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On behalf of the Board of Directors, | am pleased to present to the
shareholders the annual report for Lee & Man Holding Limited (the
“Company”) and its subsidiaries (the “Group”) for the year ended 31
March 2005.

RESULTS AND DIVIDENDS

The Group's audited consolidated turnover for the year was
HK$942,045,000 and the audited consolidated profit attributable to
shareholders was HK$133,586,000.

An interim dividend of HK$0.03 per share was paid during the year.

The directors resolved to recommend the payment of a final dividend
of HK$0.05 per share for the year under review.

BUSINESS REVIEW

During the year, the Group disposed of a major subsidiary for a
consideration of approximately US$7 million. As a result, for the year
ended 31 March 2005, the Group's turnover recorded a moderate
decrease of 1.4% to HK$942 million. The profit attributable to
shareholders increased by 30.8% to HK$134 million which includes a
gain of HK$31 million arising from the disposal of the said subsidiary.
By excluding the gain on disposal of subsidiaries, the profit attributable
to shareholders increased by 1.8% to HK$102 million as compared to
HK$101 million for last year.

The Group manufactures and sells a wide range of handbag products
to a broad base of various customers that are mainly located in the
United States and Europe. The United States market continues to be
the largest market for the Group's products. Sales to the United States
accounted for 77.8% of the turnover of the Group and recorded a drop
of 1.9% as compared to last year. Sales to Europe recorded an increase
of 3.1% above last year and it accounted for 18.9% of the turnover of
the Group.
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PROSPECTS

In view of the slowdown of the United States economy, the handbag
industry will face a more competitive environment. As part of the Group's
raw materials are produced by petroleum by-products, the rising price
of petroleum during the year increased the cost of materials. This factor
along with the rising labour cost in the PRC has increased the overall
operating costs. The Group will focus on the reduction of production
costs and continue to strengthen the product design and development
capabilities in order to produce and sell more originally designed and
fashionable handbag products to gain a competitive edge in the market.
With the Group’s sufficient liquidities and reputation established
throughout the past twenty years of business experience in the PRC,
the Group will be in a good position to seek investment opportunities
and to diversify the business in the PRC, to achieve satisfactory returns
for the shareholders.

APPRECIATION

We thank all our customers, suppliers and all members of our
management team and staff for their loyalty, dedication, and contribution
during the year under review.

On behalf of the Board
Wai Siu Kee
Chairman

Hong Kong, 28 June 2005
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