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MANAGEMENT DISCUSSION AND ANALYSIS

For the six months ended 30th September, 2006 (the “Period”), Emperor
Internutionul Holdings Limited (the "Compuny”) and its subsidiuries
(collectively referred to us the "Group”) recorded turnover of upproximutely
HK$200.4 million, compured with HK$496.9 million for the sume period in the
previous yeur. This is muinly attributable to the disposul of hon-core operutions
immediutely before commencement of the Period. Turhover from continuing
operations on the other hand increused by 29% from HK$154.8 million in the
previous period to upproximutely HK$200.4 million, which is in line with the
Group’s struteyy to concentrute on these ureus.

Profit uttributuble to shureholders wus upproximately HK$203.6 million,
compuared with HK$446.6 million in the previous corresponding period. The
difference is muinly due to the substuntiul revaluation gyuin of properties held
by the Group during the previous corresponding period.

The Group ulso enjoyed contributions from its ussociate company, Emperor
Entertainment Hotel Limited ("EEH"), whose flugship entertuinment und leisure
project in the Mucuu Speciul Administrative Region, the Grund Emperor Hotel,
commenced business in Junuary 2006. The associute compuny contributed
upproximautely HK$38.0 million during the Period, up from HK$6.5 million in
2005.

OPERATION REVIEW

Property Development and Investment

Property development und investment is the Group’s core business, with rentul
income from investment properties being one of the Group’s muin income
contributors during the Period. Turnover from investment property leuses rose
30% to upproximutely HK$81.6 million, compured with HK$62.6 million in 2005.
The Group’s property portfolio consists of shops, offices, apartments, industrial
buildings und u hotel. Thunks to the robust growth in tourist spending und
domestic consumption, the Group suw a sutisfactory increment in its rentul
rates and values. The Group Muintained a high overall occupuncy rate for
its retuil properties, most of which dre located in prime location.



As u result of the improviny property murket in Hong Kony, the Group
recorded u revuluution guin of HK$96.4 million (2005: HK$353.3 million) from
investment properties und HK$48.0 million from its Repulse Buy development
site (2005: HK$104.0 million). Profit from operation excluding the revaluation
guin wus HK$74.3 million, compared with HK$54.3 million previously.

The Group mude positive und significunt proygress in its property development
projects in Hony Kony us well us in muinland Chinu. In April 2006, the Group
unhouhced the ucquisition of u 88,420 syuure feet site dulony Chung’un
Avenue in Beijing. The Group pluns to develop the site info o comprehensive
commerciul complex, comprising d retuil podium with high-end enfertainment
hot spots und u Grude-A office fower. The investment murks the Group’s
expunsion into the Beijing property market. Development plunning and
preliminary work ure in proyress.

The Group hus a commercial residentiul composite development project
underway in Xiamen. The Phuse || development of Riverside Gurden at Xiumen
is expected to be completed in 2008, with pre-sule of residential units
commenciny in 2007. The Group is optimistic toward the sules of the residentiul
units, us Xiumen hus recorded one of the highest price increuses in the
mainland market.

In Hohg Kony, the Group hus completed the busement excuvation and
foundation work for the redevelopment of its Repulse Buy project. Sub-
structure works ure in proyress. The Group intends to erect u 151,000 syuure
feet multi-functional recreution complex which is expected to yenerute lony-
term rental income for the Group upon its completion in 2008.

There is un increusing demand for hew flats in Hong Kony. However, land
supply is limited and lund acquisition costs are high. With the management’s
property expertise, the Group hus been uble to identify und acqyuire
conftrolling shares in severul urbun sites, and thus expunding its lund bunk.
The sites range from approximutely 4,000 to 10,000 syuure feet in size und
dre plunned to be redeveloped into Mid- to high-end residential or composite
complexes, which dre in growiny demund und provide developers with
lucrative returns. After the Period, the Group had entfered into agreements
to sell two udjucent sites ut Queen’s Roud West which comprised a site
ucyuired by the Group during the lust financiul year and an investment
property held by the Group und which would record u profit of auround
HK$63.0 million on completion.
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Hotel

The Group’'s Emperor (Huppy Vulley) Hotel performed u remarkable
turnuround of its operations during the Period. Turnover for the hotel increused
12% to upproximutely HKS$32.1 million from HK$28.6 million in 2005. Revenue
muinly came from the hotel’s 150 guest rooms, kuruoke lounge und coffee
shop. Profits climbed to HK$2.9 million, from HK$501,000 in 2005, following the
conversion of u lounyge info kuraoke rooms.

