CHAIRMAN'’S STATEMENT

DIVIDEND
No dividend was paid or proposed during the year ended 31st
December 2002, nor has any dividend been proposed since

the balance sheet date (2001: Nil).

BUSINESS REVIEW

The Group’s consolidated turnover for the year 2002 was
HK$2.4 billion, representing a slight decrease of
approximately 4% when compared to the previous year. The
Group’s operating profit was HK$59 million, representing a
reduction of approximately 17% from last year mainly due to

squeezed profit margins resulting from severe competitions.
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Trading and Distribution

Despite the slowdown in the global electronics market, the
turnover and the operating profit of the Group’s Industrial
Products Trading Division grew by approximately 13% and
87% respectively, compared to the previous year. The Group’s
operations in Taiwan, which continued to perform well in the
second half of 2002 and achieved approximately 50% growth
in profit in 2002, was the major source of the Group’s profit
mainly due to the great demand for its range of products in
the market. Trading in electronic assembly-related products
by the Electronic Equipment Department of the Industrial
Products Trading Division in Hong Kong also contributed
significantly to the profit of the Division and recorded
approximately a 88% increase in profit for the whole year as
compared to 2001. Trading in PCB related products in Hong
Kong returned to profit for the whole year albeit a loss was
recorded in the first half of 2002. However, operations in
Singapore, which suffered from the deterioration in the
electronics sector, incurred the largest operating loss within
the Industrial Products Trading Division. The revenue of the
China Trade Department increased by approximately 32% as
compared to 2001 but a small operating loss was recorded
mainly because of squeezed profit margins and additional
overheads incurred in Shanghai for strengthening the sales

force to prepare for the future market potential in China.
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Shoda-Auto Multi-V-Scoring System
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Manufacturing

In light of the general pessimism for the worldwide economic
outlook, demand for electronic products continued to drop
significantly. In spite of the Group’s effort in maintaining a
wide customer base and improving the quality of products
and services, the turnover of the OEM Manufacturing
Division declined by approximately 12% to HK$1.4 billion as
compared to 2001. Lower profit margins coupled with
relocation expenses for the manufacturing facilities have

adversely affected the results of the Division in 2002.

The Group has relocated all of its manufacturing facilities to
WKK Technology Park in Changping, Dongguan, China in the

last quarter of 2002.
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FINANCE
The Group has committed bank facilities and other financing
facilities totalling HK$895 million, of which HK$566.7 million

were drawn down as at 31st December, 2002.

As at 31st December, 2002, the Group’s consolidated net
borrowings amounted to HK$485.2 million and its
shareholders’ equity amounted to HK$508.4 million, resulting

in a gearing ratio of 95%.

Most of the Group’s sales are conducted in the same
currencies as the corresponding purchase transactions. To
manage its exchange risks, the Group has, where necessary,
entered into forward contracts for foreign currencies for

hedging purposes.
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EMPLOYEES

As at 31st December, 2002, the Group had a total of 4,284
employees, of whom 364 were based in Hong Kong, 3,714 in
the PRC and 206 overseas. The remuneration packages of the
Group’s employees are mainly based on their performance
and experience, taking into account current industry
practices. In addition to the provision of a provident fund
scheme, medical allowance, in-house and external training
programs, discretionary bonuses are also available to
employees based on their performance. The remuneration
policy and packages of the Group’s employees are reviewed

regularly.

PROSPECTS

Despite the dim hopes for an economic recovery in the near
future, the Directors expect that the demand for the
industrial products distributed by the Group will remain

strong for the coming year.
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Given the prevailing economic conditions, the operating

environment for the Group’s OEM Manufacturing Division is

expected to be tough. However, with the Group’s continuous

efforts to explore opportunities and the Group’s diversified

customer base, the Directors are optimistic that the level of

business for the coming year will be comparable to that of the

previous year. After relocating to WKK Technology Park with

much improved manufacturing facilities, the Group’s OEM

Manufacturing Division has positioned itself to benefit from

the future turnaround of the electronic industry.

By Order of the Board
Senta Wong
Chairman

Hong Kong, 4th April, 2003
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