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The board of directors (the “Board”) of REXCAPITAL Financial #HHZL@MIERER AR ([AAF|)EFE
Holdings Limited (the (EFg]) BEUAMALRRAENB AR (5
unaudited consolidated results of the Company and its MBIAEE])HE-_ZEZTNFA=Z+HILER
BAZRISEZIRAEEE-

“Company”) hereby announces the

subsidiaries (the “Group”) for the six months ended 30 June
2004.

Condensed Consolidated Income Statement

For the six months ended 30 June 2004

ERAEEEAR

Bz —ZZWFEFNA=+HILNEA

Six months ended
30 June
BZEAA=1+BLEAEA

2004 2003

(unaudited) (unaudited)

—EENE —ET=F

(REER) (REER)

Notes HK$000 HK$°000

B &t FET FHE T

Turnover =3 3 131,903 23,227
Other revenue E A A 42 1,723
Cost of trading of listed securities BEELFMESFZKRA (90,776) -
Commission expenses iy (6,238) (3,098)
Amortization of intangible assets | EE#E (646) (647)
Depreciation e (1,244) (1,532)
Provision for doubtful debts RIEREE (4,500) -

Unrealized loss on revaluation BEHERHGESFZ

of trading securities REIREBIE (7,043) -
Staff costs BT KA (9,167) (6,220)
Other operating expenses HEffiE (7,993) (10,530)
Operating profit 5 4,338 2,923
Finance costs Bl & AR (6,606) (2,454)
(Loss)/profit before taxation BELAT (B1E) /85 (2,268) 469
Taxation TIE 4 - 2
(Loss)/profit for the period ANER (B 1B) iam A (2,268) 471
Dividend 1% =2 5 - -

(Loss)/earnings per share

Basic HA 6(a) (0.08) cents fili  0.02 cents 1l
Diluted B 6(b) N/A R iE A N/A 7~ i
Interim Report 2004 —ZEMFEHRHFE

R (BB &H




Condensed Consolidated Balance Sheet

At 30 June 2004

HMHGCEERER

R-FEMEAXA=1A

At At
30 June 31 December
2004 2003
(unaudited) (audited)
R-ZBZENFE R-ZZT=F
NA=+H +=-A=+—8H
(RBERZ) (LEE%)
Notes HK$'000 HK$°000
B &t FET FET
NON-CURRENT ASSETS ERBEE
Fixed assets B E & E 6,142 6,822
Intangible assets mWEE 646 1,292
Investment security KEES 50 50
Statutory deposits EEERE 3,681 3,736
Deferred tax asset R IBAEE 211 211
10,730 12,111
CURRENT ASSETS REBEE
Trade receivables & e BR 3K 7 435,279 357,548
Other debtors, deposits H At JE Y FRIE
and prepayments e kB RIE 3,389 4,935
Trading securities RHBH 9,265 35
Bank balances and cash RITHEB MRS 8 77,919 89,627
525,852 452,145
CURRENT LIABILITIES REBE
Trade payables JE 1< BR 3K 9 94,943 93,310
Other payables and accruals b ER RIB R ERER 5,387 6,984
Loan from a related company ke —HEEARZER 120) 181 -
Bank loan and overdrafts RITERREX 202,433 128,056
302,944 228,350
NET CURRENT ASSETS REBEESRE 222,908 223,795
NET ASSETS EEFE 233,638 235,906
CAPITAL AND RESERVES EXRFEE
Share capital [N 30,000 30,000
Reserves & 203,638 205,906
TOTAL CAPITAL AND RESERVES EXREERAER 233,638 235,906

REXCAPITAL Financial Holdings Limited fH&E&@IERERAT




Condensed Consolidated Statement of Changes in Equity

For the six months ended 30 June 2004

FHHGREEREEB X

é@% ffﬁ_l]f]f/\ﬁ —/‘—E,Lt/\{@ﬁ

Retained
profit/
Share Share Capital  (accumulated Special
capital premium reserve losses) reserve Total
REEHN/
R & R4 EE ExfEiE  (REFER) BRI o
HK$°000 HK$'000 HK$'000 HK$000 HK$'000 HK$°000
FERT FéEn FET FET FET FERT
At 31 December 2002, RZTE-F
as previously +-A=+—8"
reported REABR 60,000 43,652 22 (1,572) 127,581 229,683
Adjustment on adoption RihestEBER
of SSAP 12 E12% (BETHR)
(revised) Fﬂ’E% o - - - 2,191 - 2,191
At 31 December RZBE-F
2002, +-A=+—-H
as restated gl 60,000 43,652 22 619 127,581 231,874
Profit for the period KERFI - - - 471 - 471
At 30 June RZEE=F
2003 NAZ=TH 60,000 43,652 22 1,090 127,581 232,345
At 31 December RZZL=F
2003 +=ZA=+-H 30,000 - - 93,636 112,270 235,906
Loss for the period AEEE - - - (2,268) - (2,268)
At 30 June R-ZZEEME
2004 AA=TH 30,000 - - 91,368 112,270 233,638
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Condensed Consolidated Cash Flow Statement

