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The Group achieved pleasing growth in 2003 in the context of a
recovering economy and a strengthening Hong Kong market. Following the
difficulties caused by Severe Acute Respiratory Syndrome (SARS) in the first
half, the market rebounded, supported by an inflow of funds, confidence
regarding the prospects of P.R.C. issues, and improved local and
worldwide market senfiment. The Group's performance for the year was
positively affected by this resurgence. The development of additional
revenue streams also supported the improved result. The Group's
performance also benefited from lower provisioning for doubtful debts,
resulting from the improved capital market and stringent credit control,
together with the write-back of some provisions from past years. On the
other hand, the adverse judgment recently received in our litigation with
New World Development Company Limited substantially reduced the profit
we would otherwise have made, as we have provided an additional

HK$58 million approximately pending the outcome of any appeals.

The Group undertook a share repurchase and loan note issuance program
during the year. The program was designed to benefit shareholders by
providing additional liquidity fo those shareholders who at the time wished
to dispose equities and hold fixed income loan notfes. Also, the benefits of
the program for those investors who chose to retain their shares are
demonstrated in the earnings per share which increased by 53.3%,

compared fo the overall profits increase of 31.5%.

The Group reaffirms its commitment to deliver a comprehensive range of

quality financial services and products to its increasing client base.
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The Board has decided in the light of the Group’s improved earnings that
it would be appropriate to share the benefit with shareholders and
accordingly has recommended a special dividend of HK4 cents per share
together with a normal final dividend of HK2 cents per share making a

total of HK8 cents per share for the year.

ASSOCIATED COMPANIES

During the year, the Group's three principal associated companies

recorded satisfactory performances.

Tian An China Investments Company limited recorded a 16% increase in
sales of fofal gross floor area over 2002 and increased ifs nett profit by
approximately 17.7%. The company’s current development projects,
together with its substantial land bank are expected to benefit the company

in the future.

Quality HealthCare Asia Limited’s operating profit improved as it continued
to focus on its core healthcare business, to further develop its client base,
and provide additional medical, including specialist, services for Hong
Kong. The company is now better positioned as a result of recent corporate

resfructuring.

Yu Ming Investments Llimited rationalized its equity and debt securities
portfoho while retaining an investment in a shopping mall and participating

in a joint venture exhibition centre af the Hong Kong International Airport.

RESULTS FOR THE YEAR

During the year, the Group recorded a 27.7% increase in profit before tax
to HK$299.8 million (2002: HK$234.7 million re-stated). Consolidated
profit affributable to shareholders increased by 31.5% to HK$241.9 million
[2002: HK$184.0 million re-stated). As a result of the share repurchase,
earnings per share (EPS) increased much more rapidly than tofal profit with
an increase of 53.3% to HK18.7 cents (2002: HK12.2 cents). Turnover
was HK$667.5 million for the year, against HK$564.2 million for the

previous year.
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OPERATIONS

The Group reaffirms its commitment to deliver a comprehensive range of

quality financial services and products to its increasing client base.

BUSINESS EXPANSION
In June 2003, the Group acquired the brokerage firm, Shun loong

Holdings Limited with a view to increasing market share in Hong Kong and

the Greater China region.

The Group's newly incorporated wholly-owned subsidiary, Sun Hung Kai
International Bank [Brunei] Limited was granted the first full license to
conduct infernational bcmking business in Brunei, inc|uding non-resident
deposittaking, credits, money collections and transmissions; foreign
exchange, guarantee issuance, investment banking and other banking

services.

EXTENSION OF FINANCIAL PRODUCTS AND CLIENT
SERVICE CAPABILITIES

The Group continues fo expand and increase ifs service offerings and client
service capabilities. Online trading of the Hang Seng Index (HSI) futures
contracts and H-share Index futures was launched in late 2003 and is now
profitable, whilst the SHK US$ Yield Plus Fund grew over 86% in terms of

client assets under management to more than US$200 million.

The Group's position as a market maker and a liquidity provider for several
leading financial institutions enables us to offer attractive derivative warrant
trading programs to our clients. The Wealth Management team is in a
strong position to offer tailor-made financial solutions utilizing a full range
of financial products. Following its success in the SHK US$ VYield Plus Fund,
our Alternative Investments department has recently launched a second

fund, the SHK Value Restructuring Fund, strictly for qualified investors.
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The on-going development of our IT systems has enabled the Group to offer
our traditional clients the additional flexibility of online and Interactive Voice

Response (IVRs) trading as an adjunct to their broker relationship.

PEER RECOGNITION

The Group's Arbitrage and Derivative Trading operations resulted in a
consistently high ranking in the HKEx Turnover Ranking for traded options.
In the EuroMoney survey published in December 2003, being a survey of
over 1,000 private banks globally, the Group was the only Hong Kong
based firm to be voted as the “Best Specialist Providers in Precious Metals

Investing” under the Hong Kong category.

RESEARCH

The Research division maintained its productivity and independence in
delivering quality analytical reports based on site visits and both
fundamental and technical analysis. As an indication of its research
capability, its “model portfolio” of stocks substantially outperformed the HSI
and registered a gain of 68.6% in 2003.

OUR COMMUNITY

The Group continues fo promote and support worthwhile causes. As in
previous years, we partnered with University of Hong Kong School of
Professional And Continuing Education (SPACE) to offer scholarships to the
three top performing students from the Financial Studies Certificate
program. We were also the main sponsor for the 14th China-Hong Kong
Investment Stimulation Competition 2003-2004, a joint university investment
competition with the aim of providing students in both the mainland and
Hong Kong with the opportunity to gain financial knowledge regarding

investment strategies in different markets through an online investment

simulation game.
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OUTLOOK

The economic outlook for 2004 presently appears stronger than in 2003
in view of the expected growth momentum in the U.S. in a presidential
election year, increasing business opportunities through the mainland'’s
continued strong economic growth, and supportive measures in Hong Kong
such as the introduction of the Individual Visa Scheme and the Closer
Economic Partnership Arrangement (CEPA|. First quarter market figures, if

continued, are expected to sustain this momentum at least in the first half.

Conversely, intractable problems such as the huge “twin deficits” of the
U.S. trade and currency imbalances more generally, and a politically

uncerfain world could adversely impact on the positive outlook.

The Group is committed to strengthening ifs position as one of Hong Kong's
leading local financial institutions and to continuing its role as a major
participant in the financial services industry. The Group's strong balance
sheet and sound market expertise places it in a strong position to meet new
business and market challenges and respond to regulatory and statutory

developments as they occur.

APPRECIATION

On 1 March 2004 Mr. David Hui resigned from his post of Deputy
Chairman and Chief Executive Officer but remains as a Non-Executive
Director on our Board. We offer our special thanks and appreciation for

his contribution to the Group.
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Finally, | would like to take this opportunity to thank our shareholders for RiE  AABRRODBHZILBROHE &
their support; my fellow directors, our senior management, professional NEEF SEEEAS HEFEREEINS

advisors and employees for their dedication; and our clients for their N ARERNEPHEREEE IR -

confidence and loyalty.
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Arthur George Dew TE
Chairman IKEEE

13 April 2004 —EEMEMA+=A



