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CHAIRMAN'S STATEMENT

FINANCIAL RESULTS

During the year, the Group recorded a turnover of approximately
HK$1,837 million (2003: HK$1,379 million), representing a growth
of 33%. Profit attributable to shareholders increased 64% to
HK$100,065,000 (2003: HK$61,118,000).

FINAL DIVIDEND

The Directors have recommended a final dividend of HK3.5 cents
per share for the year ended 31st March, 2004 (Year ended
31st March, 2003: HK2 cents per share) to shareholders on the
register of members on 20th September, 2004. Subject to the
approval of the final dividend at an annual general meeting,
dividend warrants will be sent to the shareholders on or about
30th September, 2004.

BUSINESS REVIEW

Electronics Division

Despite the intense competition in the consumer electronics
product market, the sales and net profit contribution of the
Group's consumer electronics products achieved satisfactory
growth. Developing high-tech audio-visual products which are
of high quality, visually attractive and compact is the crucial
factor contributing to the popularity of the Group’'s products.
DVD television combo, 6CD music centre and the compact and
multi-functional portable players are the Group's best-selling
product series. The newly launched DVD recorder, DVD/VCR
and television DVD/VCR are well received by the market and
will be able to make profit contribution to the Group in future.

During the first quarter of the year, the business of the Group
was adversely affected by the Severe Acute Respiratory
Syndrome. However, the global economic recovery and the
strengthening of consumer confidence since the beginning of
the second quarter led to the satisfactory growth in the sales
income of the Group during the year.

In the second half of the year, the prices of flash memory and
RAM, the major components of the electronics products, shot
up due to a shortage in supply and the price of plastic material
also increased because of the fluctuation of oil price. Therefore,
the production cost of the Group was under pressure. In addition,
towards the end of March, 2004, the delivery of products under
certain orders was postponed, resulting in the slowdown of the
Group’s sales and profit in the second half of the year. The
price of RAM has now gone down and its supply has returned
to the normal level. The price of plastic material also stabilized.
The operating environment of the electronics industry has
improved.
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CHAIRMAN'S STATEMENT

BUSINESS REVIEW - continued

Electronics Division — continued

In order to maintain the production efficiency and reduce the
production cost, the Group increased its investment in automatic
insertion machine and surface mounting technology facilities
during the year. By doing so, the Group intends to mechanize
its production and reduce the pressure to increase wages. In
view of the recent shortage of electricity supply in China, the
Group installed additional electricity generators to provide its
plant with adequate electricity, so as to ensure a smooth
production operation.

The Group also placed more resources in purchasing new plastic
injection moulding machines with robat to increase production
efficiency and enhance quality, so as to capitalize on the benefits
of vertical integration and increase the profit contribution of the
component production department to the Group.

Securities Trading
The securities trading of the Group during the year involved
mainly a reduction of holdings in its investment portfolio. Since
the market conditions were favourable, the Group gained
satisfactory returns.

Property Development

Property development was completed in current year and
properties sold over 60% for a total consideration of
approximately HK$16,204,000. The remaining unsold properties
held for sale are sold with satisfactory progress.

PROSPECT

In the next financial year, the operating environment of the
electronics product industry will remain competitive and
uncertainties regarding the oil price fluctuation will be affecting
the profit margin. However, it is expected that the economy
will recover and consumer confidence will strengthen, thus, the
Group will be able to overcome difficulties and sales will improve.

Due to the launch of new products, the reduction in the sales
agent commission resulting from the direct purchase by
renowned US department stores from manufacturers, couple
with the supply and price of the raw materials stabilize, the
profit margin of the products is expected to increase.

Since the production cost of the production base in Southern
China is expected to rise, the Group considers to expand its
operation and locate its new plants in regions outside Southern
China in order to reduce production cost and improve the profit
margin.
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CHAIRMAN'S STATEMENT

FINANCIAL POSITION

Liquidity and Financial Resources

The financial position of the Group remained strong. As at 31st
March, 2004 cash and deposits and marketable securities
amounted to HK$92 million, as compared to HK$96 million last
year.

Interest expenses for the year reduced from approximately
HK$7.3 million in last year to approximately HK$6 million this
year, with an interest coverage of over 18 times for the year
(2003: 12 times).

Gearing ratio, calculated as total borrowings to shareholders’
fund was 0.53 (2003: 0.63), and net bank borrowings as a
percentage to Shareholders’ fund was 0.08 for the year (2003:
0.12). Current ratio calculated as current assets to current
liabilities rose from 1.5 in last year to 1.8 for this year as a
result of the increase in turnover.

FINANCING AND CAPITAL STRUCTURE

Pursuant to an ordinary resolution passed at a Special General
Meeting of the Company held on 13th November, 2003, every
four issued and unissued shares of HK$0.10 each were
consolidated into one share of HK$0.40 each.

The Group finance its operations by a combination of retained
earnings and bank borrowings. There was totalling a cash inflow
of about HK$67 million by issuance of 75,000,000 new shares
by the Company as a result of placing and subscription
arrangement and the issuance of 12,156,132 new shares by the
Company as a result of the exercise of certain share options of
the Company.

As at 31st March, 2004 total banking facilities granted to the
Group amounted to HK$492 million of which HK$114.4 million
were utilized. All bank borrowings are denominated in Hong
Kong dollars or US dollars at prevailing market interest rate.

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

PLEDGE OF ASSETS

At 31st March, 2004, the Group pledged certain assets and
securities with carrying value of HK$80,076,000 (2003:
HK$143,550,000) to secure the general credit facilities and the
margin accounts with brokers.
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CHAIRMAN'S STATEMENT

CAPITAL EXPENDITURE

During the year, the Group invested approximately HK$74.7
million in fixed assets, of which HK$8.4 million was used for
construction of new factory plant and the balance was used for
purchase of plant and machinery and equipments.

As at 31st March, 2004, the Group has committed capital
expenditure of HK$13,396,000.

CONTINGENT LIABILITIES

As at 31st March, 2004, the Company had contingent liabilities
in relation to guarantees amounting to approximately HK$736
million given to banks and other financial institutions to secure
credit facilities granted to certain subsidiaries. The Group had
contingent liabilities for bills discounted with recourse of
approximately HK$0.2 million.

ACQUISITION
During the year, the Group had not acquired or disposed of any
subsidiary or associated company.

STAFF

As at 31st March, 2004, the Group had a total staff of 9,252 of
which 9,143 were employed in the PRC for the Group’s
manufacturing and distribution business.

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.

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, 26th July, 2004
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