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Chairman’s Statement
Dear Shareholders,

It was quite disappointing for us that we sustained a net loss attributable
to shareholders of HK$44.0 million for the year under review. At the
beginning of the year, we were foreseeing that with the recovery of the
economy and the opening of the HK Disneyland, we would have another
prosperous year. Based on this expectation, we have committed to
expand our retail network so that we could be well prepared for the
increasing number of inbound tourists and local consumers with
increasing spending power. Many other retail players shared the same
view, and thus, the overall retail market sentiment became too optimistic
in general. Consequently, it pushed the rental increased at a staggering
rate. Unfortunately, this optimistic forecast had not come to reality, the
turnover increase was far behind from what we originally expected.

As we realize that we have made the wrong strategic move, we
immediately take remedy actions, which include restructuring the retail
network, re-engineering the commission scheme, and re-adjustment of
the pricing policy. All these actions aim at increasing the efficiency of
the cost spent and the profitability of the sales generated. At the same
time, we take what happened in 2005 as a valuable lesson. We
constantly review the business environment and our strategy to ensure
that we can formulate the best business strategy for the continuous
changing market.

In spite of the dismal results, we do not lose confidence in our future.
The Group's competitiveness edges are still there. The retail market,
though has not grown as fast as the property market, is growing steadily
so far. The China market is still a great opportunity for us to expand
both of our retail and beauty services businesses. With all the necessary
adjustments made, we have no doubt that we can be back on the
growth track again very soon. We will keep our corporate vision to
bring the Group to be a dynamic profitable company, which have the
reputation of providing the best beauty products and services to
customers.

Although the beauty services division is still operating in a highly
competitive market, the market conditions are relatively stable when
comparing to the retail market. The beauty services division recorded
a loss in 2005, but there was a positive net cash inflow during the year.
We will continue to expand our beauty services in a steadily fashion.
By controlling the operating cost more tightly, we are confident that the
beauty services division will be profitable soon.

Ip Chun Heng, Wilson
Chairman

Hong Kong, 21 April 2006



