MANAGEMENT DiscussioN & ANALYSIS

REVIEW OF OPERATIONS
Group Results

The Group had recorded a sutisfactory
performunce during the yeuar ended 31
December 2000. It had uchieved u net
profit attributuble to shureholders of
HK$4,739,000, u significant turnuround as
compured to the loss of HK$65,616,000
incurred in the correspondinyg year of 1999.

Turnover dropped by 37.1% to HK$169.1 million for the year under review. This was attributable
to the discontinuunce of certuin nonh-core businesses of the Group, including the trading
and processing of metdllic ores und metuals, processing of electrical wires und uccessories
and trading of industrial chemical products during the year. Turnover of these discontinued
uctivities in uyyreyute decreused by 83.4% us compured to lust corresponding yeur, on
the conftrary, the Group's continuing operations haus much better performance, its turnover
recorded u growth of 32.1% to HK$142.4 million us compuared to lust corresponding year,

Gross profit had increused by 42.1% to HK$33.8 million despite the decreuse in turnover, this
wus mainly the result of the improvement of gross profit marygin from 8.9% in 1999 to 20% in
2000, uttributable to the continuing operations. Besides, other factors such as reduction in
udministrative expenses und finunce costs by 41.5% und 39.6% respectively, recovery of
bud debts during the yeur uand net gyuin on disposuls of subsidiuries, interests in jointly
controlled entities and other lony tferm investments dlso contributed to the profit of the
Group for the yeur ended 31 December 2000.
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PRINCIPAL BUSINESSES
Manufacturing of Steel Cord

Our core busihess of steel cord
manufacturing had dachieved d better
result in 2000, it wus restored fo
profitubility uffer losses were mude
during 1999. Turhover for the yeur under
review umounted to HK$91 million, un
increuse of 36.8% over lust
corresponding yeur und it recorded un
operating profit of HKS$7.6 million us

compured to un operutinyg loss of
HK$10.8 million incurred in the lust
corresponding year. The underlying performaunce wus ygreatly improved ds a result of the
effect of economies of scule from increused sules und production und our fremendous
effort put on the restructuring of the operautions und sules management of this division und
the reduction of its cost of production. Meusures huve been tuken to tuckle the technicul
problems on the manufacturing process, the upgrading of fechnical standard und product
quulity uand the murketing und sules of the products. These meusures had brought positive
outcome to the Group.

Processing and Trading of Copper and Brass Products

Following the completion of the incredse in shareholdings in & hon wholly owhed subsidiary
enyguyed in the processing und trading of copper und brass products from 51% fo 91%
through further acquisition at the later half of 1999, the Group has restructured and
cohsoliduted its various subsididries operuted in this business seyment. The munugement of
this division thus becume more centralised and the Group wus uble to operate this business
in u more effective und efficient munner. Furthermore, the avdilubility of credit fucilities
had steudily increused during the yeudr, the eurninys ubility was graduudlly improved und
the yross profit margin hus returned to d reasondble level. Turnover was increased by 25.4%
to HK$39.8 million for the yeur under review und this division had recorded un operating
profit of HK$3,963,000 us compared to un operating loss of HK$18.3 million in the year 1999,
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Property Development and Investment

The Group's adctivities in property
development und investment comprised
the development of residentiul properties
for sale in the PRC and letting of properties
in Hony Kony. Turnover for the yeur under
review umounted to HK$11.4 million,
representing un increuse of 127% over lust
correspondiny yeur. Two residentidl

development projects were completed

during the yeur for sule which contributed
to the significant increase in turnover. This
business segment had recorded an operating profit of HK$S4.4 million for the year under
review us compured to un operating loss of HK$12.2 million (including HKS$11.3 million of
deficit on revaludtion of properties) in lust corresponding yeur.

Jointly Controlled Entity's and Associate's Business

Our jointly controlled entity and
ussociute enguged in the business
of munufacturing of pre-stressed
concrete stfrands und wires in the
PRC, nuamely Shanghui Shenjiu
Metul Products Co., Ltd. ("Shunyghui
Shenjia") and Xinhua Metul
Products Co., Ltd. ("Xinhuu Metul"),
contihnued to contribute

sutisfactory profits fo the Group.

