Our ultimate objective is to create an unmatched
customer experience, as well as to grow the
wealth management business in the region.
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With the increasing demand for wealth
management services in the region, the Bank
restructured the Wealth Management Group
in March 2007. The Division's mission is to
establish a wealth management platform that
can fulfill the increasingly sophisticated needs
of its high net worth customers. The Bank's
ultimate objective is to create an unmatched
customer experience, as well as to grow the

wealth management business in the region.

Innovative products, professional advice, and quality staff
are the cornerstones of this new wealth management
platform. In 2007, the Bank started to enhance its capabilities
in these areas.

The Bank has expanded its Unit Trust range to cover over
700 funds. In addition to traditional long-only funds, the
Bank has introduced alternative investment funds,
including hedge funds, commodity funds, and REITs.
The enhancement offers customers both defensive
instruments to weather volatile market conditions, as
well as offensive instruments to capture market
opportunities from different sectors in different markets.
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Our focus on the
Wealth Management
business led to a
tremendous growth
in customer base of

4%

and fee income
of over

50%
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The offshore business
demonstrated very
strong growth, with
customer base
doubled and assets
under administration
grew by

116%

RTHIRINESIE R
FEERT - FEER
&8 EEEEE
BR 116% °




Business & Operations Review a1k

Our quality market outlook is published
in major local newspapers and frequently
quoted in electronic news media.
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In addition to strengthening its third-party product distribution
platform, the Bank is establishing its own asset management
company, FB Investment Management Limited (“FBIM"). This arm
will specialise in providing asset management services for the
Bank'’s customers including investment funds, alternative investment
solutions and private mandates. In October 2007, FBIM successfully
obtained the approval of the first unit trust umbrella, “FB Investment
Trust”, from Hong Kong's Securities and Futures Commission. Like
other functions within the Bank, FBIM aims at responding to its
customers’ needs better and faster than its competitors, and
eventually becoming another important revenue contributor.

The Bank believes that an informed investor is a better investor.
Thus, it has established an Investment Advisory function to provide
customers with market outlook information, product advice and
portfolio strategies through different channels. A new Wealth
Management monthly newsletter was introduced to give customers
specific and actionable investment advice, as well as useful wealth
management principles. The Division’'s quality market outlook is
published in major local newspapers and is frequently quoted in
electronic news media.

To cope with the increasing demand for wealth management
services, the Bank has refined its customer segmentation strategies.
As it recognises the increasing sophistication of emerging affluent
people and their demand for wealth management services,
therefore, in addition to Ambassador Banking customers, i.e. those
with HK$1 million and above, the Bank has set up dedicated teams
to provide wealth management services to customers with
HK$300,000 to HK$1 million. As a result, more customers can
enjoy better services, products and advice customised to their
unique wealth management needs.
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We aim to establish Fubon Bank

(Hong Kong) as a well-recognised wealth
management service provider to fulfill
the growing demand from high net
worth individuals in Greater China.
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Equipping our sales people with updated market and product
knowledge is essential to delivering the best-in-class professional
advice to our customers. Consequently, the Division provides
both regular and ad hoc market outlook and product briefings to
its sales force.

The above initiatives have proven to be successful. The Division’s
customer base and assets under administration have grown by
24%. Fee income has surged by over 50%. The offshore
business demonstrated very strong growth, with customer base
doubled and assets under administration grew by 116%. A
tremendous 456% growth in fee income was recorded from
the offshore business.

Enhanced product range, fuelled by good market sentiment in
2007, has boosted revenue from unit trusts and insurance. Fee
income from unit trusts has increased by 197%, and total assets
under administration have increased by 206%. Fee income from
insurance has grown by 101%.

Going forward, Wealth Management Group will continue to
strengthen its platform and capabilities so as to establish the Bank
as a well-recognised wealth management service provider for high
net worth individuals in Greater China. Understanding our clients’
unigue wealth management needs, the Bank can help them grow,
protect and transfer wealth through professional advice, powerful
tools, and innovative product solutions.
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Our comprehensive financing solutions enable
our corporate customers to capture every
business opportunities in the region.
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CORPORATE BANKING

To serve the financing needs of a regional customer base
under the ever-challenging market environment, Corporate
Banking provides a comprehensive range of banking services
to corporate customers through its strong Taiwan and Hong
Kong teams.

