MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW

During the current period, the global printed circuit boards (“PCB”)
market was less than satisfactory due to the sluggish demand for
electronic and telecommunication products. There was keen
competition in the PCB industry and the PCB selling price was
continuously driven downwards. As compared to the corresponding
period, the average selling price for 2-layer and 4-layer PCB sold
by the Group was reduced by 17% and 12% respectively.

Despite the fall in the PCB selling price, the Group’s turnover for
the current period jumped by 23% as a result of the increase in the
PCB sales volume and the increase in the proportion of multi-layer
PCB sold with comparatively higher selling price. The PCB sales
volume increased by 42% mainly because of the Group’s strong
customer base and the fast-growing market in the P.R.C.. The increase
in the proportion of multi-layer PCB sold to about 60% in money
terms was directly related to the full deployment of the Group’s new
PCB plant which was capable of producing more delicate multi-layer
PCB from the second quarter of the current financial year.

In spite of the fall in the PCB selling price, the Group could still
achieve the gross profit margin for the current period at about 13%
which was slightly higher than that for the last financial year. This
was made possible mainly by means of negotiating with existing
suppliers for lower raw material purchase cost on the one hand and
increasing the proportion of multi-layer PCB sold with comparatively
higher gross profit margin on the other hand.

During the current period, the Group’s administrative expenses
decreased sharply by about 41% primarily because of the various
measures taken since October 2001 to streamline the human resource
and to control the staff cost.

FINANCIAL REVIEW

The Group’s current ratio at 30 September 2002 and 31 March 2002
was 0.88 times and 0.81 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 30 September 2002 and
31 March 2002 was 0.89 times and 0.85 times respectively. Because
the Group can generate net cash from the operating activities, these
financial ratios will be gradually improved.

As at 30 September 2002, the Group’s current assets and total
liabilities were mostly denominated in either Hong Kong dollars
(“HK$") or United States dollars (“US$"). Besides, the Group’s PCB
plants were al located in the P.R.C. and the exchange rate of Renminbi
has remained fairly stable. Hence, the Group’s net exposure to
fluctuation in exchange rates was insignificant and no foreign currency
hedging tool was adopted.
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The total outstanding balances of the finance leases and hire purchase
contracts along with other loans as at 30 September 2002 amounting
to HK$34,470,000 out of which HK$20,722,000 were repayable within
the next 12 months. They were either denominated in HK$ or US$,
repayable monthly over 3 years and subjected to floating interest rates.
The Group has not adopted any interest rate hedging tool for these
borrowings because the low interest rate environment is likely to
persist in the foreseeable future. Certain plant and equipment of the
Group with net book value of HK$66,916,000 as at 30 September
2002 were pledged to secure these borrowings.

OUTLOOK

Because the world economic climate prevailing at the present moment
is uncertain, the global demand for electronic and telecommunication
products lacks the momentum to grow fast. All PCB manufacturers
around the world will continue to confront the keen competition in
the year ahead.

In light of the challenge, the Group plans to continue the business
strategies which were proved effective for the current period. Firstly,
the Group plans to increase gradually the proportion of delicate multi-
layer PCB sold with comparatively higher selling price and gross profit
margin. Secondly, the Group plans to conduct more sales of PCB
to large and fast-growing corporations in the P.R.C. with the help
of the Group’s strong customer base and business network.
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