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ong Kong's economy staged a dramatic rebound
in 2000 with GDP growing 10.5 percent.
Nevertheless, the economic recovery has not
trickled down to the average household as wages remained
stagnant and domestic demand continued to be low. While
the rate of unemployment fell from 6.3 percent 21 months
ago to 4.3 percent at the end of January, it was still high relative

to the two to three percent level Hong Kong previously enjoyed.

Further dampening the impact of this export-led recovery is a
slackened property market where prices and transaction
volumes are still only a fraction of their pre-crisis highs. The
weak property market has also negatively impacted on the
wealth factor, tightening the purse strings of both investors
and consumers, causing private consumption to remain in a

doldrum.

The sustained deflationary pressures in the local economy
reflect both sluggish domestic demand and continued price
adjustments under the fixed exchange system. While the strong
recovery has been mainly export-driven, the changing structure
of Hong Kong exports, largely reflecting re-export growth, has
had increasingly less economic impact on Hong Kong than ever
before. The nature of this recovery is different from 1976 and
1986 when it was mainly driven by domestic exports,

investment and consumption.
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Mr Patrick Fung, Chairman of Wing Hang Bank speaking at a ceremony to
mark the formation of the strategic alliances.
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Against a weak sentiment in investments and spending, the
demand for loans remained soft. This has further intensified
competition in the banking industry, particularly in the
mortgage sector. To maintain the level of their earnings, banks
in Hong Kong have re-focussed their efforts to increase their
fee income businesses while at the same time enhancing their
delivery channels through the introduction of electronic and

internet banking.

At Wing Hang Bank, we made a strong commitment in the
development of e-Commerce T related projects. During the year,
strategic alliances with a number of [T-related companies were
formed to enhance e-business developments. In June, the Bank

launched its e-Banking service.

Despite tough competition in residential mortgages, the Bank
managed to maintain a healthy share in the market through
the introduction of various mortgage packages that were
tailored to different market needs. For the year 2000, residential

mortgages increased by 5.0 percent as compared with last year.

The Bank's consumer lending businesses continued to perform
well, significantly bolstering our higher yielding assets. During
the year, we launched a unique Cash Card with distinctive
revolving credit privileges as well as an innovative tax loan

package, resulting in a substantial increase in market share.

Against this background, | am pleased to report that for the
year 2000, the Group achieved a record profit of HK$901.2
million, an increase of 32.0 percent over 1999. Earnings per
share increased by 32.3 percent to HK$3.07. Such achievements
have largely been the result of the hard work and dedication
of our entire staff, as well as the continued support and counsel
from our Board members. For this, | wish to express to them

my sincere gratitude.
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Mr Michael Fung (right), General Manager, receiving a souvenir plaque for
the Bank's participation in the Dress Casual Day fund-raising programme,
from Mr Cheng Hoi Chuen who represents the Chest.
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The quality of our assets continued to improve with the recovery
of the economy. For the period under review, the level of non-
performing loans dropped to HK$1.34 billion, or 3.96 percent
of total loans. Charges for bad and doubtful debts declined by
16.3 percent to HK$367.2 million.

Our branch expansion programme slowed with a gradual shift
to other electronic delivery channels through the launch of
our e-banking and internet banking services. However, we will
continue to pursue a “click and mortar” strategy. In November,
the Bank opened a branch in Tseung Kwan O to capture business
from the growing population in this rapidly developing new
town. In China, we opened a representative office in Shanghai

to further expand our presence in the Mainland.

Taking an active part in community activities has always been
our committed goal. In this regard, we took part in the
Community Chest Dress Casual Day fund raising programme
for the fifth consecutive year. We also participated in the Chest's
Hong Kong Walk.
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Mr Patrick Fung, the Chairman of Wing Hang Bank and the Chief
Executive of the HKSAR The Hon Tung Chee-hwa greeting each other at
the Hong Kong Walk.

Looking into the new year, economic growth is expected to slow
down with a less favourable external environment, but the
reduction in interest rates which began early this year should be a

welcomed stimulus to the economic recovery.
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In the absence of strong investment catalysts, the demand for
loans is expected to remain weak and tough competition in the
banking industry for assets will continue to prevail. For the year
2001, we will spearhead growth in consumer finance, which will
be reflected in further expansion in residential mortgages,
consumer lending, credit cards and share brokerage. Apart from
this, we will continue to expand our commercial lending business,

especially for small and medium enterprises ("SME").

We will continue to gear up our efforts to expand our electronic
banking service. We are planning to introduce on-line insurance
as well as on-line approvals for credit cards, SME and personal
loans in the next phase of our e-Banking. We will continue to
make use of the latest developments in on-line devices to enhance
our customer relationship management and to generate cross

selling opportunities.

We will also step up our efforts in the development of non-interest
income businesses in the area of insurance and MPF products
which are already producing fee income for the Bank this year.
With the formation of a new life insurance company with several
local banking partners in 2001, we are expanding into life insurance
businesses. In the second half of 2001, we are also planning to

market mutual funds to further broaden our non-interest income.

The last phase of the deregulation in interest rates is likely to
cause even more competition for savings and current deposits. To
cope with the changes, we have been developing new products to
broaden our customer base, such as the "Overnight Plus Deposit
Account” which offers a better yield and more flexibility for our

customers.

With the beginning of the rate reduction cycle, coupled with
China's impending admission to the WTO, Hong Kong's economy
should continue to recover, and we are hopeful that year 2001

will again be a rewarding year for the Group.

PATRICK Y B FUNG

Chairman and Chief Executive

Hong Kong, 8th March, 2001



