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Wholesale Banking
HEEXER1T

Despite the increasingly difficult market
situation, we continue to be the best partner
of our corporate and SME customers,
providing them with comprehensive
financing solutions that best suit their needs.

BEMHREHSRIK - NMIDEEEEAERER /)
TEFNRESHENRE  RUEIISHMAFTENZERE
RERFE -




» The Corporate Banking Division continues to
deliver organic growth by cautiously extending
its customer base and developing the regional
platform for the Group which will become a key
business driver.
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We have formed a closer collaboration,
especially in the Taiwanese corporate segment,
with Fubon Financial in 2008 to maximize the
synergy in market intelligence and talent pool
sharing.
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CORPORATE BANKING

Despite overall dismal and competitive market conditions, 2008
was a challenging yet rewarding year for Corporate Banking.

In 2008, we endeavoured to grow a wide customer base that
ranges from medium size to top tier public companies. The local
Hong Kong business remained the key business driver. Assets
and deposits reported 24% and 28% growth respectively, as
compared to 2007. Fee income outperformed 2007 results
by around 40%. These encouraging achievements were a
tribute to the unflagging marketing efforts from the relationship
managers, Syndication and Structured Finance team and Financial
Markets Group specialists.

The Taiwan team continued their dedicated support of Taiwanese
customers, particularly for those with structured finance needs.
Notably, it was the most productive team throughout the Bank.

We also established our China team aiming to provide premium
services with a comprehensive range of financial products for our
China-based customers. The business momentum was more
than satisfactory, demonstrating our high commitment to this
huge market.
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In early 2008, we formed a closer collaboration with Fubon
Financial, especially in the Taiwanese corporate segment. We
saw great synergy in market intelligence and talent pool sharing.
Also we attained parental support in streamlining operational
procedures and expanding our customer franchise.

Following the successful acquisition of Xiamen City Commercial
Bank, our aim in 2009 is to exceed our corporate customers’
expectations in the provision of top quality services in Greater
China.

GLOBAL COMMERCIAL BANKING

The Global Commercial Banking Division was formally established
on 1 January 2008 to serve Taiwanese enterprises through cross-
selling opportunities under the platform of Fubon Financial. Our
target customers are medium-sized companies and most of their
holding companies are located offshore, with their finance offices
in Hong Kong or Taiwan, and their factories in China, Vietnam and
South East Asia.

The Global Commercial Banking Division seizes its market share
by providing a series of trade finance services to tap customer
deposits. We also collaborate on cross-selling opportunities with
the Financial Markets teams of both the Bank and Taipei Fubon
Commercial Bank Co., Ltd. to offer investment and structured
products to customers.
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Asset quality will be the first priority to grow
our franchise at solid positions in 2009 by
maintaining rigorous risk management and
effective internal controls.
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The SME Division has implemented new
measures to improve the Bank's internal
controls on developing the SME business.
We will continue to support our SME
customers with the Government’'s SME
Loan Guarantee Scheme and Special Loan
Guarantee Scheme.
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The performance of the Global Commercial Banking business
in 2008 epitomizes the strength of the current business model
reinforced by its cross platform in driving growth at a steady pace in
a less favourable market environment. We registered satisfactory
achievement in operating income with fee income growth fuelled
by the very successful cross-selling during the year.

Looking forward, 2009 will be a challenging year. Asset quality
will be the first priority to grow our franchise at solid positions by
maintaining rigorous risk management and effective internal control.
In addition, we will continue to pursue growth of our customer base
and fee-based income as well as among our various cross platforms
under Corporate and Investment Banking Group.

SME FINANCE

2008 was a very challenging year for the SME Division. We saw
the global financial crisis spread to Hong Kong and China starting
from the fourth quarter of the year. Small- and medium-sized
enterprises (“SMEs") were one of the most impacted among
all business sectors. Our non-performing loans from SME
customers continued to rise and we have already adopted an
aggressive approach of providing sufficient specific allowances for
bad loans in 2008. In response to the current financial tsunami,
we have implemented a number of new measures to improve
our internal controls on developing the SME business, such as
internal organizational restructuring, regular health checks on our
loan portfolio, tightening of credit policies and procedures, and
upgrading of the loan system.
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Looking ahead to 2009, the SME Division will continue to help
our SME customers overcome the impact of the global financial
crisis. We will support SMEs more with the Government's current
SME Loan Guarantee Scheme and the newly launched Special
Loan Guarantee Scheme. Also, we will conduct regular internal
reviews of our SME business to improve our quality services for
our SME customers. In addition, we plan to further expand our
China presence by offering new RMB leasing services through our
Mainland leasing company in 2009.

