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FINANCIAL RESULTS

The consolidated revenue of Sing Tao News Corporation
Limited (the “Company”) and its subsidiaries (the “Group”) for
the financial year ended 31 December 2006 (the “Year”)
amounted to approximately HK$1,974 million as compared with
approximately HK$1,825 million last year. The Group recorded
an exceptional gain of approximately HK$57 million on reversal
of impairment of a loan receivable and an exceptional loss of
approximately HK$13 million on head office relocation. Profit
attributable to equity holders of the Company amounted to
approximately HK$178 million as compared with approximately
HKS$221 million last year.

The buoyant investment market in 2006 allowed the Group’s
prudent treasury investment operations to achieve a
respectable return. The Group will continue to exercise
prudent control measures to enhance return from the Group’s
treasury assets.

The board of directors of the Company (the “Board”) proposed
a final dividend of HK2.5 cents per share. The dividend for the
Year shall be HK4.5 cents per share.

FINANCIAL REVIEW

Liquidity and Financial Resources, Gearing Ratio, Charges
on the Group’s Assets

The Group maintained a strong financial position with a net
cash position throughout the Year. During the Year, the Group
paid approximately HK$101 million for deposits and purchases
of items of property, plant and equipment, and invested
approximately HK$39 million in an associate. As at 31
December 2006, the Group had a net cash balance (calculated
with reference to the Group’s cash balances and total
borrowings) of approximately HK$345 million (31 December
2005: approximately HK$291 million).

The gearing ratio, defined as long-term borrowings to equity,
was zero as at 31 December 2006 (31 December 2005: zero). As
at 31 December 2006, the Group had pledged time deposits of
HK$27  million (31 December 2005
approximately HK$55 million) to secure banking facilities

approximately

granted to the Group.
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Capital Structure, Exposure to Fluctuations in Exchange
Rates

The Group adopts a prudent approach in managing its treasury
function and uses different hedging methods to minimize the
impact of foreign exchange fluctuations on its financial
performance.

Contingent Liabilities

Save as the corporate guarantee given to banks to secure the
banking facilities, as at 31 December 2000, the Group did not
have any contingent liability or claim which the directors of
the Company (the “Directors”) considered to be material.

BUSINESS REVIEW
Media and Media-related Operations

The Group’s Media business recorded healthy growth during
2006 with a more diversified portfolio of products that
complemented ecach other. With the local and world economies
displaying continued strength, consumer spending was on the
rise which in turn contributed to bigger advertising budgets in
general. The Group’s Media Operations benefited from the
active advertising market and achieved solid results for the
year. Revenue of the Media Operations increased from
approximately HKS$1,359 million to approximately HKS$1,469
million, or by 8%, in 2006 as compared with 2005, partly due to
the full year contribution of Headline Daily. Despite the
corresponding full year impact of the additional operating
expenses associated with the free newspaper, operating profit
of the Media Operations as a whole improved significantly by
54%, from approximately HK$28.8 million in 2005 to
approximately HK$44.3 million in 2006. This is mainly
attributable to the growth in top line, rigorous efforts in
improving margins, as well as contribution by the Group’s
jointly-controlled printing and overseas businesses.
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Newspapers

Although the overall local advertising market remained
buoyant during 20006, property-related advertising spending
shrank by 13% as a result of the property market consolidation
carlier in the year. Being the industry leader in property
advertising, Sing Tao Daily was adversely affected by this
market correction. Nonetheless, continuous efforts on building
Sing Tao into a high quality newspaper for middle-class
readers, with focus on finance, education and lifestyle content,
had shown results. On the one hand, advertisements from
these sectors grew in volume and gained market share, which
helped to diversify the advertising customer base of the
newspaper. On the other hand, the improved content brought
in additional readers and raised circulation. Sing Tao Daily has
been registering readership growth for four consecutive years,
between 2002 and 2006, according to surveys by AC Nielsen.
Specifically, with the launch of a retail version of the
supplement “Investment Weekly”, which became one of the
most popular finance weeklies in the market, Sing Tao Daily
has successfully developed a brand presence in the finance and
investment segment.

Apart from readers’ support, the editorial excellence of the
newspaper also gained the market’s recognition. In the well-
regarded Hong Kong News Awards 2006 organized by The
Newspaper Society of Hong Kong, Sing Tao Daily took the
leading position by winning a total of 15 awards, including five
top honors, and became the newspaper with the most awards
in Hong Kong. In addition, The Standard also received five
other prizes in the Awards.

