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Management Discussion and Analysis

RESULTS OVERVIEW

Sun Hung Kai & Co. Limited (the “Company”), together with its subsidiaries (the "Group”), is
pleased to report another solid set of results for the six months ended 30 June 2011. During
this period, the Group's revenue totalled HK$1.7 billion, an increase of 18% over the same
period in 2010. Profit before taxation was HK$929.3 million (2010: HK$762.7 million), and profit
attributable to the owners of the Company amounted to HK$601.3 million, a commendable
increase of 22% over the first half of 2010.

The improved set of results was mainly driven by continued growth in the Group’s loan books
across margin finance, structured finance and consumer finance, as well as fee income increase
in the Capital Markets (formerly Corporate Finance) segment.

The Board of Directors of the Company (the “Board” or the “Directors”) has recommended
paying an interim dividend of HK10 cents per share (2010: HK10 cents) for the period.

MARKET REVIEW

During the period under review, global markets continued to be affected by the lacklustre
rebound in US economic growth, the ongoing European debt crisis, and Japan's massive
earthquake in March 2011. Nevertheless, high energy prices and looming inflation necessitated
increases in interest rates in a number of countries, including China, the Euro-zone, Brazil and
India.

In China, CPI growth more than doubled to 6.4% year-on-year in June 2011. In this situation,
government policy sought to strike a balance between maintaining growth and taming
inflation. The benchmark one-year deposit rate was raised twice by a total of 50 bps to 3.25%,
while the reserve requirement ratio for banks was raised six times to a high of 21.5%. Liquidity
tightened in both the Hong Kong and Mainland China markets.

For Hong Kong, real GDP growth eased to 5.1% year-on-year in the second quarter of 2011
from 7.2% year-on-year for the first three months. Unemployment fell, staying below the 4%
mark seasonally adjusted throughout the first half of 2011. However inflation surged, with CPI
growth almost doubling to 5.6% year-on-year over the six months to June 2011. Increases were
also seen in property prices, with the Centaline Property Centa-City Index rising 12.5% to 98.42
for May 2011. The Hong Kong government responded by introducing a series of measures,
including higher down payments on apartments. Bank mortgage rates increased, with HSBC
hiking its rate to HIBOR plus 1.5%-2.0% by the end of the period under review.
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Local equity markets lacked direction for much of the first half of 2011, ending the six months
a bit weaker overall. Hong Kong's Hang Seng Index (“HSI") peaked at 24,419 in January 2011, hit
alow of 21,599 in June, and closed at 22,398, a fall of 2.8% overall for the six months. The Hang
Seng China Enterprises Index (“HSCEI") peaked at 13,684 in April, but overall fell slightly by
0.9% over the same six months. Trading activity in the Hong Kong market was moderate, with
average daily turnover of HK$74 billion, steady compared with the second half of 2010. Retail
investor participation was relatively subdued. Retail brokers made up 39% of market trading
volume in the first half of 2011, compared with 43% during the second half of 2010.

BUSINESS REVIEW

Against this backdrop, performance within the Group's five business segments was somewhat
mixed. However, the balance and diversity of our business model has enabled us to continue
delivering a steady growth in profit. With retail trading activity levels in the market relatively
subdued, market participants and corporate clients made greater use of our platform for
raising both debt and equity. This, coupled with strong existing relationships with our clients,
has led to increased demand for margin as well as structured financing solutions. The relatively
healthy Hong Kong and Mainland China economies also saw a marked increase in demand for
consumer finance loans. As at June 2011, the Group’s total gross loans outstanding (including
consumer finance, margin finance and secured term loans) amounted to HKS$13.2 billion,
increasing from HKS$11.2 billion at the end of 2010. The resulting increase in overall interest
income more than offset the decline in commission income.

Wealth Management and Brokerage

The segment’s revenue and contribution to pre-tax earnings were HK$551.3 million and
HK$207.3 million respectively, increases of 7% and 42% from the same period last year. The
main driver was the growth in interest income from the Group’s margin finance loan book. In
a period where there was generally tighter liquidity in the equities market, demand for margin
loans was robust. At the end of June 2011, the Group’s margin finance loan balance was
HK$5.2 billion, up from HK$4.5 billion at the end of 2010. Interest income from the loan book
increased by 45% on a year-on-year basis to HK$237.3 million.

With relatively subdued trading by retail investors, the segment’s revenue excluding interest
income declined 11% during the first half of 2011. Hong Kong shares secondary trading
accounted for 48% of total commissions. Management believes that the longer term model for
fee income growth lies in product diversification and client segmentation.




Management Discussion and Analysis

In February 2011, a strategic alliance was formed with EK Immigration Consulting Limited,
a market leader in immigration consulting, to service investors applying for the Hong Kong
Capital Investment Entrant Scheme (“CIES”). In October 2010, the government had raised
the net equity requirement of the scheme to HK$10 million and suspended real estate as
an investment asset. These changes created new opportunities for wealth management
companies. Progress has been satisfactory on CIES client acquisition. To date, the total AUM
under CIES exceeded HKS1 billion, an increase of 40% from 2010. As the market adjusts to the
new requirements, applications are expected to increase further.

In March 2011, we successfully launched SHK Private, a signature account under the Sun Hung
Kai Financial umbrella, aiming to further expand and segment the Group’s clients by offering
differentiated premium wealth management services, an area which has traditionally been
dominated by international private banks.

A new dedicated branch has been set up in 18 Hysan Avenue with distinct branding and
team of investment consultants. Three months into the business this unit is already close to
breakeven, which is encouraging given the substantial costs of establishing any new platform.
Currently the team has about 25 investment consultants and the target is to double the
number of investment consultants in the near future. A full range of personalised premium
products and services are offered to this new client segment in creating, accumulating and
protecting their wealth.

In May, SHK MasterChoice Discretionary Portfolio Management Services was launched and
became available exclusively to Sun Hung Kai Financial customers. It is managed by SHK Fund
Management Limited, with Look's Asset Management Limited (“Look’s Asset Management”)
appointed as the investment adviser. This service caters for a growing class of high net worth
investors demanding discretionary portfolio management services, with the benefit of advice
from a prominent investment adviser.

Whilst product and service innovation continues at Sun Hung Kai Financial, the Group
also intends to expand our team of investment consultants. A recruitment campaign is
underway, with the Group’s open product platform, innovation and strong brand appealing to
entrepreneurial sales professionals. This should be an important growth driver for the Group
as our cost base is highly scalable and any net new addition should benefit the bottom line
directly.
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Capital Markets

The Capital Markets segment captures the Group's businesses that provide equity and debt
fundraising solutions to our corporate and institutional clients. The segment includes the
Group's corporate finance, structured lending, equity capital markets, and corporate and
institutional sales businesses.

Revenue from this business segment reached HK$181.8 million, a strong 52% increase
from HK$119.3 million in the same period last year. However, contribution to pre-tax profit
amounted to HKS$110.6 million (2010: HK$156.3 million). The drop in profit is attributable to
unrealised mark-to-market losses on positions resulting from underwriting activities during the
period.

The Corporate Finance unit had an encouraging first half. For the Hong Kong market as a
whole, total funds raised in the first six months of 2011 amounted to HK$300 billion, a strong
year-on-year increase of 79%, but only half the amount raised during the second half of 2010.
The share price performance of IPOs in the first half was also mixed, reflecting increased
caution among investors. Although fundraising conditions have generally tightened since the
very strong second half of 2010, the Group has performed well as it continues to build up its
reputation in the mid to small-cap corporate sector. During the first half of 2011, the unit was
involved in over 10 IPO-related transactions, three placing exercises and four financial advisory
services. The segment’s revenue excluding interest income saw an increase of 24%, reflecting a
satisfactory growth in fee income.

The Group's structured credit unit has benefited from generally tighter equity fundraising
conditions. The structured loan book reached HKS$1.1 billion, up from HK$705 million at the
end of 2010, with interest income almost doubling to HK$95.9 million. The ability to fund our
corporate customers will further enhance the Group's relationships and potentially result in
future corporate finance transactions.

Asset Management

The Group's asset management segment posted a net loss of HK$6.5 million during the first
half of the year. This result takes into account unrealised mark-to-market valuations of various
investments into affiliated funds. The total assets under management (including affiliated
funds) as at 30 June 2011 amounted to US$453 million.




Management Discussion and Analysis

One of the Group's strategic objectives is to build its funds platform through strategic tie-ups
and alliances with counterparties that will assist in accelerating our growth as well as build our
expertise in the sector. In this context, Sun Hung Kai Financial launched the SHK MasterChoice
Discretionary Portfolio Management Service in May 2011, appointing Look’s Asset Management
as the investment adviser. The service combines SHK Fund Management'’s investment portfolio
management expertise with the professional advice of Look’s Asset Management to customise
investment portfolios for our clients.

Consumer Finance

The Group's consumer finance business, operating under United Asia Finance Limited (together
with its subsidiaries, "UAF"), performed satisfactorily in the first half of 2011 delivering another
set of record interim profits, mainly driven by strong growth in the Mainland China loans
business.

Revenue overall increased by 22% to HK$961.9 million as a result of 130% revenue growth in
Mainland China and 8% revenue increase in Hong Kong. Contribution to pre-tax profit from
the consumer finance segment amounted to HK$439.7 million (2010: HK$385.3 million), after
an amortisation charge on intangible assets of HK$86.5 million incurred from the Group's
acquisition of UAF five years ago.

At the end of the period, gross consumer finance loans amounted to HK$6.9 billion (31
December 2010: HK$5.9 billion). Total impairment charges dropped to HK$124.3 million (2010:
HKS$142.0 million), benefiting from a continued robust labour market in Hong Kong as well as
an improvement in our credit control both in Hong Kong and Mainland China.

The growth in loan businesses in Mainland China accelerated during the period with the gross
principal balance breaking the HKS1 billion mark at the end of the period (about 15% of UAF's
total). Five more branches were added in Shenzhen, and one more in Shenyang. Loan business
also commenced in Yunnan province, and Dalian, in March 2011. A total of 40 branches in
Mainland China, consisting of 33 in Shenzhen, two in Shenyang, and one each in Chongging,
Tianjin, Chengdu, Kunming, and Dalian, were in operation at the end of the period.

The launch of loan businesses outside Shenzhen has seen start-up costs increase. Other than
these initial costs, expenses have been well managed. Performance of the loan businesses in
the new cities outside Shenzhen has been encouraging, returning a profit after around nine
months of operation. As UAF starts to add branches within the new cities, profitability for the
Mainland China business should continue to increase. The Group is also pleased that UAF has
obtained a licence to start a loan business in Beijing, and a subsidiary (with a local partner
holding 20% stake) is being formed for its imminent launch. UAF is optimistic that more
licenses will be obtained in due course.
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UAF's Hong Kong businesses continued to progress well with two new branches opened
during the period. Gross principal loan balances in Hong Kong grew by 15% during the first
half of 2011. UAF had a total of 45 branches in Hong Kong at the end of the period.

To fund the rapid expansion of UAF in Mainland China, UAF has established a US$3 billion
Medium Term Note programme and in April 2011 issued a RMB500 million three-year bond
under this programme at a rate of 4%. This serves to match our RMB funding needs for the
anticipated loan growth in China.

Principal Investments

During the first half of 2011, this segment recorded a profit of HK$166.4 million, versus a loss of
HKS$140.4 million during the first half of 2010. The substantial improvement was mainly due to
the lack of any accounting impact from the Tian An restructuring as was the case last year. In
addition, with the relocation of the Sun Hung Kai Financial businesses to The Lee Gardens last
year, approximately 27,000 out of 32,000 square feet (saleable area) of the Group's self-owned
office space in Admiralty has been reclassified as investment properties during the first half of
2011. A HKS$126.9 million gain was recorded from the revaluation of the Group's investment
property portfolio during the first half of 2011.

In order to better reflect the underlying performance of the Group's different business
segments, short-term gains or losses from financial assets under the Group's proprietary
investment portfolio have been reclassified from the Wealth Management and Brokerage
segment to Principal Investments. The effect and comparison of the reclassification is further
explained in Note 4 to the condensed consolidated financial statements.

We will continue to focus on investments that potentially generate attractive returns for the
Group and at the same time deliver synergies with the Group's four other business segments.

OUTLOOK

Various factors, including the ongoing sovereign debt crisis in Europe, and the downgrade of
US sovereign debt, have led to increased volatility in global financial markets of late. Whilst it is
difficult to assess the impact on the Group's five business segments at this stage, management
is confident that, with our balanced portfolio of businesses and strong balance sheet, we
are well positioned to capitalise on the gradual but continued liberalisation of the Chinese
financial industry. The Group remains vigilant on costs and will continue to take a prudent
approach as we seek opportunities for sustained growth.
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FINANCIAL REVIEW

Financial Resources and Gearing Ratio

As at 30 June 2011, the equity attributable to owners of the Company amounted to
HKS$11,791.7 million, representing an increase of HK$432.7 million or approximately 4% from 31
December 2010.

