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FINANCIAL REVIEW

Turnover

For the six months ended 30 June 2006, VXL Capital Limited
(the “Company”) and its subsidiaries (collectively referred
to as the “Group”) achieved a turnover of HK$6.6 million,
comprising mainly corporate advisory fees and rental income

from an investment property.

The turnover increased more than 7 times compared to the
six months ended 30 June 2005. This was mainly due to a
significant increase in corporate advisory fees and rental
income generated from an investment property which was
newly acquired in the second half of 2005. During the period
under review, the Group began to reap the results from a
foundation laid in previous years, both in selecting a valuable
property and establishing a new high caliber management

team.

The Group generated interest income of HK$1.5 million
despite a decrease in bank deposits due to more efficient

cash management and higher interest rates.

Operating Expenses

The operating costs for the six months totalling HK$23.5
million were mainly attributable to staff costs for the new
team, as well as legal and professional costs and consultancy
fees incurred in pursuing of potential projects by the Group,
higher office rental payments and depreciation of new office
premises. The amount increased when compared to the six
months ended 30 June 2005, which was mainly due to the
formation of a new management team and new offices leased

in the second half of 2005.
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Liquidity, Financial Resources and Capital
Structure

The Group maintained a bank and cash balance of HK$43.9
million as of 30 June 2006, of which HK$12.8 million was
pledged deposit. Cash reserves have been placed with major
banks in Hong Kong in the form of Hong Kong dollar

deposits and other major foreign currencies.

As of 30 June 2006, the Group had banks loans totalling
HK$87.0 million, of which HK$15.5 million was due within
one year; HK$30.5 million was due after one year and within
5 years; and HK$41.0 million was due after five years. In
addition as of 30 June 2006, the Group had total obligations
under finance leases of HK$0.7 million, which would mature

within three years.

As of 30 June 2006, the Group had a gearing ratio of 24.5%,
which is measured on the basis of the Group’s total interest-
bearing debt net of cash reserves over the shareholders” funds.
Because the Group had surplus cash reserves after netting
its borrowings on 30 June 2005, no gearing ratio existed at

that time.

BUSINESS REVIEW AND PROSPECTS

The revenue for the six months ended 30 June 2006 mainly
comprised corporate advisory fees and rental income from
property assets. In the first half of 2006, the Group had
planned to enlarge its property investment coverage in the
People’s Republic of China (“PRC”). Through acquisition,
the Group would further expand its property asset base in
order to diversify its principal income sources from Hong

Kong to major cities in the PRC.
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PROPERTY INVESTMENT

112 Apartments: Serviced apartment tower in
Hong Kong

The turnover of 112 Apartments, the 96-unit serviced
apartment tower in Hong Kong, reached HK$3.7 million
during the first half of 2006, representing 55.6% of the total
turnover for the period. To advance long-term capital
appreciation and rental income, the Group initiated an
electrical and mechanical renovation programme in the
serviced apartment tower during May to July 2006. The
maintenance programme aims to enhance asset values by
repositioning the property as a high quality serviced

apartment tower.

Since the completion of acquisition of the property on 9
September 2005, the occupancy rate has registered 74% on 30
June 2006 even during the renovation period. In line with
the Group’s corporate development strategy, property assets
have created one of the major cash income streams for the
Group to help fund the Group’s long-term Concept

Development project.

Changshou Properties: Retail spaces in Shanghai

On 7 March 2006, VXL Properties Holdings Limited (“VXLP”),
a wholly-owned subsidiary of the Company, entered into an
agreement (“Agreement”) to acquire the entire issued share
capital of Rich Field International Limited (“Rich Field”) for
a total consideration of HK$5.0 million. The Rich Field group
holds the right to acquire the north and south commercial
podiums of Changshou Commercial Plaza (“Changshou
Properties”) in Shanghai at a consideration of HK$446.8
million (RMB462.0 million). Upon completion of the
acquisition of Rich Field, the Group is obliged to purchase
the Changshou Properties at a total consideration of HK$446.8
million. The acquisition of Rich Field was completed on 15
September 2006. The Group will reposition the retail spaces
as a unique shopping mall after completion of major

renovation expected in the first quarter of 2007.
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With a total floor area of 40,345 square meters, Changshou
Properties will provide the Group with an incomparable
opportunity to access Shanghai’s burgeoning retail property
market. Given the attractive acquisition price and superb
location, the property assets are expected to achieve long-
term capital appreciation and generate recurring cash income

for the Group.

Cruise Consortium: Hong Kong Cruise City
Development

As mentioned in the previous report, the Group has formed
a joint venture, namely Cruise City (Hong Kong) Limited,
with Nan Fung Development Limited and Star Cruises Asia
Holdings Ltd. for the development of the new cruise terminal
in Hong Kong and submitted an Expression of Interest

(“EOI”) to the HKSAR Government in December 2005.

The Group is gratified that the Kai Tak Preliminary Outline
Development Plan announced by the HKSAR government in
June 2006 reflects the HKSAR Government’s determination
to go ahead with cruise terminal development in Hong Kong.
Because of the urgent need for a world-class cruise terminal
with enhancement facilities in Hong Kong, the Group believes
the EOI proposal submitted by Cruise City (Hong Kong)

Limited will complement well the Kai Tak Development Plan.

FINANCIAL SERVICES
VXL Financial Services Limited

For the six months ended 30 June 2006, VXL Financial Services
Limited (“VXLFS”) had achieved HK$3.0 million in revenues,
a substantial increase of 275.0% when compared with the
corresponding period in 2005, which recorded HK$0.8 million.
Turnover stemmed mainly from corporate advisory fees from
Initial Public Offerings (“IPO”) and takeover code-related
deals. The increase in deal flows was attributable to the
current booming stock market in Hong Kong during the first
six months of 2006, as well as the quality professional services

provided by a new team.
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In last year, Mainland enterprises have been at the top in
terms of capital raising in the Hong Kong stock market. The
external business environment in Hong Kong supported a
sharp increase in the number of the IPO and takeover code-
related deals. Over the long term, the increasing demand for
corporate finance and advisory services falls closely in line
with the visionary business strategy of VXLFS — To provide
customised corporate finance and advisory services to niche
markets targeting small and medium enterprises (“SMEs”)

in the PRC through its influential business networks there.

To review the results during the first six months of 2006,
VXLFS will continue to strengthen its competitive edge in
providing professional and customised corporate finance and
advisory services for IPO projects and takeover code-related
deals which will contribute higher values to the Group and

its shareholders.

VXL International Leasing Co. Ltd

In February 2006, the Group founded a new subsidiary VXL
International Leasing Co. Ltd (“VXLIL”) in Beijing, the PRC,
to take advantage of the recent relaxation of the PRC rules
on the involvement of foreign companies in the leasing sector.
In August 2006, the Group had completed the injection of
VXLIL's registered capital and VXLIL has commenced the

operations.

RESOURCES INVESTMENT

Under the review period, the Group continues to seek
investment opportunities in natural resources in line with
long term strategy of the Group. As the resources investment
business is still in an infant stage, the Group retains its
cautious positioning in the short-term and will periodically

review the business development plan for the sector.
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