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INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise and make
recommendation to the Independent Board Committee in respect of the Offer Details of the
Offer are set out in the "Letter from Gel Nice" contained in Ihe Composite Document dated
23 Novcmbcr 2020 jointly issucd by Ihc Company and Ihc Offcror to Ihc Sharcholdcrs, of
which this letter forms part. Capitalised terms used in this letter shall have the same
meaninus as Ihose del'ined in Ihe Composite Documcni unless Ihe coniext requires otherwise

23 November 2020

As disclosed in the Announcement, reference was made to the announcement dated 19

October 2020 of Midland Holdinos in relation 10 the distribution in specie of all
610,976,997 Shares held by the Midland Group (representino approximately 33.84% of the
issued share capital of the Company) to the Qualifying Midland Shareholders. As no
fractional Sharc was disiributcd pursuani 10 Ihc ICrms of Ihc Midland Distribution, Ihc
residual 637,906 Shares held by Midland Holdings (representing approximately 0035% o1
the issued Shares) will be realised by Midland Holdings or its agents in the open market as
soon as practicable. In light of this, an application 11as been made 10 seek consent fi'om the
Executive PUTSuani 10 Rule 21.2 of the Takeovers Code for such realisation during the Offer
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Period and the Executive has indicated Inai it is minded to orant its consent for such

realisation following a 24 hours public notice period. Further announcement(s) will he made
by the Offeror and the Company in this regard.

Following coinpleiion o1' Ihc Midland Distribuiion and as at Ihe Latesi Praciicablc Dale,
the Midland Group no longer held any Share (other than the 637,906 residual Shares to be
I'Galised in the open market as part of the Midland Distribution) and the Company was no
longer accounied for as an associate of the Midland Group in the consolidated financial
statements of Midland Holdinos

Immcdiaicly upon Ihc coinplction of Ihc Midland Distribution, Ihc votino rights in Ihc
Company held by the Offer or Acquirer Group and the Midland Group decreased from
approximately 63.07% 10 approximately 41.12% (and will, 1'0110wing the realisation o1' the
637,906 residual Shares by Midland Holdings, decrease 10 41.09%) and the voting rights in
the Company held by members of the Offeror Acquirer Group correspondinoly increased
from approximately 29.23% to approximately 4109%. Accordinoly, pursuaiii 10 Rule 261 of
the Takeovers Code, the Offer or Acquirer Group is required to make a mandatory cash offer,
throuoh the Offer or, for the Shares which are not already owned or to he acquired by the
Offcror ACquircr Group.

As at the Latest Practicable Dale, the Offeror Acquirer Group held an aggreoaie of
741,751,330 Shares, representing approximately 41.09% of the issued Shares.

THE INDEPENDENT BOARD COMMITTEE AND THE INDEPENDENT FINANCIAL

ADVISER

Thc Indcpcndcnt Board Committcc, comprising all Ihc indcpcndcnt non-cxccuiivc
Directors namely Mr. YING Wing Cheuno, Will iain, Mr. SHA Pau, Eric, and Mr. HO Kwan
Tat, Ted, who have no interesi in the Offer save for holding in Shares, has been established
10 make a recommendation to the Independent Shareholders on whether the terms of the
Offer are fair and reasonable and as to the acceptance of the Offer.

As the Independent Financial Adviser, our role is to provide the Independent Board
Commiticc willI an indcpcndcni opinion and rccommcndation as to whcthcr Ihc ICrms of Ihc
Offei' are fair and reasonable and whether the Independent Shareholders should accept the
011'cr.

As at the Latest Praciicable Dale, we (i) were not associated or connected with the

Company or the Offer or, 111eir respective controlling shareholders or any parties acting in
concert with any of them; and (ii) had not acted as Ihe independent financial adviser in
relation to any transaciion of the Company or the Offeror, their respective controllino
sharcholdcrs or any panics acting in conccrt with any of Ihcm, within Ihc two ycars prior to
the commenceinent o1' the 011'cr Period. PUTSuant 10 Rule 13.84 o1' the Listing Rules and
Rule 2.6 of the Takeovers Code, and given that (1) the remuneration of our engaoement 10
opine on the Offer is at market level and not conditional upon Ihe outcome of the Offer;
(ii) no arrangement exists whereby we shall receive any fees or benefits from the Company
or the Offer or (other than our said remuneration), their respective controlling shareholders or



any parties acting in concert willI any of them; and (iii) our engagement is on normal
commercial terms, we are independent of the Company and can act as the independent
financial adviser to the Independent Board Committee in respect of the Offer

BASIS OF OUR ADVICE

in foi'inulating our opinion, we have reviewed, amongst others, (i) the Composite
Document; (ii) Ihe annual report of the Company for the year ended 31 December 2018 (the
"2018 Annual Report"); (iii) the annual report of the Company for the year ended 31
December 2019 (the "2019 Annual Report"); (iv) the interim report of the Company for six
months cndcd 30 Iunc 2020 (thc "2020 Interim Report"); and (v) o1hcr announccmcnts
made by the Company during the year ended 31 December 2019 and up to the Latest
Praciicable Dale.

We have relied on the statements, information, opinions and representations contained
or referred to in the Composite Document and/or provided 10 us by 111e Company, the
Directors and the management of the Company (the "Management"). We have assumed that
all statements, information, opinions and representations contained or referred to in the
Coinposiic Documcnt and/or providcd to us wcrc iruc, accuraic and coinplctc at Ihc Iimc
Ihcy were Inade and continued to be so as at Ihc Latesi Praciicab!c Dale. The Company will
notify Ihe Independent Shareholders of any material changes to information contained or
referred 10 in the Composite Document as soon as practicable in accordance with Rule 9.1
of' the Takeovers Code. The Independent Shareholders will also be informed as soon as
practicable when there are any material changes 10 the information contained or referred 10
herein as well as changes to our opinion, if any, after the Latest Praciicable Date and
Ihrouohout the Offer Period.

We have no reason to believe Ihai any stalemeni, inIbrmaiion, opinion or representation
relied on by us in forming our opinion is untrue, in accurate or misleading, nor are we aware
of' any material fact the omission of which would render the statements, information,
opinions or representations provided to us untrue, in accurate or niisleading. We have
assumed that all the statements, information, opinions and represeniations for matters
relating to the Company contained or referred to in the Composite Document and/or
providcd to us by Ihc Company, Ihc Dircctors, Ihc Mariagcmcnt, havc bccn rcasonably madc
after due and careful enquiry. We have relied on such statements, information, opinions and
reprcseniaiions and consider that we have been provided with and have reviewed SUI'litieni
information to reach an informed view and 10 provide with a reasonable basis for our
opinion. We have not conducted any independent investigation into the business, financial
conditions and affairs or the future prospects of the Group.

We have not considered Ihe taxation implications on the Independent Shareholders
arising from acccptancc or non-acccptancc of Ihc Offcr. if any, and Ihcrcforc wc will not
accepi responsibility Ibr any lax cl'ICci or liability Ihai Inay potentially be incurred by Ihe
Independent Shareholders as a result of the Offer. In particular, the independent
Shareholders who ai'e subjeci to Hong Kong or overseas laxaiion on dealinos in securities
are urged to seek Iheir own professional adviser on lax matters.



PRINCIPAL TERMS OF THE OFFER

The Offer, which is conditional, is made by Get Nice for and on behalf of the Offeror
in coinpliancc with Ihc Takcovcrs Codc. Thc Offcr Pricc of HK$0,09587 PCr Offcr Sharc
which represents the voluine weighied avcrage o1' Ihc ITadcd price o1' Ihe Shares as quoied on
Ihe Stock Exchanoe on 19 October 2020, being the Last Trading Day, in compliance wiih
the Takeovers Code. No coinparable offer will be extended in respect of the Convertible
Note as it is entirely held by the Offer or.

