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	Summary

2000 Interim Results Announcement 
· Profit attributable to shareholders amounted to HK$584,296,000, earnings per share were HK65.9 cents, both representing a slight increase over the corresponding period last year. 
· An interim dividend of HK11 cents per share was declared payable to shareholders. 

· Subsequent to the end of the period under review, the Group entered into an agreement with a subsidiary of Shanghai Alliance Investment Ltd. to acquire 20% of the registered capital of Shanghai Information Investment Inc. It is anticipated that the Group will benefit from the ongoing development of Shanghai, the city with the most rapid growth in information technology in China and therefore the prospect of future growth is bright. 

· The Group has entered into the stage of full-scale transformation: 
· actively pursuing the commercialisation of high technology; developing new fast-growing businesses. 
· using high and new technology to modify and increase the value of existing businesses. 
· steadily disposing of non-core businesses and those lacking growth potential. 



CONSOLIDATED INCOME STATEMENT 

The Board of Directors of Shanghai Industrial Holdings Limited (the ``Company'') is pleased to announce that the unaudited consolidated income statement for the period from 1st January 2000 to 30th June 2000 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 
	 
	2000 
HK$'000 
	1999 
HK$'000 

	Turnover ( Note 1 )
Cost of sales 
Gross profit 
Other revenue 
Distribution costs 
Administrative expenses 
Profit from operations 
Finance costs 
Investment income --- net ( Note 2 )
Share of profits of jointly controlled entities 
Share of profits of associates 
Profit from ordinary activities before taxation 
Income tax expense ( Note 3 )
Profit before minority interests 
Minority interests 
Profit attributable to shareholders 

Earnings per share ( Note 4 )
--- Basic 
--- Diluted 
	1,416,436
(681,794)
734,642
17,109
(173,541)
(155,807)
422,403
(76,939)
179,110
117,808
22,820
665,202
(35,922)
629,280
(44,984)
584,296


65.9 cents
64.5 cents
	1,654,369 
(842,652) 
811,717
46,767
(232,158)
(127,313)
499,013
(89,172)
105,584
112,085
20,300
647,810
(28,067)
619,743
(41,193)
578,550


65.6 cents
64.2 cents


Notes: 

(1) 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. 

(2) Investment Income --- net 

Six months ended 30th June
	
	2000
HK$'000
	1999
HK$'000

	Interest income 
Dividend income from listed investments 
Property rental income 
Gain on disposal of investments in listed securities
Net unrealised gain/(loss) on investments in listed securities
	146,339
12,355
841

3,000

16,575
	97,553
9,580
872

-- 

(2,421)

	 
	179,110
	105,584


(3) Income Tax Expense 

Hong Kong Profits Tax has been provided at the rate of 16% (1999: 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
	
	2000
HK$'000
	1999
HK$'000

	Group: 
Hong Kong
PRC 
	
4,413
13,666
18,079
	
3,314 
10,377
13,691

	Jointly controlled entities: 
PRC

Associates:
PRC

Taxation charge for the period
	
12,814


5,029

35.922 
	
10,618


3,758

28,067


(4) Earnings per Share

The calculation of the basic and diluted earnings per share for the six months ended 30th June 2000 is based on the following data:
Six months ended 30th June
	
	2000
HK$'000
	1999
HK$'000

	Earnings: 
Profit attributable to shareholders and earnings for the purposes of basic and diluted earnings per share 
	


HK$584,296,000
	


HK$578,550,000

	Number of shares: 
Weighted average number of ordinary shares for the purposes of basic earnings per share 

Effect of dilutive potential ordinary shares
--- share options 

Weighted average number of ordinary shares for the purposes of diluted earnings per share 
	

886,552,000
shares

19,390,000
shares


905,942,000
shares
	

881,417,000
shares

19,812,000
shares


901,229,000
shares


(5) Comparative Figures

The current year's interim report is presented in accordance with the requirements of SSAP 1 (Revised) and 2 (Revised). Comparative amounts have been restated in order to achieve a consistent presentation.

In addition, the description of various components in the consolidated income statement and the terminology used had been updated to reflect the terminology of the new Standards

None of the amendments outlined above had affected the results for the current or prior periods.

