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BB EE FINANCIAL HIGHLIGHTS
BEAA=1THLEAEA
Six months ended June 30
2002 2001
(RBE &) (REE %)
(Unaudited) (Unaudited)
REXE OPERATING RESULTS
BEE(BEET) Turnover (HK$ million) 1,760 1,741
rEwEN (BEET) Operating profit (HK$ million) 210 196
BREEGRR (F2%T) Profit attributable to shareholders (HK$ million) 194 191
BREN PER SHARE DATA
W& A — &R GEAL) Earnings per share - Basic (HK cents) 13.5 13.3
FRPERE CBL) Interim dividend per share (HK cents) 4.5 4.5
B gt & FINANCIAL RATIOS
FERHEEE (FE) Inventory turover on sales (days) 32 26
88 B 3R X Return on total assets 8.4% 9.1%
THRE#EZEHRE Return on average equity 11.1% 12.2%
5% B K Return on sales 11.0% 11.0%

E B R B B 8 R & H
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UNAUDITED INTERIM RESULTS

The board of directors of Giordano International Limited (the “Company”)
is pleased to announce that the unaudited condensed consolidated results
of the Company and its subsidiaries (the “Group”) for the six months
ended June 30, 2002 along with comparative figures for the corresponding

period and selected explanatory notes are as follows:

CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT

BEAA=1tHLEAEA
Six months ended June 30

2002 2001
(B#&R&EFIS - (In HK$ millions, B 2 (REBE R (REE %)
KEagEETREN) except earnings per share) Note (Unaudited) (Unaudited)
BEH Turnover 2 $1,760 $1,741
& B AR Cost of sales (927) (971)
EH Gross profit 833 770
Hipls Other revenue 47 68
2 BER Distribution, administrative and
HimEE B8R other operating expenses (670) (642)
e m A Operating profit 3 210 196
HEER Finance expense 4 (3) )
FE G B & R AR A Share of profits of associated companies 43 40
B 35 A1 g A Profit before taxation 250 234
A Taxation 5 (45) (40)
B B0 1% s A Profit after taxation 205 194
DERE R Minority interests (11) (3)
AR R PE A8 A Profit attributable to shareholders $ 194 $ 191
g Dividends 6
T /ZTTTHF 2001/2000
R H R R Rl R B final and special $ 137 $ 157
ZEEF /T —F 2002/2001
HHIR S interim $ 65 $ 65
FRAEF Earnings per share 7
AR Basic 13.5¢ 13.3¢
&5 Diluted 13.3¢ 13.2¢

E B R B B 8 R & H
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CONDENSED CONSOLIDATED BALANCE SHEET

AB=tE ft-A=t-H

June 30 December 31
2002 2001
B 3 (REEER (& =)
(UEEEBTAEN) (In HK$ millions) Note (Unaudited) (Audited)
BE ASSETS
EREBEE Non-current assets
Bl EEE Fixed assets 8 $ 643 $ 665
BE DA ER Interest in associated companies 242 203
HEBRFKE Rental prepayment 92 94
977 962
REEE Current assets
rE Inventories 311 283
JRE Uiz B 3R Trade receivables 9 113 126
Hih WK - 3Tek Other receivables, deposits and
B R prepayments 322 421
ReEMETER Cash and bank balances 13 598 579
1,344 1,409
HWEE Total assets $2,321 $2,371
EakEaE EQUITY AND LIABILITIES
BAR&#E Capital and reserves
2 Share capital 10 $ 72 $ 72
1 Reserves 1,653 1,486
¥Rz 8 Proposed dividends 6 65 137
1,790 1,695
YRR ER Minority interests 52 51
ERBEaE Non-current liabilities
RHEE Long-term liabilities 11 1 14
FEBaE Current liabilities
JE 1+ R 3R Trade payables 12 209 331
HihENRRENER Other payables and accruals 159 158
EHEBEZ R Current portion of long-term liabilities 11 5 5
RITERREX Bank loans and overdrafts 56 84
I8 Taxation 39 33
468 611
BREZREE Total equity and liabilities $2,321 $2,371

E B R H
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

BEAA=1tHLEAEA
Six months ended June 30

2002 2001
Bt (REE®R (EX7 R
(UEEBTAEN) (In HK$ millions) Note (Unaudited) (Restated)
REXEB 2R RANFE Net cash inflow from operating activities $199 $241
REXEBZRSRHFHE Net cash outflow from investing activities (19) (236)
MEXEB 2R LFHE Net cash outflow from financing activities (177) (151)
RekReFEZ Increase/(decrease) in cash
2 Cad) and cash equivalents 3 (146)
R—A—BZzH&k Cash and cash equivalents
ReEEET at January 1 537 591
INEEEREH 2TE Effect of foreign exchange rate changes 13 (15)
RANAZTHZRER Cash and cash equivalents
ReEEET at June 30 13 $553 $430

