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EXHIBIT 1

 
                        

 

YEAR 2008 / 1st
 
QUARTER 

RESULTS OF OPERATIONS 

OF GLOBAL SOURCES LTD. 

 

The following discussion of our financial condition and results of operations should 

be read in conjunction with the accompanying financial statements.  

 

Overview 

We are a leading business-to-business (B2B) media company and a primary 

facilitator of two-way trade with Greater China. The core business is facilitating trade from 

Greater China to the world, using a wide range of English-language media. The other key 

business segment facilitates trade from the world to Greater China using Chinese-language 

media. We provide sourcing information to volume buyers and integrated marketing services 

to suppliers. Our mission is to facilitate global trade between buyers and suppliers by 

providing the right information, at the right time, in the right format. Although our range of 

media has grown, for more than 37 years we have been in the same basic business of helping 

buyers worldwide find products and suppliers in Asia. 

 

We believe we offer the most extensive range of media and export marketing services 

in the industries we serve through our three primary channels Έ online marketplaces, 

magazines and trade shows. 

 

We were originally incorporated under the laws of Hong Kong in 1970.  In 1971, we 

launched Asian Sources, a trade magazine to serve global buyers importing products in 

volume from Asia. Realizing the importance of the Internet, we became one of the first 

providers of business to business online services by launching Asian Sources Online in 1995. 

In 1999, we changed the name of Asian Sources Online to Global Sources Online.  

   

In April 2000, we completed a share exchange with a publicly traded company based 

in Bermuda, and our shareholders became the majority shareholders of the Bermuda 

corporation. As a result of the share exchange, we became incorporated under the laws of 

Bermuda and changed our name to Global Sources Ltd.  

 

Revenue 

 

We derive revenue from three principal sources. 

 

Online Services ð Our primary service is creating and hosting marketing websites 

that present suppliersô product and company information in a consistent and easily searchable 

manner on Global Sources Online. We also derive revenue from banner advertising fees.  

 

Other Media Services ð We publish trade magazines, which consist primarily of 

product advertisements from suppliers and our independent editorial reports and product 

surveys.  Suppliers pay for advertising in our trade magazines to promote their products and 

companies. We also derive revenue from buyers that subscribe to our trade publications and 

sourcing research reports.  

 

 



   

  

We recognize revenue from our Online and Other Media Services ratably over the 

period in which the marketing website is hosted and/or the advertisement is displayed. Our 

advertising contracts do not exceed one year.  

 

Exhibitions ï trade shows and seminars - Our China Sourcing Fairs offer international 

buyers direct access to manufacturers from China and elsewhere in Asia. The first China 

Sourcing Fair was held during the fourth quarter of 2003. Subsequently, we held several 

China Sourcing Fairs events in the second and fourth quarters of 2004 to 2007 and in April 

2008. In addition, in 2007 we launched new China Sourcing Fairs events in Dubai and 

Shanghai. Future China Sourcing Fairs are scheduled to be held mainly in the second quarter 

and fourth quarter of each financial year. International IC China Conferences and Exhibitions 

were held in March 2008 in the current year and these same exhibitions were held in March 

2007 last year. We derive revenue primarily from exhibit space rentals, but also from 

advertising and sponsorship fees in show guides and other locations in and around our event 

venues. We also receive fees from attendees to attend our technical conferences held during 

the events. We recognize exhibitor services revenue at the conclusion of the related events. 

As a result, second and fourth quarter revenue is expected to be higher than the first and third 

quarter revenue. Revenue from exhibitions is likely to grow as a percentage of total revenue 

in future years as we hold more China Sourcing Fairs. 

 

 

Results of Operations 

 

The following table sets forth the results of our operations: 

 

 

 
 

Three months ended March 31, 

 2008 2007 

 (Unaudited) (Unaudited) 

Revenue:   

 Online and other media services (Note 1) .................................................   $ 33,532  $ 29,045 

 Exhibitions ..................................................................................................  5,961 4,816 

 Miscellaneous .............................................................................................  1,121 1,086 

 40,614 34,947 

Operating Expenses:   

 Sales ............................................................................................................  12,316 11,136 

 Event production ........................................................................................  1,005 613 

 Community .................................................................................................  6,043 5,273 

 General and administrative  .......................................................................  11,228 9,953 

 Online services development .....................................................................  1,479 1,286 

 Amortization of software costs ..................................................................  40 40 

Total Operating Expenses ...........................................................................  32,111 28,301 

Income from Operations .............................................................................  8,503 6,646 

Net Income ....................................................................................................     $      8,205    $      6,528 

 

 

 

 

 

 

 

 

 

 

 

 



   

  

 
Note : 1. Online and other media services consists of: 

 

 
 

Three months ended March 31, 

 2008 2007 

 (Unaudited) (Unaudited) 

  

    Online services ...........................................................................................   $ 21,930  $ 17,270 

 Print servicesééé. .................................................................................  11,602 11,775 

 $     33,532 $     29,045 

 

 

  The following table represents our revenue by geographical areas:   

 
 

Three months ended March 31, 

 2008 2007 

 (Unaudited) (Unaudited) 

 Asia .............................................................................................................  

