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Directors’ Business Review
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On behalf of the board of directors (the “Board”), | am pleased
to present the annual results of REXCAPITAL Financial Holdings
Limited (the “Company”) and its subsidiaries (together, the
“Group”) for the financial year ended 31 December 2005.

OPERATING RESULTS

For the year under review, the Group recorded a turnover of
HK$41,938,000 (2004: HK$169,137,000). Loss attributable to
shareholders was HK$50,700,000 (2004: loss of HK$77,674,000).
The Substantial decrease in turnover was mainly explained by
the decrease in investment trading and holding segment. Turnover
of this segment was approximately HK$617,000 for the year
ended 31 December 2005, compared with HK$91,955,000 in
2004. For the year ended 31 December 2005, the cash and bank
balances of the Group amounted to HK$27,181,000 (2004:
HK$73,928,000).

BUSINESS REVIEW AND PROSPECTS

2005 was a challenging year for Hong Kong financial market.
Despite a lack of market direction in the first half of the year,
the macro economic environment was affected by rising oil prices
and successive interest rate hikes. The Group faced a challenging
time due to keen competition in the broking business as well as
sharp rise in rental and other operating cost. However, trading
resumed hectic in the second half. That can be seen from Hang
Seng Index rallying to high of 15,508 from year low of 13,320.
It was a record-breaking year for Hong Kong stock market in
terms of funds raised in Initial Public Offerings (“IPO"”) and market
turnover. Highlight was also given to China enterprises listing in
Hong Kong. In particular, the listing of China Construction Bank
was the largest IPO ever in the local market, raising HK$71.6
billion.

China economy went through encouraging progress on all fronts
during 2005. The GDP grew by 9.9% to RMB18.23 trillion in the
year. The appreciation of the Renminbi (“RMB"”) and its peg with
a basket of currencies during the year enhance the status of
RMB in the global currencies market. Continual speculation on
further revaluation of RMB has drawn a rosy picture for various
sectors in China such as finance and property. The momentum is
accelerating and will propel the development in other sectors in
China.
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Directors’ Business Review (continued)

In March 2006, the Group announced the acquisition of a Chinese
leading lottery system and machine supplier. The acquisition
signifies a major corporate milestone. The booming economy in
China spurs the lottery market. Despite its late start, we believe
that the lottery sector in China exhibited robust growth potential.
According to the China Welfare Lottery Operation Center, the
annual sales of lotteries increased 80% to RMB71.1 billion in
2005, and the sales of welfare lotteries reached RMB41 billion,
accounting for 58% of the total sales of lotteries in China.
Compared with well-developed lottery market countries, China
is lagging behind. In some developed countries, annual lottery
sales is approximately 1% of the GDP. However, the per capita
lottery sales in China was merely RMB40 in 2005, and its actual
annual lottery sales only represents 0.2% of the GDP. There is
indeed plenty of room for future development. We believe the
new business will broaden the Group’s revenue base and at the
same time the Group is expected to benefit in the high growth
lottery market.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to
extend my sincere gratitude to all our shareholders and business
partners for their continuous support and confidence in the
Group. | would also like to thank our management team and all
staff member for their dedicated service and hard work in the
past year.

For and on behalf of the Board

Chan How Chung, Victor
Executive Director

Hong Kong, 27 April 2006
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