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Message from the Chairman

The path of a company cannot be plotted using a mathematical
formula or a calculator. Companies do not grow according to an
established pattern or a fixed rhythm; that is not even a com-
pany'’s objective. Sometimes they reach a milestone or come to
a crossroads and are forced to make a choice. Macroeconomic
evolutions and the specific market situation determine whether
a company has to expand or consolidate. It is the duty of man-
agement to make the right decisions and to lead the company
appropriately.

It is in this context that Van de Velde achieved its growth in
2003. Consolidated turnover rose by 3.1%, from 91.8 million
euros to 94.6 million euros; operating profit by 5.2% to 26.1 mil-
lion euros; net profit by 12.2% to 17.5 million euros. On balance,
profit per share grew to 6.5 euros. If the stake in Guliano (Top
Form) is included, that profit per share is 7.4 euros compared
with 6.8 euros in 2002.

We have the energy, drive and creativity of our employees to
thank for that, as well as the commitment of our suppliers and
especially the faith our clients have in us.

Belgium and the Netherlands remain Van de Velde's real home
markets according to turnover and market share. Turnover rose
by 3.6% here. Van de Velde is strengthening its leading position
on these markets and shall continue to do so in 2004.

Germany is an important market with major growth potential.
The lingerie market is still very traditional, so there are great op-
portunities to develop the market for luxury products and foster
appreciation of creative design, refined fabrics and perfect com-
fort. But more than elsewhere, the economic conditions in
Germany are unfavourable. Turnover has fallen by 3.1%. It is of
limited consolation to state that average consumption on the
whole has fallen even further.

In northern Europe Van de Velde has been a major player for
years. Although there is still potential there too, for the same
reasons as Germany it continues to be difficult to realise further
growth.

In southern Europe Van de Velde has managed to continue its
organic growth. A growth in turnover of 19.2% makes France
Van de Velde's most important market after Belgium and
Germany. There was growth in Spain and ltaly too. The upward
trend is clearly continuing in these countries.

Van de Velde continues to raise the bar and aspires to increase
its competitive advantage even more. For example, improving
the speed and reliability of our deliveries has been a great chal-
lenge. In 2003 the necessary preparatory steps were taken and
structural improvements introduced. Van de Velde wants to
maintain its reputation as a reliable and stable partner and im-

prove markedly in the future.

In the past three generations we have been able to achieve con-
tinuous strong growth on the foundations laid at the time of the
company's establishment. These foundations allow us to bal-
ance the will for unremitting growth with the careful reserve
that exemplifies good management.

Today, our industry is undergoing great change. Last year we
spent time reflecting on how to adapt to these new conditions
without sacrificing our principles. We fine-tuned the company’s
mission. The essence of Van de Velde is still creation, production
and marketing of luxury lingerie. We believe more than ever that
luxury goods develop their own market. As a result Van de Velde
continues to control many of the factors that make a business

successful and is able to turn external factors to its advantage.



Message from the Chairman

Van de Velde pursues excellence in all domains of enterprise:
creativity and quality of the products, strong positioning of the
brands, service to and partnership with its clients. In the past
year the foundations have been laid to raise performance to
even higher levels.

In the first place we have invested substantially in the process of
product creation by expanding our team of designers and styl-
ists. This will increase the emphasis on the creative aspect of
Van de Velde.

Van de Velde has taken steps to secure control over much of the
process from design to finished article itself. Today we partici-
pate in plotting and controlling the creation of our raw materials.
This we have realised by intensifying our partnerships with ma-
terials suppliers, while also making these relationships more

transparent.

Quality is a core concept at Van de Velde. Our benchmark posi-
tion in the industry and the permanent efforts we invest to main-
tain it is proof enough of that. Quality control and assurance
were already at high levels, but that did not stop us developing
additional initiatives in 2003. A typical example is our new sup-
pliers manual, which lays down the obligations and especially
the quality requirements expected of Van de Velde's suppliers.
All existing and aspirant supplier-partners must meet these

requirements.

Superior quality and potent creativity have earned Van de Velde a
unique position on the market for luxury lingerie. When com-
bined with a wide and deep range, this makes us somewhat of a
unique company. In Marie Jo and PrimaDonna Van de Velde has
created reputable brands that aspire to be leaders and can be

seen as a benchmark in their segment.

These initiatives in creativity and quality mean that Van de Velde
is well prepared to face the future. By acting consistently and
resolutely here we are not forced to use price policy as a com-
petitive weapon. The originality and quality of our products con-
tinue to provide Van de Velde with the ammunition to generate
margin and additional growth.

