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I would like to express my gratitude to shareholders and friends for

their interest and continuous support to the Group. | am pleased to

take this opportunity to review the business development of the

Group in 2003 and to present a preview on our future development.
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YEAR 2003 - A NEW RECORD HIGH EARNING

For the year ended 31 December 2003 (the “Year"), turnover
of the Group, together with the Group’s share of turnover of
associates and jointly-controlled entities, amounted to HK$673
million (2002: HK$621 million) and represented an increase of
8% over the corresponding period of 2002. Profit attributable
to shareholders was HK$339 million (2002: HK$152 million),
representing an increase of 1.2 times over the corresponding
period in 2002. Basic earnings per share was HK 3.02 cents
(2002: HK 1.35 cents), representing an increase of 1.2 times
over that of 2002. As at 31 December 2003, total assets and
net asset value of the Group were HK$3,092 million (2002: HK$3,389
million) and HK$2,322 million (2002: HK$1,927 million) respectively,
representing a decrease of 9% and an increase of 20% over
those of 31 December 2002 respectively.

The general domestic economy of Shenzhen City and Mainland
China suffered from the outbreak and indulgence of SARS to a
certain extent in the first half of 2003. Nevertheless, the market
recovered quickly in the second half of the Year. Shenzhen City
recorded a rapid economic growth for the entire year with GDP
amounted to RMB286,051 million, representing an increase of
17%, which was the highest in the last eight years. Furthermore,
the Group actively fought against the unfavourable condition by
enlarging its new customer base and the impact caused by SARS
to the Group's core logistics business was minimised accordingly.
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Turnover of the Group's logistics and related business for the
Year was HK$130 million (2002: HK$93 million), representing
an increase of 40% over the corresponding period in 2002. After
three years of operation, the Group's third party logistics business
has been benefited from its brand name recognition and has a
significant development in soliciting customers with established
scale. The operation of Shenzhen Airport International Express
Supervision Center Co., Ltd., 50% interest of which is held by
the Group, became maturer and is contributing stable earnings
to the logistics business of the Group.

In the past few years, the Group has persisted in its strategy of
investing in quality assets in order to optimise the Group’s overall
earnings and cashflow. During the Year, the Group realised some
of its assets and as a result, the potential value of these assets
were fully reflected in the earnings of the Group and had contributed
to a considerable return for the shareholders. Shenzhen Expressway
Company Limited, an associate of the Group, disposed of two
toll roads during the Year and attributed a profit after taxation
of HK$166 million to the Group. The Group also derived a profit
before taxation of HK$90 million from the disposal of its entire
A shares in China Merchants Bank Co., Limited, of which
approximately HK$50 million was recognised in the results of
the Year.

After four years of dedicated effort in business restructuring,
resources consolidation and corporate governance by the
management, the Group has attained quality assets, a steady
profitability and a healthy cashflow. With respect to control over
related business resources, the Group owns the development
and operating rights of certain logistics infrastructure, such as
toll roads and logistics districts. With respect to market position
and market share, the Group has established a reputable brand
name and recognition in the logistics e-commerce and third party
logistics service markets.
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DISTRIBUTION OF DIVIDEND TO
SHAREHOLDERS

With four years of assets restructuring, the Group's recurring
earnings and cashflow have become stable and laid a solid foundation
for dividend payment. In order to increase the corporate value
of the Company, realise shareholders’ return on investment and
attract potential investors, the board of directors considers that
this is an appropriate time to propose the distribution of dividend
by the Company to shareholders for their continuous support of
the Group. The board of directors recommended a final dividend
of HK 0.4 cent per share for the year ended 31 December 2003,
totalling HK$45 million.

The board of directors is of the opinion that the overall level of
earnings and cashflow of the Company fulfil the requirements
of making dividend distribution on an annual basis and the board
of directors will consider the ratio of dividend distribution based
on the Company’s annual capital requirement, financial position
and market situation. The board of directors wishes to establish
a steady and continuously growing dividend payment policy.

EXPANDING THE CORE LOGISTICS BUSINESS,
REINFORCING THE MARKET POSITION WITHIN
THE LOGISTICS INDUSTRY

Logistics industry was one of the major focuses in China’s economic
development in 2003 and it attracted wide attention from both
domestic and overseas markets. During the year, the Group put
emphasis on the management of its existing logistics resources
by consolidating existing assets operation flow, enhancing supply
chain management technique with a view to provide quality and
customised services to customers. After continuous effort, the
Group’s market share in the third party logistics business has
expanded gradually, its customer base and operation flow have
also been improved, thereby laying a strong foundation for future
development in 2004.
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South China International Logistics Center (“SILC"), one of the
key logistics projects of the Group and one of the six major
logistics districts in Shenzhen City, commenced the first phase
trial run of commercial operation in the second quarter of 2003.
The unloaded container depot with a site area of 100,000 square
metres was put into operation. The first phase trial run of commercial
operation was successfully commenced with unloaded containers
throughput of 55,000 TEUs in aggregate achieved during the
trial run period. Based on this successful experience, it is expected
that SILC will soon operate at full capacity in the future. SILC,
being a major logistics project of Shenzhen City, enjoyed various
preferential treatments offered by the Shenzhen Municipal
Government to the logistics industry. During the Year, SILC
successfully acquired the land use right of its operating area
with a site area of 530,000 square metres based on the preferential
land premium granted by the Shenzhen Municipal Government.
The land premium cost was significantly lower than the original
budget and as a result the total investment amount was reduced
by 16%. Notwithstanding the future operating cost would be
reduced, the preferential land premium also signalled the full
support by the Shenzhen Municipal Government. It also
demonstrates that SILC is well positioned for future expansion.
The investment return period of SILC is expected to be shortened
and it is estimated that it will generate profit for the Group in
2005. The Group intends to increase its investment in SILC and
is actively planning to increase the percentage of interest in
SILC to become a subsidiary of the Group.

