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HIGHLIGHTS

Net profit rose 27% to HK$211.0 million (1998: HK$166.4 million)

Group turnover climbed 25% to HK$3,648 million (1998: HK$2,920 million)
against backdrop of difficult apparel market

Staff and building expenses, as a percentage of turnover, were further
reduced by 1%

European turnover up 40%, attributable to strong growth in all markets and
across all product lines

Asia Pacific revenue up 17%, indicating a major rebound for most markets
Red Earth cosmetics has started to report profits

interim results

The Board of Directors of Esprit Holdings Limited (the “Company”) is pleased to
announce that the unaudited consolidated interim results of the Company and its

subsidiaries (the “Group”) for the six months ended December 31, 1999 together

with comparative figures for the corresponding period in 1998 are as follows:




Notes:

1. Taxation
Hong Kong profits tax has been provided at the rate of 16% (1998/99: 16%) on the estimated
assessable profits for the period. Taxes on overseas profits has been calculated on the estimated

assessable profits for the period at the rates of taxation prevailing in the countries in which the

Group operates. The taxation is made up as follows:

2. Earnings per Share

The calculation of the basic earnings per share is based on the unaudited profit attributable to
shareholders of HK$210,975,000 (1998/99: HK$166,413,000) and the weighted average of ordinary
shares in issue 1,111,716,760 (1998/99: 1,092,545,579 ordinary shares) during the period.

The calculation of fully diluted earnings per share is based on the profit attributable to shareholders
of HK$210,975,000 and on the weighted average number of shares in issue during the period of
1,111,716,760 plus the weighted average number of 39,029,304 shares deemed to be issued at
no consideration on the assumption that all outstanding share options granted under the Company’s
Employees Share Option Scheme (“Options”) has been exercised at July 1, 1999. No dilution was
resulted on the earnings per share for the period ended December 31, 1998 after taking into

account the potential dilutive effect of the Options.




interim dividend

The Directors have declared an interim dividend of 3.80 cents per share in cash in
respect of the six months ended December 31, 1999 to be paid to those shareholders
whose names appear on the Register of Members of the Company at close of
business on March 31, 2000 (“Shareholders”), with a scrip alternative to offer the
right to Shareholders to elect to receive such interim dividend wholly or partly by
allotment of new shares credited as fully paid in lieu of cash (the “Scrip Dividend
Scheme”). A circular containing details of the Scrip Dividend Scheme together with
the relevant election form will be sent to Shareholders on or about April 3, 2000.
The Scrip Dividend Scheme is conditional upon the granting by the Listing Committee
of The Stock Exchange of Hong Kong Limited of the listing of and permission to
deal in the new shares to be issued pursuant thereto. The relevant dividend warrants
and certificates for the new shares to be issued pursuant to the Scrip Dividend

Scheme will be dispatched to the Shareholders on or around May 16, 2000.

closure of register of members

The Register of Members of the Company will be closed from March 27, 2000 to
March 31, 2000, both days inclusive, during which period no transfer of shares will

be registered.

In order to qualify for the interim dividend, all transfer documents accompanied by
the relevant share certificates must be lodged with the Company’s share registrar,

Secretaries Limited, at 5th Floor, Wing On Centre, 111 Connaught Road Central,

Hong Kong no later than 4:00 p.m. on March 24, 2000.







business review and outlook

In the first half of this financial year, we again achieved respectable growth in
terms of turnover and net earnings. The Directors have declared an interim dividend
of 3.80 cents per share.

Comparison of interim results

Both staff and building expenses, as a percentage of turnover, were reduced by

over 1% when compared to last fiscal year.

On the strength of our balance sheet, in comparison to the first six months ended

last fiscal year:

Globally, we have continued our investment in prime retail space:

Our overall achievement in this six-month period has only been slightly impacted

by the weak Euro. This is because the Company has been hedging its merchandising
requirements six to nine months ahead, meaning that, for Asia sourced goods now
being shipped to Europe, costs were hedged at rates much better than the existing

market rates.



In Europe, we ended the century with record high growth in local currency terms

and on a year-on-year basis:

The apparel market as a whole in Europe had a difficult year. But Esprit Europe is
now reaping the benefit of its streamlined organization, focused management efforts

and synergy savings following the restructuring exercise two years ago. Market

penetration deepened and revenue from individual markets rose substantially:

As for franchise markets in Eastern Europe and Greece, we are also building

rapidly from a small base and the prospect is promising.

In terms of product lines, the growth in Euro terms was equally impressive:

Our performance is mainly the result of the strength and appeal of the ESPRIT

brand to the young people who set the trends in these countries. This brand appeal
is in turn based on outstanding design, consistent quality and right pricing for
younger purses.



