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Underwriters

Mr. Chan Tak Hung, Luen Fat Securities Company Limited, First Securities (HK) Limited,
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Great China Brokerage Limited, New Universe Securities (HK) Limited,

Emperor Securities Limited, Sun Hung Kai International Limited, Koffman Financial Group Limited,

International Capital Network Limited and Kingston Securities Limited

The Board announces that the Company proposes to raise approximately $108.7 million before expenses by issuing 7,245,569,298 Rights Shares at a price of $0.015 per Rights Share which represents a discount of approximately 85% to the closing price of $0.1 per Share as quoted on the Stock Exchange on 15th January, 2002, being the last trading day prior to the date of this announcement. The Company will provisionally allot eleven (11) Rights Shares in nil-paid form for each existing Share held by Qualifying Shareholders on the Record Date.

The net proceeds of the Rights Issue are expected to amount to approximately $105 million which will be used as general working capital of the Group and for future investments of the Group.

The Rights Issue is fully underwritten by the Underwriters. Under the Underwriting Agreement, Mr. Chan has irrevocably undertaken to take up in full his entitlement of 1,356,931,521 Rights Shares and in addition underwrite 811,945,719 Rights Shares representing 11.2% of the Rights Shares issued under the Rights Issue. In the event that Mr. Chan fully takes up his entitlement under the Rights Issue and his underwriting commitments, the maximum shareholding of Mr. Chan in the Company will be increased from approximately 18.73% to approximately 29%. The issued share capital of the Company will be enlarged to 7,904,257,416 Shares upon completion of the Rights Issue. The Underwriters will receive an underwriting commission of 2.5% on the total amount of issue price of the Rights Shares underwritten by the Underwriters.

The Rights Issue is subject to the conditions set out below under the section headed "Conditions of the Rights Issue". In particular the Rights Issue is conditional, amongst other things, upon the approval by the Independent Shareholders at the SGM of the Underwriting Agreement and the obligations of the Underwriters under the Underwriting Agreement becoming unconditional and not being terminated in accordance with the terms thereof, including provisions regarding force majeure referred to below.

The Rights Issue is not available to Overseas Shareholders.

In accordance with the Listing Rules, the Rights Issue will require the approval from the Independent Shareholders. Mr. Chan and his associates, as defined in the Listing Rules, will abstain from voting on the resolution(s) approving the Rights Issue. The Independent Board Committee will advise the Independent Shareholders on the terms of the Rights Issue. Independent financial advisor will be appointed to advise the Independent Board Committee on the terms of the Rights Issue. The Directors will also seek the approval of Shareholders to a general mandate to repurchase and issue of Shares.

A circular containing further details of the Rights Issue, the general mandates to repurchase and issue of Shares, the recommendation of the independent financial adviser, the letter of the Independent Board Committee and the notice for the SGM will be despatched to Shareholders as soon as possible.

WARNING ON THE RISKS OF DEALING IN SHARES AND RIGHTS SHARES

Existing Shares will be dealt in on an ex-rights basis from 15th February, 2002. Rights Shares will be dealt in their nil-paid form from 26th February, 2002 to 8th March, 2002 (both dates inclusive). If Ever-Long, on behalf of the Underwriters, terminates the Underwriting Agreement (see "Termination of the Underwriting Agreement" below) or the conditions of the Rights Issue (see "Conditions of the Rights Issue" below) cannot be fulfilled, the Rights Issue will not proceed. The latest time for payment and acceptance of the Rights Shares is 4:00 p.m. on 13th March, 2002.

Any person dealing in Shares or Rights Shares in their nil-paid form between 26th February, 2002 to 8th March, 2002 (both dates inclusive) bear the risk that the Rights Issue may not become unconditional and may not proceed. If in any doubt, investors should consider obtaining professional advice on this.

The trading of the Shares on the Stock Exchange was suspended at the request of the Company at 10:00 a.m. on 16th January, 2002. The Company have made an application to the Stock Exchange for the resumption of the trading of Shares on the Stock Exchange at 10:00 a.m. on 18th January, 2002.

RIGHTS ISSUE

Issue Statistics

Basis of the Rights Issue:
Eleven (11) Rights Shares for each existing Share held on the Record Date

Number of existing Shares in issue:
658,688,118 Shares

Number of Rights Shares:
7,245,569,298 Rights Shares

Note:
The Company has no outstanding warrant or options as at the date of this announcement

TERMS OF THE RIGHTS ISSUE

Basis of Entitlement

Subject to the fulfillment of the conditions of the Rights Issue as described below, the Company will provisionally allot Rights Shares in the proportion of eleven (11) Rights Shares for every existing Share held by the Qualifying Shareholders at the Subscription Price payable in full on acceptance.

