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It is my pleasure to report that with the gradual recovery
of Hong Kong’s economy in 2000, the Bank was able
to achieve improved results.

Business Results

The consolidated net profit for the year ended 31
December 2000, after making provision for taxation,
amounted to HK$1,010,656,000, representing an
18.2% increase from 1999. If the exceptional gain of
about HK$82,000,000 generated from the disposal of
a part of the Bank’s shareholding in CEF Insurance
Holdings (Bermuda) Ltd in 1999 is excluded, the actual
increment was 30.7%. Net interest income grew 3.7%,
and non-interest income increased 3%. Operating
expenses went up mildly by 1.8%. Consolidated total
assets amounted to HK$65,481,883,000, a 9.6%
increase from 1999. Total deposits grew 9.3% to
HK$49,718,027,000, while advances recorded a mild
increase of 3.2% to HK$28,245,592,000.

Although interest rate spreads further narrowed as a
result of severe competition for residential mortgages,
the Bank was able to sustain profit growth, benefiting
from more effective control of funding costs and the
increase in non-interest income.  A substantial reduction
in the charge for bad and doubtful debts also contributed
to the Bank’s profit growth.

Your directors propose that a final dividend of
HK$1.15 be paid on each share. This, together with the
interim dividend of HK$0.42 per share already paid in
September 2000, will amount to a total dividend of
HK$1.57 per share for the year 2000.

Business Operations

In 2000, total deposits of the Bank registered an increase
of 9.3%.  The removal of the interest rate cap on time
deposits with a maturity of less than seven days in July
2000 had a minimal impact on the Bank, as this type of
deposit constitutes only a small fraction of our deposit
structure.  However, when interest rates on savings and
current account deposits are fully deregulated in mid-
2001, greater competition on the funding side is expected.

As weak loan demand and keen pricing competition
forced the mortgage interest rate to fall well below
prime, the Bank’s lending business recorded a mild
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increase of 3.2%, mainly attributable to the growth in
syndicated loan financing activities in an improving
economy. The Bank actively participated in syndicated
loan financing activities in 2000, and joined hands with
the other members of the Bank Consortium Trust to
arrange a number of syndicated loans, including two in
which the Bank acted as arranger and lead manager.
During the year, our corporate lending operation also
progressed steadily, whereas residential property lending
business contracted. To reduce our reliance on residential
property lending, a variety of consumer loan products
such as tax loans and personal overdraft facilities were
offered to selected customer groups. The mortgage
price war is expected to extend into 2001 with narrower
interest rate spreads exerting tremendous pressure on
the profitability of banks.  While actively expanding
the existing loan business, the Bank will continue to
develop new sources of income and to widen the loan
product range so as to meet different customers’ needs.

The Bank provides hire-purchase and leasing services
through its wholly-owned subsidiary, Wing Lung
Finance Ltd. The operation achieved remarkable results.
Due to keen competition, the company has, in addition
to taxis, minibuses and other automobile financing,
expanded the scope of business to machinery, barges
and fishing vessel financing. We anticipate that this
line of business will be increasingly more significant
within our group.

To stay in the forefront of internet banking services,
new value-added services have been rolled out in
phases since the debut of Wing Lung NET Banking at
the end of 1998 to satisfy the needs of both individuals
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Wing Lung Bank, as an arranger and lead manager, joined hands
with other members of the Bank Consortium Trust in providing
syndicated loans to the Henderson Group and the Miramar Group.

�� !"#$%&'()*!+
Wing Lung Finance provides automobile financing service.
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and corporate customers. The instant on-line banking
service application function was launched in March
2000.  A wide range of convenient services, including
fund transfers, handling of fixed deposit transactions,
bill payments, stop payment of cheques, account balance
enquiries, securities trading, foreign currency trading,
remittances, portfolio management, trade finance
account enquiries, insurance applications, credit card
applications, mortgage loan applications, hire-purchase
and leasing applications, IPO subscriptions, etc are
now available through our website.  As competition
among banks in the provision of e-banking services
continues to intensify, the Bank will continue with its
development of internet banking and other electronic
service delivery channels to enable our customers to do
their banking anytime and anywhere.