While economic and market conditions were conducive to
asset expansion, the Taiwan and Hong Kong teams reported
satisfactory loan growth in 2007; total loans and advances
rose by 45%. To mitigate lending risks, the Division continued
to diversify its portfolio, both in terms of industries as well
as loan types, and to take proactive action to monitor the
existing loan portfolio. The Division reported top asset
quality during the year.

The growth of deposits remained strong. The combined
results of the Hong Kong and Taiwan teams reflected a
remarkable year-on-year growth of 42% compared to 2006.
This surge also helped to reduce the funding costs of loan
expansion. Improvement in overall balance sheet quality
was evidenced by a high rise in ROA.

It is worth noting that the Taiwan team continued to expand
remarkably since its establishment in 2005, with 175%
growth in loans and 50% growth in deposits respectively
in 2007.

Net income before operating expenses grew by 63%. The
fee income derived from cross-selling also rose sharply
compared to 2006. These encouraging achievements were
a result of competitive product offerings and the unflagging
marketing efforts of the relationship managers and Financial
Markets Group specialists.

Fubon Bank 3817 Annual Report 2007 53

EEH

ERRKBOTSRET - CESBIE
BABNEEMENM - LRSS
RS EMRTRE - U S RNEE
z=.

HREERTSREBIREERR -
B aMENER-TTLFEBLA

ENERER SFERAFEER
45% o ZHEPFIFE D HERITERES -
WEREERITEERREETES - UK
BEREAR - £ ZAMNEEERE

BRBKT -

FRIERERFES - BERAENMNE
HEBHE-_BTREFLER  RFEEE
42% - FRAEEE B RAREERERA
SNETHAR - BEECREAE LA - R
MEEBEREBEZEMLE -

ES—RHNE /B NHEBE-ZTZTRF
ISR - ERBFEARER > —2F
tENERREREIIEER 175% &
50% °

RETEEXHAFRAEER 63% @ KA
RXHENEBRATR TR FKRIE
EF o ESRBEREEEIS ML S ASE
HEXN - BRTREREBRFNN  TERE
BEEREMERMTSHES 0T i

~
[—]
=
~N

LOANS DEPOSITS
B 2

Total loans and
advances of
Corporate Banking
posted a year-on-
year strong growth
of 45% while
deposits rose

by 42%.
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The overall SME financing business

exhibited very strong growth in 2007.
Its loan portfolio grew by 30%, while
customer deposits increased by 131%.
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Going forward, Corporate Banking will continue to capitalise on
the Bank's commitment to Greater China and to expand its franchise
through a wider product range, customer-centric services and
seamless team efforts. The region’s long-term prospects are robust
and the Division is committed to capturing any appropriate business
opportunities wherever they may arise.

SME FINANCE

The SME Division was formally set up in 2005 by consolidating the
equipment finance and the commercial banking businesses to
provide comprehensive financial services for small and medium
enterprise ("SME") customers.

The overall SME financing business exhibited very strong growth in
2007. Its loan portfolio grew by 30%, while customer deposits
increased by 131%. Despite intense competition, the Division was
able to achieve a decent net interest margin, which was 14 basis
points higher than that in 2006. The SME portfolio is highly diversified
and alongside active business expansion, the Division continued to
maintain sound asset quality by exercising stringent credit approval
and reviewing processes. In addition, the amalgamation of the SME
financing business with Financial Markets and Wealth Management
Groups has proven to be very successful. The Bank's fee income
from SME customers grew by 150%. As a result, the revenue and
ROA of SME finance went up 44% and 29% respectively year-on-year.

Leveraging on the strong foothold in the SME market through
equipment financing, the Commercial Banking department continued
to expand very quickly. The team has more than doubled in size
in three years, and its loan portfolio grew by 89%. Revenue growth
was even more impressive, soaring by more than 2.5 times owing
to the strong rise in fee income.

The Bank's equipment finance business continued to secure a
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leading position in the market. The Taiwan specialised team
dedicated to providing equipment financing services for Taiwanese
SMEs continued to expand, and registered a strong growth in its
loan portfolio of over 30% in 2007.

SYNDICATION AND STRUCTURED FINANCE

Despite overall roller coaster market conditions, 2007 turned out to
be another exciting and fruitful year for the Syndication and Structured
Finance team, as growth in new business accelerated with both
revenues and profits setting new highs. The team provides corporate
and institutional clients with custom designed debt financing solutions
to best achieve their financing objectives. The Bank works closely
with large and medium sized corporations, publicly listed or privately
owned, on financings for corporate funding needs and acquisitions,
as well as with international and regional financial sponsors on
leveraged and management buy-out transactions.

