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EXECUTIVE DIRECTORS’ REPORT

FINANCIAL REVIEW

Financial Performance

Hong Kong enjoyed robust economic growth in 2006,
leading to a record in the number of persons employed and
a sustained increase in private consumption expenditure.

Amidst this favourable economic environment, the BEA
Group achieved a profit after tax of HK$3,486 million for
the year ended 31st December, 2006, a growth of 25.1%
as compared with 2005.

Despite continued competitive pressure on loan pricing, the
Bank Group's net interest income increased by HK$1,105
million, or 29.4%, to HK$4,866 million. Non-interest income
increased by HK$506 million, or 23.1%, when compared
with 2005, mainly due to an increase in net fee and
commission income and the net result from financial
instruments designated at fair value through profit or loss.
As a result, total operating income increased by 27.1% to
HK$7,564 million.

Operating expenses increased by 16.0% over 2005 to
HK$3,465 million, due to continuing expansion of the
Group’s activities. As a result of the significant increase in
operating income, the cost to income ratio fell from 50.2%
in 2005 to 45.8% in 2006.

Operating profit before impairment losses was HK$4,099
million, an increase of HK$ 1,135 million, or 38.3%, as
compared with 2005.

Impairment losses on loans and advances increased by
HK$102 million, or 72.3%, when compared with 2005,
partly due to a decrease in impairment losses write back
and bad debt recovered. There was a write back of
impairment loss on bank premises of HK$28 million due to
higher property values in 2006. In 2005, an impairment
loss of HK$210 million was recognized on vacant bank
premises. As a result, total impairment losses decreased by
HK$190 million, or 48.4%.

Associates performed extremely well in 2006 and the share
of profits less losses of associates increased by HK$148
million to HK$182 million.

After taking into account income taxes, profit after taxation
was HK$3,486 million, an increase of 25.1% over the
HK$2,786 million recorded the previous year. Profit
attributable to equity holders of the Group was HK$3,435
million, an increase of 24.9%.

Financial Position

Total consolidated assets of the BEA Group were HK$294,202
million at the end of 2006, representing a rise of 23.2%
from HK$238,799 million at the end of 2005. Advances to
customers increased by 19.8% to HK$166,178 million.
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Executive Directors’ Report (continued)

Total deposits increased by 18.8% to HK$216,523 million,
while customer deposits rose by 19.1% to HK$209,524
million. Demand deposits and current accounts increased
by a combined HK$4,265 million to HK$15,130 million.
Savings accounts increased by HK$8,147 million to
HK$43,644 million. Time deposits at year end 2006 stood
at HK$150,750 million, an increase of HK$21,217 million,
or 16.4%, when compared with the balance at year-
end 2005.

In February 2006, the Group redeemed a subordinated loan
amounting to US$550 million. The Group issued a new
subordinated loan of US$500 million in June 2006. As at
31st December, 2006, loan capital stood at HK$8,154
million, a decrease of 4.6%, when compared with the
balance at year-end 2005. Total equity stood at HK$27,645
million, an increase of HK$3,240 million, or 13.3%, when
compared with the balance at the end of 2005.

Maturity Profile of Debts Issued
As at 31st December, 2006

(All expressed in millions of dollars)

During 2006, BEA issued HKD floating rate certificates of
deposit with a face value of HK$2,500 million, HKD fixed
rate certificates of deposit with a face value of HK$500
million and USD zero coupon certificates of deposit with a
face value of US$50 million. The Bank redeemed a quantity
of certificates of deposit amounting to HK$2,835 million
equivalent upon maturity, and repurchased its own
certificates of deposit amounting to HK$44 million
equivalent. The Bank also issued and redeemed a number
of short term TWD fixed rate certificates of deposit.

After taking into account all debt instruments issued, the
loan-to-deposit ratio was 76.7% at the end of 2006, being
0.6% higher than the 76.1% reported at the end of 2005.

