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The local economy has shifted into a rising mode.  Deflation, which has plagued the territory for
years, can be expected to be behind us in a few months.  Gross domestic product for this year
has been forecasted to grow up to 7 percent.  Although US interest rates have just started to rise,
the American presidential election towards the end of this year will have its impact on the
international political landscape for the next four years.  In the light of Hong Kong’s sound foundation
and network of global trading partners, not to mention a more stable development of the economy
facilitated by mainland China’s macroadjustment policy, the local economy stands to benefit even
more from plans to foster closer cooperation in the Pan Pearl River Delta area (comprising nine
provinces and two Special Administrative Regions).  Such plans will pave the road for a brighter
future with huge potential for business opportunities.

The recovery of the economy will help the local government to gradually reduce its fiscal deficit.
The recent successful issues of the retail bonds which are backed by the revenues from five
tunnels and the Lantau Link owned by the government and of the HK$20 billion government
bonds, as well as such proposals as those for the merger of the Kowloon-Canton Railway
Corporation and the MTR Corporation and for the listing of the Airport Authority that are in the
pipeline, are all beneficial to the government’s finances.  The goal to cut the fiscal deficit can thus
be expected to be achieved sooner.  Large public infrastructural projects have continued to be
implemented.  The Hong Kong Disneyland will commence business next year, while all the major
enterprises concerned have climbed on the bandwagon to expand their operations.  All these are
conducive to lowering the unemployment rate.  It is expected that the current robust market
condition will continue.

Your board appointed Mr Kevin Wai Hung Chu, Senior Manager heading the Bank’s Corporate
and Commercial Banking Department, an Executive Director on 1 June 2004.  I, on behalf of your
board, would like to welcome Mr Chu as a new board member to join us in charting the development
of the Bank.

We will continue to stride forward by devoting our efforts to both the development of our
comprehensive array of business lines and the sharpening of our competitive advantage.

BOARD  OF  DIRECTORS

As at the date of this report (namely, 17 August 2004), the Executive Directors of the Bank are
Mr Liu Lit Man (Executive Chairman), Mr Liu Lit Mo (Vice Chairman), Mr Liu Lit Chi (Managing
Director & Chief Executive Officer), Mr Don Tit Shing Liu (Executive Director & Deputy Chief
Executive Officer), Mr Dominic Bing Hoi Lam, Mr Wilfred Chun Ning Liu, Mr Lau Wai Man,
Mr Frank Shui Sang Jin and Mr Kevin Wai Hung Chu; the Non-executive Directors are
Dr Robin Yau Hing Chan, Mr Liu Guoyuan, Mr Toshiaki Arai, Mr Andrew Liu, Mr Sun Jiakang and
Mr Chr istopher Kwun Shing Liu; and the Independent Non-executive Directors are
Mr Peter Alan Lee Vine, Mr Timothy George Freshwater, Mr Wanchai Chiranakhorn and
Mr Alfred Cheuk Yu Chow.

By Order of the Board
Liu Lit Man
Executive Chairman
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