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Prospects

PROSPECTS AND FUTURE INVESTMENT PLANS
The current stagnancy of construction activities in Hong Kong is

expected to continue in 2006, but selling prices of cement and

ready-mixed concrete are expected to rise mildly. The Directors

believe that the performance of Group’s cement business and

associates’ ready-mixed concrete businesses in Hong Kong will

be better than that of 2005.

Mainland China continued to be the Group’s primary target

geographical area in the expansion of its business. The Directors

consider that construction material businesses have a long-term

perspective due to their indispensability for a country’s economic

growth. Accordingly, the macroeconomic austerity measures to

curb excessive investment in the cement industry currently in

force will not deter the Group’s strategy in seeking for new

investment opportunities in Mainland China.

• The joint venture in Wuhu will actively seek to develop its

sales within Anhui Province and outside Mainland China to

mitigate increased competition in Shanghai, its major target

market but currently having more competitors. Total sales

quantity and average selling prices are likely to be similar to

the levels in 2005.

• As the Fuzhou operations have run in towards the end of

2005, a significant increase in sales quantity in the coming

year is expected and the Directors are confident that they

will perform considerably better in their first full year of

commercial operation. In addition, the market condition in

Fuzhou and its vicinity is promising and the Group is planning

to construct an additional production line with an annual

production capacity of 750,000 metric tonnes within the

present premises. The construction of new plant is expected

to commence in the second quarter of 2006 and complete

by the fourth quarter of 2007.

750,000
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• The Group’s slag powder joint venture in Liuzhou is expected

to increase its contribution to the Group’s profit by taking

advantage of the high demand in slag powder in the Pearl

River Delta region in Guangdong and Guangxi Provinces.

The construction of additional slag powder production line

with an annual production capacity of 700,000 metric tonnes

was postponed after a closer assessment of the site where

the future plant is to be located for convenience of accessing

raw materials. The choice of site for the new plant has been

confirmed and construction of the new production line and

its ancillary facilities are expected to commence in the second

quarter of 2006 and complete by the third quarter of 2007.

• The two cement production lines of the Yingde cement

manufacturing base commenced to operate commercially in

March 2006 and they are expected to become the major

operation and profit contributor of the Group in the future.

Despite the increased presence of competitors in Guangdong

Province, the continuing prosperity of the Pearl River Delta

region and the government’s policy of eliminating inefficient

vertical shaft kilns from which more than 60% of cement is

currently produced in the locality and replacing them with

new dry process kilns, will enable the Group’s Yingde cement

manufacturing base to have a f irm foothold in the

construction materials market there. Taking advantage of

the advantageous market condition, the Group will start to

construct two additional production lines with an aggregate

annual cement production capacity of 4.5 million metric

tonnes in the second quarter of 2006 and they are expected

to complete by the fourth quarter of 2007.

700,000

60%

4,500,000
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Upon completion of all of the above-mentioned existing and

planned projects by the fourth quarter of 2007, the Group will

have an annual cement and slag powder production capacity of

approximately 13 million metric tonnes in Mainland China, which

exceeds our original target of achieving an aggregate annual

production capacity of 10 million metric tonnes over the same

time frame.

In the implementation of the above investment plans, all financing

methods, including equity, debt or other means, wil l be

considered so long as such methods are beneficial to shareholders

as a whole.

13,000,000

10,000,000


