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RESULTS OF GROUP OPERATIONS
Turnover

The Group achieved a total turnover for the year of HK$4,413 million
(2004: HK$4,003 million), an increase of 10.2 percent year-on-year; or a
9.7 percent increase if foreign exchange gains were excluded. We had a
strong start in 2005, delivering a 15.8 percent year-on-year turnover growth
in the first half. This solid growth was overshadowed in the second half of
2005 by the adverse impact on sales of the unusually warm weather in
the fourth quarter in Greater China. Meanwhile, our Southeast Asian
markets were challenged by lowered consumer sentiments and spending
due to higher interest rates, fuel and transportation costs.

The Garment Trading & Manufacturing Division recorded a 26.6 percent
year-on-year turnover growth to HK$1,043 million (2004: HK$824 million)
before the elimination of inter-segment transactions. After the elimination
of inter-segment transactions, sales of the Garment Trading &
Manufacturing Division grew by 55.7 percent to HK$411 million (2004:
HK$264 million).

Sales of the Retail & Distribution Division grew by 7.0 percent year-on-
year to HK$4,002 million (2004: HK$3,739 million). While comparable
store sales declined slightly by 0.5 percent, comparable store gross profit
grew by 0.9 percent. The Retail & Distribution Division accounted for
90.7 percent of the Group’s total turnover, down from 93.4 percent in
2004.

Gross Profit

Despite a more difficult second half, overall gross margin for 2005 stayed
steady at 50.8 percent due to efficient sourcing and cost management.
Gross profit grew by 10.2 percent to HK$2,243 million (2004: HK$2,035
million).
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Operating Expenses

Growth in operating expenses slowed in the second half, partly because
of the slowdown in sales growth, but also because of the swift and
decisive action that the Group took to control expenses. Operating
expenses for 2005 as a whole grew by 11.7% to HK$1,825 million
(2004: HK$1,634 million). Distribution expense rose by 13.0 percent, to
HK$1,349 million (2004: HK$1,194 million), attributed mainly to a
14.4 percent increase in operating lease rental and a 12.2 percent increase
in staff cost. Administrative expense declined 2.9 percent to HK$167 million
(2004: HK$172 million). Other operating expense increased by 15.3 percent
to HK$309 million (2004: HK$268 million). The increase was mainly
attributable to a 35.1 percent increase in advertising and promotion
expenses.

Operating Profit and Earnings before Interest, Taxation,
Depreciation and Amortization Expense (EBITDA)

The Group’s 2005 operating profit was HK$518 million, up 5.5 percent
from the HK$491 million recorded in 2004. Operating margin was
11.7 percent, down 0.6 percentage point compared to 2004.

The Garment Trading & Manufacturing Division saw its operating profit
increasing to HK$58 million, up 13.7 percent year-on-year. Meanwhile,
operating profit from the Retail & Distribution Division totaled
HK$460 million (2004: HK$437 million), representing 88.8 percent (2004:
89.0 percent) of the Group’s operating profit. Operating margin for the
Retail & Distribution Division in 2005 declined by 0.2 percentage point to
11.5 percent.

The Group’s 2005 EBITDA amounted to HK$672 million (2004: HK$636
million), up 5.7 percent year-on-year. EBITDA margin declined by

0.7 percentage point to 15.2 percent (2004: 15.9 percent).
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Profit Attributable to Shareholders

Profit attributable to shareholders, totaling HK$406 million (2004:
HK$387 million), represented a 4.9 percent increase year-on-year. Share
of after tax profits of jointly controlled companies and an associate
decreased by 6.1 percent to HK$31 million (2004: HK$33 million) due to
a reduction in the profits contributed by our South Korean operation.

The Group’s effective tax rate increased by 1 percentage point in 2005
due to the change in composition of profits contribution from the Group’s
various markets.