The first half of 2007 continued the momentum from 2006 with
healthy deal flows in an active market. The Bank provided its clients
from industrial, real estate and infrastructure sectors with new debt
financing through its leadership roles in syndication and club-based
loans. During the second half of the year, the Bank achieved
financial close for a highly complex management buy-out transaction.
For this transaction, the Bank stepped up to provide its expertise
and commitment to a management-led sponsor group supported
by a major international private equity company in completing the
leveraged buy-out of an Asia-based luxury jewellery brand and
maker with a leading position in the U.S.

The team demonstrated its strong capabilities by delivering a record
year of growth in 2007 with both high profitability and deal
completion rate. Notably, its 2007 fee revenue jumped by over
three times and net profit more than 10 times compared to 2006.
Moreover, new assets booked exceeded HK$2.5 billion.
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The Syndication and Structured
Finance team demonstrated
strong capabilities in delivering
a record growth in 2007,

with new assets booked
exceeded HK$2.5 billion.
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Our Financial Markets Group was able to meet
the challenges and produced strong results
under the hectic market conditions.
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2007 was a year of tremendous growth for
the Financial Markets Group (“"FMG"). Spurred
by the booming stock market, our businesses
took on new dimensions both in terms of
products and services, as well as client

coverage.

FURTHER IMPROVEMENT IN BALANCE SHEET
STRENGTH

The size of the Bank has increased by almost 14% in 2007,
thanks to both the significant increase in the number of
customers and the resultant increase in the amounts of
loans and deposits, which grew 22% and 22.7% respectively.

The increase in the size of the balance sheet has allowed
Treasury to reallocate resources to increase its investment
activities. Hence our various returns and ratios such as Net
Interest Margin, ROA and ROE have all improved significantly.

Unfortunately, due to the credit dislocations in the global
marketplace late in the year, the availability of liquidity in
the credit markets was significantly impaired, which in turn
forced the widening of credit spreads for all types of debt
instruments. We were thus advised by our auditors to
prudently write down the value of our investments in our
relatively small CDO and SIV investments. This somewhat
marred the overall result of Treasury, although the overall
credit quality of our investments has been stable and even
improved at the end of 2007.

Fubon Bank 3817 Annual Report 2007 53

ERMHEHRR T LFHE
YRR c ERMAHTET
BMEBEREER - R
LEFFEM 198 LT — @
e

EEEERRE-SHS

EEEFHEBEEM  ERREFERED
Bl EF 22% R 22.7% » EAITHIRER
TEEEFIRRER 14% ©

EESBERENER  HUEIEAER
D EEFRIBIIREES o FLt - RTH
BEBRLE > flIFEE EERRE
SUENEEESEPN R e

AT ARFERZEHSEREESR
o FEMSHNRBESKERD - UE
BREHTANEESERA » MUtAR{T
RBEMEFEATEE K RERESK
EBURETARORENREFLRE
B - BEATREMAGNEREEESR
REBE EER-ZZ+FEREME
5 BEEREERREE LERT AL
HYEERR AR -

FMG has located,
packaged and
launched a much
wider selection of
financial products
that covered not
just the local market,
but also that of the
U.S. and other
Asian countries.
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FMG is delighted
to see its hard work
has resulted in a
more than

4%

improvement in

the profitability of the
entire marketing
department.
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tripled in 2007.
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The larger balance sheet size also allowed the FMG to become
more active in all areas of the financial markets. For example, in
2007 we were able to take advantage of the rise in the stock market
to sell some investments to generate almost HK$100 million in
realised profits.

We continued to operate actively in the local government bills /
bonds markets, and maintained our status as one of the 12 eligible
market-makers of both the Hong Kong Exchange Fund Bills and
the Exchange Fund Notes and thus were also designated by the
Hong Kong Monetary Authority as one of the primary dealers that
can bid for any new Exchange Fund Bills / Notes issues.

CONTINUED GROWTH IN FEE INCOME

The marketing area of FMG was also extremely active in 2007.
The demand for our products by the ever-growing Wealth
Management Group continued unabated.

