Dedicated to Our Customers
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We at BEA are in touch with the needs of our customers. We
understand how important sound financial support is to a growing

business, and pride ourselves in standing by our customers, assisting
them to achieve success.
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EXECUTIVE DIRECTORS’ REPORT

Financial Review

Financial Performance

2003 was a challenging year for both Hong Kong and the
BEA Group. The outbreak of Severe Acute Respiratory Syndrome
("SARS”) in March 2003 in Hong Kong seriously affected the
economy in the second quarter, especially retail sales, tourism
and catering. However, the economy rebounded sharply in the
second half, led by a surge in tourist arrivals from Mainland
China and vibrant offshore trade. Local consumer spending
increased, backed by better employment prospects and
improving conditions in the local stock and property markets.
The banking environment also improved slightly, although the
loan market has not yet fully recovered.

Benefiting from these positive trends, BEA recorded a significant
growth in income for the year ended 31st December, 2003,
with profit attributable to shareholders rising 51.3% to
HK$1,922 million. Total operating income increased 6.7% to
HK$5,396 million, while operating profit before provisions grew
to HK$2,871 million. Net charge for bad and doubtful debts
fell to HK$499 million.

Net interest income decreased by HK$56 million due to the
continued narrowing of net interest margin and the inactive
loan market. Non-interest income increased by HK$396 million,
or 28.2%, when compared with 2002, mainly due to the growth

2 O The Bank of East Asia, Limited Annual Report 2003

of fee-based and trading income. As a result, total operating
income increased by HK$340 million, or 6.7%, from HK$5,056
million in 2002 to HK$5,396 million in 2003.

Total operating expenses decreased slightly by 0.7% over the
corresponding figure in 2002 to HK$2,525 million, despite the
cost implications of a major acquisition in January 2003. This
reflects BEA's keen determination to control costs. The cost to
income ratio decreased from 50.3% in 2002 to 46.8% in 2003.

Operating profit before provisions was HK$2,871 million for
the year ended 31st December, 2003, an increase of HK$357
million, or 14.2%, over the HK$2,514 million attained in 2002,
signifying the strong performance of BEA.

BEA's asset quality continued to improve, as a result of the
precautionary measures undertaken by the Bank to minimise
potential credit losses during the economic downturn. The net
charge for bad and doubtful debts decreased significantly
compared to 2002, by HK$312 million, or 38.5%, to HK$499
million. Non-performing loans ratio dropped to 2.5% from
2.9% at the end of the previous year.

The decrease in the net bad and doubtful debt charge combined
with the improvement in operating income mentioned above,
resulted in an increase in operating profit after provisions of
HK$669 million, or 39.3%, to HK$2,372 million in 2003.
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EXECUTIVE DIRECTORS' REPORT (continued)

The Bank recorded a HK$13 million rebound in the value of its
investment properties, while an impairment loss of HK$114
million was made on its bank premises.

Share of profits less losses from associates increased by HK$80
million to HK$113 million, reflecting the improving performance

of associates.

With the increase in pre-tax profit and in the profits tax rate,
and the adoption of the revised accounting standard relating
to deferred taxation, taxation increased by 56.5% to HK$433
million. Minority interests decreased by HK$7 million to HK$19
million. After taking into account taxation and minority interests,
profit attributable to shareholders was HK$1,922 million, a
significant 51.3% increase over the HK$1,270 million recorded

in the previous year.

Financial Position

Total consolidated assets of the BEA Group were HK$198,476
million at the end of 2003, representing a rise of 7.0% from
HK$185,414 million at the end of the previous year. Advances
to customers decreased by 5.1% to HK$102,909 million, while
held-to-maturity debt securities increased by 274.6% to
HK$11,709 million.

Total deposits increased by 5.9% to HK$160,948 million, while
customer deposits increased by HK$ 13,759 million, or 9.7%,
to HK$155,421 million. Demand deposits and current accounts
grew by a combined HK$2,568 million, or 36.5%, to
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HK$9,613 million at year-end 2003, compared with HK$7,045
million at the previous year-end. Savings accounts increased by
HK$9,784 million to HK$37,553 million. Time deposits at year-
end 2003 stood at HK$108,254 million, an increase of
HK$ 1,406 million, or 1.3%, when compared with the balance
at the previous year-end.

