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Financial Highlights (Unaudited)

HMEHE (REER)
3:3r thez%i;7m°ntgg JendegOOG Profit Attributable to Shareholders
ns) S0 Jme 21 BR SR A 2R
BE-SLHF Eﬁz?g:g%\fi HK$ Million (HEET)
ANA=t+8H ~NA=+A8
Z~fEA 27 EA 52 199 114 125 217
HK$ Million 250
AR
Profit Attributable Al
to Shareholders
PRER R A A 217 125 150
Interim dividend 100
(per share) 6.00 cents  6.00 cents
FEARR R (|AR) 1l 1l 50
Return on average Il
equity v
EE N EE S 11.30% 6.83% Jun03 Jun04 Jun05 Jun06 Jun 07
: ’ STE=F —TTNF —TTRF _TITAF VSLE
Return on average ~A <A A A ~A
assets
ISR ERIFRER 0.83% 0.49% Advances to Customers Less
Impairment Allowances
EFERRRERE
HK$ Million (E##T)
As at 15.4 16.2 19.7 238 284
30 June 2007 31 December 2006 30
Ko2BtLF \ZTTAF
AB=tE  tZA 25
HK$ Million
BEBET 20
Total assets 15
HEE 54,875 53,347
Advances to customers 10
less impairment 5
allowances
BREEFRBERER 28,426 25,751 0
. Jun03 Jun04 Jun05 Jun06 Jun 07
Customer deposits and STT=4 —TTNF —TTRE_TITHNE -RBLE
medium term funding <A <A <A <A ~A
EPERRTHES 41,010 38,748
, Customer Deposits and
Shareholders’ funds Medium Term Funding
BRES 4,018 3,979 EEEHRHHES
X . HK$ Million (E&®ET)
Capital adequacy ratio
BT R 15.37% 16.60% w0 263 32.2 354 34.9 41.0
Core capital ratio
BB AN = 10.55% 12.84% 40
30
For the six months ended
30 June 2007 30 June 2006 20
BE-2TLF HE_TTHF
ANA=t+H ~NA=+AH 10
2~ MER Z7<ME R
Liquidity ratio (average 0
for the period) Jun03 Jun04 Jun05 JunO06 Jun 07
AHRF R E S LR 45.53% 42.91% S S RS S N L
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Corporate Information

DAEH
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75% — Fubon Financial Holding Co., Ltd.
25% — Public
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Slaughter and May
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KPMG
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Juliana CHIU Yuk Ching
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Fubon Bank Building
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Hong Kong
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Chairman and Chief Executive Officer — Fubon
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Vice Chairman — Taiwan Mobile Co., Ltd.
Vice Chairman — Taiwan Fixed Network Co., Ltd.

Jin-Yi LEE

Executive Director

Managing Director and Chief Executive Officer —
Fubon Bank (Hong Kong) Limited
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Michael CHANG Ming Yuen
Executive Director
Executive Vice President — Fubon Bank
(Hong Kong) Limited
Chairman - Fubon Credit (Hong Kong) Limited
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Director — Fubon Hong Kong (Taiwan) Co., Ltd.
Director — Net Alliance Co. Limited
Independent Director — Hua Xia Bank Co., Limited
Appointed Member — Deposit-Taking
Companies Advisory Committee

James YIP
Executive Director
Executive Vice President — Fubon Bank
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Director — FB Securities (Hong Kong) Limited
Director — Fubon Bank Vanuatu Limited
Director — Fubon Capital (HK) Limited
Director — iMarkets Limited
Director — iMarkets Structured Products Limited

Victor KUNG

Non-Executive Director

Director and President — Fubon Financial Holding
Co., Ltd.

Chairman — Fubon Asset Management Co., Ltd.

Director — Fubon Insurance Co., Ltd.

Director — World Vision Taiwan

Director — Taiwan After — Care Association

Director — Taipei Fubon Bank Charitable Foundation

Director — Epoch Foundation

Jesse DING
Non-Executive Director

President — Taipei Fubon Commercial Bank Co., Ltd.

Robert James KENRICK
Independent Non-Executive Director

Moses K. TSANG

Independent Non-Executive Director

Chairman and Managing Partner — Ajia Partners

General Manager and Partner — EC Investment
Services Limited

Hung SHIH

Independent Non-Executive Director

Managing Director — China Renaissance Capital
Investment Limited
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Review of 2007 Interim Performance

R LETHEAEE

HONG KONG AND CHINA ECONOMIC OVERVIEW

In the first half of the year Hong Kong's economy
experienced a good measure of follow-through
from the strength achieved in 2006, when real GDP
increased by 6.8%. As a result, consensus estimates
for the full year real GDP growth rate have risen by
1% to a range of 5-6%. This still represents a slight
deceleration compared with 2006, but growth is now
expected to increase at an above-trend pace.

All aspects of the economy have performed well
in the first half of the year, with trade still showing
growth despite the potential slowdown in export
demand from the US economy, while local
consumption has been supported by relatively low
real interest rates, high levels of liquidity and buoyant
asset markets.

Strong inflows of liquidity into the economy,
mostly related to initial public offerings by Chinese
companies on the Hong Kong stock exchange, have
allowed Hong Kong dollar interest rates to remain
steady throughout the first half of the year. As the
pipeline of IPOs remains at healthy levels, it is unlikely
that Hong Kong dollar interest rates can be lifted in
the near term.

Unemployment has steadily fallen to 4.2%, and
employment continues to reach record levels.
Competition for service sector employees has
become particularly acute, with a scarcity of skilled
staff noted in the financial sector.
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As the labour market has remained buoyant, Hong
Kong's asset markets have experienced good price
increases due to strong demand. Residential property
prices have risen, on average, by 7% in the first half
of the year, and with supply expected to remain at
relatively low levels, residential property prices are
expected to continue to rise for the rest of the year.

The Hang Seng Index broke the 22,000 level for the
first time on 22 June, and has continued to achieve
new highs since. Daily turnover has risen in tandem,
and an all-time high of HK$120 billion was achieved
on 20 June. Average daily turnover year-to-date has
nearly doubled compared with the same period last
year to HK$64 billion. Stock-brokerage income has
risen commensurate with this increase in activity.

Despite the strength of the economy inflation has
remained relatively subdued, running at an annualised
rate of 2.5% aided by housing rates concessions by
the HKSAR Government. Concerns about imported
inflation as the Chinese Renminbi appreciates have,
as yet, been proved unfounded. Headline inflation is
still expected to run at 2.5% for the rest of the year.

There are still risks in the economic outlook, with
China’s efforts to correct imbalances in its economic
expansion being a major concern. The impact of
a weakening housing market in the US could also
have a major impact on Hong Kong's major trading
partners. The pace at which the Bank of Japan raises
its interest rates could also unravel the so-called
global “carry trade”. High oil prices remain an ever
present risk.

HREEMSKAED - BENEED
S R RIS IR AR A EARTHE
EEMEOBIRN L FHOTHEF 1=
7% @ EHERDEERFEREES
WIERT  REEEMENBRRSEF
RN RS AR T

BEEBNRASAAZ T BB AR
22,000 BiKF - BEREREAIFE - &
AR EEINBEZ e Bk LR AN - BN
A=+ HEITERZEKF  KREHE
#E 1,200 % 7T - EEFRHR 640
BATTLLE - 5T B EBIEFIE N
Bn—15 o BHELUATIREE 1L
ik v

BELBERERS - BZENEBFER
HRBAEEETE - FR(Z2BREA
2.5% @ REGBRDABF - EREER
A A REFHET A 45| R AY#E D BIRE
B BESNAREIRE - BHREBERN
SER TR MDA GHERAE 2.5% KF ©

A - ABLEDAFERR - hEM
e AU IE RAS R Ok T 5| A0 K TR A
2E - XBEEMSBE - TA e E
BHEIRESBHEREATE - HA
RITHBH R K - IRA BEE IR
BER[EBRS | OIFAE  LLsh -
BEm AT —EARFENER
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Overall, Hong Kong's economic activity has surprised
on the upside in the first half of the year, and there
is reason to be optimistic that the rest of the year
will produce similar results, assuming that the risks
mentioned earlier are successfully navigated.

FUBON BANK PERFORMANCE

Fubon Bank (Hong Kong) Limited (“the Bank”) and
its subsidiaries (“the Group”) reported a net profit
of HK$217 million for the first six months ended 30
June 2007, representing an impressive growth of
73% over the same period in 2006. Earnings per
share rose to 18.54 Hong Kong cents, compared with
the corresponding figure of 10.70 Hong Kong cents
per share for the first half of 2006. The encouraging
results for the first half of 2007 reflect effective
execution of the Group’s business strategies and
tighter business integration with its parent company,
Fubon Financial Holding Co., Ltd., supported by
buoyant economic conditions.

Gross interest income rose 15% to HK$1,360 million
for the first six months of 2007, whereas gross
interest expense increased from HK$860 million to
HK$950 million over the corresponding period. As a
result, net interest income grew by HK$90 million or
28% to HK$410 million. The increase was mainly due
to strong loan growth and improvement in investment
yield, which outweighed the unfavourable effect of
narrowing of Prime-HIBOR spreads. Effective net
interest margin improved by 27 bps to 1.64% from
1.37% for the first half of 2006.
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Other operating income including net fees and
commission income reached HK$272 million,
which represented a 31% or HK$64 million increase
compared to the same period of last year. In the
past two years, the Group has invested in expanding
both the product and the customer platform of its
wealth management business. This growth strategy is
paying off and has resulted in robust growth of 42%
or HK$48 million in commission income from sales
of wealth management products, encompassing
financial markets investment and structured products,
unit trust and insurance. Benefiting from the buoyant
Hong Kong equity market and strong initial public
offering (“IPO") activity, brokerage-related commission
income surged 55% or HK$16 million.

Operating expenses rose 28% from HK$315 million
to HK$405 million. This increase was primarily due to
higher compensation and other staff expenses related
to the hiring of new staff to support business growth.
Nevertheless, the strong growth in net interest
income and other operating income has slightly
outpaced the increase in operating expenses and the
Group was able to maintain its cost to income ratio at
59%. Operating profits before gains and impairment
losses rose 30% or HK$65 million to HK$277 million
compared with HK$212 million in the first half of 2006.

Hi& BB A(REFERARASK
AN BEFREHEE 31% 3% 6,400 &
BIT c E 2.72 BB c RBEMT
REFEEGRRY S EEERHERR
EE¥E  WERRESEIEER o

HENEEEERMNASES 42% 3
4,800 EBTTHILIR - EFRESRTES
R EREEMER  BAES R
BEMESUA o 1IN - RETISE
B RIEER BN AR BIE B IS EhAC
LS U AR 55% 8% 1,600 E/ABTT

EIES A 315 EAITLEA 28% =
406 BBT - ZXHERETERAT
MEEBEEMLIEET - UBUEER
AR EAEEFRILI - BEWLL - B
FATFFI B MR B L i 388 LT A ) 456 1
SREELH  SASBEARKAE K
AL REIHTE 59% KK o Rtz
FREBEINEERMNE=ZSTS
£ FAER 212 BHETIER 30% 5
6,500 EE T = 2.77 BB °
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In line with continued growth of the domestic
economy which has supported corporate profitability
and household income, the Group recorded a
net charge for impairment losses on advances to
customers of HK$31 million, a decrease of HK$48
million when compared to HK$79 million in the
first half of 2006. Asset quality remained good as
evidenced by the impaired loans ratio declining
to 0.59% as of 30 June 2007 from 0.93% as of
31 December 2006. After accounting for these
impairment charges, other gains and tax charge,
profit attributable to shareholders of HK$217 million
was recorded, representing a 73% increase from
HK$125 million for the first half of 2006. Return on
average assets and return on average equity improved
significantly from 0.49% to 0.83% and from 6.83%
to 11.30% respectively when compared with the first
half of 2006.

With diversified sources of funding and growth in
customer deposits, the Group was able to support
asset growth of 3% to HK$54.9 billion as at 30
June 2007. Customer deposits grew 3%, reaching
HK$34.7 billion as at 30 June 2007. To diversify
its funding sources, the Group successfully raised
HK$0.8 billion through notes issuances under its US$1
billion Euro Medium Term Note Program launched
in March 2006 and HK$0.7 billion through issuance
of certificates of deposit in the first half of 2007.
This has further strengthened the Group's asset and
liability management capabilities and reduced the
Group's reliance on rate sensitive funding. The loan
portfolio reached HK$28.4 billion, an increase of
10% or HK$2.7 billion over 2006 year-end balances.
Trade finance increased by 73% or HK$0.7 billion
on the back of robust merchandise exports and
strong domestic demand. Loans for use outside
Hong Kong grew by 31% or HK$1.7 billion, mainly
arising from strong momentum of Taiwan-related
corporate lending and hire purchase loans for use in
Mainland China.
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Taiwan-related business continued to demonstrate
impressive growth during the first half of 2007.
The corporate loans portfolio increased by 62%
or HK$1.6 billion and the deposits portfolio grew
19% or HK$1 billion as compared to 2006 year-end
balances. Furthermore, assets under management
grew by more than 50% to HK$6.5 billion. As at 30
June 2007, the loan and customer deposit balances
of Taiwan-related business represented 14% (2006
year-end: 10%) and 19% (2006 year-end: 16%) of
the total loan and deposit balances of the Group
respectively. For the first half of 2007, Taiwan-related
business contributed 24% (first half of 2006: 9%)
of the Group’s operating profits before gains and
impairment losses.

BENMBESR ST LF LY FRE
BEANBNER - BE-TTNEFER
L8 EEREEERT 62% 5k
16 B8 FHAAAERET 19% »
3% 10 AT © AN - FTEEBE R EETN
BTHHRE 50% = 65 B8t c HE—
TEHHEANA=1TH AEERNE
HRBEEEREADERERRE
RRFREBRE 14% (ZZBTREF
K 10%) & 19% (ZZETXFFK :
16%) e R-ZTELF L F » AEEH
24% 2 REHURES RORERIB AT E
HARE R EREER(ZTTRFE
HAE 1 9%) o
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Interim Financial Report

R R

The Directors have pleasure in presenting the
unaudited interim consolidated financial report of
Fubon Bank (Hong Kong) Limited (the “Bank”) and
its subsidiaries (collectively the “Group”) for the six
months ended 30 June 2007.

COMPLIANCE WITH THE BANKING (DISCLOSURE)
RULES

The unaudited interim financial report on pages 17
to 66 together with the unaudited supplementary
financial information on pages 67 to 95 comply with
the Banking (Disclosure) Rules issued by the Hong
Kong Monetary Authority.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

The Group is committed to the highest standards
of corporate governance including but not limited
to strict adherence to the principles and all Code
provisions set forth in the Code on Corporate
Governance Practices (the “Code”) in Appendix 14 of
the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing
Rules”) throughout the accounting period for the six
months ended 30 June 2007.

COMPLIANCE WITH THE CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Group has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the
“Model Code”) set forth in Appendix 10 of the Listing
Rules as its own code of conduct regarding securities
transactions by the Directors.
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COMPLIANCE WITH THE CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS (continued)

The Group has made specific enquiries with all
Directors regarding any non-compliance with the
Model Code during the accounting period for the
six months ended 30 June 2007, and received
confirmations from all Directors that they have fully
complied with the required standards set out in the
Model Code.

DIRECTOR’S AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

The Directors and Chief Executive of the Bank who
held office at 30 June 2007 had the following interests
in the shares of its ultimate holding company, Fubon
Financial Holding Co., Ltd. (“Fubon Financial”), at that
date as recorded in the register of Director’'s and Chief
Executive's interests and short positions required
to be kept under section 352 of the Securities and
Futures Ordinance:

BIESETEZXS 2R (H)

AEBEFHREE_ZTLFA=1
AN E A 2 gt HiEE R E PR A
TFRIZEEFARSESELESH - I
BEEHR  KREE TR ETEEST]
FIE 2 R EIRE -

ESRTBRAZNKRS - HEAROGRE
FHERIXE

REEEEFRA=TBEEZARRT
EERITBASRERE S RE GRS
352 1\*¢ETEE’]§$&HE&@WE’J%
NMRREBLMP - BAESEERA
=R ﬁﬁ&ﬁﬁ([%iﬂ%
7 BRptERmT

Ordinary shares in Fubon Financial of NT$1 each

EACREREE-THENEERY

Total number Percentage of total

Name Personal Family Corporate of shares held issued shares
1 <

2] fBA £ il FrisR B EH REZEA

Ming-Chung (Daniel) Tsai 229,536,304 32,254,166 1819,101,232"  2,080,891,702 269

2R

Ming-Hsing (Richard) Tsai 209,591,280 28,026,879 1819,101,232"  2,086,719,391 26.64

SRR

Jin-YiLee 520,000 - - 520,000 001

Jesse Ding 2,021,531 - - 2,021,531 0.03

TTR

Victor Kung 665,571 - - 665,571 001

BXf1
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DIRECTOR'’S AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
(continued)

Notes:

(1) 1,819,101,232 shares were held through corporations
in which Mr. Ming-Chung (Daniel) Tsai, Mr. Ming-Hsing
(Richard) Tsai and other Tsai family members have
beneficial interest.