As at the Latest Practicable Dale, the Company had 1,805,282,608 Shares in issue. On
Ihc basis of Ihc Offcr Pricc of HK$0,09587 PCr Offcr Sharc and 1,063,531,278 Shares
subject 10 the Offei' (excluding the 741,751,330 Shares held by the Offer or Acquirer Group
as at Ihc Latest Praciicable Dale), Ihe 01'1'er is valued at approximaiely HK$101,960,743.62

Conditions of the Offer

The Offer is only conditional upon the Offeror having received valid acceptances of the
Offer which, will result in the Offeror, Mr. Wono and parties actino in concert with any of
Ihcm, logcthcr with any Sharc alrcady acquircd by Ihcm bcforc or during Ihc OffCT PCriod,
holding Inure than 507 o1' the voting rights in the Company, i. e. at least 902,641,305 Shares
(based on 1,805,282,608 Shares in issue as at the Latest Practicable Date)

The Offeror will issue a further announcement in relation to the fulfilment of such

condition (at which time the Offer or can declare the Offer unconditional as 10 acceptances if
such condition has been fulfilled) and any revision, extension or lapse of the Offer, as the
case may be, in accordance with the Takeovers Code. Unless otherwise agreed to by the
Exccutivc, Ihc Iaicst Iimc on which Ihc OffCTor Inay dcclarc Ihc Offcr unconditional as to
acceptances is 7:00 pm. on Ihc 601h day alter the Despaicli Dale

PRINCIPAL FACTORS AND REASONS CONSIDERED

I. Background information of the Company

1.1 Prt, ,cip@I activities

The Company is an invesiment holding company. The Group is principalIy
engaged in the provision of properly agency services in respeci of commercial and
industrial properlies and shops, properties invest meni, credit business and securities
investment in Hong Kong

For the years ended 31 December 2018 and 2019 and the six months ended 30
Iunc 2020, rcvcnuc gcncratcd from Ihc proPCrty agcncy scrviccs rcprcscntcd ovcr 90%
o1' the Iotal revenue o1' Ihe respective yeai. /period. As at 30 June 2020, the Group held a
portfolio of investment properties in Cheung Sha Wari, North Point, Kwai Chung, Ho
Man Tin and Tsim Sha Tsui in Hong Kong foi. long-term rental yield and/or capital
appreciation. This portfolio had a book value of approximately HK$838.7 million,
representing approximately 52.4% of the Group's total assets as at the same dale
Notwiihsiandino formino a substantial part of its asset base, rental income oeneraied



froni such investment properties for the two years ended 31 December 2019 and Ihe six
months ended 30 June 2020 represented less than 7% of the Group's total revenue of
the respective year/period. For furiher information on the Group's properly portfolio,
PIcasc rcfcr to APPCndix 111 to Ihc Coinpositc Documcnt.

r. 2 Fi, ,@,, cml i, !for, nation of the Growp

Sei out below is a of' the consolidated financial information of thesummary

Group (i) for the years ended 31 December 2018 and 2019 as extracted from the 2018
Annual Report and Ihe 2019 Annual Report; and (ii) for the six months ended 30 June
2019 and 2020 as cxiracicd from Ihc 2020 InICrim Rcport:

Rcvcnuc

- Agency revenue
- Commercial

- Indusirial

- Shops
- Properties investment
- Credit business

- Securiiies investment

Govcrnmcni subsidy
01her (loss)/income, nei
01her operating costs
Operating profit/(loss)
Profit/(loss) for the

year/period

For the year ended
31 December

2018

"FY2018")
HK$'000

milched)

2019

("FY2019")
HK$'000

(alld^7ed)

628,780
614,252
239,346
172,732
202,174

14,528

For the six months ended

30 June

2019 ("IH
FY2019")
HK$'000

tillin lithed)

442,126
416,255
197,408
86,585

132,262
22,071

3,084
716

(5,162)
(557,522)

66,096

2020 ("IH
FY2020")
HK$'000

filliniid^led)

317,113
304,868
160,395
55,813

88,660
11,214

885

146

48,189

( 17,764)
(441,628)

(17,266)

141,384
129,098
55,097
27,452
46,549

9,195
2,413

678

4,609
(2,086)

(152,866)
(8,959)

(19,601)

(968)
(290,014)

26,131

21,003 (7,861)



Total non-current

assets

- Investment

properties

- Properties and
equipment

Total currcnt asscts

- Cash and cash

equivalents
Total assets

Total liabilities

Total equity
Net gearing
Liquidity ratio

As at 31 December

2018

HK$'000

(and^^ed)

868,591

2019

HK$'000

(audited)

855,300

Soil, te. 20/8 ,!, Id 20/9 All, ,,, fir Repori find 2020 Inferilli Repo, I

6,159
792,529

Fy20i9 coinpn, td 10 Fy20j8

As at 30 June
2020

HK$'000

(!,,, 011diied)

in FY2019, total revenue decreased 10 approximately HK$442. I million
from approximately HK$628.8 million in FY201 8, representing a
yearon-year decrease of approximately 29.7%. As mentioned above, agency
it CS gcncrally form a significant proportion of Ihc Group's total rcvcnuc. A
decrease in Ihc Group's agency lee revenue I'roin approximaicly HK$614.3
million in FY2018 10 approximately HK$416.3 million in FY2019,
representing a yearon-year decrease of approximately 32.2%, was the main
reason for the overall revenue decline

593,214
1,661, I20

540,454
I, 120,666

28.3%

3.5 times

903,731

838,700

4,303
707,126

897,270

543,759
1.6 I 0,857

514,846
1,096,0I I

29.6%

3.9 times

838,700

TITe significant drop in transaction value and \, o1ume of the
non-rcsidcntial proPCriics in Hong Kong in 2019 as coinparcd with that in
2018 contributed significantly to the decrease in agency fee revenue in
FY2019. The coinbincd 16ciors o1' a sol'Iened o10bal economy, inlensilied
social tensions and gloomy market outlook adversely affected Ihe
perlorniance of the non-residential properly market. With the backdrop of
lingering China-U. S. trade disputes, business confidence was dampened and
demand for office spaces was undermined. Persistent social unrest in Hono
Kong during FY2019 also adversely affected the relail sector and
PCrformancc of shops. With Ihc markci conditions worscncd in 2019,
invesiors in general remained on Ihe sidelines and aciiviiies in the properly
investment Inarkei stayed at a relatively low level. While the residential
properlies market I'ebounded due to various government nieasures, such as
raising the cap on the value of the properties eligible for a mortgage loan of
maximuni cover of 90% loan-10-value ratio from HK$4 million 10 HK$8

million for first-time home buyers under the Monoaoe Insurance Prooramme

3,205
704.1 14

510,128
1,601,384

513,234
I, 088,150

30.4%

1.9 limes



of the HKMC insurance Limited, similar relief measures were not observed

in the non-residential properties market durino FY2019. These factors have
led to a weak ovei'all performance of the non-residential properties market.
This is in Iinc with figurcs from Ihc Land Rcgisiry \vhcrc Ihc valuc of
regisiraiion o1' non-residential properlies in Ihc litst hall' o1' 2019 dropped by
approximately 23.2% as compared wiih Ihe second half of 2018, and
approximately fell by a further 12.8% in the second half of 2019.

The Group's properties investment segment saw a revenue growth of
approximately 51.97. from approximately HK$14.5 million in FY201810
approximatcly HK$221 million in FY2019. This was mainly allributablc to
the full year contribution of properties added to the properly portfolio during
Ihe course o1' FY2018. There were no addiiions 10 investment properlies
durino FY2019

TITe Group started a new credit business in the second half of 2018 and
generated revenue of approximately HK$31 million in FY2019. In addition,
the Group generated approximately HK$0.7 million in revenue in FY2019
from sccuritics in VCsimcnt.

The Group recorded a loss of approximately HK$19.6 million for
FY2019, compared to a profit of approximately HK$482 million in FY2018.
The loss was mainly allribuiable to (i) a significant drop in revenue due 10
the reasons mentioned above; and (ii) a 1101 decrease in the fair value of

investment properties held by Ihe Group as at 31 December 2019 of
approximately HK$166 million.

As at 31 Deceinbcr 2019, the Group's nci asseis amounted 10
approximately HK$1,096.0 million, representing a decrease of approximately
2.2% from approximately HK$1,120.7 million as at 31 December 2018. The
decrease was mainly due 10 the Group's loss durino FY2019. Cash and cash
equivalents decreased from approximately HK$593.2 million as at 31
December 2018 to approximately HK$543.8 million as at 31 December
2019. Thc changc was mainly duc to Ihc incrcasc in morigagc loan
receivable.

As at 31 December 20I9, the Group's total bank loans amounied 10
approximately HK$135.4 million, representing a slight decrease from
HK$136.3 million as at 31 December 2018. Such bank loans are secured by
the Group's certain investment properties and corporate guarantee by the
Company. As at 31 December 2019, the Grotip also had the Converiihle Note
amountcd 10 approximatcly HK$189.4 million that is duc in March 2021.
The principal ainouni o1' the Converiible Noie was HK$200.0In illion.

TITe Gi'oup's gearing ratio (calculated on the basis of Ihe Gi. oup's iotal
bank loans and the Convertible Note over total equity of the Group)
remained relatively stable at approximately 29.6% as at 31 December 2019,
as compared to approximaiely 28.3% as at 31 December 2018. Liquidity



ratio (represents a ratio of current assets over current liabilities) remained
coinparahle at approximately 3.5 limes as at 31 December 2018 compared 10
approximately 3.9 limes as at 31 December 2019.

