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(Expressed in thousands of Hong Kong dollars)

~MEALEEZ
For the
six months ended

—EENE —TT=F

AA=TH ~A=1H

Ffis Note 30 June 30 June

2004 2003

BN Interest income 865,534 1,037,827
FEZH Interest expense (184,877) (312,773)
EFI B A Net interest income 680,657 725,054
H AU A Other operating income 2 262,133 208,657
B A Operating income 942,790 933,711
mET Operating expenses 3 (329,317) (318,659)
RIS R Operating profit before provisions 613,473 615,052
RIERREE Credit for bad and doubtful debts 4 126,947 174,777
REEE R E BT Operating profit after provisions 740,420 789,829
HERTEE TN (B8) Net gain/(loss) on disposal of fixed assets 21,160 (661)
FEEHER Loss on revaluation of premises = (1,711)
HEREFS 2 FWE Net gain on disposal of investment securities - 111
REERFZREBIEER Provision for impairment losses on investment securities = (120)
B B Al Profit before taxation 761,580 787,448
I8 Taxation 5 (103,301) (236,585)
% R AL Profit attributable to shareholders 658,279 550,863
¥ Dividends 6 378,000 390,000




(B¥TLERFIR)

(Expressed in thousands of Hong Kong dollars)

“BENEF It 3 3
AA=tR +ZA=t-H
As at As at
30June 31 December
#izE Note 2004 2003
&E Assets
EFREREHES Cash and short-term funds 17,035,626 18,450,891
—ET_AARIEZRITR Placements with banks and other financial
HAth BB institutions maturing between one and
twelve months 6,986,797 10,469,792
ERES Trade bills 271,008 320,130
BEZERE Certificates of deposit held 4,777,798 3,076,743
Hin B HEE Other investments in securities 631,714 639,305
SRR EARIE Advances and other accounts 7 38,696,096 37,062,073
BEZIHAES Held-to-maturity securities 17,984,475 15,766,330
"EESR Investment securities 10,648 10,648
REHE N7 Investment in an associate = -
ElE&E Fixed assets 1,674,515 1,757,449
HiEE Other assets 987,740 1,265,531
BELH Total assets 89,056,417 88,818,892
=i Liabilities
RITREMSBEE 2 TR R % Deposits and balances of banks and other financial institutions 4,728,819 2,175,086
HPEER Deposits from customers 8 70,857,118 72,816,274
H A fRIE R Other accounts and provisions 9 2,175,148 2,538,500
BIIZERE Certificates of deposit issued 654,714 659,051
FERARE Dividends payable 378,000 660,000
BERR Total liabilities 78,793,799 78,848,911
EARRIR Capital resources
[ Share capital " 600,000 600,000
B Reserves 12 9,662,618 9,369,981
BRES Shareholders' funds 10,262,618 9,969,981
BENENRRETE Total liabilities and capital resources 89,056,417 88,818,892

Nanyang Commercial Bank
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Consolidated Statement of Changes in Equity

(BT ER) (Expressed in thousands of Hong Kong dollars)
RENE EE
R&  EREE  EfEE  EfEE  AERE  E€5EA Eh
Investment
properties Premises
Share Capital ~ revaluation revaluation ~ Exchange  Retained
capital reserve reserve reserve reserve earnings Total
RZZTZE=F—A—H  FHJIE At 1 January 2003, as previously reported 600,000 605 101192 1,355,457 (9598) 7395209 9,442,865
NG EERE 125 (RIBI]) EENTE Effect of adoption of SSAP12 (revised) - - - (208,507) - 241,616 33,109
RZZEE=F—F—H " E5| At 1 January 2003, as restated 600,000 605 101,192 1,146,950 (9,598) 7,636,825 9475974
BfhEE Deficit on revaluation - - (7621)  (61223) - - (7884)
WENE 2 EfREER Transfer on disposal of properties - - - (2,248) - 2,048 -
B R E R AL IE Provision for deferred tax liablties - - - (5,901) - - (5,901)
BINETSER B ZINESREETE Exchange difference arising on translation
of overseas operations - - - - (14) - (14)
BRRAERZFRE Net qains and losses not recognised in the proft
and loss account - - (17,621) (69,372) (14) 2,48 (84,759)
REEF Net profit for the period - - - - - 550,863 550,863
RZZEZE=FA=FH At 30 June 2003 600,000 605 83,571 1,077,578 (9612) 8189936 9,942,078
AR Representing:
BEEMIREHHRS Interim dividend declared 390,000
Hit Others 7,799,936
8,189,936
RZZTZE=F+tA—8 At 1 July 2003 600,000 605 83,571 1,077,578 (9612) 8189936 9,942,078
BEHAK Surplus on revaluation - - 2,848 - - - 2,848
YEME 2 SEFHEER Transfer on disposal of properties - - (119) (1123) - 1123 (119)
RIEERIER AR R Reversal of provision for deferred tax liabilities - - - 177 - - 177
BINETSERE ZHNEREETE Exchange difference arising on translation of
OVerseas operations - - - - (645) - (645)
BRRAERZZRE Net gains and losses not recognised in the profit
and loss account - - 2,729 (946) (645) 1123 2,261
REHF Net proft for the period - - - - - 107564 1,075,642
BEEMRERDRS Interim dividends declared - - - - - (1,050,000 (1,050,000)
R-ZEZE=F+-A=+—H At 31 December 2003 600,000 605 86,300 1,076,632 (10.257) 8,216,701 9,969,981
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Consolidated Statement of Changes in Equity

(Expressed in thousands of Hong Kong dollars)

(B¥TLERFIR)

REnz BE
Re  EARRE  ERBRE  EMRBE  AEEE 2B At
Investment
properties Premises
Share Capital ~revaluation revaluation ~ Exchange  Retained
capital reserve reserve reserve reserve  earnings Total
RZZZMFE-HA—H At 1 January 2004 600,000 605 86300 1,076,632 (10257) 8216701 9,969,981
MELE 7 EEREER Transfer on disposal of properties = = = (69,577) = 69,577 =
BB AR i Reversal of provision for deferred tax liabilties - = = 11,625 = = 11,625
INERIR B ZNERE 25 Exchange difference arising on translation of
overseas operations - - - - 733 - 733
BRRAERZERE Net gains and losses not recognised in the proft
and loss account - - - (57,952) 733 69,577 12,358
REEF Net profit for the period - - - - - 658,279 658,279
BEMRETHRS Interim dividends declared - - - - - (3780000 (378,000)
RZZETMFARA=1H At 30 June 2004 600,000 605 86,300 1,018,680 (9,524) 8566557 10,262,618

TQ Nanyang Commercial Bank
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(Expressed in thousands of Hong Kong dollars)

~EREEZE
For the
six months ended
—EENE —TT=F
AA=TH ~A=1H
30 June 30 June
B3 Note 2004 2003

REEB REeRE Cash flow from operating activities

BRERAICEEERE 2 (RY) RAFE Net cash (outflow)/inflow from operating

activities before taxation 13(a)  (5,941,340) 1,902,543
SIS EBFIGH Hong Kong profits tax paid (12,679) (14,224)
BLEINIERL Overseas profits tax refund 1,933 982

LIRS (RE) S RAFE Net cash (outflow)/inflow from operating activities (5,952,086) 1,889,301
REEHK HenE Cash flow from investing activities

BARTEE Purchase of fixed assets (11,561) (875)

HEETEEMSHIA Proceeds from disposal of fixed assets 86,310 2,736

HERERHFMERE Proceeds from disposal of investment securities = 17,929

B EES 2 R E Dividends received from investment securities 660 498
REEB RS MATHE Net cash inflow from investing activities 75,409 20,288
MEEBRZEL RE) /AAEE Net cash (outflow)/inflow before financing activities (5,876,677) 1,909,589
MEXEBZREME Cash flow from financing activities

TREBRERE Dividends paid on ordinary shares (660,000) (252,000)
BEELEERIBEER i) /i (Decrease)/increase in cash and cash equivalents (6,536,677) 1,657,589
R—A—BzEFReRERRLIER Cash and cash equivalents at 1 January 24,025,737 21,607,288
RAR=+HzEFRe RERREIER Cash and cash equivalents at 30 June 13(b) 17,489,060 23,264,877
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REEERETHE

BFRERITARLN R LEMEAR (5
BIREE]) REEZ 2 BRI
BoRRERBREESHMOGEMNE
e EBERF 255)2[43,31@%5“%#&%
Fitm® - AP RREEREE =
TE=F+ - A=t—HEEHBHR
— B9 -
BT PRI B REARAN S
BRMAEDEZRRHEASERE T
=+ A=t B EREIBHRK
—H.

