Despite another challenging year in Hong Kong’s Construction Industry the
Group made good progress in 2006. Turnover and gross profit increased by
1.7% to HK$297.6 million and 12.0% to HK$65.7 million respectively and
the outstanding order book on hand rose by 23% to HK$164.6 million. We
now have a strong foundation for sustainable growth and profitability and
continue to diversify into new markets. The Group has experienced managers

in place and we feel confident we can deliver on our strategic objectives.
Details of significant achievements in our Operating Divisions are as follows:

Plumbing Fixtures:
We have had a strong year in Plumbing Fixtures and benefited from three main

growth drivers:

1)  The Macau operations made good progress and we have established
ourselves as a major supplier. Our team secured a number of high profile
projects including The Wynn Macau, the Venetian Resort Macau and

Nova City.

2)  We have strengthened our presence in the Shanghai area and recruited
management. We recently confirmed the Hutchison Gubei project and
the Wharf Wellington Garden project, which are amongst the largest luxury

residential projects in Shanghai.

3)  We have increased our presence in the refurbishment market through our
sales to dealers and through our own retail outlets. We also opened the
Arnhold Design Boutique, which is focused on the luxury sector and has

set new standards in the market.
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Patterned floors finished in conglomerate marble tiles supplied to Skyplaza.

Tiles:

The Tiles Division has continued to deliver solid results in difficult market
conditions. We are a market leader in Hong Kong and secured a number of
landmark projects in 2006 including Union Square, Telford Gardens and Ho
Tung Lau. Our success is driven by the professionalism of our team under

experienced management. We are now major tile suppliers to the MTRC, KCRC
and the Hong Kong Jockey Club. MK BESZH9 R A A WA -

Marble Export:
The Marble Export Division opened a

new processing plant in DongGuan in
2006. The new facility has doubled our
production capacity and we are growing
strongly. We have established ourselves
as a premier manufacturer of decorative

stone products and have a strong

customer base in the United States,
United Kingdom, Australia, New

Zealand, and the European Union.

Our new marble processing plant in DongGuan enables us to grow strongly.
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Arnhold’s comprehensive range of Engineering Products ensure reliable building services.

Engineering:

The Engineering Division changed a number of key suppliers in 2006 to focus
on Internationally branded China-made products. We have completed the
transition of our portfolio to these products, greatly increasing our opportunities
in Hong Kong and the Mainland where we have secured a number of large-

scale industrial projects including Equipment for Bayer and Johnson & Johnson.

Building Materials Export:
Our Export Division is opening new accounts and establishing a base for future
growth. Orders have already been booked or shipments made to the United

Kingdom, Ireland, Australia, South Africa, Belgium and the United States.
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Bostik Joint Venture:

The Group has concluded a
40% JV with Bostik and we
have commenced construction
of an Adhesives Mixing Plant
in ZhuHai. This will be the
most advanced Powder Plant in
China with completion
targeted for end 2007. In the
meantime we are establishing
our sales and distribution
network using imported
products from other Bostik

facilities in Asia.
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Arnhold team up with Bostik to bring world-class construction chemical plant to ZhuHai.
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We have been through some challenging times in the Hong Kong Construction
Sector but we feel the market has bottomed and we are in a strong position to
take advantage of any improvements, whilst continuing to develop our
Manufacturing and Export business. It has taken several years to refocus the
Company and we are now positioned for growth as shown in our increased

Order Book.

Michael John Green
Chairman

Hong Kong, 23 March 2007
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