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LIQUIDITY AND CAPITAL RESOURCES

The Group has an excellent level of liquidity as well as a
strong financial position. Cash and bank balances amounted
to HK$803 million as at December 31, 1999, compared with
HK$339.8 million in the previous year. The working capital
of the Group also increased by 9% to HK$762.3 million.

Inventories decreased to HK$237.7 million, compared with
HK$311.2 million a year earlier. Inventory turnover on sales
further improved from 44 days to 28 days. Capital investment
was increased to HK$119 million from HK$53.2 million in
1998. The increase was mainly due to outlets expansion and
renovation of existing outlets to complement to new image.

In terms of the Group’s long term financial position,
shareholders’ equity increased from HK$1,111.1 million to
HK$1,250.8 million at the end of the year, after the payment
in August 1999 of the interim dividend of HK$45.7 million
and allowing for HK$197.8 million for the proposed final and
special dividends totalling 28 HK cents (assuming the scrip
option is not exercised by any shareholder). The return on
average equity was 30.5% compared with 7% a year earlier.
Long term finance lease obligation decreased to HK$22
million from HK$26.3 million in 1998. The obligation is
denominated in Renminbi and payable by fixed monthly
instalments at an annual interest rate of 12% until 2005 for
the purchase of a leasehold land and building in Mainland
China. The outstanding liability in Renminbi is unhedged. As
at December 31, 1999, the Group’s total debt to equity ratio
was 0.5 compared to 0.3 reported last year.

The management is confident that the Group has sufficient
funds to meet its operation requirements and future
opportunities. If necessary, the Group can draw upon its
financial resources, which include cash and short term
deposits, as well as trade finance and revolving loan facilities
from five major banks totalling HK$385.8 million. As at
December 31, 1999, the Group had not utilized any of the
loan facilities.
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