Hit & WA

(Expressed in thousands of Hong Kong dollars)

1 Basis of preparation and accounting policies

These unaudited condensed consolidated interim financial statements of Nanyang
Commercial Bank, Limited and its subsidiaries (hereinafter as the “Group”) for the
period ended 30 June 2004 are prepared in accordance with Hong Kong Statement of
Standard Accounting Practice (“SSAP") 25 on “Interim Financial Reporting”, issued by
the Hong Kong Society of Accountants ("HKSA"). These condensed interim financial
statements should be read in conjunction with the annual financial statements for the
year ended 31 December 2003.

The accounting policies and methods of computation used in the preparation of these
condensed interim financial statements are consistent with those used in the preparation
of Group annual financial statements for the year ended 31 December 2003.

2 Other operating income

~NMERHEE
For the
six months ended
—EEME —TT=F
AA=Z+HE  RHA=TH

30 June 30 June
2004 2003
AR7% B KR & WA (BizE(a) Fees and commission income (note (a)) 232,864 180,395
B RSERAST N Less: Fees and commission expense (44,028) (32,161)
R E KA FHA Net fees and commission income 188,836 148,234
Hih B 5% E 2 F s Net gain from other investments in securities 10,564 1,616
HNETEED 2 F U E Net gain from foreign exchange activities 51,016 38,391
REYE 2 HSERA Gross rental income from investment properties 10,569 11,892
B BERENE s X Less: Outgoings in respect of investment properties (1,633) (1,686)
FELETBEHRE ZREWMA Dividend income from unlisted investments
in securities 660 868

Hith Others 2,121 9,342

262,133 208,657

Nanyang Commercial Bank
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(Expressed in thousands of Hong Kong dollars)

2 Other operating income (Continued)
Note:

(a) Fees and commission income

~EAKEZR

For the six months ended
—EEMF ZTT=F
~A=1+H ~NA=FH
30 June 30 June
2004 2003
EHuL Securities brokerage 45,632 15,638
AR Credit card 811 1,064
RE Bills 49,824 46,792
76 Loans 23,844 22,898
ARG Payment services 27,128 22,264
ol Insurance 15,507 10,654
BEERE Asset management 21,962 7,970
EES Trust services 1,529 4,331
ER Guarantees 2,872 1,830

Hit Other

- REMH — Safe deposit box 8,150 7,874
— NEEFR ~ Low deposit balance 4,898 9,248
- BEE% - Currency exchange 759 601
— R - BOC cards 2,085 2,444
- RgFAa - Dormant accounts 1,838 1,138
— REBEK — Agency services 591 306
-8 - Postage and telegrams 1,656 1,201
— BifRE ~ Information search 1,962 381
— RIEfT - Correspondent banking 2,973 2,265
— Hitb - Sundries 18,843 21,496
232,864 180,395

i
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(BT ER) (Expressed in thousands of Hong Kong dollars)
3 REXH 3 Operating expenses
~MEAKEEZE
For the
six months ended
—2EME  —TT=F
ARA=+H ARA=TH
30 June 30 June
2004 2003
ASER (BEESHS) Staff costs including directors’ emoluments
—FrB & B A0 B — salaries and other costs 188,365 184,895
—iRRAAR — pension cost 16,398 16,615
FEREEBEZ L (TBERE) Premises and equipment expenses
excluding depreciation
-REfS - rental of premises 8,548 7,510
-~ BB ERIRBE ~ computer equipment and service expenses 40,682 39,262
—#E RERHAMER - repair, maintenance and others 8,132 7,963
HEER Depreciation 29,351 29,843
BRI E Auditors’ remuneration
—Ei R - audit services 565 500
— I E A RS - non-audit services - -
Hity Others 37,276 32,071
329,317 318,659

Nanyang Commercial Bank
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(Expressed in thousands of Hong Kong dollars)

4 FRIFREBE 4 Credit for bad and doubtful debts
~MEAKEEZE
For the
six months ended
—BENF  —TT=F
ARA=+H ARA=TH
30 June 30 June
2004 2003
REBIREGT (BE) BE (Credit)/charge for bad and doubtful debts
SRk Specific provisions
— TR — new provisions 30,232 126,581
— [l - releases (102,238) (80,529)
e EITRE T =P ] — recoveries (54,941) (55,829)
(126,947) (9,777)
—fRERE General provisions
— [l - releases = (165,000)
BOBERRFE Net credit to consolidated profit and loss account (126,947) (174,777)
5 HE 5 Taxation
e EER HIBEKIT The amount of taxation charged to the consolidated profit and loss account represents:
~MERKEEZE
For the
six months ended
—BENF  —TT=F
ARA=+H ARA=TH
30 June 30 June
2004 2003
BAENEH Hong Kong profits tax 113,248 95,195
TBHNRTE Overseas taxation (8,439) (2,662)
A (BR0) /5T A GREMIEE10) Deferred tax (credit)/charge (note 10) (1,508) 144,052
103,301 236,585
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(Expressed in thousands of Hong Kong dollars)

5 HEE

5 Taxation (Continued)

BEFIGR YR RA R b ERBUAF
KFE17.5% (ZTT=F : 17.5%) 1%
BEAERE o BINEF 2 BFIR R AR B A
ERBRFIKERLEEBMERER
BB EE o

AEEFZERBREERBENHR
5 SRERRBRAELE NZTT
WERA=1TH  KNEERUEREY
RESINGEEERBRNEMEE]
7 $tiE 129,858,000/ T (C 2T =4
+-A=1+—H : 442,553,00087T) °
AEERLSEBLEIRE  BIRE
FTEREFE 2L BB CEFH
AEERFADEFEENERRIE &
BEEBFISHESFENHBEZEN
T

Hong Kong profits tax has been provided at the rate of 17.5% (2003: 17.5%) on the
estimated assessable profit for the period. Taxation on overseas profits has been
calculated on the estimated assessable profit for the period at the rates of taxation
prevailing in the countries in which the Group operates.

The Group has entered into a number of aircraft leasing and coupon strip transactions
involving special purpose partnerships. As at 30 June 2004, the Group's investments in
such partnerships, which are included in “Other assets” in the consolidated balance
sheet, amounted to HK$129,858,000 (31 December 2003: HK$442,553,000). The
Group's investments in partnerships are amortised over the life of the partnerships in
proportion to the taxation benefits resulting from those investments.

