





=

13

19

21

23

25

26

27

90

123

Fubon Bank & #BR7T

Contents B#%

Financial Highlights (Unaudited)
B2 (RECE%)

Corporate Information

NCIE- vl

Review of 2010 Interim Performance
I e B3 )

Interim Financial Report

R ERE S RS

Independent Review Report

BB E

Consolidated Statement of Comprehensive Income (Unaudited)
FerElEmR CREER)

Consolidated Balance Sheet (Unaudited)
FEBEERBRCREER)

Consolidated Statement of Changes in Equity (Unaudited)
FREREREHHMER REFZR)

Condensed Consolidated Cash Flow Statement (Unaudited)
HRr SR eRBER CREERZ)

Notes to the Unaudited Interim Financial Report

RAS Tz BRI R E T

Unaudited Supplementary Financial Information

RIEE AT EER
Bank Network
SRITHBAR

Interim Report 2010 4F 1 #$R &5 1



Financial Highlights (Unaudited)

IR CREER)

For the six For the six Profit Attributable to Equity
months ended  months ended Shareholders
30 June 2010 BRI %RF
R HKS Million (7 &53T)
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— 300
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250
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Advances to customers 20.0
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Customer deposits and
medium term funding 44,110 47,183 0.0
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Total equity 5,055 4,935
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Core capital ratio 10.17% 9.47% 349 407 458 494 441
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AA=+B2  RA=t8EZ ’
AEA ~EA 200

Liquidity ratio
(average for the period) 49.89% 47.74% 10.0
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75% — Fubon Financial Holding Co., Ltd.
25% - Public
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Slaughter and May
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Fubon Bank Building
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James YIP

Executive Director

Executive Vice President — Fubon Bank (Hong Kong)
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Director — iMarkets Limited

Director — iMarkets Structured Products Limited

Victor KUNG

Non-Executive Director

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

Director — Fubon Asset Management Co., Ltd.

Director — Taipei Fubon Commercial Bank Co., Ltd.

Director — Fubon Insurance Co., Ltd.

Director — World Vision Taiwan

Director — Taiwan After-Care Association
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David CHANG Kuo-Chun
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Director — Fubon Securities Co., Ltd.
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Independent Non-Executive Director

Executive Chairman — Ajia Partners
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The University of Hong Kong
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Member — Chairman’s Council, Hong Kong
International School

Hung SHIH

Independent Non-Executive Director
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HONG KONG AND CHINA ECONOMIC
OVERVIEW AND FORECAST

Review of Hong Kong’s Economy

Hong Kong’s economy has staged a steady recovery
since the 2008 financial crisis. Year-on-year Gross
Domestic Product (“GDP") growth returned in the
fourth quarter of 2009. GDP growth rebounded to
a robust 8.2% year-on-year in real terms in the first
quarter of 2010 from 2.5% in the fourth quarter of 2009.

Hong Kong exports rebounded commendably,
bolstered by a speedy recovery in demand alongside
robust intra-regional trade. Exports climbed a higher-
than-expected 26.7% in June from a year earlier.
They grew by 20.7% during the first quarter of 2010
after declining by 0.4% in the fourth quarter of 2009.
Meanwhile private consumption expenditure growth
gained pace to 6.5% year-on-year in real terms in the
first quarter of 2010 from 4.8% in the last quarter of
2009 amid bettering conditions in the labour market,
coupled with additional support coming from the Hong
Kong Government's relief measures. Unemployment
fell back and remained steady after a short bump
upwards following the financial crisis. The seasonally
adjusted unemployment rate remained at 4.6% in
April = June 2010 for the second consecutive quarter
following March — May 2010.

Exports of transportation and trade-related services
have seen a visible turnaround on the reviving trade
flows. Underpinned by rapid growth in visitors from
most major sources, inbound tourism was likewise
buoyant. With continued improvement in business
sentiment, overall investment spending recorded
another quarter of double-digit growth at 10.5% in the
first quarter of 2010.

The stock market has regained confidence after turning
more volatile, as sentiment was previously dampened
by market concerns over increasing fiscal deficits
and public debts in a few European economies. The
property market sustained momentum for further
growth but has steadied recently due to a series of
measures introduced by the Hong Kong Government
aimed at ensuring its stable and healthy development.

Fubon Bank = #B4R1T
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Outlook for Hong Kong’s Economy

It is expected that the current strong growth momentum
in Hong Kong and the Asian region as a whole will
continue, provided that no major external shocks occur.
Real GDP growth for 2010 is expected to come close to
or even exceed the forecast of 4% to 5% as announced
in the Hong Kong Government Budget in February.

The large enterprises surveyed in the latest Quarterly
Business Tendency Survey conducted in March and
early April demonstrated a broad-based rise in optimism
while those firms who revealed their plans to resume
hiring are on the increase. In the upcoming quarters,
better job and income prospects are expected to be the
key drivers for consumption growth. Further growth
is forecast for investment as a whole, benefiting from
further recovery in private sector investment alongside
the expected pick-up in public sector projects.

Externally, the global economy is progressing on
the recovery track with Asia taking the lead. On the
other hand, the US Federal Reserve Chairman Ben
Bernanke warned of “unusual uncertainty” in the
US outlook, while the European economies remain
lethargic hindered by high unemployment and huge
fiscal deficits. The Greek sovereign-debt problem and
the necessity to introduce austerity measures in some
European economies may hamper the recovery in
Europe while increasing volatility in the financial market.
Given the questionable sustainability of the global
recovery, the outlook for Hong Kong's exports will
become more uncertain, particularly for the advanced
economies with the effects of fiscal and monetary
stimulus waning in the latter part of the year.

The underlying Consumer Price Index (“CPI”) in June
2010 was at 1.7% year-on-year, which was still relatively
moderate. The coming quarters may see a gradual rise
in inflation, being part of the reflationary process as
economic recovery progresses. The CPl is expected to
be around 1.5% for the whole year.
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Review of China’s Economy

China's economic expansion eased to 10.3% in
the second quarter. Its rate of economic growth
accelerated to the fastest pace in almost three years in
the first quarter of 2010, reaching 11.9% year-on-year
following robust growth of 10.7% in the fourth quarter
of 2009. The reason behind the strong recovery was
partly due to the country’s exports.

Monthly data for both exports and imports in June
broke a record set in July of 2008. On a year-on-year
basis, export growth was 43.9% in June. Meanwhile,
imports slipped from a yearly growth rate of 48.3% in
May to 34.1% in June, allowing the trade surplus to
swell. Trade volumes with major trading partners — EU,
US and Japan — have grown 37.2%, 30.2% and 37%
respectively.

Chinese banks lent an unprecedented 9.59 trillion yuan
of new loans in 2009, which was spent on infrastructure
and real estate investment. This contributed not only
to the strong growth of the economy but also to a
significant increase in property prices. The People’s
Bank of China has reacted by imposing restrictions on
property lending and purchases to slow the housing
market. To prevent the economy from overheating, the
Chinese Government also announced guotas on new
bank lending and raised the level of reserves required
to be held by banks. So far, tightening has come from
increased reserve ratio requirements for banks and
slower lending, but no rate increases.

The current policy settings seem to be having a gradual
effect on output as the Purchasing Managers’ Index
("PMI") of the manufacturing sector continued to fall
in June for the second consecutive month following a
drop in May, though it is still above 50% and indicated
an expansion. The gain in GDP was less than the
increase in the January — March period from a year
earlier. The Chinese Government remains concerned
that the Euro zone crisis could have an effect on
China's exports, providing further impetus for keeping
interest rates low. Urban fixed asset investment,
which accounts for approximately two-thirds of GDP,
grew 25.5% in the first six months of 2010 from a year
earlier, which compares with a 33.6% increase in the

Fubon Bank = #B4R1T
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first half of 2009. Overall the above data indicates that
the economy may, if it not already has, experience a
slowdown.

Outlook for China’s Economy

China’s GDP is expected to expand by nearly 10%
this year. The economic data released in July signals
a diminishing risk of economic overheating. Growth
should be less investment-driven this year, while
consumption is likely to remain supported by a strong
labour market. It is quite clear that China will focus
this year on economic rebalancing to boost domestic
demand and for a more balanced trade, as evidenced
by its announcement of currency reform in June, so
as to re-peg the Chinese Yuan to a basket of major
trading partners’ currencies and allow more flexibility in
exchange rate movement.

The greatest challenge that China’s central government
should be closely watching will be whether the
European debt crisis will have any contagious effects
and derail the pace of global economic recovery. The
central government also has more room to scale back
restrictions on bank lending and property purchases by
year end given easing concern on inflation and property
prices.

China’s CPI in May accelerated to 3.1%, a 19-month
high, but the latest figure for June showed that inflation
cooled to 2.9%. It may still peak at about 4% in July or
August and slow for the rest of the year.

OPERATING PERFORMANCE

Fubon Bank (Hong Kong) Limited (“the Bank”) and
its subsidiaries (“the Group”) reported a net profit of
HK$153 million for the first six months ended 30 June
2010 which was 52% or HK$52 million better than the
HK$101 million reported for the corresponding period
in 2009. The Hong Kong economy held up well in the
first half of 2010, as evidenced by the strong growth in
Gross Domestic Product, and rising exports and retail
sales. Under the improved operating environment, the
Bank’s fee-based revenue continued its growth since
the fourth quarter of 2009 while impairment losses on
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advances to customers reduced substantially year-on-
year. After accounting for the dividend payment for
preference shares, earnings per share increased to 9.54
Hong Kong cents, compared to 5.03 Hong Kong cents
per share for the first half of 2009.

Gross interest income declined 31% to HK$598
million for the first half of 2010 whereas gross interest
expense decreased 45% to HK$143 million over the
corresponding period. As a result, net interest income
decreased by HK$145 million or 24% to HK$455 million.
The decline in net interest income was attributed to
lower average interest-earning assets, as the Bank
adopted a more cautious approach to loan underwriting,
and fierce price competition among peers for lending
and customers deposits. Moreover, credit spread
tightening since the fourth quarter of 2009 caused
assets to be priced at lower spreads. Effective net
interest margin (“NIM") decreased by 34 bps to 1.71%
from 2.05% for the first half of 2009.

Net fee and commission income increased 47% or
HK$42 million to HK$132 million in the first half of 2010.
The year-on-year growth was broad-based, underpinned
by higher business volumes across consumer finance,
wealth management and corporate banking segments.
Credit-related fees and commissions increased HK$16
million, credit card related fees and commission income
increased HK$5 million, and commission income
derived from sales of insurance products and unit trust
products increased HK$20 million.

Credit spread tightening affected the fair value of
financial instruments designated at fair value through
profit or loss and its hedging derivatives, resulted in a
decrease of HK$40 million in other operating income.
Including the revaluation loss of HK$5.6 million on the
CDO portfolio in the first half of 2010 (HK$0.08 million
in 2009), total non-interest income, included net fee
and commission income and other operating income,
recorded a 2% decrease or HK$4 million to HK$148
million in the first half of 2010.

The Bank continued to maintain stringent cost
discipline during the first half of the year. Proactive
cost containment initiatives drove operating expenses
down 11% or HK$52 million year-on-year to HK$411
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million for the first half of 2010. The cost-to-income
ratio increased to 68.2% for the first half of 2010,
compared with 61.7% for the first half of 2009. The
increase in cost-to-income ratio was mainly due to the
decrease in net interest income. The Bank will continue
to rationalize its operating expenses level and enhance
its operating leverage in order to alleviate the negative
impact of slowing revenues on the cost-to-income ratio.
Operating profits before gains and impairment losses
decreased 33% or HK$96 million to HK$192 million
compared with HK$288 million in the first half of 2009.

Net charge for impairment losses on advances to
customers registered a year-on-year decrease of 77%
or HK$158 million to HK$48 million for the first half of
2010. Most of the decrease was due to lower individual
impairment losses on SME loans. The level of impaired
loans has stabilized since the second quarter of 2009
and the impaired loans ratio further decreased to 1.72%
as of 30 June 2010 from 1.78% as of 31 December
2009. Additional individual impairment losses were
set aside during the first half of 2010, resulting in the
coverage of impaired loans improving from 87% at 31
December 2009 to 95% at 30 June 2010.

Impairment losses on available-for-sale securities of
HK$18 million were provided in the first half of 2010.
The share of profits of Xiamen Bank, in which the Bank
owns a 19.99% stake, amounted to HK$13 million,
representing an increase of 78% as compared to HK$8
million recognized for the first half of 2009. After
accounting for impairment charges, other gains and
tax charge, profits after taxation amounted to HK$153
million, representing a 52% increase from HK$101
million for the first half of 2009. Return on average
assets and return on average equity increased from
0.31% to 0.50% and from 4.22% to 6.22% respectively
when compared with the first half of 2009.

Total assets as at 30 June 2010 were at HK$58.6 billion,
a decrease of 4% or HK$2.4 billion from HK$61.0 billion
as at 31 December 2009. Customer deposits registered
a decrease of 7% to HK$43.3 billion as at 30 June 2010.
During the first half of 2010, the Bank maintained a
prudent approach to credit underwriting and acquiring
new loans in light of uncertainties in external markets.
Therefore, the net loans portfolio decreased 4% or

Fubon Bank E#BR1T Interim Report 2010 4 ##k &

FERFNEWRA TR » BAS A
Lb 3 2009 F F¥FH61.7% EAZE
2010 F R HAHY 68.2% ° ANTT G UL B R
REBZH - IR E 2 ERS U
VRS N E TN AL ON R S
MEEFE - Ratlas KR EE B
TR 2009 F _EHF ) 2.88 B8
TT N 8533% 59,600 BT + £1.9218
BT °

2010F F¥FEBNEFEFFRE
B EIEE TKT7%K168EBETE
4,800 870 - TERANRF/NERF
MERERNREBERDE - TR
ERIERNE2009FE —FE&OFE -
EE R EAMA2009F 12 431 H
#91.78% = —# NFEZE 20104 6 A 30
HE1.72%  2010F L¥+<FAETRE
TR T BEIMARREESE - BEER
IBERE ZREMA 2009912 A31H
HI87 %X &= E201046 A30H#I95% °

2010F FHFAMHBEFRRERET
1,800 B LK RERE - R1TEE
19.99% R A & PIER1T AT B Bk RY 4 7
31,3008 75 7T © #2009 F | HFHy
Y 7 800 BB T N 78% © 5t RIRE
BB HiE Rk FEE - BREE
FA1.63BBTT - 82009 F EHFH)
1.01 BB T EF52% ° FHEER R
R & FHIRE A Bl 37 R 5 Bl 2009 FF £
HEM0.31% M 4.22% FFE0.50%
$6.22% °

HZE201066 A30H1 - BEERE
2009412 A31 B It H610E 78 T
T B 4% sk 241847 - =586 T °
HZE201066 83081 - BFHFERT
k7% ZE 433 BT - ERINE TSR
BARE + 1T 2010F ¥ FEERHL
BERRAEERFERR T FE
HZRES - At - 2= 201066 A30H




Review of 2010 Interim Performance —Z— B hHiZ/EOEE

HK$1.0 billion to HK$27.6 billion as at 30 June 2010
from the 2009 year-end balance of HK$28.6 billion. The
Group's capital and liquidity positions remained strong.
The consolidated capital adequacy ratio was 18.15%
(17.18% at 2009 year-end) at the end of June 2010 and
the average liquidity ratio for the first half of 2010 was
at 49.89%.

Since the beginning of 2010, the Bank has adopted
a growth-yet-prudent strategy to capture market
opportunities while minimizing risks and costs. The
Bank has started laying the groundwork for its strategic
priorities of expanding the local franchise and reducing
the overall risk profile. Steps have been taken to
strengthen risk processes and build business resilience.
Operations, information technology and other functions
have been re-organized to create a more effective
organization with greater efficiency and enhanced cost
effectiveness for building a strong infrastructure for
future growth. The improved Group earnings in the first
half of 2010, mainly attributed to substantially lower
credit impairment losses, was testimony to the Bank
delivering on its strategy.

While the global economy is emerging from the harsh
conditions experienced in the aftermath of the global
financial crisis, the recovery is likely to be slow. The
negative impacts of the European debt crisis have yet
to be fully reflected while recent economic reports
suggested the US recovery may be losing momentum.
Concerns about the sustainability of the global economy
prompt the Bank to continue to pursue a growth-yet-
prudent strategy in the second half of the year. In its
continuous efforts of establishing the local franchise,
the Bank will strengthen its brand equity and continue
to expand its customer base. The Bank will continue
to invest on information technology, particularly on
infrastructure and enhancements on risk and business
application systems with a view to improving product
and service delivery. The signing of the Economic
Cooperation Framework Agreement (“ECFA") between
Taiwan and Mainland China will further strengthen
cross-straits economic and financial sector interaction.
Benefiting from the strong support of Fubon Financial,
and by leveraging on Fubon Financial’s growing
presence in mainland China, the Bank is well positioned
to capitalize on the burgeoning trade and investment
flows in the Greater China region.
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Interim Financial Report

B R

The Directors have pleasure in presenting the unaudited
interim consolidated financial report of Fubon Bank
(Hong Kong) Limited (“the Bank"”) and its subsidiaries
(collectively “the Group”) for the six months ended 30
June 2010.

COMPLIANCE WITH THE BANKING
(DISCLOSURE) RULES

The unaudited interim financial report on pages 21 to
89 together with the unaudited supplementary financial
information on pages 90 to 122 comply with the
Banking (Disclosure) Rules issued by the Hong Kong
Monetary Authority.

COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES

The Group is committed to the highest standards of
corporate governance including but not limited to strict
adherence to the principles and all Code provisions set
forth in the Code on Corporate Governance Practices
(the “Code”) in Appendix 14 of the Rules Governing
the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) throughout the
accounting period for the six months ended 30 June
2010.

The Audit Committee of the Bank has reviewed the
results of the Bank for the six months ended 30 June
2010.

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.

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 2010, and received confirmations from all
Directors that they have fully complied with the required
standards set out in the Model Code.
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Interim Financial Report FHAE#5 3R

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 2010 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:

EERTHRARRERS - HE
R4 RESHEENLR

RZB—BFRA=+THEEZAKT
§$&ﬁﬁkﬁ%ﬁ$ﬁﬂ§ &5 B 160
ZE 35216 TEE’J%%&??EWE%WJ%
&/iﬁ)}fuﬂﬂﬁﬂP A E 2R
NEE iﬁﬁmﬂ‘l#@ﬁﬁ%ﬁﬁﬁﬁ@ﬂ((%
MaizE|) Btz

Ordinary shares in Fubon Financial of NT$10 each
EACEEREET THAREERS

Name Personal Family
#e fBA 3
Ming-Hsing (Richard) TSAI

SRR 216,504,280 23,736,564
Ming-Chung (Daniel) TSAI

L 229,536,304 33,174,166
Pei-Hwa Thomas LIANG

R 37,000 =
Victor KUNG

BR1T 305,571 -
David CHANG Kuo-Chun

KRE 750,000 -
Notes:

(1) 1,792,909,232 shares were held through corporations
in which Mr. Ming-Hsing (Richard) TSAI, Mr. Ming-
Chung (Daniel) TSAI and other Tsai family members have
beneficial interest.

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.

