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As at 31st March, 2004, the Group recorded a turnover of HK$446,227,000
(2003: HK$427,338,000), representing an increase of 4.4% as compared
with the corresponding period of the previous year. Profit attributable to
shareholders during the period was HK$58,591,000 (Restated 2003:
HK$30,024,000), representing a significant increase of 95.1% as compared

with the corresponding period of the previous year.

During the first quarter of the period under review, the havoc wreaked by
the Severe Acute Respiratory Syndrome outbreak on the Group’s principal
markets, namely Hong Kong, Taiwan and Singapore, inflicted a blow on
the retail business. As a result, the overall turnover in the first half of the
year decreased by 10.3% as compared with the corresponding period of
the previous year. As part of its reliable and effective cost control measures,
the Group closed down 7 Hong Kong outlets with unsatisfactory
performance, while opening new outlets at premises in premium locations
available at reasonable rentals. Such measures contributed to the
improvement in overall operating efficiency and the increase in turnover.
The Group has further benefited from a series of measures favorable to the
retail business, including the relaxation of policy governing cross-border
visits to Hong Kong and the provision of Renminbi credit card payment
services to tourists from Mainland China. Such measures were conducive
to the recovery of the retail industry. These measures also stimulated and
motivated consumption across the entire Hong Kong market. As a result,
the overall turnover in the second half of the year increased by 16.9% over
the corresponding period of the previous year, together with an improvement
in gross profit. The Group has also adopted effective cost control measures,
resulting in the significant increase of 95.1% in profit attributable to

shareholders. The result was encouraging.

During the year, the Hong Kong and Macau market recorded a turnover of
HK$265,740,000, representing a slight increase of 0.7% over the previous
year. During the first half of the year, the turnover of the Hong Kong and
Macau market decreased by 15.1% as compared with the corresponding
period of the previous year, mainly due to the impact of the Severe Acute
Respiratory Syndrome outbreak in the first quarter. Despite the 14.1%
increase in turnover during the second half of the year over the previous
year’s corresponding period, the overall turnover was similar to that of the
previous year. Nevertheless, thanks to the Group’s internal consolidation

measures, such as effective cost control and improvement of product quality
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in order to reduce promotion activities
and improve the products’ gross profit
margin, all designed to minimize the
adverse impact of the epidemic, the
segment result of the Hong Kong and
Macau market during the year reached
HK$49,197,000,
substantial increase of 79.3% over the
previous year’s HK$27,437,000. As at
31st March, 2004, the Group had
altogether 59 outlets in Hong Kong and
Macau (2003: 62 outlets).
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The Group participated in the trade
fair organized by the Hong Kong Trade
“World

Boutique Hong Kong”, which was

Development Council,

held in Hong Kong, in January 2004.

During the year, the Taiwan market recorded a turnover of HK$124,483,000,
representing an increase of 14.6% over the previous year. As at 31st March,
2004, the Group had 51 outlets in Taiwan, which is similar to the number
in the previous year. The Taiwan market contributed to approximately 27.9%
of the year’s turnover (2003: 25.4%). As a result of the turnover increase
and stringent cost control measures, the business in Taiwan improved
significantly over the previous year with a segment result of HK$16,601,000,
representing an increase of 67.4% over the previous year’s HK$9,916,000.
Given the development trend of its Taiwan business, the Group is of the
view that there is further room for development, and will continue to

expand its business in Taiwan.

During the year, the Singapore market recorded a turnover of
HK$33,000,000, representing an increase of 6.7% as compared with the
corresponding period of the previous year. As at 31st March, 2004, the

number of the Group’s outlets in Singapore has decreased from 13 during
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the corresponding period of the previous year to 11, mainly as a result of
the Group’s strategic closing of 2 outlets with unsatisfactory performance.
Along with the strengthening of the local management team, although the
Singapore market’s segment result of the year recorded a loss of
HK$1,725,000, which is similar to that of the previous year’s, the segment
result has improved from a loss of HK$2,503,000 in the first half year to a
profit of HK$778,000 in the second half year. In the future, the Group will

maintain the number of its outlets in Singapore at the existing level.

Besides the markets in Hong Kong,
Macau, Taiwan, Singapore, the market in
China will be the focus of the Group’s
future business expansion. As at 37Tst
March, 2004, there were 46 outlets in
China offering brand products of the
Group. These outlets are well located in
cities like Shenzhen, Guangzhou, Zhuhai,
Shanghai, Beijing, Dalian, Chengdu,
Wuhan,

Chongqing, Nanjing and

Guiyang.
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The Group participated in the

trade fair organized by the Hong

Kong Trade Development Council,

“Style Hong Kong”, which was
F held in Beijing, in March 2004.