At the end of December 2006, the face value of the
outstanding debt portfolio was HK$7,108 million, with the
carrying amount equal to HK$6,998 million.
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Total Year of Maturity
Currency Face Value 2007 2008 2009 2011

Floating Rate Certificates of Deposit

Issued in 2005 HKD 1,500 1,500

Issued in 2006 HKD 2,500 2,000 500
Fixed Rate Certificates of Deposit

Issued in 2005 HKD 500 500

Issued in 2006 HKD 500 500

Issued in 2006 TWD 3,150 3,150
Zero Coupon Certificates of Deposit

Issued in 2006 usb 50 50
Discounted Certificates of Deposit

Issued in 2002 usb 83 83
Step Up Certificates of Deposit

Issued in 2003 usb 41 41
Total Debts issued in HKD equivalent 7,108 3,397 2,322 1,000 389
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Executive Directors’ Report (continued)

Risk Management

BEA has established comprehensive risk management
procedures that enable it to identify, measure, monitor and
control the various types of risk it faces, and, where
appropriate, to allocate capital against those risks. All risk
management policies have been approved by the Board of
Directors. Risk management mechanisms have been
established at different levels throughout the Group. This is
supplemented by active management involvement, effective
internal controls and comprehensive audits in the best
interests of the Group.

The Group has established an enterprise-wide risk structure
and set up a centralised risk management department to
handle and monitor all major risks, including credit risk,
market risk, liquidity risk and operational risk. The Group
has also appointed a Chief Risk Officer to oversee this
function, so as to further enhance the overall risk
management capability of the Bank Group.

OPERATIONS REVIEW

IMPROVEMENT TO OPERATIONS
Relocating Back-Office Operations to the Mainland

The Bank’s back-office operating centre in Guangzhou,
incorporated under the name of East Asia Electronic Data
Processing (Guangzhou) Limited, has been running smoothly.
With the business growth of the Bank, plans are being
developed to expand the Centre in the forthcoming year.

Information Technology
New Accounting System

The Bank is implementing a new computer system for
general ledger operations. The system was under test at
the end of 2006, and will be ready for roll out in the first
half of 2007.

Core Banking System

In December 2006, the second phase of the Core Banking
System Implementation project, covering Deposit and
Payment modules, had reached the final stage of testing.
User training had commenced. A rollout command group
has been established to manage all rollout tasks and the
system is targeted for rollout in 2007. With the launch of
the second phase of the project, the Bank is increasingly
able to serve customers more efficiently and use its resources
more effectively.

Customer Relationship Management System

BEA implemented a new email marketing system in 2006.
This is closely integrated with the existing Customer
Relationship Management platform. The new system
provides a fast and cost-effective channel for the Bank to
communicate with its customers in a personalised manner.
It also enables the Bank to execute permission-based email
marketing programmes, thereby delivering targeted
information on the Bank’s services to customers and raising
the success rate of marketing campaigns.

With an advanced customer relationship
management system, the Bank is able to
maintain a close contact with its customers.
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The Bank is planning to expand its back-office
operating centre in Guangzhou in line with its
business growth.
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Executive Directors’ Report (continued)

PERSONAL BANKING
Branch Distribution

The Branch Rationalisation Programme continued during the
year, with the opening of one new branch, the expansion
of one branch, and the relocation of four branches to more
prominent sites. At the end of January 2007, the total
number of BEA branches in Hong Kong stood at 88.

To further enhance BEA's wealth management services, nine
SupremeGold Centres were opened during the year, bringing
the total number of SupremeGold Centres to 35 by the end
of January 2007. The Bank plans to open another four
SupremeGold Centres during 2007.

Following the easing of restrictions on Renminbi business
early in the year, BEA launched a new product — Renminbi
current accounts for individual customers — in March 2006.
BEA customers are now able to make payment for consumer
spending in Guangdong Province by personal cheque drawn
on their BEA account, subject to a daily aggregate limit of
Rmb80,000 per account.

Cyberbanking

During the past year, the Bank’s Electronic Initial Public
Offering (“elPO") service was enhanced, creating a more
efficient channel for applying for new shares via the Internet.
The upgrade was very timely, being implemented before
the major IPOs launched during the year. Cyberbanking’s
phone banking system was also upgraded.

