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Banco Weng Hang is the main subsidiary of Wing Hang Bank Group.
We were first established in 1937 as Wing Hang Ngan Ho by the late
Mr. Y K FUNG in Guangzhou to carry on the business of a money
changer. In 1941, the company was moved to Macau, and then
established its business in Hong Kong in 1945. Both companies in Hong
Kong and Macau became associated in 1946.

In 1963, the company was re-structured as a limited company in Macau.
In 1973, Banco Weng Hang was incorporated and was granted a banking
license. We opened the first Ho Lan Un branch in 1976, providing the
Bank with a solid foundation for greater development.

In 1984, with the ambition to further expand the business, the Board
reached the agreement with Wing Hang Bank Hong Kong to acquire the
shares of Banco Weng Hang, turning us to its subsidiary and a member
of The Bank of New York Group.

With the continuous development in the Group’s business, the shares
of Wing Hang Bank were listed on The Stock Exchange of Hong Kong
in July 1993. We also completed the merger of Chekiang First Bank
in August 2004, acquired Inchroy Credit Corporation Ltd in January
2007, and established Wing Hang Bank (China) Limited in Shenzhen in
June 2007. At the end of 2008, the Group’s total assets amounted to
HK$134.4 billion, and has over 50 branches and representative offices
throughout Hong Kong, Macau and Mainland China.

Banco Weng Hang provides a full range of banking services, and has a
network of 12 branches in Macau. At the end of 2008, the Bank's total
assets exceeded MOP19.1 billion, and is regarded as one of the leading
banks in the territory.



2008 F ZE 4F R 2008 Results in Brief

LAORPTHETIThIFIR

(Expressed in thousands of Macau Patacas)

HEH/CRE )
Increase/
(Decrease)
2FREE FOR THE YEAR 2008 2007 %
GRSl Profit after taxation 251,161 337,204 (25.5%)
g Dividends 210,000 102,000 105.9%
RERTE AT YEAR END 2008 2007 %
MR 2 4B 5E Total equity 1,394,291 1,354,199 3.0%
Wiz Total deposits 15,647,000 17,417,427 (10.2%)
ZEER Advances to customers 11,301,355 9,488,553 19.1%
BEE Total Assets 19,199,833 21,211,079 (9.5%)
b RATIO % %
DN PN e Cost to income Ratio 42.4 32.8
B E R R R Return on Average Assets 1.2 1.7
FHRERE € EHRE Return on Average Shareholders’ Funds 18.3 27.3
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T FEBAFEHLR Five Year Financial Summary

TP MOP thousand 2004 2005 2006 2007 2008
BREES Shareholders' Fund 679,291 867,224  1,118407 1,354,199 1,394,291
miEs Total Deposits 9,516,522 12,140,518 16,414,106 17,417,427 15,647,000
BFER Advances to Customers 4,286,673 5134641 6600912 9488553 11,301,355
BEE Total Assets 10,412,801 13,214,984 18,829,047 21,211,079 19,199,833
BEWA Operating Income 276,407 338,829 428,684 562,536 538,289
EET Operating Expenses (97,896)  (114,498)  (143,851)  (184,445)  (228,094)
BBERT Profit after taxation 157,096 261,282 251,328 337,204 251,161
RE Dividends (120,000) (72,000) - (102,000)  (210,000)
b Ratio 2004 2005 2006 2007 2008
Bt Loan to Deposit Ratio 45.0 423 40.2 54.5 72.2
BARTE B L& Capital Adequacy Ratio* 12.9 11.8 11.9 11.5 11.2
B R ERU At 3 Cost to income Ratio 35.4 338 33.6 328 24
FHEERRE Return on Average Assets 1.6 22 1.6 1.7 1.2
FHIRE & OIRE Return on Average Shareholders’ Funds 238 33.8 25.3 27.3 183

* REMERERRZERmMAHE

Calculated in accordance with the requirements set out by the Autoridade Monetdria de Macau.
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T E BTSSR Five Year Financial Summary
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SHAREHOLDERS
WING HANG BANK, LIMITED
Incorporated in Hong Kong

BOARD OF DIRECTORS
Chairman
Dr. FUNG Yuk Bun Patrick Jp

Directors

Mr Frank John WANG

Mr FUNG Yuk Sing Michael
Mr HO Chi Wai Louis

Mr LEE Tak Lim

Mr YUEN Sui Chi Stanley
Mr LEUNG Chiu Wah

SUPERVISORY COUNCIL
Ms LO Wai Ching Maggie

Mr WONG Chun Kau Stephen
Mr TSE Hau Yin Aloysius

EXECUTIVE COMMITTEE OF THE GENERAL ASSEMBLY
Mr KWOK Man Cheung

Mr LEE Tak Lim

Mr HO Chi Wai Louis

Mr YUEN Sui Chi Stanley

Mr FUNG Yuk Sing Michael

Mr LEUNG Chiu Wah



BEERI{E Chairman’s Statement

JE4ERE )p Dr FUNG Yuk Bun Patrick Jp
ZFZE AL Chairman
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Hit by the intensifying global financial crisis and the negative impact
of the gradually tightened Individual Travel Scheme since the middle
of last year, the business environment in Macau deteriorated rapidly
in the second half of 2008. Consequently the Bank's results recorded
a moderate decrease. Profit attributable to shareholders decreased by
22.7% to MOP241 million as compared to MOP311 million in 2007.
Total assets amounted to MOP19.2 billion while shareholders’ fund
amounted to MOP1,394 million. These represent a decrease of 9.5%
and an increase of 3.0% respectively as compared to the figures in 2007.
Return on average assets and average shareholders’ funds were 1.2%
and 18.3%, respectively.

While Macau’s real GDP grew by 13.2% in the whole year of 2008
as compared to 2007, the growth rate slowed down considerably in
the third quarter. The fourth quarter even saw a year-on-year negative
growth of 7.6%. The deteriorating economic environment and some
gaming operators’ home operating results had caused either delay or
suspension in the development of a number of large-scale resort and
gaming related projects. As the number of visitors and gaming revenue
declined, the gaming industry, its peripheral service providers and
employees were negatively affected to a different degree.

In terms of business, the Bank recorded healthy growth in its lending
business, mainly due to the relatively favorable economic environment
in the first half of the year and the influx of capital into the real estate
market. For the whole year, loans to customers increased by 19.1%
to MOP11.3 billion. As the economy deteriorated in the last quarter,
more non-performing loans began to surface. But owing to the Bank’s
stringent adherence to its prudent credit practices even at the peak of
the economy and the real estate market, the quality of the Bank's loan
portfolio remains fundamentally sound. As at 2008 year end, ratio of
impaired loans to total loans remained at the relatively low level of 0.64%.

BANCO WENG HANG, S.A. * Annual Report 2008 7



BEERI{E Chairman’s Statement
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The sharp reversal in investor sentiment in the final quarter of the year
negatively impacted our stock brokerage and wealth management
businesses. While the Bank was able to record growth in its credit card,
insurance and other service businesses as a result of the successful launch
of various promotional packages and diversified products, such growth
was not sufficient to offset the negative impact of the two business areas
mentioned earlier. Consequently, the Bank recorded a decrease of non-
interest income for the year.

The Bank currently has 12 branches. As at the end of December 2008,
the Bank employed 440 people in Macau while the Group employed a
total of 3,153 people. Despite the difficult operating environment, the
Bank continues to commit to its philosophy of being socially responsible,
and strives to maintain a stable and favorable working environment for
our employees. The capital adequacy ratio of the Group was 15.4%
at the end of 2008. The ratio is significantly above the minimum
international standards.

The Bank’s parent company, Wing Hang Bank, Hong Kong, established
a wholly owned subsidiary, Wing Hang Bank (China) Limited (“WHBCL")
in Shenzhen in 2007 to serve the Group's expanding customer base in
China and help facilitate our corporate clients’ business expansion plan.
The Group currently has four branches and four sub-branches in China.
WHBCL plans to gradually expand its range of services in China such as
providing Renminbi services to local individuals and introducing greater
product variety. And with the official opening of WHBCL's Zhuhai branch
expected in the first half of 2009, the Bank envisages the provision of
more efficient and comprehensive services to our customers’ operations
in China through the Group’s network.

Looking ahead, the operating environment will continue to be
challenging in 2009. Although governments around the world have
introduced a series of stimulus packages and kept interest rates low,
these measures are unlikely to completely offset the numerous challenges
facing the world economy. The deterioration in external environment
will continue to impact the Macau economy. However, China is
better positioned to withstand the fallout from the global economic
crisis and Macau's economy, to a significant degree, depends on the
economic condition in China. Hopefully, with the support of the Central
Government'’s policies and the stabilizing measures implemented locally,
Macau’s economy can recover gradually.

The real estate market was negatively impacted by the significant
decrease in expatriate number from over 104,000 in the third quarter
in 2008 to less than 90,000 in the first quarter of 2009. As a result,
rental market dwindled and rental dropped significantly in the past few
months. As the fall in rental returns affected investment sentiment,
property transactions were seen decreasing in the first quarter of 20009.
Nevertheless, with the various favorable measures aimed to stabilize
the real estate market, including the reduction in property stamp duty,
guarantee and interest subsidy scheme for first-time buyers, etc, that are
being introduced and finalized, user market that predominantly features
properties in the low to middle price range is expected to revitalize. The
Bank will proactively prepare itself to provide efficient and tailor-made
services to our local mortgage customers.
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Finally I would like to take this opportunity to express my heartfelt
gratitude and thanks to our colleagues for exerting their utmost effort
during the year, especially their team spirit demonstrated during the
financial crisis. | am also indebted to our customers for their continued
support and unfailing trust during good times and bad.

BANCO WENG HANG, S.A. * Annual Report 2008
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The balance sheet and income statement of the Bank (the "financial
statements") are prepared in accordance with Macau banking laws and
audited by KPMG. In the opinion of the Supervisory Council, the financial
statements give a true and fair view of the financial position of the Bank as
at 31 December 2008, and of the profit for the year then ended.

President of Supervisory Council
LO Wai Ching Maggie

Macau, 18 March 2009
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To the shareholders of Banco Weng Hang, S.A.
(Incorporated in Macau with limited liability)

We have audited the accompanying financial statements of Banco Weng
Hang, S.A. (“the Bank”) set out on pages 13 to 70, which comprise
the balance sheet as at 31 December 2008, and the income statement,
statement of changes in equity and cash flow statement for the year
then ended, and a summary of significant accounting policies and other
explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors are responsible for the preparation and presentation of
these financial statements in accordance with the Financial Reporting
Standards of the Macau Administrative Region (“Macau SAR”) and the
requirements as set out in Decree-Law No. 32/93/M. This responsibility
includes designing, implementing and maintaining internal control
relevant to the preparation and the presentation of financial statements
that are free from material misstatements, whether due to fraud or
error; selecting and applying appropriate accounting policies; making
accounting estimates that are reasonable in the circumstances; and
maintaining adequate and accurate accounting records.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements
based on our audit. This report is made 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.

We conducted our audit in accordance with the Auditing Standards and
Technical Standards of Auditing of the Macau SAR. Those standards
require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance as to whether the financial
statements are free from material misstatement.

An audit involves performing appropriate procedures to obtain audit
evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s professional judgement,
including an assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those
risk assessments, we consider internal control relevant to the entity’s
preparation and presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

BANCO WENG HANG, S.A. » Annual Report 2008 11
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OPINION

In our opinion, the financial statements give a true and fair view, in all
material respect, of the financial position of the Bank as at 31 December
2008, and of its results of operations and its cash flows for the year
then ended in accordance with the Financial Reporting Standards of the
Macau SAR.

This report is intended solely for filing with the Autoridade Monetaria de
Macau.

Lei lun Mei, Registered Auditor

KPMG
Certified Public Accountants

24th Floor, B & C

Bank of China Building
Avenida Doutor Mario Soares
Macau

18 March 2009



X 25 3% Income Statement

HZ2008F 12531 H I FIZ For the year ended 31 December 2008
(L BPTEEF Tl 5 ) (Expressed in thousands of Macau Patacas)
B
Note 2008 2007
F B A Interest income 4(a) 706,859 993,591
FIEXH Interest expense 4(b) (327,613) (607,651)
FERE WA Net interest income 379,246 385,940
FHESBA Net fees and commission income 4(c) 135,747 162,981
FEBEE ARG LIETUATEEE Net gains/(losses) from financial instruments
SABRZEmIAY held for trading and designated at fair value
FEs, (E518) through profit or loss 4(d) 585 (7,348)
HUA Other income 4(e) 22,711 20,963
EEIA Operating income 538,289 562,536
EET Operating expenses 4(9) (228,094) (184,445)
HIRRERBEEBARESE Operating profit before impairment losses
R 3R and allowances charged on
loans and advances 310,195 378,091
EFURERL R ERE Impairment losses and allowances
($RER), /o198 (charged)/released on loans and
advances 4(qg) (32,893) 5,150
EEBR Operating profit 277,302 383,241
HEEFEEEECF Net (losses)/gains on disposal of tangible
(F518), Wk fixed assets (325) 62
HETHEEeRERE 2 W Gain on disposal of available-for-sale
financial assets 11,352 -
MR ATSER R Profit before taxation 288,329 383,303
TiIa Taxation 5(a) (37,168) (46,099)
BRFR &R A Profit after taxation 251,161 337,204
FEIERE : Dividends attributable to the year:
HEEREEIR 2 REARR S Final dividend proposed after the
balance sheet date 7(a) 57,600 162,000
RERMERERR(LERD Effects of additional impairment allowance
FEEMEFREEFE 2 TE for loans under Autoridade Monetaria
de Macau (“AMCM") rules
Gke v Profit after taxation 251,161 337,204
REBESE BRI Additional impairment allowances under
BB &R E L AMCM rules net of tax 19(d) (10,311) (25,740)
BRIESE BIRGIFTE 2 B m T Profit after taxation under AMCM rules 240,850 311,464

F17EEFT0E Z M BB AT KR — &6

,f/\ °

The notes on pages 17 to 70 form part of these financial statements.
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& & & f& 3 Balance Sheet

R2008F12431H At 31 December 2008
(L BFI8TF (7 FR) (Expressed in thousands of Macau Patacas)
BaE
Note 2008 2007
BE ASSETS
BE RFHERITRIE « PRIBITR Cash and balances with banks, central banks
Hih & piikig o and other financial institutions 8 682,404 722,679
TFHITERERTTRIZE - PRIBITR Placements with banks, central banks and
EAth & RS 5IR other financial institutions 9 40,798 74,133
EEEH Trade bills 10 27,207 60,784
BEEHABREE Trading assets 11 22,846 6,336
ERERKLEAMARIE Loans and advances to customers and
other accounts 12 11,530,349 9,835,319
SRR AT R Amounts due from ultimate holding
HIfEARIRIE company and fellow subsidiaries 23(b)(ii) 5,115,410 7,958,491
BFEZREB LA HEESREAZE  Held-to-maturity and available-for-sale
financial assets 14 1,489,583 2,303,452
BRETEEE Tangible fixed assets 15 291,236 249,885
HMERE Total assets 19,199,833 21,211,079
BRERREE EQUITY AND LIABILITIES
RITRIZE ~ RRIBIT Deposits and balances of banks, central
H Ao B 2 Tk banks and other financial institutions 309 893
BPAKR - EH - FER Current, fixed, savings and other deposits
HEmR of customers 15,647,000 17,417,427
BEER®AE Trading liabilities 16 25,446 7,864
JE{ARHRRL IR Current tax payable 5(c) 37,234 42,615
B IEAE Deferred tax liabilities 5(d) 11,376 12,330
HthBE Other liabilities 17 248,759 298,753
JERRAAER AT R E B AR Amounts due to ultimate holding
ZIFR company and fellow subsidiaries 23(b)ii) 1,835,418 2,076,998
BEE Total liabilities 17,805,542 19,856,880
[N Share capital 18 120,000 120,000
& Reserves 19 1,274,291 1,234,199
RS EE Total equity 1,394,291 1,354,199
BRFRERREE TOTAL EQUITY AND LIABILITIES 19,199,833 21,211,079

RES oI EMIRER2009F3 A 18H%E -

SR
FRIR

F17EEFT0E Z M BB KR 6 — &6

,f/\ °
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20009.

