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MAGNUM INTERNATIONAL HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

SUSPENSION OF 

THE PHILIPPINES STOCK BROKERAGE OPERATION

Magnum International Securities, Inc (``MISI'') is a wholly-owned subsidiary of Magnum International Holdings Limited (``the Company'') and it has been engaging as a stockbroker in the Philippines since 1996.

In view of the unfavourable business conditions in the stock market of the Philippines, MISI has sought approval from the Philippines Stock Exchange, Inc. (``Philippines-SE'') for a suspension of operation effective from 30 November 2001.  The board of directors considered that the suspension of operation of MISI for an indefinite period is purely a commercial decision for the benefit of the Group and it will not cause any adverse effect on the Group's business operation, financial position and future growth. Further announcement will be made by the Company as and when appropriate. Shareholders of the Company and the public are advised to exercise caution when dealing in the shares of the Company.

Reason for the Suspension

After the Asia financial crisis in 1997, the stock market of the Philippines is seriously affected and the trading volume reduced significantly. The situation is worsen after the terrorist attacks in the United States of America.  The operations and revenue of MISI are seriously affected and the business performance turned from worse to worst.  In view of the unfavorable business performance as well as the unfavorable business prospects for the remaining part of 2001 and the year 2002, the board of directors of the Company decided to suspend commercial operation of MISI for an indefinite period.

Financial Impact

With the suspension of operation of MISI, the board of directors estimated that the Group would require to make a provision on the investment of MISI in the amount of approximately HK$2.8 million (equivalent to Peso 17.8 million under HSBC's exchange rate of HK$1 to Peso 6.4 as at 30 September 2001). Such provision include provisions for clients receivables, the writing down of assets to their net realisable value, the provision for the retrenchment benefits to the staffs and the compensations to business partners for termination of service contracts. The Group does not write off the investment of MISI as most of the assets realised in MISI in the form of cash will be transferred to Hong Kong to finance its operation in Hong Kong.

Future Business Strategy

The principal activity of the Company is investment holding and its major subsidiaries have been engaging in securities dealing, margin finance and brokerage.

The Group will continue to focus their strength and resources on the Hong Kong stock securities brokering and margin financing business.

General

The board of directors estimated that the suspension of operation of MISI will not create any cash flow problem to the Group. The board of directors also considered that, after the suspension, the Group would continue to have a sufficient level of operations and have tangible assets of sufficient value to warrant the continued listing of the Company's securities in accordance with paragraph 38 of the Listing Agreement.

Principal activity of MISI is securities dealing and brokerage and margin financing. 

For the financial year ended 31 December 2000, the audited net losses of MISI after taxation was HK$12,125,094 which represented approximately 69.0% of the audited consolidated net losses after taxation of the Group of HK$17,684,641. As at 31 December 2000, the audited net tangible assets of MISI were HK$13,637,245 which represented approximately 63.6% of the audited net tangible assets of the Group of HK$21,453,826.

For the six months ended 30 June 2001, the unaudited net losses of MISI after taxation was HK$76,708 which represented approximately 0.7% of the unaudited consolidated net losses after taxation of the Group of HK$10,853,353. As at 30 June 2001, the unaudited net tangible assets of MISI were HK$12,223,789 as compared to the unaudited net tangible assets of the Group of HK$10,026,674. The unaudited net tangible assets of MISI mainly comprised of HK$31,518,330 cash and bank deposits, HK$3,740,840 clients receivables and HK$26,394,949 amount due to intermediate holding companies which will be realised and transferred to Hong Kong to finance the operation of the Group in Hong Kong.

The board of directors considered that the suspension of operation of MISI for an indefinite period is purely a commercial decision for the benefit of the Group. The board of directors believed that the suspension will not cause any adverse effect on the business operation, financial position and future growth of the Group. With the additional resources (which is cash from realisation of the assets of MISI) concentrated on the securities brokering and financial business of the Group in Hong Kong, the Company's strength in this competitive economy will be further enhanced.

The board of directors will disclose the details of the suspension of operation of MISI in the Company's forthcoming annual report. In addition, the board of directors will make further announcement on the development of the suspension as and when appropriate.

Shareholders of the Company and the public are advised to exercise caution when dealing in the shares of the Company.


By order of the Board


Lim Teong Leong


Chairman

3 December 2001
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