Unaudited Supplementary Financial Information

(A) Capital adequacy ratio

Capital adequacy ratio R+=—A=+—8
as at 31 December BARF R R

Core capital adequacy ®+=A=+—8H
ratio as at 31 December BROBRF R E

As mentioned in note 47(e) on the capital management of the Bank,
new approaches are used in the calculation of the regulatory capital
and capital charges following the adoption of the Banking (Capital)
Rules effective from 1 January 2007. Accordingly, the capital
adequacy ratios for the two years are not directly comparable. The
comparative quantitative information concerned is also not required
to be presented.

The capital adequacy ratio and core capital adequacy ratio are
computed on a consolidated basis which comprises the positions
of Fubon Bank (Hong Kong) Limited, Fubon Credit (Hong Kong)
Limited, Fubon Factors (Hong Kong) Limited, Fubon Bank Vanuatu
Limited and Fubon Hong Kong (Taiwan) Co., Ltd. as required by the
HKMA for its regulatory purposes.

In accordance with the Banking (Capital) Rules, the Group has
adopted the “standardised approach” for the risk-weighted assets
for credit risk and market risk and the “basic indicator approach” for
the calculation of operational risk.

The Group's capital adequacy is managed by Asset and Liability
Committee. Key tools adopted by the Group to assess its capital
adequacy include capital budgeting, monitoring and stress testing.
Annual capital budget is prepared during annual budgeting process
to assess adequacy of the Group's capital to support current and
future business activities taking into account of projected business
growth and also any new business activities. The annual budget is
approved by the Board of Directors. Actual capital adequacy and
also return on capital of individual business units and also bankwide
basis is measured and compared against the approved budget on
a regular basis. In addition, regular stress testing and scenario
analysis of major sources of risk faced by the Group is performed on
capital adequacy.
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Unaudited Supplementary Financial Information

(A) Capital adequacy ratio (continued)

(i) Capital base

REERHAMBEY

(A) EXRFRLR(H)

(i) BEFRER

The components of the total capital base after deductions used
in the calculation of the above capital adequacy ratios as at
31 December and reported under Part Il of the banking return
“Capital Adequacy Return” (MA(BS)3) are analysed as follows:

Core Capital
Paid up ordinary share capital
Reserves (including retained earnings)
Share premium
Profit and loss account
Total deduction from core capital

Core capital after deduction

Eligible supplementary capital
Reserves on revaluation of
land and interest in land
Reserves on revaluation of holdings
of available-for-sale securities
Collective impairment allowance

Regulatory reserve

Term subordinated notes

Total deduction from eligible
supplementary capital

Supplementary capital after deduction

Total deductions from the core capital
and supplementary capital

Total capital base after deductions

Total deductions from the core
capital and supplementary capital
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The Group
AEE

2007 2006
TETLHF —EERF
HK$'000 HK$'000
FER FHET
1,172,160 1,172,160
1,533,639 1,528,953
749,778 749,778
229,145 122,104
(116,355) -
3,568,367 3,572,995
23,701 36.868
(87,656) 3,118
82,126 81,404
213,447 129,572
1,559,980 1,555,700
(93,633) -
1,697,965 1,806,662
(701,967)
5,266, 332 4,677,690

(209,988)
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Unaudited Supplementary Financial Information

(A) Capital adequacy ratio (continued)
(i) Capital base (continued)

The comparatives of the components of the core capital and
supplementary capital were not restated on the ground that
different approaches were used to calculate its regulatory capital
in years ended 31 December 2007 and 2006.

All of the Bank’s investments in subsidiaries except for Fubon
Credit (Hong Kong) Limited, Fubon Factors (Hong Kong) Limited,
Fubon Bank Vanuatu Limited and Fubon Hong Kong (Taiwan)
Co., Ltd. are deducted from the core capital and supplementary
capital.

(B) Liquidity ratio

Average liquidity ratio for the year FRFEIRBESLLE

The average liquidity ratio is computed as the simple average of
each calendar month's average ratio, as reported in Part (2) of the
“Return of Liquidity Position of an Authorised Institution” (MA(BS)1E)
calculated in accordance with the Forth Schedule to the Hong Kong
Banking Ordinance.

The ratio for the year is computed on a consolidated basis which
comprises the positions of Fubon Bank (Hong Kong) Limited, Fubon
Credit (Hong Kong) Limited and Fubon Bank Vanuatu Limited as
required by the HKMA for its regulatory purposes.
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The Group
REE
2007 2006
—EELF ZETREF
% %
44.35 44.51
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Unaudited Supplementary Financial Information

(C) Further analysis on advances to customers analysed by industry

sector

Advances to customers analysed by industry sector and the
coverage of collateral is as follows. The economic sector analysis is
based on the categories and definitions used by the HKMA.