A number of social changes have a large impact on our com-
pany. First and foremost the changes in distribution that will cre-
ate major challenges for our clients and ourselves in the next
few years. The successful distribution of our products relies on a
very personal and delicate mix of ‘perception’ at the point of pur-
chase. Product presentation is vital, as is the way in which con-
sumers are welcomed into the store and the assistance they are
given in choosing a product. Only by excelling in these areas can
the distributor of luxury goods distinguish itself from competi-
tors in the low-price segment. Van de Velde aims to be proactive
here to help its clients build up a prominent position on the mar-
ket.



Message from the Chairman

In Germany and France Van de Velde is building a nucleus of
own stores to acquire expertise in the design and management
of a modern lingerie outlet. These own stores and franchise
partners also cover the blind spots in the distribution network.
Its experience will enable Van de Velde to better understand the
needs and problems of its multi-brand clients and to develop
specially adapted merchandising and sell-out support, among

other things.

Society is changing in other ways too and Van de Velde is com-
mitted to accepting its responsibility here as well.

The press has regularly questioned the merit of partial public
shareholding for small caps, but Van de Velde remains an enthu-
siastic champion of the model. The combination of external
pressure from the public shareholders to achieve short-term
success and the long-term family vision create a unigue balance
that companies with a different shareholder structure should be
jealous of. Since the initial public offering in 1997 annual profit
has doubled to 17.5 million euros. Since 1997 we have paid out
a total dividend of 30.1 million euros; almost 30% of our market
value in 1997. In 2003 our share price rose by 22%, which

means that the market value has risen 141% since 1997.

The added value that our company realises for the investor is also
based on sturdy stakeholders foundations and respect for sus-

tainable development. Indeed, our way of doing business is

respect driven: for the quality of life of those who live close to our
plants, for the environment, for our partners and not least for our
workforce. In that context, the award of the SA8000 label for the

Belgian sites is another step and a valued acknowledgement.

Van de Velde follows a long-term strategy that does not tally
with opportunism, quick fixes or one-off successes.

We all have to work on achieving transparency and corporate
governance. We greatly respect the recommendations made by
various bodies and governments in this regard, but we know
that corporate governance is about more than simply setting up
the appropriate organs and committees. Corporate governance
must be in a company’s genes. It is a mentality that everyone
must share. And it must be constantly monitored. In this spirit,
this annual report has several aims. We want to provide greater
insight into how Van de Velde's organisational structure is
geared to achieving long-term success. We want to clarify the
principles we trust in. And we want to explain why we believe in

our company.

To conclude, | would like to emphasise that the good figures
posted by the company in 2003 are down to the energy, drive,
enthusiasm and creativity of all our employees. We owe much
to the efforts of our suppliers too and especially to the faith that

our clients and consumers have put in us.

Lucas Laureys

Chairman









Consolidated Core Figures

(in millions of EURO)

Profit and loss account 1998 1999 2000 2001 2002 2003
Operating income 64.1 71.3 79.7 84.9 95.0 96.8
Gross margin (*) 44.9 50.6 55.8 Bolb! 65.5 68.6
Added value (*) 29.1 34.2 37.1 40.0 441 46.3
Operational cashflow (EBITDA) 17.1 21.3 23.2 255 28.6 29.5
Operating profit (EBIT) 14.9 18.56 20.2 21.5 24.8 26.1
Current profit 14.1 18.0 19.9 21.0 24.9 25.8
Cashflow after tax (*) 11.1 14.0 15.4 17.2 19.4 21.0
Net profit 8.8 11.3 12.4 13.1 15.6 17.5
Guliano/Top Form share 2.7 2.5
Result of the Group 18.4 20.0
Balance sheet 1998 1999 2000 2001 2002 2003
Balance sheet total 38.6 49.9 61.2 72.3 81.8 94.6
Shareholders’ equity 27.6 35.1 43.1 52.1 64.1 75.9
Provisions and taxes 0.8 0.9 1.7 1.9 2.1 1.9
Net financial debt (*) (8.2) (14.7) (20.4) (20.2) (26.5) (38.2)
Capital employed (CE) 20.2 21.3 24.5 33.9 39.7 39.6
Fixed assets 9.1 9.2 10.0 21.6 23.2 23.2
Working capital (*) 10.8 11.6 13.7 11.6 16.5 16.4
Invested capital 19.9 20.8 23.7 33.2 39.7 39.6
Other 1998 1999 2000 2001 2002 2003
Investments 4.4 1.9 3.2 10.8 4.1 3.4
Depreciations 1.8 1.8 2.1 2.6 2.7 2.5
Personnel (number of FTE) 893 901 951 1074 1161 1244
Gross margin: Operating income Net debt position: cash deposits cash at bank and in hand
minus Trade goods, raw materials and other materials minus Financial debts of a maximum of 1 year

minus debts longer than 1 year which expire within a year
Added Value: operating income

minus Trade goods, raw materials and other materials Working capital: stocks and orders being processed
minus services and other goods Plus claims up to 1 year
minus other costs minus wages, social security and taxes
Minus Trade creditors
Cash flow after tax: net profit of financial year Minus Remaining debts

plus writing off and depreciations of intangible and tangible assets
Plus provisions for risks and costs
plus depreciations of stocks and trade debtors
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Consolidated Core Figures