As explained below, no provisional allotment of Rights Shares will be made to Overseas Shareholders. Any Rights Shares which are not sold and any Rights Shares allotted provisionally but not accepted, will be available for application on the forms of application for excess Rights Shares by Qualifying Shareholders. Such excess Rights Shares, if any, will be allocated at the sole discretion of the Board on a fair and equitable basis.

Subscription Price

$0.015 per Rights Share, payable in full upon acceptance.

The Subscription Price represents

1.
a discount of approximately 85%. to the closing price of $0.10 per Share as quoted on the Stock Exchange on 15th January, 2002, being the last trading day preceding this announcement;

2.
a discount of approximately 85.98% to the average of the closing price of the last ten trading days of $0.107 per Share;

3.
a discount of approximately 31.81%. to the theoretical ex-rights price of $0.022 per Share based on the closing price of $0.10 per Share as quoted on the Stock Exchange on 15th January, 2002, being the last trading day preceding this announcement; and

4.
a discount of approximately 95.83% to the net asset value per Share of $0.36 based on the audited net asset value of the Group as at 30th June, 2001.

The Subscription Price was determined after arms-length negotiation between the Company and the Underwriters. In view of the current sluggish economic environment and uncertain market condition in Hong Kong, the Directors consider that the Subscription Price is fair and reasonable.

Status of Rights Shares

The Rights Shares, when issued and fully paid, will rank pari passu in all respects with then existing issued Shares, including the right to receive all future dividends and distributions which may be declared, made or paid after completion of the Rights Issue.

Application for listing

The Company will apply to the Listing Committee of the Stock Exchange for the listing of, and permission to deal in, the Rights Shares in both nil-paid and fully-paid forms.

UNDERWRITING ARRANGEMENTS

Undertakings from Mr. Chan

As at the date hereof, there are 658,688,118 Shares in issue. Mr. Chan, the single substantial shareholder of the Company, who is now interested in 123,357,411 Shares representing approximately 18.73% of the existing issued share capital of the Company, has irrevocably undertaken to accept or procure acceptances of 1,356,931,521 Rights Shares which will be provisionally allotted to him.

Mr. Chan has also agreed under the Underwriting Agreement to underwrite 811,945,719 Rights Shares. If Mr. Chan fully takes up his underwriting commitment and takes up the 1,356,931,521 Rights Shares provisionally allotted to him, he will subscribe for 2,168,877,240 Rights Shares in aggregate, representing about 29.93% of the total number of Rights Shares to be issued. The Underwriters, exclude Mr. Chan, will underwrite the remaining 70.07% of the total number of Rights Shares. The Rights Issue is therefore fully underwritten. Mr. Chan also indicates that he will apply for excess Rights Shares for not more than 811,945,719 Rights Shares to set off his underwriting obligation.

In the event that Mr. Chan takes up his entitlement under the Rights Issue and fully takes up his underwriting commitment, including any successful allotment of the excess Rights Shares to Mr. Chan, the shareholding of Mr. Chan in the Company will be increased from approximately 18.73% to not more approximately 29%. The Directors expect that there will be sufficient public float upon the completion of the Rights Issue. The Directors will also undertake to the Stock Exchange to ensure there will be sufficient public float upon the completion of the Rights Issue.

Underwriting Agreement

Date:
17th January, 2002

Underwriters
Mr. Chan, Luen Fat Securities Company Limited, First Securities (HK) Limited, ONG Asia Securities (HK) Limited, Ever-Long Securities Company Limited, AMS Corporate Finance Limited, Upbest Securities Company Limited, Coin Fall Limited, Great China Brokerage Limited, New Universe Securities (HK) Limited, Emperor Securities Limited, Sun Hung Kai International Limited, Koffman Financial Group Limited, International Capital Network Limited and Kingston Securities Limited. The Underwriters, except Mr. Chan, are independent third parties, not connected with the Group, directors, chief executive or substantial shareholder of the Group or any of their respective associates (as defined in the Listing Rules)

Underwritten Shares:
5,888,637,777 Rights Shares

Note:
Excluding 1,356,931,521 Right Shares to be allotted to Mr. Chan pursuant to his entitlement under the Rights Issue. Out of the 5,888,637,777 Rights Shares, Mr. Chan has underwritten 811,945,719 Rights Shares.

