PAAMAGEMENT DISCURSION AMD AMALYRIS

OVERALL GROUP RESULTS

The results of the Group for the year ended 31 December 2000 and the
state of affairs of the Company and of the Group at that date are set out
in the financial statements on pages 22 to 70.

The Group’s turnover for the year ended 31 December 2000 increased
by 9% over 1999 to HK$4,684 million, mainly due to increased
wholesale of gold bullion. The net profit attributable to shareholders
was HK$56,722,000, a decrease of 55% compared with 1999 profits of
HK$125,567,000. Earnings per share were 12.89 cents compared with
28.54 cents in 1999.

GOLD AND GEM-SET JEWELLERY

Hong Kong’s economy continued to be depressed in 2000, and
consumer spending was heavily curtailed. Turnover of the Group’s gold
and gem-set jewellery operations declined by 12% to HK$2,126
million, and profit contribution amounted to HK$50 million,

representing a decrease of 61%.

In Taiwan, the jewellery retail network was expanded with the opening
of new outlets. However, the results were affected by the weakness in
the Taiwanese currency. Operation in the Mainland remained steady.

With a rather clouded outlook for the economy in Hong Kong, we
expect consumer to be conservative in their spending and sensitive to
prices. We have adjusted our mix of products to meet the shift in
demand and we shall hone our competitive edge by judicious expansion
of our retail networks. In Taiwan we shall concentrate on increasing the
profitability of the branches. In the Mainland, we shall continue our
policy of expansion with total management control.

PRECIOUS METALS

Turnover from wholesale of precious metals increased 35% from
HK$1,856 million in 1999 to HK$2,503 million, but profit contribution
decreased by 12%. The results reflect the low margin and the intense
sensitivity to price in the business.
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PAARNAGEMENT DSCUSSION AMD AMALYSIE

SECURITIES, COMMODITIES AND GOLD BULLION

The revenue and the profit contribution from stockbroking increased by
67% and 59% to HK$49 million and HK$27 million, respectively. Four
new branches in excellent locations were opened in opportune time to
capitalise on the heated market during the first quarter. In July, the
Group’s internet securities-trading platform went online as www.338.net
and put us amongst the first successful brokers in fully implementing
straight-through processing with the AMS/3 system of the Hong Kong
Stock Exchange. Providing customers an efficient and “intelligent”
alternative in order placing and offering them excellent information
services, the platform is an important tool for survival in an increasingly
competitive business.

The outlook for the market is gloomy at least for the first half of 2001. At
the same time, online trading is being offered at discount levels even
before the scheduled abolition of the minimum commission in April
2002. We are able to contain our costs because of our investment in
technology, nevertheless we shall expand our product line and
marketing efforts in order to maintain our profitability.

INVESTMENT

Rental revenue from investment properties amounted to HK$7 million
which accounted for less than 1% of the Group’s overall turnover. Most
of the Group’s properties are held for our own use as jewellery shops
and factory premises. Although the property market is weak the
exposure of the Group in this sector is not significant. Following
corporate accounting policy an evaluation of its properties was
conducted at the end of the year.

As a result of the merger of The Stock Exchange of Hong Kong Limited
(“SEHK”) and Hong Kong Futures Exchange Limited (“HKFE”) on
6 March 2000, the Group exchanged its shares in SEHK and HKFE for
six securities trading rights and one futures trading right, as well as
6,223,500 shares in Hong Kong Exchanges and Clearing Limited. The
shares are held by the Group as a long term investment and at
31 December 2000 the unrealised holding gain amounted to HK$109
million.
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PAAMAGEMENT DISCURSION AMD AMALYRIS

FINANCE

The Group operates a central treasury which co-ordinates all financing
and cash management activities. Financing for trading needs may be
arranged by a subsidiary under its supervision. This policy achieves
better control and lower overall cost of funds.

The Group has foreign currency exposure in US dollars, Renminbi and
Taiwanese dollars. If and when required, foreign currency loans may be
arranged to lessen the impact of fluctuations.

Funding was mainly derived from internal resources. As at 31 December
2000, the Group’s total cash on hand was HK$182 million which
together with undrawn facilities of HK$441 million provide sufficient
flexibility to take advantage of investment opportunities and to cover
anticipated funding needs.

It is the Group’s policy to always obtain financing on unsecured basis
whenever possible. The Company guarantees banking and other
facilities granted to subsidiaries. At the end of the year, the Group has
no loans outstanding. Details of charges on group assets are set out in
notes 13, 14 and 27 to the financial statements.

HUMAN RESOURCE & TECHNOLOGY

At the end of 2000, the Group had 1,389 employees. Employees are
rewarded on a performance basis within the general framework of the
Group’s salary and bonus system. In order to comply with the
requirement of the mandatory provident fund statutes, a plan to dissolve
the old ORSO scheme and to transfer its assets into MPF accounts has
been adopted and will be fully implemented by early 2001. Other
employee benefits include insurance, medical cover and subsidies for
continuing education. The Group has not adopted any share option
scheme.
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PAARNAGEMENT DSCUSSION AMD AMALYSIE

The Group’s strenuous efforts in training our staff on customer service
had gained recognition numerous times during the vear. In the October
competition organised by the Hong Kong Retail Management
Association, Chow Sang Sang Jewellery was honoured with the “2000
Service and Courtesy Award” in “Specialty Stores Category” at both the
Supervisory Level and the Junior Frontline Level, as well as the “On The
Job Performance Award”. In the November Mystery Shoppers
Programme of the Hong Kong Retail Management Association, Emphasis
was named “Service Industry Leader” and the “Service Category Leader
of Watch & Jewellery Category”. Three staff members were named by
the Hong Kong Tourist Association as “Super Staff” in their “Be A Good
Host Campaign”. Members of our senior management had been invited
on several occasions to give presentations on the concepts and
methodology of customer service.

The Group is fully cognizant of the importance of information
technology. We are equipped with fully functioning state-of-the-art
platforms for online securities trading as well as e-retailing. Various
units and locations of the Group are tied electronically by sophisticated
networks with backup functions, allowing efficient exchanges of
management information. Our dedicated technology team is able to
keep abreast of the requirements of the Group, without extravagant
requirements in resources human or financial.

The Group has stringent policies with regard to the integrity of its
systems as well as the safeguarding of intellectual property rights. For
effective control and enforcement, a staff with extensive experience is
put in charge at a very senior level.
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