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2 Critical accounting estimates and judgments in applying accounting policies

¢« Denvatives

Orer-the-counter (1.e. non-exchange traded) depvatives are valued using valuation meodels. Valuation models
calculate the present value of expected future cash flows, based upon “no-arbitrage’ principles. For many vamilla
denvative products, such as interest rate swaps and European options, the modelling approaches used are standard
across the industry. For more complex derivative products, there may be some discrepancy in practice. Inputs to
valvation models are deternuned from observable market data wherever possible, including prices available from
exchanges, dealers, brokers or providers of consensus pricing. Certain inputs may not be cbservable in the market
chrectly, but can be deternuned from observable prices via model calibration procedures. Fmally, some inputs are
not observable, but can generally be estimated from lustoric data or other sources. Examples of mputs that are
zenetally observable include foreign exchange spot and forward rates, benchmark interest rate curves and volatility
sutfaces for commonly traded option products. Examples of inputs that may be unobservable include volatility
surfaces, m wheole or in part, for less commonly traded option products, and correlations between market factors.

The group’s private equity positions are generally classified as available-for-sale and are not fraded in an actrve
market. In the absence of an active market for the investment, fair value 15 estimated based upon an analysis of the
irvestee’s financial position and results, nsk profile, prospects and other factors as well as reference to market
valuations for simuilar entities quoted 1n an active market, or the price at which simmlar compamies have changed
ownership. The exercize of judgement 15 reqquured and because of uncertainties inherent 1n estimating fair value for
private equity mvestments, it 15 not until realisation of the mvestment that subjective valuation factors are removed.

Source: HSBC (Annual Report -2007)
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4 Principal accounting policies

] Derivative financial instruments and hedge accounting

Derivatives are imifially recogmised at fair value from the date a denivative contract is entered info and are
subsequently re-measured at their fair value at each reporting date.

Fair values are obtamned from quoted market prices in active markets, or by using valuation techmigues, including
recent market transactions, where an active market does not exist. Valuation technigues mclude discounted cash
flow models and option pricing models as appropriate. All derivatives are classified as assets when their fair value
15 positive, or as lhabilities when their fair value 15 negative.

In the normal course of business, the fair value of a denivative on initial recognition is considered to be the
transaction price (Le. the fair value of the consideration given ot received). However, in certain circumstances the
fair value of an mstrument will be evidenced by comparison with other observable current market transactions in
the same instrument (1.e. without modification or repackaging) or based on a valuation technigque whose vanables
mclude only data from observable markets, including interest rate yield curves, option volatilittes and currency
rates. When such evidence exists and results mn a value which 1s different from the transaction price, the group
recogmises a trading profit or loss on inception of the denvative. If observable market data are not available, the
matial change m farr value indicated by the valuation model, but based on unobservable mputs, 15 not recogmsed
immediately in the income statement but 13 recogmised in the income statement esther: over the life of the
transaction on an appropriate basis; or recognised in the income statement when the inputs become cbservable; or
when the transaction matures or 1z closed out.

Certain derivatives embedded in other financial instruments, such as the comversion option in a convertible bond,
are treated as separate derivatives when thewr economic characteristics and nsks are not clearly and closely related
to those of the host contract, the terms of the embedded denivative are the same as those of a stand-alone derrrative,
and the combined confract is not designated at fair value through profit and loss. These embedded denivatives are
measwred at faw value with changes in fair value recogmised 1o the income statement.
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Derivative assets and liabilities from different transactions are only netted if the transactions are with the same
counterparty, a legal nnght of set-off exusts, and the cash flows are intended to be setiled either sinmltaneously or on
a net basis.

The method of recogmising the resulting fair value gains or losses depends on whether the dervative 15 held for
trading, or 15 designated as a hedging mstmument, and if so, the nature of the nsk being hedged. All gains and losses
from changes m the farr value of denrvatives held for trading are recogmised in the mmcome statement in "Net trading
meome’, as discussed o note 4f All gains and losses from changes in the fair value of any dentvative mstrument
that does not gualify for hedge accounting under HRKAS 39 are recognised mmmediately 1o the mcome statement
and reported in ‘Wet trading income’, except where derivative confracts are used with financial mstruments
designated at fair value, in wlich case gans and losses are reported i "Net income from financial mstruments
designated at fair value’.