14 Fubon Bank = #B4R1T

Total number of Percentage of total

Corporate shares held issued shares
S
] FERHAH RgzADY
1,792,909,232" 2,033,150,076 2498
1,792,909,232"" 2,085,619,702 25.26
- 37,000 0.0005
- 305,571 0.0038
- 750,000 0.0092

Bt -

(1) 1,792,909,232 J% % 17 1 % 184 B #5
B o MEEBRIE A - BB A RE A
BRI B R A 25 LB

2

B Lt FSN  AITES RITHRAEE
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OPTIONS AR

At 30 June 2010, the Directors and Chief Executive HRZ=ZZT—ZFXA=1+H ' THIET
of the Bank mentioned below held unlisted physically ZBERITHAEHFTEAIRBEH L
settled options to acquire the number of ordinary shares ~ SRREE 10 L & ¥ L@ 2 IE L™
of par value NT$10 each in Fubon Financial set against M E KRR 2 RRIE - ZZRRET)

their respective names. These options were granted for EHBEER —_ZTTLFREREERT
nil consideration by Fubon Financial during 2007. ZEEERITHARE -
No. o shares
No.of acquired
options No.of on exercise No. of No.of
outstanding options of options options options
at the granted during the forfeited outstanding Period
beginning during the firsthalf 2010 duringthe ~~ at30Jun 2010 during Exercise
of 2010 firsthalf 2010 HoE-2E fisthafoo)  BECE-3f which price
H-g-%¢ H-8-2f LHERE #-%-3% ARZ1A Date options are per
Name BRI H¥ERT2 AhERE ¥R WL granted exercisable share
#4 Ei LG AhESE bhvi AREHE ELLE gl k9m  SRRE
(NTS)
(§aH)
PeiHwa Thomes LIANG 1400000 - - - 1400000 31 Jul 2007 31012009 i
iz TEME t030Jul2012%*
th=T-B EEAEACT-A
BR-CELACTR*
1820000 - - - 1,820,000 7Dec 2007 7Dec 2009 %67
55t 106 Dec 2012¢
BB CEERECAR
o 3 i
3220000
Michael CHANG 1,085,000 - - - 1,085,000 31 Jul 2007 31012009 i)
Ming-Yuen 55t 1030Jul 2012%
i th=t-B ZEEnECACT-A
EI3CECASTR*
1416000 - - - 1416000 7Dec 2007 7Dec 2009 267
CEEtE 106 Dec 2012
T2RtR ZEENETALA
ER-CE AR
2501000
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OPTIONS (continued) RIRRE ()
No. of shares
No. of acquired
options No.of on exercise No.of No.of
outstanding options of options options options
atthe granted during the forfeited outstanding Period
beginning during the firt haff 2010 duringthe 4t 30Jun2010 during Exercise
of 2010 firsthalf 2010 HoE-3F  fisthafoo  BEC3-3f which price
H-%-%% H-%-5% L¥ERR H-%-%% R Date options are per
Name Ellafife L¥ERTZ e LM Bz granted exercsable share
#4 AREEE AHEEE blivtE AhEEE phLLE et k88 SRR
(NS
(§4%)
James YIP 542500 - - - 542,500 31Jul2007 311Jul 2009 P}
i CERtE 030U 2012%
AR ZEEREEAST-A
BoR-CRLASTR*
1411,000 - - - 1411,000 7Dec 2007 7Dec 2009 %7
ENE 106 Dec 2012
TZAtE CEENETZRAA
F S e
1953500
Victor KUNG 1410000 - - - 1410000 31.Jul2007 311 Jul 2009 B
Ly} CERtE 030 2012%
tA=t-R _”nﬁtﬂ +-A
BoE-CERAEA*
2830000 - - - 2830000 7 Dec 2007 7Dec 2009 %7
CERtE 106 Dec 2012%
T2RR CEERETCAA
o S Y
4240000
David CHANG 1400000 - - - 1400000 31.Jul2007 311Jul 2009 i}
KuoChun CERtE 030l 2012*
GRE tR=T-B ZEERECA=TA
BIR-CELASTR*
280000 - - - 28000 7Dec 2007 7Dec 2009 %7
ZB5tE 106 Do 2012
toReR CEERETCAER
FE S
420000
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OPTIONS (continued) RIRHRE ()
*  50% of granted options are exercisable between 31 July — * B FiRR#EH50% AJ R = FZ N F
2009 and 30 July 2010 +tA=+—HAEZ=—F—FF+tH=+H
HREITIE
75% of granted options are exercisable between 31 July ERFRRESNT75% IR =F—FF
2010 and 30 July 2011 +tA=+—HE—F——%+t/F=+H
HirTE
100% of granted options are exercisable between 31 July ER TR 100% IR =F——4F
2011 and 30 July 2012 +tA=+—HZ=F——F+A=+H
HETE
#*  50% of granted options are exercisable between 7 % ERTFBREN0% TR=FZNF
December 2009 and 6 December 2010 +toAtAZR=—E—ZFFEL+=—ANAH
BI7TE
75% of granted options are exercisable between 7 ERFRRENT5% IR =F—FF
December 2010 and 6 December 2011 +oAtHE=E——FF+=A~NAH
BITTIE
100% of granted options are exercisable between 7 ER TR 100% IR =F——4F
December 2011 and 6 December 2012 T AtHE=E——F1+—A~NHAE
BT
SUBSTANTIAL SHAREHOLDERS AND FERRREMAL

OTHER PERSONS

As at 30 June 2010, the register of substantial RZ=ZT—ZFA=1+H ' XTEHK
shareholders showed that the Bank had been notified of ~EZREEZMAEBTIIATHES
the following interests, being 5% or more of the Bank's ~ ZANTTE Z1TAEAN 5% sk A E RS ©
issued capital.

Ordinary shares of  Percentage of total

HK$1 each shareholding
BREE1ET IR RE
ZER 5 ADk
Fubon Financial Holding Co., Ltd.
ERERIERRNER AT 879,120,000 75
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Interim Financial Report HAE#5 3R

DIRECTORS

The Directors in office during the six months ended 30
June 2010 and at the date of this report were:

Executive Directors

Pei-Hwa Thomas LIANG (Managing Director)
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

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 2010. Neither the
Bank nor any of its subsidiaries has purchased or sold
any of the Bank's shares during the period.

18 Fubon Bank = #B4R1T
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INDEPENDENT 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 89, which comprises the consolidated
balance sheet of Fubon Bank (Hong Kong) Limited as at
30 June 2010 and the related consolidated statement
of comprehensive income, 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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Independent Review Report &3 MR &

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 2010 is not prepared, in all material
respects, in accordance with Hong Kong Accounting
Standard 34 “Interim financial reporting”.

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

Central, Hong Kong

Hong Kong, 10 August 2010
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Consolidated Statement of Comprehensive Income (Unaudited)

e EWER CREER)

For the six months ended 30 June 2010 H#ZE=

Interest income
Interest expense

Net interest income
Fee and commission income
Fee and commission expense

Net fee 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
Write back of impairment losses
on investment in an associate
Write back of impairment losses
on assets acquired
under lending agreements

Impairment losses
Net gains on disposals
of available-for-sale securities
Net losses on disposals of
fixed assets
Share of profits of an associate

FEBA
FEH

FFRBBA
ZRARBEKA
EREAEXh

FEARMAEZWA

BB ERES
ZEHERE

Hi 2@ WA

BEBA
BEXH

Rtz &R EREEAT
RERA
EFERZRERR

A ERE
REEE

HEE R ER
AEMEEE%EZE%

REERGHE
AERERRZ BB

ERR

HER I EES
g

HERFEEZ
R

it Nl
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Note
Hat

4(a)
4(b)

5(a)
5(b)

21

T-ZFRNA=tTHIEZAREA

For the six months ended

30 June 2010 30 June 2009
BE-2-BF HE_TTNHF
ARA=Z+AHL ANA=THIE
2~ @A Z7~EA
HK$'000 HK$'000
FET FHET
(Restated)
(E3t)
597,678 861,572
(142,630) (261,659)
455,048 599,913
169,377 124,524
(37,179) (34,572)
132,198 89,952
(5,595) (78)
21,013 61,381
602,664 751,168
(410,750) (463,372)
191,914 287,796
(48,008) (206,247)
(18,404) (26,416)
12 95
433 3,900
(65,967) (228,668)
43,594 47,909
(20) 8)
13,376 7,512
21



Consolidated Statement of Comprehensive Income (Unaudited) R & 2 E W E T CREEZ)

For the six months ended 30 June 2010 HZ—=

Profit before taxation
Taxation

Profit for the period

Other comprehensive income for

the period, net of tax:
Available-for-sale securities: net
movement in investment
revaluation reserve
Exchange differences on
translation of an associate

Total comprehensive income
for the period

Profit attributable to:
— Equity holders of the Bank
— Minority interests

Profit for the period

Total comprehensive income
attributable to:
— Equity holders of the Bank
— Minority interests

Total comprehensive income
for the period

Earnings per share
(Hong Kong cents)

The notes on pages 27 to 89 form part of these financial
statements. Details of dividends payable to equity
holders of the Bank are set out in note 37(d).

b |7<1 Hit 2w

HIREFIs R

E-ZFRA=THILEZREA

For the six months ended
30 June 2010 30 June 2009
BE-2-BF HE_ZTTNHF
ARA=Z+HLE ANA=TAILE

Z~fBA Z7<ME@A

Note HK$'000 HK$'000
Htat FHET FAT
(Restated)

(&)

182,897 114,541
10(a) (29,602) (13,893)
153,295 100,648

11 22,187 146,732
3,362 (256)

178,844 247,124

153,535 100,842
(240) (194)

153,295 100,648

179,084 247,318
(240) (194)

178,844 247,124

12 9.54 5.03

HRF 27 BE-I A it AILE
M MmE 2 — 359 o BAARITR
B BB FHBEAMIFES7(d) »
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Consolidated Balance Sheet (Unaudited)
meBE8ER Gk

EEX)

As at 30 June 2010 RZZE—ZF X A=+H

ASSETS

Cash and short-term funds

Balances with banks and other
financial institutions

Trading securities

Financial assets designated at
fair value through profit or loss

Derivative financial instruments

Advances to customers less
impairment allowances

Other loans and receivables

Accrued interest and other assets

Available-for-sale securities

Held-to-maturity investments

Interests in associates

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 liabilities

Deferred tax liabilities

Subordinated notes issued

Note
Bzt
BE
ReREHER 14
RITAZE R E S BE
FEF S 15
FHER SRk 2% 16
EERBBERARBR
NFEEZCMEE 17
TESRTA 18(b)
@}EE\M
B 19
H A B R R R 20
et R REMEE
ARHERS 21
%éﬂ%ﬁ?ﬁﬁ 22
KBS AR 2 s 23
EEEE 24
EERIRAE 33
b=
RITRE 2 TR A% 25
BFEX 26
RGFAEATZAE 27
HERBRERARR
NFEEZSHMEE 28
BEITENE 29
BRITERE S 30
TEERIA 18(b)
HitaE 31
EEREAE 33
BEITRERER 34
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As at
30 June 2010 31 December 2009
n=2-%5 RZZTHE
AA=tH ~A=1H
HK$'000 HK$'000
TER TEL
3,513,687 5,414,889
1,157,596 367,677
251,013 105,522
652,467 641,737
622,954 632,010
27,583,685 28,571,967
3,101,051 3,392,218
825,711 1,611,237
18,521,831 17,939,073
908,720 902,222
403,829 386,510
1,062,061 1,079,094
16,451 35,144
58,621,056 60,979,300
2,997,359 2,424,903
43,274,775 46,602,175
203,848 14,275
261,876 201,096
651,975 322,100
193,819 268,791
754,588 651,896
3,595,246 3,919,179
58 68
1,632,123 1,640,257
53,565,667 56,044,740
23



Consolidated Balance Sheet (Unaudited) 4ra B EEEBER (REFEX)
As at 30 June 2010 R=Z—ZFA=+H

As at
30 June 2010 31 December 2009
gt S 223 RZZTThEF
~B=+AH AB=*+H
Note HK$'000 HK$'000
3 FET FHT
EQUITY g

Share capital (%N 35 2,097,519 2,097,519
Share premium %17 % (B 36 749,778 749,778
Reserves 3] 37 2,205,641 2,084,572
Shareholders’ funds KTREES 5,052,938 4,931,869
Minority interests DER R 2,451 2,691
5,055,389 4,934,560
58,621,056 60,979,300
Approved and authorised for issue by the Board of LEEEN_T—TF/\A+H

Directors on 10 August 2010. ﬁiﬁ&?’ﬁﬁéﬁﬁﬁﬁ
Victor KUNG Robert James KENRICK Pei-Hwa Thomas LIANG

Director Director Director
BX1T HiEg RITE
E=a EEa EZE

The notes on pages 27 to 89 form part of these financial

statements.

Fubon Bank & #B4R7T

HNE 27 EE8I B LR RILE

BiEHRE 2 — 8o

o
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Consolidated Statement of Changes in Equity (Unaudited)
FEEREBHRER (REEX)

For the six months ended 30 June 2010 HEZ=ZZ—ZF A=+ HIEZEA

Attributable to equity holders of the Bank

BRHAER
Capital Investment ~~ Foreign
Share  redemption Requlatory  revaluation  exchange Minority
Share ~ premium resenve Capita Teserve reseve  resene  Retained interests Total

capital Bt B resene pid i A& eamings Total Ll equity

i B RERE  EAGE BE  EEHE  EEEE  Rem B8 BRRE hueE
HKS000 HKS 000 HK$ 000 HKS 000 HKS000 HKS 000 HKS 000 HKS 000 HKS000 HKS 000 HKS 000
i T TR TR TR TR TR TR TR TRt TAT

At 1 January 2009 RoERNE-A-B 2097519 7978 0 12969 B2 (66N - 150088 47T 3ME 47097

Totel comprefensive EhiEhE

income forthe period - - - - - 167 (56 100842 w7318 (194 271
Dividends approvedand ~ REFEEREN

padnrespectotte  H-EERERS

previous fingncil yesr - - - - - - - (7R 758 - (1
Preference share dhidend  EIERERRRE

paid during the period - - - - - - - 0% (9% - (3%
Equiy sefted shareesed I EEERS

fransactions ERIR - - - - - - - w0 - il

At30 June 2009 RIETAERAZTE 2000 T8 0 W6 1B (298 (26 163037 49T 298 4912675

At 1 January 2010 #o%-%6-A-8 2001519 9T d2000 1564 1A 85T 67 1493033 4931869 2691 4934560

Totel comprefensive Bh3EhE
income for the perod - - - - - oW 3362 19353 179084 (240) 178,844
Dividends qomrovedand ~ FEREER]
dnrespectoftie £

previous financil yeer - - - - - - - (meg)) (17582 - (1758
Preference share dhidend  EEFERHHRE

paid during the period - - - - - - - M%) wme) - M)
Fouty setted shareased  HFEGER

transactions - - - 1489 - - - - 1489 - 1489
At30 Jung 2010 2007519 T4TI8 3200 1A 1A 50764 3429 1587064 5052938 2451 5055389
The notes on pages 27 to 89 form part of these financial HRNE27BEE89B 2 AlE
statements. KRz —Hn

Fubon Bank E#B4R7T Interim Report 2010 4 F #f & 25



Condensed Consolidated Cash Flow Statement (Unaudited)

BRGERERBR CREER)

For the six months ended 30 June 2010 HE=Z—ZF A=+ HIEZ A

Cash generated from/(used in)
operations

Tax paid

Net cash generated from/(used in)
operating activities

Net cash used in investing
activities

Net cash used in 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

Placements with banks and other
financial institutions with original
maturity within three months

WA/ (ZH) %58

[BABEEn

BERHRE
WA () 58

REERDH RS
SR

MEED RS
SR

HekERKRSER
23/ (i) S8

R—A—BZzH2K
ERFALER

WRA=+THEZHE
rERBFLIAR

He REFHEEER
I

Re RRTTRZELER

BAKEHIER

RER=MEAR
FHZ BB

FRER=MEA RIS
ZRITE EHGR

The notes on pages 27 to 89 form part of these financial

statements.

For the six months ended
30 June 2010 30 June 2009
BE-¥-¥F BE_TENF

XA=+tALE  AA=tAL
2AEA ZAMEA
HK$'000 HK$'000

Tt T
618,114 (1,273,272)
(5,049) (6,197)
613,065 (1,279,469)
(13,985) (12,116)
(488,679)  (2,061,232)
110,401 (3,352,817)
5,592,160 9,054,961
5,702,561 5,702,144
2,481,982 909,098
1,031,705 3,209,574
2,111,803 1,160,969
77,071 422,503
5,702,561 5,702,144

HNE 27 EEE8I A ZHIFETRA
BigHRRz —#y -

Fubon Bank & #B%R77 Interim Report 2010 R HidR &



Notes to the Unaudited Interim Financial Report

xR

Fubon Bank & #BR7T

REZP MR E R

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
2010 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 and the unaudited
supplementary financial information 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 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 2009 annual financial statements. A
number of new and revised Hong Kong Financial
Reporting Standards have become effective in
2010, but none of these have had a material effect
on this interim financial report.

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 and
reported amounts of assets and liabilities, income
and expenses on a year to date basis. Actual results
may differ from these estimates.

Interim Report 2010 4F 1 #$R &5

1.

¥BRATMBEESR

EHRT(FB) AR
TDEBEDTTRME R RRM
—RIRIT - S B RARRRTS -

BEERR ARER-_Z—%F
NRAZTAMNERB QR KR
BRI RERERMERBROER
AE([EHAEE]D - ZRFRTF
EREEMKYL - B—KeRD
ES S

BEZEREE

AR EIE I3RS R EZ T
MBEMTIRIBEEEBRAR SR
BERARES LWRAEBME
BEZHRERBESITMASR
BB GEERIE 34 5 [ E
BHHE] URBESHERR
(T2ER)BEMZRITECE)
RAZREREMRR -

AR ERBA T IR MO AR B A
ZETNFERBAMRKZ G5
BERITER B - BETHE
BUBEHREEALEFTER -
—TEEY - BHAHHHBER
EWEEAFE -

RRE B G ETHER £ 34 5 AR ELH
MBmEFTEEREEL M -
R MR - FHE - ARt Rk
PR EEHROER AR
BABRFHEREHAHRIZR
REEREE BARZHZE
o BRERAA R EGET T
RER -
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Notes to the Unaudited Interim Financial Report AR &&24% 5 HABHF5 3R 2 i E

2. BASIS OF PREPARATION (continued)

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
2009 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 independent 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 2009 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 2009 are available from the Bank's
registered office. The auditors have expressed an
unqualified opinion on those financial statements in
their report dated 9 March 2010.

