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MANAGEMENT DISCUSSION AND ANALYSIS

For the six months ended 30th September, 2004 (“Period”), Emperor
Internutional Holdinys Limited ("*Compuny”) und its subsidiaries (collectively
referred to us the “"Group”) recorded u profit attributable to shareholders of
HK$195 million us compured with u profit of HK$S42 million in the lust
correspondiny period. Such increuse in profit was mainly attributuble to an
upwurd revaluution of properties umounting to HK$S151 million. The turnover
of the Group, however, dropped from HKS$714 million in the previous
correspondiny period to HK$418 million, owiny to the drop in the sules
proceeds of properties.

OPERATION REVIEW

Hong Kong Property Development and Investment
Investment Properties

Property development und investment remuined the core business from which
the Group derived signhificunt and steady income. Duriny the Period, the
rate of rentul income had improved. In view of the graduul recovery of the
property market in Hong Kony, the Group hud taken steps to enlaryge its
investment property portfolio through acquisition of high quulity ussets ut
prime locations such as the commerciul podium (ie. G/F to 3/F) of 8 Russell
Street in Causewuy Buy. The munugement expected the Russell Street
property to form one of the key rental eurners of the Group ih addition fo
Emperor Group Centre in Wanchui and Emperor Plaza in Tsuen Wan.,

Development Properties

The Group hus u redevelopment site in Repulse Bay, one of the most famous
scenic spots in Hony Kony. The busement excuvation und founhdaution works
of the redevelopment site had commenced und the redevelopment wus
expected to be completed by 2006.
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During the Period, the Group acquired u site in Sui Kuhg nedar Marina
Cove. The Group infended to develop the site into u deluxe yurden estute
with 13 detached and semi-detuched houses of a totul floor urea of
around 21,640 sy. ft. (excludiny flut roofs und gurden drea) and in addition
26 cur purkinyg spuces. The project wus expected to be completed by
mid 2007.

PRC Property Development and Investment

Riverside Garden, Xiumen

Phuse | of the development wus completed in 1999 und wus ulmost sold out.
Phuse Il of the development comprised three residential blocks of u totul
floor area of 391,637 sqy. ft. with a commerciul podium of u lettable areu of
about 43,056 sy. ft., excludinyg car purks. The development wus expected to
be completed in early 2006.

Tienmapien, Xinhui, Guauhgdohy

The Group had exchanyed its land in Tienmapien of 33,463 syuure metres for
a bigger piece of land of 37,628 squdre meftres in its vicinity without uny
additional puyment. No concrete plan for this development hud been
formuluted yet.

Securities and Financial Services

Duriny the Period, the securities und futures brokerage and udvisory business
contfinued to muke sutisfuctory contribution to the Group’s profit. Owing to
the better murket sentiment and the compuardtively stronger economic
rebound, the stock murket had improved since the end of the Period. The
munhugement anticiputed that the performance of this business sector would
continue to improve. To cope with the fust moving equity und futures market,
the Group hud plunned to intfroduce hew products to its customers such us
Jupunese futures und stock options.
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Hotel, Restaurant and Furniture

During the Period, the hotel und restuurant operutions of the Group benefited
from the individuul visit scheme for muinland visitors and recorded sighificunt
improvement us compured with previous corresponding period. The Emperor
(Huppy Willey) Hotel hud been underygoinyg renovation and almost two third
of the refurbishment work of the hotel rooms hud been completed. The
munhayement expected the refurbishment to bring ubout positive results in
the cominy periods.

The performance of Ulferts, a high cluss furniture line, improved d lot during
the Period us compured with the last corresponding period. The revivul of
high-class residential properties hud positive impact on Ulferts. Project
launchiny of Ulferts in Macuu had shown satisfactory results which served us
a drive for other project sules business. A second furnitfure line, @Home, had
opehed 4 outlets which tdilored for the tuste of general public. Rentdl increuse
might leud to u setback to the retdil market and the management would be
cautious while developing this second line of business.