Gross advances for use in Hong Kong
Industrial, commercial and financial
- Property development
- Property investment
- Financial concerns
- Stockbrokers
- Wholesale and retail trade
- Manufacturing
- Transport and transport equipment
- Information technology
- Others
Individuals

- Loans for the purchase of flats under

the Home Ownership Scheme,

Private Sector Participation Scheme

and Tenants Purchase Scheme
- Loans for the purchase of other
residential properties
— Credit card advances
- Others

Trade finance
Gross advances for use
outside Hong Kong

Gross advances to customers
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(C) BITEAMNBFERNE—S DN

BOTERBBEAESRBED

AR s ERm

T SEBITED T HERE RAIRANET

REE -
The Group
AEE
2007 2006
ZEELE ZEERF

% of % of
Gross  gross loans Gross  gross loans
loans and  covered by loansand  covered by
advances collateral advances collateral

RERER BEERER
BE HERZEXR e BEAZER
HK$'000 {EERBEZ HK$'000 (HEREEL
THER Aotk FHEL Anl
59,453 66.36 29,392 31.47
5,874,005 69.51 4,900,296 67.96
678,349 6.44 484,250 11.19
144,323 97.79 157,371 100.00
221,630 12.54 202,404 19.68
1,634,110 23.04 1,059,535 32.94
699,036 88.01 756,247 84.63
14,395 94.45 61,663 8.49
2,649,604 40.32 3,185,770 45.67
7,300 100.00 3275 100.00
7,272,919 95.36 6,946,882 94.73
533,187 - 504,157 -
894,852 52.53 1,299,707 66.67

20,683,163 19,590,949
2,169,800 13.69 943,406 13.30
8,780,049 44.08 5,379,996 59.09
31,633,012 56.87  25914,351 64.81
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Unaudited Supplementary Financial Information REEZH T HBEER

(C) Further analysis on advances to customers analysed by industry (C) BITESMNEFERMNE S5 (4F)
sector (continued)

Analysis of the Group's impaired advances in respect of industry BITEDTMIEEFEBEFEEE 10% siA ER A E
sectors which account for 10% or more of gross advances to BEREERNAT
customers:
The Group
A5E
New provisions
charged to Loans
income written
Individual Collective statement off during
Overdue Impaired impairment impairment ~ during the year the year
As at 31 December 2007 RZBBtE+ZR=1-1 advances advances  allowances  allowances FRARKEER Rl
BEER WEER  ERIEERE  GONERE  MBEERE ZER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn TR Tén Tén Tin TEn
- Property investment -WERE 9,988 12,429 2,286 3,281 1,741 14,823
- Loans for the purchase of -BERMEENEN
other residential properties L 1,683 7928 597 2,264 597 -
- Gross advances for use outside Hong Kong -EERMER
hEsEE 76,436 109,458 44,170 38,212 31,515 2179
The Group
r5E
New provisions
charged to Loans
income written
Individual Collective statement off during
QOverdue Impaired impairment impairment  during the year the year
As at 31 December 2006 RZEZ ETZAZ+-A advanoes advances allowances alowances  FRNYEREA FRHE
ali ey AEER EREERE  GRRERE  NRZVEE LER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
i Fin Fin Fin i Fhn
- Property investment -MERE 75,961 86,439 15,369 2,104 473 -
- Loans for the purchase of -BEAMEENEY
other residential properties ER 1,408 10,147 106 3377 1,269 1,163
- Gross advances for use outside Hong Kong ~HEEBNMER
HERRE 53118 100,290 46,509 31,952 44,15 3423
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Unaudited Supplementary Financial Information

(D) Overdue and rescheduled assets

(i) Overdue advances to customers

REBGHA T BEER

(D) AR REAEE

() BEHEFEHX

The Group
AEH
2007 2006
—ZEtF ZTERE
% of total % of total
advances advances
HK$'000  {EEZ#E HK$'000  {hEF4E
THEx ZEA FHT ZAML
Gross advances to customers which have BEPEX
been overdue with respect to either ZAE%
principal or interest for periods of: lsvspaki
- 6 months or less but over 3 months —AEAZUTE=EANE 32,948 0.10 22,120 0.09
— 1 year or less but over 6 months ——FHUTEREANLL 32,926 0.10 24,958 0.10
— Over 1 year —BR—F 47,703 0.15 108,084 0.42
113,577 0.36 155,162 0.60
Current market value of collateral held HBHEERERNE
against the covered portion of ERHBSFHENERRL
overdue loans and advances BiTmE 37,379 22,811
Covered portion of overdue BEREEREFRNEERDS
loans and advances 50,859 95,015
Uncovered portion of overdue AREEREROEERHS
loans and advances 62,718 60,147
113,577 155,162
Amount of expected recoveries from FOHEERETNEER
companies in liquidation in respect BAREREEELF
of the covered portion of overdue el B
loans and advances 16,432 73,459
Individually assessed impairment SeHRA=AAZ B
allowances in respect of advances ZERFHE R ERE
overdue for more than three months 58,642 63,612

RANEERERmMEE2BFRTERES
W FRRASENRSFREERLE
EERMERZRE -

Collateral held with respect to overdue loans and advances are
mainly residential properties, cash deposits with the Group, and
equipments against hire purchase and leasing loans.
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Unaudited Supplementary Financial Information REEZH T HBEER

(D) Overdue and rescheduled assets (continued) (D) AR KEHAEE (&)

(i) Overdue advances to customers (continued) (i) BHEFEZ(E)

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.

Overdue assets of the Group comprise advances to customers
only as at 31 December 2007 and 2006.

