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ur Mission: To be the leading company in the watch industry by (1) Building strong brands wit

e most sought-aiter images, anc oermg proucts with the best design, quality and value in their

Eateqoaries. (2) Ireating everyone with respect and making integnty the core ol our actions and

5) Increasing

nd profits from year to year, ensuring the security and growth ot our company.




MOVADO GROUP INC.

MOVADO
EBEL
COMCORD

ESGC

COACH WATCH

TOMMY HILFIGER WATCHES
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Net Sales from
Ongoing Operations
Dotlars in Millions

Movado Group, Inc.
Dollars in millions (except per share data) 2004 2003 2002
Results of Operations:
2002 2003 2004
Consolidated Sales $330.2 $300.1 $299.7
Retail sales - Movado Boutiques and outlets $ 60.9 $ 539 $ 472 Operating Cash Flows
Dollers in Mil!ions
Number of Movado Boutiques open at year end 17 10 10 o
Gross Profit % 60.7% 61.4% 61.4%
3.3
Operating income $§ 348 $ 318 $ 26.3 !
Net income $ 229 $ 201 §17.0 ﬁ_] b
Net income per share-diluted B $ 1.84 $ 1.65 $ 142 :
2002 2003 2004
Cash Flow and Financial Position:
Operating cash flows $ 51.6 $ 333 $ 16,5
Net Incpmg
Cash and cash equivalents $ 821 $ 384 $17.0 Gottars in Miltions
Working capital $243.0 $219.4 $153.9
Shareholders’ equity. 82747 - $236.2 $172.5
Tangible net worth $235.9 $212.6 $191.8 1
Total debt $ 350 $ 35.0 $ 465 .
Net debt to capitalization (17.1)% (1.4)% 17.1% PN
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To Qur Fellow Shareholders:

At Movapo GROUP, CREATIVE SPIRIT FUELS PRODUCT INNOVATION and sets
our brands apart in each segment of the market in which we compete. The success we have
achieved results from remaining true to our vision, consistently supporting our brands
with compelling advertising and marketing programs, and providing our customers with
the quality and luxury théy have come to associate with Movado Group.

We measure success by the strength of our business fundamentals - “We have strengthened our
the key drivers that generate revenue for each of our brands and each of

our customers. Over the past several years we've built a solid track record f oundation and established a
of delivering on these metrics including strong and healthy sales, excellent framework fO?‘ future gTOWf J
product and superior marketing.
In the process, we have improved the overall financial strength of
the company by focusing on cash flow and working capital, while continuing to invest in
our businesses to drive top-line growth. In addition, our company-wide productivity
initiatives have generated increased levels of operating efficiency and improvements in our
supply chain. As a result, we have strengthened our foundation and established a framework
for future growth. We have positioned our company and its infrastructure to allow us to
maximize the many opportunities ahead.
Fiscal 2004 was an excellent year for our company. In a year that presented
significant macroeconomic hurdles including SARS, the war in Iraq, the weak U S. dollar
and challengmg 8 lobal economies, Movado Group delivered record levels of sales, profits
and cash flow. For the y year, sales increased 10.0% to $330. 2 million reﬂectmg year-over-year
gains in each of our brands - Movado, Concord, ESQ, Coach Watch and Tommy Hilfiger
Watches. Net income climbed 13.9% to $22.9 million. And, earnings per share grew 11.5%
to $1.84, even with an increase in our diluted shares outstanding.
We are-particularly proud that fiscal 2004 marked the achievement of our second

consecutive year of record cash flow from operations, with levels in excess of $51 million.

Annual Rcporr 2004 3



Over the past five years we have generated over $150 million of cash flow from operations.
We have put our cash flow to work not only by investing in our core businesses but also
by enabling our stockholders to share in the company’s successtul achievements through
a 220% increase in our annual dividend over the past five years, This includes the 33%
dividend increase we announced in the beginning of this year and the 100% dividend
increase we announced in June of 2003,

With a consistent record of delivering strong financial results, we are very pleased
with our recent announcement of a 2-for-1 stock split, subject to shareholder approval,
which is aimed at making Movado shares more accessible to investors and increasing
our market liquidity.

In addition to strong financial results, our team also achieved a milestone operating
goal in fiscal 2004. The company’s strong and consistent financial performance this year, and
over the past several years, enabled us to complete the acquisition of premiere Swiss luxury
watch brand, Ebel, and to fund 100% of the transaction with cash on our balance sheet.
Even after the acquisition, our balance sheet remains strong with approximately $30 million
of cash-on-hand.

Our stellar performance in fiscal 2004 was anchored by the strength of our brands
and our commitment to consistently bring newness to the marketplace via exceptional
product introductions that are supported by compelling advertising and marketing
programs. These efforts, combined with a keen focus on our customers, enabled us to convey

a powerful message to the marketplace in fiscal 2004 and kept our brands top-of-mind.

Movapo

We acquired the Movado brand in 1983, Since then it has become one of the most important
brands in the watch industry. Movado continued its growth in fiscal 2004, delivering low
single-digit revenue increases. These results were driven by strong sell-through in our

domestic channel. Internationally, Movado was challenged by the difficult economic

4 Movado Group, Inc.

$184
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Net Income
per share - diluted

2002 2003 2004

Solid top-line growth, combined
with productivity initiatives,
translated directly to net income
per share performance.



One of the purest expressions
of Bauhaus design,
the Museum Watch dial

is regarded as an icon T o
the new-museum® automalic™

of Modernism. In fiscal 2004’ on icon of madernism, novs, with fine_* él-iewel s{:_lf—win
mechanicol movement and sapphire é.ryswil'gdse back
Movado introduced & legendary museum dial in black’or, white, sdpp‘hir‘eic’rys}'ol.'A

swiss mode. woier resisiont. i two sizes. movado.com
. . RN

new family of fine automatic
timepieces with this

celebrated dial design.

Ser s

|
;‘
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Exclusive Movado jewelry
designs reflect the brand's
personality in their smooth,
sculptural shapes and
clean, modern lines.
Direct mail catalogs like
this one helped increase
Movado Bbutique
comparable store sales

by 20.1% in fiscal 2004.

e

|l movapo

. the art of design
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conditions in Europe and South America, However, in the fourth quarter, we were encouraged
as international sales of Movado rebounded to double-digit growth aided by a recovery
in the Far East.

Throughout fiscal 2004, Movado kept itself fresh and exciting with the introduction
of a record number of bold new designs. First introduced by Movado in 1960, the power of
the Museum Watch continues to evolve and define the brand. This year marked the debut
of the new Museum Automatic, a self-winding timepiece featuring our iconic single dot dial.
A strong national print advertising campaign, with dramatic product photography highlighting
the fine 21-jewel movement, was launched with powerful placements in widely-circulated,
brand-appropriéte publications. Qur efforts were also front and center during the important

holiday selling season as we rolled out a national cable television campaign, sparking T

excitement in the marketplace-for both our retailers and our consumers. - Retail Sales -.
o . Dollars in Millions

Movabo BOUTIQUES . ) } . S

$60.9

The Movado i lmage and lifestyle are remforced in our Movado boutiques. In fiscal 2004,
momen;um continiued to grow in our boutiques with comparable store sales increasing

an impressive 20.1}‘%). Our focus on the jeWeIry category continues to be well received by
our customers. Thé introduction of our proprietary, 114-facet Movado Diamond generated

great excitement and drove traffic to our stores.

_ Our boutiques serve as an effective marketing vehicle to enhance the image of the

Movado brand in the eyes and_ mmds -of,our,consumers. As a result, we continued.our

L g pee o g, ]

boutique expansion initiative in ﬁscal 2004, opening seven new locations on top of the

2002 2008 2004

10 in operation when the year began - two in Florida, one in Boston, two in the Chicago
In fiscal 2004, our retail segment
continued to grow, perticularly
in boutiques where we added
this year. seven new stores.

market, one in Seattle, and one in Santa Clara, California. In fiscal 2005, we will continue

growing our Movado boutique business with four to seven new stores expected to open

Aunual Report 2004 17



CoNCORD
Our Concord brand delivered a successful performance in fiscal 2004, with sales showing
double-digit increases as we benefited from a strategic shift in Concord’s product emphasis
to the more accessibly-priced steel luxury watch category. Concord’s modern luxury positioning
was also solidified in the marketplace as we introduced a comprehensive marketing |
support program including new displays, brochures, and beautiful wood packaging,

We were also very pleased with Concord’s international sales performance,
particularly in the Middle East, which returned to growth in the second half of fiscal

2004 after experiencing a challenging environment during the first part of the year.

ESQ - : -
In fiscal 2004, we began to reap the benefits of ESQ’s repositioning in the marketplace.
The return of leadership product to ESQ, such as our new Centurion and Quest families,
combined with our focused Beauty & Brains advertising campaign, was met with great
enthusiasm by our customers. These initiatives led to high single-digit sales growth for the.
year and excellent sell-through rates in the fourth 'qua’rt‘e.‘r. Thig ‘gerfor;m»an"ce reaffirms our
view and validates our strategy as we take ESQ out of the prom():tiohal category and return
the brand to its roots of success, featuring distinctive product combined with focused
advertising and marketing support. In fiscal 2005, we look forward to realizing the full

benefits of our initiatives as we take ESQ to the next level.

e LT C R L YRR L

CoacH WarcH ,
Fiscal 2004 was a very strong year for the Coach Watch brand. Our team continued to deliver
on the global strength of the brand as we posted double-digit sales growth for the year, both
domestically and abroad. Extensions of the Bridle Classic family with diamonds and suede
straps in bold new colors were featured throughout the holiday season and helped drive
double-digit global growth and seli-through.

