BUSINESS REVIEW

Despite the continuous weakened economic climate during
the period, the consumer demand for low cost electronics
products in the mass market was still growing. The Group
achieved a 5.7% growth in turnover from the corresponding
period of 2001. The Group’s net profit slightly increased from
HKS 123 million to HKS 125 million of the same period of last
year. Overall performance of the Group during the period
under review was sound and along with the continuous
expansion to achieve further vertically integrated production
establishments, the Group expects to further benefit from the
economies of scale and to contribute to the profitability to the
Group in near term.

During the period under review, the Group successfully signed
a HKS$210 million syndicated loan with six bankers. The loan is
mainly for repaying certain existing bank loans and the
financing of Qingyuan Industrial Estate’s development, that
further consolidates the Group’s production capacity. The
additional long term funding which has been set at a
competitively lower pricing than the prevailing borrowing rate
helps to strengthen the Group’s overall liquidity in both short
and medium-term financing and to enhance the entire
corporate cost structure by significantly lowering the Group's
borrowing costs in the future.

The Electronics Manufacturing Services ("EMS”) Division
As the core business of the Group, the EMS division contributed
about 94.2% of the Group’s sales turnover during the period.
The division enjoyed continuous growth in sales of 5.4% from
last period as a result of the fairly strong demand for the
consumer electronics products during the period. Among
which, home audio and digital products have become more
popular within the consumer products market.

In order to expand customer base, the Group’s R&D team is
dedicated towards developing new products and models.
Certain high-valued digital products, including DVD combos
and home theatre systems will be launched to the market in
2003.

In addition, the Group further diversified its vertically integrated
production bases. The new component manufacturing
operations added during the period included electroplating
and production of springs and flexible circuit boards. Certain
surface mount machines and assembly lines were also added
to increase the automation and production capacities
respectively.
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The Motorcycle Division
The Group’s strategy on the Motorcycle division as the
secondary business segment of the Group remains unchanged.
The division accounted for about 5.8% of the Group’s turnover
for the period under review.

After the completion of the first phase of the new motorcycle
plant construction in Dongguan early this year, sales turnover
of the Motorcycle division increased by 9.8%, amounting to
HKS 100 million as compared to the same period of last year.

As the motorcycle market development in the PRC is only
moderate as compared to the Group’s expectations, the Group
experienced challenges in the operations of its Motorcycle
division. However, the Group still managed to achieve break-
even results during the period under review.

PROSPECTS

Overall Corporate Enhancement

The Group’s financial performance is expected to be satisfactory
in the coming year. With the signing of the syndicated loan
during the period under review, the Group is able to achieve
considerable savings in its overall interest expenses, efficiency
and flexibility in its financial management and thereby creating
more room for growth. The Group will also pursue a proactive
policy to promote investor relations by increasing the channels
of communication and maintaining regular meetings with
institutional investors and analysts. The diversification of the
Group’s vertical integration system is expected to help improve
its overall competitiveness in the field by increasing its control
over the routine production of its own products and at the
same time to reduce overall product cost. All of the above
efforts should continue to take effect to benefit the Group.

The EMS Division

As a result of the West Coast Port Strike in September and
October 2002, the Group has unfortunately built up certain
stocks for US shipments as at the end of September 2002.
However, since the stock built up during the Strike was
subsequently delivered to the respective customers, we have
seen a positive increase in sales turnover in October and
November 2002 to compensate for the dip in the sales in
September that was attributable to the Strike. Since this incident
has been recently resolved with the signing of a six-year
continuous operation contract between West Coast Port
workers and the shipping companies, the Group does not
foresee similar episodes happening again in the near future.
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The first phase of construction for the Qingyuan Industrial
Estate commenced during the period. The development
includes the construction of factory premises, staff dormitories
and canteens with a total usable floor area of about 86,000
square meters and is expected to be put into use in the middle
of 2003.

With the gradual completion of the new Industrial Estate in
Qingyuan, the Group is expecting to see greater synergies
and benefits of the economies of scale. A more efficient and
streamlined cost structure will provide the Group with a
competitive niche over major competitors in the industry and
it Is expected to contribute to better profit margins for the
Group.

Order placements from existing customers are promising. Based
on its strong sales relationship attained with Wal-Mart and
other major customers, the Group is confident of having
satisfactory sales growth in the coming year.

