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Unaudited Supplementary Financial Information

2N

(A)

Fubon

REREEUNBTESR

CAPITAL ADEQUACY RATIO

W+ ZRA=+—BEAREHE

Capital adequacy ratio as at 31 December

Core capital adequacy ratio as at 31 December

The capital adequacy ratio and core capital ratio at 31 December 2010 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 Hong Kong (Taiwan) Co., Ltd and &
HIE(FRH)BPRAF (“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 calculation of risk-weighted assets
for credit risk and market risk and the “basic indicator approach” for the
calculation of risk-weighted assets for operational risk.

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

The Group operates subsidiaries in Hong Kong and the PRC. Exchange
controls are in place and there may be restrictions on the transfer of
regulatory capital and funds from members of the Group’s consolidation
group in the PRC to Hong Kong.
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(A)

EXFRLEE
The Group
AEE

2010 2009
—E-ZF —TThE
o/0 CyD
18.23 17.18
9.95 9.47
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(A)

CAPITAL ADEQUACY RATIO (continued)

Capital base

The components of the total capital base after deductions used in the
calculation of the above capital adequacy ratios as at 31 December and
reported under Part Il of the banking return “Capital Adequacy Return”

(MA(BS)3) are analysed as follows:

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

Core capital after deductions

Eligible supplementary capital

Reserves on revaluation of land
and interest in land

Reserves on revaluation of holdings of
available-for-sale securities

Collective impairment allowance

Regulatory reserve

Term subordinated notes

Paid-up irredeemable cumulative
preference shares

Total deduction from eligible
supplementary capital

Supplementary capital after deductions

Total capital base after deductions

Total deductions from the core capital and B#%/0& 2K inE A 0w A 58

supplementary capital

BLER
R BR e E B AR A AR
M (BREREAN)
Befn s @
A M B ERR
B LA AR AR

R EAR

AT E R INE A

i K iR
BEShRHE

FrEA B &S
R i

A RERHE

ETE

BEHRERE

BRI AEREREELR

RISt E T INE AR AR

HIRL{Z RO FE DN E A

HBIR R E A B AR

All of the Bank's investments in subsidiaries except for Fubon Credit (Hong
Kong) Limited, Fubon Factors (Hong Kong) Limited, Fubon Hong Kong
(Taiwan) Co., Ltd. and & E (P E)ER A (“Fubon Leasing (China) Co.,

Ltd"”) are deducted from the core capital and supplementary capital.

(A) EXFZRRE)
EXRER

ARHAE LN+ A=+ —H2ERFTRIEX
KA [EAF R LR BHRK | (MABS)3) 5 I #B A
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The Group
AEE
2010 2009
—g-2F “EThE
HK$'000 HK$'000
FET FHT
1,172,160 1,172,160
1,544,356 1,661,471
749,778 749,778
190,121 (76,379)
(292,810) (269,327)
3,363,605 3,237,703
23,701 23,701
15,692 15,771
119,903 176,044
175,211 175,211
1,824,514 1,551,000
925,359 925,359
(285,422) (231,012)
2,798,958 2,636,074
6,162,563 5,873,777
(578,232) (500,339)
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Unaudited Supplementary Financial Information KR&EFZEREIKER

(B) LIQUIDITY RATIO

Average liquidity ratio for the year FAFEERBES LK

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

The ratio for the year is computed on a consolidated basis which comprises
the positions of Fubon Bank (Hong Kong) Limited, Fubon Credit (Hong
Kong) Limited and EFHHEE(RE)BR AR (“Fubon Leasing (China) Co.,
Ltd") as required by the HKMA for its regulatory purposes.
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Unaudited Supplementary Financial Information KR&EFZEREIKER

(C) FURTHER ANALYSIS ON ADVANCES TO CUSTOMERS (C) RITEINMNBEFERNE—DIN
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.

BOTERBERERDMOESLETINT K&
TEIMDEREE BARANERIRES -

The Group
r&E
2010 2009
—Z2-%% —TThE
% of % of
Gross gross loans Gross gross loans
loans and covered by loans and covered by
advances collateral advances collateral
ERRER BERAZER ERRER BERZER
Pt REXREEZ Rk HERBE L
HK$'000 B HK$'000 Aok
TET % FHT %
Gross advances for use in Hong Kong EEBERNEREE
Industrial, commercial and financial IH%R
— Property development —MEER 1,609,496 17.59 1,190,968 =
— Property investment —MERE 8,364,456 84.17 8,201,715 73.96
- Financial concerns —SRfE 384,679 1.81 416,802 9.27
- Stockbrokers —RE&L - - 13,745 62.97
- Wholesale and retail trade —-HERTEX 415,608 13.06 64,511 33.10
— Manufacturing — g% 1,496,567 12.82 1,666,263 12.68
— Transport and transport equipment — BB LERRE 221,316 62.41 465,987 85.27
- Recreational activities —IREEE) 9,406 100.00 - -
- Information technology — BB 1,562 100.00 14,434 66.75
— Electricity and gas —-BHRRR 234,000 - - -
- Others —HAff 1,946,682 44.37 2,321,393 60.24
Individuals A
— Loans for the purchase of flats under -BE[EEREEHE]
the Home Ownership Scheme, [FAAZ2REETE] &
Private Sector Participation Scheme [AEBEHRE
and Tenants Purchase Scheme or HEBmikgtal
their respective successor schemes RIETREN 13,531 100.00 52,370 100.00
~ Loans for the purchase of other —BEAMEENENER
residential properties 8,212,100 99.92 7,448,480 99.90
~ Credit card advances —ERARER 704,970 - 618,106 -
- Others —EAf 1,145,433 47.43 1,039,499 53.49
24,759,806 23,514,273
Trade finance BHRE 1,047,909 10.34 809,641 7.68
Gross advances for use ERBAIMERNE B
outside Hong Kong 3,337,079 3.86 4,788,744 19.28
Gross advances to customers REER @ 29,112,658 59.03

29,144,794 60.32
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N

)

(C) FURTHER ANALYSIS ON ADVANCES TO CUSTOMERS (C) RITEDNMNBEFERNE-—DHM(
ANALYSED BY INDUSTRY SECTOR (continued)