Financial ratios (in %, excl. Guliano) 1998 1999 2000 2001 2002 2003
Return on equity (*) 35.9% 36.0% 31.7% 27.5% 26.8% 25.0%
(ROE)

Return on capital employed (*) 51.6% 57.4% 54.1% 44.9% 39.4% 44.1%
(ROCE)

Solvency (*) 72% 70% 70% 72% 78.5% 80.3%
Working capital/turnover 16.8% 17.3% 18.5% 13.7% 22.4% 16.9%
Margin analysis and tax rate 1998 1999 2000 2001 2002 2003
EBITDA margin 26.7% 29.8% 29.1% 30.0% 30.1% 30.5%
EBIT margin 23.2% 25.9% 25.3% 25.2% 26.1% 27.0%
Net current profit margin 14.2% 16.1% 15.8% 15.5% 16.5% 18.1%
Net profit margin 13.7% 15.8% 15.4% 15.4% 16.5% 18.1%
Cashflow margin 17.3% 19.6% 19.3% 20.3% 20.4% 21.7%
Tax rate 37.3% 37.4% 37.8% 37.4% 37.1% 32.2%

Return on equity: Net profit / stockholders equity 2003+2002
2
Return on capital employed: Net profit / capital employed 2003+2002
2
Solvency: Stockholders’ equity / Balance sheet total
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Charter, Mission, Strategy

Mission

The mission of Van de Velde is to create, produce and market
luxury lingerie. This means that Van de Velde wants to offer lin-
gerie that is perfectly comfortable, of a high quality design and
with an appropriate feel for luxury, beauty and originality.

Van de Velde wants to help its clients to grow their business and
make them successful by developing brands with a high emo-
tional value for the consumer and supplying a wide and deep
range of products. Van de Velde wishes to offer these clients an

extensive but relevant service.

Van de Velde has great concern for and awareness of both the
natural and social environment, especially its workforce. It
wants to provide them with the opportunities for self-develop-
ment in a spirit of cooperation, so that each individual employee
is inspired to make a contribution to the success of the com-

pany.

Van de Velde wishes to create value in a sustainable way for its

shareholders.

Our Core Values

Quality
— Creativity
— Respect for the natural and social environment

Openness and transparency towards stakeholders and inter-
ested parties
— Individual development opportunities for employees

— Commitment of our partners

15

Our Objectives
Van de Velde wants to be a top 3-player on the luxury lingerie
market in every European country and the market benchmark in

terms of creativity and the quality of products and services.

Given that quality is one of the most important factors in the po-
tential success of Van de Velde, the company aspires to achieve
extensive chain management. This is expressed in partnerships
with suppliers governed by strict standards with respect to ma-
terials and the production process and in service driven and sup-
port based relationships with its clients.

Wherever retailers lack initiative, Van de Velde wants to ap-

proach the consumer itself.

Sales, support and price setting are adapted to the channel cho-
sen, so that the brand reaches the consumer in a coherent way.
Relevant services are developed for every type of client that
proved added value (management of storage space, merchan-
dising, software support, delivery, window dressing, etc).

In achieving these objectives, Van de Velde strives to generate
sufficiently high profitability to retain its financial independence
and increase its strength, on the one hand, and to offer its share-
holders continuous added value on their invested capital and pay

out an appropriate yearly dividend, on the other.

Van de Velde subscribes to the principles of sustainable enter-
prise. As a consequence, it wishes to take the interests of all
stakeholders into account in the formulation of its policy.



Charter, Mission, Strategy

Strategy

Van de Velde works with its partners from its head office as di-
rectly as possible to cut out go-betweens.

Van de Velde wants to maximise its core competencies and to
develop its advantage over its competitors further.

Van de Velde is outstanding in all its initiatives and is not pre-
pared to compromise in this regard in any way whatsoever.
Van de Velde permanently develops a high-quality and com-
petitive product range by continuously streamlining its de-
signs.

Van de Velde wants to achieve consistent growth in turnover
while maintaining profitability by optimising its sales activities
and other things.

