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Business Review

The Group recovered quickly from the Asian economic crisis. Turnover and

net profit from ordinary activities attributable to shareholders both reached

record high. Turnover increased 13% to HK$3,093 million and net profit

from ordinary activities attributable to shareholders rose a significant 58%

to HK$302 million.

Turnover of the fabric business was HK$2,025 million, an increase of 7%,

which was 65% of total turnover. Although orders remained steady, an

increase of prices had not been feasible. In order to increase profit margin,

the management had effectively improved production quality and managed

to control costs. The price of cotton yarns had fluctuated during the second

half of the year, but the effect on sales and profit was minimal.

The retail business recorded a turnover of HK$1,031 million, an increase

of 29%, which was 33% of total turnover. Turnover of our three major markets,

China, Hong Kong and Taiwan were 76%, 17% and 7% of the total. The

Asian economic turmoil had presented an opportunity to reduce costs and

the Group had taken advantage of the situation to open more retail outlets.

Thus our results improved markedly as the market recovered. At the end of

this fiscal year, the retail businesses of our three major markets were as

follows:

China

There were about 400 shops. About 180 of these shops are self-operated,

with a total area of approximately 120,700 sq.ft. and about 1,500 sales

people. There were about 310 Baleno shops, 70 Samuel & Kevin Shops,

13 Bambini shops and 7 I.P. Zone shops. All the above brandnames have

their own market niches to correspond with our development strategy in

China.
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Hong Kong

TThere were 21 retail shops, with a total area of about 23,750 sq.ft. and

about 140 sales people. All the shops in Hong Kong are self-operated.

Taiwan

There were about 40 shops, with a total area of about 23,300 sq.ft. and

about 100 sales people. About 30 of these were self-operated, the rest

were either franchised or co-operation shops.

The financial status of the Group remained sound. At the end of this year,

cash and bank balances were at about HK$228 million and total bank

borrowings was at about HK$109 million. The Group thus was in a good

liquidity position. Total liabilities to equity ratio and bank borrowings to

equity ratio were 0.55 and 0.08, against last year’s 0.67 and 0.31.

Inventory turnover on sales days dropped from 55 days to 53 days. Capital

expenditure was about HK$64 million, an approximate 87% increase from

last year. About 56% of the capital expenditure was for purchasing textile

production equipment and about 44% was used for retail business

development.

Outlook

With ample funds on hand, the Group would accelerate its pace of

development in anticipation of a continuing market recovery.

For the fabric business, new factories would be built as we still have land in

reserve, and new equipment would be purchased. It is expected that capital

investment in this business for the coming year would be about HK$80

million.

After several years of development in China, our retail business has become

one of the leaders in the market. We expect the number of shops to increase

to about 550 at the end of this financial year. Taiwan would be our target
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market for the coming year, the number of shops are expected to rise sharply

from about 40 to about 80. As market condition improves in Hong Kong,

the number of shops will also increase to over 30. The retail businesses in

the South East Asian countries continue to operate under franchise. Initial

results have been achieved from the developments in the Korean and Middle

East markets. The Group will gradually increase investment in other Asian

markets when growth in China, Hong Kong and Taiwan stabilises.

The management would continue to expand our business as planned. Having

taken every aspect into consideration, at the present time the management

do not foresee any obstacle or difficulty regarding our future plans, and we

remain confident of the results of the coming year.
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