Analysis of the Group’s impaired advances in respect of industry sectors BITESMEEFPERBE10% A LHAREE

242

which account for 10% or more of gross advances to customers:

HEERAT

New provisions
charged to Loans
Individual Collective income written
Overdue Impaired impairment impairment statement off during
advances advances allowances allowance  during the year the year
ERRHERA Rk
BHER HEER ERAERE GERERE bl B
HK$'000 HK$'000 HK§'000 HK$'000 HK$'000 HK$'000
As at 31 December 2010 R=Z-E£+Zf=1-A T TEn TEn Tn T#n Thn
- Property investment -NxRE - - - 11922 - -
- Loans for the purchase of -BEEBAENEY
other residential properties ER - - - 182 - -
- Gross advances for use —EERIMR
outside Hong Kong HEFBE 94,566 94,436 81,390 14,446 36,513 71,734
New provisions Loans
Individual Collective charged to written
Overdue Impaired impairment impairment profit or loss off during
advances advances allowances allowance  during the year the year
FRRRERR AR
REER AEEH  ERRERE  GONERR  MROTRG ZEH
HK$'000 HK§'000 HK§'000 HK§'000 HK$'000 HK$'000
As at 31 December 2009 RZEENFT=A=1-H i Tér Thn ThL Tén Tén
- Property investment ~MERE 3,305 3,30 9 12,971 - -
- Loans for the purchase of -BEAMEENZN
other residential properties X - 931 - 192 - -
- Gross advances for use ~EEBIMER
outside Hong Kong HEFEE 210,739 211,853 138,402 35,698 129,667 85,872
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(D) OVERDUE AND RESCHEDULED ASSETS

(i) Overdue advances to customers

Gross advances to customers which have
been overdue with respect to either principal
or interest for periods of:

-6 months or less but over 3 months
-1 year or less but over 6 months
- Over 1 year

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

Covered portion of overdue loans
and advances

Uncovered portion of overdue loans
and advances

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

Individually assessed impairment
allowances in respect of advances
overdue for more than three months

Collateral held with respect to overdue loans and advances are mainly
residential properties, cash deposits with the Group, and equipment

RPERER

2583,

MEARE :
—NERFATE=EAKE
——FIUMEAEAR L
-B8—F

HRBEHRERNE
ERES AR ERRN
HiTmiE

BHERRERE
AR

BHERRERH
EERESD

SRS RERN
BEMBD PR
BRAF RIMATREE
Wz EfE

SRRER=EAZ
ERAfEZER
HERERE

against hire purchase and leasing loans.

(D) BHRKEAEE
(i) BHEFER

The Group
F5E
2010 2009
—B-%% ZITNE
% of gross % of gross
HK$'000 advances HK$'000 advances
HEFEE EER a8
ThL 2B TEL ZBAL
5,359 0.02 20,299 0.07
12,107 0.04 238,086 0.82
97,196 0.33 153,409 053
114,662 0.39 411,794 1.4
25,332 76,452
32,803 84,613
81,859 327,181
114,662 411,794
12,123 11,913
91,902 302,735

pBBEREER M2 ERRERAE
EME  FHRAKENR TR RHERE

NAAEE MBS Z R -
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(D)

OVERDUE AND RESCHEDULED ASSETS (continued) (D) EBHIRKEHEE(E)
(i) Overdue advances to customers (continued) (i) BHFEFERHE)
Loans and advances with a specific repayment date are classified as BIETEFTHNERREREEARS S H S8
overdue when the principal or interest is overdue and remains unpaid WRERNARZNERE DB A AL - HHRK
at the year-end. Loans repayable by regular instalments are treated EBENEREX» D HERE AP ERERDE
as overdue when an instalment payment is overdue and remains SRR ADEE - RERKEENEREER
unpaid at year end. Loans repayable on demand are classified as AREIEEERETEREZRBMNER R,
overdue either when a demand for repayment has been served on the FEFERBEBLEENGERANELENR
borrower but repayment has not been made in accordance with the B OMBHEASERARZERBOERLE
demand notice, and/or when the loans have remained continuously TURHAME R R RSB ADEH o
outside the approved limit advised to the borrower for more than the
overdue period in question.
(ii) Rescheduled advances to customers (i) EEBRPNEFER
Rescheduled loans and advances are those loans and advances which BT EFHNGERKEFRIEBRERA B
have been restructured or renegotiated because of deterioration MR AR R R AR MEETEEN
in the financial position of the borrower, or of the inability of the R ENMZTNREEREER  MEBEIH
borrower to meet the original repayment schedule and for which BYGEASRAEERBIE XK  c EFERE
the revised repayment terms are non-commercial to the Group. MERERERTIGEERZ B RBEE =/ mME
Rescheduled loans and advances to customers are stated net of any AER R ERYE - WA HfmT -
loans and advances that have subsequently become overdue for over
3 months and can be analysed as follows:
The Group
AEE
2010 2009
—2-FF —ETAE
% of gross % of gross
HK$’000 advances HK$'000 advances
HERLHE hERERE
TET ZHAL FHAT ZBEDH
Rescheduled advances to customers EEEFHPHEFER 9,175 0.03 19,710 0.07
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(D)

OVERDUE AND RESCHEDULED ASSETS (continued) (D)

(iii)

Geographical analysis of overdue loans and advances to

customers

Hong Kong
Other

Hong Kong
Other

BYRKEHLEE (B)

(i) RHEAIMWEAPEFER

The Group
A58

As at 31 December 2010
R-Z-B5+=-A=+-H

REX

Impaired Individually
Gross Overdue loans assessed
loans and loans and (individually impairment
advances advances determined) allowances
BRR [S}at HEER B BIFHE
EXEE ERRER (ERIEE) RERE
HK$'000 HK$'000 HK$'000 HK$'000
THER TR THERx TR
6 26,808,435 79,978 158,399 134,255
Hit i 2,336,359 34,684 34,355 29,665
29,144,794 114,662 192,754 163,920
The Group
AEE
As at 31 December 2009
RZBENETZA=T—H
Impaired Individually
Gross Overdue loans assessed
loans and loans and (individually impairment
advances advances determined) allowances
fERR [l REER ERIFHE
B ERRER (fERIEE) WERRE
HK$'000 HK$'000 HK$'000 HK$'000
THT THT AT T
BB 26,786,683 339,327 444,974 315,753
Hit s 2,325,975 72,467 73,748 48,894
29,112,658 411,794 518,722 364,647

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

The collective impairment allowance is not allocated to any
geographical segment as at 31 December 2010 and 2009.

