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financial highlights (unaudited)

HBBE(REEX)
For the six months ended
30 June 2008 30 June 2007
BE-REN\F HE_TTLHF
ANA=+H NA=+H
Z~M8A Z AR
HK$ Million (& &7#7T)
Profit attributable
to shareholders
R R A T 250 217
Interim dividend
(per share) 6.00 cents 6.00 cents
RHIRR S (BR) fil il
Return on average
equity
FHRAERE 12.25% 11.30%
Return on average
assets
FHEERRE 0.86% 0.83%
As at
30 June 2008 31 December 2007
RZBENF TLF
RAZtH  +tZA=t+—H
HK$ Million (B &#7T)
Total assets
BEE 62,656 60,623
Advances to customers
less impairment
allowances
BEFEFRREREE 33,742 31,479
Customer deposits and
medium term funding
BERERETHES 45,986 45,449
Total equity
[ Eavitl 4,197 4,121
Capital adequacy ratio
BARFRLLE 13.45% 14.42%
Core capital ratio
B AL & 9.36% 9.77%

Liquidity ratio (average
for the period)
RER TR E D&

For the six months ended

30 June 2008 30 June 2007
BE-TEN\F BE_TTLH
ARA=TH ANA=+A
ZREA Z~MEA
40.41% 45.53%

Fubon Bank E#R17

Profit Attributable to Shareholders

BRIFRAEARRF
HKS Million (B&#E7T)
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corporate information

DNREH

SHAREHOLDERS

75% — Fubon Financial Holding Co., Ltd.
25% — Public

SOLICITORS

Clifford Chance
Slaughter and May

AUDITORS
KPMG

COMPANY SECRETARY
Juliana CHIU Yuk Ching

REGISTERED OFFICE

Fubon Bank Building
38 Des Voeux Road Central
Hong Kong

BOARD OF DIRECTORS

Ming-Hsing (Richard) TSAI
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Vice Chairman — Fubon Financial Holding Co., Ltd.
Chairman - Fubon Life Assurance Co., Ltd.
Chairman — Taiwan Mobile Co., Ltd.

Chairman — Taiwan Fixed Network Co., Ltd.

Ming-Chung (Daniel) TSAI

Vice Chairman

Chairman and Chief Executive Officer — Fubon
Financial Holding Co., Ltd.

Chairman — Taipei Fubon Commercial Bank Co., Ltd.

Chairman — Fubon Land Development Co., Ltd.
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

Director — Fubon Financial Holding Co., Ltd.
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(Hong Kong) Limited
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Companies Advisory Committee
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Director and President — Fubon Financial Holding
Co., Ltd.

Chairman - Fubon Asset Management Co., Ltd.

Director — Taipei Fubon Commercial Bank Co., Ltd.

Director — Taiwan Mobile 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

David CHANG Kuo-Chun

Non-Executive Director

Head — Financial Markets Group, Fubon
Financial Holding Co., Ltd.

Co-Head — Wealth Management Group, Fubon
Financial Holding Co., Ltd.

President and Director — Fubon Securities Co., Ltd.

Director — Taipei Fubon Commercial Bank Co., Ltd.
Director — The Taiwan Stock Exchange Inc.
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Robert James KENRICK
Independent Non-Executive Director

Moses K. TSANG

Independent Non-Executive Director

Chairman and Managing Partner — Ajia Partners

Chairman and Chief Executive Officer — EC
Investment Services Limited

Independent Non-Executive Director — China
Central Properties Limited

Trustee — Hong Kong Centre for Economic Research,

The University of Hong Kong
Member — The Nature Conservancy's Asia Pacific
Council and Trustee Council
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review of 2008 interim performance

—EENFHYEADE

HONG KONG AND CHINA ECONOMIC OVERVIEW
AND ECONOMIC FORECAST

Hong Kong’s Economy

Hong Kong's economic performance has shown
signs of moderating in the first half of 2008. Much
of this slowdown has been externally driven, with
the weakening US economy reducing demand for
Hong Kong's exports and depressing local consumer
confidence, while rising commodity prices have lifted
inflation to elevated levels. An offsetting influence
has been the lowering of interest rates during the
period.

The deceleration in economic activity had been largely
anticipated, and has, to date, remained relatively
well contained. Hong Kong's unemployment rate
has remained low, with the latest reading of 3.3%,
slightly below the year-end rate of 2007 of 3.4%.
Retail sales are showing signs of decelerating from
the strong performance of 2007, as local consumers
rein in discretionary spending and delay purchasing
big ticket items. Sales have remained relatively robust
at 17% in value terms, with tourist inflows supporting
consumption. Trade is an area where performance
has slackened, with total exports rising 11%,
compared with mid-teens rates of growth for most of
last year. Although intra-regional demand has been
strong, exports to the US have dropped notably.

Local asset prices have been mixed. The most
notable casualty of the weak external environment
has been the local stock market, with various indices
having declined by 20-30%. Stock market turnover
has declined at an even faster pace, while PO
activity has almost ceased. However, residential
property prices have held up well, with prices
having risen 10-15%. Low new supply, negative real
interest rates and stable employment markets have
underpinned residential real estate values, allowing
Hong Kong's banking industry to avoid the financial
turmoil experienced in other developed economies.
Commercial property prices have also risen, as supply
has also been limited and as interest rates have fallen.

ERRFERERIREE

BRKHE

BEREBEN _TTN\F LA FRENE
PR - TERINERZTD  mnER
KEOERIVIESS - ABURD BB R O/
TR WITRAMHEERELD - MERE
1% EFRISEBARETT - RS E XD
BOREEHEETE -

KEESHFHRERAREECERESHZ
A BESEECEDRFHELE TR
K EBERERBERD  &FH
Fh33% BMER-_ZZTLFEFRHN
34% c ERAMEBEEWRETEHE
MEERFEE  TEHEER-FT
tFENRYRBEHLEERETE -
BESHBREZHFEET  NEHEE
RBIHARERS  HEBREFIRE
17% - BHFEHBRMIE  E¥FE
HOEEE11% - EF KD ERM
ERIFETREMETHIERE - HARA
FokeES)  EHEERMTAMEZT

p -

i EEBKRE - SNEIREREHE
REFBENFEERBRAERNSRD
b ZEEHHE THK20E30% ° &
MHRRETHRNREER  MERQ
FBREEETIZE - AW EEE
FERAIEER E10816% -
EBEMNHEEEL  BEEEMELH
¥TMBBEYATERTERERS
o WEEBRTERBHEAMKRAL
BEREAMECENSREE HEETF
BEITLEA  FZHREREERKE
FIE TR -
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The greatest change in the economic landscape has
been the rise in inflation, which has been running at a
pace of 5-6%. Rising commodity and food prices and
the weak US dollar have been the main contributors
to the increase. Food prices have begun to plateau
while labour productivity and Government measures
to contain inflation should allow price inflation to
decelerate later in the year.

Forecast

In spite of an expected further weakening of the
US economy, Hong Kong's economy is still likely to
register real GDP growth of 5% in 2008. Offsetting
factors include China’s still relatively strong economic
growth, intra-regional trade, persistently low interest
rates and a tight labour market.

However, there are risks to the forecast, with the year-
old global credit market turbulence a constant threat
to Hong Kong's already weak financial markets. The
external trading environment has also turned more
uncertain and is vulnerable to shocks in its relatively
weakened state. The forecast is also predicated on a
view that inflationary pressures will subside towards
the end of the year, as weaker global economic
activity reduces demand for commodities.

China’s Economy

China’'s economy recorded real GDP growth of 10.4%
in the first half of the year, compared with the 11.9%
increase in 2007. There has been a broad-based
slowdown in economic activity in recent months, as
the effect of a weakening global environment and
rampant price inflation has tempered both external
and internal demand. Administrative measures have
also played a part, as the authorities attempt to
engineer a soft landing for the economy.
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China's trade performance has decelerated as
demand from the US slowed sharply. Intra-regional
trade and exports to the Eurozone have somewhat
counter-balanced the weakness in the US. China's
trade surplus narrowed on significantly higher oil
import prices. The trade picture is likely to remain
mixed as long as current external conditions persist.
As the trade performance softens, the appreciation of
the RMB has also slowed in recent months.

While the external environment has been challenging,
local consumption has held up well, with retail sales
apparently unaffected by elevated price inflation, the
policy induced slowdown in the real estate market
and the sharp downturn in equity prices in the first
half of the year. Real retail sales growth has been
tracking at 14% in recent months.

Price inflation has continued the upward trend of
2007, but has accelerated. Food prices were the main
culprit, with supply impaired by severe snowstorms
earlier in the year, while surging international
commodity prices have added to the pressure.

Surprisingly, after repeated movements in 2007,
China has yet to raise interest rates in 2008 despite
the surge in price inflation. Instead, the authorities
have attempted to control liquidity by raising banks’
reserve requirements. The effect of slowing loan
demand and higher reserve requirements has begun
to have a dampening effect on the loan creation and
money supply growth, both of which have started to
decelerate with RMB loans at +14% in June and M3
at +17% year-on-year.

Forecast

China is expected to achieve real GDP growth of
10% for the year. Inflation is forecast to moderate
from its current elevated levels to 6% for the full
year. Government policy will remain focused on
maintaining economic growth, while carefully
managing price inflation. This should ensure a soft
landing scenario for China's economy, an outcome
that would be favourable both for the Greater China
region, and for the health of the global economy as a
whole.
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FUBON BANK PERFORMANCE

Fubon Bank (Hong Kong) Limited (“the Bank”) and
its subsidiaries (“the Group”) reported a net profit of
HK$250 million for the first six months ended 30 June
2008, representing an increase of 15% over the same
period in 2007 despite the more difficult operating
environment. The improved earnings were driven by
sustained business growth, margin expansion, better
asset and liability management and tighter integration
with its parent company, Fubon Financial Holding
Co., Ltd. ("Fubon Financial”). Earnings per share
rose to 21.36 Hong Kong cents, compared with the
corresponding figure of 18.54 Hong Kong cents per
share for the first half of 2007.

Gross interest income decreased 15% to HK$1,158
million for the first half of 2008 whereas gross interest
expense decreased at a faster pace of 34% to
HK$626 million over the corresponding period. As a
result, net interest income grew by HK$123 million or
30% to HK$532 million. The increase was attributed
to both loan growth and improvement in loan spreads
and investment vyields. As a result of the Group's
effective management of its balance sheet and lower
funding cost due to falling interest rates, effective
net interest margin improved by 26 bps from 1.64%
for the first half of 2007 to 1.90% for the first half of
2008.

Other operating income including net fees and
commission income reached HK$332 million,
increased by 22% or HK$60 million compared to
the first half of 2007. The Group continued to adopt
a conservative approach towards accounting for its
CDO investments and recognized a HK$78 million
revaluation loss during the six months ended 30 June
2008 when the credit market further deteriorated. The
carrying value of the Group's CDO portfolio stood at
HK$66 million, representing approximately 0.10%
of its consolidated total assets. After accounting
for the mark-to-market losses for CDOs held on
the investment books, other operating income was
recorded at HK$254 million, representing a 7% or
HK$18 million decrease compared to the first half of
2007. Within the Group, significant enhancements
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have been made in product innovation and
investment advisory capacity over the past years.
Customer segmentation strategies were refined
to cater for the unique wealth management needs
of different customer segments. The successful
implementation of the above initiatives, and backed
by the strong ties from and tighter integration with
Fubon Financial, helped sustain fee income growth
despite changing market conditions. Commission
income from the sales of wealth management
products, encompassing financial markets investment
and structured products, unit trusts and insurance,
increased HK$18 million or 11% to HK$190 million.
During the first half of 2008, cross-selling efforts
between various business divisions were stepped up,
which helped boost fee income. The marketing fee
income of the Financial Markets Group derived from
corporate and SME customers recorded a year-on-
year increase of over 165%.

Operating expenses rose 16% from HK$405 million
to HK$469 million. The increase was primarily due
to higher compensation and staff-related expenses
resulting from the full year effect of additional
headcount recruited in 2007 for supporting business
growth. The cost-to-income ratio was maintained at
around 59%. Excluding the HK$78 million revaluation
losses on the CDO portfolio, the cost-to-income
ratio was lowered by 5% to 54%. The Group will
continue to take a dynamic approach to managing
expense growth and enhancing its operating leverage.
Operating profits before gains and impairment
losses rose 15% or HK$40 million to HK$317 million
compared with the corresponding period of HK$277
million.

In line with continued growth of the domestic
economy which supported corporate profitability and
household income, the Group recorded a net charge
for impairment losses on advances to customers of
HK$18 million, a decrease of HK$13 million when
compared to HK$31 million in the first half of 2007.
Asset quality remained benign as evidenced by the
impaired loans ratio of 0.60% as of 30 June 2008.
Impairment losses on available-for-sale securities of
HK$96 million were provided for income notes issued
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by SIVs and for certain equity securities. As of 30
June 2008, the total cumulative impairment losses
recognized on SIV investments amounted to 88.10%
of the Group's gross SIV investments exposure, with
the resulting net exposure at HK$34 million. Net
gains from the disposal of available-for-sale securities
of HK$44 million were realized in the first half of
2008 as conditions were conducive for profit-taking.
The Group recorded a disposal gain on ex-branch
premises of HK$30 million in the first half of 2008.
After accounting for impairment charges, other gains
and tax charge, profit attributable to shareholders
amounted to HK$250 million, representing a 15% or
HK$33 million increase from HK$217 million for the
first half of 2007. Return on average assets and return
on average equity improved from 0.83% to 0.86% and
from 11.30% to 12.25% respectively when compared
with the corresponding period in 2007.

With diversified sources of funding and growth in
customer deposits, the Group was able to support
asset growth of 3% or HK$2 billion to HK$62.7 billion
as at 30 June 2008. Customer deposits grew 2%,
totalling HK$42.3 billion as at 30 June 2008. The
Group was cautious in growing its loan book in the
first half in view of a more volatile and challenging
operating environment. As a result, the net loans
portfolio reached HK$33.7 billion, an increase of
7% or HK$2.3 billion over 2007 year-end balances.
The Group's capital and liquidity positions remained
strong. Consolidated capital adequacy ratio was at
13.45% at the end of June 2008 and average liquidity
ratio for the first half of 2008 was at 40.41%.

For the first half of 2008, Taiwan-related business
contributed 29% (the first half of 2007: 24%) of
the Group’s operating profits before gains and
impairment losses. As at 30 June 2008, the loan
and customer deposit balances of Taiwan-related
business represented 15% (2007 year-end: 18%)
and 19% (2007 year-end: 21%) of the total loan and
deposit balances of the Group respectively. The
small decreases were due to the Group being more
cautious in growing its Taiwan-related loan business
in order to safeguard asset quality.
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On 10 June 2008, the Bank entered into a Share
Subscription Agreement to subscribe to newly
issued shares, representing 19.99% of the enlarged
issued share capital of Xiamen City Commercial Bank
("XCCB") for a cash consideration of approximately
RMB230 million (approximately HK$260 million).
In addition, the Bank has further agreed to give
its share of future dividends from XCCB to the
existing shareholders of XCCB up to RMB20 million
as deferred payment of part of the consideration.
This transaction is an important breakthrough for
a Taiwanese owned bank to obtain a substantial
ownership and assume an active management
role in a Mainland commercial banking institution.
The signing of the agreement underscores Fubon
Financial’'s commitment to making China a key
market for growth and reinforces the Bank's vision in
becoming the regional financial platform for Fubon
Financial. The strategic partnership with XCCB
will provide the Bank with an established banking
franchise and knowledge of the PRC market, instant
RMB access and a distribution network to better
serve the banking and wealth management needs of
Taiwanese and Hong Kong businessmen and their
families on the Mainland.

The operating environment in the second half of
2008 remains challenging. The Group will continue
to harness the collective strength within the Fubon
Group through tighter integration, expand its
customer franchise and capitalise on its strength in
serving the financial needs of China-based Taiwanese
businesses and individuals.

RZZZTNEFA+A - AETEEM
R ERT([EmE1T))ERRDRIER
% RBEMBITORG  HERER
T ERERE B BITIRAA) 19.99% -
HRBEBEHARE 2301 T (4
2.601847T) - ABITMNE—FREBR
FERTRAERREEMNTREENS
MR B 2 IZR L FIRREET BB A
R#¥2,000 Bt £ R EmETHURE AR
AR BAE A R E R AELE R -
ANERITER 5 NMEEUS A S RTT
HERRE - WAlEE —EEGHER
HAG  BRABRITESRMTISN
— KRR - REWZEINER T EHSE
BIEPBARERRENK A —EETIHN
SR FE SRR IRITR AR BEIEH
RIGEHMFEHNES - BEMHITHRE
MEHBRESRBTHEEELNA
HERITEBHES MM - BIEFEEA
R mMAE A —(ERBHNDHE
Wes - BEERAH A RS RE
RAREEERNRIT RV BERRLE -

SETHFENEERFNATRIE, -
AEEKEBEZENEBRES @ #E
AOMNBEAEENELENE  BAK
FERE - BEARKEERGTEMME
EREATEFHES -

12 Fubon Bank E#4R1T Interim Report 2008 F ik &



interim financial report

B RS

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 2008.

