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The world economic outlook is faced with major challenges as it remains difficult to gauge the impact of

recent disclosures and fears over future instances of accounting malpractice, and the extent to which the U.S.

and world equity market corrections affect the net worth of private individuals. The negative wealth effect

may filter through into weaker U.S. consumption and corporate spending. Nevertheless, the Federal Reserve

has recently revised upwards the 2002 full-year real GDP forecast from 2.5-3.0% to 3.5-3.75%. We are

hopeful that we will not experience an economic double-dip recession arising in the latter half of the year.

We remain bullish on the outlook for the mainland P.R.C. Its strong export momentum should be maintained

throughout 2002 in view of its status as the world’s largest and cheapest manufacturing outsourcing base.

This trend should continue to drive domestic investment growth. Our Research Department has now revised

upwards its real GDP forecast for the mainland P.R.C. for the calendar year 2002 from the original 7% to

7.4%.

Economic recovery in Hong Kong will be strongly impacted by economic growth in the mainland P.R.C., and on

a recovery in the U.S., which has yet to materialise. The SAR is still undergoing structural adjustments and this

may continue to contribute to difficult conditions. The high unemployment rate may continue. Our Research

Department forecasts real GDP growth at 1.8% and is hopeful of more meaningful recovery in 2003.

In consequence, we intend to adopt a cautious approach to our business prospects and our profitability outlook.

We will continue to diversify our product range and our sales teams in order to take advantage of existing

markets or those which we believe have potential for development and profit. Income flow from our Asset

Management Division is expected to begin making a more significant contribution in the second half.

We will continue to focus on cost control and business development, however, our overall performance will be

related to the market environment.


