


Understanding that people are
the most valuable asset of a
service institution, that
recruitment, training, retention
and promotion of professional
and effective staff are key
performance measures, and
that every employee deserves

to be treated with respect.
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DIRECTORS’ STATEMENT

GDP for the full year in 2004 expanded by an
estimated 7.5%, driven by strong
performance in external trade, solid
improvement in domestic demand, a revived
property market and a surge in tourist
arrivals, especially from China.

The strong balance sheet and capital base,
well established delivery channels and
capable staff enabled the Bank to take
advantage of the economic turn around.

In 2004 the bank recorded 117% increase in
net profit to HK$300 million.
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HONG KONG ECONOMY AND BANKING INDUSTRY
Hong Kong achieved strong economic growth in 2004, after six
years of economic hardship. GDP for the full year in 2004
expanded by an estimated 7.5%, driven by strong performance
in external trade, solid improvement in domestic demand, a
revived property market and a surge in tourist arrivals, especially
from China. Indeed, China’s strong growth along with the
benefits of the Closer Economic Partnership Arrangement
("CEPA") and liberalization of travel between China and Hong
Kong were major factors in Hong Kong'’s rebound. There was a
growing sense of confidence that Hong Kong had finally put the
remnants of the Asia financial crisis and the scourge of SARS
to rest, and everyone could concentrate on new economic

opportunities.

GDP expanded by 6.8% in the first quarter, followed by a 12.1%
surge in the April to June period, a comparison against the
depth of the SARS crisis. The third quarter figure of 7.2% proved
that growth was real rather than a statistical anomaly against a
low base. Total exports were up 15.8% to HK$2.02 trillion
during the year and imports rose 16.8% to HK$2.1 trillion. China
was once again Hong Kong's largest trading partner, absorbing

44% of Hong Kong exports and providing 59% of re-exports.

After five and one half years of falling prices, Hong Kong saw its
first rise in the Composite Consumer Price Index in July 2004.
While partially reflecting the decline of the US dollar on
international markets and the parallel decline of the Hong Kong
dollar as a result of the linked exchange rate, the major factor
was the climb in retail sales. With improved sentiment,
consumers resumed shopping, permitting retailers to phase
out the heavy discounting they had relied on to attract customers
during the economic downturn. Demand was also stimulated
by the growth in tourists from the PRC as the Individual Visit
Scheme was expanded to more parts of China, enabling
individuals to travel independent of organized tour groups. PRC

tourists now comprise approximately 60% of total arrivals, and
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DIRECTORS’ STATEMENT

they are outspending tourists from North America. Monthly
arrivals set an all-time record of 2.1 million in December, and
hotel occupancy levels exceeded 90%. Total arrivals reached
21.8 million for the year, a 41% increase over the SARS affected
2003 figure.

Improved economic performance was also demonstrated by the
decline in personal bankruptcy petitions and mortgages in
negative equity. Bankruptcy petitions declined by 43% from
2003 to 12,500, and compare to almost 27,000 petitions in
2002. Similarly, negative equity mortgages were at a high point
of 106,000 in June 2003, and by the end of 2004 had fallen to
less than 20,000.

While the economy showed substantial improvement,
unemployment remained stubbornly high, although it did decline
gradually over the course of the year from 7.3% to 6.7%.
Employers remained cautious about adding to payrolls, and
continued to outsource activities to southern China. The
percentage of service sector employees continued to grow, with
manufacturing jobs shrinking to 7.5% of the work force, transport
and communications a similar percentage and construction
comprising 3%. Wholesale and retail trade, restaurant, and
hotel workers make up 44% of employed persons, while

financing, insurance, and real estate contributed 20%.

Banks benefited by the improved economic climate. During the
first half of 2004 pre-tax profit of retail banking institutions
improved by 25.7%, primarily due to decreased provisions for
bad debt. Net interest income declined due to narrowed spreads
between Prime and funding costs, lower margins on residential
mortgage lending and continuing re-financing as well as lower
yields on free funds. This was partially offset by increased

fees, largely generated by sales of wealth management products.

The high liquidity in the market, including the capital inflows

attracted to the stock market and speculative views on the

RMB exchange rate, kept savings and time deposit interest
rates low. Some banks reduced their savings rate to as little
as one one-hundredth of one percent. Loan demand gradually
revived, with the main growth coming in housing loans, but also
some increase in corporate lending in the second half of the
year. Major emphasis was placed on developing fee income,
and, with consumers desiring to diversify their assets, banks

introduced a whole range of new instruments.