The number of Cyberbanking customers continued to
increase during the year. By the end of 2006, the Bank had
over 342,000 registered Cyberbanking users. The average
daily usage volume exceeded 188,000 transactions.

Corporate Cyberbanking also recorded steady growth. By
the end of 2006, over 18,900 corporate customers had
registered with BEA's Corporate Cyberbanking, an increase
of 13% year on year.

Property Loans

Despite a host of positive economic fundamentals, the
property market remained sluggish, and demand for
residential mortgages contracted. As a result, competition
for new mortgage business intensified during the year.

BEA responded in a number of innovative ways. The Bank
pioneered a new product with the Hong Kong Mortgage
Corporation, launching the Mortgage Insurance Programme
for Village Houses. This brought village houses under the
Mortgage Insurance Programme for the first time.

The proportion of new mortgage loans priced on the basis
of the Hong Kong interbank offered rate (“HIBOR")
increased significantly in 2006. BEA introduced a number
of HIBOR-based mortgage products to cater for the
increasing market demand for such products.

The Bank also actively coordinated with various property
developers to provide preferential mortgage plans for
homebuyers. This helped to sustain BEA's market share in
the face of a contraction in the volume of property
transactions throughout the second half of 2006.

Renminbi current accounts were launched for
individual customers, who can now make
payment for consumer spending in
Guangdong Province by cheque.
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BEA has established one of Hong Kong's
largest banking networks with the total
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Consumer Loans
Consumer Finance Department

The Bank expanded its consumer loan business during the
year, introducing new loan products and programmes
targeted at specific market segments.

Two new personal loan centres were set up during 2006 to
enhance the Bank’s loan product delivery channel. At the
same time, marketing of the Bank'’s personal instalment loan
products was stepped up. As a result, new loans drawdown
for this portfolio grew by 28%, as compared with the
previous year.

Improvements were also made to the Bank’s electronic
delivery systems for personal loans. BEA deposit account
holders can now apply for the loans via any BEA ATM in
Hong Kong, as well as through Cyberbanking Internet,
mobile phone or PDA channels.

Credit Gain Finance

Credit Gain Finance Company Limited (“Credit Gain
Finance"”) has been set up as a wholly owned subsidiary of
BEA, specialising in sub-prime personal loans for the Hong
Kong market. Registered under the Money Lenders
Ordinance and holding a money lenders’ licence, Credit
Gain Finance commenced business in mid November 2006
with four branches in Wanchai, Mongkok, Kwun Tong and
Tuen Mun.

Credit Gain Finance plans to establish more branches in 2007
in order to expand its business reach.

Credit Cards

A series of marketing programmes was launched during the
past year to encourage regular card usage, emphasising the
convenience of using BEA credit cards for everyday spending.
Brand awareness campaigns positioned the BEA card as a
premium value product, and emphasised development of a
long-term banking relationship with cardholders.

A notable milestone was achieved during the past year, with
BEA expanding its card business in Macau. BEA now handles
acquiring business for VISA, MasterCard, China Unionpay,
and JCB. This has enhanced the Bank’s competitive position,
creating new business opportunities in Macau’s retail sector
at a time of high growth, while also providing the Bank the
ability to support existing Hong Kong retail clients who wish
to expand their business to Macau.

The Bank launched two new card products during the past
year, the Hong Kong University Alumni Association VISA
Card and the “BEA Prepaid Card — <Jimmy Series>". BEA
also launched the exclusive “Fly&Dine Club” to reinforce
and extend the “Fly and Dine” platform of its Platinum Card.

In the year ahead, BEA is planning to offer new products
based on advanced chip technology to improve both security
and convenience, and promote card loyalty.

