CHAIRMAN'S
STATEMENT
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TO ALL SHAREHOLDERS

On behalf of the Board (the “Board”) of Artfield Group Limited
(the “Company”), | am pleased to present the annual report of the
Company and its subsidiaries (collectively the “Group”) for the year
ended 31 March 2005 to shareholders.

DIVIDENDS

The Board does not recommend the payment of any dividend for
the year ended 31 March 2005 (2004: Nil).

FINANCIAL REVIEW

The Group recorded a turnover of approximately HK$238,300,000
for the year ended 31 March 2005 (2004: HK$229,925,000). It
represents an increased of 3.6% or HK$8,375,000 as compared
with last year. Despite the fact that the Group still recorded a net
loss of HK$2,670,000 in the year under review, the results represent
an improvement of HK$13,868,000 from last year's performance.
The loss was mainly attributable to the loss from the operations of
the Group's overseas offices. The performance of each of the
Group’s businesses are set out in more details in the Management
Discussion and Analysis of the annual report of the Company for
the year ended 31 March 2005.
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MAJOR ACHIEVEMENTS IN THE YEAR

During the year under review, management has re-doubled their
efforts in cost control and has endeavoured to improve the
production effectiveness and efficiency by eliminating wastage and
reducing material and purchasing cost. Notwithstanding the
marked increase in materials cost due to the surge in oil price and
an upswing in the PRC economy, the gross profit margin of the
Group's products has been improved with reduction in operating
costs despite increase in sales. These are the main contributors to

the improvement of the Group’s financial performance in this year.

The Group’s clock’s manufacturing division, Artfield Industries
(Shenzhen) Limited, has been accredited ISO9001:2000 Quality
Management System Certification in January 2005. This shows the
Group's determination to maintain high quality standard and an
open recognition of its achievement. For efficiency and cost
reasons, the Group has, and will, deployed adequate resources to

continue to improve production facilities.

The Group has started to restructure the USA and Germany offices
in the second half of the financial year with a view to clamping
down the loss in operations. The restructure is nearing completion
and it is anticipated that the losses from these two offices would

be substantially reduced in the coming financial year.

During the year under review, the Group has strengthened its
financial position through disposal of two properties. The proceeds
were used in the payment of bank borrowings, resulting an
improvement in the Group’s gearing ratio and lightening the

Group’s interest burden.
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MAJOR ACHIEVEMENTS IN THE YEAR
(Continued)

In conclusion, we consider that the Group has laid a firm
foundation in the financial year ended 31 March 2005.

STRATEGIC DIRECTION

Going forward, the Group continues to leverage on its core
competence and strategic fitness that it has established in its long

history of operations.

The Group shall continue to carry out the cost reduction
programme so as to achieve cost effectiveness in its manufacturing

and trading operations.

Whilst recognising that the Group operates in niche marketing
environment, the Group shall continue to expand its businesses
geographically, penetrating new market segments and culture
group; and through products marketing with new products and
the Group’s well-received brand names, Wehrle, Klik and Artex.
With growing economy in the PRC and the immense opportunity
and vast potential brought about by the PRC’s accession to the
WTO, the Closer Economic Partnership Arrangement between Hong
Kong and the PRC as well as the Olympic Games in Beijing in the
year 2008, the Group poises to expand its sales outlets in major
cities of the PRC with a view to capturing further sales turnover in

the PRC retail sales market.
As a public listed company, the Group shall keep abreast with

good corporate governance practices in a bid to strengthening

the Group’s management and internal control system.
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APPRECIATION

On behalf of all my fellow directors, | sincerely thank all of our
staff for their loyalty, commitment and hard work, and our

customers, suppliers and shareholders for their continuing support.

By Order of the Board

LIANG Jin You
Chairman

Hong Kong, 21 July 2005
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