(2) The shares were acquired pursuant to Fubon Financial’s
treasury shares programme which invited the Directors
and certain senior management of the Group to acquire
Fubon Financial’s shares at a discounted price.

Apart from the foregoing, none of the Directors and
Chief Executive of the Bank or any of their spouses or
children under eighteen years of age has any interests
or short positions in the shares, underlying shares
or debentures of the Bank, its holding company,
subsidiaries or fellow subsidiaries.

SUBSTANTIAL SHAREHOLDERS AND OTHER
PERSONS

As at 30 June 2007, the register of substantial
shareholders showed that the Bank had been notified
of the following interests, being 5% or more of the
Bank’s issued capital.

Ordinary shares of

ESRTRARNKRS - HERORE
FHERNXAE ()

fi -

(1) 1,819,101,232 BRI A ZEVEERFA -
MERBAR ST A& - BREAH St A R E B
K&K BN LilEBHZH S B o

(2) ZEBRHEEBEASEEFRHE
Rl - AT BB AREERRET
BREEBKREATERERBEBRE
Betn o

B B ESN - ARITEERITHRAHEK
REZERBHEFATNRATZFL
BEERNAIRTT - HERAR] - WEBAR
KR EMBAR D - HEAROKE
FHEAREDIAR °

FTERRREMAL

RZZZLFRA=TH - RRITER
TEBRECMAEE TIIALHEER
RITEBITRA 6% KA LS -

Percentage of total

HK$1 each shareholding

SREE LR

—BREBERG Aotk

Fubon Financial Holding Co., Ltd. 879,120,000 75
EAeRZERRHNERAR

Fubon Bank E#8847 Interim Report 2007 F+ R E 13



Interim Financial Report & 88 #% &

DIRECTORS

The Directors in office during the six months ended
30 June 2007 and at the date of this report were:

Executive Directors

Jin-Yi Lee (Managing Director and
Chief Executive Officer)

Chang Ming-Yuen, Michael

James Yip

Non-Executive Directors

Ming-Hsing (Richard) Tsai (Chairman)
Ming-Chung (Daniel) Tsai (Vice Chairman)
Victor Kung

Jesse Ding

Independent Non-Executive Directors
Robert James Kenrick

Moses Tsang

Hung Shih

PURCHASE, SALES OR REDEMPTION OF THE
BANK’S LISTED SHARES

The Bank has not redeemed any of its listed shares
during the six months ended 30 June 2007. Neither
the Bank nor any of its subsidiaries has purchased or
sold any of the Bank's shares during the period.

=

PHE-ZZLFRNA=1THIEAER
HEEAREDR 2 EFESRRS
HITES
FEMR(EFEge

FRAITHRAEEL)
SRAAR
R

FBITES
S E )
B (BIERF)
BXTT

il
BIUFTES
Higft

LR

AR

BA - HESMEARBT EHRG

HE-ZZLFRA=THIEREAS
8 - AERFTIC AR [ E AR LD ©
HR - ARERIT S EAEfIHTE R A RS
B EARITZERLD ©
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Review Report

FH®E

REVIEW REPORT TO THE BOARD OF DIRECTORS OF
FUBON BANK (HONG KONG) LIMITED
(incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial report set out
on pages 17 to 66, which comprises the consolidated
balance sheet of Fubon Bank (Hong Kong) Limited
as of 30 June 2007 and the related consolidated
statements of income and changes in equity, and
condensed consolidated statement of cash flows
for the six-month period then ended and explanatory
notes. The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require
the preparation of an interim financial report to be in
compliance with the relevant provisions thereof and
Hong Kong Accounting Standard 34 “Interim financial
reporting” issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA"). The directors
are responsible for the preparation and presentation
of the interim financial report in accordance with
Hong Kong Accounting Standard 34.

Our responsibility is to form a conclusion, based
on our review, on the interim financial report 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.

Fubon Bank E#8847 Interim Report 2007 £+ KR E
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Review Report & #H &

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 HKICPA. A review of the interim financial report
consists of making enquires, 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 report as at 30 June 2007 is not prepared, in
all material respects, in accordance with Hong Kong
Accounting Standard 34 “Interim financial reporting”.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Charter Road

Central, Hong Kong

Hong Kong, 14 August 2007

FHHEE
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Consolidated Income
Statement (Unaudited)

For the six months ended 30 June 2007

Interest income
Interest expense

Net interest income
Fee and commission income
Fee and commission expense

Net fees and commission income
Other operating income

Operating income
Operating expenses

Operating profit before gains
and impairment losses

Net gains from disposals of
available-for-sale securities

Impairment losses on
advances to customers

Reversal / (charge) of
impairment losses on
investments and assets
acquired under
lending agreements

Loss on disposals of fixed assets

Profit before taxation
Taxation

Profit attributable to shareholders
Interim dividend of 6.00
Hong Kong cents per share
proposed after the
balance sheet date
(2006: 6.00 Hong Kong cents)

Earnings per share (Hong Kong cents)

The notes on pages 21 to 66 form part of these

financial statements.

Fubon Bank & #BR17
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For the six months ended

30 June 2007 30 June 2006
BE-ZZLF HE-TTF
NA=1+H NA=1+H
Z~fEA Z7~MEAR
HK$'000 HK$'000
FET FAT
1,359,951 1,179,433
(950,307) (860,071)
409,644 319,362
169,991 109,572
(42,849) (20,305)
127,142 89,267
144,443 118,670
681,229 527,199
(404,518) (315,031)
276,711 212,168
7,541 19,878
(31,005) (79,339)
1,060 (105)

(120) -
254,187 152,602
(36,849) (27,202)
217,338 125,400
(70,330) (70,330)
18.54 10.70

HNFE 21 AEFE 66 A M RARE
BERMBHRZ WD -
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Extracts from Consolidated
Balance Sheet (Unaudited)

As at 30 June 2007

ASSETS

Cash and balances with banks

Placements with banks maturing
between one and twelve months

Trading securities

Other financial instruments
designated as at fair value
through profit or loss

Derivative financial instruments

Advances to customers less
impairment allowances

Accrued interest and other accounts

Available-for-sale securities

Investments in associated companies

Fixed assets

Deferred tax assets

LIABILITIES

Deposits and balances from banks
Deposits from customers
Certificates of deposit issued
Debt securities issued

Derivative financial instruments
Trading liabilities

Other accounts and liabilities
Deferred tax liabilities
Subordinated notes issued

CAPITAL RESOURCES
Share capital

Share premium
Reserves

Shareholders’ funds

Approved and authorised for issue by the Board of

Directors on 14 August 2007.

Robert J. Kenrick
Director
Hig#
EE

The notes on pages 21 to 66 form part of these

financial statements.
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Victor Kung
Director
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As at

30 June 2007 31 December 2006

R-BBLHF RZZTRE
AA=TH +=A=+-H

Note HK$'000 HK$'000
et TER THT
14 6,660,803 7,818,671
15 1,000,678 1,684,201
16 511,453 469,030
17 552,911 568,791
18 819,975 537,855
19 28,426,095 25,751,160
1,204,831 1,141,748

20 14,545,355 14,257,154
21 12,102 6,547
22 1,134,543 1,119,256
30 5,808 2,463
54,874,554 53,346,876

23 843,697 961,515
24 34,737,411 33,810,833
25 4,190,163 3,623,347
26 2,082,229 1,414,162
18 662,816 425,047
27 478,992 445,695
28 6,305,649 7,208,234
30 26 8,858
31 1,555,115 1,670,155
50,856,098 49,367,846

32 1,172,160 1,172,160
33 749,778 749,778
34 2,096,518 2,057,092
4,018,456 3,979,030
54,874,554 53,346,876

LEFEN_TT+F/\A+HBEA
KRR
Jin-Yi Lee
Director
ZEE
EF

HNF 21 AEFE 66 AZMEAARE
BERMBHRR 2D -
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Consolidated Statement of RASE 2 EaRER
Changes in Equity (Unaudited) (REEZ)
For the six months ended 30 June 2007 BE-ZZtEAA=1THILZAEA

For the six months ended

30 June 2007 30 June 2006
HE-ZTtF HE-TTAF
NA=TH ~A=1H
ZAEA ZAEA
Note HK$'000 HK$'000
Bier FHET FET
Shareholders' equity as R—A—H
at 1 January AR 3,979,030 3,748,916
Realisation of revaluation HERHREE
(surplus) / deficit of EBHL
available-for-sale sH(B8),/
securities on disposal EaER 34 (27,241) 18,722
Net change in fair value of AHHEESA
available-for-sale securities FEEZFE 34 (21,851) (30,723)
Deferred taxation EERIR 34 11,839 2,100
Net losses not recognised RIEW R R AR
in the income statement ZEREE (37,253) (9,901)
Net profit for the period HAFZEF 217,338 125,400
Dividend paid during the period AR Bk (140,659) (128,938)
Shareholders’ equity PETiEN 4,018,456 3,735,477

The notes on pages 21 to 66 form part of these HNE21 BEF 66 B 2K ARNRE
financial statements. BB RER 8D o
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Condensed Consolidated Cash BERESRBREE

U
Flow Statement (Unaudited) (REEZX)
For the six months ended 30 June 2007 BE_ZZLHFRA=1+HIEZAREAR

For the six months ended

30 June 2007 30 June 2006
BE_TTLHE HE-TTAF
A~A=1H ~NA=1H
ZAEA 2N EA
HK$'000 HK$'000
FTET FAT
Net cash used in operating activities LEEEFTRA IR FE (2,649,854) (6,379,683)
Net cash used in investing activities WEEBMA RS F5E (46,381) (19,965)
Net cash generated from REEBEE L
financing activities WEFE 701,911 2,534,279
Net decrease in cash and RekERRE
cash equivalents HH 2R 5 (1,994,324) (3,865,369)
Cash and cash equivalents R—A—BZzHEE&Xk
as at 1 January ERR\EEE 9,784,375 10,106,918
Cash and cash equivalents RANA=Z+THZEE R
as at 30 June ZREFSER 7,790,051 6,241,549
Analysis of cash and cash equivalents B&RZRBESER 254
Cash on hand and at banks R RIRTTRI AR 1,428,199 380,121
Money at call and short notice WA NG HRTE R 4,951,163 4,602,366
Treasury bills with original JRE EIEREARR &
maturity within three months = @Rz EES 1,332,511 895,321
Placements with banks maturing BEESZHE—ZF
between one and twelve months +=@AEIHz
from acquisition date RITRIZERGR 78,178 363,741
7,790,051 6,241,549

The notes on pages 21 to 66 form part of these HNFE2IHEEF 66 B 2T ARKRE
financial statements. BB wEKR 2 —HD °
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Notes to the Unaudited Interim
Financial Report

ACTIVITIES AND CORPORATE AFFILIATION

The Bank, through its branches and subsidiaries,
provides a range of banking, financial and
related services.

The Directors consider the Group's ultimate
holding company at 30 June 2007 to be Fubon
Financial Holding Co., Ltd. (“Fubon Financial”)
which is incorporated in the Republic of China and
operates as a financial conglomerate.

BASIS OF PREPARATION

This interim financial report has been prepared
in accordance with the applicable disclosure
provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong
Kong Limited and in compliance with Hong
Kong Accounting Standard (“HKAS") 34, Interim
Financial Reporting, and other relevant HKASs,
Hong Kong Financial Reporting Standards
("HKFRSs"”) and Interpretations issued by
the Hong Kong Institute of Certified Public
Accountants (“HKICPA"), and the disclosure
requirements of the Banking (Disclosure) Rules
issued by the Hong Kong Monetary Authority
("HKMA").

The interim financial report has been prepared in
accordance with the same accounting policies
adopted in the 2006 annual financial statements,
except for the accounting policy changes and
the adoption of new accounting policies that
are expected to be reflected in the 2007 annual
financial statements. Details of these changes are
set out in note 4.

Fubon Bank #4817 Interim Report 2007 FH R &
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Notes to the Unaudited Interim
Financial Report

22

BASIS OF PREPARATION (continued)

The preparation of an interim financial report in
conformity with HKAS 34 requires management
to make judgements, estimates and assumptions
that affect the application of accounting policies
to and reported amounts of assets and liabilities,
income and expenses on a year to date basis.
Actual results may differ from these estimates.

This interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The notes include an explanation
of events and transactions that are significant to an
understanding of the changes in financial position
and performance of the Group since the 2006
annual financial statements. The condensed
consolidated interim financial statements and
notes thereon do not include all of the information
required for a full set of financial statements
prepared in accordance with the HKFRSs.

The interim financial report is unaudited, but has
been reviewed by KPMG 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 HKICPA. KPMG's review
report to the Board of Directors is included on
page 15.

The financial information relating to the financial
year ended 31 December 2006 that is included
in the interim financial report as being previously
reported information does not constitute the
Bank’s statutory financial statements for that
financial year but is derived from those financial
statements. Statutory financial statements for
the year ended 31 December 2006 are available
from the Bank's registered office. The auditors
have expressed an unqualified opinion on those
financial statements in their report dated 6 March
2007.
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Notes to the Unaudited Interim KA T AZ B BB 75 3R 5 I R

Financial Report

Fubon Bank & #8817

BASIS OF CONSOLIDATION 3 MREzE%

This interim financial report covers the consolidated MRBEHBAIN - AP EMBSHRER
positions of Fubon Bank (Hong Kong) Limited and EEBRIT(BR) BRARIREFR
all its subsidiaries, unless otherwise stated. For BMBARZEREMIR - BREER
regulatory reporting, the bases of consolidation are HEH - BiRA 2 EERHNET
set out in notes (A) and (C) in the supplementary B RS & RLBT EE (A) RN (C) ©

financial information.

CHANGES IN ACCOUNTING POLICIES AND 4 EBIBREBREMFTEBE

NEW ACCOUNTING POLICIES ADOPTED

The HKICPA has issued a number of new HKFRSs,
HKASs and Interpretations that are generally
effective for accounting periods beginning on or
after 1 January 2007. The Board of Directors has
determined the accounting policies expected
to be adopted in the preparation of the Group's
annual financial statements for the year ending 31
December 2007, on the basis of HKFRSs currently
in issue.

