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The Group will make the utmost effort to maintain profit margins for both its wholesale and

retail businesses by using its existing strengths to build revenue from digital products and services.
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In recent years the trend towards digital technology has become a tide that no
one can swim against. The strong currents of technology evolution and the
digital imaging revolution have cut adrift many traditional imaging operations
around the world. Dwindling demand for traditional imaging products and fierce
competition in the new global digital market has forced several of Fujifilm’s
competitors out of the market altogether.

To ensure that its business adapts successfully to this new environment and
generates profitable revenue growth from the digital imaging market, China-
Hongkong Photo Products has made strategic adjustments to its business model.
These have enabled us to stay ahead of the global shift in demand and | am
pleased to say we have reaped substantial profits as a result.

The consolidated revenue for the year in review was HK$1,251 million and a net
profit attributable to shareholders of HK$120 million was recorded, a 167% increase
over the previous year. This good performance was primarily due to the adjustments
we made to our businesses in line with changes in distribution, together with the
benefits of a corporate restructuring and careful resources planning.
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During the fiscal year, the Group benefited from two certificates granted by the
Closer Economic Partnership Arrangement between Mainland China and Hong
Kong (CEPA), as a Hong Kong Service Supplier for both wholesale and retail
services. These have given special privileges to the Group’s wholesale and retail
services network in Mainland China that have enabled its further expansion. As a
result, the sales performance of both the imaging and information solutions

businesses has been exceptional.

The volume of digital prints from our wholly owned subsidiary, Fotomax,
continued to grow, rising by 19% for the year. Since 2002, the cumulative total

digital output volume has exceeded all expectations to reach 146 million prints.

Two new brands, Fun2Print and FotoPress, were launched in November 2005 to

develop additional digital imaging business revenue. We also established a new Hong Kong singer Ms Ella

Business Development Department during the fiscal year to explore different KoomhElpejtolpromote the

resources and formulate innovative ways to develop our brands. We aim in this FunZeE -
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way to derive maximum business returns by providing unique products and
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services to customers.

Strong economic growth in the Hong Kong market and a buoyant tourism
industry supported by visitors from Mainland China helped generate robust sales
of digital cameras, which grew by 17.5%. Going forward, the Group will make
the utmost effort to maintain profit margins for both its wholesale and retail
businesses by using its existing strengths to build revenue from digital products
and services and thus cushion the impact of shrinking demand for traditional

imaging products.

Following the SARS outbreak and the economic downturn in 2003, the digital i r
business has surpassed the traditional imaging business in sales to become a ]
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strong business line in its own right. This is one example of the Group’s ability to L—t' A ':rh-

succeed despite harsh and ever-changing business conditions, which has

supported the impressive growth of both our net profit and earnings per share.
FotoPress offers a wide

range of one-stop digital

imaging printing services.
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Special cartoon character
frames add fun to digital
photos.
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Fujifilm FinePix V10
incorporates a game
function.
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To ensure that we continue to succeed as the imaging market evolves, we will
focus on the most promising businesses and offset the impact of increasing
competition through effective management of cost, distribution and inventory,
which is essential to support profitability. In the coming year, we will prioritise
the digital imaging service we offer through our extensive retail platform, which
| expect to play a significant role in contributing sustainable business growth to

the Group.

There is an old saying “where there’s a will there’s a way”, and I strongly believe
that if we share the same belief and work whole-heartedly towards the same
goal, we will succeed. The Group will follow this philosophy and stick with its
strategy for moving beyond photography and into the broader imaging field, on

the back of our own continuous improvement.

Finally, | would like to express a vote of thanks to all of our business partners,
stakeholders and staff members for their support over the years and in particular

throughout the past year.
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Digital imaging is considered an irreversible trend
that is adding momentum to business growth.
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