  

 $     37,460   $    32,101  

 United States ...............................................................................................  2,792    2,453 

 Europe .........................................................................................................  81 32 

 Others..........................................................................................................  281 361 

    Total revenue. ......................................................................... ééééé  $     40,614 $   34,947 

 

 

Consolidated Results 

 

Revenue 

 

  Our Online and Other Media Services revenue grew by 15% from $29.0 million 

during the three months ended March 31, 2007 to $33.5 million during the three months 

ended March 31, 2008 resulting from a 26% growth in our Online and Other Media Services 

revenue in our China market and the growth in our Taiwan and United States markets off-set 

by decline in some of our other markets during the quarter. China represented 62% of Online 

and Other Media Services revenue during the first quarter of 2008 compared to 57% during 

the first quarter of 2007. Our Exhibitions revenue grew by 24% from $4.8 million during the 

three months ended March 31, 2007 to $6.0 million during the three months ended March 31, 

2008 resulting from a growth in our China market. Our total revenue grew by 16% to $40.6 

million during the three months ended March 31, 2008 from $34.9 million during the three 

months ended March 31, 2007. China accounted for 59% of total revenue during the three 

months ended March 31, 2008 compared to 53% of total revenue during the three months 

ended March 31, 2007. 

 

We have made substantial progress in developing our customer base in China, our 

largest market. Total revenue from China grew by 30% during the three months ended March 

31, 2008 compared to three months ended March 31, 2007 due to growth in our International 

IC China Conferences and Exhibitions and Online and Other Media Services revenue. We 

expect revenue from China as a percentage of total revenue to continue to grow and China 

overall revenue to continue to grow. 

 

Global Sourcesô mission is to connect global buyers and suppliers by providing the 

right information, at the right time, in the right format. 

 

Our key business objective is to be the preferred provider of content, services, and 

integrated marketing solutions that enable our customers to achieve a competitive advantage.   



   

  

 

 

Business Strategy 

 

Our business strategy to achieve our objectives is to serve our markets with online, 

print and trade show media that address our customersô needs at all stages of the buying 

process. 

 

Growth Strategy 
 

The Global Sources growth strategy is built around the following four key 

foundations. 

 

Market Penetration 
 

 Our existing markets offer significant opportunities for further growth. For our 

export-focused online business, we anticipate continued strong performance, especially from 

our new Global Sources Online 2.0, which we believe offers the premier search experience in 

our industry. In January 2008, we added the Six Star ranking system that provides buyers 

with third-party credit check information on all verified suppliers, plus we introduced an end-

to-end repackaging and repricing of our supplier marketing programs. As evidence of market 

acceptance, online revenue in China increased by 30% in the fourth quarter of 2007 and by 

38% in the first quarter of 2008. 

 

For our China Sourcing Fairs, our objective is to further penetrate the market by 

increasing the amount of space we rent and the average revenue per booth. We also plan to 

focus on cross-selling to clients not using our online, print and trade shows ï and achieving 

continued strong growth in China. 
 

New Product Development 
 

Our plans include increasingly specialized online marketplaces, trade shows and 

magazines. We continue to build on the outstanding success of our China Sourcing Fairs and 

have 10 new shows scheduled in 2008 in mainland China, Dubai, Hong Kong and India. 

Regarding specialization, we have established unique market positions for Fashion 

Accessories, Baby & Childrenôs Products, and Underwear & Swimwear. 
 

Expansion into Chinaôs Domestic B2B Market 
 

We intend to launch new online, trade show and/or print products for Chinaôs 

domestic market. This is a significant medium-term business opportunity where we intend to 

leverage our brands, content, sales representatives, expertise and community. 

 

We intend to further extend existing English-language verticals into the China market. 

For example, we successfully launched trade shows in Shanghai in December 2007 for 

Fashion Accessories and Baby & Childrenôs Products. Also, we soft-launched China Global 

Sources Online at www.globalsources.com.cn on November 30, 2007, initially as a free 

service, and weôre rapidly building content and traffic to gain leadership traction. 
 

Acquisitions and/or Alliances 
 

We intend to support our growth strategy through acquisitions and/or alliances 

designed to drive growth and accelerate achievement of our goals. We plan to seek 



   

  

complementary businesses, technologies or products that will help us maintain or achieve 

market-leading positions in particular niche markets. 

 

 We have a joint venture with CMP Media and an alliance with Penton Media, and 

intend to continue seeking similar opportunities where we can create significant operating 

synergies with an overseas partner by applying our resources, expertise and experience in 

Greater China. 

 

We believe that success with our objectives and growth strategy should enable Global 

Sources to achieve its financial targets. Our objective is to deliver superior shareholder 

returns.  

 

 

Operating expenses 

 

Sales. We utilize independent sales representatives employed by independent sales 

representative organizations in various countries and territories to promote our products and 

services. Under these arrangements, the sales representative organizations are entitled to 

commissions as well as marketing fees. For online and other media services the commission 

expense is recognized when the associated revenue is recognized or when the associated 

accounts receivable are paid, whichever is earlier. For exhibitions, the commission expense is 

recognized when the associated revenue is recognized upon conclusion of the event.  
 