The changes in the Group's accounting policies
resulting from the adoption of new HKFRSs are
attributable to the adoption of the amendments
to HKAS 1, “Presentation of Financial Statements:
Capital Disclosures” and HKFRS 7, “Financial
Instruments: Disclosures”. The adoption of these
amendments and new HKFRSs has no material
effect on the results and the financial position of
the Group.
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Notes to the Unaudited Interim RAS Az P BB 75 3R 45 B R
Financial Report

5 INTEREST INCOME AND EXPENSE 5 FNEKWARZIH
(a) Interest income (a) FEWA
For the six months ended

30 June 2007 30 June 2006
BE-®ELE  HE-TTAT

~A=1H ~NA=1H
ZAEA Z~EA
HK$'000 HK$'000
FHET FAT
Listed investments EHRE 88,410 52,297
Others Hit 1,227,874 1,082,491
Interest income on financial FERAFEEIEMRA
assets that are not at BRRveREEL
fair value through FISHA
profit or loss 1,316,284 1,134,788
Interest income on RAFEHETNEE
trading assets ZMBKA
— listed investments — EWRE 63 44
— unlisted investments — EEMRE 23,973 28,361
Interest income on BRATEEERAE
financial assets wikZ RREEZF
designated at fair value BIWA
through profit or loss 19,631 16,240
1,359,951 1,179,433
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Notes to the Unaudited Interim
Financial Report

5 INTEREST INCOME AND EXPENSE (continued)

(b) Interest expense

Deposits from customers,
banks and other financial
institutions and certificates
of deposit issued

Other financial liabilities

Interest expense on financial
liabilities that are not
at fair value through
profit or loss
Interest expense on
trading liabilities

Fubon Bank & #8817

REE P RSB IREHE

(b) RIBXZH

5 RBEWARZH(HE)

For the six months ended

30 June 2007 30 June 2006
BE-ZSLE HETTHF
~A=+AH ~A=+H
ZA~f8A ZNER
HK$'000 HK$'000
FTHET FAT
BP - RITRZEREM
SRBE 2 FRRE
BITEGE
842,144 674,983
HihemaE 84,961 133,535
FFRRTFEBEIERA
Bk epBEe
FlSZ
927,105 808,618
REGEBETEBELFE
X 23,202 51,653
950,307 860,071
25
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Notes to the Unaudited Interim RAS T AZ P BB 75 3R 45 B R

Financial Report

6 FEE AND COMMISSION INCOME
AND EXPENSE

6 BARMASWARXZMN

(a) Fee and commission income (a) BEARASKA

For the six months ended

30 June 2007 30 June 2006
HZE-ZTLE HE-TTRF
A~B=tH NA=T1H
Z~NEA 28R
HK$'000 HK$'000
FTHT FAT
Credit related fees and EEHRRBEARES
commissions 12,164 8,641
Trade finance BoME 10,775 7,371
Credit card ERF 31,247 27,978
Securities brokerage and BHEE RITE RS
investment services 44,691 28,667
Insurance REz 13,867 8,352
Unit trust commission EREefEe 47,725 20,338
Other fees HiER 9,522 8,225
169,991 109,572
of which: Hep
Fee and commission income N GEINER
arising from:
— Financial assets or — R ATEEE
financial liabilities MAERRZ SR
which are not BESCHAR
measured at fair value
through profit or loss 56,082 45,925
—Trust or other fiduciary — SRR EMZTER
activities 729 825

Fubon Bank E# k17
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Notes to the Unaudited Interim
Financial Report

6 FEE AND COMMISSION INCOME
AND EXPENSE (continued)

(b) Fee and commission expense

Handling fees and commission ~FEERHL

Other fees paid HBAER
of which: Hep:
Fee and commission expense ~ ERRAEI KRS :
arising from:
— Financial assets or financial — FRATEEE
liabilities which are not MAERRZ SR
measured at fair value BESCHAR

through profit or loss

Fubon Bank #4817 Interim Report 2007 FH R &

REE P RSB IREM

6 BARMASWARIN(A)

(b) BARMAEXH

For the six months ended

30 June 2007 30 June 2006
BE-BELE HE_TTRHF
AA=Z+H NA=TH
2~ BA 28R
HK$'000 HK$'000
TR THETL

31,270 14,035
11,579 6,270
42,849 20,305
14,538 10,740
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Notes to the Unaudited Interim
Financial Report

7 OTHER OPERATING INCOME

28

Dividend income from listed
available-for-sale securities

Dividend income from unlisted
available-for-sale securities

Gains less losses from dealing
in foreign currencies

Gains less losses from dealing in
trading securities

Gains less losses from other

REE P RSB IRE M

7 HtEERA

For the six months ended
30 June 2007 30 June 2006
BE-RELE  HEZTTAF

AB=tH NA=TH
28R 28R
HK$'000 HK$'000
FET THET
EHARHERES RS
WA 3,019 2,534
EEmAHHERSZ S
LN 13,071 8,992
HNER 5 2 W m R
5,957 15,225

RER PRz &5 Wt
JRUEHE 2,301 (2,003)
HtBER 5 2 Watpi R *

dealing activities * 110,208 87,358
Gains less losses from short BEER SR EE

selling activities 737 896
Gains less losses from other Hinem e B WaREE

financial liabilities 1,400 (4,752)
Revaluation loss on other BRTEETEMAERE

financial instruments ZEMemT A &R

designated at fair value B8

through profit or loss (5,880) (22,102)
Revaluation gain on derivative TSI A EhkE

financial instruments 2,519 21,998
Rental income on properties WMERSEA 174 679
Others Hith 10,937 9,745

144,443 118,570

* Other dealing activities refer to customer dealing in * R EE B EEFEEM IS

derivative financial instruments which include equity BT A(BITRARGZIE - BIER

linked notes, options and structured deposit products. EE M) o
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Fubon Bank & #8817

Notes to the Unaudited Interim
Financial Report

8 OPERATING EXPENSES

Salaries and other staff costs & REMEEKA

Premises and other fixed assets FEithE & Eith[EE EE

Rental of premises FEHEHES
Depreciation e
Others Hth
Auditors’ remuneration IZERET S
Other operating expenses Hih gD
Business promotion EGHE
Legal and professional fees FEREER
Communication R
Electronic data processing BEFERRER
and computer systems BISRE
Others Hth

Interim Report 2007 F &

REE P RSB IREM

8 EEXWH

For the six months ended
30 June 2007 30 June 2006
BE-ZZtE HE_TTHF
~NA=t+H NA=+H
2~ f8R Z7~MEA
HK$'000 HK$'000
FHET FHTT
222,553 168,833
21,435 12,940
29,374 R
10,044 7,742
1,020 770
31,904 16,796
10,706 10,965
13,310 10,918
34,303 32,669
29,869 21,071
404,518 315,031
29



Notes to the Unaudited Interim
Financial Report

9 NET GAINS FROM DISPOSALS OF AVAILABLE-

FOR-SALE SECURITIES

Realisation of revaluation
surplus / (deficit) previously
recognised in revaluation
reserve (Note 34)

Net (losses) / gains arising in
current period

BERBHHEAER
ZEfLER(Bh)

IR (7 34)

HiRF (518), e

10 IMPAIRMENT LOSSES ON ADVANCES

TO CUSTOMERS

Impairment losses
(charged) / released on
advances to customers

— Additions
— Releases

Provision for loss from
obligation under standby
credit facility

30

B (R)BEzEF
ERRERTR

— &
— &m
HAEEREBR
B

Fubon Bank E# k17

REE P RSB IRE M

9 HEAHHEERSFZFKRE

For the six months ended

30 June 2007 30 June 2006
BE-ZTZtF HE-TTF
~A=t+H NA=1+H
ZAfEA 2 7~MEA
HK$'000 HK$'000
FET TAT

27,241 (18,722)
(19,700) 38,600

7.541 19,878

10 EFERZRERR

For the six months ended

30 June 2007 30 June 2006
BE-ZEZTtFE HE_ZTTF
NA=+H NA=1+H
ZAfEA 2 7~MEA
HK$'000 HK$'000
FET TAT
(45,816) (81,714)
14,811 18,030

— (15,655)

(31,005) (79,339)
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Notes to the Unaudited Interim
Financial Report

11 TAXATION

(a) Taxation in the consolidated
income statement

The provision for Hong Kong Profits Tax for
2007 is calculated at 17.5% (2006: 17.5%) of
the estimated assessable profits for the six
months ended 30 June 2007.

REE P RSB IREM

11 BiE

(a) REWBRZHE

EB_FT

TEFRISHBETY

BEBE—_ZT+FE A=+
Elﬂ:/\i.ﬂzian‘fﬁn%t%/ﬁn
IR 17.5% 2 BE(ZTETR
1 175%)5HE o

For the six months ended

30 June 2007 30 June 2006
BE-TTLE HEZTTF
~A=+AH ~NA=1H
Z~EA Z~NEA
HK$'000 HK$'000
FHET FAT
Current tax-Hong Kong BNERRIE — BB MEH
Profits Tax
Tax for the period HAREIA 37,769 32,343
— (Over) / under-provision in *LEEF
respect of prior years BEREE) S EERR (582) 154
37,187 32,497
Deferred tax FIERITE
— Origination and reversal of —ERMERES
temporary differences KR (PHEE 30 (a)
(Note 30 (a)) (338) (5,295)
Total income tax expense Fiisfis 45 36,849 27,202
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Notes to the Unaudited Interim
Financial Report

11

TAXATION (continued)

(b) Reconciliation between tax expense and
accounting profit at applicable rate

Profit before taxation BRAE A A

Notional tax on profit before BREEADE T2 fh 5t

taxation, calculated at the BR - AEBERAZ
applicable rates in Hong Kong ~ fE:FHi&R:+E

Tax effect of non-taxable FERERTIERAZ
revenue -z

Tax effect of non-deductible JERHRE H 2
expenses BIETE

(Over) / under-provision in BEFE (BEEE)
respect of prior years S EETR

Actual tax expense BERBEXH

12 EARNINGS PER SHARE

32

The earnings per share is calculated on profit
attributable to shareholders of HK$217,338,000
(2006: HK$125,400,000) and 1,172,160,000 (2006:
1,172,160,000) ordinary shares in issue during
the period. There are no convertible loan capital,
options or warrants outstanding which would
cause a dilution effect on the earnings per share.

Fubon Bank E# k17

REE P RSB IRE M

11

12

BIE ()
(b) BIEXHEERAERRETE
ZEhaRIEZ iR
For the six months ended
30 June 2007 30 June 2006
BE-ETLE HETTRF
AH=+H ANA=TH
Z~f8A 28R
HK$'000 HK$'000
THET THT
254,187 152,602
44,483 26,705
(8,385) (2,659)
1,333 3,002
(582) 164
36,849 27,202
BREF

BRR & F) Th 1% HA A AR SR s T
217,338,000 B (Z T T XN F ¢
125,400,000 770 ) KR EIA B %
1T E B3 1,172,160,000 A% (=
T Z X 4F ¢ 1,172,160,000 A% ) 5
& o REBYETAI A HiZ BAR
B - MR s M R T TR 2 SR AR
B ERAFERETFE -
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Notes to the Unaudited Interim KA T AZ B BB 75 3R 5 I R

Financial Report

13 SEGMENT REPORTING 13 ZEHER

Segment information is presented in respect of
the Group's business and geographical segments.
Business segment information is chosen as the
primary reporting format because substantially all
of the Group's business is attributable to a single
geographical segment, Hong Kong.

The Bank and its subsidiaries are principally
engaged in the provision of banking and related
financial services.

Business segments

Retail Banking mainly comprises the Consumer
Banking and the Retail Distribution Network
businesses. Consumer Banking comprises
credit card merchant acquiring, provision of
credit card advances, insurance and unit trust
businesses. Retail Distribution Network business
mainly comprises private banking, deposit
account services, residential mortgage and other
consumer lending.

Wholesale Banking comprises the Small and
Medium Enterprise businesses and the Corporate
Banking Business. Small and Medium Enterprise
businesses include both personal and corporate
equipment financing, commercial lending to small
and medium enterprises, automobile and other
consumer leasing contracts and lending activities.
Corporate Banking business covers trade financing,
syndicated loans and other corporate lending.

Financial Markets mainly provides securities
brokerage, foreign exchange services and
centralized cash management for deposit taking
and lending, management of trading securities,
execution of management'’s investment strategies
in money market investment instruments and the
overall funding of the Group.

Fubon Bank #4817 Interim Report 2007 FH R &

DEERTIRBEREENES KRR
HOMRE - RSB 20
BRELEFETEE—ERA -
EBHEREREARERA -

RIRITREMB LR Z EREBR
RITEE RB W2 MR -

E3 ]

TERTEGIERFEARITE
BREERITER - AARTES
BREEAREPRE  EAREER
R - Rig REMLEEEY - T8
RITEB T ERIEMARITER -
TFHRE AR - EERBREAMHE
BER -

HBERTEBBRETNEEEBR
REIRITES - HPNEEXB BT
FAAREERBEE - B/ %D
%{El,\ ) /Wﬁ&ﬁﬁﬂ/ﬁ§$ﬁ§/\
HWREBEER - CEBITEBRE

BOmE RERKRAHOE
fBE -

CRMBEBETERREZSFEE
%Ex%%%&ﬁmﬂﬁ%%*%
BeER - RPEEEE « LA
f%m%&ﬁiﬂﬁhﬁ@gz&
BRERAEENEEESEIE -
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Notes to the Unaudited Interim
Financial Report

13 SEGMENT REPORTING (continued)

34

Business segments (continued)

Real Estate is responsible for the management
and orderly realization of the Group's repossessed
properties and properties acquired under lending
agreements.

(a) Operating income

Retail Banking TERTT
Wholesale Banking BLEEIRTT
Financial Markets LTS
Real Estate FEihE
Unallocated* KH¥EIER *

REE P RSB IRE M

13 DIBRER (A)
DR (H)

FHEEB B EE R ARFEH
EAREEKE RRBERERIHEG
M o

(a) EERA

For the six months ended
30 June 2007 30 June 2006
BE-ZZLFE BE-ZTTF

AA=T1H NHA=+H
Z7NMEA Z 7~ EA
HK$'000 HK$'000

FHET THTT
278,904 221,886
210,185 157,897
203,261 154,350

(1,489) (1,534)

(9,632) (5,400)
681,229 527,199
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Notes to the Unaudited Interim KA T AZ B BB 75 3R 5 I R
Financial Report

13 SEGMENT REPORTING (continued) 13 PEER (F)
Business segments (continued) EKoE(E)
(b) Profit before taxation (b) FERBRDER

For the six months ended
30 June 2007 30 June 2006
BE-Z2tF BE_TTRF

~NA=t+H NA=+H

278 A 28R

HK$'000 HK$'000

FHET FHTT

Retail Banking TERTT 78,182 37,249
Wholesale Banking HEZEERTT 116,053 19,121
Financial Markets SRS 148,676 121,302
Real Estate FEHiE (1,110) (2,589)
Unallocated* ROAIEE * (87,614) (22,481)
254,187 152,602

*

* Unallocated items mainly comprise interest FAMEIEE FEERAREEE

income derived from shareholders’ funds not used FEHHE 2 IR & % P L2 T
by the business segments, staff housing loans and EWA - BTIIERHRBEEF
the related interest income and funding costs, staff BWARESRHS « BL7#H
deposits and the related interest expenses and BREFEZ L  UARBHEEY
the head office premises, furniture, fixtures and 2 G KERKEHNEBZ
equipment and the related depreciation. HE -
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Notes to the Unaudited Interim
Financial Report

13 SEGMENT REPORTING (continued)

14

36

Geographical segments

The geographical segmental analysis is based on
the locations of the principal operations of the
subsidiaries or on the location of the branches of
the Bank responsible for reporting the results or
booking the assets, the location of customers and
the location of assets. For the periods ended 30
June 2007 and 2006, all of the Group's operating
income and profit before taxation were generated
by assets booked by the principal operations of
the branches and subsidiaries of the Bank located
in Hong Kong. More than 85% of assets were
either located in Hong Kong or were extended
to companies and individuals domiciled in Hong
Kong. The balance of the assets were extended
to companies and individuals domiciled outside
Hong Kong where no single geographical
segment accounts for more than 10% of assets.

CASH AND BALANCES WITH BANKS

Cash in hand Bé

Balances with the Hong Kong BHEEH
Monetary Authority EEREH

Balances with banks and RITRIZE R EAM
other financial institutions SRR 2 AR

Money at call and short notice * @A IEEIEZR*

* Money at call and short notice represents deposits
of up to a maximum of one month maturity from the
balance sheet date.

