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To the shareholders

Dear Sir or Madam,

PROPOSAL RELATING TO A GENERAL MANDATE
TO REPURCHASE SHARES OF THE BANK

INTRODUCTION

The purpose of this document is to provide you with information in connection with the proposal
to grant a general mandate to repurchase shares of the Bank. Your approval for the said
proposal will be sought at the forthcoming Annual General Meeting of the Bank to be held on
Tuesday, 25th March, 2003.



GENERAL MANDATE TO REPURCHASE SHARES

At the Annual General Meeting of shareholders of the Bank held on 26th March, 2002 approval
was given by shareholders for the granting of, inter alia, a general mandate to the Directors to
repurchase shares of the Bank on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) up to 10% of the issued share capital of the Bank at the date of passing the relevant
resolution. In accordance with the terms of the approval, that general mandate will shortly expire
on 25th March, 2003 upon the conclusion of the forthcoming Annual General Meeting of the
Bank to be held on that day. To keep in line with current corporate practice, the grant of fresh
general mandate for the same purpose is being sought from shareholders and an ordinary
resolution to grant the share repurchase mandate to the Bank’s Directors will be proposed at the
forthcoming Annual General Meeting. The Explanatory Statement required by the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) to be sent to shareholders in connection with the proposed share repurchase resolution
are set out in the Appendix to this document.

RECOMMENDATION

Your Directors consider that the above proposal is in the interests of the Bank and its
shareholders and accordingly recommend that all shareholders vote in favour of the resolution
to be proposed at the forthcoming Annual General Meeting of the Bank.

Yours faithfully,
David LI Kwok-po
Chairman and Chief Executive




APPENDIX

The following is the Explanatory Statement required to be sent to shareholders under the Listing
Rules in connection with the proposed general mandate for repurchase of shares and also
constitutes the Memorandum required under Section 49BA of the Companies Ordinance:—

(i)

(iii)

At the forthcoming Annual General Meeting a resolution will be proposed that the Directors
be given a general mandate to exercise all powers of the Bank to repurchase on the Stock
Exchange fully paid-up ordinary shares of HK$2.50 each in the capital of the Bank
representing up to a maximum of 10% of the share capital of the Bank in issue on the date
the resolution is passed (the “Repurchase Mandate’). Based on the 1,446,377,070 shares
of HK$2.50 each in the Bank (“Shares’) in issue as at 21st February, 2003 (the latest
practicable date prior to the printing of this document and assuming that there is no change
in respect of the issued share capital of the Bank after the latest practicable date and up to
the passing of the relevant resolution), the Bank will therefore be allowed under the
mandate to repurchase a maximum of 144,637,707 Shares.

Although the Directors have no present intention of repurchasing any Shares, they believe
that the flexibility afforded by the Repurchase Mandate will be beneficial to the Bank and its
shareholders. Trading conditions on the Stock Exchange have sometimes been volatile in
recent years and if there are occasions in the future when depressed market conditions
arise and Shares are trading at a discount to their underlying value, the ability of the Bank
to repurchase Shares will be beneficial to those shareholders who retain their investment
in the Bank since their percentage interests in the assets of the Bank will increase in
proportion to the number of Shares repurchased by the Bank. Furthermore, the Directors’
exercise of the mandate granted under the Repurchase Mandate may lead to an increased
volume of trading in Shares on the Stock Exchange.

The Directors propose that repurchases of Shares under the Repurchase Mandate will be
financed from the available cash flow or working capital facilities of the Bank and its
subsidiaries. In repurchasing Shares, the Bank may only apply funds legally-available for
such purpose in accordance with its Memorandum and Articles of Association and the laws
of Hong Kong.

There may be material adverse impact on the working capital or gearing position of the
Bank (as compared with the position disclosed in its most recent published audited
accounts) in the event that the proposed share repurchases are to be carried out in full at
any time during the proposed repurchase period. However, the Directors do not propose to
exercise the Repurchase Mandate to such extent as will, in the circumstances, have a
material adverse effect on the working capital requirements of the Bank or the gearing
levels which in the opinion of the Directors are from time to time appropriate for the Bank.

There are no Directors or (to the best of the knowledge of the Directors, having made all
reasonable enquiries) any associates of the Directors of the Bank who have a present
intention, in the event that the Repurchase Mandate is granted by shareholders, to sell
Shares to the Bank.



(vi)

(vii)

The Directors have undertaken to the Stock Exchange to exercise the power of the Bank to
make purchases pursuant to the Repurchase Mandate in accordance with the Listing
Rules and the laws of Hong Kong.

If as a result of a share repurchase a shareholder’s proportionate interest in the voting
rights of the Bank increases, such increase will be treated as an acquisition of voting rights
for purpose of the Hong Kong Code on Takeovers and Mergers (the “Takeover Code’). As
a result, a shareholder, or group of shareholders acting in concert, would obtain or
consolidate control of the Bank and thereby become obliged to make a mandatory offer in
accordance with Rule 26 of the Takeover Code. However, the Directors are not aware of
any consequence which would arise under the Takeover Code as a consequence of any
purchases pursuant to the Repurchase Mandate. So far as is known to the Directors, none
of the shareholders of the Bank was interested in 10% or more of the issued share capital
of the Bank which is required to be recorded in the Register of Interests pursuant to
Section 16(1) of the Securities (Disclosure of Interests) Ordinance as at 21st February,
2003 (the latest practicable date prior to the printing of this document).

(viii) No purchases have been made by the Bank of its Shares in the six months prior to the date

(ix)

of this document.

No connected persons of the Bank (as defined in the Listing Rules) have notified it of a
present intention to sell Shares to the Bank and no such persons have undertaken not to
sell any such Shares to the Bank in the event that the Repurchase Mandate is granted by
shareholders.

The highest and lowest prices at which Shares had traded on the Stock Exchange in each
of the previous twelve months were as follows:—

Highest Lowest

HK$ HK$

2002: February 15.85 14.60
March 15.75 14.65

April 16.40 15.15

May 17.50 16.30

June 17.00 15.25

July 15.95 14.20

August 15.05 14.15
September 15.00 13.55
October 14.35 12.70
November 13.90 13.40
December 13.80 12.85

2003: January 14.50 13.10