Sales costs consist of operating costs for our sales departments and the commissions 

and marketing fees paid and incentives provided to our independent sales representative 

organizations, as well as sales support fees for processing sales contracts. These 

representative organizations sell online services, advertisements in our trade magazines and 

exhibitor services and earn a commission as a percentage of revenue generated. Sales costs 

increased from $11.1 million during the three months ended March 31, 2007 to $12.3 million 

during the three months ended March 31, 2008, an increase of 11% due mainly to increase in 

sales commission resulting from an increase in revenue, increase in sales marketing fees for 

new initiatives offset partially by an increase in first quarter of 2008 in non-cash 

compensation credit relating to share awards to sales team members under our equity 

compensation plans (Please see paragraph on ñNon-cash Compensation Expenseò). 

 

Event Production. Event production costs consist of the costs incurred for hosting the 

exhibition or trade show and seminar events. The event production costs include venue rental 

charges, booth construction costs, travel costs incurred for the event hosting and other event 

organizing costs. The event production costs are deferred and recognized as an expense when 

the related event occurs.   

 

Event production costs increased by $0.4 million from $0.6 million during the three 

months ended March 31, 2007 to $1.0 million during the three months ended March 31, 2008, 

primarily due to increase in exhibitions revenue and increase in the number of our 

International IC China Conferences and Exhibitions in first quarter of 2008 compared to the 

first quarter of 2007.  

 

Community. Community costs consist of the costs incurred for servicing our buyer 

community and for marketing our products and services to the global buyer community. 

Community costs also include costs relating to our trade magazine publishing business and 

marketing inserts business, specifically printing, paper, bulk circulation, magazine 

subscription promotions, promotions for our on-line services, customer services costs and the 

event specific promotions costs incurred for promoting the China Sourcing Fairs events and 



   

  

the technical conferences, exhibitions and seminars to the buyer community. The event 

specific promotion costs incurred for events are expensed during the event months in the year 

in which the expenses are incurred.  

 

Community costs increased from $5.3 million during the three months ended March 

31, 2007 to $6.0 million during the three months ended March 31, 2008, an increase of 13%. 

This increase was due mainly to an increase in bulk circulation costs, magazine subscription 

promotion costs, fees paid to third parties and  promotion costs for our exhibition events. 

 

General and Administrative. General and administrative costs consist mainly of 

corporate staff compensation, information technology support services, content management 

services, marketing costs, office rental, depreciation, communication and travel costs. 

General and administrative costs increased from $10.0 million during the three months ended 

March 31, 2007 to $11.2 million during the three months ended March 31, 2008, an increase 

of 12%, due mainly to the increases in fees paid to third parties, content management services 

costs, information technology services costs, payroll costs, travel costs, depreciation costs 

off-set partially by a reduction in non-cash compensation expense relating to share awards to 

team members under our equity compensation plans (Please see paragraph on ñNon-cash 

Compensation Expenseò). 

 

Online Services Development. Online services development costs consist mainly of 

payroll, office rental and depreciation costs relating to the updating and maintenance of 

Global Sources Online. Online services development costs to fund the updating and 

maintenance of our online services increased by 15% from $1.3 million during the three 

months ended March 31, 2007 to $1.5 million during the three months ended March 31, 2008 

due mainly to increases in computer equipment and software maintenance costs, internet 

communications costs and fees paid to third parties. 

 

Non-Cash Compensation Expense. We have issued share awards under several equity 

compensation plans (ECP) to both employees and team members. We also recognize non-

cash compensation expenses relating to the shares purchased by our directors under Directors 

Purchase Plan. The total non-cash compensation credit resulting from the ECP and the 

Directors Purchase Plan recorded by us and included under the respective categories of 

expenses during the three months ended March 31, 2008 was $1.6 million compared to an 

expense of $0.5 million recorded during the three months ended March 31, 2007.  The 

reduction is due mainly to re-measurement of equity compensation expense based on our 

prevailing share price and the completion of vesting of some of the past share awards, off-set 

partially by new share awards during the first quarter of year 2008. 

 

The corresponding amounts for the non-cash compensation credit/expenses are 

charged/credited to shareholdersô equity. 

 

Amortization of software costs. Amortization of software costs was $0.04 million 

during the three months ended March 31, 2008 and during the three months ended March 31, 

2007. 

 

Income From Operations. The total income from operations during the three months 

ended March 31, 2008 was $8.5 million as compared to $6.6 million during the three months 

ended March 31, 2007. The growth in total income from operations resulted mainly from 

growth in revenue off-set partially by increases in sales costs, event production costs, 

community costs, general and administrative costs and online services development costs. 

 



   

  

 Interest and dividend income.  We recorded an interest income of $1.3 million arising 

mainly from U.S. Treasury securities during the three months ended March 31, 2008 

compared to an interest income of $1.4 million during the three months ended March 31, 

2007. 

 

  Income Taxes. We and certain other subsidiaries of the group operate in the Cayman 

Islands and other jurisdictions where there are no taxes imposed on companies. Certain of our 

subsidiaries operate in Hong Kong SAR, Singapore, China and certain other jurisdictions and 

are subject to income taxes in their respective jurisdictions.  

 

 We reported a tax provision of $0.2 million during both the three months ended 

March 31, 2008 and during the three months ended March 31, 2007. 

