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( BUSINESS REVIEW )
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The turnover of the Group for the first half of the year
amounted to HK$218,170,000, a decrease of 11%
over the corresponding period in last year. This was
attributable to the economic slowdown in the US,
which affected global economies and caused a
decline in the demands of lighting products and
directly affecting the overall businesses of the Group.
As a result of the stringent efforts on cost control and
to improve management, the Group was able to
sustain its high profit margins. Profit attributable to
shareholders amounted to HK$42,904,000, a slight
decrease of 11% as compared to the corresponding
period in last year. Basic earnings per share was
HK9.5 cents.
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[MARKET ANALYSIS OF HOME LIGHTING ]
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The US Market

The US market continued to suffer from an economic
slowdown, with no evident signs of a rebound in the
near future and a decline in the market demand for
consumer goods (including lighting products). During
the period under review, turnover in the US market
amounted to over HK$193,000,000, a decline of
approximately 13% over the corresponding period of
last year. Although sales were relatively weak for the
first half of the year, lighting products are undoubtedly
a necessity in life. Coupled with the Group’s aggression
in launching new products to cater for the different
market demands, orders for the Group started to
rebound by the second quarter of 2001. Monthly
sales on average totalled over HK$40,000,000, and it
is expected to remain stable for the remaining half of
the year.

Facing the slowdown of growth in the US market, the
corporate strategy is to sustain its high quality in
products and also to maintain its amicable relationships
with customers. The Group also plans to develop and
expand other large and medium sized DIY (Do It
Yourself) retail chains and specialty lighting stores.
Through continuously researching and developing
new designs, unique taste and trendy products to
cater for the different needs of the customers, the
Group can maintain its competitive edges to sustain a
leading position in the market.
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Interim Report

Canadian Market

Contaminated by the weak economic situation of its
neighboring country, Canada continued to suffer from
an economic slowdown along with a decline in
purchasing power. During the period under review,
turnover derived from the Canadian market amounted
to HK$3,300,000, a decrease of 59% as compared
to the same period in last year. Besides aggressively
looking for new clients, the Group will also change its
sales strategy to develop more high quality but
economical products with a hope to capture more
market share in the Canadian market.

European Market

To sustain a high growth rate, the Group is putting
much effort in expanding the overseas markets in
addition to the US and Canadian markets, with
Europe and Japan achieving satisfactory results.
During the first half of the year, turnover derived from
the European market amounted to HK$7,200,000,
accounting for 3.34% of the Group’s total turnover.
Concerning the European market, the Group decided
to strategically restructure the business. It will switch
the focus from developing high to middle end
products to commence sales of lighting products
targeted at the mass market so as to increase the
turnover rate to maintain a satisfactory profit margin.

Japanese Market

During the period under review, the Group achieved a
better rate of growth in the Japanese market than the
one expected. The Group’s turnover in the Japanese
market amounted to HK$7,300,000, an increase of
77% over the corresponding period of last year and
contributed to 3.36% of the Group’s total turnover.
The Group is confident of having accurately captured
the purchasing pattern and taste of Japanese
consumers. The Group will continue to strengthen
relationships with its business partners, develop new
products and expand market share. It is highly
anticipated that the Japanese market will become a
significant revenue contributor for the Group in the
near future.
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FHIRERE

New Products

The Group takes pride in its innovative and experienced
research and development team as they can accurately
pinpoint the needs and styles of specific markets to
develop new designs and customized lighting products
for consumers. Designers from PRC, Taiwan and US
produced a total of 170 products of different styles
and class in the first quarter of 2001, and among
which 41 products, or 24% of the new products,
received immediate orders and encouraging response.

Commercial Lighting

As an effort to further expand business development,
the Group began to develop commercial lighting
products at the end of 2000 to target the domestic
market of the PRC. For the first half of the year,
turnover for commercial lighting products amounted
to approximately HK$5,800,000. With more than 10
projects in negotiation, the rate of development
meets expectations of the Group.

Commercial lighting business is currently in its
investment stage. Since projects for commercial
lighting are comparatively larger in scale, profit margins
are also higher as compared to home lighting.
Coupled with the speedy development of PRC’s
economy, the potential for development is enormous.
The Group is very optimistic of the business prospects,
with a hope that it will bring better profit for the
Group.