Fung Yuk Bun, Patrick

Lee Tak Lim

Approved and authorised for issue by the Board of Directors on 18 March

The notes on pages 17 to 70 form part of these financial statements.



PR SR HE Z5 ¥ Bk Statement of Changes in Equity

HZ2008F 12531 H I FIZ For the year ended 31 December 2008
(L BFI8TF (7 FR) (Expressed in thousands of Macau Patacas)

B

Note 2008 2007
M B1B 2R RSB Total equity at 1 January 1,354,199 1,118,407
W FRAMER 2 F(E18) SR Net (loss)/profit not recognised in income statement:

—EIIRIEERTE 2 Al E — Changes in fair value of available-for-sale
EMEENFEEZEH financial assets net of deferred tax 19 (1,069) 588

FREEF Net profit for the year 19 251,161 337,204
IR E Dividends paid 19 (210,000) (102,000)
MM12A31B 2 REREER AR Total equity at 31 December 1,394,291 1,354,199

F17EEFT0E Z M BB AT KR — &6

,f/\ °

The notes on pages 17 to 70 form part of these financial statements.
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HEimaE3zk Cash Flow Statement

EE2008F 12531 H I F/E
(AT T Tl 5)R)

For the year ended 31 December 2008
(Expressed in thousands of Macau Patacas)

Bi%
Note 2008 2007
EEEITEMRAE 2RSS T4 Cash flows used in operating activities 22(a) (2,084,254) (2,453,201)
REZE Investing activities
BAGNEEERE Purchase of tangible fixed assets (58,737) (89,931)
HEBRETEE Proceeds from disposal of tangible fixed assets 2 185
BRIREEIEEES Proceeds from redemption of
held-to-maturity debt securities 115,197 351,723
AR ESREE Purchase of available-for-sale financial assets (83,992) -
HEREZES Proceeds from disposal of equity securities 6,225 -
SN Dividends received 4(e) 713 679
BAREEBHMORL)FAZ Net cash (used in)/generated from
HERE investing activities (20,592) 262,656
RMEEE Financing activities
SASIRE Dividends paid 7(b) (210,000) (102,000)
AREEEmAtzRE B Net cash flows used in financing activities (210,000) (102,000)
HEeNZERELER 2B R Net decrease in cash and cash equivalents (2,314,846) (2,292,545)
HERSEBLERAMNMA1B48  Cash and cash equivalents at 1 January 6,568,980 8,861,525
BERERBEELERAMN12A31848 Cash and cash equivalents at 31 December 22(b) 4,254,134 6,568,980
REAREERTHREREATE Cash flows from operating activities include:
[SALEEEN Interest received 803,984 923,208
2AFLE Interest paid 366,268 583,644

F17EEFT0E Z M BB KR 6 — &6

,f/\ °
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The notes on pages 17 to 70 form part of these financial statements.
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HZ2008F 12531 H I FIZ For the year ended 31 December 2008
(L BPTEEF Tl 5 ) (Expressed in thousands of Macau Patacas unless otherwise stated)
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(b) HBHZERER
AP EHER R RPIE T TEMINT -
ARG RKBIARER AR R EER
D BRFBIEEEMRS  BEENARFEE
wABmRAIREE C ERTAENRF
EEGA - REABOREER M2 -

HRRFIM B HREERRRM BEHRE - &
B EAEHE - AR RRRIEMZEBER
it BEMAE WARSHZE2HS
7 AR MERRNIBEEREES
BE - RIBE R LREMER - (Fil
HEBLERBEE R T HEENBEER A
BT E - BERAR L E L E M T
A -

BRMARBREANH RS - BEFTRY
EBZERTH - SRARTNERTERZIER]
HINER - KWZEIFEARRKRKE
FHH - RIRMERTE AR R & 5 BARERR -

EIEE R R R A I T R R i A B K
EXYE AGRAAEAER NFEFLE
RE AT 2 RFIF # & R AIE 2
RSP RES ©

STATUS OF THE BANK

Banco Weng Hang, S.A. (“the Bank") was incorporated in Macau
on 2 September 1963. The Bank is engaged in commercial banking
and related financial services. The Bank has its registered office
and principal place of business at 241 Avenida de Almeida Ribeiro,
Macau.

PRINCIPAL ACCOUNTING POLICIES

(a) Statement of compliance
These financial statements have been prepared in accordance
with the requirements as set out in Decree-Law No. 32/93/M
and the Financial Reporting Standards (“MFRSs"”) of the
Macau Special Administrative Region (“Macau SAR").

A summary of the significant accounting policies adopted by
the Bank is set out below.

(b) Basis of preparation of the financial statements

The financial statements are presented in Macau Patacas,
rounded to the nearest thousand. The measurement basis
used in the preparation of the financial statements is the
historical cost basis except that financial instruments classified
as trading, designated at fair value through profit or loss and
available-for-sale are stated at their fair values as explained in
the accounting policies set out in note 2(c).

The preparation of financial statements in conformity with
MFRSs requires management to make judgements, estimates
and assumptions that affect the application of policies
and reported amounts of assets and liabilities, income and
expenses. The estimates and associated assumptions are based
on historical experience and various other factors that are
believed to be reasonable under the circumstances, the results
of which form the basis of making the judgements about
carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and
future periods.

Judgements made by management in the application of
MFRSs that have significant effect on the financial statements
and estimates with a significant risk of material adjustment in
the next year are discussed in note 3.

BANCO WENG HANG, S.A. » Annual Report 2008 17
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PRINCIPAL ACCOUNTING POLICIES (Continued)
(c) Financial instruments

0]

Initial recognition

The Bank classifies its financial instruments into different
categories at inception, depending on the purpose for
which the assets were acquired or the liabilities were
incurred. The categories are: fair value through profit or
loss, loans and receivables, held-to-maturity investments,
available-for-sale financial assets and other financial
liabilities.

Financial instruments are designated initially at fair value,
which normally will be equal to the transaction price plus,
in case of a financial asset or financial liability not held
at fair value through profit or loss, transaction costs that
are directly attributable to the acquisition of the financial
asset or issue of the financial liability. Transaction costs
on financial assets and financial liabilities at fair value
through profit or loss are expensed immediately.

The Bank recognises financial assets and financial
liabilities on the date it becomes a party to the
contractual provisions of the instrument. A regular
way purchase or sale of financial assets and financial
liabilities at fair value through profit or loss is recognised
using trade date accounting. Other financial assets and
financial liabilities are recognised using settlement date
accounting. From these dates, any gains and losses
arising from changes in fair value of the financial assets
or financial liabilities at fair value through profit or loss
are recorded.

(ii) Categorisation

—  Fair value through profit or loss

This category comprises financial assets and
financial liabilities held for trading, and those
designated at fair value through profit or loss upon
initial recognition, but exclude those investments
in equity instruments that do not have a quoted
market price and whose fair value cannot be
reliably designated.

Trading financial instruments are financial assets or
financial liabilities which are acquired or incurred
principally for the purpose of trading, or are part
of a portfolio of identified financial instruments
that are managed together and for which there is
evidence of a recent actual pattern of short-term
profit-taking. Derivatives that do not qualify for
hedge accounting are accounted for as trading
instruments.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
(c) Financial instruments (Continued)
(ii) Categorisation (Continued)

Fair value through profit or loss (Continued)

The Bank has the option to designate financial
instruments at fair value through profit or loss upon
initial recognition when:

—  the assets or liabilities are managed, evaluated
and reported internally on a fair value basis;

—  the designation eliminates or significantly
reduces an accounting mismatch which would
otherwise arise;

—  the asset or liability contains an embedded
derivative that significantly modifies the cash
flows that would otherwise be required
under the contract; and the separation of
the embedded derivative(s) from the financial
instrument is not prohibited.

Financial assets and liabilities under this category are
carried at fair value and are generally not allowed
to be reclassified into or out of this category
while held or issued. Changes in the fair value are
included in the income statement in the period in
which they arise. Upon disposal or repurchase, the
difference between the net sale proceeds or net
payment and the carrying value is included in the
income statement.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market, other than (1)
those that the Bank intends to sell immediately or
in the near term, which will be classified as held
for trading; (2) those that the Bank, upon initial
recognition, designates at fair value through profit
or loss or as available-for-sale; or (3) those where
the Bank may not recover substantially all of its
initial investment, other than because of credit
deterioration, which will be classified as available-
for-sale. Loans and receivables mainly comprise
loans and advances to customers and placements
with banks, central banks and other financial
institutions.

Loans and receivables are carried at amortised cost

using the effective interest method, less impairment
losses, if any (note 2(h)).
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PRINCIPAL ACCOUNTING POLICIES (Continued)
(c) Financial instruments (Continued)
(ii) Categorisation (Continued)

Held-to-maturity investments

Held-to-maturity investments are non-derivative
financial assets with fixed or determinable payments
and fixed maturity where the Bank has the positive
intention and ability to hold to maturity, other than
(1) those that the Bank, upon initial recognition,
designates as at fair value through profit or loss or
as available-for-sale; and (2) those that meet the
definition of loans and receivables.

Held-to-maturity investments are carried at
amortised cost using the effective interest method
less impairment losses, if any (note 2(h)).

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative
financial assets that are designated as available-for-
sale or are not classified in any of the other three
categories above. They include financial assets
intended to be held for an indefinite period of time,
but which may be sold in response to needs for
liquidity or changes in the market environment.

Available-for-sale financial assets are carried at
fair value. Unrealised gains and losses arising from
changes in the fair value are recognised directly
in the revaluation reserve, except for impairment
losses and foreign exchange gains and losses on
monetary items such as debt securities which are
recognised in the income statement.

Investments in equity securities that do not have
a quoted market price in an active market and
whose fair value cannot be designated reliably, and
derivatives that are linked to and must be settled
by delivery of such unquoted equity securities are
carried at cost less impairment losses, if any (note
2(h)).

When the available-for-sale financial assets are sold,
gains or losses on disposal include the difference
between the net sale proceeds and the carrying
value, and the accumulated fair value adjustments
which are released from the revaluation reserve.

Other financial liabilities

Financial liabilities, other than trading liabilities and
those designated at fair value through profit or loss,
are designated at amortised cost using the effective
interest method.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
(c) Financial instruments (Continued)

(iii)

(iv)

(v)

Fair value measurement principles

The fair value of financial instruments is based on their
quoted market prices at the balance sheet date without
any deduction for estimated future selling costs. Financial
assets are priced at current bid prices, while financial
liabilities are priced at current asking prices.

If there is no publicly available latest trade price nor a
quoted market price on a recognised stock exchange
or a price from a broker/dealer for non-exchange-
traded financial instruments, or if the market for it is not
active, the fair value of the instrument is estimated using
valuation techniques that provide a reliable estimate
of prices which could be obtained in actual market
transactions.

Where discounted cash flow techniques are used,
estimated future cash flows are based on management's
best estimates and the discount rate used is a market rate
at the balance sheet date applicable for an instrument
with similar terms and conditions. Where other pricing
models are used, inputs are based on market data at the
balance sheet date.

Derecognition

A financial asset is derecognised when the contractual
rights to receive the cash flows from the financial
asset expire, or where the financial asset together with
substantially all the risks and rewards of ownership, have
been transferred.

A financial liability is derecognised when the obligation
specified in the contract is discharged, cancelled or
expires.

The Bank uses the weighted average method to
determine realised gains and losses to be recognised in
the income statement on derecognition.

Offsetting

Financial assets and financial liabilities are offset and the
net amount is reported in the balance sheet where there
is a legally enforceable right to set off the recognised
amounts and there is an intention to settle on a net basis,
or realise the asset and settle the liability simultaneously.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(c)

Financial instruments (Continued)

(vi) Embedded derivatives
An embedded derivative is a component of a hybrid
(combined) instrument that includes both the derivative
and a host contract with the effect that some of the cash
flows of the combined instrument vary in a way similar to
a stand-alone derivative. The embedded derivatives are
separated from the host contract and accounted for as a
derivative when (1) the economic characteristics and risks
of the embedded derivative are not closely related to the
host contract; and (2) the hybrid (combined) instrument
is not designated at fair value with changes in fair value
recognised in the income statement.

When the embedded derivative is separated, the host
contract is accounted for in accordance with note (ii)
above.

(d) Hedging

(e)

The Bank has no financial instruments which qualify for hedge
accounting.

Tangible fixed assets and depreciation

Tangible fixed assets are stated in the balance sheet at cost
less accumulated depreciation and impairment losses (refer
note 2(h)).

Subsequent expenditure relating to an item of tangible
fixed assets that has already been recognised is added to
the carrying amount of the asset when it is probable that
future economic benefits, in excess of the originally assessed
standard of performance of the existing asset, will flow to the
enterprise. All other subsequent expenditure is recognised as
an expense in the period in which it is incurred.

Gains or losses arising from the retirement or disposal of an
item of tangible fixed assets are determined as the difference
between the net disposal proceeds and the carrying amount
of the item and are recognised in the income statement on
the date of retirement or disposal.

Depreciation is calculated to write off the cost of items of
property, plant and equipment, less their estimated residual
value, if any, using the straight-line method over their estimated
useful lives as follows:

Freehold land and buildings
-Land
— Buildings
Leasehold land and buildings
Office furniture, fixtures and equipment
Motor vehicles

Not depreciated
50 years

25 to 50 years
3 to 10 years

5 years
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2 PRINCIPAL ACCOUNTING POLICIES (Continued)

(f)

(9)

(h)

Operating lease

Where the Bank has the use of assets held under operating
leases, payments made under the leases are charged to
income statement in equal instalments over the accounting
periods covered by the lease term, except where an alternative
basis is more representative of the pattern of benefits to be
derived from the leased asset. Lease incentives received are
recognised in income statement as an integral part of the
aggregate net lease payments made.