COMPLIANCE WITH THE BANKING (DISCLOSURE)
RULES

The unaudited interim financial report on pages 21
to 71 together with the unaudited supplementary
financial information on pages 72 to 101 comply with
the Banking (Disclosure) Rules issued by the Hong
Kong Monetary Authority ("HKMA").

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 2008.

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 2008, and received
confirmations from all Directors that they have fully
complied with the required standards set out in the
Model Code.

DIRECTORS’ 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 2008 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 Directors’ and Chief
Executive's interests and short positions required
to be kept under section 352 of the Securities and
Futures Ordinance:

BIESETREXS 2R (F)

AEEERRBEZZTN\FA~A=T
BLEATEA 2 R R E AR
Al BEMARNEEBELED 3
BERRR - HEDRMFIRETA
HR i -

BESRTHRAINKRS - HEARORE
SHERFRA

RZZZNFRA=TBEEZANTE
= RITBARERIRRE 7 M B RDIE
362 IRATF BN ER MITHAHMER
NMRREBLMAP - A ERKERAR
EACBERBRODERARF ([FHL
%) BrinfEasan T

Ordinary shares in Fubon Financial of NT$10 each
EASBERAE T A ANEERS

Total number  Percentage of total

Name Personal Family Corporate of shares held issued shares
[ E

#4 fBA £ P fiRAEH I PApb

Ming-Hsing (Richard) TSAI 209,691,280 23,736,564 1,785,844,232 11 2,019,172,076 26.16

ZAR

Ming-Chung (Daniel) TSAI 229,536,304 32,674,166 1,785,844,232 1" 2,048,054,702 2653

ZAR

Jin-Yi LEE 450,000 @ - - 450,000 0.01

FEE

Victor KUNG 460,571 - - 460,571 001

&R

David CHANG Kuo-Chun 750,000 - - 750,000 0.01

RRE
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Interim Financial Report & 881 % #

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

Notes:

1. 1,785,844,232 shares were held through corporations in
which Mr. Ming-Hsing (Richard) TSAI, Mr. Ming-Chung
(Daniel) TSAl and other TSAI family members have
beneficial interest.

2. The shares were acquired during 2004 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.
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ESRITBARRNRD - HEAROKE
ZFHERNRE (F)

g

1. 1,785,844,232 R 1D A Z EAEEA -
MEBA S A - BERAAEAEREMER
RI&pk B FiUEEHZ A ZH S

2. ZEBROHRE_TENFEBAEADEE
FRROETEIFTRE - KAt B AFAKE
BEEREToREBREKREBUITEER
BEAeERN, -

B EiESD « AT R TR
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OPTIONS

At 30 June 2008, the Directors and Chief Executive
of the Bank mentioned below held unlisted physically
settled options to acquire the number of ordinary
shares of par value NT$10 each in Fubon Financial set
against their respective names. These options were
granted for nil consideration by Fubon Financial during

REZZENFRA=ZTE - THRTE
ERTRAESHE A REE SRR
EEIOTHaEEBERZIELETME
BiaH 2 RIHE - ZERBR I EAD
BER-_ZZLFABKERTZEES
RATHHEE, -

2007.

No. of shares

No. of acquired
options No. of on exercise No. of No. of
outstanding options of options options options Period
atthe granted during the forfeited outstanding during ~ Exercise
beginning duringthe ~ first half 2008 duringthe  at 30 Jun 2008 which price
of2008  firsthalf 2008  R-FENE  fisthalf2008  A-FFNE Date options are per
A-ZENE  ROZENE L¥ERE  RoFRNE e granted exercisable  share
Name Ekmfe  L¥ERTZ AREIE  L¥ERML A BT it 8K
#4 ARESA AREsR ZRAEA ARESE AREsE BE T
(NTS)
(fa%)
Jin-YiLEE 1,400,000 - - - 1,400,000 31Jul 2007 31Jul 2009t 305
5ER e g 30Jul2012*
tA=t-B ZEENFtA=1-H
ET-EtA-1R*
2,825,000 - - - 2,825,000 7Dec 2007 7Dec 2009t0 82
e 3 6Dec 2012
tZAtR  ZERAETCAtA
EIE-CETCRRRS
4,225,000
Michael CHANG 1,085,000 - - - 1,085,000 31Jul 2007 31Jul 2009t 305
Ming-Yuen ERtE 02012
FHE tA=t-B  ZEENEtA=1-H
ECR-CEEASTR*
1416,000 - - - 1416000 7Dec 2007 7Dec 200910 82
IERtE 6Dec 2012
t-AtR  ZERAET-AtA
3 o=
2,601,000
James YIP 1,085,000 - - - 1,085,000 31Jul 2007 31Jul 2009t 305
faz BRrE 30Jul2012*
tA=t-B  ZEENFtA=1-R
ECR-CEEASTR:
141,000 - - - 1411,000 7Dec 2007 7Dec 200910 82
) e 6Dec2012¢
TZAE CEEAFTOALA
ETRETARRY
2,496,000
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OPTIONS (continued) RIRE (&)
No. of shares
No. of acquired
options No. of on exercise No. of No. of
outstanding options of options options options Period
at the granted during the forfeited outstanding during  Exercise
beginning duringthe first half 2008 duringthe  at 30 Jun 2008 which price
of2008  firsthalf 2008 ~ R=FENE  fisthalf 2008  A-ZENE Date options are per
H-EENE  WOBENE LrEff RCRRNE ~A=1H granted exercisable share
Name  FUEAGEY  L¥EE;  EREOE  L¥E MAGE2 5 g Sh
#4 ELC L ARER ZBHER By L ARER EE] B8 GRE
NTS)
(Hak)
Victor KUNG 1410000 = = = 1410000 31.Jul 2007 3 305
BRI e g 30l 2012°
tA=t-B ZEENEtA=1-H
FoT-CEA=TRY

2,830,000 - - - 2,830,000 7Dec 2007 7Dec 2009t0 82
53tk 6Dec2012¢
TZRER  ZEBAETCAtA

ER-CETCARRY
4,240,000
David CHANG 1,400,000 - - - 1,400,000 31Jul2007 310Ul 2009t 305
KuoChun 255tk 30Jul2012*
FRE tA=t-A  ZETNEtA=1-H
ECR-CEEASTA*

2,820,000 - - - 2,820,000 7Dec 2007 7Dec 2009 To 282
| e 6Dec2012*
t-RtR  ZEEAETCAtA

3 S =
4,220,000

*  B0% of granted options are exercisable between 31 July

2009 and 30 July 2010

*

B BT RRHN50% TR —FF
E-F-FFLA=+AM

A=+—H
FTTE

NEL

75% of granted options are exercisable between 31 July
2010 and 30 July 2011

100% of granted options are exercisable between 31
July 2011 and 30 July 2012

# 50% of granted options are exercisable between 7
December 2009 and 6 December 2010

75% of granted options are exercisable between 7
December 2010 and 6 December 2011

100% of granted options are exercisable between 7
December 2011 and 6 December 2012
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SUBSTANTIAL SHAREHOLDERS AND OTHER
PERSONS

As at 30 June 2008, 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
HK$1 each

FERRREMAL

RZZZNEFEASA=TH  RTEH#RE
ZRREBCMARE I ALHEEARTT
B BETTIRA 5% SIA FRRER o

Percentage of
total shareholding

SREE 1T (YRR
L@k =R
Fubon Financial Holding Co., Ltd. 879,120,000 75
EAEEIERROERAA]
DIRECTORS B

The Directors in office during the six months ended
30 June 2008 and at the date of this report were:

Executive Directors
Jin-Yi LEE
(Managing Director and Chief Executive Officer)
Michael CHANG Ming-Yuen
James YIP

Non-Executive Directors
Ming-Hsing (Richard) TSAI (Chairman)
Ming-Chung (Daniel) TSAI (Vice Chairman)
Victor KUNG
David CHANG Kuo-Chun

(appointed on 18 January 2008)

Independent Non-Executive Directors
Robert James KENRICK

Moses K. 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 2008. Neither
the Bank nor any of its subsidiaries has purchased or
sold any of the Bank’s shares during the period.

REE-ZZNFANA=THIEAEAR
HEEAREAREFERR

HITES

FEmR
(BEREREFRITRAER)

SRAAR

HomEE

FHTES

HAREL(XFE)

e LN RS

BERAT

RRE
(R_ZZENE—H+/\BEZXE)

BYFHTES
Hg 5

LEIZ

A%

BA - HESBMERT ETHRS

HEZZ N\FRA=THILXEAH
8 - AFT I O B A fe] AR AD o A
A - AT EAEAME AR EEE K
HEARIT 2 FEfRIRRG -
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Review Report

FH®RE

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 21 to 71, which comprises the consolidated
balance sheet of Fubon Bank (Hong Kong) Limited
as at 30 June 2008 and the consolidated income
statement, the consolidated statement of changes
in equity, and the condensed consolidated cash flow
statement for the six months 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.
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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 2008 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, 12 August 2008

EHHE

HMERBETESHMASRMAEN(E
BER TR E 24105 B
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Consolidated Income
Statement (Unaudited)

For the six months ended 30 June 2008

FalER
(REER)

BE-ZZ/\FAA=tHILZAHEA

Interest income
Interest expense

Net interest income
Fee and commission income
Fee and commission expense

Net fees and commission income

Revaluation loss on collateralised
debt obligations

Other operating income

Operating income
Operating expenses

Operating profit before gains
and impairment losses
Impairment losses on
advances to customers
Impairment losses on
available-for-sale securities
Reversal / (charge) of impairment
losses on investment in
associated company
Reversal of impairment
losses on assets acquired
under lending agreements

Impairment losses
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BREBA
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For the six months ended

30 June 30 June

2008 2007

BZE HE

—EEN\E —ETLF
ANA=+HL NA=tTHIE
ZA~fEA Z7~MEA

Note HK$'000 HK$'000
iiF=s FHET FAT
4 1,158,428 1,369,951
4 (626,015) (950,307)
532,413 409,644

5 180,099 169,991
5 (42,962) (42,849)
137,137 127,142

(78,115) -

6 194,574 144,443
786,009 681,229
7 (468,752) (404,518)

317,257 276,711
9 (18,081) (31,005)
19 (96,194) -
2,807 (33)

3,108 1,093
(108,360) (29,945)
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Consolidated Income AW E &
Statement (Unaudited) (REFR)

For the six months ended 30 June 2008 BE-_ZZEN\FRA=+tHLEZXEA

For the six months ended

30 June 30 June
2008 2007
BZE H=
—EENE S TTrE
NA=+HIE NA=Z+THIE
Z~EA 2~ EA
Note HK$'000 HK$'000
FisE FHET FHT
Net gains from disposals HEHEERS
of available-for-sale securities 2OF e 8 43,832 7,541
Net gains / (losses) on HEREEEZ
disposals of fixed assets T (B51E) 29,552 (120)
Profit before taxation BRBLAT R F] 282,281 254,187
Taxation TIE 10 (32,226) (36,849)
Profit for the period HRER 250,055 217,338
Attributable to: BB
— Equity holders of the Bank —NTTRRER 250,359 217,338
— Minority interests — DR (304) -
Profit for the period HAREF 250,055 217,338
Interim dividend of 6.00 REER%ES
Hong Kong cents per share IR 2 RIS
proposed after the 0%.6.00 7811l
balance sheet date (ZZTTLF
(2007: 6.00 Hong Kong cents) 6.00781l) (70,330) (70,330)
Earnings per share (Hong Kong FREF &)
cents) 11 21.36 18.54

The notes on pages 27 to 71 form part of these HNFE 27 EEFE T B 2 M AR
financial statements. Rz —HD
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Extracts from Consolidated

Balance Sheet (Unaudited)
At 30 June 2008

RFREERERMEE
(REER)

R=ZZENFAA=TH

ASSETS
Cash and short-term funds
Placements with banks maturing
between one and twelve months
Trading securities
Financial assets designated
at fair value through
profit or loss
Derivative financial instruments
Advances to customers
less impairment allowances

Accrued interest and other accounts F§

Available-for-sale securities
Investments in associated company
Fixed assets

Deferred tax assets

LIABILITIES
Deposits and balances from
banks
Deposits from customers
Trading liabilities
Financial liabilities designated
at fair value through
profit or loss
Certificates of deposit issued
Debt securities issued
Derivative financial instruments
Other accounts and liabilities
Deferred tax liabilities
Subordinated notes issued

BE
REREHES
—Z+ZEARE
2z SRITRIZE K
FHER 5Bz @5
6T Rl iBE R IA
REAFEERZ
SREE
TESmITA
}E' SRR
AR
%WE&EW%E
HiE
ﬁ%ﬂTZ&ﬁ
EE & E
RETRIREE

&f&

RITRZEZ 17
o2

BEEER
RHERTZEE
HEE RBBIRE A
RRAFEEZ
TREE
DT RE
BBTEHES
TESRMIA
HiARA AR
EERARE
DBRTRERE
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Note
iiF=s

14

15
16

17
18
19
20
21
30

22
23
24

25
26
27
16
28
30
31

As at
30 June 31 December
2008 2007
R-BENE R_ZTZTLF
RNA=+H +=ZA=+—H
HK$'000 HK$'000
FET FHET
7,832,290 7,024,601
- 740,990
552,044 32,544
714,075 878,955
1,353,250 955,904
33,741,507 31,478,804
1,871,697 1,115,697
15,423,091 17,230,441
1,945 -
1,116,940 1,142,320
49,276 22,723
62,656,115 60,622,879
2,626,768 1,457,845
42,338,759 41,473,991
508,278 11,673
155,152 220,446
1,337,323 2,161,650
2,154,381 1,693,177
1,253,326 804,740
6,462,352 7,155,151
113 90
1,622,484 1,622,652
58,458,936 56,501,415
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Extracts from Consolidated BEEERBEREE

Balance Sheet (Unaudited) (REFR)
As at 30 June 2008 R-ZBENFXA=ZTH
As at
30 June 31 December
2008 2007

R-BB\F R-TTLHF
AA=tBE +-A=+-H

Note HK$'000 HK$'000
iFz FHET FH&T
EQUITY &

Share capital f& A 32 1,172,160 1,172,160
Share premium &R E 33 749,778 749,778
Reserves @& 34 2,271,835 2,195,816

Equity attributable to equity TR R E
holders of the Bank 4,193,773 4,117,754
Minority interests DEHRRERS 3,406 3,710
4,197,179 4,121,464

62,656,115 60,622,879

Approved and authorised for issue by the Board of WEEEN_TZT/\F\A+=-BEA

Directors on 12 August 2008. KRR -
Ming-Hsing (Richard) Tsai Robert J. Kenrick Jin-Yi Lee
Director Director Director
SEE HEs FE®|
BF BFE BFE

The notes on pages 27 to 71 form part of these BRE2VBEEFET BZHEAEATH
financial statements. HE 2D o
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Consolidated Statement of
Changes in Equity (Unaudited)

For the six months ended 30 June 2008

RREZBH 2HAEWMER

(REER)

BHE-ZZT/\FAA=1tHILZAEA

Total equity as at 1 January

Realisation of revaluation deficit/
(surplus) of available-for-
sale securities on disposal

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

Transfer to income statement on
impairment of available-for-
sale securities

Deferred taxation

Capital reserve on share-
based transactions

Net loss recognised
directly in equity

Net profit for the period
Attributable to:
— Equity holders of the Bank
— Minority interests

Dividend paid during the period

Total equity as at 30 June

»w—A—H
PR R AR
HERHEE
EHZ
EitEES
() B3
AHHERESR
FEEZEHFER

A SRS E

EEBEARER

EAETR IR

AR BERZ 325

EEZENGHE
BRNERAER

o) 5ti-Ves
iilawyiagdl
B

~ AR

— DB

BB Bk EE

KAXA=+H
Z R R R

The notes on pages 27 to 71 form part of these

financial statements.
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Note

For the six months ended

30 June 30 June

2008 2007

BZE HE

—EEN\E —ETLF
ANA=T+H ~A=+8

ZA~fEA Z7~MEA

HK$'000 HK$'000

iiF=s FHET FAT
4,121,464 3,979,030
34 36,354 (27,241)
34 (99,173) (21,851)
34 3,103 -
34 30,915 11,839
34 6,842 -
(21,959) (37,253)

250,359 217,338

(304) -

250,055 217,338
34 (152,381) (140,659)
97,674 76,679

4,197,179 4,018,456
HNRE2IBEEE7I B 2T ARMB

WER2—HD -
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Condensed Consolidated Cash
Flow Statement (Unaudited)

For the six months ended 30 June 2008

RERERBRBE

(REEZ)

BE-ZZ/\FAA=tHILLZAEA

Net cash generated from /
(used in) operating activities

Net cash generated from /
(used in) investing activities

Net cash generated from
financing activities

Net increase / (decrease) in cash
and cash equivalents

Cash and cash equivalents
as at 1 January

Cash and cash equivalents
as at 30 June

Analysis of cash and cash
equivalents:

Cash on hand and at banks

Money at call and short notice

Treasury bills with original
maturity within three months

SIEARBMG
(FTA) 2R 5
REERBS,
(PR Z B8R
BEEBME
ZHREFER

RekFRRE
THE 2 8mS
ORd) 8

R—A—RzHEERk
FRFEIAA

RARA=+AZERE
FERREER

RERERREEE
2O

R & MIRTTRIZEER
WA AR
RER=EARN
Bz B

Placements with banks with original EE R =& A A Z|HE

maturity within three months

ZSRITRIZE R

The notes on pages 27 to 71 form part of these

financial statements.

