Corporate & Investment

AN\ iz =1
af -1
Leveraging the support of our parent company, Fubon Financial, we offer a full range

of financial solutions to our corporate customers to facilitate them in expanding their
businesses and opportunities.
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The Hong Kong team of Corporate Banking Division continued
tapping into first tier customers in the local market by closing some
key deals with the aim of charting steady growth for the future.
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The China team of Corporate Banking Division established business
relationships with key China corporations with the aim of delivering
sustainable future growth.
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Through collaboration among Fubon Financial's business platforms in
different locations, Global Commercial Banking Division provides clients
with the banking services needed for their overseas expansion.
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Global Commercial Banking Division's performance in 2010 reflects
the strength of existing business model that has contributed
to steady business growth. The Division also sought to further

promote the RMB business.
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CORPORATE BANKING

With the global economy continuing to revive and grow at a
steady pace, 2010 was another rewarding year for the Corporate
Banking Division. We continued to invest and build our local and
China business franchises with the aim of achieving steady and
sustainable future growth.

Thanks to the talent and tremendous efforts of the China and
Hong Kong teams, the Corporate Banking Division delivered
another strong set of business results in 2010. Despite intensified
market competition for quality customers and pressure on lending
margins, we consolidated our market foothold by reporting
encouraging results with loan balance up 10.6% from HK$11.3
billion at 31 December 2009 to HK$12.5 billion at 31 December
2010. Deposits were also up by 5.6% from HK$10.8 billion at
31 December 2009 to HK$11.4 billion at 31 December 2010,
which continued to support the Division’s lending business in
a sustainable manner.

The Hong Kong team continued tapping into first tier customers
in the local market by closing some key deals with the aim of
charting steady growth for the future. Customer relationships
remained strong and intact, while the Division made satisfactory
progress in various product fronts.
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The China team also established business relationships with
key China corporations with the aim of delivering sustainable
future growth. Business momentum was strong and closer
collaborations were developed by providing premium services with
first-rank financial products to our China based customers.

In 2011, the Corporate Banking Division will continue to widen
its customer base and deepen its existing relationships through
proactive cross-selling and a solution-and-service driven approach.
This steady strategy will enable us as well as our customers to
establish a solid foundation for the opportunities and challenges
ahead. We will further develop close collaboration with the Group
by leveraging on its ever-expanding regional franchise. Regular
and frequent interactions with the Group's business affiliates
including Xiamen Bank, Taipei Fubon Bank and other Group units,
will further promote customer satisfaction while consolidating
our strategic position as one of the key regional platforms for
the Group.

GLOBAL COMMERCIAL BANKING

The Global Commercial Banking Division has been committing
its efforts towards building relationships with local mid-sized
corporates for expanding its customer base and providing a
full range of financial services for local business enterprises.
The Division also provides its clients with the banking services
needed for their overseas expansion through collaboration among
Fubon Financial's business platforms in different locations.
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With the Hong Kong economy steadily getting back on its feet,
2010 saw a strong rebound in the manufacturing sector and
domestic exports, accompanied by a significant reduction in
corporate loan defaults and loan impairment charges. The Division
produced encouraging results, benefiting from the economic
recovery and a strategy that places equal emphasis on business
expansion and risk management.

During the year, we continued to implement a conservative
strategy for our credit underwriting business, with regular financial
health checks for clients and credit risk reviews to enhance the
quality of risk management. In pursuit of its business goals, the
Division focused its cross-selling efforts on fee-based foreign
exchange transactions. We also continued to develop income
streams from low-risk products and build up a quality local
customer base in need of trade finance services.

The Division’s performance in 2010 reflects the strength of our
existing business model that has contributed to steady business
growth while achieving satisfactory results. We also sought
to further promote the RMB business by capitalizing on the
opportunities resulting from the PRC Government’s relaxation of
cross-border RMB trade settlement services and the restrictions
on trade finance services.

