Chairman’s Statement EE#H%E

The past year was marked by fierce competition in both Hong Kong and China and the fall in
the Japanese Yen and Euro currency, which attracted parallel imports and further intensified the
competition in both markets. Most of our business segments saw a downturn in performance
compared to last year. However, I believe our business has weathered the worst of this
competition, and we look forward to getting back on track for steady growth as the China
market continues to grow and to open up in the years ahead.

Our total turnover for the year was HK$1,531 million, compared to HK$1,514 million last
year, and profit attributable to shareholders was HK$53 million, a decrease of 48.4%. The
directors have recommended a dividend of HK1 cent per share for the year.

In spite of tough market conditions, we have successfully built the foundations for the
future success during the year under review. The highlight in this difficult year has been the

growth of our digital laser imaging services network. The Fujifilm Digital Imaging (FDI) network
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In China, our FDI network covers more
than 30 major cities, including Beijing,
Shanghai, Guangzhou and Chengdu.
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now comprises over 250 units in China, Hong Kong and Macau, and is the market leader in
digital laser imaging.The cornerstone of the FDI concept is the Frontier Minilab, which is
unrivalled in terms of its flexibility as a tool for traditional as well as digital photo-services.

Building on our retail strategy, the Group acquired Fotomax Holdings Limited from Li &
Fung (Retailing) Limited in August 2001. Fotomax now operates as an independent retail arm of
the Group. The Fotomax chain of high-end outlets includes more than 60 stores in Hong Kong
and 10 in Beijing, Shanghai, Guangzhou and Shenzhen. We are confident about the long-term
future for this retail arm of the Group, and particularly look forward to the opportunities for
expansion in China as consumer spending grows and consumers in the major cities become
increasingly sophisticated.

The third significant development of the year was obtaining the right to distribute Fujifilm
graphic arts products in Hong Kong, China and Macau in March 2002, enabling us to carry

almost the full product line of Fujifilm products. The agreement will be effective from 1 May
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Fotomax

Fotomax's success in building a
high-end photo processing chain
store network will add strength to
the Group’s efforts to tap into the
enormous mainland market.
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Fuji Graphic Arts Products Co. Ltd
The acquisition of distribution

rights for Fuji Graphic Arts

Products signifies the long-standing
relationship and trust between Fuji
Japan and the Group. We believe

this new operation will generate
positive revenue for the Group.
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2002, and underscores the solid partnership we have with Fujifilm Japan. Sales of graphic arts
products account for a significant portion of revenue for Fujifilm Japan’s Information Systems
Section and we expect this business line to contribute significant additional revenue to the
Group in the medium-term. In particular, the development of networked and digitized systems
in the printing industry should provide opportunities for growth, especially in China.

Our greatest opportunities in the future still lie in mainland China. We have always said
that China’s admission to the WTO and an increasingly open market should stimulate further
economic growth and demand, and result in easier distribution for photographic products
and services. Over the past year we have seen the gradual realization of this promise, but
the process will continue to be a slow one. At the same time we have to deal with increased
competition, and we have seen intense price competition over the past year as well as
competition for distribution channels and customer market share.

In the face of this, it is ever more imperative that we manage the costs of our business
effectively. The Group has no bank borrowings and our operations have been streamlined
continuously. In April 2002, we implemented a new Enterprise Resources Planning (ERP)
system that will enable us to manage the various strands of our business more cost-effectively

in the future.
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As the Japanese Yen and the Euro have begun to appreciate again, the pressure of parallel
imports is also likely to improve in the current fiscal year.

Encouragingly, domestic tourism in China has shown steady growth since 1990. In 2000,
there were 740 million domestic tourists, compared to 639 million in 1996, and their average
spending power has increased too, from RMB$256 in 1996, to RMB$ 426 in 2000. Whether
people are visiting scenic spots in China, or traveling to Hong Kong and Macau, we look forward
to providing products and services that enable them to capture their holiday memories in all
three places.

The success of our business depends on three very important partnerships, with Fujifilm
Japan, with the members of our Fujifilm Digital Imaging Service and Fujifilm Image Service
schemes, and with our hard-working team of employees. Our partnership with Fujifilm dates
back over 34 years, and was further strengthened this year by the additional distribution
agreement for Fujifilm graphic arts products. Our network of members is growing steadily, and
we have invested time, energy and money to ensure their needs are well met. I would like to
extend my thanks to all three of our groups of partners for their dedication and hard work

during a challenging year.

Dr Dennis Sun Tai Lun

Chairman and Managing Director
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Fujifilm’s 3rd Generation
Super CCD System

The 3rd generation Super CCD
system further expands the
possibilities of FinePix digital
cameras through the outstanding
ultra-high 1600 IS0 sensitivity
and high-quality VGA-sized
movie recording.
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The Frontier 330 was launched in December 2001,
and has been well-received by the market
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