UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEBRWTMBEEH

(1) CAPITAL ADEQUACY RATIO AND CAPITALBASE B4 Z EHRZREARER

(a) Capital Adequacy Ratio (a) ERZTRLEE
2006 2005
VERES VERES
Unadjusted capital adequacy ratio as at
31st December M2A31 BRARERBRE AT R Z 14.2 17.4
Adjusted capital adequacy ratio as at
31st December M2A31 BB R E AT R 13.9 17.2
The unadjusted capital adequacy ratio is computed on the consolidated basis which REAREAR R RZ:TE - EIRERSS
comprises the positions of the Bank and its subsidiaries as required by the Hong MER B ERERERENGAEERGES
Kong Monetary Authority for its regulatory purposes, and is in accordance with the RITIRBIHIR3 « R EFEBIE T RIRTTRE
Third Schedule to the Hong Kong Banking Ordinance. NG
The adjusted capital adequacy ratio which takes into account market risks as at the FRILEEAT B RN E - ZREFESH
balance sheet date is computed in accordance with the Guideline “Maintenance of BEEREHNESI(ATERBREZETLE
Adequate Capital Against Market Risks” issued by the Hong Kong Monetary Authority Ay - EEATELAEE AMTIRRER © FIiBENES
and on the same consolidated basis as for the unadjusted capital adequacy ratio. FOE B R ROE R B LR TR IEMARR o
(b) Group Capital Base after Deductions (b) EEINBENERER
2006 2005

HK$°000 &% T 7 HK$'000 B#¥F 7T

Core capital BOER
Paid up ordinary share capital BB R AR A 3,875,355 3,775,575
Share premium Wi 61E 1,012,138 656,429
Reserves &t 17,815,857 16,086,805
Minority interests DERR R R 232,579 207,163
Deduct: Goodwill g (2,592,330) (2,494,950)
Total core capital BB RBEE 20,343,599 18,231,022
Eligible supplementary capital ATETE B INE A
Reserves on revaluation of land and Tt e+ iR (B E Sk
interests in land (at 70%) (LA70%51 &) 948,382 826,679
Revaluation reserves for available-for-sale AHEESREERRETEABBER
financial assets and securities designated AR RAFEE ZEFNEGHEE
at fair value through profit or loss (at 70%) (LA70%5T8) 290,482 305,672
Collectively assessed impairment allowances BRI HREERR
and regulatory reserve EE 1,057,883 878,569
Term subordinated debt B H&EEE 8,154,315 8,548,780
Total eligible supplementary capital AR E R INE A4 10,451,062 10,559,700
Total capital base before deductions HRATEARETE BT 30,794,661 28,790,722
Deductions from total capital base BAREBBENRER (3,476,947) (901,973)
Total capital base after deductions MR & e B AL 27,317,714 27,888,749
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Unaudited Supplementary Financial Information (continued)

REFECRHTHBEEN (&)
IRRNEE  sap SEFgan  EEF oapNuE  oap SEFgan SRR aapsEs

(2) LIQUIDITY RATIO HEIE &L=

2006 2005
LERES %EDE
Average liquidity ratio for the year FEANFHOREBDE SR 44.0 393
The average liquidity ratio for the year is the simple average of each calendar month’s EERNEERSES L R2E A PY RN
average liquidity ratio, which is computed on the consolidated basis as required by BEHY  HAELREEESREERITE
the Hong Kong Monetary Authority for its regulatory purposes, and is in accordance FIVER & RS B & (BB SRITIEG]Y (M
with the Fourth Schedule to the Hong Kong Banking Ordinance. *£4) o
(3) SEGMENTAL INFORMATION 7 3 &
(a) Advances to Customers — by Geographical Areas (a) BFEH-EEHHE
The information concerning the breakdown of the gross amount of advances to FEERRAERARNEENSE  2RET
customers by countries or geographical areas is derived according to the location of SYUFHAEH  YEEREBRBEZ - —
the counterparties after taking into account any transfer of risk. In general, such RS BHEERNERRETIESSHFFR
transfer of risk takes place if the claims are guaranteed by a party in a country which EHERN— T EER - XAEENETYE
is different from that of the counterparty or if the claims are on an overseas branch of SHRITHIEINGTT - MEIRITH e =R
a bank whose head office is located in another country. IE0IAT S Y TR, - AR B SH —

EARREZE S —ERER -

Total advances Advances overdue for over
to customers three months
EFERAE BH3EALLNEFER
2006 2005 2006 2005

HK$'000 %Fx  HK$'000 ¥+ HKS'000 B¥Fx HK$'000 BHFT

The Group £8

Hong Kong e 105,270,368 98,234,592 361,260 483,095
People’s Republic of China FEAREME 35,322,858 19,939,335 57,202 76,108
Other Asian countries HihEMEIR 9,090,413 7,798,982 103,149 84,322
Others Hi 16,494,463 12,770,838 1,690 74,147
Total ek 166,178,102 138,743,747 523,301 717,672
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Unaudited Supplementary Financial Information (continued)

REFECRHTHBEEHN (&)
IRRNEE  sap SEFgan  EEF oapNuE  oap SEFgan SRR aapsEs

(3) SEGMENTAL INFORMATION (continued) 2 & ¥l @)

(b) 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 disclosed.