SYNDICATION AND STRUCTURED FINANCE

A brewing financial crisis triggered by sub-prime lending in
the U.S. towards the end of 2007 finally exploded into several
major financial tidal waves during 2008, bringing unprecedented
destruction to financial markets all over the world. The Asia
Pacific region was not immune to this severe domino effect, which
exerted tremendous pressures on the debt and credit markets
around Asia with shrinking liquidity, costly funding, and worsening
credit quality. Despite increasingly difficult market conditions,
the Syndication and Structured Finance team remained an active
player in the Hong Kong syndicated loan market by continuing to
work closely with our clients, providing them with timely market
information and guidance to assist them in their fund raising during
these challenging times.
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The Syndication and Structured
Finance team remained an active
player in the market by taking leading
roles in a number of club-based loan
transactions.
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During 2008, we continued our close cooperation with the
Corporate Banking Division in Hong Kong to provide product

knowledge and service to clients, while extending our working
relationship with Taipei Fubon Commercial Bank Co., Ltd. in Taipei,
all'in a joint effort to work together as one team under the Fubon
brand.
from taking underwriting risks, resulting in few completed large
syndications in 2008. Instead, the borrowers relied heavily on their
relationship banks to organize club deals for raising debt funding.

In these tumultuous markets, most banks shied away

We provided full support to our key clients in various sectors by
taking on leading roles in a number of club deals. Even during
the most treacherous month of October 2008, we managed to
be one of the most active players in the market by completing
four transactions.

With the recent successful completion of the Bank’s investment
in Xiamen City Commercial Bank, we look forward to extending
our range of products and services to our clients by working with
our colleagues from Xiamen City Commercial Bank. We target
to become one of the leading market players in loan syndications
for Taiwanese clients in Greater China.

The Syndication and Structured Finance team provides our
corporate and institutional clients with custom designed debt
financing solutions to best achieve their financing objectives.
We work closely with large- and medium-sized corporations,
both publicly listed and privately owned, on financings for
general corporate funding needs and special situations such as
acquisitions, as well as with international and regional financial
sponsors on leveraged and management buy-out transactions.
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We look forward to
extending our range of
products and services

by joining efforts with
Taipei Fubon Commercial
Bank and Xiamen City
Commercial Bank.
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Financial Markets
EREIMS

Our Financial Markets specialists help
customers manage their risks and capture
the greatest return on investment under
volatile market conditions.
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» Regular trading activities brought in an

additional income of HK$75 million in 2008.
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Net interest income increased to
HK$989 million in 2008.
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Net interest margin improved from 1.65%
to 1.76% when compared to 2007.
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The year 2008 will probably be remembered as a pivotal turning point
in the world'’s financial markets as unlikely events conspired to create
a global recession.

Although banks in general are conservative in their risk approach and
have taken many prudent and systematic steps to reduce unnecessary
risks, the essence of the banking business is to earn the risk premiums
of the financial markets. The unpleasant events of the last quarter
of 2008 negatively impacted the overall performances of the world'’s
banks. We, along with all the other financial market participants,
suffered the same fate: a very good start to the first half of the year
followed by marked downturns in performance in the second half.

What transpired after the collapse of Lehman Brothers Inc. was in
fact a total collapse of market confidence and hence liquidity, which
severely reduced the capabilities of investors to invest in any form
of securities or other investments for that matter. This created a
systemic credit crunch that led to an uncontrollable deleveraging of
the entire marketplace, shredding tens of trillions of dollars within a
matter of months.

The effect on us was the continuous worsening of mark-to-market
values of our securities investment holdings. In spite of strong credit
quality, this caused our trading income to drop from HK$103 million
to HK$71 million.
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In addition, the lack of liquidity and the subsequent wave of
redemptions of funds basically caused the equity market to
take a beating, particularly in the last quarter of 2008. Our
equity investment consequently suffered an unusual amount of
impairment losses of approximately HK$100 million, although we
believe that the investment will continue to achieve its objective
in providing dividend income as well as eventually recouping the
impaired losses.

