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China’s increasing demand for imported logs
could prove an excellent area of growth for our
Trading Division in 2002
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Operational Review continued

Trading Division

As predicted, barring China and Korea, the lingering effects of
Asia’s sluggish economy in 2000 extended well into 2001.

This situation was further aggravated by the tragic events of

11 September, which seriously reduced business activities worldwide.
Confronted both by weak commodity prices and slow consumer
consumption for most of the year, the turnover of three of our
staple products - wood products, fertilizer and watch components -

all saw a marked decline by as much as 30% over the previous year.

Moving Forward With Caution

Although there are now indications of an economic upturn in
the us, we will adopt a cautious approach in the continuation
of our traditional business activities. Due to latent weakness

in many international markets, we expect trading conditions to

remain slow in the first half of 2002.

We remain cautiously optimistic about market potential in China,
following the Chinese government’s announcement to increase
log imports and spending on infrastructure development early
this year. However, we do not anticipate a significant improvement

in the financial performance for this division in the current year.
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Despite a challenging economic climate globally,
the Group’s Financial Services Division

has profited from ils investment strategies
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Operational Review continued

Financial Services Division

In the year under review, our Division achieved a net profit of
approximately $46 million, compared to $28 million in 2000.

This figure is set against an extremely difficult year for financial
markets worldwide. Despite a low-interestrate environment,

a gloomy economic outlook prevailed throughout much of 2001,
which was further compounded by the tragic events of 11 September.
Our Division’s results, attributable to its investment activities,

can thus be viewed as satisfactory.

Creating Future Advantages

Looking ahead, the performance of the financial markets in

2002 will depend on the pace of economic recovery worldwide.
Where appropriate, we will seek to divest our investment portfolio
in markets that are considered non-core to the Group’s future
strategy and invest in markets where the economic outlook

is promising. In addition, in Hong Kong, we will be looking to
expand our loan financing business when the conditions are
suitable for the Group. In Hong Kong, the operating environments
for our securities brokerage and insurance-services business are

expected to remain competitive.

To minimise the impact of minimum-brokerage abolishment in
2003, we are now planning to provide a wider array of services, such
as Internet trading, to our clients. We are also planning to expand
our margin-financing business and have taken steps to upgrade

our settlement system. We are confident that these efforts will result

in the continued growth and strengthening of our business.



