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ERBAE—EHTHE CHAIRMAN'S STATEMENT — REVIEW OF OPERATIONS

o b

Infrastructure and Others

The infrastructure and others division reported net profit before
corporate interest and expenses of HK$642.4 million, an increase
of 23.4% over the same period of the previous year.

Container Terminal

HIT Investment Limited (“HIT”), in which the Group has a 10%
stake, reported good results. In Hong Kong, HIT’s operation in Kwai
Chung experienced combined throughput growth of 10%, reflecting
an increase in trade volumes in the Asian region and globally.
Throughput at the Yantian facility grew by over 35%, following the
completion of this port’s second phase expansion at the end of 1999.

Construction Materials

Redland is principally engaged in the production, distribution and sale
of ready-mixed concrete in Hong Kong. The directors believe Redland
is one of the major ready-mixed concrete producers in Hong Kong
with a market share of approximately 14%. Redland recorded
satisfactory earnings growth in 2000 on the back of continued cost
reduction and improved productivity. In view of the government’s
continued effort to increase the supply of public housing and
infrastructure spending, the directors expect that the overall demand
for ready-mixed concrete in Hong Kong will remain steady in the

coming year.

Banking

As announced by the directors of The HKCB Bank Holding Company
Limited (“HKCB Holding”) on 22nd February, 2001, the
consolidated profit attributable to shareholders of HKCB Holding for
the financial year ended 31st December, 2000 amounted to
approximately HK$361.8 million, which was approximately 794.6%
over the profit of HK$40.4 million for the corresponding period in
1999. The surge in profit was partly attributable to a gain of
approximately HK$260.6 million arising from the disposal of
investments which were inconsistent with HKCB Holding’s
strategies. HKCB Holding’s core profit, excluding the exceptional
gains arising from disposals, still reflects a year on year growth of
approximately 150.40%. The improvement of HKCB Holding’s core
business is quite evident as reflected by a 33.9% rise in net interest
income compared with 1999. There was also a spectacular drop in
the level of HKCB Holding’s non-performing loans to about 9.1%,
significantly below the double-digit level recorded in previous years.
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Infrastructure and Others

HKCB Holding’s financial position remains
extremely strong, with its capital adequacy ratio
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currently stands at 31.7% and liquidity ratio
maintains at 61.6%. HKCB Holding is
transforming itself to become a responsive and
technologically innovative provider of quality
financial services to our chosen customers and

market segments.

F AT
HKCB Bank

Retail and Distribution

Following the acquisition of China Resources Retail (Group)
Company Limited during 1999, the Group has become one of the
largest retail distributors in Hong Kong, owing a chain of 9
department stores operating under the name of Chinese Arts &
Crafts (H.K.) Limited and CRC Department Store Limited, all
located in the prime business/shopping districts of Hong Kong. In
Chinese Mainland, the Group is also fast becoming a dominant
retail distributor with an extensive distribution network of over
350 boutiques distributing “Esprit”, “Red Earth” and several
brands in high-end fashion; specializing in the distribution of
luxury goods, apparel, fashion accessories and cosmetics. The
retail and distribution business reported satisfactory performance
in the year.

Capital and Funding

The Group was at a net cash position as at 31st December, 2000.
To further strengthen its financial capability during the year
under review, the Group through its wholly-owned subsidiary,
CRE Finance (Hong Kong) Limited, entered into a 5-year
HK$2,900 million syndicated facility (the “Facility”) with 22 local
and international financial institutions in June 2000. The
proceeds of the Facility were principally for the use of general
corporate funding requirements of the Group.

The Group’s borrowings, which are mainly in the form of
syndicated loans and floating rate notes, are principally unsecured
loans at floating rates. The Group’s foreign exchange risk is
negligible since majority of its borrowings are denominated in
Hong Kong and US dollars. In view of the current attractive debt
market conditions, the Company’s current preference is to
consider raising funds from the debt market.
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ERBAE—EHTHE CHAIRMAN'S STATEMENT — REVIEW OF OPERATIONS

The Group’s performance for the financial year under review has
been encouraging with most of its business divisions recording
growth in both turnover and net profit. On the back of a gradual
recovery in the Hong Kong economy and the Chinese Mainland
economy expected to grow at an annual rate of 7%, the outlook
for the Group’s businesses is positive.

The Group is considering efficacious means to position itself as
Asia’s leading distribution company to capture the business
opportunities presented by China’s accession to the World Trade
Organization, particularly in the Chinese Mainland. The directors
are assessing various proposals to assimilate and enhance the
value of the Group’s distribution and logistics related business.
The Group will also continue to seek investment opportunities
from either parent company or third parties, which are in line
with the intended future expansion strategy and which will
continue to improve its earnings quality and provide recurring
profit growth.

The Group has the financial strength necessary to carry out any
restructuring plan, which is in the best interest of its long-term
development. The directors shall ensure that the restructuring
plan will be carried out in a controlled manner, that is, without
effecting the Group’s overall earnings and financial stability. The
Directors are confident that the proposed restructuring plan shall
propel the Group into a new era of development.

Appreciation

On behalf of the Board of directors, I would like to take this
opportunity to express my sincere thanks to all the Group’s
employees for their continuous support and dedicated services.

By Order of the Board
Ning Gaoning Chairman
Hong Kong, 11th April, 2001
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