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CHAIRMAN'’S STATEMENT

capability to provide high quality products and services. As
the enhancement efforts have now been largely completed
and a solid foundation is in place, the Suzhou production
plant is actively working on expanding its clientele,
capitalising on the strong reputation and international client
network of the Singapore subsidiary. It is anticipated that the
Suzhou production plant will be able to take advantage of the
growing demand for printing and packaging services in the
Yangtze River delta and will generate good revenue for the

Group over the medium and long term.

The Suzhou production plant successfully obtained the
1SO9000:2000 Quality Management Systems Accreditation in
January 2003, only five months after it commenced

operations.

Shaoguan Contract Processing

As part of the means to cater for the growth of the Group’s
business and to further reduce the Group’s operating costs,
the Group has recently entered into a contract processing
agreement with a factory in Shaoguan, Guangdong. This
arrangement enables the Group to allocate some of the more
labour-intensive production to the Shaoguan factory. The
Group is closely monitoring the cost effectiveness and
product quality under this arrangement, and may consider
further means to increase the benefits should such

arrangement prove to be beneficial to the further

strengthening of the Group’s competitive advantages.
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CHAIRMAN'’S STATEMENT

Singapore Operation

The Singapore economy remained tepid following some signs
of mild recovery in the first few months of the financial year.
Being an export-oriented economy, it is closely affected by
the economic conditions of the United States, which did not
have any significant improvements during the year. The
electronics sector, one of the major income earners of
Singapore, was still a hostage to the excessive production
capacity perpetuated by the burst of the new economy
bubble. Under these circumstances, the Group’s Singapore
subsidiary recorded a decline in profit that was caused by

intense competition and irregular order patterns.

The Singapore subsidiary is taking a number of measures to
resume its profit growth. First and foremost is an expansion in
customer base. Strong efforts have been made to secure
customers from other industries, particularly those that proved
able to remain unscathed or even benefit from the general
economic downturn. There are good signs that revenue
derived from these industries will increase in the current
financial year. Coinciding with the expansion in customer
base is the customer relationship enhancement programme,
under which customer surveys are made to keep abreast with
customers’ needs, products with a greater variety are offered
at competitive prices, and value-added service such as
premium sourcing, product packaging design and total
solutions are provided to strengthen customer loyalty. At the
same time, the Singapore subsidiary is further tightening its
cost controls by targeting at a number of identified areas,
while expanding its source of revenue by actions that include
undertaking the Suzhou project. The management believes
that there are good prospects that the Singapore subsidiary
can resume its growth momentum in the current financial

year.
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CHAIRMAN'’S STATEMENT

In November 2002, two packaging design entries submitted
by the Singapore subsidiary won the prestigious “Asia Star
Award 2002” organized by The Asian Packaging Federation, a
regional contest which 13 Asian countries participated and

only six submissions from Singapore were among the winners.

Environmentally friendly products

The performance of the environmentally friendly products
division has significantly improved during the year under
review. Its turnover increased substantially while the loss
amount narrowed to a level closer to breakeven. Stringent
cost control measures and further expansion of product lines
from interior packaging products and “Greenworks” products
to other paper products helped improve the performance of

this division.

In October 2002, Greenworks International Limited, the
Group’s principal subsidiary for the environmentally friendly
products business, received the “2002 Business Environment
Council Certificate of Merit in Environmental Performance”
which represents a recognition of the subsidiary’s dedication

to environmental protection.

Licensed products

Following the restructuring in the last financial year, the
licensed products division has been focusing its efforts on the
promotion of the Group’s own brand “Robbi the bunny”,
including the monthly publication of Robbi comic books and
the production of Robbi cartoon series. This strategy enabled
the division to significantly reduce its loss during the year

under review.
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CHAIRMAN'’S STATEMENT

The Group plans to increase its efforts to grow the business
relating to “Robbi the bunny” in both the domestic and
international markets. Measures are expected to include the
appointment of local and overseas agents to assist in
promotional activities such as participating in international
trade fairs, publishing Robbi magazines and producing Robbi
cartoon series. Moreover, the Group will capitalise on its

strong relationships with customers to promote “Robbi the

bunny” to reputable international publishers.

