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BANK OF CHINA (HONG KONG) LIMITED

Management’s Discussion and Analysis

The following sections provide metrics and analytics of the Group’s performance, financial position, and risk management. These

should be read in conjunction with the interim financial information included in this Interim Report.
CONSOLIDATED FINANCIAL REVIEW

In the first six months of 2008, the Group made good progress in executing its strategies and achieved solid growth in its core
earnings in a challenging environment. Driven by the growth in net interest income, net fees and commission income as well as net
trading income, operating profit before impairment allowances increased by HK$1,527 million, or 18.0%, year-on-year to HK$10,013
million. However, owing to an impairment charge on securities investments and a net charge of loan impairment allowances, the
Group’s profit attributable to shareholders decreased by HK$333 million, or 4.5%, to HK$7,033 million.

Financial Highlights

Half-year ended Half-year ended Half-year ended

30 June 31 December 30 June

HK$'m, except percentage amounts 2008 2007 2007
Operating income 14,035 14,957 11,857
Operating expenses (4,022) (4,288) (3,371)
Operating profit before impairment allowances 10,013 10,669 8,486
Net (charge)/reversal of impairment allowances (2,227) (1,614) 166
Others 724 676 419
Profit before taxation 8,510 9,731 9,071
Profit attributable to equity holders of the Bank 7,033, 7,91 7,366
Net interest margin (NIM) 1.96%) 2.04% 1.97%
Adjusted NIM* 2.03%| 2.06% 2.01%
Non-interest income ratio 32.57% 32.91% 28.26%)
Cost-to-income ratio 28.66% 28.67% 28.43%

* Adjusting for the estimated impact of BOCHK’s RMB clearing function.

Since December 2003, the Bank has been the clearing bank to provide RMB clearing services for banks in Hong Kong that operate
RMB business. Acting as the clearing bank, the Bank deposits with the People’s Bank of China (“PBOC”) those RMB deposits taken
in Hong Kong by the participating banks. At the same time, the Group earns an interest spread between the RMB funds taken from
participating banks and those placed with the PBOC. As RMB deposits grow, the impact on the Group’s average interest-earning
assets and net interest margin (“NIM”) becomes more material. It is, therefore, considered necessary to also provide information on
NIM before incorporating the estimated impact of RMB clearing services (hereafter called “Adjusted net interest margin”). Adjusted

net interest margin was 2.03% in the first half of 2008.

Analyses of the Group’s financial performance and business operations are set out in the following sections.
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BANK OF CHINA (HONG KONG) LIMITED

Management’s Discussion and Analysis (continued)

Net Interest Income and Margin

Half-year ended Half-year ended Half-year ended
30 June 31 December 30 June
HK$’'m, except percentage amounts 2008 2007 2007
Interest income 17,580 24,155 21,154
Interest expense (8,116) (14,121) (12,648)
Net interest income 9,464 10,034 8,506
Average interest-earning assets 966,966 975,560 869,203
Net interest spread 1.77% 1.68% 1.61%
Net interest margin 1.96% 2.04% 1.97%
Adjusting for the estimated impact of BOCHK’s RMB clearing function
Adjusted net interest margin 2.03% 2.06% 2.01%

Net interest income increased by HK$958 million or 11.3% year-on-year to HK$9,464 million.  Net interest margin fell by 1 basis
point as the rise of 16 basis points in net interest spread was offset by the decline of 17 basis points in the contribution from net free
fund due to the fall in market interest rates. The increase in RMB deposits from participating banks also contributed to the decline in
net interest margin. Should the estimated impact of BOCHK’s RMB clearing function in Hong Kong be excluded, adjusted net

interest margin, however, would have increased by 2 basis points to 2.03%.

Market interest rates in the first half of 2008 were lower than those in the same period in 2007. Compared to the first half of 2007,
average one-month HIBOR fell by 226 basis points to 1.98% while average one-month LIBOR declined by 237 basis points to 2.95%.
The Group’s average HKD Prime rate decreased by 213 basis points year-on-year to 5.62%, thus widening the HKD
Prime-to-one-month HIBOR spread (hereafter called “Prime-HIBOR spread”) by 13 basis points to 3.64%.

The improvement in net interest income was mainly driven by the growth in average interest-earning assets of HK$97,763 million, or
11.2%, which was primarily driven by the increase in average customer deposits. The widening of net interest spread underpinned
by improved securities spread also contributed to the growth in net interest income; however, it was held back by the decline in the
contribution from net free fund. Loan spread was compressed although the average pricing of new corporate loan facilities during
this period had improved with the tightened credit environment. Meanwhile, higher yielding loans, including Mainland lending, trade

finance and SME loans continued to grow. Total deposit spread decreased amid lower market rates.
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Management’s Discussion and Analysis (continued)

The summary below shows the average balances and average interest rates of individual assets and liabilities:

Half-year ended Half-year ended Half-year ended
30 June 2008 31 December 2007 30 June 2007
Average Average Average Average Average Average
ASSETS balance yield balance yield balance yield
HK$’m % HK$'m % HK$'m %
Cash, balances and placements
with banks and other financial
institutions 213,709 2.53 243,119 415 171,438 3.80
Debt securities investments 290,602 4.47 315,360 5.01 316,168 4.84
Loans and advances to customers 447,102 3.68 400,011 5.39 363,738 5.51
Other interest-earning assets 15,553 2.82 17,070 2.90 17,859 4.53
Total interest-earning assets 966,966 3.65 975,560 4.91 869,203 4.91
Non interest-earning assets 94,187 96,499 85,130
Total assets 1,061,153 3.32 1,072,059 4.47 954,333 4.47
Half-year ended Half-year ended Half-year ended
30 June 2008 31 December 2007 30 June 2007
Average Average Average Average Average Average
LIABILITIES balance Rate balance Rate balance Rate
HK$’m % HK$'m % HK$'m %
Deposits and balances of banks
and other financial institutions 70,561 2.04 48,224 3.45 43,374 3.31
Current, savings and fixed deposits 763,502 1.85 789,715 3.24 699,895 3.30
Certificates of deposit issued 1,905 2.81 2,062 3.62 2,473 3.54
Other interest-bearing liabilities 30,112 2.23 27,627 2.54 26,743 3.31
Total interest-bearing liabilities 866,080 1.88 867,628 3.23 772,485 3.30
Non interest-bearing deposits 41,827 40,565 33,224
Shareholders’ funds* and non
interest-bearing liabilities 153,246 163,866 148,624
Total liabilities 1,061,153 1.53 1,072,059 2.61 954,333 2.67

*

Shareholders’ funds represent capital and reserves attributable to the equity holders of the Bank.

Compared to the second half of 2007, net interest income fell by HK$570 million, or 5.7%. Average interest-earning assets
decreased by HK$8,594 million, or 0.9%, mainly due to the decline in funds from IPO subscription as IPO activities subsided in the
first half of 2008. Net interest margin fell by 8 basis points as the increase of 9 basis points in net interest spread was offset by the
decline of 17 basis points in contribution from net free funds. The increase in RMB deposits from participating banks also contributed
to the decline in net interest margin. Should the estimated impact of BOCHK’s RMB clearing function in Hong Kong be excluded,

adjusted net interest margin would have decreased by only 3 basis points to 2.03%.

Compared to the second half of 2007, average one-month LIBOR fell by 223 basis points to 2.95% while average 1-month HIBOR
decreased by 235 basis points to 1.98%. The Group’s average HKD Prime rate decreased by 182 basis points, thus widening the
Prime-HIBOR spread by 53 basis points. The decrease in net interest income was mainly attributable to the decline in contribution of
net free funds due to fall in market interest rates. Meanwhile, securities spread improved as the funding cost declined. Higher
yielding loans, including Mainland lending, trade finance and SME loans continued to grow. Loan spread also rose as
Prime-HIBOR spread widened. Total deposit spread was compressed, mainly due to the decrease in market rates outpaced the drop

in the Group’s average deposit rate.
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Management’s Discussion and Analysis (continued)

Net Fees and Commission Income

Half-year ended  Half-year ended  Half-year ended

30 June 31 December 30 June

HK$'m 2008 2007 2007
Bills commissions 329 315 273
Loan commissions 263 218 129
Investment and insurance fee income 1,904 2,941 1,871
Securities brokerage (Stockbroking) 1,289 2,236 1,324
Securities brokerage (Bonds) 220 146 65

Sale of funds 157 341 342

Life insurance 238 218 140

General insurance 55 44 52
Trust services 87 87 66
Payment services 239 243 221
Credit cards 578 556 471
Account services 146 137 153
Guarantees 26 8 24
Currency exchange 108 111 73
RMB business 99 83 54
Correspondent banking 21 20 17
IPO-related business 30 62 43
Others 123 109 99
Fees and commission income 4,008 4,934 3,546
Fees and commission expenses (941) (1,094) (803)
Net fees and commission income 3,067 3,840 2,743

Net fees and commission income rose by HK$324 million or 11.8% year-on-year to HK$3,067 million. Fee income from loan
business grew significantly by HK$134 million or 103.9% as a result of the enlargement of the Group’s loan portfolio. This was mainly
attributed to the successful implementation of the Group’s new business model as well as the increase in business following the
appointment of the Group as the “Asia-Pacific Syndicated Loan Centre” of the BOC Group early this year. Fees from the card
business also showed satisfactory growth of HK$107 million or 22.7% as cardholder spending and merchant acquiring volume were
up 17.2% and 23.2% respectively. Fee income from RMB-related business, currency exchange, trust services and bills services all
recorded double-digit growth of 83.3%, 47.9%, 31.8% and 20.5% respectively. The Group’s custody business also contributed to the
growth in fees and commission income. The change in investment sentiments in the stock market, however, had a negative impact
on the fee income from investment-related agency businesses. Stock broking fee income declined by HK$35 million or 2.6% while
fee income from the sale of funds decreased by HK$185 million or 54.1%. These were offset by the increases in fee income from the
distribution of bonds by HK$155 million or 238.5% and life insurance by HK$98 million or 70.0%. Income from the sale of funds
decreased as the sales of open-end funds dropped by 64.8% in the sluggish market. In particular, the sales of China equity funds and
certain thematic funds declined substantially as the equity market retreated in the first half of 2008. Commission from stock broking
was down 2.6% as retail customers, who make up the majority of the Group’s customer portfolio, became less active in trading in a
volatile stock market. Commission from the sales of bonds increased significantly 238.5%, as the Group successfully expanded its
offerings of structured products and enhanced its private placement services to meet customer needs, which boosted the sales of
structured notes by a hefty 200.2%. Fee income from life insurance also rose strongly by 70.0% on the back of the increase in sales
volume. Meanwhile, fees and commission expenses increased by HK$138 million or 17.2%, which was in line with the growth in
transaction volume. Major increases in fees and commission expenses came from credit card service, RMB-related business and

currency exchange.
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Management’s Discussion and Analysis (continued)

Compared to the second half of 2007, net fees and commission income decreased by HK$773 million or 20.1% largely because of
the decreases in fee income from stock broking of HK$947 million or 42.4% and sale of funds of HK$184 million or 54.0% as
business volumes declined. Meanwhile, fees and commission income from loan services, general insurance, RMB-related
business and card business increased by 20.6%, 25.0%, 19.3% and 4.0% respectively. Fees and commission expenses were down

14.0%, mainly due to the decrease in stock broking expenses.

Net Trading Income

Half-year ended Half-year ended Half-year ended

30 June 31 December 30 June

HK$'m 2008 2007 2007
Foreign exchange and foreign exchange products 875 645 155
Interest rate instruments 206 (162) 192
Equity instruments 135 111 70
Commodities 21 2 -
Net trading income 1,237 596 417

Net trading income was HK$1,237 million, up HK$820 million or 196.6% year-on-year mainly due to the surge in net trading income
from foreign exchange and foreign exchange products by HK$720 million or 464.5% as marked-to-market loss on foreign exchange
swap contracts* was significantly lower by HK$346 million and income from other foreign exchange activities rose by HK$477 million
or 90.7%. The growth of income from other foreign exchange activities was mainly driven by the higher business volume of foreign
exchange and structured deposits. The increase were partially offset by a foreign exchange loss arising from the revaluation of
Nanyang Commercial Bank (China), Limited’s (“Nanyang (China)’) Hong Kong Dollar capital funds against the appreciated RMB
during the course of approval for conversion into RMB. Net trading income from interest rate instruments rose by HK$14 million or
7.3%. Net trading income of equity instruments increased by HK$65 million or 92.9%, which was mainly attributable to the option
premium income from the newly launched “Equity-Linked Investments” as well as the increase in the fair value of equity warrants
issued by the Group. Net trading income from commaodities increased by HK$21 million because of higher customer demand for

bullion products in the then prevailing investment environment.

Compared to the second half of 2007, net trading income rose by HK$641 million or 107.6%. The increase was mainly attributable to
the increase in the fair value of interest rate swap contracts and the growth in income from foreign exchange transactions and

structured deposits.

* Foreign exchange swap contracts are usually used for the Group's liquidity management and funding activities. Under foreign exchange swap
contracts, the Group exchanges one currency (original currency) for another (swapped currency) at the spot exchange rate (spot transaction) and
commits to reverse the spot transaction by exchanging the same currency pair at a future maturity at a predetermined rate (forward transaction). In this
way, surplus funds in original currency are swapped into another currency for liquidity and funding purposes without any foreign exchange risk. Under
HKAS 39, the exchange difference between the spot and forward contracts is recognised as foreign exchange gain or loss (as included in "net trading
income"), while the corresponding interest differential between the surplus funds in original currency and swapped currency is reflected in net interest
income.
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Operating Expenses

Half-year ended Half-year ended Half-year ended

30 June 31 December 30 June|

HK$’'m, except percentage amounts 2008 2007 2007
Staff costs 2,440 2,517 2,077
Premises and equipment expenses (excluding depreciation) 490 537 412
Depreciation on owned fixed assets 478 413 372
Other operating expenses 614 821 510
Operating expenses 4,022 4,288 3,371
Cost-to-income ratio 28.66% 28.67% 28.43%

Total operating expenses were up HK$651 million, or 19.3%, year-on-year to HK$4,022 million, which was broadly in line with overall
business growth. Staff costs rose by HK$363 million primarily due to pay rise and the recruitment of new staff for business

expansion. Compared to end-June 2007, headcount measured in full-time equivalents rose by 650 to 13,401 at end-June 2008.

Premises and equipment expenses increased by HK$78 million or 18.9% mainly because of higher rental and IT costs.

Depreciation on owned fixed assets rose by HK$106 million, or 28.5%, to HK$478 million due to the increase of computer equipment

as the Group continued with infrastructure improvement coupled with the appreciation of the value of bank premises.
Other operating expenses were up HK$104 million, or 20.4%, mainly due to the rise in operating expenses as business volume
increased, higher business tax due to increased businesses in the Mainland as well as the rise in promotional expenses and

donations.

Compared to the second half of 2007, total operating expenses fell by HK$266 million, or 6.2%, mainly due to the decline in

promotional expenses and certain business expenses following the drop in business volume.

Net (Charge)/Reversal of Loan Impairment Allowances

Half-year ended Half-year ended Half-year ended

30 June 31 December 30 June|

HK$'m 2008 2007 2007

Net (Charge)/Reversal of loan impairment allowances

Individual assessment

- new allowances (142) (224) (106),

- releases 62 190 109

- recoveries 187 971 340
Collective assessment

- new allowances (199) (433) (192)

- releases 7 - i

- recoveries 14 15 15

Net (charge)/credit to Income Statement (71) 519 166
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In the first half of 2008, the Group recorded a net charge of loan impairment allowances of HK$71 million. Compared to a net credit of
HK$166 million in the first half of 2007, the increase in net charge of loan impairment allowances was mainly due to the decline in

loan recoveries and the increase in net charge of allowances (before recoveries) from individual assessment.

Net loan impairment charge from individual assessment (before recoveries) was HK$80 million, compared to the net release of HK$3
million recorded in the first half of 2007. The increase in net impairment charge (before recoveries) was caused by the increase in
new allowances as they were made to cover the formation of new impaired loans and further deterioration of existing impaired
accounts. Reduction of release of allowances due to significant improvement in loan quality during past years also contributed to the

increase in the net impairment charge.

Net charge of collective impairment allowances (before recoveries) remained flat year-on-year at HK$192 million. New impairment

allowances were made as the Group’s loan portfolio further expanded.

The Group continued to make recoveries of loans that were previously written off. Total recoveries in individual and collective

assessment amounted to HK$201 million, down HK$154 million compared to the first half of 2007.

Compared to a net release of loan impairment allowances recorded in the second half of last year which was mainly attributable to

the recoveries of certain large accounts, the Group registered a net charge of loan impairment allowances in the first half of 2008.

Net Charge of Impairment Allowances on Securities Investments

Half-year ended Half-year ended Half-year ended

30 June 31 December 30 June|

HK$'m 2008 2007 2007
Held-to-maturity securities (962) (1,844) -
Available-for-sale securities (1,187) (289) .
Net charge of impairment allowances on securities investments (2,149) (2,133) g

In the first half of 2008, further deterioration of the capital market had an impact on the Group's securities investment in the US and
hence the related provisions. The Group carried out a comprehensive assessment on its impairment charges, taking into account
the relevant criteria and other specific features of the investments, and increased its provisions accordingly. As a result, the Group
recorded HK$2,149 million of net charge of impairment allowances for its portfolio of US mortgage-backed securities, which
comprised HK$420 million net write-back for the US subprime mortgage-backed securities, a net charge of HK$655 million for Alt-A
and HK$1,914 million for Prime residential mortgage-backed securities. For details about the composition of the Group’s investment
securities portfolio, and the impairment and provisioning policies on investment, please refer to Note 19 and Note 1 and Note 2 to the

Interim Financial Information.

Compared to the second half of 2007, net charge of impairment allowances rose by HK$16 million or 0.8%.
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Management’s Discussion and Analysis (continued)

Property Revaluation

Half-year ended Half-year ended Half-year ended

HK$’m 30 June 31 December 30 June
2008 2007 2007
Net gain on revaluation of premises 6 14 7

Net gain on fair value adjustments on investment

. 701 642 414
properties

Deferred tax (53) (84) (59)

Net gain on fair value adjustments on investment properties, after tax 648 558 355

The aggregate impact of property revaluation before tax on the income statement for the first half of 2008 was HK$707 million, of
which HK$701 million came from the revaluation of investment properties and HK$6 million from the revaluation of premises. The
related deferred tax charge on revaluation of investment properties amounted to HK$53 million. As a result, the net impact of fair
value adjustments on investment properties after tax in the first half of 2008 was HK$648 million. The net gain on property

revaluation was in line with the increase in property prices in the first half of 2008.

Compared to the second half of 2007, net gain from revaluation of investment properties after tax increased by HK$90 million or
16.1%.

28



@ ¥ 8 4 £7 (5 ) B R AT

BANK OF CHINA (HONG KONG) LIMITED

Management’s Discussion and Analysis (continued)

Financial Position

At 30 June At 31 December
HK$'m, except percentage amounts 2008 2007
Cash and balances with banks and other financial institutions 188,451 159,052
Placements with banks and other financial institutions maturing between one and
twelve months 50,689 53,154
Hong Kong SAR Government certificates of indebtedness 32,430 32,770
Securities investments' 270,681 307,350
Advances and other accounts 486,977 420,212
Fixed assets and investment properties 33,860 31,346
Other assets’ 34,596 35,346
Total assets 1,097,684 1,039,230
Hong Kong SAR currency notes in circulation 32,430 32,770
Deposits and balances of banks and other financial institutions 81,625 60,599
Deposits from customers 821,668 794,247
Debt securities in issue at amortised cost® 2,756 2,089
Other accounts and provisions 63,516 66,233
Subordinated liabilities* 8,150 -
Total liabilities 1,010,145 955,938
Minority interests 1,612 1,549
Capital and reserves attributable to the equity holders of the Bank 85,927 81,743
Total liabilities and equity 1,097,684 1,039,230
Loan-to-deposit ratio 57.62% 51.62%

Securities investments comprise investment in securities and financial assets at fair value through profit or loss.

Interests in associates, deferred tax assets and derivative financial instruments are included in other assets.

3 I " .
Debt securities in issue at amortised cost represents the notes issued under the Group’s notes programme.

Subordinated liabilities represents the subordinated loan granted by the Group’s parent bank, Bank of China Limited.

The Group’s total assets were HK$1,097,684 million as at 30 June 2008, up HK$58,454 million or 5.6% from the end of 2007. Key

changes include:

- Cash and balances with banks and other financial institutions increased by HK$29,399 million, or 18.5%, mainly due to the
increase in RMB deposits from participating banks placed with the PBOC.

- Advances and other accounts increased by HK$66,765 million, or 15.9%, primarily due to the growth of advances to
customers by HK$62,512 million or 15.1%.

- Securities investments decreased by HK$36,669 million or 11.9% as funds were redeployed into advances to customers.
As of 30 June 2008, the Group’s exposure in US subprime mortgage-backed securities dropped to HK$1.2 billion from
HK$4.1 billion as of end-2007.
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Advances to Customers

At 30 June At 31 December
HK$’'m, except percentage amounts 2008 % 2007 %
Loans for use in Hong Kong 342,192 72.0 305,655 74.0
Industrial, commercial and financial 194,423 40.9 168,656 40.8
Individuals 147,769 31.1 136,999 33.2
Trade finance 31,683 6.7 24,275 5.9
Loans for use outside Hong Kong 101,677 21.3 83,110 20.1
Total advances to customers 475,552 100.0 413,040 100.0

Riding on the growth momentum built up last year, total advances to customers grew strongly by HK$62,512 million or 15.1% to
HK$475,552 million. The growth was broad-based, covering both corporate and individual loans, and should be attributed to the
effective implementation of the Group’s business strategies under its new business model. The Bank’s appointment as the

“Asia-Pacific Syndicated Loan Centre” of the BOC Group early this year also helped grow its syndication lending.

Loans for use in Hong Kong grew by 12.0%.

- Lending to the industrial, commercial and financial sectors increased by HK$25,767 million, or 15.3%, to HK$194,423 million,
driven by the growth in loans for property investment, property development, information technology, manufacturing as well as
the wholesale and retail trade.

- Residential mortgage loans (excluding those under the government-sponsored Home Ownership Scheme) was up HK$9,565
million, or 9.0%, to HK$116,148 million as a result of the Group’s effective product innovation and marketing efforts.

. Card advances was down HK$95 million, or 1.6%, to HK$5,666 million.

u Other consumer lending increased by HK$1,140 million, or 10.7%, to HK$11,826 million mainly due to the growth in personal

loans.

Trade finance surged by HK$7,408 million, or 30.5%, as a result of the Group’s promotional efforts, improved business model
together with the robust import and export trade. Meanwhile, loans for use outside Hong Kong also grew strongly by HK$18,567

million or 22.3%. The increase was mainly driven by overseas lending and loan growth of the Group’s Mainland operation.

In terms of currency mix, HKD and USD advances to customers accounted for 75.7% and 18.3% respectively of the total at the end
of June 2008 while advances to customers in RMB and other currencies accounted for 3.6% and 2.4% respectively. The
proportion of USD advances to customers rose by 2.7% while HKD advances to customers declined by 2.7%. There was no

significant change in other currency mix in the first half of 2008.

Deposits from Customers

At 30 June At 31 December
HK$’'m, except percentage amounts 2008 % 2007 %
Demand deposits and current accounts 41,002 5.0 40,569 5.1
Savings deposits 295,514 35.8 286,706 35.8
Time, call and notice deposits 485,152 58.8 466,972 58.4
Total deposits from customers 821,668 99.6 794,247 99.3
Structured deposits 3,601 0.4 5,959 0.7
Adjusted total deposits from customers 825,269 100.0 800,206 100.0
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Total deposits from customers increased by HK$27,421 million, or 3.5%, to HK$821,668 million. Demand deposits and current
accounts rose by HK$433 million or 1.1%. Savings deposits increased by HK$8,808 million or 3.1%. Time, call and notice deposits
were up HK$18,180 million or 3.9%. Structured deposits, a hybrid of retail deposit and derivatives offering a higher nominal interest
rate, decreased by HK$2,358 million, or 39.6% as customers chose to switch their funds to other investment instruments under the
volatile investment environment. The Group’s loan-to-deposit ratio was up 6.00 percentage points to 57.62% at the end of June

2008 as total loan growth outpaced deposits growth.

In terms of currency mix, HKD and USD deposits accounted for 60.3% and 23.8% respectively at the end of June 2008, while
deposits in RMB and other currencies accounted for 5.1% and 10.8% respectively. The proportion of HKD deposits dropped by 8.8
percentage points while that of RMB and other currency deposits rose by 2.9 percentage points and 3.1 percentage points

respectively from the end of 2007, reflecting customers’ preferences for shifting their funds into RMB deposits in anticipation of the

appreciation in the value of RMB and into other foreign currency deposits for higher returns.

deposits decreased.

The proportion of USD deposits also
rose by 2.8%. The Group’s HKD loan-to-deposit ratio was 72.3%, up from 58.6% at end-2007 as HKD loans increased while HKD

Loan Quality
At 30 June At 31 December
HK$'m, except percentage amounts 2008 2007
Advances to customers 475,552 413,040,
Classified or impaired loan ratio® 0.34% 0.44%)
Impairment allowances 1,524 1,385
Regulatory reserve for general banking risks 4,620 4,130
Total allowances and regulatory reserve 6,144 5,515
Total allowances as a percentage of advances to customers 0.32% 0.34%
Total allowances and regulatory reserve as a percentage of advances to customers 1.29% 1.34%
Impairment allowances on classified or impaired loan ratio *# 27.50% 22.52%)
Residential mortgage loans* - delinquency and rescheduled loan ratio** 0.08% 0.15%
Card advances - delinquency ratio*** 0.30% 0.28%
Half-year ended Half-year ended
30 June 2008 30 June 2007
Card advances - charge-off ratio” 2.14% 2.59%

Classified or impaired loans represent advances which have been classified as “substandard”, “doubtful” or “loss” under the Group’s classification of loan quality, or

individually assessed to be impaired. Repossessed assets are initially recognised at the lower of their fair value less costs to sell or the amortised cost of the related outstanding

loans on the date of repossession. The related loans and advances are deducted from loans and advances.

*

Residential mortgage loans exclude those under the Home Ownership Scheme and other government-sponsored home purchasing schemes.

** Delinquency ratio is measured by a ratio of total amount of overdue loans (more than three months) to total outstanding loans.

# Excluding Great Wall cards and computed according to the HKMA's definition.

## Including impairment allowances on loans classified as “substandard”, “doubtful” or “loss” under the Group’s classification of loan quality, or individually assessed to be

impaired.

The Group’s loan quality continued to improve with the classified or impaired loan ratio falling to a historical low of 0.34%, against
0.44% at end-2007. Classified loans decreased by approximately HK$0.2 billion or 10.8% to HK$1.6 billion.

remained at a low level, representing less than 0.1% of total loans outstanding.
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Total impairment allowances, including both individual assessment and collective assessment, amounted to HK$1,524 million.
Impairment allowances on classified or impaired loan ratio were 27.50%. The Group’s regulatory reserve rose by HK$490 million to

HK$4,620 million as advances to customers increased.

The quality of the Group’s residential mortgage loans continued to improve with the combined delinquency and rescheduled loan
ratio falling by 0.07 percentage point to 0.08% at the end of June 2008. The quality of card advances remained sound, with the

charge-off ratio standing at 2.14% in the first half of 2008. Both ratios were well below the market average.

Capital and Liquidity Ratios

At 30 June At 31 December
HK$’'m, except percentage amounts 2008 2007
Core capital 67,155 67,145
Deductions (274) (483)
Core capital after deductions 66,881 66,662
Supplementary capital 14,032 5,161
Deductions (274) (483)
Supplementary capital after deductions 13,758 4,678
Total capital base after deductions 80,639 71,340
Risk-weighted assets
Credit risk 547,432 510,970
Market risk 6,299 7,998
Operational risk 42,631 39,139
Deductions (15,085) (12,875)
Total risk-weighted assets 581,277 545,232
Capital adequacy ratios
Core capital ratio 11.51% 12.23%
Capital adequacy ratio 13.87% 13.08%
Half-year ended Half-year ended
30 June 2008 30 June 2007
Average liquidity ratio 42.47% 50.08%

In accordance with the Banking (Capital) Rules effective from 1 January 2007, the Group adopted the Standardised Approach in

calculating capital adequacy ratios.

Consolidated capital adequacy ratio of the banking group at 30 June 2008 was 13.87%, up 0.79 percentage point from end-2007 due
to the increase in total capital base. Total capital base rose by 13.0% to HK$80,639 million mainly due to a subordinated loan of
EURO 660 million (approximately HK$8.15 billion) obtained by the Group from its parent bank, Bank of China Limited, on 27 June
2008. This subordinated loan meets the conditions laid down in the Banking (Capital) Rules and has been included as supplementary
capital for the purpose of determining capital base. Meanwhile, risk-weighted assets rose by 6.6% to HK$581,277 million, mainly

driven by significant growth in advances to customers.