REVIEW OF BUSINESS STRATEGIES

Heading into the new millennium, the Group has begun a full-scale transformation. This includes actively pursuing the commercialisation of high technology; developing new fast-growing businesses; using new and high technology to modify and increase the value of existing businesses; and steadily disposing of non-core and low or no-growth businesses and the Group has already achieved marked results in these various aspects. The direction of these strategies and the progress on implementing them are as follows: 

* To achieve new and high technology commercialisation by direct investment and investment through high technology venture funds.

· Direct investment will focus on information and biotechnology businesses. Subsequent to the end of the period under review, the Group entered into an agreement with a subsidiary of Shanghai Alliance Investment Ltd. to acquire 20% of the registered capital of Shanghai Information Investment Inc. (``SII''). This will enable the Group to take part in the enormous development opportunities offered by the Shanghai Infoport Project and marks a significant advance by the Group in its commitment to the information industry. With regard to the biotechnology business, the anti-cancer drugs newly developed by Sunve Biotech have been included in the China National High Technology Development and Research Project (the ``863'' Project) and are in the clinical testing stage of the ``State Class One New Drug'' of the nation.

· The Shanghai High-Tech Venture Fund established in August last year has selected and invested in over 10 high technology projects offering excellent potential . The recently formed S.I. Technology Fund with partners Temasek Holdings (Pte) Ltd., the investment arm of the Singapore Government, and Vertex Management, the venture capital arm of the Singapore Technologies Group, will invest in high technology businesses in Shanghai and Greater China: including information technology, life sciences and micro-electronics. The initial total capital investment for the Fund is US$20,000,000. 

* To encourage existing member companies to make use of their competitive edge for integration with network technologies to develop an e-commerce platform and modify and upgrade existing businesses by new and high technology. 

· During the period under review, Bright Dairy set up Shanghai Net1717 E-business Co., Ltd. to launch the website net1717.com, successfully combining the concept of e-commerce with the traditional delivery networks and logistic systems of the dairy product industry.

· SIIC MedTech entered into an agreement to acquire an equity interest in website www.e135.com and launched the www.tcm-port.com.cn website to sell Chinese medicine through the Internet. 

· Nanyang Tobacco, together with strategic partners, formed NTTC Limited which runs the www.tob-business.com website and provides comprehensive commercial information regarding international tobacco. 

* To restructure non-core businesses and those facing uncertain or limited growth in order to increase economic value. 

· Sunve Pharmaceuticals is undergoing an asset restructuring program to streamline resources and product structure, reduce costs and enhance efficiency. 

BUSINESS REVIEW AND PROSPECTS#

The unaudited consolidated profit attributable to shareholders of the Group for the six months ended 30th June 2000 was HK$584,296,000, representing a slight increase of approximately 1% over the corresponding period last year. Basic earnings per share were HK65.9 cents. Turnover amounted to approximately HK$1,416 million, a decrease of about 14.4% primarily as a result of excluding the sales of Shanghai Jahwa which became a jointly controlled entity since October 1999.

For the first half year, the economy in Hong Kong and various Asian countries showed signs of recovery and general deflation was under control. Shanghai's economy also exhibited significant growth. Most of the businesses in the Group continued to grow during this period. There are five business segments in the Group namely: the information industry, the medicine and biotechnology industry, infrastructure, automotive parts and consumer products/retailing. The respective businesses performed as follows:
Information Industry

As disclosed in last year's annual report, the Group has confirmed its commitment to the high technology business, which is an industry with high growth potential, and the information industry is one of its key targets. During the period under review, the Group made an important and successful step in this area.

Shanghai Infoport Project

In July 2000, the Group entered into an agreement with a subsidiary of Shanghai Alliance Investment Ltd. (``SAIL'') to acquire 20% of the registered capital of Shanghai Information Investment Inc. (``SII'').

