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Business Review

Overview

For the year ended 30 April 2004, the Group
recorded higher shipment volume of approximately
US$714.1 million (equivalent to HK$5,570.0
million), representing an increase of approximately
12.8% as compared to last year. Turnover was
reported at approximately US$44.3 million
(equivalent to HK$345.5 million). Buying agency
and service income continued to be the major
source of revenues, accounting for approximately
83.4% of the total turnover. Sales of merchandise
contributed to the remaining approximately 16.6%.

The Group’s profit continued to improve. Profit after
taxation attributable to shareholders rose by
approximately 18.6% to reach approximately
US$14.6 million (equivalent to HK$113.9 million).
The Group also achieved higher levels of profit
margins. Gross profit margin improved from
approximately 84.0% to 87.3% whilst net margin
as a percentage of shipment volume climbed from
approximately 1.95% to 2.05%. This was mainly
attributable to the increased contribution of our
hardgoods business and value-added services,
which we have identified as major drivers for
business margins.

Market Overview

The Group continued to make good progress in
diversifying its business geographically, boasting
particularly a larger presence in the European
market.
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.Global Touch
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Present in 36 cities in 25 countries and territories, we stay
close to both our customers and suppliers. Our L.0.G.O.N.
system also connects us with them at the touch of a button
— helping us to maintain the most effective communication
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US Market

The US continued to be the Group's largest market,
generating turnover of approximately US$15.1
million (equivalent to HK$117.8 million),
representing approximately 34.1% of the total
turnover. In January 2004, Linmark was invited to
speak on the topic of “Sourcing from the Far East”
at the 2004 Logistics Conference organised by the
International Mass Retail Association (now known
as Retail Industry Leaders Association), a leading
retail trade body in the US. The invitation
represented the recognition of the Group’s
expertise in sourcing by the retail industry in the
US, thus helping to promote Linmark’s profile in
one of the most important apparel markets in the
world.

Canadian Market

The Canadian market brought in turnover of
approximately US$12.2 million (equivalent to
HK$95.2 million) during the year under review,
making up approximately 27.5% of the Group’s
total turnover. Sluggish consumer demand in
Canada affected apparel sales. However, by
providing more value-added services to its
customers, the Group secured a stable share of
the market.

European Market

Europe was our third largest market and, during
the year under review, turnover from this market
jumped from approximately US$2.8 million
(equivalent to HK$21.8 million) to approximately
US$6.0 million (equivalent to HK$46.8 million).
The European market represented an increase of
approximately 117.2% over the previous financial
year. Its share of the total turnover also rose from
approximately 6.3% to 13.6%. The credit for this
strong growth goes to the Group’s new hardgoods
business arm, which has a solid customer base in
Europe.
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...on Top of Trends
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We know the market trends, from fabrics, to colors,
trims through silhouettes — giving us a creative
advantage and adding real value to our customers
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Hong Kong and Other Markets

During the year under review, the Group’s turnover
from Hong Kong and other markets was
approximately US$11.0 million (equivalent to
HK$85.7 million). In addition to a satisfactory
operating performance in these markets, the
Company received the Export Marketing Award in
the 2003 Hong Kong Awards for Services organised
by the Hong Kong Trade Development Council in
January 2004, recognising the high standards of
services offered by the Group.

Hardgoods Development

The Group acquired the entire equity interest in
ISO International for a consideration of
approximately US$19.9 million (equivalent to
HK$155.0 million) in November 2003. With a solid
customer base in Europe, ISO International is a
supply chain management company specialising
in home lifestyle consumer electronic products.
As the acquisition was only made in November
2003, the Group’s results for the year under review
reflected only about 5-month’s contribution from
ISO International. For the year under review,
turnover from hardgoods business amounted to
approximately US$8.1 million (equivalent to
HK$63.2 million), approximately 52.8% higher
than the previous financial year. Its share of the
total turnover also climbed from approximately
12.0% to 18.3%. Details of the Group’s acquisition
of ISO International are set out in the Company’s
announcement dated 12 November 2003 and the
Company’s circular dated 28 November 2003.

