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For the year ended 31st March 2004, the Group's consolidated
turnover amounted to HK$1,883.3 million, representing an increase
of 14.7% from HK$1,641.4 million in the previous fiscal year.On a
comparable basis ("Comparable Basis") the consolidated turnover
represents a 17.3% increase after Ebeca business is excluded from
the turnover for last fiscal year. The Group disposed of Ebeca in
March 2003. The Group's consolidated profit attributable to
shareholders showed a further significant improvement and rose
to HKS$151.1 million from HK$68.2 million, an increase of 121.4%.

A number of factors contributed to this satisfactory performance.
Our retail business in the Hong Kong market registered strong
growth from the second quarter of the fiscal year onwards,
stimulated by the relaxing of travel restrictions for PRC tourists
visiting Hong Kong. There was a marked improvement in the
performance of our beauty services business,and we continued
to implement a policy of prudent and effective cost control

measures.

Highlights of the Group's achievements for the year ended 31st

March 2004 are:

e Group turnover increased by 17.3% to HK$1,883.3 million on a
Comparable Basis

e The Group's retail and wholesale business recorded turnover
of HK$1,716.1 million, representing a 17.9% increase on a
Comparable Basis

e Sa Sa's retail and wholesale business in Hong Kong and Macau
registered an 18.7% increase for the full year,and a year-on-year
29.3% increase for the second half of the fiscal year

e Sa Sa's retail and wholesale turnover increased by 23.8% for the
Singapore and Malaysia markets

e The Group recorded a significant improvement in the
performance of our beauty services

o Profit attributable to shareholders rose by 121.4%, from HK$68.2
million to HK$151.1 million

¢ Diluted earnings per share increased by 122.6%, from 5.3 HK

cents to 11.8 HK cents
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Retail and Wholesale Business

During the fiscal year 2003/04, the Group's retail and wholesale
business saw growth in turnover of 17.9% on a Comparable Basis,
reaching HK$1,716.1 million. Turnover growth for the second half
of the year was a significant 28.4%.However, the gross profit margin
of our retail and wholesale business was adversely affected due
to changes in our product mix during the period of the SARS
outbreak and due to the appreciation of the Euro, which affected
the cost of our purchases. In terms of profitability, the increase in
turnover more than offset the decrease in gross profit margin, thus

leading to a positive growth in net profit.

Our inventory turnover days were 90 days for the year ended 31st
March 2004. We also officially launched our new store image in
Hong Kong in February 2004. The trendy, contemporary store
design provides a more spacious and comfortable shopping
environment. It allows cosmetics brands to project their image
better, broadens the customer base to younger customers, and
generally enhances the shopping experience. As of 31st March
2004, there were 15 new image stores in the region. Other stores

will be converted gradually to the new look.

In December 2003, the Group appointed a new Chief Operating
Officer to strengthen the management of our retail and wholesale

business.

Hong Kong and Macau

With the ongoing relaxation of travel policy restrictions for PRC
tourists visiting Hong Kong, the economic and retail environment
has shown a marked improvement. Although business in the first
quarter of the fiscal year was affected by the SARS outbreak, Sa
Sa's core retail business in Hong Kong and Macau still managed
to achieve a good performance. Turnover in Hong Kong and Macau
increased by 18.7% to HKS$1,532.4 million for the year ended 31st
March 2004, with a year-on-year increase of 29.3% for the second
half of the fiscal year.
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Increased spending by both PRC tourists and local consumers
contributed to this healthy performance. Growth was recorded in
both the average value per transaction (increased 4.0% to HK$207)
and the total number of transactions (increased 14.2% to 7.1
million).Sa Sa opened seven new stores during the year. As of 31st
March 2004, there are 41 Sa Sa stores, plus one La Colline specialty

store and one Elizabeth Arden counter.

Singapore and Malaysia
Turnover increased by a significant 23.8% to reach HK$105.3 million

for the Singapore and Malaysian markets.