Average liquidity ratio remained strong at 42.47%, versus 50.08% in the first half of 2007. The fall in average liquidity ratio was
caused by the decline of average liquefiable assets with decreased marketable debt securities, coupled with the growth of average

qualifying liabilities resulting from the increase in customer deposits.
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BUSINESS REVIEW

This section covers the review of the Group’s business lines together with their respective financial results.

PERSONAL BANKING

Restated
Half-year ended Half-year ended
HK$'m, except percentage amounts 30 June 30 June Increase
2008 2007  (decrease)
Net interest income 3,330 3,841 -13.3%)
Other operating income 2,532 2,332 +8.6%)
Operating income 5,862 6,173 -5.0%)
Operating expenses (2,879) (2,581) +11.5%
Operating profit before impairment allowances 2,983 3,592 -17.0%)
Net charge of loan impairment allowances (14) (54) -74.1%|
Others (4) - N/A
Profit before taxation 2,965 3,538 -16.2%)
At 30 June At 31 December Increase
2008 2007  (decrease)
Segment assets 165,005 162,634 +1.5%
Segment liabilities 524,774 545,397 -3.8%
Note: For additional segmental information, see Note 35 to the Interim Financial Information.
Results
Personal Banking recorded a profit before taxation of HK$2,965 million in the first half of 2008. Operating profit before impairment

allowances declined by 17.0% to HK$2,983 million because of lower net interest income and increased operating expenses, which

was partly offset by the increase in other operating income.

Net interest income fell by 13.3% to HK$3,330 million, mainly due to narrower deposit spread as average market interest rates were
lower. Other operating income rose by 8.6% to HK$2,532 million. Net fees and commission income increased by 5.1%, primarily
attributable to the growth of income from the sales of bonds and structured products, RMB-related business, card business and
currency exchange. Commission income from both stock broking and sale of funds dropped. However, income from foreign

exchange activities grew strongly as business volume increased.

Operating expenses rose by 11.5% to HK$2,879 million mainly because of higher staff costs after headcount increase and pay rise.

Higher promotional expenses and IT costs also contributed to the increase in operating expenses.

Net charge of loan impairment allowances fell by 74.1% to HK$14 million. This reflects an improvement in asset quality due to

lower bad debt migration rate and rise in collateral values as well as an increase in recoveries.

Advances and other accounts, including mortgage loans and card advances, increased by 7.8% to HK$153,205 million. Customer
deposits fell by 2.3% to HK$501,081 million as customers switched their funds to other higher yielding investments under the low

interest rate environment.
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Ensuring growth and market recognition in residential property mortgage

In spite of fierce market competition, the Group grew its residential mortgage business by 9.0% through effective marketing and the
introduction of a number of new mortgage products such as “8 Privilege Offers for the 2008 Olympics Mortgage Scheme” and
“Olympic Decathlon Mortgage Scheme”. The Group also set up four new Mortgage Advice Centres in selected areas to provide
professional consultancy services to customers. All these innovative efforts, together with the Group’s intrinsic strengths and track
record, ensured that the Group could maintain its leading position in the residential mortgage market with the underwriting of new
mortgages increasing by 65.4% year-on-year, outperforming the market average of 61.7%. Meanwhile, the credit quality of
residential mortgages continued to improve as the delinquency and rescheduled loan ratio fell further to 0.08%. In recognition of its
outstanding mortgage services, the Group was awarded the “Sing Tao Excellent Services Brand Award 2007 — Mortgage and Loan

Services” and the “Capital Weekly Service Awards 2008 — Mortgage” by Sing Tao Daily and Capital Weekly respectively.

Maintaining the competitiveness of investment and insurance businesses

In the first half of 2008, given the increasing concern over the global credit crisis and loss of confidence in the investment
environment, stock markets throughout the world experienced a slump in general. Naturally, this had an adverse impact on the
Group’s investment-related agency businesses. Nevertheless, the Group made good progress in product innovation and further
enhanced its business platform to meet customers’ needs. Moreover, the Group expanded its bond and life insurance agency
businesses considerably during the period. The Group continued to promote its stock brokerage business and improve its trading
platforms and services such as the “Closing Auction Session for Securities Trading” and “Online Securities Margin Trading” services.
In anticipation of a more volatile market in 2008, the Group launched the “Balanced Investment Funds Series” (the “Series”) in
December 2007 to raise customers’ awareness of portfolio risk management while offering a wide array of investment products. As
a result, the total number of funds available for selection in the Series increased and its contribution to the total fund sales
significantly improved. The Group continued to expand its range of structured products and enhance its private placement services,

leading to a strong growth of 200.2% in the sales of structured notes.

Regarding the life insurance agency business, with effective marketing, extensive staff training, optimised operation procedures
and product innovation, the sales of life insurance products and related commission income surged by 64.7% and 70.0% respectively
year-on-year. In terms of product innovation, the Group introduced a range of tailor-made products such as the “Fortuitous Saving

Protection Plan” and “Pleasure 5-Year Saving Protection Plan” during the period to meet the diverse needs of customers.

To cope with customer’s demand for all-encompassing protection products, the Group pioneered a first-of-its-kind bundled protection
product in the market known as the “BOC Family Comprehensive Protection Plan”. This product offers customers with extensive
protection covering home content, annual travel, personal accident, golfer and domestic helper. Not surprisingly, customers’

feedback on this product has been highly positive.

Continuous expansion of high net worth customer base

The Group is committed to providing premium services to its high net worth customers. In the first half of 2008, the Group
enhanced its private placement service which helped boost the sales volume of structured notes by 200.2%. To expand its high net
worth customer base, the Group launched marketing campaigns such as the “Olympic Five Rings Rewards”, offering a range of
exclusive privileges on designated transactions in foreign currency fixed deposits, RMB services, fund subscription and securities
trading. The Group also introduced the “Customer-Get-Customer Programme” by rewarding existing wealth management
customers with privileges for new customers referred. As at the end of June 2008, the total number of wealth management
customers** grew by 14.4% versus end-2007. Meanwhile, assets of wealth management customers maintained with the Group
declined by 1.8% amidst a volatile stock market.

** Including wealth management VIP and wealth management Prime customers
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Steady growth of credit card business

The Group’s card business continued to expand due to active private consumption with the number of cards in issue increasing by
5.4% from the end of last year. At the same time, cardholder spending volume and merchant acquiring volume registered growths of
17.2% and 23.2% respectively.

To grasp business opportunities arising from the 2008 Beijing Olympics, the Group issued the “VISA BOC Olympic Games Platinum
Card” in May 2008. In the same month, a new co-branded card, “BOC Esso MasterCard”, was launched providing exclusive
privileges to cardholders. These new cards not only enriched the Group’s product range but also enhanced its product
differentiation among the competitors. Meanwhile, the Group’s card business in the Mainland continued to grow and the “EMV
Titanium Card” was introduced during the period. The Group has also been benefiting from the bank card-related service and
support in the Mainland market made available by BOC Services Company, Limited, a joint venture formed between BOC Credit
Card (International) Ltd. and BOC in November 2007.

Growing and leading RMB banking business in Hong Kong

The Group has maintained its leading position in RMB banking business in Hong Kong. To satisfy the surge in demand for RMB
deposits in the first half of 2008, the Group launched “RMB Exchange Express” to provide customers with a more convenient service
in their RMB exchange transactions. At the same time, the Group launched the “RMB Remittance Express” service in April 2008,
providing customers with RMB remittance service to bank accounts in the Mainland with preferential handling charges. The Group
has continued to enjoy the largest market share in its local RMB deposits-taking business with the amount of deposits more than
doubled in the first half of 2008. In respect of the RMB credit card business, the Group has also maintained its leading position as
the number of RMB credit cards issued grew by 22.4% from the end of 2007 while the RMB card acquiring volume and RMB
cardholder spending volume surged by 73.2% and 66.0% respectively year-on-year. At the end of June 2008, the number of ATMs
providing RMB withdrawal service reached 326. Taking advantage of the Group’s leading position in RMB business, the total
number of RMB withdrawals in our ATM network in the first half of 2008 recorded a significant increase of 81.5% compared with the

same period of 2007.

Channel rationalisation and e-channel development
The Group continued to optimise its distribution channels. In the first half of 2008, the Group opened 1 new branch, renovated 12
existing branches and added 6 Wealth Management Centres and 4 Mortgage Advice Centres to its network in Hong Kong. As at

the end of June 2008, the Group’s service network in Hong Kong comprised of 289 branches.

Customers’ satisfaction regarding the Group’s service quality is of utmost importance to the Group. In the first half of 2008, the
Group launched a comprehensive transaction survey programme in branches for obtaining customers’ feedback on the Group’s
service improvement programmes. At the same time, the Group continued to enhance its e-banking channels, especially for
investment functions, in order to strengthen its competitive edge in providing internet investment services. In the first half of 2008,
the number of e-banking customers increased by 6.2% and the stock trading transactions carried out through e-channels accounted

for 77.5% of total number of transaction.
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CORPORATE BANKING

Restated

HK$'m, except percentage amounts Half-yea;:gjﬁce! Half-yezroe:j:: Increasel
2008 2007 (decrease)

Net interest income 2,972 2,803 +6.0%
Other operating income 1,132 863 +31.2%)
Operating income 4,104 3,666 +11.9%
Operating expenses (1,081) (899) +20.2%
Operating profit before impairment allowances 3,023 2,767 +9.3%)
Net (charge)/release of loan impairment allowances (57) 220 N/A
Others (3) - N/A
Profit before taxation 2,963 2,987 -0.8%)
At 30 June At 31 December Increase/

2008 2007 (decrease)

Segment assets 339,456 281,680 +20.5%)
Segment liabilities 324,447 284,353 +14.1%

Note: For additional segmental information, see Note 35 to the Interim Financial Information.

Results

Corporate Banking achieved good results in the first half of 2008. Operating income increased by 11.9% to HK$4,104 million, which
was driven by the growth in both net interest income and other operating income. After accounting for the 20.2% increase in
operating expenses, operating profit before impairment allowances rose by 9.3% to HK$3,023 million. Profit before taxation fell by

0.8% to HK$2,963 million, mainly due to the decline in loan recoveries and increase in loan impairment allowances.

Net interest income increased by 6.0% to HK$2,972 million mainly due to the growth in loans and advances, which was partly offset
by narrower deposit spread as average market interest rates dropped. Other operating income rose by 31.2% to HK$1,132 million,

thanks to the growth in fees income from loan and bills services.

Operating expenses were up 20.2% to HK$1,081 million, mainly due to higher staff costs after headcount increase and pay rise.
Higher business tax for increased Mainland business and depreciation charges on computer equipment also contributed to the

increase in operating expenses.

Net charge of loan impairment allowances was HK$57 million, compared to the net release of HK$220 million in the first half of 2007.
The net charge reflected the reduction of loan recoveries and the increase in the loan impairment allowances made to cover the
formation of new impaired loans and further deterioration of existing impaired accounts. In view of the unfavorable outlook of the
macro economics and signs of deterioration of the US economy, precautionary measures have been implemented such as by
tightening up the underwriting standards of credit approval and the monitoring of SME loans, revising the lending and pricing

strategies on new credits of the segments concerned.

Advances and other accounts increased significantly by 20.3% to HK$337,568 million. Customer deposits grew by 13.9% to
HK$320,692 million.
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Management’s Discussion and Analysis (continued)

Spearheading the growth of loan syndication

The Group has maintained its leading position in loan syndication.  According to Basis Point, the Group remained the top
mandated arranger in the markets of syndicated loans for both Hong Kong-Macau and the Mainland-Hong Kong-Macau in the first
half of 2008. In January 2008, the Group was appointed as the “Asia-Pacific Syndicated Loan Centre” of the BOC Group with the
responsibilities of initiating, coordinating and managing the syndicated loan business in the Asia-Pacific region. This appointment
not only signifies the recognition of the Group’s expertise and extensive experience in the syndicated loan market, but also helps it in
exploring cross-border business opportunities in the wider region. It helps boost the Group’s loan fee income as well as its
syndicated lending. The Group established the first phase of the “Loan Syndication Information Management System” in the first
half of 2008. This new system links up similar networks of the BOC Group’s major branches, thus optimising the sharing of

supporting information among group members and enhancing overall operational efficiency.

Making good progress in expanding SME business

The high-yielding SME business remains one of the Group’s strategic focuses. In the first half of 2008, loans to the SME segment
recorded a solid growth. The Group further strengthened its relationship with SME customers by launching a number of thematic
marketing programmes and sponsoring a series of marketing activities. At the same time, the Group continued to enhance its
product offerings and refine its products. In January 2008, the Group and the Hong Kong Productivity Council jointly launched the
“Green Equipment Financing Scheme”, a preferential lending package for corporate customers to acquire environment-friendly
equipment. In addition, the Group introduced the "Corporate Privilege” services at selected branches to tailor-make services for
targeted customers. These initiatives helped sustain the growth momentum of the SME business and resulted in a double-digit
growth of SME loans in the first half of 2008. In recognition of its success in the SME business, the Group was awarded the “SME’s
Best Partner Award 2008” by the Hong Kong Chamber of Small and Medium Business Limited and the “Capital Weekly Service
Awards 2008 — SME Banking” by Capital Weekly during the period.

Solid growth of trade finance

The Group continued to step up its marketing efforts to stimulate the growth of the trade finance business. In the first half of 2008,
the Group repositioned part of its operations to further improve its operational efficiency. In addition, the Group initiated the “Trade
Facilities Reform Programme” in March 2008 to streamline the credit approval process and raise the utilisation rate of credit limit.
With these initiatives, the outstanding balance of trade finance grew strongly by 30.5% compared to end-2007. The volume of trade

bills settlement likewise grew significantly by 44% year-on-year.

Robust expansion of cash management

In the first half of 2008, the Group continued to design and consolidate cross-border cash management projects for large Mainland
enterprises seeking global expansion. At the same time, the Group strove to maintain its competitive edge in the local cash
management business by making continuous refinement on existing products such as “Integrated Receivables and Payment
Solutions” and developing new products to meet the diverse needs of customers. Through effective marketing campaigns, the

number of CBS Online customers increased by 23.0% while that of BOC Wealth Master customers grew by 6.6%.

Vigorous development of custody services

Custody business continued to grow in the first half of 2008. The Group has been actively exploring business opportunities in both
local and overseas markets. During the period, the Group succeeded in becoming the custodian for a locally listed investment fund.
In January 2008, the Group was appointed by one of the largest joint venture investment banks in the Mainland as the foreign
custodian for its first QDIl product, which was also the first broker-type QDI ever approved in the Mainland. The Group also
successfully implemented several QDII mandates in the first half of 2008. At the end of June 2008, total assets under custody was
HK$295 billion.
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Management’s Discussion and Analysis (continued)

MAINLAND BUSINESS

Strong growth of Mainland business

Mainland business continued to be one of the high-growth segments of the Group. Following the implementation of a dualistic
approach in the Mainland business with the local incorporation of Nanyang (China) in December last year, the Group’s Mainland
operation made good progress in business development. Total advances to customers grew by 17.2% to HK$35.1 billion, with
RMB loans surging by 26.0%. Customer deposits increased by 119.7% to HK$12.7 billion. Total operating income recorded a
satisfactory year-on-year growth of 15.4%, driven by strong growth in both net interest income and net fees and commission income
which was, however, partially offset by the foreign exchange loss arising from the revaluation of Nanyang (China)'s Hong Kong
Dollar capital funds against the appreciated RMB. Operating profit before impairment allowances fell by 7.6% year-on-year.
Should the estimated impact of the exchange revaluation of the Mainland operation’s capital funds be excluded*, operating profit
before impairment allowances would have increased by 40.3%. Loan quality remained sound, with the classified loan ratio standing
at 0.78%, an increase of 0.10 percentage point from end-2007 mainly due to the downgrade of an individual account.

* The estimated impact of the exchange revaluation of the Mainland operation’s capital funds included the exchange revaluation loss of Nanyang (China)’s HKD capital funds and

the revaluation gain of the RMB operating funds of the Group’s other mainland branches.

By the end of June 2008, the Group’s network in the Mainland consisted of 15 branches and sub-branches,(including those of
Nanyang (China)). 13 branches and sub-branches had already been permitted to conduct RMB business**. On 24 July 2008, the
head office of Nanyang (China) was approved to start its domestic retail RMB business. In the first half of 2008, the China Banking
Regulatory Commission (“CBRC”) had approved Nanyang (China)’s application to establish its Hangzhou branch, Nanning branch
and Shanghai Xuhui sub-branch, while Guangzhou Panyu sub-branch commenced business on 23 July 2008. Meanwhile, the
Group has launched a series of structured products as well as QDI products to expand its wealth management business in the
Mainland and at the same time to enhance its cross-border financial services to better serve both personal and corporate customers.

** Except for Mainland residents

TREASURY

Restated

Half-year ended Half-year ended
HK$'m, except percentage amounts 30 June 30 June Increase
2008 2007 (decrease)
Net interest income 3,456 2,451 +41.0%
Other operating income 933 51 +1,729.4%
Operating income 4,389 2,502 +75.4%
Operating expenses (431) (258) +67.1%
Operating profit before impairment allowances 3,958 2,244 +76.4%
Net charge of impairment allowances on securities investments (2,149) - N/A|
Profit before taxation 1,809 2,244 -19.4%
At 30 June At 31 December Increase/
2008 2007 (decrease),
Segment assets 563,506 566,661 -0.6%
Segment liabilities 154,217 116,095 +32.8%

Note: For additional segmental information, see Note 35 to the Interim Financial Information.
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Results

The Treasury segment grew its operating income by 75.4% to HK$4,389 million year-on-year owing mainly to the growth in both net
interest income and other operating income. Operating profit before impairment allowances increased by 76.4% to HK$3,958
million after accounting for the 67.1% growth in operating expenses. Profit before taxation declined by 19.4% owing to a net charge

of HK$2,149 million of impairment allowances on securities investments.

The 41.0% rise in the net interest income was made possible by higher interest spread on the debt securities portfolio with lower

funding cost as interest rate declined.

Other operating income also rose significantly by HK$882 million to HK$933 million. This was mainly attributable to lower
marked-to-market loss on foreign exchange swap contracts and higher income from other foreign exchange activities driven by
increased business volume of foreign exchange and structured deposits. Income from equity instrument and commodities also
increased, mainly driven by the newly launched “Equity-Linked Investments” and higher customer demand for bullion products. A

gain on disposal of securities was recorded for the sale of Visa Inc. shares.

Operating expenses rose by 67.1% to HK$431 million, mainly due to higher staff costs after headcount increase and pay rise as well

as increased IT costs and depreciation charge on computer equipment.

In the first half of 2008, further deterioration of the capital market had an impact on the Group's securities investment in the US and
hence the related provisions. The Group carried out a comprehensive assessment on its impairment charges, taking into account
the relevant criteria and other specific features of the investments, and increased its provisions accordingly. As a result, a net
charge of impairment allowances on securities investments of HK$2,149 million was made for the Group’s portfolio of US
mortgage-backed securities. Following the reporting period end, the market continues to weaken which may further impact the
Group's securities investments. The Group will closely monitor future market development and proactively manage its investment

portfolio.

At the end of June 2008, the Group's debt securities investments amounted to HK$258.9 billion. 98% of the portfolio was rated A or
better*. The Group's exposures to US subprime mortgage-backed securities, US Alt-A and US Prime residential mortgage-backed
securities amounted to HK$1.2 billion, HK$5.2 billion and HK$24.4 billion respectively. Exposures to Freddie Mac and Fannie Mae,
the US mortgage agencies, totalled HK$5.3 billion.

* The ratings were based on Moodys' ratings or their equivalent to the respective issues of the debt securities. For those with no issue rating, their issuer ratings were used.

Diversifying investment portfolio and enhancing portfolio management

The sentiment of the capital market further deteriorated in the first half of 2008 due to the worsening credit crunch and liquidity
concerns which meant that the operating environment for treasury business was very challenging. Against this backdrop, credit
spread increased to the widest level in recent years. While the Group conducted detailed analyses and closely monitored its
treasury portfolio to ensure the overall credit risk was maintained at an acceptable level, it also adopted appropriate investment
strategies to take advantage of the wider credit spread under the low interest rate environment. By expanding investments in certain
high-quality debt securities of money centre banks, the Group not only diversified its investment portfolio, but also improved its
investment return. Meanwhile, under the operation of three specialised investment teams each focusing on different markets and
with the implementation of the Asset Liability Management System last year, the Group’s investment decision-making process and
portfolio management were further enhanced. More advanced analytical models and systems are now in place to help maximise the

return on surplus funds in the volatile market.

Enhancing product manufacturing capabilities and improving product cross-selling efforts

The Group continued to develop treasury products to meet customers’ needs. In response to a volatile equity and foreign exchange
market, the Group enhanced the varieties of its product offerings. After the launch of its first structured notes and equity warrants last
year, the Group further expanded its product offerings by introducing its first equity-linked investment products under its own brand in
January 2008. At the same time, by cross-selling with the Corporate Banking unit, currency-linked structured deposits were offered to

major corporate customers which helped boost the sales of structured products significantly.
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Management’s Discussion and Analysis (continued)
RISK MANAGEMENT

Overview

The Group believes that sound risk management is crucial to the success of any organisation. In its daily operation, the Group
attaches a high degree of importance to risk management and emphasises that a balance must be struck between risk control and
business growth and development. The principal types of risk inherent in the Group’s businesses are reputation risk, legal and
compliance risk, strategic risk, credit risk, market risk, interest rate risk, liquidity risk and operational risk. The Group’s risk

management objective is to enhance shareholder value by maintaining risk exposures within acceptable limits.

Risk Management Governance Structure

The Group’s risk management governance structure is designed to cover the whole process of all businesses and ensure various
risks are properly managed and controlled in the course of conducting business. The Group has a sound risk management
organisational structure. It implements a comprehensive set of policies and procedures to identify, measure, monitor and control
various risks that may arise. These risk management policies and procedures are regularly reviewed and modified to reflect
changes in markets and business strategies. Various groups of risk takers assume their respective responsibilities for risk

management.

The Board of Directors, representing the interests of shareholders, is the highest decision-making authority of the Group and has the
ultimate responsibility for risk management. The Board, with the assistance of its committees, has the primary responsibility for the
formulation of risk management strategies and for ensuring that the Group has an effective risk management system to implement
these strategies. The Risk Committee (“RC”), a standing committee established by the Board of Directors, is responsible for
overseeing the Group’s various types of risks, reviewing and approving high-level risk-related policies and overseeing their
implementation, reviewing significant or high risk exposures or transactions and exercising its power of veto if it considers that any
transaction should not proceed. The Audit Committee (“AC”) assists the Board in fulfilling its role in overseeing the internal control

system.

The Chief Executive (“CE”) is responsible for managing the Group’s various types of risks, approving detailed risk management
policies, and approving material risk exposures or transactions within his authority delegated by the Board of Directors. The Chief
Risk Officer (“CRO”) assists the CE in fulfilling his responsibilities for the day-to-day management of risks. The CRO is responsible
for initiating new risk management strategies, projects and measures that will enable the Group to better monitor and manage new
risk issues or areas that may arise from time to time from new businesses, products and changes in the operating environment. He
may also take appropriate initiatives in response to regulatory changes. The CRO is also responsible for reviewing material risk
exposures or transactions within his delegated authority and exercising his power of veto if he believes that any transaction should

not proceed.

Various units of the Group have their respective risk management responsibilities. Business units act as the first line of defence while
risk management units, which are independent from the business units, are responsible for the day-to-day management of different
kinds of risks. Risk management units have the primary responsibilities for drafting, reviewing and updating various risk management

policies and procedures.
The Group’s principal banking subsidiaries, Nanyang and Chiyu, are subject to risk policies that are consistent with those of the

Group. These subsidiaries execute their risk management strategies independently and report to the Group’s management on a

regular basis.
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Credit Risk Management

Credit risk is the risk that a customer or counterparty will be unable to or unwilling to meet a commitment it has entered into with the
Group and will cause a financial loss. The Chief Credit Officer (“CCQ”) reports directly to the CRO and is responsible for the
management of credit risk and for the formulation of all credit policies and procedures. Different credit approval and control
procedures are adopted according to the level of risk associated with the customer, counterparty or transaction. Corporate and
financial institution credit applications are independently reviewed and objectively assessed by risk management units. A small
business credit scorecard is used to assist the credit assessment of small enterprise credit facilities. A credit scoring system is used
to process retail credit transactions, including residential mortgage loans, personal loans and credit cards. The Credit Risk
Assessment Committee comprising experts from the Group’s credit and other functions is responsible for making an independent

assessment of all credit facilities which require the approval of Deputy Chief Executives or above.

The Group’s internal loan grading system divides loans into 5 categories with reference to HKMA’s guidelines. The Risk
Management Department (“RMD”) provides regular credit management information reports and ad hoc reports to the Management

Committee, RC and Board of Directors to facilitate their continuous monitoring of credit risk.

For investments on debt securities and securitisation assets, the external credit rating and assessment on credit quality of the
underlying assets are used for managing the credit risk involved. Credit limits are established on a customer and security issuer
basis. For derivatives, the Group sets customer limits to manage the credit risk involved and follows the same approval and control

processes as loans and advances. Ongoing monitoring and stop-loss procedures are established.

The Group adopted a comprehensive methodology in determining whether a particular asset/mortgage backed security (‘ABS/MBS”)
was impaired. Under the methodology, the Group would not only take into consideration the mark-to-market (MTM) price of the issue
and its external credit rating, but also other factors including its FICO score, vintage, collateral location, adjustable rate mortgage
(“ARM”) status, delinquencies, level of collateral protection, loan to value ratio and prepayment speed. Having considered these
factors, the ABS/MBS issue had to further pass the required credit enhancement coverage ratio set by the Group. This ratio was
determined by applying assumptions regarding the default rates based on the available delinquency, foreclosure and real estate
owned (“REQ”) data of the ABS/MBS issue.

Interest Rate Risk Management

The Group’s interest rate risk exposures are mainly structural. The major types of interest rate risk from structural positions are:

> Repricing risk — mismatches in the maturity or repricing periods of assets and liabilities

» Basis risk — different pricing basis for different transactions so that the yield on assets and cost of liabilities may change by
different amounts within the same repricing period

> Yield curve risk — non-parallel shifts in the yield curve, e.g. steepening or flattening of the yield curves that may have an
adverse impact on net interest income or economic value

> Option risk — exercise of the options embedded in assets, liabilities or off-balance sheet items that can cause a change in the

cashflows of assets and liabilities

The Group’s Asset and Liability Management Committee (“ALCO”) exercises its oversight of interest rate risk and RC sanctions the
interest rate risk management policies formulated by ALCO. The interest rate risk is identified and measured on a daily basis. The
Treasury Department (“TD”) manages the interest rate risk according to the established policies. The Finance Department (“FD”)
closely monitors the related risks and the results are reported to ALCO regularly. RMD reviews the policies, guidelines and limits

proposed by the TD.
Gap analysis is one of the tools used to measure the Group’s exposure to repricing risk. This provides the Group with a static view

of the maturity and repricing characteristics of its balance sheet positions. The Group uses interest rate derivatives to hedge its

interest rate exposures and in most cases, plain vanilla interest rate swaps are used.
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Sensitivities of earnings and economic value to interest rate changes (Earnings at Risk and Economic Value at Risk) are assessed
through a hypothetical interest rate shock of 200 basis points across the yield curve on both sides. Earnings at Risk and Economic
Value at Risk are controlled respectively within an approved percentage of the projected net interest income for the year and the

latest capital base as sanctioned by RC. The results are reported to ALCO and RC on a regular basis.

The impact of basis risk is gauged by the projected change in net interest income under scenarios of imperfect correlation in the
adjustment of the rates earned and paid on different instruments. Ratios of assets to liabilities with similar pricing basis are

established to monitor such risk.

Stress test on yield curve risk is performed to assess the impact on earnings and economic value due to the steepening or flattening
of the yield curve. The impact of optionality of demand and savings deposits and prepayment of mortgage loans is also assessed
under different stress test scenarios. The prepayment risk of ABS/MBS is assessed by the impact on earnings and economic value

using the sensitivity of extended / contracted weighted average life.

Market Risk Management
Market risk is the risk of loss that results from movements in market rates and prices. The Group’s market risk arises from
customer-related business and proprietary trading. Trading positions are subject to daily marked-to-market valuation. The risk

includes potential losses arising from changes in foreign exchange and interest rates as well as equities and commodities prices.