The value of the consumer credit agency, which added to the
exchange of positive data in the fall of 2003, was proven by the
reduction in credit card and personal loan provisions. The
exchange of information on SMEs through a Commercial Credit
Reference Agency commenced in the fall, providing a foundation
for the expansion of financing to this important pillar of the

Hong Kong economy.

In February banks began offering RMB deposit services under
a test scheme arranged through collaboration between the
HKMA and the People’s Bank of China, with input from the Hong
Kong Association of Banks. By year-end, total RMB deposits
exceeded RMB10 billion. Hong Kong banks were also authorized

to issue RMB-denominated credit cards.

Regulators also moved forward with revised guidelines on the
prevention of money laundering, and the outlines of the
application of Basle Il guidelines to Hong Kong banks. The
Legislative Council passed the Deposit Protection Scheme
Ordinance, and the Hong Kong Deposit Protection Board was
established. The operating mechanism of the deposit insurance

program is being drafted for implementation in 2006.

CHINESE ECONOMY

China’s economy, which grew by 9.5% in 2004, was the engine
for global expansion. China consumed 48% of the world’s
cement production, 35% of iron ore, 27% of steel and 8% of

crude oil, becoming the third largest importer of crude oil.
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DIRECTORS’ STATEMENT

Foreign trade exceeded US$1 trillion for the first time, with
exports growing 35% to US$593 billion and imports up 36% to
US$562 billion, producing a trade surplus of US$32 billion.
This, along with actual direct foreign investment of US$61 billion,

pushed China’s foreign exchange reserves to US$610 billion.

The rapid growth, resulting from both domestic demand and
the strong growth in the external sector, put a strain on all
resources, and the consumer price index breeched 5% in June,
the fastest pace in 7 years, and remained above 5% until
October. As concern increased about the prospects of inflation,
the government took a number of steps to cool the economy,
aiming for a soft landing. Reserve requirements for bank
deposits were increased in September 2003, and increased
again in April 2004. People’s Bank then issued instructions to
suspend lending to certain sectors such as steel, cement and
aluminum where excess capacity was perceived to be building
up. Finally, in October the base-lending rate was raised for the
first time in 9 years. While there appeared to be a slight slowing
of investment in fixed assets in the fourth quarter, it is still too
early to conclude that the soft landing had been achieved. A
hard landing would not only put many Chinese out of work, but
would have a heavy impact on the regional and global economy,
precisely because China’s demand for raw materials and

machinery had ramped up production in so many countries.

China’s trade surpluses with the United States, Japan and
Europe (while they run trade deficits with Asia and parts of
Latin America) gave rise for calls to break the Renminbi’s peg
to the U.S. dollar, or at least widen the trading band around
RMBS8.3 that has been in place since 1994. The Chinese
government has said that it will make the Renminbi fully
convertible at an appropriate time, and that they were studying
various measures to liberalize the exchange rate. However,
Chinese authorities have been cautious because of the difficulty
of forecasting all the ramifications of major changes in exchange
rate policy. Expectations of an adjustment in the exchange

rate attracted a substantial amount of hot money inflows, even

affecting the value of the Hong Kong dollar. By early 2005

some of these inflows started to recede.

Efforts to reform the Chinese banking industry continued in
recognition that a sound banking system is vital to continued
economic growth, and awareness that the domestic banking
sector will be fully open to foreign competition by the end of
2006. A total of US$45 billion was injected into Bank of China
and China Construction Bank to raise capital adequacy to
international standards, with the hopes of listing the two banks
on foreign stock exchanges in 2005. Non-performing loans
(“NPLs”) at these two banks as well as at Industrial and
Commercial Bank of China, Agricultural Bank of China and Bank
of Communications, were reduced through write-offs and sales
to Asset Management Companies. Overall, the level of NPLs in
the Chinese banking system fell from 17.8% to 13.2% over the
course of the year, but part of this was due to the substantial
growth in loan outstandings. The China Banking Regulatory
Commission is continuing to aggressively address the
weaknesses of the financial system, and further progress will

be made in 2005.
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Professionalism
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Internalizing the standards
which distinguish staff and the
institution by understanding
markets and products,
ensuring that advice is
accurate and timely,
transactions are executed
properly, and integrity is

upheld at all times.
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DIRECTORS’ STATEMENT