For the six months ended 30 June 2004

’F‘%HE*EFAiﬁﬁu’EE%

if@fﬁ/\ﬁ —/‘—Elt/\/ﬂﬁ

Six months ended
30 June
BZEAA=1+BHLEAEA

2004 2003
(unaudited) (unaudited)
—EENF —ET=F
(REEZ) (REEEZ)
HK$'000 HK$°000
FETT FHET
Net cash used in operating activities ARREETBH RS RN (79,111) (148,864)
Net cash used in investing activities ARREEBHZHE RN (606) (49)
Net cash generated from REmMETEZ
financing activities BEeREE - 61,975
Decrease in cash and cash equivalents RERBELSZEYZRD (79,717) (86,938)
Cash and cash equivalents R—A—HZzBEER
at 1 January REeEEEY (99,727) 18,036
Cash and cash equivalents RAA=+HZEER
at 30 June REEEY (179,444) (68,902)
Analysis of the balances of cash REeRASEEY
and cash equivalents e AT
Bank balances — general accounts RITHER— —REP 22,965 44,994
Cash in hand FHERAS 24 20
Bank loan and overdrafts RITERREX (202,433) (113,916)
(179,444) (68,902)
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Notes to the Condensed Unaudited Consolidated Accounts
For the six months ended 30 June 2004

EAREFRARS RE M

BE_—ZEWNFENA=+HILNEA

1.

BASIS OF PREPARATION

The condensed interim accounts are unaudited, but have
been reviewed by the Company’s audit committee. The
condensed consolidated accounts of the Group have been
prepared in accordance with applicable disclosure
requirements of Appendix 16 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and with Statement of Standard
Accounting Practice (“SSAP”) 25 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified
Public Accountants.

The Company is an investment holding company. Its
subsidiaries are principally engaged in the provision of
financial services including money lending, investment
trading and holding, broking, securities margin financing,
corporate finance and asset management.

On 12 January 2004, the Group entered into a conditional
sale and purchase agreement with REXCAPITAL Group
Limited regarding the disposal of the entire issued share
capital of REXCAPITAL Financial Group Limited (“RFG") at
a consideration of HK$229,000,000, subject to adjustment
with reference to the unaudited consolidated net asset value
of RFG and its subsidiaries (together the “RFG Group”) as
at the determination date in accordance with the terms of
the sale and purchase agreement, and will be payable in
cash upon completion. RFG Group is principally engaged in
the provision of financial services including broking,
securities margin financing and asset management. This
transaction has not been completed up to the date of the
accounts.

Upon completion of this disposal, the Group will cease to
provide broking, securities margin financing, corporate
finance and asset management services, but will continue
to engage in the money lending, investment trading and
holding activities.

Accordingly, the broking, securities margin financing,
corporate finance and asset management segments are
reported in the accounts for the six months ended 30 June
2004 as discontinuing operations.

mELEE

AEAPHRADARLEZ EEHEAR
RIZBRZEE@RM -AREZEHHKRE
REDIRBEEEMAERIMERARES
EmRA(TEMARRN) M ER16PTE 2 58
REBRRAERBEAGMAGEMZES

BERER ([SHEBER]) H255% [ 5
MEHE] MimeL-

ARATD—BREZERQF HWHE A A
TERHER RETERER KL%
B ESARBE CXREREEEES
& B AR 75 o

RZETMHF-—A+—A A5EEHSE
REXCAPITAL Group Limited%s 5] & 114 &
E &% © 1 & REXCAPITAL Financial Group
Limited ([RFG] ) 2 H B BITRA - RER
229,000,000/ 7T " AR R B & % 2 15
FARIERFGR H KT B 2 7] (418 [RFGHE
B REEEMACEREEEELF
BEmAE WHTEHKEUR S -RFGE
BrZXBARECARE REELE
% BHEAERRERBZREEER -ZEXK
BREIE HEZSEARTK

Rt E KR NEEKEERHEL
X% BLEIRBERE UAREEBRER
BEEERG EEBEREERULRR
BEEBEREBES-

At BEEB BFFARBE CEBE
LREEEERESBREBEE_TZTNF A
=THRERNEAZKREFRHBAK LS
Eik
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Notes to the Condensed Unaudited Consolidated Accounts (continued)
For the six months ended 30 June 2004

EAREFLAES IRE M @

BE_ZFEMFENA=+HILNEA

2.

PRINCIPAL ACCOUNTING POLICIES

The condensed accounts have been prepared under the
historical cost convention, as modified for the revaluation
of investments in securities.

The accounting policies adopted are consistent with those
followed in the preparation of the Group’s annual accounts
for the year ended 31 December 2003.

