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;I\ The Group produces approximately 15,000 injection moulding machines

annually with a customer base covering more than 65 countries worldwide,
}% including China, U.S., Europe and most S.E. Asian countries. The

5
u clamping force is from 20 tons to 3,500 tons.
{121



ES P

EZZTTXRFE  BARATHBRET AL
o BAREENARRGERER  #%
BMEERFEA ARG R BB
1955 (ZEERF « B¥K18.67E
TC) BB 72BIL (ZEZERF - B
260 (CEY]))  MREFEER
5% o FREREN BBEAM (Z2F
HF BB (EEY)) - MREF
#BE5% o

BRKT  EFFEBEBRRRERARE
ME) - W EHRRETOETT—H -
BEEAEETRZBFZEERHRE
FWE - REBOFNEEEPEHRT
ZHHELHFEHNLEBRMENAE - &
EFRBIARRH BTN BRAZE
BETERNEN - ELORBEER

X8 - AR TISERREFERE
AEBELFFENFERGEMET
FYBEPR NBK ©

2006
Annual Report 3k

Financial Performance

Through a financial year 2006 characterised by
challenges, the Group still managed to achieve overall
growth in its business, with total turnover and profit
attributable to equity holders both increased by 5% to
HK$1,955 million (2005: HK$1,867 million) and
HK$272 million (2005: HK$260 million, as restated)
respectively. Basic earnings per share was HK44 cents
(2005: HK42 cents, as restated), also an increase of 5%
over last year.

On the whole, the first half of this financial year was
plagued by wild fluctuations in international crude oil
prices, which rose above US$70 per barrel, and a
gradual but sure tightening of credit in China due to
renewed efforts in austerity measures. As a result, many
small-to-medium sized customers of the Group were
faced with historical high plastic resin prices (which
prevented them from predicting future profitability), as
well as tight liquidity and working capital conditions.
These factors in turn impacted their confidence and
willingness to purchase machines, causing weak market
sentiments and a single-digit decline of the Group’s first

half results.
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Market conditions rebounded markedly into the second
half year, and the Group’s turnover recovered rapidly to
regain all lost grounds. Turnover for the second half year
grew 11% as compared with corresponding period, with
February and March 2006 both breaking Group monthly
records, to not only reverse first half’s dip but also turn
the full year results into a growth of single digit.

In addition, iron and steel prices that had been
increasing throughout last year began their much-
anticipated and much-welcomed fall during this
financial year. Although fourth quarter prices firmed
once again, still the average price level of iron and steel
materials for the full financial year remained at
comparable levels as the second half of last year which
helped alleviate pressure on the Group’s production
costs.

By leveraging our exclusive technology lead and being
relentless in achieving our goals, the Group managed to
respond rapidly and take full advantage of the reversal
of fortune during the second half year to achieve our
commitment to growth amid a weak market.
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Mm% o Market Analysis
BHE_ZEEF-A=+—HILFERXK Breakdown of turnover, based on the location of
EPHMHEoMEEELTUOT ¢ customers, for the year ended 31 March 2006 is as

follows:
2006 2005
(B zErx) (B¥EsET) b))
(HK$ million) (HK$ million)  Change
EFEi#hi Customer Location
mE (£%%)  Mainland China (including Hong Kong) 1,383 1,280 +8%
ag Taiwan 219 229 -4%
HBIMNEIZR  Other overseas countries 353 358 -1%
1,955 1,867 +5%
EAVBREE  AEEMNHREMS (5 Total turnover in the China market (including Hong
BB)EEFEEKIZLIET(ZZEZ Kong) for this financial year reached HK$1,383 million
HF  BEE12.80187T) - BARBER (2005: HK$1,280 million). Although the market was
SESTNMEBEE  BERRINEDLE plagued by sustained high oil prices and frequent price
TMAREREPBIAEREM - FrAFEE fluctuations, foreign direct investment into China
AEEEDARTFROIER - KAERK remained strong as foreign enterprises continued
BEFERMBLBGHE - WM 7 ErT expanding their production bases. Consequently, the
EHBETROZE o Chinese domestic economy continued to grow at a

healthy pace, with strong showings in household
appliances and consumer electronics compensating for
the slow-down in other industries.
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Exclusive Circular Platen (patented)