Market risk management framework

Market risk is managed within various major risk limits approved by the RC, including risk positions and / or risk factor sensitivities.
Since April 2007, BOCHK has also formally applied Value-at-Risk (VAR) limit as a daily risk management tool. These overall risk
limits are divided into sub-limits by reference to different risk products, including interest rates, foreign exchange rates, commodity
prices and equity products. Transactions are classified into different risk product categories according to the prominent type of risk

inherent in the transactions.

As aforesaid, the Group’s risk management objective is to enhance shareholder value by maintaining risk exposures within
acceptable limits. The Group’s market risk management framework comprises three levels. The Board of Directors and its Risk
Committee are the ultimate decision making authorities. The formulation of risk management procedures and the implementation
mechanism, and the monitoring of compliance are mainly the responsibility of the Group’s senior management (including CE and
CRO). RMD is responsible for the oversight of the Group’s market risk to ensure that overall and individual market risks are within the
Group'’s risk tolerance. Risk exposures are monitored on a day-to-day basis to ensure that they are within established risk limits and
are regularly reported to the senior management. Nanyang and Chiyu have their own independent risk monitoring units to monitor

limit compliance on a daily basis.

The Group’s control of market risk is based on restricting individual operations to trading within various market risk limits approved by
the RC, and a list of permissible instruments authorised by senior management, as well as enforcing rigorous new product approval

procedures to ensure that all risks that arise are thoroughly identified, properly measured and adequately controlled.

The Group also uses VAR technique to measure potential losses and market risks of its trading book for reporting to the RC and
senior management on a periodic basis. VAR is a statistical technique which estimates the potential losses that could occur on risk

positions taken over a specified time horizon within a given level of confidence.

The Group has changed its VAR calculation from a variance/co-variance basis to historical simulation basis with effect from April
2007. The Group uses historical movements in market rates and prices, a 99% confidence level and a 1-day holding period to
calculate portfolio and individual VAR. Movements in market prices are calculated by reference to market data from the last two

years.
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The following table sets out the VAR for all trading market risk exposure1 of BOCHK.

Minimum for ~ Maximum for ~ Average for

HK$'m At the first half the first half  the first half
30 June of year of year of year

VAR for all market risk - 2008 6.3 3.0 7.8 5.2
- 2007 2.8 1.4 4.8 3.1

VAR for foreign exchange risk products - 2008 5.7 2.8 7.3 4.6
- 2007 3.5 1.0 5.2 34

VAR for interest rate risk products - 2008 3.3 1.0 3.8 21
- 2007 1.3 0.7 3.1 1.8

VAR for equity risk products - 2008 0.2 0.2 2.8 0.6
- 2007 0.3 0.1 0.6 0.3

VAR for commodity risk products - 2008 0.0 0.0 0.5 0.1
- 2007 0.0 0.0 0.4 0.1

In the first half of 2008, the average daily revenue? of BOCHK earned from market risk-related trading activities was HK$6.0 million

(first half of 2007: HK$2.6 million).

! Structural FX positions have been excluded.

2 Revenues from structural FX positions and back to back transactions have been excluded.

Although a valuable guide to risk, VAR should always be viewed in the context of its limitations. For example:

- the use of historical data as a proxy for estimating future events may not encompass all potential events, particularly those which
are extreme in nature;

- the use of a one-day holding period assumes that all positions can be liquidated or hedged in one day. This may not fully reflect
the market risk arising at times of severe illiquidity, when a one-day holding period may be insufficient to liquidate or hedge all
positions fully;

- the use of a 99 per cent confidence level, by definition, does not take into account losses that might occur beyond this level of
confidence; and

- VAR is calculated on the basis of exposures outstanding at the close of business and therefore does not necessarily reflect

intra-day exposures

The Group recognises these limitations by augmenting its VAR limits with other position and sensitivity limit structures. Additionally,
the Group applies a wide range of stress testing, both on individual portfolios and on the Group’s consolidated positions. Stress
testing programme of the trading book includes sensitivity testing on changes in risk factors with various degrees of severity, as well
as scenario analysis on historical events including the 1997 Asian Crisis and the 11 September event in the United States in 2001.
The Group’s stress-testing regime provides senior management with an assessment of the financial impact of identified extreme

events on the market risk exposures of the Group.
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Liquidity Risk Management
The aim of liquidity management is to enable the Group to meet, even under adverse market conditions, all its maturing repayment

obligations on time, and to fund all its asset growth and strategic opportunities without forced liquidation of its assets at short notice.

The Group funds its operations principally by accepting deposits from retail and corporate depositors. In addition, the Group may
issue certificates of deposit to secure long-term funds. Funding may also be secured through adjusting the asset mix in the Group’s
investment portfolio. The Group uses the majority of funds raised to extend loans, to purchase debt securities or to conduct

interbank placements.

The Group monitors the liquidity risks using cash flow analysis (under normal condition and stress conditions respectively) and by
examining deposit stability, concentration risk, mismatch ratios, loan-to-deposit ratio and liquidity profile of the investment portfolio.
The primary objective of the Group’s asset and liability management strategy is to achieve optimal returns while ensuring adequate
levels of liquidity and capital within an effective risk control framework and ALCO is responsible for establishing these policy
directives (including the liquidity contingency plan), and RC sanctions the liquidity management policies. TD manages the liquidity
risk according to the established policies. FD monitors the Group’s liquidity risks and reports to ALCO regularly. RMD reviews the

policies, guidelines and limits proposed by the TD.

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 Group has put in place an effective internal control process which requires the establishment of detailed policies and control
procedures for all the key activities. Proper segregation of duties and authorisation is the fundamental principle followed by the
Group. RMD formulates corporate-level policies and procedures concerning operational risk management which are approved by
RC. The management of respective business lines is responsible for managing and reporting operational risks specific to their
business units by applying the respective tools such as key risk indicators, self assessment and operational risk events reporting
mechanism to identify, assess and control the risks inherent in their business processes, activities and products. These are followed
by periodic monitoring and ongoing review of changes by RMD. Besides the current operational risk status, trends derived from
historical data are served as alert on potential risks. RMD evaluates the operational risk profile, records operational risk data and
reports operational risk issues to RC and senior management. The Group also takes out insurance to mitigate unforeseeable

operational risks.

Business continuity plans are in place to support business operations in the event of emergency or disaster. Adequate backup

facilities are maintained and periodic drills are conducted.

Reputation Risk Management
Reputation risk is the risk that negative publicity regarding the Group’s business practices, whether genuine or not, will cause a
potential decline in the customer base or lead to costly litigation or revenue erosion. Reputation risk is inherent in every aspect of

business operation and covers a wide spectrum of issues.
In order to mitigate reputation risk, the Group has formulated its Reputation Risk Management Policy that is diligently implemented.

This policy provides guidance to prevent and manage reputation risk proactively at an early stage. It requires constant monitoring of

external reputation risk incidents and published failures of risk incidents in the financial industry.
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Management’s Discussion and Analysis (continued)

Legal and Compliance Risk Management

Legal risk is the risk that unenforceable contracts, lawsuits or adverse judgments may disrupt or otherwise negatively affect the
operation or financial condition of the Group. Compliance risk is the risk of legal or regulatory sanctions, financial loss, or loss to
reputation a bank may suffer as a result of its any failure to comply with all applicable laws and regulations. By establishing and
maintaining appropriate policies and guidelines, the CRO, working through the Legal and Compliance Department, is responsible for

proactively identifying and managing these risks.

Strategic Risk Management
Strategic risk generally refers to the risks that may induce immediate or future negative impact on the financial and market positions

of the Group because of poor strategic decisions, improper implementation of strategies and lack of response to the market.

The Board of Directors reviews and approves the policy for the management of strategic risks. Key strategic issues have to be fully

evaluated and properly endorsed by the senior management and the Board.

Capital Management

The major objective of capital management is to maximise total shareholders’ return while maintaining a capital adequacy position
commensurate with the Group’s overall risk profile. The Group periodically reviews its capital structure and adjusts the capital mix
where appropriate to achieve the targeted weighted average cost of capital. ALCO monitors the Group’s capital adequacy. The

Group has complied with all the statutory capital standards for all the periods.

To comply with HKMA’s requirements as stated in the Supervisory Policy Manual “Supervisory Review Process”, the Group has
implemented its internal capital adequacy assessment process (“ICAAP”). Using the statutory minimum capital adequacy ratio
(“CAR”"), 8%, as a starting point, extra capital (capital add-on) needed to cover the risks not captured under Pillar | was assessed.
Scorecard methodology has been used to evaluate the Group's risk profile in order to assess the capital add-on and determine the
minimum CAR. An Operating CAR Range has also been established which incorporates the need for future business growth and

efficiency of capital utilisation.

Stress Testing

The Group supplements the analysis of various types of risks with stress testing. Stress testing is a risk management tool for
estimating the Group’s risk exposures under stressed conditions arising from extreme but plausible market or macroeconomic
movements. These tests are conducted on a regular basis and ALCO monitors the results against limits approved by RC. Stress test

results are also reported to the Board and RC regularly.
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Condensed Consolidated Income Statement

(FBEKY) (FAZRAT )
(Unaudited) (Unaudited)
§FRE RIS
2008 & 2007 =
6 £[ 30 [! 6 %] 30 [!
Half-year ended Half-year ended
fff=E 30 June 30 June
Notes 2008 2007
I = jf-—* ey
AT AT Py
HK$’'m HK$'m
Interest income 17,580 21,154
Interest expense (8,116) (12,648)
Net interest income 4 9,464 8,506
Fees and commission income 4,008 3,546
Fees and commission expenses (941) (803)
Net fees and commission income 5 3,067 2,743
Net trading income 6 1,237 417
Net loss on financial instruments designated at
fair value through profit or loss (92) (5)
Net gain on investment in securities 128 2
Other operating income 231 194
Net operating income before impairment
allowances 14,035 11,857
Net (charge)/reversal of impairment allowances 9 (2,227) 166
Net operating income 11,808 12,023
Operating expenses 10 (4,022) (3,371)
Operating profit 7,786 8,652
Net gain from disposal of/fair value adjustments
on investment properties 11 710 416
Net gain from disposal/revaluation of
properties, plant and equipment 12 5
Share of profits less losses of associates (2)
Profit before taxation 8,510 9,071
Taxation 13 (1,332) (1,592)
Profit for the period 7,178 7,479
Attributable to:
Equity holders of the Bank 7,033 7,366
Minority interests 145 113
7,178 7,479
Dividends 14 3,960 4,390

BY52 = 144 F1 Y M’\T;EW W55k V32 The notes on pages 52 to 144 are an integral part of this interim financial information.

W‘%F’iﬂ:’?‘ o

46



@ ¥ 8 4 £7 (5 ) B R AT

BANK OF CHINA (HONG KONG) LIMITED

PR £ 2 £ i

o

GEEER TN SRS
Hfivites

SR DIE R G

SRR Y SRR

7 SR

FIARR I BT fﬁ%ﬁﬂ%}

R H PR
T il
A 4

P M
TR

H ek

Fif

ﬁ%ﬁwﬁﬁmﬁﬁﬁﬁ

B I B 1 £ RS AR T R
[

S Y S i

(RS- N

FaE T

PSS, LS VRS

H PR i)

BRI

PEEHRITIE [?1

BHEf

fr e

Condensed Consolidated Balance Sheet

ASSETS

Cash and balances with banks and other financial
institutions

Placements with banks and other financial institutions
maturing between one and twelve months

Financial assets at fair value through profit or loss

Derivative financial instruments

Hong Kong SAR Government certificates of
indebtedness

Advances and other accounts

Investment in securities

Interests in associates

Investment properties

Properties, plant and equipment

Deferred tax assets

Other assets

Total assets

LIABILITIES

Hong Kong SAR currency notes in circulation

Deposits and balances of banks and other financial
institutions

Financial liabilities at fair value through profit or loss

Derivative financial instruments

Deposits from customers

Debt securities in issue at amortised cost

Other accounts and provisions

Current tax liabilities

Deferred tax liabilities

Subordinated liability

Total liabilities

47

(FBK19) (FERT)
(Unaudited) (Audited)

2008 & 2007

6 £ 30 F! 12 7] 31 [!
5i=a At 30 June At 31 December
Notes 2008 2007
G e
HK$’'m HK$'m
15 188,451 159,052
50,689 53,154
16 11,266 10,302
17 21,397 14,477
32,430 32,770
18 486,977 420,212
19 259,415 297,048
89 83
20 8,634 8,058
21 25,226 23,288
27 7 10
22 13,103 20,776
1,097,684 1,039,230
32,430 32,770
81,625 60,599
23 12,113 11,405
17 17,705 11,082
24 821,668 794,247
2,756 2,089
25 27,883 38,569
1,862 1,210
27 3,953 3,967
28 8,150 -
1,010,145 955,938
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Condensed Consolidated Balance Sheet (continued)

(FEHK) (GRERT)
(Unaudited) (Audited)
2008 # 2007 =
6 £] 30 f! 12 5| 31 |!
|§fTﬁE£ At 30 June At 31 December
Notes 2008 2007
= N f{f V,l =
i) A i S
HK$’'m HK$'m
EQUITY
Share capital 29 43,043 43,043
Reserves 30 42,884 38,700
Capital and reserves attributable to the equity holders
of the Bank 85,927 81,743
Minority interests 1,612 1,549
Total equity 87,539 83,292
Total liabilities and equity 1,097,684 1,039,230

The notes on pages 52 to 144 are an integral part of this interim financial information.
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ffel# £ f84"@E3  Condensed Consolidated Statement of Changes in Equity

GRS
(Audited)

B R T
Attributable to equity holders of the Bank

i

uil
R
Reserve for
. fﬁ fair value .
PR changesof PR
e Premises  available-for e T Al FileE<! fing A
Share  revaluation -sale Regulatory  Translation Retained A Minority Total
capital reserve securities reserve” reserve earnings Total interests equity
A 1T HMBF 1T A 1T HMBEF 17 HMEE 1Y HMEE 1Y I 7 ST LT
T T 720 AR (0 T o 1 L 120 A T S 101 S
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
452007 F 1 F[1 | At1 January 2007 43,043 6,154 (115) 3,621 - 26,298 79,001 1,419 80,420
2007 &F o s Net profit for the first half of 2007 - - - - - 7,366 7,366 113 7,479
Efv?‘??%&ﬁ% &) Currency translation difference - - - - 6 - 6 - 6
2006 F =1 fif 4 HHLEL 2006 final dividend paid - - - - - - - (79) (79)
2007 - sf | BFHELL 2007 interim dividend payable - - - - - (4,390) (4,390) - (4,390)
R \'ﬁ Revaluation of premises - 1,168 R R R R 1,168 7 1175
P "“= A Release upon disposal of
premises - 2) - - - 2 - - -
fal %5%’1 55 2 fiffd Change in fair value of
I HEp A available-for-sale securities
taken to equity - - (625) - - - (625) - (625)
S LEE Amortisation with respect to
[ IRk e available-for-sale securities
transferred to held-to-maturity
securities - - 10 - - (70) (60) - (60)
PRI Y R E‘F,U?}J/ f#  Release of reserve upon
'FJ i disposal of available-for-sale
securities - - (56) - - 1 (55) 3 (52)
[ GRS (R ) /E*wr“;tl Release (to)/from deferred tax
bcpTesueanaliil liabilities - (194) 114 - - - (80) ) (82)
% T i F s Transfer from retained eamings - - - 351 - (351) - - -
#2007 # 6 7] 30 |! At 30 June 2007 43,043 7,126 (672) 3,972 6 28,856 82,331 1,461 83,792
Bank and subsidiaries 43,043 7,126 (672) 3,972 6 28,815 82,290
Associates - - - - - 41 41
43,043 7,126 (672) 3,972 6 28,856 82,331
At 1 July 2007 43,043 7,126 (672) 3,972 6 28,856 82,331 1,461 83,792
Net profit for the second half of
2007 - - - - - 7,911 7,91 157 8,068
Currency translation difference - - - - 8 - 8 - 8
2007 interim dividend paid - - - - - (9,986) (9,986) (78) (10,064)
Revaluation of premises - 1,740 - - - - 1,740 10 1,750
Release upon disposal of
premises - (21) - - - 21 - - -

Change in fair value of

available-for-sale securities

taken to equity - - (292) - - - (292) 3 (289)
Amortisation with respect to

available-for-sale securities

transferred to held-to-maturity

securities - - 2 - - (45) (43) - (43)
b fﬁﬁif@]i%?@ﬁiﬁ}ﬁ Net impairment charges
transferred to profit or loss - - 289 - - - 289 - 289
PRET B i LT ,yi; Vi Release of reserve upon
i g disposal of available-for-sale
securities - - 73 - - ()] 72 3) 69
AR " BRI Release to deferred tax liabilities
ff - (282) (5) - - - (287) (1) (288)
’Fﬁv‘;‘é‘{ﬂja‘lﬁﬁi Transfer from retained earnings _ _ _ 158 _ (158) ~ _ _
#2007 F 12 7] 31 [ At 31 December 2007 43,043 8,563 (605) 4,130 14 26,598 81,743 1,549 83,292
Bank and subsidiaries 43,043 8,563 (605) 4,130 14 26,553 81,698
Associates - - - - - 45 45
43,043 8,563 (605) 4,130 14 26,598 81,743
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FE?%R')* fifz@fs%  Condensed Consolidated Statement of Changes in Equity

422008 7F 1 F[1 |1
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472008 F 6 ] 30 [ !

At 1 January 2008

Net profit for the first half
of 2008

Currency translation
difference

2007 final dividend paid

2008 interim dividend
payable

Revaluation of premises

Release upon disposal of
premises

Change in fair value of
available-for-sale
securities taken to
equity

Amortisation with respect
to available-for-sale
securities transferred to
held-to-maturity
securities

Net impairment charges
transferred to profit or
loss

Release of reserve
upon disposal of
available-for-sale
securities

Release (to)/from
deferred tax liabiliies

Transfer from retained
eamings

At 30 June 2008

Bank and subsidiaries
Associates

* BRI 39 YRS TR

I IR 73 B 2

[EgEREi

SR ALY IR R P

fir TR ) -

(continued)
(FER)
(Unaudited)
S $ LS R
Attributable to equity holders of the Bank
f' ’#L[ .g
iR
el
Reserve for
Y 3 fair value
Fifff#H  changesof s
Tt Premises  available-for = BRI fes<l Lo DR
Share revaluation sale Regulatory Translation etained AT Minority Total
capital reserve securities reserve* reserve eamings Total interests equity
ra73 PR ra73 ra73 1452 PR 1452 ra73 IF
%142 A 146 146 4 42 A4 O 4 4 6
43,043 8,563 (605) 4,130 14 26,598 81,743 1,549 83,292
- - - - - 7,033 7,033 145 7,178
- - - - 198 - 198 1 199
. . - - - - - (107) (107)
R . R - - (3,960) (3,960) - (3,960)
- 2,134 - - - - 2,134 25 2,159
- (23) - - - 23 - - -
- - (2,364) - - - (2,364) 3 (2,361)
- - - - - (44) (44) - (44)
- - 1,187 - - - 1,187 - 1,187
- - 17 - - - 17 - 17
- (257) 240 - - - 17) (4) (21)
- - - 490 - (490) - - -
43,043 10,417 (1,525) 4,620 212 29,160 85,927 1,612 87,539
43,043 10,417 (1,525) 4,620 212 29,109 85,876
- - - - - 51 51
43,043 10,417 (1,525) 4,620 212 29,160 85,927

9752 = 144 1V wrf‘tw H!Efl[lﬁé}‘?%ﬂk’/éﬁh‘%ﬁl The notes on pages 52 to 144 are an integral part of this interim financial information.

i3 e
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unforeseeable risks, in addition to the loan impairment allowances recognised under HKAS 39.

In accordance with the requirements of the HKMA, the amounts are set aside for general banking risks, including future losses or other
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Condensed Consolidated Cash Flow Statement

Cash flows from operating activities
Operating cash inflow before taxation
Hong Kong profits tax paid
Overseas profits tax paid

Net cash inflow from operating activities

Cash flows from investing activities

Purchase of properties, plant and
equipment

Proceeds from disposal of properties, plant
and equipment

Proceeds from disposal of investment
properties

Proceeds from dissolution of an associate

Dividends received from associates

Net cash outflow from investing activities

Cash flows from financing activities
Dividends paid to equity holders of the Bank
Dividends paid to minority shareholders
Proceeds from subordinated liability

FEW™ / (FRUY) ¥MFE  Net cash inflow/(outflow) from financing

activities

Increase in cash and cash equivalents
Cash and cash equivalents at 1 January

W6 E30FIVFE E%TF[]EF.!_‘Q:EJE I Cash and cash equivalents at 30 June

Y52 2 144 1LV IEE A I STOR] LV A

Wﬁﬂu °

FAER) (FFER)
(Unaudited) (Unaudited)
g # = F SR
2008 = 2007 =
6 £] 30 [! 6 F] 30 |!
L Half-year ended  Half-year ended
Wﬁjf 30 June 30 June
Notes 2008 2007
= ST B R
S U
HK$’'m HK$'m
31(a) 43,447 11,329
(645) (545)
(67) (44)
42,735 10,740
(216) (287)
1 16
98 80
- 1
2 2
(115) (188)
(3,960) (4,735)
(107) (79)
8,144 -
4,077 (4,814)
46,697 5,738
152,057 128,257
31(b) 198,754 133,995

The notes on pages 52 to 144 are an integral part of this interim financial information.
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Notes to the Interim Financial Information
1. Basis of preparation and accounting policies
Basis of preparation

The unaudited interim report has been prepared in accordance with HKAS 34 “Interim
Financial Reporting” issued by the HKICPA.

Accounting policies

The accounting policies and methods of computation used in the preparation of the
unaudited interim report are consistent with those used in the Group’s financial statements
for the year ended 31 December 2007 and should be read in conjunction with the Group’s
Annual Report for 2007.

2, Critical accounting estimates and judgements in applying accounting
policies

The Group makes estimates and assumptions that are consistent with those used in the
Group'’s financial statements for the year ended 31 December 2007.
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Notes to the Interim Financial Information (continued)

3. Financial risk management

The Group is exposed to financial risks as a result of engaging in a variety of business
activities. The principal financial risks are credit risk, market risk (including currency and
interest rate risk) and liquidity risk. This note summarises the Group’s exposures to these
risks.

3.1 Credit Risk

Gross loans and advances

(a) Impaired advances

A financial asset is impaired and impairment losses are incurred if, and only if, there is
objective evidence of impairment as a result of one or more events that occurred and
that loss event(s) has an impact on the estimated future cash flows of the financial
asset that can be reliably estimated.

If there is objective evidence that an impairment loss on loans has been incurred, the
amount of loss is measured as the difference between the carrying amount and the
present value of estimated future cash flows generated by the financial asset.
Objective evidence that a financial asset is impaired includes observable data that
comes to the attention of the holder of the asset about the loss events.
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3. Financial risk management (continued)

3.1 Credit Risk (continued)

Gross loans and advances (continued)

(a) Impaired advances (continued)

Gross impaired advances to customers

Individually assessed loan impairment
allowances made in respect of such
advances

Current market value of collateral held against
the covered portion of advances to
customers

Covered portion of advances to customers

Uncovered portion of advances to customers

Gross impaired advances to customers as a
percentage of gross advances to customers

Notes to the Interim Financial Information (continued)

2008 = 2007 =

6 £] 30 [! 12 7] 31 !
At 30 June At 31 December
2008 2007

= 3 f{ = ," =
AT T Py
HK$’'m HK$'m
649 697

416 381

441 559

335 410

314 287

0.14% 0.17%

The loan impairment allowances were made after taking into account the value of

collateral in respect of impaired advances.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

Gross loans and advances (continued)

(a) Impaired advances (continued)

Classified or impaired advances to customers are analysed as follows:

2008 ¥ 2007 =

6 E[ 30 F! 12 F] 31 |

At 30 June At 31 December

2008 2007

h = ﬂ yuul

R P

HK$'m HK$'m
Gross classified or impaired advances to

customers 1,607 1,803
Gross classified or impaired advances to

customers as a percentage of gross
advances to customers 0.34% 0.44%

Classified or impaired advances to customers follow the definitions set out in the
Banking (Disclosure) Rules and represent advances which are either classified as
“substandard”, “doubtful” or “loss” under the Group’s classification of loan quality, or
individually assessed to be impaired.
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lﬁﬂﬁﬁ‘mﬂgﬁﬁ% Notes to the Interim Financial Information (continued)

I
(&)

3. ﬁﬂﬂ@f‘[‘@ﬁfﬂ Ga) 3. Financial risk management (continued)

31 [ETRRE Gi) 3.1 Credit Risk (continued)

METE GR) Gross loans and advances (continued)

(b) @ﬁﬁi’fjﬁ 3 {RE|VET (b) Advances overdue for more than 3 months
ﬁ.
TP I PP Advances with a specific repayment date are classified as overdue when the principal
o H A E@WHIR or interest is past due and remains unpaid. Advances repayable by regular instalments
R 55 R FII) are classified as overdue when an instalment payment is past due and remains unpaid.
(B TR - 1)) Advances repayable on demand are classified as overdue either when a demand for
R el E repayment has been served on the borrower but repayment has not been made in
- N5y S ELR = 1 accordance with the instruction or when the advances have remained continuously
W Ty TR BRI (e outside the approved limit that was advised to the borrower.

AR R
TSR, 2
SERCE AT P
A €T
- R e
IV HHE e
IR -
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3. Financial risk management (continued)

3.1 Credit Risk (continued)

Gross loans and advances (continued)

Notes to the Interim Financial Information (continued)

(b) Advances overdue for more than 3 months (continued)

The gross amount of advances overdue for more than 3 months is analysed as follows:

2008 = 6 £| 30 F!
At 30 June 2008

2007 & 12 5| 31 |!
At 31 December 2007

e R

F15ik= B
% of gross % of gross
&% advances to o 1 advances to
Amount customers Amount customers
i I
HK$’m HK$'m
Gross advances
to customers
which have
been overdue
for:
- six months or
less but
over three
months 171 0.03% 242 0.06%
- one year or
less but over
six months 184 0.04% 163 0.04%
- over one year 619 0.13% 652 0.16%
Advances overdue
for over three
months 974 0.20% 1,057 0.26%
Individually
assessed loan
impairment
allowances made
in respect of
such advances 345 305
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3. Financial risk management (continued)

3.1 Credit Risk (continued)

Gross loans and advances (continued)

(b) Advances overdue for more than 3 months (continued)

Current market value of collateral held against
the covered portion of advances to

customers

Covered portion of advances to customers

Uncovered portion of advances to customers

Notes to the Interim Financial Information (continued)

2008 = 2007 =+

6 £] 30 [! 12 5| 31 !
At 30 June At 31 December
2008 2007

h = X f\rscl—‘ ‘!:,l =
R AT R
HK$’'m HK$'m
1,922 1,970

723 847

251 210

Collateral held against overdue or impaired loans is principally represented by charges

over business assets such as commercial and residential premises for corporate loans
and mortgages over residential properties for personal loans.

As at 30 June 2008 and 31 December 2007, there were no advances to banks and
other financial institutions that were overdue for more than three months.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

Gross loans and advances (continued)

(c) Rescheduled advances

2008 & 6 £| 30 ! 2007 F 12 5| 31 !
At 30 June 2008 At 31 December 2007
[ T RS i T v
B2} [ FIoiEs
% of gross % of gross
&% advances to % ] advances to
Amount customers Amount customers
il HHTE P
HK$’m HK$'m
Rescheduled
advances to
customers net
of amounts
included in
advances
overdue for
more than 3
months 116 0.02% 186 0.05%

As at 30 June 2008 and 31 December 2007, there were no rescheduled advances to
banks and other financial institutions.

