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BUSINESS REVIEW

2001 was a difficult year for the global economy. Economic confidence was
further shattered by the terrorist attack in the United State in September
2001. Reflecting the continuing weakness in the external environment,

economic activities in Hong Kong was sluggish during the year.

The financial services sector in Hong Kong was also affected by the weak
state of the local economy. Negative sentiments among investors and
consumers resulted in further weakening loan demand, squeezing interest
margins and declining property and stock prices. Despite the consecutive
interest rate cuts during the year to historically low levels, the economy did
not show signs of revival, as demonstrated by a 1.2% fall in gross domestic
products for the year, rising unemployment rate and an alarming increase

in personal sector bankruptcies at the year end.

Against the backdrop of a sluggish economy and declining interest rate,
competition among banks further intensified during the year amid the
difficult operating environment and limited growth opportunities. Banking
in Hong Kong has increasingly become an industry in which the

competitiveness of smaller players are disadvantaged.

The Group reported a consolidated loss attributable to shareholders of
HK$192 million in 2001, compared with a profit of HK$362 million in
2000, which had included non-recurring gains of HK$260 million from the
disposal of the Group’s 50% equity interest in CRC Protective Life Insurance
Company Limited and the listed shares of Hong Kong Exchanges and

Clearing Limited.

The profit for the year 2001 of The Hongkong Chinese Bank, Limited, a
former wholly-owned banking subsidiary of the Company, and its
subsidiaries fell to HK$32 million from HK$93 million in 2000. This
reduction was mainly the combined effect of lower interest and non-interest

incomes and higher operating expenses.
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BUSINESS REVIEW (continued)

As previously announced, a conditional agreement was reached in late
October 2001 to sell the Company’s entire 100% stake in The Hongkong
Chinese Bank, Limited and its subsidiaries to CITIC Ka Wah Bank Limited
at an aggregate consideration of HK$4.2 billion. This sale was completed
after the year end on 17 January 2002. The name of the Company was
subsequently changed from “The HKCB Bank Holding Company Limited”
to “Hongkong Chinese Limited” on 8 February 2002.

The contraction in stock market activities during 2001 also caused a decline
in the profit contributions from Lippo Securities Holdings Limited, a wholly-
owned subsidiary of the Company, and its subsidiaries, which are principally
engaged in underwriting, securities brokerage, corporate finance, investment
advisory and other related services. The adverse conditions in the stock
markets resulted in a provision of HK$72 million being made for the Group’s

fund management operations.

OUTLOOK

Looking ahead, despite some early signs of an economic recovery in the
United States, the local economy is expected to remain sluggish for more

months.

Despite the difficult business environment, we see good investment
opportunities emerging in the region, in particular, the Great China area.
Following the disposal of The Hongkong Chinese Bank, Limited and its
subsidiaries, the Group’s principal activities include securities brokerage,
underwriting, fund management, investment advisory and other related
services. As announced earlier, management is looking at opportunities for
the application of the proceeds from the disposal that are consistent with
the Group’s objective of creating additional value for shareholders and the
Group.

In particular, the Group intends to establish a new investment banking
group. The management of the Group sees excellent opportunities for
increasing the Group’s market share of securities businesses in Hong Kong
and to expand its securities businesses and investment banking activities
elsewhere in Asia, particularly Mainland China, in the light of China’s
entry to the World Trade Organisation.
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OUTLOOK (continued)

As announced earlier, the Group has contracted to acquire an 85% interest
in the issued share capital of Impac Asset Management (Holdings) Ltd.
(“Impac”). Impac, through its subsidiaries, provides investment and
management advisory services in relation to mutual funds in Hong Kong

and Asia.

The Group will explore investment opportunities in the financial and
investment sectors. Given the current economic and business environment
and uncertainties facing the world economy, the management will take a

cautious approach when making investment decisions.
I take this opportunity to thank the shareholders for their continued support

and my fellow directors and all the staff for their dedication and hard work

during the year.

Dr Mochtar Riady

Chairman

24 April 2002
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