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16 Maturity profile

At 30/6/2002

ZEBU —FEUE
=@ER LtE-—%F ERLF
5T Oneyear Fiveyears
ENRHE R Three or lessbut orless RELE  EHHA
Repayable ~ months over three  but over Over =) aEt
on demand or less months  oneyear fiveyears  Undated Total
HK$000 HK$000 HK$000 HK$000 HK$000 HK$E000 HK$ 000
Assets
Cash and short-term
funds 640,783 16,720,744 406,703 - - - 17,768,230
Placements with banks
and other financial
institutions maturing
between one and
twelve months - 3434169 331,433 - - - 3,765,602
Certificates of deposit held - 399350 753314 800,079 - - 1,952,743
Debt securities included in:
—Held-to-maturity
securities - 259,012 753,177 2,534,803 235,608 39,000 6,157,600
—Trading securities - - 36,476 259,587 - - 296,063
—Non-trading securities - 39,152 179,792 835,260 - — 1,054,204
Advancesto customers 1,244,698 1,654,021 2,557,150 12,295,416 11,816,432 905,424 30,473,141
Advances to banks
and other financial
ingtitutions - - - 6,240 - - 6,240
1,885,481 24,842,448 5,018,045 16,731,385 12,052,040 944,424 61,473,823
Liabilities
Deposits and balances
of banks and
other financial
institutions 193,515 1,242,580 65,925 - - - 1,502,020
Current, fixed, savings
and other deposits
of customers 10,707,365 35,991,534 1,868,810 82,027 - — 48,649,736
Certificates of deposit
issued - 350,000 110,000 1,187,000 - — 1,647,000
Short positionsin
Exchange Fund Bills
and Notes - 2,499,364 297,733 14,090 - - 2,811,187
10,900,880 40,083,478 2,342,468 1,283,117 - — 54,609,943
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At 31/12/2001

=@EAN —&FME
=@EBR LtE-—%F ERLF
BT Oneyear Fiveyears
ENRFE R Three or lessbut orless RAELE  EFH
Repayable ~ months over three  but over Over BB BEt
on demand or less months  oneyear fiveyears Undated Total
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
Assets
Cash and short-term
funds 473962 17,485,387 966,003 - - — 18,925,352
Placements with banks
and other financia
institutions maturing
between one and
twelve months - 4,365,105 1,095,015 - - - 5,460,120
Certificates of deposit held - 295736 696,400 610,760 - - 1,602,896
Debt securities included in:
— Held-to-maturity
securities - 2,651,677 402,322 2,922,266 124,747 39,000 6,140,012
— Trading securities - - - 327,99 - - 327,995
— Non-trading securities - 20,067 117,378 1,173,493 - - 1,310,938
Advancesto customers 1,315,134 1,397,755 2,631,900 11,193,856 11,236,547 1,198,535 28,973,727
Advances to banks
and other financia
institutions - - - 9,360 - - 9,360
1,789,096 26,215,727 5,909,018 16,237,730 11,361,294 1,237,535 62,750,400
Liabilities
Deposits and balances
of banks and
other financia
institutions 263,846 975,759 16,187 - - - 1,255,792
Current, fixed, savings
and other deposits
of customers 10,374,361 36,555,797 2,468,152 206,501 - — 49,604,811
Certificates of deposit
issued - - 550,000 560,000 - - 1,110,000
Short positions in
Exchange Fund Bills
and Notes - 4,076,333 64,615 1,025 - - 4,141,973
10,638,207 41,607,889 3,098,954 767,526 - - 56,112,576
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(b)

©

Share capital
30/6/2002  31/12/2001
HK$ 000 HK$ 000
Authorized:
300,000,000 shares (2001: 300,000,000 shares)

of HK$5 each 1,500,000 1,500,000

Issued and fully paid:
232,190,115 shares (2001: 232,190,115 shares)

of HK$5 each 1,160,951 1,160,951
Reserves
30/6/2002 31/12/2001
HK$ 000 HK$ 000
Capital reserve 57,500 57,500
Investment properties revaluation reserve 1,058,778 1,058,778
Investment revaluation reserve 83,537 68,934
General reserve 1,003,730 1,003,730
Retained earnings 4,381,160 4,215,293
6,584,705 6,404,235
Representing:
Bank and subsidiaries 6,604,767 6,419,499
Jointly controlled entities (19,907) (15,290)
Associated company (155) 26
6,584,705 6,404,235
The Group’s capital reserve was set up in relation to the capitalisation by certain

subsidiaries of their retained earnings for the issue of new shares to the Bank.

