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F R B & F
CHAIRMAN'’S STATEMENT

Dear Shareholders:

Although the Group maintained similar levels of turnover and gross
profit in 2006 despite an unseasonably warm winter in most of
its markets, inexorably rising costs dealt a blow to the Group’s
operating profit causing it to fall by 27.4 percent from the year before. A
re-assessment of prior years’ taxes in Mainland China brought the
Group’s profit after tax to only HK$218 million, an alarming 49.4 percent

drop from 2005.

Apparel retailing inevitably entails multiple risks. A unique risk is
weather. The Group manages this risk by relentlessly optimizing its
supply chain and diversifying into product offerings less susceptible to
weather. This strategy successfully mitigated the full impact of
unfavorable weather conditions in 2006.

Rising costs, particularly Hong Kong’s staggering rental expenses, are
of the utmost concern to the Group. The Group takes a pragmatic
approach in evaluating the economic merits of each location. Elsewhere
in the region, operating costs are controllable.

Consistent with our stable dividend per share philosophy, the Board has
recommended keeping the full year dividend the same as 2005, that is,
a final dividend of 5.0 HK cents per share and a special final dividend of
15.0 HK cents per share. Total dividend, including the 4.5 HK cents
regular interim dividend, and 2.0 HK cents special interim dividend,
amounts to 26.5 HK cents per share (2005: 26.5 HK cents per share),
representing a 192.7 percent payout of our annual profit.

As stated in our 2005 annual report, upon completion of a
comprehensive review of our store network the Group has clearly
defined its brands. First, Giordano Ladies will continue to serve a higher
echelon of discerning women. Second, Giordano Concepts will grow out
of the Giordano main brand to fulfil the wants of aesthetically
demanding consumers. Third, Giordano will transform itself in tune with
the changing apparel retail mass market. Finally, Bluestar Exchange, a
relatively new brand which had a brief period of great success, will be
re-branded to provide tasteful, basic and value-for-money apparel for

everyday wear.

GIORDANO INTERNATIONAL LIMITED
A RERBERDE
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In the core competence arena, the Group has invested heavily in its
customer relationship management and supply chain management
systems in the past few years. Not only are these two systems world-
class functionally, they are designed to be user-friendly so that they can
be adopted by all of our partners globally with minimum orientation. The
Group will invest in additional core competencies such as design in the
next few years.

The Group’s grand strategy is simple. It is a controlled multi-brand
strategy applied discriminately in a multi-market environment. The
Group has opted for this strategy for two reasons. First, no single market
of the Group is today large enough to provide reliable growth space.
Second, due to the diversity of its markets, the Group must accurately
identify customer-brand fits in each market to minimize operational
risks. We believe this strategy is so simple that it must work.

With this in mind, we are keen on two Asian markets. Mainland China
has seen growth accelerating on the strength of improved
merchandising and strengthened management while our launch in
Chennai in India has met excellent reception. India offers superb long
term prospects and we will be establishing our presence in other key
urban centres in addition to Chennai. The key growth market, however,
remains Mainland China and we will focus on upgrading and updating
our product offerings and growing our retail and wholesale networks.

In 2007 our priority will be to strengthen execution on our branding and
growth initiatives. Therefore, our resources will be invested in design,
merchandising and marketing and the good shepherding of our talent
pool.

I would like to extend my sincere thanks and appreciation to our
shareholders, suppliers and business partners, our employees, and our

customers — many of whom have been with us since the beginning — for
their past and continuing confidence.

LAU Kwok Kuen, Peter
Chairman

March 22, 2007
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