8 Movado Group, Inc.




With its continuing, compelling
"watch-as-hero” advertising
campalgn emphasizing more
accessible steel product,
Concord solidified its

modern luxury positioning,
achieving double-digit sales

increases in fiscal 2004,

“Uhe Cancond Saratogn

With signanrre crown protector.
Lancoey in sainboss steet

for men and wimen. $1,4%),

[ am not late,
you are.

The Concord Saratoga.

Coll 888 B2 6626 for moro information concordwatch com
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BEAUTY&
‘BRAINS -~

, Beauty outside. Quality inside. 3
One intetiigent choice. - IS
The ESO Centurion™ Chronograph,

Showeasing distinctive new
product fike the sporty,

©2003 £5Q Watch Company www.6sq-watch.com

dashboard-inspired solid
stainless steel Centurion
chronograph in the brand's
powerful Beauty & Brains
campaign helped propel
£50 to high single-digit

sales growth-in fiscal-2004. -

<
=
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-
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We are very pleased with our partnership with Coach. As we continue to
closely align ourselves with the Coach team, we look forward to building upon the
success of our Coach Watch brand during fiscal 2005. Fashion drives this business,
and in the months ahead, we are poised to deliver exciting new watches in styles and
colors that compliment Coach’s product offerings, and provide a seamless accessory

to the Coach leather goods consumer.

Tommy HILFIGER WATCHES
The global growth of our Tommy Hilfiger watch brand contmued in ﬁscal 2004 as sa]es

for the year 1ncreaeed 65% over last year. Our business in Europe is very strong and we

continue to expand our global presence. This year, we opened several new markets 1ncluding .

- France and Hong Kong We have also seen great demand for our Tommy Hllﬁger products o

'_'_m North Amerlca

Excellent new products combined with a clear and compe lmg advertlsmg campaxgn _

] helped drive strong results throughout the year. We are focused now on contmumg the -
growth of Tommy Hilfiger Watches, both in the U.S. and internationally, and are very excited

about the new products that we will introduce this year.

‘Our CUSTOMERS

Our customers are an integral part of our success and a top priority for Movado Group.

We demonstrate this by giving them the products that they want and by striving every day

to provide them with the best service in the industry. In fiscal 2004, we made broad-based

investments aimed not only at supporting our brands, but also our customers. Both benefited

from additional sales professionals, increased selling support and enhanced training.
Because we are committed to becoming the preferred partner to our customers,

we launched our customer focus initiative nearly two years ago. Since embarking on this

initiative, we have achieved a number of goals, including the roll-out of the Movado Group

Aunnual Report 2004
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Customer Service 800 number which will benefit our customers more and more as time
goes on. We also made great strides toward improving our overall service protocol by
providing our organization with guidelines that define the preferred ways to interact with
our customers and provide them with world-class service. In fiscal 2004, we became one of
the first companies to provide service on the web, allowing our customers to place and track
service orders through a unique, customized, web-based platform. We are always looking at
ways to challenge ourselves and improve our relationships with our customers; action we

believe is vital to our ongoing success.

EBEL ‘ : : i“

At the end of fiscal 2004, we announced the acquisition of premiere Swiss luxury watch

brand, Ebel. With a rich and honored herltage, having b been founded nearly a céntury ago E::: :Sgivai‘ents B
in La Chaux de Fonds watzerland Ebel i is a world- renowned luxury brand with global Dollars in Millions - I
recognition. For MO\iado» Group, this poyverfu brandisa great strategic fit. In Ebel we . e g
have found a brand that will compigment'our e'xisfing portfolio of brands, provide us : sez s )

with a platform for international growth and extend our presence within the luxury
watch category. Ebel will benefit not only from Movado Group’s worldwide supply chain
organization, but also from our strong market position and infrastructure in the U.S.,

which will enable us to enhance Ebel’s presence‘in North"America while maintaining

an exclusive global distribution network.

The powerful combination of Ebel’s distinguished heritage, iconic designs and

technical expertise, together with Movado Group's proven track record, will allow Ebel to

2002 2003 2004

become an even stronger Swiss luxury brand in the future than it is today. We are now in
As we continue to improve the
overall strength of our company,
we are positioned to maximize
of the brand while generating long-term value for our shareholders. the opportunities ahead.

the process of integrating Ebel into Movado Group's worldwide operations. We intend to

provide the necessary resources to build upon Ebel’s heritage and maximize the potential

12 Movado Group, Inc.



Coach watches offer a fresh,
fashionable compliment to
seasonal Coach leather goods
collections. In fiscal 2004,

our successful partnership with

e

Coach produced double-digit

5
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sales growth for the brand,

domestically and abroad.
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Dynamic new product
helped drive our

Tommy Hilfiger watch
brand to a strong 65% sales
increase in fiscal 2004.

We continued our vigorous
global expansion,
successfully launching

in key markets including

. ,”France and Hong Kqﬁg. L

sy TS
2SRRI e 5

“TOMMY HILFIGER
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‘of which we can all be proud. ot . '

L S
Dawié 7

As you can see from our results, fiscal 2004 was a very successful year for Movado
Group as we continued to focus on our business fundamentals and on the execution of
our marketing plan. We invested appropriately in our brands, while maintaining financial
discipline and delivering excellent results. Together, these efforts provide our company with
a solid platform for future growth.

We are very appreciative of the unique talents of all our employees around the

world. The success we achieved in fiscal 2004, and over the past several years, would

not have been possible without their collective talents and individual contributions.

. Thanks to their diligence, creativity and dedication, we are able to produce results

& -
¢

These are exciting times for Movado Group Our company has-. Our strategzes and zmrzarzves
managed successfully through challengmg tlmes bv remfmmg V1brant P

provzde s wzth an
and relevant in the marketplace, while adhermg to.our core values

Lookmg ahead, we believe.our strategies 2 and mltxatwes prov1de us w1th an. - outs tandlng OPPOYWHID’
outstanding opportunity for continued growth. We havé strong marketmg fOT continued gTOWth.”
and advertising plans in place to support all of our brands, creating customer

demand for our products and driving sales and profit growth.

P Mov'ado Group is wel] posmoned to capitalize on the global momentum we are

SRR T RSy b

expenencmg across all of our brands. Our management team'will ‘Thaintain an unwavering'

focus on executing our strategic plan so that we can continue to deliver results to our
shareholders, our customers and our employees.

On behalf of Movado Group, thank you for your continued interest and support.

LGt )

GEDALIO GRINBERG Erratm GRINBERG
Chairman President and Chief Executive Officer
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A strategic complement

to our existing portfolio

of brands, Ebe! will benefit
from our strong market
position in the U.S.,

while providing us with an
extended presence in the
premiere luxury watch
sec_;qr,-and a solid platform

for international growth.
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Managements I scussuon and Analysts ot lFmancral ﬁohdltio’n' an'd-[BleSults.‘ol@pe'rations‘“f '

* FORWARD- LOOKING STATEMENTS T e
Statements in this annual report on. Form 10 K inc udrng, wrthout unrtatron statements under Item 7.

' “Managements Dtscussron -and Analysrs of Flnancral Condmon and Results of Operatlons and el sewhere in- thrs

report, as well as statements in future filings by the Company with the Securrtres and Exchange Commrssron

- f (“SEC”) in thé Companys press: releases and oral statements made by or with the approval of an, authorrzed )
: executrve offlcer of. the Company, whrch are not hrstorrcal in. nature are mtended to be, and: are hereby rdentlﬁed as, : T
- -“forward- lookmg staternénts” for. purposes of the safe, harbor provrded by the Prrvate Securltles Litigation Reform

" Actof 1995 These statements are based on. current expectatrons estrmates forecasts and pro jections about the
Company, its future performance, the tndustry in whrch the Company operates and. managements assumptrons

) @ o« » ‘( 1 » (( RIS » « LAY »«

“anticipates™s. tar‘gets , goa s pro;ects ’, rntends plans?, “believes”, “seeks
rnay” “wrll”,“should” aid varratrons of such words and sirtiilar expressrons are also. intended to 1dentrfv such -

-+ forward- lookmg statements The Company cautrons readers that forward lookrng statements mc]ude without :*
lrrmtatron, those relatrng to the Company'’s future busrness prospects, pro;ected operatmg or financial results, .
revenues workrng caprtal hqurdrty, caprtal needs plans for future operatrons expectatrons regardtng caprtal

*.Words such.as expects

expendrtures and ‘operating expenses effectrve tax rates margms, 1nterest costs, and i income as well as assumptrons

\ relatrng to the foregomg Forward ookmg statements are sub)ect to-certain’ rrsks and uncertamtres some of whrch
cannot be predrcted or quantrﬁed Actual results and future events could drffer materrally from those indicated i in

 the: forward lookmg staternents, due to:several 1mportant factors herem 1dentrﬁed amongothers and other risks

and factors 1dent1ﬁed from“"me to.timié in the Company’s reports ﬁled wrth the SEC rncludmg, wrthout lrmrtatron, ' :‘ S .
the followmg general economrc and busmess condmons whrch may 1mpact d\sposable mcome of consumers in the _",
* United States and the other srgmﬁcant markets where the Companys products are sold, general uncertamty related o o
o possrb e terrorist attacks and the 1mpact on consumer spendmg, changes in consumer preferences and popu]arrty o

of partrcular desrgns new product development and mtroducuon competrtwe products and prlcrng, seasonaltty,
avarlabrlrty of alternatrve sources of supply in'the case. of the loss. of any’ srgmﬁcant supplier, the lois: of srgmﬁcant