The Group continued to maintain a strong cash position and had short-term bank deposits,
bank balances and cash amounting to HK$2,879.4 million (at 31 December 2010: HK$2,510.1
million). The Group's total bank and other borrowings, short-term loans due to fellow
subsidiaries, bonds and the financial liabilities element of mandatory convertible notes
amounted to HK$7,095.6 million (at 31 December 2010: HK$5,118.2 million). Of this, HK$3,161.6
million (at 31 December 2010: HK$2,488.8 million) is repayable within one year, and HK$3,934.0
million (at 31 December 2010: HK$2,629.4 million) is repayable after one year.

The Group's liquidity, as demonstrated by the current ratio (current assets/current liabilities)
decreased to 3.0 times as at 30 June 2011 (at 31 December 2010: 3.2 times).

The Group's gearing ratio (calculated on the basis of the Group’s total bank and other
borrowings, short-term loans due to fellow subsidiaries, bonds and financial liabilities element
of mandatory convertible notes over the equity attributable to owners of the Company) was
approximately 60% as at 30 June 2011 (at 31 December 2010: approximately 45%).

Capital Structure, Bank Borrowings and Exposure to Fluctuations in Exchange
Rates

During the period ended 30 June 2011, the appointed trustee of the SHK Employee Ownership
Scheme (“EOS") acquired 2.0 million shares of the Company through purchases on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) for the shares awarded under the
scheme. The Company also issued 0.9 million shares under the 2010 final scrip dividend
scheme. Details regarding share capital are set out in Note 17 to the condensed consolidated
financial statements.

Other than the bonds, the financial liability element of mandatory convertible notes, and
secured installment loans or those borrowings repayable over one year as shown in Note 14 to
the condensed consolidated financial statements, the Group’s bank and other borrowings and
short-term loans due to fellow subsidiaries were on a short-term basis and in HK dollars and
Renminbi as at 30 June 2011. They were charged at floating interest rates. There are no known
seasonal factors in the Group's borrowing profiles.

The Group is required to maintain foreign currency exposures to cater for its present and
potential investment activities and recurring operating activities, meaning it will be subject to
reasonable exchange rate exposure. The Group closely monitors this risk.
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Material Acquisitions and Disposal of Subsidiaries, Associates and Jointly
Controlled Entities

There were no material acquisitions or disposals of subsidiaries, associates or jointly controlled
entities during the period.

Segment Information

Detailed segment information in respect of the revenue and profit or loss is shown in Note 4
to the condensed consolidated financial statements.

Charges on Group Assets

Listed shares held by the Group with an aggregate value of HK$89.2 million were pledged
for bank loans and overdrafts. Properties of the Group with a total book value of HK$604.0
million were pledged by subsidiaries to banks for installment loans granted to them with a
total outstanding balance of HK$154.7 million as at 30 June 2011. The entire share capital of a
wholly-owned subsidiary, UAF Holdings Limited, was also pledged as a share mortgage for the
bonds issued by the Group.

Contingent Liabilities

Details regarding the contingent liabilities are set out in Note 20 to the condensed
consolidated financial statements.

HUMAN RESOURCES, LITIGATION AND MANAGEMENT OF RISKS
REVIEW

Human Resources and Training

As at 30 June 2011, the Group's headcount stood at 2,901 (including Investment Consultants),
representing an approximate increase of 32.3% as compared with 30 June 2010. The bulk of
the increase stemmed from UAF's business expansion in Hong Kong and Mainland China. Staff
costs (including Directors’ emoluments), contributions to retirement benefit schemes and
expenses recognised for the EOS amounted to approximately HK$317.5 million (2010: HK$232.1
million).

The Group operates different compensation schemes to reflect different job roles within the
organisation. For sales staff and investment consultants, the package may consist of a base
pay and commission/bonus/incentive or alternatively, may consist of commission/incentive.
For non-sales staff, the compensation comprises either a base salary with discretionary bonus/
share-based incentive or base salary, as appropriate.
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Under the EOS, which was formally adopted on 18 December 2007, selected employees
or directors of the Group (the “Selected Grantees") were awarded shares of the Company.
Following management’s recommendation, a total of 1,758,000 shares were granted to the
Selected Grantees from April 2011 to June 2011 subject to various terms including, amongst
other things, the vesting scale whereby awarded shares will vest and become unrestricted
over a three-year period. As at 30 June 2011, the outstanding awarded shares under the EOS
(excluding shares awarded, but subsequently forfeited) amounted to 2,877,000, out of which
353,000 shares were awarded to Directors.

The Group continued to attract, motivate and retain talent through various initiatives including
investment in talent development by providing a series of in-house training and development
programmes to frontline sales and employees. Training and development programmes are
designed to enhance the skills and competencies of our people, aiming at fostering career
development as well as fulfilling the Group’s business needs.

Litigation

(@ On 14 October 2008, a writ of summons was issued by Sun Hung Kai Investment Services
Limited (“SHKIS") in the High Court of Hong Kong against Quality Prince Limited, Allglobe
Holdings Limited, the Personal Representative of the Estate of Lam Sai Wing, Chan
Yam Fai Jane (“Ms. Chan") and Ng Yee Mei ("Ms. Ng"), seeking recovery of (a) the sum of
HK$50,932,876.64; (b) interest; (c) legal costs; and (d) further and/or other relief. Having
sold collateral for the partial recovery of the amounts owing, SHKIS filed a Statement
of Claim in the High Court of Hong Kong on 24 October 2008 claiming (a) the sum of
HK$36,030,376.64; (b) interest; () legal costs; and (d) further and/or other relief. Summary
judgment against all the defendants was granted by Master C Chan on 25 May 2009, but
judgment with respect to Ms. Chan and Ms. Ng only was overturned on appeal by the
judgment of Suffiad J dated 7 August 2009. SHKIS" appeal of that judgment to the Court
of Appeal was heard on 6 May 2010, and was dismissed. The trial will be heard on a date
to be fixed.

(b)  Details of proceedings relating to Chang Zhou Power Development Company Limited,
a Mainland PRC joint venture, are set out in Note 20 to the condensed consolidated
financial statements.
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Management of Risks

Policies and Procedures

The Group applies a comprehensive risk management framework. Risk management policies
and procedures are regularly reviewed and updated to reflect changes based on market
conditions and the Group’s business strategy. The Risk Management Committee ("RMC") is
a standing committee reporting to the Board of Directors. It helps to scrutinise risk-related
policies that promote proper monitoring and control of all major risks arising from the Group's
business activities, external changing risks and regulatory environment.

Financial Risk

The Group’s financial risk management is discussed and outlined in Note 22 to the condensed
consolidated financial statements, covering the areas of market risk (equity, interest rate and
foreign exchange risk), credit risk and liquidity risk.

Operational Risk

Operational risk is defined as the risk of losses resulting from inadequate or failed internal
processes, people or systems, or from external events. The Group also extends operational
risk to cover potential losses arising from legal and compliance breaches. Operational
risk is reduced and controlled through establishing robust internal controls, clear lines of
responsibility, proper segregation of duties and effective internal reporting and contingency
planning. It is our corporate culture that the business and operating line managements are
fully aware of and responsible for managing and reporting operational risks specifically related
to their business units on a day-to-day basis. There are periodic monitoring and ongoing
reviews conducted by Compliance and Internal Audit which act independently and report
regularly to the Group's senior management and, as appropriate, the Audit Committee of the
Board.

Reputational Risk

Reputational risk is the risk related to the trustworthiness of a business. Loss of trust can
lead to declines in the customer base, revenue erosion, costly litigation and destruction of
shareholder value and/or damage to the Company’s reputation as a whole. The Group has
adopted a comprehensive approach to managing reputational risks through sound corporate
governance practices. Group employees and sales personnel are provided with comprehensive
training; operating procedures manuals are regularly updated; and responsibilities and duties
are properly segregated with the internal control functions reporting directly to the Executive
Chairman and the Audit Committee.




14

Interim Dividend and Book Close

INTERIM DIVIDEND

The Board has declared an interim dividend of HK10 cents per share (2010: HK10 cents per
share) for the period under review. The interim dividend will be paid in the form of scrip,
with an option to elect cash in respect of part or all of such dividend (the “Scrip Dividend
Scheme”), to shareholders whose names appear on the register of members of the Company
on 21 September 2011. A circular giving full details of the Scrip Dividend Scheme and the
election form will be sent to shareholders as soon as practicable. The Scrip Dividend Scheme
is conditional upon the Listing Committee of the Stock Exchange granting the listing of and
permission to deal in the new shares of the Company to be issued. Dividend warrants and/or
share certificates for the scrip shares are expected to be sent to shareholders on or around 19
October 2011.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 19 September 2011 to 21
September 2011, both days inclusive, during which period no transfer of shares will be
registered. In order to qualify for the interim dividend, all transfer forms accompanied by the
relevant share certificates must be lodged with the Company’s registrar, Tricor Secretaries
Limited of 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong for
registration not later than 4:00 p.m. on 16 September 2011.
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As at 30 June 2011, the interests of Directors in the shares, underlying shares and debentures
of the Company and its associated corporations, within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO"), as recorded in the register required to be kept
under Section 352 of the SFO were as follows:—

(A) INTERESTS IN THE SHARES AND UNDERLYING SHARES OF
THE COMPANY

Number of Approximate %

shares and of the issued

Directors Capacity underlying shares share capital

Lee Seng Huang Interests of controlled 1,114,448,302 62.73%
corporation (wote 1) (Note 2)

Joseph Tong Tang Beneficiary of trust 236,000 0.01%
(Note 3(a))

Beneficial owner 170,000 0.01%
(Note 3(b))

Peter Anthony Curry Beneficiary of trust 117,000 0.006%
(Note 4)

Notes:

1. Mr. Lee Seng Huang, Director, together with Mr. Lee Seng Hui and Ms. Lee Su Hwei are
the trustees of Lee and Lee Trust, being a discretionary trust. Lee and Lee Trust together
with Mr. Lee Seng Hui indirectly owned approximately 53.32% interest in the issued share
capital of Allied Group Limited ("AGL") and was therefore deemed to have interests in the
shares of the Company in which AGL was interested.

2. This refers to the interest in 1,114,448,302 shares of the Company.
3. (@)  These include the deemed interests in:

(i) 22,000 unvested shares of the Company out of the total of 66,000 shares
granted to and accepted by Mr. Joseph Tong Tang on 6 May 2009 under the
EOS. Such awarded shares are subject to a vesting scale in tranches whereby
one-third thereof (i.e. 22,000 shares) was vested and became unrestricted
from 15 April 2010; another one-third thereof was vested and became
unrestricted from 15 April 2011; and the remaining one-third thereof shall be
vested and become unrestricted from 15 April 2012; .
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(i) 52,000 unvested shares of the Company out of the total of 78,000 shares
granted to Mr. Tong on 5 May 2010 under the EOS and accepted by him on
10 May 2010. Such awarded shares are subject to a vesting scale in tranches
whereby one-third thereof (i.e. 26,000 shares) was vested and became
unrestricted from 15 April 2011; another one-third thereof shall be vested
and become unrestricted from 15 April 2012; and the remaining one-third
thereof shall be vested and become unrestricted from 15 April 2013; and

(iii) 162,000 shares of the Company granted to Mr. Tong on 13 April 2011 under
the EOS and accepted by him on 19 April 2011. Such awarded shares are
subject to a vesting scale in tranches whereby one-third thereof shall be
vested and become unrestricted from 15 April 2012; another one-third
thereof shall be vested and become unrestricted from 15 April 2013; and the
remaining one-third thereof shall be vested and become unrestricted from
15 April 2014.

(b)  This represents 170,000 shares out of the 205,000 shares of the Company granted
under the EOS that were vested and became unrestricted.

