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For the year ended 31st March, 2003, the Group achieved a
turnover of HK$438,381,000 (2002: HK$589,719,000) and a loss
of HK$2,565,000 (2002: HK$120,315,000), representing a
decrease of 26% in turnover and 98% in loss attributable to
shareholders as compared to the last financial year.

The directors of the Company (“Directors”) do not recommend
the payment of a dividend for the year ended 31st March, 2003.

This is a new line of business developed by the Group during
the year under review.

In November 2002, the Group started to deploy resources in the
trading and retailing of MP3 player products in the PRC and
Hong Kong, and engaged in a series of advertising campaign to
promote its MP3 player products under the brand name
“Matsunichi”.

On 9th December, 2002, the Company acquired the 100% equity
interests in Matsunichi Technology (Dalian) Company Limited
("Dalian") (formerly known as “Dalian Meca Web Communication
Limited”), which is fully equipped to manufacture high technology
consumer electronic products. With the fully integrated
manufacturing facility of Dalian, the Group intends to produce
MP3 players on a mass scale.

During the year under review, the Group has also established its
own design and marketing team in the PRC and Hong Kong and
has launched a series of digital products, including two
generations of MP3 digital recorders/ players and other computer-
related peripherals, to the market.

The on-going advertising campaign in MP3 players has
successfully aroused brand name awareness and expanded the
digital products of the Group into the high-end computer
consumer markets in both Hong Kong and the PRC. The Group'’s
digital products are now well received by the markets and have
contributed a segment profit of HK$15,981,000 for the year
ended 31st March, 2003 (2002: nil).
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The Group's apparel trading and retailing business is mainly
operating under two well-known French labels, namely,
“Balenciaga” and “Smalto”.

The continued slowdown of Hong Kong economy has affected
the apparel retailing market of Hong Kong. In order to sustain
its turnover, the Group has to lower its overall profit margin in
its apparel business. As a result, the apparel segment achieved a
slight decrease in turnover of HK$151,172,000 (2002:
HK$159,520,000) and a loss of HK$975,000 (2002: profit of
HK$1,718,000). The Group is seeking for appropriate actions to

improve the performance of this segment.

On 22nd July, 2002, the Group disposed of its newspaper and
magazine publishing and offset printing businesses (the
“Disposal”) pursuant to a sale and purchase agreement dated
10th June, 2002 entered into between Emperor International
Holdings Limited and the Company. Details of the transaction
were disclosed in the circular of the Company dated 29th June,
2002.

The Disposal enabled the Group to realize its investment in the
publishing and printing operations and provided a good
opportunity for the Group to rationalize its business and to best

allocate its resources for future investment opportunities.

During the year and prior to the Disposal, the publishing and
printing businesses generated a segment loss of HK$14,351,000
(2002: HK$100,610,000) to the Group.

During the year, the management has decided to trim down the
operation of its marine business, by the closing down of its
marine wholesale and retail business in November 2002 and the
disposal of its glass eels trading operation to a third party in
January 2003.
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The Company shall continue to seek for new business
opportunities for the long term development of the Group with
the intention to broaden the revenue base of the Group and

offer satisfactory returns to its shareholders.

Taking into the account of the profit contributed by the digital &
communication technology related business this year, the
management takes the view that it is in the interest of the
Group to continue the development of its digital and
communication technology related business. The Group plans to
expand its digital & communication product lines to include the
high-end pocket PC and mobile handsets in the near future. The
Group shall also strengthen its distribution channels and explore
overseas markets, including Europe, North America and Asia
should the management consider it desirable to the development
of the Group. The Group shall also establish new product research
and development centers in both the PRC and overseas, with
the aim of developing new digital stylish and innovative products
and to enhance its production facility, including the possibility

of setting up new manufacturing plants in the PRC.

The management believes the immense potential of the PRC and
overseas digital markets will bring to the Group tremendous
business opportunities and provide a favorable environment to
the medium and long term growth of the Group. The
management is confident that the Group’s investment strategy
is in the right direction and expects to bring better results for

the Group in the coming years.

The Group generally finances its operations with internally
generated resources and banking facilities granted by its principal
bankers in Hong Kong. At 31st March, 2003, the Group had a
gearing ratio of 44% (calculated on the basis of the Group’s
bank borrowings over shareholders’ fund). The Group also
maintained a healthy cash position, cash and bank balances
increased to HK$39,144,000 (2002: HK$11,472,000),

representing an increase of 241% over that of last year.
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The Group adopts a conservative treasury policy with all sales
and purchase transactions and bank borrowings are primarily
denominated in either Hong Kong Dollars, United State Dollars,
or in the local currencies of the operating subsidiaries, the risk

of foreign exchange fluctuations is minimal.

On 17th October, 2002, the Company issued 117,800,000 new
shares of the Company at a price of HK$0.20 per share through
a placement and subscription agreement, representing
approximately 20% of the issued share capital of the Company
of 589,257,804 shares at that date. Details of the transaction
were disclosed in the announcement of the Company on 4th
October, 2002.

The total staff cost incurred for the year including directors’
emoluments amounted to HK$92 million (2002: HK$200 million).
The decrease was due to the disposal of the Group’s printing
and publishing business in July 2002. The number of staff was
approximately 211 as at the reporting date. All employees were
under the remuneration policy of fixed monthly salary with
commission and discretionary bonus.

On 22nd April, 2003, the Company issued 141,400,000 new
shares of the Company at a price of HK$0.18 per share, which
representing a discount of 10% to the closing price quoted on
9th April, 2003. The proceeds were proposed to be used to set
up a research and development centre in the PRC to develop
new products and as to approximately HK$15 million as general

working capital of the Group.

On behalf of the board of the Directors, | would like to express
my sincere gratitude to our management team and employees
for their dedication and efforts. | would also like to express our
appreciation to our valued customers, business associates and
shareholders for their continued support.
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