In response, we have located, packaged and launched a much
wider selection of financial products that covered not just the local
market, but also that of the U.S. and other Asian countries. The
underlying instruments were upgraded to include commodities;
base metals; foreign currencies; interest rates-based investment
opportunities, in addition to equity-based products. This helped
fuel a rise in turnover of 150%, with the number of transactions
also increasing by 132%.

Our Corporate Banking and SME Divisions were also vigilant in
taking advantage of improved financial market conditions in Hong
Kong. As a consequence, our corporate client base increased
by 55%. In order to serve this growing client pool, FMG also
expanded the team that covered this group by more than double.
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Total marketing revenue
grew 164% in 2 years.
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Wider selection of financial

products fuelled a rise in
turnover of 150%, with the
number of transactions
increasing by 132%.
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Consequently, our business volume also increased significantly.
For example, in 2007 we tripled the amount of Non-Deliverable
currencies contracts (including currencies other than Renminbi)
compared to that of the previous couple of years combined. We
even had to expand our services to become 24 x 7 in order to
ensure our clients always have the most up-to-date market
information.

Our goal is to expand our corporate coverage to become a significant
portion of revenue, so that it will ensure that our overall growth
strategy will be more balanced and sustainable. In 2007 our strategy
paid off, with corporate-based revenue increasing to more than
23% of the total marketing revenue, with the trend expected to
increase to even 50% in the coming year.

We are delighted to see our hard work has resulted in a more than
44% improvement in the profitability of the entire marketing
department.

MEETING THE CHALLENGE OF THE HONG KONG STOCK
MARKET

The performance of the local stock market in 2007 was
unprecedented. The exceptional price movements of H-shares,
as well as some of the large local stocks offered a rare window
of opportunity, where investors felt confident to take on larger
positions. The Securities Services Division consequently was at
the forefront of the strong performance of the FMG in 2007. The
unit took up the challenge to meet the sudden and large increase
in customers’ needs.

We were well-prepared because we had begun the process of

overhauling the operations of the Division in 2006, and therefore
in 2007, we managed to scale up our business and significantly
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boosted our capacity. We have, for example, increased the
connectivity capacity with the Stock Exchange by almost 10 times;
our telephone system was also upgraded by more than double to
improve the capacity of handling incoming calls. In addition, the
trading systems were enhanced to achieve continuous operations
in volatile market conditions by means of creating hot standbys,
and reconfiguration of the inherent system architecture to reach
better scalability and improve response time. We also introduced
Interactive Voice Trading Systems later in the year to ensure our
customers could access the market in the most active trading
hours, as well as being kept informed of the market's movements.
However, these various system enhancements also needed to be
augmented by people, and, as a result, the number of staff in the
Division increased by almost double in 2007. To accommodate
all of these expansions, the Division moved to a renovated dealing
room which is much better equipped to provide the enhanced
products and services to our clients.

The unprecedented stock market movements also attracted many
overseas investors, and as a Taiwanese-owned financial institution,
we had an advantage in this particular area. In 2007 our Taiwanese-
based customers more than doubled and our overseas customers’
contribution to commission-earned grew from 7% to 15%. More
importantly we have seen this trend continue as the Hong Kong
and Chinese markets continue to gain global prominence.

OVERALL PERFORMANCE

2007 was an important year for the FMG. The often hectic market
conditions and increased activities have been exceptional. FMG
successfully achieved a higher service level and scalability, and
was able to meet a range of challenges and produced strong results.
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Our corporate-based
revenue increased to more

than 23% of the total
marketing revenue.
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Brokerage commission earned
nearly doubled in 2007.
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Overseas commission
earned grew from
7% to 15%.
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We are constantly reviewing our business processes, enhancing
our operations and risk management capabilities and controls,
providing more training to our staff to further improve our
professionalism, as well as widening our engagement in the financial
markets, so that we can remain competitive and deliver the best
products and services to our clients. We will continue to do so
in the future.
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Our Consumer Banking team demonstrated
growth momentum in terms of overall
fee income and loan receivables.
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Consumer Banking continued to deliver a good
performance in 2007. Highlights included
outstanding mortgage business, the successful
personal loans programmes, an increase in
the Platinum card customer portfolio, and
upgrading programmes from the mass market
segment to the affluent group. All drove
positive growth momentum in terms of overall

fee income and loan receivables.

