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During 2004, positive external economic factors and supportive

Central Government’s policies towards Hong Kong facilitated

the steady recovery of our economy. Your Bank also achieved

further improved results, with consolidated net profit for the year

2004, after making provision for taxation, rising by 20.1% from

HK$858,804,000 in 2003 to HK$1,031,685,000.  The level of

profits is the highest we have ever achieved.  Earnings per share

was HK$4.44.  The Board proposes the payment of a final dividend

of HK$1.98 per share which, together with the interim dividend of

HK$0.48 per share already paid in September 2004, make a total

dividend for the year 2004 of HK$2.46 per share, representing a

growth of 39.8% over 2003.

Return on average assets and return on average equity were 1.49%

and 11.36% respectively.  The capital adequacy ratio as at 31

December 2004 and the average liquidity ratio for the year were

20.5% and 53.4% respectively.

As at 31 December 2004, total deposits increased by 3.5% to

HK$53,195,730,000, while advances to customers went up by

6.4% to HK$31,143,988,000.  Consolidated total assets amounted

to HK$71,046,513,000, a 4.8% increase over 2003.

In the banking scene, interest rate spreads further narrowed as a

result of weak loan demand and severe pricing competition. The

Bank’s net interest income from traditional lending business was

still contracting, but this was compensated by appreciable growth

in non-interest income, which constitutes an increasingly significant

component of the Bank’s overall profit.

Income from wealth management initiatives grew, commensurate

with our projection; while our securities brokerage business also

registered good growth in a bullish market.  Our insurance operation,

however, recorded a mild decrease in income as underwriting

business slowed down after two successive years of rapid growth.
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As we enter 2005, we are cautiously optimistic about the future of

Hong Kong which saw the restoration of public confidence in the

local economy and the improved market sentiment.  We have laid

down a comprehensive long-term business growth strategy to

expand non-interest income business services such as wealth

management, credit card, securities and insurance, and to actively

promote personal and consumer loan business for higher returns.

The use of different types of automated services through computer

systems and  Internet has become more popular and widespread

in recent years.  After completing the new teller platform project,

the Information Technology Department will place continuous

efforts on improving system application, in product development

and risk management. We have budgeted extra resources for

the coming years for computer infrastructure enhancement to

strengthen interest rate risk, liquidity risk, credit risk and foreign

exchange risk management in compliance with requirements of

New Capital Accord (Basel II).

Hong Kong’s economy gradually improved in 2004, with gross

domestic product (GDP) at its highest for the past four years,

indicating that economic activities have picked up from the nadir

at the time of SARS outbreak in 2003.  The unemployment rate

dropped, and the deflationary period lasting six years has come to

an end.  In the meantime, cases of negative equity have consistently

declined resulting from the vibrant property market.  Looking

forward, the China factor will continue to add much dynamics to

the local economy.  We see particularly more intertwined trade

and communications relations with the Mainland after the

implementation of the Closer Economic Partnership Arrangement

(CEPA).  The expansion of “individual traveler scheme” has

delivered lots of business opportunities to the retail and tourism

industries, and this in turn has given a fresh impetus to our

economic vitality.
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Hong Kong’s past economic model no longer meets the long-term

challenges ahead, thus it is necessary to take a new path for

sustainable development.  As 2005 begins, there are some worries

about whether the US economy could maintain its growth in the

face of fiscal and trade deficits, and the uncertainty regarding

continued macro economic adjustment and control measures in

China.  It is indeed of great concern to the people of Hong Kong

whether the local economic recovery can sustain its momentum,

whether further economic synergy with Mainland China will be

realised, and whether our city’s economic transformation will

succeed.

For the past 11 consecutive years, Hong Kong has been rated as

the world’s freest economy.  Possessing such strengths and

advantages over other cities in the region, such as a huge hinterland

including the Pearl River Delta area, free flow of capital and

information, and sound legal system, Hong Kong, with concerted

efforts, should be able to capitalise on its comparative advantages

for continued prosperity.

Your former director Mr Stephen Tze-tung HO, joining the Bank

as a director in 1988 and resigning in early 2004, passed away on

28 July 2004.  I wish to record here on behalf of the Board our

gratitude to Mr HO for his invaluable service and wise counsel

during the period of his service.

Your director Mr Norman Nai-pang LEUNG was awarded an

Honorary Doctor of Laws in November 2004 by City University

of Hong Kong, in recognition of his outstanding contribution to

the development of higher education in Hong Kong and to public

service.  On behalf of the management and staff, I wish to express

my heartiest congratulations to Dr LEUNG.

Your director Mr Kee-choe NG, a veteran banker, will not stand

for re-election when he retires as a director of the Bank by rotation
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at the Annual General Meeting on 23 April 2005.  On behalf of the

Board, I would like to express our gratitude to Mr NG for his

invaluable guidance and support during the period of his service.

To commemorate the 70th anniversary of the Bank, Wing Lung

Bank Foundation Limited made a total donation of HK$4,500,000

last year, out of which HK$2,500,000 was for Hong Kong St. John

Ambulance Brigade to purchase two late model well-equipped

ambulances to meet the increasing public demand for emergency

services.  The Foundation sponsored HK$1,000,000 each to the

“Writers in Residence Programme” and “Visual Arts and Literature

Programme” respectively organised by Lingnan University and

Hong Kong Baptist University.

On behalf of the Board, I would like to take this opportunity to

express our gratitude to all our customers, shareholders, friends

and fellow bankers for their continued support and guidance, to

Dr Yee-sun WU, our Founder and Dr Jieh-yee WU, our Emeritus

Chairman, for their wise counsel and to the management and

entire staff for their ongoing dedicated service.

Michael Po-ko WU

Chairman

23 February 2005
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Ambulance donation to Hong Kong St. John Ambulance Brigade.


