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For the year ended 31 March 2005, there was a promising
improvement in business performance of the Group. The Group
recorded a turnover of HK$180,892,000 representing approximately
a 702.9% increase as compared with HK$22,531,000 of last year.
Net loss from ordinary activities attributable to shareholders for the
year was HK$11,079,000 (2004: net loss of HK$30,898,000). The
improvement in its turnover and results were mainly due to the
contribution from the supply and procurement business in Asia
Pacific Region.

BUSINESS OVERVIEW
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In the early 2004, the Group made a big step in its business
development by setting up a non-wholly owned subsidiary named
as Xin Procurement and Trading Pte. Ltd. (“Xin Procurement”) for
the supply and procurement business in Asia Pacific region in which
the Group and the connected person own 51% and 49% equity
interest respectively. Xin Procurement commenced its business in
April 2004 and has already made contribution to the Group. For
the year ended 31 March 2005, Xin Procurement recorded a
turnover of HK$144,687,000 and a profit of HK$7,273,000.
Leveraging on our sourcing network, diverse customer base and
the gradual recovery of the global economy, the management is
confident that the Group is well equipped to diversify its business
into the supply and procurement business which will serve to provide
a stable revenue income source for the Group.

The year under review was a difficult year for the Group's
operation in toys business. Through the business partnership in a
non-wholly owned subsidiary named as Gadgets Yard Limited, the
Group has successfully broadened its clientele network and
developed reliable relationship with customers. There was an
increase of approximately 60.7% in toys business as compared
with that of last year. However, the Group's profitability was adversely
affected by the surge in raw material costs and production
overheads. Oil price increased significantly and hit a historical high
in the second half of 2004. Price of plastic materials, the primary
raw material utilized for the Group's core product item — toddler
cars, recorded a steep rise accordingly. In addition, labour shortage
problem prevailed in Pearl River Delta region as well as the rise in
statutory minimum wages of workers further added immense
pressure on the profit margin of products. That affected the
profitability of the Group in return and further aggravated the
business environment in toys industry.
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To summarize, the Group will continue to strive for cost saving
measures to improve its profitability and to consider various
alternatives to strengthen its capital base. One of the Group's key
strategies in the forthcoming year is to monitor and evaluate the
toys business. The supply and procurement business is expected to
be one of major engines for the Group's growth. In addition, the
Group will continue to explore other investment opportunities that
have earning potentials to expand its existing operations and to
diversify its business.
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On behalf of the board, | would like to take this opportunity to
thank all of our dedicated staff for their efforts and to express my
sincere appreciation to all shareholders for their continuous support
to the Group.
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