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In 2016, we completed share transfer and realized material
transformation against ups and downs in global economy and
uncertainties hanging over the banking sector. In the course
of transformation, we rode on the prime opportunity of being
acquired by China Cinda Group (“Cinda Group”) and proactively
sought progress and innovation, promoting new product launch
and business alignment, enhancing risk control and improving
integrated financial services. We fulfilled the closing of share
transfer successfully, which ensured a sound transition and rapid
development, thus maintaining stable performance as expected.
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As at the end of December 2016, the Group recorded HK$3,311
million of operating profit, up by 2.25% year on year. Net interest
income decreased 3.93% from prior year to HK$4,535 million, but
non-interest income saw positive growth to HK$1,919 million, up by
7.59% over prior year, with net fee income climbing 15.85%. Profit
after tax declined 5.16% year on year from the level as at the end
of prior year, reaching HK$2,747 million. Return of equity and return
on asset stood at 7.25% and 0.84%, decreasing by 0.80 percentage
points and 0.11 percentage points respectively. Net interest margin
(NIM) descended by 0.13 percentage points from the level as at the
end of prior year to 1.52%.

With adoption of productive and effective measures, we managed
to expand business scale and client base. As at the end of December
2016, the Group saw its total assets rise 14.33% year on year to
reach HK$348.93 billion, deposits up by 17.99% to HK$257.53
billion and loans up by 20.19% to HK$187.78 billion as compared
with the levels as at the end of prior year. Focusing on business
development, we were extremely prudential to risk control at the
same time. Such prudence offered guarantee to loan quality and
classified or impaired loan ratio stood at 0.39%, down by 0.05
percentage points year on year.

During the year, we completed share transfer and realized material
transformation. To minimize impact brought by the share transfer,
we paid visits to clients, introducing them about the strength of
new shareholder to relieve them from doubt in this regard, whereby
clients shored up their confidence. Upon the completion of share
transfer, we assumed the role as the core of financial service
segment for Cinda Group. While promoting the development of core
business, we also harvested fruitful collaborations, which provided
strong support to overall business development.
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Upholding the client oriented philosophy, we launched customized
products, promotion and services, aiming to solicit more mid- and
high-end clients and to expand wealth management services for
more contribution to total revenue. One of our initiatives was to
refine client segments and to design multiple-tier product portfolios
and premium products tailored for diverse demands. During the
year, schemes, ranging from New Packaged Account Rewards,
campus wealth management promotion, to promotion on Happy
Kids, were all aimed to expand client base, retaining existing clients
and attracting potential clients. These efforts turned out to be
productive, boosting personal client base to expand 17%. A second
move was to solicit clients through diversified marketing channels.
Apart from traditional channels such as media advertising, leaflets,
direct sales via phone call and email, we initiated more promotions
on digital platforms including WeChat, mobile banking and
Internet banking. Hence, we built a spatial marketing framework
incorporating both online and offline channels. A third one was to
introduce new business to develop new clients and to nurture new
growth engine for wealth management business, which was based
on Cinda Group members’ professionals and advantages in relation
to stocks, insurance and funds. To be specific, such move included
introducing Cinda International as securities broker and inviting
researchers to deliver investment seminars for clients. During the
period, both loans with insurance policy as collateral and insurance
premium financing performed noticeably well against stock market
volatility and declined stock brokerage income, making greatest
contribution to doubled life insurance business income. In the
meantime, we provided clients with diverse and competitive service
terms, including market-based prices, consolidated relationship
with property agents, mortgages to newly developed buildings
and additional partner in mortgage insurance schemes. Therefore,
we expanded our landscape in the mortgage market despite cut-
throat competition. Last but not least, we launched more innovative
products and managed to maintain cross-border business in leading
position. From 2014 to 2016, we were honored with “Excellent
Brand of Cross Border Banking Services” Award by Metro Finance
on the gala for “Hong Kong Leaders’ Choice” for three years in a
row. During the year, we were awarded “My Favorite Cross-border
Financial Service” by Sky Post for the first time.
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In 2016, we exerted unremitted efforts to establishing well-
constructed risk management policy and mechanism, improving risk
management techniques, reinforcing risk control and implementing
regulatory requirements. In light of function changes upon closing
of share transfer, we intensified our efforts in risk management
regarding NCB (China) and monitored execution of risk indicators
by NCB (China) on regular basis. Throughout the year, each quality
asset indicators stayed within a controlled budget and asset quality
maintained sound and stable.

To fortify anti-money laundering mechanism, we established
Financial Crime Compliance Division dedicated to controlling
financial crime risk. For the purpose of meeting regulatory
requirements and ensuring operation compliance, we launched
on-going checks on operational risk and compliant conducts. On
the other hand, we improved technology risk system from the
perspective of corporate governance, enhancing awareness of
technology risk and consolidating know-how in technology control.

While global economy is expected to slightly improve in 2017, the
overall environment both at home and abroad will face with more
changes and uncertainties. Led by Cinda Group and guided by the
“second five-year” development blueprint, we will endeavor to
construct an operation framework featuring “integrated finance,
cross-border services and wealth management”, and will work in
tandem with other group members for more synergic collaboration,
thus realizing steady and sound development.
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