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REVIEW OF OPERATIONS
Leather Trading

Leather trading is the Group’s major business and
accounted for approximately 78% of the total
turnover for the year ended 31 March 2001. The
turnover for the year under review amounted to

approximately HK$182 million.

With over 50 years’ experience in the leather
industry, the Group has established close
relationships with its suppliers and buyers. The
Group is able to source a wide variety of
fashionable leather types at competitive prices
through bulk purchases. The ability to secure new
and high quality leather has strengthened the
Group’s leading position and sharpened its edge
in this highly competitive industry. A number of
marginal leather trading firms ceased operation
after the consolidation period in the past few years.
While the industry has undergone many cycles over
the years, the Group has managed to successfully

maintain its market leader position.

Cowhide and sheepskin are still the major materials
for leatherware products. With improved
technology, raw materials suppliers can now
emboss snake and ostrich textures on raw hides.
Furthermore, applying the latest technology,
suppliers can also improve the quality of raw hides
for the manufacturing of high-end quality

leatherware products.
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The Group sources over 1,500 different variety of
leathers ranging from medium to high quality
leather including sheep skin, cowhide and pig skin
of different finishes and thickness from different
countries around the world such as ltaly, Japan,
the United Kingdom, France, Spain, Brazil and
Korea. These quality leather are suitable for the
manufacturing of footwear, gloves, handbags,
garments and furniture and for supply to Hong
Kong leatherware manufacturers and traders as

well as for export to other countries.

The growing popularity of leather apparel and
accessories further stimulated the demand for
cowhide, double faced leather and shearling
leathers. Leather is not only a major component
for apparels of leading brands, it has become more
popular among the mass market and this trend is
expected to continue to grow in the years to come.
A craze for leatherware is anticipated in several
years in the PRC market. The Directors are
optimistic that the leather demand will grow in the

future.

The Group participated in the Asia Pacific Leather
Fair 2001 as in previous years. This fair provides
an opportunity for industry players to feel the pulse
of the industry and to establish business connection.
The Group noticed an improvement of market
sentiment. It introduced many high quality leather
types at the fair which were well-received
evidenced by the numerous enquiries and

considerable number of orders secured.
Leatherware Manufacturing

Apart from the leather trading business, the Group
also engages in the leatherware manufacturing
business which accounted for approximately 22%
of the Group’s total turnover for the year ended
31 March 2001.
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Styles and colours of handbag are closely aligned
with the trend in the fashion industry. The Group
has a team of designers who strive not merely to
keep-in-touch with the latest fashions but to stay
ahead of fashion trends. They are able to
consistently turn out designs of fashionable
handbags, casual bags, luggage as well as a wide
range of leather and non leatherware products
which are marketed in local and overseas markets.
The raw materials are sourced through its leather
trading operation which enjoys the bulk purchase

benefit brought about by vertical integration.

The production bases are consolidated in
Zhongshan, the PRC, with a total floor area of
14,000 sq. ft.. The leather processing factory can
process up to 8 million sq. ft. of cowhide leather
and other leathers per annum for the manufccturing
of shoes, garments and handbags. The leatherware
production plant produces leather handbags and
accessories. In the financial year, the annual
production capacity of handbags and wallets and
small leather goods reached 600,000 and 1 million
respectively and about 50% of the products are
manufactured under the Group’s prominent brands
including CAB 55, (IN)CASE, Felinity, Goldcrest

and Joan Weisz.

For the year ended 31 March 2001, the Group
manufactured the Sydney official Olympic products
as well as promotional souvenirs for numerous
Olympic sponsors, such as IBM, Fuji Film and
Foster Beer, etc. The sales of the 2000 Olympic
products were in line with the management forecast
and registered additional revenues for the Group.
In addition to the Olympic products, the Group
also manufactures casual bags for the “Playboy”,
“Arnold Palmer” and “NBA” brands since it
obtained the sole manufacturing rights for these

well-known brands in August 1999.
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Retail and Distribution of leatherware

The Group’s retail and distribution business
reported a stable growth for the year ended 31
March 2001. However, as a result of the downward
adjustment of exchange rate with the Australian
dollar during the year under review, the Group’s
turnover from retail and distribution of leatherware

was affected.

The Group exported and marketed its products
through its retail outlets in the PRC, Hong Kong,
Australia and independent customers in Europe.
Apart from distributing its own brands, the Group,
with distribution rights for Olympic products in
Hong Kong, the PRC, South East Asia and

Australia, also carried them through these outlets.

In addition, the Group has authorized a licensee
to manufacture and distribute sun glasses, swim
suits, shoes and casual wear under its reputable
brand “CAB 55” in Australia to maximize reach
of the brand and diversify its product range . The
diversification of product lines under “CAB 55”
will provide an addition revenue stream to the
Group.
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LIQUIDITY AND FINANCIAL ANALYSIS

Through adopting prudent financial management
approach, the Group is able to maintain a healthy
financial position. Applying stringent cost control
measures, the Group had HK$2.9 million cash on
hand for the year ended 31 March 2001 . Total
bank borrowings amounted to HK$11 million as
at 31 March 2001. Gearing ratio was kept at
0.59 times. Its successful inventory management
systems have helped to reduce inventory levels from
HK$84 million to HK$53 million. Supported by its
strong financial position and competitive
advantages, the Group is ready to grasp the

opportunities ahead and achieve robust growth.

AUDIT COMMITTEE

The Group has established an audit committee
according to the Code of Best Practice as set out
in Appendix 14 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited (“Code of Best Practice”). Principal duties
of the audit committee include reviewing and
supervising the Group’s financial and reporting
processes and internal controls. The Committee
comprises three non-executive directors, Dr. Sun
Ping Hsu Samson, Mr Sung Yuen Lam William and
Mr Cheng Shu Wing.
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