C

8 3 HI 155
CREDIT GAIN

Credit Gain Finance was set up to
provide sub-prime personal loans for
the Hong Kong market.
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Two new personal centres were set
up during 2006 to enhance the
Bank’s loan product delivery channel.
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CORPORATE BANKING
Corporate Banking Division

BEA maintained an active presence in the syndicated loan
market in 2006 by underwriting and participating numerous
financing projects. Major syndicated loan deals included
HK$13,350 million for Henderson Land Development
Company Limited; HK$12,000 million for Sun Hung Kai
Properties Limited; HK$7,200 million for Champion REIT;
HK$4,200 million for Shangri-la Asia Limited; HK$2,600
million for China Overseas Land & Investment Limited; and
HK$4,162.5 million for Ocean Park Corporation.

On the commercial business side, loan demand in Hong Kong
was stable, despite the trend for customers with business
on the Mainland to look for borrowing opportunities on
the Mainland. Loan quality improved. Good growth was
recorded in equipment financing, along with the growth in
manufacturing business. A new unsecured business loan
product, the “Business Ready Cash” scheme, was launched
with favourable market response. The product has further
strengthened BEA's presence in the small to medium size
business loan market segment.

BEA recorded satisfactory growth in its vehicle finance
business and remained a key player in the taxi lending
industry.

Thirteen IPO Receiving Bank projects were completed in
2006, compared to seven in 2005. One of these projects,

ey,
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the Industrial and Commercial Bank of China Limited IPO,
broke the world record as the largest IPO to date, while
other projects received substantial oversubscriptions. BEA's
systems performed well under these demanding conditions.

BEA offered a total of 47 IPO issues through its retail
channels, extending a total of HK$171.8 billion in stagging
loans.

Bank of East Asia (Trustees) Limited
Mandatory Provident Fund

BEA launched two new constituent funds under its Master
Trust Scheme in December 2006, namely the BEA (MPF)
Greater China Growth Fund and BEA (MPF) Japan Growth
Fund, providing more choices to MPF scheme members.

BEA was ranked the second best MPF performer for the
year ended 30th September, 2006 according to the MPF
Index compiled by Mercer Human Resource Consulting. In
addition, the performance of six of the BEA MPF constituent
funds were all ranked among the top 25% in their respective
categories, according to the Hong Kong Investment Funds
Association survey for the year ended 29th December, 2006.

Trust Services

Bank of East Asia (Trustees) Limited was appointed as
trustee to the TaoHo Foundation in June 2006, which is a
trust fund established for charitable purpose. Although
Estate Duty was abolished in February 2006, the company
still achieved more than 40% growth in revenue from its
private trust business.

BEA successfully completed 13 IPO
Receiving Bank projects in 2006.
AN1TR20064F F&1E 1 3MEFTAR £
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The Bank launched a new marketing programme series “BEA
Corporate Vanguards” to promote corporate and commercial lending.
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WEALTH MANAGEMENT
Structured Products

BEA expanded its structured product business significantly
during the past year. A total of 110 products were launched
in Hong Kong and on the Mainland, three times the number
launched in 2005. Many matured early, providing attractive
returns to investors.

The buoyant equity market in Hong Kong not only boosted
investment sentiment but also supported the issue of a
record number of exotic equity linked deposits. Once
available only to high net worth individuals, the Bank
successfully launched the Callable Range Accrual Series and
the Discounted Shares Accumulation Series to its full
customer base.

The Bank also took the initiative to introduce principal
protected equity linked investment products on the Mainland
and a total of nine such products were launched during the
year. BEA is a pioneer in this market, taking the lead to
both educate investors and establish a strong presence. The
Bank was also one of the first foreign banks to obtain a
Qualified Domestic Institutional Investor (“QDII") license,
allowing it to sell overseas investments to local investors.
Two tranches of qualified products were issued by the end
of 2006.

During the past year, the Bank also upgraded its online equity
linked deposit services for Cyberbanking customers.

BEA's leading position in structured products was recognised
by The Asian Banker in its Excellence in Retail Financial

Services Awards 2006, with BEA winning in the Best Deposit-
Linked Product category.