Moreover, the lower stock prices as well as the negative
sentiments that permeated the equity market affected our
brokerage income, causing our commissions to drop by 48% to
HK$56 million in 2008.

2008 was also one of the truly exceptional years in that evenin a
developed financial marketplace such as Hong Kong, where the
Hong Kong Monetary Authority (“HKMA") and other regulatory
bodies have installed well tested and effective control and
monitoring processes to oversee the local banks’ activities and
performance, a bank run nevertheless occurred. Unfortunately,
the unreasonable reaction of the market forced the HKMA to step
in and basically guarantee all local bank depositors in order that
Hong Kong could continue to operate on par with other countries
offering similar deposit guarantee schemes.

Nevertheless, our deposits grew favourably last year, in particular
in the last quarter, to reach close to HK$48 billion. We are
especially grateful in this regard to our customers for their vote
of confidence.

With such enhanced funding capabilities, the Bank was able to
grow the balance sheet and continue to support our customers’
lending, which grew from HK$31.5 billion to HK$33.0 billion.
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Deposits grew favourably in 2008,
particularly in the last quarter, to
reach close to HK$48 billion.
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Our net interest income again increased further to HK$989 million
in 2008, and our net interest margin improved as a result to 1.76%
compared to 1.65% in 2007.

Our regular trading activities brought in additional income
of HK$75 million in 2008. They had actually been improving
due to the expansion of our customers’ activities and to more
active involvement in the interbank market resulting from the
strengthening of our balance sheet.

In view of the depressed overall market sentiments and the high
volatility in all major markets, our Corporate Sales Team proactively
provided information of the latest market developments to our
customers and in the process also devised many products and
services to help them manage their risks effectively. Our efforts
were rewarded with another increase in Corporate Sales income
by 80% to reach HK$118 million in 2008.

In addition, we further strengthened our supplementary capital in
2008 by issuing approximately US$120 million preference shares
carrying a coupon of 9%. Our CAR ratio maintained at similar level
to the previous years. This is important as the additional capital
will provide the Bank with the resources and capacity to pursue
business expansion when market conditions return to normal,
allowing us to continue to build our franchise and achieve the
appropriate level of profitability.

While we need to continue to be vigilant about the evolution of
the credit conditions in the coming months, we can take comfort
and confidence in the Bank's enhanced balance sheet, our strong
capital structure, our larger and more diversified deposit base, plus
the support of our customers. Consequently, we are well poised
to achieve stronger profitability in 2009.
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Corporate Sales income
increased significantly by
80% in 2008.
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Wealth Management
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Our strategic wealth management
services satisfy the needs of our
sophisticated customers and help
them to build and grow their wealth.
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» Our new Kwun Tong Branch was opened

in October 2008 to provide customers
with better services, products and advice
customized for their unique wealth
management needs.
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The Wealth Management Group posted a
growth of 9% in customer deposits in 2008.
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It has been a rollercoaster year for the Wealth Management Group.
The prosperity of the wealth management business that carried
over from 2007 only prevailed in the first half of the year. The
situation subsequently and swiftly developed into what can best
be described as a global financial crash. The Lehman Brothers
incident evolved into a global financial crisis, spreading to many
financial and economic areas, including Hong Kong.

Given the mounting pressures on banks caused by the economic
downturn and related disruptive events, we have taken tremendous
efforts to strengthen our compliance and control platform for
investment activities. Our major initiative is to refine the whole
selling process, from product development, sales training,
documentation and risk disclosure to customer suitability. Our
aim is to ensure that the product and sales platforms fully comply
with the regulatory regime and investor protection framework. We
will continuously keep pace with the regulators’ recommendations
to perfect our platform in the years ahead.

