BUSINESS PERFORMANCE
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Refrigerator Business

During the year under review, the Group's sales volume of refrigerator
business increased by approximately 10% in comparison to the
corresponding period last year, amounted to approximately 665,000 units.
Turnover decreased by approximately 6%, amounted to approximately
HK$511,864,000.

Overseas Export Market

The Group continued to expand the business in the PRC for the year
under review, and aggressively explored overseas markets at the same
time. The refrigerator business achieved stable development. Total export
volume of refrigerators reached approximately 250,000 units,
representing a 4% increase as compared with that of last year. The Group
has implemented effective cost control that brought about a similar gross
profit level of refrigerator to that of last year, though the export price
decreased against previous year.

The PRC Market

During the year, the sales volume of HUALING refrigerators in the PRC
increased by approximately 16% amounted to approximately 336,000
units, in which mini-refrigerators substantially increased by approximately
113% whereas refrigerator decreased by approximately 16%. Due to the
excess supply of the refrigerators in the PRC provinces and the rural
markets have not been fully explored yet, coupled with the fierce price
competition, the price level of refrigerator remained low, which gave rise
to a sluggish performance of refrigerator business. However, the effective
cost control made gross profit level of refrigerator business remained
unchanged in comparison to that of last year.

OEM Market in the PRC

During the year, OEM product sales volume amounted to approximately
79,000 units, representing approximately 3% increase against last year.
Since the Group possessed large-scale hardware facilities, superior
research and development capabilities, quality management coupled with
good reputation in the industry, orders remained stable which recorded a
stable growth in OEM refrigerators.
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Turnover of Refrigerator
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Sales Volume by Markets of Refrigerator
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Prospects of Refrigerator Market

Industry players expect there will be at least 3,000,000 refrigerators facing the demand of replacing the old models with new
ones. The coming years will be another peak for the development of refrigerator market. The Group will grasp the opportunities
arising from the restructure of refrigerator industry and product improvement, and expand the Group's market share by means of
market-orientation. At the same time, the Group will allocate resources and incorporate advanced technology to enhance the
Group's core techniques of refrigerator production and product quality so as to attract more customers. The management of the
Group believes that the competition of refrigerator industry will become more rigorous, while the export business will be positively
affected by the PRC's entry to the WTO, and in turns stimulating the rural refrigerator market, the PRC's refrigerator industry will
continue to prosper and become more challenging.
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