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MANAGEMENT DISCUSSION AND ANALYSIS

For the Period, the Group recorded u consolidated turnover of approximutely
HKS$36.6 million, representing u decreuse of 23.5% from HK$47.8 million us
compured with the lust correspondinyg period. The decreuse in turnover wus
muainly due to the low turhover in the securities trading segment for the
Period. The net loss of the Group for the Period wus dpproximately HK$21.0
million (2005: HK$13.6 million), out of which upproximutely HK$13.3 million net
loss wus urising from loss on sule of uvuiluble-for-sule finunciul ussets.

REVIEW OF OPERATIONS

Apparel Trading and Retailing

Appurel frading and retuiling business wus the core operation for the Group
during the Period. It muinly involved in the wholesule and retail of products
through un extensive network in Hony Konyg, Mucuu und muinlund China.
The seyment recorded u loss of upproximutely HK$5.0 million for the Period,
compuared with d loss of upproximately HK$7.3 million for the last
corresponding period. Turnover decreused 15.5% to upproximutely HK$36.5
million.

The Group hus estublished u distribution network of 23 sules outlets in the key
cities of muinlund China, such us Shanghuai, Beijing und Guunhyzhou,
compured with 17 sales locations in the previous period.

Since April, the Group hud been taking cost-control medasures in both
muinland China und Hony Kony to improve ifs profit murygins. Due to the
sules und murketing efforts in cleuring slow moviny stock, the operuting
muarygins were improved to 49.4% from 44.3% for the previous period. It had
ulso boosted operautionul efficiency by better ufilizing the office und inventory
storayge spuce in Hony Kony und muinlund Chinu.,
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REVIEW OF OPERATIONS (Contihued)

Securities Trading

The operution from securities fradiny resulted in u loss of upproximately
HK$3,000, compured with u profit of HK$149,000 in the lust correspondiny
period, with u turhover of upproximately HK$55,000, down from HK$4.6 million
respectively. Securities trading business is u kind of business which requires u
substuntiul working cupitul where ho margin financing fucilities is utilized. The
munugement hud dlways adopted o more prudent investment approuch
und wus reluctunt to use margin financing to fund its securities tfrading business
as margin trading is fundumentally regarded us higher risk than cash trading.
During the Period, most of the Group’s working capital had been upplied to
the uppurel segment. As u result, the securities trading segment did not
record much uctivities during the Period.

EMPLOYEES AND REMUNERATION POLICY

As at 30 September 2006, the Group employed 157 permanent employees,
including 66 employees in Hohy Kony und 921 in muinlund Chinu. The Group
continued to review the remunerution puckuges of employees with reference
to the level and composition of puy, general market conditions und individual
performaunce. Stuff benefits include contribution to Mundutory Provident Fund
Scheme and discretionary bonus, share optfion scheme, medical dllowance
and hospitulization scheme und housing ullowance.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group hud been fundiny its operation entirely by shareholders’ equity
und cush genherated from operations and short term loun. Total hon-current
ussets und current ussets of the Group us ut 30 September, 2006 were
upproximately HKS1.4 million and upproximately HK$67.1 million which were
financed by hon-current liubilities, current liabilities und shareholders’” equity
of dpproximately HKS$1.0 million, HK$31.8 million und HK$35.7 million
respectively.

The geurinyg ratio (culculuted by totul short term louns us u percentuye to
the net ussets value of the Group) of the Group increused from 21.5% us ut
31 Murch 2006 to 26.2% us ut 30 September 2006.

With cush generated from the Group’s operution in its ordinury course of
business, the Directors expected thut the Group will have sufficient working

cupitdl for its existing operations.

The Group huad limited exposure to fluctuation in exchunge rates.
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CAPITAL STRUCTURE

At u speciul generul meetinyg of the Compuny held on 26 April, 2006, u
specidl resolution wus pussed pursuunt to which the puid up capital of the
Compuny wus reduced from HK$0.001 to HK$0.00005 per shure (“Reduced
Share”) by cuncellution of HK$0.00095 of the puid up cupitdl on euch issued
share ("Cupitul Reduction”). As u result of the Cupitul Reduction und bused
oh the number of issued shures of the Compuny us ut 26 April 2006, un
umount of upproximutely HK$1,661,000 from the shure cupitul uccount of
the Compuny wus cuncelled und credited to the confributed surplus uccount
of the Compuhny where it wus utilized to set off the uccumuluted losses of
the Compuny. Immediately following the Capital Reduction becume effective
onh 9 Muy 2006, every 20 Reduced Shures were conhsoliduted into one share
of HK$0.001 euch resulting in the totul issued share cupitul of the Compuny
reduced to 87,421,652 shures.

CHARGES ON ASSETS

Short term loun wus secured by the Group’s equity interest in a subsidiary, u
churgye on loun due by this subsidiary and u time bunk deposit of
upproximutely HK$5.3 million. It wus repuyuble within one year.

PROSPECTS

For the uppurel operution, the Group hud decided to close dowh some
imayge counters due to high guaruntee commission puyment. Those counters
were repluced by sdles counter, of which the rents were charged without
minimum guaruntee. The Group expected u lower sules turnover us u result
but higher profit margin.
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PROSPECTS (Continued)

The Group had extended its uppurel wholesules operation fo more Muinlaund
provinces. The munugement will cautiously monitor its retuil outlets expansion
in Mainland Chiny, in particular the second-tier cities while trying to conftrol
operution cost und sustuin gross profits. The Group is ulso considering bringiny
in more wholesales partners to further its market penetration.

Whereus in Honyg Konhy, the manugement will keep the growing momentum
of its wholesule business with the existing and potenftial parthers. It plans to
launch more barguin counters in order to cleur off-seuson stock and work
with retdil parthers in joint promotions to boost sules volume.

On the other hund, the Group has been actively exploring hew investment
opportunities with u view to brouden und diversify its income buse. However,
us mentioned in the section heuded “Liguidity and Financiul Resources”
ubove, the Group had been funding its operations entirely by shareholders’
equity und cush gyeneruted from operutions und short term loun. As ut 30
September 2006, short term loun of HK$9.4 million wus outstunding und the
yeurinyg rutio wus increused from 21.5% us ut 31 March 2006 to 26.2% us ut
30 September 2006. The short term financinyg structuring of the Group hus
been hindering the munagement’s efforts in seeking new investments
opportunities in which substuntidl long term cupitdl investment is required. As
u result, the munuygement endeuvours to seek lonyger term sources of fundiny
for the Group with u view to strengthen its finuncial positions us well us to
dllow the Group more flexibility in exploring hew investment opportunities.



