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Mr. Chan Ho Sing, the Chairman of the Group
AEBEFERERLE

INTRODUCTION

On behalf of the board of directors (the “Board”), | have
pleasure in presenting the audited results of Man Yue
International Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) for the year ended 31
December 2004 (“FY2004”).

GROUP RESULTS

| am pleased to say that the Group has made another
successful breakthrough in FY2004. For three consecutive
years, the Group managed to achieve new records in turnover.
The Group’s turnover rose by 39.0% to a new record high of
HK$870,910,000 (2003: HK$626,453,000). Net profit attributable
to shareholders also improved by 67.2% to a new record high
of HK$61,949,000 (2003: HK$37,053,000). Basic earnings per
share for FY2004 were HK16.78 cents (2003: HK9.92 cents).
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DIVIDEND

In appreciation to the continued support of the shareholders
of the Company, the Board recommends the payment of a final
dividend of HK2 cents per share (2003: nil).

BONUS ISSUE OF WARRANTS

On 23 September 2004, the Company proposed a conditional
bonus warrant issue to the shareholders of the Company on
the register of

members on 26

October 2004.
The bonus
warrant issue

was made in the
proportion of one
warrant for every
six ordinary
the

Company,

shares of

resulting in

62,142,333 warrants being issued. Each warrant entitles its
holder to subscribe for one ordinary share of HK$0.10 each at
a subscription price of HK$0.48 per share, subject to
amendment, from 4 November 2004 to 3 November 2006 (both
days inclusive).

MARKET AND BUSINESS OVERVIEW

The global market for electrolytic capacitors experienced a
mild growth of approximately 4% by volume in 2004. Some of
the leading players in the global market of electrolytic
capacitors were recording mild growth or no growth during
2004. On the contrary, the Group experienced a substantial
growth in terms of turnover volume and revenue in FY2004.
This has been attributable to the following factors. Firstly, the
global trend for manufacturing outsourcing continued to
intensify during 2004. Most established global brand owners
continued to look for lower cost outsourcing partners in regions

such as Mainland China. The Group is well equipped to work
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with these global partners for the production of electrolytic
capacitors components and related products. Secondly, thanks
to our continuous efforts in research and development as well
as our improving standards of quality and customer services,
the “Samxon” brand had gained wide recognition by our
customers in the region, particularly in Taiwan, Japan, Korea
and Mainland China. These factors contributed significantly in
helping the Group to grow its business by deepening its
relationship with global customers and expanding its territories
in Greater China and Asia Pacific Region.

FY2004 was not without challenges. From the operations
perspective, we have seen a tightening in the supply of raw
material components, particularly for aluminium foils, in the
global market. The appreciation of Japanese yen against US
dollar, to a certain extent, created burden to our gross margin
as the majority of our raw materials, including aluminium foil,
paper, and electrolytes, are mainly imported from Japan. Our
Dongguan manufacturing facility continued to operate at its
maximum capacity and the power
supply shortage in Mainland China also,
to a certain extent, limits our ability to
take on more orders from our

customers.

Annual Report 2004

R-BARBM—EBRNHAERMAERE R
BEFRBEKFE  [Samxonl mEEXEAER
FRRA LA E - BAR - BEEHREAIM
EMAE FREXREAEESAMARES
BREPZEBEF BRMERDEMER KD
ABER CEHHAEEEREKHEER
R% o

—EEMFHBRFERNFE-—NRIE - EEEE
HE - BRAEAERREME (FHREE) REESR
HmHEHRER - ARAHO RN (RFR
EOMRLERE) TEHAAREND  HER
ETEXEARMABEMNETAEETERE LBX
—EERE URNRRZAEREZERKER

ERhhEAMEHHERR  TEETREEL
R THMPARAEFPEAZEZFEZRED °

(Above: The new manufacturing facility being
constructed in Wuxi)

(FE: RESHEEEREPZEE)

(Left:  The new manufacturing facility in
Dongguan being constructed by an
associate of the Group)
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FUTURE OUTLOOK

We believe that the outlook for FY2005 will continue to be
optimistic. The remarkable success in FY2003 and FY2004
proved that our present business strategies are working
satisfactorily. For FY2005, we will continue to focus on our key
strategies, namely: (a) to focus on higher-value capacitor
business in the strongest growing electronic product segments;
(b) to ensure flexible, efficient and cost effective manufacturing
operations; and (c) to deepen our relationship with existing
customers and develop new customer relationships in existing
and new markets segments.

To address the production capacity limitations, the Group has
planned for strategic expansion in its manufacturing facilities
in Wuxi and Dongguan. In 2004 the Group purchased a piece
of industrial land with approximately 159,368 square meters
of site area in Wuxi. This site will be developed into a
sophisticated manufacturing facility for the Group. The
construction of the first phase of this development will be
completed by mid-2005. Upon that time, we will see a 1.5
times increase in our production capacity in Wuxi area, serving
the needs of customers in Eastern and North-eastern China.
In early 2005 the Group entered into a shareholders’ agreement
with third party joint venture partners to co-develop a piece of
industrial land with approximately 82,886 square meters of
site area in Dongguan. The construction of the initial
development phase is expected to be completed by mid-2006.
Upon such completion, the Group will move the existing
Dongguan manufacturing facility to this new centralized
location. This will enlarge our existing Dongguan manufacturing
capacity by approximately 44.4%. When the above
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projects are completed, the production capacity of the
Group will be increased from 570 million pieces per
month to 890 million pieces per month. These expansion
projects with be funded primarily by internal resources.
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In addition, the Group will continue to explore the possibility
of vertically integrating its operations up-stream. This may
enable the Group to ensure stable supply of raw materials
as well as further enhancement in the overall gross margin.

In 2004, the Group signed a cooperation agreement with
the Qinghua University in the PRC to set up a research
and development centre in Shenzhen. This will enable the
Group to upgrade its R&D and broaden its product
innovation capabilities.

APPRECIATION

I would like to take this opportunity to thank my fellow
directors and all staff members for their continuous hard
work, dedication and support to the Group.

Chan Ho Sing
Chairman

Hong Kong, 19 April 2005
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