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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 half of 2009, the adverse impact of the global financial crisis was still keenly felt. Against this background, the Group
continued to solidify its financial strength to maintain a healthy capital base, and to fortify risk management. At the same time, it
focused on growing its income from traditional banking businesses and exercised prudent cost control. In the first six months of 2009,
the Group’s operating profit before impairment allowances decreased by HK$1,334 million, or 13.3%, year-on-year to HK$8,679
million, mainly because of the decline in net interest income and net trading income. During the period, a lower impairment charge on
securities investments and a net reversal of loan impairment allowances were recorded. The Group’s profit attributable to
shareholders decreased by HK$420 million, or 6.0%, to HK$6,613 million.

Compared to the second half of 2008, the Group’s operating profit before impairment allowances increased by HK$848 million or
10.8%. Lower net interest income was more than offset by the increase in net fees and commission income, net trading income as

well as lower operating expenses.

Financial Highlights

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

30 June 31 December 30 June|

HK$’'m, except percentage amounts 2009 2008 2008]
Operating income 12,820 12,445 14,035]
Operating expenses (4,141) (4,614) (4,022)
Operating profit before impairment allowances 8,679 7,831 10,013
Net charge of impairment allowances (1,115) (7,616) (2,227)
Others 526 (817) 724
Profit / (loss) before taxation 8,090 (602) 8,510,
Profit / (loss) attributable to equity holders of the Bank 6,613 (516) 7,033
Net interest margin (NIM) 1.69% 1.90% 1.96%
Non-interest income ratio 34.73% 23.38% 32.57%
Cost-to-income ratio 32.30% 37.08% 28.66%
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Management’s Discussion and Analysis (continued)

Analyses of the Group’s financial performance and business operations are set out in the following sections.

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 2009 2008 2008
Interest income 11,422 16,605 17,580
Interest expense (3,055) (7,070) (8,116)
Net interest income 8,367 9,535 9,464
Average interest-earning assets 998,076 999,747 966,966
Net interest spread 1.64% 1.73% 1.77%
Net interest margin 1.69% 1.90% 1.96%

In the first half of 2009, short term market interest rates stayed at a low level. Compared to the first half of 2008, average one-month
HIBOR fell by 177 basis points to 0.21% while average one-month LIBOR declined by 253 basis points to 0.42%. The Group’s
average HKD Prime rate decreased by 62 basis points year-on-year to 5.00%, thus widening the HKD Prime-to-one-month HIBOR

spread (hereafter called “Prime-HIBOR spread”) by 115 basis points to 4.79%.

The Group’s net interest income decreased by HK$1,097 million, or 11.6%, year-on-year to HK$8,367 million. The decline was
mainly due to the drop in net interest margin, partially offset by the growth in average interest-earning assets which grew by
HK$31,110 million, or 3.2%, compared to the first half of 2008.

Net interest margin fell by 27 basis points to 1.69%. The decline was primarily caused by the decline in contribution from net free

funds under the low interest rate environment together with lower net interest spread.

Compared to the first half of 2008, the average yield of interest-earning assets fell by 149 basis points while the average rate of
interest-bearing liabilities dropped by 136 basis points. The contribution of net free funds to the net interest margin fell by 14 basis

points to 5 basis points.

The narrowing of net interest spread was largely due to the higher funding cost of the subordinated loans*. During the period, the
Group managed its funding cost scrupulously. Deposit mix improved with an increase in the proportion of average demand deposits
and current accounts as well as savings deposits in the Group’s average total deposits. The net interest spread declined by 13 basis
points to 1.64%.

* The Group secured two subordinated loans from its parent bank, BOC, in June and December 2008 respectively
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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 2009 31 December 2008 30 June 2008
Average Average Average Average Average Average
ASSETS balance yield balance balance yield
HK$’m % HK$'m HK$'m %
Cash, balances and placements
with banks and other financial
institutions 235,337 1.49 309,243 1.82 213,709 2.53
Debt securities investments 299,492 2.37 276,635 3.99 290,602 4.47
Loans and advances to customers 452,317 2.38 401,840 4.00 447,102 3.68
Other interest-earning assets 10,930 1.55 12,029 3.05 15,553 2.82
Total interest-earning assets 998,076 2.16 999,747 3.31 966,966 3.65
Non interest-earning assets 93,538 77,696 94,187
Total assets 1,091,614 1.97 1,077,443 3.07 1,061,153 3.32
Half-year ended Half-year ended Half-year ended
30 June 2009 31 December 2008 30 June 2008
Average Average Average Average Average Average
LIABILITIES balance Rate balance Rate balance Rate
HK$’'m % HK$'m HK$'m %
Deposits and balances of banks
and other financial institutions 99,798 1.61 88,960 1.79 70,561 2.04
Current, savings and fixed deposits 766,174 0.39 778,939 1.47 763,502 1.85
Certificates of deposit issued 846 3.94 1,046 5.39 1,905 2.81
Other interest-bearing liabilities 20,779 0.29 25,096 4.11 30,112 2.23
Total interest-bearing liabilities 887,597 0.52 894,041 1.58 866,080 1.88
Non interest-bearing deposits 42,347 32,638 41,827
Shareholders’ funds* and non
161,670 150,764 153,246
interest-bearing liabilities
Total liabilities 1,091,614 0.43 1,077,443 1.31 1,061,153 1.53

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

Compared to the second half of 2008, net interest income fell by HK$1,168 million, or 12.2%. Average interest-earning assets

decreased slightly by HK$1,671 million, or 0.2%. Net interest margin fell by 21 basis points with the decline in net interest spread and

contribution from net free funds by 9 basis points and 12 basis points respectively.

Average one-month LIBOR fell by 201 basis points to 0.42% while average one-month HIBOR decreased by 181 basis points to

0.21% when compared to the second half of 2008. The Group’s average HKD Prime rate decreased by 18 basis points, thus

widening the Prime-HIBOR spread by 163 basis points. The decrease in net interest income was mainly attributable to the decline in

contribution of net free funds along with the fall in market interest rates and lower net interest spread. The decrease in net interest

spread was primarily caused by the higher funding cost of the aforementioned subordinated loans.
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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 2009 2008 2008
Investment and insurance fee income 1,831 1,300 1,904
Securities brokerage (Stockbroking) 1,625 1,091 1,289
Securities brokerage (Bonds) 4 39 220

Funds distribution 38 61 157

Life insurance 164 109 238

Credit cards 721 754 663
Loan commissions 398 250 263
Bills commissions 310 354 329
Payment services 227 247 239
Account services 132 133 146
Currency exchange 87 96 108
Trust services 82 86 87
General insurance 48 47 55
Correspondent banking 21 23 21
Custody 15 16 29
IPO-related business 1 0 30
Others 119 161 134
Fees and commission income 3,992 3,467 4,008
Fees and commission expenses (918) (1,070) (941)
Net fees and commission income 3,074 2,397 3,067

Net fees and commission income grew by HK$7 million, or 0.2% year-on-year, to HK$3,074 million. Loan commissions grew strongly
by HK$135 million or 51.3% as a result of the expansion of the Group’s loan portfolio and the increase in commission income from
syndicated loans. The Group’s appointment as the BOC Group’s “Asia-Pacific Syndicated Loan Centre” (“the Syndicated Loan
Centre”) not only enhances its collaboration with other members of the BOC Group but also allows it to expand its service foothold in
the Region. Commission income from syndicated loans generated through the Syndicated Loan Centre increased year-on-year.
Investment and insurance fee income dropped by HK$73 million or 3.8%. In the wake of the financial crisis, commission income from
the distribution of bonds and funds decreased significantly. With improved market sentiments and liquidity in the second quarter of
2009, the stock market experienced a strong rebound. Leveraging its strong distribution network and trading platform, the Group
seized business opportunities arising from increased stock trading transactions and successfully grew its stock broking income by
HK$336 million or 26.1%. Fees from the credit card business grew by HK$58 million, or 8.7%, as cardholder spending and merchant
acquiring volume were up 1.4% and 5.8% respectively. Fee income from the Group’s other traditional banking businesses such as
bills commissions, payment services and currency exchange recorded a decline due to lower business volumes in the economic
downturn. Fee income from IPO-related business decreased with the sharp decline in IPO activities in the market. Meanwhile, fees

and commission expenses decreased by HK$23 million or 2.4%.

Compared to the second half of 2008, net fees and commission income rose by HK$677 million or 28.2%, largely because of the
$531 million or 40.8% increase in investment and insurance fee income with significant growth in fee income from stock broking.
Meanwhile, fees and commission income from the loan business rose by 59.2%. With the economic slowdown moderating in the
second quarter of 2009, the transaction volumes and related fee incomes of other traditional banking businesses recorded a

broad-based increase when compared to the first quarter of 2009.
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Management’s Discussion and Analysis (continued)

Net Trading Income

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

30 June 31 December 30 June

HK$'m 2009 2008 2008
Foreign exchange and foreign exchange products 790 934 875
Interest rate instruments 28 (333) 206
Equity instruments 17 (16) 135
Commodities 54 92 21
Net trading income 889 677 1,237

Net trading income declined by HK$348 million or 28.1% year-on-year to HK$889 million due to the decrease in the net trading

income from foreign exchange and related products, interest rate instruments as well as equity instruments.

Net trading income from foreign exchange and related products fell by HK$85 million or 9.7%. Amid the global economic downturn
and the contraction of merchandise trade, the demand for foreign exchange was weak. In addition, RMB-related foreign currency
transactions decreased significantly as the market’s anticipated appreciation of RMB no longer prevailed. The business volume of
structured deposits also plunged. As a result, the related income from foreign exchange activities declined by HK$360 million or
36.5%. The decrease was partially offset by the increase in the mark-to-market gain on foreign exchange swap contracts*. Net
trading income from interest rate instruments declined by HK$178 million or 86.4% mainly due to the mark-to-market loss on certain
debt securities investments, partially offset by the increase in mark-to-market gain of interest rate swap contracts. Net trading income
from equity instruments decreased by HK$118 million or 87.4%, mainly as a result of the decline in income from equity-linked

instruments.

Compared to the second half of 2008, net trading income rose by HK$212 million or 31.3%, which was mainly attributable to the
mark-to-market gain on interest rate swap contracts recorded in the first half of 2009 compared to a loss in the second half of 2008.
The increase was partially offset by the decrease in fair value of certain debt securities investments and the decline in

mark-to-market gain on foreign exchange swap contracts*.

* Foreign exchange swap contracts are usually used for the Group's liquidity management and funding activities. Under the 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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Management’s Discussion and Analysis (continued)

Operating Expenses

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

30 June 31 December 30 June

HK$’'m, except percentage amounts 2009 2008 2008
Staff costs 2,219 2,032 2,440
Premises and equipment expenses (excluding depreciation) 530 574 490
Depreciation on owned fixed assets 495 512 478
Other operating expenses 897 1,496 614
Operating expenses 4,141 4,614 4,022
Cost-to-income ratio 32.30% 37.08% 28.66%

The Group continued to streamline its costs in the first half of 2009 by implementing a number of cost containment measures in view

of the uncertain economic environment. As a result, core operating expenses were well contained.

Total operating expenses were up HK$119 million, or 3.0%, year-on-year to HK$4,141 million, which was largely attributable to
expenses* mainly relating to the Lehman Brothers Mini-bonds issue (“Mini-bonds issue”) totalling HK$222 million. Cost-to-income
ratio rose by 3.64 percentage points year-on-year to 32.30%. Should these expenses* be excluded, the Group’s operating expenses
would have been reduced by HK$103 million or 2.6% year-on-year while the cost-to-income ratio would have risen by merely 1.91

percentage point to 30.57%.

Staff costs dropped by HK$221 million, or 9.1%, primarily due to the reduction in performance-related remuneration, which was
partially offset by the increase in salaries after the pay rise in April 2008. Compared to end-June 2008, headcount measured by
full-time equivalents fell by 3.0% to 13,002 at end-June 2009.

Premises and equipment expenses increased by HK$40 million or 8.2% mainly because of higher rental costs.

Other operating expenses were up HK$283 million, or 46.1%, primarily due to the expenses* mainly related to the Mini-bonds issue.

Compared to the second half of 2008, total operating expenses fell by HK$473 million, or 10.3%, largely due to the decline in
expenses* mainly related to the Mini-bonds issue which amounted to HK$222 million and HK$769 million in the first half of 2009 and
the second half of 2008 respectively. In addition, a non-recurring reversal of performance-related expense was made in the second
half of 2008. Should these expenses* be excluded and the reversal be adjusted, core operating expenses would have recorded a

decrease due to lower IT and promotional expenses.

* including the related legal expenses
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Management’s Discussion and Analysis (continued)

Net Reversal / (Charge)of Loan Impairment Allowances

Half-year ended

Half-year ended

Half-year ended

30 June 31 December 30 June
HK$'m 2009 2008 2008
Net Reversal / (Charge)of loan impairment allowances
Individual assessment
- new allowances (163) (671) (142)
- releases 87 21 62
- recoveries 142 535 187
Collective assessment
- new allowances (198) (492) (199)
- releases 174 3 7
- recoveries 18 14 14
Net credit / (charge) to Income Statement 60 (590) (71)

In the first half of 2009, the Group recorded a net reversal of loan impairment allowances of HK$60 million. Compared to a net charge

of HK$71 million in the first half of 2008, the net reversal was mainly due to the increase in release of allowances from collective

assessment. The release of allowances from collective assessment of HK$174 million was primarily due to the improvement in asset

quality of loans and advances under the Group’s stringent risk management and the stabilizing economic environment since the

second quarter of 2009.

Compared to the second half of last year, the new allowances from both individual and collective assessment reduced. The decrease

in new allowances from individual assessment was primarily due to the impairment of loans that occurred mainly in the second half of

2008 when the global financial crisis intensified. Net impairment charge from collective assessment dropped as the overall asset

quality of loans and advances improved in the first half of 2009 relative to the deterioration in the second half of last year. These

positive effects were partially offset by the lower recoveries made.

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 2009 2008 2008
Held-to-maturity securities (439) (3,099) (962)
Available-for-sale securities (729) (3,922) (1,187)
Net charge of impairment allowances on securities investments (1,168) (7,021) (2,149)

The stabilisation of the capital markets in the second quarter of 2009 had a favourable impact on the Group’s securities investments

and hence the related provisions. The Group’s total net charge of impairment allowances on securities investments decreased

significantly by HK$981 million, or 45.6%, year-on-year to HK$1,168 million. The table below illustrates the breakdown of the Group’s

net charge of impairment allowances against its investments in securities in the first half of 2009.
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Management’s Discussion and Analysis (continued)

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

30 June 31 December 30 June

HK$'m 2009 2008 2008
US non-agency residential mortgage-backed securities

Subprime (23) 102 420

Alt-A (173) (1,079) (655)

Prime (1,016) (5,127) (1,914)

(1,212) (6,104) (2,149)

Other debt securities 44 (917) -
Total net (charge)/reversal of impairment allowances on

securities investments (1,168) (7,021) (2,149)

For details about the composition of the Group’s investment securities portfolio, please refer to Note 19 to the Interim Financial
Information.

Compared to the second half of 2008, the net charge of impairment allowances declined significantly by HK$5,853 million or 83.4%.
Excluding Mini-bonds, the carrying value of the Group’s exposure to bonds issued by Lehman Brothers (comprising solely senior
unsecured bonds) as at 30 June 2009 was HK$53 million with the accumulative impairment allowances of HK$323 million. This
carrying value represented an increase of HK$18 million, or 51.4%, from the end of last year, mainly caused by a net reversal of

impairment allowances due to changes in market value of the aforesaid bonds.

Property Revaluation

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

HK$’m 30 June 31 December 30 June
2009 2008 2008
Net gain / (loss) on revaluation of premises 5 (19) 6

Net gain / (loss) on fair value adjustments on investment

properties 527 (833) 701
Deferred tax (82) 146 (53)
Net gain / (loss) on fair value adjustments on investment properties,
after tax 445 (687) 648

The aggregate impact of property revaluation before tax on the income statement for the first half of 2009 was HK$532 million, which
comprised a net gain of HK$527 million from the revaluation of investment properties and a net gain of HK$5 million from the
revaluation of premises. The related deferred tax charge on revaluation of investment properties amounted to HK$82 million. As a
result, the net impact of fair value adjustments on investment properties after tax for the first half of 2009 was HK$445 million. The

net gain on property revaluation was in line with the increase in property prices in the first half of 2009.

Compared to a net loss of HK$687 million from revaluation of investment properties after tax recorded by the Group in the second

half of 2008, the Group recorded a net gain from revaluation of investment properties in the first half of 2009.

29



@ ¥ 5 4L £r(mm)amAT

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 2009 2008
Cash and balances with banks and other financial institutions 113,032 153,268
Placements with banks and other financial institutions maturing between one and
twelve months 111,655 89,718
Hong Kong SAR Government certificates of indebtedness 36,570 34,200
Securities investments' 298,400 305,757
Advances and other accounts 486,080 470,220
Fixed assets and investment properties 32,080 30,515
Other assets 2 37,769 34,318
Total assets 1,115,586 1,117,996
Hong Kong SAR currency notes in circulation 36,570 34,200
Deposits and balances of banks and other financial institutions 77,116 88,779
Deposits from customers 823,855 805,866
Debt securities in issue at amortised cost * 136 1,042
Other accounts and provisions* 62,030 79,290
Subordinated liabilities® 26,604 26,604
Total liabilities 1,026,311 1,035,781
Minority interests 1,391 1,458
Capital and reserves attributable to the equity holders of the Bank 87,884 80,757
Total liabilities and equity 1,115,586 1,117,996
Loan-to-deposit ratio 57.55% 56.60%

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

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

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

4 Financial liabilities at fair value through profit or loss, derivative financial liabilities, current tax liabilities and deferred tax liabilities are included in other accounts and
provisions.

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

The Group’s total assets were HK$1,115,586 million as at 30 June 2009, down HK$2,410 million or 0.2% from the end of 2008. Key

changes include:

- Cash and balances with banks and other financial institutions decreased by HK$40,236 million or 26.3% as funds were
redeployed to grow advances to customers and placements with banks and other financial institutions maturing between one

and twelve months.

- Placements with banks and other financial institutions maturing between one and twelve months increased by HK$21,937
million or 24.5%. During the period, the Group lengthened the maturity of its interbank placements for higher return.

- Advances and other accounts increased by HK$15,860 million, or 3.4%, primarily due to the growth of advances to customers
by HK$15,114 million, or 3.3%.

- Securities investments decreased by HK$7,357 million, or 2.4%. The Group redeployed its residual funds by expanding its

investments in debt securities of government-related and government-guaranteed securities. As of 30 June 2009, the carrying

value of the Group’s total exposure to US non-agency RMBS dropped to HK$14.9 billion from HK$19.3 billion as of end-2008.
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Advances to Customers

At 30 June At 31 December
HK$’'m, except percentage amounts 2009 % 2008 %
Loans for use in Hong Kong 361,996 76.0 337,324 73.2
Industrial, commercial and financial 214,151 45.0 189,539 411
Individuals 147,845 31.0 147,785 32.1
Trade finance 25,052 5.3 24,555 5.3
Loans for use outside Hong Kong 89,240 18.7 99,295 21.5
Total advances to customers 476,288 100.0 461,174 100.0

Notwithstanding a general decline in loan balance in the Hong Kong market in the first half of 2009, the Group’s total advances to

customers grew by HK$15,114 million, or 3.3% to HK$476,288 million. The increase was primarily driven by the growth in corporate

loans and trade finance. This was attributable to the successful implementation of the Group’s business strategies, effective

marketing as well as the Bank’s role as the “Asia-Pacific Syndicated Loan Centre” of the BOC Group.

Loans for use in Hong Kong grew by 7.3%.

. Lending to the industrial, commercial and financial sectors increased by HK$24,612 million, or 13.0%, to HK$214,151million,

covering a wide range of industries.

- Residential mortgage loans (excluding those under the Government-sponsored Home Ownership Scheme) was up HK$1,864

million, or 1.6%, to HK$118,167 million.
- Card advances declined slightly by HK$61 million, or 0.9%, to HK$6,492 million.

- Other individual lending decreased by HK$1,054 million, or 9.2%, to HK$10,398 million mainly due to early repayment by

certain large accounts.

Trade finance rose by HK$497 million or 2.0% from end-2008 despite the decline in Hong Kong’s merchandised trade in the first half

of 2009. Meanwhile, loans for use outside Hong Kong decreased by HK$10,055 million or 10.1%, due mainly to the early repayment

by a number of large accounts and the slowdown in the Group’s Mainland operation’s loan business.

Deposits from Customers*

At 30 June At 31 December

HK$’'m, except percentage amounts 2009 % 2008 %
Demand deposits and current accounts 59,625 7.2 46,121 5.7
Savings deposits 451,499 54.5 377,633 46.3
Time, call and notice deposits 312,731 37.8 382,112 46.9

823,855 99.5 805,866 98.9
Structured deposits 3,767 0.5 8,939 1.1
Deposits from customers 827,622 100.0 814,805 100.0

* including structured deposits
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Deposits from customers increased by HK$12,817 million, or 1.6%, to HK$827,622 million, with an improved deposit mix. Demand
deposits and current accounts rose by HK$13,504 million, or 29.3%. Savings deposits increased by HK$73,866 million, or 19.6%.
Time, call and notice deposits were down HK$69,381 million, or 18.2% as customers continued to seek liquidity under the low
interest rate environment and switched their funds to more liquid savings deposits. Structured deposits, a hybrid of retail deposits and
derivatives offering a higher nominal interest rate, decreased by HK$5,172 million, or 57.9% amid the adverse market sentiments.

The Group’s loan-to-deposit ratio was up 0.95 percentage point to 57.55% at the end of June 2009 as total loan growth outpaced

deposits growth.

Loan Quality
At 30 June At 31 December
HK$’'m, except percentage amounts 2009 2008|
Advances to customers 476,288 461,174
Classified or impaired loan ratio’ 0.37% 0.46%
Impairment allowances 2,020 2,301
Regulatory reserve for general banking risks 4,618 4,503
Total allowances and regulatory reserve 6,638 6,804
Total allowances as a percentage of advances to customers 0.42% 0.50%)
Total allowances and regulatory reserve as a percentage of advances to customers 1.39% 1.48%)
Impairment allowances on classified or impaired loan ratio® 38.05% 38.96%)
Residential mortgage loans® - delinquency and rescheduled loan ratio® 0.07% 0.05%
Card advances - delinquency ratio*® 0.35% 0.29%
Half-year ended Half-year ended
30 June 2009 30 June 2008
Card advances - charge-off ratio® 3.14% 2.14%

1 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.

2 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.

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

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

5 Excluding Great Wall cards and computed according to the HKMA’s definition.

The Group’s loan quality continued to improve with the classified or impaired loan ratio falling to 0.37% from 0.46% as at end 2008.
Classified or impaired loans decreased by approximately HK$364 million, or 17.0%, to HK$1,774 million mainly due to write-offs and

collections. New classified loans remained at a low level, representing approximately 0.1% of total loans outstanding.
Total impairment allowances, including both individual assessment and collective assessment, amounted to HK$2,020 million.

Impairment allowances on classified or impaired loan ratio were 38.05%. The Group’s regulatory reserve rose by HK$115 million to

HK$4,618 million as advances to customers increased.
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The quality of the Group’s residential mortgage loans remained sound with the combined delinquency and rescheduled loan ratio
rising slightly by 0.02 percentage point to 0.07% at the end of June 2009. The quality of card advances remained good with the
charge-off ratio of 3.14% in the first half of 2009.

Capital and Liquidity Ratios

At 30 June At 31 December
HK$’'m, except percentage amounts 2009 2008
Core capital 70,905 65,172
Deductions (3,664) (1,536)
Core capital after deductions 67,241 63,636
Supplementary capital 32,710 32,675
Deductions (3,664) (1,536)
Supplementary capital after deductions 29,046 31,139
Total capital base after deductions 96,287 94,775
Risk-weighted assets
Credit risk 555,584 545,107
Market risk 10,873 9,097
Operational risk 45,676 44,144
Deductions (14,080) (12,273)
Total risk-weighted assets 598,053 586,075
Capital adequacy ratios
Core capital ratio 11.24% 10.86%
Capital adequacy ratio 16.10% 16.17%
Half-year ended Half-year ended
30 June 2009 30 June 2008
Average liquidity ratio 39.70% 42.47%

The Group adopted the Standardised Approach in calculating capital adequacy ratios, in accordance with the Banking (Capital)

Rules effective from 1 January 2007.

Consolidated capital adequacy ratio at 30 June 2009 was 16.10%, down 0.07 percentage point from end-2008. Total capital base
rose by 1.6% to HK$96,287 million following the increase in retained earnings and decrease in the deficit value of reserve for fair
value changes of available-for-sale securities. Risk-weighted assets increased by 2.0% to HK$598,053 million, mainly driven by

growth in interbank placements and advances to customers.

The average liquidity ratio in the first half of 2009 was 39.70%, 2.77 percentage points lower than that in the corresponding period of
2008. To cope with the changing business environment, BOCHK adjusted its asset structure. Because of the uncertainty in the
global credit market since end of 2008, BOCHK increased holdings in high liquid government papers. Along with the liquidity injection
into financial markets by central governments, global interest rates approached record low levels. On the back of the increment of
high liquid assets, BOCHK extended the duration of interbank placement and therefore resulting in a slight decrease in average

liquidity ratio.
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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

Half-year ended Half-year ended Increase/

30 June 30 June
HK$'m, except percentage amounts 2009 2008 (decrease)
Net interest income 2,849 3,330 -14.4%
Other operating income 2,218 2,532 -12.4%
Operating income 5,067 5,862 -13.6%
Operating expenses (2,771) (2,879) -3.8%
Operating profit before impairment allowances 2,296 2,983 -23.0%)
Net charge of loan impairment allowances (74) (14) +428.6%
Others (6) (4) +50.0%
Profit before taxation 2,216 2,965 -25.3%
At 30 June At 31 December Increase
2009 2008 (decrease)
Segment assets 169,513 165,148 +2.6%
Segment liabilities 558,739 523,682 +6.7%

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

Results

Personal Banking recorded a profit before taxation of HK$2,216 million in the first half of 2009. Operating profit before impairment

allowances declined by 23.0% to HK$2,296 million mainly due to the fall in both net interest income and other operating income.