The Underwriters will receive an underwriting commission of 2.5% on the total amount of issue price of the Rights Shares underwritten. The commission to be received by Mr. Chan amounts to approximately $0.3 million represent approximately 0.13% of the net asset value of the Group based on the audited net asset value of the Group as at 30th June, 2001. The Directors believe that the underwriting commission accords with the market rate. Pursuant to Rule 14.24(5) of the Listing Rules, the Underwriting Agreement does not subject to any disclosure or Shareholders approval requirement as a connected transaction.

Termination of the Underwriting Agreement

It should be noted that the Underwriting Agreement contains provisions granting Ever-Long, on behalf of the Underwriters, the right to terminate its obligations on the occurrence of certain events including force majeure, or a material breach by the Company of its obligations, warranties or undertakings contained in the Underwriting Agreement, or any event which would have rendered the warranties in the Underwriting Agreement untrue or inaccurate in any material respect, in each case occurring prior to 4:00 p.m. on the second business day following the last day for acceptance of provisional allotments made under the Rights issue.

For this purpose, force majeure includes:-

(a)
the success of the Rights Issue would be materially and adversely affected by:

(i)
the introduction of any new regulation or any change in existing law or regulation (or the judicial interpretation thereof) or other occurrence of any nature whatsoever which may in the reasonable opinion of Ever-Long, on behalf of the Underwriters, materially and adversely affect the business or the financial or trading position or prospects of the Group as a whole; or

(ii)
the occurrence of any local, national or international event or change, whether or not forming part of a series of events or changes occurring or continuing before, and/or after the date hereof, of a political, military, financial, economic or other nature (whether or not ejusdem generis with any of the foregoing), or in the nature of any local, national or international outbreak or escalation of hostilities or armed conflict, or affecting local securities markets which may, in the reasonable opinion of Ever-Long, on behalf of the Underwriters, materially and adversely affect the business or the financial or trading position or prospects of the Group as a whole; or

(iii)
any material adverse change in the business or in the financial or trading position of the Group as a whole; or

(b)
any material adverse change in market conditions (including, without limitation, a change in fiscal or monetary policy or foreign exchange or currency markets, suspension or restriction of trading in securities) occurs which in the reasonable opinion of Ever-Long, on behalf of the Underwriters, makes it inexpedient or inadvisable to proceed with the Rights Issue; or

(c)
the circular or the prospectus of the Rights Issue when published contain information (either as to business prospects or the condition of the Group or as to its compliance with any laws or the Listing Rules or any applicable regulations) which has not prior to the date hereof been publicly announced or published by the Company and which may in the reasonable opinion of Ever-Long, on behalf of the Underwriters, is material to the Group as a whole and is likely to affect materially and adversely the success of the Rights Issue or might cause a prudent investor not to accept the Rights Shares provisionally allotted to it;

If Ever-Long, on behalf of the Underwriters, exercises such right, the Rights Issue will not proceed.

Expected Timetable of the Rights Issue

2002

Despatch of Rights Issue circular with notice of SGM
Monday, 4th February

Last day of dealings in Shares on a cum-rights basis
Monday, 11th February

Commencement of dealings in Shares on an ex-rights basis
Friday, 15th February

Latest time for lodging transfer of Shares

in order to be entitled to the Rights Issue
4:00 p.m. Monday, 18th February

Register of members closes
Tuesday, 19th February

Latest time for lodging proxy form for SGM
9.30 a.m., Wednesday, 20th February

Expected date of the SGM
9.30 a.m., Friday, 22nd February

Record Date for the Rights Issue
Friday, 22nd February

Despatch of Rights Issue prospectus, provisional

allotment letters & excess application forms
Friday, 22nd February

Register of members re-opens
Monday, 25th February

First day of dealings in nil-paid Rights Shares
Tuesday, 26th February

Latest time for splitting nil-paid Rights Shares
Tuesday, 5th March

Last day of dealings in nil-paid Rights Shares
Friday, 8th March

Latest time for payment and acceptance of Rights Shares
4:00 p.m., Wednesday, 13th March

Latest time for the Rights Issue to becomes unconditional
4:00 p.m., Friday, 15th March

Announcement of result of acceptance
Monday, 18th March

Despatch of refund cheques in respect of unsuccessful or

partially unsuccessful excess applications
Monday, 18th March

Despatch of certificates for Rights Shares
Monday, 18th March

Dealing of Rights Shares commerce
Wednesday, 20th March

Rights of the Overseas Shareholders
Documents to be issued in connection with the Rights Issue will not be registered under the applicable securities legislation of any jurisdiction other than Hong Kong and Bermuda. Accordingly, no provisional allotment of Rights Shares will be made to Overseas Shareholders and no provisional allotment letters or forms of application for excess Rights Shares will be sent to such persons. Arrangements will be made for the Rights Shares which would otherwise have been provisionally allotted to Overseas Shareholders to be sold in the market in their nil-paid form as soon as practicable after dealings in the Rights Shares commence if a premium, net of expenses, can be obtained. Proceeds of sale will be distributed in Hong Kong dollars to the Overseas Shareholders at their own risk pro rata to their respective shareholdings, except that individual amounts of less than $100 will be retained for the benefit of the Company. Any unsold entitlements of the Overseas Shareholders, together with any Rights Shares provisionally allotted but not accepted, will be available for excess application by Qualifying Shareholders.