Where derivatives are designated and highly effective as hedges, the group classifies them as either: (i) hedges of
the change in fair value of recognised assets or liabilities or firm commutments (fair value hedge™): (11) hedges of
the variabality in highly probable future cash flows atiributable to a recognised asset or lialality, or a forecast
transaction (cash flow hedge’); or (111) hedges of net investments in a foreign operation (‘net investment hedge™).
Hedge accounting 15 applied for denvatives designated as hedzing instruments in a fair value, cash flow or net
investinent hedge provided certain criteria are met.

Source: HSBC (Annual Report -2007)



15. Derivative Financial Instruments

Dervatives are financial instruments that derive their value in
response to changes in interest rates, financial instrurment prices,
commaodity prices, foreign exchange rates, credit risk and
indices. The types of derivatives used by the Group are set

out below.

In regpect of credit risk arising from the use of dervatives, the
Group sets limits on net open positions. The amount of credit risk
is the current positive fair value (asset) of the underlying contract.
The credit risk is managed as part of the overall lending limits to
banks and customers, together with potential exposures from
market movements. The Group further limits its exposure to
credit losses in the event of default by entering into master
netting agresments with certain market counterparties. As
required by |AS 32, exposures are not presentad net in these
accounts as transactions are not usually ssttled on a net basis.

All derivatives are recognised and subsequently measured at
fair value, with all revaluation gains recognised in profit and loss
(except where cash flow hedging has been achieved, in which
case changes in fair value go through reserves).

These tables analyse the notional principal armounts and the
positive and negative fair values of the Group's derivative financial
instruments. Motional principal amounts are the amount of
principal underying the contract at the reporting date.

The Derivatives and Hedging section of the Risk Review on page
47 explains the Group's risk management of derivative contracts.

2006 2005
MNoticnal Motional
principal principal
i ) amaounts Assats Liabilitias amounts Azsels Liabiities
Total derivatives Smillicn Smillion Smillion Srmilion Srmilion Srnilicn
Foreign exchange derivative contracts:
Forward foreign exchange contracts 434,569 3,805 4,165 326,063 h,302 5,884
Currency swaps and options 295,845 4,698 4,793 175,121 361 487
730,414 8,503 8,958 501,174 5,743 6,371
Intersst rate dervative contracts:
Swaps 653,283 4,353 4,348 471,652 3,452 3,239
Forward rate agreements and options 94,244 138 195 68,015 f2 160
Exchange traded futures and options 260,182 42 47 117,026 43 27
1,007,709 4,533 4,590 658,893 3,567 3,426
Cradit dervative contracts 22,195 49 T0 9.374 45 52
Equity and stock index options 699 18 44 379 3 3
Cormmaodity derivative contracts 2,469 51 a1 4,642 12 12
Total derivatives 1,763,486 13,154 13,703 1,172,262 9,370 9,864
Effect of netting (6,425) (4 ,859)*
Met credit risk on derivatives 8,729 4,611

* Restated to pressnt on a consistent basis.

Sour ce: Standard Chartered PL C (Annual Report -2006)



41.2 Hedging derivatives

The accounting treatment of the hedge derivative transactions
varies according to the nature of the hedge and whether

the hedge meets the specified criteria to qualify for hedge
accounting. Derivatives transacted as economic hedges but do
not qualify for hedge accounting are treated in the same way
as derivative instruments used for trading purposes.

The Group’s fair value hedges consist principally of interest rate
swaps used for managing interest rate gaps.

For the year ended 31 Decernber 2007, the gain on the
hedging instruments was 341 million (2006: gain of $51
million). The total loss on hedged items attributable to the
hedged risk amounted to $44 million (2006: loss of §48
million). The ineffectiveness arising from hedges of net
investments in foreign operations is insignificant.

The following tables summarise the contractual or underlying
principal amounts of derivative financial instruments held

or issued for trading and hedging purposes. The notional or
contractual amounts of these instruments reflect the volume

of transactions outstanding at balance sheet date, and do not

represent amounts at risk.

In the financial statements, trading derivative financial
instruments are revalued on a gross position basis and the

unrealised gains or losses are reflected in “Positive replacement

value” or "Negative replacement value” respectively.