BEZREREE(H)

AR BHREBREHREEH
BIE R EB BT - B 5
FENRE BHRTHEER
SERHE_ZFZNEFREUBER
FUAR - WA MEERE
TENEHEREEYENSE
MRS it RS S B
Mg EmE R E D HAA MR EY
AEERBEEEVBREER
MEHZ2DHBREZME

KNP SRS AARKEEZ B
EHRESHSTMEBAMRIES
eI A EMNBEERME
BIIZE 2410 5% [ B 1% EA0 % 5
FISERMNER ] #1TEM - 25
BEMESRAEESRE Y
EHREHNRFEI19E208

AR BHREAMBEREE
ZETAFF+ A=+ —HLY
BEE M BERL TERATT
REZMBREFERE R ERBRS -
HDREZERBRS - BHEZ
ZETNF+_A=+—HILFE
ZEEMBIRE W NAITZEM
MERRIN - ZEMER =T —
TEZANARZETBERE S
REREER -
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Notes to the Unaudited Interim Financial Report A 4&&#% T HIBI 3R & FitsE

3. BASIS OF CONSOLIDATION

3. HREZEE

This interim financial report covers the consolidated BREBHAN

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 unaudited

A I B RS
BREEMRT(FE)ERAFL
HAMEWBRARZEERR - B
EERSAN HRf 22 %A
N R R T AR T

supplementary financial information. (A) A (C) °
4. INTEREST INCOME AND EXPENSE 4. FMEWMARZH
(a) Interest income (a) FIEUA
For the six months ended
30 June 2010 30 June 2009
HE-3-3% BE-TThE
AA=+AL AA=tALE
Z2A~fER 2~ EA
HK$'000 HK$'000
FiEn FET
Listed investments L& 184,170 185,266
Others Hity 401,672 663,384
Interest income on financial assets ~ JFEBEHR
that are not at fair value through R AFEEZ
profit or loss SREEZFIEBRA 585,842 848,639
Interest income on trading securities BERGRRZ
EHZPBHA
- listed investments - FRE 9 365
- unlisted investments —¥EmiRE 917 440
Interest income on financial assets EERBRERNRE
designated at fair value through AYEEZEREE
profit or loss ZFBHA 10,910 12,128
597,678 861,572
Fubon Bank & #B%R77 Interim Report 2010 iR HidR & 29



Notes to the Unaudited Interim Financial Report &8t HiBHFE3R & Bt st

4. INTEREST INCOME AND EXPENSE

(continued)

(b) Interest expense

Deposits from customers,
banks and other financial

institutions and certificates

of deposit issued

Debt securities issued which are
wholly repayable within 5 years

Other borrowings

Interest expense on financial liabilities
that are not 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

B RIAER
Hir S RgE
FRRDRTENE

ARDFRTEEEL
BRTERES
HifER

RRDVPEEZ &R
BEZRSXH
LFEETREZMESH

EERBBRENRBRAT
BEZERARE
ZFBXH

Fubon Bank & #B4R7T

FEWARZH (&)

(b) FBH

For the six months ended
30 June 2010 30 June 2009
HE-Z-2% HE-ZThE
AA=tAL AA=TAELE
ZAfEA 2~ EA
HK$'000 HK$'000
Tign FET
129,243 243,942
1,178 4,345
3,707 5,375
134,128 253,662
1,508 1,336
6,994 6,661
142,630 261,659

Interim Report 2010 4F 1 #$R 25



Notes to the Unaudited Interim Financial Report 74824 HRBHF5 3R 2 i 5E

5. FEE AND COMMISSION INCOME AND

EXPENSE

(a) Fee and commission income

5. EARASHARZH

(a) BARMEWA

For the six months ended

30 June 2010 30 June 2009
BE-_Z-TF HE-_TZTIHF
RNA=t+HLE NA=+AHLE
ZAER Z7~EA
HK$'000 HK$'000
FEx FHT
(Restated)
(&Eit)
Credit related fees EEHEERRAS
and commissions 26,018 10,465
Trade finance EomE 4,613 6,090
Credit cards [E:RS 45,525 40,432
Securities brokerage and BRI AR B RS
investment services 23,292 24,313
Insurance RER 32,416 16,939
Unit trust commission BhiEEAE 19,458 14,739
Other fees Hib& A 18,055 11,546
169,377 124,524
of which: Hep:
Fee and commission BRARMSBARE :
income arising from:
- Financial assets or financial —IEIEE BiBiBER
liabilities which are not AR AFEEZ
designated at fair value PREENEREE
through profit or loss 48,533 56,783
— Trust or other — (ST EMZEER
fiduciary activities 714 692

Fee and commission income arising from trust
and other fiduciary activities relate to fees
from asset management activities where the
Group will hold assets or invest on behalf of
customers.

Certain comparative figures have been
reclassified between “Fee and commission
income” and “Other operating income” to
conform to the current period’s presentation.

Fubon Bank & #B%R77 Interim Report 2010 iR HidR &

BERARASBARBETELEM
EREG BAKERAEERE
EBPREAEFHBAESE
ITAERAMKEEE AR -

REFIH—B - ARECH [ER
RAEBA IR EMEERA L
ATHREBERER -
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Notes to the Unaudited Interim Financial Report &8 & HiBHFE3R & Bt st

5. FEE AND COMMISSION INCOME AND 5.

EXPENSE (continued)

(b) Fee and commission expense

Handling fees and commission FEZL{ES

Other fees paid HibE &R

of which: Hep

Fee and commission BRRAEX
expense arising from: HokE -

— Financial assets or —3EEE ARBEE
financial liabilities which RMATEE
are not designated at fair ZeRMEEK
value through profit or loss TRAaRE

BRARMAESWARZE ()

(b) BARMAEXRH

For the six months ended
30 June 2010 30 June 2009
BE-2-28F HBE_ZTTNF
ANA=+HL ANA=FAILE

ZREA 28R
HK$'000 HK$'000
FiEx TR
25,747 19,465
11,432 15,107
37,179 34,572
20,804 26,874

32 Fubon Bank & #B%R77 Interim Report 2010 R HidR &



Notes to the Unaudited Interim Financial Report 7482 4% 5 HRBHF5 3R 2 i 5E

6. OTHER OPERATING INCOME 6. HfnzEWA
For the six months ended
30 June 2010 30 June 2009
HZE-®-3% BE-ZTNhE
AA=+AL AAZ+ALE
2~ f8A P
HK$'000 HK$'000
FHT THT
(Restated)
(Bit)
Gains less losses from dealing REWHHER
- Foreign currencies —5NE (64,675) 79,495
- Trading securities ~HERDHRBES 5,341 13,562
- Other dealing activities * -HHEERS* 20,317 23,735
- Short selling activities ~EZ=R5 112 1,114
(38,905) 117,906
Net hedging income from AFEEEHZFHARBA
fair value hedges
Net gain/(loss) on hedged items B RERAEE 2
attributable to the hedged risk HRIBE 2FE/(BE) 132,935 (35,580)
Net (loss)/gain on hedging instruments R TAZF(B8B)/ W (132,935) 35,580
Net (loss)/gain on other financial EEBEBERURBAT
instruments designated at fair BEZHMEMIAY
value through profit or loss (BB W
Net loss on sale of other financial HEET AiRAERN
instruments designated at fair REATFEEZ Hth 2R
value through profit or loss TIAZFER - (1,633)
Revaluation (loss)/gain on other financial EERBBBEURBRAT
instruments designated at fair BEZEMERIA
value through profit or loss ZEEF(ER) /i (48,333) 29,148
(48,333) 27,615
Gains less losses from other financial BREERAIR A e
liabilities measured at amortised cost BABzEREE 1,153 (10)
Revaluation gain/(loss) on derivative fTEemIAY
financial instruments Bt/ (B18) 95,701 (99,031)
Dividend income from listed A E FThES
available-for-sale securities ZBREBA - 501
Dividend income from unlisted AHHEFEMmES
available-for-sale securities ZBREBA 6,002 7,154
Rental income JEE N 823 371
Others Hity 4,572 6,875
21,013 61,381
Fubon Bank E#B4R7T Interim Report 2010 4 F #f & 33



Notes to the Unaudited Interim Financial Report AR &&24% 5 HABHF5 3R 2 i E

6. OTHER OPERATING INCOME (continued)

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

Certain comparative figures have been reclassified
between “Fee and commission income” and
“Other operating income" to conform to the current

period’s presentation.

OPERATING EXPENSES

Salaries and other staff costs

Premises and other fixed assets
Rental of premises
Depreciation (Note 24)
Others

Auditors’ remuneration

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

and computer systems
Others

HEREMEERAR

M REMETEE
MERS
e (Mi5E24)
Hith

et Gl

Hith i@
HIEHE
EEEMER
A
BFEREE

REIMELG

Hith

Fubon Bank & #B4R7T

6.

HttgE WA (&)

* EMEERSOEEFEEITLDH
TR BERFHAGFE  BRERE
HEETFRER -

REFIH B ARECH [ER
FARE A R Efb=Eg Az

ETHRBBIELSER -
BB
For the six months ended
30 June 2010 30 June 2009
BE-Z-2F BE_ZTTNF
NA=tHL ANA=FHIE
28 A ZNMER
HK$'000 HK$'000
FET FHET
224,859 254,047
22,301 24,299
30,998 33,602
9,311 9,992
1,508 1,191
23,412 30,495
9,537 15,454
11,818 14,288
39,229 36,076
37,777 44,028
410,750 463,372

Interim Report 2010 4F 1 #$R 25



NET GAINS ON DISPOSALS OF AVAILABLE-
FOR-SALE SECURITIES

Notes to the Unaudited Interim Financial Report A 4&&#% T HIBI 3R & FitsE

8. HEWHBERSZFWEGE

For the six months ended

30 June 2010 30 June 2009
BE-Z-2F BE=_ZTTNF
ANA=tHLE NA=+HLE
28R 28R
HK$'000 HK$'000
FHET FET
Realisation of revaluation BERNREEHFEEN
surplus previously R EMR
recognised in the investment ol e
revaluation reserve (Note 11) IR (HsE11) 18,639 22,762
Net gains arising in the current period HiA;F Uz 24,955 25,147
43,594 47,909

9. IMPAIRMENT LOSSES ON ADVANCES TO 9. BFERZRERR

CUSTOMERS
For the six months ended
30 June 2010 30 June 2009
BE-T-ZF BE-TTNEF
AA=tALE ANA=TALE
ZAfEA 28R
HK$'000 HK$'000
FiEn FET
Impairment losses (charged)/released B (k) BEzEFER
on advances to customers (Note 19(b)) (&S (FifE19(0))
- Additions —3Em (86,744) (245,382)
- Releases —fm 38,736 39,135
(48,008) (206,247)

RAREHE - REPEFIN -
I 8 o EL A A SR R B R R SRR (B
EBR(ZZTNF &) -

There were no impairment losses recognised
on loans and advances other than advances to
customers during the reporting period (2009: Nil).
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Notes to the Unaudited Interim Financial Report &8 & HiBHFE3R & Bt st

10. TAXATION IN THE STATEMENT OF

COMPREHENSIVE INCOME

(a) Taxation included in the profit for the
period

The provision for Hong Kong Profits Tax for
2010 is calculated at 16.5% (2009: 16.5%)
of the estimated assessable profits for the
six months ended 30 June 2010. Taxation for
overseas subsidiaries is similarly calculated
using the estimated annual effective rates of
taxation that are expected to be appropriate in
the relevant countries.

Current tax - Hong Kong Profits Tax ~ EDEi# 18- F8AEH
Tax for the period BNHIA
Over-provision in respect of prior years ~ BEFEEE BT

Current tax - Overseas Tax B EABiE — AN
Tax for the period HATE
Under-provision in respect of prior years BEFEEETR

Deferred tax EEBE
Origination and reversal of temporary ~ EE4ZBEAR
differences (Note 33(a)) e (P 33(a))

Fubon Bank & #B4R7T

10. 2 EWHERANBIER

(a) MEARIERERNHIE

—E-TEEENNESHEET
BEHEE-_T-—ZFA=+H
b2 NEA Z Gt R BEF 2
16.56% (—ZZNF : 165%) 7t
g BB AT RIEREA
BRRBRAZ AT FEEERHE

B -
For the six months ended

30 June 2010 30 June 2009

BE-Z-2% HE-TThE

AAZTAL NA=TAELE

Z~f8A ZNMEA

HK$'000 HK$'000

FER FET

8,515 13,385

(72) -

8,443 13,385

103 1

27 -

130 1

21,029 507

29,602 13,893
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Notes to the Unaudited Interim Financial Report A 4&&#% T HIBI 3R & FitsE

10. TAXATION IN THE STATEMENT OF
COMPREHENSIVE INCOME (continued)

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

Profit before taxation Gyl

Notional tax on profit before taxation, BBt AT&H 2 st HE -
calculated at the rates applicable to EUEEERERZ
profits in the countries concerned JERBI X

Tax effect of non-taxable revenue
Tax effect of non-deductible expenses

FERRBRAZ AT E
AR 2 R &

Tax effect on deemed profit BiERFHERE
Over-provision in respect of prior years ~ BEFEEE BT
Actual tax expense BEREXL

Fubon Bank & #BR7T

Interim Report 2010 4F A1 H$R 25

10. Z2E W EH R ABIBIA (F)

(b) iR 3% H BR324 F FERR B 2R
FTEZEFHRR M 2 $ iR

For the six months ended

30 June 2010 30 June 2009
HE-Z2-%F HEZZTNE
AA=tALE NAZTHELE
Z~8R Z~ER
HK$'000 HK$'000
TER FER
182,897 114,541
30,178 18,899
(3,212) (6,698)
2,578 1,692

103 -

(45) -

29,602 13,893
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Notes to the Unaudited Interim Financial Report AR &&24% 5 HABHF5 3R 2 i E

11. OTHER COMPREHENSIVE INCOME

Available-for-sale securities: AftNEES

Changes in fair value recognised BaERz ATERED
during the period

Amortisation of previous revaluation EFAEARER

deficits recognised on available-for-sale  RAEMFIE At

securities which were subsequently

reclassified as loans SftEHEE
and receivables
Amounts transferred to profitor loss: ~ BZER7EH -
- gains on disposal (Note 8) — B & (MEs)
~ impairment losses —REEE
Share of changes in fair value of EEBERRZ
available-for-sale securities A EES
held by an associate ATEEEE
Deferred taxation (Note 33(al) IERERTE (7% 33(a)
Net movement in the investment BRRE A2 ERE R
revaluation reserve during the IRASHRBRTFEY

period recognised in other
comprehensive income

12. EARNINGS PER SHARE

The earnings per share is calculated on profit
attributable to equity holders of HK$153,535,000
(2009: HK$100,842,000) net of preference share
dividend of HK$41,703,000 (2009: 41,850,000)
and 1,172,160,000 (2009: 1,172,160,000) ordinary
shares in issue during the period. There is no
convertible loan capital, options or warrants
outstanding which would cause a dilution on the
earnings per share.

38 Fubon Bank & #B4R7T

1. Etb 2wk

HEEFRARFRERZ

For the six months ended

30 June 2010 30 June 2009
HE-Z-2% HE-TThE
AA=tAL AA=TAELE
ZAfEA 2~ EA
HK$'000 HK$'000
Tign FET

6,808 161,961

14,966 18,981
(18,639) (22,762)
16,122 24,581
584 (252)
2,346 (35,777)

22,187 146,732

12. SREF

B B ) T 3% B R A% B A v
153,535,0008 L (ZETNF ¢
100,842,000 7T ) $0 K& & 75 B A%
£.41,703,0008 T ( ZEZTNF :
41,850,000) R A EAAE 31T E B
§1,172,160,000 (=== A,
£ :1,172,160,000% ) 5t & - A&
T EERRITEZ AT RREE
BRI RREeHERA
PR B R 2 -
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Notes to the Unaudited Interim Financial Report 7482 4% 5 HRBHF5 3R 2 i 5E

13. SEGMENT REPORTING

Segment information is presented in respect of
the Group's operating segments which are the
components of the Group about which separate
financial information is available and evaluated
regularly by the Chief Executive Officer in deciding
how to allocate resources and in assessing
performance.

Several key changes in 2010 internal management
reporting methodology are set out below:

— The Mass Market business is grouped under
Wealth Management in 2010 as opposed to
Consumer Banking in 2009;

- A new department, Funding Centre, is
established in 2010 to closely monitor the
overall funding, liquidity and interest rate risk
positions of the Group. This is considered to
be an operating segment as its results are
separately reported to the Chief Executive
Officer;

— In 2010, where operating income is derived
from the joint efforts of two operating
segments on a third-party fee-related
transaction, the operating income is split equally
between the relevant operating segments. In
2009, operating income (and the related funding
costs) derived from the joint-effort transaction
was recorded in all relevant operating segments
and the additional operating income recorded
from this treatment was eliminated on
consolidation;

— In 2010, the assets attributable to a transaction
with joint efforts of two or more operating
segments are no longer recorded in all
relevant operating segments and there are no
additional assets recorded and eliminated on
consolidation. In 2009, the assets attributable
to the transaction were recorded in all relevant
operating segments and the additional assets
recorded from this treatment were eliminated
on consolidation; and
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13. SEGMENT REPORTING (continued)

- In 2010, there is no apportionment of
centralised management overheads and only
wholly and directly attributable costs of support
units are charged to the respective operating
segments. In 2009, there was apportionment of
certain centralised management overheads and
all support units’ costs were allocated to the
respective operating segments.

Operating segments

The Bank and its subsidiaries are principally
engaged in the provision of banking and related
financial services. Reportable segments of the
Group are set out below.

Consumer Banking comprises credit card merchant
acquiring, provision of credit card advances,
mortgage lending and other consumer lending. For
consistently with internal management reporting,
provision of banking services to the Mass Market
segment, defined as those with a lower value of
assets under administration, has been grouped
under Wealth Management reportable segment
below.

Wealth Management comprises securities
brokerage, the sales and distribution of wealth
management products to wealth management
clients, defined as those with a higher value
of assets under administration, provision of
banking services to the Mass Market segment,
and provision of insurance and unit trust wealth
management services.

Corporate and Investment Banking comprises
the Small and Medium Enterprise business, and
the Corporate Banking business. The Small and
Medium Enterprise business 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.
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13. SEGMENT REPORTING (continued)

Operating segments (continued)

Financial Markets mainly engages in foreign
exchange and fixed income securities trading
activities and the marketing of investment
products.

Funding Centre manages the overall funding,
liquidity and interest rate risk positions arising from
banking activities of the Group.

Segment results, assets and liabilities

For the purpose of segmental analysis, the
allocation of revenue reflects the benefits of
capital and other funding resources allocated to
the operating segments by way of internal capital
allocation and fund transfer-pricing mechanisms. To
reflect the benefit of joint efforts of two operating
segments on a third-party fee-related transaction,
operating income derived from the transaction is
split equally and recorded in the relevant operating
segments. This treatment has been changed for
consistency with internal management reporting.
Previously, operating income (and the related
funding costs) derived from the joint-effort
transaction was recorded in all relevant operating
segments and the additional operating income
recorded from this treatment was eliminated on
consolidation.

Cost allocation is based on the direct costs
incurred by the respective operating segments.
For consistency with internal management
reporting, there is no apportionment of centralised
management overheads and only wholly and
directly attributable costs of support units are
charged to the respective operating segments.
Rental charges at market rates for usage of
premises are reflected in “Operating Expense”
and “Inter-segment Expense” for the respective
operating segments.
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Notes to the Unaudited Interim Financial Report AR &&24% 5 HABHF5 3R 2 i E

13. SEGMENT REPORTING (continued)

Segment results, assets and liabilities (continued)

Segment assets mainly include advances to
customers less impairment, investment in
securities and financial instruments, inter-
bank placements, current assets and premises
attributable to the operating segments. For
consistency with internal management reporting,
the assets attributable to a transaction with joint
efforts of two or more operating segments are no
longer recorded in all relevant operating segments
and there are no additional assets recorded and
eliminated on consolidation.

Segment liabilities mainly include deposits from
customers, certificate of deposit and debt securities
issued, inter-bank borrowings, and accruals
attributable to the operating segments.

In addition to receiving segment information
concerning profit before taxation, management
is provided with segment information concerning
revenue (including inter-segment lending), interest
expense, depreciation, amortisation, impairment
losses and additions to non-current segment assets
used by the segments in their operations.

Unallocated items mainly comprise the central
management unit, management of strategic
investments, premises and property management
and other activities which cannot be reasonably
allocated to specific business segments.

