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Forward-Looking Statement Disclaimer

This presentation and subsequent discussions may contain This presentation and subsequent discussions may contain 
forwardforward--looking statements that involve risks and uncertainties.  looking statements that involve risks and uncertainties.  
These statements are generally indicated by the use of forwardThese statements are generally indicated by the use of forward--
looking terminology such as believe, expect, anticipate, estimatlooking terminology such as believe, expect, anticipate, estimate, e, 
plan, project, target, may, will or may be expressed to be resulplan, project, target, may, will or may be expressed to be results of ts of 
actions that may or are expected to occur in the future.  You shactions that may or are expected to occur in the future.  You should ould 
not place undue reliance on these forwardnot place undue reliance on these forward--looking statements, looking statements, 
which reflect our belief only as of the date of this presentatiowhich reflect our belief only as of the date of this presentation.  n.  
These forwardThese forward--looking statements are based on our own looking statements are based on our own 
information and on information from other sources we believe to information and on information from other sources we believe to be be 
reliable.  Our actual results may be materially less favorable treliable.  Our actual results may be materially less favorable than han 
those expressed or implied by these forwardthose expressed or implied by these forward--looking statements looking statements 
which could depress the market price of our which could depress the market price of our ADSsADSs and local shares.and local shares.
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Key Interim Results Highlights

Achieved annualized ROAE of 12.9%Achieved annualized ROAE of 12.9%

1H2002 net profit of HK$3.4 billion 1H2002 net profit of HK$3.4 billion 

Represented 54% of our 2002 profit forecastRepresented 54% of our 2002 profit forecast

Exceeded our 2001 full year profit of HK$2.8 billionExceeded our 2001 full year profit of HK$2.8 billion

Adjusted 1H2002 EPS of HK$0.323, greater than 2001 adjusted EPS Adjusted 1H2002 EPS of HK$0.323, greater than 2001 adjusted EPS 
of HK$0.262of HK$0.262

NPL levels significantly lowered to an NPL ratio of NPL levels significantly lowered to an NPL ratio of 8.978.97%%

On track to meet our HK$6.3 billion profit forecast On track to meet our HK$6.3 billion profit forecast 
and our ROAE targetand our ROAE target
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2002Interim Highlights
P&L

Total Operating IncomeTotal Operating Income 8,9018,901 9,9909,990 (10.9)%(10.9)% 19,00919,009

Total Operating ExpensesTotal Operating Expenses 2,8992,899 2,8682,868 1.1%1.1% 5,8475,847

Operating Profit before ProvisionsOperating Profit before Provisions 6,0026,002 7,1227,122 (15.7)%(15.7)% 13,16213,162

Charges for Bad and Doubtful DebtsCharges for Bad and Doubtful Debts 1,7661,766 1,8481,848 (4.4)%(4.4)% 7,4127,412

Operating Profit after ProvisionsOperating Profit after Provisions 4,2364,236 5,2745,274 (19.7)%(19.7)% 5,7505,750

Profit attributable to shareholdersProfit attributable to shareholders 3,4183,418 4,1954,195 (18.5)%(18.5)% 2,7682,768

Adjusted EPSAdjusted EPS HK$0.323HK$0.323 HK$0.397HK$0.397 (18.6)%(18.6)% HK$0.262HK$0.262

% Change 
1H01 vs 

1H02

% % Change Change 
1H01 1H01 vs vs 

1H021H02200120012001200220022002

Six Months 
Ended 30 June

Six Months Six Months 
Ended 30 JuneEnded 30 June

200120012001

Year Ended 
31 Dec

Year Ended Year Ended 
31 Dec31 Dec

((HK$ million)HK$ million)
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2002 Interim Highlights
Balance Sheet

Total AssetsTotal Assets 737,778737,778 766,140766,140

Total LiabilitiesTotal Liabilities 683,040683,040 712,904712,904

Gross LoansGross Loans 317,634317,634 323,038323,038

Total Customer DepositsTotal Customer Deposits 611,470611,470 606,428606,428

ShareholdersShareholders’’ FundsFunds 53,65453,654 52,17052,170

As at 31 Dec 2001As at 31 Dec 2001As at 31 Dec 2001As at 30 June 2002As at 30 June 2002As at 30 June 2002((HK$ million)HK$ million)
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2002 Interim Highlights
Key Financial Ratios

(%)(%)

