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The Group’s unaudited consolidated turnover and profit attributable to
shareholders for the six months ended 30 June 2004 amounted to
approximately HK$22,640.6 million and HK$802.0 million respectively,
representing an increase of 39.8% and 7.0% over that of last year.
Earnings per share of the Group, on a weighted average basis, was
HK$0.38 compared to HK$0.36 in 2003. Excluding the sharing of a gain
of HK$143.2 million from the disposal of our interest in the aviation fuel
facility at the Hong Kong International Airport in the half year ended 30
June 2003, profit attributable to shareholders would have increased by
32.2% for this interim period. Improved consumer sentiment in Hong
Kong, continuous growth of the Chinese Mainland economy and the
Group's persistent efforts to revive the retail business have altogether led
to a robust recurring profit growth.

The Board has resolved to declare an interim dividend of HK$0.11 per
share for the six months ended 30 June 2004 (2003: HK$0.10 per share)
payable on or about 1 November 2004 to shareholders whose names
appear on the Register of Members of the Company on 4 October 2004.

The Register of Members will be closed from 4 October 2004 to 8
October 2004, both days inclusive. In order to be eligible for the interim
dividend, all completed transfer forms accompanied by the relevant share
certificates must be lodged 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 30 September 2004.

Following the introduction of various measures to rationalize business
operations and boost profitability, the Group reported strong core profit
growth in the first half of 2004. Despite a relative low base for
comparison due to the impact of SARS in the first half of 2003, the profit
contributions of most operations, notably retail, beverage, food and
property, already exceeded the same period in 2002. Good progress has
been made in the implementation of our retail-led distribution model.
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The supermarket division has recovered from the SARS-affected first half
of 2003 and reported a profitable growth during the period. After
strenuous efforts in modelling, the new superstores opened in southern
and northern China since the beginning of this year have achieved desired
initial results. Further consolidation of our stake in Suguo is expected to
drive synergies of the entire supermarket operations in Jiangsu Province.
Together with the buoyant market environment in Hong Kong and a
revived brand-fashion distribution business in the Chinese Mainland after
terminating distribution of some low profitability brands, the Group is
optimistic that its retail business would continue to show improvement in
the remaining months of this year.

For brewery, the Group will continue to strengthen its market presence in
the North Eastern, Northern, South Western, Central, Eastern and
Southern region of the Chinese Mainland. Construction of a new brewery
in Dongguan will commence in November and be operational in early
2006. There are already immediate synergies and cost benefits to our
existing operations in Anhui Province following the acquisition of two
competitive brewing plants in that district. To offset the impact of the
increase in raw material prices and fuel costs, the Group has started to
increase the beer prices in some areas in June, in line with the local
marketing strategies. The growth of Snow, our national brand for beer,
has been encouraging. To further differentiate the market positioning of
Snow, a new advertising campaign was commenced in July promoting
Snow as the brand associating with “life’s progression” and, hence,
linking the joy and achievements as one grows up.

Our food processing and distribution operation will continue to
investigate the opportunities in the Chinese Mainland meat market and
the two meat processing projects in Shenzhen and Shanghai will start
contributions in the second half of this year and next year respectively.
The textile operation is expected to be difficult in the second half of the
year under prevailing business environment. Competition in the textile
and garment industry will remain intense in the short term. However, with
the efficiency improvement under our technology upgrade program and
the gradual softening of cotton prices, the Group is still optimistic about
the long term prospects of the textile division. The petroleum and
chemical distribution business performed well during the interim period
amidst volatile world oil prices. Sound hedging and inventory control
practices will be emphasised and the Group will continually evaluate
business development potential in the Chinese Mainland.
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In Hong Kong, the gradual disappearance of deflation, improvement in
the unemployment rate, flourishing tourism driven by the increase in
visitors from the Chinese Mainland will nurture positive business and
consumer sentiments. In the Chinese Mainland, the economy has
continued to grow at a fast pace and the retail market has been one of
the beneficiaries. However, surging oil prices, rising interest rates, macro
economic control measures in the Chinese Mainland and the current
outbreak of avian flu in the Asian region will pose challenges for the
Group. We will monitor the changes in our operating environment and
cope with the challenges pragmatically. Our focus will be on improving
the performance of the existing businesses, especially via market
consolidation, district dominance and brand building. The Group has
rising exposure to the mainland and Hong Kong consumer market under
our retail-led distribution model and this would drive our overall
development. With the progress in the first half of the year and the
strategies currently in place to enhance our competitiveness, we are
positive that we will be able to achieve satisfactory results in 2004.

The Group believes that enhancing good corporate governance demands
long-term commitment from management and that the distinctive roles
and functions of different committees are important in strengthening
internal control. During the period, the Audit Committee met to review
the financial and operating performance of the Group as well as to
discuss the impact and material implications of the revised or new
accounting standards on the disclosure of financial information. The
Compensation Committee also met to formulate a structured and fair
remuneration system for directors and scheme of incentives for retaining

and recruiting competent individuals.

Moreover, the Group’s commitment in improving the standard of
corporate governance had drawn the attention from the investment
community. The Company was rated one of the “Best Managed
Companies” in China by FinanceAsia Magazine in its April issue. The
Group will continue to step up its work towards better governance,

internal control and financial disclosure.

The Group’s internal controls system plays a key role in the management
of risks that are significant to the fulfilment of business objectives. The
Group's internal controls system has been designed to safeguarding
shareholders’ investments, protecting the Group's assets and assuring
against material financial misstatements. The Board has overall
responsibility for maintaining an adequate system of internal controls and
conducts regular review of its effectiveness.
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The internal auditors reported to the Board that for the six months ended
30 June 2004, they are satisfied that the Group’s internal controls system
has identified and monitored material business risks attributable to the
Group and that assets are generally safequarded against unauthorized use
or disposition and proper accounting records are maintained.

The Group understands the importance of open, fair and proactive
communication with investors. In February, the Group attended an
investor conference in Shanghai to discuss in detail the progress of its
retail-led distribution model. In April, management of the Group’s
supermarket business participated in a global roadshow to explain their
action plan this year for optimizing its operational performance. Over 60
financial institutions in the US, Europe, Singapore and Hong Kong were
visited with encouraging feedback.

During the period, the Group continued to participate in activities
initiated by different charitable organizations that work on various needs
of the society in Hong Kong and the Chinese Mainland. These activities
involved arousing public’s concern or empathy towards people who suffer
from poverty, lack of education, disease or hazards. Through our property
division, the Group made a contribution to a children education fund in a
hope to support youngsters in obtaining education and to foster their
enthusiasm in striving for better education. It is the Group’s on-going
mission to maximize the return to its customers, employees and

shareholders and at the same time, reward the society in various ways.

On behalf of the Board of Directors, | would like to thank our
shareholders and the communities for their continual support and to all
the staff for their outstanding performance, invaluable contributions and
loyalty.

By order of the Board
NING GAONING

Chairman

Hong Kong, 2 September 2004