2010 segment information is presented in
two bases below, one based on 2010 internal
management reporting methodology and the other
one based on 2009 methodology for comparative
purpose. No restatement has been made to 2009
segment information.
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13. SEGMENT REPORTING (continued) 13. 7 EER (&)
Operating segments (continued) KEDE (.
2010 segment information prepared on the 2010 RIE2010FHARBERREMN 7
internal management reporting methodology is set ERREIE) 2010 D EBERIAT ¢
out below:

For the six months ended 30 June 2010
BEoE-ZERASTALZARR

Reportable

Corporate and Segments

Consumer Wealth ~ Investment Financial Funding Total
Banking  Management Banking Markets Centre B

HELR HEER bxem 02 #48 AH4E
HKS'000 HKS'000 HKS$'000 HK$'000 HK$'000 HK$'000
Tin TiEn TEn TERL Fir Fin

Net interest income FHERA 86,013 21,079 123,443 120,375 98,476 455,386
Qther operating income from RENREF

external customers EfEERA 61,464 99,551 30,556 8,212 (28,778) 171,065
Feeand commission expense  ERRALRE (20,215) (7,840) (992) (4.907) - (33,954)
Qther operating income EtEERA 41,249 91,71 29,564 3,365 (28,778) 1311
Operating income LN 127,262 118,790 153,007 123,740 69,698 592,497
Operating expenses 2EH (55,208)  (105,639) (42,630) (25,767) (1,734)  (230,976)
Inter-segment expenses Bttt (1464)  (16472) (1,510) - - (19,446)

Operating profit before gains
and impairment losses

70,592 (3321) 108,867 97973 67,964 342,075

Impairment losses on RPERZAEEE

advances to customers (8,385) (1,180) (40,023) - - (49,588)
Impairment losses on RS

available-for-sale securities EFE - - - (15,402) = (15,402)
Write back of impairment RESHRHAE

losses on assets acquired BENERE OA

under lending agreements - - 2 - - 2
Net gains on disposal of HEFHTERS

avallable-for-sale assets pactc: - - - 2,133 5,221 29,960
Profit/loss) before taxation REAET/ (858 62,207 (4501) 68,867 107,304 73,191 307,068
Operating expenses SETH-HTE

- depreciation (999) (4,090) (1,569) (641) m (7,306)
Segment assets HHEE 12191809 1392730 14890474 12165891 15852501 56,493,405
Segment liabilities Ak 370315 28498695 12,839,003 203847 10,854,664 52,766,524
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13. SEGMENT REPORTING (continued)

Operating segments (continued)

2010 segment information prepared on the 2009

13. DERER (&)
REDER ()

BRI 2009 FF K9 75 5 iR B LAVELEL R
E®8 20100 ERT ¢

internal management reporting methodology for

comparative purpose is set out below:

Net interest income

Other operating income from
external customers
Fee and commission expense

Other operating income
Operating income

Operating expenses
Inter-segment expenses

Operating profit before gains
and impairment losses

Impairment losses on
advances to customers
Impairment losses on
available-for-sale securities
Write back of impairment
losses on assets acquired
under lending agreements
Net gains on disposal of
available-for-sale assets

Profit/(loss) before taxation

Operating expenses
- depreciation

Segment assets

Segment liabilities

2 IELON
BENFEP
EfEEaA
BRRAETH
EEERA

BERA

CHE S

EPEFZHERR

AHERS
ZRERE

BEERGRNG
REREBRZEE

HER L E
2

WHATER/ (BR)

BEXH-HE

NHEE

>

NHER

For the six months ended 30 June 2010
HE-F-BERA=TALZAEA

Reportable

Consumer Corporate and Segments
Banking Wealth Investment Financial Total
HESMR  Management Banking Markets Lk
SEMS HEER rESR SRTE AHEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TET FiER TET FiERT
104,811 31,018 123,443 218,851 478123
79,674 98,295 35,594 2414 215,977
(26,766) (1,289) (992) (4,907) (33,954)
52,908 97,006 34,602 (2,493) 182,023
157,719 128,024 158,045 216,358 660,146
(105,620) (146,415) (91,982) (59,562) (403,579)
(1,464) (16,472) (1,510) - (19,446)
50,635 (34,863) 64,553 156,796 2371121
(8,424) (838) (40,007) - (49,269)

- - - (18,404) (18,404)

- - 23 - 23

- - - 29,960 29,960

42211 (35,701) 24,569 168,352 199,431
(999) (4,090) (1,569) (648) (7,306)
15,703,900 2719413 14,890,474 28,191,980 61,505,767
370315 28,498,695 12,839,003 11058511 52,766,524
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13. SEGMENT REPORTING (continued) 13. D ER (&)
Operating segments (continued) K& DI (HE)

For the six months ended 30 June 2009
BETTNEAA=TRLEZAAEA

Reportable
Consumer Corporate and Segments
Banking Wealth Investment Financial Total
HELMRE  Management Banking Markets Bk
ZEMS HEEE rELR SRS HHEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TAR Thx TER Th
Net interest income FHBA 83,384 41,003 198,657 282,338 610,382
Other operating income RENAER
from external customers Hing@lA 68,900 116,061 31,749 81,878 298,588
Fee and commission expense ~ ER L& (15,972) (4,765) (6,562) (7,609) (34,908)
Other operating income HthERA 52,928 111,296 25,187 74,269 263,680
Operating income 2BYA 141,312 152,299 223,844 356,607 874,062
Operating expenses BESH (104,137) (134,109) (117,998) (89,539) (445,783)
Inter-segment expenses EASEL (946) (15,400) (2,681) - (19,027)
Operating profit before gains ARt R &G
and impairment losses TEEF| 36,229 2,790 103,165 267,068 409,252
Impairment losses on REERZRERE
advances to customers (16,824) (1,418) (188,142) (867) (207,251)
Impairment losses on AREEES
available-for-sale securities ZREEE - - - (26,416) (26,416)
Write back of impairment losses 1B H1S
on assets acquired under AEREEHBOE
lending agreements - - (500) - (500)
Net gains on disposal of HETHRITE
available-for-sale assets BEZFNE - - - 35,222 35,222
Profit/(loss) before taxation BEAEH/ (B8) 19,405 1,372 (85,477) 275,007 210,307
Operating expenses BETN-WE
- depreciation (189) (3,008) (1,579) (3,144 (7,920)
Segment assets PHEE 15,845,129 2633477 17,842,993 32,072,383 68,393,982
Segment liabilities AHAE 2401862 29,713,751 14,329,784 12,761,651 59,207,048
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13. SEGMENT REPORTING (continued)

Reconciliation of Reportable Segment
Revenue, Profit & Loss, Assets & Liabilities

13. 2 EER ()

A FRERZETSUA ~ B S
B EEREBEZHER

Revenues

Reportable segment operating income

Elimination of inter-segment
operating income

Unallocated revenue

Consolidated operating income

Profit before tax
Reportable segment profit before tax
Unallocated operating income
Unallocated operating expenses
Write back of impairment losses on
advances to customers
Impairment losses on
available-for-sale securities
Write back of impairment losses
on investment in an associate
Write back of impairment losses on assets
acquired under lending agreements
Net gains on disposals of
available-for-sale securities
Net losses on disposals of fixed assets
Share of profits of an associate

Consolidated profit before tax

For the six months

ended 30 June 2010
HE-2-2F
AA=tHHLEZAMEA
HK$'000
FER
(2010 Methodology)
(ZB-BFH%)
WA
BLEEGE T T/ON 592,497
BEBEERAEH
(28,866)
FRAWHBA 39,033
IREGEIA 602,664
For the six months
ended 30 June 2010
HE-2-2F
AA=tHHLEZAMEA
HK$'000
FER
(2010 Methodology)
(ZB-BFH%)
BRBLATER
—f 33#&’\*%?%‘1 pictil 307,068
ZEWA 39,033
ﬂi’“ BETH (189,194)
BPER A ERBEE
1,580
AfRLEESREER
(3,002)
HEE R RAETANERR O
12
REERBEMEEERBER O
410
HE I SRS 2R
13,634
HEETEAEFER (20)
JE(REE D AR 13,376
FRBBAER 182,897
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Notes to the Unaudited Interim Financial Report A 4&&#% T HIBI 3R & FitsE

13. SEGMENT REPORTING (continued)

Reconciliation of Reportable Segment
Revenue, Profit & Loss, Assets & Liabilities

(continued)

Assets

Reportable segment assets
Unallocated fixed assets
Interests in associates
Unallocated other assets

Consolidated total assets

Liabilities
Reportable segment liabilities
Unallocated other liabilities

Consolidated total liabilities

aE
REHHEE
AEEEEE
N NG 3
RAOBAMEE

GREEER
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DEER ()

AR EREETSULA ~ B BES
B EERAEZHR A

As at 30 June 2010
R-Z-ZFXA=1H
HK$'000

TER

(2010 Methodology)
(ZB-BF5%)

56,493,405
576,414
403,829

1,147,408

58,621,056

As at 30 June 2010
RZB-ZFXA=+H
HK$'000

TER

(2010 Methodology)
(ZB-BF7%)

52,766,524
799,143

53,565,667
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13. SEGMENT REPORTING (continued)

Reconciliation of Reportable Segment
Revenue, Profit & Loss, Assets & Liabilities

(continued)

Revenues

Reportable segment operating income

Elimination of inter-segment
operating income

Unallocated revenue

Consolidated operating income

Profit before tax

Reportable segment profit before tax

Unallocated operating income

Unallocated operating expenses

Write back of impairment losses
on advances to customers

Write back of impairment losses
on investment in an associate

Write back of impairment losses on assets
acquired under lending agreements

Net gains on disposals of available-for-sale
securities

Net losses on disposals of fixed assets

Share of profits of an associate

Elimination of inter-segment profit before tax

Consolidated profit before tax

13. 2 EER ()

A FRERZETSUA ~ B F S
B-EEREEZHRE)

For the six months ended
30 June 2010 30 June 2009
HE-Z-%F HEZZTNE
AA=tALE NA=TRELE
Z~f8A Z~MEA
HK$'000 HK$'000
FET FER
(2009 Methodology)
(ZBBAEFHE)
KA
ELEEGE = 1/ON 660,146 874,062
BEBEERAEH
(95,239) (133,613)
LS ILON 37,757 10,719
fREgEIA 602,664 751,168
For the six months ended
30 June 2010 30 June 2009
HE-2-2F HE-TZTHE
AA=tALE AA=TAELE
28R 2~ ER
HK$'000 HK$'000
FEx FEx
(2009 Methodology)
(ZBBAEFHE)
BRBLAT SR
B G 199,431 210,307
AHEEERA 37,757 10,719
FAMEEL (16,591) (39,093)
RPER R ERBEE
1,583 165
REWE R REBELE
12 95
REER MG
BEREEBRE 410 4,400
HEFAHRIEEES 2 FhE
13,634 12,687
HEETEE FHR (20) 8
A Nyl 13,376 7,512
BEBRBARFEH (66,695) (92,243)
FABRRATHERN 182,897 114,541
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13. SEGMENT REPORTING (continued)

Reconciliation of Reportable Segment
Revenue, Profit & Loss, Assets & Liabilities

(continued)

Assets

Reportable segment assets
Unallocated advances to customers
Unallocated fixed assets

Interests in associates

Unallocated other assets
Elimination of inter-segment loans

Consolidated total assets

Liabilities
Reportable segment liabilities
Unallocated other liabilities

Consolidated total liabilities

BE

REANEE
RAABEPER
AEETEE
N - INCIb: 5
AABAMEE
BERBEEH

GREERE
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13. 2 EER ()

AR EREETSULA ~ B BES
B EERAEZHR A

As at
30 June 2010 31 December 2009
R-B-%BF RZZTNE
~AZTA +=ZA=+-H
HK$'000 HK$'000
TET FEL
(2009 Methodology)
(Z2BAEFE)
61,505,767 64,446,538
- 135,100
576,414 612,627
403,829 386,510
973,819 995,813
(4,838,773) (5,697,288)
58,621,056 60,979,300
As at
30 June 2010 31 December 2009
R-ZB-2f RZZTNE
~AZTA +ZA=1+—AH
HK$'000 HK$'000
TET FEL
(2009 Methodology)
(ZBBAERE)
52,766,524 55,105,606
799,143 939,134
53,565,667 56,044,740
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13. SEGMENT REPORTING (continued)

Geographical information

The geographical information 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 2010 and 2009, 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.

Major Customers

For the periods ended 30 June 2010 and 2009, no
single customer or a group of customers under
common control contributes 10% or more of the
Group's revenues.

13. 2 EER ()

BEEH

EiEHERZ D RIBIEHE AR
ZEBEBGRELS RNIEEE
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TE  BFUNBREAEMET
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Notes to the Unaudited Interim Financial Report A 4&&#% T HIBI 3R & FitsE

14. CASH AND SHORT-TERM FUNDS

Cash in hand bk

Balances with the HKMA EEGRERREHS
Balances with banks RITA%Z &8
Money at call and short notice * Jab ISR

*  Money at call and short notice represents deposits of up to

a maximum of one month maturity from the balance sheet
date.

15. BALANCES WITH BANKS AND OTHER
FINANCIAL INSTITUTIONS

Placement with banks maturing within:
-3 months or less but over 1 month
-1 year or less but over 3 months

Advances to other financial institutions Hi S pigREER
Amount due from banks under reverse

repurchase agreements RZHE

Fubon Bank E#B4R7T Interim Report 2010 4 F #f &

RERAEEE G ARTT

14. BeREHES

As at
30June2010 31 December 2009
RoB-BF RZZENGF
~A=tH +=ZA=t-H
HK$'000 HK$'000
TERL FET
106,048 112,170
2,025,799 2,020,875
350,135 346,822
1,031,705 2,935,022
3,513,687 5,414,889

¥ BMREEE SRR A AT R
—MEAEBZ 175

15. SRATEIER A S BEB LR

WA T SR M2 8.2 RATRIZ B -
—ZEASUATHE—EANUL
——EFATH=FEANKL

As at
30 June 2010 31 December 2009
R-Z-2Bf RZZTNE
AAEtE A=A
HK$'000 HK$'000
TET FEL
388,467 76,775
334,751 240,902
723,218 317,677
50,000 50,000
384,378 -
1,157,596 367,677
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Notes to the Unaudited Interim Financial Report &8 & HiBHFE3R & Bt st

16. TRADING SECURITIES 16. FERZRBEZHSH
As at
30June2010 31 December 2009
R-B-%F RZTThE
~A=tH +=ZA=+-8
HK$'000 HK$'000
FER FET
Tradling securities at fair value BAFEETEZHERGHE
285
Treasury bills (including BE% (BEMNEES
Exchange Fund Bills) - unlisted E3 R Auiil 199,669 100,496
Debt securities B
- Listed in Hong Kong —REBLT 958 956
- Unlisted —3Ltm 50,326 3,968
Equity securities R
- Listed in Hong Kong —REBLT 60 102
Total EEE 251,013 105,522
Tradling securities are issued by: RIER G2 E 5
KT #EET
— Central government —HRREMT R
and central banks RRET 199,669 100,496
- Public sector entities —REHE 4,055 4,924
- Banks —8R1T 47,232 39
- Corporate entities -EEE 57 63
251,013 105,522
52 Fubon Bank & #3877 Interim Report 2010 4/ £k &



Notes to the Unaudited Interim Financial Report A 4&&#% T HIBI 3R & FitsE

17. FINANCIAL ASSETS DESIGNATED AT FAIR 17.

VALUE THROUGH PROFIT OR LOSS

Debt securities at fair value BAFEETEZ BRES
- Listed in Hong Kong -REELT
— Listed outside Hong Kong —REBAI LT
- Unlisted —3Em

Total aME

Financial assets designated at fair value FEEBEHED U RBAFEE

through profit or loss are issued by: ZEBEEHN THIEST -
- Public sector entities —REHRE
- Banks —3RfT
- Corporate entities -EEE
18. DERIVATIVE FINANCIAL INSTRUMENTS 18.

(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 E#B4R7T Interim Report 2010 4 F #f &

EERABEBERURRATE
BEZEREE

As at
30 June 2010 31 December 2009
nog-gF S
XA=tR  foA=t-A8
HK$'000 HK$'000
TET FEL
85,091 84,515
246,765 247,109
320,611 310,113
652,467 641,737
84,290 81,853
162,475 165,256
405,702 394,628
652,467 641,737

TESRMIA
(a) TTEEMIAZEREE

PTETEEEEIUAR —IA
NZERNEERIEH 2B
EMEZzE&/mEe0 HET
A ZESHEBATRINEER
KFEZRSE MR
KEKBEE - LT ABARER
FIVZEREBEMITETA
CRESHEIME
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18. DERIVATIVE FINANCIAL INSTRUMENTS
(continued)

(a) Notional amounts of derivative financial

18. STE SR IT A (&)

(a) FTEERMIAZEREH

instruments (continued) (#&)
hsat
30 June 2010 31 December 2009
H-%-857AZ1R REBENFHCR=T-B
Managed in Managed in
conjunction conjunction
with financial with financia
instruments instruments
designated designated
atfair value atfar value
through through profit
Qualifying  profitor loss Qualfying orloss
forhedge  HEEAER forhedge  SHETARE
acounting  EENRE  Heldfor aoonting  BENRE Held for
A&k DTEEZ trading AER DTEEZ trading
RRHR  SRIAR i Totdl  REHE  £RIEA i Totel
g GRMEE  R5RE i &t BEAER AR E
HKS'000 HKS'000 HK§'000 HKS'000 HK$ 000 HK$ 000 HKS'000 HK$ 000
TER TEn TR TER ThRL Thr ThT ThR
Exchange rate dervatives ExfitI2
- Forwards - - - 3044095 3,044,095 - - 3686721 3686721
- Sweps -4 - - 46513179 46513179 - - 873426 8734426
- Options purchased -EASE - - 7191020 7,191,020 - S RIR 1131
- Options writen ~hiiE - - 118172 18752 - - 11869 1128639
- - 63936,046 63,936,046 - - 14681918 14681918
Interest rae dervatives flEfETA
- Sweps k8 4034914 600838 6475699 11111451 3941867 592685 11085267 15619819
- Options purchased -EAGE - - 28161 28161 - - B1hM 67541
4034914 600838 6703860 11339612 3941867 592685 11152808 15087360
Eouity derivatives REHTE
- Swaps % - - 647638 647638 - - TeIRM 787 5%
- Options purchased -EABE - - WM wln - - IR 13318
- Options writen R - - MM W - - 13318 133185
- - 96262 936262 - - 1053964 1,063,964
Total 2% 4034914 600838 71576168 76211920 3941867 592685 26888690 31423042
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18. DERIVATIVE FINANCIAL INSTRUMENTS
(continued)

(a) Notional amounts of derivative financial

instruments (continued)

The above amounts are shown on a gross basis
without taking into account the effect of any

bilateral netting arrangements.

Derivatives reported as qualifying for hedge
accounting represent hedging instruments

designated as hedges under HKAS 39.

18. STE SR T A (&)

(a) FTESMIACERESHE

(#)

Pl BARERR  UE
AR EMEEFREE T

B8
o

BERAARKBE T
EZTETAEREERES
FHHERIEE 39545 TE (E A L

ZEHTE -

(b) Fair value and credit risk-weighted (b) STETEZATFEBEREE

amounts of derivatives B ESRE

Asat
30 June 2010 31 December 2009
R-E-ZEXA=1A RETTAETZA=1-H

Credit risk- Credit risk-
Fair value Fair value weighted Fair value Fair value weighted
assets liabilities amount assets liabilities amount
AYEE AVEE FERR AT{EE ATEE 5 -t
&g 8 WELE BE i MESE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
TER FER TER TAT ThR THL
Exchange rate derivatives EXfTETE 400,240 141,333 262,304 338,816 12,672 24,244
Interest rate derivatives ~ FIRGTETE 195,399 341,598 93,654 224401 328,652 78910
Equity derivatives BEEIA 21315 21315 9,170 68,793 68,793 1,770
Other derivatives AtfiEIA - 244,342 - - 241779 -
622,954 754,588 365,128 632,010 651,896 114,924

The above amounts are shown on a gross basis
without taking into account the effect of any

bilateral netting arrangements.

