CHAIRMAN’S STATEMENT

During the year, Hong Kong’s economy continued to experience
difficulties, which led to a weak demand for loans. Rising personal and
business bankruptcies, together with high unemployment, a huge deficit
and persistent deflation, also put pressure on the Group’s earnings.
Hong Kong experienced an unprecedented economic downturn during
the first half of the year due to the outbreak of SARS starting in the first
quarter of 2003. The overall business and financial performance of the
Group suffered significantly.

This year the Group recorded a turnover of approximately
HK$561,105,000 representing an increase of 293% from
HK$142,594,000 for the previous year. The loss attributable to
shareholders for the year ended March 31, 2004 was HK$108,838,000
when compared with a gain of HK$190,447,000 in 2003.

CREDIT CARD BUSINESS

The SARS outbreak and the hardships associated with it had a negative
impact on nearly all sectors of the economy in the first half of the year
and our credit card business experienced adverse effects. Credit demand
in the consumer finance field continued to fall and consumer confidence
was weak. During the year, interest rates kept falling to new lows,
leading to a keen competition and decrease in our net interest income.
Nevertheless, the Group’s charge for bad and doubtful debts decreased
sharply by 76.4% to HK$8,631,000 from HK$36,574,000 in the previous
year. The Credit Card business recorded a turnover of approximately
HK$17,356,000, representing a decrease of 56.6% from 2003.

Nevertheless, we were able to benefit from the economic rebound,
improvement in labour market and the implementation of positive credit
data sharing in Hong Kong, in the second half of the financial year
through continuous marketing efforts, we experienced a significant
expansion in our customer base.

The Group is pursuing the possibility of expanding its credit card
logistics/processing services into China by marketing tailor-made,
turn-key, full service credit card issuance, processing and logistics
services to PRC companies, especially financial institutions, such as
banks and insurance companies.

FINANCIAL AND SECURITIES INVESTMENT

The financial and securities investment division of the Group recorded
a turnover of approximately HK$490,611,000 for the year ended March
31, 2004, representing an increase of 928% from HK$47,717,000 for
the previous year. The financial and securities investment division
recorded an operating loss of HK$74,614,000 as compared to profit of
HK$201,697,000 in 2003. The loss was mainly attributable to the
realised and unrealised loss on other investments in China Gas Holdings
Limited (“China Gas”).
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CHAIRMAN'’S STATEMENT - continued

FINANCIAL AND SECURITIES INVESTMENT - continued

At the end of March 2003, the other investments held by the Group
primary consisted of its 26.41% shareholdings in China Gas. The Group’s
investments in China Gas have been dealt with in accordance with the
Group's accounting policy for other investments and is stated at HK$0.86
per share based on the market value of the shares at the balance sheet
date and recorded an unrealized gain of approximately HK$227 million
for the year ended March 31, 2003.

During the year ended March 31, 2004, China Gas’s shares traded in a
price range of HK$0.64 to HK$1.22 and the market value of the shares
at the balance sheet date of March 31, 2004 was HK$0.67 per share.
During the year ended March 31, 2004, the Group disposed of
approximately 160 million shares resulting in a realized loss of
approximately HK$46.5 million and as at March 31, 2004 held
approximately 9.3% shareholdings resulting in an unrealized loss of
approximately HK$30.5 million. As a result, the Group recorded realized
and unrealized losses of approximately HK$77 million in relation to its
investment in China Gas.

On January 16, 2004, the Group entered into a share sale agreement
with Mr. Liu Ming Hui, the Managing Director of China Gas (“Mr.
Liu”) to dispose of its 250,000,000 ordinary shares of China Gas for an
aggregate consideration of HK$180,000,000. As at March 31, 2004,
the sale and purchase of 90,000,000 shares has been completed.

HEALTH CARE

The Group’s health care business recording a turnover of approximately
HK$50,777,000 and operating loss of approximately HK$7,288,000.

Global Med Technologies Inc (“Global Med”) is a leading supplier of
management information systems to U.S. blood centers. Current clients
of Global Med’s products and services manage more than 3 million
units of blood or over 22% of the U.S. blood supply each year.

