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Looking back on 2019, it will be remembered as a year when Hong
Kong was deeply impacted by social instability, only to be overshadowed
by the onset of the novel coronavirus (COVID-19) outbreak at year’s end.
The first half of the year began on a positive note but then the economy
suffered an abrupt deterioration in the second half. Gross Domestic
Product contracted by about 1.3%, down heavily from the growth of
3.0% in 2018 and 3.8% in 2017. Retail sales shrank 10% along with a
sharp fall of 14% in tourist arrivals. Both imports and exports of goods
registered negative growth, resulting in a 5.4% year-on-year decrease
in total trade. Uncertainties over the local economic slowdown caused
by the U.S.-China trade tensions dampened the local property market,
and business sentiment towards the end of the year turned pessimistic.
Falling USD LIBOR rates strengthened the Hong Kong Dollar and
pushed down the USD/HKD exchange rate to nearly HK$7.80. This
development, together with the strong liquidity in the local market, led
to a decrease in the Hong Kong Dollar prime rate in November 2019,
marking the first prime rate reduction in more than a decade.

Amid these volatile market conditions, Fubon Bank (Hong Kong) Limited
(“the Bank”) continued to follow a prudent growth strategy to grow its
interest earning assets and expand its wealth management business.
However, while the Bank’s operating profit increased by 3% to HK$721
million, the sale of our entire shareholding in Xiamen Bank Co., Ltd
(“Xiamen Bank”) to our parent company in November 2018 led to a
significant reduction in the Bank’s non-operating income. As a result,
the Bank recorded a net profit of HK$601 million for the year ending 31
December 2019, a 27% decrease when compared with 2018.

On the corporate banking business side, we continued to expand our
market penetration in this sector. Net interest income and credit fee
income from our corporate customers registered a double-digit increase.
This was attributed to solid increases in loans and deposits, and modest
gains in spreads. We continuously strive to introduce even easier access
to bank financing and banking services through the use of internet and
mobile banking technologies. Our aim is to become a valuable banking
partner to our corporate customers. Leveraging on the Fubon Group’s
extensive network in the region, we continued to deepen relationships
with customers by providing a wide range of trade-related and general
banking services through collaboration with Fubon Bank (China) and
Xiamen Bank.
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Our Bank is committed to Hong Kong’s small-and-medium enterprises
(“SMEs”) sector. Our commitment to provide comprehensive and high-
quality services to SMEs remained a core business strategy. Examples
of our efforts to support our SME customers include innovative products
such as our Merchant Receivables Financing. Our dedication to this
market was recognized by a number of industry awards received during
the year. We were presented with the “Best SME’s Partner Award”
from The Hong Kong General Chamber of Small and Medium Business
and the “Banking & Finance Awards 2019 — Excellence Award for
Commercial Finance Solutions” from Sky Post.

Looking at retail banking, we took advantage of our Fintech initiatives to
upgrade our virtual banking services and realign our branch network to
enhance the customer banking experience. The number of customers
using our digital banking services increased during the year and our
digital banking services were well-received by our customers for
being secure and efficient. We successfully launched an online foreign
exchange platform and an integrated API platform to further enhance
our digital banking experience. Our efforts in providing exceptional
services for our retail customers and promoting green finance also
gained recognition. We received the “Tiptop Service Award — Persistently
Qutstanding Service Company (2018-2019)” from Tiptop Consultants
Ltd., and our award-winning credit card platform, “Travel Companion”,
not only maintained a healthy and stable card portfolio, but again
received the “U Magazine Travel Awards 2019 — The Most Favourite
Travel Credit Card” from U Magazine, affirming our leading position in
the market for “Travel Companion”.

We continued our efforts to enhance the “Fubon Experience” by
upgrading our digital banking through various Fintech initiatives. The
completion of the Core Banking System Replacement Project in 2019
also marked a milestone in our technology development. Through our
physical and virtual platforms, we are committed to improving the quality
of our services to create a seamless customer service environment.

As a socially responsible organization, we emphasize a corporate
culture that includes placing the interests of our customers and staff
as a corporate priority. We encourage corporate and staff behaviours
that contribute towards environmental sustainability. We have been
recognized as a “Hong Kong Green Organisation” by the Environmental
Campaign Committee, and we were given the “Charter on External
Lighting — Platinum Award” by the Environment Bureau of the HKSAR
Government.
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Over the past years, we have unceasingly made substantial efforts to
promote operational efficiency and sustainability. Our paperless plan
is part of this initiative, which coupled with our efforts to streamline
procedures and processes through automation, will see us achieve this
goal. Our deep commitment to empower our staff by providing them
with training, education sponsorship and career development earned
us the recognition of “Manpower Developer” under the Employees
Retraining Board’s “ERB Manpower Developer Award Scheme” in 2019.
Also, we were awarded the “Talent Development Award 2019” from The
Hong Kong Institute of Bankers.

Persistent volatility in the global economy and slower economic growth
in both Mainland China and Hong Kong have made operating conditions
more challenging than ever. Tariff measures introduced by the U.S. and
Chinese governments will continue to depress business sentiment. The
novel coronavirus (COVID-19) pandemic is all but assured that 2020 will
be a difficult year for the global economy. Nevertheless, the Bank will
remain vigilant in its risk management to ensure that a prudent growth
strategy is in place to help us capitalize on new opportunities and
maintain sustainable growth. As always, we will take advantage of the
strengths of our parent company, Fubon Financial Holdings, to reinforce
our business in the Greater China Region.

Last but not least, | would like to express my sincere gratitude to
our Board, management and all staff members for demonstrating
professionalism and perseverance in such a difficult operating
environment. Going forward, we will continue to provide high-quality
services so that we can become the preferred banking partner of our
valued customers and deliver the unique “Fubon Experience”.

Daniel M. Tsai
Chairman
April 2020
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