In 2011, with support from our parent company, the Division
will continue to improve customer satisfaction, deepen client
relationships and broaden its customer base. Moreover, we will
aim to generate steady incomes and meet growth targets through
more intensive cross-selling efforts among our overseas business
platforms, and also through our Internet banking platform, trade
finance and factoring services.
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Financial Markets Group provides our clients with total investment solutions for risk
hedging and yield enhancement, helping them to capture investment opportunities
under the changing market conditions.
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@ The issuance of US$200,000,000 10-year Tier 2 subordinated notes,
which were well received by investors around the globe with five
times oversubscription, demonstrated the financial strength of

the Bank.
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& Capital adequacy ratio reached 18.23% as of 31 December 2010,
representing an increase over the 17.18% as of 31 December 2009.
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© RMB deposit base increased more than threefold in 2010 amid
strong expansion of the market.
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The financial markets continued to unfold in a diverse manner.
A debt crisis broke out in peripheral European countries in mid
year. Greece and Ireland accepted a bail out package from the
International Monetary Fund and the European Union. Markets
however almost immediately started to talk about which would
be the next country to seek bail out package. Nevertheless,
the European countries managed to respond to the crisis with
several measures and contained the contagion effect for the
time being. The U.S. continued to see improvement in economic
performances, only failing to see these being translated into
better unemployment rate, so much so that the Federal Reserve
had to extend its financial stimulus package, known as QEZ2,
to prevent a potential double-dip recession. Money in general
was available and at historically low interest rates. In Asia, led
by India and China, the risks were the other way round. Both
monetary and fiscal policies aimed to contain possible over-
heating of economies by means of interest rate hikes and other
administrative measures.
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Since China's robust economic growth led to continuous
tightening by the People’s Bank of China by increasing the reserve
requirements as well as moped up liquidity in the market, banks
in China had to channel deposits in Hong Kong into the Mainland.
Competition for deposit was as the result keen, it was particularly
severe in the second half of the year because of expiration of full
guarantee on deposits at the end of 2010. Overall deposit costs
were driven higher in Hong Kong. Net interest margin of the Bank
in 2010 was thus decreased to 1.56%.

New opportunities were introduced to the financial sector in Hong
Kong as Renminbi (“RMB") was in the process of liberalization.
A series of policies and measures were introduced throughout
2010. For example, the scope of RMB trade settlement scheme
was expanded and certain restrictions in RMB service provision
were lifted. Fostered by policy changes, RMB deposit level in
Hong Kong kept escalating, cross-border RMB trade settlement
set off, and a wide spectrum of RMB bonds was issued locally.
Hong Kong was to develop into an offshore RMB centre.

Financial Markets Group (“FMG") seized the chance to deliver
RMB products and services to both retail customers and corporate
clients, for example, last year we participated in six distributions of
RMB bonds to the retail market, which contributed to our marketing
fee income. Our RMB deposit base, amid strong growth of RMB
deposits in Hong Kong, increased more than threefold in 2010.
We see RMB as the next stage of development of the Hong Kong
banking market, as more relaxation of rules comes into effect in
Hong Kong, RMB will become the most important currency after
the Hong Kong Dollar in Hong Kong, and it will proliferate in all
banking products and services eventually.
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The Bank issued Tier 2 subordinated notes with a view to replacing
current subordinated debt securities issued in 2006. The notes
bear a face value of US$200,000,000 and mature on 30 November
2020. The notes were well received by investors around the
globe with five times over-subscription, which demonstrated the
financial strength of the Bank. Our capital adequacy ratio reached
18.23% as of 31 December 2010, representing an increase over
the 17.18% as of 31 December 2009. Our Tier 1 capital adequacy
ratio also improved to 9.95% in 2010 from 9.47% in 2009,
thereby providing the Bank the necessary capacity to expand
coverage and explore future opportunities.

Our investment activities continued to be focused in the high
credit quality and strong liquidity space, and invest mostly in
governments and agencies. Such approach had helped the Bank
to retain the stability in relationship to the value of our investment,
even during the European Debt Crises.

