RIEBER TR BEER

(1) BAZRERREARELR (1) Capital Adequacy Ratio and Capital Base

S BRE RS BHAIHRARE  BEFAR Prior year adjustments resulting from changes in accounting policies have been taken into account n calculation
2000F 12 A31HRBE AT R L E L EAR of Capital Adequacy Ratio and Capital Base as at 31t December 2000.
WEtERN -
(@) EARRELLE (a) Capital Adequacy Ratio
2001 2000 Z% Restated
ARy EpEy
ACHBEEATRIE Unadjusted capital adequacy ratio 175 163
HAEEERT R E Adjusted capital adequacy ratio 17.4 16.2
ﬂ%ﬁgﬁfé§$ﬁ@tiﬁzj+ﬁ ' z%ﬂifa? The unadjusted capital adequacy ratio is computed on the consolidated basis which comprises the
/%:?%ﬁﬁﬂﬁfﬁf%ﬂizﬁﬁgﬁ&@% positions of the Bank and all its subsidiaries referred to in Note 19 as required by the Hong Kong
TTREDIRS - fr 8 R T AR Monetary Authority for its regulatory purposes, and is in accordance with the Third Schedule to the
KETA IR 108 KB A A ° Banking Ordinance.
\E}ﬁﬁé?ﬁéizﬁ%imﬁﬁ’ﬂfﬂﬁﬁ %*S*J?f The adjusted capital adequacy ratio which takes into account market risks as at the balance sheet date
/%%ri'ﬂl £ E)%?ét% B4E5 \\Zﬁ Of iﬁ@ﬁﬂi is computed in accordance with the Guideline ""Maintenance of Adequate Capital Against Market
RRFREAD) - SIAMELEBETE Risks" isstied by the Hong Kong Monetary Authority and on the same consolidated basis as for unadjusted
E o FTRER IR A EERR T HEE capital adequacy ratio.
AT EFABFEARR -
(b) SEFDRIEE B AR (b) Group Capital Base after Deductions
2001 2000 Z% Restated
BRTLHKS'000 7% T T HKS 000
%2/&\’%@ \ Core capital
fﬁ?@ﬁmm%@%kK Paid up ordinary share capital 3583711 3,536,945
H\xh E Share premium 375,694 338,071
WE Reserves 12,422,457 11,388,012
9 B iEm Minority interests 19,092 441,174
B AR Deduct: Goodwill (1,885,986) (1,594,072
ANV TN L Total core capital 14,514,968 14,110,130
EIEt AR M 51‘ Eligible supplementary capital
et el L Reserves on revaluation of land and
Bfek 8 (A 7097t 5) interests in land (at 70%) 963,083 969,824
_%%ﬁgﬁ 2 General provisions for doubtful debts 1,330,094 1,277,672
HHRERE Term subordinated debt 4,271,123 2,339,850
HEHEAHTIEA B Total eligible supplementary capital 6,564,300 4,587,346
?ﬂ BATEIE $§ﬁ§ e Total capital base before deductions 21,079,268 18,697,476
HAERBREIMAAR Deductions from total capital base (913,104) (1,029,437)
AR AR Total capital base after deductions 20,166,164 17,668,039
2) RBESHE (2) Liquidity Ratio
2001 2000
BA%EY BA% 0
EETARDES LR Average liquidity ratio for the year 46.6 484
’ii%’?ﬁ@ﬁ;ﬁfh%%ﬁ FARBA D The average liquidity ratio for the year is the simple average of each calendar month's average liquidity ratio,
Kﬁ’gtt’q% ) ﬁﬁf’é/ﬁﬁ'ﬁ%\%ﬁﬁﬁq?ﬁ%ﬂ which is computed on the consolidated basis as required by the Hong Kong Monetary Authority for its
EHEAEERRITHIDIIRS - regulatory purposes, and is in accordance with the Fourth Schedule to the Banking Ordinance.
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(3) 2BEH

(@) HIBER

(3) Segmental Information

(a) By Geographical Areas

RnE D BNER R BEHR B AN E
BEIGPIENS > IFBEREEEN
18 EARRE A RIT 0 THRE T AR

The information concerning geographical analysis has been classified by the location of the principal
operations of the subsidiaries, or in the case of the Bank itself, of the location of the branches of the
Bank responsible for reporting the results or booking the assets.

