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MANAGEMENT DISCUSSION AND ANALYSIS EIEE 5t & 24

RESULTS OF OPERATION

During the period under review, the retail property market
continued its strong run. Shops in Argyle Centre in Mongkok
are virtually fully let, and our shops appreciated significantly
in value. The overall investment portfolio reported a profit.
However, the value of our bond portfolio fell slightly as the
high-yield bond market had a mini crash in the first half of
2005, triggered by the rumoured downgrade of General Motors
in the United States in March 2005, and the eventual
downgrade of both General Motors and Ford in May 2005.
The high-yield bond market has recovered significantly since
then, and, as at the date of this report, the value of our bond
portfolio has almost completely recovered.

OPERATION REVIEW

As at 30th June, 2005, the Group’s major investments were in
AsiaWorld-Expo, Argyle Centre, CR Airways Limited, Oriental
Cashmere Limited (a cashmere manufacturer in the People’s
Republic of China (the “PRC”)), high-yield bonds and equity
securities.

AsiaWorld-Expo

In August 2003, the Group acquired a 37.85% interests in a
private sector consortium (“JVP”) to invest with the Hong Kong
Government and the Airport Authority to develop and operate
AsiaWorld-Expo, a 66,000 sqm exhibition center located at
the Hong Kong International Airport, with a capacity of
expanding into a 100,000 sqm exhibition facility. JVP owns

13.5% in AsiaWorld-Expo.

AsiaWorld-Expo is a column-free structure under one roof,
with a dedicated Mass Transit Railway station — the “AsiaWorld-
Expo Station”. It is scheduled to open in December 2005,
with the first exhibition to be held in January 2006. Current
confirmed event bookings run well into 2008, exceeding the
original budget. International Telecommunication Union’s (ITU)
Telecom World annual convention, the world’s biggest telecom
show, has selected AsiaWorld-Expo as its venue for 2006. In
addition to exhibitions, a world class arena is purpose-built
for concert and entertainment events which can house up to
14,500 spectators.
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OPERATION REVIEW(CONTINUED)
AsiaWorld-Expo (continued)

On 12th August, 2005, shareholders approved our acquisition
of an additional 22.15% interest in JVP from Yu Ming
Investment Management Limited. The Company’s interest in
JVP will increase to 60%.

Argyle Centre Shopping Mall

The Group owns 153 shops in Argyle Centre (over 34,000
sqft), with a virtually full occupancy rate and a steady growth
in rental income.

High-Yield Bonds

Value of our bond portfolio was down by approximately 8%.
The performance is in line with the high-yield bond market,
which tumbled after the rumour of downgrade of General
Motors, and the subsequent downgrade of both General Motors

The Group has a diversified bond portfolio, with exposure
ranging from HK$0.5 mIn to HK$8.5 min for each bond. Since
May 2005, the high-yield market has picked up rapidly and
recuperated almost all of the earlier losses from the first half

CR Airways is flying scheduled flights to Sanya, Haikou,
Nanning, Jinan and Guilin. It is also designated the right to
fly scheduled flights to Kunming, Wenzhou, Meixian and
Tianjin. Outside the PRC, it is also flying scheduled to Laoag
(Philippines) and chartered services to Clark and Subic Bay

Approval is pending for flight services to Changsha, Wuhan,
Hangzhou, Nanjing and Chongging in the PRC, and Da Nang

Oriental Cashmere Limited

On 14th June, 2005, the Group completed its investment of
Cashmere Limited
HK$47,190,000. OCL is the third largest cashmere knitwear
manufacturer in the PRC with a good profit in 2004.
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PROSPECTS

In May 2005, an associated company of the Group entered
into an agreement to acquire retail properties in Percival Street
in Causeway Bay, which are at present occupied by Chuen
Cheung Kui. The transaction will expand the Group’s square
footage in a prime shopping location in addition to Mongkok.

AsiaWorld-Expo is expected to contribute after its full year of
operation in 2006 and to generate recurrent income for the
long term. The leveraged structure at the JVP level is expected
to improve the return of AsiaWorld-Expo.

CR Airways is an investment aiming for a significant capital
gain in the medium term, but where recurrent income would
not be forthcoming in the first few years due to its start-up
position. The increasing number of routes and aircrafts put CR
Airways in a competitive position to serve the huge aviation
market in the PRC.

The PRC textile industries in general experienced turbulence
since the removal of textile quotas at the end of the Multifibre
Agreement on 1st January, 2005. The surge of PRC textile
exports to the United States by 86% in the first five months
prompted certain importing countries to place an annual
growth cap on PRC textile imports, which were quickly filled.
In July 2005, some EU nations closed their ports to PRC’s
textile shipment. Unless the impasse is resolved between PRC
and the importing countries, we expect some volatility in the
business in OCL.

FINANCIAL POSITION

The Group maintains a strong financial position with a low
gearing.

FOREIGN EXCHANGE EXPOSURE

As at 30th June, 2005, 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.

NTERIM REPORT 2005 — T 2 7 & & # § &

¢
Pl

RZZZRFRA  AEEZBE ARG L
— RN KEREEENES  BhHEE
BERZEEN: - BERRSIBSAEEE

BrREBYHBROEARRMAE -

/II

EHCNEREERE ST F2EEN
BEUAREBEFERREECEHRA - EH
BECEBHERZEREREERES M
BREER2ER -

FEMERTEFAMEFTRERNE R RS
ZBREABRR  ERRZLREERHEZE
RYBFERVENEERETHEEA - i
EREBARE BLPERZEREDS
RPBEZEAMZEDTHRY -

MR -_ZTERF-A-BZRHAKBERE
BRESERRE BEME  TEHEE
AREREKH -RERMEA PEOAEE
BZ#h@mBENTTee% REATHEAR
FUPBEENSERERSFERLR M
BREIRARREZE -R-_TTHFLA -
HOBRBRARELPEMNEZSHmE
BoRFEPEEREORFEKNLR  TA
AEBEBHOCLZEBLKEAMKE -

B B OR
ARERBEEZHBMN - BREFEKF
1 -

M EE [ B

RZZZREANA=TH AEREZKHD
BREDUBTRETEE AMBARYHE
KOERR - REBTEHRENABREE
ZEBES AKRBETAERUHRZEEHE
FLERNRRERELERREE 2KF -



MING

INTEREST RATE EXPOSURE

The Group’s interest-rate risk arises from long-term borrowings.
Borrowing made at variable rates expose the Group to cash
flow interest-rate risk.

GUARANTEE

The Company has given a guarantee to a bank to secure the
outstanding indebtedness due by an associated company
holding the Argyle Centre, for an amount attributable to the
Group’s equity interests. The amount of outstanding
indebtedness due by the associated company to this bank as
at 30th June, 2005 was approximately HK$145 million (at
30th June, 2004 and 31st December, 2004: approximately

HK$262 million and HK$230 million respectively).

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 30th June, 2005 was
approximately Euro 3 million (at 30th June, 2004 and 31st
December, 2004: approximately Euro 8.4 million and Euro
4.4 million respectively).

STAFF COSTS

The Group’s total staff costs for the period under review
amounted to approximately HK$114,000.
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