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CHAIRMAN'’S STATEMENT

| am pleased to present the annual report of Luk Fook Holdings
(International) Limited (the “Company”) and its subsidiaries (collectively
known as the “Group”) for the year ended 31st March 2001.

FINANCIAL PERFORMANCE

Results

For the year ended 31st March 2001, turnover was
HK$1,605,764,000, representing a 6.2% decrease compared with
HK$1,711,841,000 in the previous year. Profit attributable to
shareholders amounted to HK$71,305,000 (2000: HK$80,371,000),
representing a decrease of 11.3%. Earnings per share were HK15.5
cents (2000: HK17.6 cents). As at 31st March 2001, cash on hand
reached HK$94,635,000 and the Group had no bank loans,
overdrafts or other borrowings.

Dividends

The Directors proposed a final dividend of HK5 cents (2000: HK5
cents) per share for the year ended 31st March 2001. Together with
the interim dividend of HK2.5 cents (2000: HK2.5 cents) per share
already paid, it gives a total of HK7.5 cents per share for the year
ended 31st March 2001 (2000: HK7.5 cents per share). The final
dividend, if approved, would be payable on 30th August 2001 to
shareholders whose names appear on the Register of Members of
the Company on 23rd August 2001.
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OPERATION REVIEW

Business Review

Hong Kong’s economy has gradually revived from the Asian Financial

Crisis but the prolonged high unemployment rate and generally weak

retail market hampered domestic consumer confidence and

inevitably affected the retail sector in Hong Kong. Retail sales are

expected to improve with a steady growing demand from domestic

consumers and the influx of tourists, especially from the People’s
Republic of China (“PRC”).

Gold and Jewellery Operation

(1)

@

Expansion and Relocation of Qutlets

In July 2000, the Group relocated the outlet in Wan Chai to Rex
House, Mongkok and an outlet at Telford Plaza, Kowloon Bay
was opened in August 2000. At present, the Group has
increased the number of retail outlets to 19.

New Product Design

During the year, Luk Fook was awarded 16 prizes comprising
the Gold Virtuosi Finalist in the “World Gold Council International
Jewellery Design Awards 2000”; 1 gold prize, 1 silver prize, 2
bronze prizes and 1 award of merit at the reputable design
competition “The Buyers’ Favorite Diamond Jewelry Design
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2nd Hong Kong Jewellery Design
Competition.

Best Show - “Flashing”
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f 2000 Grand Competition of Taiwan )
& Hong Kong Jadeite Jewellery
Design.

Finished Product Section: Creative
Idea Award — “Square”
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The Third International South Sea
Pearl Jewellery Design
Competition.

Others Section: Bronze Award —
“Fascinating Net”
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Competition 2000"; 2 creative idea awards at the “2000 Grand
Competition of Taiwan & Hong Kong Jadeite Jewellery Design”;
1 Best Show and 3 entry awards at “2nd Hong Kong Jewellery
Design Competition” and 1 gold award, 1 silver award and 1
bronze award at “The Third International South Sea Pearl
Jewellery Design Competition”. Details are set out in the

“Management Discussion and Analysis” section.

In response to the weak consumer market, the Group has

introduced new product lines on festive products during the

year to stimulate sales, including:

e A new series of ICE collection to keep up with the market
trend

o [RBEHEHEEERZRI -

Chinese New Year

[FETEMEHER I for the

e [MKWMEEBMAED -
for the Valentine’s Day

e [LEIBREARE -
Mother’s Day

e “2000 Hallmark Wedding” [2000451&37#] to meet the

demands of wedding couples who captured the opportunity

RECRESERGS§
[TEISRE] ~ BT H&Ifor the

to get married in the millennium year.
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2nd Hong Kong Jewellery
Design Competition
Entry Award - “Net World”
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(3) Promotional Activities
During the year, the Group’s major promotional events were as
follows:
e Organized a large-scale road show, the [7~1@EkE $535 15
DKIKE & #2852 ] at City Plaza, Taikoo Shing.
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2nd Hong Kong Jewellery
Design Competition
Entry Award - “Diamond
Power”
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e Sponsored a diamond crown and some jewellery pieces for
the beauty contest, Miss Hong Kong Pageant for the last
four consecutive years.

e Participated in a joint promotion with COMPASS VISA to
offer discounts to their cardholders with the purchase of
[E B 571

e (Co-organized with Star East Holdings Limited a Charity Night
(B E W ZEZT)and sponsored some diamonds in the
event for donation to the “Caring for Children Foundation
Limited”.