Net interest income decreased by 14.4% primarily due to narrower deposits spread amidst the low interest rate environment. Other
operating income was down by 12.4% because of the decline in fee income from the distribution of funds and bonds coupled with the
decrease in net trading income from foreign exchange activities and structured products as market sentiments were weak. However,

taking advantage of the stock market's rebound in the second quarter, the Group managed to grow its income from its stock

brokerage business.

Net charge of loan impairment allowances rose to HK$74 million, mainly due to increased credit card receivables compared to the

same period last year and the deterioration of cardholders’ debt servicing capability in the economic downturn.

Advances and other accounts, including mortgage loans and card advances, increased by 1.0% to HK$153,755 million. Customer

deposits rose by 6.6% to HK$533,566 million.
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Regaining growth momentum in residential mortgages in the second quarter

Seizing new business opportunities arising from the revival of the local property market in the second quarter of 2009, the Group
achieved satisfactory results in the underwriting of new mortgages through effective marketing and the introduction of a wider range
of mortgage products. In the first half of 2009, the Group launched the "Fixed-Rate Mortgage Schemes" with different tenors to
enable customers to lock in the mortgage rate during the fixed rate period, thus protecting them from any potential interest rate
fluctuations. The Group also maintained its partnership and participated in joint promotions with major property developers in most of
the prime property development projects. These initiatives helped sustain the Group’s market position in the underwriting of new
mortgages. By the end of June 2009, the Group’s outstanding residential mortgage loans grew by 1.6% from the end of 2008. In view
of the economic downturn, the Group continued with rigorous risk assessment and control in its mortgage business. By the end of
June 2009, the credit quality of residential mortgages remained sound with the delinquency and rescheduled loan ratio standing at a

low level of 0.07%.

Growing stock brokerage and maintaining competitive edge in insurance

The investment market remained challenging in the first quarter of 2009 because of the volatility of the financial markets and the
global economic downturn. In the second quarter, the situation became more stable and the rebound of the local stock market helped
drive the growth of the Group’s stock broking income. Given its strong distribution network and trading platform, the Group was able
to capture new business opportunities from the more active stock market and attained strong business growth. The Group refined
and promoted its “Monthly Stocks Savings Plan” for targeted customers by offering handling fee rebates for newly set up stock saving
plans. In June 2009, the Group launched promotions on its securities margin trading service by offering commission discount and
special lending rate. Meanwhile, the online share margin function has been enhanced to make it more convenient for customers to
transfer and withdraw share margin deposits via e-banking. As a result, the volume of the Group’s stock broking business registered

a year-on-year increase of 7.9%. Its market share also rose to a record high in recent years.

Regarding its Bancassurance business, the Group continued with a customer-oriented approach by expanding its product range and
tailoring new products for customers. The Group launched a new medical protection product “BOC Medical Comprehensive
Protection Plan (Series 1)” which covers customers’ entire family with a wide range of coverage, including hospitalisation, dental care,
out-patient service, maternity and critical illnesses. In addition, the Group also promoted its brand image and market awareness
through a series of marketing campaigns with the help of various attractive incentives. Meanwhile, the Group continued to provide its

staff with extensive training aimed at reinforcing product proficiency, sales professionalism and market intelligence.

Enhancing relationship with high net worth customers

The Group strives to maintain long-term customer relationship with its wealth management customers. During the period, the Group
introduced the “New Customer Engagement Programme” to acquire new wealth management customers and strengthen customer
relationship. In addition, the Group developed an “Anti-attrition Model” for customer retention. The Group also collaborated with BOC
in expanding the cross-border wealth management service. To raise the overall efficiency, the Group enhanced the operating
procedure of the “Cross Border Attestation Service” with BOC branches in 17 Mainland cities. At the end of June 2009, the total
number of wealth management customers* and their assets maintained with the Group grew by 3.5% and 15.7% respectively versus
end-2008.

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

Despite the global financial crisis and the outburst of Influenza A (H1N1) that might have affected consumer spending, the Group’s
card business maintained satisfactory growth in the first half of 2009. The number of cards issued grew by 10.1% from the end of
2008. Cardholder spending volume registered an increase of 1.4%. Merchant acquiring volume grew by 5.8% due mainly to the
increase in the acquiring business of China UnionPay (“CUP”). Meanwhile, the launch of “BOC CUP Dual Currency Credit Card” in
December 2008 received overwhelming response from customers with the number of cards issued surging beyond 200,000 at the
end of June 2009. At the same time, the Group continued to extend appealing merchant offer programmes to customers through its
comprehensive merchant network throughout Hong Kong, Macau and the Mainland. In May 2009, the Group introduced the
“CUP-Secure Internet Payment Service” to allow merchants to offer secure internet payment services to their customers particularly
in the Mainland. At the end of June 2009, the Group’s loan quality of card advances remained sound with the annualised charge-off

ratio standing at 3.14%.

The Group’s success in developing its credit card business was widely recognised in the industry, as evidenced by an array of 28

awards received from VISA International, MasterCard and China UnionPay.

Growing and maintaining market leadership in RMB banking business in Hong Kong

The Group remained the market leader in RMB banking business in Hong Kong. During the period, the Group focused on the RMB
integrated services, “RMB Remittance Express” and “RMB Exchange Express” and launched promotional offers to boost its market
share of RMB deposits with good results. The Group also secured its leading position in the RMB card issuing business. The number
of RMB credit cards issued increased strongly by 96.4% from end-2008 while RMB cardholder spending volume registered an
equally strong growth of 90.8% year-on-year. With the RMB clearing services for trade settlement in Hong Kong officially launched
on 6 July 2009, the Group conducted the first RMB trade settlement transaction in Hong Kong through the clearing channel for one of
its corporate clients on the same day (For details, please refer to the section on the Group’s trade finance business discussed under

Corporate Banking on page 38).

Channel rationalisation and e-channel development

The Group continued to rationalise its distribution channels. In response to the changing economic environment and new business
opportunities, the Group revamped its branch network to meet the needs of different customer segments. At the end of June 2009,
the Group’s service network in Hong Kong comprised of 280 branches, 104 Wealth Management Prime centres and 21 Wealth

Management VIP centres.

To encourage the customers to use automated banking facilities, the Group continuously enhanced its service network by installing
new ATMs, cheque deposit machines and cash deposit machines. It also launched the payment collection feature of its cheque

deposit machines.

The Group successfully seized business opportunities from the revival of the local stock market by expanding the capacity of
automated stock trading telephone lines and enhancing its online stock margin trading function. At the same time, the Group
launched the new online application for credit card and insurance services and extended online trading hours of certain businesses,
providing customers with more efficient e-banking services. The number of personal e-banking customers increased by 3.1% from
the end of last year while stock trading transactions carried out through e-channels accounting for 75.8% of total transactions in the
first half of 2009.
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CORPORATE BANKING

Half-year ended Half-year ended Increase
30 June 30 June (decrease)

HK$’'m, except percentage amounts 2009 2008
Net interest income 2,644 2,972 -11.0%
Other operating income 1,197 1,132 +5.7%
Operating income 3,841 4,104 -6.4%
Operating expenses (1,039) (1,081) -3.9%
Operating profit before impairment allowances 2,802 3,023 -7.3%
Net release/(charge) of loan impairment allowances 134 (57) +335.1%
Others (1) (3) -66.7%
Profit before taxation 2,935 2,963 -0.9%)
At 30 June At 31 December Increase
2009 2008 (decrease)
Segment assets 338,687 324,606 +4.3%
Segment liabilities 293,447 309,254 -5.1%

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

Results
Corporate Banking registered a profit before taxation of HK$2,935 million in the first half of 2009. Net interest income decreased but
was offset by the increase in net fees and commission income and a net release of loan impairment allowances. As a result, profit

before taxation declined slightly by 0.9%.

Because of narrower deposit spread resulting from the decline in market interest rates, net interest income decreased by 11.0%
despite the increase in average loans and advances and the improvement in the average pricing of new corporate loans. Other

operating income rose by 5.7%, primarily attributable to the growth in fee income from the lending business.

Net release of loan impairment allowances was HK$134 million in the first half of 2009, compared to the net charge of HK$57 million

in the first half of 2008. The net release reflected the improved asset quality of the segment.

Advances and other accounts increased by 4.3% to HK$337,244 million. Customer deposits fell by 5.0% to HK$290,412 million.

Solid expansion of corporate lending business

Notwithstanding weak loan demand in the market in general, the Group managed to attain solid growth in its corporate lending
business. At the end of June 2009, the outstanding balance of the Group’s corporate loan portfolio rose by 4.5% over end-2008.
Meanwhile, the Group remained the top mandated arranger in the Hong Kong-Macau syndicated loan market. The Group, in its
position as the BOC Group’s “Asia-Pacific Syndicated Loan Centre”, further expanded its loan syndication business in the region.
During the first half of 2009, the Group completed several large syndication loans, thus helping to strengthen the BOC Group’s
market position in the Asia-Pacific region. After the launch of the first phase of its “Loan Syndication Information Management
System” last year, the Group proceeded with the second phase in the first half of this year. This new system links up similar
networks of the BOC Group’s major branches in the Asia-Pacific region, thus strengthening information management and enhancing

overall operational efficiency in the region.
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Developing SME business and receiving market recognition

In support of the HKSAR Government’s initiatives to help SME businesses, the Group devoted additional resources to promoting the
“SME Loan Guarantee Scheme” and “Special Loan Guarantee Scheme”, which help enterprises secure loans from participating
banks for meeting general business needs with the Government acting as the guarantor. In May 2009, the Group launched the “BOC
Octopus Merchant Services”, providing merchants with a one-stop cash management solution for customer payment and transaction
settlement as well as comprehensive financial management services. The new services were well received, with over 500 merchants
already enrolled at the end of June 2009. In recognition of its quality services and contribution to the SME business, the Group was,
for second consecutive year, granted the “SME’s Best Partner Award 2009” by the Hong Kong Chamber of Small and Medium

Business Limited.

Achieving breakthrough in cross-border trade settlement and finance business

During the first half of 2009, the Group introduced a series of cross-border trade finance products and enhanced collaboration with its
parent, BOC, while continuing to streamline the credit approval process and improve the credit utilisation rate via the “Trade Facilities
Reform Programme” launched in 2008. Following a contraction in the first quarter, the volume of trade bills settlement and trade
finance rebounded visibly as the economic environment became more stable in the second quarter. The Group also made good
progress in the area of cross-border trade settlement. Following the initiation of the “Administrative Rules on Pilot Programme of
Renminbi Settlement of Cross-Border Trade Transactions”, the Group, being the sole RMB clearing bank in Hong Kong, signed the
“Clearing Agreement in Relation to Renminbi Business” with the People’s Bank of China (“PBOC”) on 4 July 2009. These new RMB
clearing services not only became a favourable platform for the use of RMB outside the Mainland in an orderly manner, but also
broadened the scope of RMB services in Hong Kong. On 6 July 2009, the Group pioneered the first RMB trade settlement
transaction in Hong Kong through the clearing channel for one of its corporate clients. By leveraging its expertise in trade services
and trade finance for businesses in the Mainland and Hong Kong, the Group has established itself as a pioneer in the provision of
RMB-denominated trade and finance services. On top of these, the Group has enhanced its “RMB Merchant Link” service to provide
a one-stop solution for its corporate customers, facilitating their cash management while helping them hedge against exchange rate

risk arising from cross-border trade.

Making good progress in cash management

The Group made good progress in developing its cash management business. Following its designation in March 2009 as the USD
settlement bank in Hong Kong for the Real Time Gross Settlement System linkage between Hong Kong and the Mainland, the Group
has been actively marketing this new service and BOC Remittance Plus to customers. In June 2009, the Group launched a new
express collection service for its clients to collect funds from their customers who hold deposit accounts with the Group. This
service not only enhances the Group’s competitive edge by capturing higher transaction volume but also encourages its clients to
use their accounts at the Group as their major operating accounts. At the end of June 2009, the remittance points of BOC
Remittance Plus were over 2,900 while the number of CBS Online customers and BOC Wealth Master customers increased by
23.0% and 2.5% respectively.

Strengthening fundamentals in custody services for market recovery
To prepare for the recovery of both the IPO and QDII markets, the Group further strengthened its customer relationship and product
fundamentals. Meanwhile, the Group continued to work closely with BOC to explore new business opportunities. At the end of

June 2009, total assets under the Group’s custody were valued at HK$291 billion, representing an increase of 45.5% from end-2008.

Closer business collaboration with Bank of China
The Group continued to work closely with its parent, BOC, in business development. With the latter’s support, the Group began to
implement the pilot scheme of “Global Relationship Manager” in April. This scheme, which will be implemented in phases, enables

the Group to consolidate global credit facilities and enhance overall service capability for serving its high-end corporate customers.
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Implementation of proactive measures in risk management

As the business environment basically remained uncertain in the first half of 2009, the Group continued to focus on safeguarding its
asset quality by closely monitoring its corporate customers from various business segments, especially those more severely affected
by the global economic downturn. Market information was shared among the three banks of the Group to strengthen overall
warning and monitoring capabilities. The Group also stepped up its management of credit risks before and after credit approval.

All these initiatives facilitated the Group’s formulation of risk mitigation measures at an early stage.
MAINLAND BUSINESS

Expanding service scope and network in the Mainland

The Group continued to expand its cross-border financial services to better serve both personal and corporate customers. With the
opening of NCB (China)’s Shanghai Xuhui Sub-branch in January; Beijing Jianguomen Sub-branch in May; Chengdu Branch in June
together with the opening of Xiamen Jimen Sub-branch of Chiyu Banking Corporation Limited in March, the Group’s total number of
branches and sub-branches in the Mainland increased to 22 by the end of June 2009. Of these, twelve had been approved to
conduct the full range of RMB businesses, nine had been permitted to conduct RMB businesses to non-Mainland residents and the
remaining one to operate foreign exchange businesses only. The Group has established strategic alliances with a few insurance
companies for the purpose of cross-selling various general and life insurance products to the customers. At the same time, the
Group launched a range of deposits products such as “club deposits”, “premium product” and “non-standardised fixed deposits”. The
Group also promoted diversified mortgage products, such as “All-You-Want Mortgage Scheme”. Having obtained the approval of the
China Banking Regulatory Commission (“CBRC”) on 4 May 2009, Mainland branches and sub-branches of BOCHK were permitted
to restructure into NCB (China). BOCHK'’s Shanghai Branch was restructured and renamed as Nanyang Commercial Bank, Limited’s
Shanghai Branch for conducting foreign currency wholesale banking business. After preparing for the above mentioned restructuring,
which became effective on 1 August 2009, the related branches commenced business in their new status on 3 August 2009. This
restructuring not only enables the Group to fully explore the potential of its Mainland business and capitalise on the Group’s unique

strengths, but also signifies a major move by NCB (China) to expand its business network.

In terms of business performance, customer deposits grew by 6.3%, of which RMB deposits increased by 10.5% during the first half
of 2009. Total advances to customers fell by 9.9%, and RMB loans dropped by 13.5%, due to early repayment by a number of large
accounts. Loan quality remained good, with the classified loan ratio at 0.48%, down 0.40 percentage point from 0.88% at end of
2008.
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TREASURY

Half-year ended Half-year ended Increasel
30 June 30 June

HK$'m, except percentage amounts 2009 2008 (decrease)
Net interest income 2,914 3,456 -15.7%
Other operating income 832 933 -10.8%
Operating income 3,746 4,389 -14.7%
Operating expenses (394) (431) -8.6%)
Operating profit before impairment allowances 3,352 3,958 -15.3%,
Net charge of impairment allowances on securities investments (1,168) (2,149) -45.6%|
Profit before taxation 2,184 1,809 +20.7%
At 30 June At 31 December Increase
2009 2008 (decrease)
Segment assets 581,630 603,965 -3.7%
Segment liabilities 169,588 203,481 -16.7%

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

Results
In the first half of 2009, the Treasury segment’s profit before taxation rose by 20.7% to HK$2,184 million. The increase was mainly
driven by the decrease in net charge of impairment allowances on securities investments. Operating profit before impairment

allowances decreased by 15.3% to HK$3,352 million mainly due to the fall in net interest income.

Net interest income fell by 15.7% mainly due to the decline in contribution of net free funds under the low interest rate environment

and the higher funding cost of subordinated loans.

Other operating income dropped by 10.8% due to the decline in income from equity-linked instruments and net gain on investment

securities.

Maintaining a stable return on residual funds by active asset and liability management

In the beginning of the year, the global financial markets remained gloomy with large and major banks recording substantial losses
that caused general concern on banks’ overall capital adequacies and consequently the stability of the entire financial system.
Meanwhile, the global governments responded swiftly and adopted a wide range of fiscal and monetary measures. This had some
stabilizing effect on the global financial market since the second quarter of the year by subduing market volatility and narrowing credit
spread. The Group took advantage of the steepening yield curve by expanding its investments in high-quality fixed rate debt
securities of government-related and government-guaranteed securities and extended the maturity of interbank placements, leading

to a stable return amid the low interest rates environment.

In view of the uncertain market environment and economic outlook, the Group continued to implement prudent asset and liability
management and proactive strategies in managing its banking book investments. The Group aimed to reduce the overall credit risk
of its investment portfolio through natural runoff and selective disposal of higher risk securities. The carrying value of the Group’s
exposure to US non-agency RMBS dropped by HK$4.4 billion, or 23.1% from end-2008 to HK$14.9 billion at end-June 2009. The
reduction in exposure was mainly attributable to disposal and consistent repayment. Of the Group’s total exposure to US
non-agency RMBS, about 44.7% was originated* prior to 2006, 49.4% in 2006 and 5.9% in 2007 (Further analysis of the Group’s US

non-agency RMBS is available in Note 3.1 to the Interim Financial Information).

* The vintage analysis of US non-agency RMBS was based on their year of first issue.
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Growing traditional businesses while tightening internal controls
The currency and precious metal markets remained volatile in the first half of 2009. While investors’ confidence was still in the

process of recovery, the Group grasped the opportunity to promote its traditional products related to foreign exchange and precious
metals. The Group also focused on providing its corporate customers with hedging products linked to foreign exchange and interest
rate as interest rates remained low. During the period, the Group thoroughly reviewed and updated the relevant internal regulations,
selling process and risk disclosure policies for structured treasury products to better safeguard investors’ interests. The Treasury
Product Committee (“the Committee”), which was set up at the end of 2008, started its operation this year. The Committee is
responsible for overseeing and strengthening the management of all treasury products offered by the Group. During the first half of
2009, a series of business strategies and product management guidelines have been discussed and approved by the Committee so

that the Group’s business development will be in line with the latest supervisory requirements and best market practices.

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 credit risk, interest rate risk,
market risk, liquidity risk, operational risk, reputation risk, legal and compliance risk, and strategic 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 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 (“CRQ”) 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.
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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.

Credit Risk Management

Credit risk is the risk that a customer or counterparty will be unable to or unwilling to meet its obligations under a contract. It arises
principally from the lending, trade finance and treasury businesses, and covers inter-bank transactions as well as investments in
bonds and securities. The Chief Credit Officer reports directly to the CRO and is responsible for the management of credit risk and
for the formulation of all credit policies and procedures. The Chief Analytics Officer who reports directly to the CRO is responsible
for the development and maintenance of internal rating models and rating criteria. 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 generally required to be independently reviewed and objectively assessed by risk management
units. For retail exposures, a credit scoring system is used to process retail credit transactions. 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 a Deputy Chief Executive 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 those for 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 not only the mark-to-market (MTM) price of
the issue and its external credit rating, but also other factors including the FICO score, vintage, collateral location, adjustable rate
mortgage (“ARM”) status, delinquencies, level of collateral protection, loan to value ratio and prepayment speed of the underlying
assets. 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
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> Yield curve risk - non-parallel shifts in the yield curve, e.g. steepening or flattening of the yield curve 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 (“ALCQO”) 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.
Asset and Liability Management Department (“ALMD”) manages the interest rate risk according to the established policies and the

results are reported to ALCO regularly. RMD reviews the policies, guidelines and limits proposed by the ALMD.

Gap analysis is one of the tools used to measure the Group’s exposure to repricing risk. As the risk is complicated by having
optionality embedded in certain products, behavioural assumptions are made to reflect more accurately the interest rate risk
exposures. The key assumption in gap analysis includes the replacement of contractual maturity of fixed rate mortgage-backed (US
prime and Alt-A) securities by behavioural maturity. 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.

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.

Before launching a new product or business, the relevant departments are required to go through a risk assessment process, which
includes assessment of underlying interest rate risk and consideration of the adequacy of current risk management mechanism. Any
material impact on interest rate risk noted during the risk assessment process will be reported to both the Chief Financial Officer and

Chief Risk Officer.

Market Risk Management

Market risk is the risk of loss that results from movements in market rates and prices. The Group’s market risk in the trading book
arises from customer-related business and proprietary trading. Trading positions are subject to daily mark-to-market valuation. The
risk includes potential losses arising from changes in foreign exchange and interest rates as well as the prices of equities and

commodities.
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The major market risk in the banking book arises from the Group’s bond investment portfolio. The risk includes potential losses
arising from changes in market parameters such as credit, liquidity, and interest rate risk. These positions are subject to monthly

mark-to-market valuation.

Market risk management framework

Trading book 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,
commodities and equities. Transactions are classified into different risk product categories according to the prominent type of risk

inherent in the transactions.

Market risk arising from the banking book is managed within various risk limits such as P/L Management Alert Limit (P/L MAL) and
P/L Management Alert Trigger (P/L MAT) which are approved by ALCO. The mark-to-market result is reported to ALCO on a

monthly basis.

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 overseeing 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 done by restricting individual operations to trade only a list of permissible instruments
authorised by senior management and within various market risk limits approved by the RC. The individual operations are also
required to enforce rigorous new product approval procedures to ensure that all risks that arise are thoroughly identified, properly

measured and adequately controlled.

The Group also uses the 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. BOCHK, being the banking entity within the Group
with the major trading positions, which are mainly foreign currency positions in major currencies, uses the VAR technique to monitor

and control market risk on a daily basis.

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;
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- 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. The 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 1987 Equity Market Crash, 1994 Bond Market Crash, 1997 Asian Financial
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.

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 with reasonable costs.

Liquidity management is carried out both at the Group and subsidiary level. Local bank and subsidiaries are required to maintain a
strong daily liquidity position and a healthy cash flow aligning the risk-taking incentives with the liquidity exposures and to make sure
all funding obligations are met when due. Subsidiaries are required to report its liquidity position to BOCHK on a frequent and regular
basis. During the period under review, the Group has conducted more stress testing under different stress conditions to ensure risks

were managed within the Group’s tolerance level.

The risk measurement and monitoring process is set under the requirement and guidelines issued by the regulatory authorities and
is stated in the policies and procedures endorsed by RC and ALCO. 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. ALCO is responsible for establishing these policy directives (including the liquidity contingency plan), and RC
sanctions the liquidity management policies. ALMD manages the liquidity risk according to the established policies and reports to
ALCO regularly. RMD reviews the policies, guidelines and limits proposed by ALMD. Liquidity risk measurements include cash flow
analysis (under normal and stress conditions respectively), deposits maturity structure, concentration risk, mismatch ratios,

loan-to-deposit ratio and liquidity profile of the investment portfolio.

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.

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 risk is inherent in every aspect of business operations and confronted by the Bank in its day to day operational activities.
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. Corporate-level policy and procedure on operational risk management are formulated by RMD and approved by RC.
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The Group has adopted the “Three Lines of Defence” model for its operational risk management framework: individual business
units are the first line of defence, 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. RMD together with certain operational risk related
functions within the Bank are the second line of defence. In addition to formulating the operational risk management policy and
procedure, RMD is also responsible for developing and introducing operational risk management tools, monitoring the performance
and result of operational risk management in various units, assessing operational risk profile, recording operational risk data and
reporting operational risk events to RC and senior management in order to assist the overall management of operational risk of the
Group. Certain functional departments including the Human Resources Department, Informational Technology Department, Legal
& Compliance Department, Corporate Services Department, Financial Management Department and General Accounting &
Accounting Policy Department, are required to carry out the corporate-level operational risk management for the risk areas that are
under their functional responsibilities and to provide other units with professional advice / training in respect of certain operational
risk categories. The Audit Department is the third line of defence, responsible for conducting independent audit of the operational

risk management activities regarding their compliance and effectiveness.

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 an 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 and duly followed its Reputation Risk Management Policy. The policy
aims to prevent and manage reputation risk proactively at an early stage when an incident occurs. The system entails continuous

monitoring of external reputation risk incidents and published failures of risk incidents in the financial industry.

The Lehman Brothers Minibonds incident has had an adverse impact on the Group’s reputation as there have been alleged cases of

mis-selling. The Group is handling customer complaints cautiously so as to minimise the reputation risk.

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 failure to comply with all applicable laws and regulations. Legal and compliance risks

are managed by the Legal and Compliance Department headed by a General Manager who reports to the Chief Risk Officer.

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.
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The Group will regularly review its business strategies to cope with the latest market situation and developments.

Capital Management

The major objective of capital management is to maximise shareholders’ total 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 position.