In Asia Pacific, total turnover increased by 17% in HK$ terms from the first six

months of last fiscal year. More specifically, in local currency terms, the growth

rates were:

Most product lines recorded encouraging growth in HK$ terms:

The Red Earth chain of cosmetics stores has significantly increased its presence:

Red Earth has also started to make positive contribution to the bottom line with

overall sales growth of 28%.

e-commerce strategy

We believe that e-commerce will be a big part of our business future. On the
business-to-consumer front, we have opened an e*shop for the European consumers,
to be extended to Hong Kong and Singapore within the next three months. Our
e*shop is already attracting over 150,000 visitors a month (counting only those who
visit at least twice in a month). This new channel offers great potential for Esprit in
marketing existing and new products to a separate group of customers as well as

promoting our image and enticing visitors to come to our shops.



On the other hand, we started our business-to-business effort years ago. For
example, back in 1996/97, we set up an intranet system, which enabled our
wholesale customers and licensees worldwide to place orders via a secure website
managed from Hong Kong. We will work diligently to further enhance the efficiency
of our supply chain and consolidate our partnerships with wholesale customers
through internet networks. We expect, through the combination of improved logistics

and appropriate outsourcing, our operating margins will be further enhanced.

The second half of the year looks bright. European wholesale orders are already
booked through July, with a year-on-year increase of more than 30%. With strong
retail sales momentum, particularly in Asia where the economy has bottomed out,
we can, barring unforeseen circumstances, optimistically anticipate another profitable

year.

Looking further ahead, our charter for global expansion is on course with our
growth plans proceeding well in both Europe and Asia Pacific. With our ever-stronger
cash position, we will continue our organic expansion by opening more Esprit
stores in both Europe and Asia Pacific. At the same time, we will also be bringing

smaller cities into our network with smaller stores operated by our franchise partners.

In terms of markets within Europe, we will continue to build our existing country

markets and product divisions in order to achieve a well-balanced growth.

One of our major focus will be on building Canada. We need to excel in this market
which is our gateway into North America. We will be opening more stores and we

remain optimistic on moving into profit in the next fiscal year.

Yield management is also in the forefront of our minds, that is to ensure operating
cost will continue to decline as a percentage of sales while margins are further
enhanced as volume continues to grow; consequently further improvement to our

economy of scale is expected.

We are confident that our Company will continue to grow at a well managed pace.
The Group is well positioned to capitalize any strategic opportunities that fit our

objective of becoming a global apparel leader.



directors’ interests

As at December 31, 1999, the interests of the Directors, chief executives and their
associates in the securities of the Company as recorded in the register kept by the

Company pursuant to Section 29 of the Securities (Disclosure of Interests) Ordinance

(the “Ordinance”) were as follows:

* The beneficial owner of the 649,531,579 shares is Worldwide Thousand Limited in
which Mr. Michael YING Lee Yuen and Mr. Jiirgen Alfred Rudolf FRIEDRICH hold an
interest of 77.4% and 22.6%, respectively.

Save as disclosed above, none of the Directors, chief executives or their associates
had any interests in the securities of the Company or any of its associated

corporations as defined in the Ordinance.

During the period, none of the Directors or chief executives of the Company or
their spouses or children under 18 years of age were granted or had exercised any

rights to subscribe for any equity or debt securities of the Company.




substantial shareholders

As at December 31, 1999, the following information was recorded in the register

kept by the Company under Section 16 of the Ordinance:

Save as disclosed above, the Directors of the Company are not aware of any other
person having an interest in shares representing 10% or more of the issued share

capital of the Company.

purchase, sale or redemption of own shares

During the period under review, there was no purchase, sale or redemption by the

Company or any of its subsidiaries of the Company’s shares.

corporate governance

In the six-month ended December 31, 1999, the Company was in compliance with
the Code of Best Practice as set out in the Listing Rules of The Stock Exchange of

Hong Kong Limited.

year 2000 compliance

The Year 2000 issue is primarily the result of computer programs using a two-digit
format, as opposed to four digits, to indicate the year. Such computer systems will
be unable to interpret dates beyond the year 1999, causing system failures or other

computer errors, and leading to a disruption in the operation of such systems.

In 1996, the Company established an in-house taskforce to address the Year 2000
issue. A comprehensive compliance program has been put in place and all work
relating to critical systems had been tested and completed by September 1999.
The Company’s business was not affected in any way before, during and after the
first critical date, which was the changeover from 1999 to the year 2000. The
Company does not anticipate its business being affected adversely or significantly

from the Year 2000 issue.



additional financial information

The Directors also have the pleasure in presenting the following unaudited
consolidated balance sheet of the Group as at December 31, 1999 together with
the audited figures as at June 30, 1999 and the unaudited consolidated cash flow

statement of the Group for the six months ended December 31, 1999.

consolidated balance sheet




consolidated cash flow statement

for the six months ended December 31, 1999




Notes:

1. Net Current Assets

2. Reconciliation of profit before taxation to net cash inflow from operating activities




3. Analysis of changes in financing during the period

4. Analysis of the balance of cash and cash equivalents

By Order of the Board
John Poon Cho Ming

Executive Director

Hong Kong, February 29, 2000