Source: DBS Group Holdings Ltd (Annual Report -2007)

2007

Year-end Year-end
positive negative
Underlying replacement replacement
In % millions national walues values
Derivatives held for trading
Interest rate derivatives
Forward rate agreements bought 2,858 - 3
Forward rate agreements sold 4,705 4 -
Interest rate swaps 863,065 5,560 5,256
Financial futures bought 19,459 11 3
Financial futures sold 20,316 4 9
Interest rate options bought 2,986 41 -
Interest rate options sold 7,055 - &7
Interest rate futures options bought 1,730 2 -
Interest rate futures options sold 996 - 3
Interest rate caps/floors bought 10,180 62 -
Interest rate caps/floors sold 15,968 - 108
Sub-total 949,318 5,684 5,449
Foreign exchange ("FX") derivatives
F¥ contracts 460,467 2,602 2,393
Currency swaps 58,037 1,829 1,432
Currency options bought 100,613 1,082 -
Currency options sold 100,494 - 1,056
Sub-total 720,511 5,513 4,881
Equity derivatives
Equity options bought 5,765 376 12
Equity options sold 5,256 1 216
Equity swaps 2,406 B2 232
Sub-total 13,427 459 560
Credit derivatives
Credit default swaps 117,205 1,089 1,218
Sub-total 117,205 1,089 1,318
Commodity derivatives
Commodity contracts 934 33 43
Commodity options bought 1,642 128 -
Commodity options sold 2,011 - 175
Sub-total 4,587 161 218
Total derivatives held for trading 1,805,048 12,906 12,426
Dearivatives held for hadging
Interest rate swaps held for fair value hedge 6,372 177 78
FX contracts held for fair value hedge 508 2 8
FX cantracts held for hedge of net investment 1,430 34 15
Currency swaps held for hedge 2,649 - 27
of net investment
Total derivatives held for hedging 10,959 213 128
Total derivatives 1,816,007 12,119 12,554
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4 Principal accounting policies (confinued)
Hedge accounting

It 15 the group’s pelicy to document. at the mcephion of a hedging relationslup, the relationship between the
hedging instruments and hedged ttems, as well as its nisk management objective and strategy for wndertaking the
hedge. Such policies also reguire documentation of the assessment, both at hedge inception and on an ongomng
basis, of whether the dersvatives that are used in hedmng transactions are lughly effective in offsetting changes in
fair values or cash flows of hedged ttems attributable to the hedged risks. Interest on designated qualifying hedges
where interest rate risk 15 hedged 15 included m "Net interest income’.

Fair value hedge

Changes m the fair value of dersvatives (net of interest accrual) that are designated and qualify as fair value
hedging instruments are recorded as “Net trading income’ i the mcome statement, together with changes mn the
fair value of the asset or hability attnbutable to the hedged nisk.

If the hedzing relationship no longer meets the criteria for hedge accounfing, the cumulative adjustment to the
carrying amount of a hedged item for which the effective mterest method 15 used 15 amortised to the meome
statement over the residual peniod to maturity in "Net interest income’. Where the adjustment relates to the carrying
amount of a hedged available-for-sale equity secursty, thus remams in equity until the disposal of the equity
security.
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Cash flow hedge

The effective portion of changes in the fair value of derrvatives (net of mterest accual) that are designated and
qualify as cash flow hedges are recognised in shareholders’ equity. Any gain or loss relating to an meffective
portion 15 recogmsed immediately in the mcome statement within “Net frading income” aleng with accrued 1nterest.

Amounts acoumulated m shareholders” equity are recveled to the income statement in the periods i which the
hedged stem will affect profit or loss. However, when the forecast transaction that 15 hedged results in the
recogmiion of a non-financial asset or a non-financial labdity, the gamns and losses previously deferred m equuty
are transferred from shareholders” equity and included in the nitial measurement of the cost of the asset or liability.

When a hedgmng mstrument 15 sold, or when a hedge no longer meets the criteria for hedge accounting, any
cunmilative gam or loss existing in shareholders’ equify at that fime remams in shareholders’™ equuty uatil the
forecast transaction i3 ultimately recogmised in the mcome statement. When a forecast transaction 15 no longer
expected to cccur, the comulative gain or loss that was reported in shareholders’ equity 15 immediately transferred
to the mncome statement.

Net investment hedge

Hedges of net investments i foreign operations are accounted for similarly to cash flow hedges. Any gain or loss
on the hedging instrument relating to the effective portion of the hedge 1s recognised in shareholders’ equity; the
zain or loss relating to the meffective portion 15 recogmsed immediately in the income statement within Net
trading income’. Gams and losses accumnulated in equity are included in the income statement when the foreign
operation 15 disposed of.
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Hedge effectiveness testing

To qualify for hedge accounting, HKAS 39 requires that at the inception of the hedge and throughout its life. each
hedge must be expected to be highly effective (prospective effectiveness). Actual effectiveness (retrospective
effectiveness) must also be demonstrated on an ongoing basis.

