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REVIEW OF OPERATIONS

The principal activities of the Group comprise Media and
Media-related operations including Newspapers, Magazines,
Recruitment Media, Media Services, Books and Content
Services. In addition, the Group is also engaged in Trading,
Broadband Content and Distribution, and E-learning and
Corporate Training. In February 2005, the Company was
renamed Sing Tao News Corporation Limited to better reflect

the Group’s focus on its core Media business.

During the first half of 2005, the Group enjoyed considerable
growth across its key business segments in light of the
continuing strength of the local economy. The consolidated
revenue of the Group for the six months ended 30 June 2005
(“Period”) increased by 26% to approximately HK$854.9 million,
as compared with approximately HK$678.2 million for the six
months ended 30 June 2004 (“Previous Period”), attributable
to the revival in advertising spending in particular in the print
media market. In addition, the Trading business of the Group
also recorded substantial growth in turnover. Despite the
increase in the price of newsprint, which represents a major
component of cost of sales, gross profit for the Period increased
by 25% as compared with the Previous Period. With the Media
operations as a key profit contributor and the benefit of a
one-off gain on waiver of a payable relating to a joint venture
investment, the Group recorded a profit attributable to equity
holders of approximately HK$43.5 million, reversing the loss

of approximately HKS$11.7 million for the Previous Period.
MEDIA AND MEDIA-RELATED OPERATIONS

Results of the Group’s Media operations improved significantly,
with an increase in revenue of 14%, from approximately
HK$560.9 million in the Previous Period to approximately
HK$636.7 million in the Period, and segment results achieved
a turnaround from the Previous Period’s loss to a profit of
approximately HK$21.3 million. The improvement in
performance was mainly attributable to the Newspaper

business of the Group.
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Newspapers

Sing Tao Daily, the flagship newspaper of the Group, achieved
outstanding improvements in results during the Period,
benefiting from the local economic growth and buoyant
property market. The newspaper recorded sales growth across
most of its advertising sectors and, in particular, reinforced
its leadership position in property advertising where it
surpassed its competitors by a major extent in terms of both
display and classified advertisements. In addition,
advertisements for the education and finance sectors also saw
major advances, thanks to editorial improvements in these
sections of the newspaper. Circulation continued its rising
momentum, a testimony to the success of the newspaper’s
market positioning and brand image, which identifies with
the middle class readers in Hong Kong. The Monday
supplement Investment Weekly, which celebrated its first
anniversary in April 2005, has become a well-recognised

product in the segment and further drove up circulation.

In July 2005, the Group made its foray into the free newspaper
market through the launch of a new publication, Headline Daily.
A general newspaper distributed freely from Monday to Friday,
Headline Daily has quickly become the number one free
newspaper in Hong Kong in terms of circulation volume and
distribution coverage. Under a wholly advertising-driven model,
Headline Daily is tailored to advertisers who target the mass-
market consumers. Response on the advertising front since
launch has exceeded expectations, and operating costs have

been controlled within budget.
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The Group’s English-language business newspaper, The
Standard, saw significant growth in circulation as a result of a
number of marketing and editorial initiatives. The latter
included the launch of a weekly Property section, a weekly
Macau section, a Monday Money feature section as well as a
re-launched version of Weekend Standard. In addition, a free
supplement Leisure Standard has been introduced as a monthly
publication in August 2005. The increased content quality not
only served to lift the newspaper’s average circulation for the
Period, which went up by 18% as compared with the Previous
Period, but also generated new sources of advertisements and

helped to diversify the revenue base of the newspaper.

