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Mr Peter Francis Amour

A YEAR OF SUCCESS

2003 was a very successful year for the Company. We achieved record
levels of turnover and profit, introduced new breakthrough products,
moved into five new markets, became the second largest supplier of
cordless telephones in Europe (our key market), resumed the payment of
dividends after a five years gap, repaid all outstanding bank debt and had

record levels of cash on hand at year end.

KEY FINANCIAL HIGHLIGHTS

Sales increased 91% over 2002 levels to reach HK$1,354 million; gross
profit increased 53% to HK$154 million; EBITDA grew 63% to HK$74
million and net profit for the year was HK$52 million, a 55% increase
over 2002. Earnings per share grew 50% to HK$0.18.
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Since the present management team took over in late 1999, sales have
grown at a compound rate of 35.8% per annum; operating results have
improved from a loss from operations after finance costs of HK$174.2
million in 1999 to a profit from operation after finance costs of HK$55.8
million in 2003; net profit after taxation has turned around from a loss of
HK$326.3 million in 1998 (the year before we assumed control) to reach

HK$52 million in the current year.

Our balance sheet strengthened considerably, aided by the repayment in
March 2003, ahead of schedule, of the balance of the then outstanding
convertible notes and the new share issue in August at a subscription price
of HK$0.96 per share that raised new equity of approximately HK$26
million. At year end shareholders” equity totalled HK$92 million. At year
end we do not have any bank debt and have a net cash position of
HK$113 million. Overall key financial ratios, both in terms of
profitability and balance sheet have continued to improve. Nevertheless,
one of our challenges during the year was to maintain margins in the face
of rising costs for raw materials and components. This is a global,
industry-wide problem which became more pronounced in the second

half of the year.
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BUSINESS

Our business is the development, sale and manufacture of residential

telecommunication products.

We are recognized as a leader in product development and innovation in
this area and have aggressively expanded our target markets. Our current
focus is Europe, where we have the second largest market share of all
suppliers, and also Asia Pacific. 2003 saw us successfully move into many
new markets (including Russia, Poland, Hungary, Scandinavia and
Japan). We gained market share in almost all of our existing markets, the
most noteworthy of which are UK, France, Germany, ltaly, Norway,

Portugal, Sweden and Turkey.
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Our customer base is well diversified. More importantly, our expansion in
Europe has also resulted in the trebling of our market share in the last
three years; from 5.9% of all European cordless telephone placement to
approximately 17.3%. By the end of 2003, our European network
covered 19 countries and we were the second largest supplier of cordless
phones in Europe, up from the number three position only one year
earlier. We are now second only to Siemens and surpassed Philips for the
first time in 2003.

Our experience over the last two years has been that we quickly gain
approximately 15% to 30% of any new market that we enter, as
customers respond to our innovative and attractive product range. In
2003 we were the first to supply colour screen, SMS enabled, Digital
Enhanced Cordless Telephones (“DECT”) phones in Europe. This
particular product, reflective of SunCorp’s innovation and speed to
market, has captured the imagination of consumers and has been well-
received by our customers. We are working on equally innovative

products for release in 2004.

DECT is our most important product category, increasing from 49% of
sales in 2002 to 68% in 2003. Analogue cordless phones accounted for
25% of sales versus 40% in 2002.

Our strategy to meet the challenge of maintaining and improving
margins depends on continuing implementation of two key initiatives:
firstly a program to introduce innovative products to the market, and
secondly an on-going program to improve production efficiencies and

containing supply chain costs.

We significantly improved our productive capability in 2003, shipping
over 6.6 million units from our Shenzhen facility, compared to only 3.7
million in 2002. This increase was achieved through productivity
enhancements and basically making our fixed assets work harder, without

incurring any significant capital expenditure.
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Market Share DR AN
European cordless telephone R 4% T
Country/Region CEYE A 2001(%) 2002(%) 2003(%)
Europe B 5.9 10.8 17.3
Belgium/Luxemburg RIS AR - 18.9 12.4
Denmark P - 6.2 9.1
Finland 25 - 7.0 5.0
France e 1.7 3.4 11
Germany e 03 3.4 10.9
Greece i i - 4.5 3.0
Ireland WM - 4.1 11.4
Traly BEAA 2.5 11.8 18.7
Netherlands i B - 3.4 6.4
Norway 0 2 - 1.8 9.4
Portugal kKR - 4.6 36.9
Spain PHEF . 11.8 16.2
Sweden Hiy 4t - 5.7 12.8
Switzerland Hi - 10.6 10.5
Turkey THHK - - 25.8
United Kingdom 3 27.9 33.2 38.4
Source: infoSource, Spring 2003 & 2004
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OUTLOOK

Our 2004 plans include the release of additional new DECT products,
continuation of new product development, further broadening of our
customer base and further increasing our market share in markets

relatively new to us.

Demand for our products has continued to be strong in the first quarter
of this year where our turnover recorded a substantial growth over same
period in 2003. To illustrate our sales growth, we more than doubled our
unaudited consolidated turnover in the first quarter of 2004 compared to
the same period in 2003. We have a full order book for the balance of the
first half. We anticipate continuing revenue growth in the second half,
underpinned by the planned release of additional innovative products.
We continue to emphasise our R&D effort with the aim of developing a
roadmap for the release of further innovative products in 2005. Margins
however continue to face some pressure due to increases in components
and raw materials costs. Nevertheless, barring unforeseen circumstances,
I look forward to reporting to you at the interim results stage further
growth in the first half of 2004.

Peter Francis Amour

CHAIRMAN

Hong Kong, 21 April 2004
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