HALCYON CAPITAL LIMITED

“« FIERE FIEN LN PR AR IR

& L % g . g % | % é% Rm 3401, 34/F, Hopewell Centre, 183 Queen's Road East,
| | - :

&wfffg%gf’ﬂ%y ! S %‘; . Wanchai, Hong Kong
FERRW% D WL T BEALLR 183 B &M 30 4 3401 %

2 January 2026
To: the Independent Board Committee
Dear Sirs or Madams,

VOLUNTARY UNCONDITIONAL GENERAL CASH OFFER BY GUOTAI JUNAN
SECURITIES (HONG KONG) LIMITED AND CMBC SECURITIES
COMPANY LIMITED ON BEHALF OF EMPIRE CHARM LIMITED TO ACQUIRE
ALL OF THE ISSUED SHARES OF HENGDELI HOLDINGS LIMITED
(OTHER THAN THOSE ALREADY BENEFICIALLY OWNED BY
EMPIRE CHARM LIMITED AND MS. FUNG)

I.  INTRODUCTION

We refer to our appointment as the independent financial adviser to advise the Independent
Board Committee, in relation to the Offer, details of which are contained in the Composite
Document dated 2 January 2026 (the “Composite Document™), of which this letter forms parl.
Unless the context otherwise requires, capitalized terms used in this letter shall have the same
meaning as those defined in the Composite Document,

On 28 November 2025, the Offeror and the Company jointly announced (the “Joint
Announcement”} that Guotai Junan Securities and CMBC Securities Company Limited, on behalf
of the Offeror will make a voluntary general cash offer to acquire all the issued shares of the
Company (other than those already beneficially owned by the Offeror and Ms. Fung) at the Offer
Price of HK$0.14 per Offer Share.

As at the Latest Practicable Date, the Company has 4,404,018,959 Shares in issue, of which
2,289,871,035 Shares will be subject to the Offer, and there is no treasury share in issue. In addition,
as al the Latest Practicable Date, the Company has no other shares, options, warrants, derivatives or
other securities that are convertible or exchangeable into Shares or other types of equity interests.

Page 1



In accordance with Rules 2.1 and 2.8 of the Takeovers Code, the Independent Board
Committee, comprising all of the independent non-executive Directors, namely Mr. Cai Jianmin.
Mr. Liu Xueling and Ms. Qian Weiging, has been established to make recommendation to the Offer
Shareholders as to whether the Offer is fair and reasonable and as to acceptance of the Offer, Since
Mr. Shi Zhongyang, a non-executive Direcior. is an employee of Swatch Group and the Swatch
Group (Hong Kong) Limited is a presumed concert party of the Offeror, Mr. Shi Zhongyang is
therefore not considered independent for the purpose of giving advice or recommendations to the
Shareholders. We have been appointed as the Independent Financial Adviser by the Company with
the approval of the Independent Board Committee to advise the Independent Board Commitiee
in respect of the Offer and im particular as to whether the Offer is Fair and reasonable, and as 10
approval and acceptance of the Offer.

In the past two years, saved as our appointment as the independent financial adviser in respect
of the partial offer to acquire a maximum of 660,602,843 shares in the Company (including to
discuss with the Directors in relation to the disclosure of material change of the financial and rading
position of the Group in the Composite Document as required under Rule 10.11 of the Takeovers
Code and report on certain profit forecast figures pursuant to Rule 10.9 ot the Takeovers Code),
details of which were set out in the composite document of the Company dated 4 July 2024 and
the current appointment as the Independent Financial Adviser in respect of the Offer (including to
discuss with the Directors in relation to the disclosure of material change of the financial and trading
position of the Group in the Composite Document as required under Rule 10.11 of the Takeovers
Code), we are not associated with the Company, the Offeror or any party acting, or presumed
to be acting, in concert with any of them and, accordingly, considered ourselves eligible to give
independent advice on the Offer. Apart from normal professional fees paid or payable to us in
connection with the appointment as the Independent Financial Adviser of the Offer, no arrangement
exists whereby we will receive any fees or benefits from the Company, the Offeror or any party
acting, or presumed Lo be acting, in concert with any of them. We are therefore independent under
Rule 13.84 of the Listing Rules and under Rule 2.6 of the Takeover Code to act as the Independent
Financial Adviser to the Independent Board Commitiee in connection with the Offer.



1I. BASIS OF OUR OPINION

In formulating our opinion, we have relied on the information, financial information and facts
supplied to us and representations expressed by the Directors and/or the management of the Group
and have assumed that all such information, financial information and facts and any representations
made to us or referred o in the Joint Announcement, and the Composite Document, for which
they are fully responsible, are true, accurate and complete as at the time they were made and as
at the date hereof and made after due and careful inguiry by the Directors and/or management of
the Group. We have been advised by the Directors and/or the management of the Group that all
relevant information has been supplied to us and that no material facts have been omitted from the
information supplied and representations expressed to us. We have also relied on certain information
available to the public and have assumed such information to be accurate and reliable. We have
no reason lo doubt the completeness, truth or accuracy of the information and facts provided and
we are nol aware of any facts or circumstances which would render such information provided
and representations made to us untrue, inaccurate or misfeading. Should there be any subsequent
material changes in such information during the Offer Period, the Company will inform the Offer
Shareholders as soon as practicable in accordance with Rule 9.1 of the Takeovers Code. The Offer
Shareholders shall also be informed as soon as practicable when there are any material changes to
the information contained or referred to in this letter and our opinion after the Latest Practicable
Daie and tlwoughout the Offer Period.

Our review and analyses were based upon, among others, the information provided by the
Company and certain published information from the public domain including. the annual reports
of the Company for the three years ended 31 December 2022 {the “2022 Annual Report™), 2023
(the “2023 Annual Report™), and 2024 (the 2024 Annual Report”) and the interim report of
the Company for the six months ended 30 June 2025 (the “2025 Interim Report”) and other
information as set out in the Composite Document and considered that we have reviewed sufficient
information to reach an informed view and to provide a reasonable basis for our opinion. We have
not, however, conducted any independent verification of the information nor have we conducted
any form of in-depth investigation into the businesses. affairs, borrowing and financial position or
prospects of the Group, the Offeror, Mr. Cheung, Ms. Fung, Guotai Junan Capital, Guotai Junan
Securities, CMBC Securities, CMBC International Capital, the Swaich Group and each of their
respective associates and parties acting in concert with them.

In relation to the Offer, we have not considered the tax unplications nor the stamp duty on the
Offer Sharcholders on the acceptance or non-acceptance of the Offer since tax implication depend
on individual circumstances. In particular, the Shareholders who are overseas residents or subject
to overseas taxation or Hong Kong taxation on securities dealings should consider their own tax
position and, if in any doubt should consult their own professional advisers. For further details on
stamp duty, please refer to Appendix I of the Composite Document.



III. TERMS AND CONDITIONS OF THE OFFER

Set out below are the summary of terms and conditions of the Offer, for details please refer
1o the “lelter from Guotai Junan Capital and CMBC Secwrities” as contained in the Composite
Document.

Guotai Junan Securities and CMBC Securities will, for and on behalf of the Offeror and in
compliance with the Takeovers Code, make a voluntary unconditional general cash offer to acquire
all the Offer Shares on the following terms:

Foreach Offer Share . .. ... ... . i i HK$0.14 in eash
The Offer is unconditional.

All the Offer Shares to be acquired under the Offer shall be (i) fully-paid; (ii) free from
mortgage, charge, pledge, lien, equities, encumbrances or other third party rights and interests of any
nature; and (iii) together with all rights attached to the Shares including all rights to any dividends
and other distributions herealter declared, paid or made in respect thereof as at the Closing Date or
subsequently becoming attached to them, including the right to receive or retain all dividends and
other distributions, if any, the record date of which falls on or after the Closing Date.

As at the Latest Practicable Date, the Company has no declared but unpaid dividends,
distributions and/or other return of capital. The Company confirms that as at the Latest Practicable
Date, it does not have any intention o make, declare or pay any further dividends or make other
distributions, the record date of which falls (i) on or after the Latest Practicable Date, and (ii)
on or before the close or lapse of the Offer, If, after the Latest Practicable Date, any dividend or
distribution is declared in respect of the Offer Shares, the Offeror reserves the right to reduce the
Offer Price by an amount equal to the gross amount of such dividend or distribution declared, made
or paid in respect of each Offer Share, in which case any reference in the Joint Announcement, the
Composite Document or any other announcement or document to the Offer Price will be deemed to
be a reference to the Offer Price as so reduced. Any such reduction will only apply to those Offer
Shares in respect of which the Offeror will not be entitled to the relevant dividend, distribution and/
or return of capital.



