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CHAIRMAN'S STATEMENT

RESULTS OF OPERATION

During the year under review, the Group derived most of its
income from foreign currency deposits, debt securities, interests
and dividend, and the Group’s interests in Argyle Centre, a

shopping mall in Mongkok.
FINANCIAL POSITION

During the year, the Group retains a strong liquidity and

financial position, with immaterial gearing.
OPERATION REVIEW

During the year, the Group’s major investments were Euros
and USD deposits, its interests in Argyle Centre, listed securities

and a portfolio of debt securities.

Argyle Centre is a fully leased shopping mall located in a
prime spot in Mongkok, the busiest shopping district in Kowloon.
Stable rental income benefited from low interest rates through a

leveraged structure in an associated company.

The debt securities portfolio of the Group generated good
income and capital gain. The unrealised loss of the debt securities
was attributable to the Group’s accounting policy of recording
the securities at market value versus their acquisition cost. In
cases where the debts are held to redemption, some or all of the
unrealized losses may be written back in the year of redemption,

depending on the actual redemption price.
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During the year, certain write-downs were made to direct
investments, including investment in a PRC education joint venture

and the BOC China Fund Limited.

Innovative International (Holdings) Limited (“Innovative”), in
which we invested in its convertible note, completed its debt
restructuring in 2002. During the year, the group received cash
from the rescuing investor and shares in Innovative as settlement

of the amount due from Innovative.

The Group is a substantial creditor in Tem Fat Hing Fung
(Holdings) Limited (“"Tem Fat”), which has completed its
restructuring exercise. The Group will receive both cash from the
rescuing investor and shares in Tem Fat as settlement of debt
owed by Tem Fat. The amount, however, will only be recorded in

2003 as the restructuring was only completed in 2003.

During the year, the group invested substantially in Euros,
resulting in a sizeable profit from the rally of Euros during the

year.

As at 31st December, 2002, most of the Group's investments
are based in Hong Kong dollar and United States dollar and are

therefore not exposed to foreign currency risks.

The Group's total staff costs for the year amounted to

approximately HK$536,000.
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The Company has given a guarantee to a bank to secure
331/3% of the outstanding indebtedness due by its associated
companies, of which the Group controlled 33'5% interest in
each. The amount of outstanding indebtedness due by the
associated companies to this bank at 31st December, 2002 was
approximately HK$421 million (at 31st December, 2001:

approximately HK$452 million).

The Company has given a guarantee to a financial institution
to secure borrowing facilities available to a wholly-owned
subsidiary in the amount not exceeding US$15 million. There
was no outstanding indebtedness at 31st December, 2002 (at

31st December, 2001: approximately US$1,928,000).

Fung Wing Cheung, Tony

Chairman

Hong Kong, 27th March, 2003
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