Repossessed assets

In the recovery of impaired loans and advances, the Bank
may take repossession of the collateral assets through court
proceedings or voluntary delivery of possession by the
borrowers. In accordance with the Bank’s accounting policy
set out in note 2(h), impairment allowances for impaired loans
and advances are maintained after taking into account the
net realisable value of the collateral assets. Repossessed assets
continue to be treated as securities for loans and advance
until the Bank acquires legal title of the assets through public
auction. In that case, the assets are recorded at the lower of
their carrying amount of the related loans and advances and
fair value less costs to sell at the date. They are not depreciated
or amortised. The Bank does not hold any repossessed assets
for its own use.

Impairment of assets

The carrying amount of the Bank’s assets is reviewed at each
balance sheet date to determine whether there is objective
evidence of impairment. Objective evidence that financial
assets are impaired includes observable data that comes to the
attention of the Bank about one or more of the following loss
events which has an impact on the future cash flows on the
assets that can be estimated reliably:

significant financial difficulty of the issuer or borrower;

—  abreach of contract, such as a default or delinquency in
interest or principal payments;

— it becoming probable that the borrower will enter
bankruptcy or other financial reorganisation;

— significant changes in the technological, market,
economic or legal environment that have an adverse
effect on the borrower;

—  disappearance of an active market for financial assets
because of financial difficulties; and

— asignificant or prolonged decline in the fair value of an
investment in an equity instrument below its cost.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
(h) Impairment of assets (Continued)

If any such evidence exists, the carrying amount is reduced to
the estimated recoverable amount by means of a charge to
the income statement.

Impairment losses are written off against the corresponding
assets directly, except for impairment losses recognised
in respect of loans and receivables and held-to-maturity
investments, which are designated at amortised cost, whose
recovery is considered doubtful but not remote. In this case,
the impairment losses are recorded using an allowance
account. When the Bank is satisfied that recovery is remote,
the amount considered irrecoverable is written off against
loans and receivables or held-to-maturity investments directly
and any amounts held in the allowance account relating to
that borrower/investment are reversed. Subsequent recoveries
of amounts previously charged to the allowance account are
reversed against the allowance account. Other changes in the
allowance account and subsequent recoveries of amounts
previously written off directly are recognised in the income
statement.

(i) Loans and receivables

Impairment losses on loans and receivables are
designated as the difference between the asset’s carrying
amount and the present value of estimated future cash
flows discounted at the asset’s original effective interest
rate (i.e. the effective interest rate computed at initial
recognition of these assets). Receivables with a short
duration are not discounted if the effect of discounting is
immaterial.

The total allowance for credit losses consists of two
components: individual impairment allowances, and
collective impairment allowances.

The Bank first assesses whether objective evidence
of impairment exists individually for financial assets
that are individually significant, and individually or
collectively for financial assets that are not individually
significant. If the Bank determines that no objective
evidence of impairment exists for an individually assessed
financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar
credit risk characteristics and collectively assesses them
for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is
or continues to be recognised are not included in a
collective assessment of impairment.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
(h) Impairment of assets (Continued)

0]

(ii)

Loans and receivables (Continued)

The individual impairment allowance is based upon
management’s best estimate of the present value of the
cash flows which are expected to be received discounted
at the original effective interest rate. In estimating these
cash flows, management makes judgements about the
borrower’s financial situation and the net realisable value
of any underlying collateral or guarantees in favour of
the Bank. Each impaired asset is assessed on its own
merits.

In assessing the need for collective loan loss allowances,
management considers factors such as credit quality,
portfolio size, concentrations, and economic factors.
In order to estimate the required allowance, the Bank
makes assumptions both to define the way the Bank
models inherent losses and to determine the required
input parameters, based on historical experience and
current economic conditions.

The accuracy of the impairment allowances the Bank
makes depends on how well the Bank can estimate
future cash flows for individually assessed impairment
allowances and the model assumptions and parameters
used in determining collective impairment allowances.
While this necessarily involves judgement, the Bank
believes that the impairment allowances on loans and
advances to customers are reasonable and supportable.

Any subsequent changes to the amounts and timing of
the expected future cash flows compared to the prior
estimates that can be linked objectively to an event
occurring after the write-down, will result in a change
in the impairment allowances on loans and receivables
and be charged or credited to the income statement.
A reversal of impairment losses is limited to the loans
and receivables’ carrying amount that would have been
determined had no impairment loss been recognised in
prior years.

When there is no reasonable prospect of recovery, the
loan and the related interest receivables are written off.

Held-to-maturity financial assets

Impairment on held-to-maturity investments is considered
at both an individual and collective level. The individual
impairment allowance is designated as the difference
between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at the
asset’s original effective interest rate, where the effect of
discounting is material.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
(h) Impairment of assets (Continued)

(ii)

(iii)

Held-to-maturity financial assets (Continued)

Al significant assets found not to be individually impaired
are then collectively assessed for any impairment that has
been incurred but not yet identified. Assets that are not
individually significant are then collectively assessed for
impairment by grouping together financial assets with
similar risk characteristics.

If in a subsequent period the amount of an impairment
loss decreases and the decrease can be linked objectively
to an event occurring after the impairment loss was
recognised, the impairment loss is reversed through the
income statement. A reversal of impairment losses shall
not result in the asset’s carrying amount exceeding that
which would have been determined had no impairment
loss been recognised in prior years.

Available-for-sale financial assets

When there is objective evidence that an available-
for-sale financial asset is impaired, the cumulative loss
that had been recognised directly in equity is removed
from equity and is recognised in the income statement.
The amount of the cumulative loss that is recognised
in the income statement is the difference between the
acquisition cost (net of any principal repayment and
amortisation) and current fair value, less any impairment
loss on that asset previously recognised in the income
statement.

For unquoted available-for-sale equity securities that are
carried at cost, the impairment loss is designated as the
difference between the carrying amount of the equity
securities and the present value of estimated future cash
flows discounted at the current market rate of return for
a similar financial asset.

Impairment losses recognised in the income statement
in respect of available-for-sale equity securities are not
reversed through the income statement. Any subsequent
increase in the fair value of such assets is recognised
directly in equity.

Impairment losses in respect of available-for-sale debt
securities are reversed if the subsequent increase in fair
value can be objectively related to an event occurring
after the impairment loss was recognised. Reversals of
impairment losses in such circumstances are recognised
in the income statement.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
(h) Impairment of assets (Continued)
(iv) Other assets

Internal and external sources of information are reviewed
at each balance sheet date to identify indications that
property, plant and equipment may be impaired or an
impairment loss previously recognised no longer exists or
may have decreased.

If any such indication exists, the asset’s recoverable
amount is estimated.

—  Calculation of recoverable amount

The recoverable amount of an asset is the greater
of its net selling price and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pre-
tax discount rate that reflects current market
assessments of time value of money and the
risks specific to the asset. Where an asset does
not generate cash inflows largely independent of
those from other assets, the recoverable amount
is determined for the smallest group of assets that
generates cash inflows independently (i.e. a cash-
generating unit).

- Recognition of impairment losses

An impairment loss is recognised in the income
statement whenever the carrying amount of
an asset, or the cash-generating unit to which
it belongs, exceeds its recoverable amount.
Impairment losses recognised in respect of cash-
generating units are allocated to reduce the
carrying amount of the assets in the unit (or
group of units) on a pro-rata basis, except that the
carrying value of an asset will not be reduced below
its individual fair value less costs to sell, or value in
use, if determinable.

—  Reversals of impairment losses
An impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount.

A reversal of impairment losses is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of impairment
losses are credited to the income statement in the
year in which the reversals are recognised.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(i)

)]

(k)

Cash equivalents

Cash and cash equivalents comprise cash and balances with
banks, central banks and other financial institutions, and short-
term, highly liquid inter-bank placements and investments that
are readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value, having
been within three months of maturity at acquisition.

Employee benefits

(i) Salaries, annual bonuses, paid annual leave and the cost
to the Bank of non-monetary benefits are accrued in the
year in which the associated services are rendered by
employees of the Bank.

(i) Obligations for contributions to defined contribution
pension plan are recognised as expenses in the income
statement as incurred.

Income tax

Income tax for the year comprises current tax and movements
in deferred tax assets and liabilities. Current tax and
movements in deferred tax assets and liabilities are recognised
in the income statement except to the extent that they relate
to items recognised directly in equity, in which case they are
recognised in equity.

Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the balance sheet date, and any adjustment to tax payable
in respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences between the carrying amounts
of assets and liabilities for financial reporting purpose and
their tax bases respectively. Deferred tax assets also arise from
unused tax losses and unused tax credits.

Deferred tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are recognised
to the extent that it is probable that taxable profits will be
available, against which deductible temporary differences can
be utilised.

Deferred tax is calculated at the tax rates that are expected
to apply in the year when the liability is settled or the asset is
realised. Deferred tax assets and liabilities are not discounted.
The carrying amount of deferred tax assets is reviewed at each
balance sheet date and is reduced to the extent that it is no
longer probable that sufficient taxable profit will be available
to allow the related tax benefit to be utilised. Any such
deduction is reversed to the extent that it becomes probable
that sufficient taxable profit will be available. Additional
income taxes that arise from the distribution of dividends are
recognised when the liability to pay the related dividends is
recognised.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(k) Income tax (Continued)

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each other
and are not offset. Current tax assets are offset against current
tax liabilities, and deferred tax assets against deferred tax
liabilities if, the Bank has the legally enforceable right to set off
current tax assets against current tax liabilities. The principle of
offsetting usually applies to income tax levied by the same tax
authority on the same taxable entity.

)

Financial guarantees issued, provisions and contingent
liabilities

0]

(@ii)

Financial guarantees issued

Financial guarantees are contracts that require the
issuer (i.e. the guarantor) to make specified payments
to reimburse the beneficiary of the guarantee (“the
holder”) for a loss the holder incurs because a specified
debtor fails to make payment when due in accordance
with the terms of a debt instrument.

Where the Bank issues a financial guarantee to
customers, the fair value of the guarantee (being the
guarantee fees received) is initially recognised as deferred
income within other liabilities.

The deferred income is amortised in the income
statement over the term of the guarantee as income
from financial guarantees issued. In addition, provisions
are recognised in accordance with note 2(l)(ii) if and
when (1) it becomes probable that the holder of the
guarantee will call upon the Bank under the guarantee,
and (2) the amount of that claim on the Bank is expected
to exceed the amount currently carried in other liabilities
in respect of that guarantee i.e. the amount initially
recognised, less accumulated amortisation.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Bank has a legal or constructive
obligation, complaint or legal claim, arising as a result of
a past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditure expected to settle the
obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or
non-occurrence of one or more future events, are also
disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(m) Revenue recognition
Provided it is probable that economic benefits will flow to
the Bank and the revenue and costs, if applicable, can be
designated reliably, revenue is recognised in the income
statement as follows:

0]

(ii)

Interest income

Interest income for all interest-bearing financial
instruments is recognised in the income statement on an
accruals basis using the effective interest method.

The effective interest method is a method of calculating
the amortised cost of a financial asset and of allocating
the interest income over the relevant period. The
effective interest rate is the rate that exactly discounts
estimated future cash payments or receipts through
the expected life of the financial instrument or, when
appropriate, a shorter period to the net carrying amount
of the financial asset. When calculating the effective
interest rate, the Bank estimates cash flows considering
all contractual terms of the financial instrument (for
example, prepayment, call and similar options) but does
not consider future credit losses. The calculation includes
all fees and points paid or received between parties to
the contract that are an integral part of the effective
interest rate, transaction costs and all other premiums or
discounts.

For impaired loans, the accrual of interest income based
on the original terms of the loan is discontinued, but any
increase in the present value of impaired loans due to the
passage of time is reported as interest income.

Fees and commission income

Fees and commission income is recognised when the
corresponding service is provided, except where the fee
is charged to cover the costs of a continuing service to,
or risk borne for, the customer, or is interest in nature.
In these cases, the fee is recognised as income in the
accounting period in which the costs or risk is incurred or
accounted for as interest income.

Origination or commitment fees received/paid by the
Bank which result in the creation or acquisition of
a financial asset are deferred and recognised as an
adjustment to the effective interest rate. When a loan
commitment is not expected to result in the draw-down
of a loan, loan commitment fees are recognised on a
straight-line basis over the commitment period.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
(m) Revenue recognition (Continued)

(n)

(o)

(iii) Dividend income
Dividend income from unlisted investments is recognised
when the shareholder’s right to receive payment is
established. Dividend income from listed investments
is recognised when the share price of the investment is
guoted ex-dividend.

Translation of foreign currencies

Foreign currency transactions during the year are translated
into Macau Patacas at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities denominated
in foreign currencies are translated into Macau Patacas at
the foreign exchange rates ruling at the balance sheet date.
Exchange gains and losses are dealt with in the income
statement.

Non-monetary assets and liabilities that are designated in
terms of historical cost in a foreign currency are translated
into Macau Patacas using the foreign exchange rates ruling
at the transaction dates. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value
are translated using the foreign exchange rates ruling at the
dates the fair value was determined.

Exchange differences relating to investments at fair value
through profit or loss and derivative financial instruments are
included in net realised and unrealised gains/losses on trading
financial instruments or financial instruments designated at
fair value through profit or loss. All other exchange differences
relating to monetary items are presented as gains/losses arising
from dealing in foreign currencies in the income statement.
Differences arising on translation of available-for-sale equity
instruments are recognised in reserves.

Related parties
For the purposes of these financial statements, a party is
considered to be related to the Bank if:

(i) the party has the ability, directly or indirectly through one
or more intermediaries, to control the Bank or exercise
significant influence over the Bank in making financial
and operating policy decisions, or has joint control over
the Bank;

(i) the Bank and the party are subject to common control;

(iii)  the party is an associate of the Bank;
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PRINCIPAL ACCOUNTING POLICIES (Continued)
(0) Related parties (Continued)

(iv)

(vi)

the party is @ member of key management personnel of
the Bank or the Bank’s parent, or a close family member
of such an individual, or is an entity under the control,
joint control or significant influence of such individuals;

the party is a close family member of a party referred
to in (i) or is an entity under the control, joint control or
significant influence of such individuals; or

the party is a post-employment benefit plan which is for
the benefit of employees of the Bank or of any entity
that is a related party of the Bank.

Close family members of an individual are those family
members who may be expected to influence, or be influenced
by, that individual in their dealings with the entity.

ACCOUNTING ESTIMATES AND JUDGEMENTS

Note 25 contains information about the assumptions and their risk
factors relating to fair values of financial instruments. Other key
sources of estimation uncertainty are as follows:

(a) Key sources of estimation uncertainty
Impairment losses

Loans and advances

Loan portfolios are reviewed periodically to assess
whether impairment losses exist. The assessment process
consists of two stages. During the first stage, the Bank
makes judgements as to whether there is any objective
evidence that a loan portfolio is impaired, i.e. whether
there is a decrease in estimated future cash flows.
Objective evidence for impairment includes observable
data that the payment status of borrowers has adversely
changed. It may also include observable data about local
or economic conditions that correlate with defaults on
the assets in the Bank. If management has determined,
based on their judgement, that objective evidence
for impairment exists, expected future cash flows are
estimated based on historical loss experience for assets
with credit risk characteristics similar to those of the
Bank. Historical loss experience is adjusted on the basis
of the current observable data. Management reviews the
methodology and assumptions used in estimating future
cash flows regularly to reduce any difference between
loss estimates and actual loss experience.