The oversecas operations of Sing Tao Daily performed
satisfactorily, registering growth in advertising and circulation
revenue in all its major markets during the Period. In particular,
in the US markets we continued to expand our market share
despite intense competition. In San Francisco, we remained as
the market leader notwithstanding the entry of new players,
who have proven not to be a real threat to our position. In
New York, we have strengthened our editorial offering and
distribution network, and continued our upward trend in both
circulation and advertising. In Los Angeles, we completed the
construction of a brand new printing and production plant,
which commenced full operations in August 2005. With our
own printing facility, we shall be able to achieve lower cost of
sales and be better positioned to develop our business in a

more cost effective manner.
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Magazines

The magazine market in Hong Kong experienced keen
competition, with a proliferation of new titles hitting the
market and imposing pressure on both the circulation and
advertising fronts. In spite of this market environment, the
Group’s Magazine business made solid progress during the
Period, following efforts on strengthening its titles in the three
core topics of current affairs and entertainment, lifestyle, and
IT and digital products. Advertising and circulation revenue
rose considerably, and profit margins improved markedly. Most
notably, the flagship magazine East Week achieved double-digit
increases in advertising revenue and average circulation for
the Period as compared with the Previous Period, whilst at
the same time increasing its average advertising page rates. In
addition, the magazine made successful in-roads into new
advertising sectors, including high end and brand advertisers,
through a number of highly regarded marketing events as well
as editorial improvements. The lifestyle magazine East Touch
enhanced its content targeting female readers, through a book
B “Choco”, and created a new advertising platform for fashion,
cosmetics and other women’s products. PC Market maintained
its position as one of the most authoritative I'T magazines in
Hong Kong and achieved advances in circulation and
advertising. The positive momentum of the magazine business
is expected to continue into the second half, in particular with
East Week’s operations expected to turn profitable, although
market competition will likely remain intense and increasing

pressure will result from rising paper price.
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Recruitment Media

The Group’s Recruitment Media business comprises the
recruitment advertising title JobMarket and the continuing
education advertising title Education Plus. During the Period,
the business delivered double-digit growth in revenue as
compared with the Previous Period. JobMarket benefited from
the recovery in the employment market, and from increase in
page rates which in turn was the result of a strong product.
The business also leveraged on its multi-media platform to
capture the market’s trend towards online recruitment and
continuing education advertising, and to provide a one-stop

solution to serve customers’ varied and changing needs.
Media Services

The Group’s print media distribution business in the PRC,
Greater China Media Services td. (KREEERBEERET A
A]), progressed steadily during the Period. The magazine
distribution business in Beijing and southern China focused
on improving its operational efficiencies, and at the same time
a new joint venture operation has been set up in Nanjing to
extend the distribution capabilities to the eastern part of the

country.
Books and Content Services

The Book publishing business remained its focus on parenting
and educational topics and has increased the total number of
titles published to over 285. The Group continued to provide
Chinese-language financial content under licence from Dow
Jones through its joint venture company in the PRC, and re-
packaged information and content of the Group were also sold
to media and other customers in Hong Kong, Mainland China

as well as overseas.
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NON-MEDIA OPERATIONS

Trading

The Group’s Trading business recorded a remarkable increase
in revenue of 91%, from approximately HK$112.5 million in the
Previous Period to approximately HK$215.1 million in the
Period. This was largely attributable to the continued expansion
in the demand for digital cameras in the PRC, as well as to
persistent efforts on expanding the business’ sales channels
and improving its sales and marketing capabilities. Although
competition was severe in the market, the Trading business
was successful in maintaining its margins, and recorded an
increase in operating profit to approximately HK$6.1 million
in the Period as compared with approximately HK$1.8 million
in the Previous Period. In addition, the business has continued
to diversify its revenue base. Sales of the “Jeep” brand of camera
and video bags were satisfactory and the sales network has
been extended nationwide. Further ahead, a new line of

watches is planned to be launched.

Broadband Content and Distribution

Results of the Broadband Content and Distribution business
were stable during the Period. The subscriber base of Beelink
Information Science & Technology Co., Ltd. (B EE BB H
fR 2 &)) (“Beelink”) reached over 108,000 as at the end of June
2005, with increases mainly in individual subscriptions.
Although Beelink remained as the largest broadband service
provider in Jinan, price competition has put a cap on revenue
growth and margins. In response, Beelink has continued to
broaden its businesses into value-added services as well as

system integration and software development.
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E-learning and Corporate Training

During the Period, China Human Capital Management
Company Limited (3t RS ZEE 2 HE B AR 2 7)) recorded
respectable increase in revenue and profit. The business
focused on the provision of e-learning in co-operation with
the University of International Business and Economics in
Beijing, whilst seeking growth and diversification through
corporate training programmes with renowned overseas
education institutes such as the University of Toronto. As at
June 2005, over 17,000 students were enrolled at the web-
based distant learning university, eUIBE.

