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CHAIRMAN'S STATEMENT

RESULTS OF OPERATION

The Group derived most of its profits from investments in
equity and debt securities, and partial recovery of debt from the
restructuring of Tem Fat Hing Fung (Holdings) Limited, 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 little gearing.

OPERATION REVIEW

In 2003, the Group’s major investments were in Hong Kong
equity, international debts and the investment in Argyle Centre.

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. Share of profit
from this associated company was lowered by non-cash
revaluation deficit and therefore did not fully reflect the
contribution of the rental income.

The Group disposed of a significant portion of the equity
portfolio and debt securities in 2003, realizing good profit for
the Group.

In August 2003, the Group joined a private sector consortium
("JV") to invest with the Hong Kong Government and the Airport
Authority to develop and operate the Hong Kong International
Exhibition Centre (“IEC") at the Hong Kong International Airport.
IEC will have 66,000 sgm of exhibition space on one level, the
largest column-free exhibition facility in Hong Kong. Soft opening
is expected by the end of 2005. IEC has a capacity of expanding
into a 100,000 sqm exhibition facility. As at 31st December,
2003, the Group had 37.85% interest in JV and has a right until
23rd August, 2004 to increase its interest in JV to 60% at cost
from a connected person. That JV in turn has 13.5% interest in
IEC.

As at 31st December, 2003, most of the Group's investments
are based in Hong Kong dollar and United States dollar and are
therefore not exposed to significant foreign currency risks. The
Group invests in Euro denominated debt securities from time to
time, and it is the Group’s intention to hedge the currency
exposure of debt securities to an extent considered appropriate
by the investment manager.
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The Group's total staff costs for the year amounted to
approximately HK$390,000.

The Company has given a guarantee to a bank to secure 337,% of
the outstanding indebtedness due by an associated company
holding the Argyle Centre, of which the Group controlled 33'/,%
interest in it. The amount of outstanding indebtedness due by
the associated company to this bank at 31st December, 2003
was approximately HK$393 million (at 31st December, 2002:
approximately HK$421 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 equivalent US$15 million.
The outstanding indebtedness at 31st December, 2003 was
approximately Euro 7.4 million (at 31st December, 2002: nil).

PROSPECTS

The Group is optimistic about the prospects of Argyle Centre
and IEC. The recovery of the retail activities in Hong Kong and
the property market is expected to enhance the return and value
of Argyle Centre. The location of IEC next to the Hong Kong
International Airport connects it to more than 140 cities worldwide
on some 75 airlines. Visa-free entry to a majority of those cities
makes IEC a competitive exhibition facility in the region. Hong
Kong already enjoys a leading position in exhibition business in
the region, we believe IEC will complement Hong Kong's other
exhibition facilities to continue its preeminence.

The Group will continue to invest in international debt

securities, while at the same time cautiously approach the Hong

Kong equity market.

Fung Wing Cheung, Tony
Chairman

Hong Kong, 15th March, 2004




