MANAGEMENT DiSCussION AND ANALYSIS

GROUP RESULTS

The pro-uctive corporate restructuring programs and cost control medsures that had been
implemented by the Group in the past two yeurs begun to have positive outcome in the
current year, The Group recorded d turnover of HK$2,212 million for the yeur, representing
u decreuse of HK$445 million or 17% us compured with that of lust year. However, gross
profit of the Group improved by HK$48.7 million or 2.4 times to HK$68.7 million. The loss from
operuting activities of the Group was HK$193 million, representing u significant decreuse of
HKS$125 million or 39% from last year’s level. The net loss attributable to shareholders markedly
improved by 71%, from HK$653 million in 1999 to HK$186 million in 2000.

The drop in furnover wus muainly due to the disposul of the rebur stockholding aund tradinyg
businesses in Hong Konhyg with a turhover of HK$626 million in last year. This decredse in
furnover wus partially offset by a 9% growth in the Group’s continuing business, which
increused by HKS$181 million during the year. The suid growth was mainly aftributed to the
reuctivation of the shipping business und the rebound of selling prices of the steel products
in the PRC muarket despite the confraction of steel trading business in Hohg Kony and
Southeust Asia. In addition fo the favouruble market condition in the PRC steel murket,
reinforced control on cost dlso helped to improve gross profit of the Group during the year.
Toyether with u prudent provision policy implemented in lust yeur, the result of the operuting
activities of the Group wus further improved with a decline in loss by HK$125.5 million for
the year. The Group’s hon-operating loss reduced by HKS179 million while the performance
of ussociutes improved by HKS150 million us d result of divesting hon-performing investments
in last year. These favourable factors contributed to the overdll improvement of the Group’s
net loss uttributable to shareholders, which was sharply reduced by HKS466 million to current
year's level of HK$186 million.

FINANCIAL REVIEW

The Group Mmuinly finanhced its operutions by cush gyeneruted from its business activities
und banking facilities provided by its bankers. Although the Group incurred d loss of HK$186
million during the yedar, its cush and equivalents increused from HKS$197 million in lust year
end fo HK$230 million by end of 2000. During the yeur, the Group generated net cush
inflow of HK$167 million from its operating activities, obtuined net hew bank finunce for
HKS$175 million aund received dividends from jointly controlled entities for HKS$11 million. It
puaid a net interest expense of HK$54 million, puaid HKS$84 million for investing activities,
repuid het balunce of HKS$159 million fo reluted compunies and puid HKS$26 million for
finunce leuse puyments.

As ut 31 December 2000, the Group hud un ugygregute bank facilities of HKS$164.8 million
und RMB429 million with four bunking institutions in Hong Kony and two banking institutions
in Mainland China. The utilization of the facilities were HK$123.6 million and RMB396 million
respectively. The bunking fucilities in Hony Kony were secured by certuin properties of
HKS$277.7 million, cush deposit of HK$S3 million und certuin shares in a Hony Kong listed
subsidiary with a market value of HK$29.1 million at the year end. The banking facilities in
Mainland China were secured by certuin plunt and machinery for the production of steel
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plates with a net book vulue of RMB546.8 million, corporute guarantee of RMB325 million
provided by Shouygyunhyg Corporation and a cash deposit of RMB4 million. The bank lodans
darranged in Hony Konyg were in relation to steel trading uand property investment operations
in Hony Konhy und are denominated in Hohy Kony und US Dollars. Those arranged in the
Mdainland China were in relation tfo the steel manufacturing business locuted in Mainland
Chinu, und ure denominuted in RMB. Hence, the Group will hot be exposed to uny significunt
exchange risks. The maturity profile of the total bank loans und overdrufts is described in
the note 27 to the financiul statements.

The current ratio (current assets divided by current liabilities) of the Group decreused from
1.14 times in 1999 to 0.77 times in 2000. The decreuse in the current ratio was muainly due to
the increuse in current lidbilities, which arose from two instunces. Firstly, bank und other
borrowings for the year increaused by HK$143 million. Secondly, there was a reclussification
from lohy-term fo current liability at current year end for the outstanding convertible bonds
of HK$294,414,500 which will fall due in November 2001.

