Mr. Kyoo Yoon CHOI (Chairman)
EEmiE (EE)

Dear Shareholders,

2002 was definitely a positive year for Dream International Limited
(the “Company'’) and its subsidiaries (the “Group”) with our successful
listing, creating a major milestone for the Group. Since our listing, we
have received strong support from the local and global investment
community; we were also elected as one of the “Best Newly Listed
Company in 2002 (Hong Kong)" by Asiamoney in December 2002.
Our efforts were further recognized when our stock was selected as
a constituent stock of the Hang Seng Composite Index, Hang Seng
Hong Kong Composite Index, Hang Seng Hong Kong SmallCap Index,
Hang Seng Composite Industry Indexes - Consumer Goods, Hang
Seng Freefloat Composite Index and Hang Seng Hong Kong Freefloat
Index with effect from 30 December 2002. The Board is very pleased
with this recognition by the community and is committed to working

even harder to provide the best results to shareholders.

In the year of 2002, the sales of the toy industry as a whole maintained
at US$20.2 billion in 2002. Capitalizing on our world's largest plush
stuffed toy manufacturer’s status, we have reported growth in both
turnover and profits, which further strengthened our leadership in

the industry.
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During the year under review, we maintained our strong international
customer base with |39 customers spreading over |3 countries. The
US and Japan remained the Group’s two major markets, representing
49% and 33% respectively of the Group's total turnover during the
year under review. Our core business, plush stuffed toys accounted
for 93% (2001:91%) of the Group's turnover for the year ended 3|
December 2002 while the remaining 7% (2001: 9%) came from our
steel and plastic toys (Note).

For the year ended 31 December 2002, we concentrated on our
OEM business which accounted for 87.5% (2001: 95%) of the Group’s
total turnover. During the year under review, the ODM business
jumped from 5% to 12.5%. At the same time, we achieved a successful
breakthrough in our ODM business, which was wholly represented
by our Caltoy products.This encouraging achievement demonstrated
the strong market response to Caltoy, which became the driving force

for our further expansion in our ODM business.

Looking ahead, leveraging our strong market and design capabilities
and the established foundation, together with the close relationship
with our customers and distributors, we shall, as promised in our
listing, work for the utmost benefit of our shareholders.We will reduce
our reliance on our parent company, C & H Co,, Ltd. by taking over its
marketing responsibilities for the branded customers and sell plush
stuffed toy products to the branded customers directly. We will further
enhance our vertical integration to maximize our economies of scale,

while also expanding our market share in existing and new markets.
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(hairman’s Statement T EHREE

Finally, on behalf of the Board, | would like to extend my gratitude
to the management and staff for their commitment and
contribution to the Group.VWe treasure our employees as a valuable
asset and as our growing driver in the years to come. Without
their dedicated efforts, we cannot achieve such a great success in

the year under review.

Kyoo Yoon Choi
Chairman
Hong Kong, 8 April 2003

Note: Pursuant to the group reorganization completed in December 2001,
the Company acquired |.Y. Toys Co., Limited which is engaged in the
trading and manufacture of steel and plastic toys. For analysis purpose,
the Group turnover for the year ended 31 December 2001 includes
that of |.Y.Toys Co, Limited although it did not become a subsidiary of
the Company until 31 December 2001.
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