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Dear Shareholders,

| am pleased to report that Fortune Telecom successfully
withstood the impact of SARS which affected most of the
companies with operations in Asia, mainland China and Hong
Kong in particular, during the period from April to August 2003.
It was a challenge that business and people of all sectors
have never experienced before. Facing with such uncertainty
and lack of consumer confidence, the Group has reacted
immediately with various crisis handling measures during the
period. These included the strict control of inventory levels
and reduced purchases of stock. Notwithstanding the inevitable
drop in turnover and profit during the period, the Group
managed to avoid excessive stocking of handsets inventory -
a problem faced by many other handset manufacturers. The
business of the Group has recovered in September 2003 just
before the National Day long holidays in China. However, the
handset market in China remains very competitive in the second
half of the financial year and currently there are over 800
different models under more than 40 different brand names
targeting at various price segments. Some of the strong brands
from Taiwan, previously manufacturing under OEM basis, are
also aggressively promoting and selling their own brand
handsets in China. Last year is also a year of transition for
handsets from mono display to color display. Accordingly, the
Group distributes more higher priced handset models as
compared to previous year and the target volumes of these
handsets are usually lower than that of lower end models. As
a result, the sales volume in the second half year lowered by
15% as compared to same period last year. The management
continues to be cautious in selecting handset models for
distribution and the strategy is to focus mainly on premier
international brands which are comparatively less risky than
domestic models.



FEHEE Chairman's Statement

RESERBEEBBERLDT FORTUNE TELECOM HOLDINGS LIMITED

REEBREHLBENIOOOEEEZEEZARE

FPEEE10,0002XBANTEmE 2R B RS
FetE B EEREEE —SEREMPIK L EM

BBEM - B SBAEEETTRBAEE
RZARET UERBRIEFEFRE—BHFHNE
%o BRI - AEEREME -E@ERERE
FRAREEZER AREENNESHERER
FEHE VBV HAEREEZREPBEERN
LBEBE WARCEAHEERTPERIER
BHR -

BRABEBFIAHELIRE 2 BNRELE K
SEER-_ZFTWF-A-_T"BERVEBEH

ZFAERLET - RABRZUKE - plAKEZE
BT &% XBEBH MBRBLREREALAD

B 2 R B - AR AN B2 R MR
HZEXRER  BAROHE - SRPBERESE
BENEEREERMcEERBLXSE  AAL
HORR BB~

EF  AEEEXDFAUMAFEREHHRF
BUZPBEFHEMS  EAFEDERR
31,000,000 T Z AR - AEF|FEEREF D - AR
SEFARRBHEMHEFETFRE ALK
FHFEHRNEEM S ZE - (FREIRBEF
BEERBEENHF  FAARGEEBEEERTEE
BEMS L@EFERBERENES -

wlﬁ%
Ij\
FTEREEHITE

—ZEZTOFEL A/\H
B

Based on its existing network of 4,000 direct invoiced active
customers and coverage of over 10,000 retail shops in China,
the Group plans to further expand its product profile to MP3
and other digital products. This will offer a new line of business
that can be developed on the Group's existing operation
platform without the need of investing significant resources.
At the same time, we are developing our own web based
customer relationship management system which enables us
to track sales data and stock movement on a real time basis
as well as to build up a resourceful customers’ purchasing
pattern and database. This has proven to be very useful for

sales and customer management.

After establishing proven profitable track record in the past
few years, the Group has successfully moved its listing to the
main board of the Stock Exchange on 26 January 2004. | take
this opportunity to express my sincere thanks to all our
employees, directors, business partners, financial institutions
and professionals for their continuous support and
encouragement that contributed to our success and
achievements. | am in particular grateful for the invaluable
advice and backing of my fellow directors and management

team, both in China and in Hong Kong.

Faced with the challenges of SARS and the intensive
competitive handset market in China over the past year, the
Group has nevertheless achieves a net profit of HK$31 million
for the year. While it is lower than the previous year, the
Group has out performed some of our competitors that lack
the capability to sustain sudden changes. As a key partner of
leading international handset manufacturers, | am confident
that the Group will be able to maintain its growth momentum

and profitability in the mobile phone market in China.
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£au Siu Ying, Steve
Chairman and Chief Executive Officer

8th July, 2004
Hong Kong