(i) Rescheduled advances to customers

Rescheduled loans and advances are those loans and advances
which have been restructured or renegotiated because of a
deterioration in the financial position of the borrower, or of the
inability of the borrower to meet the original repayment schedule
and for which the revised repayment terms are non-commercial
to the Group. Rescheduled loans and advances to customers
are stated net of any loans and advances that have subsequently
become overdue for over 3 months and can be analysed as
follows:

Rescheduled advances to customers EFEERFNEFLE R
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REFEBLE NS BRANELIENR
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Rt ERaRNEEERRIBACEE

BR-FPELFR-FEAE A
=t+-R AREOANAERBEERP
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(i) BEZXBLELEL

BEFEFRPNERLEERBHRERA
B ERAR B 3 Bk SRR R T B SR K
MEEEEFRPNAERAENTFEER
RER - MEERTMENG SIENAKE
BIEEGT EEERBNEERER
DHBERRBHBE=EANEMNEE
REFIIR - XA

The Group
X5E
2007 2006
“EELF ZZTRE

% of total % of total

advances advances

HK$'000 (HERHAE HK$'000  1EEFMEE
TERT 2B FET ZBAt
42,779 0.14 52,792 0.20
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Unaudited Supplementary Financial Information

(D) Overdue and rescheduled assets (continued)

(i) Geographical analysis of overdue loans and advances to

REBGHA T BEER

(D) AR EEAEE (H)

(iii) F&Hb IR 57 6 B HE R P B

customers
The Group
EH

As at 31 December 2007

R-ZEZLHF+=A=+—H
Overdue Impaired Individually
Gross loans loans assessed
loans and and (individually impairment
advances advances determined) allowances
BER [EE k] WEERK {8 B 7R A&
ERBE BFERER ({E B E ) WE R
HK$’000 HK$'000 HK$'000 HK$’000
FERT FHERT FHET FERT
Hong Kong BA 25,741,152 112,295 171,121 71,160
Other Hithih[E 5,891,860 1,282 1,282 922
31,633,012 113,577 172,403 72,082

The Group
REE

As at 31 December 2006

RZTERE+-ZA=+—H
Overdue Impaired Individually
Gross loans loans assessed
loans and and (individually impairment
advances advances determined) allowances
BER =t RMEER B BIFT Ak
S BERER (ERIEE) AR
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET
Hong Kong aBHE 23,066,870 151,563 235,514 80,139
Other Hith = 2,847,481 3,599 4,370 1,648
25,914,351 155,162 239,884 81,787

The above geographical analysis is classified by the location of
the borrowers after taking into account the transfer of risk. In
general, risk transfer applies when a loan is guaranteed by a party
situated in an area different from the counterparty.

No collective impairment allowance is allocated to any
geographical segment as at 31 December 2007 and 2006.
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Unaudited Supplementary Financial Information REEZH T HBEER

(E) Cross border claims (E) BB ERE

Cross border claims are on-balance sheet exposures of BREREEHNEEEBBERLEREET AR
counterparties based on the location of counterparties after taking EREREXG S —HEMGTE R o BH
into account the transfer of risk. For a claim guaranteed by a RHHTREBBERE—FELEROBEERR
party situated in a country different from the counterparty, risk BESERAIMEREKEF - RITKEMS R
will be transferred to the country of the guarantor. For a claim on BESTTHEERREELRMMERRE
the branch of a bank or other financial institution, the risk will be BRIEH - B RMRGEEEHEER 10% AL
transferred to the country where its head office is situated. Claims B BRI B R kit [ B AN T -

on individual countries or areas, after risk transfer, amounting to
10% or more of the aggregate cross border claims are shown as

follows:
The Group
AEE
As at 31 December 2007
R-ZEZLtE+=-HA=+—H
Other Public
financial sector
Banks institutions entities Others Total
Hith
Figures in HK$Million BEAET $R1T SRS NEHE Hit HE
Asia Pacific excluding EMNAEFEE
Hong Kong (TEEES) 4,078 78 7 4,700 8,863
of which Taiwan =] 628 - - 1,833 2,461
North America EEM 1,137 898 161 251 2,447
Western Europe i) 9,454 80 - 134 9,668
of which Germany =E 2,411 - - - 2,411
The Group
REE
As at 31 December 2006
RZZEZERF+-_A=+—H
Other Public
financial sector
Banks institutions entities Others Total
A
Figures in HK$Million BEET RIT D EIEE NEWE Hth 4R%E
Asia Pacific excluding DN AR F i
Hong Kong (TEREEE) 5,061 - 4 1,668 6,733
of which South Korea R 1,885 - - - 1,885
of which Taiwan =y | 828 - - 1,173 2,001
North America JEZEM 281 - 1 317 599
Western Europe AL 7,685 324 - 435 8,444
of which Germany = 3,223 - - - 3,223
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Unaudited Supplementary Financial Information

(E) Cross border claims (continued)

The Group revised its cross border claims as at 31 December 2006 in
accordance with an update of the place of operations for those claims.

(F) Non-bank Mainland exposures
The analysis of non-bank Mainland exposures includes the

exposures of the Bank and certain of its subsidiaries on the basis
agreed with the HKMA.