Net Interest MarginNet Interest Margin 1.981.98 1.971.97 1.951.95

NonNon--Interest Income / Operating IncomeInterest Income / Operating Income 22.5822.58 22.5822.58 21.1621.16

Cost to Income RatioCost to Income Ratio 32.5732.57 28.7128.71 30.7630.76

NPL RatioNPL Ratio 8.978.97 –– 10.9910.99

LLR CoverageLLR Coverage 54.5254.52 –– 48.1948.19

Capital Adequacy RatioCapital Adequacy Ratio 14.6814.68 –– 14.3814.38

200120012001200220022002

Six Months 
Ended 30 June

Six Months Six Months 
Ended 30 JuneEnded 30 June

200120012001

Year Ended
31 Dec

Year EndedYear Ended
31 Dec31 Dec

Improved net interest marginImproved net interest margin

Cost to income ratio among lowest in industryCost to income ratio among lowest in industry

Improvement in NPL and Loan Loss Reserve CoverageImprovement in NPL and Loan Loss Reserve Coverage

Strong capital adequacyStrong capital adequacy
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Summary of P&L

Net Interest IncomeNet Interest Income 6,891 6,891 7,7347,734
Other Operating IncomeOther Operating Income 2,010 2,010 2,2562,256
Total Operating IncomeTotal Operating Income 8,901 8,901 9,9909,990
Operating ExpensesOperating Expenses 2,899 2,899 2,8682,868
Operating Profit before ProvisionsOperating Profit before Provisions 6,002 6,002 7,1227,122
Charge for Bad and Doubtful DebtsCharge for Bad and Doubtful Debts 1,766 1,766 1,8481,848
Operating Profit after ProvisionsOperating Profit after Provisions 4,236 4,236 5,2745,274
Restructuring Charges Restructuring Charges -- (295)(295)
OthersOthers (25)(25) 100100
Profit before TaxationProfit before Taxation 4,211 4,211 5,0795,079
Profit Attributable to ShareholdersProfit Attributable to Shareholders 3,418 3,418 4,1954,195
EPS (HK$)EPS (HK$) 0.065 0.065 0.0790.079
Adjusted EPS (HK$)Adjusted EPS (HK$)(1)(1) 0.3230.323 0.3970.397

200220022002 200120012001((HK$ million)HK$ million)

(1) Adjusted for share consolidation 

Six Months Ended 30 JuneSix Months Ended 30 JuneSix Months Ended 30 June
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Key Trends

Other Operating IncomeOther Operating IncomeOther Operating IncomeNet Interest IncomeNet Interest IncomeNet Interest Income

7,734 7,253 6,891

1H 2001 2H 2001 1H 2002

Net Interest MarginNet Interest MarginNet Interest MarginOperating Profit Before ProvisionsOperating Profit Before ProvisionsOperating Profit Before Provisions

7,122
6,040 6,002

1H 2001 2H 2001 1H 2002

2,256 1,766 2,010

1H 2001 2H 2001 1H 2002

1.97 1.93 1.98

1H 2001 2H 2001 1H 2002
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Fees and Commission Income
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Operating Expenses

Staff CostsStaff Costs 1,7611,761 1,9051,905 (7.6)% (7.6)% 

Premises and EquipmentPremises and Equipment 360 360 376376 (4.3)%(4.3)%

DepreciationDepreciation 359 359 213213 68.5%68.5%

OthersOthers 419 419 374374 12.0%12.0%

Operating ExpensesOperating Expenses 2,8992,899 2,8682,868 1.1%1.1%

((HK$ million)HK$ million)
% Change% % ChangeChange

200120012001200220022002

Six Months Ended 30 JuneSix Months Ended 30 JuneSix Months Ended 30 June
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Provisions for Bad and Doubtful Debt

(HK$ million)

General Provisions 6,538 6,538 

Specific Provisions 8,999 10,576 

LLR 15,537 17,114 

   

Total Loans 317,634 323,038 

NPLs 28,498 35,512 

   

SP/NPLs 31.6% 29.8% 

GP/Total Loans 2.1% 2.0% 

LLR/NPLs 54.5% 48.2% 
 

As at 31 Dec 2001As at 31 Dec 2001As at 31 Dec 2001As at 30 June 2002As at 30 June 2002As at 30 June 2002
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Assets Breakdown

(HK$ million)