PROSPECTS

The existing Media operations of the Group have capitalised
on the favourable operating environment during the first half
to deliver respectable performance and, given the positive
outlook on the local economy and the market’s expectation of
continued advertising growth, the Group is optimistic about
the prospects for the remainder of the year. However, with
the increase in commodity prices the economy is expected to
enter an inflationary phase and increasing pressure will be
felt on profit margins from escalations in materials as well as
human capital costs. The Group will be rigorous in improving
operational efficiencies to keep costs under control.

With the launch of Headline Daily, and the recently announced
weekend newspaper leveraging on the MTR distribution
channel, the Group will be able to access new market segments
and new opportunities for growth and expansion. Results in
the second half will be impacted by the start-up costs of these
new ventures, but we are confident that the investments will
yield promising returns in the medium and longer term. In
July 2005, we announced the sale of our office building in
Kowloon Bay. The transaction is expected to be completed in
December 2005 and upon completion, a one-off profit will be
booked into the Group’s accounts for the 2005 financial year.

With the core Media operations turning around and gaining
momentum, and the initial response to our new Media projects
exceeding expectations, the Group is announcing an interim
dividend for the Period. The Group is confident that its core
operations will continue its upward trend and that it will
continue to return value to sharcholders through the
distribution of dividends out of recurring profits.

SING TAO NEWS CORPORATION LIMITED Interim Report 2005

A LE s Rl

RABA It RECESEHERTERQAMHKA
ME PRSP B Mg R % B mE NS
BHREEM7RBHARBEAZL RAKINEE
INEZHEMRBUNZHZREBARDEEIRE
UREBEBEREFEZZ UL BE_ZTTRF
NA @B LEEREARE[UIBE] E AHi817,000% 2 4

L af

RE

AEEZRBEBERN ¥ FRARERRELSE
REMARRIEBE M EAMEEAN KL RT5E
HESESKBELRR AEEBURTFEZREN
BB B AT R WE Lk BB AR
AR ER 0t B A TR AS 9 7S S0 ) R AR
REN-AEBEHBEERESEERRAZH KA

B CRIG B ) ML B S M L AR A #3217
BRENRERR AEBECEANMISEE Wik
TRHHNEREGHE THF2XEERERE
LHIRENA AT E EAKEYY REY
AEGHRERBAEREL- R_FFTRFLA K
SEEMLEURNEEBZRARE-EHXSE
HBR-_ZEZRAF+ _ATK XIERE AEEZ
—ETNFHRFEREBTIR -FRENHF
e

ES

EEZORBEBHENERE L ABBZHE
MEREEHRERE NP REELEL A&
BMEMRRABAIRE S HARE -AKEREEZD
EBBEERRE U HERKRSEES NIRRT R
M 2 R AR S PA 13 88 AR R o



Management Discussion and Analysis

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

The Group maintained a strong financial position with a net
cash position throughout the Period under review. As at 30
June 2005, the Group had a net cash balance (calculated with
reference to the Group’s cash balances and total borrowings)
of approximately HK$352 million (31 December 2004:
approximately HK$468 million).

The gearing ratio, defined as long-term borrowings to equity,
was zero as at 30 June 2005 (31 December 2004: zero). As at
30 June 2005, the Group had pledged time deposits of
approximately HK$149 million (31 December 2004:
approximately HK$42 million) to secure banking facilities
granted to the Group.

CAPITAL STRUCTURE, EXPOSURE TO FLUCTUATIONS IN
EXCHANGE RATES

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 2005, the Group had approximately 2,100
employees.

The Group remunerates its employees based on individual and
business performance and competitive salaries and benefits
are paid to attract and retain quality staff. Other employee
benefits include medical insurance, discretionary bonus, share
options and provident fund schemes.

INTERIM DIVIDEND

The Board has resolved to declare an interim dividend of HK0.5
cents (Previous Period: Nil) per share for the Period payable
on Tuesday, 25 October 2005 to sharcholders whose names
appear on the register of members of the Company on Tuesday,
18 October 2005.
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