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HAIRMAN’S STATEMENT

RESULTS AND DIVIDENDS

For the year ended 30th June 2003, Ngai Hing Hong Company Limited (the
“Company”) and its subsidiaries (collectively referred to as the "Group”) recorded
an audited consolidated turnover of HK$874,976,000 (2002: HK$747,281,000) and
profit attributable to shareholders of HK$40,462,000 (2002: HK$38,408,000).
Earnings per share for the year amounted to HK13.49 cents (2002: HK12.80 cents).
The Board has recommended a final dividend of HK5.0 cents (2002: HK5.0 cents)
per share. Together with the interim dividend of HK3.0 cents (2002: HK2.0 cents)
per share, total dividend payment for the year under review will amount to HK8.0

cents (2002: HK7.0 cents) per share.

BUSINESS REVIEW

The Group managed to overcome many challenges and achieved positive
development in 2002/03. Though the global economic slowdown lingered in the
first-half of the year, there were growing signs of increasing in demand for plastics
from around the world in the aftermath of the 911 terrorist attacks, which helped
to drive in the Group's business. Results in the first-half of the year therefore
outperformed that of the previous first-half year. The Group, however, experienced a
decline in profit in the second-half as compared with the same period last year due
to the negative impact of the war in Iraq and the outbreak of Severe Acute
Respiratory Syndrome (“SARS™). Despite such turmoil, the Group managed to
record improved results as compared to last year, with turnover and profit increasing
by 17.1% and 5.3% respectively. The improvement in overall performance was
attributable to the efforts of its determined management team, solid business

foundations and flexible business strategies.
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The Group has increased its emphasis on developing the manufacturing business
with high profit margins in recent years. The colourants and engineering plastics
manufacturing segment saw favourable market demand during the first-half of the
year under review, resulting in significant increase in turnover in this business
segment. The Group’s tailor-made and cost-effective engineering plastics, which have
persistently been gaining popularity in the market, also drove continuing growth in

turnover in this business segment in the second-half of the year under review.

Capitalising on the Group’s extensive experience in the colourants business, it
developed colourants applications and techniques in the production of construction
materials, to strengthen its marketing edge. The Group has also cooperated with
building materials companies in the People’s Republic of China (the “PRC") for the
provision of the colourants application and techniques, thereby extending its existing
customers base to the construction sector and providing additional source of

revenue for the Group.

With regard to the plastics trading business, revenues began to generate from
southern China after the Group developed new customer networks, with the
establishment of Ngai Hing (GZFTZ) Trading Co., Ltd. in the Guangzhou Free Trade
Zone in May 2002.

In the latter half of the reporting year, the war in Irag and the SARS outbreak in the
PRC and Hong Kong adversely affected both economies, resulting in a downturn in
the trading business, due to the extremely cautious ordering approach adopted by
customers during the period. In view of this gloomy market environment, strategic
measures were adopted and plastic products were made available at highly
competitive prices. As a result, the sales of these products performed well in the
market. While the gross profit margin of the trading business declined, the Group
still achieved double-digit percentage growth in turnover during the year under

review.
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HAIRMAN’S STATEMENT

During the year under review, the Group commenced operations of its three new
plants in Qingdao, Shanghai and Hong Kong, which greatly enhanced the Group’s
production capacities. In the meantime, the Group is in the course of consolidating

its internal operations to achieve cost efficiencies in production.

The Group also continues to exercise stringent cost control measures to reduce
finance costs. At the same time, in recognition of its efforts and achievements,
Dongguan Ngai Hing Plastic Materials Ltd., a subsidiary of the Group, received
accreditation as a Hi-tech Enterprise from the PRC Government in May last year.
This accomplishment not only highlighted its advanced production equipment,
innovative technology and professional operations, but also entitling the Group to

apply for many tax exemptions, in turn greatly reducing its taxation charges.

PROSPECTS

With strong confidence in the prospects of the PRC market, the Group has planned
to expand its trading business in the PRC. Following its success in the Guangzhou
Free Trade Zone, the Group has decided to set up more representative offices in

major cities in the PRC.

Specialists with extensive industry and technical knowledge have joined the Group,
strengthening its research and development capabilities. This move will help the
Group to develop more new and improved products, increase its product range and

raise its competitive edge in the industry.

The future appears increasingly promising for the PRC, especially with its accession
to the World Trade Organization and the recent signing of the Closer Economic
Partnership Arrangement (CEPA). These factors are creating a more favourable
business environment. The Group commenced the operation of its plant in Hong
Kong this year, enabling it to take advantage of these emerging opportunities. The
Group is poised to capture the many opportunities in future as it continues to
provide quality products and value-added services to its customers and | am

confident that the Group will attain new heights of excellence in future.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group generally finances its operations with internally generated cashflow and
banking facilities provided by its principal bankers. As at 30th June 2003, the Group
has available aggregate bank loan facilities of approximately HK$160,229,000, of
which HK$87,031,000 have been utilised and were secured by corporate guarantee
issued by the Company and legal charges on certain leasehold land and buildings in
the PRC and Hong Kong owned by the Group (see note || to the accounts). The
Group's cash and bank balances and short term bank deposits as at 30th June 2003
amounted to approximately HK$63,995,000. The Group's gearing ratio as at 30th
June 2003 was approximately 36 per cent., based on the total bank borrowings of
approximately HK$87,031,000, together with obligations under finance leases of
HK$ 17,738,000 and the shareholders' funds of approximately HK$290,722,000. As
the Group's borrowings and cash balances are primarily denominated in Hong Kong

dollars, the Group has no significant exposure to foreign currency fluctuations.

Details of the Group’s capital commitments and the Company's contingent liabilities

are disclosed in notes 20 and 21| to the accounts respectively.

EMPLOYEE INFORMATION

As at 30th June 2003, the Group employed a total of 800 full-time employees. The
Group's emolument policies are formulated on the performance of individual
employees and are reviewed annually. The Group has an incentive scheme which is
geared to the profit of the Group and the performance of its employees, as an
incentive to motivate its employees to increase their contribution to the Group. The
Group also provides social and medical insurance coverage, and provident fund
scheme (as the case may be) to its employees depending on the location of such

employees.
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APPRECIATION

I'would like to conclude this Statement by thanking the Group's suppliers, customers
and shareholders for their excellent support, my fellow directors, the Group's
executives, management and all of the staff for their outstanding performance and

contributions during such challenging year.

HUI Sai Chung

Chairman

Hong Kong,
8th October 2003
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