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BUSINESS PERFORMANCE

China-Hongkong Photo maintained a steady market share 1n China and Hong Kong during 2000/2001 supported
by an intensive brand advertising and consumer promotion campaign 1n all our markets. The Group also
benefited from a strong increase 1n visitors to Hong Kong, Macau and China and the strengthening economy,
which encouraged increased consumer spending.

Fupifilm launched a varnety of new products, systems and services duning the year and reinforced our
distribution and service network of more than 3,000 franchised shops.

We capitalized on Fupfilm’s leadership in the development of new and innovative photo 1maging
technology. Sales of digital cameras and the new Fujifilm Digital Image photo processing equipment were strong.
The new Frontier 350/370 enjoyed remarkable sales results with more than 100 units sold and this performance
1s expected to continue.

There was increased demand for digital and instant cameras. Sales of photo-finishing products, including
paper, chemicals and equipment, was enhanced by the strong sales of the Frontier, which combines traditional
and digital imaging.

The Group continued to focus on efficiencies throughout 1ts operations. An Enterprise Resource Planning
(ERP) system 1s under development to simplify administrative procedures by reducing paperwork, improving

communication, and enabling management to 1dentify and solve problems quickly.
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Instax 200

New rounded shape and composite
LCD control panel give you added
point-and-shoot convenience in

an innovative instant format.
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Instax Mini 20
It produces vivid, lifelike wallet-size
prints, effortlessly, instantly!

Instax Mini 20
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DIVERSIFIED PRODUCT CATEGORIES

The Group maintains a diversified portfolio of products that fall within three major categories: 1maging systems,

photofinishing systems and information systems.

IMAGING SYSTEMS

Imaging systems include photographic film products, motion picture films, electronic imaging equipment and
media, camera and magnetic audiovisual media. Sales from this segment during the year were up 3.8% to
HK$903 million.

The Group recorded a mild decrease 1n film distribution in China, Hong Kong and Macau. However, other
high quality products 1n this category recorded good sales performance.

In the area of 1nstant photo systems, market response to the introduction of Instax 100, Instax 500 and
Instax Mim 10 cameras has been most encouraging. A dramatic growth 1n sales of 90.3% was recorded last year.
The stylish Fujihilm Instax 100 Instant Camera, with 1ts supenor quality pnnts, continued to prove its popularity.
It was chosen by McDonald’s Restaurants to photograph birthday parties and other family celebrations in 160
outlets. And, the Hong Kong Housing Authority (HKHA) chose the Fujifilm Instax 100 as its in-house 1nstant
camera for various administrative tasks. Also gaining market acceptance were the newly introduced Instax 200

and Instax Minm1 20 cameras, and the latest model QuickSnap Marine that can take photos underwater.
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FinePix 6800Zoom

> F.A. Porsche design

> 3.3 mullion Pixel, 1/1.7" Super ((D
> 3X optical zoom and up fo 4.4X

digital zoom

> Z-inch TFT color LCD monitor
with 130,000 pixels for viewing
captured 1mages

> movie and audio recording
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FinePix 6900Zoom
> 3.3 mullion Pixel, 1/1.7" Super (CD

> 6X optical zoom and up to 4.4X
digital zoom

> 2-inch TFT color LCD monitor
with 130,000 pixels for viewing
captured 1mages

> Vanety of shooting modes and
playback mode

> Manual Focus, intelligent auto white
balance, multiple-exposure mode
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The Internet and related services continued to expand dunng the year encouraging people to use visual
Images 1n a variety of ways. As a result, Fujifilm branded digital cameras successfully capture the market share
with growth of 67.1% in the previous year.

Digital cameras introduced during the year were the Digital Camera-S1 Pro, FinePix 401, FinePix 4700Zoom
and FinePix 4900Zoom. They all quickly became very popular and experienced strong market acceptance. This
year's latest twin models, FinePix 4800 Zoom and FinePix 6800 Zoom, designed by F.A. Porsche and incorporating
Fupifilm’s proprietary Super CCD technology, will further capture market recognition in the digital era. The FinePix
6800 Zoom has an industry-leading resolution of six million pixels, a cradle system that was introduced to
enable convenient and easy communications with PCs while delivering high quality imaging, functional diversity
and supenor operation.

The FinePix Printer NX-500 was introduced to complement Fujifilm’s high-resolution digital cameras.
Delivering photo-realistic results with all of the quality of the onginal image, it has a built-in SmartMedia Card
slot that offers the added convenience of direct output of 1mages stored on a card without the aid of a

computer.

PHOTOFINISHING SYSTEMS
Photofinishing systems include paper, chemicals, photofinishing equipment and processing and printing services.
Photofinishing systems increased by 14.2% during the year. Sales of digital minilab Frontier accounted for 30.6%

of the photofinishing system turnover and recorded a growth of 16.6% compared with 2000.
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Fupifilm designed and marketed the digital minilabs Frontier 350/370 for use 1n the consumer imaging
market and 1t met with immediate success. The Frontier can accomplish traditional tasks, often arduous and
labor-intensive, more easily, efficiently and with better results than earlier systems.