As part of its business development, the Group plans to open 8 more
outlets in Hong Kong and Macau in the coming year, bringing the total
number of outlets to 67. This will be done by closing down some outlets
with expired lease terms and low profitability, while continuing to open
new outlets at premises in premium locations available at reasonable rentals.
Such measures will improve the Group’s turnover and profitability. As the

overall performance of the Taiwan market remains favorable, the Group
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plans to open around 12 more outlets in Taiwan by the end of March 2005,
bringing the total number of outlets in Taiwan to 63. Meanwhile, the Group
will keep abreast of the market trend in Singapore and from time to time
review its Singapore business, making adjustments where necessary.
Following the China’s economic growth, the Group will enhance the
marketing of the brand names Wanko and Veeko in China. The Group
plans to open approximately 20 franchised outlets, gradually expanding
the retail network in China. In collaboration of its future expansion in
retail business, the Group in October 2003 leased a new garment
manufacturing plant in China with an area of approximately 30,000 square
meters, which is 60% larger than the area of the existing production plant.
The new plant came into operation in April 2004. Such deployment gave
the Group further advantages in the control of production cost and future

competitiveness.

After many years of development, the popular brand names of Wanko and
Veeko have finally established themselves as leaders of the ladies fashion
market. In the future, the Group will continue to offer products of superb
value and improve product quality, by enhancing their design and using
high-quality fabrics to match with more trendy design. In order to improve
the overall quality of services rendered by its staff and provide better
service to its customers, the Group will also continue its emphasis on staff
training with a view to providing strong support to its brand names. With
the number of visitors to Hong Kong expected to rise, Hong Kong’s retail
industry is anticipated to grow significantly in the coming year. The Group
is optimistic and confident about its future development. As at the end of
the first quarter of the financial year 2004/2005, the turnover of comparable
outlets in Hong Kong and Macau, Taiwan, Singapore recorded an increase
of 42%, 18%, 2% respectively over the corresponding period of the previous
year. In the future, the Group will continue to seek other development
opportunities in retail businesses with high value-adding prospects. The
Group will actively explore the possibility of development in other areas of
retail industry with a view to diversifying its business and delivering better

results and return to shareholders.
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The Group’s working capital increased from HK$114,852,000 as at 31st
March, 2003 to HK$167,748,000 for the year while its current ratio and
quick ratio were maintained at a healthy level of 5.64 and 4 times

respectively.

The Group’s inventory turnover on sales increased from 38 days for the
year ended 31st March, 2003, to 48 days in the year under review. The
adjustment of 10 days in inventory turnover period was mainly due to the
increase in inventories from HK$44,895,000 as of 31st March, 2003, to
HK$59,064,000 as of 31st March, 2004.

As at the balance sheet date , the Group’s cash and bank balances amounted
to HK$100,278,000 (2003: HK$43,210,000) and there was no outstanding
bank borrowings and overdraft (2003: Nil) whereas the total borrowings

was HK$466,000 (2003: HK$684,000).

As at the balance sheet date, the gearing ratio of the Group is 0.002
(Restated 2003: 0.0036) which is calculated based on the Group’s total
borrowings of HK$466,000 (2003: HK$684,000) and the shareholders’ fund
of HK$232,359,000 (Restated 2003: HK$188,632,000).

As at 31st March, 2004, the Group had banking facilities amounting to
HK$60,567,000 (2003: HK$60,549,000), of which HK$3,365,000
representing bank guarantees (2003: HK$1,270,000 representing bank
guarantees) was utilised by the Group. The management believes that
existing financial resources will be sufficient to meet future expansion
plans and, if necessary, the Group will be able to obtain additional financing

on favorable terms.
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As at the balance sheet date, the amount of assets pledged by the Group to
certain banks to secure general banking facilities granted to the Group was
HK$42,297,000 (2003: HK$40,699,000).

At 31st March, 2004, the Company had guarantees of HK$84,390,000
(2003: HK$84,390,000) to certain banks in respect of banking facilities
granted to certain subsidiaries of the Company. The amount utilised by the
subsidiaries was HK$2,998,000 representing bank guarantees (2003:
HK$922,000 representing bank guarantees) as at 31st March, 2004.

As at the balance sheet date, the Group had 3,316 employees (2003: 2,881).
The Group mainly determines staff remuneration (including insurance and
medical benefits) in accordance with the industry’s practices. The Group
also implemented a reward scheme for its staff based on their individual
performances. In addition to their basic remuneration and welfare, some
key employees were granted share options as reward and incentive to

enhance their loyalty to the Group.

On behalf of the Board, | would like to extend my heartfelt thanks to all
the employees for their devotion, contribution and diligence and my deepest
gratitude to all the shareholders, customers, suppliers and business partners
for their continuous support. | sincerely hope that all of you will continue

to contribute to the success of the Group.

By Order of the Board
Cheng Chung Man, Johnny

Chairman and Managing Director

Hong Kong, 6th July, 2004