BUSINESS AND GEOGRAPHICAL SEGMENTS

An analysis of the Group’s unaudited turnover and
segmental results for the period by principal activities is as
follows:

Business segments
For the six months ended 30 June 2004

ETREFTHER
MAKRE S RELRAEORE 5
5B BRINE B

FRAZ B BERAEERE-FE=
F+-A=t+-RLFEEERA FF
B

EBRibE DI
AT RAREHAREE T BZRBHRLE
BRCEEBERDMERIELZ DM

ek
BE_TEMFENA=1THINEAR

Continuing Discontinuing
HE &b
Investment Corporate
trading Securities finance
Money and margin and asset
lending holding Broking financing management Total
t¥RYE
REEE BEFR &
ER RER BREH mE BEEEE @
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEL FEn FEL FEL FET FEL
REVENUE
Turnover EER 9,799 90,697 18,990 10,671 1,746 131,903
RESULTS ES
Segment profit/ PEEF
(loss) (B#8) 7,188 (6,829) (1,509) 946 (109) (313)
Net unallocated AOBHRX
expenses Pk (1,955)
Loss before taxation BREAIEE (2,268)
Taxation WA -
Loss for the period KHEE (2,268)

REXCAPITAL Financial Holdings Limited fH&E&@IERERAT



Notes to the Condensed Unaudited Consolidated Accounts (continued)
For the six months ended 30 June 2004

BRRAKLEZGZSRBME @

HE=
3.

ffﬁ_l]f]:'/\ﬁ —/‘—E,Lt/\{@ﬁ
BUSINESS AND GEOGRAPHICAL SEGMENTS

(continued)

Business segments (continued)
For the six months ended 30 June 2003

3. ¥¥riESD

o (&)

BB (E)
BE_ZE=FHA=+HINEA

Continuing Discontinuing
HE ik
Investment Corporate
trading Securities finance
Money and margin and asset
lending holding Broking financing management Total
t¥RE
REEE BEFR R
X RER B Mg EEER @it
HK$'000 HK$°000 HK$'000 HK$°000 HK$'000 HK$°000
FET FER FET FET FET FET
REVENUE &
Turnover = L 7,805 95 10,896 3,669 762 23,227
RESULTS ES |
Segment profit/ PEEF/
(loss) (B#8) 7,861 95 (7,107) 2,619 302 3,770
Net unallocated APBERX
expenses ek (3.301)
Profit before taxation BR B¢ A1 469
Taxation GiaE| 2
Profit for the period R 4n

As over 90% of the Group’s turnover and (loss)/profit before
taxation are derived from Hong Kong, no analysis of
geographical segments has been disclosed in the condensed
consolidated accounts.

TAXATION

No provision for Hong Kong profits tax has been made in
the accounts as the Group has no estimated assessable
profits for both periods.

The taxation credit in 2003 represents the overprovision of
Hong Kong profits tax in previous years.

There is no material deferred tax effect in both periods.

DIVIDEND

The Board does not recommend the payment of an interim
dividend in respect of the six months ended 30 June 2004
(2003: HK$Nil).

HRAEBEBIBEI0% 2 E X5 MR AT

(B8 af Ty REEE Fib ERE
RiraREBREE D

BiIR

P 7 P B ) S A 7 A B R B A - Bt
AEERBUERTENCSVELRE-
—EE-FERBERDEFEENEH
TR
ZMERARTEENRERGTE-

=N
EEGWTEBRNEBEE_ZTZMF; \ﬁ
=+ H1IERERZFER /m(_7 =
T o
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Notes to the Condensed Unaudited Consolidated Accounts (continued)
For the six months ended 30 June 2004

BRRAKLEZGESRBEME @

BE=
6.

7.

if@fﬁ/\ﬁ —/‘—Elt/\/ﬂﬁ
(LOSS)/EARNINGS PER SHARE

(a) Basic (loss)/earnings per share

6. R (BER) BF

The calculation of basic (loss)/earnings per share is
based on the Group’s loss for the period of
HK$2,268,000 (2003: profit of HK$471,000) and on
the weighted average number of 3,000,000,000 (2003:
3,000,000,000 as restated) ordinary shares in issue
during the six months ended 30 June 2004.

The weighted average number of ordinary shares in
issue during the six months ended 30 June 2003 has
been adjusted to reflect the effect of the capital
restructuring undertaken in December 2003.

(b)

Diluted (loss)/earnings per share

Diluted loss per share for the six months ended 30
June 2004 is not presented as the potential ordinary

shares are anti-dilutive.

No diluted earnings per share has been calculated for
the six months ended 30 June 2003 as there was no
potential dilutive ordinary shares in issue.

(a)

(b)

SREX (FR) EF

BREX (BB) /B TRAEEH
M E182,268,0008 L (ZET =4

= F471,000870) RBEZTTMF
NAZTHLEARBABBITEBR
hn#E S 15 #83,000,000,0008 (- 2=

=4 :3,000,000,0000% ' L&) 5t
o
@§:§:=:$ﬁﬂ:+ai/‘ﬂlﬁ
ZEBITEERZMETHHEEEE
AR -_EZ=F+ -T2
BAREHZ FE-