WA B3t [@ D ATIRE R AN - K5 RERES
BMEE - —MME » EERNERAPEM R
ERXZFHFHTAR - AIREREREERANMAE

Mol e

RZE—ZTFR_ZTFTNFF+_A=+—H " #&

EESREREBDIR T EALES AR
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(D)

OVERDUE AND RESCHEDULED ASSETS (continued)

(iv)

(v)

Overdue debt securities included in “Financial assets designated
at fair value through profit or loss”

Included in “Financial assets designated at fair value through profit
or loss"” as at 31 December 2010 are debt securities with a fair value
of HK$322 million (2009: HK$310 million) which are overdue and
analysed as follows:

Carrying amounts of debt securities which  {&E#5E 5 2 FEEE

(D) BHRKEHLAEE (&)

(iv)

have been overdue for periods of: [EEal-i

— 6 months or less but over 3 months —~EASUATHE=@EA L
— 1 year or less but over 6 months ——FHATHEARERA L

— Over 1 year ——FBE

Comparative figures have been restated to reflect additional
information obtained on the overdue status of these debt securities.

Other overdue assets included in “Accrued interest and other
assets”

Included in “Accrued interest and other assets” as at 31 December
2010 are trade bills with carrying amount of HK$6.2 million (2009:
HK$0.3 million) which have been overdue for more than 1 year
(2009: 1 year or less but over 6 months). HK$6.2 million individual
impairment allowance has been made against these overdue trade
bills.

Fubon Bank E##R77 Annual Report 2010 F 4

(v)

FATEERABBRESURRAFEEZS
BEE | ZaREEES

R-ZB—FTF+_F=+—08 [{EEAR
BEEARBMATF EEZEMEE] BFEA
F {8 {8 4322,000,000%8 70 ( — T T N4 ¢
310,000,000 % 7T) 2 #EAERSE S - DA
™

The Group

rEE
2010 2009
—E-2F —TTNE
HK$'000 HK$'000
FTER FHAT
(Restated)
(Zat)
- 309,821
321,544 292
321,544 310,113

RRRBZEEEEFBPRRNERF 2 E
fER - LLBEIERE TIAEM -

[EstRIEREMEE | BN EMAREE

R-ZT—TF+-F=+—8  [EFFE
REMEE | 815K HEE A6,200,0007% 7T
(ZZZT N4 : 300,00087T) EESEE
ZEREZBEEASBE—F(ZTThE
—FEHUAT - BRBAMEA) - HZEHH
7 % Z 3 2 {85l {EH 6,200,000 7 TR B B
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(E)

CROSS BORDER CLAIMS (E) BHEERE
Cross border claims are on-balance sheet exposures of counterparties EEEREENEEERBRLEENEE TRAKRE
based on the location of counterparties after taking into account the transfer BRI G2 —FEMENERE - SEED
of risk. For a claim guaranteed by a party situated in a country different from ERAMBEZEREIRARS S —HZME
the counterparty, the risk is transferred to the country of the guarantor. X QEERRRESEEEERAZHERSR - R
For a claim on the branch of a bank or other financial institution the risk will THEMESREES D ITHERERAESE HiaY
be transferred to the country where its head office is situated. Claims on FIERR - EBREKRIBELEEGERE10% KA
individual countries or areas, after risk transfer, amounting to 10% or more (A BB R st (& B A an T -
of the aggregate cross-border claims are shown as follows:
The Group
A58
As at 31 December 2010
R-B-Z2f+-A=1+-H
Public
Banks  sector entities Others Total
Figures in HK$'Million BEET 817 NERE Hitr “Em
Asia Pacific excluding Hong Kong SNATF R (PaEEE) 8,697 228 2,818 11,743
- Of which Australia —Eii 4,455 - 10 4,465
- Of which China —HAhE 1,189 12 1,937 3,138
North America LEM 2,611 807 1,018 4,436
- Of which USA —HAXHE 2,009 807 1,001 3,817
Western Europe i 6,126 - 47 6,173
The Group
K&EE
As at 31 December 2009
RZZTNF+=A=1+—H
Public
Banks sector entities Others Total
Figures in HK$'Million BEET 47 NERE HAh Fak
Asia Pacific excluding Hong Kong DNATF R (PaEES) 6,346 279 2,899 9,524
- Of which Australia —HARM 3,675 - 2 3,677
North America JEEM 3,290 313 1,869 5,472
- Of which USA —EhXE 1,936 313 1,847 4,096
Western Europe iz 5,571 - 56 5,627