Cash Flow

Cash inflow from operating activities increased to HK$489 million (2004:
HK$327 million), due mainly to a much smaller growth in inventories in
2005 of HK$38 million (2004: HK$109 million). In addition, after showing
a decrease in 2004, there was an increase in trade and other payables in
2005 and this had a net effect of increasing cash flow by HK$56 million.

Cash outflow from investing activities, amounting to HK$89 million, was
lower than the HK$118 million recorded in 2004. This is largely due to a
HK$23 million decrease in capital expenditure.

At HK$254 million, cash outflow from financing activities was
HK$63 million below the level of HK$317 million as recorded in 2004,
despite an increase in dividend payment by HK$39 million which was
offset by a HK$90 million increase in cash proceeds received from the
exercise of share options by management staff.
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GROUP FINANCIAL POSITION

At December 31, 2005, the Group had cash and bank deposits of
HK$903 million (2004: HK$752 million). The increase is partly explained
by cash receipts related to the exercise of management options in 2005.

At December 31, 2005, the Group’s working capital was HK$1,029 million,
up from HK$861 million at the end of 2004. Current ratio was 2.6 times,
a slight increase from the 2.4 times at the end of 2004.

At the end of the year, the Group’s inventories totaled HK$369 million, up
from the HK$331 million recorded in 2004. In 2005, inventory turnover on
sales was 31 days (2004: 30 days), within the Group’s target range of
28 to 32 days.

At December 31, 2005, total liabilities were HK$755 million, up
10.4 percent from the HK$684 million at the end of 2004. Shareholders’
equity was HK$2,122 million, a 8.6 percent increase over the
HK$1,954 million at the end of 2004. The Group’s gearing was 3.6 percent
(2004: 3.2 percent) based on shareholders’ equity.

Capital expenditure during the year was HK$120 million (2004:
HK$143 million), representing 24.5 percent (2004: 43.7 percent) of net
cash inflow from operating activities. Management foresees 2006 capital
expenditure to increase to about HK$150 million.

The Group had financing facilities totaling HK$389 million at the end of
the year (2004: HK$389 million), of which HK$76 million revolving loan
facilities had been drawn and were outstanding. As at December 31, 2005,
the Group had contingent liabilities of HK$9 million (2004: HK$9 million)
incurred in the normal course of business.

GIORDANO INTERNATIONAL LIMITED
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DIVISIONAL OPERATIONS HIGHLIGHTS
Garment Trading & Manufacturing Division

The Garment Trading & Manufacturing Division’s turnover, including inter-
segment sales, amounted to HK$1,043 million (2004: HK$824 million), a
26.6 percent increase over the previous year. The Division’s continued
activities in broadening its client base further reduced its reliance on the
rest of the Group, with inter-segment sales in 2005 amounting to
60.6 percent of the Division’s turnover (2004: 68.0 percent). The Division
also achieved further geographic diversification to reduce its reliance on
the Japanese market. In 2005, business with non-Japanese third parties
accounted for about 27 percent of turnover, more than double that of
Japan’s 12 percent share.

As a result, the Division’s operating profit increased by 13.7 percent to
HK$58 million (2004: HK$51 million) though operating margins declined
by 0.6 percentage point to 5.6 percent (2004: 6.2 percent) due to increased
price competition. Management believes that the best way to address
this challenge is to replace the OEM (Original Equipment Manufacturer)
model of the past and move up the value chain to adopt an ODM (Original
Design Manufacturer) model. By offering a one-stop solution covering
design, product development, global sourcing, production and supply
chain management, Management believes that it will help build long-term
partnerships with more external clients and enable us to re-build margins.

