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BUSINESS PERFORMANCE
Despite some major challenges in both Hong Kong and China during the financial
year 2002/2003, consolidated turnover for the Group grew by 13% to HK$1,735

million, compared to HK$1,531 million in the previous year. This growth in

turnover was mainly due to the diversification brought by digital products, the
FinePix S2 Pro
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new graphic arts line and the retail business. These new areas are very
promising, but are still very much in their infancy. Turnover for the wholesale
business increased by 10% to HK$1,538 million, although sales of traditional
photographic products were affected by parallel imports and the slow pace of
reform following China’s admission to the WTO. The retail business managed to
grow its turnover by 55% in spite of the ongoing downturn in Hong Kong and
the fact that the China retail arm is still in its investment phase. Overall profit
attributable to shareholders decreased to HK$ 19 million compared to HK$53
million in the previous year, and earnings per share were HK1.67 cents
compared to HK4.69 cents in the previous year. A special dividend of Hong

Kong 1 cent has been proposed.
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FinePix Digital Cameras

The FinePix series digital
cameras deliver cutting edge
technology to suit all segments
of the market.
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Instax Instant Camera Series
The Instax Mini 30i and 500 AF
are both popular instant
camera models.
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WHOLESALE BUSINESS

Imaging Systems

This segment includes photographic film products, motion picture films,
electronic imaging equipment and media, cameras and magnetic audiovisual
media. Turnover for the imaging systems segment decreased slightly by 3%
during the year under review. The growth in demand for digital imaging
products, the drop in sales of traditional imaging products and the negative
impact of parallel imports on the roll film business strongly affected the turnover
in this segment.

Digitization is now a well-established trend and demand is strong in the more
developed cities for digital imaging products. Digital camera sales increased
dramatically by 58% during the year, which is encouraging although it will be
some time before the growth in digital sales can replace the continuing fall off in
traditional products. In the secondary and smaller cities in China however, the
market for traditional cameras and products remains untapped, which has helped
to sustain demand for traditional imaging products. The Instax instant camera
range has also been well received by the market, as demonstrated by a 31%
growth in sales turnover for instant film and cameras.

Fujifilm has always invested heavily in the research and development of imaging
and information technology. During the year under review, Fujifilm developed
the fourth generation of Super CCD SR and Super CCD HR sensor technology,
which improve the quality of the images captured by digital cameras. It also
developed the world’s smallest consumer image storage card, the xD digital
storage card, for Fujifilm’s digital cameras. The market response to the new
digital camera models incorporating this new technology has been very good,
especially to the FinePix FA402, which is a mere 22mm thick.
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Photofinishing Systems

Photofinishing systems encompass paper, chemicals, photofinishing equipment
and related services. During the year under review, turnover for this segment
decreased by 14%.

The Fujifilm Digital Imaging system has been well received by the market and its
network expansion continues, although the initial steep growth has levelled off.
Currently, the Fujifilm Digital Frontier minilab series has been installed in more
than 40 cities throughout China, Hong Kong and Macau. New and smaller
Frontier model, such as the Frontier 330, which facilitate lower price entry for
shop franchisees were most in demand. However, there has also been a decline
in the use of paper and chemicals with growing digitization, since images tend to
be saved in computers rather than printed.

The Group is assured that Fujifilm Japan will continue to develop and supply top
quality minilabs within the Frontier system to support the competitive D&P
services business. The Frontier minilab series has a state-of-the-art 3-line CCD
scanning unit, which combines sophisticated image-enhancement technology and
a proprietary solid-state laser exposure system to provide remarkable print
quality. Another new model, the Frontier 340, which represents a major
technological breakthrough in processing speed while remaining easy-to-use and
compact, has recently been specially designed to suit the Asian market.

The Group has worked hard to encourage its retail subsidiary and dealer network
to offer new services that play off the growth in digitization. As these gather
momentum the Group believes that they will replace the revenues lost in the
traditional film developing and printing services. The new services include digital
photo prints, CD ROM dubbing, index print, digital ID photo and digital
application products such as personalized calendars, picture frames, greeting
cards and image printing on t-shirts, mugs and other materials.
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Fujifilm Digital Minilab
Frontier 340

A newly developed processing
mechanism and a new
chemical processing system
enable the Frontier 340 to
process faster while producing
high-quality prints.
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Sales of the digitized Fujifilm
Computed Radiography
product line increased
dramatically during the year.
FAETBBERZERIIHEDN
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The Graphic Arts business is

expected to contribute
significantly to the Group’s
performance in the years to
come.
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Information Systems

This segment includes medical imaging products, and equipment, graphic art
products and storage media. Turnover for information systems increased by 72%
compared to the previous years. Graphic art products represents a new product
line awarded by Fujifilm Japan to the Group from May 2002. It generates an
important portion of revenue in the Information Systems segment of Fujifilm
Japan. In less than a year, the graphic art products segment has contributed
HK$121 million to the Group and is expected to continue to provide a significant
input. On the other hand, sales of the digitized Fujifilm Computed Radiography
product line have doubled during the year under review. The Group has
established a new subsidiary, Fuji Medical Products Limited to explore and plan
the strategic development for the full line of medical products in Hong Kong,

China and Macau.
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In Hong Kong, the Fotomax chain remained strong and sustained its E1+EE

position as the premier developing and printing chain. y‘W(\Eﬂ
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T MARKETING
The Group has continued with selective high impact initiatives to promote and

sustain the Fujifilm brand in both Hong Kong and mainland China.

The most eye-catching public event during the year under review was the FIFA
2002 World Cup in Japan and Korea in May/June 2002. To leverage Fujifilm’s
official sponsorship of the event, the Group launched a series of promotions in

its key markets.

