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Over the past few years, the Group has experienced an
unprecedented period of decline in its main areas of
activity. During 2002, the greatest challenge to us has
been the extended and pronounced correction of the

property market in Hong Kong.

To overcome these difficulties, we have been constantly
reviewing the market situation, our competitive edge
and strategic direction. In May 2000, we decided to
scale down the contracting business and believed we
had made sufficient provisions in 2001. However, the
market conditions for us to obtain final settlement of
our contracting works have deteriorated rapidly since
late 2002. Unexpected disputes involving substantial
claims have arisen between the main contractors and
the developers. Recovering the related outstanding debts
has become an extremely lengthy and complicated task.
As a result, we believe extra provisions are necessary
to cover the increased risk associated with our down
scaled contracting operations. Following our divestment
in the technology sector, we have also decided to clear
all the related investments from our balance sheet. The
unfavorable effects of these events have been fully

reflected in our 2002 operating loss.

On the positive side, we remain strong in our traditional
trading business. We have focused on capturing a larger
market share, both in Hong Kong and in the Mainland,
by constantly striving to provide high value added
content to our services and products. Our strengths and
competitive edge are well supported by our dedicated
staff, stringent cost control and streamlining measures.
Despite the fragile economic environment, we have
maintained a solid financial position with positive
operating cash flow and zero bank borrowing at the

year end.

Although there are signs of a modest economic recovery,
we expect our Hong Kong operations will be under
sustained pressure in 2003. However, we remain
optimistic about the future based on our talented human
resources and healthy financial fundamentals. We
believe we have reinforced our leading position in Hong
Kong and are well prepared to take advantage of the
business opportunities in the Mainland during this post-
WTO era.
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