Fubon Bank E#B4R7T Interim Report 2010 4 F #f &
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18. 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 subordinated notes issued by
the Bank and certain fixed-rate bonds held by
the Bank due to movements in market interest
rates.

The following is a summary of the fair value of
derivatives held for hedging purposes entered

18. STE SR IT A (&)

(c) BEEREHPIAEZITET
B2 RFEE

AT REEL

AT EELH P BRERERRE
AITHERTRERBERA
TRHRENETESERKE
SINEZRI RS Loliihek AN
FEEZ O RE] -

REBETSLZ FEE B &
ZUETAZRAVFEERS

into by the Group. O
As at
30 June 2010 31 December 2009
R-Z-BFXA=1H RZZTNF+=A=1+—H

Fair value Fair value Fair value Fair value

assets liabilities assets liabilities

AVEEEE ATEEEE  ATEEEE  ATEEER

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

TEr TEr FET FET

Interest rate derivatives F|&f14T A 75,143 240,480 91,435 113,207
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19. ADVANCES TO CUSTOMERS LESS

IMPAIRMENT ALLOWANCES

(a) Advances to customers less impairment

allowances

Gross advances to customers
Less: Impairment allowances
— Individual impairment
allowances (Note 19(b))
— Collective impairment
allowance (Note 19(b))

(b

advances to customers

At 1 January 2010
Impairment losses charged
to profit or loss (Note 9)
Impairment losses released
to profit or loss
(Note 9)
Amounts written off
Recoveries of advances
written off in previous years

At 30 June 2010

Fubon Bank & #BR7T

BEEFAE
L RERE
—ERIFE R
(FftEE19(b))
— bR A FERE
(F47E19(b))

Movement in impairment allowances on

S
REzEINRZ
AR (FE9)
WEEREEZ
A (HEE9)
WA
BEFEEMER
Bz

RE—2FX<A

+H

Interim Report 2010 4F 1 #$R &5

19. EFERRBERHE

(a) EFERRRERE

As at

30 June 31 December
2010 2009
R-B-2F RZTTNEF
RA=Z+H +ZA=+—H
HK$'000 HK$'000
FET FET
28,156,856 29,112,658
(404,932) (364,647)
(168,239) (176,044)
27,583,685 28,571,967

For the six months
ended 30 June 2010

BE-—Z-2F
ARA=Z+HAZAEA
Individual Collective
impairment impairment
allowances allowance
8 BR E B RERERRE
HK$'000 HK$'000
FET FET
364,647 176,044
86,744 -
(30,931) (7,805)
(23,251) -
7,723 -
404,932 168,239
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19. ADVANCES TO CUSTOMERS LESS 19. EFEFRBRERE (&)

IMPAIRMENT ALLOWANCES (continued)

(b) Movement in impairment allowances on (b) EFEFUREREES (F)

advances to customers (continued)

For the year ended
31 December 2009
HE-TENF
TZA=+—HLEFE

Individual Collective
impairment impairment
allowances allowance

ERIRER A RIERE

HK$'000 HK$'000

FHT FHT

At 1 January 2009 RZZZENF—A—H 181,872 114,106
Impairment losses charged P&k Z

to profit or loss BEEE 470,477 61,938
Impairment losses released Skt

to profit or loss RIEEE (47,498) -

Amounts written off MRS (258,861) -

Recoveries of advances BEFEEMER

written off in previous years &2 Y@l 18,657 -
At 31 December 2009 REZZTTNGF

+=-—A=+—H 364,647 176,044
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19. ADVANCES TO CUSTOMERS LESS
IMPAIRMENT ALLOWANCES (continued)

(c) Advances to customers analysed by
industry sector

19. EFERRBE RS (&)

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

HKMA:

Gross advances for use ERRFERN

in Hong Kong B
Industrial, commercial IEEHE

and financial

— Property development R ES =

- Property investment -MERE

- Financial concerns - SR

- Stockbrokers - kEELn

- Wholesale and retail trade ~ —#%ERTEL

- Manufacturing —BHE%

- Transport and transport - BHRERRE

equipment

- Recreational activities —REED

— Information technology — BB

- Others —Eft

Fubon Bank & #B%R77 Interim Report 2010 iR HidR &

(c) BIT¥DBENEFPER

BOERBERERNER
BEHREEATIT » KHET
ENMDERSE RATRA
HEERI R ES -

As at

30 June 2010
RZB-2FXA=1H

31 December 2009
RZZThF+=A=1+—H

% of gross % of gross
loans loans
Gross loans covered by Gross loans covered by
and advances collateral  and advances collateral
BRR AEAZER Rk HEFAZER
HREE GEILAEZ BEReE (hExemz
HK$'000 Aot HK$'000 ER:
FER % FAr %
1,341,109 4.75 1,190,968 -
7,842,114 79.06 8,201,715 73.96
402,755 2.70 416,802 9.27
38,000 100.00 13,745 62.97
186,329 26.20 64,511 33.10
1,830,116 9.52 1,666,263 12.68
289,033 76.21 465,987 85.27
18,430 100.00 - -
2,821 66.68 14,434 66.75
2,684,161 46.53 2,321,393 60.24
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19. ADVANCES TO CUSTOMERS LESS 19. EF ERRRERE (&)
IMPAIRMENT ALLOWANCES (continued)
(c) Advances to customers analysed by (c) MITEDTENEFER(E)
industry sector (continued)
As at
30 June 2010 31 December 2009
R-Z-Z2EXA=1A RZZTNE+ZA=1—H
% of gross % of gross
loans loans
Gross loans covered by Gross loans covered by
and advances collateral  and advances collateral
#BRR FEAZER Rk HEAZER
EXEE (HEReEZ BEeE  (hEREEZ
HK$'000 R HK$'000 ARl
FHAT % FHEL %
Individuals BA
- Loans for the purchase of ~ —FEE [EEEHE
flats under the Home A8l A2
Ownership Scheme, BERHE] &
Private Sector [HEBHE
Participation Scheme 2] AR EN
and Tenants Purchase kigramigF
Scheme or their HER
respective successor
schemes 14,907 100.00 52,370 100.00
- Loans for the purchase of ~ —FEEEEE
other residential MENER
properties 7,496,603 99.89 7,448,480 99.90
- Credit card advances —ERRER 610,583 - 618,106 -
- Others —Hfh 1,022,604 52.71 1,039,499 53.49
23,779,565 23,514,273
Trade finance BoME 688,099 13.31 809,641 7.68
Gross advances for use ERBLIMERK
outside Hong Kong ExeE 3,689,192 1115 4,788,744 19.28
Gross advances to customers EFEZAE 28,156,856 58.85 29,112,658 59.03
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19. ADVANCES TO CUSTOMERS LESS 19. EF ERURBERE (&)
IMPAIRMENT ALLOWANCES (continued)
(c) Advances to customers analysed by (c) BITEDBENEFER(F)
industry sector (continued)
Analysis of the Group's impaired advances in BITEDBEEEPEXR
respect of industry sectors which account for 10% kA £ 2 ANEE /J'Mﬁfa
10% or more of gross advances to customers: RZHTITE -
Individual Collective
Overdue Impaired impairment impairment
BHER HEER  ERNERE  SONERG
HK$'000 HK$'000 HK$'000 HK$'000
FHR TEn T#n THRL
As at 30 June 2010 RZZ-ZFRA=TR
- Property investment -WERE - - - 20,663
- Loans for the purchase of other ~ ~BEH (=
residential properties NENER - 5 - 205
- Gross advances for use outside ~ —EEEIIMER
Hong Kong WETEE 186,474 186,661 138,251 25,962
Individual Collective
Overdue Impaired impairment impairment
advances advances allowances allowance
BHER AEER  ERNERE  GAWERE
HK$'000 HK$'000 HK$'000 HK$'000
T T T T
As at 31 December 2009 RZZENE
T-A=1-R
- Property investment -WERE 3,305 3,305 2 1297
- Loans for the purchase of other ~ ~BEXMEE
residential properties MEHER - 931 - 192
- Gross advances for use outside ~ ~EEEMIMER
Hong Kong WeFEE 210,739 211,853 138,402 35,698
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19. ADVANCES TO CUSTOMERS LESS

IMPAIRMENT ALLOWANCES (continued)

(d) Impaired advances to customers

Gross impaired advances

Individual impairment
allowances made against
impaired loans

Amount of collateral held in
respect of impaired loans '

19. EFERRBE RSB (&)

(d) BEFREER

As at

30 June 2010 31 December 2009
RIB-BFXAZ+A RZZTNFTZA=1—H
HK$'000 %! HK$'000 %'
FEr AR FET Epd
REEREE 485,425 1.72 518,722 1.78
RREEFIELN
ERIRERE
(404,932) (364,647)
80,493 154,075
RAEEFHEN
ERREEI 78,522 94,843

i.  Asa percentage of gross advances to customers.

i.  The collateral mainly comprises mortgage interests
over residential properties, cash deposits with
the Group, and equipment against hire purchase
and leasing loans. It includes expected recoveries
of HK$15.0 million (2009: HK$11.9 million) from
companies in liquidation and government guarantee

schemes.

Impaired advances are individually assessed
loans with objective evidence of impairment on

an individual basis.

Fubon Bank & #B4R7T

i HEFPEREEZANL -

i. ZEERREIBREREMEZ
RiB ERRAERZREF
A AREAIER R A EE R ME
Wz EHE - ZESEARDIEESY
A HE R RD A BT ERE
£ 51 1¢ 2 % #8 #£15,000,000%
TL(ZZZT A : 11,900,000
JT) °

BEERZRERNEELTE

BEENRERE T MAE
BRI AR ER -
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20. OTHER LOANS AND RECEIVABLES 20. HihER K EWFIE
As at
30 June 31 December
2010 2009
R=-T—FF RZTZTNGF
ANA=E+R +ZA=+—H
HK$'000 HK$'000
FHT FiHT
Debt securities at amortised cost & $EK A BR 2 [ETEE S 3,101,051 3,392,218
Of which: He:
- Listed outside Hong Kong — BB T 2,872,034 3,010,919
— Unlisted —3F Lt 229,017 381,299
3,101,051 3,392,218
Other loans and receivable B B RIEHE
securities are issued by: BHBRATEEET
— Banks —R7T 3,078,333 3,369,760
- Corporate entities —EEE 22,718 22,458
3,101,051 3,392,218
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21. 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)
— Other debt securities

Total debt securities

Equity securities at fair value
— Unlisted

Total available-for-sale securities

Available-for-sale securities
are issued by:
— Central governments and
central banks
— Public sector entities
- Banks
— Corporate entities

21. THHERS

As at
30 June 31 December
2010 2009
R-B—-BE  R-TTNE
AA=Z+H +ZA=+—H
HK$'000 HK$'000
FHET FHET
BAFEEREZ
FTEBES
—REB LT 3,664,019 3,498,794
—RBEBAIN T 5,052,407 4,708,120
8,716,426 8,206,914
BRAFEEREZ
I EMEBES
—BlEH (BIEINE
2o RIE) 2,671,925 1,989,636
—HMEBES 6,921,681 7,532,438
9,593,606 9,522,074
BRESHBE 18,310,032 17,728,988
RAFEEEZRE
—3 kT 211,799 210,085
211,799 210,085
AR AR 18,521,831 17,939,073
AR RS B
LT ##EET -
— PRI R R ERTT
5,491,880 4,635,124
—DNEHE 1,437,841 1,437,646
—iR7T 9,010,230 8,601,322
—EEE 2,581,880 3,264,981
18,521,831 17,939,073

Fubon Bank & #B4R7T
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21. AVAILABLE-FOR-SALE SECURITIES

(continued)

As at 30 June 2010, debt securities issued by banks
with a fair value of HK$645.5 million (31 December
2009: HK$768.1 million) and HK$2.4 billion (31
December 2009: HK$2.5 billion) are issued by
multilateral development banks and guaranteed by
governments respectively.

Included in “other debt securities” as at 30 June
2010 were investments in structured investment
vehicles (“SIVs") with fair value of HK$Nil (31
December 2009: HK$1.0 million). Impairment
losses on these investments of HK$15.4 million
(2009: HK$Nil) have been recognised in profit or
loss during the reporting period, of which HK$13.1
million is the realisation of deficit previously
recognised in the investment revaluation reserve.

In addition, the Bank had investments in collateralised
debt obligations (“CDOs") with a nominal value of
US$30 million (31 December 2009: US$30 million)
as at 30 June 2010. The embedded derivatives are
bifurcated and marked to market. A revaluation loss of
HK$5.6 million (2009: HK$78,000) of the embedded
derivatives has been charged to profit or loss during
the reporting period. The carrying value of the
investments in CDOs, inclusive of the revaluation loss
on the embedded derivatives, as at 30 June 2010 was
HK$8.4 million (31 December 2009: HK$13.1 million).

Fubon Bank E#B4R7T Interim Report 2010 4 F #f &
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21. AHHER S ()

RZE—ZTFEXA=Z+H AFE
{& /4 645,500,000/8 TT(—Z B E S
F+=-HF=+—H 768,100,000
#7T) 8 2,400,000,000 7T (=
TTAE+=-_A=+—8:
2,500,000,000 PETT) R ERERTTIEE
BITREBEFD IR ZERRIRT
BT R HBFER

R-ZE—TFEXA=+H ik
R EAERE %J@%ﬁ@ﬂ“
BRETSHET( ZZZNFE+ A
=+—H8 : 1,000,000/ 7T) 2 &1
MEAETER - LB ENRER
815,400,000 8 T (ZZEZNF :
VL) BEREIRBES IR -
H 13,100,000/ TTEBARIEE
EfhRHEPEENURIFEE A

AN - RITH —ZTF XA
=+8 %ﬁ@fﬁﬁwoooooo
EL(ZEENAFT=ZA=1+—
H :30,000,0003 JT) 2 & 7% &
BES HARARTETLARD
BEANPHATIRAFEERE
o RANIRE IR HEHBE
5,600,000 JT(= fihi
78,000/ L) E N EEF K -
EFEEE ﬁmﬂﬁﬁﬁ(@%w\
APTETAMNEGHEBE) N _Z
T4 ;X A =+ A £A8,400,00078
T ZETRF+ZA=+—8:
13,100,000787T)
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21. AVAILABLE-FOR-SALE SECURITIES

22,

(continued)

As at 30 June 2010, certain of the Group's available-
for-sale equity securities with a fair value of HK$27.8
million (31 December 2009: HK$15.3 million) were
individually determined to be impaired on the basis of
a significant or prolonged decline in value below cost.
Impairment losses on these investments of HK$3.0
million (2009: HK$26.4 million) were recognised
in the profit or loss during the reporting period of
which HK$3.0 million (2009: HK$24.6 million) is the
realisation of deficit previously recognised in the

investment revaluation reserve.

HELD-TO-MATURITY INVESTMENTS

Debt securities at amortised cost
— Listed outside Hong Kong
— Unlisted

Held-to-maturity investments
are issued by:
- Banks
— Corporate entities

Fair value of held-to-maturity
investments:
— Listed securities
— Unlisted securities

RESEPR AT BR 2 (B T5 855

— BB LT
—3E LW

HEEICRED
KT EEET -
—RTT

—hRER

FEFHIREZ X FIEE -

—EWES
—JLWES

Fubon Bank & #B4R7T

21. A ER S (F)

R-ZE—ZTFEXA=+H A%
EETrHLEEEEFEEA
FEERBRE R AT E
EADREHRF ZEEaEFHF
#) A F (B & 427,800,000 7T
—EENFF+_AR=+—8:
15,300,000/ 7T) © i& L35 & B
{E/E5183,000,000/ 8 0 (ZEZ 1,
4 126,400,000 7T) EREAANE
AP FORR ¢ A A 3,000,0008 T
(ZZZ /L4 : 24,600,000 7T )
BRREESHFHEETZRAMU
FIEEY 57 i

22. BFZ2IHRE

As at
30 June 31 December
2010 2009
R-B—2F RZBTAEF
AA=Z+R +ZA=+—H
HK$'000 HK$'000
FET FHET
643,874 639,669
264,846 262,553
908,720 902,222
751,432 745,123
157,288 157,099
908,720 902,222
705,549 693,363
294,989 291,793
1,000,538 985,156
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23. INTERESTS IN ASSOCIATES 23. R ARz R
As at

30 June 31 December

2010 2009

R-B-BE H_TTAF
XA=+A +=A=t-8

HK$'000 HK$'000
FEx FHT
Unlisted shares, at cost JEEMRRD - BAKANME 5,761 5,761
Advances B% 8,044 8,059
Share of net assets ELEEFE 352,253 334,931
Goodwill [GES 49,967 49,967
416,025 398,718
Less: Impairment allowance R IE TR 2 RIERE
on unlisted shares (5,761) (5,761)
Impairment allowance for BRili NG|
advances to an associate BRI E R (6,435) (6,447)
403,829 386,510
The associates of the Bank are as follows: AT BEEARIAT ¢
Place of Proportion
establishment of ownership
and operation interest Principal activities
SRR E HERIELLH TEEK
IBA Finance Corporation  The Philippines 40.00% Provision of financing
and leasing services
JFEE RUEETHS R E R
Xiamen Bank Co., Ltd. The People’s 19.99% Provision of banking
Republic of China and related finance
services
EPRITIRNBR AR FEEARAEE REHLERTT ABRE & RUPRTS
The Group has not equity accounted for the HARATS R ST RE - A%
investments in IBA Finance Corporation in view of B LR AR IBA Finance
the immaterial amount involved. Corporation Z & & F ABRA °
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24. FIXED ASSETS 24. BEEE
Furniture,
fixtures and
Premises equipment Total
L/ES G EERRE a5
HK$'000 HK$'000 HK$'000
TERL FER TER
Cost or valuation BAESREE
At 1 January 2010 RZZ-%F—A-H 1,092,598 618,697 1,711,295
Additions RE - 13,988 13,988
Disposals HE - (1,771) (1,771)
At 30 June 2010 R-Z-ZF
AB=tH 1,092,598 630,914 1,723,512

Accumulated depreciation ZEE

At 1 January 2010 RZZ-%F—A-H 160,497 471,704 632,201
Charge for the period (Note 7)  HARHTE (FizE7) 6,226 24,772 30,998
Released on disposal HEZHES - (1,748) (1,748)
At 30 June 2010 R-Z-ZF

AA=tH 166,723 494,728 661,451
Net book value BREFE
At 30 June 2010 R-Z-ZF

AA=ZtH 925,875 136,186 1,062,061
At 31 December 2009 RZZTHE

+-A=1+-H 932,101 146,993 1,079,094
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25. DEPOSITS AND BALANCES FROM BANKS

26.

27. TRADING LIABILITIES

Fubon Bank & #BR7T

Deposits and balances from banks $R77[R % 2 175k f Ak 54
Deposits and balances from

the HKMA

Amounts due to banks under
repurchase agreements

REBCREERZ

TR st

AR IR 2 B 195 2 AT ER 1T

BES ¢

DEPOSITS FROM CUSTOMERS

Demand deposits and
current accounts

Savings deposits

Call deposits

Time deposits

Short positions in Exchange

Fund Bills/Notes

E R R

HEEER
B
R

INEES =,
BHRZER

Interim Report 2010 4F 1 #$R &5

25. RITRIFE 2 F R R &8

As at
30 June 31 December
2010 2009
R-Z—2F RZTZTNEF
AA=Z+H T+ZA=+—H
HK$'000 HK$'000
Tt Fir
2,223,006 2,268,102
- 156,801
2,223,006 2,424,903
774,353 -
2,997,359 2,424,903

26. EFEFR

As at
30 June 31 December
2010 2009
R-B—2F RZTZTNGF
AA=Z+H +ZA=+—H
HK$'000 HK$'000
FET FH#T
8,268,582 8,840,719
1,294,716 1,299,051
4,662,642 5,142,848
29,048,835 31,319,657
43,274,775 46,602,175

27. XRZEET 2B

As at

30 June 31 December
2010 2009
R-B-—2F RZTZTNF
AA=+R +-A=+—H
HK$'000 HK$'000
FHET FHT
203,848 14,275
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28. FINANCIAL LIABILITIES DESIGNATED AT

29.