26

Fubon Bank E#R17

For the six months ended

30 June 30 June
2008 2007
BZE HE
—EEN\E —TTLF
ANA=t+H NA=1H
ZA~fEA Z7~MEA
HK$'000 HK$'000
FET FAT
385,050 (2,649,854
22,994 (46,381)
799,203 701,911
1,207,247 (1,994,324)
7,238,749 9,784,375
8,445,996 7,790,051
705,614 1,428,199
7,126,676 4,951,163
613,706 1,332,511
- 78,178
8,445,996 7,790,051
HRE2TBEET71 B 2T AR

HER 2D -
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Notes to the Unaudited Interim
Financial Report

AEERDHMBIRE W

ACTIVITIES AND CORPORATE AFFILIATION

Fubon Bank (Hong Kong) Limited (“The Bank”),
through its branches and subsidiaries, provides a
range of banking, financial and related services.

The Directors consider the immediate parent and
ultimate controlling party of the Group at 30 June
2008 to be Fubon Financial Holding Company
Limited 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 2007 annual financial statements.

Fubon Bank #4817 Interim Report 2008 FH k&

EBRRARMEER

2 HRIT (BB ER AR (A7)
FEBENTTRMBRRRMR— RS
RIT - SERUABRIIR -

BEEERR ARER-_TTNF
RNA=ZTHNERES AR RRRE
BRARREACBIERBRMNBERA
B EAEE] - ZRARRHE
REGEMAS - B—HKEemBhESE
.

BEZRERERE

HEZZNFRA=TRLRAE
AZPHMBRS HIREEEHS
RZMARARES ETRAIERE
MR E L RERBEGTMAE
BB B ETERSE 34 5[+
MYy BRE | AR EMBEEES
FHER| - BRUMBMEEN ((FE
BMIEREER ) RRFAREES
BE IR BRM 2 RT3 (ER) HAI
ZRBEREMR -

REBZE_TTN\FA=THL
NMERZ P HE ISR E R AR - B
T LFERBAMMRAZET
BUSR R ITEE— B »
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Notes to the Unaudited Interim
Financial Report

KA A B 7 3RS MY R

2

28

BASIS OF PREPARATION (continued)

The preparation of an interim financial report in
conformity with HKAS 34 requires management
to make judgments, 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 2007 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
pages 19 to 20.

The financial information relating to the financial
year ended 31 December 2007 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 2007 are available
from the Bank's registered office. The auditors
have expressed an unqualified opinion on those
financial statements in their report dated 11
March 2008.

BEZREBEE (F)

RIREBEIENE 34 FREH
MEMEREEREELRE -
R - RFRTE - fhET RIRER
FEETBERNER - ARIZAE
FRERSHHARLERBEER
BE  BWARIHZ SR8 - BRE
REAEGRETTHRER -

A HM SRS REEREA M
s MBS BB IERRE o HTRERTHE
MR BN T BAAEER
TR FFEUMBRE AR
HPMBARAMEER AT ENES)
BREEPENEMHMRS - bt
A RRER G T B IS R AP A
MY AR B EREE M BRSE
EAMGER 2 2NMEREZFE

ZT P B RE /AREEZ - BE
HESHREFMEEMRIEEE
SR AERMANEERMNELE
2410 5% [ B EAN L BB 15 &
FEEED ) TR - EEAEF
FiEBmE RS RHE 2 EHRE
HNE19EEF20E °

A HEIERENMREREE—
ETEF T A=+ HUEMRE
B2 BEEME TERAITRZ
BIRFE ZDEEMHRE - VR
B%EUBERE - BE-TTLF
TZA=Zt - HUEFEZEENH
HE A RAST 2 FEME R RE

BRERER _TTN\F=A+—H
RZEWBREERERERER -
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Notes to the Unaudited Interim

Financial Report

3 BASIS OF CONSOLIDATION

R AR R P A B 7 R MY R
3 GFEzEE
BABHPI - AP HMBHREE

This interim financial report covers the consolidated
positions of Fubon Bank (Hong Kong) Limited and
all its subsidiaries, unless otherwise stated. For
regulatory reporting, the bases of consolidation are
set out in notes (A) and (C) in the supplementary

financial information.

4 INTEREST INCOME AND EXPENSE 4

(a) Interest income

Listed investments
Others

Interest income on financial
assets that are not
designated at fair value
through profit or loss

Interest income on
trading assets
— listed investments
—unlisted investments

Interest income on
financial assets
designated at fair value
through profit or loss

Fubon Bank & 384817

LRE
Htty

FETHBBRH KR
AVEEZERMEE
ZRBBA

BEXSREEE
ZHBHA
- tmiRE
— JELTIRA

R RRBRENRBR
AHEEZSREAE
ZHBHA

Interim Report 2008 F k&

EERRT (BB BRABDLEM
EMBRAR ZEAMN - BEER
FEE - BiRe 2 2RI
BATS AR FE (A) RN (C) ©

MEWARXH
(a) FBWEA

For the six months ended

30 June 2008 30 June 2007
BE-ETN\E BE-TTAHE
RA=tH RNA=1H
28R 28R
HK$'000 HK$'000
TEx THET
137,720 88,410
992,634 1,227,874
1,130,354 1,316,284
125 63

3,148 23,973

24,801 19,631
1,158,428 1,359,951
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Notes to the Unaudited Interim
Financial Report

KA A B 7 3RS MY R

4 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
designated at fair value
through profit or loss

Interest expense on trading
liabilities

Interest expense on financial
liabilities designated at fair
value through profit or loss

30

4 FIBWARZH (&)

(b) FEXH

For the six months ended

30 June 2008 30 June 2007
BE-TT\E HE-TTLF
~B=+AH ~A=t+H
28R 2 MEA
HK$'000 HK$'000
TER FAT
P RITRAEREM
SERRE 2 FRRE
BITIFRGE
610,933 839,464
Hinopa g 2,031 84,961
FEEABRBRURM
APEEZERERZ
FEZH
612,964 924,415
RPEET
BEZFEZH 6,673 23,202
EERBREE AR
RTEBEzERARL
-5 6,378 2,690
626,015 950,307

Fubon Bank & #4817
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Notes to the Unaudited Interim SR AS B A% P H B AR 3R 5 B R
Financial Report

5 FEE AND COMMISSION INCOME AND 5 EBARASKARZIH
EXPENSE
(a) Fee and commission income (a) BARASWA

For the six months ended
30 June 2008 30 June 2007
BE-ZTN\E HE_ZTT+F

~A=+H ~A=T+H
ZAEA ZAEA
HK$'000 HK$'000
FTAT FAT
Credit related fees and EERBER LA
commissions 17,533 12,164
Trade finance BH5ME 12,924 10,775
Credit card ERF 34,533 31,247
Securities brokerage and BHCU RATE IR
investment services 32,517 44,691
Insurance Rk 20,700 13,867
Unit trust commission BhEES 49,084 47,725
Other fees Hib B 12,808 9,522
180,099 169,991
of which: Hep:
Fee and commission income ERRASKAKRE :
arising from:
— Financial assets or — JEEE RBRE R AR
financial liabilities NEEBEZER
which are not BESEREBE
designated at fair value
through profit or loss 69,519 56,082
—Trust or other fiduciary — B AT ER
activities 746 729

Fubon Bank E34817T Interim Report 2008 £+ k& 31



Notes to the Unaudited Interim RCEZ P H RS M

Financial Report

5 FEE AND COMMISSION INCOME AND 5 BARMASWARIE(E)
EXPENSE (continued)
(b) Fee and commission expense (b) ERARAEXIH

For the six months ended

30 June 2008 30 June 2007
BE-ZT\E HE_TTLF
AA=+H ~A=1H
ZAREA Z N MEA
HK$'000 HK$'000
FTAT FAT
Handling fees and commission FE&ZERFEE 29,069 31,270
Other fees paid HMBENER 13,893 11,679
42,962 42,849
of which: He
Fee and commission expense B RAELTHKE
arising from:
— Financial assets or financial — T RBREE AR
liabilities which are not ATEEZ2RH
designated at fair value EEScHARE
through profit or loss 21,895 14,5638
32 Fubon Bank E#4£f7 Interim Report 2008 £#H k&



Notes to the Unaudited Interim SR AS B A% P HA B AR 3R 5 B R
Financial Report

6 OTHER OPERATING INCOME 6 HpEERA

For the six months ended
30 June 2008 30 June 2007
HE-ZTN\F HE_ZTTLF

~A=+AH ~NA=TH
Z~EA 2~ MEA
HK$'000 HK$'000
FBT T
Gains less losses from dealing ReWEREBE
Gains less losses from dealing SNER 52 W
in foreign currencies &8 20,520 5,957
Gains less losses from dealing FHER HRBEZFS
in trading securities ZWEREE (2,083) 2,301
Gains less losses from other HEERHZ
dealing activities* WS R IE * 119,628 110,208
Gains less losses from short EERHL
selling activities W REE (907) 737
137,158 119,203
Net hedging income from DR EEHESZ
fair value hedges k2l ON
Net gain on hedged items BEh R IR 2
attributable to the hedged risk HA 2= 1,779 39,058
Net loss on hedging instruments T A ZFEE (1,779) (39,058)
Net gain / (loss) on other financial EEAEBERURMAF
instruments designated at fair BEzHMEMIAZ
value through profit or loss i (E518) F48
Net gain on sale of other financial HERTARBERARM
instruments designated at fair ANFEEzHMERIAY
value through profit or loss Fa 5412 -
Revaluation gain / (loss) on other HBERBBERARR
financial instruments designated NTEEZHMERIAY
at fair value through profit or loss BihkE(5E) 60,346 (5,880)
65,758 (5,880)
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Notes to the Unaudited Interim

Financial Report

KA A B 7 3RS MY R

6 OTHER OPERATING INCOME (continued)

34

Gains less losses from other
financial liabilities measured
atamortised cost

Revaluation (loss) / gain on derivative
financial instruments

Dividend income from listed
available-for-sale securities

Dividend income from unlisted
available-for-sale securities

Rental income on properties

Others

PRSI BR 2
HieeRas
ZMERRER

PTEemIAZ &
(B1R),/Was

RS ETERL
BB

AN EIE PSR
BB

HEHA

Eity

* Other dealing activities refer to customer-driven dealing
in derivative financial instruments which include equity
linked notes, options and structured deposit products.

OPERATING EXPENSES

Salaries and other staff costs

Premises and other fixed assets
Rental of premises
Depreciation
Others

Auditors’ remuneration

Other operating expenses
Business promotion
Legal and professional fees
Communication
Electronic data processing

and computer systems
Others

FeREMESKE

FENABETEE
FEERS
e
Hith

E Gl

Hip 2@
£HE
EEERER
ikl
ETARBER
Hits

Fubon Bank & #4817

Hitt & EWRA (F)

For the six months ended
30 June 2008 30 June 2007
BE-ZETNE HE_TZF
~A=TH ANA=TA
Z~fEA Z~MEA
HK$'000 HK$'000
TERT FHL
629 1,400
(35,736) 2,519
3,194 3,019
371 13,071
933 174
18,927 10,937
194,574 144,443

* BthBEERSIEEL SN TS/
TAEE GRKRFAHGERE  HE
RGHEILEFHER

EEXH

For the six months ended
30 June 2008 30 June 2007
BE-ZETN\% BE_TZTtHF
~A=TH ~NA=TH
ZAEA 2~ MEA
HK$'000 HK$'000
TER FHL
286,025 222,553
22,684 21,435
31,938 29,374
10,532 10,044
1,187 1,020
15,820 31,904
11,222 10,706
16,040 13,310
39,920 34,303
33,384 29,869
468,752 404,518

Interim Report 2008 F# &



Notes to the Unaudited Interim SR AS B A% P HA B AR 3R 5 B R
Financial Report

8 NET GAINS FROM DISPOSALS OF AVAILABLE- 8 HETHBERSZFWE
FOR-SALE SECURITIES

For the six months ended
30 June 2008 30 June 2007
BE-ZZN\F HE-ZTTLF

~A=+A ~A=t+H
Z~EA 2~ MEA
HK$'000 HK$'000
FaET FAET
Realisation of revaluation BERER[FREARER
(deficit) / surplus previously ZEE (B4, Bk
recognised in revaluation S5 (F5E 34)
reserve (Note 34) (36,354) 27,241
Net gains / (losses) arising in HFkE (B8)
current period 80,186 (19,700)
43,832 7,541
9 IMPAIRMENT LOSSES ON ADVANCES TO 9 EFERZEEEBSE
CUSTOMERS
For the six months ended
30 June 2008 30 June 2007
BE_ZZN\F HE-TZT+F
~A=+H ~A=t+H
Z~MEA 2~ EA
HK$'000 HK$'000
FBT FETL
Impairment losses B (38R) /#1el
(charged) / released on ZERFPER
advances to customers REETE
- Additions — 1 (53,635) (45,816)
- Releases — &E 35,554 14,811
(18,081) (31,005)
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Notes to the Unaudited Interim RCEZ P H RS M

Financial Report

10 TAXATION IN THE INCOME STATEMENT 10 WER2HE
(a) Taxation in the consolidated income (a) HAWFERZHE
statement

The provision for Hong Kong Profits Tax for
2008 is calculated at 16.5% (2007: 17.5%) of
the estimated assessable profits for the six
months ended 30 June 2008.

R N\FERBFEREET
BEHEE_TTN\FAA=T
B 1E/NE A Z (&5t R R
Mz 16.5% 2 HE(ZET+
F:175%)5E o

For the six months ended

30 June 2008 30 June 2007
BE-ZT\E HE-TTLF

AA=t+H ~A=+H
ZAEA Z~MEA
HK$'000 HK$'000
FEx FHET
Current tax - Hong Kong BVERBiE - BBAE
Profits Tax
Tax for the period HNTIA 27,344 37,769
Over-provision in BEEE
respect of prior years AR - (582)
27,344 37,187
Current tax — Overseas Tax I8 — @/ 618
Tax for the period HIRTIE 497 -
Deferred tax EEBE
Origination and reversal of THEEREEE
temporary differences K& Bl (fiE30)
(Note 30) 4,385 (338)
Total income tax expense FIEM L Ha%s 32,226 36,849
36 Fubon Bank 87 Interim Report 2008 F 5 & &



Notes to the Unaudited Interim

Financial Report
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10 TAXATION IN THE INCOME STATEMENT

(continued)

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

Profit before taxation

Notional tax on profit before
taxation, calculated at
16.5% (2007: 17.5%)

Tax effect of non-taxable

revenue

Tax effect of non-deductible

expenses

Overseas tax for the period
Over-provision in respect
of prior years

Actual tax expense

11 EARNINGS PER SHARE

BRIEATE R

BRAEATE A2 fhaH R -

10 Wik 2 BH (F)

(b) HIRXHEEAERBRAE

LA16.5% (ZFT+5F :

175%) &t &
FEERHRBAZ

Rz
R S

e
MAREIMEIR
BAFEBREER

BEMIES

The earnings per share is calculated on profit
attributable to shareholders of HK$250,359,000
(2007: HK$217.338,000) and 1,172,160,000 (2007:
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 & 384817

Interim Report 2008 F k&

ZETHERIB 2R
For the six months ended

30 June 2008 30 June 2007
HE-ZEN\F HE_ZTTLHF
~A=+H ~NA=TH
Z~fEA 2~ EA
HK$'000 HK$'000
FTET FAT
282,281 254,187
46,576 44,483
(16,431) (8,385)

1,584 1,333

497 -
- (582)

32,226 36,849

11 SREF

TR EF Th IR HR N % 3 E A T
250,359,000/ T ( = T T L F ¢
217,338,000 &7t ) R AHEAA B 8
1TEMAL(D 1,172,160,000 % (—F
T 1 1,172,160,000 f%) 5T E o
AEBUEARAILBRZERNE
3~ BRRESK M AR T 2 RARAE RS A
B ORATIBRES Y E -
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Financial Report

12 SEGMENT REPORTING 12 DIEER

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.

Business segments

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

Retail Banking comprises credit card merchant
acquiring, provision of credit card advances,
insurance and unit trust wealth management
services, 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.

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

SEENTREREBN LS RE
AR - ARAEEZ 2 HE
BABLERETEE—EHA -
B HERIRARARETR -

ESSin

AITREMBARZ T2EBHIR
HIRTT R ABRE 2 & B AR

ZERTEBEEEAREPR
% ERREERS - R &EM
EREBUEERRYE - TR, O
R EERBREMEEREE -

MERTEHBEP PDOER R
EERET o PNDREBEEBELA
REEERBEER - PO BRRBERE
8 AEREMEBHESOLE
BER - CESREBRER SR
& REERREMPEER -

ERTMSEBEIZREESER
SMERZ 5 BRI R M E RS R
ReER BHRXHEHEE &
EEENRERBEERTISHET
REENAEHENERESER -

FHEXBERBEERRBRFILH
EAREEWE MAREE R A TS
HIIZE
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12 SEGMENT REPORTING (continued)

Business segments (continued)

Unallocated items mainly comprise the central
management unit, management of investments
in securities, premises and property management
and other activities which cannot be reasonably

allocated to specific business segments.

