During the period under review for the six months ended 30 June 2004,
Chia Hsin Cement Greater China Holding Corporation (referred to as
“CHC Greater China” or the “Company”) achieved strong results.
Unaudited consolidated turnover and profit attributable to shareholders
was US$44,092,000 and US$12,295,000, respectively, which has
increased by 25.3% and 80.7% compared with that for the corresponding
period in the previous year. The Board of Directors did not recommend
the payment of interim dividend for the six months ended 30 June 2004
(interim dividend for the six months ended 30 June 2003: Nil).

During the period under review, the People’s Republic of China (the
“PRC”) experienced rapid economic growth. Growth in GDP was 9.7%
compared with that for the corresponding period in the previous year.
Investment in fixed assets also increased by 28.6%. These factors served
to create a sound business environment for the cement industry. At the
same time, the austerity control measures being implemented by the PRC
government also brought ongoing development opportunities for the
cement industry in the PRC, in particular for major cement

manufacturers.

The austerity control measures recently being implemented by the PRC
government were aimed at fostering sustainable and healthy development
of the national economy and to discourage excessive and redundant
investments. As such, a number of policies are being introduced by the
PRC government, including control of bank loans, clearing and
rationalization of non-compliance projects, strict control over land for
construction purposes, strengthening resource management over iron,
aluminium and limestone for cement, strengthening environmental
protection requirements, and the policy of “differential electricity
pricing” being implemented on inefficient enterprises. The
implementation of such policies did not have any adverse effects on CHC
Greater China. However, the non-standardized and small cement
manufacturers are expected to suffer seriously. Not only would the
redundant new projects be curbed, these measures would also facilitate
the restructuring, sustainable and healthy development of the cement
industry. The Directors expect that major cement manufacturers will
have enormous opportunities in rapid expansion and development in
future. At the same time, the short-term impact brought by the
adjustment in the cement market is also unavoidable. However, the
Directors believe that this is expected to be the course designated for the

cement industry to enter into a new phase of development.
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In order to be well-prepared for future development, CHC Greater China
will continue to implement its business expansion plan. During the
period under review, 80% of the investment in the expansion of its
cement grinding mill was completed. Trial production commenced on 1
August 2004. After the commencement of formal production, the cement
production capacity of the Group are expected to increase to 3,700,000
tonnes per annum. The planning and design of a second production line
for Chia Hsin Jingyang Cement Co., Ltd. (“Jingyang Cement”) is still
underway. The current construction cost of the plants is lower when
compared with the previous period. In order to capture the optimal
construction opportunity, the management is of the view that a more
comprehensive evaluation is necessary. Meanwhile, austerity control
measures have facilitated structural adjustments to the cement industry
which has brought about numerous opportunities for mergers and
acquisitions. The Group actively captures external opportunities in order
to enhance its capacity through acquisition. In terms of sales, the Group
established five new offices in Taicang, Nantong, Changshou, Zhenjiang
and Liuhe in the first half year, which served to further enhance the sales
capabilities of the Group, and laid a solid market foundation for the
expansion of production capability. At the same time, faced with the
short-term impact brought by the austerity control measures to the
cement market in the PRC, the Group plans to utilise its international
network to actively develop the overseas market, which will in turn
generate better returns for its shareholders. In addition, the Group will
continue to focus on its “behavioral differentiation” philosophy in its
sales services and become an expert on “customer care”, enhancing the

Group’s competitive edge.

Looking forward in 2004, the Group will face more opportunities and
challenges. CHC Greater China will endeavour to generate better returns
for its shareholders. Lastly, on behalf of the Board of Directors, I would
like to thank all sharcholders, staff, customers and suppliers for their
constant support and trust to the Group, and wish that such support will

continue in the future.

By Order of the Board
Wang Chien Kuo, Robert

Chairman

19 August 2004
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