
In 2001, Hong Kong’s economy was impacted by global economic
downturn and the domestic restructuring problems. Against such
a tough operating environment, the Bank registered a negative
profit growth for the period under review.

The consolidated net profit for the year ended 31 December
2001, after making provision for taxation, amounted to
HK$845,827,000, representing a decrease of 16.3% from 2000.
Net interest income decreased by 10.8%, and non-interest income
declined by 3.1%. Operating expenses rose by 9.2%. Consolidated
total assets amounted to HK$64,404,991,000, or 1.6% decrease
from 2000. Total deposits dropped marginally by 0.2% to
HK$49,604,811,000, while advances recorded a mild increase of
2.6% to HK$28,973,727,000.

Your directors propose that a final dividend of HK$0.93 be paid
on each share. This, together with the interim dividend of
HK$0.38 per share already paid in September 2001, will amount
to a total dividend of HK$1.31 per share for the year 2001.

Mindful of the uncertainties facing Hong Kong’s economy, the
Bank pursued an even more prudent lending policy last year to
safeguard our good asset quality. We diversified our loan book
by expanding into non-property related loan products and expanded
our scope of fee income business, so as to broaden our loan base
and revenue stream. As part of this strategy, the Wealth
Management Centre was set up in mid 2001 to offer a wide range
of investment products, including unit trusts, bonds, currency-
linked deposits, currency options, etc, to our customers. It is
encouraging to see that this service has received favourable
response. In view of overwhelming support, an additional centre
was set up in our Mongkok Branch to better serve our customers
on Kowloon side.

Our credit card business has been progressing steadily with good
growth in cardholder base, card receivables and merchant
acquisition business. However, poor economic conditions, coupled
with the city wide abusive use of personal bankruptcy proceedings
to shirk heavy debt resulted in a higher charge off ratio, adversely
affecting our card centre profitability. The Hong Kong Association
of Banks, Financial Services Bureau, the Hong Kong Monetary
Authority and other relevant authorities are working out ways to
handle the problem of credit card debts. Banks in Hong Kong
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have come to an initial agreement to share among themselves
positive information about their customers. The proposed measure
would help strengthen card issuing procedures and credit risk
management.

The progress of our hire purchase and leasing subsidiary, Wing
Lung Finance Limited, has been satisfactory. The company made
increasing contribution to the Group’s profit.

In 2001, the local stock market experienced a substantial downturn.
This, coupled with thin transaction volume, caused a profit decline
from securities and futures investment service through Wing Lung
Securities Limited and Wing Lung Futures Limited.

The business of the Bank’s two insurance subsidiaries, Wing Lung
Insurance Company Limited and Wing Lung Agency Limited, which
act as principal and agent respectively, recorded marked growth in
2001, with profit increasing steadily. The operation of Hong Kong
Life Insurance Limited, BC Reinsurance Limited and Professional
Liability Underwriting Services Limited, the joint ventures set up
with other banks, has progressed smoothly. It is expected that with
the combined efforts and expertise of the member banks, these
strategic partnerships will lead to good business prospects,
contributing to the profitability of the Group in the long run. Given
the support of the Bank’s customer base, all the departments and
branch network will provide a strong platform to cross-sell life
insurance and general insurance products. It is anticipated that the
insurance operation will produce a generous source of non-interest
income.

To improve operational efficiency and to provide more convenient
banking services via automated delivery channels, the Bank made
considerable investments in information technology development
and purchased in early 2001 from IBM China/Hong Kong Limited
the most sophisticated teller terminal system to replace the existing
teller terminal system. As of now, the tiered deposit interest rate
calculation system tailored to meet interest rates deregulation and
the banking service fee module have been successfully launched.
The complete new teller platform is expected to be operational in
2002 year-end. This state of the art teller terminal system will
facilitate better management of customer relationships through
positive identification of customers’ needs and cross-selling
opportunities. Being a bank rooted in Hong Kong, we will closely
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monitor market intelligence and development and strive to innovate
quality service to better serve our customers’ needs.

It is inevitable that Hong Kong will be affected by the global
economic environment, given its open economy. The bursting of the
bubble economy and the September attacks in the United States,
coincided with our economic restructuring, brought about the on-
going long economic readjustment process. China’s accession to the
World Trade Organization is expected to bring in enormous
opportunities, which will directly or indirectly provide an impetus
for the territory’s economic recovery. After a series of interest rate
cuts and the US military campaign in Afghanistan, the US economy
has shown signs of turnaround resulting from the country’s strong
commitment to rebuild the economy. It is hoped that the US-led
recovery would help bring an upturn to the economies of its trading
partners, and Hong Kong would be able to share the benefit when
the global economy revitalizes again.

China’s accession to the World Trade Organization will lead to the
gradual opening of the mainland market to the world economy. The
traditional role of Hong Kong as an intermediary will change over
time, and our further integration with the economy of the Pearl
River Delta area will be the long term trend. The people of Hong
Kong, with their high degree of adaptability and resilience, have
ridden out many ups and downs in the past. Hong Kong is endowed
with a unique geographical position, sound financial system,
sophisticated legal system, well-established telecommunication
network and favourable business environment. With drummed up
confidence and renewed striving spirit they used to have, Hong
Kong people can build on our inherent strengths and continue to
move forward in the right direction to open up new economic
opportunities.

In the near term, deflation and high unemployment will not subside
significantly. Given the abundant supply in the property market and
the unfavourable economic environment, loan demand will remain
sluggish. Although competition for deposits was less severe than
expected following the lifting of the interest rate caps in July 2001,
the operating environment in the banking sector will remain tough
for some time. Against this background, the Bank will continue to
adhere to its prudent operating philosophy and adopt rigid cost
control measures to ensure effective resource allocation. At the
same time, we will continue to explore new forms of information
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technology and new management concepts to further upgrade our
service and mode of operation, such that long term solid growth will
be attained.

Mr Shung-kwong Tsang, Assistant General Manager, retired at the
end of 2001 after 28 years of service with the Bank. On behalf of the
Board, I wish to express our heartfelt thanks to Mr Tsang for his
assistance and invaluable contribution to the Bank during the period
of his service, and wish him the best of health and happiness in his
retirement.

On behalf of the Board, I would like to take this opportunity to
express our gratitude to all of our customers, shareholders, friends
and fellow bankers for their continued support and guidance, to
Dr Yee-sun WU, founder, and Dr Jieh-yee WU, former Chairman of
the Bank, for their wise counsel and to the management and entire
staff for their ongoing dedicated service and great determination in
meeting challenges and adversities.

Michael Po-ko WU
Chairman

27 February 2002
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