


Chairman’s Statement

| am pleased to present the annual report of GFT Holdings
Limited (the “Company”) and its subsidiaries (collectively the
“Group”) for the year ended 31 December 2005.

Year 2005 is a tough but encouraging year for the Group. It is
tough as there are numbers of adverse factors impacting
manufacturers in mainland China, like the inflating wages and
material cost, shortage of labour and appreciation of Renmibi.
But, on the other hand, it is encouraging as the Group celebrates
the robust consolidation and full operation of its first self-owned
and flagship manufacturing plant in Boluo, Huizhou as well as
the approving turnaround to generate profits for its shareholders
after so many years of losses.

In the past two years, we had put a lot of effort to realign the
Group’s core business back to toy manufacturing, including
divestment of non-core and under-performed businesses,
acquisition of relevant assets and business so as to broaden
the market presence both geographically and by segment and
strengthen the production capacity. The benefit of these
exercises was revealed this year and the Group achieved a
consolidated turnover of HK$179.1 million, representing an
increase of 8.4% when compared with last year. We also proud
of the results attained, a profit of HK$10.1 million, being a
remarkable rebound from loss of HK$6.2 million reported last
year.

We anticipate that coming years will not be easier for toy
manufacturers in China. Certain adverse factors that hamper
profit margin will persist. Nevertheless, we are prepared to sail
through the adversity by taking all necessary and cautious
measures, including exercising stringent cost control,
developing innovative products with higher margin and adding
more value-added elements to our products so as to maintain
our margin and market position.
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Looking forward, we will more concentrate on developing the
core business, the trading and manufacturing of toys, gift and
premium business. Expanding its manufacturing base, further
upgrading the efficiency and putting more effort in research
and development for innovative products are the key tasks to
be accomplished. Furthermore, development of products with
high profit margin, such as its own brand name and toys or
figures that come along with current comics or films, is one of
our focal strategies to avoid the severe competition in the OEM
markets.

Finally, | would like to extend my sincere gratitude to my fellow
directors and staff for their dedicated contribution and
faithfulness and the continuous support from our suppliers,
customers, bankers and business partners.

Leung Wai Ho
Chairman of the Board

Hong Kong, 24 April 2006
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