During the year, BEA issued certificates of deposit with a face
value of HK$2,000 million, step up certificates of deposit with
a face value of US$50 million, and discounted certificates of
deposit totalling A$68 million and NZ$74 million. The Bank
redeemed certificates of deposit amounting to US$560 million
and HK$3,135 million upon maturity, and repurchased a
quantity of its own certificates of deposit amounting to HK$243
million equivalent.

In July 2003, the bank redeemed convertible bonds amounting
to US$15 million upon maturity.

At the end of December 2003, the face value of the outstanding
debt portfolio was HK$5,728 million, with the carrying amount
equal to HK$5,527 million.

After taking into account all debt instruments issued, the loan-
to-deposit ratio was 63.9%, being 7.4 percentage points lower
than the 71.3% reported at the end of 2002.

At 31st December, 2003, shareholders’ funds stood at
HK$20,102 million, an increase of HK$1,315 million or 7.0%,
compared with HK$18,787 million at the end of 2002.
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Maturity Profile of Debts Issued

As at 31st December, 2003
(All expressed in millions of dollars)

Total Year of Maturity
Currency Face Value 2004 2006 2007 2008

Floating Rate Certificates of Deposit

Issued in 2002 HKD 1,061 1,061

Issued in 2003 HKD 2,000 2,000

Total HKD 3,061 3,061
Fixed Rate Certificates of Deposit

Issued in 1999 HKD 100 100
Discounted Certificates of Deposit

Issued in 2002 HKD 447 447

Issued in 2002 usb 89 89

Issued in 2003 AUD 63 63

Issued in 2003 NzD 56 56
Step Up Certificates of Deposit

Issued in 2003 usb 49 49
Retail Callable Certificates of Deposit

Issued in 2002 HKD 395 395
Total Debts issued in HKD equivalent 5,728 3,161 1,097 1,088 382
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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 BEA.

Operations Review

Improvement to Operations
Strategic Alliances

In 2003, BEA established strategic alliances with five major
international banks, entering into formal Cooperative
Agreements with them. The five banks are: Resona Bank, Japan;
Unicredito Italiano, Italy; Hsinchu International Bank, Taiwan;
Shenzhen Commercial Bank, China; and Banco Popular Espafiol,
Spain. The agreements called for closer cooperation on all
business fronts, with a particular focus on China where BEA's
convenient branch network complements the growing activities
of the clients of the Bank's strategic partners. Looking ahead,
the Bank hopes to enter into similar cooperative arrangements
with partners in the U.K., Germany, France and the U.S.

Integration and Merger Exercise

On 26th May, 2003, East Asia Finance Company, Limited
("EAF") and East Asia Credit Company Limited (“EAC") merged
with The Bank of East Asia, Limited, following the passage of a
private ordinance by the Legislative Council in early 2003.
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Dr. David Li and Mr. Javier Valls Taberner, Chairman of
Banco Popular Espariol, exchange the Business
Cooperation Agreement at the signing ceremony.

T E BT+ E P T BIE R IR1T E M. Javier Valls
Tabemer REZEN L XMEBEIERHE-

The merger of the two companies will give the customers of
EAF and EAC access to the wider range of banking and financial
services offered by the BEA Group in Hong Kong and overseas.
The merger also allows BEA to enjoy greater economies of scale
and to operate more efficiently.

Office Centralisation

In 2003, the Bank acquired 15 floors, totalling 406,660 sq.ft.,
of the new intelligent office building Millennium City 5, which
is located in Kwun Tong. The building is currently under
construction and will be ready for occupation in the fourth
quarter of 2004. Most BEA back offices in Hong Kong will be
relocated to the new office tower before mid-2005.

The Bank has worked with the developer and appointed
consultants to apply the latest technology in the construction
and decoration of the new office tower, incorporating state-
of-the-art facilities to provide a superior working environment.
The advanced design has been recognised with the award of
the Business Environment Council’s “Certificate of Assessment
in Excellence for New Office Design”.

The project is expected to improve the Bank’s overall operating
efficiency and further facilitate its business development and
growth in the long term.

