CHAIRMAN’S STATEMENT

Mr. Li Kelin, Chairman

Theboard of directors(the“Board”) of China Shipping Development Company Limited (the” Com-
pany” , together with itssubsidiaries, the* Group”) ispleased to report the audited results of the Group
for the year ended 31st December, 2001.

BUSINESS REVIEW

Theinternational shipping market was adversely affected in 2001 due to the slowing down of the
growth of thegloba economy. Thevolume of cargo shipped by seadecreased by 3.6 %. ascompared
with 2000. Thiswasthefirst timethat the volume of cargo carried by seadecreased since 1986. In
2001, notwithstanding the challengesarising from market changes, the Group adhered toitspolicy of
“market orientation” and continued to develop coastal transportation and expand ocean transporta-
tion”. By making grest effortsto strengtheninternal management and explorenew shipping market, the
Group accomplished its operation target and increased its profitsin 2001 as compared with 2000.



The Group’snet turnover for the year ended 31 December 2001 was Rmb3,894,926,000, represent-
ing an increase of approximately 22.1 %. as compared with 2000. Profit before tax was
Rmb438,313,000, representing an increase of 34.9 %. ascompared with 2000. Net profit from ordi-
nary activitiesattributabl eto sharehol derswas Rmb325,258,000, representing anincrease of 15.4 %.

as compared with 2000. Earnings per shareis Rmb 0.1093, representing an increase of 15.4 %. as
compared with 2000.
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Breakdown of cargo handled by volume (billion

tonnenautical miles):

Increase/
Geographical (Decrease)
area of operations Description 2001 2000 %
Coal transportation 25.1 244 29
Domestic Qil transportation 17.6 148 189
Others 3.4 29 172
Sub-total 461 21 95
Coal transportation 1.2 24 (50.0)
International Qil transportation 23.6 191 236
Others 9.3 118 (212
Sub-total 34.0 333 24
Tota 80.2 754 64
Breakdown of turnover (Rmb million) :
Increase/
Geographical (Decrease)
area of operations Description 2001 2000 %
Coal transportation 976.2 47 33
Domestic Qil transportation 1,621.0 12850 26.1
Others 146.2 1237 182
Sub-total 2,743.4 23534 166
Coal transportation 20.7 356 (419
International  Oil transportation 9790 6353 541
Others 249.8 2495 01
Sub-total 1,249.5 9204 %38
Total 3,992.9 32738 220
Business tax
and surtax 98.0 830 181
Net turnover 3,894.9 319038 21



Breakdown of gross profit of the group

(Rmb million):

Increase/
Geographical (Decrease)
area of operations Description 2001 2000 %
Coal transportation 176 148 189
Domestic Qil transportation 555 374 484
Others 23 13 769
Sub-total 754 535 409
Coal transportation 5 ©)
International Qil transportation 209 A 1488
Others 12 3 3000
Sub-total 226 1373 169.0
Tota 980 619 583

1. Achieving the highest volume in oil
transportation

In 2001, therewere some changesin the oil transportation market. Firstly, the shipping volumeof oil
from domestic pipe oil and the imported oil transhipped at domestic ports decreased. Secondly, the
shipping volumeof ocean oil increased, and thetransportation of refined oil wasfull of fierce competi-
tion. Significant changestook placeintheinternationd oil shipping marketinthefourth quarter of 2001.
Theinternational shipping market remained vibrant during thefirst ninemonthsof 2001, and recorded
adrop in activities since the terrorist attack happened on 11 September 2001 in America. Having
regard to the changein market environment, the Group madethefollowing adjustment to itsoperating
drategies.

I.  TheGroup made great effortsto exploretheforeign trade oil shipping market, and entered into a
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seriesof long term contracts of affreightment (the"COA™) with itsmajor customers. The Group
actively arrangedfor tankersto undertakeshipment of imported bunker oil. TheGroup a so organised
sometankersto undertake the shipment of naphthafromtheMiddle East to East Asia. The Group
succeeded in entering into agreementsfor shipment of crudeoil (for export) with somedomestic
cargo owners. Therevenuederived fromforeigntradeoil shipment wasRmb 0.979 hillion, repre-
senting anincrease of 54 %. as compared with 2000.

ii. The Group took advantage of the favorable market opportunity to increaseits market sharein
ocean oil transportation market and effective measuresto further strengthen its cooperation with
ocean oil companies. The Group transferred several crude oil tankers equipped with Inert Gas
System to undertake shipment of ocean oil, and arranged the shipment schedul e according to the
requirements put forward by the ocean oil companies. Asaresult, the Group won high appraisa
from cargo owners. Thevolume of ocean oil shipped by the Group was 15.7791 milliontons, and
therevenuederived from ocean oil transportationwasRmb 0.811 billion, representing increases of
15.57 %. and 31.18 %. respectively as compared with 2000.

iii. The Group made agreat effort to enlargeits market sharein theforeign trade oil transportation
market. Following active measures, the Group succeeded in entering into the 2001 COA for trans-
porting crudeoil from Chinato Japan. Meanwhile, the Group opened up excellent shipping routes
from the Middle East to Japan and Koreafor the shipment of naphtha. In addition, the Group
opened up another two shipping routes: Nan Hai Ocean platform/Ddian/Northeast Asia/Huangpu
and the East Asa/lEast China/Southeast AsialEast China, o asto decrease empty |oad distance of
tankersandimprovetheefficiency of shipping capacity.