CORPORATE DEVELOPMENTS

In March 2004 Fubon Financial Holding Co., Ltd, a leader in
banking, insurance, asset management and securities brokerage
in Taiwan, completed the acquisition of 75% of the shares of
International Bank of Asia Limited (“IBA”) from Arab Banking
Corporation (B.S.C.) and China Everbright Holdings Company
Limited, the first such acquisition of a Hong Kong incorporated
bank by a Taiwan institution. The fact that less than one third
of one percent of remaining shareholders tendered their IBA
shares during the General Offer period indicates investors’
confidence in the future of the Bank. In July 2004 Dr. Mike M
Murad retired as Vice Chairman, Managing Director and Chief
Executive Officer, becoming a Senior Advisor to the Bank. The
Board is grateful for the strong franchise that he created and
the many contributions he made to the bank during his years of
service. Mr. Jin-Yi Lee was appointed Managing Director and
Chief Executive Officer of the Bank upon the retirement of Dr.
Murad. Mr. Lee has a distinguished career, serving in senior
positions at J.R Morgan, BNP Paribas Peregrine and HSBC, and
the Bank is fortunate to entrust its future development to a

highly qualified and experienced individual.

In February 2005 the shareholders passed a resolution at an
Extraordinary General Meeting to change the name of the Bank
to Fubon Bank (Hong Kong) Limited. The name change of IBA
marks a milestone for the Fubon Group, signifying the Group’s
expansion beyond Taiwan. IBA will become Fubon Bank (Hong
Kong) Limited under the umbrella of Fubon Group. The name
change is part of the Group’s ongoing strategy to create an
integrated and cohesive presence in the Asian marketplace.
By adopting the name Fubon, we can leverage the strong brand
name of our parent, and fully exploit the benefits of being a
member of this leading group, delivering the full range of

products and services to our customers.

OPERATING PERFORMANCE
The strong balance sheet and capital base, well established

delivery channels and capable staff enabled the Bank to take

advantage of the economic turn around. Increased lending and

further investment in government securities and the
development of additional sources of non-interest income, along
with the impressive growth of the low-cost funding base,
increased operating income. Better credit conditions and
effective risk management systems reduced provisions by 73%,
and disposal of repossessed properties produced substantial
write-backs. The net result was 117% increase in net profit to

HK$300 million.

Net interest income rose slightly from HK$604 million to
HK$610 million despite the 16% growth in the loan portfolio
due to the keen competition in the banking industry. Non-interest
income has recorded an increase of 11% to HK$225 million,
with major contributions coming from new investment products,
stock brokerage and wealth management activities. Operating
income reached HK$835 million, reflecting an increase of 4%
as compared with the year 2003. Operating expenses increased
to HK$602 million as a result of opening new branches and
wealth management centers, increased staffing in SME lending
and treasury, operations, depreciation of new information

technology systems and one-off retirement expenses.

Specific provisions fell by 83% to HK$31 million, while general
provisions were HK$20 million, reflecting the expansion of the
loan portfolio. As a result of write-backs following the disposal
of repossessed property (which were reduced by HK$404 million)

and other loan recoveries, total provisions plummeted 98% to
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HK$4.5 million. Gains on the sale of non-trading securities
contributed HK$93 million, compared to HK$91 million in 2003.
Profit before tax rose 126% to HK$338 million.

Total assets as of 31 December 2004 were HK$46 billion, 21%
higher than December 2003. The loan portfolio grew 16% over
the course of the year to reach HK$18 billion, with the
substantial increase coming in the second half. Equipment
leasing and loans to SMEs showed steady growth over the year,
reflecting the Bank’s leading position in this market segment.
Residential mortgages also increased, and personal loans
resumed growth with our strong risk management systems
having proven their effectiveness. The Bank’s portfolio of Hong
Kong Exchange Fund bills and notes and US Treasuries, along
with a nominal amount of high grade corporate bonds and bank
certificate of deposits, reduced by 46% to HK$6 billion. The
Bank’s high level of liquidity was evident from the HK$19 billion

in interbank placements and short term funds.

Customer deposits rose to HK$30.1 billion, an increase of 4.4%.
Of the total, current, savings and call accounts comprised 40%,
compared to 36% for these low cost deposits in 2003. Capital
funds stood at HK$3.7 billion as of 31 December 2004, after
payment of a special dividend of HK$305 million in January

2004 and an interim dividend of HK$70 million.

