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Customers became increasingly conservative as consumer sentiments
remained subdued after the 911 events, leading to a further delay in order
releases and a shift of orders towards the low to middle range and smaller
sizes. Average selling price and gross margins of our toys output decreased
as aresult. The closedown of U.S. ports in October 2002 resulting in additional
air freight expenses and some order cancellations, had further impact on our
performance.
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REPORT OF THE DIRECTORS
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AUDITED FINANCIAL STATEMENTS

Consolidated:

Profit and loss account

Balance sheet

Statement of changes in equity

Cash flow statement

Company;

Balance sheet

Notes to financial statements
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