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2007 was a year of continued

rapid growth. We have made
great progress on our strategic
journey and firmly established
the Bank as the regional financial
platform for Fubon Financial.
The Bank will continue to harness
the collective strength within

the Fubon Group and expand
our customer franchise, thereby
creating the fundamentals for
long-term sustainable growth.
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DELIVERING GROWTH

2007 was a year of continued rapid growth and strong financial
performance. We have made great progress on our strategic
journey and firmly established the Bank as the regional financial
platform for Fubon Financial. We have made great strides in
expanding our businesses, enhancing product capabilities and
reinforcing infrastructure. Our relentless pursuit of optimising our
balance sheet, shifting our business mix toward higher risk-adjusted
returns, and building recurring income has produced consistent
and sustainable earnings growth. | am very pleased to report that
we delivered another year of record income and profits. Net interest
income increased 23% to HK$854 million, underpinned by strong
loan growth of 22% and net interest margin expansion from 1.44%
to 1.65%. Other operating income demonstrated very strong
growth of 32% to HK$568 million, mainly driven by the wealth
management business. Net earnings recorded a satisfactory
increase of 41% to HK$461 million. Earnings per share were up
41% at 39.33 Hong Kong cents.

With the increasing demand for wealth management services in
the region, we restructured the Wealth Management Group in
March 2007. Our mission is to establish a wealth management
platform that can fulfill the increasingly sophisticated needs of our
high net worth customers, offer an unmatched customer experience,
and ultimately establish ourselves as a leading wealth management
service provider in the region. Enhancements were made in our
capabilities in product innovation and investment advisory. Customer
segmentation strategies were refined to cater for the unique wealth
management needs of different customer segments. Cross-selling
efforts between our various business divisions were being stepped
up. The above initiatives have proven to be successful. Both our
customer base and assets under administration grew by 24%.
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The Bank’s Taiwan-related business continued to deliver robust
growth and already contributed 34% of the Bank's pre-provisioning
profits. Taiwan-related loans and deposits accounted for 18% and
21% respectively of the Bank's total loans and deposits in 2007,
compared to 10% and 16% a year ago. Given the Bank's special
niche in serving Taiwanese enterprises and individuals who are
working or doing business in the HKSAR and the People’s Republic
of China, and backed by strong ties from Fubon Financial, the Bank
is uniquely positioned to capture growing trade and investment
flows between Taiwan, Hong Kong and Mainland China.

During 2007, we continued to improve the way we work, upgrading
our infrastructure and processes to improve our services to
customers, to achieve greater productivity and to enhance our
operational effectiveness. The Internet banking platform has been
enhanced to strengthen the system security, capacity and resilience
to cater for the rising volume of Internet banking transactions.
These investments underpin the Bank's ability to grow consistently
at the impressive rate that it has been achieving. To cope with the
long-term business strategy, the Bank developed a three-year
Information Technology (IT) Roadmap to ensure that IT supports
and enables the achievement of its business strategies and
objectives. Embedded in the IT Roadmap is the implementation
of a CRM platform which will greatly boost the Bank's capability
in moving towards a customer-centric organization offering

differentiating services to its customers.

While modern technology has helped to transform the banking
sector, we are ultimately still a people-driven business. The Bank
has long recognized that employees are our most valuable asset.
Our ability to attract, retain, develop and engage our talent is firmly
on the Bank’s agenda. As we expand, our goal is to embed a set
of firm values into the organisation so that we will, in time, develop
a distinctive customer and business-driven culture. During the
year, the Bank launched a bank-wide initiative called “Why Not
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Campaign” in line with its external branding campaign to strengthen
our commitment to “Value Banking”. “Why Not” is about a can-
do attitude, a reminder to take steps to overcome obstacles that
will block our way to success. An advertising campaign together
with a series of exciting internal communications and training

programmes were kicked off following a town-hall meeting.

Giving back to the community in which we operate is an important
part of the Bank's corporate philosophy. We have chosen to focus
our community relations on the fields of promoting art and culture,
support for the underprivileged and environmental awareness and
protection. In 2007, we set up the “Fubon Caring Ambassador
Programme” to encourage our employees to engage in social
outreach activities. The Bank was awarded the 2007/08 Caring
Company Logo by the Hong Kong Council of Social Service in
recognition of its efforts in caring for the community.

The business environment in 2008 will be fairly challenging, as the
sub-prime crisis continues to affect the US economy and as a
series of austerity measures adopted on the Mainland during 2007
begin to take hold. Going forward, we are determined to harness
the collective strength within the Fubon Group as we face the ever-
changing competitive landscape. We will continue to drive our
business forward, strengthen our customer franchise, and vigorously
pursue our expansion into China. By doing so, we will create the

fundamentals for long-term sustainable growth.

~ /% 7C/—
Ming-Hsing (Richard) TSAI

Chairman
March 2008
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