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The directors of Global Applied Technologies Holdings Limited

(“GAT” or the “Company”) are pleased to present the interim report

and unaudited condensed accounts of the Company and its

subsidiaries (the “Group”) for the six months ended 31 December

2000. The consolidated income statement, consolidated cash

flow statement and consolidated statement of recognized gains

and losses of the Group for the six months ended 31 December

2000 and the unaudited consolidated balance sheet at 31

December 2000 of the Group, all of which are unaudited and

condensed, along with selected explanatory notes, are set out

on pages 13 to 32 of this report.

This unaudited interim report has been reviewed by the Company’s

audit committee.

MANAGEMENT DISCUSSION AND ANALYSIS

The Operating Review

(a) Operating Results for the Period

During the period under review, the Group’s aggressive

marketing efforts to expand its customer base and to

develop overseas markets were well rewarded. For the

period under review, the Group’s unaudited turnover reached

approximately HK$1,098.6 million, an increase of 18% as

compared to the same period in 1999. Unaudited profits

attributable to shareholders achieved approximately

HK$110.8 million, representing an increase of 4%.

(b) Interim Dividend

The directors have resolved to declare an interim dividend

of HK1.0 cents per share (1999:Nil), absorbing a total of

approximately HK$11.1 million, payable to the shareholders

on the register of members of the Company on 17 April

2001.
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(c) Employees

As at 31 December 2000, the Group employed over 2,000

full time management, administrative and production staff

in Hong Kong and in the People’s Republic of China (the

“PRC”). The Group remunerates its employees based on

their performance, experience and the general market

situation in the respective region and businesses in which

the Group operates. The remuneration policies of the Group

are reviewed on an annual basis and the remuneration

package includes the pension funds, bonuses and share

options. Structured training programmes are also offered

to focus on reinforcing and improving the skills of key staff

members.

(d) Dynamics of the Business

China Aluminum

Aluminum extrusion business continued to be the major

profit contributor. During the six months under review, the

Company continued to consolidate leading position in

aluminum extrusion business and efforts were made to

further expand our production capacity, sales network and

market share.

In order to strengthen the Group’s earnings base, the

Company acquired the remaining minority interests of 9%

and 45% in Pavillion Services Limited and Majestic Holdings

Limited respectively in November 2000 and since then both

companies are wholly owned by the Company. In October

2000, the Company formed a strategic alliance with Novar

plc’s Indalex Aluminum Solutions Group (’Indalex’), one of

the top three aluminum extrusion manufacturers in the world.

The relationship with Indalex significantly strengthened our

sales in the North American and European markets. After

the alliance materialized, we experienced an inflow of

contracts from the North American market.
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Domestic sales also performed remarkably. As the PRC

Government has set the GDP growth rate at 7% in 2001,

infrastructure construction and property development will

certainly benefit from this policy and is expected to grow at

a robust pace. According to the national projections, 40

new airports will be built in the coming two years. GAT has

already secured aluminum extrusion and panel supply

contracts for four new airports in 2001. Other contracts

are currently under negotiation.

In Hong Kong, as property market regains growth

momentum and construction picks up, the Group has

secured quite a number of major contracts including Nina

Tower in Tsuen Wan, Cyberport, IFC Tower Phase II in

Central, West Rail etc.

The Group is heading towards the three 50/50 targets and

good progress has been made in the period under review.

Regarding the sales and distribution to international versus

domestic markets, as the PRC market presents enormous

opportunities, we have adjusted our near-term target. During

the period under review, sales to international market and

domestic market amounted to HK$311.7 million and

HK$786.9 million respectively. Sales to North American

market will reach 25,000 tons in 2001 and 40,000 tons by

2003, accounting for 25-35% of the Company’s total sale

of aluminum extrusion products.

For our other two 50/50 goals regarding construction vs

non-construction and paint coated vs anodized, both will be

achieved within this fiscal year. A considerable share of

North American contracts are for non-construction products,

enhancing the Company’s gross profit margin. For the period

under review, paint coated product sales amounted to

HK$306.1 million, representing a 13% growth over last year.

13%
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i-metal

Although the burst of dot.com bubble has posed negative

effect on the valuation on internet business, we are happy

to report that i-metal.com, which was launched in March

2000, has reached the breakeven point during the period

under review, which is a strong evidence of its successful

business model.

Spot B2B metal trading was under trial stage by designated

members and will be launched to the market in the second

quarter of 2001. During the six months ended 31 December,

2000, turnover amounted to approximately HK$5.2 million

and the revenue came from four main sources – services

charges for metal futures trading, service charges for spot

transactions, membership subscription and advertising.

Other investments

During the six months under review, Prime Hill Technology

Limited (“Prime Hill”) incurred net losses of approximately

HK$4.7 million. The main reason accounting for the lower

results was a delay in the delivery of some manufacturing

equipment used for mass production. The above-said

equipment eventually arrived in February 2001 and contracts

on hand have been extended for another 12 months for

delivery. The Company is reviewing the operations of Prime

Hill and appropriate actions will be taken accordingly to the

best interest of shareholders in case the HK$100.0 million

profit guarantee cannot be reached by 30 June 2001.
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(e) Prospects and Plans for the Future

The management understands that consolidation is the

global trend for the aluminum extrusion industry. Size does

matter and GAT has been able to expand its production

capacity through mergers and acquisitions. We are happy

to report that the acquisition of 60% interest in the two

aluminum extrusion manufacturing facilities in Nanhai, the

PRC, is near completion. After completion and new

manufacturing facilities to be delivered in June 2001, the

Company’s annual total production capacity will reach

approximately 130,000 tons, becoming the largest in Asia.

Looking ahead, consolidation will continue to be the

dominant trend for aluminum extrusion industry in both the

PRC as well as international markets. The Company will

focus on production capacity and quality in order to

strengthen its leadership position in the region. Emphasis

will be put on paint coated, non-construction and specialised

industrial  products which are more versatile and have a

higher profit margin. New markets will be developed with

Europe and South America as one of our primary targets.

We will also continue to employ consultants as the

Company’s technical advisers to improve our technologic

advantage over our PRC competitors.

The Company’s B2B portal, i-metal.com, will launch the spot

trading services of primary materials, including logistics

support, for general membership use, in the second quarter

of 2001. i-metal.com is now studying the feasibility of linkage

with the London Metals Exchange. The directors believes

that this portal is a revenue generating center as it can

directly leverage on the Company’s expert industry

experience and knowledge and provide comprehensive

services to the non-ferrous metals business community, from

information exchange, to e-trading platform, to logistics,

warehouse, customs and tax support, and to trade arbitration.