The Group did not declare dividend 10r FY2018 and FY2019

IH Fy2020 collipn, vd 10 IH Fy20i9

For IH FY2020, the Group's total revenue was approximately
HK$141.4 million, representino a 55.4% decrease from the total revenue of
approximatcly HK$317. I million in IH FY2019. Such dccrcasc was
alli'ibutable to the significant period-10-period decrease in agency fee revenue
o1' approximately 57.7% 1101n approximaicly HK$304.9 In illion in IH
FY201910 approximately HK$129. I million in IH FY2020. This is in line
with figures from the Land Reoistry where the value of registration of
non-residential properties in the first 11alf of 2020 dropped by approximately
60% as compared with the first half of 2019.

Thc Group's proPCrtics in VCstmcnt scgmcnt saw a dccrcasc in rcvcnuc
o1' approximately 18.0% ito1n approximaicly HK$112 Inillion in IH FY2019
to approximately HK$92 million in IH FY2020. This was mainly
alitibuiable 10 Ihe decrease in lental income for its investment properties
during IH FY2020.

The Group's credit business oeneraied revenue of approximately
HK$2.4 million in IH FY2020, representing a growlh of approximately I. 7
Iimcs coinparcd to Ihc corrcsponding PCriod in IH FY2019 as Ihc crcdit
business was SIilI new and being rainpcd up during IH FY2019. Revenue
from securities investment grew from approximately HK$0. I million in IH
FY2019 10 appi'oximately HK$07 million in IH FY2020. These two
segments accounted for approximately 0.3% of the Group's total revenue in
IH FY2019, compared to approximately 2.2% in IH FY2020.

Thc Group rccordcd a loss of approximatcly HK$79 million for IH
FY2020, compared 10 a profit of approximately HK$210 million in IH
FY2019. While SIal'I' cosis 10r IH FY2020 had declined by approxiinately
39.7% from that for Ihe coi'responding period in 2019 in line with the
declining revenue, cost-saving measures during IH FY2020 were not
sufficient to counteract the significant decrease in revenue. This was
notwithsiandino the fact that the Group also received subsidies under the
Employment Support Scheme from the Hong Kong government and had
rccogniscd approximaicly HK$46 million of o1hcr incomc during IH
FY2020. Withoui such subsidies, Ihc loss Ibr IH FY2020 would have been

higher at approximately HK$12.5 million



As at 30 June 2020, the Group's net assets amounted to approximately
HK$1,088.2 million, representing a decrease of approximately 0.7% from
approximately HK$1,096.0 million as at 31 December 2019. The decrease
was mainly duc to Ihc Group's loss during IH FY2020. Cash and cash
equivalents decreased 1101n approximately HK$543.8 in illion as at 31
December 2019 to approximately HKS510. I million as at 30 June 2020 as
revenue continued 10 decline.

As at 30 June 2020, the Group's total bank loans amounted 10
approximately HK$134.9 million, representing a slight decrease from
HK$135.4 million as at 31 DCccmbcr 2019. As at 30 Iunc 2020, Ihc Group
also had the Convertible Note amounted 10 approximately HK$195.5 million
that is due in March 2021. The principal ainount o1' the Convcriible Noie
was HK$200.0 million

The Group's gearing ratio (calculated on the basis of the Group's total
bank loans and the Convertible Note over total equity of the Group) stayed
relatively stable at approximately 30.49? as at 30 June 2020, as compared to
approximatcly 29.6% as at 31 DCccmbcr 2019. Liquidity ratio (rcprcscnis a
Taii0 o1' current assets over CUI'rent liabilities) decreased substantially nom
approximately 3.9 limes as at 31 December 2019 10 approximately 19 limes
as at 30 June 2020 as the HK$195.5 million Convertible Note which will fall

due in March 2021 became part of current liabilities. We noted that the
conversion price of the Convertible Note is hioher than Ihe prevailino market
price of Share. it such trend persists and the holder of the Convertible Note
does not exercise the conversion right, a substantial portion of the Group's
cash can bc cxpccicd to bc dcplo} cd towards rcpaying Ihc Convcrtiblc Notc.

The Group did noi declare dividend for IH FY2019 and IH FY2020.



1.3 Ownook of the Growp

Hong Kong's economy has been adversely affected by the persistent downward
prcssurc cxcrtcd by Ihc CScalaiion of China-U. S. tradc disputc sincc Ihc sccond half of
2018 and Ihe prolonued political and social unrest since June 2019. Despite signs o1'
slabilisaiion towards the end of 2019, the outbreak of the CoVID-19 pandemic in
January 2020 11as led to furiher conii'action in economic activities and has sionificanily
dampened economic sentimenis

The Hong Kong government has taken various measures, such as the Employment
Support Schcmc that providcs wagc subsidics to cligiblc cmp!oycrs 10 rciain ithcir
employees, as well as the relaxation of loan-10-value ratio caps for mortgage loans on
non-resideniial properties, in an allempi 10 suppori the local econoinies and markeis
from further adverse decline. The effectiveness of such measures is still subject to the
evolving development of the CoVID-I9 pandemic, the China-U. S. relationship and Ihe
global niacro-economic environment. in particular, it is noted Inai since the relaxation
of' loan-10-value ratio caps in Auoust 2020 as mentioned above, the non-residential
property market has yet 10 respond positively to such measures. While the CoVID-19
pandcmic is PCrsisting and Iikcly to coniinuc to causc uriccriainty to local cconomics, it
is unclear il' there will be I'urthcr support In Gasures 1101n the Hong Kong governmeni in
the near future, and even if so, how effective they will be

For the retail sector, the persistent social unrest in the second half of 2019 has
severely affected tile number of visitors to Hono Kono as well as local consumption
This in turn has adversely affected the retail properly sector, where demand for both
buying or selling and leasing of shop premises was muted. This led 10 an overall
dccrcasc in markct transaction volumc, and 111c Group's agcncy fcc rcvcnuc was also
correspondingly al'I'ecicd. Travel resiriciions and Inaridaiory quaraniine measures
brought by the subsequent CoVID-19 pandemic further devasiaied the retail sector in
Hong Kong, and as a resuli, severely impacted the performance of the shops segment.
Consumers have also shifted their mode of consumption IronT visiting physical stores to
online. Accordin0 10 research data from JLL', rents for hioh street shops dropped by
approximately 26.5% in the first half of 2020, whei. eas the rents for prime shoppino
mall also droppcd by approximatcly 20.8% during Ihc samc PCriod. Markct valucs of
high street shops fell by approximately 24.0% during the first half of 2020.

"Hullg Koiig:s collii, ,e, 'ci"I p, operi}, ,""rkei 11,111 see glee, I shoois I', I ,, ledii, ,, I re, in" News release (15
July 2020), ILL



For the office sector, work-from-home arrangements for many companies in Hono
Kong after the CoVID-19 outbreak have also pui pressure on the demand for office
space in Hong Kong. According 10 research daia froin ILL" " *, overall vacancy rate
for gradc A officcs worscncd to 8.3% as at Ihc cnd of Scpicmbcr 2020. As a
comparison, overall vacancy Talc Ibr grade A o11'ices was approximately 5.6% at Ihc
end of Ihe third quarter of 2019. Market values of overall orade A offices fell by
approximately 14.1% during the first half of 2020.

For the industrial secior, accordin0 10 research data from ILL', net effect rents
(being the average monthly rental net of rent free period and any concession and
outgoings, i. c. managcmcnt fcc, air conditioning fcc cic. ) for primc warchousc droppcd
by appi'oximaiely 4.5% quarter-on-quarter in the second quarter in 2020. The rental
decline was mainly allribuiablc 10 Ihc longer rent-itec periods provided by landlords
Yields were estimated to be broadly stable across the warehouse sector. Hence, market
values dropped in line with rents by approximately 4.5% quarter on-quarter in the
second quarter of 2020.

