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TO OUR SHAREHOLDERS

On behalf of the Board of Directors (the “Board of
Directors”) of Dah Hwa International (Holdings)
Limited (the “Company”), | would like to present
the annual results of the Company and its
subsidiaries (the “Group”) for the financial year
ended 31 March 2001.

FINANCIAL RESULTS

The Group's turnover was approximately HK$233
million as compared to HK$249 million in the
previous year. Loss attributable to shareholders was
approximately HK$44 million when compared to
the previous year’s figure of HK$76 million. The
loss including the provision of doubtful debts of
HK$29 million under the prudent accounting
policies.

DIVIDEND

The Board of Directors has resolved not to
recommend the payment of a dividend for the year
ended 31 March 2001.

BUSINESS REVIEW AND PROSPECTS

Although the market saw promising growth in early
2000, the global demand slackened in the latter
half of 2000, inevitably affected the worldwide
consumption power. Intensified competition in the
leather industry has also further hampered the
operqtionql environment.

The outbreak of the mad-cow disease in early 2001
led to a shortage of cowhide supply, which in turn
significantly drove up costs. The extensive
slaughtering of cows caused imbalance in the
supply of leather and boosted up the leather price
by more than 20%. The adverse supply situation
improved only after appropriate measures were
adopted. Leather price has currently stabilized
providing a healthy environment for the industry
to pursue a stable growth.
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Dah Hwa has successfully maintained its leading
position in the industry despite the tough market
conditions in the past few years. With over 50
years’ experience, the Group has transformed itself
and become an integrated leather group with
vertical integrated facilities ranging from leather
trading, leatherware manufacturing as well as the
retail and distribution of leatherware products.

Leather trading remained the core business of the
Group. The Group provides a wide range of
medium to high quality soft finished leather
covering of over 1,500 different varieties. lts wholly
owned subsidiary in Australia, Paragold
Distributors Pty Ltd, has obtained the exclusive
manufacturing and distribution rights for the
Sydney official Olympic bags, luggage and related
accessories in the People’s Republic of China (the
“PRC”), Hong Kong, South East Asia and Australia.
The Sydney Olympic products received
overwhelming response and created an additional
revenue stream for the Group. These Olympics
items together with the Group’s own branded
products were produced in its Zhongshan facilities,
the PRC and were mainly sold in Australia through
the Group’s six self-owned retail outlets under the
name of (IN)CASE as well as the Group’s own
counters in department stores in the PRC.

The vertical integration not only enables the Group
to fully utilize its comprehensive experience in the
leather industry, but also allows it to attain cost
effectiveness while providing up-to-date information
on fashion trends for accurate prediction of market
trend.

The Group participated in the most renowned
leather fair in the world - the Asia Pacific Leather
Fair 2001 - in April 2001. The Group has
participated in the fair since 1994. The fair allows
industry players to preview upcoming leather and
price trends. The Group has received many
enquiries and obtained updated information
regarding the leather trend. During the seven-day
exhibition this year and the Directors are optimistic
that as the economy continues to recover and
stabilize, the global leather business will start to
rebound.
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A series of interest cuts in the United States (the
“US”) and Hong Kong in 2001 has stimulated the
economy and the market is on its way to rebound.
After two sluggish years in sales in the US, the
leather consumer product recorded a growth. The
demand for leather goods in the European Union
market also saw a favourable turn. The growth is
likely to sustain in the years to come as leather
apparel and accessories appeal not only to the
high-end market but are also becoming more and
more popular in the mass market.

As the result of the PRC’s imminent accession into
the World Trade Organization, the Group expects
the import tariffs will continue to be lowered and
certain import restrictions will be lifted. The Group
is well positioned to capture these opportunities.
Building on its extensive experience and reputation,
it is the Group’s strategy to act as a middleman to
source and introduce new varieties of leather from
the western countries to meet market demands. In
addition, it will also introduce advanced
technologies including the latest bio-technology
which can effectively improve the quality of leather,
especially enhance the breeding of cows in the
North-western part of the PRC which will ultimately
upgrade the quality of cowhide. Apart from it,
foreign leather manufacturers have to seek for
experienced partners to jointly develop the huge
PRC market. The Group’s existing presence in the
PRC will help it to enlarge its market share in the
PRC in the years to come.

With the PRC winning the bid to host the 2008
Olympic Games, the country’s domestic
consumption is expected to grow in the next few
years leading up to the Olympics. Armed with the
successful experience in the manufacturing and
distribution of the official Olympic bags, luggage
and related accessories for the 2000 Sydney
Olympics, the Group will strive to obtain the
manufacturing and distribution rights for the
forthcoming 2008 Beijing Olympic Games.
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Looking into future, the Group will take an
aggressive stand in its expansion plan in the PRC,
which presents huge market potential. The Directors
plan to establish concept shops in the PRC under
the brand “CAB 55”. “CAB 55" is a well-known
Australia brand owned by the Group which targets
the younger generation in Australia. The Group
has authorized a licensee to manufacture and
distribute sun-glasses, swim suits, T-shirts, shoes
and other accessories under the brand “CAB 55"
in Australia during the year under review. The
grant of “CAB 55” licence will generate stable
revenue for the Group in the years to come while
helping to enhance the brand and provide a
diversified merchandize mix for customers. Building
upon its successful experience with “CAB 55", the
Group plans to introduce this well-known brand
which covers a wide selection of products to the
PRC market.

With the above strategies in place, strong financial
back up and extensive experience in the industry,
the Group is committed to securing fruitful returns
in the near future.

CONCLUSION

On behalf of the Board of Directors, | would like
to extend my appreciation to our management and
staff for their dedication and commitment during
the past few years. In addition, | would like to
express my sincere thanks to our business partners
and shareholders for their continued support.

LEE DEH
Chairman

Hong Kong
31 July 2001