REBGHA T BEER

(E) BEEREH)

=&
X =T
A

AEER_FEXNF+_A=+—RERZ
BRI ER - HEBRERETER]

z

o

(F) AtbIRRITHZ AR

M IERITE 2 RRIZ S E B
HETHERRRBRTOHT

BERTR

The Group
rEHE
2007
—EELHF
Individually
On-balance Off-balance assessed
sheet sheet impairment
exposures exposures Total allowances
EEEBERA EEAERD 18 B =F 1
2 Bk Z Rk FLY-G) WERE
HK$'000 HK$'000 HK$'000 HK$'000
FHERT FET FET FERT
Mainland entities AR 85,196 24,751 109,947 448
Companies and individuals BHZEERRAM 2 A
outside the Mainland where  BASMNAE] R {EA
the credit is granted for
use in Mainland
6,342,272 2,197,299 8,539,571 42,855
6,427,468 2,222,050 8,649,518 43,303
The Group
REE
2006
TTRF
Individually
On-balance  Off-balance assessed
sheet sheet impairment
exposures exposures Total allowances
EEAEBEXRN EEBERID (EVIERE
=y S Rk B
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHT FHET
Mainland entities M iTE 157,489 19,687 177,176 413
Companies and individuals BHZEER
outside the Mainland where PR Z R LASN
the credit is granted for AAE R AEA
use in Mainland 4,272,751 1,469,202 5,741,953 45,937
4,430,240 1,488,889 5,919,129 46,350
Note:  The balances of exposures reported above include gross advances e RERIZEBRESRBIEEFLBERAMER
and other claims on customers. ZAEHE -
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Unaudited Supplementary Financial Information REEZH T HBEER

(G) Currency concentration (G)

The Group's net positions or net structural positions in foreign
currencies are disclosed as follows when each currency constitutes
10% or more of the respective total net position or total net
structural position in all foreign currencies:

INERERE

AREBERIMNEHFRBRIFEBIERES
HRFEIEFRBEXNEBERRAEN

10% kA £ - EIEH N T EE

The Group
AEH
As at 31 December 2007

R-ZBZLHF+ZHA=+—H
Other Total
Equivalent in Chinese foreign foreign
HK$ Million US dollars Renminbi Euros currencies currencies
BBETSE EYH AR¥E Bt Hib i I LaE
Spot assets REEE 20,267 143 1,205 2,474 24,089
Spot liabilities REAE (17,461) (146) (1,906) (3,965) (23,478)
Forward purchase REHEA 36,956 1,566 4,363 8,290 51,175
Forward sales REEH (40,372) (1,350) (3,714) (6,734) (52,170)
Net option position HEREE - - - - -
Net long / (short) position &, “(}8) %% (610) 213 (52) 65 (384)
Net structural position HERMAREE 31 - - - 31

The Group
REE

As at 31 December 2006

RZEERF+ZA=+—H
Other Total
Equivalent in Chinese foreign foreign
HKS Million US dollars Renminbi Euros  currencies  currencies
BBRETEE xET AR BT HHoNg SN LR gE
Spot assets REEE 15,199 139 622 2,842 18,802
Spot liabilities REAE (14,739) (139) (636) (8,327) (18,841)
Forward purchase EHEA 9,627 200 4,269 1,619 15,715
Forward sales EEAE N (10,073) (1) (4,255) (1,123) (15,452)
Net option position HAMERR S EE (4) _ _ _ (4)
Net long / (short) position &R 855 10 199 - 11 220
Net structural position HEETRRFE 31 - - - 31

The net option position is calculated on the basis of the delta-
weighted position of options contracts. Net structural position
includes the structural positions of the Bank's overseas subsidiaries
involved in foreign exchange.
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Unaudited Supplementary Financial Information

(H) Capital charge for credit, market and operational risks

(i) Capital requirement for credit risk

The capital requirements on each class of exposures calculated
under the standardised (credit risk) approach at the balance

REBGHA T BEER

(H 8- TEREBERBRNESER
(i) 1EEEBRYELFER

REHER - RFTE(EERR) AE
RSB RBNEARTRAMAOT -

sheet date can be analysed as follows:

Classes of exposures
Public sector entity
Bank
Securities firm
Corporate
Collective Investment Scheme
Regulatory retail exposures
Residential mortgage loans
Other exposures which
are not past due
Past due

Total capital requirements for
on-balance sheet exposures

Direct credit substitutes
Transaction-related contingencies
Trade-related contingencies
Forward forward deposits placed

Other commitments

Exchange rate contracts

Interest rate contracts

Equity contracts

Debt security contracts or other
commodity contracts

Total capital requirements for
off-balance sheet exposures

Total capital requirement for credit risk

The Group
AEH
2007
—EELHF
HK$'000
FET
R ER
NEWE 8,349
87T 326,790
R VNG 12,028
b2 1,228,092
SRIRERE 12,234
EETERR 305,428
FERIBER 281,247
b K 38 H 2 H AR B
368,719
iRER 9,406
BEARBRAZ
R BT KLRE 2,552,293
EEREERRR 41,765
MR 5B AIEE 4,860
HE 5B AEE 14,849
R EATEAIRGR 4,953
H b 20,155
XRG4 36,854
MEEH 13,231
BEEL 21,755
BIEBHE N EA
[SEEEES) 443
BEAERINZ
EBe v BEARE LR 158,865
EERBZEXREREE 2,711,158

The disclosure is made by multiplying the Group's risk-weighted
amount derived from the relevant calculation approach by 8%,
not the Bank’s actual “regulatory capital”.
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Unaudited Supplementary Financial Information REEZH T HBEER

(H) Capital charge for credit, market and operational risks (H) 58  mHREERRNWERER (&)
(continued)
(ii) Capital requirement for market risk (ii) 5 REC ERFEK
The Bank uses the standardised (market risk) approach for AITERRE(TSRR) FEATETSR
calculation of capital requirement for market risk. Positions M2 BAFTR - Z A EFRENBERRE

covered by the approach include:

-~ the Bank's positions held in foreign exchange, exchange — AITRSME - EREXRBENITELR
rate-related derivative contracts, commodities and EX - A REEDEBRNITELIR
commodity-related derivative contracts; and EHEOFRE R

— the Bank’s trading book positions held in debt securities, — RITREBES BEBEBENITE
debt-related derivative contracts, interest rate derivative TEAEH FETETEEL - B’A
contracts, equities and equity-related derivative contracts. RERAEENITEIAGHNRAN

RSEEANR ©

Capital requirement at the balance sheet date can be analysed HEEAZERFROWAOT :

as follows:

The Group
rEE
2007
—EELF
HK$'000
FHET

Exchange rate exposures & & @B 22,560

Interest rate exposures F = @B 3,188

Equity exposures &7 LB =

Commodity exposures %) n B2 =

Total capital requirement MIERBZEREREE

for market risk 25,748
The disclosure is made by multiplying the Group'’s risk-weighted ZHER BB E A SN AEER
amount derived from the relevant calculation approach by 8%, MBINESERNUS% MEL - e TRESE
not the Bank’s actual “regulatory capital”. ENEE [VEEEAR] -
(iii) Capital requirement for operational risk (iii) EEERZ EXFFK
The capital charge for operational risk calculated in accordance REER  RBEKEEHETEZEE
with the basic indicator approach at the balance sheet date is: R BATFK
The Group
rEE
2007
—EELF
HK$’000
FHET

Capital charge for operational risk ZiBEMRERFT K 167,793

The disclosure is made by multiplying the Group's risk-weighted ZHERARBSE A GO AEER

amount derived from the relevant calculation approach by 8%, BINESERUS% MEL - B TRESE

not the Bank's actual “regulatory capital”. ENEE [VEEEAR] -
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(I) Additional disclosures on credit risk management

(i) Credit risk exposures

Credit ratings from Standard & Poor's Rating Services and
Moody's Investors Services are used for all classes of credit
exposures mentioned below. The Bank follows the process
prescribed in Part 4 of the Banking (Capital) Rules to map the

ratings to the exposures booked in the Bank's banking book.

On-balance sheet EEERRN
Sovereign i
Public sector entity Leks
Bank il
Securiies firm 507
Corporate i
Collective Investment Scheme EERERE
Cashitems BEEE
Regulatory reall exposures ERTEER
Residential mortgage loans [rEfRER
Other exposure which 1888
are not past due EHER
Past due ok
Off-balance sheet EERERN
Offbalance sheet exposures other EETARGREENE
than OTC derivative transactions TEADMSN EERER)
or oredit derivative contracts Bk
QTC derivative transactions BINTETIERS

Exposures deducted from capital base BERERE 2Bk
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REERHAMBEY

() FERBRZEMKE
(i) 15EmEGFE
BELMIRRBE AR RBEIRE SRS
NABEHZEETRTIAR T Xt 2 &
HAEERR - NMITRBRITEER) R
BIZEAEB D AT 8A 2 12 7 8 ST AR B AR T 2 $R1T
BR P AE RS 2 BRI -
The Group
v ]
2007
ZB8tE
Total exposures
covered by
recognised
quarantees or
recognised
Total credit
exposures derivative
Exposures after covered by contracts
recognised credit recognised HERT
risk mitigation Risk-weighted Total collateral V]
SewlzEEER amounts risk-weighted REZT  EITEE
Total HEK2ER BRNESE amounts it {18
Exposures Rated Unrated Rated Unrated ARNE B GHERZ
ERER Bt i B R 53 EREE ERER
HKS'000. HK$'000 HK$'000 HK§'000 HK$'000 HK$'000 HK§'000 HK§'000
Thn TER Tén THn TEn Tén Thn Thn
1,789,355 1,789,355 440,192 - - - - 440,192
521,822 521,822 - 104,364 - 104,364 - -
14193463 14193463 - 4,084,870 - 4,084,870 - -
198,985 - 150,345 - 150,345 150,345 48,640 -
16,667,797 814376 14,948,281 402864 14948281 15,351,145 755,236 579,512
152,921 - 152,921 - 162,921 152,921 - -
94,265 - 94,285 - - - - -
5,519,492 - 5,090,473 - 3,817,855 3,817,855 138,731 290,268
9,035,805 - 9,033,204 - 3,515,587 3515587 2,601 -
4,847,558 2,408,09% 2,200,893 2,408,096 2,200,893 4,608,989 238,569 -
123,850 - 123,950 - 17512 17572 25,385 60,552
53145330 19727112 32234550 7000194 24903460 31,903,654 1,209,162 1,370,544
1329919 309,549 1,020,370 61910 1020370 1,082,280 - -
191,713 1,311,839 599,874 303,662 599,874 903,536 - -
3,241,632 1,621,388 1,620,244 365,572 1,620,244 1,985,816 - -
110,765
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Unaudited Supplementary Financial Information REEZH T HBEER

(1) Additional disclosures on credit risk management (continued) () EERKZHEAMIFE &)

(i) Counterparty credit risk-related exposures (i) RBHFlzRERZIGEHZ AR

(1) The analysis of the major classes of exposures by (1) RSPEFEA 2 EZE AR50

counterparty type is as follows: T
The Group
AEE
2007
—EELHF
oTC
derivative
transactions
HEIMTE
ITAXRS
HK$’000
FET
Notional amounts: EREH:
Bank iR1T 80,231,142
Corporate 1T 13,157,231
Others Hith 4,484,123
97,872,496
Credit equivalent EEZESE ARFE:
amounts / net exposures:
Bank #RIT 1,311,839
Corporate fi= 310,778
Others EAftb 289,096
1,911,713
Risk-weighted amounts: ERNESE
Bank R1T 303,662
Corporate (=S 310,778
Others HAth 289,096
903,536
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Unaudited Supplementary Financial Information REEZH T ER