Customers, ,the Companys dependence on key employees and ofﬁcers, the ability to successful]y integrate te operatrons E
Cof acqurred busmesses without drsruptron to.other. busmess actrvrtres the contlnuatron of hcensmg arrangements with -

‘ “third pames, ablllty to'secure and protect: trademarks patents and other mtellectual property ‘tights,’ abrlrty fo léase new - v

‘stores on sultable terms in desrred markets and to complete construction on a tunely basrs, continued avarlabrhty to the '.‘

Company of firfancing and credrt on favorable terms, business drsruptrons disease, general risks assocrated with! domg

busrness outsrde the Unlted States mcludmg, wrthout hmrtatron tmport duties; tariffs, quotas,pohtrcal and economrc -

stabrhty, and success of hedgmg strategres wrth respect to currency exchange rate ﬂuctuatrons .

f . | . L. -
- * . - . R N . P

GENERAL S

Wholesale Sales The prrmary factors that 1nﬂuence annual sales are general economrc condmons in the Companys

dornestrc and 1nternat10nal markets, new product mtroductrons the level'and effectrveness of advertrsm g and
marketmg expendrtures and product prrcrng decrsrons ,' e ¥ ' v

.,'A' 37
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Approxlmately 13% of the Companvs total sales are from mternat10nal markets and therefore reported sales’ - -
made in those markets are affected by fore1gn exchange rates Stgntﬁcant pertions of the Companys mternatronal«‘ =
salesare: billed'i m Swnss francs and: translated to U.S: dollars at average exchange rates for ﬁnancnal reportlng A .
purposes Wrth the acquisition. of Ebel; the Company expects that as 1ghtly htgher percentage of its total sales wrll A N e
be derwed from international markets in the future. . S Co A

- The, Companyfs buslness is seasonal Thete are’ two ma)or sellrng séasons in the Companys domesttc markets:
the Spnng season, which mcludes school graduanons and several holidays and most 1mportantly, the Christmas - , a
“and hollday season, MBJOI‘ sellmg seasons in certain mternattonal markets center on 51gmﬁcant local holtdays that _ R )
~occur irlate Wmter or early Sprrng These markets area less sugmﬁcant portlon of the Companvs busmess and o oL e
therefore thetr 1mpact is far less: than that of the sellmg seasons in North Amerlca ' ' S

s

Retatl Sales The Companys retail operauons consrst of 17 Movado Bout1ques and 26 outlet stores located
throughout the Umted States. The Company.c does not have any ! retarl operations outside of the Umted States. ,
: The 51gn1ﬁcant factors that mfluence annual sales volumes in the Company's retail operauons are srmllar to ... L
those that tnfluence domesttc wholesale sales ln addmon many of the Companys outlet stores are located near . o I Sk
. vacauon destinations and, therefore the seasonahty of these stores lS dnven by the peak tounst Seasoris assocrated ' : Lo
wtththeselocatlons G e e e e e e

product sales Mix, product pncmg strategy, manufacturmg costs and the U S. dollar/Sw1ss franc exchange rdte.
, Gross margtns vary ‘among the brands tncluded in the Company’s portfolro and also among watch models :
w1thm each brand- -Luxury and premrum retatl price pomt models generally edrn lower gross margms than .- A
. -moderate price models Gross| margms in the Companys outlet busmess are lower than those of the wholesale : - L
busmess since the outlets prlmarlly sell seconds and dlscontmued models that generally command lower sellmg o -
pnces Gross. margms from the:sale of watches in the Movado Bouthues exceed those of the wholesale busmess S e
smce the’ Company earns full channel marglns from manufacture to point of sale to the: consumer S o ,
Allof the Companys brands compete w:th a number of other brands on the basis of not only stylmg but also DR .
wholesa.le and retail price. The Companys abthty t0. 1mprove marglns through prlce increases s therefore to some , ' h'r . '_, .
extent constramed by compeutors actlons : ‘ ' ‘ ' ' |

ig . i"_' ’ ‘3
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o logistics management of assembly operatrons and product sourcing in Switzerland and Asra and minor assembly
- in'Switzerland. Through productlvrty unprovement efforts, the Company has controlled the level of overhead costs -
and: mamtamed ﬂexrbrhty in its cost structure by outsourcmg a srgmﬁcant portron of its. component and assembl

) condrnons in- the various; markets around the world in whrch the Company sells its- products

. ‘_‘_'.rlty, dep ecxatlon nd, amortrzatron of furnlture and leasehold 1mprovements and shrpptng supphes

i Movado Boutrque expansron and the launch of Tommy Hrlﬁger watches

Manufactunng costs of the Companys brands consist pnmarlly of component costs internal and subcontractor? .
assembly costs and unit overhead costs assocrated with the Compan‘, s supply chain operanons in Swrtzerland and
Asia. The Company seeks to control and reduce component and subcontractor labor costs. through a combmatron .

" of negotrattons with! existing supplters and alternative sourcmg The. Companys supply chatn operations, consrst of

A

-

: ﬂ._requlrements and: expects to extend thrs strategy over the nearterm.

Smce a substaritial amount of the Companys product costs are mcurred in Swiss francs fluctuatrons m the L

.U S dollar/Swrss franc exchange rate can 1mpact the’ Companys producnon costs and, therefore its gross margms
" The Company hedges its Swiss franc’ purchases usmg a combmatlon of forward contracts, purchased currency:
i‘opttons and'spot purchases The Companys hedgmg program has, in the recent past, been reasonably successful 1n _' .
:.he ptng t0 stabrhze product costs and gross margms desptte exchange rate fluctuanons S )

' Sellmg, Genem and Admmzstmtwe ( “SGéA”) Expenses The Companys SG&A expenses consmt'pnmarrly of
- _advertrsmg, sellmg, drstrrbutton and general and admlmstrattve expenses. Annual advertising expendrtures are
. " based pnncrpally on: overall strategrc consnderatrons relative to- mamtammg or, mcreasmg market share in marl(ets
. - that management consrders to be crucral to the Companys contmued success 2s well ason general economlc

Selllng expenses con51st pnmanly of. salarres sales commrssxons sales force travel and entertamment expenses :

T assocrated w1th the, Basel Watch and ]ewelry Fair and other 1ndustry trade shows and’ operatmg costs 1ncurred i
' connectron w1th the Company s retarl busmess Sales commrssrons vary with overall sales levels. Retatl SG&A ‘ "

‘ expenses consist prrmanly of salaries.and. store rents,

Drstrlbutron expenses consist prrmarrly of salarres of dlstrrbutron staff rental and otlier occupancv costs; secu-., :

General and admtmstratrve expenses consist pnmarlly of salarres and other employee compensatron employee

'beneﬁt pl ar costs ofﬁce rent, management 1nformatron systems costs bad debts patent and trademark expenses
and various other general corporate expenses )

- SG&A expenses over, :the Jast three years reﬂect the net effect of the Companys efforts to reduce spendmg,t 2
1mplement producnvrty 1mprovements, ‘and at the same time, ifivest in strategrc growth mrtratrves, rncludmg the

-
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" CRITICAL ACCQUNTING POLICIES AND ESTIMATES .~ “ 7z =0 o

The Companys consolrdated financial statements have been prepared in accordance with accountrng prmcrples
generally accepted in the United States: and those srgmﬁcant pohcres are more fully descnbed in Noté Tto MGI S
consolrdated ﬁnancral statements The preparatron of these ﬁnancral statements and the applrcatron of certain”

‘ crrtrcal accountrng polrcres requrre management to make Judgments based on estrmates and assumptrons that affect
-.the 1nformatron reported On an 6n-going basis,’ management reevaluates its estimates and Judgments, mcludrng
those related to. sales drscounts and markdowns product retirns, bad debt inventories, incone taxes financing -
operatrons warranty oblrgatrons, and contmgencres and lrttgatron Management bases its estrmates and ]udgments
. -about the carrymg values of assets’ and habrlmes that are not, readily apparent from other sources on hrstorrcal

o experrence, conttactual ¢ommitmentsand on.various other factors that are belreved to.be reasonable under the

crrcumstances Actual results 1 ‘may differ from these estrmates under drfferent assumptrons or condrtrons

Management belreves thé followmg are. the critical accountmg pohcres requiring srgmﬁcant Judgments and

estrmates used in the preparatron of its conso 1dated ﬁnancral statements

- “ RevenueRecogmtzon ‘ 3 L R

: The. Company recognizes its revenue upon transfer of trtle and rrsk of loss, orin the case of retarl sales a the trme

of regrster receipt. The Company records, estrmates for returns and sales and cash drscount allowances in the same
penod the’ revenue is recorded These estrmates are based upon hrstorrcal analysrs, customer agreements and/or

v currently known factors that a arrse inthe! normal course of busrness W hile, such returns and allowances. have g :_ ‘.:

i

' ‘hrstorrcally been within managements expectatlons and the provrsrons estab 1shed future actual experrence may

drffer frony that experrenced m the past el e

Allowance for Doubtful Accounrs S . . . : L : ‘
Accounts recelvab e are’ reduced by an allowance for amounts that may be uncollectrble in, the future Estrmates '