Fubon Bank E#B%87T Annual Report 2010 &4 3 247



Unaudited Supplementary Financial Information KR&EFZEREIKER

(F) NON-BANK MAINLAND EXPOSURES (F) Aib3ERITEZ R
The analysis of non-bank Mainland exposures includes the exposure of the AHFERITE 2 RARIREE BRZBEREANTTRE
Bank and certain of its subsidiaries on the basis agreed with the HKMA. ETH B AR REMRE DT
2010
—B-ZF
Individually
On-balance Off-balance assessed
sheet sheet impairment
exposure exposures Total allowances
BERERA BESERHM E R
2B ZRR #m BERRE
HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR
Mainland entities A 1,294,189 508,654 1,802,843 -
Companies and individuals outside Rtz EERR A
the Mainland where the credit is ZRHASMA R RAEA
granted for use in Mainland 2,642,353 649,661 3,292,014 81,438
3,936,542 1,158,315 5,094,857 81,438
2009
“TTNE
Individually
On-balance Off-balance assessed
sheet sheet impairment
exposure exposures Total allowances
BEABRN BEABRI TERIFHE
R BB o] AEEE
HK$'000 HK$'000 HK$'000 HK$'000
BT FET FAET THET
Mainland entities Wi s 728,049 627,354 1,355,403 =
Companies and individuals outside Kt Z EERRRM
the Mainland where the credit is Z R EAIMA BT RIEA
granted for use in Mainland 3,879,970 721,717 4,601,687 255,161
4,608,019 1,349,071 5,957,090 255,161
Note: The balances of exposures reported above include gross advances and other it U EZIZmBER RS RERESZ EME
claims on customers. # o
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(G) CURRENCY CONCENTRATION (G) IR E
The Group’s net positions or net structural positions in foreign currencies ANEBFEBIINE RIS FEB A BE(E
are disclosed as follows when each currency constitutes 10% or more of Fifs B INE R AR AR S A TS E 2 AR ARUF FERY 10%
the respective total net position or total net structural position in all foreign AL BEHIATHRE -
currencies:
As at 31 December 2010
R+=R=1-A %-%%
Other Total
Us Chinese Australian Philippines foreign foreign
Equivalent in dollars Renminbi dollars pesos currencies currencies
HKS Million BHETSE R AR An FRERZ Eftine Neag
Spot assets REEE 21,788 1,139 2,129 1 251 28174
Spot liabilties RERE (20,659) (908) (2,370) - (2,346) (26,283)
Forward purchase EHEA 17,496 213 300 - 1318 19,327
Forward sales EHED (18,726) (289) (674) - (1,488) [21177)
Net option position HiEpgTE (1) - 1 = o =
Net long/(short) position 5/(R)&7H (102) 155 (14) 1 (5) 41
Net structural position GEteETE 8 383 - - - 461
As at 31 December 2009
RT=A=1-H “IINE
Other Total
Chinese foreign foreign
Equivalent in US dollars Renminbi currencies currencies
HKS Milion BEATSE 9 ARB i plirs
Spot assets BEE4E 0,272 359 5,001 26,722
Spot liabilties BERE (19,488) (321) (5,210) (25,019)
Forward purchase EHEA 7.3 9N 4,624 12,039
Forward sales EHED (9,234) (91 (4,509) (13,834)
Net long/(short) position &/ () 838 (126) 3 (4 (92)
Net structural position GEteETE 1 261 - 339

The net option position is calculated on the basis of the delta-weighted
position of options contracts and was less than HK$1 million for all foreign
currencies as at 31 December 2009. Net structural position includes the
Bank’s investments in overseas subsidiaries and associates. The amount
shown for Renminbi does not include HK$126 million in investment in
Xiamen Bank which was recognised as a structural position with consent of
HKMA in January 2011.

iR AT R IRIRFT A INEHIE S 40K [ 1SS
mERE | AEEGE  HeBEN_TTNF+=
A=+—B82LR—E8ET  GHERAKFHE
BIEH RINERARITE NGB A 7] KB QR
HEEMARIFE - LMAREIRNESETNEIE
126,000,000 B TR EFIRITHIRE - ZELERN
2 —F-REEERRABRERAEEIER
@%o
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(H) CAPITAL CHARGE FOR CREDIT, MARKET AND OPERATIONAL (H FE - miBREERRNERTER
RISKS
(i) Capital requirement for credit risk (i) EERRHELRER
The capital requirements on each class of exposures calculated under REER - RIFEZEE(EERR) 5518/
the Standardised (Credit Risk) Approach at the balance sheet date can FHEA RN ERFRKOWTT ¢

be analysed as follows:

2010 2009
—Z-Zf§ —ETAE
HK$'000 HK$'000
TAERT FHET
Classes of exposures EpER
Sovereigns FHEE 7.261 4,297
Public sector entities NEWRE 22,787 24,564
Banks R1T 362,476 299,013
Securities firms BHNA] 5,822 6,261
Corporates 1% 1,158,069 1,226,439
Collective investment schemes SRR ERTE 13,659 11,326
Regulatory retail exposures EETERR 149,384 180,942
Residential mortgage loans FEZRBER 358,910 328,432
Other exposure which WA B 2 HoAth
are not past due 296,605 308,683
Past due exposures BHAR e 43,327 56,357
Total capital requirements for BEABRAZ
on-balance sheet exposures [BRR 2 B AR K4ERE 2,418,300 2,446,314
Direct credit substitutes HEEEEERM 6,208 10,686
Transaction-related contingencies B S B EMATEER 856 1,168
Trade-related contingencies BE S H K AEE 6,168 2,632
Other commitments H b 23,060 17,326
Exchange rate contracts EREH 10,055 1,939
Interest rate contracts FEER 4,983 6,313
Equity contracts REA L 1,113 942
Total capital requirements for BEABRINZ
off-balance sheet exposures [BRR 2 B AR KRR 52,443 40,906
Total capital requirement FERBZEAERERE
for credit risk 2,470,743 2,487,220
The disclosure is made by multiplying the Group's risk-weighted BEBRER AR E R A SHNAREER
amount derived from the relevant calculation approach by 8%, and MR INME S FETRIAB% MSH - FIAN R &K
therefore does not represent the actual amount of capital held. BEBARZEREHE -
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(H)

CAPITAL CHARGE FOR CREDIT, MARKET AND OPERATIONAL

RISKS (continued)

(ii)

therefore does not represent the actual amount of capital held. BHEAZBR SR -
(iii) Capital requirement for operational risk (iii) EERBZELRER
The capital charge for operational risk calculated in accordance with WNEEE R - RBREKIEE A E 2 EER
the basic indicator approach at the balance sheet date is: B2 BAERK
2010 2009
—E-EF —TTNE
HK$°000 HK$'000
TR FHET
Capital charge for operational risk EERMz EARFR 203,600 219,252

Capital requirement for market risk

The Bank uses the Standardised (Market Risk) Approach for
calculation of capital requirement for market risk. Positions covered by
the approach include:

(H)

(ii)

FE mEREERBHNERER @)

HBER EAER

AITEARE (T5RAR) AT ETSRAR
RBARFR » ZIEFMRENFRBRE

—  KATRINE - BEXIEAMNITETR
- the Bank’s positions held in foreign exchange, exchange rate- AH) mEmEkEERERNITETR

related derivative contracts, commodities and commodity-
related derivative contracts; and

- the Bank’s trading book positions held in debt securities, debt-
related derivative contracts, interest rate derivative contracts,
equities and equity-related derivative contracts.

