1999 Interim Results Announcement
HIGHLIGHTS OF BUSINESS REVIEW

The unaudited consolidated profit attributable to shareholders of the Group for the six months ended 30th June 1999 was HK$578,550,000, representing an increase of approximately 1.6% over the corresponding period last year. Basic earnings per share were HK66 cents. The respective businesses performed as follows:

(I) Infrastructure Facilities 
· During the period under review, infrastructure projects contributed a net profit of HK$366,518,000, representing approximately 63.4 percent of the Group's net profit. The profit was approximately 1.8 percent lower than in the corresponding period last year because of the amortisation of investment costs during the period. The Yanan Elevated Road Project, the Shanghai Inner Ring Road and North-South Elevated Expressway Project operated smoothly and contributed a steady cash flow to the Group. Profit contributions from these projects are relatively stable and the business risks involved are comparatively low. From a business risk perspective, the infrastructure projects balance the Group's recently acquired high technology businesses and provide a solid underpinning for the overall results of the Group. 

(II) Manufacture and Sale of Consumer Products
During the period under review, the consumer products manufacturing and sale businesses contributed a net profit of HK$118,146,000, representing approximately 20.4 percent of the Group's net profit which was primarily attributed by the drop in Nanyang Tobacco' business. Excluding the results of Nanyang Tobacco, the profit was approximately 79 percent higher than in the corresponding period last year. 
Nanyang Tobacco 
· Nanyang Tobacco made a net profit of HK$34,109,000, representing approximately 5.9 percent of the Group's net profit. This proportion has declined from approximately 80 percent for the full year in 1996 to approximately 20 percent last year. As the Group's other businesses grow, this proportion is expected to gradually decline further. 

· The drop in Nanyang Tobacco's business during the interim period can be attributed to several factors: the downturn of the market economy within the region; PRC custom duties on cigarettes remained high and the sales network was contracted. In addition, problems associated with counterfeit products coupled with the stringent controls and regulations on the sales and promotion of cigarettes adversely affected the sales of tobacco business. When the cyclical event of economic recession turns round and the custom duties become lower, the Group is confident that Nanyang Tobacco's business will improve. Currently, the emphasis of Nanyang Tobacco is on the development of new products, new markets and new businesses in order to achieve a significant breakthrough in its business. 

· During the period, Nanyang Tobacco entered into an agreement with a French tobacco company, SEITA for the production of SEITA's cigarette brands and the mutual development of new products. 

· In addition, efforts will be placed on enhancing technological, marketing and production co-operation with tobacco companies in the PRC. 

Wing Fat Printing 
· The approximately 19.1 percent fall in Wing Fat Printing's net profit was mainly attributed to the decrease in sales of Nanyang Tobacco. Wing Fat Printing will focus on the formulation of its long-term strategy in the light of market conditions and will expand its businesses in the PRC with a view to increase profitability. 

· In order to further diversify its product mix and increase competitiveness, Wing Fat Printing made good use of its advanced production facilities, which were utilised to develop new products to meet market demand and also to improve quality. Sheetfed gravure technique was among the new products to be launched. 

Bright Dairy 
· The performance of Bright Dairy was outstanding, with net profit approximately 39.5 percent higher than in the corresponding period last year. The dioxin contamination scare in Europe did not adversely affect Bright Dairy products; on the contrary, it created business opportunities for expanding the sale of Bright Dairy's milk powder. 

· In order to strengthen its sales network, six additional sales offices were established - in Tianjin, Shijiazhuang, Qingdao, Changsha, Changchun, Harbin - to go with the 12 existing offices. With more offices, the company was better able to meet the demands of different regions and market segments. 

· In the second half of the year, Bright Dairy plans to increase its market shares in the milk powder and milk for students segments. 

Shanghai Jahwa 
· The overall performance of Shanghai Jahwa was good with profit approximately 12.2 percent higher than the corresponding period last year. The most popular brands - "Chinf de Chinf" and "Herborist" - launched new products and developed new markets. 

· Shanghai Jahwa achieved promising results in the development of new technologies and products. Among the research projects undertaken were the development of Chinese herb products for anti-comedo, whitening and slimming products. 

