INTERNATIONAL
METAL TRADING

EBEIRE S

Competition in the steel market was extremely fierce last
year. The total global steel production reached 1 billion
tonnes and the supply was well above demand. The "911"
terrorist attack on the US and the global economic recession
drove the market price to the lowest trough in the third
quarter of the year.

GDP in China, however, continued in its upward trend and
had spearheaded strong demands in steel raw materials and
finished products. Domestic steel plants boosted up their
production, with the total production volume surged by
over 15% as compared to 2000 while imported steel
increased to approximately 18 million tonnes.

International metal trading, particularly in steel products,
is one of the core businesses of the Group where we are
well-equipped with enormous business experience and
competitive strengths. The business keeps on expanding and
consolidating its customer base and sales network and has
established its credibility and goodwill. In the past few years,
the Group had made great effort in maintaining a larger
import share to China, a major steel consumption market
in the world.
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During the year under review, improvement was achieved
in profits. In addition to consolidating the existing sourcing
channels in the main steel producing countries in Europe
and Asia, in 2001 the Group became one of the major
dealers in China of the LNM Group, a renowned
multinational steel producing enterprise, to distribute its
Ispat Karmet JSC products. The business supported our
development of rail transport trade at China-Russia border
and has now come to a size. The Group has also become
the sole agent of Novolipetsk Iron & Steel Works for the
import of steel slabs into China. Furthermore, the Group
exploited the fluctuation and devaluation of the Japanese
Yen and currencies of South American countries to make
purchases in places such as Japan, Argentina and Brazil,
and to cultivate stable relationship with local major steel
plants to obtain dealership for their products to China.
Significant breakthroughs had been achieved in the arena
of sale and distribution through such efforts.
Notwithstanding the adverse conditions of international
trade protectionism and constant fluctuation of oil prices
and currencies, the Group can enhance its comprehensive
procurement capabilities in securing multi-channels,
multiple countries and diverse products in response to
market demands.

In the first quarter of 2002, prices of steel began to move
upwards in major markets, especially the US. Orders from
China surged upwards with corresponding gradual increase
in prices. The total value of executed and pending contracts
surpassed the amount for the same period last year to
HK$1.1 billion.

Following China's accession into the WTO and the lowering
of tariffs, there will be further opening up and expansion
of the market, and thus will give the impetus to the
commencement of numerous infrastructure projects. By
virtue of the Group's excellent market position and
competitiveness, it is envisaged that the business will attain
greater advancements.
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METAL
MANUFACTURING
£ENIT SIS

The Group's wholly owned steel pipes processing plant in
Dongguan, China maintains steady growth in its production,
sales and profitability. Despite the unfavourable situation
of decreasing export orders to Europe and America and the
fierce price competition, the investment in setting up a
new production line for steel pipes with a wider diameter
went into production in the latter half of the year as
planned. With an outstanding product quality, the ability
to secure more orders was likewise enhanced, thereby
achieving the objective of economy of scale and reduction
of production cost.

In view of the relatively limited room for expansion of the
export sales market and to adapt to changes in competition
in the business, the Group, while continuing to improve the
operation and management efficiency of the steel pipes
processing plant, had acquired an enterprise in Dongguan
with the rights to domestic sales in Renminbi in January
2002 and reorganised it into a wholly-owned enterprise.
This would enable the Group to gain entry into the growing
domestic market in China and change the business model,
as restrictions imposed on operation rights, of having to
rely solely on the processing of import material and export
of end products. Such measure would safequard the long-
term development and profitability of the business.
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WORLDMETAL
HOLDINGS LIMITED
EBEFXOEERRS

The Group saw the successful spin-off by way of
reorganisation and listing of WorldMetal Holdings Limited
on the Growth Enterprise Market of The Stock Exchange of
Hong Kong Limited in October 2001. This has laid the
foundation for its independent operation, brand building
and future development.

The principal activities of WorldMetal are the provision of
Internet-based metal trading platforms and related value-
added services, metal industry information, IT consultancy
and application software development services. During the
year under review, the Group exercised stringent operational
cost control and proper utilization of resources to explore
the most appropriate direction to move forward.

