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HOMNG KONG — Asthe global econory struggles to stabilize, executives
frorm Hong Kong's leading sourcing companies discuss their experence
during the year past and their outlooks for the year to come,

Bruce Rockowitz, president, Li & Fung Ltd.

Li & Fung is theworld's largest sourcing company, with an extensive
glokal sourcing network covering mare than 40 economies around the
wiotld, its larged markets being the U5, Europe and Japan. During
2008, the group recorded a turnover of $14.1 hillion, 5 20 percent
increase fromthe previous year.

With the LS. and European markets atvarious stages of recovery, it is
unlikely the market will grow, s0 L & F ung will focus on expanding
current market share through acquisitions. The last year has seen the
compary acguire LLS -bazed Wear Me Group, China-based company
Jhil, Shubi inthe LK. and Shubiz's sourcing operation, Clearskies Lid.

Fising prices this year will be the foremost problem facing sourcing
companies. Rockowitz said retailers will have to absarh some of that
cost, but Li & Fungwill try to mitigate any increase by finding aternatie
sources. The compary is warking on several outsourcing deals

"Consumer confidence iz still low, " Rockowitz said. "And the demand has
dJohin Cheh et to return, sowe have to be careful with pricing.”
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Li & Fung did =ee growth in the retail sectors of Australia and China, but
the company Teels China isasyettoo underdeveloped to penetrate and
instead views the ememing market as part of a longterm growth plan.

Henry Tan, chief executive officer, Luen Thai Holdings

Luen Thai Haldings is an apparel manufacturing and supply chain senvvice provider, focusing on a desigreto-store supphy
chain platform for customers. The group recorded revenues of 832 million lastyear and counts F ast Retailing Co. Lid,
Ezprit and Folo Ralph Lauren Corp. among its largest clients.

Luen Thai took the financial tsunami as an opportunity to reassess its cost contrals, The firm has adopted a "lean and mean”
overhead structure to better reflect the econamic conditions, Tan said. While there are now positive signs of stability, he
expects Luen Thai to operate at a reduced level compared with 2008 and does not expect to see double-digit growth this
Wear

Luen Thal has begun to more actively pursue the Japanese and Chinese markets and plans to grow with clients as they
enterthe Asian markets, such as Polo Ralph Lauren, which has recently reacquired its Asia license from Dickson Concepts
{International Lid.

Tan streszed the importance of Ching, even though i's no longer the cheapest market,

"For commodity iterns, Banagladesh and Yietnam may be more cost efficient, but for tirme efficiency, China is stillthe most
reliable," he said. "In the current market, with increasingly late arders, this may be more imporarnt in the long run.”

Gordon Yen, executive director, Fountain Sat



Fountain Setis one of the industry’s largest knitted fabric manufacturers, with a product range that includes dyed varns,
sewing threads and garments. The company is also a fabric supplier to garment manufacturers in over 40 countries and
recorded sales of $699 million in the year end 2009.

After a difficult year, Fountain Set is starting to see signs of stability as inventory levels began to bottom off toward the end of
the third quarter. But as the mixed holiday retail figures suggest, Yen warns this does not necessarily mean the economy is
rebounding.

Fountain Set has also been adjusting to the new calendar in which lead times are becoming increasingly shorter. Yen said
the company will continue to focus on improving its core U.S. market and look to China to develop mid- to long-term growth.

The company’s biggest obstacle this year will be dealing with the rising cost of cotton.

“No one wants to be saddled with too much stock or overly expensive inventory,” Yen said. “In this fragile market, we can't
afford to pass down the cost to retailers or consumers.”

John Cheh, vice chairman and ceo, Esquel Group

Leading cotton shirt manufacturer Esquel produces 76 million pieces of gamments annually for the likes of Abercrombie &
Fitch Co., Hugo Boss and Next. The company employs a vertically integrated operation, servicing key markets in China,
Japan, Europe and the U.S.

Last year, Esquel defied the economic downturn with growth, posting revenue of $795 million. Nonetheless, the company is
projecting a return to double-digit growth in 2010 after smaller sales gains last year. On the supply side, Cheh said the
company plans to concentrate on improving efficiency and productivity to allay the escalating price of raw materials.

“Cotton prices are increasing by up to 30 percent and yarn costs by 20 to 25 percent,” he said. “Energy is not as expensive
as it was in 2008, butitis still on the rise.”

Roger Lee, Director, TAL Group

TAL Group is a contract clothing producer selling to customers such as Brooks Brothers, J.C. Penney Co. Inc., Tommy
Hilfiger and L.L. Bean. The company was hurt last year by a decline in exports to the U.S., its largest market.

But so far this year, TAL Group is overbooked for the first five months, though Lee is sceptical of the rebound and doesn't
believe the U.S. economy has fully stabilized. He noted the changing consumer habit of buying at heavily discounted prices
has become the norm — and while business appears to be picking up in comparison to the first quarter of 2009, TAL Group’s
outloock remain cautious.

The general trend following from last year finds customers ordering on a needs-to basis, placing smaller orders but more
frequently to avoid overstock. Dealing with the short lead times as a consequence of this has been the biggest obstacle for
manufacturing companies.

WWD Copyright ©2010 Fairchild Fashion Group. All rights reserved.