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 | is 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 by various risk management units and ALCO monitors the results against
limits approved by RC. The Financial Management Department reports the combined stress test results to the Board and RC

regularly.
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Condensed Consolidated Income Statement

Interest income
Interest expense

Net interest income

Fees and commission income
Fees and commission expenses

Net fees and commission income

Net trading income

Net gain/(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 of impairment allowances

Net operating income
Operating expenses

Operating profit

Net gain from disposal of/fair 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
Taxation

Profit for the period

Profit attributable to:
Equity holders of the Bank
Minority interests

Dividends

CRE®E) CREHZ)

(Unaudited) (Unaudited)

FIEEGHE PR

2009 £ 2008 4

6 J30H 6 7130 H

Half-year ended Half-year ended

iR 30 June 30 June

Notes 2009 2008

BHEAT ERTNEY bW

HK$’'m HK$'m

11,422 17,580

(3,055) (8,116)

4 8,367 9,464

3,992 4,008

(918) (941)

5 3,074 3,067

6 889 1,237

180 (92)

7 67 128

8 243 231

12,820 14,035

9 (1,115) (2,227)

11,705 11,808

10 (4,141) (4,022)

7,564 7,786

11 525 710
12 -
1

8,090 8,510

13 (1,368) (1,332)

6,722 7,178

6,613 7,033

109 145

6,722 7,178

14 3,469 3,960

The notes on pages 55 to 162 are an integral part of this interim financial information.
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Condensed Consolidated Statement of Comprehensive

Income
(REHK) (REHIZ)
(Unaudited) (Unaudited)
FEGHE LRGSR
2009 & 2008 4
6 5300 6 H30H
Half-year ended Half-year ended
B 30 June 30 June
Notes 2009 2008
BHERT whE LT
HK$’'m HK$'m
Profit for the period 6,722 7,178
Net change in fair value of available-for-sale
securities 2,698 (2,361)
Revaluation of premises 1,414 2,159
Currency translation difference (6) 199
Net deferred tax on items taken directly to
equity 27 (747) (21)
Reclassification adjustments
Release upon disposal of available-for-sale
securities (64) 17
Net impairment charges on
available-for-sale securities transferred to
profit or loss 9 729 1,187
Amortisation with respect to
available-for-sale securities transferred to
held-to-maturity securities (37) (44)
Other comprehensive income for the
period, net of tax 3,987 1,136
Total comprehensive income for the period 10,709 8,314
Total comprehensive income attributable to:
Equity holders of the Bank 10,596 8,144
Minority interests 113 170
10,709 8,314

The notes on pages 55 to 162 are an integral part of this interim financial information.
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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 liabilities

Total liabilities

50

(FBEH) (GRS
(Unaudited) (Audited)

2009 & 2008 &+
6 %] 30 [! 12 F] 31 [
i3t At 30 June At 31 December
Notes 2009 2008
= ! f),éxr’ 7" e

BT T
HK$’'m HK$'m
15 113,032 153,268
111,655 89,718
16 9,270 16,404
17 17,263 19,628
36,570 34,200
18 486,080 470,220
19 289,130 289,353
86 88
20 8,314 7,727
21 23,766 22,788
27 54 47
22 20,366 14,555
1,115,586 1,117,996
36,570 34,200
77,116 88,779
23 10,862 21,938
17 12,767 20,450
24 823,855 805,866
136 1,042
25 33,224 33,662
1,498 441
27 3,679 2,799
28 26,604 26,604
1,026,311 1,035,781




BANK OF CHINA (HONG KONG) LIMITED
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ﬁﬁgg%ﬁﬁfﬂﬁfﬁi@ Condensed Consolidated Balance Sheet (continued)

BA

JBeA
i 2%

AHRAT BRI o7 e A R i 2%

D HUB AR 2
BABH

BT K BEAS B

(REFKR) (AW
(Unaudited) (Audited)
2009 £ 2008 4F
6 A30H 12 H31H
iipes At 30 June At 31 December
Notes 2009 2008
BHEAT WM E gt
HK$’'m HK$'m
EQUITY
Share capital 29 43,043 43,043
Reserves 30 44,841 37,714
Capital and reserves attributable to the equity holders
of the Bank 87,884 80,757
Minority interests 1,391 1,458
Total equity 89,275 82,215
Total liabilities and equity 1,115,586 1,117,996

%355 43162 W2 Wi m A Ui 45 %kl 2 The notes on pages 55 to 162 are an integral part of this interim financial information.

AP -
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A BE S mRNR

12008 41 H 1 H
e

DRI i 2 e
[t d

2007 LA
2008 4FRAFH IR

T°2008 46 }330 [

F20084:7 H1H
e
DRI Gs His  etk

[t d
2008 AR

12008412 J131 H

AR TR )
IE AT

At 1 January 2008

Comprehensive income

Release upon disposal of
premises

Transfer from retained
eamings

2007 final dividend paid

2008 interim dividend
payable

At 30 June 2008

Bank and subsidiaries
Associates

At 1 July 2008

Comprehensive income

Release upon disposal of
premises

Transfer from retained
eamings

2008 interim dividend paid

At 31 December 2008

Bank and subsidiaries
Associates

Condensed Consolidated Statement of Changes in Equity

(REH D
(Unaudited)

VAR T AT IBEAR

Attributable to equity holders of the Bank

AT A
HESR AP
RH k%
Reserve for
B fair value
EAliff % changes of _ TGN
WA Premises  available-for  EREET g il 17 R B AR
Share  revaluation -sale  Regulatory  Translation Retained At Minority Total
capital reserve securities reserve” reserve earnings Total interests equity
WmE AT WmE AT WMEG  WmEAE WmEAC WwmE AT WmELE  WmEA WWmEAT
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
43,043 8,563 (605) 4,130 14 26,598 81,743 1,549 83,292
- 1,877 (920) - 198 6,989 8,144 170 8,314
- (23) - - - 23 - - -
- - - 490 - (490) - - -
- - - - - - - (107) (107)
- - - - - (3,960) (3,960) - (3,960)
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
43,043 10,417 (1,525) 4,620 212 29,160 85,927 1,612 87,539
- (2,024) (2,600) - 14 (560) (5,170) 63 (5,107)
- (80) - - - 80 - - -
- - - (17) - 17 - - -
- - - - - - - (217) (217)
43,043 8,313 (4,125) 4,503 226 28,797 80,757 1,458 82,215
43,043 8,313 (4,125) 4,503 226 28,747 80,707
- - - - - 50 50
43,043 8,313 (4,125) 4,503 226 28,797 80,757
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F20094E1 H1H
ER0E

PR r= i 2 ek
BRI AR

2008 4ECAIAIIRE
2009 4RI
200946 J130 H

AHYT LB

IR 2]

Y BRI TIHENSE 39 X IR ¢
ARIE A, 1 e SR IR 0

fﬁ%%ﬁﬂﬁ*ﬁ@{ﬁi%

At 1 January 2009

Comprehensive income

Release upon disposal of
premises

Transfer from retained
eamings

2008 final dividend paid

2009 interim dividend
payable

At 30 June 2009

Bank and subsidiaries
Associates

7 R A9 il A AR AT — XU
2 ARSI B T AT

K)o

5 55 A 162 GUZ FHE A T I 55 Bepk s

ALY o

¥ 5 46 £7 (% %) BAH

BANK OF CHINA (HONG KONG) LIMITED

Condensed Consolidated Statement of Changes in Equity

(continued)
CRE®WH)
(Unaudited)
AR TARITRE
Attributable to equity holders of the Bank
L3R
B AFE
bl
Reserve for
B fair value
Ef4f%%  changes of DEBHR
A Premises available-for BB BEREE BEEAN Wz B BH
Share revaluation sale Regulatory Transiation Retained B Minority Total
capital reserve securities reserve* reserve earnings Total interests equity
WHEHL WHEAT WHEHL WHEATL HBHAEAT WTHEATL WHAKT WHEHALT BHEAT
HK$’'m HK$'m HK$’'m HK$'m HK$'m HK$'m HK$’m HK$’m HK$’m
43,043 8,313 (4,125) 4,503 226 28,797 80,757 1,458 82,215
- 1,215 2,811 - (6) 6,576 10,596 13 10,709
- (1) - - - 1 - - -
- - - 115 - (115) - - -
- - - - - - - (180) (180)
. . . - - (3,469) (3,469) - (3,469)
43,043 9,527 (1,314) 4,618 220 31,790 87,884 1,391 89,275
43,043 9,527 (1,314) 4,618 220 31,742 87,836
- - - - - 48 48
43,043 9,527 (1,314) 4,618 220 31,790 87,884

53

The notes on pages 55 to 162 are an integral part of this interim financial information.

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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HELEEIESRER Condensed Consolidated Cash Flow Statement
(REFK) CREH )
(Unaudited) (Unaudited)
LT SAREE R
2009 £ 2008 4
6 A30H 6 H30H
Half-year ended  Half-year ended
BRE 30 June 30 June
Notes 2009 2008
WHEAT WM E TG
HK$’'m HK$'m
ZENVEZRNERE Cash flows from operating activities
MBS E e Al /WA Operating cash (outflow)/inflow before
taxation 31(a) (25,367) 43,447
AT E RSB Hong Kong profits tax paid (126) (645)
AT Overseas profits tax paid (59) (67)
SEWEZIE (FRHE) / HEAEH Net cash (outflow)/inflow from operating
activities (25,552) 42,735
HEWFZRERE Cash flows from investing activities
TIN5 4% Purchase of properties, plant and
equipment (148) (216)
DN ) s K& TR Proceeds from disposal of properties, plant
and equipment 4 1
BT P T K 0 Proceeds from disposal of investment
properties 23 98
I A ) U Dividends received from associates 3 2
FEN &2 & BB Net cash outflow from investing activities (118) (115)
BB SR E Cash flows from financing activities
SCAPABAT I AR I Dividends paid to equity holders of the Bank - (3,960)
SUAF BB AR B B Dividends paid to minority shareholders (180) (107)
JrAE ST KT Proceeds from subordinated liabilities - 8,144
ST JE A DERRR R Interest paid for subordinated loans (539) -
BN S IE (WH) / HAHER Net cash (outflow)/inflow from financing
activities (719) 4,077
Pl A RILATRH (98 / 380 (Decrease)lincrease in cash and cash
equivalents (26,389) 46,697
T 1 H 1 HZHE LR 4&TH  Cash and cash equivalents at 1 January 174,925 152,057
FT6 A30 Hz WM& RERILWE Cash and cash equivalents at 30 June 31(b) 148,536 198,754

5 55 4 162 G2 M @A P 45 %kl 2. 41 The notes on pages 55 to 162 are an integral part of this interim financial information.
RS o
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A 25 BRI
1. GHIEEE R A BUR

G P R

VR HIAZ TR, T
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SAUHENIGE 34 5 TH g 554
& g il

£iHE

FRUL R rig s, thoRZestgz
WS TR 2 A BOk it
HIpik, ¥5#%20084E12H
31 H 1 2 A K H M 45 K 2 G
HEAL B IR IE R AR A
200842 AE S — IR

PUR BN 2837 2 HEN
AR e Lot 3t T 2009481
AR ITIR I 2 vk R 8

s FESTHEEE 1S (2B
(W55 IRERIBIR ] o L ME
T RHEI AR RN B S (B
[ N a5 422) ) ) 1
T H PR TR AR %, T2
sk TR N2 %s) | 5
B AR 2L AR R o BT
HEA N2 54 5) | 3551
IRTEERNA .

A B P Bk FE TT PO IR
HKINRAERI G Wik
R At ai . s I 45 %
B H A% 5 2B 1T 1 PR
TR RAMLEITH
7HE 2% 52 i A B2 H1 910 7R 0 55
k2 I

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

Except as described below, 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 2008 and should be read in conjunction
with the Group’s Annual Report for 2008.

The following new standard, revised standard, amendment to standard, and interpretation
are mandatory for the first time for the financial year beginning 1 January 2009.

+ HKAS 1 (Revised), ‘Presentation of financial statements’. The revised standard prohibits
the presentation of items of income and expenses (that is ‘non-owner changes in equity’)
in the statement of changes in equity, requiring ‘non-owner changes in equity’ to be
presented separately from owner changes in equity. All ‘non-owner changes in equity’ are
required to be shown in a performance statement.

The Group has elected to present the performance in two separate statements: an income
statement and a statement of comprehensive income. The interim financial information
has been prepared under the revised disclosure requirements. The adoption of this
revised standard affects the presentation of the Group’s financial statements.
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Notes to the Interim Financial Information (continued)

1. bl R THBR
€9)

1. Basis of preparation and accounting policies (continued)

STBOR (8

Accounting policies (continued)

o M SIEHENEET S (2 .

i e TR . %
AT H IR+ 2 P v B
PR EOR, A AT X i sh
XU ) 2 S o AT 5
AP P R =R AR
o SBES TAZAR R P RAK
SR il AR TR E
B BT I ESR A
FELIC T ALV B AT
FEEVE BN R - PRI R
A7 BT B Al 18] 56 T 4
AETE B S AT A
URAh, ZAETT WA S s AT
PRGN LA (K 25K, A28
e RO AT AR AR AR < il
B At S B SL (1 30 M KU
aHT. AWK T 42009
FA2 H 31 H I 55 IR A
PANRIV RSN ER  ZET I
BAT BRI 0 AR R
EAELLB T

o BB SR HEN 8T [ 2

R o TN S5 AR R
8 AT THENIZE 145
[Gr28aRt ] o Al 55 s
TR 5585 TSR DLy A BASE
KR KGR — A
PR E A AL R
51 DML LR LRIV
2 U2 RBOR, %5 5)
KRR B R BER K73,
A T B I P AR
—E RANEI S HE
8T B A T E AR
SN HHBHE . A, KLk
2 )5 4 B WU A i 2
SO, R IR D AR A
35, [T MBI E A K
W, HoH LS.

HKFRS 7 (Amendment), ‘Financial instruments: disclosures’. The amendment increases
the disclosure requirements about fair value measurement and reinforces existing
principles for disclosure about liquidity risk. The amendment introduces a three-level
hierarchy for fair value measurement disclosures and requires some specific quantitative
disclosures for financial instruments on the lowest level in the hierarchy. It also requires
entities to provide additional disclosures about the relative reliability of fair value
measurements. These disclosures will help to improve comparability between entities
about the effects of fair value measurements. In addition, the amendment clarifies and
enhances the existing requirements for the disclosure of liquidity risk primarily requiring a
separate liquidity risk analysis for derivative and non-derivative financial liabilities. The
Group will make additional relevant disclosures in its financial statements ending 31
December 2009. It is not required to provide comparative disclosures in the first year of
application.

HKFRS 8, ‘Operating Segments’. HKFRS 8 replaces HKAS 14 ‘Segment Reporting’. It
requires a ‘management approach’ under which segment information, that reflects the
operating result of segments reviewed regularly by the management for operation
decisions making and performance assessment, is presented on the same basis and in
the same manner as that used for internal reporting to the management. The adoption of
HKFRS 8 has no change in the number of reportable segments presented. However,
there is a change in inter-segment funding, details of which are disclosed in note 35. As
the impact is not significant, no restatement of prior year figure has been made.
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BANK OF CHINA (HONG KONG) LIMITED

Tgﬁ)ﬁ%ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

1. RIFIERRSTBUR 1. Basis of preparation and accounting policies (continued)
(8

STBUR (8 Accounting policies (continued)

* HK(IFRIC)-Int 13[ % 4 & it *  HK(IFRIC)-Int 13, ‘Customer Loyalty Programmes’. HK(IFRIC)-Int 13 clarifies that when
] o HK(IFRIC)-Int 13 T B an entity provides customers with incentives to buy goods or services under a customer
Ak LB P Y F& T RI AR loyalty programme (for example, customers accumulate loyalty points to redeem free or
B il A I S B IR 45 ) discounted products or service), the fair value of the consideration received or receivable

il dn 7% = SRR AR 4 DA B in respect of the initial sale shall be allocated between the award credits and the other
B %% o AT T 0 1 BT b BRIR components of the sale or service. The interpretation does not have significant impact on
%), HRESEAOCH CliE the Group’s results of operations and financial position.

TSSO RR (R TR 50 BT
ABOR 5 B2 by SR 95 A1 55
M BBy o R A 1

IS M 55 AR BT A R
IR o

2. NH4TFBURRNZE K4 2. Critical accounting estimates and judgements in applying accounting
it vt K B policies

AL R LB &EEE The Group makes estimates and assumptions that are consistent with those used in the
A 2008 F 12 H 31 AR Group’s financial statements for the year ended 31 December 2008.
o 254 N IR — 2
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H 3 25 BERHBRE
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3. ERIRKEEH

AREE [ DA S5 2Rl 551
P R AR o T B il AR
AAEE GRS 173 XU (£
LN RA RS S Fah
BN A B 45
AL AT L L8 W 7 AE

3.1 RN
A BB
(a) WAELEK

AT B L e
B 7 B — T e
TR R FAE, 2l P
Ja AR A R AR K A
SN AR I
D % < i 3% 7 2 DL
IRAEAR K o

LA 2 AR B 5 e 4
Rl 7 EL B R AR 458
9, B RAURAR K HIE
55 R SR 4 T AT ILAE
Wi a2 22t i 4
S 7 L HE A 9 95
25 1R 78 L AIE 9 B 55 98
L8 AT )R R A
FPRRENMBRET
PR

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

A. 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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Tgﬁ)ﬁ%ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

3. SRR ER (8 3. Financial risk management (continued)

3.1 ERAE (8 3.1 Credit Risk (continued)

A BB () A. Gross loans and advances (continued)

(a) WAESK (8

RAEL 2 2 DL R

WA RGEAEA I PF
i 2 SRR AE %

AL LA A it A
B Y AR
st T AL

AR 2
P

IRBA A it B
P IR

BRI 2 % SEROR
IS IRNIE S

VU AELHE R 2 R 7
REESESE (kY
LRI

(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

2009 4 2008 4F

6 H30H 12 331 H
At 30 June At 31 December
2009 2008
WHEAT WM E )Tt
HK$’'m HK$'m
1,020 1,326

632 800

554 710

478 628

542 698

0.21% 0.29%

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

collateral in respect of impaired advances.
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3.1 EHRAKE (8
A BEER (5
(a) WAETEK (8

R 7> R 2 %
FUREH AT -

R AP H R 2
PR

RS KA
PO )
ik o

R 5 43 FE Bk 2
PR g CRAT
Ak iR By P
IR PR I A A
A P TR B A gy 26
TR TR
o [ s
HEA B VP Al Dy 9

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

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

(a) Impaired advances (continued)

Classified or impaired advances to customers are analysed as follows:

Gross classified or impaired advances to
customers

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

2009 £E 2008 4=

6 H30H 12 H31H
At 30 June At 31 December
2009 2008
WHET WwmE NIt
HK$’'m HK$'m
1,774 2,138
0.37% 0.46%

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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Tgﬁ)ﬁ%‘ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

3. SRR ER (8 3. Financial risk management (continued)

3.1 ERAE (8 3.1 Credit Risk (continued)
A BB () A. Gross loans and advances (continued)
(b) @I 3 MHZF (b) Advances overdue for more than 3 months

&

BRI H 2 595K, Advances with a specific repayment date are classified as overdue when the principal
AL SR R C i or interest is past due and remains unpaid. Advances repayable by regular instalments
WA M AT AR AL, ) F) 4 are classified as overdue when an instalment payment is past due and remains unpaid.
THATE K . 2058 1 3 Advances repayable on demand are classified as overdue either when a demand for
PRI Z BERK, A o — repayment has been served on the borrower but repayment has not been made in
WA 13 3 B3 39 K accordance with the instruction or when the advances have remained continuously
ThRALIE, WIFEE I outside the approved limit that was advised to the borrower.

AL B, R A 2 B
AT B AN IE IR
M AN H AR
RN, TR
L A O 3R
Z HEHESE R R, IR
((BuEIp SN
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3. ERNRER (5

3.1 EHRAK (8D
A BB (5D
(b) @I 3 MHZ Y
=&

w3 ANHZIE
FRBHUWE :

hord
S
523
&
il
=5

- R 3 AN HEA
g 6 AN

- 6 M HEA
i 1A
- 1A
TR 3 A H 2 1%

Eod
;Ja

IR 2 SERAEAN
PR 2 DY B HE
#*

3. Financial risk management (continued)

3.1 Credit Risk (continued)

A. 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:

200946 A 30 H
At 30 June 2009

2008 412 H 31 H
At 31 December 2008

e gl & OSYi E-9al/ - e5¥ ]
[5pid"4 Bk
% of gross % of gross
&8 advances to e advances to
Amount customers Amount customers
WHEAT HEMH It
HK$’m HK$'m
Gross advances
to customers
which have
been overdue
for:
- six months or
less but
over three
months 315 0.07% 339 0.07%
- one year or
less but over
six months 361 0.07% 66 0.02%
- over one year 553 0.12% 571 0.12%
Advances overdue
for over three
months 1,229 0.26% 976 0.21%
Individually
assessed loan
impairment
allowances made
in respect of
such advances 547 439
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Tgﬁ)ﬁ%ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

3. SRR ER (8 3. Financial risk management (continued)

A FRAR (8D 3.1 Credit Risk (continued)
A EBEEER (8D A. Gross loans and advances (continued)
(b) @HBE 3 MAZHE (b) Advances overdue for more than 3 months (continued)
;)
2009 £E 2008 4=
6 H30H 12 H31H
At 30 June At 31 December
2009 2008
BMEAT WM E T
HK$’'m HK$'m
R A N Current market value of collateral held against
HEIRN & L] the covered portion of advances to
i T A customers 1,416 1,436
IR RS Covered portion of advances to customers
HPGER 759 604
IR B 2 Uncovered portion of advances to customers
R 470 372
T8 ) AR B A YRR Collateral held against overdue or impaired loans is principally represented by charges
P o E AR A over business assets such as commercial and residential premises for corporate loans
FRRAE IR RS and mortgages over residential properties for personal loans.
R Q0 b S A s
SENEOPN IR
AEE =Y.
T 200946 A 30 H As at 30 June 2009 and 31 December 2008, there were no advances to banks and
J% 2008 4 12 A 31 other financial institutions that were overdue for more than three months.
H, &A@ 3
AN AT RH 4
RIHLR DK o
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Tgﬁ)ﬁ%‘ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

3. SRR ER (8 3. Financial risk management (continued)

A FRAR (8D 3.1 Credit Risk (continued)
A BB () A. Gross loans and advances (continued)
(c) ZEALTK (c) Rescheduled advances
200946 A30H 2008 4212 H 31 H
At 30 June 2009 At 31 December 2008
dT P SRR R EE-IRknv-¢sY.]]
Bt Hart
% of gross % of gross
£ advances to 40 advances to
Amount customers Amount customers
whEsT HEE 10
HK$’m HK$'m
S EME BT Rescheduled
WO T T advances to
I 3 A2 5k customers net
T 435 14 of amounts
included in
advances
overdue for
more than 3
months 255 0.05% 127 0.03%
T 2009 £ 6 H 30 As at 30 June 2009 and 31 December 2008, there were no rescheduled advances to
H & 2008 % 12 H banks and other financial institutions.
31 H, AL EHZ
AT &I S AL
FIGER
ZEMATER T H Rescheduled advances are those advances that have been restructured or
DRI Ay o 15 R ¥ BTG renegotiated because of deterioration in the financial position of the borrower or of
Jraas i g0y the inability of the borrower to meet the original repayment schedule and for which
[F) F5E 3 B T A v the revised repayment terms, either of interest or of repayment period, are
RIZBER, MEET non-commercial. Rescheduled advances, which have been overdue for more than
ARG FInF] three months under the revised repayment terms, are included in overdue advances.

e HD IFE—
fE R A BATIE
NI UIEPa T RN
FAETYRL 3 4>
o WA A ] 6%
BN
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Notes to the Interim Financial Information (continued)

3. ERNRER (5

3. Financial risk management (continued)

3 fEIRRE (8
A BEER (8D
(d) Z/ITRETE

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

(d) Concentration of advances to customers

(i) ATy I )
B

(i) Sectoral analysis of gross advances to customers

R 70 A 1 Py B The information concerning gross advances to customers has been analysed into
YNSRI loans used inside or outside Hong Kong by industry sectors of the borrowers as
FHNSER follows:
P Iakiv-¢sY /Ty
.
200946 A 30 H
At 30 June 2009
HAT B . .
ZHSH DRI HAVFEZ
% Covered ek WHRERS R ER
by BAE Individually  Collectively
B collateral Classified d d
Gross or other or bt impairment impairment
advances security impaired Overdue* allowances allowances
WHEAT WMEAT WHEAT WHEAT WHEAT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
TEFHSE 2 SE Loans for use in Hong Kong
BRI Industrial, commercial and
financial
- Pl SR - Property development 22,961 34.36% 2 4 1 52
- AR - Property investment 72,782 85.35% 274 515 25 332
- Al - Financial concerns 13,208 6.13% . 9 . M
ez - Stockbrokers 3,449 96.26% - - - 24
e A - Wholesale and retail trade 20,471 49.91% 211 288 90 87
- Y - Manufacturing 19,044 55.95% 179 288 83 109
- &t sk - Transport and transport
equipment 25,152 14.77% 107 9 3 64
- KIREZY - Recreational activities 247 18.52% . - . 1
- RHY - Information technology 4,138 3.26% - 1 - 1
- W - Others 32,699 24.93% 53 284 16 82
MUN Individuals
- MR A IR - Loans for the purchase of
BN S flats in Home Ownership
X St E IR R Scheme, Private Sector
M2 D8R Participation Scheme
and Tenants Purchase
Scheme 12,788 99.91% 84 488 2 8
- WSS N B - Loans for purchase of
o other residential
properties 118,167 99.89% 152 1,506 3 47
- ERREER - Credit card advances 6,492 - 34 213 . 73
- He - Others 10,398 76.29% 1M1 323 59 17
TEREHH 2 DEG A Total loans for use in Hong
Kong 361,996 67.90% 1,207 3,928 282 948
OTINAY Trade finance 25,052 26.40% 368 500 241 109
TEFHSLIIMER 2 S¥ Loans for use outside Hong
Kong 89,240 24.41% 199 242 109 331
KT Gross advances to customers 476,288 57.57% 1,774 4,670 632 1,388

65



@ ¥ 5 4L £r(mm)amAT

BANK OF CHINA (HONG KONG) LIMITED

H 3 25 BERHBRE
(8

3. ERNRER (5

3 ERAR (8D
A BHER (8

(d) ZEFEHREHE (50

(i) HATI I 2 )
P E (5

3.1 Credit Risk (continued)

3. Financial risk management (continued)

A. Gross loans and advances (continued)

(d) Concentration of advances to customers (continued)

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

2008 412 H 31 H
At 31 December 2008

Notes to the Interim Financial Information (continued)

HEAH 7 o
ZHEH NG HETHEZ
% Covered R PEORRAENER  DEKRETER
by B Individually Collectively
IRl o collateral Classified assessed assessed
Gross or other or Ja impairment impairment
advances security impaired Overdue* allowances allowances
WM JIo6 wWwmEoc #mE I WM It NN DIV
HK$'m HK$'m HK$'m HK$'m HK$'m
TR B Loans for use in Hong Kong
T4k Industrial, commercial and
financial
- PRI - Property development 19,856 40.49% 2 14 1 66
- PR - Property investment 71,374 88.00% 294 585 30 312
- Sl - Financial concerns 12,312 8.14% R - 1 56
- emgs - Stockbrokers 124 10.33% - - - -
- R R - Wholesale and retail trade 18,156 52.85% 218 300 71 98
- il - Manufacturing 16,410 53.67% 234 298 138 80
- B - Transport and transport
equipment 21,590 13.82% 2 9 1 81
- IRHIEZD - Recreational activities 139 46.87% - - - -
- BHEH - Information technology 6,049 2.21% - 3 - 19
- e - Others 23,529 26.91% 68 213 13 83
HUN Individuals
- WY EEA IR - Loans for the purchase of
NSRRI flats in Home Ownership
NG B N | Scheme, Private Sector
Bz S8R Participation Scheme and
Tenants Purchase
Scheme 13,477 99.91% 98 510 4 12
- e B - Loans for purchase of other
% residential properties 116,303 99.97% 153 1,650 7 74
- RS - Credit card advances 6,553 R 30 273 - 71
- He - Others 11,452 77.84% 107 333 57 20
TEREHH 2 DEC A Total loans for use in Hong
Kong 337,324 70.68% 1,206 4,188 323 972
S it Trade finance 24,555 30.36% 560 494 355 108
TERHELIMER 2 Bk Loans for use outside Hong
Kong 99,295 22.38% 372 235 122 421
EaRl) v o5yl Gross advances to customers 461,174 58.14% 2,138 4,917 800 1,501

ML EEEE R RE e
P N
SRS iV Z RN
i, B A Y

&
Ao

* 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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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

A. Gross loans and advances (continued)

(d) Concentration of advances to customers (continued)

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

The following geographical analysis of gross advances to customers and overdue
advances is based on the location of the counterparties, after taking into account the
transfer of risk in respect of such advances where appropriate.