(a) Operating income

Retail Banking
Wholesale Banking
Financial Markets
Real Estate
Unallocated

(b) Profit before taxation

-

Retail Banking
Wholesale Banking
Financial Markets
Real Estate
Unallocated

TERT
HBIRTT
SRS
FHE
ADFEB

TERTT
HEERTT
LETS
FHE
ADFEE

Fubon Bank E3481T Interim Report 2008 £+ k&

12 DIEER (&)
¥ 5E (#F)
ROMEEXERELEFEES
i BEREEE BFRYES
BUAREMAEAIENE DTS
HEERIEES)

(a) BEERA
For the six months ended

30 June 2008 30 June 2007
BE-ZTN\E HE_ZTT+F
~A=+A ~A=TH
28R ZNEA
HK$'000 HK$'000
FTiER FAT
276,870 278,904
311,245 210,185
203,022 203,261
(610) (1,489)
(4,518) (9,632)
786,009 681,229

(b) BRFLATER

For the six months ended

30 June 2008 30 June 2007
HE-ZTN\E HE_TTLF
AA=TA ~A=1H
28R Z~EA
HK$'000 HK$'000
FTET FAT

58,074 78,182
206,780 116,053
56,547 148,676

1,891 (1,110)

(41,011) (87,614)
282,281 254,187
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12 SEGMENT REPORTING (continued)

13

40

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 2008 and 2007, 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. No single country or geographic
segment other than Hong Kong contributes 10%
or more of the Group's assets, liabilities, profit
or loss before taxation, total operating income or
contingent liabilities and commitments.

CASH AND SHORT-TERM FUNDS

Cash in hand RE

Balances with the Hong Kong EEa
Monetary Authority B RS

Balances with banks RITRIE 2 Fgh

Money at call and short notice * WA RGBT

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

12 DEER (H)
EEH 5

BEHE 2 ERSTRBENEA
Al EEEBEHE - KB E
MEEENBEEAR 2 ANTHIT
NE BPUERBEME TR
B NEHE_ZT)/\FR_ZET+
FARA=+HHM  ~EBZHAB
LB KRB ATE A IR
BEENATITRMBARIAKRZ
BEMESE - WEBBAINIE—
BR kbR (G AERE 10% 3k A _E/)
BE - B BREAEFZEE -
BEBWA S ARBERESE -

13 REREHPES

As at
30 June 31 December
2008 2007
R-ZEENF RZEELF
~HA=tH +=ZA=+—H
HK$'000 HK$'000
FTER FHAT
106,677 94,286
10,290 208,275
588,647 344,359
7,126,676 6,377,681
7,832,290 7,024,601

* BAIRGHE A A AT R R
— B A E|BLZ 775K
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14 TRADING SECURITIES

Trading securities at fair value

Treasury bills (including Exchange
Fund Bills) - Unlisted
Debt securities
- Listed in Hong Kong
— Unlisted
Equity securities
— Listed in Hong Kong

Total

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

BIER GG E5RF

&g
HES (BEINERS
FR)-kLm
B
—-NEBLT
—F L
B
—RNEELT

#{E

HER St 250
W RIERTT -
—FRRBF R

FRIFIT
—NEHIE
—iR{T

—h¥ERE

Fubon Bank E3481T Interim Report 2008 £+ k&

14 BFERZGREBZES

As at
30 June 31 December
2008 2007
R-ZBENE RZZTTLF
~AH=tH +=-—A=+—H
HK$'000 HK$'000
FExT FAT
538,645 14,981
6,023 5,266
7,273 11,948
103 349
552,044 32,544
541,698 17,378
10,245 14,817
3 66
98 283
552,044 32,544
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15 FINANCIAL ASSETS DESIGNATED AT FAIR
VALUE THROUGH PROFIT OR LOSS

Debt securities at fair value

- Listed in Hong Kong
— Listed outside Hong Kong

Total

Financial assets designated
at fair value through
profit or loss are
issued by:
— Public sector entities
— Other financial institutions
— Corporate entities

BAFEEE
ZEHES
—RNEELT
—RREBLASN T

Ey e

FEE BB R RBE
AFEEZZE
EEHLTHIE
#7T
—RNEHE
—Efe RIS

—hEERE

16 DERIVATIVE FINANCIAL INSTRUMENTS

42

(a) Notional amounts of derivative financial

instruments

Derivatives refer to financial contracts whose
value depends on the value of one or more
underlying assets or indices. The notional
amounts of these instruments indicate the
volume of transactions outstanding as at
the balance sheet date and do not represent
amounts at risk. The following is a summary
of the notional amounts of each significant
type of derivatives entered into by the Group:

Fubon Bank & #4817

15 EERBBERUARRDIFEEZ

As at
30 June 31 December
2008 2007
R-ZEENF RZEELF
~HA=t+H +=ZA=+—H
HK$'000 HK$'000
FTER FHAT
480,219 486,932
233,856 392,023
714,075 878,955
477,378 481,735
157,498 315,350
79,199 81,870
714,075 878,955

16 $TESEMTA
(a) PTESRMIACEESHE

T TRBEEERURR — =X
ZHEEBEEREHZEEN
EZEBAN  METAZA
ELHBTRBEEBEARTEZ
X558 MIFRERF LA
S U TIRAKECRIZZ
BEIBHEITETAZ AR
SREZHE
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16 DERIVATIVE FINANCIAL INSTRUMENTS 16 TESBMIA(#F)
(continued)
(a) Notional amounts of derivative financial (a) FTESRMIECRESE(E)
instruments (continued)
Asat
30 June 2008 31 December 2007
R-2ENFRAZA RIFEETZA=1T-A
Managed in Managed in
conjunction conjunction
with financial with financial
instruments instruments
designated at designated at
fair value fair value
through ~ Others, through Others,
Qualfied profit or loss include Qualfied  profit orloss include
forhedge FEEARER  heldfor forhedge FEEAHE  heldfor
accounting  BEURE  trading accounting  EEURE  trading
sEk  ATEE i a&f  ATEE it

REHR 28RIE  EEBE Total LERIE  BEEEE To
gt MEAEE  WGRR BE  gh: MENER  GRE &%
HKS'000  HK$'000  HKS'000  HKS$'000 HKS000 HKS 000 HK$000  HKS000
TEn  TEn  THn  fEn AR TAL  TEL  TER

Exchange rate derivatives EXfi4IA
- Forwards -5 - - 11442699 11442699 - - 764138 764138
- Swaps -5 o - 30,011,019 30,011,019 - - 56693546 56,693,546
~Optons putchased - = - R M : - 1620200 16242000
~Options witien - e - - 3075760 32,075,760 - - 16241669 16,241,669
- - 105,607,218 105,607,218 - - 96818623 96818623

Interest rate derivatives flEfETA
- Swaps -5 2003724 01891 76703287 79498902 1793977 857989 1730322 19975218
~Options purchased - A - - - - - - 320 30220
~Optnswiten - bR . . . - . S0 20000
2,093,724 701891 76703287 79498902 1793977 857989 17825452 20477418

Equiy derivatives BT
- Swaps -5 - - 1918024 1978024 - - 861,691 861,691
~Options purchased - EAHE - - 137639 137639 - - 1509 12509
- Options written - ke - - 137,639 137,639 - - 12509 12509
~Other equity derivatives - AREfETE - - 1844934 1804934 - - 3179754 3179764
- - 409823 4098236 - - 4201603 4291643
Other derivatves EMATETA - - BB BB - - M 8
Total a8 2,093,724 701891 186481816 189277431 1793977 857989 119,020210 121,672,176
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16 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.

Derivatives used for hedging represent
hedging instruments designated as hedges

under HKAS 39.

(b)
of derivatives

Fair value and credit risk-weighted amounts

16 STESBIA(#F)

(a)

(b)

TTESRTIACERESEH(A)

bt FEARRERR - BZ%E
ABHBELAEFHEHE
o2 BEEREMEBR
HOTETA -

e 2 TE T BERER
BEFTERE RIS EIE AL
HZEHTA -

PTETAZAVEERFEER
BrinfEERE

As at
30 June 2008 31 December 2007
RZZENFRA=TH RZEZtF+=A=1-H
Credit risk- Credit risk-
Fairvalue  Fairvalue  weighted  Fairvalue  Fairvalue  weighted
assets liabilities amount assets liabilities amount
AYEE ATEE GEER  ATEE  ATEE  REER
& 8 MELE A& BE  EeE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TEn TET TALT AT AL
Exchange rate derivatives EEfATA 718,562 448,649 593,593 532,832 311,243 460,675
Interest rate derivatives  FIEFATA 225,812 225,584 153,185 245,319 219,284 165,384
Equity derivatives REFETR 407,978 407,978 337,639 175,426 175,427 271942
Other derivatives EffTETE 898 171,115 5,283 2327 98,786 5,535
1,353,250 1,253,326 1,089,700 955,904 804,740 903,536

Amounts above are shown on a gross basis
as none of these derivative contracts are
subject to any bilateral netting arrangement.
Embedded derivatives are not included for
calculation of credit risk-weighted amount.

44
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bt FARERR - B%E
RABEENEEFHEEER
egE, MRARITETA
WA AEERBEMESEE -
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16 DERIVATIVE FINANCIAL INSTRUMENTS
(continued)

(c) Fair values of derivatives designated as
hedging instruments

Fair value hedges

Fair value hedges consist of interest rate
swaps that are used to protect against
changes in the fair value of the Bank's
subordinated notes, certain fixed-rate bonds

16 TESBMIA(#F)

(c) HEEBUMTAZFTAETA
2 AFEE

RFIEEEYT

AT BEL O R EREAR
TRETNEERE  ETE
BESRESFRBRTSF
= BIE T A R

and fixed-rate certificate of deposit issued B o
due to movements in market interest rates.
As at
30 June 2008 31 December 2007
R-BENFERA=TH RZEZ+F+=A=1-A
Fair value Fair value Fair value Fair value
assets liabilities assets liabilities
AYEEEE AVEEEE ATEEEE ATEEEE
HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT FiEx FEL
Interest rate derivatives  FIEAT4ETE 62,724 10,174 62,672 8,343

17 ADVANCES TO CUSTOMERS LESS

IMPAIRMENT ALLOWANCES
(a) Advances to customers less impairment
allowances
Gross advances to customers RFPEREE
Impairment allowances RERE
— Collective impairment allowances —fRERERE
— Individual impairment allowances —ERIRERE

Fubon Bank E3481T Interim Report 2008 £+ k&

17 BEFENRRRERRE

(a) FFERRRERE

As at

30 June 31 December
2008 2007
R-ZZEENE RZTTLF
AB=+H +ZA=+—H
HK$'000 HK$'000
FTiER FAT

33,903,142 31,633,012
(70,071) (82,126)
(91,564) (72,082)
33,741,507 31,478,804
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17 ADVANCES TO CUSTOMERS LESS
IMPAIRMENT ALLOWANCES (continued)

46

advances to customers

At 1 January 2008

Impairment allowances charged
to income statement

Impairment allowances released
back to income statement

Amounts written off

Recoveries of advances written
off in previous years

At 30 June 2008

At 1 January 2007
Impairment allowances
charged to income statement
Impairment allowances released
back to income statement
Amounts written off
Recoveries of advances written
off in previous years

At 31 December 2007

(b) Movement in impairment allowances on

R-ZFTN\F-HA—H

PR EE RN 2
RUERE
PR ERER 2
BUERE
MEREER
BEFECHMR
Bz e

RZBZN\FRA=1H

R-FTtF-HA—H

RUREE RN 2
BERE
PR AR
RUERE
MRS
BEFDHER
Bz e

RZFZTLF
+-A=+—H

Fubon Bank & #4817

17 EFERRERE (&)

(b) EFERERMEREZE

For the six months ended

30 June 2008
BE-ZZ/\EXRA=1H
Z~fEA

Individual Collective
impairment impairment
allowances allowances
ERIRERE FERERE

HK$'000 HK$'000

TERT FTHET
72,082 82,126
47,617 6,018

(17,481) (18,073)
(21,635) -
10,981 -
91,564 70,071

For the year ended
31 December 2007

HE-TTLET-A=t-H

HFE
Individual Collective
impairment impairment
allowances allowances
ERIRIERE IRARERE
HK$'000 HK$'000
FTHET FTHET
81,787 81,404
71,604 8,189
(34,713) (7,467)
(67,636) -
21,040 -
72,082 82,126
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17 ADVANCES TO CUSTOMERS LESS
IMPAIRMENT ALLOWANCES (continued)

(c) Advances to customers analysed by
industry sector

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

by the HKMA:

30 June 2008
REBRNEAAZTA

17 EFENRRERE (&)

(c) BTESENEFER

} i‘“ﬁ%‘*ﬁ%&ﬁ?ﬁﬁ%%’(
DT R P BRABRED T)ﬂlﬂ

T RBTEIMIRESE

REM&ARRERE

Asat
31 December 2007
RZTELE+2A=1-A

% of gross loans % of gross loans

covered by covered by
Gross loans collateral Gross loans collateral
and advances HERZER and advances BERZER
ERREFER kERAEr  RRRETER (-t
HK§'000 Al HK$'000 anlt
TER % AT %
Gross advances for usein TAEERNER BT
Hong Kong
Industrial, commercial and financial TE£8
- Property development -NFEE 78,99 49.36 59,453 66.36
- Property investment ~-MERE 7,391,707 7154 5,874,006 69.51
~Financial concems -2RtE 619,126 141 678,349 644
- Stockbrokers -REEL 78,963 94.77 144323 97.79
~Wholesale and retail trade -HERTES 162,252 13.25 221630 1254
- Manufacturing -iEx 1,841,554 1957 1634110 23.04
~Transport and transport -EaREg
equipment B 689,994 91.14 699,036 88.01
~ Information technology -BiRE 14,308 83.48 1439 94.45
- Others - 3,111,592 52.08 2,649,604 4032
Individuals fEA
- Loans for the purchase of -BE[FEEE
flats in the Home Ownership ~~ E3tE1] +
Scheme, Private Sector [hAZREEHE]
Participation Scheme and RIMEEEEHE)
Tenants Purchase Scheme BFNER 11,884 100.00 7,300 100.00
- Loans for the purchase of -BERMENEY
other residential properties &7 7,495,168 96.98 72712919 9.36
— Credit card advances -EEFER 488,669 - 533,187 -
- Others - 959,362 58.49 894,852 5253
22,943 573 20,683,163
Trade finance BAME 2,204,738 932 2,169,800 1369
Gross advances for use outside ~ E&BLINERNET
Hong Kong % 8,714,831 46.13 8,780,049 44,08
Gross advances to customers  REEF#8 33,903,142 60.78 31,633,012 5687
Fubon Bank E3481T Interim Report 2008 £+ k& a7
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17 ADVANCES TO CUSTOMERS LESS
IMPAIRMENT ALLOWANCES (continued)

(c) Advances to customers analysed by
industry sector (continued)

Analysis of the Group's impaired advances
in respect of industry sectors which account
for 10% or more of gross advances to

customers:

As at 30 June 2008
- Property investment
~Loans for the purchase
of other residential
properties
- Gross advances for
use outside Hong Kong

As at 31 December 2007
- Property investment
~Loans for the purchase
of other residential
properties
- Gross advances for
use outside Hong Kong

48

17 BEFEXRBRERE (&)

(c) BTEIBNEFER (A)

BTEA NI B ERBE
10% shiA b2 A EEEE RS
mF -

Individual Collective
Overdue Impaired impairment impairment
advances advances allowances allowances
BHES AEER  ERRERE  GRHERR
HK$'000 HK$'000 HK$'000 HK$'000
Thn Fhn TEn TR
RZEBNERA=1A
-NERE 9912 13,084 2311 2,683
-BEEM
frzhx
HER - 5,009 - 1583
~EEENNER
nEREE 122,282 135,080 63,077 33313
Individual Collective
QOverdue Impaired impairment impairment
advances advances allowances allowances
BHE REER ERREEE GeRERE
HKS'000 HK$'000 HK$'000 HKS'000
Thn Thn FhL T
RZEStETZA=1-H
-NERE 9988 12429 228 3287
-FEHl
frems
LI 1683 7928 597 2064
~EREMIMER
HETEE 76,436 109,458 44170 38272

Fubon Bank & #4817
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17 ADVANCES TO CUSTOMERS LESS
IMPAIRMENT ALLOWANCES (continued)

(d) Impaired advances to customers

17 BFEXRRBRERE (&)

(d) EFREER

As at
30 June 2008 31 December 2007
RZZENEXA=TH RZEZ+F+=A=1-A
HK$'000 % HK$'000 %
TET Btk FHT Bk
Gross impaired advances JslEE A% 201,838 0.60 172,403 0.55
Individual impairment ~ FLREERIE
allowances made 2 (ERIRE
against impaired loans (91,564) (72,082)
110,274 100,321
Amount of collateral held  FEREEFEE
inrespect of impaired ~ ZHEFREE
loans " 102,492 108,530

As a percentage of gross advances to customers.
The collateral mainly comprised of mortgage
interest over residential properties and cash
deposits with the Group, and equipments
against hire purchase and leasing loans.
Including expected recoveries of HK$22.5
million (2007 HK$16.4 million) from companies
in liquidation.