The capital requirement at the balance sheet date can be analysed as
follows:

BRNFER R

- ATTREBES  BEGHEENITE
TRAH  FETETERH KA
RERAEBNITETAAR NN S
BREFFR ©

BEBZEAFTLIMAT

2010 2009

—E-ZF —TTNF

HK$'000 HK$'000

FTiEx FAT

Exchange rate exposures FEE = [ B 13,007 3,764

Interest rate exposures 2= @ 17,249 16,571

Equity exposures A& [ = -

Commodity exposures AR = =
Total capital requirement TSR EARERAE

for market risk 30,256 20,335

The disclosure is made by multiplying the Group's risk-weighted
amount derived from the relevant calculation approach by 8%, and

BRARERMAR E AT R A EE
g S BERIA8% MiFH » TALARE

BRARERMAR E AR A ER
B S BERIA8% MiFH » ATALFARRE
REEAZEREH -

The disclosure is made by multiplying the Group's risk-weighted
amount derived from the relevant calculation approach by 8%, and
therefore does not represent the actual amount of capital held.
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() ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT () GEERBZEIMNEE
(i) Credit risk exposures (i) EERRBRE
Credit ratings from Standard & Poor’s Rating Services and Moody's ZRELRARIRE A R RRBEIEEERBEA
Investors Services are used for all classes of credit exposures AN 2 EER AR T XAz &85
mentioned below. The Bank follows the process prescribed in Part ZERRE o NTIHRBGRITE (BA)RAYE
4 of the Banking (Capital) Rules to map the ratings to the exposures 4ED TR R BRI ATT 2 RITERF
booked in the Bank’s banking book. B2 RBRERES ©
2010
%-%%

Total exposure
covered by
recognised
guarantees

or recognised

credit

Total exposure  derivative

Exposures after covered by contracts

recognised credit risk mitigation Risk-weighted Totalrisk-  recognised HERT

BRI EEER amounts weighted  collateral  ERAEAT

Total HEEZER ARNESE amounts HEZT  FEfAIR

Exposures Rated Unrated Rated Unrated BRNE  EARES ahERL

ARaE B i REL i 1 ] ERAE BREE

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

The Group 5B Tin TEn TiEn Tn TEn Tén TEn Tén

On-balance sheet EEBERA

Sovereigns B 4,849,189 7,365,258 11,262 90,769 - 90,769 - -

Public sector entities NEWE 1424167 1424167 - 284,833 - 284,333 - -

Banks i 16,834,731 14,318,662 623,300 4,219,297 311,650 4,530,947 - 2,516,069

Securities firms FHLA 12,776 - 12,776 - 12,776 12,776 - -

Corporates % 17,102,079 2,316,983 13,975,582 902,244 13573617 14,475,861 180,610 1,432,835

Collective investment schemes £ %4312l 170,733 - 170,733 - 170,733 170,733 - -

Cash items BeEE 99,368 - 99,368 - - - - -

Regulatory retail exposures EETERR 2,593,087 - 2,489,730 - 1,867,298 1,867,298 98,713 4,644

Residential mortgage loans ~ AEREER 11,356,542 - 11353812 - 4486376 4486376 2,730 -
Other exposure which UEBHEtER

are not past due 3,914,100 2,256,870 1,450,696 2,256,870 1,450,696 3,707,566 206,534 -

Past due exposures BEER 369,211 - 369,211 - 541,586 541,586 2,258 6,635

58785983 27681940 30616470 7754013 22474732 30,228,745 490845 3,960,183

Off-balance sheet EESERN
Off-balance sheet EAMTET AR
exposure other than BETETEANMN
OTC derivative transactions ~ EEEERIZER
or credit derivative contracts 453,648 - 453,648 - 453,648 453,648 - -
OTC derivative transactions BIMTETER S 636,610 520,538 53,072 151,878 50,011 201,889 63,000 -
1,090,258 520,538 506,720 151,878 503,659 655,537 63,000 -
Exposures deducted HEARBNRER
from capital base 40
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() ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT () EERRZEMNIEE
(continued)
(i) Credit risk exposures (continued) (i) EERREREE
2009
ZZTNF

Total exposure

covered by

recognised

Quarantees

or recognised

credit

Total exposure derivative

Exposures after covered by contracts

recognised credit risk mitigation Risk-weighted Total risk- recognised o

BEAEEER amounts weighted collateral 1 =)

Total % 2ER ERiEEE amounts il T A

Exposures Rated Unrated Rated Unrated ERmE  EARERL AliERL

BRER B Fardh B Farlh % ] ERig

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

The Group A5E Thn TEn Thr TEn Thr TEn ThR Thn

On-balance sheet BERERA

Sovereigns TRE 4,085,315 6,612,361 23018 53,718 - 53,718 - -

Public sector entities NEWE 1,535,238 1,535,238 - 307,048 - 307,048 - -

Banks #i1 15,158,357 12,631,311 364,328 3,561,311 176,348 3,737,659 - 2527046

Securities firms FHLT 86,916 - 78261 - 78,261 78261 8,655 -

Corporates i 18,152,047 2,987,866 14,404,556 1,048,667 14281825 15330492 388,572 512,217

Collective investment schemes &5 &3 141,573 = 141,573 = 141,573 141573 = =

Cash items b5 g 112,170 - 112,170 - - - - -

Regulatory retail exposures ~ EETEAR 3128402 - 30156% - 2,061,773 2,261,773 96,413 16,293

Residential mortgageloans ~ (HERESR 10,034,699 - 10,022,580 - 4105397 4105397 12,119 -
Other exposure which WERHEBER

are not past due 4,069,022 2,242,025 1,616,515 2,242,025 1,616,515 3,858,540 200,482 -

Past due exposures BHER 491,259 - 491,259 - 704,462 704,462 7538 17,323

56,984998 26,008,801 30,269,956 1212769 23366154 30,578,923 73,719 3,132,819

Off-balance sheet EESER)
Off-balance shest BIMTETAR ZAEENAE
exposure other than AR BERER))
OTC derivative pd:
transactions or credit
derivative contracts 506,402 160,000 346,402 50,000 346,402 396,402 - -
OTC derivative transactions ~ BIMTETERS 552,393 317,140 28,151 86,773 28,151 114,924 207,102 -
1,068,795 477,140 374,553 136,773 374,553 511,326 207,102 -
Exposures deducted HEARBNRZER

from capital base 13,233
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() ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT () GEERBZEIMNEEE)
(continued)
(ii) Counterparty credit risk-related exposures for derivatives (ii) PTEIEXRZYUFEEREIEEZER
(1) The analysis of the major classes of exposures by counterparty (1) BRXSEFERSTZEFEREIER]
type is as follows: DA :
2010 2009
—E-BF —ZTNGF
OTC OTC
derivative derivative
transactions transactions
BIMTE BHIMTE
IARS TARS
HK$'000 HK$'000
FEx FAT
Notional amounts: EHREH:
Banks $RIT 43,738,937 22,951,295
Corporates 1 1,591,928 1,641,483
Others HAth 5,108,882 5,568,640
50,439,747 30,161,418
Credit equivalent FE%E
amounts/net exposures: S8 RKRFE
Banks SR1T 520,538 317,140
Corporates (= 38,187 25,953
Others EAtb 14,885 2,198
573,610 345,291
Risk-weighted amounts: ERIESEE :
Banks R1T 151,878 86,773
Corporates = 38,187 25,953
Others HAtb 11,824 2,198
201,889 114,924
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() ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT () FERRZEMEE
(continued)
(ii) Counterparty credit risk-related exposures for derivatives (i) PTEIAERZBEFEERKERZER(E)
(continued)
(2)  The analysis of counterparty credit risk exposures is as follows: 2) RBEUFEERBATHT :
2010 2009
—E-ZF —ZTNGF
oTC OoTC
derivative derivative
transactions transactions
BIMTE BHIMTE
IERS TARS
HK$’000 HK$'000
FEx FAT
Non-repo type transactions: FEBERIRS :
Gross total positive fair value ERAFEERRE 208,170 354,654
Credit equivalent amounts EEEESRE 636,610 552,393
Recognised collateral held: BENER KRR
Cash on deposit with the Bank FRRAITRIR @17 11,258,068 15,267,104
Equity securities A TE S 21,852 19,852
11,279,920 15,286,956

Credit equivalent amounts or EEZES AR
net credit exposures net of BENERTEARZ

recognised collateral held EERMRER 573,610 345,291
Risk-weighted amounts: B ESEE : 201,889 114,924
There was no outstanding repo-style transactions and credit RZE—ZTFR-_FTTENF+Z=A
derivative contracts as at 31 December 2010 and 2009. =+—B WERNBHENZXZEEE

PTETEAH -
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(J) ADDITIONAL DISCLOSURES ON RISK MANAGEMENT ON ASSET (J) EZERStcRREEZEME

SECURITISATION
The Bank uses the Standardised (Securitisation) Approach to calculate the RITREBACRREBIZE(EAL) TATEE
credit risk for securitisation exposures. There was no asset securitization ERE -N—_ZT—ZFF+_-_A=+—H &A&EE
for which the Group is an originating institution at 31 December 2010. It is YWEEREERSCBTHE - HATX2HE
an investing institution for all classes of exposures below. AR 2 B HAE -
Standard and Poor’s Rating Services and Moody's Investors Services are EEERIRRBREA T RBEEEERB AT S
the external credit agency institutions that the bank has used in relation to AITRTNEERELERZ A AR MEE 2
the each and all classes of securitisation exposures below: SNEE(S BT AR -
The Group
AEE
As at 31 December 2010
R=ZB-Z2F+-A=1+-H
Exposures deducted
from its
Risk- R R A E
Outstanding weighted Capital Core Supplementary
Amounts amount requirements capital capital
*MieE EBRNESE BEAER BOEXR Fif & 2
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THET THET THET TET
Traditional securitisations BHES L
- Credit cards —=AFR - - - = =
— Home equity —RIBER - = = = -
- Auto -AE - = = = =
- Instalment loans —HHERER - - - - -
- Others —Efh - - - - =
Synthetic securitisations BREHL
- Credit cards —{=B+ - - - - -
- Home equity —RIBER = = = = =
- Auto -AE = = - = =
- Instalment loans —-HHEEER - - - - -
- Others —Hfth 40 - - 20 20
40 - - 20 20
40 - - 20 20
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(J) ADDITIONAL DISCLOSURES ON RISK MANAGEMENT ON ASSET

SECURITISATION (continued)

Traditional securitisations
- Credit cards
- Home equity
- Auto
- Instalment loans
- Others

Synthetic securitisations
— Credit cards
- Home equity
- Auto
- Instalment loans
- Others

B
~ A
~RIBEH
-8
~SHEEER

—Eth

AREHL
A
~EER
18
—~SHEERR

it

(J) EBERFCzRBEREZHEIMIE @)

The Group
KEE
As at 31 December 2009
R-TTNE+=A=1-A
Exposures deducted

from its
Risk- [EfEioi=E:

Outstanding weighted Capital Core  Supplementary
Amounts amount  requirements capital capital
AIEE BEBRNESE BAREKR BROER M EA
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET THET THET THT THAT

988 981 78 3
988 981 78 3 4
109,831 96,605 7,728 6,612 6,614
109,831 96,605 7,728 6,612 6,614
110,819 97,586 7,806 6,615 6,618

The above capital requirement is made by multiplying the Group’s risk-
weighted amount derived from the relevant calculation approach by 8%,
not the Bank’s actual “regulatory capital”.

A EBEAFZRZUBBAE ARG HNAEER
BRANESFERIAB% MiSH - EXTHRALED
B DEEEA] -
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(K)

(L)

Fubon Bank & FiE1T

ADDITIONAL DISCLOSURES ON EQUITY EXPOSURES IN
BANKING BOOK

Equity holdings taken by the Group are differentiated between those taken
for strategic reasons and those for long term investment for capital gains.
Equity holdings taken for strategic reasons include the Group's investment
in companies providing financial services which nourish the spectrum of the
Bank’s banking services. These include provident fund services provision,
electronic payment services provision, and e-banking infrastructure and
platform provision. On the other hand, equity holdings in listed companies
are taken for enhancing the medium-term liquidity and yield of the Bank’s
assets over time. All these investments are classified as “available-for-sale
securities” and measured at fair value as described in Notes 2(g) and 47.

BARRBRE :

In respect of long term investments:

Cumulative realised gains/losses RENHE RER 2 REER

from sales and liquidations Wz E51R
Unrealised gains/losses RER W EE
— Amount recognised in reserve —REEREREXR
but not through profit or loss BiRBmR S8
— Amount included in/(deducted from) —5t A (F0RE) HAnE AR
supplementary capital i

ADDITIONAL DISCLOSURES ON RISK MANAGEMENT ON
INTEREST RATE EXPOSURES IN BANKING BOOK

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

As at 31 December 2010, the 200 basis points interest rate rise would
decrease earnings over the next 12 months on the HKD interest risk
positions by HK$1 million (2009: decrease of HK$2 million) and decrease
earnings over the next 12 months on the USD interest risk positions by
HK$78 million (2009: HK$132 million).
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(K)

(L)

RITRF R ZRERE 2 BN E

REBFE 2 AR IR AR I R E & IA R B
B AEEVE AWz 5 A 2 BRHE o LASR RS R 45
BZEREEASRERREHREBRBEZATZE
B EAMARTZRITRBEE - ZFRBE
FBREXEERYE - EFNHRBREFRITE
BRERTE - Z—FH E—REBAN - F5
EFRRZEEDARGTHARDES REEK
@R IARFRENSBR TAHEERES &
BRAFEEE (KT 2(g) & 47 Frat) -

2010 2009
—E-ZF —TTNEF
HK$'000 HK$'000
THT FHT
13,636 18,434

RITRFAZNREAREE ZBIMIE

BREBSHEE R HA R RK [ F X E A
£l ATRFEEERBGRESNXINN DA
A= B 200 [EEE 2 BRAFH AR+ —EAZ
BMzzE -

R=ZZF—ZTF+=A=+—8 " FIR_EFH2001@
BB ER R —EABETHERBRIEE Z AT
B 1,000,000 7T (ZZZ N4 : JF4> 2,000,000
BIL) RERK+ @A ETHRREKRZA D
78,000,000 jT( = & & A 4 : 132,000,000
JT) °
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(M) REPOSSESSED ASSETS AND ASSETS ACQUIRED UNDER

(N)

(0)

LENDING AGREEMENTS

The total repossessed assets and assets acquired under lending
agreements of the Group as at 31 December 2010 amounted to
HK$26,700,000 (2009: HK$31,480,000).

CORPORATE GOVERNANCE

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 three Board Committees to assist it
in carrying out its responsibilities including the Executive Credit Committee,
Audit Committee and Remuneration Committee. In addition, a number of
governing committees have been set up by senior management to oversee
the effectiveness of the Bank’s daily operations including, inter alia, the
Management Committee, Asset and Liability Committee, Internal Control
Committee and Risk Management Committee. The composition and
function of these committees are set out below:

(i) Audit Committee

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

The Audit Committee draws up and updates periodically a written
Charter for the Board’'s approval indicating the Committee’s
composition, authority and duties, as well as the manner of reporting
to the Board; ensures adequate supervision of the Bank's financial
reporting processes and the systems of internal control; ensures
the internal audit function is effective, adequately resourced and has
appropriate standing within the Bank; ensures coordination between
the internal and external auditors; and monitors compliance with
internal policies and statutory regulations and reports to the Board on
matters set out in the code provisions under the Main Board Listing
Rules.

During the year, the Audit Committee has reviewed the Bank’s
financial reporting process and the systems of internal control,
including reviews of the internal audit function and the risk
management process. In particular, the reviews undertaken by the
Audit Committee on the internal audit function included review and
approval of the Internal Audit Charter, annual audit plan, internal audit
reports issued, major findings identified from any audits and special
investigations, and remedial actions taken by the relevant business
and operational management in response to the audit findings.

(M) WEEERREBEEHRMSEE

(N)

(0)

#*”f%¢+*ﬂ:+fa ANEE 2 W El K
RIBEERHSEERE 426,700,000 T (=
jhi-MA%Ow%E)

LEER
AITHNE
BTEER

A #Es|

L ITRKFEEER  YRAFE—H
Bz AR MR A EE 2 bEE

EEZES

§$A5/ﬂzi:1l§$§“am&ﬁb§ BT
Hﬁa%i ZEZRBERNITEERES  BRE
SEERFMEES - Mo SRERBIKLT
ETERZEGUEBARTHREER ZFXE
SREEREZES AEREZRS

- NEDERHE
?E\E&H@ﬁ BRB® -REREEZBALK

NIMBZREZE S 2K ES [ EiRAL

FEI321EZHTE - BREEERIEAT—H
FENITEENRABBELIFRITES - BLE
BEHBAHE 2 BEER 2B I
TESHEHAETERF - ZZBeEFER
DETNREE  WEARERHEITREE
A

BRREgREYFHENRERSHAN
EmBE RIAREE K EMAK - B
REBEARMESTE2HRNTA - BET
DEBRTHE2MBRER AREIERER

HRABEZBEAN - BRRRTRLRN
RITRFFEE AL ¢ 1958 A BB R IR AZ 2L
B+ LA B2 25 A EDBR SO AR P LA AR
ETRRAIFRIE AR EE R EE SR

==

RAFER  BERZEGERATZHBR
SRENEFT MR EIE R SRR - B
BREAMEZBERERERZRF o Bl
FEAREZBE MR TIENHE - BHRER
EHNERZBE BB RIEANBEZR
%: - FEERE  ERMIABERER

- BB LRGSR ERER AR
Hﬁ%i‘x&ﬁéﬁ 2 EMERARRIZ
FREE ©
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(O) KEY SPECIALISED COMMITTEES (continued)

(i)

(ii)

(iii)

(iv)

Fubon Bank & FiE1T

Audit Committee (continued)

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

Executive Credit Committee

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

Remuneration Committee

The Remuneration Committee comprises the Non-Executive
Chairman, Non-Executive Vice Chairman and three Independent
Non-Executive Directors of the Bank. The Remuneration Committee
meets as required to review and make recommendations to
the Board in respect of the remuneration policy and practices
of the Bank to ensure that these are consistent with legal or
regulatory requirements. The committee reviews and approves
the remuneration packages for senior management which include
the Managing Director, Executive Directors and Executive Vice
President. Executive Directors do not take part in decisions on
their own remuneration. Additionally, the committee oversees the
Bank's remuneration system and its operation which covers all
employees, ensures an annual review of the remuneration system is
conducted and implemented, and works closely with the Bank's risk
management committee in the evaluation of the incentives created
by the remuneration system.