Publishing and Printing

New Mediu Group

Weekend Weekly, New Monduay, Orientul Sunduy, Economic Digest, Fushion
and Beuauty, Free Walker Monthly and Much More Quarterly were published
and munhuged by the New Mediu Group ("New Mediu”), offering u wide
range of muyuzines for diversified reuders. The performunce of New Mediu
for the Period wus promising. Advertising revenue had grown by 38% us
compured with the last corresponding period. New publications such us
Fashion & Beuuty, Free Wulker Monthly and the premium Much More Quurterly
had matured und enubled New Mediu to expund in murket circulation and
develop hew enhvironment for udvertisers. The munugement expected
continued positive performance of the muguzines und would explore
possibility of opening up hew income streums.
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Honhyg Konhy Duily News

Competition wus keen umonyst the newspaper industry. Prouctive steps had
been taken to enrich and revump the newspuper’s editorials such us the
entertainment und the lifestyle sections. Marketing strategy was ut the sume
time carried out to enhance brund exposure. The munugement wus dlso
exploring the possibility of expunding into overseus muarkets to brouden its
income streum.

Honhy Kony Duduily Offset Printing

Hong Kony Duily Offset Printing, the printing arm of the Group, continued to
genherute steudy profit for the Group.

CAPITAL STRUCTURE, LIQUIDITY AND FINANCIAL RESOURCES

As at 30th September, 2004, the total external borrowings (excluding payables)
umounted to upproximately HKS$1,242 million und the Group Mmuintuined u
debt to equity rutio of 49% (Mmeusured by totul externudl borrowinygs us
percentuge to the net usset vulue of the Group). In addition to its shure
capital and reserves, the Group mude use of cush flow generuted from
operutions, bank borrowings und unsecured louhs from u shareholder und
reluted compunies to finunce its operutions. The Group’s bunk borrowings
were muinly denominuted in Hony Konyg Dollars and their inferest rutes
followed muarket rates. The Group’s bunk bulunces und cush were mostly
denominuted in Hony Konhy dollurs, with 20% denominuted in Renminbi. The
Group hud ho muteriul exposure to fluctuutions in exchange rates as Renminbi
wus relutively stable. Besides, the Group hud contfingent liubilities in respect
of (i) yuuruntees yiven to u bunk in connection with mortguge louns grunted
to third purties totuling upproximutely HKS4 million and (ii) loss und dumugyes

due to defects cluimed by purchusers of some of the Group’s properties.
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Post Bulunhce Sheet Event

As disclosed in the unnouncement of the Compuny duted 29th November,
2004, the directors of the Compuny (the "Bourd” or the “Directors”) proposed
to effect u share subdivision under which the par value of euch issued und
uhissued shures of the Compuny would be udjusted from HKS$0.10 euch to
HK$0.01 euch by subdividing euch share of the Compuny into ten shures
(“Share Subdivision”). Uponh approvul at shureholders’ meeting of the
Compuny to be held on 3rd Junuary, 2005, the Shure Subdivision will become
effective on 4th January, 2005.

STAFF COSTS

The total cost incurred for stuff including Directors’” emoluments aumounted to
HKS$133 million duriny the Period us compured with HKS114 million in the lust
correspondinyg period. The increuse wus due to the expunsion of the printing
and publishing business und hotel und restaurant business. The humber of
staff wus approximutely 1,200 as at the end of the Period (2003: 1,000).

ASSETS PLEDGED

Assets with currying vulue of HK$3,102 million were pledyed us security for
bunking fucilities.

PROSPECTS

The overull economy huad showh sighificunt improvement. Falling
unemployment rate and resurgence in retuil sector sugyested that the
momentum on growth of economy of Hong Kong went at u yood puce. The
business performunce of the Group onh the whole during the Period wus
encouruying. Looking uheud for a lonyg term growth, the manugement would
be looking for hew investment opportunities und suituble properties to
replenish the Group’s lund bunk und strengthen its investment property
portfolio.
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