
  
LENOVO ANNOUNCES 2004/05 INTERIM RESULTS 
NET PROFIT GROWS 16% TO HK$627 MILLION 

*  *  * 
PROACTIVELY RESPONDS TO CHANGES 

AGGRESSIVELY DEVELOPS MARKET WITH HIGH VOLUME GROWTH POTENTIALS 
 
 

(Hong Kong, November 16, 2004) —— Lenovo Group Limited (“Lenovo”)(stock code: 992) today 
announced its interim results for the period ended September 30, 2004.  
 
In the first half of the 2004/05 fiscal year, the Group further stepped up its strategic initiatives and 
strengthened the fundamentals of its various business segments.  The unit shipment growth of Lenovo 
PCs was consistent with market growth.  The market share of Lenovo PCs increased over the 
previous quarter during July to September, reaching about 27%.  Notebook and mobile handset 
businesses, in particular, continued their rapid growth.  During the review period, total group turnover 
was in line with that in the same period last year, amounted to approximately HK$11.533 billion.  
Profit attributable to shareholders increased 16.2% to HK$627 million. The Board of Directors has 
proposed an interim dividend of 2.4 HK cents per share. 
 
Yang Yuanqing, President and CEO of Lenovo, said, “The first half of this fiscal year had been 
critical in the activation of the Group’s strategic initiatives. All initiatives have been in satisfactory 
progresses, with continuous growth in our core and strategic new businesses and steady increase in 
market share. Steadfast in implementing our initiatives, we also responded proactively to changes in 
the market keeping in mind the principle of maintaining a healthy operation. We adjusted our product 
mix and aggressively developed market segment with high volume growth potentials.  These moves 
enabled us to triumph over our competitions and increased our market share.” 
 
During the period, the Chinese PC market maintained steady unit shipment growth with the 
government and education sectors remained as the major sources of demand.  While the demand for 
desktop computers recorded stable growth, the unit shipment of notebook computers, promoted by 
wireless connectivity access, increased rapidly.  The demand for PCs in township market also 
burgeoned.  At the same time, rapid changes occurred in the Chinese PC market. The government and 
education sectors, the two important constituents of the corporate market, have been increasingly 
reliant on competitive tendering in purchase.  In the consumer PC market, the irrational price 
competition among second-tier PC vendors and increased effort of foreign brands since the beginning 
of the year also influenced the ASPs of PCs.  Facing the changing market environment, the Group 
responded proactively while strictly pursued its strategic initiatives.  For its corporate and consumer 
IT businesses, the Group was able to better meet customer needs and control customer information 
through setting up a network comprising 108 sales zones spanning 18 regions and an integrated 
distribution model that combines channel sales and direct-to-customer sales.   
 
For consumer IT customers, the Group directed major efforts into developing market with high 
volume growth potentials. These efforts included the launching of the “Yuanmeng” PC series 
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designed for township home users and the “Xuri” notebook computer series for low-end markets.  
The Group believes it stands to benefit from the steady growth in demand of the township market.  
With the principle of maintaining a healthy operation in mind, the Group leveraged its strategic price 
advantage to successfully capture the low-end market and explore the high volume growth market.  It 
effectively minimized the impact from the aggressive moves of its competitors and increased its 
market share. Besides, to better serve its customers, Lenovo enhanced its control over outlets which 
have direct contacts with product end users. During the period, over 1,200 retail were opened and 
largely strengthened Lenovo’s penetration in the township market. 
 
For commercial customers, the Group optimized its customer portfolio, and enhanced its capabilities 
in managing business leads and targeting customers.  The proportion of quality enterprise customers 
in the Group’s customer portfolio continued to increase. Furthermore, while successfully sustaining 
its market position in the government and education sectors, Lenovo stepped up its penetration of the 
small and medium enterprise (SME) market, so as to relieving the margin decrease caused by 
purchases through competitive tendering of government and education customers.    
  
The Group’s mobile handset business reported satisfactory growth during the period with a 
year-on-year unit shipment increase of 105%, despite the competitive market environment.  While the 
profit margins of other Chinese vendors narrowed, the Group was able to maintain its gross margin at 
above 23%, from its persistence in developing proprietary products with unique features and 
implementing the “10,000-shop expansion project”.  
 
Yang Yuanqing concluded, “Looking into the second half of the fiscal year, we expect the Chinese PC 
market to continue its steady growth in a friendlier competitive environment and the market ASP of 
PCs to reduce at a slower pace.  The Group will also gradually see the initial effects of its strategic 
initiatives after half year of implementation. Our strategy to strengthen ties with customers will allow 
us to improve our capability in serving quality customers.  We also expect our efforts in cultivating 
market with high growth potentials to bear fruit.  We firmly believe that our competitiveness will 
continue to be strengthened and Lenovo will be able to bring long term stable returns to investors. At 
the same time, the management keeps exploring opportunities for development within the country as 
well as in overseas.”  
 