Accordin0 10 the World Economic Outlook published by the International
Monciary Fund in Octobcr 2020, it is cxpcctcd that Hong Kong's rcal GDP for 2020
will experience a 7.5% drop 1101n 2019. in a piess release tilled "Advance esiimaies on
Gross Domestic Product for second quarter of 2020" released on 29 July 2020 by the
Census and Statistics Department of the Hong Kong Governmeni, Hong Kong's GDP
decreased by 9.0% in real terms in the second quarter of 2020 as compared to Ihe
corresponding period in 2019, mainly allribuiable 10 the continued weak performance in
both domestic and external demand for o00ds and services

As discusscd with Ihc Company, Ihc Mariagcmcni cxpccts that Ihc impact from Ihc
China-U. S. trade dispuie will continue 10 linger and Ihe economic outlook o1' Honu
Kong will remain uncertain until Ihe CoVID-19 pandemic subsides. As the work-from-
home model has become prevalent durino the CoVID-19 pandemic, some companies
may adopt Ihis mode of working permanently which means that the demand for office
space will be lower. Furthermore, as tourist shoppiiio expenditure contributes
significantly 10 the total relail sector in Hong Kong, the compulsory quarantine
arrangcmcnis will dctcr Iravcllcrs from coming to Hong Kong, which incans that Ihc
retail sector and in Iui'n the demand for shops/commercial spaces as well as the lental,
will continue 10 lace downward pressure

As noted in the section headed "3.2 Reassessed NAV" in this letter, there was a

revaluation deficit on the Group's investment properties as at 31 October 2020,
represeniing a deteriorating properly market performance. As the ouilook of the

"Ho, IQ K0,18 PInj, e, 71 Mn, 'kcr Mo, intr, " (October 2020). ILL

"H, ,, Ig Ko, Ig Prone, 'I\ M",'Aei Am, 1111, ,." (0cioher 2019). ILL

"Hilli!! Krillg :, co, n, ,Ie, 'ci, ,I pinpe, 'I\. Jilt, , kei Mill see g, 'ee, , $1100is ill ,,, eati, ," fell"" News release( 15
July 2020), ILL

"Asit, Puc"c P, 'open}, Dikes, " (Q22020). ILL
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industrial, commercial and shop property markets remain challenging, the related
properly prices may continue to face downward pressure, which will in turn affect the
fair value of the Group's investment properties in the future.

While Ihe Group has been adjusting iis strategy 10 diversil'y its revenue streams
into the credit business and securities invest meni segments, the revenue contribution of
such segments to the Group's iotal revenue remained irisignil'icant at less than 0.9%
and 2.2% of the total revenue for FY2019 and IH FY2020, respectively. in addition, in
view of the fact Ihai the Offeror has 110 intention 10 introduce major chanoes 10 the
business of the Group, the major focus in the non-residential aoency business should
rcmain atICr Ihc CIOsc of Ihc Offcr. With Ihc outlook of Ihc non-rcsidcntial proPCrty
mai'kei remaining uncertain, the Management believes and we concur that the
non-resideniial agency business, in Ihc short 10 medium Ierm, will reinain challenging.

information on the Offeror and its controlling shareholders, and its intention in
relation to the Group

2.1 Informalto, , 0, , the Offeror

The 011'CTor is an investment holdinu company incorporated in the BVl with
limited liability and is indirectly and beneficial Iy wholly-owned by Mr. Wong.
Mr. Wono is a director and the sole ultimate beneficial shareholder of Ihe Offeror.

Immediately upon coinpleiion of the Midland Distribution, the votino riohts in the
Company held by the Offer or Acquirer Group and the Midland Group decreased from
approximately 63.07% to approximately 41.12% (and will, following the realisation of
Ihc 637,906 rcsidual Sharcs by Midland Holdings, dccrcasc to 41.09%) and Ihc voting
righis in Ihc Company held by members o1' the 01'1'erur Acquirer Group correspondingly
increased from appi'oximaiely 29.23% 10 approximately 41.09%. Accordingly, pui'suani
to Rule 26.1 of the Takeovers Code, the Offer or ACquii'er CIOup is requii'ed 10 make a
mandatory casli offer, Ihrouoh the Offer or, for the Shares which are not already owned
or to be acquired by the Offer or Acquirer Group

2.2 Tile Offeror's i, ,to, ,ito, , in reiniio, , to the Gro, ,p

Following Ihc close o1' the 011'CT, the 0116ror in lends Ihat the exisiing businesses,
employment of the employees and assets deployment of the Group in the ordinary
course be continued and does not intend that major changes 10 the business of the
Group be introduced. The Offeror considers that the Group should continue 10 review
its strategy and focus 10 best suit the operating environment of the Group.

2.3 Listi, ,g sint"s of the Co, ,, pully

The Offeror intends for the Company to remain listed on the Stock EXchange. The
Directors and directors of the Offeror will jointly and severally undei'lake 10 the Stock
EXchange 10 lake appropriate steps 10 ensure that sufficient public 110at exists in the
Shares following 111e close of the Offer



3. Offer price

3.1 Offer price co, "parison

The 011'er Price o1' HK$0.09587 per 0116r Share TCPrescnis

a) a discount of approximately 6.01 %10 Ihe closing price as quoted on Ihe
Stock EXchange on 20 November 2020, being the Latest Practicable Dale of
HK$0.102 per Share;

a discount of approximatcly 0.14% to Ihc closing pricc as quotcd on Ihc
Stock EXchange on the Last Trading Day of approximately HKS0.0960 per
Share;

a premium of approximately 0.28% over the average of the closing prices as
quoted on the Stock EXchange for 111e five (5) consecutive trading days up 10
and including the Last Trading Day of approximately HK$0,0956 per Share;

a premium of approximatcly 0.60% 0vcr Ihc avcragc of Ihc closing priccs as
quoted on the Stock EXchange Ibr Ihe Ien (10) consecutive ITading days up
10 and including the Last Trading Day of approximately HK$0,0953 per
Share;

a premium of approximately 3.01% over the average of the closing prices as
quoted o11 the Stock EXchange for the thirty (30) consecutive trading days lip
to and including the Last Trading Day of approximately HK$0.0931 per
Sharc;

a premium of approximately 7.87 over the average of the closing prices as
quoted on the Stock EXchange for Ihe ninety (90) consecutive trading days
up 10 and including the Last Trading Day of approximately HK$0,0889 per
Share;

a discount of approximaicly 84.10% to Ihc auditcd consolidatcd nct assci
value allributable 10 equity holders of the Company as at 31 December 2019
o1' approximaicly HK$0,6029 per Share based on 1,805,282,608 Shares in
issue as at the Latest Practicable Date;

a discouni of approximately 83.98% 10 the uriaudited consolidated net asset
value allributable 10 equity holders of the Company as at 30 June 2020 of
approximately HK$0.5986 per Share based on 1,805,282,608 Shares in issue
as at Ihc Latcst Praciicablc Datc; and

a discount of approximately 83.61% to the Reassessed NAV as at 30 June
2020 (as described in the section headed "3.2 Reassessed NAV" of this

letter) of approximately HK$0.585 per Share based on 1,805,282,608 Shares
in issue as at the Latest Practicable Date



3.2 Reussessed NAV

For illustration purposes, the net asset value of the Group allributable to equity
holdcrs as at 30 Iunc 2020 is rcasscsscd bascd on Ihc valuation of its proPCrtics as at
31 0ciobcr 2020 as sei oui in the valuation repoi'I prepared by JLL as sei out in
Appendix 111 10 the Composite Document. Sei out in the lable below is the net asset
value allribuiable 10 equity holders having adjusied for the valuation surplus (the
"Reassessed NAV") 10 reflect the latest market value of the properties held by the
Group as at 30 June 2020:

Total market value as at 31 October 2020 of the properties held
by the Group as at 30 June 2020

Less: carrying value of the properties lield by the Group as at
30 June 2020

Revaluation (deficit) of the Group
Rcvaluation (dcficii) allributablc to cquiiy holdcrs
Consolidated net assei value allribuiable 10 equity holders as at

30 June 2020

Add: revaluation (deficit) allributable 10 equity holders
Reassessed NAV as at 30 June 2020

Reassessed NAV per Share as at 30 June 2020

As slated in the paragraph lieaded "3.1 Offer price comparison" above, the Offer
Pricc rcprcscnts a discount of approximatcly 83.61 % to Ihc Rcasscsscd NAV PCr Sharc

App, u. tnn(lie/y
HK$ 111i//ioii

8I 3.6

838.7

(251)
(245)

1,080.6

(245)
1,056. I

HK$0,585



3.3 His fortc"I tradi, ,g price rig"i, ,SI ,, at asse! roll, e per Share

The table below illustrates the historical average closing price per Share against
Ihc Group's publishcd nct assct valuc PCr Sharc allributablc to cquiiy holdcrs during
those corresponding periods:

Year/period end

31 December 2017

30 June 2018

31 December 2018

30 June 2019

31 December 2019

30 June 2020

Net asset value

per Share
attributable to

equity holders
HK$

0.59

0.62

062

0.63

060

0.60

Sol, FCe: 7/1e SIuck Exc/lunge I, ebsiie 11TH, I*./Ikex. c, ,,". hk) tilld 8100, "here