Relocating Back-Office Operations to Mainland China

In 2003, the Operating Centre at Guangzhou (East Asia
Electronic Data Processing (Guangzhou) Limited — “"EAEDP")
successfully took over four areas of back-office operations from
Head Office, including data entry, call centre operation,
computer programming and web-page design. In future, the
Bank will relocate more of its operations to EAEDP. EAEDP
currently has a workforce of around 160.
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Millennium City 5 intelligent office tower at Kwun
Tong — most BEA back office operations in Hong Kong
will move in to the new tower by mid-2005.
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In the area of data entry, EAEDP now handles credit card
applications, account opening, customer information
documentation, and Mandatory Provident Fund (“MPF")
document indexing and data maintenance.

EAEDP handles over 2,500 calls daily for the hotlines of Card
Services Department, China branches (general enquiry and
China Phonebanking hotlines) and eDistribution Department
(customer service hotline, ATM enquiry and Cyberbanking/
Corporate Cyberbanking hotlines).

The computer programming teams at EAEDP are handling nine
main programming development projects relating to Trade
Services, Central Liability, Securities Clearing, and Cyberbanking
Systems.

Meanwhile, the web page design team at EAEDP had completed
34 assignments by the end 2003.

Computer System Enhancements
Customer Relationship Management

BEA implemented Stage 3 of the Customer Relationship
Management System in 2003. The system enables the Bank to
analyse customer behaviour more effectively and better manage
the range of products offered. The system also assists the Bank
in retaining customers, acquiring new prospects, and bringing
innovative and customised products to market.

Core Banking System

In August 2003, BEA selected Alnova as the Bank's future core
banking system and entered into a contract with Accenture
covering implementation of the system. The Project Definition
and Planning (“PDP") phase, which aimed at defining the core
banking application capabilities from both a business and a
technical perspective, began in September 2003. Development
work will commence in the first quarter of 2004.
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Apart from the replacement of the Core Banking System, the
Bank will also continue to enhance the computer systems for
banking operations, to improve operational efficiency and
customer service. In 2004, the Bank will introduce the new
Treasury and Trade Services systems.

Personal Banking
Branch Distribution

BEA continues to refine the Bank’s image and to enhance the
overall ambience of branches through the branch renewal
programme. The modern design standard is built around a
spacious and pleasant banking hall, providing a comfortable
environment for sales staff to serve customers more effectively.
This new image has been well received by the public and more
branches will be renovated in accordance with the new standard
in the years to come.

Meanwhile, the Branch Rationalisation Programme is ongoing.
A total of three branches were relocated during the year, while
six others were closed and merged with nearby branches in
more suitable locations.

Following the successful launch of the first SupremeGold Centre
at Tsim Sha Tsui in December 2002, BEA opened an additional
12 SupremeGold Centres in 2003, bringing the total to 13 by
the end of the year. The Bank plans to open four additional
SupremeGold Centres in the first half of 2004.

In July 2003, BEA launched the Branch Service Quality
Programme, with a view to raising the service level at all
branches. Customer surveys indicate good progress is being
made.
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BEA launched the Branch Service Quality
Programme in mid-2003, with a view to
enhancing the service standard at all branches.
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£ BEA ksl

The Cyberbanking Card is also accepted at all ATMs.
AIEEEAR B BES#E [EFBERITRBER] -

Cyberbanking

The popularity of Internet banking services increased during
2003. More than 250,000 users had registered for Cyberbanking
by the end of the year, and the average daily transaction volume
exceeded 100,000.

A number of new services were launched in 2003, including
CyberShopping for e-commerce, Cyberbanking Card with ATM
functions, retail bonds and IPO online subscription services, and
Cybertrading for SupremeGold customers. BEA also pioneered
the provision of real-time fund transfers to BEA accounts in
China, and offered online subscription to currency and equity
linked deposits.

Property Loans

The property loan market suffered a severe slump in the first
half of 2003, as the outbreak of SARS in March further depressed
the already sluggish property market. Responding to the
deteriorating business environment and intensified competition,
BEA employed a segmented marketing strategy.

The SupremeGold Mortgage Plan, tailored for affluent
customers, was launched in April. Essentially a home mortgage
facility bundled with a deposit account, customers can deposit
surplus cash and earn interest at a rate equal to the mortgage
rate.

In the third quarter, the property market showed signs of
recovery, with a rise in property transactions. Capitalising on
this upswing, BEA cooperated with land developers to offer
mortgage plans for purchasers of various new property
developments.

