CEE=pa1 CEO Interview

~REE  REZEHIHEASL
Fortune Telecom Powered by Its
Nationwide Distribution Network

HEOEESE  Jason Wong, Quamnet Reporter
[¥EREAZE  BEMATE  FTRICYFE - | — FFENE

“When a company expands, it must be backed by solid management
systems to remain competitive.” — Chairman Mr. Steve Lau
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ong Kong's telecoms market has seen

a series of mergers and acquisitions

in recent months. Across the border,
relentless consolidations within the telecoms
industry are also underway. Soutec, PANDA
and Kejian have all faded out from the market
recently because of financial and other
problems. Not long ago, the mainland telco's
arm of multinational enterprise Siemens was
also acquired by BenQ.

Fortune Telecom, most known for supplying
Nokia throughout the country, is currently one
of the top three distributors in the mainland
telecoms industry. Lau attributes their success
to a “3E" management philosophy (Every
person, Every day, Every task)’ and a “3E"
concept (Every product, Every channel, Every
price) for its distribution network. “If we can be
clear on the six items mentioned above and
control them wisely, our business will remain
competitive,” he said. “Many state-owned
enterprises are not doing well because they

fail to monitor their businesses closely. Some
firms do make money when they are running
on a small-scale. But as soon as they expand,
they start losing money. In view of this, we have
been inserting lots of IT resources to ensure
close contact with our distribution outlets. For
example, we can check the daily sales of each
of our shops simply through the Internet.”

According to figures from CCID
Consulting, 20.96 million mobile
phones were sold in
China in 3Q2005, up
16% year-on-year.
It is estimated that
annual sales of
handsets should
have breached
the 88 million
mark in 2005.
During 3Q2005,
the sales volume
of Nokia phones
surged 87% to
8.5 million units,
strengthening its position as the top mobile
phone brand in China.

Great Potential in Rural Areas

Between 1992 and 1993, Fortune Telecom
helped distribute the first Nokia phones in the
PRC, according to Lau. "Currently we have
about 2,000 staff in China, most of which
are salespersons, and now we are selling
8,000 to 10,000 phones a day. We have a
sound distribution network with 10,000 clients
spreading all over the country, which is also
competitive when compared with our peers.”
In 1H2005, the group sold 1.48 million mobile
phones in China.

Despite price competition among many
telecoms product retailers and distributors in
China, Fortune Telecom continued to mark an
increase in its turnover. Lau attributed it to the
growing replacement market and more new
users in rural areas. "Nowadays, about 800

to 900 million mainlanders are living in the
countryside. The mobile phone penetration
rate is relatively low when compared with the
60% to 70% in large cities. In view of the GDP
growth of 8% in China, the increase in mobile
phone users in third and forth-tier areas is
going to be rapid. In the future, we will input
more resources to recruit new users and boost
our coverage rate; As for the big cities, we will
target middle to high-end users to enhance
their replacement rates.”

3G Licensing in the Pipeline

At a conference held by the Ministry of the
Information Industry, officials suggested that
the “critical time" for 3G licensing has come.
Lau's comment is that the development of 3G
is maturing and 3G services will be in place
before the Olympic Games in 2008. "As it
takes time for networking and to get ready for
services, | believe 3G licenses will be issued by
the first half this year. | don't see any reasons
not to be optimistic towards this market.”

Facing a huge market with 1.3 billion population,
Lau said the group will grasp this profitable
business by fortifying its partnership with 3G
operators. As most of the 3G phones belong
to middle to high-end products, the group
expects to enjoy decent profit margins from
distribution. #
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Fortune Telecom is a client of Quam Investor
Relations (QuamiR). For more information, check

out fortunetele.quamir.com.
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Fortune Telecom (110) was a GEM-listed
company before switching to the main board
in 2004. In 1H2005, it recorded net profit and
turnover of HK$6.65 million and HK$1.54 billion
respectively.
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