Rescheduled advances are those advances that have been restructured or
renegotiated because of deterioration in the financial position of the borrower or of
the inability of the borrower to meet the original repayment schedule and for which
the revised repayment terms, either of interest or of repayment period, are
non-commercial. Rescheduled advances, which have been overdue for more than
three months under the revised repayment terms, are included in overdue advances.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)
Gross loans and advances (continued)

(d) Concentration of advances to customers

(i) Sectoral analysis of gross advances to customers

ﬁiﬁg{fjgiﬁiﬁmp‘} The information concerning gross advances to customers has been analysed into
i?{Jifh‘ I fﬁ ET A I loans used inside or outside Hong Kong by industry sectors of the borrowers as
EINE €571l follows:
I ESR S S
fregps
2008 & 6 £| 30 [!
At 30 June 2008
SRS .
TR ﬂﬁ‘ﬂﬂa“@ﬂ’ A AE Y
% Covered k2L ETRUIB I ) ﬁﬁ'{i" T
by P Individually  Collectively
WETETHE collateral Classified d d
Gross or other or I HA* impairment impairment
advances security impaired Overdue* allowances allowances
A i 30 O 1 A ARt 39 4 A 0 A T
HK$’'m HK$’m HK$’'m HK$’'m HK$’'m
fjﬁiﬁfﬁﬁ'w e Loans for use in Hong Kong
BRS¢ Industrial, commercial and
financial
- P - Property development 19,195 37.78% 6 32 3 52
- Pty - Property investment 72,249 87.85% 229 645 17 200
- Financial concerns 13,500 7.00% . 8 . 41
- Stockbrokers 177 14.66% - - - b
_ ﬁgu;—?ﬁif - Wholesale and retail trade 16,273 60.16% 217 352 94 44
- BhE¥ - Manufacturing 16,313 57.88% 131 259 42 52
- l@ﬁbgﬂfwj - Transport and transport
equipment 22,289 20.60% 2 10 1 62
- iﬁ;ﬂgﬁ;ﬁ - Recreational activities 25 92.16% - - - -
- YRR - Information technology 8,244 22.29% - 79 - 22
-y - Others 26,158 36.58% 84 450 17 72
it~ Individuals
- Eﬁfﬁ'r‘*ﬁl?ﬁj EV=EED - Loans for the purchase of
A o flats in Home Ownership
ey itk by Scheme, Private Sector
eI E5RL Participation Scheme and
Tenants Purchase
Scheme 14,129 99.90% 11 501 6 12
- FER I PP e - Loans for purchase of other
# residential properties 116,148 99.96% 193 1,547 6 77
- fﬁnj{g}ﬁ» - Credit card advances 5,666 . 25 1,267 . 62
-y - Others 11,826 79.55% 94 548 42 15
fjﬁiﬁ]’@g'ﬁ/ ERFAgE Total loans for use in Hong
Kong 342,192 72.06% 1,092 5,698 228 71
B b Trade finance 31,683 32.44% 146 441 11 95
&Fﬁf{{.j‘}f]} fij‘J;I/ eV Loans for use outside Hong
Kong 101,677 34.54% 369 472 77 302
O ERR R Gross advances to customers 475,552 61.40% 1,607 6,611 416 1,108
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3.1 Credit Risk (continued)

3. Financial risk management (continued)

Gross loans and advances (continued)

ErRGREE (R81)

g

- e

- Bl
- i

- W E Pt L
H

- fFrHe

- Hf

T FHT Y e

PR
A9 LY £

K

- R e
o4 2
FLSTEHS (54 15
B HI s e

Loans for use in Hong Kong

Industrial, commercial and
financial
- Property development
- Property investment
- Financial concerns
- Stockbrokers
- Wholesale and retail trade
- Manufacturing
- Transport and transport

equipment

- Recreational activities
- Information technology
- Others

Individuals

- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme and
Tenants Purchase
Scheme

- Loans for purchase of other
residential properties

- Credit card advances
- Others

Total loans for use in Hong
Kong

Trade finance

Loans for use outside Hong
Kong

Gross advances to customers

(d) Concentration of advances to customers (continued)

2007 F 12 ] 31 |!
At 31 December 2007

(i) Sectoral analysis of gross advances to customers (continued)

Notes to the Interim Financial Information (continued)

E )
Ve I’[ﬁ‘HUf?jiéJ/ FSy “,Efiéif
% Covered SR ERRUYRIITE G ETER IS
by Vil i Individually Collectively
ETETE collateral Classified assessed assessed
Gross or other or sarHH* impairment impairment
advances security impaired Overdue* allowances allowances
?%miflﬂt“'l Al M 1 FJ T ?%V’F’?Fl T ?%Miflﬂﬁ T ?émifl%'i T
I M I I I
HK$'m HK$'m HK$'m HK$'m HK$'m
17,979 33.97% 16 18 3 52
65,963 86.50% 343 961 14 187
12,346 6.05% - 14 - 43
242 12.10% - - - -
13,572 65.05% 238 382 85 41
14,468 58.08% 138 550 37 48
21,001 21.1% 3 25 1 60
30 93.53% - - - -
2,009 37.39% - 2 - 6
21,046 41.70% 90 584 16 65
13,969 99.78% 129 599 8 13
106,583 99.87% 284 2,078 18 81
5,761 - 23 245 - 63
10,686 79.57% 119 314 50 14
305,655 73.30% 1,383 5,772 232 673
24,275 40.71% 105 399 73 77
83,110 39.76% 315 375 76 254
413,040 64.64% 1,803 6,546 381 1,004

* Advances with a specific repayment date are classified as overdue when the principal or interest is past due and remains

unpaid.
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A&

3. £ fz*llﬁ'g‘.fff;l &) 3. Financial risk management (continued)

31 I'F;,E’T’E?I‘ﬁ &) 3.1 Credit Risk (continued)
ETE GR) Gross loans and advances (continued)
(d) FEFRR g GR) (d) Concentration of advances to customers (continued)
(i) PRl dee o5 5 (il) Geographical analysis of gross advances to customers and overdue advances

I R RE
NIRRT & T The following geographical analysis of gross advances to customers and overdue
H AR L ] £ advances is based on the location of the counterparties, after taking into account the
BV PRI 5T transfer of risk in respect of such advances where appropriate.
FERLEUSCE bt

= VERTR Y,
m%‘juéjﬁéfgg}ﬁ
D e R

T ETR AT Gross advances to customers

2008 = 2007 =

6 ] 30 I 12 7] 31 1
At 30 June At 31 December
2008 2007

WA T ELR S Y

FIF R TR Py

HK$’'m HK$'m

{,?%F Hong Kong 391,394 351,080
Pl 3 Mainland China 57,858 39,050
E Py Others 26,300 22,910
475,552 413,040
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3. Financial risk management (continued)

3.1 Credit Risk (continued)

Gross loans and advances (continued)

(d) Concentration of advances to customers (continued)

Notes to the Interim Financial Information (continued)

(i) Geographical analysis of gross advances to customers and overdue advances

(continued)

Gross advances to customers (continued)

Collectively assessed loan impairment allowances in respect of the gross

advances to customers

Hong Kong
Mainland China
Others

Overdue advances

Hong Kong
Mainland China
Others

63

2008 = 2007 =
6 £] 30 F! 12 5| 31 !
At 30 June At 31 December
2008 2007
1= JSET 1 B
BTy HIE Py
HK$’m HK$'m
895 827
155 124
58 53
1,108 1,004
2008 = 2007 =
6 E| 30 [! 12 5| 31 |!
At 30 June At 31 December
2008 2007
HAT L5 A1
MER™ BT
HK$’'m HK$'m
6,050 6,221
415 278
146 47
6,611 6,546
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F'ﬁ‘:'v?'—é’ﬁ'ﬂlf‘ﬁﬁgf Notes to the Interim Financial Information (continued)

[13R
(&)

3. ﬁﬂﬂ@f‘[‘@ﬁfﬂ Ga) 3. Financial risk management (continued)

31 fﬁEﬁ"Eﬂ‘ﬁ Ga) 3.1 Credit Risk (continued)
METE GB) Gross loans and advances (continued)
(d) HEEFRE R GB) (d) Concentration of advances to customers (continued)
(i) F£9B B 55 5 (if) Geographical analysis of gross advances to customers and overdue advances
Nl ek (continued)
TP ERE (G
e (8D Overdue advances (continued)
Pl €T (e Individually assessed loan impairment allowances in respect of the overdue
I ffh e advances
ﬁgﬁ%
2008 & 2007 =
6 E[ 30 [! 12 F[ 31 |
At 30 June At 31 December
2008 2007
h = Y j{j}u‘;" :' e
il A
HK$’'m HK$'m
g Hong Kong 319 284
FHBI (2 Mainland China 56 46
E Py Others 10 2
385 332
W A TR (B Collectively assessed loan impairment allowances in respect of the overdue
ﬁs“ ['ff, JeHE advances
?ﬁgﬁ ]
2008 & 2007 =+
6 £[30f! 12 £ 31 |1
At 30 June At 31 December
2008 2007
WA 1R AT 1T
Al AR
HK$’'m HK$'m
RS Hong Kong 59 60
FlBsI 3 Mainland China 7 10
Rl Others 1 -
67 70
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3. Financial risk management (continued)

3.1 Credit Risk (continued)

Gross loans and advances (continued)

(d) Concentration of advances to customers (continued)

Notes to the Interim Financial Information (continued)

(ii) Geographical analysis of gross advances to customers and overdue advances

(continued)

Classified or impaired advances

2008 & 2007 =
6 E| 30 [! 12 5] 31 |!
At 30 June At 31 December
2008 2007

h = Y j{)}.‘;" :' e

HITE Py HHFE Py

HK$’m HK$'m

Hong Kong 1,373 1,572
Mainland China 234 223
Others - 8
1,607 1,803

Individually assessed loan impairment allowances in respect of the classified

or impaired advances

2008 = 2007 =

6 £] 30 F! 12 5| 31 |!
At 30 June At 31 December
2008 2007

(v S 1

BT BT

HK$’'m HK$'m

Hong Kong 355 333
Mainland China 61 46
Others - 2
416 381
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

Gross loans and advances (continued)

(d) Concentration of advances to customers (continued)

(i) Geographical analysis of gross advances to customers and overdue advances
(continued)

Classified or impaired advances (continued)

Collectively assessed loan impairment allowances in respect of the classified
or impaired advances

2008 & 2007 =
6 £] 30 f! 12 7] 31 |!
At 30 June At 31 December
2008 2007

V7 S 1T

A AT R

HK$’'m HK$'m

Hong Kong 22 19
Mainland China 4 6
26 25

Repossessed assets

The estimated market value of repossessed assets held by the Group as at 30 June 2008
amounted to HK$223 million (31 December 2007: HK$116 million). They comprise
properties in respect of which the Group has acquired access or control (e.g. through court
proceedings or voluntary actions by the borrowers concerned) for release in full or in part
of the obligations of the borrowers.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

Debt securities

The table below represents an analysis of the carrying value of investment in securities by
credit rating and credit risk characteristic, based on Moody’s ratings or their equivalent to

the respective issues of the debt securities.

2008 =+ 6 £] 30 |!
At 30 June 2008

S B PR 55
US mortgage related*

e e EET

Subprime Alt-A Prime Others** Total

BEPAT BETRR OBETRT O BETER O RETAT

HK$’m HK$’m HK$’m HK$’m HK$’'m

Aaa Aaa 1,213 5,110 24,297 50,369 80,989
Aal = Aa3 Aa1 to Aa3 - 101 - 96,857 96,958
A1 = A3 A1to A3 30 - 53 26,055 26,138
A3 I'|™ Lower than A3 - - - 2,771 2,771
= Unrated - - - 52,028 52,028
1,243 5,211 24,350 228,080 258,884

2007 F 12 5| 31 [!
At 31 December 2007
SB[ TP R R 55
US mortgage related*

) H g AT

Subprime Alt-A Prime Others** Total

HSEE 1 EL SEEE 1L S LT S LT SEEE 1L

L 5 Ak 0 LA e 01 ER ki () S L i S
HK$'m HK$'m HK$'m HK$'m HK$'m

Aaa Aaa 4,118 6,567 29,014 54,673 94,372
Aal = Aa3 Aa1l to Aa3 - - - 88,952 88,952
Al = A3 A1t0 A3 - - - 27,062 27,062
A3 I'|™ Lower than A3 - - - 2,772 2,772
:”?ﬂy Unrated - - - 83,445 83,445
4,118 6,567 29,014 256,904 296,603

* AT E LN S

o RSP S A

e R -

*  Representing those securities relating to residential mortgage.

** Including exposures to Freddie Mac and Fannie Mae.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

Debt securities (continued)

For the above investment in debt securities with no issue rating, their issuer ratings are
analysed as follows:

2008 & 2007 =
6 £] 30 f! 12 7] 31 |!
At 30 June At 31 December
2008 2007

AT | B ST 1 R

A AT Py

HK$’'m HK$'m

Aaa 8,355 16,917
Aa1lto Aa3 32,313 47,998
A1to A3 9,058 7,663
Lower than A3 448 490
Unrated 1,854 10,377
52,028 83,445

The Group defines US subprime mortgage related debt securities as those that are
supported by US residential subprime mortgage loans to borrowers. As at 30 June 2008,
the Group’s exposure to the US subprime mortgage market was limited to investments in
the US subprime mortgage related debt securities.

With regard to risk management of the debt securities, the Group analyses important
factors of its US mortgage asset-backed securities such as different vintages, delinquency
rates, credit ratings and underlying mortgage pools.

The Group’s impairment allowances on available-for-sale and held-to-maturity debt
securities held at 30 June 2008 amounted to HK$1,308 million and HK$2,281 million
respectively (31 December 2007: HK$190 million and HK$1,682 million). The carrying
values of the available-for-sale and held-to-maturity debt securities considered impaired as
at 30 June 2008 were HK$4,785 million and HK$5,947 million respectively (31 December
2007: HK$556 million and HK$3,738 million).
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

Debt securities (continued)

Included in the above were impairment allowances on US subprime mortgage related debt
securities held at 30 June 2008 amounting to HK$450 million (31 December 2007:
HK$1,253 million) and the carrying value of these impaired securities as at 30 June 2008
amounted to HK$894 million (31 December 2007: HK$2,856 million).

The Group’s impairment allowances on US Alt-A mortgage backed securities held at 30
June 2008 amounted to HK$1,229 million (31 December 2007: HK$573 million). The
carrying value of these impaired securities as at 30 June 2008 was HK$3,215 million (31
December 2007: HK$1,380 million).

The Group’s impairment allowances on US prime mortgage backed securities held at 30
June 2008 amounted to HK$1,910 million (31 December 2007: HK$46 million). The
carrying value of these impaired securities as at 30 June 2008 was HK$6,623 million (31
December 2007: HK$58 million).

As at 30 June 2008 and 31 December 2007, there were no overdue debt securities.
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(&)

3. SR leE () 3. Financial risk management (continued)

3.2 miﬁ’gﬂiﬁ 3.2 Market Risk
Wik VAR
I ?&ﬁ‘l?ﬁif[ x%&ﬁ:ﬁ The following table sets out the VAR for all trading market risk exposure1 of BOCHK.
FUBV R s
Wi o
R e e
6FI30F! S WU T
Minimum Maximum  Average for
for the first for the first the first
At half of half of half of
L HK$'m 30 June year year year
e 5@#]‘ Fj;l/iﬁ,“ﬁéa fif VAR for all market risk 2008 6.3 3.0 7.8 5.2
2007 2.8 14 4.8 3.1
e o T e Fﬁ[ﬁ,},ﬂj ﬁ;‘/iﬂils’ﬁ fif VAR for foreign exchange risk - 2008 5.7 2.8 7.3 4.6
products 2007 3.5 1.0 5.2 3.4
F|= et b % ’;hllﬁﬂj‘ Fj;'/ i fif VAR for interest rate risk 2008 3.3 1.0 3.8 21
products 2007 1.3 0.7 3.1 1.8
JEE R fﬁ#lﬁ F’j;‘dﬂ@ fif VAR for equity risk products - 2008 0.2 0.2 2.8 0.6
-2007 0.3 0.1 0.6 0.3
F}Jﬁ#l'ﬁ‘ g 7% Fﬁ#,ﬁ F‘j;'/ 1l fill VAR for commaodity risk 2008 0.0 0.0 0.5 0.1
products 2007 0.0 0.0 0.4 0.1
2008 F =4 = ] l%@ﬁ H Kfrmfﬁ In the first half of 2008, the average daily revenue? of BOCHK earned from market
B AT LR Mﬁéﬁ?ﬁﬁ%fm risk-related trading activities was HK$6.0 million (first half of 2007: HK$2.6 million).
By PI Hagfigk 2 tZﬁ{JﬁLGO T F'Jjﬁ
(2007 & 5 = iﬁfﬁ“Z.G EIF'lJ
Fu)oe
! T ?H}‘ﬁ‘/)‘ [ﬂ:‘{Mﬁ I Il - " Structural FX positions have been excluded.
2w }‘ﬁ MR I R TR 2 Revenues from structural FX positions and back to back transactions have been excluded.
JIER
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3.2 Market Risk (continued)

Currency risk

fIe
fr

hpFtEs st R P -
F LT E R
- % 5 B ik
PR SRR

;fgo

P LE A f“@ﬂﬂl’}%ﬁﬁ
ks

- E A DR EE Y S R E R
SRR

2R R R SRR

he SR s

PR BI By P R

BT PR
A Y

- AT

- FtE A

- RO R

T il
R

B i ()

YR AR

Assets

Cash and balances with banks and
other financial institutions

Placements with banks and other
financial institutions maturing
between one and twelve months

Financial assets at fair value

through profit or loss

Derivative financial instruments

Hong Kong SAR Government
certificates of indebtedness

Advances and other accounts

Investment in securities

- Available-for-sale securities

- Held-to-maturity securities

- Loans and receivables

Interests in associates

Investment properties

Properties, plant and equipment

Other assets (including deferred
tax assets)

3. Financial risk management (continued)

2008 & 6 £] 30 [!

Notes to the Interim Financial Information (continued)

The tables below summarise the Group’s exposure to foreign currency exchange rate risk
as at 30 June 2008 and 31 December 2007. Included in the tables are the Group’s assets
and liabilities at carrying amounts in HK$ equivalent, categorised by the original currency.

Total assets

At 30 June 2008

35 FES Iy 35
* f*m’f us HK f(%& Japanese  Pound ey AT
Renmin[)l Dollars  Dollars EURO Yen Sterling Others Total
g R i M ﬂHLl ﬂHLl ﬂHLl ﬂaﬁ aiaﬁ AE.LJ
F lﬂw F lﬂw F IF'J]n F IF'J]n F IF'J]n F IF'J]n F |F’1]7v F IFP‘*
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
85,278 40,984 48,130 1,037 127 9,090 3,805 188,451
615 17,166 32,277 182 1 - 438 50,689
707 2,059 8,426 - - - 74 11,266
- 892 20,505 - - - - 21,397
- - 32,430 - - - - 32,430
16,810 98,693 359,139 3,833 1,728 1,372 5,402 486,977
145 63,630 21,544 15,916 533 2,172 11,895 115,835
920 67,226 36,740 5,613 1,425 1,210 20,371 133,505
- 612 7,996 120 - 148 1,199 10,075
- - 89 - - - - 89
- - 8,634 - - - - 8,634
78 1 25,147 - - - - 25,226
57 2,327 10,560 16 25 24 101 13,110
104,610 293,590 611,617 26,717 3,849 14,016 43,285 1,097,684
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Liabilities

Fiff

TR Pﬁhiﬁiﬁl@fﬁf Hong Kong SAR currency notes in
circulation

SR f*‘@ﬁﬂlﬁ%ﬁ?ﬁ‘ﬁ“%&% Deposits and balances of banks

and other financial institutions

SR Y £HE i Financial liabilities at fair value
through profit or loss

et ST 2!

FETER

PR S S

Derivative financial instruments

Deposits from customers

Debt securities in issue at
amortised cost

P

H ﬁ%%fﬁbﬁérﬁ (& ,ﬁﬁ;’fﬁw@‘w Other accounts and provisions

3.2 Market Risk (continued)

Currency risk (continued)

3. Financial risk management (continued)

2008 & 6 £] 30 [!

Notes to the Interim Financial Information (continued)

el
A

FiffiesE
B Tl ST RSl

i Jal Tl

PRI R

e p T
ki

B SR S0 £

=

kG
=

(including current and deferred

tax liabilities)
Subordinated liability

Total liabilities

Net on-balance sheet position

Off-balance sheet net notional
position*

Contingent liabilities and
commitments

At 30 June 2008

eSS W7 AT
L5 us HK E5¢ Japanese  Pound ey At
Renminbi  Dollars  Dollars EURO Yen Sterling  Others Total
_HLI _E,LJ _H.Ei _H,Ei _ELJ _HLJ _H,LJ _iu,ﬁ
F IFP\A F lﬁn F IFP’“ F IFP’“ F lﬁw F |F’1J7n F lﬁw F |],E1]7n
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
- - 32,430 - - - - 32,430
58,416 13,837 7,043 226 249 580 1,274 81,625
- 1,250 10,812 - - - 51 12,113
- 1,747 15,958 - - - - 17,705
42,273 195,461 495,103 9,805 2,625 22,699 53,702 821,668
- 693 2,003 - - - 60 2,756
1,454 7,724 22,755 336 49 276 1,104 33,698
- - - 8,150 - - - 8,150
102,143 220,712 586,104 18,517 2,923 23,555 56,191 1,010,145
2,467 72,878 25,513 8,200 926 (9,539) (12,906) 87,539
390 (71,924) 66,440  (8,779) (1,194) 9,549 12,308 6,790
9,453 62,162 159,182 4,045 816 411 1,793 237,862

* Off-balance sheet net notional position represents the net notional amounts of foreign currency derivative financial

instruments, which are principally used to reduce the Group’s exposure to currency movements.
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3.2 Market Risk (continued)

Currency risk (continued)

2007 &+ 12 5] 31 !
At 31 December 2007

Notes to the Interim Financial Information (continued)

ES? s Al §5
* l\UﬁT us HK 54 Japanese Pound Bl fy A
Renminbi Dollars Dollars EURO Yen  Sterling Others Total
A A A ?;MT A PMT A T
L T L R
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Assets
Cash and balances with banks and
other financial institutions 30,848 49,823 71,727 1,148 160 1,815 3,531 159,052
Placements with banks and other
financial institutions maturing
between one and twelve months 375 23,854 28,750 - - - 175 53,154
Financial assets at fair value
through profit or loss 917 3246 5899 - - - 240 10,302
Derivative financial instruments - 773 13,703 - - - 1 14,477
Hong Kong SAR Government
certificates of indebtedness - - 32,770 - - - - 32,770
Advances and other accounts 13,335 71,309 323,473 4,202 1,667 1,006 5220 420,212
Investment in securities
- Available-for-sale securities 90 62,611 22,563 7,005 28 1,321 6,900 100,518
- Held-to-maturity securities 864 84,686 59,565 2,486 - 1,554 16,273 165,428
- Loans and receivables - 3,504 26,511 428 - - 569 31,102
Interests in associates - - 83 - - - - 83
Investment properties - - 8,058 - - - - 8,058
Properties, plant and equipment 72 1 23,215 - - - - 23,288
Other assets (including deferred
tax assets) 69 947 19,267 160 62 145 136 20,786
Total assets 46,570 300,844 635,584 15,429 1,917 5841 33,045 1,039,230
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Fifft Liabilities
ﬁrﬁﬁ Hl FﬁEﬁiﬁi&]ﬁ?}Jfﬁ‘ Hong Kong SAR currency notes in
circulation
SR \"“!éﬁﬂlﬁi‘%’rﬁJ/ ¥ Wids Deposits and balances of banks
and other financial institutions
2[R (E T Y S Financial liabilities at fair value
through profit or loss
PRS- Derivative financial instruments
T Deposits from customers
HEinS S5 Y R Debt securities in issue at
amortised cost

H P’ﬁ&'@ﬁ‘fv’i‘%ffﬁ ( EV}?,HCIEJB?E’;E Other accounts and provisions

FUFIE f?i ) (including current and deferred
tax liabilities)
Fﬁrﬁ;ﬂﬁ Total liabilities

W% FifAE] 91

Net on-balance sheet position

FIPEYE S Off-balance sheet net notional

position*

PAREI e R Contingent liabilities and
commitments

3.2 Market Risk (continued)

Currency risk (continued)

3. Financial risk management (continued)

2007 &+ 12 ] 31 f!
At 31 December 2007

Notes to the Interim Financial Information (continued)

ES: s FIEd T
* f*lfﬁ’f us HK 5 Japanese  Pound ey A
Renminbi Dollars Dollars EURO Yen  Sterling Others Total
?ﬁffﬁ‘ HE HP rfrff’?‘ ?ﬁfﬁjf HE HPA ﬁUﬁT
PRT DRSO PRSPRS PRT PR PRS PAS
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
- - 32,770 - - - - 32,770
27,173 19,422 9,090 147 2,141 92 2,534 60,599
- 2,717 8,688 - - - - 11,405
- 1,257 9,814 - - - 1 11,082
17,360 166,467 548,813 8,432 2,492 12,284 38,399 794,247
- 667 1,422 - - - - 2,089
575 9,751 31,932 311 31 386 760 43,746
45,108 200,281 642,529 8,890 4,664 12,762 41,704 955,938
1,462 100,563 (6,945) 6,539 (2,747) (6,921) (8,659) 83,292
394 (97,215) 89,481 (6,478) 2,436 7,050 8,975 4,643
4,873 55,183 163,702 4,693 1,017 259 1,581 231,308
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3.2 Market Risk (continued)

Interest rate risk

EIffi > T TR 1]
PP EIRIET (PJE R H EL
%%) SYME e B ST 5

ER AL wraw% e
Fl H@P{r I Teit g > Fl
A==t FT ;’r.Fw
HEHr
wYE Assets

A WU 4 £ FESEE Cash and balances with banks and

R
- 2] TR E S W

S
S AR T RS £ B

EET R

PRI BT R

EHEO PR
Ay
f i Fﬂn
- RIS
- E}%‘f‘k%{_{;ﬁ

TR

e
?ﬁﬁ?ﬁi

P
f m& (R )

o 2t

other financial institutions

{4 Placements with banks and other

financial institutions maturing

between one and twelve months

Financial assets at fair value
through profit or loss

Derivative financial instruments

Hong Kong SAR Government
certificates of indebtedness

Advances and other accounts

Investment in securities

- Available-for-sale securities

- Held-to-maturity securities

- Loans and receivables

Interests in associates

Investment properties

Properties, plant and equipment

Other assets (including deferred
tax assets)

Total assets

2008 & 6 £] 30 [!

Notes to the Interim Financial Information (continued)

The tables below summarise the Group’s exposure to interest rate risk as at 30 June 2008
and 31 December 2007. Included in the tables are the Group’s assets and liabilities at
carrying amounts, categorised by the earlier of contractual repricing or maturity dates.
Derivative financial instruments are principally used to reduce the Group’s exposure to
interest rate movements. Their carrying amounts are presented under the column
captioned ‘Non-interest bearing’.