The hotel hus been a hit with both local and overseus consumers. Muinland
Chinu continues to be the mujor source of visitors aund guests, with arrivuls
increusing steudily. In the lony-haul und short-haul markets such us Americu,
Europe, Australia and Southeast Asia, growth has picked up strongly.

During the Period, the hotel achieved improved room und occupduncy rates,
with the occupuncy rute reaching approximately 90% on averuye.

Securities Brokerage and Consultancy Services

The seyment performed steudily during the Period, with tfurhover rising to
HK$86.5 million from HKS$63.0 million in 2005, und profit climbing to HK$59.4
million from HK$43.4 million in 2005.

In addition to providing consultuncy und udvisory services on mergers und
acquisitions and other corporate advisory services, the Group runs a securifies
and futures brokeruge operution which provides retuil investors with brokeruge
services on securities, futures und options trading on exchunges inh Hony
Konhy, Jupun und the United Stutes. This operution dlso provides muryin
financing for initial public offerings und stock purchuses, us well us other
types of louns und advances to its clients.

As purt of the Group’s plun to redefine itself us a property player, the Group
is plunning u spin-off of the securities und brokeruyge operaution for it to be
listed sepurutely on The Stock Exchunye of Hony Kony Limited (the “Stock
Exchunyge”).



PROSPECTS

The disposul und discontihnuution of non-core businesses at the end of the
last financial year murked the first of the Group’s series of steps to reposition
itself us u pure property player. The Group hus since ucyuired controlliny
shares of severul urbun sites to redevelop them into high-quality commerciual/
residentiul projects. These sites were bought at the lower runge of uveruye
market prices, und have since uppreciuted in vulue. The Group expected to
receive u cupital guin should these sites be sold in the market.

Munugement will continue to explore opportunities to expaund its lund bank
and development portfolio in Hony Konhy, the muainland China and Macau.

In order to auchieve higher yields from rental income, the Group will dlso
continue to improve the usset yuulity of its investment properties, by repluciny
non-core premises with properties thut have d higher prospect for capital or
rentdl guin, upyruding the yuulity of fenunts us well us implementing vulue-
udded improvement schemes on various properties within its portfolio.

With regurd to its hotel operution, the Group expects the market to become
increusingly competitive this year, with the launch of hew hotels in Hony
Konyg und the resultant incredse in room supply. The Group will continue to
improve und refine its operations und marketing struteygies in order to remuin
competitive. With karaoke und the food und beveruge businesses serving us
mujor contributors to the hotel’s revenue, the Group plans to refurbish its
karaoke rooms locuted on the busement floors to enhunce its service quuality.

To further its pure property play strateygyy, the Group has announced d
proposed spin-off und sepurate listing for its securities and futures brokeruye
operation.

Looking uheud, the Group expects to enjoy onyoiny profit contributions from
its purtiully-owned entertuinment und leisure operation under EEH, us well us
strony cush-flows through dividends distribution from EEH. The Group will dlso
closely monitor the performaunce of dll its business segments to muximise
returns for its shureholders und investors.
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CAPITAL STRUCTURE, LIQUIDITY AND FINANCIAL RESOURCES

As at 30th September, 2006, the total externdl borrowings (excluding payables)
umounted to upproximutely HK$3,967.1 million und the Group maintuined a
debt to equity rutio of 44% (Mmeusured by totul externul borrowings us u
percentuye to the totul usset value of the Group). In uddition to its shure
capital and reserves, the Group made use of cush flow generated from
operations, baunk borrowings und uhsecured louns from d shareholder and
reluted compunies to finunce its operutions. The Group’s bunk borrowinys
were denominated in Hohy Kony Dollars und their interest rutes followed
muarket rates. The Group’s bunk bulunces und cush were denominated in
Honhy Kony dollars und Renminbi. Since Renminbi is relutively stuble, the
Group hud nho materiual exposure to fluctuations in exchanyge rates.

STAFF COSTS

The total cost incurred for stuff including directors” emoluments umounted to
HK$58.8 million during the Period us compared with HK$151.3 million in the
lust corresponding period. The decreuse wus due to the disposul of hon-core
businesses on 31st Murch, 2006. The humber of stuff wus upproximutely 300
as ut the end of the Period.

ASSETS PLEDGED

Assets with carrying value of HK$4,905.20 million were pledged us security for
bunking fucilities.



