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The Group experienced an uneasy fiscal year. Cotton prices went
up sharply from the beginning of the fiscal year which led to
substantial rise in raw material costs. The Group had no
immediate pricing power to pass on the increase in costs in view
of the adverse global economy at that time. The retail business
was also badly hit by the outbreak of Severe Acute Respiratory
Syndrome in the first quarter. As a result, though the Group
managed to grow its revenue by 20%, net profit for the year

dropped by 29%.

The Group restored greater pricing power in the second half
period when the economic conditions were turning better. Cotton
prices started to slide in early 2004 and the operating
environment has stabilized since then. It seems that worst is

probably over.

Management believes the coming year will be a year of recovery
and growth and will take an aggressive approach in business
development. The Group will expand its fabric manufacturing
capacity by 20% to sustain its market position and to capture
more market share. A new yarn-spinning facility will commence
production by October 2004, and this would improve the Group's
ability to handle rush orders. The retail business will continue its
aggressive expansion and Management will focus on margin
improvement. For the garment manufacturing business, sizable
capacity will be added to meet anticipated demand boost from

quota elimination.
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Management has made comprehensive development plans for the EEEBEHFTARRFZ2EHEREE
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year ahead, and I am confident that the results for the coming ZFRNA¥RFEMBES ZEBEFEEL B
year will be progressive. Management and I would like to take IEEBEAAZBHKSEHBRRMMNESBHEZ
this opportunity to thank our shareholders and business partners T Ef X35 BERRIEMZ2EFTREFREH

for their continuous support, and our colleagues for their & °
excellent performance.

Poon Bun Chak E
Chairman BWE
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