Mutual Fund Business / Asset Management

The Bank launched two BEA branded mutual funds in
2006, the BEA Japan Growth Fund and the BEA Greater
China Growth Fund. The former adopts a feeder fund
approach, with the underlying fund managed by AXA
Rosenberg Investment Management Asia Pacific Limited,
whilst the latter is managed by East Asia Asset
Management Company Limited ("EAAM”). Market
response to both funds was encouraging. Overall, the
Bank's investment fund business performed well, with
growth of more than 300% in terms of gross sales; and
20% in terms of net fund assets under custody.

Assets managed by the Bank’s investment subsidiary, EAAM
continued to grow steadily in 2006, due to satisfactory
investment performance and the addition of new accounts.
Assets managed for the Group’s Mandatory Provident Fund
and discretionary management business expanded by
approximately 28% and 65%, respectively, during the
period. Net fee and commission income grew by 21% and
net profits increased by 28%.

To streamline the existing organisational structure and
improve operational efficiency, the business and operations
of EAAM were merged with its sister company, Asia Strategic
Investment Management Limited. The reorganisation was
completed at the end of 2006. EAAM is now the sole asset
management entity of the Bank, responsible for
management of the investment assets of retail, corporate,
institutional and high net worth customers.

In recognition of BEA's leading position

H ——
in structured products, thg Bgnk was -
awarded the “Best Deposit-Linked

Product” award. :
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The Bank launched a number of principal protected linked

investment products in Hong Kong and on the Mainland during 2006.
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The Bank received an encouraging market response
for its two new BEA branded mutual funds, BEA Japan
Growth Fund and BEA Greater China Growth Fund.
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Bancassurance

During 2006, the Bank’s life insurance business grew by
130%, as measured by the New Business Index. The Bank
continues to meet the market demand by launching various
new products. Products launched during the year included
“3-Year Accumulator Savings Insurance”, “QuickPay Whole
Life Insurance” and “Education Savings Insurance”, which
are underwritten by Blue Cross (Asia-Pacific) Insurance
Limited, a member of the Bank Group. A total of three
tranches of the “3-Year Accumulator Savings Insurance”
offering were launched as a result of overwhelming response
from customers.

To drive the growth of the Bank’s e-channel insurance
business, a redesigned Bancassurance web page was
premiered during the year. Customers can purchase
travel insurance instantly through the site, and find out
more about the Bank’s entire Bancassurance range. The
Bank also launched an insurance loyalty club, to promote
repeat business.

Blue Cross (Asia-Pacific) Insurance Limited

Blue Cross experienced growth in all lines of business, with
general insurance premium income recording an increase
of 12% year on year.

Blue Cross introduced a new premium travel insurance plan
in 2006, TravelSafe Plus, offering enhanced benefits. To
counter the impact of rising healthcare costs, Blue Cross

adopted an adjusted pricing strategy for medical insurance.
This helped the company maintain a healthy business
portfolio and contributed to a steady growth in business.

In an award programme jointly organised by Hong Kong
Brand Development Council and the Chinese Manufacturers’
Association of Hong Kong to give recognition to outstanding
brand names established by Hong Kong companies, Blue
Cross was awarded the “HK Top Service Brand Awards —
Emerging Service Brand”. In 2006, Blue Cross also won the
“Caring Company” recognition and for two consecutive
years “The Most Popular Travel Insurance Company” awards.

Private Banking

The Bank re-launched BEA Private Banking in the fourth
quarter of 2005, and the unit had its first full year of
operation in 2006. The Bank was encouraged by the
successful start of its private banking business. BEA Private
Banking expands the Bank’s customer profile and provides
anew and stable source of fee income. The Bank is expecting
its private banking unit to become a very significant part of
the entire wealth management business.

In 2006, the buoyant markets rewarded investors
handsomely. While maintaining a positive view, the unit will
focus on assisting private banking clients to achieve a more
balanced investment portfolio and returns in 2007.

The Bank continued to meet the market demand by
launching various new life and general insurance
products in the year.
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Blue Cross was awarded the “HK Top Service
Brand Awards — Emerging Service Brand”, and
was named “The Most Popular Travel Insurance
Company”.
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INVESTMENT BANKING AND SERVICES

East Asia Securities Company Limited - Securities
Cybertrading

East Asia Securities continued to benefit from strong local
market sentiment and investor confidence.