Additionally, the American Red Cross conducted a pilot launch of a
state-of-the-art transfusion service management information system from
Global Med on October 22, 2002 and Global Med has been working
closely with the Safe Blood for Africa™ Foundation to provide products,
support and services to help establish urgently needed blood services
and support throughout sub-Saharan Africa, in order to help stop the
transmission of AIDS through contaminated blood transfusions, inline
with President Bush’s US$15 billion initiative to help save the lives of
AlDS-infected people in Africa and to further help decrease the spread
of AIDS in Africa.
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CHAIRMAN'’S STATEMENT - continued

OUTLOOK

In the year 2004, we have already seen the gradual recovery in the
Hong Kong economy, the declining trend of personal bankruptcies and
the availability of positive credit data of customers. The boost in job
opportunities and pick up in the property markets have changed the
consumer spending behaviour and increased the demand for consumer
loans. It is our business strategy to continue to focus on the financial
and securities investment businesses including corporate finance,
consumer finance and the credit card business. We will continue to
introduce reputable strategic partners and undertakes an aggressive
marketing strategy to create opportunities to enlarge the credit card
customer base, enhance the Group’s business connections, and build
on our brand name and international recognition.

The Group’s business direction includes diversification of country risk
through the expansion and development of its existing business model
of corporate finance, consumer finance and the credit card businesses
outside of Hong Kong with a strong focus in Singapore and the PRC.

In order to better reflect the finance nature of the Group’s principal
business, we have proposed on July 21, 2004 to change the English
and Chinese name of the Company to “China Credit Holdings Limited
W (5 B B A R 7 respectively. A special resolution will be
proposed at the annual general meeting to be held on August 26, 2004
for the shareholders of the Company to consider and if thought fit,
approve the change of name of the Company.

The Group maintained a very strong cash position throughout the year
and had a cash balance of over HK$144,311,000 as at March 31,
2004. This advantage, together with the continued growth of our core
business and prudent investment strategies, makes us highly competitive
in the current depressed economy. We are realistically optimistic about
our future. By effective utilisation of our capital, we will expand and
extend our business in the years to come.

The Group is also undertaking the development of new business activity
by combining travel-related and finance-related activity through a group
entity China Xpress Pte. Ltd. ("China Xpress"). China Xpress intends to
become a China focused company with strong international presence
and achieve this through acquisitions and strategic partnerships
throughout the travel and travel-related industries.

In the coming year, the Group will create further synergies among its
strategic partners in order to maximise its competitive advantages in
large scale operations and services.

APPRECIATION

I would like to thank the members of the Board for their guidance and
to extend my appreciation to the management and staff for their
continued dedication and hard work.

By Order of the Board
CHAN HENG FAI
Managing Chairman

Hong Kong, July 27, 2004

BV S|

23}

TR FVULE Tk RS IE A 1 B RO B
EMEHRFTCEE HOHETIEmEERE
BERE ot e I R
5w A B MR AR S 4 BR S R R
T 2R o A 2 ZE S TR WK B A A R R 4
BB HEBREE U CEME - HEF
B R AF R S o JRAM I A 48 5 ) N LAt 25
2 SR W 1 B R EURE A T 35 41 SR s 5 LA
REREIERGERHREP & 1A 4E
B 2 S W 2 K T FRAM 2 R R
A2 e

AR B 2 S5 ) LA O A R OK T Bk
JOA A il DL A o I 2 B 4 6B 5~ I 2
{5 8 M A5 MR 3685 > LA 2d HO 58 Jal B -
AT 0 3¢ K v 8 T 35 2 0B

Jh R AR E L) A R ES Ly E 2 R
Mo EENELH —+— B @A L
A S K C A R A [ China Credit
Holdings Limited ™ B {% £ & M A R 2
A ] o AU A R o A A F E A\ H
TN HEAT & E R BRI YRR B
KA ) R 2 T K A T
% 0

AR H AR NI G KRR RS A Y B E
WME=ZH=Z1+T—H B &4 HEHM
144,311,000 7T o #E 75 L 34 m b AR 2
CIRARE 353 BB S A ECS - SN
2 ) PR T RE RS R 2K A b A 1
WEF 1 PrLLE T BRI o AN
A AR FE A RO R 4 TR KR e H
EH-

AL I I 5 i — A 4 B H 8 China
Xpress Pte. Ltd. ([ China Xpress]) » & &
il A AR B e < AR TR SE 5 > LB R T 3
% o China XpressH & 7 i 15 Jik 4 J ik
AR 7] 2 TR AR AT WA R s P R P A B
b — [R] LA o [ 7l 85 Ay NI M A R [
(23 DA/

S AF 7 4 T O B T — 2 )
D 22 > DR T B I P 2
t T

B

A% N M TE I 45 R B B D
M—EWBERRENEMEE KB TR
-

K

1T E

ke 4 it

Tl _FENMELH - ++tH