As a result of the adoption of a more aggressive strategy to increase
market share, strategic measures were taken such as adjustment in
the merchandise mix, increased marketing promotions, store
expansions, closure of some stores and relocation of stores to higher
traffic and better quality locations. The costs associated with store
relocation and adjustment in merchandise mix temporarily affected

our performance; therefore, a small loss was recorded.

As of 31st March 2004, the number of stores in Singapore remained
at nine (due to strategic adjustment in the retail network, three new
stores opened while three stores closed during the year) and increased

to ten for Malaysia with two new stores opened during the year.

Taiwan

Turnover in the Group's Taiwan business decreased during the
year by 15.4% as a result of the slow recovery after the SARS
outbreak and the temporary closure of one store for relocation.
Nevertheless, our operations in this market still managed to break
even. A third store was re-opened in July 2003 as the only beauty

products tenant in a Japanese Department store in Hsinchu. As a
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sign of our confidence in the potential for future growth and our
commitment to the market, the Group appointed a new head for

the country team in October 2003.

E-commerce - Sasa.com

Turnover for Sasa.com amounted to HK$21.2 million, representing
an increase of 69.1% over the corresponding period of last fiscal
year. The performance of Sasa.com was substantially improved
through such measures as strategic marketing activities,
adjustments in the product mix, expansion of the product range

and introduction of cost-effective delivery arrangements.

Leveraging on the strong brand name and goodwill of Sa Sa,
Sasa.com has built a diverse customer base. Apart from the major
markets of the USA, South Korea and Hong Kong, we also have
customers from other parts of the world such as Europe and
Australasia, totalling over 45 countries. This in turn has helped us
to enhance Sa Sa's brand name worldwide. The registered members
for Sasa.com increased from approximately 50,000 to approximately
90,000, while active customers for the International web site
recorded an increase of over 300%.The number of orders for the

International site increased by 260%.

In terms of regional recognition, Sasa.com was awarded the 2003
"e-Korea & CEO Award" in the category of Specialised Cosmetics
Shopping Site. This prize was given by Good Day newspaper, one

of South Korea's most popular newspapers with a daily circulation
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of 800,000 copies. Winning this award shows that Sasa.com has
an established foothold in the Korean cosmetics market. Indeed,
Sasa.com has already become one of South Korean's most favoured

on-line cosmetics shopping sites.

Brand Management

Sa Sa's sales of private-label and exclusively distributed products
increased by 18.2% and contributed 27.1% to the Group's total
retail and wholesale sales for the year ended 31st March 2004.
New brands secured for our exclusive distributorship included
such fragrances as Feraud and Cabotine. Our reputation for brand
management capabilities was further enhanced when Suisse
Programme, a private label,and La Colline, an exclusive brand, were
awarded the title of "Luxury Superbrand" in Hong Kong and
Mainland China alongside other world-renowned international
brands. Elizabeth Arden, a brand that Sa Sa carries as sole agent
in Hong Kong and Macau, achieved impressive sales performance

during the year.

Overall, we continue to place a special emphasis on our brand
management business. During the year, we further developed
close working relationships with our vendors, giving them market
feedback on pricing and competition, introducing new products
and product launch activities, boosting the awareness of our

exclusive brands, and executing joint promotions with other

distribution channels including department stores.

"What are Sa Sa's main strengths?"

We have built a great brand that everyone knows, and we have an unmatched
range of products for our huge, loyal and region-wide customer base. Our
relationship with our vendors is excellent, our sales professionals give quality
service, and we have a long-established network of more than 60 retail outlets
in prime Asian locations, along with an attractive on-line presence.

In addition, we have extensive industry experience and a clear business focus
on beauty, supported by well thought-out corporate strategies, a robust balance
sheet and a strong management team.
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Beauty Services

Despite the impact of SARS, turnover for beauty services was
HK$167.2 million, an increase of 11.8%, on a Comparable Basis.
This was mainly due to the improved performance of Phillip Wain
beauty and health clubs and the opening of a second Sa Sa Beauty+

beauty and slimming centre.