Impaired advances are individually assessed
loans with objective evidence of impairment on
an individual basis.

18 ACCRUED INTEREST AND OTHER ACCOUNTS

Interest receivable FEUFIE

Repossessed assets and WEIEE R
assets acquired under RIEER
lending agreements e EE

Accounts receivable and FEUER B &
other liabilities Hith g i

Fubon Bank E3481T Interim Report 2008 £+ k&

i EEFEETEEZED T o

i HWBFEZEFEEYEZ
1B Fla - TR A EE
HELFEARIEERAE
EBEAMBHRZLE EFE
FE B A (B B8 A A [z
22,500,000/ T ( = £ F +
4 : 16,400,000 #7T) °

RERS IR EREEE AR

BBH R ERE T mAE R
HEERR -

18 MEEtRIBRHEMIRE

As at
30 June 31 December
2008 2007
R-BENF RZZELF
AHA=tH +=-A=+—H”H
HK$'000 HK$'000
TERT TAT
481,912 419,462
33,270 34,002
1,356,515 662,133
1,871,697 1,115,697
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19 AVAILABLE-FOR-SALE SECURITIES

Listed debt securities at fair value
— Listed in Hong Kong
- Listed outside Hong Kong

Unlisted debt securities at fair value
— Treasury bills (including
Exchange Fund Bills)
— Certificates of deposit
— Other debt securities

Total debt securities

Equity shares at fair value
- Listed in Hong Kong
— Unlisted

Total available-for-sale securities

The available-for-sale securities
are issued by:

- Central governments and
central banks

— Public sector entities

- Banks

— Other financial institutions

— Corporate entities

50

raEHEF 2 AT ER
—RNEELT
—RREBLASN T

FEmERESF A TER
—EES (BENEES
E8)
—TFRE

—HibEHES

EREFERE

BEZ AT EE
—NEELT
—3ELET

A EESRE

ARHEREFEUT
BiERT

—FRRBUT R
FRIFFT

—RERE

— 817

—Hitb SRS

—hRERE
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19

A EES

As at
30 June 31 December
2008 2007
R-EENE RZZTZTLF
~A=+H +=—A=+—H~
HK$'000 HK$'000
FET FAT
2,534,365 2,868,782
4,383,462 3,626,868
6,917,827 6,495,650
4,249,511 4,863,805
148,402 268,901
3,554,350 5,224,503
7,952,263 10,357,209
14,870,090 16,852,859
139,948 138,442
413,053 239,140
553,001 377,582
15,423,091 17,230,441
6,694,984 7,633,735
69,428 84,991
6,633,073 7,866,010
647,671 729,669
1,377,935 916,036
15,423,091 17,230,441
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19

20

Fubon Bank & 384817

AVAILABLE-FOR-SALE SECURITIES (continued)

Included in “other debt securities” as at 30 June
2008 were investments in structured investment
vehicles (“SIVs") with a fair value of HK$11.4
million which were individually determined to
be impaired as of 31 December 2007 as a result
of difficulties in raising senior funding. Further
impairment losses on these SIVs investments
of HK$78.2 million have been recognised in the
income statement during the six months ended
30 June 2008. In addition, an equity investment
with a fair value of HK$31.2 million as of 30 June
2008 was individually determined to be impaired
and an impairment loss of HK$18.0 million has
been recognised in the income statement during
the reporting period.

INVESTMENTS IN ASSOCIATED COMPANY

Unlisted shares, at cost F ETRG
Advances i

Less: Impairment allowances on & : 3E LM 2

unlisted shares RER
Impairment allowances for A — R A A

advances to an associated ERZRE

company RfE

The Bank owns 40% (2007: 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.
The Group has not equity accounted for the
investments in the associated companies in view of
the immaterial amount involved.

Interim Report 2008 F k&
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20

ARLERS(H)

RZZBEZENFERNA=Z+H8 " 3k
RIEMERES] BEAFES
11,400,000 L Z =B MR ET
A ZKﬁalsi%%%lﬁxﬁiﬂ
HUBESAREMR _TTLF
+=A=+— Eﬂﬁaii&ﬁzif
PETARRFE - BE-_TTN\FX
BZ+HIEZXNER  #SEE
HRETEEERE— P REE
¢a78200000/%7caﬁwﬁz 5K A
TR ° lﬂi'ﬂ\&:xtf—{ TENFNA
=+ B2 F{E A31,200,000 % 7T
ZETRABLCHENET AR

B WEESHRAMARKEERS
#218,000,000 7T 2 R EE1E °
BERARZRE
As at
30 June 31 December
2008 2007
R-BENF RZTZLF
~A=+H +=-A=+—H”H
HK$'000 HK$'000
FTiER FAT
5,761 5,761
9,727 10,590
(5,761) (5,761)
(7,782) (10,590)
1,945 -

RITHAEIERE MK Z IBA
Finance Corporation 40% (==
THF 1 40%) BEITRAR o 32058
BRBIZFEXEBRNIEERBERM
W RIBE RS - BRMREFTILT
EX MASETENEB PR
EEENTEERZEHE AT 2
"E -
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21 FIXED ASSETS 21 EEEE

Furniture,

fixtures and

equipment
Premises B #8 Total
L/ES k#fE Fit ]
HK$'000 HK$'000 HK$'000
THET THET THET

Cost or valuation BAEREE

At 1 January 2008 RZZZ\F—HF—H 1,120,170 539,638 1,659,808
Additions AE - 29,515 29,515
Disposals HE (27,572) (4,689) (32,261)
At 30 June 2008 R-BENEXA=TH 1,092,598 564,464 1,657,062

Accumulated depreciation ZiHTE

At 1 January 2008 RZEZEN\F—A—H 140,103 377,385 517,488
Charge for the period HRTE 6,410 25,528 31,938
Released on disposal HEZER (4,695) (4,609) (9,304)
At 30 June 2008 R-ZZZNFXRA=TH 141,818 398,304 540,122
Net book value BREFE

At 30 June 2008 RZZZN\EXA=TH 950,780 166,160 1,116,940
At 31 December 2007 RZZZ+F+-A=+—H 980,067 162,253 1,142,320
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Deposits and balances from banks $E7T[RI% 2 FA k&%
Deposits and balances with the
Hong Kong Monetary Authority

23 DEPOSITS FROM CUSTOMERS

Demand deposits and
current accounts

Savings deposits

Call deposits

Time deposits

22 DEPOSITS AND BALANCES FROM BANKS

REESRERBZFN

EERERER

BAER
EHER

Interim Report 2008 F k&

22 RITEFEZFRR &

As at
30 June 31 December
2008 2007
R-ZBENE RZZTTLF
~AH=tH +=-—A=+—H
HK$'000 HK$'000
FExT FAT
2,609,493 1,130,598
17,275 327,247
2,626,768 1,457,845

23 BEFEX

As at
30 June 31 December
2008 2007

R-ZBN\F R-FETLF
AA=tH +ZA=+—H

HK$'000 HK$'000
TER TEL
5,745,306 6,438,831
928,446 957,426
2,826,233 2,881,912
32,838,774 31,195,822
42,338,759 41,473,991
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24 TRADING LIABILITIES

Short positions in Exchange
Fund Bills/Notes

NNEESFR BHL

b=y

25 FINANCIAL LIABILITIES DESIGNATED AT FAIR
VALUE THROUGH PROFIT OR LOSS

54

Zero coupon bond

L
Ccl
i
e

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.

24 XBEFETZEE

As at
30 June 31 December
2008 2007
R-ZEENF RZTTLF
A~HA=t+H +=ZRA=+—H
HK$'000 HK$'000
FTER FAT
508,278 11,673

25 EERBBEZURRAFEEZ

SREE
As at

30 June 31 December
2008 2007
R-ZZENF RZTTLF
RA=t+H +=ZA=+—H~
HK$'000 HK$'000
FET FAT
155,152 220,446
TR _EZELFHWA+ZHE

77 Z M| {8 4520,000,0007% 7T 2
ZEBSF FNEAREELZ
48.076615% ° EHFMN T ==
MA+=REH - A REITET
AF - AT —+FWNA+ B
FEE - R - AT A TEESE
Bz FIRE TS FRIZH - IR
P& ER 2 G - AITEFREE
FIEZAFE - WiEE E FI R UER
FLE o
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26 CERTIFICATES OF DEPOSIT ISSUED

3 months or less but not
repayable on demand
1 year or less but over 3 months

—EARATHEHT
&R
—FHUTHE=EA
PAE

A fixed rate certificate of deposit with face
value of HK$300.0 million and carrying amount
of HK$299.3 million was issued by the Bank on
22 February 2008. The carrying amount of the
certificate of deposit includes an adjustment of
HK$0.7 million (2007: HK$ Nil) due to application

of fair value hedge accounting.

All certificates of deposit issued are measured at

amortised cost.

27 DEBT SECURITIES ISSUED

Floating rate notes
Variable coupon rate notes
Zero coupon bond

Fubon Bank & 384817
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26

27

ERITFERE

As at
30 June 31 December
2008 2007
R-ZEENE RZTTLF
~A=+A +=-A=+—H
HK$'000 HK$'000
FTiER FAT
541,450 549,750
795,873 1,611,900
1,337,323 2,161,650

AR —ZEENF-_A-+-B%
1722 {E £ 300,000,000 7 7T 2 &
B 17 BREE 299,300,000
BT GRBZEEECDT AR
HAAFEEYFEFAMIED
700,000 BT 2 AR (ZEZTLF :
L) °

PR AR BT A B
At o

ERITEEES

As at
30 June 31 December
2008 2007
R-ZENF RZTELF
AA=+H +=ZA=+—H
HK$'000 HK$'000
FER FAT
1,169,821 1,169,985
790,819 423,192
193,741 -
2,154,381 1,593,177
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27 DEBT SECURITIES ISSUED (continued)

The floating rate notes and variable coupon rate
notes 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$1,170 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 are denominated in HKD and USD, and
mature at various dates through 2017.

A zero coupon bond with a face value of HK$195
million was issued by the Bank at a price of
99.268837% on 20 June 2008. The bond will
mature on 22 September 2008.

All debt securities issued are measured at
amortised cost.

28 OTHER ACCOUNTS AND LIABILITIES

Other financial liabilities * Hpemak*
Accounts payable and FERNBRIBR M B &

*

56

other liabilities

Other financial liabilities represent funds obtained
from financial institutions in respect of government
bills and notes sold but not yet purchased.

27

28

BRTERES (&)

EBRTIEEBRRZEEXZERE
EATTIRIEE BT R E 8%
TZRE -

TR T NEN AN BEETE
A8 & 8RB € %8 4 150,000,000 3
7t (& 7 1,170,000,0007% 7T ) HY
FEEE  REZRBIFEXRER
FERTTRIZEY = @A XTI EFI R
N0.22% * BEEFNE—K - %%
ERAEIEIRA—TZTAFIUARE ©

RITETLEBRZRE - BT
RETEELEZETRBSA -
FEE—+Fe

TR ZZEZENFAAAZ+HE
77 2 T & £ 195,000,0007% T Z
TEESF FNBEAEEEZ
99.268837% ° BEHFKHEN —_ZTZEN
FAAZF+=BEH -

FrE B BT ESRE S D IR AR

5

HifRA REE
As at
30 June 31 December
2008 2007

R-ZEN\F RZZZLF
RA=ZtH TZA=+—H

HK$°000 HK$'000
Fib T
4,753,690 6,080,278
1,708,662 1,074,873
6,462,352 7,165,161

* B2EREERE 5418 KE
B2 BT R G5 2 BB AT
RFHEE -
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29 INCOME TAX IN THE BALANCE SHEET

Current taxation in the balance sheet represents:

Provision for Hong Kong KRR BEFIEH
Profits Tax for the period B

Provisional Hong Kong ENEHES
Profits Tax paid G

Balance of Hong Kong ERAFEEE
Profits Tax provision FEHEE
relating to prior years #EER

Representing: R&:

Hong Kong Profits Tax ez B
recoverable* BENER

Provision for Hong Kong BEFIEH
Profits Tax* B~

*  The amount of taxation recoverable and payable are
expected to be settled within 1 year and are included
in the “Accrued interest and other accounts” and
“Other accounts and liabilities” respectively.

Fubon Bank E3481T Interim Report 2008 £+ k&

29 BERBERAZMED
FRABERERZAENER

As at

30 June 31 December
2008 2007
RIBBNF RZTTLF

AH=tH +—-—A=+—H~H
HK$'000 HK$'000
TET FAT
27,344 54,486
- (49,901)

27,344 4,585
(6,019) 3,237
21,325 7.822
(6,064) (5,415)
27,389 13,237
21,325 7,822

* AR ES R BRI —F
AVBE - i EHE BFIFIA [JERF
FIEREMAE | R EMERERE
& A -
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30 DEFERRED TAX ASSETS AND LIABILITIES

Net deferred tax assets NrEBEEBERN
recognised on the B2 IRERIE
consolidated balance sheet BEFHE

Net deferred tax liabilities WNrEBEBERA
recognised on the BREERIR
consolidated balance sheet aEFE

30 EEHEBEEERAEE

As at
30 June 31 December
2008 2007
R-ZZBENF RZTZT+F
~A=+H +=-A=+—H~
HK$'000 HK$'000
FTAT FAT
49,276 22,723
(113) (90)
49,163 22,633
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30 DEFERRED TAX ASSETS AND LIABILITIES
(continued)

(a) Recognised

The components of deferred tax assets/
(liabilities) recognised in the consolidated

30 EXEBEEERAE (H)

(a) ERER

REAEERBRRABERZE
EHIEEE(AE) 2 &EK

balance sheet and the movements during the HORFAZEBHIT :
year are as follows:

Depreciation  Defined Revaluation

allowancesin ~ henefit  Collective of available-

excess of related ~ scheme impairment Cashrebate  for-sale
depreciation assets allowances adjustment securities Revaluation

BERBIEY  EEEA
FERHE tHEE
HK$000  HK$'000

B8 BEEE  WHREE of premises Other Total

RERE ZER REE( MRER it 88
HKS000  HKSO000  HK$000  HKSO000  HK$000  HKS000

Tir  TEr  TEr TET  TEr AT TAR TEn
At 1 January 2007 R=F5t5-A-A 6,035) (2.899) 14247 672) (4.336) (6,911) 2M 6,39)
(Charged)creditedto  &AMERZ
consolidated income ~~ (11),/
statement id 4.851) - 126 672 - 121 (118 (4,050)
Credited toreserves — HEEE
[Note 34) (Fizk34) - - - - 33078 - - 308
At31 December 2007 RZTTE
+ZA=1-A (10,886) (2899 14313 - 28742 (6,790) B N6
At 1 January 2008 R=FF\5-A-A (10,886) (2899) 14373 - 28,742 (6,790) 93 2263
(Charged)creditedto  &AMERZ
consolidated income ~~ (11),/
statement (Note 10(a)) B (¥ 10(a) (2,165) 166 (2810) - - 5 1) (4385)
Credited toreserves — HEEE
[Note 34) (Fizk34) - - - - 30915 - - 30915
At30 June 2008 RZFENF/A=1H (13,051) (2733) 11563 - 59,657 (6,345) 72 49163
(b) Unrecognised (b) RFER

The Group has no material unrecognised
deferred tax asset or liability as at 30 June
2008 (2007: HKS$Nil).
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AEER—FENFRA=T
B ARBEARER 2 EIEH
BEAEREBE(ZETLF:
THETL) °
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31

32

33

60

SUBORDINATED NOTES ISSUED

Subordinated notes with face value of USD
200 million (equivalent to HK$1,560 million) and
carrying amount of HK$1,622 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$62.7 million (2007:
HK$62.7 million) due to application of fair value
hedge accounting.

