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MANUFACTURING

Sales turnover, including sales to internal customers,
amounted to HK$564.9 million, down 9.6% compared with
1998. The Manufacturing Division had to rely more from
within the Group for production orders. Sales to outside
customers decreased from 50% to 35.5% of total sales.
Nevertheless, the Manufacturing Division provided only 22%
(1998: 27%) of the needs of the Giordano brand due to a
more aggressive outsourcing program by the Retail Division.

As a result of internal efficiency programs, net profit
contribution to the Group amounted to HK$30.8 million, an
increase of 188.6% over 1998. The measures which helped
us achieve a turnaround situation included:

(1) Stringent cost control — an aggregate HK$47 million
was saved from reducing overhead costs and operating
expenses. Consequently, we were able to increase our
profits despite mounting pressure on margins in a
buyers’ market.

(2) Sound inventory management — a reduction of HK$53
million in inventory was achieved and stock turnover
days improved to 57.

(8) Shutting down the Philippines factory — having
considered excess capacity in an uncertain market,
unacceptable efficiency and escalating costs, the
factory was closed in mid 1999. Closure costs
amounted to HK$20.8 million had been charged to 1999
profit and loss account.

The outlook for our Manufacturing Division is as follows:
(1) Regional economic recovery will boost overall demand.

(2) Strengthening of the various currencies will make Mainland
China an ideal country to place orders. In fact, surging
orders have been received from Japan and Korea recently.

(8) The imminent admittance of Mainland China into the WTO
will enhance the cost effectiveness of our exported
products as the WTO trade partners will begin to abolish
the quota system in their bilateral agreements with
Mainland China.
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KNITWEAR DIVISION

Sales (HK$m)

REEZBRLEE (F4)

Monthly capacity
at year end
('000 dozens)
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Percentage of sales to:
The Group
Third Parties

Hong Kong

USA

Japan

Philippines

Mainland China

Others

WOVEN DIVISION

Sales (HK$m)

REEZBREEE (TH)

Monthly capacity
at year end
(’000 pieces) 520

N (=

Number of workers 2,915
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Percentage of sales to:
The Group
Third Parties

Japan

Hong Kong

Korea

Others
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