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MANAGEMENT DISCUSSION AND ANALYSIS
EEREzZz®AER DM

2000/2001 was a year of growth and expansion for the
Group. The Company was successfully listed on the Main
Board of the Stock Exchange through the issue of
68,750,000 new shares at HK$0.80 per share. Total net
proceeds of HK$41.5 million were raised for business
expansion. This significant move not only marked a major
milestone in the Group’s business development, but also
enhanced the profile of the U-RIGHT brand.

During the year under review, profit from operating activities
stood at HK$58,315,000, 31.64% higher compared with the
corresponding period last year. Net profit attributable to
shareholders increased to HK$41,703,000, in line with the
profit forecast as stated in the listing prospectus. This
outstanding performance was directly associated with the
Group’s adoption of stringent cost control and expansion of
franchise and retail shops. Finance cost has been generally
reduced following the series of rate cuts beginning in January
2001. Due to vibrant growth of the PRC economy and the
steady growth in the local market, profit margins in both
markets were maintained. Earnings per share increased from
HK15.19 cents last year to HK17.94 cents this year.

During the financial year, a total of 1,000 designs were
launched with an emphasis on a relaxed and lively style. The
Group continued to pursue a consistent and focused strategy
with strict adherence to quality standards. Production
outsourcing remained a prime policy to maintain flexibility.
Approximately 90% of total turnover was manufactured by
more than thirty subcontractors who have worked closely
with the Group for many years. During the year, with the
approval from relevant PRC government authorities, the
Group acquired a 20% interest in Shunde U-RIGHT Garment
Co., Ltd. from Bijiang Economic Development Company. The
Group also formed a strategic alliance with one of its
subcontractors Good Fellow Group Limited (“Good Fellow”)
(stock code : 910), Good Fellow is principally engaged in
the clothing industry.
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AREBHAMERERNPRELREBSES 0 The Group’s focus is on the PRC and Hong Kong markets
ARMEEREMSRBESAMRE - B with both markets performing satisfactorily. For the year, the
ERN - AEAREBDAEBALETERS PRC and Hong Kong accounted for 65% and 35% of total
ZANTEERESZ=1TH- turnover respectively.

FhE The PRC Market

REBEFR  PREMLEESIERNE  During the year under review, the PRC economy exhibited
E SRR _"ZZZTFHRBEHZ/\ satisfactory growth, as reflected by real GDP growth of 8.0%
MBEREAEABEMERPRIBER - ®=  in2000. Consumer expenditure in the PRC registered robust
ZERETF - AEBMMAHWRAEINESZ  growth on the back of rising per capita urban income which
NE - MBEAEEE RS ARDEE  grew 6.4% in 2000.

£ o

RIBZE—FFE AEEERHZEE  The Group’s turnover in the PRC amounted to
¥/5218,454,0008 7T - R_TTTFFE  HK$218,454,000 for the year 2001, representing a sharp
2156,099,000 7T * KB LA B 2ZM  increase of 40% from HK$156,099,000 for the year 2000 as
1 EEREE N ENEAKR - a result of the enhanced distribution network.

BTREBRED  AEEREAEEA  To sharpen its competitive advantages, the Group’s sales

BEEERDHEBLE - RAFEEZEFL£B - and distribution network underwent rapid expansion during

AEFRPBERE146MFLE - the reporting year. As at the year end, the Group has
established 146 franchise shops in the PRC.

L3 Hong Kong Market

REEFR  FBENLEESEMEMNIE  Benefiting from strong economic growth in the PRC and the

“EETE . EEERAEHEE  “soft-landing” of US economy, Hong Kong economy showed
IBEo2 TERMEEEE - FEMNLE  pleasing growth during the reporting year with a real GDP
BIFEE R A LB RITFHE DA REBRLER  rise of 10.5% recorded in 2000. At the same time,

B MERE L - kA - lR  competition in the apparel industry remained keen.

A

RITEMBF I EAR -

MARBENTEERIEEIY  NEEMB  Despite modest performance of the retail sector, the Group
EEHIRNE B $£%583E115,824,000 T ©  achieved a total turnover of HK$115,824,000 for the year
BEFETAHED 2L - EBBKETEHR  under review, representing an increase of 7% over the
RU-RIGHT R HIRF - UBUBEEY A  previous year. This pleasing growth was mainly attributable
EENKRBEROBRLEF - REBEFHZEZK  to higher recognition of the U-RIGHT brand, which caused
PHRFRFEZRLLEMPIMEBEZE_1 anincreased demand for the Group’s casual wears. The total
—fE e number of directly operated retail outlets increased to 21

as at the year end.
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Branding

In addition to ensuring the best product design and quality,
the Group is also committed to establishing effective
branding strategies. Currently, the Group places a series of
new advertisements on over 40 buses. Moreover, the Group
has raised brand awareness through fashion shows and fairs
in various cities in the PRC, appropriate media channels and

event sponsorship.