Nores

Bei, Ig Ihe 4111dried a, Id 11, mildiied co, ISOlid, ,led lief t'ssei I un, e fill, Ibiiiub/e to eqiiii\ 1101de, 's t's
ill Ihe reSpeciii'e }'eu, '/Ile, '10d e, Id d, Ile (15 e. tilticied 11n, ,I Ihe ,ESPec!ii, e '11/11/1ulfi, lie, 'illi 12,111is
diiiinu, if e, lie, 11 PI, 61ished b\' Ihe Collipu, I\

Average closing
Share price

HK$

0321

0224

0179

O. I 18

0090

00934

? Rep, vse, 11,118 Ihe UVe, "ge CJDsi, us Slidie I, rice d!,,',', 18 Ihe lie, iod flu, " Ihe 11ndr, Ig du), 10/10/1'i, 18
Ihe PI, bficuiio, I b}' Ihe C, ,,, ip(,,,\ ill lis ill, d, led '11/11/1ul rest, lis DJ' 1/1/'11, dired infer1111 JESi, /15 jus
Ihe tw. ,e In"} bel to 1/1e 11', Idi, Ig d"}, 1111 11 hit/I 111e ., 11b. ,eqi, e, 11 1/1/'11, diied 1111e, 'i, ,I Jewilis 41, '
,, 11thled '11/11/1, ,I JESi, lis it's 111e c, ,se 111u\ be) 11 e, t PI, blis/led

Discount to net

asset value per
Share

attributable to

equity holders
%

45.6%

63.9%

711%

81.3%

85.0%

84.5%

3 Ray, vse, 11i, Ig Ihe discoi, ,11 o1'Ihe ill eruge CJDsi, ,g Slimt p, ice 10 file ,lei t'ssei roll, e '11/1'ibi, nible
10 eqi, in, 1101ders pe, ' SIIn, 'e t's 411 111e reveciiie } et, ,/period e, Id d, Ile
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We noted that the Shares had been consistently traded at substantial discounts to
net asset value allribuiable 10 equity holders for Ihe past Ihi'ee financial years' h can be
seen that the tradino price of the Shares does not correlate wiih Ihe chanoes of the net
asset value allribuiable 10 equity 1101ders of the Group. This niay indicaie that investors
might 1101 have valued the Shares based solely on the underIyino value of the Grotip's
assets. Tile sleeper discounis of market trading price per Share to net asset value per
Sharc atIribuiablc to cquiiy holdcrs obscrvcd sincc inid-2019 may bc a rcsult of
invesiors anticipaling coniinuous delcrioraiion o1' operating perlbrmancc and net assei
value of the Group allributable 10 equity holders given the uncertain outlook explained
above.

Replete, in, ,A Ihe ,, I, e, '". qe 11nsi, ip SIIn, 'e PI'ite '11/1'ill. q Ihe pel'inn I, n, ,, 28 All. gif"I 2020, beillg
inc I'lldi, 18 ifuy follow i, Ig Ihe I'llblicniio, I by Ihe C, ,,,,/,,,, 11 of ifs IIJi"!, dried 2020 I'll", nil
Iranlis. 10 file Lusi 71'udriig fin}.



Despite the Offer Price be ino at a discount of 84.10% to the audited consolidated
net asset value atITihutahle to equity holders of the Company as at 31 December 2019
and 83.61% to the Reassessed NAV, we have taken into account that (i) the Shares had

consistcnlly tradcd at substantial discounts to nct assct valuc allributablc to cquity
holders during the past Ihree I'inaricial years; and (ii) the current weak properly Inarkci
condition and uncertain outlook, we consider the Offer Price is, on balance, fair and

reasonable from this perspective.

3.4 Historical perlorm@,, ce of the Shares

Thc graph bclow illustraics Ihc historical closing priccs of Ihc Sharcs as quotcd
on the Stock EXchange during the period from 19 October 2018 (being two years prior
10 Ihc Last Trading Day) and up 10 and including the Latest Praciicable Dale (the
"Review Period").
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Over the Review Period, the hiohesi and lowest CIOsino price of the Shares were
HK$0.237 on 19 Octobcr 2018 and HK$0.072 on 19 August 2020, rcspcctivcly. Thc
average closing price of the Shares over the Review Period and for the 12 months prior
10 the Last Trading Day was approximaicly HK$0.142 and HK$0.102, respectively

Offer price

Closing Shares prit,

We have further analysed the Share price trend over two specific periods:

I. from 27 February 2019, beinc the day when the Share price started entering
into a downward trend, to 27 February 2020, belno one year after the start
daic which also coincidcs with Ihc approximatc Iimc PCriod bcforc Ihc initial
surge o1' CoVID-19 conl'irined cases in Hong Kong; and

Lasi Tradin Day

\.

Dale

'~ ^I' ~

from 27 February 2020, bein a the approximate lime pel'iod befoie the iniiial
surge of CoVID-19 confirined cases in Hong Kong and preventive nieasures
were implemented, 10 the Last Trading Day and up to the Latest Practicable
Date

,

A



Belwee, , 27 Febr""ry 2019 cmd 27 February 2020

As illustrated from Ihe graph above, the closing prices of the Shares have
bccn on a downward Ircnd sincc Ihc cnd of FCbruary 2019 (prior to Ihc
occurrence o1' social unrest and the outbreak o1' CoVID-19). The Share price has
decreased from HK$0.235 on 27 February 2019 10 HK$0.113 on 27 February
2020, representing a decrease of approximately 51.9 0 within a yeai. . During this
period, we noted that the Company had issued (i) an annual results announcement
for FY2018 on 27 March 2019, in which the Group's profit for the year dropped
approximately 46.4% from the year Glided 31 December 2017; (ii) a profit
warning announccmcnt on 17 July 2019, in which Ihc Company cxpccicd furthcr
decline in its net profit for IH FY2019 due to the significant drop in transaction
value and volume o1' non-resideniial properly sales in Hong Kong in the I'irsi hall'
of' 2019 when market uncertainties ai'OSe from the then pievailino China-U. S.
trade conflict and weakened investment demand; (iii) an interinI results

announcement for IH FY2019 on 27 Auousi 2019, which the Group's profit
dropped by approximately 57.9% as compared 10 the six months ended 30 June
2018; and (iv) a profit warning announcement on 19 December 2019, in which the
Company cxpcctcd to rccord nct loss for FY2019 as coinparcd 10 nct profit for
FY2018 due 10 signilicant drop in 11'ansaciion value and volume o1' non-residential
properties in Hong Kong as well as a decline in properly prices in the market. in
addition 10 the above, we believe the occurrence of social unresi since June 2019

also contributed 10 the weakened sentiment in the retail sector of the properly
market.

Belwee, , 27 Febr, ,@ry 2020 amd the Last Trodi, ,g Day amd "p to the Latest
Practicable Date

The Share continued iis downwai'd movemeni from March 2020price

following Ihe publication of Ihe Group's annual results announcement for FY2019
on 26 March 2020 and the risino number of confirmed cases of CoVID-19 and

preventive measures such as border controls, social distancing measures and
closure of leisure venues, implemented by the Hong Kong government with the
inICntion to curb Ihc sprcad of CoVID-19. Thc Sharc pricc dccrcascd from
HK$0.113 on 27 February 2020 to HK$0.076 on 31 July 2020, representing a
decrease o1' a roximaicly 32.7%. On 31 Jul 2020, Ihc Coin any issued a rol'it
warning announcement, in which the Company expected 10 record a net loss for
I H FY2020 as compared 10 net profit for I H FY2019. The Share price had
remained at sucli level from 31 July 2020 onwards until it recorded a spike 10
HK$0.106 o11 19 August 2020. Tile Management believed the temporary spike was
due to the announcement made by the Hono Kong Monetary Authority in relation
to Ihc casing of loan-to-valuc ratio ccilings to 50% for non-rcsidcniial proPCriics.
Such Share price did not sustain however and declined 10 HK$0,096 up 10 the
Last Trading Day.



Save as disclosed above, 111e Management and we are not aware of any other
reasons or other announcements published by Ihe Company durino the Review
Period which may have correlation to the Share price movement shown in the
graph abovc.

Despite the Offer Price of HK$0.09587 beino below the average closing
price of the Shares over the Review Period of approximately HK$0.142 and foi
Ihe 12 months prior 10 Last Trading Day of approximately HK$0.102, taking into
consideration co the Share price has been on a downward Ilend since the end of
February 2019 (prior to the occurrence of social unrest and the outbreak of
CoVID-19); (ii) markct uriccriaintics arising from Ihc CScalation of China-U. S
trade dispute; (iii) the social unrest which started since June 2019; and (iv) the
outbreak o1' CoVID-19 pandemic in January 2020, it is evident that Inarkci
sentiment has been dampened and the future outlook of the Hono Kong properly
market (in particular, commercial and industrial properties, and shops) remains
challenging, the Share price may continue 10 face pressure.

