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It was a testing year for banks in 2009.
With few exceptions, Asia sovereigns
have weathered the global financial crisis
better than their peers in other regions.
On the one hand, the continual economic
growth and business momentum in China
provided new opportunities for financial
institutions. On the other hand, the
uncertain landscape of the global economy
and the increase of demanding regulatory
policies presented challenges for the overall
banking industry.
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Our businesses were not immune from the aftershocks of the
global financial crisis. Banks still face a number of challenges, with
a key one being asset quality as impaired assets rose significantly
during 2009, despite considerable fiscal stimulus and emergency
low monetary policy settings. The global financial crisis also poses
multiple challenges to the wealth management model, especially
how best to retain investor confidence.

Against this backdrop, our performance in 2009 was far from
satisfactory. Profits were down sharply, largely due to the falling
demand for wealth management products, a significant increase
in loan impairment, and costs of the Lehman Minibonds issue.
As aresult, net profits of the Bank for the year ending 31 December
2009 decreased considerably to HK$23 million.

During 2009, we took time to step back and review our strategy
in the light of the financial crisis and the fundamental changes
happening in our industry. We stayed focused on the basics of
banking while at the same time we enhanced our risk management
capabilities, strengthened internal controls and improved service
efficiency. We acted decisively to contain costs and to enhance
operating leverage in order to alleviate the negative impact of
slowing revenues.

In Corporate & Investment Banking, we took the opportunity
during the market downturn to upgrade our customer profile
and focused on deploying our capital and liquidity primarily in
support of existing clients, and in doing so have further deepened
these relationships.

In Wealth Management, we fundamentally reshaped our business,
shifting the balance from product sales to client needs and
focusing more on portfolio management. From due diligence
checking of business partners to products selection to the
selling process, we carefully reviewed and enhanced all of
our internal processes to minimize risks and to cope with new
regulatory requirements.

In Financial Markets, we continued to run the Bank’s balance
sheet proactively, sustaining the net interest margin, maintaining
high levels of liquidity and a conservative funding profile. We also
strived to optimize our investment portfolio in the pursuit of more
stable revenues.
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In Consumer Finance, our focus on product development,
customer management and channel expansion has contributed
to the growth in our retail customer base, loans receivables and
fee income.

In order to optimize management synergy and to enhance our
overall corporate strength, we embarked on Project One —a journey
of full integration with our parent company, Fubon Financial, during
the year. The focal points were to integrate the majority of our
businesses, our risk practices, information technology, human
resources and MIS reporting on top of developing "state-of-the-
art” standard operating procedures (“SOPs”) and applying best
practices across the organization. This integration will certainly
help maximize revenue and reduce costs, and give us the scale,
the resources and the strong foundation needed to pursue
expansion and to stave off competition. More importantly, we
will become a truly integrated organization dedicated to the
principles of effective management and putting the customer
first. By creating greater value for our shareholders and offering
better development opportunities for our people, we will forge
a winning partnership with our customers, our employees and
our shareholders.

Across the strait, Taiwan and China signed a Memorandum of
Understanding in November 2009, opening a new era of cross-
strait financial liberalization. Apart from strengthening its presence
in Taiwan, Fubon Financial has also moved aggressively to
extend its reach throughout Greater China and to create the most
comprehensive financial services platform in the region.

As Fubon Financial's regional financial platform, the Bank played
an important role in the Group’'s Greater China expansion
strategy. In December 2008, the Bank succeeded in acquiring
a 19.99% stake in Xiamen City Commercial Bank and took an
active role in its management. Xiamen City Commercial Bank
formally changed its name to Xiamen Bank in November 2009 as
it adopted a new cross-regional focus. In the first half of 2010,
Xiamen Bank is expected to set up its Fuzhou branch, its first
branch outside Xiamen, where there is a high concentration of
Taiwanese businesses.
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In December 2009, we made another major breakthrough with
the establishment of a representative office in Dongguan, after
receiving approval from the China Banking Regulatory Commission
in September 2009. ltis the first representative office established
by a Taiwanese-invested bank in Dongguan, which has big
manufacturing clusters from Taiwan and Hong Kong. It also
represents an important step in Fubon Financial’s branch strategy
in Mainland China.

Looking ahead to 2010, while we note that the operating
environment for banks have strengthened starting in the second
half of 2009, global economies and markets are still fragile and
the policy-making environment continues to be complicated.
Concerns have shifted away from potential bad loans arising from
severe recessions to concerns over asset price bubbles. The Bank
remains alert to further challenges in the operating environment
and will adopt a growth-yet-prudent strategy to capture market
potential while minimizing risks and costs. The integration with
Fubon Financial, allied with our strong levels of capital and liquidity,
as well as the support from robust risk management policies,
procedures and culture, have placed the Bank in a favourable
position to expand our banking franchise and exploit further growth
opportunities in the Greater China region.

Pyt

Ming-Hsing (Richard) TSAI
Chairman
March 2010
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