At 30 June 2008

-z =% FEE

- WEIP) ZWE AZRE -FDE ZLEIE Non-
Upto1 1-3 312 1-5 Over 5 interest S
month months months years years bearing Total
_H'f_l _E'f_l _Elr_l _Elr_l _Elr_l _H_J _ig_l
PREPRS TR PRE TR OPRE TR
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
181,648 - - - - 6,803 188,451
- 37,480 13,209 - - - 50,689
4,659 3,015 1,082 1,682 641 187 11,266
- - - - - 21,397 21,397
- - - - - 32,430 32,430
374,268 68,631 30,732 9,326 947 3,073 486,977
21,084 22,980 5,523 37,188 28,529 531 115,835
33,961 39,380 14,992 25,075 20,097 - 133,505
4,203 2,560 3,312 - - - 10,075
- - - - - 89 89
- - - - - 8,634 8,634
- - - - - 25,226 25,226
- - - - - 13,110 13,110
619,823 174,046 68,850 73,271 50,214 111,480 1,097,684
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A&

v

3. fjﬂ[’ﬁ'l@'ﬁ.}?ﬁl (G&) 3. Financial risk management (continued)

3.2 ﬂjtﬂ’;ﬂ(ﬁ G&) 3.2 Market Risk (continued)
FlFwie GR) Interest rate risk (continued)
2008 &F 6 £| 30 !
At 30 June 2008
-® =% TR
= TWEIT SRE O AZWE -FIEFE DENE Non-
Up to 1 1-3 3-12 1-5 Over5 interest T
month months months years years bearing Total

F lﬂw F lﬂw F IFP’“ F IFP’“ F IFP‘* F lﬁ-fu F |F1]7v

HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m

F‘j@ Liabilities
ﬁ?frﬁ I Pk 11’5—}%‘ Hong Kong SAR currency notes in

circulation - - - - - 32,430 32,430
SR \"“iéﬂﬂlﬁi‘%’rﬁl ¥ Wi Deposits and balances of banks

and other financial institutions 68,346 3,123 5,378 - - 4,778 81,625
2[R (E T Y S Financial liabilities at fair value

through profit or loss 5,508 5,457 289 859 - - 12,113
LR Derivative financial instruments - - - - - 17,705 17,705
HOEH Deposits from customers 642,094 112,674 31,574 483 - 34,843 821,668
FEinS S5 Y RS Debt securities in issue at

amortised cost - - 2,756 - - - 2,756
H f”ﬂﬁ?f;’lwﬁf[’fﬁj ( Euﬁﬁtfﬁb’}tﬁu} Other accounts and provisions

KR iﬁ) (including current and deferred

tax liabilities) 8,593 - 569 138 - 24,398 33,698
I Subordinated liability . . 8,150 . . . 8,150
Fi e Total liabilities 724,541 121,254 48,716 1,480 - 114,154 1,010,145
FISR S i 1 Interest sensitivity gap (104,718) 52,792 20,134 71,791 50,214  (2,674) 87,539
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3.2 Market Risk (continued)

Interest rate risk (continued)

Assets

other financial institutions

{4 Placements with banks and other

financial institutions maturing

between one and twelve months

Financial assets at fair value
through profit or loss

Derivative financial instruments

Hong Kong SAR Government
certificates of indebtedness

Advances and other accounts

Investment in securities

- Available-for-sale securities

- Held-to-maturity securities

- Loans and receivables

Interests in associates

Investment properties

Properties, plant and equipment

Other assets (including deferred
tax assets)

Total assets

3. Financial risk management (continued)

2007 = 12 F| 31 [!
At 31 December 2007

Notes to the Interim Financial Information (continued)

- = B TEHEL

= I = fiF] A - FDE LEr Non-
Upto1 1-3 3-12 1-5 Over 5 interest A
month months months years years bearing Total
A S A A A S A
bt Y bt bt bt ol i
i A ol U L B s
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
152,733 - - - - 6,319 159,052
- 42,230 10,924 - - - 53,154
3,562 1,637 1,670 2,252 760 421 10,302
- - - - - 14,477 14,477
- - - - - 32,770 32,770
328,728 58,396 19,372 9,487 643 3,586 420,212
11,668 21,320 6,257 19,959 40,869 445 100,518
25,562 43,920 18,534 43,022 34,390 - 165,428
7,459 11,444 12,199 - - - 31,102
- - - - - 83 83
- - - - - 8,058 8,058
- - - - - 23,288 23,288
- - - - - 20,786 20,786
529,712 178,947 68,956 74,720 76,662 110,233 1,039,230
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3. _@Eﬂ["ﬂf‘lﬁ'ﬁ'ﬁﬂ (&) 3. Financial risk management (continued)

3.2 R ()
HH R ()

piffi Liabilities
ﬁi ’F‘jﬂuﬁ?fﬁbi?ﬁiﬁﬁ% Hong Kong SAR currency notes in
circulation
FataRea Hﬁfﬁﬂlﬁ?ﬁﬁ?ﬁ'ﬁ%%% Deposits and balances of banks
and other financial institutions
R SV SIAff Financial liabiliies at fair value
through profit or loss

it ST 2 Derivative financial instruments

T Deposits from customers

RS T LS Y SRS Debt securities in issue at
amortised cost

HPIEFIEf) (fge4R9 Other accounts and provisions

REREIHD (including current and deferred

tax liabilities)

F‘j@;ﬁ#ﬁ Total liabilities

Fl sy | Interest sensitivity gap

3.2 Market Risk (continued)

Interest rate risk (continued)

2007 = 12 F| 31 [!
At 31 December 2007

Notes to the Interim Financial Information (continued)

_ j! = ?; 1\%&4[

SEP A A4S - ®3E SEE N
Upto1 1-3 3-12 1-5 Qver 5 interest A
month months months years years bearing Total
A A A A A A st
iIFH PEFH ﬁf” ﬁf” ﬁf” HF” &FH
R R L s ol s G
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
- - - - - 32,770 32,770
45,728 3,428 6,897 - - 4,546 60,599
6,600 2,355 1,531 919 - - 11,405
- - N - - 11,082 11,082
623,580 98,440 35,157 547 - 36,523 794,247
- - 1,977 112 - - 2,089
7,624 107 - 128 - 35,887 43,746
683,532 104,330 45,562 1,706 - 120,808 955,938
(153,820) 74,617 23,394 73,014 76,662 (10,575) 83,292
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3.3 Liquidity risk
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Assets

Cash and balances with banks and
other financial institutions

Placements with banks and other
financial institutions maturing
between one and twelve months

Financial assets at fair value through
profit or loss

—debt securities held for trading

—others

— debt securities designated at fair
value through profit or loss
— certificates of deposit held

—others
—equity securities

Derivative financial instruments
Hong Kong SAR Government
certificates of indebtedness

Advances and other accounts
—advances to customers

—trade bills
—advances to banks and other
financial institutions

Investment in securities
—debt securities held for
available-for-sale

— certificates of deposit held

—others
—debt securities held for
held-to-maturity

— certificates of deposit held

—others
—debt securities held for loans and
receivables

— equity securities
Interests in associates
Investment properties
Properties, plant and equipment

Other assets (including deferred tax

assets)

Total assets

3. Financial risk management (continued)

2008 = 6 £| 30 |!

Notes to the Interim Financial Information (continued)

Tables below analyse assets and liabilities of the Group as at 30 June 2008 and 31
December 2007 into relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date.

At 30 June 2008

= WEIP) ZRE AZWE -2DE ODEINE TEL
Ej] Upto1 1-3 3-12 1-5 Over 5 E [b:2) RS
On demand month months months years years _Indefinite Total
_Hl _!J _H,J _Hl _EJ _H,J _H,J _H,J
F 1".’1]7» F 'Fﬁw F lf,fn F 1".’1]7» F 'Fﬁw F [Flj-n F lﬁ-nn F lﬁ-n
HK$’m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$'m HK$’'m
92,601 95,850 - - - - - 188,451
- - 37,480 13,209 - - - 50,689
- 3,442 2,482 1,734 725 3 - 8,386
- - - 25 58 - - 83
- - - 253 1,373 984 - 2,610
- - - - - - 187 187
17,845 474 297 1,746 844 191 - 21,397
32,430 - - - - - - 32,430
28,972 15,649 29,278 57,561 201,189 140,361 1,018 474,028
18 4,349 3,920 981 - - - 9,268
28 80 309 189 3,075 - - 3,681
- 1,072 383 1,290 3,831 - - 6,576
- 4,228 6,188 5,775 50,671 37,081 4,785 108,728
- 1,387 1,132 3,826 7,198 - - 13,543
- 635 2,452 19,703 64,018 27,207 5,947 119,962
- 4,203 2,560 3,312 - - - 10,075
- - - - - - 531 531
- - - - - - 89 89
. - - - - - 8,634 8,634
- - - - - - 25,226 25,226
5,212 7,618 8 167 18 - 87 13,110
177,106 138,987 86,489 109,771 333,000 205,827 46,504 1,097,684
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3. _@Eﬂ["ﬂf‘lﬁ'ﬁ'ﬁﬂ (&) 3. Financial risk management (continued)

3.3 Y& e GR)

fiff Liabilities
ﬁrﬁﬁ Hl Fﬁlﬁﬁi?ﬁi&ﬁ?fﬁ‘ Hong Kong SAR currency notes in
circulation
BUTWH LRSIV %5 Deposits and balances of banks
573 and other financial institutions

2[R (CE T Y S Financial liabilities at fair value
through profit or loss

- REVERE — certificates of deposit issued

- — others
[T [ Derivative financial instruments
B E Deposits from customers
PR S Debt securities in issue at

amortised cost

H ﬂ%%fﬁbﬁérﬁ (& ,ﬁﬁ;’fﬁ“;@é Other accounts and provisions

RUEIED fﬁ ) (including current and deferred
tax liabilities)
B Subordinated liability
F“Jmmﬁ Total liabilities
TRy & | Net liquidity gap

3.3 Liquidity risk (continued)

2008 & 6 £] 30 [!

Notes to the Interim Financial Information (continued)

At 30 June 2008

iy - WEIP ZRE A ZRE -2IE OZENE PREE
On Upto1 1-3 3-12 1-5 Over5 2] S
demand month months months years years Indefinite Total
ﬂie_l qaf_l q“r_l ﬂiE_J qH_J qaf_l AE_J ﬂH[_J
F |F‘1]7'~ F lﬂw F IFP’“ F |F’1]7v F lﬁ-fu F lﬂw F lﬁw F IF'J]T"
HK$’'m HK$’'m HK$’'m HK$’'m HK$m  HK$m HK$’'m HK$’'m
32,430 - - - - - - 32,430
59,374 13,750 3,123 5,378 - - - 81,625
- - 962 - 861 - - 1,823
- 3,669 3,347 2,513 478 283 - 10,290
13,710 642 306 1,799 981 267 - 17,705
338,906 337,531 111,325 32,266 1,640 - - 821,668
- - - 2,756 - - - 2,756
14,877 7,821 3,972 2,909 4,096 19 4 33,698
- - - - - 8,150 - 8,150
459,297 363,413 123,035 47,621 8,056 8,719 4 1,010,145
(282,191) (224,426) (36,546) 62,150 324,944 197,108 46,500 87,539
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Assets

Cash and balances with banks and
other financial institutions

Placements with banks and other
financial institutions maturing
between one and twelve months

Financial assets at fair value through
profit or loss

—debt securities held for trading
— certificates of deposit held

—others

— debt securities designated at fair
value through profit or loss
— certificates of deposit held

—others
— equity securities

Derivative financial instruments
Hong Kong SAR Government
certificates of indebtedness

Advances and other accounts
—advances to customers

—trade bills
—advances to banks and other
financial institutions

Investment in securities
—debt securities held for
available-for-sale

— certificates of deposit held

—others
—debt securities held for
held-to-maturity

— certificates of deposit held

—others
— debt securities held for loans and
receivables

—equity securities
Interests in associates
Investment properties
Properties, plant and equipment

Other assets (including deferred tax
assets)

3.3 Liquidity risk (continued)

3. Financial risk management (continued)

2007 #

P12 5] 31 F!

At 31 December 2007

Notes to the Interim Financial Information (continued)

g

==

Total assets

= &I = R = e S TiEE
A Up to 1 1-3 3-12 1-5 Over 5 Frit AFT
On demand month months months years years  Indefinite Total
A HE HpEE A HE HE MR MR
o L o b Lk ol L L Lk el
F rﬁn F |F1J7x F fﬁn F rﬁn F lﬂﬁ F If,‘ljﬁ F fﬁﬂ F fﬁﬂ
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
40,087 118,965 - - - - - 159,052
- - 42,230 10,924 - - - 53,154
- - - 80 - - - 80
- 1,697 779 2,342 1,307 32 - 6,157
- - - 120 230 - - 350
- 36 141 73 1,897 1,147 - 3,294
- - - - - - 421 421
12,686 228 129 929 459 46 - 14,477
32,770 - - - - - - 32,770
21,174 16,345 25,968 43,608 173,120 130,067 1,373 411,655
12 2,815 2,227 280 - - - 5,334
27 - 600 440 2,156 - - 3,223
- 701 462 2,614 3,689 - - 7,466
- 5,886 3,776 7,515 30,790 44,084 556 92,607
- 1,097 1,490 2,426 6,351 624 - 11,988
- 4,278 12,309 17,166 81,918 34,031 3,738 153,440
- 7,459 11,444 12,199 - - - 31,102
- - - - - - 445 445
- - - - - - 83 83
- - - - - - 8,058 8,058
- - - - - - 23,288 23,288
3,360 16,241 24 174 189 - 798 20,786
110,116 175,748 101,579 100,890 302,106 210,031 38,760 1,039,230
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Liabilities
Hong Kong SAR currency notes in

circulation

BUTWH LRSIV %5 Deposits and balances of banks

#
S BE T R SREIR

- WEVEEE
-
(S S
HIEH
SRS N

and other financial institutions
Financial liabilities at fair value
through profit or loss
— certificates of deposit issued
— others
Derivative financial instruments
Deposits from customers
Debt securities in issue at
amortised cost

H ﬁ%%fﬁbﬁérﬁ (& ,ﬁﬁ;’fﬁ“l@é Other accounts and provisions

SR

et

S Y

(including current and deferred
tax liabilities)

3.3 Liquidity risk (continued)

3. Financial risk management (continued)

2007 F 12 5] 31 [!
At 31 December 2007

Notes to the Interim Financial Information (continued)

-

—

Total liabilities

Net liquidity gap

SRR SR A SR - ETE DEN R R
A1 Upto1 1-3 3-12 1-5 Over 5 F1H WSk
On demand month months months years years Indefinite Total
H R N H HbA R N S
A 1 T A A A A
PRRODRROPRE O PRS O PAR O OPRS TRE DR
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
32,770 - - - - - - 32,770
28,200 22,074 3,428 6,897 - - - 60,599
- - - 1,086 868 - - 1,954
- 2,554 1,925 3,680 983 309 - 9,451
8,320 411 352 954 831 214 - 11,082
329,668 330,435 98,440 35,157 547 - - 794,247
- - - 1,977 112 - - 2,089
15,443 15,543 6,968 1,660 4,099 - 33 43,746
414,401 371,017 111,113 51,411 7,440 523 33 955,938
(304,285) (195,269) (9,534) 49,479 294,666 209,508 38,727 83,292

82



©,

A

¥ (&) 4L £5 (&%) B R A F

BANK OF CHINA (HONG KONG) LIMITED

F IR eI
(58)

3. SFERTE GO)

3.3

PRErRYS BIR ()

R E 5T R

(R (Ped) D
A i - &
BT 8 1 5]
EVR R SRS H R R
FANH] ) oY - EREHD
Il 4T 50 SO SR
% 51?@?}’@ HI By
B3 Wl (5] - 3
BRI CNG IEIRE
FESRIERIIE 1 - (Y
FEF RV MR
FRR PR RCRI
By T, o It
A R SR
AR GpEp) -

£ BRI F B 5 Y
TR ) (4
¥ (qE) PHD VAR
o s o
e T
= -

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)
3.3 Liquidity risk (continued)

The above maturity classifications have been prepared in accordance with relevant
provisions under the Banking (Disclosure) Rules. The Group has reported assets such as
advances and debt securities which have been overdue for not more than one month as
“Repayable on demand”. In the case of an asset that is repayable by different payments
or instalments, only that portion of the asset that is actually overdue is reported as
overdue. Any part of the asset that is not due is reported according to the residual
maturity unless the repayment of the asset is in doubt in which case the amount is
reported as “Indefinite”. The above assets are stated after deduction of provisions, if any.

The analysis of debt securities by remaining period to maturity is disclosed in order to
comply with relevant provisions under the Banking (Disclosure) Rules. The disclosure
does not imply that the securities will be held to maturity.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)
3.4 Capital Management

(a) Capital adequacy ratio

2008 = 2007 =+

6 £] 30 F! 12 7] 31 !

At 30 June At 31 December

2008 2007

Capital adequacy ratio 13.87% 13.08%
Core capital ratio 11.51% 12.23%

The capital ratios are computed on the consolidated basis that comprises the positions
of BOCHK and certain subsidiaries specified by the HKMA for its regulatory purposes
and in accordance with the Banking (Capital) Rules.

The differences between the basis of consolidation for accounting and regulatory
purposes are described in “Additional Information — Subsidiaries of the Bank” on page
151.
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3. Financial risk management (continued)

3.4 Capital Management (continued)

(b) Components of capital base after deductions

Notes to the Interim Financial Information (continued)

The consolidated capital base after deductions used in the calculation of the above
capital adequacy ratio as at 30 June 2008 and 31 December 2007 and reported to the

HKMA is analysed as follows:

Core capital:
Paid up ordinary share capital
Reserves
Profit and loss account
Minority interests

Deductions from core capital
Core capital

Supplementary capital:
Fair value gains arising from holdings of
available-for-sale securities
Fair value gains arising from holdings of
securities designated at fair value through
profit or loss
Collective loan impairment allowances

Regulatory reserve
Term subordinated debt

Deductions from supplementary capital
Supplementary capital

Total capital base after deductions

2008 ¥ 2007 =+

6 £] 30 F! 12 5| 31 !
At 30 June At 31 December
2008 2007

I = f{‘ = 'jY ==
R
HK$’'m HK$'m
43,043 43,043
19,572 22,611
3,310 207
1,230 1,284
67,155 67,145
(274) (483)
66,881 66,662
157 18

3 9

1,108 1,004
4,620 4,130
8,144 -
14,032 5,161
(274) (483)
13,758 4,678
80,639 71,340

Subsidiaries which are not included in the consolidation group for the calculation of
capital adequacy ratios are denoted in “Additional Information — Subsidiaries of the
Bank” on page 151. Investment costs in such subsidiaries are deducted from the

capital base.

85



@ ¥ 8 4 £7 (5 ) B R AT

BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

F IR eI
(58)

4. Net interest income

4. FFIRYET

S ES B iES
2008 & 2007 &
6 £] 30 f! 6 %] 30 !
Half-year ended Half-year ended
30 June 30 June
2008 2007
MR M
HK$’'m HK$'m
FIEUS? Interest income
& K T bR [ ﬂ I SalEiN) Cash and due from banks and other financial
Jgig[g)w% INES g institutions 2,694 3,229
WO ETE Advances to customers 8,195 9,939
T 5 HARY Listed investments 1,314 1,192
TR RS 455 Unlisted investments 5,158 6,393
Y Others 219 401
17,580 21,154
FIE Y Interest expense
[ﬁ]ﬂ};’ SRR ﬂ%f&ﬂ{k}%ﬁﬁ Due to banks, customers and other financial
WepoE institutions (7,750) (12,165)
e Debt securities in issue (58) (49)
i [ Subordinated liability (6) -
NG| Others (302) (434)
(8,116) (12,648)
RS Net interest income 9,464 8,506

2008 & 4 = VFRET &
?ﬁ?ﬁff’ﬁﬂ I]‘E'Jjﬁ (2007 =
g I?%FIFTT1.4JF'J71 ) B
Wé%ﬁﬁﬁ%ﬂuwgﬂ
B # 7]
ijtﬁﬁ13‘F
(2007 = FF = 1)

R T R {E T D
&Eﬂg}‘éﬁz&gﬁ ‘j Iﬁfﬁ—ﬁ: 4
FOF RIS R FHIRLL 5T )
ELHMEE 174.14 8 (2007
I 208,81 i)
KHMAETT.10 B (2007 F

IR 1&%’?122 SO fET )

Included within interest income is HK$21 million (first half of 2007: HK$14 million) of interest
income recognised on advances classified as impaired for the first half of 2008. Interest
accrued on impaired investment securities amounted to HK$13 million (first half of 2007: Nil).

Included within interest income and interest expense are HK$17,414 million (first half of 2007:
HK$20,881 million) and HK$7,710 million (first half of 2007: HK$12,259 million) for financial
assets and financial liabilities that are not recognised at fair value through profit or loss

respectively.
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5. ?571‘%55'%%979 HES 5. Net fees and commission income
F,i“’i’b"v Pl&YsT Fees and commission income
5 Securities brokerage
45%[ - Stockbroking
- % - Bonds
|ﬁ Bl Credit cards
FER )& Bills commissions
e Insurance
ERRLPE Loan commissions
HFEAS Payment services
Eyik FITEF' Asset management
fﬁ?‘%ﬁ%‘? Trust services
PEIR Guarantees
R Others
- [Ty e - currency exchange
-t ﬂfﬁ‘jﬁ o - RMB business
- [ﬁlﬁffﬁ - safe deposit box
- B - information search
- FRzplE - correspondent banking
- P EEE - low deposit balance accounts
- g - BOC cards
- %‘F'F{T" - postage and telegrams
- PRERIE - agency services
- i - dormant accounts
- Epy - sundries
ﬁFji‘;ﬁ'}E [EA 2 Fees and commission expenses
WY Bl &y Net fees and commission income
PR Of which arise from
- 2R 2 A tF g - financial assets or financial liabilities not at fair value
Bl 3 ffi through profit or loss

- e Bl& s - Fees and commission income

- qﬁiﬂ'}/ M ES=AT - Fees and commission expenses

- trust and other fiduciary activities
- Fees and commission income

- IFEE; W POE Fift
- AR IF‘JMT !

- PR plE L - Fees and commission expenses
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LES s EE TiES
2008 &= 2007 =
6 E] 30 f! 6 5] 30 f!
Half-year ended  Half-year ended
30 June 30 June
2008 2007
. T FL
A HRTE
HK$’'m HK$'m
1,289 1,324
220 65
578 471
329 273
293 192
263 129
239 221
157 342
87 66
26 24
108 73
99 54
96 99
25 23
21 17
15 17
13 14
13 12
11 8
9 11
117 111
4,008 3,546
(941) (803)
3,067 2,743
288 158
(14) (38)
274 120
170 66
(3) -
167 66
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Notes to the Interim Financial Information (continued)

6. T pAfEYF?

6. Net trading income

§ERTE B T ES
2008 # 2007 =
6 £] 30 [! 6 %] 30 !
Half-year ended  Half-year ended
30 June 30 June
2008 2007
h = N\ f),éx‘—' Vll v
A TR A
HK$’'m HK$'m
1UERIRED Net gain from:
- JHRET BRI RED A FhF' - foreign exchange and foreign exchange
products 875 155
- FllFkT A - interest rate instruments 206 192
- B T S - equity instruments 135 70
- liﬂfﬁ[»ll - commodities 21 -
1,237 417
7. BS LY R 7. Net gain on investment in securities
EEg I ES I F R
2008 & 2007 =
6 £] 30 [! 6 £] 30 [!
Half-year ended Half-year ended
30 June 30 June
2008 2007
TR A
HK$’'m HK$'m
HWF’,T f# H'.f%;%?j NAEEE A Net gain from disposal of available-for-sale securities 129 1
E@Lﬂ[ﬁﬂ%‘:ﬁ WIS A Net (loss)/gain from redemption of held-to-maturity
CE#D 151 securities ) 1
128 2
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8. 3 PSS

G AR
EaSiiEmt i
w&'#"ﬁi’ IEEMET
dl- g,hf}‘:mij I3
f;r W%:f: IRl
F

s Jr }{‘;‘#"’F}Jﬁ\! [/q’L IJEH?_I

AT T ﬁm (2007 & P#
=2 Ty we
RSP E S IF £
Frd o

i,

8. Other operating income

Notes to the Interim Financial Information (continued)

FEEE EFriiES
2008 & 2007 =
6 £] 30 F! 630!
Half-year ended  Half-year ended
30 June 30 June
2008 2007
ﬁﬁ“ﬁlﬁﬁ ﬁf’f‘g IIFl T
HK$’m HK$ m

Dividend income from investment in securities
- unlisted investments 9 9
Gross rental income from investment properties 151 123
Less: Outgoings in respect of investment properties (24) (22)
Net gain on disposal of subsidiaries - 1
Others 95 83
231 194

Included in the “Outgoings in respect of investment properties” is HK$1 million (first half of
2007: HK$2 million) of direct operating expenses related to investment properties that were

not let during the period.
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9. 3&[’@&‘%@]35? (fﬁﬁﬁ) /9. Net (charge)/reversal of impairment allowances
1l

HEIETHE
45“ IFLl
-%ﬂﬂﬁ
- faln
- PRl =i s
# ﬂ#lﬂﬂ%“ I'p‘l EYE TR v
I

- RS R
AL i [ EERO PR
ﬁﬁiﬁﬁ

ETRUTR 5 S (RO )
[
[ o
B ﬂ,if R T
- T

=T EES

B E E E L T

e
- 4&” i

Hpy

W R
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BANK OF CHINA (HONG KONG) LIMITED

Advances to customers
Individually assessed

- new allowances
- releases
- recoveries

Net reversal of individually assessed loan
impairment allowances

Collectively assessed
- new allowances
- releases
- recoveries

Net charge of collectively assessed loan
impairment allowances

Net (charge)/reversal of loan impairment
allowances

Available-for-sale securities

Net charge of impairment losses on
available-for-sale securities

- Individually assessed

Held-to-maturity securities

Net charge of impairment allowances on
held-to-maturity securities

- Individually assessed

Others

Net (charge)/reversal of impairment allowances
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Notes to the Interim Financial Information (continued)

EE Y e F 5 R
2008 = 2007 =

6 E] 30 [! 6 530 !
Half-year ended Half-year ended
30 June 30 June
2008 2007
HAE AT 1T
A AT
HK$’'m HK$'m
(142) (106)

62 109

187 340

107 343

(199) (192)

7 -

14 15

(178) (177)

(71) 166
(1,187) -
(962) -

0] -
(2,227) 166
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Notes to the Interim Financial Information (continued)

SRR I
(&)

10. ZEHI 10. Operating expenses

FERE EEE i ES
2008 2007 =
6 £] 30 F! 6 %] 30 !
Half-year ended  Half-year ended
30 June 30 June
2008 2007
I = N f),?x‘—' V,l v
BEERT O RTAT
HK$’'m HK$'m
ME R ( éu}‘ﬁﬁ[ Hiprs) Staff costs (including directors’ emoluments)
- B A R - salaries and other costs 2,261 1,926
- e - termination benefit 2 6
- sl b2 - pension cost 177 145
2,440 2,077
ik “?ﬁﬁfb O EN}‘F’,}’?{%T) Premises and equipment expenses (excluding
depreciation)
- R A - rental of premises 190 165
- YRR - information technology 183 142
- Hp - others 117 105
490 412
Pres” Depreciation 478 372
FRTHIP = Auditors’ remuneration
- KEHRS - audit services 5 4
- JERRIRS - non-audit services 1 1
H PR Other operating expenses 608 505
4,022 3,371
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H('ﬁg%ﬁ’m”‘ﬁﬁ_ Notes to the Interim Financial Information (continued)

1. Y] LI'EE /,":I 11. Net gain from disposal of/fair value adjustments on investment

l,‘ﬂ%ﬁiﬂ/?ﬂ EE s properties
§E R B e
2008 = 2007 =
6 £] 30 F! 6 5] 30 [!
Half-year ended  Half-year ended
30 June 30 June
2008 2007
= ST 1 BT
W R
HK$’'m HK$'m
u 'f SECAEKE ST B Net gain on disposal of investment properties 9 2
ey [@?ﬁ?&dém'f Net gain on fair value adjustments on investment
7 properties 701 414
710 416

12. H',EI/;_’[ FP¥ - fir5 12. Net gain from disposal/revaluation of properties, plant and
ur%*ﬁﬁ"/?— 2% equipment

g FRE BT

2008 & 2007 =

6 £] 30 F! 6 5] 30 [!
Half-year ended Half-year ended
30 June 30 June
2008 2007

= m—

i A T S

HK$’m HK$'m

th ‘Féif lnik S AR 7Y Net loss on disposal of other fixed assets - (2)
Fi 'Fr* R ] Eras Net gain on revaluation of premises 6 7
6 5
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Fr AR
- R

R

W9

A R
2008 & 4 i ,’ﬁ,’;ﬁqg%ﬁﬁ
1EF| (% 16.5% (2007
1 17.5% ) HHEVE - 14
JHEH VAT B 2008
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BANK OF CHINA (HONG KONG) LIMITED

13. Taxation

Taxation in the condensed consolidated income statement represents:

Notes to the Interim Financial Information (continued)

EES e LS e
2008 & 2007 =
6 £] 30 F! 6 5] 30 !
Half-year ended  Half-year ended
30 June 30 June
2008 2007
a2
HK$’m HK$'m

Hong Kong profits tax
- current period taxation 1,286 1,508
Deferred tax (reversal)/charge (32) 37
Hong Kong profits tax 1,254 1,545
Overseas taxation 78 47
1,332 1,592

Hong Kong profits tax has been provided at the rate of 16.5% (2007:

17.5%) on the

estimated assessable profits arising in Hong Kong for the first half of 2008. Taxation on
overseas profits has been calculated on the estimated assessable profits for the first half of
2008 at the rates of taxation prevailing in the countries in which the Group operates.
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H('g‘g%ﬁm”‘ﬁﬁgf Notes to the Interim Financial Information (continued)
e

13. A°F (&) 13. Taxation (continued)
+ R EIBERL RS Y The taxation on the Group’s profit before taxation that differs from the theoretical amount that
HERRUE T??ﬁé%(ﬁ%?ufﬂ would arise using the taxation rate of Hong Kong is as follows:

RAF PIESERE B

g EFEE T ES

2008 = 2007 =

6 £] 30 F! 6 %] 30 [!
Half-year ended  Half-year ended
30 June 30 June
2008 2007

Z N ——

S i S

HK$’'m HK$'m

A Profit before taxation 8,510 9,071

A 16.5% (2007 : 17.5% ) Calculated at a taxation rate of 16.5% (2007: 17.5%)

S R 1,404 1,587
PR A2 B iR 2 Effect of different taxation rates in other countries 32 (11)
?Lﬁ%\’?ﬁﬁ/ﬂ'f‘ Income not subject to taxation (158) (32)
RS B R Expenses not deductible for taxation purposes 54 48
P RCE Taxation charge 1,332 1,592
R Effective tax rate 15.7% 17.6%
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H('g‘g%ﬁm”‘ﬁﬁgf Notes to the Interim Financial Information (continued)
e

14. JEEL 14. Dividends
El g TAES CE S IS
2008 £ 6 A 30 H 2007 ‘£ 6 J1 30 H
Half-year ended Half-year ended
30 June 2008 30 June 2007

EL v HEE By AEAE
T YA HHET | R
TR BT TR
Per share Total Per share Total
HK$ HK$’'m HK$ HK$'m
Fl AR EL Interim dividend 0.092 3,960 0.102 4,390

15. BixFHELE P H#US% 15, Cash and balances with banks and other financial institutions

H P2 B R O
2008 = 2007 =+
6 E] 30 [! 12 5] 31 f!
At 30 June At 31 December
2008 2007
Wlf Tu B 1L
[IJ-IK jm {hKA]‘;S‘Jm
?[@3&% Cash 4,089 3,334
T AL U R Balances with central banks 83,826 30,627

