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Review of Operations

The Greater China market continued to be the base of the Group
during the year under review. In Hong Kong, the Group operated
21 MOISELLE and 11 imaroon retail outlets as at 31 March 2004
(2003: 22 MOISELLE, 12 imaroon and one M.kids). The Group
had focused on the product development and increased relevant
resources in the designers’ team during the year. The variety of the
products provided by the Group had been increased to include fur,
leather apparel and more evening dresses. Besides, the Group had
relocated certain retail outlets to districts of high pedestrian flows,

such as Tsimshatsui and Central.

As at 31 March 2004, there were totally 36 MOISELLE stores in
the PRC (2003: 31 MOISELLE and one imaroon). New locations
of stores included cities of Wuhan, Nanning, Xiamen, Panjin, Xian,
Hefei, Suzhou, Daqing and Huzhou. The Group had also expanded

the store network in cities of Beijing, Guangzhou and Shenzhen.

Concerning Taiwan region, there were six (2003: five) MOISELLE
stores in Taiwan at the end of the year. Due to the adverse effects
of the severe acute respiratory syndrome (“SARS”) during the year
and the time required to build up the brand image in the new
market, the development of MOISELLE in Taiwan market was still
in the initial phase of penetrating into the niche market of fashion

apparel with feminine and versatile designs.

The first store of MOISELLE in the northern American region had
been opened in December 2003 in Canada. The Group had continued
to explore other regions as to the possibilities of market

diversification in geographical distribution of the Group’s products.

The impacts brought by the outbreak of SARS had slowed down
the progress of development of the Group. The management had
implemented effective cost management strategies to minimize the
downside effects. Nevertheless, being benefited from the restoration
of the retail market in Hong Kong in the second half of the financial
year, the Group had been able to improve the turnover and present

a better overall financial performance as compared to last year.
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Recognition

The brand MOISELLE has been awarded Superbrand following a
strict selection process by the Hong Kong Superbrands Council in
2004. The award provided evidence of recognition, acclamation
and loyalty to the Group from its customers. The Group would
continue to provide prestige brand choice to its customers in various

markets.
Financial Review
Overview

The Group’s turnover increased by approximately 4% to
approximately HK$227,186,000 (2003: HK$218,203,000) during
the year ended 31 March 2004 as compared with 2003. As the
franchise network in the PRC continued to expand, the revenue of
the region outside Hong Kong increased by 30% to approximately
HK$51,560,000 (2003: HK$39,578,000) during the year under
review. The exploration of the markets outside Hong Kong had
successfully increased the segment turnover ratio from
approximately 18% of 2003 to approximately 23% for the year
ended 31 March 2004. Due to the worsened economic environment
during the first half of the financial year in the local retail market,
the revenue earned from Hong Kong segment decreased slightly by

approximately 2%.

During the year under review, the Group’s gross profit margin was
approximately 74.6%, as compared to approximately 73.4% of the
previous year. The slight increase of approximately 1.2 percentage
points could be attributed to the increase in higher margin products

sold during the year, e.g. fur, leather apparel and evening dresses.

Operating expenses for the year ended 31 March 2004 totaled
approximately HK$123,260,000, compared to approximately
HK$124,799,000 for 2003, slightly decreased by approximately
1.2%. The management had exerted effective measures to manage
the level of expenditure during the year and was dedicated to
improve the operating margin from approximately 17% of the

previous year to approximately 21% of the year under review.
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The profit attributable to shareholders for the year ended 31 March
2004 was approximately HK$47,253,000 (2003 restated:
HK$32,979,000), increased by approximately HK$14,274,000, 43%.
The increase was mainly attributed to the increase in turnover and
the improvement of the gross margin, whilst at the same time similar

level of operating expenses was maintained.

Liquidity and financial resources

During the year, the Group financed its operations with internally
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$92
million (2003: HK$62 million). As at 31 March 2004, the Group
maintained aggregate composite banking facilities of approximately
HK$65 million (2003: HK$69 million) with various banks, of which
approximately HK$2 million (2003: HK$2 million) were utilised.

The Group continues to enjoy healthy financial position. As at 31
March 2004, the current ratio (current assets divided by current
liabilities) was approximately 5.8 times (2003: 6.4 times) and the
gearing ratio (aggregate of bank borrowings and finance lease
payables divided by shareholders’ equity) was approximately 17.5%
(2003 restated: 20.3%).

Charge on assets

As at 31 March 2004, investment properties and leasehold land
and buildings with a carrying value of approximately HK$67 million
(2003: HK$47 million) were pledged to secure mortgaged loans
and banking facilities granted to the Group.
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Contingent liabilities

As at 31 March 2004, 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$36 million (2003: HK$32 million).
Employees

The Group employed 696 (2003: 655) employees in Hong Kong
and the PRC as at 31 March 2004. Salaries of employees are
maintained at competitive levels while bonuses are granted on a
discretionary basis. Other employee benefits include mandatory
provident fund, statutory insurance cover, training programmes and

a share option scheme.
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