Cash and short-term funds 109,408 196,255 
Interbank placements 100,918 80,773 
Trade bills 584 382 
Certificates of deposit held 17,471 19,474 
HKSAR Gov’t certificates of indebtedness 28,290 25,510 
Held-to-maturity securities 102,555 50,988 
Investment securities 50 44 
Other investments in securities 48,760 56,169 
Advances and other accounts 303,983 308,108 
Fixed assets 20,636 21,049 
Investments in associates 366 416 
Other assets 4,757 6,972 
   
Total assets 737,778 766,140 
 

As at 31 Dec 2001As at 31 Dec 2001As at 31 Dec 2001As at 30 June 2002As at 30 June 2002As at 30 June 2002
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Loan Portfolio Breakdown
Industry Sectors

Industrial, Commercial and FinancialIndustrial, Commercial and Financial 173,230173,230 54.5%54.5% 178,880178,880 55.4%55.4% (3.2)%(3.2)%

Individuals Individuals 118,463118,463 37.3%37.3% 115,540115,540 35.8%35.8% 2.5%2.5%

Trade Finance Trade Finance 9,7639,763 3.1%3.1% 10,56610,566 3.3%3.3% (7.6)%(7.6)%

Loans used Outside Hong Kong Loans used Outside Hong Kong 16,17816,178 5.1%5.1% 18,05218,052 5.5%5.5% (10.4)%(10.4)%

Total Advances to Customers Total Advances to Customers 317,634317,634 100%100% 323,038323,038 100%100% (1.7)%(1.7)%

%%%HK$ millionHK$ millionHK$ million HK$ millionHK$ millionHK$ million
% Change% % ChangeChange

As at 30 June 2002As at 30 June 2002As at 30 June 2002

%%%

As at 31 Dec 2001As at 31 Dec 2001As at 31 Dec 2001
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Non-Performing Loans

Total NPLsTotal Total NPLsNPLs

30,043
25,821

Dec 01 Jun 02

NPLs in Hong KongNPLsNPLs in Hong Kongin Hong Kong

NPLs in ChinaNPLsNPLs in Chinain China

14.1%14.1%
((HK$ million)HK$ million)

5,130

2,483

Dec 01 Jun 02

51.6%51.6%
((HK$ million)HK$ million)

35,512

28,498

8.97%
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Liabilities Breakdown

HKSAR currency notes in circulation 28,290 25,510 

Interbank deposits 16,115 55,295 

Customer deposits 611,470 606,428 

Certificates of deposit issued 5,000 5,000 

Other accounts and provisions 22,165 20,671 

   

Total liabilities 683,040 712,904 

 

As at 30 June, 2002As at 30 June, 2002As at 30 June, 2002 As at 31 Dec, 2001As at 31 Dec, 2001As at 31 Dec, 2001(HK$ million)(HK$ million)
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Strategic Focus

Key Focus AreasKey Focus AreasKey Focus Areas

Revenue 
Enhancement 

Revenue Revenue 
Enhancement Enhancement 

Introduce tailored productsIntroduce tailored products

Target higher net worth customers and SME customers Target higher net worth customers and SME customers 

Expand nonExpand non--interest income, such as credit card and investment interest income, such as credit card and investment 

funds funds 

Penetrate RMB business through mainland branches Penetrate RMB business through mainland branches 

Enhance customer relationship management Enhance customer relationship management 

Strengthen risk management systems and practices Strengthen risk management systems and practices 

Monitor special mention loans to minimize loan downgrades Monitor special mention loans to minimize loan downgrades 

Minimize new NPL formation and maximize recoveries Minimize new NPL formation and maximize recoveries 

Asset Quality 
Improvement 
Asset Quality Asset Quality 
Improvement Improvement 
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Strategic Focus (Cont’d)

Key Focus AreasKey Focus AreasKey Focus Areas

Redesign and rationalize branch network and distribution Redesign and rationalize branch network and distribution 

channels channels 

Automate loan processes Automate loan processes 

Increase IT expenses to enhance hardware/infrastructure and Increase IT expenses to enhance hardware/infrastructure and 

software software 

Optimize capital structure Optimize capital structure 

Enhance assetEnhance asset--liability mix and focus on higher yielding assets liability mix and focus on higher yielding assets 

Maintain 60Maintain 60--70% dividend payout ratio 70% dividend payout ratio 

Capital 
Management 

Capital Capital 
Management Management 

Cost 
Synergies 

Cost Cost 
Synergies Synergies 


