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RESULTS OF OPERATIONS

The Group’s turnover for the year ended 3Ist March, 2005 was HK$ 1,666
million as compared with HK$1,493 million for the year ended 3Ist
March, 2004. The Group’s profit from ordinary activities after share of
profits less losses of associates, income tax and minority interests was

HK$35 million compared with last year’s profit of HK$69 million.

GARMENT BUSINESS

We operate our woven clothing business under the name of Yangtzekiang
Garment Mfg. Co., Ltd. and knitted business under the name of Hong
Kong Knitters Ltd. Our products include men’s and women’s shirts,
trousers, shorts, polo shirts, T-shirts and fleeces. Our head office in
Hong Kong is the sales and management office for the whole Group. In
Hong Kong, we concentrate on the role of garment trading as well as all
the sales and overall control of our production facilities in China, Sri
Lanka and Cambodia. The Hong Kong office also oversees business with
many factories that we have agreements with in China, Bangladesh,

Myanmar and Vietnam.

Exquisite Knitters (Guangzhou) Ltd. in Panyu, China operates a vertical
setup factory from knitting, dyeing and finishing of fabrics to the
manufacturing of garments — mainly high quality mercerized knitted

polo shirts.

Whampoa Garment Mfg. (Guangzhou) Co., Ltd. also in Panyu, China was
set up in November, 2002 mainly for the manufacture of high quality
men’s and ladies woven shirts to non-quota markets. We have
subsequently also added production of knits. In addition to shipping to
non-quota markets, we plan to use part of this factory to produce for
the U.S. and E.U. markets depending on the quantity of quota allocated

after the re-introduction in the middle of 2005.
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Bangladesh remains an important area for us in woven shirts production.
We have over a dozen factories that we have production agreements
with. We have over 30 staff in our Bangladesh office overseeing all
production and our products are mainly for the European market. The
re-introduction of quota on China in the middle of 2005 has revived the

importance of this operation.

Our operations in both Cambodia and Sri Lanka continued to suffer
losses. It has always been our main concern that overseas factories are
the most difficult to operate when selling prices continue to fall.
Manufacturing costs are higher in these two countries than many places
such as Bangladesh and India and yet efficiencies are lower. However
these factories, which are 100% owned by our Company, manufacture
for a top customer list mainly in the U.S.A. and have over the years
contributed to our garment sales department in Hong Kong to expand

its business with good income.

As stated in the Chairman’s Statement, we closed down our factory in
Lesotho, Africa in the current year. Lesotho’s garment manufacturing
could survive mainly because of its quota free and duty free access into
the U.S. After 2005, cost and efficiency in Lesotho cannot face up to the
competition created by a quota free environment. The drastic appreciation
of the South African Rand which is pegged with the current high gold

price also makes costing from this country more uncompetitive.

OTHER BUSINESSES

The two spinning and weaving mills we have in Wuxi, China: Wuxi
Changxin Textile Co., Ltd. (we own 33%) and Wuxi YGM Textiles Co.,
Ltd. (we own 70%) remain profitable. However Wuxi Changxin Textile
Co., Ltd’s profits had decreased significantly as compared with last year.
This was mainly due to the high cost raw cotton purchased earlier
when cotton prices were very high. This situation will improve in the
coming year as we have by and large used up this high cost inventory.
Wuxi YGM Textiles Co., Ltd.’s profit had increased in the current year
because it was operating one full year while last year it only operated
for half a year, and we expect further improvement in this investment in

the coming year.

vk}

EMAMAEAEEEKRSME EESED
—HEEHE  EMETELRAAZEC
FVAEEBEZKE - AREESMAZ
MEEREAEIEET  BEEEREZER
F2EFE MEREIBEMEEBMNTES -
REZZRFFHERHIEEREIES
EBERBHEMNER cBEEMH -

RERFERGTERF 2 EBIEFEREE
B HEERBETHRE  BIABERE
LEgn  h—ERARMREE2HE -
RUEEWE 2SS AL Etb 2 B 5 (&
bu?ﬁ&EﬂF)%% BERRARMRE - R

REBRARRAEEEECBREAER
LAEEI/‘ REINSEBEENAZ  ZEX
HEBZRRHEEHNFIELERM - LEE
BAEFRHER -

MEFREL - EPICENFERARF
MNHRRIEZHE - RREZBRREES
DBEET  2RIERHCZERERSR
ARRE  —ZT0RFE KREZARK
HEZWRAEYRIGRERNEEER
BERNBEF HRRHZ2ESERS
i ERESEHACEIERHEAE
HFE FEIARZEZRATE

