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GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE

Dear Shareholders:

The year 2003 was adversely affected by the wide-spread Severe Acute
Respiratory Syndrome (SARS) epidemic in Asia during the second quarter.
For the Company’s first half interim results, we reported alarming declines
in both consolidated sales and operating profit. To deal with the grave
impact and growing uncertainty, the management opted for a prudent
strategy to quickly reduce inventory and to maintain price integrity of the
brand. Internally, extraordinary measures were taken to conserve the
Company’s cash reserves.

During the second half of the year, the strategy and measures paid off as
anticipated. Much of the consolidated sales were recovered and operating
profit significantly rose. The Company has actually out-performed the
comparable period for 2002.

For the full year 20083, the Company achieved consolidated sales of
HK$3,389 million, a decrease of 5.5% (First half: -13.2%); operating profit
of HK$364 million, also decreased by 5.5% (First half: -56.8%); and net
profit of HK$266 million, a 18.9% decrease (First half: -65.9%). These
figures also reveal the marked recovery of our Taiwan operations but
disappointing results from Korea. We expect Taiwan will continue to
improve steadily while recent improvements seen in the Korean economy
should help to bolster sales there.

Inventory turnover for the year was 24 days on sales, shy of the Company’s
long term target of 28-32 days. Net cash and bank balances were
HK$784 million at the end of 2003. Both figures reflect the Company’s
responsive and responsible management of its financial positions in
response to a fluctuating operating environment.

The Board has recommended a final regular dividend of 4.5 HK cents per
share and a special dividend of 12.0 HK cents per share. Total dividend,
including the 1.5 HK cents interim regular dividend and 3.0 HK cents
interim special dividend, amounts to 21.0 HK cents per share. This
recommendation balances the management’s view of its projected cash
flow for 2004, its current cash position and the wish of the Company’s
shareholders.
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Both the Board and the management are of the view that 2004 will be a
year of rejuvenation and growth. A minimum of HK$100 million has been
ear-marked for regular capacity maintenance. Additional capital
commitment will be made if and when new investment opportunities arise.

As chairman, | must report to you that your employees have steadfastly
stood by the Company during those most difficult months when SARS
was rampant. They have all gone beyond their call of duty to ensure the
Company’s strategy and austerity measures would yield the planned
results. This was in addition to both across the Board and voluntary pay
reductions virtually throughout the Company. Their dedication, solidarity
and sacrifices have deeply touched the Board and me. Our experiences
during 2003 were testimonial to our belief that our employees are our
most important asset. When we realize the growth and improvements as
projected for 2004, the Company will generously share the payoffs with
them.

Finally, | also thank our shareholders, suppliers and business partners for
their support, cooperation and encouragement during a very difficult 2003.

PETER LAU
Chairman

March 18, 2004

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE



