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The retail industry is a very challenging one.lts strength or otherwise
is an almost immediate indicator of the performance of the wider
economy.The fiscal year 2004 was highly eventful for Hong Kong's
retailers, particularly for the Sa Sa Group. Against a background of
negative and positive factors, we turned in a robust business
performance and ended the year with a significant roll call of
industry and consumer awards. In addition to the interim dividend
paid of 2.0 HK cents and a special dividend of 1.0 HK cent per share,
the Board of Directors ("The Board") proposes to offer a final
dividend of 5.0 HK cents and a special dividend of 4.0 HK cents
per share, making a total of 12.0 HK cents per share for the fiscal
year. We remain confident that our strategic business plan, our
high level of motivation and our emphasis on rapid responsiveness
will result in further improved profitability and greater returns for

our stakeholders in the coming years.

The SARS outbreak caused a slump in activity that Asia's retail
industry has perhaps never before experienced.Due to its ingrained
adaptability, the Group managed to reduce the impact of SARS
to the bare minimum by adopting various measures such as
adjustments in the merchandise mix and prudent cost reductions.
The marked increase of PRC tourists that followed on the more
relaxed travel policy helped the local economy and retail market
to recover very quickly, providing substantial business opportunities
for various sectors,including cosmetic retailing.In order to capture
the growth potential inherent in the growing PRC tourist market
and the improvement in overall consumer spending in Asia, the

Group added seven new stores across the region from July 2003
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onwards.Turnover in Hong Kong, Singapore and Malaysia increased
by 18.7% and 23.8%,and therefore our market share in Hong Kong,
Singapore and Malaysia improved. The broad economic rebound
and various measures stimulated by the new market situation,
such as adjustment in purchasing and product development
strategies and upgrading operational systems, enabled the Group
to achieve healthy turnover growth as well as satisfactory same

store growth in Hong Kong, Singapore and Malaysia.

We look to the future confident that we can realize our vision to
be the dominant cosmetic retailing and beauty services group in
Asia. During the year, in order to provide an even stronger base
and momentum for long-term growth, strenuous efforts were
made to build up the Group's resources, to further extend our
robust network in the region and to enhance our capabilities for

successful pursuit of our strategic direction.

Looking forward, the Group has a number of dynamic growth

strategies in place.

Firstly, we are positioning ourselves as a Beauty Specialist and
reinforcing our core retail business with the profile of Sa Sa as a
cosmetics specialty store. We believe such clear positioning will
increase our competitiveness and that by becoming an all-round
beauty partner of our customers we will encourage customer
loyalty.We have launched a fresh new store image, and we have
supported this with the provision of more comprehensive beauty
products and services to our customers. Both men and women
are becoming increasingly conscious about their health and
appearance. We believe we can develop our existing customer

base and expand it further by providing extra value-added beauty
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services. Reflecting this approach and our optimism about the
future growth of cosmetic retailing, we opened a second Sa Sa
Beauty+ facial and slimming beauty salon during the year and
we are preparing to open a new flagship store in Causeway Bay,
the prime shopping area in Hong Kong. This will be the largest
cosmetic specialty store in Hong Kong and will undoubtedly

support the Group's image as a Beauty Specialist.

Secondly, we are strengthening our brand management business.
The launch of a new store image is enhancing our relationships
with our suppliers and increasing our competitiveness in securing
more exclusive brands. Dynamic marketing initiatives are already
leading to a significant increase of house brand products and we
continue to showcase our capabilities in brand management.
These have included building stronger brand awareness for
Elizabeth Arden and achieving a substantial improvement in the
brand's sales performance. We will further hone our brand
management skills to bring our exclusive brands to new market
heights while considering forming partnership with other brands

to strengthen our brand portfolio.

Thirdly, we are increasing market share in our developed markets
and expanding into new markets.In tandem with the recovery of
the Hong Kong economy, further growth in our core retail business
in Hong Kong is promised with new tourist attractions in both
Hong Kong and Macau and an ongoing relaxation of the travel
policy for PRC tourists to visit Hong Kong.The Group is confident
that it can gain further market share in Hong Kong and Macau by
expansion of local retail network, further adjustment in product
mix, strengthening of marketing efforts and enhancing the service

quality.
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The Group has also rolled out an aggressive plan to increase market
share in overseas markets where so far we are only a minor player.
We see significant opportunities to build a stronger presence in
Singapore, Malaysia and Taiwan. Once the groundwork has been
completed and adjustments made, we believe that Sa Sa will be
in a position to capitalize on the first encouraging results in these
markets. A similar drive underpins our improvements to Sasa.com.
We are determined to leverage our e-commerce platform as a
cost-effective and dynamic way to expand our business and
diversify our customer base to new markets, including countries
beyond Asia. At the same time, we continue to make preparations
for entry into the enormously promising PRC cosmetics market,

where Sa Sa is already a strong brand name.

To achieve this growth and to deliver good value to our
shareholders, Sa Sa is more than ever committed to improving
customer services, promoting effective and efficient operations,
and developing productive relationships with our suppliers. By
enhancing our store capacity and upgrading our IT and Point of
Sales systems we are already providing better service to our
customers and we have laid the groundwork for the
implementation of more sophisticated management systems to
enhance data analysis and management efficiency. In terms of
management resources, we have further strengthened our highly
experienced retail management with the appointment of a new

Chief Operating Officer and a new head of Taiwan operations.
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With this highly motivated team in place, we have established a
firm foundation for the future growth of the Group. Given that the
Group is in a very healthy cash position together with strong and
positive operating cash flow, the board anticipates that, subject
to the cash requirement for further development of the Group,
the Company can maintain 100% pay out of its after tax earnings
so long as the present mode of operation continues as it is. This
policy may from time to time be subject to the board's review

when any new relevant factors will be taken into account.

I'would like to thank all our employees for their years of support
and commitment to realizing Sa Sa's goal to become the dominant
cosmetic retailing and beauty services group in Asia.| would also
like to thank our shareholders for their continued confidence in
the Group and for participating in our vision of the future.| know
| speak for everyone in the Sa Sa Group when | say that we are
determined to see that confidence rewarded with increased

shareholder value in the years to come.

Simon Kwok

S

Chairman and Chief Executive Officer
ERERITREE

Hong Kong, 28th June 2004
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