(b) HEIfERE
BEEREMNEH IR ZIHFRRERK
RS - YEBREBRRREZE - —K
& - ARERNERESYIERSETFME
WHBRE—HER - IREENBETHRZ
RERITHEBINDAT - MZSRITEVEIIE R IE
RN ZEF RN - RREERSH—E
BHREEI S —EEXK - EXRAORERE
HRBRAERER10% A L - ZtENE L FEE

F AR ©
2006
Banks and Public
other financial sector
institutions entities Others Total
RITREM
SRS NEHRE Hit E-C
HK$000 &% HK$'000 #¥ T HK$'000 E¥Fx HKS'000 B¥Fx
The Group £8
People’s Republic of China FEARANE 18,545,033 2,791,328 19,987,278 41,323,639
Asian countries, excluding HihMER
People’s Republic of China (RGP EARKEME) 12,428,469 1,493,595 10,251,920 24,173,984
North America JEEN 8,276,028 5,306,564 7,144,615 20,727,207
Western Europe PR 41,157,247 - 2,789,971 43,947,218
2005
Banks and Public
other financial sector
institutions entities Others Total
RITREA
SRR DNERE Hit k)
HK$'000 BETF  HK$'000 BT HK$'000 #EETFrr HK$'000 EETFT
The Group E3E]
People’s Republic of China FEAREME 12,805,155 1,250,504 13,667,134 27,722,793
Asian countries, excluding HihBMBER
People’s Republic of China (TeEREARLRNE) 9,950,396 1,200,368 8,991,756 20,142,520
North America JEEM 5,345,158 7,725,687 5,872,380 18,943,225
Western Europe PR 27,877,005 - 2,507,425 30,384,430
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Unaudited Supplementary Financial Information (continued)
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(4) OVERDUE, RESCHEDULED AND REPOSSESSED ASSETS 4EiHi » REARIKEEE

(a) Overdue and Rescheduled Advances (a) BHARKEEHER

2006 2005
% of total % of total
advances to advances to
customers customers
HEF HEP
BREE ExueE
HK$'000 &% T HESE  HK$'000 BT MEDLL
The Group 2
Advances to customers overdue for BHREPER
-6 months or less but
over 3 months —3AAMNEZ6MEA 158,741 0.1 326,130 0.2
—1yearor less but over 6 months  —6fAAR EZ15F 142,127 0.1 184,365 0.1
— Over 1 year —1FE)E 222,433 0.1 207,177 0.2
523,301 0.3 717,672 0.5
Rescheduled advances to customers A EEZFER 291,246 0.2 351,057 0.3
Total overdue and rescheduled AHREEARP
advances EeE 814,547 0.5 1,068,729 0.8
Secured overdue advances HERGHER 358,674 0.2 515,356 0.4
Unsecured overdue advances EE B ER 164,627 0.1 202,316 0.1
Market value of security held against  B#EF@HETIRHR
secured overdue advances iE 633,804 1,035,275

Loans and advances with a specific repayment date are classified as overdue when
the principal or interest is overdue and remains unpaid at the year-end. Loans repayable
by regular instalments are treated as overdue when an instalment payment is overdue
and remains unpaid at year-end. Loans repayable on demand are classified as overdue
either when a demand for repayment has been served on the borrower but repayment
has not been made in accordance with the demand notice, and/or when the loans
have remained continuously outside the approved limit advised to the borrower for
more than the overdue period in question.

There were no advances to banks and other financial institutions which were overdue
for over 3 months as at 31st December, 2006 and 31st December, 2005, nor were
there any rescheduled advances to banks and other financial institutions on these
two dates.