Phillip Wain

Phillip Wain offers premium beauty and health ladies' clubs that
cater for the discerning customer. During the year ended 31st
March 2004, Phillip Wain's performance significantly improved due
to enhanced service standards based on strengthened staff training,
as well as to an improved cost structure that included rental
reductions. We introduced new treatments and facilities, such as
photo-facial treatments, and other exclusive beauty equipments
and treatments by renowned brands such as Dibi Body and Olos
from Italy,and Alessandro from Germany. Phillip Wain was also the
firstin Asia to launch "Huber" equipment,an avant-garde interactive
game-exercise device. These new and exclusive products and
treatments helped to drive the growth of our business. In addition,
we strengthened Phillip Wain's marketing promotions, including
the launch of a new TV commercial and the appointment of an

additional new image woman, to increase market awareness.

Sa Sa Beauty +

The establishment of Sa Sa Beauty+ is intended primarily to
complement our retail business development, providing all-round
cosmetics and beauty services to Sa Sa customers. During the year
the second new store of Sa Sa Beauty+ was opened in Kowloon,
thereby extending our beauty services and enhancing the
competitiveness of our retail offering. We introduced a number
of new beauty treatments and facilities including photo-facial, as
well as exclusive treatments and equipment such as La Colline Eye
Ology and Slim Tech treatments. We also broadened the customer
base to male customers by providing facial treatments and photo-

facial treatments specifically for men.
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The time lag between opening the second Sa Sa Beauty + and
building its customer base had some effect on the overall
performance of our Beauty Services, but we continue to regard
Sa Sa Beauty+ as a further opportunity for cross-selling our retail

products.

Strong Brand Recognition of "Sa Sa"

The Sa Sa brand is gaining increasing recognition in the region.
Sa Sa ranked number 9 of the Top 10 retailers in Hong Kong (the
only cosmetics specialty store) in the Retail Asia-Pacific Top 500
ranked by KPMG and Retail Asia magazine in 2004. The excellence
of our service was recognized when the award for the Specialty
Store category of the "Service and Courtesy Award 2003"
administered by Hong Kong Retail Management Association went
to a Sa Sa employee. World-renowned Internet company Yahoo
gave Sa Sa its "Yahoo! Emotive Brand Award 2003-04" - health and
fitness category.Sa Sa store, with its trend-setting new store image,
was named as "The Cool Store" for the Year 2004 by 8 Days magazine,
one of the most popular magazines in Singapore. Sa Sa was the
only cosmetics chain store named "Superbrand” for 2002-03 in
Hong Kong and we repeated our success again in 2004. Phillip

Wain also became a "Superbrand” in Hong Kong in 2004.

Sa Sa's rapid progress towards becoming a household name in
Mainland China was marked in November 2003 when a survey
conducted by an international financial institution, CLSA, identified
Sa Sa as the most popular retail outlet in Hong Kong for PRC
tourists. Its similar survey in May 2004 continued to name Sa Sa
as the most popular cosmetics specialty store for PRC tourists. The
Guangzhou Daily, one of the most popular dailies in the PRC, also
awarded the Group "The Hong Kong Merchants of Integrity Award

2003/04" in the personal care and cosmetics category.
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Outlook

Sa Sa remains deeply committed to its vision for the future:to be
the dominant cosmetic retailing and beauty services group in Asia.
Looking forward, our approach to achieving this goal is based on

the following strategic imperatives.

1.Cosmetic Retail Specialist

Firstly, we aim to strengthen the market positioning of our retail
business so that we are seen as a Cosmetic Retail Specialist. Our
strategies include the provision of increasingly professional services,
strengthening the retail brand recognition of Sa Sa and the overall
awareness of our exclusive cosmetic brands in both existing and
new markets, gradually converting existing stores to our new and
appealing "younger customer" store format,and projecting a clear
quality image and reputation for reliability to our customers. As
part of this drive,a new TV commercial to promote our updated
retail image was launched in May 2004. The Group has also
committed to sponsor the Miss Hong Kong Pageant 2004 and Sa
Sa stores will be the pageant's official cosmetics specialty store

while Sa Sa Beauty+ will act as the official beauty salon.