IV. VALUE OF THE OFFER

Comparison of value

The Offer Price of HK$0.14 per Offer Share represents:

(i)

(i1)

{iii)

(iv)

(v)

{vi)

a premium of approximately 0.72% over the closing price of HK$0.139 per Share as
quoted on the Stock Exchange on the Latest Practicable Date;

a premium of approximately 12.00% over the closing price of HK$Q.125 per Share as
quoted on the Stock Exchange on the Last Trading Day;

a premium of approximately 14.75% over the average closing price of HK$0.122 per
Share as quoted on the Stock Exchange for the five (5) trading days up to and including
the Last Trading BDay:

a premium of approximately 17.61% over the average closing price of HK$0.119
per Share as quoted on the Stock Exchange for the thirty (30) trading days up to and
including the Last Trading Day;

a discount of approximately 82.21% to the Company’s audited consolidated net asset
value attributable to Shareholders per Share of approximately RMBO0.73 (equivalent
to approximately HK$0.79) as at 31 December 2024, calculated based on (i) the
Company’s audited consolidated net assets attributable to Shareholders of approximately
RMB3.209,574.000 as at 31 December 2024 {ii) 4,404,018,959 Shares in issue as at 3]
December 2024; and (iif) the exchange rate of RMBI.0: HK$1.0799, being the central
parity rate of RMB to HK$ as announced by the People’s Bank of China on 31 December
2024 for illustrative purpose only; and

a discount of approximately 82.07% to the Company’s unaudited consolidated net asset
value attributable to Shareholders per Share of approximately RMBO.71 (equivalent to
approximately HK$0.78) as at 30 June 2025, calculated based on (i} the Company’s
unaudited consolidated net assets attributable to Shareholders of approximately
RMB3,135,163,000 as at 30 June 2025; (ii) 4,404,018,959 Shares in issue as at 30 June
2025; and (iii) the exchange rate of RMB1.0: HK$1.0966. being the central parity rate
of RMB to HK$ as announced by the People’s Bank of China on 30 June 2025 for
illustrative purposes only; and



(vii} a discount of approximately 83.07% to the Company's unaudited consolidated net
asset value attributable to the Shareholders as adjusted by the valuation report set out
in Appendix 1T to this Composite Document of approximately RMB0.75 (equivalent
to approximately HK$0.83 per Share as at 30 June 2025, calculated based on the
adjusted unaudited consolidated net asset value attributable to the Shareholders of
RMB3.321.511.000 (the exchange rate of RMB1.0: HK$1.0966, being the central parity
rate of RMB to HK$ as announced by the People’s Bank of China on 30 June 2025
for illustrative purposes) as at 30 June 2025 and 4.404.018,959 Shares in issue as at
the Latest Practicable Date. The above-mentioned adjustment is due to revaluation of
properties as a result of the valuation report set out in Appendix IIl o this Composite
Document, the detatled calculation of which is set out in Appendix II to this Composite
Document. Such revaluation has not been realised as at the Latest Practicable Date.
Shareholders and potential investors in the securities of the Company should consider the
above factors in assessing their votingf/investment decisions.

Highest and lowest Share prices

The highest and lowest closing prices of each Share as quoted on the Stock Exchange during
the Relevant Period were HKS$0.140 on 15, 16 and 29 December 2025 and HK$0.097 on 2 June
2025, respectively.

Total consideration of the Offer

The Company has a total of 4,404,018,959 Shares in issue, of which 2,289,871,035 Shares will
be subject to the Offer, and there is no treasury share in issue. Assuming (i) that there is no change
in the number of issued Shares between the Latest Practicable Date and the Closing Date: and (i)
full acceptance of the Offer, based on the Offer Price of HK$(.14 per Offer Share. the total cash
consideration payable by the Offeror under the Offer would be approximately HK$320,581.945.

V. INFORMATION ON THE OFFEROR

The Offeror is a company incorporated in the British Virgin Islands with limited liability on
27 July 2022 and is principally engaged in investment holding. As at the Latest Practicable Date.
Mr. Cheung, the chairman of the Board, an executive Director and the chief executive officer of the
Company. is the sole shareholder and sole director of the Offeror.

Mr. Cheung joined the Group in 2012, and held positions in the high-end consuming
accessories business department and senior management of the Company with extensive
management experience in the high-end consuming accessories business. Mr. Cheung is the son of
Mr, Zhang Yuping. former chalrman and former executive Director of the Company.



V1. PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our recommendations in respect of the Offer. we have considered the following
principal factors and reasons:

1. Background information of the Group

The Company is a company incorporated in the Cayman Islands with limited liability and i1s
Shares are listed on the Main Board of the Stock Exchange. The Group is primarily focused on
(i) the manufacturing of high-end consuming accessories, the building up of high-end consuming
service platforms; and (i) international commodity trading and its related supply chain services
principally in the PRC and Hong Kong. Each segment accounted for approximately 65.9% and
34.1% of the Group's total revenue in the year ended 31 December 2024 and 78.9% and 21.1%,
respectively, during the six menths ended 30 June 2025. The Group has also, via investment in its
asscciated companies, tapped into global bulk shipping industry.

Witly regards to the segment for high-end consuming accessories services, the Group
manufactures high-end consuming accessories, mainly covering the accessories and packaging
products Tor watches, jewelry and cosmetics and also commercial space design. production and
decoration.

The Group is also engaged in the international commeodity trading business. As disclosed in the
2025 Interim Report, the international commodity trading business mainly covers the importation of
iron ore, thermal coal and coking coal to Mainland China and pursuant to the 2024 Annual Report
and 2023 Annual Report, the international commodity trading business comprised of the trading of

iron ore and coal.
2. Prospects of the Group’s businesses
(i) The high-end consuming accessories business

According to the 2024 Annual Report, during the year ended 31 December 2024, the economy
in China was under heavy pressure, and the Group’s high-end consuming accessories was affected
10 a certain extent. The Group took varicus methods to cope with the environment, including
stability-rooted. pursuing development through innovation. actively improving gross profit margin
and reducing expenses. The Group will focus on expanding the development in manufacturing of
high-end consuming accessories and engage in deeper cooperation with brands and international
counterparts in various ways. The Group will continue to enhance the service standard of its
integrated services for commercial space in Mainland China and international markets. The Group
will also fully embark on a limited number of diversified business activities Lo capitalize on the
potential of the manufacturing of high-end consuming accessories in other high-end lifestyle
products such as jewelry, cosmetics and mobile phones, and o expand its commercial space
beautification services to include living space beautification services, striving to become an
indispensable independent segment in the global industry ecological chain of high-end consumption.
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According to data published by the National Bureau of Statistics of the PRC. the consunier
price index (“CPI”) in 2024 rose 0.2 percent compared to the previous year, while the CPI in
October 2025 rose 0.2 percent year on year, The National Bureau of Statistics also published the
data for Total Retail Sales of Consumer Goods (excluding vehicles) for the ten months ended 31
October 2025 which amounted to RMB37,216.0 billion, representing an increase of 3.7% compared
1o the amount recorded in corresponding period in 2024 of RMB35,903.9 billion.

As the major products of the Group's high-end consuming accessories business comprised
mainly of watch accessories and providing high-end consuming service platform for watch retail
shops in Hong Kong and PRC, the growth in export of Swiss watches to Hong Kong and PRC
would be related to the growth of the Group’s high-end consuming accessories business.

Set out below is the percentage of Swiss watch export 1o PRC including (Heng Kong) between
2020 up to 2024 with data extracted from the World distribution of Swiss watch exporis report
published in November 2025:

Swiss watch export percentage to China (including Hong Kong)

30%

140
25% 24%

23%

20%

15% e 150
10%
3Gt

0%
2020 2021

]
(=}
(e}
13
12
&
2
s
.
o
et
=

Source: Federation of the Swiss Watch Industry FH

Referring to the chart above, China (including Hong Kong)'s share of Swiss walch recorded a
decrease from 2020 to 2022 from 24% in 2020 to 18% in 2022. Swiss watch export percentage 10
China (including Hong Kong) only picked up in 2023 but recorded a decrease again in 2024,



(iiy International commodity trading

Set out below is a summary of the demand in the PRC of the two major commodities traded
by the Group in 2024

China Import Amount of Tron Ore and its Concentrate 2020-2024 (in RMB)
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As illustrated above., import of iron ore and concentrate decreased in 2022 and has started to
pick up in 2023 and remained at a comparable level in 2024.

