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Results

We are pleased to announce that the results of Tristate Holdings
Limited (the “Company” or “Tristate”) and its subsidiaries
(collectively the “Group”) for 2004 were satisfactory. Profit
attributable to shareholders reached HK$52 million when
compared to a considerable loss of HK$92 million for the last
corresponding year. The return to profitability was achieved
through the increase in gross margin by 17% from HK$420
million in 2003 to HK$493 million in 2004. Substantial
reductions in selling, general and administrative expenses and
stringent controls over manufacturing costs contributed to positive
results in 2004. A strong emphasis on producing higher quality
garments, with more value-added services to our customers,
together with the attention to cost control and productivity
improvements, drove positive financial results.

2005 focus

To continue building on the success we achieved in 2004, our
key areas of focus in 2005 are to strengthen our relationships
with our key customers, deliver higher quality products, increase
profitability, maintain high standard of social compliance and
focus on teamwork enhancement.

Stronger relationships with our customers

In additional to our traditional manufacturing capabilities, we
also focus on working with our customers on product development,
fabric and accessories development and sourcing, pattern and
sample creation, and quick response and replenishment program
execution. Our objective is to produce high quality products at a
fair price, in as short a time as possible, and on time.
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Strong emphasis on key account management has proven to be
successful, and the volumes placed by key customers with the
Group have been increasing. We are doing more with our key
customers, working deeper in the relevant product categories and
across more labels within the same family. In 2005, management
will further work on strengthening its business with core

customers.

Broad product range

Our product range encompasses a wide scope of fashion garments,
including categories known generally as ladies career dressing,
ladies suiting, ladies sportswear, ladies related separates, ladies
and men’s casual and lifestyle clothes, as well as, men's and
ladies’ outerwear. We carry the entire range of Bridge, Better,
Casual and Moderate lines. We have extensive pattern and sample
making capabilities, as well as, the ability to innovate to meet
our customers’ needs through strong manufacturing engineering
efforts. We compete in the upper range of fashion brands and
products requiring high levels of quality and complexity. Our
broad product range and services enable us to provide “one stop

shopping” to most of our customers.

Increase profitability

In 2004, the strengthening of certain key disciplines, particularly
the creation of sales pipeline management, order loading and
production scheduling had greatly improved the profitability of
the Group. We will continue to work on productivity enhancements
at our factories, as well as, better managing materials costs and
the flow of logistics so as to yield strong positive results in
2005.

The uplift of the quota system, effective from 1st January 2005
provides good market opportunities to the Group. Our revenue
base and output will continue to increase, as customers
consolidate more orders with large manufacturers, such as
Tristate. While the possibility of safeguards against China exports
looms in the horizon, Tristate is well-positioned to offer customers
the insurance and flexibility of multi-country production.
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The economy of Mainland China experienced high growth rate

last year. Even though China government implemented
macroeconomic measures to ease excessive economic expansion,
it is expected that the adverse impact on the domestic retail
business will be not significant. A subsidiary of the Group is
planning to increase its number of distribution outlets in Mainland
China so as to further increase the income generated from the

branded product distribution business of the Group.

Focus on compliance

Corporate Social Responsibility (“CSR”) continues to increase as
a priority for our customers, as they respond to the demands of
the marketplace relative to promoting workers’ rights around the
world. Total CSR compliance is a prerequisite for being a supplier,
and each year the requirements have become more stringent.

We are continuing our efforts to make CSR compliance a strategic
priority, in recognition of this increasingly critical customer
requirement. All sites have initiated actions to implement a
consistent internal and corporate level auditing and accountability
process encompassing health, safety and environmental
compliance in addition to meeting the social responsibility
requirements of our customers. In addition to fulfilling the needs
of our customers, we are simultaneously providing ourselves with

recognition in this area that differentiates us from others.

As a responsible company, we also commit to maintain a high
standard of corporate governance. This includes the consideration
of the
shareholders, investors, customers and business partners.

interests of our stakeholders, in particular, our

Focus on people

People are truly our most valuable asset at Tristate. We are
fortunate to have good teams of experienced people in most
areas. In 2005, we will focus on enhancing teamwork both across
functions and geographies. We will spread the adoption of best
practices at an even faster pace across teams, so that we can
respond to the market’s ever evolving requirements with speed.
As in prior years, we will seek to recruit qualified individuals with
specific expertise from outside the Group, from industry and
from graduate schools, universities and technical colleges.
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Outlook

The economy of the United States has been growing gradually
after the presidential election. After the elimination of quotas,
the Department of Commerce of the United States reported that
textile and garment imports from Mainland China to the United
States in January 2005 rose by about 39%. At the same time,
statistics indicated that garment export from Mainland China in
January 2005 increased rapidly by about 65%.

It is expected that the results of the Group in 2005 will benefit
from both the rebound of economy of the United States, our
largest export market, and the increase in garment exports from
Mainland China,
manufacturing facilities. Even if restrictions are imposed by the

where we have established modern

United States on imports from Mainland China, the Group’s well-
established production sites in Macau, Thailand, Vietnam and
the Philippines will protect against the development of new

restraints on China exports.

We will focus on maintaining high quality and high value added
services for our customers, while controlling costs very tightly.
Sales outlook for 2005 is healthy, while prices and margins are
under pressure as a result of global competition. We will continue
to be a long-term player, serving our customers with a multi-

country delivery platform.

Appreciation

| would like to extend my heartfelt thanks to our customers for
their confidence in the Group. We thank you for your business,
your partnership and your continued support. To the entire family
of Tristate employees, we could not have achieved these results
without you. Thank you for your dedication, professionalism, and
team spirit. Finally, we would like to express our appreciation to

our shareholders and business partners.

Wang Kin Chung, Peter
Chairman and Chief Executive Officer

Hong Kong, 22nd April 2005
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