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The year under review has been a
successful period of transformation
and of positioning Fubon Bank
(Hong Kong) Limited (the Bank) to
become a truly regional platform
for Fubon Financial. In particular,
strong financial performance, an
expanded product and customer
platform and robust infrastructure
have put the Bank well in the frame
as a Greater China player.
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One significant highlight of the year in terms of
business growth has been the conscious establishment
of a broader product platform and the cultivation of
new customer service capabilities that have positioned
the Bank to meet the wealth management needs of
both Hong Kong Special Administrative Region (HKSAR)
and offshore Taiwanese customers effectively. These
efforts are set to continue as we plan to expand the
wealth management franchise by establishing a high
net worth platform and customer franchise in the
year ahead.

We are truly committed to expanding our businesses
in the HKSAR. This means investing in our infrastructure
to support greater volume of business as well as
constantly looking for innovative ways to develop new
customer relationships. During 2006, this was most
clearly demonstrated in the success of cross-selling
initiatives between our various Business Divisions,
which successfully leveraged one set of relationships

into new customers for multiple products and services.

In terms of realising potential new business
opportunities, we have recognised that the Bank has
a special niche in terms of serving Taiwanese
enterprises and individuals who are working or doing
business in the HKSAR and the People’s Republic of
China. Over the past 12 months, income from this
Taiwanese customer group grew very impressively,
with the corporate loans and deposits portfolios
increasing by 152% and more than 210% respectively,
the number of wealth management accounts
expanding dramatically by 119% and assets under
management up by more than 110%. \We will continue
to nurture this role as an essential partner for China-
based Taiwanese businesses and their families in the
years to come.
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Achieving the ambitious goals that the Bank has set
for itself, and realising our vision to become a regional
platform of Fubon Financial and a leading wealth
management player in the Greater China region
ultimately, requires an unwavering commitment to
improving all of our internal resources. That means
consistently upgrading our infrastructure and systems
as well as our people.

During 2006, we have made great strides in a number
of these areas. The strength and sophistication of our
back office operations was recognised in 2006 when
we were presented with a “Continuous Linked
Settlement Straight Through Processing Award” for
high quality fund transfer operations and Continuous
Linked Settlement by the Bank of New York. We also
invested in and extended an IT outsourcing agreement
with EDS, which is expected to instil global best
practices and benchmarking while at the same time
further upgrading our information technology
infrastructure and improving back-office processes.
These investments underpin the Bank's ability to grow
consistently at the impressive rate that it has been
achieving.

The Bank’s growth strategy is predicated on attracting
and retaining customers through its Value Banking
proposition. This concept is only translated into
meaningful results however, if it is understood and
executed by our people every day. In 2006, an
organisation-wide Culture Change Programme was
rolled out to create deep understanding and buy-in
from employees in both the mindset of Value Banking
and the five core values that support it, namely
customer-centrism, people, professionalism, teamwork
and innovation. | believe the performance breakthough

that we have seen this year is related in no small part
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to the way our banking professionals have put these
values into practice.

The organic growth opportunities for our business in
the HKSAR are very encouraging, and have been
demonstrated already in a number of areas in 2006.
In the future, we will maximise these opportunities
by integrating further with Fubon Group in terms of
the corporate and investment banking services,
offshore wealth management and financial markets

services we provide.

The economy of China is expanding rapidly which
attracted rising number of enterprises and individuals
from the HKSAR and Taiwan. Looking ahead, there
are tremendous opportunities for the Bank to expand
its role in China and we will continue to actively explore
various options to penetrate further into the Mainland
China market through M&As or other forms as the
opportunities arise.

Ming-Hsing (Richard) TSAI

Chairman
March 2007
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