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L] 0 “The 5th Hong Kong Jewellery Design
- Competition” 2004 Merit Awards:
1 Brooch Category — “S.cascade”
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“The 5th Hong Kong Jewellery Design
Competition” 2004 Merit Awards:
Earrings Category —“Thousand Stars”
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“The 5th Hong Kong Jewellery Design Competition” 2004
Merit Awards:
Pendant Category — “Fancy Dew”
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Consumer spending has progressively recovered from the setback
of SARS in Hong Kong. In part due to a strong increase in the
number of mainland visitors fuelled by “Individual Visit Scheme”
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implemented by the PRC central government. The acceptance of
RMB Union Pay Card in Hong Kong allowed the mainland visitors
to indulge in shopping without worries. According to the Hong Kong
Trade Development Council, tourist arrivals rebounded by 5.8% in
the latter half of 2003 after a 57.9% decrease in the second quarter.
Tourist arrivals increased by 8.4% in the first two months of 2004.
The retail market of both Lunar New Year Holidays and Golden
Week are highly rewarded. Gold and jewellery are all time favorite
shopping items of mainland tourists.

In addition, retail sales volume grew by

7.3% in the first three months of 2004.

Also, labour market conditions have

improved, with the unemployment rate

falling from a record high of 8.7% in the

three months ended July 2003 to 7.1%

April 2004. The Composite Consumer .’mmmmnmm
Price Index (CCPI), which covers 90% ENREES

of households, however fell by 2.6% in

2003 and 1.7% in the first four months of 2004.
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—112 The continuous growth of the PRC economy boosted the demand Bl EREIZREHE(Z B RIS RER

for luxury products such as gold and diamond. Following the Zero ~ EYEESK - BEE [E ERKEWERELHIHEE - TR
Tariffs came under the “Closer Economic Partnership Agreement”, ZE&#iESZMHESR - SEEBEELERE
the Group can further penetrate into the PRC jewellery market S@REERNEFEIZED  KiE—L25H
through its advanced technology, quality products and well-trained ~ REITRE T °

staff.

REVIEW OF 2003/2004 BUSINESS STRATEGIES 2003/2004 3£ 7% 5 #% [E1 8

The expansion of the local, PRC and overseas markets has 7t ~ B R8IINTH 2 BEF RSB L5
contributed an increment for the Group’s turnover. During the year — $%1S1% K - REIBEFNRN - BN EBHR2MH
under review, the Group has opened 2 retail outlets in Hong Kong ~ 2JEMFFIIFER T EEDE - AE—SHTE
and also set up the first outlet in Shenzhen. To expand its international M35 - EEIRAMNEAZ B Z MR ETERM &2
market, the Group also established 2 retail outlets in Toronto and ¥ 2JE °

Vancouver, Canada.

Gold and Jewellery Operation SHIRGKEEMHER

During the year under review, the increasing gold price brought by ~ BIEAFR @ RREBZRSSE LB © BI55AH
the warfare in the Middle East has discouraged the local gold buyers. TR SHNES B o X - AR A EE Y
However, the mainland tourists are less sensitive to the gold price £ EMSBURERIK © £MFH KT TH - Eitt,
and thus demand from them did not decrease. Therefore, the & EZFUEBMAERTETAK -

increasing gold price has not much influence on the Group.

“Tahitian Pearl Trophy 2003” @

Parure Category : 2nd runner-up — “Wavelet ‘ J
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“Tahitian Pearl Trophy 2003”

Pendant Category : Winner — “Shimmer”
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“Tahitian Pearl Trophy 2003”

Earrings Category : Winner — “Water Screen”
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Luk Fook Holdings (International) Limited
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During the year under review, the Group launched various new
products into the market so as to suit the needs and taste of different
customers. New products include:

e “Baimo” pendant collection specially designed for Christmas.
Each pendant is produced by trendy baimo with different colour,
including natural pink, pearl white or malachite green together
with sparkling diamond on top

e (Gold ornaments with Year of the Monkey as the theme. Cute
figures like “BHEH/NE" ~ “EE SR and “HBE &7 etc were
produced

e Lovers’ rings from Ice g. Company specially designed for
Valentine. Each ring comprised exquisite round-shaped and
square-shaped diamonds. The trendy and simple design
collection created romantic atmosphere for lovers

e Gold jewellery encrusted with pearl and jade especially designed
for Mother’s Day

Innovative designs
The Group’s designs gained applauses in numerous local and

overseas design competitions, including:

e “Tahitian Pearl Trophy 2003”

Cultural Fusion Award : “Dragon”

Brooch Category : Winner — “Chopsticks”
Pendant Category : Winner — “Shimmer”
Earrings Category : Winner — “Water Screen”
Earrings Category . 1strunner-up - “Flow”

Parure Category : 2ndrunner-up — “Wavelet”

e “The 5th Hong Kong Jewellery Design Competition” 2004
Best of Show Awards:

Earrings Category - “Blissful Jump”

Necklace Category - “Rebirth”

Merit Awards:

Watch Category - “Sunflower”

Ring Category — “Dance”

Earrings Category — “Thousand Stars”

Brooch Category — “S.cascade”

Pendant Category — “Dream” and “Fancy Dew”
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e “Chuk Kam Jewellery Design Competition 2004”

K-gold Group : Winner — “Dragon & Phoenix”
Buyers’ Choice : Winner — “Pearl of Dragon”
Group

e DTC “Diamond : Natural’s Miracle” International Design
Competition Award
Hong Kong Award . Necklace “Lava”
Winning Piece

Brand Building

Branding is undoubtedly important for the long-term development
of the Group. The Group dedicates to promote its trade name of
“Luk Fook Jewellery” in the Hong Kong, PRC, and overseas markets.