3 n B os B 2 7 Giordano International Limited
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BA
BEGE
BABH Capita RAEE ERHE HtBE REEN
(REER) (Unaudited) Contributed redemption ~ Share Exchange  Other Retained a5
(WBEATRER) (In HKS milions) surplus  reserve premium  reserve reserves  profits Total
R-TE-45-5-8 At January 1, 2001 $383 S48 $(9 90 $661  §1486
g Profit for the period - - - - - 191 191
BRESET 2 2 Premium on issue of shares under
BhER share option scheme - - 8 - - - 8
ZERTERBRENRE (Hi6) 2000 final and special dividends (Note 6) - - - - - (157) (157
BONHERE R Exchange adjustment on
ARAKRE franslation of overseas subsidiaries
LERHE and branches - - - (24 - - (24
RZEE-FRA=1H At June 30, 2001 $383 $ $456 $123) $90 $695 $1,504
BA
BEGE
BABH  Capita RAEE ERHE HAtBE REEN
(REER) (Unaudited) Contributed redemption ~ Share Exchange  Other Retained 5
(WEEETRENR) (In HKS millions) surplus  reserve premium  reserve reserves  profits Total
RZEE-F-f-H At January 1, 2002 $383 $ $456 $(125) $127 $779 $1,628
B Profit for the period - - - - - 194 194
BRESET 2 2 Premium on issue of shares under
BhER share option scheme - - B - - - 8
ZER-ERERENRE (Hi6) 2001 final and special dividends (Note 6) - - - - - (137) (137
BOHERE R Exchange adjustment on
ARAKRE translation of overseas subsidiaries
LEREE and branches - - - 32 - - 32
RZEE-_ERA=1H At June 30, 2002 $383 $3 $462 $(93) $127 $836 $1,718

E B R
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

1.

Principal accounting policies

These unaudited consolidated condensed interim financial statements
are prepared in accordance with Hong Kong Statement of Standard
Accounting Practice (“SSAP”) 25, Interim financial reporting, issued
by the Hong Kong Society of Accountants.

These condensed interim financial statements should be read in
conjunction with the 2001 annual financial statements.

The accounting policies and methods of computation used in the
preparation of these condensed interim financial statements are
consistent with those used in the annual financial statements for the
year ended December 31, 2001 except that the Group has changed
certain of its accounting policies following its adoption of the following
SSAPs issued by the Hong Kong Society of Accountants which are
effective for accounting periods commencing on or after January 1,
2002:

SSAP 1 (revised

(

SSAP 11 (revised
(
(

Presentation of financial statements
Foreign currency translation

)
)
)
)

SSAP 15(revised Cash flow statements
SSAP 25 (revised Interim financial reporting
SSAP 33 Discontinuing operations
SSAP 34 Employee benefits

The significant changes in the Group’s accounting policies resulting
from the adoption of these new practices are set out below :

(a) SSAP 11 (revised) : Foreign currency translation

In prior periods, the financial statements of overseas subsidiaries
and branches at the year end are translated into Hong Kong
dollars at the rate of exchange ruling at the balance sheet
date. Exchange differences arising on the translation of share
capital (including long-term loans which are as permanent as
equity in nature) and opening reserves of these entities are
taken directly to exchange reserve. With effect from January 1,
2002, the Group adopted a new accounting policy of translating
the profit and loss accounts of overseas subsidiaries and
branches at an average rate for the period, in order to comply
with SSAP 11 (revised).

Giordano International Limited
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(b) FEGHR(EER) : HERER
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(b) SSAP 15 (revised) : Cash flow statements

The presentation and classification of items in the cash flow
statement have been changed due to the adoption of SSAP 15
(revised). As a result, cash flow during the period has been
reclassified by operating, investing and financing activities. For
the six months ended June 30, 2001, net cash outflow from
taxation and interest paid of approximately HK$29 million have
been reclassified as operating cash flow, dividend and interest
received of approximately HK$20 million have been reclassified
as investing cash flow and dividend paid of approximately
HK$157 million has been reclassified as financing cash flow.

EEERDIBER 2. Turnover and segment information
EREBHHE D  AEBZEEER An analysis of the Group’s turnover and operating profit by business
KE G2 DTMT segments is as follows:
BEXNA=THLEREAR
Six months ended June 30
2002 2001
(REEZ) (REE R E &3 E &3
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
&% Al R A
EEHE Operating EE Operating
(U BZFrTAREIL) (In HK$ millions) Turnover profit Turnover profit
TERDHEEK Retail and Distribution $1,656 $167 $1,638 $158
KX Manufacturing 392 39 350 31
HER Other operation = 4 _ 7
B o BEEE Less: Inter-segment sales (288) - (247) -
$1,760 $210 $1,741 $196
3 o B os B 2 7 Giordano International Limited
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ERMESHE D  AEEBZEER The geographical segments of the Group’s turnover is as follows:
LN
BEXNA=THLEAREA
Six months ended June 30
2002 2001
(REE®R (REER
(LB EBTAEN) (In HK$ millions) (Unaudited) (Unaudited)
B K B Mainland China $ 410 $ 378
B Hong Kong 405 389
=) Taiwan 359 405
¥ Singapore 177 169
# Korea 108 146
BR Japan 89 88
Hipih[@ Other territories 212 166
$1,760 $1,741

MREAERE D BN BERE L
BELPETEEAEZR - ST &L

BB EE D ZBmM AN o

:ﬁ% /"%U

REBMESHE TR

There is no major disparity in the ratios between turnover and profit
in relation to the above geographical locations, hence no analysis
was presented on profit contributions from the above geographical
locations.

