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Chairman’s Statement

OPERATING RESULTS & FINANCIAL OVERVIEW

As at 31 March 2001, the Group recorded a turnover of approximately
Hk$345,014,000 for the year (2000: HK$304,640,000), representing a 13.3%
increase over the corresponding period of the previous year. Profits attributable
to shareholders for the same period of this year amounted to approximately
HK$40,699,000 (2000: HK$48,708,000), representing a decrease of 16.4%
over the corresponding period of the previous year.

BUSINESS OVERVIEW

Owing to the global economic slowdown last year in addition to the
technological and internet bubbles bursting, it dealt a severe blow to the
Group’s most principal markets of Hong Kong and Taiwan. Consequent on
the sustained economic stagnation,
the consumption market was in the
doldrums while the consumer
confidence run out of steam;
meanwhile, some of the purchasing
power was streaming towards the
southern part of the PRC and, in the
second half of the year, the industry
staged a price competition in a bid
to grab a market. As a result, here
saw a slight decrease in net profits
despite of a small growth in the
Group’s turnover for the vyear.
Moreover, to implement its future
development strategy in the Asia-
Pacific region, for the year the Group
made aggressive expansions in the offices of its Hong Kong headquarter as
well as its Taiwan and Singapore branch offices, so as to generally reinforce
various departmental resources and facilities in coping with the requirement
and assistance of the branch offices in the Asia-Pacific region; therefore,
expenditure increased and overall operating profit margin left 12.5% (2000:
17.2%)

BB R ETZ Wanko & §
The New Design of Wanko shop in Hong Kong

In order to further enhance our competitiveness, the Group tightened costs
and continued implementing our marketing strategy which aims at responding
demand of the market swiftly. For the year under review, the Group had
successfully set up knitting production lines for producing knitwear. Further, it
established another garment manufacturing plant in Shantou, PRC. We believe
that the above-mentioned strategies may deliver a competitive edge to the
Group’s cost control and business operations.
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Chairman’s Statement

HONG KONG AND MACAU

Retailing in Hong Kong and Macau was still the Group’s most principal source
of revenue, representing 76.5% of the Group's total turnover (2000: 88.8%).
With the overall economy of Hong Kong yet to recover under deflation looming
and purchasing power running out of steam, the turnover from the Hong
Kong and Macau markets dropped by 2.5% and the operating profits dropped
by 21.9% to HK$35,790,000. The number of outlets was 55 as at 31st
March, 2001.

TAIWAN

Taiwan also sustained crash of economic
recession and financial insecurity, leading to our
business volatility. Nevertheless, the Group’s
thorough expansion turned into respectful growth
in business in the Taiwan market. Turnover in the
Taiwan market increased by 142.2% to
HK$74,716,000. On the balance sheet date, the
number of shops increased to 38. Revenue from
Taiwan represented 21.7% of the Group's total
turnover for the year (2000: 10.1%). In our future
development plan, we believe that our market
share in Taiwan will go up.

& & \Veeko J& #

SINGAPORE

Since the late of September 2000 when the Group entered the Singapore
market, up to now we have opened a total of 8 outlets with initial response
coming within our expectation. Turnover represented approximately 1.7% of
the Group’s total turnover. Looking forward, we will further expand the Group’s
market share in Singapore.

The Veeko shop in Taiwan
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Chairman’s Statement

PROSPECT

Considering the contraction of Hong Kong retail market, the management is
aware of the extent of increasing competition. The Group will continually
make endeavors of rationalization in a bid to maintain operating efficiency.
Meanwhile, considering the PRC’s imminent accession into World Trade
Organisation (WTO) and persistent growth of the mainland economy that
bring about greater market potentiality and room to expand the retail market,
the Group will introduce the brand names of Wanko and Veeko into the PRC
market step-by-step. In addition to the outlets operated by the Group itself,
we shall establish a franchise business model for further expansion. Also, the
Group has actively planned to introduce a series of promotion activities
whereby we shall invite a popular artist of the Asia-Pacific region to act as
the speaker and model for the Group’s brands in an endeavour to build
starring charm and to make this artist become Wanko's trend setter for the
faddy consumers. We believe that such strategy will favorably increase the
popularity of Wanko brand. Moreover, with
our current competitive edge, the Group
will proceed in product diversification by
developing another brand name i-MIIX
which targets casual wear for young
ladies. We believe that the Group’s yearly
experience and knowledge in the aspects
of technical design and fashion trend will
bring about favorable and potential
opportunity. Finally, the management does
embrace the importance of laying
foundation for the long-term growth; ’
therefore, we will continually develop or E%%ﬁu%ﬁﬁ/—wxﬁ
strive for the requisite resources of human,

technology, logistic management as well

as other infrastructure.

Our new brand i-MlIX shop
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Chairman’s Statement

LIQUIDITY & BORROWING

As we anticipate an early arrival of spring-summer season in the Hong Kong
and Taiwan markets and plan to develop Singapore operation, as at the
balance sheet date the Group's inventories increased to HK$58,210,000
(2000: HK$27,225,000).

As at the balance sheet date, the Group’s shareholders’ fund amounted to
HK$147,782,000, show an increase of HK$30,753,000 which compare with
the previous year.

As at the balance sheet date, the Group’s cash and bank balances amounted
of HK$33,042,000 (2000: HK$51,800,000) and the outstanding bank
borrowings and overdraft amounted to HK$28,753,000 (2000: HK$1,070,000)
whereas the total borrowings was HK$29,284,000 (2000: HK$2,205,000).

For the year under review, the gearing ratio, “the ratio of total borrowings to
shareholders’ funds” of the Group is 0.198 (2000: 0.019). The change in the
gearing ratio was mainly as the result of new bank loans raised for the
purpose of financing the purchase of properties. During the year, the Group
acquired certain properties for an aggregate consideration of HK$32,674,000.
Even though the gearing ratio increased, the Group managed to maintain a
healthy financial position.

STAFF & REMUNERATION POLICIES

For the year under review, the Group had 2,656 employees. The Group
mainly determines staff remuneration (including insurance and medical benefits)
in accordance with the industry’s practices. Subject to performance of annual
results, the Group has also adopted a set of incentive plan for its employees.

By Order of the Board
Cheng Chung Man, Johnny
Chairman and Managing Director

Hong Kong, 24th July, 2001