Monthly Trend of China’s Coal Imports (in million tons)
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With reference to the chart above, there was an increase in amount of coal imports in
November 2024 compared to October 2024, However, the amount of coal imports recorded a
decreasing trend until February 2025, Although it picked up slightly in March 2025, there was a
slowdown in the amount of imports until June 2025, From July 2025 onwards, a short period of
pick up was recorded untit September 2025, but dropped slightly again in October 2025.

In view of the market data above, with regards to the high-end consumer accessories segment.
although there are signs of slight recovery in the consumer market in the PRC, the decrease
in imports of Swiss watches indicates that the consumer sentiment, still faces pressure and
uncertainties. With regards to the international commodity trading segment. (i) the demand for the
iron ores for 2024 have remained comparable to 2023, but is yet (o see a strong recovery in demand;
(i) the demand for imported coal in 2025 has generally slowed down, indicating that in the short
term, the prospects of commodity trading market may be subject to weakened demand.

3. Reasons for and benefits of the Offer and intention of the Offeror
Reasons for the Offer

The Offer represents a continuation of Mr. Cheung's commitment to the long-term
development and success of the Company. By increasing his shareholding, Mr. Cheung seeks to
reinforce his role in guiding the strategic direction of the Company and to further align his interests
with those of other Shareholders. The Offer also reflects the ongoing support and continued
confidence of his family in the Company.

Benelits to the Company and the Offeror

In recent vears. the global environment remained complex and volatile, with uncertainties
such as increasing trade barriers, intensifying trade frictions and continuing geopolitical conflicts
weighing on the momentum of global economic growth. Under these pressures, the PRC’s economic
growth slowed down but maintained stable amidst multiple domestic and external challenges. Stll,
the country's economy remained resilient as it carried on with steady and sound development.

During the period, faced with the impact of the operating environment and other factors, the
development of the Company's high-end consuming accessories business continued to be under
pressure. Due to uncertainties in the international market and slowing domestic economic growth,
the high-end consuming accessories business recorded a year-on-year decrease in terms of both
sales performance and profit,
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As a result, the Company has been facing complex and volatile economic environment. The
downward pressure has been reflected in the Company’s trading price for recent two years and
recent financial performance. Upon completion of the Offer, the Company is expected to opimise
its shareholding structure and financial positioning. The Offeror, while fully cognizant of the
ongoing short to mid-term risks and uncertainties faced by the Company. remains optimistic about
the Company’s long-term prospecis. The Offer enables the Offeror to provide stronger support Lo
the Company by taking a leading role in driving the Group's development, with the ultimate goal
of formulating the long-term business strategy and delivering enhanced long-term value to the
Shareholders.

Benefits to the Offer Shareholders

The Offer Shareholders will be given an opportunily to realise all or part of their investment
al a premium to the recent trading price of the Shares. As the Offeror proposes o retain the listing
status of the Company on the Stock Exchange. the Offer also provides flexibility for the Offer
Shareholders to retain part of their shareholding interest in the Company if they so wish in order
{o participate in the future growth of the Company going forward, and to benefit from the future
growth and development of the Group.

Intention of the Offeror and maintain the listing of the Company

The Offeror intends to continue with the Group's existing principal business following the
completion of the Offer. In particular, the Offeror has no intention to (i} introduce any major
changes (o the existing business and operation of the Group: (i) discontinue the employment of any
employees of the Group; or (iii) dispose of or re-deploy the fixed assets of the Company, in each
case other than those in the ordinary and usual course of business of the Group. As at the Latest
Practicable Date, the Offeror has no intention to nominate any new directors to the Board.

The Offeror will continuously review the business of the Group. and the Offeror reserves the
right to make any changes that it deems necessary or appropriate to the business and operations of
the Group to optimise the value of the Group and in the interests of all Shareholders.

The Offeror intends to maintain the listing status of the Company after the close of the Offer
and does not intend to exercise any rights to compulsorily acquire all the Shares.

According to the Listing Rules, the Stock Exchange has stated that if, at the close of the Offer,
less than the minimum prescribed percentage applicable to the Company., being 25% of the issued
Shares. are held by the public, or if the Stock Exchange believes that (i} a false market exists or may
exist in the trading of the Shares: or (ii) there are insufficient Shares in public hands to maintain an
orderly market, it will consider exercising its discretion 10 suspend dealings in the Shares. The sole
director of the Offeror has undertaken to the Stock Exchange to take appropriate steps if required to
ensure that sufficient public float exists in the Shares as a result of the Offer.
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4. Analysis of the financial information of the Group
(i) Financial information of the Group

The Group is primarily focused on (i) the manufacturing of high-end consuming accessories,
the building up of high-end consuming service platforms: and (ii) international commodity trading
and its related supply chain services principaily in the PRC and Hong Kong.

The following table summarises the consolidated financial results of the Group for the years
ended 31 December 2022 ("FY20227), 2023 (“FY2023™), 2024 (“FY2024™), which are extracted
from the 2023 Annual Report and 2024 Annual Report and for the six months ended 30 June 2024
(“1H20247) and 2025( 1H2025") which are extracted from the 2025 Interim Report:

For the Forthe For the year For the year Tor the year
six months  six months ended 31 cnded 31 ended 31
ended 30 ended 30 December  December  December
June 2025 June 2024 2024 2023 2022

(unaudited)  (unaudited) (audited) {audited) {audited)
(RMB'00D)  (RMB'000) (RMB'000) (RMB 000) (RMB'000)

{note)
Revenue 314314 580.361 1,043,555 1 421454 1.039,286
- High-end Consuming

Accessories 248,095 352,339 688,104 710.708 630,330

- Commodity Trading 66,219 228,022 355,451 710,746 408,956
Cost of sales (249.803) {484.998) (894,797  (1.206.189) (915.693)

Gross profit 64,511 95,363 148,758 215.265 [23.593

Other revenue 32,385 33.322 66,384 47,299 32,033
Other net gain/(toss) 54,219 {23,686} (26.427) (6,394) {71,691
Distribution costs {27.5313) {32.093) (64,472} (61,100) (35.481)
Administrative expenses (91,829 (88,126) (189,362) (172.803) {133,323)
Profit/(loss) from operations 31,773 (17,220) (63,319} 22,265 {104.86%)

Share of profits of associates {2,363} 26,514 23,169 16,358 76,457
Finance costs (1.506) (2,719 (4,559) (5,385) (3.288)
Profit/(loss) before taxation 27,404 6,573 46,709y 33,238 (31,700
Income tax credit/(expense) {1375 {6,076 (8,763) 1,953 (2,970}
Profit/{loss) for the period/year 26,033 499 {55.472) 33,191 {34,670

Nofe: The figures set out above are the restated results of the continuing operations as set out in the 2022 Annual
Report after the Group ceased its watch operations in FY2022.
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For the six months ended 30 June 2025 vs 30 June 2024

The Group recorded revenue of RMB314.3 million for 1H2025, representing a
period-on-period decrease of 45.8% compared to a revenue of RMB580.4 million for 1H2024. The
decrease was brought on by the drop in revenue from both segments (i.e (i) high end consuming
accessories; and (i) the commodity trading). The revenue of the high-end consuming accessories
business amounted to RMB248.1 million for 1H2025 compared to RMB352.3 million generated in
1H2024 representing a period-on-period decrease of 29.6% due to uncertainties in the international
market, slowdown in domestic economic growth, impact of the operating environment and other
factors leading to a drop in sales; and the revenue of the commodity trading business amounted 1o
RMBG66.2 million in 1H2025 compared to RMB228.0 million recorded in 1H2024. representing a
period-on-period decrease of 71.0% as a result of the complex and volatile international economic
environment and high fluctuation in mineral sand prices which affected customers’ purchase
intention.

For 1H2025, the Group recorded a gross profit amounted to approximately RMB64.5 million
compared to RMB95.4 million in 1H2024, representing a period-on-period decrease of 32.4%.
The gross profit margin was approximately 20.5% during 1H2025 representing a period-on-period
increase of 4.1 percentage points from compared to the gross profit margin of 16.4% in 1H2024.
The decrease in gross profit and increase in gross profit margin were mainly to factors such as lower
cost of sales of high-end consuming accessories and changes in commodity portfolio.