The taxation on the Group’s profit before taxation differs from the theoretical amount
that would arise using the taxation rate of Hong Kong as follows:

~MARZEEZRE
For the
six months ended

—gEmE  —TI=F

AA=+H ~A=1H

30 June 30 June

2004 2003

B AT R Profit before taxation 761,580 787,448
BHE1T 5% (ZTZ=F : 17.5%) Calculated at taxation rate of 17.5% (2003: 17.5%) 133,276 137,803

STERTIE

HpERHEZENFE Effect of different taxation rates in other countries (22,621) (21,639)
EEARB M Income not subject to taxation (10,416) (33,073)
Wi E AR < B2 Expenses not deductible for taxation purposes 4,570 9,442
ERR S | =58 Recognition of temporary differences (1,508) 144,052
SFAFIE Taxation charge 103,301 236,585

Nanyang Commercial Bank
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(BT ER) (Expressed in thousands of Hong Kong dollars)
6 KE 6 Dividends
~NMERHEEZRE
For the
six months ended
—EENFE —TE=F
A~AA=+H K~A=t+H
30 June 30 June
2004 2003
E-ZENFAA-T/\HEEMEHE 2004 interim dividend declared on 28 June 2004
ZZEZMEEZHIREGREIBT of HK$63 per ordinary share 378,000 -
E-ZZ=F N \AT_HEEMREZ 2003 interim dividend declared on 12 August 2003
—EE-FEPHREETRSHET of HK$65 per ordinary share = 390,000
7 EXRRHEMERE 7 Advances and other accounts
L -
AA=ZtTH t+ZA=1—H
As at As at
30 June 31 December
2004 2003
BEER Advances to customers 39,537,492 38,106,021
FEEHH 2 Accrued interest 227,658 213,392
39,765,150 38,319,413
RIZRES Provision for bad and doubtful debts
— 555 - Specific (382,659) (570,993)
-—% - General (686,395) (686,347)
38,696,096 37,062,073
RZZEMFEARA=TAR=EZ=F At 30 June 2004 and 31 December 2003, there were no advances to banks and other
TZA=Z1+—H AEETEEZRRAE financial institutions.
TR EAS BEEE -
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(BT ER) (Expressed in thousands of Hong Kong dollars)
7 EXRRHEMERE (E) 7 Advances and other accounts (Continued)
TEOERDITIT Non-performing loans are analysed as follows:
—ZINF _TT=F
AA=tR +ZA=1-H
As at As at
30 June 31 December
2004 2003
TEHEFR Non-performing loans 934,610 1,260,430
WEPERBBELANL As a percentage to total advances to customers 2.36% 331%
N B ERIEL 2 FeRlEE Specific provisions made in respect of such loans 378,750 567,364
HERTBHERZERHE Amount of interest in suspense of such loans 5,701 5,804
TROEFIEMNEEEALLERIER Non-performing loans are defined as loans and advances to customers on which interest
LT B2 BEFEN - BRIEBEEES is being placed in suspense or on which interest accrual has ceased. The above specific
BERZERREE - provisions were made after taking into account the value of collateral in respect of
such advances.
8 EBEFEX 8 Deposits from customers
b+ k2 ZET=E
AA=tR +ZA=1-H
As at As at
30 June 31 December
2004 2003
BIERTF SR R SR T 5K Demand deposits and current accounts 3,968,354 3,644,336
REER Savings deposits 30,898,207 30,891,750
EH - BH BT Time, call and notice deposits 35,990,557 38,280,188
70,857,118 72,816,274

Nanyang Commercial Bank
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(BT ER) (Expressed in thousands of Hong Kong dollars)
9 HttlREREHE 9 Other accounts and provisions
—EEIME —TT=F
AA=tH +ZA=1—H
As at As at
30 June 31 December
2004 2003
JEFFILE Interest payable 87,067 82,081
REAFRIE (MY 7EG) Current taxation (note (a)) 150,940 56,877
EIEE (BRE P EE10) Deferred tax liabilities (note 10) 93,225 104,177
JEET I LAt FE 53R Accruals and other payables 1,843,916 2,295,365
2,175,148 2,538,500
i Note
(a) ZEABITE : (a) Current taxation:
—EEME —TT=F
AAB=+H +ZA=1+—H
As at As at
30 June 31 December
2004 2003
BEANER Hong Kong profits tax 151,271 50,702
TBINRIE Overseas taxation (331) 6,175
150,940 56,877
10 EERE 10 Deferred taxation
R EEREEAGB I MR HEE Deferred tax is recognised in respect of the temporary differences arising between the
ERENEMEMSE 2 G Z5EIER tax bases of assets and liabilities and their carrying amounts in the accounts. Deferred
B o EERIBIA B E A S = taxation is calculated in full on temporary differences under the liability method using
BREBHEI17.5% (ZET=4F: a principal taxation rate of 17.5% (2003: 17.5%).
17.5%) ER B -
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(BB TFLEMIIT) (Expressed in thousands of Hong Kong dollars)
10 JEFERLIE () 10 Deferred taxation (Continued)

HEEERBRAZELHEEENA
BXEEE  UREERHZZEHN

The major components of deferred tax assets and liabilities recorded in the consolidated
balance sheet, and the movements during the period are as follows:

T
mEFTE H At R
RUE EEEMR —REE MHEH @et
Accelerated Other
EERBEE/ Deferred tax assets/ tax Asset  General temporary
(B (liabilities) depreciation revaluation provisions differences Total
RZETMFE—-HF—A At 1 January 2004 6,811  (212,651) 118,259 (8,170)  (95,751)
TEHERER (ZE) /& (8 B i 25) (Charge)/credit to profit and
loss account (note 5) (5,011) 6,281 238 - 1,508
Bt Credit to equity - 11,625 - - 11,625
RZETMFA=1H At 30 June 2004 1,800  (194,745) 118,497 (8,170)  (82,618)
WZEE=F—F—H At 1 January 2003 7,794 (208,507) 239,905 (6,083) 33,109
EBREEAN (R /&R (Charge)/credit to profit
and loss account (983) 1,580  (121,646) (2,087)  (123,136)
e Charge to equity - (5,724) - - (5,724)
“TE=F+-A=1—H At 31 December 2003 6,811 (212,651) 118259  (8,170)  (95,751)

ERATRENARRAERNBEERRA
HARAEERE  MECHBESRE—H
IR - BRI F — E R EEHIRE
ERRLERRRELHEE - TS
REERBRANIIRZE®E - Bt AE
EiscE

Deferred tax assets and liabilities are offset when there is a legally enforceable right to
set off current tax assets against current tax liabilities and when the deferred taxes
relate to the same fiscal authority. The following amounts, determined after appropriate
offsetting, are shown in the consolidated balance sheet:

—ZEIME —TL=F

~AAZ+A +ZA=1+—H

As at As at

30 June 31 December

2004 2003

BERIBEE () Deferred tax assets (note) 10,607 8,426
REFRIEEE Deferred tax liabilities (93,225) (104,177)
(82,618) (95,751)

eE - hEREBREREMBEEIA

Note: This amount is included in “Other assets”.

Nanyang Commercial Bank
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10 SEEDIE (4)

(Expressed in thousands of Hong Kong dollars)

10 Deferred taxation (Continued)

—EENE ZTE-F

ABETR +=A=t-A

As at As at

30 June 31 December

2004 2003

BERIBEE (BB @ AKKE) Deferred tax assets to be recovered after 12 months 119,590 125,700
ELEREEE(BRT _@ABIM) Deferred tax liabilities to be settled after 12 months (679) (2,016)
118,911 123,684

1 BE 11 Share capital

“EZME 2%

AA=tH +ZA=1—H

As at As at

30 June 31 December

2004 2003

EE C BEITRAR Authorised, issued and fully paid:
6,000,0008% A% - BREE 6,000,000 ordinary shares
1007 7T of HK$100 each 600,000 600,000
12 R 12 Reserves

= e

AA=tH +ZA=1—H

As at As at

30 June 31 December

2004 2003

BAGE Capital reserve 605 605
REMFEMEE Investment properties revaluation reserve 86,300 86,300
FEEH#E Premises revaluation reserve 1,018,680 1,076,632
BEFE Exchange reserve (9,524) (10,257)