The general reserve is comprised of the previous years' transfers from retained
earnings and the inner reserve.

Thedirectors declared an interim dividend of HK$76,623,000 (2001: final dividend
of HK$215,937,000) after the period end which will be deducted as an appropriation
of retained earnings in the year ending 31 December 2002 (note 6).
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(b)

Off balance sheet exposures

Contingent liabilities and commitments

The following is a summary of the contract amounts of each significant class of
contingent liabilities and commitments, and the aggregate credit risk weighted

amounts:

Contract amount

Direct credit substitutes

Transaction-related contingencies

Trade-related contingencies

Other commitments with an original maturity of
— Under one year or which are unconditionally

cancellable

— One year and over

Credit risk weighted amount

Derivatives

30/6/2002  31/12/2001
HK$ 000 HK$ 000
834,497 587,018
29,847 31,296
438,207 510,787
5,652,676 6,080,438
2,316,542 2,526,998
9,271,769 9,736,537
2,088,933 1,935,992

The following is a summary of the notional contract amounts, credit risk weighted
amounts and replacement costs of each significant type of derivatives, without
taking into account the effect of bilateral netting arrangements:

Contract amount
Exchange rate contracts

Forward contracts

— Hedging

— Trading

Options written

— Trading

Options purchased

— Trading

Interest rate contracts
Futures contracts
— Trading
Interest rate swaps
— Hedging

Equity contracts
Options written
— Trading
Options purchased
— Trading

30/6/2002  31/12/2001
HK$ 000 HK$' 000
1,310,778 2,700,676
235,749 153,723
310,052 189,537
306,079 181,001
2,162,658 3,224,937
990,000 564,000
1,245,749 1,811,525
2,235,749 2,375,525
449,135 198,721
424,175 182,673
873,310 381,394
5,271,717 5,981,856

25
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Off balance sheet exposures (continued)
Derivatives (continued)

The trading transactions include positions arising from the execution of trade
orders from customers or transactions taken to hedge those positions.

30/6/2002 31/12/2001
HK$ 000 HK$ 000

Credit risk weighted amount
Exchange rate contracts 7,325 10,829
Interest rate contracts 9,767 13,010
Equity contracts 13,281 6,565
30,373 30,404

Replacement cost

Exchange rate contracts 5,607 10,819
Interest rate contracts 16,257 31,602
Equity contracts 1,110 2,049
22,974 44,470

The contract amounts of these instruments indicate the volume of transactions
outstanding as at the balance sheet date and do not represent amounts at risk.

The credit risk weighted amounts are the amounts which have been calculated in
accordance with the Third Schedule of the Banking Ordinance and guidelines
issued by the Hong Kong Monetary Authority. The amounts calculated are
dependent upon the status of the counterparty and the maturity characteristics of
each type of contract.

Replacement cost is the cost of replacing all contracts which have a positive value
when marked to market (should the counterparty default on its obligations) and
is obtained by marking to market contracts with a positive value. Replacement
cost is a close approximation of the credit risk for these contracts at the balance
sheet date.

Capital and lease commitments

Capital commitments

30/6/2002  31/12/2001
HK$ 000 HK$ 000
Contracted but not provided for 43,092 54,872
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20 Capital and lease commitments (continued)

(b) Lease commitments
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(b)

The Group as lessee

At 30 June 2002 and 31 December 2001, the Group had future aggregate
minimum lease payments under non-cancellable operating leases as follows:

30/6/2002 31/12/2001

HK$000 HK$ 000
Land and buildings
— Not later than one year 7,561 10,829
— Later than one year and not later than five years 3,089 3,607
— Later than five years - 162
10,650 14,598
Other equipment
— Not later than one year 43 43
10,693 14,641

The Group as lessor

At 30 June 2002 and 31 December 2001, the Group had contracted with tenants
for the following future minimum lease receivables:

30/6/2002 31/12/2001

HK$000 HK$ 000

Land and buildings
— Not later than one year 77,148 78,200
— Later than one year and not later than five years 84,048 105,454
161,196 183,654

Assets pledged as security

At 30 June 2002, a certificate of deposit of US$7,200,000 (equivalent to
HK$56,160,000; 31 December 2001: US$7,200,000, equivalent to
HK $56,160,000) had been pledged to the Office of the Comptroller of Currency
of the United States of America as a statutory deposit for the Bank’s branchin Los
Angeles.

