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FINANCIAL HIGHLIGHTSFINANCIAL HIGHLIGHTSFINANCIAL HIGHLIGHTSFINANCIAL HIGHLIGHTSFINANCIAL HIGHLIGHTS

General InformationGeneral InformationGeneral InformationGeneral InformationGeneral Information

For the year ended 31st March, 2004, Magic ian

recorded a turnover of HK$470.8 million, representing

a  d rop  o f  10% compared  to  HK$523 .4  m i l l i on

recorded last year. Operating profit dropped by 75%

to HK$8.4 mil l ion fr om HK$33.2 mil l ion, while profit

a t t r ibutab le  to  shareho lders  was  HK$1.3 mi l l ion,

compar ed to HK$18.1 mil l ion last year. The Group’s

basic earnings per shar e was HK0.15 cents.

On 6th November,  2003, the Group prepaid the

entire indebtedness outstanding under the DRD dated

10th November, 2000, by funds obtained through a

loan from BOC SZ, the release of an existing working

capital security deposit, and other internal resources

of the Group.

No principal subsidiaries or associated companies

we r e  a cqu i red  o r  d i sposed  o f  du r i ng  the  yea r.

Investments held have not mater ia l ly  changed from

those disclosed in last year’s annual repor t.

Liquidity and Financial ResourcesLiquidity and Financial ResourcesLiquidity and Financial ResourcesLiquidity and Financial ResourcesLiquidity and Financial Resources

As at  31st  March,  2004, the Group’s  net assets

increased to HK$273.4 mi l l ion, render ing net asset

va lue per  share at  HK31.47 cents  (2003:  HK31.32

cents). The Group’s total assets as at that date were

valued at  HK$601 mi l l ion (2003:  HK$622 mi l l ion) ,

i n c l u d i n g  c a s h  a n d  b a n k  d e p o s i t s  t o t a l i n g

approx imate l y  HK$29 .1  m i l l i on  (2003 :  HK$59 .9

mi l l i on ) .  Conso l ida ted  borrowings  amounted  to

HK$197.4 mil l ion (2003: HK$224.8 mil l ion). Its debt-

to-equity rat io has been further reduced, from 83%

as at  31st  March,  2003 to 72% as at  31st  March,

2004.

Capital StructureCapital StructureCapital StructureCapital StructureCapital Structure

As  a t  31 s t  Ma rch ,  2004 ,  t he  G r oup ’s  ma jo r

bor rowings included a three-year bank loan, which

had an outstanding balance of HK$92.5 mil l ion after

paying a f i rst  insta l lment of HK$7.5 mi l l ion dur ing

the year under r eview, and short-term revolving bank

loans total ing HK$65 mil l ion. These borrowings were
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denominated in Hong Kong dol lars  and made on a

floating-interest-rate basis. As a result of stable market

interest rates and the early repayments of outstanding

debts under the DRD, finance costs for the year under

review were reduced. The Group is in a sound financial

position, with sufficient credit facil it ies to suppor t its

operations both before and after the debt-prepayment

exercise.

Charges on Group AssetsCharges on Group AssetsCharges on Group AssetsCharges on Group AssetsCharges on Group Assets

Certain assets of the Group having a carrying value

of HK$245.3 mil l ion as at 31st March, 2004 (2003:

HK$409.3 mi l l ion)  were pledged to secure banking

facil it ies of the Group.

Detai ls of Future Plans for Material InvestmentsDetai ls of Future Plans for Material InvestmentsDetai ls of Future Plans for Material InvestmentsDetai ls of Future Plans for Material InvestmentsDetai ls of Future Plans for Material Investments

or Capital Assetsor Capital Assetsor Capital Assetsor Capital Assetsor Capital Assets

The Group does  not  have any future  p lans  for

mate r ia l  inves tments .  There  w i l l ,  however,  be  a

reasonable amount of expenditures on capital assets

including, in par ticular, new machines and moulds to

cope with production and market demands. Sources

of  fund ing  a re  expected  to  come pr imar i l y  f rom

trading profits that the Group wil l  generate, coupled

with its banking facil it ies and leasing arrangements.

