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As | reflect on the year, | observe that economic
uncertainty seems to have been the buzz word for
quite some time. In reality, since 2008's financial
crisis, economic uncertainty seems to have become
the ‘new norm’.

Certainly, 2012 has proven to be a challenging year
for Hong Kong. Aside from the unsettling climate of
changing leadership both in Hong Kong and in the
mainland, we've also been seeing the effects of the
slowdown in the Chinese economy and the lingering
Eurozone crisis. Over and above the macro and micro-
economic factors are the challenges we face as the
print industry gradually gives way to a newly re-priced
media economy, in which digital dollars become the
new, hard-earned currency.

Yet, the true reflection of the year’s performance is
measured by how those challenges are met. The SCMP
Group has focused on understanding and gearing up
for the changes in the industry as well as adapting
to a difficult economic environment by diversifying
our revenue sources. This and the strength of our
brands have enabled us to maintain a solid bottom line
performance, and better prepare us for the challenges
that lie ahead.

our year ended with $1,019.6 million revenue for the
12 months ended December 2012, compared to $946.1
million in 2011, with profit attributable to shareholders
of $329.1 million and a net EPS of $0.211. This revenue
increase was driven largely by new revenue sources,
including the newly acquired ELLE magazine and the
contract printing opportunity, and higher revenue
from the Magazine publishing business. However, net
profit is lower than the previous year, with exceptional
costs excluded, largely due to increased investment in
new digital products.

Our flagship and founding title, the South China
Morning Post, proudly launched a fully revamped
website in the third quarter of the year. This was
complemented with the paper’s first mobile optimised
edition, the introduction of a metered paywall to allow
non-subscribers access and the ability to search and
share articles. This will pave the way for significant
growth in pageviews and thus, digital advertiser
revenues, and we have already seen evidence of this
with digital revenue growth during the last quarter.

The challenges posed by a difficult IPO market, a weak
recruitment sector and a more stringently regulated
and volatile property market impacted key important
revenue sources for the South China Morning Post,
creating a big gap in traditional print advertising

revenue during a time when the paper needed to make
investments into its digital future.

This challenge was met in some small part by
generating new revenue from contract printing. While
many newspaper publishers have been downsizing
their print operations, we were fortunate to find
ourselves needing new presses to support a contract
printing deal with the local freesheet, AM730, which
will bring valuable revenue to our bottom line for the
coming few years.

The SCMP Group has further cemented its dominance
in the women’s magazines category by being
appointed to publish the Hong Kong edition of ELLE,
its website and its related titles. This is thanks to the
strong relationship the team has built with Hearst
Corporation; and the acquisition of a 79-person strong
team will add to the overall revenues and overheads
for the Group, while boosting our segment leadership
and expertise.

The introduction of new improved digital products
across all our brands is actively underway, but
delivering significant digital revenues remains a
challenge. Meeting this challenge will be the key to
supporting the talent and talent development costs
required to create valuable and versatile content
across all the platforms demanded by consumers. This
ongoing process still has some way to evolve before
a new, viable media economy becomes fully apparent.

In closing out the year, | would like to thank our
colleagues, partners, readers and supporters, for their
continued participation in our business and community
initiatives. From the 23rd Annual Hong Kong Business
Awards hosted by South China Morning Post and
partner DHL to the SCMP/RTHK jointly organised
Operation Santa Claus, which celebrated its 25th
Anniversary with a record breaking $18.8 million, |
am proud of the contribution our company makes to
the city it calls home. As we enter 2013, we hope to
continue on that path of service to the community, and
expand upon it.

Finally, I would like to thank my fellow board
members, staff members, our readers, advertisers,
and shareholders for all their support, and hope we
can count on it as we continue on our fascinating and
rewarding journey.

Yours sincerely,

Dr David J. Pang
Chairman, SCMP Group
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