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As of balance sheet date, the nominal value of available-for-sale financial assets which have been pledged for 

debt securities sold under repurchase agreements was RMB450,000,000.00 (note 24).

17.	 HELD-TO-MATURITY INVESTMENTS

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Securities

- Government bonds	 -	 213,522,056.88

- PBOC Bills	 -	 49,679,305.45

Less: impairment	 -	 -

Total	 -	 263,201,362.33

18.	 FIXED ASSETS

		  Transportation	 Office	 Fixed assets	

	 Buildings	 vehicles	 equipment	 improvement	 Total

	 RMB	 RMB	 RMB	 RMB	 RMB 

	 equivalent	 equivalent	 equivalent	 equivalent	 equivalent

Original Cost

Opening (Restated)	 101,016,266.33	 4,811,983.48	 42,330,218.11	 3,735,000.00	 151,893,467.92

Addition	 27,946,160.00	 1,485,357.00	 4,934,692.00	 -	 34,366,209.00

Disposals	 -	 1,233,906.48	 3,002,034.05	 -	 4,235,940.53

Closing	 128,962,426.33	 5,063,434.00	 44,262,876.06	 3,735,000.00	 182,023,736.39

Accumulated depreciation

Opening (Restated)	 15,099,910.87	 2,649,242.42	 21,571,352.34	 937,083.34	 40,257,588.97

Charged in the year	 2,639,659.35	 739,781.31	 5,368,279.69	 747,000.00	 9,494,720.35

Eliminated or disposal	 -	 1,110,515.83	 2,624,619.49	 -	 3,735,135.32

2008/12/31	 17,739,570.22	 2,278,507.90	 24,315,012.54	 1,684,083.34	 46,017,174.00

Net book value

Closing	 111,222,856.11	 2,784,926.10	 19,947,863.52	 2,050,916.66	 136,006,562.39

Opening (Restated)	 85,916,355.46	 2,162,741.06	 20,758,865.77	 2,797,916.66	 111,635,878.95

19.	 INTANGIBLE ASSETS

	 Software

	 RMB

	 equivalent

Original value

  Opening (Restated)		  6,506,724.60

  Additions		  2,140,757.00

  Exchange differences		  (54,520.00)

  Closing		  8,592,961.60

Accumulated amortisation		

  Opening (Restated)		  1,394,394.61

  Charge in the year		  1,484,145.41

  Exchange differences		  (23,609.56)

  Closing		  2,854,930.46

Net book value		

  Closing		  5,738,031.14

  Opening (Restated)		  5,112,329.99

20.	 DEFERRED TAX ASSETS AND LIABILITIES

(1)Deferred tax assets and liabilities are disclosed in gross as follows:

	 Deductible temporary differences	 Deferred tax assets	

	 2008/12/31	 2007/12/31	 2008/12/31	 2007/12/31

	 RMB Equivalent	 RMB Equivalent	 RMB Equivalent	 RMB Equivalent

	 (Restated)		  (Restated)

Loan loss provisions	 60,611,061.59	 44,735,726.03	 15,152,765.40	 11,183,931.51

Change in fair value of 

derivative financial assets	 -	 23,059,062.66	 -	 5,764,765.67

Change in fair value of 

available-for-sale financial assets	 -	 2,465,732.27	 -	 616,433.07

Accrued employee bonus	 30,000,000.00	 -	 7,500,000.00	 -

Others	 -	 1,315,202.70	 -	 328,800.68

Total	 90,611,061.59	 71,575,723.66	 22,652,765.40	 17,893,930.93

	 Taxable temporary difference	 Deferred tax liabilities	

	 2008/12/31	 2007/12/31	 2008/12/31	 2007/12/31

	 RMB Equivalent	 RMB Equivalent	 RMB Equivalent	 RMB Equivalent

	 (Restated)		  (Restated)

Change in fair value of 

derivative financial assets	 35,914,254.39	 335,264.38	 8,978,563.60	 83,816.10
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Change in fair value of available-for-sale 

financial assets	 15,446,256.40	 -	 3,861,564.10	 -

Others	 -	 2,776,463.75	 -	 694,115.94

Total	 51,360,510.79	 3,111,728.13	 12,840,127.70	 777,932.04

(2)	Deferred tax assets and liabilities are diclosed in net as follows:

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Deferred tax assets	 22,652,765.40	 17,893,930.93

Deferred tax liabilities	 (12,840,127.70)	 (777,932.04)

Net total	 9,812,637.70	 17,115,998.89

(3)According to the expectation regarding future operations, The Bank believes that sufficient taxable income 

will be obtained in the future periods to deduct deductible temporary difference, and thus recognize the relevant 

deferred income tax asset.

 

21.	 OTHER ASSETS

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Other receivables	 (1)	 24,714,566.70	 13,363,239.29

Long-term prepayments	 (2)	 24,964,273.87	 14,163,776.91

		  49,678,840.57	 27,527,016.20

(1)Other receivables

	 2008/12/31	 2007/12/31(Restated)

			   Allowance for				    Allowance for
	 Amount	 Proportion(%)	 bad debt	  Booking value	 Amount	 Proportion(%)	 bad debt	 Booking value
	 RMB equivalent		  RMB equivalent	 RMB equivalent	 RMB equivalent		  RMB equivalent	 RMB equivalent
Within 1 year	 23,565,757.52	 95.35	 -	 23,565,757.52	 12,475,045.71	 93.35	 -	 12,475,045.71

1~2 years	 265,607.00	 1.08	 -	 265,607.00	 541,588.73	 4.05	 -	 541,588.73

Over 2 years	 883,202.18	 3.57	 -	 883,202.18	 346,604.85	 2.60	 -	 346,604.85

	 24,714,566.70	 100.00	 -	 24,714,566.70	 13,363,239.29	 100.00	 -	 13,363,239.29

Categorized by nature 

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Security deposits	 1,794,487.99	 2,027,143.23

Advances to suppliers	 18,790,613.33	 572,819.29

Net receivables /(payables) from SWAP transactions	 1,675,164.49	 9,844,086.46

Prepaid expenses	 801,525.00	 875,780.00

Due from customers	 1,338,669.75	 25,091.40

Others	 314,106.14	 18,318.91

Total 	 24,714,566.70	 13,363,239.29

(2)Long-term prepayments

	 2007/12/31(Restated)	 Additions	 Amortisation	 Disposal	 2008/12/31

	 RMB	 RMB	 RMB	 RMB	 RMB 

	 equivalent	 equivalent	 equivalent	 equivalent	 equivalent

Leasehold 

improvement	 6,460,357.31	 1,829,100.00	 (1,897,848.57)	 (44,175.00)	 6,347,433.74

Pre-paid rental	 6,450,000.00	 14,665,859.60	 (3,595,761.55)	 -	 17,520,098.05

Pre-paid golf fee	 1,253,419.60	 -	 (156,677.52)	 -	 1,096,742.08

Total	 14,163,776.91	 16,494,959.60	 (5,650,287.64)	 (44,175.00)	 24,964,273.87

22.	 DUE TO BANKS 	

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Due to domestic banks	 722,400,632.34	 790,640,513.40

Due to overseas banks	 70,123.20	 74,081.94

	 722,470,755.54	 790,714,595.34

23.	 TAKING FROM BANKS 

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Taking from domestic banks	 473,276,566.87	 2,120,831,000.00

Taking from overseas banks	 129,857,400.00	 164,819,582.50

	 603,133,966.87	 2,285,650,582.50

24.	 DEBT SECURITIES SOLD UNDER REPURCHASE AGREEMENTS

	 2008/12/31	 2007/12/31
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	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Securities

- Government Bonds	 400,000,000.00	 344,800,000.00

- PBOC Bills	 50,000,000.00	 49,500,000.00

	 450,000,000.00	 394,300,000.00

25.	 CUSTOMER DEPOSITS

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Current deposits

Corporate	 3,077,362,456.94	 2,742,863,106.18

Individual	 777,270,019.58	 1,014,192,787.75

Time deposits

Corporate	 5,274,357,991.42	 3,648,049,225.63

Individual	 2,955,900,453.31	 1,605,907,152.76

	 12,084,890,921.25	 9,011,012,272.32

26.	 EMPLOYEE BENEFIT PAYABLE

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Salary, bonus, allowance and compensation payable	 30,000,000.00	 8,300,000.00

27.	 TAX PAYABLE

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Income tax	 18,211,702.67	 14,093,717.91

Business tax and levies	 10,704,543.53	 9,292,215.45

Others	 2,945,082.37	 2,140,256.02

	 31,861,328.57	 25,526,189.38

28.	 INTEREST PAYABLE

(1) Movement in interest payable are as follows:

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Opening balance	 58,971,845.12	 36,483,809.14

Additions during the year	 380,265,599.39	 259,634,293.37

Payment during the year	 (346,256,389.93)	 (235,865,263.12)

