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>Message to Stockholders

To Our Stockholders

e faced many challenges in 2001 as the Philip-
pines' economic recovery was seriously undermined
by a political crisis that affected all sectors of
our government as well as the national economy.
Businesses were further pressured by continued insta-
bility of currency exchange rates, shrinking export
markets, and sluggish demand. In addition, the

consumer electronics business encountered more

severe competition, particularly upon the entry ol

China-sourced products. The global market slow-
down in the wake of the September 11 terrorist
attacks also contributed greatly to the economic
downtrend that began early on in the year.

The 1mpact of globalization and rapid changes in

communication technology 1s moving us to redefine

the way we do business and explore new ways of

serving our customers. We need to rationalize our
business operations in order to achieve operating
efficiencies and financial synergies to enable us to
survive in an increasingly international marketplace.
The downtrend currently being experienced 1n the
manufacturing industry has severely affected both
our Manufacturing and Marketing businesses, the
traditional core consumer electronics businesses of
SGI. This decline has affected both our domestic and
export businesses. This was most evident in the
major setback that SGI suffered with the closure of
the KITA Corporation Plant, which exported Color
Televisions. Due to company restructuring, AIWA-

Japan decided to stop orders from Kita and also

other factories. In the domestic front, the aggressive
AFTA duty reduction schedule (only 5% for color TV
products and 7% for other audio-video products, as of
January 2002) has made it more cost-efficient for
consumer electronics businesses to 1mport complete
sets rather than manufacture them locally.

In the light of these events, SGI has consolidated
the operations of the following companies in the past
year. In Marketing and Distribution, Solid Distribu-
tors, Inc. was merged with ASCOP, Inc. with the for-
mer as the surviving entity. In Service, Solid Electron-
1cs, the Service Center Network for Sony, absorbed the
operations of 8§ AIWA Service Centers in the provinces
to achieve optimum utilization of branch resources. In
Manutacturing, Solid Laguna Corporation was merged
with Solid City Industrial and Commercial Corpora-
tion with the former as the surviving entity. Combi-
ning the plastic molding operation of Solid City and
the manufacturing facility of Solid Laguna will enable
the new company to provide customers an integrated
range of manufacturing services.

Despite the current downtrend, SGI expects to grow
in the Services and Distribution businesses, capitali-
zing on its extensive marketing network and technical
expertise. However, a more optimistic growth forecast
15 seen 1n SGI's new Broadband businesses.

With regard to SGI's new business thrust, the most
significant planned investment 1n this area was the
proposed acquisition of Destiny Inc, the leading

provider of broadband cable and satellite services.































