Fubon Bank E##R1T Annual Report 2008 F 3

MEERMBEETHREERN—F - WEER
EBR 2007 FHGERERBEREE L¥F - B
BIZBZEET  RESHEMSAE T - B
BENFEMRERNTREFCHK  BEL
ERREEEANZESRMEOERE -

REMNEETR R M58 2N RITHERNE
N NTEBERRERHNE R REET
B IERMIDCEREHESERF  HEMFM
& HEEI - XHRERRRIKE  UER
ERENER - HMMBEERERERRHEE
FEEENAEERFRAREEREREN
R o AITHTHREEERBRNER - 1K
wEEEREFE o

Tl 4 4 2



Business & Operations Review ¥7§ 5
Wealth Management 815 &

In order to provide comprehensive wealth management services
to more customers, we successfully reached out to new segments
of clients including corporate clients and SME customers. With
this expansion of our customer range, we worked closely with
our Corporate Banking Division and SME Division to provide a
one-stop wealth management service which could be tailored to
both corporate and individual needs. We will continue to promote
our wealth management business to these non-retail clients in
the coming year.

To solidify future business growth, we continue to improve our
delivery channels. Our new Kwun Tong Branch was opened in
October 2008. With much more space (around 3,100 sg. ft.), the
support of a professional team and advanced equipment, this
mega branch allows customers to enjoy better services, products
and advice customized for their unique wealth management
needs.

Our asset management company, FB Investment Management
Limited (“FBIM"), has fully functioned and contributed to the
Bank’s revenue in 2008 by distributing two investment funds to our
customers. FBIM will continue to deliver appropriate investment
funds to meet our customers’ needs.
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We aim to ensure that our product and
sales platforms fully comply with the
regulatory regime and investor protection
framework, and we will keep pace with
the regulators’ recommendations to
perfect our platform in the years ahead.
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Knowing that our future growth stems from increasing both our
customer base and deposits, we launched continuous marketing
programmes for customer acquisition, retention, and deposit
promotion throughout the year. With the high awareness
generated by TV and other media, as well as the hard work of our
colleagues, our deposit promotion campaign launched in October
2008 received an overwhelming response from existing and new
customers. This promotion brought in HK$2.8 billion of new
deposits and 1,300 new customers. Over the year, the Wealth
Management Group, including our offshore business, achieved a
growth of 9% in customer deposits, from HK$25.8 billion in 2007
to HK$28.2 billion in 2008. We will continue to build our customer
franchise in 2009 with the main focus on acquiring new customers
and increasing deposits.

In the coming year, we aim to enhance our financial tools to a
more professional and user-friendly format to cope with the latest
Hong Kong banking regulatory requirements. These financial tools
will help customers to manage their wealth, while our in-house
financial experts will continue to offer up-to-date market outlook
information and portfolio strategies.
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The Wealth Management Group
worked closely with the Corporate
Banking Division and SME Division to
provide one-stop wealth management
services for both corporate and SME
customers of the Bank.
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» Successfully revamped the Platinum card

and enhanced the usage platform; as a
result the Platinum card base increased by
32%.
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Strengthened the acquisition channel for
the Personal Installment Loan; the new
loan booked amount grew by 80%.
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Strengthened the mortgage direct sales

channel by focusing on different market

segments; the new loan booked amount
increased by 39%.
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Consumer Finance and Mass Market performed well in 2008.
Our focus included revamping our Platinum card programme,
strengthening both unsecured lending and the mortgage business
channel, and cross-selling to the mass market segment. These
initiatives contributed largely to our growth in customer base,

loans receivables and fee income.

In line with market dynamics and customer needs, the Bank
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took the initiative to reinforce credit card product features by
introducing the “Real Benefit” platform with the best-in-town
bonus point scheme and launching a series of attractive utilization
programmes. In 2008, the Bank issued over 59,000 new cards,
spending grew by 6% and total credit card fee income increased
by 17%. Our Platinum card base grew by 32% compared to the
previous year.
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In 2008, our outstanding performance in the credit card product
was recognized by the industry. The Bank was awarded “Silver
Prize - Outstanding Retail Sales Volume"” by VISA International,
“Winner - The Highest Growth Rate in 2008 Number of Open
Cards in Hong Kong” and “1st Runner Up - The Highest Growth
Rate in 2008 Cardholder Spending in Hong Kong” by MasterCard
Worldwide. In 2009, the Bank will continue to strive for better
results in the credit card business.
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The personal loan business showed strong momentum in
2008, especially in the personal installment loan area. The
Bank strengthened the acquisition channel, achieving 80% and
95% growth in the personal installment loan’s new loan booked
amount and loan receivables respectively. In March 2008,
the Bank launched a new personal loan programme through a
communications platform “Selecting the right personal loan is so
simple!” in order to upfront our product positioning with no hidden
agenda. This platform created high exposure and awareness in
the market.