Exchange differences	 (1,784,201.24)	 (1,280,994.27)

Closing balance	 91,196,853.34	 58,971,845.12

(2) The interest payable categorized by nature are as follows:

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Interest payable from

- Due from banks and placement to banks	 3,251,637.91	 17,857,574.46

- Customers deposits	 87,901,941.46	 40,883,649.72

- Debt securities sold under repurchase agreements	 43,273.97	 230,620.94

Total	 91,196,853.34	 58,971,845.12

29.	 OTHER LIABILITIES

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Notes payable	 2,526,000.00	 3,487,134.76

Payables from factoring repayments	 68,392,475.08	 181,011,949.72

Due to customers	 130,400,815.83 	  71,692,411.23

Others	 5,667,480.98	 3,157,171.13

	 206,986,771.89 	 259,348,666.84

30.	 PAID-IN CAPITAL
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The register capital of the Bank is RMB1,100,000,000, and was fully funded as of 31 December 2008. Details of 

capital contribution from the investors according to the Bank's articles are as follows: 

	 2008/12/31 & 2007/12/31

	 Currency	 Proportion	 RMB 

	 %	 equivalent	

Shanghai Pudong Development Bank	 RMB	 30.00	

330,000,000.00

Lotus Worldwide Ltd.	 RMB	 66.11	 727,210,000.00

Wing Hang Bank	 RMB	 3.89	 42,790,000.00

Total	 RMB	 100.00	 1,100,000,000.00

The above capital contributed by the investors had been verif ied by capital verif ication report (97) 

ZhongHuiHuZi No. 21, HuZhongKuaiZi (2002)Yan No. 0286 and HuaYeZi (2007) No. 114 issued by Zhong Hui 

Chinese Certified Public Accountants, Shanghai Zhong Hua Hu Yin Chinese Certified Public Accountants and 

Shanghai Hua Zheng Chinese Certified Public Accountants respectively.

31.	 CAPITAL RESERVE

	 2008	

	 Opening balance	 Additions	 Closing balance

	 RMB equivalent	 RMB equivalent	 RMB equivalent

Capital premium	 93,176,446.10	 -	 93,176,446.10

Gain or loss arising from changes in fair value

  of AFS financial assets	 (2,465,732.27)	 17,911,988.67	 15,446,256.40

Tax effect resulting from 

fair value changes of AFS financial assets	 616,433.07	 (4,477,997.17)	 (3,861,564.10)

Total	 91,327,146.90	 13,433,991.15	 104,761,138.40

	 2007 (restated)	

	 Opening balance	 Additions	 Less	 Closing balance

	 RMB equivalent	 RMB equivalent	 RMB equivalent	 RMB equivalent

Capital premium (1)	 91,389,122.10	 47,501,609.00	 45,714,285.00	 93,176,446.10

Gain or loss arising from changes

 in fair value of AFS financial assets	 -	 -	 2,465,732.27	 (2,465,732.27)

Tax effect resulting from fair value 

 changes of AFS financial assets-		  -	 (616,433.07)	 616,433.07

Total	 91,389,122.10	 47,501,609.00	 47,563,584.20	 91,327,146.90

(1) The increase during last year was the capital premium contributed by Shanghai Pudong Development Bank 

upon the capital injection. The decrease during the year was the amount of capital reserves transferred to 

capital.

32.	 SURPLUS RESERVE

	 2008	

	 Opening balance	 Additions	 Closing balance

	 RMB equivalent	 RMB equivalent	 RMB equivalent

Statutroy surplus reserve	 27,390,993.53	 15,245,804.86	 42,636,798.39

		  2007 (Restated)	

	 Opening balance	 Additions	 Closing balance

	 RMB equivalent	 RMB equivalent	 RMB equivalent

Statutroy surplus reserve	 19,112,737.67	 8,278,255.86	 27,390,993.53

33.	 GENERAL RISK RESERVE

		  2008	

	 Opening balance	 Additions	 Closing balance

	 RMB equivalent	 RMB equivalent	 RMB equivalent

General risk reserve	 -	 141,502,570.88	 141,502,570.88

34.	 UNAPPROPRIATED PROFITS

	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Opening balance	 234,156,450.85	  94,050,066.58

Net profit for the year	 259,169,557.27	 148,384,640.13

   Less: Transfer to surplus reserve (1)	 15,245,804.86	 8,278,255.86

   Less: Transfer to general risk reserve (2)	 141,502,570.88	 -

Closing balance	 336,577,632.38	 234,156,450.85

(1) Transfer to surplus reserve

According to the board meeting resolution, the Bank appropriates 10% of profit after tax which was amounted 

to RMB 15,245,804.86 to the statutory surplus reserve. 

(2) Transfer to general risk reserve

Pursuant to Caijin [2005] No. 49 issued by MOF, the general reserve should not be less than 1% of the 

aggregate amount of risk assets before any allowance for impairment losses at the balance sheet date. 
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Upon the approval of the the second session of the fifth conference of the Board on 27 May 2008, the Bank 

implemented above regulations since 1 Januray 2008 and provided a amount of RMB 141,502,570.88 for 

general risk reserve in the current year.

35.	 NET INTEREST INCOME

	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Interest Income

  - Due from banks	 19,281,219.80	 45,458,868.92

  - Balances with the Central Bank	 24,882,027.76	 8,649,077.90

  - Placements to banks 	 10,627,236.76	 20,022,652.35

- Loans and advance to customers	 762,253,117.34	 491,716,806.69

   Including: Personal loans and advances	 131,576,839.23	 127,497,331.32

   Coporate loans and advances	 630,676,278.11	 364,219,475.37

  - Debt securities purchased under resale agreements	 31,345,007.65	 10,518,669.22

Sub-total	 848,388,609.31	 576,366,075.08

Interest expense		

  - Due to banks	 29,192,384.50	 27,547,308.70

  - Taking from banks	 58,430,905.45	 77,744,636.42

  - Customer deposits	 278,703,081.41	 145,558,909.76

  - Debt securities sold under repurchase agreements	 13,939,228.03	 8,783,438.49

 Sub-total	 380,265,599.39	 259,634,293.37

Net interest income	 468,123,009.92	 316,731,781.71

 

36.	 NET FEE AND COMMISSION INCOME

	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Fee and commission income

  - Settlement and clearing fees	 7,022,504.63	 4,392,256.03

  - Agent business fees	 1,019,993.50	 4,486,287.50

  - Guarantee fees	 2,373,071.40	 438,475.86

  - Fees related to granting facilities	 15,226,076.57	 13,659,176.90

  - Others	 3,047,268.50	 2,711,758.40

Subtotal	 28,688,914.60	 25,687,954.69

Fee and commission expense		

  - Fee expenses	 3,888,290.29	 2,805,034.21

Subtotal	 3,888,290.29	 2,805,034.21

Net fee and commission income	 24,800,624.31	 22,882,920.48

37.	 INVESTMENT INCOME

	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Investment income from:

Held-to-maturity financial assets	 5,021,163.03	 7,730,673.27

Held-for-trading financial assets	 1,013,539.46	 1,189,233.10

Available-for-sale financial assets	 11,790,818.29	 4,004,530.00

Derivative financial assets	 14,971,293.33	 2,263,525.85

	 32,796,814.11	 15,187,962.22

38.	 GAINS/(LOSS) FROM CHANGES IN FAIR VALUE

	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Derivative financial assets’ fair value changes	 57,175,934.97	 (22,723,798.28)

39.	 BUSINESS TAX AND LEVIES

	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Business tax	 42,313,452.23	 27,483,433.51

Levis	 424,355.27	 137,417.18	

	 42,737,807.50	 27,620,850.69

40.	 OPERATING EXPENSES
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	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Staff salary and welfare	 88,964,901.97	 54,846,270.81

Depreciation	 9,494,720.35	 6,469,228.90

Operating lease rentals and utilities	 18,354,283.57	 11,948,428.38

  Including: amortisation of rental	 3,595,761.55	 3,147,600.00

Electrical equipment maintenance fee	 2,956,250.93	 2,259,148.36

Entertainment	 1,945,057.78	 1,809,099.69

Travelling expenses	 3,675,544.35	 2,695,465.76

Regulatory membership fee	 2,443,408.94	 1,709,155.91

Taxes	 1,541,323.15	 1,350,785.55

Consulting expenses	 7,338,617.58	 6,435,761.66

Administration fee for vehicle operating	 4,182,848.48	 2,881,585.95

Decoration and maintenance	 5,547,384.62	 1,916,740.72

Security expenses	 440,359.68	 307,508.91

Amortisation of intangible assets	 1,484,145.41	 748,977.72

Amortisation of leasehold improvement	 1,897,848.57	 1,707,082.62

Amortisation of golf membership fee	 156,677.52	 156,677.48

Conference expense of the board of directors	 587,494.15	 478,633.18

Others	 12,087,547.74	 13,188,914.35

	 163,098,414.79	 110,909,465.95

41.	 IMPAIRMENT EXPENSES

	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Loans loss provision	 72,042,919.28	 36,209,465.17

42.	 NON-OPERATING INCOME

	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Government grants (1)	 2,000,000.00	 -

Penalty income	 300,138.72	 170,374.85

Gains from disposal of fixed assets	 140,943.35	 62,468.90

Others	 79,441.03	 2,685.73

Total	 2,520,523.10	 235,529.48

(1) It's the one-time foundation reward for Shenzhen Branch granted by government. 

