
V. MANAGEMENT DISCUSSION AND ANALYSIS

(1) Business review and financial status of the Group

During the period, the market demand for manufacturing
machineries increased significantly. The Group has put more
efforts to expand its market and increases the profitability of
the sales of products. The Group has placed emphasis on
accelerating the development of advance and technology
with higher profit margin, strengthen internal control,
strengthen employees motivation in order to substain cost
control and meeting financial and business operation
budget. The Group has set up certain cost and profit control
centres and economic responsibility system. The Group’s
turnover for the interim period ended 30th June, 2003
amounted to RMB111,971,000 representing an increase of
81.73% as compared with the last interim period. Net profit
attributable to shareholder amounted to RMB3,667,000,
representing an increase of 31.67%.

With the continuing increase in market demand, there is an
increase in sales orders received during the period. The
Group would spend more efforts to capture the market and
improve capital return. The Group has also placed emphasis
in upgrading its productions and business, accelerated the
development of boring machines with higher profit margin.
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(2) Business review for the period

1. The Group is principally engaged in the development,
design, production and sales of machine tools and
accessories, high rating power saving products and high
technology products. Also, the Group would sell its own
technology and provide consultancy services.

2. Review of business

% %
Proportion to Sales of
total machine digital control

Sales tools sales products
Product types (RMB’000) (%) (%)

Horizontal boring
  machines 49,591 65.0 11.8

Jig boring machines 12,443 16.3 45.2

Vertical and precision
horizontal machining centres 11,988 15.7 100

Others 2,226 3

(%) % % (%)
Change in Change in

principal principal Change in
Principal Principal operating operating gross

operating operating Gross income from cost from profit from
income cost ratio last period  last period last period

Business segment (RMB’000) (RMB’000) (%) (%) (%) (%)

Machine tools 86,431 57,628 33.3 75.4 64.1 15.9
Fuel and electricity machine 13,345 8,255 38.1 129.0 130.8 (1.2 )
Others 12,195 7,190 41.0 87.7 128.6 (20.4 )
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(3) Analysis of business by products and geographic
segments

1. Sales by major product categories1.



2. Analysis for sales by industries

( ) %
Proportion to

Quantity Sales total sales (%)
Industry  (Unit)  (RMB’000)

Specific machinery for
manufacturing business 49 26,581 37.6

General manufacturing business 48 17,941 25.4

Transportation equipments for manufacturing business 11 10,732 15.2

Other manufacturing business 58 15,357 21.8

3. Analysis of sales by geographical segment. Major
provinces are set out as follows:

The Company’s customer base is derived from all
provinces of the PRC, except Tibet and Taiwan. The
major geographical segments are as follows:

%
Quantity Sales Proportion to total sales

Provinces (unit) (RMB’000) (%)

Eastern China 84 31,550 41.4
North, Northen-east China 19 17,343 22.8
Southern-west, Northern-west China 24 15,280 20.0
Southern-central, Southern China 30 12,074 15.8

4. The Company’s products other than machine tools
have experienced a rapid growth during the period.
Sales contributed by four high technology products
contributed to a turnover of RMB25,540,000. The
components are set out as follows:

(%)
Sales Proportion to total sales

Products (RMB’000) (%)

Turbo machines 13,345 12
Intelligence electrical machines 3,356 3
Computerized embroidery machines 7,020 6
Protoyping machine 1,819 2
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(4) Difficulties faced by the Group and its resolutions

1. There is recoverability problem for certain long outstanding
trade receivables. The Group has taken appropriate actions
to encounter this problems.

2. During the period, the market demand for boring machines
increased significantly, however, due to the restriction on the
Group’s production capacity, the Group has faced
challenges on its logistic system. In order to overcome this
challenges, the Group has intensified internal reform and
adjusting its operations to the higher standard according to
the requirement of the market. Besides, the group has also
acquired some advanced technology machines in order to
maximise its production capabilities.

(5) Investing activities

1. The Company has not issued any new shares since its
public offer of new shares in 1993. There is no difference
and change in the use of listing proceeds of the Company
during the reporting period.

2. Other investing activities:

(1) During the period, the Company has authorised to
make further investment in Xian Ser Turbo Machinery
Equipment Company Limited (“Xian Ser”) amounted to
RMB21,630,000. During the reporting period, Xian Ser
engaged in develop, design and sale of turbo-
machinery.

(2) During the period, the Company has made further
investment in Shaanxi Hengtong intelligence Machine
Company Limited (“Hengtong”) amounted to
RMB17,730,000. During the repor ting period,
Hengtong engaged in develop and sale of
manufactur ing moulds, machinery equipment
electronic products, software and hardware.
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