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PRESS RELEASE 

SHANGHAI INDUSTRIAL REPORTS HK$521M INTERIM PROFIT 
PAYS 20-CENT DIVIDEND
*********

NEW ACQUISITIONS AND SHAREHOLDING 
INCREASES TOTAL RMB$800M

INTERNAL RESOURCES RE-ALIGNMENT SPEEDING UP

PAVING WAY FOR MAJOR M&A ACTIVITIES
(August 25, 2005 – HONG KONG) Shanghai Industrial Holdings Limited ("SIHL") announced that for the six months ended June 30, 2005, the Group’s turnover totalled approximately HK$2.714 billion, an increase of about 60.4% over last year. Net profit amounted to approximately HK$521 million, a decrease of about 43.8% against last year’s which included an exceptional gain exceeding HK$600 million attributable to the listing of SMIC. Earnings per share was HK54.2 cents. SIHL’s board of directors have resolved to pay an interim dividend of HK20 cents per share, same as last year. 

Mr Cai Lai Xing, chairman of SIHL, indicated that under the influence of the mainland government’s macro economic adjustment policy, operating costs have increased and competition intensified, bringing considerable pressure to the SIHL group of companies.  SMIC and Huizhong Automotive, engaged in semiconductors and autoparts businesses respectively, suffered losses during the first half of 2005.  Nevertheless, SIHL’s core businesses of infrastructure and medicine continued steady growth, and reported net profit growth of 57.7% and 13.8% respectively.
2005 will be a crucial year for SIHL as the Group is implementing its business restructuring, said Mr Cai.  The restructuring of internal resources, in particular, has quickened in the first half as SIHL expanded its exposure in core businesses.  Investment in medicine businesses was given priority, as illustrated by the Group’s increasing share holding in a number of investment projects, paving the way for more sizeable merger and acquisition activities under discussion.  The ultimate objective is broadening and strengthening SIHL’s investment portfolio in medicine.  Major milestones in the medicine  business in the first half included: (1) asset swap with SI United, the Shanghai A-share company, making the latter a listed company specialized in pharmaceutical products; (2) disposal of 48% equity interest in Sunve Pharmaceutical for RMB155.8 million, coupled with raising SI United’s share holding of Shanghai Medical Instruments from 59% to 99%; (3) increase of shareholdings in Huqingyutang Pharmaceutical and Xiamen TCM to 51% and 61%, for considerations of RMB132.8 million and HK$11.45 million respectively. 
At the same time, SIHL stepped up the scale of merger and acquisition activities as it spent more than RMB800 million in the first half in both new and existing investment projects. These include increasing shareholding in 4 printing associates, acquiring 3 water services projects, plus raising stakes in the 3 pharmaceutical companies described earlier.
Looking forward, the Group will continue with adjustment of its business structure, moving in the direction of consolidating industrial development in its core businesses and achieving synergy in operation. Emphasizing healthy cash flow, profitability and growth, the Group will strive to achieve major breakthroughs in upcoming merger and acquisition activities. 
Mr Cai emphasized that SIHL has maintained a healthy financial position with an interest cover of 25 times and about HK$5.19 billion consolidated cash on hand or HK$3.05 billion net cash.  Total borrowings amounted to approximately HK$2.14 billion with a gearing ratio of about 13.5%. 

SIHL’s principal business sectors include infrastructure, medicine, and consumer products and information technology.