In addition to working to bring about efficient
integration of ISO International with Linmark’s other
operations, the Group is also committed to
promoting ISO International’s organic growth. In
April 2004, I1SO International formed a strategic
alliance with PSB Certification Pte Ltd, a wholly
owned subsidiary of SPRING Singapore, the former
Singapore Productivity and Standards Board. As
a provider of one-stop sourcing services including
consultancy, design, sourcing and procurement,
quality inspection, fulfillment and certification
services, the alliance is expected to strengthen ISO
International’s capabilities to undertake 1SO
certification services, helping customers achieve
the highest product quality.
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Value-added Services

During the year under review, turnover from the
Group'’s value-added services, which enjoy higher
margins, went up a further approximately 13.8%
to reach approximately US$12.4 million
(equivalent to HK$96.7 million). Its share of the
total turnover also rose to approximately 28.0%.
The Group’s wide offer of value-added services
for customers included product development and
design services, packaging and trim services,
quality assurance services and social compliance
auditing services. The importance of the Group’s
L.0.G.0.N. system also went beyond facilitating
operations. In November 2003, eServices, a suite
of supply chain management functions of the
L.0.G.0.N. system, was introduced as a business
product and has been sold to customers and
vendors. Management expects contributions from
the value-added services to the Group’s total
turnover to continue to grow well in the coming
years.

China Expansion

The Group has identified China early on as an
important market to grow. With its entry into the
World Trade Organisation, China has become more
integrated with the world and its retail sector has
seen many changes. To capitalise on opportunities
in the retail sector, Linmark actively sought to
further promote its presence in the China market
during the year under review. It co-hosted, through
Roly International Holdings Ltd., its parent
company, for the second time, the China
Department Store Summit held in Beijing in April
2004. The management regards the summit as a
valuable channel to introduce Linmark’s sourcing
solutions to Chinese retailers who are in search of
more innovative business solutions.
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...Modern Living
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A new attitude for life, an ultimate blend of quality
and style — we deliver a variety of household
products that complement today’s lifestyle
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In May 2004, the Group signed a letter of intent
with the China Textile Information Centre (“CTIC")
and China Textiles Development Centre (“CTDC”),
which are subordinate organisations of the China
National Textile Industry Council (the former Textile
Ministry), to form a joint venture to jointly promote
Chinese apparel and textile in the global
marketplace. The CTIC and CTDC are
commissioned by the Chinese government to
modernise the textile industry of China. The
proposed joint venture with the two centres will
concentrate on lab testing, social compliance and
the marketing of Chinese textiles, and in the view
of management, it will serve as a valuable gateway
for the Group to expand and strengthen its
presence in the China market.

Network Expansion

One of the competitive strengths of Linmark is its
global marketing and supplier network and, as
such, regular reviews are undertaken to enhance
this network. On the marketing front, we added
presence in Los Angeles, New York, Toronto, Paris
and Manchester, which allows Linmark to get
closer to its customers. On the supplier side, there
were the addition of the Guangzhou office and
presence in Qingdao in China, Matsapha in
Swaziland and Dubai in United Arab of Emirates.
These initiatives demonstrated the Group’s
commitment to constantly improve its sourcing
capabilities.
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Financial Review

The Group’s financial position is strong with cash
and cash equivalents of approximately US$34.9
million (equivalent to HK$272.2 million) as at 30
April 2004. In addition, the Group has banking
facilities of approximately US$3.5 million
(equivalent to HK$27.3 million) which have not
been utilised. The Group has no outstanding debt
as at 30 April 2004 except a hire purchase loan
for a motor vehicle at a net book value of
approximately US$34,000 (equivalent to
HK$265,000).