More customers are turning to East Asia Securities
electronic trading systems. The number of Cybertrading
accounts grew by 37% during the year. By the end of
December, more than 57% of the company’s securities
clients had subscribed to the Cybertrading service.
Currently, the volume of transactions executed via the
Cybertrading system, expressed as a percentage of total
turnover, accounts for some 51% of the number of trades
and 32% of the gross transaction value.

East Asia Securities successfully launched the elPO Service
and enhanced its Mobile Phone Trading Service during the
year. New services include a real-time stock quote service
via mobile phones.

In view of the dramatic increase in market turnover and the
subsequent increase in trading volume conducted through
the Cybertrading system, East Asia Securities increased its
trading capacity by acquiring three additional Throttle Rates
in its Open Gateway from The Stock Exchange of Hong Kong
in December 2006. East Asia Securities has plans to further
upgrade its online trading system and expand its IVRS Trading
System capacity in the first quarter of 2007, in order to cope
with the expected continued growth in the number of
Cybertrading accounts and trading volume.

East Asia Futures Limited — Futures Cybertrading

East Asia Futures, the wholly-owned futures and options
broking arm of the Bank, also benefited from improved local
market sentiment. In particular, trading in derivative products
rose strongly. The introduction of Futures Cybertrading also
played a role in attracting new customers.

The number of Futures Cybertrading accounts grew by 58%
during the year, and, as of 31st December, 2006, more than
62 % of the company's clients had subscribed to the service.
Currently, the volume of transactions executed via the
Futures Cybertrading system, expressed as a percentage of
total turnover, accounts for some 48% of the number of
trades and 40% of transaction value.

East Asia Futures plans to further increase the speed of order
placement and introduce a stop loss function in 2007.

CHINA OPERATIONS

In 2006, BEA expanded its operations to Qingdao, with the
opening of a new branch in the city. In addition, the Bank
expanded its operations in many existing centres with the
opening of nine new sub-branches. These included: Dalian
Huafu; Guangzhou Panyu and Huadu; Shenzhen BaoAn;
Shanghai Xujiahui and Jing'an; Xiamen Jiahe; Xi'an South
Gate; and Macau Horta e Costa. At present, BEA has a
total of 31 outlets on the Mainland, including 12 branches,
14 sub-branches and 5 representative offices. The Bank
also has 2 outlets, both in Taiwan and Macau.

Securities and Futures Cybertrading recorded a continued
growth in the number of accounts and trading volume, as a
result of strong local market sentiment.
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BEA's presence in Greater China was further
strengthened with the opening of Qingdao Branch,
and 9 sub-branches in existing centres.
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BEA has obtained initial approval from the China Banking
Regulatory Commission (“CBRC") to open a full branch in
Shenyang. Preparations are expected to be complete in the
first quarter of 2007. Further expansion is planned for 2007,
including but not limited to upgrading the existing
representative offices into full branches and establishing
more sub-branches on the Mainland and in Macau.

BEA continues to be a market leader on the Mainland. BEA
was one of the first foreign banks granted QDI status by
the CBRC; the first to obtain a foreign exchange quota to
conduct QDII business; and one of the first accredited to
provide Renminbi (“Rmb”) fixed deposit services to local
residents (minimum deposit of Rmb1 million).

Furthermore, BEA obtained a preliminary approval from the
CBRC for the establishment of a locally incorporated bank
on the Mainland, namely The Bank of East Asia (China)
Limited (“BEA-China”). The establishment of BEA-China
will enable the Bank to offer a full range of Rmb services to
local residents, in addition to all existing business activities.

BEA's Greater China non-Hong Kong loan portfolio grew by
63% during the year, while net profit grew by 88%. BEA is
confident that the business results in this market will continue
to show strong growth, as full liberalisation of the banking
sector on the Mainland becomes a reality.