Fubon Bank E# k17

REE P RSB IRE M

13 DIBRER (A)
BESE

BIEDEZ BRI ERIEHBA
Bl TBEKFEME - KILAET
WEEENEEEARZABITS
IAE - BREAEREEME TIA
WE -NEE-_SELFER-ET
NENA=T B ANEEZFT
BEBWARGRT RS A RYEAL
REBHRBITHITRHBRRIA
IR BEESL - NEEBES5%
MEERMRBBHELINEEA
EHHNARREAARE @ MEHD
BERBHINBEBAIMIRE K
BARF BEAEZEZHSBEMN
SN R BEM—ERESESZRE
EZ10% °

14 BeRIRTEAXER

As at
30 June 2007 31 December 2006
R-ZZLF RZTTRF
AH=1H +=ZRA=+—H~
HK$'000 HK$'000
TER FAIT
86,879 87,444
1,138,315 -
203,005 207,841
5,232,604 7,523,386
6,660,803 7,818,671

* BAIR A B A B H AT R R
— 1B A EBZ 7 °
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Notes to the Unaudited Interim
Financial Report

15 PLACEMENTS WITH BANKS MATURING

REE P RSB IREM

15 —Z=+ 18 A B #2817 E HEHK

BETWEEN ONE AND TWELVE MONTHS

Maturing within
—3 months or less but over
1 month

— 1 year or less but over 3 months

16 TRADING SECURITIES

Trading securities at fair value
Debt securities
— Listed in Hong Kong
— Unlisted
Treasury bills (including Exchange
Fund Bills) — Unlisted

Total

The trading securities are
issued by:
- Central government and
central banks
- Public sector entities

Fubon Bank & #8817

Interim Report 2007 F &

As at
30 June 2007 31 December 2006

i 3 RZTTRF
~A=1H +=-A=1+—H
HK$'000 HK$'000
TER TAT
NV
— ZEAZATIE—EA
BAE 1,000,678 1,023,029
— —EFUTHE=EANRE - 661,172
1,000,678 1,684,201
16 FERGREZES
As at
30 June 2007 31 December 2006
R-BELE RZZEREF
AA=TH +=—RA=+—H”
HK$'000 HK$'000
TER FAT
BERFRGEESF A TER
BEBES
—REBEM 2,258 2,548
—J Lk 11,038 10,914
BEA (BENEES
Zig) LM 498,157 455,568
BE 511,453 469,030
BER RG22 EHBIAT
ST
— A RBT R R ERAT
499,295 456,710
—REE 12,158 12,320
511,453 469,030
37



Notes to the Unaudited Interim
Financial Report

17 OTHER FINANCIAL INSTRUMENTS

DESIGNATED AS AT FAIR VALUE THROUGH

PROFIT OR LOSS

Debt securities at fair value

— Listed in Hong Kong —REBLEM
— Listed outside Hong Kong — BB ET
Total #aME

The other financial instruments

profit or loss are issued by: BT
— Public sector entities —REWE
— Corporate entities —EER

BRATBETEMNERR
designated as at fair value through 2 Ef&BMTEAUT

REE P RSB IRE M

17 BRAFEETEMAEBSZRZHM
SRWMIA

BAHEERTEZ EBES

As at
30 June 2007 31 December 2006
N-ET+F RZZTZTRF
~A=+H +=A=1+—H~
HK$'000 HK$'000
FExT FAT
479,614 484,068
73,297 74,723
552,911 558,791

As at

30 June 2007 31 December 2006
R-ZZLF RZTTRF
~A=1H +=-A=+—H

HK$'000 HK$'000
TR THET
473,466 478,405
79,445 80,386
552,911 558,791
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Notes to the Unaudited Interim KA T AZ B BB 75 3R 5 I R
Financial Report

18 DERIVATIVE FINANCIAL INSTRUMENTS 18 fTESBTIA

(a) Notional amounts of derivative financial (a) FTESRIACBEZSHE
instruments
Derivatives refer to financial contracts whose PTHET ABEEIVAR —IEZK
value depends on the value of one or more ZIEMHEEES B ZEEM
underlying assets or indices. The following is EZEMER - UTRAKE
a summary of the notional amounts of each BRIV 2 EEEERANITAET
significant type of derivatives entered into by B R2BROREIBE -
the Group:

As at
30 June 2007 31 December 2006
R=BZtFAE=1tH KRBT E+-A=1—R

Trading  Hedging Total Trading  Hedging Total
25 B it 25 Eapa ]
HK$'000  HK$'000  HK$'000  HK$000  HKS'000  HK$000
TER TERL TER TAT T TA

Exchange rate derivatives [E&f74TE

- Forwards — &4 6,447,599 - 6447599 2,616,621 - 2616621
- Swaps 5 14,514,361 - 14514,361 11,527,646 - 11,527,646
- Options purchased - BEABE 20,107,584 - 20,107,584 11,881,004 - 11,881,004
- Options written —ATEE 20,102,981 - 20,102,981 11,880,492 - 11,880,492

61,172,525 - 61,172,525 37,905,763 - 37,905,763

Interest rate derivatives ~ A|ZFTAETE

- Swaps 5 17,040,848 1,876,272 18,917,120 12,656,871 1,866,840 14,523,711
- Options purchased - BEABE 391,450 - 391450 492,650 - 492650
- Options written — A 200,000 - 200,000 300,000 - 300,000

17,632,298 1,876,272 19,508570 13449521 1,866,840 15,316,361

Equity derivatives REFETA
- Swaps 5 1,451,447 - 1451447 462,882 - 462,832
- Options purchased - BAmE 1,199,367 - 1,199,367 127,419 - 127,419
- Options written — A 1,199,367 - 1,199,367 127,419 - 127,419
3,850,181 - 3,850,181 717,720 - 717,720

Commodity derivatives ~ B@iTETE
— Options purchased - BAGE 90,686 - 90,686 39,173 - 39,173
- Options written — it 90,686 - 90,686 39,173 - 39,173
181,372 - 181,372 78,346 - 78,346
Total &m 82,836,376 1,876,272 84,712,648 52,151,350 1,866,840 54,018,190
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Financial Report

18 DERIVATIVE FINANCIAL INSTRUMENTS
(continued)

(a) Notional amounts of derivative financial

instruments (continued)

The above amounts are shown on a gross
basis, as none of these contracts are subject
to any bilateral netting arrangements, and
include all embedded derivatives. The
contract amounts of these instruments
indicate the volume of transactions
outstanding as at the balance sheet date and

do not represent amounts at risk.

Trading transactions include positions arising
from the execution of trade orders from
customers and transactions undertaken
to hedge these positions which are not
designated as hedges under HKAS 39.
Derivatives used for hedging represent
hedging instruments designated as hedges

under HKAS 39.

(b)

Exchange rate derivatives EXfATA
Interest rate derivatives ~ FIEFTATE
Equity derivatives RETETR
Commodity derivatives ~ ERITELE

40

Fair values of derivatives held for trading

REE P RSB IRE M

18 $TESRMITE(H)

(a)

TESRMIACERESH(H)

RAEFPIHZ R HF - Wik
EANXERFEREER
P8 AL emIAEEE
TEBREMARARNITAET
B -ZETRZANESBERR
REEARAFRZRSE -
YIRS REARZ S -

=

BEERSGBERARPHTER
ERZREBREAAEPRES
BEEHERIE 39 BRI RIEE
EREMZRERBR LIRS °
R{ES 2 STET BIEREE
BEFEAIE 39 SRIEEER

R 2R TA -
(b) HEXZRAZBZTEIAZLD
FEE
As at
30 June 2007 31 December 2006

R-BELFERA=1H R=EZ FE+=A=1—H
Fair value Fair value Fair value Fair value
asset liabilities asset liabilities
AYEEEE AVTEEERE ATEEEE ATEEAE
HK$'000 HK$'000 HK$'000 HK$'000
TAR TAR AT AL
401,013 (233,925) 261,368 (152,915)
249,061 (253,481) 245,613 (252,657)
165,867 (165,867) 16,418 (16,418)
810 (810) - -
816,751 (654,083) 523,399 (421,990)

Fubon Bank E# k17
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Notes to the Unaudited Interim KA T AZ B BB 75 3R 5 I R
Financial Report

18 DERIVATIVE FINANCIAL INSTRUMENTS 18 PTESMIA(AF)

(continued)

(c) Fair values of derivatives designated as (c) BEEREHPIAZITEIR

hedging instruments ZATEE
As at
30 June 2007 31 December 2006

RZZELERA=TH RZEZ E+=-A=1-H

Fair value Fair value Fair value Fair value

asset liabilities asset liabilities

AVEEEE ATEERER ATEEEE  ATEEER
HK$'000 HK$'000 HK$'000 HK$'000

TiEn TiEn T TR
Interest rate derivatives ~ FIEFTATR 3,224 (8,733) 14,456 (3,057)
Fair value hedges N EEH
Fair value hedges consist of interest rate swaps R EEEHBERERER
that are used to protect against changes in the RITHRERERETERMR
fair value of the Bank's subordinated notes and FETIS N RSB M HE b
certain fixed-rate bonds due to movements in BRI o

market interest rates.
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18 DERIVATIVE FINANCIAL INSTRUMENTS

REE P RSB IRE M

18 $TESRMITE(H)

(continued)

(d) Contractual amount, credit equivalent (d) €02 CEEELEER

amount and risk weighted amount S

As at
30 June 2007 31 December 2006
e oy RZEENE+ZA=1-H

Credit Risk Credit Risk
Contractual ~ equivalent ~ weighted Contractual  equivalent  weighted
amount amount amount amount amount amount
GHeE GEEESE ERNESE Sl0E GEEBRE ERNERE
HK$'000  HK$'000  HK$'000  HK$'000 HK$'000  HK$'000
TR AR TR TAL AL AL
Exchange rate derivatives EEfATA 60,924,398 878,275 507,488 37,555,279 444,604 140,391
Interest rate derivatives ~ FIR{TATA 15,809,101 238,818 128,680 12,045,503 242515 59,970
Equity derivatives RETETR 3,070,061 180,834 45,845 397,772 21,105 3535
Commodity derivatives ~ ERHTETE 181,372 9,069 1814 78,346 3917 8
79,984,932 1,306,996 683,827 50,076,900 718,141 204,679

42

Derivatives arise from forward, swap and
option transactions undertaken by the
Group in the foreign exchange, interest
rate, commodity and equity markets. The
contractual amounts of these instruments
disclosed in this note indicate the volume of
transactions outstanding as at 30 June 2007
and 31 December 2006; they do not represent
amounts at risk. Embedded derivatives are
not included in the above tables.

PTET ATIRAAEBEINE -
ME - R BRATISEITE
B RIS mEL
AMERELZETAGNE
BESNMAZZTZTLERNA
=+tHER_FTXRE+_H
=+ —HAZRFRRZZE
WK REARZ LR - B
AFPTETAERIIN ERA -
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Notes to the Unaudited Interim
Financial Report

19 ADVANCES TO CUSTOMERS LESS

REE P RSB IREM

19 FEFERRRERRE

IMPAIRMENT ALLOWANCES
(a) Advances to customers less impairment (a) BEFEFRRERE
allowances
As at
30 June 2007 31 December 2006
R-ET+HF RZZERFE
AA=TH +=ZA=+—H
HK$'000 HK$'000
FTHET FAT
Gross advances to customers EFERBHE 28,588,802 25,914,351
Impairment allowances RERE
— Collective impairment allowances — A RERE (93,091) (81,404)
— Individual impairment allowances — (AR E R (69,616) (81,787)
28,426,095 25,751,160
(b) Movement in impairment allowances on (b) EFERRERESS
advances to customers
For the six months ended
30 June 2007
HE-ZT+F~A=1+AH
EAEA
Individual Collective
impairment impairment
allowances allowances
ERIRERE SERERE
HK$'000 HK$'000
FTET FHET
At 1 January 2007 R_ETt+F—A—H 81,787 81,404
Impairment allowances charged PR IR 2 RE
to income statement 4] 19,318 11,687
Amounts written off bl (40,136) -
Recoveries of advances written BERFECHER
off in previous years ExzE 8,647 -
At 30 June 2007 RZZZ+F A=1+H 69,616 93,091
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Notes to the Unaudited Interim
Financial Report

19 ADVANCES TO CUSTOMERS LESS

IMPAIRMENT ALLOWANCES (continued)

(c) Advances to customers analysed by

industry sector

The following economic sector analysis is
based on the categories and definitions used

by the HKMA:

Gross advances for use in

ERRERNES SR

Hong Kong
Industrial, commercial and financial T &8
~ Property development BEL
~ Property investment -NERE
~ Financial concems —eEtsE
- Stockbrokers -hzga
~Wholesale and retail trade -HERBER
- Manufacturing -iEx
~Transport and transport -EEREg
equipment B
~ Information technology —BHRE
- Others -Ef
Individuals faA
~ Loans for the purchase of -8 [EEAHEHE
flats in the Home Ownership RILAZEEE:
Scheme and Private Sector 8l BFHER
Participation Scheme
- Loans for the purchase of -BEEMEENEY
other residential properties &4
~ Credit card advances ~ERRER
~Others —Ef
Trade finance E5RE
Gross advances for use outside AT MIMERER
Hong Kong ez
Gross advances to customers  REE74%8

44

30 June 2007
R-EBLEAA=1A

REE P RSB IRE M

19 FFERRERRE (&)

(c) BITEDBENEFERK

ANEETESITIRESE
BERERIRES

Asat
31 December 2006
RZZEFT-A=1-H

% of gross loans % of gross loans

Fubon Bank E# k17

covered by covered by
Gross loans collateral Gross loans collateral
and advances FRAZER and advances R ER
EXRBNER LERSE,  ERReaE e aE
HK$'000 At HK$'000 sl
TEn % T %
2,13% 15.74 29392 3147
5,315,397 67.46 4,900,29% 6796
336,457 1453 484,250 1119
157,931 95.31 167,371 100
17,914 34.48 202404 19.68
1,388,973 2160 1,059,535 3294
131575 85.98 756,247 84.63
3210 96.09 61,663 849
2,956,131 4298 3,185,770 4567
5,994 100 3,275 100
6,919,868 96.94 6,946,882 %73
499,453 - 504,157 -
1,398,463 69.48 1,299,707 66.67
19,909,167 19,590,949
1,628,600 1293 943 406 1330
7,051,035 50.30 5,379,9% 59.09
28,588,802 6119 25,914,351 64.81
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Notes to the Unaudited Interim
Financial Report

19 ADVANCES TO CUSTOMERS LESS

IMPAIRMENT ALLOWANCES (continued)

(c) Advances to customers analysed by

industry sector (continued)

Analysis of impaired advances by loan usage
categories which account for 10% or more of

REE P RSB IREM

19 FFERRERRE (&)

(c) BITEDBNEFER (M)

BEFAEITEEPER
BEI10% H A £ ZREEK

gross advances to customers: PO
As at
30 June 2007 31 December 2006
R-FELERA=1A RZTENFTZA=1-H
Individual  Collective Individual ~ Collective
Impaired  impairment  impairment Impaired  impairment  impairment
advances  allowances allowances advances  allowances  allowances
RESR ERAERE SAWERE REER  ENRERE GARERE
HK$'000 HK$'000 HKS$'000 HK$'000 HKS'000 HK$'000
Tén TEn Thn Thr ThTL ThL
~Property investment ~ —#1x5E 18,144 4,483 4 12029 542 10
—Others (industria, —H(T%
commercial and EEYE
financial sectors) £hl) 8,204 4128 4,746 8210 3128 6,216
- Loans for the purchase  —~EEEfEE
of other residential EIE
properties 8233 334 2,700 10,147 106 3,381
-Gross advances for ~ ~FEBVEMIMER
use outsideHong Kong ~ RVE8%8 M8 39432 42970 100,290 46,609 32,715
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19 ADVANCES TO CUSTOMERS LESS

46

IMPAIRMENT ALLOWANCES (continued)

REE P RSB IRE M

19 FFERRERRE (&)

(d) Impaired advances to customers (d) EFERBEER
As at
30 June 2007 31 December 2006
RZB2LEXA=1H R=EZ E+=A=1-H
HK$'000 ; "% HK$'000 "%
THx "Bk T "B
Gross impaired advances Ji{EE7 &8 167,351 0.59 239,884 0.93
Individual impairment ~ FEREEFUE
allowances made 2 R E
againstimpaired loans B/ (69,616) (81,787)
97,735 158,097
Amount of collateral held  FEREEFEE
inrespect of impaired ~ ZHAREE
loans " 100,360 131,362

.. Asa percentage of gross advances to customers.

ii. Including expected recoveries of HK$15.5
million (2006: HK$73.5 million) from companies
in liquidation.

Impaired advances are those advances

where objective evidence exists that full
repayment of principal or interest is unlikely.

Fubon Bank E# k17

IEEFRENAEREZ AL °
115 7B B A] 4 )& B8 23 m] 4K [E]
Z 15,500,000 BT (= FZN
4E : 73,500,000 jET) °

REERRFEEERE

BUNERBEER A
B2 ERIEZERX -
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20 AVAILABLE-FOR-SALE SECURITIES 20 AIHtHERS

As at
30 June 2007 31 December 2006
R-ZBELE RZZERF
AA=TH +=—A=+—H”

HK$'000 HK$'000
AT FAT
Listed debt securities at fair value ~ EiEEESH 2 RATFEE
— Listed in Hong Kong —REBEM 2,666,718 3,536,368
— Listed outside Hong Kong —REBUINETT 940,013 477,808
3,606,731 4,014,176
Unlisted debt securities at fair value  3F FiERES — R ATV EE
— Treasury bills (including —BER (BIEINEES
Exchange Fund Bills) =5 4,278,562 4,827,763
— Certificates of deposit — G 350,843 86,741
— Debt securities —EBES 6,082,446 5,134,353
10,711,851 10,048,857
14,318,582 14,063,033
As at
30 June 2007 31 December 2006
R-ZELF RZTTARF
AA=TH +-A=1+—H
HK$'000 HK$'000
FHET FAT
Equity shares at fair value BRE—RAFEE
— Listed in Hong Kong —REB LM 76,999 68,173
— Unlisted —JELEmm 149,774 125,948
226,773 194,121
Total available-for-sale securities A HEEHEE 14,545,355 14,257,154
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Notes to the Unaudited Interim
Financial Report

20 AVAILABLE-FOR-SALE SECURITIES (continued)

The available-for-sale securities

are issued by:

- Central governments and
central banks

— Public sector entities

- Banks and other financial

institutions

— Corporate entities

48

ARHERSAAT
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—FRRBF R
R RERTT

—NEHE

—RITREM
SRR

—hbEEE

REE P RSB IRE M

20 WELERSE)

As at
30 June 2007 31 December 2006
R-ZZLF RZTTRF
ANA=TH +=ZRA=+—H~

HK$'000 HK$'000
Tz THT
6,685,102 8,001,169
134,038 153,000
6,450,664 4,969,122
1,275,551 1,133,863
14,545,355 14,257,164
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Financial Report

21 INVESTMENTS IN ASSOCIATED COMPANIES

Unlisted shares, at cost

JE LM - EAKAE

B

Advances =K
Less: Impairment allowances on /JI D EmRGHZ
unlisted shares BERE
Impairment allowances for r)— [l A Al
advances to an associated ERRE
company B

The Bank owns 40% (2006: 40%) of the issued
share capital of IBA Finance Corporation, which is
incorporated in the Philippines. The principal activity
of the IBA Finance Corporation is the provision of
financing and leasing services in the Philippines.
An investment of HK$5 million in Fubon Capital
(HK) Limited (formerly known as FB Gemini Capital
Limited) is included in the cost of unlisted shares.
The Group has not equity accounted for the
investments in the associated companies in view of
the immaterial amount involved.