SAIL is a professional investment entity beneficially owned by the Shanghai Municipal Government and is the major shareholder of SII. SII is the principal entity behind the Shanghai Infoport and is a professional investment company in the information industry. SII has currently invested in 19 projects in the Shanghai Infoport, including Shanghai Cablenet, Shanghai Infonet, Shanghai Infoport Info-network Construction Project, Shanghai Broadband Information Exchange Centre Project and Shanghai E-commerce Security Certification Centre, etc. It has also signed a letter of intent with AT&T to form a joint venture to provide telecommunication services. The Shanghai Infoport Project has three focuses, namely (i) construction of infrastructure facilities; (ii) provision of value-added services and (iii) construction of E-commerce fundamental facilities. The Project commenced in 1996 and is expected to be completed by the end of 2003. Shanghai will then be one of the most advanced cities in the world in terms of information infrastructure facilities and the provision of value-added information services.

The unique combination of shareholders and their professionalism in the fields of telecommunication and television broadcasting ensures the Group will actively participate in the development of Shanghai's, and even the nation's, information industry. SII is not only an investment holding company but also a bandwidth aggregator that is well on its way to becoming a fully integrated and comprehensive information services supplier. Through investment in the Shanghai Infoport Project, the Group will benefit from the ongoing development of Shanghai, the city with the most rapid growth in information technology in China and therefore the prospect of future growth is bright. Due to future prospect of the Project, it is estimated that the investment will provide significant additional value to the Group.

Shanghai Optical Communications

The associated companies of Shanghai Optical Communications Development Co., Ltd. (``Shanghai Optical Communications'') include Lucent Technologies of Shanghai, Ltd., Lucent Technologies Shanghai Fibre Optics Co., Ltd. and Shanghai Scientific-Atlanta Co., Ltd. 

Lucent Technologies of Shanghai, Ltd. specialises in the production and sale of optical fibre transfer equipment. Sales for the first half year performed well. The first phase of an increase in capital was completed with the registered capital increasing to US$42,000,000, which will be used for the construction of a new factory. Matched cladding single mode fibre, the main product of Lucent Technologies Shanghai Fibre Optics Co., Ltd. enjoyed satisfactory sales during the period. The company uses the most advanced manufacturing processes and product tracking systems and its products have reached international standards. Shanghai Scientific-Atlanta Co., Ltd. is the first high technology joint venture in the PRC manufacturing optical fibre-based CATV system. Its products include wide-band communications equipment, front-end systems, transmission, distribution and end-user equipment. During the period under review, Shanghai Optical Communications continued to contribute to the Group's profit.
Shanghai Communication Technologies Center

Shanghai Communication Technologies Center is principally engaged in the research and development of digital communication products and digital imaging communication technology. Its products span three technological areas - imaging, broadband and data communications, including the SV-100 digital set-top boxes which have already been launched in the market. During the first half year, SV-200 products entered into prescribed quantity production stage; SV-110A, SV-300 and SD-150 products entered into technical perfection stage; high quality tele-monitoring system and DVB conditional access system entered into product demonstration and trial use stage.

Medicine and Biotechnology Industry 

The medicine and biotechnology industry is one of the major focuses of the Group's businesses in future. Net profit for the first half year amounted to approximately HK$15,802,000, representing approximately 2.7% of the Group's net profit. 

SIIC MedTech

For the six months ended 30th June 2000, SIIC Medical Science and Technology (Group) Limited (``SIIC MedTech''), the Company's subsidiary listed on the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited, recorded an unaudited consolidated profit attributable to shareholders of HK$32,986,000. This represented an increase of approximately 21% over the pro forma results for the corresponding period last year. Among key businesses Hangzhou Qingchunbao increased profits by 24% and Shanghai Jahwa by 96%, both producing satisfactory results.

During the period under review, SIIC MedTech made important progress in the establishment of a modern, scientific Chinese medicine business and the utilisation of Internet technology to form strong networks for future development. These included the establishment of a raw materials base, research and development, manufacturing, and sales and services networks.

· Raw Materials Base Network 

SIIC MedTech has established two raw materials bases, one in Chong Min Island, Shanghai and one in the Ning Xia Hui Autonomous Region. It aims to produce internationally competitive Chinese medicines with high quality raw materials, modern production processes and internationally recognised quality standards.
· Research and Development Network 

The Modernised Chinese Medicine Experts Committee established by SIIC MedTech has attracted a team of 13 highly professional specialists from China and Europe and provided strong support to the research and development of the SIIC MedTech business. The research and development bases in both Beijing and Shanghai made satisfactory progress in product development. During the period under review, SIIC MedTech signed letters of intent with the Hong Kong University of Science and Technology and the Hong Kong Baptist University respectively. These will lead to the establishment of a Hong Kong Chinese medicine research and development evaluation centre, development of modern Chinese medicine products, provision of management training for Chinese medicine business enterprises and development of an international Chinese medicine testing centre, etc. 

