REOE

Review of Operations

[
i
e
)

ECTE-HF+-A=1-HIFE £EHZK
RERNAEELENTERTER  £FAR
S\ ERENLEZ-B-TET  BREMNTHKADZ
T -ERE TRAKRI -

\

B 5

HEERBIHE  RECEFPERLTBAZEHAERS

Wzﬁﬁ+ﬁ1 “TERL ATHERE  RERERE
ARBRERYERGRELR -

BERETTADZEHLEBBOANT AR - BENX
BEIER D BNXHEERR  BEFFHEEEAIZ =T
RE-MBELR SECERESKARM TR -

ARFHSMATRES 2B - REERE-TT—4
+Z A=+ B2 BRATRES ZARESER+/\E
NFE-t+ER

REREFANL=H—TWEERFREANZ - Htt
TEARERBNSRARD RENEKXAE S 2 BHE TR
P o

HREEETRBEEFERE  SERNAREEEEX
BREXFEFISKARR - FR - EEETHNABRUEER
BBRASRBER  LHASMALARS2ZH=2%
B=BAT=E8r-

EEBSHEHRAT  £EERXMAESI 2 ZE/\ B8
BEENTEE-1TEL BXWALRAEZEREI 2=
+—E—2KE-

REREG LAZABNE_T=881 - TERBHER

B BHREARRF URAERERREETRIZE

%ﬁﬁﬁ°¢ﬁ'$@ﬁ§m PREXFRMES  #RE
DLZHNZKF -

OPERATING RESULTS
or the year ended 31st December, 2001, Wing Hang
Bank Group recorded a profit of HK$780.5 million
compared to HK$901.2 million in 2000. Earnings per
share eased 13.2 percent to HK$2.66.

FINANCIAL REVIEW

Despite softening demand for loans, total advances to
customers increased 5.5 percent to HK$35.52 billion with
noticeable growth recorded in consumer finance, as well as
vehicle and equipment finance and loans for use in China.

Total deposits increased 0.7 percent to HK$48.60 billion, with
a significant growth of 25.1 percent recorded in savings
deposits following the deregulation of interest rates and the
introduction of the tier-interest rate structures. This has
resulted in an overall lower cost of funds for the Group.

For the year ended 31st December, 2001, the Group's total
revenue declined 6.5 percent to HK$1,880.1 million mainly
due to a 8.6 percent decrease in net interest income.

Net interest margins for the year narrowed to 2.77 percent
from 3.16 percent last year due to re-pricing on mortgages
and lower yields on interest free funds.

As the margins for residential mortgages remain thin, we have
stepped up our efforts to bolster our consumer lending activities
and to further broaden our fee income base. During the year,
the Bank expanded its wealth management services with life
insurance products, which contributed to a 3.3 percent increase
in non-interest income to HK$363.0 million.

With tight cost control efforts, expenses increased marginally
by 0.8 percent to HK$587.2 million. Cost to income ratio for
the year stood at 31.2 percent.

Charge for bad and doubtful debts increased to HK$423.0
million, primarily stemming from consumer lending, in
particular, defaults in credit card payments as well as provisions
required for topping up deficits due to the declining value of
collateral. For the period under review, the level of non-
performing loans remained almost at the same level as last
year at 3.8 percent.

15



REOE

Review of Operations

REDE

BEBTRE

ER- mRmERTRBA RECTERTRNTEE
PNEE  MEPHENERREHRS -

2
i

AREENE - ERFERRS - EERTREBEBZESR
FRAMR TEHEEE-FWE -

ERSERHNE SERSEREHAREFTRBES
TEABERBBMREIHRTF

HREBEERBEBERNE  SECKEBAREAR
% RLEE RINRBEMNMZERRRHEZRBEN

HR#Es

LoAN COMPOSITION

ﬁﬁ % Rk fé’ 2 @ é /Cummercia/ and Trade Financing

¥R /Loans to Corporate

{12 F 1% 18 / Residential -individuals
FEAR I E /Nun-damestic loans

1B AR / Loans to Individuals

BEBEEZER /Shure Financing

W) % 3 B 1% & / Property Development and Investment

HEEE
HERETE  SEABERFELKFERHBARAR
BNRRENH IR -

16

BUSINESS REVIEW

Retail Banking

As the market has become increasingly more competitive during
the year, the Retail Banking Group has taken a more pro-active
approach in marketing its loan and deposit products to
customers.

Loans

With a slowing economy and a soft demand for loans, pricing
competition has been most acute in the residential mortgage
sector, resulting in a further reduction in interest margins.

In view of the increasingly narrow interest margins, the Bank
has approached the residential mortgage business with
discretion and tried to compete for new market share through
better service rather than lower rates.

To compensate for the slow growth in residential mortgages
in Hong Kong, the Bank has expanded its China business,
offering mortgage financing to Hong Kong residents for
selected properties in Shanghai, Shenzhen and Guangzhou.

Consumer Finance

For consumer finance, the Bank has been expanding this area
of business through its Credit Card Division as well as Wing
Hang Credit Limited.

FBKTHE  ERBEEHRAERSHETES -
Through Wing Hang Finance, the Group actively promotes vehicle and
equipment financing.



hETERE RETEEH

Expanding our foray into China
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During the year, we have
participated in a number of
financing projects in waﬁi‘d
Beijing. With China’s ac essron into
the WTO, we will conm& w:th our
foray into this rapidly ex ing
market offering enormo siness
opportunities.




