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On behalf of the Board of Directors, | am pleased to report a
profitable year ended 31 March 2002, coinciding with the first
financial year for the Group as a listed company on the main
board of Stock Exchange of Hong Kong Limited since 11 February
2002. For the year under review, the Group recorded a turnover
of HK$191,520,000 (2001: HK$173,030,000).

Despite the economic slowdown in Hong Kong during the year
under review, the Group registered a slight increase in net profit.
The increase in profit was derived from the Group's Hong Kong
operations, as the operations in the PRC were only a few months
old as at 31 March 2002. The contribution from the PRC market
is expected to be reflected in the year 2002/2003 earnings.
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The year under review was an exciting period during which the
Group was successfully listed on the main board of The Stock
Exchange of Hong Kong Limited. The Group also successfully
executed its store expansion plan for the Hong Kong market for
2001/2002, and all the stores are situated in choice locations
with high customer flow. The Group's flagship store at Festival
Walk in Kowloon Tong, which opened in late 2001, occupies 2,100
sqg. feet.

The Group also launched three diffusion lines during the year
under review: meoi aimed at female professionals; imaroon for
young working women; and M.kids for children aged between
four and fourteen. These brands are now well established in the
market, with very positive and strong brand images that are easily
recognised. The well-received loyalty programme is clear testimony
to the success of the Group’s brands in reaching the target

customers.

In July 2001, the Group was invited by the Hong Kong Trade
Development Council to be a performing unit in the Hong Kong
Fashion Week, Spring/Summer. Most significantly, this participation
was capped by MOISELLE winning four awards in the “Hong
Kong New Fashion Collection Award 2001" category: the prestigious
“Overall Winner Award”, “Award for Creativity”, “Award for
Marketability” and “Award for the Best Use of Fabrics”. This success
not only reflects the creativity and quality of the Group's products
but also confers public recognition of this fact in the highly
competitive Hong Kong fashion industry. The Group and
MOISELLE gained excellent exposure and publicity from this

success.
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The Group's success can be traced to its fundamental key strengths:
consistency in business strategy which contributed to the
establishment of diffusion lines; distinctive styles; invaluable in-
depth experience in management; vertical integration of process;
brand image; customer retention; established relationships with
suppliers and subcontractors; and extensive and timely market
information. To maintain its leading edge in the competitive apparel
retail market in Hong Kong, the Group will continue to leverage
on these strengths, including regularly creating product

diversification for introduction to the market.

In addition, in order to maintain success, the Group will continue
to be quick to respond to market needs; offer customers more
choices and fresh designs in quick succession so that there is
always something new for the customer to buy; to differentiate its
merchandise from those of the competitors by offering high quality,
attractive and latest fashion products that are value for money;
and dispose of inventory quickly. This proven strategy allows for
gross profit optimisation, high customer satisfaction and repeat
sales. The Group's design team will also be enhanced to an
optimum size in order to deliver continuous improvement in
product quality and upgrading, thus enabling the Group to satisfy

market needs and stimulate greater sales.

The Group will also carry out appropriate customer-related activities
to retain existing customer base and attract new customers in
order to support the projected market growth rate, and to capture
a larger share of the female apparel market and children’s wear
market in all the countries where the Group operates.

In today’'s brand conscious market, it is imperative for the Group's
brands to be well established and highly visible. To this end,
following upgrading of the Group’s retail outlets in Hong Kong,
the Group will also implement an image upgrading exercise in all
the stores in the PRC and Taiwan in order to project a consistent
and more outstanding brand image for the Group across the region
that it operates, one that is impressive and easily recognised by

customers.
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As part of expansion plans, the Group also intends to increase the
number of MOISELLE stores in the PRC and Taiwan. The PRC
has continued to show economic growth and now as a member
of WTO, offers tremendous opportunity. The Group perceives the
PRC as a huge market with a large customer base eager for new
designs and new, quality fabrics but with few suppliers and
competitors for the Group's products. For the moment, expansion
in the PRC will continue in the form of stores where the partners
are carefully chosen, as generally, potential business operators in
the PRC do not possess much experience in marketing and
promotion.

The Group has projected continued market growth for the year
ahead, to be derived from increase in sales due to the increased
number of stores, as well as increase in the purchasing amount
per receipt arising from the more conducive customer purchasing

environment in the enlarged and enhanced stores.

In the aspect of production, the Group's vertical business mode
ensures effective quality control, cost control and inventory control,
and lowers business risk. During the year under review, the Group
produced approximately 60% of its products, with the balance
outsourced to sub-contractors. The Group will continue with this
successful practice as it gives the Group great flexibility and speed
in changing stock. However, In order to supply its enlarged chain
of stores and deliver product diversification, the Group intends to
expand its production facilities in PRC.
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Prospects

Although Hong Kong is still experiencing an economic downturn,
there is anticipation that the situation will gradually improve
especially in the later part of 2002. Further, retail sales are expected
to increase in the fourth quarter as people tend to purchase more
during the Christmas and New Year seasons, one reason being

customers' need to purchase or change seasonal clothing.

The Group remains very optimistic about the enormous PRC market.
With the full opening of the PRC market and the rise in purchasing
power, there will be a corresponding rise in the demand for new
stylish apparel and new brands in the market. The Group has
noted that its target consumers in the PRC have shown keen
interest in European-style apparel, such as that produced by the
Group. Nevertheless, the Group will adopt a prudent strategy in
the expansion of market development.

Continuing its policy to offer customers more new and fresh
products and a wider product choice at all times they enter the
Group's stores, the Group will increase product diversity in the
accessories range, which can complement apparel purchase or be
separate purchases. The design team will also be enlarged, and
be given encouragement and appropriate training at all times,
besides international design exposure, so that they can produce
attractive, unique and creative designs that can be introduced in
the stores at close intervals. Both apparel and accessories will be
marketed in low quantity in order to maintain exclusivity and to

enable faster turnover of products.

To cope with anticipated increasing inventory due to business
expansion, the Group expects to begin work on the second factory
next year, as soon as the required site in the Pearl Delta is secured
and relevant approvals are obtained. The Group will continue to
conduct business prudently, practising effective cost management
while seeking beneficial expansion opportunities, primarily in Asia
in the short term, in order to maximise returns to the Group and
to our shareholders.
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Appreciation

On behalf of the Board of Directors, | wish to thank all our valued
shareholders, customers, business associates, and advisors for their
invaluable assistance and strong support. | would also like to
thank my fellow Directors, the management and the staff for their
dedication, commitment and valuable contributions. The Board,
the management and the staff will continue to work diligently to
take the Group to higher levels of achievement.

Chan Yam Kit

Chairman

Hong Kong, 12 July 2002
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