Available-for-sale equity investments

The Bank determines that available-for-sale equity
investments are impaired when there has been a
significant or prolonged decline in the fair value below
cost. The determination of when a decline in fair value
below cost is not recoverable within a reasonable time
period is judgmental by nature, so profit and loss could
be affected by differences in this judgement.
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accounting policies
Certain critical accounting judgements in applying the Bank's
accounting policies are described below.

Held-to maturity investments

The Bank classifies non-derivative financial assets with fixed
or determinable payments and fixed maturity and where the
Bank has a positive intention and ability to hold to maturity
as held-to-maturity investments. In making this judgement,
the Bank evaluates its intention and ability to hold such
investments till maturity.

If the Bank fails to hold these investments to maturity other
than for certain specific circumstances, the Bank will have to
reclassify the entire portfolio of held-to-maturity investments
as available-for sale, as such class is deemed to have been
tainted.

This would result in held-to-maturity investments being
designated at fair value instead of at amortised cost.

4 EEGF 4 OPERATING PROFIT
RO A R RIS T 5B B R57R

(a) FEWA (a) Interestincome

The operating profit for the year is stated after taking account of:

2008 2007
MEWARE : Interest income arising from:
—SEIE T AR TBERHAIBZE Y —finandial assets not designated at fair value
SRVEE through profit or loss 706,859 992,811
—EBENRAFEEFAERZZ — financial assets designated at fair value
TREE through profit or loss - 780
706,859 993,591
Hep of which:
— FiREZ M BWA — interest income from listed investments 4,229 4,142
—JELETIRE ZFEWA — interest income from unlisted investments 45,809 111,237
—BEEREE 2 EWA — interest income from impaired financial assets 4 292
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4 EEZF(E) 4 OPERATING PROFIT (Continued)
(b) FIESZH (b) Interest expense
2008 2007
FEZHIRE : Interest expense arising from:
—IEEFELAATEBESEAIBZ Y —finandial liabilities not designated at fair value
TRAE through profit or loss 326,704 607,651
—BEARAE — trading liabilities 909 -
327,613 607,651
Hr of which:
—BEPER - EH - #EER — interest expense on current, fixed, savings and
HFaA ez other deposits of customers 256,860 551,463
—IRTTRZE « PRIFITR — interest expense on deposits and balances of banks,
E & RS 2 7 50 R B2 central banks and other financial institutions 69,844 56,188
(c) HEERFHLKAFE (c) Net fees and commission income
2008 2007
RIS E RAEWA Fees and commission income:
—ERATERERS — Deposit related business 11,091 11,554
—EEEREE — Loan related business 23,472 15,690
= ET — Trade finance business 14,103 15,194
—BRERAEER — Credit cards 23,769 22,077
—REEERGE — Stock-broking fees 35,344 56,210
— U EERRGE - Wealth management fees 12,798 22,707
—HEaRERE — Other agency commissions 12,625 10,164
—Hfth — Others 5,449 10,734
B REERAEI N Less: Fees and commission expense (2,904) (1,349)
135,747 162,981
A ERFIRZ RIEE RASKRAFERE The above fees and commission were generated from financial
REAFFEEERBERIBEUATEE instruments that are not held for trading nor designated at fair
FABRCEMIA- value through profit or loss.
(d) HEEERZRIETULFEEZAER (d) Net gains/(losses) from financial instruments held for
ZEBIT EFNE - (EE) trading and designated at fair value through profit or
loss
2008 2007
BEEARSRTEAZEERR Net realised and unrealised gains on trading
IR FE financial instruments 585 687
BEUATEEFRAERZ Net realised and unrealised losses on financial
SHIAEERE instruments designated at fair value through
BIRFER profit or loss - (8,035)
585 (7,348)
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4 EREN(E

(e)

/)

(9)

4 OPERATING PROFIT (Continued)

HEg A (e) Otherincome
2008 2007
AR B A Dividend income 713 679
HNE B B iz Gains arising from dealing in foreign currencies 20,611 19,232
Hh Others 1,387 1,052
22,711 20,963
EEH (f) Operating expenses
2008 2007
=1ZS Staff costs
e REMESKAR Salaries and other staff costs 108,646 94,157
RIRAE AR Retirement benefit costs 7,436 6,082
116,082 100,239
TEEITEZITHE & Premises and equipment expense,

BT excluding depreciation 13,323 9,232
e Depreciation 17,059 14,426
wEHESBR Operating lease charges 3,136 2,768
ZEAE A Auditors’ remuneration 330 292
Hh Others 78,164 57,488

228,094 184,445

B RERE SRR (1R ) I

(g) Impairment losses and allowances (charged)/released on

loans and advances
2008 2007

&R (E 224 Individually assessed

—(42ER), /B — (charged)/released (28,840) 5,957
BERBEER Collectively assessed

—1=E — charged (4,053) (807)
EPEFREEEBZ Net (charged)/released of impairment losses and

F(JREL) Bl (FI7E13) allowances for loans and advances (note 13) (32,893) 5,150
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5. g

5 TAXATION
(a) UnZRAZHES : (a) Taxation in the income statement represents:
2008 2007
AR — RIS Current tax - Provision for Macau
HABES Complementary Tax
ARF G A Provision for the year 37,234 42,615
FEFEEEETR,CER) Under/(over) provision in respect of prior years 742 (26)
37,976 42,589
BEEHRE Deferred taxation
ERMtEEEERED Origination and reversal of temporary differences (808) 3,510
37,168 46,099

(b) WM RAEMHBEREHEZ ST

(c)

2008 ERFIFNSH TR EB DIRZFE
hETERTUAFIRIRITIH R 12% (20074 :
12%)5H & -

The provision for Macau Complementary Tax is calculated at
12% (2007: 12%) of the Bank’s estimated assessable profits

for the year ended 31 December 2008.

(b) Reconciliation between tax expense and accounting

B profit at applicable tax rate:
2008 2007
% %
B AR Profit before taxation 288,329 100.00 383,303 100.00
BISRHATE(12%) Notional tax on profit before

SHEZHE taxation calculated at 12%

(2007: 12%) (2007: 12%) 34,600 12.00 45,996 12.00
RAE S 2 Fiag 2 Tax effect of non-deductible expenses 1,826 0.63 129 0.03
FEEEEEBERE,/GBF)  Under/over) provision in prior years 742 0.26 (26) -
BRFHES Actual tax expense 37,168 12.89 46,099 12.03
EEEBBEXRAZLHHES - (c) Current taxation in the balance sheet represents:

2008 2007
REZBRFISHITHER Provision for Macau Complementary Tax
for the year 37,234 42,615
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5. FIE(E) 5 TAXATION (Continued)

(d) EEZZEEFBELEREE (d) Deferred tax assets/(liabilities) recognised:
FAREEABRRANERZEEREE The components of deferred tax assets/(liabilities) recognised
E/(BE)ZHERBHRESENT in the balance sheet and the movements during the year are as

follows:
GisE
SERG
EEAH {3 hn 2

HWEZ  EXRZER B
TREE REREE Additional

Revaluation Individual impairment
of available- impairment allowances
for-sale debt allowances under
financial for loans and AMCM &%
assets advances rules Total
20081 A1 B &% At 1 January 2008 (111) - (12,219) (12,330)
ISR AR /TR (Charged)/credited to income
statement - 2,214 (1,406) 808
BN E Credited to reserves 146 - - 146
200812 A31 B & At 31 December 2008 35 2,214 (13,625) (11,376)
20071 A1 B & At 1 January 2007 (31) - (8,709) (8,740)
Wk A Charged to income statement - - (3,510) (3,510)
EREaAS Charged to reserves (80) - - (80)
200712 A31 B &# At 31 December 2007 (111) - (12,219) (12,330)
B baioh - RITREEABRBRZA HAM Apart from the above, the Bank does not have any significant
AR EARIETR B R IR - unprovided deferred taxation arising for the year or as at the
balance sheet date.
6 EEME 6 DIRECTORS' EMOLUMENTS
2008 2007
i Fees 190 190
Emiie Other emoluments 3,019 2,643
3,209 2,833
RITEP RS RS BN TWERM - mZE Certain directors of the Bank received remuneration from group
NG R B ERARTT o companies but no apportionment has been made to the Bank.
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7 BE 7 DIVIDENDS
(a) ZTEEKRE (a) Dividends attributable to the year
2008 2007
EEEBEERZ RS Final dividend of MOP48 (2007: MOP135)
B E BRI 48T per ordinary share proposed after the
(20074F : JBPI¥E1357T) balance sheet date of 57,600 162,000
EHEEREBRZ RERE - WAREE The final dividend proposed after the balance sheet date has
BHRRREE- not been recognised as a liability at the balance sheet date.
(b) RENMERTRZEFELGRE (b) Dividends attributable to the previous year, approved
and paid during the year
2008 2007
RENHAE MR 2 EFREAAR S Final dividend in respect of the previous year, approved
G E BRI 1357 and paid during the year of MOP135 (2007: MOP85)
(20074 : JBPFI¥E857T) per ordinary share 162,000 102,000
REPHE R RS 2 FERERIILE. Spedial dividend in respect of previous year, approved
HREBRRFIE407T and paid during the year of MOP40 (2007: Nil)
(20074 : &) per ordinary share 48,000 -
210,000 102,000

8 HEREMEBTEZE PREFETRHEME 8§ CASH AND BALANCES WITH BANKS, CENTRAL BANKS

AR RR AND OTHER FINANCIAL INSTITUTIONS
2008 2007
IR 4EEE Cash balances 217,881 302,546
IR R ERTTHIA Balances with central banks 256,372 281,246
FHERTTRIZE VAR Balances with banks 208,151 138,887
682,404 722,679

9 TEHFMEBITEE - PRB|TRHEMEF 9 PLACEMENTS WITH BANKS, CENTRAL BANKS AND

BERE OTHER FINANCIAL INSTITUTIONS
2008

EEAEERTTRIZE VR Placements with banks 40,798

2007

74,133
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1

12

BEEEE 10 TRADE BILLS
2008 2007
BHEE Trade bills 27,207 60,784
BRI R E Individual impairment allowances - -
BERELER Collective impairment allowances - -
27,207 60,784
EERREE 11 TRADING ASSETS

EEAREETIZERTTESRIAZIERFE
3o

AT EERAREEREHERRIERATRS
2SI AERF(EERPI%6,463,0007T
(20074 : J®BF9%6,336,0007T) °
EFERKEMERE

(a) BEFEMRAMKEHFREER

12

Trading assets represent positive fair values of derivative financial

instruments.

Trading assets of the Bank include positive values of derivative
financial instruments transacted with the ultimate holding company

amounting to MOP6,463,000 (2007: MOP6,336,000).

LOANS AND ADVANCES TO CUSTOMERS AND OTHER

ACCOUNTS

(a) Loans and advances to customers and other accounts

less impairment allowances

2008 2007
BEER4EEE Gross loans and advances to customers 11,301,355 9,488,553
BB R ERIREER Individual impairment allowances for impaired loans
(MF7E13) and advances (note 13) (31,055) (1,703)
B2 B R EEE Collective impairment allowances for loans
(MF7E13) and advances (note 13) (10,303) (6,250)
11,259,997 9,480,600
TR B R EAERTE Accrued interest and other accounts 270,352 354,719
11,530,349 9,835,319
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12 FEFERRHEMRE(E)

12 LOANS AND ADVANCES TO CUSTOMERS AND OTHER

ACCOUNTS (Continued)
(b) EFEFMITHSHE (b) Loans and advances to customers analysed by industry
sectors
BEPERZOTEERRERZEER AR The information concerning advances to customers by industry
DR AR ERDRE LR - sectors is prepared by classifying the advances according to the
usage of the advances and is stated gross of any impairment
allowances.
2008 2007
®P BE =P HE
Gt BEFEXN ERuaE BEFER
Gross Impaired Gross Impaired
advances to advances to advances to advances to
customers customers customers customers
ERMERAZER Advances for use in Macau
I¥ -FERER Industrial, commercial and financial
bJES Property development 1,313,306 20,678 1,261,055 20,678
YERE Property investment 2,694,042 - 2,295,922 -
B HRE Financial concerns 1,970 - 408 _
BT EE Wholesale and retail trade 71,693 - 85,385 219
b Manufacturing 237,455 4,812 259,238 27
B B IE R AR Transport and transport equipment 87,091 - 77,625 -
BREE@BzED Share financing 28,112 - 57,457 -
Hitb Others 1,730,047 30,948 1,040,643 -
BA Individuals
BEIEMEIER Advances for the purchase of
residential properties 3,790,186 992 3,495,049 4211
ERAEER Credit card advances 117,465 635 113,818 1,205
Eith Others 942,480 1,434 561,428 2,586
11,013,847 59,499 9,248,028 28,926
EomE Trade finance 278,673 12,349 237,775 7,757
ERMLUIMERAZER Advances for use outside Macau 8,835 - 2,750 -
11,301,355 71,848 9,488,553 36,683
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12 FFERRHEAIRE(E)

(0

(d)

BEZEFEM
MEZEPERER  HERATENRE
RUREEFEIITT

12 LOANS AND ADVANCES TO CUSTOMERS AND OTHER

ACCOUNTS (Continued)

(c)

Impaired advances to customers

The gross impaired advances to customers, market value of
collateral held with respect of such advances and individual
impairment allowances are as follows:

2008 2007
BEZ BEEREEE Gross impaired advances to customers 71,848 36,683
WEREFERRTE Gross impaired advances to customers as a percentage
HEFERBE AN of total loans and advances to customers 0.64% 0.39%
RERFPERZIEHRRTE Market value of collateral held with respect to
impaired loans and advances to customers 27,947 34,486
& BB E Individual impairment allowances 31,055 1,703

MEZEPEREZER TG - UEER
BHREHN 2 FERERR - A5 ZE
FRRE R R Uk B 8RR 2 IR (B 1R SR B A Bl Y
MZBEERE MZEARREIZEEY
=,

WEEE

REE2008F 12 A31BIEFER » KN1THE
EREERZEFRAT

e Nature

EEMEEYE

(d)

Residential and commercial properties

Impaired advances to customers are individually assessed loans
with objective evidence of impairment on an individual basis.
Individually assessed impairment allowances were made after
taking into account the net present value of future recoverable
amounts in respect of such loans and advances, and the
collateral held mainly comprised properties.

Repossessed assets

During the year ended 31 December 2008, the Bank has

taken possession of collateral it holds as security as follows:
2008 2007

7,460 -

ERSBRRREEENTE

AT ERMEZREEEERFILE
B UEREREZEFPENR  LETEH
(E=NE

HR2008F 12 A31 8 » AT EIBERRE
FERCEED G £ ARFI’ET,240,000
JC(20074F © 4&) °

The amount represents the market value of the repossessed
assets.