RS B P RS A Balances with banks and other financial
AR institutions 4,686 6,126

- (B EI P E L L= A Placements with banks and other financial

Hﬂfﬁiﬂxﬁ%ﬁﬁ% institutions maturing within one month 95,850 118,965
188,451 159,052
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16. 27 [@A[~5 i

&R

B R
psEs

Sai

- B

- 2R

IR

S Al

- ZEH

AEr

At fair value

Debt securities
- Listed in Hong
Kong
- Listed outside
Hong Kong

- Unlisted

Equity securities
- Listed in Hong
Kong
- Unlisted

Total

W&
Financial assets designated

EES AN L T 1
ENE %Eﬁif #

Notes to the Interim Financial Information (continued)

16. Financial assets at fair value through profit or loss

T B at fair value through profit or St
Trading securities loss Total
2008 2007 = 2008 2007 = 2008 2007 =
6 £ 30 F! 12 7] 31 [! 6 E[ 30 [! 12 7] 31 [! 6 E[ 30 F! 12 5] 31 |1
At 30 June At 31 December At 30 June At 31 December At 30 June At 31 December
2008 2007 2008 2007 2008 2007
MR BETAT WERR BT RERAR RS
HK$’'m HK$'m HK$’'m HK$'m HK$’'m HK$'m
476 190 168 727 644 917
168 537 936 1,002 1,104 1,539
644 727 1,104 1,729 1,748 2,456
7,742 5,510 1,589 1,915 9,331 7,425
8,386 6,237 2,693 3,644 11,079 9,881
72 327 - - 72 327
115 94 - - 115 94
187 421 - - 187 421
8,573 6,658 2,693 3,644 11,266 10,302
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H('%ﬂ%ﬁ’m”‘ﬁﬁgf Notes to the Interim Financial Information (continued)
&

16. 7 [@#d(~F  #i4¢  16. Financial assets at fair value through profit or loss (continued)
Y EREYE (R

3 i (R ?FJ;SE;'/ = Hi Financial assets at fair value through profit or loss are analysed by type of issuer as follows:

Y A R 5 A
K

2008 = 2007
6 £[ 30 ! 12 5[ 31 [!
At 30 June At 31 December
2008 2007
- A L
A RN
HK$’m HK$'m
= My Sovereigns 6,852 3,756
2 E«%ﬁ Public sector entities 338 413
ALF IS K f*’ﬁé%ﬁiﬁlfﬁ;\%ﬁ Banks and other financial institutions 2,236 3,899
Al Corporate entities 1,840 2,234
11,266 10,302
2 A (M FE '}EJE%;'/ ZH Financial assets at fair value through profit or loss are analysed as follows:
T A
2008 & 2007 =
6 £] 30 [! 12 7] 31 |!
At 30 June At 31 December
2008 2007
I = A\ f’,r—' 7" =
i A T
HK$’'m HK$’'m
’F![é‘j Treasury bills 6,586 3,517
Fb]ﬂ;'/f;cﬁ}% Certificates of deposit held 83 430
Py A e F E}ﬁj/ Other financial assets at fair value through profit or
SE&EL?@ loss 4,597 6,355
11,266 10,302
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Notes to the Interim Financial Information (continued)

17. =2 S~ & 17. Derivative financial instruments

+ G
i~ ke ~ AL !
[TIEREEY - AT S|
f'EfF“J‘%"_.I N [SB%»F{TI%;[/ a

9t e RORLIFAT
- E'HFJFFJ‘F‘@H‘/V”‘HJE
I?', Fll= 1€ 'ﬂ?ﬁﬁiﬁzﬁ%
1 B @ [~ 0 3
- 415I§%E'Ilf[14’§l9vi
b pAETETEY £ B
}1/14£|%?/r§‘fi FRpIR -

E’Eflfﬁ«_ﬁ i )= &
e mHEJ Hﬁ*ﬁTﬁJ
LA R ) S S o A
}HFJETﬁ%ngI RS =

- PR
Hlpoz 4@ B HE L EN
;3;;1&55f517y$ ﬂ:eu

e FjsO0 1 AR
e BT RS B
Fﬁ[}, 'm;gag o IO AL T
m&WW}ww%m
PR LS R
F IS Fmi»}ﬁ‘rﬁw Ry
TR (I EpF
}ﬁﬁf) F* ’ﬁ&“f’?‘}#fﬁf
w‘/f T ph ﬁiﬂf }&i
&

B~ Fll A A A
] @ﬂf’ﬂﬁ@ﬂg
e (L) BRI
O T F +ar”ﬁ‘i’é
FURES o e~ {Eéjﬂf P
AL s ps (F?JEEHFJ
1#) 59%#'. (RN —
CHE & T oA
oy ’JF%?})FW* L
R I A e
@ R RS R -

L - B I
adfgi‘?f = Y
S RS S A
1ET (YT PhATE T TR
J IV ) o

The Group enters into the following equity, foreign exchange, interest rate and precious
metal related derivative financial instruments for trading and risk management purposes:

Currency forwards represent commitments to purchase and sell foreign currency on a
future date. Interest rate futures are contractual obligations to receive or pay a net amount
based on changes in interest rates or buy or sell interest rate financial instruments on a
future date at an agreed price in the financial market under the administration of the stock
exchange. Forward rate agreements are individually negotiated interest rate futures that
call for a cash settlement at a future date for the difference between a contracted rate of
interest and the current market rate, based on a notional principal amount.

Currency, interest rate and precious metal swaps are commitments to exchange one set of
cash flows or commodity for another. Swaps result in an exchange of currencies, interest
rates (for example, fixed rate for floating rate), or precious metals (for example, silver
swaps) or a combination of all these (i.e. cross-currency interest rate swaps). Except for
certain currency swap contracts, no exchange of principal takes place.

Foreign currency, interest rate, equity and precious metal options are contractual
agreements under which the seller (writer) grants the purchaser (holder) the right, but not
the obligation, either to buy (a call option) or sell (a put option) at or by a set date or during a
set period, a specific amount of the financial instrument at a predetermined price. In
consideration for the assumption of foreign exchange and interest rate risk, the seller
receives a premium from the purchaser. Options are negotiated over-the-counter (“OTC”)
between the Group and its counterparty or traded through the stock exchange (for example,
exchange-traded stock option).
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Fl( '%—1%7} :’?_EWH‘ITF_ Notes to the Interim Financial Information (continued)
&

17. =% &5~ 5! () 17. Derivative financial instruments (continued)

FERVEET 2T S FQ[ The contract/notional amounts and fair values of derivative financial instruments held by
5 F []fyf S e AR the Group are set out in the following tables. The contract/notional amounts of these
o f@ij [ e o Y A |?‘ instruments indicate the volume of transactions outstanding at the balance sheet dates and
F & Z&E*" SR STRY f certain of them provide a basis for comparison with fair value instruments recognised on
21%‘/ {1 ?; £ A Bl HE [ B the condensed consolidated balance sheet. However, they do not necessarily indicate the
kN E”ﬂé I@i Frivas amounts of future cash flows involved or the current fair values of the instruments and,
N phE ‘F'Jiy TEHT S therefore, do not indicate the Group’s exposure to credit or market risks. The derivative
N f,,ﬁ/ € ,ﬂ ar s | financial instruments become favourable (assets) or unfavourable (liabilities) as a result of
FE[’ﬂ = iLa'E‘”—EIT%‘,I%’Q*f fluctuations in market interest rates, foreign exchange rates or equity and metal prices
I@ii[ FF’F’EF SN ‘ E relative to their terms. The aggregate fair values of derivative financial instruments assets
[Lﬁ ik R I?‘J RN 8 and liabilities can fluctuate significantly from time to time.
B RL S oA
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17. Derivative financial instruments (continued)

Notes to the Interim Financial Information (continued)

The following tables summarise the contract/notional amounts of each significant type of
derivative financial instrument as at 30 June 2008 and 31 December 2007:

Exchange rate contracts
Spot and forwards
Swaps
Foreign currency option

contracts
- Options purchased
- Options written

Interest rate contracts
Futures
Swaps
Interest rate option
contracts
- Swaptions written
- Bond options written

Bullion contracts

Equity contracts

Other contracts

Total

*

2008 = 6 £ 30 F!

At 30 June 2008
TR
SR FHE

. Not qualified -
Ejif ’gﬂ!ﬁ;ﬁﬁl for hedge AFT
Trading Hedging  accounting* Total
I = 1, = g —
oL T30 o R 0 I ] o
HK$’'m HK$’m HK$’'m HK$’m
288,861 - - 288,861
192,702 - 68 192,770
5,137 - - 5,137
5,181 - - 5,181
491,881 - 68 491,949
4,821 - - 4,821
48,826 22,917 5,184 76,927
702 - - 702
468 - - 468
54,817 22,917 5,184 82,918
16,769 - - 16,769
8,931 - - 8,931
157 - - 157
572,555 22,917 5,252 600,724

Derivative transactions which do not qualify as hedges for accounting purposes but are managed in

conjunction with the financial instruments designated at fair value through profit or loss are separately

disclosed in compliance with the requirements set out in the Banking (Disclosure) Rules.
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H('%ﬂ%ﬁ’m”‘ﬁﬁgf Notes to the Interim Financial Information (continued)
e

17. =% &~ £ (G&)  17. Derivative financial instruments (continued)

2007 # 12 5| 31 |!
At 31 December 2007

TR
?ﬁfl‘%‘“’{?ri?
. TN Not qualified P
BT RIRE T podae e
Trading Hedging accounting Total
S 1T S 1 LT AT 1 T AT 1 T
LG SR ER T A R T A T
HK$'m HK$'m HK$'m HK$'m
fia ﬁiﬁ Exchange rate contracts
SR S Spot and forwards 258,556 - - 258,556
e Swaps 156,554 - - 156,554
e b EAME 555 Foreign currency option
contracts
- A I - Options purchased 5,607 - - 5,607
- - Options written 5,875 - - 5,875
426,592 - - 426,592
Zall :ﬁ'ﬁ Interest rate contracts
e Futures 226 - - 226
}]E{IFIEJ Swaps 36,714 6,708 3,253 46,675
Fllsk Wit A 55 Interest rate option
contracts
- B A - Swaptions written 780 - - 780
- el ‘,["Eﬁ%j Hofd - Bond options written 780 - - 780
38,500 6,708 3,253 48,461
F’J\é? %’;}’fﬁ# Bullion contracts 12,950 - - 12,950
HE AR ﬁ?v‘ Equity contracts 5,378 - - 5,378
Py ﬁ?4 Other contracts 172 _ _ 172
S Total 483,592 6,708 3,253 493,553
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17. Derivative financial instruments (continued)

2008 & 6 £ 30 !

Notes to the Interim Financial Information (continued)

The following tables summarise the fair values of each class of derivative financial
instrument as at 30 June 2008 and 31 December 2007:

At 30 June 2008
AT pEYE ATE
Fair value assets Fair value liabilities
THAR THAE
EfIfFHE EffFHE
Not Not
: Rt qualified = . Rt qualified =
HE  StieEhi for hedge e e SRS for hedge il
Trading Hedging accounting Total Trading Hedging accounting Total
IR BMTAT RFTAT ORRTRT REEAT ORRTRT BRRTRT RETAT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
Exchange rate contracts
Spot and forwards 17,649 - - 17,649 (12,681) - (12,681)
Swaps 613 - 1 614 (727) - 1) (728)
Foreign currency option
contracts
- Options purchased 27 - - 27 - - - -
- Options written - - - - (26) - (26)
18,289 - 1 18,290 (13,434) - (1) (13,435
Interest rate contracts
Futures 1 - - 1 9) - - (9)
Swaps 700 379 8 1,087 (1,153) (153) (78) (1,384)
Interest rate option
contracts
- Swaptions written - - - - (5) - - (5)
- Bond options written - - - - 7) - - (7)
701 379 8 1,088 (1,174) (153) (78) (1,405)
Bullion contracts 890 - - 890  (1,728) - - __(1,728)
Equity contracts 1,129 - - 1,129 (1,137) - - (1,137)
Total 21,009 379 9 21,397  (17,473) (153) (79) (17,705)
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17. Derivative financial instruments (continued)

2007 = 12 5| 31 [!

At 31 December 2007

Notes to the Interim Financial Information (continued)

Y o

Fair value assets

AT

Fair value liabilities

NI, TR
SR FhE SR FhE
F Not F Not
e R SR qualified S Iy e R Sa A qualified =
H thah for hedge HE He theh for hedge d
Trading Hedging accounting Total Trading Hedging accounting Total
a0 S e e Wl I
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Exchange rate contracts
Spot and forwards 12,588 - - 12,588 (7,822) - - (7,822)
Swaps 269 - - 269 (634) - - (634)
Foreign currency option
contracts
- Options purchased 48 - - 48 - - - -
- Options written - - - - (51) - - (51)
12,905 - - 12,905 (8,507) - - (8,507)
Interest rate contracts
Swaps 492 10 23 525 (885) (124) (90) (1,099)
Interest rate option
contracts
- Swaptions written - - - - (17) - - 17)
- Bond options written - - - - (23) - - (23)
492 10 23 525 (925) (124) (90) (1,139)
Bullion contracts 774 - - 774 (1,110) - - (1,110)
Equity contracts 273 - - 273 (326) - - (326)
Total 14,444 10 23 14,477  (10,868) (124) (90)  (11,082)
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Notes to the Interim Financial Information (continued)

17. Derivative financial instruments (continued)

The credit risk weighted amounts of the above derivative financial instruments are as

follows:

2008 F 2007 =
6 £] 30 [! 12 5] 31 f!
At 30 June At 31 December
2008 2007
- ST | 5
A TR Py
HK$’m HK$'m
Exchange rate contracts
Forwards 659 1,017
Swaps 660 492
Foreign currency option contracts
- Options purchased 6 19
Interest rate contracts
Swaps 265 104
Bullion contracts 50 63
Equity contracts 79 49
1,719 1,744

The credit risk weighted amounts are the amounts that have been calculated in accordance
with the Banking (Capital) Rules. The amounts calculated are dependent upon the status of
the counterparty and the maturity characteristics of each type of contract.

There is no effect of bilateral netting agreement on the fair values or the credit
risk-weighted amounts of the derivative financial instruments.

Approximately 56% (31 December 2007: 52%) of the Group’s transactions in derivative
contracts are conducted with other financial institutions.
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Notes to the Interim Financial Information (continued)

18. Advances and other accounts

Personal loans and advances
Corporate loans and advances

Advances to customers
Loan impairment allowances

- Individually assessed
- Collectively assessed

Trade bills
Advances to banks and other financial institutions

Total

2008 = 2007 =
6 £ 30 ! 12 5] 31 |!
At 30 June At 31 December
2008 2007

— P
BT T Py
HK$’'m HK$'m
152,456 141,686
323,096 271,354
475,552 413,040
(416) (381)
(1,108) (1,004)
474,028 411,655
9,268 5,334
3,681 3,223
486,977 420,212

As at 30 June 2008, advances to customers included accrued interest on gross advances of

HK$1,147 million (31 December 2007: HK$1,454 million).

As at 30 June 2008 and 31 December 2007, no impairment allowance was made in respect

of trade bills and advances to banks and other financial institutions.
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19. Investment in securities

(a) Available-for-sale securities

Debt securities, at fair value

- Listed in Hong Kong
- Listed outside Hong Kong

- Unlisted

Equity securities, at fair value

- Listed outside Hong Kong
- Unlisted

(b) Held-to-maturity securities

Listed, at amortised cost
- in Hong Kong
- outside Hong Kong

Unlisted, at amortised cost

Impairment allowances

(c) Loans and receivables

Unlisted, at amortised cost

Total

Market value of listed held-to-maturity securities
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2008 =

6 £] 30 !
At 30 June
2008

Notes to the Interim Financial Information (continued)

2007 =+

12 5] 31 |!

At 31 December
2007

e

f@s:“ i

2,794 3,659
33,415 18,455
36,209 22,114
79,095 77,959

115,304 100,073

453 -

78 445

531 445
115,835 100,518
4,078 4,107
23,165 21,078
27,243 25,185

108,543 141,925

135,786 167,110
(2,281) (1,682)

133,505 165,428
10,075 31,102

259,415 297,048
26,708 24,776
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Notes to the Interim Financial Information (continued)

19. Investment in securities (continued)

Investment in securities is analysed by type of issuer as follows:

2008 = 6 £ 30 !

Sovereigns

Public sector entities

Banks and other financial
institutions

Corporate entities

Sovereigns

Public sector entities

Banks and other financial
institutions

Corporate entities

At 30 June 2008
'E]’_:"-

FHOEDRS  HEOES ORISR

Availab[e-for- Held-to- Loans
sale maturity and Rt
securities securities receivables Total
WERE BT REEAR R
HK$’'m HK$’'m HK$’'m HK$’'m
15,474 1,463 - 16,937
7,697 18,341 - 26,038
61,666 84,932 10,075 156,673
30,998 28,769 - 59,767
115,835 133,505 10,075 259,415

2007 # 12 5| 31 f!
At 31 December 2007
RS

FEIEES  EWIEES RO

Available-for- Held-to- Loans
sale maturity and R
securities securities receivables Total
SR T BT 1 B 1 SB[ T
Tl R et S TR 1] & EE R L ) S
HK$'m HK$'m HK$'m HK$'m
13,402 1,814 - 15,216
9,673 20,530 - 30,203
43,854 108,547 31,102 183,503
33,589 34,537 - 68,126
100,518 165,428 31,102 297,048

107



BANK OF CHINA (HONG KONG) LIMITED

@ ¥ 8 4 £7 (5 ) B R AT

H('g‘g%ﬁm”‘ﬁﬁgf Notes to the Interim Financial Information (continued)
&

19. 5%y G&) 19. Investment in securities (continued)
A H'f,;%’??j M F HEE Available-for-sale and held-to-maturity securities are analysed as follows:
RIS SRy

A OVEES Tﬁ'ﬁj%fiﬂﬂ%'%ﬁ
Available-for-sale Held-to-maturity
securities securities
2008 = 2007 = 2008 = 2007 =
6 E] 30 [! 12 ] 31 |! 6 £] 30 f! 12 5] 31 !
At 30 June At 31 December At 30 June At 31 December
2008 2007 2008 2007
WA 1 FL R BN LT (%7 BV 1L
e ARSI i L A T HHTTE Py
HK$’'m HK$'m HK$’m HK$'m
’?lé‘j Treasury bills 9,425 9,396 100 200
SNASE () Certificates of
deposit held 6,576 7,466 13,543 11,988
Y Others 99,834 83,656 119,862 153,240
115,835 100,518 133,505 165,428
20. Ty 20. Investment properties
2008 = 2007 =
6 £/ 30 [! 12 5] 31 F!
At 30 June At 31 December
2008 2007
{ X f\z@:‘—‘ »,l =
AT ARy
HK$’'m HK$'m
K1 E[1 ! At 1 January 8,058 7,481
HiE Disposals (89) (200)
22 il (ITHP%E 1) Fair value gains (Note 11) 701 1,056
P R P s Ry Reclassification to properties, plant and equipment
bﬁ%pﬁ (Bﬁﬂgj 21) (Note 21) (36) (279)
KR = At period/year end 8,634 8,058
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Notes to the Interim Financial Information (continued)

F IR eI
(&)

21. P - PR

21. Properties, plant and equipment

i~ B
i el
quipment,
ik fixtures and St
Premises fittings Total
T R o 30 A o L A T
HK$’'m HK$’'m HK$’'m
#2008 F 1 E] 1 fI Y Net book value at
E?f‘l?gl @ 1 January 2008 20,783 2,505 23,288
s Additions 13 203 216
H'.FE', Disposals - 1) 1)
Fi I'F‘, Revaluation 2,165 . 2,165
TR ( Ifffr'r,g'f 10) Depreciation for the period (Note 10) (191) (287) (478)
AERAEE ¢ P K Reclassification from investment
(ﬁ[’TF%‘; 20) properties (Note 20) 36 - 36
#°2008 & 6 5| 30 [ 1. Net book value at
RS 30 June 2008 22,806 2,420 25,226
#2008 F 6 5] 30 [ ! At 30 June 2008
O fﬁ, fif Cost or valuation 22,806 5,768 28,574
AR YR i Accumulated depreciation and
impairment - (3,348) (3,348)
#2008 F 6 £] 30 [/ Net book value at
E?f‘l?gl @j 30 June 2008 22,806 2,420 25,226
#2007 F 1 1 FI Net book value at
E?f‘l?gl |'T{I 1 January 2007 17,906 1,829 19,735
e Additions - 1,145 1,145
H'.Eé, Disposals (16) (17) (33)
Elf Revaluation 2,946 - 2,946
o+ P Depreciation for the year (332) (453) (785)
PP s ) R Reclassification from investment
(7% 20) properties (Note 20) 279 - 279
[N 53%}%&* Exchange adjustments - 1 1
¥ 2007 F 12 5| 31 fI Net book value at
E?E‘ligi |'§E_’| 31 December 2007 20,783 2,505 23,288
#2007 F 12 ] 31 |! At 31 December 2007
w574 fY fF‘, fifi Cost or valuation 20,783 5,615 26,398
BRI o Vi Accumulated depreciation and
impairment - (3,110) (3,110)
#2007 F 12 F] 31 IV Net book value at
E?f‘l?gl @j 31 December 2007 20,783 2,505 23,288
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H('ﬁ‘g%ﬁm”‘ﬁﬁ_ Notes to the Interim Financial Information (continued)

21. P - ‘E.&*:;,'bil‘ﬁ 21. Properties, plant and equipment (continued)

(&)
W—L
%wv
mpment
Yk fixtures and A
Premises fittings Total
— _— _—
T O o S TR i AU A
HK$’'m HK$’'m HK$’'m
R Vb 4 fifi g |’Fr, fif1 73 The analysis of cost or valuation of
s the above assets is as follows:
#2008 F 6 £ 30 [! At 30 June 2008
a4 At cost - 5,768 5,768
5 [’F‘, fif At valuation 22,806 - 22,806
22,806 5,768 28,574
#2007 F 12 £ 31 | At 31 December 2007
54 At cost - 5,615 5,615
H fF‘, fil At valuation 20,783 - 20,783
20,783 5,615 26,398
22. H Py 22, Other assets
2008 = 2007 =
6 £] 30 F! 12 5| 31 |!
At 30 June At 31 December
2008 2007
I = f‘r‘x‘—‘ (,l v
BT AR Ry
HK$’'m HK$'m
1{’?@?}’@ Repossessed assets 136 76
EJ\S B Precious metals 1,843 1,741
TR S Accounts receivable and prepayments 11,124 18,959
13,103 20,776
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H('%%ﬁm”‘ﬁﬁ_ Notes to the Interim Financial Information (continued)
A

7 Ij!:lﬁ‘ (*FF* #i2& 23. Financial liabilities at fair value through profit or loss

VERIpf

2008 = 2007 =
6 £/ 30 [! 12 £ 31 [!
At 30 June At 31 December
2008 2007
I = ﬁ{r—'
BT HATE Y
HK$’'m HK$'m
T ph1E Trading liabilities
- JthERL & BEOp s - Short positions in Exchange Fund Bills (Note 26)
CHiffE 26) 6,689 3,492
Pl BRI Y filAgh v FE 7 Financial liabilities designated at fair value through
T2 B profit or loss
- ;ﬁ%ﬁ@ﬁﬁ (I’xﬁhf} 24) - Structured deposits (Note 24) 3,601 5,959
- BEVERE - Certificates of deposit issued 1,823 1,954
5,424 7,913
12,113 11,405
2008 F 6 F| 30 [l % The carrying amount of financial liabilities designated at fair value through profit or loss as
N k=T = }g iy at 30 June 2008 is more than the amount that the Group would be contractually required
§ﬁﬂ£} Fi @fUE Rl A & to pay at maturity to the holders by HK$33 million, and it was less than the amount that
RSB IR (1 Fﬁ the Group would be contractually required to pay at maturity to the holders by HK$44
T agE biﬁf’f 33 T million as at 31 December 2007. The amount of change in the fair values of financial
:'in 22007 F 12 5] 31 | ! liabilities at fair value through profit or loss, during the period and cumulatively,
ﬁl%é{ ol B4 B RO attributable to changes in credit risk is insignificant.

LIRS [T 0
& g'éf'pf;gpfr?:4 4 I]‘F'in ° El'
iﬁ"flﬁs’ﬁ%‘w‘d i

& (CF T R S
L a A
m“@ﬁ%%%>éTg
- o

H_‘"\
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24. Deposits from customers

Current, savings and other deposit accounts (per
condensed consolidated balance sheet)

Structured deposits reported as financial liabilities at
fair value through profit or loss (Note 23)

Analysed by:

Demand deposits and current accounts
- corporate customers
- individual customers

Savings deposits
- corporate customers
- individual customers

Time, call and notice deposits
- corporate customers
- individual customers
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2008 & 2007 =

6 £] 30 F! 12 5[ 31 f!
At 30 June At 31 December
2008 2007
Wﬁ:f’ Fu Y%W,?‘Elﬁﬁ
JH $l]'m HHK$‘m
821,668 794,247
3,601 5,959
825,269 800,206
32,777 32,715
8,225 7,854
41,002 40,569
74,304 76,721
221,210 209,985
295,514 286,706
214,891 172,860
273,862 300,071
488,753 472,931
825,269 800,206
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Notes to the Interim Financial Information (continued)

25.

26.

Other accounts and provisions

2008 = 2007 =
6 £] 30 F! 12 5] 31 f!
At 30 June At 31 December
2008 2007

= \E ﬂ{;ﬁv V,l =

BT HHTE Py

HK$’'m HK$'m

Dividend payable 3,960 5,897
Accruals and other payables 23,912 32,663
Provision 1 9
27,883 38,569

Assets pledged as security

As at 30 June 2008, liabilities of the Group amounting to HK$6,689 million (31 December
2007: HK$3,492 million) were secured by assets deposited with central depositories to
facilitate settlement operations. In addition, the liabilities of the Group amounting to
HK$3,675 million (31 December 2007: Nil) were secured by debt securities related to sale
and repurchase arrangements. The amount of assets pledged by the Group to secure these
liabilites was HK$11,629 million (31 December 2007: HK$3,836 million) included in
“Trading securities” and “Available-for-sale securities”.
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27. JEIRLF]

27. Deferred taxation

SRR v 5t
YR SY125E TR F
B R: f RV BERLRE
T SR
HE Py
(EHEL -

Deferred tax is recognised in respect of the temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in this interim financial information
in accordance with HKAS 12 “Income Taxes”.

The major components of deferred tax assets and liabilities recorded in the condensed
consolidated balance sheet, and the movements during the first half of 2008 and the year
ended 31 December 2007 are as follows:

PRk (i f1 A
AR W Fffi 2 R
AP T 20085
4 A = 2007 F 12
B VAR

2008 = 6 £ 30 F!

At 30 June 2008
TR
%ﬁﬁﬁ e
Accelerated !F"ffﬂjﬁ%‘,-a’ﬁ
tax ik ;‘l Efl Other
depreciatio Asset KRG b temporary RS
n revaluation Tax losses Provisions  differences Total
] 2 2 a2 a3 i ) 2 A U
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
2008 = At 1 January 2008
1A 1! 533 3,777 (2) (169) (182) 3,957
e Y| (Credited)/charge
(HEp d to income
2L (K[’Tﬁ%t statement
13) (Note 13) (43) (20) - 8 23 (32)
]'ﬁf,c'/ (ET5e) Charged/(credited
ek PR ) to equity and
JEph A minority
interests - 256 - - (235) 21
i 2008 = At 30 June 2008
6 %] 30 [! 490 4,013 (2) (161) (394) 3,946
2007 F 12 5| 31 [!
At 31 December 2007
T, s
PARTEE ?’Tﬂﬁ e
Accelerated Yk ;j f Other
tax Asset Lz ¥ temporary A
depreciation revaluation Tax losses Provisions differences Total
S 1T S LT SEEE 1L SEEE 1L S LT S LT
L 2 O 1 Rt T & R 0 (Al 10 5 R i S
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
¥ 2007 = At 1 January 2007
151! 400 3,155 3) (89) (74) 3,389
s AR Charged/
2 (HEIp) (credited) to
income
statement 133 143 1 (80) 1 198
fﬁfw'/ (ET5e) Charged/(credited
ez PR ) to equity and
JEph A minority
interests - 479 - - (109) 370
2007 = At 31 December
12 5] 31 |1 2007 533 3,777 (2) (169) (182) 3,957
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Notes to the Interim Financial Information (continued)

27.

