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FINANCIAL REVIEW

For the year ended 31 March 2002, the Group recorded a turnover
of approximately HK$191,520,000 (2001: HK$173,030,000). The
increase was largely attributable to the increase in the number of
stores for the Group’s retail operations in Hong Kong, and thereby

increasing the retail area.
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The amount of each significant category of revenue recognised in

turnover during the relevant period is as follows:

2002 2001
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The Group's gross profit amounted to approximately HK$ 149,697,000,
representing an increase of 11% over last year. The improvement
in gross profit was mainly due to the overall increase in turnover
in the Hong Kong retail market during the year under review.

Net profit from ordinary activities attributable to shareholders for
the year under review amounted to approximately HK$42,382,000
(2001: HK$41,855,000), which represented a slight increase as
compared to last year. The gross margin remained at approximately
78% of turnover (2001: 78%). Earnings per share was HK$19
cents.

Notwithstanding the satisfactory turnover and net profit, the
Directors are of the opinion that the Group's financial performance
could have been better if not for the combination of adverse
global events towards the end of 2001. It was mainly the
September 11 incident and economic slowdown in many countries,
and the unfavourable economic situation in Hong Kong, which
negatively affected retail sales.

BUSINESS REVIEW

Merchandising

The Group launched three diffusion lines during the year under
review: moi, a diffusion line of MOISELLE, aimed at providing
the ‘nine-to-five’ needs of female professionals; imareon, offering
simple and basic fashion wear for young working women; and
M.kids, for children aged between four and fourteen. All lines of
merchandise are made of quality fabrics with fine cutting and sold
at competitive prices.
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The Group's product development team produced about 1,000
designs for each season for selection. In June 2001, the Group
engaged a fashion consultant based in France to provide the Group
with up-to-date market information on latest fashion trends, and
assist in procurement of fabrics and other related merchandise.

Sales and Distribution

As at 31 March 2002, the Group had 23 MOISELLE stores, eight
imaroon stores and one M.kids store in Hong Kong. Store layout,
décor and merchandise display are standardised for all stores of
the same brand name, leading to maximum usage and productivity
of retail space, and lower cost of furnishing per store. As the Group
primarily targets female customers, it strategically selected outlets
located in major shopping malls and business districts that would
be frequented by the target customers. In order to further upgrade
the image of MOISELLE, the Group opened a flagship store at
Festival Walk in Kowloon Tong, Hong Kong in December 2001.

The Group was active in seeking business opportunities in the
PRC to take advantage of the economic growth and increased
consumer spending there. As at 31 March 2002, there were about
20 stores located in various major cities in the PRC including
Beijing, Shanghai, Hangzhou, Nanjing, Ningbo, Tianjin, Guangzhou,
Wenzhou, Foshan, Fuzhou, Chengdu, Kunming and Wuhan.

Awards and Recognition

On 13 July 2001, the Group was invited by the Hong Kong Trade
Development Council to participate in the Fall/Winter 2001 Fashion
Show at the Hong Kong Convention and Exhibition Centre during
the Hong Kong Fashion Week. During the Hong Kong Fashion
Week, the Hong Kong New Fashion Collection Award 2001 was
also presented. MOISELLE won four of the awards, namely, the
prestigious “Overall Winner Award”, "Award for Creativity”, "Award
for Marketability” and "Award for the Best Use of Fabrics”. These
awards represent an important recognition of the creativity and
style of MOISELLE in the fashion field, and help in the overall
marketing effort besides generating tremendous publicity for and
awareness of the brand name.

Staff, Training and Development

As at 31 March 2002, the Group employed 225 staff in Hong
Kong. Salaries of employees are maintained at competitive levels
while bonuses are granted on a discretionary basis. Other employee
benefits include mandatory provident fund, insurance cover, training
programmes and a share option scheme.
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In order to strengthen the Group's culture and the performance
level of employees, the Group provided employees with different
on-the-job training on management, operations and customer
service skills. Regarding the design team, it is the Group's practice
to let designers attend fashion shows in Europe so as to keep
abreast of the latest fashion trends, and not to restrict their creativity
in fashion design. The prestigious awards presented to MOISELLE
as mentioned above clearly reflect the success of this practice
regarding the Group's valuable design team.

LIQUIDITY AND FINANCIAL RESOURCES

Liquidity

The Group generally finances its operations with internally generated
cash flows and banking facilities. As at 31 March 2002, the Group
had cash and cash equivalent and pledged bank deposits of
approximately HK$58,499,000 (2001: HK$24,086,000), and bank
borrowings and finance lease payables of approximately
HK$39,877,000 (2001: HK$37050,000).

There were improvements in the Group’s working capital position
as at 31 March 2002 compared to 31 March 2001, which were
reflected in the increase in the current ratio of 4.2 from 1.6, and
the decrease in the gearing ratio, being the proportion of bank
borrowings and finance lease payables against shareholders’ equity,
from 59.4% to 31.6%.

As at 31 March 2002, the Group had unutilised banking facilities
of approximately HK$55,482,000.

Charge on assets

As at 31 March 2002, fixed deposits of HK$2 million and
investment properties and leasehold land and building with a
carrying value of approximately HK$47,419,000 were pledged to
secure banking facilities granted to the Group.

Contingent liabilities

As at 31 March 2002, the Company had contingent liabilities in
relation to guarantees given to banks against mortgage loans and
facilities extended to certain wholly owned subsidiaries amounting
to HK$38,866,000. In addition, the Company also had outstanding
guarantees given to landlords under lease agreements entered into
by certain wholly owned subsidiaries amounting to HK$1,410,000.
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Financial Policy

The Group adopts a prudent financial policy such that it can meet
the financial obligations when they fall due and maintain a sufficient
operating fund for the development of the Group's business. The
Group will also continue to practise effective cost management and
avoid overspending at all times throughout the Group's operations.

PROSPECTS

The women'’s retail apparel industry in Hong Kong is highly
competitive and the Group competes with numerous domestic
and foreign fashion retailers. Nevertheless, the management
believes that the Group can maintain its competitive positioning
as its products offer up-to-date fashion, quality, value for money
and broad merchandise selections, and are complemented by
good personalised service and well located outlets convenient for
the customer. This competitive positioning is well reflected in the
profitable financial results of the Group for the year under review,
in the face of generally sluggish retailing conditions.

With regards retail expansion, the Group is optimistic about further
expansion and is fully geared to open up new markets and stores.
Nevertheless, expansion will be conducted prudently in order to
maximise return on investment. In the short term, the Group
intends to focus on developing the PRC market, and aims to
increase the number of stores that will be located in the major
cities of the PRC. The Group also has plans to open more stores
in the fall or winter 2002 in Taiwan.

More inventory will thus be needed to supply the shops in Hong Kong
and the additional stores that will be opened. This will be produced at
the Group's second factory now under planning. The Group is currently
identifying a suitable site in the Pearl Delta for this second factory.

In addition, store upgrading will be implemented in all the stores
in the PRC so as to achieve a consistent desired image, in line
with the upgraded stores in Hong Kong.

To maintain its market share and leading position in the industry,
the Group will enlarge product reach and ensure adequate
inventory. Thus, the Group will be strengthening the design team
and the range of accessories will also be widened. The Group's
aim is to ensure that customers will always find something new,
fashionable and desirable to purchase whenever they step into
the Group's stores, thus assuring repeat sales and creating customer
confidence in and loyalty for the Group's products.

The Group is fully prepared to meet the different challenges in the
year ahead, including the need to counter the effect of unfavourable
economic conditions on retail sales in the Hong Kong market, and
to capitalize on the growth opportunities in the PRC market.
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