 

Net Income. Net income was $8.2 million during the three months ended March 31, 

2008, compared to $6.5 million during the three months ended March 31, 2007. The growth 

in net income resulted mainly from growth in revenue off-set partially by increases in sales 

costs, event production costs, community costs, general and administrative costs, online 

services development costs, share of profits attributable to a minority shareholder during the 

first quarter of 2008 due to profitable performance of a subsidiary and a decline in interest 

income.  

 

Liquidity and Capital Resources 

  

We financed our activities for the three months period ended March 31, 2008 using 

cash generated from our operations. 

 

Net cash generated from operating activities was $15.7 million during the three 

months ended March 31, 2008, compared to $8.0 million cash generated from operating 

activities during the three months ended March 31, 2007. The primary source of cash from 

operating activities was collections from our customers received through our independent 

sales representative organizations.  

 

Advance payments received from customers were $96.1 million as of March 31, 2008, 

compared to $83.1 million as at December 31, 2007, improving our liquidity. A majority of 

our customers in China pay us in advance for our Online and other media services business. 

Our Exhibitions business collections generally are all advance payments. We expect the 

growth in our revenues from China to continue and we plan to launch more Exhibition events 

in the future. As a result, we expect that the advance payments received from customers to 

continue to increase in the future as our revenue increases. 

 

Receivable from sales representatives increased from $12.3 million as of March 31, 

2007 to $13.7 million as of March 31, 2008 due to growth in advance payments received 

from our customers. Though the receivable from sales representatives may decline in near 

future as the collections are transferred to our bank account, we expect the receivable from 

sales representatives to slightly increase in the long term due to expected growth in our China 

business and our Exhibitions business. All the authorized signatories to the collection 

depository bank accounts maintained by our sales representatives in China are our senior 

management staff. 

 

We continuously monitor collections from our customers and maintain an adequate 

allowance for doubtful accounts. While credit losses have historically been within our 

expectations and the allowances established, if the bad debts significantly exceed our 

provisions, additional allowances may be required in future. 



   

  

 

Net cash used in investing activities was $7.5 million during the three months ended 

March 31, 2008, resulting from the purchase of available-for-sale securities of $6.4 million, 

$0.5 million dividend payment to minority shareholder by a subsidiary and $0.6 million cash 

used for capital expenditures mainly for purchase of computers, software, office furniture, 

leasehold improvements and software development. Net cash used in investing activities 

during the three months ended March 31, 2007 was $0.6 million, resulting mainly from $0.6 

million cash used for capital expenditures mainly on office furniture, computers, softwares, 

leasehold improvements and software development.  

 

We invest our excess cash in U.S. Treasury securities and available-for-sale securities 

to generate income from interest received as well as capital gains, while the funds are held to 

support our business. The majority of the available-for-sale securities have maturities of less 

than nine months. 

 

As of March 31, 2008, U.S. Treasury securities with an original maturity of three 

months or less are presented under cash and cash equivalents. We have reclassified such 

securities as at March 31, 2007 of $106.4 million from available-for-sale securities to cash 

and cash equivalents to conform to current year presentation. 

   

Generally, we hold the securities with specified maturity dates such as Treasury Bills 

until their maturity but the securities managed by high quality institutions that do not have 

fixed maturity dates are generally sold at the end of each quarter and proceeds reinvested in 

similar securities at the beginning of the following quarter. During the three months ended 

March 31, 2008, we purchased $6.4 million available-for-sale securities using the proceeds 

from the sale of such similar securities in the fourth quarter of 2007. 

  

We do not engage in buying and selling of securities with the objective of generating 

profits on short-term differences in price.     

 

Net cash generated from financing activities was $0.9 million during the three months 

ended March 31, 2008, which represents the amount received from directors for the shares 

subscribed by them in the Directors Purchase Plan. Net cash generated from financing 

activities was $0.4 million during the three months ended March 31, 2007, which represents 

the amount received from directors for the shares subscribed by them in the Directors 

Purchase Plan. 

 

We hold a Documentary Credit facility with the Hongkong and Shanghai Banking 

Corporation Limited, for providing documentary credits to our suppliers. This facility has a 

maximum limit of approximately $0.6 million. As at March 31, 2008, the unutilized amount 

under this facility was approximately $0.5 million. Hongkong and Shanghai Banking 

Corporation Limited has also provided a guarantee on our behalf to our suppliers. As at 

March 31, 2008, such guarantee amounted to $0.003 million. 

 

We recorded a valuation allowance for the deferred tax assets of $6.3 million as at 

March 31, 2008 as it was more likely than not that they would not be realized. These deferred 

tax assets resulted from the net operating losses in some of our subsidiaries. 

 

During the first quarter of 2004, we entered into a number of license agreements for 

our exhibition events amounting to $29.7 million in payments over five years. The 

agreements are cancelable under Force Majeure conditions, and with the consent of the other 

party but may be subject to a payment penalty. As of March 31, 2008, we paid $25.8 million 

under these agreements. Subsequently, during the first quarter of 2007, we entered into a 



   

  

number of venue license agreements for our exhibition events amounting to $44.4 million in 

payments over five and a half years. The agreements are cancelable under Force Majeure 

conditions, or upon notice and payment of cancellation charges to the other party. The 

amounts paid will be expensed when the related events are held. As of March 31, 2008, we 

paid approximately $1.1 million under these agreements. 

