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Business Review

For the year ending 31 March 2001, the Group's fotal turnover
was HK$4,309 million, an increase of 39% over 2000. Net
profit from ordinary activities affributable to shareholders was
HK$464 million, an increase of 54% over last year. Gross profit

margin increased by 0.7 percentage point from last year.

Turnover for the knitted fabric business was HK$2,593 million, a
rise of 28%, and represented 60% of total turnover. About 13%
of sales were to the Group's associated garment business. All
our cusfomers are renowned infernational brandnames. We are
able to maintain very good relationship with them because of
the good quality of our products, and also because of our
punctual deliveries. As there was no room for price increases,
the management had fried fo lower costs in order to improve
profit margins. Production was still concentrated in Dongguan,

China. The factory measures about 5 million sq.ft., and employs

about 5,700 workers.

Turnover for the retail and wholesales business was HK$ 1,682
million, a rise of 63%, and represented 39% of total turnover.
Sales in the three major markets, the Mainland China, Taiwan
and Hong Kong all recorded strong growth. Besides these
markets, there are franchised shops in South Korea, Malaysia,
Jordan, Iran, Kuwait and Macau. At the end of this financial
year, retail outlefs in Asia fotalled 802. An advanced computer
network had also been installed in preparation for future
development. The bulk of our refail products consisted of good
quality casual wear at reasonable prices, about 40% of which
was produced by the Group's associate. In face of fierce
competition, the excellent quality of our retail goods continued to
be the selling point. In China, besides the brandname ‘Baleno’,
'Samuel & Kevin', 'I.P. Zone', '‘Bambini’ and ‘Baleno Attitude’

had also been created for different types of customers.
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The management believes that there is still a lot of space for FETSEN BERERRRE ZERMNRE
development before the huge China market reaches saturation BMAMBNEERCZER RAFETHEE
point. The development in the Mainland China, Hong Kong and FEARE  BERAEZERBEALALINT :

Taiwan until the end of this year are shown below:

Mainland China 3 A [EE

2001 2000 1999 1998 1997

ef sales (HKSM| HEFR(ARAT) 1,199 783 557 522 137
ef sales increase in percentage HEFREIEMAD X 53% 41% 7% 281% =
Retail floor area (sq.ft.)** TEBEAEBE(FAR)** 204,296 119,502 85084 92,340 26,182
Number of sales associates* EEEHA" 2,732 1,487 1,291 1,155 535
Number of outlets* P8 A * 637 377 232 193 70
Hong Kong &E
2001 2000 1999 1998 1997
et sales (HK$M) HEFE(REET) 295 179 159 166 59
ef sales increase/|decrease HEFB2EM/
in percentage (R B X 65% 13% (4%) 181% 0
Retail floor area (sq.ft.)** TEBEEBE(FAR) > 33,684 23748 16,448 13,306 12,198
Number of sales associates* EEBHAY 251 142 124 117 63

Number of outlets* Bhik- Gl 39 21 18 19 13
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Taiwan oy

2001 2000 1999 1998 1997

et sales (HK$M) HEFE(BEET) 188 69 80 64 0

et sales increase/(decrease WEFE M/

in percentage () BD % 172% (14%) 25% 0 0
Retail floor area (sq.ft.)*# TEBAEE(FAR)** 82,979 23,273 26,060 27,409 0
Number of sales associates* EEBHA" 365 08 105 120 0
Number of outlefs* PFIT&A * 96 39 39 37 0
*  As at 31 March *  JA3A3I1H
#  For Selfmanaged Stores # BEE

Profit contributed by the associated garment manufacturing BERREBAFEZRBMNERRSTIAER
business was HK$55 million, an increase of 88% over last year. T BEFHERESSY - ILEBKAS0%z AR H
80% of the fabric used was supplied by our knitted fabric M EGHE T 2BETRTMEARES

division. Our major customers consisted mainly of Asian Emif EhAKEZZEXRBEEBEERD
brandnames. About 18% of its sales was to the Group's retail 8% REEAMEZERIASE s BEER » &

division. Productivity was increased by 50% during the period to KEBNBALEENEMESOS - RAE T/
coordinate with the development of the group, and to satisfy B BN mm R £ ERET412,600
customers’ demands. At the end of this year, the two factories in A e

China and Vietnam employed about 12,600 workers in tofal.