2.Strong Brand Management

Secondly, Sa Sa aims to strengthen brand management by
continuing to introduce a wide variety of brands, promoting
continuous improvement of our product mix to support growth,
developing closer relationships with our suppliers and further
expanding our exclusive distributorship business. We will devote
more resources towards the marketing of exclusive brands in order
to boost their image and attract and retain more customers. With
the assistance of our upgraded operational systems, we can provide
our suppliers with more market and sales analysis and therefore
more understanding of the market. This will inevitably result in

more effective pricing, as well as a better product and marketing

mix, subsequently increasing brand awareness and sales. Our new
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store design will help individual brand images to stand out, thereby
enhancing the Group's capability to secure more exclusive brands.
The Group may also consider acquiring an international brand
with a complementary brand positioning and distribution network
to strengthen our brand portfolio and forming partnership with

other brands to develop the Asian market together.

3.Operational Management and Customer Service

Another of our priorities for the future is the strengthening of our
existing operation management systems,including the introduction
of a business intelligence system, and an upgrading of the POS
system and Customer Relations Management system.Our objective
is to improve data analysis as well as operational efficiency and
effectiveness, thereby increasing the sales and profitability of stores
and e-commerce. We aim to further improve the level of our
customer service through more robust operational systems,
enhanced training of sales staff and upgraded service monitoring

systems.

"How does Sa Sa manage to sell quality products

at such competitive prices?"
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Sa Sa applies its global sourcing and purchasing capabilities to obtaining the
best value products, buying in bulk to increase its bargaining power. A further
factor is our excellent long-term relationships with vendors. While we pride
ourselves on our ability to offer generous discounts, we also take exceptional
care to ensure that everything we sell is genuine and in tip-top condition.
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4.Beauty Services

Sa Sa's overall vision is that of a Beauty Specialist serving the all-
round beauty needs of our customers by offering comprehensive
beauty products and services.To realize this vision, we will continue
to strengthen the operational management of our beauty services
in order to enhance the level of service as well as business
performance. We will introduce more exclusive treatments and
equipment to increase our competitiveness,and we will broaden

the customer base of Phillip Wain to include male customers.

5.Geographical Expansion

The Group's application for a wholly owned retail license in the
PRC (allowed under CEPA rules) is in progress. Such a license will
give Sa Sa much greater flexibility in entering the China market.
We are now making all the necessary preparatory arrangements
and planning for the establishment of future operations in China.
Our aim is to foster close working relations with our suppliers in
the PRC and to offer alternative channels to department stores,
which are now the only distribution channel for most cosmetic
brands. As a specialist alternative, Sa Sa has more flexibility in the
choice of store locations because of our smaller store size
requirements. In the long term, we expect to provide better sales
network coverage than any of our competitors. As a first step, we
intend to open one or two directly managed prototype stores in
major cities of the PRC in 2004.

6.Further Market Share
Finally, we are focusing on gaining further market share in all

existing markets.

Hong Kong

Hong Kong is a major beneficiary of the burgeoning Chinese
consumer market.The relaxed travel policy for PRC tourists visiting
Hong Kong will be further extended in 2004. In addition to the
residents of Guangdong province, Shanghai and Beijing, the

inhabitants from nine cities of three provinces, Jiangsu, Zhejiang
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and Fujian (altogether a population of 43 million people), will be
allowed to travel to Hong Kong from 1st July 2004. In total, 150
million PRC residents will enjoy easier access to Hong Kong under
the "Individual Visit Scheme". According to the Hong Kong Tourism
Board (HKTB), over eight million PRC tourists have visited Hong
Kong since the inception of the "Individual Visit Scheme" policy
in July 2003.The HKTB expects PRC tourists to exceed 20 million
for the whole of the year 2004.

The projected benefits for retail stores such as Sa Sa are not only
in terms of higher numbers.The independent PRC travelers now
allowed to enter Hong Kong tend to have higher spending power
than group travelers. The acceptance of RMB-denominated credit
and debit cards in Hong Kong since 18th January 2004 is also
helping to stimulate PRC tourist consumption.The appearance of
several more tourist attractions on the horizon over the coming
years, including Disneyland, the ASEAN Games, and new casinos

in Macau will undoubtedly attract yet more visitors to Hong Kong.

