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For Immediate Release 

 
 

Mainland Headwear Announces 2013 Interim Results  
*      *     * 

Strategic Measures to Expand Income Streams 
 

Increases Production Capacity of  Bangladesh Factory                      
to Boost Overall Efficiency 

 

(Hong Kong, 30 August 2013) – Leading headwear designer, manufacturer and retailer Mainland 

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

announced its interim results for the period ended 30 June 2013. 

 

The Group’s turnover climbed 18.4% to HK$ 428,418,000 (2012 Interim：HK$361,955,000), 

attributable to a vigorous demand for the Group’s headwear products combined with a new income 

stream from San Diego Hat Company (“SDHC”) that was acquired last year, and the satisfactory 

performance of  H3 Sportgear. However, due to the labour shortage in Mainland China and rising 

labour costs, as well as the rapid surge in material costs, the Group’s gross profit slightly dropped by 

3.6% to HK$102,768,000 (2012 Interim：HK$106,654,000) and the gross profit margin reached 24.0% 

(2012 Interim：29.5%). Facing the rising production costs in Mainland China, the Group decided to 

scale down the operations of  its factory in Panyu, Guangdong Province, China. Taking account of  a 

write-down on the plant and equipment and inventories of  about HK$16,000,000, the Group recorded 

a loss attributable to shareholders of  HK$16,864,000 (2012 Interim: profit attributable to shareholders: 

HK$ 14,707,000).  

 

The Board of  Directors declared the payment of  an interim dividend of  1 HK cent per share for the 

six months ended 30 June 2013 (2012 Interim: 2 HK cents). 

 

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

we continued to face challenges brought by the appreciation of  the RMB and increasing staff  and 

material costs. However, the Group has formulated a series of  strategic measures, including exploring 

the European and the US markets through the acquisition of  SDHC, and reducing pressures on 

production cost by actively developing the Bangladesh factory, in hope of  creating a more stable and 

profitable income stream, to pave the way for our long-term steady development.”  

 

Business Review 

Manufacturing Business 

Turnover of  the Manufacturing Business rose 11.7% to HK$ 304,644,000 (2012 Interim：

HK$272,686,000), accounting for approximately 66.6% of  the Group’s total turnover. Due to the 

labour shortage and soaring production cost, the Group scaled down the operation of  its factory in 

Panyu, Guangdong Province in August. As a result, the Group made a provision of  approximately 

HK$16,000,000 for the plant, equipment and inventories, leading to an operating loss of  this segment 

to HK$3,737,000 (2012 Interim: operating profit of  HK$32,171,000). 
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The Group’s Bangladesh factory Unimas Sportswear Limited (“Unimas”), which was acquired in March 

this year, generated a turnover of  HK$6,700,000 for the Group. In line with the scale reduction of  the 

Panyu factory, the Group is shifting more production to Unimas, where production costs are far lower, 

in order to improve the overall operating efficiency. At the same time, the partnership with New Era 

continued to make a significant contribution to the Group. During the period, the Group delivered 

orders worth US$16,786,000 from New Era, ie, 42.0% of  the annual minimum US$40,000,000 order 

value stated in the Manufacturing Agreement.  

 

Trading Business 

Trading Business performed satisfactorily during the period, partly attributable to H3 Sportgear 

continued to report a stable performance. The Group secured the distribution rights in Europe for 

headwear from more English Premier League (“EPL”) clubs during the period under review. Moreover, 

the acquisition of  SDHC has provided the Group with entry into the high-end headwear market and 

created new income streams. All these factors contributed to the turnover of  this segment surged 

96.0% to HK$91,469,000 (2012 Interim：HK$46,667,000). 

 

Nonetheless, certain administrative expenses were incurred subsequent to the acquisition of  SDHC last 

year, which boosted the operating cost during the period, thus the operating profit of  the Trading 

Business dropped to HK$2,047,000 (2012 Interim：HK$3,923,000). 

 

Retail Business 

Turnover of  the Retail Business segment increased to HK$61,461,000, 2.6% higher than 

HK$59,920,000 during the corresponding period last year. Despite the surge in staff  costs and rentals 

in Mainland China and Hong Kong, the Group was able to narrow the loss in this segment to 

HK$8,994,000 (2012 Interim: HK$11,648,000) thanks to its efforts to strictly monitor the sales 

performance of  all retail stores and flexibility adjust operational strategies while closing those stores 

with an unsatisfactory performance. 

 

Prospects 

For the Manufacturing Business, after reducing the operating scale of  the Panyu factory, the Group is 

adjusting its strategies in accordance with market conditions. It plans to focus on the development of  

the Bangladesh factory in the future and complete all construction by the second half  of  2014. The 

Bangladesh factory is to have production capacity of  1,500,000 units per month upon completion, 

further increasing the Group’s existing production capacity by one-third. The Group has clearly 

allocated tasks and responsibilities for all of  its factories. The coordination of  tasks among all the 

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

 

In the Trading Business, H3 Sportgear has made a notable contribution to the Group which will help 

the Group directly enter the US retail market and secure orders from renowned retailers there. The 

European sales team will also strive to secure more licenses for EPL headwear as it aims to grow the 

business. The performance of  SDHC to date has met the Group’s expectations. The management 

expects this business to perform better in the future and further broaden the Group’s customer base in 

Europe and the US.  
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In addition, the Group is devoting resources to improving the information technology infrastructure of  

its Sanrio Business, so as to enhance logistics and administrative efficiency. The Group is continuing to 

develop the Sanrio Business through franchising. As for the LIDS Business, the Group will continue to 

seek suitable locations to open “NOP” retail outlets within the new towns in Hong Kong’s New 

Territories.  

 

Mr Ngan concluded, “Going forward, we expect the Group will continue to encounter severe 

challenges such as labour shortages in the PRC, as well as rising labour cost and rents both there. 

However, the management will closely monitor the market situations and formulate appropriate 

measures to boost efficiency, in a bid to drive sustainable development of  Mainland Headwear. 

Moreover, just as it has consistently done in the past, the Group will assign first priority to delivering 

the best returns to its shareholders.” 

 

- End - 

 
 
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 
 
For more information: 
Strategic Financial Relations Limited 
Heidi So   Tel: +852 2864 4826 / +852 9461 7088 Email: heidi.so@sprg.com.hk 
Cornia Chui  Tel: +852 2864 4853 / +852 9855 8871 Email: cornia.chui@sprg.com.hk 
Fax: +852 2527 1196 
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