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CHAIRMAN’S STATEMENT

Dear Shareholders:

On the back of the recovery from the 2003 Severe Acute Respiratory
Syndrome (SARS) outbreak and the Group’s continued branding efforts,
the Group posted an 18.1 percent year-on-year increase in turnover to
HK$4,003 million in 2004 (2003: HK$3,389 million). Profit attributable to
shareholders was HK$393 million (2003: HK$266 million), an increase of
47.7 percent. Gross margin, on a consolidated basis, posting a 2.6
percentage point gain, rose to 50.8 percent (2003: 48.2 percent). At year
end, inventory turnover was 30 days (2003: 24 days) as the Group rebuilt
its stocks. Net cash and bank balances stood at HK$689 million (2003:
HK$784 million). Of this amount, a minimum of HK$200 million has been
earmarked for 2005 store rollout and refurbishment programs and
approximately HK$254 million for 2004 final dividend payout.

Taiwan posted the best growth among all our major markets. Korea’s
prolonged downward trend began to abate and registered several monthly
positive growths. The long awaited recovery in our Taiwan and Korea
markets is taking shape. Please refer to the Management’s Discussion
and Analysis section in this annual report for a more detailed discussion
of each market’s performance.

The Board has recommended a regular final dividend of 4.5 HK cents per
share and a special dividend of 13.0 HK cents per share. Total dividend,
including the 4.0 HK cents regular interim dividend and 1.5 HK cents
special interim dividend, amounts to 23.0 HK cents per share.

The Board and Management view 2005 as holding great promise of
sustained sales and profits growth for the Group, despite increased
competition in all markets. To compete effectively, we will focus on
strengths in product innovation and quality, superior customer service,
information technology and cost and inventory controls. At the same
time, we will step up the pace on branding to clearly differentiate our
brands in the marketplace. To this end, the Group plans to invest HK$200
million in store rollout and refurbishment. We will also reprioritize our
advertising and promotion spends to kick off a coordinated global
advertising campaign. With this investment, the Group aims to elevate its
main Giordano brand and maintain the lead over its competitors.
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| am pleased to report that Giordano Ladies, Giordano Junior and Bluestar
Exchange have registered significant growth during 2004 and efforts to
bring these brands into new markets will intensify. Should the pace of
expansion of these brands or other unanticipated business opportunities
exceed our planned capital expenditure budget, the Company believes
that its cash reserve would still be ample to support additional funding
requirements.

We have long prided ourselves on our dedication to good corporate
governance and view the recent regulatory requirements on corporate
governance as an opportunity to renew our commitment and update our
systems and practices. Please refer to the new Corporate Governance
Report section for a more detailed discussion of this issue.

The year closed on a tragic note with the South Asia earthquake and
tsunami on December 26. The scenes of destruction and desolation in
the aftermath are truly terrible to see. Luckily, none of our staff were hurt
and the Group’s operations only suffered minimal damage. More
importantly, our staff once again stepped up to the plate and sprang into
action to organize various efforts in aid of the victims. The incident
highlights again the quality of our people and reaffirms our belief that our
employees are our most important asset.

Finally, | would like to thank our shareholders, suppliers and business
partners for their support in the past year.

LAU Kwok Kuen, Peter
Chairman

March 22, 2005
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