4. These include the deemed interests in:

(i) 36,000 shares of the Company granted to and accepted by Mr. Peter Anthony Curry
under the EOS according to an offer letter dated 29 October 2010. Such awarded
shares are subject to a vesting scale in tranches whereby one-third thereof shall
be vested and become unrestricted from 1 November 2011; another one-third
thereof shall be vested and become unrestricted from 1 November 2012; and
the remaining one-third thereof shall be vested and become unrestricted from 1
November 2013; and

(i) 81,000 shares of the Company granted to Mr. Curry on 13 April 2011 under the
EOS and accepted by him on 19 April 2011. Such awarded shares are subject to a
vesting scale in tranches whereby one-third thereof shall be vested and become
unrestricted from 15 April 2012; another one-third thereof shall be vested and
become unrestricted from 15 April 2013; and the remaining one-third thereof shall
be vested and become unrestricted from 15 April 2014.
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(B) INTERESTS IN THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF ASSOCIATED CORPORATIONS

Numberof  Approximate %
sharesand  of the relevant

underlying issued share Amount of
Directors Associated corporations  Capacity shares capital debentures
Lee Seng Huang AGL Trustee 110,544,492 5331% -
(Note ) (other than a
bare trustee)
(Note2)
Allied Properties (HK) Interests of controlled 6,036,037,254 86.81% -
Limited ("APL') corporation (ote3) (Note 4)
Allied Overseas Limited ~ Interests of controlled 173262931 83.71% -
(A0L) corporation (ote s) (Note )
SHK Hong Kong Industries  Interests of controlled 2,952,869,606 71.81% -
Limited ("SHK HK Ind") corporation (ote7) (Note )
Swan Islands Limited Interests of controlled - - HK500,000,000
corporation (o) Note9)
JosephTongTang ~ APL Beneficial owner 120951 0.001% -
(Note 10)
Patrick Lee Seng Wei  AGL Beneficial owner 550,000 0.22% -
(Note 11)
APL Beneficial owner 3,240,000 0.05% -
(Note 12
Notes:

1. Mr. Lee Seng Huang, by virtue of his interests in AGL and APL, was deemed to be
interested in the shares of the subsidiaries of AGL (including SHK HK Ind, a listed
subsidiary of AGL) and APL (including AOL, a listed subsidiary of APL), which are
associated corporations of the Company as defined under the SFO.

A waiver application was submitted to the Stock Exchange for exemption from disclosure
of his deemed interests in the shares of such associated corporations of the Company in
this Report, and a waiver was granted by the Stock Exchange on 27 July 2011.
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2. Mr. Lee Seng Huang is one of the trustees of Lee and Lee Trust, being a discretionary
trust which indirectly owned 110,544,492 shares of AGL.

3. This refers to the same interests held directly or indirectly by AGL in APL.

4. These include interests in (i) 5,030,031,045 shares of APL; and (ii) listed physically settled
warrants of APL giving rise to an interest in 1,006,006,209 underlying shares of APL. The
warrants of APL entitle the holders thereof to subscribe at any time during the period
from 13 June 2011 to 13 June 2016 (both days inclusive) for fully paid shares of APL at an
initial subscription price of HKS2 per share (subject to adjustments).

5. This refers to the same interests held indirectly by APL in AOL.

6.  These include interests in (i) 144,385,776 shares of AOL; and (ii) listed physically settled
warrants of AOL giving rise to an interest in 28,877,155 underlying shares of AOL. The
warrants of AOL entitle the holders thereof to subscribe at any time during the period
from 4 March 2011 to 4 March 2016 (both days inclusive) for fully paid shares of AOL at
an initial subscription price of HK$5 per share (subject to adjustments).

7. This refers to the same interests held indirectly by AGL in SHK HK Ind.
8. This refers to the interest in 2,952,869,606 shares of SHK HK Ind.

9. This represents the outstanding amount of the bonds issued by Swan Islands Limited,
a wholly-owned subsidiary of the Company, to AG Capital Holding Limited, which is a
wholly-owned subsidiary of AGL, to partially settle the consideration for the acquisition
of UAF Holdings Limited as disclosed in the circular of the Company dated 30 June 2006.

10.  These include interests in (i) 100,793 shares of APL; and (ii) listed physically settled
warrants of APL giving rise to an interest in 20,158 underlying shares of APL. The
warrants of APL entitle the holders thereof to subscribe at any time during the period
from 13 June 2011 to 13 June 2016 (both days inclusive) for fully paid shares of APL at a
subscription price of HK$2 per share (subject to adjustments).

11, This refers to the interest in 550,000 shares of AGL.

12. These include interests in (i) 2,700,000 shares of APL; and (i) listed physically settled
warrants of APL giving rise to an interest in 540,000 underlying shares of APL. The
warrants of APL entitle the holders thereof to subscribe at any time during the period
from 13 June 2011 to 13 June 2016 (both days inclusive) for fully paid shares of APL at a
subscription price of HKS2 per share (subject to adjustments).
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All interests stated above represent long positions. As at 30 June 2011, none of the Directors
held any short positions in the shares, underlying shares of equity derivatives or debentures of
the Company.

Save as disclosed above, as at 30 June 2011, neither the Directors nor the chief executive of the
Company had any interests or short positions in the shares, underlying shares or debentures of
the Company or any of its associated corporations (within the meaning of Part XV of the SFO)
as recorded in the register required to be kept under Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 of the
Rules Governing the Listing of Securities on the Stock Exchange (“Listing Rules”).




20

Interests of Substantial Shareholders and Other Persons

As at 30 June 2011, the following shareholders had interests in the shares and underlying
shares of the Company as recorded in the register required to be kept under Section 336 of

the SFO (the "SFO Register”):

Number of Approximate %

shares and of the issued

Shareholders Capacity underlying shares share capital

APL Interests of controlled corporation 1,114,448,302 62.73%
(Note 1) (Note 2)

AGL Interests of controlled corporation 1,114,448.302 62.73%
(Note 3) (Note 4)

Lee and Lee Trust Interests of controlled corporation 1,114,448302 62.73%
(Note 5) (Note 4)

Dubai Ventures LL.C Beneficial owner 166,000,000 9.47%
("Dubai Ventures) (Note )

Dubai Ventures Group (LL.C) Interests of controlled corporation 166,000,000 9.47%
("'DVG") (Note 7) (Note 8)

Dubai Group (L.L.C) Interests of controlled corporation 166,000,000 9.47%
("Dubai Group") (Note 9) (Note §)

Dubai Holding Investments Interests of controlled corporation 166,000,000 9.47%
Group LLC ("DHIG") (Note 10) (Note )

Dubai Holding (L.L.C) Interests of controlled corporation 166,000,000 9.47%
("Dubai Holding") (Note 11) (Note §)

Dubai Group Limited ("DGL’) Interests of controlled corporation 166,000,000 9.47%
(Note 12) (Note 8)

HH Mohammed Bin Interests of controlled corporation 166,000,000 9.47%
Rashid Al Maktoum (Note 13) (Note §)

Penta Investment Advisers Investment manager 141,139,788 7.95%
Limited ("Penta”) (Note 14)
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Number of Approximate %

shares and of the issued

Shareholders Capacity underlying shares share capital

Asia Financial Services Group Interests of controlled corporation 409,920,000 23.40%
Limited ("AFSG") (Note 15) (Note 17)

CVC Capital Partners Asia Ill Interests of controlled Corporation 409,920,000 23.40%
Limited ("CVC Capital") (Note 16) (Note 17)

Ontario Teachers' Pension Beneficial owner 100,023,000 5.72%
Plan Board (Note 18)

Notes:

1. The interests were held by AP Emerald Limited (“AP Emerald”), a wholly-owned subsidiary of AP
Jade Limited which in turn was a wholly-owned subsidiary of APL. APL was therefore deemed
to have interests in the shares of the Company in which AP Emerald was interested.

2. This represents an interest in 1,114,448,302 shares of the Company held by APL through AP
Emerald.

3. AGL owned approximately a 72.34% interest in the issued share capital of APL and was
therefore deemed to have interests in the shares of the Company in which APL was interested.

4. This refers to the same interests in 1,114,448,302 shares of the Company held by AP Emerald.

5. Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang (a Director) are the trustees of Lee
and Lee Trust, being a discretionary trust. They together owned approximately 53.32% interest
in the issued share capital of AGL (inclusive of Mr. Lee Seng Hui's personal interest) and were
therefore deemed to have interests in the shares of the Company in which AGL was interested.

6.  This represents an interest in 166,000,000 shares of the Company.

7. DVG owned a 99% interest in the issued share capital of Dubai Ventures and was therefore
deemed to have an interest in the shares of the Company in which Dubai Ventures was
interested.

8. This refers to the interests in 166,000,000 shares of the Company held by Dubai Ventures.

9. Dubai Group owned a 99% interest in the issued share capital of DVG and was therefore
deemed to have an interest in the shares of the Company in which DVG was interested.
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10. DHIG owned a 51% interest in the issued share capital of Dubai Group and was therefore
deemed to have an interest in the shares of the Company in which Dubai Group was
interested.

11.  Dubai Holding owned approximately a 99.66% interest in the issued share capital of DHIG and
was therefore deemed to have an interest in the shares of the Company in which DHIG was
interested.

12. DGL owned a 49% interest in the issued share capital of Dubai Group. DGL was therefore
deemed to have interests in the shares of the Company in which Dubai Group was interested.

13. HH Mohammed Bin Rashid Al Maktoum owned approximately a 97.40% interest in the issued
share capital of Dubai Holding and was therefore deemed to have interests in the shares of the
Company in which Dubai Holding was interested.

14.  This includes interests in (i) 65,632,824 shares of the Company; and (ii) unlisted cash settled
derivatives of the Company giving rise to an interest in 75,506,964 underlying shares of the
Company.

15.  This represents an interest through two of its subsidiaries, Asia Financial Services Holdings
Limited and Asia Financial Services Company Limited ("AFSC").

16.  CVC Capital, through a wholly-owned subsidiary, owns 88% interest in AFSC and is therefore
deemed to have interest in the underlying shares of the Company in which AFSG was
interested.

17. This represents the deemed interests in the underlying shares arising pursuant to the
Subscription Agreement entered into between the Company as issuer and AFSC as investor
on 22 April 2010 whereby the Company issued and ASFC subscribed for (a) HK$1,708,000,000
in aggregate principal amount of the Mandatory Convertible Notes and (b) HK$427,000,000 in
face value of Warrants.

18.  This includes interest in (i) 100,000,000 shares of the Company; and (ii) short position in
unlisted cash settled derivatives of the Company giving rise to an interest in 23,000 underlying
shares of the Company.

Save as disclosed above, the afore-mentioned interests represent long positions and as at 30
June 2011, no other short positions were recorded in the SFO Register of the Company.

Save as disclosed above, as at 30 June 2011, the Directors are not aware of any other persons
who have interests or short positions in the shares, underlying shares of the Company or any
associated corporations (within the meaning of Part XV of the SFO) which would require to be
disclosed to the Company pursuant to Part XV of the SFO.
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CODE ON CORPORATE GOVERNANCE PRACTICES

During the six months ended 30 June 2011, the Company has applied the principles of, and
complied with, the applicable code provisions, of the Code on Corporate Governance Practices
(the "CG Code") as set out in Appendix 14 of the Rules Governing the Listing of Securities on
the Stock Exchange, except for certain deviations which are summarised below:

(a) Code Provision A.2.1

Code provision A.2.1 of the CG Code stipulates that the roles of the chairman and chief
executive officer ("“CEQ”") should be separate and performed by different individuals.
Under the current organisational structure of the Company, the functions of a CEO
are performed by the Executive Chairman, Mr. Lee Seng Huang, in conjunction with
the other two Executive Directors, Mr. Joseph Tong Tang and Mr. Peter Anthony Curry,
together with a senior executive, Mr. Rizal Wijono. The Executive Chairman oversees the
management of the corporate administrative functions, principal investments, as well
as the Group’s interest in UAF whose day-to-day management lies with its designated
Managing Director. Mr. Joseph Tong Tang acts as the CEO of Wealth Management,
Brokerage & Capital Markets and Mr. Peter Anthony Curry is also the Group Chief Financial
Officer. Asset Management is headed by Mr. Rizal Wijono.

The Board believes that this structure spreads the workload that would otherwise
be borne by an individual CEO, allowing the growing businesses of the Group to be
overseen by appropriately qualified and experienced senior executives in those fields.
Furthermore, it enhances communications and speeds up the decision-making process
across the Company. The Board also considers that this structure will not impair the
balance of power and authority between the Board and the management of the
Company. An appropriate balance can be maintained by the operation of the Board,
which holds at least four regular meetings a year to discuss business and operational
issues of the Group.
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(b) Code Provisions B.1.3 and C.3.3

Code provisions B.1.3 and C.3.3 stipulate that the terms of reference of the remuneration
committee and audit committee should include, as a minimum, those specific duties as
set out in the respective code provisions.

The Terms of Reference of the Remuneration Committee adopted by the Company are in
line with code provision B.1.3, except that the Remuneration Committee should review
(as opposed to determine under the code provision) and make recommendations to
the Board on the remuneration packages of Executive Directors only and not senior
management (as opposed to Executive Directors and senior management under the
code provision).