Gross advances to customers

Hong Kong
Mainland China
Others

67

2009 £ 2008 4F

6 H30H 12331 H
At 30 June At 31 December
2009 2008
WHEAT wmmE T
HK$’'m HK$'m
400,770 375,233
49,940 55,318
25,578 30,623
476,288 461,174
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3. Financial risk management (continued)

3.1 Credit Risk (continued)

A. 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)

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

68

2009 4E 2008 4=

6 H30H 12H31H
At 30 June At 31 December
2009 2008
WHET WwmE LT
HK$’'m HK$'m
1,104 1,172

215 221

69 108

1,388 1,501

2009 £ 2008 4F

6 H30H 12 H31H
At 30 June At 31 December
2009 2008
BIHERT WM E TG
HK$’'m HK$'m
4,404 4,622

221 266

45 29

4,670 4,917




BANK OF CHINA (HONG KONG) LIMITED

@ ¥ 5 4L £r(mm)amAT

H 3 25 BERHBRE
(8

3. ERNRER (5

3 ERAR (8D
A BEEER (8
(d) ZPEREPE (8

(ii) 42 o 9 [X 58 4y 2%
SRR

3. Financial risk management (continued)

3.1 Credit Risk (continued)

A. 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)

PAILEE (52

BSR4 Overdue advances (continued)
w6 3 R AR A Individually assessed loan impairment allowances in respect of the overdue
VA 2 B AR advances
WA HE A
2009 £ 2008 4
6 H30H 12 431 H
At 30 June At 31 December
2009 2008
WHEAT VATTRED b
HK$’'m HK$'m
Frilk Hong Kong 471 554
r [ Al Mainland China 115 99
e Others - 21
586 674
MG AR 4L Collectively assessed loan impairment allowances in respect of the overdue
BV Z AR advances
WERE
2009 £ 2008 4
6 H30H 12 331 H
At 30 June At 31 December
2009 2008
BMEAT VS HTREDibw
HK$’'m HK$'m
it Hong Kong 73 50
r P b Mainland China 6 6
He Others 2 -
81 56
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3. Financial risk management (continued)

3 ERAR (8D
A BEEER (8
(d) ZPEREPE (8

(il) F o B0 X 356 4y

3.1 Credit Risk (continued)

A. 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

P I & OSY
PILEE (52

(continued)

¥ ' o R AE Classified or impaired advances
HEEK
2009 £ 2008 4=
6 H30H 12 H31H
At 30 June At 31 December
2009 2008
WHEAT VTTRE b
HK$’'m HK$'m
Fritk Hong Kong 1,629 1,792
Hh I Mainland China 144 323
e Others 1 23
1,774 2,138
A 8 4 R Individually assessed loan impairment allowances in respect of the classified
(B GEKIEN RV or impaired advances
fh2Z SR
%
2009 £ 2008 4
6 H30H 12 H31H
At 30 June At 31 December
2009 2008
WHEHT VNREWA VI
HK$’'m HK$'m
Ttk Hong Kong 519 677
r [ P Mainland China 112 100
e Others 1 23
632 800
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3. Financial risk management (continued)

3.1 Credit Risk (continued)

A. 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 (continued)

Collectively assessed loan impairment allowances in respect of the classified

or impaired advances

Hong Kong
Mainland China

Repossessed assets

2009 4 2008 4F

6 H30H 12 331 H
At 30 June At 31 December
2009 2008
WHEAT wmmE T
HK$’'m HK$'m

40 26

3 7

43 33

The estimated market value of repossessed assets held by the Group as at 30 June 2009
amounted to HK$142 million (31 December 2008: HK$173 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.

71



@

¥ 5 46 £7 (% %) BAH

BANK OF CHINA (HONG KONG) LIMITED

H 3 25 BERHBRE
(8

3. ERNRER (5

3.1 MR (8
B. (%t

N UME RV AR
BE RN T2 W 2 15255
UEFFIR TR, IR R
PP [ PP goxT
g Erar 3o e /iy

3.1 Credit Risk (continued)

B. Debt securities

3. Financial risk management (continued)

Notes to the Interim Financial Information (continued)

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

%,

EH R
2£ ¥ non-agency
A B DA
- K%
- Alt-A
- Prime
EES
- RATHIf S
- LRI D OY
FA 577
e s
- RATfER
- ARG BE
A5

Fere R B / Bt

i Sl Ve
Hefiis

it

APEZAT B

W2 SR
HoeAE RO / B

PRI
Hehtd

it

587

Investment in securities
US non-agency residential
mortgage-backed

- Subprime
- Alt-A
- Prime
Fannie Mae
- issued debt securities

- mortgage-backed
securities

Freddie Mac

- issued debt securities
- mortgage-backed
securities

Other MBS/ABS

Other debt securities

Subtotal

Financial assets at fair
value through profit or
loss

Other MBS/ABS

Other debt securities
Subtotal

Total

2009426 A 30 H

At 30 June 2009
TIr&
Unrated

FHWBN HeEEFRBHR

EFh Hylwa

Hong Kong Other

Aal & Al B government  governments

Aa3 A3 A3LTF and and
Aa1to A1to Lower government government HE Bt
Aaa Aa3 A3 than A3 bodies agencies Other Total
WM wm wh wm WM wh WM wm
BAX HART HBARX HBAT BAT BAX HEHARX HARL
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
640 18 19 135 - - - 812
312 237 38 1,122 - - - 1,709
2,499 310 783 8,747 - - - 12,339
1,348 - - - - - - 1,348
- - - - - 70 - 70
865 161 - - - - - 1,026
- - - - - 1,388 - 1,388
5,638 263 42 - - 3,076 - 9,019
51,955 69,949 34,915 5,415 6,635 49,803 42,266 260,938
63,257 70,938 35,797 15,419 6,635 54,337 42,266 288,649
24 - - - - - - 24
163 543 1,634 834 5,801 - 174 9,149
187 543 1,634 834 5,801 - 174 9,173
63,444 71,481 37,431 16,253 12,436 54,337 42,440 297,822
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3. SRR ER (8 3. Financial risk management (continued)

3.1 ERAE (8 3.1 Credit Risk (continued)
B. fi&iEs: (&%) B. Debt securities (continued)
2008 412 H 31 H
At 31 December 2008
TCVFR
Unrated
FBEUN e E KB K
R HAY A
Hong Kong Other
Aal & Al & government governments
Aa3 A3 A3LLF and and
Aa1to A1lto Lower government government He mrk
Aaa Aa3 A3 than A3 bodies agencies Other Total
epi W& T W pi T pil WM
HoL  HHIL HNL HAX H It B WAL HIK
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
EHBE Investment in securities
J2[H non-agency {  US non-agency residential
S BT mortgage-backed
- K% - Subprime 913 - 30 104 - - - 1,047
- Alt-A - Alt-A 1,245 383 274 432 - - - 2,334
- Prime - Prime 9,549 1,558 2,878 1,950 - - - 15,935
iES Fannie Mae
- RATHIfR - issued debt securities 1,504 - - - - - - 1,504
- LRI Y - mortgage-backed
AP securities - - - - - 88 - 88
e Freddie Mac
- RATIN S - issued debt securities 864 162 - - - - - 1,026
- LR 5T - mortgage-backed
o e =
A securities i i i i i 1633 i 1633
HefEpoek / ¥ Other MBS/ABS
P 6,874 24 63 - - 3,807 - 10,768
Heehizr Other debt securities 40,537 83,827 26,437 4,371 12,175 51,368 35,873 254,588
it Subtotal 61,486 85,954 29,682 6,857 12,175 56,896 35,873 288,923
AFEA4H AR Financial assets at fair
W2 e value through profit or
loss
HefEEsEa / % Other MBS/ABS
PR I 27 - - - - - - 27
s Other debt securities 243 1814 1,800 729 11,358 - 351 16,295
N7 Subtotal 270 1,814 1,800 729 11,358 - 351 16,322
s Total 61,756 87,768 31,482 7,586 23,533 56,896 36,224 305,245
12009 7 6 J1 30 HEWz M4 The total amount of unrated issues amounted to HK$109,213 million (31 December 2008:

iy HEm 1,092.13 {470 (2008 4F

12 7 31 H:#1 1,166.53 1470), HK$8,971 million) were without issuer ratings. For details, please refer to page 74.
B RAT N AT 55.75
f¢.o6 (2008 412 H 31 H: #ih
89.71 1470 , WHIEEHS N 74

T

o\
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HK$116,653 million) as at 30 June 2009, of which only HK$5,575 million (31 December 2008:
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3.1 Credit Risk (continued)

B. Debt securities (continued)

3. Financial risk management (continued)

Notes to the Interim Financial Information (continued)

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

follows:
20094 6 H 30 H
At 30 June 2009
A3 IR
Aal & Aa3 A1 E A3 Lower TP Rk
Aaa Aa1 to Aa3 A1 to A3 than A3 Unrated Total
WREHATT WHEHAT WHEAKL WHEAT WBMEAT BIEAT
HK$’'m HK$’m HK$’m HK$’'m HK$’'m HK$’'m
Available-for-sale
securities 13,205 49,002 4,720 400 4,256 71,583
Held-to-maturity
securities 706 7,627 2,897 155 1,290 12,675
Loans and
receivables 2,349 14,820 1,811 - - 18,980
Financial assets at fair
value through profit
or loss - 5,803 143 - 29 5,975
Total 16,260 77,252 9,571 555 5,575 109,213
2008 412 H 31 H
At 31 December 2008
A3 LUK
Aal % Aa3 A1l & A3 Lower TVEH Jusan
Aaa Aa1 to Aa3 A1 to A3 than A3 Unrated Total
W J1 0 WHEAG WmHAG  WHmEAK  WHmEAT WwHmE AT
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Available-for-sale
securities 18,180 49,408 3,293 35 5,481 76,397
Held-to-maturity
securities 624 10,140 2,037 - 3,151 15,952
Loans and
receivables 3,386 8,768 397 - 44 12,595
Financial assets at fair
value through profit
or loss 1 11,413 - - 295 11,709
Total 22,191 79,729 5,727 35 8,971 116,653
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

B. ffi&iEs (5 B. Debt securities (continued)
WAL 55 77 A5 DEVE The impaired debt securities by credit rating are analysed as follows:
BT
200946 H 30 H
At 30 June 2009
TKIEME He: BibwE
Carrying values W%
Of which
A3 DT accumulated
Aal & Aa3 A1 & A3 Lower  LiFfk =878 impairment
Aaa  Aa1to Aa3 A1to A3 than A3 Unrated Total allowances
i wh wm W wm W W
BT HAT HAX HHAXT HATL HARL HT
HK$’m HK$’m HK$’'m HK$’m HK$’'m HK$’'m HK$’'m
EH# T Investment in securities
% non-agency {55 US non-agency
i CiIRi residential
mortgage-backed
- R - Subprime 514 . 19 135 . 668 362
- AltA - AltA 49 134 38 1,122 - 1,343 1,355
- Prime - Prime 1,338 169 334 7,816 - 9,657 6,214
HEEHIE / %k Other MBS/ABS
{55 82 - - - - 82 64
Hefiidr Other debt securities . . 87 553 53 693 729
it Total 1,983 303 478 9,626 53 12,443 8,724
Horps SRR S Of which accumulated
impairment
allowances 883 221 252 6,968 400 8,724
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Tg%ﬁ%ﬁﬂﬁﬁ& Notes to the Interim Financial Information (continued)

3. ERIXRERE (42 3. Financial risk management (continued)

3.1 ERERE (8 3.1 Credit Risk (continued)
B. RFiEd (40 B. Debt securities (continued)
2008 412 H 31 H
At 31 December 2008
VK T o BUHo e
Carrying values HE
Of which
) A A3 IR ) accumulated
Aal £ Aa3 A1 % A3 Lower  GiFZk St impairment
Aaa Aa1 to Aa3 A1to A3 than A3 Unrated Total allowances
i WM s s Wi i s
HJiot A"t A6 "6 HIt HJiot [EPAPH
HK$'m HK$'m HK$'m HK$m  HK$'m HK$'m HK$'m
IESH R Investment in securities
2% [l non-agency 115 US non-agency
¥ CilRi residential
mortgage-backed
- K - Subprime 695 - 30 104 - 829 339
- Alt-A - Alt-A 662 383 274 431 - 1,750 1,302
- Prime - Prime 5,162 1,295 1312 1825 - 9,594 6,479
e Bk / %r=#k  Other MBS/ABS
Eli ez 69 - - - - 69 27
Hefigz Other debt securities ) ) 185 591 35 811 854
Bl Total 6,588 1,678 1,801 2,951 35 13,053 9,001
s BhitE % Of which accumulated
impairment
allowances 4,195 1,400 976 2,078 352 9,001
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Tgﬁ)ﬁ%ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

3. SRR ER (8 3. Financial risk management (continued)

3.1 ERAE (8 3.1 Credit Risk (continued)
B. fi&iEs: (&%) B. Debt securities (continued)
Ok 3 AN A2 o Debt securities overdue for more than 3 months are analysed as follows:
SAUETF TR
200946 H 30 H
At 30 June 2009
aHHEIES
Available-for-sale securities
WHET
HK$’'m
UYL 6 A I HAE Overdue for 1 year or less but over 6 months
SUSN IS 72
2008 £ 12 A 31 H
At 31 December 2008
AL e R
Available-for-sale securities
wmE T
HK$'m
IR 3 A H A Overdue for 6 months or less but over 3 months
6 /iNH 35
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3.1 Credit Risk (continued)

3. Financial risk management (continued)

B. fiiEss (4

B / B
i

I3 A AR AT 5 B

K/ BRI K
R R 1 22t B X5y
Hrs

3 H A B 0REK / B
i

Non-agency {1 53 B a4

- R

- Alt-A

- Prime
HA T
i ES
[liiineci=ii
He

HEEREREEK/ 3™
WIS

AF B BRI

T SRR

He

(E7 3 & Fh I L Ties
it

B. Debt securities (continued)

MBS/ABS

Notes to the Interim Financial Information (continued)

The table below represents an analysis of the Group’s exposure to MBS/ABS by

geographical location.

US MBS/ABS

Non-agency residential
mortgage-backed
- Subprime
- Alt-A
- Prime
Ginnie Mae
Fannie Mae
Freddie Mac
Commercial mortgage-backed
Others

Other countries MBS/ABS

Residential mortgage-backed
Commercial mortgage-backed
Others

Total MBS/ABS

78

200946 H 30 H
At 30 June 2009

kT {E Hrp:
Carrying values B ERE
Of which
CWMEIE#%  accumulated
Bt Impaired impairment
Total securities allowances
WHET WMHT WMHT
HK$’'m HK$’'m HK$’'m
812 668 362
1,709 1,343 1,355
12,339 9,657 6,214
3,076 - -
70 - -
1,388 - -
915 - .
1,995 - -
22,304 11,668 7,931
2,451 82 64
505 - -
101 - .
3,057 82 64
25,361 11,750 7,995
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3.1 Credit Risk (continued)
B. Debt securities (continued)

MBS/ABS (continued)

US MBS/ABS

Non-agency residential
mortgage-backed
- Subprime
- Alt-A
- Prime
Ginnie Mae
Fannie Mae
Freddie Mac
Commercial mortgage-backed
Others

Other countries MBS/ABS
Residential mortgage-backed

Commercial mortgage-backed
Others

Total MBS/ABS

Increase/(decrease) in fair value taken to
available-for-sale securities reserve on
MBS/ABS for the period/year (net of
impairment charges taken to income

3. Financial risk management (continued)

Notes to the Interim Financial Information (continued)

2008 %12 A 31 H
At 31 December 2008

statement excluding deferred tax impact)

Closing balance of available-for-sale
securities reserve relating to MBS/ABS
(excluding deferred tax impact)

79

K T L.
Carrying values ST A
Of which
[WR =R accumulated
Mt Impaired impairment
Total securities allowances
REPIP RTEDIP REDIP
HK$'m HK$'m HK$'m
1,047 829 339
2,334 1,750 1,302
15,935 9,594 6,479
3,807 - -
88 - -
1,633 - -
929 - -
2,806 - -
28,579 12,173 8,120
2,649 69 27
454 - -
150 - -
3,253 69 27
31,832 12,242 8,147
2009 2008 4F
6 H30H 12 H31H
At 30 June At 31 December
2009 2008
WHEAT WmE G
HK$’'m HK$'m
1,443 (1,340)
(264) (1,707)
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Tgﬁ)ﬁ%ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

3. SRR ER (8 3. Financial risk management (continued)

3.1 MR (8
B. fiiEss (4

B / B
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24200946 H 30
H }% 2008 4 12 J 31
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PR BRI/
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Gr#T

3.1 Credit Risk (continued)

B. Debt securities (continued)

MBS/ABS (continued)

The table below represents an analysis of impairment charges for the period/year for
MBS/ABS held as at 30 June 2009 and 31 December 2008.

200946 H30 H
At 30 June 2009

A3 DR
Aal E Aa3 A1 = A3 Lower FiPk Bk
Aaa Aa1 to Aa3 A1 to A3 than A3 Unrated Total
WRELT WhEHT WmAEAx BWEALAT BWELT BHIELT
HK$’'m HK$’m HK$’'m HK$’m HK$’'m HK$’'m
KEMEREREK /B’ US MBS/ABS
IR
Non-agency {£)5%%  Non-agency residential
AR mortgage-backed
- R - Subprime (10) - (1) 34 - 23
- Alt-A - Alt-A 6 4 22 145 - 177
- Prime - Prime 246 (4) 98 898 - 1,238
242 - 119 1,077 - 1,438
HEERMERERK/ Other countries
RIS MBS/ABS
1 7 BRI Residential
mortgage-backed 30 - - - - 30
R bEER / %44 Total MBS/ABS
fiids it 272 - 119 1,077 - 1,468
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3.1 Credit Risk (continued)

3. Financial risk management (continued)

Notes to the Interim Financial Information (continued)

B. fi&iEs: (&%) B. Debt securities (continued)
B/ BRI MBS/ABS (continued)
iz (80
2008 £ 12 ;1 31 H
At 31 December 2008
A3 LI'F
Aal £ Aa3 A1 & A3 Lower TVEH Jusan
Aaa Aa1 to Aa3 A1to A3 than A3 Unrated Total
WwME T wmE T WWmENT WWmEAT WBmEl WA
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
KEMEREREK/ B US MBS/ABS
wRfs
Non-agency {1 /55%%  Non-agency residential
AR mortgage-backed
- K% - Subprime (90) - 27 27 - (36)
- Alt-A - Alt-A 394 299 157 359 - 1,209
- Prime - Prime 3,725 1,055 658 1,094 - 6,532
4,029 1,354 842 1,480 - 7,705
HEEKRERRK/  Other countries
b g i MBS/ABS
A 5 SRR Residential
mortgage-backed 27 - - - - 27
U8Rk / %44 Total MBS/ABS
fiids it 4,056 1,354 842 1,480 - 7,732

TEe LB IR A IS
W/ ER LA E A
B BT /AR i

Note: The impairment charges for MBS/ABS disposed during the period/year are excluded.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)
3.2 Market Risk

A. VAR

The Group 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. BOCHK, being the
banking entity within the Group with the major trading positions, which are mainly foreign
currency positions in major currencies, uses VAR technique to monitor and control market
risk on a daily basis.

The Group uses a historical simulation approach, a 99% confidence level and a 1-day
holding period to calculate portfolio and individual VAR. Historical movements in market
prices are calculated by reference to market data from the last two years.
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3. SRR ER (8 3. Financial risk management (continued)

3.2 AR (8 3.2 Market Risk (continued)
A. WEE (8 A. VAR (continued)
PUR RS PRI PR AT The following table sets out the VAR for all trading market risk exposure' of BOCHK.
B T KRR

PR fe '

ot R ot iR ot SR
6 H 30 [ BAREUE U RRSpelEl
Minimum Maximum  Average for
for the first for the first the first
At half of half of half of
wmE T HK$'m 30 June year year year
BT T3 R4 2 5 AL VAR for all market risk -2009 11.6 9.0 16.3 12.3
2008 6.3 3.0 7.8 5.2
W RS 7= Sl R 2 W VAR for foreign exchange risk - 2009 12.3 9.2 15.8 12.5
products 2008 5.7 2.8 7.3 4.6
FIBE RS = i R 2 W Al VAR for interest rate risk - 2009 4.2 2.1 5.4 3.3
products 2008 3.3 1.0 3.8 2.1
JBE S PRI 7 ot 45 2 B AL VAR for equity risk products - 2009 0.1 0.1 2.5 0.3
2008 0.2 0.2 2.8 0.6
T S T R 2 W VAR for commodity risk 2009 0.0 0.0 0.0 0.0
products 2008 0.0 0.0 0.5 0.1
2009 4 FR4E, PHRFBMNNTY In the first half of 2009, the average daily revenue® of BOCHK earned from market
KUBEAH DG I VB AL 5 15 ) M £3 1 risk-related trading activities was HK$3.9 million (first half of 2008: HK$6.0 million).
R EI RS 2 o m 3.9 T 7T
(2008 4F )47« 511 6.0 T /T
J6)e
AR AN G5 K I PR R " Structural FX positions have been excluded.
2 AR AN SR TE L A5 25 B i o 2 Revenues from structural FX positions and back to back transactions have been excluded.
BN
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B. LN B. Currency risk
FRME T ALER T

2009 46 /] 30 H 2%
2008412 H31HZ

CANITR( ez RN 52 i currency.
RN LT A s Tk I
B IR ARG A 2 % =
Fe g, FEEER T4y

*.

B

3. Financial risk management (continued)

2009 £ 6 A 30 H
At 30 June 2009

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 2009 and 31 December 2008. Included in the tables are the Group’s
assets and liabilities at carrying amounts in HK$ equivalent, categorised by the original

PEAE I 4 B ARARAT e e & RlbLI - Cash and balances with banks and

INEAEN

—H LA HWEIZR1T XILE Placements with banks and other

SRR

DT NS 2 el

fir el TR
FEREATEIX BUN ABTHIED]-5

TR R IR
TESREL %

- AL EHES R

- R R AR
- DO R

TR A F R

%

Pl T BB
HE R (AIRIBIERITE ™)

b

*70 T E3s
ARH us HK #% Japanese  Pound e Bt
Renminbi  Dollars  Dollars Euro Yen Sterling Others Total
HBh B b1 b3 b1 b1 WM Bm
BA  WBAN  EHAX HARX HAKX HBHARX HARX HAR
HK$m  HK$m HK$m HK$m HK$m HK$Em  HK$'m  HK$m
Assets
other financial institutions 51,170 19,949 35,403 3,822 223 557 1,908 113,032
financial institutions maturing
between one and twelve months 527 59,557 39,840 4,522 - 2,280 4,929 111,655
Financial assets at fair value
through profit or loss 1,184 1,495 6,536 - - - 55 9,270
Derivative financial instruments - 773 16,377 68 1 - 44 17,263
Hong Kong SAR Government
certificates of indebtedness - - 36,570 - - - - 36,570
Advances and other accounts 12,946 93,933 368,211 4,592 1,191 40 5,167 486,080
Investment in securities
- Available-for-sale securities 885 76,926 24,288 20,976 41,615 1,694 18,680 185,064
- Held-to-maturity securities 2,161 37,507 28,187 6,396 3,160 384 7,291 85,086
- Loans and receivables - 2,045 15222 870 - - 843 18,980
Interests in associates - - 86 - - - - 86
Investment properties 58 - 8,256 - - - . 8,314
Properties, plant and equipment 166 - 23,600 - - - - 23,766
Other assets (including deferred
tax assets) 130 692 19,231 59 162 31 115 20,420
Total assets 69,227 292,877 621,807 41,305 46,352 4,986 39,032 1,115,586
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3. SRIRRER (8 3. Financial risk management (continued)

3.2 WHAR (8
B. ILHERK (8

3.2 Market Risk (continued)

B. Currency risk (continued)

2009426 F30H

At 30 June 2009
o T HE Ex74
AR us HK k% Japanese  Pound e Bt
Renminbi  Dollars Dollars Euro Yen Sterling Others Total
WwH wH b3 b3 wm M wh WM
BAX HBAX HBAX HAX HBHARX HBHAX BAX HAR
HK$m  HK$m HK$m  HK$m HK$’m  HK$m  HK$m HK$’'m
S Liabilities
SR AT BIX S 4R Hong Kong SAR currency notes in
circulation - - 36,570 - - - - 36,570
AT R e SRl 2 773 [t 454 Deposits and balances of banks
and other financial institutions 33,457 26,431 10,848 2,364 2,068 396 1,552 77,116
NVAEZEI AP G 2 251 Financial liabilities at fair value
through profit or loss - 1,448 8,856 - - - 558 10,862
T4 TR Derivative financial instruments . 1,964 9,929 790 3 . 81 12,767
L IREEZ N Deposits from customers 31,271 164,954 550,692 14,224 2,323 14,366 46,025 823,855
PR AR AT A5 5507 Debt securities in issue at
amortised cost - 78 58 - - - - 136
HE I e % CBARBL AL Other accounts and provisions
BB S50 (including current and deferred
tax liabilities) 867 10,759 24,627 401 40 385 1,322 38,401
Rt Subordinated liabilities - 19,389 . 7,215 . . - 26,604
SRR Total liabilities 65,595 225,023 641,580 24,994 4,434 15147 49,538 1,026,311
B SRS HE Net on-balance sheet position 3,632 67,854 (19,773) 16,311 41,918 (10,161) (10,506) 89,275
AN Gk E Off-balance sheet net notional
position* 171 (56,520) 101,009 (16,853) (41,841) 10,097 10,159 6,222
R AU S A Contingent liabilities and
commitments 8,852 53,555 163,907 4,218 500 773 2,019 233,824

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

AMICATAE S TR 2 X instruments, which are principally used to reduce the Group’s exposure to currency movements.

