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Operating Results & Financial Overview

As at 31st March, 2003, the Group recorded a turnover of approximately
HK$427,338,000 (2002: HK$367,842,000), representing an increase of 16.2%
over the corresponding period of the previous year. Profit attributable to
shareholders for the same period of this year was approximately HK$30,950,000
(2002: HK$15,261,000), representing a substantial increase of 102.8% over the

corresponding period of the previous year.

Business Overview

The above results were satisfactory considering that during the period under review,
the business environment in Hong Kong remained difficult, and there were
continuing deflation and a depressed retail market. The Group achieved a significant
profit increase of 102.8% mainly through a substantial enhancement of economic
benefit which was in turn attained through the Group’s flexible operating strategies,
stringent cost control and effective inventory management. The flexible economic
strategies used by the Group include: improving product designs and using high-
quality fabrics to match with more trendy design, while offering products of great
value to stimulate the buying desire; flexible promotion activities in a sluggish
retail market, proactive marketing strategy to increase turnover, and sincere
invitations to celebrities to be the ambassadors
for the Group’s “Wanko"” and “Veeko”
brands, so as to add prominence to their
distinct images and clear-cut positioning. Such
strategies are well-received by the customers.

In addition to our regular customers, we have
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Celebrity Ms Sammi Cheng, the ambassador for Veeko, displayed
various new design of Veeko in the fall-winter fashion show 2002.




ERBES

Chairman’s Statement

MADBILEF B MEB6%K76.6% °
TN A EEBERAESGEER - BB —

EBNEETHTETEANBRIE - #R
IHEREIS NS BFIZRE71.9% R NEE

69.1% - ERRECEEHNEEREE
EBLEENTE - ASBHEE_F5=

F=RA=1T—BlLOEE8HBXFTH
BY62,858,000787T [N&EE44,895,00078
7T B FETHBERHBEFN62
BREARFHBK - FENE
Bﬁﬁéﬂﬁ% ° ﬁ'ﬁIé%%B@iﬁﬁﬁkﬂmﬁﬁﬁ
sk - WEBERXFEEERENE

o

BB RRMHS
REBRENHATTEETH ML -
BEBRIRPICEEEHBMENRER
TEERRERERIN S BROVRIS IS
I - DR EBRRS] - SEHREMZE
5 - WINEBRAFENEIR 7 &EAE
DGR - BRENEEDRHESER
BN ERRFTE - BUF RIS M AR
S - BB RRPIHBNSEBR AT
EF9.1% -+ $E263,993,00087T - HE_
EE—F—FB—1+—Bl  £BEEER
RPIH B2 BIEH (CBB_F : 62
&) o

[=){JNE
KEEBBEEREBEFELR108,611,000
BT BMEFLF201% - RBB=
=B=1+—8 £8BaoEERIERH
RETEMN41 BIZIIZES0R - S-RA
FEIGEBREHER5.4% - TE¥EEIR
FRBEERNAE - OBOVESRL AT
REAE - LRFHOBCEBES - £8
FSBERECZEY - FREEBSHEE
HIROBEFS -

also received high recognition from new customers, and we recorded an increase
of 16.2% in turnover as compared with the previous corresponding period. Besides,
the Group also put effort on cost control, although our selling and distribution
costs increased with the number of outlets, administrative expenses and finance
cost decreased by 8.6% and 76.6% respectively when compared with the previous
corresponding period. Furthermore, the Group also improved its inventory control
proactively. Through a series of campaigns, the Group achieved a substantial
reduction of its inventory. Although the Group's gross profit margin decreased
slightly from 71.9% to 69.1% as a result, the inventory reduction is beneficial to
the long-term development of the Group. As at 31st March, 2003, the inventory
of the Group fell from HK$62,858,000 of the corresponding period of the previous
year to HK$44,895,000, and the inventory turnover on sales fell from 62 days last
year to 38 days for this year, representing an obvious inventory improvement and
a strengthened cash position of the Group, both of which are significantly

advantageous to the Group’s overall business operation.