 

We also entered into several agreements for the event specific promotion of our 

exhibition events amounting to $4.0 million, in payments over five years. As of March 31, 

2008, we paid $3.3 million under these agreements. 

 

On December 20, 2007, we announced a one for ten bonus share issue on our 

outstanding common shares. Shareholders of record on January 1, 2008 received one 

additional common share for every ten common shares held, of face value of $0.01 each. The 

bonus share issue was distributed on or about February 1, 2008. In addition, we have 

reclassified $0.042 million and $0.042 million from additional paid in capital to common 

share capital as of March 31, 2008 and December 31, 2007 respectively, in connection with 

the bonus share issue. 

  

On February 4, 2008, our board of directors has authorized a program to buyback up 

to $50 million of common shares. We intend, from time to time, as business conditions 

warrant, to purchase shares in the open market or through private transactions. The buyback 

program does not obligate us to buyback any specific number of shares and may be 

suspended or terminated at any time at managementôs discretion. The timing and amount of 

any buyback of shares will be determined by management based on its evaluation of market 

conditions and other factors. As of July 03, 2008, we have not bought back any of our shares. 

 

On May 15, 2008, we entered into a letter of intent to purchase approximately 

6,364.50 square meters (gross) of office space in a commercial building known as Shenzhen 

International Chamber of Commerce Tower in Shenzhen at a price of approximately $34.0 

million, and paid a deposit of approximately $0.2 million. Should we decide to proceed with 

the purchase, the final purchase agreement will be signed by July 2008. If we decide not to 

proceed with the purchase of the said property, the deposit will be forfeited and we have to 

pay an additional penalty of approximately $0.9 million. 

 

 On June 18, 2008, we entered into a formal sale and purchase agreement to purchase 

approximately 22,874 square feet (gross) of office space, together with 6 car parking spaces, 

in a commercial building known as Southmark in Hong Kong, for a total purchase price of 

approximately $11.9 million, and have paid a total deposit of approximately $1.8 million. 

Completion of the property purchase and payment of the balance of the purchase price, in an 

amount of approximately $10.1 million, is scheduled to occur on or before August 4, 2008. 

 

In June 2008, approval of the board of directors and the shareholders of eMedia Asia 

Ltd. were obtained for distribution of the excess cash in eMedia Asia Ltd. to shareholders of 

eMedia Asia Ltd., by way of a one-for-one issue of new shares (as share dividends) and then 

a purchase back by eMedia Asia Limited of those share dividends and a consequent reduction 

of its share capital.  

 

Pursuant thereto, eMedia Asia Ltd. plans to complete the issuance of 1,000 shares to 

its shareholders as share dividends, the subsequent purchase of those 1,000 shares (at a price 

of $5,000 per share), the distribution of the total amount of $5.0 million to its shareholders by 

way of a share purchase dividend, and the reduction of its share capital through the 

cancellation of those 1,000 purchased shares, before the end of June 2008 or else shortly 

thereafter. 



   

  

 

Upon the completion of the aforesaid capital reduction, we will be recording the 

$1.995 million paid to the minority shareholder pursuant to the above transaction as a 

reduction of the minority interest liability. 

 

We have no bank debt as at March 31, 2008. 

 

 We anticipate that our cash and securities on hand and expected positive cash-flows 

from our operations will be adequate to satisfy our working capital, capital expenditure 

requirements and cash commitments based on the current levels of our operations. 

 

Recent Accounting Pronouncements 

 

 The following recent accounting pronouncements that are applicable to us do not have 

a material effect on our results of operations and financial condition: 

 

 

(i) SFAS No. 157, ñFair Value Measurementsò (ñSFAS No. 157ò).  

 

(ii)  SFAS No. 159, ñThe Fair Value Option for Financial Assets and Financial 

Liabilities ï including an amendment of FASB Statement No. 115ò.  

 

 

We are currently evaluating whether the adoption of the following recent accounting 

pronouncements have any impact on our consolidated financial statements: 

 

 

(i) SFAS No. 160, ñAccounting and Reporting of Noncontrolling Interest in 

Consolidated Financial Statements - an amendment of ARB No.51ò. 

 

The above recent accounting pronouncements are discussed in detail below: 
 

In September 2006, the FASB issued Statement of Financial Accounting Standards 

No. 157, ñFair Value Measurementsò (ñSFAS No. 157ò). This Standard defines fair value, 

establishes a framework for measuring fair value in accordance with generally accepted 

accounting principles and expands disclosures about fair value measurements. SFAS No. 157 

is effective for fiscal years beginning after November 15, 2007. As required under SFAS No. 