Global financial markets embraced 2011 with positive sentiment as
encouraging economic figures were continuously released. FMG
will focus on deposit base strengthening and yield enhancement
in a disciplined manner, with ongoing review of business process
and risk management practices.
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Our experienced financial specialists provide customers with a wide range of
wealth management services that best suit their specific investment needs and
risk appetite.
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Unit Trust fee income increased by 19% in 2010 compared to 2009.
2010F HE BT A T E AU AR 2009FEM19%

Overwhelming responses to insurance products boosted revenue
by a record-breaking 45% yearon-year.
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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.
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2010 was a year of recovery for the financial markets from the
global economic crisis. Customers started picking up wealth
management products that focused on yield enhancement and
wealth protection. On the regulation side, we announced new
policy and selling process guidelines learned from the Lehman
incident. The Bank always puts customer satisfaction as its priority
and no matter how the markets change, we will facilitate our
customers’ demands while being mindful of the regulator’s criteria.

In April 2010, the Bank reviewed the Customer Investment Risk
Questionnaire (“CIRQ") after one year of its launch. Frontline staff
invited customers to perform an annual review using the new CIRQ
in order to obtain their latest risk appetite. By understanding our
customers' risk appetite and investment objectives, we can help
them develop a financial planning strategy that suits their needs.

Coping with the latest investor protection scheme requirement
by the Hong Kong Monetary Authority, the Bank facilitated the
selling process, upgraded the control system, and provided training
to frontline staff for the launch of the Pre-Investment Cooling-off
Period (“PICOP"). This new arrangement allows customers to
consider the appropriateness of any investment product with
family members and friends. To ensure a seamless transition to
the official launch of this new investment protection scheme in
January 2011, we arranged numerous training sessions for the
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respective parties to understand their roles and the procedures.
Adequate control measurements have also been built in to
minimize operational risks and establish a proper audit trail.

Our insurance products performed extremely well in 2010.
Since October 2009, our strategic partnership with China Life
Insurance (Overseas) Company Limited (“China Life"”) has received
overwhelming favourable responses from our customers. The
“Smart 5 Insurance Plan”, with exclusive selling rights given to
the Bank, contributed a large portion of our insurance premium
income during the whole year. The Bank will continue to maintain
the strategic partnership with China Life in 2011 and will introduce
more insurance products tailored to our customers’ needs.

For the market outlook for 2011, we expect the Quantitative
Easing policies of mature countries will continue to provide plenty
of liquidity to the global market. With robust economic growth
in the emerging-market region, we have a relatively positive view
of the asset classes in those countries. Depreciation pressure of
the USD will support a continued surge in commodity prices. Rise
in the prices of natural resources will intensify inflation pressure
around the world, especially to those import-dependent countries.
Rising inflation will be one of the key uncertainties throughout
the year.

The Renminbi has attracted a lot of attention among Hong Kong
depositors in the past year. With the increasing demand on holding
Renminbi, a range of wealth management products denominated
in Renminbi is currently under development and they will be rolled
out to our customers in due course.
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To ensure our wealth management products are competitive
enough in the market, we are exploring more exclusive insurance
products from China Life and also sourcing more fund houses to
enrich our list of unit trust funds. In addition to providing a wide
range of products for our customers, adequate and constant
training for our frontline staff is inevitable. With the support of our
Investment Advisory team, customers are able to understand the
latest market news and updates along with our financial planning
tools, allowing us to produce tailor-made investment portfolios on
an individual basis.

SECURITIES SERVICES

Through the efforts of our staff and the gradual recovery of the
global economy from the downturnin 2010, the Securities Services
Division made some key achievements during the year.

Internally, we launched an attractive staff incentive programme,
which raised the morale of our staff and motivated them to achieve
higher goals. We provided training to staff to further enhance
their financial markets knowledge. Information Technology &
System Infrastructure enhancements were also implemented to
speed up system efficiency. Moreover, operational guidelines
were refined to further strengthen our internal controls to reduce
possible operational risks.

Externally, we provided professional investment strategies to
our valuable customers. 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.

