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OVERALL RESULTS

For the year ended 31st December 2006, the Group recorded a

consolidated profit attributable to equity holders of HK$104.82

million with basic earnings per share of 22.82 cents, an increase

of 75.1% from the consolidated profit attributable to equity

holders of HK$59.85 million and basic earnings per share of

13.03 cents for the year ended 31st December 2005. This is

mainly due to the increase in the consolidated net profit of

Xiamen International Bank by HK$24.28 million, and the

recognition of dividend income of HK$14.81 million from the

Group’s  investment in the shares of  Huaneng Power

International, Inc. for the first time.

DIVIDEND

The Directors have resolved to recommend at the forthcoming

Annual General Meeting of the Company to be held on 18th

June 2007 the payment of a final dividend of 4 HK cents per

share totaling HK$18,377,146 (2005: 3 HK cents per share

totaling HK$13,782,860) for the year ended 31st December 2006

to those shareholders whose names appear on the Register of

Members on 18th June 2007. The proposed dividend, if

approved, will be paid on or before 11th July 2007.
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BUSINESS REVIEW

Banking Business

Benefiting from the economic boom, the Group’s major

investment, a 36.75% interest in Xiamen International Bank,

again delivered a record performance for the year ended 31st

December 2006. Xiamen International Bank’s consolidated net

profit as adjusted under the requirements of the Hong Kong

Financial Reporting Standards went up by 30.9% to RMB261.40

million from RMB199.73 million in 2005. During the year under

review, based on the figures reported in its audited accounts

prepared under PRC GAAP, the total consolidated assets of

Xiamen International Bank had exceeded RMB30 billion for the

first time with deposits and loans attaining a double-digit

growth. Non-performing loans continued to decline while both

the interest spread and non-interest income reported a slight

increase. Xiamen International Bank will continue to focus on

its objectives of maximizing shareholders’ value and achieving

sustainable growth. As such, Xiamen International Bank will,

through the continuous enhancement of its branch network,

such as the formal establishment of its Beijing branch,

strengthen its operations and competitiveness in the fully-

opened financial services landscape in Mainland China.

Insurance

Min Xin Insurance Company Limited (“MXIC”), the Group’s

wholly-owned subsidiary, achieved a net profit after tax of

HK$6.30 million for the year ended 31st December 2006, a

decrease of 5.8% from HK$6.69 million in 2005. This is mainly

due to the decrease in contributions from the investment

property revaluation gain in 2006.

Despite the increasing competition in the market, MXIC remains

confident and mindful in exploiting opportunities in order to

attain a growth of its core business, namely, private car, domestic

helpers and bancassurance insurance.
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Property Development and Investment

The Group obtained approval from its shareholders to dispose

of its equity interest in its 51% owned property development

subsidiary, Jinan Pacific Real Estate Development Co., Ltd. (“Jinan

Pacific”), during the year under review. The disposal was

completed in June 2006 and the Group registered a gain on

disposal of HK$1.98 million and recorded a loss after taxation

attributable to the Group of HK$1.00 million up to the date of

completion. In 2005, the Group recorded a loss after taxation

attributable to the Group of HK$2.26 million.

Subsequent to the balance sheet date, the Group successfully

bid for a piece of land use right in Suzhou City, Jiangsu Province,

PRC (the “Land”) through public auction for a consideration of

RMB285 million (equivalent to approximately HK$283.9 million).

The Land can be developed for residential use and the duration

of the land use right is 70 years commencing from the date of

delivery of the Land to the Group. The Group has set up a wholly-

owned foreign investment enterprise, Minxin (Suzhou) Property

Development Co., Ltd., with a registered capital of HK$200

million in Suzhou City, to undertake the development project.

Two floors of the investment properties of the Group in Fuzhou,

Fujian Province have been leased to third parties, generating a

steady rental income to the Group. For the year ended 31st

December 2006, the Group recorded a rental income of RMB2.43

million, representing an increase of 148.0% from RMB0.98 million

in 2005.

Toll Road Investments

During the year under review, through its 30% owned associated

company, the Group’s toll road investment in Maanshan, Anhui

Province, recorded a revenue of RMB50.44 million, an increase

of 6.8% from RMB47.25 million in last year.

In March 2006, the Group’s 40% owned associated company

entered into an agreement with its joint venture partner of its

subsidiary company in Mainland China to dispose of its equity

interest in the toll roads in Fenghua, Zhejiang Province for a

consideration of RMB70 million. Up to the date of this report,

the Group has received RMB45 million on behalf of this

associated company for the disposal.
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High-Tech Investments

In 2006, Min Faith Investments Limited (“Min Faith”), an

investment of the Group engaging in the manufacturing of

industrial digital instruments in Mainland China, has achieved a

record profit year. Thanks to its efforts in fighting vigorously for

the protection of its intellectual property rights and riding on

the double digits national GDP growth in Mainland China, it

recorded a profit after taxation of HK$12.58 million in 2006, an

increase of 26.4% from the profit after taxation of HK$9.95

million in 2005. Min Faith will continue to enhance its capacity

in the research and development area in order to maintain the

leading position in the market place and develop diversified new

product lines.

Investment in Huaneng Power International, Inc.

