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INTERIM DIVIDEND

The Directors have declared the payment of an interim cash dividend
of HK2.0 cents (2005: HK1.8 cents| per share for the six months
ended 30th June, 2006 payable on or about 20th October, 2006 to
shareholders whose names appear on the Register of Members of the

Company on Thursday, 12th October, 20006,

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from Friday,
6th October, 2006 to Thursday, 12th October, 2006 [both days
inclusive) during which period no transfer of shares will be registered.
All transfers of shares, accompanied by the relevant share certificates,
must be lodged with the Company's branch share registrar in Hong
Kong, Abacus Share Registrars Limited, 26/F Tesbury Center, 28
Queen's Road East, Hong Kong not later than 4:00 p.m. on Thursday,
5th October, 2006.

MANAGEMENT’S DISCUSSION AND ANALYSIS

Satisfactory Operation Results

For the six months ended 30th June, 20006, the total turnover of the
Group was approximately HK$782,531,000, representing an increase
of 16.2% over the corresponding period in 2005. Gross profit from
the package printing business, which is the core business of the
Group, accounted for approximately 82.5% of the Group's gross
profit for the six months ended 30th June, 2006.

The turnover from package printing business for the six months ended
30th June, 2006 amounted to HK$243,832,000, representing an
increase of 23.7% compared to the same period last year. The
Company has also successfully maintained its gross profit margin at

0% in the first half of 2006 despite of the rising

raw material and labour costs in general as well as keen market

approximately 31.

competition, through effective cost control measures and improvement

in production efficiency.

Profit aftributable to equity holders of the parent was approximately
HK$35,703,000 for the six months ended 30th June, 2006. This
represents an increase of approximately 20.9% as compared to the

corresponding period in 2005.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (cont'd)

Market Overview

Despite the austerity measures implemented by the PRC government to
suppress the overheating economy in the PRC, the growth rafe of the
gross domestic product in the PRC remains strong at approximately
10.9% in the first half of 2006. Turnover from the tobacco package
printing continues to be the core product line in the package printing
division, constituting approximately 93.8% of the turnover from package
printing. In addition, the growth rate in the PRC consumer market
remains robust during the period. The continuous consolidation of the
tobacco industry in the PRC has been slowed down a bit in the first
half of the year and further consolidation is foreseen in the years to
come. However, the Group is optimistic that orders will be secured
through its business model by having local government and/or major
customer as the strategic partner in each of ifs joint ventures.
Furthermore, the Group's management is confident that the demand
for premium quality consumer goods will increase along with the
general improvement in the living standards of the PRC in the medium

fo |ong run.

In the first half of 2006, tobacco output in the PRC was 20,476,000
master cartons, representing an increase of approximately 3.0% over
the same period of last year (19,872,000 master cartons in the first
half of 2005). However, the industrial and commercial profits and
taxes rose 18.6% during the same period fo over
RMB150,000,000,000. This reflects that the sales values of tobacco
has grown tremendously which is in line with the PRC government
policies fo gradually move away from low-priced to high-priced tobacco
products with better perceived brand image, offering enormous

opportunities for the Group.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (cont'd)

New Plant in Chuzhou City, Anhui Province

During the period under review, the construction of the new p|0m in
Anhui Province, namely Anhui Qiaofeng Package Printing Co., Lid.
["Qiaofeng”] was completed and production commenced in May 2006.
With the business model of being in pormership with the local
government, the new plant is able to gain more orders and commence
production smoothly. In addition to seven-colour rotogravure printing
press and post-printing machines for hot-foil stamping, embossing and
die-cutting, the new plant confirmed the orders of a seven-colour sheet-
fed offset printing machine and two switchable hot-foil stamping/
embossing and die-cutting machines fo further enhance its production
capacity and combination of printing technologies as well as to achieve

product differentiation and value migration.

New Research and Development Center (the “R&D Center”) in
Kunming City, Yunnan Province

Construction of the new R&D Center was completed in early 2006
and commenced operation in March 2006. The completion of the
R&D Center in Kunming City marks a new development of the Group.
On one hand, it helps the Group fo strengthen ifs footfold in Kunming
City, especially the pharmaceutical industry of the region. On the
other hand, it provides a firm foundation for the Group's research
team fo develop new designs, fechniques and material application

and to share the know-how with other members of the Group.

Meanwhile, it will also further enhance the Group's copobﬂiﬂes in
designing new products and advanced anti-counterfeit techniques with
the prime directive of creating high value-added products to better

cater to customers’ needs.

New Offset Printing Machine in Zhaotong City, Yunnan Province

The plant in Zhaotong City, Yunnan Province confirmed an order of a
six-colour sheetfed offset printing machine to further upgrade its
production facility. The installation of the new machine commenced in

August 20006.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (cont'd)

Distribution and Investment Businesses

During the period under review, furnover from the distribution and
investment businesses was approximately HK$538,699,000,
representing an increase of 13.1% over the corresponding period in
2005, of which 47.3% of total turnover from this category was
generated from the distribution of mass merchandise, mainly marine
fuel oil, while the balance was from distribution of electronic and

computer components.

