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BUSINESS REVIEW

Over the past year the Group focused

its efforts on enhancing its operational
efficiency and profitability. For the
financial year ended 31st March,
2003, turnover of the Group was
HK$1,147.6 million representing an
increase of 17.4% as compared with
the corresponding period last year of
HK$977.8 million. The healthy growth
in turnover was mainly attributable to
the promising performance of the
Group's three major operations. Profit
for the year amounted to HK$43.1
million as compared with loss of
HK$98.1 million previous year. It is
noted that the Group's profit growth
for the year under review met what
was expected and the performance of

cashflow was satisfactory.
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Last year was a year full of challenges to consumer
electronics industry. Economic globalization and
shortened product life cycles further intensified the market
competition. Under the backdrop of the sluggish market,
the Group was steadfast in value adding and
progression. The Group continued to enhance its existing
product technology while at the same time stepping up
its efforts in exploring and developing new technology.
In December 2002, the Group formed technology
partnership with PalmSource, Inc. to develop Chinese
Palm OS-based Smartphone. During the year under
review, research and development (“R&D”) spending
amounted to HK$60 million was made by the Group to
acquire first-hand product knowledge and undertake
technological upgrading. By so doing, new products
could be produced more effectively, thereby increasing
their competitiveness.

As for marketing and sales, the Group invested HK$70
million in advertising and expanding its sales network

last year. Such efforts led to higher brand awareness

and product recognition.
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Electronic dictionaries

Electronic dictionaries business remains the major product
line to the Group. After years of efforts, the Group's
products were highly recognized in the Asian markets,
particularly in Singapore, Malaysia and Thailand,
resulting in satisfactory growth in the number of orders.
Ease of tension in the Middle East would favour the
Group's overseas market development with long-term
positive effects. Despite the vigorous competition in the
Mainland market, steady improvement has still been seen
in the Group's sales volume. This was attributable to the
aggressive efforts exerted by the Group for the
establishment and expansion of sales outlets network
throughout China.

PDA

As predicted, the market demand for the PDA products
was still soft. This was mainly caused by the shrinking
of the PDA giftware market. The PDA market has now
changed to two folds: user market and vertical market.
In order to keep abreast of the latest market trend, more
resources were placed by the Group to develop unique

products to cater for the needs of these markets.

In the area of wireless communication business, products
with wireless communication functions are believed to
be the leading product in the PDA market. Great efforts
made on the related product and technology development
by the Group last year began to bear fruit.

ODM

As a result of intensive consolidation and effective cost
control, the ODM business has recorded a satisfactory
growth in sales volume and operating profit as compared
with previous year. During the year under review, greater
emphasis was placed on strategic co-operation with
major customers and high valve-added business with a
very cautious approach in new business development
by the ODM team, cementing a solid base for the

operation enhancement and revenue generation.
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The attack of Severe Acute Respiratory Syndrome
("SARS") during the first quarter this year hindered the
sales. Asian-Pacific economy, particularly Mainland
China economy, worsened amid SARS panic. Significant
drop was recorded in the Group’s domestic sales volume.
Moving to the second quarter, sales has gradually
improved. It is hoped that Mainland China, Hong Kong
and Taiwan market will become prosperous in the
upcoming peak season. In June, Hong Kong entered
into Closer Economic Partnership Agreement (“CEPA”")
with the Mainland, pursuant to which, trade between
Hong Kong and Mainland China can be reinforced.
CEPA signing will undoubtedly stimulate the local
economy, thereby revitalizing the stagnant market. This
in turn is beneficial to the Group's business.

Looking ahead, the Group will continue to make
investment in three main operations, especially in the
areas of new product R&D with business partners and
overseas market penetration so as to widen the customer
base and develop new business.
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Electronic dictionaries

The Group will endeavor to develop new products for
the overseas markets and realize the high growth
potential, creating by the upturn of the Middle East
market after the Iraqg War. It is expected that competition
will remain keen in the Mainland market. The Group
will focus on adding to the products more value-for-
money features such as photo download and MP3. Also,
the Group will work closely with certain reputable
Chinese education and training institutions to introduce
new language learning functions to electronic
dictionaries. Traditional electronic dictionaries are in
the process of evolving into multi-purpose electronic
devices with integrated functions of learning and
entertainment. Launch of such advanced products in the
market enables the Group to further expand its market
presence and leverage on the advantages of emerging
business opportunities.

PDA

As aforementioned, the PDA market has continued to
slow down. The Group believes that the demand of PDA
products is mainly derived from user market and vertical
market. Thus, particular emphasis will be placed by the
Group to broaden the customer base by capturing a
higher proportion of the domestic vertical market. More
opportunities will be created for the PDA business.

On the marketing side, the Group will introduce its first
Smartphone this year. Upon launching the Palm OS-
based Smartphone into the Mainland China, Hong Kong,
Western, as well as Asian markets, better returns to the
PDA business can be generated.

ODM

Concerning ODM business, the Group is actively
broadening its customer base and seeking opportunities
to cooperate with other strategic partners. It is the
intention of the Group to have closely working
relationship with customers in Europe by opening up the
European market. The Group is committed to enhance
the R&D capability and new manufacturing technology
to differentiate its service, as well as continuous cost
reduction, to obtain maximum satisfaction by customers.
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CONCLUSION
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Recovery of global economy and Asian-Pacific economy
cannot take place in a shortterm. However, the
management believes that ongoing stable economic
conditions will give further boost to the Group's
performance. By maintaining its competitive edge,
including building up of strong product R&D capability,
enriching market experience and broadening sales
network, together with staff’s dedication and team work,
business partners’ and bankers’ continuing support, the
Group's performance and profitability will be further
enhanced. With all these factors, the Group remains
optimistic of the business performance in the year ahead.
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The Directors propose a final dividend of HK1.5 cents
per share in respect of the year ended 31st March,
2003 (2002: nil), payable on or about 3rd September,
2003 to shareholders whose names appear on the
Register of Members on 18th August, 2003.

APPRECIATION
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On behalf of the Board of Directors, | wish to thank our
shareholders, customers, suppliers and bankers for their
continuing support to the Group and to extend my
appreciation to all members of staff for their dedication

and contribution throughout the year.

By order of the Board
Tam Wai Ho, Samson
Chairman

Hong Kong, 15th July, 2003



