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global~sources EXHIBIT 1

YEAR 2003/ 3" QUARTER
RESUL TS OF OPERATIONS
OF GLOBAL SOURCESLTD.

The following discussion of our financial condition and results of operations should
be read in conjunction with the accompanying financial statements.

Background

We ae a leading fadilitator of globd merchandise trade between buyers and suppliers.
Our busness began in 1971 in Hong Kong when we launched Asian Sources, a trade
magazine to serve globa buyers importing products in volume from Asa Today, we are one
of Agas leading providers of trade information in print, onling on CD-ROM and face-to-
face, meeting the marketing and sourcing needs of our supplier and buyer community.

While our core busness fadlitates imports from Ada we dso fadlitate trade in the
oppogte direction. In 1985, we launched Electronics News for China for this purpose, and
today we have severd publications, ther associated web stes, leading events and conferences
that provide information to hightech desgn engineers and manufacturers in China and
throughout in Asa

Redizing the importance of e-commerce, we commercidly reessed the firgd verson
of Global Sources Transact software in 1991. We then became one of the fird busnessto-
busness online sarvices by launching Asian Sources Online in 1995. In 1999, we changed
the name of Asian Sources Onlineto Global Sources Online.

Globd Sources products and sarvices dlow internationd buyers to identify suppliers
and products, and encble suppliers to market their products to a large number of buyers. Our
misson is to creste and fadlitate globd trade between buyers and suppliers by providing the
right information, at the right time, in the right format.

Buyers purchase goods from suppliers who maket themselves through our online
marketplaces, trade magazines, and CD-ROMs, as wel as our conferences and exhibitions.
We provide information that helps buyers evduate numerous sourcing options. This incresses
the likdihood that they can place orders with suppiers that offer them the best terms,
conditions and capabilities.

We hdp suppliers market their products and ther cgpabilities to our community of
buyers worldwide. By recaiving inquiries from a wide sdection of buyers, suppliers have
more opportunity to achieve the best posshle terms, and to learn which markets have the
highet demand and ae the mogst suitéble To support ther export marketing needs we
provide suppli's with a contet deandng, normdizing, raiondiziing and segmenting
srvice.

We were origindly incorporated under the laws of Hong Kong in 1970. We
completed a share exchange with a publidy traded company based in Bermuda in financd
yer 2000, and our shareholders became the mgority 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 Globa Sources Ltd. in financid year 2000.



Overview
We derive revenue from two principd activities.

Online services — Our primary sarvice is cregting and hosting marketing websites
that present suppliers products and company information in a conddent and eedly
searchable manner on Global Sources Online  We dso derive revenue from banner
advertisng fees  We ratably recognize the fees we receve to digplay a supplier's
advertisement or company data over the contractud term, which is generdly sx to tweve
months

Other media services — We publish trade magazines, which congs primaily of
product advertisements from suppliers and our independent editorid reports and  product
aurveys.  We publish our core trade magazines monthly, and a host of specidized magazines
seasondly. Suppliers pay for advertisng in our trade megazines to promote their products
and companies. We dso derive revenue from buyers that subscribe to our trade publications.
We dso offer CD-ROM versions of the content on Global Sources Online We recognize
revenue ratably over the period during which the advertisement is displayed, generdly not
exceeding one year. We dso hogt exhibitions and recognize the revenue for these exhibitions
at the conclusion of these events.

Our sdes cods condg of the commissons and marketing fees we pay to our independent
representatives, as well as support fees for processing sdes cortracts and incentive payments.
These representatives el online sarvices and advertisements in our trade magazines and earn
acommission as a percentage of the revenue generated.



