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MAGNUM INTERNATIONAL HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

Interim Results for the six months ended 30th June, 2001

Interim Results

The Directors of Magnum International Holdings Limited (the ``Company'') announce the unaudited consolidated results of the Company and its subsidiaries (the ``Group'') for the six months ended 30th June, 2001 together with the comparative figures as follows:

Condensed consolidated profit and loss Account

For the six months ended 30th June, 2001



For the six months ended 30th June,



2001
2000



(Unaudited)
(Unaudited)


Notes
HK$
HK$






Turnover
2
7,461,703
24,614,155






Other revenue

1,682,775
749,601

Unrealised holding gain/(loss) on short term investments

(2,928,000)
910,300

Administrative expenses

(7,315,494)
(10,606,634)

Other operating expenses

(2,972,770)
(8,596,373)

Provision against doubtful debts

(2,550,479)
(5,388,342)

Profit/(loss) from operating activities
4
(6,622,265)
1,682,707

Finance costs
5
(4,231,088)
(5,682,192)

Loss before tax

(10,853,353)
(3,999,485)

Tax
6
---
(335,810)

NET LOSS FROM ORDINARY ACTIVITIES ATTRIBUTABLE TO SHAREHOLDERS

(10,853,353)
(4,335,295)

Loss per share




Basic
7
(1.76 cents)
(0.70 cents)






Diluted

N/A
N/A






Dividend per share
8
Nil
Nil

Notes:

1.
Accounting Policies

The condensed consolidated financial statements have been prepared in accordance with Statement of Standard Accounting Practice No. 25, ``Interim Financial Reporting'', issued by the Hong Kong Society of Accountants (``SSAP 25'') except that no comparative figures have been presented for the condensed consolidated statement of recognized gains and losses and the condensed consolidated cash flow statement, being the first condensed consolidated cash flow statement included in the interim report relating to accounting period ended on or after 1st July, 2000. Such departures from SSAP 25 are permitted under the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

The accounting policies used are the same as those used in the annual financial statements for the year ended 31st December, 2000.

2.
Turnover and segment information

The Group's principal activities have not changed during the period and consisted of securities dealing and the provision of margin finance and consumer finance.

An analysis of the Group's turnover and contribution to loss before tax by principal activity and geographical area of operation for the period ended 30th June, 2001 is as follows:


Turnover
Contribution/(loss)


For the six months ended 30th June,


2001
2000
2001
2000


(Unaudited)
(Unaudited)
(Unaudited)
(Unaudited)


HK$
HK$
HK$
HK$







By activity:





Securities dealing and margin finance
6,914,032
23,946,265
(8,444,573)
(4,796,330)

Consumer finance
547,671
667,890
(2,408,780)
796,845








7,461,703
24,614,155
(10,853,353)
(3,999,485)







By geographical area:





Hong Kong
6,958,213
21,129,526
(10,776,645)
(35,327)

Philippines
503,490
3,484,629
(76,708)
(3,964,158)








7,461,703
24,614,155
(10,853,353)
(3,999,485)

3.
Related party transactions

The Group had the following transactions with related parties during the period:


For the six months ended


30th June,


2001
2000


(Unaudited)
(Unaudited)


HK$
HK$





Interest expenses charged by a fellow subsidiary
40,423
61,252

Interest expenses charged by immediate holding company
1,848,830
1,155,000

Interest expenses charged by an intermediate holding company
1,438,397
1,342,989






3,327,650
2,559,241

4.
Profit/(loss) from operating activities


For the six months ended


30th June,


2001
2000


(Unaudited)
(Unaudited)


HK$
HK$





This is arrived at after charging:







Loss on disposal of short term investments
112,500
---

Depreciation
846,200
1,103,265

Amortisation of intangible assets
252,955
57,035





and after crediting:







Interest income
3,659,085
6,277,318

Dividend income from listed investments
210,183
1,136

Gross rental income
880,399
1,126,650

Less: outgoings
(41,650)
(14,315)

Net rental income
838,749
1,112,335

5.
Finance Costs


For the six months ended


30th June,


2001
2000


(Unaudited)
(Unaudited)


HK$
HK$





Interest expenses on:







Bank loans and overdrafts wholly repayable within five years
903,438
3,122,951

Amounts due to related parties
3,327,650
2,559,241






4,231,088
5,682,192

6.
Tax

No provision for Hong Kong profits tax has been made as the Group had no assessable profits arising in or derived from Hong Kong during the period (2000: Nil). Taxes on profits assessable elsewhere have been calculated at the rate of tax prevailing in the countries in which the Group operates, based on existing legislation, interpretations and practices in respect thereof.


For the six months ended


30th June,


2001
2000


(Unaudited)
(Unaudited)


HK$
HK$





Current period provision:



Elsewhere outside Hong Kong
---
335,810

Tax charge for the period
---
335,810

7.
Loss per share

The calculation of basic loss per share is based on the net loss attributable to shareholders for the period of HK$10,853,353 (2000: HK$4,335,295) and on the 615,024,175 shares (2000: 615,024,175 shares) in issue throughout the periods.