Furthermore, the Group recorded other net gain in [H2025 of RMB354.2 million compared
1o other net loss of RMB25.7 million in 1H2024 due to a net foreign exchange gain in 1H2025 of
RMB45.4 million compared to a net foreign exchange loss of RMB?26.3 million and a fair value
gain on financial assets held for trading of RMBS.9 million in 1H2025 compared to RMB0.6
million in 1H2024,

As a result of the above, the Group recorded a profit of RMB26.0 million for 1H2025
compared to a profit of RMBO.5 million for TH2024.

For the year ended 31 December 2024 vs 31 December 2023

The Group recorded revenue of RMB1.043.6 million for FY2024, representing a year-on-year
decrease of 26.6% compared to a revenue of RMBI1.421.5 million for FY2023. The decrcase was
mainly driven by the drop in revenue from (i) the high-end consuming accessories business with
revenue amounied to RMB68S.1 million for FY2024 compared to RMB710.7 million generated
in FY2023 representing a year-on-year decrease of 3.2% resulting from economic pressure in the
PRC leading a drop in consumer demand; and (ii) the commodity trading business with revenue
amounted to RMB355.5 million in FY2024 compared 1o RMB710.7 million recorded in FY2023,
representing a year-on-year decrease of 50.0% due to unpredictable international economic
environment coupled with the implementation of policy restricting crude steel production in some
cities in China and volatile market prices of commaodities.
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For FY2024. the Group recorded a gross profit of approximately RMB148.8 million compared
1o RMB215.3 million in FY2023, representing a year-on-year decrease of 30.9%. The gross profit
margin was approximately 14.3% during FY2024 representing a year-on-year decrease of 0.8
percentage point compared to the gross profit margin of 15.1% in FY2023. The decrease in gross
profit and gross profit margin was mainly to the fluctuations in commeodity trading prices and a

decrease in sales transactions.

As a result of the above, the Group recorded a loss of RMB55.5 million for FY2024 compared
to a profit of RMB35.2 million for FY2023.

For the year ended 31 December 2023 vs 31 December 2022

The Group recorded revenue of RMB1,421.5 million for FY2023, representing a year-on-year
increase of 36.8% compared to a revenue of the continuing operations of RMB1,039.3 million
for FY2022. The increase was mainly driven by the growth in revenue contributed from both (i)
the revenue of the high-end consuming accessorics business amounting to RMB710.8 million for
FY2023 compared to RMBG630.3 million generated in FY2022 representing a year-on-yeay increase
of 12.8% brought on by the implementation of various measures by the Group such as continuously
diversifying business models, and enhancing informational and automatic management in response
to the difficult operating environment under the backdrop of the economic resurgence in the PRC:
and (i) the commodity trading business amounted to RMB710.7 million in FY2023 compared to
RMB409.0 million recorded in FY2022, representing a year-on-year increase of 73.8% led by the
rise in mineral sand price and the Company’s active adaption to market dynamics, flexible and
precise delivery in response to the chailenges in the operating envivonment.

For EY2023, the Group recorded a gross profit amounted to approximately RMB215.3
million compared to RMB123.6 million of the continuing operations in FY2022, representing a
year-on-year increase of 74.2%. The gross profit margin was approximately 15.1% during FY2023
representing a year-on-year increase of 3.2 percentage point compared to the gross profit margin of
11.9% in FY2022. The increase in gross profit and gross profit margin was mainly attributable to
the fluctuations in commodity trading prices.

As a resull of the above. the Group recorded a profit of RMB35.2 miilion for FY2023
compared to a loss of RMB34.7 million for FY 2022 for the continuing operations.
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(if) Financial position of the Group

A summary of the financial position of the Group as at 30 June 2025 as extracted from the
2025 Interim Repost and as at 31 December 2024, and 31 December 2023, as extracted {rom the
2024 Annual Repori is set out below:

As at 30 As at 31 As at 31
June 2025  December 2024  December 2023
(unaudited) (audited) (audited)
{RMB’ 000} {(RMB'000) (RMB’000)
Investment properties 255,466 259,110 266,398
Property, plant and equipment 528,798 538,212 551,137
Infangible assets 5,678 5,245 2,727
Goodwill 52,730 53,728 52,611
Interests in associates 155,343 161,164 137,386
Other investments 374,554 402,240 368,582
Prepayment and deposits 8.708 7.894 46,707
Deferred tax assets 843 1,125 3,259
Total non-current asscts 1,382,120 1,428,718 1,428,807
Inventories 141,496 175432 258,115
Trade and other receivables 531,731 616,205 538,072
Loans to associaies 34077 34,719 33,789
Other investments 20,546 12.181 10,654
Current 1ax recoverable 29 251 469
Deposits witly banks 100,876 329,600 318437
Cash and cash equivalents 1,195,507 937.036 990,813
Total current assets 2,024,202 2,105,424 2,170,351
Trade and other payables and
contract Habilities 129,718 168,777 226,920
Bank loans 36,054 45.953 76,653
Lease liabilities 10,180 9,188 8,313
Current taxafion 166 3,006 2,846
Total current liabilities 176,118 226,924 314,732
Bank loans 12,812 12,050 17,483
Iease liabilities 12.620 15,664 21,309
Total non-current liabilities 25,432 27,714 38,792
Net assets 3,204,832 3,279,504 3,245,634
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As at 30 June 2025

The total assets of the Group amounted to approximately RMB3,406.4 million as at 30
June 2025. The non-current assets of the Group comprise mainly (i) investment properties of
approximately RMB255.5 million; (ii) property. plant and equipment of approximately RMB528.8
mitlion: and (i) other imvestment amounting to approximately RMB374.6 million. The current
assets of the Company comprised mainly (i) inventories of approximately RMB141.5 million; (i)
trade and other receivables of approximately RMB531.7 million; and (iii) cash and cash equivalents
and deposits with banks of approximately RMB 1,296.4 million.

The total liabilities of the Group amounted to approximately RMB201.6 million as al 30
June 2025 mainly comprising (i) trade and other payables and contract liabilities amounting to
RMB129.7 miilion; (ii} bank loans of RMB48.9 million; and (iii) lease liabilities of RMB22.38
million.

As at 31 December 2024

The total assets of the Group amounted lo approximately RMB3.534.1 million as at 31
December 2024. The non-current assets of the Group comprise mainly (i) investment properties of
approximately RMB259.1 million; (ii} property. plant and equipment of approximately RMB538.2
miltion: and (iii) other investment amounting to approximately RMB402.2 million. The curren
assets of the Company comprised mainly (i} inventories of approximately RMB175.4 million: (ii)
trade and other receivables of approximately RMB616.2 million: and (iii) cash and cash equivalents
and deposits with banks of approximately RMB1,266.6 mitlion.

The total liabilities of the Group amounted to approximately RMB254.6 million as at 31
December 2024 mainly comprising (i) trade and other payables and contract liabilities amounting
(o RMBi16%.8 million: (i) bank loans of RMB58.0 million; and (iii} lease liabilities of RMB24.9

million.
As at 31 December 2023

The total assets of the Group amounted to approximately RMB3,599.2 million as at 31
December 2023. The non-current assets of the Group comprise mainly (i) investment properties of
approximately RMB266.4 million and property. plant and equipment of approximately RMB3551.1
million: and (i) other investment amounting to approximately RMB368.6 million. The current
assets of the Company comprised mainly (i) inventories of approximately RMB258.1 million: (if)
trade and other receivables of approximately RMB558.1 million: and (iii) cash and cash equivalents
and deposits with banks of approximately RMB1,309.3 million.
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The total liabilities of the Group amounted to approximately RMB353.5 million as at 31
December 2023 mainly comprising (i) trade and other payables and contract liabilities amounting
to RMB226.9 million; {ii) bank loans of RMB94.1 miilion; and (iii) lease liabilities of RMB29.6
million.

Despite the fact that the Group recorded a profit for 1H2025 and FY2023 and FY2021, the
Group’s performance has been fluctuating in the last five years with three out of the last five years
being loss making in which it remains uncertain as lo when the Group's profitability will become
stabilised; and since then has yet to declare any dividend.

