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Industry Review

The stagnant economic environment in Hong Kong and the
September 11th terrorist attack in the United States both had an
adverse effect on the jewellery industry. According to Government
statistics, the retail sales of luxury goods such as jewellery dropped
8.4% in December 2001 and 3.2% in January 2002 as compared
to a year earlier. The Group believes that the mounting
unemployment rate and consumers' reluctance to spend has led
to the sluggish performance of the retail sector.

The industry however expects that the
growing number of mainland visitors will
offer hope for the flagging sector.

Shopping for gold and diamond
jewellery was a major activity for .!.mmmm:lmumm
mainland tourists as Hong Kong shops HEAREES
offered more choices and better quality.
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Gold and Jewellery Operation

Ice g. Collection

Nowadays, people treat jewellery as a fashion item and are more
demanding on design. The new Ice g. Collection could cater for
their need as the market price is more affordable than the classical
jewellery and the designs are of a wider variety. Customers are
actually buying different pieces of jewellery to match with their
clothing. The new line specialises in simple, European-style designs,
highlighting the character of the person wearing the jewellery. The
Group has opened 2 new outlets for Ice g. in the main shopping
areas, such as Diamond Hill and West Kowloon.

Innovative World Class Product Design

In order to raise the corporate profile and to render enhanced value-
added services, the Group has the ability to offer innovative designs
and to invest in jewellery design capability are of great importance.

“PLII' US5.5”
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In view of this, the Group’s designers have employed their creativity
and designed a series of innovative products. These include festive
products for different important days of the year; Ice g. collection
for the young and trendy generation; “Love on Fire” collection which
brings a breakthrough in the traditional diamond cuts; “HIRU-
Padparadscha” collection, with a design concept of “simplicity”,
turns an orange-red Sri Lankan stone into precious jewellery.

During the year, the Group’s designs gained applauses in numerous
local and international jewellery design competitions. Amongst all,
the acheviements in “The 2nd Tahitian Pearl Trophy Design
Competition (Hong Kong & the Chinese Mainland)” was most
encouraging, as the Tahitian Pearl Trophy design competition was
an international contest with 35 participating countries.

Year 2001
e The 2nd Tahitian Pearl Trophy Design Competition

Ring Category :Gold Award - “PLIIUS5.5”
Bracelet Category  :Gold Award - “Knot”
Silver Award -  “Native”
Parure Category :Silver Award - “Harpist”
Earring Category :Bronze Award - “Surround”

e The 3rd Grand Competition of Taiwan & Hong Kong Jadeite
Design

Finished Product Section: Best Creative Award — “Exhilarating
Moments”
Best Craftsmanship and Fine Design
Award — “Life”
Fine Design Award — “Swan Lake”
Finalist Award — “The Flying Dragon”

e The 4th Buyers' Favourite Jewellery Design Competition 2001

“Thinker”
“Freedom”

Jewellery Sets Section: Silver Award  —
Brooch Section: Award of Merits -
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Year 2002
e Chuk Kam jewellery Design Competition 2002 “A set in 18K”.

Stringent Cost Control

The rental costs represent an insignificant 3% to 4% of the Group’s
turnover. The Group continues to obtain favorable rates from
landlords this year. Advertising and promotion expenditures
represent approximately 1% of turnover.

Securities Operation
The Group’s securities arm suffered from the drying up of securities
turnover in financial markets during the year.

Portal Operation

The Group believes that jewelers will use jewellery portal more
frequently to view samples and purchase jewellery in order to
streamline their operation procedures. It would undoubtedly become
a trend in Hong Kong as well as the PRC'’s jewellery industry.

Liquidity and Financial Resources

The Group’s core business is gold and jewellery retailing. As at 31st
March 2002, the Group’s cash on hand reached approximately
HK$135 million (2001: HK$94 million). The Group’s debt-to-equity
ratio at the year-end, being the proportion of total debts of
approximately HK$92 million (2001: HK$89 million) against total
shareholders' equity of approximately HK$510 million (2001:
HK$479 million), was 18.0% (2001:18.6%).

The Group’s income and expenditure streams are mainly
denominated in Hong Kong dollars.

Contingent Liabilities
The Group did not have any significant contingent liabilities at 31st
March 2002 ( 2001 :nil).

Capital Expenditure
During the year under review, the Group incurred capital expenditures
of HK$23.6 million of which HK$8.3 million was for the acquisition

of an office at Sino Centre, Mongkok for use as head office.
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Employment, Training, Development and Remuneration Policy
As at 31st March 2002, the number of staff of the Group in Hong
Kong was approximately 602 (2001: 616). Remuneration policies
are reviewed and approved by management on a regular basis.
Remuneration packages are structured to take into account the
comparable level of the market. Bonus and other merit payments
are linked to success of the Group and performance of individual
employee. The policy is to encourage employees to optimise
business performance by providing them financial incentives.
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