Chairman’s Statement = E #f & £

For this year, the Group's tumnover and net profit from ordinary
activities attributable to shareholders both hit record highs at
HK$4,309 million and HK$464 million respectively. Compared
to HK$3,093 million and HK$302 million of last year, the
increases were 39% and 54%. The Board has recommended a
final dividend of HK9.0 cents (last year : HK6.0 cents| per
share. Including interim dividend, total dividend per share will
be HK15.0 cenfs, an increase of 67% over last year's HK9.0

cents.

All sections of the Group had performed satisfactorily this year.
Knitted fabric sales and refail sales rose 28% and 63%
respectively. Profit contributed by the garment manufacturing

business, an associated company, also surged by 88%.

As one of the largest manufacturers of knitted fabric in the world,
we supply fo more than 150 internationally known fashion
brandnames. The global clothing market is huge, hence we still
see ample room for our business to grow. Due to the diversity of
our markefs and our broad cusfomer base, we are able to adjust
our sales policy flexibly to cope with different economic
conditions in our markets. The tightening of environmental
profection regulations and the substantial capital required to
operate this business have gradually crowded out many of our
competitors. Fashion brandnames' strict requirements in choosing
suppliers also put us at an advantage fo gain market space. Very
optimistic about the prospect of this business, the management
had recently leased 1.8 million sq.ft. of land adjoining fo our
existing production site in Dongguan, China for future

development.
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After 5 years of rapid growth, the refail business now has an
extensive sales network and its brandnames are well recognised.
With the support of the Group's fabric and garment
manufacturing divisions, 'great value for your money’ will
continue fo be the selling point of our retail products. Several
surveys had named ‘Baleno’ T-shirts as the best selling T-shirts in
the Mainland China, our major market. At the end of this year,
we had 637 refail shops there. Different brandnames have been
launched for the Mainland China market to cater for different
types of customers. For the coming year Taiwan will be our next
important market, we expect our retail outlefs to increase from
96 to 135. Besides the Greater China, we have franchised
shops in South Korea, Kuwait, Jordan, Iran, Macau and
Malaysia. The coming year will also see about 10 self-owned

shops opening in Singapore.

Productivity of our garment manufacturing business had
increased 50% during the year to meet the demand of our
customers which were mainly famous Asian brandnames. At the
year end, there were in total about 12,600 workers in our
factories in China and Vietnam. This business uses mainly the
Group's knitted fabric for production and also supplies quality
garment products to our retail business. Thus, it plays an

important role in the Group's strategy of vertical integration.

The Group's knitted fabric, retail and garment manufacturing
businesses are run separately by professionals, and the
development plan for each business is made independently. They
also co-ordinate to achieve optimal benefits for all. For next year,
aggressive development plans have been made for all sections,
and the management is confident that record high results will be

announced again.
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Without the hard work of our colleagues, and the support of our
business partners and shareholders, the Group would not be
able to grow and flourish, on behalf of the board, | would like to

thank them all again.

Poon Bun Chak

Chairman

Hong Kong, 18 July 2001
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