PROSPECTS

The Qingyuan Industrial Estate has about 660,000 square
meters and the Group has developed about 45% of the plot
as phase one of the plant. Currently, it has a production
capacity of around 21 assembly production lines. The Group
will carefully install new assembling lines at an appropriate
pace to cater for the demand for additional production
capacity. The operations of Qingyuan Industrial Estate is fully
vertically integrated. The electroplating operations and
manufacture of printed circuit boards have been relocated to
Qingyuan and upgraded with advanced manufacturing
facilities. The Qingyuan Industrial Estate is expected to bring
synergies to the existing production plants of the Group and it
is expected that the Group will further enjoy the benefits of
economies of scale for its production.

In line with our determination to improve our production
efficiency, the Group will further increase the number of surface
mount machines, plastic injection machines and swing robots.
With the Group's efforts in automation processes, the Group
is confident in achieving better operation efficiency and product
quality. The Group has also planned to implement various
energy saving programs in production plants so as to conserve
energy and reduce energy costs. The installation of inverters
on injection moulding machines is one of the pilot schemes
adopted by the Group. At the same time, the Group will
continue to evaluate and pursue vertical integration processes
that will provide positive contribution for further reducing our
overall operational costs.

Looking forward, the Group is trying to restore the operating
profit margin level and provide reasonable returns to
shareholders. The Group is consciously reviewing the product
mix profit contribution. The Group sees itself in a good position
to produce mass-market products that can leverage on our
larger scale of productions. Preliminary order placements from
customers are desirable. New high value digital products will
also be launched to further enhance our competitiveness in

the consumer electronics industry.
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The Group is aware of the costs of commodity materials still
maintaining at high levels. In order to remain competitive, the
Group will continue to maintain a tight cost control and expand
its product range and customer base at the same time. The
new digital products, such as LCD TV with DVD players, Hard
Disk Drive MP3 players, Flash MP3 players and MPEG4 players
are anticipated to make healthy and favorable profit
contributions in the near future. As a sizable consumer
electronics manufacturer, the Group is committed to
consolidating its leading market position in traditional audio
products and will launch new product systematically and
extend our geographical presence around the world.

All'in all, the Group’s financial results for the period have been
adversely affected by the drastic increase in certain raw
materials costs. However, the Group maintained a healthy
balance sheet. In particular with the signing of the syndicated
loan during the period under review, the Group is able to
achieve savings in its overall interest expenses, efficiency and
flexibility in its financial management. The Group will also
benefit from the enhanced production operations in Qingguan
and Dongguan in the long-run.

MANAGEMENT DISCUSSION AND ANALYSIS

\Working Capital Management and Dividend Policy

As at 30 September 2004, the Group maintained bank balances
and cash of approximately HKS341 million (31 March 2004:
HKS274 million) and working capital utilisation rate continued
to be efficient. The Group’s average inventory turnover was
about 48 days (30 September 2003: 44 days). The Group’s
average trade receivables turnover was only 10 days (30
September 2003: 26 days), reflecting improvement in credit
control of the Group.

The Directors has declared an interim dividend of HK3.5 cents
per share.

The Directors considers the policy of maintaining a normal
dividend payout ratio of about 50% on net profit as appropriate.
Whilst providing rewards to the investors for their on-going
support, the cash available after dividend payments is sufficient

to match the Group’s future funding requirements.
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Financing and Capital Structure

Total debts of the Group stood at approximately HKS459 million
(31 March 2004: HKS343 million). In August 2004, the Group
entered into a four-year syndicated loan agreement with a
syndicate of ten banks for the amount of HKS$350 million. As
at 30 September 2004, the facility, with a more preferential
interest rate, has been fully drawndown to refinance the
Group's existing certain credit facility, including the outstanding
balance of the HKS210 million syndication loan arranged in
2002. The balance of the facility was mainly used to finance
the construction costs of Qingyuan Industrial Estate. Because
of drawdown of the above facility and the capital expenditure
of about HKS183 million for the period, the gearing ratio
increased to 0.42 (31 March 2004: 0.31).

The Group's borrowings are primarily denominated in Hong
Kong dollars and the Group has no significant exposure to
foreign exchange fluctuations.

Liquidity and Financial Resources

The net current assets of the Group as at 30 September 2004
stood high at a level of approximately HKS$334 million (31
March 2004: HKS318 million). Accordingly, the current ratio
still stood at a very healthy level of 1.43 (31 March 2004:
1.47). Shareholders’ funds were maintained at approximately
HKS 1,084 million (31 March 2004: HKS 1,098 million).

Exchange Exposure

The majority of the Group’s sales and purchases are
denominated in US Dollars and HK Dollars. As HK Dollars and
US Dollars are hedged, the Group’s exposure to foreign
exchange risk is insignificant.
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Employee information

As at 30 September 2004, the Group had approximately 173
employees in Hong Kong and Macau (31 March 2004:157)
and approximately 28,600 employees in Dongguan, the PRC
(31 March 2004: 29,000) and approximately 9,800 in
Qingyuan, the PRC (31 March 2004: 5,800). The increase in
headcount in the PRC was a result of further expansion of its
production capacity and its vertically integrated operations in
the PRC. The remuneration packages are generally structured
with reference to market conditions and the qualifications of
the employees. The salaries and wages of the Group'’s
employees are normally reviewed on an annual basis based
on performance appraisals and other relevant factors. Bonuses
are normally paid to management staff based on individual
merits as well as the results of respective companies with which
the staff works for.

Benefit plans for its Hong Kong staff include a provident fund
scheme and medical and life insurance. The Company also
maintains a Share Option Scheme, under which options may
be granted to employees to subscribe for shares in the
Company. This Share Option Scheme is designed to give

employees an incentive to perform.
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