Chairman’s Letter to Shareholders FEBRRRE

Cirric Pacific’s profit for the year 2001 was HK$2,110 million, or Hk$0.96 per share. A
result 36% lower than the previous year is not welcome news, but sharcholders should
be reassured the main reason is easily identifiable and understandable: the aviation
sector of our business was hit hard after September 11 at a time when the world and

regional economies were already deteriorating.

A key measure of the health of any business is the cash flow it generates, and [ am
delighted to report that our businesses generated a very healthy cashflow in 2001, and
the Group is well prepared to take up any good investment opportunities

going forward.

Recognizing Ciric Pacific’s continuing strong and stable cash flows, and substantial
financial resources, the Board is recommending a final dividend of Hk$0.60 giving
shareholders a dividend of HK$0.80 for 2001, only a little less than in 2000 reflecting
the reduced profit.

The major growth in Ciric Pacific’s profit in 2001 came from the telecommunication

and property sectors.

The contribution from our telecommunications businesses was three times that of
last year reaching almost HK$300 million. Citic Telecom 1616, our fast-growth 1pD
wholesaler, was the largest contributor to this result, but Ciric Guoan and ¢ also

made significant contributions too.

The contribution from investment property grew 15% driven by increased rental from

the Festival Walk shopping mall.

In other sectors of our business — marketing and distribution had a challenging year,
although at the operating level the result was satisfactory, and specialty steel

manufacturing tripled its profits.

Strategy
Crric Pacific’s business is diversified but clearly focused in a limited number of sectors.
We believe that diversity builds strength, and that superior results come from focusing

on what we do best.
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Geographically Ciric Pacific will continue to have its solid base in Hong Kong but
focusing increasingly on the vast market of the Mainland of China. Our knowledge and
contacts in China are wide and deep, and they have led to success particularly in Civil
Infrastructure and Power. Citic Pacific will continue to focus on China. Even when
business is done around the world, we are always conscious that the overriding purpose

is to serve the Chinese market.
Let me review the future I see for each of our business sector:

In telecommunications, Citic Telecom 1616 has established itself as one of the major
telecommunication hub in Asia Pacific. The company has established strategic alliance
and cooperative relationship with 125 major international telecom carriers and
operators in over 80 countries. Leveraging on these relationships, Citic 1616

continues to launch new value-added services.

cpenet, which Crrie Pacific acquired late last year, will be our flagship for Internet
services. CPeNet is actively offering individual business users and companies with value-
added services such as corporate connectivity, Virtual Private Networks (vey), Internet

security solutions, data center servers hosting, etc.

After two years of investment, the major part of the China Express Number 1 Backbone
Network has been completed. Because of the concern on telecommunication policies in
China, Ciric Pacific sold the network project to Ciric Hong Kong (Holdings) but
retaining the right to buy it back. This transaction will reduce the Company’s
investment risk, and the necessary infrastructure for the development of Ciric Pacific’s
telecommunication businesses is provided by Ciric 1616°s high quality integrated

platform centered in Hong Kong and linking all over the world.

Crmic Pacific has contributed to aviation in Hong Kong and the tremendous progress
Cathay Pacific and Dragonair have made over the years as two of the best airlines in the
world. The sharp drop in demand for air traffic heavily affected Cathay Pacific in
particular, but there are already early signs of improvement, and both Cathay Pacific
and Dragonair are strategically located to take advantage of the Mainland China
market. The Mainland airline industry is being restructured. Ciric Pacific sees great
potential and new business opportunities to expand. The Company is actively pursuing

these opportunities and the negotiations with relevant parties are making progress.
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Chairman’s Letter to Shareholders

Following China’s accession to the World Trade Organization, the financial service
and capital markets in China will expand and grow closer to those of Hong Kong, and
will have huge development potentials. Citic Pacific, together with Ciric Beijing and
Ciric Ka Wah Bank, have established a joint venture — “Ciric: Capital Markets Holdings
Ltd.” — in which Crric Pacific will have 50% interest and participate directly in its
strategy formation and the day-to-day management. The joint venture business will be
built upon the existing broking and investment banking operations of Citic Group in
Hong Kong, and fully utilizes Citic Group’s expertise and broad contacts in Hong
Kong, Mainland and all over the world. While based in Hong Kong, Citic Capital
Markets Holdings will focus on the China market. This new venture is aimed to develop
a leading brand name in the China-focused fund management business, as well as

developing the existing businesses of brokerage and corporate finance.

Crric Pacific recently reached an agreement with Shanghai Lansheng Guojian
Corporation to form a joint venture “Shanghai cp Guojian Pharmaceutical Company
Ltd”. Ciric Pacific will invest up to kMB350 million and will have controlling interest of
51% in the joint venture. cp Guojian’s vision is to build its own research and
development, production and marketing capabilities. The venture will leverage on
Ciric Pacific’s strong financial position, advanced management systems and broad
contacts in international markets. The venture begins with a team of leading biotech
researchers, and also a number of patents that are either registered or are under
registration in China and in other countries. cp Guojian’s immediate focus is the
development of new drugs related to genetic therapy. Biotech will be one of the fastest
growing industries in this century and has great development potential. We believe the

investment will contribute to the Company’s future growth in the coming years.

Ciric Pacific’s team of power industry veterans has built and operates one of the
largest groups of power generation plants in China of any foreign organization with
total capacity of 3,000mMw. The Ligang power station is one of the most profitable in
China. Late last year, the first unit of 200mw at the Huhhot power plant in Inner
Mongolia became operational and the second unit is expected to commence operation
before the end of 2002. Construction work at the Jilin power plant is going smoothly.
As the power industry in China reforms, we will continue to seek new opportunities

investing in power plants.

Our civil infrastructure, consisting of Huangpu bridges and tunnels in Shanghai and

two cross harbour tunnels in Hong Kong, produces reliable long term cashflows.
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Marketing and distribution in Hong Kong and Mainland China is the business of Dah
Chong Hong and Sims Trading which serve the people of Hong Kong and China in
providing high quality products. Hong Kong is a mature but profitable market, and we
are concentrating on delivering improved customer service at a reduced cost. The
Mainland is the opportunity, and a systematic 3-year plan is being implemented both
on the motor and food side of the business to position Dah Chong Hong and Sims
Trading as the premier supplier and distributor of motor vehicles and food products

in China.

In property, the center of cities in Mainland China presents opportunities today.
During the last twelve months Ciric Pacific has invested in developing land in the
center of Shanghai, and bought two income-producing buildings in the same city.
There may be similar opportunities in Shanghai and in Beijing where Ciric Pacific
already owns a 50% interest in the Citic Building. In Hong Kong, the existing
properties are capable of generating significant development profits and stable rental

income in the coming years.

Future
Crmic Pacific moves into the future and the Chinese Year of the Horse with confidence
that our Company will grow and develop in the coming years in the direction I have

already described.

Ciric Pacific has the financial resources to take up new opportunities as they develop.
We are conscious that really good business opportunities are few, and thus we are
disciplined to be patient to identify opportunities that will benefit sharcholders in the

long term.

Itis my pleasure to lead a team of businessmen and women with long, successful and
practical experience in so many disciplines that all work together to propel Ciric
Pacific forward. To every one of them, and our directors, bankers and advisors, I thank

you for all your fine work over the past year and your commitment to the future.

Larry Yung Chi Kin

Chatrman

Hong Kong, 14 March 2002
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