(iii} Property valuation of the Group and the adjusted net assets value

The Group had carried out property valuation on the market values as at 30 September 2025
of the properties held by the Group located in Hong Kong, Taiwan and the PRC (the “Properties”).
The valuation on the Properties as at 30 September 2025 was conducted by the Valuer, using
various valuation approaches for different property types, for further details of the valuation report
please refer to Appendix III to the Circular (the “Valuation Report™).

Expertise and independence of the Valuer

To assess the expertise and independence of the Valuer, we have (i) reviewed the engagement
leteer of the Valuer; and (ii) discussed with members of the valuation team engaged in the valuation
of the Properties to understand their experience and relationship with the Company as well as the
valuation methodology adopted.

Based on our discussion with the Valuer and from public domain, the Valuer is member of
Kroll global network with a team of over 6,500 professionals worldwide with nearly 100-year
history and has over 40 years presence in Asia pacific.

The valuation team engaged by the Group was led by Ms. Elaine H. L. Ng, who is a
Registered Professional Surveyor (General Practice), a member of Hong Kong Institute of Surveyors
and a member of Royal Institute of Chartered Surveyors. has over 17 years’ post qualification
experience in valuation of properties in Hong Kong, the PRC and Asia. Team members include (but
not limited to) (i) Mr. Robert Hu, who is a member of China Institute of Real Estate Appraisers
and Agents (CIREA) and Certified Public Valuer in China (CPV), Vice President of Kroll and has
over 30 years’ valuation experience in real estate in the PRC: (i) Ms. Kathy Li, who is a member
of American Society of Appraisers, also a Vice President of Kroll and has over 30 vears’ valuation
experience in real estate in the PRC.
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The Valuer has confirmed that it is an independent third party of the Company. the Offeror
or any party acting, or presumed lo be acting. in concert with any of them. Furthermore, the
Valuer confirmed to us that apart from normal professional fees payable to it in conpection with
its engagement for the issuance of the Valuation Report and other valuation engagements from
time-to-time, no arrangements exist whereby it will receive any fee or benefit from the Group, the
Offeror or any party acting, or presumed to be acting. in concert with any of then.

Based on our discussion with the Valuer and our review of their scope of work, we are not
aware of any matters that could cause us to have doubts on the expertise and independence of the
Valuer,

The Valuation

In assessing the fairness and reasonableness of the valuation of the Properties. we have
reviewed the Valuation Repoit, the basis and assumptions made, and the methodology adopted by
the Valuer in preparing the Valuation. Details of the assumptions are set out in the Valuation Report
as contained in Appendix 111 to the Compesite Document.

The Properties comprise 17 properties located in Hong Kong, Taiwan and in the PRC owned
by the Group, with permitted use comprising of Industrial, Office Unit, Residential, Office, Shop
and Car Parking Spaces. Pursuant to the Valuation Report, different valuation methodologies have
been adopted for different usage types of the properties. For commercial, residential properties and
tand parcels, the Valuer has adopted the market approach to determine their market values. while
the Valuer adopted cost approach to determine the market value of the industrial properties.

(a) For commercial. residential propertics and Jand parcels

In the valuation of the properties in its existing state, market approach was adopted.
Comparables were selected with characteristics comparable to each of the subject property, such as
location, size and permitted use.

The market approach is commonly used for real estate when comparable transactions and
prices are available in the market. The market approach studies similar properties that have recently
sold or are offered for sale in the current market (“Comparable Properties”) and compare such
Comparable Properties with the propeity being appraised, with adjustments made for differences
such as among other things. transaction status, location, age, type, size and uses.

We have reviewed the respective Comparable Propetties adopted for valuing commercial.
residential properties and land parcels and understand that the selected comparables (if’ available)
were within the same district of the subject property, if not in a proximate district where the subject
property is located. Adjustments to the unit rates of those comparable have been made to reflect the
difference in transaction including but not limited to, transaction status, location, age, type, size and
uses.
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As advised by the Valuer, all of the above adjustments applied were in conformity to the
market practice. We noted that the adjustments applied in the Valuation were generally in line with
the aforesaid bases and rationale.

¢b) Industrial properties

In the valuation of the industrial properties in its existing state, cost approach was adopted,
which comprised of (i) determination of land value by the direct comparison method: (ii) building
value which took into account reproduction or replacement costs of the improvements are estimated
as if the improvements were new; and (iii} adjustment for all elements of accrued depreciation
including physical depreciation, functional and/or economic/external obsolescence.

We understand that all industrial properties of the Group are located in the PRC. We have
discussed with the Valuer and understood that unlike other standard factory units, there are
apparently no market sale or lease transactions of real properties of similar type of production
facilities in the region of PRC which the Group’s industrial properties were located in. Real
properties of such type are usually bought together with other assets of the business. Hence, it
is difficult, if not impossible. 1o find market comparables for meaningful analysis. Furthermore,
industrial premises of similar type are largely purpose-built. and are not disposed of on a piecemeal
hasis. Therefore, it was not considered appropriaie lo adopt market or income approaches for
industrial properties in the course of valuation.

Valuation criteria

Land value To determine the land value, the Valuer has made
reference to various recent sales prices of industrial land
parcels within the vicinity.

The land sales comparable are selected as they have
characteristics comparable to the subject property, such as
focation, size and permitted use.

We have reviewed the respective land sales comparable
adopted and understand that the selected comparables were
within the same district of the subject property, if not in a
proximate district where the subject property is located.
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Building value-reproduction
or replacentent costs of the

improvements

For the buildings of the property, the Valuer has made
reference to the prevailing construction costs in the
vicinily lo derive the replacement cost. The Valuer has
made reference to the market cost comparables disclosed
in the commonly used market cost data platfornm, which is
known as “Glodon Construction Cost Data Platform [ 1
PR AN REE” with the following link:

https:/www.gldzb.com//home

From our research from public domain, Glodon
Construction Cost Data Platform is a data base which
could provide subscriber with costing data construction
of various properties including residential, office, hotel,
commercial, industrial for 30 provinces (including
autonomous regions and nunicipalities) in the PRC. It is
a domain set up by Glodon Company Limited, an A-Share
listed company with 8 major R&D centers and over 80
subsidiaries worldwide, with a sales and service network
spanning over 100 countries and regions, serving 390,000
corporate clients with professional products and services. It
was accredited as a Key Software Enterprise Accreditation
within National Programming Layout® (%<3 g T3
ffii B At 22 ) and awarded the AAA rating of Credit of
Software and Information Service Companies® (8 1 ¥
AURTS (205 MAAARD

We have discussed with the Valuer and understand that
Glodon Construction Cost Data Platform is a reputable
and widely used reference data platform for valuation
purposes.

We have reviewed the relevant cost data provided by the
Valuer and noted that the construction costs adopted in the
Valuation were in-line with the cost data as noted {rom
“Glodon Construction Cost Data Platform B2 24K 0L
A2

T




Adjustment for depreciation After the determination of replacement cost, the Valuer
made further adjustment on depreciation of the buildings.

We noted from the depreciation adjustment calculation
of the Valuer that the adjustment took into account the
term of the land use right and the number of years which
the subject property have been in use, which reflects the
depreciation of the buildings for its available useful life.

Given the unigue nature of industrial properties. we concuy with the Valuer that applying cost
approach while taking into consideration various recent sales prices of industrial land parcels in
valuing the land of which the industrial properties are situated on to be appropriate.

fc) Tax implications

As confirmed by the Group, as af the Valuation Date, the Group has no intention 1o sell the
Properties and therefore the valuation did not take into account any tax implications.