: evaluatrons of t.he customers and customer pavment hrstory and account agrng Whrle the actual bad debt losses B
have hrstorrcally been wrthm the Companys expectatlons and the a lowances establrshed there canberio guarantee*. e

that the Company will contrnue to experrence the same bad debt loss rates As of. Ianuary 31,2004, there were ho-

v

known srtuatrons wrth any of the Companys ma)or customers whrch would rndlcate the customers mabrlrtv to”

make therr requlred payments

Inventones C LT ‘ . I, o ;
: The Company values its rmentory at the lower of cost of market using the ﬁrst -in, ﬁrst out (FIFO) method

The cost of ﬁmshed goods and’ component 1nventor1es, held by overseas subsrdrarres, are determrned using average el
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B : cost The Companys management regu arl y revrews its sa]es 0 customers and customers sell through at retatl

| j, e o o determme excess or obsolete mventory reserves Inventory wrth less than acceptable turn rates is-classified as o
FRIIR drscontmued and together with the related component parts which can be assembled into saleable ﬁmshed goods, -

s sold through the Company’s- outlet Stores. When management determmes that finished product and- components .
S e unsaleable in the Companys outlet stores;  reserve is estabhshed for the cost of those products and components
SO Tk These esttmates could vary srgmﬁcant]y, either favorably or. unfavorably, from actual requirements dependrng on
AR R 'future economrc condmons customer mventory levels or competmve condrtrons whrch may dlffer from the
- '-’A‘Companvsexpectatlons o ; T L

- e . . ' - . PR N . - . ST e s SN
- . R . L s . P . .

"Long-szed Assets SR N L S ] . ’
The Company perlodrcally revrews the estrmated useful hves of its deprecrable assets based on: factors mcludmg
" historical experrence the expected beneﬁcral service: perlod of the asset, the quahty and durabrhty of the asset

_ o and the’ Companys marntenance pohcy mcludmg perrodrc upgrades Changes in useful lives are made on, a
S e o ‘ : ‘ :prospectrve basrs unless factors mdrcate the carrymg amounts of the assets’ may not be recoverab e and an
S T rmparrmentwnte dOWn IS necessary R T S

The Company revrews its Jongs hved assets for rmparrment when events or changes in crrcumstances mdlcate, B
‘ ‘in managements udgment ‘that the carrymg value of such assets may not be recoverable When sucha determmanon
R has been ‘madé, management compares  the carryrng value of ‘the assets wrt 'therr éstimated future undrscounted
, ' ‘:cash ﬂows Ifit is: determmed that. an 1mpa1rment 1oss has occurred the- loss is recognized durmg ‘that perrod
L ,’"The rmparrment Joss is calcul ated as the dlfference between asset carrymg values and the present valie of estunated

- net cash flows or comparable market values grvmg consrderatron to recent operatrng performance and prrcmg ‘L',;"
'.trends In ﬁscal 2004 2003 and 2002, there were rio 1mparrment losses related to long lxved assets. AT RN

' 'Warranty

C v _-All watches sold by the Company are, covered by. lrmrted warrantles agamst defects inr materral and workmanshrp
R - __ S "'for periods. rangmg from two to-ten yéats from the date of purchase for movements and up’ to ﬁve years for the gold
A vplatmg for. Movado watch cases and bracelets. The Company records an estrmate for future warranty costs based on '

N hlstoncal reparr costs Warranty costs have hrstorrcally been within the Companys expectatrons and the provisions .
+ established. If. such costs were to substantra ly exceed estunates, thlS could have an adverse affect on the Company 5 "
'i'operatrngresults S '5 o -'-,‘_ ’ T v ’

Lo lﬂCOmeTaxes e e T o AP .
+. The Company follows Statement of Frnanclal Accountrng Standards No 109 Accountmg for Income Taxes”(“SFAS
"No 109”) Under the asset and lrabthty method of SFAS No 109 deferred tax assets and habr]mes are recogmzed < ."_ “ ‘

R R
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. ,for the future tax consequences attrrbutab eto drfferences between the ﬁnanc1al statement carrymg amounts of
‘ exxstmg assets and liabilities and their respectlve tax bases, Deferred tax assets ‘and habtlmes are measured usmg

- enjacted tax laws and'tax rates; in  each )urlsdrcuon the Company operates, and applied to taxable income in the. ¥
- yearsin whrch those temporary dlfferences are- expected to.be recow: ered or settled, The effect on. deferred tax assets.
~ ‘and liabilities due toa change in tax rates is recogmzed in income in; the penod that mcludes the enactment date.
* In addition, ‘the amounts of any future tax beneﬁts are reduced by a valuation allowance to the extent such beneﬁts

o are not expected to'be realized on a more- 1kely than not basis. The Company calculates esnmated income taxes - ..

. ineachof the Jul‘lSdlCthﬂS in whrch it operates. This process involves estrmatmg actual current tax expense along
' w1th assessmg temporary deferences resultmg from dlffermg treatment of 1tems for both book and tax purposes

:"'RESULTSOFOPERATIONS B S TP IR P
g The following:is a discussion of the results of operauons for ﬁscal 2004 compared 1o ﬁscal 2003 and ﬁscal '
ey f2003 compared to ﬁscal 2002 along with a discussion of the changes in ﬁnanctal condmon durmg ﬁscal 2004

The followmg are net sales by busmess segment ( in thousands) . : o
y ‘ : o ’.:Fi'scalYearsEnded Ianuary}_l,' s
2004 S0 el 2000

© Wholesale: . v Tl e , R
" Domestic L T $224866 307,819, 5204685 )

Internatlonal , S
- 'Net Sal,esa;; R f:;-$33'."1§21”4 '$3°°:°77' RV -.3299’725' .

The followmg table presents the Companys results of operat1ons expressed as a percentage of net sal es for the o

; ﬁscal years mdrcated A R R
e s T : KA e FlscalYears Ended ]anuary31 ‘ Lo
S N IR T N T
. o : o ) S ";'_'%of'netsales; o ‘%ofnetsales' L %of-»n‘etsales . -
: "..Netsal T aow e 1000% L 1000% .
| Costofsales - ST e e . 386%
' ‘Sellmg,general and admlmstrauve expenses LT T s0a% o LTs0.8% R 526%
Interestexpense net SRR T 0% L. 3% T ' o 18%
. ~-Netincome: 5, R S % eT% 57% .

e 44475’-_._‘,‘,"".; o 375; ey
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at retarl

- the résult of a few factoss. The contrnued negatrve effect of the weak Us. dollar on Swrss purchases was the major’’
L _‘_factor In addltron there was an unfavorab e miix of sales w1th1n the busmess : ‘

“Movado!Group, Inel" -

o Fi#é[id(}ddsmparéd to Fis'_c“al 2003 _’ T SR S IERPIR

: '._Net salesin fiscal 2004 were $330 2 mrllron, or 10 0% above ﬁscal 2003 sales of $300 1 mrllron For the year, sales S
" incréases were recorded i all brands and busmess segments BRI _' T,
Domestzc WholesaleNetSales ol S

. ?The domestxc wholesale busmess mcreased by 8. 2%, or $17 0 mrllron to $224 9 mrllron Double drgrt sales .
* increases were recordedin the Concord, Coach and Tommy Hllﬁger brands and mid smgle digit i mcreases were
S _ f.recorded in Movado and ESQ The increase in Concord sales was fueled by. hrgher unit sales volume- wrth the
' mtroductron of few more accessrb 1y prlced steel luxury products The 1ncrease in sales in the Coach brand was
_ "attrrbutable o, the mtroductron ‘of fashron newness in tandem with Coach S new: product offermgs The Company
S Jintendsto contmue to focuson provrd.mg a seamless aocessory to the Coach leather goods customer. The increases,
 -lin Tommy Htlﬁger brand sales reﬂect contmued door expansron m North Amerrca as well as posmve sell through

- )'. ‘.

.

' Internarwnal Wholesale Net Sal : o . Lo e
.- The mternatronal wholesa e busmess was $44.5 mtllron and was above prror year by 15 9%,.0r-$6. [ mtlllon _
o The effect” of currency translatron and the ‘weak Us. dollar resulted inan increase in nét sales of $3.9 1hi lron
. Srgmﬁcant increases were recorded i Tommy Htlﬁger as aresult of mternatronal market expansron Coach was ¢
Sl 'above prror year m double digits with hrgher volunie i in; the Asian and duty free business. The Movado busmess o
| :was below prlor year asa result of drfﬁcult economrc conthrons in Europe and South Amerlca

o

Retarl Net Sales

& ., ' ‘ Salesin the Company s retarl s gment mcreased by $7 0 mrlllon or. 13 O% to $6O 9 mrllron Strong comparable E
L ‘.store sales mcreases of 20 1% were recorded in'the Movado Bouuques In addmon increases were recorded asa |
- result of the expansron mto seven new Movado Boutrques opened in ﬁscal 2004 At Ianuary 31,2004, the Company
: 'operated 17 Movado Boutrques and 26 outlet stores as compared to 10 Movado Boutrques and 26 outlet stores at .
o "._lanuary 31,2003, LI PR ‘

c Gross Margm . .
o ‘.',.Gross margm for the year was $200 3 mrlhon ran mcrease of $16 1 mrlhon over prror year due to the hrgher sales
o voliume! Asa percent of sales Bross. margln was 60 7% versus. 61 4% prxor year. The lower gross profit percentage 13
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‘ Sellmg, GeneralandAdmzmstratzve (“SG&A”) Expenses L '( R : S S
T SG&A expenses of $165 5 rmlhon reflect an'8.6% incréase from $152 4mil lron in ﬁscal 2003 As a percentage of .