Management Committee

The Management Committee is the key decision making body for the
Bank and is responsible mainly for formulation of the Bank's business
strategies and bank wide initiatives. The Committee also evaluates
and approves new business proposals, coordinates among business
and support units during the implementation process, monitors
the implementation of the approved business strategies and bank
wide initiatives, reviews the achievement of business targets and
objectives as well as the financial performance of the Bank through
monthly reporting.
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(ii)

(iii)

(iv)
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(O) KEY SPECIALISED COMMITTEES (continued)

(v)

(vi)

(vii)

Asset and Liability Committee

The Asset and Liability Committee comprises the Managing
Director, Executive Directors, Chief Financial Officer and senior
management personnel as appointed by the Chief Executive Officer.
The committee meets at least bi-weekly with the Head of Internal
Audit and Head of Legal and Compliance 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, market
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
application of funds and short term directives to address prevailing
conditions and monitors the implementation of these strategies and
directives.

Internal Control Committee

The Internal Control Committee comprises the Bank's Managing
Director, Executive Director, Chief Financial Officer and the heads
of different risk management and control functions. The Committee
is chaired by Mr Thomas Liang, Managing Director. The Committee
has the overall responsibilities to oversee the control framework,
direct implementation of an effective internal control system, impose
suitable measures for the day-to-day monitoring of controls, while
enhancing the operational control standards in all divisions.

Risk Management Committee

The Risk Management Committee is chaired by the Head of Control
& Risk Management. The membership comprises the Bank's Chief
Executive Officer, Executive Directors, Chief Financial Officer and
other senior management personnel as appointed by the Chief
Executive Officer. The committee's objectives are to identify and
quantify bank-wide risks against risk appetite and to design and
oversee the implementation of policies, procedures and systems
to effectively address the Bank's risk profile. The committee also
monitors and reviews internal and external risks landscape and
continuously revisits policies, procedures and systems in place.

(0)

(v)

(vi)

(wvii)

E5ZEE(H)
EEEEBEESE

BEABZEEHESALE  YTES
MBRERTRASMEENSREEAR
K - REERIEMERRT RER -
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(P)

Fubon Bank & FiE1T

MARKET RISK MANAGEMENT

Details of the Group’s market risk management policies and measures have
been set out in Note 50(b).

The Group calculates VAR with a confidence level of 99%, a holding period
of one trading day and using a 1-year historical observation period. The
VAR methodology adopted by the Group is historical simulation approach.
Historical simulation uses scenarios derived from historical market rates/
prices and takes account of the relationships between different markets
and rates. The VAR model is helpful in measuring the bank’s exposure to
day-to-day market fluctuations. It is not intended to measure the bank’s
exposure to individually significant events such as the bankruptcy of a major
financial institution.

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, and historical market movements.

He R TR 2 R E
SNERMR
FEER

VAR by risk type:
Foreign exchange risk
Interest rate risk

Equities risk R @B
Total VAR R A

* Disclosed in the 2009 Annual Report using variance/covariance approach.

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.

Annual Report 2010 G4

(P)

miEERERE

AEEZ TSR EREE KEE2 F B8R HK
£ 50(b) °

AEBHELKFRO%  HEHR—ERZA
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At 31 December

R+=—A=+-—AH
2010 2009 2009*
—E-BF —TThE —TThE*
HK$'000 HK$'000 HK$'000
FEx FHBIT FHT
15 28 22
422 10 8
3 6 3
422 30 25

¥ CETNFFRMRERA S E B
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FEREMTISRAERTEHEZSHEITAL - A
BEEMBET SRR - EARKERINETS
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Bk MELEREARTEFPNXSETR BEE
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(P) MARKET RISK MANAGEMENT (continued) (P) ™WZERERE(E)
The Group’s maximum market risk exposures are set by the Assets AEBZEeMEERAEREEABLZESE]
and Liability Committee. Exposures are monitored and reported to the T W EHXAEELRAERTIREEESR FAH
management regularly. The average daily revenue generated from the MERZREESN TS HKZEA80,447 87T
treasury’s trading activities for the year was HK$80,447 (2009: HK$81,951) (ZZEThF : 81,951 %) ' IRERER 123,424
and the standard deviation was HK$123,424 (2009: HK$211,693). An BIL(ZZETNFE : 211,69387L) - AEBZR S
analysis of the Group's trading revenue is shown below: WD

Daily Distribution of Trading Revenue
for the Year Ended 31 December 2010
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Daily Distribution of Trading Revenue
for the Year Ended 31 December 2009
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This shows a maximum daily loss of HK$399,537 (2009: HK$545,412)
with 45 days (2009: 57 days) out of 249 days (2009: 249 days) showing
losses. The most frequent results were observed in daily revenue falling
from HK$50,000 to HK$100,000 (2009: HK$50,000 to HK$100,000) with 64
occurrences (2009: 73 occurrences in the range). The highest daily revenue
was HK$556,145 (2009: HK$1,230,667).
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N EBRBRR249K(ZETAE : 249K) R
8% - BR(ZEZTNF 57 K)BBEE - &
=B HEE399,6537 BT (ZEZTNF : 545,412
BIL) e BRE R R BKE RS BN T 50,000
7 7T 2 100,000 7T ( — T Z AL 4 : 50,0008 7T
Z100,000870) * WR BRI HE4AX(ZZF
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