


• Revenue up 67.3% to approximately HK$381,312,000 on
strong growth in advertising

• Launch on 1st January, 2001, Phoenix InfoNews Channel
is the only 24 hour foreign satellite television channel
delivering financial news and current affairs in Putonghua
to Greater China

• Successful launch on 1st January, 2001 of the Phoenix
North America Chinese Channel, further expanding the
internationalisation of our Chinese programming operations

HIGHLIGHTS
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The directors (“the Directors”) of Phoenix Satellite Television Holdings Limited (“the Company”) have

the pleasure of presenting the unaudited consolidated income statements of the Company and

its subsidiaries (collectively referred to as “the Phoenix Group”) for the three months and six months

ended 31st December, 2000 (“the periods”) and the consolidated balance sheet of the Phoenix

Group as at 31st December, 2000, together with the comparative figures for the corresponding

periods and relevant date in 1999.

The first half of the financial year ending 30th June, 2001 was highly satisfactory for the Phoenix

Group, with a very successful Initial Public offering (“IPO”), strong growth in revenues from our well

established Phoenix Chinese Channel together with the launch of two new channels on 1st January,

2001. We have taken great strides towards our goal of becoming a unique broadcast media group

providing Chinese television programming to the 1.3 billion global Chinese population.

FINANCIAL REVIEW
Revenue of the Phoenix Group for the six months ended 31st December, 2000 rose sharply, by

67.3% over the same period last year. Profit from operations increased more modestly to

approximately HK$65,750,000 affected as forecast by investments in new operations. Earnings per

share were HK cents 2.00 and we are not recommending any interim dividend.

Advertising contributed 95.3% of revenues or approximately HK$363,383,000. Subscription

revenue accounted for 3.8% or approximately HK$14,397,000. Magazine advertising and

subscriptions, a new source of revenue, contributed 0.9% or approximately HK$3,457,000.

Geographically, the Phoenix Group's revenues continued to depend on mainland China, which

provided 87.9% or approximately HK$335,092,000. The remainder came mainly from the

Hong Kong SAR and Taiwan.

Operating costs increased by 36.3% over the same period of last year to approximately HK$315,562,000.

Though smaller than the increase in revenue, this rate of increase is much greater than before, and

reflects the additional costs involved in establishing the new channels. However, in the long-term our

operating costs should continue to fall relative to revenue, as economies of scale allow us to produce

more programming internally at an ever cheaper cost.

BUSINESS REVIEW
Television Broadcasting

The IPO and the success of our five-year old operations have given the Phoenix Group sufficient

investment capital to expand into areas of broadcasting that complete our vision to be a global

provider of high quality Chinese language programming.
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1. Phoenix Chinese Channel
The Phoenix Chinese Channel continues to provide the Phoenix Group with the bulk of cash flow and

revenue growth. The first half of this financial year saw revenue from this channel contribute strongly

to the overall rise. Both higher rates and growth in airtime utilisation contributed to the improvement

in revenue and cash flow. Despite raising our rates in July 2000, we have continued to see robust

demand, with prime time slots almost fully booked. As always, we have continued to enrich content.

This has involved paying close attention to viewer preferences for existing offerings and the launch of

new programmes.

2. Phoenix InfoNews Channel
Much effort during the year was devoted to the launch of our two new channels. The InfoNews

Channel, which began broadcasting on 1st January, 2001, is the first ever foreign satellite channel

delivering independent financial news and current affairs 24 hours a day in Putonghua to most Asian

countries including mainland China. As such, it represents another vehicle to access our growing

viewer base in Greater China. More distantly, it will form the basis of an Asian-based news and

information channel providing a unique perspective on world events that will grow to rival the major

US-based networks.

Currently, the InfoNews channel offers live news on the hour daily in News on the Hour. The prime

8:00 - 9:00 pm evening slot is served by Phoenix World Report. Anchored by well-known presenter

Sally Wu, this offers live financial and other news and is also aired simultaneously on our Phoenix CNE

Channel and the Phoenix North America Chinese Channel.

The channel is the only broadcaster televising the weekly briefing of the State Council – arguably the

world's most important regular press briefing apart from the Whitehouse briefings. We expect this to

excite interest from well beyond the region.

3. Phoenix North America Chinese Channel
The Phoenix North America Chinese Channel started broadcasting over DIRECTV, the largest

direct satellite television broadcasting platform in the United States in November 2000 in a soft

launch. After completing market testing and preparation, the channel was officially launched on

1st January, 2001.