As electricity prices gradually started to rise due to
power shortages, customers in certain heavily-affected
regions were forced to endure the high cost of self-
generated electricity using expensive diesel fuel; and
high electricity costs in turn made the Group’s full range
of energy-saving injection moulding machines an
extremely popular proposition. On the other hand, even
under the shadow of austerity measures, domestic
banks that participated in the Buyer’s Credit Program of
the Group were increasingly confident to lend to the
Group’s customers due to extremely good collection
performance since the commencement of the program.
The Group was thus able to capture significant market
share by helping many liquidity-tight customers in their
capital needs for expansion. Since the Group has been
actively preparing for the above important issues in the
past two years, the Group’s performance would be
maintained at healthy level in adverse market
conditions.
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General market sentiments rebounded strongly entering
into its fourth quarter of this financial year. Even those
industries that were heavily impacted during the first
half year (e.g. toys, audio-visual packaging) regained
much-needed vitality, benefiting from the massive
popularity of newly-introduced consumer electronic
products in western markets (e.g. XBox 360, iPod). The
China market after Chinese New Year experienced a
boom unlike any that was seen before, with customers
chasing after orders and expanding production capacity.
As a result, the Group ended the second half year with a
growth in the China market of 19% as compared with
the corresponding period last year, and a full-year
average growth rate of 8%.

The Taiwanese domestic market was affected by high oil
prices and registered turnover of HK$219 million (2005:
HK$229 million), a slight fall of 4% as compared with
last year. As the Taiwanese manufacturing base has
mostly migrated to China or other Euro-Asian countries
with lower costs of production, the Group anticipates
Taiwan to be no more than a stable market in the
foreseeable future. Nevertheless, a new promising
industry currently underway in Taiwan is that of high-end
electronic goods, such as ultra-slim cell phones, large
LCD display panels, highly-integrated electronic/
computer products, etc. These products are generally
export-oriented and enjoy higher profit margins, but with
higher demands in the precision of the machines used
for their production, and so this industry is ideally suited
for products manufactured by the Group’s Taiwan
subsidiary. In addition to successfully penetrating a
number of high-end, world-renowned customers during
this financial year, the Group’s Taiwan subsidiary also
focuses its R&D efforts in developing a new generation of
high-speed, high-precision injection moulding machines
in order to capture new market share in this high-growth
industry.
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After growing by a staggering 84% during the last
financial year, the Group’s international business for this
financial year registered a turnover of HK$353 million
(2005: HK$358 million), flat with last year. Although it is
a fact that most international customers are impacted
by the effects of high oil prices, a number of developing
countries (e.g. India, Brazil, Eastern Europe, Middle
East, Russia, etc.) have, at the same time, witnessed
rapidly growing domestic consumption levels. Because
of this, the Group believes that the international market
remains a vital growth segment in the future, and is
preparing a full new range of efficient and energy-saving
injection moulding machines specifically tailored for
worldwide introduction.

New Technology and
New Products Development

The Group vastly expanded its R&D investments during
this financial year, and targeted a range of high value-
added technology leads to turn into sustainable
competitive edges. Based on in-depth knowledge of
recent market dynamics and customer needs, the Group
has decided to focus its future R&D efforts on three
areas: 1) high precision; 2) low operating costs (high-
speed, energy-saving, reduced wastage); and 3)
networked management systems.
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Networked management system is an especially
promising technology development, as industry calls for
informational transparency have greatly increased,
mainly due to the ever-intensifying competitive
landscape and a general trend of margin-squeeze due
to ever-increasing raw material costs. Many customers
started to recognise the dire need to raise management
efficiency, and with it their interests in networked
management systems. In 2006, with much fanfare, the
Group publicly demonstrated its new generation of
“Wireless” (Wi-Fi) networked shop-floor management
system to a widely anticipating audience of customers.
Wireless technology improves on the original iChen™
System by transmitting and exchanging information
through radio waves, eliminating the needs of physical
pulling and installing complicated wiring within the
shop-floor, thus greatly simplifying the adoption and roll-
out of a system. Customer reactions to the new wireless
system were positive beyond all expectations, which
proves that the Group is heading in the right direction
regarding its technology development focus.