The Terms of Reference of the Audit Committee adopted by the Company are in
compliance with code provision C.3.3, except that the Audit Committee should (i)
recommend (as opposed to implement under the code provision) the engagement of the
external auditor to supply non-audit services; (ii) scrutinise (as opposed to ensure under
the code provision) whether management has discharged its duty to have an effective
internal control system; (iii) promote (as opposed to ensure under the code provision)
co-ordination between the internal and external auditors; and (iv) review (as opposed
to ensure under the code provision) whether the internal audit function is adequately
resourced.

The Board considers that the Remuneration Committee and the Audit Committee should
continue to operate according to their respective terms of reference adopted by the
Company. The Board will review the Terms of Reference at least once a year and make
appropriate changes if considered necessary.

Further details of the reasons for the above deviations are set out in the “Corporate Governance
Report” of the Company’s annual report for the financial year ended 31 December 2010.
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CHANGES IN DIRECTORS’ INFORMATION

The changes in Directors’ information as required to be disclosed pursuant to Rule 13.51(2) and
Rule 13.51B(1) of the Listing Rules are set out below:

For all Executive Directors
- Changes of emoluments of the three Executive Directors during the period have been
disclosed in the Corporate Governance Report of the Company’s 2010 Annual Report.

Mr. Goh Joo Chuan, Non-Executive Director

- Appointed as a director of Sino Emirates Chemical Ltd on 31 May 2011 and a director of
Tael One Partners Ltd on 14 April 2011. He also ceased to be a member of the Board of
Dubai First on 11 April 2011.

Mr. Leung Pak To, Non-Executive Director
- Ceased to be the Managing Director of Yung's Enterprise Holdings Limited on 18 March
2011,

Mr. Roy Kuan, Non-Executive Director

- Redesignated as a Non-Executive Director on 1 January 2011. Such appointment entitles
him to an annual Director’s fee of HK$11,000.

- Since 1 April 2010, Mr. Kuan has served as a Commissioner of PT Matahari Department
Stores Tbk in Indonesia.

Mr. Ho Chi Kit, Alternate Director to Mr. Roy KUAN
- Redesignated as an alternate to Mr. Roy KUAN on 1 January 2011. Such appointment is
not entitled to a Director’s fee.

Mr. David Craig Bartlett, Independent Non-Executive Director
- Appointed as an independent non-executive director of Allied Properties (H.K.) Limited
on 4 August 2011.

For all Independent Non-Executive Directors
- Annual consultancy fee increased by 10% as from year 2011.

CODE OF CONDUCT REGARDING SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as its code of conduct regarding securities
transactions by the Directors. All Directors have confirmed, following specific enquiries being
made by the Company, that they have complied with the required standard as set out in the
Model Code throughout the period under review.
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Purchase, Sale or Redemption of Securities

During the six months ended 30 June 2011, the Company repurchased a total of 49,000 shares
on the Stock Exchange at an aggregate consideration (before expenses) of HK$274,140. All the
repurchased shares were subsequently cancelled.

Particulars of the repurchases are as follows:

Aggregate

Number of shares Purchase price consideration

Month repurchased Highest Lowest (before expenses)
(HKS) (HKS) (HKS)

June 49,000 5.60 5.56 274,140

The repurchases were made for the benefit of the Company and its shareholders as a whole
with a view to enhancing the earnings per share of the Company.

Save as disclosed above, neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s shares during the six months ended 30 June 2011.
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Audit Committee Review

The Audit Committee of the Company has reviewed with management the accounting
principles and practices adopted by the Group and discussed internal controls and financial
reporting matters including a general review of the unaudited condensed consolidated
financial report for the six months ended 30 June 2011. In carrying out this review, the Audit
Committee has relied on a review conducted by the Group's external auditors in accordance
with Hong Kong Standard on Review Engagements 2410 "Review of Interim Financial
Information Performed by the Independent Auditor of the Entity” issued by the Hong Kong
Institute of Certified Public Accountants as well as reports obtained from management. The
Audit Committee has not undertaken detailed independent audit checks.

On behalf of the Board
Lee Seng Huang
Executive Chairman

Hong Kong, 24 August 2011
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Independent Review Report

TO THE BOARD OF DIRECTORS OF
SUN HUNG KAI & CO. LIMITED

INTRODUCTION

We have reviewed the interim financial information
set out on pages 58 to 100, which comprises the
condensed consolidated statement of financial
position of Sun Hung Kai & Co. Limited as of 30
June 2011 and the related condensed consolidated
income statement, statement of comprehensive
income, statement of changes in equity and
statement of cash flows for the six-month period
then ended and certain explanatory notes. The
Main Board Listing Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on
interim financial information to be in compliance
with the relevant provisions thereof and Hong Kong
Accounting Standard (“HKAS") 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of
Certified Public Accountants. The directors are
responsible for the preparation and presentation of
this interim financial information in accordance with
HKAS 34. Our responsibility is to express a conclusion
on this interim financial information based on our
review, and to report our conclusion solely to you,
as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to
any other person for the contents of this report.
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SCOPE OF REVIEW

We conducted our review in accordance with Hong
Kong Standard on Review Engagements 2410
“Review of Interim Financial Information Performed
by the Independent Auditor of the Entity” issued
by the Hong Kong Institute of Certified Public
Accountants. A review of interim financial information
consists of making enquiries, primarily of persons
responsible for financial and accounting matters, and
applying analytical and other review procedures. A
review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards
on Auditing and consequently does not enable us
to obtain assurance that we would become aware
of all significant matters that might be identified in
an audit. Accordingly, we do not express an audit
opinion.

CONCLUSION

Based on our review, nothing has come to our
attention that causes us to believe that the interim
financial information is not prepared, in all material
respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong, 24 August 2011
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: S A
Condensed Consolidated LRSS
Income Statement W 2= BR
Six months ended
NMERZEER
30.6.2011 30.6.2010
Unaudited Restated
RICERZ =27l
Notes HKS$ Million HKS Million
BEE BEBT BEAT
Revenue * W 2> 1,743.9 1,478.7
Other income HaUgA 145.8 1191
Total income BT S 1,889.7 1,597.8
Brokerage and commission FCE RN
expenses AeEH (104.7) (103.2)
Direct cost and operating BEKAR
expenses KEeEH (130.3) (145.7)
Administrative expenses EIEER (565.4) (446.1)
Bad and doubtful debts REEAR (56.1) (42.1)
Finance costs RUE R A (74.2) (50.6)
Other expenses HEibEA 5 (41.5) (94.8)
917.5 7153
Loss on disposal of a listed HeE— FREEE AT
associate fE518 - (159.3)
Share of results of associates il NG 10.7 203.8
Share of results of jointly Fir il AZE A &)
controlled entities E45 1.1 29
Profit before taxation BB Al S 5 929.3 762.7
Taxation I8 6 (168.8) (130.0)
Profit for the period AREE 760.5 632.7
Profit attributable to: FEAG A -
- Owners of the Company — RNAFIPRE 601.3 492.1
- Non-controlling interests — FEIER I R 159.2 140.6
760.5 632.7
Earnings per share BRRAEF 8
— Basic (HK cents) — ER B 28.4 28.1
- Diluted (HK cents) — &g (B 28.4 28.1

*  Revenue is also the Group's turnover. * WS AEBLERE -



Sun Hung Kai & Co. Limited « Interim Report 2011
HBEERAF o HAEEE2011

Condensed Consolidated GLEESS
Statement of Comprehensive Income 2 [ Y % ik

Six months ended

NEBHEEE
30.6.2011 30.6.2010
Unaudited Unaudited
RIBEZ RESEZ
HK$ Million HKS Million
BEERT EX-Scw
Profit for the period AHER R 760.5 632.7
Other comprehensive income Hib2mls
Available-for-sale investments At ERE
— Net fair value changes during —RER
the period N EEEFE 4.5 @
— Reclassification adjustment to — R EREE SR
profit or loss on disposal Eboibak E kS (1.5) (04)
3.0 (2.5)
Exchange differences arising on PFrEGINETE R
translating foreign operations E N =R 47.1 1.8
Reclassification adjustment to profitor ~ FEEM B A FEZE
loss on liquidation of subsidiaries W BRH B 3T 0 SR - 6.7)
Reclassification adjustment to P E — L A Al
profit or loss on disposal of BEWEENETHE
a listed associate A - (320.5)
Reclassification adjustment to profit BE — HREHA A6
or loss on liquidation of a jointly BREWRRENEN S
controlled entity HEE:S (0.2) -
Revaluation gain on properties RERYEEYER
transferred from property and REEREMER
equipment to investment properties iR 146.0 54
Share of other comprehensive ikl /NG =)
expenses of associates EtEmETd - 21
Deferred tax relating to components Eh 2R ERAARK IS
of other comprehensive income Z BRI IA (24.1) (0.4)
Other comprehensive income R TRIBE 2 REEAD
(expenses) for the period, net of tax ZEME () 171.8 (315.0)
Total comprehensive income for NER R E N
the period k) 932.3 317.7
Total comprehensive income FEhEmkes
attributable to: i
— Owners of the Company — AR RIRRER 754.7 1727
- Non-controlling interests — FEIER R R 177.6 145.0
932.3 317.7
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Condensed Consolidated IELEE '(\é‘
Statement of Financial Position ~ B ¥k &

30.6.2011 31.12.2010
Unaudited Audited
REER K=z
Notes HKS$ Million HKS Million
M5t BHEBT BEBT
Non-current Assets RBEE
Investment properties wEYE 9 645.7 2884
Leasehold interests in land HE TR 10.0 10.0
Property and equipment S EYSET 218.6 2746
Intangible assets mpAE 1,105.6 1,186.7
Goodwill [EE 2,384.0 2,384.0
Interest in associates i l/NI L ey 68.2 56.6
Interest in jointly controlled ,ﬁﬂ 72 |
entities NAEm 116.5 1164
Available-for-sale investments Efﬁi\ﬂj%?ﬁﬁ 10 340.0 292.1
Statutory deposits EEEE 108.0 508
Deferred tax assets RIEHIEEE 91.5 94.1
Amounts due from associates i /NE DN S 56.2 56.2
Loans and advances to LAMBEFER R
consumer finance customers R 2,674.9 2,291.9
Deposits for acquisition of BEMHER
property and equipment and HEsme R
other receivables H1th RIS BR 28.4 334
Financial assets at fair value FHBWRRZR AT E
through profit or loss FIBREV BT TS & = 12 200.1 -
8,047.7 7,135.2
Current Assets RENEE
Trade and other receivables & HAth FEURBR 11 7,482.9 6,676.4
Loans and advances to consumer fL)\ﬁﬂ&%?‘ BR K
finance customers 2R 3,842.5 3,1726
Financial assets at fair value BRWERIEATFE
through profit or loss BRI TS E E 12 688.5 641.5
Amounts due from associates B2 X BRBR 1.1 14.1
Taxation recoverable RS FR 18 1.8 14
Cash, deposits and cash e Tk
equivalents REZEEY 13 2,879.4 2,510.1

14,896.2 13,016.1




Sun Hung Kai & Co. Limited « Interim Report 2011
HBEERAF o HAEEE2011

30.6.2011 31.12.2010
Unaudited Audited
REER KTz
Notes HKS$ Million HKS Million
B3 BHEBT BEBT
Current Liabilities REEE
Bank and other borrowings SRIT R HAERK 14 (2,366.2) (1,693.8)
Trade and other payables 48 I B Ath FE{ST BR 15 (1,487.1) (1,373.0)
Financial liabilities at fair value BRWERZATE
through profit or loss IR B EE (6.9) (6.3)
Mandatory convertible notes A IR R ER (32.7) (32.6)
Amounts due to fellow CES = NCIDN
subsidiaries and a holding company 2l A A1 B8R 16 (767.4) (766.4)
Amounts due to associates BN REER (8.7) (84)
Provisions i (41.9) (72.9)
Taxation payable JEASH R I8 (187.9) (105.1)
(4,898.8) (4,058.5)
Net Current Assets RBEEFE 9,997.4 8,957.6
Total Assets less Current BEER
Liabilities REBEE 18,045.1 16,092.8
Capital and Reserves BERK HE
Share capital B& A 17 355.3 355.1
Reserves G 11,436.4 11,003.9
Equity attributable to owners NN 3
of the Company E(EHERS 11,791.7 11,359.0
Non-controlling interests FEFE N T 2,041.5 1,863.9
Total Equity e B RE 13,833.2 13,222.9
Non-current Liabilities ERBERS
Bonds &H 18 1,038.7 500.0
Bank and other borrowings SRIT R HAERK 14 2,863.8 2,083.5
Mandatory convertible notes o i) 1t AT R AR R IR 31.5 459
Provisions A 11.3 1.3
Deferred tax liabilities BIERIBEEE 266.6 2292
4,211.9 2,869.9
18,045.1 16,092.8
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Condensed Consolidated BRRS
Statement of Changes in Equity BB E*

