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The Directors have declared the payment of an interim cash dividend
of HK1.8 cents (2004: HK1.5 cents) per share for the six months
ended 30th June, 2005 payable on or about 27th October, 2005 to
shareholders whose names appear on the Register of Members of the
Company on Wednesday, 12th October, 2005.

CLOSURE OF REGISTER OF MEMBERS
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The Register of Members of the Company will be closed from Thursday,
13th October, 2005 to Wednesday, 19th October, 2005 (both days
inclusive) during which period no transfer of shares will be registered.
All transfers of shares, accompanied by the relevant share cerificates,
must be lodged with the Company’s branch share registrar in Hong
Kong, Abacus Share Registrars limited, G/F Bank of East Asia Harbour
View Center, 56 Gloucester Road, Wanchai, Hong Kong not later
than 4:00 p.m. on Wednesday, 12th October, 2005.

MANAGEMENT’S DISCUSSION AND ANALYSIS
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Satisfactory Operation Results

For the six months ended 30th June, 2005, the total turnover of the
Group was approximately HK$673,511,000, representing an increase
of 23.8% over the corresponding period in 2004. Gross profit from
the printed packaging business, which is the core business of the
Group and accounted for approximately 91.6% of the Group's gross
profit for the six months ended 30th June, 2005.

The turnover from printed packaging business for the six months ended
30th June, 2005 amounted to HK$197,087,000, representing an
increase of 3.1% compared to the same period last year. The Company
has successfully improved its gross profit margin to approximately
32.0% in the first half of 2005 in view of the rising paper cosfs and
keen market competition, through effective cost control measures and

improvement in production efficiency.

Profit attributable to shareholders were approximately HK$29,536,000
for the six months ended 30th June, 2005. This represents an increase

of approximately 30.2% as compared fo the corresponding period in

2004.

In addition, the net financial impact of the recognition of negative
goodwill arising from the acquisition of a subsidiary by the Group
was amounted to approximately HK$4,465,000 (net of tax and
minority interests). It was included in the profit attributable to

shareholders.
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MANAGEMENT'S DISCUSSION AND ANALYSIS (cont'd)
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Market Overview

Despite the austerity measures implemented by the PRC government,
the growth rate of the gross domestic product in the PRC remains
strong at approximately 9.5% in the first half of 2005. The tumnover
from the tobacco printed package continues to be the core product
line in the printed packaging division, constituting approximately 93.5%
of the turnover from this division. The impact on reforms in the tobacco
industry in the PRC were relatively mild as compared fo those in the
Year 2004. The Group is optimistic that the effects of the reforms will
only be temporary as the demand for medium to premium quality
consumer goods will rise coming along with the general improvement

in living standards in the PRC in the medium to long term.

In the first half of this year, tobacco output in the PRC was 19,872,000
master cartons, representing an increase of 4.9% over the same period
of last year (18,943,000 master cartons in the first half of 2004).
The industrial and commercial profits and taxes rose 17.0% in the first
half of 2005 to over RMB120,000,000,000. This conforms the
government policies in the PRC to develop the tobacco industry towards
medium to premium grade fobacco market which will offer enormous

opportunities for the Group.

New Plant in Chuzhou City, Anhui Province

During the period under review, the main focus of the Group was the
construction of the new plant in Anhui Province, namely Anhui Qiaofeng
Package Printing Co., lid. ["Qicofeng”]. The new plant is currently
under construction and has confirmed the order of a gravure machine,
a hotfoil stamping machine and an embossing and die-cutting machine.

It is expected to commence operation before the end of the year.

New Research and Development Center (the “R&D Center”) in
Kunming City, Yunnan Province

Construction of the new R&D Center was in its full swing in the first
half of 2005 and expected to be completed by the end of this year.
With the gradual completion of the R&D Center in Kunming City, it
will provide a firm foundation for the Group's research team and sale
team to recruit staffs with nation-wide horizon. Meanwhile, it will also
further enhance the Group's capabilities in designing new products
and advanced anti-counterfeit techniques to better cater fo customers’

needs.
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2004, of which 66.0% of total turnover from this category was from
the distribution of mass merchandise, mainly marine fuel oil, while the

balance was from distribution of electronics and computer components.

Although the overall distribution business faced a challenging time
during the period as a result of the intense market competition of
electronic and computer components and increase in oil price caused
by the high demand and fight supply internationally, the Group has
continued to adopt a prudent inventory policy to mitigate business
risks. As af 30th June, 2005, the inventory amount of distribution
business was only HK$2,098,000.

Furthermore, in order to dedicate more resources to its core business
of printing and manufacturing of printed packaging products in the
PRC, the Company disposed of a subsidiary in Europe and its

contribution to the Group was relatively insignificant.

Human Resources Development

As at 30th June, 2005, the Group employed a total of over 800
employees. Most were hired by the Group’s production plants in the
PRC during 2005.

In order to enhance career development among the employees, the
Group provides a variety of training programmes and also offers

certain job rotation opportunities for its employees.

Future Prospects

Amid the continuing austerity measures implemented by the PRC
government and the uncertainty situation caused by the rising cruel oil
price globally in first half of 2005, the growth rate of PRC's gross
domestic product in 2005 is expected to be over 9.0%. The
management is also optimistic that the demand for high quality fobacco
as well as consumable products, which is the major potential market
segments of the Group, will be growing tremendously, along with
stable economic growth and improving living standards in the PRC. In

order to seize the opportunity, the Group will focus on the followings:
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MANAGEMENT'S DISCUSSION AND ANALYSIS (cont'd)
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New Plant in Anhui

With the high economic growth in the PRC, especially in the consumer
product market in the Eastern region, the Group believes the printed
packaging business development outlook in the region is extremely
promising affer following the completion of Qiaofeng in Anhui Province.
Initially, the target market of Qiaofeng will be the medium to premium
grade consumer products, especially the tobacco companies around

the region, including Anhui, Jiangsu and Zhejiang Provinces.

New Market Segment

The Group has also explored the opportunity to develop a new market
segment, namely beverage packaging, in 2005. The markef potential
of this segment is tremendous as the increasing public awareness of

the health in the PRC.

Expansion of Operating Scale and Market Coverage

In addition fo the continuous capital investment in its existing production
plants and Qiaofeng in Anhui Province, the Group will continue fo
seek for opportunities fo set up other regional production facilities in
the PRC for national coverage and broadening of its customer base

geographically.

Maximise Shareholders' Value

The Group applies flexible and proactive markefing and investment
strafegies to maximise shareholders’ value. The Group had been
committed to achieving long-ferm growth by generating various revenue
sources and searching for good business opportunities as well as
looking for other investment opportunities in a prudent manner with an

aim to maximise shareholders’ value.

LIQUIDITY AND FINANCIAL RESOURCES
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The Group has maintained a stable financial position for the period.
As at 30th June, 2005, the net debt to equity ratio (Interest bearing
liabilities less cash/Shareholders’ equity plus minority interests) was
slightly increased from 39.7%, as of 31st December, 2004, 1o 46.0%.
The interest coverage ratio of the Group’s eamings before net of
interest expenses, tax, depreciation and amortisation [EBITDA) to nef
inferest expenses was slightly decreased from 16.8 fimes, as of 31st
December, 2004, to 15.1 times. The available cash on hand was
increased from HK$156,747,000 as of 31st December, 2004 to
HK$225,459,000.
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