BEEN Retained earnings 8,566,557 8,216,701

9,662,618 9,369,981
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(BT ER) (Expressed in thousands of Hong Kong dollars)
13 RERERERMT 13 Notes to the consolidated cash flow statement
(a) B EBHRLEEFEBRBATLE (a) Reconciliation of operating profit after provisions to net cash (outflow)/inflow from
%28 (L) RAFEYE operating activities before taxation:
~NERZEEZE
For the
six months ended
“ZEME —ET=F
RA=tA ~A=1H
30 June 30 June
2004 2003
B R Operating profit after provisions 740,420 789,829
e Depreciation 29,351 29,843
RIEFEED Credit for bad and doubtful debts (126,947) (174,777)
B 2 5k (ks k@ 50E8) Advances written off net of recoveries (61,387) (46,183)
FELMBHERE ZREUWA Dividends received from unlisted investment securities (660) (498)
REBABB=(AAEELE Change in treasury bills with original maturity over
three months 137,470 (133,160)
RESHABB=M@EAZHRITR Change in placements with banks and other financial
HihepigEmrae institutions with original maturity over three months (149,931) 3,166,588
[RE|EAR B =18 H Z BN HEI &2 Change in money at call and short notice with
RHBAERE original maturity over three months 516,105 1,289,533
EUES Change in trade bills 49,122 (56,330)
REFPERB=EAZHE Change in certificates of deposit held with original
FEE maturity over three months (1,419,427) 7,357
HiBFIEE Change in other investments in securities 7,591 797
BFHEEIEAEARE Change in held-to-maturity securities (2,218,145) (775,022)
SRR EARIEEE) Change in advances and other accounts (1,445,738) (1,367,372)
HinEE# Change in other assets 279,972 194,227
ERHBA=EAZRITR Change in deposits and balances of banks and other
Hiv S RMIE 2 TR ERE financial institutions repayable over three months 130,044 (121,523)
HPERES Change in deposits from customers (1,959,156) (1,452,257)
HiaBRA R EHE Change in other accounts and provisions (446,463) 551,505
Bz EREE Change in certificates of deposit issued (4,337) -
b i, 58 Exchange adjustments 776 (14)
BREAICEER RS (RL) Net cash (outflow)/inflow from operating activities
MAFER before taxation (5,941,340) 1,902,543

Nanyang Commercial Bank
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13 RERERERMET (@)
(b) BEFRERERRERREFON

(Expressed in thousands of Hong Kong dollars)

13 Notes to the consolidated cash flow statement (Continued)

(b) Analysis of the balances of cash and cash equivalents

—2EQNE “ETCR
AA=tR +ZA=1-H
As at As at
30 June 31 December
2004 2003
ERERe RRTREMS REkE Cash and balances with banks and other
e financial institutions 3,682,015 788,655
REMAT=EARENER Money at call and short notice with original maturity
KR A A within three months 12,325,341 15,638,868
REBAT=EARNZES Treasury bills with original maturity within three months 440,298 636,763
REBBE=@ARNZETR Placements with banks and other financial institutions
Hiv S RMIET R with original maturity within three months 3,709,148 7,490,582
REHMAE=@ARNZEEZ Certificates of deposit held with original maturity within
A& three months 1,866,464 389,752
REBMAT=EARNZHRITR Deposits and balances of banks and other financial
Hih & philiE 2 T R 5 institutions with original maturity within three months (4,534,206) (1,679,743)
17,489,060 23,264,877

14 BERERNZER
(a) HARMEIALE
FRRBRRAETEBRERE

14 Off-balance sheet exposures

(a)

Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant class of

SREEREWT contingent liabilities and commitments:
—EEME eSS
AA=tE +=A=t-R
As at As at
30 June 31 December
2004 2003
BEREERNIEE Direct credit substitutes 387,285 310,787
HRXSGEBIIAEE Transaction-related contingencies 117,107 156,654
HESEBUZHAREE Trade-related contingencies 2,200,506 2,075,095

HifgdE - RESBAR Other commitments with original maturity of:

——F AT AT R RUR ~ under 1 year or which are unconditionally cancellable 6,348,595 5,827,789
——FRN\E ~ 1 year and over 5,355,207 5,485,753
14,408,700 13,856,078
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14 BEGERN AR (B

(b) FTETA

(Expressed in thousands of Hong Kong dollars)

14 Off-balance sheet exposures (Continued)

(b) Derivatives

TETARBEEZENZRERE The following is a summary of the notional contract amounts of each significant
WEEHBEOT type of derivatives:
“EEMERAZTA ZERETA=T-H
As at 30 June 2004 As at 31 December 2003
BE RERYnm A% EE ERYWR A
Trading Hedging Total  Trading  Hedging Total
PR &4 Exchange rate contracts
RE Spot 713,377 - T13377 524176 - 524176
2N Forward contracts 16,210 - 16210 35406 - 35,406
Bk Hf Currency swaps 274063 297,354 571,417 124,586 302,09 426,682
SMNEZR 5 RS 4 Foreign exchange options contracts
- UN ] - currency options purchased 23,301 - 23301 144386 - 144,886
—BNE®EE - currency options written 23301 - 23301 144886 - 144,886
ESED Interest rate contracts
|4 B Interest rate swaps - 3,579,786 3,579,786 - 3,040,883 3,040,883
ES: i) o8 Interest rate swaption contracts
BEhim g - swaption written 517,677 - 517677 517,289 - 517,289
P E=RE L Equity contracts
REDRRES L Equity options contracts
—BEABREHE - equity options purchased 66,226 - 66226 90,916 - 90916
—BLREASE - equity options written 66,226 - 66226 90916 - 90916
1,700,381 3,877,140 5,577,521 1,673,061 3,342,979 5,016,040
BERSGORERRTEFEERSYY The trading transactions include positions arising from the execution of trade orders
HZERREMBENERIAR - from customers or transactions taken to hedge those positions.

Nanyang Commercial Bank
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14 EEEERIN AR (&)
(b) PTETA (&)

TR EEABRIMNEROEERAK
FEERE ISR (LA B2
FEBERZTE) T

(Expressed in thousands of Hong Kong dollars)

14 Off-balance sheet exposures (Continued)

(b) Derivatives (Continued)

The replacement costs and credit risk weighted amounts of the above off-balance
sheet exposures, which do not take into account the effects of bilateral netting
arrangements that the Group and the Bank entered into, are as follows:

—EEME —TT=F
~A=tH +=-A=1+—"H
As at 30 June 2004 As at 31 December 2003
FERR FERB
BEERA  mEHE 2 EEXLR EEE
Credit risk Credit risk
Replacement  weighted Replacement  weighted
cost amount cost amount
SHAEEREE Contingent liabilities and
commitments 3,321,613 3,281,298
bR 5 49 Exchange rate contracts 4,628 3,626 783 3,838
FEE4 Interest rate contracts 107,587 43,194 47,360 17,412

ZETAZ AN EBRBRERRN
2%\@%/\)51 THRZZEZ=F+=
A=1T—BIARTERNRHE - T
R ERMRIOBEE -

EERBRIESRERBEEE(RITEE
pMR=NEEEREERE L 2185
8 - REHENF ERRR I ZHF
MER R BRANNEI AR -
BERARKEEEMARMEEMA
BESEBZANNKA (BREXFHTF
TEITEME) - YREZFANNMER
B -BERARZERNNGEERZE
BRI IME -

112,215 3,368,433 48,143 3,302,548

The contract or notional amounts of these instruments indicate the volume of
transactions outstanding as at 30 June 2004 and 31 December 2003. They do not
represent amounts at risk.

The credit risk weighted amounts are the amounts which have been valued in accordance
with the Third Schedule of the Hong Kong Banking Ordinance and guidelines issued by
the Hong Kong Monetary Authority. The amounts calculated are dependent upon the
status of the counterparty and the maturity characteristics of each type of contract.

Replacement cost is the cost of replacing all contracts which have a positive value
when marked to market (should the counterparty default on its obligations) and is
obtained by marking to market contracts with a positive value. Replacement cost is
considered to be a close approximation of the credit risk for these contracts at the
balance sheet date.