Excess Applications

Under the terms of the Rights Issue, Qualifying Shareholders may apply for Rights Shares in excess of their provisional allotments by way of excess applications. Excess Rights Shares, if any, will be allotted at the sole discretion of the Directors on a fair and equitable basis.

Share Certificate

Share certificate for fully-paid Rights Shares are expected to be despatched on or before 18th March, 2002.

Conditions of the Rights Issue
The Rights Issue is conditional, inter alia, on:-

(a)
the passing by the Independent Shareholders at the SGM of an ordinary resolution to approve the Rights Issue (with Mr Chan and his associates having abstained from voting);

(b)
the filing with the Registrar of Companies in Bermuda of the Rights Issue documents duly signed by either all Directors or one of the Directors (for and on behalf of all the Directors) (and all other documents to be attached thereto) and otherwise in compliance with the Companies Act;

(c)
the delivery to the Stock Exchange and registration with the Registrar of Companies in Hong Kong of the Rights Issue documents duly signed by two Directors (or by their agents duly authorised in writing) as having been approved by resolution of the Directors (and all other documents required to be attached thereto) in compliance with the Listing Rules and the Companies Ordinance;

(d)
the posting of the Rights Issue documents to Qualifying Shareholders;

(e)
the Listing Committee of the Stock Exchange granting or agreeing to grant listing of and permission to deal in all the Rights Shares (in their nil-paid and fully-paid forms);

(f)
if required, the Bermuda Monetary Authority granting consent to the issue of the Rights Shares;

(g)
compliance with and performance of all the undertakings and obligations of the Company pursuant to the Underwriting Agreement; and

(h)
compliance with and performance of all the undertakings and obligations of Mr Chan pursuant to the Underwriting Agreement.

If any or all of the above conditions are not fulfilled on or before the second business day following the last day for acceptance of the provisional allotment made under the Rights Issue, or such later date as may agreed between the Company and the Underwriters, then the Rights Issue will not proceed.

Reasons for the Rights Issue and use of proceeds
The Group is principally engaged in the business including trading for computer mainboards, computer monitors and other computer related accessories, wired and wireless information related products and appliances, as well as for WAP-related products and other investment with profitable return. The estimated net proceeds of the Rights Issue is approximately $105 million, which approximately $55 million will be applied as the general working capital of the Group and approximately $50 million for identifying future investment opportunities of the Group in the technology industry and divisified the investment portfolio of the Group into any project with expected good returns.

The Directors believe that it is in the best interests of the Company and its Shareholders to enlarge the capital base of the Company through the Rights Issue, as the enlarged capital base will support the continuing development of the Group's existing business activities and expansion into new business opportunities. The Rights Issue will allow all Shareholders (other than the Overseas Shareholders) to participate in the growth of the Group.

Qualifying Shareholders

In order to qualify for the Rights Issue, all transfers of Shares, accompanied by the relevant Share certificates and/or other documents of title must be lodged with the Company's branch share registrar in Hong Kong, Tengis Limited, 4th Floor, Hutchison House, 10 Harcourt Road, Central, Hong Kong by not later than 4:00 p.m. on 18th February, 2002.

Closure of register of members, listing and dealings
The register of members of the Company will be closed from 19th February, 2002 to 22nd February, 2002, both dates inclusive, for the purpose of determining the entitlements of the Shareholders under the Rights Issue.

Warning of the Risk of dealing in Shares and Nil Paid Rights Shares

It should be noted that the Shares will be dealt in on an ex-rights basis as from 15th February, 2002 and that dealings in the nil-paid Rights Shares will take place during 26th February, 2002 to 8th March, 2002 (both dates inclusive) whilst the conditions to which the Rights Issue are subject remain unfulfilled. Any persons dealing in Shares up to the date on which all such conditions are fulfilled and any persons dealing in nil-paid Rights Shares will accordingly bear the risk that the Rights Issue may not become unconditional and may not proceed. Any Shareholder or other person contemplating selling or purchasing Shares and/or nil-paid Rights Shares during such period who is in any doubt about his position is recommended to consult his professional adviser.