AL E. SNCATE
il R BRI AR A
B 2 IC ARG X -
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FEAFIL 4 B AEARAT S Hoe & flHLI - Cash and balances with banks and

INEEN
—E2 A AR AT R
SRHUAER

WHEZ M A BiaE 2 Rl T

ke TH
AU AT BUX UG SUGEUE )45

e wENE

s ds

- A EES

- WHEIMEIES

- DR CK

TE A AL 2

sl

Yl T R

Heestr (AEBERIE )

b

3.2 Market Risk (continued)

B. Currency risk (continued)

Assets

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)

Total assets

3. Financial risk management (continued)

2008 412 H 31 H
At 31 December 2008

Notes to the Interim Financial Information (continued)

ES It H T
AR us HK W% Japanese Pound e 587
Renminbi Dollars Dollars Euro Yen  Sterling Others Total
W M M M M M et M
"o AWt HJioo Wi AL HJiL Hic it
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
53,381 36,592 53,719 2,662 1,425 3,163 2,326 153,268
504 31,441 38,728 5,924 - 6,487 6,634 89,718
1,274 1,614 13,465 - - - 51 16,404
- 485 19,032 99 1 - 1 19,628
- - 34,200 - - - - 34,200
15,056 97,002 347,976 2,915 1,622 1,002 4,647 470,220
828 71,882 24,141 21,160 40,652 1,651 11,051 171,365
2,165 52,352 32,580 6,132 1,823 791 9,550 105,393
- 2,243 9,039 108 - 110 1,095 12,595
- - 88 - - - - 88
63 - 7,664 - - - - 7,727
98 - 22,690 - - - - 22,788
121 244 13,314 596 220 19 88 14,602
73,490 293,855 616,636 39,596 45,743 13,223 35,453 1,117,996
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3. ERIXRERE (48 3. Financial risk management (continued)

3.2 AR (4 3.2 Market Risk (continued)
B. JLERXE (4 B. Currency risk (continued)
2008 412 H 31 H
At 31 December 2008
B EYTH H Bt
N us HK WK% Japanese Pound He Es
Renminbi Dollars Dollars Euro Yen  Sterling Others Total

T i &M &M e i il e
B\hH  HEAX WOt WAL Wk H|HJ |AX HAK
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m

Hifi Liabilities
AR AT BIX B AR T Hong Kong SAR currency notes in

circulation - - 34,200 - - - - 34,200
BT R e 4L 2 A5k B 45 4 Deposits and balances of banks

and other financial institutions 38,131 24,191 18,558 2,251 693 2,494 2,461 88,779
APHERI AP Z Z £/ 67  Financial liabilities at fair value

through profit or loss - 1,852 19,890 - - - 196 21,938
T T H Derivative financial instruments - 513 19,622 297 1 _ 17 20,450
HPAF Deposits from customers 30,518 194,358 505,082 15584 2,135 13445 44744 805,866
FERS A RAT 2515507 Debt securities in issue at

amortised cost - 148 845 - - - 49 1,042
BRI R (LRI 4 Other accounts and provisions

B St (including current and deferred

tax liabilities) 1,331 9,672 16,673 325 7,907 348 646 36,902
F b gt Subordinated liabilities - 19,394 - 7210 B, } - 26,604
ABEH Total liabilities 69,980 250,128 614,870 25667 10,736 16,287 48,113 1,035,781
e S g RE Net on-balance sheet position 3510 43,727 1,766 13,929 35007  (3,064) (12,660) 82,215
TN R HE Off-balance sheet net notional

position (4) (33,929) 68465 (13,826) (34,817) 3,043 12,542 1,474
SR A S AR Contingent liabilities and

commitments 9,132 62,401 176,097 3,032 551 303 1,878 253,394
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Notes to the Interim Financial Information (continued)

3.

Financial risk management (continued)

3.2 Market Risk (continued)
C. Interest rate risk
The tables below summarise the Group’s exposure to interest rate risk as at 30 June

2009 and 31 December 2008. Included in the tables are the Group’s assets and liabilities
at carrying amounts, categorised by the earlier of contractual repricing or maturity dates.

BN 7K.

2009 £ 6 A 30 H
At 30 June 2009

—& =% D=
—4MHR =A +=AMA —EHE AFUE Non-
Upto1 1-3 312 15 Over5 interest Bt
month months months years years bearing Total
Hm wm T i wm wm WM
LEWi AATT EWipm EWipm EWipm BAT BAT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
% Assets
FEAFIRA: BAEARAT LB &AlbLE Cash and balances with banks and
EAFS other financial institutions 108,373 - - - - 4,659 113,032
—H A AR B RAT RIE Placements with banks and other
SRR financial institutions maturing
between one and twelve months - 54,895 56,760 - - - 111,655
AT A3 2 &/l % 7= Financial assets at fair value
through profit or loss 3,159 3,214 1,067 1,483 250 97 9,270
e ) Derivative financial instruments - - - . . 17,263 17,263
TR TEIX BUN S GHE . Hong Kong SAR Government
certificates of indebtedness - - - - - 36,570 36,570
FHBIEIRI Advances and other accounts 381,122 83,539 16,681 1,295 202 3,241 486,080
UEJR 8% Investment in securities
- L S - Available-for-sale securities 38,798 26,758 28,651 68,973 21,403 481 185,064
- R R S - Held-to-maturity securities 22,476 35,061 10,943 9,875 6,731 . 85,086
- YRR - Loans and receivables 4,162 5,053 8,865 . . . 18,980
HH A A R B Interests in associates - - . . . 86 86
g3/ Investment properties . - . . . 8,314 8,314
Yl T BB Properties, plant and equipment - - . . . 23,766 23,766
WP (AFHGRERIIY%™)  Other assets (including deferred
tax assets) - - - - - 20,420 20,420
BB Total assets 558,000 209,420 122,967 81,626 28,586 114,897 1,115,586
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3. SRIRRER (8 3. Financial risk management (continued)

3.2 TN (80
C. MHRK (8

St Liabilities

AU AT BUX AR T
circulation

AT RIS S 2 £73 [ 454 Deposits and balances of banks
and other financial institutions

AR ARG 2 445 Financial liabilities at fair value
through profit or loss

frtE 4 T H Derivative financial instruments
FIabit s Deposits from customers
FERRS A RAT 2 A5 55 07 Debt securities in issue at

amortised cost
e kT e 4 (AFEBLI [ 4E Other accounts and provisions

B g (including current and deferred
tax liabilities)
JE St Subordinated liabilities
$h ot AR Total liabilities
GBS (9 37 3u] Interest sensitivity gap

3.2 Market Risk (continued)

C. Interest rate risk (continued)

2009426 A 30 H
At 30 June 2009

Notes to the Interim Financial Information (continued)

Hong Kong SAR currency notes in

—= =% NS

—MAR =R AR —EEEFE EHMUE Non-
Upto1 1-3 3-12 1-5 Over5 interest Bt
month months months years years bearing Total
B B HBm HBm Hm i W
BTG BRI BT BT BT LZpip EpipH
HK$’m HK$’m HK$’m HK$’m HK$’m HK$’m HK$’'m
- - - - - 36,570 36,570
70,271 2,971 1,995 - - 1,879 77,116
5,310 3,931 1,621 - - - 10,862
- - - - - 12,767 12,767
640,454 98,753 34,859 432 - 49,357 823,855
58 78 - - - - 136
8,812 4 295 136 - 29,154 38,401
- - 26,604 - - - 26,604
724,905 105,737 65,374 568 - 129,727 1,026,311
(166,815) 103,683 57,593 81,058 28,586  (14,830) 89,275
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3. SRIRRER (8 3. Financial risk management (continued)

3.2 THRE (80
C. FIRXK (£

=

3.2 Market Risk (continued)

C. Interest rate risk (continued)

2008 12 A 31 H
At 31 December 2008

PEAF LG AEARAT e & lbLI Cash and balances with banks and

HIEAFS

—E+ A AN EIZ W47 e Placements with banks and other

SRIHUAER

WHEZ M A BiaE 2 Rl T

fEeRTH
AR AT BUX BUR SUGHIE 15

BRI IR

TR

- A S

- FE W R

- PERNGK

e A A

EiaL/ N4

NNNY3 &3

Hepw CESB R )

=B

—& = NS
—MHW =AHA +=AH — R TR Non-
Upto 1 1-3 3-12 1-5 Over 5 interest mik
month months months years years bearing Total
il WM M il M WM T
EpIpw [EPIP EpIpw EpIpw EpIpIH EPIP Epipn
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Assets
other financial institutions 134,722 - - - - 18,546 153,268
financial institutions maturing
between one and twelve months - 38,622 51,096 - - - 89,718
Financial assets at fair value
through profit or loss 5,103 7,076 2,311 1,416 415 83 16,404
Derivative financial instruments - - - - - 19,628 19,628
Hong Kong SAR Government
certificates of indebtedness - - - - - 34,200 34,200
Advances and other accounts 366,581 77,143 20,873 1,258 159 4,206 470,220
Investment in securities
- Available-for-sale securities 31,282 28,066 42,437 47,155 21,995 430 171,365
- Held-to-maturity securities 23,765 38,406 12,514 17,371 13,337 - 105,393
- Loans and receivables 1,755 2,675 8,165 - - - 12,595
Interests in associates - - - - - 88 88
Investment properties - - - - - 7,727 7,727
Properties, plant and equipment - - - N - 22,788 22,788
Other assets (including deferred
tax assets) - - - - - 14,602 14,602
Total assets 563,208 191,988 137,396 67,200 35,906 122,298 1,117,996
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Notes to the Interim Financial Information (continued)

3.2 Market Risk (continued)

C. Interest rate risk (continued)

Liabilities
Hong Kong SAR currency notes in

circulation

BT R e b 2 A5k B 45 4 Deposits and balances of banks

PP N 2 i S

AL AT
BPK
BeRRRA AT 2 IR

JERI R (B R i

B0

RS Go3 3N

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
(including current and deferred
tax liabilities)
Subordinated liabilities

Total liabilities

Interest sensitivity gap

Financial risk management (continued)

2008 12 A 31 H
At 31 December 2008

— =& At

—MHAN =MH +=AA —& HHE HEUE Non-
Upto 1 1-3 3-12 1-5 Over 5 interest Bk
month months months years years bearing Total
W W D D WD M W
[EPpLF [EPpLF ")y ")y ")y "t [EVPw
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
- - - - - 34,200 34,200
55,274 10,655 3,272 - - 19,578 88,779
6,769 13,412 1,749 8 - - 21,938
- - - - - 20,450 20,450
631,968 103,266 32,532 253 - 37,847 805,866
459 148 435 - - - 1,042
8,036 116 493 136 - 28,121 36,902
- - 26,604 - - - 26,604
702,506 127,597 65,085 397 - 140,196 1,035,781
(139,298) 64,391 72,311 66,803 35,906 (17,898) 82,215
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)
3.3 Liquidity Risk

Tables below analyse assets and liabilities of the Group as at 30 June 2009 and 31
December 2008 into relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date.

200946 A 30 H

By
Jﬁﬁfﬂ%&&“ﬁﬁ 17 B ICE SR )

iR

BT AWEBZ T e S
RLRAE R

D PAEA M N B 6 2 e e ™

— SOHSIES
— AR
_ e

= RN B f5t

il

— 2 AE L
-

— [hetiiEs

iR TR

AU AT BOX BUR BT A

B I TR
- P
- SR
— T O SRR

U
— A A

— AR
-

— PRI N5

— AR
-
— e

e
TR 28w L
el
Pl T R
Hes (A RERmyE ™)

B BH

At 30 June 2009
—& =&
—MAR =ZAA +=AR —FEHE EFUE THhE
B3 Upto1 1-3 3-12 1-5 Over 5 B Bt
On demand month months  months years years _Indefinite Total
il wn wm il wn Bh wm wm
BAT BAR BAT BAT BAR BAX BAT BT
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 60,294 52,738 - - - - - 113,032
Placements with banks and other
financial institutions maturing
between one and twelve months - - 54,895 56,760 - - - 111,655
Financial assets at fair value through
profit or loss
—debt securities held for trading
— certificates of deposit held - - - - - - - -
—others - 2,966 2,634 915 587 24 - 7,126
— debt securities designated at fair
value through profit or loss
— certificates of deposit held - - - - - - - -
—others - 193 186 224 1,194 250 - 2,047
—equity securities - - - - - - 97 97
Derivative financial instruments 11,074 1,404 1,724 1,985 951 125 - 17,263
Hong Kong SAR Government
certificates of indebtedness 36,570 - - - - - - 36,570
Advances and other accounts
—advances to customers 32,913 14,562 29,548 53,649 207,231 135,345 1,020 474,268
~ trade bils 225 3,341 3,844 317 - - - 7,727
—advances to banks and other
financial institutions 28 - - 963 3,094 - - 4,085
Investment in securities
—debt securities held for
available-for-sale
— certificates of deposit held - 1,103 515 7,494 3,108 N - 12,220
—others - 25,571 9,783 26,290 80,463 23,661 6,595 172,363
—debt securities held for
held-to-maturity
— certificates of deposit held - - 725 3,114 4,223 - - 8,062
—others - 4,242 6,001 16,992 35,966 7,975 5,848 77,024
— debt securities held for loans and
receivables - 4,162 5,953 8,865 - - - 18,980
—equity securities - - - - - - 481 481
Interests in associates - - - - - - 86 86
Investment properties - - - - - - 8,314 8,314
Properties, plant and equipment - - - - - - 23,766 23,766
Other assets (including deferred tax
assets) 2,865 16,986 52 271 44 - 202 20,420
Total assets 143,969 127,268 115,860 177,839 336,861 167,380 46,409 1,115,586
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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
— certificates of deposit issued
—others
Derivative financial instruments
Deposits from customers
Debt securities in issue at amortised
cost
Other accounts and provisions
(including current and deferred tax
liabilities)

Subordinated liabilities

Total liabilities

Net liquidity gap

3.3 Liquidity Risk (continued)

Financial risk management (continued)

200946 A 30H

Notes to the Interim Financial Information (continued)

At 30 June 2009
—= =3
—AA =M AR —EREE AFME THiE
B# Upto1 1-3 312 1-5  Over5 B Bt
On demand month months months years years Indefinite Total
WM b WM WM T ¥EH WM ¥
BAT BAT BAT BAT BAX BAT BAT BAX
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’m HK$’'m
36,570 - - - - - - 36,570
46,831 25,309 2,980 1,996 - - - 77,116
. - 840 - - - - 840
- 5,245 1,492 3,240 - 45 - 10,022
6,849 1,518 694 516 2,349 841 - 12,767
516,117 173,640 97,689 35,977 432 - - 823,855
1 57 78 - - - - 136
15,825 12,587 4,019 2,044 3,703 212 1 38,401
- - - 15 - 26,589 - 26,604
622,193 218,356 107,792 43,788 6,484 27,687 1 1,026,311
(478,224)  (91,088) 8,068 134,051 330,377 139,693 46,398 89,275
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— FFEARRIE
_ e
- FHEERIIH Z i5iiEss
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I A R
Eraat/Rla
NNV S8
Wes” (EIRBERI™)
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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)

Total assets

3.3 Liquidity Risk (continued)

3. Financial risk management (continued)

2008 412 H 31 H

At 31 December 2008

Notes to the Interim Financial Information (continued)

£ =%

—A AW =AM FEAH CEIE UL ANifsE
135 Upto1 1-3 3-12 1-5 Over 5 1539 Mk
On demand month months months years years  Indefinite Total
e W T e eI W i T
it [EWipw EVpn Epp [EWipw [EVipn EVp it
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
77,935 75,333 - - - - - 153,268
- - 38,622 51,096 - - - 89,718
- 4,628 6,685 1,927 685 6 - 13,931
- 25 - - - - - 25
- 226 30 384 1,066 660 - 2,366
- - - - - - 82 82
14,844 756 1,253 1,439 1,216 120 - 19,628
34,200 - - - - - - 34,200
21,941 17,656 31,084 51,336 198,165 137,684 1,007 458,873
- 2,910 4,022 677 - - - 7,609
27 - - 885 2,826 - - 3,738
- - 23 5,236 2,096 - - 7,355
- 19,849 13,349 40,054 58,135 26,164 6,029 163,580
- 968 2,173 2,162 6,073 - - 11,376
- 2,115 4,933 14,560 49,480 15,905 7,024 94,017
- 1,755 2,675 8,165 - - - 12,595
- - - - - - 430 430
- - - - - - 88 88
- - - - - - 7,727 7,727
- - - - - - 22,788 22,788
2,185 12,050 1 112 65 - 179 14,602
151,132 138,271 104,860 178,033 319,807 180,539 45,354 1,117,996
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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
— certificates of deposit issued
—others
Derivative financial instruments
Deposits from customers
Debt securities in issue at amortised

cost

e I B % (LR BLI Bk ZERL Other accounts and provisions

D

Jri B 5 fot
piligck

B BEEHA

(including current and deferred tax
liabilities)

Subordinated liabilities

Total liabilities

Net liquidity gap

3.3 Liquidity Risk (continued)

3. Financial risk management (continued)

2008 412 H 31 H
At 31 December 2008

Notes to the Interim Financial Information (continued)

=) =%

—AHN =N FEANH I HFEUE ANffsE
39 Upto1 1-3 3-12 1-5 Over 5 B ] Mt
On demand month months months years years Indefinite Total
s w1 e s I banl AT I
[EWpH EpPH [EWZPH [EWZPH 1737 EppH [EWZPH 17376
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
34,200 - - - - - - 34,200
61,206 13,646 10,655 3,272 - - - 88,779
- - - 858 - - - 858
- 6,111 6,363 8,170 166 270 - 21,080
10,556 2,137 1,689 1,967 2,822 1,279 - 20,450
429,288 240,523 101,987 32,696 1,372 - - 805,866
- 459 148 435 - - - 1,042
15,270 15,994 204 2,341 2,857 232 4 36,902
- - - 21 - 26,583 - 26,604
550,520 278,870 121,046 49,760 7,217 28,364 4 1,035,781
(399,388) (140,599)  (16,186) 128,273 312,590 152,175 45,350 82,215
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Tgﬁ)ﬁ%‘ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

3. SRIRRER (8 3. Financial risk management (continued)

3.3 WEIEENK (8 3.3 Liquidity Risk (continued)
Bk 2030 H 23 28 T 4% The above maturity classifications have been prepared in accordance with relevant
CHRATIE C(Beig> provisions under the Banking (Disclosure) Rules. The Group has reported assets such as
MRS . AR advances and debt securities which have been overdue for not more than one month as
PRI AN L 1~ H 2 “Repayable on demand”. In the case of an asset that is repayable by different payments
TR B A5 UE I WA or instalments, only that portion of the asset that is actually overdue is reported as
[RI3H ) %87, 0TS overdue. Any part of the asset that is not due is reported according to the residual
IF) 340 B 4y U3 3 2 % maturity unless the repayment of the asset is in doubt in which case the amount is
77 RAT & SEbRid reported as “Indefinite”. The above assets are stated after deduction of provisions, if any.
1T e 2 V(S i G 8
B B 2 o AT 4k

R YT PR i, B
LB 2 AR IERE T
BAHERE, WK%
N IAHE R . i
PR 2 B8 77 B AU BR AR AT
HRHER (AT .

4 1 42 B H 0 527 9 The analysis of debt securities by remaining period to maturity is disclosed in order to
PR AR (AT comply with relevant provisions under the Banking (Disclosure) Rules. The disclosure
M (PR Y Z ARG does not imply that the securities will be held to maturity.

ST . A
AR FE B 50
EHMH.
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Tgﬁ)ﬁ%‘ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

3. SRIRRER (8 3. Financial risk management (continued)

3.4 HAEH 3.4 Capital Management
(a) RAFRRLE (a) Capital adequacy ratio
2009 £E 2008 4=
6 H30H 12 31 H
At 30 June At 31 December
2009 2008
WA LR Capital adequacy ratio 16.10% 16.17%
O A LR Core capital ratio 11.24% 10.86%
A N A LR TR The capital ratios are computed on the consolidated basis that comprises the positions
CHATIE (B4 of BOCHK and certain subsidiaries specified by the HKMA for its regulatory purposes
Ry R d4% 4 R and in accordance with the Banking (Capital) Rules.
At MR SR A
LR R UV B R
Uk K H AR E I
Ja& 2 ) W 5 R LI
th,
o vk A Bk The differences between the basis of consolidation for accounting and regulatory
R AR 2 2745 purposes are described in “Additional Information — Subsidiaries of the Bank” on page
Hefifh, WHFERZ 172.

ik W T 55 168 1
[HERE - A
AT Z BB AT L
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(b) F1RSE B Bt ARt )R

#

A& L 2009 4
6 H 30 H & 2008 4
12 31 HZ AT 2
P & BICIR & R
Z ARG 4R R A

LR AT LIT

BB
L SN DR
it 35
EiakatlS
DR AR 2

% B Z 19,

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.4 Capital Management (continued)

(b) Components of capital base after deductions

The consolidated capital base after deductions used in the calculation of the above
capital adequacy ratio as at 30 June 2009 and 31 December 2008 and reported to the

HKMA is analysed as follows:

Core capital:

i

TN Paid up ordinary share capital

Reserves
Profit and loss account
Minority interests

Deductions from core capital

g A Core capital
B I A« Supplementary capital:
A RS 2 A Fair value gains arising from holdings of
[EL & available-for-sale securities
F A5 VPN 2 BEEK Collective loan impairment allowances
IRAEE R
TETEAE# Regulatory reserve
58 W5 Aot I Term subordinated debt
BRI 9% A 2 411k Deductions from supplementary capital
(ERIIRARS Supplementary capital
PG ) 5 ARt S A Total capital base after deductions
AN B R AT L

Z MR AW T 165 &
168 It [HLEFiR — A

T2 MWEAT L %5 ME the capital base.
A F) 2 BT A S A

Heahrbnek .

) B O AR
JRBRE R, WEN T

R A o Y

ifs
Ao
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2009 4E 2008 4=

6 H30 H 12 H31H
At 30 June At 31 December
2009 2008
WHEAT WM E )it
HK$’m HK$'m
43,043 43,043
23,808 18,049
2,844 2,956
1,210 1,124
70,905 65,172
(3,664) (1,536)
67,241 63,636
113 87
1,390 1,502
4,618 4,503
26,589 26,583
32,710 32,675
(3,664) (1,536)
29,046 31,139
96,287 94,775

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 pages 169 to 172. Investment costs in such subsidiaries are deducted from

Term subordinated debt represents subordinated loans qualified as Tier 2 Capital of
BOCHK pursuant to the regulatory requirements of the HKMA.



BANK OF CHINA (HONG KONG) LIMITED

@ ¥ 5 4L £r(mm)amAT

Notes to the Interim Financial Information (continued)

H 3 25 BERHBRE
(8

2009 4 AR L RS
5PN 8 P/t (2008 4 L
AR W 2.1 TJ570) S
S A 9B B B AR

PR AELE 2 B B A iR Bl
ANAHET 3.15 {2t (2008
FEF BN A3 TI0.

AR AR T A B 2
SRl vt 5 S ah s B A
RO BRI LS H 43
T 109.40 {2t (2008
R T 17414 {070
JHs T 22.61 147t (2008 4
EpsE: WM 77.10420).

4. BF) BN 4. Net interest income
FELHT ARLE A
2009 £ 2008 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2009 2008
WHEHT WM H G
HK$’'m HK$'m
FIEBA Interest income
4 B AT R AL e 4 Cash and due from banks and other financial
IR AN e institutions 1,733 2,694
B Advances to customers 5,367 8,195
TSR Listed investments 1,168 1,314
E | IR =g Unlisted investments 2,172 5,158
Hr Others 982 219
11,422 17,580
FRZH Interest expense
b 25 R H e A LR A7 Due to banks, customers and other financial
el institutions (1,726) (7,750)
45U R AT Debt securities in issue (16) (58)
JE A i fs Subordinated liabilities (533) (6)
ey Others (780) (302)
(3,055) (8,116)
R B Net interest income 8,367 9,464

Included within interest income is HK$8 million (first half of 2008: HK$21 million) of interest
with respect to income recognised on advances classified as impaired for the first half of
2009. Interest accrued on impaired investment in securities amounted to HK$315 million (first

half of 2008: HK$13 million).