Deferred taxation (continued)

Deferred tax assets and liabilities are offset on an individual entity basis when there is a
legal right to set off current tax assets against current tax liabilities and when the deferred
taxation relates to the same authority. The following amounts, determined after appropriate
offsetting, are shown in the condensed consolidated balance sheet:

2008 = 2007 =¥
6 £] 30 [! 12 5] 31 |!
At 30 June At 31 December
2008 2007
HASE ;f' Fu ?%Uf’.ﬁ'l]}f'ﬁﬁ
HH $l]'m HK$'m
Deferred tax assets (7) (10)
Deferred tax liabilities 3,953 3,967
3,946 3,957
2008 = 2007 =
6 £] 30 [! 12 5] 31 |!
At 30 June At 31 December
2008 2007
A ;lf Fu ?%W.ﬁ I ﬁﬁ
“H $im { HK$'m
Deferred tax assets to be recovered after more than
twelve months (7) (10)
Deferred tax liabilities to be settled after more than
twelve months 4,334 4,115
4,327 4,105

The deferred tax charged/(credited) to equity during the first half of 2008 and the year ended
31 December 2007 is as follows:

2008 = 2007 =

6 £] 30 |! 12 5] 31 !
At 30 June At 31 December
2008 2007

ﬁﬁf ;f'lli ?%D?Pﬁ I T-'Jjﬁ

HK$’'m HK$'m

Fair value reserves in shareholders’ equity:

- premises 257 476
- available-for-sale securities (240) (109)
- minority interest 4 3
21 370
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Notes to the Interim Financial Information (continued)

28.

29.

30.

Subordinated liability

2008 = 2007 =

6 £[ 30 [! 12 5| 31 |!

At 30 June At 31 December

2008 2007

ﬁf{’j“ﬁlﬁﬁ PN T

HK$’'m HK$'m

Subordinated loan 8,150 -

In June 2008, BOCHK obtained a floating-rate subordinated loan with a principal amount of
EUR660 million from BOC, the intermediate holding company. The loan will be due and
repayable in June 2018. Interest is charged at 6-month EURIBOR plus 0.85% per annum
for the first five years of the loan term, and at 6-month EURIBOR plus 1.35% per annum for
the remaining tenure, payable semi-annually.

Share capital

2008 ¥ 2007 =
6 £] 30 f! 12 5] 31 |!
At 30 June At 31 December
2008 2007
fﬁ«’ﬁ’j"ﬁ lﬁi HME
HK$’'m HK$'m
Authorised:
100,000,000,000 ordinary shares
of HK$1.00 each
100,000 100,000
Issued and fully paid:
43,042,840,858 ordinary shares
of HK$1.00 each
43,043 43,043

Reserves

The Group’s reserves and the movements therein for the current and prior periods are
presented in the condensed consolidated statement of changes in equity on pages 49 to
50.
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taxation

Operating profit

Depreciation

Net charge/(reversal) of impairment allowances
Unwind of discount on impairment

Advances written off net of recoveries

Interest expense on subordinated liability

Change in cash and balances with banks and
other financial institutions with original
maturity over three months

Change in placements with banks and other
financial institutions with original maturity over
three months

Change in financial assets at fair value through
profit or loss

Change in derivative financial instruments

Change in advances and other accounts

Change in investment in securities

Change in other assets

Change in deposits and balances of banks and
other financial institutions

Change in financial liabilities at fair value
through profit or loss

Change in deposits from customers

Change in debt securities in issue at amortised
cost

Change in other accounts and provisions

Exchange difference

Operating cash inflow before taxation
Cash flows from operating activities included:
— Interest received

— Interest paid
— Dividend received
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31. Notes to condensed consolidated cash flow statement

Notes to the Interim Financial Information (continued)

(a) Reconciliation of operating profit to operating cash inflow before

EE g1 e ES e
2008 = 2007 =
6 E] 30 F! 6 5] 30 f!
Half-year ended Half-year ended
30 June 30 June
2008 2007
7 SEF LT
MTRE R
HK$’'m HK$'m
7,786 8,652
478 372
2,227 (166)
(21) (14)
86 214
6 -
17,866 (6,883)
(627) (9,863)
2,443 4,677
(297) (615)
(66,901) (46,764)
33,400 (1,751)
7,668 (46,709)
21,026 (2,316)
708 3,077
27,421 109,409
667 283
(10,688) (280)
199 6
43,447 11,329
18,881 20,890
7,924 12,494
9 9
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Notes to condensed consolidated cash flow statement (continued)

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

Cash and balances with banks and other financial
institutions with original maturity within three
months

Placements with banks and other financial
institutions with original maturity within three
months

Treasury bills with original maturity within three
months

Certificates of deposit held with original maturity
within three months

118

2008 ¥ 2007 =

6 E| 30 ! 6 %] 30 [!
At 30 June At 30 June
2008 2007

- AT | Fy

BE R T Py
HK$’'m HK$'m
173,271 110,710
10,847 14,339
12,820 8,244
1,816 702
198,754 133,995
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H('gg%ﬁﬁﬁﬁlwﬁé_’f Notes to the Interim Financial Information (continued)
X

32. ERE fﬁ“iﬂ% 32. Contingent liabilities and commitments
ﬁ??]ﬁf_‘ﬁ [’EB%}%H ] IEn The following is a summary of the contractual amounts of each significant class of
railing ﬁ;@gjﬁ‘iwﬁ[ﬁ contingent liability and commitment and the corresponding aggregate credit risk weighted
g [’ﬁ € P R RE amount:
B
2008 & 2007 =+
6 £] 30 F! 12 5] 31 f!
At 30 June At 31 December
2008 2007
— .
BTy BT
HK$’m HK$'m
@ ¥ |F:[ ﬁﬁf*fﬁﬁ ! Direct credit substitutes 1,511 2,120
=7 EJJIJFE N2 ﬁ&?ﬁfl fﬁ Transaction-related contingencies 8,186 7,075
E=4 EJJIJEJEJJ/ ﬁ*/?FFI fﬁ Trade-related contingencies 33,231 29,081
j\ ﬁgiﬂgﬂﬁﬂzlﬁfjﬁ“ i Commitments that are unconditionally cancellable
éﬁjj/js_%ﬁ!, without prior notice 53,169 50,034
TPy R R Other commitments with an original maturity of
- - QW‘H - up to one year 93,138 84,809
- - = - over one year 48,627 58,189
237,862 231,308
]’ﬁ EVE i AR Credit risk weighted amount 45,867 47,356
{5 6V fa VAR EE PV EE BT The calculation basis of the credit risk weighted amount has been set out in Note 17.

R 17 2 -
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i
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33. Capital commitments

33. ¥4 B

7 B [ A Y
R Ea s

The Group has the following outstanding capital commitments not provided for in this
interim financial information:

/LI

2008 & 2007 =¥

6 £] 30 F! 12 5] 31 f!
At 30 June At 31 December
2008 2007

— P

BT W P

HK$’'m HK$'m

S E‘ﬁ»‘lfﬂ%ﬁiﬁﬁj Authorised and contracted for but not provided for 318 165
S E BT Authorised but not contracted for 54 1
372 166

P) RV R LK
I R
F & BV GES T E
Fl

The above capital commitments mainly relate to commitments to purchase computer
equipment and software, and to renovate the Group’s premises.

34. Operating lease commitments

34. REFVE TR

(a) As lessee

(a) fegipE *

The Group has commitments to make the following future minimum lease payments
under non-cancellable operating leases:

U] i e L A
FEIfE R
B %4 I 170
I ] VSR 2

2008 = 2007 =

6 £] 30 [! 12 5] 31 F!
At 30 June At 31 December
2008 2007

= X f@,@:“‘ »,l =

TR W

HK$’'m HK$'m

RRElg Ry Land and buildings
- TEnE1E - not later than one year 351 316
-1 FE S E - later than one year but not later than five

years 378 295

-5 F % - later than five years 5 -
734 611

R T RS
FVAI [ =
B L )
£

Certain non-cancellable operating leases included in the tables above were subject to
renegotiation and rent adjustment with reference to market rates prevailing at specified
agreed dates.
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Wﬂmeﬁ_ Notes to the Interim Financial Information (continued)

34. 2R FiEE (M) 34. Operating lease commitments (continued)

(b) [EfGLIF * (b) As lessor

The Group has contracted with tenants for the following future minimum lease
3] f%é N R & R receivables under non-cancellable operating leases:

FoA ﬁrETT fﬁl PN N ﬂs*ﬁ

rrrﬁf' [/ﬁliv’gqﬂ"

2008 =¥ 2007 =
6 £ 30 ! 12 £ 31 [
At 30 June At 31 December
2008 2007
A AR 1
NN TP
HK$’'m HK$'m
B A Land and buildings
- T E - not later than one year 276 251
-1 EF] F= 5 - later than one year but not later than five
years 272 215
548 466
+ RGBT A The Group leases its investment properties (Note 20) under operating lease
CERREE R R SN N arrangements, with leases typically for a period from one to three years. The terms of
20); fi’ﬁ#gﬂiﬂjﬁfj‘pl 1 the leases generally require the tenants to pay security deposits and provide for
FE 3 o FURIRE - periodic rent adjustments according to the prevailing market conditions. None of the

&%}l TFEEHED WEEE leases include contingent rentals.
W PRITEEEE 35 j NN RS

pjﬁ;ri‘ﬁi'f e | RS

TP
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35. Segmental reporting

" i
5 [T D
P 5555 K m{vl 12
E I BT RERR] s
wyw £ Il T W R
FIREGE 90% % £ [
Y o

R S R A
RYR] » P53 AL 8L
Y Y
O -

(RESNERNE SSUE £51
RS L 2 P gL
555 kﬁ,#%jﬁ&iq&jk‘
B~ & ’ﬂ ﬁﬁ’f{iﬁijh
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PF Y AL mlpﬂ
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T SR (LOn
Lak ) R SE TSR
ﬁ‘cu#’¢' CEE
@ Wﬁﬁi 2 il

'm
ﬁ

SIEE €27 iSTE A
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R o
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Lt TR T 1
B A 1

& Ry o ﬁi}%ﬁ\$\ FHeL ]

ErE F&f‘*ﬂ‘ﬁwﬁi?fﬁ FIJF
BB W}ﬁg‘g} l%?’l“*‘fr%‘*
ﬁrUfE i‘ s E'i‘“ﬁﬁ‘ﬁ%p y
IR ] e

The Group engages in many businesses in several regions. For segmental reporting
purposes, information is solely provided in respect of business segments. Geographical
segment information is not presented because over 90% of the Group’s revenues and
profits before tax are derived from the assets located in Hong Kong.

Information about the three business segments is provided in segmental reporting. They
are Personal Banking, Corporate Banking and Treasury.

Both Personal Banking and Corporate Banking segments provide general banking
services. Personal Banking serves individual customers while Corporate Banking deals
with non individual customers. The Treasury segment is responsible for managing the
capital, liquidity, and the interest rate and foreign exchange positions of the Group in
addition to proprietary trades. “Others” refers to those items related to the Group as a
whole but independent of the other three business segments, including the Group’s
holdings of premises, investment properties and interests in associates.

Revenues, expenses, assets and liabilities of any business segment mainly include items
directly attributable to the segment. In relation to occupation of the Group’s premises,
rentals are internally charged based on market rates according to the areas occupied. For
management overheads, allocations are made on reasonable bases. During the second
half of 2007, the Group has revised the allocation bases and comparative amounts have
been reclassified to conform with the current year's presentation. There is no impact on the
Group's income statement and balance sheet. Inter-segment funding is charged according
to the internal funds transfer pricing mechanism of the Group. The charge on any such
funding is mainly made by reference to the corresponding money market rate.
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35. SEHE GB)

35. Segmental reporting (continued)

4 T2 2008 = 6 £] 30 !
Half-year ended 30 June 2008

i * 2L fis &0 ne ¢ He & £ FEEEf 5
Personal Corporate Treasury Others Subtotal Eliminations Consolidated
T T ) A T 12 A T 0 13 A ) T AT A T
HK$’'m HK$’'m HK$’'m HK$’m HK$’'m HK$’'m HK$’'m
BWFRL (D Net interest
(expenses)fincome
- - extemal (1,950) 3,092 8,319 3 9,464 - 9,464
- B0 - inter-segment 5,280 (120) (4,863) (297) - - -
3,330 2,972 3,456 (294) 9,464 - 9,464
b KLl E Net fees and commission
(T incomel/(expenses) 2,141 1,012 2 (32) 3,119 (52) 3,067
B phEE /(i) Nettrading
incomey(expenses) 370 90 898 (121) 1,237 - 1,237
PR | 2 il g Net loss on financial
TRV SR 208 instruments designated at
i fair value through profit or
loss - - (92) - (92) - (92)
Bz iraastlite s Net gain on investment in
securities - - 128 - 128 - 128
DIk Other operating income 21 30 1 885 937 (706) 231
?E.W'E‘Eﬁﬁﬂ iV ¥ERE Net operating income
before impairment
allowances 5,862 4,104 4,389 438 14,793 (758) 14,035
TRRffE irﬁji%’lﬁfrﬁj Net charge of impairment
allowances (18) (60) (2,149) - (2,227) - (2,227)
FRERET Net operating income 5,844 4,044 2,240 438 12,566 (758) 11,808
psera A Operating expenses (2,879) (1,081) (431) (389) (4,780) 758 (4,022)
SEneHl Operating profit 2,965 2,963 1,809 49 7,786 - 7,786
FERPE S T i Net gain from disposal
ﬁ&i’/ Rz offfair value
adjustments on
investment properties - - - 710 710 - 710
e Iﬁ?” ¥ ~ Ky Net gain from disposal/
LWF et revaluation of
properties, plant and
equipment - - - 6 6 - 6
7;;”; SR IR Share of profits less
VREEE losses of associates - - - 8 8 - 8
Profit before taxation 2,965 2,963 1,809 773 8,510 - 8,510

RS

123



BANK OF CHINA (HONG KONG) LIMITED

@ ¥ 8 4 £7 (5 ) B R AT

i

()

@

35. SEHE GB)

#2008 & 6 £] 30 [!
w¥E

53 VeV

R il

T il

=

=

—m

I
WL E

7

ST
S

FERPZ
2008 &F 6 £[ 30 !

3 PR

I

o

35. Segmental reporting (continued)

At 30 June 2008

Assets

Segment assets

Interests in associates

Unallocated corporate
assets

Liabilities

Segment liabilities

Unallocated corporate
liabilities

Half-year ended

30 June 2008

Other information

Additions of properties,
plant and equipment

Depreciation

Amortisation of securities

£ F 3 fT= 2008 F 6 £ 30 [!
Half-year ended 30 June 2008

Notes to the Interim Financial Information (continued)

i 88 s S a5 ey I Al FHE
Personal Corporate Treasury Others Subtotal Eliminations  Consolidated
170 T 3 2 O o ] o 1 T 4
HK$’m HK$’m HK$’m HK$’m HK$’m HK$’'m HK$’m
165,005 339,456 563,506 36,931 1,104,898 (7,851) 1,097,047
- - - 89 89 - 89

- - - 548 548 - 548
165,005 339,456 563,506 37,568 1,105,535 (7,851) 1,097,684
524,774 324,447 154,217 4,241 1,007,679 (7,851) 999,828
- - - 10,317 10,317 - 10,317
524,774 324,447 154,217 14,558 1,017,996 (7,851) 1,010,145
4 1 - 211 216 - 216

133 65 52 228 478 - 478

- - (73) - (73) - (73)
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35. Segmental reporting (continued)

Net interest
(expenses)/income
- external

- inter-segment

Net fees and commission
income/(expenses)
Net trading income

Net loss on financial
instruments designated at
fair value through profit or
loss

Net gain on investment in
securities

Other operating income

Net operating income
before impairment
allowances

Net (charge)/reversal of
impairment allowances

Net operating income

Operating expenses

Operating profit/(loss)

Net gain from disposal
offfair value
adjustments on
investment properties

Net gain from disposal/
revaluation of
properties, plant and
equipment

Share of profits less
losses of associates

Profit before taxation

A #2007 # 6 £ 30 |
Half-year ended 30 June 2007

Notes to the Interim Financial Information (continued)

=R G s e s Tt iR A
Personal Corporate Treasury Others Subtotal Eliminations Consolidated
R A T 1 A
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
(4,198) 2,746 9,956 2 8,506 - 8,506
8,039 57 (7,505) (591) - - -
3,841 2,803 2,451 (589) 8,506 - 8,506
2,037 781 7 41) 2,784 (41) 2,743
268 81 46 22 417 - 417
- - 5) - 5) - (5)

- - 2 - 2 - 2

27 1 1 804 833 (639) 194
6,173 3,666 2,502 196 12,537 (680) 11,857
(54) 220 - - 166 - 166
6,119 3,886 2,502 196 12,703 (680) 12,023
(2,581) (899) (258) (313) (4,051) 680 (3,371)
3,538 2,987 2,244 (117) 8,652 - 8,652
- - - 416 416 - 416

- - - 5 5 - 5

- - - 2 2) - 2)
3,538 2,987 2,244 302 9,071 - 9,071
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35. Segmental reporting (continued)

At 31 December 2007

Assets

Segment assets

Interests in associates

Unallocated corporate
assets

Liabilities

Segment liabilities

Unallocated corporate
liabilities

Half-year ended

30 June 2007

Other information

Additions of properties,
plant and equipment

Depreciation

Amortisation of securities

= 5fiET% 2007 & 6 £] 30 |
Half-year ended 30 June 2007

Notes to the Interim Financial Information (continued)

it~ 2 IS S e 27 Hpy 15 FiEEp Fe
Personal Corporate Treasury Others Subtotal Eliminations Consolidated
T A i
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
162,634 281,680 566,661 33,057 1,044,032 (5,123) 1,038,909
- - - 83 83 - 83

- - - 238 238 - 238
162,634 281,680 566,661 33,378 1,044,353 (5,123) 1,039,230
545,397 284,353 116,095 8,432 954,277 (5,123) 949,154
- - - 6,784 6,784 - 6,784
545,397 284,353 116,095 15,216 961,061 (5,123) 955,938
2 - - 285 287 - 287
104 47 23 198 372 - 372
- - 919 - 919 - 919
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H('gg%ﬁﬁﬁﬁlwﬁé_’f Notes to the Interim Financial Information (continued)
X

36. 2RIVEREE 4 %  36. Significant related party transactions
Bh J

£| rﬁ@ M }‘{,'EJ’HZ’}J@[ B Related parties are those parties that have the ability, directly or indirectly, to control the
ﬁ?f'ﬁj}%ﬁtﬁﬂ%k O other party or exercise significant influence over the other party in making financial and
[l iﬁ#&iﬁﬂ BRI operating decisions. Parties are also considered to be related if they are subject to common
VR A2 U control. Related parties may be individuals or other entities.

e G O
o+ W E s -
LSRR Ffﬂ BN

fil-

EC U I‘ﬁ]“‘aﬁfﬁ‘ﬁﬂ]!mﬂ The Group provides loans and credit facilities to related parties in the normal course of
F%fb\il M R A {ﬁ £ business. Such transactions are conducted with terms that are no more favourable than
FHEY o P P A BRI those contracted with third party customers of the Group.

H PSP
FHRCAEILS o i E R

e
R i I Transactions with related parties, which the Group entered into during the period are
[RES YV PR summarised as follows:

(a) [liBELS& RIS _FIJEFF!— (a) Advances to third parties guaranteed by BOC Group companies
PR D 5T= H T

#

#2008 F 6 £ 30 | !> As at 30 June 2008, BOC, the intermediate holding company, provided guarantees for
Uil e ﬁ]f[l[ﬁ&'ﬁ%”? loans in favour of the Group amounting to HK$7,450 million (31 December 2007:
By A %[Eﬂixﬁ:l"jf',j B HK$3,693 million) to certain third parties. BOC held equity interests of not more than
H g}g:’;\'iﬁJT?,TM.SO & 20% in these third parties.

7 (2007 & 12 *] 31
Fie ?%Ul’ﬁf36.93 &7 )

HAIER - [l e
AR
20% V&L o

(b) ERBFIBELS DV EF (b) Advances acquired from BOC
#
¥~ 2008 F HAF During the first half of 2008, the Group has entered into an agreement with BOC to
*+ & @@?f[l{ﬁ?’fﬂfﬁ*j’ acquire advances amounting to USD300 million arising from trade finance facilities
13 pRESEE granted to customers. The outstanding amount of such advances at balance sheet date
FIREE T 3 (B VR has been included as "advances to customers" in this interim financial information.
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J%IIEI *4 % 36. Significant related party transactions (continued)

Notes to the Interim Financial Information (continued)

(c) Summary of transactions entered into during the ordinary course of
business with BOC Group companies

The aggregate income and expenses arising from related party transactions with the
immediate holding company, the intermediate holding companies, associates of the
Bank as well as subsidiaries and associates of BOC are summarised as follows:

4 F5%fT= 2008 & 6 £] 30 !
Half-year ended 30 June 2008

1 Rl
E}ﬂ 2yl

Immediate and

intermediate Hpt Aaﬁ,g_ rq !
= holdi_ng ‘ﬁf; BAH r related
Notes companies Assomates partles
MR OWERR W
HK$’'m HK$’'m HK$’'m
Income statement items:
Interest income (i) 574 - 7
Interest expense (ii) (262) (1) (76)
Insurance commission
received (net) (iii) - - 149
Administrative services
fees received/
receivable (iv) 16 - 12
Rental fees
received/receivable (iv) 1 - 27
Credit card commission
paid/payable (net) (v) (43) - 1)
Securities brokerage
commission
paid/payable (net) (v) - - (188)
Rental, property
management and
letting agency fees
paid/payable (v) - - (44)
Funds selling
commission received (vi) - - 40
Correspondent banking
fee received (vii) 7 - -
Net trading losses (7) - (46)
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36. 2 RIVE %ﬂ@ 4 % 36. Significant related party transactions (continued)
b (GR)

(c) TS & EJ'}‘?'F.J (c) Summary of transactions entered into during the ordinary course of
T I-H fj#’i’éﬁﬁiﬁ'mi‘é business with BOC Group companies (continued)

FE R G

4 AT 2007 & 6 5] 30 |
Half-year ended 30 June 2007

129

[LEE Red Lk E]
Ryl
Immediate and
intermediate B R - A !
ﬁ[’ij‘ﬁ%t holding E—jﬁﬁ BN ’F[J Other related
Notes companies Associates parties’
BETRE RMTER T
HK$'m HK$'m HK$'m
[t A R Income statement items:
FIEL s Interest income (i) 205 - 9
FIRF Interest expense (ii) (232) (2) (231)
S i 2] & Insurance commission
e received (net) (iii) - 85
sl el S Administrative services
TR fees received/
receivable (iv) 16 16
=l s Rental fees
received/receivable (iv) - 11
=M |F“JJF Credit card commission
fl& R paid/payable (net) (v) 42) 1)
=N R A Securities brokerage
Al OEgE) commission
paid/payable (net) (v) - (178)
= MRS Rental, property
PR R management and
PRI letting agency fees
paid/payable (v) - (37)
SRS P2 Funds selling
commission received (vi) - 71
S PRERIEALS T Correspondent banking
q9H] fee received (vii) 7 -
S ESR R Loans services fees
received - 1
0 LIS Net trading gains 1" S
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Y Ejﬁﬁﬂ_ 4 % 36. Significant related party transactions (continued)

Notes to the Interim Financial Information (continued)

(c) Summary of transactions entered into during the ordinary course of
business with BOC Group companies (continued)

2008 &

6 5] 30 !
At 30 June 2008

I R ]
R

Immediate and

intermediate H e s - 1
A holding ;‘fﬁ? 27l Other related
Notes companies Associates parties1
i A A T HITFFT
HK$’'m HK$’m HK$’m
Balance sheet items:
Cash and balances
with banks and
other financial
institutions 0] 21,056 - 21
Placements with
banks and other
financial
institutions
maturing between
one and twelve
months (i) 14,013 - -
Financial assets at
fair value through
profit or loss 297 - -
Derivative financial
instruments
assets (viii) 38 - 3
Advances and other
accounts (i) 45 - 860
Investment in
securities (i) 367 - -
Other assets (ix) 52 - 1,318
Deposits and
balances of banks
and other financial
institutions (i) 11,473 - 617
Deposits from
customers (ii) 1,078 75 6,049
Derivative financial
instruments
liabilities (viii) 25 - 89
Other accounts and
provisions (ix) 4,014 - 2,306
Subordinated
liability (x) 8,150 - -
Off-balance sheet
items:
Contingent liabilities
and commitments (xi) 7,422 - 727
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EL‘J/“EJ %ﬂ@ 4 % 36. Significant related party transactions (continued)
(

Notes to the Interim Financial Information (continued)

(c) Summary of transactions entered into during the ordinary course of
business with BOC Group companies (continued)

1

Balance sheet items:

Cash and balances
with banks and
other financial
institutions

Placements with
banks and other
financial
institutions
maturing between
one and twelve
months

Financial assets at
fair value through
profit or loss

Derivative financial
instruments
assets

Advances and other
accounts

Investment in
securities

Other assets

Deposits and
balances of banks
and other financial
institutions

Deposits from
customers

Derivative financial
instruments
liabilities

Other accounts and
provisions

Off-balance sheet

items:
Contingent liabilities
and commitments

131

2007 & 12 F| 31 [!

At 31 December 2007

@l}% e
Rl
Immediate and
intermediate

P

= holding E?I’a’;? N ’pJ Other related
Notes companies Associates parties1
HRAEE 1T ST 1 E T ST 1 E T

e o I A O Py

HK$'m HK$'m HK$'m
() 22,854 - 30
(i) 8,917 - -
438 - -

(viii) 30 - 3
(i) 21 - -
(i) 347 - -
(ix) 66 - 5,079
(i) 15,478 - 680
(i) 458 85 7,465
(viii) 14 - 23
(ix) 5,997 - 5,538
(xi) 2,248 - 3,727

Subsidiaries and associates of BOC and post-employment benefit plans for the benefit of
employees of the Bank are collectively disclosed as other related parties and certain of which are
state-controlled entities.
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Notes to the Interim Financial Information (continued)

%ﬁhﬁ_ ~4 % 36. Significant related party transactions (continued)

(c) Summary of transactions entered into during the ordinary course of
business with BOC Group companies (continued)

Notes:

(U]

(i)

(iii)

(iv)

Interest income

In the ordinary course of business, the Group enters into various transactions with
BOC Group companies including deposit of cash and balances with banks and
other financial institutions, placement of interbank deposits, investment in
securities and provision of loans and credit facilities. The transactions were
conducted at prices and terms that are no more favourable than those charged to

and contracted with other third party customers of the Group.

Interest expense

In the ordinary course of business, the Group accepts interbank deposits and
current, fixed, savings and other deposits from BOC Group companies at the
relevant market rates at the time of the transactions. Interest on a subordinated
loan is charged at the contracted rate as denoted in Note 28.

Insurance premium paid/insurance commission received (net)

In the ordinary course of business, the Group provides insurance agency services
to and purchases general insurance policies from BOC Group companies at the
relevant market rates at the time of the transactions.

Administrative services fees and rental fees received/receivable

In the ordinary course of business, the Group receives administrative services
fees for the provision of various administrative services including internal audit,
technology, human resources support and training to BOC Group companies
mainly on the basis of cost plus a margin of 5%, and receives office premises
rental fees from BOC Group companies at the relevant market rates at the time of
the transactions.
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Notes to the Interim Financial Information (continued)

Y Ejﬁﬁﬂ_ 4 % 36. Significant related party transactions (continued)

(c) Summary of transactions entered into during the ordinary course of
business with BOC Group companies (continued)

Notes: (continued)

v)

(vi)

(vii)

Commission, property management, letting agency fee and rental fees
paid/payable

In the ordinary course of business, the Group pays commission fees for credit card
administrative and promotional services, securities brokerage services, property
management and letting agency fees to BOC Group companies. The Group also
pays rental fees to BOC Group companies. These transactions have been entered
into in the ordinary course of business and were priced at the relevant market rates
at the time of the transactions.

Funds selling commission received

In the ordinary course of business, the Group receives commission for engaging in
promotion and sale of fund products of a BOC Group company to customers of the
Group at the relevant market rates at the time of the transactions.

Correspondent banking fee received

In the ordinary course of business, BOC provides services to the Group’s
customers including remittance services and advising on and collecting letters of
credit issued by the Group. The Group shares the fees paid by its customers with
BOC on the basis agreed between the parties from time to time.

(viii) Derivative financial instruments assets/liabilities

In the ordinary course of business, the Group enters into foreign exchange
contracts and interest rate contracts with BOC Group companies. As at 30 June
2008 the aggregate notional amount of such derivative transactions amounted to
HK$23,270 million (31 December 2007: HK$13,219 million) whilst the
corresponding derivative financial instruments assets and liabilities amounted to
HK$41 million (31 December 2007: HK$33 million) and HK$114 million (31
December 2007: HK$37 million) respectively. These transactions are executed at
the relevant market rates at the time of the transactions.