SER#E (F5B) BA

EEb_A/El LHX%&%% E&lﬂ:lﬁ
Iﬁljai—ggmfﬁ/\ﬂ_jLElﬂ:/\

BRAZEREEEE-

EEE"jiﬁE%’f TEHMETE I BTEE

BRI EBAEHETT=F
NAZTHRELERNBEAZERE SR
e

TRADE RECEIVABLES 7. FEUBEZR
At At
30 June 31 December
2004 2003
R-ZBZ2ENE R-IZT=F
RA=Zt+H +ZA=+—H
HK$’000 HK$°000
FHET FATT
Margin client receivables, net JEW IR B P RIBFEE 196,374 169,989
Other client receivables, net JEH&,H\@%)E' KR FRR 9,403 15,406
Broker receivables JiE L 4% 4 612 4,407
Amounts due from clearing houses JE Uk ,ﬁ%ﬁiﬁﬁ 31,870 9,761
Loan receivables JE W & R 187,124 151,935
Loan interest receivables JE W B ZRF 8 9,896 6,050
435,279 357,548
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Notes to the Condensed Unaudited Consolidated Accounts (continued)
For the six months ended 30 June 2004

EAREFRAES RE M @

BE_—ZEWNFENA=+HILNEA

7.

TRADE RECEIVABLES (continued)

Margin client receivables are repayable on demand, bear
interest at prevailing market rates and are secured by clients’
securities listed on The Stock Exchange of Hong Kong
Limited (the “SEHK") with a market value of approximately
HK$446 million as at 30 June 2004 (31 December 2003:
HK$542 million). No aged analysis is disclosed for margin
client receivables as in the opinion of the directors of the
Company (the “Directors”), the aged analysis does not give
additional value in view of the nature of business of
securities margin financing.

The settlement terms of other client receivables, broker
receivables and amounts due from clearing houses are 1 to
2 days after the trade date. Included in these receivables
are receivables of HK$5,995,000 (31 December 2003:
HK$117,000), the age of which is less than 1 year but
more than 30 days, while the age of the remaining balances
is within 30 days.

Included in the above client receivables as at 30 June 2004
are the accounts of associates of certain Directors of
approximately HK$17,307,000 (31 December 2003:
HK$12,898,000). The amounts due from the associates are
of similar trading terms as the other clients.

The remaining maturity of loan receivables as at 30 June
2004 is as follows:

FEURBR X (#4)

EBRAFREFRBEBRIZERER &
ERTSHNERAB UABRFPREEHRA
REMABRAR ([BRFET]) EmzFESR
B ZEBALAN _EENEA=1H
2 T {E #1446,000,0005 0 (ZEE=F1+
— A=++—H:542,000,0005 7T ) - A
RAEE([EE]) RENBHFITERE
¥BMEms REOoMEE T A Atk
BREERENFTREEFREZERENINE
e

FE UG H b % SR - I AR 40 B K R IR
EERPEARNSSHEE —EMANRNEE
L ERREEREREE—FUAR-B=
+ B M F 2 U EIES,995,0008 T (=&
E=F+_-_A=+—B:117,00087T) ' M
HEspEW BRIk A=THNRA-

TR ZEEMEANA=THZEREP
HERRERETEEZBBALTZERRP
#917,307,0008 T (ZEE=F+_A=
+—H:12,898,000/& 7T) - fEUR B &8 A £
REZRPEFREAEMESBES-

NR_ZEENMENA=THREKERZ b
BT

At At
30 June 31 December
2004 2003
R-ZBZ2EWNE R-IZT=F
ANRA=t+H+ZHA=+—8H
HK$'000 HK$°000
FAET FAETT
Three months or less =@AxNA 122,954 38,816
One year or less but over three months —& A RN1E =18 A N 64,170 113,119
187,124 151,935
8. BANK BALANCES AND CASH 8. WMITHBRKRSE
At At
30 June 31 December
2004 2003
R-ZZENFE R_FT=F
AA=t+HB+ZRA=+—H
HK$°000 HK$'000
FET FAETT
Bank balances RITH
— general accounts ——REFP 22,965 28,305
- segregated accounts —BIRP 54,930 61,298
Cash in hand FHERES® 24 24
77,919 89,627
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Notes to the Condensed Unaudited Consolidated Accounts (continued)

For the six months ended 30 June 2004

BRRAKLEZGESRBEME @

gfé% ifﬂ]fﬁ/\ﬁ —/‘—Elt/\/ﬂﬁ
9. TRADE PAYABLES

9. MR

At At

30 June 31 December

2004 2003

R-ZBZENFE RZIZTZT=F

ANA=+B+=ZA=+—H

HK$'000 HK$°000

FET FET

Margin client payables ERFFREFRIE 15,643 28,363
Other client payables JEH,H\@%)E' X18 79,005 64,751
Broker payables JESHAE 4 295 196
94,943 93,310

Margin client payables and other client payables are
repayable on demand and bear interest at prevailing market
rates. No aged analysis is disclosed for margin client
payables and other client payables as in the opinion of the
Directors, the aged analysis does not give additional value
in view of the nature of business of securities margin
financing and broking.

The settlement terms of broker payables are 1 or 2 days
after the trade date. The age of these balances is within
30 days.

10. CONTINGENT LIABILITIES

The Group has no significant contingent liabilities as at 30
June 2004 (31 December 2003: HK$Nil).