Mo B RH

(BT ER) (Expressed in thousands of Hong Kong dollars)
1 BEXZELEERABESLLE 1 Capital adequacy and liquidity ratios
ZEENE  _—TT=F
AA=+H +=ZA=+—H
As at As at
30 June 31 December
2004 2003
RICHREERT LK Unadijusted capital adequacy ratio 21.19% 20.94%
RAEB KT R E Adjusted capital adequacy ratio 21.08% 20.83%
RCHBEAR T R EBRBEEAGRTT The unadjusted capital adequacy ratio represents the consolidated ratio of the Bank
EEPDME=FTENARBITREESR and a subsidiary as specified by the Hong Kong Monetary Authority as at 30 June 2004
ERRMEEZ —ZMBARR_ZT and 31 December 2003 computed in accordance with the Third Schedule of the Hong
MEAA=TERZZEZT=F+-A= Kong Banking Ordinance.

—HiEA & . . . _ . .
T RAEALE The adjusted capital adequacy ratio represents the consolidated ratio of the Bank and

KABRBAREHENRERS2RE a subsidiary as specified by the Hong Kong Monetary Authority as at 30 June 2004 and
ERMEnNEERRFMGTmEER 31 December 2003 computed in accordance with the guideline “Maintenance of
HRFERENES FtRkiEERRR Adequate Capital Against Market Risks” under the Supervisory Policy Manual issued
miZERESTENRRITREERHE by the Hong Kong Monetary Authority taking into account both credit risk and market
ERIEEL —ZMBARIN_2ZN risk.

FRAZTERZZEE=F+A=+
—HEERALLER -

—BENF  —TT=F

2004 2003
H—A—HBE~NA=THAFORHE Average liquidity ratio for the period from
AP 1 January to 30 June 52.00% 48.17%
HATREE S L EERBEEAGRT The average liquidity ratio for the period is the simple average of each calendar month’s
PR - TIREECRHEERBH average liquidity ratio, which is computed on the solo basis (the Bank’s offices in Hong
ERURBITCBEBMEENE AT Kong only) as required by the Hong Kong Monetary Authority for its requlatory purposes,
MBESLEMt ERBE T - and is in accordance with the Fourth Schedule of the Hong Kong Banking Ordinance.

Nanyang Commercial Bank
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(BT ER) (Expressed in thousands of Hong Kong dollars)
2 HIRENERERRD 2 Components of capital base after deductions
ARETE Ll —ETMFEAA=+ER The capital base after deductions used in the calculation of the above capital adequacy
ZEE=FTA=T-HELXREWL ratios as at 30 June 2004 and 31 December 2003, and reported to the Hong Kong
KW mEASREERRMMAEEZ Monetary Authority is analysed as follows:
BREREDNET ¢
—BENF  _TT=F
~A=+tRH +=ZA=+—H
As at As at
30 June 31 December
2004 2003
ZHER Core capital:

BRI T AR AR AR Paid up ordinary share capital 600,000 600,000

4 Reserves 8,248,597 7,607,140

B Profit and loss account 277,596 571,145

9,126,193 8,778,285
BIpER : Supplementary capital:

—MRREREES General provisions for bad and doubtful debts 586,149 572,189
AETERKTINE RN EH Eligible value of supplementary capital 586,149 572,189
BB E A KB Total capital base before deductions 9,712,342 9,350,474
B AR IA B Deductions from total capital base (20,300) (20,300)
BB E R Total capital base after deductions 9,692,042 9,330,174




Mo B RH

(BT ER) (Expressed in thousands of Hong Kong dollars)

3 E¥ER 3 Currency concentration
THRILRINEEER S « FEERD The following is a summary of the major foreign currency exposures arising from trading,
REBUEEEMEELE 2 EEINERR non-trading and structural positions where the net position constitutes 10% or more
# - MANEFRFEEMENERE of the total net position in all foreign currencies

FEEEZ10% AL ©

“EEMERAZTE  —ZE=F+-A=1—H
As at 30 June 2004 As at 31 December 2003

EY AR% e AR

US Dollars ~ Renminbi US Dollars Renminbi

BETTEE Equivalent in HK$'000

REEE Spot assets 21,016,920 662,341 19,992,627 441,550
REaE Spot liabilities (19,158,873)  (431,918) (18,178,357)  (198,743)
EHIEA Forward purchases 1,393,246 - 1,073272 -
REIEH Forward sales (1,985,193) - (1,838,678) -
REFHE Net long position 1,266,100 230,423 1,048,864 242,807
EERRTHE Net structural position 782 255 989 320

Nanyang Commercial Bank
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4 DEEHR

() HEEENE
UFEHERBEHBATNIES

(Expressed in thousands of Hong Kong dollars)

4 Segmental information

() By geographical areas

The following information is presented based on the principal places of operations

EB o MBARITZER of the subsidiaries, or in the case of the Bank, on the location of the branches
ABEaERBEEIREELR responsible for reporting the results or booking the assets:
AT ER DR
~NMEREEZR NEAZEER
“EENEARA=tTHE —“EE=FA=1H
For the six months ended For the six months ended
30 June 2004 30 June 2003
BEBA  BADER  GERA BANGA)
Profit Profit
Operating before  Operating before
Income taxation Income taxation
B8 Hong Kong 869,298 668,217 869,956 679,905
B Mainland China 65,340 87,881 56,777 104,460
HAth Others 8,152 5,482 6,978 3,083
A&t Total 942,790 761,580 933,711 787,448
ZEEMERA=TA “ET=F+-A=1-H
As at 30 June 2004 As at 31 December 2003
HREE GREE
BEE agk HEE BEE EafE M
Contingent Contingent
Total Total liabilities and Total Total liabilities and
assets liabilities commitments assets liabilities - commitments
BB Hong Kong 79,778,026 76,521,526 13,699,359 84,165,044 76,869,387 13,099,250
AR A 3D, Mainland China 8,702,202 1,785,582 610,444 4,026,060 1,617,109 665,577
HAth Others 576,189 486,691 98897 627,788 362415 91,251
At Total 89,056,417 78,793,799 14,408,700 88,818,892 78848911 13,856,078




Mo B RH

(BT ER) (Expressed in thousands of Hong Kong dollars)
4 DEEFR (& 4 Segmental information (Continued)
(i) REBHE (i) By class of businesses
AMIRREE-SERFAAZTH
For the six months ended 30 June 2004
BEET  HEXE  AHRER Nt A ga
Commercial
banking Treasury  Unallocated Subtotal Eliminations Consolidated
FERSUA Net interest income 591,348 89,579 (270) 680,657 - 680,657
H i A Other operating income 248,695 4786 48066 301545 (39412 262133
ERA Operating income 840,043 94,363 47,79 982,202 (39,412) 942,790
mET Operating expenses (296,898) (6,626) (65205  (368,729) 39412 (329317)
REBEAE SR Operating profit before
provisions 543,145 87,737 (17,409) 613,473 - 613,473
RIZIREE Credit for bad and
doubtful debts 126,947 - - 126,947 - 126,947
REBHRLERERN Operating profit after
provisions 670,092 87,737 (17,409) 740,420 - 740,420
HERTEEAE OF A Net gain on disposal of
fixed assets - - 21,160 21,160 - 21,160
BBl F Profit before taxation 670,092 87,737 3,751 761,580 - 761,580
“EEIMERA=TH
As at 30 June 2004
BE Assets
DEEE Segment assets 39,767,074 4744169 1,818,770 89,027,540 - 89,027,540
ROBAREE Unallocated corporate
assets - - 28877 28877 - 28,877
39,767,074 4744169 1,847,647 89,056,417 - 89,056,417
8& Liabilities
HEBEE Segment liabilities 73,045,758 5,186,243 391,908 78,623,909 - 78,623,909
VN BYNIH=Y Unallocated corporate
liabilities - - 169,890 169,890 - 169,890
73,045,758 5,186,243 561,798 78,793,799 - 78,793,799
AMIAGEE-ZEOERAZTA
For the six months ended 30 June 2004
Hitt& R Other Information
REETEE Additions of fixed assets - - 11,561 11,561 - 11,561
Eiik— Depreciation - - 29,531 29,531 - 29,531
EERHIRES Amortisation of premium/
2R (E /i discount of
held-to-maturity
securities - 49,809 - 49,809 - 49,809