Taking into consideration the above, we consider we have performed work as required under
note {1 (d) to Rule 13.80 of the Listing Rules in relation to the Valuer and its work in arriving at the
Valuation. We have enquired (i) the terms of engagement of the Valuer {inclading its independence)
with the Company: (ii) the qualification and experience of the Valuer in relation to the valuation
of similar property interests in Hong Kong, Taiwan and in the PRC;: and (iii) the work carried out
by the Valuer in conducting the Valuation. From the relevant information provided by the Valuer
and based on our interview with them, we are satisfied with the terms of engagement of the Valuer
and noted that the scope of work is appropriate for arriving at the opinion in the Valuation and the
Valuer has confirmed to us that there is no Hmitation on the scope of work. We are aiso satisfied
with their qualifications and experience for the preparation of the Valuation Report.
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The adjusted unaudited net assets value

By taking into account the effect of fair value changes arising from the valuation of all the
Properties of the Group as at 30 September 2025 (as contained in the Valuation Report) set out in
Appendix 111 to this Composite Document). set out below is the calculation of the adjusted net asset
value of the Group:

RMB 000 (except
for the Adjusted
NAV per Share)

Unaudited
Unaudited consolidated net asset value of the Group attributable to 3,135,163
Shareholders as at 30 June 2025 (Note [}

Adjustments:

— Fair value changes on the property interests of the Group as al 186,348
30 September 2025 atwributable to Shareholders based on the
Valuation Report (Note 2)

Adjusted net assel value 3,321,511

Adjusted net asset value per Share attributable to Shareholders as ~ RMBO0.75 (equivalent to

at 30 June 2025 (the “Adjusted NAV per Share”) (Note 3) approximately HK$0.83)

Notes:

t The amount is extracted from the unaudited consolidated statement of financial position of the Group as at 30
June 2025,

2. The tair value change represenss the excess of market value of the property interests as at 30 September
2025 aver their corresponding carrying amount as at 30 June 2025 less the amount attributable to minority
shareholders of the Group, as illustrated below!

Caleulation of fair value gain:

RMB 000

Fair value of property interests of the Group s at 30 September 2425
(as set out in Appendix HI to this Composite Document) §56.600
Less: Careying value of the relevant property imtercsts as at 30 June 2025 (658,441
Fair value gain 108,159
Among which attributable to the Shareholders 186,348
3 The Adjusted NAV per Share is arvived at on the basis of 4,404,018,959 Shares in issue as at the Latest

Practicable Date. The exchange rate of RMBLL: HK$1.0966 being the central parity rate of RMIB 10 HKS as
snnounced by the People's Bank of China on 30 June 2025 is adopted for Mustrative purposes only.
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5. Analysis of market price of the Shares
(a) Historical price performance compared to the Offer Price of HK$0,14 per Offer Share

The chart below illustrates the daily closing price of the Shares as quoted on the Stock
Exchange for the period from 28 November 2024 to the Latest Practicable Date, being the
period of approximately 12 months prior to the Joint Announcement and up to and inciuding the
Latest Practicable Date (the “Review Period”). We consider that the Review Period represents a
reasonable period of time within which the prevailing market price of the Shares can be illustrated.

FIRS
s
1113 ssuedp T T e R A A e
IR
iz
il

it}

i

fe

R - S A R M= A = & o= R i |

S - CT e o TR o B S —_— I
L S e S [ - o o =
F e T s S S A T [ - = RN
= E v T omomoworoxoT s owmos ¥ E = o
I Y T ) SR VR V) S T SR A R S Y R VSO S P T T S
{‘:V;a“q‘!!‘:w“érl(‘if‘l(‘if’ira/'if}f“‘—*}"'\f'if'!f ER [ B A T B ol B ol S S S R
LA SR o Bk BV UL S S S el ol il o S o oo
R T T T B R A YRR R A f & R N T N ]

eansees Oler prave RS o 11 f0 b2 e price Prve 1R

Source: Website of the Stock Exchange.

As illustrated above, the Offer Price was trading above or at par to the closing prices of
the Shares during the majority time of the Review Period, which comprised of 264 trading days,
saved for 1 trading day out of the 264 trading days of which Shares were trading at HK$0.145
per Share and decrease thereafter. We have enquired with the management of the Group and were
advised that, the Directors were not aware of any specific reasons which may have an impact of ihe
fluctuations of Share prices during the above-mentioned trading day.

During the Review Period, the Shares have been trading between the price range of HK$0.091
per Share to HK$0.145 per Share with an average trading price of approximately HK$0.119 per
Share. The Offer Price represents a discount of approximately 3.4% to the highest closing price of
the Shares of HK$0.145 per Share and premium of approximately 53.8% and 17.6% over the lowest
closing price of HK$0.091 per Share and the average closing price of HK$0.119 per Shares during
the Review Period. respectively.

Al the start of the Review Period (i.e. 28 November 2024) to 3} December 2024, the Share
prices traded between HK$0.120 1o HKS$0.145. On 6 December 2024, the Group announced the
resignation of Mr. Zhang Yuping as a Director of the Company. On the next trading day, the Share
price closed at HK$0.129 compared to HKS$0.123 on 6 December 2024 and recorded an increasing



trend, reaching a peak during the Review Period of HK$0.145 per Share on 17 December 2024
The Share price dropped back to HK$0.127 on 18 December 2024 and traded between HK$0.125 to
HK$0.130 until 31 December 2024.

The Share prices traded at a comparable price at a range of HK$0.122 to HK$0.132 unul 20
February 2025, but began to record a decreasing trend, and closed at HIK$0.099 on 6 March 2025.
On 7 March 2025, the Group announced a profit warning announcement for the year ended 31
December 2024, indicating that a loss attributable to its equity shareholders of not less that RMB65
million may be recorded. compared to a profit attributable to its equity shareholders recorded in
the previous financial year. The Share prices traded between HK$0.096 1o HK$0.115 until the
publication of the annual results of the financial year ended 31 December 2024 on 20 March 2025,
and recorded a decreasing trend, reaching its lowest point at HK$0.091 per Share on i3 May 2025.

Share prices continue to trade in the range of HK$0.094 to HK$0.107 between 14 May 2025
and 26 June 2025, and rose to HK$0.128 on 27 June 2025 but dropped back to HK$0.115 on 30
June 2025. On 2 July 2025, the Company issued a voluntary announcement regarding the share
transfer of Mr. Zhang's shares to Ms. Fung on 23 and 24 June 2025 and we note that the Share
prices closed at HK$0.113 the next day. Share prices begin to pick up and were traded in the range
of HKS0.114 to HK$0.130 from 4 July 2025 until 24 July 2025.

Between 25 July 2025 to 30 September 2025, (i) on 25 July 2025, the Company announced
the receipt of a requisition to remove Mr. Huang Yonghua (“Mr. Huang™) as a Director: (ii) on 8
August 2025, the Company issued a positive profit alert for the six months ended 30 June 2025,
indicating an expected profit attributable to its equity Shareholders of RMB26.3 million compared
to a loss attributable to its equity Shareholders in the previous corresponding financial period; (iii)
on 18 August 2025, the Company announced the removal of Mr. Huang as a Director; and (iv) on
20 August 2025, the Company issued its interim results for the six months ended 30 June 2025.
Share prices did not have a strong reaction towards the abovementioned announcements and traded
at a range of HK$0.125 to HK$0.1335 per Share.

The Share prices began to record a slight decreasing trend thereafter and dropped to HK$0.116
on 14 October 2025 and continued to trade between HK$0.116 to HK$0.126 until the Last Trading
Day (i.e. 25 November 2025) The Share price closed at HK$0.125 on the Last Trading Day prior
the trading halt requested by the Company with effective from 26 November 2025 pending to the
release of the Joint Announcement.

The price of the Shares closed at HK50.13% on | December 2025, which was the first trading
day immediately following the publication of the Joint Announcement. Since then, the closing
price of the Shares remained relatively stable in the range of HK$0.139 to HK$0.14 and closed at
HKS$0.139 as at the Latest Practicable Date.

During the period after the publication of the Joint Announcement up to and including the

Latest Practicable Date (the “Post-Announcement Period”), the Offer Price of HK$0.14 per Share
represents (i) a premium of approximately 0.72% over the lowest closing price of HKS$0.139 per

Y



Share; (iiy at par to the highest closing price of HK$0.14 per Share during the Post-Announcement
Period: and (iii) a premium of approximately 0.72% over the closing price of HK3$0.139 per Share
as at the Latest Practicable Date.

We noted that the Offer Price represented a discount of approximately 82.21%82.07% and
83.07% 1o the audited consolidated net asset value atributable to the Shareholders of approximately
HK$0.79 per Share as at 31 December 2024, approximately HK$0.78 per Share as at 30 June
2025 and to the Adjusted NAV per Share of approximately HKS$0.83 per Share. Nevertheless, we
also note that the Shares had been trading at a substantial discount to the consolidated net assets
attributable 1o owners of the Company per Share throughout the Review Period (referring to
analysis below).

