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|'am pleased to report that the Group has seen a substantial improvement in its results for the
financial year ended 28 February 2007 over that achieved by it last financial year.

This improvement was mainly due to (i} a more buoyant and confident retail market being
present in all sectors/geographical area’s in which the Group operates (particularly in the
second half of the year| (i) organic sales growth being achieved by the Group across all its
businesses units being our Hong Kong retail, export, showroom, Malaysian retail and mainland
China retail {"the Mainland”) businesses due to its more focused merchandising and
promotional efforts during the year and the benefits being deriving from our upgraded stores,
shopping environment and brand image and {iii] the acquisition by the Group of an additional
24% interest in our Mainland business during the year.

The improved result was also assisted by the commencement, during the first half of this
financial year, of the winding down of the Group’s 3 year reinvestment program. Save for our
[T project, this reinvestment program is now complete with the IT project scheduled to be
completed by August 2007. During the year, the Group was able to start to enjoy the benefits
of (i} all the projects that had been completed by it so far under this program (i.e. renovated
stores, increased factory capadity, store expansion in Hong Kong and the Mainland and the
brand, product and image re-launches| and (i) the corresponding reduction in the
costs/overheads associated with each of these projects as they were completed.

Notwithstanding the improvement in the performance of our Hong Kong retail business, the
Group is still taking a cautious approach to its investment in Hong Kong and is continuing to
concentrate its efforts and resources on its Mainland, showroom and export businesses as these
businesses continue to grow and provide the Group with a better return on its investment
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During the year, the Group continued to make consistent and pleasing progress with its
businesses and the rebuilding of its brand and core infrastructure. Highlights of the Group’s
achievements during the year include:

- The successful acquisition of a further 24% stake in its Mainland business from its joint venture
partner, The China Retail Fund, LDC which has increased its interest in that business from
56.46% to 80.46%. The Group sees its Mainland business as being one of its main growth
engines going forward so this acquisition will further enhance its ability to capitalize on this
market.

- The successful launch of the first and second phases of its [T project in its (i) retail units in
Hong Kong and the Mainland and (i) head office. The roll out of the balance of the system
over the rest of the Group’s functions is to be completed over the next 6 months. The new
information technology system will enable the Group to serve our customers more effectively
with timely and accurate information and more efficiently by streamlining the operation
procedures.

- The partial upgrade of its showroom business located within its Hung Hom headquarters.

- The opening of its new factory in Panyu in April 2006. This factory is an addition to our
existing manufacturing capability of 3 factories and will service the Group’s growing
requirements for general and specialized jewellery products in the greater China region as
well as our growing export business going forward.

- The opening of 2 new stores in Hong Kong and the opening and/or renovation of 27 new
stores in the Mainland.

- The successful launch of a number of new marketing campaigns including the "My Moment”
campaign earlier in the year aimed at the wedding market and the "Estrella” campaign to
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D ‘ m ‘ m promote the Estrella Diamond in November 2006. Both campaigns attracted extensive
media coverage and were well received by our customers.
Crafting fabulous & Creative Jewellery
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- The Group successfully launched new products and initiatives consistent with its image
and brand position the most prominent of which was the “TSL Estrella Diamond” (which is
exclusive to the Group) and its VIP program.

- 100 % of the Group's outlets in Mainland China ("the Mainland”| and 85% of the Group's
outlets in Hong Kong have now been changed to the new image with the new
corporate identity. Our next new generation of store design was launched in the
Mainland in September and has been well received by our customers and other
stakeholders.

- The Group developed a new and substantially upgraded set of promotional material and
image advertisements which it successfully launched in both Hong Kong and the
Mainland in September 2006.

- As part of our continuing expansion in the Mainland, i3 | Saxx stores were further
expanded with the opening of 2 new stores this year. This brand is an extension of the
Group’s quality products and services to the young and trendy consumer segment in
the Mainland.

- The service culture is deeply embedded in the Group with our Hong Kong Retail Division
again being successful in winning the award of “The Service Retailer in Watch & Jewellery
Category” of the Mystery Shoppers Programme run by Hong Kong Retail Management
Association ["HKRMA"). Also, our staff, Mr Law Kam Fai and Mr Ho Siu Wai were awarded
the "2006 Service & Courtesy Award” from the HKRMA and Mr Lee Chun Fung and Mr Ho
Siu Wai were awarded the "Forevermark Service Ambassador” award by DTC.

Create Cozy,
Classy & Invitng Shop
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The images of TSL's new ad campaign enhance and give new energy to the customer.
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- The Group’s innovation in new product development is well recognized by
the industry and the customers. During the year, our designers won design
and merit awards in a wide variety of jewellery products (including diamond
and pearl) in the 6th International South Sea Pearl Jewellery Design
Competition and the 7th & 8th Hong Kong Jewellery Design Competition.

We believe that the above (and past) initiatives undertaken and completed by
the Group have now successfully come together to form a solid base for the
Group to now embark upon a growth phase so as to achieve our mission to
become the leading, most innovative, efficient and profitable jewellery retailer in
Asia. We are looking forward to the final completion of our [T project so that we
can then solely focus on the growth and expansion of our business particularly
our export and Mainland businesses where we currently see the most
opportunity.

We shall, with the continuing support of our shareholders and other
stakeholders, continue work steadily and diligently to achieve this mission.

Tse Tat Fung, Tommy
Chairman

Hong Kong, 18 June 2007
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