Nanyang Commercial Bank



i

Mo B RH

(B¥TLERFIR)

4 FEER &)
(i) TEBDE @)

(Expressed in thousands of Hong Kong dollars)

4 Segmental information (Continued)

(ii)

By class of businesses (Continued)

NMEREEZ-ZZ=ERA=TH
For the six months ended 30 June 2003

BERT  HEXH  AOEER Mt AHHEH &4
Commercial
banking Treasury  Unallocated Subtotal Eliminations Consolidated
EZUISCION Net interest income 584,940 140,351 (237) 725,054 - 725054
Ebae gt A Other operating income 185,641 4,704 68,996 259,341 (50,684) 208,657
"ERA Operating income 770,581 145,055 68,759 984,395 (50,684) 933,711
mET Operating expenses (302,828) (5,989) (60,526)  (369,343) 50684 (318,659)
REBHRTL S RET Operating profit before
provisions 467,753 139,066 8,233 615,052 - 615,052
REEIREE Credit for bad and
doubtful debts 174,777 - - 174,777 - 174,777
REBHERLEET Operating profit after
provisions 642,530 139,066 8,233 789,829 - 789,829
HEBRTEEREFERE Net loss on disposal
of fixed assets - - (661) (661) - (661)
FEEHERE Loss on revaluation
of premises - - (1,711 (1,711 - (1,711
HEREFRH 2 FlEE Net gain on disposal
of investment securities - - m 11 - 11
KEFHZREREER Provision for impairment
losses on investment
securities - - (120) (120) - (120)
B Bl A Profit before taxation 642,530 139,066 5852 787,448 - 787,448
“EE=E+A=1-A
As at 31 December 2003
BE Assets
DEBEE Segment assets 38,283,725 48304459 2,214,671 88,802,855 - 88,802,855
ROBAREE Unallocated corporate
assets - - 16,037 16,037 - 16,037
38,283,725 48304459 2,230,708 88,818,892 - 88818,892
=i Liabilities
HHEE Segment liabilities 75391108 2,588,073 673,556 78,652,737 - 78,652,737
AOBAFAE Unallocated corporate
liabilities - - 196,174 196,174 - 196,174
75,391,108 2,588,073 869,730 78,848 911 - 78848911
AMERGEZ-EE=ERAZTH
- For the six months ended 30 June 2003
REH Other Information
& =2 [==]?
REETAE Additions of fixed assets - - 875 875 - 875
e Depreciation - - 29,843 29,843 - 29,843
+ 4= I HA [ G
HASISBAE Amortisation of premium/
(B discount of
held-to-maturity
securities - 83,121 - 83,121 - 83,121
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(Expressed in thousands of Hong Kong dollars)

4 PEERE
(i) mEBIEGE) (if)

4 Segmental information (Continued)

By class of businesses (Continued)

AXRRTEGRREMNTN - BH)
RIBEF - B BHELRE R
RERRIERT - MEER - 58
BRBEXER -

HEXBREEEMS NEER
FEANHER - MEXRKHME
BEARECRELS - MEXEGH
FIRAEMEBHIIRTES
WEPRBERTEREFTEHE
WEE - %FHFIHES X HRE
ETSE,/ BEIRAEBIM
FHESFRMEE 2 AHRET
EZRABEBRATE—EARZRT
FEFRSEERE - AREZEXA
BUATHERET ERFH AN B
NFEA © BN  REBINEX
ZBENBHEXRGHHEE - K
MR 25 2 B B R 2R A A
B WAR SREMK - HBE
ENRBYERMFEERCYE
MEHAE - 52 - DEfREE
BRI AN BEERBEERFL
& o

ADERBERBREAKEZEE
BE REESF BEORERR
Hio B A BEAR—HEXB
PIZBE 2% - BEXHIZED
WFIFTEEF T RR ZEE L X8

ox

BB c REXHEARTER
BB PIRM IR 2 B R XA AT -
BEAAR—BEEBBII2EM
HARBZEEHRFIARD B
BEHA -

Commercial banking business includes acceptance of deposits, mortgage lending,
remittance, provision of securities brokerage and insurance agency services,
commercial lending, trade finance and overdraft facilities.

Treasury activities include money market, foreign exchange dealing and capital
market activities. Treasury manages funding of the Group. Treasury provides funding
to all other business segments and receives funds from commercial banking’s
deposit taking activities. These inter-segment funding transactions are priced either
at market bid/offer rates as appropriate or at an internal funding rate as determined
by the average funding requirements of other business segments and the average
one-month inter-bank rates of the relevant period. The interest benefit of the
capital of the Group is also included under Treasury within net interest income. In
addition, the gains and losses on the foreign exchange activities of the Group are
included under Treasury. The profit and loss information presented in this note has
been prepared using intersegment charging/income transactions. The segmental
assets and liabilities have not been adjusted to reflect the effect of intersegment
borrowing and lending (i.e. segmental profit and loss information is not comparable
to segmental assets and liabilities information).

Unallocated items mainly comprised of fixed assets of the Group, investment
securities, interests in associates and other items which cannot be reasonably
allocated to a specific business segment. Rental expenses are allocated to business
segments based on a fixed rate per square footage occupied.

Operating expenses of a functional unit are allocated to the relevant business
segment which is the predominant user of the services provided by the unit.
Operating expenses of other shared services which cannot be allocated to a specific
business segment are included under Unallocated.

Nanyang Commercial Bank
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4 PEERE

(i) EFE
REEEBRARIFINARERA
WEZEBIEENBZEFPERE

(Expressed in thousands of Hong Kong dollars)

4 Segmental information (Continued)

(iii) Advances to customers

The information concerning advances to customers has been analysed into loans
used inside or outside Hong Kong by industry sector of the borrowers as follows:

g I _
AT —sEmE —TI=F
AHA=t+8 +=—B=1+—H
As at As at
30 June 31 December
2004 2003
EEBERCER Loans for use in Hong Kong
THAsHE Industrial, commercial and financial
—-MEER — Property development 1,801,815 2,146,225
—MEHRE — Property investment 4,873,342 3,815,294
L E — Financial concerns 542,538 606,225
—RELLRL — Stockbrokers 279 275
-HERTEE - Wholesale and retail trade 1,376,509 1,568,708
—BER - Manufacturing 1,534,504 1,059,704
— B8 BRI — Transport and transport equipment 1,074,325 932,267
—EHAth - Others 4,226,716 5,115,925
A Individuals
-BEREEHEE - — Loans for the purchase of flats in Home
ABEZ2REEMER Ownership Scheme, Private Sector
MEEHEHEBF ER Participation Scheme and Tenants
Purchase Scheme 2,755,720 3,009,117
—BEEMEIEME ISR ~ Loans for purchase of other residential

properties 13,278,615 13,076,679
—Efth - Others 1,042,724 1,054,871
BHRE Trade finance 1,097,553 1,021,435
R BAIMEAEER Loans for use outside Hong Kong 5,932,852 4,699,296

39,537,492 38,106,021
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(Expressed in thousands of Hong Kong dollars)

4 PEERE
(i) EFE (8)

4 Segmental information (Continued)

(i) Advances to customers (Continued)

REREDENZFPEN - BH
HBB=EANERRTENERD
AT RIRBR 57 iR &l
7 YEERRAREBRE - —R
ME @ WERNERAZERALL
EARMNE  BehRRRES -

EFENEE -

Advances to customers, advances overdue for over three months and non-
performing advances by geographical areas are classified by the location of the
counterparties after taking into account the transfer of risk. In general, risk transfer
applies when an advance is guaranteed by a party in an area which is different
from that of the counterparty.