The diluted loss per share for the periods ended 30th June, 2001 and 2000 have not been shown as the share options outstanding during these periods had an anti-dilutive effect on the basic loss per share.

8.
Interim Dividend

As at 30th June, 2001, the Company did not have any reserves available for cash/in specie dividend distribution.

BUSINESS REVIEW

For the six months ended 30th June, 2001, the Group recorded a turnover of HK$7.5 million and a loss before tax of HK$10.9 million. The turnover of the Group decreased by HK$17.1 million as compared to that of the six months ended 2000. Since the Group's major business is securities dealing and margin financing, such significant reduction in turnover was in line with the decrease in the overall market transaction volume of the Hong Kong stock market and the continuous declined of the Hang Seng Index in the period under review. The loss before tax for the six months ended 30th June, 2001 increased from HK$4.0 million in 2000 to HK$10.9 million in 2001. The loss before tax in current period includes provision for unrealized losses for investments, provision for doubtful debts  and financial cost on borrowings.

FUTURE PROSPECTS

In view of the incident on 11th September, 2001 in the United States of America, the Board anticipates that there will be further weakness in the Hong Kong Stock Market due to the possible sell down of securities. This would in turn adversely affect the performance of the Group for the second half of the year 2001.

In the longer term we believed that the financial market will stabilise and the Board is optimistic that  better results would be attainable once the market return to normal.

MANAGEMENT DISCUSSION AND ANALYSIS

Comment on segment information

During the period under review, the turnover of the securities brokering business accounted for over 90% of the turnover of the Group.

Geographically, turnover generated by businesses in Hong Kong accounted for more than 90% of the turnover of the Group.

Liquidity and capital structure 

The total borrowing of the Group as at 30th June, 2001 amounted to HK$98.7 million of which HK$87.9 million were inter-company advances from Magnum Group of companies in Malaysia. The bank borrowings as at 30th June, 2001 amounted to HK$10.8 million, a significant reduction when compared to HK$36.3 million as at 31st December, 2000. The cash and cash equivalents as at 30th June, 2001 were held in Hong Kong dollars, United States dollars and Philippines pesos and all bank borrowings were in Hong Kong dollars.

Fixed assets, investment properties and bank deposits with carrying values of HK$4.7 million, HK$29.3 million and HK$5 million respectively were charged to banks to secure the bank borrowings.

The main funding of the Group is inter-company advances. The interest rates are charged at rates lower than the interest rates charged by the banks of the Group.

Gearing ratio is calculated by dividing the long-term debts by the amount of equity. The gearing ratio as at 30th June, 2001 was approximately 6.4.

Significant investment held 

The most significant investment held by the Group as at 30th June, 2001 was 755,000 shares of the Hong Kong Exchanges and Clearing Limited (``HKEC''). The investment has recorded unrealized loss due to the poor performance of the share price of HKEC which was in line with the Hong Kong stock market.

Acquisition and disposal

During the period under review, there was no acquisition or disposal of any subsidiaries or associates.

Exposure to fluctuations in exchange rates

Since the Group's main business is securities brokering in Hong Kong, its exposure to fluctuations in exchange rates and currencies is minimal.

Remuneration of employees

As at 30th June, 2001, the Group had approximately 54 full time employees who were based in Hong Kong and the Philippines. The Group is continually recruiting new sale and marketing staff. The remuneration of employees is reviewed annually. Staff benefits include medical scheme, provident fund, share option scheme and discretionary bonus based on performance.

Apart from the 30,980,000 and 1,440,000 share options granted to directors and employees at the exercise price of HK$0.37 and HK$0.21 respectively in prior year, 6,000,000 share options were granted during the period to a director at an exercise price of HK$0.10. No share option was exercised during the period under review.

Purchase, redemption and sale of the company's listed securities

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company's listed securities during the period under review.

Independent review report

The Company's auditors have been instructed by the directors to review the interim financial report. The independent review report will be reproduced in full in the interim report which will be dispatched to the members within 3 months from 30th June, 2001.

Code of best practice

The non-executive directors of the Company are not appointed for specific terms, but are subject to retirement by rotation and re-election at the annual general meeting of the Company in accordance with the Company's Bye-laws.

An independent non-executive director retired at the last annual general meeting but did not offer himself for re-election. The Company is currently looking for a replacement. The Company has only one independent non-executive director as at 30th June, 2001 and therefore an audit committee could not be formed during the period since 29th May, 2001.

Apart from the foregoing, none of the directors of the Company is aware of information which would reasonably indicate that the Company is not, or was not for any part of the six months ended 30th June, 2001, in compliance with the Code of Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (``the Listing Rules'').

Publication of interim result

All the information as required by paragraph 46(1) to 46(6) of Appendix 16 of the Listing Rules will be published on the website of The Stock Exchange of Hong Kong Limited in due course.

By order of the Board

Lim Teong Leong

Chairman

Hong Kong, 18th September, 2001
Please also refer to the published version of this announcement in the (Hong Kong iMail)
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