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BUSINESS REVIEW AND OUTLOOK

In 2004, the Group’s businesses performed stably with a better
operating results and profit. Turnover increased by 6.5% to
HK$4.14 billion as compared with last year, with profit
amounted to HK$34.59 million. A loss of HK$89.71 million
was recorded last year.

Steel Business

In 2004, the imbalance between supply and demand of basic
raw and auxiliary steel materials, coupled with high oil prices,
has created waves of price up-surges in the steel markets in
the United States, Europe and China.

In particular, during the first half of 2004, the strong Euro
and US dollar had driven massive import of steel semi-products
and products into the European and American markets, where
commodity prices were higher than those in Asian regions,
attracting sales to these markets by major steel producers.
Meanwhile, China instituted administrative measures to halt
those low-level repetitive investment behaviour in certain
sectors, including the steel industry. These measures have led
to weakened market sentiment. Prices became even more
volatile while the market was thin. The buying power of the
Chinese market improved in the second half of the year.
Consequently, prices recovered steadily. Fuelled by keen
demand, import of raw materials such as iron ore fine and
various high technology flat steel products, which otherwise
could not be satisfied by domestic supply, also increased.

In response to changing market conditions, the Group’s trade
departments conducted their businesses prudently and made
timely adjustments to the operation strategies. In addition to
export of domestic steel products and steel slabs to Europe,
the Middle East and other Asian countries, it also increased
procurement and sales of basic raw materials, like iron ore
and iron ore pellets and various flat steel products, resulting
in desirable operating performance.

As for our steel manufacturing and processing business, the
Group’s two plants in Dongguan, China implemented stringent
measures to control costs and enhance both productivity and
quality, leading to remarkable improvement in turnover and
gross profit.
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BUSINESS REVIEW AND OUTLOOK (continued)
Steel Business (continued)

The Group believes that steel demand worldwide will maintain
its growth. In the long run, the overall economic prospect of
China continues to look promising. In response to market
demand, the Group’s trade departments will continue to
increase procurement of raw materials like iron ore and iron
ore pellets from different parts of the world, as well as to
build up long-term stable supply relationship with large-scale
refineries in China. In addition, procurement and sales systems
will be instituted integrating all material sources, based on
the requirements of different industries, such as automobile,
home electrical appliances, IT, machinery and construction,
and greater efforts will be placed on the marketing of flat
steel products. Export of China-produced steel products will
become a long-term market trend in future. As such, the
Group will step up its efforts in this respect. Meanwhile, the
Group anticipates good prospect in the steel manufacturing
and processing industry which focus on providing ancillary
services to foreign-invested companies in China, especially
those businesses engaged in extended processing services for
high value-added products like coated steel sheet, stainless
steel sheet and cold-rolled steel sheet. Construction of the
Group's new steel sheet processing plant in eastern China,
which cater for the IT and home electrical appliances
industries, is underway. The plant will become the Group’s
new area of profit growth when phase one of the project is
completed and commences operation this year.

The management anticipates that in 2005, adverse conditions
such as high oil prices, inflation and increase in interest rates
will persist in the global economy. With a good grasp of the
macro-economic trends and industrial cycles, the Group will
remain prudent in its operations, so as to create good sales
performance and profit contribution.
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BUSINESS REVIEW AND OUTLOOK (continued)
Property Development and Investment

The Group’s property development, Times Square in Yangzhou,
Jiangsu Province, having a total gross floor area of 68,800
square metres, was able to maintain full occupancy, with
remarkable increase in the rental level of newly entered or
renewed leases. To cope with its overall development needs,
subsidiaries are established to specialise in department store
business, property management and intermediary services for
real estate, with a view to further enhancing its professional
operation and service standards.

The Group believes that the project is a quality RMB asset
with great appreciation potential in the long run, as it benefits
from the demands produced by economic development in
the Yangtze River Delta. By implementing effective operating
and management measures, the project will generate
satisfactory investment return for shareholders.

LIQUIDITY AND FINANCIAL RESOURCES

The Group continues to be in a stable financial position and
maintains sufficient liquid funds. The disposal of the
investment property in Mongkok, Hong Kong in late 2004
has brought the Group extra working capital of approximately
HK$74,436,000 for expansion of businesses and has enhanced
the Group’s liquidity.

As at 31 December 2004, the Group had cash and bank
balance of approximately HK$267,232,000 (2003:
HK$196,036,000), current ratio (current assets to current
liabilities) and gearing ratio (total liabilities to total assets)
stood at 1.41 and 0.57 respectively (2003: 1.3 and 0.64
respectively).
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BEER:

LIQUIDITY AND FINANCIAL RESOURCES (continued)

The Group has developed long-term business relationships
with its bankers. Daily operations are well supported by the
existing banking facilities. As at 31 December 2004, the bank
borrowings of the Group were approximately HK$565,443,000
(2003: HK$779,126,000). Excluding the short-term loans on
trade finance amounted to approximately HK$375,470,000
(2003: HK$446,578,000), the maturity profile of other bank
borrowings as at 31 December 2004 was as follows:
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Within one year —FR 165 141
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After the fifth year hFE 8 39
190 332

On 1 March 2005, the Group has arranged a three-year
transferable term loan amounted to US$39,000,000 to
refinance the existing debts and to further widen the working
capital base.

All the Group’s bank borrowings were denominated in Hong
Kong Dollar, US Dollar and Renminbi, bearing interest at
prevailing market rates. No material exchange risk is expected
on the bank borrowings and no financial instruments have
been used for hedging purposes during the year ended 31
December 2004.

CONTINGENT LIABILITIES

As at 31 December 2004, the Group had the following
contingent liabilities: (i) guarantee for general banking facilities
granted to an associate amounted to approximately
HK$21,730,000 (2003: HK$21,730,000); (ii) Mainland China
land appreciation tax amounted to approximately
HK$24,728,000 (2003: HK$17,820,000); and (iii) guarantees
given to banks for mortgage facilities granted to the buyers
of the Group’s properties amounted to approximately
HK$35,910,000 (2003: HK$29,689,000).
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BEER:

CAPITAL COMMITMENTS

As at 31 December 2004, the Group had capital commitments
contracted but not provided for amounted to HK$14,913,000
(2003: Nil).

CHARGE ON ASSETS

As at 31 December 2004, the following assets were pledged:
(i) certain leasehold land and buildings with a net book value
of approximately HK$101,472,000 (2003: HK$105,300,000);
(i) certain motor vehicles and machinery of approximately
HK$10,862,000 (2003: HK$10,737,000); (iii) certain
investment properties of approximately HK$119,339,000
(2003: HK$362,980,000); (iv) certain inventories of
approximately HK$63,047,000 (2003: HK$21,822,000)
released under trust receipts bank loans; (v) certain short-term
investments of equity securities listed in Hong Kong with
market value of approximately HK$9,559,000 (2003: Nil)
released under margin facilities; and (vi) bank deposits of
approximately HK$1,394,000 (2003: HK$3,961,000).

STAFF

As at 31 December 2004, the Group employed 665 staff.
Staff remuneration packages are structured and reviewed by
reference to market terms and individual merits. The Group
also provides other staff benefits which include year end
double pay, contributory provident fund and medical
insurance. Share options and discretionary bonus may also be
granted to eligible staff based on individual and Group
performances. Training programmes for staff are provided as
and when required.
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