Attrbutable to owners of the Company
ANARREE

Equity Shares
clementof  heldfor  Employee

Capital ~ convertible ~ employee ~ share-based Non-
Share Share  redemption notesand  ownership compensation  Exchange  Revaluation Capital  Retained  Dividend controllng Total
apital  premium  reserve  warmants  scheme  reserve  reserve  reseve reserves  eamings resenve Total interests equity

TEBRER ARERS B

B OREEEN  BEHD a4ARR
Br BREME RERR  BEDR  GARD MOER  ENER EGBR AR REMA MRGR 4E AERER  maME
RS Wilion S ilion ~ HRS ilion  HRSWilon  HESlion S Milion S ilion  HKSilion  HRSWilion  HRSNilion RS Wilion S Mlion B Nilin ~ HKS ilon
BRER  EERT  EERT BEER  ERRER RERR EEAR BERT ERRR EEER BEER EERD TERT EEER

At January 2001 VALEIEIE 381 5480 583 16165 B 103 113 B 06 338 3196 113590 18639 1309
Prftfortheperiod it i) - - - - - - - - - 13 - 013 1502 TS
Othercompreensieincomefor - E42E

the perod e 1S 19 1534 84 18
Totd comprehensiencome for

the period 15 149 i3 3 b a3
Recogntonof equiyseted

shatebased payments 3 - - 3 - 3
Puchaseofsates hed for

e

Onnersip Scheme [UE] - - - - - - (123 - 13
Vesting of shares of

e ojee

Ownexhip Scheme 183 08 - - - (89)
Fine hvidends pad - - - - - - (132 (13) - (132
Intim chidends decared (g 18

Sharessted for
cip diidends
Shares reputchased and canceled

At30 June 201 R0 E6A%08
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Aerbutable to owmers ofthe Company

FRARREE
Shaes
heldfor  Employee
Gl emplojee  share-ased Non-
Share Shale  redemption  ownership  compensation Bichange  Revaluaion Captel Reteined Diidend contoling Totel
apll  pemum fesene scheme fesene fesene fesene e eanings fesene Totl neess quy
BERRR
B EEH
BE BREE  BRER  MARG  MEBE  EMER  EERE  MAER  REMM ReSE 88 pEREE  BREE
HKSMlon — HESMlon  HKSMon  HSMlon  HSMllon  HKSMlon  HOMlion WMo HOMIon  HKOMlon  HKMilon  HSMlion  HKSMiion
BEEn  EERT  BEAT  REMT  EEEn RERT GEMT EERT REEn BT REET BB AEET
A1 January 2010 H00E1A1R a4 53062 516 (280) 9% m 151 it 6/634 m8 126834 1747 14481
Pt forthe priog | - - - - - - - - 1 - 1 1408 [
Oercompehensieincone—~ E2E
[epensesforte peod W (328 - - - - - il 89 hil 09 - 3199 i B150)
Tod ompehersieincone ~ AH2E
(epensesforthe peig g (%) 88 - - - - - i3l (1] piE] @0 - m 160 3
Recogntonof equiyseted
shre-Dased payments - 1 - 1 - n
Purchas of shaes hel or
the SHK Employee
Ounexhip Scheme 38 - - - - - - (36) - (36)
Vesting of shares of
the SHK Employee
Ownexhip Scheme 19 9 -
Adjustmentto 2009
fnel idends - - - - - 03 05
Speciel dividend 3 - - - - - - - - 3500 3500 -
Ditbution n specie fthid - - - - - - (36073 (38073) (3803)
It iidends dced SEAERE - - - - - - - - (9 1 -
Diidends pidto HhsT
nonontoling nttests FaRES - - - - - - - - - - - (663) (863)

A30 June 2010 R0I0E6A%08 04 53062 518 B7 8 (13 165 05 19540 119 954 18084 108538
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Condensed Consolidated IGEEESS
I %22?. =8
Statement of Cash Flows RERE
Six months ended
NMERZEER
30.6.2011 30.6.2010
Unaudited Unaudited
RICERZ RECHFZ
HKS$ Million HKS Million
BEBT BEAT
OPERATING ACTIVITIES REEH
Cash used in operations KEFMARS
- Increase in trade and other — i REM
receivables FEUR BRI A0 (816.0) (1,355.1)
—Increase in loans and advances to —RABBEFER K
consumer finance customers A (1,108.7) (401.9)
— Other operating cash flows —HMEERERE (367.3) (21.4)
(2,292.0) (1,778.4)
Interest received B UF B 1,293.6 988.9
Dividends received from held for BWIHHEESE
trading investments KERE 1.5 2.1
Interest paid B & (77.9) (50.3)
Taxation paid BIEs (70.5) (57.9)
Net cash used in operating REEEEEFTHA
activities ReEHE (1,145.3) (895.6)
INVESTING ACTIVITIES RETE
Purchase of property and equipment fE AR B (30.8) 9.7)
Purchase of intangible assets BAERFEE (9.4) (8.9)
Disposal of a subsidiary HEME AR - (95.2)
Liquidation of subsidiaries EEHE AR - (11.8)
Repayment (payment) of amount Bt A B R BRAY
due from associates B (R0 0.2 0.2)
Dividends received from associates U B Bt 5 R B R B 12.5 416
Expenses paid for disposal of HE— ETlE AR
a listed associate Frftz &R - 29
Advance (to) from a jointly controlled entity B3k (Z) B HFEZEHIA ) (0.7) 22.1
Liquidation of a jointly controlled entity 3% & £ @2 4| A &) 0.9 -
Dividends received from available- UG ER AT it &
for-sale investments RERE 4.0 47
Purchase of available-for-sale investments B A AJ L HE R E (50.0)
Proceeds on disposal of available- HER S
for-sale investments KBS IIE 7.6 54
Net payment of statutory deposits EERSNRFE (57.2) (7.7)
Payment of deposits for acquisition BEUER
of property and equipment REFIES (25.5) -
Fixed deposits with banks placed RALRITE BATF AR (87.2) -
Net cash used in investing REBREFEFTA
activities HE R (235.6) (62.6)
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Six months ended

NERKEEZE
30.6.2011 30.6.2010
Unaudited Unaudited
RICERZ RECTRZ
HK$ Million HKS Million
BEABT Eon
FINANCING ACTIVITIES BEEE
Dividends paid % B 3 A~ (313.2) -
Dividends and repayments to TR ER 2
non-controlling interests IR B R IE R - (86.2)
Net short-term bank and other REVGERERTT
borrowings raised HAbfE7F 730.7 1,082.0
New long-term bank and REURBRIRTT I
other loans raised HAbfE K 774.2 700
Repayment of long-term bank loans EERIRITER (8.7) (7.3)
Issue of bonds EITESH 531.8 -
Purchase of shares for the ITBEEBRND
SHK Employee Ownership Scheme WA EIFTEANRGD (12.3) (3.6)
Shares repurchased and cancelled [E1fE N AL sE AR 1 (0.2) -
Net cash from financing activities RBETBBREESTFHE 1,702.3 1,054.9
Net increase in cash and cash ReERRESEEY
equivalents EHFEE 321.4 96.7
Cash and cash equivalents MB1EMRER
at 1 January HLZEY 2,177.7 1,328.0
Effect of foreign exchange rate changes  SMEFE R4 B i) g7 28 10.8 8.5
2,509.9 1433.2
Cash and cash equivalents MN6A30AMBRER
at 30 June, represented by BEEEY
Cash and cash equivalents ReRBSEED 2,509.9 1,451.2
Bank overdrafts RITEX - (18.0)
2,509.9 14332
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Notes to the Condensed Consolidated EFR4RE
Financial Statements e

BASIS OF PREPARATION

The unaudited condensed consolidated
financial statements have been prepared in
accordance with the applicable disclosure
requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and with
Hong Kong Accounting Standard 34 “Interim
Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The unaudited condensed consolidated
financial statements have been prepared on
the historical cost basis except for certain
properties and financial instruments, which are
measured at fair value.

A number of new and revised Standards and
Interpretations are effective for the financial
year beginning on 1 January 2011. The
adoption of the new and revised Standards
and Interpretations has had no material effect
on the condensed consolidated financial
statements of the Group for the current and
prior accounting periods. Except as mentioned
in Note 3 below, the same accounting policies,
presentation and methods of computation
have been followed in these condensed
consolidated financial statements as were
applied in the preparation of the Group's
financial statements for the year ended 31
December 2010.

1. wHEE
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3.

RESTATEMENT OF COMPARATIVES

In prior years, the net profit (“Net Profit”)
and net loss (“Net Loss") on financial assets
and liabilities at fair value through profit or
loss were classified under revenue. In the
current period, the Directors of the Company
have determined that Net Profit and Net
Loss are classified under other income and
other expenses respectively. Accordingly, the
comparatives of the condensed consolidated
income statement are restated: — Net Profit
of HK$76.8 million and Net Loss of HK$75.9
million were reclassified from revenue to other
income and other expenses respectively.

In the second half of 2010, the Group changed
the classification of the impairment loss and
bad debts expenses (including reversal of
impairment loss and bad debts recovered)
for “loans and advances to consumer finance
customers” and “trade and other receivables”.
The comparatives of the condensed
consolidated income statement are restated: —
a decrease in other income of HK$104.0 million,
a decrease in other expenses of HK$146.1
million and an increase in bad and doubtful
debts of HK$42.1 million.

In the current period in segment information,
the Group has renamed the Corporate Finance
segment to Capital Markets segment, changed
the bases of cost allocation and reorganised
certain components of segments. The
comparatives of the segment information are
restated. Further details of the restatement are
disclosed in Note 4.

3.
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SEGMENT INFORMATION 4. DIEEF
The following is an analysis of the segment UTALERZ RS EEEZ D
revenue and segment profit or loss:
Six months ended 30 June 2011
~EREEE11565308
Capital Markets
Wealth (formerly
Management Corporate Asset Consumer Principal
and Brokerage Finance)  Management Finance  Investments Total
HEEER EAm%
g%k (iRLERE) KEEE MAlE IERE ]
HKS Million HKS Million HKS Million HKS Million HKS Million HKS Million
EHE BERT AERT EHE BERT BERT
Segment revenue ABhE 5523 2075 1 9619 608 18102
Less:inter-seqment revenue B ARG (1.0) (257) - - (396) (663)
Seqment revenue fomextemal KBS BERH
customers pylied 5513 1818 m1 9619 12 17439
Segment profitor loss NEES 273 1106 (6.5) 4397 166.4 9175
Share ofresuls o associates NI 107
Share of resuls o jontly controlled B RS
entites e 11
Profit efore taxation BERBIERH 9293
Included in segment profit or loss
et profit loss) from financial assets
and ligbiliies 6.5 (384) (57) (0.1) 48 (329)
Seqment interest income ) 7f 213 959 - 9570 44 1,294.6
Seqment finance costs PERERL (39) - (1.6) (66.8) (1.9) (742)
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4. SEGMENT INFORMATION 4. DEER (#)
(CONTINUED)

Six months ended 30 June 2010

~MAREEZ1056A308
Capital Markets
Wealth (formerly
Management Corporate Asset Consumer Principal
and Brokerage finance) Management Finance Investrents Total
HEEER Ly
Bexh (IRLREE) HEER TR 23 ¢ £%

HKS Millon HKS Millon HKS Millon HKS Millon HKS Millon HKS Millon
BBk BERT BE#ET BEER BBk BERT

Seqment revenue B 5165 10 5 7817 40 15059
Less:ntersegment revenue i AERkE 22 09 02 - 39 (272

Segment revenue from external RENSERN

customers AEbE 5143 1193 3 7817 Bl 14787
Segment profit hefore: TR A2 AERR 1455 153 93 3853 189 7153
Loss on disposalofalisted tE- e

associte AFER - - - - (1593) (1503)
Segment proft o loss NEER 1455 1563 93 3853 (1404 550
Share ofresults of associaes i 038
Share of resuls o jonty contolled S22

entites e 19
Profit before taation RitagH JeL]

Included inseqrent proftorloss:  BEEAEREE |
Net profit (oss) from financel assets ~ KEHHEERE B

and iabiites (B) 78 9 667 12 ) (760) 09
Seqment interestincome ABHSRA 1634 499 m7 75 10005

Seqment fiance costs AERENL 64) (1) - (%) 08) (506)




