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If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the

Securities Act, check the following box: [X]

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box
and list the Securities Act registration statement number of the earlier effective registration statement for the same offering. [ ]

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. [ ]

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. [ ]

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box. [ ]

Calculation of Registration Fee

Proposed Proposed
maximum maximum
Title of each class offering aggregate Amount of
of securities to be Amount to be price per offering registration
registered registered (1) share price fee
Common Stock up to 8,000,000 2) $10,000,000(3) $920
Common Stock issuable upon
exercise of underlying Navigator
Warrants 150,000 $1.7892 $ 268,380 $ 25
Total Fee $10,268,380 $945(4)

(footnotes on next page)
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(1) Estimated solely for the purpose of calculating the amount of the registration fee in accordance with Rule 457(0) under the Securities Act of
1933, as amended (the Securities Act ).

(2) The price per share will vary based on the volume weighted average daily price of our common stock at the time of a draw down. The
purchase price will be equal to 90% of the daily volume weighted average price of our common stock on the applicable date, as described in
greater detail in the description of the common stock purchase agreement. The agreement allows for an unlimited number of draws over a
period of 24 months for amounts up to 20% of the volume weighted average price multiplied by the average daily trading volume multiplied
by the number of trading days in the applicable draw down period, per draw. The draw down period will be either 5, 10, 15 or 20
consecutive trading days, at our option.

(3) This represents the maximum purchase price that Navigator Investments Holding IX Limited is obligated to pay us under the common stock
purchase agreement. The maximum proceeds we can receive is $10,000,000 less $1,500 in escrow fees and expenses per draw down.

(4) No additional fees are payable since the Registrant paid a registration fee of $970 upon the initial filing.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until
the Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective
in accordance with Section 8(a) of the Securities Act of 1933, as amended, or until the Registration Statement shall become effective on
such date as the Commission, acting pursuant to said Section 8(a), may determine.
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PROSPECTUS

LJ INTERNATIONAL INC.

8,150,000 Shares of Common Stock

This prospectus relates to the resale by Navigator Investments Holding IX Limited, a Nevis corporation, of up to 8,000,000 shares of our
common stock that may be issued through a common stock purchase agreement between us and Navigator, as further described in this
prospectus. See  Common Stock Purchase Agreement beginning on page 78. This prospectus also relates to the resale of 150,000 shares of our
common stock underlying 150,000 warrants issued to Navigator in connection with the common stock purchase agreement.

Navigator is an underwriter within the meaning of the Securities Act of 1933 in connection with its sales.

Our common stock is listed on The Nasdaq National Market under the symbol JADE. The last reported sales price for our common stock on
The Nasdaq National Market on November 18, 2002 was $1.30 per share.

The Securities Offered Hereby Involve a High Degree of Risk.
See Risk Factors Beginning on Page 10.

These securities have not been approved or disapproved by the Securities and Exchange Commission or any state securities commission
nor has the Securities and Exchange Commission or any state securities commission passed upon the accuracy or adequacy of this
prospectus. Any representation to the contrary is a criminal offense.

The date of this prospectus is , 2002.
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INSIDE FRONT COVER

You should rely only on the information contained in this prospectus. We have not, and the underwriters have not, authorized
anyone to provide you with different information. If anyone provides you with different information, you should not rely on it. We are
not, and the underwriters are not, making an offer to sell these securities in any jurisdiction where the offer or sale is not permitted.
You should assume that the information contained in this prospectus is accurate only as of the date on the front cover of this prospectus.
Our business, financial condition, results of operations and prospects may have changed since that date.

Until  , 2003 (25 days after the commencement of this offering), all dealers that effect transactions in these securities, whether or not
participating in this offering, may be required to deliver a prospectus. This requirement is in addition to the obligation of dealers to deliver a
prospectus when acting as underwriters and with respect to their unsold allotments or subscriptions.

Table of Contents 6
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PROSPECTUS SUMMARY

This summary is not complete and does not contain all of the information that you should consider before investing in our common
stock. You should read the entire prospectus carefully, including the more detailed information regarding our company, the risks of
purchasing our common stock discussed under Risk Factors, and our financial statements and the accompanying notes.

The Company

We are a totally vertically integrated producer of finished semi-precious gemstones and fine quality gemstone jewelry. We cut and polish
semi-precious gemstones and design, manufacture, market and distribute gem set jewelry to fine jewelers, department stores, national jewelry
chains and electronic and specialty retailers throughout North America and Western Europe. Our product line includes all major categories that
are sought by major retailers, including earrings, necklaces, pendants, rings and bracelets. Our jewelry is crafted in gold, platinum and sterling
silver and is set with semi-precious and precious stones, including diamonds.

We believe that our vertically integrated structure provides significant advantages over our competitors. All profits from value added
processes are captured internally, rather than shared with third party manufacturers. This results in very competitive pricing for the retailer and
enhanced profits for us. Innovative processes in stone cutting and manufacturing further enhance our competitive position.

Our principal executive offices are located at Unit #12, 12/F, Block A, Focal Industrial Centre, 21 Man Lok Street, Hung Hom, Kowloon,
Hong Kong, telephone 011 (852) 2764-3622.

Common Stock Purchase Agreement Relating to Equity Line

Effective April 15, 2002, we entered into a common stock purchase agreement with Navigator for the potential future issuance and sale of up
to $10,000,000 of our common stock. Subject to restrictions, limitations and other obligations that are described in the common stock purchase
agreement and throughout this prospectus, over a period of 24 months, we, at our sole discretion and from time to time, may draw down on this
facility, sometimes termed an equity line, and Navigator is obligated to purchase shares of our common stock. Each purchase of shares under the
common stock purchase agreement is referred to as a draw down. The purchase price of the common stock purchased as to any draw down will
be equal to 90% of the daily volume weighted average price of our common stock on the applicable date (the Purchase Price Percentage ).

We may make an unlimited number of draw down requests over a 24-month period, pursuant to which Navigator is obligated to purchase up
to an aggregate of $10 million of our
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common stock. The purchase price with respect to each draw down will reflect a 10% discount to the market price of our common stock over a
period of days preceding each draw down request. In addition, as a commitment fee, we have issued to Navigator a warrant to purchase 150,000
shares of our common stock exercisable through April 14, 2005 at an exercise price equal to $1.7892.

In general, if we elect to draw down on the equity facility, the maximum amount we can draw down at any one time is 20% of the volume
weighted average price of our common stock multiplied by the average daily trading volume multiplied by the number of trading days in the
applicable draw down period. The draw down period will be either 5, 10, 15 or 20 consecutive trading days, at our option.

The total number of shares that may be issued under the facility will depend on a number of factors, including the market price and trading
volume of our common stock during each draw down period. The proceeds we receive from each draw down will also be reduced by a $1,500
escrow fee. If, on any day during the draw down pricing period, the average volume weighted price of our common stock drops below the
minimum threshold price that we specify in the draw down request, that day will be excluded from the relevant settlement and the aggregate
amount of our draw down request will be reduced accordingly.

For more details on the structure of the equity line and the limitations on our ability to use the equity line, see Risk Factors and Common
Stock Purchase Agreement elsewhere in this prospectus.