In addition to actively preserving the sustainability of its
existing business, the Group plans to launch itself into the
territory of metal products logistics and related areas
through acquisitions or investments in the coming year,
with the aim of establishing a diversified business model
and strengthening its long-term profits base.

12

FL R
"ot mil

AEERREHSBETIRIMEEBR
RATKNEER =TT —F+AEDH
BaXGmalERoFLEm AEBTE
B EUME EEARETE T EM

ZEERETEEBARHEBESER
%¥L\&$ﬁﬁﬁifﬁﬁﬂﬁﬂﬁ“ TERE ITE
R ARERRTHERG - REBERA-
ZEEBREFEERET EREEER
BHSKEREBRRNLESR-

ERBRFHABXRGRELZENRAE Z&
B EINFH —FRBNE REARST
N EATEEBEmRAYRREEES
RIECABI R ZERANEEENL E
RERENR N AR



PROPERTY
DEVELOPMENT AND
INVESTMENT
EERMERIRE

The Group's joint venture investment, the Yangzhou Times
Square, is currently the shopping mall with the largest
commercial floor area in Jiangsu, China that has all with it:
shops, entertainments, restaurants, exhibition facilities, car
parks as well as indoor and outdoor concourse. After nearly
three years of project development, including negotiation,
design, construction, electrical and mechanical works,
internal fitting out and leasing, the Yangzhou Times Square
is scheduled for soft opening at the end of April, 2002.
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As the Yangtze River Delta is the most affluent area in
China with flourishing economic development, the project
had adopted a strategy of part-sale and part-lease. Buyers
of the premises can retain the services of the developer for
sub-lease agency and centralised property management.
With its majority interests are held for long term operations
and management, the project should ensure a stable and
long-term return through rental income, while it would
also enjoy the potential appreciation in value of the
property. All these are set for the best returns for the
shareholders.

During the year under review, sale and leasing was also
conducted in places such as Jiangsu, Zhejiang and Shanghai.
As at the end of March 2002, 363 shop units with a total
area of approximately 12,000 square metres had been sold,
bringing a handsome investment return at an average selling
price of around RMB10,000 per square metre. At the same
time, the leasing rights of some of the sold units have been
reverted to the project developer for centralised
management of sub-leasing.

At present, the stage for the trial operation has been set.
The functional layout of the shopping mall with a mix of
local and foreign brands is expected to be able to fulfill
the demands generated by local spending powers. Following
the opening of the shopping mall and with the ensuring
meticulous operation, it is envisaged that the project will
continue to create satisfactory investment returns and
appreciation in asset values for the Group.

The In's Square in Mongkok, Hong Kong, a long-term
investment of the Group, has not been affected by the
economic slowdown and managed to retain a stable rental
income, with existing leases signed up to year 2004.

14

ERRIZANATBREEHRNMEZ —
KEZEDER WZBABRDRITDHEE I
SHRE MEEMNERESIERPZERE.
B—EEMNEERE - ZEBRBERIBD
¥ERPLLETERERETNASE®R
FABEXA ABUE L ZEEHETS
MABEN BRERDREAKE-

A EEER A BRTE & H T35 9N IRFE T &R AT
I EBEEMBEMTET T SEKRKL
HENMBA - B#EZ_ET_F=AK BE&
i 3631E &H 70 T FE 49 12,000 75K FHHE
BEFH KO AR 10,0007T  £%15 I8 18 HY
WERFR-RE MRDEEE LN S HE

BEFIXEINA EHEAREES-

BAl HEXEBRAMBNIEC EFHAE-
BRBYTORENEMBMETHNE
BHIbmEAE BERREMIEEKFAHN
R EE’JKI B & %A B MRSk 2 XM
BLEE A AR R ZA B R E AR E
WRTMHREDRMEELE-

¢t§7|"$’§.§HH?§;§T—?ﬁEI’J?§5%EIﬁHn'S
Square R X EERENFE 2FEEHS
WARFERE - iﬁﬁfﬂ%’]ﬁﬁﬁ_%ﬁim
E'Eo