11. COMMITMENTS

As at 30 June 2004, the Group’s future aggregate minimum
lease payments under non-cancellable operating leases are

BNAFREPFIAREMNEME P HIAM
RFiZBRER ZEFMHEMNEAS AR
EERAIRSTRBENELEHEE
s Rk DITEETA B 8 EE
NHFREFPFAREMNEMEP ALK
o ER -

ENERFEANI S AR —EMHEARE

B MZSREE#Y L R308
10. HARARE

R-EEMEAA=+R ARBLKE
AHABE(ZEE=F A=+
2B7) -

1. &I

R-FZEMFNA=1TH AEERET
AHEEEENEN 2 R REEHS B

payable as follows: U
At At
30 June 31 December
2004 2003
R-ZBZENFE RZIZTZT=F
AA=+B +ZA=+—H
HK$'000 HK$°000
FETT FET

Land and buildings T REF

Within one year —¢ W 3,954 3,946
In the second to fifth year inclusive ERLF (BREEEMTF) 10,681 12,468
14,635 16,414

REXCAPITAL Financial Holdings Limited fH&E&@IERERAT




Notes to the Condensed Unaudited Consolidated Accounts (continued)
For the six months ended 30 June 2004

BRRAKLEZGZSRBME @

é@% ffﬁ_l]f]f/\ﬁ —/‘—E,Lt/\{@ﬁ
11. COMMITMENTS (continued)

The Group leases office premises under operating leases.
The leases run for an initial period of one to six years. The
leases do not include any contingent rentals.

12. RELATED PARTY TRANSACTIONS

(a)

Details of the Group’s significant transactions with the
following related parties during the period are as
follows:

1. &IE (&)

AEBRBLEHVERBAE MKF

HOEBH —ZENELS WIABFEEMK
RIS o
NR.BEBEAETRS

(a) AEBRAHHEBEATREALE
TERRZ 2B T :

Six months ended

30 June
BEAA=1+HLAEA
2004 2003
—EENE —ET=F
HK$'000 HK$'000
FER T T 11
Associates of Directors EEIBMBAT
Commission, fee and interest EEHER
income arising from futures BEABRES:
and securities trading B AR SR A 1,879 545
License fee paid for
use of premises ENMEFERFAE - 743
Loan interest paid EAERHE 36 506
Loan arrangement fee paid ENERZHER 250 250

In the opinion of the Directors, including the
independent non-executive Directors, the above
transactions were entered into in the Group’s ordinary
course of business and on normal commercial terms.

The loan from a related company is unsecured, interest
bearing at prime rate plus 3% per annum and is
repayable within one year. Two Directors are also
directors and beneficial shareholders of this related
company.

During this period, the Group entered into an
agreement with a related company to dispose of the
entire issued share capital of RFG at an aggregate
cash consideration of HK$229,000,000 (note 7). Two
Directors are also directors of this related company,
and one of these two Directors is also a beneficial
shareholder of this related company.

EX (BRBUFLTES) RS £
AZZTRAEBRAERBBIEDZ
ERBEEGEFET

(b) XE—HBEERRZERREER
FHRZREBENEMI EFFE A
/,\EA FRAEBE MABAEZETRILE

BRABAIZEENERBR-

(0 BN AEBSE—FHBEEQARRE —
e LERFGEEFE BT A 1]
%+ # KR A& 229,000,000/ T
(Bat1) MBEEMAIBERF
CEE MEF—RZNALBELR

Interim Report 2004 —ZEMFEHRHFE



12

Management Discussion and Analysis

EEENWE D

FINANCIAL RESULTS

During the period under review, the Group recorded a turnover
of HK$131,903,000 (2003: HK$23,227,000) and a loss of
HK$2,268,000 (2003: profit of HK$471,000). The substantial
increase in turnover was contributed by the investment trading
and holding segment. Turnover of this segment was
approximately HK$90,697,000 during the six months ended 30
June 2004 (2003: HK$95,000).

Commission expenses increased by 101% to HK$6,238,000 for
the review period in comparison with last interim period (2003:
HK$3,098,000) which was mainly due to the increase in
brokerage income in this period.

BUSINESS REVIEW AND PROSPECTS

Last year, the Group was principally engaged in the provision of
financial services including money lending, investment trading
and holding, broking, securities margin financing, corporate
finance and asset management. In January 2004, the Company
entered into a sale and purchase agreement pursuant to which
the Company disposed of its entire interest in RFG. RFG is an
investment holding company and its subsidiaries are principally
engaged in the provision of financial services including broking,
securities margin financing, corporate finance and asset
management.

Upon completion of the disposal, the Group will continue to
engage in money lending in Hong Kong, and investment trading
and holding mainly Hong Kong securities and derivatives. In
other words, the Group will cease to provide broking, securities
margin financing, corporate finance and asset management
services. We believe the disposal represents a good opportunity
that enables the Group (i) to realize its investment in financial
services including broking, securities margin financing, corporate
finance and asset management at a reasonable price; and (ii) to
focus its resources on its other core businesses which could
generate a stable income stream for the Group.