133



@ ¥ 8 4 £7 (5 ) B R AT

BANK OF CHINA (HONG KONG) LIMITED

Fllﬁﬁﬁﬁ’mlﬁﬁﬁ% Notes to the Interim Financial Information (continued)

(&)

36. = El;vflﬁig_l A4 % 36. Significant related party transactions (continued)

bh (G81)

(c) T ipEL=E RIS (c) Summary of transactions entered into during the ordinary course of
FJ&I—T#E’#!E’%&‘E&' business with BOC Group companies (continued)
PRES VT PR
(&)

Wl‘é‘t ©GED Notes: (continued)

(ix) H o3y w3 PR W) (ix)

T P W T PR
R ) G B
& [ 2 il el e R
o2 PIRLE PR R
SR AR o B
#lim [{ﬁ“ fgj‘f FJ fﬁ*@ E F[fJ
el T R - 1S5
A o RSl 3
3 AL 2 -

(x) EEIf (x)
FIVEELE 22 UL
VR E AL R
YR TR - 2 By
RS VT 28 e -

() O 2RF I 0 (xi)
LN E S
4V~ AR R
L7 ~ AL U IR
R 2 AL ET
B YIRS A
F Tt <

Other assets and other accounts and provisions

Included within “Other assets” and “Other accounts and provisions” are
receivables from and payables to BOC Group companies. The amounts mainly
represent the account receivables from and payables to a subsidiary of BOC in
relation to dealing in securities trading transactions on behalf of the Group’s
customers. The receivables and payables arose from transactions carried out in
the normal course of business.

Subordinated liability

BOCHK entered into a subordinated credit facility agreement with BOC for the
purposes of capital management. Major commercial terms of the loan are stated
in Note 28.

Contingent liabilities and commitments

In the ordinary course of business, the Group provides loan facilities and trade
finance services to, and guarantees for the obligations of BOC and its
subsidiaries and associates on normal commercial terms.
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Notes to the Interim Financial Information (continued)

36. Significant related party transactions (continued)

(d) Key management personnel

Key management are those persons having authority and responsibility for planning,
directing and controlling the activities of the Group, directly or indirectly, including
directors and senior management. The Group accepts deposits from and grants loans
and credit facilities to key management personnel in the ordinary course of business.
During both the current and prior periods, no material transaction was conducted with
key management personnel of BOCHK, its holding companies and parties related to
them.

The key management compensation for the six months ended 30 June 2008 and
2007 is detailed as follows:

g FEE EEET e

2008 ¥ 2007 =

6 £] 30 F! 6 %] 30 [!
Half-year ended  Half-year ended
30 June 30 June
2008 2007

v B 1

i AT Py

HK$’m HK$'m

Salaries and other short-term employee benefits

31 27

Post-employment benefits 1 1
32 28
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LBl Ejﬁﬁigl M4 %  36. Significant related party transactions (continued)
F (@)

(e) B2 WH PR i (e) Transactions with Central SAFE and other companies controlled by
ﬁ*[]‘l/ Jl_rrﬁl VRS Central SAFE
Ne & pLAg i A R Central SAFE is the controlling entity of BOC. Central SAFE is approved by the State
L 35 T 8 R A Council of the PRC to assume the rights and obligations of the equity owner on behalf of
e S IR S the State. Accordingly, Central SAFE, acting on behalf of the State, has become the
Jas t@Hxa&z!ﬂ.‘?’l/ = ultimate holding company of the Bank by virtue of its interest in BOC.

folfE 2 il e PRI i
Aﬁ%Wiﬂﬁﬂi
[ 247 o 2 %
5L 7 S5 R A I
2l
o F A pTE 2008 F The Group did not have any balances or enter into any transactions with Central SAFE
* 2007 =+ 6 5| 30 [! for the six months ended 30 June 2008 and 2007 (31 December 2007: Nil).
T+ BRI
ffF A B 92 E fjw =i
ff" % ph(2007 & 12 %]
1 Flof e
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Notes to the Interim Financial Information (continued)

pIVE %ﬂ@ 4 % 36. Significant related party transactions (continued)
(

(e) Transactions with Central SAFE and other companies controlled by
Central SAFE (continued)

Central SAFE has controlling equity interests in certain other entities in the PRC. The
Group enters into banking transactions with these companies in the normal course of
business. These include loans, investment securities and money market transactions.
The outstanding balances at the period/year end, and the related income and expenses
for the period are as follows:

2008 2007
FTERNE FEn
6 £ 30 f! 6 £ 30 !
VHIRUET S VHIRE S
F4) (F4D)
Interest income/ 6 £| 30 [I5#&% Interestincome/ 12 F| 31 [ I5#gR
(expense)  gytstanding (expense)  oytstanding
for the six for the six
months ended balance . ,nths ended balance
30 June at 30 June 30 June at 31 December
BEEHT BT AFE I W
HK$’'m HK$’'m K$'m HK$'m
Advances to
customers/banks
and other financial
institutions - - - 23
Investment in
securities 50 3,989 36 2,433
Financial assets at
fair value through
profit or loss - 3 - 9
Due from banks and
other financial
institutions 28 501 35 1,443
Due to banks and
other financial
institutions (16) 1,286 (1) 2,417
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Notes to the Interim Financial Information (continued)

36. Significant related party transactions (continued)

(f) Transactions with the Ministry of Finance and the People’s Bank of China
and other state-controlled entities

The Group enters into banking transactions with the Ministry of Finance and the
People’s Bank of China in the normal course of business. These include purchases and
redemption of treasury bonds and money market transactions.

The state-controlled entities are those, other than BOC (the intermediate holding
company and its subsidiaries) and Central SAFE and its controlled companies, over
which the PRC government directly or indirectly holds over 50% of the outstanding
shares or voting rights, and has the ability to control or the power to govern their
financial or operational policies through its government authorities, agencies and
affiliates. The Group has extensive transactions with other state controlled entities.
These transactions, conducted in the ordinary course of business, may include, but are
not limited to, the following:

- lending, provision of credits and guarantees and deposit taking;
- inter-bank balance taking and placing;

- sale, purchase, underwriting and redemption of bonds issued by other
state-controlled entities;

- rendering of foreign exchange, remittance and investment related services;

- provision of fiduciary activities; and
- purchase of utilities, transport, telecommunication and postal services.
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X

37. JhEvEYE 37. Liquidity ratio
EEETiES EEETAAES
2008 F 2007 =
6 £] 30 f! 6 £] 30 !
Half-year ended  Half-year ended
30 June 30 June
2008 2007
TSR E Pk Average liquidity ratio 42.47% 50.08%
Y& PRl A The average liquidity ratio is calculated as the simple average of each calendar month’s
LI & | S Y average liquidity ratio of the Bank for the period.
£ s T T 1 i
e

e E Pegs RS (2L The liquidity ratio is computed on the solo basis (the Hong Kong offices only) and is in
FHIEGT) BFpar I accordance with the Fourth Schedule of the Banking Ordinance.

TR (E!HF,\'EIJTF'[F“,?%F%

i) FHT
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Notes to the Interim Financial Information (continued)

38. Currency concentrations

The following is a summary of the major foreign currency exposures arising from trading,
non-trading and structural positions. The net options position is calculated based on the
basis of delta-weighted positions of all foreign exchange options contracts.

BRI 3 13
BT

FUETEYE Spot assets
FEIf Spot liabilities
g Forward purchases
e Forward sales
B AR e Net options position
(1) /=#sge Net (short)/long
position
%fﬁ F’jﬂ%%ﬂ%’i’ Net structural position
THETEY R Spot assets
HETEIH Spot liabilities
meES Forward purchases
R Forward sales
AR A Net options position

£/(1) ke

R

Net long/(short)
position

Net structural position

2008 =+ 6 £| 30 [!

At 30 June 2008
FIEGR ST
Equivalent in million of HK$
F 5 1Sl F 4 -
S WE RGN
US Japanese Ei%¢ Australian  Pound Renminbi P‘&E}f{’j‘ R
Dollars Yen Euro Dollars Sterling Yuan Others Total
319,898 3,956 27,299 33,774 14,207 102,775 11,345 513,254
(248,663)  (3,029) (19,165) (30,888) (23,735) (101,853) (27,127) (454,460)
211,449 28,741 29,660 33,092 28,738 28,235 49,473 409,388
(284,037) (29,936) (38,151) (36,246) (19,217) (27,835) (33,835) (469,257)
470 4 1) (40) 18 - (69) 376
(883) (264) (364) (308) 11 1,322 (213) (699)
235 - - - - 1,378 - 1,613
2007 = 12 5| 31 [!
At 31 December 2007
HRASE L T
Rl
Equivalent in million of HK$
I F I T geig * fdifﬁ‘
US Japanese [ % Australian Pound Renminbi X HETJFWSJ‘ A
Dollars Yen Euro Dollars  Sterling Yuan  Others Total
321,190 2,019 15,739 27,376 6,028 44,929 7,364 424,645
(220,339)  (4,764)  (9,215) (24,055) (12,951) (44,055) (19,615) (334,994)
159,983 22,718 25,775 22,051 25,907 26,760 43,162 326,356
(257,677) (20,215) (32,238) (25,426) (18,858) (26,322) (30,823) (411,559)
107 (16) (17) 22 (5) - (9) 82
3,264 (258) 44 (32) 121 1,312 79 4,530
84 - - - - 459 - 543
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H('%E;’J’mlﬁﬁﬁéf Notes to the Interim Financial Information (continued)

39. El‘%faﬁ'fﬁ@ 39. Cross-border claims

M sl Fgﬁ TR B BhA 9t The information on cross-border claims discloses exposures to foreign counterparties on
E7E SENG =T N ] which the ultimate risk lies, and is derived according to the location of the counterparties
7y 'r* > %ﬁr}i& HY pAS= after taking into account any transfer of risk. In general, such transfer of risk takes place if
Tk 1*17;% (= fp & Paa gkt the claims are guaranteed by a party in a country, which is different from that of the
Foo = HEE o B 'iﬁ%’a‘?ﬂ/ counterparty, or if the claims are on an overseas branch of a bank whose head office is
PER S A 4 fﬁ £ A located in another country. Only regions constituting 10% or more of the aggregate
T ﬁ ﬂ)[’?ﬁﬁ’% Hy = 1 cross-border claims are analysed by geographical areas and disclosed as follows:

71[7JWIL.[' L il
B ) % f FFE{%%@J
[ NN LR N o
il 10%5 1] 2 B9y
[E55 PP gz

A
Public
#= sector bl St
Banks entities Others Total
R AT AT A
HK$’'m HK$’'m HK$’'m HK$’'m
¥+ 2008 & 6 £| 30 |! At 30 June 2008
Eni‘\'\' T Ep?ﬁ?‘,?ﬁ» Asia, other than
Hong Kong
- FHESI2 - Mainland China 65,516 83,229 47,413 196,158
- Fy - Others 64,732 117 20,696 85,545
130,248 83,346 68,109 281,703
= North America
- F - United States 7,065 19,891 70,244 97,200
- kI - Others 12,075 229 152 12,456
19,140 20,120 70,396 109,656
[ Western Europe
- el sl - Germany 34,089 990 1,361 36,440
-k - Others 109,070 265 8,437 117,772
143,159 1,255 9,798 154,212
WSt Total 292,547 104,721 148,303 545,571
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Fllﬁﬁﬁﬁ’mlﬁﬁﬁé_’f Notes to the Interim Financial Information (continued)

(&)

39. ?%ﬁﬁ'f?}@ G&) 39. Cross-border claims (continued)
= i”f%‘y’r%
Public
AL sector Rl Ak
Banks entities Others Total
HMAEE T S 1L T HMEE 1 LA S 1T
W T Y T Y AT
HK$'m HK$'m HK$'m HK$'m
#2007 F 12 5| 31 | ! At 31 December 2007
gnw’ T Ep?ﬁ?‘,?ﬁ» Asia, other than
Hong Kong
- FHESI2 - Mainland China 56,017 30,753 29,699 116,469
- kP - Others 73,025 469 19,585 93,079
129,042 31,222 49,284 209,548
= North America
- F - United States 6,200 27,179 76,783 110,162
- HM - Others 18,081 - 68 18,149
24,281 27,179 76,851 128,311
[l Western Europe
- Tl - Germany 41,201 - 2,331 43,532
- HM - Others 148,144 3 11,827 159,974
189,345 3 14,158 203,506
A Total 342,668 58,404 140,293 541,365
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Notes to the Interim Financial Information (continued)

40. Non-bank Mainland China exposures

Non-bank counterparties are identified in accordance with the definitions set out in the
prudential return “Quarterly Analysis of Loans and Advances and Provisions” issued by the
HKMA. Exposures to Mainland China arising from non-bank counterparties are
summarised as follows:

2008 =+ 6 £] 30 [!
At 30 June 2008

BT T
AL 291 f R
REEE R S
On- Off- Individually
balance balance  fE i@ AR assessed
sheet sheet Total impairment
exposure exposure exposure allowances
4 A A 13 4 A 1 4 A 0 A1
HK$’'m HK$’'m HK$’'m HK$’'m
Mainland China entities 85,387 37,236 122,623 30
Companies and individuals
outside Mainland China where
the credit is granted for use in
Mainland China 28,811 17,364 46,175 36
Other non-bank Mainland China
exposures 12,419 5,322 17,741 9
126,617 59,922 186,539 75
2007 = 12 5| 31 |!
At 31 December 2007
RO T
eI ESVIEN (I ff
RIEEE R b ey
On- Off- Individually
balance balance A g g assessed
sheet sheet Total impairment
exposure exposure exposure aIIowances
B 1 L ST 1 L S S
R 5 T 80 5 T T 5 R TS
HK$'m HK$'m HK$'m HK$'m
Mainland China entities 60,275 44,698 104,973 23
Companies and individuals
outside Mainland China where
the credit is granted for use in
Mainland China 23,142 17,535 40,677 13
Other non-bank Mainland China
exposures 10,133 8,261 18,394 8
93,550 70,494 164,044 44
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

41. Ultimate holding company

Central SAFE, acting on behalf of the State, is the ultimate holding company of the Bank
whilst BOC is the Bank’s intermediate holding company.

42. Compliance with HKAS 34

The interim report for the first half of 2008 complies with HKAS 34 “Interim Financial
Reporting” issued by the HKICPA.

43. Statutory accounts

The information in the interim report is unaudited and does not constitute statutory
accounts. The statutory accounts for the year ended 31 December 2007 have been
delivered to the Registrar of Companies and the HKMA. The auditors expressed an
unqualified opinion on those statutory accounts in their report dated 25 March 2008.

144



BANK OF CHINA (HONG KONG) LIMITED

@ ¥ 84t (mm)amad

B B

PR 5 R Y B
?WWﬁF<ﬁﬁ)ﬂwzﬂ%$ﬁ
CHF T M REP A [ LA i)

3F,

AAGHET () AEE I SUKBEIET Y 46 = 144 FI ISR - P VISR SR LS () E R RL (TR
7 ) WES R CAZE CEIR R ) B FE T AR S A PSRk v s ',?ZE'LM it | HU flJﬂT{ﬁr}ﬂ%l{% Bl
@ﬁﬁﬁiﬁ$ﬁﬁﬁiyib %f%ﬂ‘%%ﬁﬂwm*%@ ﬂﬂﬂﬁmppmﬂaf%ﬁ%ﬁw 34%*WWWﬁ%,JW
%%Uﬂﬁfﬁlﬁfﬂﬁ’ﬁ#l Z5 P RS PR | Mﬁ% TSR 00 (et » 2 IS L (R 1 wq;gﬂ,f, :
[ ﬂiﬁyf,wu ,,,,,, PRI « S5 PIT (o B PO AR 0P S 2 gy ﬁ;w

_"'l

B A

% P A F“ww?%ﬁwﬁw Y 2410 B " VIS BRFVR- SBR[ BTN R B L KB - R B
Bl L“?h F@Wﬂ |Eﬁglq‘7§ IF;{-Q!M RS Fl”ﬁ:le > WEER AT AIE P B o 3K BEPY SR wﬂr’l@[ﬁ}%{ MR SR 5 R
[ 5 J AN AI&IF? RS T 28 o WA |' Fe B R SAOTRE EN R e P ST ﬁé)&%‘éﬁﬁktﬁ'

o

zﬁf’ﬁ IR BE » =5 P20 R P 0ol 725 ER F PR TRRT  f  ~Ta ook RGBT W et Y5 34 BT I BVRESS £

-

D oiddod

S PSR
B AT

'F‘,?%{»’ZOOBEF 8 [ 28 |1

145



@ ¥ 8 4 £7 (5 ) B R AT

BANK OF CHINA (HONG KONG) LIMITED

INDEPENDENT REVIEW REPORT

REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
TO THE BOARD OF DIRECTORS OF BANK OF CHINA (HONG KONG) LIMITED
(incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 46 to 144, which comprises the condensed consolidated
balance sheet of Bank of China (Hong Kong) Limited (the “Bank”) and its subsidiaries (together, the “Group”) as at 30 June 2008 and
the related condensed consolidated statements of income, changes in equity and cash flows for the six-month period then ended,
and a summary of significant accounting policies and other explanatory notes. The directors of the Bank are responsible for the
preparation and presentation of this interim financial information in accordance with Hong Kong Accounting Standard 34 “Interim
Financial Reporting”. Our responsibility is to express a conclusion on this interim financial information based on our review 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 interim financial information consists of making inquiries, 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 information is not prepared,

in all material respects, in accordance with Hong Kong Accounting Standard 34 “Interim Financial Reporting”.

% '

*"-r e u+-{~h Luq.xfr-—{ !

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28 August 2008
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Additional Information

1. Subsidiaries of the Bank
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BANK OF CHINA (HONG KONG) LIMITED

The particulars of our subsidiaries are as follows:

Country/place Issued and
and date of fully paid up Percentage of
incorporation/ share capital/ attributable
Name of company operation registered capital equity interest Principal activities
Nanyang Commercial Bank, Hong Kong Ordinary shares 100.00% Banking business
Limited 2 February 1948 HK$600,000,000
Chiyu Banking Corporation Hong Kong Ordinary shares 70.49% Banking business
Limited 24 April 1947 HK$300,000,000
BOC Credit Card Hong Kong Ordinary shares 100.00% Credit card services
(International) Limited 9 September 1980 HK$480,000,000
Arene Trading Limited Hong Kong Ordinary shares 100.00% Property holding
22 August 1978 HK$500,000 and investment
Bank of China (Hong Kong) Hong Kong Ordinary shares 100.00% Nominee services
Nominees Limited * 1 October 1985 HK$2
Bank of China (Hong Kong) Hong Kong Ordinary shares 100.00% Trustee and agency
Trustees Limited * 6 November 1987 HK$3,000,000 services
BOC Group Trustee Hong Kong Ordinary shares 64.20% Trustee services
Company Limited * 1 December 1997 HK$200,000,000
BOC Travel Services Limited Hong Kong Ordinary shares 100.00% Travel services
24 August 1982 HK$2,000,000
BOCHK Financial Products Cayman Ordinary shares 100.00% Note issuing
(Cayman) Limited 10 November 2006 US$50,000
BOCHK Information PRC Registered capital 100.00% Property holding
Technology (Shenzhen) 16 April 1990 HK$70,000,000 and investment
Co., Ltd. *
BOCHK Information Technology = PRC Registered capital 100.00% Information
Services (Shenzhen) Ltd * 26 May 1993 HK$40,000,000 technology
services
BOCI-Prudential Trustee Hong Kong Ordinary shares 41.10% Trustee services
Limited * 11 October 1999 HK$300,000,000
Che Hsing (Nominees) Hong Kong Ordinary shares 100.00% Nominee services
Limited * 23 April 1980 HK$10,000 and investment
holding
Chiyu Banking Corporation Hong Kong Ordinary shares 70.49% Investment holding
(Nominees) Limited * 3 November 1981 HK$100,000
Chung Chiat Company Hong Kong Ordinary shares 100.00% Property holding
Limited 9 April 1980 HK$200 and investment
Dwell Bay Limited Hong Kong Ordinary shares 100.00% Property holding

19 December 1980

HK$100,000
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BANK OF CHINA (HONG KONG) LIMITED

Additional Information (continued)

1. Subsidiaries of the Bank (continued)

Country/place Issued and
and date of fully paid up Percentage of
incorporation/ share capital/ attributable
Name of company operation registered capital equity interest Principal activities
Glister Company Limited * Hong Kong Ordinary shares 70.49% Investment holding
26 March 2001 HK$2
Glory Cardinal Limited * Hong Kong Ordinary shares 70.49% Investment holding
4 May 2001 HK$2
Grace Charter Limited * Hong Kong Ordinary shares 70.49% Investment holding
4 May 2001 HK$2
G.Z.Y. Microfilm PRC Registered capital 100.00% Property holding
Technology (Shenzhen) 24 September 1993 HK$40,000,000 and investment
Co., Ltd. *
Hua Chiao Commercial Hong Kong Ordinary shares 100.00% Nominee services
(Nominees) Limited * 28 October 1986 HK$10,000
Kincheng Finance (H.K.) Hong Kong Ordinary shares 100.00% Loan financing
Limited 30 March 1979 HK$225,000,000
Kincheng Investments & Hong Kong Ordinary shares 100.00% Property holding
Developments (H.K.) 15 May 1981 HK$6,000 and investment
Limited
Kincheng (Nominees) Hong Kong Ordinary shares 100.00% Nominee services
Limited * 12 December 1980 HK$100,000
Kiu Nam Investment Hong Kong Ordinary shares 100.00% Property holding
Corporation Limited 9 November 1963 HK$2,000,000 and investment
Kwong Li Nam Investment Hong Kong Ordinary shares 100.00% Investment agency
Agency Limited * 25 May 1984 HK$3,050,000
Nan Song Company, Hong Kong Ordinary shares 100.00% Property investment
Limited * 13 April 1965 HK$1,000,000 and investment
holding
Nanyang Commercial Bank PRC Registered capital 100.00% Banking business
(China) Limited 14 December 2007 RMB2,500,000,000
Nanyang Commercial Bank Hong Kong Ordinary shares 100.00% Nominee services
(Nominees) Limited * 22 August 1980 HK$50,000
Nanyang Commercial Bank Hong Kong Ordinary shares 100.00% Trustee services
Trustee Limited * 22 October 1976 HK$3,000,000
Nanyang Finance Company Hong Kong Ordinary shares 100.00% Financial services

Limited

16 March 1979

HK$50,000,000
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BANK OF CHINA (HONG KONG) LIMITED

Additional Information (continued)

1. Subsidiaries of the Bank (continued)

Country/place Issued and
and date of fully paid up Percentage of
incorporation/ share capital/ attributable
Name of company operation registered capital equity interest Principal activities
Pacific Trend Profits British Virgin Islands Registered shares 70.49% Investment holding
Corporation * 20 April 2001 Us$1
Patson (HK) Limited * Hong Kong Ordinary shares 100.00% Property investment
18 August 1970 HK$1,000,000
Perento Limited Hong Kong Ordinary shares 100.00% Property holding
27 September 1983 HK$10,000 and investment
Po Hay Enterprises Limited Hong Kong Ordinary shares 100.00% Property holding
2 October 1979 HK$100,000 and investment
Po Sang Financial Hong Kong Ordinary shares 100.00% Gold trading and
Investment Services 23 September 1980 HK$25,000,000 investment holding
Company Limited *
Po Sang Futures Limited * Hong Kong Ordinary shares 100.00% Commodities
19 October 1993 HK$25,000,000 brokerage
Po Sang (Nominees) Limited * Hong Kong Ordinary shares 100.00% Nominee services
29 April 1993 HK$10,000
Rams City (Nominees) Hong Kong Ordinary shares 100.00% Nominee services
Limited * 2 May 1986 HK$2,000,000 and investment
holding
Sanicon Investment Limited Hong Kong Ordinary shares 100.00% Property holding
24 January 2000 HK$2 and investment
Seng Sun Development Hong Kong Ordinary shares 70.49% Investment holding
Company, Limited * 11 December 1961 HK$2,800,000
Shenstone Limited Hong Kong Ordinary shares 100.00% Property holding
4 September 1979 HK$2 and investment
Sin Chiao Enterprises Hong Kong Ordinary shares 100.00% Property holding
Corporation, Limited * 13 September 1961 HK$3,000,000 and investment
Sin Hua Trustee Limited * Hong Kong Ordinary shares 100.00% Trustee services
27 October 1978 HK$3,000,000
Sin Mei (Nominee) Limited * Hong Kong Ordinary shares 100.00% Nominee services
27 April 1982 HK$100,000 and investment
holding
Sin Yeh Shing Company Hong Kong Ordinary shares 100.00% Property holding

Limited

28 November 1980

HK$100,000
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BANK OF CHINA (HONG KONG) LIMITED

Additional Information (continued)

1. Subsidiaries of the Bank (continued)

Country/place Issued and
and date of fully paid up Percentage of
incorporation/ share capital/ attributable
Name of company operation registered capital equity interest Principal activities
Sino Information Services Hong Kong Ordinary shares 100.00% Information services
Company Limited 11 February 1993 HK$7,000,000
The China-South Sea Hong Kong Ordinary shares 100.00% Nominee services
(Nominees) Services 13 February 1981 HK$100,000
Limited *
The China State Hong Kong Ordinary shares 100.00% Nominee services
(Nominees) Limited * 14 May 1982 HK$100,000 and investment
holding
The China State Trustee Hong Kong Ordinary shares 100.00% Trustee services
Limited * 17 July 1981 HK$3,000,000
Track Link Investment Hong Kong Ordinary shares 100.00% Property holding
Limited 8 February 1994 HK$2 and investment
Yien Yieh (Nominee) Hong Kong Ordinary shares 100.00% Nominee services

Limited *

26 June 2001

HK$2,000

Po Sang (Nominees) Limited commenced member’s voluntary winding up on 31 July 2008.

Remarks:

and investment
holding

Name of subsidiaries which are not included in the consolidation group for regulatory purposes in respect of capital adequacy is
marked with * in the above table. BOCHK and its subsidiaries specified by the HKMA form the basis of consolidation for its
regulatory purposes in accordance with the Banking (Capital) Rules. For accounting purposes, subsidiaries are consolidated in
accordance with the accounting standards issued by the HKICPA pursuant to section 18A of the Professional Accountants

Ordinance.

2. Eﬂ){%ﬂﬁ#{ (#8) 2.Compliance with the Banking (Disclosure) Rules

CELSH Ry i (L
() ) VRE -

The unaudited interim report complies with the requirements set out in the Banking
(Disclosure) Rules.
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BANK OF CHINA (HONG KONG) LIMITED

Definitions

In this Interim Report, unless the context otherwise requires, the following terms shall have the meanings set out below:

Terms

Meanings

“ALCO”

The Asset and Liability Management Committee

“Board” or “Board of Directors”

The Board of Directors of BOCHK

“BOC”

Bank of China Limited, a joint stock commercial bank with limited liability
established under the laws of the PRC, the H shares and A shares of which
are listed on the Hong Kong Stock Exchange and the Shanghai Stock
Exchange respectively

“BOCHK” or “the Bank”

Bank of China (Hong Kong) Limited, a company incorporated under the laws
of Hong Kong and a wholly owned subsidiary of BOCHK (Holdings)

“CAR” Capital Adequacy Ratio, computed on the consolidated basis that comprises
the positions of BOCHK and certain subsidiaries specified by the HKMA for
its regulatory purposes and in accordance with the Banking (Capital) Rules

“CE” Chief Executive

“CRO” Chief Risk Officer

“Central SAFE”

Central SAFE Investments Limited

“Chiyu” Chiyu Banking Corporation Limited, a company incorporated under the laws
of Hong Kong, in which BOCHK holds an equity interest of 70.49%

“Group” The Bank and its subsidiaries collectively referred as the Group

“HKAS(s)” Hong Kong Accounting Standard(s)

“HKICPA” Hong Kong Institute of Certified Public Accountants

‘HKMA” Hong Kong Monetary Authority

“Hong Kong” or “Hong Kong SAR”

Hong Kong Special Administrative Region

“Mainland China”

The mainland of the PRC

1Q”

“Moody’s

Moody’s Investors Service

“Nanyang”

Nanyang Commercial Bank, Limited, a company incorporated under the laws
of Hong Kong and a wholly owned subsidiary of BOCHK

“Nanyang (China)”

Nanyang Commercial Bank (China) Limited, a company incorporated under
the laws of the PRC and a wholly owned subsidiary of Nanyang

“PRC”

The People’s Republic of China
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Definitions (continued)

Terms

Meanings

“RC”

The Risk Committee

“RMB” or “Renminbi”

Renminbi, the lawful currency of the PRC

“RMD”

The Risk Management Department

“Stock Exchange”

The Stock Exchange of Hong Kong Limited

“us’

The United States of America

“WAR”

Value at Risk
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