Hong Kong and Macau Market

During the year, mainly thanks to the effective strategic measures adopted by the
management to sharpen the Group’s competitiveness, the Group made satisfactory
performance in its retail business in Hong Kong and Macau, achieving business
growth in the sluggish retail market. Besides, as part of an effort to increase the
overall efficiency of the Group’s outlets, the Group closed 7 outlets of tiny
profitability during the year, while looking for shop premises located at premium
locations and available at low rentals for opening new outlets. The total turnover
of the Group in the Hong Kong and Macau markets increased by 9.1% over the
corresponding period of the previous year to reach HK$263,993,000. As at 31st
March, 2003, the Group was running a total of 62 outlets in Hong Kong and
Macau (2002: 62 outlets).

Taiwan Market

During the year, the Group recorded a turnover of HK$108,611,000 in Taiwan,
representing an increase of 20.1%. As at 31st March, 2003, the Group’s outlets in
Taiwan increased from 41 of the same period last year to 50. During the year, sales
in Taiwan accounted for 25.4% of the Group's total turnover. With an increased
turnover and a stringent cost control approach, there was a significant improvement
in the Group's business in Taiwan over last year. According to the Group’s assessment
of its current trend of business development in Taiwan, there is room for the Group
to develop its business there. The Group will continue to make steady progress in

developing its business in Taiwan.
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Singapore Market

During the year, the Group recorded a turnover of HK$30,935,000 in Singapore,
representing a 41.1% increase over the corresponding period of the previous year.
As at 31st March, 2003, the Group had gradually increased the number of outlets
in Singapore to 13, compared with 8 outlets in last year. The existing number of
outlets can be more effectively spread the fixed cost in terms of administrative
expenses, so as to achieve better economies of scale, and the segment result shows
the loss incurred by the Singapore operation as at 31st March, 2003 fell from
HK$2,849,000 of the previous year to HK$1,736,000. Considering the lingering
depression of the Singaporean economy, the Group will maintain its existing number
of outlets in Singapore and adopt a prudent approach in future business

development in the country.

Other Markets

Besides the markets in Hong Kong, Macau, Taiwan, Singapore, the Group also
endeavours to expand its business into markets with good potential, in particular
the China market. As at 31st March, 2003, there were 30 franchise outlets in
China offering brand products of the Group. These outlets are well located in

major cities such as

Shenzhen, Guangzhou,
Shanghai,
Wuhan, Chengdu and
Chongging.

Beijing,
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The Group participated in a trade fair and fashion show, “Style Hong
Kong”, which was held in Beijing, in March 2003.
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In retrospective, the retail market remained sluggish in the year 2002/2003.
Nevertheless, by adopting various strategic measures, the Group's result shows a
drastic improvement over the previous year, demonstrating the benefit brought
forth by those market strategies adopted. Looking ahead to the coming year, the
Group will continue to carry out its strategic business plans in its major markets,
including the adoption and constant reviews of prudent measures in cost control
so as to ensure that costs will be maintained at a reasonable level. Regarding
training and development of staff, in order to enhance the overall quality of services
rendered by them, the Group will continue its emphasis on staff training. The
Group aims to make sure that it has a well-trained team to provide excellent services

to its customers and substained support to its brands.