16

— Van de Velde builds a strong position for its brands at Euro-

pean level with effective marketing.

Van de Velde eradicates inefficiencies on the market through
better geographical penetration and a greater market share at
the individual point of sale.

Van de Velde wants to create a pleasant working environment
in which its employees do a meaningful job and to offer them
the opportunity to develop their potential.

Van de Velde wishes to have a minimum impact on the envi-
ronment and to promote integration with its home regions.
Van de Velde intensifies the relationship with its partners in
general and with its suppliers in particular, through partnership
agreements among other things.



History and Current Group Structure

History

In 1919, shortly after the First World War, Achiel Van de Velde
and his wife Margaretha founded a workshop for the creation
and production of women's corsets in Schellebelle. Articles
were made to order and were typified by the pursuit of perfect
quality.

In the following decades the Van de Velde workshop underwent
a thoroughgoing evolution. Under the management of the chil-
dren and children-in-law of the founder, the company began to
manufacture bras and briefs and soon earned a reputation as a
producer of high-quality luxury women'’s lingerie. By the end of
the forties, these quality products were being delivered from
stock to retailers in Belgium and the Netherlands.

In the second half of the seventies Van de Velde explored new
territory. The company wanted to combine its pursuit of perfec-
tion and quality with permanent renewal and the creation of its
own style. This was the first step to becoming a major European
player on the luxury lingerie market.

The launch of the Marie Jo brand in 1981 secured the com-
pany's growth and expansion. Demand continued to rise and as
production took up more and more space and the lack of capac-
ity in Belgium started to hit — a dearth of seamstresses — Van de
Velde was forced to turn to foreign subcontractors in France and
China.

Products continued to be delivered from stock, but splitting
sales into presales and backorders paved the way to a more effi-
cient stock management and improved delivery.

Van de Velde acquired German brand PrimaDonna in 1990. As a
result, the brand experienced enormous expansion, making Van
de Velde the largest European supplier of large-size luxury and

fashion lingerie.

The relocation to low-wage countries continued with wholly
owned production plants in Hungary and later in Tunisia.

In 1997 Van de Velde offered 40% of its shares on the Brussels
stock exchange and 40% of its capital has been traded freely

ever since.
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The Marie Jo line was expanded at the end of the nineties with
the introduction of Marie Jo I'Aventure. Marie Jo I'Exclusive was

added a few years later, in 2001.

In 2001 Van de Velde took a shareholding in Top Form Interna-
tional (Top Form), a Chinese-based global producer of women'’s
lingerie listed on the Hong Kong stock exchange.

Top Form is the world's largest producer of lingerie (bras and
briefs) with its own production plants in China, the Philippines
and Thailand. It also distributes its own lingerie brands through
its own stores in Hong Kong and through wholesale channels in
China and Hong Kong.

Top Form employs over 8,500 people. This operation offers Van
de Velde great flexibility in its production and greater certainty in

the delivery of high-quality products.

In 2002 Van de Velde took a vanguard position in professionalis-
ing the industry with the founding of retail holding company
Osedis. Since then, five concept stores have opened: three in
Germany and two in France.

In 2003 the SA8000 label was awarded by SAI (Social Account-
ability International) after an external audit. This label was
granted for compliance with high social standards in the Belgian
plants and the head office of the Van de Velde Group.

The company'’s efforts have been rewarded many times down

the years:

— 1991: Oscar for Export

— 1995: Fashion Award (Netherlands)

1997: The Best of Marketing

1998: The Belgian Clothing Federation Trophy

— 2003: Inclusion in Ethibel’s sustainable investment register

— 2003: SA8000 label for the plants in Belgium and the head
office



History and Current Group Structure

Current Structure of the Group

Van de Velde NV
an g 1eice PUBLIC (40.9%)
Belgium
100% 100% 96% 49.899% 100% 95% 99.99% 100% 100% 99.86%
Van de Velde Van de Velde Van de Velde Guliano Pty Ltd Van de Velde Osedis NV Van de Velde Van de Velde PrimaDonna Soc.
UK Ltd Mode BV Marie Jo SA Termelo es France SARL Verwaltungs Wilhelm de Confection
Kereskedelmi Kft GmbH Meyer-Jlschen  de Kondar SARL
GmbH & C° Kg
Great Britain Netherlands Luxembourg Singapore Hungary France Germany Germany Tunisia
| \
99% 34.34% 1% 0.01%
Van de Velde Tunisie SARL Top Form International Van de Velde Tunisie SARL Van de Velde France SARL
Tunisia Hongkong Tunisia France
4% 5% 0.14%
Van de Velde Marie Jo SA Osedis NV Sotz’lgtlgo(?]edgrongegflon
Luxemburg il
100% 100% 100% 100%
Osedis France SARL Marie Jo Sarl Osedis Deutschland Gmbh Marie Jo Gmbh

— Shareholder Structure

Nearly 41% of the shares of Van de Velde NV are held by the
public. The other shares are held by Van de Velde Holding NV,
which represents the interests of the Laureys and Van de Velde

families.

