MANAGING DIRECTOR'S REPORT
BERESE

PYI remains committed to the long term potentials of the
Yangtze Strategy. We have taken measured steps to extend
our foothold to the middle reach of Yangtze River, in view to
connect our ports and logistics network with the upstream
and the rest of Yangtze, delivering a more complete bulk
cargo network and sustainable returns.
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DEAR SHAREHOLDERS, BURE
| am pleased to report the performance of PYI Corporation RAMRAR BATHREREREERAF (TREJRIA
Limited (“PYI” or the “Company”) and its subsidiaries (together, DA REMBE AR (BB [AEE]) BZE2008F9AH30
the “Group”) for the six months ended 30 September 2008. BIEAREAZERR -

FINANCIAL HIGHLIGHTS B2

9/2008 Change®# &
Turnover S $2,790 million A& T +15%
Gross profit EH $169 million B&JT +5%
Profit attributable to shareholders R BR P A5 5 $74 million B&T -76%
EPS — Basic ERGRAT] 4.9 cents -77%
Shareholders’ funds REES $3,588 million HE T +14%
NAV/S BREEFE $2.38 7T +14%

Note: M3k
Unless otherwise specified, all financial figures in this report are expressed BRBEEPIN RREENRERBEFHUBTREN -

in Hong Kong dollars.
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For the six months period under review, the Group recorded a
consolidated turnover of about $2,790 million (2007: $2,432
million), representing an increase of about 15% when compared
with that of last corresponding period. The increase was

mainly attributable to the increase in the Group’s business in

management contracting.

The Group’s gross profit increased by 5% to about $169 million
(2007: $161 million) as compared with the corresponding period
last year. Such gross profit represented a gross margin of 6%
(2007: 7%) of the consolidated turnover. Profit before taxation of
about $280 million was achieved as compared with about $696
million for the corresponding period last year. The Group's profit

before taxation was composed of:

(i)  net gain of about $40 million in management contracting
and property development management businesses (2007:
$49 million);

(i) net gain of about $5 million in port and infrastructure

development and logistics business (2007: net loss of

$6 million);

(iii) net gain of about $10 million in LPG distribution (2007:

net loss of $3 million);

(iv) net gain of about $16 million in treasury investment
(2007: $31 million);

(v)  net gain of about $320 million in property investment
(2007: $629 million);

(vi) net loss of about $4 million in property trading (2007:
$0.1 million);

(vii) interest income and other income of about $17 million
(2007: $41 million);

(viii) net gain of about $24 million (2007: $35 million) from share
of results of associates and jointly controlled entities;

(ix) net loss in investments held for trading of about $35 million
(2007: net gain of $5 million);

(x)  net corporate and other expenses of about $75 million
(2007: $61 million); and

(xi) finance costs of about $38 million (2007: $24 million).
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Net profit for the period attributable to the shareholders of PYI
was about $74 million (2007: $312 million) and basic earnings
per share was 4.9 cents (2007: 20.9 cents). The performance
was adversely affected by the set back in contribution from the
Group's engineering arm - Paul Y. Engineering and its subsidiaries
(the “Paul Y. Engineering Group”), as well as the reduction in
profit contributed from the property investment in Yangkou

Port, which only 1.95 sq km of land parcel was recognised

as investment properties and revalued during the current

period when compared with 4.16 sq km of land parcel of last

corresponding period.

When compared with the Group’s financial position as at 31
March 2008, total assets increased by 15% to about $11,895
million (31.3.2008: $10,361 million) and net current assets
decreased by 47% to about $72 million (31.3.2008: $137
million). These changes were mainly attributable to the Group’s
further capital expenditure in Yangkou Port project. Consequently,
current assets decreased from 1.04 times to 1.02 times of current
liabilities. After accounting for the net profit of about $74 million
net of dividends declared of about $13 million as well as surplus
arising from Renminbi exchange translation of about $83 million,
equity attributable to shareholders of PYI increased by 6% to
about $3,588 million (31.3.2008: $3,377 million), representing
$2.38 per share as at 30 September 2008 (31.3.2008: $2.24

per share).

Net cash outflow from operating activities was about $13 million
and that from investing activities was about $324 million, and

net cash inflow from financing activities was about $365 million,
resulting in a net increase in available cash and cash equivalents

of about $28 million for the period under review.
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During the six months under review, PYI continues to take bold
steps in implementing its Yangtze Strategy and embarked on the

middle reach of Yangtze River.