Looking ahead, we are optimistic about the prospects for the
economy in 2011. We will definitely do our best to follow the
Bank’s theme of “Charting a steady course” by building our
local business franchises and adopting a prudent strategy for
achieving steady growth by proactively cooperating with various
internal divisions, effectively communicating with customers,
providing tailor-made solutions to meet the needs of customers,
and increasing our services scope and distribution channels. We
believe that 2011 will be a challenging yet fruitful year for the
Securities Services Division.
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Continued to strengthen card usage value with a focus on the
Platinum card by offering an attractive and practical bonus points
scheme and spending stimulation programmes to grow overall sales

volume by 21%.
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Achieved substantial growth in personal loan business with
sales channel expansion and various products to suit different

customer segments.
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Strengthened the direct sales channel and new segmentation
pricing model to grow quality mortgage business.
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Successfully grew overall merchant business by 23% with an
expanded merchant base capitalizing on the strong and rapidly
growing spending power of Mainland tourists.
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Consumer Finance continued to exhibit good business performance
in 2010. Our focus included launching various credit card usage
programmes, rolling out different personal loan programmes,
strengthening the mortgage business channels, and growing the
merchant acquiring business. All of these initiatives contributed
significantly to our growth in customer base, loan receivables
and fee income.

In our efforts to lead the business to outperform, Consumer
Finance identified and seized real-time and potential business
opportunities across different business areas by formulating
efficient sales and marketing strategies, including product offers,
pricing, promotions, loyalty platforms, channel management as
well as forming co-operative arrangements and alliances with our
key business partners.

To further build and stimulate customer usage habits, the
Bank continued to strengthen its credit card product platform
by communicating the “Yearly Real Benefit” platform with an
attractive bonus points scheme, promoting a series of attractive
utilization programmes and leveraging on YATA outlet expansion
for new customer acquisition. In 2010, our total credit card base
grew by 12%, with our affluent card base increasing by 16%
compared to the previous year. Also, card spending grew by 21%
and fee income from credit card services increased by 13%.
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The Bank also demonstrated positive growth in its merchant
business. Our strategy of providing a one-stop solution for
merchant support and banking services, together with focusing
on capturing the rapid growth of spending power of Mainland
tourists by expanding our China UnionPay (“CUP") merchant
base, resulted in strong growth in merchant sales volume and fee
income of 23% and 13% respectively. As a result, the merchant
sales volume of CUP sharply grew by 111%.

In 2010, the Bank also placed great efforts on its personal
loan business. We launched various programmes to suit
different needs of our customer segments, including “Perfect
Fit Personal Loan”, “Credit Go Personal Loan” and “Tax Loan".
In addition to expanding the acquisition channels, the use of
advertising helped create high exposure and awareness for
these programmes in the market. This led to very positive
business results with impressive growth of 111% in new
business and 72% in outstanding balance.

To drive steady growth for our Unsecured Lending business, a
dedicated telemarketing channel was set up to systematize and
personalize customer interactions so as to deliver a consistent,
high-quality customer experience. Customers have responded
very positively to the sales and services contacts, which turned
into an annual growth of 53% in new business.

To counteract the dynamic and challenging market, the Bank
continued to place great emphasis on the mortgage business.
Highlights included strengthening our professional and reliable
one-stop direct sales channel, developing a new segmentation
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pricing model, rolling out new product offers, and providing
customized and tailor-made services to meet the needs of
different segments of customers. Through these focused
strategies, the mortgage business had a very positive performance
with overall new loans booked and amount under the direct
sales channel increasing by 74% and 155% respectively, and
total loan receivables increasing by 12%. During the year, the
Bank also launched various marketing programmes to expand
business networks, strengthen market positioning and induce
new business opportunities.

The Bank continued to enhance its new business model for
customer segmentation in 2010. By employing various analytical
tools to better understand our customers, the market arena
and consumer dynamics, the Bank made dedicated efforts to
develop effective strategies and marketing initiatives so as to offer
customized financial solutions that would differentiate us in the
marketplace for our privileged customers and lead to satisfactory
business results. By developing effective communication
strategies, the Bank also focused on building potential customers’
top-of-mind awareness and brand preference.

Recognizing the potential of our current customers to provide
new, increased business sources, the Bank encouraged customer
referrals for new business, as well as focused on augmenting
repeated purchases from current customers. To capitalize on the
opportunities provided by our customer base, the Bank launched
a range of special promotions to align customer needs with
business results. Moreover, to address the evolving needs of
our customers, the Bank continually monitored and refined the
sales and fulfillment process to deliver a high-quality customer
experience, particularly through our frontline staff.