In 2000, the Bank issued floating rate certificates of
deposit totalling HK$550 million, representing a
decrease of 74.2% from that of 1999.

As investor sentiment was clouded by concerns over
the declining Euro and the economic setback of Japan,
profits generated from foreign exchange operations
remained at the 1999 level.  Although the tourist industry
has started to revive, the money exchange business was
hit by the increasing widespread use of credit cards by
tourists, driving money exchange profits down by
2.3%.  The Bank has geared up its efforts to expand its
treasury operation and to increase its participation in
the capital markets.  To step up its wealth management
capabilities, the Bank will set up a specialized department
customizing a wide range of investment products to
cater for the needs of particular customer groups.

Following the introduction of the USD Clearing System
in mid-August 2000, FX spot transactions on HKD and
USD can now be settled through this clearing system as
of September 2000. This arrangement facilitates the
settlement of USD cheques locally, and the Bank started
to provide USD current accounts in December 2000.

On the back of China’s remarkable performance in
external trade, Hong Kong’s export and entrepôt trading
activities recorded good growth.  Bills business turnover
recorded a 10% increase, and bills income also grew
slightly by 2.9% over the previous year.  The increasing
use of open account and other electronic channels to
conduct transactions among trading partners have
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Wing Lung NET Banking phase III launching. From the left:
Dr Philip Po-him WU, JP, Executive Director, Dr Patrick Po-kong
WU, JP, Vice-Chairman, Dr Michael Po-ko WU, Chairman,
Mr Che-shum CHUNG, Executive Director and General Manager.
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reduced their reliance on commercial letters of credit.
Despite a higher bills turnover, bills income did not
grow commensurately reflecting a decline in trade
financing needs.  To compensate for the decline in
import L/C business, the Bank has introduced invoice
financing services to selected customers. The Bank has
joined forces with the Hong Kong Export Credit
Insurance Corporation to launch the “ECIC Supported
Export Finance for SMEs”, a one-stop service package
incorporating trade financing and credit insurance to
small and medium-sized enterprises.  We are pleased
with the positive response that the service has generated
thus far.

The progress of our credit card business has been
satisfactory. The card centre continues to experience
good growth in cardholder base, card receivables and
merchant acquisition business. The default
rate for credit card receivables has
slightly improved compared with
that at the end of 1999.  There is
still room for credit card
business expansion, yet
competition remains keen.
The Bank will package its
credit  card promotion
programs  wi th  o the r
banking products  for
synergy and overall service
improvement. To speed up
business expansion and to
increase our market share, more
resources will be deployed in
our credit card operation in the
current year.

The Mandatory Provident Fund Scheme came into
effect on 1 December 2000.  Amid fierce competition
among some 20 service providers, the Bank was
successful in recruiting about 20,000 employees to
sign up for the Bank Consortium Trust MPF plan, and
the majority of them are employees of our existing
customers. MPF operations will offer the Bank cross-
selling opportunities of other banking products to
employers and employees.

Wing Lung Insurance Co Ltd and Wing Lung Agency
Ltd act as principal and agent respectively for a wide
range of insurance services.  Although severe price
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Affinity card program with St. Louis Old Boys’ Association.
Mr Johnny K K LEUNG, President of the Association (left),
Dr Michael Po-ko WU, Chairman of the Bank (right).
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competition resulted in most insurers operating at a
loss, with a strong bank customer base and the expansion
in brokerage and agencies businesses, our insurance
operations maintained steady growth.  Overall, our
insurance operation recorded a sizable increase in gross
premium and some improvements in profit from last
year. The Bank partnered with other banks to set up BC
Reinsurance Ltd and Hong Kong Life Insurance Ltd.
The reinsurance company commenced business in
December 2000, and the life insurance company will
commence operation in March 2001. All the departments
and branch network will provide a strong base to cross-
sell life insurance and general insurance products.