Yangkou Port contributed about $18 million (2007: $7 million)
to the Group's operating profit for the period under review. The
income was derived from project management and access rights

of infrastructure in Yangkou Port.

Yangkou Port declared soft-opened in late October 2008, with the
Yellow Sea Crossing, the man-made island and a general cargo
berth being substantially completed as well as the navigation

channel declared opened.

In addition to the 4.16 sq km formed land brought forward from
the preceding year, about 2.95 sq km of our 42 sq km land bank
have reached the formed and serviced stage and obtained the
certificate of completion of land reclamation as at 30 September
2008. About 1.95 sg km of this parcel of formed land has been
reclassified as investment properties and revalued at fair value

of about $422 million. Revaluation gain of $320 million and its
relevant deferred tax charge of $144 million were recognised in
the income statement. The remaining 1 sq km of the formed land
is classified as stock of properties held for trading and carried at

historical cost.

Embankment for the final 20 sq km industrial land bank has
commenced, with 10 sq km scheduled for completion before
the end of 2009. Highways, railway, canal and other connecting
infrastructural and utility associated with Yangkou Port are being

developed by others.

With the materialization of all the above facilities and plans,
Yangkou Port is poised to become a major deep-sea hub port in
Eastern China specializing in raw materials, coal, petroleum and
chemicals storage and trans-shipment as well as a large scale

petrochemical industrial and logistic zone.
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Nantong Port contributed about $25 million (2007: $20 million)
to the Group’s net profit for the period under review. It recorded
a net profit of about $70 million (2007: $68 million) for the nine
months ended 30 September 2008. Improvement in profitability

was due to revenue growth as well as successful cost control measures.

Bulk cargo throughput increased by 4% to 29 million tons in
the first half of 2008 while container throughput grew by 13%
to 210,000 TEUs. However, it is expected that the throughput
of Nantong Port will follow the global downturn of economy
and flatten in the second half of the year. Modernization and
upgrading programs are underway with a view to increase

capacity and enhance profitability.

In January 2008, at the special general meeting, shareholders

granted a mandate for PYI to acquire up to 12.32% equity

interest in Nantong Port Group held by SDIC Communications Co.

There were no participants in two public auctions held in Beijing
in July and October 2008. PYI has not been offered to exercise
its pre-emption right either. Taking account of the current market
situations, it would be highly unlikely for PYI to acquire such

equity interests from the vendor.

In September 2008, PYI entered into an agreement to invest

in Yichang Port Group Limited (“Yichang Port Group”) by way
of injection of new capital into Yichang Port Group, which
represented a 51% equity interest in the share capital of Yichang
Port Group as enlarged by the investment. The total sum payable
by PYI under the agreement is about RMB149 million (equivalent
to about $170 million). Subject to satisfaction of various
conditions precedent, the completion of the transaction was
expected to be in February 2009. Details of the transaction are
set out in PYI's announcements dated 3 September 2008 and 2
December 2008, and PYI's circular dated 23 September 2008.

During the period, PYI has signed various memoranda of
understanding for port and logistics investment opportunities
along the Yangtze in Chongging, Jiangying, Changzhou, Huzhou
and Jiaxing. These opportunities progressed into different stage

of negotiations in each respective location.
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Paul Y. Engineering Group achieved turnover of $2,499 million
(2007: $2,214 million) during the period, up 13% compared with
the same period last year. It contributed about $40 million (2007:
$49 million) to the Group’s operating profit during the period.

During the period, Paul Y. Engineering Group secured new
contracts totaling $2,765 million in aggregate value. Subsequent
to the period under review, the engineering business secured

additional contracts worth $241 million.

The growth momentum of Paul Y. Engineering Group during the
period was constrained by the slowing of property sectors in
Hong Kong, the Mainland, Macau and other markets, which have
been substantially affected by the sub prime mortgage crisis in
the United States and its ripples. With the launch of government'’s
Ten Major Infrastructure projects plan of $250 billion in the

next five years and a stable property market backed by low
interest rate, as well as a healthy and stable labour market, it
will revitalize the construction market in Hong Kong. Also, as PYI
continues to capture opportunities from port-related property
development, the wealth of experience and expertise in large-
scale infrastructure projects possessed by Paul Y. Engineering

Group will continue to be a solid partner of PYI.