— Notes to the Chart

All important activities are centralised in Belgium: design, mate-
rials management, quality control of incoming materials, cutting,
some production, quality control of manufactured articles and
distribution. That means that Van de Velde controls the entire

production process. All commercial and marketing activities are
also directed from the head office.

Retail holding company Osedis founded a franchise company
and a shop company in France and Germany. Through this initia-
tive Van de Velde wishes to open pilot stores that show multi-
brand clients how they can renew and adapt their business to
the needs of the customer.

In 2003 Osedis's starting capital was increased by 1 million
euros to 2 million euros.

The Hungarian and Tunisian facilities are assembly plants.

18



History and Current Group Structure

Van de Velde Marie Jo SA acts as its own insurance company. It
insures against any damage due to delivery stops, product
recalls, credit and transport risks and the loss of keyman.

The other subsidiaries are agents. They are responsible for the
local sellers.

All abovementioned companies are wholly owned subsidiaries
that are completely consolidated.

The holding company Guliano Pty Ltd. was founded by Van de
Velde together with the management of Top Form to structure a
joint stake in Top Form. The holding company Guliano is Top
Form’s major shareholder with a 34.34% stake. The original
stake of 50.04% was reduced in 2003 as a result of the conver-
sion of a loan note.

Other major shareholders are American company VF Intimates
(9.89% stake), which is also the largest client, accounting for
36% of turnover; Value Partners Limited (7.06%) and Van de
Velde itself (2%). The other shares are spread among the gen-
eral public and represent 47% of the total.

Van de Velde had also subscribed to 1 million USD notes in Top
Form. Around 860,000 USD of this was converted, as a result of
which Van de Velde acquired a direct 2% stake in Top Form. The
balance of around 140,000 USD was repaid. Van de Velde was
unable to convert all notes, because the stock market authori-
ties in Hong Kong oblige controlling shareholders or sharehold-
ers of controlling shareholders to make a public offer on all
shares if they participate in an increase in capital in excess of
2% in a twelve month period.
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The conversion raises Van de Velde's investment in Top Form
from 4.8 million euros to 5.6 million euros. The average pur-
chase price was 0.22 HKD per Top Form share. On 31 Decem-
ber 2003 the Top Form share price was 1.11 HKD. Given that
Van de Velde still holds 49.999% of Guliano’s shares, it retains a
total stake of 19.17% (17.17% + 2%) in Top Form.

The Board of Directors of Van de Velde decided to include the
financial statements of Guliano in its own consolidation in accor-
dance with the equity method. The Board of Directors shall
check compliance with the conditions of article 134, last section
of the Royal decree of 30 January 2001 at regular intervals to
assure itself of the continued suitability of this method. This arti-
cle prescribes the equity method when the common subsidiary
is not closely related to the company that holds common con-
trol. The Board of Directors and the Company Auditor are of the
opinion that the reasons for choosing the equity method are still
applicable.

The financial years of Top Form and Guliano close on 30 June.
They have historically chosen this date because the end of the
calendar year coincides with the peak in their activities, which
would perceptively hamper a full audit on 31 December. The
local auditors Deloitte Touche Tohmatsu did subject the financial
reporting of Top Form and Guliano to a partial audit in accor-
dance with the International Standards on Auditing applicable to
review engagements. This audit mainly consists of the analysis,
comparison and discussion of the financial figures and the valua-
tion methods.









Research and Development, Production, Quality Control

Research and Development
Research and development comprises two domains: on the one
hand, the creation and development of the products and, on the

other, research on materials and production methods.

— Creation and Development

The creation of a new product starts with the knowledge of the
client: a consumer profile is drawn up. The own store initiatives
(Osedis) play a major role here. It is also important to recognise
trends and to have a good understanding of how fashion works.
This is the raw input for the development of a number of themes

that form the basis of the new designs.

In this phase of creation the ideas are discussed with the most
important embroidery and fabrics suppliers and an initial selec-
tion of fabrics and materials is made. Van de Velde is increas-
ingly responsible for the design of the raw materials and fabrics.
As a result it is less dependent on the stocks of suppliers and
the final creation is less sensitive to external factors.

The first designs are drawn and a three dimensional visualisation
is generated. These designs undergo a feasibility study to map
all aspects and risks, including cost price, technical complexity

and reproducibility.

