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We will continue to build on the foundations we have laid in order to
achieve significant growth for the digital imaging business, particularly
through our extensive retail platform.
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With the evolution of digital technology and growing prevalence of digital
imaging products, our industry has encountered a revolution that has turned the
market for traditional photographic products on its head. In response to
tremendous changes in the market, China-Hongkong Photo Products has
established several strategies to facilitate our business development and maintain

stable revenue in a digital era.

The consolidated turnover for the year in review was HK$1,233 million and a net
profit attributable to shareholders of HK$45 million was recorded, primarily due

to positive results from effective cost-controls.
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One of the highlights of the year has been the remarkable surge in the volume of
digital prints. Compared to the previous year, a 76% increase has been recorded
from our wholly owned subsidiary, Fotomax and its cumulative total digital
output volume is believed to be more than 100 million prints this year since
April 2002. We have also been impressed by the sales results for our new digital
cameras in the Hong Kong market. Going forward, we will continue to build on
the foundations we have laid in order to achieve significant growth for the digital

imaging business, particularly through our extensive retail platform.

Profitability during the year was directly and positively affected by successful
cost control initiatives. These focused on effective management of distribution
costs and cautious inventory monitoring. We aim to maximize profitability in the
future by diversifying our products and services and enhancing our price
competitiveness, such as offering tailor-made digital imaging products and
services to all business sectors, schools, associations and organizations by fully

utilizing our current expertise and corporate assets.
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Fotomax’s recorded a

remarkable surge in digital

prints
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In the coming year, we plan to establish a new business segment in the digital
imaging arena. In addition, the Group has been granted two certificates by the
Mainland and Hong Kong Closer Economic Partnership Arrangement (CEPA), as
Hong Kong Service Supplier for both wholesale and retail services. These
certificates will enable China-Hongkong Photo Products to further expand its

wholesale and retail services network with special privileges in China.

The ongoing growth of the tourism industry in Hong Kong and China presents a
positive sales outlook for imaging products and services. In particular, we are
looking forward to an influx of visitors from the mainland to Hong Kong
Disneyland when it opens in September 2005. Across the Group’s entire
business, but especially in the retail segment, the strong recovery of Hong
Kong’'s economy and the rapid economic growth of the China market are

expected to accelerate growth.

Digital photo with I would like to extend my wholehearted thanks to Fujifilm Japan, to all of our

complimentary character business partners and our staff for their support and hard work throughout the
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my unique photo...

Staying on the pulse of consumer demand and embracing the evolution of digital technology &=t

are the essential factors for maintaining the Group'’s revenue in the digital era. /%
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