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The global economy faced a wide range of uncertainties in the
year of 2011. Among the key events were the earthquake and
tsunami in Japan in March, the downgrade of U.S. credit rating in
August, and the negative impact on global asset markets from the
European sovereign debt crisis throughout the year. The global
economic outlook remained subdued as the global supply chains
were disrupted by various natural disasters and economic growth
in emerging countries moderated. In addition, China’s prudent
monetary policies tightened market liquidity and increased funding
costs in the banking industry.

Against this backdrop of challenging economic conditions, the
Bank continued to adopt a growth-yet-prudent strategy in 2011.
We believed that our robust risk management framework and
focus on financial prudence would allow us to weather the risks
and achieve satisfactory performance. While we exercised strict
cost control measures, we continued to invest in information
technology infrastructure to enhance our customer experience and
improve operational efficiency. The Bank's capital and liquidity
positions remained strong and costs were well managed. The
further integration and collaboration with our parent company,
Fubon Financial Holding Co., Ltd. (“Fubon Financial”), not only
allowed us to maximize revenue and reduce costs, but also
provided us with a strong foundation to achieve steady growth.

Notwithstanding the global economic uncertainties and intense
competition in the financial sector, we continued to make progress
in improving our financial performance in 2011. We generated a
net profit of HK$280 million amid the volatile market conditions
in 2011, a 5% increase from HK$266 million for the year of 2010.
The results demonstrated the success of our strategies of financial
prudence, enhancing risk management and developing strong
client relationships.

In Corporate & Investment Banking, improvement in the credit
environment and strengthened risk and control management
enabled us to achieve growth and sustain low default risk.
Reflecting our efforts to enhance our customer experience,
we soft-launched Fubon Business Online in the second half of
2011. This new e-banking service caters to our corporate clients
by providing them a full range of cash management services.
Leveraging on the Group’'s regional franchise and business
platforms, we continued to expand our quality customer base both
domestically and in China through intensive cross selling activities,
and provided our clients with premium financing solutions needed
for expanding their businesses and opportunities.
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In Wealth Management, we provided an array of comprehensive
services that best suited our customer’s specific investment
needs and risk appetite. Moreover, we continued to review
and enhance our policies and procedures to cope with the latest
regulatory requirements. Our strategic partnership with China Life
Insurance (Overseas) Company Limited (“China Life"”) allowed
us to offer our customers exclusive and diversified insurance
products from China Life and recorded promising results. Our
professional investment services and sub-brokerage channels also
enabled our Taiwan stock brokerage business to further expand
our customer base in Greater China.

The liberalization of Renminbi (“RMB") created new opportunities
and boosted the demand for RMB products and services. Our
overall RMB deposit base and RMB customer base recorded
encouraging growth in 2011. Our foreign exchange trading
fee income also improved steadily due to the increased trading
volume in corporate off-shore RMB transactions. In August 2011,
the Bank reached another important milestone by becoming the
first Taiwanese-invested bank approved by the People’'s Bank of
China to participate in China’s inter-bank bond market using RMB.

In Consumer Finance, our mortgage business continued to achieve
satisfactory performance with our new loan bookings ranking
eighth in the mortgage market share in December 2011. Various
initiatives were adopted to sustain the mortgage business amid
the intense market competition, including an effective one-stop
direct sales channel, an enhanced segmentation pricing model
and customized services to meet the diversified financial needs of
our customers. We were also able to take advantage of the rapid
growth in spending power of Mainland tourists and demonstrated
positive growth in our card merchant business. As a result, we
succeeded in registering growth in our customer base, loan
receivables and fee income.
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Following the successful privatization by Fubon Financial, the
Bank was officially delisted from the Hong Kong Stock Exchange
on 8 June 2011 and became a wholly owned subsidiary of Fubon
Financial. The privatization facilitates closer integration between
the Bank and Fubon Financial and provides Fubon Financial
with greater flexibility in supporting the Bank's future business
development. Moreover, the Bank will be able to leverage the
resources and expertise of Fubon Financial in order to better serve
our customers with enhanced products and services and also to
strengthen our banking franchise in Hong Kong.

The fears of recession in developed economies linger as we head
into 2012. The global economy is facing difficulties in recovery
and the sovereign debt crisis in the Eurozone may not be eased
in the short term. Meanwhile, China has scaled down its GDP
growth rate, signaling slower economic growth attributed to
a weaker global economy. Hong Kong's economic growth is
also likely to be slow this year. In the face of a rapidly changing
economic environment, we will continue to adopt a prudent
approach to capture new business opportunities while minimizing
risks and costs. The opening up of the China market and further
relaxation of RMB business has offered the Hong Kong financial
sector vast opportunities. As the Bank intends to continue playing
an important role in Fubon Financial's Greater China business
strategy, we will stand ready to capitalize on new opportunities
to offer customers diversified RMB products and services.
Furthermore, we will continue to invest in IT infrastructure and
enhance our Internet platform to further our relationships with
customers. We believe that the policies and mechanisms that
we have put in place for reinforcing our risk management control
capabilities will also enable us to maintain stability and pursue
sustainable growth.
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