The CoVID-19 pandemic has persisted for ten months as at the Latest
Practicablc Daic. Throughout Ihc past ICn months, Ihc Hong Kong govcrnmcni has
implcinenied, lightened and relaxed various preventive Incasurcs as Inentioncd
above, in response to the severity of the CoVID-19 development. 11 is expected
that the CoVID-19 will not be eradicated in the near term oiven that the spread
of CoVID-19 has not been contained in other parts of the world and a promisino
CoVID-19 vaccine is yet 10 be available. Despite the Hono Kono Moneiary
Authority's announcement on easing of loan-10-value raiio ceilings 10 50% for
non-resideniial properties on 19 August 2020. the non-residential property market
has shown littlc improvcmcnt and Ihc Sharc pricc has rcmaincd bclow Ihc avcragc
CIOsinu price over Ihc Review Period and Ibr the 12 In on Ihs prior 10 Lasi Trading
Day.

in addition, Ihe Midland Distilbuiion niay create odd lots of the Shares.
Although odd lots matching services have been arranoed by Midland Holdings,
there is no guarantee of any successful matching of the sale and purchase of odd
lots. In Ihc cvcni of any salc of substantial amount of odd 101 Sharcs in Ihc
market, it may create further downward pressure on the Share price.

Taking into account of the above, we consider that Ihe Offer Price is fair and
reasonable with reference 10 the Shares' historical tradino prices.

Shareholders should note that the information set out above is not an

indicator of the future performance of the Shares, and that the price of the
Shares may increase or decrease from its closing price as at the Latest
Practicable Date.



3.5 Historical !r"ding Itq"idily of Ihe Shares

Apart from the Share price analysis above, we have also conducted a review on
Ihc trading liquidity of Ihc Sharcs. Thc tablc bclow SGIs out Ihc avcragc daily trading
volume o1' Ihe Shares on a In on Ihly basis durinu Ihc Review Period and Ihc respective
percentages of the average daily trading volume of the Shares as compared 10 Ihe total
number of issued Shares and Shares held by public:

October 2018 (starting
from 19 October)

Novcmbcr 2018

Deceinbcr 2018

January 20 19
February 2019
March 2019

April 20 19
May 2019
June 2019

July 2019
August 2019
September 2019
October 2019

November 2019

December 2019

January 2020
FCbruary 2020
Mai'ch 2020

April 2020
May 2020
June 2020

July 2020
August 2020
September 2020
Octobcr 2020 up to tlic

Lasi Trading Day

Average daily
trading
volume

Shales

Approximate

% of average
daily trading

volume to

total issued

Shares'

423,000

325,288
306,149
333,864
493,235

I, 164,064
2,024,895

394,952
163,211
267,830
722,368
480,738
323,619
213,762
716,931
404,033

248,150
971,136
326,868
306,450
115,733
248,932

4,254,1673
632,636

Approximate
% of average
daily trading

volume to

Shares held by
public

0,023%

O. 018 %

0017%

0,018%

0027%

0064%

0112%

0.022%

0,009%

0.015%

0040%

0027%

0018%

0012%

0040%

0022%

O. 0I4 %

0,054%

0,018%

O. 017 %

0006%

0014%

0.236%

0.035%

0064%

0,049%

0046%

0050%

0,074%

O. 176%

0305%

0060%

0,025%

0,040%

O. 109%

0073%

0,049%

0032%

O. 108%

0061%

0.037%

O. 146%

0049%

0,046%

0017%

0038%

0642%

0.095%

Average

662,300

666,574

0.037%

0.037%

O. I 00%

0.101%



Subsequent 10 the Last
Trading Day up to 31
October 2020

Novcmbcr 2020 (up 10 Ihc
Latest Practicable Date)

Average daily
trading
volume

Shales

Soil, ce

Nores

Approximate
% of average
daily trading

volume to

total issued

Shares'

Tile Sinck Etc/I", 18e Ilebsiie (" Nil. .hkex. co, ,I. hk)

I

a

Bu"ed ,, 111he loin! ,11,111be, ' of i\$11ed SIIn, vs i's at err, /1111n, 1/1/'11 pel'i, ,of e, Id

Bused fill Ihe lord1 1/1/'11ber of is $11ed Slidres us ul errc/I ,,, o1,111 o1 lier, 'rid e, ,d ,,, trills Ihe
Slidre. , lield b}, Offer, Ir ACq, ,I, tr Gruffp ,I, Id Midl(,, Id Gini, p r's "I errc/I ,"o111/1 fir period
e, Id

4,832,273

As illustrated in the above table, during the Review Period and up to the Last
Trading Day, Ihc liquidity of Shares was gcncrally low with Ihc PCrccntagc of Ihc
avei'age daily 11'adjng volume 10 the total number of issued Shares ranging from
approximately 0.006% 10 0.236%. The percentage o1' the average daily Irading volume
to the Shares held by public ranged from approximately 0.017% 10 0.642%. The
avei'age daily trading volume of the Shares during the Review Period up 10 the Last
Trading Day was approximately 666,574 Shares, representing approximately 0,037%
and 0101% of the total number of issued Shares and Shares held by public,
respecti\ ely.
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Approximate
% of average
daily trading

volume to

Shares held by
public

6,247,475

The sig, liftcu, ,I illc, 'ease i, I ,!I, e, '"Re d, Iil\' I'dIdr, 18 1.01u, ,Ie nil' Airy, ,$1 2020 Mus di, e 10 Ihe
minoi, ,Ice, ,Ie, 11 1,111de bv H0,18 K0,18 Mo, left, ,'y Alli/10,111, in left, Ii0, I 10 Ihe errsi, Ig o1
10", 1-10-lullte r, ,Iio ceiling. ,1050% f0, '110, I-, vside, 11i"I PInpe, lies on 19 Allgi, $1 2020.

0,268%

0346%

Given the pel'ccniage o1' Ihe avci'age daily Irading volunie 10 (i) Ihc 101al number
of issued Shares; and (ii) the Shares held by public during the Review Period (save for
August 2020) was less than 0,500%, we consider that Ihe Irading volume of the Shares
was thin and any sale of a sionificant number of the Shares on the market may result
in downward pressure on the market price of 111e Shares

0729%

0590%

As mentioned in the section headed "3.4. Historical performance of the Shares" in
this ICticr, Ihc Midland Distribution may crcaic odd lots of Ihc Sharcs. As Ihcrc is no
guardnicc o1' any successl'ul Indiching o1' Ihc sale and purchase o1' odd 101s, in Ihe event
of any sale of substantial number of odd 101 Shares in the market, it may create
downward pressure on the Shares price.



From a trading liquidity standpoint, we consider that the Offer is fair and
reasonable as Ihe Offer provides an assured exit alternaiive for the Independent
Shareholders 10 realise their investments in the Shares at the Offer Price of

HK$0,09587 PCr Sharc.

3.6 Market co, "parable cm"!ysis

As mentioned above, the Group is principally engaged in the provision of
properly agency services in respect of commercial and industrial properties and shops
in Hong Kong. in addition, the Group held a significant portfolio of investment
proPCrtics in Hong Kong for rcntal incomc. Givcn that Ihcsc arc two distinct busincss
segments, we ha\e, where possible, conducted analyses on the Group's property agency
business and properly invest In Grit business separately when assessing Ihc I'aimcss and
reasonableness of the Offer.

Given that Ihe Group was loss-making during the latest financial year, price-10-
earnings ratio is not applicable to our analysis

3.61 PI'opei'Iy age, ,cy neg, ,Telli

Save for the Company, we noted that Midland Holdinos is the only other
company listed on the Stock EXchange engaged in the provision of property
agency services in Hong Kong. Despite the Group being an associate of Midland
Holdinos, we believe Midland Holdings remains to be an appropriate coinparable,
due 10 the following:

both Midland Holdings and Ihc Group's opcrations arc Inainly localcd
in Hong Kono and are subjccicd 10 Ihc salne economic I'aciors;

(ii) their operations are separate from each other; and

(iii) they are principally engaged in property agency business albeii with
focus on different property types

We have coinpai'ed the price-10-revenue ratio ("PIS Ratio") of the Company
aoainsi that o1' Midland Holdinus. Such ratios measure the valuaiion on a

company's ability 10 generale revenue. Considering (i) the properly agency
business is asset light and revenue generation is one of its typical key
performance indicators; and (ii) PIS Ratio uses publicly disclosed financial
information, which is objective in nature, we believe PIS Raiio is all appropriate
approach.