The Offering

Securities offered by selling

shareholder 8,150,000 shares of common stock, representing 8,000,000 shares issuable
pursuant to the equity line and 150,000 shares issuable upon exercise of
warrants owned by Navigator.

Use of Proceeds All funds that we receive upon the sale of our shares to Navigator and upon the
exercise, if any, of the warrants will be used for general corporate purposes.

Risk Factors Please read the Risk Factors section of this prospectus since an investment in
our common stock involves a high degree of risk and could result in a loss of
your entire investment.

Nasdaq National Market
symbol JADE
4-
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Summary Consolidated Financial Data
(Amounts in thousands, except per share amounts)

The following selected consolidated financial data with respect to each of the years in the five-year period ended April 30, 2002 have been
derived from our audited consolidated financial statements. You should read the following selected consolidated financial data in conjunction
with Management s Discussion and Analysis of Financial Condition and Results of Operations and the Consolidated Financial Statements and
Notes included elsewhere in this prospectus.

We prepare our consolidated financial statements in accordance with Hong Kong GAAP, which differs in certain material respects from US
GAAP. For a discussion of the significant differences between Hong Kong GAAP and US GAAP, see Note 19 of Notes To And Forming Part
Of The Financial Statements.

Consolidated Statements of Operations Data:

Year ended April 30,
1998 1999 2000 2001 2002 2002
HK$ HK$ HK$ HK$ HK$ US$
Amount in accordance with Hong Kong
GAAP
Operating revenues 124,199 195,219 300,901 357,785 303,326 39,240
I I I I I I
Operating income (loss) 31,540 39,723 38,725 36,472 (57,868) (7,487)
Interest expense, net (6,964) (5,186) (2,980) (2,781) (3,364) (435)
Income (loss) before income taxes 24,576 34,537 35,745 33,691 (61,232) (7,922)
Income taxes (charge) credit (2,120) (380) 25) (1,637) 784 101
Net income (loss) 22,456 34,157 35,720 32,054 (60,448) (7,821)
I I I I I I
Dividends per share
Numerator:
Net income (loss) used in computing basic
earnings (loss) per share 22,456 34,157 35,720 32,054 (60,448) (7,821)
Interest on 3% convertible debentures 251 127
Adjusted net income (loss) used in
computing diluted earnings (loss) per
share 22,456 34,157 35,971 32,181 (60,448) (7,821)

-6-
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Denominator:

Weighted average number of shares outstanding

basic (thousands)

Effect of dilutive potential ordinary shares:
3% convertible debentures
Warrants
Options

Weighted average number of shares outstanding

diluted (thousands)

Earnings (loss) per share basic

Earnings per share diluted

Amount in accordance with US GAAP
Operating revenues

Operating income (loss) before income
taxes (as restated for 1999, 2000 and 2001
- see Note)

Net income (loss) per US GAAP (as
restated for 1999, 2000 and 2001 - see
Note)

Dividends per share

Numerator:

Net income (loss) used in computing basic
earnings (loss) per share (as restated for
1999, 2000 and 2001 - see Note)

Interest on 3% convertible debentures

Year ended April 30,
1998 1999 2000 2001 2002 2002
HKS$ HKS$ HK$ HK$ HK$ US$
4,539 6,347 6,589 8,567 8,672 8,672
337 49
5 7
1 6
4,544 6,348 6,933 8,622 8,672 8,672
] | ] ] | ]
495 5.38 5.42 3.74 (6.97) (0.90)
] | ] ] | ]
494 5.38 5.19 3.73 (N/A) (N/A)
] | ] ] | ]
Year ended April 30,
1998 1999 2000 2001 2002 2002
HK$ HK$ HK$ HK$ HK$ Us$
(Restated) (Restated) (Restated)
124,199 195,219 300,901 357,785 303,326 39,240
| | | | | |
14,325 32,347 29,698 25,868 (61,853) (8,002)
12,205 31,967 29,673 24,231 (61,069) (7,901)
12,205 31,967 29,673 24,231 (61,069) (7,901)
251 127
-
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Adjusted net income (loss) used in computing
diluted earnings (loss) per share (as restated for
1999, 2000 and 2001 - see Note)

Denominator:

Weighted average number of shares
outstanding under HK GAAP  basic
(thousands)

Shares for Deen Merger

Weighted average number of shares
outstanding under US GAAP  basic (thousands)
Effect of dilutive potential ordinary shares:

3% convertible debentures

Warrants

Options

Weighted average number of shares
outstanding under US GAAP  diluted
(thousands)

Earnings (loss) per share  basic (as restated for
1999, 2000 and 2001 - see Note)

Earnings (loss) per share diluted (as restated
for 1999, 2000 and 2001 - see Note)

Year ended April 30,
1998 1999 2000 2001 2002 2002
HK$ HK$ HK$ HK$ HK$ US$
(Restated) (Restated) (Restated)
12,205 31,967 29,924 24,358 (61,069) (7,901)
| | | | | |
4,539 6,347 6,589 8,567 8,672 8,672
62
4,601 6,347 6,589 8,567 8,672 8,672
337 49
5 18
1 1 107 107
4,606 6,348 6,944 8,617 8,779 8,779
| | | | | |
2.65 5.04 4.50 2.83 (7.04) 0.91)
| | | | | |
2.65 5.04 431 2.83 (7.04) 0.91)
| | | | | |

Note:  The operating income before income taxes and the net income per US GAAP for the years ended April 30, 1999, 2000 and 2001 have
been restated to reflect compensation costs for stock-based compensation and interest expense arising from beneficial conversion
features of convertible debentures omitted when previously reported. For more details, please refer to notes 19(d) and 19(e) to the

Consolidated Financial Statements.

-8-
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Consolidated Balance Sheet Data:

As of April 30,
1998 1999 2000 2001 2002 2002
HKS$ HK$ HKS$ HKS$ HKS$ US$
(Restated)
Amount in accordance with Hong
Kong GAAP
Working capital 39,090 75,645 158,795 155,787 93,652 12,115
Total assets 154,616 222,875 310,539 367,379 332,177 42,972
Long-term obligations 10,544 9,028 29,472 2,216 61 8
Total shareholders equity 90,257 128,428 188,179 242,635 182,187 23,568
Amount in accordance with US
GAAP
Working capital 39,090 75,645 158,937 155,787 93,652 12,115
Total assets 142,307 213,020 306,881 365,614 332,088 42,961
Long-term obligations 10,544 9,028 22,755 2,216 61 8
Total shareholders equity 77,948 118,573 191,235 240,870 182,098 23,557
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RISK FACTORS

Any investment in shares of our common stock involves a high degree of risk. You should carefully consider the risks and uncertainties
described below and the other information in this prospectus before deciding whether to invest in shares of our common stock. If any of these
risks occur, our business, results of operations and financial condition would likely be materially adversely affected. This could cause the trading
price of our common stock to decline, and you might lose part or all of your investment in our common stock.

Risks Related to Our Business

We depend upon QVC, Inc. for a large portion of our sales and we cannot be certain that these sales will continue. If they do not, our
revenues will likely decline.