Regarding business development, the Group will maintain the number of outlets
in Hong Kong and Macau markets at the prevailing level. The Group will continue
to negotiate with the relevant landlords for lower rentals. For strategic reasons,
the Group will close some outlets with expiring lease and with low profitability,
and will continue opening new outlets at premium locations available at low rentals.
This strategy will help increase the Group’s turnover and profitability. The Group’s
business in Taiwan has shown good performance, and the Group will continue to
develop its Taiwan business steadily. The Group also plans to increase the number
of outlets in Taiwan by about 10 up to late March 2004. Meanwhile, the Group’s
business in Singapore was still below our expectations. In future, the Group will
focus on cost reduction which includes negotiation with certain landlords for rental
reduction. The Group will also review its business in Singapore from time to time

with a view to making adjustment as appropriate.
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Looking into the year 2003/2004, business in the first quarter has suffered an
inevitable blow inflicted by the Serious Acute Respiratory Syndrome. The gap
between the turnovers of the current year with that of the previous year will narrow
with an improving epidemic situation. Meanwhile, considering the economic growth
of the mainland China market, the management will adopt a more positive approach
and inject more resources for penetrating into the China market in the coming
year. The Group will accelerate its mainland China business development by
positioning itself prominently, meeting the demands of customers of different
localities and providing quality services to them effectively, so as to achieve the
establishment of a nationwide sales network through a strengthening of the existing

foundation.

The Group relies on an experienced and dedicated management team who adopt
a prudent approach in business operation. In the face of a continuing economic
downturn, the management will continue to put in persistent efforts to achieve

good results in an adverse environment and to create greater return for shareholders.

Liquidity and Borrowings

The Group’s working capital increased from HK$83,952,000 as at 31st March,
2002 to HK$114,852,000 for the year while its current ratio and quick ratio were

maintained at a healthy level of 5.33 and 3.64 times respectively.

The Group’s inventory turnover on sales improved from 62 days for the year ended
31st March, 2002, to 38 days in the year under review. The adjustment of 24 days
in inventory turnover period were mainly due to substantial decline in inventories
from HK$62,858,000 as of 31st March, 2002, to HK$44,895,000 as of 31st March,
2003. The sharp reduction in inventories was largely attributed to the Group’s

strategic clearing inventories measures.
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As at the balance sheet date, the Group’s cash and bank balances amounted to
HK$43,210,000 (2002: HK$33,409,000) and there was no outstanding bank
borrowings and overdraft (2002: HK$41,538,000) whereas the total borrowings
was HK$684,000 (2002: HK$42,568,000).

As at the balance sheet date, the gearing ratio of the Group is 0.0037 (2002:
0.26) which is calculated based on the Group’s total borrowings of HK$684,000
(2002: HK$42,568,000) and the shareholders’ fund of HK$184,282,000 (2002:
HK$162,818,000).

As at 31st March, 2003, the Group had banking facilities amounting to
HK$60,549,000 (2002: HK$69,845,000), of which approximately HK$3,460,000
representing bank guarantees (2002: HK$34,870,000 representing bank borrowings
and 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.

Contingent Liabilities

At 31st March, 2003, the Company had guarantees of approximately
HK$84,390,000 (2002: HK$89,849,000) to certain banks in respect of banking
facilities granted to certain subsidiaries of the Company. The amount utilised by
the subsidiaries was approximately HK$922,000 representing bank guarantees
(2002: HK$34,870,000 representing bank borrowings and guarantees) as at 31st
March, 2003.

Staff and Remuneration Policies

As at the balance sheet, the Group had approximately 2,900 employees. The Group
mainly determines staff remuneration (including insurance and medical benefits)
in accordance with the industry’s practices. Subject to the performance of the

annual results, the Group has also adopted a set of incentive plans for its employees.
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ANERFESSOC  RNWRFTES On behalf of the Board, | would like to extend my heartfelt thanks to all the
TR - ERREND - HI—E%FF  employees for their devotion, contribution and diligence and my deepest gratitude
REBOSMRE 25 (HEZEZER  to all the shareholders, customers, suppliers and business partners for their
BREINRIRRG - WS TERALE  continuous support. | sincerely hope that all of you will continue to contribute to
EBRINELER - the success of the Group.

AEEEH By Order of the Board
LEREFBRTE Cheng Chung Man, Johnny
ER§ExZ Chairman and Managing Director

58 _BE_FtHB_+—8 Hong Kong, 21st July, 2003