SEGMENT INFORMATION 4, DIEEFR )
(CONTINUED)
As mentioned in Note 3, segment revenue and B sE3pT At - 45 E E=2010F6H30
segment profit or loss for the six months ended Aze@BnBWKZEE \IE}a B2 T
30 June 2010 were restated. Below is the effect LAEES| » A TNAEY 22
of the restatement:
Six months ended 30 June 2010
AEREEZ201056A308
Capital Markets
Wealth (formerly
Management Corporate Asset Consumer Principal
and Brokerage Finance) Management Finance Investrents Total
HEEER LNk
sk (RbERE) EEER TuABH ERE g8
HKS Million HKS Million HKS Million HKS Millon HKS Millon HKS Million
AEAT BE#T EEB#ET EBET EEED BERT
Segment revenue from externel RENSERNAERE -
customers, as originaly stated BRI 474 173 33 7817 129 14796
Reclassfcaton of net (poft) oss~~ EH A BABKEERATE]
on fivancial assets and liabiltes E&E’ HAERARMEEL
atfairvelue thiough profitorloss (7)) ] 67 (669) - - 03 09
Change of bases of costallocation ~~ MEHANERE
and reorganisation of segment NREARE
components @a 39 139 - - 99 -
Segment revenue fom external RENSBERNNE
customers, s estated Wi - &5l 5143 1193 33 7877 Bl 14787
Segment proftor loss, as originally ~~ BRE
stted RINESIE 1164 1476 189 33 (1122 5360
Change ofbases of ostalocation ~~ MERADEEE
and reorganisation of segment NREADE
components as 91 87 (96) - (282) -
Seqment profitor loss asestated R B 1455 1563 93 3853 (1404 5560




PROFIT BEFORE TAXATION
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5. BRBANEA

I

Six months ended

NEREEZE
30.6.2011 30.6.2010
HK$ Million HKS Million
BEART BEET
Profit before taxation has been BREATRFIEFTA
arrived at after crediting (charging): (0B%) -
Dividends from listed investments THRERE 1.5 39
Dividends from unlisted investments ~ 3E F TR &A% & 8.2 38
Interest income FEUTA 1,294.6 1,000.5
Net profit on held for trading BEEEMB AR
investments included in other BIEEERE R
income FE
— Net realised and unrealised profit —PTETHBEHBRR
on derivatives KA BRI FEE 4.5 74.7
— Net profit on dealing in —ERAINEEE
leveraged foreign currencies i M FFE - 0.5
— Net profit on other dealing —EMEEES)
activities A FEE 1.3 1.6
Net realised profit on disposal of BRETEMRARR
investments included ERBHERE
in other income pialbeE=E]
— Disposal of a subsidiary — HEMB QA - 293
- Liquidation of subsidiaries —BEWE AT = 37
- Disposal of available-for-sale — HERMHEEE
investments "E 2.4 06
Increase in fair value of BREEEMKRANS
investment properties included BEMENTE
in other income 0 126.9 58
Reversal of impairment loss included — B1EERZIREAH
in bad and doubtful debts VERIEY agi=Ec{ e
— Loans and advances to consumer —RLAFBEFER
finance customers NEEN 47.7 780
—Trade and other receivables — 4% K Bt FE UG BR - 1.6




5. PROFIT BEFORE TAXATION 5. BR®FAEI
(CONTINUED)

@A ()

Six months ended

NMERBEEE

30.6.2011 306.2010
HK$ Million HKS Million
BHEBRT BEBT

Amortisation of leasehold interests BEEE L

in land T

Depreciation of property and LEYSET ]

equipment e

Amortisation of intangible assets BiNEEE

— Computer software — EIEEHF
(included in administrative (BIEEERE
expenses) BAN)

— Other intangible assets —HthEEEE
(included in direct cost and (BIEEEERA
operating expenses) RisEEBRA)

Impairment loss included in bad and B35 RIEEIRAAY

doubtful debts BIEEE

— Loans and advances to —MAMBEFE
consumer finance customers bOSE TN

—Trade and other receivables - i‘“%&HﬁﬂJEWEE

Interest expenses e

Share of taxation of associates and Fﬂﬁﬁﬁ?%@ﬁj&ﬁﬁ

jointly controlled entities e NCIEThE]

Analysis of other expenses: HBRZ A :

Impairment loss VERIEN R

~ Intangible assets —EmAE

— Amounts due from associates — B ARIRER

Net exchange loss b 5 18 5 a8

Net loss on disposal of equipment and H:;'%*’Lﬁﬁﬂﬁ/ﬁﬁ
intangible assets
Net realised and unrealised loss on Z“‘Mﬂx%ﬂﬁaﬁbfﬁ

trading in equity securities MR A B BRFRE

Net realised and unrealised JEEMIREESE
loss on unlisted investment HRRAKHIREE
funds Pt

(0.2) (0.2)
(24.1) (18.8)
(11.5) (5.5)
(86.5) (86.8)

(124.3) (142.0)

(4.6) -
(64.1) (44.6)

(3.3) (85.1)

= (1.0)
= 0.3)
- (17.6)

(2.8) -
(24.7) (67.1)
(14.0) (8.8)

(41.5) (94.8)




Sun Hung Kai & Co. Limited « Interim Report 2011
HBEER AR o HAARE2011

6. TAXATION 6. HiIE
Six months ended
AMEBREE
30.6.2011 30.6.2010

HKS$ Million HKS Million
BEET BEAT

Current tax & HIRIE
- Hong Kong — BB 119.5 119.8
- Other jurisdictions — Hithakih @ 22.9 10.7
142.4 130.5
Under provision in prior years ATHAB R T 2 10.2 03
152.6 130.8
Deferred tax BRI IR
- Current period — 7RHR 16.2 0.8)
168.8 130.0
Hong Kong profits tax is calculated at the BERFER IR BRARNGTERE
rate of 16.5% (2010: 16.5%) on the estimated i FHZH £ 16.5% (2010%F : 16.5%)5T
assessable profits for the period. Taxation o Hmhalhk @M - B
arising in other jurisdictions is calculated on the HAN st ER RGN - IREFE LS
estimated assessable profits for the period at ERABREMRAIRITREE -

the rates of taxation prevailing in the countries
in the relevant jurisdictions.




DIVIDEND

Six months ended

NEREEZR
30.6.2011 306.2010
HK$ Million HKS Million

BHEABT BEET

Dividends recognised as

distribution during the period AR B

- 2010 final dividend of - 2010 REIR B

HK18 cents HFRE187E

(2009: HK16 cents) (2009% :

per share 167811) 319.6 2803
- 2010 special dividend - 2010F FRIRR B

equivalent to HK201.3 cents

per share 201.37 11l = 3,527.0

319.6 3,807.3

Subsequent to the end of the reporting
period, the Board of Directors has declared
an interim dividend of HK10 cents per share
(2010: HK10 cents per share) amounting to
HK$177.6 million (2010: HK$174.9 million) and
would be increased to HK$211.8 million if all
the mandatory convertible notes are converted
before the ex-dividend date of the interim
dividend. The interim dividend will be paid in
the form of scrip, with the shareholders being
given an option to elect cash in respect of part
or all of such dividend.

RER% EETSSHIRESH
f& B & 103 1l (2010F = & &0
A - i@gﬁﬁ1776ﬁr%/%7t(2010
F 17498 BB L) o B T A 58
14 AT MR R = AR A R B AR B Bk B Al
Ein REBBHIEENIEHS
T o RHIRE B LA B =R
BORBARIBHK DI ERE
I EIR & o



EARNINGS PER SHARE

The calculation of basic and diluted earnings
per share attributable to the owners of the
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8. BREF

Company is based on the following information:

ARFREME 2 SREAREE
BRI TERE -

Six months ended

NEREEZE
30.6.2011 30.6.2010
HK$ Million HKS Million
BEET BEET
Earnings 27
Earnings for the purposes of RAUGTEERERR
basic earnings per share and MR EGREE R
diluted earnings per share 2 B
(profit for the period attributable to (AR TR B A
owners of the Company) HEA]) 601.3 492.1
Million Shares  Million Shares
BER EX-21s
Number of Shares RE
Weighted average number of AUt EERERR
ordinary shares for the purposes FIHY L 3 AR hn A
of basic earnings per share HEE (EHKRE
(after deducting shares held for FEERBRMDE
the SHK Employee Ownership ARt EImEAERR
Scheme and including ordinary 153 M B IR FL 98 HI 1T
shares issuable under AR RIR AT BT
the mandatory convertible notes) 2 EER) 2,114.1 1,7489
Effect of dilutive potential ordinary BB ELERN
shares: e
— Shares held for —RIBEEER
the SHK Employee [k Z=kae- i)
Ownership Scheme BB G - 0.3
Weighted average number of RAUGTESREER
ordinary shares for the purposes of FHY L 3 AR hn i
diluted earnings per share A% EX 2,114.1 1,749.2




0.

10.

INVESTMENT PROPERTIES

In January 2011, the Group reclassified
certain owner-occupied properties with a
total carrying amount of HK$109.1 million to
investment properties due to the fact that the
usage of the properties had been changed to
being held for lease out and the Group ended
its occupation in January 2011. A fair value gain
on the date of transfer of HK$146.0 million was
recognised in the revaluation reserve. During
the period, the fair value gain of investment
properties of HK$126.9 million (2010: HK$5.8
million) was recognised in profit or loss. The fair
values of the investment properties at the date
of transfer and at the reporting date were both
valued by an independent valuer. The valuation
was arrived at by reference to market evidence
of transaction prices for similar properties.

AVAILABLE-FOR-SALE INVESTMENTS

9. REW=

R011F1TA - BREENREETY
¥AEBFEHERRILR2011F1AZ
ItER AREEES>EZSE
AHEEIIEESIZAERYNES
BEWE  RERAZAFELE
46 0E BB LRERAEHHEE -
BREMENRAPEERZ A FEEE
712698 & % 7T (20104F : 580 &
BIT) RHERAER WEWENE
BANMEER 2 AFER —BLE
BEEEE  ZEEUBEDERS
RENHSEREERSZ2Z -

10. AIHHERE

30.6.2011 31.12.2010
HKS$ Million HKS$ Million
BEBET BEAT
Listed equity investments issued by~ FI{E /T LA
corporate entities, at quoted price ERE - IRTE
~ Listed in Hong Kong —H"E&B L™ - 09
— Listed outside Hong Kong — IEEBAIN ET 47.0 458
47.0 46.7
Unlisted equity investments issued by~ HI{P¥Z/THIE LT
corporate entities MR E
~ Hong Kong shares, at cost less — BERGD - KR
impairment BRRE 0.4 04
— Overseas shares, at cost less — 8N - RIR
impairment BRURE 211.8 1742
— Overseas shares, —BINRE - R
at fair value FE 80.8 70.8
340.0 2921
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11. TRADE AND OTHER RECEIVABLES 11, £R#& % H b fE U BR

The following is an ageing analysis of the trade NTAaRERHEMmEWIRNEER
and other receivables based on the date of NBE /"BEBEEBBTENRRK
invoice/contract note at the reporting date: DHT

30.6.2011 31.12.2010

HKS$ Million HKS$ Million
BAEET BEAET

Less than 31 days DAB1K 1,149.2 1,116.7
31 - 60 days 31 — 60K 8.2 10.1
61 - 90 days 61 — 90K 11.0 4.2
Over 90 days 90KA L= 19.2 142.2
1,187.6 1,273.2

Secured term loans (before BEREBER

impairment) (RIRMERT) 1,093.7 705.2
Margin loans (before impairment) BHBGR CRRERT) 5,207.5 4,524.3
Other receivables HAbEUER (R

(before impairment) {BERT) 125.7 2889
Prepayments and current portion of — JBN B R R AEE i

leasehold interests in land BERTREIB Y 21.5 333
Allowances for impairment VERIERE e (153.1) (148.5)

7,482.9 6,676.4




12.