As a result of various unfavourable factors, including intense market
competition of electronic and computer components, surge of oil price
caused by the tensed situation in the Middle East and continuous
increase in interest rates, the overall distribution business was
challenging during the period. Accordingly, the Group continued to

adopt a prudent inventory policy fo mitigate business risks.

Human Resources Development

As at 30th June, 2006, with the completion of the construction of the
new plant in Anhui Province and new R&D Center, the Group employed
a total of over 1,000 employees. Most were hired by the Group's
production plants in the PRC during the period.

The Group has provided various in-house training programmes and
enrolled courses provided by its machine suppliers for engineers in
order to ensure that its technical staffs can operate new machines
efficienﬂy In oddHion, the Group also offered a variety of fraining

programmes to enhance career development among the employees.




EEE 2 ®ED5 M (&)

RREE
AEERESEEERANE  BBRUMGELEN
ﬁ;ﬂ?t%ﬁ&%ﬂ&?ﬁ% %’W‘EPIBZH? FTERDR BB
BHERVHEREE LR HPEEALELELE
R—HEBFR 2% ET?EHJ%EA: TREARGEN
PER - it BETBELERSERRBRAEKF
AEiert EREHEERER (WNHARBZIEMS
D) ZFBRBARERBELE - EEEREERNE
ENMRAESER  ARE-FRFALEERE - AKH

BEIRUATHE
ZHAB
REFEHNHMERTE  BESKASARERREFZ

TEERY)  BEERWE (BRMNIRI&HSE) 28
EnmSRERFERERER  AEEMERGE  RNZt
ReBEHBXBERASNERESR - BEZEED
BRRTRERER  HHIRRBEZEEEM

=Rl

558

AEENER ST AFHREBTTE D (HER
BE)ZKE - ARFRBEARZARBREESHTHIES
2o mIHENERK °

UI\F

BREERBERTEEEE

BREBNERELERME NZBEZBEETELRRE
o AEEREEENENTRAMBERIEERE
MKe  BRENEBETEZ2BEEER  URERAEEP
BRI -

AN
INTERIM REPOR 2006

I 1 s
MANAGEMENT’S DISCUSSION AND ANALYSIS (cont'd)

Future Prospects

The Group will maintain its prudent expansion policy by setting up
new joinf ventures in face of challenges and opportunities. Amid the
continual austerity measures implemented by the PRC government and
the general increase in raw material price, the growth rate of PRC's
gross domestic product and consumer spending in general are expected
to achieve a double-digit growth in 2006. The management is therefore
optimistic that the demand for high quality consumer products, which
is the major market segments of the Group, will be growing
fremendously, along with the stable economic growth and improving
living standards in the PRC. The management will continue to adopt
stringent cost control measures and further improve in producfion

efficiency. The Group will focus on the followings:

New Plant in Anhui

After the completion of the new plant in Anhui Province, Qiaofeng will
be the main growth driver for the years ahead. With the robust
growth in the consumer product markef of the Eastern region of the
PRC, including Zhejiang and Jiangsu Provinces, the Group believes
the package printing business development outlook in the region will
be high|y promising. The target market of Qiaofeng will be the medium
fo premium grade consumer products, especially the tobacco product

in Anhui Province.

New Market Segment

The Group has also explored the opportunity o develop a new market
segment, namely dairy packaging in 2006. The market potential of
this segment is tremendous in view of the increasing public awareness

of health in the PRC.

Expansion of Operating Scale and Market Coverage

In addition fo the continuous capital investment in ifs existing production
plants and Qiaofeng in Anhui Province, the Group will continue fo
seek opportunities to set up other regional production facilities in the
PRC for wider national coverage and broaden its customer base

geographically.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (cont'd)

Maximise Shareholders’ Value

The Group applies flexible and proactive marketing and investment
strategies to maximise shareholders’ value. The Group is committed to
achieve long-ferm growth by generating various revenue sources and
searching for good business opportunities as well as looking for other

investment opportunities in a prudent manner.

LIQUIDITY AND FINANCIAL RESOURCES

The Group has maintained a stable financial position for the period.
As at 30th June, 2000, the net debt to equity ratio (Interest bearing
liabilities less cash/Shareholders’ equity plus minority interests) was
increased from 52.9%, as of 31st December, 2005, to 67.2%. The
interest coverage ratio of the Group's eamings before net of interest
expenses, tax, depreciation and amoritisation (EBITDA) to net inferest
expenses was slightly decreased from 15.7 times, as of 31st December,
2005 to 14.9 times. The available cash on hand increased from

HK$201,959,000 as of 31st December, 2005 to HK$204,655,000.

CAPITAL STRUCTURE

During the period, there was no change fo the share capital of the

Company.

EXCHANGE EXPOSURE

All the sales and purchases for the package printing division are
denominated in Renminbi and most of sales and purchases for the
distribution division are denominated in United States dollars or Hong
Kong dollars. Through the currency match for sales and purchases, the

exposure to exchange risks is minimised.




