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For Immediate Release 

 

Mainland Headwear Announces 2012 Annual Results  
*      *     * 

Boost development in Europe and the US through Acquisitions 
Diversify Production Facilities to Enhance Production Capacity 

 

(Hong Kong, 26 March 2013) – Leading headwear designer, manufacturer and retailer Mainland 

Headwear Holdings Limited (the “Group” or “Mainland Headwear”; stock code: 1100) today 

announced its annual results for the year ended 31 December 2012. 

 

Attributable to the outstanding results in the Manufacturing Business, the Group’s turnover during the 

year under review increased by 2.1% to HK$767,152,000 (2011: HK$751,017,000) and gross profit rose 

by 2.7% to HK$201,784,000 (2011: HK$196,425,000). With effective cost control measures, the gross 

profit margin maintained at 26.3%, similar to that of  last year. On the other hand, due to the Group’s 

active acquisition to expand business which generated professional fees and other costs of  

approximately HK$4,500,000, together with the unsatisfactory operating results of  the Retail Business 

and the resulting impairment loss of  goodwill of  HK$4,958,000, profit attributable to shareholders was 

HK$8,659,000 (2011: HK$21,202,000). 

 

The Board of Directors has recommended the payment of a final dividend of 2 HK cents per share for 

the year ended 31 December 2012. Together with the interim dividend of 2 HK cent per share already 

paid, total dividend for the year will be 4 HK cents (2011: 4 HK cents) per share. 

 

Mr Ngan Hei Keung, Chairman of  Mainland Headwear, said, “During the year under review, 

although facing debt crisis in Europe and the uncertainties in the PRC’s economy, the Group has 

adopted strategic measures including acquisition of San Diego Hat Company, a high-end women’s 

headwear company in the US to boost the our development in Europe and the US. In addition, with 

our outsourced factory in Bangladesh commencing production, we expect we can enhance our 

production capacity and continue to satisfy the keen market demand for our products.” 

 

Business Review 

Manufacturing Business 

The turnover of  the Manufacturing Business is HK$599,004,000, accounting for 73.0% of  the Group’s 

total turnover. The Group’s cost control measures, in particular the reduction in the utilization of  

expensive transportation methods to deliver goods, have effectively helped lower expense. As a result, 

operating profit increased by 12.4% from HK$44,590,000 in the last year to HK$50,124,000.  

 

To balance the rising volume of  orders and the pressure of  rising costs, the Group has decided to 

diversify its production bases. Following the completion of  acquisition of  80% equity interest in Unimas, 

the Group’s outsourcing base in Bangladesh, at a total consideration of  US$1,720,000 (HK$13,382,000) 

on 13 March 2013, the Group has also invested in plant construction in Hubei Province, the PRC, hoping 

to increase production capacity, reducing reliance on any particular region and to enhance the Group’s 

overall operating efficiency.  
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Trading Business 

With H3 Sportgear’s success in expanding the sales channels in the US for the Group, turnover from the 

Trading Business surged by 51.5% to HK$94,982,000. However, as some of  the products produced in 

late 2012 had not been delivered for during the year under review, operating profit was HK$472,000 

(2011: HK$2,588,000).  

 

On 28 December 2012, the Group has completed the acquisition of  the entire equity interest in San 

Diego Hat Company (“San Diego”) at a total cash consideration of  US$5,000,000 (HK$38,900,000) and 

advances of  US$1,500,000 (HK$11,670,000) for repayment of  San Diego's bank borrowings. San Diego 

is a leading high-end women’s headwear in the US, with customers spanning the US, the PRC, Japan and 

Europe. The Group believes that San Diego’s existing network in women’s apparel will immediately help 

expand its customer base in the high-end women’s apparel market segment and help to diversify its 

product variety. The Group can also utilise San Diego’s manufacturing network outside the PRC to 

expand its production capacity. 