7’ o
2001
FE  PEARLNE A EHER B AREzRSEH GAEE
People's Other Inter-
Republic of Asian segment
Hong Kong China Countries Others elimination  Consolidated
BT THKS'000 EHTTHKS'000 EHTTHKS'000 EHT T HKS'000 A% T HK$'000 E%T T HKS'000
£ The Group
mE A B Total operating income 4,283,544 347,815 144,588 394,014 42,024 5,211,985
PR BT A Profit before taxation 1,372,522 171,916 74,323 171,172 100,923 1,890,856
BERSE Total assets 162,843,922 11,988,383 12,290,207 28,438,365 (33,795,944) 181,764,933
AfREE Total liabilities 141,977,540 11,802,723 12,091,465 22,643,445 (29,287,956) 159,227,217
FARRREE Contingent liabilities and
commitments 31,659,555 4,054,355 1,119,289 1,426,172 — 38,259,371
2000 E i Restated
BE  PEARLAE ETHER . SRR R5EH ey ok
People's Other Inter-
Republic of Asian segment
Hong Kong China Countries Others glimination Consolidated
EBTITHS000 AETITHKS000 AR TITHKS000 EXTITHKS000 EBTTHKS000 W TTTHK$000
B The Group
gl BE Total operating income 4,100,848 349,138 144,150 351,938 23,787 4,969,861
BRAR AT 4 7 Profit before taxation 1,754,513 90,283 98,196 155,915 81,840 2,180,747
BEASE Total assets 162,971,558 11,039,103 11,290,220 23,448,173  (29,580,804) 179,168,250
ABESE Total liabilities 138,616,092 10,894,680 11,026,517 22,452,418  (23,909,576) 159,080,131
LARERAEE Contingent liabilities and
commitments 27,913,034 2,583,162 1,292,330 1,037,779 - 32,826,305

FPEFNTEER SRR EERN
MERE

(b) Advances to Customers

(i) By Industry Sectors

The information concerning advances to customers by industry sectors has been classified according

B RARBREMES - to the usage of the loan and is stated gross of any provisions.
2001 2000
EBTTHKS'000 ABTTT HK$000
£E The Group
& A E I ER Loans for use in Hong Kong
TELm Industrial, commercial and financial
- MEER - Property development 5,158,882 5,220,885
- MELRE - Property investment 11,477,370 10,590,097
- SEtE - Financial concerns 1,819,351 2,679,540
- RELRE - Stockbrokers 82,405 135,947
— HEEATER - Wholesale and retail trade 2,701,901 2,865,242
— BEx - Manufacturing 1,568,309 1,332,082
— EREEHTHE - Transport and transport equipment 4,322,030 3,387,521
- Hft - Others 7,350,675 7,564,898
— hat - Sub-total 34,480,923 33,776,212
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2001 2000
BRTHKS'000 BB TTTHKS000
fEA . Individuals
- BEIEARAEE - Loans for the purchase of flats in the Home
[ThAZESE Eﬁ%‘ﬂ Ei - Ownership Scheme, Private Sector Participation
(& E,\H\f EJF%U @iﬁ'ﬂgﬁ Scheme and Tenants Purchase Scheme 2,596,815 2,647,378
= E%EEI\@E%%%E’UEE’X - Loans for the purchase of other residential properties 42,169,173 41,120,118
— {EHRER - Credit card advances 1,955,494 1,601,340
- Hit - Others 3,760,291 3,742,416
— hzt - Sub-total 50,481,773 49,111,252
Eéii@‘;ﬂ% HEREE Total loans for use in Hong Kong 84,962,696 82,887,464
= ﬁﬂﬁ ‘ Trade finance 3,067,857 3,110,720
EBEBAIME AR ER Loans for use outside Hong Kong 20,144,009 17,995,775
BERER BB Total advances to customers 108,174,562 103,993,959
(i) HESAE (i) By Geographical Areas
e SR mErRR SRR SE The information concerning the breakdown of the gross amount of advances to customers by
S B Y FHFf i TEER countries or geographical areas is derived according to the location of the counterparties after
HYRBEE - —BWE 0 L e taking into account any transfer of risk. In general, such transfer of risk takes place if the claims are
MNAELRG : FEE SRR guaranteed by a party in a country which is different from that of the counterparty or if the claims
EBYET B TR OER— are on an overseas branch of a bank whose head office is located in another country.