%o

BHRFE

H fth 55

AREEETE T B 8 B W B 45 40 e 40 AR (BN
REBEEENRWMER CEHRMHBER
RARERIWEZ 2 EERIIBEHH
BRQTE) BEEFR - AW ﬂﬁ%%%ﬁi‘ i“a‘%
ERABDZFAERLEFERBBRD -
?j:‘%ﬁﬁﬁm&iﬁu*%%?E%%méﬂ%ﬁﬂﬁﬁ
UNER:3::- CEMEE AERStERE
ZEE M%iz%ﬂﬂ%ﬁﬁﬁﬂ&% o 35
RIBEHBARDANRANFE 2R BHE
m ZERAFEAZLAARERZERER
EReEEMEIFEAREYEARESF
B EMPELTH2REERFEEE
—HHE -




‘ YANGTZEKIANG GARMENT MFG. CO., LTD. R/T # %Ki 27 | ANNUAL REPORT 04/05 £

MANAGEMENT DISCUSSION AND ANALYSIS & ¥ JE s 58 B 5 47

Qinghai Changging Aluminium Corporation in Qinghai, China — an
aluminium smelter this year suffered losses for the first time since our
investment due to high materials and energy costs. Unfortunately this

situation will persist during the coming year.

We announced our participation in a joint venture for the development
of a power plant in Qinghai in July, 2004. The commercial operation and
production of the first and the second power generation units of the
power plant originally scheduled for end of 2005 and end of 2006
respectively would have to be postponed due to the delay in the
governmental approval procedures, which we expect will be completed
in 2006.

The newly added electrical razor production in W. Haking Enterprises

Ltd. has not been able to produce a profit in the current year.

Yangtzekiang S.A. suffered a year of loss as compared to previous years’
profits. The company was operating in a depressed economic condition
in France and in addition there was keen price competition especially
from cheap imports from China earlier this year. The underwear brand
JIL that we acquired about two years ago continued to suffer losses
caused by lower than expected sales and the pay out of indemnity
expenses for laying off a good number of employees. We expect to
reduce the loss in the coming year but conditions in France remain
difficult.

LIQUIDITY AND FINANCIAL POSITION

During the period under review, the Group’s operations continued to

be financed by the internal resources and bank borrowings.

As at 31st March, 2005, the cash and bank balances of the Group were
approximately HK$103 million (2004: HK$63 million). As at 3Ist March,
2005, the bank borrowings of the Group were approximately HK$452
million (2004: HK$588 million), of which approximately HK$238 million
(2004: HK$313 million) was short-term while approximately HK$214
million (2004: HK$275 million) was long-term. The gearing ratio
(calculated by dividing total bank borrowings net of cash and bank
balances by shareholders’ equity) of the Group as at 31st March, 2005
was 62% (as at 31st March, 2004: 127%). The bank borrowings including
bank loans and overdrafts are mainly in Hong Kong dollars, United

States dollars and Renminbi.
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To strengthen the Group’s financial position, on 12th October, 2004, the
Group successfully raised funds of approximately HK$126 million by
way of a rights issue on the basis of one rights share for every two
existing shares held by qualifying shareholders. The net proceeds of the
rights issue have been or will be applied in repayment of part of the
Group’s bank loans, for possible expansion of textile business and for

general working capital purposes.

The Group adopts a prudent policy to hedge the fluctuation of exchange
rates. Most of the operating activities are denominated in Hong Kong
dollars or United States dollars. For those denominated in other
currencies, the Group may enter into forward contracts to hedge its
receivables and payables denominated in foreign currencies against the

exchange rate fluctuations.

PLEDGE OF ASSETS

As at 31st March, 2005, the Group had pledged certain assets with
carrying values of HK$339 million (2004: HK$279 million) mainly for

security of banking facilities granted to the Group.

EMPLOYMENT AND REMUNERATION POLICIES

As at 31st March, 2005, the Group, including its subsidiaries but excluding
associates, employed approximately of 7,600 employees. Remuneration
packages are determined by reference to employees’ performance and
the prevailing salary levels in the market. In addition, the Group provides
year end double pay, provident fund schemes, medical insurance and

training to staff.
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