FINANCIAL ASSETS AT FAIR

12. BB WERE A FEY K

VALUE THROUGH PROFIT OR LOSS M BEE
30.6.2011 31.12.2010
HKS$ Million HKS Million
BEBET BEBT
Held for trading investments, BEEERE B2
at fair value FE
Equity securities listed in Hong Kong, — fEZ& /& - mRIAR#E
at quoted price FEH o IRTE
— Issued by corporate entities — HEET 251.9 157.8
— Issued by banks — BIRTTEST 148.9 176.9
— Issued by public utility entities — AL HEET 0.8 02
Equity securities listed outside o8I R AR
Hong Kong, at quoted price FHEH o EmE
— Issued by corporate entities — BB EHET 91.4 733
Equity and currency HINBE2RER
OTC derivatives BEITETER 0.8 -
Warrants, futures and options ERE FTRRK
listed in Hong Kong, EE - BE R
at quoted price 7 EmE 8.7 6.0
Unlisted Hong Kong options ELTEBEE = 3.2
Unlisted overseas warrants FEETEINRIREE
and options K HRfE 0.7 0.9
Unlisted bonds, at quoted price ELMES - EME 14.2 74
Unquoted unlisted bonds JERMNEIE ETES 33.5 77.2
550.9 502.9
Equity securities in unlisted FLTREESHR
investment funds, at fair value EES RAYHE
~ Issued by corporate entities outside ~ — EEIMDE
Hong Kong BT 137.6 1386
688.5 641.5
Non-current financial assets issued HBEZTHIERE
by corporate entities, at fair value B EE - H#AFE
— Unlisted overseas redeemable — JE ETASNATIE
convertible securities [B] AT BE HA 75 55 50.0 -
— Unlisted overseas investment — JEETEIMNEE
funds e 150.1 -
200.1 -
888.6 6415
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13. CASH, DEPOSITS AND CASH 13.
EQUIVALENTS

B FRERREEEY

30.6.2011 31.12.2010
HK$ Million HKS Million
BEET BEBT

Bank balances and cash SRITEEFELES 1,267.4 1,393.5

Fixed deposits with banks maturing 31 A N2 H1 2 $R1T
within 3 months EHTER 1,234.7 826.4
Treasury bills B EH 7.8 7.8
2,509.9 2,227.7

Fixed deposits with banks maturing R4@EAZE12ARE
between 4 to 12 months B2 SR1TTE BRI R 369.5 2824
2,879.4 2,510.1

The Group maintains trust and segregated
accounts with licensed banks to hold clients’
deposits arising from normal business
transactions. At 30 June 2011, trust and
segregated accounts not dealt with in these
financial statements totalled HK$5,210.1 million
(31/12/2010: HKS$5,398.4 million).

EERFRRITREEALEILE
P RAEERBXBMEMHASR
FEFEFR - R2011F6830H » I
FERBREATERENETLRBL
BRF 521018 &% 7T (2010F128
31H : 53984H&BTT) ©




14.

BANK AND OTHER BORROWINGS

14, RITREAMWIER

30.6.2011 31.12.2010
HKS$ Million HKS Million
BHEBT BHEBT
Bank loans RITHE R

— Secured term loans — BIERER 780.0 92.8
— Unsecured term loans — EIEIR AR 4,067.7 3,248.3
4,847.7 3,341.1
- Secured instalment loans — BIEEDHER 154.7 1634
5,002.4 3,504.5
Secured bank overdrafts BEPIRITES - 50.0
Total bank borrowings IRTTARME K 5,002.4 3,554.5
Other borrowings EbfER 227.6 2228
5,230.0 3,777.3

Analysed for reporting REE B HFTER

purposes as: DA

Current liabilities mEBEE 2,366.2 1,693.8
Non-current liabilities ERBEE 2,863.8 2,083.5
5,230.0 3,777.3
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15. TRADE AND OTHER PAYABLES 15. RE R HMWEER

The following is an ageing analysis of the UTAKERHEMEMNEREEH
trade and other payables based on the date of R BEBEEARTENERR
invoice/contract note at the reporting date: ST -
30.6.2011 31.12.2010
HK$ Million HKS Million
BAEET BEAET
Trade payables: KB ENER -
Less than 31 days DB 1,262.4 1,162.9
31 - 60 days 31 — 60K 8.9 141
61 - 90 days 61 — 90K 2.6 7.4
Over 90 days 90KIA = 29.2 20.9
1,310.1 1,205.3
Accruals and other payables on ENERERENRT
demand 188 2 e ER 177.0 1677
1,487.1 1,373.0




16. AMOUNTS DUE TO FELLOW
SUBSIDIARIES AND A HOLDING
COMPANY

6. FIZHBAARERAT

=

%TT’ﬁ“M

/

30.6.2011 31.12.2010
HKS$ Million HKS Million
BEBT BEBT

Short-term loans HEIER
Trade payables KO R ER

The short-term loans included loans of
HK$750.0 million drawn under a two-year
revolving loan facility of HK$1,750.0 million
granted by a fellow subsidiary to the Group.
The facility will expire on 2 March 2012. The
loans drawn under the facility carry interest at
2% above HIBOR per annum.

762.7 762.4
4.7 4.0
767.4 766.4

EHERBREBERESOEEB T
Eﬁ%m DA —HRRKBEAQ
AR TEEAEN,75008 8F TN
FRIREREE  ZEER2012F3
A2BEH - “ZEERINETRE
MAEFEREBRITRAERS M=
EZFE -
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17. SHARE CAPITAL 17. IR
Number of shares Share capital
RAEE (&N
30.6.2011 31122010  30.6.2011 31.12.2010
Million Million
Shares Shares  HKS$ Million  HKS Million

BER BER HEER ABET

Ordinary shares of LTERER
HK$0.2 each 0.2%7T
Authorised: EERA
Balance brought forward #5717 #
and carried forward NET 15,000.0 15,000.0 3,000.0 3,000.0

Issued and fully paid: BIOTRBRERAE :

Balance brought forward %572 % 1,775.4 1,752.1 355.1 3504
Shares issued for AR B AT
scrip dividends EITRAR D 0.9 266 0.2 54
Shares repurchased and (o] 0% K% 3% 84
cancelled ) - (33) - 0.7)
Balance carried forward ‘EFET 1,776.3 1,7754 355.3 355.1
(@ On 21 June 2011, the Company issued (@ P2011F6HA218 + A 2RA A5
and allotted 0.9 million shares under 20104F REARR B AR B 5T &
the 2010 final scrip dividend scheme for BITRELEOIR ERRG - &

HK$6.4 million. BARAAEBBTT °




17. SHARE CAPITAL (conTiNUED)

(b)

During the period, the appointed
trustee of the SHK Employee Ownership
Scheme (the "EOS") acquired 2.0 million
shares of the Company (2010: 0.4 million
shares) through purchases on The Stock
Exchange of Hong Kong Limited for
the awarded shares of the EOS. The
total amount paid to acquire the shares
during the period was HK$12.3 million
(2010: HKS$3.6 million), which has been
deducted from the owners' equity.

On 13 July 2010, the Company issued
mandatory convertible notes (“MCN")
in an aggregate principal amount of
HKS$1,708.0 million and warrants in an
aggregate face value of HK$427.0 million.

The MCN bear interest of 2% per annum
payable semi-annually and will mature
on 13 July 2013 (the "Maturity Date”).
The holders of the MCN have the right
to convert their MCN into shares of
the Company at a conversion price of
HK$5.0 per share at any time during
the issue date to the Maturity Date. Any
outstanding MCN at the Maturity Date
will automatically convert to shares
of the Company. No MCN have been
converted since the issue date.

The holders of the warrants have the
right to subscribe for the shares of the
Company by paying a subscription price
of HK$6.25 per share at any time during
the issue date to the Maturity Date. No
warrants have been exercised since the
issue date.

17. B ()

(b)

FEEEERNDESTE ([E
BRHEE] 2EZEZFEAR
BB R M BIME FIRMDHRA
HRNEBEBSHARSATAR
AREA20E BRARRRS
(2010%F 1 04 BRI G) - B
ARG NEEAE23EBE
BT (20109 : 36E&BT)
RSN o

20107 F13H » AR AT
& #8{E1,708.08 87 7T 34
MR EER RE{E42708 8
T RIRERE o

BHMER MR EEENEFE
2% M EBREFFEIN—IR
R2013E7 /8138 ([2 8 B )
BIH o IR IR E A
ANEHERBETBEIHAZA
AR AR AERETRS.0E T
B ER T AR B IEK A
ARARR - REIEAR 2 11
R B2 0 A o I 14 AT R IR AR
1 BB R AR BRD o R
BITRBYEARS T RRE
B o

RREBFEAGBRRETH
ZEHAZEAERASAR
BESR2SETUREARA
AR - MNEITRBIERR
BT
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18.

19.

BONDS

On 27 April 2011, the Group issued Renminbi
denominated bonds to third parties of RMB450
million (equivalent to HK$534.8 million at
the issue date). The bonds have a 3-year
maturity period and carry an interest rate of
4% per annum. Details were disclosed in the
Company’s announcement on 19 April 2011.

COMMITMENTS

(@) Capital commitments

18. &%

R2011F4A278 - EERAE=FH
TAREEHSOEBARE (R
THEES48ABEL) ZEEH
RIFBE I EI0FE - HEH
ZHBEERARRNR2011F4819
Bz AR -

19. 7&iE
(a) BEAEIE
30.6.2011 31.12.2010

HKS$ Million HKS Million
BEET BEBIT

Contracted for but not provided in 2 28 #7118 R £ B1 75
the financial statements WEAPIEL AR 1.3 15




19. COMMITMENTS (conTiNnUED)

(b)

Commitments under operating (b) =EHEHRIE

leases

At the end of the reporting period, the

19. 7&IE ()

g

EE R SERE A AU

Group had commitments for future
aggregate minimum lease payments
under non-cancellable operating leases
related to its office premises and office
equipment which fall due as follows:

%E B4 R AREWMERM
NRERBMAR KK &
EREENKBRAT

30.6.2011 31.12.2010

HKS$ Million HKS Million

BEBET BEET

Within one year —FR 117.6 115.2
In the second to fifth years BREEE=ZE

inclusive EREF 210.8 190.1

Over five years AFEE 138.5 155.1

466.9 460.4
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20. CONTINGENT LIABILITIES

(a)

20. AREE

At the end of the reporting period, the (@) REEH SEEUTRE:
Group had guarantees as follows:
30.6.2011 31.12.2010
HK$ Million HKS Million
BEET BEET
Guarantees for banking facilities BT R
granted to a jointly controlled NAERITIEE
entity ZIRTE 550.6 1,661.0
Indemnities on banking IS T —EEERT
guarantees made available to K EEEHIER
a clearing house and RITIRFFTIE
regulatory body BIHELR 4.5 45
Other guarantees HARE 3.0 3.0
558.1 1,668.5

In 2001 an order was made by the Hubei
Province Higher People’s Court in China
("the 2001 Order") enforcing a CIETAC
award of 19 July 2000 (“the Award") by
which Sun Hung Kai Securities Limited
("SHKS") was required to pay USS$3 million
to Chang Zhou Power Development
Company Limited (“the JVC"), a mainland
PRC joint venture. SHKS had disposed
of all of its beneficial interest in the JVC
to SHKS' listed associate, Tian An China
Investments Company Limited (“Tian
An"), in 1998 and disposed of any and all
interest it might hold in the registered
capital of the JVC (“the Interest”) to
Long Prosperity Industrial Limited (“LPI")
in October 2001. Subsequent to those
disposals, SHKS' registered interest in the
JVC in the amount of US$3 million was
frozen further to the 2001 Order. SHKS is
party to the following litigation relating
to the VC:

(b)  FA20014F « PEIHIEERAA
RIFERELHS (1200142 ])
3% H B 17 720007 A19H 2
CIETACHIR (THIR]) » Z3k5
BERETHEBRAR ([T
) mEEAEARRMNED
ERARAR ([68Q8)]) X
M3EEET - IBELFHFOHE
1998F BERAERRIZA
BEXEEHETFHBREITSY
FHBERRRLTRERER
RAF ([R%Z]) + RR2001F
108 IBEILEDBERA
BABZaMERAERFREZ
TR EmAEER ([H#EE]) 5
& Flong Prosperity Industrial
Limited ([LPI]) » RZEHE
% HBRETSEAERRZ
EftER (BE3BEX:T) %
20014 S — FE SR o #
BEIETIATHAREE AR
2R —F




20. CONTINGENT LIABILITIES
(CONTINUED)

(b)

(continued)

(i)

On 29 February 2008, a writ
of summons with general

indorsement of claim was issued
by Global Bridge Assets Limited
("GBA"), LPI and Walton Enterprises
Limited (“WE") (the “2008 Writ")
in the High Court of Hong Kong
against SHKS ("HCA 317/2008"). In
the 2008 Writ,

GBA claims against SHKS
for damages for alleged
breaches of a guarantee,
alleged breaches of a
collateral contract, for
an alleged collateral
warranty, and for alleged
negligent and/or reckless
and/or
misrepresentation;

fraudulent

LPI claims against SHKS
damages for alleged
breaches of a contract dated
12 October 2001; and

20. AREE &)

(b)

(#)

U]

MH2008F2H29H
Global Bridge Assets
Limited ([GBAJ) * LPIX
Walton Enterprises Limited
(TWEL) ra) s £ % 3%
HEBSEER —MKEBER
8 2 @2k (12008
2 M (& & % B
R F & #2008%F 5317
=) o 2008 F S

(a) GBARL H 27 — 1A
ERzER B
WER-DOWES
# - —ABHENE
rREEBERZ
R/ EE %R R
R/ Sa BEF K
72 RE R
GRS BARE

1-—&‘-.

g

(b)  LPI%F BT £
% 3& I B 8 A2001
F1I0ANREBZAH
mRE: &
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20. CONTINGENT LIABILITIES

(CONTINUED)
(b)  (continued)
(i) (continued)

(©)  WE claims against SHKS for
the sum of US$3 million
under a shareholders

agreement and/or pursuant

to the Award and damages
for alleged wrongful breach
of a shareholders agreement.

