#1175 A% 441  NANYANG COMMERCIAL BANK 2013 ANNUAL REPORT &

THBFERE

Chief Executive’s
Report

EE2013FRAEHBRIL VLR - AREREZRFRZD
K FEEROKERE - ERBHEY RAER - /0
PARBREBRBRAREEETTE - THRRTOFEIE
B - 2FRBEEMHEBERRY - BEEERTER -

MBRE

HE203FN2AK - AEBRERBRBABEEFEN 2 FEER
A59.09BE T MEFIK EF19.83% - HIRFF EUWA
46 9VEE L L EFEEK19.28% ; EFEIRA12.188
I HEEFIE FFH22.00% 0 HPEREE KBS KA
F433.56% o REBIBEAFI2829EB B L REAFEEE
20.88% ° BF| BT A1.83% » BEFEIEMNO2EE D
2 FEREAGEBARBEIRKRY -

B E2013F12AK - T3 EXR D B1EF 1% £6.81%H
945% ' EPEMBHER  AEETHEXBZEENRE
B e EERER  BREEFEERM  BESEION
EEHRLE0.34% °

FERBEE

2013¢ CARTHEEBRANBAEPEARNRE - IEHEEH
BB HRINEBIERE - X RERE - SEER

J?#ETLLUE EBERER  mEERARPNEERSE

BhAE BIDIENRFHORBMER EREFTHE

www.ncb.com.hk

During 2013, amidst such a complex and rigorous operating
environment, the Group continued its strategy of solid progress
and sustainable growth by integrating distinct features in
“NCB Wealth Management”, personal loans, SME business,
and cross-border business, and constantly seizing more
opportunities for profiting constantly. All our core businesses
underwent sound growth with improved operating results in
2013.

FINANCIAL HIGHLIGHTS

As at the end of December 2013, the Group’s net operating income
before impairment allowances was HKD5,909 million, representing
a growth of 19.83% compared with the previous year. Net interest
income increased by 19.28% to HKD4,691 million, while our non-
interest income increased by 22.00% to HKD1,218 million, of which
net fee and commission income was up by 33.56%. The Group's
profit after tax was HKD2,829 million, representing a growth of
20.88% compared with the previous year. Net interest margin was
1.83%, an increase of 0.2 percentage point compared with the
previous year, primarily due to our effective structural adjustment.

As at the end of December 2013, deposits and loans increased
by 6.81% and 9.45% from the previous year respectively,
primarily due to continuous expansion in customer base. The
Group continued to exercise stringent risk management while
growing our business, resulted in sound loan quality, with
classified or impaired loan ratio of 0.34%.

REVIEW ON CORE BUSINESS

During 2013, on the basis of consolidating and expanding our
customer base, the Group centered on structural adjustment,
captured opportunities in developing new business, and
strengthened risk management, which resulted in sound
business growth. The Group also placed emphasis on services
and products in core areas like personal loans, cross-border
business, “NCB Wealth Management”, and SME business to
enhance customer loyalty.
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REVIEW ON CORE BUSINESS (Cont'd)
Personal Banking

As at the end of December 2013, net operating income before
impairment allowances of personal banking amounted to
HKD1,295 million. Deposits and loans both demonstrated a
steady growth from the end of the previous year. During the
year, the Group launched products of different currencies,
interest rates and deposit terms. With our diversified marketing
and promotion incentives, the products were well received by
the market, which ensured the Group a steady and growing
source of income.

The marketing of “NCB Wealth Management” also comprised
of diversified activities. During the year, the activities included
new account rewards, incentive plans, and customer referrals,
further broadened customer base of wealth management. Our
wealth management business attained sound performance,
with an increase by about 33% in net fee income compared
with the previous year.

To confront the decline in demand for property loans, we
emphasised on developing a diversified personal loans and
advances business and further optimised the personal loan
structure by offering a wide range of asset financing schemes.
As at the end of December 2013, the balance of personal loans
and advances increased by 21.48%.

By entering into a nation-wide memorandum of cooperation
framework, the Group established all-round cooperation with
Bank of China, and particularly strengthened the partnership
in customer services through the implementation of a new
cooperation mechanism. Our customers in the Mainland enjoy
timely and convenient services of acquiring our information
and supports through local branches of Bank of China. Our
wealth management officers and customer service officers
in Hong Kong could provide tailor-made solutions, based on
information and requirements of the customers collected by
customer managers in the Mainland. The Group endeavoured
to offer its customers with outstanding cross-border financial
services.
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REVIEW ON CORE BUSINESS (cont'd)
Personal Banking (Cont'd)

With the rising popularity of smartphones, the Group
strengthened the development and application of mobile
banking platform. Our latest promotions and information
about securities, deposits and wealth management will be
timely updated in our mobile platform, enabling our customers
to have our latest information at their fingertips.

Corporate Banking

Corporate banking continued its growth momentum with
improved loan structure. As at the end of December 2013,
corporate loans and advances recorded an increase of
7.02%. Net interest income of corporate banking amounted
to HKD2,570 million which drove a growth of 28.75% to
HKD3,273 million in net operating income before impairment
allowances.

In order to increase our total income amid prolonged low
interest rate and weak environment, the Group, on one
hand, adjusted its business structure by shifting its focus to
SME to gradually increase the weight of income from SME
business. On the other hand, the Group improved its ability to
balance risk and income to maximise income with reasonable
interest spreads. In the meantime, we also strengthened cross-
selling to drive up income from other businesses like wealth
management.

Treasury

As at the end of December 2013 net operating income before
impairment allowances of our treasury activities amounted
to HKD1,419 million.Net interest income rose by 15.58%
as compared with the previous year, which perfectly met
performance target.

During the period, in view of the complex market
circumstances, the Group adopted a series of measures to
optimise our investment portfolio, primarily by enlarging our
bonds investment. In order to improve exchange gain which
was part of net income from trading and securities investment,
the Group strived to engage in direct foreign exchange
transactions and promoted foreign currencies deposits by
privilege exchange rates, which led to an upturn in total
exchange gain.
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RISK MANAGEMENT

During 2013, the unstable operating environment and more
stringent regulatory requirement in the banking sector made
our risk management more difficult than before. The Group
strictly complied with all risk management requirements set
by regulatory authorities, and closely monitored changes in
economic conditions. We also oversaw operations of our
major businesses in a more prospective way, and carried out
comprehensive assessment on key exposures of the Bank,
so as to ensure that all our daily procedures are in line with
regulatory requirements and implemented completely.

CORPORATE SOCIAL RESPONSIBILITY

In addition to promoting business growth, the Group
constantly undertakes its corporate social responsibility through
making charitable donations and organising volunteers to
participate in charitable and community welfare activities.
The Group continued to sponsor the Yangping School, give
our support and care to the children living in remote area of
Mainland China, and make donation to the charities, such
as the Hong Kong Joint Council of Parents of the Mentally
Handicapped and the Community Chest. The Group also
actively participated in all kinds of volunteer activities, making
our greatest contributions to the society.

PROSPECTS AND OUTLOOK

Looking forward, in 2014, the revitalisation of global economy
is obscured by a number of uncertainties. The environment
we are facing is still rather challenging. Traditional business
model of the banking sector will not witness much growth
potential, coming along with greater pressure for business
transformation and innovation. However, with the rapid
growth of internet, we see favourable opportunities for
developing on-line financial innovation and combination. In
this regard, on the basis of consolidating our key businesses,
we will devote more efforts in rolling out capital-lite businesses
with high return and low capital charge, so as to achieve a
rapid and sound growth.

FALK
FANG Hongguang
BIEFERFTHARH

Vice Chairman & Chief Executive



