Chairman’s Statement
FEHE

In 2004, the Group achieved record turnover. However,
both electrical appliances business and cigarette paper
business suffered a decline in gross profit margin
because of continued escalating commodity prices.
Nevertheless, the Group was able to offset most of the
reduction in margin by increase in productivity, better
waste management and tighter overhead control. The
cigarette paper business has also suffered operating
losses from the new paper machines (PM3 and PM4)
because of a delay in ramping up to full production.
Despite the reduction in profit from the core businesses
and the initial losses from the new paper machines, we
benefited from a rebounding Hong Kong real estate
market and our investment properties has appreciated
in value substantially.

For the financial year ended 31st December 2004, the
Group’s consolidated turnover was HK$1,069 million
compared with HK$805 million in the previous year,
representing an increase of 32.8% in turnover.

Sales of electrical appliances/consumer and environment
products increased 41.3% compared with that of the
previous year. In 2004, our Group successfully diversified
into consumer products verses our traditional personal
care and small kitchen appliances. The most successful
products launched in 2004 were a new dehumidifier that
does not require the use of a compressor and an air
freshener. The Group would continue our emphasis,
together with potential customers to design innovative
new products. We are happy to announce that several
such products would be launched in 2005.

Cheung Fung cigarette paper division suffered operating
losses from higher financial charges and the delay of
production ramp up of the new PM3 and PM4 machines.
However, during 2004, the paper division has made a
progress in manufacturing porous plug wrap paper and
tea bag paper from the PM3 machines and converting
PM4 machines to manufacture both cigarette paper and
tipping paper. We have obtained FDA approval for tea
bag paper and have received orders from Taiwanese
and Sri Lankan tea bag manufacturers. We believe our
cigarette paper business would make a turnaround in
2005.
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The Group was able to maintain full occupancy of our
investment properties located at 410 Kwun Tong Road
in 2004. As Hong Kong real estate market has improved,
we do not anticipate any tenants drop out in 2005 and
expect our rental income to increase as some leases
are up for renewal in 2005. We are happy to announce
that the investment properties have a net gain from fair
value adjustment of HK$77 million according to a
valuation of HK$377 million provided by an independent
professional valuer.

The Group’s net profit for 2004 increased 47.2% to
HK$123.4 million, representing profit per share of 33.38
cents (net profit for 2003 was HK$83.9 million with profit
per share of 25.80 cents). For the year under review,
the Group’s general and administrative expenses have
increased 23.6% to HK$74.8 million compared with
HK$60.5 million in the previous year. Part of the increase
was due to additional expenses related to R&D activities
specially on higher margin consumer and indoor
environment improvement products, and partly as a result
of bonus paid to staff to celebrate our 40th anniversary.
To enforce our social responsibility, a donation of HK$3.5
million was also made to Hong Kong institutions in 2004.

The Board of Directors is recommending the payment of
a final dividend of 11 cents per share, making a total
payout of 16 cents per share for 2004 (2003: total payout
of 14 cents per share). The total amount of dividend
appropriated, based on the number of shares in issue,
is HK$59.3 million (2003: HK$50.3 million).

The book of transfers and register of member will be
closed from 17th May 2005 to 20th May 2005, both days
inclusive during which period no transfer of shares will
be registered. In order to qualify for the final dividend,
lodging of all transfers accompanied by the relevant share
certificates must not be later than 4:00 p.m. on 13th
May 2005 with the Company’s Registrars, Computershare
Hong Kong Investor Services Limited, at 46th Floor,
Hopewell Centre, 183 Queen’s Road East, Wan Chai,
Hong Kong. The final dividend is payable on 14th June
2005 to members on register on 20th May 2005.
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The liquidity position of the Group remains sound. lts
current ratio was 1.01 as of 31st December 2004, against
1.07 as of 31st December 2003. Bank balances and
cash were HK$178.5 million as of 31st December 2004
which was comparable with the balance of HK$180.1
million as of 31st December 2003.

During the year, the Group’s accounts receivable turnover
day reduced to 67 days from 74 days in the previous
year. The inventory turnover day decreased from 85 days
in year 2003 to 70 days in year 2004.

Total bank borrowings amounted to HK$403 million as
of 31st December 2004, representing a decrease of
HK$23 million over that of the previous year.

The Group’s debt-asset ratio decreased to 26% as of
31st December 2004, compared to 30% as of 31st
December 2003.

As at 31st December 2004, certain assets of the Group
with an aggregate carrying value of HK$669 million
(2003: HK$619 million) were pledged to secure loan and
borrowing facilities utilized by the Group.