[vsales, SG&A expenses were 50.1% as compared to 50 8% prror year Included in the $13.1 mllhon incréase in SG&A - °

' -expenses is approxrmately $2.7 million in hrgher costs asaresult of the translatron impact of the weak Us. dollar -
In addrtron there'was, mcreased marketmg ‘spending of $2 6 mrlhon whrch mcluded the new Movado televmon ."' :

S ) ~_!campa1gn, mcreased operatmg costs of $4 4 mllhon to support the seven new Movado Boutrques, and hrgher

‘ "payroll and re ated costs.

_ .’Interest Expense _ : : SR P CoL ‘

. Interest’ expense in ﬁscal 2004 declmed by $0 9 mrllron from $3 9 mrlhon in ﬁscal 2003 to $3 0 mrllron in ﬁscal
f : 2004 The decrease was due to srgmﬁcantly lower welghted average b bank borrowmgs The average borrowmgs .
for ﬁscal 2004 were $30 5 mrlhon or 25. 7%. lower than ﬁsca 2003 borrowmgs of $68. 0 mtlhon Thrs was: due to -_

favorable cash flow and workmg caprtal management ‘ g - : ' :
o Income Taxes L . S 4 _
' The Companys inicome tax provrslon amounted to 58 9 and $7 8 mrlllon in ﬁscal 2004 and 2003 respectrvely
*_This represents 228% effectwe tax rate inboth ﬁscal years. Management beheves that wrth the acquisition of Ebel -
R a shghtly hrgher percentage of i 1ts total sales wrll be derived from: lower fax’ rate mternatronal markets, thereby
' shghtly reducrng the Companys overall effectrve rate in- ﬁscal 2005 ‘ "‘f‘,} S L

e Fis_cal'2003 Compéred.to Fis_cal _2092 N

NetSales CT B I

“Net sales i ﬁscal 2003 were $300 1 mrllron shghtly above ﬁsca] 2002 sales of $299 7 mllhon The wholesale busmess .}k o

i ', oyeral decreased by S6 4 mrlhon or 2 S%

b» Domesttc Wholesale NetSales : :: SR S : T
- The domestic wholesale business mcreased by I 5% or $3 1 mrl 1on, to $207 8 mrlhon The domestrc sales mcrease L
" was fueled by door éxpansion and strong retail sell through of Tommy Hﬂﬁger watches double digit growth in the

Coach brand wrth the iritroduction of successful new products and hrgher sales in the Movado brand: drrven by S

strong new product 1ntroduct10ns and solrd marketmg support. The 1ncreases were offset by lower volume in the

luxury Concord brand and the moderately pnced ESQ brand

-

Ca
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lnternatzonal Wholesale Net Sales E

s

The mternatronal wholesale: busmess was $38.4 mrllron and was below ﬁscal 2002 by $9 S mrllron, or 19 8% The

‘ --I%effect of currency translatron and the-weak-U. S dollar Tesulted i inan iricrease of $3.0 rnrllron The weak economtc

environmentin Europe and: Asra resulted in sales declines in‘the Concord and Movado brands. of $12.0 rntlhon,

f..or 28, 3%, This: was partrally offset by sales increases in the Tommy Htlﬁger hrand asa result of the launch in four S

European markets-and hrgher sales in the Coach brand i ]apan and the duty free busrness inAsia’- ' ~

- L

"RetaleetSales ‘ ' :: o AR P o . B . o o . _". '

1.

» Sales in the Company s’ retarl segment rncreased by $6. 7 mrllton or 14, 2% to: $53 9 mrllron due marnly o |
. .year ons year rncreases of three new. Movado Boutrques and three new outlet storés opened in the latter half
of ﬁscal 2002 plus the opemng of one new outlet sfore in ‘the latter part of ﬁscal 2003.1n addrtron comparable

. store sales mcreased by 4.2% and 5. S% in, the Movado Boutrques and outlet stores, respectrvely At ]anuary 31, 2003

. the Company owned and operated 10 Movado Bouttques and’ 26 outlets as compared to 10 Movado Bouttques
.and 25 outlets at Ianuary 31 2002 e T : : S :

' " Gross Margm , » _ : . . S . _
coes ‘Gross margm for the year rematned strong at 61 4% and wasconsrstent wrth ﬁscal 2002 results

o -Sellmg, General and Admzmstratwe ( "SG&A”) Expenses RN AN : s
. SG&A expenses of $152:4 mrlhon reﬂect a3, 4% décline; from $157 8 mrllron in ﬁsca 2002 Asa percentage of sales,
o SG&A expenses were 50 8% as: compared to 52, 6% -prior’ year "The effect of curtency translatron and'the weak us. |

: ‘_dollar resultéd in an mcrease of $1 6 mtllron The decrease in SG&A expenses of $5.4 mrllron was the tesultofa | . .

; '-;InterestExpense B T S R I - r
'.' Interest expense in ﬁscal 2003 declrned by $1 5 mrllron from $5 4 mtllron in ﬁscal 2002 to: $3 9 mtllron m ﬁscal

- 2003. The decrease was. due to’ srgmﬁcantly lower werghted average bank borrowmgs in addrtron toa owet effective -,

‘ .' . interest rate on the borrowrngs The. average borrowmgs for ﬁscal 2003 were $67.9. million or 17 6% lower than

L . 'ﬁsca] 2002 borrowrngs of $82 4 mrllton Thts was due to favorable cash ﬂow and workrng caprtal management

e 864 mrl]ron reductron, or 11 3%, in marketmg and advertrsrng marnly due to decreased media and co-op- spendrng s
.. inthe 1nternatrona1 wholesale busmess shght reductrons in- drstrrbutron experise, and general and admmrstratrve

expenses ‘of $1.1 mtlllon or2, 0%, froma $2.7 million one- ttrne severance and: earl y retrrement charge in fiscali ™ 7
2002, partrally oFfset by hrgher rental expense and hrgher legal and- bad debt expenses In addrtron, selhng expenses
R ,rncreased by $2 1 mrllron or4, 7%, prrmartly to support the expansron of the Movado Bounques

el

- i
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' '_IncomeTaxes IR .
.. The Companys rncome tax provrsron amounted o $7 3. mrlhon and $3 7 mrlhon in. ﬁscal 2003 and 2002 respectrvely

‘ . This represents a 28% effective tax rate in fiscal 2003 versus an 18% rate for ﬁscal 2002 The effectrve taxratein f Lo
L ﬁscal 2003 of 28% is more indicative of the Companys expected effective tax rate from i its future operations. The -

18% effective tax rate in ﬁscal 2002 reﬂected a decrease in the Companys US source earmngs asa percentage of -
' ..the overall earmngs mtx s o . _

S I.IQUIDITY AND FINANCIAL POSITION

) ‘- At ]anuary 31 2004, the Company had $82 1 mr llon of cash and cash equrvalents as compared to $38 4 mrlhon c
. inthe prior year. The $43 7'million i increase in cash was prrmarrly derived from §51.6 million of cash generated
- from operatmg actlvrtles, sorhewhat offset by $11.5 million in cash used in mvestmg activities prunarrly for capltal”

'expendrtures to'support the Movado Boutique expansion and normal information systems spendmg and $1.9° .l_
‘milli lion of cash used in ﬁnancmg actrvmes pnmarrly re ated to amounts assocrated wrthdmdends paidto’ .

[

. The Companys major source of funds has been cash generated from operatrons In ﬁscal 2004 2003 and "~

o 2002 the. Company generated cash from operatrons of $51.6 milli ion, $33.3 mi llion and $16 5 mrlhon, respectrvely .

" This posmve "cash flow has been the source 6 fund the Companys growth 1mt1at|ves, as well as to-pay. down' .

g Ashort -térm and long term debt and to pay dlvrdends T - : R .' .
: Accounts recervable at January 31,2004 were $88 8 mrlhon as compared to $94. 4 mrlhon inthe prlor year
" The decrease i is the resu It-of a shift in, the mix of busmess as well as 1mproved g obal cash collectlons These

decreases more than offset the negatrve effects of currency trans ation. -+~ . .

