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In the wake of the downturn in 2009, the global economy in
2010 staged a gradual recovery. The relatively strong growth
sustained by the Mainland economy and reviving global trade
flows continued to benefit Hong Kong. Global investors’ interest
in Asia-Pacific economies and markets was evident from the
sizeable capital inflows, which raised the risks of inflation and
asset bubbles. The second round of quantitative easing by the
U.S. further raised these risks and may lead to sharper monetary
tightening by central banks. We could not ignore the potential
sources of global instability and the fact that sentiment was
still weak in the West, accentuated by concerns over European
debtor countries and uncertainties about China’s policy moves
to curb inflation.

Therefore, we started the year with caution and adopted a growth-
yet-prudent strategy that we believed would better place us to
weather the risks, take headwinds in our stride and still deliver
satisfactory performance. In 2010, we focused on the effective
management of capital, on improving our risk profile further and on
the disciplined execution of our strategy of establishing our local
franchise. Costs remained well managed and loan impairments
declined significantly. Building on the inherent strengths of
our parent company, Fubon Financial Holding Co., Ltd. (“Fubon
Financial”), enabled us to realize synergies that led to increased
economies of scale, faster market intelligence, enhanced risk
management and improved cost control.

| am pleased to report that during 2010 we made progress in
improving our financial performance. We generated a net profit
of HK$266 million, representing a more than tenfold increase
from the HK$23 million reported in 2009. Our success stemmed
from enhanced risk management and prudent financial planning,
as well as from focusing on our core businesses and our strong
client relationships.

In Corporate & Investment Banking, we benefited from the
economic recovery and a strategy that placed equal emphasis on
business expansion and risk management. \We saw a significant
reduction in corporate loan defaults and loan impairment charges.
While we continued to implement a conservative strategy for our
credit underwriting business, we managed to develop income
streams from low-risk products, build a quality customer base
both locally and in China, and direct more intensive cross-selling
efforts among the Group's overseas business platforms. We
were also able to provide our clients with the banking services
needed for their overseas expansion through collaboration among
the Group's business platforms in different locations.
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In Wealth Management, we continued to enhance our policies,
systems and processes to cope with the latest investor protection
scheme requirements. QOur insurance products performed
extremely well in 2010. Our strategic partnership with China
Life Insurance (Overseas) Company Limited, which gave us
the exclusive distribution rights on a number of their products,
contributed a good portion of our insurance premium income.
Through our sub-brokerage channel, our Taiwan stock brokerage
business developed a customer base of local and Mainland
Chinese financial institutions and high net-worth customers.

New opportunities were introduced to the financial sector in
Hong Kong as Renminbi (“RMB") was in the process of liberalization.
In Financial Markets, we seized the opportunity to deliver RMB
products and services to both retail customers and corporate
clients which contributed to our marketing fee income. Our
investment activities continued to be focused in the high credit
quality and strong liquidity space, which helped the Bank to retain
the stability in relationship to the value of our investment. In
November, we successfully issued US$200 million subordinated
debt to replenish the outstanding US$200 million subordinated
debt callable in April 2011. The ten-year notes, which offer a
6.125% coupon, were five times over-subscribed and qualify
as Tier 2 capital.

In Consumer Finance, we continued to place great emphasis on
the mortgage business. During the year, we launched various
marketing programmes to expand business networks, strengthen
market positioning and induce new business opportunities. We
were able to grow a quality mortgage business amid fierce
competition by strengthening the direct sales channels and
developing a new segmentation pricing model. Also by launching
efficient sales and marketing campaigns for mortgages, credit
cards, personal loans and expanding the merchant acquisition
business, we succeeded in substantially growing our customer
base, loans receivables and fee income.

On 10 January 2011, the Board of Directors of Fubon Financial
unanimously resolved to make a proposal to privatize the
ordinary share capital of the Bank and make a voluntary cash
offer to acquire all the issued preference shares of the Bank
other than those already held by Fubon Financial. Referring to
the joint announcement issued on 19 January 2011, the Board
of Directors of the Bank put forward the Scheme Proposal to
Scheme Shareholders to privatize the ordinary share capital of
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the Bank by way of a Scheme of Arrangement under section
166 of the Companies Ordinance (Chapter 32 of the Laws of
Hong Kong), which, if approved and implemented, would result
in the withdrawal of the listing of the shares on the Hong Kong
Stock Exchange. The preference share offer will be subject to
and conditional upon the Scheme of Arrangement becoming
effective. An independent committee of the Board comprising
Mr. Robert James Kenrick, Mr. Moses Tsang and Mr. Hung Shih,
being independent non-executive directors, has been formed to
advise the Bank's minority shareholders regarding the Scheme
Proposal and the preference shareholders in connection with the
preference share offer. CLSA Equity Capital Markets Limited has
been appointed, with the approval of the independent committee
of the Board, as the independent financial adviser. A Scheme
document containing further details of the Scheme Proposal will
be dispatched to our shareholders and our preference shareholders
no later than 4 April 2011.

Going forward, we will build on the achievements of 2010 and
continue to focus on the enhancement of our core businesses and
to establish our customer franchises. We will leverage business
opportunities arising from the Mainland government’s relaxation
of cross-boundary RMB transactions. Whilst not underestimating
the near-term challenges, we remain firmly committed to
investing on strengthening our IT infrastructure and service
delivery capabilities. The policies, systems and mechanisms
that we have put in place during the downturn for boosting our
risk management and internal control capabilities have created a
solid platform for us to move our business ahead and to achieve
steady growth.

| would like to thank our shareholders and customers for their
long-lasting loyalty and support, and our staff for their hard work
and dedication, as any success we achieve owes to their ability
and effort.
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Ming-Hsing (Richard) TSAI
Chairman
March 2011
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