DIVIDEND

The Board has resolved to declare an interim dividend of HK1
cent (2005: interim dividend of HK1.5 cents) per share for the
six months ended 30 September 2006. The dividend will be
payable on or about 8 February 2007 to shareholders of the
Company whose names are on the Register of Members on 2
February 2007.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members will be closed from 29 January 2007
to 2 February 2007, both days inclusive, during which period
no transfer of shares will be effected. In order to qualify for
interim dividend, all transfers accompanied by the relevant share
certificates must be lodged with the Company’s Hong Kong
branch registrars, Tengis Limited at 26th Floor, Tesbury Centre,
28 Queen’s Road East, Wanchai, Hong Kong not later than 4:30
p.m. on 26 January 2007.

BUSINESS REVIEW

For the six months ended 30 September 2006, the Group’s
unaudited consolidated turnover reached HK$1,862 million, a
growth of 19.2% as compared to the same period last year. The
unaudited consolidated profit attributable to equity holders
amounted to HK$22 million, a decrease of HK$3 million from
the same period last year.

During the period, crude oil prices, which affect the Group’s
energy and raw material costs, particularly those of plastics
and electricity, continued to be volatile and ranged from US$80
per barrel to about US$58 per barrel, a variation of more than
30%. Confidence in the consumer market continued to be
adversely affected by oil price volatility.

During the period under review, the Group worked diligently in
various strategic initiatives with vigor and determination. As its
top priority to meet the demands of a rapidly changing
marketplace, the Group continued its strong drive to upgrade
its product mix. The sales turnover of portable DVD players
contributed approximately 26.3% of the Group’s total sales for
the first half in Financial Year (“FY”) 2007. Moreover, the car
mobile division also commenced operations in August 2006 with
6 production lines in place as of 30 September 2006. This
division contributed about HK$11 million to the Group’s overall
sales.
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The sales of home audio products decreased 28.5% and
accounted for about 52.7% of total sales. During the period,
the United States (“U.S.”) remained the Group’s largest market
followed by Europe. Sales to the U.S. and Europe amounted to
HK$1,583 million (2005: HK$1,214 million) and HK$192 million
(2005: HK$220 million) respectively. The significant increase in
sales to the U.S. was mainly attributable to fulfillment of certain
event sales order for portable DVD players and personal CD
players to Wal-mart.

The Group’s gross margin dropped to 5.3% compared to 6.7%
the same period of FY2006, but which represented a slight
increase compared to that of the second half of FY2006. The
decrease was mainly attributable to high oil prices, increase in
raw material cost and royalties. Moreover, the conventional CD
products and standalone DVD players products provided
negligible profit contribution to the Group due to intense price
competition.

As part of the Group’s stated strategy to divest non-core assets,
the Group disposed of certain investments during the period.
On 15 September 2006, the Group passed an ordinary resolution
in the Special General Meeting to dispose its interests in an
associate, Metro Capital Securities Limited (“MCS”), for a cash
consideration of HK$20 million.

During the period from 9 June 2006 to 6 October 2006, the
Group also disposed of 8,768,000 shares in Hop Fung Group
Holdings Limited, representing approximately 2.29% of the
issued share capital of Hop Fung Group Holdings Limited,
through securities brokerage firms to independent third parties
for an aggregate gross consideration of approximately HK$15.95
million.

PROSPECTS

Sales for the month of October and November in 2006 (excluding
the sales for the car mobile division) reached the level of
approximately HK$800 million, mainly due to the shipment of
Christmas event sales orders for portable DVD players. However,
sales for the remainder of the year are expected to exhibit its
normal low seasonal pattern while market conditions should
remain challenging. The Group is committed to continue to adapt
to a rapidly changing consumer electronics industry. Specifically,
the Group will continue to change its product mix and reduce
production of the low margin products, and in particular,
personal CD players, the demand for which has declined
drastically in the past two years as MP3 players and the i-Pods
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become increasingly popular. With the strategic reduction in
low margin business of personal CD players, the sales
percentage of conventional home audio products will further
decrease from about 52.7% this period to approximately 30%
to 35% in FY 2008.

The Group is in the process of shifting to produce more digital
products with better margins. Having successfully launched our
portable DVD players, the Group will focus on sales of panel
display products. For example, digital photo frames in 77, 8”
and 9” display screen sizes have been launched to the
marketplace with good responses from the customers. We aim
to enter into the market quickly to gain a reasonable market
share.

Sales for the start-up car mobile division continue to increase,
adding about HK$50 million to the Group’s turnover for the
months of October and November. Portable navigators in 4”
display screen size have received good responses from
customers and the Group has accordingly increased production
lines for the car mobile business. The Group considers the car
mobile business a key opportunity to diversify the product range
and improve production capacity utilisation during the
conventionally low season (normally December to March) for
the consumer electronics business.

Furthermore, oil prices started dropping rapidly in August and
plastic resin prices are expected to decline as well. However,
as lower plastic resin prices are likely to come after the Group’s
peak season has been over, the benefit to the Group’s future
profitability, at least in the short term, should not be substantial.

With the appreciation of Renminbi (“RMB”) and increasing labour
costs, the business environment for manufacturers in China
continues to be difficult. The Group will further consolidate
operations of Dongguan plants to Qingyuan Industrial Estate. In
particular, the plastic injection and printing operations will be
consolidated to Qingyuan by the first quarter of 2007 in order
to enjoy lower energy costs there. The Group will also explore
OEM business opportunities with new clients to expand its sales
revenue base.

Looking ahead, the Group is committed to upgrading its product
mix and continually improving cost effectiveness and will strive
to overcome the challenges.
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