Cost Control

The policy for production outsourcing significantly helps to
lower production costs. In addition, the Group has been able
to renew the lease agreements for its 21 shops at reasonable
rentals for a term of 2 to 3 years. The ratio of salary to sales
has also been effectively maintained, and the Group will
further maximize sales based on existing basic salary

schemes.

Employment, Training and Development

At 31 March 2001, the Group had a total 668 employees of
which 196 are based in Hong Kong and 472 based in the
PRC.

Remuneration packages are maintained at a competitive level
and reviewed on a periodical basis. Bonus and share options
are awarded to certain employees according to the
assessment of individual performance and industry practice.

Frequent training sessions were also conducted to enhance
product knowledge and selling techniques of all front line
sales staff. Efforts in this respect were rewarded by a
subsequent increase in average sales per employee and
higher overall sales.

Quality Management

Application for ISO 9000 certification progressed
satisfactorily. The Group is also constantly improving the
overall shopping environment, product quality, sales

procedures, service standards and operation systems.
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BFERAEEBEMNRIR - AEEEEE In view of the Group’s outstanding performance, the
BHET—ERNERTE  UIEEFEE  management is set to embark on a series of expansion plans
BEMME KRB RBT AT K - TBEH to capitalize on the surging demand for casual wear in both
NEBEBREZRERE EEHFATEE  the PRC and Hong Kong. The PRC economy is expected to
IR —R580 8 - AR MERERBIAE  advance further, establishing positive ground for the rally in
BER  HRERENEREEEIE - & retail industry. In particular, demand for branded fashion is
REBFE  RITBRERLENPFEFEAZE  expected to be highly promising as brand awareness
HEPDRBEE  SEXREMTE - becomes more prevalent. In Hong Kong, reduced interest

rates and corporate pay rises will help stimulate consumer

spending, thus reviving the retail sector.

MR EREIMAEE  MIMAEEZESEA  Foreign enterprises with business operations in the PRC are
NEFRINE HIFk — L2358 FAYFERR »  set to benefit from China’s entry into WTO as restrictions
EEANRESHREBHKRKEREEGE are expected to be gradually abolished. This will create a
—EREBEEIRE - PEMAHER - more favorable background for the Group’s expansion. The
HARBR s OEBERIET 2SS 2RmEM  general increase in corporate turnover will introduce further
T hECELEBELFAKEERFELZ 2 employment opportunities, thereby raising workers’ income
ME#E  TAFSRELMLEF - $8E%  and ensuring strong demand for consumer goods.

HEmMRITRY2HEK

RZZZ—FA - KEEBL9,000,000%  In April 2001, the Group acquired the entire share capital in
TE—EBYE=ZEFWEAtlantis Atlantis Investment International Holdings Limited (“Atlantis
Investment International Holdings Limited  Investment”) from an independent third party at a price of
(TAtlantis Investment]) 2 8if%}E - Atlantis  HK$9,000,000. Atlantis Investment owned the Atlantis
InvestmentR #F B £ B1Z @ Atlantis &2 trademark and brandname and operated 20 franchise stores
ME_TRHELSE o WEBEWEEEER  inthe PRC. This acquisition can help the Group capture a
M —BFHE PR E—SEINEBEAE  new group of customers and thus increasing the market
PRz TISHAEE - share of the Group in the PRC.

EREEREETN NS KEK - FEIIRS: The management will remain its focus on opportunities and
BEE AR AEEBLUFMBEAK seek to maximize the value of the business. To this end, the
A E—FMEHEE RSP - K& Group will be further expanding the sales and distribution
B8R AR —F  DRIFTEIRFERFR  network in both markets with a primary focus on profitability.
ZH—EEEEEREAZHAYOLEEZE  The Group plans to open another 100 franchise shops in
FiT © the PRC and 7 more retail shops in Hong Kong in the coming

year.

