Chairman’s Statement
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P> In 2008, we witnessed an unprecedented
dislocation of the global financial

markets and many of the world’s mature
economies entered into a recession. The
weakening business environment had a
damaging effect on the banking industry.
Banks saw their financial performance
depressed by weaker revenues, rising
loan delinquencies and bad debt charges.
The Lehman Brothers incident further
dampened investor sentiments and
potentially caused temporary setbacks to
the wealth management business.
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Fubon Bank (Hong Kong) has by no means been immune to the
financial crisis. Despite revenues strengthening in the first half
of the year, the Bank's financial performance weakened in the
second half as dislocations in global financial markets intensified.
As a result, the profit attributable to shareholders of the Bank for
the year ending 31 December 2008 decreased considerably by
78%, compared to the previous year.

Notwithstanding the market turbulence and the challenges of the
global economic downturn, the Bank continued to experience
satisfactory deposit growth, better credit spreads, and lower
deposit funding costs, which helped strengthen profitability in
the core lending and deposit franchise. Despite our net interest
income reaching a record high, the increases were mostly offset
by declines in other operating income. As global markets declined
and volatility increased, investors became cautious and risk averse
which led to a significant fall in demand for retail investment
products from Hong Kong and Taiwanese customers. To diversify
our sources of fee income, the Bank successfully reached out to
new segments of clients, including corporate and SME clients,
by providing tailored treasury and investment products to satisfy
their needs. The marketing fee income of the Financial Markets
Group derived from cross-selling to corporate and SME clients rose
sharply by 80% compared to 2007. This encouraging achievement
was a result of competitive product offerings and the unflagging
marketing efforts of our relationship managers and Financial
Markets specialists.

Various measures were taken during the year to strengthen the
Bank against the growing economic uncertainty. Cost efficiency
was enhanced through streamlining operations and effective cost
management. Credit policies and underwriting requirements have
been tightened. Adequate allowances were set aside to provide
for potential asset quality deterioration. While pursuing business
growth and profit, we have continued to place risk management
and strengthening internal controls as our top priorities. At the
same time, the Bank has taken tremendous efforts to enhance
its compliance and control platform for investment activities to
ensure that the product and sales platform fully complies with the

regulatory regime and investor protection framework.
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The Bank has always been prudent and proactive in capital
management. In December 2008, the Bank successfully
completed an approximately US$120 million preference share
issue. This has further strengthened the capital base, providing
the Bank with greater operating flexibility to meet its business
development needs and to weather the economic uncertainties
arising from the global financial turmoil. A stronger capital position
will also enable the Bank to take advantage of growth opportunities
in the current environment. This includes strengthening our
customer franchise by deepening existing relationships and
acquiring new ones, and selectively growing our loan book to

increase market share and profitability.

The successful completion of acquiring a 19.99% stake in Xiamen
City Commercial Bank has marked an important step in expanding
the Group's financial platform in the region. Our partnership with
Xiamen City Commercial Bank has given us a solid base from
which to expand our operations on the Mainland, which presents
vast business opportunities. We look forward to expanding our
range of products and services to better serve the banking needs

of our Taiwanese and Hong Kong clients on the Mainland.

The Bank has remained committed to serving the community.
Donations were made by the Bank and our employees to support
the relief operation of the Hong Kong Red Cross for the Sichuan
Earthquake victims. The Fubon Caring Ambassador Programme,
which was set up in 2007, now engages a team of close to 100
employees who work together with NGOs for the benefit of the
elderly and children living in low-income families. The Bank was
awarded the Caring Company Logo for a second consecutive year

in recognition of its efforts in caring for society.
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Looking ahead to 2009, we are likely to face growing challenges
arising from the further slowdown in the global and Hong Kong
economies. Decelerating economic growth stemming from the
global financial turmoil and the negative wealth effect arising
from a weak local stock market will continue to depress market
sentiment. Given the state of economic and market environments,
we will focus on driving the performance of our core deposit and
lending businesses, nurturing existing client relationships and
acquiring good quality clients to grow our customer franchise.
Another top priority for this year is to further integrate with
Fubon Financial in order to leverage on the Group's platform for
creating operating synergies and improving economies of scale.
This will help maximize revenue and generate growth that will
create greater value for our shareholders. We will also continue
to strengthen our balance sheet, enhance our risk management
capabilities and proactively manage our cost base so that we are
well placed to weather the uncertainties. With the support of our
shareholders, employees and customers, | have no doubt that we
will emerge as a stronger and better organization to capitalize on
the best opportunities for regional growth.
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Ming-Hsing (Richard) TSAI
Chairman
March 2009
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