Although we sell to a large number of customers in a variety of markets, a substantial portion of our sales involve rings to one volume
customer, QVC, Inc. For the fiscal years ended April 30, 2001 and 2002, QVC, Inc. accounted for approximately 47% and 28% of our sales.
Although we have maintained a good and longstanding relationship with this customer, we do not have any long-term contracts with QVC, Inc.,
who orders only on a purchase order basis. The loss of QVC, Inc. as a customer or a significant reduction in its orders would have a materially
adverse effect. We cannot assure that QVC, Inc. will continue to use us for the design and manufacture of a portion of their jewelry
requirements.

We are controlled by one of our existing shareholders, whose interests may differ from other shareholders.

Our largest shareholder beneficially owns or controls approximately 36.5% of our outstanding shares as of September 30, 2002. Accordingly,
he has controlling influence in determining the outcome of any corporate transaction or other matter submitted to the shareholders for approval,
including mergers, consolidations and the sale of all or substantially all of our assets, election of directors, and other significant corporate
actions. He also has the power to prevent or cause a change in control. In addition, without the consent of this shareholder, we could be
prevented from entering into transactions that could be beneficial to us. The interests of this shareholder may differ from the interests of the
other shareholders.

We face significant competition from larger competitors.

The manufacture and distribution of jewelry is a highly competitive industry characterized by a diversity and sophistication of product. We
compete with major domestic and international companies with substantially greater financial, technical and marketing resources and personnel
than us. There can be no assurance other jewelry manufacturers will not similarly develop low-cost, high-volume production capability or an

even better process, providing greater competition for us and materially affecting our business prospects.

-10-
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There are numerous factors relating to the operations of our business that could adversely affect our success and results.

As a manufacturer and merchandiser of low-cost, high-quality gem-set jewelry, our existing and future operations are and will be influenced
by several factors, including:

technological developments in the mass production of jewelry;

our ability to efficiently meet the design and production requirements of our customers;

the market acceptance of our customers jewelry;

increases in expenses associated with continued sales growth;

our ability to control costs;

our management s ability to evaluate the public s taste and new orders to target satisfactory profit margins;
our capacity to develop and manage the introduction of new designed products; and

our ability to compete.
Quality control is also essential to our operations, since customers demand compliance with design and product specifications and
consistency of production. We cannot assure that revenue growth will occur on a quarterly or annual basis.

Our sales and marketing operations are performed principally at our executive offices which are located in Hong Kong. As a result, our
results of operations and financial condition may be influenced by the political situation in Hong Kong and by the general state of the
Hong Kong economy.

On July 1, 1997, sovereignty over Hong Kong was transferred from the United Kingdom to China, and Hong Kong became a Special
Administrative Region of China, an SAR. As provided in the Sino-British Joint Declaration on the Question of Hong Kong, referred to as the
Joint Declaration, and the Basic Law of the Hong Kong SAR of China, referred to as the Basic Law, the Hong Kong SAR is to have a high
degree of autonomy except in foreign and defense affairs. Under the Basic Law, the Hong Kong SAR is to have its own legislature, legal and
judicial system and full economic autonomy for 50 years. We cannot assure, however, that changes in political or other conditions will not result
in an adverse impact on our financial and operating condition.

Our manufacturing facilities are located in China. Our results of operations and financial condition may, therefore, be influenced by the
economic, political, legal and social conditions in China.

Since 1978, the Chinese government has been reforming, and is expected to continue to reform, China s economic and political systems. Such
reforms have resulted in significant social progress. Other political, economic and social factors could also lead to further readjustment of the
reform measures. This refinement and readjustment process may not always have a positive effect on our operations in China. At times, we may
also be adversely affected by changes in

-11-
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policies of the Chinese government such as changes in laws and regulations or their interpretation, the introduction of additional measures to
control inflation, changes in the rate or method of taxation and imposition of additional restrictions on currency conversion and remittances
abroad.

Our products are currently manufactured at our factories located in Shantou and Shenzhen, China. However, firefighting and disaster
relief or assistance in China are primitive by Western standards.

We have obtained fire, casualty and theft insurance aggregating approximately $10.9 million covering several of our stock in trade, goods and
merchandise, furniture and equipment and factory buildings in China. The proceeds of such insurance may not be sufficient to cover material
damage to, or the loss of, our factories due to fire, severe weather, flood or other cause, and such damage or loss would have a material adverse
effect on our financial condition, business and prospects. Consistent with the customary practice among enterprises in China and due to the cost
in relation to the benefit, we do not carry any business interruption insurance in China.

Sales of our jewelry to retailers are generally stronger between June and January of each year due to the importance of the holiday
selling season.

The approximately 28% of our sales during the fiscal year ended April 30, 2002 to our largest customer, QVC, Inc., were not seasonal in
nature. It has been our management s experience that the remaining 72% of our total sales are seasonally sensitive.

Our holding company structure creates restrictions on the payment of dividends.

We have no direct business operations, other than our ownership of our subsidiaries. While we have no current intention of paying dividends,
should we decide in the future to do so, as a holding company, our ability to pay dividends and meet other obligations depends upon the receipt
of dividends or other payments from our operating subsidiaries and other holdings and investments. In addition, our operating subsidiaries are
subject to restrictions on their ability to make distributions to us, including as a result of restrictive covenants and minimum net worth
requirements in loan agreements, restrictions on the conversion of local currency into U.S. dollars or other hard currency and other regulatory
restrictions.

It may be difficult to serve us with legal process or enforce judgments against us or our management.
We are a British Virgin Islands holding company, and all or a substantial portion of our assets are located in China and Hong Kong. In
addition, all but one of our directors and officers are non-residents of the United States, and all or substantial portions of the assets of such

non-residents are located outside the United States. As a result, it may not be possible to effect service of process within the United States upon
such persons. Moreover, there is doubt as to whether the courts of the British Virgin Islands, China or Hong Kong would enforce:

-12-
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judgments of United States courts against us, our directors or our officers based on the civil liability provisions of the securities laws of
the United States or any state; or

in original actions brought in the British Virgin Islands, China or Hong Kong, liabilities against us or non-residents based upon the
securities laws of the United States or any state.
Some information about us may be unavailable due to exemptions under the Exchange Act for a foreign private issuer.

We are a foreign private issuer within the meaning of the rules under the Exchange Act. As such, we are exempt from certain provisions
applicable to United States public companies, including:

the rules under the Exchange Act requiring the filing with the Securities and Exchange Commission of quarterly reports on Form 10-Q or
current reports on Form 8-K;

the sections of the Exchange Act regulating the solicitation of proxies, consents or authorizations in respect of a security registered under
the Exchange Act; and

the sections of the Exchange Act requiring insiders to file public reports of their stock ownership and trading activities and establishing
insider liability for profits realized from any short-swing trading transaction.
Because of these exemptions, investors are not provided the same information which is generally available about public companies organized in
the United States.

Since we are a British Virgin Islands company, the rights of our shareholders may be more limited than those of shareholders of a
company organized in the United States.