The high capacity, state-of-the-art Frontier represents a fusion of the best of silver halide and digital
technologies. In addition to handling digital media, the Frontier system 1s built around a revolutionary built-in
CCD line scanner that optimizes each 1image and automatically corrects high contrast and underexposure to
achieve 1mages of precision, color quality and sharpness. New functions and software and upgrades for the
system are 1n constant development. The Fujicolor CD produced for the Frontier system 1s expected to reinforce
sales performance.

The new FUJICOLOR CD, a revolutionary new form of photo 1mage storage, was brought to market early this
year. This product makes 1t easy to produce photos on CD at the same time as reqgular prints are made. Shops can
produce CDs with high-resolution digital photos to accompany reqular print orders so customers enjoy digital
convenience with their conventional cameras and film. Each CD 1s pre-recorded with photo-viewing and popular
photo-editing software. Using the FUJICOLOR CD, customers can view and e-mail digital photos using their
personal computers.

The first Frontier unit 1n China went operational 1n Beljing 1n early 2000 followed by installations in other

major cities including Shanghai, Guangzhou, Zhuhai, Kunming, Jinan, Nanjing and Haerbin. By the end of the

year, more than 100 Frontier umts had been installed in China, Hong Kong and Macau.
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Funifilm FCR XG1 Computed

Radiography system

FCRXGI Ef & F 5
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Fun Medical Dry Laser Imager
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Our strategic alliance with Fotomax, the largest developing and processing chain operation, has resulted in
Fupifilm having the most extensive developing and processing network 1n Hong Kong with over 350 outlets. Up
to now, Fotomax has installed over 20 Frontiers to provide FDI services. In addition, all 46 Fotomax stores use
Fujicolor paper exclusively. This alliance will surely lead the market into a complete digital photography age.

The Group 1s cooperating with vanous Internet service providers in the digital area using the Frontier
system as the core element 1n offering network-based photo ordering. Supported by a dedicated marketing
campaign 1n all markets, we anticipate continued strong performance. This product 1s contributing significantly

to the enhancement of Fupfilm’s brand 1mage 1n the digital field as well as conventional 1maging.

INFORMATION SYSTEMS

Information systems consist of medical 1imaging systems, office automation systems and equipment, and storage
media. Sales 1n this category increased by 5.9% 1n the year. Sales of medical imaging system account for 90.4%
of this segment and remained stable as compared with 2000. The rapidly nsing usage of PCs and electronic
information networks will benefit the market for data storage media products in the long term.

The Group 1s the leading supplier of medical imaging products to hospitals in Hong Kong. In addition to
X-ray film, we devote much of our efforts 1n radiography machines that apply Fuji's imaging expertise to
applications designed especially for medical use.

The Fuji Medical Dry Laser Imager FM-DP L has been introduced to upgrade the dry imaging process for
greater efficiency and superior image quality. In addition, a brand new model, Fujifilm FCR XG1 Computed
Radiography system, has been introduced 1n 2001. This advanced digital-image processing system produces easy-

to-read, high-diagnostic-value radiographs 1n standard as well as high-resolution settings.
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Cyber Aaron TV commercials are
supported with a powerful package
of point-of-purchase matenal,

including everything from posters
to banners, countertop displays,

stickers and miniatures
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The FDI TV commercials, featunng

Ms Mirtam Yeung, received the
“Most Welcomed TVC Jingle

Awarding 2000”7
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ADVERTISING AND PROMOTION

The start of the Lunar New Year marked the launch of an intense Fupifilm advertising blitz in major Chinese cities
utilizing television, print, and storefronts. The message promoted the new Fujicolor Superia and was conveyed by
popular singer and actor Aaron Kwok. Featuring the theme “Super Vivid Color, Dynamic Fuji,” the new advertising
campailgn was designed to create wide brand awareness and appeal. Our TV commercial, featuring 30-second and
15-second spots, was run 1n conjunction with an aggressive print campaign, also featunng Mr Kwok. During the
launch period, full-page and half-page ads appeared 1n leading newspapers 1n Beijing, Shanghai, Guangzhou,
Chengdu, Hong Kong and other major cities.

The campaign was launched at an event held 1n the People’s Hall in Beijing that was attended by 4,000
people where Dr Dennis Sun, Chairman and Managing Director of the Group outlined the goals of the campaign.
He also noted that Fujifilm would fulfill growing consumer needs in China with Fujicolor Supena, other products
using Fujifilm’s cutting-edge technology and quality service. The campaign was also discussed at other dealer
meetings held throughout the country.

Two new television ads 1n Hong Kong featuring Mr Aaron Kwok and singer Ms Minam Yeung promoting the
Funfilm brand and FDI services, respectively, were found to be very effective by an independent consumer
research. In addition, the ad featuring Ms Yeung, her first TVC ad promoting FDI, received the “Most Welcomed
TVC Jingle Awarding 2000™ from ATV. Mr Kwok's TVC promotion will continue throughout 2001 1n China, Hong

Kong and Macau.
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