CHAIRMAN'S STATEMENT
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We were pleased with our performance for the first six months of fiscal
1997. The strategy put forth by our management and sales associates
and its implementation paid off handsomely when compared to fiscal
1996. However, the second half of the year, from July to December
1997, presented a challenge that we had not encountered since we
became a listed company. The economic crisis that gripped Asia this
past year threw her into turmoil. Currencies crashed, consumer
confidence waned, customers reprioritised their spending and tourism
suffered throughout the region. This took its toll on most industries,
hitting the retail sector especially hard.

The Group was hard hit due to its extensive regionalisation and thus
exposure to Asian currencies devaluation. The profit attributable to
shareholders in 1997 was decreased by 74% to HKS$68.0 million.
Although the Group is virtually debt-free and is in a stronger cash
position than last year, the Board does not recommend the payment of
a final dividend in view of the present business environment.

A regional business magazine in Juna 1997 ranked Giordano the 14th
most competitive company in Asia. What happened in 1997 was ample
demonstration of why we deserve such ranking. We were tested at
every turn and emerged profitably through the efforts of management
who moved swiftly to adopt cost control strategies and implemented
immediate, stringent inventory controls. A more detailed discussion of
strategies and operations can be found in the "Management's
Discussion and Analysis” section.

We continue to see retailing as a 365 day business and therefore we
have products that are timeless and only require subtle improvements
over the years. It is here in our attitude and our understanding of the
customers that our passion exists and allows us to do something few
companies have honestly achieved. Qur management flexibility is one
of our key strengths. This has allowed us to grow rapidly and will serve
us well in the coming years.

We will continue to strive to establish retail practice standards in
service and operations. We are committed to improving our inventory
efficiency. By the end of 1997 our inventory turnover on sales was
reduced to 48 days, compared to 58 days for 1996.
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CHAIRMAN'S STATEMENT

We have enterad 1998 in sound financial health with the ability to
weather this economic storm. | am confident and expect that we will
emerge in the next twelve months to be in an excellent position to take
additional market share and further the distance between Giordano and
its competitors. Qur position in the market has been fiercely challenged
over the last three years by “me-too” and “also-ran” concepts. These
competitors, however, do not share the same value propositions,
passion, commitment and experience to deliver value and problem
solving for customers that we possess at Giordano. We are in it for the
long haul. The decisions and initiatives that we are embarking on now
will further our brand equity.

The Company will continue to implement its long tested corporate
values of simplicity, service, speed and value for money. The
fundamental concept of the Company remains strong; to deliver casual
basics with an outstanding range of colour in a convenient, friendly,
service-oriented environment on a value for money premise. We are
committed to this and its future.

When you buy a share of Giordano this is what you are buying into. The
helief that companies that work passionately and with integrity to solve
customers' problems and deliver solutions with true value will stand the
test of time.

Going forward we will continue to work towards geographic
diversification of markets, focusing on our core categories and
concentrating on product oriented marketing advertisements, taking
advantage of footholds we have established to further the Giordano
brand awareness in these regions and establishing new footholds in
emerging markets around the globe. It is our intent to grow
internationally in the years to come and become a true global brand.

On behalf of the Board, | extend my gratitude to our shareholders for

their understanding, to our staff for their perseverance and to our
suppliers for their loyalty.

LAU KWOK KUEN, PETER
Chairman

14th May, 1998
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