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HALF YEAR RESULTS

The Group’s unaudited consolidated turnover and profit attributable to the
Company’s shareholders for the six months ended 30 June 2005 amounted
to approximately HK$25,255.6 million and HK$1,262.4 million respectively,
representing an increase of 11.5% and 70.5% over that of last year. Earnings
per share of the Group, on a weighted average basis, was HK$0.59 compared
to HK$0.35 in 2004. Excluding the gain in property revaluation and its related
deferred tax effects which are considered the major effects of changes in
accounting policies, the Group’s consolidated profit attributable to the
Company’s shareholders for the first half of 2005 was HK$936.5 million,
26.5% higher than that in the same period of 2004.

The encouraging performance was achieved amidst sustained economic
recovery in Hong Kong, burgeoning growth of the Chinese Mainland
consumer market and the Group’s persistent efforts to enhance operational
profitability.

INTERIM DIVIDEND

The Board has resolved to declare an interim dividend of HK$0.13 per share
for the six months ended 30 June 2005 (2004: HK$0.11 per share) payable
on or about 26 October 2005 to shareholders whose names appear on the
Register of Members of the Company on 3 October 2005.

PROSPECTS

Our results in the first half of 2005 reflect solid profitability improvement
attributable to steady revenue growth, disciplined cost management, while
investing for the future, and improved efficiency. The Group has an objective
of becoming the largest consumer company in China with business focus on
retail, brewery, food and textile. Non-core assets will continue to be
restructured or divested in a manner consistent with our shareholders’
interests. The disposal of CRE Building and our stake in Xuzhou VV Food &
Beverage during the period best demonstrates our commitment to this
exercise. Therefore, to a large extent, the results also indicate the progress
and strength of our transformation to focus on consumer-related businesses.

There has been considerable improvement in our supermarket operation
following the introduction of various measures to optimise and rationalize
the business. Taking advantage of the removal of foreign investment
restrictions in retailing, the acquisition of the residual stakes in CR Vanguard
and Suguo from our parent company was completed in May this year. This
enables us to further promote the synergies derived from centralized
management and enhanced bargaining power over suppliers. Concurrently,
renovation of existing hypermarkets and ongoing store format remodelling
will further distinguish us from competitors and gradually build up our core
competence. The Group’s brand-fashion distribution business has also
performed well following the decision to terminate distribution of certain
low profitability brands about two years ago. We will continue to take a
prudent approach with emphasis on investment return but the expansion of
some well-established brands will accelerate. The repositioning of our
department store business in Hong Kong has also proven to be successful.
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Over the past ten years, our brewery operation has been rapidly building up
geographical coverage and market share. During this process, we are
particularly encouraged by the development of our national brand, SNOW,
being one of the fastest growing national brands in the mainland. Whilst
market consolidation and brand marketing will remain crucial, we are targeting
profitability as driver for future growth. Higher utilization rate, lower
production costs, more effective branding strategy and stronger distribution
channel management are at the core of this objective. We will continue to
strengthen our presence in the existing districts so as to attain regional
dominance. The acquisition of breweries in Jiangsu, Zhejiang and Anhui
provinces last year has further boosted our production capacity and enhanced
our capabilities to integrate for competitiveness.

The recent outbreak of the deadly bacterial diseases amongst livestock has
temporarily affected fresh meat consumption in Hong Kong. However, as
we also distribute other types of meat products, the overall impact has been
mitigated. Over the long term, tighter control of hygiene in livestock farming
and slaughtering following these incidents are expected to improve the
prospects of our meat processing projects in the mainland as food safety will
be further promulgated. On the other hand, general food distribution under
the “Ng Fung” brand, including frozen food products, rice, dumplings and
basic groceries, has been growing fast in Hong Kong and becoming a new
driver for our food processing and distribution operation.

