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As we enter the year 2001, we are implementing

a range of initiatives around the themes of

growth, e-Banking and generating synergies with

the 30,000 plus branches of ICBC in China as

well as overseas.
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Managing Director and Chief Executive
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THE QUICK TURN AROUND

Industrial and Commercial Bank of China (Asia) Limited and its subsidiaries (“the

Bank”) made a consolidated after tax profit of HK$150 million for the year 2000.

This represented a strong turn around from a loss of HK$545 million for 1999

and a four and a half times increase over an after tax profit of HK$33 million for

1998. Earnings per share were HK$0.33. A final dividend of HK$0.13 per share

was proposed.

The much improved result of the Bank was due to three key factors : (1) Net

interest income was HK$434 million, up 35% from HK$321 million in 1999. This

was made possible because of a 14% loan growth coupled with a widening of

net interest margin from 1.68% in 1999 to 2.21% in 2000; (2) Consolidated net

charge for bad and doubtful debts of HK$193 million for 2000 was 74% down

when compared with 1999 net charge; and (3) The sale of our securities broking

subsidiary, U.B. Securities Limited, as part and parcel of the Sales and Purchase

Agreement between China Merchants and Industrial and Commercial Bank of

China (“ICBC”)dated 19th April 2000 which resulted in a book profit of HK$49

million.

NPLS AND OVERDUE LOANS UNDER CONTROL

It is clear that the Bank’s worst time is over. Although for historic reasons, our

overdue and non-performing loan (NPL) ratios remain high, significant loan

recoveries have been made in Hong Kong and Mainland China through our recently

established Asset Management teams in the Bank and UB China Business

Management Company Limited. In this connection, our controlling shareholder,

ICBC, has definitely helped us in accelerating our debt collections in China. The

consolidated NPLs dropped HK$599 million to approximately HK$3 billion

whereas overdue loans also reduced from HK$3 billion to HK$2.5 billion. The 3

to 6 month overdue loans to total loans ratio improved significantly from 7.6% in

1999 to 1.2% in 2000, giving further evidence that the overdue situation was

well under control.
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REINFORCEMENT IN RISK MANAGEMENT

In year 2000, we focussed much attention on reinforcing our risk management

systems, especially on credit risk control. We hired a very seasoned expatriate

banker, who has a wealth of experience in loan portfolio management to review

and evaluate the Internal Ratings-Based Approach. Since his joining, we have

significantly expanded our internal credit rating system. We have also planned to

recruit a few more professionals to manage our different risk components.
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ENHANCING SALES DELIVERY

We have also focussed on improving the effectiveness of our sales delivery

channels. In March 2000, we relocated our Wanchai Branch. We opened our

new Tseung Kwan O Branch in December 2000 to serve the fast expanding

population in the East Kowloon area. Happy Valley Branch, City Garden Branch

and Shaukeiwan Branch were refurbished and upgraded to make the banking

hall environment more user friendly and sales orientated. We launched our Internet

Banking Services in November 2000 featuring one of the best end-to-end encryption

security systems among banks in Hong Kong. We have reinforced our direct sales

team who also work outside normal banking hours.
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The refurbished Happy Valley Branch now better serves the needs of our customers.
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MORE NEW PRODUCTS

On the product front, we have added “mainland express remittances service”,

Renminbi notes exchange, balance transfer personal loans, unit trusts, and equity-

linked deposits to our retail banking counters. We allied with Metropolitan Life

Insurance Company of Hong Kong Limited to promote Bancassurance. For

commercial clients, we have made available RMB financing at our controlling

shareholder ICBC branches in China against our standby L/Cs or guarantees,

receivables discount, taxi and other commercial vehicle financing in addition to

our normal trade finance and working capital finance.
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CORPORATE GOVERNANCE

Since ICBC became the controlling shareholder of the Bank in July 2000, the

Board has been revamped in accordance with the “Guideline on Corporate

Governance of Locally Incorporated Authorized Institutions” issued by the Hong

Kong Monetary Authority in May 2000. The Board comprises three executive

directors and seven non-executive directors of which three are independent non-

executive professionals. The Chairman, Dr. Jiang Jianqing, is also President of

ICBC. The directors have a diversity of skills and experience, and each brings an

independent judgment and considerable knowledge to the Board’s decisions on
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The Bank entered into an agreement with Metropolitan Life Insurance Company of Hong Kong Limited on 9th January,
2001 to promote Bancassurance.
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policies, procedures and risk control. On appointment, each director receives

information about the Bank and its subsidiaries and is advised of his legal and

other obligations as a listed company. The full Board meets regularly every two

months. The Audit Committee is chaired by Professor Wong Yue Chim, Richard,

an independent non-executive director. The Committee comprises three independent

non-executive directors and another non-executive director. It meets with the Bank’s

external and internal auditors every three months to review their audits and on

actions taken in response to the findings of these reports. It also considers changes

to the Group’s accounting policies and examines the annual and interim financial

statements before the Board approves them.
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The Tseung Kwan O Branch was opened on 9th December, 2000.
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FOR 2001 - GROWTH, E-BANKING & MAXIMIZING ICBC

SYNERGIES

As we enter the year 2001, we are implementing a range of initiatives around the

themes of growth, e-Banking and generating synergies with the 30,000 plus

branches of ICBC in China as well as overseas. In terms of organic growth, we

target to expand our number of clients by over 25% so as to allow better cross-

selling opportunities. This will be made possible by forming more business alliances,
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relocating and upgrading branches, opening of new wealth management centres,

launching more products which have appeals to different client segments, and

hiring new “business development teams” to deliver portfolios and clienteles. We

have relaunched our securities trading business since February 2001 and with

effect from 12th March 2001, we will operate this business out of our new “Wealth

Management Centre” at Bonham Strand East. We also target to grow our lending

and investment portfolio primarily with quality names. We are cognizant of the

need to grow by acquisition. In this regard, we will be selective, only considering

those acquisitions which add strategically to individual businesses or enhance

capabilities and create value. We intend to launch our Internet Banking Phase II

in the third quarter of 2001 with the aim of offering more choices and convenience

to our clients through seamless channel integration and web enablement. We will

expedite our plan to work more closely with different units of ICBC in both China

and overseas. Admittedly, ICBC is a very big group with over 30,000 branches

and 470,000 employees. They may have different corporate cultures from ours.

However, ICBC has been fast in giving us support in channelling letters of credit

and remittances to our counters, referring clients, making available money market

lines to cater for our business needs and helping us to recover bad debts in

China. In the months ahead, we will definitely increase our communications with

our colleagues in ICBC in order to maximize the synergies between the two

institutions.

I am a firm believer in teamwork and that loyal and motivated teams, when fully

integrated, will definitely exploit the vast business potential underlying this Greater

China region and produce extraordinary results.

Chan Chi Keung, Chris

Managing Director and Chief Executive