(b} Coemparison of price earning ratio (“PE Ratio”) of the Offer Price against historical PE
Ratio

Generally in assessing the Offer Price, we considered the historical PE Ratio subsequent to the
publication of consolidated financial performance of the Group during the Review Period against
the implied PE Ratio of the Offer Price. Since the Group recorded a loss for the year ended 31
December 2024, price earning ratio would not be applicable for assessing the Offer Price,

(¢c) Comparison of Offer Price against NAV per Share and Adjusted NAYV per Share
The Offer Price represents:

(i) a discount of approximately 82.21% to the Company’s audited consolidated net asset
value attributable o Shareholders per Share of approximately RMB0.73 (equivalent
to approximately HK$0.79) as at 31 December 2024, calculated based on (i) the
Company's audited consolidated net assets attributable to Shareholders of approximately
RMB2.209,574,000 as at 31 December 2024; (i) 4,404,018.959 Shares in issue as at 31
December 2024; and (iii) the exchange rate of RMBI1.0: HK$1.0799, being the central
parity rate of RMB to HK$ as announced by the Peaple’s Bank of China on 31 December
2024 for ilfustrative purpose only:

(i} a discount of approximately 82.07% to the Company’s unaudited consolidated net asset
value attributable to Shareholders per Share of approximately RMB0.71 (equivalent to
approximately HK$0.78) as at 30 June 2025, calculated based on (i) the Company’s
unaudited consolidated net assets attributabie to Sharcholders of approximately
RMB3,135,163,000 as at 30 June 2025; (ii) 4.404.018,959 Shares in issue as at 30 June
2025: and (iii) the exchange rate of RMB1.0: HK$1.0966, being the central parity rate
of RMB to HK$ as announced by the People’s Bank of China on 30 June 2025 for
illustrative purposes only: and

(iii) a discount of approximaiely 83.07% to the Adjusted NAV per Share;
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In assessing the Offer Price against the NAV per Share, we have also considered the historical

trading price against the NAV per share and cash and cash equivalent and bank deposit of the Group

per Share ("Cash per Share”) subsequent to the publication of consolidated financial position

during the Review Period as set out below:

NAY
aftributable
Financial Year/ 1o owners of
period end the Company
RMB UM
Asat 30 June 2025 103063
(Pubdished en 20
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Source: Stock exchange website and annual/interim report of the Company

Notes ;

s

The NAV per share is calculated by dividing the audited/unaudiied consolidated NAV attributable 1o owners
of the Company as at the respective year/period end date as extracted from the respective annual/interim
results aanouncement published by the Company over the number of issued shares as at the respective year/
period end date.

For illustrative purpose, we have adopted the exchange rates below as at the respective yeas/period end date:

30 June 2025: RMBI.0: HK$1.0966
31 December 2024: RMB1.0: HK$1.0799
30 June 2024: RMBL.0: HK$1.0957

The Cash per share is caleulated by dividing cash and cash equivalent and bank deposit of the Growp s al
the respective year/period end date as extracted from the respective annoalfinterim results announcesnent
published by the Company over the number of issued shares as at the respective year/period ead date.

For illustrative purpose, we have adopted the exchange rates below as at respective year/period end date:

30 Sune 2025: RMBI1.0: HK$1.0906
31 December 2024: RMBIL.O: HK$1.0799
30 June 2024: RMB1.0: HK$1.0957

Representing the range of the ¢losing Share price during the period from the trading day following the
publication by the Company of its audited annual results or unaudited interim results (as the case may be)/
commencement of the Review Period to the wading day on which the subsequent unaudited interim resulis or
audited annual results (as the case may be) were published/up to the Latest Practicable Date.
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4. Representing the average closing Share price during the period from the wading day following the publication
by the Company of its audited annual results or unaudited interim results (as the case may be)commencement
of the Review Period to the trading day on which the subsequest unaudited interim reselts or audited annual
results (as the case may be) were published/up 1o the Latest Practicable Dute.

5. Represeating the discount of the average closing Share price te the NAV per Share as at the respective year/
periott end date and subject to rounding.

6. Representing the discount of the average closing Share price to the Cash per Share as at the respective year/
pericd end date and subject to rounding.

7. Being the commencement day of the Review Pertod (i.e one year prior to the Last Trading Day).

We noted that the Offer Price of HK$0.14 represents a discount of 82.21% to the NAV per
Share as at 31 December 2024 of HK$0.79 and a discount of 82.07% to the NAV per Share as at 30
June 2025 of HK$0.78 as at 30 June 2025 and a discount of 83.07% to the Adjusted NAV per Share
of HK$0.83.

Taking into account a longer-term view, the Company’s Share price has been trading at a
substantial discount to net asset value between 82% 1o 83% by considering the net asset values of
the Group since 31 December 2022 and the then average trading price at the corresponding period.

Considering the fact that the Shares have been (rading not at a price level close to (i} the
NAYV per share and with average trading prices recorded a discount between 83% and 86% towards
the NAV per share during the Review Period and 8§2% to 83% between 31 December 2022 to 31
December 2023; nor (ii) the Cash per share with average trading prices recorded a discount between
59% and 65% towards the Cash per share during the Review Period, it is implied that the market
may not value the Shares solely with reference to the NAV per share or the Cash per Share and
trading price of the Shares may not have a direct correlation to the change in NAV or cash and bank
deposit of the Group.



(d) Trading volume

We have also reviewed the trading liquidity of the Shares during the Review Period. The table

below sets out the trading volume of the Shares on the Stock Exchange during the Review Period:

Number of

frading days
in the
relevant
month/period
2024
28 November to 30
November 2
December 20
2023
January {9
February 20
March 21
Apri 19
May 20
June 21
July 2
Angust 21
September 22
October 20
November 17
1 December to the Latest
Practicable Date 20
Average
Maximuom
Mininim

Total trading
volume for
the month/

period
(note {)

0
3071375

1,454,386
20,100,632
82,496,012
23,368,006

170,095,202
28,671,688
33,800,198
41,156,152
17,686,144
13,340,014

£.968.800

137,073,458

Average daily
volume for the
month/period

(note 2)

76,547
1,005,332
3,928,382
1,229,895
8.504.760
1365318
1,536,373
1,959.817

503.916
767.001
321576

6,853,673

Percentage of
average daily
trading volume
to the issued
Shares as at
the end of each
monih/period

(nole 3)

0.00%
0.61%

0.00%
0.02%
0.09%
0.03%
0.19%
0.03%
0.03%
0.04%
0.02%
0.02%
0.01%

0.16%

0.05%

0.19%
0,00%

Percentige
of average
daily trading
volume to the
total number
of Shares held
by public
Shareholders
as at fhe
Latest
Practicable
Date

{noic 4)

0.00%
0.02%

0.00%
0.00%
0.23%
0.07%
0.51%
0.08%
0.09%
0.12%
0.05%
0.05%
0.03%

G.41%

0.12%

0.51%

0.00%



Source: Website of the Stock Exchange
Notes:

1. Totat trading volume is expressed in terms of number of Shares being traded.

_[wJ

Average daily wrading volume is caleulited by dividing the total trading volume for the month/period by the
number of trading days during the month/period.

3. Bused on the number of Shares outstanding as at the end of cach month/period or at the Latest Practicable
Date {as applicable).

4, Bascd on 1.682,623,615 Sharcs held by public Sharchoiders (which have excluded the Shares held by the
Offeror and the parties acting in concert with it and the Directors) as at the Latest Practicable Date.

From 1 December 2025, we note from the above table that the average daily trading volume
ranged from approximately 76,547 Shares to 8,504,760 Shares, representing approximately 0.00%
to 0.19% of the total number of Shares in issue as at the end of the respective month/period or as at
the Latest Practicable Date (as applicable), and approximately 0.00% to 0.51% of the total number
of Shares held by public Shareholders (which have excluded the Shares held by the Offeror and the
parties acting in concert with it and the Directors) as at the Latest Practicable Date. We noted that
the trading volume during March 2025 and May 2025 was exceptionally high, which as disclosed
in the Stock Exchange’s official website. We have enquired with the management of the Group
regarding the relatively high trading volume of the Shares comparing to that of the rest of the other
months during the Review Period and we were advised that that the Company is not aware of any
particular reason that led to the higher trading volume of the Shares. The trading volume during
December 2025 was also higher compared to the other months during the Review Period after the
publication of the Joint Announcement.

