EEE

Management Discussion and-finalusis

REVIEW OF OPERATIONS

The principal activities of the Group comprise Media
Ownership and Services, Human Capital Management,
Broadband Content and Distribution, and Trading.

During the first half of 2004, the Group generally saw
improvements in its operations in line with the recovery in
the Hong Kong economy. The consolidated turnover of the
Group for the six months ended 30 June 2004 (“Period”)
increased by 20.1% to approximately HK$678.2 million, as
compared with approximately HK$564.8 million for the six
months ended 30 June 2003 (“Previous Period”), reflecting
a revival in business volume in its core businesses. The
Group took advantage of its strong cash position and
continued confidence in business prospects and further
expanded and diversified its media businesses, in particular
its magazine and overseas newspaper operations. The
investments made in these businesses, together with higher
newsprint cost and usage, resulted in a loss from operating
activities of approximately HK$7.0 million for the Period.
Net loss attributable to shareholders for the Period
amounted to approximately HK$9.8 million, or HK0.53 cents
per share.
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MEDIA OWNERSHIP AND SERVICES

With the improvement in the economic environment, the
Group’s Media operations maintained profitability with a
growth in turnover of 24.7%, from approximately HK$430.1
million in the Previous Period to approximately HK$536.4
million in the Period.

Media Ownership Unit

The two newspapers published by the Group in Hong Kong,
Sing Tao Daily and The Standard, both staged a healthy
recovery during the Period with steady growth in advertising
and circulation revenue. Building on its traditional strength
in property advertising, Sing Tao Daily actively developed
new categories of advertising and widened its customer
base, with particular success in the retail, banking and
telecommunications segments. Circulation continued its
rising momentum, led by the weekend editions where
infotainment and features content had been enriched.
Continuing efforts were made to improve the editorial
content, including the launch of a new Investment Weekly
supplement in April, which further drove up circulation.
Average daily circulation during the Period was 18.2%
higher as compared with the Previous Period. The growth
is particularly noteworthy in the context of a general trend

of declining newspaper readership in the market.
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The Standard continued to position itself as a leading
source of information on Greater China’s business and
economy. Market share leadership was maintained in listed
company notices, revenue from which benefited from
increased capital markets activity during the Period. At the
beginning of the year, a new management team was
installed to lead the newspaper, including the appointment
of one of Asia’s most experienced business journalists as
its Publisher and Editor-in-Chief. Since then, additional
resources have continued to be committed to improve the
newspaper’s content, operations and market position. The
initial response from both readers and advertisers has been
encouraging. On 20 September, The Standard unveiled a
more contemporary design in order to highlight the paper’s
improved editorial content.

The overseas operations of Sing Tao Daily recorded
satisfactory growth in terms of both circulation and
advertising revenue in all major markets. In order to
reinforce our leading position in existing markets as well
as to expand our presence in new markets, significant
investments were made on strengthening our overseas
operations during the Period. Resources were allocated to
increase the circulation and readership base, to enhance
the editorial offering as well as to improve the production
facilities. In the USA, we grew our market share in San
Francisco also through the acquisition of Chinese Times
(& L E =R ), an 80-year old locally published newspaper
which we have since successfully revamped. In Europe, a
new office was opened in Amsterdam to extend our reach
further into Continental Europe.
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The Group’s Magazine unit underwent a restructuring in
its portfolio and management structure during the Period.
Focus was put on strengthening our titles in three core
topics, namely current affairs and entertainment, lifestyle,
and IT news and trends. A new management team from
Sing Tao Daily was transferred to the unit in early 2004,
with a view to creating more synergies within the Group’s
Media operations. Since then, investments have been made
to bolster the strength of the management, editorial and
sales teams. In particular, increased resources were put
into Eastweek to rebuild its brand and quality. To
differentiate from its competitors and its previous image,
the magazine was relaunched in May with a new logo and
a total new look, and has achieved satisfactory growth in

both circulation and advertising revenue.