Looking forward, Consumer Finance will strive for customer
growth through various business opportunities and initiatives.
Together with product development, customer management and
channel expansion, we aim to increase the customer base and
provide more tailor-made products and services to our customers.
In 2011, the Bank will enhance its customer development and
segmentation strategies to foster individual engagement with
the Bank's services, prolong customer life and value, and expand
high engagement relationship coverage. Through our customer-
oriented marketing and dedicated channel support, we pledge
to turn consumer insights into business performance to improve
profitability, customer experience and loyalty.

WERERTR E7112% R - RITIMEH T %18
HEAE - NEREBESL - R MG
KAIEFRH A -

AITR2010FERERIEFTNEL D ERLER
X BRTEBRAZEBOMITENREER,
MmN BERMBEBEIN - AITEBIHIR]
BRERE RTIGHETE SEMANEER
FRHUEFFIENMBTER - EMES TER
HIZEAE o EHN - RITTRE B A AR -
EEERPLBTRIANBEMMBIEEL

RITRPBEBEFPEYFRABLEMEG RS
BERFIR T B EPENEBIN - R
PREXPEEERE - RICETPEMMEH
HIBH - AITHEL — RO RIS - A
MEEPNBE  ERRAXENER - It
Sh - REEEEFPTE (TR - RTTHE
RLABHENMEERE  UWREEENEP
BR - FHIRERRRG T @E o

RERK  HESRISEEEETROEE
EREBREATR ITRAERER BFFE
EREALHREST A WBEREPERN
MEPRHEZESGTENEMLRBESE
T o K201 F - ATHBIEFFPRBERDER
B - ARSHEAZTFPEABAITRE - BEFE
Y EHANEEREREAMBPIRAITHES
AR - BEARITURRANTSHERE BN
HEEEXE RMAEESHELPNER TR
BIEREBHE  SANKRE  BPERLE
HEEFRT -

Fubon Bank ®#F$87 Annual Report 2010 F 43k

43



Control & Risk

Management
EEKREEEE

A robust risk management framework and reinforced internal control capabilities
created a solid platform for the Bank to maintain its position in the ever-changing
environment and achieve steady growth.

RENREEEERBREBCERNABEZENRTTHERENTE » ERTETEHEZN
REPREEDZ  BIER-
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Credit control was reinforced to support the Bank's steady loan
growth and expansion into Mainland China.

AITHNRE SRR ER R ATRBEFUER - A REPBERENER

R

Consumer Credit Risk Management successfully launched the
credit card behavioural scorecard in 2010 and refined the existing
credit extension strategy of credit card authorization.

HEEERREEHN2010FKIETERRIA D K LRHESRIER

THAZ IR X (S 5

The market risk management platform was strengthened to cope
with the rapid growth of RMB business activities.

RITHERETIBRBRERTE UEAAREEBEDHSRIEER -

Operational Risk Management enhanced the Bank's internal controls
through persistent and continuous improvement.
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ENTERPRISE CREDIT RISK MANAGEMENT

As the Bank's primary unit for monitoring credit risk, Enterprise
Credit Risk Management (“ECRM"”) made tremendous
efforts in strengthening the Bank’s credit control measures
in 2010 to ensure that the Bank’'s loan quality continues
to improve and remains sound in the face of the challenging
business environment.

We made great strides in the Project One initiatives which aim to
realign and rationalize our resources and to strengthen the overall
credit risk management structure, logistics and control capabilities
by capitalizing on the risk management expertise of our parent
financial holding group. A majority of the work under Project
One was completed in 2010. We have seen encouraging results
from this exercise as the overall credit quality in the corporate
and commercial loan portfolio has shown marked improvement.
We shall continue to monitor the trend in this area to ensure that
the loan portfolio is healthy. The strengthened credit control will
form a strong base for the Bank's steady growth objective in the
coming year.

The major challenge for 2011 is to maintain a high credit standard
given the uncertain global economy, while also preparing for
strong growth opportunities made possible by the Bank's growing
presence in Mainland China.
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Control & Risk Management
Bk ERmERE

CONSUMER CREDIT RISK MANAGEMENT

Consumer Credit Risk Management manages the overall credit
risk and credit operations functions of all consumer finance
products of the Bank, including credit cards, personal installment
loans and mortgages. In 2010, we continued our role to managing
the asset quality, specific provisions and credit charge-offs of
the consumer finance business. All credit quality indicators
exhibited satisfactory performance. In particular, the Bank's
credit card 90 days+ delinquency performance was better than
the market according to the latest release from the Hong Kong
Monetary Authority.

