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BUSINESS REVIEW AND OUTLOOK

The Group has successfully accomplished our two years plan
to transform from an audio products manufacturing specialist
to an expert in producing digital video products such as DVD
players, MP3 players, satellite receivers, internet set-top boxes,
video phones etc. Major capital expenditures have been
invested in the construction of new factory buildings, a staff
dormitory and the addition of automated machinery in the
last two years. More than HK$100 million has been spent each
year for the last two years ended 31 March 2002.The resulting
production facilities equip the Group with the ability and
capacity to handle the increase in demand expected in digital
products for the next few years.

The Group's competencies have been strengthened through
the earlier research and development of digital products. Our
product and engineering departments in Hong Kong, Shenzhen
and Dongguan work very closely with solution providers and
component suppliers. As such, Tonic is committed to
manufacturing competitive products with total quality and
reliability, superb features and a trendy outlook. The
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investments have started to make positive contribution during
the Year, with approximately 50% of the Group's sales coming
from the digital and related businesses, demonstrating the
growing market and tremendous popularity of these products.
We are pleased to see the significant growth in turnover and
profit this Year.

We are pleased to see the encouraging growth in the business
of the Home Appliance Division. The division concentrates on
developing high end and unique home appliance products
including steam stations, air purifiers, wine cellars, espresso/
cappuccino makers etc. After several years of business
experience with OEM/ODM customers, the home appliance
division is now in the process of developing its own brand
name products. During the Year, two marketing offices were
opened, one in Japan and the other in the United States.
Talented marketing people have been recruited to commence
the promotion of new products directly to retail outlets. We
anticipate a continuous increase in business in the coming years
as the two new marketing offices become fully operational.
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Looking ahead in 2003, the market environment will remain
difficult. Affected by the geopolitical events earlier this year,
consumers are more cautious in their spending. The effect of
SARS and the subsequent travel restrictions have also delayed
the conclusion of business deals for the second quarter to a
certain extent. However we are delighted to see that consumer
demand has rapidly picked up in recent months. While the
overall global economy is still uncertain we are confident that
demand for consumer electronics will remain strong in the next
few years, in particular when most analogue products are going
through a transition to digital products. In view of the
competitive prices at which these products are available, they
have become items of necessity, being least affected by any
downturns in the economy. Research has shown that there
will be at least 10% growth per year in demand for digital
products over the next few years. As we have enhanced our
production facilities in terms of product development,
production ability and capacity, we are confident that the
Group will achieve sustained growth.

FINAL DIVIDEND

The Board has recommended the payment of a final dividend
of HK1.5 cents for the Year (2002: HK0.5 cent) per share.Together
with the interim dividend of HK1 cent per share paid on 8
January 2003, total dividend for the Year will amount to HK2.5
cents per share. Subject to the approval of the Company’s
members at the forthcoming Annual General Meeting, the final
dividend will be paid on or before 7 October 2003 to the
registered shareholders.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from
16 September 2003 to 18 September 2003, both days inclusive,
during which period no transfer of shares will be effected. All
transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s Share Registrar
in Hong Kong. Tengis Limited at G/F, Bank of East Asia Harbour
View Centre, 56 Gloucester Road, Wanchai, Hong Kong not later
than 4:30 p.m., on 15 September 2003 in order to qualify for
the proposed final dividend.
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APPRECIATION

On behalf of the Group, | would like to extend my ongoing
gratitude to our customers and business partners for their
continuous co-operation and support for the Group. | would
also like to thank my fellow board members for the many
contributions they have made to the Company, and my
colleagues for their efforts and hard work over the past year.
Their excellent work has contributed significantly to the Group's
favorable results achievements. In the future, we will remain
focused and committed to bringing in better returns for our

investors.

LING Siu Man, Simon
Chairman & Managing Director

Hong Kong
22 July 2003
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