Included within interest income and interest expense are HK$10,940 million (first half of 2008:
HK$17,414 million) and HK$2,261 million (first half of 2008: HK$7,710 million) for financial
assets and financial liabilities that are not recognised at fair value through profit or loss

respectively.
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Tgﬁ)ﬁ%‘ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

5. BR&HREIALKA 5. Net fees and commission income

FELGHE PAREH R
2009 £ 2008 4
6 H30H 6 H30H
Half-year ended  Half-year ended
30 June 30 June
2009 2008
WREHATT WME It
HK$’'m HK$'m
REH KSR Fees and commission income
FFE44 Securities brokerage
- s - Stockbroking 1,625 1,289
- g - Bonds 4 220
[EIRS Credit cards 721 663
e ik Loan commissions 398 263
4 Bills commissions 310 329
B eei e Payment services 227 239
PRES Insurance 212 293
REA Safe deposit box 98 96
FLBM Currency exchange 87 108
{FHEMR S Trust services 82 87
e Funds distribution 38 157
He Others 190 264
3,992 4,008
% #H A& H Fees and commission expenses
EHF Credit cards (500) (419)
EHsa Securities brokerage (255) (217)
BRIk Payment services (39) (38)
e Others (124) (267)
(918) (941)
% IB% B REERA Net fees and commission income 3,074 3,067
g H Of which arise from
- ERAATAEA AT AR 3 2 42 - financial assets or financial liabilities not at fair value
Rl 7wl £ Ao through profit or loss
- R4 2 AR AN - Fees and commission income 452 288
- W45 B e a0 - Fees and commission expenses (11) (14)
441 274
- HIE R e 2SS - trust and other fiduciary activities
S &N - Fees and commission income 201 170
- k45 2 B 45 - Fees and commission expenses (4) 3)
197 167
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Notes to the Interim Financial Information (continued)

6. Net trading income

Net gain from:
- foreign exchange and foreign exchange
products
- interest rate instruments
- equity instruments
- commodities

7. Net gain on investment in securities

Net gain from disposal of available-for-sale securities
Net gain/(loss) from redemption of held-to-maturity
securities

101

HAEGHE ARG
2009 £ 2008 4
6 H30H 6 30 H
Half-year ended  Half-year ended
30 June 30 June
2009 2008
BHEAT Ty
HK$’'m HK$'m

790 875

28 206

17 135

54 21

889 1,237
FELEE PAEL R
2009 4 2008 4

6 530 H 6 730 H
Half-year ended Half-year ended
30 June 30 June
2009 2008
WHEAL lENINEpIPW
HK$’'m HK$'m

64 129

3 (1)

67 128
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Notes to the Interim Financial Information (continued)

8. Other operating income

Dividend income from investment in securities

- unlisted investments
Gross rental income from investment properties
Less: Outgoings in respect of investment properties

Others

FELHEE ARG R
2009 £ 2008 4F

6 H30 H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2009 2008
WMEAT WM E T
HK$’m HK$'m

11 9

179 151

(23) (24)

76 95

243 231

Included in the “Outgoings in respect of investment properties” is HK$3 million (first half of
2008: HK$1 million) of direct operating expenses related to investment properties that were

not let during the period.
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EIRKNE
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- FrHYEDR
-
- IRl R
LA HIVFAE ST
e/
LA PR
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- Eﬁ[ﬁl
- Jopl= A
AL A PP SRR %
R

SEROR R (D

/et
A G S

A SR )

- AR
HEEBINH S

FEAT A B0 25 (1

i

- ARV

e

WARHE# R %

9. Net charge of impairment allowances

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

FELEHE PAELEH R
2009 4 2008 4

6 530 H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2009 2008
WHEAT wmE T
HK$’'m HK$'m
163 142

(87) (62)

(142) (187)

(66) (107)

198 199

(174) (7)

(18) (14)

6 178

(60) 71

729 1,187

439 962

7 7

1,115 2,227
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I SSBEEIMTE  Notes to the Interim Financial Information (continued)
(42)
10. & B H 10. Operating expenses
LT ARG R
2009 £ 2008 4F
6 H30H 6 H30H
Half-year ended  Half-year ended
30 June 30 June
2009 2008
WIHE AT WM E Tt
HK$’'m HK$'m
ANHHH CERE R4 Staff costs (including directors’ emoluments)
- T AL e o - salaries and other costs 2,022 2,261
- FMERH - termination benefit 5 2
- IR - pension cost 192 177
2,219 2,440
Bre B B ST (MEFEITIHD - Premises and equipment expenses (excluding
depreciation)
- e - rental of premises 237 190
- VR - information technology 159 183
- He - others 134 117
530 490
EiLE Depreciation 495 478
R HOTTH 4 Auditors’ remuneration
- A RS - audit services 4 5
- AEH RS - non-audit services 2 1
HEgE Other operating expenses 891 608
4,141 4,022
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BANK OF CHINA (HONG KONG) LIMITED

Tgﬁ)ﬁ%ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

1. #HEYNHE / AF  11. Net gain from disposal of/fair value adjustments on investment
B Flas properties

PAELER PGS
2009 £ 2008 4
6 H30H 6 H30H
Half-year ended  Half-year ended
30 June 30 June
2009 2008
WHEGTT HEM )it
HK$’'m HK$'m
EBEYN 2 CFiD Net (loss)/gain on disposal of investment properties
/ iz @ 9
PG AP R 15 Net gain on fair value adjustments on investment
i properties 527 701
525 710

12. HE / Bk, T B 12. Net gain from disposallrevaluation of properties, plant and
Rt &2z s equipment

PELED AR A

2009 4E 2008 4=

6 H30 H 6 H30H

Half-year ended Half-year ended

30 June 30 June

2009 2008

EHEAL WM E )T

HK$’'m HK$'m

HB I e 9 2 15 Net loss on disposal of other fixed assets (5) -
AL R Net gain on revaluation of premises 5 6
- 6
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WA/ GRIED S IERIN

AR A
TR

7 U A B AR R
2009 £ bR A TH N IRBL
i AKBLE 16.5% (2008
F: 16.5%) fedkiig. i
A2 Bl 2009 £
AR Al T DY R R R A
LB WS HERK L
PUTBLAR S
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

13. Taxation

Taxation in the condensed consolidated income statement represents:

PELEE AR R
2009 2008 4%
6 H30H 6 30 H
Half-year ended  Half-year ended
30 June 30 June
2009 2008
BHEAT DTy v
HK$’'m HK$'m

Hong Kong profits tax
- current period taxation 1,169 1,286
Deferred tax charge/(credit) 126 (32)
Hong Kong profits tax 1,295 1,254
Overseas taxation 73 78
1,368 1,332

Hong Kong profits tax has been provided at the rate of 16.5% (2008:

16.5%) on the

estimated assessable profits arising in Hong Kong for the first half of 2009. Taxation on
overseas profits has been calculated on the estimated assessable profits for the first half of
20009 at the rates of taxation prevailing in the countries in which the Group operates.
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Tgﬁ)ﬁ%‘ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

13. BT (48 13. Taxation (continued)
A4 T B B i s R AR T The taxation on the Group’s profit before taxation that differs from the theoretical amount that
SRR, AR AR would arise using the taxation rate of Hong Kong is as follows:

BEAR T SRR ZE 57 0 T -

Rl Profit before taxation

A5 16.5% (2008 : 16.5% ) Calculated at a taxation rate of 16.5% (2008: 16.5%)

TR
e [ B 22 e 1R R 1 Effect of different taxation rates in other countries
T RBLZ A Income not subject to taxation
Bl EATHIZ T3 Expenses not deductible for taxation purposes
TEABLI Taxation charge
b Effective tax rate
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FEGHE AR
2009 £ 2008 4F

6 H30 H 6 H30H
Half-year ended  Half-year ended
30 June 30 June
2009 2008
WHREHAT M
HK$’m HK$'m
8,090 8,510
1,335 1,404

3 32

(®) (158)

38 54

1,368 1,332
16.9% 15.7%
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Tgﬁ)ﬁ%ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

14. K2 14. Dividends
FELEHE PARL R
2009 %6 7 30 H 2008 -6 5 30 H
Half-year ended Half-year ended
30 June 2009 30 June 2008
=314 hst} (531 KA
wm WWmEAT HEm wmE It
Per share Total Per share Total
HK$ HK$’m HK$ HK$'m
AR AR First interim dividend 0.0110 473 0.0920 3,960
TR AR Second interim dividend 0.0696 2,996 - -
0.0806 3,469 0.0920 3,960

15. EENEREHRITE 15. Cash and balances with banks and other financial institutions

HesmilmmgER

FEAF IR 4 Cash

RTINS R Balances with central banks

TERAT S I E S LA 1 Balances with banks and other financial
iR institutions

—/N AW R BT R Placements with banks and other financial
LA VIR AR institutions maturing within one month
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2009 £ 2008

6 H30H 12 H31H
At 30 June At 31 December
2009 2008
WhEAT WM E TG
HK$’'m HK$'m
3,886 4,232
50,633 66,158
5,775 7,544
52,738 75,334
113,032 153,268
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Tgﬁ)ﬁ%ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

16. AF{EAILiF A28 16. Financial assets at fair value through profit or loss
ZERR =

AR A LA TR A
W2 AR
Financial assets designated
o iES at fair value through profit or Bit
Trading securities loss Total
2009 £ 2008 4 2009 £ 2008 4 2009 £ 2008 4=
6 A30H 12 H31 H 6 A30H 12H31H 6 H30H 12 H31H
At 30 June At 31 December At 30 June At 31 December At 30 June At 31 December
2009 2008 2009 2008 2009 2008
WHETI TG W E o W E TG W o WHEAT W o
HK$’'m HK$'m HK$’'m HK$'m HK$’m HK$'m
e AEAIK At fair value
i 5UF 5 Debt securities
- T BT - Listed in Hong
Kong 186 412 388 358 574 770
- Tigsh Bl - Listed outside
Hong Kong - 35 961 890 961 925
186 447 1,349 1,248 1,535 1,695
- kb - Unlisted 6,940 13,484 698 1,143 7,638 14,627
7,126 13,931 2,047 2,391 9,173 16,322
AR5 Equity securities
- ¥&W LT - Listed in Hong
Kong 25 20 - - 25 20
- e b - Unlisted 72 62 - - 72 62
97 82 - - 97 82
Bt Total 7,223 14,013 2,047 2,391 9,270 16,404
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Tgﬁ)ﬁ%‘ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

16. AF{EZILIFA#ZE  16. Financial assets at fair value through profit or loss (continued)
ZERIBE (4

OPAEAR U N a2 Gl Financial assets at fair value through profit or loss are analysed by type of issuer as follows:
PAERATHRZ 43 2800R

2009 2008 =
6 £] 30 FI 12 ] 31 [
At 30 June At 31 December
2009 2008
WHEAT wmAE T
HK$’'m HK$'m
TRGBUR Sovereigns 5,931 12,709
AR Public sector entities 365 272
AT B LA A b LA Banks and other financial institutions 1,700 1,915
NGIE4 Corporate entities 1,274 1,508
9,270 16,404
AN PAEAR LT N 2 2 4 Financial assets at fair value through profit or loss are analysed as follows:
BRI
2009 ¥ 2008 =+
6 £/ 30 f! 12 £ 31 [
At 30 June At 31 December
2009 2008
WHEATT wmE It
HK$’'m HK$'m
PES5 Treasury bills 5,799 12,458
R ZAERUE Certificates of deposit held - 25
HAB AT A G2 Other financial assets at fair value through profit or
LT loss 3,471 3,921
9,270 16,404
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

17. Derivative financial instruments

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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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

17. Derivative financial instruments (continued)

The contract/notional amounts and fair values of derivative financial instruments held by
the Group are set out in the following tables. The contract/notional amounts of these
instruments indicate the volume of transactions outstanding at the balance sheet dates and
certain of them provide a basis for comparison with fair value instruments recognised on
the condensed consolidated balance sheet. However, they do not necessarily indicate the
amounts of future cash flows involved or the current fair values of the instruments and,
therefore, do not indicate the Group’s exposure to credit or market risks. The derivative
financial instruments become favourable (assets) or unfavourable (liabilities) as a result of
fluctuations in market interest rates, foreign exchange rates or equity and metal prices
relative to their terms. The aggregate fair values of derivative financial instruments assets
and liabilities can fluctuate significantly from time to time.
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

17. Derivative financial instruments (continued)

The following tables summarise the contract/notional amounts of each significant type of
derivative financial instrument as at 30 June 2009 and 31 December 2008:

200946 A 30 H

At 30 June 2009
TFERHE
AR
y Not qualified N
Xz Lty for hedge Rt
Trading Hedging  accounting* Total
BHEEAT  WWEART WBHEAT  BHEAT
HK$’'m HK$’'m HK$’m HK$’m
Exchange rate contracts
Spot and forwards 208,956 - - 208,956
Swaps 256,189 - 68 256,257
Foreign currency option
contracts
- Options purchased 1,606 - - 1,606
- Options written 1,839 - - 1,839
468,590 - 68 468,658
Interest rate contracts
Futures 833 - - 833
Swaps 97,863 17,801 10,569 126,233
Interest rate option
contracts
- Swaptions written 155 - - 155
- Bond options written 3,797 - - 3,797
102,648 17,801 10,569 131,018
Bullion contracts 4,682 - - 4,682
Equity contracts 1,571 - - 1,571
Other contracts 131 - - 131
Total 577,622 17,801 10,637 606,060

* 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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17. fiEER T H (&)

LRAY
H1 15152

Pl

SN A SR 424

- LNHIRL
- SEHIR

MAEEY
Wit
£
HFIIA &2

- J R

HEREY
A i 5 24
Hedd

STy

Exchange rate contracts
Spot and forwards
Swaps
Foreign currency option

contracts
- Options purchased
- Options written

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

Bullion contracts

Equity contracts

Other contracts

Total
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17. Derivative financial instruments (continued)

2008 412 H 31 H
At 31 December 2008

AT
RORUIEA RS

E—— Ay Not qualified s
SRSE JRUSE: o) v for hedge Mt
Trading Hedging accounting Total
wmEhon  Wmahon Wmaon Wmasoc
HK$'m HK$'m HK$'m HK$'m
182,624 - - 182,624
248,956 - 68 249,024
2,518 - - 2,518
2,754 - - 2,754
436,852 - 68 436,920
4,290 - - 4,290
68,392 19,931 10,045 98,368
775 - - 775
73,457 19,931 10,045 103,433
3,880 - - 3,880
5,070 - - 5,070
144 - - 144
519,403 19,931 10,113 549,447
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Notes to the Interim Financial Information (continued)

17. Derivative financial instruments (continued)

The following tables summarise the fair values of each class of derivative financial
instrument as at 30 June 2009 and 31 December 2008:

B AR
200946 A30H
At 30 June 2009
AT ATEAHR
Fair value assets Fair value liabilities
AREFRA TEEFRA
heitis Mpaiiis
Not Not
Xk KRR qualified itk XL KBRS qualified B
for hedge for hedge
Trading Hedging accounting Total Trading Hedging accounting Total
WHHAT BHEAT WHEHAT WHEAT BHEHAT BHEHT BTIEAT BHEAT
HK$’'m HK$’m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
ICREY Exchange rate contracts
R R Spot and forwards 11,048 - - 11,048  (6,953) - - (6,953)
k) Swaps 4,578 - - 4,578  (2,138) - (2)  (2,140)
IMEAS G IR 2 Foreign currency option
contracts
- TR - Options purchased 6 - - 6 - - - .
- SE R - Options written - - - R (6) - - (6)
15,632 - - 15,632 (9,097) - (2) (9,099)
Ay Interest rate contracts
L Futures - - - - (3) - - (3)
HL Swaps 1,159 30 1 1,200 (2,374) (904) (96) (3,374)
GIESUISEE) Interest rate option
contracts
- S YA - Swaptions written - - - , 3) - - (3)
- TR IR - Bond options written - - - - (38) - (38)
1,159 30 1" 1,200 (2,418) (904) (96) (3,418)
St EL Bullion contracts 299 - - 299 (119) - - (119)
AR R a2 Equity contracts 132 - - 132 (131) - - (131)
b8} Total 17,222 30 1 17,263  (11,765) (904) (98) (12,767)
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Notes to the Interim Financial Information (continued)

17. Derivative financial instruments (continued)

2008 4212 H 31 H
At 31 December 2008

P ATAES
Fair value assets Fair value liabilities
AR RA AR
PORUIEA S RS sk
Not Not
Tz KB qualified it W AR qualified it
for hedge for hedge
Trading Hedging accounting Total Trading Hedging accounting Total
WHH T WHH T WMEe WmET WMET WHHT WMH T WEmETT
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Exchange rate contracts
Spot and forwards 15,152 - - 15,152  (10,962) - - (10,962)
Swaps 1,624 - 1 1,625 (3,933) - (3) (3,936)
Foreign currency option
contracts
- Options purchased 21 - - 21 - - - -
- Options written - - - - (24) - - (24)
16,797 - 1 16,798  (14,919) - (3) (14,922)
Interest rate contracts
Futures 2 - - 2 (6) - - (6)
Swaps 1,420 - 18 1,438 (2,329) (1,769) (166) (4,264)
Interest rate option
contracts
- Bond options written - - - - (25) - - (25)
1,422 - 18 1,440 (2,360) (1,769) (166) (4,295)
Bullion contracts 248 - - 248 (91) - - (91)
Equity contracts 1,142 - - 1,142 (1,142) - - (1,142)
Total 19,609 - 19 19,628 (18,512) (1,769) (169)  (20,450)
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17. fTELR T H (4)  17. Derivative financial instruments (continued)

kAT e TR 2 AAE R The credit risk weighted amounts of the above derivative financial instruments are as
DA A CECE follows:
2009 4 2008 4
6 H30H 12 H31H
At 30 June At 31 December
2009 2008
WMmEHIT wMmAE T
HK$’'m HK$'m
LEEY Exchange rate contracts
WIEZ Forwards 240 318
iyl Swaps 2,341 1,377
ANIAE Ty IIRLA 2 Foreign currency option contracts
- SENIRL - Options purchased 1 4
MHEEY Interest rate contracts
e Futures - 2
i1y Swaps 584 577
HaREEGA Bullion contracts 1 5
AL 2 A5 2 Equity contracts 10 37
3,177 2,320
A7 % ARG TN A A AT AR A The credit risk weighted amounts are calculated in accordance with the Banking (Capital)
CHRATE Coe) By o Rules. The amounts are dependent upon the status of the counterparty and the maturity
B ZHESG A SWTF NG characteristics of each type of contract.
) #5845 29 2 B BRRRAE
P
R AR 4 il T R 2 SR R There is no effect of valid bilateral netting agreement on the fair values or the credit
15 5F IRV 0 ASCES A O e risk-weighted amounts of the derivative financial instruments.
BN CURE X iR e s o
LT
AEFY 69% (2008 4 Approximately 69% (31 December 2008: 69%) of the Group’s transactions in derivative
12 H 31 H: 69%) M4 contracts are conducted with other financial institutions.

Sl TR SRS EE
RUB LA T 1K) o
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Notes to the Interim Financial Information (continued)

18. Advances and other accounts

ANBEK
N

SEROR R
- HASHIEAS
- BV

S5 R
AT B e A R B

SeaN

F 200946 30 H, %
SRR B SN
HHE T 7.23 {278 (2008 4
12 J1 31 H: ¥ 12.93 14
T6)o

T 2009 £ 6 H 30 HX
2008 12 H 31 H, X%
oSS FVARAT & 3L e il
BUR 2 B8 3O T A AT AT
DL AELHE R o

2009 2008 4

6 H30H 12 H31H

At 30 June At 31 December

2009 2008

WHEAT HETH JI 0

HK$’'m HK$'m

Personal loans and advances 153,076 151,746

Corporate loans and advances 323,212 309,428

Advances to customers 476,288 461,174
Loan impairment allowances

- Individually assessed (632) (800)

- Collectively assessed (1,388) (1,501)

474,268 458,873

Trade bills 7,727 7,609

Advances to banks and other financial institutions 4,085 3,738

Total 486,080 470,220

As at 30 June 2009, advances to customers included accrued interest on gross advances of
HK$723 million (31 December 2008: HK$1,293 million).

As at 30 June 2009 and 31 December 2008, no impairment allowance was made in respect
of trade bills and advances to banks and other financial institutions.
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(a) ArtHEHES
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(b) HEZRZHIHIES
bl EERER AN

- T
- TSk L

e b7, AN
ik

A HE %

(c) SRR MLHK

A LT, S RAA
ik

Bt

R R H 2 EiiEs
T1E

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

- 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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2009 2008

6 H30H 12 ;131 H
At 30 June At 31 December
2009 2008
WHEAT WM E )it
HK$’'m HK$'m
7,212 4,588
57,213 44,692
64,425 49,280
120,158 121,655
184,583 170,935
481 430
185,064 171,365
3,810 4,082
21,197 21,302
25,007 25,384
64,099 84,449
89,106 109,833
(4,020) (4,440)
85,086 105,393
18,980 12,595
289,130 289,353
24,264 24,354
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BANK OF CHINA (HONG KONG) LIMITED

19. Investment in securities (continued)

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

2009426 A 30 H

Notes to the Interim Financial Information (continued)

At 30 June 2009
HEE
ARt EES  BIBIHES SRR NBGK
Available-for- Held-to- Loans
sale maturity and Bt
securities securities receivables Total
WHEANX WTHEAXT WHEAL WHEAL
HK$’'m HK$’'m HK$’'m HK$’'m
Sovereigns 63,342 2,514 - 65,856
Public sector entities 14,964 5,929 - 20,893
Banks and other financial
institutions 88,749 61,819 18,980 169,548
Corporate entities 18,009 14,824 - 32,833
185,064 85,086 18,980 289,130
2008 12 F1 31 H
At 31 December 2008
ERREES
Al AR E SR FIMHIES:  DERK MG
Available-for- Held-to- Loans
sale maturity and Bt
securities securities receivables Total
WM T DY DTy v WM T
HK$'m HK$'m HK$'m HK$'m
Sovereigns 70,274 1,079 - 71,353
Public sector entities 9,202 12,481 - 21,683
Banks and other financial
institutions 70,576 71,426 12,595 154,597
Corporate entities 21,313 20,407 - 41,720
171,365 105,393 12,595 289,353
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Notes to the Interim Financial Information (continued)

19. Investment in securities (continued)

Available-for-sale and held-to-maturity securities are analysed as follows:

ATk A 2 FiH 2SI I UE S
Available-for-sale Held-to-maturity
securities securities
2009 2008 4= 2009 4 2008 4=
6 H30H 12 31H 6 H30H 12 31 H
At 30 June At 31 December At 30 June At 31 December
2009 2008 2009 2008
WHEAL WM E T BHEAT WM E T
HK$’'m HK$'m HK$’'m HK$'m
Treasury bills 47,356 60,980 1,398 100
Certificates of
deposit held 12,220 7,355 8,062 11,376
Others 125,488 103,030 75,626 93,917
185,064 171,365 85,086 105,393
20. Investment properties
2009 E 2008 4
6 H30H 12 H31H
At 30 June At 31 December
2009 2008
WHEATT wmE T
HK$’'m HK$'m
At 1 January 7,727 8,058
Disposals (25) (186)
Fair value gains/(losses) (Note 11)
527 (132)
Reclassification from/(to) properties, plant and
equipment (Note 21)
85 (13)
8,314 7,727

At period/year end
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21. Yple, T ERER

21. Properties, plant and equipment

&, FE
e
Equipment,
)Y fixtures and Bt
Premises fittings Total
WME AT WREAT whEsT
HK$’'m HK$’'m HK$’'m
T 20091 H1HZ Net book value at
et 1 January 2009 20,105 2,683 22,788
B Ry Additions - 148 148
A Disposals (3) (6) (9)
AL Revaluation 1,419 . 1,419
AWFIH CHHE 100 Depreciation for the period (Note 10) (187) (308) (495)
V5 e et ' and /N4 Reclassification to investment
(P 200 properties (Note 20) (83) (2) (85)
+ 200946 H30HZ Net book value at
IQIREEIEN 30 June 2009 21,251 2,515 23,766
T-2009 46 H 30 H At 30 June 2009
A B AL Cost or valuation 21,251 6,273 27,524
ST IE A% Accumulated depreciation and
impairment - (3,758) (3,758)
T 200946 A 30 HxZ Net book value at
i T 7471 30 June 2009 21,251 2,515 23,766
T 20081 H1HZ Net book value at
i T 7471 1 January 2008 20,783 2,505 23,288
Bl Additions 42 772 814
45 Disposals (68) (5) (73)
A Revaluation (265) - (265)
AREREYTIH Depreciation for the year (400) (590) (990)
FERSALYNAE RS YN Reclassification from investment
(P 200 properties (Note 20) 13 - 13
W 25 Exchange difference - 1 1
T2008 12 H31 HZ Net book value at
JLQIRELRIEN 31 December 2008 20,105 2,683 22,788
T-20084-12 A 31 H At 31 December 2008
A BRAR A Cost or valuation 20,105 6,209 26,314
ST IH B A% Accumulated depreciation and
impairment - (3,526) (3,526)
T 2008 412 H31 HZ Net book value at
i T 747+ 31 December 2008 20,105 2,683 22,788
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Tgﬁ)ﬁ%ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

21. Yk T BERER 21. Properties, plant and equipment (continued)

()
W& FE
e
Equipment,
Bre fixtures and Bt
Premises fittings Total
WwhEAT WHE AT WHEHT
HK$’'m HK$’'m HK$’'m
Bk B 7 22 AR BA AR 53 The analysis of cost or valuation of
T F e the above assets is as follows:
1-2009 426 A 30 [ At 30 June 2009
Fe i AME At cost - 6,273 6,273
SN At valuation 21,251 - 21,251
21,251 6,273 27,524
T2008 412 A 31 H At 31 December 2008
Yo AME At cost - 6,209 6,209
FeAb(H At valuation 20,105 - 20,105
20,105 6,209 26,314
22. HER® 22. Other assets
2009 &£ 2008
6 H30H 12 H31H
At 30 June At 31 December
2009 2008
WHE AT VATTREa b
HK$’'m HK$'m
W ml % 7= Repossessed assets 90 124
G Precious metals 2,014 1,347
IS I B A} 5 Accounts receivable and prepayments 18,262 13,084
20,366 14,555
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Tgﬁ)ﬁ%‘ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

23. AFEZETARZ  23. Financial liabilities at fair value through profit or loss
Z &R SR

2009 £ 2008 &
6 H30H 12 31 H
At 30 June At 31 December
2009 2008
WHEHAT WwmE NIt
HK$’m HK$'m
A T A A Trading liabilities
- MRS TR A - Short positions in Exchange Fund Bills 6,255 12,141
L AN ST A7 N Financial liabilities designated at fair value through
155 119 4 il 7 £t profit or loss
- SikMEAT R (B 24) - Structured deposits (Note 24) 3,767 8,939
- RATZ AL - Certificates of deposit issued 840 858
4,607 9,797
10,862 21,938
2009 £ 6 H 30 HAtwH The carrying amount of financial liabilities designated at fair value through profit or loss as at
PAA AR AR A6 o AN 26 7 30 June 2009 is more than the amount that the Group would be contractually required to pay
4 Wl A7 £ 10 N T AL LU A B at maturity to the holders by HK$7 million (31 December 2008: HK$5 million). The amount of
FF 2030 H 4w AT T RF change in the fair values of financial liabilities at fair value through profit or loss, during the
ANZE&MEZUT 7 8l period and cumulatively, attributable to changes in credit risk is insignificant.

