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TEXTILES
The Group acquired the textile business from its parent, CRH, in January 2002

for a consideration of approximately HK$940 million. The textile business,

established in the late 1950s, is one of the leading players in the textile industry

engaging in the manufacturing and distribution of textiles and garments in

the Chinese Mainland. The acquired business has an established network for

imports and exports with a strong base of supply and customers around the

world. In order to strengthen the management for the textile operation, the

Group also acquired the minority interests of several operating units in

Shandong in May 2002 and a controlling interest in a company in Hebei in

November 2002. With a view to reduce operational and production costs of

the acquired business and to facilitate the Group‘s plan to increase its market

share in the highly fragmented textiles and garment manufacturing industry

in China, the Group announced in February 2003 the acquisition of 51%

interests in China Resources Jinhua Co. Ltd., a Shenzhen-listed company, for a

consideration of RMB163.5 million. The completion of acquisition is subject

to regulatory approvals including a mainland waiver from making a general

offer. In addition, the Group entered into an agreement in March 2003 to

acquire a textile production operation in Jiangsu. In order to upgrade product

quality aimed at improving profit margins, the Group has started a program

in late 2002, funded through internal resources, to replace old machines

with advanced ones. The west coast port lockout in the United States in

September 2002 has insignificant effect to the garment exports business.

For the year ended 31 December 2002, the operation reported a turnover

of HK$2,521.5 million and a net profit before corporate interest and

expenses of HK$164.3 million. Under the provision of profit guarantee

from CRH, the guaranteed profit at HK$160.0 million was met for the year

under review.

The Group is optimistic that the operation will tur n more competitive in

the market place and contribute good returns when the effects of technical

upgrade begin to take root.
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PROPERTY
The property market in Hong Kong was lackluster for the year under review.

Net rentals of office and industrial properties continued to slide and had

returned to the level in 1988. The Group’s rental income was affected by

property downturn but occupancy rates remained high.

For the year ended 31 December 2002, the property operation reported

a turnover of HK$540.8 million (2001: HK$1,478.9 million) and a net

profit before corporate interest and expenses

HK$220.8 million (2001: HK$512.7 million). The

decline in turnover and profit compared to 2001

reflects the Group's strategy to shift its focus to

retail-led businesses.

PROPERTY DEVELOPMENT

For the year ended 31 December 2002, the

Group’s Hong Kong property development segment, which comprises

its 55% interest in the Villa Esplanada project, recorded a turnover of

HK$70.8 million (2001: HK$999.2 million) and a net profit before

corporate interest and expenses of HK$12.3 million (2001: HK$208.0

million). The developments have been completed with all residential

units substantially sold in prior years. At end of 2002, only 3 residential

units were left unsold. Of the 500 car parks, 211 have been sold and

266 leased as at end of 2002.
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RENTAL PROPERTIES

The Group’s retail properties are located in the prime Hong Kong districts

including Causeway Bay, Mongkok, Tsimshatsui and Tsuen Wan, occupying

a total floor area of about 398,000 square feet. The Group’s New Town

Mall��  at Nan Fung Centre, targeting younger generations, has

enjoyed stable growth in rental income since opened in 2000. Riding on

this success, the Group will take steps in 2003 to revamp its retail properties

at Mongkok with innovative decors and distinctive themes to attract and

retain customers. As of December 2002, most retail properties were fully

leased. The Group’s rental properties held for industrial and office use, has

a total floor area of approximately 812,000 square feet and 163,000 square

feet respectively.

For the year ended 31 December 2002, the Group’s rental properties

segment, which comprises retail stores, office and industrial premises,

reported a turnover of HK$286.5 million (2001: HK$309.4 million) and a

net profit before corporate interest and expenses of HK$148.5 million (2001:

HK$242.5 million). A provision of HK$78.6 million has been made, of which

HK$57.4 million was reflected in the Group's consolidated profit and loss

account and HK$21.2 million to the reserves, to reflect the decline in value

for the investment properties as of December 2002.

The Group is one of the major godown and cold storage owners and

operators in Hong Kong with a total floor area of 1,550,000 square feet.