Based in Wuhan, PYI's wholly-owned Minsheng Gas owns

and operates the largest LPG terminal and storage facility in
Central China. Through its mature wholesale and retail network,
Minsheng Gas has captured a substantial share of the Wuhan
LPG market for automotive consumption. The LPG distribution
business achieved an operating gain of about $10 million (2007:

loss of $3 million) for the period under review.

Profitability has restored and returned to positive margin since
the uplift of nation-wide price regime approved by the Central
Government during the period. As a responsible corporate citizen
under the suppressed domestic oil price regime, Minsheng Gas
switched to the lower cost domestic LPG in order to mitigate cost
and losses were partly offset by the Government subsidy at times

of negative margin.
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Property investment and property trading in aggregate
contributed about $316 million (2007: $629 million) to operating
profit for the period under review. The profit is mainly attributed
to the gain in fair value of investment properties from the

1.95 sq km (2007: 4.16 sq km) formed land in Yangkou Port of
$320 million (2007: $628 million).

Out of our 7.11 sq km land bank having reached the formed and
serviced stage as at 30 September 2008, about 1 sq km has been

classified as stock of properties held for trading at carrying cost.

Little Yangkou is situated at about 35 km west of Yangkou Port.
Preliminary advance works was underway with a view to develop

it as resort and amenity for the Yangkou industrial zone.

Wanhua Zijin Garden, a residential property development near

Yangkou Port with a gross floor area of 65,000 sq m, is partial

completed and sale contributions commenced in November 2008.

Nantong International Trade Center is a commercial and office
tower with a gross floor area of some 80,000 sg m. The building
was topped-out in November 2008 and is expected to be

completed in 2009. Presale activities are underway.

Pioneer Technology Building is a commercial complex with

gross floor area of some 20,000 sq m situated in Hangzhou,
which is held as an investment property to derive rental income.
Occupancy in the building is expected to be in excess of 80% by
the end of 2009.

The Treasury investment business contributed about $16 million
(2007: $31 million) towards operating profit for the period

under review.
Portfolio of high-yield loans receivable amounted to about

$353 million (31.3.2008: $340 million), equivalent to about 3%
(31.3.2008: 3%) of the total assets of the Group.
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During the period, the Group did not have material acquisition

and disposal of subsidiaries and associates.

Since the balance sheet date and up to the date of this report,

there is no major subsequent event.

The Group continues to adopt a prudent funding and treasury
policy with regard to its overall business operations. A variety
of credit facilities are maintained to meet its working capital
requirements and committed capital expenditures. The loans
of the Group bear interest at market rates and are with terms
of repayment ranging from one year to six years. In an effort
to minimize the adverse impact of exchange rate and interest
rate fluctuations on the Group’s earnings, assets and liabilities,
the Group continues to manage the fluctuation exposures on

specific transactions.

As at 30 September 2008, the Group's total borrowings amounted
to about $2,483 million (31.3.2008: $2,046 million) with $1,118
million (31.3.2008: $959 million) repayable within one year and
$1,365 million (31.3.2008: $1,087 million) repayable after one
year. Out of the Group’s total borrowings of about $2,483 million,
about $275 million was non-recourse to the Group (excluding the

Paul Y. Engineering Group).

As at 30 September 2008, $448 million (31.3.2008: $337 million)
of the Group’s borrowings bore interest at floating rates and were
denominated in Hong Kong dollars, $125 million (31.3.2008:
$121 million) bore interest at fixed rates and were denominated
in Hong Kong dollars, $1,780 million (31.3.2008: $1,362 million)
bore interest at floating rates and were denominated in Renminbi,
and $130 million (31.3.2008: $226 million) bore interest at

a fixed rate and were denominated in Renminbi. The Group’s
gearing ratio was 0.69 (31.3.2008: 0.61), which is calculated
based on the total borrowings of $2,483 million (31.3.2008:
$2,046 million) and the Group’s shareholders’ fund of $3,588
million (31.3.2008: $3,377 million).
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Cash balances at 30 September 2008 amounted to about

$745 million (31.3.2008: $636 million), of which about $113
million (31.3.2008: $34 million) has been pledged to banks to
secure general credit facilities granted to the Group. As at 30
September 2008, the Group has a net debt position (being cash
balances net of bank borrowings) of $1,436 million (31.3.2008:
$1,143 million).

