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Chairman’s Statement
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The Group’s consolidated turnover and profit attributable to
shareholders for the six months ended 30th June, 2002 amounted to
approximately HK$392 million and HK$79 million respectively,
representing a decrease and increase of approximately 66% and 5%,

respectively compared to the same period last year.

In the first half of this year, the Group mainly sold remaining units left
behind from projects completed last year and/or before including
Majestic Garden Phase 1, Leisure Garden, Jing Tong New Town,
Phoenix City and resettlement housing. The total GFA sold was 23,515
square meters. In addition, one new project was launched in May this
year, namely, Phase 1 of La Firenze (formerly known as Jade City).
Moreover, the Group is going to launch new projects including Top Box
(Majestic Garden Phase 2), Youth Court and La Firenze Phase 2 in the
second half of this year. As a result, in the first half of this year, the
turnover and operating profit for the first six months of this year

decreased year-on-year when compared to the same period last year.

Nationwide expansion

In order to accomplish the goal of becoming a nationwide developer,
the Group has, as at the interim report date, acquired two pieces of
land in Shanghai and Chengdu, respectively. The GFA of these two
pieces of land in Shanghai and Chengdu are approximately 160,000
and 600,000 square meters, respectively. The Board of Director
expects pre-sale for these two projects to begin in 2003 and these two
cities to become important new regional markets of the Group, in

addition to it base in Beijing.

Property Investment

The Group owns 100% stake in Xidan Cultural Center, and the rentable
GFA is around 36,000 square meters. Besides, the Group currently also
has interest in two investment properties in Xidan North Avenue,
namely Huawei Center and Huanan Building. The Group has 50%, 15%

stake in Huawei Center and Huanan Building, respectively.
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Employee and remuneration policies

As at 30th June, 2002, the Group employed approximately 280 full
time staff in China and Hong Kong. The Group remunerates its
employees based on their performance, experience and prevailing
market price while performance bonuses are granted on a
discretionary basis. Other employee benefits include insurance and
medical cover, subsidised educational and training programmes as

well as a share option scheme.

Debt and gearing

As at 30th June, 2002, the total borrowings of the Group amounted to
HK$1.78 billion, of which 28% was denominated in US dollars and
rest was in Renminbi. The Group had redeemed over 99% of the US
dollar convertible bonds in April this year and there is approximately
USD530,000 convertible bond outstanding which will be matured in
April 2004.

Throughout the first half of this year, the Group has been
restructuring its PRC borrowings with the dual objectives of lowering
the interest cost and lengthening the borrowing period. As at the
interim report date, the Group has to a large extent completed the
aforesaid objectives. As of now, approximately 60% of the Renminbi
borrowings were short term loans and 40% were long term ones. The
Board of Directors believes that the cost of funding for the Group’s
Rmb borrowings will be lowered to approximately 5.3% from 6.0% as
at year-end 2001. The overall average cost of debt of the Group will be
even lower than this level by the end of this year as the Group will
further readjust the proportion of Renminbi to foreign currency

borrowing.

The interest rates for both of the Group’s US dollar and Renminbi
borrowings are floating in nature with the former based on LIBOR
and the latter based on interest rate announced by the People’s Bank

of China.
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Gearing, as defined by the ratio of net debt to shareholders’ equity
and was approximately 23% as at 30th June, 2002. However, with the
Group’s expansion plans in Shanghai and Chengdu materialized in
May and August, respectively, the Board of Directors believes that the
Group’s total borrowing will increase in the second half of this year

and the gearing will increase accordingly.

As at 30th June, 2002, total cash and cash equivalent of the Group
amounted to approximately HK$865 million, of which 32% was in HK
dollar and the remaining 68% was in Renminbi. The Group does not
foresee any substantial exposure to fluctuation in exchange rate as
the exchange rate of Renminbi is relatively stable in relation to other
currencies. As a result, the Group does not commit itself in any

exchange rate hedges.

Land bank

Together with the new land acquisition in Shanghai and Chengdu, the
Group currently owns approximately 5.2 million square meters of
land bank in Beijing, Shanghai and Chengdu. In order to allow the
Group to capitalize on the growth opportunities of the PRC property
market the Board of Directors believes the Group still needs to
proactively acquire new land bank to make sure the size of it be

adequate for the development in the next 5—6 years.

Prospects

The Group plans to launch Top Box (Majestic Garden Phase 2), Youth
Court and La Firenze Phase 2 in September and October this year.
The Board of Directors believes that the property sales of the Group is

likely to improve substantially from second half of this year onwards.

The Group is optimistic about the prospects of the property market in
China, especially that in Beijing, Shanghai and Chengdu. The desire

to upgrade living conditions and the increase in affordability of home
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buyers, which in turn are supported by rising income and more
favourable mortgage facilities, should continue to fuel demand
growth. In addition, China’s WTO accession and the hosting of the
2008 Olympic Games should have a profound push to the economy
which should in turn translate into higher demand for residential,

office and retail properties.

To better position ourselves to capture the rising property demand in
China, Group has already established regional companies to look after
its projects in Shanghai and Chengdu. Moreover, the Group will
continue to expand its management team to include experienced
personnel who are experts in delivering quality development projects

and property management services.

Also, by applying effective cost control measures, the Group believes
that profit margins of the Group’s projects will further improve. Last
but not least, the Group is putting more resources in staff
development and training so as to build up a strong work force which

can cope with and take advantage of the rapid market change.

With its strong financial position, good reputation and the successful
implementation of the nationwide strategy, the Board of Directors is
confident that the Group can prevail in China property market and

generate better return to the shareholders.

Wang Yin

Managing Director

Hong Kong, 6th September, 2002
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