CHAIRMAN'’S REPORT

| am pleased to report that the Group in 2003 achieved a profit of HK$117.16
million, an increase of 75% over that of 2002.

The first half of the year was beset with deflation and SARS. Sales plummeted
to unprecedented levels in April. After the worst was over, however, recovery
to pre-SARS levels had been relatively swift, fuelled by visitors from the
mainland taking advantage of relaxed travel regulations, and by general
expectation of the benefits of CEPA. By December 2003, all three of our
business segments managed to make up for losses incurred in the first half

and to report profits for the whole year.

We have reformulated our retail strategy. We have signed an agreement to fit out and operate the jewellery store in
Hong Kong Disneyland, which targets to open in late 2005 or early 2006. This development, together with the rapid
growth of our retail network on the mainland, do require capital resources. In September 2003, we placed 61.6
million new shares and brought in HK$140 million. As a result our funds on hand are sufficient to meet these and
other needs.

| am gratified with the results we have been able to achieve in the difficult year of 2003. As 2004 progresses we are
still under the shadow of deflation, ironically even as landlords are preparing to raise rents. Although consumer
sentiments are improving, and the influx of visitors from the mainland is a boost to the retail sector, we must keep in
mind the fragile state of the economy.

Throughout the difficult time our shareholders have been most supporting; our staff have worked very hard. | offer to
all of them my heartfelt gratitude.
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Chow Kwen Lim
Chairman

Hong Kong
29 March 2004
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