On behalf of the board of directors (the “Directors”), | am pleased to
present the annual results of Hop Fung Group Holdings Limited (“the
Company”, and together with its subsidiaries, collectively referred
to as “the Group” or “we”) for the year 2006 to the Group’s (“our”)

shareholders.

Our corrugated medium operations, which started production in
March 2006, opened a new chapter in our history. Production at our
Green Forest (QingXin) Paper Industrial Limited (“Green Forest”) site,
located in Qingyuan, Guangdong Province, supplied around 30% of
the raw materials needed by our three corrugator plants in Dongguan
and Shenzhen, both within Guangdong Province. Via such vertical
integration, we can now not only secure our supply of raw materials and
offset the impact from rising prices, but we can also custom-make our
raw materials for our customers. This resulted in gross margin gains of

more than 2 percentage points in the year.

Competition in the downstream business in Guangdong Province
remains intense. We strived to control costs, improve our marketing
and sales strategies and optimize product quality. We bought advanced
production equipment, strengthened our computerized production
processes and effectively distributed workload across our production
lines, fully optimizing our production lines and maximizing utilization.
Combined with steady supply of corrugated medium, we were able to

raise our operating profits by 24% year on year.

Our products are currently mostly heading into export markets, with
the domestic market accounting for only around 10% of sales. We will
continue to develop the domestic market. Corrugated cardboard is now
not used for packaging, but it is also an environmentally friendly raw
material replacing other materials such as wood, plastics and polyfoam;
for example, corrugated cardboard is now being used to make product
display cases. Thus, we see great potential for corrugated cardboard
products. We will continue to produce more high value-added products
that are environmentally friendly, embrace the solid growth expected in
the Chinese and global high-end cardboard products market, exploit any
opportunities in the market, further develop our downstream business

and expand our market share.
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We are currently planning the construction or acquisition of our fourth
corrugator plant, which will also be located within Guangdong Province.
We expect this new plant to start production by the end of 2007 or early
2008. Foundation work for the Group’s kraft linerboard production line,
located at Phase 2 of Green Forest, was completed in March 2007.
Relying on our experience in building our corrugated medium plant, we
expect our kraft linerboard line to start production on time in early 2008,
raising our total upstream capacity to 300,000 tonnes per year. This
will fully satisfy the key raw materials requirement of our downstream
business. We are convinced that the synergies from fully meeting our

internal needs will lift our margins and competitiveness.

Green Forest has a 1,000 Chinese mu site which can accommodate
upstream production of up to 1,000,000 tonnes in capacity. We expect
to start production of Phase 3 of Green Forest, with production due
to start at the end of 2009, raising capacity to no less than 500,000
tonnes. At the same time, we will build our fifth corrugator plant within
Green Forest, to allow our downstream and upstream businesses to grow

together and achieve greater economies of scale.

Last but not lease, | would like to express my sincere thanks to our
management team and staff for their dedicated work, and to our
customers, suppliers and investors for their continued support. We will
continue to strive to bring to the Group and our shareholders long-term

and satisfactory returns.

Hui Sum Kwok

Chairman

18th April, 2007
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