FOR IMMEDIATE RELEASE

SHANGHAI INDUSTRIAL TO ACQUIRE A-SHARE COMPANY

SI UNITED HOLDINGS' CONTROL INTEREST FOR HK$817M

*************

A MOVE TO STRENGTHEN BIO-MEDICINE AND

COMMERCIAL LOGISTICS OPERATIONS

*************

AND TO BUILD UP FINANCING CHANNEL IN

PRC DOMESTIC CAPITAL MARKET

(May 22, 2003 -- HONG KONG) Shanghai Industrial Holdings Limited ("SIHL") announced its acquisition of 56.63% interest of Shanghai Industrial United Holdings Co., Ltd ("SI United"), an A-share company listed in Shanghai.  Total consideration amounted to approximately RMB866 million (equivalent to approximately HK$817 million) and will be satisfied by cash payment.  Upon completion of the acquisition, SI United will become a subsidiary of SIHL.

SI United is principally engaged in bio-medicine and commercial network operations. Companies owned by SI United include United Pharmaceuticals (联合药业), Changzhou Pharmacy (常州药业), United Business Services (联合商务) and Lianhua Supermarket Holdings.  (SI United is currently the second largest shareholder, with approximately 31.73% equity interest, of Lianhua Supermarket which has made an application for public listing on the Stock Exchange of Hong Kong.)  The pro forma consolidated profit before taxation of SI United for the year ended 31st December 2002, in accordance with the generally accepted accounting principles in Hong Kong, amounted to approximately RMB146 million (equivalent to approximately HK$138 million).  The pro forma consolidated net asset value as at 31st December 2002 amounted to approximately RMB1,435.73 million (equivalent to approximately HK$1,354.46 million).

SIHL chairman Cai Lai Xing said that the bio-medicine and commercial network operations of SI United play complementary roles in the core business development strategy currently pursued by SIHL.  With control stakes in SI United, SIHL will directly benefit from the earnings growth in bio-medicine and commercial network operations under the fast-growing Shanghai economy.  Concurrently, SIHL will be able to further develop its own medicine and bio-technology as well as commercial logistics businesses, leading to broadened earnings base.  At the same time, SIHL will take advantage of SI United's listed company status to build up a financing channel in the PRC domestic capital market, thus highlighting its unique edge in simultaneously holding listing companies in both Hong Kong and the mainland.

According to the acquisition agreement, SI United shares to be acquired by SIHL are non-publicly-traded shares held by two companies owned by SIHL's parent company, Shanghai Industrial Investment (Holdings) Company ("SIIC") (together holding 41.6% interest), and three independent vendors (collectively holding 15.03% interest):

	Name of Vendor
	Number of SI United Shares to be sold
	
	Approximate Percentage of Shareholding
	Class of shares*

	1. SIIC Shanghai
	[68,472,000]
	
	[22.34]%
	state shares

	2. City Note
	[59,027,603]
	
	[19.26]%
	foreign legal person shares

	3. Shanghai Weaving
	[27,688,500]
	
	[9.03]%
	state legal person shares

	4. Uni-Shanghai 
	[9,841,230]
	
	[3.21]%
	foreign legal person shares

	5. Shanghai AJ
	[8,551,008]
	
	[2.79]%
	domestic legal person shares

	Total:
	[173,580,341]
	
	[56.63]% 
	


The consideration per SI United share for each vendor is the same at RMB4.9917, representing approximately 50.87% discount to the closing price of RMB10.16 per SI United share on 20 May, 2003 (the last trading date immediately prior to acquisition)；or approximately 50.58% discount to the average closing price of RMB10.10 based on the daily closing prices over the five trading days up to and including 20 May, 2003.  This consideration also represents approximately 10 % premium over the adjusted consolidated net assets per SI United share of approximately RMB4.54 as at 31st December 2002, in accordance with the generally accepted accounting principles in the PRC；or 6.57% premium over the pro forma consolidated net assets per SI United share of approximately RMB4.68 as at 31st December 2002, in accordance with the generally accepted accounting principles in Hong Kong.  The consideration for the acquisition will be funded by internal resources of SIHL.

SI United was formerly known as Shanghai United Woolen Mill Company Limited　（上海联合毛纺织有限公司）, founded in 1981.  It was the first Sino-foreign joint venture in Shanghai.  In 1991, it became the first Sino-foreign joint stock company in Shanghai.  It was listed on the Shanghai Stock Exchange in 1992.  SI United had been acclaimed as one of the "Ten Top Economic Efficiency Enterprises with Foreign Investment ", and chosen as one of China's 500 largest enterprises with foreign investment.  In June 1997, SIIC took over control interest of SI United.  According to a survey on the integrated performance of listed companies in China conducted by China Securities News and Qinghua University, SI United ranks number 205 among all 1,146 listed companies in the mainland, and number 29 among the 129 listed companies in Shanghai.

In addition to bio-medicine and commercial network businesses, SI United is also involved in weaving operations.  In a move to support the above-mentioned acquisition, SIIC will take over the presently loss-making weaving and other related businesses owned by SI United at book value.  Total considerations amounted to RMB 61.94 million (equivalent to HK$58.43 million).
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