Repossessed assets obtained are intended to be realised in an
orderly fashion to repay the impaired advances to customers
and are not held for the own use of the Bank.

At 31 December 2008, repossessed assets obtained as

securities for advances to customers totalled MOP7,240,000
(2007: Nil) for the Bank.
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13 BEFERZRERER

13 IMPAIRMENT ALLOWANCES ON LOANS AND

ADVANCES TO CUSTOMERS
2008
&5 e A&t
Individual Collective Total
1A1B&%% At 1 January 1,703 6,250 7,953
g Addition 30,109 4,053 34,162
[o] 8¢ Release (1,269) - (1,269)
T EURER R TR Net charged to income statement
(FftzE4(g)) (note 4(g)) 28,840 4,053 32,893
FE M Amounts written off (1,366) - (1,366)
B FE MR ZER Recoveries of advances written off
in prior years 1,878 - 1,878
12 A31B&#(5E12G)) At 31 December (note 12(a)) 31,055 10,303 41,358
2007
&R e A&t
Individual Collective Total
1A 1B &% At 1 January 11,701 5,443 17,144
i Addition 9,029 807 9,836
(o] 3% Release (14,986) - (14,986)
(TFAN),/ ZEM R F5E Net (credited)/charged to income
(FF5E4(g)) statement (note 4(g)) (5,957) 807 (5,150)
F MR Amounts written off (8,276) - (8,276)
B FE MR ZER Recoveries of advances written off
in prior years 4,235 - 4,235
12 A31 BEEER (MiFE12(a)) At 31 December (note 12(a)) 1,703 6,250 7,953
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14

FAZIMARTHEESHEE

14 HELD-TO-MATURITY AND AVAILABLE-FOR-SALE

FINANCIAL ASSETS
2008 2007
BEZIMAZEERS Held-to-maturity debt securities
BAEBBIT-ELT Issued by sovereigns — unlisted 1,319,864 2,106,815
ERMEEIEIT—JELT Issued by financial institutions — unlisted - 112,477
T L™ Issued by corporate entities — listed - 24,102
SRS IT W Issued by financial institutions — listed 23,947 -
1,343,811 2,243,394
AHHEZES Available-for-sale securities
B S Debt securities
NEMIEIEIT— LT Issued by public sector entities — listed 25,864 26,361
BT LW Issued by corporate entities — listed - 27,280
ERMEEIEIT—JELT Issued by financial institutions — unlisted 40,015 -
SRR IT— T Issued by financial institutions — listed 34,621 -
100,500 53,641
= Equity securities
ERT-ILET Issued by corporate entities — unlisted 39,245 6,417
BT LW Issued by corporate entities — listed 6,027 -
45,272 6,417
145,772 60,058
1,489,583 2,303,452
HEZINHBE 2 EmER Market value of listed held-to-maturity
BH MG EE debt securities 23,229 24,517
BERDHBEZIELT Fair value of unlisted held-to-maturity
EBES2 AT EE debt securities 1,322,374 2,220,077
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15 BEFEEEE 15 TANGIBLE FIXED ASSETS
2008
(ERINE I
i R B
Furniture,
fixtures,
equipment
LY/ and motor A%
Premises vehicles Total
R At cost:
200841 A1 H& At 1 January 2008 237,941 116,943 354,884
NE Additions 41,491 17,246 58,737
HeE Disposals - (7.,294) (7,294)
2008% 12 A31B &% At 31 December 2008 279,432 126,895 406,327
E2BinE Accumulated depreciation:
200841 A1 H& % At 1 January 2008 22,766 82,233 104,999
INEFEIRH Charge for the year 2,840 14,219 17,059
S MR Written back on disposals - (6,967) (6,967)
2008% 12 A31B &% At 31 December 2008 25,606 89,485 115,091
BREFE ! Net book value:
2008 12 A31 B & ¢k At 31 December 2008 253,826 37,410 291,236
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15 BREEEE (&) 15 TANGIBLE FIXED ASSETS (Continued)

2007
BRI~ B8 -
B EE ]
Furniture,
fixtures,
equipment
Ly/ES and motor A%
Premises vehicles Total
R At cost:
20071 A1 B &% At 1 January 2007 161,808 104,524 266,332
NE Additions 76,257 13,674 89,931
HeE Disposals (124) (1,255) (1,379
2007412 A31B &% At 31 December 2007 237,941 116,943 354,884
E2BinE Accumulated depreciation:
20071 A1 B &% At 1 January 2007 20,562 71,267 91,829
NFEHER Charge for the year 2,269 12,157 14,426
HE R Written back on disposals (65) (1,191) (1,256
200712 A31 B &8 At 31 December 2007 22,766 82,233 104,999
REFE ! Net book value:
2007412 A31 B#&#k At 31 December 2007 215,175 34,710 249,885
MEZEEFESTAT The analysis of net book value of premises is as follows:
2008 2007
TR 2k AR Freehold held in Macau 85,134 72,991
R 2 - Leasehold held in Macau:
— BN (EREEIOFUATE) — Short-term leases (less than 10 years unexpired) 168,692 142,184
253,826 215,175

BANCO WENG HANG, S.A. » Annual Report 2008 45



BA 7% 3R = Mi=E Notes to the Financial Statements

16 EEAZAE
BEEMAZRBEIZRTASRMIAZARYE
o

AITHEERAREBRRRESRIERARRSZ
PTEeM T AEE R FEMERFE21,359,0007T
(20074 : JBP9¥6,337,0007T) °

16 TRADING LIABILITIES

Trading liabilities represent the negative fair values of derivative
financial instruments.

Trading liabilities of the Bank include negative fair values of
derivative financial instruments transacted with the ultimate holding
company amounting to MOP21,359,000 (2007: MOP6,337,000).

17 HihE8E 17 OTHER LIABILITIES
2008 2007
FES R Accrued interest payable 37,126 48,366
BEEK Customer acceptance 97,923 82,581
EERENER Provision for liabilities and accrued charges 23,301 19,115
Hi Others 90,409 148,691
248,759 298,753
18 IRA& 18 SHARE CAPITAL
2008 2007
HMEERRAK Authorised, issued and fully paid:
1,200,000/% 2 E i@ & 1,200,000 ordinary shares of
BRCRFIE1007T MOP100 each 120,000 120,000

ERESE ABREENSEIRME - TE#
RATHERLRER—FZNHARE - AE
BREATORISFEESZF RSN -

46  XTHRT+ —BBNEER

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



19 f#E

19 RESERVES

2008
—MEE  ATERE BHET  EREEE  EERE
General Legal Retained Revaluation  Regulatory At
reserve reserve profits reserve reserve Total
20081 A1 B4 At 1 January 2008 184,200 120,000 839,580 814 89,605 1,234,199
2R E Dividends paid - - (210,000) - - (210,000)
EHREERE Changes in fair value
e S REE of available-for-sale
NEEEZET financial assets
net of deferred tax - - - (1,069) - (1,069)
BRI EE Appropriation to
iR regulatory reserve
net of tax - - (10,311) - 10,311 -
FANZmF Profit for the year - - 251,161 - - 251,161
200812 A31 A& At 31 December 2008 184,200 120,000 870,430 (255) 99,916 1,274,291
2007
—MEE  ATERE BHET  EREEE  EERE
General Legal Retained Revaluation  Regulatory At
reserve reserve profits reserve reserve Total
20071 1B &% At 1 January 2007 184,200 120,000 630,116 226 63,865 998,407
EIRAE Dividend paid - - (102,000) - - (102,000)
EREERE Changes in fair value
e S REE of available-for-sale
NEBEIER financial assets
net of deferred tax - - - 588 - 588
EMBRREEE Appropriation to
TR regulatory reserve
net of tax - - (25,740) - 25,740 -
FRZmF Profit for the year - - 337,204 - - 337,204
200712 A31 B &% At 31 December 2007 184,200 120,000 839,580 814 89,605 1,234,199
(a) —MRfEE (a) General reserve
— M s B B BR R T B AR A S B ATk The general reserve was set up from the transfer of retained
o profits and is available for distribution.

(b) ZEFE
EERBERRERMcREREZZNES
32/93/MSRE S B 6016 MORPIR A A %
432{F 2 IRTEPKAL ©

(0 Efif#E
EfREHEERIHEESREEZ R A
REERS - MEZEENK LERRR
2N ©

(b)

(c)

Legal reserve

Legal reserve was set up in accordance with Article 60
of Decree-Law No. 32/93/M and Article 432 of the Macau
Commercial Code.

Revaluation reserve

Revaluation reserve comprises the cumulative net change
in the fair value of available-for-sale financial assets until the
assets are derecognised and is dealt with in accordance
with the accounting policies in note 2(c).
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19 f#E(&)
(d) EEf#E

19 RESERVES (Continued)
(d) Regulatory reserve

RIESEREDIFE18/935R 2 AT » £ @k
BOEHaHERIERaPPRgE—T
Bz mEETEHRS  MEKZIES
EEREEABRMIN EEBBEE I
EREBREKI1% s —RIEAS - ATZER
AR IR 200 TR & 5 R
R NMBBERREEEIREERZ
BEZKE - ATHBREBRFRE—%
HERZERREIKERERRBELERE
- EARTESEERAESHE -
AEEEEREITRAT

In accordance with Aviso n.°18/93-AMCM, financial institutions
are required to maintain a minimum level of specific provision
for a bad and doubtful loan at a percentage depending on
the overdue period of the loan, and a general provision at a
minimum of 1% (“the minimum level”) of the total balance of
performing loans and certain credit-related off balance sheet
exposure. The Bank recognises allowance for impairment
losses on loans and advances in accordance with the policy
as set out in note 2(h). In case where such impairment
allowances are lower than the minimum level as required by
AMCM, the Bank will transfer an amount, which is equal to
the difference between the allowance and the minimum level,
after adjustment for taxation impact, from its retained profits
to the regulatory reserve. The amount of regulatory reserve
transfer for the year is as follows:

2008 2007

BRIESE REHIZERIEM Additional impairment allowances under
SRE B AMCM rules 11,717 29,250
EIVRER 2 IR Tax effect on the additional impairment allowances (1,406) (3,510)
10,311 25,740

20 EESFERUIIZEBEE
(a) FABBEREEUREEE

20 OFF-BALANCE SHEET EXPOSURES
(a) Contingent liabilities and commitments to extend credit

IREBRAREANERNEERE
ERBEHZRGREBD - FHRERFER
BEREZEENEREMRS - URIE
EEMIA  REANERHREENEMR
& ERNAE - EEEREBMIAMY
KzREg  ABEREHREETEFMIR
ZIEERRER - HESBIEROEH
REBRERMEFENRMS R 2R
B ANKBODERIAEENEEZR
IR - EHNSBRABALTRE
RRZBERRE e

FEEERBINESERZBEBIRITE
BIEERTT (B AR ) IRE » T Z BB e
NF0%ZE100% °

A8  KTHRT+ —BBNEERH

Contingent liabilities and commitments arises from forward
asset purchases, amounts owing on partly paid-up shares
and securities, forward deposits placed, asset sales or
other transactions with recourse, as well as credit-related
instruments which include, letters of credit, guarantees and
commitments to extend credit. The risk involved in these credit
instruments 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 client defaults. Since a significant
portion of guarantees and commitments is expected to expire
without being drawn upon, the total of the contract amounts is
not representative of future cash flows.

The risk weights used in the computation of credit risk
weighted amounts ranged from 0% to 100% in accordance
with the Banking (Capital) Rules of the Hong Kong Banking
Ordinance.



20 EESERUIIZEAREE(E)

(a)

(®)

(0

KAREHRAELREGEE (F) (a)

AT REBBERBARNZRNETS MAEZ

20 OFF-BALANCE SHEET EXPOSURES (Continued)

Contingent liabilities and commitments to extend credit
(Continued)
The following is a summary of the contractual amounts

NEDEME - of each significant class of contingent liabilities and
commitments:

2008 2007
EEREEEREE Direct credit substitutes 774,931 964,663
B5EE IR E Trade-related contingencies 69,467 144,336
E At Other commitments:
— RZAEABR 81 — With an original maturity of not more than 1 year 680,644 372,141
— RAEABR 14F A £ — With an original maturity over 1 year 849,700 927,573
— AR BUH — Which are unconditionally cancellable 1,034,517 1,103,208
a5t Total 3,409,259 3,511,921
EERBINESE Credit risk weighted amount 822,555 891,721
B RE (b) Capital commitments

M2008F 12 A3 A ABEEEEEEM
S AR AE B 7 R 3R R VR 2R 2 B AR E I

Capital commitments for acquisition of tangible fixed assets
outstanding at 31 December not provided for in the financial

K statements were as follows:

2008 2007
(ST T P53 Expenditure authorised and contracted for 4,688 36,449
EEHERE (c) Operating lease commitments

H2008F 12 A31H » IRIET A AL E
fAE  RRSEENEEFIEABENAT

As at 31 December 2008, the total future minimum lease
payments under non-cancellable operating leases for
properties and equipment are payable as follows:

2008 2007
1R Within one year 2,471 2,125
15 A E{B5F A After one year but within five years 1,150 538
3,621 2,663

RITARERERABRAZBEYENR
o MEFH—RVIE 1224 A - Eimik
A BENEEMIEREASE - MAERNOL
TEEHAEE -

The Bank leases a number of properties and items of
equipment under operating leases. The leases typically run for
an initial period of one to twenty-four months, with an option
to renew the lease when all terms are renegotiated. None of
the leases includes contingent rentals.
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21

fTEemT A

TITARBOTETLIERGRABRERP R -
ERRABEAAITZERES « NMITE BIEH
BE - ANIZHERBARSGRAESELESLE
BEEEBAEZEHRR 5 - MABMZIEEHTA
2 B|ERH EEAESR 2 EHAL o AT
Rz T BES RS RA KR E - £20084F
RANBFENEIAEARBEZEERAE
NDRREEBERAZIEEAREEIRIER
RZEBEIR -

(a) TTETAZEZZH
TETAREMBELD  HEEBRFME
R —IARZIAERNEEIERME

TERARTITEIARBEENERS
B RERNBRIBMENST - WETAZ
ABRTHEERNGEEARKREN ZR S
B WARKREREER -

21 DERIVATIVES FINANCIAL INSTRUMENTS

The majority of the derivatives transactions were initiated in
response to customer demand and the remaining were economic
hedges for the Bank'’s fixed-interest rate debt securities. No
significant speculative positions are maintained by the Bank. The
Bank entered into interest rate swaps to hedge its investments in
fixed-rate debt securities so as to achieve a floating rate return.
The swaps have approximately the same maturity profile as the
securities being hedged. The Bank has not elected to adopt hedge
accounting in respect of these swaps. The positive and negative fair
values of the derivatives as at 31 December 2008 were reported
within “trading assets” and “trading liabilities” respectively in the
balance sheet.

