Production and sales of dyed fabrics, sewing threads and yarns

Production and sales of dyed fabrics, sewing threads and yarns
remained as the principal operations of the Group, and accounted
for 95.4% of the total turnover for the period under review, almost
the same level as the corresponding period of last year. During the
period under review, as a result of the global economic recession
and the impact of the “September 11" incident, the market was
sluggish. The fall in demand and excess supply resulted in the drop
in product prices. Despite the adoption of proactive and aggressive
business strategies by the Group to boost its sales volume, turnover
only slightly increased by 2.3%. With the improvements in
productivity and economy of scale, the percentage of contribution
to profit from operations, if ignoring the effect arising from the
adoption of the SSAP 31, improved from 9.4% in last period to
10.6%.

Production and sales of garments

During the period under review, the garment business was more
susceptible to the above mentioned market factors. A loss from
operations of approximately HK$4,655,000 was recorded even
though the Group maintained a turnover of approximately HK$100
million. The Group will further strengthen cost control in this
business in the second half of the year, with a view of achieving a
turnaround for the full year.
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