Under the laws of most jurisdictions in the United States, majority and controlling shareholders generally have certain fiduciary
responsibilities to the minority shareholders. Shareholder action must be taken in good faith and actions by controlling shareholders which are
obviously unreasonable may be declared null and void. British Virgin Island law protecting the interests of minority shareholders may not be as
protective in all circumstances as the law protecting minority shareholders in U.S. jurisdictions. In addition, the circumstances in which a
shareholder of a BVI company may sue the company derivatively, and the procedures and defenses that may be available to the company, may
result in the rights of shareholders of a BVI company being more limited than those of shareholders of a company organized in the U.S. Further,
our directors have the power to take certain actions without shareholder approval which would require shareholder approval under the laws of
most U.S. jurisdictions. The directors of a BVI corporation, subject in certain cases to court approval but without shareholder approval, may
implement a reorganization, merger or consolidation, the sale of any assets, property, part of the business, or securities of the corporation. Our
ability to amend our Memorandum of Association and Articles of Association without shareholder approval could have the effect of delaying,
deterring or preventing a change in our control without any further action by the shareholders, including a tender offer to purchase our common
stock at a premium over then current market

-13-
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prices. For more complete information, see Description of Securities - Differences in Corporate Law on page 73.
Risks Related To This Offering

If we are unable to obtain additional funds from other financings, we may have to curtail the scope of our operations and alter our
business model.

Amounts available under the equity line may not be sufficient to meet our cash needs in the future. In addition, business and economic
conditions may make it unfeasible or undesirable to draw down under the common stock purchase agreement at every opportunity, and only one
draw down may occur at a time. If additional financing is not available when required or is not available on acceptable terms, we may be unable
to continue our operations at current levels.

If the price and the trading volume of our common stock remain at current levels, we will be unable to draw down all or substantially all
of the $10,000,000 under the equity line.

The maximum draw down amount of any draw down under our equity line facility will be equal to 20% of the weighted average price for our
common stock for the particular number of trading days immediately prior to the date that we deliver notice to Navigator of our intention to
exercise a draw down multiplied by the total trading volume in respect of our common stock for such period. If our stock price and trading
volume remain at current levels, then either the maximum draw down amount formula or the threshold price will probably prevent us from being
able to draw down all of the proposed equity line facility with Navigator. For example, during the 10 trading day period ended September 19,
2002, our weighted average stock price was $1.1961 per share and our total daily trading volume was 126,850 shares. Based on such stock price
and trading volume levels, the maximum draw down amount available to us during such period would have been $30,345. Accordingly, if our
stock price and the trading volume of our stock remain at these levels for the near future, we will be unable to access the full $10,000,000 under
the equity line.

Our common stock purchase agreement with Navigator and the issuance of shares to Navigator thereunder may cause significant
dilution to our stockholders and, together with guidance we may issue to analysts and the financial community, may have an adverse
impact on the market price of our common stock.

The resale by Navigator of the common stock that it purchases from us will increase the number of our publicly traded shares, which could
depress the market price of our common stock. Moreover, as all the shares we sell to Navigator will be available for immediate resale, the mere
prospect of our sales to it could depress the market price for our common stock. The shares of our common stock issuable to Navigator under the
equity line facility will be sold at 90% of the daily volume weighted average price of our common stock during the draw down period. The
proceeds paid to us upon each draw down will be net of an escrow agent fee of $1,500. If we were to require Navigator to purchase our common
stock at a time when our stock price is
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low, our existing common stockholders will experience substantial dilution. The issuance of shares to Navigator will therefore dilute the equity
interest of existing stockholders and could have an adverse effect on the market price of our common stock.

The perceived risk of dilution may cause our stockholders to sell their shares, which would contribute to a decline in the price of our common
stock. Moreover, the perceived risk of dilution and the resulting downward pressure on our stock price could encourage investors to engage in
short sales of our common stock. By increasing the number of shares offered for sale, material amounts of short selling could further contribute
to progressive price declines in our common stock.

In addition, from time to time, we may issue guidance to analysts and the financial community regarding our projected results for future
periods and revisions to guidance previously issued. The dissemination of guidance or revisions to guidance previously issued may increase the
volatility of our stock price.

If our common stock price drops significantly, we may be delisted from The Nasdaq National Market, which could eliminate the trading
market for our common stock.

Our common stock is quoted on The Nasdaq National Market. In order to continue to be included in The Nasdaq National Market, a company
must meet Nasdaq s maintenance criteria. The maintenance criteria most applicable to us requires a minimum bid price of $1.00 per share,
$10 million of stockholders equity and $5,000,000 market value of the public float. The public float excludes shares held directly or indirectly
by any of our officers, directors and holders of 10% or more of our outstanding common stock. As of September 30, 2002, we had
approximately $24 million of stockholders equity and the market value of our public float, excluding these persons, was approximately
$6.2 million. The lowest bid price of our common stock during 2002 was $1.00. We cannot assure you that we will continue to meet these listing
criteria. The issuance by us of shares of common stock to Navigator, or the subsequent resale by Navigator of those shares, in either case at a
discount to the market price, may reduce the trading price of our common stock to a level below the Nasdaq minimum bid price requirement.
Failure to meet these maintenance criteria may result in the delisting of our common stock from The Nasdaq National Market or the transfer of
the listing of our common stock to the Nasdaq SmallCap Market.

If our common stock were delisted from The Nasdaq National Market, unless the delisting is in connection with the listing of our common
stock on the OTC Bulletin Board, Nasdaq SmallCap Market, American Stock Exchange or New York Stock Exchange, we would not be able to
draw down any additional funds on the equity line. Further, if our common stock is removed from listing on The Nasdaq Stock Market, it would
become more difficult for us to raise funds through the sale of our common stock or securities convertible into our common stock.
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We may use the proceeds of this offering in ways with which you may not agree.

Net proceeds to us from any sales to Navigator will be used principally for general corporate purposes. We have not allocated any specific
amount of our net proceeds for any particular purpose. Consequently, our management will have broad discretion with respect to the expenditure
of the net proceeds of any sales to Navigator, including discretion to use the proceeds in ways with which you may not agree.

Our common stock has experienced in the past, and is expected to experience in the future, significant price and volume volatility, which
substantially increases the risk of loss to persons owning our common stock.

Because of the limited trading market for our common stock, and because of the possible price volatility, you may not be able to sell your
shares of common stock when you desire to do so. During 2002, the last sales prices of our common stock has ranged from a high of $1.74 to a
low of $1.00 per share. The inability to sell your shares in a rapidly declining market may substantially increase your risk of loss because of such
illiquidity and because the price for our common stock may suffer greater declines because of its price volatility.

Because Navigator is a resident of a foreign country, it may be difficult or impossible to obtain or enforce judgments against Navigator.

Navigator is a resident of Nevis and a substantial portion of its assets are located outside of the United States. As a result, it may be difficult
or impossible to effect service of process on Navigator within the United States. It may also be difficult or impossible to enforce judgments
entered against Navigator in courts in the United States based on civil liability provisions of the securities laws of the United States. In addition,
judgments obtained in the United States, especially those awarding punitive damages, may not be enforceable in foreign countries.
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SPECIAL NOTE REGARDING
FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that involve risks and uncertainties. These include statements about our expectations,
plans, objectives, assumptions or future events. In some cases, you can identify forward-looking statements by terminology such as anticipate,
estimate, plans, potential, projects, continuing, ongoing, expects, management believes, we believe, we intend and similar ex]
statements involve estimates, assumptions and uncertainties that could cause actual results to differ materially from those expressed for the
reasons described in this prospectus. You should not place undue reliance on these forward-looking statements.

