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Chairman’s Statement

Dear Shareholders,

The unpredictable events and volatile environment Asia has
witnessed in the past 20 months have not only reminded the world
the importance of sound fundamentals, but have also highlighted
the increasing importance of contingency leadership and crisis
management in business.

In fiscal 1998, our goal was to ensure that your Company would be
well-sheltered from the instability experienced in the region by
keeping the Company in a strong cash position and by reducing its
inventory risk. We attained that goal and managed to be profitable
in all our major markets.

Our cash balance went from HK$192.2 million at the end of fiscal
1997 to HK$339.8 million at the end of fiscal 1998. Our inventory
balance was reduced from HK$399.6 million at the end of fiscal
1997 to HK$311.2 million at the end of fiscal 1998, and our inventory
turnover days on sales, an important measure of “product
efficiency”, improved from 48 days throughout fiscal 1997 to 44
days throughout fiscal 1998.

We take pride in our staff's unrelenting effort in achieving what we
have accomplished in 1998 against the backdrop of unprecedented
negative operating conditions. Not only were they successful in
meeting prudent cash and inventory management targets, they
were also effective in gradually improving overall gross margins.
Profit attributable to shareholders was HK$76.1 million in 1998,
compared with HK$68.0 million in 1997. | refer you to the
Management's Discussion and Analysis Section of this Annual
Report for details.

To be consistent with our past dividend policy, the directors have
resolved to recommend a final dividend of 3.5 cents per share for
1998.

We believe that the key to future growth is in building on the
foundation and momentum we have fostered over the years,
enhancing brand image by improving in the details that will amplify
our message to the customers, and making the Giordano brand
instantly recognized in all its markets for value, quality, easy styles
and outstanding service. Your management team is committed to
providing our customers with the right merchandise at the right
time at the right price in a convenient and friendly shopping
environment.

Significant expenditure will be invested in the next couple of years
on shop refurbishment. Our strong cash position will allow us to
do it without any external financing. [n addition, we are also vigilant









