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“ Based on our well-developed, rational
branch network and well-respected
reputation, we will continue to develop
our domestic retail banking business and
build our consumer franchise. ”

Dr. The Hon. David LI Kwok-po,
Chairman and Chief Executive
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Chairman’s Statement

| am pleased to inform shareholders that Tan Sri Dr. Khoo Kay-peng, Mr. Thomas Kwok Ping-
kwong and Mr. Richard Li Tzar-kai, were appointed Non-executive Directors of The Bank of East
Asia (“BEA”) in October 2001. Dr. Khoo is Chairman and Group Chief Executive of MUl Group
of Companies, Mr. Thomas Kwok is Vice Chairman and Managing Director of Sun Hung Kai
Properties Limited and Mr. Richard Li is Chairman and Chief Executive of Pacific Century
CyberWorks Limited. | am confident that the valuable contribution of these gentlemen will lead
to the further success of BEA.

In 2001, the BEA Group achieved profit attributable to shareholders of HK$1,600 million, which
represents a decrease of HK$287 million, or 15.2%, over the 2000 figure of HK$1,887 million.
Basic earnings per share were HK$1.12. Return on average assets and return on average equity
were 0.9% and 9.7% respectively.

As at 31st December, 2001, total consolidated assets were HK$181,765 million, of which
59.5%, or HK$108,175 million, were advances to customers. Customer deposits were
HK$140,817 million, while debt instruments issued stood at HK$8,902 million. The loan to
deposit ratio was 72.3%, compared with 69.7% at the end of last year. Total capital resources
increased by 12.2% to HK$22,538 million.

At the Annual General Meeting to be held on Tuesday, 26th March, 2002, the Directors will
propose a final dividend of HK$0.33 per share which, together with the interim dividend of
HK$0.21 per share paid in September 2001, will constitute a total dividend of HK$0.54 per share
for the full year. This represents a decrease of 16.9% over the total dividend of HK$0.65 per
share for the year 2000 (Note).
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continved) Chairman’s Statement

The year 2001 was a difficult one for the Hong Kong banking industry. Margins were squeezed
owing to sluggish loan demand and strong competition, and the 11th September terrorist
attacks aggravated an already difficult trading environment. The operating outlook for 2002
remains weak, and most businesses have adopted a cautious attitude. Credit growth will
continue sluggish, maintaining the current pressure on pricing. In order to gain competitive
advantage, banks will step up the pace of innovation and introduction of new products. Further
consolidation within the industry is possible, as banks look to achieve greater economies of scale.

In the face of these external challenges, our Bank is strengthening its position as one of the most
respected financial institutions in Hong Kong. BEA's achievements continue to garner international
attention. Among other distinctions, during 2001 the Bank was named Best Retail Bank in the
Omega Outstanding Technology and Financial Enterprise Awards, and was awarded 2001 Best
Retail Bank for Hong Kong in the Asian Banker Excellence in Retail Financial Service Award 2001.

As a leading bank in Hong Kong serving the Hong Kong, the Mainland China and Overseas
Chinese communities, we continue to build for the future and strengthen our franchise in Hong
Kong, the Mainland and international markets through strategic acquisitions and organic
growth. In March 2001, BEA completed the previously announced acquisition of FPB Bank
Holding Company Limited, the holding company of First Pacific Bank. In August 2001, United
Chinese Bank Limited was formally merged with BEA, after having operated as a subsidiary for
the preceding six years. Also in August 2001, BEA acquired Grand National Bank in the U.S.
Legal merger with First Pacific Bank will take effect from 1st April, 2002. The work of integrating
First Pacific Bank with the Bank is progressing well, achieving the expected synergies and
building value for shareholders.

Based on our well-developed, rational branch network and well-respected reputation, we will
continue to develop our domestic retail banking business and build our consumer franchise. To
this end, we have launched the Corporate Identity and Branch Transformation projects. These
initiatives will have a significant impact during 2002, enhancing BEA's brand image and
improving the sales performance of our branches. BEA will also seek to broaden the scope of
products and services offered, in order to diversify sources of income. As part of this exercise,
BEA will develop new non-collateral based banking products and services, as well as new
businesses to assist e-commerce.

With the gradual relaxation of restrictions imposed on foreign banks following China's accession
to the World Trade Organization, we will take advantage of our long-standing and leading
position in China to capture potential business opportunities. In addition, we will explore
opportunities to form strategic partnerships with local financial institutions in China.

We will continue to pursue growth through expansion of our core business. Furthermore, we
will seek growth through strategic acquisitions where we identify business opportunities that
allow us to successfully leverage our brand services and operations.

Chairman and Chief Executive
David LI Kwok-po

Hong Kong
5th February, 2002

Note: Shareholders whose names are on the Register of Members at the close of business on Tuesday, 5th March, 2002 will be
entitled to the proposed final dividend. The final dividend will be paid in cash with an option to receive new, fully paid shares
in lieu of cash. This scrip dividend scheme is conditional upon the passing of the relevant resolution at the forthcoming Annual
General Meeting and the Listing Committee of The Stock Exchange of Hong Kong Limited granting the listing of and permission
to deal in the new shares. The dividend warrants and the share certificates for the scrip dividend will be sent to shareholders by
ordinary mail on or about Tuesday, 26th March, 2002. Details of the scrip dividend and the election form will be sent to
shareholders on or about Tuesday, 5th March, 2002.
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BEA's comprehensive range of
premium quality banking services
have garnered numerous awards
in recent years. In 2001, the Bank
added to its strong list of
achievements:
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Hong Kong ’s "Best Retail Bank"
in the Omega Outstanding
Technology and Financial
Enterprise Awards, organised by
OMEGA and Capital Magazine
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The "2001 Best Retail Bank for
Hong Kong" in The Asian Banker
Excellence in Retail Financial
Services Award 2001, organised
by The Asian Banker Magazine
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