Facing the challenging and dynamic market of the mortgage
business, the Bank maintained its competitive position and
sustained strong growth by expanding sales channels to
capture new business and retaining its existing portfolio.
By adopting a focused strategy, two important initiatives
were accomplished. First, the Bank further expanded the
size of its mortgage direct sales team and a mortgage sales
office was established in mid-2007. Comparing to 2006,
the amount of new mortgages booked under the direct
sales team increased by 320%. Second, the Bank also
made vigorous efforts to improve the run-off ratio by setting
up a dedicated team in the Call Centre specifically for
customer retention. The Bank successfully retained 80%
of customers who had the intention of withdrawing loans
during the year. The mortgage business had great
momentum with the new loan booked amount and loan
receivables increasing by 107% and 9%, respectively.
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The Bank
successfully acquired
high quality
customers and
established an
affluent platform as
the Platinum card
base showed a 117%
growth rate.
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The new mortgage
loan booked amount

Sales generated by
the direct sales team
quadrupled.
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Credit Cards also had positive growth in the number of credit card
customers with the increase of our customer base and our
continuous card utilisation programmes. Credit card spending
grew 9% compared to the previous year and the total fee income
related to credit card sales increased by 13%. The Bank issued
over 46,000 new cards in 2007 and successfully established an
affluent platform and acquired high quality customers in which the
Platinum card base increased by 117%. The launch of the Elite
Platinum card successfully acquired a group of high net worth
customers in which over 35% are cross-selling other investment
products.

The personal loans business also demonstrated good momentum
with 27% growth in the new loan booked amount. Regarding
personal installment loans, the Bank rolled out a personal loan
campaign by incorporating a fixed term loan and revolving credit,
which generated great noise and market awareness. In October,
the Bank launched another tax loan programme by employing a
flat pricing strategy to customers and the new communications
platform “Why can't we celebrate this tax season?” This initiative
created high media exposure and positive results.

The Bank continued to reinforce the corporate image of “Value
Banking” in 2007, while employing a new communication platform,
“Why Not", to further substantiate the message. A new corporate
image campaign was rolled out in May 2007 explaining the Bank's
rationale and belief on providing “Value Banking” services, and we
communicated our “Why Not"” spirit which always pushes us to
think out-of-the-box, be innovative and go one step further. The
new corporate image campaign included a TV commercial, print
ad, branch billboard signage and posters. A town hall session was
also held to target all staff, encouraging them to share this value.
This was followed by a series of workshops and training in 2007.

42

consumer banking {8 A 13

The Bank continued to reinforce
the corporate image and “Value
Banking” platform by launching
a new TV commercial that
communicated our message

of “Why Not” spirit.
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We focused on the personal

installment loan business by launching
a series of product campaigns,
resulting in the new loan booked
amount increasing by 27%.
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Going forward, Consumer Banking will drive customer growth by
taking advantage of the Bank's new business model on customer
segmentation, namely mass market, emerging affluent and high
net worth customers. New initiatives and dedicated efforts have
been put on upgrading potential mass market customers to other
customer segments by means of cross-selling and referral
programmes.
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Enhancement of our infrastructure, systems and
risk control framework will further strengthen
our capability in providing the best support to
Implement our business initiatives.
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BUSINESS TECHNOLOGY MANAGEMENT

The Bank continues to invest significantly in Information
Technology (“IT") systems, in particular on new hardware
and infrastructure upgrades, and revamping functionalities
of applications systems in order to cope with the long-term
business strategy of the Bank. In addition, the Bank has
developed a three-year IT Roadmap to ensure that IT continues
to support and enable the achievement of the Bank's business
strategies and objectives. The IT Roadmap will move the
Bank's IT to the Service Oriented Architecture (“SOA") and
progressively retire the legacy solutions. The SOA will
enhance the Bank with faster delivery time frames for new
products and services, and to seize new market opportunities.

CRM System and Data Warehouse Replacement
Included in the IT Roadmap is the implementation of a
technology platform with an industry standard data model
to support the delivery of enterprise-wide single 360° view
of customer, enterprise reporting and corporate data
warehousing. This demand is primarily driven by a need
for enterprise-wide single 360° view of customer to support
more comprehensive solutions for customers, drive targeting
activities for acquisition, retention and cross-selling / up-
selling, and for delivery of differentiated customer services.
This capability will allow the Bank to move towards a
customer-centric culture and organisation which offers
differentiating services to its customers. The Bank has
partnered with IBM to implement the Customer Relationship
Management (“CRM") / data warehouse replacement project
with target completion in end of 2008.