FAIR VALUE THROUGH PROFIT OR LOSS

Zero coupon bond issued

BRTTEES

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.

CERTIFICATES OF DEPOSIT ISSUED

3 months or less but not
repayable on demand

1 year or less but over 3 months

5 years or less but over 1 year

All certificates of deposit issued
amortised cost.

ZfEAA AT R
BNEFE R

—FRATHE=EANLE

REFATHE—FNUE

are measured at

Fubon Bank & #B4R7T

29.

28. EERBBIEFURRD FE

BEzeRBaE
As at
30 June 31 December
2010 2009
R-B—2F RZTTNF
ARA=+H +ZA=+—H
HK$'000 HK$'000
FET FHET
261,876 201,096

AITR-_EETLFNA+=-HE
77 Z [ {4 /520,000,000 7T #
TEES BUEARAZHMELZ
48.076615% ° EHR_T__F
MA+—BEH  HARETE
TEF ATt FNA+=
AR - FE - A1TAYFE
BEHFBEZAERRMEINLT —
DRERBEA L o RIFZFI R
HENZEFR - NMTEBFERZE
FIRIAFB - W32 B E F R UL
WAE -

ERITERE

As at
30 June 31 December
2010 2009
R=Z—2F RZTTNEF
RAZ+H +ZA=+—H
HK$'000 HK$'000
FET FET
244,875 8,650
107,100 13,450
300,000 300,000
651,975 322,100

PrA B BT R E IR B AR
BIIER o
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30. DEBT SECURITIES ISSUED 30. ERTEKES
As at
30 June 31 December
2010 2009

R=Z-BF A-FEAF
XA=+E +-A=t-A

HK$000 HK$'000

FET FAT

Variable coupon rate notes ZEER E 193,819 263,697

Zero coupon notes TEZEE - 5,094

193,819 268,791

The variable coupon rate notes were issued by the RITETZEEENTE - B

Bank are denominated in HKD, USD, AUD and NZD, T ET BRI ARMAITEE I

and mature at various dates through 2010 to 2019. EZETRAEPER=-T—ZF

E-TNF e

All debt securities issued are measured at amortised FIEBBITEBES I REEX

cost. ARFIER o
31. OTHER LIABILITIES 31. HitbBE
As at

30 June 31 December

2010 2009

R-B-BE H-TTAE

AA=+R +-A=t-R

HK$'000 HK$'000

FExT FAT

Other financial liabilities * Hit S maE" 2,790,351 2,585,236

Accounts payable and JERBRIE R E b B fE
other liabilities 804,895 1,333,943

3,595,246 3,919,179

*  Other financial liabilities include funds obtained from *  HihSmABEEREENERKE
financial institutions in respect of government bills and B2 BN RE R EHIE S s s g
notes sold but not yet purchased. FHES -

Fubon Bank & #B%R77 Interim Report 2010 iR HidR & 71



32. INCOME TAX IN THE BALANCE SHEET 32.

Current taxation (recoverable)/provision in the

balance sheet represents:

Provision for Hong Kong Profits
Tax for the period

Provisional Hong Kong Profits
Tax paid

Balance of Hong Kong
Profits Tax provision
relating to prior years

Provision for overseas taxation

Representing:

Hong Kong Profits Tax
recoverable*

Provision for Hong Kong
Profits Tax*

Overseas taxation recoverable*

Provision for overseas
taxation*®

Notes to the Unaudited Interim Financial Report &8 & HiBHFE3R & Bt st

BEERBRAZFAE
AAABEBBRZATMEIRIER
IR
As at
30 June 31 December
2010 2009
R-B—2F RZBTNGF
AXA=+A +ZA=t+—H
HK$'000 HK$'000
FET FHET
HREENEH
S 8,515 20,352
EATE#MEENEER
(4,906) (6,089)
3,609 14,263
HBEFERBMER
LR
(9,018) (23,208)
(5,409) (8,945)
TN TEAE 61 76
(5,348) (8,869)
fe
ATiEz BAF
BBREH* (12,789) (12,630)
BRETSTEE
7,380 3,685
Az BN IE * (19) -
TN TR AE *
80 76
(5,348) (8,869)

Fubon Bank & #B4R7T
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32. INCOME TAX IN THE BALANCE SHEET
(continued)

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

33. DEFERRED TAX ASSETS AND LIABILITIES

Net deferred tax assets RirEBEEARBRA
recognised on the TR ZIEERIE
consolidated balance sheet BEFHE

Net deferred tax liabilities RirEBEEARBRA
recognised on the R IEIERIIA
consolidated balance sheet BEFE

Fubon Bank E#BR7T Interim Report 2010 4 F #f 5

32. EERBRAZHAEH
(#%)

* ARERESHASREGR-FA
AE - WEEE DRI REE [EH
BREMEE] AR ABARIA -

3B EEFBEERARE

As at
30 June 31 December
2010 2009

R=Z-2F R_TTNHF
AA=tE +-A=t-H

HK$'000 HK$'000

FiExT FET

16,451 35,144

(58) (68)

16,393 35,076
73
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33. DEFERRED TAX ASSETS AND LIABILITIES
(continued)

(a) Recognised

The components of deferred tax assets/
(liabilities) recognised in the consolidated
balance sheet and the movements during the
period are as follows:

3B IEEBIAEERBE (F)

(a) BHER

REFAEERBERNER
EREFREE,/(BE) 2%
AR E D MR #EINT

Depreciation
allowances Defined Revaluation
in excess benefit ~ Collective  of available-
of related scheme ~ impairment for-sale
depreciation assets  allowance  securities  Revaluation
REEEIE EERA #a THEE o premises Other Total
NREGHE  HEEE  BERE  BBEH nEER -0 &5
HKS$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TERL TEL TEL TETL TR
At 1 January 2009 RZFENE-R-A 12,699) 2733 18,828 60,335 6,288) 1827 82,210
Credited inamvingatthe A AR
profitfor the year BE 1,891 - 10220 - 114 4,088 16,313
Charged to other MERER
comprehensive income Wzt - - - (63500) - - (63500)
At 31 Decerber 2009 RIFENETZA=T-A 10,808) (2733 29,048 3172) (6,174] 28915 35,076
At 1 January 2010 (10,808) (2733) 29,048 (3.172) (6,174) 28915 35,076
(Charged/credited in ariving
atthe profit for the period (%) /2E
(Note 101al) (B 10a) 1382 - (1,287) - 57 (21181) (21,029)
Credied to other B
comprehensive income W EE
Note 11) (Kigk11) - - - 2346 - - 2346
At 30 June 2010 R-2-2EXAZ1R (9,426) (2733) 21,761 (826) (6,117) 1,734 16,393

Fubon Bank & #B4R7T
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33.

34.

Fubon Bank & #BR7T

DEFERRED TAX ASSETS AND LIABILITIES
(continued)

(b) Unrecognised

The Group has no material unrecognised
deferred tax asset as at 30 June 2010 (31
December 2009: HK$NIl).

SUBORDINATED NOTES ISSUED

Subordinated notes with a face value of US$200
million (equivalent to HK$1,557 million) and carrying
amount of HK$1,632 million (31 December 2009:
HK$1,640 million) which qualify as supplementary
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$75.2 million (31
December 2009: HK$89.3 million) due to the
application of fair value hedge accounting.

Interim Report 2010 4F 1 #$R &5

33.

34.

EREBREERAME(H)

(b) RFER

AEER-_T-FTFXA
—TRYESERNRERZE
ERBREE(ZETNEF+C
RA=+—H:Z8x)-

ERTRERE

KITRZZEZERFOUA-+AHH
BT EmE2{EFEIT(HEER 16.57
BET) REE®E1632EE

T(ZETENF+=ZA=+—8:
16.40 B/ L) FFA M INE A% R
ZHRERE - ZEZHEHETA
ez —F——FMA=+xH
IR B R 6.125% T8 B
BYEFEMBE—R - ZEZEWH
—REEEERE  JHATR
—E——FMAZ-+NATE-
ﬁ&ﬁﬁﬁkﬁﬁxﬁﬁﬁ Z

LEREZER_T——FNA
f+tat§§%ﬂ%572
—NEWA =18 IEERE 2 F
KRB BT BEBRBREEFFE N
1.93875% * WHERHFEFFFHE—
/}X °©

Tl EEBRZEESEDA
ARAAFEESPGHEME
75208 BT HE(ZETN
F+-_A=1+—H:89308%
JT) ©
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35. SHARE CAPITAL 35. A<
As at
30 June 31 December
2010 2009
W-z-25 RoBBAE
ARZtE oAt
HK$'000 HK$'000
TEn FhEx
Authorised: JEERA
1,406,592,000 (2009: 1,406,592,000) 1,406,592,000  (ZTTNEF -
ordinary shares of HK$1 each 1,406,592,000 %) &%
BE1BTLRER 1,406,592 1,406,592
1,172,160,000 (2009: 1,172,160,000) 1,172,160,000 % (ZEZNF :
iredeemable cumulative 1,172,160,000 %)
preference shares of BREE0.10237 L2
US$0.10237 each AR REELR 929,966 929,966
2,336,558 2,336,558
Issued and fully paid: EETRHE -
1,172,160,000 (2009: 1,172,160,000) 1,172,160,000 % (ZZZ N5 -
ordinary shares of HK$1 each 1,172,160,000 %) &%
BE1BTZ LR 1,172,160 1,172,160
1,172,160,000 (2009: 1,172,160,000) 1,172,160,000 % (ZZZ N5 -
iredeemable cumulative 1,172,160,000 %)
preference shares of BREE0.10237E L2
US$0.10237 each B RBELR 925,359 925,359
2,097,519 2,097,519
The holders of ordinary shares are entitled to LmlRE A AB TR UEMR S
receive dividends from time to time and are entitled REERATTZREREG EHE
to one vote per share at a general meeting of the RIE—F - FIEEBREARTZ
Bank. All ordinary shares rank equally with regard to FlgpEE= B RS -

the Bank's residual assets.

76 Fubon Bank E#B4R1T Interim Report 2010 4 #k &
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35.

36.

37.

Fubon Bank & #BR7T

SHARE CAPITAL (continued)

The irredeemable cumulative preference shares
bear a cumulative preference dividend at a fixed
rate of 9% per annum, payable semi-annually, on
their nominal amount and rank in priority to the
ordinary shares with respect to the payment of
dividends and any return of capital. Irredeemable
cumulative preference shares do not carry voting
rights. The Bank may elect not to declare or pay
the preference dividend if, during the 12 calendar
months preceding a date on which the preference
share dividend is due to be paid, no dividend or
distribution or other payment has been declared
or paid on any lower class of the share capital of
the Bank. The deferred preference dividends will
not themselves bear interest and the terms of
the preference shares do not provide for payment
of any form of compensation to the preference
shareholders other than payment of the preference
dividend.

SHARE PREMIUM

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

RESERVES AND DIVIDENDS

The reconciliation between the opening and
closing balances of each component of the Group's
consolidated equity is set out in the consolidated
statement of changes in equity.

(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 79C(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.

Interim Report 2010 4F 1 #$R &5

35.

36.

37.

RA (&)

A fER 2B EERIBIEEEE
RETFELEI%TE  FFFHN
B—x WELAREBEBZAFR
BIRRERA - T ER2EE
ERAZEERZRE - WRETIA
TAHB RS 2 B ERT+ =@
BAR - WERANITEMERKLE
BIRAT R FERRESRD
RS AL FR - BIARIT AR IR
FIRSKE TR E - BITEE
ERBEARFI IR - BBX
NEEBREIN TR ERELR
GBS R AR R 2 5 AT
HZHHlE -

R4 E

Bt Bk 2 e X & B R AR
BI)E 48B {58 -

RERRE

REBZRABRAZRD 2T R
R BRENGEERE
BImER -

@ BAERRERE—NLNL—
ER—ANZFBRITZR
BHF B RERE (Al X [B]
BEEABRMEL - RIEES
CRFMEBIET79CR) & - B
REERBHEDTASE 8
Al AT AN B E T
HRRR 2 KRBT 2 R
ERRALRR -
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37. RESERVES AND DIVIDENDS (continued)

(b) The capital reserve comprises the fair value

on the date of grant of the actual or estimated
number of unexercised share options granted
to employees of the Bank by ultimate holding
company which has been charged to the profit
orloss.

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

Date of options Exercise price

granted per share
RRER LA SRITRE
NT$

(#rak%)

31 July 2007 2+ +A=1+-H 29.0
7 December 2007 “ETHFETZAtA 26.7

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 2010 have
a weighted average remaining contractual life of
2.30 years (31 December 2009: 2.80 years).

Fubon Bank & #B4R7T

37. &%
(b)

BRRE (#

EXRBEECBBEMNR
ZBIAER D AR T AATIE
B2 BB RETER
PBAER R A2 A FEE -

W&EE B REWRRITE
ZRIHEZ G AT

As at

30 June 31 December

2010 2009

RZB-BF  HITENE

Fair value AAZ+R ftZA=f-8

on grant date Number of Number of

REAZ options options

AVEE RBEHE RELEE
NT$
(#a%)

6.82 4,127,500 5,312,500

7.37 6,327,000 8,787,000

10,454,500 14,099,500

RIERR T B 2R
A AR T H E’Jéﬁ_ﬂii
FERAFHBITE LU
BIERRRAIMNBRDETED
R e

R-_ZE—ZFFXA=1+HX
TEZRBIERER MEFH
FIpA K FH230F (ZTF
hFE+=ZA=+—H:280
&) o
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37. RESERVES AND DIVIDENDS (continued)

(c) Regulatory reserve

At 1 January w—A—H
Transfer to retained earnings SR ZERB %N

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 HKMA.

Fubon Bank & #B%R77 Interim Report 2010 iR HidR &

37. RBRKRE (&)

(o) JEERE
As at
30 June 31 December
2010 2009

R-B-BE H_TTAF
XA=+A +=A=t-8

HK$'000 HK$'000

FiET THT
175,211 175,211
175,211 175,211

RIRECGRIT RGP RE
i (R BR VA TE R DA BB
EEMEN - ZMEBED
NEBRATESREERZ
BREEEMRE DN -
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37. RESERVES AND DIVIDENDS (continued)

(d) Dividends

(i)

(ii)

Dividends payable to equity holders
attributable to the interim period

Interim dividend of 2.0
cents (2009: 1.5 cents)
per share proposed
after the balance
sheet date

37. RBRKRE (&

(@ K&
() FEIEMRERE RS
2010 2009
—z-B5 —EENF
HK$'000 HK$'000
FExT FAT
HHBkEESR
FRERRZ B.2.010

(ZZZTAE - 1.50)

23,443 17,582

The interim dividend has not been recognised
as a liability at the balance sheet date.

Dividends payable to equity holders attributable
to the previous financial year, approved and paid

during the interim period

Final dividend in respect
of the previous financial
year, approved and paid
during the period of
1.5 cents (2009:

1.5 cents) per share

HEIR SR E B LR
ERAAE -

(i) ERERLE-FBFEE
2B BRAHHR

REARBIE MR 2
FUBEERGRE
%1510

(ZZZTNEF1.500)

& HRTRIB R
2010 2009
—s-%x —2EAE
HK$'000 HK$'000
TR T
17,582 17,582

Fubon Bank & #B4R7T
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37. RESERVES AND DIVIDENDS (continued) 37. RERRE (&

(d) Dividends (continued) (d) RRB.(#&)

(i) Dividends on irredeemable cumulative (i) AITFAEEITAAER RIEE

preference shares issued by the Bank

Dividends of HK$41,922,000 (2009:
HK$39,991,000) were paid and charged to
retained earnings during the interim period.

Dividends for the period from (and including)
15 June 2010 to 14 December 2010 of
HK$42,038,000 (2009: HK$41,848,000) on
the irredeemable cumulative preference
shares has been approved by the Board
after the balance sheet date. This preference
dividend has not been recognised as a liability
at the balance sheet date.

Fubon Bank & #B%R77 Interim Report 2010 iR HidR &

FERZBE

RITR AR & BRI I B
41,922,000 T( ZZEZE N,
£ 139,991,000/87T) * %%
HHRRBEF RN -

EEENEERECBARM
—Z-ZTEXATHEB(E
BE-T—ZTF+=-A+m@m
AR AT B8 B R FEE L IR AR
£4£42,038,000/8 L (ZTF
FLEE 41,848,000 70) © 3%
BERE B RNEE B #E
RAEEE-
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38. ANALYSIS OF ASSETS AND LIABILITIES BY

REMAINING MATURITY

The following maturity profile is based on the
remaining period at the balance sheet date to the

contractual maturity date:

ASSETS

Cash and short-term funds

Balances with banks and other
financial institutions

Trading securities

Financial assets designated at
fair value through profit or loss

Derivative financial instruments

Advances to customers less
impairment allowances

Otherloans and receivables

Available-for-sale securities

Held-to-maturity investments

Other assets

Undated assets

LIABILITIES

Deposits and balances from banks $/7F% 2 RE#

Deposits from customers

Trading liabilties

Financial liabiities designated at
fair value through profit or loss

Certificates of deposit issued

Debt securities issued

Derivative financial instruments

Subordinated notes issued

Other liabiities

Undated liabilities

Net liquidity gap

38. RRBHRIMZEERAE

THHMBAERNDEREERES
WETRRRIE B 2 FISREAR -

As at 30 June 2010
R-B-FFAAZ1R
Over1 Over3 Over1
month months year
Repayable ~ Within1  butwithin ~ butwithin  but within Over5  Undated or
Total  on demand month 3 months 1year 5 years years  overdue
-EANE  ZEAME UL o
4% ORER -@Am REERR B-EA REERM EENL itk
HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HK$'000
ThL T#n TEL THL ThR T#n TEL ThT
KE
ReREDES 3513687 2481982 1,031,705 - - - - -
FREREMSRMRELE
1,157,596 - 304378 388467 334751 50,000 - -
HERAER B 251,013 = 25497 69931 105219 50,246 - 60
ErREBAREIRY
ATEE HER 652,467 = = = - 331856 - 3061
fTESBTE 622,954 - - - - - - 62294
RFERAAERA
27583685 683,767 4078922 1417,366 2,061,069 10,088,281 9,157,377 96,903
EHET RN 3,101,051 - - - 1127901 1,973,150 - -
TRiEERs 18521831 - 665803 2139130 4493036 9546668 1456130 221,064
REHERE 908,720 - - - - 908720 - -
EfhER 514,208 - 415820 29,925 47,668 20,79 - -
AR 1,793,844 - - - - - - 1793844
58,621,056 3,165,749 6,602,125 4044819 8,169,704 22,969,716 10,613,507 3,055,436
&
2,997,359 4181 2678401 4204 233547 - - -
EPER 43274775 14225940 19,036,423 7,048,095 2,902,724 61,593 = =
RARELEE 203,848 - - - 200614 3,234 - -
ErREBERRIRS
ATEEZHAR 261,876 = = - - - 261876 -
B&f 651,975 = 74007 170868 107,100 300,000 - -
BEMERES 193,819 - 55,345 33,267 80,529 14558 10,120 -
fESBTE 754,588 - - - - - - 754588
BRkESE 1632123 = = = = - 1632123 -
EftEE 3,146,332 - 1920818 35,38 979925 210203 - -
BEHaE 4489712 = = = = = - MeIm
53,565,667 14,267,127 23,765,014 7331820 4504439 589588 1,904,119 1203560
FREELHNTE 11,101,378 17,162,889 3,287,001 (3,665,265) (22,380,128) (8,709,388)

