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| would like to express my gratitude to the shareholders and
the public for their interest of and continuous support to the
Group. | am pleased to take this opportunity to present a
review of the business activities of the Group in 2004 and a
preview of our future development.

YEAR 2004 - SUSTAINED FAVOURABLE MOMENTUM

For the year ended 31 December 2004 (the “Year”), turnover
of the Group, together with the Group’s share of turnover of
associates and jointly-controlled entities, amounted to HK$871
million (2003: HK$673 million), representing an increase of
29% over the corresponding period of 2003. During the Year,
profit attributable to shareholders of the Group was HK$315
million, representing a decrease of 7% over the corresponding
period of 2003. This was mainly due to substantial non-recurring
profit recorded in 2003. However, the Group recorded a
satisfactory growth in its recurring profit which amounted to
HK$257 million (after deducting the non-recurring profit),
representing an increase of more than 100% over that in 2003.
Basic earnings per share was HK 2.77 cents (2003: HK 3.02
cents).

As at 31 December 2004, total assets and net asset value of
the Group were HK$3,436 million (2003: HK$3,092 million)
and HK$2,665 million (2003: HK$2,322 million) respectively,
representing increases of 11% and 15% over those of 31
December 2003.

Turnover of and operating profit contributed by the Group’s
logistics and related business for the Year were HK$212 million
(2003: HK$130 million) and HK$113 million (2003: HK$44
million), representing increases of 63% and 1.57 times over
those of 2003, reflecting satisfactory growth on investment
return from the Group’s logistics and related business upon
operation over the past years.
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The operating results of the two associates of the Group,
namely Shenzhen Expressway Company Limited (“Shenzhen
Expressway”) and CSG Holding Co., Ltd. (“CSG”), recorded
satisfactory growth during the Year and contributed considerable
profits to the Group. During the Year, profit attributable to
shareholders of Shenzhen Expressway was HK$395 million
(2003: HK$295 million, excluding the effect on disposals of
two toll roads), representing an increase of 34% over the
corresponding period of 2003. Profit attributable to shareholders
of CSG was HK$319 million (2003: HK$191 million), representing
an increase of 67% over that of 2003.

During the Year, the Group concentrated on positioning market
niche and consolidation of existing resources, and committed
to strengthening its corporate governance and management,
renovating and upgrading the existing logistics resources and
network. These will enable the Group to lay a solid foundation
for future activities of restructuring, acquisition and merger
as well as rapid expansion.

FINAL DIVIDEND

The board of directors recommended the payment of a final
dividend of HK 0.5 cent (2003: HK 0.4 cent) per share for the
year 2004, totalling approximately HK$57.16 million (2003:
HK$45 million), representing an increase of 25% over that of
2008.

The board of directors is of the opinion that the overall level
of earnings and cashflow of the Company fulfill the requirements
of making dividend distribution steadily 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 conditions. The board of directors
wishes to establish a steady and continuously growing dividend
payment policy.

FYN B IE IR B R A ) Shenzhen International Holdings Limited
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REINFORCING CORE LOGISTICS BUSINESS BY
INCREASING EQUITY HOLDING IN SOUTH-CHINA
LOGISTICS

During the Year, the Group sustained solid and stable growth
in its logistics operations and realised its set targets.

Shenzhen South-China International Logistics Co., Ltd. (“South-
China Logistics”), a key investment of the Group, is making
notable progress in the unloaded-container depot business
since commencement of the trial run of its business in April
2003, and achieved a throughput of approximately 130,000
TEUs during the Year. South-China Logistics has also broadened
its customer base to 18 customers during the Year. In particular,
it has entered into a strategic cooperative agreement with a
leading container terminal operator in Hong Kong.

As South-China Logistics has good business development
and a strong growth potential, the Group entered into an
agreement in July 2004, pursuant to which the Group agreed
to subscribe the registered capital so increased of South-
China Logistics in the amount of RMB80 million. As a result,
South-China Logistics became a 66.67% owned subsidiary
of the Group. The increase in registered capital of South-
China Logistics will lay a solid foundation for further optimisation
of the shareholding structure of South-China Logistics and
future introduction of new strategic partners, and thus will
facilitate the future growth of South-China Logistics. In addition,
it will further enlarge the asset base and will strengthen the
core logistics business of the Group. It will also improve the
integrated capacity of the Group’s logistics resources and
will further enlarge its market share in logistics industry in the
PRC.
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CORPORATE GOVERNANCE

The board of directors is committed to improving the standard
of corporate governance of the Group and to ensure an efficient
deployment and added value of the Group’s assets, thereby
providing comprehensive protection to shareholders’ interests.
With a view to perfecting the overall financial reporting and
internal control mechanism of the Group, the board of directors
established the audit committee in 1995 and the internal audit
department in 2002 respectively. It also established the
remuneration committee and the nomination committee in 2003,
which are responsible for the formulation of formal and transparent
procedures and policies in the determination of remuneration
of directors and senior management, and for the appointment
of suitable candidates as directors of the Company and to
ensure the transparency of the procedures for re-election of
directors.

PROACTIVELY DEVELOPING THE EXISTING
LOGISTICS AND RELATED BUSINESS, AND
CONTINUING TO CAPITALISE OPPORTUNITIES FOR
MERGER AND ACQUISITION OF QUALITY LOGISTICS
INFRASTRUCTURE PROJECTS

As the PRC and the Pearl River Delta region experienced robust
economic growth in 2004, logistics sector also witnessed
accelerated development and the total logistics volume has
increased by 30%. Among those, regional logistics grew rapidly
in particular. The development of integration of regional logistics
in Changjiang River Delta region, the Pearl River Delta region
and the pan-Bohai Sea region has been driving and promoting
rapid growth of related industries and enterprises.

FYN B IE IR B R A ) Shenzhen International Holdings Limited
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According to its commitments to WTO accession, the PRC
will further open its logistics market to outside enterprises
substantially from mid December 2004. Under this context, a
number of multinational logistics enterprises are carrying out
their strategies with the PRC as their key region for strategic
development. As a result, competition in the logistics market
is expected to become more intensified. With the trend of
corporate specialisation becoming more prominent, various
logistics enterprises are cultivating their competitive competence
through pursuing their own functional positioning, gradually
placing more strength on supply chain competition. Based
on our practices in and analyses on logistics businesses carried
out in 2004, the Group believes that, while being committed
to developing its existing logistics projects and improving its
integrated capacity, it will not only focus on the acquisition of
established logistics infrastructure projects with a view to increase
assets base and resources under the Group’s control, but
will also equip itself with comprehensive logistics network to
reduce the overall logistics costs effectively, and provide strong
total logistics solutions responsive to customers’ demand.
Currently, the Group is well positioned to leverage its sufficient
cashflow and adequate funding channels to implement its
investment strategies on merging and acquiring strategic and
quality resources. The Group will prudently evaluate investment
opportunities so as to ensure reasonable capital returns.

As the Shenzhen Municipal Government made adjustment to
the progress of restructuring and planning of state-owned
assets under Shenzhen Municipality in 2004, the Group also
modified correspondingly its plans related to project development
and ownership restructuring. | believe, with the continuous
reform of state-owned enterprises, the Group will further increase
its strategic investment in the four major sectors of the logistics
industry, namely infrastructure, transportation systems, logistics
and ancillary services as well as logistics information services
in 2005, thereby strengthening its integrated capacity for a
healthy long-term growth.

Li Hei Hu
Chairman

Hong Kong, 23 March 2005




