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Mr. FANG HONGGUANG

Vice Chairman and Chief Executive

In the year of 2018, the recovery process of the global economy
arrived at a turning point. Under the effects of such factors as the
China-US trade friction, the rise of corporate debt problems, and the
normalisation of interest rates in the major economies, the economic
operation of the countries gradually adapted to a trend of steady
development with uncertainty and slight optimistic sentiments,
while the pressure on the banking industry was yet to be mitigated,
and financial risks were on the rise. Facing the complicated and
changing operating environment, the Group deeply developed
its core business, cultivated the “professional NCB” cross-border
business, set the “efficient NCB” market-leading standard, created
the “valuable NCB” to bring maximum returns to its shareholders.
[t managed to maintain a steady growth in overall performance
and make steady progress in business development under the
business strategies of scale expansion, profit growth, customer
base expansion, enhanced risk control, reinforced management and
strengthened construction.
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(resigned effective from 1 January 2019)
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As at the end of December 2018, the Group recorded HK$4,645
million of operating profit, up by 21.46% year on year. Net interest
income increased by 11.21% from prior year to HK$6,666 million,
and non-interest income amounted to HK$2,519 million, up by
52.34% over prior year. Profit after tax increased by 22.15% year
on year to HK$3,978 million. After considering the tax deduction
of distribution payment for additional equity instruments, average
return on capital and return on assets stood at 7.91% and 0.78%,
increasing by 0.49 percentage point and increasing by 0.01
percentage point year on year, respectively. Net interest margin
increased by 0.09 percentage point over prior year to 1.66%.

Facing an external environment with greater uncertainties, we
focused on developing the core business, strengthened intra-group
synergetic operation and devoted ourselves to high-quality and
steady development, resulting in our overall scale steadily expanding.
As at the end of December 2018, the Group saw its total asset
rising by 7.12% year on year to HK$466,022 million, deposits
up by 5.77% to HK$344,205 million and loans up by 8.41% to
HK$254,993 million as compared with the levels as at the end of
prior year. Instead of expanding asset scale, we prioritized sound
operation and value enhancement. As at the end of December 2018,
the classified or impaired loan ratio of the Group stood at 0.63%,
indicating high quality of our assets.

During the year, we continued to exert synergy between NCB and
our parent company, China Cinda. As the leader of Cinda Group's
financial services segment, we constantly improved our collaboration
model to provide our customers with professional services.
Leveraging the agreeable collaborative relation with the subsidiaries
of Cinda Group as well as the referral of China Cinda and the
concerted actions with its subsidiaries, e.g. jointly developing new
customers, such as the reputed companies, state-owned enterprises
and emerging private enterprises in Mainland China, we actively
explored cross-border business opportunities. On the other hand,
the “Cinda Wealth Center” organized by Cinda Group and led by
NBC (China) was officially launched in June 2018, and has become
a strategic cornerstone for the Group to integrate retail resources,
forge its wealth management brands and achieve customer sharing.
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We are committed to providing quality financial management
services to our retail customers, during the year, we made great
efforts to maintain good relationship with them. Through a series
of promotion activities such as “NCB Wealth Management Member
Concert” (PR EFEREE) ) and “Large-scale Seminars
for NCB customers”, we aimed to enhance the sense of belonging
of our customers. At the same time, with the featured products,
we strive to provide better returns to our customers and continue
to expand our customer base. As at the end of December 2018,
wealth management members of our brand hierarchies increased
by 25% over the end of prior year, which also witnessed a quality
improvement. Under the operation guideline of “Unique Services
for Mainland China and Hong Kong”, we strove to provide better
cross-border business to our customers. During the year, through
the “100 Salesman Scheme” aiming at Mainland-Hong Kong
mutual referral of cross-border customers, we created loans and
wealth management business opportunities for our customers while
maintaining stable deposits in our outlets in both the Mainland and
Hong Kong, which contributed to business improvement across
the Group. In particular, during the year, the Group allocated more
resources to develop its “Mainland Property Refinancing Services”, a
cross-border financing product which was unique to the market, in
cooperation with Cinda Fujian Branch and with the support of such
organisations as Fujian Chamber of Commerce, Fujianese Association
and Hong Kong Federation of Fujian Associations, aiming to take
advantage of the opportunities arising from the development of
Guangdong-Hong Kong-Macao Greater Bay Area and facilitate
the development of NCB's cross-border business. At the Banking
& Finance Awards 2018 organized by Sky Post, NCB won another
“Excellence Award for Cross-border Financial Services” and was
highly recognized by the society and the financial industry. NCB
actively promoted the Fintech development to offer new-era banking
services, aiming to provide its customers with round-the-clock instant
e-transfer services with the introduction of its "“Faster Payment
System”, which increased the speed and convenience in wealth
management and fund transfer.
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In addition, facing the increasingly tightening regulation, the Group
continued to optimize its risk management policies and systems
while conducting credit risk analysis and assessment with due
prudence and reinforcing its asset quality monitoring mechanism.
As at the end of December 2018, classified loan ratio of the Group
stood at 0.63%, indicating a sound and stable asset quality.

With respect to anti-money laundering, the Group kept improving
and updating the systems related to anti-money laundering, counter-
terrorism financing and deception-investigations while complying
with regulations and guidelines of regulatory authorities in both the
Mainland and Hong Kong, conducted compliance examinations,
and identified and detected doubtful and abnormal transactions by
capitalizing on anti-money laundering whistleblowing mechanism,
effectively implementing risk control on anti-money laundering and
counter-terrorism financing.

Heading into 2019, the global economy is expected to slow down its
paces and uncertainty in geopolitical events will remain in existence.
The financial regulation over the banking industry will continue to
tighten up, and the business scale of major banks will maintain
a steady growth, with a steady increase in their profits, adhering
to the basic tone of steady development. The Group will further
enhance its professional capabilities, consolidate its professional
brands, upgrade its business guidelines and give full play to its
competitive advantages while promoting its “customer-oriented”
strategy, exploiting market resources, and working hard to achieve
the maximum value of professional operation with efficiency.
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