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BUSINESS REVIEW

For the fiscal year ended 31 March 2005, total turnover increased
by 17%, to HK$7,303 million (2004: HK$6,216 million). Net profit
from ordinary activities attributable to shareholders was HK$468
million (2004 : HK$422 million), an increase of 11% over last year.
The Board has recommended a final dividend of HK11.0 cents
(2004 : HK12.0 cents) per ordinary share. Including interim
dividend, total dividend per ordinary share amounts to HK21.0

cents, an increase of 5% over last year’s HK20.0 cents.

Turnover of the fabric business grew by 13% to HK$4,109 million
(2004 : HK$3,627 million). This represented 56% of the Group's
total turnover. Revenue growth was mainly driven by the
expansion of about 20% production capacity in the period. The
slide of cotton prices from the peak level had created a better
business environment. The textile quota disputes had no adverse
effect on the Group’s business and order flow had been stable
during the year. Our textile products were still mainly exported
from China to various garment subcontracting areas over the
world. The U.S.A. remained the major buying market, accounting
for about 69% of the fabric revenue. The new in-house yarn
spinning factory has been in good operation and has improved

the Group's ability in handling rush orders.
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Sales of the retail business was HK$3,146 million (2004 : HK$2,548
million), a rise of 23%, and represented 43% of the Group's total
turnover. In order to take greater market share, the Group
speeded up its store expansion during the year. Mainland China
continued to be the focus of expansion with about 1,000 new
outlets added. Higher operating expenses were thus incurred. At

the year end, the development in different markets was as below:
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Mainland China o B K fE
2005 2004 2003 2002 2001
Net sales (HK$ million) HEFHE(BERBEET) 1,963 1,598 1,432 1,359 1,199
Net sales increase HEFHEZEMNFG? =
in percentage 23 12 5 13 53

Retail floor area (sq.ft.)*  ZEEZHEER (FHAR)* 1,322,547
Number of sales associates* EE S & B * 10,534

Number of outlets* FImEE* 2,837

621,294 411,454 274,280 204,296
6,395 4,770 3,741 2,732

1,750 1,060 831 637
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Hong Kong and Macau EEREAM
2005 2004 2003 2002 2001
Net sales (HK$ million) HEFHE(B®EER) 463 393 330 310 295
Net sales increase HEFHEZEMBED X
in percentage 18 19 6 5 65
Retail floor area (sq.ft.)* ~ ZEEEERE (FHR)* 81,442 64,930 55,096 33,627 33,684
Number of sales associates* && S8 B * 536 382 298 212 251
Number of outlets* MhmEa* 85 62 45 37 39
Taiwan "ig
2005 2004 2003 2002 2001
Net sales (HK$ million) HEFHE(BE®EFER) 557 440 319 282 188
Net sales increase HEFHEZEMBED X
in percentage 27 38 13 50 172
Retail floor area (sq.ft.)*  ZEREEBE(FAR)* 219,625 150,965 124,649 106,321 82,979
Number of sales associates* EE S & H* 706 614 541 469 365
Number of outlets* MmEE* 270 196 155 114 96
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Singapore and Malaysia ¥ bn 38 B, 55 2% o EE
2005 2004 2003 2002 2001

Net sales (HKS million) HEFH(EREET) 163 17 64 43 —
Net sales increase HEFH2EMES X

in percentage 39 83 49 — —
Retail floor area (sq.ft.)*  ZEELHEER (FHR)* 49,748 31,289 12,894 11,107 =
Number of sales associates* && 8B * 355 234 119 112 —
Number of outlets* FImEE* 74 32 17 15 —
* As at 31 March * R=B=+—8
E For self-managed stores 5 BEE
Turnover of our garment associate amounted to HK$816 million &R KEK S EE£BEABHSIHEE T (=