To further enhance the Bank's internal cross-selling and risk
management tools, we successfully launched the credit card
behavioural scorecard in 2010 and refined the existing credit
extension strategy of credit card authorization. Looking ahead,
the key challenge is to preserve the sound asset quality of the
consumer finance business and at the same time to maintain
steady consumer loan growth.

Consumer Credit Risk Management will continue to fine-tune the
credit acquisition and portfolio management policies by conducting
regular stress tests and health checks. Another initiative in
2011 is to enhance our data mining techniques by collaborating
with our parent company to devise a customer segmentation
strategy directed at a smarter and more cost-effective targeting
of customers and products.

MARKET RISK MANAGEMENT

The development of the RMB business in Hong Kong was
encouraging in 2010. We saw significant growth and progress
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in various areas, including deposits, lending, cross-border
trade settlement, bond issuance, remittance services and the
introduction of RMB-denominated investment products. Our
market risk management framework was strengthened to identify
and manage relevant market risks to cope with the rapid growth
of RMB business activities.

To accommodate customers’ needs and maintain our Bank's
competitiveness, we launched RMB Exchange for corporate
clients, Deliverable RMB Forward Contracts and RMB Principal
Protected Structured Deposits in 2010. All new products went
through a new product review process to evaluate whether
proper control mechanisms and system enhancements had been
implemented to ensure our business growth is under the current
risk management framework and within our risk tolerance level
in major risk areas including market risk.

Looking forward, 2011 will be a crucial year for the development
of the offshore RMB business in Hong Kong, both in terms of
the depth and breadth of the market and product development.
Market Risk Management aims to provide a risk management
platform that supports continuous business growth for the Bank.

OPERATIONAL RISK AND QUALITY MANAGEMENT

Operational risk is the risk of loss resulting from inadequate or
failed internal processes, people and systems or from external
events. The Bank established an appropriate and robust
operational risk management framework to identify, assess,
monitor and mitigate operational risk.

In 2010, the Bank strengthened its internal controls through
the completion of a Control Self Assessment Programme,
enhancement of its fraud management control framework, review
of the business continuity management practices, as well as the
provision of operational risk training to all staff. The Operational
Risk Management function also collaborated closely with other
departments in the creation and enhancement of voluminous
guidelines and operating procedures.

Different analytical tools have been implemented in the past few
years. For 2011, the department will fine-tune these tools to cope
with evolving needs, and provide more useful analyses to different
levels of management. To ensure operational processes are
effective and efficient, risk monitoring will also be strengthened
through expanded scope of the Mystery Shopper Assessment
and Surprise Check Programmes.
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Transformation of the Bank's IT service model, migrating from a
pure outsourcing model to an in-house support model, strengthened
its in-house technology and service delivery capabilities.

HERBEARHHRBFREN - HRRAAEIMEREL S2EA TR A
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Leveraging the expertise and resources of Fubon Financial, a brand
new Operational Data Store was implemented to identify business
opportunities and improve operating efficiency.
KAEEASESEFERMAME LINKE B EMR AR A TRREE T
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The launch of new AutoFax service dramatically cut down the
acknowledgement turnaround time from five days to one day.
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Implementation of Deming's Plan-Do-Check-Act continual
improvement cycles within all back offices ensures consistent
operation quality and enhances operational efficiency

and effectiveness.
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In 2010, the Bank continued to invest heavily on its Information
Technology, with particular focus on the transformation of
technology capability and continued enhancement of its business
application systems. These investments furthered the Bank's
capability to improve its customer service and product innovation
while enhancing its operational efficiency and complying with the
new regulatory mandate.

