Managing Director’s
Statement

FINANCIAL REVIEW

Turnover for the period amounted to HK$292.40 million
(2003: HK$127.80 million), representing an increase of
129% over that of last period.

The increase in turnover was principally attributable to
the two new businesses namely sales of developed
properties and commission income from the disposal of
non-performing assets which has recorded a turnover
of HK$71.03 million and HK$69.76 million respectively
during the period. In addition, the turnover in respect
of trading in securities has also increased HK$16.88
million.

Sales of developed properties and commission income
from disposal of non-performing assets has contributed
HK$9.30 million and HK$69.76 million operating profits
respectively to the Group.

Due to success in tighten cost control to reduce
expenses, corporate administrative expenses have
reduced by HK$8.20 million, representing a decrease of
22%.

Regarding finance costs, the Group has principally repaid
all its HK dollar denominated debts including bank loans
and other loans since the second half of year 2003. In
this regard, interest expenses for the period was reduced
significantly by HK$10.10 million, representing a
decrease of 43%.
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FINANCIAL REVIEW (continued)

Share of results of associates for the period was mainly
from ClI Limited (“Cll"”). Comparing the two periods,
profit contribution from associated companies decreased
by HK$10.36 million. The main reason was that there
were no profit shared from Jiangxi Copper Company
Limited (“JCCL") during the period. The Group has
disposed of the entire interest in JCCL in the second
half year of year 2003. JCCL has contributed HK$17.13
million profit to the Group in the last period. The
increase in profit contribution from ClIl of HK$9.08
million has partly compensated the decrease in profit
brought by JCCL.

The collective effect of the above factors caused net
profit for the period to increase to HK$122.91 million
(2003: HK$61.25 million), represented an increase of
101%. EPS has also recorded an increase of 73% to
8.1 Hong Kong cents. The percentage increment was a
bit lower than that of net profit, which was due to the
dilutive effect of new shares issued during the period.

BUSINESS REVIEW

The performance of the Group’s principal core businesses
during the period and the management strategies of
those businesses are discussed in detail below.

PRC Property Investment

The Group's strategy is to achieve vertical integration to
provide full-range property related businesses and
services. These businesses and services include
investment for rental purpose, property development,
property sales, property management, property leasing,
agency and consulting services.
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Managing Director’s
Statement

BUSINESS REVIEW (continued)

PRC Property Investment (continued)

The Group carries out and operates its PRC property
investment businesses by establishing project companies
such as Beijing East Gate Development Co., Ltd. (“East
Gate Development”), Beijing Yinda Property
Management Limited. (“Yinda"”), Shenyang East Gate
Development Co., Ltd. (“Shenyang East Gate”), Beijing
East Gate Wangjing Real Estate Co., Ltd. and Beijing
East Bay Investment Consultants Ltd.

During the period under review, gross rental income
from East Gate Plaza of East Gate Development was
maintained at a relatively stable level of HK$39.90
million (2003: HK$40.77 million) generating an after
tax contribution of HK$27.80 million (2003: HK$19.70
million) to the Group. Improvement in the after tax
contribution of East Gate Development was a result of
cost control by way of significantly reducing corporate
and administration expenses. The Group maintains the
growth strategy of delivering high standard management
services and to provide a secured and hygiene living
environment to attract quality tenants.
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BUSINESS REVIEW (continued)

PRC Property Investment (continued)

The Group has invested in a property development
project in the Tiexi District of Shenyang by the end of
year 2003 targeting at the middle income customers.
The first phase of the development project is named
East Gate Time Garden, which comprises 16 blocks of
nine-floor height garden flats. During the period, East
Gate Time Garden started pre-sale and recorded
approximately HK$9.30 million profit from sale of
developed units. The Directors expect that all the
remaining units of East Gate Time Garden can be sold
in the second half-year of 2004 and further increase
the profit contribution from sales of developed
properties. The construction works of the second phase
of the project has commenced. The project was named
East Gate Metro Garden and will comprise 13 blocks of
residential units and 2 blocks of commercial and office
units. The Directors expect that East Gate Metro Garden
will be available for pre-sale in the second quarter of
year 2005.