Fubon Bank & #B4R7T
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38. ANALYSIS OF ASSETS AND LIABILITIES BY

38. ZFBMB O 2 EERRE

REMAINING MATURITY (continued) (4&)
Asat 31 December 2009
RoTRNETZA=T-B
QOver1 Over3 Over 1
month months year
Repayable ~ Within  butwithin ~ butwithin  but within Over5  Undated or
Total  on demand month 3 months 1 year 5 years years overdue
—-EANE  ZEAME L Edd
#E  ABEX  -EARm %SEAR E-EM BRER REME il
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
THL T T THT Thn T THT THL
ASSETS 1]
Cash and short-term funds BeREgAs b414889 2479867 293,022 - - - - -
Balances with banks and other ~ RIREREMERERLR
financial institutions 367,677 - - 1675 240902 50,000 - -
Trading securities FERSER B 105,522 - 15000 86404 - 4016 - 102
Financial assets designated ot~ ETAREEZITE
fairvalue through profitorloss ~ ATEEZ $5AE 641,737 - - - - 3316 - 310113
Derivative financial instruments ~ $1448TE 632,010 - - - - - - 632010
Advances to customersless  ZFEFEE
impairment allowances BE 2857197 791263 4250113 1503985 2748130 9552263 9524838 201,386
Other loans and receivables A ERRERE 3392218 - - - 828169 2564049 - -
Avallable-for-sale securities eSS 17,939,073 - 50804 804133 350953 11578645 1776634 219322
Helddo-maturty investments ~ #ZE|HRE 902222 - - - - M - -
Other assets EfEE 1198332 - 1072134 26048 65006 35144 - -
Undated assets ErEEE 1,813,653 - - - - - - 1813653
60979300 3271120 8323073 2497345 7391742 25017963 11301472 3,176,586
LIABILITIES G
Deposits and balances from banks $/TRE7E ks 2424903 26032 16439 474476 50000 - - -
Deposits from customers EPEH 46,602,175 15282618 18,295,670 9025368 3779461 209364 9,604 -
Trading liabilties RAFET AR 14275 - 10000 - 1,033 3,242 - -
Financil liabilites designated at £ AREEZIRE
fair value thiough profitor loss ~ ATEEZ2RERE 201,09% - - - - - 201,09 -
Certificates of depositissued ~ EEEE 322,100 - - 8650 13450 300,000 - -
Debt securities issued BRIERES 268,791 - 086 62938 143686 - 1008 -
Derivative financial instruments — §T448TE 65189 - - - - - - 66189
Subordinated notes issued BRIKEER 1,640,267 - - - - - 1,640,257 -
Other liabilities EfhaE 3,356,848 - 1614893 47683 7450628 948644 - -
Undated fiabilties arHak 562,399 - - - - - - 56239
56,044,740 15540650 21,615,044 9619115 4733257 1461250 10861129 1.214,29%
Net liquidity gap REELROFE 12269530 13291971 7121770 (2658485) (23556,713) (9.440,343)
Fubon Bank & #B4R77 Interim Report 2010 iR HisR & 83
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39. MATERIAL RELATED PARTY

TRANSACTIONS

During the period, the Group entered into a
number of transactions with its ultimate holding
company and related parties, including Taipei Fubon
Commercial Bank Co., Ltd. These transactions were
entered into in the ordinary course of the Group's
banking business and included, inter alia, lending,
placement and acceptance of interbank deposits,
participation in loan syndicates, correspondent
banking transactions and foreign exchange
transactions. The transactions were priced at
the 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
material related party transactions during the period
and balances outstanding as at the balance sheet
date is set out below:

(a) Income and expenses

Fellow subsidiaries IGES A
Interest income B A
Interest expense FEZH

39. EXRAER SRS

BN AREEESEKIERAR
REREY  BREAILEREE
RITBMBRRAFFTLZEAR
5 ZERXHHEAKERITES
2 AREBBEDIIL - BE (T
R EE - RITAXRRRF
Ho 2EIREER - HERITR
DRINER 5 o ZERXH AT
EX B ZHBTSEXEE
Wi EAEEARETEMBZ S
HFEFREP ZBRIGHET -
BERR RERHDNE—REA
ESES IVl

ERPNBEZTRSMELZ
WX RN EE AR RERGREL
AR

(a) WARZH

For the six months ended
30 June 2010 30 June 2009
BE-Z-TF HE_TTHNHF
NA=tHLE ANA=FHIE
Z~@8A ZNMER
HK$'000 HK$'000
FET FHET
277 278
2,404 4,971

Fubon Bank & #B%R77 Interim Report 2010 R HidR &
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39. MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(b) Placement of deposits

Fellow subsidiaries
At 1 January
Placements during the

EES N
W—A—H
HAR, AR

period/year

Repayments during the

BN ENEE

period/year

Fellow subsidiaries
Accrued interest and

LR E 2 7]
R A S R B A

other assets

There were no impairment allowances made
against these amounts.

Fubon Bank & #BR7T

Interim Report 2010 4F 1 #$R &5

39. EXRERARS (&

(b) B
As at
30 June 31 December
2010 2009
R-B—-2F RZTTNEF
ANA=+R +ZA=+—H
HK$'000 HK$'000
FET FHT
- 55,000
28,980,250 86,172,219
(28,980,250) (86,227,219)
2,925 12,615
FZEFIERBIERERE -
85
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39. MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(c) 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 liabilities

3. EXRERARE (&)

(c) EMER

As at
30 June 31 December
2010 2009

R=T-BE A -TTAE
AAS+E +-A=t-R

HK$'000 HK$'000
FHT FAT
P S N
w—A—8 340 4,214
AR, FRBER
40,507 239,293
R EREE
(40,506) (243,167)
341 340
IGES A
»—A—H 587,750 1,164,740
R FRER
4,073,547 10,583,832
R FREE
(4,427,750) (11,160,822)
233,547 587,750
By N|
Hih A& 24,674 95,819

Fubon Bank & #B4R7T
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39. MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(d) Financial Instruments

Fellow subsidiary IGES - vAG

Exchange rate contracts EEREH
(notional principal) (BEEXLT)

Interest rate swap FRBEEH
(notional principal) (BEAEHE)

Fubon Bank E#BR7T Interim Report 2010 4 F #f 5

3. EXHAERARE (&

(d €8 TH

As at
30 June 31 December
2010 2009
R-B—-2F
NA=+AH
HK$'000 HK$'000
FET FHT
2,584,375 234,302
474,879 607,740
87
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40. CONTINGENT LIABILITIES AND

COMMITMENTS

(a) Credit related commitments and
contingencies

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

40. AR B BRARE

(a) REERBEZAERRAE

B

HEERMZAERKAE
BEEARREREZANEA
B ERE  ERMAMK
o FrF Rz Bk A b8
RAEPREERZEERR
HA - AHEBEILEERN
WE2RILEFEZOE
PRAERIR < B8 - MR
5 B R AT BEFE R AR BRHR AT 2
H MANSBILTRERE
FAARRBEERE

Asat
30 June 2010 31 December 2009
R-E-ZEXA=1A REZENETZA=1-8
Credit risk- Credit risk-
Contractual weighted Contractual weighted
amounts amounts amounts amounts
EEER FEER
AHEE nESE k| MESE
HK$'000 HK$'000 HK$'000 HK$'000
TEn Fr Tin T
Direct credit substitutes BREEEREE 210,883 124,883 236,073 126,073
Transaction-related contingencies HT5BHAMEE 16,144 8,072 29193 14,597
Trade-related contingencies HEHEB ARER 174,291 34,858 158,264 31,663
Undrawn loan faciliies RREZBRER
- which are unconditionally cancellable - MR 11,508,424 - 11301472 -
~with an original maturity of 1 yearorover  —FEZIESHRA-FaH L 305,362 152,681 296,321 148,161
12,215,104 320,494 12,021,323 320,484

Fubon Bank & #B4R7T
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40. CONTINGENT LIABILITIES AND
COMMITMENTS (continued)

(b) Lease commitments

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

Properties: M
— Within one year ——%R"
— After 1 year but within ——ZhFMHE
5 years

(c) Capital commitments

Capital commitments for the purchase of
equipment and participation in investment
funds outstanding at 30 June 2010 not provided
for in the financial statements were as follows:

Contracted for [N

Fubon Bank E#B4R7T Interim Report 2010 4 F #f &

40. IREBRAE (&)

(b) FHEHAE

RAIHUH 2 EHE T 2 KK
REENESERMT

As at
30 June 31 December
2010 2009
R-B—BF RZBEAF
ANA=+RA +=ZA=+—H
HK$'000 HK$'000
FRET FHET
34,797 34,735
27,037 30,843
61,834 65,578

(c) EAEILE

R-E-—BEXA=+AK
REBRENREABBE

BEREEES I AREE

AT
As at

30 June 31 December

2010 2009

R-B—2F R-TTNEF

AA=+A +ZA=+—H

HK$’000 HK$'000

FET FHET

166,893 157,429
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Unaudited Supplementary Financial Information

REBERHAYHER

(A) Capital adequacy ratio

Capital adequacy ratio BAARF R E

Core capital ratio BB AT B X

The capital adequacy ratio and core capital ratio at
30 June 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 & E(FRE)ER D
7] ("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 Il"” 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 operational risk.

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.

(A) EARFRLLE

As at
30 June 31 December
2010 2009
R-F-BF KoTTNF
AB=tB +-A=t+-A
% %
18.15 17.18
10.17 9.47

WZZ-FFXA=1+H &R
FRIEERZOERTRILEE
RBGAEEFE  ZEERE
FEemEER(2ER] RE
EEBMMAZERIRT(BE)
BERAR EHUB(EE)E
RAE - BHER(EB)BERA
A aEERBENARRANRE
HBEE(RE) BRABZMR
WIRREERRNTEEBIE
A tpag ] MARBCE B IRITERH])
SEOBAMREH Z(RITE (AR R
AR -

RIBGRITE(BR)RAD - K&
BERA [EEE SHEER
R EmiERR Bk inEEE
BARERE [ BASEE ] SHH %
ER

AEBERBELPELLHBEA
A ARNENEES - Hit A%
R EGFSEEZKE AR
EEEANBCBERETHE
BRRSY -
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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 RUOER
Paid up ordinary share capital BRI BARARA
Reserves (including retained 18 (RIERBRBH)
earnings)
Share premium &7 5 (8
Profit and loss account i | 2 S 1R AR
Total deduction from core capital BROERREE
Core capital after deduction HREHZOER
Eligible supplementary capital A ERKmER
Reserves on revaluation of land T e RS
and interest in land BEEMREE
Reserves on revaluation of holdings BEAHEEES
of available-for-sale securities HihFEE
Collective impairment allowance FaRERRE
Regulatory reserve ETE R
Term subordinated notes EHEERE
Paid-up irredeemable cumulative SR AEeE
preference shares ZREBER
Total deduction from eligible AIETE AT IME AR
supplementary capital FiloRt

Supplementary capital after deduction  JE14 KK & A
Total capital base after deductions  HIB&NERERMAE

Total deductions from the core BROERRH &R
capital and supplementary capital 4%

Fubon Bank & #B%R77 Interim Report 2010 iR HidR &

(B) EAER

AR E L ERTR LR RFE
[BARFE R X BHE | (MABS)3)
55 |1 BB AR ER RV E A RFR AR FRTE TN
IRRHHERER D DATAT -

30 June 31 December
2010 2009
—E-ZF ZZTHEF
AA=TA +ZA=+—H
HK$'000 HK$'000
FTER FHET
1,172,160 1,172,160
1,586,581 1,661,471
749,778 749,778
110,451 (76,379)
(246,224) (269,327)
3,372,746 3,237,703
23,701 23,701
24,436 15,771
168,239 176,044
175,211 175,211
1,556,980 1,551,000
925,359 925,359
(228,949) (231,012)
2,644,977 2,636,074
6,017,723 5,873,777
(475,173) (500,339)
91
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(B) Capital base (continued)

(C

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 ERAE(PE)ERAF
("Fubon Leasing (China) Co., Ltd") are deducted
from core capital and supplementary capital.

Liquidity ratio

Average liquidity ratio Y REES R

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

The ratio for the period is computed on a consolidated
basis which comprises the positions of Fubon Bank
(Hong Kong) Limited, Fubon Credit (Hong Kong)
Limited, and EFEE(FB)ERAF (“Fubon
Leasing (China) Co., Ltd") as required by the HKMA for
its regulatory purposes.

Fubon Bank & #B4R7T

(B) BEAEH (4)

(C

AITRIE AR (T RER RN
(BER)BRAR  @HBHE(F
B)AERRR A EBERENER
RRREAEE (RE)BRAFE)
ZHBAREDIRBERLERR
BHIEA o

RENES LR

For the six months ended
30 June 2010 30 June 2009
BE-Z-ZF HE_ZTNEF
ARA=TAL ANA=+A8IE
Z~fER 27~ M8 A
% %
49.89 47.74

HAFHORBESLLREZENEHE
B A ¥t R 8 B 19 BT
H o BEE A FHLRTRE(E
FEIRTTEEHDM RN BETE
W ER [RATEERENE AR A R
#FJ(MA(BS)1E) £ 1(2) &+ R
TR o

HANZFHORBES L ETIRE
RaEEGE  REXEGELE
BREEEBNMHBEZEHRT
(BER)BRAR  EARUB(H
B)ERARREAEE (PE)AE
RARZAR -

Interim Report 2010 4F 1 #$R 25
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(D) Overdue and rescheduled assets (D) AR EEEFHINEE
(i) Overdue advances to customers () BHEFEN
Asat
30 June 2010 31 December 2009
R-E-ZEXA=1A RZFENETZA=1-R
% of total % of total
advances advances
HK$'000 EREFIEIN HKS000  (EEFEEZ B H
TER % TEn %
Gross advances to customers RPEREE
which have been overdue with b2 Sx
respect to either principal or fleges:
interest for periods of:
-6 months or less but - AERZMTE
over 3 months ZRNE 23223 0.08 20,299 0.07
~1 year or less but ~—EgpTH
over 6 months AMERME 135,421 048 238,086 082
- Over 1 year i 235,830 0.84 153,409 053
394,474 140 411,79% 142
Covered portion of overdue BBERRERN
loans and advances Lpivi) 59,085 84,613
Current market value of collateral HABERRERNE
held against the covered portion ERBAMRES
of overdue loans and advances ERGNRATE 59,539 76,452
Amount of expected recoveries AR RES

from companies in liquidation and EERGHRRST
government guarantee schemes n - ERATRHFER: A
respect of the covered portion of WiElz B

overdue loans and advances 7,358 11913
Uncovered portion of overdue AEEFRERY

loans and advances biivi) 335,389 327,181

Individually assessed impairment HOBRE=AAL
allowances i respect of advances S3nfE Rl
overdue for more than thiee months — F(EREE(E 327,868 302,73
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(D) Overdue and rescheduled assets (continued)

BEUBRIHEN

(i)  Overdue advances to customers (continued) (1)

Collateral held with respect to overdue loans
and advances are mainly residential properties,
cash deposits with the Group, and equipment
held in respect of hire purchase and leasing

loans.

(i) Rescheduled advances to customers

(i)

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

Rescheduled advances to customers

(D) AR EEERMNEE (&)

BEHEF R (F)

RARERRERMFE
HEHRMEIZRETYWE 7
BN AR E R IR S 75 M5t
MHEE R EE TR 2R
i o

EEESELEN

BEEERBEREERTD
MBRCErRa BB =HA
M (8 5 R B G RR -
RO

Asat
30 June 2010 31 December 2009
RZB-BEXA=1A RZFFNET=A=1-A
% of gross % of gross
advances advances
HKS'000 (EEREEZAM HKS000  (FEFEEZ AR
Tin % T %
21,576

Fubon Bank & #B4R7T

0.08 19,710 0.07
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(D) Overdue and rescheduled assets (continued) (D) BEIR EEBEFNEE (&)
(i) Geographical analysis of loans and advances to (iii) i D WTEIEA R EFE
customers A

As at 30 June 2010
R-ZF-BFXA=1+H

Impaired Individually

Gross Overdue loans assessed

loans and loans and (individually impairment

advances advances determined) allowances

BER S5t BEER 1B BIFPE

BERAE FERER ({83 5E) RERE

HK$'000 HK$’000 HK$'000 HK$’000

FRET FHT FET FET

Hong Kong &/ 26,277,249 328,217 418,932 357,081
Other Efthth= 1,879,607 66,257 66,493 47,851
28,156,856 394,474 485,425 404,932

As at 31 December 2009
RZZEZEAF+=-A=+—H

Impaired Individually

Gross Overdue loans assessed

loans and loans and (individually impairment

advances advances determined) allowances

BE [l REE R R ETHE

B EERER (ERIEEE) REEE

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

FHT F#T FHT FH#T

Hong Kong &/ 26,786,683 339,327 444,974 315,753

Other HfhhblE 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 LA _E MO [E D AT IR S SRETfE M+ 48

location of the borrowers after taking into account FrRREBEREMETE - —MRM

the transfer of risk. In general, risk transfer applies T EEROBERAMMEGEE

when a loan is guaranteed by a party situated in an RESEFHTE - ARBERZE
area different from the counterparty. BRAREEE

The collective impairment allowance is not allocated A REBELARESE TEM

to any geographical segment. R EB o
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(D) Overdue and rescheduled assets (continued)

(D) BN EEERMNEE (&)

(iv) Overdue debt securities included in “Financial (iv) A [15E BB BIEZR KB

assets designated at fair value through profit or
loss”

Included in “Financial assets designated at fair
value through profit or loss” as at 30 June 2010
are debt securities with a fair value of HK$321
million (31 December 2009: HK$310 million)
which are overdue and analysed as follows:

RNFEEZEHEE 2B
AT &S

R-_ZE—ZTFXA=+8"
({5 ABBERURBRATF
BEzZeBREE] REATF
{818 4321,000,0008 7L ( =
TEENEFE+-_RA=+—8:
310,000,000/ 7T ) 2 @1 HA &
WGBS oW ¢

As at
30 June 31 December
2010 2009

R-ZE-2F R-TTIEF
AA=tR +t=-A=t+—H

HK$'000 HK$'000
FHET FAT
(Restated)
(&)
Carrying amounts of debt EE A REE
securities which have been B
overdue for periods of:
- 6 months or less but over —NEA KA T
3 months =EANRE - -
— 1 year or less but over ——FRATH
6 months NEARKE - 309,821
— Over 1 year ——&FE 320,611 292
320,611 310,113

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

Fubon Bank & #B4R7T

RERBZEEBESBH
RRFTER 2 AR - 1
BREFEE TIAEL -
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(E) Non-bank Mainland exposures (E) AMIERITE R
The analysis of non-bank Mainland exposures Wi IERITEZ RARIZSERBH
includes the exposure of the Bank and certain of its EEEBEATEEETHBARR
subsidiaries on the basis agreed with the HKMA. [REYDHT ©
As at 30 June 2010
REB-BFAAZTR
Individually
assessed
On-balance Off-balance impairment
sheet exposure sheet exposures allowances
BEAERA EERERN Total BRI
pa:t it L HERE
HK$'000 HK$'000 HK$'000 HKS$'000
Fin TER Tin TEr
Mainland entities iR 1,014,623 408,949 1,423,572 -
Companies and indviduals outside Rl EERR
the Mainland where the credt ZRHIMREIRIEA
is granted for use in Mainland 3,091,794 484,921 3,576,121 259,313
4,106,417 893,876 5,000,293 259,313
As at 31 December 2009
RIEFNETZA=T-B
Individually
assessed
On-balance Off-halance impairment
sheet exposure shest exposures allowances
BERERA BERER) Total RIS
bl bl et AERE
HK$'000 HKS'000 HKS'000 HK$'000
TFhL T T Thx
Mainland entities iR 728,049 627,354 1,355,403 -
Companies and individuals outside Rtz EERRAH
the Mainland where the credit ZRSEBSMARIRIEA
is granted for use in Mainland 3,879,970 mni 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 2 ULENTRRESEEEREER
advances and other claims on customers. TR HERE
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(F) Currency concentration

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

(F) Shgiss

AEBEBISNE R FRFRIOF
ERMERBEEPIIAINEFR
RESEBERRAIFEN10%
AL - EEHINTREE -

As at 30 June 2010
R-E-FFXA=1H
Chinese Other foreign Total foreign

Equivalent in US dollars Renminbi currencies currencies
HKS Million BEETSE n AR% Ao AT
Spot assets RERE 18,811 308 4,872 23,991
Spot liabilities REBE (17,358) (301) (5,979) (23,638)
Forward purchases EHEA 26,386 99 4,289 30,774
Forward sales REED (27,977) (99) (3.191) (31,267)
Net long/(short) position R/ (B) 858 (138) 7 (9) (140)
Net structural position BRIRRTE 8 383 - 461
As at 31 December 2009
RIBRNETZA=T-H

Chinese Other foreign Total foreign
Equivalent in US dollars Renminbi currencies currencies
HKS Milion BEBTEE B ARE Etihes Sistem
Spot assets REAE n2m 359 5,001 %72
Spot liabilities REBE (19,488) (321) (5210) (25,019
Forward purchases EHEA 7324 91 4,624 12,039
Forward sales EHEW 9,234) 91) (4,509) (13.834)
Net long/(short) position &/ (R)BFE (126) k) @ 92
Net structural position by 8 261 - 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 30 June 2010 and 31 December 2009. The
structural position includes the Bank's investments
in overseas subsidiaries and associates.

