On behalf of the Board of Directors, | am pleased to present the
annual report of Matsunichi Communication Holdings Limited
(the “Company”) together with its subsidiaries (the “Group”)
for the year ended 31st March, 2005.

Digital electronic products are rapidly becoming highly sought-
after mainstream consumer products globally, and the Group’s
performance in the 2004/2005 financial year reflected this trend
in both its turnover and profits. The Group certainly did not
simply sit back and ride global trends, however. We initiated
significant increases in our ODM business in the US during the
year and captured important new customers, while in China we
worked to open up new markets for our own-brand products in
north-western cities, where our products were enthusiastically
welcomed. At a more general level, the Group's ongoing
expansion of its range of digital electronic products gave us a
wider product base and hence positioned us well to cater to
growing demand worldwide.

Faced by large-scale growth in turnover, the Group had to
improve productivity to meet higher demand, as well as plan
ways of financing the rapid growth in its operations. The
commencement of production from the modern manufacturing
facilities at the new production plant located in Shenzhen in the
first half of the year addressed the first of these issues, while
the placement of 80 million new shares in the second half of
the year has not only raised funds for the development of new
digital products including new models of MP3 players and
portable media players, but has also enhanced the Group’s capital
base and strengthened its financial position. Additionally, it has
attracted a new investor base of institutional investors.

With MP3 products rapidly becoming essential lifestyle accessories
around the world, the Group has worked over the year to ensure
its brand image is in keeping with the young, aspiring and
internationally-focused target consumers of these products. Our
recent contract with multiple Olympic gold medalist swimmer
Michael Phelps is one area where the Group’s brand value looks
set to be significantly enhanced over the coming years. The
Group’s acquisition of sole use of the 'Matsunichi’ trade marks
has ensured that from now on we will have complete control of
every product and marketing activity associated with our trade
marks and associated logo, and will be able to fully capitalize on
the associated brand equity.
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Global styles and technologies in digital entertainment and
storage solutions are constantly changing. To stay abreast of a
huge but increasingly sophisticated consumer base, we will be
launching new products and models that cater for every
preference and budget over the coming year. One of the Group’s
goals is to gain market share in the global marketplace and we
are working towards this not simply by diversifying our products
and models, but by launching a series of carefully targeted
promotional campaigns partly based on effective celebrity
endorsement.

As a result of the Group’s focused efforts, | believe Matsunichi is
extremely well-placed to continue its momentum in the year to
come. Having established solid ODM business in the US and a
foothold for both ODM and OBM business growth in Europe,
the Group is ready to take advantage of the groundswell of
enthusiasm in both these markets for powerful, stylish and well-
designed digital products such as those we create.

During the period under review, the Group has appointed Mr.
Siu Wai Yip, James, Assistant General Manager of Matsunichi
Communication Holdings Limited, Mr. Huang Hui, and Mr. Dong
Zhi Qiang, General Manager and Assistant General Manager of
Matsunichi Information Technology (Shenzhen) Co., Ltd.
respectively, as Executive Directors. Their expertise and invaluable
industry experience will further enhance the Board’s effective
governance and boost the Group’s continuous growth.
Meanwhile, Mr. Chung Kwan Yat, who joined the Board as an
Executive Director in 2002, has resigned on his own accord. |
would like to express my sincere thanks to Mr. Chung for the
contributions he made for the Group.

On behalf of the Board of Directors, | would like here to register
my thanks and recognition towards our management team and
employees. Their dedication and commitment to the Group has
been vital in achieving the successes of the past year. Thanks are
due also to our highly-valued customers, our business associates
and of course our shareholders for their loyalty and support over
the year.

Chairman
Pan Su Tong
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