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I would like to report that the continued consolidation and
refocusing on our core jewellery business to restore growth has,
under adverse trading conditions, progressed satisfactorily during

the year. Amongst the milestones achieved this year were:

e Redemption of preference shares totaling HK$171.9 million
which was completed on 31 August 2002 with the result
that The China Retail Fund, LDC has become a strategic

investor in our jewellery business in Mainland China.

e The capacity and quality of our processing joint venture
has been progressively improved to meet the needs of

our Mainland China business.
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About 20% of the existing outlets of the Group have
been changed to the new image with the new corporate
identity. The performance of renovated outlets has
improved as compared with that prior to renovation. It is
planned that approximately 45% of the Group’s outlets

will bear the new image by the end of next financial year.

In November 2002, we had the honour of being awarded
the “Superbrands” status by Superbrands Ltd. The
selection criteria of the award consist of goodwill,

customer loyalty and overall market acceptance.
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e Continuous improvements in our cost structures and
business processes are under way. The investment in the
new Point of Sales System (“POS”) in the coming year
will enable the Group to better serve our customers
through improvement in merchandising. The new POS will
also assist the Group to closely monitor our inventory

level and better control and strengthen our balance sheet.

All of the above is aimed at positioning the Group to be able
to meet the challenge of growth in Mainland China and the

local market when it recovers.

The outbreak of Severe Acute Respiratory Syndrome (“SARS")
in March 2003 in Hong Kong and the issue of travel advisory by
the World Health Organization (“WHO") has had an adverse
impact in our retail and showroom operations in Hong Kong
over the past few months. SARS in Hong Kong is now well
under control and travel advisory has now been lifted by WHO
on 23 June 2003. We believe that the retail and showroom
operations in Hong Kong will gradually return to normal and
that the worst of the adverse impact of SARS is now behind us.
The impact of SARS on sales in Mainland China has been

insignificant.
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Ms Chung Yuen Ling tendered her resignation as executive
director of the Company with effect from 7 May 2003. During
her tenure, she devoted all her extensive experience to the
Company. On behalf of the Board, | would like to take this
opportunity to express our appreciation and sincere gratitude to
her for her dedication and significant contribution towards the
Company. | would like to thank our bankers, business partners,
shareholders and staff for their support in the past year and in

the future.
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