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2005 was still a challenging year to Kwang Sung. The
economic environment remained unfavourable to electronic
component manufacturers worldwide and we were inevitably
affected. We have to face the continued rise in raw material
price and manufacturing costs that posed huge pressure on
our gross margins, especially in the first half of the year. To
combat the difficult operating environment, the Group
invested tremendous effort to improve operational efficiency
and its research and development functions. In spite of the
tough business environment, with all these measures in place
and economies in the region recovering, I am delighted to
report that the Group’s performance picked up in the second
half of the year and I am confident that this growth
momentum will continue in 2006.

Radio and multimedia broadcasting are set to enter a new era
with Digital Audio Broadcasting (“DAB”) and Digital
Multimedia Broadcasting (“DMB”) technology becoming
prevalent. In addition to their initial application in some
European and Asian countries, DAB and DMB are going to
bring new audio and visual experiences to consumers across
the world. As one of the first mover in the industry, we
focused on the research and development of digital modules
over the past years and have successfully received initial
orders for them during the year under review. In 2006, we
will step up effort in this area, which will allow us to seize
arising opportunities in the market.

The future of the Group is certainly open for improvement
with the economy and consumption sentiment in markets
worldwide recovering. As an upstream supplier in the supply
chain, we will benefit from the boom in demand of end-
product manufacturers. Kwang Sung will, in the year ahead,
seek to fortifying its research and development functions
with the aims of improving existing products and widening
its product mix to include new digital multimedia tuner
modules as a critical category.

Finally, I would like to extend my thanks to the management,
our staff and shareholders for their unswerving effort and
commitment. With your support, I am confident our business
teams will remain as the driving force behind our growth and
pave the way for a brighter future for the Group.

By order of the board
Yang Ho Sung

Chairman
Hong Kong, 11 April 2006
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Success Hinges on Technology
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