Exposure on Foreign-Exchange FluctuationsExposure on Foreign-Exchange FluctuationsExposure on Foreign-Exchange FluctuationsExposure on Foreign-Exchange FluctuationsExposure on Foreign-Exchange Fluctuations

The Group’s monetary assets and l iabi l i t ies were

principal ly denominated in Hong Kong dol lars,  PRC

Renminbi and U.S. dollars. Inasmuch as the Hong Kong

dollar is pegged to the U.S. dollar, and there has been

min ima l  f luc tuat ion  in  the  Hong Kong do l la r- to-

Renminb i  e xchange  r a te ,  the  Group  had  m ino r

exposure to cur rency exchange risk.

Segment InformationSegment InformationSegment InformationSegment InformationSegment Information

Sales  d ist r ibut ion by geographica l  area has not

changed significantly. The Group’s biggest market was

still North America (59%), followed by Mainland China

(17%), Hong Kong (12%), Europe (7%) and others

(5%).
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Contingent Liabil i t iesContingent Liabil i t iesContingent Liabil i t iesContingent Liabil i t iesContingent Liabil i t ies

The contingent l iabi l i t ies of the Group have not

changed material ly from those disclosed in last year’s

annual report.

REVIEW OF OPERATIONSREVIEW OF OPERATIONSREVIEW OF OPERATIONSREVIEW OF OPERATIONSREVIEW OF OPERATIONS

International SalesInternational SalesInternational SalesInternational SalesInternational Sales

International sales for the year ended 31st March,

2004  were  d i s appo in t ing ,  d ropp ing  by  15% to

HK$334.5 mil l ion from last year’s HK$392.4 mil l ion.

Th i s  dec r ea se  was  l a rge l y  due  to  the  s l ugg i sh

performance in the U.S. market and SARS. U.S. sales

fell by 23%, from HK$313.7 million for the year ended

31st March, 2003 to HK$242.8 million for 2004. Amid

uncer tainties over future economic outlook, our U.S.

customers have generally adopted a prudent attitude

in or der  p lacement,  so as  to mainta in a  min imum

inventory level .  The same s ituat ion appeared in the

Canad ian  market  where  sa les  dr opped by  4% to

HK$35 mil l ion from the HK$36.4 mi l l ion generated

last year.

Nevertheless, the sales performance of Eur opean

market was encouraging, increasing by approximately

40% to reach HK$33.3 mil l ion, from HK$23.8 mil l ion

recorded in the financial year ended 31st March, 2003.

This  improvement proves that our ef forts  to foster

c loser  r e lat ionship with European customers  have

borne fruit, especially in the Netherlands and Germany

where customer network expansion has been most

encouraging. Turnover in other international markets

a lso c l imbed,  increas ing by approx imate ly  26% to

HK$23.3 mill ion, with notable more sales in Israel and

South Africa.

Mainland China SalesMainland China SalesMainland China SalesMainland China SalesMainland China Sales

For  the year  ended 31st  March,  2004,  sa les  in

Ma in l and  Ch ina  amounted  to  HK$81 .2  m i l l i on ,

representing a drop by 11% from last year ’s HK$91.6

mil l ion. This decrease was mainly attr ibutable to the

Group’s  s t r i c te r  c red i t  po l i cy  backed by  a  newly

int roduced and more  soph is t i cated computer i zed

control system, resulting in suspension of merchandise

supply to customers who appeared to be f inancial ly

unhealthy. In addition, increased cost of sales, coupled

with compet i t ion f rom overseas  newcomers ,  have

adversely affected our profit margin.

During the year under review, Magician put great

effort into brand building by opening a “Magic Home”

concept  s ta l l  and four  “NICOLE des ign” concept-

corner  s ta l l s  in  a  number of  depar tment s tores  in

Main land China.  The Group a lso part ic ipated in a

n u m b e r  o f  m a j o r  n a t i o n - w i d e  h o m e - p ro d u c t

exhibit ions and stepped up its advertis ing campaigns

to achieve a wider reach in the countr y.

On the whole,  we have adjusted our  sa les  and

distr ibution strategies during the year under review.