The following table shows a breakdown of our Garment Trading &
Manufacturing Division’s turnover:

2005 2004 2003 2002 2001
LW (EKEET) Turnover (HK$ millions) 1,043 824 685 759 727
HEEFEzENM Percentage of turnover to:
5B Group 61 68 76 72 70
=% Third Parties
AR Japan 12 17 17 23 25
e Hong Kong 11 3 4 3 3
A Mainland China 2 1 - - -
L South Korea - - - - 1
EX) Others 14 11 3 2 1
GIORDANO INTERNATIONAL LIMITED ANNUAL REPORT 2005 # %}

R REBERL2E



ZERDHEIM

ZERDEBFAZEEFELRABEN T
Z_BEERL(ZEZTNMEF

AE=TEE=T
hEE8T) B_TZOFERANIZEL R
“ETRF ARERERER-BTAEH
E o

REER  ALBMmzEERELEFRD
BAZEHE  MALBMATZEMNE L EF
BIEMBDZTEHN

GiordanoX Rz TEEFEREFREERT
DZNEN - R_TZRF REMADS
NEAZHERRER  BERENEZBRMNKI
fe-RAE FRAZTEEMNRRET —H—(E
BN ERURBENENR I HERRKE -

REEBR _ZETRAFHERN+ LB Giordano
FRIFE  FRRZESHELEE—THER
—t++M e

BT TMFEL - Giordano Ladies? & %
BERAOZ T8 — MEMEA L@

B -FA BRe@zmEMSZHER
REMHEGRNER - TRAEMSEHE K
BECASEHHLFFELHERTEN
T2 ERARNLARRDITHEAEABE
BRAERETKMEEB AL EFE - B
ZETERE A5 EEF =K Giordano
Ladiesfim™ » WA EIR _EZ FELE - &
BRI = RG-S

Bluestar ExchangeZ @ (B H L A FHE KRB
DZREN MEMNEALE-BAERS
oo AKEERMAZNE — B Bluestar
Exchangefim + RIBINMIEIE - £ - K&
B2 3% 7 + LM Bluestar Exchangefim » {#
—ETRFFRZEHHEEE— B+ -

ANNUAL REPORT 2005 F #H

T R B 2z W B R 9 W
MANAGEMENT’S DISCUSSION AND ANALYSIS

Retail & Distribution Division

Turnover from the Retail & Distribution Division totaled HK$4,002 million
(2004: HK$3,739 million), 7.0 percent higher than that of 2004. The Group
added 109 outlets world-wide in 2005.

During the year, comparable store sales declined by 0.5 percent while
comparable store gross profit increased by 0.9 percent year-on-year.

Turnover of Giordano core-line was 6.8 percent higher than that of the
previous year. Among our markets, Japan saw the best sales growth in
2005, followed by Australia and Indonesia. Meanwhile, gross margins
improved by 1.1 percentage points, with China seeing the best gross
margin improvement during the year. The Group added 87 Giordano core-
line outlets in 2005, bringing the total store count to 1,527 worldwide.

Turnover of Giordano Ladies increased 13.1 percent while gross margin
rose by 1.0 percentage point when compared to that of 2004. All markets
except Taiwan posted good sales and gross profit growth during the year.
In Taiwan’s case, high sales staff turnover affected sales in the first half
but due to swift action to address the issues the situation has stabilized
and sales are back on a growth track. The Group added three Giordano
Ladies stores in 2005 and has plans to add one store each in Shanghai,
Hong Kong and Singapore in 2006.

Bluestar Exchange’s turnover increased by 5.8 percent year-on-year and
gross margin widened by 1.9 percentage points. The Group opened its
first Bluestar Exchange in Australia and the store has performed to
expectations. Overall, we added 19 Bluestar Exchange outlets to bring
the total store count to 140 by the end of 2005.

GIORDANO INTERNATIONAL LIMITED
R REBRERLEF
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The Group entered a region-wide product license agreement with The
Walt Disney Company (Asia Pacific) Limited (“Walt Disney”). Pursuant to
the agreement, Walt Disney granted Giordano the license to design,
manufacture and market adult and children’s T-shirts and sweatshirts
featuring Disney characters. The license includes the full range of Disney
characters and covers the entire Asia Pacific region. The products,
marketed under the label “Disney Collection by Giordano”, were launched
in Hong Kong in July 2005 and in our other Asia Pacific markets in the
following months.