Money Lending

Interest income from money lending business earned in this
period accounted for 7% (2003: 34%) of the Group’s turnover.
Since 2002, the Group has been recording positive results in
the money lending business. In order to protect the interests of
our shareholders, the Group will continue to adopt a prudent
and conservative financing policy and maintain strict control on
lending in an effort to control risk exposure.

REXCAPITAL Financial Holdings Limited fH&E&@IERERAT

A

7 1B B HA R - AN &R B8R 15 % 558 131,903,000
T (=TT =41:23,227,000067T)  MEEE A
2,268,000/ T (ZEZ =F - % M 471,000%
TL) cREBABEANRANKEES RITR
DHOEEBLEAZH - RBEE_ZTTNF S
A=+BILHBE ko XEENEEBENA
90,697,000/ 7T (=& ZE =4 :95,000/ 7T) °

REEEERE NEE 2 A S H BT+ B
M101%=E 6,238,000 T (Z T T = 4 :
3,098,000 ) AFZRARBAKLLER
We A K A0

EBOEERE

EF AEEZFEEBRIER SRS 21
ERER REEBERERES KLEK &
FHERE CEREREETE _TTNF
— A ARRFY—HEBEHZE B AQF
HEEMRRFGZ 2 5= RFGR — MR EER
AR EMBRARIZEEEK ARHE SRR
BRECLER BHARME DEMEURE
EERE-

RUEEHE KR AEERKEEEEBREE
REH URKEEERBBEIESRBELZ
EHRITETR-BE 2 AKERE LRER
o EBFTRBRE CERENEETERS-
ARREEHHERS—BRE EAKEGHNE
BERERENSRRFZRE EHEELE
REB BFARBE CEMEREEERE:
VA R (i) 6= o #2 BEL BRI E i BT 23 7S 52 B R ER
BEBRAZ LD ER-

BREE

/;M%ﬁ%ﬂu%w\ REMEARE B & %
B7% ( —TT=F:34% ) H-_TT_F#-
REEMNEREBMESEERR - B THER
RRz AEERKEERNEFERTARER
FoARBRZEREL RO EHRERKFE-



Management Discussion and Analysis (continued)

EEEBNWMED N @

Investment Trading and Holding

The Group expanded its investment trading and holding business
in late 2003. During the six months ended 30 June 2004,
turnover of this segment reached HK$90,697,000, which
accounted for 69% of the Group’s interim turnover. We will
continue to invest in this developing business as one of our
core segments.

Broking

During the period under review, there was significant
improvement in the Hong Kong stock market from January to
March of 2004. The average daily turnover on the Main Board
of the SEHK for the first quarter was approximately HK$19.51
billion, representing an increase of 226% compared to
approximately HK$5.98 billion for the first quarter of 2003. In
addition, the Hang Seng Index (HSI) rose to a high of 14,058 in
early March 2004.

Though the Hong Kong stock market performed positively in
the first quarter of the year, a volatile investment environment
in the second quarter affected the investment confidence. In
the second quarter, renewed fears over terrorist attacks,
heightened tension in the Middle East and rising concern over
interest-rate hikes and high oil prices all led to the downtrend
in major overseas stock markets. This, in turn, affected local
market sentiment. The HSI sank to a low of 10,917 in mid May.
The average daily turnover on the Main Board of the SEHK
during the period from April to June 2004 fell 29% from the
previous quarter to approximately HK$13.77 billion.

In China, worries over macro-economic control and credit-
tightening measures impeded investor interests on mainland
counters traded in Hong Kong. The average daily turnover of H-
shares and red chips in the second quarter of 2004 dropped to
approximately HK$3.5 billion and HK$2.2 billion, respectively,
representing a decrease of 32% and 34% over the first quarter.

Despite the unfavourable volatility in the Hong Kong stock
market, the Group’s broking business recorded a turnover of
HK$18,990,000, representing a solid growth of 74% over the
same period last year. The substantial increase in our Group’s
revenue from the broking business despite the abandonment of
the minimum brokerage rate in Hong Kong with effect from 1
April 2003 is a clear demonstration that our upgraded quality
of service was recognized and highly valued by our customers.
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Management Discussion and Analysis (continued)
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Asset Management

Leveraging off our solid performance in 2003, our asset
management business continued to grow. The Group launched
a second private fund in December 2003. That fund basically
invests in listed securities in Asia with primary focus on the
Hong Kong market and it aims to provide medium and long-
term capital growth for its investors.

Looking Ahead

The Group is optimistic that the introduction of Mainland and
Hong Kong Closer Economic Partnership Arrangement (CEPA)
and the Facilitated Individual Travel programme will create long-
term benefits to the Hong Kong capital markets and provide a
wealth of opportunities for financial companies like us. Moreover,
the Group is confident that the Hong Kong stock market will
continue to grow fuelled by the news on the decrease in
unemployment rate, the ending of deflation, etc.