· Production Network 

During the period under review, Hangzhou Qingchunbao formed a joint venture in He Gang, Heilongjiang province to act as its production base in northern China. 

· Sales Network 

Hospitals, clinics and drug distributors remained the principal marketing channels for SIIC MedTech products. During the period under review, 10 Hangzhou Qingchunbao products were included in China's National Basic Medical Insurance List of Medicines. This achievement will make a significant contribution to profit growth.

Sales at Shanghai Jahwa performed well above expectations. Turnover of its major products, Liushen, Chinf de Chinf and Herborist, continued to grow. Shanghai Jahwa is currently in negotiation with a Hong Kong supermarket chain to launch its products in Hong Kong. 

· Service Network 

Service Network During the period under review, SIIC MedTech entered into an agreement to acquire a 20% stake in Shanghai Pharmaceutical Business Network Co., Ltd., the company running the www.e135.com website, with the objective of developing a state medicinal e-commerce business.

In July, SIIC MedTech's TCM website (www.tcm-port.com.cn) was launched, allowing the company to sell its products through the Internet. 

Due to unforeseeable changes in market conditions, the Group decided to terminate the agreement regarding a reciprocal equity investment by the Group and Cyber-care, Inc.
Sunve Biotech

Shanghai Sunve Biotech Co., Ltd. (``Sunve Biotech'') is a high technology company focusing on the development and manufacture of DNA drugs. It utilises modern biotechnological techniques to develop new drugs based on Chinese medicines but with their own intellectual rights and patents on techniques and products.

During the period, sales of Sunve Biotech's ``SunGran'' product were encouraging, achieving a 30% market share in Shanghai. The company is actively expanding its market nationally and sales networks have been established in Beijing, Nanjing, Chengdu and Guangzhou respectively.

There are two main aspects to the scientific research carried by Sunve Biotech, one of which is the research and development of anti-cancer drugs. Currently under development is the H101 adenoviral anti-cancer gene drug which is a benign product that reduces a tumor quickly. This drug has been included in the China National High Technology Development and Research Project (the ``863'' Project) and is in clinical testing stage of the ``State Class One New Drug'' of the nation. Application has been made for patent and intellectual rights on its series of unique technology and research and development systems. It is anticipated that the product will have great market potential. H101 has also received State Drug Administration (SDA) approval to proceed to clinical testing.

Sunve Biotech will also co-operate with Mergen Limited, a joint venture of the Group, to carry out research and development in prescribed DNA chips. Recently Sunve Biotech, together with Mergen Limited, submitted a tender for the ``Quality Control Research Project of Gene Chips for Early Detection and Clarification of Cancer'' of Shanghai Science and Technology Committee through Shanghai Technology Development Fund, to make use of modern DNA chip techniques to develop new cancer diagnosis and gene chip products for cancer classification.

Sunve Pharmaceuticals

For the first half year, Shanghai Sunve Pharmaceutical Co., Ltd. (``Sunve Pharmaceutical'') overcame difficulties by adjusting its product structure and adopting a differential competing strategy, thus offsetting unfavourable factors both internally and externally.

The Vitamin C Purification Technical Reconstruction Project jointly operated by Sunve Pharmaceuticals and the world's leading drug manufacturer Roche Group has completed 95% of its facilities and 90% of the construction works. Trial run commenced in August so as to finalise the whole program.

In May, Sunve Pharmaceuticals' Sulfadiazine (SD) products passed the Federal Food and Drug Administration of the United States (FDA) examination, which means they are now permitted to be sold in the United States. Several other products will undergo an FDA examination by the end of this year.
Mergen Limited

The Group's Silicon Valley-based joint venture company, Mergen Limited, engages in the development, manufacturing and marketing of DNA microarrays. DNA microarrays are one of the major components of the ``biochip'' family of high technology products. They represent a new class of cutting edge high-throughput functional genomics tools used in drug and diagnostic target discovery as well as basic research in the pharmaceutical, biotech and academic research arenas. The intrinsic flexibility and versatility of the DNA microarray products can be used in human, animal, plant and microbial research and bring tremendous economical value to Mergen.