In line with our “Central Kitchen” concept for content
creation, the content of Eastweek has been utilized in Sing
Tao Daily’s overseas editions as a separate weekly insert.
This has not only had an immediate positive impact on the
circulation and advertising performance of the overseas
editions, but has also helped to extend and promote the

Eastweek brand in the overseas markets.

The Book Publication unit, although still representing a
relatively small contribution to overall results, progressed
considerably during the Period. By the end of June, the
number of titles published had increased to over 200,
focusing on travel, parenting and educational topics. In
July, the unit became a licensee of the Walt Disney
Company for publishing and distributing bi-lingual Disney

children storybooks in Hong Kong and Macau.
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Media Services Unit

The Group’s print media distribution business in the PRC,
conducted under a joint venture with the People’s Daily
Press { AR B #R), made significant progress during the
Period. The magazine distribution business, having been
initiated in Beijing and extended to southern China during
the second half of last year, focused on building up the
number of titles handled, which grew from around 1,000 at
the beginning of 2004 to over 1,200 at the end of June. At
the same time, investment has been made on building a
comprehensive IT network for distribution and logistics to
offer value-added services to its customers. In line with its
strategy of developing a nation-wide network for print media
distribution, the joint venture will continue to explore
acquisition opportunities in provincial distribution

capabilities.
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HUMAN CAPITAL MANAGEMENT ADEFERE

The rebound in the Hong Kong economy and positive REEBNANEREREBTXERNBREAEHFD
effects brought about by “CEPA” and the “Individual Visit RELE HEEIEEELKEBERIMIEHITIEFRE
Scheme” benefited the Group’s Human Capital e MANBEREREBHRCEMEXIEZSE - 1
Management unit (“HCM”), which comprises two main IRIBIEEFFEE RS T - BRIBHRS SRS -
businesses: publishing of recruitment and continuing BEEFRBAMBAL  ANBAREEEBERANEARE
education publications, and provision of corporate training BHBE EEBRHELRS0.3% @ BELEEMNEL
services. During the Period, HCM delivered sound results, /30,0008 7T - 1 T A5 R EEE 4 42,300,000
with a significant growth in turnover of 50.3% as compared BT RMEE -

with the Previous Period. The unit achieved an operating
profit of approximately HK$0.03 million, registering a
turnaround from the loss of approximately HK$2.3 million
in the Previous Period.

Recruitment Media KR

The unit’s flagship recruitment media, JobMarket, had an EAETEETY - CRBIES) REREMISEEH
outstanding first half as it broadened its services continually ZH - NEHRRS  EEFFRBLEE - REB
to take advantage of the revival in the employment market. HAF 940 - 48 b Sk B 48 1k www.jobmarket.com.hkig
Apart from the weekly publication, the online job seeking REDFFEFIeE U ERZERLBERE RE
website, www.jobmarket.com.hk., was enhanced with real BE o BRI AR AR UERABEERHE
time features and a number of large-scale career BEFX - st ARHCEBIERm) EEBETIMENE
exhibitions and seminars were organized, with a view to FRBLETFE  EREFHLE UKD ERA/FE
providing a one-stop solution to serve customers’ needs in BEREEFHNEERETY -

recruitment advertising. The new monthly publication
launched last year, Education Plus, has successfully been
developed to become a leading brand for continuing
education advertising, with an integrated print and online

platform.

Corporate Training I

The corporate training and e-learning business carried out AEBFRENLTEINEEBEFREBEGE 2R INE
through a joint venture with the University of International BhE KRECEBIRELEEBELE  EXHA
Business and Economics (“UIBE”) in Beijing continued to ESEREHER —_ZSTWOFNLAHESFT BB
make steady progress during the Period. Over 13,000 13,0008 242 NE L EBEREFTM - AR - %46
students have registered for the new academic year in BELEXNEBINEZEFNNZmERNEEWEESE
September 2004 at the web-based distant learning university, FHIRTE - P EBER RS ABEIMNIAKIR ©

eUIBE. At the same time, corporate training courses have
been developed with reputable overseas educational
institutes such as the University of Toronto, to broaden the
business base and bring in additional revenue source.
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BROADBAND CONTENT AND DISTRIBUTION