In order to tap this rapidly expanding tourist market, particularly
from the PRC, Sa Sa already has 21 stores located in high tourist
traffic areas and will continue to open more stores and increase
the store size of selected existing stores. We will open two more
new stores in tourist areas, one in Mongkok and the other in
Causeway Bay, by December 2004.The store in Causeway Bay, with
a retail floor area of approximately 5,000 sq. ft., will become the
Group's flagship store and the largest cosmetics specialty store
in Hong Kong. With the addition of these new stores and the
planned expansion of some existing stores, our total retail area in
Hong Kong will increase at least 14% by December 2004.We aim
to further adjust our product mix to appeal to tourists' needs and
to launch effective marketing campaigns and promotions to attract
tourists. The Mandarin training of our sales staff and the quality

of our customer service will be further enhanced.
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Operations Review
E AR

Singapore & Malaysia

Sa Sa's objective in Singapore and Malaysia is to increase market
share.We aim to convert more existing stores to the new look to
broaden our customer base and strengthen our retail image.We
will expand the product range, introduce more exclusive brands,
enhance the merchandise mix and bolster our marketing and
promotion efforts.We will also continue to adjust the existing store
sizes and locations and to build closer relationships with our

suppliers.

Taiwan

In Taiwan, we are moving in the same direction. We will focus on
strengthening our market positioning and boosting Sa Sa's brand
image as well as introducing our new store design, strengthening
the product mix and working closer with suppliers. As part of our
expansion of the retail network, Sa Sa opened a fourth store in
May 2004 in Tao Yuan.

Sasa.com

The Group will continue to increase awareness of Sasa.com and
to strengthen marketing in order to further increase penetration
in overseas markets and broaden the customer base.Going forward,
we will upgrade the operating platform so that it is able to absorb
a higher volume of orders, provide greater flexibility and capabilities
to cater for a wider variety of customers' preferences and needs.
This in turn will enhance customer loyalty and improve sales. In
addition, we aim to improve the user-friendliness of the site in

order to make the on-line shopping experience more enjoyable.

Employees

As at 31 March 2004, the Group had a total of 1,825 employees.
Staff costs for the period under review were HK$299.5 million. To
ensure that the Group is able to attract and retain staff with good
performance, remuneration packages are reviewed on a regular

basis and performance bonus and share options are offered to
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qualified employees. Staff development initiatives were

implemented during the year through in-house training

programmes and the provision of financial subsidies for external

training courses.

"How can Sa Sa achieve such a high standard of

customer service?"

By Creating a Strong Training Team

Our training team is specialized in different training programs.These include
product knowledge (with different trainers specialized in skin care, fragrance,
make-up products and beauty treatments); skin analysis; make-up training;
Mandarin speaking; selling skills; supervisory skills; customer service skills and
general management skills.

Intensive Training

A new beauty consultant receives more than 150 training hours before she
becomes a qualified beauty consultant (BC). We also provide continuous
training to existing BCs to update their skills and knowledge in all the above
categories. Good training is vital for cosmetics retailing because it improves
sales and service, enhances the corporate image, professionalism of staff,and
the sense of belonging of our employees.

Knowledge of the Market and Customer

The cosmetic retailing industry changes very rapidly, always catching up with
new trends and the evolving needs of customers. Therefore, our staff need
to be updated frequently.In addition, our sales staff act as personal consultants
to customers for their beauty needs.They require an in-depth knowledge of
both products and customer requirements in order to provide tailor-made
beauty advice.

Building Loyalty

We aim at providing a service to customers, not only at selling products. Our
mission is to convert more and more buyers of our products and services into
loyal customers. We therefore monitor our services very closely and strengthen
our service-oriented culture through various internal programmes and through
participation in external monitoring schemes such as mystery shoppers
programmes.

Gaining Recognition

Sa Sa stores as well as La Colline specialty store have been awarded the "Quality
Tourism Services" certificate by the Hong Kong Tourism Board. This scheme
honours tourism service providers judged to have achieved excellent quality

in the areas of environment, products, processes, people and systems.
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