Included in “Cash and short-term funds’ (note 8), “Trading securities’ (note 10)
and “Non-trading securities’ (note 13) as at 30 June 2002 are assets totalling
HK$2,963,943,000 (31 December 2001: HK $4,195,469,000) which have been
pledged to secure the Bank’s short positions in Exchange Fund Bills and Notes
under sale and repurchase agreements entered into by the Bank in the normal
course of its business (note 15).
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Operating profit
Charge for bad and doubtful debts
Depreciation
Amortization of premium/(discount)
on held-to-maturity securities
Income from non-trading securities and
held-to-maturity securities

Net cash inflow from trading activities

Change in money at call and short notice

Change in treasury bills maturing beyond
three months

Change in placements with banks and other
financial institutions maturing beyond
three months

Change in trade bills

Change in certificates of deposit held maturing
beyond three months

Change in trading securities

Change in advances and other accounts

Change in deposits and balances of banks and
other financial institutions maturing beyond
three months

Change in current, fixed, savings and other
deposits of customers

Change in certificates of deposit issued

Change in other liabilities

Cash generated from operations

Income received on non-trading securities and
held-to-maturity securities

Dividends received from jointly controlled entities

Hong Kong profits tax paid

Overseas tax paid

Net cash inflow from operating activities

22 Notesto condensed consolidated cash flow statement

(@) Reconciliation of operating profit to net cash inflow from operating activities

BENA=ZTHLAEAR
Six months ended 30 June

2002 2001
HK$000 HK$ 000
447,707 513,442
65786 47,496
31,317 23,335
1,808 (530)
(166,477)  (178,311)
380,231 405,432
868,007 223,140
1,936,166 497,390
2,634,971 298,349
6,290 (4,279)
(173,362)  (144,690)
26,008  (136,667)
(2,086,809) 520,870
65,925 -
(955,075) 377,498
537,000  (124,000)

(1,445332) (1,473,846)

1,794,020 439,197
111,524 131,536
780 -
7,717 (2,144)
(2532)  (3,721)
1,886,075 564,868
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Notes to condensed consolidated cash flow statement (continued)

(b) Analysis of the balances of cash and cash equivalents

23

30/6/2002 30/6/2001
HK$ 000 HK$ 000
Cash and balances with banks and other
financia institutions 672,670 628,256
Money at call and short notice 14,135,601 14,292,813
Placements with banks and other financial
ingtitutions with original maturity within
three months 3,765,602 6,272,932
Treasury bills with original maturity within
three months 1,892,876 940,713
Certificates of deposit held with original
maturity within three months 330,343 -
Short positions in Exchange Fund Bills and Notes  (2,811,187) (3,485,876)
Deposits and balances of banks and other
financial institutions with original maturity
within three months (1,419,909) (1,502,522)
16,565,996 17,146,316

Related party transactions

During the period, the Bank granted loans to and received deposits from related
parties in the normal course of its business. These related parties are key
management personnel of the Bank, close members of their families, and companies
controlled or significantly influenced by them. The aggregate outstanding balance
of the loans granted to and the deposits received from related parties as at 30 June
2002 and 31 December 2001, and the interest income and interest expense for the
period on those loans granted and deposits received are as follows:

30/6/2002  31/12/2001
HK$ 000 HK$ 000
Aggregate amounts outstanding at the period end
—Loans 788,064 670,999
— Deposits 1,816,252 2,169,170

BESBA=1tHwEAR
Six months ended 30 June

2002 2001
HK$ 000 HK$ 000
Interest income for the period on loans to
related parties 12,934 19,576
Interest expense for the period on deposits from
related parties 21,005 49,146
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24 Segment reporting

(@) Class of business

The Group operates predominantly in commercial banking which comprises
retail and corporate banking, treasury and other activities. Retail and
corporate banking includes retail banking, commercial lending and trade
finance. Treasury activities include foreign exchange, money market and
capital market activities. Other activities mainly comprise investment
properties holding, securities brokerage and insurance related business.

