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BUSINESS REVIEW

For the six months ended 31 March 2005, the Group’s turnover
was approximately HKS131 million (2004: HKST15 million), an
increase of 15% over the same period last year. Unaudited net
profit amounted to approximately HKS31.7 million (2004: HK$28.9
million), an increase of 11% over the same period last year.
Earnings per share is HK19.2 cents (2004: HK20.0 cents). Interim
dividends per share is HK2.6 cents (2004: HK4 cents), dividend

payout ratio is approximately 15% (2004: 7%).

Thanks to the continued support of our customers, new product
development and continued market acceptance, the Group
successfully achieved a double digit growth in turnover over the
same period last year. However, pressure on gross profit was
experienced as increase in overhead costs was effected due to
many elements; such as significant rise in material costs (plastic
resin, copper, steel), labour shortage in the PRC, as well as
unstable water and electricity supply. Due to PRC tax concession,
the Group’s net profit resulted in an increase. The Group’s
management expects that the above elements will persevere for
sometime and will undoubtedly affect the Group’s fiscal results.

Performance by Line of Business:

Jack and Switches

This line of business continues to be the Group’s core business.
In the Period, its performance remained stable and some increase
in turnover was experienced. The Group will continue to develop
new products to improve this line of business’ results.

Flat Flexible Cable (FFC)

The Flat Flexible Cable (FFC) line of business represented
approximately 2% of total consolidated turnover. Due to intense
market competition and higher production cost, this line of
business experienced a net loss during the Period. However, the
Group believes that upon maturity, this line of business will
provide a reasonable return.

Metal Parts

This line of business is currently under development and currently
has no significant effect on the Group’s results.
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New Factory Construction Progress

Luo Ding, Guangdong Site

The Group’s Luo Ding factory is nearing completion; it is currently
in its final decorating phase. Expected operation start is late
August 2005, increasing the Group’s production capacity. This

site will be dedicated to the production of switches.

Heyuen, Guandong Site

Construction for the 100,000 m sq Heyuen factory has already
begun. Expected operation start of the factory is May 2006. To
target a higher level of competitiveness, the Heyuen plant will
boast a highly automated production system, thus greatly
reducing labour use and improve quality control. A total
investment of HKS70-100 million is expected. Funding will be
provided by the Group’s internal resources as well as some bank

financing.

Investment Properties and Investment Portfolio

In the Period, the Group’s investment properties and investment
portfolio maintained a steady income. The Hong Kong Parkview
property in the Group’s property portfolio was sold at a profit

during the Period.

The Group expects to fully utilize any good investment
opportunities to maximize the return of the Company’s

shareholders.

Financial Review

In the Period, the Group’s financials were strengthened. As a
result, the Group’s financial foundation remained stable and
optimum. As at 31 March 2005, the Group has net asset value
of HKS416 million, (2004: HKS338 million) an increase of 23%

over the previous year end.
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The Group generally finances its operations with internally
generated cash flows. For the six months ended 31 March 2005,
the Group generated net cash inflows from operating activities
of approximately HKS36.3 million (2004: HKS43.5 million). As at
31 March 2005, the Group had cash and cash equivalents of
approximately HKS120 million (30 September 2004: HKS38.4
million) and bank loans totaling HKS50 million (30 September
2004: HKS6.6 million). The financial gearing ratio of the Group
as at 31 March 2005, based on the total borrowings to the
shareholders” equity was 2% as compared to 2% at 30 September
2004.

As at 31 March 2005, the Group had short-term investments of
approximately HKS21.1 million (30 September 2004: HKS9.6
million) and long-term investments of approximately HKS189.7
million (30 September 2004: HKS190.7 million). Short-term
investments included certain blue chip stocks traded on the HKEX.
Long-term investments included debt securities that are “Baaz”
and above in credit ratings. These debt securities provide an
average of 6% return and range in maturity periods from 1 to 9

years, while some minor securities have no maturity date.

As at 31 March 2005, the Group’s available balance of cash and
cash equivalents together with short term investments amounted
to approximately HKS 141 million (30 September 2004: HKS47.9
million) representing total liquid funds of HKS0.75 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.

As most of the Group’s monetary assets are mainly denominated
in Hong Kong dollars and United States dollars with minimal
balances in Malaysian 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.
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