Operating profit

The operating profit is stated after charging:

BEAA=1tHLEAEA
Six months ended June 30

2002 2001
(REE®R (REER
(UEEEBTAEN) (In HK$ millions) (Unaudited) (Unaudited)
BEREE Depreciation of owned
BERE fixed assets $56 $51
MEMEEZ Depreciation of fixed assets held
BEEENE under finance leases 2 2
HEBRTEERBRE Loss on disposal of fixed assets 2 -

E B R B B &
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Al E & A Finance expense
BEAA=1THLEAEA
Six months ended June 30
2002 2001
(RBER (REEZ)
(UEEBTAEN) (In HK$ millions) (Unaudited) (Unaudited)
REMEEZFE Interest element of finance leases $2 $2
RITERZFE Interest on bank loans 1 -
$3 $2
HIE Taxation
EAFGHEE ST -_FA=THL Hong Kong profits tax is calculated at the rate of 16 percent (2001:

/\1|ﬂ21au+m%mmuwa S N

16 percent) on the estimated assessable profits for the six months

(ZEZE—F: Aozt ZHERFE - ended June 30, 2002. Overseas taxation is calculated at the rates
BN B BRI R A R E R 2 B EG applicable in the respective jurisdictions.
é o
BEANB=1THILAHER
Six months ended June 30
2002 2001
(REEE R (REEE®)
(UBEBTAEL) (In HK$ millions) (Unaudited) (Unaudited)
RAIRMBARA Company and subsidiaries :
BAENGEH Hong Kong profits tax $9 $ 7
BN TE Overseas taxation 22 21
iR /NI Associated companies :
BN TE Overseas taxation 14 12
$45 $40

ASEREARBREBHAIXLAR
Giordano AR Z st ER - ZHFECW
BHRERZER  T2HRUAMBIEREX
W o

E B R B B 8 R & H

The Group has claimed deduction on certain royalty payments on
the use of Giordano trademark. The claim has been fully settled with
the Inland Revenue Department and has been fully reflected in the
financial statements.

Giordano International Limited
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BRE Dividends
BEXNA=THLEAREA
Six months ended June 30
2002 2001
(REE®R (REER
(UEEBTAEN) (In HK$ millions) (Unaudited) (Unaudited)
BERE-_ZT-FRERE 2001 final dividend, paid,
BRAEELEE R of 4.5 HK cents
(ZZZZ2F  gRBBAW) (2000 : 6.0 HK cents)
per share $ 65 $ 86
BERE-_ZZT-FRAIRKRE 2001 special dividend, paid,
BRE® R of 5.0 HK cents
(ZZTZF  gRBBRN) (2000 : 5.0 HK cents)
per share 72 71
137 157
R 2 A S Proposed interim dividend
— BRBE IR - 4.5 HK cents
(ZZET—F : gRBEEEA) (2001 : 4.5 HK cents)
per share 65 65
$202 $222

R-ZZBZE_FNANBBRTZEZESS
L EZERTHBRESREEOED
il o bt B P B3R S R B A R A 7
BEZENBREPRE  BERGBEABE
—EE A+ A=+ -BLEEERFR
Flep iR

E B R B B F R 2

At the board meeting held on August 8, 2002, the directors declared
an interim dividend of 4.5 HK cents per share. This proposed interim
dividend is not reflected as a dividend payable in these condensed
interim financial statements, but will be reflected as an appropriation
of retained profit for the year ending December 31, 2002.

@ Giordano International Limited
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Earnings per share

The calculation of basic and diluted earnings per share are based
on the unaudited consolidated profit attributable to shareholders for
the period of HK$194 million (2001: HK$191 million).

The basic earnings per share is based on the weighted average of
1,437,266,456 shares (2001: 1,433,520,946 shares) in issue during
the six months ended June 30, 2002.

The diluted earnings per share is based on 1,437,266,456 shares
(2001: 1,433,520,946 shares) which is the weighted average number
of shares in issue during the six months ended June 30, 2002 plus
the weighted average of 16,832,913 shares (2001: 17,543,954
shares) deemed to be issued at no consideration if all outstanding
share options granted under the share option scheme of the Company
had been exercised.

BE&EE Fixed assets

AA=+tH +ZA=+—42

June 30 December 31

2002 2001
(RRE R (BER)
(LB EEBTAEN) (In HK$ millions) (Unaudited) (Audited)
Bz RmFEE Opening net book value $665 $453
HhEZES Translation difference 8 (7)
NE Additions 31 332
WEEH B A A Acquisition of subsidiaries = 2
& Disposals (3) (4)
nE Depreciation (58) (111)
R REFE Closing net book value $643 $665

E B R B B F R 2
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FE Ui BR X 9. Trade receivables
RReRERHEEN  AEBEEEERER Other than cash and credit card sales, the Group normally allows an
THRTEHBEHEFPFH A THEED - average credit period of 60 days to its trade customers.
UTAREKRESERZRE DT : The ageing analysis of trade debtors is as follows:
AB=+HB +Z-A=+—8H
June 30 December 31
2002 2001
(REE®R (& &%)
(UEEEBTAEN) (In HK$ millions) (Unaudited) (Audited)
0-30H 0 - 30 days $ 89 $ 94
31-60H 31 - 60 days 20 27
61-90 H 61 - 90 days 2 3
#90 H Over 90 days 2
$113 $126
i 10. Share capital
B EE EBER
(BRR17 2B - (In HK$ millions, Number Ordinary
B E#TREN) except number of shares) of shares shares
—ETE-F—-H—H Opening balance
Z B at January 1, 2002 1,436,028,518 $72
AT AR Em Issue of shares pursuant to
BT D exercise of share options 3,816,000 -
ZEE-FAA=TH Closing balance at
Z R June 30, 2002 1,439,844,518 $72

E B R B B F R 2
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11. REERE
REFR - ZE-_FA=THZEHE
EEFRTER BEMEEHKLEMBE
R oMBBEERBENT

11. Long-term liabilities

Included in the Group’s long-term liabilities at June 30, 2002 are
bank loans, finance lease and other borrowings, which are repayable

as follows:

