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Dear Shareholders,

As we bid farewell to the old millennium and welcome the

new, your Company’s management has once again proved

its resilience by navigating your Company through a lengthy

period of regional recession. Not only has your Company

survived this unprecedented economic storm, it has become

stronger than ever.

Profit attributable to shareholders rose to a record high of

HK$360.0 million (1998: HK$76.1 million) and turnover for

the year was a respectable HK$3,092.2 million (1998:

HK$2,609.2 million). Cash and bank balances at the end of

the year were HK$803.0 million (1998: HK$339.8 million)

and the average inventory turnover, measured in days, was

28 (1998: 44), testimony of prudent financial stewardship.

The Board has recommended a final dividend of 11.0 HK

cents, plus a special dividend of 17.0 HK cents, both with a

scrip option, a gesture to reward our valued shareholders.

The year 1999 challenged management to come through

with re-positioning of the Giordano brand in the face of

uncertain consumer demands and to actualize new

opportunities, laying ground for longer term growth.

As pledged, the management successfully entered Australia

and Indonesia, markets having different characteristics but

both with promising prospects. We believe that substantial

performance from these two new markets will come about

by 2002.

New lines, including Giordano Ladies, Giordano Junior and

Bluestar Exchange, our new brand targeting family shoppers

who look for exceptional value, were either greatly reinforced

or aggressively launched. These lines will pay off handsomely

in the near future.
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Restructured merchandising systems, coupled with closer

alliances with our suppliers, have yielded tremendous value

to our customers. Innovative efforts will continue to unleash

hidden value in the entire supply chain.

On people development, our Management Trainee Program

has borne fruits, producing a new crop of solid managerial

talents, well initiated in customer service and frontline

operations. We believe that these young men and women

will become your Company’s core team in the next five years.

At the same time, we were also fortunate to have attracted

seasoned and experienced retail executives to our new

markets and business start-ups.

Into the new millennium and uncharted waters, your

Company must now face up to its biggest challenge —

serving the digitized customers in the new digital economy.

It is prudent for us to be sober in the understanding of the

real implications of the interaction of the excitement of

electronic trade, accelerating globalization, and the rapid

changes in consumer preferences. Your Company is fully

aware of both the opportunities and threats lying ahead and

is forging alliances with strategic partners to ensure that we

will be in a position to effectively deal with them.

Giordano is a truly unique organization. Our passionate,

devoted colleagues and associates all over the world are

focused in creating a World Brand that will be associated

with superb customer service, easy-to-understand offerings,

and great product value. Your continuing trust and support

will be the best motivation and reward to them all.

LAU KWOK KUEN, PETER

Chairman

March 2, 2000
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