The documentation of each hedging relationship sets out how the effectiveness of the hedge 1s assessed. The
method adopted for assessing hedge effectiveness will depend on the risk management strategy.

For fair value hedge relattonships, the cumulative dollar offset method or regression analvsis are used to test hedge
effectiveness. For cash flow hedge relationships. effectiveness 1s tested by applying the change in vanable cash
flow method or the cumulative dollar offset method using the hvpothetical denivative approach.

For prospective effectiveness. the hedging mstrument must be expected to be highly effective mn achieving
offsetting changes in fair value or cash flows attributable to the hedged risk during the period for which the hedge
15 designated. For actual effectiveness, the changes i fair value or cash flows, at each reporting date or based on
recent history, must offset each other. The group considers that a hedge 1s highly effective when the offset 15 within
the range of 80 per cent to 125 per cent.

Source: HSBC (Annual Report -2007)



15. Derivative Financial Instruments continued

The Group uses derivatives primarily to mitigate interest rate and
foreign exchange risk. Hedge accounting is applied to derivatives
and hedged items when the criteria under IFRS have been met.
The table below lists the types of denvatives that have achieved
hedge accounting with the following two categories:

Fair value hedges

The Group uses interest rate swaps to manage fixed rates of
intereat. The swaps exchange fixed rate for floating rates on
funding to match floating rates received on assets, or exchanges
fixed rates on assets to match the floating rates paid on funding.
For qualifying hedges, the fair value changes of the derivative are
substantially matched by comesponding fair value changes of the
hedged item, both of which are recognised in profit and loss.

Cash flow hedges

The Group uses swaps to manage the vanability in future interest
cash flows on assets and liabilities that have floating rates of
interest by exchanging the floating rates for fixed rates. It alzo
uses foreign exchange contracts to manage the variability in
future exchange rates on its assets and liabilities and costz in
foreign currencies. Gains and losses arising on the hedges are
deferred in equity until the vanability on the cash flow affects
profit and loss, at which time the gains or losses are transferred
to profit and loss. These cash flows are expected to ocour over
the next three years.

2008 2005
Motional Motiona
principal prircipa
- ) amounts Azsats Liabilities amaunts Aszatz, Liahilities.
Derivatives held for hedging Smillion Smillion $million Smillion Emilion Emilion
Dervatives designated as fair value
hedges
Swaps 10,570 589 464 6,123 368 143
10,570 589 464 6,123 368 143
Derivatives designated as cash flow
hedges
Swaps 5,506 17 21 3,581 - 24
Forward foreign exchange contracts 921 61 2 802 4 23
6,517 78 23 4,383 4 47
Total derivatives held for hedging 17 087 667 487 10,506 372 180

Sour ce: Standard Chartered PLC (Annual Report -2006)
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Balance Sheet at 31 December 2007

THE HONGKONG AND SHANGHA| BANKING CORPORATION LIMITED 2["]? Eﬂﬂﬁ
Note HESm HESm
ASSETS

Cash and short-term funds 10 637,771 426,176
Items in the course of collection from other banks 13,946 40434
Placings with banks maturing after one month i 39,842 79,240
Certificates of deposit 12 48,788 33,007

Hong Kong SAR Government certificates
of indebtedness I3 108,344 102,374
Trading assets 14 260,107 284,057
Financial assets designated at fair value 15 2.861 11,182
Derivatives 16 C178.18D 07.834
Advances to customers 17 743,530 686,468
Financial investments 20 254,225 243 223
Amounts due from group companies 381,236 169,117
Investments in subsidiary companies 22 16,374 1,828
Investments in associates and joint ventures 23 20,461 17.508
Goodwill and intangible assets 24 4,027 3.360
Property, plant and equipment 25 19,295 16,635
Deferred tax assets 35 o077 753
Eetirement benefit assets Sm 51 1.273
Other assets 27 49.617 46632
Total assets 2,779,636 2.268.030




Fank
At 31 December 2007
Fingngal — Dermvaines— Dervaies
asgisand  designaied a5 designated as