At this time, Mergen's key product line ``ExpressChipTM'' has five products on the market (3 human, 1 mouse and 1 rat ExpressChipTM kits) and has generated many U.S. and international sales from both the pharmaceutical and academic organizations. Mergen has established collaborators with various researchers in the areas of target discovery, tumor biology, leukemia, diabetes, immune and central nervous system diseases, where we will share in publication credits and intellectual properties.

In the first half of this year, Mergen developed and entered the mouse and rat DNA microarrays into the marketplace. These products fill a unique unmet niche in the market and are expected to generate substantial market shares. Mergen has also designed, developed and validated the multi-chamber microarray format that allows parallel processing of anywhere from 2 to 64 samples at the same time.

Mergen has been actively exploring the market and is in various stages of conversations with many leading biotech and pharmaceutical companies to introduce them to Mergen's products and capabilities. Mergen's products are also being evaluated by a number of large pharmaceutical companies as part of the process of obtaining custom contract manufacturing contracts. The company is also seeking to expand its product lines in the area of toxicology and are in the process of working with the U.S. Environmental Health Sciences Research Institute to establish a product line that is capable to predicting and testing drug toxicity.

As human genome was completely sequenced back in June, we have entered into the post-genomic era where functional genomic studies and tools will take center stage in bio-medical research in the years to come. Mergen will continue to provide innovative quality products and prosper under the tremendous market demand.

Infrastructure 

During the period under review, infrastructure projects contributed a net profit of approximately HK$367,086,000. It showed a slight increase of approximately 0.2% over the corresponding period last year due to decrease in interest expenses and represented approximately 62.8% of the Group's net profit. The Yanan Elevated Road, Shanghai Inner Ring Road and North-South Elevated Expressway Projects operated smoothly and continued to contribute considerable and stable investment returns. This supports and balances the risks associated with the Group's commitment to high technology investments. 

The Group entered into a joint venture agreement with Hutchison Whampoa, COSCO Pacific and the Shanghai Port Authority to invest in Shanghai Pudong Waigaoqiao Container Terminal Phase One. The Group owns a 10% equity interest in the joint venture, which involves a total investment of RMB3 billion. This project enables the Group to participate in the development of the new century's transportation infrastructure facilities in Shanghai and grasp the opportunities arising from the PRC's admission into the World Trade Organisation.
Automotive Parts

The Group's automotive parts business contributed a net profit of approximately HK$84,541,000 which was approximately 4.2% lower than that of the corresponding period last year, representing approximately 14.5% of the Group's net profit.

Shanghai Huizhong

For the first half year, automobile sales in PRC were weak with consumers waiting and expecting for a price decrease. In addition, as ``Buick'' automobile parts had just commenced production and it was too early to enjoy an economy of scale, the average gross profit was thus affected. As a result, the net profit of Shanghai Huizhong Automotive Manufacturing Co., Ltd. (``Shanghai Huizhong'') decreased by approximately 5.7% compared with the corresponding period last year.

During the period under review, Shanghai Huizhong made progress in domestic manufacture and development of various products. For example, the Buick Suspension ASM Rear Module, Lower Control Arm ASM, the Front and Rear Damper Structure Module completed the second stage of submission of samples for domestically produced automotive parts. Business for all inner accessories continued to carry forward and negotiations of joint ventures for certain spare parts progressed well.

For the second half year, Shanghai Huizhong will focus on quality assurance, cost reduction, efficiency enhancement, market share, management, product development capability and improving its market competitiveness.

Shanghai Wanzhong

Shanghai Wanzhong Automotive Components Co., Ltd. (``Shanghai Wanzhong'') is a joint venture between the Group and Shanghai Automotive Co., Ltd. Its main business is the production of automotive parts for the third generation of ``Santana'' sedan cars. Shanghai Wanzhong has submitted product samples and relevant technological documentation, thus meeting the requirements for domestically produced automotive parts.

