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Final results
Despite the unexpected economic contraction caused by severe acute respiratory

syndrome, or SARS, in the first half, the Group achieved satisfactory results in

2003 reflecting the strength of our management team and resilience of our

businesses. Consolidated turnover for the year ended 31 December 2003 rose

20.2% over 2002 to a record HK$34,655.2 million. Profit attributable to

shareholders was HK$1,455.2 million, 3.6% higher than the previous year.

Earnings per share, on a weighted average basis, was HK$0.70 compared to

HK$0.68 in 2002.

Dividends
The Board recommends a final dividend of HK$0.14 per share for 2003 (2002:

HK$0.13 per share) payable on or about 15 June 2004 to shareholders whose

names appear on the Register of Members of the Company on 27 May 2004.

Together with the interim dividend of HK$0.10 per share, the total distribution

for 2003, excluding the special dividend, will amount to HK$0.24 per share

(2002: HK$0.22 per share). In July 2003, a special interim dividend was paid

by way of a distribution in specie of one share in China Resources Cement

Holdings Limited (“CR Cement”) for every ten shares of the Company. There

was also a special dividend of HK$0.25 per share paid in February 2002 for the

disposal of the Group’s investment in a banking business.

Closure of register
The Register of Members will be closed from 27 May 2004 to 2 June 2004,

both days inclusive. In order to be eligible for the final dividend, all completed

transfer forms accompanied by the relevant share certificates must be lodged
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with the share registrars of the Company, Standard Registrars Limited of Ground

floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai,

Hong Kong, not later than 4:30 p.m. on 25 May 2004.

Strategy implementation
Corporate strategy
To capitalize on the booming consumer market in the Chinese Mainland and

maximize the synergies among our businesses, the Group is committed to a

unique retail-led distribution model. The Group’s food, beverage and textile

operations have started to form part of the supply chain for our supermarket

business. Ng Fung Hong, for example, is the single largest supplier to our

supermarkets in Hong Kong. With its gradual expansion into the mainland

meat market targeting the major cities, it will grow together with our mainland

supermarket business. To help “Snow”, the national brand of our brewery

business, penetrate into provinces of the Chinese Mainland where the Group

does not have any brewery, the beer was introduced to our supermarkets

starting last October. In fact, it is the first time that “Snow” is available for sale

in our Southern China supermarkets. The garment division of our textile

operation is also looking into the possibility of manufacturing apparel-related

private labels for our supermarket operation.

The rapid growth of our retail business, led by our supermarket operation, is

expected to drive the development of our supply chain business with significant

synergies through this internal integration. For the retail business, there will

be less agency involvement and more control over value-added stream. For

the supply chain business, the benefits include expanded distribution network,

lower sales and marketing costs as well as more effective customer feedback.

Though execution of this retail-led distribution corporate strategy is at an initial

stage, the progress has been satisfactory.

On the other hand, the Group has started to dispose of its non-core businesses.

We have successfully reorganized our concrete business and distributed the

interest to our shareholders in the form of a dividend in specie. The new

company, CR Cement, was listed on the Hong Kong Stock Exchange by way

of introduction on 29 July 2003.

Business strategy
The new management team at our supermarket operation has successfully

implemented strategies in the second half of the year to revive the business.

These included embarking on a cost saving program to reduce salaries and rentals,

launching a new supplier rebate system to encourage volume discount, enhancing

the efficiency of our supply chain as well as re-branding the whole business. As

a result, there has been a significant improvement at the supermarket operation

with losses reduced consecutively for the last two quarters in 2003.



�� !=   Chairman’s Statement

�
�
 
!
"
#
$
%

= C
hi

na
 R

es
ou

rc
es

 E
nt

er
pr

is
e,

 L
im

it
ed

8

To increase the core competence of our retailing businesses, the Group acquired

our parent company’s logistics business in July last year. It was then integrated

with the Group’s existing logistic operation to meet our own demand in the

long term, especially in the area of fast-moving consumer goods.

Other businesses have also rolled out their respective strategies steadily. In

particular, since the implementation of the national brand strategy in 2002,

sales volume of “Snow” has increased rapidly and it accounted for about 26%

of our total beer sales volume last year. To facilitate national brand development

and centralized management, our brewery business has also been acquiring

the minority stakes from its joint venture partners, including the Wuhan and

Jilin breweries in 2003. The technology upgrade program at our textile business

is poised to enhance our operational efficiency and increase the proportion of

high end products, boosting the overall margins. In addition, our food

distribution business has entered the Chinese Mainland meat market with a

target on the major cities. Though falls outside the retail supply chain, our

petroleum and chemical distribution business is also looking for growth

opportunities in the Chinese Mainland, such as the piped gas market.

Operating environment
The major market segments in which the Group’s supply chain operates saw

decent growth last year. Retail sales in the Chinese Mainland grew 12% in

2003 to about RMB4,600 billion and market consolidation had accelerated. In

2002, China’s top 100 chain store retailers' sales constituted 6% of total retail

sales. In 2003, top 30 retailers already constituted the same percentage. Of

the total sales of RMB270 billion generated by the top 30 retailers, supermarket

operators represented around 57%, reflecting the rapid development of this

modern format of shopping.

For the mainland brewery market, total production volume increased by about

6% last year to 25.4 million kilolitres. In 2003, the top three players accounted

for approximately 31% of the market. It was only about 15% ten years ago.

The production of cotton yarns and fabrics in the Chinese Mainland increased

by 16% and 9% respectively in 2003 over the previous year. We were ahead

of the industry growth with yarns and fabrics production increased by 30%

and 11% respectively over the same period.

The mainland meat industry currently enjoys a stable annual growth rate of

3% to 5% in consumption. Pork consumption per capita in China is still very

low on international scale. Improving living standards in China will boost pork

consumption and narrow the gap with more developed countries.
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