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Results review

The Group’s turnover for the year ended 31st December 2004
was HK$2,530 million (2003: HK$2,514 million). Turnover from
manufacturing declined by 7% comparing with last year due
mainly to (1) focusing on core customers and profitable garment
types, (2) rationalisation of production facilities and (3)
discontinuance of orders which required acquisition of expensive
quotas. As for trading operation and branded product distribution,
turnover was up by 27% and 33% respectively.

Geographically, the United States continued to be the major
export market for the Group contributing 71% (2003: 70%) of
the total turnover while export sales to Europe and Asia accounted
for 17% (2003: 17%) and 12% (2003: 13%) of the total turnover

respectively.

Gross profit of the Group rose 17% to HK$493 million in 2004
(2003: HK$420 million) mainly due to improvement in production
efficiency and effective controls over manufacturing costs.

During the year, a special management initiative was launched to
aggressively drive down selling, general and administrative expenses
including quota, sample and logistics costs. Furthermore, the
operation mode of the retail business in Mainland China was
changed from direct retailing to franchising and resulted in a
substantial reduction in shop expenses. Accordingly, the total
selling, general and administrative expenses decreased by HK$40

million as compared with last year.

The Group’s share of profit of its associated companies for the
year amounted to HK$21 million (2003: share of loss of HK$14
million). The improvement in financial performance of the
associated companies in Thailand was achieved as a result of
higher sales turnover, improved production efficiency, even

production loading and cost restructuring.

As a result of the positive developments highlighted above, profit
attributable to shareholders for the year amounted to HK$52
million, reflecting a significant turnaround from last year’s loss
of HK$92 million.
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During the year, there were no material acquisitions or disposals

of subsidiaries or associated companies.

Financial resources and liquidity

During the year, the Group continued to maintain a healthy
liquidity position. As at 31st December 2004, cash and bank
balances amounted to HK$182 million (2003: HK$60 million).
The short-term bank loans and overdrafts of the Group at the
year end reduced from HK$19 million in 2003 to HK$3 million
in 2004. As the Group did not have net bank borrowings at year

end, the gearing ratio was not applicable.

Most of the Group’s receipts and payments were denominated in
HK dollars or in US dollars. Therefore, the risk exposure to foreign
exchange rate fluctuations was not significant. Nevertheless,
forward foreign exchange contracts to hedge foreign currency
denominated operating expenses for Mainland China and other
overseas manufacturing facilities were entered into from time to
time. At the end of the year, there were no outstanding forward
foreign exchange contracts.

Capital commitments and contingent liabilities

There were no material capital commitments or contingent
liabilities as at 31st December 2004 which would require a
substantial use of the Group’s present cash resources or external
funding.

Human resources

The Group has about 13,000 (2003: 18,000) employees. Fair
remuneration packages and benefits are offered to competent
staff. Discretionary bonuses are granted to eligible employees
with outstanding performance. In addition, a share option scheme
has been established since 1997 for the granting of options to
full-time employees of the Group for subscribing for shares in the
Company.
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