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| am pleased to announce the audited consolidated results of
the Company and its subsidiaries (the “Group”) for the year ended
31 March 2003.

RESULTS

For the year under review, the Group recorded its turnover of
HK$38,092,000 (2002 : HK$47408,000) representing a decrease
of 20% and its net profit attributable to shareholders of
approximately HK$37,432,000 as compared to a loss of
approximately HK$59,284,000 in 2002. The profit was mainly
contributed by the gain of debt restructuring of HK$77,031,000.

BUSINESS OVERVIEW

During the year, the Group has successfully implemented the
debt restructuring which gave the Group significant improvement
to its capital base and restored the on-going support from our
business partners for daily operation. In view of the global economy
persisted to shrink by deflation, terrorists’ attacks and in particular
the Irag war, the overall sales performance fell below the Group's
expectation. In order to maintain our product's competitiveness
and to reduce the operating expenses, we have implemented various
marketing strategies such as early bird program, adopting new pricing
policy and scaling down the production.

With the uncertainties about the global economy and shrinkage
in toys demand, most of our customers were pessimistic and
cautious in their buying patterns as compared to previous year.
This caused a decrease in our turnover generated from most of the
major geographical regions.

With the Iraq war, heavy price fluctuations occurred in the by-
products of petroleum such as plastic material, one of our primary
raw materials utilized for the Group’s manufacturing operations,
especially for our core product item - toddler cars. This in turn
caused a rise to the cost of our products and affected our new

pricing policy.

The prolonged adverse effect from terrorists’ attacks and labour
strike in the harbour terminals of the United States led to the
cancellation and postponement of certain orders so that the Group
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had scaled down its production to reduce its fixed operating
expenses in late 2002. At the same time, an effective internal
control system has been implemented by the Group to streamline
its operation process with an aim to increasing its production
efficiency.

In order to ensure the Group places itself in more promising
future, the management has taken several measures to manage
the business of the Group through reduction of fixed operating and
administrative expenses, cost control, establishment of a product
design department in Hong Kong office together with the recruitment
of well experienced sales and marketing staff to assist in formulating
its sales strategies.

PROSPECTUS

The management believes that during the global recession
and the downturn in toy's industries, it is appropriate for the Group
to re-engineer its production capacity, to reset its sales and marketing
strategies, to review its long term mission and to penetrate its
products into new markets. The Group will continue to focus on
enhancing its ODM products and expanding its business into key
markets. In the forthcoming recovery of the global economy, the
Group can ride on the upswings to achieve the long term growth.

APPRECIATION

On behalf of the Board, | would like to express my sincere
thanks to my fellow directors and all our staff members of the
Group for their dedication towards the Group throughout the year. |
would also like to take this opportunity to express my appreciation
to all our shareholders for their continuous support to the Group.

Lo Ming Chi, Charles
Chairman

Hong Kong
24 July 2003
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