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As compared to last year, the Group’s turnover dropped by 25%
(HK$55,580,000) and the Group’s net profit fell by 141%
(HKS$34,220,000) mainly due to the weak exchange rate of EURO
against HKS during the current year.

The exchange rate of EURO against HKS had depreciated by
an average of approximately 11% during the current year, let
alone some periods of the current year. Since the Group had
temporarily turned down part of the unprofitable EURO’s sales
orders during the current year when the exchange rate of EURO
against HKS was extremely weak, the percentage of the Group’s
turnover coming from the EURO’s sales orders had significantly
decreased from 74% in last year to only 24% in current year. The
Group could only mitigate but not immune from the unrealised
exchange loss on net current assets denominated in EURO at
current year end with currency hedging tools because the
exchange rate of EURO against HKS had depreciated
confinuously throughout the current year.

In order to broaden the Group’s business portfolio, the Group
had paid about HK$18 million during the current year for the
acquisition of a 15% interests in a U.S. company pioneering in
the invention and development of voice interactive vehicle
navigation systems. The U.S. company has scheduled to launch
its products to the market during the second half of the year
2001.
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MANAGEMENT DiISCUSSION AND ANALYSIS (continuea)
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The Group’s liquid ratio at the current year end and the last
year end was 1.57 times and 2.03 times respectively. The Group’s
gearing ratio (i.e. the ratio between the aggregate of the
current liabilities and non-current liabilities to shareholders’ fund)
at the current year end and the last year end was 0.40 times
and 0.42 ftimes respectively. The medium-term loan of
approximately HKS14 million borrowed during the current year
was secured on certain machinery of the Group, denominated
in HK$ and repayable over a period of 3 years during which a
floating interest rate based on HIBOR (Hong Kong Inter-Bank
Offer Rate) plus a spread would apply. As at the current year
end, the net current assets denominated in EURO amounted
to about EURO 5.8 million (or HK$40 million equivalent) out of
which 78% had been hedged by currency options contracts at
a more favourable exchange rate than that of the current year
end.

The Group is setting up a new and larger PCB plant adjacent
to its existing PCB plant in Huizhou of the P.R.C. for the
manufacture of more delicate PCB. As af the current year end,
the Group’s relevant capital expenditure commitments
contracted but not provided for was approximately HK$70 million
out of which leasing facilities amounting to approximately HKS50
million have been obtained and partly drawn down up to the
date of this report. The new PCB plant is scheduled to
commence production during the third quarter of the year 2001
when the Group should evolve to the next hierarchy of PCB
factory with upgraded capability and higher margin.

The recovery of the world economy was slower than expected
and the worldwide demand for PCB was sluggish during the
second quarter of the year 2001. However, the Group expects
its ability to conduct local sales in the P.R.C. and its strategic
relationship with its frading partners could help to fuel its growth
in the months ahead.
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MANAGEMENT DiISCUSSION AND ANALYSIS (continuea)
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Finally, | would like to express my gratitude and appreciation H#% & AAEBHEZTEZZAERAIEELE
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to all my fellow directors and the staff members of the Group EBIRFRNZEESERFERFAEREE -
for their valuable contribution during the year.

Chan Sik Ming, Harry R #5883

Director EF

Hong Kong HiE

18 July 2001 —EE-FTAHA+TNH
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