Shanghai Xiafei 
· In view of current market trends and likely developments, the Group's directors decided that resources should be focused on developing the middle- to high-end cosmetics market. Therefore the Group determined to dispose of its 51 percent interest in Shanghai Xiafei to Shanghai Jahwa (Holdings) Co., Ltd. for a consideration equal to its total investment in the business. 

Hangzhou Qingchunbao 
· Hangzhou Qingchunbao performed well and developed in a stable manner. 

· Revenues from sales of "Dan Shen" injections and the sales of "Nimodipine" tablets were significantly higher than the corresponding period last year. Sales of "Huang Qi" injection, which was launched during the first half of the year, were remarkable. 

· During the period under review, Hangzhou Qingchunbao under review prepared itself for receiving Good Manufacturing Practice certification and enhanced staff training in preparation for the launch of Chinese medicines overseas. 

Sunve Pharmaceutical 
· Sunve margin Pharmaceutical made good progress towards gross profit margin compared with the corresponding period last year. Its results improved and were in line with expectations. Sunve Pharmaceutical set up eight sales offices across the PRC and marketed its products in more than 200 hospitals. These effectively extended the company's sale network. 

· In the second half of the year, Sunve Pharmaceutical will focus on new product development and will consider working with joint venture partners. 

(III) Automotive Parts 
In spite of severe competition in automotive parts business and the fact that Shanghai Huizhong became liable for some taxes under its preferential half-tax concession, the Group's automotive parts business still contributed a net profit of HK$88,198,000. This represented approximately 15.2 percent of the Group's net profit and was approximately 1.5 percent higher than in the corresponding period last year. 

Shanghai Huizhong 
· Shanghai Huizhong reported a net profit HK$165,612,000 and contributed HK$82,806,000 to the Group.

· Shanghai Huizhong continued to extend its OEM business, which reported good progress. The first batch of sample damper structure was prepared for Shen Yang Jinbei General Motors Co. Ltd.'s "M1" while samples of rear shock absorbers for Jiang Xi "Chang He" were assessed. Negotiations continued for various joint venture projects. 

Shanghai Wanzhong 
· During the period, a joint venture with Shanghai Automotive Co., Ltd. was formed; each partner holds a 50 percent interest in the new joint venture, Shanghai Wanzhong Automotive Components Co., Ltd. The aggregate investment is estimated to be approximately US$29,900,000. Its principal business is the production of automotive parts for the third generation of "Santana". 

SIIC Transportation Electric 
· SIIC Transportation Electric was adversely affected by Shanghai Volkswagen shutting down for a six-week maintenance period. 

· SIIC Transportation Electric developed a series of new products which included power window for Shanghai General Motors Co. Ltd, FAW-Volkswagen Automotive Co. Ltd, Liuzhou Automobile Factory, Hainan Automobile Works and Jinbei General Motors Co. Ltd. and security systems in the maintenance market.

(IV) Commercial Retail 
Shanghai Orient 
· The performance of Shanghai Orient was good; net profit was approximately 25.3 percent higher than in the corresponding period last year. Profitability and turnover were better than other similar department stores in Shanghai. 

· During the period, Shanghai Orient grasped an opportunity to issue the integrated circuit cards. The results of this new card were encouraging and formed a solid base for the centre's full year results. Extending the shopping centre contributed to improved profits. 

(V) High Technology 
· High technology is a new business area that the Group acquired last year. During the period, it began to contribute to the Group's profits. 

Shanghai Optical Communications Development 
· The principal activities of Shanghai Optical Communications Development were the management of its investments in associated companies. Apart from managing existing investments, Shanghai Optical Communications Development will expand into data products and develop production lines and quality management systems. 

· The performance of the company's respective associated companies was good. Lucent Technologies of Shanghai, Ltd.'s main product was SDH synchronous digital optical fiber transfer equipment. Some 70% of its output were sold locally with the remainder exported. Production of a new product, M16/1, will commence this year. The main product of Lucent Technologies Shanghai Fibre Optics Co., Ltd. was single mode optical fiber. Shanghai Scientific-Atlanta Co., Ltd. prepared to start production of TAP multi-media products; production is expected to start soon. 
Shanghai Communication Technologies Center 
· Shanghai Communication Technologies Center is involved in the research and development of digital products for image, wide-band and data communications. 