The Broadband Content and Distribution unit achieved
satisfactory progress during the Period. Beelink Information
Science & Technology Co., Ltd. (“Beelink Information”)
(AEEEHMRAERA

as the dominant broadband service provider in Jinan,

B]) maintained its market leadership

Shangdong Province, with a subscriber base of over
85,000, representing a 25% increase as compared with
the end of 2003. At present, Beelink Information’s
broadband network has more than 90% coverage in Jinan.
In conjunction with its broadband services, efforts have
been placed on developing value-added services, such as
short messaging, games and online advertising, which

generated a steady source of additional revenue.

Beelink Information’s system integration and development
business, which primarily targets provincial government
projects, was negatively affected by the macroeconomic
control measures implemented in the PRC during the first
half, as government departments cut back on their IT
budgets. To diversify its revenue source from this business,
Beelink Information has accelerated efforts to broaden its

product offerings for non-government sectors.

TRADING

Revenue at the Trading unit benefited from the rapidly
developing digital camera market in the PRC. Although
intense competition in the market had resulted in pressure
on operating margins, the unit recorded a significant growth
in sales of 64.7% as compared with the Previous Period.
In order to compensate for the deteriorating margins in the
photographic product distribution business, the unit has
begun to diversify into new product lines whilst leveraging
on its existing distribution network, and a newly licensed
brand of “Jeep” camera and video bags were launched in
August.

Management Discussion and Analysis
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PROSPECTS

The recovery of the Hong Kong economy in the first half
of 2004 has provided a favourable operating environment
for the Group, and we have taken advantage of such an
environment to make appropriate investments to strengthen
our competitiveness, as well as to expand our business
where, we believe, the market represents growth potential.
At the same time, faced with escalating newsprint prices
against our achievements in growing circulation of our
publications, we have made efforts on improving

operational efficiency to keep costs under control.

Looking to the second half of 2004, we shall continue to
adopt a prudent approach, combining a strategy of investing
selectively in new products and markets for long term
growth, and exercising discipline in cost control and
productivity gains to ensure improved profit performance.
We are confident that the investments we have made have
laid a strong foundation for our future growth, and have
positioned the Group to fulfill its long term objective of
becoming a leading multi-media content provider for global

Chinese communities.

LIQUIDITY AND FINANCIAL RESOURCES, GEARING
RATIO, CHARGES ON GROUP’S ASSETS

The Group maintained a strong financial position with a
net cash position throughout the Period. During the Period,
the Group received repayments of approximately HK$26
million from its jointly-controlled entity in Canada, and
invested approximately HK$56 million in various high yield
short-term investments to maximize the return on cash on
hand. As at 30 June 2004, the Group had a net cash
balance (calculated with reference to the Group’s cash
balances and total borrowings) of approximately HK$459
million (31 December 2003: approximately HK$544 million).
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The gearing ratio, defined as long-term borrowings to
equity, was zero as at 30 June 2004 (31 December 2003:
zero). As at 30 June 2004, the Group had pledged time
deposits of approximately HK$52 million (31 December
2003: approximately HK$58 million) to secure banking
facilities granted to the Group.

The Group adopts a prudent approach in managing its
treasury function and uses different hedging methods to
minimize the impact of foreign exchange fluctuations on

its financial performance.

EMPLOYEES

As at 30 June 2004, the Group had a total of approximately
2,000 employees.

The Group adopts a prudent human resources policy to
ensure that while managing an efficient cost base, it will
be able to attract and retain quality staff. Apart from basic
salaries, the Group provides its staff with various fringe
benefits such as medical insurance, discretionary bonus,

share options and contribution to mandatory provident fund.

INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend
for the Period (Previous Period: Nil).

Management Discussion and Analysis B & E
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