Results of Operations

The following table sets forth the results of our operations

Three months ended Nine months ended
September 30 September 30
2003 2002 2003 2002
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Revenues.
ONIINESEIVICES ...t $ 13277 $ 13,010 $ 38,300 $ 38661
Other MediasSaVICES ... e 9,565 9,119 27,221 26,144
MISCEIANEOUS ...ttt 152 157 509 ar
22,994 22,286 66,030 65,282
Operating Expenses:
SAES .o e 7,727 7,572 22,155 22233
COMIMUINITY ©.ooviieiceeiere e esees 2,898 3,072 8,681 9,364
Generd and adMINISTAIVE ... 7,041 7,270 21,264 21,382
Online services development............. e 1,256 1,400 3,887 4,085
Non-cash compensation EXPENSE ..............eveeervevernenss 21 651 1,213 1,999
Amortization of intangibles/Software development cogt.. 1,484 983 3,533 2,715
Total Operating EXPENSES .....c.cvevirinecirreresiesesie s 20,827 20,948 60,733 61,778
Incomefrom Operations..........cennneennessssenenns 2,167 1,338 5,297 3,504
NEL INCOME ...t es $ 2,081 $ 1,042 $ 5,149 $ 3,026
Incomefrom operations:
ONlNESENVICES ..o e s 1,415 1,550 3,954 4,890
Other mediaServiCes .......ovveeiiiiieii 604 (299) 885 (1,617)
Miscellaneous 148 87 458 231
Consolidated ........ovveieeiiie i $ 2,167 $ 1,338 $ 5,297 $ 3,504
The following table represents our revenue by geographica arees
Threemonthsended Nine months ended
September 30 September 30
2003 2002 2003 2002
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
N - $ 21,372 $ 20,868 $ 61,179 $ 61,073
United StateS ... ovvveiie e 1,436 1,188 4,194 3,464
BUNODE ..t e 92 98 43 34
Others ... e 94 132 314 391
TOtaAl FEVENUE ...t et e $ 2299 $ 22286 $ 66,030 $ 65282




Consolidated results
Revenues

Our tota revenues grew by 3% to $230 million during the three months ended
September 30, 2003 from $22.3 million during the three months ended September 30, 2002.
Our online savices revenue grewv from $130 million duing the three months ended
September 30, 2002 to $13.3 million during the three months ended September 30, 2003, a
gonth of 2%. Our cother media services revenue grew from $9.1 million during the three
months ended September 30, 2002 to $9.6 million during the three months ended September
30, 2003, a growth of 5%.

Totd revenues grew to $66.0 million during the nine months eded September 30,
2003 from $65.3 million during nine months ended September 30, 2002, a growth of 1%. Our
online sarvices revenue dedined margindly by $04 million or 1% to $383 million during
the nine months ended September 30, 2003, as compared with $38.7 million during the nine
months ended September 30, 2002. Revenue from our other media services grew by $1.1
million or 4% to $27.2 million during the nine months ended September 30, 2003 as
compared with $26.1 million during the nine months ended Seember 30, 2002.

Globd Sources has made subdantid progress in deveoping its customer base in
China as manufacturing and invesment moves into China, which has offsst much of the
dedine in other markets. Revenues from China grew by 22% during the three months ended
September 30, 2003 compared to the three months ended September 30, 2002 making China
the Company's largest market. China accounts for 44% of totd revenues for the three months
ended September 30, 2003.

Our god is to be the leading cregtor and fadilitator of globd merchandise trade. Our
drategiesto achieve and maintain thisgod are asfollows

Our primary drategy is to expand in China by fadlitaing twoway trade. As
manufecturers in the rest of Ada adgpt to the seismic shifts being caused by China's growth,
we have anticipated the needs of buyers and suppliers, and have developed the expertise to
address them. For example, our online sourcing cgpabilities provide buyers with unrivaled
access to the Chinese export manufacturing powerhouse. We dso serve the importing needs
of Chinds highttech manufacturers with severa publications and associated Websites, such
as our popular Electronic Engineering Times.

We launched a new line of budness the China Sourcing Fars.  This will offer
international buyers direct access to China and other Asan manufacturers.  The firgt fair will
be hdd during the fourth quarter of 2003. Future fairs will be hdd manly in the second
quater and fourth quarter of each financid year. We will recognize exhibitor services
revenue when the related event occurs.

The other key drategy is to improve the peneration of our services in al of our
makets. This indudes increesing the adoption and functiondity of our dectronic catdog
lutions and expanding our business sarving Adas high-tech manufacturers located outside
China

The objective is to deadily increese the usage of our print and online solutions by
bringing together a criticd mass of buyers and supplie's By doing this we bdieve our
sarvices will inherently creste vaue for those users. Then, each new buyer incresses the vadue



to suppliers, and likewise, eech new supplier gives buyes more choices Thus as our
community grows, so does our leedership postion.