R RZEENETHRERRT
HIEINDTT - MZRITHEHERL
RN ZE TR o

B3I EANLNEFER
RFENAR FRIER Advances overdue for
Total advances to customers Non-performing loans over three months
2001 2000 2000 2000 2000 2000
EBTTHKS$'000 EHTTHK$000 BHTTHKS'000 EMTTTHK$000 EHTTHKS000 E¥TTTHKS000
% The Group
ﬁfﬁ Hong Kong 92,212,501 90,016,930 2,326,930 2,459,904 2,375,517 2,931,325
PEARHAE  people's Republic of China 3,491,205 3,183,183 591,638 855,006 692,299 894,393
HZMER  other Asian Countries 3,894,150 3261599 184,111 226,110 133,191 132,690
At Others 8,576,706 7,527,247 217,353 204,188 14,601 156,797
B= Total 108,174,562 103993959 3,320,032 3745208 3215608  4,115705
() BEIERE () Cross-border Claims
Efg%ﬁ@%ﬂ Wﬁﬁ%%ﬁ?l\i%%iwﬁ The information of cross-border claims discloses exposures to foreign counterparties on which the
BERERAOMILY - TEBENBEE ultimate risk lies, and is derived according to the location of the counterparties after taking into account

BEE - —f&imE - £ MLER N
BER - FHERNERESLIRS

any transfer of risk. In general, such transfer of risk takes place if the claims are guaranteed by a party
b S Sy in a country which is different from that of the counterparty or if the claims are on an overseas branch
] NER B — T IER - shifE - . : -
izgﬁggﬁgﬁg gﬁ,\%”% of a bank whose head office is located in another country. Only regions constituting 10% or more of
B E S N RN s

in B B I T DY T the aggregate cross-border claims are disclosed.
FEHT © B F—i R HE ER (s S E R

B10063 A L+ ZIIE BB R E(E T A

B -
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2001
BIRRBEREE NERE Hftr ag
Bank and
other financial Public
institutions entites Others Total
BETTHKS'000 B%TTHKS'000 E¥FTHKS000 B¥TITHKS'000
B The Group
H TR R Other Asian Countries 16,294,762 742,314 4,707,965 21,745,041
JEEM North America 5,172,573 127,487 3,078,734 8,378,794
FaB Western Europe 27,980,835 10,206 285,992 28,277,033
2000
KR ORER N Eft Fd
Bank and
other financial Public
institutions entites Others Total
ABTTHKs000 ARTITHKs000 ABTTHKs000 ABTITHKS000
& The Group
HeTAER Other Asian Countries 20,139,117 742,392 3,868,548 24,750,057
JEEN North America 8,202,895 73,655 3,213,945 11,490,495
iz Western Europe 25,121,665 - 170,617 25,292,282
(4) RERRELEE (4) Overdue and Rescheduled Assets
(a) BEREEEER (a) Overdue and Rescheduled Advances
2001 2000
HEFEX ERPER
aEMEM BENEDL
% of total % of total
advances to advances to
BT 7T HK$'000 customers &% T HK$1000 customers
% N The Group
BHEEER Advances to customers
overdue for
— 3fEAALZ6(EA - 6 months or less but over
3 months 590,368 0.6 887,241 0.9
- elEARLEZIF - 1 year or less but over
6 months 558,080 0.5 840,726 0.8
- 1FURE - Over 1 year 2,067,160 1.9 2,387,738 23
B ‘ 3,215,608 3.0 4,115,705 40
TEREFER Rescheduled advances
to customers 223,648 0.2 770,123 0.7
AR ESEERP E%’(Z@%E Total overdue and
rescheduled advances 3,439,256 3.2 4,885,828 4.7
ERFREER Secured overdue advances 2,543,835 2.4 2,953,053 29
AR AER Unsecured overdue advances 671,773 0.6 1,162,652 1.1
7732001%12)% 3_1 H &ZOOOfFlZﬂ 31H - There were no advances to banks and other financial institutions which were overdue for over 3 months
AREH ﬁﬁﬂ&ﬁ@ﬁﬁ%@%%mﬂf as at 31st December, 2001 and 31st December, 2000, nor were there any rescheduled advances to
HoORBRHEAN LAEEANE banks and other financial institutions on these two dates.