Electronic Channel Enhancements

The Bank believes that electronic channels are a fundamental
customer service channel and are vital to the growth of the
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The Bank’s three-year
IT Roadmap will
move the Bank’s IT
to the Service
Oriented Architecture
("SOA") which

will enhance the Bank
with faster delivery
time frames for new
products and
services, and to
seize new market
opportunities.
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The Bank has
invested substantially
to replace the
existing unsecured
loan underwriting
system with a new
one that has a more
sophisticated and
flexible engine
capable of a multi-
dimensional credit
decision matrix.
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In 2007, the number of
Internet banking customers
increased by 71%, while
transaction volume
increased by 84%.
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Bank's strategic initiatives. In 2007, the Bank continued to invest
in the various electronic channels and upgraded the overall
infrastructure of the Internet banking platform. The upgrade,
including both the hardware and software, will further strengthen
system security, capacity and resilience to cater for our rapid growth
in Internet banking customers and transaction volume. In 2007,
the number of Internet banking customers increased by 71%, while
transaction volume increased by 84%.

The Bank has also completed various functional enhancements
including alphanumeric username and password and online Internet
banking account opening. In 2008, the Bank will continue to
revamp its Corporate and Personal Internet banking platform,
enhancing both the functionalities and user experience. In 2007,
the Internet Stock Trading (“IST") system of the Bank also
underwent substantial enhancements to improve its capacity and
stability. In 2008, Internet banking will also provide single sign-
on convenience with our IST system.

Business Systems and Infrastructure Upgrade

The Bank continued to revamp the functionalities of the stock trading
system in 2007, including replacement of the old hardware with more
powerful computers with a resilience mechanism, as well as upgrades
of the network speed and throttle rate to ensure all our customers’
instructions via phone or Internet are handled and processed promptly.

The Bank also started the replacement of the old lending systems
from Corporate, Hire Purchase and Personal Loan applications, to
approval, processing and repayment to cope with the Bank's business
and customers’' needs. Upon completion of the lending system
revamp project, the overall processing time of loan applications will
be greatly improved, with greater flexibility for customers for lending
and repayment while enhancing the Bank's speed to launch new
lending products to the market. The project is designed for
implementation in different stages with completion dates during 2008.
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The implementation of the new Customer
Relationship Management system will

allow the Bank to move towards a
customer-centric culture and organisation
which offers differentiating services

to its customers.
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As part of the business strategy, the Bank has decided to revamp
the existing trade finance application by replacing it with a new
one that will meet the requirements of customers who have a
presence in Hong Kong, Taiwan and Mainland China. The installation
of the new system is scheduled to be completed in Q4 2008.

In addition, the Bank will continue to invest in the IT system for office
automation and further enhance its business application systems
to cope with the fast changing market and improve services to
customers. Upon completion of these planned activities, the Bank
will significantly enhance the functionalities of its existing systems,
automate back office operations and provide greater flexibility to
launch new products and ease access of customer relationship
information by management, and the front and back office staff.

OPERATIONS

The Bank’'s business and customer transaction volume grew
substantially in 2007. Business momentum related to investment
and wealth management was particularly strong, with unit trust
transactions soaring by 400% compared to 2006. Also, transactions
relating to new and structured financial markets products increased
over 200%, and over 77 IPO services were launched in 2007. Various
key centralised processing departments’ transactions increased over
300%, and the flexibility of our operations model successfully
responded to dynamic market changes and business growth.

In 2007, the Bank initiated over 30 service quality management
programmes and training for our front and back office staff, coupled
with regular benchmarking on branch services, to further improve
our services. Although customer transaction volume and complexity
of our products increased, the operations risk and error rate remained
well under control, thanks to the Bank's traditionally prudent risk
management practices.
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In 2007, the Bank initiated over 30 service
quality management programmes and training

for our front and back office staff, coupled
with regular benchmarking on branch services,
to further improve our services.
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At the same time, the Bank continued to expand and improve its
products and services while enhancing its operations efficiency.
The Bank worked with a leading document management vendor
to implement multi-functional devices in all branches and offices
in Q4 2007. This laid the foundation for implementing a Document
Management System in 2008 to enhance operations efficiency and
provide cost-effective document management and imaging solutions
within the Bank. The Bank also enhanced its investment product
back office system in early 2008, resulting in greater capacity,
improved customer service, and lower long term running costs.