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 SEERA
1,406,592,000
(2007: 1,406,592,000)
ordinary shares of

HK$1 each

BREE1ET
ZEBR
Ordinary shares, issued and

fully paid at 1 January and
at the end of the period

SHARE PREMIUM

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

Fubon Bank & #4817

1,406,592,000 % (=TT 5 :
1,406,592,000 f%)

DRI Z EERA
H—RA—BRRER

ERITRERE

$ﬁ‘ ZTERX

1, 560 000,000 %fc)
1,622,484,000 %ﬁﬁ &

TP TE S
e

—+< Eiﬁﬁfﬁhﬁ % R 6.125%

R BEENE—R
RIEREDIE R - A

EEME—

ZERE

TR _-F——FMA_+XH

1T © f 5% A M [0l

IR ETT

b ZEREZBZFEEH T
——FMNA -+t ABREHKE
AT —"FmOA=-+HIE
EMET AXBEERSF E N

1.93875% °
Ko

WHFHEFFLFRNE—

FAREEEZETMSFCAA
HAERAAFEESPEEME

62,700,000/ 7T (==

TELF:

62,700,000 7T) Z 3 é%é

32 A&

TR AB B KRS &
BRRATZBERAE EERE

—E - TR EEL

i iT 2 FIB A
ETHRSM -

As at
30 June 31 December
2008 2007
R-ZBENE RZTELF
~HA=t+H +=ZA=+—H
HK$'000 HK$'000
FERT FAT
1,406,592 1,406,592
1,172,160 1,172,160

33 REE

B 5 B AR 2 e BB A A&
)55 48B 1KELE
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34 RESERVES 34 #E
Investment
Capital revaluation
redemption ~ Capital Regulatory ~ reserve  Retained
reseve  reserve  reserve RE  eamings Total
EARERE  ERRE  iERE  EGBE  RERH a5
HK$000  HKS000  HKSO00  HKS000  HKS000  HKS000
TEn TR TEn T TR TR
The Group 558
At 1 January 2007 R-E3tE-F-H 372,000 - 1951 52373 1503147 2,057,092
Profit after tax for the year ERREER - - - - 60998 460,998
Realsation of revaluation eSS
surplus of available-orsale EERBER
securities - - - (36,104) - 36,104/
Net change in fair value of THHERSHE
available-for-sale securities LYEERE - - - (206%) - (2089
Revaluation deficittransfer to TR ERARBNERE
income statement on impaiment b e
of available-forsale securities - - - 16243 - 16243
Deferred taxation (Note 30(a)) FERERA (2 306) - - - R0 - B0
Dividend paid i respect of BRAZ L8R
the previous financial year FERE - - - - (140659 (140,659)
Interim dividend paid BRAHERS - - - - (10330 (70330)
Transfer toffrom regulatory reserve BRT/BiThE - - 838k - (8387) -
At 31 December 2007 RZEBET-A=T-A 372,000 - 347 (58912) 1,669,281 219,816
Profit after tax for the period AR - - - - B0B 250359
Realisation of revaluation deficit ARER%,
of avallable-for-sale securities ERFLER
(Note 8| (Hzte) - - - 36,354 - 36,354
Net change in fair value of ARIHER%
avallable-for-sale securities EATEEEY - - - (100564) 1391 (99173)
Revaluation deficit ransfer to ARLERSHRNELEL
income statement on impaiment ERGalER
of available-for-sale securities - - - 3103 - 3103
Deferred taxation (Note 30(a) FEERA (i 306) - - - N9 - 95
Dividend paid in respect of itz L-HH
the previous financial year EERE - - - - (152381)  (152,381)
Equity setfled share-based transaction  WRERERAT %5 - 6,842 - - - 6,842
Transfer toffrom regulatory reserve &z /athk - - (82 - BW -
At 30 June 2008 R-ZENEARZ1A 372,000 6842 175210 (89,104) 1,806,887 2,271,835
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34 RESERVES (continued)

62

(a)

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.

The capital reserve comprises the fair value of
the actual or estimated number of unexercised
share options granted to employees of the Bank
by ultimate holding company recognised.

At the balance sheet date, the terms and
conditions of unexpired and unexercised
share options are as follows:

Date of options granted Exercise price per share
RRERLAH BRITEE

NT$

Ghats)
31 July 2007 30.50
ZTTEFLA=1T—H
7 December 2007 28.20

“ETEFET AR

The options granted under the Share Option
Scheme will be exercisable between the
second and the fifth anniversaries of the
date grant, and settled by physical delivery of
shares of ultimate holding company.

The options outstanding at 30 June 2008 have
a weighted average remaining contractual life
of 4.29 years (2007: 4.79 years).

Fubon Bank & #4817

34 f#E(E)

(a)

BEABERFERE—AA—F
R—hNZFBATZRE R
FlEFEBETA] X IB] 48
BEBMESL - BREEE(A
RHEBINE 79C(2) 1k - BAE
ElE#E TR 2R - BRI B A
THASMBERETERE
REITIRGD 2 RFAE AHUR AL

B o

ARFERBCERZRRE
BARETATTRE Z BB
Et RETTEREEZ A FE
Ao

WEEER - KRB SR ETTE
RRHE Z IR BRI

As at
30 June 31 December
2008 2007
RZEENE RZZELF
AH=tH +=—A=+—H~
HK$'000 HK$'000
FTET FAT
Number Number
of options of options
AREHE RIRES A
6,570,000 6,570,000
9,552,000 9,552,000
16,122,000 16,122,000

R R ET BIR 2 R E
ARETANE _BFEED
BEREITE - WIAZKIER
REMBIETEDRY -

RZZZN\FXNA=THKT
i 2 SRBRIEHE 5 InAE T Fgh
AHFEHL29F (Z BT LF ¢
479%F) °
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34 RESERVES (continued)

(c) Subsequent to the balance sheet date, the
Directors have proposed an interim dividend
of 6 Hong Kong cents per share (2007: 6
Hong Kong cents per share) amounting to
HK$70,329,600 (2007: HK$70,329,600). This
dividend has not been recognised as a liability

at the balance sheet date.

(d) Regulatory reserve

At 1 January
Transfer (to) / from
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

34 #E(E)

15 Fp HA B B

70,329,600 BIT) °

) REERAK ES0ERR
FREENL - A
70,329,000 (= T &
t&: R 6 B A H

El

ﬁt# 5

WARGEE AERAEAE
(d) JEERE
As at

30 June 31 December

2008 2007

R-BENE RZTELF

AA=tH +=-—A=+—H”

HK$'000 HK$'000

FHET FAT

w—A—H 213,447 129,572
#gEE/(2)REEF

(38,237) 83,875

175,210 213,447

FEL -

Hong Kong Monetary Authority.

Fubon Bank & 384817
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35 ANALYSIS OF ASSETS AND LIABILITIES BY 35 REBHRINMZEERAE
REMAINING MATURITY
The following maturity profile is based on the THHRARNDEREEREESL
remaining period at the balance sheet date to the FTRARIERA 2 FIERHARR -

contractual maturity date:

As at 30 June 2008
H-BENERA=TA
Over!  Over3  Over?
month  months year
Repayable but within - but within - but within
on 3months  1year  5years Over
demand  Within1 ~ -@F =R -E  Byears
Total A month L MER LR B Indefinite
&g Bx  -BAM ZEAR -FR EFR DY i
HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000
T Tir TER TEn TEr  TER  TEn  TEn

ASSETS -]
Cash and short-term funds RehaHES 7832290 705614 7,126,676 - - - - -
Trading securities 552,044 - 03040 349547 103980 5374 - 103
Financial assets designated at

fairvalue through profitorloss~~ AFEEZEBEE 114075 - - - 199010 438707 76358 -
Derivative financial instruments L 1,353,250 - - - - - - 1353250
Advances to customers less 1

impaiment allowances fie 33741507 1099908 5169193 3502248 4061762 10467468 9375479 65449
Available-for-sale securities AREESS 15,423,091 - - 712263 4979786 7835993 1317602 577,447
Other assets AfpEE 651,024 - 45132 8769 80798 62325 - -
Undated assets BeHEE 2,388,834 - - - - - - 238883

62,656,115 1805522 12814041 4,646,827 9,425,336 18,809,867 10769439 4,385,083

LIABILITIES &f
Deposits and balances frombanks ~ F{TAEE SR 2626768 68,998 1136040 822200 599,440 - - -
Deposits from customers RERR 42338759 9,499,985 20583479 9.489,098 2310139 120787 335271 -
Trading liabilties RHEE AR 508,278 - 49987 304462 149215 4,614 - -
Financialliabities designated at ~ EEABERRNRY
farvalue through profitorloss ~ AFEEZSBAE 195182 - - - - - 155152 -
Certficates of deposit issued RELHEE 1,337,323 - - 541450 795873 - - -
Debt securities issued BEAERES 2,154,381 - - 04584 148812 420743 40242 -
Derivative financial instruments ~~ $7£4BI4 1,253,326 - - - - - - 1253326
Subordinated notes issued BEAkESE 1,622,484 - - - - - 1622484 -
QOther liabilities ApgE 5,225,585 - 3234551 1229820 93073 668,141 - -
Undated liabilities f 1,236,880 - - - - - - 1,236,880
58458936 9,568,983 25,004,057 12,631,704 5396552 1,214,285 2,153,149 2,490,206
Net liquidity gap REEEROTE 7,763,461 12,190,016 7,984,877 (4,028,784) (17,595,582) (8,616,290)
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REMAINING MATURITY (continued)

ASSETS

Cash and short-term funds

Placements with banks maturing
between one and twelve months

Trading securities

Financial assets designated at
fair value through profit or loss

Derivative financial instruments

Advances to customers less
impairment allowances

Available-for-sale securities

Other assets

Undated assets

LIABILITIES

Deposits and balances from banks

Deposits from customers

Trading iabilties

Financial liabilties designated at
fair value through profit or loss

Certificates of deposit issued

Debt securties issued

Derivative financial instruments

Subordinated notes issued

Otheriabilties

Undated ligbilties

Net liquidity gap

&
RekEdae
~ETZ@REEL
STRENA
BERARELER
HEABERDIRR
ATEEZEREE
fEEHIA
EFETAAE
BR
AfHESS
RbEE
ErfEE

L
SREERES
EPEH
RoREL AR
HERBERDIRR
ATEEZERAR
BEARE
Rk
fEEHTA
BEKESE
ApERE

BEHRE

RBEERAEE

35 ANALYSIS OF ASSETS AND LIABILITIES BY

35 BFBBRINTZEEREE (&)

As at 31 December 2007
HRERLETZA=1-A
Over 1 Over3  Over!
month  months year
Repayable butwithin -~ butwithin- but within
on 3months Tyear  byears Over
demand  Wiin1  —@F  =EA & Byears
Total M8 month  MEE MR BEE BE Indefinite
a8 & -BEAR  ZERM  -EA BER Wb EEH
HKS000  HKS000  HKS000  HK$000  HKS000  HKS000  HKS000  HKS000
TR Thr TR TR TR TRt TR TEx
7024601 646920 6,377,681 - - - - -
740,990 - - B9 15599 - - -
32544 - UM 156 8,975 3813 4210 349
878,955 - - - - 564610 31434 -
905,904 - - - - - - 995904
31478804 1101486 4845212 2660556 4610404 9749840 8479364 31942
17230441 - 2097 265233 7115365 5614917 3611927 402032
649,647 - 4913 6079 6108 278 - -
1630993 - - - - - - 1630993
60622879 1748406 11,967,978 3561666 1197800 15,995,963 12409846 3021220
1457845 380113 1077732 - - - - -
41473991 10278169 25008409 4033857 1280682 510012 162862 -
1673 - - - 7,03 103 3605 -
20,446 - - - - - 20446 -
2,161,650 - 306450 243300 1,611,900 - - -
1593177 - - - 900 14880 62087 -
804,740 - - - - - - 804740
1622652 - - - - - 162265 -
6,718,976 - 5331512 86882 518637 - - -
436,265 - - - - - - 4326
56501415 10658282 31924103 5145984 3510454 1949935 2071652 1241006
8909876 19956125 1584318  (8447,346) (14,006,028) (10,338,194)
65
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36 MATERIAL RELATED PARTY TRANSACTIONS

66

During the period, the Group entered into a
number of transactions with its ultimate holding
company and related parties, including Taipei
Fubon Commercial Bank. 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 AR ]
Interest expense F B
Fellow subsidiaries RIZAE 2 A]
Interest income FEHA
Interest expense FEZH

36 EXBERARS

AEAR - AEE D B HE R

NAKREES S - REaILERE
HIRITETR S - ZFRHTIEAR
FEZRITER (KR REEE -

BERMRITRAEGFH  2HEEE
FREBBIOIRIRINERS) 2
—RIBFHETT - BEANIREER
SERZAAMRER B - Wik
BAREEERZERE PRI 28
EUEFRIME]L - EERE + ZER
TR — MR ERRUETT

BRHANBES IR GFEEZW
X RREERRARERGTEZER
AT

(a) WMARZH

For the six months ended
30 June 2008 30 June 2007
BE-ZT/\E HE-TTLF
~A=tH ~A=+H
Z~fEA 2~ EA
HK$'000 HK$'000
FTET FAT
58 105
819 3,269
544 2,397

Fubon Bank E#4£f7 Interim Report 2008 £#H k&



Notes to the Unaudited Interim SR AS B A% P HA B AR 3R 5 B R
Financial Report

36 MATERIAL RELATED PARTY TRANSACTIONS 36 EABESHIRE (&)
(continued)
(b) Commission and services charges (b) AERBHEE

For the six months ended
30 June 2008 30 June 2007
BE-ZZN\E HE_TZTtH

~A=1H ~NAZ1H
Z~EA 2N EA
HK$'000 HK$'000
FTER FAT
Fellow subsidiaries* EEANENGM 6,647 11,974
(c) Placement of deposits (e) HFK
As at
30 June 31 December
2008 2007

R-ZEZNF R-BTLF
AA=tH +tZA=t—H

HK$'000 HK$'000
FET FAT

Fellow subsidiaries GES o

At 1 January w—A—H - -

Placements during the period /year 51,/ RGK 6,435,187 8,127,039

Repayments during the period / year £/ FR(EE (6,435,187) (8,127,039)

Fellow subsidiaries eS|

Accrued interest and other accounts  FE&TFI8 R AR E - -

There was no impairment allowance made ZEFIAN EAE R E R

against these amounts.

*  The amount represents aggregate customer * B E ERIEREAR
referral and support service fees paid to Taipei BR-FENF=H=+HF
Fubon Commercial Bank, Fubon Securities Co., UZKIBETRBE ElR#
Ltd. and Fubon Life Assurance Co., Ltd. by the [AIB L EHEERT B
Group’s entities during the period pursuant to BRSO ERN AR EHA
the amended business co-operation agreements BRERGBERR A]Z (128
dated 20 March 2006. These transactions NEFPRIRHEFAREE - %
constitute continuing connected transactions EIEHZETBR EmHEAIE
of the Group under Rule 14A.14 of the Listing 14A 14 1R AT HE R 2 15 48 B
Rules. EXLH o
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36 MATERIAL RELATED PARTY TRANSACTIONS

(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

Fellow subsidiary
Exchange rate contracts
(notional principal)

68

RIPERAA]

®—A—R

1,/ E R
0/ FNEE

ES0) NG|
»—H—H

8 F N
8 FNEE

REER A
BifRE RAE

=N
EXAH
(BEAEH)

Fubon Bank & #4817

36 EABEZLIXRS (&)

(d) EAERK

As at
30 June 31 December
2008 2007
R-EENE RZZTZTLF
~A=+H +=-A=+—H~
HK$'000 HK$'000
FET FAT
4,137 3919
488,900 966,435
(488,834) (966,217)
4,203 4,137
- 324,000
3,595,237 8,300,195
(3,204,857) (8,624,195)
390,380 -
80,212 81,782
(e) €WMITE
As at
30 June 31 December
2008 2007
R-ZZENF RZTTLF
~HA=tH +=ZA=+—H
HK$’'000 HK$'000
FTER FAT
4,120,100 3,695,427
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37 CONTINGENT LIABILITIES AND 37 RAEBEBERAE
COMMITMENTS
(a) Credit related commitments and (a) REEERZEAERIRIER
contingencies
Credit related commitments and contingencies BEEAE 2 AERKAER
include forward forward deposit placed, BEANRHEE ZRHAELY
acceptances, letters of credit, guarantees and B REEE - ERE B
commitments to extend credit. The risk involved REMENFIE - TSR 2ZE
is essentially the same as the credit risk involved fREAR FEmEFREERZ
in extending loan facilities to customers. The EERERER - AOBRERE
contractual amounts represent the amounts EAHNBETERIAEFEN
at risk should the contract be fully drawn upon RFETEERBS 2 858 - AR
and the credit default. As the facilities may SHEAE R L TE AR R AT
expire without being drawn upon, the contract EEE - A NBBELTRE
amounts do not represent expected future cash TEEIRRIREITE ©
flows.
Asat
30 June 2008 31 December 2007
RZBBNERAZTA RZZEHE+ZA=1-A
Credit risk- Credit risk-
weighted weighted
Contractual amounts  Contractual amounts

amounts EEER amounts FEER
AHLE S AeE niges
HK$'000 HK$'000 HK$'000 HK$'000

Tan T Fax Tix

Direct credit substitutes EREEERER 528,217 418217 h14,567 514,567
Transaction-related contingencies #RHEEANEE 121413 60,707 12149 60,746
Trade-related contingencies HEHEE ANEE 790,791 158,158 928,081 185,616
Undrawn loan facilties ARBZERER
—~which are unconditionally cancellable ~ — & HBENE 12,033,356 - 10900414 -
~with an original maturity - REEIEER A S b
of 1 year or over 1,042,730 521,365 377481 188,741
Forward forward deposits placed BB 1,719,907 343,981 309,549 61910

16,236,414 1502428 13151584 1011580
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37 CONTINGENT LIABILITIES AND
COMMITMENTS (continued)

70

(b) Lease commitments

(c)

The total future minimum lease payments
under non-cancellable operating leases are

payable as follows:

Properties:
— Within one year

- Between one and five years

Capital commitments

EE
——h

Capital commitments for the participation in
investment funds and purchase of equipment
outstanding at 30 June 2008 not provided for
in the unaudited interim financial report were

as follows:

Contracted for

EEEYS

37 FARBERARE (F)

(b) EEEIE

RAIBUHZERE T2 KRR &
EREMNESAFENT

As at
30 June 31 December
2008 2007
R-ZZBENF RZTTLF
RA=t+H +=ZRA=+—H~
HK$'000 HK$'000
FET FAT
37,825 40,672
13,731 30,324
51,556 70,996

(c) BEARFIE

RZFBNFRAZTBERR
RIEEZT B IRE N
ZEAZEREESREER

B2 RABERAFENAT -
As at

30 June 31 December
2008 2007
R-ZBENEF RZTZTLF
~A=+H +=-A=+—H~
HK$'000 HK$'000
FER FAT
174,711 166,780
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37 CONTINGENT LIABILITIES AND
COMMITMENTS (continued)

37 IREBERARE (F)

(d) Contingent liabilities (d) SHARMR

On 10 June 2008, the Bank and Xiamen City
Commercial Bank (“XCCB”") entered into a
share subscription agreement, pursuant to
which XCCB conditionally agreed to issue and
the Bank conditionally agreed to subscribe to
the shares of XCCB, which represent 19.99%
of the enlarged issued share capital of XCCB,
for a consideration of approximately RMB
230 million. In addition, the Bank has further
agreed to give its share of future dividends
from XCCB to the existing shareholders
of XCCB up to RMB 20 million as deferred
payment of part of the consideration.

