CHAIRMAN’S STATEMENT

Fubon Bank = #8177




Volatility in the global economy and slower economic growth in
Mainland China and Hong Kong created a complex operating
environment for business in 2016. Hong Kong’s economic growth
moderated to 1.9% year-on-year in real terms, from 2.4% in 2015,
amid weak performances in trade, tourism and retail sales. In line with
the slowing pattern of external trade in Mainland China, total trade fell
by 0.7% in 2016, which was considerably better than the 3.0% drop in
2015. Dragged by a noticeable decline in tourist arrivals, retail sales in
Hong Kong dropped by nearly 8% in 2016, following a decline of 3.7%
in 2015. Local interest rates were steady to slightly higher, as the U.S.
Federal Reserve continued its gradualist approach to raising interest
rates.

In early 2016, volatilities in the China A Share, Renminbi exchange rate
and oil prices led to risk-adverse sentiment worldwide. Throughout the
year, financial markets were also being clouded by the uncertainties
over the pending Brexit referendum in June and the U.S. presidential
election in November. To a certain extent, expansionary policy actions
taken by the central banks in Britain, Euroland and Japan, together
with a delay of the tightening decision by the Federal Reserve and
the new infrastructure spending programme adopted by the Chinese
government, all helped to ease financial market concerns and stabilize
the global economy. However, the potential rise of protectionism in
some developed countries and the lingering political risks in Europe
will continue to be impediments to the global economic recovery in the
year ahead.

By adopting a prudent growth strategy, Fubon Bank (Hong Kong)
Limited (“the Bank”) was able to maintain a growth momentum and
made satisfactory progress in its financial performance in 2016.
We achieved a net profit of HK$635 million, up 22% as compared
with 2015 despite the uncertain economic conditions and intense
competition in the industry. Our accomplishment was attributable to
our staff's dedicated efforts and an enhanced brand image. Prudent
risk management and cost management remain the key pillars in our
business philosophy to ensure sustainable growth.
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The Bank’s determination to enhance its retail banking service channels
over the last two years not only improved the customer experience
but also reinforced their engagement. The launch of iBranch and a
comprehensive range of digital banking services, including mobile
banking, e-Statement and e-Cheque services, have been well-received
by customers and have enhanced their impression of the FUBON
EXPERIENCE. Our efforts led to various recognitions of our services
during the year: Banking & Finance Awards 2016 — My Favourite
Innovative Branch Experience Award from Sky Post, Hong Kong
Outstanding Digital Brand Awards - Outstanding Intelligent Branch —
Banking Services from Metro Broadcast and The Chamber of Hong Kong
Computer Industry, to name but a few.

In addition to our existing bancassurance partnership with China Life, the
Bank entered into a partnership with Fubon Life Hong Kong last year to
broaden the range of insurance products and services that we offer to
our customers. In 2017, we will launch our third and our fourth iBranches
in Mongkok and Shatin, respectively. The Mongkok iBranch will also act
as a sales hub offering customers a comprehensive range of financial
services including consumer finance, securities services and commercial
banking services. After the rebranding of our Ambassador Banking in
2017, we believe we are well-positioned to acquire new customers
and to strengthen our customer relationships by providing all-rounded
financial solutions that best suit their diverse needs.

Regarding our corporate and institutional banking business, we managed
to grow a quality loan portfolio under very challenging conditions. We
increased our marketing resources and enhanced our range of products
and services to expand our customer base. We also set up dedicated
SME teams to serve our target corporate customers sourced by our
branch network. Going forward, we aim to build a leading SME banking
franchise by deepening existing customer relationships and leveraging
our enhanced corporate e-banking platform, “Fubon Business Online”.
With the opening of the Bank’s first Commercial Banking Centre in
mid-2017, we are confident in expanding our penetration into the SME
market.
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While effective cost control measures were being exercised, we
continued to make crucial investments in information technology
(“IT”). During the year, the Bank completed a number of important
IT initiatives, such as the launch of Two Factors Authentication,
which replaced the digital certificate in Corporate Electronic Banking.
Our Core Banking System (“CBS”) Replacement Project also made
good progress. We have successfully implemented a new Customer
Information System, which allows the Bank to have a 360-degree
view of customer information in the CBS Replacement Project. Our
significant investment in IT is in line with the Bank’s business strategy
to improve the customer experience and to increase its capacity to
accommodate long-term business growth.

Uncertainty in the international markets and a rise in trade protectionism
will make operating conditions more challenging than ever. Against
this backdrop, the Bank will continue its growth strategy while
heightening its risk awareness and control. Our ability to leverage
our business on the inherent strengths of our parent company,
Fubon Financial Holding Co., Ltd., will enable us to capture business
opportunities across the region, strengthen relationships with
customers and acquire new target customers. We will continue to
focus on delivering an exceptional customer experience — the FUBON
EXPERIENCE.

Ming-Chung (Daniel) TSAI
Chairman
April 2017
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