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BUSINESS REVIEW

EAPBREFE  SEEXHER1,355600,000
BT BEFEH 1,147,600,000 B - EFH
18.1 % - EXFENHHEEREHREAEIRE
BEREREREAH FEAKEHRS
102,800,000 T & &EF - B E F &7
42,400,000 7T @+ EFH142.6% ° EE M F
HEFI7%LAZESE7 4% EAFEEEN
B

BEXRERHFER  HEMEFERNTR
TEZEWUNER - ERFHUNTERET
BESBUB W T MIMRER  NELEBHEX  SK
BREANCREFERERE - BURE  TREHER
SEREARX LEFEE - MERMEENT
SR RNELRRBENERMERK -

In this fiscal year, turnover of the Group was HK$1,355.6
million, representing an increase of 18.1% as compared
with the corresponding period last year of HK$1,147.6
million. The continuous growth of turnover was mainly
due to the promising performance of the Group’s major
operations with steady rise. Operating profit for the year
amounted to HK$102.8 million with an increase of
142.6% as compared with last year of HK$42.4 million,
and the recurring net profit increased from 3.7% to 7.4%
which basically tally with the Group's objective.

Along with the gradual recovery of the global economy,
the demand for consumer electronic products has
increased slightly. Under the market environment with
keen competition, each SBU has made unremitting efforts
to expand business and improve operational efficiency,
thereby increasing the profit of the Group as compared
with that of last year. Such good result was attributable
to the stringent cost control, appropriate market strategy,
and consequently the Group's solid foundation.
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Analysis of Turnover by Principal Activity
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BUSINESS REVIEW (Continued)
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Electronic Dictionary

Electronic Dictionary business remains the core operation
of the Group. Through years of effort, the SBU has
established a firm foundation in both Asian and overseas
markets, and has become the largest producer of electronic
dictionary in the world. The Group produced electronic
dictionary with over 20 different languages, and has
also possesed particular advantage in the manufacturing
of medium- to high-range electronic dictionary products.
As a result, the business of overseas market last year was

registered with satisfying performance.

Nevertheless, the competition remained keen in the
electronic dictionary market, especially in Mainland China.
The advent of price-war between competitors has worsened
the selling environment, resulting in continued depression
of price and declining profit margin. What was worse, the
outbreak of Severe Acute Respiratory Syndrome (SARS)
during the first quarter in this fiscal year had dampened
business turnover further. However, with the Group's
professional knowledge and extensive industry experience,
the results had gradually improved and stabilized along
with the subsidence of SARS through the cooperation with
a reputable English-learning institution to launch a series
of quality electronic dictionaries with learning functions.

The electronic dictionary market nowadays has
developed into the stage that only the stronger ones
survive. However, with the excellent R&D capability,
attitude of ever-improving and professional product
design, it is believed that the Group would further
strengthen its leading position in the market.

Smartphone

To keep abreast of the latest market trend, the SBU has
shifted its operation focus from developing PDA in the
past to high quality smartphone presently. In view of the
business results of this year, the Group has made a
good start. As the smartphone business has gradually
dominated the business, the name of the SBU was
changed to “Smartphone” correspondingly.
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HHREFH (] Smartphone (Continued)
EEFNAEEELEBUPAMBRIERGERTE In September, the Group launched its first self-developed
MBEETHBBEERFHE GI18 BEmBSEZH smartphone G18 with Palm operating system, which was
o ERSIEEMEENSERIRER K well received in the market. This also aroused the
MESEEMBEEFRAIACESANS AR attention and interest of the telecommunication service
Y BEHEERREMUIITSTE TR providers, which in turn reflected the Group's success in
ENEL - T8 SEEZIMREEFHNE the start-up of the smartphone business. As a result, the
Ko DEREEREPDANER  BOIREBEE Group gains confidence to expand into other markets
Mo WEWHER - beyond Asia. Nevertheless, the Group would still remain
its focus on developing PDA, in order to produce
customized products to fulfill the needs of the market.
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Analysis of Turnover by Geographical Market
F 3 Middle East 0.2%

B hE FBERI

Hong Kong The People’s Republic of Ching,

10.1% other than Hong Kong 12.9%
B o

BXUM  Europe 2.3%

it = M
North America 3.6%

HMEMNmHE (BHEBAX)
Other Asian markets,
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BUSINESS REVIEW (Continued)

R# st £ & (ODM)

