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Dear Shareholders,

| am pleased to report that the Group has fully recovered from its difficult
time in 2003/2004 when the impact of SARS had an adverse effect to the
Group's result and performance. With a full range of products covering
basically all market segments of the PRC market, the Group recorded a
satisfactory result for the nine months period. Sales volume reached the
record high of the Group in the second half of 2004 while the net profit
attributable to shareholders for the nine months period of HK$42.9 million
increased by 107% in comparison with that of the same period last year.
The Board proposed that a final dividend of HK3.75 cents per share be
declared for the period which is in line with the Group's practice to maintain
a stable dividend policy to shareholders.

The handset market remains very competitive in the PRC with more than
60 brands and 1,000 models. Even though some domestic manufacturers
faded out from the market, more new comers from domestic and overseas
entered into the market when the restrictions on manufacturing mobile
phones in the PRC are released. Nevertheless, three foreign brands, Nokia,
Motorola and Samsung still dominate the market with aggregate market
share of more than 50%. To cope with such situation, the Group will continue
to expand our brand coverage to increase our market share, while, at the
same time, to enhance our existing relationships with key players in the
market to obtain better supports from them. With this direction, the Group
just signed up the national distributorship agreement for certain handset
models of NEC targeting for mid to high end market. NEC handset sales
volume and market share have been significantly increased in China during
2004 and is expected to become a leading brand in the coming 3G era.

The Group will continue to enhance our coverage in third and fourth tier
cities and to deepen the existing market penetration. Information and control
are keys of business. To manage a network of 7,000 direct invoiced active
customers and coverage of over 20,000 retail shops in China, and to obtain
the most updated market information, the Group has already developed a
real time web-based distribution resources planning system by our own to
monitor closely every sales transaction. Only with a well-established
distribution network with sufficient board and deep coverage, the Group
could be in a better position to negotiate and to bargain with manufacturers
on national distributions of new models.
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During 2004, the Group has successfully hooked up with various provincial
China Mobile branches with the latest models like Nokia 2300, 3100, 3220
and 7610 for the direct supply business. We have shipped more than
200,000 handsets directly to China Mobile branches including Beijing,
Shanghai, Guangdong, Zhejiang, Jiangsu, Liaoning, Jiangxi, Shanxi and Henan,
etc.

To leverage the value of our distribution network and to provide more
products for our customers, the Group started to sell mobile phone
accessories under our own brand name “YAL". The first lot of 3,000 units
"YAL" Bluetooth headsets has already shipped to our customers with
satisfactory feedback.

As online commerce is getting popular in China and it is the Group's strategy
to extend the distribution channel to cover direct end users, the Group has
launched handset e-commerce portal (www.138yes.com) for selling mobile
phones online in the PRC.

To reduce the business risk and for a healthy growth, the Group will continue
to look for business opportunities to expand our business scope and to
improve our profit margin with diversification.

| take this opportunity to thank our team of talented people for their hard
work and valuable contributions over the period. They are the assets of the
Group and the Group will certainly provide all resources to enable them to
maximize their strengths and growth. | should also thank our financial
institutions, shareholders and investors for their continuous supports. The
Board of Directors, together with all the staffs, will continue to do their best
to deliver good results in the future.

Lau Siu Ying

Chairman and Chief Executive Officer
15 April 2005

Hong Kong