The Bank achieved an impressive rebound in 2004, with profit
and return on average equity, HK$300 million and 8.02%,
respectively, more than doubling. Return on average assets
rose to 0.72%, up from 0.39% in 2003. The stage has been
set for sustained growth, with new market segments opening
up as a result of integration into the Fubon Group. In 2005 we
will expand Treasury operations and wealth management
services, increase SME lending and equipment finance, round
out personal lending services, and become the platform for
serving Fubon’s Taiwan individual and corporate clients in Hong

Kong and Southern China.

RETAIL DISTRIBUTION NETWORK

The Bank continued to enhance its delivery network and
customer segmentation during 2004, with increased focus on
providing wealth management services to the growing middle
class. In March the Sheung Wan Superbranch was opened,
with a special Ambassador Banking team to serve the affluent
sector. Ambassador Centers were also introduced in the Mei
Foo Branch and Kowloon Main Branch, an Ambassador Center
was opened in Homantin, and the North Point investment center
was converted into a full service Ambassador Center. In order
to upgrade the quality of services and achieve operational
efficiencies, three branches were merged into nearby branches

in Hong Kong, Kowloon and Shatin.

By amalgamating the traditional retail network and the
Ambassador Banking unit, the Bank is assuring that higher
income clients enjoy the convenience of a broad network and
the access to a wide range of products and services offered by
highly qualified officers. At the same time we are able to bundle
investment products and thus reduce the entry level so all retail
customers can subscribe. A special team of Ambassador
Banking officers was formed to service the offshore needs of
Taiwanese and Chinese customers, opening a new business

initiative.

Unit trusts proved to be popular in 2004, with excellent response
received from both branch and Ambassador Banking clients.
The Bank offers a comprehensive range of such investment
funds provided by well-established fund managers, achieving a
21% increase in commissions. Following the acquisition by
Fubon, the Bank entered into a partnership with CitiFubon
Insurance, launching two tailor-made cash refundable insurance
packages and two endowment plans, increasing commission

income.

Residential mortgages remained the core of retail lending.

During 2004 a total of HK$3.7 billion in housing loans were
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booked, relying on a combination of tenors, repayment schemes
and incentives to attract applications. These borrowers are
incorporated into our customer relationship management
system, and are then approached through systematic cross-

selling campaigns.

The retail network continues to provide funding to support the
entire loan portfolio. Our flagship 3M account brought in more
than 25,000 new customers, with individual account balances
exceeding HK$5.7 billion. The Bank also introduced RMB
deposits in February 2004. This product is aimed at the
expansion of our role in trade and investment flows between

Hong Kong and China.

In the very low interest rate environment prevailing in Hong
Kong, the Bank offered five tranches of callable CDs totaling
HK$700 million with interest rate markups to as high as 4%,
but with an all-in cost to the Bank of HIBOR flat or lower through

interest rate swaps.

CONSUMER FINANCE

The effectiveness of the Bank’s consumer finance risk
management systems and the improving economic environment
provided the basis for renewed promotion of consumer finance.
Major acquisition programs executed during the year exploited
innovative risk adjusted pricing, weekend double bonus points,
and attractive gift items. The use of direct sales agents

increased our acquisition outreach.

The Bank has been a leader in affinity and co-branded cards,
and carried out the feasibility study and marketing planning for
the Federation of Medical Societies of Hong Kong VISA Card,
which was officially launched in January 2005, providing the
FMSHK’s 50,000 members with a comprehensive range of credit
card and banking services. The Bank was recognized by
MasterCard for the growth in cardholder spending as a result

of effective promotional programs.
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The Bank launched the Federation of Medical Societies of Hong Kong VISA Card.
KIRITHEH BB B BB S VISA 15+ ©

A Cash Any-Can-Do installment purchase plan was introduced
for cardholders, with tenors of 6 to 36 months in amounts up
to HK$50,000. This increased our receivables, and provided

additional cross-selling opportunities.

In October the Bank came out with the first monthly flat rate tax
loan for all loan amounts. This generated our highest response
ever for tax loans. Each successful applicant was also granted

a new credit card with perpetual annual fee waiver.

