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Chairman’s Statement

Business Review

The Group achieved significant growth in the results of the
financial year 2004, with turnover increased by 14% to
HK$1,634 million, and profit attributable to shareholders by
41% to HK$214 million, compared with the previous year.

Most of this growth in results came from the second half of
the financial year. During the first half of the financial year
when the Group faced with an outbreak of Severe Acute
Respiratory Syndrome (SARS) that caused a market downturn,
turnover grew by a slight 6% compared with the same period
of last year. When market sentiments improved during the
second half of the financial year, turnover grew by 23%
compared with the same period of last year which adequately
covered the shortfall in the first half. This enabled the Group to
achieve its double-digit growth target for the full financial year.
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Although the Group encountered significant cost pressures due
to skyrocketing iron and steel prices in the second half of the
financial year, faced with such challenges, the Group focused
on its core strategies and effectively developed new markets,
controlled costs and improved production efficiency, which
brought to the Group impressive results of this financial year.

Directions

The Group formulated its core strategies at the turn of the
century, and has been progressing firmly and reaping the
rewards.

First, the Group focused on its core business (i.e. plastic
machinery and related technologies). In addition to
progressively divesting from non-core ventures, the Group
spent HK$200 million in acquiring the minority 49%
shareholding in the now-wholly-owned subsidiary, Foshan
Shunde Chen De Plastic Machinery. The acquisition benefited
the consolidation of supply and sales networks that greatly
enhanced the Group’s integration in the China market.
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Jetmaster C Series
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During the financial year, the Group launched a series of new
products from its R&D efforts, including the patented “circular
platen” design, and the “iChen” Networked Shop Floor
Management System that was developed entirely with internal
resources. The pioneering and revolutionary “circular platen”
design has the advantage of improved stress distribution that
improves product quality, enhances mould protection, and
lengthens machine life. Since its launch, the “circular platen”
design has gained popularity that greatly exceeded our original
expectation. The “iChen” System shook the industry and made
the Group the first enterprise to successfully introduce this
kind of product and service. The “iChen” System is destined
to become a mainstream in the industry in the future, since it
brings irresistible benefits to production management for
visionary customers.
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Exclusive Circular Platen patenteq)
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After years of dedicated market development, the Group
achieved significant breakthroughs in major markets in China
(e.g. Eastern China, Northern China, etc.) and strategic
markets internationally (e.g. South America, Europe, etc.).
These new markets have formed a solid foundation for the
Group’s rapid growth in the future.

With the promising outlook of the market, the Group is
investing over HK$200 million in building the second-phase
of the Shenzhen Chen Hsong Industrial Park, as well as a
new assembly plant for large machines in Ningbo, Zhejiang
Province. These new facilities will increase the Group’s total
production capacity by 50%. To the Group’s shareholders, all
these are high-return investments.

Outlook

The Group is highly confident of the market and will grow
rapidly in the coming year. New challenges await, however,
with the Chinese Government announced austerity measures
in the second quarter of 2004 which undoubtedly will affect
market sentiments. In addition, the continued high raw material
prices (including steel and plastic resin, etc.) will bring new
challenges to the Group. As the world’s leading and most
cost-efficient producer of plastic injection moulding machines,
the Chen Hsong Group will continue to confront the
challenges, and move towards higher goals.

Gratitude

The Board of Directors would like to convey its sincere
gratitude towards all our customers, suppliers, partners,
bankers, and shareholders for their long-term support. More
importantly, we would like to thank all the employees of the
Group for their efforts and passion, which contributed to this
year’s fine results.

Chen CHIANG

Chairman

Hong Kong, 12 July 2004




