Chairman’s Statement
FERES

| present the results and operations of Nam Fong International
Holdings Limited (the “Company”) and its subsidiaries
(collectively, the “Group”) for the year ended 31 December
2006.

Results

The audited consolidated profit of the Group for the year ended
31 December 2006 was approximately HK$60,068,000 and
the basic earnings per share was HK4.42 cents, as compared
to the consolidated profit of approximately HK$328,527,000
and basic earnings per share of HK24.16 cents for 2005.

Dividends

The directors do not recommend payment of dividend for the
year (2005: Nil).

Net Asset Value

The consolidated net asset value per share of the Group as
at 31 December 2006 was approximately HK$0.32 based on
1,360,000,000 shares in issue, as compared to HK$0.24 per
share for 2005.

Business Review
Property Investment

The Group’s major property investment remained at Liwan
Plaza, with a gross floor area of 29,408 square meter, which
is located at Shang Xia Jiu Road, Liwan District, Guangzhou,
the People’s Republic of China (the “PRC”). During the year
ended 31 December 2006, the net proceeds from the sale of
investment properties at Liwan Plaza amounted to
approximately HK$30,000,000.
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Property Development

The Group’s major properties under development (PUD),
Jiangnan Nam Fong Garden Phase Il (“Jiangnan Garden I1I7),
is located at Chang Gang Zhong Road, Guangzhou. At
present, the demolition work on the site area of Jiangnan
Garden Il, together with the fencing off of the site and the
installment of sewage system have been completed. Currently,
the Group is awaiting the approval by the Guangzhou Planning
Bureau of the revised construction design, construction of
the project will be commenced as soon as the Group receives
the approval from the Guangzhou Planning Bureau which is
expected to be obtained by the mid of 2007. According to
the current construction design, Jiangnan Garden Il will
comprise four 30-storey towers including a 3-storey
commercial podium, 27-storey residential units and a 3-storey
car park at basement level with an expected total gross floor
area of approximately 108,738 square meter.

Another PUD project, Yue Xiu Plaza project, is located at Xiao
Bei Road, Guangzhou. As announced on 16 November 2006,
the Group had disposed the holding company of the project
which sole asset is the development project. Such disposal
was completed in January 2007.

Prospect

The land value and the trading price of real estate in
Guangzhou and its peripheral regions increased due to the
continuous impact of the new land policies on the real estate
market. The value of the land and the projects under
development held by the Group rose even more than 50%
given their prominently prime locations. The Group anticipates
the profit potential of its projects to be increasing with their
relatively lower costs.
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Recently, the Jiangnan Garden Il project of the Group has
been popular in the real estate market of Guangzhou. Many
investors had actively showed their interests in participation.
The Group will focus on the development of the Jiangnan
Garden Il project. The Group intends to fund the development
project by way of bank borrowings, proceeds from pre-sale
of certain residential properties and by internal resources.
Notwithstanding the above, the Group may also consider other
fund raising activities which may be in the interests of the
Group.

The Group has been engaged in the property development
business for a long period of time and has established its
market position in Guangzhou, the PRC. Apart from Jiangnan
Garden Il project, the Group will continue to explore quality
properties with a view to expanding its land bank should
suitable opportunities arise.

Capitalizing on the prime opportunities arising from the ever-
booming real estate market, the management team of the
Group is now seeking every opportunity for more extensive
cooperation. It is expected that the Group will soon stride
into a stage of rapid development. The year of 2007 will be
critical for our development. It is confident that the Group
can fully complete all of its project funding and development
during 2007.

Appreciation

On behalf of the Board, | would like to thank our shareholders
for their continued support to the Group and the dedicated
management and staff for their valuable contributions during
the year.

Tong Shi Jun
Chairman

Hong Kong, 30 May 2007
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