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We successfully implemented a major internal organization
restructuring in 2013 to realign our business activities under local
management to better serve our customers. While the move
solidified the management team, it also helped to achieve solid
results and enhance our net profit after tax to HK$380 million
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for the year ended 31 December 2013, representing an increase
of 24% compared to 2012. Profit from core banking operations
registered an even bigger increase of 66%. Operatingincome of
Fubon Bank (Hong Kong) Limited (“the Bank™) and its subsidiaries
("the Group”) rose by 19% year-on-year to HK$1,175 million while
operating expenses increased by only 6%.

Net interest income in 2013 was HK$750 million, an increase of
14% compared to 2012. The improvement was driven by 8%
growth in average interest earning assets mainly fromm commercial
lending and the investment portfolio while deposit costs were
generally lower compared to 2012. The net interest margin
widened 7 basis points to 1.24%.

Non-interest income rose by 27 % to HK$425 million, underpinned
by solid growth in fee and commission income across our core
businesses. Credit related and trade finance fee income surged
by 36% compared to 2012, reflecting the solid expansion in
our commercial lending business. Insurance and unit trust
commission income together grew by 26% and credit card fee
income recorded consecutive growth in the last two years. Other
operating income increased by 33%, attributed mainly to the fee
income from customer-driven dealings in financial instruments
offered by our treasury marketing team. Non-interest income to
total operating income ratio stood at 36.16% for 2013, comparing
favourably with 33.74% a year ago.

Operating expenses increased by 6% to HK$842 million in 2013.
While keeping most of our operating expenses under tight control,
we ensured a continual investment in information technology
and risk management. We also increased our staff development
expenses by 19% while the overall staff expense increase was
about 7%.

There was a net charge of HK$5 million for impairment losses on
advances to customers, versus a write-back of HK$39 million in
2012. Other impairment charges remained low at HK$6 million.
The Group continued to exercise stringent controls on asset
quality through the adoption of sound credit risk management
practices resulting in a very low impaired loans ratio of 0.04% as
of 31 December 2013.

Xiamen Bank Co., Ltd (“Xiamen Bank”) continued to sustain its
strong performance and deliver strong results in 2013. The Group's
share of profits from Xiamen Bank reached a record high of
HK$124 million, representing an 8% growth from 2012. In January
2014, Xiamen Bank initiated a private placement of additional share
capital to a new strategic investor. Completion of the placementis
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now pending, subject to the approval from the relevant regulatory
bodies and finalization of legal procedures. Upon completion of
this private placement, the Bank's shareholding in Xiamen Bank
will be reduced from 19.99% to 17.29%. In response and subject
to due process, the Board of Directors has approved in principle,
the acquisition of additional shares from existing shareholders of
Xiamen Bank in order to restore our shareholding to the regulatory
permitted maximum level of 19.99%.

After accounting for other gains, other impairment losses and
income tax, the Group's profit after taxation stood at HK$380
million, achieving the highest net profit since the financial turmoil
of 2008.

Total assets rose by HK$9 billion, or 14%, to HK$72 billion as of
31 December 2013. We managed to achieve satisfactory growth
in the Group's loan portfolio with customer advances increased
by 14% to HK$35 billion in 2013 while maintaining a high quality
loan book. The increase in lending was supported by a 7% year-
on-year growth in customer deposits, which amounted to HK$49
billion as of 31 December 2013. Loan to deposit ratio remained
at a very comfortable level of 75.49%.

While registering a solid expansion in assets in 2013, the Group
continued to exercise prudent balance sheet management to
generate solid earnings. Return on average assets edged up to
0.56% and return on average equity stood at 4.81% despite the
HK$0.2 billion increase in capital due to the revaluation of bank
owned properties.

During the year, the Group exercised the option to redeem its
outstanding preference shares. The total capital ratio and Tier 1
capital ratio were 16.33% and 10.44% respectively at the end of
2013. The liquidity position also remained strong, with the average
liquidity ratio standing at a comfortable level of 48.06% in 2013.

Both the Hong Kong and global financial industries have undergone
significant changes in recent years. The implementation of various
frameworks and standards as well as revamped regulations for
financial institutions are challenging yet necessary to uphold the
stability and integrity of the banking sector. These measures are
necessary to maintain the confidence of customers in this post-
crisis era. Towards this end, we will continue to adopt best
practices in corporate governance matters and exercise a robust
yet prudent credit policy and risk management philosophy. Our plan
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is to pursue a strong and sustainable growth strategy to maximize
the return to our stakeholders in this rapidly changing economic
and regulatory environment. The Group will also take advantage
of the opportunities brought about by the internationalization of
Renminbi to expand its business and continue to play an important
role in the Fubon Group’s Greater China development strategy.

This year is the Group’s 10th Anniversary of being a member of the
Fubon family. Building on the strengths of our parent company,
we have created a solid platform for growth. Going forward, we
will maintain our service-oriented approach to become a reliable
and preferred banking partner for our customers and provide
them with safe and high quality financial services. Treating our
customers fairly is an important cornerstone of our Bank. As
a socially responsible institution, we remain committed to the
local community by providing support to various corporate social
responsibility programmes.

Last but not least, | wish to thank our management team and all
our staff members for their hard work and dedication over the past
decade. Together with the guidance from our Board of Directors,
Fubon Bank (Hong Kong) will remain a valuable banking partner
to our present and future customers.

Raymond Lee
Chief Executive Officer and Managing Director
March 2014
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