2006 marked the first full year operations of Headline Daily,
the Group’s free newspaper positioned for mass market
readers. During the year, Headline Daily clearly established
itself as the number 1 free newspaper in Hong Kong in terms of
circulation and readership, distribution network and content
coverage. In response to demand from the market, circulation
copies were increased to over 600,000 per issue, which further
widened the leadership gap with other operators. Headline
Daily committed additional resources to enrich its editorial
content, and a number of reputable columnists were
introduced to provide exclusive and insightful analyses on
political, financial and current affairs. During the year, it also
revamped its website www.hkheadline.com by adding a
selection of interactive content, which expanded its base of
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loyal readers. Headline Daily proved to be well-accepted not
only among readers but also advertisers. Advertising revenue
achieved consistent and significant growth throughout the
year, with major market share gains in the retail, personal
finance and education-related sectors. The financial
performance of Headline Daily well exceeded expectations.
Not only has it made a positive contribution to the Group’s
results for the year as a whole, but it has also complemented
the performance of the Group’s paid newspapers by providing
an effective advertising medium for mass market consumption
categories.

The Group’s English-language business newspaper, The
Standard, recorded another good year. Both circulation and
advertising revenue achieved stable growth. The latter
benefited from the vibrant financial markets in 2006, which
drove up revenue from listed company announcements, as well
as from increasing non-notices advertising. On the editorial
side, The Standard continued to enhance its content, especially
in finance and investment. It launched a new weekly
investment supplement “The Standard Money”, and also
worked in conjunction with Sing Tao Daily on introducing
Goodies, a children’s publication tailored for its student
readers. These efforts helped to diversify the readership base
and revenue sources for the newspaper, in face of the abolition
of mandatory announcements in newspapers by listed
companies, phase 1 of which will come into effect on 25 June
2007.

During the year under review, the overseas operations of Sing
Tao Daily continued to deliver satisfactory results in all major
markets. The global economy generally improved but
newspaper advertising spending in overseas markets actually
weakened due to competition from online advertising. In
addition, a range of new publications continued to enter the
overseas Chinese markets, which put pressure on advertising
volume and page rates. Nonetheless, thanks to previous
investments made in our overseas operations to strengthen our
product and readership bases, we were able to withstand the
competition and achieve sound increase in revenue. At the
same time, despite high newsprint prices and energy costs,
management exercised great care in controlling expenses and
increasing efficiencies to achieve growth in operating profit.

T

B IR E & W

B (RIEAHR) MEXDEERLD  THIXESH
R RAFEEERSRAFBERGRELR &
RATE - EAR R A BRI T 58RI
REERA - CRIER®R) WM BRIVEBREY -
TMEHASENEEBFEXEELRGAER BR
AR HEERBRIRHAEYNESEN - #RET
AEEBETRERENHRR -

REBENRXEE RV EEMARE CRIER) RA
FENMKBARY  HETRESRALEERETSIE
ReBEHFRAER—FTEAXENLETRRAEEM
EERNeRmEMLEA  S—FEAZRRIER
EHCESEBNER - HEAIE - (RXER#
BEERND  LEZERPERREFE - (EX
PTER) ¥ T ¥74% & A T){The Standard Money) °
WECES A EIEHELE TUEERBRN T E T
1 {Goodies/ N/ NEFBLE) o ELATEYE B IAFE (T
EHRYMEEERRARR - RSB ETA A
EREHENBRS ZHEAEHNTE  MAMBATEHN
E—REHER_ZSZLFNAZTEBER -

RAFE (EERRNBINEGHELERMBELTE
MIGHREEBEE - 2IREBEEEFE - B3
MBEBENBRFATE  BITMENERERSHS A
BFTRD o ioN - BEE — R TIYE A BN E
AT BEEENESARBEHERES - &E
Wit BRASEEMEEIINEBELINKRE &
BTHETERMEEER  EBIEHTARNE
FWEN  UYRGREMBAER - BEtRE - &
1% FE AR IR B P S R BB e RIS AR R E
REERKAGENFZE  EBEEENNIE
£ o

SING TAO NEWS CORPORATION LIMITED Annual Report 2006




Management Discussion and Analysis

BB & wm Mo AT

Magazines

The Group’s Magazine business faced intense competition
during the year. On the one hand, some of the competitors cut
cover prices in order to boost copy sales and, on the other
hand, magazine advertising spending came under pressure
from other media, in particular outdoor media. Against this
background, the Magazine unit maintained its market position,
grew its revenue and improved its profitability.