(2004 : HK$713 million), a growth of 14%. Net profit contribution ZZMF : BE71IIHE L) » EF14% ¥
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increase of 16%. During the year, about 75% of the fabric & : B¥3IIHERT) » WR16%° RERY

consumed was supplied by our fabric division. Sales to the retail 75%ff A 2 HANEB B ML o 88
division was about 26% of the associate’s revenue. Production EBEZAXEEZEIPFAMEEEZTHLN26% o

capacity grew by about 20% in the year. EEIRFREFAHLN20% -
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FINANCIAL CONDITION

Liquidity and financial resources

The financial position of the Group remained strong. The cash and
cash equivalents amounted to HK$682 million at the year end. The
net cash inflow from operating activities for the year reached a
record high level of HK$874 million. The accounts receivable
turnover was reduced by 10 days from last year to 21 days.
Following the stabilization of the cotton price during the year, the
Group continued to reduce its inventory to a more healthy level.
The stock turnover on sales was 53 days, a reduction of 8 days
over last year. The Group financed its expansion mainly by cash
inflow from its operation, bank borrowings and a shareholder
loan. At the year end, the unutilized banking facilities amounted
to HK$1,716 million and the gear ratio was 0.8. The gearing ratio
refers to the ratio of total liabilities and minority interests to
shareholders’ equity. For the period under review, the interest
coverage ratio was 55 times. With ample financial resources and
strong financial position, the Group has confidence in taking

advantage of any favourable opportunities in the coming years.

Contingent liabilities

As at 31 March 2005, the contingent liabilities of the Group
amounted to HK$256 million. These mainly represented the
discounted export bills of HK$240 million and the guarantees of
HK$13 million made by the Group in respect of the banking

facilities of its associated company.
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Capital expenditure

Total capital expenditures of the Group for the year amounted to
HK$625 million. HK$392 million was incurred by the textile
business for the establishment of the spinning factory, the
acquisition of plant and machinery and the development of the
second phase of the heat/electricity generating system. The other
HK$233 million was incurred by the retail business for the

expansion of retail networks in the Greater China.

Pledge of assets

No significant assets were pledged at the year end.

Foreign exchange and interest rate risks

The Group continued to adopt a strict and prudence policy in
managing its interest rate and currency exchange rate risks. The
major interest-bearing loans of the Group were HIBOR based
Hong Kong dollar loans with maturity due within three years. To
reduce the interest rate risk, the Group had arranged financial

instruments to reduce its exposure.

During the year, the major revenues, expenses and procurements
of the Group were denominated in HKD, USD, Renminbi, Euro and
Yen and the Group had arranged foreign exchange forward

contracts to reduce its currency exchange rate risk.

HUMAN RESOURCES

As at 31 March 2005, the Group had about 21,800 (2004: 18,100)
employees in the PRC, Singapore and Malaysia. The remuneration
of the employees was largely based on industry practice and the

performance of individual employee.
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OUTLOOK

Cotton prices have stabilized and global economy is improving.
The textile export disputes will have no adverse effect on the
Group's business. Looking ahead, a more favourable operating

environment is expected.

The knitted-fabric industry is still under consolidation and we
believe that our market share will increase continuously. The
Group will grow about 20% productivity in the coming year.
Production expansion will still be centralized in our existing
Dongguan site to enhance operating efficiency. The Group
occupies about 7 million sq.ft. of land at the site and there is still

ample space available for future expansion adjacent to the site.

The garment associate is also expanding its production capacity in
Mainland China to cope with increasing demands. The
Management will closely monitor the development of textile
export disputes and adjust its business strategies as changes

arise.

After last year's rapid store expansion in the retail business, the
Management will focus on same store performance improvement
and cost controls to enhance profit margin advancement. Only
about 100 new stores will be opened in the coming fiscal year. As
the business has established a strong foundation, a remarkable

improved performance is expected in the next year.

The Management has made comprehensive plans for the new
fiscal year and is confident to report improved results in the

coming year.
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