· During the period, the first batch of samples was completed. Testing of samples for the first generation of "digital set-top-box" products was finalised. Specifications for a new product - asynchronous transfer mode adaptor card - reached internationally recognised standards. 
Shanghai Sunve Biotech 
· Shanghai Sunve Biotech launched a G-CSF product, "SunGran", to hospitals in Shanghai. It is scheduled to extend into markets, mainly in Beijing, Jiangsu, and Zhejiang. Shanghai Sunve Biotech will examine the potential to market "SunGran" to hospitals in rural areas of the PRC. 

· Shanghai Sunve Biotech concentrated on the development of a new anti-cancer biotech product, H100. Application and approval process for the pre-clinical trials progressed smoothly. 

Mergen Limited 
· The Group and Pacron Inc. of the U.S.A. operated a joint venture company - Mergen Ltd. - to develop a biotech business. Mergen is engaged in the high technology business of design, development and production of DNA chip. 

· Mergen will concentrate on the development of DNA chip with the aim of achieving scaleable production capacity and of launching products this year. 

PROSPECTS 
Since the listing of the Company, the business structure of the Group has been refined, through acquisitions, reorganisations and the introduction of business partners. In view of market trends and in order to maintain a stable development, the Group will increase its investment in those businesses which offer higher growth rates, such as high technology, finished traditional Chinese medicines and health food products. 

The Group is now studying the feasibility to spin off its pharmaceutical business (particularly traditional Chinese medicine) as opportunities occur. The Company also will not rule out the possibility to pursue further acquisitions. In addition, certain projects are now under evaluation by the Group. While screening projects, the Group will favour those projects that offer development prospects, particularly those businesses that are linked to the growth of the economy. Depending on the nature of the particular industry, the project should also offer a reasonable rate of return on any investment. The Group will take advantage of its abundant cash reserves by increasing the cost effectiveness of capital utilisation, and will grasp opportunities to invest in projects with high-profit potential. 

Since the end of the period under review, the Group has committed to invest RMB200 million in a high-tech venture capital business in Shanghai and has the first right of refusal to participate in its investment projects. The Group will assist and recommend appropriate projects considered by the venture capital business for possible listing on Hong Kong's planned Growth Enterprise Market or on other overseas stock markets. It is anticipated that the Group will be able to take advantage of the strong growth rate of the high technology sector in Shanghai. 

Finally, on behalf of the Board of Directors, I would like to extend our gratitude and sincere appreciation to our shareholders for their support and the contribution of all the staff of the Group. 

Cai Lai Xing
Chairman
Hong Kong, 2nd September 1999
CONSOLIDATED PROFIT & LOSS ACCOUNT 

The unaudited consolidated results for the period from 1st January 1999 to 30th June 1999 of the Company and its subsidiaries (the "Group") and the comparisons with the corresponding period last year are set out below: 

	Six months ended 30th June

	
	1999
	1998

	
	HK$'000
	HK$'000

	Turnover (Note 2) 
	1,654,369
	1,819,074

	Operating Profit 
	515,425
	514,927

	Share of Profit of Jointly Controlled Entities 
	112,085
	88,225

	Share of Profit of Associated Companies 
	20,300
	17,465

	Profit before Taxation 
	647,810
	620,617

	Taxation (Note 3) 
	28,067
	37,405

	Profit after Taxation and before Minority Interests 
	619,743
	583,212

	Minority Interests 
	41,193
	13,732

	Profit Attributable to Shareholders 
	578,550
	569,480

	Earnings Per Share (Note 4): 
	
	

	Basic 
	66 cents
	68 cents

	Diluted
	64 cents
	67 cents


Notes: 

(1) Adoption of New Statement of Standard Accounting Practice

Since 1st January 1999, the Group has adopted the new Statement of Standard Accounting Practice Number 24 "Accounting for Investments in Securities" issued by the Hong Kong Society of Accountants and the accounting policy for long term investments in equity securities has been changed. Long term investments in equity securities are stated at their fair market value. Movement in the value of the long term investments in securities are reflected in the profit and loss account.