Bl R BT R D ARIR PR A HME B
BAEHNNSRENERE] A
BEEGE HeER T —TF
NA=Z+RAR-_BEZAE+_A
=+t—BHALR—EEBT &
EHEEBBESRINENRITE
NGNS A INS i F T L
B

98 Fubon Bank E#B4R1T Interim Report 2010 4 #k &



Unaudited Supplementary Financial Information &8 % #7581 # &4

(G) Cross-border claims

(G) BSIRfERE

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-

BRERANZAEEBERLE
REBETRBREBRLRZSHF
st EmER - ERX5HTF
ZHEBRRERRERT ZHAE
Bz ERERBREEEEERT
MBIZRRIESF < RITHE M5 A
BESTHERERRIBBEHE
REBEFRES - HBRERRKE
BEIEEE10% A E2hEm A
BIEHIRE -

border claims are disclosed.

As at 30 June 2010
RZB-Z2FXA=1H

Public sector

Figures in Banks entities Others Total
HKS$ Million BRETL ]17 NERE Htt 5t
Asia Pacific excluding GAE
Hong Kong (TREBE) 6,258 21 2,350 8,879
- Of which Australia —EiRi 3,457 - 2 3,459
- Of which China -l 1,131 49 1,433 2,613
North America LEM 2,348 318 1,348 4,014
- Of which USA —HPXE 1,841 318 1,322 3,481
Western Europe FilEy 5,647 - 50 5,697
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(G) Cross-border claims (continued) (G) BIRERE ()

As at 31 December 2009
RZZBENFTZA=1+—H

Public sector

Figures in Banks entities Others Total
HKS Million BEAT #17 NEWE Hip {5t
Asia Pacific excluding DAME
Hong Kong (TeEBEE) 6,346 279 2,899 9,524
- Of which Australia —H AR 3,675 - 2 3,677
North America JEEM 3,290 313 1,869 5,472
- Of which USA —HpxE 1,936 313 1,847 4,096
Western Europe Py 5,571 - 56 5,627

(H) Repossessed assets and assets acquired under (H) WEEERIREBEERBEMSE

lending agreements BE

The total repossessed assets and assets acquired RZE—ZTFAA=1+H &%
under lending agreements of the Group as at Bz EEE RIBEE R AT
30 June 2010 amounted to HK$27.7 million (31 1§ & E # %8 /527,700,000 T
December 2009: HK$31.5 million). (ZETENF+=ZA=1+—8H:

31,500,000 7T) ©
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(I) Investments in subsidiaries

All principal subsidiaries which affected the results,
assets or liabilities of the Group, are directly owned
by the Bank. Details of principal subsidiaries at 30
June 2010 are as follows:

m

MELRRE

BEYEREEER SEXA
Bz2HMEEWMBERRHHARTT
BERE R _ZT—TFXA
=THEZREEMBLARZERD
™

Issued and fully % of Net
paid-up ordinary ownership profit/(loss)
share capital interest held for the period Principal
BRARSRZ % BRFER/ activities
LERBA REASY ) E3:231
Incorporated and operating in Hong Kong A& BsMAL K&l
Fubon Credit (Hong Kong) Limited K (B) BRAA HK$65,000,000 100%  HK$35,283,000 Provision of
65,000,000 100% 35,283,000/ financing
senvices
AR
FB Securities (Hong Kong) Limited % (B%) BRAA HK$8,000,000 100%  HK$18,504,000  Securities broking
8,000,000/ 100% 18,504,000 a0y
FB Investment Management Limited ERREERERAE HK$8,000,000 100% HK$150,000 Fund
8,000,000%7C 100% 150,000 management
Fubon Nominees (Hong Kong) Limited Fubon Nominees HKS200 100% (HK$100) Nominess service
{Hong Kongl Limited 0087 100% (100%7) RIEARE
Fubon Insurance Brokers Limited EARBBEERAA HK$100,000 100% HK$632,000  Insurance broker
1000007 100% 632,000/ 7 services
RIRERIRE
All of these controlled subsidiaries have been L EARIAZERBAR B
consolidated into the Group's financial statements. BRMALREBEZERBNA ©
(J) Corporate governance (J) BEER

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.

Fubon Bank & #B%R77 Interim Report 2010 iR HidR &
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(K) Key specialised committees

102

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 the
policies, internal and statutory regulations and
reports to the Board on matters set out in the
code provisions under the Main Board Listing
Rules.

(K) TE=Z

BEZ58%g

EEGCRU=ZEEELZEE
%%§$Eﬁ§ LA Z%5%

BRUITEERES  BRZ
,\E&%’TM\%E o Bbsh - B
BRI TETERREBEUER
BEARTHEEE ZEFZEER
BEIARREREZES  EER
BLZBg NHEEZEEME
RERLZRE -RELRBEEZH
PR BRI LA

) FEEZEE

KOIpBZZEGZEKE
P [ LB #3212
RE - BREBESBIEAT
—ZPNITEELMBE L
FEHMITER - BERZESA
BEBAE ST EEBRZ
B IERITEEH AL
TEF - ZZEBEEFHRD
BONAEH TEARE
RPERITHERIE R -

ERZESRENTHEN
HEEGHAENEERE
EFEREEGZKREMA
R BERBEUARAES
CERNFIN BREDE
E$ﬁ%$£ﬁL&&W%
EEREE R BRI EAZ
BEA M - ERURIE R IR
RITREBEEHL : HAR
BRI AT AR ES
BUER - RSB KA TE AR 51 30 5t
F MR AR RIS A& SCRTEL
HEEERESS®RE -
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(K) Key specialised committees (continued)

(i)

(i)

Fubon Bank & #BR7T

Audit Committee (continued)

During the period, the Audit Committee has
reviewed the Bank's financial reporting process
and the systems of internal control, including
reviews of the internal audit 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 operation
management in response to the audit findings.

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 two Executive Directors 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.

Interim Report 2010 4F 1 #$R &5
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(K) Key specialised committees (continued)

(iii) Remuneration Committee

104

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 approve the remuneration
packages for senior management and key
personnel which include the Chief Executive
Officer, Executive Directors, and Executive Vice
Presidents. 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, makes
recommendations in respect of remuneration
policy and practices and works closely with the
Bank’s risk committee in the evaluation of the
incentives created by the remuneration system.

(iv) Management Committee

The Management Committee comprises the
Bank's Chief Executive Officer, Executive
Directors, Chief Financial Officer, Head of
Legal and Compliance 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 and bank wide initiatives. The
committee also co-ordinates among business
and support units during the implementation
process, monitors the implementation of the
approved business strategies and bank wide
initiatives and reviews the achievement of
business targets and objectives.

Fubon Bank & #B4R7T
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(K) Key specialised committees (continued)

(v)

(vi)

Asset and Liability Committee

The Asset and Liability Committee comprises
the Chief Executive Officer, 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 Chief Executive Officer, Executive
Directors, Chief Financial Officer and heads
of different risk management and control
functions. The Committee is chaired by Mr
Michael Chang, Executive Director and Head
of the Control and Risk Management Group.
The committee has the overall responsibilities
to define 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.
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(K) Key specialised committees (continued)

(vii) Risk Management Committee

The Risk Management Committee comprises
the Bank’'s Chief Executive Officer, Executive
Directors, Chief Financial Officer, Head of
Legal and Compliance and 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.

(L) Management of risks

106

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.
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(L) RERERE (&)
1EREREHE

(L) Management of risks (continued)

(i) Credit risk management (i)

Fubon Bank & #BR7T

This category includes credit and counterparty
risks from loans and advances, issuer risks
from financial investments, 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 lending, trading,
treasury, derivatives and other activities.
The Bank 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 Bank's credit policies which
define the credit underwriting requirements,
credit extension criteria, the credit approval
authorities delegated by 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, the Credit Committee,
Enterprise Credit Risk Management
Department ("ECRM") and Consumer Finance
Risk Management Department (“CFRM").

The Bank's credit risk management function
for non-retail credit risk is shared by lending
officers, ECRM and Credit Committee. The
Credit Committee meets at least once 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 monitoring and controls
and provides guidelines to lending officers to
assist them in monitoring the credit risk of the
loan portfolio.
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(L) Management of risks (continued)

108

(i) Credit risk management (continued)

CFRM has the primary responsibilities of
managing the retail credit risks of the Bank,
including the formulation and periodic review
of credit policy for retail or consumer finance
products.

Besides being the primary non-retail credit risk
management unit of the Bank, ECRM is also
responsible for:

— control of cross-border exposures to
corporate and retail accounts, as well
as those to sovereigns, banks and other
financial institutions;

— portfolio management of risk concentrations;

—  reporting to the Risk Management Committee
regularly on aspects of the loan portfolio,
including information on large credit exposures,
industry exposures, country exposures and
levels of impairment allowances.

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.
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(L) Management of risks (continued)

(i) Credit risk management (continued)

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 extent 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.

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.
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(L) Management of risks (continued)

110

(i) Credit risk management (continued)

(a)

Corporate lending (continued)

The credit risk management procedures
are designed to promote early detection of
counterparty, industry or product exposures
that require special monitoring. ECRM
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.

Retail credit risk

The Group's retail credit risk policy and
approval process are designed to address
relatively homogeneous retail banking
products such as credit cards, unsecured
personal loan and mortgage. Because of the
nature of retail banking, the credit policies
are primarily based on statistical analyses
of risks with respective to different
products and types of customers. CFRM is
responsible for conducting regular review
and monitoring of retail credit risk, including
acquisition and portfolio risk management.
CFRM is also responsible for the
determination and revision of product terms
and desired customer profiles on regular
basis by developing/validating and fine-
tuning of internal scorecard(s) and model(s).
In addition, CFRM also reviews and updates
the existing policies on underwriting, loan
classification, provisioning and write-off on
regular basis.
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(L) Management of risks (continued)

(i) Credit risk management (continued)

(c) Credit risk for treasury transactions

(d

Fubon Bank & #BR7T

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 18(b) of this interim report. The
Group currently uses the current exposure
method for the purpose of providing capital
for such counterparty exposures.

Credit-related commitments

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

112

(i) Credit risk management (continued)

(e) Concentration of credit risk

(f)

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, posting of
collateral and/or third party support as well
as transfer of risk to other third parties as an
integral part of the credit risk management
process.
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(L) RERERE (&)
(i) BEFEHE

(L) Management of risks (continued)

(i) Capital management

Fubon Bank & #BR7T

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 principal forms of capital are included in the
following balances on the consolidated balance
sheet: share capital, share premium, reserves
and subordinated notes issued. Capital also
includes the collective impairment allowance
held in respect of advances to customers and
the regulatory reserve.

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 the
Asset and Liability Committee and is reviewed
regularly by the board of directors.
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(L) Management of risks (continued)

114

(i) Capital management (continued)

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

The capital adequacy ratios are computed on
the consolidated basis of the Bank and certain
of its subsidiaries as specified by the HKMA for
its regulatory purposes, and are in accordance
with the Banking (Capital) Rules of the Hong
Kong Banking Ordinance.

The Group and its individually regulated
operations have complied with all externally
imposed capital requirements throughout the
periods ended 30 June 2010 and 2009 and were
well above the minimum required ratio set by
the HKMA.

Fubon Bank & #B4R7T
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(L) BB (&)
(i) HEBELEE

(L) Management of risks (continued)

(iii) Liquidity management

Fubon Bank & #BR7T

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.

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

116

(iii) Liquidity management (continued)

As part of its liquidity risk management, the
Group focuses on a number of components,
including maintaining sufficient liquid assets,
maintaining diversified sources 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
prudential 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.

The Group's consolidated average liquidity ratio
for the period ended 30 June 2010 was well
above the statutory minimum ratio of 25%.
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L) BRERE (&)

(iv) T5mERE

(L) Management of risks (continued)

(iv) 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 view of the Bank and decides
on future business strategy with respect
to interest rates. It also reviews and sets
funding policy and ensures adherence to risk
management objectives.

Fubon Bank E#B4R7T Interim Report 2010 4 F #f &

miSRBEERIEE TS
REEgEzERT A 81
EFHNERH - BRARDT
ETE  AREEREBERSK
ERUERRE - ATEBEED
B INEWS - REMSK
BAMGTHETRS  AM
EETHRAR - RITRHHT
EPESY MHEHRES:
AR REHAITZRFRE
WM ASERR - A1TY
BSHEERNEEINERS -

mZEREEZBRRES
BNEENERBERRK
BOAREERESBT AR
By =

EEgRa RELEETS
[\ B 3 2 UK M SR TR X AR
FREFEH -BFFEHH
B-RmBERREREZEME
RTEERBZES - %%
BERRRABATHNERZ
EBFER > MAREEBER
RO - %% 8 & EE R
FRABRRLERSRRE
B BIRES A -

117



Unaudited Supplementary Financial Information R4&84% 7 81 %44

(L) EBERE (&)
(iv) T5EREE (&)

(L) 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 sale of derivatives to customers as risk
management products and subsequent use of
derivatives to manage the resulting position
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 customer-related business and
structural foreign currency exposures. All
foreign currency positions are managed by
the Financial Markets Group 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.
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(L) Management of risks (continued)

(iv) Market risk management (continued)

(b)

Fubon Bank & #BR7T

Interest rate risk

The Group's interest rate positions mainly
arise from treasury, retail banking and
commercial banking activities. Interest
rate risk arises in both trading portfolios
and banking portfolios. Interest rate risk in
trading portfolios results from customer-
driven business and the bank's proprietary
positions; interest rate risk in banking
portfolios primarily results from timing
differences in the repricing of interest-
bearing assets, liabilities and commitments.
Interest rate risk is managed by the Funding
Centre within limits approved by the Board
under the guidance of ALCO.

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.

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.
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(L) Management of risks (continued)

(iv) Market risk management (continued)

(c) Risk management tools (continued)

Unaudited Supplementary Financial Information R4&84% 7 81 %44

(L) EBEE (&)
(iv) T5EREE (&)

() EmEEIA(HE)

120

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 a
parametric model. This model 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 table below are calculated
independently according to the underlying,
correlations and historical market
movements.

At 30 June ~A=+AH

VAR by risk type: AR EIEE S

R 1E -
Foreign exchange risk SN [ B
Interest rate risk F= @R
Equities risk R 22 @ B
Total VAR RERE

Market risk exposure

The average daily revenue generated from
the treasury's trading activities for the
period was HK$67,766 (2009: HK$90,137)
and the standard deviation was HK$95,974
(2009: HK$291,622). An analysis of the
Group's trading revenue is shown below:
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(L) Management of risks (continued) (L) BB (&)
(iv) Market risk management (continued) (iv) TSR EE (&)
(d) Market risk exposure (continued) (d) TSRS FEYE (4F)

Daily Distribution of Trading Revenue for the Period ended 30 June 2010
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(L) Management of risks (continued) (L) REERE (&)
(iv) Market risk management (continued) (iv) TR EE (&)
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(d) Market risk exposure (continued)

This shows a maximum daily loss of
HK$309,252 (2009: HK$545,412) with
19 days (2009: 45 days) out of 121 days
(2009: 121 days) showing losses. The
most frequent results were observed
in daily revenue falling between
HK$60,000 to HK$80,000 (2009: HK$0 to
HK$100,000) with 24 occurrences (2009:
38 occurrences). The highest daily revenue
was HK$361,230 (2008: HK$1,230,667).
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Bank Network
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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 Insurance Brokers Limited
Tel: (852) 2842 1636

Fubon Nominees (Hong Kong) Limited

BRANCHES

HONG KONG

Central Main Branch *
Sheung Wan

Queen'’s Road East *
Wanchai

Causeway Bay *
North Point

Taikoo Shing *
Chaiwan

Fubon Bank E#BR7T Interim Report 2010 4 #k &

HWINERE

EBHR

f=EEA 385

BHRITRE

E 34 (852) 2842 6222

fEH: (852) 2810 1483

#84E - www.fubonbank.com.hk

FEHNBLFE

EREK (BB)FRAF
&k (852) 2806 7228

ERES (FB)FRAT
A (852) 2842 6115

ERREEEERAA
EE5h: (852) 2842 1688

ERRBEEBERAE
EE5h: (852) 2842 1636

Fubon Nominees (Hong Kong) Limited

71T

B
RIRAAT *
fint: ]
ERKER *
nE
A -
A

R *
£ |

123



Bank Network $R1T#3%%

KOWLOON b -}

Kowloon Main Branch * TLEE#AT *
Tsimshatsui * RWPIE *

Jordan ==

Mongkok o=}

Cheung Sha Wan RDE

Mei Foo * E3-0

Kwun Tong Bz

Richland Gardens ELitE

Hunghom * ALH *

NEW TERRITORIES SRS

Tsuen Wan * B A

Tuen Mun H=F

Yuen Long * JUBR *

Tai Po K

Shatin * WH *

Branches Tel: (852) 2566 8181 D1TERE: (852) 2566 8181
* With Ambassador Banking Counter * % Ambassador Banking & 2
SECURITIES SERVICES CENTRES EHRERBE PO
Central rhig

Tel: (852) 2842 6161 E 54 (852) 2842 6161
Yuen Long JUBA

Tel: (852) 2869 6389 E 54 (852) 2869 6389
CREDIT CARD CENTRE E R

Tel: (852) 2566 8181 E 54 (852) 2566 8181
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