In July 2007, the Group, through its 75% owned subsidiary
Jiangsu YangKou Port Development and Investment Co.,

Ltd., entered into a 7-year project loan facility agreement for
RMB960 million with a syndicate of eight domestic banks in
Nanjing, the PRC. This syndicated loan, bearing the current
Renminbi long-term loan benchmark interest rate as announced
by the People’s Bank of China, has been used to fund
construction of the 13 km Yellow Sea Crossing and the 1.4 sq
km man-made island at Yangkou Port. As at 30 September 2008,
the Group utilised the syndicated loan in an aggregate amount of
RMB850 million.

As at 30 September 2008, the Group has contingent liabilities in
respect of guarantee given to a bank for banking facilities given
to an associate of about $12 million (31.3.2008: $10 million)
which was non-recourse to the Group (excluding the Paul Y.

Engineering Group).

As at 30 September 2008, certain property, plant and equipment,
land and sea use rights, investment properties, properties under
development, stock of properties and bank deposits of the Group
with an aggregate value of about $1,085 million (31.3.2008:
$916 million) and benefits under certain construction contracts
have been pledged to banks and financial institutions to secure
general credit facilities granted to the Group. As at 30 September
2008, about $46 million (31.3.2008: $43 million) of these
pledged assets were used to secure credit facilities which were non-

recourse to the Group (excluding the Paul Y. Engineering Group).
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As at 30 September 2008, the Group has expenditure contracted
for but not provided for in the consolidated financial statements
in respect of acquisition of certain property, plant and equipment,
project under development, properties under development

and equity investments in the amount of about $726 million
(31.3.2008: $1,155 million).

Including the directors of the Group, as at 30 September 2008,
the Group employed a total of 2,087 full time employees
(31.3.2008: 2,054). Remuneration packages consisted of salary as

well as performance-based and equity-based bonuses.

Further, PYIl has implemented three share-related incentive
schemes to provide alternative means to motivate employees

and promote their loyalty in line with the Group's strategy.

Such schemes benefited the Group’s staff both in Hong Kong and
the Mainland.

The board of directors of PYI has resolved that in view of the
recent deteriorating global economy, it is prudent for PYI to
retain an appropriate level of funds for any potential business
opportunities as and when they arise, and therefore does not
recommend payment of an interim dividend for the six months
ended 30 September 2008 (2007: 1.5 cents per share).

The global financial meltdown has certainly impacted upon the
international trade and hence the economic growth in China.
Shipping and logistics sectors along the Yangtze River could not
be immune from such effect. It is expected that the RMB4 trillion
Stimulus Program will induce major infrastructure spending along
the Yangtze River and in the coastal region of the Yangtze Delta.
China is set to launch numerous social and economic programs
with a view to maintain economic growth momentum through

induced expansion in domestic demands.
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PYI remains committed to the long term potentials of the Yangtze REBEEEEREFRFENINRIIERE - AEBHYH
Strategy. There will be structural adjustments to the composition ENAORECZEASIEHEBMERAR UREAEE

of our current port investments made in line with our financial MSae ) - WRAIREBETREEOREZHBHEKS
capacity. That may lead to partial divestment of some existing - MBMFELEREZRMADES - REEPRN  RE
port investments. Increase in financial liquidity will be a key FRAWBRIRENAREAZ —OEEB %2 RiE -
short term focus. During the period under review, PYI has taken MEIFHFELEEZ - REBGRRE BERMS
measured steps to extend its foothold to the middle reach of ARYEAFERT EFREMRGGEAED  BRKE
Yangtze River by agreeing to acquire 51% stake in Yichang Port - E&Z AREBREHELE - WHERBZEMEHDER -

one of the eight largest ports on the Yangtze River. Such earning
accretive investment will connect our ports and logistics network FHEABHETRKEORE  REJRIBELODE
with the upstream and the rest of Yangtze, delivering a more RIIRBE TR 2 BB - RSB NRAREREE -

complete bulk cargo network and sustainable returns.

Facing such high uncertainty and trying time, PYI remains

confident in meeting the challenges in delivering our Yangtze

Strategy as well as enhancing our shareholders’ value. wH
g2sR
Yours faithfully, B34

&% 2008128128
Lau Ko Yuen, Tom
Managing Director

Hong Kong, 12 December 2008
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