You should be aware that our actual results could differ materially from those contained in the forward-looking statements due to a number of
factors:

dependence upon certain customers
dependence on key personnel
control by principal shareholder
competitive factors

the operation of our business

general economic conditions
You should also consider carefully the statements under Risk Factors and other sections of this prospectus, which address additional factors
that could cause our actual results to differ from those set forth in the forward-looking statements and could materially and adversely affect our
business, operating results and financial condition. All subsequent written and oral forward-looking statements attributable to us or persons
acting on our behalf are expressly qualified in their entirety by the applicable cautionary statements.

The forward-looking statements speak only as of the date on which they are made, and, except to the extent required by federal securities
laws, we undertake no obligation to update any forward-looking statement to reflect events or circumstances after the date on which the
statement is made or to reflect the occurrence of unanticipated events. In addition, we cannot assess the impact of each factor on our business or
the extent to which any factor, or combination of factors, may cause actual results to differ materially from those contained in any
forward-looking statements.

We use data and industry forecasts throughout this prospectus, which we have obtained from internal surveys, market research, publicly
available information and industry publications. Industry publications generally state that the information they provide has been obtained from
sources believed to be reliable but that the accuracy and completeness of such information is not guaranteed. Similarly, we believe that the
surveys and market research we or others have performed are reliable, but we have not independently verified this information.
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USE OF PROCEEDS

We will not receive any of the proceeds from the sale of shares by Navigator that it has obtained under the common stock purchase
agreement or upon exercise of the warrants by Navigator. However, if we exercise, in our sole discretion, any draw downs under the equity line
of credit, we will receive the net sale price of any common stock we sell to Navigator under the terms of the common stock purchase agreement
described in this prospectus. We intend to use the net proceeds from any sales to Navigator, as well as any cash proceeds from the exercise of the
warrants held by Navigator, primarily for working capital purposes, including the development of a new information technology system.
Management will have significant flexibility and discretion in applying the net proceeds of any common stock sold to Navigator and from any
exercise of the warrants held by Navigator. Pending any use, we may invest the net proceeds of any common stock sold to Navigator and from
any exercise of the warrants held by Navigator in short-term, investment grade, interest-bearing securities.

Because we are not obligated to, and may decide not to, exercise any draw downs under the equity line of credit agreement, we may not
receive any proceeds under the equity line of credit agreement except upon the exercise of warrants, if those warrants are exercised by
Navigator.

The estimated expenses to be incurred by us in connection with this offering include:
US$5,000 for printing and engraving expenses;

US$50,000 for legal fees and expenses; and

US$1,000 for SEC registration fees.
18-
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NATURE OF TRADING MARKET

Our common stock is listed and quoted for trading on The Nasdaq National Market under the symbol JADE. The following table sets forth,
during the periods indicated, the high and low last sale prices for the common stock as reported by Nasdaq:

Average Daily
Trading

Period High Low Volume
Year ended April 30, 1999 $9.813 $ 4.00
Year ended April 30, 2000 $6.688 $ 3.00
Year ended April 30, 2001 $3.875 $1.625
Year ended April 30, 2002 $ 2.79 $ 1.18
Quarter ended July 31, 2000 $3.531 $2.438 56,857 shares
Quarter ended October 31, 2000 $3.875 $2.156 26,076 shares
Quarter ended January 31, 2001 $ 250 $1.625 41,212 shares
Quarter ended April 30, 2001 $2.313 $1.656 35,619 shares
Quarter ended July 31, 2001 $ 2.79 $ 2.00 31,382 shares
Quarter ended October 31, 2001 $ 2.11 $ 148 23,317 shares
Quarter ended January 31, 2002 $ 1.56 $ 1.22 21,567 shares
Quarter ended April 30, 2002 $ 1.74 $ 1.18 66,445 shares
Quarter ended July 31, 2002 $ 1.56 $ 1.11 14,155 shares
Quarter ended October 31, 2002 $ 1.37 $ 1.12 10,363 shares
Month ended May 31, 2002 $ 1.56 $ 1.21
Month ended June 30, 2002 $ 1.36 $ 1.12
Month ended July 31, 2002 $ 1.26 $ 1.11
Month ended August 31, 2002 $ 1.24 $ 1.12
Month ended September 30, 2002 $ 1.23 $ 1.15
Month ended October 31, 2002 $ 1.37 $ 1.14
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Our warrants are listed and quoted for trading on The Nasdaq National Market under the symbol JADEW. The following table sets forth,

during the periods indicated, the high and low last sale prices for the warrants as reported by Nasdaq:

Period High Low

Year ended April 30, 1999 $5.375 $0.625
Year ended April 30, 2000 $ 3.25 $ 1.00
Year ended April 30, 2001 $1.375 $0.219
Year ended April 30, 2002 $ 0.55 $ 0.02
Quarter ended July 31, 2000 $1.375 $ 0.75
Quarter ended October 31, 2000 $ 1.25 $ 0.50
Quarter ended January 31, 2001 $0.688 $0.281
Quarter ended April 30, 2001 $0.625 $0.219
Quarter ended July 31, 2001 $ 055 $ 030
Quarter ended October 31, 2001 $ 044 $ 0.06
Quarter ended January 31, 2002 $ 022 $ 0.02
Quarter ended April 30, 2002 $ 0.20 $ 0.06
Quarter ended July 31, 2002 $ 0.13 $ 0.04
Quarter ended October 31, 2002 $ 0.10 $ 0.01
Month ended May 31, 2002 $ 0.13 $ 0.10
Month ended June 30, 2002 $ 0.13 $ 0.08
Month ended July 31, 2002 $ 0.05 $ 0.04
Month ended August 31, 2002 $ 0.09 $0.035
Month ended September 30, 2002 $ 0.10 $ 0.03
Month ended October 31, 2002 $ 0.01 $ 0.01

We do not believe that there is any principal non-United States trading market for the common stock or the warrants. We believe that Cede &

Co. holds a substantial majority of the outstanding common stock and warrants in the United States as record holder.
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DIVIDEND POLICY

We do not intend to pay dividends on our common stock in the foreseeable future. Instead, we will retain our earnings to support our growth
strategy and for general corporate purposes. As a holding company, our ability to pay dividends depends upon our receipt of dividends or other
payments from our subsidiaries and other holdings and investments. In addition, our operating subsidiaries are subject to restrictions on their
ability to make distributions to us, including as a result of restrictive covenants and minimum net worth requirements in loan agreements,
restrictions on the conversion of local currency into U.S. dollars or other currency and other regulatory restrictions. Any determination to pay
dividends in the future will be at the discretion of our board of directors and will depend upon our results of operations, financial condition,
contractual restrictions and other factors. Any dividends paid in the future on the common stock may be paid in either U.S. dollars or Hong
Kong dollars.