MEMm
AEEHEA AL EME R RAEBPIRD B
T PR EE I R HEN TSR EREE -
MERAFTARDABEEERKORAER - K&
EREPE  ZEREENRFE  EESFFE—
FE A B TR R A HE an HK17058 - E PR
BRETENBM  AMEMRAZENAIZ -1
/- pRARIEZR o

7 3 R A

RE—FPEREGRED  AREREFE - REH%
REAXRAER  THAPBEREMES - E5F LF
FE  BERBERNEEBHNRLBN\TEET
MBBT+ZETIREBEAART BREZETK
KB ZFBHKFE -

BERPAXHRBRNRERMBER - AR B XK
MTE-RBEARE  ENXTREETRA/S -
MABEEFBREELARRR  ZXBERANER
BN AREEHLBEBRSRBELD  HEER
AEBEHRABNME -

(PROSPECT

(RZ

Diversified Development

The economic slowdown in the US will affect the
Group to a certain extent. It is highly anticipated that
the numerous deduction of interest rate implemented
by the US Federal Reserve will reflect a positive
rebound by the fourth quarter of this year to
resuscitate the economic situation of US and the rest
of the world. Regarding its future prospects, the
Group will speed up the process of diversifying its
development with the priority in strengthening the
enormous domestic market of the PRC. On the other
hand, the Group will also focus on the European and
Japanese markets, to continuously seek for new
clients and to better serve its existing clients. In
addition to maintaining its goal of developing middle
to high end artistic lighting products, the Group will
also develop the middle end, simple and family
oriented products targeted at the mass market so as
to expand its market share.
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Interim Report

At the same time, the Group will restructure the sales
network and product combination for the US market.
Due to the slowdown of the US market, the desire to
spend and purchase goods declined. However,
sentiments towards the middle end products,
especially on the DIY products, remained unaffected.
The Group will strengthen its research and
development of DIY products to strive for business
opportunities amongst different economic
environments.

Commercial Lighting

Currently in the investment stage, the business
development of commercial lighting is accelerating at
a satisfactory pace. The Group is very optimistic of
the prospect of this business and the PRC market.
Commercial lighting targets mostly the construction
industry and large construction projects, in order to
capture the rising opportunities from the “Go West
Project” implemented by the PRC government and
Beijing as the host of the Olympics 2008. As a result,
the PRC government and other developers will speed
up construction activities to improve and expand the
market. With its expertise, innovative designs and
technical know-how, the Group is ready to establish a
strong foothold in the market. The higher profit
margin from the commercial lighting business will also
contribute to a significant increase in profit when the
business becomes steadier.

Marketing and Promotion

The Group pays much attention in marketing and
promotions by grasping the market situation,
understanding clients’ needs and following with market
trends. During the period under review, the Group
participated in a lighting show held in Frankfurt,
Germany in April, and two lighting shows in May held
in Milan of ltaly and Taipei of Taiwan respectively. The
Group also plans to participate in a Hong Kong
lighting show and other furniture shows held in the
US. The Group routinely distributes a product list to
promote its new products to the clients, as well as
inviting new and existing clients for site visits and to
purchase new products. Moreover, the Group will
even arrange for sales representatives to visit
customers as an effort to improve customer
relationships and to expand customer base.
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FHIRERE

Incorporating innovation, integrity, harmony and
appreciation in its business philosophy, the Group has
maintained an air of confidence within the players in
the industry to remain strong and sturdy. The Group
has efficiently and effectively selected a path for its
business expansion so as to maximize the room for
development. The Group is highly optimistic of a
successful performance for the remaining half of the
year and to bring fruitful returns to the Company’s
shareholders.
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[LIQUIDITY AND FINANCIAL RESOURCES
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The Group generally financed its operations with
internally generated cash flow. At 30 June 2001, the
Group had cash and bank balances of a total amount
of HK$130 million and net current assets of HK$131
million. The Group has consistently maintained a
strong working capital during the Period. At 30 June
2001, the Group had no outstanding borrowings. As
a whole, the Group’s financial status is very healthy,
which provides a strong base for the Group’s future
development.
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[EMPLOYEE REMUNERATION POLICY
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At 30 June 2001, the Group has approximately 1,360
(at 31 December 2000: approximately 1,220)
employees. Employees are remunerated according to
nature of the job and market trend, with built-in merit
component incorporated in the annual increment and
year end performance bonus to reward and motivate
individual performance.
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