After consultation with the retailers, the future collections are
selected. Each series comprises a number of bras, briefs and re-
lated models and is developed in two or more colours. That
means around 200 different models per season.

In 2003 Van de Velde continued to invest in the expansion of this

department by recruiting new employees.
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— Materials Study
Van de Velde's own laboratory tests the elasticity, colourfast-
ness and other qualities of assorted materials. It is essential that

the technicity of all materials used is fully understood.

2003 saw the strengthening of the materials research team with

a number of new employees.

Production
Production comprises materials management and assembly.

The third aspect, quality control, is addressed below.

— Materials Management
The management and control of raw materials and computer
controlled cutting of the various sections is centralised in

Belgium.

— Assembly

Van de Velde's products are mostly assembled abroad.

The relocation of production is a controversial issue. A produc-
tion plant that closes when production is moved to another
country will usually make the news. Nevertheless, the problem
is often handled in a very one-sided way.

Van de Velde took its first well-considered relocation steps, 15
years ago. Even then there was already a significant lack of pro-
duction capacity in Belgium (a dearth of seamstresses), but relo-
cation offered strategic opportunities too. It gave Van de Velde
the possibility of realising production at a low cost, allowing the
company to grow and expand, and thus contributing in a major
way to its future. Strategic relocation at the time was an expres-
sion of vision and good management. It provided Van de Velde
with the financial resources to create brands and open up mar-
kets.
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Production shares in 2003

5%

N Belgium Hungary

s Tunisia . China

Our production strategy is still oriented keeping half of our pro-
duction in our own hands and to outsourcing the remainder to
subcontractors. That enables us to preserve and deepen the
production know-how in the company. It also hands the com-
pany significant flexibility to absorb the shifting production peaks
through subcontractors.

Production in Belgium fell slightly from 6.7% in 2002 to 5.4% in
2003. In spite of this decreasing trend Van de Velde acknowl-
edges the importance of its production in Belgium and believes
in its future, not so much to absorb the demand for mass pro-
duction, but to gain the benefits of flexibility, fast reaction times,
know-how and especially take advantage of the opportunities it
offers to develop and refine our production technologies.

The production plant in Hungary is now mature. The company
has reached full capacity and so the share of this plant in total
group production fell slightly.
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The plant in Tunisia has major growth potential. Its share in total
production rose once again, a trend that is set to continue in the
next few years. The company has not yet reached its full pro-
duction capacity and Van de Velde is considering additional in-
vestments in the future.

The production share of Top Form remained relatively stable and
accounts for the largest part of total production. The Top Form
stake means that Van de Velde is assured reliable, high quality

production.

Quality Control

Van de Velde makes special efforts to produce articles of flaw-
less quality. That's because quality is its trademark and the key
to customer satisfaction. Controlling quality throughout the en-
tire production chain, including the services and products of sup-
pliers, is a major challenge.

— Raw Materials

An essential part of quality control is monitoring the quality of
the raw materials. Van de Velde undertakes various initiatives to
combat the non-conformity of raw materials.

In the first place, the close relations with suppliers have been in-
tensified. Contacts with the suppliers are intense, with periodi-
cal company visits and a willingness to work out raw materials
development and production in unison to guarantee high quality.
The first Suppliers’ Day was organised in 2003. The aim was to
enable suppliers to become acquainted with the corporate
philosophy of Van de Velde and the importance of high quality
raw materials for the company.

One of the results was the composition of a Suppliers’ Manual
describing the rights and obligations of suppliers. Van de Velde
imposes certain quality requirements and demands certain guar-
antees.
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The next step is a random visual inspection of every shipment to
identify visible faults. This is realised by rolling out the materials
on a large, specially designed inspection table.

Van de Velde uses state of the art equipment to assess the
colour conformity and homogeneity of the dyed shipment at the
same time.

If deviations are identified the shipment is refused and returned
to the supplier. Van de Velde's major involvement in the produc-
tion of raw materials means that deviations are becoming less
and less common.

Quality-related performance is recorded in a biannual report that
is used as input for discussions with suppliers and any quality
improvement actions.

— Production Process

The production process is a vital part of transforming high quality
raw materials into a high quality finished product. Van de Velde
refuses to compromise on quality. The quest for the best pro-
duction method is a permanent one, a process in which the

Belgian plant plays an essential role. There is also thorough train-
ing for employees and investments in the best materials.

— Finished Products

Every finished product from every production plant is shipped to
the Wichelen distribution centre, where it undergoes a full indi-
vidual check for compliance with the standards laid down for
each model type in the inspection procedure. That means that
between 15,000 and 25,000 articles are checked individually

every day.