21-
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EXCHANGE RATES

We have prepared our consolidated financial statements in accordance with Hong Kong generally accepted accounting principles consistently
applied and publish such statements in Hong Kong dollars, which is the functional currency of our subsidiaries and the legal tender currency of

Hong Kong. All references to  Hong Kong dollars or HK$ are to Hong Kong dollars. All references to  U.S. Dollars,

dollars ,

$ or US$ are

United States dollars. Conversion of amounts from Hong Kong dollars into United States dollars for the convenience of the reader has been
made at the exchange rate of US$1.00 = HK$7.73. No representation is made that the US$ amounts could have been, or could be, converted into
HKS at that rate or at any other rates.

The following tables set forth certain information concerning the average rates of exchange between Hong Kong dollars and U.S. dollars for
the periods indicated. It represents the noon buying rate in New York for cable transfers payable in foreign currencies as certified for customs
purposes by the Federal Reserve Bank of New York. The average noon buying rate is determined by averaging the rates on the last business day
of each month during the relevant period.

Average Noon

Calendar Year Buying Rate
(HKS$ per US$)

1997 7.7431
1998 7.7467
1999 7.7594
2000 7.7924
2001 7.7997
Calendar Month High Low
May 2002 7.8001 7.7990
June 2002 7.8005 7.7993
July 2002 7.8005 7.7999
August 2002 7.8080 7.8000
September 2002 7.8000 7.7996
October 2002 7.8000 7.7990

As of November 15, 2002, being the latest practicable date, the exchange rate was US$1.00 = HK$7.7997.
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CAPITALIZATION
The following table sets forth our capitalization as of September 30, 2002:

on an actual basis (unaudited); and

on an as adjusted basis to give effect to the sale of an assumed 8,000,000 shares to Navigator under the common stock purchase
agreement, and the application of the net proceeds we may receive for our shares. The 8,000,000 shares assumes that $10,000,000 is
raised at a net per common share price of $1.25. The actual change in common stock and additional paid-in capital will depend on the
actual amount raised and the market price of our common stock at the time of the draw down.
You should read this information in conjunction with Management s Discussion and Analysis of Financial Condition and Results of
Operations, our financial statements and the accompanying notes, and the other financial information appearing elsewhere in this prospectus. All
data in the following table is unaudited.

September 30, 2002

(in thousands, except share data)

(unaudited)
Actual As Adjusted
US$ US$
Long-term debt, net of current maturities
Shareholders Equity:
Common Stock, $.01 par value per share:
100,000,000 shares authorized, 8,671,615 shares
issued and outstanding actual, and 16,671,615 shares
issued and outstanding as adjusted $ 87 $ 167
Additional paid-in capital 17,410 27,330
Retained earnings 6,988 6,988
Treasury stock (285) (285)
Exchange translation reserve (151) (151)
Total shareholders equity 24,049 34,049
Total Capitalization 24,049 34,049
I I
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DILUTION

The issuance of shares under the equity line will dilute our common stock and may lower the price of our common stock. If you invest in our
common stock, your interest will be diluted to the extent the price per share you pay for the common stock is greater than the pro forma net
tangible book value per share of our common stock at the time of sale. Net tangible book value per share represents the amount of our total
tangible assets reduced by the amount of our total liabilities and divided by the total number of shares of common stock outstanding. The net
tangible book value of our common stock as of September 30, 2002 was $22 million, or approximately $2.53 per share.

Pro forma net tangible book value per share represents the same calculation as stated above, but assumes that the total number of shares of
common stock outstanding on September 30, 2002 includes a total of approximately 8,000,000 shares issued to Navigator under the common
stock purchase agreement at a net sale price of $1.25 per share. Our pro forma net tangible book value as of September 30, 2002 would have
been $32 million, or $1.92 per share. This would represent an immediate decrease in the net tangible book value of $0.61 per share to existing
stockholders. The actual dilution to you may be greater or less than in this example, depending on the actual price you pay for shares, the actual
prices at which we issue shares to Navigator under the common stock purchase agreement and how many of the outstanding and vested options
and warrants to purchase shares of our common stock have been exercised at the time of your investment.

Furthermore, we may issue additional shares, options and warrants and we may grant additional stock options to our employees, officers,
directors and consultants under our stock option plans, all of which may further dilute our net tangible book value.

24-
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SELECTED CONSOLIDATED FINANCIAL DATA

(Amounts in thousands, except per share amounts)

The following selected consolidated financial data with respect to each of the years in the five-year period ended April 30, 2002 have been
derived from our audited consolidated financial statements. You should read the following selected consolidated financial data in conjunction
with Management s Discussion and Analysis of Financial Condition and Results of Operations and the Consolidated Financial Statements and

Notes included elsewhere in this prospectus.

We prepare our consolidated financial statements in accordance with Hong Kong GAAP, which differs in certain material respects from US
GAAP. For a discussion of the significant differences between Hong Kong GAAP and US GAAP, see Note 19 of Notes To And Forming Part

Of The Financial Statements.

Consolidated Statements of Operations Data:

Year ended April 30,
1998 1999 2000 2001 2002 2002
HK$ HK$ HK$ HK$ HK$ US$
Amount in accordance with Hong Kong
GAAP
Operating revenues 124,199 195,219 300,901 357,785 303,326 39,240
I I I I I I
Operating income (loss) 31,540 39,723 38,725 36,472 (57,868) (7,487)
Interest expense, net (6,964) (5,186) (2,980) (2,781) (3,364) (435)
Income (loss) before income taxes 24,576 34,537 35,745 33,691 (61,232) (7,922)
Income taxes (charge) credit (2,120) (380) 25) (1,637) 784 101
Net income (loss) 22,456 34,157 35,720 32,054 (60,448) (7,821)
I I I I I I
Dividends per share
Numerator:
Net income (loss) used in computing basic
earnings (loss) per share 22,456 34,157 35,720 32,054 (60,448) (7,821)
Interest on 3% convertible debentures 251 127
Adjusted net income (loss) used in
computing diluted earnings (loss) per
share 22,456 34,157 35,971 32,181 (60,448) (7,821)
I I I I I I
25-
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Denominator:

Weighted average number of shares outstanding

basic (thousands)

Effect of dilutive potential ordinary shares:
3% convertible debentures
Warrants
Options

Weighted average number of shares outstanding

diluted (thousands)

Earnings (loss) per share basic

Earnings per share diluted

Amount in accordance with US GAAP
Operating revenues

Operating income (loss) before income
taxes (as restated for 1999, 2000 and 2001
see Note)

Net income (loss) per US GAAP (as
restated for 1999, 2000 and 2001  see
Note)

Dividends per share

Numerator:

Net income (loss) used in computing basic
earnings (loss) per share (as restated for
1999, 2000 and 2001 see Note)

