~China Credit Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

The Group recorded a turnover of approximately HK$529 million
for the year ended 31 March 2006, representing an increase of
approximately 79% as compared to the year ended 31 March
2005. The increase in turnover was mainly due to the full year
consolidated effect of tfravel business acquired in October 2004
which contributed HK$425 million to the Group’s turnover. The
profit aftributable to shareholders for the year ended 31 March
2006 was approximately HK$53.1 million as compared to the
loss of approximately HK$13.5 million in 2005.

The basic earnings per share for the year was HK3.27 cents
when compared with basic loss per share of HK0.85 cents in
last year.

LIQUIDITY AND CAPITAL RESOURCES

During the period under review, the Company raised
approximately HK$0.04 million from the exercise of warrants
resulting in the issue of approximately 400,000 shares. Bank
balance and cash amounted to approximately HK$372.8
million (31.3.2005: HK$69.6 million).

As at March 31, 2006, the Group’s current ratio was 6.8
(31.3.2005: 3.1) and had net cash of HK$260.3 million when
compare with the gearing ratio of 16.7% in 2005, defined as
the ratio of total borrowings less cash balances to total assets.

MATERIAL ACQUISITIONS AND DISPOSAL FOR
MATERIAL INVESTMENTS

In December 2005, the Group has disposed its entire interests
in a subsidiary, Global Med Technologies, Inc. for US$12.3
million.

In March 2006, the Group entered intfo agreements to purchase
commercial properties in Singapore for an aggregate
consideration of approximately HK$S63 million.

CAPITAL EXPENDITURE AND COMMITMENTS

At the balance sheet date, the Group had authorized and
contracted capital commitments of approximately HK$65.4
million (31.3.2005: HK$8.7 million) as at 31 March 2006, which
was related to capital expenditure for the acquisition of
commercial properties.

FOREIGN EXCHANGE EXPOSURE

Substantially all the revenues, expenses, assets and liabilities
are denominated in Hong Kong dollars, U.S. dollars and
Singapore dollars. Due fo the currency peg of the Hong Kong
dollars to the U.S. dollars, the exchange rate between these
two currencies has remained stable and thus no hedging or
other alternatives have been implemented by the Group. The
Group expected that there is no significant exposure on foreign
currency, but it cannot be assured operating results in future
will not be materially affected.
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China Credit Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

CREDIT RISK MANAGEMENT

The Group’s credit policy defines the credit extension criteria,
the credit approval and monitoring processes, and the loan
provisioning policy. The Group maintains tight control on loan
assessments and approvals and will continue to exercise a
conservative and prudent policy in granting loans in order to
mainftain a quality loan portfolio and manage the credit risk
exposure of the Group.

HUMAN RESOURCES

Remuneration packages are generally structured by reference
to prevailing market terms and individual qualifications. Salaries
and wages are normally reviewed on an annual basis based
on performance appraisals and other relevant factors. Apart
from salary payments, there are other staff benefits including
provident fund, medical insurance and performance related
bonus. At the balance sheet date, there were approximately
150 employees employed by the Group. Share options may
also be granted to eligible employees and persons of the
Group.

PLEDGE OF ASSETS

At the balance sheet date, the Group had pledged bank
balances of HK$4.2 million as a security for banking facilities
granted to a subsidiary and as securities for the credit card
business transactions with MasterCard International Inc. The
mortgage loans of HK$37.9 million were secured on the
investment properties and land and buildings of the Group
with an aggregate carrying value of HK$83.5 million.

CONTINGENT LIABILITIES

(o) At the balance sheet date, the Group has given
guarantees to financial institutions in respect of banking
facilities granted to the Group’s supplier of HK$10.7 million.

(b) At the balance sheet date, the Company has given

guarantees to a financial institution in respect of banking

facilities granted to subsidiaries of HK$37.1 million.

(c) Actions were brought by Pricerite Stores Limited and CASH

Retail Management Group Limited (formerly known as

Pricerite Group Limited) (tfogether referred to as

“Pricerite”) respectively, against a subsidiary of the

Company, in respect of the alleged breach of agreement

for damages which are not quantified. In the opinion of

the directors, it is not practicable at this stage tfo
determine with certainty the outcome of the litigation.
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