The Division not only provides timely services and products, but
also ensures that internal departments work together effectively.
In 2007, it successfully relocated the Bank's business units to a
new office in Central Tower in Central. Also, in Q4 2007, several
other departments such as Securities Services, Human Resources,
SME Commercial Banking and Channel Management were relocated
to the Bank’s self-owned premises Fubon Bank Building in Central
to maximise operations efficiency.

Finally, successful cost control and greater use of technology
solutions combined with prudent risk management will continue
to be the Division’s key focus throughout 2008.

CHANNEL MANAGEMENT

In order to focus on building up the Bank’s customer franchise,
enhancing channel operational effectiveness and efficiency, and
making a difference in the customer experience, Channel Management
was restructured in 2007 to achieve these goals. Under the new
structure, Branch Services and Support, Call Centre, Customer
Experience & Process Re-engineering, and E-Banking work together
as an integrated platform to foster effective channel services and
facilitate business acquisition strategy by customer segmentation.
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A new outbound telemarketing team
was established to provide dedicated
support to the mass market segment in
terms of servicing, cross-selling and
upgrading customers.
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Aligning with the Bank's growth strategy, Call Centre has reinforced
its role as a revenue contributor instead of only a supporting
function. A new outbound telemarketing team was established
to provide dedicated support to the mass market segment in terms
of servicing, cross-selling and upgrading customers. For E-banking,
in close collaboration with the Bank’'s product teams, online
marketing programmes were scheduled to be launched in 2008
to generate revenue through online channels.

Creating synergy and consistency across channels is the
Department’s another goal. Selected ATMs are being replaced by
the latest multi-functional models, while market leading 2-in-1
ATMs, facilitating instant cash deposits and other advanced ATM
functions, were introduced at major branches as an alternative
banking channel for customers. The E-banking system enhancement
was implemented to provide hassle-free online banking functions
with heightened security measures. The Interactive Voice Response
System was enhanced to give our customers greater convenience
and satisfaction at their fingertips.

Channel Management will continue to deliver growth in the long run
by maximising customer value with consistent quality services through
various channels (ATMs, branches, E-banking and phone banking) and
optimise channel usage and productivity to meet the ever-growing
demand of one-stop banking services anytime, anywhere and anyhow.

RISK MANAGEMENT

Enterprise Credit Risk Management

The Enterprise Credit Risk Management Department continues to
provide credit function support for the corporate, commercial and
retail banking business units of the Bank. Credit officers team up
with marketing officers to visit and evaluate credit customers, with
the view of enhancing the effectiveness and efficiency of business
acquisition and financing undertaking.
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Enterprise Credit Risk Management
will continue to sharpen its risk
management capability through
continued staff development and
recruitment of professionals.
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After taking the lead role in implementing Basel Il in 2006, the
Department continued to strengthen its credit risk management
capability in 2007. The Department again took an active role in
the preparation of various stress tests on the loan assets of the
Bank to ensure the Bank's resilience to adverse situations. The
Department also continued to conduct on a regular bank-wide basis
in-house credit seminars and training in order to share its professional
experience in credit evaluation and problem account handling. The
Department will continue to sharpen its risk management capability
through continued staff development and recruitment of
professionals in line with the Bank’s “Why Not" concept and growth
objective.

In 2008, the Department will undertake an active role together with
other support and risk management departments in the
establishment of the Bank's framework for the “Capital Adequacy
Assessment Process” ( CAAP ).

Consumer Finance Risk Management

Consumer Finance Risk Management manages the overall credit
risk and credit operations functions of all consumer finance products
in the Bank. It operates on an automated platform following a
framework of pre-determined criteria and rules. This has been put
to good use as the Bank utilises its internal risk scoring models
for new unsecured loans and credit card acquisitions, as well as
in portfolio management. During the year, the asset quality of the
Bank’s unsecured loan portfolio remained sound. All credit quality
indicators exhibited satisfactory performances, and the Bank's
credit card write-off performance was in line with the market.

To further improve the Bank's effectiveness and operating
efficiencies, and to maintain its position in an increasingly competitive
market, the Bank has invested substantially to replace the existing
unsecured loan underwriting system with a new one that has a
more sophisticated and flexible engine capable of a multi-dimensional
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Through adequate human resources and
technical advancements, Treasury Risk

Management contributed to the success of
Financial Markets Group by facilitating the
product development process and analysing
a wide spectrum of bank investments.
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credit decision matrix. Apart from the revamp of the processing
engine, the credit policy strategy setting and revision are more
flexible and efficient than the previous platform. The migration
to the new system is expected to be completed in 2008.