Operating expenses

Sales. The Company utilizes sdes representatives in various territories to promote the
Company’s products and services. Under these arangements, the sdes representatives are
entitted to commissons as wel as maketing fees Commissons expense is recorded when
the asociated revenue is recognized or when the associated accounts receivéble are pad,
whichever is earlier, and isincluded in saes expenses.

The sdes representatives, which are mainly corporate entities handle collections from
dients on behdf of the Company. Included in receivables from sdes representdives are
amounts collected on behdf of the Company as wel as cash advances made to the sdes
representatives. As of June 30, 2002, the board of directors of two of these sdes
representative companies induded a director nomineted by the Company to monitor the
receivables collected from our clients by these rdated paty sdes representatives, and to
monitor any changes to the authorized dgnaories of the depodtory bank accounts  The
nominated directors were employess of the Company. The Company and the nominated
directors did not have any interest in the share capitd of the sdes representatives companies.
However as of September 30, 2003 and September 30, 2002, we did not have any nominated
directors on the board of directors of any of our sales representative companies.

Sdes codts condds of the commissons and maketing fees pad and incentives
provided to our independent sdes representatives and sdes support costs  Sdes codts
increesad from $7.6 million during the three months ended September 30, 2002 to $7.7
million during the three months ended September 30, 2003, an increase of 1% due manly to
an increase in revenue in the third quarter of 2003.

Sdes cods remained a $22.2 million during the nine months ended September 30,
2003 and the nine months ended September 30, 2002.

Community. During the third quarter of 2003, we restructured our circulaion function
to enhance its scope and renamed it as Community development. Certain items of cods for
the firg haf of 2003 and prior periods have been regrouped from Generd and Adminidrative
costs to Community costs to conform to current quarter presentation.

Community costs condst of the costs incurred for servichg our buyer community and
for maketing our solutions to the globd buyer community. The community codts dso
includes cods rdaing to our trade magazine publishing busness, specificdly printing, paper,
bulk drculation, subscription promotions and  cstomer  services cods. Community  costs
dedined from $3.1 million during the three months ended September 30, 2002 to $2.9 million
during the three months ended September 30, 2003, a decline of 6%. This dedine was due
mainly to adedinein payroll costsand rental costs of premises.

Community cods dedined from $94 million duing the nine months ended
September 30, 2002 to $8.7 million during the nine months ended September 30, 2003, a
decline of 7% due manly to a dedine in printing charges, payroll costs and renta costs of
premises.

General and Adminigtrative. Generd and adminigraive costs condst mainly of
corporate daff compensation, information technology support services, content management



sarvices maketing cods, office renta, deprecigtion, communicetion and travd cods
Gened and adminigrative costs dedlined from $7.3 million during the three months ended
September 30, 2002 to $7.0 million during the three months ended September 30, 2003, a
decline of 4%, due manly to a dedine in information technology support services costs and
fees paid to consultants.

Gengd and adminidrative cogs dedined margindly from $214 million during the
nine months ended September 30, 2002 to $21.3 million during the nine months ended
September 3, 2003, due to a decline in informeation technology support services cods.

Online Services Development. Online sarvices development costs condst mainly of
payroll, office rentd and depreciation cods rdding to the enhancements of Global Sources
Online.  Online sarvices deveopment codts to fund the expanson of our online services
dedined from $14 million during the three months ended September 30, 2002 to $1.3 million
during the three months ended September 30, 2003, a dedine of 7% due manly to a
reduction in depreciation codts.

Online sarvices devdopment coss to fund the expanson of our online services
dedined from $4.1 million duing the nine months ended September 30, 2002 to $3.9 million
during the nine months ended September 30, 2003, a dedline of 5%. This dedine resulted
mainly from a decline in depreciation costs and rental cost of premises.

