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CHAIRMAN'’S STATEMENT

FINANCIAL RESULTS

For the year ended 31st March, 2001, turnover of the Group was increased
by 0.7% as compared with last year. The Group has recorded a loss of
HK$52,803,421.

FINAL DIVIDEND
The Directors do not recommend the payment of a final dividend for the
year ended 31st March, 2001.

BUSINESS REVIEW AND FUTURE PROSPECTS

The loss incurred was mainly caused by the loss from the securities trading
division. Owing to the depressed stock market condition, unrealised holding
loss of listed securities held by the Group as at 31st March, 2001 amounted
HK$56 million. The TV manufacturing division also recorded a loss of
HK$6 million as affected by price cutting competition in the market.
Besides, deficit arising from revaluation of investment properties of HK$1.6
million was also recognized in the accounts of the Group.

Performance in audio product manufacturing division, the main profit
contributor of the Group, also recorded a significant decrease in profit
figure. During the second half of the financial year ended 31st March,
2001, consumer electronic market faced a severe adverse condition under
world-wide economic recession, especialy in USA. Orders from US market
decreased sharply and goods return rate reported an unexpected high level.
Profit margin for the products decreased significantly. Besides, certain
product lines in the factories were temporarily shut-down and workers
lay-off in response to adverse market condition. These were also accounted
for a higher manufacturing cost during the second half of the financial
year.

In the eTech division, gopuppy.com was closed down in order to terminate
all loss making business. Personnel divert their attention to the development
of high tech products such as Bluetooth products, CDRW video recorder,
hard disk video recorder, digital audio jukebox and blue disk. The Group
has the pleasure to report that one related company of the Group has
obtained a subsidy from the Hong Kong Government for the development
of the Bluetooth devices.

For the prospect in next financial year, it is anticipated that sales for
consumer electronic products will not increase significantly during the
first half of the financial year. However, in the last quarter of 2001 when
the new products designed for our OEM customers are completed and
scheduled for productions, sales for consumer electronic products will
increase. The profit margin for our products will also increase as new
products of the Group, such as MP3 series, have received satisfactory
orders and the profit margin for these new products are higher than other
product lines.
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The financial position of the Group is still stable with bank borrowings
relatively in low level. The Group will also benefit from present low interest
rate position with an expected reduced financial expenditure in the coming
year.

LIQUIDITY AND BORROWINGS

As at balance sheet date, bank balances and cash held by the Group
amounted to approximately HK$25,881,000 (2000: HK$75,951,000).
Investments in securities and derivatives instruments were approximately
HK$96,535,000 (2000: HK$176,129,000). Borrowings were approximately
HK$140,247,000 (2000: HK$67,869,000). The gearing ratio calculated by
total liabilities to shareholders’ fund was 0.48. This reflects the Group’s
stable financial position and its prudence in borrowing policies.

CONTINGENT LIABILITIES
As at balance sheet date, no material contingent liabilities were incurred
by the Group.

EMPLOYEES

As at 31st March, 2001, the Group had a total number of staff of 3,933 of
which 3,770 were employed in the Mainland China for the Group’s
manufacturing and distribution businesses.

The Group provides employee benefits such as staff insurance, retirement
scheme, discretionary bonus and share option scheme and also provides
in-house training programmes and external training sponsorship.

MAJOR SUPPLIERS AND CUSTOMERS

The Company'’s five largest suppliers and top supplier contributed 42%
and 20% respectively (2000: 57% and 25% respectively) of the total
purchases in the current year. The aggregate turnover attributable to the
Company’s five largest customers and top customer, accounted for 70%
and 42% respectively (2000: 59% and 37% respectively). Neither directors,
their associates, nor those shareholders, who to the knowledge of directors
own more than 5% of the Company’s share capital, has any interest in any
of the five largest suppliers and customers mentioned above.

APPRECIATION

I would like to take this opportunity to express my sincere appreciation to
all our staff for their, utmost effect and dedication to the Group during the
year.

LAU SAK HONG, PHILIP
Chairman

Hong Kong, 20th July, 2001