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s sources of funding include cash generated from
the Group’s operations and banking facilities provided to the
Group by banks mainly in Hong Kong and Mainland China.
As at 31st March, 2003, the Group’s cash and bank balances
and short-term bank deposits amounted to approximately

HK$75 million.

During the year under review, the interest expenses of the
Group dropped by 23% to approximately HK$ 6.7 million, as
a result of the Group’s improved cash flow and prevailing low
interest rates. The Group will continue to make use of lower
cost Renminbi loan facilities to hedge against possible upward
adjustments of Hong Kong dollar interest rates in the future.
Currently, the Group has Renminbi-denominated loan
facilities amounting to approximately RMB49 million that are
available for the Group’s Shenzhen, Guangzhou and Suzhou

plants for working capital purposes.
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CHAIRMAN'’S STATEMENT

As at 31st March, 2003, the Group had a working capital
deficiency of approximately HK$1.6 million compared to
HK$11.7 million as at 31st March, 2002. The Group’s debt-to-
equity ratio as at 31st March, 2003 was 60% (31st March,
2002: 62%), based on short-term and long-term bank
borrowings and other debts/borrowings (excluding trade
related debts and borrowings) of approximately HK$140
million (31st March 2002: HK$116 million), and shareholders’
funds of approximately HK$232 million (31st March, 2002:
HK$187 million). The Group will continue to adopt prudent

policies to maintain a healthy financial position.

CHARGE ON ASSETS

As at 31st March, 2003, certain assets of the Group with an
aggregate carrying value of approximately HK$81 million
(2002: HK$83 million) were pledged to secure the banking

facilities of the Group.

EXCHANGE RATE EXPOSURE
All the Group’s assets, liabilities and transactions are
denominated either in Hong Kong dollars, US dollars,
Renminbi, Japanese Yen, Singapore dollars or Euro. The
exchange rate of US dollars/Hong Kong dollars are relatively
stable due to the current peg system in Hong Kong. On the
other hand, the existing Renminbi-denominated loan facilities
help mitigate the currency exposure on domestic operations

in China. Transaction values involving Japanese Yen or Euro

were relatively insignificant and hedged by forward contracts.
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CHAIRMAN'’S STATEMENT

HUMAN RESOURCES DEVELOPMENT

Currently, the Group has more than 5,000 employees. The
Group maintains good relations with its employees, providing
them competitive packages and incentive schemes as well as
various training programmes. Besides, a new Share Option
Scheme complying with the revised Listing Rules
requirements was adopted in September 2002 under which
share options may be granted to certain employees (including
executive directors of the Company) as incentive for their
contribution to the Group. Following the opening of the
“Starlite Institute of Management”, the Group provides various
training and development programmes to staff on an ongoing
basis. The Group is exploring the possibility of launching a
master’s degree and other special training programmes with

universities in China and education institutions abroad to

further enhance its staff quality.

LOOKING AHEAD

Whether the United States economy can achieve a sustainable
recovery in the near future remains a question. While some
signs of economic improvement have emerged in the United
States following its war against Iraqi, the Federal Reserve’s
decision to cut interest rates by a further quarter percent in
June 2003 underlines the weakness of the United States
economy. The prospects for major European economies do
not look promising either, as structural rigidities continue to
restrain government efforts to revitalise economic growth. In
the Asia-Pacific region, Japan remains in the doldrums,
leaving China as the only locomotive to drive up economic

growth in the region.
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CHAIRMAN'’S STATEMENT

Having gone through the past challenging years, the Group
learned that the best way to stay ahead is to continuously
improve and equip itself. The concept must be promoted
deep down to all levels of staff because however small an
individual contribution is, it might make a big difference. This
is the underlying reason why the Group is spending great
efforts on providing comprehensive and ongoing training for
staff. Continuous improvement also means that the Group
must take initiatives to further improve its products and
services,

strengthen its cost efficiency, seek for new

opportunities, and strengthen its risk management.
Continuous improvement is the foundation for the Group to
maintain its competitive advantages, and maintaining
competitive advantages is the basic requirement for gaining
sustainable growth. The Directors believe this strategy will

result in the continued positive performance of the Group.
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