Non-Cash Compensation Expenses. The Company has issued share awards under
svad equity compensation plans (ECP) to both employees and team members. The totd
noncash compensation expense, resulting from the ECP, recorded by the Company during
the three months and the nine months ended September 30, 2003 were $0.4 million and $1.2
million repectivdy compared to $0.7 million and $20 million recorded during the three
months and the nine months ended September 30, 2002 respectivdly. This dedine was a
reullt of the early shares awards that were fully vested in April 2003. The corresponding
amounts for the non-cash compensation expenses are credited to Shareholders equity.

Other Non-Cash Expenses. Other non-cash expenses condst of amortization of
software development codts.

Other nornrcash expenses during the three months ended September 30, 2003, were
$1.5 million, compared to $1.0 millionfor the three months ended September 30, 2002.

Other noncash expenses during the nine months ended September 30, 2003 were $3.5
million, compared to $2.7 million for the nine months ended September 30, 2002.

Income From Operations. The totd income from operations during the three months
ended September 30, 2003 was $2.2 million as compared to $1.3 million during the three
months ended September 30, 2002, The increase in totd income from operations resulted
manly from the increese in revenue, declines in community cods generd and adminidrative
cods, online services deveopment cods and noncash compensation expenses,  Off-set
patialy by increases in sdes cods and amortization of software development coss  Income
from operations for online savices dedined to $1.4 million during the three months ended
September 30, 2003 from $1.6 million for the three months ended September 30, 2002, a
dedine of 13%. The decline was manly attributable to increese in amortization of software
development cost off-set partidly by growth in online services revenue,



The totd income from operaions during the nine months ended September 30, 2003
was $6.3 million compaed to $35 million during the nine months ended September 30,
2002. The improvement was manly due to growth in revenue dedines in sdes cods
community costs generd and adminigrative costs, online services deveopment costs and
noncash compensation expenses, off-sat partidly by an increase in amortiztion of software
devdopment cogs  Income from operaions for online services declined from $4.9 million
during the nine months ended September 30, 2002 to $4.0 million during the nine months
ended September 30, 2003, a dedine of 18%. The dedine resulted mainly from increese in
amortization of software development cost and declinein online services revenue.

Income Taxes. The company and certan of its subgdiaries operae in the Cayman
Idands and other jurisdictions where there are no taxes imposed on companies.  Certain of
the Company's subddiaries operate in Hong Kong and Singagpore and are subject to income
taxes in ther regpective jurisdictions.  Also, the Company is subject to withholding taxes for
revenues earned in certain other countries,

We reported a tax provison of $0.1 million during the three months ended September
30, 2003 and the three months ended September 30, 2002.

We reported a tax provison of $0.3 million during the nine months ended September
30, 2003 and $0.6 million during the nine months ended September 30, 2002

Net Income. Net income was $2.1 million during the three months ended September
30, 2003, compared to a net income of $1.0 million during the three months ended September
30, 2002. This growth resulted manly from the increese in revenue, dedines in community
cods, generd and adminidraive cods online sarvices development coss and  non-cash
compensation expenses and increese in foreign exchange gain, off-set partialy by increases
in sdes cods, amortization of software development costs and the current quarter share of
profits atributable to a minority shareholder due to profitable performance of a subsidiary.

Net income wes $51 million duing the nine months ended September 30, 2003,
compared to a net income of $3.0 million during the nine months ended September 30, 2002.
The improvement was manly due to growth in revenue, dedlines in sdes cods community
cods, gened and adminidrative cods online sarvices deveopment cods,  nortcash
compensation expenses, income taxes and increases in interest income and foreign exchange
gan, off-set partidly by incresses in amortization of software devdlopment codts, the share of
profits atributable to a minority shareholder during nine months ended September 30, 2003
due to profitable performance of asubsdiary.

Liquidity and Capital Resour ces

We financed our activities for nine months ended September 30, 2003 using cash
generated from our operations.

Net cash geneded from operaing activities wes $184 million during the nine
months ended September 30, 2003 compared to $154 million cash generated from operaing
activities during the nine months ended September 30, 2002. The primary source of cash
from operating activiies was collections from our customers received through our
independent sales representatives.

Net cash used for inveding adtivities wes $1.5 million during the nine months ended
September 30, 2003, which was used principdly for cgpitd expenditures for computers,



softwares, software development, leasehold improvements and a motor vehicle.  Net cash
used for investing activities during nine months ended September 30, 2002 was $3.0 million,
which was used principaly for cepitd expenditure for computers softwares, software
development and leasehold improvements.