While Ihcre arc dinercnccs in lei'Iris o1' Inarkci capiialisaiion and revenue
levels, the PIS ratio demonstrates the relationship of a company's market value
relative 10 iis I'evenue generating capability. As such, we believe the PIS Ratio
analysis can provide an appropriate measuremeni and comparison on valuation of
companies irrespective of their absolute amount of revenue. Set out below is a
comparison of PIS Ratio between the Company and Midland Holdinos



Midland Holdings
( I 200)

The Company

Soil!ce. ' T/Ie SIock Exchoiige Ivebsiie (Iviviv. hkex. colli. hk)

Market

capitalisation
HK$ mill^^, I

Nor",

Bused till Ihe relev", 11 CJDsi, Ig shine prite t's '11/01ed o11 Ihe SIocA' LA'chinige or Ihe Offer
P, 'ice ,I, Id file 121ei, ,,, 11 1/1/'11be, s o1'SIMres ill is$11e ,,, I Ihe L, ISI 7711di, 11! Dr, ),

2.

The Offer Price implies a PIS Ratio of approximately 0.39 times, which is
jigher than that of Midland Holdings of approximately 0.10 times

Buffed on Ihe Juleiu, ,I 20/9 ,I, 1,111,11 ,EPO, Is. Prior to file co, "PIeii0, I o1' Ihe Mid/u, Id
DJ'$1, 'Ib!, 1101i. Ihe Co, ,ip, ,, I\ 11 us ,In ,13soci(Ile of Mi'dlti, Id Holdi, 18s

Revenue2

HK$ 1111/1io, I

484.0

173.1

We also wish 10 hiuhlight Ihai the Group is Ibcuscd on the industrial,
commercial and shop properly markets while Midland Holdings is focused on Ihe
residential market. As elaborated in the section headed "1.3 Outlook of the

Group" of this letter, the indusirial, commercial and shop properly markets look a
Iaroer hit from the CoVID- 19 pandemic due 10 the lockdown nieasures and
work-from-home arranoemenis. With the CoVID-19 pandemic persist ino and
considcring Ihc markct data on Ihc non-rcsidcntial proPCrty markct as \VCIl as our
observations Ihe impact of lockdown measures and work-from-home
arrangemenis, the Dullook o1' the industrial, commercial and shop properly markcis

challengino than the residential market. We noted Ihaiappears more

notwithstanding a more challenging market and outlook, the Offer Price still
commands a margin of premium over the valuation of Midland Holdings, as the
Group has a higher PIS Ratio than Midland Holdings. As such, we consider that
the Offer Price is fair and reasonable from the above PIS Ratio analysis
PCrspcctivc

4,883.5
442.1

F1S Ratio

111ne

0.10

0.39

on

3.62 P, up elf}, 1111, esi, lieiii segine, 11

For the Group's properly investment segment, while its revenue contribution
towards the Group's total revenue is low, this segment constitutes a significant
portion of the nei asset value of the Group of approximately 76.5 r. To assess the
reasonableness of the valuation based on the Offer Price versus the value of the

Group's undcrlying asscis, wc havc also PCrformcd a pricc-to-book ratio ("FIB
Ratio") analysis, a commonly used benchmark Ibr valuation o1' companies, by
comparing the implied price-10-book ratio of Ihe Company based on the Offer
Price and the price-10-book ratio of the coinparable companies (the
"Coinparables")



We have conducted a search of Coinparables based o11 the following criteria:
(i) they are listed on the Main Board of the Stock Exchanoe; (ii) their principal
businesses being property investments of either commercial, industrial and/or
rciail proPCrtics in Hong Kong, contributing to In orc than 50% of Ihcir rcvcnuc;
(iii) iair value o1' ciihcr commercial, industrial and/or relail proper lies constituting
over 50% of the total value of their investment properties; and (iv) they have a
net asset value of not more than HK$3 billion

Given the composition of the properly investment portfolios of the
Coinparables consists of commercial, industrial and/or retail properties, which is
similar to that of Ihc Company, wc bclicvc ithcy arc coinparablc 10 Ihc Company
Furthermore, given the Iai'ge range of net asset values of propel'Iy investment
companies in Hong Kong, we believe Ihat applying a range on the net assei value
of up 10 HK$3 billion as a selection criterion oives us a reasonable and adequate
sample size of small scale properly investment companies that are coinparable 10
the Company 10 carry out our PIB Ratio analysis.

Despite the aforesaid criteria, the business, scale of operation, tradino
pro^Cct, location of proPCrtics and pro^Cis and capital siructurc of ithc Group arc
not exactly the same as those o1' Ihe Coinparablcs, and we have not conducted any
in-depth investigation into the businesses and operations of the Coinparables.

Based on our search conducted Ihrouoh published information on the Stock
Exchanoe's website, we have identified seven Coinparables that match the
aforementioned selection criteria. We believe the list of Coinparahles is exhaustive
and is sufficient for lis 10 form a view on Ihe fairness and reasonableness of the

Offcr Pricc. DC1ails of thc Coinparablcs arc summariscd bclow

Company name

Thing On
Enterprise
Limiied

Stock

code Principal business

% of revenue

contributed

from

properly
investment

segment

2292 En"a, ed in

properly
invest meni and

manaoemenl in

Hon" Kon"

Fair \. alue of

Net asset investment Market

Ialue' properties ' capitalisation' Pm Ratio'
IHKS 1111/1ioii) IHKS11/11/1011) IHKS 11/11/1011)

87.1% 1,418. ! 1395.8 698.4 0.49



Company name

Tern Properlies
Company
Limited

Stock

code Principal business

% of revenue

contributed

from

property
investment

segment

Engaged in

properly

Invest meni,

properly leasing
and in yesimenj

in debt and

equity securiiies

Winlair In\eslmen!

Company
Limiicd

Fair value of

Net asset investment Market

value' properties ' capitalisation' Pm Ratio'
IHKS iiii1!10/11 IHK$ Imjinoii) IHK$ willful)

100.0%

Engaged in
properly and
shale in VCs!merit,

properly

developmen! and
securities

dealings

Engaged in
properly
in Yesimcni and

financial services

Gini Wall Pan

Asia Holdings
Limiicd

2,963.5

Zhongchang
inIernaiional

Holdings Group
Limited

2,409.0

68.8% 1,192.0

1,119

\\ ing Lee Properly
Invesimenis

Limited

Engaged in the
In Yesimeni,

developmeni and
leasing of
proPCriiCS In
Hon, Kon"

Engaged in the
invesimeni in

properlies in

Hong Kong and
the leasing of

tomplcicd
coinmercial and

resideniial

properlies

71.8%

940.0

87.1%

100.0%

682.0

1,216

982.7

382.5

1,151



Company name

Eminence

Enierprise
Limiicd

Stock

code Principal business

% of revenue

contributed

from

property
investment

segment

Engaged in

properly
in VCsimcni and

development.
secunlics

in Yesimeni and

loan financing

Fair Ialue of

Net asset investment Market

value' properties ' capitalisation' Pm Ratio'
IHKSiiiill^bii) IHKSinn!Ib!I) IHKSiiiill^bill

The Company

59.1% 2,941.9

Engaged in the

provision o1
properly agency
services in

respeci of
commercial and

indusirial

properlies and
shops. properties
Invesimeni,

oredii business

and securiiies

In VCsimcni

1,262.5

Maximum

Minimum

Mean

Mcdian

279.4 0.09

0.49

0.09

0.26

0.23

1,056.16
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838.7 016'
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As illustrated in tile table above, the PIB Ratios of the Coinparables ranoe
from approximately 0.09 limes 10 0.49 limes, with Ihe mean and median beino
approximately 0.26 times and 0.23 limes, respectively. TITe implied PIB raiio (the
"Implied FIB Ratio") of the Company based on Ihe Offer Price versus Ihe
uriaudiicd nci assci valuc as at 30 Iunc 2020 and on Ihc Offcr Pricc VCrsus Ihc

Reassessed NAV as at 30 June 2020 were both approximately 0.16 times. For
illusirarion purposes, the implied PIB Raii0 o1' Ihe Coinpany based on Ihe 011'er
Price versus the audited net asset value as at 31 December 2019 was

approximately 0.16 limes as well.

We noted that the Implied PIB Ratio of the Company falls within the ranoe
of the PIB Ratios of the Coinparables and is SIiohily lower than Ihe mean and
incdian of Ihc Coinparablcs.