The Group is the first and so far only manufacturer of
injection moulding machines which successfully
developed and introduced the networked management
systems, and this technology, being well accepted by
customers, has now developed into a key competitive
advantage of the Group.
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In the area of high-precision moulding, a lot of
customers in the manufacturing sector are being forced
to cost-down on fixed asset investments because of the
rising prices of raw materials pressurising the gross
profit margins. More than ever, these customers are
switching from expensive Japanese/European imported
machines to well-known domestic brands. The Group’s
technical lead is ever more pronounced and significant
under this trend; the Group is fully leveraging its
potentials and, during the year, had already organised a
number of cross-China/Taiwan, cross-discipline
technical sessions to jointly develop new products lines
that are of high precision and high speed, together with
the low cost advantages of Chinese production, in
response to this market need. Furthermore, the Group
continues to cooperate with world-renowned technology
partners to develop a new generation of high-end
technology while maintaining its characteristic cost-
leadership, especially in the areas of all-digital closed-
loop hydraulics and electronic controls.

The Group’s CHEN-PET System for PET preform
production achieved a significant breakthrough during
this financial year: successfully reducing total cycle time
for its flag-ship 48-cavity large systems from 18 seconds
to 13 seconds, an efficiency gain of more than 30%,
and in-line with world-class performance levels (around
11-12 seconds). This remarkable achievement is due to
three major efforts: 1) a culture of continuous
improvement in the Group’s R&D department, 2)
support and involvement from a large international
customer, and 3) a newly-formed, enhanced technical
team consisting of world-class experts from Europe and
Japan. The next goal of the Group is to develop higher
cavitation (i.e. larger) systems and continue to shorten
production cycle times.

The Group has consistently, throughout the years, been
investing in new technology developments and R&D,
and will continue to do so in the future.
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Production Efficiency and
Cost Control

In addition to developing new products and new
markets, the Group is also focused in cost control, and
has a proven track record during the past years. In fact,
financial discipline and cost control have always been
the Group’s cornerstone capabilities. Coupled with the
fact that iron and steel prices started declining from
historical height in the beginning of this financial year
and average price levels for the year remained similar to
the second half of last year, the Group has been able to
maintain a relatively stable production costs level for
this year, even though steel prices edged up again in
the fourth quarter of this year.

Financial Review

Liquidity and Financial Conditions

As at 31 March 2006, the Group maintained a bank
balance of HK$390 million (2005: HK$207 million), an
increase of HK$183 million over the same date of last
year.

As at 31 March 2006, the Group had bank borrowings of
HK$113 million (2005: HK$161 million), which
represented a decrease of HK$48 million over the same
date of last year. The bank borrowings were mainly short-
term bank facilities that were used as working capital by
the subsidiaries of the Group.

It is the policy of the Group to adopt a consistent
financial management strategy and maintain sufficient
liquidity to meet the funding requirement of the Group’s
investments and operations. As at 31 March 2006, net
current assets of the Group were HK$901 million (2005:
HK$741 million, as restated), which represented a 22%
increase over the same date of last year.
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Treasury and Foreign Exchange
Management

The Group adopts a conservative and centralised
approach in managing its funding. Funds, primarily
denominated in Hong Kong and U.S. dollars, are
normally placed with banks in short to medium term
deposits and other secure treasury investments for
higher yield.

For foreign exchange management, the Group always
adopts a conservative policy and endeavours to reduce
the foreign currency risk exposure on its foreign
currency investments with appropriate levels of
borrowings in corresponding foreign currencies. As at
31 March 2006, the Group had total foreign currency
borrowings equivalent to HK$49 million (2005: HK$61
million). Foreign currency risk exposure on certain
volatile foreign currencies are covered by forward
exchange contracts.

Human Resources Development

As at 31 March 2006, the Group, excluding its
associates, had approximately 3,200 (2005: 3,400) full-
time employees. The Group offers good remuneration
and welfare packages to its employees and maintains
market-competitive pay levels. Employee promotions
and pay are rewarded on individual as well as the
results performance of the Group. Share options of the
Company are granted to selected employees of the
Group for rewarding and retaining talents.

The Group conducted regular programmes, including
comprehensive educational and professional training,
and social activities counseling, to its employees to
enhance staff quality, standards of professional
knowledge and teamwork spirit.
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Future Prospects

During the past financial year, most of the Group’s
customers were, for various reasons, conservative
regarding capital equipment purchases. However, as
general conditions of western economies remain robust,
with sustained growth prospects in China and rapidly
rising consumer consumption in developing countries,
the Group anticipates that a sizeable group of
customers must start replacing old machinery or
purchasing new equipment during the coming year. The
Group is confident that it can fully capture this market
opportunity.

The management team and all employees of the Group
are committed to growth, and will do their utmost to
achieve this aim as appreciation to the support of our
shareholders.