Net cash generded from finencing activities wes $0.03 million during the nine
months ended September 30, 2003, which represents the amount received from directors for
the shares subscribed by them in the directors stock purchese plan. Net cash used for
finencing activities was $0.05 million during nine months ended September 30, 2002, which
represents amount received from directors for the shares subscribed by them in the directors
stock purchase plan.

We have an exiding credit fadlity with Bank of Bemuda (I9e of Man) Limited,
which may be drawn in tranches of a minimum of U.S. $1.0 million. The lender may request
that we secure our borrowings under the credit facility. The credit facility bears interest,
payable quaterly in arears, a the London Inter-Bank Market Rate plus 0.5%. The credit
faclity can be used for investments, working capitd and generd corporate purposes. Our
principd shareholder, Hung Lay S Co. Ltd, has guaranteed dl of the obligations under the
credit facility. On March 7, 2003, the credit facility was renewed for $10.0 million, for one
year subject to the same terms and conditions as gpplicable to the origind facility. We did
not drawv on that credit fadlity during the nine months ended September 30, 2003, and we
have no kank debt as a September 30, 2003.

We continuoudy monitor collections from our cusomers and mantan an adequate
dlowance for doubtful accounts. While credit losses have hidoricdly been within our
expectations and the dlowances edablished, if the bed debts Sgnificantly exceed our
provisons, additiond alowances may be required.

Advance payments received from customers were $25.9 million as of September 30,
2003, compared to $183 million as a December 31, 2002, improving our liquidity. We
anticipate that cash on hand, and cash generated from operations will be adequate to satisfy
our working capitd, capitd expenditure requirements and cash commitments based on the
current levels of our operations. We can dso draw from the credit facility mentioned above
as and when required.

Recent Accounting Pronouncements

In June 2001, FASB issued SFAS No. 143, “Accounting for Assst Retirement
Obligations” This datement addresses financia accounting and  reporting for  obligations
asociaed with the retirement of tangible long-lived assets and the associated asset retirement
cods. The purpose of this datement is to develop condstent accounting for asset retirement
obligations and rdated codts in the financid datements and provides more information about
future cash outflows, leverage and liquidity regarding retirement obligations and the gross
investment in long-lived assets  We adopted SFAS No. 143 effective January 1, 2003 and
believe that the adoption of this dandard did not have a materid impact on the Company’s
financid satements of position, results of operaions, or cash flows.

In December 2002, FASB issued SFAS No. 148, “Accounting for Stock-Based
Compensation — Trangtion and Discdlosure” which requires additiond disclosures in interim
and anud financid datements about the method of accounting for stock-based employee
compensation and the effect of the method used on reported results  The disclosure
provisons of SFAS No. 148 are effective for fiscal years ending after December 15, 2002.



In January 2003, FASB issued FIN No. 46, “Consolidation of Vaiade Interest
Entities’. FIN 46 requires a bendficary to consolidate a varigble interest entity if its is the
primary bendficay of tha entity. The primary beneficiary is defined as having a vaiade
interest in a variable interest entity that will absorb a mgority of the entity’s expected losses
if they occur, recelves a mgority of the entity’s expected resdud returns if they occur, or
both. Pursuant to the deferrd of the implementaion date of FIN 46, the Company mus
complete its evaudion of variadle interest entities that existed prior to February 1, 2003, and
the consolidetion of those of which the Company is the primary beneficiary for financid
datement issued for the first period ending after December 15, 2003. We are 4ill in the
process of determining the full impact, if any, the adoption of FIN 46 will have on the
Company’sfinancid statements of pogtion, results of operations, or cash flows.

Qualitative and Quantitative Disclosuresabout Market Risk

We operate internationdly and foreign exchange rate fluctuaions may have a maerid
impect on our results of operations  Higoricdly, currency fluctuetions have been minima on
a year to year bads in the curencies of the countries where we have operations.  As a result,
foreign exchange gans or losses in revenues and accounts receiveble have been offsat by
corresponding foreign exchange losses or gains arisng from expenses.  However, during the
Asan ecoromic criss of 1997 to 1998, both advetisng sdes and the vdue of Adan
currencies declined, which caused a ggnificant dedine in revenues that was not fully offset
by lower expense levelsin Asan operdions.