Wing Lung Securities Ltd and Wing Lung Futures Ltd
provide various securities and futures investment
services.  Given the bullish market environment in the
first 8 months of 2000, transaction volume increased
significantly.  Panicked by high oil prices and market
declines across the world, investors went on a selling
spree starting in the 4th quarter of 2000. Commission
income generated from both securities and futures
businesses recorded good growth of 63% and 3.1%
respectively. Evolving with new technology
advancements to deliver securities trading services
through electronic channels, “Wing Lung Automated
Securities Services” and “Wing Lung NET Banking
Services” providing telephone and internet securities
trading services were introduced in June and August
1999 respectively. Wing Lung Securities Ltd was among
the first batch of companies to participate in the
AMS 3-Automatic Order Matching and Execution
System (the third generation), providing straight-through
processing of on-line share transactions, launched by
the Stock Exchange of Hong Kong in December 2000.
The on-line securities trading services, which allow
customers to manage their investments with greater
flexibility and convenience, were well received.  The
number of on-line transactions increased substantially.
Greater emphasis will be placed on securities and futures
business development to expand the source of non-
interest income. Our securities subsidiary is aiming at
upgrading its service quality and efficiency in order to
achieve further growth.

The primary business of Wing Lung Bank (Trustee)
Ltd is to provide property management and agency
services.  Despite the improving economy, the property
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market remained weak.  This, coupled with the lack of
a clear housing policy and poor investor sentiment,
directly affected the profitability of the trustee
operation.  Commission income was down 2%.

Our Los Angeles Branch and Cayman Islands Branch,
both of which complement and enhance our service
capacity, achieved steady growth. The Guangzhou
Representative Office and Shanghai Representative
Office, serving as a foundation for the future expansion
of our business in China, continue to play an active role
in customer liaison.

The Bank has always adhered to its philosophy of
“Progress with prudence; service with sincerity” in
maintaining a prudent credit policy and tight internal
control measures.  As such, the Bank’s loan-to-deposit
ratio was maintained at a comfortable level and the
liquidity position has always remained strong.  At the
end of 2000, the ratio of total loans to deposits was
53.7%, and the average liquidity ratio was 52.7%.  The
capital adequacy ratio was 20.7%, which was
significantly higher than the specified statutory
requirement, a good indication that the Bank has
sufficient resources necessary for future expansion.

Information Technology Development

The new millennium heralds the latest technology race
of the banking industry in Hong Kong. E-banking
provision has become the new competition platform
among banks. The Bank, while speeding up its automated
service delivery channel expansion, continues to
innovate.  Substantial resources have been devoted to
replace the existing teller terminal system. An agreement
was signed with IBM China/Hong Kong Ltd for the
purchase of the most sophisticated teller terminal system
in late January 2001. This state of the art teller terminal
system will not only improve operational efficiency,
but will also facilitate better management of customer
relationships through better identification of customers’
needs and cross-selling opportunities, hence significantly
strengthening our competitive position.

Employees

Much of our success is attributed to the talents and
dedicated efforts of our 1,161 employees. In 2000,
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employee remuneration packages were revised to ensure
our competitiveness, though the labour market conditions
were still sluggish.  Employee benefits, which include
low-interest staff housing loan programs, health care
plans, retirement benefits and subsidized costs for
selected bank products and services, remain unchanged.
However, a performance related compensation
philosophy will be adopted in order to cope with the
ever competitive business environment.

The end of 2000 saw the implementation of the
Mandatory Provident Fund Scheme. The Bank also
obtained exemption from the relevant Authority to retain
the existing retirement benefit scheme, thus allowing
employees more choices to suit their individual needs
and situations.

Employee education is an integral component of our
competitive edge. To this end, the Bank actively sponsors
employees to attend various job-related training
programs and career development workshops, so that
they can acquire the knowledge and skills necessary
to respond to our customers’ needs. Some employees
also participated in seminars organized by local and
overseas correspondents. This has the added benefit of
strengthening our relationships and connections with
those institutions. The Bank also sponsored employees
seeking higher education to participate in various
courses offered by both local and overseas universities
and educational institutions with the vision of upgrading
staff quality in the long-run.

To cope with the new teller platform development,
specially tailored training programs will be put in place
to better equip employees with particular skills and
knowledge, as well as to enhance employees’ readiness
and ability to meet the change.

The Bank is pleased to announce the promotion of
Mr Wai-kwok CHOW and Mr Chung-keung CHEUNG
to Senior Manager in April 2000.

