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In 2014, on the back of a continuously complex and
challenging operating environment as well as more
stringent financial regulation, earnings growth pressure on
the banking sector increased. However, as the process of
Renminbi internationalisation quickened, the opening of the
Shanghai-Hong Kong Stock Connect as well as internet and
other IT changes also held in store new financial needs and
opportunities. Keeping abreast with the market, we took
into account the fact in our development while integrating
featured operating elements, constantly developing new
profit growth points to maintain a steady yet progressive
business and achieve a continuous growth in performance.

FINANCIAL HIGHLIGHTS

As at the end of December 2014, the Group’s net operating
income before impairment allowances was HKD6,639 million,
representing a growth of 12.36% when compared with the
previous year. Net interest income increased by 10.63% to
HKDS5,190 million, while our non-interest income increased
by 19.00% to HKD1,449 million, of which net fee and
commission income was up by 24.40%. The Group's profit
after tax was HKD2,751 million, representing a decrease of
2.73% compared with the previous year. Net interest margin
was 1.83%, same as last year.
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FINANCIAL HIGHLIGHTS (Cont'd)

As at the end of December 2014, the Group adopted
active and flexible deposit strategy to support its business
development and exercised cost control over funds according
to market changes. Customer deposits rose by 5.79%
to HKD209,634 million year-on-year and total loans and
advances grew by 4.15% to HKD149,502 million year-on-
year due to continuous expansion of customer base. While
pushing ahead its business development, the Group attached
great importance to comprehensive risk management. Overall
asset quality remained sound with classified or impaired loan
ratio standing at 0.84%.

REVIEW ON CORE BUSINESS

In 2014, while consolidating and expanding our customer
base, we focused on restructuring, actively explored new
business growth points and strengthened risk prevention,
hence achieving a steady and healthy growth in all
businesses. In the core areas such as cross-border business,
NCB Wealth Management and SME business, we paid
more attention to quality service and products for stronger
customer loyalty.

Personal Banking

As at the end of December 2014, net operating income
before impairment allowances of personal banking rose by
14.19% to HKD1,478 million. To ensure steady growth of
deposits, the Group has introduced multi-currency promotion
packages and referral programmes at different interest
rates and deposit terms according to the needs of three
customer groups, namely i-Free Banking, Enrich Banking
and NCB Wealth Management with a view to expanding
its core deposits. In celebration of its 65th anniversary, we
have taken diversified marketing solutions and stepped up
advertising such as media and transportation advertising
to further enhance its brand recognition, explore new
customers and retain existing customers. These solutions
have proved to be promising.
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REVIEW ON CORE BUSINESS (cont'd)
Personal Banking (Cont'd)

With respect to property mortgage business, we adopt
flexible pricing strategies in 2014. Coupled with our cross-
selling efforts, we have expanded and consolidated our
primary customer base. We have also kicked off our private
loan business within controllable risks. We have established
express approval centres in our seven local branches where
experienced salespersons are placed there by BOC Credit
Card (International) Limited to facilitate the application
procedures and speed up the personal loan approval. At the
same time, we actively launched innovative products and
promoted the credit solution to some wealth management
customers where Hong Kong residents may extend credit
using their mainland properties as collateral, which drove
the growth of our overall personal loan business.

We have accelerated the transitional development with
focus on “capital light” business in an effort to increase
the proportion of non-interest income. As at the end of
December 2014, net fee income from stocks, funds and
insurance business grew by 17.65% year-on-year.

Corporate Banking

Corporate banking continued its growth momentum with
improved loan structure. As at the end of December 2014,
corporate loans and advances recorded an increase of 1.05%
to HKD118,046 million. Net interest income of corporate
banking amounted to HKD2,636 million which drove a
growth of 3.67% to HKD3,393 million in net operating
income before impairment allowances.

In addition, due to slowing economic growth in China
and increasing credit risks, the Group monitored the
corporate credit lines more frequently during the year
as appropriate to control the quality of credit assets. To
cope with sustained low interest and stagnant market
environment and increase consolidated income, we actively
secured settlement business from corporate customers
during the year, which facilitated the growth of interest free
or low interest deposits. Meanwhile, given the acceleration
of RMB internationalisation and increasing demand for
RMB business, we stepped up its cooperation between
Bank of China and NCB (China) during the year to increase
its participation in RMB business.

www.ncb.com.hk
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REVIEW ON CORE BUSINESS (Cont'd)
Treasury

As at the end of December 2014, net operating income
before impairment allowances of our treasury business
amounted to HKD1,720 million, indicating a decent
performance. Of which, net interest income rose by 29.71%
as compared with the previous year.

In 2014, our investment strategies were focused on
RMB business. We have expanded our RMB deposit with
banks business, actively increased onshore RMB bonds
and decreased non-RMB bonds or shortened the duration
of investment. In addition, we also introduced foreign
currencies deposit plans at privilege exchange rates, which
stabilised our total exchange gain.

Mainland

Amid challenging operating environment in the Mainland,
NCB (China) has changed its growth direction to quality
and efficiency and focused on low risk assets. Adhering to
the growth strategy of “professionalism, differentiation,
diversification and intelligence”, NCB (China) attached great
importance to professional development, differentiated
operation and diversified products and services. The key
point of its personal banking business is to accelerate the
development of innovative products and services model,
step up product sales and enhance customers’ experience;
whereas its corporate banking business features four
areas, namely trade finance, offshore finance, financial
institutions and treasury business, where it actively improves
its marketing model to deliver innovative product mix and
financial services for “go global” enterprises in the Mainland
so as to generate good returns.
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REVIEW ON CORE BUSINESS (cont'd)
Risk Management

During 2014, the unstable global operating environment
and increasingly 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 carried out a series of risk inspection according to
the changes in different risks factors and strengthened the
control mechanism over asset quality. Through optimising our
system, enhancing risk management techniques, optimising
stress test methodology and strengthening credit risk
management measures, we effectively safeguarded the asset
quality of the Bank.

PROSPECTS AND OUTLOOK

Looking forward, in 2015, the global economy is expected to
maintain moderate growth, although at a slower pace. Hong
Kong, as an open economy, will be relatively sensitive to the
external environment and subject to considerable pressure
in terms of economic growth. However, there should also
be acceleration of RMB internationalisation, rapid growth
in internet economy and innovative mobile finance business.
All these continue to be new drives of profit growth for
banking business. Through reasonable and effective resource
allocation, the Group will continue to maintain its market
competitiveness and sustainability.
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