N
A °
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(b) 4R (b) Reconciliation
2001 2000
BHTTHKS'000 &N T T HKS'000
BHE (ML) Overdue advances (Note 1) 3,215,608 4,115,705
BEEEN (15T2) Rescheduled advances (Note 2) 223,648 770,123
MRS EE SR EE Total overdue and rescheduled advances 3,439,256 4,885,828
B AEANRGFIEER Less: Overdue advances on which interest is
still being accrued (315,046)  (1,079,466)
B SERANRFASER Less: Rescheduled advances on which interest is
‘ still being accrued (116,270) (355,157)
m: TETERARaHRaEE Add: Non-performing loans which are not overdue
or rescheduled 312,092 294,003
TEITERESE Total non-performing loans 3,320,032 3,745,208
Wizty . BEEFENAHIEA N LR Notes: (1) Advances which are overdue for more than three months.
FPER
Widto ;. BIBETRFRGHE BEHER (2) Rescheduled advances which have been overdue for more than three months under the
SEAMEERER B @ revised repayment terms were included under overdue advances and not rescheduled
HENEE  TTBRNCEEE advances.
Mo
() HitaigE () Other Overdue Assets
2001 2000
RS ZitHIE RfbEE* EBEH 2:tH8 RthEE~
Debt Accrued Other Debt Accrued Other
securities interest assets* securities _interest - assets*
BT T HKS'000 BHT T HKS'000 BHFTHKS000 E¥TITHKS000 BB TTTHKS000 A% TITHK$000
- The Group
Rtz Other assets overdue for
- 3EANLER - 6 months or less but over
6fEA 3 months - 3,641 2,476 27,298 28,126 189
— 6EAMLELF - 1year or less but over
6 months - 3,861 1,159 54,507 7,914 431
- 150 E - Over 1 year 15,595 2,062 890 59,688 1,812 3,897
o 15,595 9,564 4,525 141,493 37,852 4,517
mEEEE Rescheduled assets - - - - - 2,381
15,595 9,564 4,525 141,493 37,852 6,898
*H & E R E A RIERIEEOR * Other assets refer to trade bills and receivables.
Fi=] o
(5) B®™ER (5) Currency Concentrations
ZZIJ1%U?\hﬁ%ﬁ’\]ﬁiﬁ%@?ﬁ?%ﬁ%ﬁ?ﬁz@f‘ﬁf 1) The net positions or net structural positions in foreign currencies are disclosed when each currency constitutes
HENEF R RBABIF R BEN 10% or more of the respective total net position or total net structural position in all foreign currencies.

10%ZA L RATUEE -
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2001 2000
EWEET HKSMillion ABRELHSMilion
£7USD  MTCAD EftiOthers  ## Total FTUSD  Efhothers B2 Total

58 The Group
REAE Spot assets 47,398 3,700 18,303 69,401 49,274 16,275 65,549
REaE spot liabilties (49546)  (3944) (19792) (73282) (48191  (20223)  (68.414)
EHEA Forward purchases 13,777 318 4041 18136 13571 6336 19,907
EHE Forward sales (11,156) (118)  (2,571) (13,845)  (15219) (2,316)  (17,535)
& GDBFR Net long/ (short) position 473 (44) (19) 410 (565) 72 (493)
2001 amw
EBEET HKSMillion AHBETT HKSMillion
¥m Nm Wgm 0 K #8020 =t hmAEr Ak 24
USD CAD  SGD Others  Total UsD CAD  SGD  Others  Total
BRIREFE Net structural position 710 162 172 152 1196 657 172 184 108 1,121
(6) EBER (6) Risk Management
AEEDHEBHE KRR - AARR R The Group has established policies and procedures for the control and monitoring of risk arising out of the
ASEEBSENER  BEEERR R business of the Group, including credit risk, liquidity risk, capital and market risk. These policies have been
PAS  HARTHAR - BLARMER reviewed regularly by the Management, Credit Committee or Asset and Liability Management Committee
E FEZSGREENARBERZSERY and have been approved by the Board of Directors. The internal auditors also perform regular audits on
Higs  PEEREHE - NHEZENE business units to check compliance with policies and procedures. The Group has also established the
IR MRERZ S HOR MR AL A8 Investment Committee to formulate the investment strategies and to monitor the performance and compliance
ﬁé AEBUHTRARB G URFRER of the investment activities.