This dedline in revenues occurred due to contracts being denominated and priced in
foreign currencies prior to devaudions in Adan currencies. The converson of these contract
proceeds to U.S. dallars resulted in losses and reflects the foreign exchange risk assumed by
us between contract sgning and the converson of cash into U.S. dollars. We bdieve this risk
is mitigated because higtoricdly a mgority (ranging between 55% to 60%) of our revenues
are denominated in U.S. dollars or are received in the Hong Kong currency which is currently
pegoed to the U.S. dallar.  Correspondingly, a mgority (goproximately 85%) of our expenses
ae denominated in Adan currencies.  To the extent dgnificant currency fluctuations occur in
the New Tawan dollar, the Chinese Renminbi or other Asan currencies, or if the Hong Kong
dollar is no longer pegged to the U.S. dollar, our revenues and expenses fluctuate in tandem
thus reducing the net impact on our profits.

During the nine months ended September 30, 2003 and the nine months ended
September 30, 2002, we have not engaged in foreign currency hedging activities.

In the fird nine months of 2003 and the firg nine months of 2002, the Company
derived more than 90% of its revenue from cugtomers in the Asa-Pecific region. The
Company expects that a mgority of its future revenue will continue to be generated from
cusgomers in this region. Future politicd or economic indability in the Ada-Pecific region
could negetively impect the business.

Forward-looking Statements Disclaimer

Except for any higtorica information contained herein, the matters discussed in this
report contan cetan “forwardlooking dSatements’ within the meaning of the Privae
Securities Litigation Reform Act of 1995 with respect to our financid condition, results of
operations and busness These datements rdae to andyses and other information which are
based on forecasts of future results and esimaes of amounts not yet determingble.  These
datements aso relate to our future prospects, developments and business drategies  These



forwardlooking daements ae identified by ther use of tems and phrases such as
113 a“tid FHe’H [{] mie/e’ﬂ 1] CQJI d," 113 ai mae,!'l 113 a(m,n 113 ir]te,]d,ﬂ [{] mw," 113 proj mt," 1] dm,”
“predicts” “drategy,” “forecast,” “will” and smilar terms and phrases, induding references
to assumptions.

These forward-looking daements indude current trend informetion, projections for
Oeiveries, busness growth draiegies and plans, projected capitd  expenditure, expandon
plans and liquidity. Thee forward looking Statements involve risks and uncertainties that
may cause our actud future activities and results of operations to be materidly different from
those suggested or described in this report on Form 6 K.  These risks include but are not
limted to: product demand; cusdomer satidaction and qudity issues, labor  digoutes
competition, changes in technology and the marketplace;, our ability to achieve and execute
internal  busness plans, the success of our busness partnerships and dliances worldwide
politicd ingability and economic growth; changes in regulaory and tax legiddion in the
countries in which we operate; and the impact of any weskness in the currencies in Asa in
which we operate.

In addition to the foregoing factors, certain other risks and uncertainties, which could
cause actud results to differ materialy from those expected, esimated or projected can be
found in the section “Risk Factors’ in our Annud Report on Form 20-F filed with the United
States Securities and Exchange Commission.

If one or more of these riks or uncetainties maenidizes, or if undelying
assumptions prove incorrect, our actud results may vary materidly from those expected,
edimated or projected. Given these uncertainties usars of the information included in this
report on Form 6K, induding investors and progpective investors are cautioned not to place
undue reliance on such forwardlooking statements. We do not intend to update the forward
looking statements included in this report.



