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The board of directors (the “Board”) of China Electronics Corporation Holdings Company
Limited (the “Company”) is pleased to present the unaudited results of the Company and its
subsidiaries (collectively the “Group”) for the six months ended 30 June 2006. The interim
financial report is unaudited, but has been reviewed by PricewaterhouseCoopers in accordance
with the Statement of Auditing Standards 700 “Engagements to review interim financial
reports” issued by the Hong Kong Institute of Certified Public Accountants.

BUSINESS REVIEW
For the six months ended 30 June 2006, the Group recorded a consolidated sales of
HK$1,895.7 million (2005: HK$2,129.8 million) and profit attributable to equity holders of
HK$24.4 million (2005: HK$20.8 million) respectively. Basic earnings per share for the period
was HK2.25 cents (2005: HK1.92 cents). The Board resolved not to pay any interim dividend
for the period (2005: Nil).

During the period under review, the Group sold an aggregate of 4.1 million units of mobile
phones and portable media players, representing an increase of 15% over the same period in
2005. Sales of own branded and other Original Design Manufacturer (“ODM") products
continued to perform well. During the six months ended 30 June 2006, sales of ODM products
grew by over 47% to 1.6 million units, which were largely attributable to the new ODM
product line. The new product line was introduced since the renewal of the cooperation
agreement with the Philips Group (being Koninklijke Philips Electronics N.V. and its affiliated
companies) in July 2005 whereby a total of 1 million units were supplied during the period.
Offset partially by the drop in the sales of Original Equipment Manufacturer (“OEM") products,
the total sales of Philips branded products achieved a 20% increase to 2.7 million units. Faced
with keen market competition which led to a reduction in the average selling price of the
products, the overall sales revenue for the six months ended 30 June 2006 had reduced by
11% to HK$1,895.7 million. Despite the reduction in sales revenue, the Group succeeded in
minimising the impact by its well-implemented global materials sourcing channels and
inventory control policies. In addition, the provision of ODM product solution and product
maintenance services since the second half of 2005 brought encouraging improvement over
the overall revenue margin of the Group. During the period under review, the Group recorded
gross profit of HK$130.7 million, representing an increase of 13% over the same period last
year.

Profit for the period improved by 19% to HK$40.5 million. The growth was in line with the
growth in sales margin. The profit attributable to equity holders of the Company increased by
17% to HK$24.4million, representing a basic earnings per share of HK2.25 cents.

PROSPECTS

The Group entered into a maintenance service agreement with the Philips Group in January
2006 whereby the Group will provide mobile phone maintenance service to the Philips Group.
In March 2006, the Group further entered into a material supply agreement with one of its
major suppliers for the supply of material parts. These agreements not only extend the scope
of cooperation, but also broaden and strengthen the Group’s relationship with its business
partners. Through maximising the synergies inherited in the production chain, the Group can
further capitalise the rapid growth of the global communication product market and ultimately
maximise the profitability as a whole.