Fubon Bank #4817 Interim Report 2007 FH R &

REE P RSB IREM

BEATRE
As at

30 June 2007 31 December 2006
R-EZtHE RZTEREF
AA=tH +-A=+—H
HK$'000 HK$'000
TET FHT

10,761 5,761

9,470 8,882
(5,761) (5,761)
(2,368) (2,335)
12,102 6,547

NRTHEECIFREFTMK L2
IBA Finance Corporation 40% (=
TETRF : 40%) BEBITRA © %
WAE.AZ\\TZE;:;%%%%EA;E@ﬁ

R REERY - RNE FEL
ﬁ(%iﬁ)ﬁﬁﬁ’&ﬁ(ﬁﬁﬁ%%&%ﬂ;ﬁ
ERAR) ZRERAEETIIA
FE LMD Z KA - HRIRE R
TEKN WAEBEWEREKEF
RER AT EENZERERRZ
& -
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Notes to the Unaudited Interim

Financial Report

22 FIXED ASSETS

Cost or valuation
At 1 January 2007
Additions
Disposals

At 30 June 2007
Accumulated depreciation
At 1 January 2007

Charge for the period
Released on disposal

At 30 June 2007

Net book value

At 30 June 2007

At 31 December 2006

BAESREE
R=ZZ+F—A—H
NE

HE

R=ZE+F A=1A
RitHE
R-_ZT+F—F—H
HRTE

HEZEE
R=ZT+FAA=1A
BETE
R=ZE+F A=1A

R-EEF+-A=t-H

23 DEPOSITS AND BALANCES FROM BANKS

Deposits and balances from banks  $R77F % 2 175 R &t r
Deposits and balances with the
Hong Kong Monetary Authority

50

Fubon Bank E# k17

REE P RSB IRE M

22 EEEE
Furniture,
fixtures and
equipment
Premises B #8 Total
L/ SET Et
HK$'000 HK$'000 HK$'000
THT THT THT
1,132,743 450,964 1,583,707
- 44,780 44,780
= (3,399) (3,399)
1,132,743 492,345 1,625,088
127,559 336,892 464,451
6,423 22,951 29,374
= (3,280) (3,280)
133,982 356,563 490,545
998,761 135,782 1,134,543
1,005,184 114,072 1,119,256

23 BITEEZERREH

As at
30 June 2007 31 December 2006
R-ET+F RZZTERF
AH=1H +=-—A=+—H
HK$'000 HK$'000
TET THAT
843,617 936,677

RNEBEHERR TN

S&=E0 80 24,838
843,697 961,615
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24 DEPOSITS FROM CUSTOMERS 24 BEFEFER

As at
30 June 2007 31 December 2006
R-BZLF R-ZTTRF
ANA=+HB +=ZA=+—H

HK$'000 HK$'000
FHT T
Demand deposits and TEHA R RIF
current accounts 5,319,635 5,410,210
Savings deposits RBEER 879,068 833,204
Call deposits AT 2,371,915 2,247,328
Time deposits TE BiTF IR 26,166,793 25,320,091
34,737,411 33,810,833
25 CERTIFICATES OF DEPOSIT ISSUED 25 ERTERHE
As at

30 June 2007 31 December 2006
R-ZBELF RZTTARF
AHA=tH +=-A=+—H”
HK$'000 HK$'000
FHET FAET

3 months or less but not =EAATEES
repayable on demand BIREE 2,638,113 1,047,847
1 year or less but over 3 months —FFATE=EANKE 1,060,650 1,983,600
5 years or less but over 1 year RAFFATE—FIAL 491,400 491,900
4,190,163 3,523,347
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Notes to the Unaudited Interim
Financial Report

26 DEBT SECURITIES ISSUED

REE P RSB IRE M

26 DRITEBES

Floating rate notes FERE
Variable coupon rate notes SEBRZRE
Zero coupon bond TEER

The debt securities issued represent the notes
issued by the Bank under the Bank's Euro
Medium Term Note Programme.

The floating rate notes of face values and
carrying amounts of USD150 million (equivalent
to HK$1,173 million) were issued by the Bank
on 4 April 2006 bearing interest at the rate of
three-month USD LIBOR plus 0.22% per annum,
payable quarterly. The maturity date for the notes
is 6 April 2009.

The variable coupon rate notes were issued by
the Bank in the second half of 2006, which are
denominated in HKD and USD and mature at
various dates through to 2016.

The zero coupon bond with a face value of
HK$520 million and issue price of 48.076615%
was issued by the Bank on 12 April 2007. The
maturity date for the bond is 12 April 2022 but
it can be called by 12 April 2017 on the 10th
anniversary of issuance. At the same time,
the Bank entered into an interest rate swap to
hedge the interest rate risk associated with the
bond. Under the terms of the interest rate swap
the Bank makes quarterly floating rate interest
payments and receives fixed rate interest income.

Fubon Bank E# k17

As at
30 June 2007 31 December 2006
R-ZZLF RZTTRF
AA=t+H +=A=+—H~
HK$'000 HK$'000
FTERT FAT
1,172,670 1,166,775
659,560 247,387
249,999 -
2,082,229 1,414,162

EBBFEARRITRIZEBITHH
REATEIBTIRE -

RFITR =TT /NF M AN A AT
FEEMEECEA—BRTESE
T(HEER+—EBET=88%T)
E’J/?p—r]{)% ux—rmfoF%ﬁ?%
fRFERTT R H =8 A =ik 85
EfN 0.22%  BEERNE—R e
ZEZBNIHAA-TTNFN
A/<B °

RBITR_BBRETEFET
ZEEXNERE  WBETRET
mfﬁlﬁ;ﬁl?ﬂx'ﬁﬂﬁ 2=
—REF e

ARTR=ZZETLFMA+=H
BOTERMEBEARABE-_TESLH
TEES METEAZEHRELZ
48.076615% ° EHFNR T = —
MA+ZHEE - EAREITE
10 £ - =T —tFMA+=H
AIERBAEE - FE - ARTAY
SRERE S A B 2 B KRR ET M &=
BHEH - BEBEFREIRE D2 1G
R RRITEFRFE IR F
8.+ WIREE FI R UYEFIS.
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Notes to the Unaudited Interim
Financial Report

27 TRADING LIABILITIES

Short positions in Exchange
Fund Bills / Notes BE

28 OTHER ACCOUNTS AND LIABILITIES

Other financial liabilities *
Accounts payable and
other liabilities

Hiperas-
[ENERRERAMAE

* Other financial liabilities represent funds obtained from
financial institutions in respect of government bills and
notes short sold.

Fubon Bank #4817 Interim Report 2007 FH R &

NNEESFR BHL

REE P RSB IREM

27 XEBEZEE

As at
30 June 2007 31 December 2006
R-BZLF RZTTRF
AHA=tH +=A=+—H~
HK$'000 HK$'000
THER FAT
478,992 445,695

28 HitlREREARE
As at

30 June 2007 31 December 2006

HoBBLE  ROTTAR
AA=+R  +t-A=t-A
HK$'000 HK$'000
F b7
5,177,284 6,194,642
1,128,365 1,013,692
6,305,649 7,208,234

* B MR EIEE 2 BFRE
Rias it e Me g mERmEs -
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Notes to the Unaudited Interim

Financial Report

29 INCOME TAX IN THE BALANCE SHEET

Current taxation in the balance sheet represents:

Provision for Hong Kong
Profits Tax for the period

Provisional Hong Kong
Profits Tax paid

Balance of Hong Kong
Profits Tax provision
relating to prior years

Representing:
Provision for Hong Kong
Profits Tax*

B2 EBFEH
Bl
ENEGES
FligHt

FREFREE
TSBERE
R

f
EEFIEH
ETH

* The amount of taxation payable is expected to be
settled within 1 year and is included in the “Other

accounts and liabilities”.
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29 EESBRAZFMEH
FIABERGBRZAHHIER -

As at

30 June 2007 31 December 2006
R-ET+F RZZTERF
~A=1H +=-A=+—H
HK$'000 HK$'000
TER FAT
37,770 66,932
(6,735) (17,008)
31,035 49,924
43,153 (6,189)
74,188 43,735
74,188 43,735

¥ R E RGN —FREE -
WEEAIIA [EiEARE &)

A e
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Notes to the Unaudited Interim
Financial Report

30 DEFERRED TAX ASSETS AND LIABILITIES

Net deferred tax asset W BEAERA
recognised on the R ELEHIA
consolidated balance sheet BEFH

Net deferred tax liability W BEABERA
recognised on the R EERIR
consolidated balance sheet BEFE

Fubon Bank & #8817

Interim Report 2007 F &

REE P RSB IREHE

0 EEBEEEREE

As at
30 June 2007 31 December 2006
R-BELF RZZERF
AHA=tH +=A=+—H~

HK$'000 HK$'000
Tz THRT
5,808 2,463
(26) (8,858)
5,782 (6,395)

b5



Notes to the Unaudited Interim
Financial Report

30 DEFERRED TAX ASSETS AND LIABILITIES
(continued)

(a) Recognised (a)

The components of deferred tax assets /
(liabilities) recognised in the consolidated
balance sheet and the movements during the

REE P RSB IRE M

30 EEBHEERSE (H)

2R
REAEERBERNBERE
ERBEE(AE) 2 BHEK

B RNz EBHIT

period are as follows:

Depreciation  Defined Revaluation
allowancesin ~ benefit Collective of available-
excess of related  scheme impairment Cashrebate  for-sale /
depreciation assets allowances adjustment securities Revaluation
BEEBREYN TEEA 26 BEEE  THEE ofpremises  Other Total
WEGHE THEE BERE  2BE  BHE NEEH it ]
HK$000  HK$000  HKS000  HKS000  HK$000  HKS000  HK$000  HKS000
Tén TEr TEr TEr TEr  TEr  TEr T
At1 January 2006 R=EE/F-A-H (8371 (2899 13320 (3278) 10571 (7,032) 361 2672
(Charged) /credited to ~ &FAMERZ
consolidatedincome~~ (7iH),/
statement EE 2336 - 97 2,606 - 121 (150) 5840
(Charged) toreserves (/& (341t
(Note 34) (MtzEaa) - - - - (14907 - - 14907
At31December2006  RZETRAETTA=T-H  (60%)  (28%9) 1447 672 (@36 (691 N (63%)
At1 January 2007 R=5ZtF-A-H (603) (2899 14247 672 (433%6) (691 11 (63%)
(Charged) /credited to ~ &FAMERZ
consolidated (Zi)/
income statement EE 2,393) - 2,045 672 - 60 (46) 3%
Credited toresenves Rl
(Note 34) (MtzEaa) - - - - 118 - - 1189
At30 June 2007 Rt A=TH (8428  (28%9) 16292 - 153 (6851 165 5782
(b) Unrecognised (b) KREER

The Group has no material unrecognised
deferred tax asset or liability as at 30 June
2007 (2006: HK$Nil).
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Notes to the Unaudited Interim

Financial Report

31 SUBORDINATED NOTES ISSUED

Subordinated notes with face value of USD
200 million (equivalent to HK$1,564 million) and
carrying amount of HK$1,555 million qualifying
as tier two capital were issued by the Bank on 25
April 2006. The notes bear interest at 6.125% per
annum for the period from the issuance date to
26 April 2011, payable semi-annually. The notes
carry a one-time call option exercisable by the
Bank on 26 April 2011. If the call option is not
exercised, the interest rate for the subordinated
notes will be reset to the United States treasury
rate plus 1.93875% for the period from 27 April
2011 to the final maturity date on 26 April 2016,
payable semi-annually.

The carrying amount of the subordinated notes
includes an adjustment of HK$9 million due to
application of fair value hedge accounting.

32 SHARE CAPITAL

The holders of ordinary shares are entitled to
receive dividends from time to time and are
entitled to one vote per share at a general
meeting of the Bank. All ordinary shares rank
equally with regard to the Bank's residual assets.

Authorised

1,406,592,000 (2006: 1,406,592,000)
ordinary shares of

HK$1 each

Ordinary shares, issued and
fully paid At 1 January and

EERA

Epiills
BETRAR BB
R—A—BRRER

at the end of the period

Fubon Bank & #8817

Interim Report 2007 F &

K

31

32

1,406,592,000 Bk (ZZZ/R4
1,406,592,000 &%) SHkE(E 1 57T

SRR BB T A MR

ERITRHERE

RETR-ZTTANFOA=-+4
BETZERE_BET(HAER
THRHEATHEEST) KEAS
BrARATHAEEELHE R
BAREA 2 BEEE - ZERES
EhBETEREE —T——440 A
ZHNBIEERERFEEE 6.125%
AR BEFME—IK - ZEFRE
ERHE— R MEERRERE T Hh
NRITR T ——FWMA=+/~H
IT1E o WL B RE BE E i R 1T
fF ZEREZEBEZHNERH=
T——FNA-tHEREERRK
A =T —A"FMA=1+/<H
I E AXBERERE SR
h0 1.93875% * WHERFHEFNE

T
IN °

bR ERE FESEE AR
RAAFEEE TG HEMIEL
NBEEBTZHE

R

BB AG T RIS K
BRERARITZBRAE LR
R—F - A EBREARRTZH
HEEF B RS -

As at
30 June 2007 31 December 2006
R-BBLE RZZZRF
AA=TH +=-A=+—H
HK$'000 HK$'000
TR THEL
1,406,592 1,406,592
1,172,160 1,172,160
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Financial Report

33

34

58

SHARE PREMIUM

The application of the share premium account
is governed by section 48B of the Hong Kong
Companies Ordinance.

RESERVES

At 1 January 2006

Profit after tax for the year

Realisation of revaluation
surplus of available-for
-sale securities

Net change in fair value of
available-for-sale securities

Deferred taxation (Note 30)

Dividend paid in respect of
the previous financial year

Interim dividend paid

Transfer to regulatory reserve

At 31 December 2006

Profit after tax for the period

Realisation of revaluation deficit

of available-for-sale securities
(Note 9)
Net change in fair value of
avallable-for-sale securities
Deferred taxation (Note 30)
Dividend paid in respect of
the previous financial year
Transfer to regulatory reserve

At 30 June 2007

R-FEAF—A-B
By
A ERRL
ERRER

EEHR (it 30)
BIRAZ LRI
RS
ERATHRS
EREATERE

RZEENETZA=1-H

LNl
A ERRL
BfEAER
(Bt 9)
A ERS
FLTEER
SR (HH3E 30)
BIRAZ E—ER
ERKRE
L by

R=BRLERAZTA

REE P RSB IRE M

33 RADEE

Bfn s (B IR 2 JE A Z B ECAAE
)55 48B 1KELE

34 f#fE
Investment
Capital revaluation
redemption  Regulatory reserve Retained

reserve reserve RE  eamings Total
EAEERHE EERE Efiffk REEN ag
HK$000 HK$000 HK$000 HK$000 HK$'000
AL THL TR TAR T
372,000 107,722 (49.841) 1,397,097 1826978
- - - 327,168 327,168
- - 36.250 - 36,250
- - 80,871 - 80871
- - (14,907 - (14,907)
- - - (128938) (128,938)
- - - (70,330) (70,330
- 21,850 - (21,850) -
372,000 129,572 52373 1503147 2,067,092
- - - 217,338 217,338
- - (27,241) - (27,241)
- - (21,851) - (21,851)
- - 11,839 - 11839
- - - (140,659) (140,659)
- 13372 - (13372) -
372,000 142,944 15120 1566454 2,096,518

Fubon Bank E# k17

Interim Report 2007 F ik &



Notes to the Unaudited Interim
Financial Report

34 RESERVES (continued)

(a)

Fubon Bank & #8817

The capital redemption reserve arose from
the redemption of the Bank's “A” and “B”
preference shares in 1991 and 1992 out of
its retained earnings. The capital redemption
reserve is undistributable under the Hong
Kong Companies Ordinance section 79 C(2)
but may be applied by the Bank in paying
up its unissued shares to be allotted to its
members as fully paid bonus shares.

