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In 2017, the global economic growth picked up remarkably and
the economic growth rate of all countries ended up continuous
declination. Despite the recovery of growth, the turbulent
geopolitical situation, the simmering trade war between the
Mainland and the United States and the interest rate hike by the
Federal Reserve generated a complicated and changeable financial
environment. In the banking industry, efforts were made to prevent
various “black swan” events with attention paid to the risks with
macro strategy arising from “grey rhino”, resulting in further
aggravation of market competition. The Chinese economy evolved
into a high quality development stage and maintained high speed
growth with continuous release of potential power. Benefited from
the stronger economic demand both at home and abroad, the Hong
Kong economy was in an upward trend. The exuberant growth of
foreign trade and cross border financial activities, together with the
positive effects posed by the stable labour market and the increase
in wealth, contributed to the considerable growth of Gross Domestic
Product.
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In the year 2017 which represented the first full fiscal year since the
Group joined China Cinda, we launched an unprecedentedly new
development process. In the year, we implemented the outline of
the “second five-year” strategic plan of China Cinda. Leveraging
the platform of Cinda, we fortified the development of traditional
banking business with a focus on clients and established a distinctive
brand for cross-border financial business and big asset management
business; furthermore, we achieved many significant breakthroughs
and progresses through highly efficient collaboration with China
Cinda:

. As at the end of December 2017, the Group saw its total
assets rise by 24.68%, total deposits up by 26.36% and total
loans up by 25.26%. The overall assets size kept healthy
growth. Meanwhile, the Group's profit after tax rose by
18.52% to HK$3,256 million;

o Synergy effects further revealed. In 2017, the Group’s
collaborative deposits reached HK$76,096 million,
representing 23.38% of total deposits, and collaborative
loans amounted to HK$28,534 million, representing 12.13%
of total loans, which provided powerful support for the
growth of results throughout the year. At the same time, in
virtue of the premium client resources of Cinda, in particular
large and medium sized state-owned enterprise resources
and leading private enterprise resources, the Group's
customer structure was further improved with a notable
increase in the proportion of large enterprise customers
and the overall strength of top ten customer was further
enhanced;

o In June 2017, the Group issued its inaugural tier 1 capital
instruments in Hong Kong and raised US$1.2 billion at the
cost of 5%. The issuance of capital instruments attracted
international and domestic high quality investors and also
had the same issuance rating with the Big Four state-
owned banks; in addition, the Group issued its first 5-year
financial bonds of RMB3 billion at the average interest rate of
approximately 5% in the Mainland, offering stable funds for
the business development of NCB (China) in the medium and
long run;

o Dramatic breakthroughs were achieved in respect of the
Group's syndicate loan business. The Group presided over or
participated in several syndicate loan projects with significant
influence in Hong Kong and mainland markets, which further
elevated the reputation of NCB in the syndicate loan market.
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The Group proactively participates in the “Belt and Road”.
As a local bank rooted in Hong Kong, the Group has always
served Chinese and overseas Chinese all over the world
for 69 years. Riding on the full-license platform of China
Cinda, the Group provided a basket of comprehensive
and customized financial service solutions for corporate
customers through financing to boost the “Belt and Road”.
By means of linking the onshore and off-share markets
through the developed financial market in Hong Kong, the
Group offered personalized and characteristic integrated
financial service solutions for international cooperation
on production capacity and infrastructure construction in
countries along the “Belt and Road”;

With the rapid business growth, we have always highly
valued the overall good assets quality. As at the end of
December 2017, the Group's classified or impaired loan ratio
stood at 0.48%. The Group effectively maintained the overall

robust quality of assets.
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While pursuing business development, we have also discharged our
corporate social responsibility energetically. Kwai Shing Branch, the
43rd branch of NCB, was officially opened on 3 November 2017 as
a response to the “financial inclusion” as advocated by Hong Kong
Monetary Authority and also for adhering to the spirit of serving
Hong Kong residents and proactive fulfillment of corporate social
responsibility. Barrier-free measures were adopted for the branch,
including lobby without door thresholds or steps, setting up lower
counters and installation of call bells, to echo the needs of social
welfare institutions on barrier-free facilities in banks. The branch
was well received by the residents in Kwai Shing community and
also highly praised by Hong Kong Monetary Authority. In the year,
Cinda (HK) and we co-sponsored the “UNICEF Charity Run 2017"
in which we dispatched our respective staff to participate in the
Half Marathon Corporate Relay as a contribution to charity and to
promote interaction among the members of China Cinda Group.

Looking ahead into 2018, there will still be operation pressure
over the banking industry. Firstly, the prospects of global economy
will still be subject to uncertainties: I. If the Quantitative Easing
Monetary Policy tightened by the Federal Reserve since the global
financial crisis fails to perform as expected, the financial market will
certainly be affected; Il. The tax reform in the United States may
drive up the local economy in the short term, and may also cause
reverse of international capital flow and force the Federal Reserve to
expedite its pace to tighten monetary policy. Moreover, the unstable
geopolitical situation will compel us to prepare ourselves for the
risks of trade war between the Mainland and the United States,
nuclear issue of the North Korea, etc. Secondly, domestic economy
and financial environment are undergoing a profound reform: I. A
series of policies as determined at the Central Financial Working
Conference and the Central Economic Working Conference will
be continuously implemented in 2018. The main trend of financial
industry to shift the focus back to serving the real economy will

be more explicit; Il. The further execution of strict regulation
and integration of financial regulators will bring about profound
influence on the industry; Ill. The impact of online finance and

financial technology against traditional financial thinking and model
will further appear and the profit model of banking industry will
thus certainly see a significant change. Considering the situation, the
Group will capitalize on the rich customer resources and diversified
platform of China Cinda Group to fully exert the advantages in
respect of operation license for provision of diversified integrated
financial services in Hong Kong and the Mainland and give an
active response to and assist the implementation of national policies
including “Belt and Road” to create good results together with our
customers.




