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The global economy in 2012 was clouded by uncertainties
and continued to struggle amid adversity. After three years of
economic downturn, the U.S., the world's largest economy, has
yet to return to decent growth, against a backdrop of persistently
high unemployment rates. The economy of the Euro Zone
remains sluggish under the pressure of the crippling debt crisis.
Although Mainland China recorded economic growth of over 7%
during the year, its export figures were inevitably affected by
the slowdown of the European and U.S. economies. However,
through intensive efforts to stimulate domestic consumption, the
Chinese Government has helped to stabilize its economy.

In the face of these challenging economic conditions, the Bank
continued to adopt a growth-yet-prudent strategy in 2012. Given
our solid foundation, rigorous risk management and strategic focus
on financial prudence, we believed we were well placed to manage
the risks and achieve satisfactory performance. While exercising
strict cost controls, we continued to invest in information
technology to enhance our customer experience and improve
operational efficiency. The Bank's capital and liquidity positions
remained strong and the further integration and collaboration with
our parent company, Fubon Financial Holding Co., Ltd. (“Fubon
Financial”), not only allowed us to improve efficiencies and reduce
costs, but also provided us with a strong foundation on which to
achieve steady growth.

Notwithstanding the global economic uncertainties and intense
industry competition, we continued to make progress in improving
our financial performance last year. We posted a net profit of
HK$309 million amid more subdued market conditions in 2012,
representinga 10% increase over 2011. The results demonstrated
the strong efforts of our staff.

In Corporate Banking, although Hong Kong's loans market did
not provide a conducive operating environment last year, the
hard work of our colleagues helped secure a good performance
and a firm foundation for future growth. In 2012, we focused
more on expanding our Hong Kong operations and building
closer partnerships with our customers. We completed several
major transactions and also achieved considerable progress
in the development of cross-border trade financing services.
Looking ahead, we will focus more on expanding our operations
in southern China, with our Mainland business now becoming
a major segment of growth for the Group. We will continue
to expand our network coverage and quality customer base in
Mainland China through intensive cross-selling activities with
other members of the Group.
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In Wealth Management, we have been committed to providing
comprehensive financial services best suited to our customers’
risk appetites and specific investment needs. Although stock
markets were volatile in 2012, our professional investment
consultants were able to provide our customers with timely
investment updates for lower investment risks and higher return
opportunities. With the expected recovery of the stock markets
in 2013, we will provide customers with an even more diverse
range of equity investment services.

In Consumer Finance, there were new developments in different
areas during 2012. Despite the Hong Kong SAR Government's
measures to dampen the property market in the fourth quarter
of last year, the Bank’'s mortgage lending business remained
aggressive in pursuing business and performed well. In our credit
card business, we were successful in positioning Fubon Bank's
credit cards as a “Taiwan Travel Companion”. Last year's credit
card spending rose by almost 10%.

The Renminbi continued to be one of our main business focuses
last year. As the sustained appreciation of the Renminbi in
the latter half of 2012 created many business opportunities
for us, we worked very hard to develop our Renminbi-related
businesses. We launched a variety of product offerings in
foreign exchange, investment, savings, insurance, lending and
financing to meet customer demands for Renminbi products and
services. Our Renminbi-related business growth in 2012 was
almost 50% in transaction volume compared with 2011. With the
internationalization of the Renminbi, | believe the Bank’'s Renminbi-
related business will continue to grow. We will also be active in
expanding our cross-border Renminbi business to provide better
products and services to Fubon Group's customers in Taiwan,
Mainland China and Hong Kong.
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In 2013, we expect to see improvement in the global economy
given the progress in the three major economies — the Chinese
and the U.S. economies, and the Euro Market. However, there are
still pockets of risks within the Euro Zone that will affect the global
recovery. Also, with governments launching various policies to
control the financial and fiscal risks, it is believed that the growth
rate of the global economy will be affected to a certain extent.
In the face of a rapidly changing economic environment, we will
continue to adopt a prudent approach to capturing new business
opportunities while minimizing risks and costs. As for the huge
Mainland market, the Bank will continue to play an important
role in the Group’s Greater China development strategy. The
rapid growth of Xiamen Bank Co., Ltd will also help the Bank’s
development in Mainland China. At the same time, plans have
been launched by Fubon Financial to acquire a 80% stake in First
Sino Bank. After this acquisition, Fubon Financial will become
one of the few financial institutions in Asia with a strong presence
concurrently in Taiwan, Mainland China and Hong Kong.

To support diversified business development, we will invest more
resources in staff development and upgrade our delivery platforms
to provide even better banking services to our customers in all
regions. We firmly believe that our solid foundation and strategy
will provide us with the optimal conditions needed to achieve
sustainable growth in the Bank’s business.

/72»7 /C@ 7¢/—
Ming-Hsing (Richard) TSAI

Chairman
March 2013
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