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The entertainment industry has been faced by some of its
most trying times in the past year. Economies around the
region, in particular Hong Kong, which have still been
struggling to recover from the economic doldrums in the
past few years were dealt a second blow with the outbreak

of Severe Acute Respiratory Syndrome (SARS) from March
to May 2003.

Golden Harvest has not been immune to the onslaught of
SARS. The impact of SARS has been felt at our cinemas,
particularly in Hong Kong, where our exhibition business

took a beating at the box office.

However, the news is not all bad. In Singapore and Malaysia,
despite the rate of piracy and the outbreak of SARS, our
exhibition and distribution business has shown significant
improvements in performance. As a result, our three joint

ventures there posted record results.
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The performance of our businesses around the region is
testimony to the viability and the soundness of Golden
Harvest's strategies set in place in 2001 and 2002. During
that financial year, Golden Harvest made the decision to
consolidate our business by slowing down on production
and concentrating on our exhibition, distribution and film

financing interests.

In the short term, this change in strategy will impact our
profit and loss statement. But, Golden Harvest's three-decade
success story has always been built on long-term vision and
strategies, and the ability to forecast the winds of change

and act ahead of the crowd.

That success story has not changed. | strongly believe in our
company’s long-term vision and strategies. They are sound
plans that will continue to protect the interests of our
shareholders by minimising risks while still forging ahead
on new ventures and the exploration of new avenues of

business.
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As | mentioned before, the realisation of these long-term
visions will affect our bottom line for the short-term. This
year, this has been reflected in the write-down on our
production-related assets. On paper, these losses may seem
big but most of them are goodwill write-offs that will have
no impact on our cash flow. Our expenditure is under good
control, our head count is down and Golden Harvest

continues to operate debt-free.

In the long-run, however, Golden Harvest has much to look
forward to as our visions take shape. Besides a healthy
recovery in our businesses in Singapore and Malaysia,
Golden Harvest has also moved ahead on plans to manage
advertising in our own cinema circuits. While this decision
has yet to produce significant impact on our bottom line, we

believe that picture will change in the coming years.

In 2002, we talked about working closely with the Hong
Kong and Mainland authorities towards bringing more
Chinese language films into China, in particular the southern

provinces. This year, we have seen the promise of this in the
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Mainland China-Hong Kong Closer Economic Partnership
Arrangement (CEPA) signed in June. This new accord
surpasses our original hopes for just the Pearl River Delta;
in effect, this will throw the doors to the whole Chinese

market wide open for Hong Kong companies.

With Golden Harvest's prime position in the industry and a
brand name that has surpassed all and stood the test of
time, there is no doubt that Golden Harvest will continue to
be a leading player as these changes take effect. We will
continue to identify viable opportunities for the Group to
expand its presence in China where we already have had

presence for many years.

Outside of China, our plans are no less active. With our
exhibition and distribution businesses doing well in Singapore
and Malaysia, and our Hong Kong business moving back
on track, Golden Harvest will also be looking at new
investment prospects opening up in the Greater China and
Southeast Asian region. We have also been actively
negotiating with new investment partners that will help us

realise our expansion plans.
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With all these factors in place, | am confident that Golden
Harvest is on track in its plans to move towards its ambitions
of being a major Asian film distribution business. We have
the knowledge, we have the expertise and we have the

business savvy that will help us achieve these ambitions.

The potential market for Chinese language entertainment
has not diminished. If anything, the signing of CEPA and the
opening of the Mainland Chinese market will boost demand

to heights we have only hitherto dreamed of.

My belief in the Golden Harvest dream remains strong. While
we may take detours to get to our destination, there is no
doubt in my mind that we will get there in top form. Although
we are adjusting our strategy to fit into the current economic
situation, we are committed to remain a major player in the

Asian film industry.
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