. Inventories at Ianuary 31 2004 were $121.7. mrl]ron as compared to Sl ll 7 mrlhon in the prtor year Srnce
‘48 3% of the inventory is heldin Switzerland, and Canada; the yeat-on- year translatron in the balance sheet
inchides the effect of the weaker U.S. dollar i in fiscal 2004 The effect of the currency trans]atron was.an mcrease

% ‘of $4.8 million. The reason for the remamtng growth was htgher mventory () support the seven. new Movado g
- Boutrques shghtly offset by lower wholesale 1nventory ' : o

., The Company used cashof $11.5 million in fiscal 2004 $7.0 mrlhon in ﬁscal 2003 and $14 7 mrlhon in ﬁscal 0

= _2002 fori mvestrng actwrtles, prunanly for caprtal expendatures - - :
" Capital expendrtures totaled $10.8 mﬂhon in fiscal 2004 The spendmg was prrmarrly for the bulld out of

. ‘the seven new Movado Boutrques ($6 5 mrlhon), systems hardware and software i mvestment ($2 2 mrlhon) and |

remodehng of existing fetail operatrons ($1 4 mrlhon) In fiscal 2003 caprtal expendrtures were $6.5 mrlhon and

" related pnmarrly to the budd dut of new Movado Boutiques opened inr'the. Mtamr Florida area in February 2003,. - _' "

: .varrous 1nformat10n systems protects and enhancements the‘addition of a state- of the-art: )ewelry vault in the:

8 —Companys Moonachle, New ]ersey drstrrbutron center and the addmon of a new outlet store. Caprtal expendltures” K

o

A a dox T
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amountmg to $13 9 mtllron in ﬁsca 2002 relate prrmart y to the relocatron of the Companys u S headquarters, -

L ..topenmg two.new Movado Bouthues and the flagship Movado Boutrque in-New York’ City, varlous 1nformatron ‘

: 'systems pro;ects and expansion ¢ of the Companys network of outlet stores The Company expects that annual f . o

: icapital expendttures itrthe néar, term wrll apprommate the ﬁscal year 2002 levels. These expendrtures will relate L ﬁ" ‘

hprtmanly to. leasehold tmprovements furntture and ﬁxtures for new Movado Boutrques management mformanon
':systems ‘projects and s store renovatrons R ' S !

Cash used in ﬁnancmg actrvrtles amounted to $1 9 mtllron in ﬁsca 2004 Thrs compares to $1 l l mllhon

. and $6. 9 million of cash used in ﬁnancmg activities in ﬁscal 2003 and 2002, respectrvely Cash’ used in ﬁnancmg
actrvrtres durrng ﬁscal 2004 was pnmarrly for drvrdends pa1d to shareholders In ﬁscal 2003 and’ 2002 cash was
'used prtrnanly to'pay. short-term and long -term debt. - -

At ]anuary 31, 2004, the Company had two series of Semor Notes outstandmg Semor Notes due ]anuary 31

. --2005 were. ongmally issued in a prrvate placement completed in ﬁscal 1994, These notes have requiredannial .
RE pr1nc1pal payments of $5.0 million-ince Ianuary 1998 and bear i mterest of 6. 56% per annurn. The Company did -
g not repay any prmcrpal in [ fiscal 2004 due to timing of when prmcrpa] payment is due. The Company repard $5. 0
. ,'mtlhon in pr1nc1pal of these notes in eich of ﬁsca 2003 and 2002. At ]anuary 31,2004, $10.0 million in prmcrpal
SR "of these notes remained outstandrng, of whrch $5 0 mtlhon was pard on February 2, 2004 wrth the remarnmg
e »$5 0 million to be pard on ]anuary 31,2005, - T

Durmg ﬁsca 1999 the Company 1ssued $25 0 mr.llron of Serres A Semor Notes undeér a Note Purchase and

‘anate She If Agreement dated November 30, 1998 The $25.0 illion Series A Senior Notes bear mterest at'6. 90%, ;;} . -
‘mature on: October 30; 2010 and aré subJect to annual repayments of §5: 0 million commencing 'October-31, 2006

‘As of March 2, 2004 the Company amended its Note Purchase. and Prrvate Shelf Agreement orrgtnally

: dated March 21, 2001 10 exprre on March 21, 2007 Thrs agreement all ows for the i issuance, for up to three: years . ' '
after the date thereof, of senior, promrssory notes. in the aggregate prmcrpal amount of up to $40.0 million w1th v
o maturmes up to 12 years from® their orlgmal date of rssuance As of ]anuary 31 2004 and 2003, there were no -
i ."'amounts outstandmg under the agreement ,:}:x.rl-'* HYSOHE -

On June17, 2003, the. Company completed the renewal of its revolvmg credrt ine wrth its bank group

“The, .agreement provrdes for athree year $75.0'million unsecured revolvrng lme of credit and $15.0 mrllron of
o ."'uncommrtted workmg capttal lings. The line of credtt exptres on June'17,2006. The Company had no outstandrng
- borrowmgs under its bank lines at ]anuary 31, 2004. and ]anuary 31,2003, respectively. ..
) Under a serjes of share repurchase authorrzatrons approved by the. Board of Directors, the Company has mamtatnecl: L
a drscretronary buy -back program There were no- shares repurchased under the repurchase program durmg ﬁscal -
' 2004 or fiscal 2003 Asof ]anuary 31,2004, the Company had author1ty to repurchase addmonal shares for up-to h
$4. 5 mtllton agamst an aggregate authorrzatton of $30 0. m1llton e '
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For ﬁscal 2004 treasury shares rncreased by 493 435 as the result of. cashless exercrses of stock optrons for -

e .642 900'shares, of stock.

- . Cish dwtdends in ﬁscal 2004 amounted to $2 S mrlhon compared to $1 6 mtlhon m ﬁscal 2003 and $1. 4
. ‘mllhon in ﬁscal 2002 : - L L

- At Ianuary 31, 2004 the Company had workmg capttal of $243 0 mtllron as compared to 5219 4 mtllron in the . v ‘
. prlor year. The i mcrease i workmg capltal was predomlnantly the restlt: Itiof higher cash, lower debt and air increase
" in‘assets related" to hedgmg denvatrves and the translatlon of Swiss and Canadran mventorres The Company ended L
ﬁscal 2004 with- 0o short- term borrowmgs and negatrve riet debt.of $47 1 mtllron as compared to.no short term’ -

. vborrowmgs and negatlve net debt of $3.4 mllllon endmg ﬁscal 2003. Net ‘debt is: calculated as cash and cash

- equrvalents less short term: and long-term. notes. _

 In' summary, the Company made srgmﬁcant progress in generatmg posmve cash flow from operatmg actwmes" -

- o '1n each of the fiscal years 2004, 2003 and 2002 The Company belreyes it wrll conttnue to generate posmve cash ﬂow,
" 'from operations in the futute. : - : ‘ '

On March 1, 2004 the Company used 47 9 mllhon Swrss francs in cash (approxrmately $37 8 mtllron based

_ “ . on exchange Tates as of that date) representlng the 1n1t1al payment for the acqursmon ‘o the. Ebel busmess from L
s LV MH Moet Hennessy Louts Vuitton pursuant toa Share Purchase and Transfer of Assets and L1ab1ht1es "

SN 'Agreement dated December 22, 2003 Itis esttmated that the total purchase prrce is approx.tmately 61 3 mtllron : ] ;

o -t Swrss francs (approxrmately $48 S mt lton based on exchange rates as of Vlarchl 2004) IR S SR "'{ s

B 'CONTRACTUAL OBLlGATIONS AND OFF BALANCE SHEET ARRANGEMENTS
Payments due by perrod ( inl. thousands) PR :

e S Lessthan - o 13 Yoas Morethan- N R
. o et o Tod lyear o years, years- . . Syears.. ... '

i _,Contractual Obhgatrons

L Long-Terrh Debt Obhgatrons Lo 35000 $10000 $ 5,000 $10,000 s . $10,000 ‘ |
: Operatmg Lease Oblrgatrons S . 67,508 9,456 . - 17,683 . l’4;3ll)4_-"' '25‘,8653?
o :.RevolvmgCredlthes ) “ - HE — = — - =
. “Totl Contractual Obligations * * . *'$10,508 "~ -$19456° *  $22883 "~ 524304 $35865.

- ~pe v
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P g R RECENTLY ISSUED ACCOUNTING STANDARDS S S T
R JETREIE (1 Aprrl 2003, the FASB 1ssued SFAS No. 149, Amendment of Statement 133 on Derrvatrve Instruments and
SR Hedgmg Actrvrtres SFAS No. 149 amends and clarrﬁes accountrng for derrvatrve mstruments, rncludmg certain ”
o :'derrvattve mstruments embedded in Othet contracts and for. hedgmg actwmes under SFAS No. 133.1n partrcular, ‘
.‘_' o SFAS No. 149 clanﬁes under what' crrcumstances a contract w1th an mmal net mvestment meéfs the characterrstrc I
V7 ofa derrvatrve and when a derrvatrve conitains a ﬁnancrng component that warrants special reportmg in'the statemem o s
| , o of cash ﬂows SFAS No 149 is generally effectrve for contracts entered mto or, modrﬁed after June 30, 2003 The" ‘ ' o '
L S adoptron of SFAS No 149 d1d not have a srgmﬁcant nnpact on the Companys consohdated ﬁnanc1a1 posrtron, RN
ST , .,”::.results of operatrons or cash ﬂows = i T S T TP IR .
S May 2003, the FASB 1ssued SFAS No: 150, ‘Accountmg for Certam Flnancral Instruments wrth o
A . Characteristics of Both Lrablhtres and Eqmty SFAS No. 150 requrres certam ﬁnancral instruments that embody - by
TP - R obhgatrons of the i issuer and have: characterrstlcs of both.liabilities and equrty to be cIassrﬁed as Liabilities, (or an - o
- e - asset in some crrcumstances) SFAS No 130 lS effectrve for ﬁnancral mstruments entered into or modrﬁed after K ’
-"_May 31, 2003 and otherwrse is effectrve at the begmnrng of the first: mtenm perrod begmmng after. Iune 15,2003, '
2 . The adoptron of SFAS No. 150 did not have an rmpact on the Companys consohdated ﬁnancral posrtron results T
2 of operatrons or cash ﬂows as thie Company doés not currently have-any such- instruments. - - S
.' ‘ “In Ianuary 2003 FASB: Interpretatron No 46 (FIN 46), “Consohdatron of. Varrable Interest Entrtres was 1ssued..: '_ .
o FI\I 46 prévides gurdance on consohdatrng varrable interest ent1t1es and apphes 1mmed1ate1y to.variab} e mterests -_"'3;;
ks created after; January 31,2003, In December 2003, the FASB tevised and supercedéd FIN 46 with the issuance of EEN
T ;'.'FI\I 46R in order to address certam unplementatron issues whrch wrll be: adopted in the first teporting: perrod ]
K endmg after March is, 2004 The mterpretatron requires varrable mterest entrtres to be consolrdated if the equrty " .‘
. mvestment at risk is not sufﬁcrent 0 permlt an entity to ﬁnance 1ts actrvmes wrthout support from other pames B
. or the equrty rnvestors Iack certain specrﬁed characterrstrcs The adoptlon of FIN 46 did not have an rmpact on . o
) , R the Companys consohdated ﬁnanc1al position, results of operatrons or.cash. ﬂows ' R S :
e ' In Decernber 2003 the Securmes aid Exchange Commlssron 1ssued Staff Accountmg BulJetrn No 104 (SAB'
u104) Revenue Recognmon SAB 104 supercedes SAB 101, RevenuerRecogmtlon 1n Financial Statements to inc ude Lo o
L - the gurdance from Emergrng Issues Task Forcé EITF OO 21 Accountrng for Revenue Arrangements with Multrple X
R r.‘Dehverables The adoption of SAB 104 did: not have an rmpact on the Companys consohdated ﬁnancral posmon
R P f'_‘results of operatrons or cash ﬂows S LI : ;