(I) Additional disclosures on credit risk management (continued) () EERKHAMIEE (&)
(i) Counterparty credit risk-related exposures (continued) (i) XSZHFIZEREIGEZ AR (&)
(2) The analysis of counterparty credit risk exposures is as (2) RZEUFEERBROTAT :
follows:
The Group
rEE
2007
—EZLF
OoTC
derivative
transactions
BEIMTE
IARS
HK$°000
FHET
Non-repo type transactions: FWEERIRS :
Gross total positive fair value EAFERE 747,370
Credit equivalent amounts ZEZELE 1,911,713
Recognised collateral held: BENERRERR
Cash on deposit with the Bank TFHRRITHIR TR 1,516
Credit equivalent amounts or net EEZESERNR
credit exposures net of BENERTERFRZ
recognised collateral held FERKFE 1,910,197
Risk-weighted amounts: FERRmESE 903,536
There was no outstanding repo-style transactions and credit RZETLF+A=+—08 U
derivative contracts as at 31 December 2007. WEHERIR S REESTETREAL -

(J) Additional disclosures on risk management on asset (J) BEZHtzAREE 2 HMEE

securitisation

The Bank uses the standardised (securitisation) approach to RITRBBHCRBFEAELE (FH) FEHE
calculate the credit risk for securitisation exposures. There was no EERKE R-TTLFF_A=+—H &
asset securitisation for which the Group is an originating institution SEVEEREEEALBEITHE - AT
at 31 December 2007. It is an investing institution for all classes of T EPERL RS 2 IR A o

exposures below.
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Unaudited Supplementary Financial Information REEZH T HBEER

(J) Additional disclosures on risk management on asset (J) EEBHFLzRRERHMIHE (&)
securitisation (continued)

Standard and Poor’s Rating Services and Moody's Investors Services BELTHIRRB R RBEREERBE QA
are the external credit agency institutions that the bank has used BRI TXEEREPAAFTLH AR TME
in relation to the each and all classes of securitisation exposures 27 INE (S B AT AR
below:
The Group
AEE

As at 31 December 2007
R-ZZ+F+-A=1+-H

Exposures deducted

from its
Risk- BEMAZER
Outstanding weighted Capital Core Supplementary
Amounts amount  requirements capital capital
AitE ERINESE BERER BOEX RIS
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEx TER FHT Tax THR
Traditional securitisations BiREHL
- Credit cards —ERFR - - - - -
- Home equity —RIBEN - = = - -
- Auto -"E - - - - -
- Instalment loans -HHEEER - - - - -
- Others —Hft 209,902 99,137 7,931 55,382 55,383
209,902 99,137 7,931 55,382 55,383
Synthetic securitisations BREHFL
- Credit cards RS - - - - -
- Home equity —RIBER - = = = =
- Auto -AE - - - - -
- Instalment loans -HHEEER - - - - -
- Others —Hfb 234,501 117,251 9,380 - -
234,501 117,251 9,380 - -
444,403 216,388 17,311 55,382 55,383
The above capital requirement is made by multiplying the Group's A FERFREEBAE R EZBHOAEER
risk-weighted amount derived from the relevant calculation approach MINESERIASN MEL - e TREASE
by 8%, not the Bank’s actual “regulatory capital”. ENER EEEAR] -
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(K) Additional disclosures on equity exposures in banking book

Equity holdings taken by the Group are differentiated between those
taken for strategic reasons and those for long term investment for
capital gains. Equity holdings taken for strategic reasons include the
Group’s investment in companies providing financial services which
nourish spectrum of the Bank’'s banking services. These include
provident fund services provision, electronic payment services
provision, and e-banking infrastructure and platform provision. On
the other hand, equity holdings in listed companies are taken for
enhancing the medium-term liquidity and yield of the Bank's assets
over time. All these investments are classified as “available-for-sale
securities” and measured at fair value as described in Notes 2(g)
and 44.

REBGHA T BEER

(K) BITIRFAZKRRABEE 2 HMKE

Cumulative realised gains from REREEREEZ

sales and liquidations 2B W

Unrealised gains / (losses) FEBU S (E5E)

— Amount recognised in — RERBARERER
reserve but not through FEiRNEmER 2R
income statement

— Amount included —5t A (R A ) M hnE A
in / (deducted from) s -

supplementary capital

(L) Additional disclosures on risk management on interest rate

exposures in banking book

In accordance with the prudential return “Interest Rate Risk
Exposures” issued by the Hong Kong Monetary Authority, the Bank
calculates, on a quarterly basis, the impact on earnings over the next
12 months under a scenario of which all interest rates other than
prime rises 200 basis points.