Treasury Risk Management

The Bank’'s Treasury Risk Management enhanced its risk
management capabilities by streamlining the market risk
management process and strengthening the risk control framework,
which paved the way for significant growth in the treasury business
during 2007. Through adequate human resources and technical
advancements, the Department contributed to the success of
Financial Markets Group by facilitating the product development
process and analysing a wide spectrum of bank investments.

During 2007, the Department grew both in numbers and talent.
Now the team is composed of Financial Risk Managers, Chartered
Financial Analysts, Certified Public Accountants, Quantitative
Mathematicians, as well as Information Technologists, who help
to secure the risk management framework of the Bank.

Technologically, the Department is empowered to build a strong
and standardised risk management structure through the acquisition
of state-of-the-art financial systems and the use of renowned IT
technologies. Not only is the pricing capacity noticeably improved
in terms of productivity and efficiency, but also the routine risk
management processes such as portfolio assessment and limit
reporting are enhanced through automation. The Bank's exposure
to risk is being monitored and measured in a timely fashion.

Going forward, the Department will strive to support the Bank in
outperforming its competitors through the best risk management
practices. The Department will also make the necessary contributions
to the Bank’s business expansion plans by complementing them with
new market risk exposures.
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people development
ATEEBERERE

Fubon Bank has long recognised that employees are its most
valuable asset, and the best way to provide high-quality professional
service is to recruit a high-calibre workforce. Consequently, the

Bank's recruitment policies are focused on achieving this goal. In
2007, the Bank started to identify and recruit high-calibre people
not just within Hong Kong, but also in Taiwan and PRC. This
underlies the Management's strong belief in overcoming all
obstacles, and its readiness to venture into uncharted areas to take
on new challenges. Recruitment efforts were stepped up in 2007
to cope with the Bank’s business needs and future development.
At the end of the year, staff strength stood at 1,101, representing
a 20.86% increase over the previous year.

To develop talent and cultivate a customer-driven culture, the Bank
implemented and followed up on numerous programmes and
initiatives in 2007. Since the introduction of the Management
Associate Program in 2005, two batches of graduates have now
become an integral part of the organisation. With a view to building
a more customer and business-driven culture, the Bank launched
a bank-wide initiative called “Why Not Campaign” in line with its
public marketing campaign in 2007. All staff with or without a
leadership role had to attend a one-day training programme
specifically tailored to their job situations.
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2007

The Bank’s headcount rose 20.86%
during the year in line with the
growth and expansion of its business.
The recruitment net has also been
extended to encompass candidates
from Taiwan and the PRC.
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The Bank implemented and followed up on numerous
programmes and initiatives in 2007 to develop talent,
cultivate a customer-driven culture and formulate strategies
to face the fast-growing competitive environment.

Fubon Bank has played the role of a caring employer
by providing a balanced work-life to its employees.
The Bank was a forerunner in the banking industry
to provide paternity leave for the male employees.

KTR-ZZLEBTRREZRTEETER - LUEBEAT - #X
LB DERNEAMBIET R - UEHHRF A BHUNEERE -

EABITRAETRMTENTHEELTERE  REBEET
B o NIRRT  EEMETZRARERY -

For talent strategy, the “War of Talent” and “Making Fubon a Caring
Organisation” campaigns were launched and major planning and
commitments were formulated for the Bank. All supervisors were
required to conduct a casual one-on-one pre-appraisal meeting
with their respective subordinates to address their personal and
career development needs. A bank-wide staff survey was also
conducted to gauge staff satisfaction levels in their jobs. Parameters
were then set for divisions and departments to follow up.

Over the past years, the Bank has never relaxed its efforts to make
its staff compensation and benefits package competitive. The
Bank was a forerunner in the banking industry to provide paternity
leave for its male employees. In 2007, the annual leave policy was
enhanced so that the Bank's employees could sustain higher
productivity after holiday breaks. The physical and emotional well-
being of the staff are also extremely important. To ensure that
staff have a balanced work-life, a five-day work week was
implemented in 2006. To enhance staff morale and the cohesiveness
of the organisation as a whole, the popular “Staff Recreation
Committee” has continued to develop, organise and implement a
host of leisure and recreational activities for staff at all levels.
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