Western Port Logistics District, the key construction project of
Shenzhen Western Logistics Co., Ltd. (“Shenzhen Western
Logistics”) of which 20% equity interest is held by the Group,
is planning to invest in a motor vehicles logistics district which
will be the largest within the South China region and will also
cover the entire Pearl River delta region. The project will cover
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a site area of one million square metres and Shenzhen Western
Logistics is expected to own 35% interest. The motor vehicles
logistics district project is a comprehensive development project
with multiple functions. According to the plan, it will include an
international motor vehicle trading centre, a platform of parts
and components procurement and ancillary transportation services
for motor vehicle manufacturers, an ancillary transportation centre
of motor vehicles, a bonded warehouse for imported cars and
spare parts, etc. Due to the promising prospect of the motor
vehicles logistics district and the development of Western Port
Logistics District is in line with the Group’s strategy and need
in the development of logistics infrastructure projects in Shenzhen
City, the Group is thus considering to increase its interest in
Shenzhen Western Logistics.

In the future, the Group will continue to expedite the construction
of its existing logistics projects, strengthen its superiority in logistics
information and e-commerce areas and optimise its third party
logistics service. These measures will enable the Group to achieve
an outstanding growth and a stable cashflow, strengthen the
Group’s position in the logistics industry in Shenzhen City and
will maximise investment return for its shareholders.

CONTINUOUSLY IMPROVING CORPORATE
GOVERNANCE STANDARD

With a view to strengthen the system of internal control and to
improve the standard of corporate governance of the Group,
the board of directors duly established the remuneration committee
and the nomination committee in December 2003. The function
of the two committees is to ensure an efficient deployment
and added value of the Group's assets, thereby providing
comprehensive protection to shareholders’ interests. Both
committees comprise members of a majority of independent
non-executive directors. The remuneration committee is responsible
for the formulation of a formal and transparent procedure and
policy in the determination of directors’ remuneration. The
nomination committee is responsible for the appointment of suitable
candidates as directors of the Company and to ensure the
transparency of the re-election procedure of directors. Both
committees have commenced their work and the board of directors
will report any further progress to the shareholders when
appropriate.
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MARCHING TOWARDS THE LONG TERM
STRATEGIC GOAL OF THE SHENZHEN
MUNICIPAL GOVERNMENT OF DESIGNATING
THE COMPANY AS A MAJOR PLAYER IN
SHENZHEN’S ECONOMY AND TAKING AN
ACTIVE ROLE TO EXPLORE INVESTMENT
OPPORTUNITIES IN QUALITY LOGISTICS
INFRASTRUCTURE PROJECTS

In 2003, the growth of cargo handling
volume of Shenzhen ports was
outstanding. The cargo throughput
exceeded 100 million tons and the
container throughput exceeded 10
million TEUs, representing an annual
growth rate of 40% and Shenzhen
container ports became the fourth
largest container hub in the world
following Hong Kong, Singapore and
Shanghai. In particular, Shenzhen
Chiwan wharf's annual container
throughput was 1.635 million TEUs
for 2003, representing an increase of
43%.

Container ports play an important role
in modern logistics and are integral
parts of the infrastructure for the
development of international logistics industry. The construction
of container terminals will provide ample room for the development
of modern logistics business in Shenzhen. In order to achieve
stable growth of profit and cashflow, the Group's investment
strategy will focus on mature infrastructure projects relating to
logistics industry, such as toll roads, wharfs and logistics districts,
etc. Currently, the Group's gearing ratio is relatively low with
unimpeded funding channels and sufficient cashflow. This will
facilitate the Group's future investment in large-scale infrastructure
projects.
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In 2004, the Shenzhen Municipal Government announced a series
of new measures for state-owned enterprises reform and will
introduce eligible strategic investors to these state-owned
enterprises by way of reduction in state-owned interest, transfer
of controlling stake and internal consolidation. In the coming
two years, state-owned enterprises in monopolised industries
and infrastructure sectors will be fully liberalised. Through the
introduction of new shareholders and the diversification of interests,
state-owned assets will be redistributed and consolidated by
merger and acquisition activities, with a prospect to achieve
higher efficiency and profitability.

The Company has been designated by the Shenzhen Municipal
Government as one of the 13 enterprises for focused development
and further evolution. In the future, the Shenzhen Municipal
Government will take every measures to speed up the improvement
of assets and industries structure of Shenzhen City and to further
strengthen the systematic reformation of state-owned enterprises.
In order to cope with the pace of the Shenzhen Municipal
Government, the Company will emphasise modern logistics industry
as its core business and development strategy and is marching
towards the long term strategic goal of being a major player in
Shenzhen’s economy as designated by the Shenzhen Municipal
Government. The Shenzhen Municipal Government will gradually
implement new measures on state-owned enterprises reform
and it is expected that opportunities for asset acquisition by the
Group will arise. The Company will capitalise the opportunities
in order to acquire with reasonable prices state-owned assets
and monopolised resources with good development potential.
The Company will also study the feasibility of participating in
large and quality enterprises through restructuring of equity interests,
thereby making sufficient preparation for further development
of the core logistics infrastructure business of the Group.
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With continuous support from the Shenzhen Municipal Government
and dedicated effort of the management and all our staff members,
I 'am confident that the Group will achieve promising results in
project development and business expansion and the structure
and quality of the assets of the Group will be gradually optimised
and enhanced by the consolidation process.

Li Hei Hu
Chairman

Hong Kong, 26 March 2004