The high level of new bankruptcy petitions and the number of
mortgages in negative equity both remained a concern.
Collection efforts were strengthened and debt restructuring was
arranged with customers with financial difficulties wherever
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possible. These efforts, coupled with the rebound in the
economy in the last quarter of 2003, contributed to a decline
in the number of new cases of bankruptcy and negative equity
since September. With respect to the management of loan
quality, BEA monitored the delinquency ratio at a better-than-
market level.

Consumer Loans

Following the introduction of a formal mechanism to share
consumer credit data in mid-2003, BEA launched a new Personal
Loan Programme targeting customers with specific loan
objectives and offering personalised interest rates based on a
client’s credit standing.

Credit Cards

BEA took several risk management initiatives during the year to
monitor the credit card charge off ratio effectively. The launch
of the consumer credit agency, coupled with the recent rebound
in the economy, should assist in further reducing the bad debt
situation.

To further develop its credit card business, BEA has enhanced
the range of benefits offered to cardholders. In 2003, one new
co-branded card programme, the Hong Kong Management
Association MasterCard, was launched.

Bancassurance

The Children Education Fund Sponsorship Programme was held
for a third year in May 2003. The contest received a great deal
of publicity and has been very effective in raising the profile of
BEA's bancassurance offerings.

In line with the Bank’s strategy of increasing fee-based income
and developing its life insurance business, rebranding of life
insurance products will be carried out in the first quarter of
2004. The BEA Life Insurance Series, with an enriched product
range, provides more options to meet customer needs.




EFRZERTRE

2003%F  BERTRENEAEFEE N EFEREEBB
250,000 A FEFEAAITNE TREIBITIRG - FHERRS
REERB100,0005 °

LIRS R2003FH L - BIEEFrE #ICyberShopping
BEHEPEERINEN B FRERITRE R - TEEHFRIMR
BERBRY  ARBABEERHBRFMENEFREREER
BR# o RIpIRITHAITN - RERHEAGESANEREZREIR
TRHATTIRPERES - WREINE KR EENIF R 25
BR7

BTRIBER

2003F3 ARFSFMBFHA - (EAT RSB HAE L FRE—H
TR MEZBERMSENE R RETE - WHHRB L
ERERABHMAERT - RERITHRINT 2 BHERE -

2003447 - ATHE TEREREL MR R IZB
Bl - ER-IERAFFIRPNETIRIBEEREHNE - EPAFAR
SRS - RESRIZIBE RF RRIAE -

BIREIFHIRERDR - WEKZ LT - RBRITIEET R
B - B BEREAERZEZNMERRIEE NERREMRR
BEtEl -

MRBERFERREEERBEASRDRESET - £178
DR THEAI RGRE TR - SRR AL EH B BN E P LA
BEM - ZF TIERIS TR I1_E20035FF4FRLERE - £8

IAMARMIEREME BEFZREE T - ENERRE
- RERITERSOER L ERMISAE - A1TH é’%‘ﬂz%%lﬁ
ZHBBIERLE -

MAERK

BEE2003F FHRIEA S| ARFEEEMBENKSIR - RER1ITA
BRAIERENZEPHEL 2NN EAERE] - YRERP
MEREERRSERFEAMEOTE - DA EMBEE -

FRFE®

FA - RERITERR T B TRARE R - BROEHIER R
fRE - ANHBEEEAREN L - I BABEERE - =8
TEARIER A B — k= -

AN - RE— P ERERRER  RERITAEAREPRHEE
LEZEE - 2003F  NMTHELT 2N [BEEREXHEEE
=R E R -

RITRER
AFTFE2003F5 ARIT T EIENEEL ORI HEES AR

g EREBREIFERI AARRT [ZORIERETSH
HAE -

BRASITIEINEBRARERASRBEEHRE - RTBER
2004FENEE Hﬁ/\—fﬁﬁxﬁu@%ﬁ@%n C SRERITAFR
BATNEREETLE  RUHFZEELUNREREFHNEE -

REMITAR DA 2003 F F 31



EXECUTIVE DIRECTORS' REPORT (continued)

i

.

Blue Cross Insurance

As a leader in travel insurance, Blue Cross was the first insurer
in Hong Kong to provide extra SARS coverage to travellers.

In January 2003, BEA introduced an Intelligent Insurance
Machine that allows travellers to purchase Blue Cross China
Travel Accident Insurance as they are waiting to board transport
to China. The Intelligent Insurance Machine won two major
awards for innovation: “Innovative Technology of Year 2002"
from the Asia Pacific Customer Service Consortium and “2003
Hong Kong Award for Services: Innovation Award” from the
Hong Kong General Chamber of Commerce.