 

Retail Business 

The turnover of  the Retail Business increased 5.3% to HK$126,973,000, however due to impairment loss 

for goodwill as well as the surge in rentals for retail outlets and staff  costs in the PRC and Hong Kong, 

the segment recorded an operating loss of  HK$26,097,000 (2011: HK$10,236,000). 

 

Turnover of  Sanrio rose by 7.1% to HK$95,898,000 from last year. However, due to the anti-Japanese 

sentiment and the boycott of  Japanese products, as well as the surge in rental costs and rising staff  costs 

in the PRC, the business segment recorded an operating loss of  HK$17,733,000 (2011: HK$5,830,000). 

On the other hand, turnover from the LIDS Business amounted to HK$31,064,000, similar to that of last 

year (2011: HK$31,044,000). However, the surge in rental costs and rising staff costs in the PRC and 

Hong Kong, together with the provision for inventory of HK$4,406,000 made for the LIDS Business, 

have resulted in an operating loss of HK$7,831,000 (2011: HK$2,595,000). 

 

Prospects 

As for the Manufacturing Business, Unimas, the Group’s outsourced factory in Bangladesh which has 

commenced production in November last year, is likely to contribute significantly more to the Group this 

year. The Hubei plant currently under planning is initially scheduled to begin construction in the middle 

of  this year and is expected to commence production by the end of  2013. The Group has clearly 

allocated tasks and responsibilities for all of  its plants. As the staff  in the Shenzhen and Panyu factories 

offer higher value-added skills and greater efficiency, these two facilities will be responsible for 

manufacturing more sophisticated and high value-added products. The factories in Bangladesh and Hubei 

will be mainly responsible for manufacturing products with simpler specifications requiring less 

complicated production processes. The coordination of  tasks among all the production bases enables 

them to leverage each other’s strengths and boost overall efficiency. 

 

The European and US markets still have huge development potential and therefore the Group will invest 

more resources in the Trading Business and hopes to generate stronger synergies with the Manufacturing 

Business. The integration of  H3 Sportgear into the Group’s Trading Business has progressed smoothly 

and its operations are expected to advance, while the newly acquired San Diego can broaden the Group’s 

customer base in Europe and the US, thus auguring brighter prospects.  
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The Group will continue to streamline operations for Sanrio’s franchise business, and focus on potential 

franchisees. As for the LIDS Business, the Group will continue to seek suitable locations to open “NOP” 

retail outlets in the new towns in Hong Kong’s New Territories. At the same time, the Group will strive 

to diversify brands and develop attractive new product designs to maintain business growth. 

 

Mr Ngan concluded, “In the passing few years under the consolidation in the headwear market, 

Mainland Headwear is able to ride on its competitive advantages and long-standing remarkable reputation 

to excel. Looking ahead, the management will focus on reducing cost pressures, expanding our sales 

network and diversifying our business through a range of  strategic measures. Just as it has done in the 

past, the Group will steadily forge ahead and strive to deliver the best returns to our shareholders.” 
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About Mainland Headwear Holdings Limited (SEHK Stock Code : 1100) 
Mainland Headwear was established in 1986 and listed on the Hong Kong Stock Exchange in 2000. The Group is 
principally engaged in the design, manufacture and distribution of  quality headwear, with its own manufacturing plants 
in Shenzhen and Panyu and an acquired factory in Bangladesh. In 2004, the Group obtained the headwear licence for 
the Beijing 2008 Olympic Games. It also commenced retail business in the same year to open headwear outlets in 
Hong Kong and the PRC under the LIDS store brand. In 2005, the Group obtained the exclusive license to design, 
manufacture and sell all SANRIO products in the PRC. In 2006, the Group acquired Kangol Headwear (Panyu) 
Limited which manufactures about 85% of  “Kangol” headwear, extending the Group’s product offerings to fashion 
headwear. In 2008, the Group signed a seven-year manufacturing agreement with New Era Cap Co., Inc., the largest 
and fastest growing headwear manufacturer in the United States. 
  
Company Website: www.mainlandheadwear.com / www.mainland.com.hk 
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Strategic Financial Relations Limited 
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