157, the statement shall be applied prospectively as of the beginning of the fiscal year in 

which this Statement is initially applied, except that the Statement shall be applied 

retrospectively to certain financial instruments as of the beginning of the fiscal year in which 

this Statement is initially applied (a limited form of retrospective application). However in 

February 2008, the FASB issued FSP FAS 157-2, which delays the effective date of SFAS 

No. 157 for all nonfinancial assets and nonfinancial liabilities, except those that are 

recognized or disclosed at fair values in the financial statements on a recurring basis. This 

FSP partially defers the effective date of SFAS No. 157 to fiscal years beginning after 

November 15, 2008. We adopted SFAS No. 157 with effect from January 1, 2008, except as 

it applies to those nonfinancial assets and nonfinancial liabilities as noted in FSP FAS 157-2. 

The adoption of this accounting standard does not have any material impact on our 

consolidated financial statements. 

 

In February 2007, the FASB issued SFAS No. 159, ñThe Fair Value Option for 

Financial Assets and Financial Liabilities ï including an amendment of FASB Statement No. 

115.ò SFAS No. 159 permits entities to choose to measure many financial instruments and 



   

  

certain other items at fair value. Unrealized gains and losses on items for which the fair value 

option has been elected will be recognized in earnings at each subsequent reporting date. 

SFAS No. 159 is effective for fiscal year beginning after November 15, 2007. We adopted 

SFAS No. 159 with effect from January 1, 2008 and the adoption of this accounting standard 

does not have any material impact on our consolidated financial statements.  

 

In December 2007, the FASB issued SFAS No. 160, ñ Accounting and Reporting of 

Noncontrolling Interest in Consolidated Financial Statements - an amendment of ARB 

No.51ò. SFAS No. 160 establishes accounting and reporting requirements for ownership 

interests in subsidiaries held by parties other than parent, the amount of consolidated net 

income attributable to the parent and to the non-controlling interest. SFAS No. 160 is 

effective for fiscal year beginning after December 15, 2008. We are currently evaluating 

whether the adoption of SFAS No. 160 has any impact on our consolidated financial 

statements. 

 

Qualitative and Quantitative Disclosures about Market Risk 

 

We operate internationally and foreign exchange rate fluctuations may have a material 

impact on our results of operations.  Historically, currency fluctuations have been minimal on 

a year to year basis in the currencies of the countries where we have operations.  As a result, 

foreign exchange gains or losses in revenue and accounts receivable have been offset by 

corresponding foreign exchange losses or gains arising from expenses.  However, during the 

Asian economic crisis of 1997 to 1998, both advertising sales and the value of Asian 

currencies declined, which caused a significant decline in revenue that was not fully offset by 

lower expense levels in Asian operations. 

 

This decline in revenue occurred due to contracts being denominated and priced in 

foreign currencies prior to devaluations in Asian currencies.  The conversion of these contract 

proceeds to U.S. dollars resulted in losses and reflects the foreign exchange risk assumed by 

us between contract signing and the conversion of cash into U.S. dollars. The following table 

summarizes our foreign currency Accounts Receivable and provides the information in U.S. 

Dollar equivalent: 

 
 
 As of March 31, 2008 (in U.S. Dollars Thousands)  As of December 31, 2007 (in U.S. Dollars Thousands) 

 Expected maturity dates    Expected maturity dates   

Currency Within  1 year Thereafter Total Fair value  2007 Thereafter Total Fair value 

          

HKD 1,612  - 1,612  1,612   1,549  - 1,549  1,549  

CNY 2,231  - 2,231  2,231   2,918  - 2,918  2,918  

TWD 713  - 713  713   774  - 774  774  

JPY 105  - 105  105   160  - 160  160  

 4,661  - 4,661  4,661   5,401  - 5,401  5,401  

 

We believe this risk is mitigated because historically a majority (ranging between 

98% to 99%) of our revenue is denominated in U.S. Dollars or is received in the Hong Kong 

Dollar which is currently pegged to the U.S. Dollar, the Chinese Renminbi, which historically 

remained relatively stable but slightly strengthened recently against the U.S. Dollar and the 

New Taiwan Dollar which is relatively stable against U.S. Dollar.  Correspondingly, a 

majority (approximately 60% to 80%) of our expenses are denominated in Asian currencies. 

To the extent significant currency fluctuations occur in the New Taiwan Dollar, the Chinese 

Renminbi or other Asian currencies, or if the Hong Kong Dollar is no longer pegged to the 

U.S. Dollar, our revenue and expenses will fluctuate and our profits will be affected. 

 



   

  

During the three months ended March 31, 2008 and the three months ended March 31, 

2007, we have not engaged in foreign currency hedging activities. 

 

In the three months ended March 31, 2008 and the three months ended March 31, 

2007, we derived more than 90% of our revenue from customers in the Asia-Pacific region.  

We expect that a majority of our future revenue will continue to be generated from customers 

in this region. Future political or economic instability in the Asia-Pacific region could 

negatively impact our business. 

Forward-looking Statements Disclaimer  
 

Except for any historical information contained herein, the matters discussed in this 

report contain certain ñforward-looking statementsò within the meaning of the Private 

Securities Litigation Reform Act of 1995 with respect to our financial condition, results of 

operations and business. These statements relate to analyses and other information which are 

based on forecasts of future results and estimates of amounts not yet determinable. These 

statements also relate to our future prospects, developments and business strategies. These 

forward-looking statements are identified by their use of terms and phrases such as 

ñanticipate,ò ñbelieve,ò ñcould,ò ñestimate,ò ñexpect,ò ñintend,ò ñmay,ò ñproject,ò ñplan,ò 

ñpredict,ò ñstrategy,ò ñforecast,ò ñwillò and similar terms and phrases, including references to 

assumptions.  

