FINANCIAL COMMENTARY

The following commentary covers the financial
performance of FPB Bank Holding Company Limited
(the “Company”) and its subsidiaries (the “Group”)
for the year ended 31 December 2000. The Bank is
the sole material asset and operating company of
the Group.

The Group’s interest income totaled HK$1,858
million for the year ended 31 December 2000, an
increase of 4.3 per cent over the comparative figure
for 1999. This increase was attributable to the
increase in average prime rate by 73 basis points
from 8.49 per cent in 1999 to 9.22 per cent in 2000
but partly offset by the decrease in the yield on the
loan portfolio.

The interest expense for the year totaled HK$1,132
million, a decrease of 5.8 per cent over the
comparative figure for 1999. The decrease was
mainly due to lower funding costs. As a result, the
net interest margin improved from 2.53 per cent in
1999 to 3.26 per cent in 2000.

Other operating income was reported at HK$165
million, an increase of 46.9 per cent when
compared with 1999. This was mainly due to the
gain on disposal of a foreclosed property of HK$41
million after netting off the related US capital gains
tax of approximately HK$17 million. Operating
expenses grew by 18.1 per cent to HK$478 million.

The Group achieved a profit attributable to
shareholders of HK$193 million for the year ended
31 December 2000, an increase of 215.8 per cent
when compared with 1999. Earnings per share
stood at HK15.5 cents.

Turning to the Group’s balance sheet as at 31
December 2000, gross advances to customers stood
at HK$15,042 million, a slight decrease of 2.4 per
cent over the position at the end of 1999.

Total provisions for bad and doubtful debts were
maintained at HK$233 million as at 31 December
2000, a decrease of 29.5 per cent, primarily due to
a decrease of HK$120 million in specific provisions.
The advances to customers on which interest is
being placed in suspense (non-performing loans)
were fully covered. The non-performing loans to
total gross advances dropped from 6.9 per cent in
1999 to 1.4 per cent in 2000. The general loan loss
provision represents 1.18 per cent of gross advances
as at 31 December 2000.
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FINANCIAL COMMENTARY

Customer deposits increased 3.7 per cent during the
year to HK$19,712 million. Floating-rate certificates
of deposit issued by the Bank totaled HK$101
million as at 31 December 2000, a decrease of 90.7
per cent. This was mainly attributed to the maturity
of the certificates of deposit or early redemption by
the holders in March and June 2000. Only US$8
million certificates of deposit were issued during
2000. All the certificates of deposit will mature in
June 2002.

Group total assets stood at HK$23,124 million as at
31 December 2000, a slight decrease of 0.7 per cent
over last year. Interest earning assets comprised
around 95 per cent of the Group’s total assets at the
end of 2000.

As at 31 December 2000, shareholders’ equity stood
at HK$3,003 million, equivalent to a net asset value
of HK$2.41 per share.

The average liquidity ratio for the year 2000 was
45.03 per cent compared with 46.91 per cent for
1999. The capital adequacy ratio as at 31 December
2000 slightly decreased to 20.23 per cent from
20.32 per cent as at 31 December 1999.
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