43.	 NON-OPERATING EXPENSES

	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Withholding tax for overseas financial institutions	 1,044,418.85	 -

Donation	 1,056,100.00	 469,349.99

Loss from disposal of fixed assets	 395,253.61	 -

Penalty	 50.03	 519,890.00

Others	 1,596.58	 33,370.04

Total	 2,497,419.07	 1,022,610.03

44.	 INCOME TAX EXPENSES

	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Current year income tax expenses	 (1)	 78,881,967.64	 57,409,907.76

Adjustment for last year assessed income tax	 (2)	 -	 17,536.73

Deferred tax expenses		  2,825,364.02	 (8,695,582.21)

Total		  81,707,331.66	 48,731,862.28

44.	 INCOME TAX EXPENSE - continued

(1) Current year income tax expenses

The current year income tax expense is 25% of income which calculated by adjusting the accounting profit 

before tax for the year in accordance with the relevant tax laws. 

Last year income tax expense is calculated by adjusting the accounting profit before tax for the year in 

accordance with the relevant tax laws. The income tax expense of foreign exchange business is 15% of its 

relevant income and the income tax expense of RMB business is 33% of its relevant income.
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(2) Adjustment for last year assessed income tax

The adjustment represents the difference between actual tax payment and accrued amount.

(3) Reconciliation of income tax expenses to accounting profits is as follows:

	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Profits before tax	 340,876,888.93	 197,116,502.41

Income tax calculated at statutory tax rate 

  of current year(Note 7)	 85,219,222.23	 53,721,061.15

Add: Expenses not deductible for tax purposes	 563,485.39	 272,391.00

Add: Adjustment for last year assessed income tax 	 -	 17,536.73	

Less: Reversal of new CASs adjustment of deferred tax	 365,315.26	 -

Less: Estimated effect of tax rate change		  -	

333,214.60

Less: Non-taxable proceeds	 4,075,590.13	 4,945,912.00

Exchange differences	 365,529.43	 -

Income tax expenses	 81,707,331.66	 48,731,862.28

45.	 CASH AND CASH EQUIVALENTS

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Cash and balances with the Central Bank	 1,795,616,407.89	 1,775,932,969.41

Less: deposit reserves	 1,358,888,949.78	 864,693,930.96

Original maturity within 3 months:

Due from banks	 733,916,300.92	 486,357,424.43

Placement with banks	 590,265,677.25	 150,791,870.51

	 1,760,909,436.28	 1,548,388,333.39

46.	 CASH FLOW STATEMENT SUPPLEMENTARY

	 2008	 2007

	 RMB	 RMB

	 Equivalent	 Equivalent

		  (Restated)

Reconciliation of net profit to cash flows from operating activities

Net profit	 259,169,557.27	 148,384,640.13

Add: Impairment expenses	 72,042,919.28	 36,209,465.17

Depreciation of fixed assets	 9,494,720.35	 6,469,228.90

Amortisation of intangible assets	 1,484,145.41	 748,977.72

Amortisation of long-term prepayments	 5,650,287.64	 5,011,360.10

Loss/(gain) on disposal of fixed assets, 

  intangible assets and other long-term assets	 254,310.26	 (62,468.90)

Investment income	 (32,796,814.11)	 (15,187,962.22)

Loss/(gain) from changes in fair value	 (57,175,934.97)	 22,723,798.28

Decrease in operating receivables	 (1,408,692,057.32)	 (3,644,974,227.83)

Increase in operating payables	 1,414,470,216.60	 3,940,728,115.91

Net cash inflow from operating activities	 263,901,350.41	 500,050,927.26

Cash and cash equivalents variation 

Cash as at 31 December	 9,539,245.61	 8,081,354.27

Less: Cash as at 1 January	 8,081,354.27	 9,952,059.48

Add: Cash equivalents as at 31 December	 1,751,370,190.67	 1,540,306,979.12

Less: Cash equivalents as at 1 January	 1,540,306,979.12	 831,885,810.22

Cash and cash equivalents net increase	 212,521,102.89	 706,550,463.69

47.	 SEGMENT INFORMATION

The Bank’s segment report regional segment division is subjected to locations of assets: Head Office and 

Shenzhen Branch. 

The segment profits are directly attribute to segment income minus its expenses. The segment assets and 

liabilities are directly attribute to which operating assets and liabilities counteract inter business of segment.

The primary report format - regional segments:

Unit: RMB equivalent

	 2008	

Item	 Head Office	 Shenzhen Branch	 Counteraction	 Total

Operating income	 602,723,572.77	 16,009,353.70	 -	 618,732,926.47

  Net interest income	 453,683,676.23	 14,439,333.69	 -	 468,123,009.92

    Interest income	 837,780,194.66	 24,153,832.08	 (13,545,417.43)	 848,388,609.31

    Interest expense	 384,096,518.43	 9,714,498.39	 (13,545,417.43)	 380,265,599.39
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Net fee and commission income	 24,284,330.68	 516,293.63	 -	 24,800,624.31

Fee and commission 

income	 28,130,010.04	 558,904.56	 -	 28,688,914.60

Fee and commission 

expense	 3,845,679.36	 42,610.93	 -	 3,888,290.29

 Investment income	 32,788,064.11	 8,750.00	 -	 32,796,814.11

  Gains/(loss) from changes 

     in fair values	 57,175,934.97	 -	 -	 57,175,934.97

  Exchange gains	 34,774,652.23	 1,044,976.38	 -	 35,819,628.61

  Other operating income	 16,914.55	 -	 -	 16,914.55

Operating costs	 253,694,871.18	 24,184,270.39	 -	 277,879,141.57

  Business tax and levies	 42,120,107.21	 617,700.29	 -	 42,737,807.50

  Operating expenses	 153,648,772.23	 9,449,642.56	 -	 163,098,414.79

  Impairment expenses	 57,925,991.74	 14,116,927.54	 -	 72,042,919.28

Operating profit	 349,028,701.59	 (8,174,916.69)	 -	 340,853,784.90

Add: Non- operating income	 518,628.24	 2,001,894.86	 -	 2,520,523.10

Less: Non- operating expenses	 2,496,319.04	 1,100.03	 -	 2,497,419.07

Profit before tax	 347,051,010.79	 (6,174,121.86)	 -	 340,876,888.93

Less: Income tax expenses	 81,707,331.66	 -	 -	 81,707,331.66

NET PROFIT	 265,343,679.13	 (6,174,121.86)	 -	 259,169,557.27

TOTAL ASEETS	 15,662,389,558.83 	 912,737,199.18	 (696,694,076.79)	 15,878,432,681.22

OTAL LIABILITIES	 14,027,368,001.46	 818,911,321.04	 (596,694,076.79)	 14,249,585,245.71 

Additional information:		

Depreciation and amortisation	 16,022,963.26	 606,190.14	 -	 16,629,153.40

Capital expenditure

Include: Expenditure on

  purchasing fixed assets	 31,075,672.82	 3,290,536.18	 -	 34,366,209.00

  Expenditure on purchasing 

    intangible assets	 2,033,884.00	 106,873.00	 -	 2,140,757.00

  Non-cash charges(exclude 

  depreciation and 

  amortisation)	 16,494,959.60	 -	 -	 16,494,959.60

In the year of 2007, assets of the Bank were centralized in Head Office in Shanghai, thus there were no regional 

segment.

Segment accounting policy is in accordance with the accounting policy of consolidation financial statements. 

The transfer trading between segment is measured on the basis of actual trading price. Segment income and 

expenses are measured on the basis of actual income and expenses of each segment.