Infrastructure
Infrastructure investments include toll roads, water services and port facilities. Net profit contributed by infrastructure businesses totalled approximately HK$102 million, an increase of about 57.7% from the same period last year, representing about 18.5% of SIHL’s net business profit before net corporate expenses.
Water pricing reforms based on supply and demand and the opening up of the water services market to investors have created huge investment potential and attracted strong interest from domestic and foreign investors. Despite intensified competition, SIHL’s investment arm in water services, General Water of China (“GWC”) successfully secured three water services projects with investment amounts totalling RMB425 million.  They include two water supply projects in Xianyang, Shaanxi and a sewage treatment project in Shenzhen, Guangdong. The combined handling capacity of the three new projects reached 630,000 tonnes, resulting in an aggregate of 3.4 million tonnes of water supply and sewage treatment capacity for all GWC investment projects. 
Affected by the extension work of the Jiangsu Section, the operating results of the Shanghai-Nanjing Expressway (Shanghai Section) declined in the first half of this year.  Traffic flow totalled 6.93 million vehicles, and daily average toll revenue was approximately RMB507,900, a decrease of 2% from the second half of the previous year. Revenue from principal operations amounted to approximately RMB92.18 million. The extension work of the Shanghai-Nanjing Expressway (Shanghai Section) progressed steadily, having completed preliminary works of pilot piling. The extension project is scheduled to be completed by the end of 2006, after which the vehicle traffic volume and toll revenue are expected to rise accordingly. The newly-acquired Yongjin Expressway (Jinhua Section) is scheduled to open for traffic in the fourth quarter of this year and is anticipated to bring in steady revenue. 
The Pudong Waigaoqiao Container Terminal Phase One Project reported higher-than-expected results in the first half as it achieved the best ever half-year performance since its establishment in 2002. Throughput totalled 1,233,500 TEUs while turnover and profit stood at RMB423 million and RMB228 million, representing an increase of 11.97%, 20.09% and 33.48% respectively over the corresponding period last year.

Medicine

Medicine businesses contributed HK$95.31 million to the Group’s net profit, an increase of 13.8% from the same period last year, representing 17.3% of the Group's net business profit before net corporate expenses. 
Chinese Medicine and Health Food

The Group’s prescription drugs, in particular injection products, grew rapidly. Shen Mai Injection had a record turnover of RMB172 million, up 14.9% from last year. Sales of Dan Shen Injection and Herba Houttuyniae Injection have climbed 17.8% and 58.4% respectively. The "Quantitative Analysis of TCM Compounds and its Application in Manufacturing of Shen Mai Injection", a research project jointly conducted by SIHL and Zhejiang University, won Second Prize in the State Scientific and Technology Progress Award, contributing to securing the leading position of Shen Mai Injection in the mainland market. 
The two Chinese medicine companies acquired last year both posted encouraging growth in the first half.  Liaoning Herbapex reported increase of 11.1% and 6.3% in income and net profit respectively, while Huqingyutang Pharmaceutical posted increase of 39% and 11% accordingly.

For OTC drugs, the sales of "Qingchunbao" Anti-aging Tablets still remained at a stage of adjustment. Sales income amounted to RMB96.42 million, representing a decrease of 46.2% over the corresponding period last year. For health food , "Qingchunbao" Beauty Capsules also recorded a 27.6% drop of revenue at RMB37.94 million. Positive performance was shown in "Qingchunbao" Yong Zhen Tablets and "Huquingyutang" Herba Dendrobium Grain, which were launched within the past two years. Turnover of these two products in the interim period climbed 29% to RMB14.55 million and 875.5% to RMB27.64 million respectively. 

In the area of product R&D, the "Coronary Heart Calm Tablet" developed by the Group is now undergoing clinical trial. "Scutellarin" and "Scutellarin Injection", both Category I Chinese medicine products, have completed pre-clinical trials; the State Food and Drug Administration ("SFDA") has begun assessment of these two new drugs. The "Modern Chinese Medicine for Cystic Hyperplasic of the Breast - Rupixiao Soft Capsules", a research project jointly conducted by SIHL and Shanghai Second Military Medical University, has progressed to the interim testing stage and application for clinical trials has been made to the SFDA. 

