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Fubon Bank (Hong Kong) Limited (“the Bank") and its subsidiaries
("the Group”) registered a net profit of HK$280 million for the
financial year ended 31 December 2011, an increase of 5%
from the HK$266 million reported in 2010 notwithstanding the
challenging environment in Hong Kong and worldwide.

Gross interest income rose by 5% to HK$1,254 million in 2011,
underpinned by the higher average interest-earning assets
resulting from the increase in mortgage business and commercial
lending. Nevertheless, gross interest expense soared 80% to
HK$618 million as driven by the keen competition for deposits,
which led to enduring high deposit costs in 2011. As aresult, net
interest income declined by HK$216 million or 25% to HK$636
million while net interest margin narrowed by 47 basis points to
1.09% from 1.56% for 2010.

Non-interest income amounted to HK$431 million in 2011,
representing an increase of HK$145 million when compared with
2010. Normalized non-interest income grew 3% and normalized
ratio of non-interest income to total operating income reached
31.59%, versus 25.09% a year ago. Operating expenses was
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9% higher than in 2010 whereas normalized operating expenses
reduced 4% year-on-year. Normalized cost to income ratio was
88.82% for 2011.

Further improvement in the credit environment, accompanied
with our robust risk management framework and prudent credit
management supported the Bank's comparatively conservative
loan growth. There was a write back of impairment losses on
advances to customers of HK$80 million for the full year of 2011
when compared with the charge for impairment losses of HK$10
million in 2010. The impaired loans ratio dropped to 0.33% as
of 31 December 2011 (0.66% as of 31 December 2010). The
coverage of impaired loans improved from 96% at 31 December
2010 to 97% at 31 December 2011.

Benefiting from the robust economic growth in China, Xiamen
Bank delivered a strong performance with the Bank's share
of profits amounted to HK$91 million. After accounting for
impairment charges, other gains and tax charge, the Group
registered profits after taxation stood at HK$280 million. Return
on average assets increased 3 basis points to 0.46% and return
on average equity improved 22 basis points to 5.53% for 2011.

Total assets slightly reduced by 2% to HK$60 billion as at 31
December 2011. As at 31 December 2011, gross advances
to customers rose 11% to HK$32 billion whereas customer
deposits decreased moderately from HK$46 billion to HK$44
billion. As a result, the loan-to-deposit ratio increased to 70.47 %
from 61.22% as at 31 December 2010. The Group's capital and
liquidity positions remained strong. The capital adequacy ratio was
15.89% as at 31 December 2011 (18.23% at 2010 year-end). The
average liquidity ratio stood at a healthy level of 49.37% for 2011.

In 2011, the Bank continued to offer pragmatic products and
services with balanced focus on both market expansion and risk
management. While strict cost control was implemented, the
Bank continued to invest in IT infrastructure in order to facilitate the
use of our internet platform so as to improve customer experience.
Following the successful privatization of the Bank by its parent
company, Fubon Financial Holding Co., Ltd. (“Fubon Financial”),
the Bank will collaborate more closely with Fubon Financial to
strengthen its local franchise, enhance its product and service
offering and pursue sustainable growth.
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