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BUSINESS REVIEW

For the six months ended 31 March 2004, the Group’s turnover was
approximately HKS104 million, an increase of 32% over the same
period last year. Unaudited net profit amounted to approximately
HKS28.7 million, an increase of 145% over the same period last year.

The Group continued to develop new products and product lines
with favorable results. Strong market acceptance of the Group$
products resulted in the Group’s turnover and net profit for the period
under review to increase considerably. The opening of a new sales
representative office in Malaysia also impacted positively on the Group$
turnover. It is expected that the new sales office will enable the
Group to capture a wider market, thereby penetrating such market

for both new customers and new products.

The Group maintained its cooperative efforts with several well-known
Japanese and European consumer electronics brand name owners
as their strategic international OEM manufacturers. The Group will
continue to broaden its customer base and to promote its products
globally. The Group was successful in attracting a new European
brand name in the second half of fiscal 2004, the result of which will
be seen in the second half of the fiscal period.

Prices of raw materials increased significantly during the six months
under review as the prices in copper and plastic resin markets
continued to rise. However, the Group was able to manage its
inventory by procuring large volumes prior to the rise to compensate

for such increased costs.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group generally finances its operations with internally generated
cash flows. For the six months ended 31 March 2004, the Group
generated net cash inflows from operating activities of approximately
HKS43.5 million (2003: HK$22.4 million). As at 31 March 2004, the
Group had cash and cash equivalents of approximately HKS$48.7
million (30 September 2003: HKS36.0 million), and no bank loans
was outstanding (30 September 2003: HKS65,000).

The financial gearing ratio of the Group as at 31 March 2004, based
on the total borrowings to the shareholderss equity was 0.3% as
compared to 0.4% at 30 September 2003.

As most of the Group’s monetary assets are mainly denominated in
Hong Kong dollars and United States dollars with minimal balances
in Singapore dollars and taking into account the fact that the Hong
Kong dollar is pegged against the United States dollar, the exchange
rate risk of the Group was considered to be minimal. Thus, no hedging
strategy was adopted by the Group.

TREASURY INVESTMENT ACTIVITIES

As at 31 March 2004, the Group had short-term investments of
approximately HKS10.8 million (30 September 2003: HKS 14.4 million)
and long-term investments of approximately HKS198 million (30
September 2003: HKS 147 million) in certain equity and debt securities
with favourable investment credit ratings. These investments are of
high liquidity as there exist an efficient secondary market for these
high credit rating bonds.

As at 31 March 2004, the Group’s available balance of cash and cash
equivalents together with short term investments amounted to
approximately HKS59 million (30 September 2003: HKS50 million),
representing total liquid funds of HKS1.16 per share of the Company.
The Group continues to actively seek investment opportunities and
will utilize these liquid funds available to maximize the return of the
Company’s shareholders.
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CAPITAL STRUCTURE

On 7 October 2003, the Company and Bright Asia Holdings Limited
(“BAHL"), a substantial shareholder of the Company, entered into a
subscription agreement (the “Subscription Agreement”). Pursuant to
the Subscription Agreement, the Company agreed to allot and issue,
and BAHL agreed to subscribe 5,200,000 shares of the Company of
HKS0.50 each in the share capital of the Company at a subscription
price of HK$2.65 per share. The subscription of shares resulted in the
issue of 5,200,000 ordinary shares of the Company, and new share
capital of HKS2,600,000 and share premium of HKS11,180,000
(before issue expenses).

NUMBER AND REMUNERATION OF EMPLOYEES

The number and remuneration of employees of the Group had not
changed materially from the information disclosed in the published
annual report for the year ended 30 September 2003.

OUTLOOK

Due to the quick rise in copper and plastic resin prices over the
Period, the electronics market as a whole experienced pressure on
product costs. Although material prices has now plateau, it is expected
that the effects of the rapid rise will be duly felt in the second half of
fiscal 2004's gross profit.

The Flexible Flat Cable (“FFC") division continues to represent a
negligible portion of the Groups turnover. The FFC market is currently
a highly competitive market while our division remains in its infancy
stage. At this point, the Group believes that it will take another 2 to
3 years for the division to achieve maturity.

The new proposed Luo Ding factory is coming together as the land
use rights to the land in the area has been acquired and the Group
is in the midst of construction planning. Expected completion date

of Phase | of the new factory will be in early 2005.

Although the Group expects to face strong product cost pressures in
the second half of fiscal 2004, the Group remains conservatively

optimistic in our turnover and profit for the fiscal period.
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