Distribution

After the quality controls the articles are conveyed to the distrib-
ution centre warehouse at a buffer or pick location. The existing
infrastructure still has room for expansion.

After picking the articles are scanned and packed, provided with
an invoice and transport label and collected by the carrier.
Around 750 packs or 16,000 articles are dispatched every day by

30 employees.
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Commercial Policy

Products and Markets

Van de Velde's market covers the luxury segment of bras,
matching briefs and body stockings. The luxury segment is char-
acterised by high demands on quality and a consumer price of
over 40 euros per item.

The total wholesale value of the western European lingerie mar-
ket is estimated at five billion euros, while the luxury lingerie
segment is estimated to be worth a billion euros. Van de Velde
has over 9% of this luxury lingerie segment market.

The lingerie market is controlled by three major groups.

The first is the distributors. Some of these have adopted the
store concept and distribute their products under their own
private label (Hunkemdller, Etam Lingerie, Women's Secret,
Body One) or a branded product (Orcanta). Others distribute
branded products through department stores (Inno, de Bijen-
korf, Printemps, Galeries Lafayette) or under their own private
label (H&M, Carrefour).

The second group accommodates the major multinationals
oriented exclusively to lingerie, such as Triumph (Triumph, Sloggi
and Valisére) or to a range of products. The second type has
acquired a number of lingerie companies in the past few years.
Sarah Lee, for example, has the lingerie brands Dim, Chantal
Thomass, Playtex and Gossard in its stable. Another American,
VF Corporation, markets the brands Vanity Fair, Variance, Lou,
Bolero and Gemma. Warnaco distributes Warner's, Lejaby and
Rasurel.

This group used to focus operations on the middle and low seg-
ment, but after the acquisition of a number of luxury brands it is
also represented in the luxury segment through the multi-brand
store.

The third group is made up of the traditional lingerie brands, in-
cluding Van de Velde.

Van de Velde has positioned itself in the price segment between
Italy's La Perla (236 million euros turnover) and France's
Chantelle (220 million euros turnover).

Lise Charmel (49 million euros turnover), Aubade (46 million

euros turnover), Barbara (42 million euros turnover), Simone
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Pérele (56 million euros turnover) and the abovementioned
Lejaby are all found in a similar price segment.
Finally, there are a hundred or so minor players concentrated in

France and Italy that primarily serve local markets.

Van de Velde distributes its products almost exclusively through
independent multi-brand stores, which represent close to 20%
of the total lingerie market and is predominantly active in luxury
segment. Independent retailers are finding it increasingly diffi-
cult to survive in the big cities however.

Their place is being taken over by luxury department stores,
such as Inno in Belgium and Printemps and Galeries Lafayette in
France, and by distribution chains such as Etam Lingerie,
Women's Secret, Hunkemoller and others, which do operate in
a lower price segment.

Van de Velde has a presence in most luxury department stores.
With the launch of our brand stores we are attempting to bring

luxury lingerie back to the high streets.

Van de Velde designs, produces and markets luxury lingerie only

under its own brand name.

The market is highly fragmented and consumers have different

perceptions when it comes to lingerie. Van de Velde takes

account of these different perceptions by marketing four brands:

— Marie Jo: fine lingerie, luxurious, refined, fashionable; for
today’s self-aware, active woman;

— Marie Jo I’Aventure: extravert and energetic, spontaneous,
pure, no frills, but the same quality as Marie Jo;

— Marie Jo I’Exclusive: exceptionally creative, glamorous,
absolute perfection; for the extravert;

— PrimaDonna: like Marie Jo luxurious comfort, perfect fit,
fashionable, self-aware, but for more generous cups and
larger sizes.

PrimaDonna also includes a more uncompromising creative
and glamorous line.

The Marie Jo I'Exclusive and PrimaDonna brands have a unique

niche position.



Activity Report

Profit and loss account 2002 2003

{in millions of euros)

Turnover 134.4 121.4
Operating profit 15.9 17.7

Net profit 121 14.3
Balance sheet

Shareholders’ equity 18.4 27.4

Net liquidity (4.3) 3.3

Ratios

Solvency 22% 40%

Net profit margin 11.6% 12.2%
Number of shares 813,230,541 1,071,349,957
Net profit per share 0.1105 HKD 0.118 HKD
Exchange rate 0.465 HKD 1.11 HKD
Exchange rate/profit 4.2 9.4

Market capitalisation 378,152,202 HKD 1,189,198,452 HKD
— Guliano

Van de Velde has a 49.999% shareholding in Guliano, which in
turn has a 34.34% shareholding in Top Form, making it the major
shareholder.

