of June 2008. The only investments remaining in the
portfolio are portable alpha mandates which had a market value of
It is the
management’s intention to redeem these mandates in September
2009.

approximately HK$667 million at the end of June 2008.

As at 30 June 2008, the net asset values (NAVs) of the Bank's
two remaining SIVs, namely, Beta Finance Corporation (“Beta”)
and Five Finance Corporation (“Five"”), have fallen to -12.3% and
-8.5% respectively. Accordingly, the Bank has written down the
full remaining carrying value of the two SIVs at an equivalent of
HK$718 million for the first half of 2008.

As at 30 June 2008, the net present value (“NPV") of Farmington
Finance Limited (“Farmington”), a fully-funded cash flow
collateralised debt obligation restructured (the “Restructuring”)
from the Bank’s previous capital notes investment in the SIV Victoria
Finance Limited (“Victoria”), stood at 70.3%. This compared to an
NPV of 59.2% for Farmington at the end of December 2007. As at
end-June 2008, the underlying investment portfolio of Farmington
continued to meet projected cash flows. The portfolio quality
showed some deterioration in line with the general credit markets,
but it is well diversified amongst some 400 assets in diverse classes.
(See Note (K) in the Unaudited Supplementary Information for

further details on Farmington.)
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Risk Management

Continuous investments were made during the period to upgrade
its risk infrastructure, both in terms of systems and professional
skill sets. A holistic approach is embraced to strengthen the Bank’s
overall risk management framework, in particular in the areas of
balance sheet and liquidity management, credit risk governance
and portfolio management best practices.

Management stays alert to the rapid changes in the Bank’s
operating environment in order to anticipate and identify potential
shocks or new and unforeseen risks as these may emerge. Rigorous
risk management disciplines are consistently applied across the
Bank’s business portfolios which are subject to on-going watch lists
and reviews by the Early Alert Committee. Relationship managers
stay in close contact with all customers to understand their needs
and changing circumstances.

Meanwhile, the Bank is also in the process of upgrading its market
risk systems and capabilities as it repositions its treasury operations
to support its regional expansion strategy.

Attention is also given to the management of operational and
strategic risks, as well as the planning of economic capital

implementation in compliance with Basel Il requirements.

Chan Hui Dor Lam Doreen
President and Chief Executive Officer

Hong Kong, 21 August 2008
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