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Introduction

Who is Li Ka Shing and why are we interested in him? Li is the first generation of the
billionaire’s empire; he built it from scratch. His is the chairman of major real-estate
developer Cheung Kong and conglomerate Hutchison Whampoa in Hong Kong. Cheung
Kong still a Hong Kong based enterprise but HW has extended its business worldwide.
The most notorious recent transaction is the purchasing of 10% of Bank of China in
conjunction with Royal Bank of Scotland. Li Family is a majority shareholder of CIBC
and Husky. There are a lot of rumors saying that China will buy Husky or even CIBC.
The rumor remains rumor. But why not?

Why does China buy foreign assets?

China’s economic growth creates tremendous pressure in multiple areas:

e The growth demands a lot of resources to manufacture or infrastructure building
to satisfy the higher living standard demand.

e  With millions of university graduates, skill workers at high tech is flooding the
country and crying desperately to find jobs to better use of the skills. High tech
jobs are highly demanded.

e After more than 20 years of open door policy and high saving rate, the national
saving is at alarming level. These money seeks high quality business investment
opportunity not just in China but overseas.

e Natural resources are abundant in China but not necessarily cheap. Non-
renewable resource should be preserved for future. Oil and base metal should be
imported as much as the country to bear.

In this article we focus on the natural resources.

To buy or not to buy

This question should be looked at from the angle of supply management theory. In a
consuming system, the supply of material for such system has to meet the rate of
consumption at an affordable price not just for now but for future. The future could have
higher or lower rate of consumption. If the market supply is relatively reduced then the
price will increase. There is also a possibility of reduction of supply relative to the
consuming rate. To guarantee the future supply is steady and at a affordable price, the
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management of source is called supply security. Among the price and availability,
availability is usually a more important factor than price.

After I have mumble through all these, I am bringing in another major piece of factor on
supply security; consumer and supplier relationship. The relationship could be
established by many methods such as contract, trust, political, financial or family.

Li Ka Shing is a patriot. He has donated more than U$1B to China to build more school,
set up funds, social investment and many other activities. In the past twenty years, he has
demonstrated the loyalty and dependability China looking for. His personal in grain
relationship with the senior political bureau has been believed to be the bridge to resolve
many dead lock between British Colony and China. Extending the circle to Canada, it is
logical to assume that Husky would be a secured oil supplier to China when she is
needed. As the result, China could provide more energy and effort to secure other source
of oil producer.

However, rest for sure, Husky will be one of the most active companies in China’s future
oil roadmap with privilege. For example, while Shell China has to invest 50% to form a
partner ship with China to drill oil, Husky receives a contract to drill oil. And CIBC will
play a similar vital role to assist China in the financial area.

To look further

e Forbes.com: Forbes World's Richest People 2004 -
http://www.forbes.com/finance/lists/10/2004/LIR.jhtmI?passListld=10&pas
sYear=2004&passListType=Person&uniqueld=SO0W &datatype=Person

e LiKa Shing Foundation
http://www.lksf.org/eng/about/likashing/index.shtml

o IS T - hitp://www.lksf.org/eng/index.shtml

e Li Ka-shing - Hutchison Whampoa
http://www.businessweek.com/2001/01 02/b3714029.htm

e TIME/CNN presents Global Influentials, the top 25 business people ... -
http://www.time.com/time/2001/influentials/ybli.html

e Asiaweek.com | Asiaweek Power 50, 2000 | Rankings 1-5 | 5/19/2000 -
http://www.asiaweek.com/asiaweek/features/power50/p501-5.html

e LiKa Shing Quotes - Hong Kong Entrepreneur -
http://www.woopidoo.com/business_quotes/authors/li-ka-shing-quotes.htm

e LiKa-Shing Seeks US Contract -
http://www.newsmax.com/archives/articles/2002/8/5/181935.shtml

e Merrill Lynch, Li Ka-shing Buy 4.84% Bank Of China -Source - Aug 18,
2005 -
http://money.cnn.com/services/tickerheadlines/for5/200508180444DOWJ
ONESDJONLINE000395_FORTUNES.htm

e WorldNetDaily: 'Cash register' Li Ka-Shing -
http://www.worldnetdaily.com/news/article.asp? ARTICLE_ID=20569
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e Li Ka-Shing Sneaks Back into the Wireless Game -
http://www.businessweek.com/2000/00_20/b3681207.htm

e TIMEasia Magazine: The Families that Own Asia - Li -
http://www.time.com/time/asia/covers/501040223/li.html

e LiKa Shing -- Facts, Info, and Encyclopedia article -
http://www.absoluteastronomy.com/encyclopedia/l/li/li_ka_shing.htm

e LiKa-shing Says He Has No Plans to Sell Husky Energy (Update1). Aug.
25 (Bloomberg) Aug 25, 2005 -
http://www.bloomberg.com/apps/news ?pid=10000082&sid=aHbQqauoeEy
Q&refer=canada

e Husky Energy Annual Report 2004 -
http://www.huskyenergy.com/investors/downloads/HSE_Annual2004.pdf

e Shell China web site -
http://www.shell.com/home/Framework?siteld=china-en
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