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Half-year Results

The Group’s unaudited consolidated turnover and profit attributable to
the Company’s shareholders for the six months ended 30 June 2009
amounted to approximately HK$35,047 million and HK$1,158 million
respectively, representing an increase of 10.2% and decrease of 22.2%
over that of last year. Basic earnings per share from the operations were
HK$0.48 compared to HK$0.62 for the same period of 2008. Excluding
the after-tax effect of revaluation of investment properties and major
disposals, which led to aggregate gains of HK$192 million in the first
half of 2009 and HK$466 million in the first half of 2008, the Group’s
underlying unaudited consolidated profit attributable to the Company’s
shareholders would decrease by 5.5% for the first six months of 2009.

Interim Dividend

The Board has resolved to declare an interim dividend of HK$o0.14 per
share for the six months ended 30 June 2009 (2008: HK$0.15 per share)
payable on or around 16 October 2009 to shareholders whose names
appear on the Register of Members of the Company on 5 October 2009.

Prospects

The Gross Domestic Product (“GDP”) growth of the Chinese Mainland
for the first half of 2009 was better than market expectations. With a
belief that the mainland economy is still away from a thorough recovery,
the central government has kept its positive fiscal policy and loosened
monetary policy to bolster the improving trend of the local economy.
While the Hong Kong and Chinese Mainland economies have both
suffered from the global financial crisis, the continuous recovery in our
overall underlying profit is encouraging although it still showed a year-
on-year decline in the first half of 2009.

In response to the challenging economic climate, the Group has
sought to further consolidate its foundation by focusing on its three
core businesses, namely retail, beverage and food businesses. For
this reason, the Group has been assessing the feasibility of various
alternatives for restructuring the non-core businesses. Discussions
have been held with potential investors which may lead to partial or
complete disposal of the business but no agreement has been reached
and no timetable has been set.

To better prepare ourselves for the opportunities, the Group will
implement numerous measures such as system automation and
enhancement of fund utilization management and staff efficiency to
support our quality growth in the future. Our previous emphasis was on
market share through mergers and acquisitions, but the Group will now
also focus more on profitability through cost control, risk management
and cash management.
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Prospects (continued)

The deflationary environment which the Chinese Mainland has faced
since February 2009 has been unfavorable to the supermarket
operation. Our supermarket operation has adjusted its strategy to meet
consumer’s trade down habits in economic downturn and to some
extent, has mitigated the impact of the adverse economic environment.
Looking forward, we will continue to strive for stronger ties with
suppliers, centralized procurement and sound inventory management to
keep costs at a low level. Future expansion will be carried out mainly
through new store openings supplemented by same store growth and
mergers and acquisitions. In order to enhance management capability,
initiatives on advanced accounting automation have been taken in our
operation. Once the economy resumes growth, we are confident that
our traditional trade up strategy will have an optimal environment to
maximize its benefits.

Sales volume growth of our beer operation considerably outperformed
the market during the first half of the year by growing more than
twice as fast as the industry average. Notably, we have strengthened
our presence in certain provinces such as Liaoning, Heilongjiang,
Anhui, Zhejiang and Shandong. We have also acquired the minority
equity interests in certain non-wholly owned subsidiaries. Apart from
acquisitions, the Group will capture the opportunities to accelerate
our industry consolidation policy by means of investment in greenfield
breweries and upgrade of existing breweries. Such strategy will not only
increase our market share but also improve the overall net profits of the
business. Concurrently, the decline in the costs of raw materials in the
market, coupled with our efforts in controlling raw materials will further
lower production costs and boost our profitability. Looking forward,
there will be substantial growth potential in the mainland beer industry
as its beer consumption per capita is still relatively low in comparison
with Japan and other European countries.

Like our beer operation, our purified water operation also recorded
robust profitability growth. Expansion both within and outside our
Guangdong home base has recorded initial success. We believe that
the demand for packaged water in the Chinese Mainland will continue
to rise over time. In future, we will continue to consolidate our leading
position in Guangdong Province as well as striving to gain market share
in other regions.
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Prospects (continued)

The economic downturn and initial losses of certain new projects have
mildly affected our food business in the Chinese Mainland. However, our
meat processing bases in major cities including Shenzhen, Shanghai and
Hangzhou continue to record volume growth in slaughtering. In Hong
Kong, competition in the live pig import market has eased since the
end of last year, which makes our operating environment in Hong Kong
more stabilized. Since Chinese consumers are increasingly concerned
about the quality and safety of food, the impressive track record on
food quality and safety in the Hong Kong business model with our well-
known compliance with stringent food safety standard has become
our competitive edge in expanding our food business in the Chinese
Mainland, and helped build a solid platform to facilitate our future rapid
development. Marine fishing will continue to benefit from lower fuel
costs as well as establishment of fishing products distribution counters
in the Chinese Mainland. In general, our food business will maintain
its development strategy with meat, assorted foodstuff and seafood
distribution.

Slow recovery in the overseas market and severe competition in the
mainland textile market continued to drag down the performance of the
textile industry. Proactive measures were taken in dealing with some
non-performing assets within the business. Cost control measures such
as intermittent production suspension, reduction in cotton inventory and
tightened costs have reaped the initial benefits which are expected to
sustain. In the future, our established niche in high-end yarn and nylon
products as well as leisure wear will continue to support our textile
business.