RITER
Bank loans
ANB=+tH +t-A=+—8H

REHEERREMER
Finance lease
and other borrowings
AA=tH tZA=+—H

June 30 December 31 June 30 December 31
2002 2001 2002 2001
(RRER) (&R (RRER (EER)
(ABBFETAEI)  (In HKS millions) (Unaudited) (Audited) (Unaudited) (Audited)
—FR Within one year $1 $ 1 $ 4 $ 4
F-FER In the second year - - 7 10
£=% In the third to
EREFER fifth year inclusive - - 4 4
1 1 15 18
W RBaE Less : Current portion of
ZmEE S long-term liabilities (1) 1) (4) )
$ - $- $11 $14

12. BARRR
NTRENESER KR

12. Trade payables

The ageing analysis of trade creditors is as follows:

AA=Zt+H tZA=t+—H

June 30 December 31

2002 2001
(REER (&R
(XBBETREN) (In HK$ millions) (Unaudited) (Audited)
0-30 H 0 - 30 days $130 $ 227
31-60 H 31 - 60 days 32 52
61-90 H 61 - 90 days 28 24
#90 A Over 90 days 19 28
$209 $ 331

E B R B B 8 R & H
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ReRkBReEEETEIN 13. Analysis of balances of cash and cash equivalents
~A=+AH
June 30
2002 2001
(REE R (REEE R
(UEEBTAEN) (In HK$ millions) (Unaudited) (Unaudited)
bk &iﬁﬁ 1 Cash and bank balances $598 $589
B FER =f&A Less : Bank deposits with maturity
L/(JZi‘J/H\HZ over three months from
17 HF R date of deposits (3) (159)
595 430
RITER Bank loans 56 -
B EBEBRAERA Less : Bank loans repayable over
REE = A three months from
N EZRITER date of advance (14) -
42 -
FReERECEE Net cash and cash equivalents $553 $430
HEENRABHEERFRBEE 14. Total assets less current liabilities and net current assets
AEBR -_ZEZ-_FXA=1tEBR The Group's total assets less current liabilities amounted to HK$1,853
—EE-F+_A=+—-BIZHBEEANR million and HK$1,760 million at June 30, 2002 and December 31,
nBEEIRNAEE T \EAT=ZBEE8T 2001 respectively. The Group’s net current assets, defined as current
REBESTLEEATETL - AEER assets less current liabilities, amounted to HK$876 million and
TEE_FRNAZFTHRZEE—F HK$798 million at June 30, 2002 and December 31, 2001
+tZR=FT—HZERBDEERNTRDHE respectively.
ENMBRTEBHARE) 2R ABENELTA
BEETRARLENTNAEET -

E B R B B F R 2
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15.

Commitments
(a) Commitments under operating leases

At June 30, 2002, the Group had future aggregate minimum
commitments under operating leases in respect of retail shops,
office premises, factories and warehouses as set out below:

Operating leases which expire:

AA=tH +T-A=1+—8
June 30 December 31

2002 2001
(RBER (48 &= H%)

(UEEEBTAEN) (In HK$ millions) (Unaudited) (Audited)
—FR Within one year $ 410 $380

—Fi& After one year but

BREFR within five years 624 535
HFUE Over five years 34 23
$1,068 $938

(b) SNERH

RZBEE-_FXAZ+HARZZEE—
F+ZA=+—H AEEHHAF
EBHE B TABEERAINE
EBHNBEIRABE=T-_EELR

BE=TF BB

16. AREE

RZZBZEZFRXA=1TH FEEFUT

ERREMBHRERAZIKRAE

16.

(b) Foreign currency contracts

The Group entered into agreements for forward purchases of
foreign currencies totaling HK$32 million and HK$31 million at
June 30, 2002 and December 31, 2001 respectively in the
ordinary course of business.

Contingent liabilities

At June 30, 2002, the Group had contingent liabilities not included
in the financial statements in respect of the following:

AA=tH +T-A=1+—8
June 30 December 31

2002 2001
(REE®R (& &%)
(UEEEBTAEN) (In HK$ millions) (Unaudited) (Audited)
REBERKEEZS Bank guarantees in lieu of
ZRITER rental and utility deposits $9 $10
BERHIRERRE Guarantee notes issued 52 50
$61 $60

E B R B B &

AR
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MANAGEMENT’S DISCUSSION AND ANALYSIS
RESULTS OF OPERATIONS
Turnover

The Group recorded total turnover of HK$1.76 billion (2001: HK$1.74
billion) for the first six months of the year, an increase of 1.1 percent
year-on-year.

Despite the adverse retail environment, the Retail and Distribution Division
recorded a tumover growth of 1.2 percent to HK$1.66 billion (2001:
HK$1.64 billion). System-wide comparable store sales fell 2.5 percent
(2001: -1.6 percent), while comparable store gross profit was down only
0.7 percent, which demonstrated Management’s efforts in defending
margins. The Group’s inventory turnover on sales was 32 days (2001: 26
days), which fell within the Group’s target range of 28 - 32 days.

TRETARENES D 2 TELERE The following table shows the Group's retail turnover by region:
BEXNA=THLAEAR BohEs
Six months ended June 30 Percentage
(KBBETRE[L) (In HK$ millions) 2002 2001 change
H B K e Mainland China 408 374 9.1
BB Hong Kong 390 382 2.1
=0 Taiwan 359 405 -11.4
g Singapore 177 169 4.7
H fth T35 Other Markets 146 104 40.4
MEKEEEBRLHEFRPMBERBENZ  Mainland China achieved a year-on-year sales improvement of 9.1 percent
NE—ZFENEZNGEL(ZEZE—F +  to HK$408 milion (2001: HK$374 million). Sales were below Management's

BE=FELTHEET) - HEBREERER
BREHNKE  FEAREHBE-_FHERD
FTe o MEIR N+ Giordano Unisex 373
m+=—fMm - EP B \HAAEEEE ZHM
5o

EBEEUEHBAAS 2 K- LHES
BESEATRL(CTE—F BHZEN\T
SEET cB-ATAE  AKEKR
EERT 2PN REROEREN - ST

ABAEBEZHELRE - REMBA - Bluestar
Exchange 2 #EBUSHEE K - MEEH L
ERREAZ— -

E B R B B &

expectation primarily due to subdued domestic consumption in the second
quarter. During the period, 42 Giordano Unisex outlets were added, of
which eight are self-managed stores.

