CHAIRMAN'S LETTER

Through a series of internal reforms, we have successfully
motivated our staff to become increasingly enthusiastic about
exploring new ideas and pursuing excellence. We have
strengthened our core competitive advantages, reinforced our
long-term alliances with customers, and doubled our attention
to premium customers and promising projects. These resulted
in higher satisfaction and more favourable feedback from
customers, as evidenced by the Group’s winning of the “2001
Trade and Industry Development Quality Award” granted by
the Hong Kong Trade and Industry Department, the “2001
Trade Development Council Marketing Award” granted by the
Hong Kong Trade Development Council, and the “Singapore
Star Award 2002” jointly granted by the Packaging Council of

Singapore and the Singapore Confederation of Industries.

In the past, most Hong Kong manufacturers including Starlite

were engaged mainly in OEM (Original Equipment
Manufacturing) business without playing an active role in the
proliferation of the market. Now, confronted by the economic
slowdown in the United States and Europe, local
manufacturers are driven to take initiative and to strike for
growth. This prompted Starlite to set up an innovation centre
to initiate for customers new product design and packaging
that capture the latest market trends and the needs of
importers, which represents a further enhancement of our
integrated services aiming at increasing our gross profit. The
Starlite Innovation Centre has commenced operation in early

this year.

With the rapid development in technology and the
revolutionary changes in knowledge, the new era of
knowledge economy presents great challenges. This is
particularly the case now that China has joined the World

Trade Organisation (“WTQ”), which heralds a new age of
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economic globalisation that will spur the competition for
talents and knowledge into new heights. In light of this
challenging environment, it is paramount that we improve the
overall quality of our staff. Apart from the regular in-house
training programmes that focus on the job requirements of our
staff, we have taken a further step by setting up the Starlite
Institute of Management in May 2002, which utilises our rich
resources, advanced machinery and extensive connections to
provide comprehensive continuing education for our staff.
Promoting life education is the key to our grooming of a

seasoned workforce with sensitive practicality, professionalism

and devotion.

Based in Hong Kong, the Group has established sizeable
subsidiaries in Shenzhen, Guangzhou and Singapore. In order
to grasp the huge opportunities in China following its WTO
entry, the Group is now making active preparations to
reactivate its Suzhou subsidiary. The Suzhou operations will
be put under the management of Starlite Printers (Far East)
Pte. Ltd. (“Starlite (Far East)”), our subsidiary in Singapore,
which, renowned for its firm and uncompromising practices
in corporate governance, will help increase the appeal of the
Suzhou subsidiary to world-class customers. The Suzhou
subsidiary would be able to benefit from domestic sales in
China as well as exports to the international markets. This in
turn would provide Starlite (Far East) with a solution for the
limited expansion room in Singapore by tapping the huge

market in southeastern China.

For the year under review, despite a small decline of 3% in
turnover owing to the “September 11th” incident which
pulled down our business for a while during the second half,
the Group managed to sustain a profit growth of 72% to

HK$39 million. This is a clear indication that the Group'’s
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cost-control measures are yielding fruit. We have decided to
continue adopting a favourable dividend policy to enable

shareholders to share the success.

I would like to express my sincere gratitude to our
shareholders, customers, bankers, suppliers and friends in the
commercial community for their support, and to our staff in
Hong Kong and overseas for their hard work. The new
millennium is an era of knowledge economy, abounding with
both opportunities and challenges. For us to maintain our
competitive advantages, “continual learning” is our motto
leading us to further success. The Starlite Institute of
Management represents our major attempt to provide an
impetus for Starlite’s transformation into a “knowledge
enterprise”. | sincerely hope that all our staff will seize this
valuable opportunity to learn and share knowledge and
acquire higher wisdom and skills, in order to meet the
challenges ahead and increase value for our customers,

shareholders and the community.

Lam Kwong Yu

Chairman

Hong Kong, 18th July, 2002
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