W EEES
§

OVERSEAS OPERATIONS

BEA continued the implementation of its international
expansion strategy during the year. In May, BEA completed
its acquisition of National American Bancorp, San Francisco,
California (“NABancorp”). NABancorp is the holding
company of National American Bank (“NAB"), a commercial
bank in San Francisco with three full-service branches serving
the Greater San Francisco area. As part of the acquisition,
NAB merged with the BEA Group’s subsidiary, The Bank of
East Asia (U.S.A.) N.A. (“BEA-USA"). BEA-USA now operates
in New York, Greater Los Angeles and San Francisco. A new
BEA-USA web site and Internet Banking were launched on
15th November, 2006.

In May, the Kuala Lumpur Marketing Office of Labuan
Branch and Kuala Lumpur Representative Office were
relocated to MNI Twin Towers. In December, the Singapore
Branch of BEA signed an agreement for the purchase of a
commercial building at 60 Robinson Road and the sale of
its existing building, with the transaction targeted for
completion by 2008. These initiatives will provide additional
office space for the Bank’s expansion plans in Singapore
and Southeast Asia.

BEA's overseas business units recorded growth of 23% in
the loan portfolio, despite heavy loan prepayments. Overseas
business units achieved an increase of 8% in operating profit
for the year ended 31st December, 2006.

BEA Group's subsidiary, BEA-USA,
expanded its operations after merging
with National American Bank.
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Macau Horta e Costa Sub-branch is BEA's
second outlet in Macau.
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CORPORATE SERVICES

The BEA Group, through Group member Tricor Holdings
Limited (“Tricor”), is a leading provider of business, corporate
and investor services in the region. These services include
accounting, company formation, corporate compliance and
company secretarial, executive search and selection, initial
public offerings (“IPO") and share registration, payroll
outsourcing and fund and trust administration.

Tricor recorded strong growth in profit for the year as a result
of continued business expansion. Its fee revenue, which
exceeded HK$600 million this year, made an important
contribution to BEA Group's fee and commission income.
Tricor’s investor services practice has benefited from the
buoyant IPO activity in the capital markets in Hong Kong
during the past year. It provides share registration and other
related investor services to over 50% of the companies listed
in Hong Kong. The Hong Kong office has also experienced
strong demand for its accounting and payroll outsourcing
services and its company secretarial and corporate
compliance work from both private and public entities. In
addition, the overseas offices have operated well and made
a meaningful contribution to Tricor’'s total revenue.

In January 2006, Tricor consolidated its Hong Kong offices
into a single location at Three Pacific Place on Hong Kong
Island. January 2006 also saw the welcome addition of Kuala
Lumpur and Penang offices to Tricor's regional operation,
underlining Tricor's leading position in the business. Further,
Tricor acquired the business services practices of Ernst &
Young in Beijing, Guangzhou, Shanghai and Shenzhen,
enhancing its rapidly developing operations in the Mainland.

David LI Kwok-po
Chairman and Chief Executive

Hong Kong, 8th February, 2007

Joseph PANG Yuk-wing
Executive Director

Tricor now employs 1,000 professional and support staff
and provides services in 10 cities in the region. Its senior
management comprises highly experienced accountants,
chartered secretaries and lawyers who are leading
professionals in the integrated business, corporate and
investor services business.

HUMAN RESOURCES

The Bank of East Asia Group employees at the end of
December 2006:

Hong Kong 4,803
Other Greater China 2,161
Overseas 761
Total 7,725

The Bank aims to provide a challenging and rewarding career
for all its employees. In recent years, it has introduced a
new grading structure to benchmark job positions, enhanced
personnel policies and benchmarked its staff benefits
offering against the market. An enhanced training
programme, provided both in-house and outsourced, aims
at empowering staff to perform effectively in their jobs under
an increasingly competitive environment. Continuing
professional training was provided for licensed intermediaries
of related financial businesses to enhance their professional
competence and integrity. To encourage a healthy lifestyle
and team building, the Bank's Staff Sports and Recreation
Club organized numerous social and sports activities.

CHAN Kay-cheung
Executive Director
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