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CHAIRMAN'’S STATEMENT

FINANCIAL RESULTS

The Group’s turnover for the year ended 31 March 2002, as
compared with last year, decreased by 30%. Net loss for the year
(Net
loss for last year was Hong Kong dollars 52.8 million.) Net loss
reduced from HK$34,219,000 in the first half year to only about
HK$5,613,000 in the second half year.

reduced to approximately Hong Kong dollars 39.83 million.

FINAL DIVIDEND
The Directors do not recommend the payment of a final dividend
for the year ended 31st March, 2002.

BUSINESS REVIEW

Electronic Division

During the year, operating environment for consumer electronic
business was extremely difficult. The demand for the consumer
market was weak as affected by the global economic recession
and further deteriorated by the 911 event in U.S.A. Gross profit
margin for consumer electronic products dropped sharply as price
competition was severe.

In order to overcome the difficult situation, positive measures
including the consolidation of production facilities by the closure of
some production bases were adopted by the Group. Operation
structure was also simplified. Production facilities for consumer
electronic business were concentrated in Panyu in order to improve
the production efficiency. Most of the re-structure expenses were
accounted for in the first half of the financial year. Loss for this
segment for the year amounted to HK$15,788,000. During the
second half of the year, sales decreased by 3 % as compared to
the first half of the year. However, net loss reduced from
HK$10,280,000 in the first half of the year to net loss of
HK$5,508,000 in the second half of the year, which reflected the
savings in production costs in the second half of the year after
restructure.

Securities Trading

Facing economic downturn, turnover for securities trading during
the year dropped sharply about 69% as compared with last year.
Net loss for the year reduced to HK$11,628,000 as compared to a
net loss of HK$51,390,000 last year. Most of the trading transactions
during the year were transactions aiming at reducing the Group's
investment portfolio.
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CHAIRMAN’S STATEMENT

PROSPECT

The operation environment for the Group in the coming year is still
difficult, Global economy is still under uncertainty. There is no big
improvement from the demand in the consumer market in United
States. Under these situations, the Group still successfully increase
a few well known new customers in the consumer sector in United
States to strengthen our customers base. Besides, a series of high
technology digital audio and video products such as MP3 with
decode and encode features, CDRW and six CD changers music
centre, were designed by the Group. These products were well
received by the market and have obtained satisfactory orders for
the Group to maintain its production till the end of the year.

In August 2001, the Group had completed the acquisition of 91%
equity interest of a subsidiary, Cosmo Communications Corporation
(“Cosmo"), listed in the NASDAQ stock market. For the quarter
ended 31 March 2002, Cosmo has successfully turned into profitable
position. After the acquisition of Cosmo, strong synergies in
marketing of the Group’s products will occur. With Cosmo marketing
network in Canada, the Group has successfully exploited the market
in Canada. Cosmo has already held a substantial amount of orders
for the Group's audio and video products from well known
customers in the consumer sector. With the support of the Group's
new product lines, the turnover of Cosmo for the coming year will
increase substantially .

Recent increase in exchange rate for Euro against US dollars will
have a favourable impact to the Group and increases its sales in
Europe.

Barring unforeseen circumstances, the Group’s turnover in the
coming year will increase significantly. After the re-structure of the
Group's production facilities, production efficiency will increase and
production costs decrease. Consequently, the Group expects a
higher profit margin.

FINANCIAL POSITION

As at 31st March 2002, cash and bank balance were approximately
HK$23,180,000 (2001: HK$25,881,000). Investments in securities
and derivative instruments approximately amounted to
HK$52,232,000 (2001: HK$96,535,000). Bank borrowings were
approximately HK$114,109,000 (2001: HK$140,247,000). The gearing
ratio based on total liabilities to shareholders’ funds was 0.67. The
gearing ratio based on total bank borrowings to shareholders’ funds
was 0.24.

Group's transactions were mostly denominated in US dollars and
Hong Kong dollars. The exposure to foreign exchange risk was
minimal.
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CHAIRMAN'’S STATEMENT

PLEDGE OF ASSETS

At 31st March, 2002, the Group pledged certain assets and securities
with the carrying value of HK$125,561,000 to secure the general
credit facilities and the margin accounts with brokers.

STAFF

As at 31st March, 2002 the Group had a total staff of 6,320 of
which 6,162 were employed in the PRC 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.

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

APPRECIATION

| 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, 23rd July, 2002
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