Interest on 3% convertible debentures

Year ended April 30,
1998 1999 2000 2001 2002 2002
HKS$ HKS$ HK$ HK$ HK$ US$
4,539 6,347 6,589 8,567 8,672 8,672
337 49
5 7
1 6
4,544 6,348 6,933 8,622 8,672 8,672
] | ] ] | ]
495 5.38 5.42 3.74 (6.97) (0.90)
] | ] ] | ]
494 5.38 5.19 3.73 (N/A) (N/A)
] | ] ] | ]
Year ended April 30,
1998 1999 2000 2001 2002 2002
HK$ HK$ HK$ HK$ HK$ Us$
(Restated) (Restated) (Restated)
124,199 195,219 300,901 357,785 303,326 39,240
| | | | | |
14,325 32,347 29,698 25,868 (61,853) (8,002)
12,205 31,967 29,673 24,231 (61,069) (7,901)
12,205 31,967 29,673 24,231 (61,069) (7,901)
251 127
226-
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Adjusted net income (loss) used in computing
diluted earnings (loss) per share (as restated for
1999, 2000 and 2001 see Note)

Denominator:

Weighted average number of shares
outstanding under HK GAAP  basic
(thousands)

Shares for Deen Merger

Weighted average number of shares
outstanding under US GAAP  basic (thousands)
Effect of dilutive potential ordinary shares:

3% convertible debentures

Warrants

Options

Weighted average number of shares
outstanding under US GAAP  diluted
(thousands)

Earnings (loss) per share  basic (as restated for
1999, 2000 and 2001 see Note)

Earnings (loss) per share diluted (as restated
for 1999, 2000 and 2001 see Note)

Year ended April 30,
1998 1999 2000 2001 2002 2002
HK$ HK$ HK$ HK$ HK$ US$
(Restated) (Restated) (Restated)
12,205 31,967 29,924 24,358 (61,069) (7,901)
| | | | | |
4,539 6,347 6,589 8,567 8,672 8,672
62
4,601 6,347 6,589 8,567 8,672 8,672
337 49
5 18
1 1 107 107
4,606 6,348 6,944 8,617 8,779 8,779
| | | | | |
2.65 5.04 4.50 2.83 (7.04) 0.91)
| | | | | |
2.65 5.04 431 2.83 (7.04) 0.91)
| | | | | |

Note:  The operating income before income taxes and the net income per US GAAP for the years ended April 30, 1999, 2000 and 2001 have
been restated to reflect compensation costs for stock-based compensation and interest expense arising from beneficial conversion
features of convertible debentures omitted when previously reported. For more details, please refer to notes 19(d) and 19(e) to the

Consolidated Financial Statements.
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Consolidated Balance Sheet Data:

As of April 30,
1998 1999 2000 2001 2002 2002
HKS$ HK$ HKS$ HKS$ HKS$ US$
(Restated)
Amount in accordance with Hong
Kong GAAP
Working capital 39,090 75,645 158,795 155,787 93,652 12,115
Total assets 154,616 222,875 310,539 367,379 332,177 42,972
Long-term obligations 10,544 9,028 29,472 2,216 61 8
Total shareholders equity 90,257 128,428 188,179 242,635 182,187 23,568
Amount in accordance with US
GAAP
Working capital 39,090 75,645 158,937 155,787 93,652 12,115
Total assets 142,307 213,020 306,881 365,614 332,088 42,961
Long-term obligations 10,544 9,028 22,755 2,216 61 8
Total shareholders equity 77,948 118,573 191,235 240,870 182,098 23,557
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MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction with our financial statements and notes to the financial statements
appearing elsewhere. The amounts reflected in the following discussion are in Hong Kong Dollars, the functional currency of our subsidiaries
and the legal tender currency of Hong Kong Special Administrative Region of China. The average exchange rate adopted for the periods
presented is US$1 = HK$7.73 and unless otherwise indicated is the rate used in this discussion.

In fiscal 2002, amid a generally depressed retail market worldwide, we initiated several measures to maintain our position as one of the
world s largest publicly traded designer, marketer and distributor of a full range of fine jewelry.

As consumers tightened their belts, the retail market suffered accordingly, in particular, luxury sectors such as jewelry. The horrific events in
the U.S. on Sept. 11, 2001 put a further damper on consumer confidence and as a result, LJ International, like all others in our industry, faced
enormous challenges.

We moved quickly to take stock of the changed situation and to introduce the appropriate measures to face the still uncertain economic
climate in 2002. First, we made provisions for inventory that was built up to meet previously anticipated orders from our biggest client, one of
the major TV home shopping networks. Because of an agreement signed with this client in March 2000 when the global economy was rosier, we
undertook not to sell to other TV retailers in the U.S. for three years, and, if the client produced total orders of US$80 million in the period up to
March 2003, this exclusive agreement would be extended for another three years. As a result, we had forecast sales orders of about
US$30 million from this major customer in fiscal 2002, up from US$22 million in 2001 and nearly US$18 million in 2000.

Based on the projected sales order and pattern, we kept a significant inventory of the stock needed to fulfil large-quantity orders of between
5,000 and 10,000 pieces per style per design. However, due to the downturn and a change in the client s marketing focus and strategy, orders for
our fiscal 2002 only totaled US$11 million in value, leaving us with a rather huge stock, largely of jade, fancy-cut stones and stones in particular
color grading, which were exclusively for this client. As these are natural stones, available not to order but only when found, we needed to keep
an ample level of inventory.

With these developments, we knew we had to reduce our reliance on this key customer and increase our market share instead. And, to do so,
we had to step up our marketing efforts with the Top40 jewelry retailers, many of whom we were already selling to. The Top40 jewelry retailers
represent the largest U.S. retail sellers of jewelry in terms of sales revenue. This category consists primarily of retail fine jewelers (such as Zale
Corp., Sterling and Helzberg Diamond Shops, Inc.), department stores (such as J.C. Penney, Macy s, Mervyn s and Fortunoff), discount stores
(such as Wal-Mart and Fred Meyer Jewelers) and TV shopping programmers
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(such as QVC and Home Shopping Network). Sales to our customers within the Top40 category comprise approximately 75% of our sales
revenue. Servicing our existing Top40 customers and attracting additional Top40 customers involved increasing our range and inventory of
sample styles for trials with them, which meant crafting 50 to 500 pieces for each style in each color. As part of our efforts to enhance our
market share, we are also offering these Top40 companies more favorable terms by accepting limited consignment orders from them. This also
entails keeping larger inventory levels of finished jewelry.

Meanwhile, the depressed global retail scene prompted us to review our corporate strategy and we carried out a re-engineering exercise
within our organizational structure so we have a leaner and even nimbler team. This re-engineering exercise included a re-assignment of certain
management responsibilities and the elimination of selected management personnel and non-executive staff, resulting in a 13% reduction of
employees and a 25% reduction of total operating expenses (including salary). The re-engineering exercise extended to our sales and operations
and we have now succeeded in decreasing our inventory levels, not only by keeping orders optimal, but also by selling surplus stocks of cut
stones at market value to manufacturers, a practice we previously avoided. With better inventory management we are seeing improved cash
flows. We also refined our operational flows at our factory to improve the efficiency of the production process and consolidated our two stone
cutting facilities into one.

To be more cost efficient, we have consolidated our gemstone cutting and polishing processes in our Shantou factory to our Shenzhen
factory.