The above subscription will be completed
upon fulfilment of the conditions of the
share subscription agreement, which include
all necessary corporate authorisations
and approvals from relevant government
authorities.

Fubon Bank E3481T Interim Report 2008 £+ k&

RZZEZENFEASA+TH K
TREMAMEERT(ER
T BT RN ARE W -
Bt ERTBRGETRER
IRATERGETRERBE
AITHRG - ZERMBER
ERTEEREBITRAZ
19.99% * REHARK2.3E
TC o AN AITEE—FRE
LTERTRBRRETEBAA
R#2,0008 TEFERITH
WERARRRE - ERHAR
BERIEERK -

LRI EHER B R
EHRIFRTER - R eRk
SHRABA PN L ED
RN -
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(A) Capital adequacy ratio

72

Capital adequacy ratio BARRLE

B BRI E

Core capital ratio

The capital adequacy ratio and core capital ratio
at 30 June 2008 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, Fubon
Hong Kong (Taiwan) Co., Ltd and =B E (FEH)
BBRZAF] (“Fubon Leasing (China) Co., Ltd") as
required by the Hong Kong Monetary Authority
("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 Banking (Capital) Rules, the
Group has adopted the “standardised approach” for
the risk-weighted assets for credit risk and market
risk and the “basic indicator approach” for the
calculation of operational risk.

(A) EFXF 2R

As at
30 June 2008 31 December 2007
R-BENF RZZZLF
~A=TH +=-A=1+-H
% %
BA% ANE
13.45 14.42
9.36 9.77

RZZZN\FRNA=ZFTHZELRTR
B EREODERLERRZBRIBGRE
BEXHE  ZEEQSHEASRE
BR((£ER])) AEEEEMNMA
ZEBRT(BB)BRAR B
s (FE)BR AT - = AL
B (FH) AR AA - Fubon Bank
Vanuatu Limited * &&= RIHD
BRATRESHE(FR)ERA
BZAR - URIRBEE R AT
[EERIE AW IMBE(EBER
TTEEHINE 98A 53 Z(8RTT
E(BAR)HRBDTHE -

IRIRITE (B RA - AEED
RAMRE DR EEERR R
M5 R 2 B IR E B IA N R
[BERERIDE| FHEZ2ERR -
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(B) Capital base

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

Core Capital BOER
Paid up ordinary share capital BRI LRRARA
Reserves (including retained eamings) &/ (BHERZRF)
Share premium R EE
Profit and loss account R R B R
Total deduction from core capital BROERRAE
Core capital after deduction MREROELER
Eligible supplementary capital RERKTIMER
Reserves on revaluation of land Tkt iERER
and interest in land EfhfEE
Reserves on revaluation of holdings PEHEERSFEE
of available-for-sale securities EfhHE
Collective impairment allowances RARERE
Regulatory reserve SEIEHE
Term subordinated notes BERESE
Total deduction from eligible BA BRI MERITR,
supplementary capital ok

Supplementary capital after deduction — FIg& MK B AR
Total capital base after deductions  HIF&NERERALE

Total deductions from the core capital B#&UEARRKHNER
and supplementary capital Bt

All of the Bank’'s investments in subsidiaries
except for Fubon Credit (Hong Kong) Limited,
Fubon Factors (Hong Kong) Limited, Fubon Bank
Vanuatu Limited, Fubon Hong Kong (Taiwan) Co.,
Ltd. and E#HBFHE (P E) B2 (“Fubon Leasing
(China) Co., Ltd") are deducted from the core
capital and supplementary capital.

Fubon Bank E3481T Interim Report 2008 £+ k&

(B) BEAEM

RARFAE LR ERTREXRRE
[EAFREERHR]I(MA(BS)I)
5511 B0 BR ¥R A S AN AL AR R H
IR AR ER D DTN -

30 June 2008 31 December 2007

R-ZENF RZTELF
AA=TAH +-A=1+—H
HK$'000 HK$'000
TR FHEL
1,172,160 1,172,160
1,812,216 1,533,639
749,778 749,778
92,877 229,145
(94,771) (116,355)
3,732,260 3,568,367
23,701 23,701
(148,761) (87,656)
70,071 82,126
175,210 213,447
1,559,760 1,559,980
(45,496) (93,633)
1,634,485 1,697,965
5,366,745 5,266,332
(140,267) (209,988}

BRERVHE(EE)GRAA B
FELIR(BHE)BMRAF -~ Fubon
Bank Vanuatu Limited ~ &/& &R
BOBRAREEAHE(FRH)E
RATSN » NITREBRIBE AT 2
FrEIREERZOEARRMINE AR
PR o
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(C) Liquidity ratio

74

Average liquidity ratio TR EREE

The average liquidity ratio for the period is computed
as the arithmetic mean of each calendar month's
average ratio, as reported in Part | (2) of the “Return
of Liquidity Position of an Authorised Institution”
(MA(BS)1E) calculated in accordance with the 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, Fubon Bank Vanuatu Limited and &
FHE (FFE)ARAA] ("Fubon Leasing (China)
Co., Ltd") as required by the HKMA for its regulatory
purposes.

(C) RBEEL=R

For the six months ended

30 June 2008 30 June 2007
BE-TT\E BE_TTLH
RA=tH SNA=1H

% %

BOE ERES

40.41 4553

AT REBDES L ERIZTEE
REH ROEMFYE8ETE -
BAE B TR TR BCE SR
TEAGBIM R U R E ST B
[RAKBRBESRRARE]
(MA(BS)1E) % 1 (2) P+ EBRERAIEL
FAER °

A2 FHAREE 2 LR DIRERE
EEGE  ZEEBESERAE
EEHNRTEZ2ERRIT(BESE) B
RAF - BHHBE(EB)BRR
A] » Fubon Bank Vanuatu Limited
REBBEE(PR) BRABZAM
e
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(D) Overdue and rescheduled advances to
customers

(i) Overdue advances to customers

Gross advances to customers RPEfAST
which have been overdue with flsEas
respect to either principal or DAV -
interest for periods of:
~6months or less but R LETAY

over 3 months E=@ANE
~1year orless but over =T

6 months HEAREARE
—Over 1 year -BA-F

Current market value of SREBERRER
collateral held against the HEERIS
covered portion of overdue FivARIERR
loans and advances R E

- Covered portion of overdue ~BHERRER

loans and advances fEERTD

- Uncovered portion of overdue -BEERRER

loans and advances HEERSS

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

Individually assessed impaiment  SiAHEE=ERZ

allowances in respect of St )
advances overdue for more ERERE

than three months

Fubon Bank E3481T Interim Report 2008 £+ k&

(D) BHREEBRMETFEN

(i) BEFEFEMN

Asat
30 June 2008 31 December 2007
R=ZENERA=TH RZEStE+ZA=1-A

% of total % of total

advances advances

HKS'000 {EEF@EY HKS000  fREFMEL

T B THET BAL

59,266 017 32948 0.10

42,669 013 32926 0.10

61,269 018 47,703 0.15

163,204 048 113577 0.36
78328 31319
75,087 50,859
88,117 62,718
163,204 113577
2476 16,432
75,936 58,642
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(D) Overdue and rescheduled advances to

76

customers (continued)

(D) BHREEBRAEFER(H)

(i) Overdue advances to customers (continued) (i) FRHEFE (&)

Collateral held with respect to overdue
loans and advances are mainly residential
properties, cash deposits with the Group, and
equipments against hire purchase and leasing
loans.

Overdue assets of the Group comprise
advances to customers only as at 30 June
2008 and 31 December 2007.

REHEERERMEE 2
HREEREETWE - TR
AEEZRSFRERBERK
HEEFRMER ZRME -

HE-TEN\FSA=TAER
“ETLE+-A=+—H
AEE AMEEROEEP

(i) Rescheduled advances to customers (i) BEEEAHCELEHN

Rescheduled loans and advances to
customers are stated net of any loans and
advances that have subsequently become
overdue for over 3 months and can be
analysed as follows:

BTSRRI EE R AR
OB R IRIA = A A 2 {F
IS REHFIE - AT
-

As at
30 June 2008 31 December 2007
R-ZBENFXA=1+H RZEZ+F+-A=+—H

% of total % of total

advances advances

HK$'000 HERBEZ HK$'000 WEHMBEL

FER =l FAT ANt

Rescheduled EEERH 2

advances ZEER

to customers 16,698 0.05 42,779 0.14

Fubon Bank & #4817
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(D) Overdue and rescheduled advances to (D) B RECERYMEFENR (&)

customers (continued)

(i) Geographical analysis of overdue loans and (iii) FZHEEE W) BB AIE SR &

advances to customers FE
As at 30 June 2008
R-BENFAA=TA

Overdue Impaired  Individually

Gross loans loans assessed

loans and and (individually  impairment

advances advances determined) allowances

HER [=Y L HEER B RIRHE

BRAE BERER (fERIEE) AERE

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

FHET FET T T

Hong Kong BB 29,619,036 152,543 188,286 88,163

Other Hibim 4,284,106 10,661 13,552 3,401

33,903,142 163,204 201,838 91,564

As at 31 December 2007
RZZZ+F+-A=1+—H

Overdue Impaired Individually
Gross loans loans assessed
loans and and (individually impairment
advances advances determined)  allowances
BER [mek:i HEER TEIRIT
JE et BERER (ERIEE) HERE
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET T
Hong Kong BH 26,852,308 112,295 171121 71,160
Other H i@ 4,780,704 1,282 1,282 922
31,633,012 113,677 172,403 72,082
The above geographical analysis is classified PA_EHb[E D ATIRIE SRERTEHD » 485
by the location of the borrowers after taking REREREMNEE - —KmNE -
into account the transfer of risk. In general, risk B ERAER AR R R B2 5 %
transfer applies when a loan is guaranteed by FHAE - ARBEBEERAD
a party situated in an area different from the FRAEMDIE ©
counterparty.
No collective impairment allowance is allocated REER @ BESRSRERERA
to any geographical segment as at balance sheet b [E 5 5P
dates.
The Group revised its geographical analysis of R EIREBR R E ) EETE AR
gross loans and advances as at 31 December T ETZA=T—BZER
2007 in accordance with an update of place of REFRBBEIWESINHETTIE
ultimate risk. HIK
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(E) Non-bank Mainland exposures

78

The analysis of non-bank Mainland exposures
includes the exposure of the Bank and certain
of its subsidiaries on the basis agreed with the

HKMA.
Type of counterparties B HEwL 4l
Mainland entities sbiE

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

Total 4%

Type of counterparties RHEFIEY
Mainland entities i

Companies and individuals Rz EERRA,

outside the Mainland where the RAAIMATIREA
credit is granted for use in Mainland

Total 4%

(E) mibIERITHRZ AR

WISEIRTTEZ BRILEE R i
BEATREETHEARRRT

DT
As at 30 June 2008
RZBENFRA=1A
Individually
On-balance Off-balance assessed
sheet sheet impairment
exposure exposure allowances
BERERN  HEEERN Total IR
2Bk ZAk L AERE
HK$'000 HK$'000 HK$'000 HK$'000
Thn TER TER TER
522,097 432,452 954,549 2,091
6,534,367 3,465,114 9,999,481 66,013
7,056,464 3,897,566 10,954,030 68,104
As at 31 December 2007
RZEStETZA=T-H
Individually
On-balance Off-balance assessed
sheet sheet impairment
exposure exposure allowances
BERERN  AEEER) Total BRI
Bk BB &5 ERE
HK$000 HK$000 HK$'000 HK$ 000
TEn TEn TR TEn
85,19 24,751 109,947 448
6,342,272 2197299 8,539,571 42 855
6,427,468 2,222,050 8,649,518 43303

Note: The balances of exposures reported above
include gross advances and other claims on the

customers.

Fubon Bank & #4817

Hr RE2FIZEBAEHREEERA

BEREMER 2 A -

Interim Report 2008 F# &



Supplementary Financial Information BB ER

(F) Currency concentration (F) INERR
The Group's net positions or net structural positions REEEBIINER FFF AR FE4
in foreign currencies are disclosed as follows when BIER BB EINE F AR AR
each currency constitutes 10% or more of the SAEE MR ATER10% A L -
respective total net position or total net structural BRI T 55

position in all foreign currencies:

As at 30 June 2008
RZBZNERA=TH

Other Total

Chinese Pound  Australian foreign foreign

Equivalent in USdollars ~ Renminbi Sterling dollars  currencies  currencies
HKS Million BE#RER Eo ARH R A Efone R
Spot assets REEE 18,397 332 317 1,664 3922 24,632
Spot liabilities RERE (17,533) (303) (373) (2,027) (4,708) (24,944)

Forward purchase EHEN 23507 2414 739 986 10,901 38,547
Forward sales EHER (24,657) (2412) (657) (602) (10,115) (38,443)
Net option position HEaTE (1) - - - ! -
Netlong / (short) position §/(8)85%8 (287) 3 2 2 1 (208)

Net structural position GREleETE 31 - - - - 3

As at 31 December 2007
HZZTHETZR=T-H

QOther Total

Chinese Pound  Australian foreign foreign

Equivalentin USdollars  Renminbi Sterling dollars  currencies  currencies
HKS Million BERTSE *n AR &% i Efsie SR
Spot assets REEE 20267 143 3 916 2442 24,089
Spot liabilties REBE (17.461) (146) (270) (1,656 [3,945) (23.478)
Forward purchase EHEA 36,956 1566 3,951 1274 7428 51,175
Forward sales EHEH (40372) (1,350) (3990) (515) (5943 (52,170)
Net option position i - - - - - -
Netlong / short) position &/(R) 858 (610) 13 12 19 (18) (384)

Net structural position GREtAETE 3 - - - - 3
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(F) Currency concentration (continued)

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

(G) Cross-border claims

80

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.

(F) SMEREE ()

MR 8RR IR IBATA JNE Bk
BRI SRENERE] AEE
FHE - BBIEFARBIIS RINE
AT BN B A R EILE A
o

(G) B5fERE

BREESEERBR EEERR
SHF Lt EERERET
BIEMRAR - ERXSGHFZAE
BEREERERFZAERR - &
EEREEEEERAFNBEREE
e RITREMBESREESTTH
ERERARAISEEZHABERE
EAF - BB EREEAEIRERE
10% skUA_ Bz bl A 2 EH KR -

As at 30 June 2008
RZZZENFRA=TH
Other Public
financial sector
Figures in Banks institutions entities Others Total
HK$ Million BEAR 17 HftSRHE DEWE Hit @t
Asia Pacific excluding AR
Hong Kong (TREEE) 6,594 74 9 4,540 11,217
— Of which South —Eh@E
Korea 2,179 74 - 256 2,509
— Of which Taiwan —HhiE 1,316 - - 1,598 2914
North America =M 819 740 858 393 2,810
- Of which USA —EhxE 680 740 858 364 2,642
Western Europe PR 5,868 - - 184 6,052

Fubon Bank & #4817
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(G) Cross-border claims (continued)

Figures in
HK$ Million

BERT

Asia Pacific excluding ~ TEAME

Hong Kong
- Of which Taiwan

North America

Western Europe

(TBEEE)

HRAR
s

[

- Of which Germany - HF72E

(G) BRERE (&)

As at 31 December 2007
RZEZ+F+-A=1+—A

Other Public

financial sector
Banks institutions entities Others Total
®1T HtemgE NEllE Eot #at
4,078 78 7 4,700 8,863
628 - - 1,833 2,461
1,137 898 161 251 2,447
9,454 80 - 134 9,668
2411 - - - 2411

(H) Repossessed assets and assets acquired under
lending agreements

The total repossessed assets and assets acquired
under lending agreements of the Group as at
30 June 2008 amounted to HK$33,270,000 (31

December 2007: HK$34,002,000).

Fubon Bank & 384817

Interim Report 2008 F k&

(H) BRI EERBEERIGEREEE

RZZEZENFARAA=TAH £&E
Z W EIE E RREE R ETE A
E#%E 533,270,000 L (—EE
£4F 1 34,002,000 7T) °
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(I) Additional disclosures on structured

investments

Given the significance of the impact of structured
investments to the Bank’s financial results, the
Bank has set out below additional information
regarding its SIV and CDO portfolios.

