On behalf of the board of directors (the “Directors”), | am pleased to
present to all shareholders the annual results of Hop Fung Group
Holdings Limited (“the Company” and together with its subsidiaries,
collectively referred to as “the Group”) for the year 2005.

REVIEW

2005 posed serious challenges to manufacturers worldwide, in particular
those with production base in the People’s Republic of China (“PRC"). In
spite of an increasing market demand for paper-ware packaging, our
operation was tested by factors like the appreciation of the Renminbi,
higher raw material prices and increased labour costs. However,
leveraging on our proactive and positive efforts, the Group was able to
keep its gross profit margin at a healthy level and continue to achieve
growth in turnover and earnings through stringent internal control,
enhanced capital management, improved production workflow, and
provision of high value-added corrugated paper-ware products and

related value-added services to customers in a timely manner.

The Group invested in establishing a corrugating medium production
plant — Green Forest (QingXin) Paper Industrial Limited (“Green Forest")
in Qingxin County, Qingyuan City, Guangdong Province to reduce our
reliance on suppliers for raw materials. We experienced numerous
problems and faced challenges that we have never met before in the
setting up of the plant, the installment of machinery and the entire
production system, but they were eventually overcome. As the
management directly involved in the procurement of construction
materials and monitoring the construction progress, efficient use of capital
as well as good management of work in progress were ensured. It took
merely fourteen months for a piece of farmland to be turned into blocks
of well-equipped factories. Green Forest celebrated the completion of its
corrugating medium production plant in March, 2006. On the same day,
we also laid the foundation for another major raw material, kraft

linerboard production plant.
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PROSPECTS

Looking into the future, it is expected that global demand for quality
corrugated paper-ware products will continue to rise. This trend with
improving living standard in the PRC will further prompt the demand for
high-end paper-ware products. We believe that customers will become
more demanding for quality products and services. The Group is well
prepared to capture a larger share both in the international and local
corrugated paper-ware markets. Apart from the existing three factories
producing corrugated paper boards and carton boxes, we plan to set up a

new plant at Green Forest scheduled to start production in mid 2007.

The commencement of operation of the corrugating medium production
line in February 2006 marked the Group's expansion into upstream
production. On top of that, it is expected that the kraft linerboard
production plant to be set up at Green Forest will be completed by the
end of 2007 for production to commence in early 2008. The upstream
corrugating medium and kraft linerboard production lines, when completed,
will guarantee stable supply of quality major raw materials, leading to
vertically integrated operation. Not only will it reduce production costs but
also raise the operation efficiency, and hence enhancing competitiveness

and achieving synergy.

With basically adequate and stable supply of quality raw materials, the
Group will further expand into the overseas and domestic corrugated
paper-ware markets with no worries. To meet the needs of customers
worldwide continue to increase its market share the Group may add or
acquire new production lines or factories for corrugated paper boards and
carton boxes. We will proceed with vertical integration by recycling waste
paper into corrugated paper boards, carton boxes and other paper-ware
products for our wide-ranging customers. | am confident that, backed by
20 years of experience, the group is able to secure higher returns for its

shareholders.
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ACKNOWLEDGEMENT

Finally, I would like to take this opportunity to express my sincere thanks
to our management team and staff for their dedicated work, and to our
customers, suppliers, investors and all other parties for their continuous

support.

Hui Sum Kwok

Chairman

19th April, 2006
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