Hong Kong retail sales achieved a 2.1 percent improvement to HK$390
million (2001: HK$382 million). One of the Group’s top-contributing stores,
the Capitol Centre shop, was closed for major refurbishment since late
February. Bluestar Exchange’s continued productivity improvements during
the period also contributed to the above-mentioned growth.

Giordano International Limited
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Taiwan retail sales fell 11.4 percent to HK$359 million (2001: HK$405
million). The retail market remained very difficult in the first half of the
year. In view of the deflationary and weak consumer sentiment environment,
Management had been focusing on expanding gross margins. Gross
margin improvement was achieved in the first six months of the year
mainly due to less frequent product mark-downs as compared to the year
before. As part of the shop portfolio consolidation program, seven Giordano
Unisex and one Giordano Ladies shops were closed during the period.
Expansion in the second half will come primarily from Bluestar Exchange.

Retail sales in Singapore grew 4.7 percent, largely driven by new store
openings (June 2002: 46 outlets; June 2001: 36 outlets). During the
period, rental expenses increased on the back of floor space expansion
and rental hikes. In view of rental inflation and changes in market structure,
certain shops will be consolidated in the second half of the year.

Performance in the “other markets” fared well. In particular, Australia and
Indonesia contributed largely to the 40.4 percent “other markets” year-
on-year sales growth. At the end of its third year of operations, signs
were indicating a turning around in the Australian market. In Indonesia,
the Group continued to enjoy its premium brand positioning and good
product acceptance.

Giordano Unisex and Giordano Junior recorded a retail and wholesale
turnover of HK$1.47 billion, virtually unchanged from last year’s level of
HK$1.48 billion. The unsatisfactory performance in Taiwan was mainly
behind the flat growth during the period. Giordano Junior will continue to
roll-out in markets like Mainland China and Korea, where it has initial
successes.

Turnover of Giordano Ladies increased 9.4 percent to HK$70 million (2001:
HK$64 million), mainly due to store expansion in Mainland China. In
addition, a timely and successful spring launch, coupled with a well-
implemented customer relationship management program also contributed
to sales improvement during the first half of fiscal year 2002.

Giordano International Limited
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Boosted by organic growth in Hong Kong and new store additions in
Taiwan and Germany, Bluestar Exchange’s turnover improved by 31.9
percent to HK$120 million (2001: HK$91 million). Better sourcing which
enabled attractive retail prices also resulted in better sales during the
period.

Despite the weak apparel retail market worldwide, turnover of the
Manufacturing Division, including intra-group sales, managed to grow 12.0
percent to HK$392 million (2001: HK$350 million). Total sales to outsiders
(2002: HK$104 million; 2001: HK$103 million) were 1.0 percent higher
than the year before, primarily accounted for by the increase in sales to
third party customers in Japan and Hong Kong. The Manufacturing Division
contributed HK$39 million (2001: HK$31 million) to the Group’s operating
profit, representing 18.6 percent (2001: 15.8 percent) of the Group’s
consolidated operating profit.

Margins

As a result of our gross margin protection strategy, gross profits for the
first six months of the year improved 8.2 percent to HK$833 million (2001:
HK$770 million). During the same period, gross margin increased from
44.2 percent in the first half of 2001 to 47.3 percent in 2002.

During the interim period, all but the new markets achieved retail margin
improvement. Low retail margins seen in Taiwan in the second quarter of
fiscal year 2001 due to stock clearance activities were not repeated in
2002.

In the meantime, all brands also experienced retail margin enhancement
mainly resulting from offering differentiated products, as well as discipline
in avoiding heavy product markdowns.

The Manufacturing Division registered an outstanding gross margin
improvement of 3.5 percentage points during the period. This was achieved
through lower raw material costs, and the transfer of fabric and accessories
sourcing from Hong Kong to Mainland China.

Giordano International Limited
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Operating Expenses

Operating expenses totaled HK$670 million (2001: HK$642 million), an
increase of 4.4 percent over the previous period. The increase in expenses
resulted partly from the HK$19 million increase in operating expenses
incurred in Japan and Germany. Operating expenses of the two new
markets started their maiden full year reporting this year. If the new markets
had been excluded, operating expenses would have increased marginally
by 1.4 percent. During the period, occupancy charges increased by 10.7
percent, as a result of new market expansion and rental rate hikes in
prime locations in Mainland China, Singapore, and Indonesia.

Operating Profit and Earnings before Interest, Taxes,
Depreciation and Amortization (EBITDA)

Operating profit surged 7.1 percent to HK$210 million (2001: HK$196
million) in the first six months of the year, despite increases in operating
expenses mentioned above. Operating margin edged up from 11.3 percent
in the first half of fiscal year 2001 to 11.9 percent in 2002. EBITDA
margin also improved from 16.6 percent to 17.7 percent during the same
period.