One of the most important strategic initiatives of the Bank for
2010 and 2011 is the transformation of its service model in
Information Technology, migrating from a pure outsourcing model
to an in-house support model. The objective of this change is to
strengthen in-house technology maintenance and service delivery
capabilities. The Bank will be moving to a new Tier-3 production
data center in mid-2011 with a complete technology refresh of
its infrastructure to allow for more uptime and better customer
accessibility. The Bank also will revamp its disaster recovery
arrangement for its core application systems aimed at minimizing
customer impact should there be a disaster situation.

Other initiatives include a brand new corporate Internet banking
platform for our corporate customers, the Fubon Business Online,
which provides a more advanced cash management tool while
allowing for highly customizable workflow and authorization levels
to meet the needs of medium and large corporations.
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In 2010, the Bank leveraged the expertise of its holding company,
sharing best practices and resources, to implement a brand new
data warehouse and management information platform — the
Operational Data Store. This provides a single customer view on
products, services and key performance management to identify
business opportunities and improve operating efficiency.

With heavy investment and expansion of resources in Information
Technology, the Bank fully demonstrated its commitment to
continue to expand its business franchise in Hong Kong. Looking
forward, we will continue to focus on IT governance, operating
efficiency, product innovation, risk management and regulatory
compliance. This will help the Bank to achieve its objectives of
steady growth.

In 2010, we continued to transform the back office into a
more efficient and effective operation to better serve business
growth. By reorganizing and streamlining existing operations
into fewer but more cohesive departments managed by skillful
mid-level management, we achieved greater synergy, a leaner
organization, reduced operating costs and fewer hand-overs. This
resulted in successfully providing all business units with better
service indicators.

Aside from becoming a leaner organization, we have leverage
resources from Fubon Financial in benchmarking existing
Operations for best practices. A joint task force reviewed
existing operation processes. Through this repeated and
intensive benchmarking exercise within all back office units, we
implemented new services and revitalized existing operations. For
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example, we launched a new AutoFax service that dramatically
cut down the acknowledgement turnaround time from five days
to one day. We also revitalized our branch-support process
through motion-study techniques and consolidation of daily reports
which enabled our branches to cope with increased activities
such as the Hong Kong Monetary Authority's (“HKMA") new
regulation of Customer Investment Risk Questionnaire (“CIRQ")
on investment activities with fewer stationed operation staff.

In addition, to further ensure enhanced internal controls with
operational risk management on all business activities, we
revamped our previous workplace document by completing
process-mapping, drafting, and reviewing of brand-new Standard
Operation Procedures (“SOPs”) for all bank-wide units. New
SOPs are now illustrated with flow-charts and interconnection
diagrams, which help to shorten the learning curve of trainees.
The back office has used these SOPs as the de facto on-the-job
training material to enhance the skill level of all staff.

To ensure consistent operation quality, we vigorously implemented
Deming’s Plan-Do-Check-Act continual improvement cycles
within all back offices. Current processes have been examined
and probed for re-engineering opportunities for better efficiency
and effectiveness. For example, the Mortgage Loan process was
re-engineered to cut down on hand-overs and dramatically shorten
the turnaround time from application to drawdown.

Remarkably in 2010 we ranked once again as one of the top
performing banks out of 500 banks in the Asian region and earned
the Straight Through Processing Award for the fourth time in the
past five years. This award was presented by our USD clearing
bank, the Bank of New York Mellon, in recognition of our excellent
quality fund transfer operations.

With the lifting of the ban by the HKMA on new administrative
rules on the settlement of cross-border trades in Renminbi for
both corporations and individuals, our back office participated in
this new arena by putting in place relevant operating systems,
effective policies and procedures, and proper internal control
measures to ensure that our service delivery and quality meet
our customers’ needs.

Looking forward, all back office management will endeavour to
strike a perfect balance among Service, Productivity, Control,
Quality and Morale. In addition, we will also keep benchmarking
with Fubon Financial to pursue the best practices in Operations.
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A new performance appraisal system was implemented starting
from January 2010 to reinforce an even stronger performance-driven
culture for the Bank and motivate staff for improvement.
B2010F 1 AkE - AITHEE THH TIERBTEFTE]  #E— @b R1TER
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The introduction of eAnnual Tax Returns achieves a more time-saving

and eco-friendly handling approach.
RRAETFE@mMEK MEEHEARRE EEMRR-

In 2010, a total of 468 in-house training classes and product briefings
were organized with a total of 13,140 participants.
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13,140 °

