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BUSINESS SUMMARY

The Group's consolidated profit attributable to shareholders for
the year ended 31 December 2003 increased 49.8% to HK$90.2
million, on a 6.3% moderate advance in sales turnover to reach
HK$4.62 billion. The improvement in business was mainly
attributable to double-digit growth in the in-car electronics

business.

In-car Electronics division achieved a rewarding year and was
the major profit contributor to the Group for the year under
review. The favorable responses to the in-car video and digital
products and the commencement of business in the primary
market boosted the sales turnover by 25.8%. Margins made
improvement as the segment result of the division jumped

significantly by 152%.
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The Home Entertainment segment was created from the merger
of audio and video divisions during the year in view of the
synergy of the two divisions. During the year, the audio-visual
products continue to face severe competition from manufacturers
in the region. The higher sales volume but lower product prices
resulted in a slight decline in the turnover by 4.4% and the

segment results lower by 13.3%.

The networking information division continues to face short term
challenges but its longer term outlook is positive. The division is
capitalising on the next digital format for digital cable box market
in China and is looking for positive contribution to the Group in

the near future. The loss for the year declined 48.9%.
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The Group's investment in jointly controlled entities at Wuxi
and Nanjing registered improved performance as a result of the
expansion of the production facility and the increased investment
in the automated production equipment. The investment in the
associate company with Clarion of Japan continues to contribute

steady profit to the Group.

RESEARCH AND DEVELOPMENT

It has been the Group's belief for the past decade that new
products delivered by advanced technology would be the key
element to our success in the consumer electronics industry.
The progress we have made to the product line in recent years
has proven that the group’s strategy has been correct. We
invested HK$55 million in research and development during

the year.
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INVENTORY MANAGEMENT

The Group's inventory turnover period shortened from 39 days in
year 2002 to 34 days during the year. The enterprise resource
planning (ERP) project in collaboration with Chinese University of
Hong Kong, shall address further improvement in inventory cycle
management as well as enhancing the responsiveness for

material shortage.
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LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

Fiscal strength and liquidity are part of the management's core
objectives. As at 31 December 2003, the net current assets
and cash and bank balance for the Group were HK$649 million
and HK$569 million respectively, as compared to only HK$368
million and HK$275 million last year. The increment was
contributed by the draw down of a low interest spread HK$350
million three-year syndicated loan and a top-up placement of
65,000,000 shares at HK$0.96 per share during the year. Part
of the proceeds of the syndicated loan was used to repay the
syndicated loan that was drawn down in year 2001 while a
portion of the proceeds from the top-up placement was used
to finance our construction of a new plant in Dongguan. The
Group also reserves a portion of the cash and bank balance for
the business opportunities in China. As at year-end date, the
Group has no other long-term debt apart from the two
syndicated loans with a total outstanding of HK$550 million.
The Group did not pledge any of its assets during the year.

The gearing ratio, calculated by total borrowings from banks
and financial institutions net of cash divided by tangible net
worth, strengthened from 8.4% last year to 3.5% this year. The
order book has reflected that the Group's business is expected
to continue to grow. Based on the fiscal strength, the Group
considers its financial resources adequate to finance future
business and its working capital requirement. The details of the
contingent liabilities of the Group as at year-end date are set

out in note 35 of this report.
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Sales and purchases of the Group are mostly denominated in US
dollar and HK dollar. The Group considered its foreign exchange

exposure is well managed through the current HK/US dollar peg.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2003, the Group had approximately 17,700
employees in the PRC, Hong Kong and United States.
Remuneration packages are generally structured by reference
to the prevailing industry practice, individual performance and
market conditions. The Group provides employee benefits such
as year-end double pay, provident fund, medical insurance,

training and discretionary bonus.
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