EASIMNEERRREFRDAEE B
EERAHMNERE OB RARER - ENH
BEIRIEFEDABER - LEED HEERD
ERNEEBRHER - ENREFRMED R
FERABAREENREE - R EENER
BEEH - R RZEREHERHE NS E
RAFTROERIRREE - T HE A& ERAFTZ
R E AN RRER -

R2006512 A31H K%2005412A31H » A&
EETRITREMSREBOHZIES - WER
HA3E A A s EANER -
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Unaudited Supplementary Financial Information (continued)
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(4) OVERDUE, RESCHEDULED AND REPOSSESSED ASSETS (continued) HIEf « ZREARIKEEE @)

(b) Other Overdue and Rescheduled Assets (b) HttBHRESHERE
2006 2005
Accrued Other Accrued Other
interest assets* interest assets*
FESHFIE HihgmE* FEETFILE Hth&E
HK$000 &% HK$'000 ¥ T HK$'000 AT  HK$'000 BEFT
The Group 58
Other assets overdue for Hihg & E
-6 months or less but
over 3 months —3fA A EZ6(EA 841 - 1,551 -
—1year or less but over 6 months ~ —6AANEE1F 1,863 2,065 853 -
— Over 1 year —1FE)E 2,228 17,507 844 19,294
4,932 19,572 3,248 19,294
Rescheduled assets KEREE - - - -
Total other overdue and
rescheduled assets Hig i RS AEERTE 4,932 19,572 3,248 19,294
*  Qther assets refer to trade bills and receivables. * H AR S B T R 2 IE o
(c) Repossessed Assets (0 WEEE
2006 2005

HK$'000 &% T 7T HK$'000 B#F 7T

The Group £

Repossessed properties * LEkE 97,096 80,551

Repossessed vehicles and machines CEpREN T 290 1,142

Total repossessed assets WElEELRE 97,386 81,693

The amount represents the estimated market value of the repossessed assets as at WESEEE 12 531 B E S ER e TE o

31st December.

*  The balance included HK$27,689,000 (2005: HK$30,036,000) relating to properties that xSRI 689,0005T (20054 © K
were contracted for sale but not yet completed. #30,036,000F) Eéﬁ%’ﬂéﬁ%ﬂjﬂ}iﬁ Bt RSy

o
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Unaudited Supplementary Financial Information (continued)

&

(5)

KERHTHBEEN (&)

MARKET RISK MANAGEMENT THi5 & & &

The Group quantifies the market risk of the underlying trading portfolio by means of
value-at-risk (“VaR"). VaR is a statistical estimate that measures the potential losses
in market value of a portfolio as a result of unfavourable movements in market rates
and prices, if positions are held unchanged over a certain horizon time period. The
Group’s VaR is calculated using historical movements in market rates and prices, a
99% confidence level and a one-day holding period, and takes into account
correlations between different markets and rates.

AEEEARBEFERECRZEESHTIER
B o RBREEERME LOET - AREER
E—HEBR  XZAGEBTEERENSEXR
RABHTFEEN M S| B E 8B EE -
AEERTERREEER - REKEBRETISE
KEEREE 9% 2 BEKERIBEE
8 WEF AR TS RS RN ERIFEE ki

s

Value-at-risk statistics [E B B AT
The Group has measured VaR for all trading portfolios throughout the year. EENREB B AR 5EA HEKEEE
HK$ 00058 F Year 20065 Year 2005%
As at Asat
31December ~ Maximum  Minimum 31 December ~ Maximum Minimum Mean
M2A318 && & M2A318 5 S 4
VaR for total trading activities RPEHNEREFER 25,561 29,720 11,663 18,578 10929 33,841 4,906 9,480
ViaR for foreign exchange trading
positions SHNER FREREREE 1,043 2,167 528 406 2,115 214 737
VaR for interest rate trading positions  F% 2 AEEHEREE 98 3,366 55 1,04 2,608 935 1473
ViaR for equity trading positions RORGRENRREE 25,423 29,551 10,527 17,464 9,847 32,574 37123 8,011

Market risk-related treasury trading portfolio revenue statistics

Market risk-related treasury trading portfolio revenue is defined as the daily change
in the marked to market value of treasury trading portfolio plus any related net interest
income or other trading revenue. The average daily revenue earned from the Group’s
market risk-related treasury trading activities in 2006 was HK$0.87 million (2005:
HK$0.53 million). The standard deviation of the daily revenues was HK$1.04 million
(2005: HK$0.77 million). The frequency distribution of daily revenue is shown below.

GRS N EZSEA WAL

HMSRREENITERSHEEBAETER
SHEREEEERTISEREEME - SN
ERFFEWAKEEMZHWA - 52006
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Unaudited Supplementary Financial Information (continued)
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(5) MARKET RISK MANAGEMENT (continued) T 35 & i & 38 @)

DAILY DISTRIBUTION OF MARKET RISK-RELATED TREASURY

TRADING REVENUES - Year 2006 vs Year 2005

HETSRREEMERS WA S HE D HE — 20065 822005F
Revenues (HK$million) A (E#EEIT)
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