RETAIL & DISTRIBUTION DIVISION - GEOGRAPHIC
HIGHLIGHTS

Retail & Distribution sales in the Group’s key markets posted strong year-
on-year turnover increases during the first half, with overall sales growth
of 12.3 percent year-on-year. However, this favorable showing was
overshadowed in the second half of 2005 by the adverse impact on sales
caused by unusually warm weather in Greater China during the fourth
quarter, the region’s peak selling period. Second half growth slowed to
2.5 percent year-on-year and full year growth came in at 7.0 percent.

B K BE Mainland China
2005 2004 2003 2002 2001
HWER(BEBET) Sales (HK$ millions)* 987 952 815 856 808
BYLREEHE (B)” Sales per sq. ft. (HK$)™ 2,400 2400 3,000 4,000 4,700

RN HESR Comparable store sales
E0/CR D) increase/(decrease)™* 6% 7% (13%) - -
TERE(THR) Retail floor area (sq. ft.)*** 585,600 557,800 484,300 434,800 382,600
PIm 88~ Number of outlets **** 706 671 581 532 461
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Including net sales to authorized dealers

On weighted average basis for directly managed outlets

For directly managed outlets which were operated for the full 12 months in
each of the two fiscal years under comparison

*kkk

Total directly managed and authorized dealer outlets as at December 31

ANNUAL REPORT 2005 & #
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Turnover in China grew by 10.6 percent year-on-year in the first half, but
the trend reversed itself in the second half when turnover declined by
1.7 percent year-on-year due to the late arrival of cold weather
which adversely affected sales and caused us to take earlier markdowns
in December. As a result, turnover for the full year grew by 3.7 percent to
HK$987 million (2004: HK$952 million).

During the year, there was a net increase of 35 outlets, of which 29 were
Giordano core-line, two were Giordano Ladies, three Bluestar Exchange
and one Giordano Junior. Retail sales per square foot held steady at
HK$2,400 and comparable store sales increased by 6.0 percent.
Management remains committed to achieving sustainable and profitable
growth and in this respect will focus on long-term profit potential when
committing to new locations and renewing old leases. Plans are to add
about 30 Giordano core-line and 10 Bluestar Exchange outlets in 2006.

B8 Hong Kong

2005 2004 20038 2002 2001
WEH (B¥EET) Sales (HK$ millions) 867 810 697 776 760
BYHRHERE (B) Sales per sq. ft. (HK$)* 7,400 7,100 6200 6800 6400

MEBMmHER Comparable store sales
E/CR D) increase/(decrease)™ 4% 1% (15%) 3% (8%)
ZEEE(FAR) ™ Retall floor area (sq. ft.)* 119,500 113,700 112,100 116,400 114,200
P8 a Number of outlets™* 101 92 75 73 72
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On weighted average basis
For outlets which were operated for the full 12 months in each of the two
fiscal years under comparison

As at December 31

GIORDANO INTERNATIONAL LIMITED
& = B AER 2 F



g BB B 2 AR O®# R &

#

MANAGEMENT’S DISCUSSION AND ANALYSIS

BERTMEMEDERSR  BTEZHEERLE
BoE Al FEER_ZTOFAES

REOEGEREZRFER  HAEREONFE
RARFENE BRBLREEZABTA
RMEHRTRARERE - BT WU -

—ETRFZEEBN AR ZEE A
NEATLEBRL(ZZEZWF  BENE

— T &)« Ed Ll Giordano Ladiesz & &
BRRY 2F 2 ST S REEERTHER

MZHEBGEMEN M °

REEAN  REEEENEHE 2R BEMHE
Giordano# % 3/ P &k + fi Bluestar
ExchangeFim » BE —_TTAFEEHAY
E-AZ-—H ZEEHUEGEERFEET

LEREMSA  EMAEERHEEESS
FEREEL EmMRETHEeSAHETER
yes,

Consumer confidence in Hong Kong continued to improve in line with
gains in the stock and property markets. As a result, we saw steady year-
on-year growth through most of 2005 until the unfavorable weather in the
fourth quarter slowed down the pace. Disneyland Hong Kong also delivered
a much smaller boost to tourist arrivals than originally anticipated.
Nevertheless, in 2005 turnover grew 7.0 percent to HK$867 million
(2004: HK$810 million), with Giordano Ladies achieving the best growth.
Full year per-square-foot sales and comparable store sales both increased
by about 4.0 percent.

