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Results

For the year ended 31st December, 2002, the Group achieved an audited
consolidated net profit attributable to shareholders of HK$97,198,000 (2001:
HK$102,782,000) which represents a slight decrease of HK$5,584,000, or
5% compared with the previous year. The significant increase in turnover
and operating profit to HK$1,080,332,000 (2001: HK$299,273,000) and
HK$253,462,000 (2001: HK$65,396,000) respectively, representing an
increase of 261% and 288% respectively, were the result of contributions
from property development and construction materials. Earnings per share
was 1.1 HK cents (2001: 1.2 HK cents), representing a decrease of 8%. As
at 31st December, 2002, the Group’s net assets per share was HK$0.5 (2001:
HK$0.48).

Overall Performance

The Group recorded sales of total gross floor areas (“GFA”) of approximately
250,000m? (2001: 113,000m?), representing an increase of 121% over the
2001 figure. Of this, 96% came from residential or commercial property and
4% from industrial property. Properties sold in the Eastern region of the

PRC contributed significantly to the satisfactory performance.

During the year, a total GFA of approximately 309,000m? (2001: 119,000m?)
of residential/commercial properties was completed, representing a 160%
increase over last year. By the end of 2002, a total GFA of approximately
423,000m? (2001: 606,000m?) was under construction, representing a 30%

decrease from the preceding year.

A detailed breakdown of the above figures in terms of territorial distribution

are shown in graphic form on page 9.

After the amendment of its joint venture contract and articles on 14th March,
2002, Shanghai Allied Cement Co., Ltd. (“Shanghai SAC”) has become a
subsidiary of Shanghai Allied Cement Limited (“SAC”), a listed company
in which the Group holds 54.77% interest. The consolidation of the accounts
of Shanghai SAC results in an increase in turnover, gross profit and operating
profit. The increase in new property development together with the
consolidation of the accounts of SAC have led to an increase in marketing
and distribution costs, administration expenses, finance costs and minority

interests.
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MANAGING DIRECTOR’S STATEMENT (continued)

Owing to the current market situation, the management believes it is prudent
to provide for impairment losses of HK$5,541,000 in relation to certain
interests of jointly controlled entities and an associate, a write-down of
HK$15,180,000 for inventories of certain remaining unsold properties, and
a provision of HK$24,102,000 for doubtful debts.

Investment Environment in the PRC

The PRC showed an outstanding GDP growth of around 8% amidst very
sluggish economies in Europe and the United States in 2002. Its four most
productive cities were Shanghai, Beijing, Guangzhou and Shenzhen and
their GDP grew 10.9%, 10.2%, 13% and 15% respectively in 2002.
Shenzhen’s per capita GDP reached US$5,558 which is the highest in the
country. Following the PRC’s entry into the WTO, foreign investors
continued to flood into the PRC with a total of US$52 billion investment in
2002.

During the year, investment in real estate rose by 21.9% to RMB774 billion.
Outstanding personal housing mortgages reached RMB826 billion, surging
46% from 2001. A total of 129.8 million square meters of houses worth
RMB305.9 billion were sold in the first 10 months of the year under review,
which represents an increase of 27.6% in areas and 35.4% in value over the
same period last year. However, the rapid development of the property sector

has led to relative high vacancy rates in some areas.
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Housing prices, especially of luxury units, in large cities such as Shanghai,
Beijing, Guangzhou and Shenzhen may have experienced pressure during
the last six months of 2002. However, success for Shanghai in winning the
World Expo, Formula One racing in 2004, a Vivendi Universal theme park
planned to open in 2006, and the blueprint to develop the waterfront of the
Huangpu River were added incentives to fuel its property market. Massive
investment is being poured into the construction work for various facilities
for the 2008 Olympic Games, and such activities and movement will stimulate
the need for high-end homes in Beijing. Also, the 24-hour opening of the
Shenzhen border spurred the demand in Shenzhen property market. It is
believed that the market for luxury homes in such big cities may regain its

upward trend again.

Other than the large cities, economic growth in the second and third line
cities also recorded big rises in 2002. The improved local infrastructure and
transportation network, especially the connection with major cities and other
social facilities stimulate the desire for new houses and improvement in
living standards. It is widely predicted that housing prices should continue
their upward momentum and provide more development opportunities in

those second and third line cities.

Various new government policies such as the transparent land regulations
and establishment of a nationwide land auction system were implemented.
Developers from other regions can now bid for land against local developers
which will result in cheaper, higher quality housing for consumers. The
central and commercial banks have begun to regulate housing mortgages
and their financing to small and inexperienced property developers. Such
actions should enable the property sector to have a healthier development in

the long term.
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Outlook

The PRC’s GDP growth is widely predicted to reach more than 7% in 2003.
Analysts expect the property sector to outperform GDP growth by 7% in
2003. According to the statistics, the mainland’s industrial output surged
17.5% and vehicle output was up 62% in the first two months of 2003.
Foreign direct investment continued to flood into the PRC and increased by
54% for the first two months of 2003. It is believed that the government
will continue to stimulate economic growth by encouraging domestic

spending and rising exports.

Certain unfavourable factors or indicators such as excessive investment and
rising vacancy rates have led to a debate over a potential property bubble
especially for the luxury high-end units in the major cities. However, a
booming economy, growing incomes, historically low interest rates and
various municipal policies are expected to contribute to a desire for rising

standards in lifestyle and better quality flats.

Furthermore, the establishment of the land auction system and the new
financing arrangement for construction against progress are favourable factors
in maintaining a long-term healthy development of the property market.
Tian An is a nationwide experienced property developer with adequate quality
landbank in various cities, and accordingly the current market situation
provides us with major opportunities and the Group has confidence that it

will successfully meet its targets for 2003.

In 2003, the Group anticipates that properties to be offered for sale will be
around 300,000m? in terms of GFA, Cities where properties will be sold
will include Shanghai, Beijing, Shenzhen, Dalian, Nanjing, Changzhou, Wuxi
and Changchun. These projects will generate significant income to the Group.
The Group will also increase its strategic landbank in major cities such as

Shanghai and Beijing at the right time.
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Appreciation

During the year under review and in the period up to the completion of this
report, Mr. Zhu Xiduo, Mr. Wu Gan and Ms. Zhang Dong resigned as
directors of the Company. I wish to take this opportunity to express my

gratitude to the resigning directors for their valuable contributions.

I would also like to thank our staff for their dedication and hard work and

our shareholders for their continued support.

David Hui Yip Wing

Managing Director

Hong Kong, 26th March, 2003
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