(a) Notional amounts of derivatives
Derivatives refer to financial contracts whose value depends
on the value of one or more underlying assets or indices.

The following tables provide an analysis of the notional
amounts of derivatives of the Bank by relevant maturity
groupings based on the remaining periods to settlement at the
balance sheet date. The notional amounts of the derivatives
indicate the volume of outstanding transactions at the balance
sheet date and do not represent amounts at risk.

2008

1AL

B5% R

Over

1ER 1 year but S5

Within within Over At
1 year 5 years 5 years Total
nHERAY Forward exchange rate contracts 1,021,178 - - 1,021,178
FRiHRE 49 Interest rate swap contracts 41,200 468,650 - 509,850
1,062,378 468,650 - 1,531,028
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PTESRIA(E)
(a) TETRZEHLH(HE)

21

DERIVATIVES FINANCIAL INSTRUMENTS (Continued)
(a) Notional amounts of derivatives (Continued)

2007
18P+
{B5F R
1R Over1 year SEF
Within but within Over A&t
1 year 5 years 5 years Total
REERAY Forward exchange rate contracts 1,046,577 - - 1,046,577
MEFEEH Interest rate swap contracts 361,532 154,500 77,250 593,282
1,408,109 154,500 77,250 1,639,859
(b) TTETAZIEERBENESSE (b) Credit risk weighted amounts of derivatives:

2008 2007
ERAEL Exchange rate contracts 9,062 4,542
FRBHE 4 Interest rate swap contracts 5,068 505
14,130 5,047

HEEE R 2R A Z R i)
REBEEBRITEPIRT (BAOR) ZREN
F0%ZE50% °

T EHBI ARG REEFAL CHE -

The credit risk weighted amounts are computed in accordance
with the Banking (Capital) Rules of the Hong Kong Banking
Ordinance and the risk weights used range from 0% to 50%.

These amounts do not take into account the effects of bilateral
netting arrangements.
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22 BHERERMETE
(a) BAZFHEREEE T HELREL K

22 NOTES TO THE CASH FLOW STATEMENT
(a) Reconciliation of profit before taxation to cash flows

#* used in operating activities

2008 2007
—E ) Operating activities
BR A% AR F Profit before taxation 288,329 383,303
AEMOT Adjustments for:
—rE — Depreciation 17,059 14,426
—HEEVEEEEZ — Net losses/(gains) on disposal of

SRER,(UES) tangible fixed assets 325 (62)
— D EBEBIS 2 RE — Amortisation of premium of debt securities 696 8,688
— R BUA — Dividend income (713) (679)
—HNEE SRR (M) — Foreign exchange loss/(gain) 587 (84)
—EUREIBR R — Impairment losses and allowances charged/(released)

IR ([E15) on loans and advances 32,893 (5,150)
—ETEE RO EERE — Loans and advances written off net of recoveries 512 (4,041)
—HtIFREIAR — Other non-cash item (11,352) 8,035

328,337 404,436
JRAMBBRA=EATIA Lz Increase in placements with original maturity
FHCERIEE I over 3 months (40,798) -
B SEERE L (EMm) Decrease/(increase) in trade bills 33,577 (12,543)
BEASEEGEM),FHL (Increase)/decrease in trading assets (14,732) 9,189
BEEER K E M ARIEE N Increase in gross loans and advances to
customers and other accounts (1,728,436) (2,986,281)
RAERA=AZHA L2 Decrease/(increase) in amounts due from
FRESEER AR R the ultimate holding company and
HEWNBARZ fellow subsidiaries with
IR (3L h0) original maturity over three months 1,429,595 (1,967,906)
IRITRZE ~ PRIBITR Decrease in deposits and balances of banks, central
Hih & R 2 TE RO banks and other financial institutions (584) (2,296)
BEPAENR THRBEEFR (Decrease)/increase in current, fixed, savings and
CRi) /18 hn other deposits of customers (1,770,427) 1,003,321
BEERBEELEN O8) Increase/(decrease) in trading liabilities 14,145 (9,629)
HiBECRD), (Decrease)/increase in other liabilities (49,994) 84,549
SRR ARIRERBARZ (Decrease)/increase in amounts due to ultimate
FRCEA) /1 hn holding company and fellow subsidiaries (241,580) 1,056,153
BETEFACESFEE Net cash used in the operations (2,040,897) (2,421,007)
PRI SE F Macau Complementary Tax paid (43,357) (32,194)
BEITFMAE 2B EHE Cash flows used in operating activities (2,084,254) (2,453,201)
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22 HEeREBRHTT(E) 22 NOTES TO THE CASH FLOW STATEMENT (Continued)
(b)) BEELRZFHEEZEHZHH (b) Analysis of balances of cash and cash equivalents

2008 2007

B4 RIFHERITEZE « PR4IE{T  Cash and balances with banks, central banks and

KEAh & BB RRIR other financial institutions 682,404 722,679
R EARR A = 1B A AN E HA Placements with banks, central banks and
FRUERITRIZE - PRIRTT other financial institutions with original
R E fh & RS FR18E maturity within 3 months - 74133
FREEIER AR R Amounts due from ultimate holding company and
H B ARIRIEA fellow subsidiaries
—IRE MIFHERITRIZE « FR4ER7T - Cash and balances with banks, central banks and
KNE A& RSB FIR other financial institutions 29,285 36,536
— FRARHABR A =18 A LA EH — Placements with banks, central banks and
FRUERITRIZE ~ PRERTT other financial institutions with original
K EH M4 ghiig s maturity within 3 months 2,222,582 3,628,817
BEEIHBAzeRMEE Held-to-maturity financial assets
— BT ES — Treasury bills 1,319,863 2,106,815
4,254,134 6,568,980
23 ERBEEALRS 23 MATERIAL RELATED PARTY TRANSACTIONS
(a) FETEAEZHE (a) Key management personnel remuneration
FETHABZME - BIEMTerTHERE Remuneration for key management personnel, including
HRITEEFIA - WIOT - amounts paid to the Bank'’s directors as disclosed in note 6, is as
follows:
2008 2007
HHEBEF Short-term employee benefits 8,479 7,312
BBt Post-employment benefits 845 740
9,324 8,052
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23 ERBEEALRS (M) 23 MATERIAL RELATED PARTY TRANSACTIONS
(Continued)
(b)) BRBREZERAGRAMBLAZXE (b) Transactions with ultimate holding company and fellow
subsidiaries

REFEA - RITHEGEEERAR - FFK During the year, transactions with the Bank's ultimate holding
FRITREMBRARZRS - 9IE—KRIE company, Wing Hang Bank, Limited and fellow subsidiaries
BEBRAEGEET - FAZKRE - & were entered into by the Bank in the ordinary course of
EaEXRAN INFEEZEERAESRRT business and on normal commercial terms. The income and
BREERFFINT expense for the year, on- and off-balance sheet outstanding

at the balance sheet date and corresponding average balances
for the year are set out below:

(i) WARZH (i) Income and expense
2008 2007
FEMA Interest income 239,177 388,498
B Interest expenses (79,837) (56,174)
BARAESH Fees and commission expense (2,816) (1,274)
HAvlas Other income 1,512 1,614
“iEE M Operating expenses (19,797) (19,797)
(i) BEEABERAZES (i) On-balance sheet outstanding
BE Assets
HEREH T
Ending balance Average balance
2008 2007 2008 2007
e REMERITRIZ «  Cash and balances with banks,
RRIRIT R E A central banks and other
SREIETIE finandcial institutions 29,285 36,536 37,001 32,803
TFHIFHIETTAZ «  Placements with banks,
RRIRIT R E A central banks and other
SRIEIETIE financial institutions 4,955,280 7,715,316 6,023,259 8,146,390
BREERNEMIEE  Loans and advances to customers
and other accounts 130,845 206,639 182,708 211,897
BAZEHE Certificates of deposit held - - - 4352
5,115,410 7,958,491 6,242,968 8,395,442
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23 BEAFAEALRE (&)

(b) BAZERARAREWBARIZXE (H)

(Continued)

subsidiaries (Continued)

23 MATERIAL RELATED PARTY TRANSACTIONS

(b) Transactions with ultimate holding company and fellow

(i) EEEBERAZEE(E) (i) On-balance sheet outstanding (Continued)
B Liabilities
HHEAH TR
Ending balance Average balance
2008 2007 2008 2007
$R17TMRI%E « PRERTTN  Deposits and balances of banks,
HM S 233 central banks, and
other financial institutions 1,833,904 2,047,555 2,163,862 1,278,637
EPENR - FH - &  Curent, fixed, savings and
NEAMIFR other deposits of customers 300 300 300 300
HipEfE Other liabilities 1,214 29,143 33,879 21,363
1,835,418 2,076,998 2,198,041 1,300,300
(i) BEEBERIZE (iii) Off-balance sheet outstanding
HHEAH TR
Ending balance Average balance
2008 2007 2008 2007
=Yk Contract amounts
HEEESAER Direct credit substitutes 148,938 242,050 182,156 143,170
(iv) TTESRT AR (iv) Derivative financial instruments outstanding
HHEAH TR
Ending balance Average balance
2008 2007 2008 2007
EELHE Notional amounts
REERASH Forward exchange rate contracts 993,157 1,002,119 1,022,099 736,529
M RIBEA A Interest rate swap contracts 509,850 593,282 295,404 839,504
() BRBSEN (c) Loans to officers
2008 2007
W12 A31B 2 B4 Aggregate amount of relevant loans outstanding
at 31 December - 84
2 FEREEBH The maximum aggregate amount of relevant loans
outstanding during the year 84 178
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23 BERBEEATRSZ(E) 23
d) FR BERTALEETFEEAT IR
EEH TR BB R EFHEQ007F & ) -

M EREE

AITERIEBK - B RIREE - NERRITAH
W FERERR - ATABZHERREIERR
NEBRERRS AR - FHE - ERRIESR
PELER  mHERIEERR - ZEFRBRE
BHE  BFMRENKESTeE - WHEE
REEEMcZERINRERZRESEE RIFEY
- NEMZRE S ETE R MBI RE -
PARER 3% B IRR ) A2 Fr RE 1S AEAE

24 24

ARSI RATTE LA IAR R - RREERE
B ER - BERMEF  AREREEFEH -

FERE
EERBIRNZ 55 FREBITHAMRE
ARERNTHNER BEZ@E  BE 17
ETAREMER EFSCREALT
ZREBEXFENREZEGUNTEER
RBRERE o

(a)

EERREREBINEMER  BEERE
ERER 2 EARETREREENH R
BZER - ATHEERENETETE
EmER - EEHREERENER BX
DREGIRENBER - WRERFSE
B B MRS FORPIERIITRR T
V&R R SR I E B KBRS B OB BRI IR
o

EERBRERESIEHNATHERTF
fitt - WAERREER B S E WA Rt -
ERFMABREREERRERE  BER
%® FREEETRE BEXSERES  FE
B R BB
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MATERIAL RELATED PARTY TRANSACTIONS

(Continued)

(d) During the year, no allowance for impairment losses has been
made in respect of the above advances to related parties (2007:
Nil).

FINANCIAL RISK MANAGEMENT

The Bank has established policies, procedures and limits to manage
various types of risk that the Bank is exposed to. A risk management
process and effective management information systems are in place
to identify, measure, monitor and control liquidity risk, market
risk and credit risk. The risk management policies, procedures and
limits are approved by the Board of Directors and are monitored
by the relevant risk management committees, such as the
Credit Committee. Internal auditors perform regular audits and
independent checking to ensure compliance with the policies and
procedures.

This note presents information about the Bank’s exposure to each
of the above risks, the Bank’s objectives, policies and processes for
measuring and managing risks, and the Bank’s management of
capital.

(a) Credit risk
Credit risk arises from the possibility that the counterparty in
a transaction may default. It arises from the lending, trade
finance, treasury, derivatives and other activities undertaken
by the Bank. The Board of Directors has delegated the Bank’s
credit risk management to the Credit Committee, which is
chaired by the Bank’s General Manager.

The credit risk management function is independent of
the business units. It oversees the implementation of credit
policies and ensures the quality of credit evaluation and
approval. Credit approval is conducted in accordance with
the Bank’s credit policy, which defines the credit extension
criteria, the credit approval and monitoring processes, the loan
classification system and impairment policy. The credit policy
also takes into account the guidelines issued by the AMCM
and accounting standards issued by Macau SAR with respect
to large exposures and impairment requirements.

Formal guidelines to manage credit risk have been laid down
in the Bank’s Loaning Manual, which is regularly reviewed
and approved by the Credit Committee. The Loaning Manual
covers the delegated lending authorities, credit extension
criteria, credit monitoring process, loan classification system,
credit recovery and impairment policy.
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24 FINANCIAL RISK MANAGEMENT (Continued)
(a) Credit risk (Continued)

()

(ii)

(iii)

Corporate credit risk

The corporate lending is generally made to customers
with strong financial background. In addition to market
targeting, the principal means of managing credit risk
is the credit approval process. The Bank has policies
and procedures to evaluate the potential credit risk of a
particular counterparty or transaction and to approve the
transaction. For corporate clients, the Bank has a detailed
risk grading system that is applied to each counterparty
on a regular basis. The Bank also has limits for exposure
to individual industries and for borrowers and groups of
borrowers, regardless of whether the exposure is in the
form of loans or non-funded exposures. The Bank also
has a review process to ensure the proper level of review
and approval depending on the size of the facility and
risk grading of the credit.

The Bank undertakes ongoing credit analysis and
monitoring at several levels. Policies are designed to
promote early detection of counterparty, industry or
product exposures that require special monitoring. The
Credit Committee monitors overall portfolio risk as well as
individual problem loans and potential problem loans on
a regular basis.

Retail credit risk

The Bank'’s retail credit policy and approval process
are designed for the fact that there are high volumes
of relatively homogeneous, small value transactions
in each retail loan category. Because of the nature of
retail banking, the credit policies are based primarily
on statistical analyses of risks with respect to different
products and types of customers. The Bank monitors
its own and industry experience to determine and
periodically revise product terms and desired customer
profiles.

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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24 BiBRMBEE(E) 24 FINANCIAL RISK MANAGEMENT (Continued)
(a) FEEE(E) (a) Credit risk (Continued)
(iv) EERRNES (iv) Concentrations of credit risk
EERBONEFRR—ERSGHFZ Concentration of credit risk exists when changes in
e - WERTERZRNTLE - M geographic, economic or industry factors similarly
ZEEBNERBEERREAITTNE affect groups of counterparties whose aggregate credit
BREREEEE - KRERRKER exposure is material in relation to the Bank's total
NRIRMEB AR 2 FIBAN - AT AR exposures. The Bank does not have significant exposure
HEMEA  EREFPIXZEFRE to any individual or group of customers or counterparties
EERER except amount due to the ultimate holding company

and fellow subsidiaries.

