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| have pleasure to present to shareholders the annual report of
the Group for the year ended 30th April, 2001.

PERFORMANCE REVIEW

In the first half of the financial year under review, the Group
continued to reap the benefits of the latest round of strong growth
in the semiconductor industry which commenced in early 1999.
This growth followed arecovery from the industry downturnin
late 1997 which was caused primarily by the Asian financial
turmoil which culminated in over-supply of semiconductor
products and strong price competition. In 2001, however, in stark
contrast to the generally expected expansion of the global chip
markets, worldwide semiconductor sales for the five months
period ended 31st May, 2001 suffered a decrease of 20% over
the same period in 2000. The effect of sudden market change,
which the Group has experienced throughout its 20 year of
corporate history, is exacerbated in relation to upstream
semiconductor material/services suppliers like us. Thisyear's
about turn was characterised by an inventory overhang and a
severe slow down in the end user equipment markets across the
entire semiconductor industry. That, in turn, was caused by a
general lack in significant technological breakthroughs in
products offered on the consumer markets, which were already
suffering from aloss in confidence and reduced spending due
to poorer economic conditions.
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Accordingly, the Group’s resultsin the second half of the current
financial year suffered, paring some of the profits made during
the first half year. Nevertheless, a profit of HK$741 million
was recorded for the year ended 30th April, 2001, as compared
to a profit of HK$1,115 million in the previous financial year.
Basic EPSfor the year under review was HK$1.45, as compared
to basic EPS of HK$2.19 for the year ended 30th April, 2000.
Additional basic EPS (excluding certain non-recurring items)
amounted to HK$0.35 for the year ended 30th April, 2001, as
compared to additional basic EPS (excluding certain non-
recurring items) of HK$0.56 in the previous financial year.

In a bid to address adverse market conditions, the Group has
been taking vigorous steps to reduce costs while sharpening
our competitive edge in our specialised markets by increasesin
innovative product designs and services. This has been made
possible because of the significantly improved financial position
of the Group, which now shows zero net debt as compared to
net debt amounting to HK$223 million as at 30th April, 2000.
The Group's associate, ASAT group, which had bank balances
of approximately US$80 million (approximately HK$624
million) as at 30th April, 2001, as compared to approximately
US$11 million (approximately HK$86 million) a year ago, is
also poised to grow at a faster rate than its competitors who
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lack such financial strength. The Group’s expansion of its
etching operations to Dongguan, China, together with ASAT's
expansion of its assembly and packaging operations to
Shenzhen, China, are proceeding according to plan and will be
on time to deliver the additional and upgraded production
capacity on the basis of a more competitive cost structure when
the semiconductor industry recovers and resumes growth.

OUTLOOK

On 3rd July, 2001, Semiconductor Industry Association (“SIA”™)
reported that worldwide semiconductor sales in May, 2001
continued to reflect excessinventory. However, they held to the
position in forecasting that the industry will begin to see the
final phase of the present inventory correction late in the third
guarter of the calendar year 2001 with a broad-based recovery
commencing in the fourth quarter. Further, SIA noted that, from
its beginning in the 1950s, the semiconductor industry has been
characterized by afour-year cycle, occasionally modified by
unexpected economic factors. The semiconductor industry has
grown at acompound annual growth rate of 17% in recent years.
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DISTRIBUTION

On 29th January, 2001, the Company issued a total of
101,673,487 bonus warrants to sharehol ders, other than overseas
shareholders, for the subscription for an equivalent number of
ordinary shares in the Company. The initial subscription price
was determined at HK$6.25 per ordinary share, subject to
adjustment, and is exercisable at any time up to and including
28th January, 2004. The bonus warrants were issued for the
purpose of strengthening the equity base of the Company for
future development. Upon full exercise of the bonus warrants,
the Company will receive approximately HK$635 million.

The Directors do not recommend the payment of afinal dividend
for the year ended 30th April, 2001 (2000: Nil).

APPRECIATION

I, on behalf of the Board, would like to express my sincere
gratitude to all our staff for their hard work and valuable
contribution which isinstrumental to the Group’s ability to turn
challenges into opportunities. | would also like to express my
sincere appreciation to the group’s customers, business
associates and shareholders for their continued support.

By Order of the Board

Li Tung Lok
Chairman

Hong Kong, 19th July, 2001
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