SME FINANCE

The Bank has long been a leader in providing SMEs with lease
and hire purchase financing for the acquisition of production
equipment and vehicles. In order to fully leverage that segment,
the SME working capital and trade finance function originally
attached to the branch network has been consolidated with Fubon
Credit (Hong Kong) Limited, the Bank’s wholly owned leasing
subsidiary. By providing a full range of financing along with the
equipment leasing that these SMEs depend upon, we are
exploiting an existing relationship and the risk assessment we
have already performed. In addition, we are increasing market
share in equipment leasing because of our ability to provide a
comprehensive package. Moreover, by linking this to Ambassador
Banking support, we are also gaining new revenues from the
company owners. The benefits of this amalgamation are evident
from the rapid growth in working capital loans and property

mortgage loans to SMEs, which grew by more than 500%.
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Leasing business also achieved strong growth, up by 27% year-

on-year, continuing to be a major contributor to overall Bank
profitability. Fubon Credit (Hong Kong) Limited has a highly
diversified portfolio, encompassing printing presses, textile
machinery, machine tools, plastic molding equipment,
electronics, taxis, buses, light goods vehicles and passenger
cars, as well as office equipment. The subsidiary has enjoyed
one of the best credit records in the industry for more than a

decade.

SME lending is a priority of the Bank. We have recruited new
lending officers to expand our outreach. The experience in
providing SME finance and equipment lending for Hong Kong
companies operating in China is readily applicable to the large
number of Taiwan companies, estimated at more than 10,000,
operating in Dongguan County, north of Shenzhen. A special
Taiwan team has been added to market these companies, and
a growing portfolio of loans has already been booked. Similar
marketing programs are being carried out in the Shanghai area,

another center of Taiwan investment in China.

CORPORATE BANKING

The economic revival in Hong Kong provided new opportunities
for corporate lending, after six years of decline in bank lending
to industry. The Bank added experienced corporate lending
officers, new financing techniques and streamlined the

marketing and credit approval process to attract new business.

The customer base of the Corporate Banking Division is highly
diversified, including manufacturers, trading companies, service
institutions, restaurants, entertainment operations, retailers,
small-scale property developers and real estate investors. While
most of the customers are medium size companies and mid-
cap listed corporations, the Bank also has historical
relationships with large corporations, and selectively participates

in syndicated loans to major Hong Kong companies.

The additional resources and revised processes supported
strong growth, with loans increasing by 29% year on year. This
is an impressive achievement given the significant amount of
scheduled amortizations under term loans and the constant
repayment under trade finance facilities. The growth came from
increased utilization of facilities by existing customers, and the
20% increase in the number of active customers served by the
division. The division was also successful in shifting the loan

portfolio to more higher yielding trade financing.

Corporate Banking collaborates with the Financial Markets and
Ambassador Banking teams to provide interest rate and currency
management products and investment instruments, meeting
both the needs of the companies and their senior management.
The enhanced marketing capabilities of Financial Markets,
described below, has become a focus of Corporate Banking,

helping to offset the impact of competition on lending margins.

A Taiwan Corporate Banking unit has been established to service
both companies introduced by Fubon and new clients identified
by the Bank through its own marketing efforts. The Bank is

uniquely suited to provide support to Taiwan companies
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operating in Hong Kong and China because of the full

infrastructure and range of services that we are able to provide.

FINANCIAL MARKETS

The Financial Markets Group was established to oversee the
Bank’s activities in various markets including currency, money,
fixed income and equity related markets. It encompasses
Treasury operations and Fubon Securities (Hong Kong) Limited,
the Bank’s wholly owned equity brokerage subsidiary. The
Treasury operations include foreign exchange services,
centralized cash management, interest rate risk management
and management of the Bank’s securities portfolio. The group
is responsible for the development of investment, interest rate
risk management and currency risk management products. The
marketing team has been expanded, and works closely with
the Retail Distribution Network (especially Ambassador Banking),
SME and Corporate Banking to deliver the growing range of

products we are able to offer.

The Bank plays an active role in Hong Kong dollar debt markets,
serving as a placing bank and market maker in Exchange Fund
Bills and Notes, Hong Kong Link and Hong Kong Mortgage
Corporation paper and other Specified Instruments as defined
by the Hong Kong Monetary Authority. The Bank is also a Fixing
Bank for Exchange Fund Bills.

As Hong Kong investors have sought diversity, the Bank has
broadened its product range in structured products, offering
currency, credit, interest rate and equity-linked products. The
expanded capabilities and increased number of marketing staff
enabled us to achieve a 22% increase in financial markets

related fee income.

Improved sentiment for Hong Kong shares provided a boost in
stock market turnover. The Bank’s retail customers were active
in trading, and brokerage increased by 31%. An internet based
trading system will be installed in 2005 to better serve our

clients, and also enable Taiwan customers to trade online.