Structured Investment Vehicles

The Bank has investment in SIVs of a nominal
value of HK$273.0 million and a written down
value of HK$34.1 million as at 30 June 2008. All
of the Bank’'s SIV investments are sponsored by
banks. The Bank has not made any additional
investments in SIVs since 1st Quarter 2007. One
of the bank-sponsored SIVs was restructured into
2 separate entities in February 2008 and the Bank
exchanged the income note of the original vehicle
into the restructured vehicles at 19.9%. The net
asset value of these notes as at 30 June 2008 has
remained at similar level to the exchange price.
Since there is no restructuring in the other SIV
investment, the Bank has been conservative in
recognizing impairment loss amidst deteriorating
market conditions from 4th quarter 2007 to 1st
quarter 2008. During the financial year ended 31
December 2007, the Bank took impairment losses
of HK$162.4 million against its SIV investments
and has taken an additional HK $78.2 million of
impairment losses in the six months ended 30
June 2008. At 30 June 2008, the total cumulative
impairment loss recognized amounted to 88.1%
of the Bank's gross SIV investments exposure,
and the resulting net exposure is HK$34.1 million,
representing approximately 0.05% of the Bank's
consolidated total assets.

Collateralised Debt Obligations

The nominal value of the Bank's CDO portfolio
was HK$234.0 million as at 30 June 2008.

Fubon Bank & #4817

U}

ERERECEIMNE

ERBBERBEHARITZMEEEA
FE  ATORTXRINIGIER
HiSmMRATARBEBRMES
HEZEF -

EFUERET A

RZZEZENFRNA=Z+TH " K17
BEZEBUERETREEAEGZA
{8 /5273,000,00078 7 » BEHEIE
£34,100,000/% 7T ° & #p19 H iR
TRERA - ATE_ZTTLFH
— S ESEBIERE TAEEN
EHEE - AT HR—TEAE T
BRETAR-_ZZTN\F_A5HA
WIEBY &BMERETAR K17
LA19.9% AR MERRR Z A
ZERMABEMABZIMAZEE - %
ZEWAZBR_TETNEASAZT
A2 FEEABENBEREZ
K- a2 ABIERETA
WHEEBELZH  RERMBER_-Z
SHEFNEFE_TT\FE—F
FEEIE - AITRERRERBES
EH—EFEEAE  REHE-TT
+tF+-A=+—HULBMRFE
RITHELEBEUHRETAZERE
EEF A ZREHREE5 18 162,400,000
BT HEZZETENFARA=T
AlEANEAAECEBINT ARER
878,200,000 T HE_-_ZTZ
NERA=1HH DHRZ25H8E
EEBEEEATABERETA
B85 288.1%  MATTHHA
CRBUEREIAZAREES
34,100,00087C + HHE R AEELR
AEBEREL0.05% °

(BTSSR
AR ZZFZNFRA=+TRHZ

BRHEERBTLSECZBEER
234,000,000 87T °
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Fubon Bank & 384817

(1) Additional disclosures on structured HEBMREZEIMIE (F)
investments (continued)
Portfolio summary
HEME
Accumulated
Mark-to-market ~ MTM losses up Carrying
losses during t0 30/6/2008 value as at
Current Number of Nominal 1H2008  EHE-BENF 30/6/2008
Maturity rating securities amount ZEFNEL¥E  AAZTALEH R-FENERA
HHR BT it 2548 TEERER nEEEEE  =tEZEEE
(HKSm) (HKSm) (HKSm) (HKSm)
(BE#T) (BE#T) (BE#T) (B&kT)
32017 A2 1 780 216 60.0 180
122013 A 1 780 242 55.3 21
12/2013 A 1 780 263 532 248
Total g 3 2340 78.1 168.5 65.5

None of the Bank's CDO investments have
underlying assets that include mortgage-backed
securities or asset-backed securities. As of 30
June 2008, there were no defaults witnessed in
any of the underlying reference entities of the
Bank's CDO investments and there has been no
downgrade on the Bank’s CDO tranches.

The Bank continues to adopt a conservative
approach towards valuing its CDO investments
that takes into account a range of factors
affecting valuation including current market
conditions, liquidity, credit quality, maturity and
other information. As a result, the Bank took a
HK $90.4 million mark-to-market loss against
its CDO portfolio for the financial year ended
31 December 2007 and has followed this with
an additional HK $78.1 million loss recognized
during the six months ended 30 June 2008 when
the credit market further deteriorated. The net
exposure of its CDO portfolio stood at HK $65.5
million, representing 28% of the nominal value.
As at 30 June 2008, the net exposure of the
Bank’'s CDO portfolio is not considered to be
significant, representing approximately 0.1% of
the Bank's consolidated total assets.

Interim Report 2008 F k&

AT EHERBEFREMERS
BBRRESREEERESRZH
BEE - HZE_TTN\FRA=T
B - ATHE 2 ABERESRE
ZHEBE2EERMERLEOE
o TERF AR T 2B

TR EEBIEREFEE ZGE
TR EREURST 2 5K » %70k
AR EEEZ—RIAER - BIE
WATR - mEH - EEEX - 5
HREMERE o Bt - ANTTRE
BT LHF+_A=+—HLY
BFEEREEHIEAEFFEEFTA
90,400,000 B2 EffE1E -
HEREB2—_2T \FA=1H
1E7NE A REESNER T EHE SIS
78,100,000 87T ° ATTESHEIFE
FH184E 2 Bk F 58 465,500,000%
TC IHERBESTEZ28% - N
TENENA=ZTH  ATEEZ
BRI EHFEA RRFEEL T
WAEKX  HERATTHREEER
E490.1% °
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(J) Investments in subsidiaries

84

All principal subsidiaries are directly owned by the
Bank. Details of principal subsidiaries at 30 June

(V) MEIRRE

E2HEZMBERREHAITERE
B -BR-ETN\FRA=TEX

2008 are as follows: FEMBATZERT ¢
Issued and fully % of
paid-up ordinary ownership
share capital ~ interest held Net profit
BETRARZ fi%  fortheperiod  Principal activities
ERRRA RERDL HrFER TEER
Incorporated and operating in Hong Kong & &5t L RE#E
Fubon Credit (Hong Kong| Limited EAUK(ER) BRAA HK$65,000,000 100%  HK$75716000  Deposittaking and
finance
65,000,000757 100% 75,716,000/ BRI RS
Fubon (Hong Kong| Trustee Limited EA(EE) ETERAE HK$5,000,000 100% HK$81,000 Trustee services
500000037 100% 81,0007 &t
FB Securities (Hong Kong) Limited EREH (FR)ERLA HK$8,000,000 100%  HK$67.720000  Securites broking
80000007 100% 67,720,005 E5ia
FB Investment Management Limited ~ ESREEEARAF) HK$8,000,000 100% HKS620,000  Fund management
8,000,000%7 100% 62000037 BoER
Fubon Nominees (Hong Kong) Limited ~ Fubon Nominees HK$200 100% HKS7,000 Nominees service
(Hong Kong] Limited 057 100% 7,000557 REART
Incorporated and operating in Vanuaty KBS EEMA L REME
Fubon Bank Vanuatu Limited Fubon Bank Vanuatu Limited UUS$4,000,000 100% US8§70,000 Finance
4,000,000%7 100% 1000057 %

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 & #4817
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(K) Corporate governance

(L

Fubon Bank & 384817

-

The Bank is committed to high standards of
corporate governance, and has fully complied
throughout the year with the guidelines on
“Corporate Governance of Locally Incorporated
Authorised Institutions” 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) Executive Credit Committee

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

(i) Management Committee

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

Interim Report 2008 F k&
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(L) Key specialised committees (continued)
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(iif) Asset and Liability Committee

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

(iv) Audit Committee

The Bank has complied with Rule 3.21 of the
Listing Rule in relation to the composition of
the Audit Committee. The Audit Committee
comprises one Non-Executive Director and
two independent Non-Executive Directors.
The Audit Committee is chaired by Mr
Robert James KENRICK, an Independent
Non-Executive Director who has appropriate
accounting professional qualifications.
It meets at least four times a year and
additionally when deemed necessary.
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(L) Key specialised committees (continued)

(iv) Audit Committee (continued)

v)

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

The Audit Committee regularly reviews 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.

The Committee also reviews the appointment
of the external auditors and discusses with
them the nature and scope of their audits. In
addition, any issues arising from their audits
together with the follow up actions taken by
the Bank to address those issues have also
been examined by the Audit Committee. The
Audit Committee also reviews the interim
and annual financial statements before
recommending them to the Board for approval.
It 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 take part in decisions on their own
remuneration.
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(M) Management of risks

88

The Group has established policies and procedures
to identify and analyze these risks, to set
appropriate risk limits and controls, and to monitor
the risks and limits continually by means of reliable
and up-to-date management and information
systems. The Group continually modifies and
enhances its risk management policies and
systems to reflect changes in markets, products
and best practice risk management processes.
The internal auditors also perform regular audits
to ensure compliance with the policies and
procedures.

(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 Board of Directors 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)

(1) 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 other financial
institutions;

e 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) BB EE (&)
(i) EEmBRERE (%)

(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)
(1) Credit risk management (continued)

(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 relevant internal risk
management committee for their review.
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(M) Management of risks (continued) (M) B EE (F)
(i) Credit risk management (continued)) (i) 1EEEREE(E)
(b) Retail credit risk ZERTEERR
The Group's retail credit policy and REBZZERITEER

92

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 or the notional amount,
credit risk for derivatives is the positive
replacement cost together with an estimate
for the potential exposure from changes in
its market value. These credit exposures,
together with potential exposures from
market movements, are managed as
part of the overall lending limits to the
counterparties. The credit risk exposure on
derivatives is disclosed in Note 16(b) of this
interim report. The Group currently uses the
current exposure method for the purpose
of providing capital for such counterparty
exposures.

Fubon Bank & #4817

e Mt EYbEagaksE(E
ZERFERTZARER
BREEER N ZERR

MaRar o AR TERTT
Z\“_%%f EEBRREZK
BrRERMEPRIZ
ﬂﬁﬁ%ﬁiﬁ' o AT AR

HEEERREIEA
’E BEHTERITEERR
HEITEHEE - FT&
BEMEE MEFTEmI |z<
REIEREFESR -
5 1&1%%&%@%?3%@
B BEROE - BEX
[l Z K »

AR ZEERR

AEEFEZHEERR
ZEBHAERNEEER
HexEERR2THE
[ - AREER @ TG
HEZHEFREMR R
BRIR AR o

BRIREEBERANIEE
(BEUAREEEXHEE
REREERR) 74
TAZEERBAEEE
PR A E R A E T (B 2 R 2K
BIEEE 2 A5 - 25 E
BREBERTHZE 2 E
ERBIVERBRE B
EHREN—LIETE
B fTETAZEERK
AR G SR BT 5 16(b) A 4
B AKEBRR{ERENE
B L RZER BT RERE
RIEER -

Interim Report 2008 F# &



Supplementary Financial Information

WM BER

(M) Management of risks (continued)

(1)~ Credit risk management (continued)

(d) Credit-related commitments

Fubon Bank & 384817

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.

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
geographic, industry and product sectors.

Credit risk mitigation

The Group's credit assessment primarily
relies on an evaluation of the obligor's
repayment ability based on the obligor's
cash flow and financial condition. In
addition, the Group employs various
credit risk mitigation techniques such as
appropriate credit structuring, and posting
of collateral and/or third party support as
well as transfer risk to other third parties
from an integral part of the credit risk
management process.
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(M) Management of risks (continued) (M) B EE (F)
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(i) Capital management

The HKMA sets and monitors capital requirements
for the Group as a whole. In addition to meeting
the regulatory requirements, the Group's
primary objectives when managing capital are
to safeguard the Group’s ability to continue
as a going concern, so that it can continue to
provide returns for shareholders and benefits
for other stakeholders, by pricing products
and services commensurately with the level
of risk and by securing access to finance at a
reasonable cost.

The Group actively and regularly reviews and
manages its capital structure to maintain
a balance between the higher shareholder
returns that might be possible with higher
levels of borrowings and the advantages and
security afforded by a sound capital position,
and makes adjustments to the capital
structure in light of changes in economic
conditions.

The process of allocating capital to specific
operations and activities is undertaken
by Asset and Liability Committee and are
reviewed regularly by the board of directors.

Consistent with industry practice, the Group
monitors its capital structure on the basis of the
capital adequacy ratio and there have been
no material changes in the Group’s policy
on the management of capital during the
year, except for a change in the calculation
methodology in the capital adequacy ratios.

The Group and its individually regulated
operations have complied with all externally
imposed capital requirements throughout the
periods ended 30 June 2008 and 2007, and
were well above the minimum required ratio
set by the HKMA.
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(M) R EE (&)
(iii) HENE TR EFE

(M) Management of risks (continued)

(iif) 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.

As part of its liquidity risk management, the
Group focuses on a number of components,
including maintaining sufficient liquid assets,
maintaining diversified source of liquidity,
reserving necessary funding capacity and
contingent planning. The Group manages
liquidity risk by holding sufficient liquid
assets (e.g. cash and short term funds 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 different maturities. Adequate standby
facilities are 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.
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(M) Management of risks (continued) (M) B EE (F)
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(i)

(iv)

Liquidity management (continued)

The Group's consolidated average liquidity
ratio for the period ended 30 June 2008 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.

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.

The Board reviews and approves 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 review 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.

Fubon Bank & #4817

(ifi)

(iv)

RBEEEBERE (%)

FEBBE_TZENEFRA
=t RLEHEZEEFHER
AR R EBEREEN256% 2
RIRLE -

SRR E

SRR E LR A HTHE
BHBzERMIA  BEFESF
o MERK)  BRARITAET
A URBERBERLEBN
B AITREHE™IS - INE
W5 - RETSREARTHE
IRHAMEETHER - A
THATEPES  BITER
BN RERATZRTREA
#oBERERBEEERRE -
RITUE|UPEEERB EINER
5 o

mSREBREREZ BERSERA
T R B A E 2B E IR K RO A
AEERFE ST EASEAGK
tEPTSI R R -

BE=gRa RELEETSE
BB 2 BUR M BRI AR R
HEH EERCHRER
mERBREREZAETETEE
BEZREE - ZZECEER
EARTTHARZ ELTER - M
REFBEBER - ZZE®
TR B Ko i AT BB TR L FE AR
ERBEERRFIERK -

Interim Report 2008 F# &



Supplementary Financial Information

(M) Management of risks (continued)

(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.

The use of derivatives for proprietary trading
and the sale of derivatives to customers as
risk management products is an integral part
of the Group’s business activities. These
instruments are also used to manage the
Group's own exposures to market risk as part
of its asset and liability management process.
The principal derivative instruments used by
the Group are interest and foreign exchange
rate related contracts, which are primarily
over-the-counter derivatives. The Group also
participates in exchange traded derivatives.
Most of the Group's derivatives positions
have been entered into to meet customer
demand and to hedge these and other trading

positions.

(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 an associated company. 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) (M) B EE (F)

(iv) Market risk management (continued)

(b)

98

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

The Group has measured VaR for all
material trading portfolios. The VaR
results as shown in the below table are
calculated independently according to
the underlying positions, correlations and
historical market movements.
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2008 2007
At 30 June WARA=+H —EEN\F —TELF
HK$'000 HK$'000
FHET FHET

VaR by risk type: 1R IEAEE S 2 ERE -
Foreign exchange risk  JMNEE & 32 466
Interest rate risk I [ B 46 14
Equities risk e 4 3
Total VaR aE R E 58 465
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MR BEER

(M) Management of risks (continued)

(iv) Market risk management (continued)

(d) Market risk exposure

(M) BB ()
(iv) TTEEREE (&)
(d) THiZRBRAERE

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

trading and hedging.

The Group’s maximum market risk exposures
are set by the 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$174,362 (2007: HK$146,298) and the
standard deviation was HK$745,268 (2007:
HK$238,146). An analysis of the Group's

trading revenue is shown below:
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Daily Distribution of Trading Revenue for the Period ended 30 June 2008
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(M) Management of risks (continued)
(iv) Market risk management (continued)

(d) Market risk exposure (continued)

(M) RBEE ()
(iv) T5mEEERE (#)
(d) TsBREEAE (&)

Daily Distribution of Trading Revenue for the Period ended 30 June 2007
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This shows a maximum daily loss of
HK$2,435,467 (2007: HK$392,446) with
40 days (2007: 31 days) out of 121 days
(2007: 121 days) showing losses. The
most frequent results were observed in
daily revenue falling between HK$200,000
to HK$300,000 (2007: HK$270,000 to
HK$280,000) with 23 occurrences (2007:
6 occurrences). The highest daily revenue
was HK$2,885,821 (2007: HK$877,142).
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Bank Network

iR 1T 48 4%

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 6115

FB Investment Management Limited
Tel: (852) 2842 1688

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
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Fubon Bank Vanuatu Limited

Fubon Nominees (Hong Kong) Limited
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Bank Network

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

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

Fubon Bank E34817T Interim Report 2008 £+ k&

A
EiE 025128313

JERER *
**ﬁ 2591 1036

E®
TaE - 28159322

AR i *
TRE © 2885 4577

e
B 1 2891 7968

hugE

EE
5+ 2387 0338

ALH *

B EE ¢ 2954 2331
E5E 0 2302 1502
BT *

TE 2390 2882

TE 2344 6991

*

BEE 0 2742 9911

A
%3F 1 2385 6033

103



Bank Network

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 7575

Mei Foo
Tel: 2620 0383

Yuen Long
Tel: 2869 6389
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