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REVIEW OF OPERATIONS

During the year under review, the Group enlarged its sales
network in the mainland China according to the development
plan in the market. There were 60 MOISELLE stores (2005: 49)
operating in the mainland China as at 31 March 2006. 43 (2005:
25) out of the 60 (2005: 49) stores were operated as consignment
stores. The remaining are operated by franchisees. The newly
established stores positioned at Suzhou, Taiyuan, Jinan, Nantong
and Xinjiang. The store network in cities of Beijing, Guangzhou
and Shenzhen had further been extended.

During the year, the established network in the market in the
mainland China region continued to provide growth momentum
to the Group and to increase brand exposure in major and
second- to third-tiers cities. Increased marketing activities in
Hong Kong and China regions helped to raise brand image and
approach new customer groups during the year.

The Group introduced the brands mademoiselle and imaroon
into the mainland China region during the year. Two
mademoiselle and two imaroon stores were operated as at 31
March 2006 in Guangzhou, Shenzhen, Shenyang and Fujian.
The new brands target at different customers and aim at
increasing the customer base of the Group in the region.

In Hong Kong, the Group operated 17 MOISELLE, 3
mademoiselle and 5 imaroon (2005: 21 MOISELLE, 3
mademoiselle and 6 imaroon) retail outlets as at 31 March 2006.
In order to arrive at high efficiency, individual performance of
each retail outlet is closely monitored with reference to
continuous increase in rental and other operating costs.

The management has launched various marketing programs for
promoting the brand mademoiselle, which provides variety of
contemporary, clean and trendy European designs to the
customers. With focus on collections of accessories, including
handbags and shoes, mademoiselle had provided to the
customers additional choices and fuller ranges of products with
unique and exclusive designs.

At 31 March 2006, the Group retained in Taiwan market 5
MOISELLE stores (2005: 5), in Taipei City and Taoyuan County.
The Taiwan business has kept the improvement in line with the
growth in the Greater China market.
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During the year, the Group opened its first store in Macau. The
Group will continue to explore new potential markets for the
expansion of the retail business of various brands under the
Group.

RECOGNITION

The Group has been awarded the 2005 Hong Kong Top Brand
Award by The Chinese Manufacturers’ Association of Hong Kong
and Hong Kong Brand Development Council, and the Certificate
Award for the Best Brand Enterprise 2006 by the Hong Kong
Productivity Council. The Company has also been awarded Hong
Kong Outstanding Enterprises 2005 by Economic Digest. The
awards reflected the recognition of the performance of the Group
in the market and the management’s efforts in achieving higher
standard of effective and efficient management.

FINANCIAL REVIEW

Overview

The Group’s turnover increased by approximately 7% to
approximately HK$311,617,000 (2005: HK$292,124,000) during
the year ended 31 March 2006 as compared with 2005. As the
sales network in China continued to expand, the revenue of the
region outside Hong Kong increased by 46% to approximately
HK$108,794,000 (2005: HK$74,501,000) during the year under
review. The exploration of the markets outside Hong Kong had
successfully increased the segment turnover ratio from
approximately 26% of 2005 to approximately 35% for the year
ended 31 March 2006.

Due to the decrease in retail floor area in Hong Kong during the
financial year under review, the revenue earned from Hong Kong
segment decreased by approximately 7% to HK$202,823,000
(2005: HK$217,623,000).

During the year under reviewed, the Group’s gross profit margin
was approximately 75.8%, as compared to approximately 76.1%
of the previous year. Operating expenses for the year ended 31
March 2006 totaled approximately HK$164,311,000, compared
to approximately HK$146,519,000 for 2005, increased by
approximately 12%. The overall operational efficiency is lowered
and the operating margin has decreased to 24.3% (2005: 27.6%).

MOISELLE EFEB&E

WAY-

& A IR 2 A Moiselle International Holdings Limited | 7



(N

Management discussion and analysis
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The profit for the year ended 31 March 2006 was approximately
HK$78,811,000 (2005: HK$75,757,000), increased by
approximately HK$3,054,000, 4%. The increase was mainly
attributed to the net valuation gains on properties.

Liquidity and financial resources

During the year, the Group financed its operations with internal
generated cash flows. 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. At the end of the year, the
Group’s aggregate fixed deposits and cash balances amounted
to approximately HK$93 million (2005: HK$96 million). As at
31 March 2006, the Group maintained aggregate composite
banking facilities of approximately HK$48 million (2005: HK$53
million) with various banks, of which approximately HK$3
million (2005: HK$2 million) were utilised.

The Group continues to enjoy healthy financial position. As at
31 March 2006, the current ratio (current assets divided by
current liabilities) was approximately 5.7 times (2005: 6.4 times)
and the gearing ratio (aggregate of bank borrowings and finance
lease payables divided by shareholders’ equity) was
approximately 1.7% (2005: 1.6%).

Charge on assets

As at 31 March 2006, investment properties and leasehold land
and buildings with a carrying value of approximately HK$82
million (2005: HK$73 million) were pledged to secure mortgaged
loans and banking facilities granted to the Group.

Contingent liabilities

As at 31 March 2006, 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 approximately HK$7 million (2005: HK$6 million).

EMPLOYEES

The Group employed 1,010 (2005: 693) employees in Hong
Kong and the PRC as at 31 March 2006. Salaries of employees
are maintained at competitive levels while bonuses are granted
on a discretionary basis. Other employee benefits include
medical insurance, mandatory provident fund, statutory insurance
cover, training programmes and a share option scheme.

ANNUAL REPORT 2006 % & % I