To further preserve its leading position in the field, the Group
continues to demonstrate its commitment in broadening its
production capacity by enhancing its vertically integrated
processes. The Group plans to manufacture corrugated papers,
speakers and connectors in 2003 to further enhance its
component manufacturing operations. The Group believes the
future increase in profitability depends on the success of its
vertical integration strategies in the years to come.

To further improve its operating efficiency, the Group will
gradually upgrade its existing computer systems by launching
an entirely new ERP system in late 2003. Moreover, the Group
has upgraded its 1ISO 9001 quality system to the latest 2000
version. All of the above illustrates the strong commitment of
the Group towards continuously upgrading and improving its
quality system and operations.

The Motorcycle Division

Given the complicated business environment of the motorcycle
market in the PRC, the Group will implement certain cost
control measures and also consider more efficient means for
utilization of the existing facilities of the Group by both the
EMS and Motorcycle divisions. In particular, the Motorcycle
division will make use of the Group’s vertically integrated
facilities (e.g. coating and electroplating).
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The construction of Dongguan production plant is due to be
completed by the first quarter of 2003. Upon the completion
of these production facilities, the overall productivity of the
Motorcycle division is expected to improve to a certain extent.

In addition, the Group will review the business prospects and
viability of the Motorcycle division. With the aim to increase
the overall return from the investment made in the division,
business strategies to benefit the Company and its shareholders
will be considered and adopted as appropriate in the near
term.

EMPLOYEE INFORMATION

As at 30 September 2002, total numbers of employees of the
Group were 139 in Hong Kong (31 March 2002: 143) and
approximately 26,000 in the PRC (31 March 2002: 23,000).
Remuneration packages are generally structured by reference
to market terms and individual qualifications. Salaries and wages
are normally reviewed on an annual basis based on
performance appraisals and other relevant factors. Bonuses
are normally paid to management staff based on individuals’
merits as well as the results of the respective companies.

\XWORKING CAPITAL MANAGEMENT AND
DIVIDEND POLICY

The Group maintained a cash level of HKS254 million during
the period and the Group's average trade receivables recovery
period has been maintained at 19 days demonstrating the
effective cash management and stringent credit control policies
being pursued by the Group’s management.

The inventories increased from HKS371 million to HKS$498
million as certain stocks for US shipments had piled up because
of the West Coast Strike in September and October 2002.
Nevertheless, the inventories level has come down to its normal
level after delivery of these stocks to the respective customers
were fulfilled in October and November 2002.

The strong liquidity supported by the rich cash surplus enables
the Board of Directors to declare an interim dividend of about
38% of the net profit for the period while maintaining an
optimal gearing position on one hand and maximizing the
overall return for the shareholders on the other.
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The Board of Directors considers that a dividend policy
declaring not more than 50% of the net profit as dividend
payments is appropriate. Whilst providing reward to the
investors for their on-going support, the cash available after
dividend payments is to be healthy and sufficient to match the
Group's future funding requirements.

FINANCING AND CAPITAL STRUCTURE

The strong cash management, along with the plunging lending
rates driven by the downturn in the US market, contributed to
a significant interest cost saving of HKS3 million as compared
to the corresponding period of last year.

The Group managed a low level of debt balance as evidenced
by the decrease in the gearing ratio from 0.21 to 0.19,
calculated based on the total borrowings to the shareholders’
equity, and total debts stood at HKS191 million as at 30
September 2002.

In May 2002, the Group entered into a syndicated loan
agreement with six bankers in the amount of HKS$210 million
for a term of four years. The facility will be applied mainly for
the purpose of financing the land and construction costs of
the new Industrial Estate in Qingyuan. As at 30 September
2002, an amount of HKS50 million was already drawn down
by the Group. For day-to-day liquidity and to maintain flexibility
in funding, the Group has also been provided with several
significant uncommitted short-term borrowing facilities by its
relationship banks. There are, however, no present need for
borrowings of any material amount. The Group considers its
financial resources to be adequate to support the business in
the coming year.

The Group's borrowings are primarily denominated in Hong
Kong dollars and the Group has no significant exposure to
foreign exchange fluctuations in relation thereto.

At 30 September 2002, the Group had bills discounted to
banks amounted to HKS96 million.
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