iv. TheGroup madeagrest effort to securethe shipment for domestic refined oil so asto maintainits
market share. With therecovery of therefined oil shipping market in March and April 2001, the
Group took advantage of the favorable opportunity, and signed agreementswith certain cargo
ownersfor shipment of refined oil of 300,000 tons per month, so asto secure certain stability in
shipment for domesticrefined oil. Meanwhile, with the activebunker oil market andtheincreasein
transportation requirement, the Group transferred certain tankers of 15,000 tonsand 24,000 tons
to undertakethe transportation of bunker oil.




v. InJune2001, the Company accomplished the acquisition of 20 oil tankersfrom Guangzhou Mari-
time Transport (Group) Company Limited whichisawholly-owned subsidiary of ChinaShipping
(Group) Company, the controlling shareholder of the Company. Asaresult, the Group further
increased itsshipping capability. Therevenuederived from the operationsof the 20 oil tankerswas
Rmb407.69 million, and thegrossprofit wasRmb153.91 million for thesecond half of 2001, which
madeimportant contribution for theincreasein the Group'soperating results.

The Group achieved thehighest level in ail trangportation sector in 2001. Therevenuearising fromoail
transportation was Rmb2.6 billion, representing an increase of 35.4 %. ascompared with 2000. The
grossprofit realised by the Group for 2001 was Rmb763 million, representing an increase of 66.8 %.
as compared with 2000.

2. Further increase in dry bulk cargo
transportation

In 2001, the demand for international dry bulk cargo transportation decreased. The Baltic Dry Bulk
Cargo Index (the"BDI") dropped to 900 points at the year end from 1600 points at the beginning of
2001. Thedomestic coastal dry bulk cargo transportation remained stablefor 2001. During the second
half of 2001, resources of coa at thefive portsin northern China, namely Qinghuangdao, Tianjin,
Rizhao, Qingdao and Lianyungang, werein short supply, which adversely affected the efficiency of
cargo vessels. Thefreight rate of coal in southern Chinain 2001 fluctuated, and dropped by over
RmbO0.5 per ton. Faced with such changesin the shipping market, the Group hastaken thefollowing
measuresto explore new markets:

I.  TheGroup continued to develop and expand its coastal transportation, and made active readjust-
ment to itsoperating strategies. Firstly, the Group set up officesin the eastern, northern, northeast-
ern, and southwestern parts of Chinaand Fujian Province, Chinato canvasscargo, and improved
the efficiency of itsnetwork. Secondly, the Group spread the cargo owner manager system and
provided specific servicesto different customers. Thirdly, the Group adopted competitive Strate-
giesto enter into long term contractsfor shipment with the major cargo owners, and stabilised the
coal transportation businesses. In addition, the Group has aso made great effortsto gain new
businessof coal transportation of Xiamen Songyu Electricity Plant, Zhangzhou Houshi Electricity
Pant, Huaneng (Fuzhou) Electricity Plant, and sand transportation from Fujian Provinceto north-
ern China. In 2001, the Group hastaken up 44 %. of the domestic coal transportation market, and
56 %. of thecoal shipping market in southern China.
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ii. TheGroup hasdiversifiedinto the businessof ocean transportation of cargo by signinglong term
COA swith customerswhichmajor in ocean transportation by voyage chartering or timechartering.
In 2001, the Group implemented thelong term COA of phosphate rock from Chinato Japan, and
the COA of cement from Japan to Dongguang of Guangdong Province, China. In addition, the
Group hasentered into COAsof metal oresfrom Australiato MaAn Shan Steel Cooperation and
from Australiato Nanjing Steel Cooperation, COA of phosphaterock exported from Zhengjiang
of Jiangsu Province, China, COA of cement from Japan to Hong Kong and COAs of exported
coal and coke.

In 2001, the shipping volume of dry bulk cargo carried by the Group was 39 billion ton nautical
miles. Therevenuederived from dry bulk cargo transportation was Rmb1,392,920,000 represent-
ing an increase of 3 %. as compared with 2000, and the gross profit realised by the Group was
Rmb216.32 million, increasing by Rmb55.91 million and 35 %. as compared with 2000.

3. Container transportation facing tremendous
challenges

In 2001, China Shipping Container LinesCo. Ltd. ("CS Container Lines"), an associate of the Com-
pany, faced tremendouschallenges. In 2001, theglobal shipping capacity of container vessalsincreased
by 12.3 %., and the averagefreight rate dropped by over 20 %. ascompared with 2000. ChinaExport
Container Complex Index dropped to 900 points at the year end from 1200 points at the beginning of
2001. Faced with such difficult market situation, the Group adopted a series of active measuresto
decreasethe operating risk so asto ensurethe continuous devel opment of container transportation.

1. CSContainer Linesdecreased thevessalsdepl oyed in the European and American linesaccording
to the market changes. The European line and the Mediterranean line were merged together in
August 2001. In addition, CS Container Linesadjusted the portsof callingonthe Americanline.
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