We added nine outlets during the year, of which two were Giordano core-
line and seven were Bluestar Exchange, bringing the total number of
outlets to 101 at the end of 2005. We saw a rapid escalation of rentals in
the run-up to Disneyland Hong Kong’s opening but fortunately the effect
on the group has been mitigated by the fact that our two flagship stores
are secured by long-term leases.

=91 Taiwan
2005 2004 2003 2002 2001
WET (B¥EET) Sales (HK$ millions) 732 707 604 677 746
GERREEE (Br) Sales per sq. ft. (HK$)* 3,000 2900 2600 2900 3,600
MEBMmHER Comparable store sales
(A) g m (decrease)/increase™ (6%) 1% (13%)  (15%)  (14%)

ZEEB(FAR) ™

Retail floor area (sq. ft.)” 243,900 245,800 241,500 232,900 232,400

FImEE

Number of outlets *** 237 236 195 182 181
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On weighted average basis
For outlets which were operated for the full 12 months in each of the two
fiscal years under comparison

As at December 31

ANNUAL REPORT 2005 & #



BELLFELCXERATFRABARLABTS
ZTHES  BEREERAEZHEEELREK  T¥
FEZHEEREFRUTREI ZNEH /-
RE2FE EEBELART »Z=HAE
AELtRE=FT_8B8T(ZSTHNF &%
+tETLEERT) BFAREEFEM L
Ao mAkBEMm 2 HEBARL B 2N o
BELERERORE  ARENBEEREN
ERAMERBEBRR  FAFEEMNREL |
ARMEESH - FRN AEELERTHE
Giordano f1T - [A] K %732 7 = [ Bluestar
Exchange FiTi »

T E B 2 W OBE R o9 M
MANAGEMENT’S DISCUSSION AND ANALYSIS

Despite a strong start, with sales growth of 14.6 percent year-on-year in
the first half, sharply weakening consumer confidence in Taiwan resulted
in second half sales declining by 6.8 percent year-on-year, so that turnover
for the year grew by 3.5 percent only to HK$732 million (2004:
HK$707 million). Sales per square foot managed a marginal increase
while comparable store sales declined by 6.0 percent. Despite the
challenging trading environment, we continued to focus on prudently
managing our discount and markdowns so that gross margins actually
widened by 2.0 percentage points during the year. We closed two Giordano
and added three Bluestar Exchange outlets during the year.

5 o0 3% Singapore

2005 2004 2003 2002 2001
HEH(BERET) Sales (HK$ millions) 403 391 348 372 330
BYLSREEHE (B) Sales per sq. ft. (HKS)* 8,300 8700 7,700 9,000 9,700

THRMAm HER Comparable store sales
(B ) 18 o (decrease)/increase™ (1%)  13%  (14%) (7%  (13%)
TERE(EHR) ™ Retail floor area (sq. ft.)** 50,500 48,600 43,600 46,000 37,800
FIm &8~ Number of outlets *** 48 47 43 49 44
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On weighted average basis
For outlets which were operated for the full 12 months in each of the two
fiscal years under comparison

As at December 31

Turnover increased 3.1 percent to HK$403 million (2004: HK$391 million).
Comparable store sales and per-square-foot sales declined by 1.2 percent
and 4.6 percent respectively. Gross margin remained essentially
unchanged. We added one Giordano core-line outlet in 2005.
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Other Markets

During the year, the Group’s other markets all achieved strong year-on-
year sales. Taken together, this group accounted for 16.0 percent of the
Group’s total 2005 retail and distribution turnover, compared to
15.2 percent in 2004.