The minor report format - business segments:

Unit: RMB

	 2008	

	 Corporate banking	 Private banking	 Treasury	 Others	 Total

Revenue arising from  

  external transaction 	 657,448,361.19	 132,294,664.63	 213,143,790.33	 -	 1,002,886,816.15

Total segment assets	 9,808,102,056.08	 1,660,964,617.12	 4,198,741,847.25	 210,624,160.77	 15,878,432,681.22

	 2007	

	 Corporate banking	 Private banking	 Treasury	 Others	 Total

Revenue arising from 

  external transaction	 388,684,043.83	 130,035,920.24	 116,362,728.28	 -	 635,082,692.35

Total assets	 7,639,811,544.01	 2,090,373,991.57	 4,411,735,530.81	 108,639,291.52	 14,250,560,357.91

48.	 RELATED PARTIES RELATIONSHIP AND TRANSACTIONS

(1) Related parties where a control relationship exists:

Name	 Place of registration	 Principal business	 Register capital	 Share proportion	

Lotus Worldwide Ltd.	 HongKong	 Investment holdings	 HKD13,625,000	 66.11%

(2) Related party relationship without control relationship:

Name	 Relationship

Shanghai Pudong Development Bank	 Investor of the Bank

Wing Hang Bank	 Investor of the Bank

Gu Yusheng	 Vice Chairman

Wu Bangzhi	 Director

Li Yibang	 Director

Xie hongyuan 	 Executive director and president

Kang Qinpei	 Executive director and chief Financial Officer

Xue Wenjun	 Secretary of the board and Head of Internal Audit

Yue Zuoshun	 Senior Vice Chairman

Lin Dayi	 Senior Vice Chairman

Lin Lingling	 Vice Chairman

Zheng Jinde	 Diretor of the office
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Chen Zhanglu	 General manager of IT

Zhu Jianming	 Branch president

Huang Yongcai	 Branch president

Sun Huiling	 Sub-branch president

Guo Yaoqiao	 Sub-branch president

Fan Fangzhi 	 Sub-branch president

Chen Wenjia	 Sub-branch president

Fang Yiwen	 Sub-branch Director of the Preparatory Group

Xu Man	 Spouse of Executive director and

	  Chief Financial Officer  

Shi Yahui	 Spouse of senior vice chairman

Wang Youling	 Spouse of senior vice chairman

Li Zhiping	 Spouse of vice chairman

Peng Yuanyuan	 Spouse of Diretor of the office

Zhang Shuling	 Spouse of General manager of IT

Li Zhen	 Spouse of branch director

Huang Yahui	 Spouse of sub-branch directort of

	  the preparatory group

Longguang (China) Sound Care Commodities Co., Ltd	 Significantly influenced by board member	

Shanghai Baoyuan Sporting Commodities Co,. Ltd	 Significantly influenced by board member	

Beijing Xunyi Innovation &Electronics Co,. Ltd	 Significantly influenced by board member	

Yangzhou Longsheng Sporting Commodities Co,. Ltd	 Significantly influenced by board member	

Dalian Dongzhijie Sporting Industry Co., Ltd	 Significantly influenced by board member	

Yue Yuen Industrial (Holdings) Limited	 Significantly influenced by board member

(3) As of balance sheet date, the significant transactions between the Bank and the above related parties in the 

year are as follows:

Loans and advances to customers

	 2008/12/31	 2007/12/31	

	 RMB 	 Proportion 	 RMB 	 Proportion 

	 Equivalent 	 %	 Equivalent 	 %

Related Individuals	 4,936,315.31 	  0.04 	  9,776,647.26 	  0.10

Longguang (China) Sound Care

  Commodities Co., Ltd	 100,000,000.00 	  0.88 	  20,000,000.00 	  0.21 

Shanghai Baoyuan Sporting

  Commodities Co,. Ltd	 50,000,000.00 	  0.44 	  50,000,000.00 	  0.51 

Beijing Xunyi Innovation &

Electronics Co,. Ltd	 7,000,000.00 	  0.06 	  14,400,000.00 	  0.15 

Total	 161,936,315.31 	  1.42 	  94,176,647.26 	  0.97

Due from banks	

	 2008/12/31	 2007/12/31	

	 RMB 	 Proportion 	 RMB 	 Proportion 

	 Equivalent 	 %	 Equivalent 	 %

Shanghai Pudong Development Bank	 15,435,211.65	 1.77	 8,164,595.65	 1.00

Placement to banks

	 2008/12/31	 2007/12/31	

	 RMB 	 Proportion 	 RMB 	 Proportion 

	 Equivalent 	 %	 Equivalent 	 %

Shanghai Pudong Development Bank	 37,590,300.00	 6.23	 250,000,000.00	 10.94

Customer deposits

	 2008/12/31	 2007/12/31	

	 RMB 	 Proportion 	 RMB 	 Proportion 

	 Equivalent 	 %	 Equivalent 	 %

Related Individuals	 20,320,890.56 	 0.17	 11,850,755.39	 0.13

Yue Yuen Industrial (Holdings) Limited	 0.07	 -	 234,447,000.00	 2.60

Shanghai Baoyuan Sporting

  Commodities Co,. Ltd	 10,064,602.67	 0.08 	 14,137,034.26	 0.16

Beijing Xunyi Innovation &

Electronics Co,. Ltd	 2,994.41	 -	 4,123,938.64	 0.05

Longguang (China) Sound Care

  Commodities Co., Ltd	 20,513,708.83	 0.17	 5,433,634.73	 0.06

Total	 50,902,196.54	 0.42	 269,992,363.02 	 3.00

(4) As of balance sheet date, the off-balance sheet balances between the Bank and the above related parties 

are as follows:

Letter of guarantee

	 2008/12/31	 2007/12/31	

	 RMB 	 Proportion 	 RMB 	 Proportion 

	 Equivalent 	 %	 Equivalent 	 %

Yangzhou Longsheng Sporting

  Commodities Co,. Ltd	 1,000,000.00	 0.38	 -	 -

Dalian Dongzhijie Sporting Industry

  Co., Ltd	 -	 -	 5,000,000.00	 0.23

Total	 1,000,000.00	 0.38	 5,000,000.00	 0.23
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(5) Compensation of key management personnel

	 2008/12/31	 2007/12/31	

	 RMB 	 Proportion 	 RMB 	 Proportion 

	 Equivalent 	 %	 Equivalent 	 %

Compensation of key 

Management personnel	 11,436,429.92	 12.85	 7,006,791.73	 12.78

Key management personnel are those personnel who have the authority and responsibility for planning, 

directing and controlling the activities of the Bank. Including Director, Branch Manager, Chief Financial Officer, 

Vice Branch Manager, Office Controller, Head of Internal Audit, General Manager, Sub-branch General 

Manager and other persons who carry on the same responsibilities.

49.  CONTINGENT ASSETS AND LIABILITIES

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

Bank acceptance bill	 197,642,425.13	 122,311,457.38

Amount from Sight L/C	 8,521,532.99	 8,559,156.55

Amount from Usance L/C	 11,828,088.82	 41,257,761.00

Sight L/C issued	 28,852,914.35	 54,741,047.97

Usance L/C issued	 7,922,940.31	 21,378,959.11

Letter of guarantee	 265,140,401.93	 26,304,680.04

Stand-by L/C	 3,417,300.00	 3,652,300.00

Other contingent items	 116,344,706.57	 105,533,607.24

	 639,670,310.10	 383,738,969.29

50.	 FINANCIAL DERIVATIVE CONTRACTS

As of the balance sheet date, contract balances of the Bank’s derivatives were as follows:

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

Interest rate SWAP	 -	 70,555,131.40

Interest rate option	 3,147,144,024.80	 1,041,896,229.70

Forward currency SWAP	 891,537,354.21	 491,657,594.83

Forward foreign exchange contracts	 2,896,230,945.44	 1,239,426,994.65

	 6,934,912,324.45	 2,843,535,950.58

51.	 ENTRUSTED DEPOSITS / LOANS

As of the balance sheet date, balances of the Bank’s entrusted deposits and loans were as follows:

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

Entrusted deposits	 638,960,000.00	 278,060,000.00

Entrusted loans	 638,960,000.00	 278,060,000.00

52.	 CAPITAL ADEQUACY

The Bank calculated capital adequacy and core capital adequacy in compliance with regulation according to 

the “Rules governing commercial bank’s capital adequacy ratio” ([2004] No.2 Promulgated by CBRC) are as 

follows:

	 2008/12/31	 2007/12/31

	 RMB’000	 RMB’000

	 Equivalent	 Equivalent

		  (Restated)

Weighted risk assets net value	 10,807,342	 9,052,753

Capital net value	 1,715,178	 1,491,712

Including: Core capital net value	 1,628,847	 1,390,138

  Subordinate capital	 86,331	 101,574

  Core capital adequacy ratio	 15.07%	 15.36%

Capital adequacy ratio	 15.87%	 16.48%

53.	 LEASE COMMITMENTS

At the balance sheet date, the Bank as lessee has outstanding commitments in respect of non-cancelable 

operating leases, which fall due as follows:

	 2008/12/31	 2008/12/31

	 RMB’000	 RMB’000 

	 Equivalent	 Equivalent

The minimum lease payments under

non-cancelable operating leases:

Within one year	 12,920	 5,832

In the second year	 7,659	 3,573

In the third year	 10,138	 3,386

In the following year	 15,288	 9,454

	 46,005	 22,245 
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54.	 RISK MANAGERMENT 

(I) Overview of risk management 

The Bank is exposed to various risks in its banking and financial business operations, especially the diversity 

and complication of application for financial instruments. The key risks faced by the Bank are credit risk, 

liquidity risks, market risks and operation risks. Market risks include foreign exchange risk and interest rate 

risk. 