Hong Kong commands the indisputable status of an international
financial centre in the Greater China region. At a crossroads
due to the challenging environment, the Hong Kong financial
sector is poised to gain from the robust economy of China and
its privatization programme. With the Group’s mission to create
a more promising future, our core advantages will support our
pursuit of exciting growth in the mainland market. The Group
will also play a greater role in providing services for other Asian
partners who would like to tap the China market.

We will also continue to seek talent with diverse, professional
backgrounds so that we can add value for our shareholders.

FINANCIAL REVIEW

Liquidity, Financial Resources and Funding

At 30 June 2004, the Group had net current assets of
HK$222,908,000 (31 December 2003: HK$223,795,000).

At 30 June 2004, the Group had cash reserves of approximately
HK$78 million (31 December 2003: HK$90 million), which
included approximately HK$55 million (31 December 2003:
HK$61 million) of clients’ funds that were kept in designated
segregated bank accounts. Most of the cash reserves were placed
in Hong Kong dollar short-term deposits with major banks in
Hong Kong.
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Management Discussion and Analysis (continued)
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The gearing ratio as at 30 June 2004 was 87% (31 December
2003: 54%). The gearing ratio was derived by dividing the
aggregate of bank borrowings and other borrowings by the
amount of shareholders’ equity. The liquidity ratio of the Group,
represented by a ratio between current assets over current
liabilities, was 174% (31 December 2003: 198%), reflecting
adequacy of financial resources.

The Group had outstanding bank loan and overdrafts of
approximately HK$202,433,000 as at 30 June 2004 (31
December 2003: HK$128,056,000). The bank loan and overdrafts
were denominated in Hong Kong dollars, interest bearing at
prevailing commercial lending rates and repayable on demand
or within one year. Listed investments belonging to clients were
pledged to secure these bank loan and overdrafts. As at 30
June 2004, the Group had an outstanding unsecured loan
granted by a related company of HK$181,000 (31 December
2003: HK$Nil). The loan was denominated in Hong Kong dollars,
interest bearing at prime rate plus 3% per annum and repayable
within one year. These loans and overdrafts were used to finance
the Group's operations. We expect that all these borrowings
will be repaid by internal generated funds.

Taking into account the financial resources available to the Group
including internally generated funds and available banking
facilities, the Group has sufficient working capital to meet its
present requirements.

Pledge of Assets

At 30 June 2004, listed investments belonging to clients with
total market value of approximately HK$352 million (31
December 2003: HK$405 million) were pledged to banks to
secure term loan and overdraft facilities granted to the Group.

Share Capital Structure

There was no change in the Company’s share capital structure
for the six months ended 30 June 2004.

Exchange Rate Risk
The Group is exposed to a very limited level of exchange risk as

the business transactions of the Group are mainly denominated
in Hong Kong dollars.
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Management Discussion and Analysis (continued)
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Material Acquisitions and Disposals of Subsidiaries

On 12 January 2004, the Group entered into a conditional sale
and purchase agreement with REXCAPITAL Group Limited
regarding the disposal of the entire issued share capital of RFG
at a consideration of HK$229,000,000, subject to adjustment
with reference to the unaudited consolidated net asset value of
RFG Group as at the determination date in accordance with the
terms of the sale and purchase agreement, and will be payable
in cash upon completion. This transaction has not been
completed up to the date of the accounts.

Apart from this, the Group had no material acquisition and
disposal of subsidiaries during the six months ended 30 June
2004.

Human Resources

At 30 June 2004, the Group had 47 employees.

The Group remunerated its employees mainly based on the
individual's performance and experience. Apart from the basic
remuneration, discretionary bonus and share options may be
granted to eligible employees by reference to the Group’s
performance as well as the individual’s performance.

The Group will continue to emphasize on staff training and
total quality management to better prepare its staff members
for the upcoming changes and challenges in the market and
industry.
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Directors’ and Chief Executives’ Interests

EERTETHRAEBZES

As at 30 June 2004, the interests or short positions of the
Directors and chief executives in the shares, underlying shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFQO")) as recorded in the register
maintained by the Company pursuant to Section 352 of the
SFO or as otherwise notified to the Company and the SEHK
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) were as follows:

Long Position in the ordinary shares of HK$0.01 each

(“Shares”) in the Company

Name of Director Number of Shares

MEANA=TR EFRIBITRA
AREEMNAREE (EERESFR
=Mk ([R5 REIEGRAI] ) EXVER) Z B
HEENAERETEERBEESRBE
GRBIEI2FACHERARRFEZRMLELZ
s &ﬁﬁ7mﬁim¥ﬂA§$Lﬁ 75K
SEIRZEST R ([TRESTAI]) AR & AN QA Kb

A
\» %1

YN
5

S & om F

%WE%\

o

Q%Z%ﬁ RABWT:
REXREBREEOVELEZER ([RH])

ZHER

Percentage of

Type of interest issued share capital

EEMS B 8B ERER HERITRATS

To Shu Fai 1,998,805,635 Interest of a controlled 66.63%
("Mr To") (Note 1) corporation

A ([HEE]) (BraE1) 2o | NCIE

Chan How Chung, Victor 2,038,430,550 Interest of controlled 67.95%
("“Mr Chan") (Note 2) corporations

PBREZETR ([BREAED) (Hta2) 2ol | NI

Notes: B et -

1. These Shares were held by Kingly Profits Corporation (“Kingly 1.  #Z %8R B Kingly Profits Corporation ([Kingly

Profits”). Kingly Profits was held as to 80% by King United Agents
Limited, a company wholly owned by Mr To. Mr To resigned as an
executive Director and the chairman of the Company on 21
September 2004.