SIIC Transportation Electric

An increasingly competitive automotive industry in mainland China saw Shanghai SIIC Transportation Electric Co., Ltd. (``SIIC Transportation Electric'') recorded an increase of profit of approximately 19.1% over the corresponding period last year. During the period under review, SIIC Transportation Electric dedicated its efforts to exploring new markets, developing new products and actively searching for new areas of economic growth with a focus on Sunroofs.

The joint ventures formed in 1999, namely Shanghai Brose Automotive Components Co., Ltd. and Shanghai Delphi Automotive Door Latch and Security Systems Co., Ltd. operated smoothly. The international trading division received a considerable amount of orders and its prospects look good.

During the period under review, the power windows designed and manufactured by SIIC Transportation Electric for ``Buick'' automobiles successfully passed the domestic production appraisal. The company's well known ``Shengjia'' DL128 electric horn received an E-MARK Certificate issued by the TUV Group of Germany, thereby gaining entry into European markets.

SIIC Transportation Electric intends to acquire certain automotive parts/inner accessories production facilities from Shanghai Automotive Electric Works of Shanghai Automotive Industry Group. This will enable SIIC Transportation Electric to integrate resources to expand electronic automotive parts business.

Consumer Products/Retailing

During the period under review, the Consumer Products/Retailing business contributed a net profit of approximately HK$91,804,000 which was approximately 14.9% higher than in the corresponding period last year, representing approximately 15.7% of the Group's net profit.

Tobacco

For the first half year, the profit level of Nanyang Brothers Tobacco Co., Ltd. (``Nanyang Tobacco'') was affected by several unfavourable factors including a change in the existing tobacco sales market, counterfeit products and contraction in distribution networks. Profit for the period increased by approximately 1.2% over that for the last corresponding period.

Facing with the difficult operating environment, Nanyang Tobacco's objectives this year are to fully utilise its competitive edge, strengthen its existing market position, reduce production costs and innovate. It has explored new markets actively and sales for the first half year exceeded expectations. The new ``Alain DELON'' and ``Wealth'' brands developed by the joint venture with French SEITA S.A. have already been launched in the PRC market. The ``Polar Bear'' mint product successfully entered the Vietnam market early this year and will be rolled out to the Saipan, Guam and Philippines markets. Nanyang Tobacco also carried out further tobacco processing for its client, European Tobacco of Middle East, thus adding further profit to the tobacco business.
Nanyang Tobacco and strategic partners also formed NTTC Limited, which runs the www.tob-business.com website to provide comprehensive commercial international tobacco information.

Construction works for the second phase of the new factory in Tuen Mun commenced during the year and will be accelerated to start operation as soon as possible to reduce warehouse operation costs.

Printing

The net profit of The Wing Fat Printing Co., Ltd. (``Wing Fat Printing'') increased by approximately 11.5% over the previous corresponding period.

Wing Fat Printing's strategy was to align and adjust its overall operations by emphasising new skills and new products. The company developed the cigarette packaging business by taking advantage of the co-operation between Nanyang Tobacco and overseas cigarette manufacturers. New products included packaging for ``Alain DELON'' brand cigarettes.

The newly-established packaging material trading business commenced operation in May and has started to make a contribution. Wing Fat Printing continued to pursue its ISO9002 quality assurance system and computerised management system to increase operational efficiency and improve product quality. 

Dairy

Shanghai Bright Dairy and Food Co., Ltd. (``Bright Dairy''), one of the flagships of China's dairy industry, recorded satisfactory results for the first half year in line with the high growth rate for the past three years; which maintained a 38% annual average compound growth rate. Compared with the corresponding period last year, its net profit increased by approximately 30.5%. It also successfully developed several new products.
Bright Dairy accomplished its preliminary national market distribution and material source base development program and further expanded its markets horizontally and vertically, including 40 newly developed areas in the Northeast, Northern, Southwest, Southern and Northwest regions of China. It also launched its e-commerce platform net1717.com website to strengthen its sales and delivery services.