Guliano has no stakes in other companies. As reported above,
Van de Velde also has a direct 2% stake in Top Form.

To cover the financing of any repayment of a 15.5 million USD
loan note Guliano had issued a guarantee to a bank consortium
amounting to a third of the total amount of this loan. This guar-
antee was repaid to Guliano in 2003 as a consequence of the
conversion into shares of the loan note. Guliano then redistrib-
uted this amount to its shareholders.

Guliano’s core figures are given below on a calendar basis. They
are converted to euros on the basis of the average exchange
rate of 8.873442 HKD per euro for the profit and loss account
and a closing rate of exchange of 9.8049 HKD per euro for the
balance sheet.
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The results achieved by Top Form were included according to
the equity method.

2002 2003
Share in the profit of Top Form 7.7 6.3
Goodwill depreciation (1.5) (0.9)
Costs and taxes (0.9 (0.8)
Net profit 5.3 4.6
Assets Liabilities
Stake 12.5 Shareholders’ equity 15.4
Liquidities 2.9

Deloitte Touche Tohmatsu have audited the financial statements
of Top Form as of 30 June. In their opinion their financial state-
ments give a true and fair view of the state of affairs of the com-
pany. Van de Velde asked Deloitte, Touche Tohmatsu to subject
the financial statements as of 31 December 2003 to a limited
review. The conclusion was as follows: “Based on our review,
except for the failure of preparing the disclosure notes to the
financial information, nothing has come to our attention that
causes us to believe that the accompanying financial information
do not give a true and fair view in accordance with International
Accounting Standards and the accounting principles of the Van
de Velde group.”

Guliano is included in the results of the Van de Velde Group
according to the equity method (in millions of euros).

Via Guliano: 4.6 x 49.999% = 2.3
Directly = 02
2.5
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The investment in TopForm has the following impact on Van de

Velde's consolidated figures:

Via Guliano Directly Total
Investment 4.8 0.8 5.6
Goodwill (0.3) (0.3)
2002 result 2.7 2.7
2002 conversion difference  (0.9) (0.9)
2003 result 2.3 0.2 25
2003 conversion difference  (1.3) (0.1 (1.4)

This book value of 8.2 million euros in the consolidated annual
accounts of Van de Velde is balanced by a market value of 23.3
million euros (market capitalisation of Top Form at the closing
rate of exchange of 1.11 HKD on 31 December 2003 converted
at 9.8049 HKD per euro)

— IFRS (International Financial and Reporting Standards)
Inclusion in the NextPrime Segment of Euronext entails the
obligation to apply all IFRS standards. The valuation rules drawn
up for the whole group in 2003 will be applied for the first time in
2005. The new valuation rules impact the valuation of tangible
fixed assets. For depreciable assets, we have opted for a linear
depreciation method.

There will also be a number of reclassifications. These will not
impact the calculation of the group result however. The results
for the first half of 2004 will include a memo showing the IFRS
opening balance on 1 January 2004. A consolidated IFRS bal-
ance sheet is also scheduled for publication on 30 June 2004. It
will be reconciled with the profit and loss account and the bal-
ance sheet drawn up in accordance with Belgian accounting
standards.

A management information system has now been developed
that will allow the consolidated annual accounts to be reported

and clarified in accordance with IFRS standards as of 2005.
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Major events after 31 December 2003

On 15 January 2004 the trustee of the bankrupt Déwé Interna-
tional announced that it accepted the 31 December 2003 ruling
of the Ghent Court of Appeal confirming the earlier judgement
of the Commercial Court at Dendermonde, in which the claim of
the trustee was judged to be unjustified and Van de Velde was
judged to be in the right. The provisions made were withdrawn

in the annual accounts of Van de Velde on 31 December 2003.

Outlook for 2004

Market conditions remain difficult. Van de Velde's main concern
continues to be achieving its long-term objective of becoming
market leader in high quality and creative lingerie.

That has led it to intensify its business efforts, from creation and
production to logistics and marketing. In 2004 Van de Velde's

minimum target is to maintain its turnover and profitability.

Proposed profit distribution

The Board of Directors proposes to the General Meeting of
Shareholders payment of a dividend of 2.2674 euros per share.
After payment of 25% tax, this represents a net dividend of 1.70
euros per share. After approval by the General Meeting payment
of the dividend will be paid out from 1 June 2004 at branches of

the KBC and ING banks upon presentation of coupon 7.

Proposed profit distribution EURO
Results for the financial year 20,029,440
Profit available 20,029,440
Gross dividend of 2.2674 euros

on 2,704,410 shares 6,132,075
Addition to the reserves 13,897,365