Due to the weak economy, occupancy rates for godown and cold storage

operations dropped from last year's 91% and 90% to this year’s 89% and

86% respectively. Despite the growing competition and low demands, the

operation still reported a stable performance in turnover of HK$183.5

million (2001: HK$170.4 million) and net profit of HK$60.0 million (2001:

HK$62.2 million) for the year under review.
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INVESTMENTS AND OTHERS
For the year ended 31 December 2002, the Group’s other investments

reported a turnover of HK$518.4 million (2001: HK$774.3 million) and a

net profit before corporate interest and expenses of HK$407.3 million (2001:

HK$169.5 million).

Excluding the asset disposal income of HK$59.1 million and the loss

r ecognised of HK$292.0 mil l ion for the

investment in banking business in 2001, profit

for the year of 2002 increased by 1.2%.

CONTAINER TERMINAL

The Group has a 10% interest in HIT Investments

Limited. The Hong Kong and Yantian deepwater

port operations, which together serve the Shenzhen

and Southern China manufacturing basin, reported combined throughput

growth of 21% and EBIT growth of 11%.

BUILDING MATERIALS

While the performance for the year under review was affected by low

construction activities, the Group is cautiously optimistic of its longer-term

prospect as the government attaches great importance to invest in infrastructure

to maintain Hong Kong’s competitiveness. The Hong Kong government has

announced various key focus areas for developments including Victoria Harbour,

transportation, urban renewal, ports and new towns etc. All these construction

activities will generate positive demand for concrete.

For the year ended 31 December 2002, the operation reported a turnover

of HK$391.5 million, a decrease of 41.3% from that of last year and a net

profit before corporate interest and expenses of HK$53.3 million, a decrease

of 62.4% as compared to 2001.

On 26 March 2003, the Group announced a proposal to restructure the ready-

mixed concrete business by way of distribution in specie of its equity in such

business to shareholders with a view to streamline and focus on its core operations.
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FINANCIAL REVIEW

CAPITAL AND FUNDING
The Group finances its operations principally by cash generated from internal

operations, equity capital and bank borrowings. After fully repaying the

Floating Rate Notes of US$175 million in April 2002 and settling the

HK$2.9 billion syndicated loan, the Group’s borrowings as at 31 December

2002 was HK$5,429.0 million with HK$2,278.5 million payable within 1

year. The Group’s consolidated cash amounted to HK$3,946.1 million.

Committed borrowing facilities available to the Group, but not drawn as at

31 December 2002, amounted to approximately HK$2.0 billion (2001: Nil).

The US$230 million convertible guaranteed bonds, issued by the Group in

May 2001 and due on 31 May 2006, are subject to fixed interest rate while

all other bank borrowings are subject to floating rates.

Calculated on the basis of the Group’s net borrowings over shareholders’

funds and minority interests, the Group’s net gearing ratio remained low

at approximately 9.0%.

The Group has a substantial portion of its assets denominated in Hong

Kong dollars, U.S. dollars and Renminbi. As of 31 December 2002, the

Group has 21.2% of its borrowings denominated in Hong Kong dollars,

39.3% in U.S. dollars and 39.5% in Renminbi. As of 31 December 2002,

the Group had no material exposure to foreign exchange contracts, interest

or currency swap or other financial derivatives.

In October 2002, the Group sealed a HK$3 billion dual-currency syndicated

loan facility. The interest rate has been set at 39 basis points over the

London inter-bank offered rate for the United States dollar loans and 39

basis points over the Hong Kong inter-bank offered rate for the local

currency. The facility will be utilized for refinancing the existing loans and

general corporate funding needs for the Group and its subsidiaries.
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PLEDGE OF ASSETS
As at 31 December 2002, fixed assets with net book value of HK$466.4

million (2001: HK$654.0 million) are pledged for short-term loans in the

sum of HK$370.6 million (2001: pledged for short-term loans of HK$438.3

million and long-term loans of HK$37.6 million).

CONTINGENT LIABILITIES
The Group does not have any material contingent liabilities as at 31

December 2002
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