Facing a dynamic and challenging market, the Bank placed great
focus on the mortgage business. Highlights included strengthening
the direct sales channel, and providing customized and tailor-made
products and services to meet the needs of different segments
of customers. Through these focused strategies, the mortgage
business had a positive performance with the new loan booked
amount under the direct sales channel increasing by 39%.
Meanwhile, total loan receivables increased by 16%.

Customer acquisition was also another main business focus in
2008. The Bank aimed to acquire more potential customers for
client growth. In October 2008, the Bank launched a customer
acquisition programme by employing various offers like a fixed
deposit product, supported by through-the-line advertising. The
results were encouraging, as the number of new customers
acquired increased by 160% and the deposit amount placed
achieved a 180% growth when compared to the original target.
The campaign also created a high level of awareness and market
recall.

> 2

Successfully rolled out new
customer acquisition progralmmes
with positive growth of the retail
deposit balance.
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The Bank also successfully adopted a new business model for

customer segmentation. We employed new analytical tools to
better understand our customers. We also launched a series of
initiatives and made dedicated efforts to upgrade mass market
customers to emerging affluent and high net worth customers
with encouraging results.

The Bank also continued to enhance the corporate image of
Value Banking. A new corporate image campaign was developed
in 2008 which continued to promote the “Why Not” spirit as
the communications platform. By using both personal and
corporate business as a daily example, the campaign created
a closer and more tangible bond to the audience. Supported
by TV commercials, print advertisements and branch billboard
signage and posters, the campaign achieved high recognition
and visibility.

Looking forward, Consumer Finance and Mass Market will strive
for customer growth through various business programmes
and initiatives. Together with product development, customer
management and channel expansion, we aim to increase the
customer base and provide products and services that fit the
needs of our customers.
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The Bank continued to
reinforce the corporate image
and Value Banking platform by
launching a new TV campaign
targeting both personal and
corporate customers.
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Channel & Risk Management
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Enhancement of our channel services
and improvement of our systems and
risk control framework foster the Bank’s
business acquisitions and enhance its
risk management capability.
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» Our Call Centre is being transformed into

an integrated customer service platform for
various divisions of the Bank. In 2008, a brand
new team was set up to support customer
enquiries and telemarketing for Global
Commercial Banking.

AITHEFER O EZREEA K A S ILFINGERF
RISF A ° 720084 » BEAR LKL T —X 2 HHY
B SRR BREFEANEETSERE
T

CHANNEL MANAGEMENT

In 2008, Channel Management enhanced the effectiveness of
generating leads for customer acquisition and sales through branch /
ATM relocation, Call Centre transformation and eBanking service
enhancements.

To maximize the strategic value of the branch network, our Kwun
Tong Branch was relocated to a more strategic location with
better facilities and a more eye-catching storefront to serve our
target customers and to enhance the Bank's presence in the
community. Also, a Fubon ATM was put into service in September
2008 at YATA Department Store, one of the biggest Japanese
department stores in the territory. Together with the co-branded
YATA VISA Card, the Bank can now reach the customers of YATA
and surrounding communities and promote our banking services
at the newly installed ATM.
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Our Call Centre continued to perform proactively as a major sales
contributor through telemarketing. Infrastructure reengineering
is in progress to upgrade the phone banking facilities including
the telephone system, Interactive Voice Response System
and recording equipment. A brand new support team was
established to support customer enquiries and telemarketing for
Global Commercial Banking. This symbolizes the transformation
of this channel into an integrated customer service platform for
various divisions.

We developed internet banking enhancements with more
interactive functions to cater to the ever-changing banking needs
of customers in the digital age. Online registration and product
applications are planned to be available in 2009 to widen the
Bank's e-channels to acquire new customers.

[ 4 4

We endeavoured to enhance our
internet banking service with more
interactive functions to provide
customers with greater flexibility and
convenience.
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We will strive to maintain a sound loan
portfolio amidst the difficult business
environment through the constant
critical review of existing policies and
procedures, the enhancement of credit
risk management capabilities and
controls, and the effective realignment
and deployment of available resources.