MEFRERHEARRMBLEN -

@) FERRE () Credit Risk Management

EEARRNR 2T REBTHAE Credit risk arises from the possibility that a customer or counterparty in a transaction may default. It

FIREASERNES  EHmE - HE - arises from the loans and advances, treasury and other activities. To oversee the Group's credit risk

PTHET A NAMRET - AT EEATE management, the Board of Directors has delegated authority to the Credit Committee which is chaired

FERRER EFEOREMARTE by the Bank’s Chairman and Chief Executive to perform this function.

FRTHEHT LI ROEREES UM

EHERE -

ASENEERRER - REUNEEE The Group's credit risk management, which is independent of the lending units, is carried out by

i - BRI RZBEERRAT - 587 formulation of credit policies, credit assessment, assurance of compliance with the regulatory

B HEREEERORE  NEAERE requirements and monitoring of asset quality.

MEE -

LHEEFPAXSHTFHEERRS - & In evaluating the credit risk of the customers or counterparties, their financial strength and repayment

%T%a RPIRSHT HERRRELEE ability are always the Group's primary considerations though credit risk may be mitigated by obtaining
% AP EE A SRR collateral from the customers or counterparties. Moreover, concentration risks are monitored by adopting

7f E$$l5@$x% BEZ-BE F5 proper risk control such as setting limits on large exposures in relation to the Group’s capital base.

ST EHRMBENERRNGAEE
PR EREAER ZEEAREMRRE o

RERH @ #ENEERRERES E%@ In this connection, comprehensive guidelines to manage credit risk have been laid down in the Group's
RAGENEETMR  TEREEESE Credit Manual which is regularly reviewed and approved by the Credit Committee. Contained in the
EHRMA R - HRES \ﬂﬁmmf—ﬂ Credit Manual are the delegated lending authorities, credit extension criteria, credit monitoring process,
EREREHE - RIEHRE EREERE - 10-grade loan classification system, credit recovery and provisioning policy.

10 REFSE RS - EHERNEER

%o
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(b) RBELERER

RBE DA IRAEE BRI
Eff - ARERHERDE S AEERR
Ko TEMEENERERRSEEH N
FHEEREIE - ARBEBETRE
BeE B RRIBERAAEN
BESENRBES -

EENABEERASBAAERERE
ERRBESER  URREENEE
BERANFEORDEBENHES
MBS TREBFHALENRBES L
E o REER2001FEI TRBE R =
B46.6% ' EEBETEHI250RIEEN -

TEERBRROBMER - RRIURE
fERRBES  AENAEFETRERE
MO ARBETHL -

BEAESR

AEERPORRESRERNEA - U
BEBNEEERE  YHEIETHER
FRIEEEN - AEEE2001F12A31
Bt AMBEBRHAREEAT R T &
B17.4%  ARHABRBEARRLEER
17.5% ' ARBEENREERK o

ALBEREXREHPPEZRRAR D I
B —UBARRDITEREMEE
BRERES  RURETELEERR
HRTE AT RN EA o MRLASER
WEHEARTENAEELRERREA
EERMEMHENEARE -

miZERER

MiEEkE R M 5 L2 8 & R BEIREE
& - IR - SNERRE - IRRER LA S
BRS  HRTHRE - BEMENS
2 Amsl LR RERNER -

ALBMHERRRE AR R DEERRE
(B (IMEREES) M AFEEXAH
SME - BEIBES - I METAE T AN
ARCA eSS (5 18 (BN ST RIEE) &
RERRTABNMERENEE AR
HEEERERLAALBEGRY SRR
HilREHA 05 - AREETETA
TORSFED - TRERRELHRLY
R AR E ML - ARERHED
GRBERRE - AAREH SRR -
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(b) Liquidity Risk Management

©

d

Liquidity risk is the risk that the Group cannot meet its current obligation. To manage liquidity risk, the
Group has established the liquidity risk management policy which is reviewed by the Asset and Liability
Management Committee and approved by the Board of Directors. The Group measures the liquidity of
the Group through statutory liquidity ratio, loan-to-deposit ratio and the maturity mismatch portfolio.

