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BUSINESS REVIEW

During the current year, the uncertain economic and political atmosphere
in various parts of the world had led to the sluggish demand for electronic
and telecommunication products. Most printed circuit boards (“PCB")
manufacturers operated their plants at an average utilization rate of less than
70%. There was keen competition in the PCB industry and the PCB selling
price was continuously driven downwards. As compared to last year, the

average selling price for PCB sold by the Group was reduced by |0%.

Despite the fall in the average PCB selling price, the Group’s turnover
for the current year jumped by 31% to HK$237,840,000 as a result of
the increase in both the PCB sales volume and the sales mix of multi-
layer PCB. The PCB sales volume increased by 47% while the proportion
of multi-layer PCB sold in terms of dollar value increased from 54% to
62%. The Group’s strong customer base, especially in Finland and Japan,
along with the fast-growing market in Mainland China provided a favourable
environment for the growth in sales but they could not be realized during
the current year without the Group’s new PCB plant in Huizhou, Mainland

China.

The Group has invested about HK$90 million in advanced machinery and
equipment for the new PCB plant in Huizhou, Mainland China since last year.
The Group's new PCB plant has been deployed for mass production of more
delicate multi-layer PCB and has begun to bear fruit since July 2002. During
the current year, all the Group’s PCB plants were operated at an average

utilization rate of about 80%.

Although the average PCB selling price was reduced during the current year,
the Group could still achieve the gross profit margin at about |3.7% which
was |.4% higher than last year. The achievement was mainly resulted from
negotiating with existing suppliers for lower raw material purchase cost on
the one hand and increasing the sales mix of multi-layer PCB with comparatively

higher gross profit margin on the other hand.

During the current year, the Group’s administrative expenses decreased sharply
by about 26% primarily because of the various measures taken since October

2001 to streamline the human resources and to control the staff cost.
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FINANCIAL REVIEW

As at 3| March 2003, the Group's gearing ratio (i.e. the ratio of total liabilities
to shareholders’ fund) was 0.82 times (2002: 0.85 times) while the Group's
current ratio was 0.95 times (2002: 0.8! times). The high gearing ratio and
the low current ratio was primarily resulted from the purchase of machinery
and equipment for the Group’s new PCB plant together with the associated
financing arrangement. As the Group can generate net cash inflow from
operating activities, these financial ratios will be improved during the year

ahead.

As at 31 March 2003, 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 are all located in Mainland
China and the exchange rate of Renminbi remains fairly stable. Hence, the
group'’s net exposure to fluctuation in exchange rates is insignificant and no

foreign currency hedging tool is adopted.

As at 31 March 2003, the total outstanding balances of the finance lease
and hire purchase contracts along with other loans amounted to
HK$23,908,000 (2002: HK$44,941,000) out of which HK$19,724,000 (2002:
HK$21,018000) were repayable within the next |12 months. They were
either denominated in HK$ or US$, originally repayable monthly over 3
years and subjected to floating interest rates. The Group does not adopt
any interest rate hedging tool for these borrowings because the low interest
rate environment is likely to persist in the foreseeable future. Certain
machinery and equipment of the Group with a net book value as at 31
March 2003 of HK$59,305,000 (2002: HK$71,045,000) were pledged to

secure these borrowings.
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OUTLOOK

The year ahead should remain a challenging year. Under the prevalent business
strategy to solicit new orders using lower selling price by most PCB
manufacturers for the time being, the Group definitely cannot ignore this
market phenomenon. However, the Group has planned to alleviate the impact
of the low PCB selling price and to strengthen its market place in the PCB

industry by means of the following business strategies.

The Group's new PCB plant has provided a solid foundation for the production
of delicate multi-layer PCB. The Group will continue to invest in advanced
machinery and equipment on a gradual basis so as to improve its PCB
production capability and capacity. The Group does not intend to compete
in high volume business with low profit margin. Instead, the Group wants
to obtain high quality business requiring more technological know-how in

the manufacture of PCB but with good profit margin.

Mainland China has become a place with high economic growth rate. Many
multinational corporations already have and will continue to set up production
bases there. Besides, the local corporations in Mainland China are growing
fast also. The Group will continue to take advantage of its PCB manufacturing
experience and establishment in Mainland China to sell PCB to these
multinational and local corporations in Mainland China through its existing

strong customer base and business network.

Customers engaging in telecommunication products took the lion's share (about
50%) of the Group’s PCB sales during the current year. In order to diversify
the business risk of relying heavily on a single industry, the Group has already
begun manufacturing PCB for customers engaging in automobile which has
more stable worldwide demand. Although the PCB for automobile requires
extremely high quality and reliability, it will be rewarded with good profit

margin.

Barring any unforeseen circumstance, the Board is cautiously optimistic about

the results of the Group in the year ahead.
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