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MANAGEMENT DISCUSSION AND ANALYSIS &

Results of operation

During the six months ended 30th June, 2003, the Group
derived most of its income from disposal of listed and unlisted
shares, debt securities, distribution from the restructuring of
Tem Fat Hing Fung (Holdings) Limited (“Tem Fat”), appreciation
of debt securities, and rental income from Argyle Centre, a
shopping mall in Mongkok.

Financial position

During the period, the Group retains a strong liquidity and
financial position, with immaterial gearing.

Operation review

As at 30th June, 2003, the Group’s major investments are its
interests in Argyle Centre and a portfolio of equity and 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 Group is a substantial creditor in Tem Fat, which
completed its restructuring exercise in early 2003. The Group
received both cash from the rescuing investor and shares in
Tem Fat as settlement of debt owed by Tem Fat resulting in a
debt recovery of approximately HK$20.9 million.

As at 30th June, 2003, the Group’s investments are based in
Hong Kong dollar, United States dollar and euro. The Group
plans to hedge its exposure in euro at the appropriate moment.
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The Group’s total staff costs for the period amounted to
approximately HK$231,000.

The Company has given a guarantee to a bank to secure
33'/% of the outstanding indebtedness due by its associated
companies, of which the Group controlled 33'/,% interest in
each. The amount of outstanding indebtedness due by the
associated companies to this bank at 30th June, 2003 was
approximately HK$408 million (at 31st December, 2002:
approximately HK$421 million).

The Company has given a guarantee to a financial institution
to secure borrowing facilities to a wholly-owned subsidiary in
the amount not exceeding US$15 million. There was no
outstanding indebtedness at 30th June, 2003 and 31st
December, 2002.

The Group takes the view that, with an improving economy,
investment opportunities will come by more frequently.

Prospects

The Group has to stay liquid in order to respond swiftly to
such attractive investment opportunities as exemplified by the
Group’s minority investment in the Hong Kong International
Exhibition Centre (“HKIEC”), together with The Government
of the Hong Kong Special Administrative Region, the Airport
Authority and Dragages et Travaux Publics (HK) Limited. The
directors are optimistic about the prospects of the HKIEC and
expect it to benefit from the consistent growth of the exhibition
industry in the years ahead.

To fund our participation in HKIEC and to conserve cash for
further investment opportunities, the Directors have resolved
not to declare an interim dividend for the period.
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