The change in accounting policy resulted in the reduction of profit in 1998 were HK$52,814,000 for the first half of the year and HK$547,000 for the whole year. The opening balance of the retained profits in 1999 has been reduced accordingly. Comparative figures presented for the first half of 1998 have been restated to reflect the change of accounting policy.

(2) Turnover

Turnover represented the net amounts received and receivable for goods sold by the Group to outsider customers and investment income generated by the infrastructure facilities projects.
(3) Taxation 
	Hong Kong Profits Tax has been provided at the rate of 16% (1998: 16%) on the estimated assessable profits arising in Hong Kong during the period. Taxes on assessable profits in the People's Republic of China ("PRC") have been calculated at the rates of taxation prevailing in the PRC.Six months ended 30th June

	
	1999
	1998

	
	HK$'000
	HK$'000

	Group: 
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Hong Kong
	3,314
	29,621
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Mainland, China
	10,377
	4,874

	
	13,691
	34,495

	Jointly controlled entities:
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Mainland, China
	10,618
	104

	Associated Companies: 
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Mainland, China
	3,758
	2,806

	Taxation charge for the period
	28,067
	37,405


(4) Earnings per Share 
The calculation of the basic and diluted earnings per share for the six months ended 30th June 1999 is based on the following data: 

	Six months ended 30th June

	
	1999
	1998

	Earnings: 
	
	

	Profit attributable to shareholders and earnings for the purposes of basic and diluted earnings per share 
	HK$ 578,550,000
	HK$ 569,480,000

	 
	 
	 

	Number of shares:
	
	

	Weighted average number of ordinary shares for the purposes of basic earnings per share
	881,417,000 shares
	839,513,000 shares

	Effect of dilutive potential ordinary shares 
-share options 
	19,812,000 shares
	9,674,000 shares

	Weighted average number of ordinary shares for the purposes of diluted earnings per share
	901,229,000 shares
	849,187,000 shares


PURCHASE, SALE OR REDEMPTION OF SHARES 
Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company's listed securities during the period under review. 

CODE OF BEST PRACTICE 
None of the Directors is aware of any information that would reasonably indicate that the Company is not, or was not for any part of the six months ended 30th June 1999, in compliance with the Code of Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited. 

YEAR 2000 COMPUTER ISSUE 
With regard to the year 2000 computer issue, the Group carried out a further assessment of the systems of all its member companies. The assessment included testing hardware and software with reference to the conformity requirements of the British Standards Institution DISC PD2000-1:1998 and the upgrading or replacing equipment that had potential problems. Rigorous testing, including inspections and sampling checks, with the assistance of independent consultants, was completed on schedule. The independent consultant, Shanghai East China University of Science and Technology, concluded that the assessment of the systems of all member companies of Shanghai Industrial Holdings Limited had basically been completed; the year 2000 computer issue will not impact on the production and sales of the companies and the Group will be able to achieve full compliance for the year 2000 computer issue. Overall avoidance work will be finalised by all members of the Group by the third quarter of 1999. It is expected that the total cost of the process will not exceed HK$10 million and these costs have been accounted for as an ordinary item. The Group believes that the year 2000 computer issue will have no material impact on the operations of the Group. 

	NOTICE OF PAYMENT OF INTERIM DIVIDEND FOR 1999 
The Board of Directors of the Company has resolved to pay an interim dividend of HK11 cents per share for the six months ended 30th June 1999. The dividend will be paid on 8th October 1999 to shareholders whose names appear on the Register of Members of the Company on 5th October 1999. 

The Register of Members of the Company will be closed from 30th September 1999 to 5th October 1999 both days inclusive, during which period no transfer of shares will be effected.

n order to qualify for the interim dividend, all transfers accompanied by the relevant share certificates must be lodged with the Company's share registrar, Secretaries Limited of 5th Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong by 4:00 p.m. on 29th September 1999.

By Order of the Board 
Roger L. C. Leung 
Company Secretary
Hong Kong, 2nd September 1999 


  