GLOBAL SOURCESLTD. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

EXHIBIT 2

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

At At
September 30 December 31
2003 2002
(Unaudited)
ASSETS
Current Assts:
Cash and Cash EQUIVAIENES.........cceiveeeeeeieee ettt $ 54,156 $ 37,208
ACCOUNES FECEIVADIE, NEL........eeeecirie bbbt 4,525 4,169
Receivables from sales representatives. 4,065 2,932
[NVENLOTY Of PAPET......veerieeirieeireie et seieeeie 524 545
Prepaid expenses and Other CUITENE @SSELS........cvureeineerresiessessesessssessesseseens 1,708 1,147
TOtal CUIMTENE ASSEES......coceeieceeececeee ettt sn st srenens 64,978 46,001
Property and eqUIPMENE, NEL..........ceerreeerreere e seaessses 8,916 14,110
L ONQG tErM INVESIMENES ..ottt 100 100
Bonds held to maturity, at amortized COSt .........ceveeueererecerereeeeirenes e 1,230 1,358
OLNES BSSELS.....vurerercereeereeiresserese st se e sesesss e s s s s e st eennssennsnenns 1,032 1,081
TOLAl ASSELS. ..ottt ettt enaen $ 76,256 $ 62,650
LIABILITIESAND SHAREHOLDERS EQUITY
Current Liabilities:
ACCOUNES PAYADIE.......cuuveiteeeetiee ettt bbb bbbt $ 3,248 $ 4,284
Deferred income and customer prepayments. 25,881 18,259
Accrued lIaDilItiES.........coooeeeeeeceeee s 5,696 5,361
Incometaxes payable..........ccvrrennnneerr e 696 368
Total Current Liabilities........ocoeeeveeieceeeeeeeceeeeeeeee, 35,521 28,272
Liabilities for incentive and bonus plans. 912 1,025
Amount due to Parent COMPEANY .........coeurererurererrrereasesereasesesessssesensesesessessseasssenes 11,404 11,404
MINOFILY INEEIESE ... e e e e e e e 3,291 2,823
Deferred tax abilITY .....uwereeereeerereeereeseisee s senes 213 604
Total Liahilities......ovceeeeeerereie st seneen 51,341 44,128
Shareholders equity:
Ordinary shares, US$0.01 par value; 50,000,000 shares authorized;

26,313,949 (2002: 26,308,949) sharesissued and outstanding............ceveenee. 263 263
Additional paid inCapital ... s 82,163 80,486
Retained defiCit .......... oo (52,531) (57,680)
Less: Unearned COMPENSBLION .........vvuieetieiiiie e e e een e (4,980) (4,547)

Total Shareholders EQUILY......ccvvrieeieirrecee e 24,915 18,522

Total liabilitiesand shareholders’ equity $ 76,256 $ 62,650




GLOBAL SOURCESLTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

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

Revenues:
ONlINESEINVICES ...t ettt
Other mediaSarviCeS .....ooviieeeiiiiiee e
MISCEIBNEOUS ...ttt eaeae e o

Operating Expenses:

COMMUINITY <ot
Generd and adminidtrative
Online sarvices development.........ccveveeenee
Non-cash compensation expense (Note 1)
Amortization of intangibles/Software development cost..
Total Operating EXPENSES.......cccvuvnecirreneerreee e
Incomefrom Operations ..........neneneneeeeseneenns
INEErESL INCOME......euteeieireeireeis sttt
Foreign exchange gains (10SeS), Net.........vvvenvcevcecenee
Income before INCoME TaXES.......coccuvereeeererecrnee e e e
INCOMETAX PrOVISION.......ceveicrcriicineiieereessesseeseissiene o
Net Income before minority interest ........oocoveeenevevnne
MINOFLY INEEIESE.......ceeeererieeiet s
NEL ITNCOME ... s
Retained deficit brought forward .......coeeveevenennnee
Retained deficit carried forward ..

Basic net income per share ..
Sharesused in basic net income per share

CaAlCUIALIONS ...v et e e

Diluted net income per share.. e
Sharesused in diluted net income per share

CalCUIALIONS ... e e e e s

Three months ended Nine months ended
September 30 September 30
2003 2002 2003 2002
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
$ 13277 $ 13,010 $ 38300 $ 38661
9,565 9,119 27,221 26,144
152 157 509 477
22,994 22,286 66,030 65,282
7,727 7572 22,155 22233
2,898 3,072 8,681 9,364
7,041 7,270 21,264 21,382
1,256 1,400 3,887 4,085
21 651 1,213 1,999
1,484 983 3,533 2,715
20,827 20,948 60,733 61,778
2,167 1,338 5,297 3,504
14 14 45 230
11 (229) 101 57
2,382 1,243 5,943 3,791
(114) (120) (325) (597)
$ 2,268 $ 1,123 $ 5,618 $ 319
$ (187) $ (81) $ (469) $ (168)
$ 2,081 $ 1,042 $ 5,149 $ 3,026
- - (57,680) (61,987)
- - (52,531) (58,961)
$ 0.08 $ 004 $ 0.20 $ 0.12
26,313,949 26,308,949 26,312,887 26,307,887
$ 0.08 $ 0.04 $ 0.20 $ 0.12
26,367,231 26,308,949 26,337,460 26,309,672