As at 31 December 2007, the 200 basis points interest rate rises
would reduce earnings over the next 12 months on the HKD and
USD interest risk positions by HK$108 million (2006: HK$109 million)
and HK$44 million (2006: HK$51 million) respectively.
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(L)

REBERFRBZREARRURBEREAREE R
NRBIEENERERKZEMBEE o UK
REFKAzRERESERRESBRERE 2
RlZIRE  EBAHAARITZBTREEE - Z
ERBBEREABSRE - EFHRRE R
BFRITEMIERFZ - 53— FHE - TR
BRI FEEMARZBRENARSTER
BESREERTE - TERSREDNDEA
[ HEES | A AT 2 (IR 2(g) &
44 Firi) ©

The Group
REH
2007
ZETLHF
HK$'000
FHET

99,252

60,082

60,082

RITIRFRZFIRAMEE 2 Lt RS

EREESREERELWBRE [FIXAR
AR ATIRF R AR B & E SR RS
2 EBFI R L7200 AR 2 BT EH T — 1@
ToRAZBNMZYE -

MNZZEELE+-A=+—08 " FE_EF200
EESEET B+ AzBTRETAHERR
29 BIF 4 108,000,000 7T (ZZBE/N4E ¢
109,000,000 7T ) % 44,000,0008 T (= 2=
7N 1 51,000,000/ 7T) °
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(M)Repossessed assets and assets acquired under lending
agreements

The total repossessed assets and assets acquired under lending
agreements of the Group as at 31 December 2007 amounted to
HK$34,002,000 (2006: HK$65,280,000).

(N) Corporate governance

The Bank is committed to high standards of corporate governance,
and has fully complied throughout the year with the guidelines

n “Corporate Governance of Locally Incorporated Authorised
Institutions” issued by the HKMA.

(O) Key specialised committees

The Board of Directors has established a number of governing
committees including the Executive Credit Committee, Management
Committee, Asset and Liability Committee, Audit Committee, and
Remuneration Committee. Compositions and functions of these
committees are set out below:

(i) Executive Credit Committee

The Executive Credit Committee comprises the Chairman, Vice
Chairman and two Executive Directors. This Committee serves
as the Credit Committee of the Board of Directors to review and
approve credit proposals within limits assigned by the Board.

(i) Management Committee

The Management Committee comprises the Bank's Chief
Executive Officer, Executive Directors, Chief Financial Officer,
Head of Legal Division and senior management personnel as
appointed by the Chief Executive Officer. The Committee is
the key decision making body for the Bank and is responsible
mainly for formulation of the Bank’s business strategies in all
major business units. The Committee also coordinates among
business units during the implementation process, monitors the
implementation of the approved business strategies and reviews
the achievement of business targets and objectives.

228

REERB R P BER

(M) KEEERBEEEHRTGEE

RZFFLE+T=A=+—0 AKEZKE
MIREE B TS & E 2% 434,002,000 78

T (ZZZ /N4 : 65,280,00087T) °

(N) REER

AITBNEITSKFEEER  URAFE—
BEATSEREM 2 A MR #E 2t

Eial4ESl °

(0) XEEEZREE

%’f? EELA&%’T ES R

ZT%EX&H%& gESI T

(1)

(ir)

HITEEZRE

HITEREZBEERER  BIEFERMEH
TEHEK - ZZEGUEREEEELZER
EMED  REFERTOER  HHR
HEEERE -

EHEZEE

Aﬁéﬁam¢ﬁMﬁﬁ@ﬁ&ﬁﬁm
HTES UBBEREEBEES
ZAENSREEABEK - §AEE$H
EEEIHREAL TBRE RS EARTAT
BEXEHNFIMEBER - R Z8€%
¥ REMETRET  TAERAED
EPIR T - BEREBEEBRIENE
EE UERBHNIEREATERBZR
TEHEARI -
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(O) Key specialised committees (continued) (0) E=ZZEE (&)

(iif) Asset and Liability Committee (i) EEBEZSE

The Asset and Liability Committee comprises the Bank's
Chief Executive Officer, Executive Directors, Chief Financial
Officer, Head of Treasury and senior management personnel
as appointed by the Chief Executive Officer. The Committee
meets at least bi-weekly with the internal auditor and
compliance officer attending the meeting as observers to
ensure overall compliance with the Bank’s governing policies.
The Committee’s main responsibilities include regular review
of the Bank's operations relating to interest rate risk and
liquidity risk and in particular the Bank's ability to meet its
funding obligations, and its compliance with statutory liquidity
and capital adequacy requirements. The Committee regularly
reviews and endorses for the Board's approval, the Bank's
policies governing asset and liability management, investment,
and other risk management issues. It also formulates both
long term strategy for the sources and uses of funds and short
term directives to address prevailing conditions and monitors
the implementation of these strategies and directives. In
addition, the Asset and Liability Committee assesses the risk
and profitability of new products proposed by business units and
approves new products.

(iv) Audit Committee

The Bank has complied with Rule 3.21 of the Listing Rule in
relation to the composition of the Audit Committee. The Audit
Committee comprises one Non-Executive Director and two
Independent Non-Executive Directors. The Audit Committee is
chaired by Mr. Robert James KENRICK, an Independent Non-
Executive Director who has appropriate accounting professional
qualifications. It meets at least four times a year and additionally
when deemed necessary.
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EERBAZESHRATOITRAR  #iT
BF UBeE  RAEIERITRERR
ZEMNSRELABMENK - ZEGHEAR
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AITHEEMERRK -ZREMIER
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BREIRETEERSES REATR
BREE ZBEEREHRMLEATE
MEENBEER RERAEMEARER
FEHNBR UELETEERILE-£8
BN EERLESEMNRIEDBK - A
MEAEERBERBAHENERTSR -
Bl A 5 S SR R 7 #TROHEATIB N = It
S BENBRZBETEEBEHPIMR
BEMEMSRORREANGE S - LE
MARES °

g

FEERE
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0) Key specialised committees (continued) (0) EEZEE(HF)

(iv) Audit Committee (continued) (iv) HNZE & (&)

The Audit Committee ensures adequate supervision of the
Bank's financial reporting processes, reviews the internal audit
programmes and reports, ensures coordination between the
internal and external auditors, and monitors compliance with
internal policies, statutory regulations and recommendations
made by the external auditors.