We completed our initial public offering and raised gross proceeds of HK$58,051,000 (US$7,510,000) from the sale of common stock and
warrants during fiscal year ended 1998. Additional amounts were received during the year ended April 30, 1999 from the exercise of the
over-allotment of common stock in the offering. In the fiscal year ended 2000, we raised gross proceeds of HK$50,245,000 (US$6,500,000)
from an issue of 3% convertible debentures. The proceeds were allocated to working capital for general corporate purposes.

Given the measures we took in fiscal 2002, which will start to show results in the first half of fiscal 2003, we are confident that we are
well-positioned to seize the opportunities a rebound in the jewelry industry will bring. And there are already signs that things have started to
look up. Since Sept.11, we are witnessing clients increasing acceptance of new products, additions to our client list and rises in orders from
existing customers.

Another important initiative we adopted recently is giving the first guidance in the company s history on our last quarter results for fiscal
2002. Although we are a foreign company technically exempt from some key U.S. reporting requirements, we have decided to bring our
reporting and accounting as close in line as possible with U.S. GAAP reporting and U.S. investor expectations. Taking this step is part of our
strategy to maintain our position as the world s largest publicly traded designer, marketer and distributor of a full range of fine jewelry. It is also
a reflection of our unwavering commitment to shareholders, clients and staff alike.
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A. OPERATING RESULTS.

Fiscal 2002 compared with Fiscal 2001
Net Sales

Net sales decreased 15% to HK$303,326,000 (US$39,240,000) in fiscal year ended 2002 from HK$357,785,000 (US$46,285,000) in fiscal
year ended 2001. We experienced a decline of 23% in sales in the first three fiscal quarters in 2002 compared with the same period in fiscal
2001. But in the fourth fiscal quarter in this year we recorded a growth of 17% compared with the same fiscal quarter in the previous year.

The decrease in first three quarters, as expected, was mainly attributable to the global economic downturn since the beginning of the year
2001 and was accelerated by the September 11 attacks in the US. The increase of sales in the fourth quarter was due to the acceptance of our
new products, the addition of new customers and the large incremental increases in orders from existing customers.

Gross Profit

The gross profit margin dropped from 36% in 2001 to 15% in 2002. The decrease, as explained above, was due to various adjustments on
inventory in the fourth quarter, which are largely related to the reduced orders from our key customers during fiscal year 2002.

HK$41,701,000 (US$5,395,000) for write-down of cut stones for orders in relation to special programs that were later postponed or
cancelled;

HK$2,443,000 (US$316,000) for write-down of fine jewelry cost.
Excluding the above special charge on inventory, the gross profit margin was 30% for fiscal 2002.

Other Revenue

Interest income decreased from HK$3,929,000 (US$508,000) in fiscal 2001 to HK$1,674,000 (US$217,000) in fiscal 2002. The decrease was
mainly due to the consecutive cuts of interest rate from early 2001 and stabilized in early 2002.

Rental income increased 118% from HK$480,000 (US$62,000) in fiscal 2001 to HK$1,047,000 (US$135,000) in fiscal 2002. Additional
investment property was rented out in fiscal 2002.

Selling, General and Administrative Expenses

Selling, general and administrative (SG&A) expenses increased 13% to HK$105,195,000 (US$13,609,000) or 35% of net sales in 2002,
compared with HK$93,182,000 (US$12,055,000)
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or 26% of net sales in 2001. The increase was mainly attributable to the following charges, two of which are non-recurring:
Non-recurring:

HK$1,697,000 (US$220,000) as severance payment on cost-cutting program; and
HK$5,330,000 (US$690,000) for impairment loss and write off of property, plant & equipment as a result of the consolidation of

manufacturing facilities.
Recurring :

HK$3,518,000 (US$455,000) for impairment and amortization of goodwill of investments; and
HK$5,102,000 (US$660,000) for unrealized loss on the unsettled gold loan.

Excluding the above charges, SG&A expenses was HK$89,548,000 (US$11,584,000) or 30% of net sales, which was a decrease of
HK$3,627,000 (US$469,000) compared with fiscal 2001.

Finance cost

Interest expenses decreased from HK$6,710,000 (US$868,000) in fiscal 2001 to HK$5,038,000 (US$652,000) in fiscal 2002. The decrease
was due to the consecutive cuts of interest rate from early 2001 to early 2002.

Income taxes

We were incorporated in the British Virgin Islands and, under current law of the British Virgin Islands, are not subject to tax on income or on
capital gains.

For our subsidiaries in Hong Kong, the prevailing corporate income tax rate is 16%.
Our subsidiaries in China are registered to qualify as Foreign Investment Enterprises in China and are eligible for certain tax holidays and

concessions. Accordingly, certain of our Chinese subsidiaries are exempt from Chinese income tax for two years starting from their first
profit-making year, followed by a 50% reduction of tax for the next three years.

Two of our subsidiaries in China are currently enjoying the tax holidays or concessions which will expire in fiscal 2005 and 2006
respectively. Other subsidiaries in China either no longer enjoy the tax holiday and concession or have not yet commenced its first profit-making
year. PRC income tax is calculated at the applicable rates relevant to these subsidiaries which currently are 15%.

Net income tax decreased from HK$1,637,000 (US$211,000) in fiscal 2001 to a net tax credit of HK$784,000 (US$101,000) in fiscal 2002.
There were Hong Kong tax over provision
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of HK$208,000 (US$27,000) in fiscal 2001 and HK$800,000 (US$103,000) in fiscal 2002, after the finalization of tax assessment for previous
years.

Net Income/(Loss)

There was a net loss of HK$60,448,000 (US$7,821,000), or HK$6.97 (US$0.90) per share on 8.7 million shares outstanding for fiscal 2002,
compared with net income of HK$32,054,000 (US$4,147,000), or HK$3.74 (US$0.48) per share on 8.6 million shares outstanding in fiscal
2001.

Fiscal 2001 compared with Fiscal 2000
Net Sales

Net sales increased 19% to HK$357,785,000 (US$46,285,000) in fiscal year ended 2001 from HK$300,901,000 (US$38,926,000) in fiscal
year ended 2000. We experienced a 38% growth in sales in the first three fiscal quarters in 2001 compared with the same period in fiscal 2000,
but the fourth fiscal quarter in this year recorded a reduction of 35% compared with the same fiscal quarter in the previous year.

The overall increase in sales is primarily attributable to increased diamond jewelry sales and higher sales to existing customers of jewelry
from the Lorenzo-branded line.

Gross Profit
The gross profit margin dropped from 38% in 2000 to 36% in 2001 due to:

A change in the product mix. Increasingly more sales are made with precious stones and diamonds and diamonds alone. Diamond jewelry
generally has higher sales value but much lower profit margin;

Additional model-making charges were incurred and expensed to build up the European jewelry sample lines; and
Discounts were given on certain volume sale programs for existing customers and discounts given to new customers to induce businesses.

As the proportion of the diamond jewelry sales is expected to rise, while on the other hand the profit margin for the European jewelry market is
traditionally higher compared with the US market, the profit margin is expected to stabilize at around 35% to 38% in the next few years.

Other Revenue

Interest income increased from HK$2,668,000 (US$345,000) in fiscal 2000 to HK$3,929,000 (US$508,000) in fiscal 2001. The increase was
mainly due to the increase in restricted cash as security deposit for banking facilities.
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Rental income 