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Hong Kong enjoyed a sustained economic recovery in 2000 due to
stronger export and re-export performance, an improvement in
domestic consumption and a continued decline in unemployment.
Despite average deflation of close to 3%, there were signs that
market confidence towards asset prices began to stabilise towards
the end of 2000, as local interest rates were poised to ease in line
with the anticipated cuts in US interest rates. These improved
economic fundamentals will help support local economic recovery in
2001.

In the local banking market, loan demand remained sluggish and
competition intensified. In this challenging and competitive operating
environment, our Group achieved an encouraging performance in
2000 and generated a profit attributable to shareholders of HK$810.3
million, an increase of 38.1% compared with that of 1999. This was
a record for our Group.

Your Directors have recommended a final dividend of HK$0.66 per
share for 2000. Together with the interim dividend of HK$0.42 per
share, the total dividend per share for the year is HK$1.08, up
33.3% from 1999.

Dan Sine Bank, LimITED

Dah Sing Bank, Limited (“DSB”), the major operating subsidiary of
the Group, had a successful year resulting in a record consolidated
profit after taxation of HK$759.8 million, an increase of 74.5%
compared with 1999.

This good performance was driven mainly by growth in the customer
base and loans, and a reduction in bad debt charges. Against a
background of slow loan demand, DSB focused on growing personal
financial services and corporate lending. Despite intense competition
and increased pressure on loan margins, and a rise in interest rates
in the first half of 2000, DSB’s strategy of pursuing higher yielding
loans and broad diversification contributed to an improved net interest
margin and higher profitability.

DaH SinG Lire Asurance CompaNy LIMITED

Dah Sing Life Assurance Company Limited (“DSLA”), our wholly owned
life assurance company, had a challenging and difficult year. The net
profit generated from the long-term life assurance business was
HK$86.5 million, which is 25.2% lower than 1999. The key factors
leading to a reduction in profit were lower new sales, a reduced
persistency rate and a lower rate of return on investment.
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DSLA will continue to pursue a strategy emphasising sales growth
and retention of in-force policies, combined with the development of
new products and improvements in service quality.

Mevas Bank Limitep (FORMERLY KNOWN As D.A.H. PRrivate
Bank LimITED)

We reorganised our Hong Kong based private banking operation in
2000 after reaching an agreement with our joint-venture partners
Abbey National plc and SG Hambros Bank in respect of the private
banking business. In September 2000, after acquiring the minority
interests in D.A.H. Private Bank Limited (“DAHP"), the private banking
business previously operated by DAHP, including loans and deposits,
was transferred to DSB for continued development.

On 2nd March 2001, DAHP was formally renamed as MEVAS Bank
Limited (“MEVAS”). Subject to receiving all required regulatory
approvals, MEVAS will operate as a multi-channel e-bank with an
emphasis on its 24-hour call centre and electronic delivery. In
addition, it will have its own branches and its customers can access
the JETCO ATM network as well as DSB branches for certain services.

This new initiative is part of our organic growth strategy with an
emphasis on expanding our customer base in different segments of
the personal financial services sector and accelerating the acquisition
of customers for the Group.

CHANGE IN SUBSTANTIAL SHAREHOLER

In March 2000, The Sanwa Bank, Limited (“Sanwa”) acquired all the
shares in the Company previously owned by The Mitsui Trust & Banking
Co. Limited (“Mitsui Trust”). At the end of 2000, Sanwa owned an
interest of approximately 13% in the Company. I am very pleased to
welcome Sanwa as a strategic long-term shareholder and look forward
to building on the good working relationship which has already been
established between the two groups.
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BoaRrD oF DIRECTORS

The year began with the appointment of Mr. Roderick S. Anderson as
an Executive Director on 1st January 2000 in recognition of his
contribution to the Group’s insurance businesses over the past few
years.

On 1st November 2000, Messrs. Kimisuke Fujimoto and Izumi Takamiya
were appointed non-executive Directors representing the interest of
Sanwa in the Company. Mitsui Trust’s representatives, Mr. Noboru
Katagiri and Mr. Yoshiki Kiyono, resigned from the Board in the year,
ending Mitsui Trust’s involvement in the Company that dates back to
1988.

Mrs. Teresa Shuk-Ying Lau resigned as an Executive Director of the
Company on 28th February 2000 to pursue other interests.

I welcome the new Directors to the Board and believe their expertise
and extensive experience will be of great value to the Group. I
would also like to express my gratitude to the departing Directors,

who provided a valuable contribution during their tenure on the
Board.

Future PROSPECTS

We believe 2001 will be a challenging year for Hong Kong and for
the local financial services industry. The deregulation of local interest
rates may result in a narrowing in the interest rate spread. Coupled
with a continuing loan margin squeeze, keen competition for loan
growth, and the effects of a much slower US economy, we do not
anticipate that we can sustain the growth rate we achieved in 2000
in the coming year. We are, however, cautiously optimistic as regards
the continued improvement in the local economy, as lower interest
rates should boost investment, consumption and loan demand. China’s
accession to the WTO and continued strong economic growth will
have a positive impact on Hong Kong’s economy in future years.

Interest rate deregulation, increasing price competition and higher
operating costs are issues facing all banks in Hong Kong this year.
Our Group is well positioned to meet these challenges and will
continue to seek new opportunities with the objective of achieving
a higher level of profitability for shareholders.

David Shou-Yeh Wong

Chairman

Hong Kong, 5th March 2001
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