MANAGEMENT DISCUSSION AND ANALYSIS

OVERALL GROUP RESULTS

The results of the Group for the year ended 31 December 2001 and the
state of affairs of the Company and of the Group at that date are set out
in the financial statements on pages 18 to 79.

The Group’s turnover for the year ended 31 December 2001 was
HK$4,686 million, little changed from 2000. The net profit attributable
to shareholders was HK$20 million, a decrease of 64% compared with
the 2000 profit of HK$57 million. Earnings per share were HK4.63 cents
compared with HK12.89 cents in 2000.

JEWELLERY

Turnover of the Group’s jewellery segment declined by 13% to
HK$1,842 million, 39% of the Group's total turnover. Profit contribution
therefrom amounted to HK$20 million, decreasing 50%.

In both Hong Kong and Taiwan, retailing of jewellery experienced a
difficult year. Consumer sentiments were at a low ebb and spending was
deeply cut. Political uncertainties in Taiwan added to the woes by
depressing the Taiwanese dollar. In the mainland the results were much
more encouraging, with existing stores registering gains and new stores
adding to the revenue.

[n 2002 we expect to stay in a conservative mode in Hong Kong. We
will take advantage of the lowered expectations of the property market
both to reduce rental cost and to move into superior locations. More
out-of-the-shop marketing will be used to boost sales. Likewise in
Taiwan, our aim is to increase sales by marketing strategies. In the
mainland, we shall continue our strategy of setting up more shops in the
first-tier cities.

PRECIOUS METALS

Turnover from wholesale of precious metals in Hong Kong increased by
12% to HK$2,812 million, which is 60% of the Group’s total turnover;
however profit contribution decreased by 28% because of price
competition.

We expect this to continue to be a high-volume low-profit business,
with little room for either reduction of cost or improvement in margin.
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MANAGEMENT DISCUSSION AND ANALYSIS

SECURITIES AND COMMODITIES

A year long bearish market, commission-cutting and competition from
banks took their toll on this segment of our business. A loss was
incurred as revenue dropped 47% to HK$26 million.

Despite the delayed removal of the minimum commission rate, 2002
will be a difficult year for our securities business. We will continue our
efforts to trim costs and improve efficiency. Our internet trading
platform, www.338.net, has been gaining usage. Already offering
features not found elsewhere, the system will be judiciously enhanced
to keep it at the front of the pack. With more marketing effort, increased
margin lending, we hope to close the gap during the year.

INVESTMENTS

Rental revenue from investment properties amounted to HK$6 million,
which accounted for less than 1% of the Group’s overall turnover. Most
of the Group’s properties are held for our own use as jewellery shops
and factory premises. The Group does not have a significant exposure
despite the weakness of the property market.

The shares in Hong Kong Exchanges and Clearing Limited are held by
the Group as a long term investment. As at 31 December 2001, the
unrealised holding gain amounted to HK$72 million (2000: HK$109
million).

FINANCE

The Group operates a central treasury which co-ordinates all financing
and cash management activities at the corporate level resulting in better
control and lower overall cost of funds.

The Group has foreign currency exposure in US dollars, Renminbi and
Taiwanese dollars. If and when required, foreign currency loans may be
arranged to lessen the impact of fluctuations. Despite such actions, the
decline of the Taiwanese dollar has had an impact on our results.

Funding was mainly derived from internal resources. As at 31 December
2001, the Group’s total cash on hand was HK$186 million and total
undrawn facilities amounted to HK$475 million. Financing for

expansion is thus assured.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCE (continued)

It is the Group’s policy to obtain financing on an unsecured basis
whenever possible. The Company guarantees banking and other
facilities granted to its subsidiaries. The Group’s banking facilities was
secured by time deposits of HK$31 million (2000: HK$16 million), and
certain fixed assets and investment properties with a net carrying value
of HK$233 million (2000: HK$250 million). At 31 December 2001, the
Group’s total bank loan amounted to HK$10 million (2000: Nil). Details
of charges on group assets are set out in notes 14 and 15 to the financial
statements.

HUMAN RESOURCE

As at 31 December 2001, the Group had 1,319 employees. Employees
are rewarded on a performance basis within the general framework of
the Group’s salary and bonus system. Other employee benefits include
provident fund, insurance, medical cover and subsidies for continuing
education. The Group has not adopted any share option scheme.

During the year, our retail chain Emphasis was honoured by the Hong
Kong Retail Management Association as a “Service Industry Leader” and
a “Service Category Leader of Watch & Jewellery Category”.
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