Blue Cross deployed a new managed healthcare system for
enrolment and claim processing. One of the features of the
new system is an advanced medical directory that provides easy
and convenient access to a wide range of useful information
for insured members.

In March 2003, Blue Cross established a representative office in
Shanghai. The office is currently exploring business opportunities
in anticipation of the liberalisation of the mainland insurance
market under CEPA.

Blue Cross recorded a growth of 18% in premium income to
HK$713 million in 2003. Life insurance business grew at a rate
of 66%, and non-life insurance at 5%.

Corporate Banking
Corporate Lending

Amid the prevailing low interest rate environment, the Bank
has taken a pro-active approach to expand its exposure to high
quality medium-sized companies by arranging club deals or
providing structured facilities on a bilateral basis. This has
allowed the Bank to maintain growth in clientele and income
base.
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Introduced in January 2003, Blue Cross’ Intelligent Insurance Machine
won the “2003 Hong Kong Award for Services — Innovation Award”
from the Hong Kong General Chamber of Commerce.
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Despite weak loan demand, the Bank upheld its strong market
presence during the year. In particular, the Bank was awarded
the mandate to co-arrange a number of syndicated facilities,
including a US$75 million facility for Asia Aluminum Holdings
Limited and a HK$300 million facility for Leo Paper Bags
Manufacturing Limited. In addition, to mitigate narrowing
interest margins, BEA has placed new emphasis on non-interest
income by taking up the roles of arranger, facility agent and
security agent for several syndicated deals.

Looking ahead, BEA will continue to broaden its client base
and increase regional exposure.

The gloomy economic conditions and the outbreak of SARS
during the first half of 2003 had a severe negative impact on
trade finance business in Hong Kong. In response, BEA adopted
more flexible credit policies for affected corporate customers.
Since July, the economy has gradually recovered. To meet
customers’ changing financing needs, an Export Loan Financing
scheme was launched to provide working capital finance. Market
response was encouraging, and the product has made a
significant contribution to the growth of the Bank’s export loan
business. The Bank also actively participated in the Accounts
Receivable Financing programme under the SME Loan
Guarantee Scheme. Another new product, Matching Facilities,
will be launched at the beginning of 2004 to assist customers
with their business expansion plans. The Bank will continue to
explore and promote new products to corporate customers,
and seek niche markets with potential for better returns.

The Bank continued to participate actively in promoting and
underwriting loans under the revised government SME Loan
Guarantee Scheme. The result was encouraging, with an
expanding number of SMEs adopting the scheme to improve
their financial resources and enhance their productivity and
competitiveness. The Bank was also the first to launch a
Corporate Tax Loan directed at SME customers.
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Asset Based Finance

BEA remained a key player in the taxi lending market, and
achieved significant business growth in the second half of 2003
as the value of taxi licences saw a quick rebound after the SARS
crisis. Performance in the private car and commercial vehicle
loan business was encouraging, with a year-on-year 34% jump
in new business.

The equipment finance portfolio recorded double-digit growth
in the year. In addition to an ongoing effort to build business
partnerships with machine dealers and participation in the
government’s SME Loan Guarantee Scheme, the Asset Based
Finance Department has extended its reach to the retail segment
by offering loan services to members of the Hong Kong Article
Numbering Association.

Securities Lending

With the recovery of the local securities market in the fourth
quarter, BEA has actively participated in stagging loan business
for subscription of new shares under initial public offerings. An
improvement in loans outstanding has been achieved. BEA also
successfully completed four receiving bank projects.

Bank of East Asia (Trustees) Limited
Mandatory Provident Fund

Bank of East Asia (Trustees) Limited is one of two approved
trustees under the Mandatory Provident Fund (“MPF”) Schemes
Ordinance to offer both the Master Trust Scheme and Industry
Scheme in Hong Kong. By providing professional one-stop MPF
services, covering trustee, scheme administration, custody and
investment management services, BEA recorded a growth of
18% in its MPF membership in 2003, despite the sluggish
economy and high unemployment rate. With the rebound of
the global economy, all constituent funds of BEA MPF schemes
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The Bank remains a key player in the
local taxi loan market.