Profit Attributable to Shareholders

In the first six months of the year, profit attributable to shareholders
amounted to HK$194 million, 1.6 percent higher than the HK$191 million
achieved in the first half of 2001. If losses from the new markets of Japan
and Germany were excluded, profit attributable to shareholders would
have increased 8.4 percent year-on-year. In addition, higher minority
interests, mainly due to better performances achieved by the Indonesia
subsidiary and the Manufacturing Division, were behind the flat profit
growth. Moreover, growth in share of profits of the associated company
in Korea decelerated towards the end of the second quarter. Sluggish
growth was largely due to stepped up competition and failure in responding
timely to meet changing consumers’ taste. In the month of June, shops
in Korea also suffered from a dramatic decline in customer flow because
of the World Cup soccer event, which dragged down the profitability in
that month. In the second half, Management will work on adjusting
products to better cater to customers’ needs, and to offer a differentiated
shopping environment.

Giordano International Limited
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Cash Flow

Net cash inflow from operating activities was HK$199 million (2001:
HK$241 million). The HK$42 million decrease was largely due to the
HK$28 million increase in inventories, contrasted against a HK$49 million
decrease registered in the first half of 2001. The increase in use of cash
for inventories was partly offset by the HK$19 million increase in operating
profit before depreciation.

Net cash outflow for investing activities amounted to HK$19 million (2001:
HK$236 million), which was HK$217 million lower than that in the
corresponding period in 2001. The decline was primarily attributable to
the premium payment for securing a 37-year leasehold interest in a flagship
store in Hong Kong in the previous year.

Net cash outflow for financing activities amounted to HK$177 million,
against a net cash outflow of HK$151 million in 2001. During the period,
HK$137 million of dividends were paid to shareholders, compared to
HK$157 million paid in 2001. In the first six months of the year, the Group
paid off RMB35 million (approximately HK$33 million) in short term bank
loan. In addition, the Group obtained a 42 million Japanese Yen
(approximately HK$3 million) short term loan.

FINANCIAL CONDITION
Liquidity and Capital Resources

As at June 30, 2002, cash and bank balances amounted to HK$598
million (December 31, 2001: HK$579 million), and total liabilities were
HK$479 million (December 31, 2001: HK$625 million). At the end of the
reporting period, the Group’s gearing ratio was 0.3 (December 31, 2001:
0.4), based on shareholders’ equity of HK$1.79 billion (December 31,
2001: HK$1.70 billion).

As at June 30, 2002, the Group had financing facilities amounting to
HK$773 million (December 31, 2001: HK$748 million), of which HK$57
million under revolving loan facility had been drawn and was outstanding.
The Group also had contingent liabilities on bank guarantees and guarantee
notes issued of HK$61 million (December 31, 2001: HK$60 million), which
had all been incurred in the normal course of business.

Giordano International Limited
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OUTLOOK

Amid a difficult retail environment, the Group is pleased with the gross
margin improvement attained in the first half of the year. The Group will
maintain its strategy of margin protection, mainly through offering
differentiated and value-added products. Management upholds the belief
that, under a deflationary environment which coupled with weak consumer
sentiment, margin enhancement is one of the best ways to guard brand
equity and to sustain long term profitability.

For the rest of the year, Management will focus on the following:

1. To enhance profitability in Mainland China, namely through better
sourcing to enhance price competitiveness;

2. To prepare for the re-opening of the Capitol Centre shop in the
fourth quarter, which will become our second flagship store in Hong
Kong;

3. To turn around the Taiwan operation, mainly through refocusing on
basic designs, streamlining product portfolio, and implementing our
micro-marketing strategy more aggressively; and

4. To continue to explore the market in Japan and to open a few more
stores in the second half of the year; and to restructure the
distribution network in Germany and investigate a variety of
distribution channels in Europe.

HUMAN RESOURCES

As of June 30, 2002, the Group had approximately 8,600 employees.
Besides offering competitive remuneration packages to the employees,
discretionary bonuses and share options may also be granted to the
eligible employees based on the Group’s and the individual’s performance.

During the six months ended June 30, 2002, the Group granted to the
eligible employees under the share option scheme options to subscribe
for 25,550,000 shares. In the same period, 3,816,000 shares were issued
upon the exercise of options previously granted.

Giordano International Limited
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OTHER INFORMATION
Interim Dividend

The directors have declared an interim dividend of 4.5 HK cents (2001:
4.5 HK cents) per share for the year ending December 31, 2002 payable
to shareholders on the Register of Members of the Company at the close
of business on September 4, 2002. The relevant dividend warrants will be
despatched to shareholders on September 11, 2002.

Closure of Register of Members

The Register of Members of the Company will be closed from
September 2, 2002 to September 4, 2002, both days inclusive, during
which period no transfer of shares will be registered. To qualify for the
interim dividend, all transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s branch share registrars
in Hong Kong, Abacus Share Registrars Limited, at 5th Floor, Wing On
Centre, 111 Connaught Road Central, Hong Kong, for registration not
later than 4:00 p.m. on August 30, 2002.

Directors’ Interests in Shares

As at June 30, 2002, the interests of the directors and chief executive in
the issued share capital of the Company were as follows:

BEEROVEERERME

Number of shares held and nature of interest

A i3 N Hst
=S Director Personal Family Corporate Total
21| 5 Lau Kwok Kuen, Peter 11,708,000 - - 11,708,000
5K B Fung Wing Cheong, Charles 800,000 - - 800,000
FN% Mah Chuck On, Bemard 479,086 - - 479,086
EAAE Wong Pak Chuen, Paul 1,296,000 - - 1,296,000

E B R B B &
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Save as disclosed above, as at June 30, 2002 none of the directors and
chief executive or their associates had any interests in the share capital
of the Company or its associated corporations (within the meaning of the
Securities (Disclosure of Interests) Ordinance (the “Ordinance”)) which had
to be notified to the Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to section 28 of the Ordinance
(including interests which they are deemed or taken to have under section
31 of, or Part | of the Schedule to, the Ordinance) or which were required,
pursuant to section 29 of the Ordinance, to be entered in the register
referred to therein.