(4) Development in the PRC

e Technical support and consultancy services
The Group is currently providing technical support and
consultancy services to around 50 jewellery retailers in the
PRC operated under the trade name of “Luk Fook Jewellery”.

e PRC subcontractor and new office
The number of workers of the subcontractor in Panyu,
Guangdong Province, increased to about 600, further
consolidating the production capacity in the PRC. An office
was set up in Shenzhen BRZFEHto strengthen its
presence in the PRC.
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e Enhancement of corporate profile

To enhance the corporate profile in the PRC, the Group has
launched a series of television commercial on various television
channels in the PRC. The Group has set up an eye-catching
neon-light (45m X 9m) billboard on the outer wall of B E A&
B in Shenzhen. The Group also sponsored the Wenzhou
Healthy Image Ambassador (R EEF S AE) in the PRC.
In April and May 2000, a road show was conducted at Xin
Dong An Plaza in Beijing where a fashion show and a large-
scale jewellery show called CFIREE A TR E & #ATEE) were
organised to enhance publicity and the Group’s brand
awareness in the PRC. In December, the Group has jointly
organized a TV show titled “7N@IRE BRI BT, with
Guangdong Television, Satellite Channel.

Securities Operation

The Group’s securities arm has been co-operating closely with its
business partner OSK Asia Securities Limited (“OSK”). During the
year, OSK provided technical support and Luk Fook shared the
trading system with OSK to optimize resources. Moreover, the Group
has appointed an experienced financial expert as managing director
of the securities operation and a series of activities have been
launched to market the securities operation as follows:

e Opened a head office at Mongkok in August 2000
¢ Aseminar on investment strategies (2001 & & KBS E) was

held jointly with OSK which received overwhelming responses.
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The Group had organized an investment
seminar {2001 $& & SR EEHAT &) with OSK
Asia Securities Ltd.
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Portal Operation (www.jewellworld.com)

The website aims to serve as a business-to-business trading
platform among manufacturers and retailers in Hong Kong and the
PRC. It also acts as an additional promotion channel for Luk Fook
Group. A traditional Chinese (2825 version of the website was
launched in December 2000.

OUTLOOK

Further Develop the PRC Market

The Group believes that the ban on foreign investors to engage in
gold business in the PRC will be uplifted in due course after the
PRC’s accession to the World Trade Organization (“WTQO?”). This will
provide enormous opportunities for gold retailers like the Group to
capture the vast demand from customers in the PRC. On the other
hand, the Group will continue to expand its technical support
network to increase and reinforce its brand awareness. Also, the
co-operation with jewellery retailers in the PRC opens the door for
the Group in building up connections, thus paving way for future
business development.

Design for New Product Lines

The Group has planned to capture a larger market segment by
introducing new product lines of innovative design. The Group would
develop diamonds, precious gemstones and jade of new design to
cater for the trendy, younger generation while these products will
be offered at a competitive price. In addition, a series of Men’s belt
buckle will also be introduced for the men’s market segment.
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Relocation of Shops

~
The Buyer’s Favorite Diamond

Jewellery Design Competition
2000

Set-item Section: Bronze Award
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The Group will selectively relocate its shops in order to increase its
bargaining power with landlords and lower the fixed costs. In the
coming year, the Group will relocate its shop in Yuen Long. The
Group will also continue to search for other suitable locations with
high pedestrian flow and at a reasonable rental cost.

Exploring into the Export Market

Hong Kong is among the leading exporters of precious jewellery in
the world. The Group is therefore progressively exploring into
business opportunities that will be brought to the Group from
developing its exports business. The Group believes that the
establishment of a solid and extensive distribution network is the
success factor to explore into the overseas markets.

The import tariffs on most finished precious jewellery is expected to
be lowered upon the PRC’s accession to WTO. Effective from 1st
January 2001, the import tariffs of most precious jewellery to the
PRC have already been reduced from 40% to 36%. This is in fact a
favorable environment for the Group to enter into the PRC market

as an exporter as well as a retailer.
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As for the European market, more young European consumers are
showing interest in jewellery. This shows that there will be new

opportunities for selling low-to-medium priced products.

Enlarge Local Market Share

The Group has planned to proactively reaching out to more districts
where road shows have not been held before to capture market
attention and to increase the Group’s exposure in these unexplored
districts. It is also the Group’s strategy to explore new market sectors
locally, including the youth and the men’s markets.
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On behalf of the Board of Directors, | would like to express my
appreciation to all the staff for their dedication and contribution during
the year. | would also like to offer my sincerest gratitude to all our
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and advice. With your continuous co-operation and support, the
Group- will make every endeavor to strive for the best in the coming

year.

By Order of the Board
Wong Wai Sheung
Chairman

Hong Kong, 23rd July 2001
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