The Bank’s risk management objectives are to achieve proper balance between risks and yield, minimize 

the adverse impacts of risks on the Bank’s operation performance, and maximize the benefits of the 

Bank. Based on these risk management objectives, the Bank’s basic risk management strategy is to 

identify and analyze the industry’s exposure to various risks, establish appropriate bottom line for risk 

tolerance, implement risk management, and monitors these exposures to ensure appropriate measures are 

implemented on a timely and effective manner eventually control the risk within the limits.

(II)  Credit risk 

(1) Credit risk management

Credit risk arises when the borrower or counterparty fails to meet the required obligations in the 

agreement on due date. Credit risk concentration is when certainty of clients concentrated in one 

industry, or concentrated in one geographical location or have similar economic characteristics, 

the clients' ability of carrying out contracts will be influenced by same economic events. Credit risk 

concentration reflects the Bank’s sensitivity for certain industries or regions.

The Bank’s credit risk is mainly arised from credit business (including: loans to customers, bills discount, 

trade finance, other facilities, bank acceptance bill, sight L/C issued, stand-by letter of credit, letter of 

guarantee, etc.), derivatives and bond investment. The Bank has implemented the lending and risks 

management policies, carries out comparative investigation of clients and implements strict process of 

loan review and approval before credit lending. The Bank has established policies related to daily loans 

and post-lending management, classification, interest calculation, and loan provision write-off. The 

Bank monitor and supervise the above mentioned credit risks. The Bank controls credit risks through 

investigation of clients and counterparties creditability, financial reports and operational conditions. The 

Bank classifies the loans strictly following the five-classification standards issued by CBRC, assesses 

the clients’ credit standing according to the five-classification standard, and then provides facilities, and 

clients are permitted to borrow within the approved facility.

(2) Maximum credit risk exposure information

Putting aside the consideration of collaterals available or other credit enhancement possibilities, 

maximum credit risk exposure information represents the worst situation of the credit risk exposure 

as of balance sheet date. The financial assets value, indicative of the credit risk exposure Class as of 

the balance sheet date, is the balance of the carrying amount of the financial assets less the following 

2 items: 1) the amount offset pursuant to the requirement in the Accounting Standards for Business 

Enterprises No. 37 – Financial instrument reporting; 2) the recognized impairment loss of the financial 

assets. 

Information on the maximum credit risk exposure of the Bank is as below:

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

		  Balance sheet items

Loans and advances to customers	 11,237,645,640.19	 9,625,995,588.22

Including: Corporate loans and advances to customers	 9,751,415,885.34	 7,639,811,547.85

	 Personal loans and advances to customers	 1,660,964,621.56	 2,090,373,987.73

	 Loan loss provision	 (174,734,866.71)	 (104,189,947.36)

Inter-banks receivable	 2,055,873,988.48	 2,167,996,694.94

Including: Due from banks	 870,608,305.22	 815,064,424.43

	 Placement to banks	 620,265,683.26	 351,102,270.51

	 Debt securities purchased under resale agreements	 565,000,000.00	 1,001,830,000.00

Investment in debt securities	 465,881,730.00	 471,859,416.40

Including: Available-for-sale financial assets	 465,881,730.00	 208,658,054.07

	 Held-to-maturity investments	 -	 263,201,362.33

	 Held-for-trading financial assets	 533,773.92	 553,244.20

	 Derivative financial assets	 64,958,902.64	 3,874,281.58

Interest receivable	 56,686,166.30	 42,956,939.13

Other financial assets (Note)	 5,122,428.37	 11,914,640.00

Balance sheet items total	 13,886,702,629.90	 12,325,150,804.47

Off-balance sheet items total	 639,670,310.10	 383,738,969.29

Total		  14,526,372,940.00	  12,708,889,773.76

Note: Other financial assets include security deposits, due from customers and etc.

Besides credit loan, certain credit enhancement measures were taken by the Bank with respect to 

guaranteed and pledged loans, off-sheet Items, derivative financial instrument, to reduce credit risk 

exposure to an acceptable level:

① Guarantees and pledges

The Bank determines the ratio of collaterals and pledges to loan principal as well as guarantee as 

follows: 

Types of guarantee and collateral	 the maximum ratio

Certificate of deposit secured	 100%

Pledged fixed assets	 100%



78

2008年度报告

79

Pledged land use right	 100%

The Bank usually demands guarantee for long-term financing from clients. In addition, in order to 

minimize credit risk, the Bank will usually demand additional guarantee from borrowers if the Bank 

discovers evidence of impairment in relevant loans or advances.

② Derivative financial assets

Derivative financial assets represent the positive change in fair value favorable to the Bank caused by 

the derivative instrument contract undelivered.  The amount of change accounts for only a small percent 

of the nominal amount of the derivative instrument contract.  The Bank manages credit risk exposure 

resulting from derivative financial assets by controlling the match between delivery dates and integrating 

part of the credit limits of the counterpart. 

③ Credit-related commitments

Credit risk of financial guarantee is the same as that of credit.  However, credit risks of guarantee and 

commercial letter of credit are lower compared with direct loan since the relevant goods forwarded are 

usually pledged. Credit-related commitments are incorporated into management of overall credit limit. 

Where credit limit is exceeded or transactions are infrequent, the Bank demands relevant deposit from 

the applicant to reduce credit risk exposure.  

(3) Loans and advances issued and interbank receivables

① Overdue and impairment

	 2008/12/31	 2007/12/31	

	 Loans and advance	 Interbank	 Loans and advance	 Interbank

	  to customers	 receivables	 to customers	 receivables

	 RMB Equivalent	 RMB Equivalent	 RMB Equivalent	 RMB Equivalent

Not yet overdue and

 not yet impaired(i)	 11,361,295,058.81	 2,055,873,988.48	 9,725,321,907.24	 2,167,996,694.94

Overdue but not yet impaired (ii)	 3,733,709.37	 -	 1,000,000.00	 -

Impaired (iii)	 47,351,738.72	 -	 3,863,628.34	 -

Total	 11,412,380,506.90	 2,055,873,988.48	 9,730,185,535.58	 2,167,996,694.94

Less: loan loss provision	 (174,734,866.71)	 -	 (104,189,947.36)	 -	

Net	 11,237,645,640.19	 2,055,873,988.48	 9,625,995,588.22	 2,167,996,694.94

(i) Not yet overdue and not yet impaired

	 2008/12/31	

	 Normal	 Special mention	 Total

	 RMB Equivalent	 RMB Equivalent	 RMB Equivalent

Loans	 10,247,127,467.10	 296,959,142.00	 10,544,086,609.10

Trade finance	 22,101,622.66	 -	 22,101,622.66

Bills discount	 23,121,140.94	 -	 23,121,140.94

Other facilities	 771,985,686.11	 -	 771,985,686.11

Loans and advances to customers total	 11,064,335,916.81	 296,959,142.00	 11,361,295,058.81

Interbank receivables	 2,055,873,988.48	 -	 2,055,873,988.48 

(II) Credit risk - continued

(3) Loans and advances issued and interbank receivables - continued

① Overdue and impairment - continued

(i) Not yet overdue and not yet impaired - continued

	 2007/12/31	

	 Normal	 Special mention	 Total

	 RMB Equivalent	 RMB Equivalent	 RMB Equivalent

Loans	 8,575,536,352.53	 34,195,640.00	 8,609,731,992.53

Trade finance	 56,198,896.79	 -	 56,198,896.79

Bills discount	 265,609,590.74	 -	 265,609,590.74

Other facilities	 793,781,427.18	 -	 793,781,427.18

Loans and advances to customers total	 9,691,126,267.24	 34,195,640.00	 9,725,321,907.24

Interbank receivables	 2,167,996,694.94	 -	 2,167,996,694.94

(ii) Overdue but not yet impaired

	 2008/12/31	 2007/12/31

	 Overdue not 	 Overdue not

	 more than 30 days	 more than 30 days

	 RMB Equivalent	 RMB Equivalent

Loans and advances to customers	 3,733,709.37	 1,000,000.00

(iii) Impaired

	 2008/12/31	 2007/12/31	

	 Corporate loans	 Personal loans		  Inter-banks	 Corporate loans	 Personal loans		  Inter-banks

	 and advances	 and advances	 Total	 receivables	 and advances	 and advances	 Total	 receivables

	 RMB	 RMB	 RMB	 RMB	 RMB	 RMB	 RMB	 RMB

	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent

Individually identified

   impaired assets	 46,351,738.72	 1,000,000.00	 47,351,738.72	 -	 3,863,628.34	 -	 3,863,628.34	 -

Proportion of the individually

   identified impaired assets	 0.41%	 0.01%	 0.42%	 -	 0.04%	 -	 0.04%	 -

(4)Investment in debt securities

	 2008/12/31	 2007/12/31

	 RMB	 RMB

	 Equivalent	 Equivalent

Not yet overdue and not yet impaired (i)	 465,881,730.00	 471,859,416.40

Total	 465,881,730.00	 471,859,416.40	
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Less: impairment	 -	 -

