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Chairman's Statement
B

The fiscal year 2004/05 was a positive one for Hong Kong's retailers, and
particularly for the Sa Sa Group. Against a background of recovery from the
SARS epidemic, the Group continued to benefit from the steady rise in tourist
arrivals, in particular from the People's Republic of China ("PRC") but also
from overseas, as well as the improvement in local consumer spending in
the latter part of the fiscal year. In addition, we began to see contributions
from our overseas retailing operations outside the PRC. Group profit increased
by 43.4% to HK$216.6 million, and Group turnover rose 22.9% to HK$2,313.7

million.

In addition to the interim dividend of 3.0 HK cents and a special dividend of
3.0 HK cents per share, the Board of Directors proposed a final dividend of
5.0 HK cents per share and a special dividend of 6.0 cents per share, payable
on 30th August 2005 to those persons registered as shareholders as of 25th
August 2005, making a total dividend of 17.0 cents per share for the fiscal

year.

In the much improved post-SARS environment, our emphasis was on further
extending our lead in the market, sustaining overall profitability and laying
the foundation for future growth by increasing our competitiveness in various

key areas.

Sa Sa International Holdings Limited
Annual Report 2004 / 2005
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The first and most important of all has been to build on the accumulated
goodwill and reputation of the "Sa Sa" brand. During the year, the Group
devoted increasing resources to this initiative and our efforts garnered abundant
recognition. As indicated in a survey conducted by KPMG and Retail Asia
magazine in 2004, Sa Sa was the only cosmetics specialist retailer among
the top ten beauty and health specialist retailers in the Asia Pacific region.
In other words, Sa Sa was considered to be the largest cosmetics specialist
chain store in Asia Pacific in 2004. The Group was also ranked in the top
1000 (Sa Sa 447th and Phillip Wain 498th) of the most famous brand names
in Asia by Media magazine. These rankings were even higher than a number
of international brands with a long pedigree. In addition, Sa Sa was included
in Morgan Stanley's MSCI Small Cap Index Series as of 30th November 2004.
All these achievements testified to the success of our brand building strategy
and our leadership in cosmetic retailing in the region. We will continue our
strenuous efforts in this direction, leveraging on the strength of the "Sa Sa"

brand to maintain our competitiveness and to drive future growth.
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In terms of products, we continued to develop our exclusive brand portfolio
during the year. According to a Euromonitor survey and company figures,
three of our exclusive brands already ranked among the top 20 skin care
brands in Hong Kong by annual turnover in 2004. We will continue to strengthen
and expand our exclusive product portfolio and further boost our exclusive
brands in order to develop more customer loyalty, to drive growth and to

provide solid contributions to our future profits.

Excellence of service has always been among our highest priorities. The
Group is committed to providing highly professional and top quality service.
During the year we made considerable progress in enhancing our service
quality. We won a number of awards in the area of customer service, testifying
to the success of our training systems. The implementation of a Customer
Relationship Management programme in the latter part of the year will see

these service levels further enhanced in the coming years.

Such initiatives reflect our determination to strengthen our competitive
advantages and to stay ahead in the keenly competitive beauty and health
market. Fiscal year 2004/05 saw us well set on a strategic path that will
enable us to realise our full growth potential, not only in all existing markets

but also in new ones.

Although improvements were seen in our beauty services operations in last
fiscal year, we intend to further integrate our retail business and beauty services
in order to enhance their synergy and to provide more comprehensive services

to our customers as well as a greater contribution to the Group.

In terms of operations, we upgraded Sa Sa's Point-of-Sales system and the
overall capability of our IT system last fiscal year to facilitate more efficient
operations and future expansion. Furthermore, we have started to implement
SAP's R3 Enterprise Resources Planning system in order to increase our
system capability and scalability, both of which are important to our long term

sSuccess.
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Sa Sa always strives for improvement in management efficiency and
effectiveness. During fiscal year 2004/05, we launched a Business Intelligence
system to strengthen our effectiveness in strategic and operational analysis.
We also provided various training programmes to managerial and supervisory
staff in order to develop their work knowledge and to polish their managerial
skills. These efforts were recognised by our receiving various accolades for

the quality of our management and management practices.

Overall, Sa Sa will continue to focus on reinforcing the overall positioning of
Sa Sa as a Beauty Specialist and to further develop awareness of Sa Sa as
a leading cosmetics retailer throughout the region. Against a background of
growing tourism and local spending, we will leverage on our competitiveness
to realise further growth in Hong Kong and Macau. For the medium term,
we will pursue aggressive growth in overseas markets, which are also starting
to experience the benefits of PRC visitor spending. For the long term we will

seek expansion in the Mainland China market.

At the end of a successful year, | would like to thank all our employees for
their tremendous efforts and the energy they have devoted to making Sa Sa
into one of the outstanding brands in Asia. | would also like to extend my
thanks to our shareholders for their firm support throughout the year and
for sharing our vision and strategy for the future. | am sure that everyone in
the Sa Sa Group shares my belief that the confidence of both our employees
and shareholders will be rewarded with increased shareholder value in the

years to come.
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Chairman and Chief Executive Officer
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Hong Kong, 29th June 2005
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