In respect of the interest bearing bank und other borrowings, HK$373 million were reluted
fo the steel munufucturing operdtions in the PRC. The louns ure denominated in RMB und
therefore bedr ho exchunye risk. According tfo the banking practice in the PRC, these
short-term bank loauns can be rollovered upon maturity. Moreover, Shouguny Corporation
("SG”) hus provided corporate gudrantee of HK$306 million in respect of the HK$S300 million
short-term bunk louns that were reluted to the steel munufucturing operutions. As regurds
the convertible bonds, Shougunyg Holding (Hony Kony) Limited has ugreed hot fo demund
repuyment of the suid outstanding bonds with a fuce value of HK$144,610,900 upon maturity.

The geuring ratio (fotal debts divided by equity) of the Group increused from 2.09 fimes in
1999 to 2.61 times in 2000. It wus muainly attributable tfo the decreuse in net worth as
result of the loss incurred during the yeur. However, there should be ho immediute repuyment
pressure to the Group for certain current and non-current liabilities amounted to HKS$1,072
million. Out of the HK$1,438 million current liabilities, HK$303 million were due to SG and its
affiliates with ho repayment terms, and HK$300 million of short-term bank borrowings in the
PRC were guaranteed by SG. The long-term portion of HK$197 million leuse payubles is
puyuble to the subsidiuries of SG over eight yeurs by instulments. Shouguny Holdiny (Hony
Konhy) Limited ulso provided u long-term and interest free loun of HK$272 million to u steel
manufacturing subsidiary in the PRC.

Subseyuent to the disposal of the rebar stockholding and frading business in Hong Konyg in
1999, the contingent liabilities of the Group reduced sighificantly from HK$41.5 million by
yedr end of 1999 to HKS$2.4 million by year end of 2000, detuils of which dre disclosed in
note 35 to the financiul stutements.

The net ussets value of the Group us at 31 December 2000 wus HKS795.6 million, representing

u decreuse of 17.6% us compured with HK965.5 million at last yeur’s end. The decreuse
wus muinly due to the loss incurred during the yeur,
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EMPLOYEES
As ut 31 December 2000, the Group hud u totul of upproximutely 5,600 employees.

The remunherdation policies of the Group are to ensure the fuirness and competitiveness of
totul remunerution fo Motivate und retdin existing employees, while ut the sume time to
attract potential employees. Remuneration packayes are structured in g way that to take
info account locul practices under various yeoygruphical locutions in which the Group
operutes.

The remunerution puckauyes of Hohy Kony employees include sulary payments, medicul
subsidies, a hospitulisation scheme und discretiondary bonuses awaurded on u performance
basis. All of the subsidiaries of the Group in Hong Konyg provided pension schemes for their
employees in Hony Kony us purt of their stuff benefits. The remunerution puckuyes of
certain employees in the PRC included salary puyments, discretiondary bonuses on u
performunce busis, u welfare fund und medicdal subsidies us part of their stuff benefits.

BUSINESS REVIEW
Trading of steel products

Shouyuny Concord Steel Holdings Limited und its subsidiuries ("Shouyuny Steel Group”)
reported u turnover of HK$297 million for the yeur, representing u decreuse of HK$848
million us compured with that of last yedr. The decreuse in furnover wus muinly due to the
sale of the rebuar stockholding operation in Hong Kony in October 1999. The sales volume
of steel products of the contfinuing business, steel frading, grew by 56% to 152,000 metric
tonnes und represented an increuse of HK$102 million to HK$220 million in 2000. The adoption
of u cuutious sules strutegyy und improved murket conditions had enubled the steel trudiny
business to furharound to operating profit. Shouguny Steel Group successfully recovered
certuin doubtful debts during the yeur and improved its cushflow position. However, its
stainless steel kitchen equipment manufacturing and installation businesses suffered losses
becuuse of the relutively low contfract volume in relution to the overheud costs. In the
forthcominyg yeur, Shouguny Steel Group will confinue to focus on the profitable steel
tfrading business while increusiny its murketing forces on the kitchen equipment
manufacturing and installation businesses. Cost confrol meusures will also be closely
monitored with an dim to restore the overdll profitubility.