Subsequent to the balance sheet date, the
Directors have proposed an interim dividend
of 6 Hong Kong cents per share (2006: 6
Hong Kong cents per share) amounting to
HK$70,329,600 (2006: HK$70,329,600). This
dividend has not been recognised as a liability
at the balance sheet date.

Regulatory reserve

At 1 January R—A—H
Transfer from TR R A e
retained earnings

The regulatory reserve is maintained to satisfy
the provisions of the Banking Ordinance for
prudential supervision purposes. Movements
in the reserve are made directly through
retained earnings and in consultation with the
Hong Kong Monetary Authority.

Interim Report 2007 F &

REE P RSB IREM

34 fRE ()

) BAEEFERE—NNL—F
R—ANZFEAARRITZIRE
SEMBEFERE TA] & [B] 48
BAEBRMES - RIBFEB(AD

AERBINE 79C(2) 1§ - BAME
ElfFE TR 2K - {BA A
$R1T A LA S L 2 T KR R
ZARBITRG 2 R AEREE
ATRS ©

(b)) REEHR EFCERIK
MR EEk 6 &l &

# 70,329,600 # (= &
TRF Bk 6 B AF
70,329,600 #&iT) © ﬁt#% B
WARGEE AERAERE
(c) EERE
As at
30 June 2007 31 December 2006
R-BZLF RZETRE
AH=1H +ZA=+—H
HK$'000 HK$'000
TER TAT
129,572 107,722
13,372 21,850
142,944 129,572

EARBCRTIT RGO ERE
TERHIAREEE - E%n%f%Z“
NEBATBERERRZERR
BEEEBREREMIES -
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REE P RSB IRE M

35 ANALYSIS OF ASSETS AND LIABILITIES BY 35 REBRHRIMEERARE
REMAINING MATURITY
The following maturity profile is based on the T HRARINDEREEREEL
remaining period at the balance sheet date to the FIBAZEIHER A 2 FIGAEAR -

60

contractual maturity date:

ASSETS EE

Cashand balances withbanks ~ BERIFIRELR

Placements with banks maturing ~ —Z+=fERZIHz
between one and twelve months ~ FTREME

Trading securities HERBRIEZES

Other financial instruments BATEEEHA
designated as at fair value ek A
through profit or loss SEIA

Derivative financial instruments 1744 BTA
Advances to customers less RPERAERE
impairment allowances

Other assets AR
Available-for-sale securities Blin=
Undated assets EFHEE
LIABILITIES &f

Deposits and balances from banks TR/ kA
Deposits from customers R
Certificates of depositissued BETRIE
Debt securities issued BEERES
Derivative financial instruments 1744 BTA
Trading liabilties RAFEBE
Other libilties EfAfE
Subordinated notes issued BERERE
Undated liabilities ETHAR

Net liquidity gap RHELROFE

As at 30 June 2007
RZEBLERA=TA
Over3  Over1

Repayable months  yearto
on 3months tof1year 5years Over Undated
demand  orless =fAA —%  5years or overdue
Total 0¥ @A Nk DY 1

48 & gMF  E-f ZEF DY)
HK$000  HK$000 HKS000 HKS000 HK$000 HKS000  HKS000
Thr TEL TEL T TEr  TEL TEn

6,660,803 1428,199 5,232,604 - - - -

1,000,678 - 1,000,678 - - - -
511,463 - 4987157 43k 5592 3369 -
552,911 - - - 400,169 162,742 -
819975 - - - - - 81997

28426095 1,004,999 7,104,032 4048490 8140023 8114946 13606

551,340 - 500049 36484 5807 - -
14,545,365 - 1,601,691 8049483 2962419 1680488 261274
1,806,944 - - - - - 1,805,944

54,874554 2,433,198 15,946,211 12,138,802 11,614,010 9,951,636 2,890,798

843697 3649 840,048 - - - -
34737411 8570618 24108294 1274643 618900 164,956 -

4,190,163 - 2,638,113 1,060650 491,400 - -
2082229 - 41810 92200 1684149 264070 -
662,816 - - - - - 662816
478992 - 467748 1969 5930 336 -
5,733,161 - 3215375 2019496 498,290 - -
166,115 - - - - 155,115 -
572514 - - - - - 572514

50,806,098 8,674,267 31,311,388 4,448,958 3,298,669 1987486 1235330

(6,141,089)(15,365,177) 7,689,844 8,215,341 7,964,049
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Notes to the Unaudited Interim
Financial Report

35 ANALYSIS OF ASSETS AND LIABILITIES BY

REMAINING MATURITY (continued)

ASSETS &E

Cashand balances with banks ~ B&REAFELR

Placements with banks maturing  —2T=fEAZIH2
between one and twelve months  BATFERR

Trading securities HERBRRZES

Other financial instruments BATRETEAA
designated as at fair value ek Af
through profit or loss SHIE

Derivative financial instruments {7448 T4
Advances to customers less RPEAAERR
impairment allowances

Other assets HEE
Available-forsale securities AfHERS
Undated assets EEHEE
LIABILITIES 8

Deposits and balances from banks - E{1EEFFREH
Deposits from customers ERE
Certificates of depositissued BETRIE
Debt securities issued BEERES
Derivative financial instruments ~ $T4£2BIA
Trading liabiities RHEBLEE
Other liabilties Efiaf
Subordinated notes issued BETRERE
Undated liabilties EEHAE

Net liquidity gap HEEEHOFE

REE P RSB IREM

35 RABHRIMZEEREE(H)

As at 31 December 2006
RZTEFT-A=1-H

Over3  Over!

Repayable months  yearto

on 3months toTyear  Hyears Over  Undated
demand  orless  =fAA —&  byears oroverdue
Total 5 =f@A M W F A
fam & T EF ERf RE 88
HK$000 HK$000 HK$000 HK$000 HKS000 HK$000  HK$000
Tén Tér Tér TR T  TEr  TEn
7818671 295,285 7,523,386 - - = =
1,684,201 - 1023029 661,172 - - -
469,030 - 28575 197641 9804 3010 -
558,791 - - - 403682 155,109 -
537,855 - - - - - B378%
25,751,160 860,688 5748449 3847986 7547045 7656293 90,699
550871 - 49139 52269 2463 - -
14,257,154 - 11159 6629624 4474611 1217280 224,044
1,719,143 - - - - - 1719143
53346,876 1,155,973 16,761,173 11,388,692 12,437,605 9,031,692 2,571,741
961515 101,024 860491 - - - -
33810833 8490742 23418093 1018763 743222 140,013 -
3523347 - 1047847 1,983,600 491,900 - -
1414162 - - 42010 1,358,151 14,001 -
425,047 - - - - - 4504
445,69 - 489%6 185765 7966 3008 -
6,808,249 - 5578136 628216 601,897 - -
1570,155 - - - 1,570,155 - -
408843 - - - - - 408843
49,367,846 8,591,766 31153523 3858364 4773291 157,022 833890

(7,435,793)(14,392,350) 7,530,338 7,664,314 8,874,670
61
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REE P RSB IRE M

36 MATERIAL RELATED PARTY TRANSACTIONS 36 EXHERARXS

During the period, the Group entered into
a number of transactions with its ultimate
holding company and related parties, including
Taipei Fubon Commercial Bank Co., Ltd. These
transactions were entered into in the ordinary
course of the Group’'s banking business
and included, inter alia, lending, placement
of interbank deposits, participation in loan
syndicates, correspondent banking transactions
and foreign exchange transactions. The contracts
were priced based on relevant market rates at the
time of each transaction, and were on the same
terms as those available to other counterparties
and customers of the Group. In the opinion of the
Directors these transactions were conducted on
normal commercial terms.

Information relating to income and expenses from
related party transactions during the period and
balances outstanding as at the balance sheet date
is set out below:

(a) Income and expenses

Ultimate holding company — &8 &]

Interest expense MEH
Fellow subsidiaries IGES 01N
Interest income FEWA
Interest expense FEZ

RHRAEE D B EE AR
ARkEERT - BREAILEHEE
RITBNBERABTETRS - kit
RS TR B2 SR1T M (K
BERE  ERRTREER 2
EIREER - RIBRITRZH RIMNE
RG)2—REFET - BHEEH
BEIRR ZER 2 HETRER] B
1% WARREAR B[R KR P
RN EEER AT - EER
7 B3R5 iR —RREFGE
fre

ERMAMES TR ZMELEZR
SRR EE E HAREE SRR AR
#H5Ia0

(a) WMARZH

For the six months ended
30 June 2007 30 June 2006

BE-BTLF HE_FTTAE

AA=1H ~NA=+H
Z~EA Z7\EA
HK$’000 HK$'000

FHET FHET

105 =
3,269 263
2,397 420
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Notes to the Unaudited Interim
Financial Report

36 MATERIAL RELATED PARTY TRANSACTIONS
(continued)

(b) Commission and services charges

Fellow subsidiaries* RRMBAR *

* The amount represents aggregate customer
referral and support service fees paid to Taipei
Fubon Commercial Bank Co., Ltd, Fubon
Securities Co., Ltd. and Fubon Life Assurance
Co., Ltd. by the Group's entities during 2007
pursuant to the amended business co-operation
agreements dated 20 March 2006. These
transactions constitute continuing connected
transactions of the Group under Rule 14A.14 of the
Listing Rules.

(c) Placement of deposits

REE P RSB IREM

36 EABERIRS (H)

(b) RERREE

For the six months ended

30 June 2007 30

June 2006

BE_2TLE HE_TTA

AA=tH AA=+H
ZAMEA 28 A
HK$'000 HK$'000

TR TAT
11,974 3,417

* ZAHEIAEERER —FF L
FARBR-_FENF=H =1
HETZ ZAE(EZTRIEE (E %
AL EABFHRRITRG AR
7]~ B EESRO FRAF]
REFANERBERGHRAAL
T2 BN 5P RIRTE B AR -
EZEEGETBRLTHRAE
14A.14 RAPTIER Z 15 B 52

%5
(c) B

As at

30 June 2007 31 December 2006
R-ZZLF RZTTRFE
AB=t+H +=ZRA=+—H

HK$'000 HK$'000
THET FAT

Fellow subsidiaries [ Z1E 2 A]
At 1 January R—A—H - -
Placements during the period /year 5,/ F ARGk 2,002,387 787,526
Repayments during the period /year i/ #FR(EE (1,826,115) (787,526)
176,272 -

Fellow subsidiaries IGES G
Accrued interest and other accounts &= R E 5B 747 =

There was no impairment allowances made
against these amounts.
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Notes to the Unaudited Interim
Financial Report

36 MATERIAL RELATED PARTY TRANSACTIONS

64

(continued)

(d) Acceptance of deposits

Ultimate holding company
At 1 January

Acceptance during the period / year
Repayments during the period / year

Fellow subsidiaries
At 1 January

Acceptance during the period / year
Repayments during the period / year

Fellow subsidiaries
Other accounts and liabilities

(e) Financial Instruments

Exchange rate contracts
(notional principal)

Equity Swap (notional principal)

REE P RSB IRE M

36 EABERLRS (A)

(d) BEREFERK

As at
30 June 2007 31 December 2006

R-BE2tF R-BTRE
AA=t+H +=-A=1+—H~
HK$'000 HK$'000
FEx FHT

AR A A]
R—HA—H 3,919 3,722
5,/ NN 475,581 917,875
i/ FNEE (475,456) (917,678)
4,044 3,919

VGES N
®—A—8 324,000 -
1/ FRER 3,067,232 3,052,610
8/ FNEE (3,391,232) (2,728,610)
- 324,000

I ZR1E R 7]
HifR B R AE 42,181 110,509

(e) EWMTH
As at
30 June 2007 31 December 2006
R-ZZLF RZTZTRF
~A=tH +-A=t+—H
HK$'000 HK$'000
FTER FHT
ERAH

(BEALE) 2,507,251 -
BEEH(BEAESH) - 97,231

Fubon Bank E# k17
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Notes to the Unaudited Interim
Financial Report

REE P RSB IREM

37 CONTINGENT LIABILITIES AND
COMMITMENTS

37 IREERARE

(a) Credit related commitments and (a) REEERZEERRIAEE

contingencies

Credit related commitments and contingencies
include acceptances, letters of credit,
guarantees and commitments to extend
credit. The risk involved is essentially the
same as the credit risk involved in extending
loan facilities to customers. The contractual
amounts represent the amounts at risk should
the contract be fully drawn upon and the
credit default. As the facilities may expire
without being drawn upon, the contract
amounts do not represent expected future
cash flows.

HIEERMZAERANIAR
BREAUREHREEZALE
B SR8 EREFAMR
I e Fip R BREA LHEA
BEPRHEERZEERRMA
[ - SNBFRIEE ST
2RBEEFEORAAER
oz B - IR ZEHAER
AREEARKIRIATE 2 H - 8
BRBBI TRRIBEERRR

ERE °

Asat
30 June 2007 31 December 2006
R-EBLERA=1A RZEENETZA=1-H

Credit risk Credit risk

weighted weighted

Contractual amounts  Contractual amounts

amounts EERR amounts EEER

EHeE NELE aheE MigeR

HK$'000 HK$'000 HK$'000 HK$'000

Tn TiEn Tin Thn

Direct credit substitutes EREEBRER 488,986 488,986 45,051 452,051

Transaction-related contingencies ER5ERINER 118,714 59,357 122334 61,167

Trade-related contingencies HE5EB 2 SNER 718,389 143,678 599,497 119899
Undrawn loan facilties ARBZERER

—with an original maturity of under Tyear  —BTZIEERON-—F

or which are unconditionally cancellable ST E{EHEETE 9,781,322 - 10008753 -

~with an original maturity of 1year orover  —RaIISERA—Fai L 826,126 413,063 784,352 392,176

Forward forward deposits placed EEBIONE 666,336 133,267 1,288,015 257,603

12,599,873 1,238,351 13,265,002 1,282,896
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Notes to the Unaudited Interim
Financial Report

37 CONTINGENT LIABILITIES AND
COMMITMENTS (continued)

66

(b) Lease commitments

(c)

The total future minimum lease payments
under non-cancellable operating leases are
payable as follows:

——&R
——ZERFH

— Within one year
— Between one and five years

Capital commitments

Capital commitments for the purchase
of participation in investment funds and
equipment outstanding at 30 June 2007 not
provided for in the unaudited interim financial
report were as follows:

Contracted for BiTEH

Fubon Bank E# k17

REE P RSB IRE M

37 IAREBBERARE (A)

(b) HERE
DABUEEERE N2 R R &
EEMHSHBRENT «

As at

30 June 2007 31 December 2006

R-ZBELF RZTTRF
~A=tB +-A=t+—H
HK$'000 HK$'000
FBT FHT
33,438 31,223
37,526 39,946
70,964 71,169
(c) BEAEIE

RPBLERA=TAAR
RAST R SRR 5 R
ZEBBESRRA RS KR

EZARABEAREENT -
As at

30 June 2007 31 December 2006
R-ZZLHF RZTTRF
AA=t+H +=—A=+—H~
HK$'000 HK$'000
THERT FAT
155,124 132,319
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Supplementary Financial
Information

R BER

(A) Capital adequacy ratio (A) EXxFZREER

Capital adequacy ratio BAZRLE

Core capital ratio BB AL &

The capital adequacy ratio and core capital ratio
at 30 June 2007 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, and are
compiled in accordance with the Banking (Capital)
Rules issued by the HKMA under section 98A
of the Hong Kong Banking Ordinance for the
implementation of the “Basel II" capital accord.
In accordance with the 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 two capital ratios at 31 December 2006
were compiled in accordance with the then Third
Schedule of the Hong Kong Banking Ordinance
under the “Basel |" capital accord.