JG (2008 4 12 H 31 H:
M5 HATL) o HfEL
W AZ A 5 AR A
TN fi 2 < il B ot 2
SPAE AR ) A CLLAG T P B
SR IFAE K.
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Notes to the Interim Financial Information (continued)

24. Deposits from customers

2009 2008 4
6 H30H 12 431 H
At 30 June At 31 December
2009 2008
BHEAT WM T
HK$’'m HK$'m
Current, savings and other deposit accounts (per
condensed consolidated balance sheet) 823,855 805,866
Structured deposits reported as financial liabilities at
fair value through profit or loss (Note 23)
3,767 8,939
827,622 814,805
Analysed by:
Demand deposits and current accounts
- corporate customers 46,681 35,946
- individual customers 12,944 10,175
59,625 46,121
Savings deposits
- corporate customers 129,570 116,278
- individual customers 321,929 261,355
451,499 377,633
Time, call and notice deposits
- corporate customers 117,682 153,376
- individual customers 198,816 237,675
316,498 391,051
827,622 814,805
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Notes to the Interim Financial Information (continued)

25.

26.

Other accounts and provisions
2009 £ 2008 4=
6 H30H 12 31 H
At 30 June At 31 December
2009 2008
WBMmEAL wmmE T
HK$’'m HK$'m
Dividend payable 3,469 -
Other accounts payable 29,345 33,086
Provisions 410 576
33,224 33,662

Assets pledged as security

As at 30 June 2009, liabilities of the Group amounting to HK$6,145 million (31 December
2008: HK$12,141 million) were secured by assets deposited with central depositories to
facilitate settlement operations. In addition, the liabilities of the Group amounting to HK$4,875
million (31 December 2008: 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$11,427 million (31 December 2008: HK$12,243 million) included in
“Trading securities” and “Available-for-sale securities”.
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

27. Deferred taxation

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 2009 and the year
ended 31 December 2008 are as follows:

4E K T 322008412 H
BTHIEFHZABZINT -
200946 A30H
At 30 June 2009
pite: &7 He
B YR ER
Accelerated Y E VRAEHE & Other
tax Property F#HR Impairment  temporary Bk
depreciation _ revaluation Losses allowance  differences Total
WHHEAT WHEAT WHEAX WWmEARK WHEEAT WBHEAT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
+ 2009 4 At 1 January
1310 2009 545 3,464 (19) (254) (984) 2,752
TRZ R (Credited)/
P RED charged to
/ ZH condensed
(P 13) income
statement
(Note 13) (19) 98 2 7 38 126
AL Eh S Charged to equity
AU Y &) and minority
interests - 195 - - 552 747
T 2009 4F At 30 June 2009
6 A 30 H 526 3,757 (17) (247) (394) 3,625
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Notes to the Interim Financial Information (continued)

27. Deferred taxation (continued)

2008 4212 H 31 H
At 31 December 2008

I IH Ry
Ga B B2
Accelerated b/ IAH T Other
tax Property EEI] Impairment temporary Bt
depreciation revaluation Losses allowance differences Total
wmE T WwME T wmE T wmmEin WmEAT WmENTT
HK$'m HK$’'m HK$'m HK$'m HK$’'m HK$’'m
+ 2008 F At 1 January 2008
1H1H 533 3,777 ) (169) (182) 3,957
T E RN Charged/(credited)
S/ to income
€/4ED) statement 12 (200) A7) (85) (75) (365)
PRI g A b Credited to equity
A E Y &) and minority
interests - (113) - - (727) (840)
T- 2008 4 At 31 December
12 A 31 H 2008 545 3,464 (19) (254) (984) 2,752

AV BUR R DA B
B L B B IR
10368 ST P % ] — VA AL
Ry WIALEEAS BTE NI 3T
BUIp% 7 5 38 S Bd 30 47 o L
MR . T AER a3
PR NIk L
WA TEERiE

B AL B
BIEBL I

BIERLIEE ™ Gt 12 M H
ELA4EID)

HBIERLI S g GREIL 12
JA3LAD

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:

2009 & 2008 4
6 H30H 12 31 H
At 30 June At 31 December
2009 2008
WHEATT WM E )Tt
HK$’'m HK$'m
Deferred tax assets (54) 47)
Deferred tax liabilities 3,679 2,799
3,625 2,752
2009 £ 2008 &
6 H30H 12 H31H
At 30 June At 31 December
2009 2008
WIHEATT WwME It
HK$’'m HK$'m
Deferred tax assets to be recovered after more than
twelve months (54) (47)
Deferred tax liabilities to be settled after more than
twelve months 4,062 3,762
4,008 3,715
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27. Deferred taxation (continued)

Notes to the Interim Financial Information (continued)

The deferred tax charged/(credited) for each component of other comprehensive income

during the period is as follows:

Fair value changes of available-for-sale securities

Revaluation of premises

129

PELHE ARG 2
2009 £ 2008 4

6 530H 61300
Half-year ended Half-year ended
30 June 30 June
2009 2008
EWHEAT RN
HK$’'m HK$'m

552 (236)

195 257

747 21
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Elzgj)la‘%ﬁﬂl}ﬁﬁ Notes to the Interim Financial Information (continued)

28. G1EHR 28. Subordinated liabilities
TS
Carrying amount
2009 £ 2008 4=
6 H30H 12 H31H
At 30 June At 31 December
4 Principal amount 2009 2008
BMEAL wmmE T
HK$’'m HK$'m
JEEESEEK Subordinated loans
6.6 fLMKZ'* EUR 660m* 7,215 7,210
25 {03 i+ USD 2,500m** 19,389 19,394
26,604 26,604
A S SR AS ) R P R A BOCHK obtained floating-rate subordinated loans from BOC, the intermediate holding
Al EARAT IR AR S R R company. The subordinated loans are repayable prior to maturity after the first 5-year
G AR R  JE A bk T 1 tenure at the option of the borrower. Amounts qualified as supplementary capital for
5 SRR regulatory purposes as shown in Note 3.4(b).
ZIEPE TR  F IR R
] A Sk B 0 s A 2 G B BR
AR, T 3.4(b)H 41
TNo
* R H AT, AR * Interest rate at 6-month EURIBOR plus 0.85% for the first 5 years, 6-month EURIBOR plus 1.35% for the remaining
Fh6A H W oT AT [k A5 & tenure payable semi-annually, due June 2018.
0.85%, T4 IR A4 64> 1]
W e AR AT [k 5 R i 1.35% ,
20184£6 H F11.
e R RS H A, SR ** Interest rate at 6-month LIBOR plus 2.00% for the first 5 years, 6-month LIBOR plus 2.50% for the remaining tenure
64 HAG HARAT R AR B payable semi-annually, due December 2018.

2.00%, A IFIZ K64 1
1 SR AT [ R 8 B 2.50%
2018412 1 3.
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29. A 29. Share capital
2009 £ 2008 4
6 530 H 12 H31H
At 30 June At 31 December
2009 2008
WHEAT wmmE T
HK$’'m HK$'m
1EE: Authorised:
100,000,000,000 J&4E/1 100,000,000,000 ordinary shares
THE#E T 1.00 Jo2 3 iH of HK$1.00 each
lii'a 100,000 100,000
CRAT RS Issued and fully paid:
43,042,840,858 i 1% 43,042,840,858 ordinary shares
M M 1.00 Jo.2 %50 of HK$1.00 each
lii’s 43,043 43,043
30. fiE& 30. Reserves
A AIA B AT A it £ The Group’s reserves and the movements therein for the current and prior periods are
SRR BN LT A 52 presented in the condensed consolidated statement of changes in equity on pages 52 to
% 53 T MiELEG R 53.
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31. HELZESIELER 31. Notes to condensed consolidated cash flow statement

(a) BHAIS5HBBLAT
ZENE2 R

(a) Reconciliation of operating profit to operating cash (outflow)/inflow
before taxation

/ WASTK
PELHED PARL R
2009 £ 2008 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2009 2008
WHEAT W E )Tt
HK$’'m HK$'m
2o i Operating profit 7,564 7,786
#TIH Depreciation 495 478
TRAEIE £ ik A Net charge of impairment allowances 1,115 2,227
PrELAE R4 Unwind of discount on impairment (8) (21)
O 2 Bk (HkR Advances written off net of recoveries
EE<) (213) 86
Ja 2SR RS H Interest expense on subordinated liabilities 533 6
JREH T 342 Change in cash and balances with banks and
A RARAUT I other financial institutions with original
BRI R maturity over three months
) 13,201 17,866
JREIH B 34N H 2 Change in placements with banks and other
1T R E R LA financial institutions with original maturity over
K2 ABH) three months (18,391) (627)
A PAER T A 2 Change in financial assets at fair value through
SRl 2 AR ) profit or loss 1,001 2,443
frA A T 2 B 5) Change in derivative financial instruments (5,318) (297)
PER I E K2 A5 Change in advances and other accounts (15,579) (66,901)
UEFF 9t 2 AR F) Change in investment in securities 5,614 33,400
HEB " 242 Change in other assets (5,818) 7,668
AT B I e i 2 Change in deposits and balances of banks and
AP R L ARE) other financial institutions (11,663) 21,026
AR A 2 Change in financial liabilities at fair value
SRt AR E) through profit or loss (11,076) 708
HIAERZ AL H) Change in deposits from customers 17,989 27,421
TP AR RAT 25145 Change in debt securities in issue at amortised
UEFF A F) cost (906) 667
BRI S HE % 2 A2 ) Change in other accounts and provisions (3,907) (10,688)
WS ZE%0 Exchange difference - 199
MBIRTEE RS G Operating cash (outflow)/inflow before taxation
1 /WA (25,367) 43,447
ZENL S 2 AT Cash flows from operating activities included:
45 -
- CHCRLE — Interest received 13,086 18,881
- OARLE — Interest paid 4,154 7,924
- C R — Dividend received 11 9
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ngj)la‘%ﬁﬂlﬁ& Notes to the Interim Financial Information (continued)

31. WELEAPLRER 31. Notes to condensed consolidated cash flow statement (continued)

BiE (8

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

G

T A7 B 4 e s 20391 H
7 3 MW ZAER
7 B @bl
PN

JREHIHAE3 N T A Z
AT R Ae el
aEEZ N

IR HAE3 N T Z
JE 5

JREHHAE3 N TN Z
P 2 AF IR

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
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2009 2008

6 H30H 6 /130 H
At 30 June At 30 June
2009 2008
WwhEAT W H JI 0
HK$’'m HK$'m
100,968 173,271
27,156 10,847
19,412 12,820
1,000 1,816
148,536 198,754




BANK OF CHINA (HONG KONG) LIMITED

@ ¥ 5 4L £r(mm)amAT

I 25 BB
(8

32. EAR SR KA&ATR

BAR B £ S 7 AH P A I
BN A5 LB B AR
M GRS A A
ZR:

PR
55 K IR SA
555 K BRI
R S T 46 A
B2 K
FoekdE, JEIH K
- —ERBLF
- R

TR BE KU A Hn

BT RS A B AR
CHRATE CBEAD B
T BRI A ST
ZAFU ARG L Z W
FHIEAT 5%

Notes to the Interim Financial Information (continued)

32. Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant class of contingent
liability and commitment and the corresponding aggregate credit risk weighted amount:

Direct credit substitutes

Transaction-related contingencies

Trade-related contingencies

Commitments that are unconditionally cancellable
without prior notice

Other commitments with an original maturity of
- up to one year
- over one year

Credit risk weighted amount

2009 F 2008 4E

6 H30H 12 H31H
At 30 June At 31 December
2009 2008
whEAT wmMmE T
HK$’'m HK$'m
1,745 1,419
7,522 10,153
26,020 22,481
127,688 103,684
25,766 63,257
45,083 52,400
233,824 253,394
31,291 40,252

The credit risk weighted amount is calculated in accordance with the Banking (Capital)
Rules. The amount is dependent upon the status of the counterparty and the maturity

characteristics of each type of contract.
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Notes to the Interim Financial Information (continued)

33. Capital commitments

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

financial information:

2009 £ 2008 &

6 H30H 12 31 H

At 30 June At 31 December

2009 2008

WMmEHIT WwmE LT

HK$’m HK$'m

Authorised and contracted for but not provided for 148 121
Authorised but not contracted for 6 15
154 136

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

(a) As lessee

The Group has commitments to make the following future minimum lease payments

under non-cancellable operating leases:

PR SAT 2 B A A 4«
2009 £ 2008
6 H30H 12 ;131 H
At 30 June At 31 December
2009 2008
WIHE AT WwME T
HK$’'m HK$'m
Tt S Land and buildings
- AN 1A - not later than one year 396 424
-1EM ER B AEN - later than one year but not later than five
years 457 531
-5 5 - later than five years 6 14
859 969
AR R 2 Certain non-cancellable operating leases included in the tables above were subject to
2805 0 29 ] T R & renegotiation and rent adjustment with reference to market rates prevailing at specified
Z Wi H W 2 e agreed dates.
TR 43
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34, Z'EME A (42)  34. Operating lease commitments (continued)

(b) fERHFN (b) As lessor
RAE A AT 2 408 The Group has contracted with tenants for the following future minimum lease
TEL, FHNARERYS receivables under non-cancellable operating leases:
MEZITGAZRKE
KB Z AR 4
2009 & 2008 4
6 530 H 12 31H
At 30 June At 31 December
2009 2008
BMEAT BmmE T
HK$’'m HK$'m
ot ST Land and buildings
- AR 1A - not later than one year 317 270
-1HL EE S5 HER - later than one year but not later than five
years 292 234
609 504
A A UL L 5T A The Group leases its investment properties under operating lease arrangements, with
HLH B Pl 5 R 55447 leases typically for a period from one to three years. The terms of the leases generally
WHH 1 ER 34, il require the tenants to pay security deposits and provide for periodic rent adjustments
25— M BSR4 according to the prevailing market conditions. None of the leases include contingent
KEARAIE 4x B R Y FHL 25 T rentals.
L RO AR 4 . T
AL FEA 45 A A
4.
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35. AFEME 35. Segmental reporting
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The Group has adopted the new HKFRS 8 “Operating Segments” effective this year. After
assessing the internal financial reporting process, it was concluded that the original
segments classification has already complied with the new standard. However, consistent
with internal management reporting, the charge on inter-segment funding has changed
from the corresponding money market rates to money market rates adjusted with
pre-determined margins. These margins reflect differentiation based on product features.
Since the impact of this change on prior year figures is immaterial, no restatement has
been made.

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, profits
before tax and assets are derived from Hong Kong.

Information about the three business segments is provided in segmental reporting. They
are Personal Banking, Corporate Banking and Treasury. The classification of the Group’s
operating segments is based on customer segment and product type, which is aligned with
the RPC (relationship, product and channel) management model of the Group.
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35. Segmental reporting (continued)

A NERAT R ANV AR AT ML 5%
2R3 45 P A T I AR AT IR
%5 N NATIE 552 72 i 5
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PO BN S o KT S5
£ 2 8] BF < 2 e R A
o WS AT N HR BT e B
AL -

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, equity investments 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 on market rates according to the areas occupied. For
management overheads, allocations are made on reasonable bases. Inter-segment
funding is charged according to the internal funds transfer pricing mechanism of the Group.
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35. Segmental reporting (continued)

Net interest
income/(expenses)

- external

- inter-segment

Net fees and commission
income/(expenses)

Net trading
income/(expenses)

Net gain 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

Net gain from disposal
offfair value
adjustments on
investment properties

Share of profits less
losses of associates

Profit before taxation

ARG 2009 4E 6 A 30 H
Half-year ended 30 June 2009

Notes to the Interim Financial Information (continued)

MARIT APARAT oo He /Nt AR GA
Personal Corporate Treasury Others Subtotal Eliminations Consolidated
WhEAT WHEAT WhHEAT BHEAT  WBHEAT WHELT WHEAT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
902 3,027 4,440 (2) 8,367 - 8,367
1,947 (383) (1,526) (38) - - -
2,849 2,644 2,914 (40) 8,367 - 8,367
1,970 1,100 (4) 39 3,105 (31) 3,074
236 67 587 1) 889 - 889

- - 180 - 180 - 180

- - 67 - 67 - 67

12 30 2 879 923 (680) 243
5,067 3,841 3,746 877 13,531 (711) 12,820
(80) 133 (1,168) - (1,115) - (1,115)
4,987 3,974 2,578 877 12,416 (711) 11,705
(2,771) (1,039) (394) (648) (4,852) 71 (4,141)
2,216 2,935 2,184 229 7,564 - 7,564

- - - 525 525 - 525

- - - 1 1 - 1

2,216 2,935 2,184 755 8,090 - 8,090
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35. Segmental reporting (continued)

At 30 June 2009
Assets

Segment assets
Interests in associates

Liabilities
Segment liabilities

Half-year ended
30 June 2009
Other information

Additions of properties,

plant and equipment
Depreciation

Amortisation of securities

PLELLH T 2009 4E 6 H 30 0
Half-year ended 30 June 2009

Notes to the Interim Financial Information (continued)

MANEYT AAVARAT y7alle8 He it BIHRE oy
Personal Corporate Treasury Others Subtotal Eliminations  Consolidated
WHEAG  WEEAT  BTEAT BTEAT BWAAR HEHEAT WHEIL
HK$’'m HK$’m HK$’m HK$’m HK$’m HK$’'m HK$’m
169,513 338,687 581,630 32,232 1,122,062 (6,562) 1,115,500
- - - 86 86 - 86
169,513 338,687 581,630 32,318 1,122,148 (6,562) 1,115,586
558,739 293,447 169,588 11,099 1,032,873 (6,562) 1,026,311
5 - - 143 148 - 148

141 7 52 231 495 - 495

- - (310) - (310) - (310)
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35. Segmental reporting (continued)

Net interest
(expenses)/income

- external

- inter-segment

Net fees and commission
income/(expenses)

Net trading
income/(expenses)

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 of impairment
allowances

Net operating income

Operating expenses

Operating profit

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

ARSI A 2008 456 H 30 H
Half-year ended 30 June 2008

Notes to the Interim Financial Information (continued)

AT AMVARAT il He Ny GRS i
Personal Corporate Treasury Others Subtotal Eliminations Consolidated
WIME T WmEoe WhETG WIMET WmE T WM E )T WM JIoT
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
(1,950) 3,092 8,319 3 9,464 - 9,464
5,280 (120) (4,863) (297) - - -
3,330 2,972 3,456 (294) 9,464 - 9,464
2,141 1,012 (2) (32) 3,119 (52) 3,067
370 90 898 (121) 1,237 - 1,237

- - (92) - (92) - (92)

- - 128 - 128 - 128

21 30 1 885 937 (706) 231
5,862 4,104 4,389 438 14,793 (758) 14,035
(18) (60) (2,149) - (2,227) - (2,227)
5,844 4,044 2,240 438 12,566 (758) 11,808
(2,879) (1,081) (431) (389) (4,780) 758 (4,022)
2,965 2,963 1,809 49 7,786 - 7,786

- - - 710 710 - 710

- - - 6 6 - 6

- - - 8 8 - 8

2,965 2,963 1,809 773 8,510 - 8,510
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35. Segmental reporting (continued)

At 31 December 2008
Assets

Segment assets
Interests in associates

Liabilities
Segment liabilities

Half-year ended

30 June 2008

Other information

Additions of properties,
plant and equipment

Depreciation

Amortisation of securities

AELE ST 4 2008 4E 6 H 30 H
Half-year ended 30 June 2008

Notes to the Interim Financial Information (continued)

AN AARAT 2 He N7 BT oy
Personal Corporate Treasury Others Subtotal Eliminations Consolidated
WETH I WMEoe WM WMEC WIHETT W I WH )7
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
165,148 324,606 603,965 30,984 1,124,703 (6,795) 1,117,908
- - - 88 88 - 88
165,148 324,606 603,965 31,072 1,124,791 (6,795) 1,117,996
523,682 309,254 203,481 6,159 1,042,576 (6,795) 1,035,781
4 1 - 21 216 - 216

133 65 52 228 478 - 478

- - (73) - (73) - (73)
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36. TEZXHXEANLAR 36. Significant related party transactions

5

FRENTIRA R HE
SRR Sy — 7, BT
W BB B 2278 YR 7 1H 1)

TIATHEE IR Z N
A K77 2SR, AR
A REN L AHREN
LA A S E A
A N R IR [ 55 [ i o
I B AR T A A
(TP LB 2w v
P B RS2 T
(e D Bt ayia bl
a2 AT, AR
JATHER

AAEPHE E A5
RIEN AR LR A 1%
RBE o BLAEAC 5 5 AL TR
Hg 5 =F A5 Pl E 1
ZFeakA L, JFTE AR AL
H

R o

AR EARIENLTH
WHHT 2 A S BT

(a) FEBITREAAFR
PHERZ B=H K

12009 4F 6 H 30 H,
Il B B 2 ) o [ AT
NSRS T A T8 =
IR 82.41 12
JG (2008 4F 12 H 31
H: ¥ 69.80 120>

SR LR. AT
AZERE =048
20% 2 AR 2 o

Related parties are those parties that have the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and
operating decisions. Parties are also considered to be related if they are subject to common
control. Related parties may be individuals or other entities. The Group is subject to the
control of the State Council of the PRC Government through China Investment Corporation
(“CIC”), its wholly-owned subsidiary Central Huijin Investment Ltd. (“Central Huijin”), and
BOC in which Central Huijin has controlling equity interests.

The Group provides loans and credit facilities to related parties in the normal course of
business. Such transactions are conducted with terms that are no more favourable than
those contracted with third party customers of the Group.

