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Wing Lee Holdings Limited

BUSINESS REVIEW

For the six months ended 31 March 2006, the Group’s turnover
was approximately HKS155 million (31 March 2005: HKS131
million), representing an increase of 18% as compared with the
same period last year. Unaudited net profit amounted to
approximately HKS27 million (31 March 2005: HKS32 million),
representing a decrease of 15% compared with the same period
last year. Interim dividends per share is HKI.2 cents (31 March
2005: HK2.6 cents), and the dividend payout ratio is
approximately 17% (31 March 2005: 15%).

During the first half of 2006, the Group was still influenced by
unfavourable factors such as the increase in raw material cost,
uprising of labour cost, labour shortage and inadequate facilities
in the production environment. The attributable profit, as
compared with last year, dropped. Even though the economic
environment has improved, there has not been an adjustment
to the product price to take into account the rising of production
costs. This is due to the intense price competition between
manufacturers of similar products in the Mainland China. The
Group has not decided on any plan to increase product prices

pending further discussion with customers.

In the second half of this year, the Group will focus on broadening
its sources of income and reducing expenditures policies, cutting
all unnecessary expenditures and wastes in production, marketing
and administration. The Group will actively source new potential
customers, reduce small scale production orders, allocate
resources to quality customers and implement tighter credit
control measures. The Group will also focus on improving
production quality, adopting a continuous improvement on the
quality of products, strengthening products competitiveness in
the market with the overall strategy of improving production
efficiency and cutting down costs. The objectives of these
measures are to raise the Group’s profit in the future.
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Performance by Line of Business:

Jack and Switches

Jack and switches are still the Group’ core business. During the
period, the sales of products had slightly improved. This is mainly
due to the continuous support of the Group’s customers,
especially those accounting for a significant portion of the Group’s
sale. Sales to other long-term customers remain steady. Customers
from the US and Japan remain the blue chip customers of the
Group. In order to expand our market of the existing products,
the Group has actively explored opportunities in Korea last year
and this has brought some results. Management believes that
sale orders from Korean customers will continue to increase in

the second half year.

Flat Flexible Cable (FFC)

The Flat Flexible Cable (FFC) is still at the developing stage in
terms of its product life cycle. The sales of FFC have not yet
generated any considerable profits to the Group. Orders from
customers have dropped, and FFC’ sales which represents less
than 1% of the Groups total turnover. Cost and revenue have
not yet reached the break-even point, and this resulted in an
operating loss of HK§960,000 (31 March 2005: HKS1,280,000).
Although the loss is less than that of last year, the growth of FFC
segment will still be subject to the management review.
Management will adopt a series of cost cutting programs and re-

organize the business structure for the products development.

Metal Parts

There has been no concrete transaction of the metal parts
segment, which is still in its development phase. During the past
half year, the segment has made no sale contribution to the
Group. Considering the current economic environment, the
Group will postpone the development of this segment and devote

its resources to the core business.
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Progress of New Plants

Luo Ding, Guangdong Province

Luo Ding new plant is situated at the western part of Guangdong
province on a land with area of about 66,667 sg.m. Five blocks
of buildings are constructed including a block of 6-storey
dormitory building. The new plant is temporarily engaged in
assembling of Groups’ products. Since the location is far from
the well-developed parts of the Guangdong province, the costs
of labour, water and electricity, and other sundry expenditures
are relatively lower than those in developed areas like Dongguan
area. The Group believes that once the Luo Ding plant is in full
operation, it will reduce the Group’s production cost and

strengthen the Groups’ products” competitiveness in the market.

Heyuen, Guandong Province

Heyuen is a key new plant of the Group in PRC. Compared with
the Dongguan plant (33,116 sq.m.)] and the Luoding plant
(66,667 sg.m.], the Heyuen plant occupies a much larger parcel
of land with approximately 170,000 sq.m. The Group started
from the beginning has already injected approximately HKS40
million for the plant construction (30 September 2005: HK$22
million). Its construction is close to completion and it is now
undergoing interior decoration works. Based on the work in
progress, the new plant is expected to be completed in this year.
The production equipment as well as the machinery in Dongguan
plant will be relocated to the new plant at that time. The Heyuen
plant will enable the Group to launch large scale of production

resulting in improved effectiveness and efficiency.
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Investment properties and Investment portfolio

During the period under review, the Group has maintained
investment properties with the market value approximately
HKS101 million (30 September 2005: HKS74 million). These
investment properties include newly acquired retail shops situated
at Central in Hong Kong. Management believes that, with the
inclusion of more Mainland Chinese cities into the Individual
Tourist Scheme, stable growth in local economy and salary rises,
the property market will be prosperous again. Hence, the Group
will continue to strengthen on its quality portfolio of rental
properties at prime locations for long term investment purpose.
Apart from property investments in HK, the Group will also
consider suitable investment opportunities for PRC properties as
one of the Group future development plan.

Turning to the Group’s investment portfolio, the Group has now
maintained a long-term investments mainly comprising an oversea
maturity bonds and short-term investments of certain blue chip
stocks traded on the Hong Kong Exchanges and Clearing Limited
["HKEx"). During the past half year, with the influence of uprising
US interest rate, the value of the long-term investments in the
Group decreased significantly. The Group has recorded an
unrealized loss approximately HKS7.6 million (31 March 2005:
HKS 1.1 million). In contrast, the securities traded on HKEx has
considerably appreciated in value and has brought about an
unrealized gain of approximately HKS 1.6 million (31 March 2005:
HKS0.4 million). On the whole, the Group received interest
income from the debt securities of approximately HKS5.7 million
(31 March 2005: HKS5.6 million), whereas the dividend income
was approximately HKS0.53 million (31 March 2005: HKS0.08
million). Both contributed to a fair steady investment return for
the Group.