 

These forward-looking statements include current trend information, projections for 

deliveries, business growth strategies and plans, projected capital expenditure, expansion 

plans and liquidity. These forward looking statements involve risks and uncertainties that 

may cause our actual future activities and results of operations to be materially different from 

those suggested or described in this report on Form 6-K. These risks include but are not 

limited to: product demand; customer satisfaction and quality issues; labor disputes; 

competition, changes in technology and the marketplace; our ability to achieve and execute 

internal business plans; the success of our business partnerships and alliances; worldwide 

political instability and economic growth; changes in regulatory and tax legislation in the 

countries in which we operate; and the impact of any weakness in the currencies in Asia in 

which we operate. 

 

In addition to the foregoing factors, certain other risks and uncertainties, which could 

cause actual results to differ materially from those expected, estimated or projected can be 

found in the section ñRisk Factorsò in our Annual Report on Form 20-F filed with the United 

States Securities and Exchange Commission. 

 

If one or more of these risks or uncertainties materializes, or if underlying 

assumptions prove incorrect, our actual results may vary materially from those expected, 

estimated or projected. Given these uncertainties, users of the information included in this 

report on Form 6-K, including investors and prospective investors, are cautioned not to place 

undue reliance on such forward-looking statements. We do not intend to update the forward-

looking statements included in this report. 
 

 

 

 

 

 

 

 

 



   

  

                                                                                                
EXHIBIT 2

 
 

 
GLOBAL SO URCES LTD. AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS  

(In U.S. Dollars Thousands, Except Number of Shares and Per Share Data) 

 

 
  At  

March 31 

 At  

December 31 

  2008  2007 

  (Unaudited)   

ASSETS     

Current Assets:     

   Cash and cash equivalents .....................................................................................  $         206,957  $        197,825  

   Available-for-sale securities...................................................................................  6,431  - 

   Accounts receivable, net.........................................................................................  5,714  6,665 

   Receivables from sales representatives..................................................................  13,711  12,303 

   Inventory ééé....................................................................................................  957  1,108 

   Prepaid expenses and other current assets..............................................................  22,734  15,333 

   Deferred tax assets..................................................................................................  46  46 

         Total Current Assets.......................................................................................  256,550  233,280 

     

Property and equipment, net......................................................................................  35,085  35,352 

Long term investments ..............................................................................................  100  100 

Bonds held to maturity, at amortized cost ...............é.............................................  100  99 

Deferred tax assets ï long term............. ...............é................................................  196  196 

Other assets.................................................................................................................  3,119  2,781 

         Total Assets......................................................................................................  $        295,150  $        271,808 

     

LIABILITIES AND SHAREHOLDERSô EQUITY     

Current Liabilities:      

   Accounts payable....................................................................................................  $             6,018  $            5,577 

   Deferred income and customer prepayments.........................................................  90,285  78,141 

   Accrued liabilities...................................................................................................  13,812  12,546 

   Income taxes payable.........................................................é..é..........................  850  694 

         Total Current Liabilities................................................................................  110,965  96,958 

Deferred income and customer prepayments ï long termééééééééé.  5,820  4,934 

Deferred tax liability ................................................................é........................  294  283 

         Total Liabilities................................................................................................  117,079  102,175 

     

Minority interest ééééééééééééé.ééééééééééé..  5,567  4,940 
     

Shareholdersô equity:     

   Common shares, US$0.01 par value; 75,000,000 shares authorized;     

   46,702,092 (2007: 46,572,092) shares issued and outstanding....ééé........é.  467  466 

Additional paid in capital ééé..........................................................................  133,295  133,987 

Retained earningsé..éé................................................................................é  37,034  28,829 

Accumulated other comprehensive income é..........éé...............................é  1,708  1,411 

         Total Shareholdersô Equity............................................................................  172,504  164,693 

         Total Liabilities and Shareholdersô Equity..................................................  $        295,150  $        271,808 

 

 

 

 

 



   

  

GLOBAL SOURCES LTD. AND SUBSIDIARIES  

CONSOLIDATED STATEMENTS OF INCOME  

(In U.S. Dollars Thousands, Except Number of Shares and Per Share Data) 

 
 

Three months ended March 31, 

 2008 2007 

 (Unaudited) (Unaudited) 

Revenue:   

 Online and other media services (Note 1) .................................................   $ 33,532  $ 29,045 

 Exhibitions ..................................................................................................  5,961 4,816 

 Miscellaneous .............................................................................................  1,121 1,086 

 40,614 34,947 

Operating Expenses:   

 Sales (Note 2) .............................................................................................  12,316 11,136 

 Event production ........................................................................................  1,005 613 

 Community (Note 2) ..................................................................................  6,043 5,273 

 General and administrative (Note 2) ..........................................................  11,228 9,953 

 Online services development (Note 2) ......................................................  1,479 1,286 

 Amortization of software costs ..................................................................  . 40 40 

Total Operating Expenses ...........................................................................  32,111 28,301 