The Asset and Liability Management Committee closely monitors the liquidity of the Group on a daily
basis to ensure that the liquidity structure of the Group's assets, liabilities and commitments can meet
its funding needs and that the statutory liquidity ratio is always complied with. The Group's average
liquidity ratio was 46.6% for 2001 which was well above the statutory minimum ratio of 25%.

Adequate standby facilities are maintained to provide strategic liquidity to meet unexpected, material
cash outflows in the ordinary course of business.

Capital Management

The Group's policy is to maintain a strong capital base to support the development of the Group's
business and to meet the statutory capital adequacy ratio. Both the Group's adjusted capital adequacy
ratio incorporating market risk of 17.4% and the unadjusted ratio of 17.5% as at 31st December, 2001
were well above the statutory minimum ratio.

Capital is allocated to the various activities of the Group depending on the risk taken by each business
division. Where the subsidiaries or branches are directly regulated by the appropriate regulators, they
are required to maintain a minimum capital according to rules of those regulatory authorities. Certain
financial subsidiaries are subject to the HKMA's capital requirements for its regulatory supervision
purposes.

Market Risk Management

Market risk is the risk arising from the net effect of changes in market rates and prices, such as interest
rates, foreign exchange rates, equity and commodity prices, on the Group's assets, liabilities and
commitments, thus causing profits or losses.

The Group's market risk originates from its holdings in the trading books of foreign exchange, debt
securities, equities and derivatives which are valued at current market prices (mark-to-market basis) and
from its investment and banking activities in financial assets and liabilities which are valued at cost plus
any accrued interest (accrual basis), together with securities classified as other investments which are
measured at fair value in the balance sheet. The Group's trading activities on derivative instruments
mainly arise from the execution of trade orders from customers and positions taken in order to hedge
other elements of the trading books. The Group has established a market risk management policy that
incorporates guidelines, procedures and control measures to monitor its market risk exposures.
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ALBHERNERERZ BN MIEE
B RREAS Az 28  AYER
MUERRBFARE - TRESERA
2RBR REENRRAEEIEEE LA
EERZReTRMMFIREREA - B
EXH LR  SHEMEINT %
YRMHER - LB HSERES T A
BELARERRERBINEZRE
o MERADHZARE - ARNEAERE]

B o

AKBENRBHEREZFEANT
LR - BgEEEnt2LIafME 1
KEBERE-RRA - REEAADS S
T BRI EN T 5| ST E LB
BE - ARERRREROHE  RKE
BA—RMEEEXEEREIKE) - ko5%
ZEERE - W AR LS R
MR -

R2001F12831H - AEB LT EK
ERNPERSEANER IR ARSI
310,0007C (20007 : 5#280,0007T) °
MEBEMERBRERNPERSERF
U A &7 340,0007C (2000F : BH
300,00070) ° FRRARZEZ 5B
410,0007T (2000%F : #210,0007C) ©

Number of
days

140 -1
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100 I
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40 -0
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0 L R am am

AUT S E075 075205 -05E025 02520 0%025 025805 052075 075E1 1125 1.25E15  15ME

The Group's market risk exposures in different activities are measured and monitored on the basis of
principal (or notional) amount, outstanding position and stop-loss limits, and are controlled within
established limits reviewed and approved by the Asset and Liability Management Committee for each
business unit, business type and in aggregate. Independent middle and back offices monitor the risk
exposure of trading activities against approved limits on a daily basis. The Group's market risk exposures
are reviewed by the Asset and Liability Management Committee and reported to the Board of Directors
on a regular basis while exceptions to limits are reported when they occur.

The Group quantifies the market risk of the underlying trading portfolio by means of value-at-risk
("VaR"). VaRis a statistical estimate which measures the potential losses in market value of a portfolio
as a result of unfavourable movement in market rates and prices, if positions are held unchanged in a
certain horizon time period. The Group's VaR is calculated using historical one-day movement in market
rates and prices and a 95% confidence level and takes into account correlation between different
markets and rates.

The VaR for the Group's market risk-related treasury trading portfolio as at 31st December, 2001 was
HK$0.31 million (2000 : HK$0.28 million). The average daily revenue earned from the Group's market
risk-related treasury trading activities in 2001 was HK$0.34 million (2000 * HK$0.30 million). The
standard deviation of these daily revenues was HK$0.41 million (2000 : HK$0.21 million).