N L EIRE - N TR &R
BHBRREER - IREEREREEEE
Kt - WHRBMEARFAREIR » AFE
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ENTERPRISE CREDIT RISK MANAGEMENT TEEERRERE

As the primary unit of the Bank monitoring credit risk, Enterprise EARTERZERBMNTEEN  DEEE
Credit Risk Management (“ECRM") put substantial efforts and [ELS B IR SR 2008 FIA T A2 E R » hnod
resources into tightening the Bank's credit monitoring and control RITHEEEIREN  MRATHERESE
measures in 2008 to ensure that our loan portfolio quality remains EERKEIRIER B ERAREEBE -
sound in the face of difficult business conditions.

2008 T4 - /XN EBEBRE
In the latter part of the year, ECRM's responsibility expanded HEBEHEMATEEERBRERI - SIBPIVE
significantly with the realignment of the SME equipment financing FHEREAN MEATHEESHNEERREE
business under ECRM. This strengthened the overall credit risk PR EEERE S ©
management and control capability of the business.

TEEERREEIKINEE CGIEERER
Building on the successful completion of Basel Il (Pillar 1), ECRM BT (B—Xt) WBAE(GTIEEREAR
formally established the blueprint, guidelines, and criteria for FEINDE_SIETHEATETHEFITILE
the Capital Adequacy Assessment Process under Pillar 2 of the < HEE| KRR SARITHE AT R RSN
Basel Il Programme. This addresses the Bank's capital adequacy EAEMETRE - ERETRRE - Rt
with respect to the other specific risks such as Credit Concentration BRERR - RITENFERR RBHESE
Risk, Residual Operational and Legal Risk, Interest Rate Risk on % REEREEE2RK  BELLIERA BR
the Banking Book, Liquidity Risk, Strategic Risk, and Reputation 2009 FFER, ©
Risk. The project is expected to be completed in 2009.

TEEERRERMEEERANTIAE
ECRM will continue to sharpen its risk management capabilities BHEFE | MBS REGEERL - TEEE
through persistent development of its pool of professionals in line HEAE - {EMINEZE PR R EIERES ©
with the Bank's ongoing value banking drive and growth delivery
principles.
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Consumer Finance Risk Management will revamp
and analyze the credit policy and underwriting
strategy benchmarks to maintain the Bank's
position in the increasingly competitive market.
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CONSUMER FINANCE RISK MANAGEMENT

Consumer Finance Risk Management manages the overall credit
risk and credit operation functions of all consumer finance products
of the Bank, including credit cards, personal installment loans and
residential mortgages. Despite the onset of the global financial
crisis in 2008, the asset quality of our mortgage and unsecured
loan portfolio remained robust, with all credit quality indicators
showing satisfactory performances.

Both local and worldwide economies are now expected to shrink
considerably in 2009. The major challenge is to preserve the
Bank's asset quality from deterioration. The credit policy and
underwriting strategy benchmarks will be revamped and analyzed
to include the downside risks by incorporating different risk
mitigation tools. The customer segmentation strategy will be
enhanced by fine-tuning our data mining techniques to devise a
customer segmentation and behavioral scorecard. Additionally,
portfolio health check reviews will be conducted more frequently
to monitor customers’ profitability and risk. Apart from the
portfolio management side, our acquisition strategy will also
benefit from our enhanced data mining techniques for better and
smarter targeting.

[ 4 4
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TREASURY RISK MANAGEMENT

Faced with the business and financial challenges arising from the
credit crunch of late 2007, the Treasury Risk Management Unit

has continually exercised its professionalism and expertise in
monitoring the market risks for the Bank's trading and investment
activities. During 2008, the financial market was characterized
by high volatility across a wide range of financial areas. The
Treasury Risk Management Unit upgraded its pricing capacity
for investment debt securities. This facilitated the Bank's
Management to make, under unfavourable market conditions,
timely decisions on investment positioning, and enhanced the
market risk monitoring capability for these investments.

Going forward, the Treasury Risk Management Unit will continue
to watch closely the changing economic and financial environment,
and signal how these changes will affect the values of the Bank's
trading and investment positions. Certain integration with Fubon
Financial on market risk monitoring, including provision of periodic
risk reports and ad hoc exposure reports, has been carried out. It
is expected that more related integration will take place.