Taking into accourt the fact that the average daily trading volume of the Shares during the
Review Period was approximately 0.05% of the total issued Shares and approximately 0.12% of the
Free Float Shares, we are of the view that the trading volume of Shares are considered as low, and
in normal circumstances, if the Offer Shareholders are to dispose of a large number of Shares in the
market, it may exert downward pressure on the market price of Shares.

fe} Comparison against comparable companies

In order to assess the fairness and reasonableness of the Offer Price, we generally consider
referencing to price-to-earnings multiple (“PE Ratio”) and price-to-book multiple (“PB Ratio™)
of comparable companies. Since the Group recorded a loss for FY2024, PE Ratio would not be

applicable.

The Offer Price represents a PB Ratio of approximately 0.18 times calculated based on
the unaudited consolidated net assets value of approximately HK$3,438.0 million (equivalent to
approximately RMB3.135.2 million based on the exchange rate of RMB1.0: HK$1.0966, being the
central parity rate of RMB to HK$ as announced by the People’s Bank of China on 30 June 2025
for ilustrative purpose only} as at 30 June 2025,

e 3



Considering (i) the 2024 Annual Report for FY2024, the revenue generated from the high end
consumer accessories business and commodity trading business were approximately RMB68S.1
million and RMB335.5 million which accounted for approximately 65.99% and 34.1% of the total
revenue of the Group, respectively: and (ii) the Group market capitalization on prior to the date of
the Announcement (i.e. 28 November 2025) of approximately HK$550 million, we have sought to
identify comparable companies engaged in high-end consuming accessories business based on the
criteria that the company is:

(1) listed on the Main Board of the Stock Exchange;
(il) has a market capitalisation between HK$100 million and HK$1 billion: and

(ili) are principally engaged in walch accessories business which derived more than 50% of
their revenue from such principal business based on their latest published annual reports
available as at the date immediately before the Last Trading Day.

From our research, we were only able to identify one Hong Kong listed company, (the
“Comparable Company”) with over 50% of its revenue derived from walch accessories business
during its latest financial year, which is exhaustive based on the search results {from Bloomberg.
Considering the fact that only one Comparable Company was identified, we are of the view that
adopting the analysis using comparison of PB ratios of comparable companies would not be
representative or meaningful for assessing the Offer Price.

6. Dividend per Share

No dividend was paid or proposed by the Company since 2019, hence analysis regarding
dividends per Share were inapplicable.

Given the Group has been loss making in FY2024 and only recently recorded a profit in the
first half’ of 2023, the Group's profitability has also been fluctuating in the past five years, with
three years out of the past five years being loss making, hence as at the Latest Practicable Date, and
the Company confirms that as at the Latest Practicable Date, it does not have any intention to make,
declare or pay any further dividends or make other distributions, the record date of which falls (i)
on or after the Latest Practicable Date and (ii) on or before the close or lapse of the Offer.



VIL. DISCUSSION AND ANALYSIS

In forming our opinion and recommendation below, we have taken into account the factors

set out under the section headed “VI. Principal factors and reasons considered” above, none of

which can be considered in isolation. We would like to draw the attention in particular to the points

summarised below:

(i)

(i1)

(iii)

(iv)

Considering that (i) the high-end consumer accessories segment, afthough shown
recovery in the consumer market in the PRC, consumer sentiment, still faces pressure
and uncertainties; and (11} for the commodity trading segment, the demand for the
iron ores and imported coal is yet to see a strong recovery indicating that in the shorl
term, the prospects of commodity trading markel may be subject to weakened demand,
Furthermore, the Group’s performance has heen fluctuating in the last five years with
three out of the last five years being loss making in which it remains uncertain as to when

the Group’s profitability will become stabilized;

the Offer Price represents premium over the closing price of the Shares during the Last
Trading Day; the last five trading days up to and including the Last Trading Day: and
the thirty trading days up to and including the Last Trading Day between 12.0% to
17.61%. nevertheless the Offer Price represents a discount of 82.07% to the unaudited
consolidated net asset value attributable to the Shareholders as at 30 June 2025 and a
discount of 83.1% to the adjusted NAV per Share;

as discussed above, the Shares have been trading not at a price level close to the NAV
per Share during the Review Period and in fact recording a discount of around 83% to the
NAYV per share for the past published financial results, implying that the market may not
value the Shares solely or directly with reference to the NAV per Share and trading price
of the Shares may not have a direct correlation to the change in NAV, nonetheless, the
rading volume with regards to such trading price performance of the Shares remained
thin during the Review Period;

the Offer Price was above the closing prices of the Shares during the majority time of
the Review Period (saved for lour trading days within the Review Period), the historical
trading volumes of the Shares were low during the Review Period, with a range of
average daily trading volume of the Shares as compared to the Shares held by the public
from approximately 0.00% 10 approximately 0.51% and it is uncertain as to whether there
would be sufficient liquidity in the Shares for the Offer Shareholders (especially those
with relatively sizeable shareholdings) to dispose of a large volume of Shares in the open
market at a lixed cash price within a short period of time without exerting downward
pressure on the Shares price should Offer Shareholders with sizeable investment in the
Company considering immediate exit; and
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(v) despite approximately 40.5% of the Group’s net asset value comprised of liquid assets
such as Cash per Share of RMB(.29 per Share (equivalent to approximately HK$0.32
per Share) as at 30 June 2025, Offer Shareholders are reminded that the Group has not
declared dividend in the past {ive years and has been loss making in FY2024 (the [ast
full financial year) as well as three years out of the past five financial years, with such
foss making position and fluctuating financial performance as at the Latest Practicable
Date, the Company has no intention to declare dividend as at the Latest Practicable Date.
Furthermore as explained above, unpredictable international economic environment,
coupled with the implementation of the policy restricting crude steel production in some
cities in China, has weakened the demand for iron ore and the market prices of products
such as ore sand and coal were volatile, as such the Group had decreased its engagement
in international trading operation (which international trading require liquidity to
support), nevertheless the Group has been maintaining sufficient liquidity for future
increase in trading volume once the market settles.

Offer Shareholders should also note that the declaration of dividend will depend on
among other things, the financial position or finanecial performance of the Group and
at the sole discretion of the Company, which may or may not occur, whereas the Offer
provided the Offer Shareholders who wish to realize their investment {with sizeable
shareholding) an exit opportunity which the thin trading volume may not supporl.
However, the Group had a Cash per Share of HK$0.32 per Share as at 30 June 2025, thus
in any event, should the Company declare dividend in the future of more than the Offer
Price, return to Offer Shareholders from dividend distribution may exceed accepting the
Offer.

VIII. RECOMMENDATION

The Offer Shareholders are strangly advised that the decision 1o realise or to continue to
hold the Shares is subject to individual circumstances and investment objectives of the Offer
Shareholders.

Having considered the above-mentioned principal factors and reasons set out in this
letter, noting a slight premium of the Offer Price to the recent trading price of the Shares and
with regards to the recent outlook and financial performance and position of the Company. we
consider that the Offer provides an immediate exit opportunity for Offer Shareholders who wish
io realise their investments in the Company, in particular for Offer Shareholders with substantial
shareholdings. However, in view of the recent volatility of the closing prices of the Shares, those
Offer Shareholders who intend to accept the Offer for immediate exit are reminded that they should
closely monitor the market price of Shares during the Offer Period and should consider selling their
Shares in the open market, rather than accepting the Offer, if the net proceeds from the sale of such
Shares in the open market would exceed the net proceeds receivable under the Offer.
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Despite the Offer provides an exit opportunity to Offer Shareholders who wish to realise
their investments in the Company, notwithstanding that the closing prices of the Shares have
traded substantially below the NAV per Share and the Cash per Share during the Review Period,
considering the substantial discount of the Offer Price o the NAV per Share and the Cash per
Share, we consider the Offer Price to be unattractive. Therefore, we ave of the opinion that the
Offer is not fair and not reasonable so far as the Offer Shareholders are concerned. Accordingly, we
recommend the Independent Board Committee to advise the Offer Shareholders not to accept the
Offer.

Yours faithfully,
For and on behalf of
HBALCYON CAPITAL LIMITED

Terry Chu

Managing Director

Mr. Chu is a licensed person registered with the Securities and Futures Conunission and a
responsible officer of Halcyon Capital Limited, which is licensed under the SFO to carry ot Type
6 (advising on corporate finance) regulated activities. Mr. Chu has participated in the provision
of Independent financial advisory services for a large nmumber of various transactions involving

companies fisted on the Stock Exchange.
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