Continuing with the campaign begun last year, Hong Kong celebrity Kelly Chen

Film Print Advertising featured in promotional campaigns in China and Hong Kong. The Group has
Celebrity endorsement and

extended Kelly Chen’s endorsement of the FDI (Fujifilm Digital Imaging) brand

promotions sustain the Fujifilm

brand. through the press with high profile events, television, print, outdoor and point of
FEMEEES sale materials, and sponsorship of Kelly Chen’s concert and charity events.
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At JapanFest 2002 Autumn Fair, a major product exhibition in Hong Kong with
tens of thousands of visitors, Fujifilm displayed its newest technology xD picture
card and its series of digital cameras, fully demonstrating its strong innovation.
The xD picture card, the world smallest and fastest digital memory card is a
technology breakthrough, and it is expected that its capacity will expand to 8GB

in the near future.

Fujifilm’s state-of-the-art technology was also on display at the World Photo Expo
2002, the most popular photographic equipment exhibition in Hong Kong, and at
Germany’s Photokina 2002. The Frontier 340 and a series of digital cameras using
the xD picture card were launched during Photokina 2002 and became hot products
under the industry spotlight. In April 2002, the Group joined the China International
Photographic Equipment & Digital Imaging Technology Exhibition (2002 China P&D)
in Beijing to demonstrate Fujifilm’s strength in technology and product innovation

and to reach out to potential business partners and future franchisees.
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Fujifilm xD-Picture Card

The xD-Picture Card is one of
the smallest storage media
cards with immense capacity.
The xD is expected to achieve
8 GB capacity in the near
future.
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OFFICIAL IMAGING SPONSOR  __ 2c

To leverage Fujifilm's official sponsorship of the FIFA 2002 World Cup in Japan and

Korea, the Group launched a series of promotions in China and Hong Kong.
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RETAIL BUSINESS

The retail segment recorded a growth in turnover of 55%. In Hong Kong the
Fotomax chain remained strong and sustained its position as the premier
developing and printing chain, even in the midst of the economic downturn. Its
quality services, products, and wide network support its premium brand name. In
China, the Fotomax retail business has only recently been launched and is still in
its investment phase. The Group is also exploring other opportunities to develop

the retail business for the China market tailored to meet consumer needs.

TERE

ZERPEEERBEIZETEIRR - REXEHEETBEBRRDAER » UK
WREEBENNEHENAL LMY BEACERY ERRBEARKXIE  OEXE
BETSKOERFRFOE  SERBBEZLEYTE - EHE REXZTEXBRE
BERER DMERRES AEEREBFEMERERAFETSENTEER LS
HEEFE o

17



Highlights of the year 2002/03
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4 Sponsorship of
Miss Hong Kong
Beauty Pageant
for the 16th
consecutive year
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2002 Japan Fest Autumn Fair
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Fujifilm China FA Cup
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Trade gathering in
Shanghai
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4 Sponsorship of
Kelly Chen’s
concert and charity
event
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4 FDI Tour to
Photokina 2002

Photokina 2002
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FDI TV Commercial )
“Magic Laser”
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FDI marketing
event in Chengdu
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World Cup Trade

Event in Beijing
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FDI World Cup
Korea/Japan Tour
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“Colourful Stage” ! [lluminations 2002
launch in Shanghai Photo Contest
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Fujifilm Mini-
Squash
promotional
campaign
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FDI dealers and
Miss Hong Kong —
Dolphin Watch

Charity Tour
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CORPORATE CITIZENSHIP

The Group has continued to lend its support to community initiatives, particularly

~

focused on the environment and youth. Once again it sponsored the Community
Chest’s “Greening for the Chest” which encourages individuals, schools and
youth organizations to clean and plant at designated locations to build a greener
and cleaner environment. In addition, the Group is a silver member of the World
Wide Fund For Nature Hong Kong (WWF), supporting environmental protection,

especially in the coastal areas of Hong Kong.

The Group is also a long-term sponsor of Hong Kong Squash’s “Fujifilm Mini-

Squash Promotional Campaign” to promote the sport to Hong Kong’s children
Fujifilm FA Cup 2002 and young people. Over the past five years, approximately 95 schools, 32,422
Fujifilm’s title sponsorship of school children and teachers, as well as 17,000 people of all ages have benefited
the FA Cup 2002 raised brand
awareness in China.
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from this sports programme.
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STAFF DEVELOPMENT

Enhanced efficiency and cost control are critical to the Group’s success and have
been a major focus throughout the economic downturn. Getting the most out of
our people is an important goal and to that end, the KPI (Key Performance Index)
was introduced during the year to manage staff performance and efficiency
better. In addition, the Group was awarded the ISO9001: 2000 version. The
upgraded ISO 9001 has provided the Group with a platform for developing the
management of staff. An emphasis on continuous improvement will facilitate a

enhanced performance from our staff.

PROSPECTS

Although the Group has a very lean operating structure and a cautious approach
to spending, there will be considerable hurdles to deal with in the year ahead.
The SARS (Severe Acute Respiratory Syndrome) outbreak and its drastic impact
on tourism in China and Hong Kong and the retail sector as a whole will be
reflected in turnover for the coming year. Furthermore, the undoubted potential
of the China market is being realized even more slowly than anticipated with

intense price competition and higher costs.

The Group plans to expand its network in China steadily in the year ahead and is
also exploring opportunities to develop the retail business to meet the specific
needs of consumers in China. It is poised to seize any new opportunities as the

pace of China’s incorporation of WTO practices accelerates.
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Professional Film

Fujichrome Velvia 100F and
Fujichrome Astia 100F: Two
examples of Fujifilm’s leading-
edge photographic film.
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Neon Sign

Neon signs in China’s key cities
reinforce the Fujifilm brand.
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