Realizing that 2009 will be a challenging year, the Treasury Risk
Management Unit is prepared to meet these challenges. Working
as a team, our highly qualified personnel strongly believe that we
can turn challenges into advantageous contributions for the Bank
and overcome the harsh investment environment.
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The Treasury Risk Management
Unit will continue to exercise its
professionalism to accommodate
the new challenges.
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The Bank has completed another round of upgrades to the
Personal Internet Banking platform and has collaborated
with Fubon Financial to develop a new Corporate Internet
Banking platform, Fubon Business Online. The enhanced
Personal Internet Banking platform, together with Fubon
Business Online and the existing trading platform
“trade.fubon.hk”, will enable the Bank to offer full Internet
Banking services.

AITEERBEARERITFEN S —BARTE - TEEASE
BFER—ERR [ ERRHE] Wb ER LRTFE - B
U ERNEARLRITTFE  BINE[EARBE] AR
ERX5¥F & [trade.fubon.hk] » RITHAIAZFFRHEEZEAME L

RITARFS ©

Remittance and payment services transactions increased

over 15% and the centralized Support Services

Department transaction volume increased by more than

70% compared to 2007.

ER RN FIRIEHZ HE ETHEB 15% » IEREEHBHR ZET

#2007 F FHEBBT70% °

For Information Technology (“IT”) development 2008 was a
challenging year, but the Bank has stayed its course on the three-
year IT Roadmap set out in late 2007 and invested significantly
to improve its infrastructure and replace legacy systems. The
Bank implemented two new lending modules, one for retail and
corporate lending and the other designed specifically for our hire
purchase and lending business. The Bank will continue to enhance
the two lending modules in 2009, creating more innovative lending
products with a shorter time-to-market.

In 2008, the Bank implemented a new Order Placing System
(*OPS"), which has greatly enhanced the efficiency of order
placements through our branch outlets. In December 2008,
the Bank also initiated a new Anti-Money Laundering (“AML")
project and upon its completion in the third quarter of 2009, the
AML system will further improve the compliance and control for
new account openings and monitor all critical transactions on a
daily basis.
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In line with the Bank’s channel management strategy, we
completed another round of upgrades to our Personal Internet
Banking platform, with higher security measures to the access
control while improving usability. These enhancements will be
released to the public in the first half of 2009.

To serve our corporate customers with regional banking coverage,
the Bank has collaborated with our holding company in Taipei
to develop a new Corporate Internet Banking platform, Fubon
Business Online. This new Corporate Internet Banking service will
be ready in 2009. So with an enhanced Personal Internet Banking
platform and a new Corporate Internet Banking platform, coupled
with the trading platform of “trade.fubon.hk”, the Bank will offer
full Internet Banking services to our customers.

The Bank is now working closely with Fubon Financial in Taipei for
a study on implementing a new Core Banking System (“CBS") for
both Hong Kong and Taipei. The new CBS project is a long-term
commitment from the Group and will take three to five years to
complete.

The Bank's business and customer transaction volume stabilized in
2008 after rapid growth the last two years. Business momentum
related to the investment and wealth management areas were
steady, while remittance and payment services transactions
increased over 15% and the centralized Support Services
Department transaction volume increased by more than 70%
compared to 2007. All operational units successfully maintained
flexibility in response to dynamic market changes and business
growth.
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The new Order Placing
System implemented

in 2008 has greatly
enhanced the efficiency of
order placements through
our branch outlets.
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Our commitment to service and quality has been acclaimed by the
market. With the continued operational improvement within our
Treasury Settlement, Trade Services and Remittances Services
departments, we ranked as one of the top performance banks
out of 500 banks in the Asian region and obtained the Continuous
Linked Settlement (“CLS") Straight Through Processing Award
for the second time in three years. It was awarded by our USD
clearing bank, the Bank of New York Mellon, in recognition of our
high quality fund transfer operations.