Gross advances to customers by geographical areas

—BENF  —TT=
AB=tH +=ZA=+—H
As at As at
30 June 31 December
2004 2003
B5 Hong Kong 34,676,861 35,001,293
R A i Mainland China 2,484,886 2,021,234
Hith Others 2,375,745 1,083,494

BHEE=EAZER:

39,537,492 38,106,021

Loans overdue for more than 3 months by geographical areas

—EENE —ZTT=
AA=Z+H +=—B=+—H
As at As at
30 June 31 December
2004 2003
B5 Hong Kong 426,285 561,139
R A i Mainland China 125,855 125,484
HAth Others 67,507 40,171
619,647 726,794
TRUER Non-performing loans by geographical areas
—EENE —ZTT=
AAB=+H +—HA=+—H
As at As at
30 June 31 December
2004 2003
b Hong Kong 688,698 930,025
EeyEifasp:i Mainland China 176,430 256,416
HAth Others 69,482 73,989

934,610 1,260,430

Nanyang Commercial Bank
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(BT ER) (Expressed in thousands of Hong Kong dollars)
4 DEEFR (& 4 Segmental information (Continued)
(iv) BEIERE (iv) Cross-border claims
BEEREEHMBREINZSHE The information on cross-border claims discloses exposures to foreign counterparties
FrRERR R A M - WS on which the ultimate risk lies, and is derived according to the location of the
AEREBERZIZBZSEFM counterparties after taking into account any transfer of risk. In general, such transfer
EEtE - —RME - ROEBZ of risk takes place if the claims are guaranteed by a party in a country, which is
ERAMEEREGEATR - % different from that of the counterparty or if the claims are on an overseas branch
BHBERIT BN D ITERE of a bank whose head office is located in another country. Only regions constituting
BITUES —HEK - BlewRRBE 10% or more of the aggregate cross-border claims are analysed by geographical
BERNEREY - RALBEBEE areas and disclosed.
ERE10% A ERIHBIE FF1ED T )2
BE -
“RENEAA=TH
As at 30 June 2004
BATREM
SRBE  LERE Hitr @t
Banks and
other Public
financial sector
institutions entities Others Total
FE R Mainland China 10,982,121 494,911 3,440,239 14,917,271
Hitm KBEX Other Asia Pacific
countries 5,973,781 49,919 880,195 6,903,895
ZE (HaE(a) Germany (Note (a)) 4,575,974 - 239,316 4,815,290
HeFAEBER Other Western Europe
countries 14,850,793 208,785 147,699 15,207,277
ZEE=F+-A=1—H
As at 31 December 2003
RITREM ,
EME  DEEE Hit @t
Banks and
other Public
financial sector
institutions entities Others Total
AR A Mainland China 4,915,036 464,893 2,972,670 8,352,599
Hith K@ ER Other Asia Pacific countries 6,513,430 80,138 743578 7,337,146
= Germany 5,776,541 - 194,906 5,971,447
H PRI EI R Other Western Europe
countries 18,610,539 195,394 1,326,323 20,132,256
BisE Note
@ WEABEEREZDR10% - 5l (a) The amounts constitute less than 10% of the aggregate cross border claims are
BERIELLE A - presented for comparative purpose only.
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5 B REARKEEE
() BRRTBHER

(Expressed in thousands of Hong Kong dollars)

5 Overdue, rescheduled and repossessed assets

()  Overdue and non-performing loans

“EEMERAZTA
As at 30 June 2004

EEFER

HEm

+5 Bl

% of total

advances

to

Amount  customers

ZEB=F+tZAZt+-H
As at 31 December 2003

EEFEH

g

&8 B

% of total

advances

to

Amount  customers

(@) BEPEN®RE ol :

—HBR={E /B EEEA

(@)  Gross advances to
customers which have
been overdue for:

- 6 months or less but

over 3 months 95,265 0.24% 123,770 0.32%
— BN EAENERE—F ~ 1 year or less but over
6 months 109,618 0.28% 118,326 0.31%
—HiA—F —over 1 year 414,764 1.05% 484,698 1.27%
619,647 1.57% 726,794 1.90%
(b) BEEFETBHERLR (b) Overdue advances are
N reconciled to
non-performing loans
as follows:
BHBB=EAZER Advances overdue for
more than 3 months 619,647 1.57% 726,794 1.90%

B BEERE = A WD RE
FMBZER

e EE=EARNT
M S RALZHE
FIE L RAFIBZEK

Less: advances which
are overdue for more
than 3 months and
on which interest
is still being accrued (18,519) (0.05%)

Add: advances overdue
for 3 months or less
and on which interest
is being placed in
suspense or on which
interest accrual has

(20,874) (0.05%)

ceased
—PREELERERA —included in
rescheduled
advances 48,748 0.12% 105,778 0.28%
—HAb - others 284,734 0.72% 448,732 1.18%
TRABT B Non-performing loans 934,610 236% 1,260,430 331%

Nanyang Commercial Bank
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5 A REARWEEE (
(i) HEtb@mEE

&)

(Expressed in thousands of Hong Kong dollars)

5 Overdue, rescheduled and repossessed assets (Continued)

(ii)

Other overdue assets

—EENFE —TT=F
AA=+H +=—A=+—H
As at As at
30 June 371 December
2004 2003

JERTFIE - BBE Accrued interest which has been overdue for:
—BB=E R ETEEEA - 6 months or less but over 3 months 308 397
—BRNEAE R —F — 1 year or less but over 6 months 41 195
—BB—F —over 1 year = -
349 592

(i) FEAFEPEN (LHAHRERNZ

(iii) Rescheduled advances to customers net of amounts included in overdue advances

HEDIEMR) —EEMEAR=+E —TT=4+-A=t+—H
As at 30 June 2004  As at 31 December 2003

HEFER HEPER

¢E BEFIL T¥E BEASHL

% of total % of total

advances to advances to

Amount customers Amount  customers

CEERPER Rescheduled advances

to customers 53,523 0.14% 114,912 0.30%
BRBIMACER  BEREK Advances with a specific repayment date are classified as overdue when the principal
FERBBRNAER - Al5lER or interest is overdue and remains unpaid. Advances repayable by regular

HER - AT BERZERN
ARP-ROBERFEBHRIDA
8% - QBB EIR IR - ZABIH(E
BrZEFECRERAZREETA
- BERARRETER &
F—EHBLERAEBNZHEE
TREE - MIHERHRE

KBREFEEPE M BR R
ﬁéﬁﬁﬁﬁﬁi?ﬁ ﬁ“%ﬁﬂ?iﬁké
BEFRBIZER - MEERLZER
{3 (W'JZZD?’HJT‘JG%?KHH) WIE—RRE
R - BRI ESGHEIR  REHEE
saiEe =4 - AeEEs
HH,J A IR Z R EREF SR
EERARPERERALCRZNE
{BRFORRAT B -

instalments are classified as overdue when an instalment payment is overdue and
remains unpaid. Advances repayable on demand are classified as overdue either
when a demand for repayment has been served on the borrower but repayment
has not been made in accordance with the instruction or when the advances have
remained continuously outside the approved limit that was advised to the borrower.