FINANCIAL CONDITION B35 KR

Liquidity & Capital Structure nBHERERRE

The financial position of the Group remained sound. At 31 AEBHBMRRADERRFKF - RZFTT—
March 2001, cash and cash equivalents amounted fo HK$355 FZA=1—"RB B hBRFAEHRK/IES

million (2000: HK$228 million). Total bank borrowings were at TOEEBATL(ZZSTZTF : 22T 8B E B
a low level of HK$50 million (2000: HK$ 109 million). T0) c BRTABRENSTEEL(ZEETF -

HEQREBTT) ZEKF -



Management Discussion and Analysis

The interest coverage ratio of the Group contfinued fo improve
from 15 times of last year to 86 times this year as significant
amount of bank loans was repaid during the year. At the year
end, the unutilized banking facilities were HK$803 million
(2000: HK$592 million). Major capital expenditures were
sourced from cash inflow from operating activities and long term

bank loans.

Total debts to equity ratio was 0.6 (2000: 0.6). It is the
objective of the management to maintain the rafio at a healthy
level. The revenue and procurement of the Group were mainly
denominated in US dollar, HK dollar and Reminbi. During the
year, the Group had entered into forward foreign exchange
contfracts and other financial instruments to reduce foreign

exchange risks.

At the year end, the Group's contingent liabilities were HK$112
million (2000: HK$62 million) which were mainly related to

discounted export bills.
HUMAN RESOURCES

As at year end, the Group's total number of employees was
about 10,100 (2000: 6,300). The Group's remuneration
package for its employees is competitive in the market. In
addition, discretionary bonus and share options are granted fo
eligible staff based on individual’s performance. Substantial
resources are also put on staff training and development

programs.
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OUTLOOK

All sectors of the Group's business have reached a mature stage
of development, and are competitive within their respective
fields. Although the US economy seems to be slowing down,
and the Asian economies have not rebounded significantly, the
management is still confident about the results of the coming
year. In the longer term, the admittance of China info the WTO
and her hosting of 2008 Olympic Games will surely benefit the

business of the Group.

Productivity of the knitted fabric business will continve to be
raised fo meet customers’ demand. For the coming year we
estimate the increase to be about 20%. Recently, 1.8 million
sq.ft. of additional land in Dongguan had been leased as a
reserve for future expansion. The Group will also invest about
$130 million in an environmentally friendly coalfired power
generating system for use in this factory. The system is estimated

fo start operating in 2002, and thereafter savings on fuel will be

substantial.

The first five years had been the investment stage of the refail
business. With the expansion of its sales network and growing
recognition of its brandnames, we expect more profit to come
from this business next year. The Mainland China will remain the
principal market and approximately 100 retail outlets will be
opened there in the coming year. Taiwan being the next
important market will see its retail outlets increased to about
135. In view of the uncertainty clouding over Hong Kong's refail
sector, the number of outlets there will remain the same.
Singapore as a new market fo be developed will see the
opening of about 10 self-owned shops next year. The focus of
our refail business will mainly be on the Greater China,
development in other Asian countries will depend on their

economic situations.
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In order to meet market demand and to synchronize with the
Group's development, productivity of the associated garment
manufacturing business is expected fo increase by 35% next
year, both in the factories in China and Vietnam. If Vietnam were
fo be granted the Most Favoured Nation Status by the United

States, our business there would be further strengthened.

As for previous years, a defailed development plan has been
made up for next year, which the management will strive to
follow through. At the moment the management does not see any
serious obstacles or difficulties lying ahead, and is confident that

results for the next year will reach another record high.
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2001 spring & summer collection

SAMUEL & KEVIN
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