The core business of the Group remains focusing on
small appliances/consumer and environment products
manufacturing. The Group has enjoyed high double digit
growth in sales over the last three years and we expect
a lower rate of sales growth in 2005 because we want to
maintain our gross profit margin and may opt to exit
from old, low margin products as a result of escalating
commodity prices. Our expansion in production capacity
started from 2002 would be completed by July 2005.
Together with new products being introduced in 2005/
2006, the Board is confident that the high double digit
growth experienced in 2002/2004 would pick up again in
2006.
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In 2005, we will continue to focus on developing new
environmental products in consumer and residential/
commercial markets, and new products with patented
technology to command higher premium/better selling
prices & margins. We will look at new ways to form
strategic partnership with our customers. We will continue
to execute effective supply chain management and
effective SG&A control contributing to sustained favorable
profit growth. With sufficient production capacity and
strong management in place, we are going to pursue
aggressive sales efforts to enlarge market share globally
and to maintain high capacity utilization rate. We will
continue to engage in high-tech joint-venture projects
with local and overseas institutions. At our Nansha factory
site, we have completed construction of 250,000 square
feet of new production facilities in winter of 2004.
Installation of new equipment are continuing and we
expect to fully utilize this extra capacity by early 2006.

On the property rental side, we expect rental income
from 410 Kwun Tong Road to be approximately HK$17
million for the full year, adding to the Group’s total income
for 2005.

Regarding the cigarette paper business, we have
successfully completed the product range (A-1 paper,
high porous plug wrap paper and tipping paper), and we
have our tea bag paper qualified for FDA approval as
well as received orders from several tea bag
manufacturers in Sri Lanka. At the same time, we are
optimistic that we can form a strategic partnership with
international cigarette paper partners to capture more
market share worldwide in the near future.

The Group currently employs approximately 70 Hong
Kong staffs and operates a defined contribution pension
scheme. Our factory in China employs about 300 staffs,
and workers employed directly or indirectly varied from
5,000 to 6,500 persons during the year. Remuneration
is determined by reference to the qualifications,
experience and performance of the staff.

On behalf of the Board, | would like to extend the Board’s
appreciation to all our staff for their hard work and
dedication throughout the year.

RIZEZRF RAIGEEDNIRRERANEELRKE
SREENFTIRBERINER AREBENRMAFHE
an PATE BN B = B9 A8 B BB 4F RO S5 B AR - R = kA
MEEHEEPREYRBEUENSIERR RAIBEERT
BRHHEEREEERRAARBUNHEERTTRERE
HOABERBENNBER-BERENERLNTEN
EEERG RMAKERBEENTHHEERE LEAR
PEERMENMEEER IRFTEELEHER K
PMreEERA MBI BRERSHURNAIEERE -
R-ZFZEMFELXF - RMNELBENRZT —ZTHEF
TRRMAEERE TSN REFEELT HME
HAR —_ZFEERFURNER S LA MESE-

EpEHEE T ZMERBEEMRENEFHES K
AR EEE—TEtEET BeUAKRE_ZTZTAFH
W AEL —EM AR

AR SEAEL RMEEKRINIMETE T EmEE (A-
1ER SEREEERLANOKREREE) mAHME
ENREBRCESFDAR AT MEENERRREBLE
P RO ] 5 o [ B - 3 (P9 S B I R 02 AR 7 5 BT A O SRR 1
KHBENERRILEE YEETANBREFED
MEBEIERMHER R

AEEREAFTEBEO LT A X AEEHSAERR
BARGFE-RAEBARKRNBEENFARBBEN =
BA BEEXREERBRBNIANETERTRBEAH
MLEREMB c2F KR A THERRER -

AANBREREZSYHMAREBEBE —FANGELR
FifERM Z BERUVRRR B -



{» RAYMOND Industrial Ltd. {)RE%EPR A - Annual Report 2004 F §

Chairman’s Statement
FEHRE

PURCHASE, SALE OR REDEMPTION OF OUR BE -HEZEE A& A 7K 7
SHARES

During the year, neither the Company nor any of its RFER AARKETMHBEQARMERE HERE
subsidiaries has purchased, sold or redeemed any of B {E{A] AR R ZH °
the Company’s shares.

By Order of the Board AEEZEGW

Wong, Wilson Kin Lae FE

Chairman BEERA

Hong Kong, 20th April 2005 &% —_TTHAFMA=1+H