Rescheduled advances are those advances that have been restructured or
renegotiated because of a deterioration in the financial position of the borrower
or of the inability of the borrower to meet the original repayment schedule and
for which the revised repayment terms, either of interest or of repayment period,
are non-commercial. Rescheduled advances, which have been overdue for more
than three months under the revised repayment terms, are included under overdue
advances. Rescheduled advances are stated after deduction of accrued interest
that has been charged to customers but accrued to a suspense account and before
deduction of specific provisions.
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(Expressed in thousands of Hong Kong dollars)

5 Overdue, rescheduled and repossessed assets (Continued)

(iv) Repossessed assets held
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As at As at

30 June 371 December

2004 2003

IEREYS Repossessed assets held 59,165 75,714
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Repossessed assets are properties or securities in respect of which the Group has
acquired access or control (e.g. through court proceedings or voluntary actions by
the borrowers concerned) for release in full or in part of the obligations of the
borrowers. Upon repossession of the assets, the related loans and advances will
continue to be recorded as loans and advances until all collection efforts have
been exhausted and the repossessed assets are realised. Specific provisions will be
made after taking into account the market value of the repossessed assets which
are yet to be disposed. Upon disposal of the repossessed assets, any specific
provisions previously made will be utilised to write off the loans and advances.

Compliance with the guideline on “Interim Financial Disclosure by Locally
Incorporated Authorized Institutions”

The interim financial report for the six months ended 30 June 2004 fully complies with the
requirements set out in the guideline on “Interim Financial Disclosure by Locally Incorporated
Authorized Institutions” under the Supervisory Policy Manual issued by the HKMA.

Compliance with SSAP 25

The interim financial report for the six months ended 30 June 2004 complies with SSAP 25
“Interim Financial Reporting” issued by the HKSA.

Nanyang Commercial Bank



i

G AT

E A S BB B R EEEEE - N
EHNERERIRELT - 2004F EFHEL
EGUETSYE  TaRATE - KEXRE
EiE6.9%KT - BERP LA - EEH
BEBER  BRTDABEHETEZ . B
ZWE - URBERENEE - ROTEES
SEET EHERIVERNERREE B
BREEEABEREFPEBURRSEEHR
A - EIESInohE e B IR R RISl - sk
TREFESRIE—SRARITHRT S °
FATI &R R miE2 7)) (Superbrands )
BEEE BRG] B - SRR TR
MEEMERREZITROZEESTE - R
HEHHITE2EETRBURTHBE HNE
;Ti o
FIT2004F F¥FHIE TEBHNRE - B
‘irABFEe 58EET - L AFREE M
1.07857c819.50% * FHEEFOHRR
MEHERFEBFEHFIE.48%
13.01% ° £2004F6 AK - EFHEA
395378 - LEAFREFA14.31E8
T FRAE - BITBOEHESKA - [/
R HFIBHERD  RITAE#HE|IEER
FEGRFHIINETR - REGHEES
BIFR - BEUREIE € RINEFHREE
FEIE - 22004F6 AK - BPBIFRBER
708.57f8%TT « L EAFEM19.5918%
7_E °
HATERFRED RRPESEREREN
EREIAARR  BOEERSRIRE
BARMEERE - LFFHEE—RINE
i PETRERHERETR  RE%E
REESRTERE  ERRERE (B
RERINEFREREL - LFFOEMEE
WaiE2 . 62 AT - L AFREEM
25.63% °

RERTENRE A ENTT - BEADSE
BUERANM(ERRRBEBERLH)
(CEPA) FIREORIHE - RITRIZME A
£ WBEMGOTHOER - BAEENE
PRER  RERFEMGES  RHEED
MBS IR IRTTARF °

Due to the adoption of various favourable policies by the Mainland and the improvement of
global economy, Hong Kong's economy also experienced a gradual improvement in the first
half of 2004 such as better market sentiment, a drop of unemployment rate to 6.9%, a
gradual increase in property price and the revival in consumption spending. However, the
competition among banks was still fierce. The interest spread was further narrowed and the
low interest rate environment was subsisted. Nevertheless, under the supervision of the
Board, our management took strong measures to encounter these challenges. We exerted
greater efforts on improving our asset mix and customer base to further enhance our
operating profit. At the same time, we continued to strengthen our risk management and
internal control techniques to achieve a healthy and persisting development and to further
enhance our competitiveness. Our Bank has recently been awarded the title “superbrand”
by Superbrands. This confirms the recognition of our performance by the local citizens and
the continued efforts exerted by our entire workforce.

Our Bank achieved satisfactory results in the first half of 2004. The unaudited consolidated
profit after tax was HK$658 million, an increase of HK$107 million or 19.50% compared
with the corresponding period of last year. The annualized return on average assets and
annualized return on average equity were 1.48% and 13.01% respectively. As at 30 June
2004, the loans balance was HK$39,537 million, an increase of HK$1,431 million compared
with the end of 2003. With the objective of controlling our cost of funds and because of the
low interest rate environment, our Bank actively promoted the structured deposit, foreign
currency deposit and time deposit with longer maturity to our customers in order to attract
new funds and to increase the stability of deposits. As at 30 June 2004, the deposits balance
was HK$70,857 million, a drop of HK$1,959 million compared with the end of 2003.

Because of the low interest rate environment, there was a great demand on investment
related products from our customers. We grasped this opportunity to further explore the
personal wealth management services to our customers. A series of products was introduced
in the first half of 2004, including various types of structured deposits, several guaranteed
trust funds and retail bonds/notes. Together with the shares dealing services, insurance
agency services and foreign exchange margin dealing, our other operating income for the
first half of 2004 rose 25.63% to HK$262 million compared with the corresponding period
of last year.

At present, our Bank has six branches in the Mainland. We will grasp the opportunity from
Mainland’s financial reform and the favourable impact of CEPA to explore our business in
Mainland China. We will take the edge of our cross border branch network to refer customers
and business mutually. Our target is to provide high quality cross border banking services to
meet the needs of our customers.
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As we continue to strengthen our risk management and to benefit from the improving
economic environment, our asset quality improved further. As at 30 June 2004, the non-
performing loans reduced to HK$935 million, a drop of HK$326 million compared with the
end of 2003. The non-performing loans ratio further declined from 3.31% at the end of
2003 to 2.36% at 30 June 2004. Moreover, the unadjusted consolidated capital adequacy
ratio was 21.19% at 30 June 2004 and the average liquidity ratio of our local offices for the
six-month period ended 30 June 2004 was 52.00%. Both were at a very safe level.

Looking forward to the second half of 2004, there are still some uncertainties, such as the
US new rate hike cycle, the oil price surge and the macro-economic tightening of the
Mainland. However, the negative impact on Hong Kong is expected not too significant. On
the other hand, the competition among banks still remains intensive. We believe that with
the continued cooperation and diligence of our entire workforce, we are able to provide
superior services to our customers and to expand our business persistently and healthily. We
will strive to achieve more satisfactory results and maximize the shareholders' value.

Nanyang Commercial Bank
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INDEPENDENT REVIEW REPORT TO THE BOARD OF DIRECTORS OF NANYANG COMMERCIAL BANK, LIMITED
(incorporated in Hong Kong with limited liability)

Introduction

We have been instructed by Nanyang Commercial Bank, Limited and its subsidiaries (“the
Group”) to review the interim financial report set out on pages 2 to 20.

Respective responsibilities of directors and auditors

The directors are responsible for the preparation of an interim financial report to be in
compliance with SSAP 25 “Interim financial reporting” issued by the Hong Kong Society of
Accountants and the relevant provisions thereof. The interim financial report is the
responsibility of, and the interim financial report has been approved by, the directors.

It is our responsibility to form an independent 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.

Review work performed

We conducted our review in accordance with SAS 700 “Engagements to review interim
financial reports” issued by the Hong Kong Society of Accountants. A review consists
principally of making enquiries of the Group’s management and applying analytical procedures
to the interim financial report and based thereon, assessing whether the accounting policies
and presentation have been consistently applied unless otherwise disclosed. A review excludes
audit procedures such as tests of controls and verification of assets, liabilities and transactions.
It is substantially less in scope than an audit and therefore provides a lower level of assurance
than an audit. Accordingly we do not express an audit opinion on the interim financial
report.

Review conclusion

On the basis of our review which does not constitute an audit, we are not aware of any
material modifications that should be made to the interim financial report for the six months
ended 30 June 2004.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 10 August 2004






