For the first half of FY2006/07, the Group was able to maintain
tremendous growth momentum, fuelled by the booming communication
and multimedia businesses. With the continued sales orders from first
tier customers, for the six months ended 30 September 2006, the
Group's total turnover increased to HK$741.1 million from HK$481.9
million for the corresponding period of last year, a 53.8% rise. Likewise,
gross profit achieved a record high of HK$141.0 million, up from
HK$105.7 million, or a rise of 33.3% year on year. However, gross
margin experienced a modest decline to 19.0% during the review
period from 21.9% in the last corresponding period, as a result of
short term change in sales composition and the benefits of the latest
cost down program not yet materialized in the current review period.

The Group has achieved a substantial growth in net profit which
increased from HK$29.5 million to HK$44.5 million, representing a
jump of 50.8% year on year. Moreover, the Group was able to maintain
a net margin about 6% by capitalizing on economy of scale.

Product Analysis

During the review period, the communications and multimedia
segments were the key growth drivers for the Group. For the six months
ended 30 September 2006, sales derived from communication products,
audio products, multimedia products, electronic products and
accessories, and electro-acoustic parts accounted for 33.5%, 19.6%,
13.3%, 27.5% and 6.1% of the Group's total turnover respectively.

Turnover brought by communication segment for the period
represented a 114.4% growth from HK$115.8 million to HK$248.2
million mainly because there was a growing demand for hands-free
headsets being bundled with mobile phones. This in part is due to the
increasing popularity of mobile phones with music and video features
that require the complement of headset products of superior acoustic
quality. The strengthening tie between the Group and a leading
European mobile phone manufacturer was also another significant
contributor of the triple-digit growth in sales of the product segment.

Exceptional gains were achieved in the multimedia products business
as well. The Group is the sole supplier of wired headsets to Microsoft
for use with its Xbox 360™ game console during the review period.
For the six months ended 30 September 2006, sales from this segment
achieved HK$98.9 million against HK$23.4 million for the last
corresponding period, translating into a phenomenal jump of 323.3%.
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Product Analysis (Continued)

Audio products, which recorded sales of HK$145.6 million during the
review period against HK$153.9 million last year, continued to be an
important source of revenue for the Group. With the “on-the-go” trend
in audio entertainment thriving, the outlook for demand in high quality
earphones and mid-size headphones remains positive. The Group has
made initial shipments of new products to a premium audio brand
since September 2006 and expects subsequent shipments in the second
half year to bolster sales performance markedly.

As for electro-acoustic parts, their revenue decreased by 21.0% to
HK$44.3 million for the review period against HK$56.1 million last
year. The Group achieved positive sales and healthy growth of its FM
transmitter products. However, the Group has been strategically
withdrawing from the production of micro-speakers for mobile phones,
the decline in this segment was expected.

As an essential supporting business to the Group’s core businesses,
the electronic products and accessories business registered strong
growth during the review period. This segment reported a 53.6% solid
rise with sales totaling HK$204.1 million.

Market Analysis

As the Group sells its products to primarily top-tier customers with
global presence and make worldwide shipments for them, its business
performance is not affected by the conditions in any single
geographical market. For the six months ended 30 September 2006,
sales to Mainland China, Europe, Asia (excluding Mainland China and
Japan), North America and Japan accounted for 31.5%, 21.9%, 21.7%,
20.0% and 0.9% of the Group's total turnover respectively.

The Group anticipates that the persistent robust sales of mobile
communication and entertainment products will continue to boost
demand for accompanying high quality electro-acoustic products with
value-added features. As a key player in this electro-acoustic business,
the Group looks to the future with optimism.

Strong global mobile phone sales is another confidence booster for the
Group. The global market is well on course to achieve Gartner's earlier
global sales forecast of 960 million mobile phones for 2006, which
represents an 18.3% increase over the last year. This development is
of particular relevance to the Group as it continues to enjoy the
patronage of a leading European mobile phone manufacturer.
Constantly progressing, this relationship has brought about growing
business volumes for the Group.
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Encouraging prospects are also expected for the Group's audio products
business. The initial shipments of new products to a premium audio
brand have been made since September 2006, and significant orders
have been scheduled for shipment in the second half year. On the
whole, the Group expects growing consumer needs for superior
lightweight headphones as there will be persistent demand for high-
end “on-the-go” audio entertainment equipment enabled by the
advancement of digital audio compression technology. Another
promising area for the Group is its noise canceling headphones which
has been gaining market acceptance by frequent air travelers and
offers considerable potential for growth to the Group. Likewise,
wireless headphones that adopt infrared (IR), radio frequency (RF),
Bluetooth and 2.4/5.8 GHz digital audio technologies have seen
increasing orders.