COMPENSATION AND BENEFITS

One of our work focuses in 2010 was to devise and sustain a
well designed compensation management. On Compensation
and Benefits (“C&B"), the Bank formulated the Remuneration
Policy which provides a framework and guiding principles on the
Bank’s remuneration system and procedures for effective risk
management. We also put a great deal of effort into streamlining
our workflow and automated procedures in payroll and other
processing in order to achieve operational efficiency and a better
control mechanism. For example, eAnnual Tax Returns instead of
hard copies were issued to staff in April 2010 to achieve a more
time-saving and eco-friendly handling approach. Riding on the
Group's infrastructure and the Internet technology, more intranet
applications will be implemented to enhance communication
with staff and increase efficiency. In 2010, Human Resources
("HR") provided easy access to HR policies, forms and up-to-date
announcements through eChannel (i.e. intranet) and the new
eleave system will be launched by phases in Q2 2011. In 2011,
C&B will continue to review and benchmark with the market to
ensure the Bank’'s Remuneration Policy is able to recruit and retain
talents to keep pace with the continuous growth and success of
the Bank. It will also continue to provide quality services to staff
and seek improvement and streamlining opportunities in related
operations to ensure service excellence and operation optimization
for the Bank.
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People Development
AT EERER

EMPLOYEE RELATIONS

The Bank recognizes that the provision of employee services and
lifestyle benefits has a significant impact on enhancing employee
morale and can go a long way to increasing overall workforce
productivity. Promoting our staff’'s work-life balance therefore
constitutes one of the Bank’s main values. In 2010, we carried
out a wide variety of staff programmes with an overwhelming staff
response. These included cookery classes, Ocean Park family
day trip, bowling competition, karaoke competition, etc. Also a
series of staff discount programmes were introduced. The staff
recreation activities and benefit programmes helped to increase
employee interest and involvement, and more importantly,
promoted a workforce with strong ties and bonding.

RECRUITMENT

The total number of staff as at 31 December 2010 was 898. In
keeping with our long-standing tradition, the Bank places a high
priority on maintaining leadership continuity and recruiting staff
with high calibre from the human capital market. To further
strengthen our corporate standing in the local market, we
continue to grow by effectively recruiting and training staff with
high potential to be future leaders of the Bank on various fronts.
One of our focal development programmes is the Management
Associates Programme, which has already entered its sixth year.
We recruited six Management Associates who were posted
to operation and business units supported by an extensive
dynamic learning programme structure. HR also partnered
with the business units to devise strategic planning in order
to attract, recruit and motivate top talents to meet corporate
objectives effectively.
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TRAINING AND DEVELOPMENT

With the ever-changing business environment, there has
been intense pressure on staying ahead of the competition through
innovation and reinvention. To meet current and future business
demands, training and development encompasses a wide range of
learning activities, from training for tasks and knowledge sharing to
improved customer service and career development. This will help
to expand individual, group and organizational effectiveness.

In 2010, the Bank organized a total of 468 in-house training classes
and product briefings with a total of 13,140 participants. To
safeguard our customers’ interests, the Bank put a high priority
on training frontline sales staff to equip them with the know-how
to conduct relevant sales activities. Sales staff went through
detailed product training and had to pass a quiz before they
were eligible to sell investment products. To implement the Bank's
prudent strategy, training related to compliance, risk and control was
performed on a bank-wide basis. With the aim of capturing business
opportunities in the improving economy, we sharpened our staff's
sales techniques through a high impact telesales workshop for
unsecured lending businesses. Training in service excellence and
effective handling of customers’ complaints was held in line with
the branches’ mystery shopper programme to continue building
the Bank’'s service culture. An IT-related project management
methodology from Taipei Fubon Bank was also implemented for
the Bank in order to promote a common language within the Bank
for effective project management. A new performance appraisal
system was implemented starting from January 2010 to reinforce
an even stronger performance-driven culture for the Bank and
motivate staff for improvement. Such measures brought the Bank a
step closer to Taipei Fubon Bank in terms of HR practices. A series
of briefing sessions were also organized for staff familiarization and
facilitating implementation.
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