RESULTS

In 2004, audited profit from ordinary activities attributable
to shareholders was HK$37,732,000, representing an
increase of HK$76,488,000 compared with last year.
Basic earnings per share was HKO0.74 cent (2003: loss
per share of HK2.06 cents).

BUSINESS REVIEW

During the year under review, in face of the complicated
operating environment arisen from the macro control
policies, the Group dedicated itself to strengthening
foundation and stable development to proactively enhance
and develop its three core businesses, and effectively
strengthened its profitable businesses, successfully

making a turnaround.
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The PRC enjoyed robust economic growth in 2004. In
light of the rapid growth in the industrial production value
of the PRC, there were indications of excessive
investments in some industries, leading to tight energy
supply and rising prices. Accordingly, the government
adopted a series of stringent controls to guide the
economy from over-heating. The Group’s three core
businesses had all been positively or adversely affected

by the macro controls to different degrees.
PROPERTY BUSINESS

During the year, stringent controls on sales and transfers
of land and stepped-up controls of banking facilities were
introduced to the property market in Beijing in order to
alleviate the inflationary pressure. However, some believe
that stringent control policies on land management could
result in a lack of supply, thereby leading to rising property
prices. Beijing Jing Guan Property Development Co. Ltd.,
a subsidiary of the Group, has benefited from this trend,
and coupled with the excellent geographic location of its
development project “Sunpalace Mercury Garden”, as well
as its desirable architectural style, beautiful surroundings
and quality constructions, its prices continued to soar.
QOut of the saleable areas of 78,579.18 square meters
that were put on sale in 2004, sales of 65,664.81 square
meters (including floor areas taken up) have been
completed, representing 85.30% of the saleable areas
that were put on sale. Considerable fluctuations on
property prices and sales would be likely in the property
market in Beijing in the near future, while market
competition will continue to intensify, alongside with more
mergers and acquisitions. In the long run, the property
market will further standardise; companies with strong
capabilities will be able to differentiate themselves from
competitors, and the property market will experience

consolidation.

Capturing the business opportunities, on 29 November
2004, the Group entered into agreements with 1t 3 /&R

7 % R 2R & E A R (Commercial  Facility
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Construction and Management Company of Haidian
District of Beijing) (“Commercial Facility”) and 1t 58 7
= i & & B A 7] (Beijing Haikai Real Estate Group
Company) (“Beijing Haikai”) in relation to the acquisition
of an aggregate of 21% shareholdings interest in it = /8
B B 2 &% % 5 B BR A 7] (Beijing Haidian Science Park
Development Co., Ltd.) (“Haidian Science Park
Development”) held by Commercial Facility and Beijing
Haikai.

Haidian Science Park Development is a major state-owned
holdings company with a registered capital of RMB600
million specialising in the construction of the
Zhongguancun Science Park. Its scope of business
includes land development, construction of urban
infrastructures and property development and operation.

WATCHES AND TIMEPIECES BUSINESS

Despite the intense competition and the deteriorating
condition brought by the vicious price-slashing strategies
of the four leading watches and timepieces brandnames
in the PRC during the year, the Group’s subsidiary EBOHR
Luxuries International Company Limited remained
cautious, and concentrated its resources on enhancing
research and
“brand

operation centre” and “information management centre”;

its four centres, namely “design,

development centre”, “quality control centre”,
while at the same time closely monitored the market
trends, formulated its pricing system as well as
implemented flexible sales strategies, generating an
operating profit of HK$9,962,000 to the Group.

TIMBER BUSINESS

Due to the soaring prices of logs and the prices of major
petro-chemicals rising in folds following the fluctuations
in crude oil prices and the resulting surge in production
costs, the year 2004 was an exceptionally difficult year
for the timber industry. Product prices were unable to

keep pace with raw material prices because of the vicious
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market competition. The Group’s subsidiary, Seti Timber
Industry (Shenzhen) Company Limited (“Seti Timber”) has
been progressively adjusting its product structure as well
as increasing both production and sales of high-margin
products and developing products with high technology.
However, during the adjustment period, Seti Timber
recorded an operating loss of HK$27,137,000 under the
intense market competition.

PROSPECTS OF 2005

Even though the global economic growth is expected to
slow down in 2005, it is anticipated that the overall
economic growth of the PRC will reach 8%. The macro
control policies adopted by the PRC government to
control economic growth has started to see encouraging
results, and the PRC government has expressly proposed
to adopt healthy financial and monetary policies in 2005.
With a sound and stable economy, the future of the PRC

lies very optimistic.

With the upcoming commencement of the construction
projects for the 2008 Olympic Games and the acceleration
of the urban face-lift in Beijing bringing in substantial
opportunities, the Group will continue to grasp all
opportunities and overcome all challenges, so as to
achieve further fruitful results.

APPRECIATION
| would like to take this opportunity to express my sincere
gratitude to all members of the board of directors, all

departments of the Group and staff of all our subsidiaries
for their dedication and contribution during the year.

Hon Kwok Lung
Chairman

Hong Kong, 22 April 2005
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