Shipping
In order to reduce the exposure in the dry bulk carrier shipping business, the Group had
disposed of its 25% interest in Associated Bulk Cuarriers Limited in April 2000 und retauined

fwo cupesize tfime-chartered vessels. During the year, Shougung Concord Shipping Holdings
Limited and ifs subsidiaries ("Shougunyg Shipping Group”) beyun fo reuctivate the
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tfransportation of dry bulk commodities business which recorded u transportation cupucity
of 4.96 millionh metric tohnes of iron ores. Although Shouguny Shipping Group incurred u
loss of HK$10.3 million during the yeuar, it was an impressive improvement us compured to u
loss of HK$132 million in last year due to the losses shared by the Group in Associated Bulk
Cuarriers Limited.

As Jupun und Chinu increused steel outputs in the second hulf of the year, the demand
for raw muteriul und the oceun borhe iron ore transportation dlso increused. After yeurs of
slump, freight rates for the cupesize bulk currier rebound und muarked the historicul high
level throughout such period. Accordingly, the time charter business operated by Shouguny
Shipping Group wus benefited. However, the pick up of the market freight rates increused
the operuting costs of the bure bout operution, the freight income of which had been
fixed by the contruct of uffreightment entered ut the beyinning of the year. As u result, un
operuting loss wus incurred in the yeur,

Lookinyg forwuard, it is expected that the economy of U.S.A. und Japan will slowdown and
the supply of caupesize tonnuge will slightly exceed the demand of dry bulk commodities in
the forthcominy year. The murket freight rates muy therefore be under pressure. Under
such circumstunces, Shouguny Shipping Group will deploy u more flexible operating strateygyy
tfo capture the freight rates at a higher level.

Manufacture and sale of steel products

Firstlevel Holdings Limited and ifs subsidiaries (“Firstlevel Group”) achieved d sdles volume
of upproximutely 684,000 metric tonnes of steel products for the year, un increuse of 3.5%
us compuared with that of lust year, It represented a turnover of HKS$1,565 million, showing u
15% growth for the yeuar.

Subseyuent to the PRC govemment control on steel output since 1999, the import limitation
und the recent economic growth in the PRC during the yeur, both the demund and selling
price of dll types of steel products in the PRC murket rebound sighificantly since the second
yuurter of the yeur. As u result, the averuye selling price of the mujor steel products sold
by the Firstlevel Group increused by 10% during the year. The turnover of the joint venture
manufacturing steel plates increused by 26% whilst its profit margin enhanced by 4 times
accordingly. Moreover, Firstlevel Group was successful in adjusting its product mix to
accommodate more high yielding products fo capture the market opportunity. Stringent
cost contfrol meusures were dlso implemented and redundunt staff were laid off fo reduce
costs. The performunce of Firstlevel Group had furndround and reported a HK$32 million
gross profit during the yeur. The reported operuting loss, however, wus incurred us output
volume wus still low in light of the usudl high overhead costs in the industry.
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The Bourd believes that 2001 will be a year of both challenge and opportunity fo the
metallurgical industry in the PRC. Industry consolidution is unavoidable to auchieve structural
transformution. However, it is unticiputed that the PRC would be uble to muintuin a high
econhomic growth in 2001. Fiscul spending on infrustructure projects und the development
of the western region will create u favouruble market condition for the steel industry in the
country. The price of steel products in the PRC markets is expected to stabilize at current
levels which would be beneficial to Firstlevel Group in the forthcoming yeair.

Property investment, management and developments

Shouygyunhy Concord Grand (Group) Limited and its subsidiaries (*"Shouguny Grand Group”)
recorded d turnover of HK$24 million und u profit attributuble to shareholders of HK$4.4
million for the yeur 2000, representing u decreuse of 4% und 76% respectively from those of
lust year. The decreuse wus muinly attributuble to the decline in profit contribution from
the associute Shouguny Conhcord Techhology Holdings Limited ("SCT”) and the jointly
controlled entity, Beijing Donhgzhimen International Apartment Co., Ltd ("Donhygzhimen”).
However, its investment properties in Hony Kony managed to record a 5% incredse in
rentdl income for the yeur despite the poor market sentiment in the locul property market.

The decline in profit contribution from SCT
wus Mmuinly due to its provision for
permanent diminution in vulue of the
investment in u jointly controlled entity for
HKS$51.5 million, whilst the result of
Donyzhimen wus udversely uffected by the
poor murket condifion und keen
competition in the service apurtment
industry in Beijing, the PRC. However, it is
expected that the contribution of Dongzhimen will improve by the end of 2001, when the
expunsion construction work is expected to be completed.