This new channel marks a new milestone in our business development. Since launch, the channel

has received an overwhelming response from the Chinese communities in the United States and

sales have exceeded projections.

The channel's content reflects Phoenix's successful programming strategy, being a combination of

the best television talent and entertainment programming from Hong Kong, Taiwan and mainland

China. About 30% of the programming is drawn from Hong Kong-based channels and our own

in-house production. The remainder is selected to meet the specific needs of the Chinese community

in the United States.

The synergy of content sources not only reduces costs for the new channel, but enhances the

awareness and value of the Phoenix brand. The presence in the United States also significantly

strengthens our news gathering and reporting capability in North America, thus improving the overall

quality and quantity of our broadcasting.

International advertising sales should also be strengthened, since we can now work closely with

potential clients and potential advertisers will have direct experience in the United States of the

Phoenix platform and its potential as an advertising venue.

4. Phoenix Movies Channel
Our other channel for mainland China, the subscriber-based Phoenix Movies Channel posted a solid

performance in the first six months. The number of subscribing entities, consisting mainly hotels, high-

end residential compounds and government institutions in mainland China, continued to grow steadily.

The content we offer is growing steadily in variety. Starting in February 2001, the channel has added

a new time slot, Hot Premiere, showing first-run films. We continue to expand the Taiwanese section

of our library and have recently acquired some of the latest releases, including Hidden Whisper and

Fleeing by Night, among them are nominees for the prestigious Golden Horse Awards.
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We are also taking full advantage of themes to promote interest in our broadcasts. In February,

following the Valentine's theme, we are broadcasting the films of Asian superstar Andy Lau, including

his heart-warming tale “Fascination Amour”, also featuring Japanese star Ishida Hikari. The Feature

of the Month is “If the Sun Rises in the West”, a Korean version of the popular British movie,

Notting Hill, starring one of the hottest Korean actresses, So-Young Koh.

5. Phoenix CNE Channel
The Phoenix CNE Channel is a free-to-air service that broadcasts to 25 countries in Western Europe,

targeting the Chinese population. The channel has increased its programming from six to eight hours

a day since 1st January, 2001.

Magazine and Web Site

To enrich the experience of our viewers of the Phoenix Group as a broadcaster, and to provide

advertisers with alternative channels to leverage their advertising into non-broadcast media, we launched



the Phoenix Weekly magazine and the www.phoenixtv.com website. These offer high quality editorial

about our programming and issues of topical interest that help stimulate interest in our channels.

We will consider expanding our range of traditional print and online publications if we see avenues for

expansion that offer profit potential or create considerable synergies with our existing operations.

Liquidity and Financial Resources

The expansion of the Phoenix Group during the six months has been made possible in part by the

HK$732,588,000 in funds raised in our IPO. This and strong operating cash flows have given the Phoenix

Group a healthy financial position and we foresee no need to raise further capital in the near future.

At 31st December, 2000, the Phoenix Group had cash in hand of approximately HK$797,184,000 and

debt of approximately HK$156,127,000, for a net cash position of approximately HK$641,057,000.

These funds are conservatively deposited with banks pending our need to use them for business

expansion, either according to our existing strategic plan or in response to opportunities that may

arise to add to our core businesses.

PROSPECTS
Every indication is that the high trajectory set in the first half will continue into the second.

Higher Advertising Revenue

We expect advertising revenue once again to show strong growth. Although the penetration rate for

prime time slots on our Phoenix Chinese Channel is now very high, suggesting limited potential to

increase advertising airtime minutes, we believe some growth will come from lesser slots. With our

rates still favourable, we believe there is also considerable room for increasing rates. We have raised

these from US$2,600 for a 30-second slot in 1997 to US$4,500 in July 2000, despite which,

advertising airtime sales continued to increase.

Building the New Channels

The successful implementation of our ambitious plans for the two new channels is clearly a challenge,

but we believe we have put in place experienced management teams able to drive the process

forward. The operational costs of the two new channels will, however, subdue profit growth, since
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being in their start-up phases, they will contribute only marginally to revenue during this period, while

operating expenses will continue to rise sharply. However, as our operations grow, we will continue

to achieve long-term improvements in operating efficiency, which have seen our average in-house

production cost per hour falls from HK$44,000 in 1999 to HK$35,000 today.

Digitization

As an experienced broadcaster, we are fully aware of the impact that digitization will have on our

industry. The two new channels are broadcast in digital format from inception and we will migrate the

Phoenix Chinese Channel to this format as soon as possible.

China's Red-hot Market

We are convinced that mainland China is and will remain a unique opportunity in broadcasting.