Income from Operations .............................................................................  8,503 6,646 

 Interest and dividend income .....................................................................  1,297 1,392 

 Foreign exchange gains (losses), net .........................................................  (256) (274) 

Income before Income Taxes ......................................................................  9,544 7,764 

Income Tax Expense ....................................................................................  (233) (219) 

Net Income before Minority Interest .........................................................     $      9,311    $      7,545 

Minority interest  ............................................................................................            (1,106)           (1,017) 

Net Income ....................................................................................................     $      8,205 $      6,528 

Basic net income per common share..éé...............................................    $        0.18    $        0.14 

Diluted net income per common share.......................................................    $        0.17    $        0.14 

Common shares used in basic net income per common share 

calculationsééééééééééééééééééééééé...   45,370,391 44,935,549 

Common shares used in diluted net income per common share 

calculationséééééééééééé.ééééééééééé..   45,441,544   45,047,140 

Basic net income per non-vested restricted shareééééééééé    $        0.18    $        0.14 

Diluted net income per non-vested restricted share.................................    $        0.17    $        0.14 

Non-vested restricted shares used in basic net income per non-vested 

restricted share calculationséééé...éééééééééééé 1,247,923 1,589,756 

Non-vested restricted shares used in diluted net income per non-

vested restricted share calculationséééééééééééééé 1,884,369 1,600,003 

 

 
Note : 1. Online and other media services consists of: 

 

 

 
 

Thr ee months ended March 31, 

 2008 2007 

 (Unaudited) (Unaudited) 

  

    Online services ...........................................................................................   $ 21,930  $ 17,270 

 Print servicesééé. .................................................................................  11,602 11,775 

 $     33,532 $     29,045 

 

 

 

 

 

 



   

  

Note : 2. Non-cash compensation expenses associated with the employee equity compensation plans and Directors Purchase 

Plan included under various categories of expenses are as follows:   

   

 

 
 

Three months ended March 31, 

 2008 2007 

 (Unaudited) (Unaudited) 

 Sales ............................................................................................................  

  

 $     (1,393)   $        (133)  

 Community .................................................................................................  15   85 

 General administrative ...............................................................................  (247) 509 

 Online services development .....................................................................  48 62 

  $      (1,577) $         523 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 



   

  

                         GLOBAL SOURCES LTD. AND SUBSIDIARIES  

CONSOLIDATED STATEMENTS OF CASH FLOWS  

(In U.S. Dollars Thousands, Except Number of Shares and Per Share Data) 
 

  Three months ended March 31, 

  2008  2007 

  (Unaudited)  (Unaudited) 

Cash flows from operating activities:     

    Net income ééé...........................................................é......é.................  $            8,205  $            6,528 

Adjustments to reconcile net income to net cash provided by      

 operating activities 

    

    Depreciation and amortization é.........................................é...................  1,269  1,072 

    Accretion of U.S. Treasury strips zero % coupons ................é....................  (1)  (4) 

    Provision for doubtful debts (written back)éééééééééééé...             (64)  100 

    Non-cash compensation expense (credit)ééééééééé..................  (1,577)  523 

    Income attributable to minority shareholder éééééééé.................  1,106  1,017 

    Equipment written offééééééééééééééééé................  -  4 

    Exchange rate realignment............................ éééééééé.................  (123)  - 

  8,815  9,240 

    Changes in assets and liabilities:     

    Accounts receivables...............................................................é....................  1,015  (14) 

    Receivables from sales representatives.......................éééé....................  (1,404)  (4,095) 

    Inventory ééé................................................................éé.....................  151  (123) 

    Prepaid expenses and other current assets..............................é.....................  (7,377)  (5,939) 

    Long term assets.......................................................................é...................  (333)  (1,051) 

    Accounts payable.....................................................................é....................  407  (254) 

    Accrued liabilities and liabilities for incentive and bonus plans........é........  1,231  (2,260) 

    Deferred income and customer prepayments..........................é....................  13,021  12,309 

    Tax liability .............................................................................é....................  142  143 

         Net cash provided by operating activities....é.éééééééé....  15,668  7,956 

     

Cash flows from investing activities:     

    Purchase of property and equipment......................................é.....................  (569)  (592) 

    Purchase of available-for-sale securitiesé.éééééééééééé...  (6,467)  - 

    Proceeds from sale of available-for-sale securitiesé..éééééééé..  -  7 

    Payment of dividend to minority shareholder by a subsidiaryééééé..  (479)  - 

         Net cash used in investing activities.................................................é..  (7,515)  (585) 

     

Cash flows from financing activities:     

    Amount received towards directors purchase plan ..............é..é................  886  422 

         Net cash generated from financing activities.éééé........ééé...  886  422 

     

Effect of exchange rate changes on cash equivalents..éééé.......................  93  - 

Net increase in cash and cash equivalents éééé..éééé.......................  9,039  7,793 

Cash and cash equivalents, beginning of the period ...................é.........éé..  197,825  135,093 

Cash and cash equivalents, end of the period .......................é.................é  $        206,957  $        142,886 

     

Supplemental cash flow disclosures:     

    Income tax paid........................................................................é....................  $                66  $                76 

 
 

 

 

 

 

 

 

 

 