As at 31st December 2006, the Group has estimated the fair value

of its holding of 108 million shares (“Huaneng Shares”) of

Huaneng Power International, Inc. (“Huaneng”) with reference

to the closing bid price of Huaneng’s A-Share and the

consideration for transferring the Group’s holding of 36 million

Huaneng Shares (the “Asset”) to its substantial shareholder,

Fujian Investment & Enterprise Holdings Corporation (“FIEC”)

under a share transfer agreement entered into by the Group and

FIEC on 4th April 2007. The Group’s investment in Huaneng

Shares was revalued to RMB623.1 million (equivalent to

approximately HK$620.8 million) as at 31st December 2006 and

a fair value gain (before tax) of HK$261.4 million (2005: HK$4.3

million) was recognised in the investment revaluation reserve

for the year ended 31st December 2006. During the year under

review, the Group recorded a dividend income of HK$14.81

million from Huaneng. On 3rd April 2007, Huaneng announced

its results under the PRC GAAP for the year ended 31st December

2006. The earnings per share for the year is RMB0.46, which

represents an increase of 25.0% as compared with last year.
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Investment in Huaneng Power International, Inc.
(Continued)

On 4th April 2007, the Group entered into a share transfer

agreement (the “Agreement”) with FIEC to dispose of the Asset.

Under the Agreement, the Group will transfer the Asset to FIEC

at a cash consideration of RMB147.24 million (equivalent to

approximately HK$148.74 million), which is to be adjusted by

an amount equal to the appreciation in the net asset value (as

defined in the Agreement) of the Asset from 1st March 2006 to

the date of completion of the Agreement. The Disposal

constitutes a major and connected transaction of the Company

and is therefore subject to the approval by the independent

shareholders of the Company at an extraordinary general

meeting to be held later.

FINANCIAL REVIEW

The Group maintained a healthy financial position during the

year under review. Based on 459,428,656 shares in issue (2005:

459,428,656 shares) and total equity attributable to equity

holders of the Company of HK$1,694.67 million (2005:

HK$1,324.84 million), the net asset value per share was HK$3.69

(2005: HK$2.88) at 31st December 2006. As at 31st December

2006, the total liabilities of the Group were HK$263.30 million

(2005: HK$285.32 million) and the ratio of total liabilities to total

equity attributable to equity holders of the Company was 0.16

(2005: 0.22). As at 31st December 2006, the current assets and

current liabilities of the Group were HK$429.58 million (2005:

HK$487.19 million) and HK$186.06 million (2005: HK$189.31

million) respectively with a current ratio of 2.3 (2005: 2.6).
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FINANCIAL REVIEW (Continued)

As at 31st December 2006, the Group had a 5-year floating rate

bank loan with an outstanding balance of HK$64 million (2005:

HK$120 million). The bank loan was secured by a property

(including the leasehold land component) of the Group with a

net book value of HK$13.97 million (2005: HK$14.43 million) as

at 31st December 2006. Subsequent to the balance sheet date,

this bank loan was fully repaid and the Group has drawn down

a 3-year floating rate loan of HK$180 million from another bank

for financing the newly acquired property project in Suzhou,

Mainland China. In addition, as at 31st December 2005, the

Group’s non-wholly owned subsidiary, Jinan Pacific, had fixed

rate short term advances amounting to HK$27.39 million, which

were derecognized after the Group’s disposal of Jinan Pacific

during the year under review. The gearing ratio of the Group

(total borrowings and advances divided by total net assets) as

at 31st December 2006 was 3.8% (2005: 11.0%).

As at 31st December 2006, bank deposits of the Group

amounted to HK$384.30 million (2005: HK$300.38 million) which

included deposits of RMB237.16 million (equivalent to

HK$236.27 million) placed with certain banks in Mainland China

(2005: RMB141.02 million, equivalent to HK$135.50 million).

The Group’s assets, liabilities and receipts and payments are

primarily denominated in Hong Kong Dollars, Renminbi and

United States Dollars. Since the commencement of the reform

of Renminbi exchange rate adjustment mechanism in 2005, the

exchange rate of Renminbi against various major currencies

(including United States Dollars and Hong Kong Dollars) has

increased steadi ly. The Group’s  net  monetar y assets

denominated in Renminbi has resulted in a foreign currency

translation gain of approximately HK$5.65 million (2005:

HK$2.83 million) recorded by the Group for the year ended 31st

December 2006. Apart from the change in Renminbi exchange

rate, the Group anticipates that it will not be exposed to material

risks arising from foreign exchange rates fluctuation.
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FINANCIAL GUARANTEE

As at 31st December 2005, a former non-wholly owned

subsidiary of the Group, Jinan Pacific, had outstanding

guarantees of RMB0.79 million (equivalent to approximately

HK$0.76 million) granted in favour of the banks which provided

mortgage loan facilities to buyers to acquire properties in

Mainland China from it. As at 31st December 2006, the Group

was no longer exposed to these guarantee contracts as a result

of its disposal of Jinan Pacific during the year.

EMPLOYEES AND REMUNERATION POLICY

As at 31st December 2006, the Group had 55 employees. The

remuneration of the employees is based on individual merits

and experience. The Group also provides other benefits to the

employees including retirement benefits and medical scheme.

PROSPECTS

Looking ahead into 2007, the economy of Mainland China is

expected to maintain a relatively rapid growth. Notwithstanding

the competitive pressure arising from full opening of the

financial service industry, we believe that the performance of

our investment in the banking sector will continue to boost. The

Group has been exploring investment opportunities in property

projects in Mainland China, and its success in bidding a piece of

land in Suzhou in 2007 has enabled the Group to further develop

its property investment and development business. Leveraging

on the prior experience in this business area, the Group will

continue to critically analyse any potential investment

opportunities available to the Group and invest prudently in

order to provide the shareholders with attractive long-term

growth potential.

APPRECIATION

On behalf of the Board of Directors, I would like to express my

appreciation and gratitude to our friends for their support, and

to the management and all our staff for their dedicated services

and contribution.

DING SHI DA

Chairman

HONG KONG, 26th April 2007
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