Both compunies hud recorded u
remarkable growth in turnover and
profit during the year under review, this wus greutly uttributable to the continuous economic
growth in the PRC, the incredsed production capucity and improved operational efficiency

of these two compunies.
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Shanghui Shenjid's furnover for the yedr under review amounted to HK$309.9 million,
representing a sighificant increuse of 60.8% over the lust corresponding yeuar and ifs
operating profit before tux wus dlso increused by 60.4% to HKS$33.3 million. The Group's
share of the pre-tax profit of Shanghai Shenjia was HK$9.6 million, a decreuse of 9.8%
compured to lust corresponding yeuar, this was as d result of the reduction of our equity
interest from 51% to 25% arising from the puartial disposal of 26% interest in March 2000.

Xinhua Metal had recorded d turhover of HK$239.8 million for the year ended 31 December
2000, un increuse of 54.5% over the year 1999. Its operating profit before tux wus increused
by 53.5% to HK$27.4 million. As a result, the Group's share of its pre-tax profit was increused
from HK$3.3 million in 1999 to HK$4.6 million in the year under review.

Price competition in this market is expected tfo remuain infense during 2001, both Shanghdai
Shenjia and Xinhuu Metual will adopt the strategy to increause its production cupucity and
improve its operutionul efficiency to muintuin its respective maurket-leuding position und
competitiveness.

BUSINESS REORGANISATION

As emphusised in our 1999 Annhual Report, the Group hud udopted the strateygy to dispose
of its hon-core businesses and hon-performing ussets with the dims to rationadlise the group
structure, streamline our operations and strengthen the financial position of the Group. The

following muteriul fransuctions were curried out in this respect during 2000:

1. The Group hud disposed of ifs subsidiaries enguged in the business of processing of
electrical wires und uccessories in January 2000 due to infense price competition in
its market. The Group received u totul consideration of HK$19,047,000 und recorded
a profit of HK$640,000 from this disposal.

2. The Group ceused its business of truding und processing of metdllic ores und metdals,
comprising mangunese ores und ferrodlloys in February 2000. This wus in furtherance
to the discontinuunce of the involvement in its jointly controlled entities engayged in
the ferroulloy processing und munufucturing uctivities during 1999,

3. In view of the continuing decline in profit marygin und severe market competition of
frading of industrial chemicul products, the directors decided to discontinue this
business segment und disposed of the subsidiury und jointly controlled entity engyuged
in this business to an independent third party in July 2000.
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The Group's operuting loss from this business und its share of loss of that jointly
conftrolled entity for the yeur und up to the date of disposul umounted to HKS1,051,000
and HK$930,000 respectively.

4, The Group hud disposed of its 26% inferest in Shunghai Shenjiu in March 2000 at o
consideration of HK$61.8 million. The directors were of the opinion that because of
the intense competition in this industry, further capital commitment in Shanghui Shenjia
would be hecessury, und the directors believed that it was in the intferest of the
Group to reduce its percentage ownhership in Shanghdi Shenjia, which was not an
entity entirely controlled by the Group, in order to ullow the Group to concentrate its
resources onh other core operutions. The Group recorded u pre-tfax profit of
HK$2,293,000 urising on this disposal.

CAPITAL STRUCTURE, LIQUIDITY AND FINANCIAL RESOURCES

Net usset value of the Group at 31 December 2000 umounted to HK$370.8 million, an
increuse of 12.3% us compuared to HK$330.3 million at 31 December 1999. Net usset value
per share wus increused from HKS0.43 to HKS$0.48.

The Group Mmuinly financed its operutions by cush gyeneruted from its business activities
aund ohygoinyg bankinyg facilities provided by the Group's principal bankers. During the year,
the Group genheruted an uggregaute cush inflow of upproximately HK$84.6 million from its
operuting uctivities (het of subsidiuries disposed of during the yeur) und from u series of
ussets disposal uctivities us mentioned in 'BUSINESS REORGANISATION' above. The Group
had repuid u net amount of HK$56.1 million of its bank borrowings during the year, reducing
the amount of bunk borrowings to HK$53 million at the year end. As such, the gearing ratio
(bunk borrowings/shureholders’ equity) of the Group further decreused from 33% ut 31
December 1999 to 14.3% ut 31 December 2000, which the directors believe is u comfortuble
level for future business expunsion. The liquidity of the Group was dlso significantly improved,
current rutio increused from 1.03 times in 1999 to 2 times in 2000.