Net	 465,881,730.00	 471,859,416.40 

(i) Not yet overdue and not yet impaired

	 2008/12/31	 2007/12/31	

	 Available-for-sale	 Held-to-maturity		  Available-for-sale	 Held-to-maturity	

	 financial assets	 investments	 Total	 financial assets	 investments	 Total

	 RMB	 RMB	 RMB	 RMB	 RMB	 RMB

	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent

AAA	 -	 -	 -	 -	 -	 -

AA- TO AA+	 -	 -	 -	 -	 -	 -

A-TO A+	 465,881,730.00	 -	 465,881,730.00	 208,658,054.07	 263,201,362.33	 471,859,416.40

Lower than A-	 -	 -	 -	 -	 -	 -

Not rated	 -	 -	 -	 -	 -	 -

Total	 465,881,730.00	 -	 465,881,730.00	 208,658,054.07	 263,201,362.33	 471,859,416.40

(5)Analysis on credit risk concentration of financial assets

The Bank manages credit risk concentration of financial assets by regions. Please refer to Note 15(3) for 

relevant analysis on credit risk concentration of the Bank’s loans and advances. The Bank manages credit 

risk concentration of financial assets by industries, please see Note 15(2) for relevant analysis on credit risk 

concentration of the Bank’s loans and advances.

(III) Liquidity risk management

Liquidity risk is the risk that no sufficient funds will be available to make debt repayment in due. Liquidity risk 

of the Bank mainly results from early or concentrated withdrawl by depositors, postponed loan repayment 

by borrowers, amount or maturity mismatch of assets and liabilities.

According to "Regulations of the People’s Republic of China on Administration of Foreign-funded Banks" 

and related regulations, the Bank controls the liquidity ratio of no less than 25%. At the same time, the Bank 

manages liquidity risk according to the maturity date of assets and liabilities.

The following is the maturity analysis for assets and liabilities held by the Bank as of 31 December 2008: 

(1) Non-derivative liquidity risk analysis

The following table presents the maturity analysis of the Bank for non-derivative financial assets and 

liabilities by contractual maturity. 

					     2008/12/31	

		  Current	 Within

		  & overdue	 one month	 1-3months	 3-12 months	 Over 1 year	 No maturity date	 Total

		  RMB’000	 RMB’000	 RMB’000	 RMB’000	 RMB’000	 RMB’000	 RMB’000

		  Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent

Assets

Cash and balances with the Central Bank	 436,727	 -	 -	 -	 -	 1,358,889	 1,795,616

Due from banks		  187,148	 232,376	 314,392	 136,692	 -	 -	 870,608

Plancement to banks		  -	 620,266	 -	 -	 -	 -	 620,266

Held-for-trading financial assets	 534	 -	 -	 -	 -	 -	 534

Debt securities purchased

under resale agreements	 -	 565,000	 -	 -	 -	 -	 565,000

Interest receivable		  -	 56,686	 -	 -	 -	 -	 56,686

Loans and advances to customers	 2,555  	2,883,909	 3,926,234	 1,079,900	 3,345,047	 -	 11,237,645

Available-for-sale financial assets	 -	 -	 -	 182,841	 283,041	 -	 465,882

Other financial assets		  -	 4,943	 -	 -	 180	 -	 5,123

Non-derivative financial assets total	 626,964	 4,363,180 	 4,240,626	 1,399,433	 3,628,268	 1,358,889	 15,617,360

Liabilities

Due to banks		  71	 -	 200,000	 522,400	 -	 -	 722,471

Taking from banks 		  -	 107,687	 265,590	 229,857	 -	 -	 603,134

Customer deposits		  3,862,821	 2,457,562	 2,251,019	 3,155,820	 357,669	 -	 12,084,891

Debt securities sold under

repurchase agreements		 -	 450,000	 -	 -	 -	 -	 450,000

Interest payable		  -	 91,196	 -	 -	 -	 -	 91,196

Other financial liabilities		 -	 206,987	 -	 -	 -	 -	 206,987

Non-derivative financial liabilities total	 14,158,679	 3,862,892	 3,313,432	 2,716,609	 3,908,077	 357,669	 -	

NET		  (3,235,928)	 1,049,748	 1,524,017	 (2,508,644)	 3,270,599	 1,358,889	 1,458,681

					     2007/12/31	

		  Current	 Within

		  & overdue	 one month	 1-3months	 3-12 months	 Over 1 year	 No maturity date	 Total

		  RMB’000	 RMB’000	 RMB’000	 RMB’000	 RMB’000	 RMB’000	 RMB’000

		  Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent

Assets

Cash and balances with the Central Bank	 911,239	 -	 -	 -	 -	 864,694	 1,775,933

Due from banks		  391,398	 168,006	 -	 255,660	 -	 -	 815,064

Plancement to banks		  -	 150,792	 78,009	 122,301	 -	 -	 351,102

Held-for-trading financial assets	 553	 -	 -	 -	 -	 -	 553

Debt securities purchased

 under resale agreements	 -	 1,001,830	 -	 -	 -	 -	 1,001,830

Interest receivable		  -	 42,957	 -	 -	 -	 -	 42,957

Loans and advances to customers	 795,389	 2,894,542	 2,410,301	 799,012	 2,726,752	 -	 9,625,996

Available-for-sale financial assets	 -	 -	 -	 -	 208,658	 -	 208,658

Held-to-maturity investments	 -	 -	 49,679	 213,522	 -	 -	 263,201

Other financial assets		  -	 8,993	 951	 931	 1,040	 -	 11,915

Non-derivative financial assets total	 2,098,579	 4,267,120	 2,538,940	 1,391,426	 2,936,450	 864,694	 14,097,209

Liabilities

Due to banks		  38,015	 87,500	 -	 665,200	 -	 -	 790,715

Takding from banks		  -	 820,905	 726,454	 738,292	 -	 -	 2,285,651

Customer deposits		  5,805,606	 1,589,749	 1,383,773	 231,541	 343	 -	 9,011,012

Debt securities sold 

 under repurchased agreements	 -	 394,300	 -	 -	 -	 -	 394,300

Interest payable		  -	 58,972	 -	 -	 -	 -	 58,972

Other financial liabilities		 -	 255,950	 873	 2,387	 139	 -	 259,349

Non-derivative financial liabilities total	 12,799,999	 5,843,621	 3,207,376	 2,111,100	 1,637,420	 482	 -
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Net		  (3,745,042)	 1,059,744	 427,840	 (245,994)	 2,935,968	 864,694	 1,297,210

Assets can be used to repay all liabilities and used to pay outstanding loan commitments include cash and 

balances with central banks, nostro accounts, due from banks and other financial institutions, held-for-trading 

financial assets, etc. In the normal operations, most of due deposits are not withdrawn on the due date but still 

stay with the Bank, and available-for-sale financial assets can also be disposed when needed to obtain funds to 

repay due liabities. 

 (III) Liquidity risk management – continued

(2)Derivative liquidity risk analysis

①Derivative financial instruments liquidated at net value 

The derivative instruments that the Bank liquidates at their net values include: interest rate derivatives, 

credit derivatives and other options. The following table analyzes undiscounted cash flows of derivative 

financial instruments liquidated at net value by remaining period from the balance sheet date to the due 

date stipulated by contracts:

	 2007/12/31	

Item	 Within 1 month	 1 month to 3 months	 3 months to 1 year	 1 year to 5 years	 Over 5 years	 Total 

	 RMB’000	 RMB’000	 RMB’000	 RMB’000	 RMB’000	 RMB’000

	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent

Interest rate swap	 -	 -	 347	 -	 -	 347

② Derivative financial instruments liquidated at gross value 

The derivative instruments that the Bank liquidates at their gross values are currency derivatives. The 

following table analyzes undiscounted cash flows of derivative financial instruments liquidated at gross 

value by remaining period from the balance sheet date to the due date stipulated by contracts:

			   2008/12/31	

Item	 Within 1 month	 1 month to 3 months	 3 months to 1 year	 1 year to 5 years	 Over 5 years	 Total 

	 RMB’000	 RMB’000	 RMB’000	 RMB’000	 RMB’000	 RMB’000

	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent

Currency swap

 - Cashflow out	 420,941	 160,186	 310,410	 -	 -	 891,537

- Cashflow in	 (417,043)	 (159,207)	 (297,988)	 -	 -	 (874,238)

Forward foreign exchange contracts

 - Cashflow out	 272,971	 257,313	 2,365,946	 -	 -	 2,896,230

 - Cashflow in	 (270,471)	 (257,002)	 (2,363,792)	 -	 -	 (2,891,265)

Total	 6,398	 1,290	 14,576	 -	 -	 22,264

			   2007/12/31	

Item	 Within 1 month	 1 month to 3 months	 3 months to 1 year	 1 year to 5 years	 Over 5 years	 Total 

	 RMB’000	 RMB’000	 RMB’000	 RMB’000	 RMB’000	 RMB’000

	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent

Currency swap

 - Cashflow out	 73,046	 110,053	 309,750	 -	 -	 492,849	

 - Cashflow in	 (72,104)	 (108,627)	 (310,705)	 -	 -	 (491,436)	

Forward foreign exchange contracts

 - Cashflow out	 168,719	 117,565	 205,374	 -	 -	 491,658	

 - Cashflow in	 (166,994)	 (115,807)	 (200,590)	 -	 -	 (483,391)

Total	 2,667	 3,184	 3,829	 -	 -	 9,680

(IV) Market risks

Market risks refer to the risks of losses in the Bank’s on-sheet and off-sheet business due to adverse 

changes in market prices. The Bank’s market risks mainly include interest rate risk, foreign exchange risk 

and other price risk. Market risks lie in the Bank’s transaction account and bank account.