After being awarded as one of the National Most Famous Brand Names at the end of 1999, Bright Dairy was consecutively awarded as Shanghai Famous Brand for the fifth time this year. Bright Dairy's strategic objective in the new millennium is to increase shareholder value and to employ national resources for the development of the national market. The company intends to establish itself as a national brand name, focusing on quality economic operations through improved products, brand names, technology and management. During the period under review, Bright Dairy completed the acquisition of a 90% stake in the ``Kedi'' convenience store and formed a joint venture Wuxi Bright Dairy Co., Ltd. with a 51% interest therein.

Retailing

Shanghai Orient Shopping Centre Ltd. (``Orient Shopping Centre'') further established its image as a retailer and distributor of high-end merchandise goods. At the same time, it strengthened its sales and marketing efforts and launched the ``total customer service'' approach, building the ``Orient'' brand and reputation. Profit before taxation during the period under review increased by approximately 18.8% compared to the corresponding period last year.

Orient Shopping Centre organised the first ``Brand Promotion Fair'' in January this year to promote international brand names it handled as the General Distributor, including French ``Lancel'' leather bags, ``Torrente'' fashion products and British ``Royal Doulton'' china. The exhibition also featured Orient Shopping Centre's own brand ``Ealio'' products.

Orient Shopping Centre is currently considering opening chain stores and exploring the business development through the Internet.

Other Business Developments

Shanghai Hi-Tech Venture Fund

The Shanghai High-Tech Venture Fund, established by the Group together with Shanghai Municipal Government's Shanghai Venture Capital Corporation in August last year, aims at participating in the development of high technology businesses in Shanghai. It will also assist and recommend appropriate projects for possible listing on the Hong Kong Growth Enterprise Market or on oveseas stock markets. The Fund's management company assessed more than 300 high technology projects, with over 10 of them being selected for investment.

S.I. Technology Fund

During the period under review, the Group formed the S.I. Technology Fund with partners Temasek Holdings (Pte) Ltd., the investment arm of the Singapore Government, and Vertex Management, the venture capital arm of the Singapore Technologies Group. This fund will invest in high technology businesses in Shanghai and Greater China, including information technology, life sciences and micro-electronics.
Prospects 

Looking ahead into the latter half of the year, economic recovery will prove to be affirmative. It is estimated that the PRC will soon be admitted to join the World Trade Organisation and high technology development will no doubt be an essential element for economic growth. The Group has already entered into the stage of full-scale transformation in the new millennium. This includes actively pursuing the commercialisation of new and high technology with a focus on the information, medicine and biotechnology industries; developing new fast-growing businesses; using new and high technology to modify and increase the value of existing businesses; and steadily disposing of non-core and low or no- growth businesses. The healthy cash position of the Group will provide strong financial support for the Group's full-scale transformation. 

The Group, as an energetic listed entity, will make maximum use of stable returns from its existing businesses and grasp every opportunity to carry out total transformation during this exciting transition period from the traditional old economy to the new economy. Backed by the huge future economic growth of Shanghai, the frontline of the nation's economic development, the Group will fully utilise its unique and special advantage so as to further increase the investment value of our shareholders.

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 dedication of all the staff of the Group. 

Cai Lai Xing 

Chairman Hong Kong, 

23rd August 2000 

PURCHASE, SALE OR REDEMPTION OF SHARES#

During the period, the Company purchased a total of 1,594,000 of its own ordinary shares of HK$0.10 each on The Stock Exchange of Hong Kong Limited at a total consideration of approximately HK$20,496,000 and all these shares were subsequently cancelled by the Company. The Directors of the Company considered that the share repurchases would enhance the net asset value of the Company and were in the interest of the Company and its shareholders. 

Save as disclosed above, 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 2000, 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.

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 2000, 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's computer system entered into the year 2000 safely. 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

Interim Dividend

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 2000. The dividend will be paid on 3rd October 2000 to shareholders whose names appear on the Register of Members of the Company on 27th September 2000.

Close of Register of Members 

The Register of Members of the Company will be closed from 25th September 2000 to 27th September 2000 both days inclusive, during which period no transfer of shares will be effected.

The Register of Members of the Company will be closed from 25th September 2000 to 27th September 2000 both days inclusive, during which period no transfer of shares will be effected.

By Order of the Board 

Roger L. C. Leung 

Company Secretary 

Hong Kong, 23rd August 2000 
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