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OPERATIONAL REVIEW

The year 2003 was another challenging year for the Group.
Confronted with a lethargic macroeconomic environment
and as further aggravated by the emanating outbreak of
SARS (Severe Acute Respiratory Syndrome) during the first
half of the financial year under review, which hampered the
consumer confidence and business sentiments in the retail
market generally, the demands for packaging materials,
paper gift and promotional items was temporarily
suppressed. The said temporary adverse effect has
nevertheness an exaggerated impact on the Group's
operating performance for the year. Further, the profit margin
of the Company’s business is generally pressurized as a
result of the competitive pricing adopted and sharp
increases in production costs (particularly in relation to the
considerable rises in paper cost and other operating charges
resulting from unfavorable oil price fluctuations) during the
year under review.

During the year, the Group recorded an operating loss of
approximately HK$18,880,000.

Packaging Printing Business

Under the said sluggish consumer market and intensifying
price competitions from its printing fraternities in Hong Kong
and the Mainland China, during the year under review, the
packaging printing business recorded a turnover of
approximately HK$75,606,000, which accounted for
approximately 52% of the Group's total turnover,
representing a decrease of approximately 20% over prior

year.

Notwithstanding the aforesaid unfavourable fluctuation in
divisional sales, through the Group’s competitive marketing
efforts, the Group has successfully secured new packaging
printing projects from a broad spectrum of industries
(especially in respect of fast-moving consumer products
such as wine, liqguor and foodstuff, etc).
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To meet the expected long-term growing customers’
demands for product quality and delivery, during the year,
the Group proactively expanded its packaging printing, label
and lenticular printing capabilities by investing approximately
HK$12 million in machineries such as brand-new 5-colour
printing press and 6-colour UV letter press label printing
machine, etc. In this connection, the production capacity in
the Group’s production facilities in Shajing, Shenzhen, will
be increased accordingly on completion of its instalation.

Paper Gift Business

The paper gift division recorded a turnover of approximately
HK$29,660,000, which accounted for approximately 20%
of the Group’s total turnover, representing a decrease of
approximately 4% over prior year.

Promotional Items Business

The Group has consistently implemented its strategy of
diversifying its product offering whereas sales of new
lenticular plastic products,
promotional items and label printing products have
experienced considerable sales growth. The turnover of

products such as new

promotional items division amounted to approximately
HK$40,973,000, accounted for approximately 28% of the
Group's turnover, representing an increase of approximately
32% over corresponding period in last year.

EFFECT OF DEFERRED TAX

In prior years, deferred taxation was accounted for only in
respect of taxation effect arising from all material timing
differences between the accounting and tax treatment of
income and expenditure, which were expected with
reasonable probability to crystallize in the foreseeable future.
Following the adoption of revised Statement of Standard
Accounting Practice as set out in note 1 to the financial
statements, which requires full recognition or provision of
deferred tax assets or liabilities for all temporary differences,
accordingly the Group's deferred tax charge for the year,
which was principally arising from the Group's accelerated
tax depreciation, was substantially increased from
approximately HK$1,730,000 in last year to approximately

HK$4,940,000 this year.
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BUSINESS OUTLOOK

Looking ahead in the forthcoming financial year and with
the distinctive revival in consumer confidence in the
domestic retail market resulting from the prevailing favorable
“Closer Economic
and the
continuous economic growth in China (especially following

economic policies (such as the

Partnership Arrangement” and “Solotour”)
its gradual accession into World Trade Organization and
successful bidding for the hosting of 2008 Olympic Games),
we believe the demands for packaging printing, paper gift
and promotional item products in Hong Kong and China will
significantly be resurgent in the forthcoming years. Although
the price fluctuations in major raw materials and the
implementation of macroeconomic austerity program in
China will continuously be the challenges affecting the
profitability of the domestic printing industry generally, with
the Group’'s established reputation and commitment in
product quality, the Group is optimistic that it will resume
to its track of profitability in the near future.

APPRECIATIONS

Finally, | give my sincerest thanks to my fellow directors
and our colleagues for their unwavering dedications and
significant contributions rendered under such extremely
difficult market condition. | am confident that their endeavors
will continue to strive for the satisfactory results of the
Group in the year ahead. On behalf of the Board, | would
also like to take this opportunity to extend our heartfelt
gratitude to our shareholders, customers, bankers and
business associates for their continuous support to the

Group.

NG Man Chan
Chairman

28th July 2004
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