TER
EERT
Retail and R HE
corporate B & Hith E AEE
banking  Treasury Others Unallocated Group
HK$000 HK$000 HK$000 HK$000 HK$ 000
BHEZ-O0O0Z=H® Six month ended
ANA=1HiNER 30 June 2002
FIEWATRE Interest income from
A iE-3 — external customers 624,453 381,282 21,069 — 1,026,804
- H M EH — other segments 188,520 223,313 5,370 - 417,203
FEXZ T Interest expense to
- REF — external customers (195,126)  (233,434) (49) - (428,609)
- H3Es — other segments (182,407)  (233,266) (1,530) —  (417,203)
R B A Net interest income 435,440 137,895 24,860 - 598,195
HEIAERZ Other operating income
oAt ZE A from external customers 44,382 27,092 112,437 - 183,911
BwRRA Operating income 479,822 164,987 137,297 - 782,106
= S Operating expenses (189,133) (11,603) (37,674) (30,203)  (268,613)
Operating profit before
AT S R provisions 290,689 153,384 99,623 (30,203) 513,493
Charge for bad and
I 12 AR E g doubtful debts (65,786) - - - (65,786)
B Operating profit 224,903 153,384 99,623 (30,203) 447,707
EEEERKREZ Profit/(loss) on fixed
A/ (R assets and investments 245 7,596 (14) (392) 7,435
Share of profits less losses
JFEE Ay £ [ 42 i ' of jointly controlled
B N\ b entities and associated
FII A5 18 company - - (4,648) - (4,648)
I 52 AT 6 Profit before taxation 225,148 160,980 94,961 (30,595) 450,494
EER Depreciation charge 23,766 924 5,388 1,239 31,317
RZOO0ZH At 30 June 2002
ANB=+H
A E Segment assets 32,820,583 28,568,561 2,273,490 150,259 63,812,893
s EfE Segment liabilities 48,750,572 6,009,769 1,182,823 124,073 56,067,237
- ¥NiF3 Capital expenditure 5,492 655 389 116 6,652
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24 Segment reporting (continued)

(@) Class of business (continued)

TER
EERT
Retail and KD
cor por ate BE Hith EX ] AEE
banking Treasury Others Unallocated Group
HK$ 000 HK$ 000 HK$ 000 HK$'000 HK$ 000
Six months ended
30 June 2001
Interest income from
— external customers 1,046,124 764,705 23,895 - 1,834,724
— other segments 541,448 460,251 13,991 - 1,015,690
Interest expense to
— external customers (769,101) (433,861) (1,964) - (1,204,926)
— other segments (372,563) (640,920) (2,207) - (1,015,690)
Net interest income 445,908 150,175 33,715 - 629,798
Other operating income
from external customers 59,988 31,775 80,523 - 172,286
Operating income 505,896 181,950 114,238 - 802,084
Operating expenses (164,542) (11,977) (33,205) (31,422) (241,146)
Operating profit before
provisions 341,354 169,973 81,033 (3L,422) 560,938
Charge for bad and
doubtful debts (47,496) - - - (47,496)
Operating profit 293,858 169,973 81,033 (31,422) 513,442
Profit/(loss) on fixed
assets and investments 11,603 634 (5) (390) 11,842
Profit before taxation 305,461 170,607 81,028 (3L,812) 525,284
Depreciation charge 16,308 943 4,838 1,246 23,335
At 31 December 2001
Segment assets 31,667,228 30,863,228 1,901,059 140,639 64,572,154
Segment liabilities 50,089,801 6,169,320 688,381 59,466 57,006,968
Capital expenditure 57,272 6,674 5,057 9,866 78,869

(b) Geographical area

The Group operates predominantly in Hong Kong. Less than 10% of the Group’s income, profit,
assets, liabilities, contingent liabilities or commitments is attributable to the Group’s overseas

operations.