Currently the property complexes under the
management of Yinda are over 21 projects. In term of
area, Yinda managed over 1.7 million square meters
floor area. During the period, Yinda recorded a turnover
of approximately HK$ 37.92 million with gross profit of
approximately HK$12.84 million and net profit after tax
of approximately HK$3.2 million. The gross profit ratio
and net profit ratio are approximately 34% and 8%
respectively.

The Wangjing redevelopment project and the “Siheyuan”
project are on schedule and in good progress. The
businesses in the other sectors are also progressing
smoothly.
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Managing Director’s
Statement

BUSINESS REVIEW (continued)

Infrastructure Investment

During the period, Cll contributed HK$45.30 million
(2003: HK$36.22 million) profit to the Group,
representing an increase of 25%. The strategy of Cll
for the time being is still aimed principally at reshuffling
the project portfolio to increase the magnitude and
quality of returns.

At the balance sheet date, Cll has interests in the
following infra-structure projects:

HEEW

Project names

Luohe Shahe Bridge LIPS DN

Wangdian Bridge FIEMZRIE
Jiangxi #320 State-road YL 7832060 8
Wuhan Baishazhou Bridge RZEB DN AR
Henan Zhoukou #311 State-road  JAIEG A A 3116 &
Taian Nature Gas Pipeline RLERARE B

During the period, Cll entered into an agreement to
dispose of the entire interest in the Zhaoging Bridge
and recorded a reasonable profit.

Currently, Cll is negotiating with the Wuhan Municipal
Government for the disposal of the Wuhan Baishazhou
Bridge. The Directors expect that both parties will reach
an agreement by the end of year 2004. At the same
time, Cll is considering a proposal to invest in an oil
ferry and storage project.
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BUSINESS REVIEW (continued)

Financial Investment
Non-Performing Assets Disposal

The prominent recovery in the consumer and property
markets in Macau during the period has created a good
fundamental environment for the Group’s non-
performing assets disposal business and enabled the
non-performing assets disposal activities to be carried
efficiently in large scale. Up to the balance sheet date,
the Group has concluded disposal contracts with
contract amount in excess of HK$480.00 million in
aggregate. More than 50% of the book value of the
Macau Assets has been disposed of. According to the
terms of the Asset Disposal Contract, the Group is
entitled to receive the 3.5% commission on the disposal
of the Macau Assets amounting to HK$69.76 million in
aggregate. The commission has been received in cash
during the period.

In light of the fact that the Macau economy keeps
growing, the Directors believe that the remaining Macau
Assets can be disposed of at better terms and the Group
may receive significant performance bonus as reward.
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Managing Director’s

Statement

PROSPECTS AND STRATEGIES

Preliminary economic statistics has indicated that Hong
Kong has stepped out from the six-year long era of
deflation. The economy is expected to resume a positive
growth. Regarding the second tide of macro economic
controls imposed recently in China, the Directors believe
that the controls will achieve their purpose of cooling
down the overheated economic expansion, and thus
avoid the adverse result of a hard landing in the China’s
economy. The trend of movements in both the Hong
Kong and China markets has positive and good impacts
to the Group’s development.

Strategically the Group wishes to utilize the advantages
of China Cinda having around RMB1,000 billion worth
non-performing assets and a decade of solid and
successful experience in direct investments and capital
market operations of the Group to formulate a new
method of non-performing assets disposal and to
participate more vigorously in non-performing assets
disposal businesses. The successful experience in the
disposal of the Macau Assets has strengthened the
Directors’ confidence in expanding further in non-
performing assets disposal businesses.

The Directors believe that the non-performing assets
disposal businesses will bring in great returns to
shareholders of the Company. The Directors expect to
continue with such non-performing assets disposal
business and intend to finalize certain of these non-
performing assets disposal projects in the near future.
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INTERIM DIVIDEND

The Directors do not recommend the payment of any
interim dividend for the six months ended 30 June 2004
(2003: Nil).

By order of the Board
Gao Jian Min
Managing Director

Hong Kong, 17 September 2004
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