China GDP growth continues to be high, at around 8% annually, and a substantial middle class is

building among the large urban population. Over 300 million households own a television, which is

the primary source of information and entertainment, three times the number in the United States.

Given this situation, advertising revenue is growing strongly. According to media consultants AC

Nielsen, the total adspend in China rose 42% in the first nine months of 2000 to about US$7 billion.

Television continues to attract the lion's share of the adspend, rising during the same period to 72%.

China is the second-largest television advertising market in Asia, after Japan. Yet despite this,

the television adspend as a percentage of GDP is estimated to be one of the lowest in the region,

less than half that of Japan. As such, rising GDP and an increasing spend relative to GDP suggests

considerable and long-term potential for growth. Besides, WTO entry – or even the promise of WTO

entry – will add impetus to this proposition and ensure that China continues for some years to be

the fastest-growing television advertising market in the world.

Phoenix's Competitive Advantage

Within this exciting and profitable market, the Phoenix Group has a rare advantage. Currently being

one of the China's few foreign satellite broadcasters, even as WTO entry changes the regulatory

environment and increases domestic and eventually international competition, we believe we will

retain a powerful first mover advantage, with a brand ever more respected by viewers and advertisers.
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Actual business progress up to the 1st half

of the financial year 2000 – 2001

The Phoenix InfoNews Channel is officially

launched on 1st January, 2001.

The channel introduced 23 new programmes,

focusing on news and financial affairs, which are

areas of growing popularity in China.

The channel has enriched its library by acquiring

a number of latest releases in Taiwan from

third party.

Phoenix has formed a joint venture and rented a

temporary plant in Shenzhen to operate the

production business.

The Phoenix North America Chinese Channel

started broadcasting in November in a soft launch

and was officially launched on 1st January, 2001.

Phoenix Weekly was officially published on

30th June, 2000 and arrangement has

been made with a local company to handle

distribution within China.

According to the business objectives as stated

in the prospectus dated 21st June, 2000

Channel Development

Prepare and launch the InfoNews Channel

Increase production of programmes for the

Phoenix Chinese Channel through additional

production support from China.

Acquire more third-party movies for the Phoenix

Movies Channel

Prepare for the establishment of a production

centre in Shenzhen, the PRC

Prepare and launch the North America Channel

Begin publication of the Phoenix Weekly and

form partnerships with other companies for

its distribution

COMPARISON OF BUSINESS OBJECTIVES WITH ACTUAL BUSINESS PROGRESS



According to the business objectives as stated

in the prospectus dated 21st June, 2000

Internet Strategy

Complete corporate organisation

Improve on the Phoenix Website to build an

“infotainment” vertical portal linking all relevant

Phoenix television and magazine content and

personalities with the Internet community

Leverage on Phoenix's brand name to promote

the Phoenix portal

Develop online fulfilment e-commerce platform

Actual business progress up to the 1st half

of the financial year 2000 – 2001

Consistent with the business objectives described

in the Prospectus.

Consistent with the business objectives described

in the Prospectus.

Consistent with the business objectives described

in the Prospectus.

Foreseeing the downturn of Internet business,

the Group has scaled down its Internet develop-

ment to improving and maintaining the existing

Phoenix Website only. No further development

on e-commerce platform has been made.

The Group will continue to explore investment

opportunities in other media or related businesses

to leverage on Phoenix's brand name or to

create new sources of income.

COMPARISON OF BUSINESS OBJECTIVES WITH ACTUAL BUSINESS PROGRESS
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Phoenix Satellite Television Holdings Limited
9th Floor, One Harbourfront, 18 Tak Fung Street,

Hunghom, Kowloon, Hong Kong.

Tel: 852 2621 9888

Fax: 852 2621 9898

Website: http://www.phoenixtv.com

CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been established as a market designed to accommodate companies to which a high investment risk may be attached. In particular, companies may list
on GEM with neither a track record of profitability nor any obligation to forecast future profitability. Furthermore, there may be risks arising out of the emerging
nature of companies listed on GEM and the business sectors or countries in which the companies operate. Prospective investors should be aware of the potential
risks of investing in such companies and should make the decision to invest only after due and careful consideration. The greater risk profile and other
characteristics of GEM mean that it is a market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be more susceptible to high market volatility than
securities traded on the Main Board and no assurance is given that there will be a liquid market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the internet website operated by the Stock Exchange. Listed companies are not generally
required to issue paid announcements in gazetted newspapers. Accordingly, prospective investors should note that they need to have access to the GEM website
in order to obtain up-to-date information on GEM-listed issuers.