Note: 1. Reflects the non-cash compensation expenses associated with the employee equity compensation plans. Non-cash compensation

represents the following categories of expenses:

COMMUNITY ..o ceee et e e e e e e e eeaeaas

General and administrative ..........oooeevvieiienienn

Online services development ...........ovvvvenvvinnee e

Threemonthsended Nine months ended
September 30 September 30
2003 2002 2003 2002
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
$ 135 $ 115 $ 284 $ 39
52 61 78 217
159 358 603 %61
75 117 243 27
$ 421 $ 651 $ 1,213 $ 1,999




GLOBAL SOURCESLTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In U.S. Dollars Thousands, Except Number of Shares and Per Share Data)

Nine months ended September 30

2003 2002
(Unaudited) (Unaudited)
Cash flows from operating activities:
[N = T 010 127 TR $ 5,149 $ 3,026
Adjustments to reconcile net income to net cash provided by
operating activities
Depreciation and amOrtiZation ..........cccoeeenenneinnenesnene s s seeesssssesseenns 6,852 6,695
Profit on sale of property and eqUIPMENt ..........coveeree v e () -
Accretion of U.S. Treasury stripS Zero % COUPONS .....ccuceeerern e veerereceeenerenens (57) (77)
Bad delt EXPENSE........corirree e e 184 587
Non-cash ComMpeNSation EXPENSE ......vueveeeinieeeeeneeieeeenan. 1,213 1,999
Income attributable to minority shareholder ............covvvviii e, 469 168
Property and equipment W Off .........ccveneineneieere s 10 152
13814 12550
Changesin assetsand liabilities:
ACCOUNES FECAIVADIES........ocereceeteee ettt e b nanas (540) 1,214
Receivablesfrom sdesrepresentatives..... et s (1,233) (2,532
Receivables from related party saes reprsentatlves ........................... - 2,900
[Q1YZ= 01 (0T Yol 7= o= ST 21 31
Prepaid expenses and other current assets. (561) (93)
LONG tEIMN @SSELS.....cveveveiereieirieie ettt sssessstssens s ereaees 49 48
ACCOUNLS PAYBDIE........coeeeiceereee e e (1,036) (715)
Accrued liabilitiesand liabilities for incentive and bonus plans.................. 222 (210)
Deferred income and CUSLOMEr PrepayMENES........c.cueeeeeeererees s e creeeererenneserens 7,622 1,614
TAX HADITY oo s (63) 276
Net cash provided by operating activities..............c..cooeeiii i, 18,395 15,383
Cash flowsfrom investing activities:
Purchase of property and eqUIPMENL..........ccverererreeereeerseernesereeseeseseesenens (1,670) (3123
Proceeds from sale of property and equipment..........cocccvrer s e veeeerereesineneen 8 -
Proceeds from matured bonads .............ooviiiiiiiiii i 185 160
Net cash used for investing aCtivities..........ccocveveeceieee s e (1,477) (2,963)
Cash flows from financing activities:
Amount received towards directors stock option plan ..o e eeerrerreeeeene 30 50
Net cash generated from financing activities..........cceeeevioiiviinnie. 30 50
Net increase in cash and cash equivaents..... 16,948 12,470
Cash and cash equivaents, beginning of the perlod 37,208 20,236
Cash and cash equivalents, end of the period ... s eevesisinsiseninns 54,15% 32,706

Supplemental cash flow disclosures:

INCOME tAX PAIC.....u.cveecveeeeeiieeteite sttt bbb ssesses s s sbaes s ssssanees $ 388 $ 321
INEEFESE PAIG. ...ttt bbb - -