Although customer transaction volume and the demand for
complex products have increased, incidents such as the dissolution
of Lehman Brothers and compliance-related non-business projects
have also increased since the fourth quarter. Nevertheless, the
staffing level within the Division was maintained well below
the original budget. To support long term business growth and
enhance risk management while leveraging internal expertise,
the hire purchase loans operations of the Bank’'s subsidiary,
Fubon Credit, were successfully migrated to the bank-side Loans
Administration Department in January 2009. The processing and
operations error rate within the 15 operations departments of the
Operations Division remained low for the last three years. The
emphasis on cost control and risk management that prevailed in
2008 will continue throughout 2009.

Finally, we have been working with Fubon Financial on group-wide
systems and operations projects, including outsourcing of trade
and factoring operations, enhancing corporate internet banking
and replacing the core banking system with a view to support
business growth and build a strong regional platform to provide
better services to our valuable customers in Greater China.
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The processing and operations
error rate within the 15 operations
departments of the Operations
Division has remained low for the
last three years, demonstrating
our commitment to service and
quality.
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» A total of 133 in-house training programmes,

courses and product briefings were conducted
in 2008.
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Staff strength of the Bank stood at 1,066 at the
end of 2008.

B E2008FFK - N9TE T AEUE1,066A ©

Fubon Bank has always been a caring employer, placing a high
priority on the development of talents. To enhance the Bank's
capabilities and sustainable advantage in facing future critical
needs, the Bank has adopted a total talent management solution
by reinforcing the areas of recruitment, compensation, healthy
work life and learning. At the end of 2008, staff strength stood
at 1,066.

To further expand the Greater China Region platform, the Bank's
efforts have not just been limited to growing talents locally but
also to widening our recruitment networks in both the Taiwan
and PRC markets. Cross-region platform helped to map out
strategic positions effectively, especially following the acquisition
of Xiamen City Commercial Bank. It has not only opened business
opportunities for the Bank, but also widened the regional exposure
and perspectives for employees.
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To further capitalize on our parent company's spirit of “One Goal,
One Firm, One Team”, the Corporate Investment Banking Group
carried out an integration plan in 2008. It helped to upgrade our
service quality and make better use of our human capital across
regions.

To reinforce long-term effective human development, the
Management Associate (“MA") Program is now training its fifth
batch of young executives. For the 2008 exchange programme,
it provided an effective interactive foundation for MAs in different
regions to exchange their learning experience with broad and
cross-functional expertise. It also helped to deepen and widen
their talent and leadership in today’'s competitive market.

To engage and retain a high calibre workforce, a favourable working
environment and healthy work life are also important. The Bank
keeps abreast of the up-to-date market trends, and reviews and
updates our internal policies and practices periodically in order to
maintain our competitiveness in the market. In 2008, one of the
key HR initiatives involved upgrading the medical benefits package
for managerial-grade staff. To further enhance staff morale and
enrich a healthy work life, the Bank also organized an extensive
range of social and recreational activities including health seminars,
stress management workshops, cooking classes, practices and
competitions for the Bank's soccer team, skin care programme,
outings, etc. Diversified social programmes helped employees
establish broader networking, achieve a balanced life and nurture
closer staff bonding.

> s

The integration plan of the
Corporate Investment Banking
Group in 2008 upgraded our service
quality and capitalized on our
human resources across regions.
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On the learning and development front, extensive training
programmes such as Policy & Regulations, Product & Service,
Sales & Service and Supervisory & Management were conducted
in 2008. A total of 133 in-house training programmes, courses
and product briefings with 9,628 participants and 190 training
classes were delivered last year.

Among the many training initiatives, compliance was deemed to
be the most essential programme to prudent business practices.
A company-wide Compliance-Updates training, with particular
emphasis on due diligence issues on investment selling processes
to all licensed individuals was provided to all concerned staff. In
addition, seminars on the ICAC, Anti-Discrimination Ordinance,
and Occupational Health and Safety were carried out. Special
efforts were also made to strengthen the competence level of all
new sales staff through a structured and comprehensive training
package together with post-programme assessment measures.
To further sharpen employees’ service excellence, all branch staff
attended a “Winning Customers’ Heart" programme. Facing the
ever-changing business environment, regular supervisory and
management training were conducted to better equip staff for the
challenges ahead arising from the economic downturn.
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The 2008 Management
Associate ("MA") Exchange
Program provided a platform
for MAs in different regions
to exchange their learning
experiences and helped

to broaden their talent and
leadership.
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