Save as disclosed in the section “Share Options” below, at no time during
the six months ended June 30, 2002 was the Company or any of its
subsidiaries a party to any arrangements to enable the directors of the
Company or any of their spouses or children under the age of 18 to
acquire benefits by means of the acquisition of shares in or debentures of
the Company or any other body corporate.

Giordano International Limited
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U8 B A Share Options

BE—SZ-_F—-—A-+NBRMBZERES  Pursuant to the Share Option Scheme adopted on January 24, 2002, the
Z ARRRZZEZ-_FMANBRHEARE  Company has granted certain directors and employees of the Company
AREBGHOzERETFTARARETESERE options to subscribe for shares of the Company on April 8, 2002. Details
E REBEE-_ZTZ-_FANA=1THLAMEAR of the grant of share options and a summary of the movements of the
REBRE HFABR R W AITEREREE outstanding share options during the six months ended June 30, 2002
BEHIWT - are set out below.

BREHE

Number of share options

WZE%=
RER  RB=t
RZ222F  RERRE REARGTE  HE/&H bA i
-B-Az&s4 Granted  Exercised  Cancelled/ Balance BRITEE
RERAL Balance as at during during Lapsed during asat Exerciseprice  RHAH s
Eligible person 01/01/2002  the period the period the period  06/30/2002 per share  Date of grant  Exercisable period

Er  (A/R/%)  (A/8/%)
HKS  (MM/DD/YYYVY)  (MU/DD/YYYY)

111«

£
B

YEE 15,000,000 - - - 15,000,000 2600 08/24/1995 02/24/1996 - 06/28/2005
Lau Kwok Kuen, Peter 10,000,000 - - - 10,000,000 2830 06/07/1996 05/07/1999 - 06/28/2005
£
Director 25,000,000 - - - 25,000,000
BxE 800,000 - 800,000 - - 2150 06/30/1995 05/30/1998 - 06/28/2005
Fung Wing Cheong, Charles 300,000 - - - 300,000 4460 07/08/2000 07/08/2001 - 06/28/2005
EZ 300,000 - - - 300,000 4460 07/08/2000 07/08/2002 - 06/28/2005
Director 300,000 - - - 300,000 4460 07/08/2000 07/08/2003 - 06/28/2005
- 1,666,000 - - 1,666,000 4650 04/08/2002 04/08/2003 - 04/07/2012
- 1,666,000 - - 1,666,000 4650 04/08/2002 04/08/2004 - 04/07/2012
- 1,668,000 - - 1,668,000 4,650 04/08/2002 04/08/2005 - 04/07/2012
1,700,000 5,000,000 800,000 - 5,900,000
Sh% 468,000 - - - 468,000 0878  12/05/1997 12/05/1999 - 05/28/2005
Mah Chuck On, Bernard 472,000 - - - 472,000 0878  12/05/1997 12/05/2000 - 05/28/2005
EZ 300,000 - - - 300,000 4460 07/08/2000 07/08/2001 - 06/28/2005
Director 300,000 - - - 300,000 4460 07/08/2000 07/08/2002 - 06/28/2005
300,000 - - - 300,000 4460 07/08/2000 07/08/2003 - 06/28/2005
- 1,666,000 - - 1,666,000 4,650 04/08/2002 04/08/2003 - 04/07/2012
- 1,666,000 - - 1,666,000 4650 04/08/2002 04/08/2004 - 04/07/2012
- 1,668,000 - - 1,668,000 4,650 04/08/2002 04/08/2005 - 04/07/2012
1,840,000 5,000,000 - - 6,840,000
EEE 548,000 - - - 548,000 0878  12/05/1997 12/05/2000 - 05/28/2005
Wong Pak Chuen, Paul 200,000 - - - 200,000 3.884  04/26/2001 04/26/2004 - 06/28/2005
£
Director 748,000 - - - 748,000

3 n B os B 2 7 @ Giordano International Limited
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BREHE
Number of share options
RZ222fF
RER  RAZTH
R-222F  RERRE  REAGE  HE/%% 28
-R-B&s Granted  Exercised  Cancelled/ Balance BRTEE
RERAL Balance as at during during Lapsed during asat Exercise price it AH ks
Eligible person 01/01/2002  the period the period the period  06/30/2002 per share  Date of grant  Exercisable period
#t  (A/B/%)  (B/B/%)
HK8  (MM/DD/YYYY) — (MM/DD/YYYY)
EEANES 1,228,000 - 84,000 - 1,144,000 2150 05/30/1995 05/30/1998 - 05/28/2005
Continuous contract 2,800,000 - 1,000,000 - 1,800,000 3190 03/04/1996 09/04/1996 - 05/28/2005
employess 1,356,000 - 704,000 - 652,000 0878 12/05/1997 12/05/1999 - 05/28/2005
2,412,000 - 520,000 - 1,892,000 0878 12/05/1997 12/05/2000 - 05/28/2005
300,000 - 300,000 - - 0692 02/24/1999 02/24/2000 - 05/28/2005
300,000 - - - 300,000 0692 02/24/1999 02/24/2001 - 05/28/2005
300,000 - - - 300,000 0692 02/24/1999 02/24/2002 - 05/28/2005
408,000 - 408,000 - - 0770 03/05/1999 03/05/2002 - 05/28/2005
240,000 - - - 240,000 2320 07/17/1999 08/01/2000 - 05/28/2005
240,000 - - - 240,000 2320 07/17/1999 08/01/2001 - 05/28/2005
240,000 - - - 240,000 2320 07/17/1999 08/01/2002 - 05/28/2005
240,000 - - - 240,000 2320 07/17/1999 08/01/2003 - 05/28/2005
240,000 - - - 240,000 2320 07/17/1999 08/01/2004 - 05/28/2005
400,000 - - - 400,000 4460 07/08/2000 07/08/2001 - 05/28/2005
300,000 - - - 300,000 4460 07/08/2000 07/08/2002 - 05/28/2005
300,000 - - - 300,000 4460 07/08/2000 07/08/2003 - 05/28/2005
4,470,000 - - - 4,470,000 3728 02/07/2001 02/07/2004 - 05/28/2005
5,474,000 - - - 5,474,000 3108 08/31/2001 08/31/2003 - 05/28/2005
- 5,024,000 - - 5,024,000 4650 04/08/2002 04/08/2003 - 04/07/2012
- 5,024,000 - - 5,024,000 4650 04/08/2002 04/08/2004 - 04/07/2012
- 5,502,000 - - 5,502,000 4650 04/08/2002 04/08/2005 - 04/07/2012
21,248,000 15,550,000 3,016,000 - 33,782,000
By aE: Notes:

1. BRERSAE-ZZ-_FWmA/N\H)AI—X2Z 1. The closing price of the share immediately before the options granted on

BinlmEREETNTAARI

April 8, 2002 is HK$4.55

2. AUEBKELENEBEAVEEETEZERE 2. The weighted average closing prices of the shares immediately before the
REEETTEE B AT Z g FHRD KT E D B &S dates of exercise are HK$5.10 and HK$4.87 respectively regarding the options

Bor—AakEgmT ALl

exercised by Mr. Fung Wing Cheong, Charles and the Continuous Contract
Employees

3 o B os B 2 7 Giordano International Limited



BREERE

BRERTR  EVBRRLITSER - E
RERTERIRR REE-TT_FH
STHEREARNBRER T ZERAEEE
REB _T—AB/l - ZABEBEDKBRN
e %W%%Vﬁ{ﬁﬁ'ﬁmﬁﬁﬁ%%u
TZREBES
[l | = BOZEHN(RREEZ

TEHIERSBHROK
NER)

RHB S ELBREERABE —A

gl
8 H R R ELRBRABD ZM+R
BB R T4

HAOw e SFAAT T EBRAORGEHFGE
WEFHBREAATAGMEREZ AREEE

ZAREBE -ME ZHREEEATEART
ETREIERREE  SRBHRERRE -

ERTBERRBEMLRTME
BZABEBEEKNEATE -

98 UL

TERRES
REEEMM R-TT_FXA=FTH K
DARBEZIEDE ] ﬁﬁmfﬁZﬁﬂﬁW

Zﬁﬁ TEREMATERXBEHAFAL
NZtTHAEBBITHRAR 2

NEER

ARAUEEENTEMERRAREHME
TARARBE-ZE_FRA=THILNE
AR REETEBIMES LR RK ST
ez SER AT (BRIESI£ : ARRZHEH
TEENRBEARAMAAEZTEERES R

Rl BIESIT—  REAQRBER - EFM
EREANAEFERICHERZES (B
WTEF MUBUFBTESR UBUE

MR R ) RIE) o

= B R B B 8 R

N

3

Interim Report 2002

Valuation of Share Options

The share options granted are not recognized in the financial statements
until they are exercised. The fair value per share option granted during
the six months ended June 30, 2002 is HK$2.18. The fair value of each
option granted is estimated on the date of the grant using the Black-
Scholes option pricing model with the following assumptions:

Risk-free interest rate 5.9 percent, being the approximate yield
of 10-year Exchange Fund Note on the
grant date

Expected dividend historical dividends of 14 HK cents per
share

Expected volatility 46 percent based on historical volatility

Expected life 10 years

The Black-Scholes option pricing model is developed to estimate the fair
value of publicly traded options that have no vesting restrictions and are
fully transferable. In addition, such option pricing model requires input of
highly subjective assumptions, including the expected stock price volatility.
Any changes in the subjective input assumptions may materially affect the
estimation of the fair value of an option.

Substantial Shareholders’ Interests

So far as the directors are aware, no parties were, directly or indirectly,
interested in 10 percent or more of the issued share capital of the Company
as at June 30, 2002 as recorded in the register required to be kept by the
Company under section 16 of the Ordinance.

Corporate Governance

None of the directors of the Company is aware of any information that
would reasonably indicate that the Company is not, or was not during the
six months ended June 30, 2002, in compliance with the Code of Best
Practice as set out in Appendix 14 of the Rules Goveming the Listing of
Securities on the Stock Exchange except in relation to guideline 7: as
non-executive directors of the Company are appointed for a term expiring
upon their retirement by rotation as required by the Company’s Bye-
Laws; and guideline 11: as a matter of Company policy, remuneration of
directors is dealt with by a Compensation Committee appointed by the
board of directors of the Company which comprises an executive director,
two independent non-executive directors and an independent management
consultant.

Giordano International Limited
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Audit Committee

The Audit Committee has reviewed with directors the accounting principles
and practices adopted by the Group and discussed internal controls and
financial reporting matters related to the preparation of the unaudited
condensed financial statements for the six months ended June 30, 2002.

Purchase, Sale or Redemption of the Company’s Listed
Securities

The Company has not redeemed any of its shares during the six months
ended June 30, 2002. Neither the Company nor any of its subsidiaries
has purchased or sold any of the Company’s shares during the same
period.

By Order of the Board
LAU KWOK KUEN, PETER
Chairman

Hong Kong, August 8, 2002

Giordano International Limited



