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We maintain a positive outlook on the Hong Kong market. The
improvement in the economy contfinues with GDP and refail
sales registering respectable growth. Property prices are

expected fo rise by an average 15% this year.

The recent appreciation of the RMB may assist in increasing
Hong Kong's competitiveness relative to China. Major imports
from China such as foodstuffs could become more expensive
and may have an inflationary effect on Hong Kong. However,
this may not adversely impact the Hong Kong sfock market

which historically performs well during periods of inflation.

For the global economy, both the U.S. Fed Funds rate and oil
prices will be of primary importance. The U.S. Fed Funds rate
has now been increased 10 consecutive times. Any slowdown
in the pace of future rises could augur well for equities. On the
other hand, there is considerable uncertainty surrounding
consisienﬂy rising oil prices and their impact on company
profifs.

A stronger RMB and the completion of Disneyland and the
cable car project on Lantau Island should further boost tourist
arrivals into Hong Kong, with positive implications for our refail

sector.

The recent revaluation of the RMB and the longerterm
consequences for the broader global market will be the main
focus for China. The revaluation should help in addressing
imbalances in the global economy where in past years the

U.S. consumer has been the main global growth driver.

A stronger RMB, however, may negatively impact those
exporters with manufacturing bases in China. Notwithstanding
this issue, as labour costs in China remain significantly lower
than for most competitors, it can be anficipated that foreign
direct investment may continue to grow. Improving logistics
and increasing levels and quality of education in China will

also be atiractive fo those investing in China.

We are hopeful of a sound performance from our operating
divisions for the second half of 2005, provided that financial

markets maintain their sirength in performance and turnover.
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