REVIEW OF BUSINESSES AND OPERATIONS
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In accordance with the Group's established strategies of (a) focusing on the provision
of quality and innovative banking services to small and medium-sized enterprises
(“SME"); (b) expanding the franchise of consumer banking and ancillary financial
services; and (c) enhancing the quality and range of our customer services, the Group
undertook the following initiatives during the period under review:

+ HKCB Insurance Agency Limited, a new wholly-owned subsidiary of Hongkong
Chinese Bank, was established in April to broaden the range of general insurance
products and services of the Group. By working with strong and quality insurance
underwriters, the Group now offers a comprehensive range of insurance products
to meet the business and personal needs of our customers at competitive prices.

« The second phase of “e-Chinese Banking”, the internet banking service offered
by Hongkong Chinese Bank, was rolled out in May 2001. The enhanced service
includes electronic fund transfers to designated bank accounts of local and overseas
third parties, and on-line applications for mortgage loans as well as personal
loans and credit cards. To add further to the convenience of our customers,
transaction hours will be extended for time deposit products offered over the
internet.

+ Hongkong Chinese Bank opened a new Finance Management Centre in the Tin
Hau district in North Point in June. Unlike traditional bank branches, this outlet
offers most of its services via electronic channels. The Centre offers personalised
securities investment service through its investment consultants as well as
electronically via an Internet Corner. It is envisaged that two to three more Finance
Management Centres will be opened in the second half of 2001 to further expand
the reach and service capacity of our branch network.

+ During the period, Hongkong Chinese Bank launched a number of innovative
and flexible lending programme, specifically tailored to the needs of SME operating
in today's business and economic environment. To complement these, Hongkong
Chinese Bank also sponsored and participated in a number of industry events
organised by different organisations, including the Hong Kong Chinese Importers
and Exporters Association and the Hong Kong Trade Development Council, which
aimed at promoting business opportunities for the SME.

+ As part of its overall funding management programme, Hongkong Chinese Bank
issued US$72 million (approximately HK$562 million) of floating rate certificates
of deposit in June at an interest rate of the London Interbank Offered Rate plus
28 basis points.
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In response to the full deregulation of deposit interest rate which became effective
from July 2001, Hongkong Chinese Bank has adopted a uniform savings interest
rate structure and has decided not to introduce any new service fees. These new
measures are straight forward and do not discriminate against any category of
customers, which have been well received by both existing and new customers.

With respect to recent market rumors in relation to possible merger and acquisition
activities concerning the Company, as previously announced, from time to time
the Company and its major shareholders have discussions with interested parties
who wish to explore, or have expressed interest in, acquisitions or other possible
business opportunities involving the Company or its subsidiaries. In this regard,
one such party is presently in discussion with the Company. However, no
agreements have been reached so far, and no legally binding offer in this
connection has been received by the Company or its major shareholders. (Please
see the note below)

Note:

The Directors of the Company jointly and severally accept full responsibility for the accuracy
of the information contained herein under this particular point and confirm, having made
all reasonable enquiries, that to the best of their knowledge and belief, their opinions
expressed in this particular point have been arrived at after due and careful consideration
and there are no other facts not contained under this particular point the omission of
which would make any of their statements included under this particular point misleading.
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