U
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- ) Cnnsnﬂsdared Staﬁemems nf Encame . ;

S o <. - Frscal Year Ended Ianuary31
' (m Ihousands, excep. per )hare amaunts) 2004 00 2003 ' 2002
Netsales © ... o '$330,214 - ”;$_3_00,0(77 *$259; 723

'Costs and expenses:’ D
.. Costofsales . | . O
' ’A Selling; general and: admrmstratwe coel ]

129,908
.. 165,525

115,907
© 152,394

295433 . -

"11'5'653 S
57,799

- . Total costsand expenses o _ 268,30_1.-'.. 273 452'
o Operatmg income o ‘ '_{34,281T. 3L 776, . 26,273 .
o _Interest expense, et 3,044 3916 o 5415 .

3 _Income before iricome taxes and cumulatrve effect of a change no

: accountmgprrncrpl
- Provision for income taxes

NEIRC AN

\ -

'2‘7',8610‘ =

20858
e '3x735' o

- Income- before cumnulative effect ofa change m accountmg prmcrple -

L .Cumulatrve effectof a change in accountrng prmcrp
" net ofa tax benefit of$42 ’ :

22,851

20059 . C

17,123

' Netincome: _ L8 22851 78200590 S 17,011‘_4 ?;
T _Basrcrncomepershare . U
Income before cumulative effect ofachange in accountmg prmcrp]e LTS 180 s 1.69: | ‘,$,' 147
Cumulanve effect ofa change in accounmng prmcrp{e R (0 01) i
* *Netincorme per share- 190 s '.'1.69":-= SO ',1.46-3 :

ik ‘Welghted basic average shares o_urstandihg'

U050 -

118707

11683

"Drlutedmcomepershare ol . . T
" * Income before cumu fative effect ofa change in accountmg prmcxple T§ 184 - 0§ 165 0§ 143
- “Cumulative effect of achange maccounnngprmcrple - =L = (0.01)’:
E Netmcomepershare LT e L8188 165 - $ L4
- ',Werghted drluted average shares outstandmg s ‘12',4:39.-» " '1_2,'190 12,007
© See thes t Con_sohdated Fingncial Statements .~ o . ‘ R
a0 - .

et



Movado Group Inc e S

Consohdated Balance Sheets T

( in rhousands, excepr share and per share amounts)

2004 Lo

january 31

2003 '

CASSETS L. i
Currentassets Bt A S PR
R Cash T e e T e e AT
et Traderecewables,net IR
P Inventories, net
* Other

$ 82,083
.';:83300f4
121,678

27932 ;.

194,438

§38365 7

11,736
36646

Lol s Total current assets - .
Property, plant and equrpment net
Other assets.- . . L

320493
TR v § VAR
28,362

TThnes
39999 <

e

Totalassets s ,:- T e T " R

LIABILITIES AND SHAREHOLDERS EQUITY

. $390,967 .-

Currenthabrlmes Lol S T L

Current portion of Iong term debt
_ A Accountspayab . '
VRPN - "_‘Accrued payrollandbeneﬁts
c "7 Accrued liabilities " R A
Currenttaxespayable. © .. o
"""Defe'r'r'edincornet'a;'a(e's‘\‘.'- EEREIP R P

Coi$10000
23,631 .~

8,033,

Coargas -

12,150

5961

Ty
T
S60107
caems
11467 00T
4851

Total current hablhtres
Long -term debt . . <
Co o " Deferred and noncurrent inéome taxes
BERE Other]rabrhtres e el

R R
250000 i
L3282

;"11449

' -fss 000

61,765

Tota] habrhtres

116,254

Commrtments and contmgencres (Notele and 16) ‘ '_ o
Shareho ders’ equity: . ;" .y

Common Stock, $0.01 par value 20 000,000 shares .
o authorrzed 10,861,631 and 10, 057; 367 shares.issued, respecnvely '
e Class A Commen Stock $0 01 -par value, 10,000, 000 shares . R
o ) .authorized; 3,400,906 and 3,428, 277 shares 1ssued and outstandmg, respectrvely
craesl ST Capitalin excess of par valde : : !
T " ‘Retained earnings - A
" Accumulated other comprehensrve income -

i -'_ - - 'Preferred Stock,$0:01: paruvalue 5 000 000 shares authonzed no. shares 1ssued ,,,‘,;,i‘. o S

109

34
89491
192601“]
34473
S(a1, 995) - -

P _7‘101'.." A“ .

172,287

9386
L 2781)

72,145

A , S Treasury Stock 2, 040 591 and 1,547,156 shares at cost; respectwely
L L. Total shareholders’ eqiiity :

L2413

236,212

Total llabrlrxres apdsharehglders, s:quxt’_y~ s -

. $390,967 -

R PERT 7S

" See:Notes to Consolidated Firancial Statements -~ . &

8345154 S

42297
R

R




) Movado. Group Inc. -' ' T o S

' Consolidated: Sta‘temems of Cash FBows e

R (m thousands)

Fiscal Year Ended ]anuary 31

‘Izoo4< .

2003 ¢ . - -

' “Cash ﬂows from operanng actwmes I _". P
4 _ ’ SO T s2,851
Ad)ustments to reconcxle net mcome to net cash provxdedby e St

- T

Net income . .

" .operating activities: = -
_ '.I-Depreaatlon and- amomzanon
' ._-Deferred ‘and noncurrent 1ncome taxes R
Provision for losses on accounts recewable L
: _?‘-Provmon for inventories

L

~ . ‘Losson disposition of leasehold 1mprovements furmture and ﬁxturesl’_" . ‘
' et T 2,811,

- Tax‘benefit from stock options exercised”
Changes in cucrent assets and habllmes

. Trade recelvables A _

" - loventories . - . . S A6,248)
s Other current assets RS v
"'+ Accountspayable h 160"

- Atcrued heihlhtles Lo

- Accrued payroll and beneﬁts
" .+ Defefred and current taes payable
-, Other noncurrent assets; Ry
L ,Other noncurrent habxhtles RS

99737
- l1g8
3,290
993 .
o

4,583

98T
' .i2,023 B : '

sy .' o

(4997

e “1‘3,50"2,‘. -

LS

o 520,059 =

(294) "

2002 .

'$,1'7,_01;4; cre

1,987 L1384
8300786
T gyt
U489 . e85
(2,602) ass
C(a8ls)y (5372)
14236 - 64
s @e)
(278 @17y T
eIy ey
2,465 . - (3,051)
248y, (6,234)
“(e36) | '

7,750 L R

I\et cash provided by operanna dctivities *

33306,

16,546 -

Cash flows from invésting acnvmes
Capltal expendltures PR
. Tradefnarks .

(10830
(653):

s (es29).
(514

(L
\(807)

Net cash usedmmvestmg actwmes SR

L0183

(14,709

e A Chsh ﬂows from ﬁnancmg acnvmes _: S
' Repayment of Senior Notes’ :
© Net pdyment ofcurrembankborrowmgs'.' )
o~ Steck optioris exerc1sed and other changes'- O
co Dmdends paid . o

S
i (2)537)

- (6,500)
L2037

(1i602)

“(7,039)

(5000 -

(2300 -
TL7g0; G
1360) "

Net cash used in, ﬁnancmg acuvmes ‘

(1,948) -

(ll 065) -

Effect of exchange rate chanoes on cash and cash eqmvalents .
- Neti inctease’ (decrease} in cash. and cash equwalents AN
Cash and cash, equlvalents at begmmng of year

: ',"4‘37183 -
38,365,

6,192 7.