During the financial year, the Audit Committee has reviewed the
Bank's financial reporting process and the systems of internal
control, including reviews of the internal audit functions and the
risk management process. In particular, the reviews undertaken
by Audit Committee on the internal audit function include
reviews of the internal audit program, the internal audit reports

ERZEGEREANT M B RMIETHE
TRAZEE BIABEXERF MK
& BARABEINE AN B AR - A
REEREST R BER AR R AIMNEIZE
BMPTHRH < 3255 -

RAFREEAN  ERZEFEHATZ
MBHREREEFLABEZERRIELR
AR eRREEzBE REREEE
Fre HRBEBRZBAEMRE TIEDmE » %
ZEgNEZRERREANSERZIR
Bz NIMERRE  ERHEMERZ

issued, the major findings from any investigation and remedial T EME - R AARE 0PI 5 A BE R RE AT R
actions taken by the relevant departments in response to the B2 RATE o

findings.

The Audit Committee also reviews the appointment of the
external auditors and discusses with them the nature and scope
of their audits. In addition, any issues arising from their audits
together with the follow up actions taken by the Bank to address
those issues have also been examined by the Audit Committee.
The Audit Committee also reviewed the interim and annual
financial statements before recommending them to the Board
for approval. It also reviewed the Bank's statement on internal
control systems in the annual report prior to the endorsement by
the Board.

(v) Remuneration Committee

The Remuneration Committee comprises the Board’'s Non-
Executive Chairman, Non-Executive Vice Chairman and three
Independent Non-Executive Directors. The Committee meets
as required to review and approve the remuneration packages
for senior executives which include the Chief Executive
Officer, Executive Directors, and Executive Vice Presidents.
Executive Directors do not take part in decisions on their own
remuneration.
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(P) Market risk management

Details of the Group’s market risk management policies and
measures have been set out in Note 47(b).

The Group calculates VAR with a confidence level of 99% and a
holding period of one trading day. The VAR model adopted by the
Group is predominantly based on parametric model. This model is
assumes a normal symmetric distribution of risk variables.

The Group has measured VAR for all material trading portfolios.
The VAR results as shown in the below table are calculated
independently according to the underlying positions, correlations
and historical market movements.

At 31 December R+=—A=+—8

VAR by risk type: R R FEAEE 72 AR E -
Foreign exchange risk SNEE 2 B

Interest rate risk F =R b

Equities risk =R

Total VAR “RERE

The Group adopts a prudent approach to managing its trading
portfolios, and reduces any excessive market risk by executing
offsetting transactions or hedging contracts with other market
counterparties. Market risk ensues once the Group takes positions
in markets such as foreign exchange, interest rates, securities and
equities. Such positions are driven by execution of customer orders,
proprietary trading and hedging.

The Group’'s maximum market risk exposures are set by the Assets
and Liability Committee. Exposures are monitored and reported to
the management regularly. The average daily revenue generated
from the treasury's trading activities for the year was HK$166,676
(2006: HK$102,948) and the standard deviation was HK$380,512
(2006: HK$182,557). An analysis of the Group's trading revenue is
shown below:
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(P) TERBREE

REE 2 TIHRERERBR k2 FBER
HizE47(b) ©

REEHELKTERIO% RIFEHA—ERZS
HERERETIAGHE - REBEFRAORRE
BATIELERSEEN - ZEATDEBREXRR
BE—REWOIK

AEEEHEMEERESEANARE - T
KPR EREARVRBIBERE  HE
BMARLBEMSEETEIIE -

2007 2006
—EBtHF —EERF
HK$'000 HK$'000
TR TR
804 378

32 9

15 1

815 378

REERK - ERENTEERERZHEE
WEBEMTIGREBTRBIHRE A
% UREEBE SRR - B AREERI
W% FIETSUESFERRTSHARRE
BEATSEAR MELERABREFPNZS
BT BEEBRREPESMELNTE

AEBrzEamBRBREAEHEERARZEY
RIE WEHSHERREAREIEEER-
FRNEMERDEHESHIEFHEENRE S
166,676 /8L ( ZZTZT/NF ¢ 102,948 L) + 12
ERZE /3805128 (ZFZ/R4F © 182,657
BIL) c AEBMZRBWE ST
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(P) Market risk management (continued) (P)

mSEKREE (F)

Daily Distribution of Trading Revenue
for the Year Ended 31st December 2007
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This shows a maximum daily loss of HK$1,470,254 (2006:
HK$424,567) with 77 days (2006: 54 days) out of 246 days
(2006: 262 days) showing losses. The most frequent results
were observed in daily revenue falling from HK$150,000
to HK$200,000 (2006: HK$240,000 to HK$250,000) with 20
occurrences (2006: 10 occurrences in the range). The highest
daily revenue was HK$1,486,068 (2006: HK1,230,394).
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