2. Mr Chan was taken to be interested in (i) 150,000,000 Shares
which were beneficially held by Smart Ease Corporation, a company
wholly owned by Mr Chan; and (ii) 1,888,430,550 Shares by virtue
of his 39% attributable shareholding interest in TKR Finance Limited
("TKR Finance”), which had a security interest over such Shares.
TKR Finance was wholly owned by TingKong-RexCapital Holdings
Limited, which in turn was owned as to 52.1% by Rexcapital
Partners Incorporated. Rexcapital Partners Incorporated was owned
as to 75% by Mr Chan.

Save as disclosed above, as at 30 June 2004, none of the
Directors or chief executives had any interests or short positions
in the shares, underlying shares or debentures of the Company
or any of its associated corporations (within the meaning of
Part XV of the SFO) as recorded in the register required to be
kept under Section 352 of the SFO or as otherwise notified to
the Company and the SEHK pursuant to the Model Code.
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Share Options
iR AE

The movements in share options granted under the share option
scheme adopted by the Company on 22 November 2002 (the
“Scheme”) during the six months ended 30 June 2004 are shown

HE_ZTZNFRA=ZTHLEREA REXR
RAR_ZEZ_F+-A-_T_HRAZER
atE ([%arél]) ROz BREZEH M

below: T
Number of options
BREHA

At Granted Exercised Lapsed At Date of Exercise
Category of 1 January during during during 30 June grant of price per Exercisable
participant 2004 the period the period the period 2004 options Share period

(HKS)

R-BEWE R-BBmE B

28REEH —A—H A HRITE MRk A~BA=+HB BREBY SKRTEE ATTEHE

(% 7T)
Total employees - 60,000,000 - (30,000,000) 30,000,000 3/1/2004 0.138 3/1/2004 -
EE&A# 2/1/2014
Other eligible participants - 90,000,000 - - 90,000,000 3/1/2004 0.138 3/1/2004 —
Hitha B2 mE 2/172014

Total#8 &t - 150,000,000 - (30,000,000) 120,000,000

At 30 June 2004, no Director had any interests in options to
subscribe for Shares. During the six months ended 30 June
2004, 150,000,000 number of share options were granted under
the Scheme. The Directors do not consider it as appropriate to
disclose a theoretical value of the share options granted during
the period because in the absence of a readily available market
value of the share options on the Shares, any calculation of the
value of options ascertained on various theoretical bases and
subjective assumptions will not be meaningful and may be
misleading to shareholders in some circumstances.
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Shareholdings of Other Shareholders with Notifiable Interests

ATHEER < HMRRRE

As at 30 June 2004, the interests or short positions of the
following parties (other than a Director or chief executive of the
Company) in the shares or underlying shares of the Company as
recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO were as follows:

Long Position in the Shares

Number of Shares

B8 B

Name of shareholder

R &

Type of interest

R-ZBZEMFNA=ZTH BARAREES
NEEGAIFEI36IRAFEZ B MATE T5I
B (BEFHARAETETHRABRIN REAA
AR S ERER DR EE 2 E R R T

RERG2FR

Percentage of
issued share capital

= ER HERTREABD L

TKR Finance (provisional 716,884,600

liquidator appointed) (Note)
SERHEFMH (BEEEHERBRA) (K1at)

Note: The Company received a copy of the disclosure of interests form
filed pursuant to the SFO by the provisional liquidator of TKR
Finance claiming its security interests in 716,884,600 Shares.
The Company was informed that the number of Shares it was
interested in was subject to verification.

Save as disclosed above, the register required to be kept under
Section 336 of the SFO shows that as at 30 June 2004, the
Company had not been notified of any other person who had
an interest or short position in the shares or underlying shares
of the Company.

Security interest 23.90%
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Purchase, Sale or Redemption of the Company’s Listed Securities

EESBEARAT LHES

The Company and its subsidiaries have not purchased, sold or
redeemed any of the Company’s listed securities during the six
months ended 30 June 2004.

Audit Committee
EREES

The audit committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters
including the review of the unaudited interim accounts for the
six months ended 30 June 2004.

Code of Best Practice

RIEEASA

None of the Directors is aware of any information which would
reasonably indicate that the Company is not, or was not,
throughout the six months period, in compliance with the Code
of Best Practice as set out in Appendix 14 to the Listing Rules,
except that the non-executive Directors are not appointed for a
specific term, but are subject to retirement by rotation at the
Company’s annual general meeting as specified in the Company’s
bye-laws.

By order of the Board

Chan How Chung, Victor
Director

Hong Kong, 28 September 2004
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