Fubon Bank #4817 Interim Report 2007 FH R &

As at
30 June 2007 31 December 2006
RIZZLE RZZTRF
~A=1H +=A=+—H

% %
BA% AA%E
15.37 16.60
1055 1284

RZZEZEtFNA=ZTHZEARR
BLHERZOER L ERBIRGE
HEGE  ZEELSEERAHR
EEEHNMAZERRIT(BEE)B
RAF - BT (BB)BRA
Al BHR(EB)BERARF
Fubon Bank Vanuatu Limited % &
EERBRNAERAR ZMMR - ARk
EReERANTIEERIIER
ek | AR BB IRITEKBIDE
98A {&EH ZKERITZE (B AN) A
FE o RBEARRA - AEEE S
ZE R K 145 Rk w4 b A0
BEFAMZECTEIARRETE
@R MmERA [ EANEEZE AL -

RZTERF+=ZA=+—H%mM
IBE AL R TH i8R [ | & A
FE | 2R EIRRBE R Z(EBRITE
1EBIHR =515 -
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Supplementary Financial Information

(B) Capital base

The components of the total capital base after
deductions as reported under Part | of the banking
return “Capital Adequacy Return” (MA(BS)3) are

analysed as follows:

Core capital
Paid up ordinary share capital
Share premium
Reserves
Profit and loss account
Total deductions from core capital

Eligible supplementary capital

Reserves on revaluation of land
and interest in land

Reserves on revaluation of
holdings of securities not
held for trading purposes

Collective impairment allowances

Regulatory reserve

Term subordinated notes

Total deductions from eligible
supplementary capital

Total deductions from core capital
and supplementary capital

Total capital base after deductions

68

RLER

BB EBRAEA
i

et

| kB ERR
BRUERIRAR

RERIINER
iR tiEREE
BRI
FRER S MEESEBE
Bk

FRRERRE

ETE R

BHRERE

B A& B IEAN
et

BRLDERRHINER
R

MBENERERGR

Fubon Bank E# k17

7B 5 A R
(B) BEARERMR
EIEARFT B XBHEE
(MA(BS)3) 25| #BH ER 3R B A E
Tt 48 FEAE HUR 12 BV A BR 1D DA
M
As at

30 June 2007 31 December 2006
R-BELE RZZTRF
AA=TH +=A=+—H
HK$'000 HK$'000

TER FEL

1,172,160 1,172,160
749,778 749,778
1,604,142 1,528,953
113,710 122,104

(316,063) -
3,323,727 3,572,995

23,701 36,868

3,427 3,118

93,091 81,404

142,944 129,572
1,563,560 1,555,700
(310,255) -
1,516,468 1,806,662
- (701,967)

4,840,195 4,677,690
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Supplementary Financial Information

(C) Liquidity ratio

Average liquidity ratio

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

The ratio for the period 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.

Fubon Bank #4817 Interim Report 2007 FH R &

M AR

(C) RBEEt=

For the six months ended
30 June 2007 30 June 2006
BE-BBLF HE-ZTF
~A=tA ~A=1H
% %
BA% ERES
45.53 4291

HATFERBDE L ERIRSEE
PO REHEFHHEE -
BEE A T R DRBKE R R
TTER 16D VBT 3R P ey 4R 52 R 5 3 £
[RA#BREE SR RIHREK]
(MA(BS)1E) % I (2) &P FR¥RAYES
FHER °

BNz FHRBE & LR TIRERE
HEGE  ZEAERESERAHR
EEENREZSHRIT(ER)E
RATE - BHUE(ES)BRAAE
X Fubon Bank Vanuatu Limited 2
I ©
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(D) Overdue advances to customers

70

(Gross advances to customers

which have been overdue with

respect to either principal or
interest for periods of:
-6 months or less but
over 3 months
—1year orless but over
6 months
—Over 1 year

- Covered portion of overdue
loans and advances

- Uncovered portion of overdue
loans and advances

Current market value of
collateral held against the
covered portion of overdue
loans and advances

Amount of expected recoveries
from companies in liquidation
in respect of the covered
portion of overdue loans
and advances

Individually assessed impairment

allowances in respect of
advances overdue for more
than three months

Overdue assets of the Group comprise advances
to customers only as at 30 June 2007 and 31

December 2006.

AN BER

(D) BHEFER

30 June 2007 31 December 2006
RZEBLEAA=1A KB ET2R=T-H
% of total % of total
advances advances
HKS'000 {EEFEH HKS000  (REF S
T Bl T Bt
T ERRAES
flegs &P
EFaE:
R ETEN
HE=mANE 25,791 0.09 2,120 0.09
——EgHT
HEEANE 33,160 012 24,958 010
B o 36,535 013 108,084 042
95,486 0.34 155,162 061
e - —
HEERTD 47483 9,015
~BEERRSHN
HEERTH 48,003 60,147
95,486 155,162
RS RAN
HEERS
AR
WA 33,665 2281
HEERTAT
LN
WE2 88
15,538 73459
ira e e ) A
-6 it EwA ]
TiERERE
48,076 63,612

AEBZOREEERFERE"T
BELERNA=ZTER-ZERF

T-A=+—RZBEPEHN -

Fubon Bank E# k17
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Supplementary Financial Information

(E) Rescheduled advances to customers

@t

Rescheduled advances ~ EF&H
EPEX

to customers

i E M AR

(E) EEBRBEFER

(F) Non-bank Mainland exposures

Type of counterparties

Mainland enities

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

Total

Fubon Bank & #8817

Asat
30 June 2007 31 December 2006

RZB2LERA=TH RZZERETZA=1T-R
% of total % of total
advances advances
HK$'000 HEFEBEL HK$'000 5-Gietowd
TEx Bk TAT BAt
45,144 0.16 52,792 020

(F) At IERITH > ER
As at 30 June 2007
RZBBtERA=TH
Individually
On-balance Off-halance assessed
sheet sheet impairment
REHFLEH exposure exposure allowances
EESERA EESERN Total {ERIHE
ZBR ZBR &t BERE
HK$'000 HK$'000 HK$'000 HK$'000
Tn Tn Thn Tn
i 160,591 19,781 180,378 494
Rz fEERRANL
RHAIMATIRIEA

5,739,405 1,282,356 7,021,761 45,791
4% 5,899,996 1,302,143 7,202,139 46,285
71
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(F) Non-bank Mainland exposures (continued)

72

HATBER

(F) wih3ERITH 2 A ()

As at 31 December 2006
RZEE F+-A=1-H

Individually

On-balance Offbalance assessed

sheet sheet impairment

Type of counterparties RGHFER exposure exposure allowances

BEAfRR BEBER Total {ERIHE

Bk BB @5t AR

HK$'000 HK$'000 HK$'000 HK$'000

Tin TR TR TR

Mainland entities i 157,489 19,687 177,176 43
Companies and individuals Rl EERRA,
outside Mainland where the crecit — PIBMAMAEIRIEA

is granted for use in Mainland 4,272,751 1,469,202 5,741,953 45337

Total g 4,430,240 1,488,889 5,919,129 46,350

Note: The balances of exposures reported above include H: UEERIZRARESBIEESHE

gross advances and other claims on the customers.

Fubon Bank E# k17

BREMES 2 EHE -
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Supplementary Financial Information R EER

(G) Foreign exchange exposures (G) FMEE ELB%
The net positions or net structural positions in BRI 2 B RF R EBER S
foreign currencies are disclosed as follows: FREZRBIT
As at 30 June 2007
R-FELERA=1A
New
Us Zealand  Australian Chinese

Equivalent in HKS Million 5&/%75# Dollars Euros Dollars Dollars  Renminbi Others Total
B B A A7 ARY At g

Spot assets REEE 16,458 647 685 429 137 670 19,026
Spot liabilities REEfR (15,581) (546) (920) (1,095) (138) (1322)  (19,562)
Forward purchase BHEA 12874 4,483 43 963 629 2,828 22,200
Forward sales et (14,013) (4,585) (161) (332) (422) (2174)  (21,687)
Net option position HEgTE 6) 2 - - - - 4)
Netlong /(short) position & /() &% (268) 1 2 5 206 2 (27)
New
Us Zealand  Australian Chinese
Dollars Euros Dollars Dollars ~ Renminbi Others Total

b 7 v A7 AEH Ay 48

Net structural position ~ &igl2EF5E 31 - - - - - 3

As at 31 December 2006
R=E5 Ft-A=1-A

New
US Zealand  Australian Chinese
Equivalent in HKS Million 52475 Dollars Euros Dollars Dollars Renminbi QOthers Total
N Bin & A ARE Aft 4%
Spot assets REEE 15,199 622 826 651 139 1,365 18,802
Spot liabilities REEf (14,739) (636) (899) (1,139) (139) (1289 (18841)
Forward purchase EHEA 9,627 4,269 166 663 200 800 15,715
Forward sales EHEL (10,073) (4,265) (83) (17) (1) (869  (15452)
Net option position HEgE 4 - - - = = (4)
Net longl(short) position & /() &% 10 - - 4 199 7 20
New
US Zedland  Australian Chingse

Dollars Euros Dollars Dollars Renminbi Qthers Total
xn v & R Nt At ]

Netstructural position ~ &igl2 B F5E 31 - - - - - 31
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Supplementary Financial Information

(H) 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.

HATBER

(H) B5ERE

BHERENERINE SRS
(RERBRMAE) ZRRE  LRE
AT RAE (ISR m R 1% % S P
EmSH - —RME @ WRFE
TP B B K AN 2 EoAth B
RZAEMA LR BRI MZ S E
RETIiR — KA BRI S —ER
ZBIDITRAE  BEETEBER
B - BAKAAESIRER 10% AL
2B A EEHREE -

Asat 30 June 2007
R-BELEAA=TR

(Gross advances
overduefor6  Individually
Impaired  months but less assessed

loans ~ than3months  impairment

included ~~ BH~ER  allowances

Total Bilfz  EBOM=EAZ RIS
] HEER S8R HERE

Banks and
Figures in other
HKS Milon FEET financial Public
institutions sector
#R entities Others
AftemaR Nelg i
Asia Pacfic excluding A
Hong Kong (® 4,93 4 2731
of which South Korea 7 2187 - i
of which Taiwan aE 586 - 1,649
North America EH 86 2 286
Westem Europe s 6,537 - 88
of which Germany A 210 - -
of which United 48
Kingdom 1,162 - 658

74

16N 4 4 4
2,066
223

584

1425
21

1820
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(H) Cross-border claims (continued) (H) BB3RMERE (&)
Asa 31 December 2006
H-EEAEA=1-R
(Restated)
(f2E71)
(Gross advances
Banks and overdue for 6 Individually
other Impaired ~ months but less assessed
financial Public loans ~ than3months  impaiment
insttutions sector ncuded  EEREA  dlowances
Figures in HR enites Others Total Bil%, BIR=EAY (ERIgHS
HKS Millon FEET LhemE DERE i ) HEEH E3eR HERE
Asia Pacific excluding N
Hong Kong (FafEs) 5,061 4 1,668 6,733 4 4 4
of which South Korea [ 188 - - 188
of which Taiwan R 828 - 117 2001
North America yESl pii 1 3 59
Westem Europe i 8009 - 4% 8444
of which Gemany (e 30 - - 320
The Bank revised its cross border claims as at 31 PERITIRIB G A BT (L
December 2006 in accordance with an update of RZZERF+_RA=+—HER
the place of operations for those claims. B FHE -
(I) Repossessed assets and assets acquired under () WEEERBEERBBMEBEE
lending agreements
The total repossessed assets and assets acquired RZZEZLFA=1TH A5E
under lending agreements of the Group as at 30 Z BB E RRBRE R RS E
June 2007 amounted to HK$57,378,000 (2006: E#%E /57,378,000 T(=ZEF
HK$65,280,000). 7% : 65,280,0007T) °
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(J) Investments in subsidiaries

76

All principal subsidiaries are directly owned by the
Bank. Details of principal subsidiaries at 30 June
2007 are as follows:

HATBER

(V) HEXRRKRE
2HRETEMBRARGHARTER
B%E - BN _ZETEFRA=TH
ETEMBRARZERMT

Issued and fully % of
paid-up ordinary ownership
share capital ~ interest held Net profit Principal
BRIRERZ fif for the period activities
ERRRA REAAH BrFEi £
Incorporated and operating in Hong Kong A& 2280 &

Fubon Credit (Hong Kong) Limited ERE (R ERAR HK$65,000,000 100% HK$46,153 000 Deposit taking and
finance
65,000,000 100% 46,163,000 TR
Fubon (Hong Kong) Trustee Limited ER(EE) EARAR HK$5,000,000 100% HK$98,000 Trustee senvices
5,000,007 100% 9B000ET {3t
FB Securites (Hong Kong] Limited EBEA(ER)BRAA HK$8,000,000 100% HK$32,589,000 Securites broking
800000077 100% 32,589,000 7 EFh
FB Investment Management Limited ERREERARAA HK$8,000,000 100% HK$603,000 Fund management
800000077 100% 60300077 BeEE
Fubon Nominees (Hong Kong) Limited Fubon Nominees HK$200 100% HK$7,000 Nominegs service
{Hong Kong) Limited W0ET 100% 100037 REART

Incorporated and operating in Vanuaty A EEERMALREE
Fubon Bank Vanuatu Limited Fubon Bank Vanuatu Limited 584,000,000 100% 1S140,000 Finance
4000000%7T 100% 1400007 Bk

All of these controlled subsidiaries have been
consolidated into the Group's financial
statements. All the subsidiaries are private
companies except for Fubon (Hong Kong) Trustee
Limited, which is a public company.

Fubon Bank E# k17

A ERRRZZMEAR  YEH
MAREKBZRERN - ZEHBR
AHARARE - BEB(FE)E

AEBRAFS

I
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(K) Corporate governance

(L

Fubon Bank & #8817

—

The Group is committed to high standards
of corporate governance, and has complied
throughout the period with the module on
“Corporate governance of locally incorporated
authorised institutions” under the Supervisory
Policy Manual issued by the HKMA.

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)

(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.

Management Committee

The Management Committee comprises the
Bank’s Chief Executive Officer, Executive
Directors, Chief Financial Officer, Head
of Legal Division and senior managers 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.

Interim Report 2007 F &

M AR

(K) ©ER

(L)

FEEBNETRKFEEER
YHRBA—BEETEERRMZE
ERR T2 Erh =6 [ A
RABEZCEER] -

TEERZEE

EXQERUETEARRZES &
EHTEEZES  EBRZEE®
BEERARZBES  BEZRZRBEEN
REMEESR - ZFREG 2B

NBREETIINT

() #ITEEZRE

HITEEZESRER  8lx
FEEMUMITERMAK - £ 8

SUESEREEZESN S
D RESRETHER - &
M Rt S B R o

(i) EEZEZ

EEZBEHARITNITHE
BHo$TES BHEE-
EEBEE  ARTEER
EENRRERABHERK -
ZEETIANBITHERARER
AR TERERSEARIT
FrE = EEPPIRETEERES - @
B - RESEFBRIEAOHET
BIZAR - TRE RSN
TfF - BERERAEFERAGH
BHEE - ARBH TERS
AP XSGR IREERRA -
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(L) Key specialised committees (continued)

(iif) Asset and Liability Committee

HATBER

L) EEEEZES(H)
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The Asset and Liability Committee comprises
the Bank’s Chief Executive Officer, Executive
Directors, Chief Financial Officer, Head
of Treasury, and senior managers 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.
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(L) Key specialised committees (continued)

(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 three members, 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.

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

During the period, 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 issued, the major
findings from any investigation and remedial
actions taken by the relevant departments in
response to the findings.
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(L) Key specialised committees (continued)
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(iv) Audit Committee (continued)

v)

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
these 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.

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 play a
part in decisions on their own remuneration.
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(M) Management of risks

The Group has established policies and procedures
for the control and monitoring of credit risk, liquidity,
capital and market risk. The risk management policy
is formulated by the Board, which also monitors
risk and regularly reviews the effectiveness of the
Group's risk management policies.

(i) Credit risk management

This category includes credit and counterparty
risks from loans and advances, issuer risks
from the securities business, counterparty
risks from trading activities and country
risks. Credit risk arises from the potential
that a borrower or counterparty will fail to
perform under an obligation. It arises from
the lending, trading, treasury, derivatives
and other activities. The Group identifies and
manages credit risk through its (a) target
market definitions, (b) credit approval process,
(c) post-disbursement monitoring and (d)
remedial management procedures. These
policies and procedures are documented in
the Group's credit policy which defines the
credit extension criteria, the credit approval
authorities delegated from the Board, the
credit monitoring processes, the loan grading
system and provisioning policy.

