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In 2020, the global economy was hit by the COVID-19 pandemic
and has plunged into a deep recession. The sudden outbreak of
COVID-19 pandemic has severely affected the world economy, bringing
unprecedented operational difficulties and challenges for the banking
industry, and the Hong Kong economy has also recorded a negative
annual growth. During the year, by following the unified deployment
from China Cinda and the Board of NCB, we prioritized in carrying
out pandemic prevention and control measures and protecting the
health of our customers and staff, based on which we were able to
overcome various difficulties. Moreover, we actively sought opportunities
for development, and steadily pushed forward various operations and
management tasks, thereby not only safeguarded the safety and stability
of our operations, but also maintained the overall healthy condition of
our core businesses. Attributing to the above efforts, we were able to
continue our operations while carrying out pandemic prevention.
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As of the end of December 2020, the Group recorded operating profit
of HK$4,229 million. Net interest income and non-interest income
amounted to HK$6,368 million and HK$2,405 million respectively.
Profit after tax was HK$3,815 million. Average return on capital and
average return on assets stood at 6.49% and 0.77% respectively. Under
the rapid changes in the business environment, we are anchored on
innovation with focus on resources to improve development quality
and operating efficiency. As of the end of December 2020, the Group’s
total assets increased by 3.29% year on year to HK$505,698 million,
deposits increased by 1.66% year on year to HK$351,630 million, and
loans rose by 6.32% year on year to HK$279,723 million. As of the
end of December 2020, the Group’s classified or impaired loan ratio
remained sound at 0.86%.

During the year, we strived to strengthen customer relationships,
and actively expanded our customer bases in both the mainland and
Hong Kong. By strengthening our specialized operation in cross-
border connection, adopting the strategy of “structural adjustment
and efficiency enhancement”, as well as implementing refined
management, we continued to improve the bank supporting products
and services which boosted our non-interest income and its proportion
and enhanced the overall portfolio income. As a sole lead bank and
bookrunner, we have successfully raised a large-scale syndicated loan
for our core customer. Since the Group took the initiative to participate
in the leading, organization and distribution work in the syndicated
loan market, the market share and ranking of NCB in terms of being
engaged as a lead arranger in Hong Kong and Macau in 2020 both
improved as compared with the same period in 2019. In addition, we
conducted assessment on the business environment and timely adjusted
our investment strategy. We improved our overall loan portfolio income
by optimizing the loan portfolio, and we also reduced interest expenses
by shortening the deposit period. As the Group actively conducted bond
replacement, the overall bond spreads increased year on year, reducing
the decline in net interest income.
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During the year, leveraging on the advantages brought by “Domestic
+ Overseas” integration, we steadily promoted the development of
all our businesses. With the efficient synergy created by incorporating
the businesses of the parent bank and subsidiary banks in the Greater
Bay Area, the Group has established a competitive edge in the region
and has sought development in steady progress. In response to the
development of the Greater Bay Area, the Group introduced the “NCB
Home Ownership Plan in the Greater Bay Area (B3 7A@ B 2 7 52)"
to promote collaborative customer marketing in the region, implement
integrated operations in the Greater Bay Area and tap cross-border
business needs of potential customers, aiming to establish our profile as
a professional bank in the Greater Bay Area. As for our business in the
mainland, NCB (China) fully supported the prevention and control of
pandemic and the resumption of operation and production. The quality
and efficiency of our financial services were upgraded by our continuous
effort in deepening reform and innovation. In order to improve the
competitiveness and brand awareness of the Group in the Yangtze
River Delta region, we placed great emphasis on the development of
institutions in the Yangtze River Delta region. In addition, the Group
participated in the 3rd Import Expo and has signed strategic cooperation
agreements with various high-quality customers on-site, which lays the
foundation for subsequent business development.

With the pandemic continues and the tension between China and the
US persist, it is of utmost importance for the Group to strengthen risk
control and formulate effective risk management measures. Facing
the severe social environment, the Group has made plans to tackle
internal and external risks by holding regular group meetings regarding
pandemic prevention to continuously review our pandemic prevention
and control measures as the safety and health of our customers and
staffs are our top priority. The Group has also been keeping abreast
of the latest developments of the pandemic and have implemented
measures including separate office, home office, and staggered shift in
place, therefore our services were able to maintain normal operation
to meet customer needs while ensuring the safety of our staffs and
the protection of the security of our customers’ information. During
the year, the Group has enhanced our overall post-loan withdrawal
monitoring and management processes, implemented integrated risk
strategies and standards, identified the latest credit risk condition and
took corresponding risk mitigation measures in time. In response to the
complicated market environment and changes in industry operating
conditions, we have conducted multiple industry analysis and business
product introductions for marketing executives while taking advantage
of the synergy to maintain close communication and kept abreast of
market information.
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In 2020, we actively fulfilled our corporate social responsibilities. In
response to various anti-epidemic measures of the HKSAR government,
we implemented more than 10 pandemic prevention and control
measures during the year. Among which, we simplified and prioritized
the application processes for key enterprises for pandemic prevention
and control, enhanced our service efficiency and convenience, eased
cash flows of qualified enterprises, and introduced programs such as
personal loans and principal payment holidays targeting on customers
who temporarily lost their income source due to the pandemic, as well
as actively participated in various SME loan schemes launched by the
government, with an aim to provide services to fully support the real
economy. Moreover, we also launched several charitable projects — “The
70th Anniversary of NCB: Care for the Elderly Charity Plan (F5 7 70 %
ZEESTE])", where we visited the community service center for the
elderly and distributed “anti-pandemic gift packs”, showing care to the
elderly at both spiritual and physical levels; as well as key donations to
projects such as “School in Ledu County in Haidong District of Qinghai
Province (5/84 /G RELEEZRL)” and “NCB Yangpeng School Aid
Project (FIEFIFEREBNIER)".

Looking forward to 2021, under the influence of the global “quantitative
easing monetary policy”, traditional credit spreads have narrowed
which limited the asset scale growth rate of the banking industry and
intensified competition. The Group will focus on available resources
by employing differentiated, regional and digital business strategies,
in which we can effectively leverage on the synergy to strengthen our
profile as a brand of cross-border banks as well as achieve the goals
of being a professional bank which is customer-oriented, financial
technology-oriented and combined with cross-border and investment
and commercial banks.
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