RDRARABNTERTIENEE
72—

recorded positive investment returns in 2003. In order to further
lower costs and increase the efficiency of MPF operations, BEA
relocated some MPF administration functions to China during
2003.

Trust Service

In addition to the provision of MPF services, Bank of East Asia
(Trustees) Limited also offers a wide range of trustee services,
including acting as executor or trustee of wills, trustee of family
trusts, investment funds, unit trusts, charities and public funds.
In 2003, the Company was appointed as trustee to BEA Capital
Growth Fund, an Approved Pooled Investment Fund launched
by the Bank. A sub-fund, BEA Asia Strategic Growth Fund, was
successfully launched for public subscription in September 2003.
During the year, the Company provided custodian services for
the maintenance funds of various estates under the Tenants
Purchase Scheme of the Hong Kong Housing Authority.

Corporate Cyberbanking

The use of electronic banking services by corporate users
exhibited a rising trend in 2003, both in terms of number of
customers and number of transactions. At the end of 2003,
over 9,300 corporate customers had registered with the Bank'’s
Corporate Cyberbanking service, representing a net increase of
5,700 customers, or 156%, compared to the end of 2002. In
addition, the number of transactions conducted through
Corporate Cyberbanking has grown significantly.

An innovative real-time Funds Transfer to China service was
introduced in May 2003. This new service enables customers
to conduct real-time funds transfer from local BEA accounts to
BEA accounts in China through the Corporate Cyberbanking
platform.
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Business Development

BEA has deepened its strategic alliances with The Chinese
Manufacturers’ Association of Hong Kong and Hong Kong Trade
Development Council, assisting local enterprises to expand their
business in Hong Kong and the Mainland. In December, the
Bank formed a collaborative relationship with The Hong Kong
Article Numbering Association to offer a host of privileged
corporate banking services to the Association’s members.

BEA organised a forum — “Sharing of Success in China” —in
June 2003 to enhance its relationships with corporate customers.
Three renowned business leaders were invited to share their
success stories in China at the forum.

To help both existing and prospective customers to take full
advantage of business opportunities under CEPA, the Bank,
together with its subsidiary, Tricor Services Limited, is promoting
a one-stop financial and corporate service package.

The Bank also participated in various seminars and exhibitions,
such as the SME Market Day and the CEPA Expo, organised by
the Trade Development Council.

In September 2003, BEA partnered with E-Business Technology
Institute, a joint effort between the University of Hong Kong
and IBM China/Hong Kong Limited to facilitate local
e-commerce, to launch the e-Donation Box campaign. The
e-Donation Box is an Internet payment solution that facilitates
making donations to local charities on line. To date, BEA has
secured the participation of over 10 local charities in the
e-Donation Box programme.
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Renowned business leaders at BEA Forum —
sharing their successful experiences in China
with BEA's corporate customers.
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Investment Banking and Services

East Asia Securities Company Limited - Securities
Cybertrading

The number of Cybertrading accounts grew by 33% during
the year. As of 31st December, 2003, more than 37% of
securities clients had subscribed to the Internet Trading Service.

Following the abolition of the minimum brokerage commission
rate effective April 2003, East Asia Securities has accordingly
lowered its standard brokerage commission rate for telephone
call-in orders and orders placed over the counter.

East Asia Securities has instituted various incentive schemes to
encourage clients to execute trades via its user-friendly electronic
trading platform. The schemes have generated strong positive
response from clients. Currently, the volume of transactions
executed via the Cybertrading System, expressed as a percentage
of total turnover, accounts for some 62% of number of trades
and 39% of transaction value.

With a view to further enhancing the Cybertrading Service, in
March 2004, East Asia Securities will introduce the “Snapshot”
real-time stock price quote service over the Internet. The
snapshot price quote system offers a similar level of service to
the existing “streaming” real-time stock price quotes service,
but at a much lower cost. East Asia Securities will also further
enhance its IVRS Trading System in the first half of 2004.

Currency/Indices/Equity Linked Deposit Services

With a view to further extending its wealth management
services, the Bank launched a Currency and Equity Linked
Deposit service through its Cyberbanking platform in September
2003.




