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The retail operation achieved a marked improvement in the second half of the year. Turnover
increased from HK$4,303.6 million in the first half of the year to HK$5,523.5 million in the latter
half of the year and net loss before corporate interest and expenses reduced by 88.8% as compared
with the first half of the year. For the year ended 31 December 2003, the Group’s retail operation
reported a turnover of HK$9,827.1 million, an increase of 50.5% over last year and a net loss
before corporate interest and expenses of HK$98.8 million against a profit of HK$100.0 million in
last year.

The retail industry remains competitive in Hong Kong and the Chinese Mainland. Retailers persistently
offered discount sales to sustain market share and resulted in a decline in gross profit. It is anticipated
that the Chinese Mainland’s supermarket business will continue to undergo consolidation. Market
players aim to improve their gross profit margins with the synergies and economies of scale created
by acquisition and expansion of market share.

Supermarket

Turnover for the year ended 31 December 2003 was HK$7,880.7 million, an increase of 72.5%
over last year. Net loss before corporate interest and expenses for the year 2003 was HK$106.5
million as compared to a profit of HK$65.7 million in last year. Despite a heavy loss of HK$66.1
million reported in the first half of 2003, the net loss was reduced by 38.9% to HK$40.4 million in
the second half of the year. The loss in the first half of the year was mainly caused by the outbreak
of SARS and the high cost base caused by the rapid expansion in 2002.
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Our rapidly growing retail
business, led by our
supermarket operation,
underpins our unique retail-
led distribution model and
enjoys multiple synergies
from our customer-driven
supply-chain businesses,
including food and beverage
as well as textile.
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The significant increase in turnover was mainly attributable to a full year consolidation of turnover
of CR Vanguard, as well as the increase in number of stores in 2003. In October 2003, the Group
increased its interest in R B ™A PR 72 7 Suguo Supermarket Co., Ltd (“Suguo Supermarket™),
which led to the consolidation of the company’s results into the Group. The consolidation of the
Suguo Supermarket’s results also contributed to the growth in turnover of the Group.

Besides the re-branding program, the new management team also initiated a number of measures
in the second half of the year to enhance the efficiency of the supply chain, reduce staff costs and
rentals, as well as revamp store formats. The program and measures generated favorable results
and, with a new supplier rebate system, there was a considerable increase in promotion income
and volume discount. Owing to the marked improvement in operation efficiency, the supermarket
operation reduced the net loss to approximately HK$40.4 million in the second half of the year.

Earnings before interest, tax, depreciation and amortisation (““EBITDA”) of the supermarket operation
attributable to the Group for 2003 amounted to HK$98.1 million, of which HK$45.1 million was
contributed by the newly acquired Suguo Supermarket. EBITDA reported in the second half of the
year amounted to HK$108.4 million, representing an increase of HK$118.7 million over the first
half of 2003.
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The Group currently operates approximately 1,623 stores in Hong Kong and the Chinese Mainland,
which includes 415 traditional supermarkets, 191 convenient stores, 94 superstores, 18 hypermarkets
and 905 franchised stores. According to the statistics promulgated by the Ministry of Commerce
of the People’s Republic of China, the supermarket business of the Group was the second largest
chain operator in the Chinese Mainland in terms of turnover for the year under review.

The Group has committed more resources to ensure sufficient logistics support. In July 2003, the
Group acquired an established logistics business from its controlling shareholder and integrated it
with the existing godown business. The distribution centre at Pinghu, Shenzhen, commenced
operation in September 2003 and provided logistics support to the Group’s hypermarkets and
superstores in the Southern China region.

The Group will continue to improve the profitability of its Chinese Mainland retail operation through
enhancement of operation efficiency. Together with the re-branding program and the efforts to
revamp the store format, we are confident that we will strengthen our competence in the business.

Brand-fashion distribution

Turnover for the year ended 31 December 2003 was HK$1,009.0 million, an increase of 12.9%
over last year. Net loss before corporate interest and expenses for the year ended 31 December
2003 was HK$18.9 million, as compared to net profit of HK$4.5 million last year.
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Turnover growth was mainly driven by store expansion during the year. The operation reduced the
net loss to HK$2.4 million in the second half of the year from HK$16.5 million in the first half. The
significant decrease of net loss in the second half was mainly due to the rebound of retail sales
from the recovery of SARS in the major Chinese Mainland cities.

Turnover of the “Esprit” brand, distributed by the Group’s 51% owned subsidiary, was
HK$673.9 million, representing an increase of 119 over last year. The growth was mainly attributable
to same store growth as well as an addition of 20 self-operated stores during the year.

As at the end of December 2003, the Group distributes 15 international brands through
227 self-operated and 479 franchised boutiques at designated cities in the Chinese Mainland.
Distributions of certain brands with low profitability were ceased during the year.

The Group will continue to strengthen its distribution network and take prudent measures to
improve the profitability of each brand under its portfolio.

Hong Kong Retail

Turnover for the year ended 31 December 2003 was HK$937.4 million, representing a decrease of
11.9% over last year. Net profit before corporate interest and expenses for the year ended 31
December 2003 was HK$26.7 million, representing a decrease of 10.1% over last year.
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The Group currently operates a chain of retail stores in Hong Kong under the name of Chinese Arts
& Crafts Stores 1 £, CRC Department Stores ZB 5 & and CR Care Stores # 8% . As at the end
of December 2003, the Group operates 5 Chinese Arts & Crafts Stores £, 2 CRC Department
Stores #EH B & and 27 CR Care Stores ZEH%E,

The decrease in turnover and net profit was mainly attributable to the sluggish economy and
outbreak of SARS in the first half of 2003. However, the closure sales of CRC Department Stores
Z M A & at Argyle Centre and Henessey Road during the year helped to reduce the decrease in
turnover. CR Care Stores #)8 % reported an increase in turnover during the year. The increase
was stimulated by the growth in public health consciousness brought by the outbreak of SARS.
There was also addition of new stores during the year. In the last two quarters of 2003, performance
of Chinese Arts & Crafts Stores F7 £ resumed to normal level following the recovery from SARS,
with turnover increased by 25.0% compared to the previous six months. The Group took a number
of cost cutting measures on marketing and staffing expenses during the year in order to improve
the profitability.

The Group will continue to expand the business of CR Care Stores # 8% as public health
consciousness continues to grow. In order to maximise the synergies among our business, the
Group is planning to open CR Care Stores 25 % in our existing supermarkets. It will optimise the
mix and variety of the products in our supermarkets for customers.
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