10



EXHmEREEERE—EALEENE
ZEYZ - 2O EMNEB RO REE
BEHREMIGNED AR - BTHR
RENEFPHE AEEEEEDATEN
ZU-RIGHT@IE - MR BHEBEER
— AR - BEARERKRNIERD T
NEBRARETEHR - EREAEEFF
%mﬁmamﬁﬁh%mﬁ%&¢ﬂii
EEERAE  BSER—EF - 2@F
mW%%%EEﬁ&J JEFEE RS R

HERBESHTETZELR  ERBESRE
DEXREFZHU-RIGHTRIE BT E—F
WMEHEERFE -

BrAETISIN  BEBRFAKE AN
EmEEasmE - AR mISHAE
B2 REREFE LRI+ 2B Y - BULRE
AEBKEHNRBEINTE - FHEH
BIERH - FEUBIMREIR Z B -

B3 1l

7R ER B I AT I 5 B ¥ B [ A oK By | PR AR Y
BURTTH o KT IE I B R KL AT B

K& HE - MEk  XTEE i
HRETITEMAREIBRRE LA
NEIRR -

MANAGEMENT DISCUSSION AND ANALYSIS
2 M

EEREz®W AR

Effective branding and sales management have always been
the Group’s major strengths. The management’s aspirations
and commitment to lead the market are demonstrated by
its renewed strategy in market positioning. To broaden the
existing pool of customers, the management has decided
to re-brand U-RIGHT. The new image is designed to portray
U-RIGHT as a label of emphasizing cheerfulness, energy and
style, an image which appeals particularly to teenagers. The
first two shops bearing this new brand image have just been
opened in Kowloon City Plaza, Hong Kong and in Huaikailu,
Shanghai and have received an overwhelming response from
customers. The launch of new corporate identity will be
carried out by way of improving the product design, shop
displays, and sales services in order to maximize potential
sales. The management is confident that this re-branding
will further improve sales and profitability.

Apart from the PRC and Hong Kong markets, the Group
has sold some products to overseas markets during the past
few years. Owing to high demand of casual wear of the Group
from overseas markets, the Group will seek for business
opportunities to exploit overseas markets by forming joint

venture with overseas partners.

Innovative Technology

The Group is studying to apply the latest “nano technology”
to the garment manufacturing process. Processed clothing
under this technology is water-resistant, mold free, dust free,
has a high tolerance for temperature and displays no color
fading. Clothing will be more comfortable, longer lasting and
can be washed repeatedly, therefore becoming more

environmentally friendly.
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SEZKREHRIAQERANFEELERA  The Group’s total shareholders’ funds as at year end stood
126,076,000 * M EFEHEER 2 at HK$126,076,000, compared to HK$37,480,000 last year,
37,480,000/8 70 EF236%  #ZFEXEHRKHE  an increase of 236%. This mainly resulted from the net
TR ENRAEIIEFENLKRBEARE  proceeds raised from the new issue upon public listing and
BARFEERBEF o retained profits from the current financial year.

RZBEZ—F=ZA=+—HZRHEEF Net current assets at 31 March 2001 were approximately
E4531,118,000/87C * MRBItk R4+ HK$31,118,000 and current ratio was maintained at a healthy
RIBHRIKT - BIAI1.265 o level of approximately 1.2x.

RZTEZT—F=FA=+—8 "EE 2 As at 31 March 2001, the Group’s net borrowings (total
B (AMEERmEREBE NIETFER) borrowings minus cash and bank deposits) was
4,874,000 B L (ZFEEZF HK$4,874,000, HK$41,214,000 lower than last year (2000
46,088,000/ 7T) F M_EETTF=AKRE  : HK$46,088,000). Net gearing ratio (net borrowings to share
141,214,000/8 7T < SFEEA G (B  capital plus reserves) dropped from 123% last year to 4%
EEEEFEHRAEERARES ZHLE)  this year and the Group’s banking facilities amounted to
MH-_EZETF=—A=+—H2123% &  HKS$140 million (2000 : HK$66 million). As at year end, bank
E-FT—F24% N -_ZTEZT—F=A= borrowings and overdraft which were provided by the
+—H - "EEHEF140,000,0008 T2  principal bankers in Hong Kong and in the PRC stood at
AEEB(ZZTTZTF 66,000,000 HK$76,338,000 (2000 : HK$53,369,000) which were
J0) c REHABCHAMPEEBANRIETT  secured mainly by the legal charges on certain fixed assets
FriRtE 2 SRITE R ME X A76,338,0008  and fixed deposits owned by the Group.

T (ZZEEEH : 53,369,000/7T) @ I+
DHAEEREZETEATEEE Z AT
50 N TE BRTF SREHHR ©
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