The flagship magazine East Week continued its strategy of
upgrading its quality and lifting its brand image, positioning
itself as a premium current affairs magazine. It introduced a
number of editorial enhancements and maintained its cover
price. It also succeeded in attracting a high quality clientele of
advertisers, especially in the categories of watches, cosmetics
and high-end branded products. Average advertising page rates
rose steadily and contributed to higher revenue and profit
margins.

In the lifestyle magazine category, East Touch remained an
icon of the most up-to-date trends in fashion, beauty,
entertainment and lifestyle, whilst JET has established a strong
position as a magazine focusing on sophisticated and quality
living. JET also launched a “mini” version earlier in the year to
offer its readers a more nimble format. By co-operating with
internationally renowned brands and by offering creative
advertising formats to advertisers, both magazines were able to
achieve advertising revenue growth despite a highly
competitive environment. PC Market continued on a steady
trend with improvement in advertising revenue, reinforcing its
position in the professional I'T market.

Recruitment Media

During 20006, the recruitment advertising market in Hong Kong
grew ever more challenging. Advertisers increasingly shifted
to the online recruitment media, which offered very aggressive
rates. The number of recruitment advertising pages in the print
media market declined by 4% as compared with the previous
year. JobMarket has been strengthening its online platform
throughout the year and managed to increase its online
revenue by 3 times, although its print revenue saw a decline.
New sources of revenue were opened up through offering
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value-added services including industry-tailored recruitment
supplements and events. The senior jobs website A-
performers.com gained increasing market recognition. At the
same time, the continuing education product, EDUplus.com.hk,
continued to be a market leader and won two awards in the
“HKMA/TVB Awards for Marketing Excellence 20006”.

Non-Media Operations

Trading

The Trading unit recorded good results during the year. The
digital camera market in the PRC continued its uptrend and
contributed to the Trading unit’'s 9% revenue growth. At the
same time, operating profit achieved a significant increase of
129% in 2006 as compared with the previous year, which could
be attributable to an improved operating environment in
general, as well as a successful strategy of diversification into a
new product range including other photographic products,
bags and watches. The unit will continue to leverage on its
distribution network to explore new business opportunities in
a prudent manner.

Other Non-Media Operations

The 40%-owned Broadband Content and Distribution unit
suffered from price competition and a generally stagnant
market during the year. Average revenue per subscriber
declined by almost one-third compared with the previous year.
Accordingly, management has reassessed the value of the
assets of this investment and the Group has shared a provision
for impairment of HK$29.5 million in 20006.

On the other hand, the 70%-owned E-Learning and Corporate
Training unit delivered respectable results for the year. With
the distant learning business in co-operation with the
University of International Business and Economics becoming
increasingly established and recognized, it provided the unit
with a stable revenue and profit base. Further growth will be
generated from the unit’s corporate training business which
sees increasing demand.
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PROSPECTS

2007 presents the Group with challenges as well as
opportunities. On the one hand, market competition is
expected to continue to be intense and operating costs, despite
the peaking of newsprint prices, will remain high. In addition,
the abolition of listed companies’ newspaper announcements
will negatively impact the Group’s revenue and profit.

On the other hand, it is anticipated that the Hong Kong
economy will continue its upturn, which bodes well for the
advertising markets in general. The Group has successfully
built up a balanced portfolio of media products which will take
advantage of domestic as well as global growth. Our strategy of
expanding into the free newspaper market has yielded positive
results. Headline Daily has not only performed above
expectations, but it has also opened up new advertising
revenue sources which complement Sing Tao Daily’s
established strengths in property advertisements. Headline
Daily will focus on further improving its content and
circulation strategy to reinforce its leadership position in the
market, and is poised to become a key contributor to the
Group’s growth and profitability.

In order to facilitate and support the further growth of the
Group’s media business, particularly Headline Daily, the Group
has recently announced plans to expand its production
capacity, including the lease of land, the construction of a new
printing factory and the purchase of printing equipment. Total
capital spending is currently estimated at approximately
HKS$290 million. Management will be prudent in implementing
the expansion plan, and continue to be rigorous in developing
our business strategy, diversifying our revenue sources and
controlling costs, so as to increase our competitive edge.

EMPLOYEES

As at 31 December 20006, the Group had approximately 2,100
employees.

The Group remunerates its employees based on individual and
business performance and competitive salaries and benefits are
paid to attract and retain quality staff. Other employee benefits
include medical insurance, discretionary bonus, share options
and provident fund schemes.
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