Cybertrading allows securities customers to trade
stocks efficiently and securely over the Internet.
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In response to the current low
interest rate environment,
BEA has developed a range of
sophisticated investment
products tailored to
customers’ investment needs.
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Tricar Services Limited

Tricor's head office
at BEA Harbour View
Centre in Wanchai.
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To cater to the increasing demand for sophisticated investment
products under the current low interest rate environment, in
the fourth quarter of 2003 the Bank began offering tailor-made
linked deposits, such as the principal protected Target
Redemption Index Linked Deposit and Stock Basket Equity
Linked Deposit.

In 2003, the portfolio of linked deposits has grown nearly three-
fold, and the related income nearly six-fold, compared with last
year.

Business, Corporate and Investor Services

The BEA Group, through Group member Tricor Holdings Limited
(“Tricor”), is the largest provider of business, corporate and
investor services in Hong Kong. These services include share
registration, corporate secretarial, trust and outsourced
administration services. Tricor, which is 75% owned by the Bank,
has built its business through the acquisition of leading service
providers from major international accounting firms.

During the first half of the year, Tricor experienced a decline in
servicing inward investment into Hong Kong/Greater China due
to the challenges arising from the war in Irag, the SARS outbreak
and the unfavourable economic climate. In addition, some clients
postponed initial public offerings in Hong Kong, and there was
general pressure on fees from clients. With these incidents now
in the past, Tricor’s service lines started to pick up in the fourth
quarter of the year.

To rationalise its operating structure, the BEA Group sold its
offshore corporate services entity located in the British Virgin
Islands (“BVI"), East Asia Corporate Services (BVI) Limited
("EACS"), to Tricor in late 2003. Thus, Tricor now offers a full
range of offshore corporate services to complement its domestic
practice. EACS employs legally qualified and experienced staff
in the BVI, who are assisted by Tricor staff in Hong Kong.
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The Bank is at the
forefront of foreign
banks providing
RMB services on
the Mainland.
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In addition, Tricor established an executive recruitment business
in late 2003 by hiring practice leaders of the former
PricewaterhouseCoopers Executive Search and Selection division
in Hong Kong. The new business has good growth prospects
as the economy recovers.

Tricor has successfully maintained its market leading position.
Of all companies newly listed in Hong Kong in 2003, 55% chose
Tricor to provide public share registration services. The recent
signing of CEPA further enhances Tricor's prospects.

China Division

During 2003, BEA emerged as the foreign bank with the largest
branch network in China, with the opening of Beijing Branch,
Guangzhou Huanshilu Sub-branch and Shanghai Gubei Sub-
branch. Further expansion is planned for 2004, with the opening
of Chengdu Branch and Shenzhen Luohu Sub-branch.

BEA Guangzhou and Zhuhai branches were granted Renminbi
business licenses during 2003, joining BEA Shanghai, Shenzhen
and Dalian branches to provide Renminbi banking services to
foreigners and foreign-owned companies in China. With the
further liberalisation of China’s banking sector, all five branches
have lodged applications to conduct RMB business with wholly
locally-owned companies. In February 2004, Shanghai Branch
was among the first batch of foreign banks in China accredited
to provide RMB service to locally-owned companies.

As all BEA branches in China have been granted the authority
to provide foreign currency services to all clients from 2003, a
series of new personal banking products have been launched,
including SupremeGold and Kid Master. BEA will strive to remain
at the forefront of the market, and introduce innovative banking
products to maintain its leading role in China.




WITEEFHRSEE (B)

FEEAMRERHRIET - FPHZTIENREERFTRARR
o RIARPEE - ATR2003F E4ZEFMIAIRHE & 7T EH B
WER - MBERAEEN B REBIEEENEFH K IR 78
WIFR -

20034 - HNFREIREES BERY LFEIEREA3ME - M
MRRRA BB RET6E - RES AERSE -

K EERREERS

% B 8 Tricor Holdings Limited ([£££]) - I EITEBA
REEEE - CERREERBITENSALIER - ZERBE
FEROER - ARWME - FERRIMABEERE - KITIEEEE
75% g - MEEDBRE F ZEB S AT A S REH
JRE P T A2 S HL SR K EETS o

2003%F LR - AREFEFMIEMEHAIREE - 1 LEOBR
FEAN - At S FEERIERER AT ERRERRHOSE
RIS L - ZBWABED © SN AN EPINEEERER L
mEtE - BB 2 EEREREPNRETEE —ENEN -
BEE DML EMIRE AR - SENEAE2003FE4FEMNE LD
Fo