We wish 10 highlight that the Group derived a Inajoriiy of its revenue from
its propel'Iy agency segment, while the Coinpai'ables del'ived a majority of theii'
revenue froni rental income of their properly investment segments. The
challenging outlook and continued loss making of the Group's properly agency
segment created addiiional pressure on the valuaiion of the Company as compared
10 tile Coinparables, and as such, contributed 10 its comparatively lower PIB
Ratio. Wc considcr, on balancc, Ihc Offcr Pricc from a PIB ratio PCrspcciivc is
iair and reasonable relative 10 the Coinparables. We note that, as an illusiraiion, il
the Group's CUI'rent operational loss making situation persists, it will cause I'uriher
leduciion to the Group's net asset value which in turn will cause an increase in
PIB Ratio (with all else unchanged)
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011 lop of the above PIB Ratio analysis on the Coinparables, we are of the
view that it is also informative 10 review the PIB Raiios of lamer properly
investment companies in Hong Kong 10 have an overall understanding of how the
markct valucs such proPCrty in VCstmcnt coinpanics. To illustraic how Ihc markct
values even Ihe largesi properly investment companies in Hong Kong, we have
further conducted a search on Ihe largest properly investment companies based on
Ihe following criteria: (i) they are listed on the Main Board of the Stock
EXchange; (ii) their principal businesses include properly investments of either
commercial, industrial and/or retail properlies in Hong Kong; and (iii) Ihey have a
net asset value of more than HK$80 hillioii (the "Large Coinparables")

Based on our search conducted ithrouoh published information on the Stock
EXchange's websiie, we have idcntil'icd 1'0ur Large Cumparablcs Ihai Inaich the
aforementioned selection criteria. We believe the list of Large Coinpai'ables is
exhaustive, and act as an additional frame of reference on the fairness and

reasonableness of the Offer Price, in particular from the perspective of a PIB ratio
analysis. Details of the Large Coinparables are summarised below:

Stock MarketNet asset

value' capitalisation' FIB Ratio'code

(HK$(HK$
11/11/1011)1111/1^bii)

95,641.2221,414

Company name

Wharf Real Estate

Invesimeni Co. Lid

Swire Properlies Lid.

Principal business

1997

Hysan DCvclopmcni Co
Ltd

Engaged in the
invesimeni and

operation o1
proPCriics in Hong
Kong

Engaged in propel'Iy
Invest meni In

Hong Kong

Engagcd in
properties leasing
in Hong Kong

Engaged in propel'Iy
and hotel

businesses

Tsim Sha Tsui

Properties Lid.

1972 288,911

0.43

80,972

122,265

145,273

26,360. I

0.42

46,649.7

Maximum

Minimum

Mean

Median

0.43

0.32

0.38

0.38



Company name

The Company

Stock

code Principal business
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We observed that the Laroe Coinparables, which should be perceived by the
market as the most premium and profiiable properly invesimeni companies in
Hong Kong whicli hold properties in prime locations ill Hong Kong, similarly
trade at substantial discounts 10 Iheir net asset value wiih a mean o11 tile PIB

Ratio of approximatcly 0.38 Iimcs. Using Ihc abovc as rcfcrcncc couplcd with our
observation on the outlook of the Group's property agency business, we are able
10 IUTther conclude that the Coinpany's Implied PIB Raii0 o1' approximaiely 0.16
times is, on balance, fail' and reasonable



RECOMMENDATION

in summary, we 11ad considered the below factors:

(i) Ihe 011'er Price is lower Ihan the average CIOsino price o1' Ihe Shares during the
Review Period and for Ihe 12 months prior 10 the Last Tradino Day;

the Share price had been on a downward trend since end of February 2020 and
may continue 10 face pressure due to the challenging outlook;

thc trading liquidity of Ihc Sharcs was thin throughout Ihc Rcvicw PCriod and Ihc
sale of large number of Shares on the public market may exert downward pressure
on the Share price 10 levels below Ihc 011'cr Price;

(iv) the Offer Price being at a discount of approximately 84.10% 10 the audited
consolidated net asset value allribuiable 10 equity 1101ders of the Company as at
31 December 2019 and approximately 83.6I% to the Reassessed NAV;

Ihc Sharcs had consistcntly tradcd at substantial discounts to Ihc nct assct valuc
alli'ibuiablc 10 cquiiy holders during Ihc past three tinancial years;

the PIS Ratio represents a premium over Midland Holdings, the Company's
closest listed coinparable in terms of the properly agency segmeni in Hong Kong;

(vii) the business and financial perforniance of the Group has been deteriorating due to
market 11nceriainties arising from the escalation of China-U. S. trade dispute, social
unrcsi and outbrcak of Ihc CoVID-19 pandcmic, all of which havc coniributcd
uriceriainty 10 the I'urure econoinic Dullook o1' Hong Kong;

) the Implied PIB Ratio is slightly lower than the niean and median of the PIB
Ratios of the Coinparables and the Laroe Coinparables in terms of the properly
Investment seonient;

Ihc Group's non-rcsidcntial agcncy busincss, in Ihc short to incdium ICrm, wi
I'Ginain challenging given the properly market outlook in Hong Kong;

indusirial, coinmei'cial and shops property prices may continue 10 face downward
pressure going forward as demonstrated in the revaluation deficit as at 31 October
2020; and

(xi) the Company has not declared any dividend in the past

Considering the above, we arc o1' Ihc opinion Ihai, on balance, Ihc Ierins o1' the 011'cr
are fair and reasonable so far as the Independent Shareliolders are concerned. Accordingly,
we advise the Independent Board Coinmiiiee 10 make recommendation 10 the Independent
Shareholders to accept the Offer.



As the Offer may or may not become unconditional, Shareholders and investors of
the Company should exercise extreme caution when dealing in the securities of the
Company and, if in doubt as to their position, consult their professional advisers.

Ms. learn!), Leu, 18 ( "Ms. Le""g ") is a Respoiisib/e Office, ' of All!is Caplin/ Li7, lired
licensed 10 cal','y o11 T), pe 6 (rid\, 1511/8 o11 co, pornie filialice) regulared acii\, IIJ, 1111der the SFO
rind per, ,lined to lindennke IPO, 'k OS a spoilsor She is also a Responsible Office, ' of Alli, s
In I, esi, ,Ie"Is Li, niled lice, ised 10 cal'ry o11 Type I (death, g in secii, 'ill^s) '28/11aied nc!it, 11y
IIJide, ' 1/1e SFO. Ms. Lei, ,18 Irus over 30 yeu, 's of expel'fence ill cumoi'(, 18 flirti, ice (!ofviso, },
a, Id colli, liercial .field ill GJ'earei' C/livid, ill 1701'!ICt, Ia, ; $118 lid. s 1701'Iicij, ored ill spo, ,solThij)
wo, 'k 101 1,111inl public one"ings o11d acred OS fillaiicio! advise, ' or i, Idepe, Ide, 11 filialICiol
advise, ' ill various co, porale finance 11n, is aciio, is.

Jeanny Leung
Exec"live Di, VCIoi'

Yours jailhl'ulIy,
For and on behalf of

Altus Capital Limited

Mr Chang Semi Pe), ("Mr. Chang") is a Respoiisible Officer of Anus Capitol Li7, lifed
I^^e, ised 10 cam, o11 Type 4 todi, is 1718 o11 sec"rill^s), 1177e 6 (adj, ismg o11 coino, 'ale 1171n, ice)
"rid Type 9 (ussei 111,111(18e, ,Ie, in reg!, I'lled ticiii, ifies IIJide, ' Ihe SFO cmd pel',, lined 10
unde, 'inke tvo, .k (is ,I spunso, : He is <1130 ci Resp0,131ble Off!tel. of All!is In I, esi, ,, e, lis Li, lined
lice, ised to cal'ry o11 T}, pe I (death, g i, I seci, ,'illes) 128"Idled aciii, IIJ, 1111dei' 1/1e SFO.
Mr C/10/18 lids ove, 20 .\'eo, 's of expel'Ie, ice ill bn, Iki, 18, co, porale 11/10/1ce ridvis0, }, o11d
illves!, lieiii 11/01/08e, ,Ie, it. in parric!1101; lie nos pal'Iicipoied ill spoilsorship wo, 'A' 101' illitio!
public offei'i, 18s o11d c!cied OS flita, ICio! (!dvisei' o1' illdepe, Ide, 11 filialICinl advise, ' ill I'm'jolts
Co, polare 1171niice adj, is o1'y 11n, ISOCiioiis.

Chang Sean Pey
Exec!111ve Diitcio, .


