NAM FONG INTERNATIONAL HOLDINGS LIMITED

CHAIRMAN'S STATEMENT XEH{EE

| now present the results and operations of the Group for the
year ended 31 December 2004.

RESULTS

The audited consolidated loss of the Group for the year ended
31 December 2004 was HK$54,892,000 and the loss per share
was HK4.04 cents, as compared to the consolidated loss of
HK$5,702,000 and loss per share of HK0.42 cents for last year.

DIVIDENDS

The directors do not recommend payment of dividend for the
year (2003: Nil).

NET ASSET VALUE

The consolidated net asset value per share of the Group as at
31 December 2004 was HK$0.042 based on 1,360,000,000
shares in issue, as compared to HK$0.115 per share for last year.

BUSINESS REVIEW
Property Investment

The Group's major property investment remained at Liwan Plaza,
with a gross floor area of 71,278 square meter, which is located
at Shang Xia Jiu Road, Liwan District, Guangzhou, the People’s
Republic of China (the “PRC"). During the year ended 31
December 2004, the net proceeds from the sale of investment

properties at Liwan Plaza amounted to approximately
HK$38,381,000.
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Property Development

The Group currently has interests in three property development
projects and owns a land bank of approximately 259,000 square
meter. The construction works of Yue Xiu Plaza project, one of
Group's properties under development (PUD), has commenced
with full speed, progressing to the eighth floor of the commercial
arcade. The project is expected to be wholly completed by the
end of 2006 and the presale activities will commence upon the
completion of construction works scheduled in the first half of
2006.

Another PUD project, Phase Il of Jiangnan Nam Fong Garden
which is located at Chang Gang Road, will commence its
construction once all the documentation procedures required
by the local authority are completed. The project will commence
at the end of 2005.

The management will pursue its identification for quality sites,
including sites located in the prime area in Guangzhou, Shanghai,
Beijing and Shenzhen, to replenish its land bank.

PROSPECT

In 2004, the PRC implemented austerity financial policies,
thereby tightening the funding source of the property sector. In
addition, state-owned lands have been sold by way of public
tender since 31 August 2004 and the supply of available lands
in the market has been reduced accordingly. Macro-economic
policies have inevitably material impact on developers sourcing
funds in the finance market instead of building on land reserves.
As a result, the original relationships between market supply
and demand will be ruined likely. The shortage in market supply
will bring about a prolonged upward trend of property prices.
In 2004 to 2005, property prices in Guangzhou increased by an
average of 23% with some areas increased by even more than
30%.

The Group has devoted to upgrade the roll over of its capital in
recent years. After several years of operation, an encouraging
pattern featured by development on a rolling basis, self-financing
and incessant capital chain has been basically established. In
addition, the market value of properties held by the Group was
continuously on the rise last year with an estimated increase of
over 25%. Furthermore, the liquidity of these properties also
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improved. During the development process of the Group'’s new
properties, some capital demand can be satisfied by disposals
of certain properties. Therefore, sufficient capital sources are
available to the Group, thereby outperforming its peers
obviously.

The land reserve of the Group is invaluable, which generates
invincible competitiveness amongst other players in the sector.
It is expected that development of new properties will bring
about fruitful return to the Group.

Over the last year, the Group has streamlined its management
mechanism and workflow based on the belief of scientific
management, thus improving the leasing activities of Liwan Plaza
and other business divisions. At present, a simple, efficient and
scientific management system is shaping up. The Company will
also work together with remarkable funds in all aspects. We
believe that the resources and talented personnel of the Group
retained these years will have the opportunity to give full play
to their abilities on this new management platform, enabling
the Group to turn to a new page in future.

APPRECIATION
On behalf of the Board, | would like to thank our shareholders
for their continued support to the Group and the dedicated

management and staff for their valuable contributions during
the year.

Tong Shi Jun
Chairman

Hong Kong, 26 April 2005
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