AIEMEERE - RORITEEN2003FFK - MEFEHERM
R Z B S B F ¥ AR5 A RlEast Asia Corporate Services
(BVI) Limited ([EACS]) » Eitt - S{ERIF A ARH 2 EABRIFEE
BR7E - LABR & R AHE 7 E RIS « EACSHER AZEERAL
REENBE N EESEEABBENHKY  REARGERF
REFE - RS REARR -

o - EEFRBRERRES
BB A BB NS
PEETTIA B EEEEPIRT &
BA - R2003FFEMIL T
BRITIRA B IBEEET o BEZ LB R -
R ZENEBOR R B ARENEER -

EERDRFEETISEGM - PIER2003FETEN LHHA
Al - 55%E A ER M 2 AR BACIRTS - ML HZRATCEPA
TE— S E S ENEB R RERLEE -

GIEESTL
RIpIRITH2003F R TAERATT « BMRMEXITR HEHiL
XATIER - BRI D TR RBERRISNEIRTT  ATT5HE1702004
FRBRKEDITRRINEN AT - E—FRRAMER

2003F R - RGMITEMFIKEDITREERARKELER -
BRI LE - RIIRKEN DT - BINEAMINERE B
ARBIRITIRTS - BEZMHIRITEE RN - BlisMA1TE R
HERFEBARERBERZEAMEE - P DE51TE12004F
2 AR RBINE LA AR A 1 IR A R IRIS SN E IRTT
Z—o

R PTE R RITZ A 51T B2003F BB EMFTE & Pzt
SNEERRTS - AT — RO 2N EARTRBESR - £
EIRERAEANERIRP IR - RERTHEHNIZ
MEAAR - W AR Z AR BHIRITER - NERR AN E R
1T B e -

RE|TAMR AT 2003 F F #H 39



EXECUTIVE DIRECTORS' REPORT (continued)

The new headquarters of The Bank of East Asia
(U.S.A)) N.A. at Canal Street, New York City.
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Overseas Operations

In 2003, the BEA Group achieved several major milestones in
expanding its operations in the United States. The Group’s wholly
owned subsidiary, The Bank of East Asia (U.S.A.) N.A. took the
first steps toward multi-state operations by relocating its
headquarters from Alhambra, California to New York City, and
opening its first branch in New York on 5th December. Earlier
in the year, it opened a branch in Temple City, its third in the
greater Los Angeles area. Plans are under way to open additional
branches in New York and California in 2004. To manage the
expanding U.S. operations more effectively, the BEA Group also
established a U.S. Regional Headquarters in New York City.

The overseas business units recorded a growth of 9% in the
loan portfolio in 2003. Despite the low interest rate environment
and narrowed interest margins, overseas business units achieved
growth of 15% in net operating profit before provisions for the
year ended 31st December, 2003. The risk distribution of the
overseas loan portfolio on a geographical basis remains fairly
balanced.

BEA's overseas business units will continue to work to improve
profitability and provide high quality niche banking services to
its target customers.

Dealings in Listed Securities of the Bank

Human Resources
BEA Group staff at 31st December, 2003:

Hong Kong 4,139
Other Greater China 943
Overseas 386
Total 5,468

Throughout 2003, efforts were focussed on monitoring and
improving the standardised personnel policies that had been
implemented the previous year. To further enhance
organisational effectiveness, a new Management Performance
System, integrating individual and corporate objectives, was
introduced.

A series of new training courses covering enhanced financial
products, regulatory compliance and risk management were
held during the year. Furthermore, the training records system
was upgraded to form a more solid basis for tracking staff
competencies and to facilitate staff development planning.

The outbreak of SARS in late March severely tested the Bank’s
employee care and support policy, and the system proved to
be highly robust.

During the year, the Bank fully redeemed the Convertible Bonds due 2003 (the “Bonds”) in the amount of HK$119,621,000
(US$15,340,000) upon maturity pursuant to the terms and conditions of the Bonds. Save for the redemption of the Convertible
Bonds, there was no purchase, sale or redemption by the Bank, or any of its subsidiaries, of listed securities of the Bank during the

year ended 31st December, 2003.

CHAN Kay-cheung

Executive Director Executive Director

Hong Kong, 10th February, 2004
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Joseph PANG Yuk-wing

David LI Kwok-po
Chairman & Chief Executive
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