(1) REERE (1) Maximum exposure
ENE AN ER RS EME The maximum exposure to credit risk at the balance
RIEAMIBERT  #£EANSS sheet date without taking into consideration of
=ERE - REEEABRANZ any collateral held or other credit enhancements
BHELREELSHBRREERRE is represented by the carrying amount of each
BIBRTE(E o FZIE &= AR financial assets in the balance sheet after deducting
N any impairment allowance. A summary of the

maximum exposure is as follows:

2008 2007
TR TRIE - JiRTT Balances with banks, central banks
FEMSE#EZIE  and other financial institutions 464,523 420,133
TFHIFERITRIZE - Placements with banks, central banks and
R ERTT R E A other financial institutions 40,798 74,133
TR RIE
B HEE Trade bills 27,207 60,784
BEERgEE Trading assets 22,846 6,336
TEERREMEEE  Loans and advances to customers and
other accounts 11,530,349 9,835,319
FREEIERR AR K& Amounts due from ultimate holding company
HHTBARFIA and fellow subsidiaries 5,115,410 7,958,491
BAEZEDHB RAf  Held-to-maturity and available-for-sale
HECEBES debt securities 1,444,311 2,297,035
B RSER R E A E{=A  Financial guarantees and other credit related
B SRETR contingent liabilities 844,398 1,108,999
EFEAEREMEEZA  Loan commitments and other credit related
Bz EE commitments 2,564,861 2,402,922
22,054,703 24,164,152
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MHEREE ()
(a) FEEREE)
(iv) FERRNES(GE)
2) EBHZIZEEE
EPEFNEEEROMAOT :

24 24

FINANCIAL RISK MANAGEMENT (Continued)
(a) Credit risk (Continued)
(iv) Concentrations of credit risk (Continued)
(2)  Credit quality of loans and advances to customers
The credit quality of advances to customers can be
analysed as follows:

2008 2007

BEEERME Gross advances to customers
— #@Hﬁm#ﬁz@ - neither past due nor impaired 11,105,757 9,317,711
—BHABIERE — past due but not impaired 123,750 134,159
—RE — impaired 71,848 36,683
11,301,355 9,488,553

Hreh Of which:

HEERERE Gross advances to customers
—— B — Grade 1: Pass 11,212,930 9,412,022
— T4 ERIEEER — Grade 2: Special mention 16,577 39,848
11,229,507 9,451,870
RITIRRR E%iﬁ/’ﬁf/ﬁ%% frﬁﬁ% The Bank classifies the loans and advances in

=

BHBEIEREN TP EFRRERD

accordance with the loan classification system
adopted by the Hong Kong Monetary Authority
("HKMA").

The ageing analysis of advances to customers that

BN are past due but not impaired is as follows:
2008 2007
BEMESERE 2 Gross advances to customers that are
BRPEERES past due but not impaired
—BH3EASAT — past due 3 months or less 123,731 132,329
—6fEAAZIAT
B3REAMNE — 6 months or less but over 3 months 19 623
—1FHAT
1B6fE A LA E — 1 year or less but over 6 months - 1,207
123,750 134,159

2008512 A318 @ AT &
HIEEIE T ERERBASOR
EHNEFEER(20074F : JRFIHE
1,725,0007T) °

As 31 December 2008, there were no advances
to customers that would be past due or impaired
had the terms not been renegotiated (2007:
MOP1,725,000).
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24

MBEREE (&)
(a) FEEREGE)
(iv) FERRNES(GE)

24 FINANCIAL RISK MANAGEMENT (Continued)
(a) Credit risk (Continued)
(iv) Concentrations of credit risk (Continued)

(3) BEFEXUIEHBEENEE (3) Credit quality of financial assets other than
=3 advances to customers
MEXSEERBERTARAE Credit risk of treasury transactions is managed in
ThEEERBERF A5 the same way as the Bank manages its corporate
HZHHFEmERTR - WH lending risk and risk gradings are applied to the
BRI R ZEFRERER - BRIBFXR counterparties with individual counterparty limits
TEEBR - RIEREZE®Z set. It is the Bank’s credit policy not to invest
- BAIRITTIEREERMNMELE debt securities that are below the grading of BBB
LR ST AR AR 7% AT IE AIBBBAR 3k by Standard & Poor’s Ratings Services or their
ZRIBAZEBES equivalents unless it is approved by the Credit

Committee.

REER - IRBERTAMER At the balance sheet date, the credit quality
BT RS EEREER of investment in debt securities analysed by
AEMAM 2 EBEFEELEE designation of external credit assessment
N institution, Standard & Poor’s Ratings Services or

their equivalents, is as follows:
2008 2007
AAA AAA 8,171 112,477
AA—ZEAA+ AA-to AA+ 1,345,728 2,184,558
A—ZEA+ A-to A+ 90,412 -
1,444,311 2,297,035

(4) AFam RIS HIE (@)  Collateral and other credit enhancements

AIRFEFPERMBAENER
1B At EEZMER  Relr
RAMBERELANERR -

sUBHEIEREN SRE E MR
AR R EMEREANA

The Bank holds collateral against advances to
customers in the form of mortgages over property,
other registered securities over assets, cash deposits
and guarantees.

An estimate of the fair value of collateral and other
credit enhancements held against past due but not

FEERBT - impaired financial assets is as follows:
2008 2007
FBHERIEREZ Fair value of collateral and other credit
EREEMSE enhancements held against financial assets
ZIEFREEMEA  that are past due but not impaired 246,856 382,432
R Z AFEE

S BEERGEENIE NS EE
B AR 10 147 BT -
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Analysis of credit risk concentration by the economic
sector of the respective financial assets is disclosed in notes
10 to 14.
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24 FINANCIAL RISK MANAGEMENT (Continued)
(b) Liquidity risk

Liquidity risk is the risk of the Bank’s inability to fund an
increase in assets or meet its obligations as they fall due. The
Bank has established formal liquidity management policies for
ensuring adequate liquidity is maintained at all times.

Liquidity is managed day-to-day by the treasury under the
direction of the Asset and Liability Management Committee
("ALMCO"). ALMCO, which comprises of personnel from
senior management, treasury function, risk management,
financial management and other business areas that could
affect liquidity risk, is responsible for overseeing the liquidity
risk management, in particular implementing appropriate
liquidity policies and procedures, identifying, measuring
and monitoring liquidity risk, and control over the liquidity
risk management process. The Board of Directors approves
the liquidity risk strategy and policies, maintains continued
awareness of the overall liquidity risk profile, and ensures
liquidity risk is adequately managed and controlled by senior
management within the established risk management
framework.

To cater for short term funding requirements, liquid assets
are held. In addition, standby facilities are maintained in order
to meet any unexpected and material cash outflow in the
ordinary course of business. The Bank also performs regular
stress tests on its liquidity position to ensure adequate liquidity is
maintained at all times. The following tables set out the detail
of the analysis of the Bank’s material assets and liabilities into
relevant maturity groupings based on the remaining periods at
balance sheet date to the contractual maturity date.
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62 kEFHT

E\jiﬁzﬂmmig(nﬁ)
(b)) HEELEE

() BERABEREA

24 FINANCIAL RISK MANAGEMENT (Continued)
(b) Liquidity risk
Maturity profile of the assets and liabilities based on

rEHES

OEEI (i)

LE 2 SRR 80 H B DT R

the remaining period at the balance sheet date to the
contractual maturity date

2008
1A 3f@A
MWEE  MEE 15ME
3EAR £/ B5ER
Over Over Over
EMEET 1ERA  Tmonth  3months Tyear SEME
Repayable  Within  butwithin - butwithin - but within Over  #E:1HR 4a5E
ondemand  Tmonth 3 months Tyear  Syeas  Syears  Undated Total
EE Assets
BeRENFIRE Cash and balances with banks, central banks
R R RS BESE and other financial institutions 682,404 - - - - - - 682404
TEEHRTRE  DRBITR  Placements with banks, central banks and
A eRETE other financial institutions - - - 40798 - - - 40,79
B2k Trade bills 3678 10077 13452 - - - - 2207
BERREE Trading assets - - - - - - 2846 22846
REETREMIER Loans and advances to customers 429,726 702,627 468,744 1,983,532 4,255,066 3,420,302 - 11,259,997
FRERIERATRE Amounts due from ultimate holding company
WEAFHNE and fellow subsidiaries 29,285 1,228,782 1,757,641 2,090,921 8,781 - - 5115410
FEEHEA KA Held-to-maturity and available-for-sale
HESREE finandial assets - 407,824 794024 158031 84,432 - 45272 1,489,583
EthAE Other assets 24807 24,755 186 346 258 - 291236 561,588
BEE Total assets 1,389,900 2,374,065 3,034,047 4,273,628 4,348,537 3,420,302 359,354 19,199,833
8f Liabilities
BORE - RRETR Deposits and balances of banks, central banks
EfeRBELER and other financial institutions 309 - - - - - - 309
RPAR T8 BE Current, fixed, savings and other deposits
REMTER of customers 6,779935 5776429 2115338 725647 249,240 411 - 15,647,000
BoEE Trading liabilities - - - - - - 2546 25446
FE AR A R RN Amounts due to ultimate holding company and
RAZER fellow subsidiaries 1364 66,987 294,028 1,473,039 - - - 1835418
HtBfE Other liabilities 211620 12804 5298 52861 14,773 - 13 297,369
e S odlebites 69928 58220 4664 2251541 264013 411 25459 1780550
F(8E)BEEE Net (liability)/asset gap (5,603,328)(3,482,155) 619,383 2,022,081 4,084,524 3,419,891 333,895 1,394,291
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(b) TEELEE(E)

24 FINANCIAL RISK MANAGEMENT (Continued)
(b) Liquidity risk (Continued)

() BEKABERBEAEREANIIHAA (i)  Maturity profile of the assets and liabilities based on
1 ) 15 68 HABR 2 9 19 HAIR 9 i % the remaining period at the balance sheet date to the
(&) contractual maturity date (Continued)
2007
18R 3R
MWEE  MEE 15ME
3EAR £/ B5ER
Over Over Over
EMEET 1ERA  Tmonth  3months Tyear SEME
Repayable  Within  butwithin butwithin - but within Over 18R poke)
ondemand  Tmonth 3 months Tyear  Syeas  Syears  Undated Total
EE Assets
BLREHETRE - hRiB/7R  Cash and balances with banks, central banks
Hih S RigEnE and other financial institutions 722,679 - - - - - - 722679
TEEHRTRE  DRBITR  Placements with banks, central banks and
E SRR other financial institutions - - 7413 - - - - 7413
B2k Trade bills 6277 26805 27,702 - - - - 60,784
BERBRBE Trading assets - - - - - - 6,336 6,336
REETREMIER Loans and advances to customers 401335 507,934 472818 1,080,262 4,093,292 2,924,959 - 9,480,600
FEEERAGRE Amounts due from ultimate holding company
WEAFHNE and fellow subsidiaries 36,535 3,215,179 1,449,650 3,248 346 - 8,781 - 7,958,491
FEEHEA KA Held-to-maturity and available-for-sale
HESRAE financial assets - 1005458 831823 219534 50463 139757 6417 2303452
EthAE Other assets 158838 74514 2286 43,759 258 - 304369 604,604
BEE Total assets 1,325,664 4,829,890 2928992 4591901 4144013 3,073,497 317,122 21,211,079
8f Liabilities
SITRE  mRFITREM Deposits and balances of banks, central banks
SRME L ER and other financial institutions 739 154 - - - - - 803
REAR  F8 - HER Current, fixed, savings and other deposits
HtoFs of customers 6,255,330 7,911,563 2,164,768 799,571 285,586 609 - 1747427
2525 Trading liabilities - - - - - - 7864 7864
ERSRERARRE Amounts due to ultimate holding company
WEARZER and fellow subsidiaries 2900 486485 1723 1585890 - - - 2,076,998
HtBfE Other liabilities 250266 23628 10586 62250 6850 - 118 353698
wEE Tdlites 6509235 B0 370N 247N 0% 69 7982 19856880
(&) EEEE Nt (liability)/asset gap (5,183571)(3,591,940) 751915 2,144,190 3,851,577 3,072,888 309,140 1,354,199
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(ii)
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24 FINANCIAL RISK MANAGEMENT (Continued)

(b) Liquidity risk (Continued)
(i) Undiscounted cash flows by contractual maturities

The cash flows payable by the Bank for the financial
liabilities including interest payable that will be settled
by remaining contractual maturities at the balance sheet
date are presented in the following table. The amounts
disclosed are based on the contractual undiscounted
cash flows. Interest payable in respect of term financial
liabilities is reported based on contractual interest
payment date.

2008
18R 3f@A
MEE MER  1ENE
@AM 16R  B5ER
Over Over Over
fEEZ  1EAR  Tmonth  3months Tyear  SERE
Repayable Within -~ but within ~ but within bt within Over k]
ondemand  1month 3 months 1 year 5 years 5 years Total
ROTRE - pRIFITR Deposits and balances of banks,
HtheagE s TR central banks and
other financial institutions 309 - - - - - 309
REER T8 HER  Curent, fired, savings and
At other deposits of customers 6,779,935 5780193 21120589 733815 274,709 411 15,689,652
2525 Trading liabilities - 160 4 1,623 2,180 - 4,405
ERFAERARRE Amounts due to ultimate holding
WBARZER company and fellow subsidiaries 1364 67,003 294112 1495638 14577 - 1872784
EmeE Other liabilities 211,620 - - 50,859 - - 262479
6993228 5847446 2415143 2,281,935 291,466 411 17,829,629
AR ETAE Unrecognised loan commitments 1,109,562 44686 131491 1,009519 269,603 - 2,564,861
2007
1A 3f@A
MEE MEE  1ENE
@AM 151 B/
Over Over Over
fEEZ  1EAR  Tmonth  3months Tyear  SELLE
Repayable Within -~ but within ~ butwithin ~ but within Over ki)
ondemand  1month 3 months 1 year 5 years 5 years Total
ROIRE - pRIFITR Deposits and balances of banks,
HEit SRl 7R central hanks and
other financial institutions 739 154 - - - - 893
EEAK E8 HER  Curent, fixed, savings and
HthFH other deposits of customers 6,255,330 7,944,400 2,188,052 821,765 325714 609 17,535,870
EUES Trading liabilities - 936 1,137 4,203 7,260 - 1353
ERSRERATRE Amounts due to ultimate holding
WEARZER company and fellow subsidiaries 2900 486,585 1723 1,630,120 - 2,121328
AthatE Other liabilties 250,266 - - 54945 - - 30521
6,509,235 8432,075 2,190912 2,511,033 332974 609 19,976,838
AR ETEE Unrecognised loan commitments 636,688 91170 43533 703061 783504 144966 2,402,922
c “EEN\EFER



24

ﬂji’tﬂlﬁmﬂ(nﬁ) 24 FINANCIAL RISK MANAGEMENT (Continued)

(0

Bl R (c) Interest rate risk

ZV?E’J?TUT’HIKA?J? BV ELREEREE The Bank's interest rate positions arise from treasury and
o MEERFERATREE  BEBEEK commercial banking activities. Interest rate risk primarily results
EEBATEE E’]%%ﬁﬁﬁl RSB ER from the timing differences in the repricing of interest-bearing
BEHE AR EERRESMNIRER X assets, liabilities and commitments. It also relates to positions
ETFELEFRMAR - RNTZHFERERH from non-interest bearing liabilities including shareholders’
WHERREE THIBELKESSMHZ funds and current accounts, as well as from certain fixed
BOBRER - ATTIMER N Ris i R Kb 074 rate loans and liabilities. Interest rate risk is managed by the
TEERNXRR Financial Management Division within limits approved by
the Board. The Bank also uses interest rate swaps and other

derivatives to manage interest rate risk.
AITHABN AT E T EERE &Kﬁ%llﬁ The Bank uses the Price Value of a Basis Point (“PVBP")
A EER - B EEE ARG measurement to monitor and limit its interest rate risk
—EHNENEEAEHE V‘EIEJZIE exposure. PVBP is a technique involving the calculation of the
HERESEHEM o LA FRER change in present value of a financial instrument or a portfolio
HEHE — BN RS AERIBRNT of instruments due to a change of one basis point in interest
2. rates. It also provides a quick tool to evaluate the impact on
profit and loss due to a basis point movement in interest rates.
REER - ATRT AN g RN R LR As at the balance sheet date, the impact of a 100 basis point
100EHEHMEFNT - RIBEFEE K change in interest rates would change the Bank'’s profit
HEELRITARMNTIERENNTE - before tax as follows. The effect on interest-bearing financial
instruments and interest rate swaps has been included in this

calculation.