Since the emergence of financial crisis, the economic environment
in developed countries has rapidly deteriorated, leading to a severe
slump in mainland exports which was a key growth driver in the past.
The central government reacted decisively by announcing a massive
stimulus package in late 2008. Alongside proactive fiscal and monetary
policies, the mainland GDP growth for the first half of 2009 surpassed
market expectations. Initial signs of recovery have also appeared in the
mainland property and stock markets. However, the Consumer Price
Index (“CPI”) in the second quarter remained negative. It is still unclear
whether the economic recovery in the Chinese Mainland is stable and
sustainable. Despite the risks associated with such uncertainties, the
management believes that the current environment also abounds with
opportunities and the Group is cautiously optimistic about its future
development.
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Internal Control

The Board recognizes that it is their overall responsibility to establish
and maintain sound systems in risk management, internal control
and governance to ensure accomplishment of corporate goals and
objectives, safeguard the Group’s assets and stakeholders’ interest as
well as ensure the reliability of financial and corporate reporting. The
Group adopts the control frameworks outlined by both the Committee
of Sponsoring Organizations of the Treadway Commission (“COSO”)
in the United States and the Hong Kong Institute of Certified Public
Accountants as our standards in establishing control systems and the
best practice among our group companies. Our internal control system
consists of five key elements, namely the existence of an effective
control environment, risk management, communication and information
system, cost effective control activities and proper monitoring
mechanism.

The Board conducts regular reviews of the Group’s internal control
system through regular review of the internal audit reports. The Audit
Committee oversees the reliability of financial reporting and the works of
auditors, both internal and external. For the six months ended 30 June
2009, the Board has reviewed and is satisfied with the effectiveness of
the Group’s internal control and risk management systems currently in
place.

Corporate Risk Management

The Board believes that effective corporate risk management, being
an important element of good corporate governance, is indispensable
for sustainable business growth. In view of the fact that managing
enterprise risk is particularly challenging for a conglomerate, the Board
feels compelled to ensure that a proper risk management process
is in place to achieve our business objectives and protect corporate
reputation and shareholder value. Our management philosophy is to
reduce the likelihood and the effect of risks before they occur, and deal
effectively with problems if they arise.

Corporate Governance

The Board acknowledges that it should be properly accountable for its
actions and performance. Thus, the Group has strong emphasis on the
importance of transparency with a view to providing the public with
sufficient information to assess the effectiveness of its management
and operations. To this end, the Group continuously maintains open
dialogues among its senior management, operational management and
the investment community. For the first six months of 2009, we had
around 120 meetings with over 300 fund managers and analysts to
discuss the Group’s latest business developments, plans and strategies.
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Corporate Governance (continued)

The Group’s commitment to maintain sound and effective corporate
governance practices has been well recognized by the investment
community. During the period under review, the Company was selected
as one of the recipients of the “Recognition Awards 2009 — Asia’s Best
Companies for Corporate Governance” by Corporate Governance Asia for
the fourth consecutive year. It was also rated one of the companies with
the best corporate governance and the best investor relations in China
by FinanceAsia.

Corporate Social Responsibility

Social responsibility is fundamental to the way in which the Group
operates its businesses. Our social responsibility efforts cover diverse
areas of social and environmental aspects and one key element is our
dedication to preserving the environment.

On 28 March 2009, all self-operating stores of our supermarket
operation switched off one-third of their lightings for an hour at night
in support of the Earth Hour event. Besides, the mainland operation
actively promotes energy saving in the community. It sponsored the
National Energy Conservation Week 2009 held in Shenzhen in June
and produced a brochure on energy saving tips jointly with the local
government to raise public awareness of environmental protection. In
order to save energy, our retail stores in Hong Kong were committed
to reducing the use of lightings and energy consumption, while our
investment property division carried out a comprehensive evaluation
on the feasibility of reducing lightings and electricity consumption in
the public area of its properties. Our logistic operation has replaced
diesel forklifts with electric forklifts and gasoline lift trucks in Yuen Fat
Godown.

During the period under review, our purified water operation took steps
to reduce water and electricity consumption through the implementation
of various initiatives including the installation of water-saving devices
in factories in Guangzhou and Shenzhen. The installation was nearly
completed and expected to be in gradual operation in the second half
of the year, which will notably reduce water use.

Our brewery operation promoted the application of a new system
which can effectively reduce energy consumption by about 10% during
the refrigeration process. Besides, it is researching on the application
of carbon dioxide capture system and testing is being carried out in
different factories. Our textile operation also continued to enhance its
energy-saving monitoring system to reduce energy consumption.
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Corporate Social Responsibility (continued)

We are committed to investing in communities where we have presence.
In January this year, our brewery operation selected and paid for 60
college students in Jingzhou City who were in financial difficulties to
provide regular tutoring service to children of the 60 poverty-stricken
families. Our food operation is also actively participating in a project
entitled “China Resources Hope Town” in Bose City, Guangxi Province
organized by our parent company. Capitalizing on its expertise in live
pig farming and distribution, Ng Fung Hong seeks to help local villagers
to have a sustainable livelihood by providing them assistance in terms
of sourcing, sales and trainings in the live pig farming business so that
they can make a living out of the business. Our supermarket operation
also organized community services like visiting old people in nursing
care and children who need special education in the Mainland China as
well as handicapped youth in Hong Kong. We will continue to improve
the quality of life in communities where our businesses are located.

Appreciation

On behalf of the Board of Directors, | wish to express our heartfelt
appreciation to Mr. Song Lin for his guidance on CRE’s successful
transformation into a focused consumer company during his years as
Chairman. | would also like to extend our sincere thanks to Mr. Kwong
Man Him for the enthusiasm and dedication that he brought to the
Group as Deputy Managing Director. | am also pleased to welcome
Mr. Lai Ni Hium, who joined the Board as Executive Director and Chief
Financial Officer in June 2009.

The Group has thus far been resilient amid the challenging business
environment largely due to the support of our shareholders as well
as our valued customers, suppliers and business associates. The
commitment and hard work of our staff are also vital to the success of
the Group. Our sincere thanks go to all of them and we look forward to
their continuous support.

QIAO SHIBO
Chairman

Hong Kong, 3 September 2009
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