BN BEREE 0E ] A% &t

(WEEEETAEN) (In HK$ millions) Australia Malaysia Indonesia Thailand ~ Japan  Total

g 453 2005 222 126 139 91 63 641

S ik 2004 188 126 119 84 53 570

HE£E LA Year-on-year increase 18% - 17% 8% 19%  12%

-yl Australia

BMNE—TE Iﬁliﬁ‘ %@@J%Fiﬁ& " ¥4  Australia continued to deliver good growth after a strong 2004. In 2005,
BEBERE R_TZRF  $#HEFEEM  sales advanced 18.1 percent to HK$222 million (2004: HK$188 million). If
BRoZTNE—= /’é‘ B _E_-F_BEEBJ foreign exchange gains were excluded, sales would still have grown by
(_ ZENE  EE—RNATNBSBT) T  14.6 percent over the previous year. Nine Giordano core-line stores were
SHAER 2 EEEDNBEFENEND 2 added in 2005 as we continued with our expansion out of New South
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Wales and Victoria into the rest of the eastern seaboard. We opened our
first Bluestar Exchange store in 2005 and thus far it has performed to our
expectations. Together, the total store count has increased to 52 at the
end of 2005.

Malaysia, Thailand and Indonesia

Growth in all three markets were negatively impacted by interest rate
increases and fuel price hikes which took their toll on consumer confidence.
As a result, Malaysia ended the year with flat turnover growth while
Indonesia and Thailand saw turnover increasing by 16.8 percent and
8.3 percent respectively, mainly due to new store openings. We added
four stores in Malaysia, eleven in Thailand and seventeen in Indonesia so
that at the end of 2005 the total store counts in these three markets
stand at 53, 57 and 62 respectively.
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Japan

Sales grew 18.9 percent year-on-year, or 21.7 percent when negative
foreign exchange impact was excluded. During the year, we completed
our exit from the Tokyo region thereby resulting in a net reduction of three
outlets, taking total store count to 21 as at December 31, 2005. Sales
per square foot rose by 9.1 percent. Japan further narrowed its loss in
2005 and Management aims to achieve breakeven in 2006.

Joint Ventures
South Korea

Turnover of our South Korean jointly controlled company increased by
11.2 percent year-on-year to HK$995 million (2004: HK$895 million) due
to the appreciation of the South Korean Won. In local currency terms,
sales declined by 0.9 percent year-on-year, due in part to the fact that
there has been a net reduction of four locations in 2005 which brought
the total store count down to 168. This represents a significant
improvement over the 13.4 percent and 27.4 percent local currency
turnover declines that we suffered in 2004 and 2003 respectively. Gross
margin continued to improve owing to lower sourcing costs and continued
discipline on pricing and discounts. After tax profit in 2005 was lower at
HK$38 million compared to the HK$46 million recorded in 2004, due
mainly to the fact that there was a favorable one-off tax adjustment that
year. At December 31, 2005, the Group held 49.5 percent in its South
Korean jointly controlled company.

Middle East

Buoyed by rising oil prices, consumer confidence continued to improve
and we capitalized on the trend by adding 18 new locations in the
region, bringing the total store count in the region to 107 as at
December 31, 2005. As a result, turnover of our associate company in
the Middle East grew by 15.3 percent to HK$332 million (2004:
HK$288 million), and after tax profit grew by 12.2 percent to HK$55 million
(2004: HK$49 million). However, competition has heated up significantly
as more brands are attracted to the region. We plan to add about 12
outlets in the region in 2006. At December 31, 2005, we held 20.0 percent
in our Middle East associate.
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HUMAN RESOURCES

On December 31, 2005, the Group had approximately 11,000 employees.
The Group offers incentive bonus schemes to certain senior managers as
a means to reward and retain a high caliber management team.
Competitive remuneration packages and goal-oriented bonuses are also
paid to different levels of staff.