The Bank’s bond portfolio is overwhelmingly comprised of Hong
Kong Government paper and U.S. Treasuries, with small amounts
of bank issues and corporate bonds. In the first half of 2004
the Bank crystallized capital gains of more than HK$90 million,

slightly exceeding the gains made in 2003.

RISK MANAGEMENT

The Bank has three units with specific responsibility for risk
management: Consumer Finance Risk Management, Corporate
and Retail Banking Risk Management, and Treasury Risk

Management.

The Consumer Finance Risk Management team operates a state-
of-the-art application Processing System to process and evaluate
credit card and personal loan applications. The system has
been modified to assist the SME Division in evaluating loan
and lease applications. A Strategic Credit Control System has
been developed to implement systematic collection strategies
and support multiple risk models. The Bank outperformed the
market in terms of the number of bankruptcy petitioners and
specific provision to revenue ratio. These risk management
tools have permitted us to execute acquisition programs with

higher levels of approval and lower levels of delinquencies.

The Corporate and Retail Banking Risk Management team has
streamlined the SME and corporate banking credit functions,
supporting the strong growth achieved in loan and lease
outstandings. The unit also assumed responsibility for
participation in the Commercial Credit Reference Agency, through
which banks exchange positive and negative data on SMEs. A
major project going forward is the implementation of Basle |

guidelines on risk management.

With the expansion of Financial Markets activities, the Treasury
Risk Management team monitored a rapidly increasing number
of transactions. It conducts independent valuation of the
portfolio, trading risk limit monitoring, market risk analysis and

reporting, as well as profit and loss analysis and reconciliation.
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Automation of reports was enhanced, new control practices were
implemented and a number of ad hoc reports were prepared

for senior management.

OPERATIONS AND INFORMATION TECHNOLOGY

The ability to grow the balance sheet, execute additional
transactions, offer new products to customers and attract new
clients requires an efficient operations and support team. The
Operations Division works hand in hand with each of the
business units, as well as with the Information Technology
Department to ensure that we can deliver on each of our
commitments to customers. In addition to supporting the
significant increase in the volume and diversity of activities,
the Operations Division initiated the task of evaluating and
mitigating operational risk, preparing for new capital compliance

requirements under Basle Il.

Operations was responsible for the identification and preparation
of new premises and remodeling of existing premises as we
refined our delivery network and added the capability of providing
more cross-border transfer and trading transactions. They have
also provided support with Information Technology on the
installation of new systems, such as the automated trading

platform for currency-linked deposits and equity-linked deposits.

The Retail Banking system was upgraded with a new release by
Misys. An updated version of SWIFTNET was installed to upgrade
funds transfer capacity. A Unit Trust nominee service system
was installed to provide enhanced portfolio management
support to our customers. A straight through processing system
for retail treasury transactions was implemented to enable
customers to execute real time foreign exchange transactions

in our branches.

E-banking services are being upgraded to strengthen security
and to enable Taiwan customers to conduct fund transfers, Hong
Kong Stock Exchange transactions and other investment product

business. In January 2005 the Fubon Group, including the Bank,

launched a guaranteed two-hour fund transfer service between

Hong Kong and Taiwan.

CUSTOMER RELATIONSHIP MANAGEMENT AND
TECHNOLOGY MARKETING SERVICES

The Bank’s Customer Relationship Management ("CRM") system
and data warehouse leverage information and quantitative
methods to service customers in an intelligent and profitable
manner, and is directly interfaced with Technology Marketing

Services, which operates the Bank’s Call Center.

CRM uses customer demographic and behavioral profiling,
product holding and penetration analysis, statistical modeling
and vintage analysis to deliver products in a manner that
customers prefer, to evaluate marketing campaign effectiveness
and to reduce attrition. CRM is a key tool in cross-selling,
identifying customer segments with the greatest likelihood of
responding to product offers. CRM has played a key role in
direct marketing of tax loans, credit card promotions (both
acquisition and utilization), consumer credit and investment

products.

The Call Center has proven to be an increasingly valuable delivery
channel in addition to its role as a traditional service channel.
Tailor-made telemarketing programs have been devised for
various business departments, catering to these business
departments’ specific customer base. Total outbound marketing
calls in 2004 increased by almost 300% in comparison to 2003,
while incoming calls increased by 30%. Three new 24-hour
self-service functions were introduced during the year. In 2005
we have added Mandarin language capability to service our

growing number of customers from the PRC and Taiwan.

Ming-Hsing (Richard) Tsai

Chairman

1 March 2005
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