REOE

Review of Operations

HERRAERRAELHERBERHARENY  BE
EE—HF+-A=t—HL ERFEKELABEAZ=1
MENEEEOEAT=0—18

SEEBKFERAVBERLTNETEREA (BN &
7o BRRBRAEERE - FA RBEERLAEAZE
B\ e ZARLHEHAFNERES - KA TREPHEA

KEHEE dh
HrAmz °

ER P UCRERIE  SEAEEERMSRL T HINE
TatE RMBRREEBHSRRENEPIRRZES

e
TA °

Wy g

\/,

SEVERKTFHBERARA AT/ EUCERRZ RGN
B BREAEREWMER SEBRMMEREBEE L
e ER - ZRRNEREFADZZTAHN -

ek

FRITE BEFEARDZEHLERROBNTARE
ﬁ%ﬂfﬁ VB R D BMERHIEENRR - FE TR
DZ-tTHH-—MBEEFER  KECBERESKAREM

B

EREs

DepoSIT Mix

INETER / Foreign Currency

BITER / Hong Kong Dollar

52 #3177 3 | Demand Deposit

— REEX / Savings Deposit
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For the year ended 31st December, 2001, credit card receivables
increased by 34.8 percent to HK$463.1 million following
successful card recruitment campaigns and new affinity card
programs.

Through Wing Hang Credit Limited, the Bank has focussed on
‘purpose’ personal loans such as tax and automobile loans.
For example, tax loans grew by 7.8 percent compared to last
year. The subsidiary also introduced an innovative revolving
credit product to suit customers' individual borrowing
requirements.

For small and medium enterprises (SME), the Bank initiated a
new loan program to support this important segment of the
market. The new program offers working capital loans to
qualified customers with sound financial standing and good
business prospects.

The Bank has also extended credit facilities to SMEs through
Wing Hang Finance Company Limited to promote vehicle and
equipment financing, resulting in significant increases in
transport and equipment finance. During the year, the company
recorded a 26.9 percent growth in loan assets.

Deposits

On the deposit side, total deposits increased 0.7 percent to
HK$48.60 billion, with a significant growth of 25.1 percent
recorded in savings deposits following the deregulation of
interest rates and the introduction of the tier-interest rate
structures. This has resulted in an overall lower cost of funds
for the Group.
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Taking a proactive approach
in business development
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To meet with a slowing economy and
soft demand for loans, we strive to take
on a more proactive role in our business
by seeking out new opportunities and
working closely with our customers to
provide banking facilities tailored to their
needs. Our marketing staff will go the
extra mile to ensure customer
satisfaction.
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The Bank now offers its own life insurance products with the formation of
Hong Kong Life Insurance Co. Ltd.
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Wealth Management, Insurance and Share Brokerage
With interest rates continuing to drop, the Bank has introduced
high-yield savings and investment alternatives for its customers
through professional wealth management products.

Since the second quarter of the year, the Bank has offered an
array of unit trust funds, bonds and notes as well as other
investment instruments. Total unit trust funds sold through
the Bank exceeded HK$300.0 million.

Additional customer service officers were deployed at the
branches to provide more personalized services to the Bank's
customers, to answer their enquiries and to cross-sell new
products and services.

These customer contact staff receive regular training from the
Bank so that they are well equipped with the necessary
knowledge of the market's increasingly sophisticated
investment products and services. For select customers, the
Bank initiated the Elite Banking concept earlier in the year,
which offers high-net-worth customers priority service and
special privileges.

Wing Hang Insurance

Wing Hang Insurance Agency and Brokerage achieved
satisfactory performance during the year with steady growth
recorded in MPF and the general insurance business. The Bank
now offers its own life insurance products with the formation
of Hong Kong Life Insurance Company Limited, an associate
company set up last year with several banking partners.
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Diversifying our range of products
to broaden income base
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Aside from the traditional mortgage
business, the Group has continued to
broaden and diversify into multi-
products in its branch network through
the marketing of unit trust funds, bond
funds, equity linked notes and such
other money market instruments.
Through Hong Kong Life Insurance, a
recently established affiliate of the
Group, we also offer a full range of life
insurance products.
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Wing Hang Share Brokerage

Wing Hang Share Brokerage, the Bank's share broking arm,
maintained a turnover that was in line with the market. The
company is planning to introduce IVR (Interactive Voice
Response) share trading later in the year.

Corporate Banking

In view of the deflationary environment, our customers have
continued to de-leverage their borrowings and reduce their
inventory . This situation, however, has been compensated by
increased lending opportunities in China where high GDP
growth and entry to the WTO continue to attract Hong Kong
investors.

During the year, the Bank's Corporate Banking Division in Hong
Kong, in co-operation with our Shenzhen Branch and
representative offices in Shanghai and Guangzhou, has provided
credit facilities to Hong Kong manufacturers who have shifted
their capital investments to China. It also offered project
financing for Hong Kong developers who have diversified their
investments across the border.

The Shenzhen Branch has also extended residential mortgages
to satisfy the increasing demand of Hong Kong residents
purchasing flats in the Pearl Delta.

Treasury

Wing Hang Bank has been expanding its treasury function with
a view to enhancing yields for its surplus liquidity. This has
been achieved by investing excess liquidity in high investment
grade bond and debt securities.

Macau

In Macau, Banco Weng Hang has continued to out-perform
the local banking sector. While profits dropped marginally by
4.8 percent to 120.1 million Macau patacas, the Macau
subsidiary achieved steady growth in loans and deposits despite
the weakening economy. Net interest income dropped slightly
by 4.0 percent while fee income increased by 3.3 percent.