The Group's totdl bank borrowings us ut 31 December 2000 umounted to HK$53 million, of
which 13.1% wus denominuted in Hong Kong dollars ("HKD"), 62.2% in Renminbi ("RMB") and
24.7% in United States dollars ("USD"). Although less than 1% of the Group's business receipts
from continuing operations are in USD, the directors believe the Group will not be exposed
fo uny significunt risk from exchunge rute fluctuations between HKD, RMB and USD yiven

there is ho change in the exchunye rate pey between HKD and USD. On the other hand,
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the Group has dlready taken appropriate steps to Minimise such risks, including the lowering
of the proportion of USD borrowings from 58.8% dt the end of 1999 to 24.7% at the end of
2000, the Group uims to reduce this percentuge further in 2001.

Reyurding the maturity profile of these bank borrowings, HKS$S50 million is due to repuid
durinyg the yeur endiny 31 December 2001. The Group hus been uble to meet its financial
obligutions in the pust und the directors unfticipute that, with the continuous betterment of
our operutions and the support of the credit facilities from its principal bankers, the Group

will have sufficient financial resources to meet these obligutions during 2001.
EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2000, the Group had a total of 396 (1999: 650) employees locuted in
Hong Kohy and the PRC. Remunheration puckages, which include an element of discretionary
bonuses, ure yenerdlly reviewed unnudlly. In addition to sulury payments, other stuff benefits
include medicul subsidies, hospitulisution scheme und d defined contribution provident
fund scheme, Manddatory Provident Fund Scheme which provides retirement benefits to
employees in Hong Konhy. The Group hus udopted u share option scheme. The board of
directors may exercise its discretion to grant share options to the directors und employees
us un incentive to their contribution fo the Group. No share options were issued under the
share option scheme during the year, hor any share options outstanding as at 31 December
2000.

CHARGE ON ASSETS AND CONTINGENT LIABILITIES
As g hormual practice, the Group pledyes part of ifs assets fo our principal bunkers us
securities for granting of banking facilities to the Group. At 31 December 2000, the followinyg

ussets have been pledyed to its bankers to secure banking facilities ygranted to the Group:

0) Investment properties und leusehold lund und buildings with a net book vulue of
HKS$44 million;

(i) Plant and muchinery with a net book value of HK$9 million;
(i) Inventories umounting to HKS8 million; und

(iv) Bunk bulunces umounting to HKS4 million.
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In uddition to ubove, the Group ulso executes corporute guurantees for bunk louns grunted
to u jointly controlled entity to finance its working cupital. These corporaute gudaruntees dare
provided in proportion to the Group's inferest in the jointly controlled entity and are hormailly
renewduble on un unnuul busis. The umount of yuuruntees yrunted ut 31 December 2000
amounted to approximately HK$34 million.

BUSINESS OUTLOOK

Our reorgunisution und consolidation exercise curried out during 1999 and 2000 hud built u
firm foundation for the future development of the Group. The Group's financial position is
sighificuntly improved, bunk borrowings dre reduced to u comfortuble level, und our
resources dre more concentrated on the core businesses of manufacturing of steel cord
und processing und trading of copper und bruss products.

Looking forward, the Group will continue to exert prudent management control und take G
cuutious upprouch to further develop its core businesses. Externally, we foresee thut the
expected admittance of the PRC info the World Trade Orgunisution in 2001 will further
stimulate the economic growth of PRC and will have a positive impact onh the Group with
its business muinly conducted in the PRC anhd Honyg Kony. The directors believe this will
bring muny business opportunities, and besides that, new chullenges to the Group. We will
continue to improve ourselves in Jll uspects to Meet these chullenygyes und explore hew
business opportunities. The directors are confident that the Group will muintain a stable
growth and provide sutisfactory return in 2001.
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