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Message from Chairman
TR E

2000 was a difficult year marked by severe fluctuations for most
global IT corporations. The global economy was seriously
challenged by worldwide economic uncertainties. The operating
returns of many global IT corporations were significantly reduced.
When the Internet bubble finally burst and technology stocks
plummeted, computer markets worldwide began to stagnate and
many foreign manufacturers were burdened with slow-moving
stock. In the Asia-Pacific region, by contrast with the European
and US markets, a speedier economic recovery stimulated
demand for IT products, making the region one of the world’s
fastest growing IT markets. Within the PRC itself, this continuing
rapid growth demonstrates ample scope for further extensive
development of IT products.

Especially when viewed against the sluggish market conditions
faced by international IT corporations, the strategy of Legend
Holdings Limited ("Legend”) in concentrating on the PRC market
is clearly the right one. Taking full advantage of its local niche,
Legend has continued to commit itself to creating fresh new
competitive advantages, particularly in the development of
Internet centred and e-commerce related businesses. The efforts
of the entire management and staff and the support of partners
and investors have paid off, as demonstrated by Legend’s
outstanding results for the year.

Annual turnover and net profit continued to grow rapidly,
increasing by 56% and 79% respectively. Legend PCs
continue not merely to maintain but also to consolidate their
leading position in the PRC and the Asia-Pacific region, with
market share in the PRC increasing from 21.5% in 1999 to
28.9% in 2000.
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Technology is a very fast moving sector, especially under the
impact of the Internet. Every enterprise demands on-going
innovation and new technological applications to maintain
continuous growth. This belief led to a vital structural
reorganisation during the year with the spinning off of subsidiary
Digital China Holdings Limited for a separate listing. This move is
Legend’s largest and the most influential strategy adjustment
ever, and reflects sound planning first initiated by the Board of
Directors in 1998. The business operations of Legend and Digital
China have in fact been completely independent since 1999,
with the two companies since expanding rapidly in the PRC’s IT
arena, each having its distinct distribution channels, business
models and core competencies and each achieving impressive
results. In 2000, the Group completed its intensive preparations
for the spin-off of Digital China and, with the support of investors,
Digital China Holdings Limited was eventually successfully listed
on The Stock Exchange of Hong Kong in June 2001: a further
milestone for the Group.

This restructuring will greatly benefit the future development of
both Legend and Digital China. The separate management will
be able to focus closely on their individual businesses, sharpening
decision-making and allowing timely response to market changes.
The spin-off also provides more room for initiating development,
as well as an improved environment to retain and nurture the
best talents. The spin-off and the share option scheme together
mean that management remuneration is now directly linked to
the business performance of each group, thus providing direct
incentives for management teams to develop their businesses
and attract the most highly-qualified professionals. The spin-off
also enhances the transparency of the two groups’ business
operations and provides investors with the opportunity of investing
separately in the two ventures. Furthermore, Legend and Digital
China can now implement financing and business development
plans — such as acquisitions and mergers, joint ventures and
business cooperation — according to their own specific needs.
Finally, upon the spin-off, Legend can concentrate more on
leveraging its competitive advantages to achieve even better
results in its Internet-related business development.
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The Group’s management team brings with it strategic thinking

and vision, along with the ability to respond strategically and rapidly
to industry and market changes. At the heart of this team are two
key individuals, Mr Yang Yuanging and Mr Guo Wei, now at the
core of Legend’s and Digital China’s management team
respectively. Their passion and vision have gone hand in hand
with notable abilities in planning and implementing key strategies.
With that, the Group has appointed Mr Yang, former Senior Vice
President, as Legend’s Vice Chairman and President.

Under Mr Yang’s guidance, Legend brand PCs have gone from strength
to strength in the market since 1994, and he is to be congratulated
on his significant personal contribution to the rapid growth in the
Group’s results. Now, Mr Yang and his youthful and energetic
management team have integrated their wisdom, passion and
prudence to portray a three-year blueprint. On the strength of this
blueprint, | believe Mr Yang and his team will effectively address every
IT challenge and achieve the Group’s continuous future success.

Finally, | would like to express my sincere thanks to our shareholders
for their continuous support in the past years, especially in relation
to the spin-off and the strategic structural reorganisation. The Board
of Directors has every confidence in the management team, and
we look forward to major attainments as the Group continues to
build on foundations that have been carefully laid.
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Liu Chuanzhi
Chairman

Hong Kong, 27th June 2001
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