Transactions with related parties, which the Group entered into during the period are
summarised as follows:

(a) Advances to third parties guaranteed by BOC group companies

As at 30 June 2009, BOC, the intermediate holding company, provided guarantees for
loans in favour of the Group amounting to HK$8,241 million (31 December 2008:
HK$6,980 million) to certain third parties. BOC held equity interests of not more than
20% in these third parties.
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36. TEZXHXEANLAR 36. Significant related party transactions (continued)
5 (8

(b) 5FEBITEFAAT (b) Summary of transactions entered into during the ordinary course of
TEIEH b 45 6 3t business with BOC group companies
TR THE

HARITZ HEBERA The aggregate income and expenses arising from related party transactions with the
HL HEER AR A immediate holding company, the intermediate holding companies, associates of the
AT 2 W8 A | b [ Bank as well as subsidiaries and associates of BOC are summarised as follows:
HAT 2 Bt I 2 W) A

A HEPIE A RENT:

LGB BB &

TR

PR 2009 4E 6 A 30 H
Half-year ended 30 June 2009

EmKE
R
Immediate and
intermediate HeFREAL
Pt holding BREATW Other related
Notes companies Associates parties
WHEHAT WHEAT WHEAT
HK$’'m HK$’'m HK$’'m
WA T H - Income statement items:
FlE N Interest income (i) 188 - 24
RS Interest expense (i) (601) - (29)
R B A 4 Insurance commission
GFED received (net) (iii) - - 41
E / AT B Administrative services
M55 2 fees received/
receivable (iv) 14 - 9
i/ RO 4 Rental fees
received/receivable (iv) 2 - 33
O/ MAHE Credit card commission
4 G4 paid/payable (net) (v) (23) - 2)
O/ NATIE 240 Securities brokerage
4 G0 commission
paid/payable (net) (v) - - (195)
O/ AT 5% Rental, property
LN A= YIRS management and
R letting agency fees
paid/payable (v) - - (50)
Ol A i 4 Funds selling
commission received (vi) - - 20
COBAREARAT L 5% Correspondent banking
gl fee received (vii) 2 - -
C BT R 45 2 Loans services fees
received - - 1
WEHME CoHD / Net trading
g (losses)/gains (8) - 8
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Notes to the Interim Financial Information (continued)

36. TEZXHXEANLAR 36. Significant related party transactions (continued)
5 (&)

(b) SHEBTRAAF

7 1E W e 553 il P 3
T2 XA MHE (8

Wi A 2 H -
FRHA
RS
s fR e <

GFHD
T / AT B
Jik 25 2 A

i/ RO <

e/ BAE
e GFHD

O/ NAHIESRZ L
e GFED

CAT / RATALSS
P AE B KA 55
FRRLZEH]

TSR R B
TSR AT 55

HH
A o5 45

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

RS 5A 2008 4F 6 A 30 H
Half-year ended 30 June 2008

IR Y AUIEEA
}/ HT‘-/\
Immediate and
intermediate HeHRKIENL
B holding i /N Other related
Notes companies Associates parties
M 7T WM T WM 7T
HK$'m HK$'m HK$'m
Income statement items:
Interest income (i) 574 - 7
Interest expense (i) (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. TEZXHFREANLAR 36. Significant related party transactions (continued)
5 (&)

(b) 5HEBRTRAAT

7 1E M 2538 Y
T2 R HE (8

PSRRI |
LTI 4 L AEARAT
S e AL
FUES
— 2+ AHANE
Wz WIr ke
SRR

WNAHARE T A
AL AR

A T

P 20

RAT S He il
HURZ A7 e
@R

AR

A e T HL 545

SRR
A5
i A

R Kk

Notes to the Interim Financial Information (continued)

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

200946 H30H
At 30 June 2009

ERRRE
BERAT

Immediate and

intermediate HEFXREAL
Uipas holding BE AT Other related
Notes companies Associates parties
WHEHAT WHEAT WHEHAT
HK$’'m HK$’'m HK$’'m
Balance sheet items:
Cash and balances
with banks and
other financial
institutions 0] 18,765 - 43
Placements with
banks and other
financial
institutions
maturing between
one and twelve
months (i) 38,051 - -
Financial assets at
fair value through
profit or loss 546 - -
Derivative financial
instruments
assets (viii) 81 - 1
Advances and other
accounts (i) 391 - 2,419
Investment in
securities (i) 1,216 - -
Other assets (ix) 61 - 3,787
Deposits and
balances of banks
and other financial
institutions (i) 19,702 - 306
Deposits from
customers (ii) 447 43 17,077
Derivative financial
instruments
liabilities (viii) 73 - 6
Other accounts and
provisions (ix) 3,532 - 3,074
Subordinated
liabilities (x) 26,604 - -
Off-balance sheet
items:
Contingent liabilities
and commitments (xi) 657 - 3,427
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36. TEZXHFREANLAR 36. Significant related party transactions (continued)
5 (&)

(b) 5HEBITEBAF

#E I HO %5 A i
ITZRGMHE (8

BRI H -
JEAF L MAERAT
PLEN Ty IR

ESES
—EF_ANHANE

W2 T Kite

i AR T

AR N IR]
L R

FrE i TH 3™

Do I R

3%

eyt

HUT B3
WU 2 173 e
PN

PR

R i T LA 3

FLre T e 2%

a3t

BRI E :
AR A5 S kAR

business with BOC group companies (continued)

2008 £ 12 H 31 H
At 31 December 2008

Notes to the Interim Financial Information (continued)

(b) Summary of transactions entered into during the ordinary course of

NER Y Ak
A
Immediate and

intermediate AT &N
BT holding e A Other related
Notes companies Associates parties
WwmE NIt WwmE LT WwmE LT
HK$'m HK$'m HK$'m
Balance sheet items:
Cash and balances
with banks and
other financial
institutions (i) 25,614 - 26
Placements with
banks and other
financial
institutions
maturing between
one and twelve
months (i) 8,489 - -
Financial assets at
fair value through
profit or loss 618 - -
Derivative financial
instruments
assets (viii) 782 - 4
Advances and other
accounts (i) 1 - 1,619
Investment in
securities (i) 1,280 - -
Other assets (ix) 55 - 1,960
Deposits and
balances of banks
and other financial
institutions (ii) 31,497 - 463
Deposits from
customers (ii) 445 46 10,971
Derivative financial
instruments
liabilities (viii) 68 - 161
Other accounts and
provisions (ix) 99 - 2,210
Subordinated
liabilities (x) 26,604 - -
Off-balance sheet
items:
Contingent liabilities
and commitments (xi) 9,037 - 4,227
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36. TEZXHFREANLAR 36. Significant related party transactions (continued)
5 (&)

(b) SHEBTRAAF

7 1E W e 553 il P 3
T2 XA MHE (8

i

(i) FEEA

A4 WA IE b 5%
L e R AR AT 4R 1
AT AL S
L3 4% 2 L B M AE
AT AL e S L
IR &A% S AF K IR
T BB R P ARk
FUE DR o AT
Sy 5 AR B E
B H A S BTAT
Kt a5 AR L,
TFT =AML

(i) LB

A £ W AE IE Wb 55
ks EARAT &
M2 7 2 Al A7 3K
RAesk. wM. k&
RILedra, Wi
I Z A i AT -
A VTR R B
b 28 PRk &
AP ES-ZN

(iii) SMARKREH/C

AR & (G0

A £ WA 1E Wb 55
Hh ) TR R AT 4
AEIE R e
i 55 B ey 3% — BE AR
o ke i
Itirtg AT .

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

Notes:

U]

(ii)

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 subordinated loans
is charged at the contracted rate as denoted in Note 28.

(iii) 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.
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Notes to the Interim Financial Information (continued)

36. TEZXHXEANLAR 36. Significant related party transactions (continued)
5 (&)

(b) 5HEBRTRAAT
7 1E M 2538 Y
T2 R HE (8

Mg (8D

(iv) Tl / B AT BUR

(v

~

SHEME

A4 PAE IE Wk 5%
Hh i AR AT 4
A PR PR
RS NN 3 S
T 85 I 2 % TRAT I
R4, EEEEAN
5% 1) JE Al SR Y B
H. tah, AR R
Hh ] AR AT 4 [ 2
o I 2 T 0 A
WS A L
s

Stz o

Bt/ MAH e, M
% WNLEE RN
REFA

A A PIAE IE Ol 55
ot fE MR 2 AT B
EREHET RS S AIE
FFRLMRSS A
B LS5 ACEL SO A
P 7 AR AT 42
M ~w] s I 1 E R
AT 8 W 7] SCAT AL
55 AT 2
4 I 2T
FEIEH S5 AT .

(vi) BRESHERE

AR A A IE W 55
e AR %
HETT RS R — (]
[ AR AT 5 1 2 W)
He B i T IR
S5y BNV R
I 2 A I i AT -

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

Notes: (continued)

(iv)

V)

(vi)

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.

Commission, rental, property management and letting agency 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.
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36. TEXHKEANLA  36. Significant related party transactions (continued)
5 (8

(b) 5FEBITEAAT (b) Summary of transactions entered into during the ordinary course of
7 1E 7 b 5% Bl A business with BOC group companies (continued)
T RGIHE (8)

s (8D Notes: (continued)
(vii) ERAREBITILE (vii) Correspondent banking fee received
A
rp R AR AT AR IE In the ordinary course of business, BOC provides services to the Group’s
S AR % customers including remittance services and advising on and collecting letters of
B S H R AT TR credit issued by the Group. The Group shares the fees paid by its customers with
%, Hhaimilak BOC on the basis agreed between the parties from time to time.
SRR IE NS
Al 2 7k 2 A5
HE. AERL
FE 4T X7 # AN I
WOE 2 LAy e 2%
JUAS BT
(viii) F7AE &M T A% (viii) Derivative financial instruments assets/liabilities
7=/ AR
AL P I H In the ordinary course of business, the Group enters into foreign exchange
% h B o [/ #AT contracts and interest rate contracts with BOC group companies. As at 30 June
LR RAFIALT 2009 the aggregate notional amount of such derivative transactions amounted to
HMIE G 4 R HK$12,136 million (31 December 2008: HK$25,236 million) whilst the
&%), T 2009 4 corresponding derivative financial instruments assets and liabilities amounted to
6 A 30 H, %5 HK$82 million (31 December 2008: HK$786 million) and HK$79 million (31
e 24 X December 2008: HK$229 million) respectively. These transactions are executed
BB Al A T at the relevant market rates at the time of the transactions.
12136 {4 JG
(2008 4 12 H
31 H: ¥ M

252.36 14,700, 1
FixH MK Z AT
A 4 b TR B
B AR A5 53 ) A
M 82 T h
(2008 4 12 H
31 H: #m 7.86
{¢.76) JKitsm 7.9
TJiot (2008 4F
12 H 31 H: %M
2.29 1276). A
S il
AT
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36. TEXHREALR 36. Significant related party transactions (continued)
5 (8

(b) 5 HEBITERA (b) Summary of transactions entered into during the ordinary course of
AEEEETERE business with BOC group companies (continued)
WIAITZ AT 5 E
€:9)
ME: (8D Notes: (continued)
(ix) HerErHe (ix) Other assets and other accounts and provisions
T R v %
(el &k Included within “Other assets” and “Other accounts and provisions” are receivables
[ L e I % from and payables to BOC group companies. The amounts mainly represent the
%1 AFET T account receivables from and payables to a subsidiary of BOC in relation to dealing
[E 44T HE 4] 23 7] in securities trading transactions on behalf of the Group’s customers. The
Z MO A receivables and payables arose from transactions carried out in the normal course
B BEEHT of business.
RAE R% 31
S S —[R]
b E AT Bt
N H I B Y
WO R A K o
I A5 AL R SR A
IS NI
W HEBHT AL S
S TAE B
(x) EEf (x) Subordinated liabilities
PRERS T E BOCHK entered into subordinated credit facility agreements with BOC for the
BATEAT Z Gt purposes of capital management. Major commercial terms of the loans are stated in
PRI ALE Note 28.
) DA B

HET M 28
vl

(xi) BRARFf R Ak IH (xi) Contingent liabilities and commitments

A GBI IEF In the ordinary course of business, the Group provides loan facilities and trade
Srihimiz — finance services to, and guarantees for the obligations of BOC and its subsidiaries
MR FCh and associates on normal commercial terms.

FERAT. P RER

AT Z W I8 2 7] K

e 8 W) S ALY

. S S

BERSs Je et

(AR(EE TN
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(c) ZEFEAR
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7 2 N A 1A
PEPEIEH AR TERE B
THIA Je 248, AR
VAL HREL L
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2008 “F 6 J] 30 Hx
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TR pRAREA

Notes to the Interim Financial Information (continued)

36. Significant related party transactions (continued)

(c) 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 2009 and
2008 is detailed as follows:

FELHE AR LR
2009 £E 2008 4=
6 430H 6 730 H
Half-year ended  Half-year ended
30 June 30 June
2009 2008
EREAT EERE W
HK$’'m HK$'m
Salaries and other short-term employee benefits
22 31
Post-employment benefits 1 1
23 32
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36. TEZXHXEANLAR 36. Significant related party transactions (continued)

5 (&)

(d) 5 EBITLUSMGBE (d) Transactions with the parent companies other than BOC (“other parent
AT THERATD companies”) and other companies controlled by Central Huijin
EELeil stz A
RIRATHIRL &
L4 RS ARG Central Huijin is the controlling entity of BOC. It is a wholly-owned subsidiary of CIC
T E ] 55 B kAR R which is a wholly state-owned company engaging in foreign currency investment and
AT s ABUTT management. Central Huijin is approved by the State Council of the PRC Government to
o ERAT . E8 assume the rights and obligations of the equity owner on behalf of the State.
A | LA
B4 B8 A |, i
BEJE AN % G
A L 25 1 A Ak

APALIP

I 4 F 588y Hb Al Central Huijin has controlling equity interests in certain other entities in the PRC.
YA IR S .
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Notes to the Interim Financial Information (continued)

36. TEZXHXEANLAR 36. Significant related party transactions (continued)

5 (&)

(d) 5P ERATUSMEIRE
AR ([ b BERAT D
RIAICeEHZ 2~
AT 5 (40

A G A IE 55 T
551255 4 v BEAT AT
WAsA sy, BIEGEH
RSB R B T
Ay, HTE5H 2 45

A BT AR G IR M

NS AL S

UF

N TEAE AT N B 2
2 Gt

T TR AT B L Ath 4
1N

HRAT K S A 4 R AL
ZAFK

#iz 2009 4 6 1 30
FUUIA], AERHIAE
Al 55w 5 At BE 22 7
BEATHRATI S5 38 5 o

(d) Transactions with the parent companies other than BOC (“other parent
companies”) and other companies controlled by Central Huijin

(continued)

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:

Investment in
securities
Financial assets at

fair value through

profit or loss

Due from banks and

other financial
institutions

Due to banks and
other financial
institutions

2009 2008
FIELED ARG A
6 H30H 6730 F!
ZF BN / ZREWN /
(ZH) GZHD
Interest income/ 6 A 30 H4 4% Interestincome/ 12 £| 31 [1454x
(expense)  oytstanding (expense)  oytstanding
for the six for the six
months ended balance months ended balance
30 June at 30 June 30 June at 31 December
wmEAx BMEAT wmE T VA RED b
HK$’'m HK$’'m HK$'m HK$'m
49 6,286 50 5,479
- 7 - 13
46 3,491 28 3,780
(1) 1,597 (16) 1,214

The Group also entered into banking transactions with the other parent companies
during the six month period ended 30 June 2009 in the normal course of its business.
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Notes to the Interim Financial Information (continued)

36. TEZXHXEANLAR 36. Significant related party transactions (continued)
5 (&)

(e) BB, FEAR

RTLAEEEA L
WHEAT AL 5

SR A8 IE b 55 o
L5 W S e N RS
HRATREAT AT W 5558
Sy AR TN I
JE 25 Je B3 T 3 AL
She

(525 S Iy & AR
et AT
P o w) P ARAT S
J B v sh, EAT
AP AR A ARG
R0 R BT 32 3 BURF L
Foy o AR R B i
BRI 50%
LA e AR sl S A
RE 17 il sl AT AU S S 4
bR W 55 BB 18 UK
ZAb. ALH LK
EEA A KRR
Yo XA YL IEH
W45 AT, EisE
ANJRI R TR 5145
SN AR PAE !
PRAHEZ A7
HRAT 7] b 2 A7 T8
4R

(=5 N D RNE DR Y3
WG ]y He e (R A £
BT RAT 2 A7 5
PEHAMIT I AN
REREMS 5
PBFEITS; K&
PR/ A i
TR AR K BB
%o

(e) Transactions with Ministry of Finance and The People’s Bank of China and

other state-controlled entities

The Group enters into banking transactions with 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), CIC, Central Huijin 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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37. WEhREHE 37. Liquidity ratio
FELEHR ARG A
2009 £ 2008 4
6 H30H 6 J130 H
Half-year ended Half-year ended
30 June 30 June
2009 2008
TRy sl v 4 b A Average liquidity ratio 39.70% 42.47%
TR B T A A LA The average liquidity ratio is calculated as the simple average of each calendar month’s

BRAT WA B T T34 3 average liquidity ratio of the Bank for the period.
4 LU 3 1 1] 20 P S E TE

H.

WA TG LA R AR (AL The liquidity ratio is computed on the solo basis (the Hong Kong offices only) and is in
AT 2451 ) Bt 2 Y J2 LA accordance with the Fourth Schedule to the Banking Ordinance.

PR CE AR A ik 70

Fab) 5.
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

38. Currency concentrations

S~ AREER 5 LA
GHET A2 FEEAMTIN

ok B ST ERREE IV T
B SN A A2 T4
IREEIBLS ] AT

basis of delta-weighted positions of all foreign exchange options contracts.

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

Ho
2009 & 6 £ 30 F!
At 30 June 2009
WA TSE
Equivalent in million of HK$
EH HE Wt g
US Japanese Bk® Australian Pound ARM Hfh#tm Bt
Dollars Yen Euro Dollars Sterling Renminbi  Others Total
N Spot assets 316,569 46,334 41,630 31,018 5,272 70,988 10,066 521,877
LB 515 Spot liabilities (247,182)  (4,419) (24,794) (28,573) (15,441) (68,444) (23,055) (411,908)
TSN Forward purchases 355,234 19,643 26,741 25,445 28,480 26,995 38,187 520,725
Tz WSz Forward sales (412,831) (61,484) (44,127) (28,223) (18,366) (26,824) (25,189) (617,044)
HHA v Net options position 254 - (1) (13) (1) - 2 241
K/ D 5 Net long/(short)
position 12,044 74 (551) (346) (56) 2,715 1 13,891
ey AR R Net structural position 166 - - - - 1,530 - 1,696
2008 =+ 12 5| 31 [!
At 31 December 2008
TSI E]
Equivalent in million of HK$
E H W ek
US Japanese WK% Australian  Pound AR HAhIkm Mt
Dollars Yen Euro Dollars ~ Sterling Renminbi ~ Others Total
BT Spot assets 322,611 45677 39,953 26,578 13,662 69,588 11,006 529,075
LR 745 Spot liabilities (278,441) (10,671) (26,033) (28,009) (16,730) (68,161) (22,252) (450,297)
L DN Forward purchases 328,459 28,024 31,497 17,948 18,249 22282 39,376 485835
T HASE Forward sales (364,547) (62,847) (45,720) (16,688) (15,190) (22,273) (28,126) (555,391)
W0 Net options position 131 2 7 8 ) - 3 142
K/ G A Net long/(short)
position 8,213 185 (296) (163) (18) 1,436 7 9,364
SRR Net structural position 158 - - - - 1,719 - 1,877

157



@

I 25 BB
(8

39. EEMHR

155 R A ) 8 7 o i A
AL o R T 2 A A A 2
DX, T AT S0 T
PAEHLTE AT UG 675
—ROnE . s 2 Ak
NFTAL [ K A SEAANH,
ot 55ty JARAT 22 ¥ b 4y
AT A e A m AL AR
—HEZ, WSk E T
RN PP SY RSl
10% Ek BL_F 2 Ml X5 45 43
B KA e R

2009426 A 30 H
WM, A
- FEA
- HA&

- Hu

JE
- %

St

¥ 5 46 £7 (% %) BAH

BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

39. Cross-border claims

The information on cross-border claims discloses exposures to foreign counterparties on
which the ultimate risk lies, and is derived according to the location of the counterparties after
taking into account any transfer of risk. In general, such transfer of risk takes place if the
claims are guaranteed by a party in a country, which is different from that of the counterparty,
or if the claims are on an overseas branch of a bank whose head office is located in another
country. Only regions constituting 10% or more of the aggregate cross-border claims are
analysed by geographical areas and disclosed as follows:

AFEHH
Public
HUT sector HE Bt
Banks entities Others Total
BMEAT BMmEAL WMEAT whEAT
HK$’'m HK$’'m HK$’'m HK$’'m
At 30 June 2009
Asia, other than
Hong Kong
- Mainland China 93,719 51,503 46,132 191,354
- Japan 17,208 43,756 1,591 62,555
- Others 42117 - 16,436 58,553
153,044 95,259 64,159 312,462
North America
- United States 375 21,457 51,978 73,810
- Others 16,274 935 289 17,498
16,649 22,392 52,267 91,308
Western Europe
- Germany 34,864 1,006 627 36,497
- Others 111,618 2,064 6,215 119,897
146,482 3,070 6,842 156,394
Total 316,175 120,721 123,268 560,164
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BANK OF CHINA (HONG KONG) LIMITED

Elzgj)la‘%ﬁﬂl}ﬁﬁ Notes to the Interim Financial Information (continued)

39. BEMM (8 39. Cross-border claims (continued)
NIHU
Public
AT sector e Bt
Banks entities Others Total
VA RED b M ANE WME T VS TREDibw
HK$'m HK$'m HK$'m HK$'m
T 2008412 H 31 H At 31 December 2008
WP, ANEFERHE Asia, other than
Hong Kong
- E P - Mainland China 62,532 52,228 47,481 162,241
- HA - Japan 19,475 39,462 1,522 60,459
- e - Others 42,366 54 16,293 58,713
124,373 91,744 65,296 281,413
b9 North America
- £H - United States 3,812 29,065 60,801 93,678
- He - Others 20,380 686 150 21,216
24,192 29,751 60,951 114,894
i Western Europe
- - Germany 35,693 664 1,252 37,609
- He - Others 126,866 353 6,946 134,165
162,559 1,017 8,198 171,774
it Total 311,124 122,512 134,445 568,081
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40. Non-bank Mainland China exposures

Notes to the Interim Financial Information (continued)

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 in Mainland China arising from non-bank counterparties are

summarised as follows:

Mainland China entities

Companies and individuals
outside Mainland China where
the credit is granted for use in
Mainland China

Other non-bank Mainland China
exposures

Mainland China entities

Companies and individuals
outside Mainland China where
the credit is granted for use in
Mainland China

Other non-bank Mainland China
exposures

160

200946 H30H
At 30 June 2009

b il b i
RAM B2 ) AN AITEAE
R A RSy ZRAAHEH
On- Off- Individually
balance balance B XA assessed
sheet sheet Total impairment
exposure exposure exposure  allowances
WHEAT WHEEAT WWEARL  WBTHEAT
HK$’'m HK$’'m HK$’'m HK$’'m
81,756 38,683 120,439 37
22,472 16,480 38,952 66
16,341 6,814 23,155 39
120,569 61,977 182,546 142

2008 £ 12 H 31 H
At 31 December 2008

BE7 Aot Ao
KNI 0] AT EAL
ARG AR A A ZIRAEHE
On- Off- Individually
balance balance & KUK H assessed
sheet sheet Total impairment
exposure exposure exposure allowances
WwME T WwmE T wmE T wmE T
HK$'m HK$'m HK$'m HK$'m
79,365 66,107 145,472 53
25,979 13,701 39,680 119
14,095 7,824 21,919 56
119,439 87,632 207,071 228
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

41. Events after the balance sheet date

On 22 July 2009, the Group agreed with the Securities and Futures Commission, the
Hong Kong Monetary Authority and thirteen other distributing banks to make an offer to
eligible customers to repurchase their holdings in all outstanding Lehman Brothers
Minibonds subscribed through the Group (“the Repurchase Scheme”). Details of the
Repurchase Scheme, including the definition of eligible customers and outstanding
Lehman Brothers Minibonds, have been set out in the BOCHK (Holding)’'s announcement
dated 22 July 2009 (the “Announcement”).

As set out in the Announcement, under the Repurchase Scheme, the Group has, without
admission of liability, made an offer to repurchase at a price equivalent to 60% of the
nominal value of the principal invested for eligible customers below the age of 65 as at 1
July 2009 or at 70% of the nominal value of the principal invested for eligible customers
aged 65 or above as at 1 July 2009. If any recovery is made from the enforcement of the
collateral held in respect of a series, the Group will make further payments to eligible
customers who have accepted the Repurchase Scheme. The Group will also make a
voluntary offer to pay an ex gratia amount to customers who would have qualified as
eligible customers but for their previous settlements with the Group, to bring them in line
with the Repurchase Scheme offer. The Group will further make available an amount
equivalent to the total commission income received as a Lehman Brothers Minibonds
distributor of approximately HK$160 million to the trustee of the Lehman Brothers
Minibonds to fund the trustee’s expenses in realising the value of the underlying collateral
in respect of the outstanding Lehman Brothers Minibonds. The aforesaid amount to the
trustee is expected to be provided for in the second half of the year.

The Group estimates that, in addition to the amount that has been paid or committed to be
paid in cases settled or to be settled through its complaints handling process, it will have to
pay out a further sum of approximately HK$3,108 million under the Repurchase Scheme
and the voluntary offer to customers who have previously settled with the Group. The
Group will need to make provisions in the second half of the year for the above
Repurchase Scheme and voluntary offer in accordance with its accounting policies taking
into account the estimated aggregate amount paid and payable of HK$3,626 million, the
provision already made of HK$867 million and the net amount which is recoverable from
the Lehman Brothers Minibonds. At present, the net amount which is recoverable from the
Lehman Brothers Minibonds is uncertain.
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

42, FEFEWLVHHENZE 42, Compliance with HKAS 34

43.

345

A 2009 4 _EAAFEIEK
Wb SR 5 15 A T s 2 o
W23 23 Y AT 2 7 W 2 o
HENIZE 34 5 [HI9II 5531
] R,

EEKHE

UE R 9l i 15 B 8k R
ZATR, I A S E
IkH. #2Z 2008 4 12 H
31 HibZikElk o, ikt
NAENAE KB R %5
Nk H #2009 4F 3 1
24 HRMZ LR E WK
FEHR A o

43.

The interim report for the first half of 2009 complies with HKAS 34 “Interim Financial
Reporting” issued by the HKICPA.

Statutory accounts

The information in this interim report is unaudited and does not constitute statutory
accounts. The statutory accounts for the year ended 31 December 2008 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 24 March 2009.
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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 48 to 162, 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 2009 and the
related condensed consolidated statements of income, comprehensive 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 MMM

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 27 August 2009
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BANK OF CHINA (HONG KONG) LIMITED

Additional Information

1. Subsidiaries of the Bank

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
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$100
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
Rams City (Nominees) Hong Kong Ordinary shares 100.00% Nominee services
Limited * 2 May 1986 HK$2,000,000
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
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
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 *

Arene Trading Limited, Rams City (Nominees) Limited and Yien Yieh (Nominee) Limited commenced member’s voluntary

winding up on 8 June 2009.

Remarks:

26 June 2001

HK$2,000

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. fFE CRATE ()
HERY

2. Compliance with the Banking (Disclosure) Rules

ARGH G2 PSR S
CHAT LAY BUR (AT
(Pige) AN 225K

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

“ABS” Asset-backed securities

“ALCO” The Asset and Liability Management Committee
“ATM” Automated Teller Machine

“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 BOC Hong Kong (Holdings)
Limited

“BOCHK (Holdings)”

BOC Hong Kong (Holdings) Limited, a company incorporated under the laws
of Hong Kong

“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

“CBS” Corporate Banking Services

“CE” Chief Executive

“ClC” China Investment Corporation

“CRO” Chief Risk Officer

“Central Huijin”

Central Huijin Investment Ltd. (formerly known as “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%

“EURIBOR” Euro Interbank Offered Rate

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

“HIBOR” Hong Kong Interbank Offered Rate

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

“HKFRS(s)” Hong Kong Financial Reporting Standard(s)

“HKICPA” Hong Kong Institute of Certified Public Accountants
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BANK OF CHINA (HONG KONG) LIMITED

Definitions (continued)

Terms Meanings
“HK(IFRIC)-Int” Hong Kong (IFRIC) Interpretation
“‘HKMA” Hong Kong Monetary Authority

“Hong Kong” or “Hong Kong SAR”

Hong Kong Special Administrative Region

“PO” Initial Public Offering

T Information Technology
“_IBOR’ London Interbank Offered Rate
“MBS’ Mortgage-backed securities

“Mainland China”

The mainland of the PRC

“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

“NCB (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

“QDII(s)’ Qualified Domestic Institutional Investor(s)

‘RC” The Risk Committee

“RMB” or “Renminbi”

Renminbi, the lawful currency of the PRC

“RMD”

The Risk Management Department

“SME(s)’

Small and medium-sized enterprise(s)

“Stock Exchange”

The Stock Exchange of Hong Kong Limited

“Us”

The United States of America

“VAR’

Value at Risk
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