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Results of Operations

Turnover and profit attributable to shareholders

The operations of the Group was adversely affected by the outbreak
of Severe Acute Respiratory Syndrome (“SARS”) in Hong Kong, Taiwan
and Mainland China. During the SARS period from April to May 2003,
the retail and wholesale of garments declined sharply as compared
with the same period in the previous year. Positive growth in retail
and wholesale of garments was registered after the containment of
SARS. Sales in Hong Kong improved significantly from June not only
to recover the lost sales in the SARS period but also to record a
remarkable increase in sales which was brought about by the recovery
of local tourism as a result of an increase in visitors from Mainland
China. Mainland China was not significantly affected during the SARS
period and continued to grow steadily in this financial year.

The turnover of the Group for the year ended 31 March 2004 was
HK$727,735,000 which increased from HK$652,000,000 for the
previous year. The Group recorded total sales of garments of
HK$681,665,000 for the year (2003: HK$607,305,000) which was the
major sales revenue of the Group, representing 93.7% of total Group
turnover. The Mainland China market grew markedly this financial
year, resulting in a 61.6% increase in turnover from HK$95,649,000
for the previous year to HK$154,589,000.

Profit attributable to shareholders for the year ended 31 March 2004
recorded a significant increase from HK$73,563,000 (restated) for the
previous year to HK$171,187,000 despite an impairment of goodwill
amounting to HK$22,387,000 on an investment in 22% of the issued
shares of Chilli Investment Limited (“Chilli”). Major factors contributing
to the increase are:

1. aprofit of HK$64,957,000 from the disposal of three shop premises
in Parklane Shopper’s Boulevard, Tsim Sha Tsui, Kowloon.

2. anet gain on disposal of convertible perference shares of Hang
Ten Group Holdings Limited and other securities totalling
HK$23,709,000 (2003: HK$270,000).

3. net realised and unrealised gains of HK$4,732,000 on other
securities carried at fair value as against a net realised and
unrealised loss of HK$2,198,000 for the previous year.
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Results of Operations (continued)

Prospects

Looking forward to the forthcoming year, the existing business of the
Group will continue to benefit from the increased visitor flow from
Mainland China and the implementation of the Closer Economic
Partnership Arrangement (“CEPA”) between Mainland China and Hong
Kong.

After the financial year end, the Group succeeded in the acquisition of
all the issued shares of Société Guy Laroche (“SGL”) for a cash
consideration of US$17,000,000 (approximately HK$132,600,000). SGL
owns the rights to the “Guy Laroche” and “Mic Mac” trademarks globally.
In addition, the Group also signed a license agreement with Charles
Jourdan Holding AG. under which the Group has an exclusive license
with a term of twenty years for the use of the “Charles Jourdan”
trademark in mainly Hong Kong, Macau, Mainland China and Taiwan.
Under the license agreement the Group will manufacture and distribute
men’s, women’s and children’s ready to wear garments and accessories
with the “Charles Jourdan” trademark. These new projects might not
contribute too much in the forthcoming financial year ending 31 March
2005.

Guy Laroche, which is a well respected brand name globally and has a
distribution network and licensees worldwide, carries a full range of
high quality merchandise including men’s and women'’s fashion and
accessories, watches and perfume. The Group will respect all existing
licenses while exploring items and territories not yet developed for
the brand. To increase the recognition and reputation of the brand,
the group will invest over EUR1,000,000 in a new flagship store at the
prestigious Rue Francois 1 in Paris. The funds will come from the
internal cash resources of SGL. In addition, SGL has hired a top designer
for a catwalk show to be held later this year and to give direction to
the brand.

Capital expenditure

During the year, the Group spent approximately HK$13,867,000 for
additions to and replacement of fixed assets, compared to
HK$14,734,000 for the previous year.
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Results of Operations (Continued)

Liquidity and financial resources

The Group’s total net assets as at 31 March 2004 amounted to
HK$473,477,000 as compared with HK$459,650,000 (restated) as at
31 March 2003. The Group continues to maintain a prudent approach
in managing its financial requirements. As at 31 March 2004, the Group
had cash and bank deposits net of overdrafts and short-term bank
loans of HK$151,579,000, representing an increase of HK$32,548,000
as compared with 31 March 2003. Most of the cash balance was placed
in Euro, United States Dollar and Hong Kong Dollar short-term deposits
with major banks in Hong Kong.

The Group’s gearing ratio at the year end was 0.063 (2003 (restated):
0.073) which was calculated based on total borrowings of
HK$29,789,000 (2003: HK$33,371,000) and shareholders’ funds of
HK$473,477,000 (2003 (restated): HK$459,650,000). The Group’s
borrowings are on a floating rate basis.

The Group maintains a conservative approach to foreign exchange
exposure management. The Group’s income and expenditure streams
are mainly denominated in Hong Kong Dollars, New Taiwan Dollars
and Renminbi. To manage currency risks, non Hong Kong Dollars
assets are financed primarily by matching local currency debts as far
as possible.

At 31 March 2004, certain investment properties with an aggregate
carrying value of HK$26,150,000 (2003: HK$25,850,000) were pledged
to banks for obtaining banking facilities amounting to HK$12,000,000
(2003: HK$12,000,000).

As at 31 March 2004, there were contingent liabilities in respect of
guarantees given to banks by the company in respect of banking
facilities extended to certain subsidiaries amounting to approximately
HK$36,000,000 (2003: HK$34,000,000).

Human resources

As at 31 March 2004, the Group’s total number of employees was about
2,500. The Group offers a competitive remuneration package to its
employees, including medical subsidies and retirement contributions.
In addition, bonuses may be granted to employees based on the Group’s
performance and individual performance.
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