As a specialized management department, the Bank’s treasury mid-office Department implements 

centralized management of the Bank’s market risks. The Bank has established and well defined market 

risk limit management system, specified and standardized the process and reporting system of market risk 

management. The Audit Department processes periodical audits on market risk management. 

Transaction accounts reflect the financial assets and liabilities in the Bank’s treasury business, including 

derivative financial products. The Bank implements limit management on market risks of transaction 

accounts. According to the analysis of position distributing, the Bank carries out combined operation on 

transaction accounts and also properly utilizes financial derivatives, etc. to realize the management, control 

and hedging of market risks of transaction accounts. 

Bank accounts reflect the Bank’s financial assets and liabilities not held for trading. The major risks that the 

Bank’s bank accounts face are interest rate risk and foreign exchange risk. 

Sensitivity analysis is the Bank’s major means to assess and measure the market risks of transaction 

accounts and bank account. Sensitive analysis considers effects on relevant market risks when it is 

assumed that only one single variable changes. As any risk variable seldom changes alone and the 

relevance between variables will have significant effects on the final effect amount of changes of one 

certain risk variable, the results of sensitivity analysis can only provide limited information about market 

risks. 

(1)Foreign exchange risk

The Bank is set up and operates in People’s Republic of China; the Bank mainly conducts foreign 

business by USD and HKD. The Bank’s loans to customers are mainly in RMB and USD.

The foreign exchange risk is mainly from the transaction risks arising from the Bank’s self operation and 

agency of foreign exchange transactions and structure risks arising from maintaining certain foreign 

currency positions for overseas operation. Based on its own risk appetite and operation level, with the 

support of various transaction systems and management information systems, through limit set and 

control, the Bank enhances the matching of assets and liabilities currency type structure, properly uses 

such methods as financial derivatives to manage and control the exchange rate risks of the whole bank.

The following table presents the structure analysis of the Bank’s financial assets and financial liabilities 

by currency:  
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 (IV) Market risks - continued

(1)Foreign exchange risk - continued

			   2008/12/31	

Items	 RMB	 USD	 HKD	 Other currencies	 Total

	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000

	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent

Assets

Cash and balances with the Central Bank	 1,598,454	 193,303	 3,859	 -	 1,795,616

Due from banks	 27,594	 832,514	 2,684	 7,816	 870,608

Placement to banks	 130,000	 451,084	 24,693	 14,489	 620,266

Held-for-trading financial assets	 -	 534	 -	 -	 534

Derivative financial assets	 5,200	 56,318	 -	 3,441	 64,959

Debt securities purchased under

resale agreements	 565,000	 -	 -	 -	 565,000

Interest receivable	 33,990	 22,573	 40	 83	 56,686

Loans and advances to customers	 9,114,133	 2,054,060	 18,188	 51,264	 11,237,645

Available-for-sale financial assets	 465,882	 -	 -	 -	 465,882

Other financial assets	 2,045	 3,078	 -	 -	 5,123

Financial assets total	 11,942,298	 3,613,464	 49,464	 77,093	 15,682,319

Liabilities

Due to banks	 722,400	 71	 -	 -	 722,471

Taking from banks 	 428,000	 167,448	 6,173	 1,513	 603,134

Customer deposits	 8,886,655	 3,137,512	 27,923	 32,801	 12,084,891

Debt securities sold under

repurchase agreements	 450,000	 -	 -	 -	 450,000

Interest payable	 68,000	 23,095	 41	 60	 91,196

Derivative financial liabilities	 21,168	 7,395	 31	 451	 29,045

Other financial liabilities	 5,627	 200,732	 -	 628	 206,987

Financial liabilities total	 10,581,850	 3,536,253	 34,168	 35,453	 14,187,724

Net	 1,360,448	 77,211	 15,296	 41,640	 1,494,595

			   2007/12/31	

Items	 RMB	 USD	 HKD	 Other currencies	 Total

	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000

	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent

Assets

Cash and balances with the Central Bank	 1,438,684	 333,948	 3,301	 -	 1,775,933

Due from banks	 139,535	 657,665	 1,707	 16,157	 815,064

Placement to banks 	 35,000	 278,305	 7,490	 30,307	 351,102

Held-for-trading financial assets	 -	 553	 -	 -	 553

Derivative financial assets	 -	 3,874	 -	 -	 3,874

Debt securities purchased under 

resale agreements	 1,001,830	 -	 -	 -	 1,001,830

Interest receivable	 26,868	 15,888	 44	 157	 42,957

Loans and advances to customers	 7,734,427	 1,778,671	 22,010	 90,888	 9,625,996 

Available-for-sale financial assets	 208,658	 -	 -	 -	 208,658

Held-to-maturity investments	 263,201	 -	 -	 -	 263,201

Other financial assets	 1,809	 10,106	 -	 -	 11,915

Financial assets total	 10,850,012	 3,079,010	 34,552	 137,509	 14,101,083

Liabilities

Due to banks	 790,200	 515	 -	 -	 790,715

Taking from banks 	 1,865,170	 401,753	 18,728	 -	 2,285,651

Customer deposits	 6,135,075	 2,807,938	 12,262	 55,737	 9,011,012

Debt securities sold und

repurchase agreements	 394,300	 -	 -	 -	 394,300

Interest payable	 33,542	 25,233	 82	 115	 58,972

Derivative financial liabilities	 -	 26,598	 -	 -	 26,598

Other financial liabilities	 4,060	 253,916	 280	 1,093	 259,349

Financial liabilities total	 9,222,347	 3,515,953	 31,352	 56,945	 12,826,597

Net	 1,627,665	 (436,943)	 3,200	 80,564	 1,274,486

(IV) Market risks - continued

(1)Foreign exchange risk - continued

The following table illustrates the impact of appreciation or depreciation of the spot exchange rate and 

forward exchange rate of RMB against all foreign currencies on net profit of the Bank.

	 2008	 2007	

	 Net profit	 Net profit

	 RMB’000	 RMB’000 

	 Equivalent	 Equivalent

Appreciate by 5%	 6,093	 (13,373)

Depreciate by 5%	 (6,093)	 13,373

(2) Interest rate risk

Interest rate risk mainly arises from the maturity mismatch and interest repricing of the assets and liabilities 

of the Bank and the impact of change in market interest on fair value of transactional financial assets and 

liabilities. At present, the banks in China refer the prime interest rate of saving deposit and loan published 

by the People’s Bank of China. The interest rate of loans and advances is determined without an upper limit 

principally, while with a lower limit of 0.9 times prime interest rate. Principally, upward fluctuation of deposit 

interest may not be accepted, but a downward fluctuation under the interest rate scheme for different 

classes is permitted. The interest rate of interbank placements is determined by market. The Bank monitors 

the repricing maturity gap of the interest sensitive assets and liabilities of The Bank regularly through gap 

analysis system, adjusts the proportion of floating interest rate to fixed interest rate assets actively and thus 

manages the interest rate risk.