The Group has a strong current ratio of 6.6 and a
negligible gearing ratio of less than 0.1%, based
on the interest bearing borrowing of approximately
US$6,000 (equivalent to HK$47,000) and
shareholders’ equity of approximately US$56.6
million (equivalent to HK$441.5 million), as at 30
April 2004. During the year under review, the
Group’s capital consisted solely of shareholders’
equity. There are no material changes in the
Group’s borrowing since 30 April 2004.

The Group’s net asset value as at 30 April 2004
was approximately US$56.6 million (equivalent to
HK$441.5 million).

As at 30 April 2004, the Group had no material
contingent liability and there has been no material
change since then.

The majority of the Group’s transactions are
denominated in US dollars and Hong Kong dollars.
Since the Hong Kong dollar is pegged to US dollar,
management believes the exchange risk is not
significant at this time.
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...1echnology Age
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Sophisticated and constantly changing,
home lifestyle consumer electronic
products demand highly efficient supply
chain management solutions — an
expected key growth driver
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Remuneration Policy and Staff
Development Scheme

As at 30 April 2004, the Group had 780 staff.
The total staff costs for the year under review
amounted to approximately US$16.9 million
(equivalent to HK$131.8 million) (2003: US$16.9
million (equivalent to HK$131.8 million)). The
Group offers competitive remuneration schemes
to its employees based on industry practices,
individual and the Group’s performance. In
addition, share options and discretionary bonuses
are also granted to eligible staff based on both
the Group’s as well as individual performance. It
also offers fringe benefits such as professional
tuition and training subsidies to staff to enhance
their sense of loyalty and as part of the Group’s
emphasis on staff training and development.

Prospects

Given a gradually improving global economy, the
global retail industry is expected to develop
steadily. However, changes are likely in the
pattern of supply chain management, and in
particular in the sourcing industry due to the
abolishment of apparel quotas in 2005 — is
expected to alter the rules of the game in the
sourcing industry, creating opportunities as well
as challenges.

FMBRRE TGS

R-ZEENENA=+H A&
EA780%Z 8T - MEFENET
R AN A8 BE 49 4516,900,0003< 7T (18
£7%131,800,000/ ) (ZTZE=
% :16,900,000% 7t (FBER
131,800,000/ 7)) ° REBIZIT
%180 - BIEAARBRAEEER
RAESHFTEARE IO
R WRBAEERE TEARSE
& B S TR BRI R
TBTEAL © AN - AEEIMAB IR
HBE RS RIFHEREREF - A
nss 8 TR OE REERNEEE
BETHEINIRERNAE o

RE

BEERREEZR S M - BRI
TEXERIER - AAM - BIKEC
BRR_TTAFEUH - B ERE
EEEA R REAIAE - EhHR
BELE - ERBUBKKRECRE —
TR & D R R R AR A -
MEIERIE 2 B - TSR PRE o



Report of the
Chief Executive Officer
TRERREE

Steven Julien FENIGER 5& &1
Chief Executive Officer 7T #8%
Hong Kong, 23 June 2004
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Faced with the evolving industry environment,
Linmark will continue to pursue its business
objectives. The continuous expansion of value-
added services business and hardgoods sourcing,
especially for home lifestyle consumer electronic
products, will continue to be the Group's two
major growth drivers. It will also seek to further
diversify its market presence, particularly in the
European continent. More efforts will also be
devoted into developing the hardgoods business.
These strategies will continue to be important
tools for enhancing the overall business margins.

The Group sees expanding the China market as
one of its major development tasks. The proposed
joint venture with CTIC and CTDC will be an
important platform for tapping potential
opportunities for Linmark’s value-added services.
Therefore, the Group will continue to cultivate and
seize opportunities in the China market to ensure
medium and long term growth.

Whilst organic growth and securing new
customers are instrumental to advancing growth,
the Group will remain open to merger and
acquisition opportunities to help achieve its
business objectives.
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