The Group also expects steady performance from the business of
bundling headsets with Microsoft's Xbox 360™ game consoles. It
believes the tide of video games becoming a part of modern lifestyle is
a continual phenomenon and will keep providing the impetus of growth
for the business. Other opportunities worthy of pursuit for the Group
in the multimedia segment are instant messaging, including Voice over
Internet Protocol (VoIP) and other cross-segment multimedia
applications. As consumers become more aware and receptive of such
technologies, their craving for quality multimedia headsets will
mushroom and the Group is well positioned to satisfy this craving.

Expecting pressure from continuing macro-economic challenges in the
later half year, the Group will strive to maintain its margin by exercising
vigilant cost control, and improving productivity and operational
efficiency. Having been in the industry for over two decades, the Group
has become synonymous with acoustics excellence. Never complacent,
however, the Group will continue to strengthen its global presence
and seize opportunities arising from new product trends borne out of
consumers’ desire for innovation. The Group will address such desires
by keeping up with its research and development efforts. It will ensure
that its electro-acoustic expertise can be readily adapted to suit a
broad spectrum of applications while continuing to be pliant to
customers’ production requirements and helping customers serve their
markets. While quick to adapt to changing business conditions, the
Group will remain prudent in charting its development course,
cognizant of the importance of judicious use of resources and
commitment to excellence to achieving long-term managed growth.
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Liquidity and Financial Resources

Net current assets as at 30 September 2006 amounted to approximately
HK$229.8 million as compared with approximately HK$185.7 million
as at 31 March 2006. The Group's current and quick ratio were 1.5
times (As at 31 March 2006: 1.6 times) and 0.9 times (As at 31 March
2006: 0.9 times) respectively.

The Group had cash and bank deposits of approximately HK$87.3
million as at 30 September 2006, representing an increase of
approximately 33.6% against approximately HK$65.4 million as at 31
March 2006. About 31.7%, 1.2% and 44.1% of the total cash and
bank deposits were denominated in Chinese Renminbi, Japanese Yen
and US dollars respectively and the remainder in Hong Kong dollars.

As at 30 September 2006, the Group had aggregate banking facilities
of approximately HK$433.6 million (As at 31 March 2006: HK$365.5
million) from several banks for overdrafts, loans, and trade financing,
with an unused balance of approximately HK$296.0 million (As at 31
March 2006: HK$296.0 million).

Capital Structure

As at 30 September 2006, the total borrowings of the Group were
approximately HK$137.6 million (As at 31 March 2006: HK$61.3
million), of which about 81.6% and 18.4% were due within one year
and between two to five years, respectively.

These Group's borrowings consisted of a secured three-year bank loan
of approximately HK$10.0 million (As at 31 March 2006: HK$11.4
million) and several unsecured bank loans of approximately HK$127.6
million (As at 31 March 2006: HK$49.9 million) of which about 77.1%
was denominated in Hong Kong dollars and about 22.9% was
denominated in US dollars.

Approximately HK$13.6 million of certain property, plant and
equipment has been pledged for the secured three-year bank loan (As
at 31 March 2006: HK$14.4 million). During the period under review,
the Group's borrowings bore interest at rates ranging from 4.6% to
6.4% (2005: ranging from 2.8% to 5.8%).
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Capital Structure (Continued)

The Group's gearing ratio as at 30 September 2006 was approximately
32.0% (As at 31 March 2006: 15.3%), which was measured on the
basis of total borrowings as a percentage of total equity attributable
to the equity holders of the Company. Net gearing ratio was
approximately 11.7% as at 30 September 2006 which was measured
on the basis of total borrowings net of cash and bank deposits as a
percentage of total equity attributable to the equity holders of the
Company. As at 31 March 2006, the Group was in a net cash position
and hence net gearing ratio was not applicable.

Foreign Exchange Exposure

Most of the Group's transactions, including borrowings, were
conducted in US dollars, Hong Kong dollars or Chinese Renminbi. To
mitigate the risks due to fluctuations in foreign currency exchange
rates, the Group had used forward foreign exchange contracts to hedge
against major currency exposures during the period.

Employee Information

As at 30 September 2006, the Group’s employed a total of over 12,900
employees. The employment costs (including the directors’
emoluments) accounted for approximately HK$113.5 million during the
six months ended 30 September 2006 (2005: HK$84.7 million).

The Group has developed its human resources policies and procedures
based on performance and merit. Employees are rewarded on a
performance-related basis within the general framework of its salary
and bonus system. Discretionary bonus is linked to the profit
performance of the Group as well as individual performance. Benefits
include staff accommodation, medical schemes, share option scheme,
Mandatory Provident Fund for employees in Hong Kong and state-
sponsored retirement plans for employees in the Mainland China.

Contingent Liabilities

As at 30 September 2006, the Company had provided corporate
guarantees of approximately HK$253.2 million (As at 31 March 2006:
HK$202.4 million) to several banks to secure banking facilities of its
subsidiaries.
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