The credit policy delegates credit approval to
the following in descending order of authority;
the Executive Credit Committee, the Chief
Executive Officer and the Credit Committee.
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(M) Management of risks (continued)
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i

Credit risk management (continued)

The Credit Committee carries out the Bank's
credit risk management functions. It meets
twice a week and is responsible for approving,
advising and recommending to the Chief
Executive the approval of credit exposures
in accordance with the credit authority
limits. The Credit Committee also reviews
and implements measures on credit risk
management and controls and plays a key
role in credit monitoring. In addition, it reviews
loans extended by lending officers and provides
guidelines to all lending officers to assist them
in monitoring the credit risk of the loan portfolio.

The credit departments, Enterprise Credit
Risk Management Unit and Consumer
Finance Risk Management Unit, receive their
authority and delegated responsibilities from
the Credit Committee to provide centralised
management of credit risk. They are
responsible for:

* independent evaluation of credit applications,
which covers facility details, credit grade
determination, risk review and analysis
and financial spreads;

e control of cross-border exposures, as
well as those to banks and financial
institutions;

* portfolio management of risk concentrations;

* maintenance of the loan grading system;
and

* reporting to the Risk Management
Committee regularly on aspects of the
loan portfolio. This includes information
on large credit exposures, industry
exposures, country exposures and levels
of bad debt provisioning.
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(M) Management of risks (continued)

(i) Credit risk management (continued)

In addition, the Group has also established
guidelines to ensure that each new product
is designed and reviewed by a product
committee with respect to the risks involved,
including credit risk. All relevant departments
are required to put in place the appropriate
processes, systems and controls before the
product is approved by the New Product and
Commitment Committee.

Specific policies and measures to address
different kinds of credit related activities are
set out below:

(a) Corporate lending

Corporate lending is generally concentrated
among middle market borrowers. In
addition to compliance with the Group's
underwriting standards, credit risk is
managed by conducting a thorough credit
evaluation and obtaining proper approval
for the proposed credit transactions.
Subject to the size of the facility and the
risk grading of the borrower, different
extents of credit evaluation and levels of
credit approval are required to ensure the
proper credit risk management measures
are exercised. Credit approval also takes
into account facility structure, tenor,
the repayment ability of the prospective
borrower and available security.
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(M) Management of risks (continued)

(i) Credit risk management (continued)
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(a) Corporate lending (continued)

The Group has established limits for
exposures to individual industries and
for borrowers and groups of borrowers,
regardless of whether the credit exposure
is in the form of loans or non-funded
exposures. The Group also undertakes
ongoing credit analysis and monitoring
at several levels. The policies and
procedures also take into account the
requirements under the Hong Kong
Banking Ordinance and the guidelines
issued by the HKMA with respect to large
exposures and provisioning requirements.

The credit risk management procedures
are designed to promote early detection
of counterparty, industry or product
exposures that require special monitoring.
The Enterprise Credit Risk Management
Unit monitors overall portfolio risk as
well as individual problem loans and
potential problem loans on a regular
basis. Relevant management reports are
submitted to the Chief Executive Officer
as well as the Internal Control Department
for their reviews.

Fubon Bank E# k17

(a) ERFEE)

AEEEHE@AITEZ
RBEBEARERARE
FABERZERRE - &
e B R 2 BN E R
FHIEERHMESL - A%
BENETRERFERE
EEAN REE - ZEK
KREAT2ZEFTE(R
TEEIDAZRE RS
E R AR FE R IR E R
BB Z1EE] -

FEERBERET SR
ERFHAT R G
ZXHHEF TELE
m e EEEERBREEER
EHERETEAEER
B 2 A8 ) R0 8 B ok B B
MEER - BREERE
e RITIR AR R A DX
EBPIEERT o

Interim Report 2007 F ik &



Supplementary Financial Information

(M) Management of risks (continued)

(i)  Credit risk management (continued)

(b)

Fubon Bank & #8817

Retail credit risk

The Group's retail credit policy and
approval process are designed to address
high volumes of relatively homogeneous,
small value lending transactions in
each retail loan category. Because of
the nature of retail banking, the credit
policies are based primarily on statistical
analyses of risks with respect to different
products and types of customers. The
Consumer Finance Risk Management
Unit is responsible for conducting regular
monitoring of the retail credit risks. They
are also responsible for determination
and revision of product terms and
desired customer profiles on a regular
basis. In addition, they also review the
existing policies on underwriting, loan
classification, provisioning, and write off
on a regular basis.

Credit risk for treasury transactions

The credit risk of the Group's treasury
transactions is managed the same way as
the Group manages its corporate lending
risk. The Group sets individual limits to its
counterparties based on its risk assessment.

Unlike on-balance sheet instruments,
where the credit risk is generally
represented by the principal value,
credit risk for derivatives is the positive
replacement cost together with an
estimate for the potential future change in
its market value. The credit risk exposure
on derivatives is disclosed in note 18(d) of
this interim financial report.
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(M) Management of risks (continued)

(i) Credit risk management (continued)
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(d) Credit-related commitments

The risks involved in credit-related
commitments and contingencies are
essentially the same as the credit risk
involved in extending loan facilities to
customers. These transactions are,
therefore, subject to the same credit
application, portfolio maintenance and
collateral requirements as for customers
applying for loans.

(e) Concentration of credit risk

Concentration of credit risk exists when
changes in geographic, economic or
industry factors similarly affect groups of
counterparties whose aggregate credit
exposure is material in relation to the Group's
total exposures. The Group's portfolio of
financial instruments is diversified along
industry and product sectors.

(i) Capital management

The Group's policy is to maintain a strong
capital base to support the development of
the Group's operations prudently, with the
aim of diversifying its business activities,
including the future expansion of the branch
network, increasing the customer base,
introducing new financial products and
meeting the statutory capital adequacy ratio.
As disclosed in note (a) above, both the
Group’s capital adequacy ratio of 15.37%
and core capital ratio of 10.65% as at 30
June 2007 were well above the statutory
minimum ratio.
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(M) Management of risks (continued)

(i)

(i)

Capital management (continued)

Capital is allocated to the various activities of
the Bank depending on the risk taken by each
business division. Where the subsidiaries are
directly regulated by other regulators, they
are required to maintain minimum capital
according to the regulators’ rules. Certain
financial subsidiaries, as specified by the
HKMA, are subject to the HKMA's capital
requirements for its regulatory purposes.

Capital adequacy ratios and components of
capital base are disclosed in note (A) and
note (B).

Liquidity management

The purpose of liquidity management is
to ensure sufficient cash flows to meet all
financial commitments and to capitalize
on opportunities for business expansion.
This includes the Group’s ability to meet
deposit withdrawals either on demand or at
contractual maturity, to repay borrowings as
they mature, to comply with the statutory
liquidity ratio, and to make new loans and
investments as opportunities arise.

Liquidity is managed on a daily basis by the
treasury department under the direction
of the Asset and Liability Committee. The
treasury department is responsible for
ensuring that the Group has adequate
liquidity for all operations, ensuring that the
funding mix is appropriate so as to avoid
maturity mismatches and to prevent price and
reinvestment rate risk in case of a maturity
gap, and monitoring relevant markets for the
adequacy of funding and liquidity.
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(M) Management of risks (continued)
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(i)

(iv)

Liquidity management (continued)

The Group manages liquidity risk by
holding sufficient liquid assets (e.g. cash
and balances with banks and securities) of
appropriate quality to ensure that short term
funding requirements are covered within
prudent limits. In order to lengthen the
duration of the funding, the Bank periodically
issues certificates of deposit with maturities
of not more than 5 years.

Adequate standby facilities are also maintained
to provide strategic liquidity to meet unexpected
and material cash outflows in the ordinary
course of business. The Group regularly
performs stress tests on its liquidity position.

As disclosed in note (C) above, the Group's
consolidated average liquidity ratio of 45.53%
for the six months period ended June 2007
was well above the statutory minimum ratio
of 25%.

Market risk management

Market risk arises on all market risk sensitive
financial instruments, including securities,
foreign exchange contracts, equity and
derivative instruments, as well as from
balance sheet or structural positions.

The Bank transacts in the money market,
foreign exchange market, equity market
and capital market giving rise to market risk
exposures. Positions are taken as a result of
the execution of customers’ orders, market
making activities, and positions taken in order
to hedge the Bank's open position. The Bank
does not engage in significant proprietary
trading of foreign exchange, but merely
executes customer orders.
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(M) B EE (&)
(iv) TT5EREE (&)

(M) Management of risks (continued)

(iv) Market risk management (continued)

The objective of market risk management
is to avoid excessive exposure of earnings
and equity to loss and to reduce the Group's
exposure to the volatility inherent in financial
instruments.

Derivatives are contracts whose value is
derived from one or more underlying financial
instruments or indices defined in the contract.
They include swaps, forward rate agreements,
futures, options and combinations of these
instruments. Derivatives are used to manage
the Bank's own exposures to market risk as
part of its asset and liability management
process. The principal derivatives instruments
used by the Bank are interest, equity and
foreign exchange rate related contracts, which
are primarily over-the-counter derivatives.
Most of the Bank's derivative positions
have been entered into to meet customer
demand and to hedge these and other trading
positions.

The Board reviews and approves the policies
for the management of market risks and
dealing authorities and limits. The Board
has delegated the responsibility for ongoing
general market risk management to the Asset
and Liability Committee. This committee
articulates the interest rate view of the Bank
and decides on future business strategy with
respect to interest rates. It also reviews and
sets funding policy and ensures adherence
to risk management objectives. The risk
management policies to address currency
risk and interest rate risk are set out in the
following relevant sections.
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(M) Management of risks (continued)
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(iv) Market risk management (continued)

The Group has also established clear market
risk policies, including limits, reporting lines
and control procedures, which are reviewed
regularly and approved by the Board. Market
risk is managed within various limits approved
by the Board. These limits are determined for
each financial instrument and include limits
on product volume, gross and net positions,
position concentrations, mark to market
limits, stop loss limits and risk position limits.

(a) Currency risk

The Group's foreign currency positions arise
from foreign exchange dealing, commercial
banking operations and structural foreign
currency exposures. All foreign currency
positions are managed by the treasury
department within limits approved by
the Board. Structural foreign currency
positions arise mainly on foreign currency
investments in the Group's subsidiaries
and associated companies. The Group
seeks to match closely its foreign currency
denominated assets with corresponding
liabilities in the same currencies.
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(M) Management of risks (continued)

(iv) Market risk management (continued)

(b)

Fubon Bank & #8817

Interest rate risk

The Group's interest rate positions mainly
arise from treasury and commercial
banking activities. Interest rate risk arises
in both trading portfolios and available-
for-sale portfolios. Interest rate risk
primarily results from timing differences
in the repricing of interest-bearing assets,
liabilities and commitments. It also
related to positions from non-interest
bearing liabilities including shareholders’
funds and current accounts, as well
as from certain fixed rate loans and
liabilities. Interest rate risk is managed
by the treasury department within limits
approved by the Board, including interest
rate gap limits. The Group also uses
interest rate swaps and other derivatives
to manage interest rate risk.

Structural interest rate risk arises primarily
from the deployment of non-interest
bearing liabilities, including shareholders’
funds and current accounts, as well as
from certain fixed rate loans and liabilities.
Structural interest rate risk is monitored
by the Asset and Liability Committee.

Risk management tools

One of the tools used by the Group to
monitor and limit market risk exposure
is Value-at-risk (VaR). VaR is a technique
that estimates the potential losses that
could occur on risk positions as a result
of movements in market rates and prices
over a specified time horizon and to a
given level of confidence. The calculation
uses the variance-covariance model as
the means to estimate the statistical
confidence level.
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(M) Management of risks (continued)
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(iv) Market risk management (continued)

(c) Risk management tools (continued)

The Group augments its VaR limits
with other positions and sensitivity
limit structures. Additionally, the Group
applies a wide range of sensitivity
analysis, both on individual portfolios and
on the Group's consolidated positions
to assess the potential impact on the
Group's earnings as a result of extreme
movements in market prices.

The Group estimates the VaR of its
investment portfolios with a confidence
level of 95% and 99%. In addition, stress
testing is performed on the portfolios and
on a consolidated basis to assess the
potential income statement impact as a
result of extreme movements in market
prices. The 95% and 99% VaR for the
Bank's investment portfolio, including
Hong Kong Exchange Fund bills, at 30
June 2007 were HK$11,529,538 (2006:
HK$6,189,581) and HK$16,306,441 (2006:
HK$8,754,039) respectively. The average
VaR at 95% and 99% confidence levels
for the first six months of 2007 were
HK$8,455,004 (2006: HK$4,051,465) and
HK$11,902,648 (2006: HK$5,730,360)
respectively.

Fubon Bank E# k17

HATBER

(M) B EE ()
(iv) TT5EGREHE (&)

(c)

FERREETH (&)

AEEEAFABREE
HRBRERERRE-
A - 7SR [ SH{E A B R
HERAREZEFRERR
FE R R E 2 RMD
1 ARHE T (B 2 18R
PUAGERNZEE
2

RIRITIEHEBEHEER
BB EE0KTFE A 95%
% 99% o hoh - IREMAE
f%‘z%ﬁﬁﬁm I BA%R
T ERE TS ERE
“‘%Tw&ﬁﬁi%m TBIERE -
R-_EZLtFRA=+
B RETEREESE (R
BREBINEESER) 2
95% [ 99 % 15 K F R KR
B RIA&11,529,6387% 7T
(ZZZ /X% 6,189,581
77T ) 116,306,441 7% 7T
(ZZZ /R4 : 8,754,039
BIL) e ZETLFEHN
& A 95% % 99% 1= ID 7J<
F2ZEHRERBRESD
8,455,004 BT LEE/\
1 4,051,465 BIT) K&
11,902,648 B (ZFZ
7% © 5,730,360 B IT) °

Interim Report 2007 F ik &



Supplementary Financial Information

(M) Management of risks (continued)

(iv) Market risk management (continued)

(d) Market risk exposure

Fubon Bank & #8817

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,
commodities 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 Asset 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 period was
HK$146,298 (2006: HK$86,641) and the
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standard deviation was HK$238,146 B ZE T N F:
(2006: HK$144,549). An analysis of the 144,549 7T) - AEEZ
Group's trading revenue is shown below: RPWEATT
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(M) Management of risks (continued) (M) R EE (F)
(iv) Market risk management (continued) (iv) TSR EFE (4E)
(d) Market risk exposure (continued) (d) THIZRBRAE (&)
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Daily Distribution of Trading Revenue for the Period ended 30 June 2006
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This shows a maximum daily loss of
HK$392,446 (2006: HK$370,458) with
31 days (2006: 27 days) out of 121 days
(2006: 136 days) showing losses. The
most frequent results were observed in
daily revenue falling between HK$270,000
to HK$280,000 (2006: HK$80,000 to
HK$90,000) with 6 occurrences (2006: 7
occurrences). The highest daily revenue
was HK$877,142 (2006: HK589,426).
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Bank Network

HEAD OFFICE

Fubon Bank Building,

38 Des Voeux Road Central, Hong Kong
Tel: (852) 2842 6222

Fax: (852) 2810 1483

Website: www.fubonbank.com.hk

PRINCIPAL SUBSIDIARIES

Fubon Credit (Hong Kong) Limited
Tel: (852) 2806 7228

FB Securities (Hong Kong) Limited
Tel: (852) 2842 6370

FB Investment Management Limited
Tel: (852) 2842 6061

Fubon Bank Vanuatu Limited
Fubon Nominees (Hong Kong) Limited
BRANCHES

HONG KONG

Central Main Branch *
Tel: 2842 6222

Causeway Bay *
Tel: 2881 7293

Chaiwan
Tel: 2595 0663

North Point
Tel: 2512 8313

Queen'’s Road East *
Tel: 2591 1036

Sheung Wan
Tel: 2815 9322

Taikoo Shing *
Tel: 2885 4577

Wanchai
Tel: 2891 7968
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Bank Network

KOWLOON

Cheung Sha Wan
Tel: 2387 0338

Hunghom *
Tel: 2954 2331

Jordan
Tel: 2302 1502

Kowloon Main Branch *
Tel: 2390 2882

Kwun Tong
Tel: 2344 6991

Mei Foo *
Tel: 2742 9911

Mongkok
Tel: 2385 6033

Richland Gardens
Tel: 2796 2575

Tsimshatsui *
Tel: 2721 6102

NEW TERRITORIES

Shatin *
Tel: 2605 6389

Tai Po
Tel: 2667 1517

Tsuen Wan *
Tel: 2402 1006

Tuen Mun
Tel: 2440 3039

Yuen Long *
Tel: 2479 0236

* With Ambassador Banking Counter
SECURITIES SERVICES CENTRES

Central
Tel: 2842 6161

Mei Foo
Tel: 2620 0383

Yuen Long
Tel: 2869 6389
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