Held-fo- Ailoble- — fabilitiesat i value catsh flow
Held for - Destgnated maturtty — Loans and Jor-sale— amortised hedging hedging
rading o frahe  sewrites  receables  wowrities st msruments  nsiments [otal
HkSm HESm HKSm HESm HKSm HKSm HKSm HESm HESm

ASSETS
Cashand short-tetm funds - - - 408,032 [60,739 $.980 - - 037,771
Tterms 1n the course of collection from

ather banks - - - - - 1346 - - 1340
Placings with banks maturing after

one month - - - KA - - . 842
Certficates of deposit - - - - 44,788 - - - 48,788
Hong Kong SAR Government certificates

of indebtedness . . . . 108,344 . . 108,34
Trading assets 260,107 . . - - . . - 260,107
Fmancial assets designated at fair value - 140l R L4l
Denvatives (js.@s} : [ur [ s
Advances 1o customers - 330 - L] - 43530
Financral mvestments - - - - W8 - 2105
Amounts due from group companies 129,778 - - - - 11458 - - 381,230
(ther assets 41571 - - 41571

Total fmancial assets 563078 150l - 231424 463,751 4429 Hl 4750 1710405



LIABILITIES

Hong Kong SAR currency notes 1n circulation I3 108,344 102,374
Items in the course of transmission to other banks 22,837 50,618
Deposits by banks 28 126,604 90,787
Customer accounts 29 1,722,000 1,423,519
Trading liabilities 30 168,200 182 870
Financial liabilities designated at fair value 31 3,360 2. 8338
Derivatives 16 170,995 00 170
Debt securities in issue 32 48,183 34404
Retirement benefit liabilities Sm 875 447
Amounts due to group companies 100,966 47,601
Other liabilities and provisions 33 52,848 45,253
Current tax liabilities V] 3.430 2412
Deferred tax liabilities 35 2,402 1.679
Subordinated liabilities 37 0,811 0721
Preference shares 38 90,328 76.464
Total liabilities 2,631,286 2,170,247
EQUITY

Share capital 39 22,494 22494
Other reserves 40 61,260 26,923
Retamed profits 40 58,006 41 866
Proposed fourth intennm dividend 8 6,500 6.500
Total equity 148,350 07,783
Total equity and liabilities 2,779,636 2.268.030




LIABILITIES
Hong Kang SAR currency notes in

circulation - - - - - 108344 - - 108,34
liems in the course of ransmission 1o

other banks - - - - - 12837 - - 287
Deposits by banks . . : . : 126,004 . . 126,604
Customer accounts - 1,722,000 - - LT 000
[1ading liabilties 108,299 . : 108,299
Financial liabilties desionated at fair value - 3366 - - - - —7 - 3,360

: [ [ (3T

Derivatives 170,187

[ebt securities in issie 18,183 L - 48,183

Amounts dug to group companies RAR2 - - - - 63,42 - - 100,66
Other liabiltes - - - - - 812 - - 812
Subordinated habiliies - - - - - I311 - - 9811
Preference shares - - - - - 90328 - - 90,328
Total financial liabilities J4410 3,306 - - - L4301 4ol RINE A IRY
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16 Derivatives

Derivatives are financial instruments that derive their value from the price of an underlying item such as equities,
bonds, interest rates, foreign exchange, credit spreads, commodities and equity or other indices.

Derivatives enable users to merease, reduce or alter exposure to credit or market risks. The group makes markets
dertvatives for its customers and uses derivatives to manage its exposure to credit and market risks.

Derivatives are carried at fair value and shown in the balance sheet as separate totals of assets and liabilities. Asset and
liability values represent the cost or benefit to the group of replacing all transactions with positive or negative fair
value respectively, assuming that all the group’s relevant counterparties default at the same time, and that transactions
can be replaced instantaneously.

Derivative assets and liabilities on different transactions are only netted if the transactions are with the same
counterparty, a legal right of set-off exists and the cash flows are intended to be settled on a net basis. Changes i the
values of derivatives are recognised in accordance with the group’s accounting policy note 4j.

Use of derivatives

The group transacts derivatives for three primary purposes: to create risk management solutions for clients, for
proprietary trading purposes, and to manage and hedge the group’s own risks. For accounting purposes, derivative
instruments are classified as held either for trading or hedging. Derivatives that are held as hedging instruments are
formally designated as hedges as defined m HKAS 39. All other derivative mnstruments are classified as held for
trading.

