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Unqguestionably, 2020 took the world by surprise. The magnitude of
the impact from COVID-19 was totally unexpected as we witnessed
the worst global economy since World War Il. With the exception of the
Mainland and Taiwan, which saw modest growth, the world’s major
economies all recorded negative GDP growth. The global spread of
COVID-19 and related lockdown measures, lingering conflicts between
the U.S. and China, rising protectionism and political uncertainties
worldwide severely dampened investment sentiment. For the same
reasons, the Hong Kong economy was fraught with uncertainties.
Only the stock market remained resilient with the U.S. and a number
of other major markets posting record highs. Stringent border control
restrictions and social distancing measures created an economic ice age
in Hong Kong. Many industries were hard-hit and the unemployment
rate continued to rise. The Hong Kong economy shrank 6.1% in 2020,
following a 1.2% drop in 2019. Retail sales fell by 24% in value, while
tourist arrivals tumbled by more than 90%. Total trade was down for a
second consecutive year, falling by 2.5% compared to 2019, although it
was an improvement over the 5.4% drop in 2019.

The challenging operating environment in 2020 adversely impacted
our financial performance last year. Fubon Bank (Hong Kong) Limited
(“the Bank”) reported a net profit of HK$75 million for the year ended 31
December 2020, an 87% decrease year-on-year when compared with
2019. Inevitably, the Bank’s operating profit was affected by the low
interest rate environment alongside the economic and social impacts of
COVID-19. Notwithstanding the prevailing uncertainties and challenges,
the Bank spared no effort in safeguarding the health and safety of its
customers and staff from the onset of COVID-19 while also providing
uninterrupted services to our customers.

The outbreak of COVID-19 changed many aspects of people’s lives
around the world and accelerated digital transformation among different
industries. This has been especially noticeable in the financial industry.
Hong Kong has been rapidly developing its Fintech and the government
has launched various initiatives to drive innovation in financial services in
recent years. For some time, our Bank has anticipated this development
and the importance of Fintech. As such, we set in motion a strategic plan
in the mid-2010s for the virtualization of our banking services starting
with the upgrade of our Core Banking System, which was completed
in 2020. This laid the foundation for our current initiatives to expand our
mobile and internet banking services. The soft launch of Fubon GO,
our online account opening mobile app, should be completed by April
2021 when it will be made available to the general public. Currently,
it is undergoing a pilot run under the Fintech Supervisory Sandbox
of the Hong Kong Monetary Authority. A majority of the Bank’s retail
banking products and services will also be made available online by
the third quarter of this year. This will be followed by the virtualization
of our corporate banking services towards the end of this year. Our
virtualization efforts are supported by HKT, with whom we entered into
a cooperative partnership agreement in January 2021. This not only
underscores our commitment to Fintech innovation but also ensures
that the Bank has the access and support of an experienced and well-
established IT enabler in Hong Kong. This alliance with HKT will also
allow us to stay abreast of the latest Fintech developments in Hong Kong
and elsewhere.
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Amidst a subdued economy and weakening demand for loans, our
corporate and commercial banking business was still able to generate
modest revenue growth in 2020. The growth was mainly attributed to
our new customer acquisition strategy, continued efforts in deepening
existing customer relationships and also a marketing strategy that
focused on fee income generation. Demand for new loans softened
due to the impact of COVID-19. An active bond market provided an
alternative to bank financing under the low interest rate environment,
and further eroded demands for bank loans. Nevertheless, the Bank has
taken measures to expand our customer base to offset the effects of
these developments.

The Bank remains committed to the small-and-medium enterprises
(“SMEs”) sector, which has been hit hard by COVID-19. In view of this,
the Bank rolled out relief measures to assist corporate customers in
overcoming their cash flow challenges caused by the pandemic. Also,
the Bank has participated in various government schemes, including
the SME Financing Guarantee Scheme and the Pre-Approved Principal
Payment Holiday Scheme, to help customers weather the economic
storm. Our commitment to the SME market was recognized by the
industry as the Bank was presented with the “Best SME’s Partner
Award” from The Hong Kong General Chamber of Small and Medium
Business and the “Banking & Finance Awards 2020 — Excellence Award
for Commercial Finance Solutions” from Sky Post in 2020.

Turning to our retail banking business, our Fintech initiatives to
strengthen our retail banking delivery channels continued to enhance
customer experience and market awareness. We successfully captured
digital consumer trends by partnering with various online merchants to
offer benefits and special privileges to Fubon credit card customers. As
a result, our online transactions percentage outperformed the market in
2020. Furthermore, the launch of Fubon GO, an online account opening
mobile app that allows customers to open bank accounts and apply
for credit card and personal loan, paves the way for us to acquire new
customers from different market segments and expand our customer
base. In recognition of our substantial efforts to deliver high-quality
customer experience to our retail customers, the Bank garnered the
“Tiptop Service Award” for “Persistently Outstanding Service Company”
and “Persistently Outstanding Service Outlet” last year.

Going forward, the Bank will continue to make investments in technology
and infrastructure in order to stay in the forefront of the fast-moving
markets and to respond to customers’ increasing demands for digital
banking services. We aim to provide a service environment that allows
our customers to move seamlessly between our physical and virtual
channels.
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We have been building deep ties in the communities we proudly serve
as we endeavour to promote operational efficiency and environmental
sustainability. Our achievements on multiple environmental fronts granted
us the title of “Hong Kong Green Organisation” by the Environmental
Campaign Committee, and the “Charter on External Lighting — Platinum
Award” by the Environment Bureau of the HKSAR Government. With
COVID-19 battering people from all walks of life, the Bank channeled its
efforts into our communities to fight against the pandemic. From making
generous donations to providing food and living necessities for the
communities, we have organized various corporate social responsibility
programmes to support those in need, especially the underprivileged
and the elderly.

At Fubon Bank, we regard our people as our greatest asset. We
therefore invest heavily in training, education sponsorship and career
development to nurture our talents. The Bank was again recognized as
“Manpower Developer” under the Employees Retraining Board’s “ERB
Manpower Developer Award Scheme” in 2020.

It is anticipated that the global economic environment will remain
uncertain in 2021 as some degree of lockdown measures may still
be in place during the year to combat the COVID-19 pandemic.
Nevertheless, global financial markets are expected to rally on the roll-
out of various governments’ stimulus and vaccination programmes.
China is among the first major countries to recover from the pandemic
and will likely register a healthy economic growth in 2021. This in turn
would also support Hong Kong’s economic growth. In the medium term,
Hong Kong is expected to benefit from the unfolding strategic measures
introduced by the Chinese government to develop the Guangdong-
Hong Kong-Macao Greater Bay Area. Higher external trade and
investment flows into the Greater Bay Area are expected to be a major
stimulus for the Hong Kong economy in 2021.

The Bank will continue to leverage on the inherent strengths of our parent
company, Fubon Financial Holdings, to strengthen our relationships
with both retail and corporate customers and to capture business
opportunities across the region. Through the seamless integration of
our physical banking and virtual banking services, our customers will be
able to manage their financial needs more conveniently and efficiently,
and to choose the channel that suits them best when conducting
their banking business. | wish to express my sincere gratitude to our
Board, management team and all staff for their invaluable contributions,
especially during these difficult and challenging times. We will strive to
maintain good business momentum and to provide our customers with
the exceptional “Fubon Experience” as part of our continuing efforts to
become and remain as their preferred banking partner.

Daniel M. Tsai
Chairman
April 2021
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