GENERAL MANDATES

The Directors will also seek the approval of Shareholders to grant the Directors a general mandate to repurchase securities representing up to 10% of the share capital of the Company as at the date of the resolution as enlarged by the Rights Issue and to issue further securities representing up to 20% of the share capital of the Company as at the date of the resolution as enlarged by the Rights Issue and any Shares repurchased by the Company in the SGM.

GENERAL

In accordance with the Listing Rules, the Rights Issue requires the approval from the Independent Shareholders. Mr. Chan and his associates, as defined in the Listing Rules, will abstain from voting on the resolution(s) approving the Rights Issue. The Independent Board Committee will advise the Independent Shareholders on the terms of the Rights Issue. An independent financial advisor will be appointed to consider the Rights Issue and to advise the Independent Board Committee on the Rights Issue. A circular containing further details of the Rights Issue, the advice of the independent financial advisor together with SGM notice convening the SGM will be sent to Shareholders as soon as practicable. In the event that the Independent Shareholders pass the resolutions to be proposed at the SGM, a prospectus containing details of the Rights Issue, together with a provisional allotment letter and form of application for excess Rights Shares, will be despatched to Shareholders on 22nd February, 2002.

The trading of the Shares on the Stock Exchange was suspended at the request of the Company at 10:00 a.m. on 16th January, 2002. The Company have made an application to the Stock Exchange for the resumption of the trading of Shares on the Stock Exchange at 10:00 a.m. on 18th January, 2002.

Terms used in this announcement

"Board"
the board of Directors

"Company"
Digital World Holdings Limited, a company incorporated in Bermuda with limited liability and the issued Shares of which are listed on the Stock Exchange

"Directors"
the directors of the Company

"Ever-Long"
Ever-Long Securities Company Limited, the arranger of the Rights Issue

"Group"
the Company and its subsidiaries

"Hong Kong"
the Hong Kong Special Administrative Region of the People's Republic of China

"Independent Board
the independent board committee formed by the independent

Committee"
Directors to advise the Independent Shareholders on the Rights Issue

"Independent Shareholders"
Shareholders other than Mr. Chan and his associates (as defined in the Listing Rules)

"Listing Rules"
the Rules Governing the Listing of Securities on the Stock Exchange

"Mr. Chan"
Mr. Chan Tak Hung, the Chairman and one of the executive Directors, now beneficially holding existing 123,357,411 Shares, representing approximately 18.73% of the existing issued share capital of the Company.

"Overseas Shareholders"
the Shareholders other than the Qualifying Shareholders

"Qualifying Shareholders"
Shareholders whose names appear on the register of members of the Company at the close of business on the Record Date, and whose addresses, as shown on the register of members of the Company, are in Hong Kong

"Record Date"
22nd February, 2002 being the date by reference to which entitlements to the Rights Issue will be determined

"Rights Issue"
the proposed issue by way of rights to Qualifying Shareholders of 7,245,569,298 Rights Shares

"Rights Shares"
the new Shares to be issued pursuant to the Rights Issue

"Share(s)"
share(s) of $0.01 each in the share capital of the Company

"Shareholders"
holders of the Shares

"SGM"
the special general meeting of the Company expected to be held on or about 22nd February, 2002 to approve, among other things, the Rights Issue and the general mandates to issue and repurchase securities of the Company

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Subscription Price"
$0.015 per Rights Share payable under the Rights Issue

"Underwriters"
Mr. Chan, Luen Fat Securities Company Limited, First Securities (HK) Limited, ONG Asia Securities (HK) Limited, Ever-Long Securities Company Limited, AMS Corporate Finance Limited, Upbest Securities Company Limited, Coin Fall Limited, Great China Brokerage Limited, New Universe Securities (HK) Limited, Emperor Securities Limited, Sun Hung Kai International Limited, Koffman Financial Group Limited, International Capital Network Limited and Kingston Securities Limited . The Underwriters, except Mr. Chan, are independent third parties, not connected with the Group, directors, chief executive or substantial shareholder of the Group or any of their respective associates (as defined in the Listing Rules)

"Underwriting Agreement"
an agreement dated 17th January, 2002 entered into between Mr. Chan, the Company and the Underwriters in relation to the underwriting and certain other arrangements in respect of the Rights Issue

"$"
Hong Kong dollars

By order of the Board

Digital World Holdings Limited

Chan Tak Hung

Chairman

Hong Kong, 17th January, 2002
"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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