OUTLOOK

The general economic outlook for 2006 is clouded by continuing concerns
about high oil prices, rising interest rates and the possible outbreak of
avian flu. At the same time, competition continues to intensify in markets
everywhere. Erratic weather has further compounded these factors so
that performance to date did not meet Management’s expectations, with
the Group posting a high single digit year-on-year turnover decline for the
first two months of 2006. Performance has improved in March and
inventory levels remain healthy.

In 2006, we will focus our attention on addressing the merchandizing and
customer care issues that we have identified following a thorough review
of our 2005 performance. On the merchandizing side, we have embarked
on a bottom-up review of our network of outlets to gain a more detailed
understanding of each one’s customer profile. This would allow us to
better target our merchandize offering to meet local customer needs,
thus driving better comparable store growth. We will also push ahead
with the global launch of the “World Without Strangers” customer
relationship management (CRM) program. The system, developed over
the last two years, is seamlessly integrated into our global IT system and
will allow us to leverage on our existing local privilege card programs to
build a strong global CRM program. We expect these two initiatives to
help us cement brand loyalty and enhance sales growth.

We also plan to add approximately 70 stores to our global network in
2006. These will include additions in our existing markets as well as new
markets like India that we are launching this year. Overall, despite a
challenging first quarter, we remain cautiously optimistic about 2006
prospects and target to achieve steady growth for the Group.
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Mainland China

Mainland China will continue to be an important source of growth
for the Group. One of the main initiatives this year is to recapture
wholesale sales momentum. To this end, we have revamped our
merchandizing processes and systems to better position our product
offerings to match local customer needs. We expect this initiative to
help not only with improving wholesale sales but also in raising
productivity of our own retail outlets. Growth will be augmented by a
balanced and managed store roll-out program that targets sustained
profitability in an expanding but increasingly complex and competitive
market. We plan to add 40 outlets in China in 2006.

Hong Kong

Although consumer confidence continues to be buoyed by gains in
the property and stock markets, the optimistic outlook is clouded by
concerns about rising interest rates and avian flu. Management
believes that rentals have peaked in Hong Kong and should begin to
abate in the second half. However, seeing that Hong Kong is one of
the Group’s most mature and saturated markets, Management is
not planning significant additions to its network. Instead, Management
plans to take advantage of this opportunity to adjust its portfolio of
stores and to enhance sales and profits growth through more targeted
merchandizing.

Taiwan

With negative household income growth and a gathering consumer
credit crunch, Taiwanese consumer confidence experienced new lows
in 2005. Furthermore, the increased strain in cross-straits ties makes
Taiwan’s outlook for 2006 the most challenging among all our
markets. Our focus will be on improved merchandizing to drive
comparable store sales growth as well as tighter inventory and cost
controls.
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Singapore

Like Hong Kong, Singapore is another highly saturated and mature
market for Giordano so the focus for Management is to drive
comparable store sales growth through better execution in areas
such as merchandizing, cost and inventory controls, in-store visual
display and staff development. Following on the success of our first
Giordano Ladies store, we will be opening a second store in Raffles
City in the second half of 2006.

South Korea

Prospects for a recovery in the South Korean apparel retail sector
are still uncertain and the sector remains highly competitive, especially
in the youth market which has traditionally been our strength. In
2006, Management will focus on leveraging the gains we have made
in improved product development, sourcing, inventory management
and pricing discipline to drive sustained sales growth and margin
improvement. The growth is expected to come partly from
comparable store sales improvements, and partly from new store
openings. To that end, we plan to add ten locations in South Korea
in 2006.

Japan

Management will stay the course in Japan and continue building on
the base we have established in Kansai, with a view to achieving
breakeven in Japan this year.

New Markets

We will open our first Giordano store in India in Chennai in the
second quarter of 2006. More store sites have been identified and
we expect to open two or three stores in 2006 and a similar number
in 2007.
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