


The past few years have represented challenging times
for Asia. The outbreak of Severe Acute Respiratory
Syndrome (SARS) last year was a severe double blow
to the region which was still struggling to rebound from
an economic downturn. For many businesses in Hong
Kong, danger warnings were sounded.

But, as the Chinese saying goes, a time of danger is also
a time of opportunity; a time to put new plans and ventures
into action. At Golden Harvest, we have been doing exactly
that and, despite difficult times, we are now beginning to
see the fruits of our plans and firm convictions.

This has been helped in part by the stimulus for growth
provided by the signing of the Mainland China — Hong
Kong Closer Economic Partnership Arrangement (CEPA)
which came into effect in January 2004. New
opportunities in China for the Hong Kong film industry
have resulted in renewed confidence and a robust
rebound in the box office.

In the past few years, you have heard me talk about a
more dedicated approach by focusing on our core
businesses such as film distribution, financing and
exhibition. | am pleased to say that this strategy is now
paying off. Our decision to cut back on production and
concentrate on film financing and distribution have been
recognised and supported by our industry peers.

In the past year, we have been able to welcome new
shareholders and partners, which includes a joint-venture
with international entertainment entity, Typhoon Music
(PRC) Limited, a joint-venture between EMI Group Plc
and Mr. Norman Cheng who share our vision and are
supportive of Golden Harvest’s plans to expand our
activities in the areas of film financing and distribution
businesses.

For us, this reinforces our already strong belief that we
are going in the right direction and we will maintain our
vigilance in sourcing other new partners to strengthen
our capital base.
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Although our film production business still remains
largely dormant, our years of production experience have
also not gone to waste as we continue to outsource
our skills and services to external clients.

As | mentioned earlier, the box office has shown robust
recovery from SARS and our exhibition businesses in
Hong Kong, Malaysia and Singapore are showing strong
signs of growth.

In Hong Kong, admissions and box office were both up
and almost all cinemas reported positive operating
cashflow. Strong market growth and the success of our
marketing and programming strategies have also
resulted in strong performance in Malaysia. In Singapore,
we have also been pleased to see our market share
rise to 44 percent.

In China, the realignment of our geographical preference
from Shanghai to the Pearl River Delta region has elicited
positive reaction. The sale of our Shanghai sites has
significantly reduced the toll on our resources which we
have been able to inject into an excellent new site in
Shenzhen which will open early 2005.

This is in line with the vision | had laid out in last year’s

report of our plans to focus our China strategy first on
the Pearl River Delta region. To this end, we will continue
to identify and invest in other strategic sites in the region.

It is my strong belief that with the similarity in culture
and language, the Pearl River Delta region would provide
the most realistic and strongest foothold for Hong Kong
film companies wanting to set up a lasting foundation
in the Mainland China.
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While Golden Harvest pursues its strategic plans, we
are also prudent in keeping costs low. With the pull-out
from Shanghai, we have been able to reduce overheads
considerably. In Hong Kong, we have also seen cost
reductions with strict control over operating expenses
and a reduction in headcount. Our plans to consolidate
our two Hong Kong offices in the coming year will bring
about further savings for the Group.

Looking into the future, | see good prospects for the
Group. Since | laid out our new strategy and plans two
years ago, our vision at Golden Harvest has never
wavered. The ride may have been bumpy at times but
we are confident that we are moving in the right
direction.

The Group is seeing new breakthroughs in its core
businesses. We are celebrating new partnerships and
opening up new frontiers with our exhibition business.
All the signs show that we are on the right track and
we intend to keep our eyes on the target.
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