104

5

9
4
1l @ ®a o

Tless -110-0.75 -0.75t0-05 -0510-025 -0.25t00 0t0025 0251005 051075 075t01 110125 125t015 15More

WA (B EBT) Revenues (HK$M)

B EREREMERZNBRASEIHE -2001F

Daily distribution of market risk-related treasury

trading revenues — Year 2001
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Tless -110-075 -0.7510-0.5 -0.5t0-025 -025t00 010025 025t005 051075 075to1 110125 125t015 1.5More

WA (B¥EEBT) Revenues (HK$SM)

EnsERERANERZNBAZE 2 HE - 20005

Daily distribution of market risk-related treasury
trading revenues — Year 2000

FERAEE2001F (#th20005) Hih An analysis of daily distribution of the Group's market risk-related treasury trading revenues for 2001
EREBEBROMERS WA H LM (comparing with 2000) is provided above. This shows that 10 out of 243 days (2000 : 14 out of 247
BN - BT 2432 ZHAE10H days) are in the loss positions. The most frequent result was a daily revenue of between HK$0.25
(2000 : R247lERHHFFE14H) 13 million and HK$0.50 million with 104 occurrences (2000 * same band with 119 occurrences). The
B MRLTRENERKA - ENTEHE maximum daily loss was HK$2.66 million (2000 * HK$0.14 million) and the next maximum daily loss
#5250,0007 2 500,000 TTZMH was HK$1.30 million (2000 : HK$0.11 million). The highest daily revenue was HK$4.17 million
#5104 H (20005 : HARBAEES (2000 * HK$1.50 million).

119H) - R EHBEAE2 660,
0007C (20005 ¢ ##140,0007T) * X
SHEHSRAASEL1,300,0007T
(2000 : #%110,0007T) * W& H
BHWAZE4,170,0007T (2000F :
7#%1,500,0007T) °

(i) SNERE A (i) Foreign Exchange Exposure
FEENNERBREINEER - 8 The Group's foreign exchange risk exposure arises from foreign exchange dealing, commercial
¥RTEBREBEIINEEESS banking operations and structural foreign currency positions. All foreign exchange positions are
& AR AmESHER - managed by the Treasury units of the Group within limits approved by the Asset and Liability
WHFHTEERAREREZS S Management Committee.
FEEIRERA o
F£200151231H  SMNER SR EH) The VaR related to foreign exchange dealing positions at 31st December, 2001 was HK$0.32
[a ke Ersm &7 16320,0007T (2000F million (2000 * HK$0.10 million). The average daily foreign exchange dealing profit for 2001 was
7##100,0007T) © 2001 FFAEHS HK$0.32 million (2000 : HK$0.27 million).
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Foreign exchange positions which arise mainly from foreign currency investments in the Group's
branches, subsidiaries and associated companies are excluded from VaR measurements as related
gains or losses are taken to reserves. Such foreign currency positions are managed with the principal
objective of ensuring that the Group's reserves are protected from exchange rate fluctuation.

i) Interest Rate Exposure

The Group's interest rate exposure arises from treasury and commercial banking activities where
interest rate risk is inherent in both trading and non-trading portfolios. All trading positions are
managed by the Treasury units of the Group within limits approved by the Asset and Liability
Management Committee. For the non-trading portfolio, interest rate risk primarily arises from the
timing differences in the repricing of interest-bearing assets, liabilities and commitments and the
maturities of certain fixed rate assets and liabilities. The interest rate risk of non-trading portfolio is
also monitored by the Group's Asset and Liability Management Committee.

The VaR related to interest rate exposure due to debt securities and derivatives trading positions,
excluding foreign exchange forwards, at 31st December, 2001 was HK$0.17 million (2000 : HK$0.
19 million). The average daily profit due to these activities for 2001 was HK$0.02 million (2000 *
HK$0.02 million).

Equities Exposure

The Group's equities exposure comprises trading equities and long-term equities investments.
The Group's Investment Committee regularly reviews and monitors the equities dealing activities.
The VaR on equities trading positions as at 31st December, 2001 was HK$3.66 million (2000 *
HK$7.01 million).
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