To  ach i e ve  be t t e r  ma rke t  cove rage ,  the  G roup

appointed local ly based distr ibutors to replace some

of its PRC direct sales offices who were not performing

as well as were expected, in particular those in Chang

Chun and Chong Qing. The Group is now maintaining

a  to ta l  o f  27  d i rec t  sa le s  o f f i ces  and  four  loca l

distributors in Mainland China.

During the year under review, plast ic goods such

as containers, multi-compartment closets and shopping

baskets  were the most  popular  i tems in  Main land

China.

Hong Kong salesHong Kong salesHong Kong salesHong Kong salesHong Kong sales

Hong Kong sa les  repor ted  a  remarkab le  40%

growth during the year under review, with turnover

increasing fr om HK$39.4 mil l ion to HK$55.1 mil l ion.

The growth was main ly  due to  increased sa les  to

export  agents.  Among al l  the popular  i tems, gravy

ser ver  w i th  o i l  s t ra iner,  water  p i t cher  and cab le

organizer were the best sell ing items in Hong Kong.

PROSPECTSPROSPECTSPROSPECTSPROSPECTSPROSPECTS

I t  is  bel ieved that one of the greatest chal lenges

that Magician faces is the problem brought about by
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ever-incr easing cost of raw materials, which in turn is

largely dr iven by huge consumption and continuous

d e m a n d  r e s u l t i n g  f ro m  t h e  c o u n t ry ’s  b u s t l i n g

manufactur ing industr ies.  However,  we expect this

problematic situation to improve gradually, in view of

austerity measures launched by the central government

in an ef fort  to cool  down the nat ion’s over-heated

economy.

Furthermore, we believe several measures that the

Group undertook during the year wil l  help Magician

to enhance its profit margin. At our R&D section, the

Group’s  cons i s tent  push  to  c rea te  such  o r ig ina l

products as the “TurboBake” pan will positively affect

our profit margin. With a sell ing price that can be set

higher than normal baking pans in the market,  the

“Tu rboBake”  pan  w i l l  be  a  f o ca l  po in t  o f  ou r

marketing and sales campaigns in the coming years,

contr ibut ing favorab ly  to  our  prof i t s .  In  terms of

customer base, the Group has put greater effor ts into

developing better  re lat ionship with OEM and ODM

customers who are will ing to spend more on tailored-

made products that fit their specific requirements. We

believe these two favorable factors, coupled with our

str ingent cost-control  measures,  wi l l  not only help

offset the negative impact of escalated cost of raw

mater ia l s ,  but  a l so br ing about better  retur ns  for

Magician in future.

As for the outlook of our major markets, we expect

sales orders from the U.S. to rebound gradually since

our customers there have reported revenue growth in

recent months. In Europe, we expect our sales growth

to continue, thanks to our persistent ef forts over the

pas t  two yea r s  in  bu i ld ing  a  s t r onger  cus tomer

network. We bel ieve the expansion of the European

Union on 1st May, 2004 wil l  help to boost economic

exchanges and activit ies in a larger region and of fer

new opportunities for growth.

In  Main land China,  we are  opt imis t i c  that  the

economy wi l l  cont inue to gr ow healthi ly  g iven the

government ’s  de te rminat ion  to  put  the  na t ion ’s

economic development on to the r ight track with a

ser ies of auster i ty measures.  Therefore,  we plan to

establ i sh more concept sta l l s  to enhance both our

corporate image and brand names. We wil l  also gear

up marketing and promotion activities in various retail

out lets  by cooperat ing with loca l  d is t r ibutors  and

retailers.

Hong Kong’s  economy has rebounded s ince the

second  ha l f  o f  2003 ,  wh i ch  g radua l l y  re s to r ed

con f i dence  o f  homeowner s  i n  more  househo ld

expenditures. The surge in the sale of flats has for med

a  so l id  foundat ion  fo r  our  s tab le  g rowth  in  the

housewares market.

Looking ahead, we bel ieve that with the Group’s

cons istent  effor ts  with a v iew to enhancing prof i t

margin and reducing financial burden, Magician is well

equipped to meet with market challenges and create

better results.