The held for trading classification includes two types of dertvative mstruments. The first type are those used in sales
and trading activities, mcluding those mstruments that are used for risk management purposes but which for various
reasons do not meet the qualifying criteria for hedge accounting. The second type of held for trading category includes
derivatives managed in conjunction with financial instruments designated at fair value. These activities are described
more fully below.
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The group’s derivative activities give rise to significant open positions in portfolios of derivatives. These positions are
managed constantly to ensure that they remain within acceptable risk levels, with offsetting deals being utilised to
achieve this where necessary. When entering into derivative transactions, the group employs the same credit risk
management procedures to assess and approve potential credit exposures as are used for traditional lending.

Trading devivatives

Most of the group’s derivative transactions relate to sales and trading activities. Sales activities include the
structuring and marketing of derivative products to customers to enable them to take, transfer, modify or reduce
current or expected risks. Trading activities in derivatives are entered into principally for the purpose of generating
profits from short-term fluctuations in price or margin. Positions may be traded actively or be held over a period of
time to benefit from expected changes in currency rates, interest rates, equity prices or other market parameters.
Trading includes market-making, positioning and arbitrage activities. Market-making entails quoting bid and offer
prices to other market participants for the purpose of generating revenues based on spread and volume: positioning
means managing market risk positions in the expectation of benefiting from favourable movements in prices, rates
or mdices; arbitrage mvolves identifying and profiting from price differentials between markets and products,

As mentioned above, other derivatives classified as held for trading include non-qualifying hedging derivatives and
meffective hedging derivatives. Non-qualifying hedging derivatives are entered mnto for risk management purposes
but do not meet the criteria for hedge accounting. These include dertvatives managed in conjunction with financial
instruments designated at fair value. Ineffective hedging derivatives were previously designated as hedges, but no
longer meet the criteria for hedge accounting.

(i) Contract amounts of derivatives held for trading purposes by product type

2007 2006
Group Bank Group Banl
HKSm HIKSm HES$m HE$m
Exchange rate 7.357,202 65.728,698 4,526,572 4,226,254
Interest rate 10,651.066 10,573.561 7.469,197 7.401,165
Equities 312.162 301.807 136.281 145,726
Credit derivatives T09.173 TOT. 737 401,070 400,027
Commaodity and other 15,724 14,287 20,038 19 739
Total derivatives 19,045,327 18,326,090 12.553,158 12,192,911




[}'1’) Fair values of outstanding trading derivatives }

Bank
2007 2006
Assets Liabilities Assets Liabilities
HEKSm HEKSm HEKSm HEKSm
Exchange rate 70,877 70,299 42,194 41.016
Interest rate 73,636 71.193 42318 40.286
Equities 22,118 23.669 6.355 13.245
Credit derivatives 6.544 4.600 3.025 3.506
Commodity and other 318 426 370 545
Total dertvatives s 173,193 170,187 04,262 08.598
(1ii) Risk exposure by counterparty type
2007 2006
Group Bank Group Bank
% % % %
Government 1 1 1 1
Banks 75 75 68 68
Other financial mnstitutions 11 11 14 14
Other 13 13 17 17
Total 100 100 100 100



Hedging instruments

The group uses derivatives (principally interest rate swaps) for hedging purposes in the management of its own
asset and liability portfolios and structural positions. This enables the group to mitigate the market risk which
would otherwise arise from imbalances in the maturity and other profiles of its assets and liabilities.

The accounting treatment of hedge transactions varies according to the nature of the instrument hedged and the
type of hedge transactions. Derivatives may qualify as hedges for accounting purposes if they are fair value hedges,
cash flow hedges, or net investment hedges.

(i) Contract amounts of derivatives held for hedging purposes by product ty

Banlk
Cash flow Fair value Cash flow Fair value
hedge hedge hedge hedge
HKSm HKSm HKSm HKSm
31 December 2007
Foreign exchange 2,984 — 2,984 -
Interest rate 336,726 59,482 260,975 47,622
Total derivatives 339,710 59,482 263,959 47,622
(i) Fair values of outstanding derivatives designated as fair value hedges
Group Bank
Assets Liabilities Assets Liabilities
HKSm HKSm HKSm HKSm

31 December 2007

(iii) Fair values of outstanding derivatives designated as cash flow hedges

Group Bank
Assets Liabilities Assets Liabilities
31 December 2007 HKSm HKSm HKSm HKSm
Foreign exchange - 335 - 335
Interest rate 6,125 44 4.750 10

6,125 379 ‘ 4,750 > 345
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