FEH R EE (ODM) MEBEAF R FE RS
THNER  LERBATS  FETAHE
EETAENEEREFHEENGERE <
EFUAEEEARL  BEREZWIE  EX
NRREEZFHODMEBNAZIRBER
o BRItz ARERNSEEMNER - O
BORALENE  BRBENEEEER NG
RAZEHE  BREXFEAFEERGEENEN
RH

B E

ODM

The ODM operation reported a remarkable increase in
sales performance in this fiscal year, especially in the
Japanese market. Our encouraging results were
attributable to the close and interactive cooperation
between the Group and its customers, which made the
customers more confident on the Group and resulted in
more orders. This fully reflected the major customers’
recognition and satisfaction to the Group. Besides, the
implementation of various effective measures such as
enhancing operational efficiency, stringent quality and
cost control had also contributed to the remarkable
growth in sales turnover.

OUTLOOK
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It is envisaged that economic development in Hong
Kong and Mainland China as well as Pacific Asian
would be fuelled after Hong Kong's entering into Closer
Economic Partnership Agreement (CEPA) with Mainland
China. The economy will rebound from the worst
situation after the SARS outbreak, thereby enhancing
the customers’ spending power. To grasp this
opportunity, the Group will hence place more resources
in technology research to enhance competitiveness. It
is hoped that new business scope will be explored and
more new businesses will be created. Furthermore, the
Group will continue to maintain a closer cooperation
with the suppliers, so as to provide high quality and
value for money products to users and customers. The
Group will also devote its effort to satisfy the every
need of different customers, promoting the image of
the Group.
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Electronic Dictionary

As aforementioned, the competition in the electronic
dictionary market tends to become more intensified.
However, the Group is optimistic to the prospect with
our well-established brand name, the advantage in
producing medium- and high-range products and in
the overseas market, as well as the addition of
innovative technology and features to the electronic

dictionary.

Regarding to the market in
Mainland China, the Group
will adopt a relatively
conservative strategy under
various uncertain factors.
The investment in the
promotion in Mainland
China market will be
reduced. As the Group fully
recognized the importance
of the quality of products,
resources will be placed on
R&D continuously to manufacture new products with
value-for-money features and improve current developing
techniques. Moreover, the Group will continue to seek
cooperation with other reputable English-learning
institutions to convert traditional electronic dictionary into
diverse learning devices, with an aim to maintain its
market share and strengthen its leading position, and to
make continuous solid contribution to the Group's result
in terms of growth and profits.
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Smartphone

Looking ahead, it is expected that there is vast room for
development and that an increase in the performance
will be achieved as compared to previous year. To avoid
taking the risk of single market, the Group will dedicate
to explore new markets and provide high quality products
to local telecommunication service providers and well-
known mobile phone producers in order to access to
overseas market. By so doing, more income will be
generated from different markets. Besides, the Group
will devote its effort to develop new and high quality
products such as adding to smartphone with more
multimedia features, and propose various solutions for
customers in different regions to provide them with the
most suitable products with specialized features that fit
in with market development. The plan of launching our
new smartphone model in the second half of the year is
expected to bring new contribution to the business, such
that the SBU will remain ongoing stable development
under the vigorous competition in the market.

ODM

The SBU will keep focusing on providing customers with
quality products, comprehensive services and efficient
project management to achieve greater customers’ trust
and satisfaction. In order to improve products quality,
we will enhance R&D capability and provide more R&D
services. Besides working closely with our existing
customers, we will also form strategic alliances with
other well-known strategic customers so as to broaden
our customer base with an aim to achieve appropriate
balance. In spite of the unstable supply of components
in the world that may erode the profit margin in the
coming year, we believe that certain increase in sales
performance will be obtained by applying appropriate

strategy on component purchasing.



48 4t

T =]

CONCLUSION
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As the economy has recovered gradually and the Asian
economy remained stable, the Group is optimistic to the
business prospect. The Group will increase its effort to
develop and launch high value-added products, enhance
service standard and reinforce cost control. Emphasis
on exploring new businesses will also be made to
broaden sales network. Therefore, the Group not only
expects a desirable result in the Pacific-Asia, but also
an exploration to the European market that takes a major
step towards the development of the Group's business.
In conclusion, the Group remains confident in the
business performance in the year ahead.

DIVIDEND
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The Directors propose a final dividend of HK3.0 cents
per share in respect of the year ended 31st March,
2004 (2003: HK1.5 cents), payable on or about 3rd

KETEINR-_ZZENFENATNBZRREM September, 2004 to shareholders whose names appear
E2ZRE - on the Register of Members on 18th August, 2004.
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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, 14th July, 2004