AITBREE AT A
20,/ CR)
Increase/
(decrease)
in Bank’s profit
before tax
2008 2007
FFH100E2, Increase of 100 basis points 10,305 5,262
TF&100E2, Decrease of 100 basis points (10,305) (5,262)
EEMANEERFEREESAE B Structural interest rate risk arises primarily from the
Hx%ﬁiﬂlﬁXﬁ%ff‘&%:FEEC“/TAWE deployment of non-interest bearing liabilities, including
B ABUFERRBRBEERREERLZS shareholders’ funds and current accounts, as well as from
GEE o certain fixed rate loans and liabilities. Structural interest rate

risk is monitored by ALMCO.
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24 FINANCIAL RISK MANAGEMENT (Continued)

TRETRGEEREERAENEHNTR

FIEBITH -

(c) Interest rate risk (Continued)
The following tables indicate the expected next repricing date
for the assets and liabilities at the balance sheet date.

2008
3EAMUE 19U E
ERES B5FR
Over Over 35\
3fAR 3 months 1 year 5% F Non-
Within -~ butwithin ~ but within Over interest B3
3 months 1 year 5 years 5 years bearing Total
BE Assets
e REFEHRITRE Cash and balances with banks,
R IRIT R EA central banks and
SREETUE other financial institutions 451,924 - - - 230,480 682,404
THEHEETRE Placements with banks,
FRIBITREA central banks and
TRIMIETE other finandial institutions - 40,798 - - - 40,798
EVESH Trade bills 27,207 - - - - 27,207
BERREE Trading assets - - - - 22,846 22,846
RPEF R EMER Loans and advances to
customers and
other accounts 10,591,060 437,198 147,299 53,951 300,841 11,530,349
FRREER AT RE Amounts due from ultimate
B ARZE holding company and
fellow subsidiaries 3,084,854 1,984,754 - - 45802 5,115,410
FEZEEE RAyH Held-to-maturity and
HEZSREAE available-for-sale
financial assets 1,233,967 158,031 52,313 - 45272 1,489,583
EtEE Others - - - - 291236 291,236
WEE Total assets 15,389,012 2,620,781 199,612 53,951 936,477 19,199,833
=1 Liabilities

RITRR - PRFTR
Hity SRR

Deposits and balances of banks,
central banks and

other financial institutions - - - - 309 309
BEAER T8 HE  Current, fixed, savings
REMFR and other deposits
of customers 13,982,995 725,646 166,841 a1 771,107 15,647,000
EEARAE Trading liabilities - - - - 25,446 25,446
e AT A R R B Amounts due to ultimate
MBAR R holding company and
fellow subsidiaries 359,940 1,472,900 - - 2,578 1,835,418
HEitafE Others - - - - 297369 297,369
waE Total liabilities 14,342,935 2,198,546 166,841 a1 1,096,809 17,805,542
PTETA(FITERA) Derivatives (in the banking book)
&/ (R)RFE net long/(short) position
(Bz8H) (notional amount) - - - - - -
AEGREZE Interest rate sensitivity gap 1,046,077 422,235 32,171 53540  (160,332) 1,394,291
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B EMREE(E) 24 FINANCIAL RISK MANAGEMENT (Continued)

() FIEmEpE(E) (c) Interest rate risk (Continued)
TRETRGEEREERAENERTR The following tables indicate the expected next repricing
FEERTH - () date for the assets and liabilities at the balance sheet date.

(Continued)
2007
3EAMUE 1A+
ERES B5FR
Over Over =
3fAR 3 months 1 year SEUE Non-
Within -~ butwithin  but within Over interest B3
3 months 1 year 5 years 5 years bearing Total
BE Assets
Be REHERTRE - Cash and balances with banks,
PRI RA MR central banks and
T O other financial institutions 407,084 - - - 315,595 722,679
THEHEETRE Placements with banks,
FRIBITREA central banks and
SRIETIE other financial institutions 74,133 - - - - 74,133
BoER Trade bills 60,784 - - - - 60,784
BEERAREE Trading assets - - - 6,336 6,336
RPEF N EMERE Loans and advances to
customers and
other accounts 9,211,548 70,263 149,116 57,626 346,766 9,835,319
FHEsEER AR R E Amounts due from ultimate
fBARFE holding company and
fellow subsidiaries 4,733,091 3,101,860 - - 123,540 7,958,491
FEZHEARAH Held-to-maturity and
HEZSREAE available-for-sale
financial assets 1,911,382 332,012 26,361 33,697 - 2303452
HinEE Others - - - - 249885 249,885
BEE Total assets 16,398,022 3,504,135 175,477 91,323 1,042,122 21,211,079
=1 Liabilities
SRITRIE - PRIBITR Deposits and balances of banks,
Hih e BlE TR central banks and
other financial institutions 155 - - - 738 893
REAR T8 f#E  Curent, fixed, savings and
REMFR other deposits
of customers 15,766,398 727,471 172,286 609 750,663 17,417,427
EERRAE Trading liabilities - - - - 7,864 7,864
ERSREER AR RE Amounts due to ultimate
MBARZ TR holding company and
fellow subsidiaries 479,356 1,565,600 - - 32,042 2,076,998
Hitgf Others - - - - 353,698 353,698
mak Total liabilities 16,245,909 2,293,071 172,286 609 1,145,005 19,856,380
TETAGRTHRR) Derivatives (in the banking book)
&/ (R)RFE net long/(short) position
€%:3 ) (notional amount) (118,450) 72,100 72,100 (25,750) - -
FEGRBEZE Interest rate sensitivity gap 33663 1,283,164 75,291 64964  (102,883) 1,354,199
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24 FINANCIAL RISK MANAGEMENT (Continued)

(c) Interest rate risk (Continued)
The following table indicates the effective interest rates for the

year:

Placement with banks, central banks and other
financial institutions

Trade bills and loans and advances to customers

Financial assets

Deposits and balances of banks, central banks and

other financial institutions
Deposits from customers

(d) Currency risk

AITHSMNER IR BIMNEE B - BEIRTT
EBREBIINERR - REINERERE
MM EBRBEERTSENREEE -

HRATARNEERABERIAEPTE -
BENRETHEE  Ma=-EE%EN
HEEEITRA/NTHFEEREE AR -
AT AREER 2 Bk

2008

3.36%
3.93%
3.92%

3.32%
1.60%

2007

4.50%
6.08%
5.67%

4.32%
3.19%

The Bank’s foreign exchange positions arise from foreign
exchange dealing, commercial banking operations and
structural foreign currency exposures. All foreign exchange
positions are managed by the Treasury Department within
limits approved by the Board of Directors.

The directors do not consider the Bank to have significant
foreign currency risk as the majority of the Bank’s assets and
liabilities are denominated in Macau patacas, Hong Kong
dollars and United States dollars, which are pegged to each
other. The exposure at the balance sheet date was as follows:

2008
SRPTEE B E Hit &t
MOP HKD usb Others Total
WEE Total assets 19.6% 66.8% 7.3% 6.3% 100%
BEE Total liabilities 26.3% 60.3% 7.2% 6.2% 100%
et ) Net position (6.7)% 6.5% 0.1% 0.1% -
2007
SRPTEE B E Hit &t
MOP HKD usb Others Total
BEE Total assets 19.8% 66.8% 8.3% 5.1% 100%
EEE Total liabilities 25.0% 61.4% 8.4% 52% 100%
e Net position (5.2)% 5.4% 0.1)% 0.1% -
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25

B Rk EE (1E)

(e) BEXEE
RITOBRRERBFEEER - REFAR
TEBEE  WEEIEATHEARTEL
RENR o RTEAEERHNEERE BT
FERMLERNERRBBCERYR
BRIER AR EEZERBNRTIN  EBRE
IITEE SRS - IEMEBEFT T HER
KFERENERMBREEBARNEGEE
RESBREMNAN - #EABRETRE
- WhEMMBREA TR -

RITHENRTE B AT M E IR L B A48 - LA
HERSTER RIBARLL R A B R E R R
O] ¥R 2R 1R 42 & ARNAR R PR VB S AR IR
ME R EIUSFE - WRELEEBEREE
MAREARGEHE - ENFER - THEME
BERBAFREERZRKEHE - RlE
ERENHE DBRKERGERFANEES
ERROIMATE -

IITIR G T EPIFTAZ R K D B A
Ko RAINMBHABRPREESEREE
EERMEMmMEEMNEAREK - REIZ2008
F£2007F12A31BIERFEE - AT 8
STYIINRATEMERER - MR
CERRBELERNREMRTELLE -

DFEE

RPEEGTRREE BT AN RN S
ERRE—HERBEL - Bl —RETE -
EETSRE  MHERELAEQXNFEERER
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FREFEEMOTETLAR - HRR—EFAEBN -
Fi5 > ANYEEETISRE - WETANR
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REERE BHIEREE - AARAMER
BREeRTALER  SRTATHREEN

ECtE

24 FINANCIAL RISK MANAGEMENT (Continued)
(e) Capital management

The Bank’s policy is to maintain a strong capital base to
support the development of the Bank’s business and to meet
the statutory capital adequacy ratio. In addition to meeting the
AMCM requirements and the HKMA requirements on group
basis for its ultimate holding company, the Bank’s primary
objectives when managing capital are to safeguard the Bank'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 Bank actively and regularly reviews and manages its
capital structure to maintain a balance between the higher
shareholder returns that might otherwise be possible with
greater gearing 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 amount of minimum capital requirements held for credit,
market and operational risks is calculated in accordance with
the Basel Il requirements under AMCM and HKMA regulation.

Capital is allocated to the various activities of the Bank
depending on the risk taken by each business division. The
Bank is subject to the capital requirements of the AMCM and
the HKMA for their regulatory supervision purposes. The Bank
has complied with all externally imposed capital requirements
throughout the year ended 31 December 2008 and 2007 and
are well above the minimum required ratio set by the AMCM
and HKMA.

25 FAIR VALUES

Fair value estimates are generally subjective in nature, and are
made as of a specific point in time based on the characteristics of
the financial instruments and relevant market information. Where
available, the most suitable measure for fair value is the quoted
market price. In the absence of organised secondary markets for
most financial instruments, and in particular for loans, deposits
and unlisted derivatives, direct market prices are not available.
The fair value of such instruments was therefore calculated on
the basis of well-established valuation techniques using current
market parameters. In particular, the fair value is a theoretical value
applicable at a given reporting date, and hence can only be used as
an indicator of the value realisable at a future date.
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FAIR VALUES (Continued)

All valuation models are validated before they are used as a basis
for financial reporting, by qualified personnel independent of
the area that created the model. Wherever possible, the Bank
compares valuations derived from models with quoted prices of
similar financial instruments, and with actual values when realised,
in order to further validate and calibrate the models. These
techniques involve uncertainties and are significantly affected by the
assumptions used and judgments made regarding risk characteristics
of various financial instruments, discount rates, estimates of future
cash flows, future expected loss experiences and other factors.
Changes in assumptions could significantly affect these estimates
and the resulting fair values. Derived fair value estimates cannot
necessarily be substantiated by comparison to independent markets
and, in many cases, could not be realised in an immediate sale of
the instruments.

All financial instruments are stated at fair value or carried at
amounts not materially different from their fair values as at 31
December 2008 and 2007.

IMMEDIATE PARENT AND ULTIMATE CONTROLLING
PARTY

At 31 December 2008, the directors consider the immediate parent
and ultimate controlling party of the Bank to be Wing Hang Bank,
Limited, which is incorporated and listed in Hong Kong. This entity
produces financial statements available for public use.
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ROIZETHMBHREEERBEBMFINITHRES
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Z2008F 12 A3TBIEME BN EEEREEE
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The Bank’s statutory financial statements were prepared in accordance
with Macau Financial Reporting Standards (“MFRS”) as set out
in Administrative Regulation no. 25/2005 of the Macau Special
Administrative Region. MFRS were constituted by the direct adoption of
certain International Financial Reporting Standards (“IFRS") effective at
the time of enactment of the Administrative Regulation. The Bank also
prepares a separate set of audited financial statements in accordance
with IFRS. The directors consider that there is no significant difference
between the adoption of MFRS or IFRS on the Bank'’s financial position,
operating results and disclosures for the year ended 31 December 2008.
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S 4T—E List of Branches

B MACAU

F K HERK2415% Headquarter 241 Avenida de Almeida Ribeiro

AWED T fArE B (FAT35%D Ho Lan Un Branch 3D Avenida do Conselheiro Ferreira de
Almeida

AHETDT & =585 Hong Kai Si Branch 85 Avenida Horta e Costa

DT EFEHIE19-2198 San Kiu Branch 19-21 Estrada de Adolfo Loureiro

BNEBIT Bi5/88 HIR325RC-F Hak Sa Van Branch 32C-F Estrada de Marginal do Hipodromo

AlnfT BRI K IR BT UE3385% Toi San Branch 338 Avenida de A.T. Barbosa

S BEH T S SH29RAM T Kou Tei Vu Kai Branch 29A Rua Pedro Coutinho R/C

WHEST WIESE N\EHEFEER 1959 lao Hon Branch 195 Rua Oito do Bairro lao Hon

STRHE ST SRFT75-79% Ho Pin San Kai Branch 75-79 Rua Almirante Sergio

FORDIT FOEREEES286% M T San Hau On Branch 286 Almeida Dr. Carlos D’ Assumpcao R/C

ERBEEDT REEABRE2BEE2EAH StarWorld Hotel Branch Shop A, Level 2, StarWorld Hotel,
Avenida de Amizade

WFREE DT IRATHERR P A7356-3665% Flower City Branch 356-366 R/C, Rua de Evora, Edif. Lei Fung,

TERFNERE
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