Biomedicine

The Group’s biomedicine business showed encouraging performance in the first half. Turnover of a key product "Techpool" Luo An (Ulinastatin) stood at RMB52.75 million, up 28.4% from last year. In March, SI United’s subsidiary Guangdong Techpool completed registration with Japan's Ministry of Health and Welfare for the supply of low molecular-weight Heparin Sodium to the Japanese market. At the same time, Techpool carried out registration work for the sale of finished pharmaceutical products in more overseas countries including Egypt, Iran and Syria. 
In addition, three State Category I new drug projects made progress: (1)“H101”, for treating head and neck tumours (nasopharyngeal cancer), has completed Phase III clinical trials; assessment by state authorities has made considerable progress and the new drug certification expected within this year. (2) “TNF” (Tumour Necrosis Factor), a complementary drug for cancer treatment, is close to the stage of commercial production; production facilities are scheduled to be completed in October, and GMP certification expected in the first half of 2006. (3) Human Urinary Kallikrein "Kai Li Kang", designed for treatment of hypertension and occlusion cerebral and surrounding blood vessels, has passed the assessment test of the SFDA; new drug certification was expected within this year.

Medical Equipment


SIHL’s subsidiary SI United had raised its equity interest in Shanghai Medical Instruments to 99% in March. Shanghai Medical Instruments is engaged in the business of supplying medical equipment including operating theatre equipment and oral instruments. In the first half of 2005, Shanghai Medical Instruments recorded a turnover of nearly RMB300 million. MicroPort Medical achieved encouraging results during the interim period, with record-breaking turnover and net profit of RMB118 million and RMB34.79 million respectively, representing increase of 257% and 491% respectively over last year. 
Consumer Products and Information Technology


Consumer products and information technology business contributed a net profit of HK$355 million, accounting for 64.2% of the Group's net profit before net corporate expenses. Excluding the exceptional profit from the listing of SMIC last year, earnings growth in this sector stood at 19.0%. 
Consumer Products
Nanyang Tobacco reported a turnover of HK$723 million, down 16.5%. The decrease was due to changes in the sales policy effective this year requiring the exclusion of trade discounts from sales. Nanyang’s profit in the first half amounted to HK$210 million, up 31.8%.  At the same time, the company is actively developing new overseas markets including Australia, Middle East, Malaysia and Indonesia.

Wing Fat Printing posted a turnover of HK$283 million and a net profit of HK$64.26 million, representing increases of 20.4% and 1.5% respectively over last year. Wing Fat has also made considerable efforts to consolidate internal resources and invested a total of nearly RMB156 million to raise its shareholding in a number of associated enterprises, including Hebei Yongxin Paper, Huzhou Tianwai Paper, Chengdu Jiuxing Printing and Chengdu Wing Fat Printing. These enterprises represent new sources of growth for the Group’s printing business.

Bright Dairy reported RMB3,467 million turnover, up 6.8% and RMB151 million net profit, up 2.9%.  
Automobiles and Parts

The generally sluggish domestic automobile industry in the mainland with continued downward adjustments of automobile prices has resulted in significant decline in operating income for auto-related companies. Huizhong Automotive and Transportation Electric, both engaged in automobile and parts businesses, together reported sales of RMB1,861 million, a decrease of 46% from last year. Huizhong Automotive reported losses for the first time since its inception, while Transportation Electric managed to report a profit of RMB14.47 million through implementing effective measures in reducing costs and maximizing efficiency.

Information Technology

The semiconductor industry experienced a downturn in its product cycle since the end of 2004, with substantial impact on chip foundries. As a result, SMIC recorded a loss of US$70.44 million in the first half. Nevertheless, the company maintained a 29.5% increase in sales. Based on demand forecasts provided by its customers, SMIC expected to see financial improvement in the second half. 
SII actively promoted the construction of key urban information technology projects and achieved satisfactory results. The number of "Cableplus" subscribers exceeded 200,000, while the number of digital television subscribers jumped to 45,996. A total of 157 additional kilometres of information pipelines were built, providing new network access to 152 buildings. The "Easypay" system reached 3 million user hits with RMB260 million in transactions. 
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