The Group sponsored various public activities during the year,
including:

e Concerts of Hong Kong Harbour Fest held on 26, 30 and 31
October 2003

e Diamond crown and some jewellery pieces for the winners of
the Miss Hong Kong Beauty Pageant for six consecutive years

e “Live with the Hong Kong Sinfonietta” Concert of Andy Hui
and William So

e Movie “Golden Chicken II” product placement

The Group also organized and participated in numerous promotional
activities, including:

e “Luk Fook EPS Super Reward Programme” for the Group’s
12th anniversary celebration. Prizes included 5% cash rebate,

jewellery, cosmetic and skin care products

o “J\EL" were distributed during the National Day and Golden
Week

Luk Fook Holdings (International) Limited
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e  PRC Tourist VIP Card

e “Boost up Hong Kong Economy, 5% Cash rebate” (“‘#x 27
5%3R % B #E”) organized by the Hong Kong Jewellers’ and
Goldsmiths’ Association and the Kowloon Jewellers’ and
Goldsmiths” Association

e “Hong Kong Super Draw” organized by the Hong Kong Tourism
Board

e Seasonal promotional activities included Mother’s Day,
Christmas, Chinese New Year and Valentine’s Day;

e \Various large-scale road shows including:

e Hong Kong International Jewellery Fair at the Hong Kong
Convention and Exhibition Centre

e Shenzhen International Jewellery Fair at the China Hi-Tech
Fair Exhibition Centre, Shenzhen

e Jewellery Expo Shanghai 2003 at the Shanghai Exhibition
Centre

e The 11th Hong Kong International Jewellery Manufactures
Exhibition at the Hong Kong Convention and Exhibition
Centre

e The 12th Anniversary of Jewellery and Ornaments
Manufactures Exhibition at New Town Plaza, Shatin
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e The Charming Diamond Trade Fair at Jusco in Kornhill

Quality Assurance

“China Gems Laboratory Limited”, the Group’s subsidiary, had tested
and issued quality certificates for over 100,000 pieces of jade
products. In recent years, the Group has introduced advanced
equipments for the testing and issuance of certificates for diamonds
and gemstone jewellery. The objective is to ensure that every piece
of the Group’s products come with an identification certificate, which
could raise the confidence of our customers towards the Group’s
products and the market competitiveness.

Cost Control

The rental costs represented approximately 3.3% of the Group’s
turnover for the year under review. The Group continues to obtain
favorable rates from landlords this year. Negotiations with other
landlords on rental issues are in active progress. Advertising and
promotion expenditures represented approximately 1.2% of the
turnover.

Securities Operation

During the year under review, the Group ceased its securities
operation, with a target to re-engineer its resources and to focus
on the development of its core business of jewellery operation.

Portal Operation

The Group believes that jewellers around the world will use the
jewellery portal more frequently to view samples and purchase
jewellery in order to streamline their operation procedures. It
undoubtedly represents significant business potential for the Group’s
jewellery portal.

Luk Fook Holdings (International) Limited
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Liquidity and Financial Resources

The Group’s core business is gold and jewellery retailing. As at 31st
March 2004, the Group’s cash on hand reached approximately
HK$73,000,000 (2003: HK$91,000,000). The Group’s debt-to-
equity ratio at the year-end, being the proportion of total debts of
approximately HK$120,000,000 (2003: HK $98,000,000) against
total shareholders’ equity of approximately HK$583,000,000 (2003:
HK$531,000,000), was 20.6% (2003:18.5%).

Exposure to Fluctuations in exchange rates and related hedges
The Group’s income and expenditure streams are mainly
denominated in Hong Kong dollars. During the year the Group had
no significant exposure to fluctuations in exchange rates and did
not use any related hedges.

Capital Expenditure

During the year under review, the Group incurred capital expenditures
of approximately HK$45,000,000, including the costs of furniture,
fixture and equipment for several new jewellery retail shops as well
as the construction cost for a manufacturing plant at Panyu of the
PRC.

Contingent Liabilities
The Group did not have any significant contingent liabilities at 31st
March 2004 (2003: Nil).

Employment, Training, Development and Recruitment
Remuneration Policy

As at 31st March 2004, the number of staff of the Group was
approximately 700 (2003: 636). 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 others merit payments are linked to
success of the Group and performance of individual employees.
The policy is to encourage employees to optimize business
performance by providing them with financial incentives.
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