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Management Discussion and Analysis
BIRE S wm kT

BUSINESS REVIEW AND PROSPECTS

During the year, the Group was principally engaged in the
provision of financial services, including money lending,
investment trading and holding, broking, securities margin
financing and asset management. In order to diversify business,
the Group had also explored investment opportunities in China
and other Asian areas.

Money Lending

Interest income from money lending accounted for 31% (2004:
12%) of the Group’s turnover. The Group recorded a loss due to
the prudent approach towards provision concerning money
lending business. The Group will continue to adopt a prudent
and conservative financing policy and stringent control on loan
lending.

Investment Trading and Holding

Hong Kong experienced a static investment environment in the
first half of 2005, dampened by rising interest rates and oil
prices. The Group has slowed down its investment trading
activities. The unrealized loss on securities amounted to
HK$6,536,000. Nevertheless, market sentiment recovered stably
in the second half. The Group is optimistic to see improvement
in this business segment.

Broking and Securities Margin Financing

Turnover of the local stock market in 2005 grew by 13.7% as
compared with 2004, reaching a record market turnover of
HK$4,520.4 billion. However, the Group’s performance in this
segment was affected by keen competition in the industry as
well as a sharp rise in rental and other operating costs. The
Group made a strategic decision to close down two branches
during the year. Turnover of the Group’s broking business
decreased 60% to HK$12,778,000, representing 30% of the total
turnover. Turnover of the Group’s securities margin financing
business decreased 35% to HK$14,270,000 representing 34%
of the total turnover.
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Management Discussion and Analysis (continued)

Asset Management

Turnover from this segment accounted for 3% of the Group’s
total turnover. In line with the successful launch of several large-
scale H-share IPOs and the first REIT, The Link, the Group's asset
management business achieved solid investment returns during
the year. In order to meet the investment interests of our clients,
the Group terminated one of the funds during the year. Cited by
inflow of funds (especially renowned hedge funds) in the local
market, the growth momentum of this segment remains strong.
Our investment team will continue to provide personalized and
tailor-made services for our clients.

LOOKING AHEAD

The Group has been streamlining the operation and identifying
suitable opportunities to enrich its business portfolio.

Subsequent to the year end in March 2006, the Group entered
into an agreement to acquire Multi Glory Limited, which will
hold a controlling stake in Shenzhen Sinodata Technology Co.,
Ltd. (“Sinodata”), for a total consideration of HK$227,880,000.
Sinodata is one of the largest computer ticket lottery system and
machine providers in China. Details of this transaction are set
out in the Company’s announcement dated 22 March 2006.

The acquisition will position the Group to capture the high growth
potentials of this emerging market and strengthen the long-term
profitability. The Group will keep on identifying potential
investment opportunities, with a view to bring long-term
favourable returns to our shareholders.

BIEE WM (8)

EEEE
BREGZEXBEATERERE 3% - RE
BERN  BEZEARLHBEXNETERARF
Bl ARE-—FAEHEREGFTEES —RE
KWL AERENEEEERBESREDN
E&H - BTHLAEFPWRERRF  NEEESF
NBUEER—EEE - E2RARMBTHE (L
HERZANEHES)  FEAXBRHRY
B BANKRENMMBEERSTPREMEA
ERE ST ENRY

RE
RTBRIEXBHESG  AREERABEREBR
MeEsEBK -

FHREREZZEZEXRNF=-A  ~KEHIYH
& AR (E 227,880,000 7 Jo B8 Multi Glory
Limited * Multi Glory Limited ## & # I B
LYBERMERLE ([BLEHEKE]) 2#ER
e BREHEBRPEAEF —REABNERY
ERBRMBHEER  HEXSHFBHRER
AR -BEERNE=ZA_+-ATEZAMH-

HWBESAEBEXERIL TS 28 KRB
ho XA REAREEREZAMEN - A&KE
SRERMAB I ZRERBK  BRARES
REEAEER -

HETrIERAR AT

—ERLFEER

7



8

Management Discussion and Analysis (continued)

BEEwm L (8)

FINANCIAL REVIEW

Result

For the year ended 31 December 2005, the Group recorded a
of HK$41,938,000 (2004: HK$169,137,000),
representing a decrease of 75%. The decrease in turnover was
mainly due to the decrease in contribution from investment
trading and holding activities. Turnover of this segment decreased
by 99% to HK$617,000 for the year ended 31 December 2005
in comparison with last year (2004: HK$91,955,000).

turnover

Loss for the year was HK$50,700,000 (2004: loss of
HK$77,674,000), representing a decrease of 35%. The loss per
share was 1.69 cents (2004: 2.59 cents). The loss was improved
as the Group imposed a strict control on securities margin
financing and money lending sectors.

Liquidity, Financial Resources and Funding
At 31 December 2005, the Group had net current assets of
HK$99,691,000 (2004: HK$145,384,000). The net decrease in
net current assets was attributable to the loss reported.

At 31 December 2005, the Group had cash reserves of
approximately HK$27,181,000 (2004: HK$73,928,000), which
include approximately HK$22,161,000 (2004: HK$65,342,000)
of clients’ funds that were kept in designated segregated bank
accounts. Most of the cash reserves were placed in Hong Kong
dollar short-term deposits with major banks in Hong Kong.

The gearing ratio as at 31 December 2005 was 179% (2004:
130%). The gearing ratio was derived by dividing the aggregate
of bank borrowings by the amount of shareholders’ equity. The
liquidity ratio of the Group, represented by a ratio between
current assets over current liabilities, was 142% (2004: 150%).
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Management Discussion and Analysis (continued)

The Group had outstanding bank overdrafts of approximately
HK$205,579,000 as at 31 December 2005 (2004:
HK$205,678,000). The bank overdrafts were denominated in
Hong Kong dollars and interest bearing at prevailing commercial
lending rates. Listed investments belonging to clients and the
Group were pledged to secure these bank overdrafts. These loans
and overdrafts were used to finance the Group’s operations. We
expect that all these borrowings will be repaid by internal
generated funds.

Taking into account the financial resources available to the Group
including internally generated funds and available banking
facilities, the Group has sufficient working capital to meet its
present requirements.

Pledge of Assets

At 31 December 2005, listed investments belonging to clients
and the Group with total market value of approximately
HK$89,042,000 and HK$13,348,000 respectively (2004:
HK$305,074,000 and HK$22,859,000 respectively) were pledged
to banks to secure overdraft facilities granted to the Group.

Capital Structure
There was no change in the Company’s capital structure during
the year ended 31 December 2005.

Exchange Rate Risk

The Group is exposed to a very limited level of exchange risk as
the business transactions of the Group are mainly denominated
in Hong Kong dollars.

Material Acquisitions and Disposals of
Subsidiaries

The Group had no material acquisition and disposal of subsidiaries
during the year ended 31 December 2005.
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Management Discussion and Analysis (continued)
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Human Resources
As at 31 December 2005, the Group had 24 employees.

The Group remunerated its employee mainly based on the
individual's performance and experience. Apart from the basic
remuneration, discretionary bonus and share options may be
granted to eligible employees by reference to the Group’s
performance as well as individual’s performance.

The Group will continue to emphasize on staff training and total

quality management to better prepare its staff for the upcoming
changes and challenges in the market and industry.
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