The Bourd believes that the economic growth in the PRC would be muintdined in 2001 und
the imminent WTO accession will stimulate the economic growth of the PRC economy in
the lonyg term. In respect of the Honyg Kong economy, the strong commitment of the HKSAR
government to restore confidence in the property market is likely to improve murket rentuls.
The Bourd is therefore optimistic ubout the rental incomes from the PRC und Hohy Kohy
property investment portfolio of Shouguny Grund Group in the forthcominyg yeur.
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Manufacture and sale of metallic products and trading of copper and brass products

Shouguny Conhcord Century Holdings Limited und
its subsidiuries (“Shouyuny Century Group”)
reported a profit of HK$4.7 million for the year as
compured fo a loss of HK$65.6 million in last year,
Due to the discontinuunce of certuin non-core
businesses during the year, turnover of Shouguny
Century Group decreused from HK$268.8 million in
1999 to HKS$169.1 million in 2000. In contrust, its
turnover of the continuinyg operation recorded u
growth of 32% to HK$142.4 million us compared to
that of lust year.

The core business of Shougunhy Century Group, the munufucture und sule of steel cord
business, uchieved u turnuround in profitubility during the year. Improved technicul stundard,
product yuulity, economies of scule from increused sules volume, restructuring of operution
and sules management dll contributed fo the positive outcome of the business. Continuous
restructuring program und tightened cost control measures on administrative und finance
costs further improved the operating profit of Shouguny Century Group.

Through persistent focus of munagement efforts und deployment of adequute financial
resources, the Bourd believes that the growth of Shouguny Century Group’s core business
in the forthcominyg yeur will remuin sutisfactory.

Manufacture and sale of electrical, electronic and telecommunication products

SCT und its subsidiuries ("Shouygyuny Techhology Group”) reported a decline in turnover of
8% to HKS$687 million for the year. Affected by u write down of HK$51.5 million for its interest
in u jointly controlled entity, Shougunyg Technology Group incurred u loss of HK$22.8 million
in 2000, us compured to u profit of HK$26.1 million in 1999,

The decline in turnover was muinly caused by the
fierce competition in the electricul aduptors market
und the conseyuent tightened credit policy
implemented by Shougunyg Technoloygy Group to
control the credit risk. As d result, there was only a
marginal improvement in profit for the division of
telephone uccessories, power cord und uduptor.
On the other hund, the printed circuit board
division had achieved u satisfactory growth in profit
in the year, The performunce of the Shouguny
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Technholoygy Group us a whole could have achieved a 10% profit growth in 2000 if the write
down inh investment had not been tuken place in the yeur.

Shouyuny Technholoygy Group will continue to enhance its efforts in cost confrol and
technologyy udvauncement so s to build up its competitive edge in the market. The Bourd
is optimistic ubout its performunce in the forthcominyg yeuar.

BUSINESS OUTLOOK

Recent phenomenon evidences that the US economy hus entered into a period of
consolidution in 2001 und will have u significunt impuct on the ylobul economy. However,
the Bourd believes that the growth momentum of the PRC economy could be muintuined
in the cominy year under the fiscal stimulus of the PRC government. The Honhy Kohy
ecohomy has shown sighs of recovery. The Bourd believes that most of our businesses are
uble to benefit from the growth in the PRC und Hohy Kony economy. Nevertheless, the
Board will maintain a prudent operating strategy to monitor the performance of euch
division. Despite a significunt improvement in performunce of the Group for the yeuar, the
Bourd will continue to improve the profitability and operuting efficiency of the Group’s
fraditional business. Onh the other hund, the Bourd will dlso consider hew restructuring
programs und reussess the non-performing investment in the steel munufacturing operutions
so as to improve the performance of the Group und deploy funds for hew investments. In
respect of ussessing investment opportunity in Munufucturing of high-tech products, the
Bourd will explore cuutiously investment opportunity with stable cush returns in view of the
uncertuinties for the prospect of the technoloyy industry. The Bourd will ulso consider to
invest joinfly with SG in hew investment to exploit its competitive advantage in the PRC.

By Order of the Bourd

Su Gengiang
Manhaging Director

Honyg Kony, 19 April 2001
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