On balance sheet dates, the earlier of repricing day or maturity of the interest-bearing assets and liabilities 

of The Bank are summarized as follows:

				    2008/12/31	
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Item	 Within 1 month	 1-3 months	 3 months-1year	 1-5 years	 over 5 years	 Non-interest-bearing	 Total

	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000

	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent

Assets

Cash and balances with 

 the Central Bank	 1,642,605	 -	 -	 -	 -	 153,011	 1,795,616

Due from banks	 419,524	 314,392	 136,692	 -	 -	 -	 870,608

Placement to banks 	 620,266	 -	 -	 -	 -	 -	 620,266

Held-for-trading financial assets	 -	 -	 -	 -	 -	 534	 534

Derivative financial assets	 -	 -	 -	 -	 -	 64,959	 64,959

Debt securities purchased under

resale agreements	 565,000	 -	 -	 -	 -	 -	 565,000

Interest receivable	 -	 -	 -	 -	 -	 56,686	 56,686

Loans and advances to customers	  2,888,328	 3,926,843	 1,082,307	 1,985,768	 1,354,399	 -	 11,237,645

Available-for-sale financial assets	 -	 -	 182,841	 283,041	 -	 -	 465,882

Other financial assets	 -	 -	 -	 -	 -	 5,123	 5,123

Financial assets total	 6,135,723.	 4,241,235	 1,401,840	 2,268,809	 1,354,399	 280,313 	 15,682,319

Liabilities

Due to banks	 200,071	 522,400	 -	 -	 -	 -	 722,471

Taking from banks	 107,686	 265,591	 229,857	 -	 -	 -	 603,134

Customer deposits	 6,320,383	 2,251,019	 3,155,820	 357,419	 250	 -	 12,084,891

Debt securities sold under

repurchase agreements	 450,000	 -	 -	 -	 -	 -	 450,000

Interest payable	 -	 -	 -	 -	 -	 91,196	 91,196

Derivative financial liabilities	 -	 -	 -	 -	 -	 29,045	 29,045

Other financial liabilities	 -	 -	 -	 -	 -	 206,987	 206,987

Financial liabilities total	 7,078,140 	 3,039,010 	 3,385,677	 357,419	 250	 327,228	 14,187,724

Net	 (942,417)	  1,202,225	 (1,983,837)	 1,911,390	 1,354,149	 (46,915)	 1,494,595

(2) Interest rate risk - continued

				    2007/12/31	

Item	 Within 1 month	 1-3 months	 3 months-1year	 1-5 years	 over 5 years	 Non-interest-bearing	 Total

	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000

	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent	 Equivalent

Assets

Cash and balances with 

 the Central Bank	 1,648,925	 -	 -	 -	 -	 127,008	 1,775,933

Due from banks	 559,403	 -	 255,661	 -	 -	 -	 815,064

Placement to banks 	 150,792	 78,009	 122,301	 -	 -	 -	 351,102

Held-for-trading financial assets	 -	 -	 -	 -	 -	 553	 553

Derivative financial assets	 -	 -	 -	 -	 -	 3,874	 3,874

Debt securities purchased under 

resale agreements	 1,001,830	 -	 -	 -	 -	 -	 1,001,830

Interest receivable	 -	 -	 -	 -	 -	 42,957	 42,957

Loans and advances to customers	 3,746,243 	 2,435,958	 716,341	 1,064,439	 1,663,015	 -	 9,625,996 

Available-for-sale financial assets	 -	 -		  208,658	 -	 -	 208,658

Held-to-maturity investments	 -	 49,679	 213,522	 -	 -	 -	 263,201

Other financial assets	 -	 -	 -	 -	 -	 11,915	 11,915

Financial assets total	 7,107,193	 2,563,646	 1,307,825	 1,273,097	 1,663,015	 186,307	 14,101,083

Liabilities

Due to banks	 125,515	 -	 665,200	 -	 -	 -	 790,715

Taking from banks	 820,905	 726,454	 738,292	 -	 -	 -	 2,285,651

Customer deposits	 7,395,355	 1,383,773	 231,541	 343	 -	 -	 9,011,012

Debt securities sold under

repurchase agreements	 394,300	 -	 -	 -	 -	 -	 394,300

Interest payable	 -	 -	 -	 -	 -	 58,972	 58,972

Derivative financial liabilities	 -	 -	 -	 -	 -	 26,598	 26,598

Other financial liabilities	 -	 -	 -	 -	 -	 259,349	 259,349

Financial liabilities total	 8,736,075	 2,110,227	 1,635,033	 343	 -	 344,919	 12,826,597

Net	 (1,628,882)	 453,419	 (327,208)	 1,272,754	 1,663,015	 (158,612)	 1,274,486

Interest rate sensitivity analysis 

The following sensitivity analysis is based on the interest rates gap between the interest bearing assets such 

as cash and balances with the Central Bank; due from banks and other financial institutions; loans and other 

receivables etc and interest bearing liabilities such as customer deposits etc as of the balance sheet date, 

The upward and downward floating within 50 basis points is used by management in evaluating the possible 

changes in interest rates and the corresponding interest rate risks. 

The following table illustrates the impact of the increase or decrease of the yield rate of all currencies by 50 

basic points in parallel on the net profit and capital reserve of the Bank, based on the structure of earning 

assets and interest-bearing liabilities on the balance sheet day.

	                        2008		  2007

Interest Floating	 Net profit	 Capital reserve	 Net profit	 Capital reserve

	 RMB ’000	 RMB ’000	 RMB ’000	 RMB ’000

	 Equivalent	 Equivalent	 Equivalent	 Equivalent

Appreciate by 50 basic points	 11,641	 257	 12,455	 -

Depreciate by 50 basic points	 (11,641)	 (257)	 (12,455)	 -

The above impact on net profit includes the impact of change in net interest income.

The analysis of the impact of net interest is based on the standardization framework of weight factors in 

the appendix of “Principles for the Management and Supervision of Interest Rate Risk” (July 2004) issued 

by The Basel Committee on Banking Supervision. Such factors are determined based on the assumption 

that the Bank can continue to obtain the net interest income calculated with the changed interest rate after 

the repricing date.

(IV) Market risks - continued

(2) Interest rate risk - continued

Interest rate sensitivity analysis - continued

The Bank believes the assumption does not represent The Bank’s policy on use of funds and interest rate 
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risk management. As a result, the above impact may be different from the real situation.

55.	 FAIR VALUE OF FINANCIAL INSTRUMENTS

When determining the fair value of financial instruments, the Bank considers the market price as the best 

approximation of the fair value of the financial instruments for which there is an active market. For financial 

instruments of which the market does not exist, the Bank adopts current value or other valuation techniques to 

determine the fair value of these financial assets and financial liabilities (details please refer to note 5).

The Bank’s financial assets include cash, held-for-trading financial assets, time deposit, available-for-sale 

financial assets, held-to-maturity investments and etc.

The following table illustrates the fair value information of financial assets and liabilities held by the Bank:	

	 2008/12/31	 2007/12/31	

Item	 Book value	 Fair value	 Book value	 Fair value

	 RMB	 RMB	 RMB	 RMB

	 Equivalent	 Equivalent	 Equivalent	 Equivalent

Cash and balances with

Central Bank	 1,795,616,407.89	 1,795,616,407.89	 1,775,932,969.41	 1,775,932,969.41	

Due from banks	 870,608,305.22	 870,608,305.22	 815,064,424.43	 815,064,424.43	

Placement to banks 	 620,265,683.26	 620,265,683.26	 351,102,270.51	 351,102,270.51	

Held-for-trading financial assets	 533,773.92	 533,773.92	 553,244.20	 553,244.20	

Interest receivable	 56,686,166.30	 56,686,166.30	 42,956,939.13	 42,956,939.13	

Loans and advances to customers	 11,237,645,640.19	 11,237,645,640.19	 9,625,995,588.22	 9,625,995,588.22

Derivative financial assets	 64,958,902.64	 64,958,902.64	 3,874,281.58	 3,874,281.58	

Debt securities purchased under

resale agreements	 565,000,000.00	 565,000,000.00	 1,001,830,000.00	 1,001,830,000.00

Available-for-sale financial assets	 465,881,730.00	 465,881,730.00	 208,658,054.07	 208,658,054.07	

Held-to-maturity investments	 -	 -	 263,201,362.33	 262,494,490.80

Other financial assets	 5,122,428.37	 5,122,428.37	 11,914,640.00	 11,914,640.00

Financial assets total	 15,682,319,037.79	 15,682,319,037.79	 14,101,083,773.88	 14,100,376,902.35	

Due to banks	 722,470,755.54	 722,470,755.54	 790,714,595.34	 790,714,595.34

Taking from banks	 603,133,966.87	 603,133,966.87	 2,285,650,582.50	 2,285,650,582.50

Debt securities sold under

repurchase agreements	 450,000,000.00	 450,000,000.00	 394,300,000.00	 394,300,000.00

Customer deposits	 12,084,890,921.25	 12,090,238,824.11	 9,011,012,272.32	 9,009,864,132.65

Derivative financial liabilities	 29,044,648.25	 29,044,648.25	 26,598,079.86	 26,598,079.86

Interest payable	 91,196,853.34	 91,196,853.34	 58,971,845.12	 58,971,845.12

Other financial liabilities	 206,986,771.89	 206,986,771.89	 259,348,666.84	 259,348,666.84

Financial liabilities total	 14,187,723,917.14	 14,193,071,820.00	 12,826,596,041.98	 12,825,447,902.31

56.	 COMPARATIVE FIGURES

Comparative figures in financial statement of year 2007 have been appropriately adjusted according to Note 6. 

Besides, certain comparative figures are restated to confirm to the 2008’s presentation.

*     *     END OF FINANCIAL STATEMENTS     *     *
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