The Group has been deploying resources cautiously to balance opportunities
and challenges. The removal of global textile quotas from 1 January 2005
has initially stimulated exports of textile products from the Chinese Mainland.
However, subsequent imposition of protective quotas by the United States
and European Union over concerns of dumping has created uncertainties in
the market. Against the new competitive landscape, our textile operation
will further develop through technology upgrade. By producing higher end
textile products, our gross margin will be enhanced and our reliance on cotton
prices be reduced. Similarly, our petroleum and chemical distribution business
has benefited from the rising oil prices. Although oil prices would remain
volatile, the operation’s earnings base has been strengthened through
investment in mainland piped gas projects which provide steady and growing
income.

With leading presence already established in our business domains, the Group
will focus on execution and organic growth, whilst at the same time, exploring
the marketplace for attractive business opportunities. The robust economy
of the Chinese Mainland and the recent revaluation of the Renminbi bode
well for the domestic consumer market, where the Group has increasing
exposure. The younger generation is embracing consumer activities as a form
of entertainment and an intrinsic part of their lifestyle. This presents a unique
opportunity for our brewery and retail businesses to develop their niche and
growth platform. In Hong Kong, consumer spending will continue to benefit
from the improving employment market, flourishing inbound tourism and a
generally positive economic outlook. In sum, we are making great progress
towards our strategic goals and are optimistic about the prospects for the
remainder of the year.
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INTERNAL CONTROL

The Group is committed to the establishment of a sound internal control
system for achieving its business objectives and enhancing shareholders’ value.
The internal control system is designed to safeguard shareholders’ investments,
protect the Group’s assets and assure against material financial misstatements.
The Board has overall responsibilities for maintaining an adequate system of
internal controls and reviewing its effectiveness through the Audit Committee.
The Audit Committee meets with the senior management, internal and
external auditors on a regular basis and makes recommendations wherever
appropriate to the Board for control enhancement.

The Group’s internal audit department adopts a risk-based approach in
planning its internal audit activities. It aims to ensure proper internal controls
are in place, both at the entity level as well as the transaction level. It also
examines the operation’s efficiency and compliance with the prescribed
policies, procedures and local laws to make sure good business practices are
applied consistently for all business units within the Group. Based on the
assessment for the six months ended 30 June 2005, the Board has reviewed
and is satisfied with the effectiveness of Group’s internal control system.

INVESTOR RELATIONS

Investor relations management has become a crucial aspect in utilizing
corporate resources. We strongly believe that the outlining of a comprehensive
investor relations strategy is the key to success for healthy corporate
development. The Group has always acknowledged an imperative importance
of maintaining a transparent, impartial and interactive communications with
its investors. The annual global roadshow in April 2005 provided an excellent
opportunity for senior management of the Group to meet with worldwide
investors from Europe, US, Japan and Singapore. The emphasis this year was
on our brewery division and investors were able to acquire in-depth and
latest information of the Group’s brewery business. During the period under
review, we met with over 400 analysts and fund managers in about 150
meetings for discussion of the Group’s performance and development plans.
It is our target to continue our devotion in maintaining a well-versed
communication with our investors in coming future.

SOCIAL RESPONSIBILITY

As a responsible corporation, the Group has been participating actively in
various community service programs, both in Hong Kong and the Chinese
Mainland. Enthusiastic responses for the walkathon in January and the soccer
game in August clearly demonstrated a caring culture rooted in our Hong
Kong office. Business units in the Chinese Mainland also initiated many
community service activities, ranging from fund raising charity functions, blood
donation drive and even a “Clean the City” campaign. Equally, the Group
has endeavored continuous efforts in environmental protection. All business
units highly observed the practice of environmental protection throughout
our operations.

APPRECIATION

On behalf of the Board of Directors, | would like to express my heartfelt
gratitude to a team of dedicated staff for their unfailing service and to our
shareholders for their enduring support to the Group.

SONG LIN

Chairman

Hong Kong, 8 September 2005
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