GBA, LPI and WE also claim

against SHKS interest on any

sums or damages payable,
costs, and such other relief as
the Court may think fit.

The 2008 Writ was served on
SHKS on 29 May 2008. It is being
vigorously defended. Among other
things, pursuant to a 2001 deed
of waiver and indemnification,
LPI (being the nominee of GBA)
waived and released SHKS from
any claims including any claims
relating to or arising from the
Interest, the JVC or any transaction
related thereto, covenanted not to
sue, and assumed liability for and
agreed to indemnify SHKS from
any and all damages, losses and
expenses arising from any claims

20. AREE &)

(b)

(#)

(© WERE —HERE
I E VYA E
RAFBELFR
E3EEETLUR
MEBEERE
R—ERERZEM
MFEEITEHRR
B {8 - GBA -~ LPIK
WE IR /) $7 36 B4 55
RRENMzZERNE
B BEEEZF
B X RER
RAEEHE 2 HiiE

f& -

2008%F < ik 120084 5 A
9RXREFIBELS -
ZEMEZB A -
B BB 52001 F#
G RBEZLY - LPI(ER
GBAMIR B AN) ER R R
CHRIFBELFEZT
MEeER PEHEER -
BERRFERER S
BB AL M3 Bz 1
BREI - LPIEET
SEH AR - WARIERSE
E - AR AR SIMME
MR BEBZIAEEL
— A EMERMEEZ




20. CONTINGENT LIABILITIES

(CONTINUED)
(b)  (continued)
(i) (continued)

by any entity or party arising in
connection with the Interest, the
JVC or any transaction related
thereto. On 24 February 2010
the Court of Appeal struck out
the claims of GBA and LPI, and
awarded costs of the appeal and
the strike out application as against
GBA and LPI to SHKS. Subsequently,
GBA, LPI and WE sought to
amend their claims which was
opposed by SHKS and is pending a
determination by the Court. While
a provision has been made for
legal costs, the Company does not
consider it presently appropriate
to make any other provision with
respect to HCA 317/2008.

20. AREE &)

(b)

(%)

U]

(%)

EARFERERE B
KREBR  KREWHB
HEirHFBES LIBERE
8- 1BKRER - R2010
F2A248 0 LFRIEE S
BRGBAKLPIH R R » I [
B EAI AR EERE A
NGBFBEIH ST
GBAKLPIBIZIBRERFE BB
% > GBA ~ LPIRWES k&
FEBRR mEMBEL
FREMEFEER
T HRARBIE BEE
BAELEE - AQE
RERBTTEERS
R R EFFFA2008F 5
37 REFAEL E A E A
B o
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20. CONTINGENT LIABILITIES
(CONTINUED)

(b)

(continued)

(i)

On 20 December 2007, a writ
(“the Mainland Writ") was issued
by Cheung Lai Na 5& B # ("Ms.
Cheung”) against Tian An and
SHKS and was accepted by the
Intermediate People’s Court of
Wuhan City, Hubei Province
(1PC") (# b B BE T A AR A
E%Br) [(2008) B R &N F
28981, claiming the transfer
of a 28% shareholding in the
JVC, and RMB19,040,000 plus
interest thereon for the period
from January 1999 to the end
of 2007, together with related
costs and expenses. Judgment
was awarded by the IPC in Tian
An and SHKS' favour on 16 July
2009 which judgment was being
appealed against by Ms. Cheung.
On 24 November 2010, the Higher
People’s Court of Hubei Province
(& = A R IEBT) ordered
that the case be remitted back
to the IPC for retrial. The retrial
shall take place on a date to be
fixed. While a provision has been
made for legal costs, the Company
does not consider it presently
appropriate to make any other
provision with respect to this writ.

20. AREE &)

(b)

(#)
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21. MATURITY PROFILE OF ASSETS
AND LIABILITIES

21. &

At30June 2011
2011564308
Within 3 months 1year After
Ondemand  3months  tolyear to5years 5 years Total
=R
WEER @AM E-F -ERE ki3] a5
HKS$ Million  HKS Million  HKS Million  HKS Million  HKS Million  HK$ Million
BEEn BEET AREn  AREn  FERER  HBER
Assets BE
Loans and advances to LABBER
consumer finance custorners B RER
(before impairment) (R 017 9155 27245 22952 5661 69290
Bonds included in financial assets &t~ PEBMEER LTS
fair value through profit o loss BHHBEET B - - - 47, = 47,7
Fived deposits with banks BITHET - 1847 369.5 - - 16042
Treasury bills BES = 18 - - - 18
Secured term loans FERAREN
(before impairmen) (ks 69.0 1132 9115 - - 10937
Liabilities gf
Bank and other borrowings FRELER 120 20798 129 3,053 - 52300
Mandatory convertible notes A TARRE - - 327 315 - 64.2
Amounts due to fellow subsiciaries ~ FIZHBAZER - 762.7 - - - 7627
Bonds &5 - - - 1,037 - 10387
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21. MATURITY PROFILE OF ASSETS  21. BER GBI @
AND LIABILITIES (conTINUED)
At 31 December 2010
20106124318
Within -~ 3 months 1 year After
Ondemand ~ 3months  toTyear  to5years 5 years Total
=R
EE®  ZEARM E-E -5ERE fik=) og
HKS Million ~ HKS Million ~ HKS Million ~ HKS Million ~ HKS Million ~ HKS Million
BEAT BEAT BEWT BEST AEAT  BEER
Assets £E
Loans and advances to LABEP
consumer finance custorners BHRER
(before impairment) (e 4526 B3 65 22465 w03 5032
Bonds included in financial assets at -~ B BN RIERLTES
fair value through profit or loss ol ibd - - - 846 - 846
Fived deposits with banks FIEHER - 8264 2824 - - 11088
Treasury bills B4 - 78 - _ _ 78
Secured termloans BHEREHER
(before impairmen) (RiEifERD) 3176 %) 314 - - 7052
Liabilities &
Bank and other borrowings ROREMER 120 4782 1040 2231 S YU
Mandatory convertible notes T AREE - - 126 459 - 785
Amounts due to fellow subsidiaries  EZHBATEE - 7500 124 - - 7624
Bonds &% - - - 5000 - 5000

The above tables list out the assets and
liabilities based on the contractual maturity
and the assumption that the repayment on

demand clause will not be exercised. Loans

and receivables are stated before impairment

allowances. Overdue assets are reported as on

demand.
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22. FINANCIAL RISK MANAGEMENT

Risk is inherent in the financial service business
and sound risk management is a cornerstone of
prudent and successful financial practice. That
said, the Group acknowledges that a balance
must be achieved between risks control and
business growth. The principal financial risks
inherent in the Group’s business are market
risk (includes equity risk, interest rate risk and
foreign exchange risk), credit risk and liquidity
risk. The Group's risk management objective is
to enhance shareholders’ value while retaining
exposure within acceptable thresholds.

The Group’s risk management governance
structure is designed to cover all business
activities and to ensure all relevant risk classes
are properly managed and controlled. The
Group has adopted a sound risk management
and organisational structure equipped with
comprehensive policies and procedures which
are reviewed regularly and enhanced when
necessary in response to changes in markets,
the Group’s operating environment and
business strategies. The Group’s independent
control divisions, e.g. Internal Audit and
Compliance, play an important role in the
provision of assurance to the Board and
senior management that a sound internal risk
management mechanism is implemented,
maintained and adhered to.
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22. FINANCIAL RISK MANAGEMENT

(CONTINUED)
(@) Market Risk
(i) Equity Risk

There are many asset classes
available for investment in the
marketplace. The Group’s key
business undertaking is investing
in equity. Market risk arising from
any equity investments is driven
by the daily fluctuations in market
prices or fair values. The ability
to mitigate such risk depends on
the availability of any hedging
instruments and the diversification
level of the investment portfolios
undertaken by the Group. More
importantly, the knowledge and
experience of the trading staff
managing the risk are also vital to
ensure exposure is being properly
hedged and rebalanced in the
most timely manner. Trading
activities, including market-making
and proprietary trading, across
the Group are subject to limits
approved by the Risk Management
Committee (“RMC"). Valuation of
these instruments is measured on
a "mark-to-market” and “mark-to-
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22. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(a)

Market Risk (continued)

(i)

Equity Risk (continued)

fair” basis depending on whether
they are listed or unlisted. Value
at Risk ("VaR") and stress tests are
employed in the assessment of
risk. Meanwhile other non-VaR
limits such as “maximum loss” and
“position” limits are also set out to
restrict excessive risk undertakings.
VaR and stress tests are approaches
which are widely used in the
financial industry as tools to
quantify risk by combining the size
of a position and the extent of a
potential market movement into a
potential financial impact.

The Group’s market-making and
proprietary trading positions
and their financial performance
are reported daily to senior
management for review. Internal
Audit also performs regular checks
to ensure there is adequate
compliance in accordance with the
established market risk limits and
guidelines.

22. TREREE &)

(a)
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22. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(@) Market Risk (continued)

(ii)

(iii)

Interest Rate Risk

Interest rate risk is the risk of loss
due to changes in interest rates.
The Group’s interest rate risk
exposure arises predominantly
from margin financing, term
financing and loans and advances
to consumer finance customers.
The Group possesses the legal
capacity to initiate recalls efficiently
which enables the timely re-pricing
of margin loans to appropriate
levels, in which those particularly
large sensitive positions can readily
be identified. Interest spreads
are managed with the objective
of maximising spreads to ensure
consistency with liquidity and
funding obligations.

Foreign Exchange Risk

Foreign exchange risk is the risk
to earnings or capital arising from
movements in foreign exchange
rates.

22. ERiEMRER &)
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22. FINANCIAL RISK MANAGEMENT
(CONTINUED)

Market Risk (continued)

(iii) Foreign Exchange Risk

(continued)

The Group's foreign exchange
risk primarily arises from currency
exposures originating from
proprietary trading positions, and
loan and advances denominated
in foreign currencies, mainly in
Australian dollars and Renminbi.
Foreign exchange risk is managed
and monitored by the respective
businesses in accordance with the
limits approved by the Board and
RMC. The risk arises from open
currency positions are subject
to management approved limits
and are monitored and reported
daily. The other source of foreign

exchange risk arises from clients’

inability to meet margin calls
following a period of substantial
currency turbulence.

22. & RLE

(a)

(iii)
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22. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(b)

Credit Risk

Credit risk arises from the failure of
a customer or counterparty to meet
settlement obligations. As long as the
Group lends, trades and deals with third
parties, there will be credit risk exposure.

The Group's credit policy, governed
by the Credit Committee (“Credco”),
sets out the credit approval processes
and monitoring procedures, which are
established in accordance with sound
business practices, the requirements and
provisions of the relevant ordinances,
and where applicable, the codes or
guidelines issued by the Securities and
Futures Commission.

Day-to-day credit management is
performed by the Credit Division with
reference to the aforementioned criteria
including creditworthiness, type and
amount of collateral pledged, and risk
concentration of the counterparties.
Decisions are made daily by Credit
Division and are reported to and
reviewed by the Executive Directors,
senior management and Credco at its
regular meetings.
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22. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(@)

Liquidity Risk

The goal of liquidity management is to
enable the Group, even under adverse
market conditions, to actively manage
and match funds inflow against all
maturing repayment obligations to
achieve maximum harmony on cash flow
management.

The Group manages its liquidity position
to ensure a prudent and adequate
liquidity ratio, in strict accordance
with statutory requirements. This is
achieved by a transparent and collective
monitoring approach across the Group
involving Executive Directors, the
Director of Banking & Treasury, the Chief
Financial Officer and other relevant senior
managers on a daily basis to ensure the
availability of sufficient liquid funds to
meet all obligations while in compliance
with statutory requirements such as the
Hong Kong Financial Resources Rules.

23. EVENTS AFTER THE REPORTING
PERIOD

On 17 August 2011, the Company received a
notice for the conversion of all outstanding
mandatory convertible notes with an
aggregate principal amount of HK$1,708.0

million into shares of the Company at

a conversion price of HKS$5.0 per share.

Accordingly, 341.6 million new ordinary shares
of the Company are expected to be allotted
and issued on or before 5 September 2011.
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