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FINANCIAL RESULTS

The year 2002 produced solid business growth for the Group.
The Group's sales turnover broke new high to HK$4.35 billion,
a surge of 17.8% from the previous year. During the year, the
Group continued to benefit from the digital convergence in
products in the video and in-car electronics divisions. Profit
attributable to shareholders made a 15.1% advance to HK$55.3
million. The board is pleased to have recommended a final
dividend of HK2.0 cents per share therefore increasing the total
dividends for the year to HK2.5 cents from HK2.0 cents in the

previous year.

BUSINESS REVIEW

The economic conditions in the Group’s major markets in 2002
were generally affected by geopolitical events and consumers’
cautious and conservative spending. Despite their cautious
consumption pattern, consumers have embraced the impressive
quality of video and audio effects as well as the interactive
capability of AV products based on digital technologies.
Capitalizing on the very competitive pricing at the retail level,
these digital AV products have been penetrating the home AV
and in-car AV environments in high gear. The video sector of
consumer electronics, in particular, continues to experience
double-digit growth in volume for products such as DVD players
as consumers purchase for their homes and vehicles. Consumers,
particularly families, can now take their home AV entertainment

to the road.
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Such rapid growth in digital audio and video products has been
countered by cutthroat price erosion primarily from mainland
China manufacturers entering the scene. Competition is
particularly severe in the home AV sector. In the US market, for
instance, the entire logistics chain from retailers all the way
down to critical component suppliers has been under severe
pressure to deliver digital AV products to consumers at very
competitive price points with fast response time. The term “time-

to-market” is constantly taken to test.

We credit our strategy of maintaining a balanced portfolio of
customers, proactive product development, and a strong
customer base to leverage from. Our customer base and volume
output also make us an attractive partner for suppliers of critical
components and solutions providers as an early adapter of their

new technologies.

In essence, our strategy translates into win-win partnerships
with our customers and suppliers together to offer consumers
the best products and price points at the right time. Following
this strategy, our business units turned in commendable growth
in volume for AV products although margins were still under

pressure.

Our efforts in entering the China market during 2002 were
conservative by adopting a learning mode. We invested in local
human resources in the areas of marketing, sales and engineering
to develop products catered to local needs. We took time to

build selected distribution network and sales nodes.

The gradual appreciation of euro and yen has helped the Group
increase our business opportunities in Europe and Japan. The
strong euro facilitated more export of our products to Europe.
The strong yen created incentive for Japanese manufacturers to
outsource to China-based manufacturers like us to lower their

costs, i.e., more OEM business.

The Group's 519% owned joint venture in Beijing experienced
weakness in sales of network information services, which
contracted and remained a small part of the Group's turnover.
This was mainly due to the slower than expected pace for its
market and technology to reach maturity. During the year, the
Group has written-off the impairment in its goodwill for the

joint venture.
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As business volume increases and response time shortens, we
are constantly reviewing our operations for efficiency and
effectiveness. Many manufacturers have experienced
implementation difficulties in their Enterprise Resource Planning
("ERP") efforts. Our experience, which began in 2001, was with
no exception, but we remained committed to this program and
have re-organized the IT personnel to drive the program to

completion.

In addition to implementation of ERP, we started a collaboration
project with experts from The Chinese University of Hong Kong
to benchmark our logistics operations and look for areas that
could gain us additional efficiency and effectiveness via

information technology in our supply chain management.

PROSPECTS

The overall global economy in the coming year is expected to
remain uncertain in major markets where the prosperity will
depend upon post-war consumer attitude. The Group will
consistently maintain its focus in product development and China

market.

The Group believes that the growth for consumer electronics
products for home AV and in-car AV sectors will stay positive
due to rapid increase in availability of digital entertainment
products such as games, movies with special effects, and audio
and video programs downloaded from the Internet. We see
consumers switching from analog equipment such as the VCR
to digital products utilizing the latest recording technologies.
Consumers have only seen the beginning of a proliferation of
digital AV products and digital entertainment with more promised

to come.

As more digital AV products find their way to the households,
the next generation products will focus on features, acoustics,
and additional capabilities that are perceived by consumers as

value-add. The Group is ahead in availability of new products.

The Group firmly believes that the key to success is offering the
right products ahead of our competitors as our primary weapon
to compete in the ever-toughening time-to-market landscape.
We are committed to investing in product developments by
teaming with technology partners who are attracted to our strong

clientele and volume as well as committed to working with us.
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In the in-car AV sector, we are expecting both video equipment
and navigation systems based on Global Positioning System
(GPS) technology to further penetrate western markets in the
after-market segment as the price point reaches a level of
consumers’ acceptance in the coming years. Our in-car
electronics division, with its ample experience in original-
equipped and after-market products, is in the best position to

benefit from this committed development.

Contrary to the West, China has built substantial momentum to
continue its strong economic growth in 2003 and beyond.
Consumer products such as home AV appliances, mobile phones,
personal computers, and automobiles have all seen double-
digit growth. Extrapolating from current trends, the market for
DVD players in China, for example, will surpass that of the US
by 2005. Similarly, the opportunities for in-car AV products are
enormous considering the growth in the number of vehicles in
China and relatively few qualified manufacturers. China's
accession to the World Trade Organization ("WTO") in 2002

only served to fuel more growth this decade.

The Group's investments in joint ventures in Nanjing (in-car AV
products) and Wuxi (home AV products) are well positioned to
benefit from China's growth. We continue to take a learning
mode for the China market. We are committed to building our
presence in China with products that are designed for the China

market and through our distribution network.

Recruiting senior and mid-level management talents was a main
objective in 2002 and remains so in 2003. We continue to add
depth to our core group of senior executives and mid-level

managers.

The Group appreciates the enormous efforts that our staff made
throughout a challenging year and the board understands the
pressure that everyone has been under. On behalf of the board,
I would like to express my most sincere thanks to everyone of
the staff who have given their best to the Group. It is especially
my hope that we continue to make improvement with such
effort in the coming year.

Poon Ka Hung

Chairman

Hong Kong, 14 April 2003
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