Review of Hong Kong Economic Performance
and Prospects

During 2000, Hong Kong’s economy staged a rebound
led by impressive import, export and entrepôt
performance.  Although the deflationary environment
improved, domestic demand remained lackluster. The
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unemployment situation improved slowly, and some
corporations were still struggling to get out of the
trough. Many sectors have yet to experience the
economic recovery. The residential property market,
which used to be the pillar of strength and the key
driving force of the economy, has lost its vigor and
continued to contract despite the gradual improvement
of the economy. In the banking sector, the mortgage
price war intensified in the face of ample bank liquidity
and slack loan demand, further narrowing the interest
rate spread. Overall, the operating environment was
challenging. As a result, the development of new types
of business and new sources of income to compensate
for the reduction in residential mortgage business
remains one of the key challenges that banks must face.

In the banking sector, the final liberalization of the
savings and current accounts will take place in mid-
2001.  Banks will have to address the impacts of the
deregulation by revising their competitive strategies
and offering more sophisticated products with good
pricing to sustain their market shares. Price competition
is expected to spread from mortgages to deposits.  An
interest-rate bidding war among banks would, in time,
increase funding costs, squeezing net interest margins
further.  At the end of 2000, a consultative paper on
enhancing deposit protection in Hong Kong was released
by the Hong Kong Monetary Authority.  The introduction
of a deposit insurance scheme in Hong Kong will
provide comfort and protection for small depositors.
Wing Lung, as a local bank, supports the proposal as it
would help foster stability of the financial system in
Hong Kong.

The US economy is expected to slow down moderately
in 2001 and the European and Asian economies will
continue to perform relatively well. Mainland China
has entered a new growth era and her impending entry
to the World Trade Organization is likely to have a
significant impact on Hong Kong in the coming years.
Further opening up of the mainland market will attract
inflows of foreign investments, which will bring
enormous opportunities to Hong Kong which is an
important access point for international firms to the
mainland. Hong Kong should strive hard to strengthen
her business infrastructure and tighten her cooperation
with neighboring countries to seize the many
opportunities and to meet the challenges that lie ahead.
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With her numerous professional talents, far-sighted
business vision and good international connections,
Hong Kong is well positioned to benefit from this
development.

Looking ahead, economic recovery will continue.
Local interest rates are expected to come down tracking
the US rates, thus stimulating the stock market. This,
coupled with a more positive outlook for personal
income growth, should help boost consumer spending.
However, the impact on the local property market is
yet to be seen.  Although the internal economic
environment is expected to improve, the slowdown in
the US economy will indirectly affect the local economy,
slowing down export trade momentum in the current
year.  The Bank will strictly adhere to its prudent
operating policy and devote its efforts to innovative
information technology development in order to
increase customer responsiveness, to sharpen its
competitive edge and to fortify its base for future growth.

Congratulations and Appreciation

Your director, Dr Patrick Po-kong WU, was awarded a
Doctor of the University (honoris causa) in October
2000 by Charles Sturt University, Australia, in
recognition of his outstanding achievements in
education, and a Doctor of Social Sciences (honoris
causa) in November by Lingnan University, Hong
Kong, in recognition of his enormous contribution
to society and his strong and lasting affiliation
with the Lingnan organizations. On behalf of the
management and staff, I wish to express my
heartiest congratulations to Dr Patrick Po-kong WU.

On behalf of the Board, I would like to take this
opportunity to express our gratitude to all of our
customers, shareholders, friends and fellow bankers
for their continued support and guidance, to
Dr Yee-sun WU, founder, and Dr Jieh-yee WU, former
Chairman of the Bank, for their wise counsel and to
the management and entire staff for their ongoing
dedicated service.

Michael Po-ko WU
Chairman

21 February 2001
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Dr Patrick Po-kong WU, JP, Vice-Chairman gave a speech at the
Degree Conferring Ceremony after he was awarded a Doctor of
Social Sciences (honoris causa) by Lingnan University, Hong Kong.
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Dr Patrick Po-kong WU, JP, Vice-Chairman was awarded
a Doctor of the University (honoris causa) by Charles Sturt
University, Australia. The Honorable Ian Macdonald, BA, MLC,
Chancellor (left), Dr Patrick Po-kong WU, JP, Vice-Chairman (right).
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