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T he past financial year has been a challenging
year for the film and entertainment industry in Hong
Kong, but no more so than some that Golden Harvest has
been through in the past three decades. From a financial
standpoint, we are looking confidently towards the future
despite some losses this year. This confidence comes from
corporate moves to consolidate our businesses in these
difficult times. We believe that it is when the going gets tough
that the tough show their mettle by making bold but rational
decisions; it is these sorts of decisions that will ensure that
Golden Harvest remains a strong leader in the business.

In the past few years, you have heard me talk about our
plans to turn Golden Harvest into a fully-integrated multi-
media entity. In 2000, we laid the foundation for that ambition
with the setting up of our public relations and music divisions.
In the face of the poor economic climate not only in Hong
Kong but also around the region, however, we have diverted
slightly from this course. Among the major decisions we have
made in the past year is to return to our core businesses of
distribution, exhibition and production and to lay dormant our
two new divisions and also to divest of under-performing
businesses such as our video business in Taiwan.
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However, we believe this detour only marks a temporary
delay to our multi-media plans and the streamlining of
our operations will help us maintain our competitiveness
in an embattled market. The consolidation in the past
year is yet another testament to Golden Harvest’'s
attunement with the industry and our responsiveness
towards market conditions, something that has kept us
ahead of the game for so many years. By concentrating
on our core businesses, we have been able to maximise
our strengths while minimising risk for our shareholders.

We have scaled back on our productions and instead
moved into the arena of film financing, which is
economically more viable and provides lower risk, in
return for distribution rights across the region. This
business model allows us to optimise our capital usage
and capitalise on our regional synergies. It also allows
us to gain market share through service and distribution
fees. This is why you will see us moving towards a
more aggressive approach for the distribution of both
non-Chinese language and Chinese language films.

The film industry is not going to rebound very quickly
but Golden Harvest is a well-established brand name
with consumers around the world. Our aim now is to
find new entertainment avenues that will allow us to
leverage on our existing brand and consumer confidence.
In China, for instance, we are already a strong brand
name and are perfectly positioned to be able to capitalise
on the eventual opening up of the market.
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We are working very closely with both the Hong Kong
Government and the Chinese Government to work
towards bringing more Chinese language films to China.
We are hoping to see China opening up the Pearl River
Delta region for freer imports of Chinese language films
and we see Golden Harvest's role as a bridge towards
achieving that. When that happens, our market of six
million will grow significantly to more than 40 million.

Despite falling box office receipts across the region, our
exhibition business also continues to fare well. In Singapore,
we are starting to see our first profits roll in after a period
of investment. In Malaysia, we have also gained headway
through lower costs with the reduction of entertainment tax
in the country. In China, we have successfully negotiated
our contract for the IMAX theatre in Shanghai to include
four other multiplex screens as well.

My belief in the demand for entertainment is still strong.
Whatever the economic situation, people - whether in
Hong Kong, China, Asia or anywhere else around the
world - will continue to want entertainment. With the
strong branding of Golden Harvest, we have no doubt
that we will remain a leading supplier for that demand. |
speak for my senior management and staff when | say
that our vision towards the future remains the same,
our confidence unshaken. The economics of the
business may force delays or diversions, but these will
only encourage us to be more pragmatic, prudent and
precise. The journey may be rough at times, but here at
Golden Harvest we have been on that road and we
know the way. We will get there in good shape.
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