21,394

16971

- (1.360) "
(6880)- .
(

Coodsy L
o (6088);‘_}.-;"
23,059

Cash and cish. equlvalents at end of year - $82 083 s $3‘8,365 $16 971 S
o i See_Nptes to Consqhdated Fmana_al Srqremengs o . ' ‘ v '
"

7,550
(1859



. N o

RS ' Net unirealized loss on mvesrmems, . o

s Movado Group Inc

Consohdated Statements of Changes in Shareholders Equlty
- LT e Accumulated
vl DT TClassATCCapitalin. v OKherComp
: '_Rreferred'_' Common Commdn !+ Excessof  Reteined - fehensive, " Treasury
'(m thousands exceprpershare amoanrs) © . Stock ¢ Stock Stock .Par Value- - Earnings”™  Income (Loss) | . Stock
Balance,]anuary3l 2001 . j_:\ §— sss 1835 567, 242 S138A76° .7 (818,169) - (827910)
"+ Netincome. - o S ST U T VA T3 Tl T
o j‘DlVldendS ($0:12 per’ share) TR Co L "(1:360): crl e T
Stock opuonsexercwed net of tax of$685 N TSI ¥ -1 PN
Employee stock bonus plan T ‘
Supplemental ‘executive retlrementplan S :_ _ 379 SRR N
~‘Accounting change, nietof tax of $143. - - SR e e T 367
~Net unrealized g gainoninvestments, + . - 1 o B
R netoftaxof$77 l' R BN e T - LT 199
"Netchangemeffectlvepomonofhedgmg LT e ST
contracts, netofta.xof399 e .}=.>_'i“ IR S el " (449). -: :
Forelgneurrencytranslatxon ad}ustment T e e ) i
Balance January 31, 2002 : L8 U898 LTSI seo.48e. SISIAN0 . (23.286)  (S27,691) .
©Netincome . CTel T e e T e 00059,
‘D1V1dends($012pershare) L e (1602)
" Stock optlonsexerased netoftaxof$489 R LU X ) W e {135)
'- Employeestockbonusplan R ST [N T 1

2o

'Suppementalexecutweretlrernentp L R AP ' S oL e

"net of tax'df $25 - T N (.7) B
.Netcnange in effectlve portlon ofhedgmg - L A
. contracts; netoftaxof$2709 T T ‘ S e e e T 4,584
Foreign currencytranslatxonad;ustment SR T e e 38,170
Ccnversxon of Class A Common Stockto : S sl e

CommonStock S S ey s R T

“Balance; 1anuary3_1.-206‘3~. ‘ CSI01 83T 372,145 - $173287 T $19,386 . 1.($2774D)
. »Netmcome Lo ‘ LT S 7X. -1 PR TP
vaxdends (s0: leershare) ol {4_ ‘.'_,4 S - 2,53
. Stockoptlcnsexerclsed netoftaxof$2 511 L8 St 16861, 0 Lo (14,254)
Supplemental executive retirement plan” - ¥ L o e T
"Restncted(stock amortlzauon less cancellanons el SR} -1
Net unrealizéd gairi on mvestments o CL o N _'
' netofmof$89 St T T e GO |- BRI
Netchangemeffectwepomonofhedgmg u ] B E ‘
' contracts, netrof tax of $2,212 . R PR (3434)
" Foreign currencytrans]atlon ad)ustment S e e . 18382

*Baldnce, January31,2004 " - §— 0 §109 - $34  $89,491 §192,601 _-.'§34473 . (S41,995)

" See Notés to Consolidated Financial Statements |
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Notes to Movado, Group Enc s Consolrdated Fmancral Statements

s

.

"

- NOTE? - SIGNIFICANTACCOUNTING POLICIES f T e T
Orgamzatron and Business- ' L PP
Movado Group, Inc, (the "Company ) is; a desrgner, manufacturer and dtstrrbutor of quahty watches wrth
promment brands in almost every price category comprrsmg the watch 1ndustry In ﬁscal 2004 the Company ‘
: marketed five distinctive brands of- watches Movado, Concord ESQ, Coach and Tommy Hrlﬁger, whrch compete
“in most segmentsof the watch market ‘ SR . - ,
The Company destgns, manufactures and contracts for the assembly of Movado and Concord watches _
prrmartly in Switzerland for sale throughout the world. ESQ and Tommy Hilfiger watches are manufactured to
. the Companys specrﬁcatrons by independent contractors located in Asia. ESQ watches are present] y ‘sold prtmartly
- in North America and the Caribbean. Tommy Hrlﬁger watches are sold throughout the world. Coach watches . -
- are assembled in Swrtzerla*ld by mdependent contractors and sold prrmarrly in North Amertca, the Carrbbean r
andAsrag.f‘,' St R AT R _
" 1n addition to its. salesto trade customers and mdependent drstrlbutors through a wholly owned domestrc o
subsrdrary, the Company sells Movado watches as well as proprretarv Movado ]ewelry, tabletop and: accessorres
drrectly to consumers in its Movado Boutiques. Additionall y-the Company operates a number of outlet stores
throughout the Umted States, through WlllCl’l 1t sells drscontmued and second merchandlse

[
'41' %
e -

o Prmclples of Consolrdatlon o % ‘ - . ,
“The consohdated ﬁnancral statements 1nc ude the accounts of the Cornpany and its subsrdtarres Intercompany

transactrons and balances have beenehmmated B T T

r Translatton of Forergn Currency Funancral Statements and Forelgn Currency Transactrons " : : o
~The financial statements of the. Company s mternattonal subsrdrarres have been translated mto ‘United States :

 dollars by translatmg balance sheet accounts at year- end exchange rates and statement of operatrons accounts

ataverage exchange rates for the’ year FOrelgn currency transaction garns and 10$3€s are charged or credrted to

v income as incurred: Forergn currency § translatron gains; and losses are: reflected i in the equity section of the - .
' Companys consohdated balance sheet in accumulated other comprehensrve mcome (loss) I MUEIRE

Cash and Cash Equwalents . ST - . -
"Cash equrvalents are cormdered all hrghly hqurd mvestments wrth orrgma] maturmes at date of purchase of .
three months or less o a SRR '

oo

o Trade Recervables S : : r : }
' The Companys trade customers mclude department stores ]EWElI'Y store chams and mdependent Jewelers ‘
Movado, Concord and Tommy Hrlﬁger watches arg also marketed outsrde the U, S through a network of mdependent

’

. S e S e . . . . L R
) [ [ . . . N B : : i P Lo

N S L . ..
.. 34 oo DO N . L S RN I . s : RN



cash drscounts of $26:0. mllhon and 522 2 mdhon at ]anuary 31 2004 and 2003 respectrve y. L
The Company’s concentratrons of credit rigk arrse prrmarrly from actounts Treceivable related to trade customers o

drstrrbutors Accounts recervable are stated net of allowances for doubtful accounts, estrmated returns and sales and\‘ S ’ '

;- 1:." - - :'_"'_ __;"-‘;' durmg the peak sel]mg seasons The Company has srgnrﬁcant accounts recervable balances due from ma)or department?_‘f g B

“store chams The Companys results of operations. could be materrally adversely affected i the:event any of these

o ".’-'. ma]or customers whrch mdrcate the customers 1nabrlrty to make the requrred payments Lo

- _' lnventones :. A R EAEPEELEELER .

S ". . . The Company values its mventory at the lower of costor market usrng the ﬁrst -in, ﬁrst-out (FIFO) method
L : ".The cost of ﬁmshed goods and: component mventorres held by overseas subsrdranes are determrned using

o average cost. The Companys fhanagement regularly revrews its sales to customiers and customers sell- through

" custorers or a group of these customers defaulted on. allora srgmﬁcant portron of therr oblrgatrons fo.the Company_ S
“as a result of ﬁnancral drfﬁcultres Asof }anuary 31,2004, there were no  known. srtuatrons wrth any of the Companys .

“sat tetail to determme excess or obsolete i lnventory reserves Inventory wrth less: than acceptable turn rates is - s ”f o

classrﬁed as drscontmued and, together wrth the related- component parts whrch ‘can-be assembled into-saleable
ﬁmshed goods, i is sold through the Companys outlet stores When: management determines that ﬁnrshed product
. - " and components are tnsaleable in.the Company’s outlet stores, areserve is establrshed for the cost of. those '
: products and components These. estrmates ‘could vary srgmfrcantly, erther favorably or unfavorably, from actual
Y R e "_"} . requrrements dependrn gon future economrc condrnons, customer rnventory leve sor competrtrve condrtrons
el ¢ Wl’llCh ma}' drffer from expectatrons A TR N '
Property Plant and Equrpment SR b - .
L Property, plant and equrpment ate stated at cost less accumulated deprecratron Deprecratron of furnrture and
e . " equrpment is s provided: using the strarght -line rnethod based on the. estrmated useful lives of assets, whrch range
B frorn three to ten years Leaseho d 1mprovements are amortrzed usmg the strarght hne method over. the lesser

plant and equrpment the accumulated deprecranon is deducted from the orrgmal cost and any gam or loss is.
S reﬂected rn Ciurrent earmngs Y : ; :

.\ L
A

e L Long Lrved Assets - LR SO | ~ : : RN
. The Company establrshes the esttmated useful lrves of its deprecrable assets based on factors 1ncludrng hrstorrcal’ -

' ~j_"‘ : Company’s maintenance polrcy rncludmg perrodrc upgrades Changes in-useful lives a are made ona. prospectrve
basrs ‘unless’ factors mdacate the carryrng amounts of the asséts may hot, be recoverable and an trnparrment
wrrte down is necessary Sal Ty RN R ; ‘

B _' " experience, the expected beneficial service perrod of the.asset, the qualrty and durabrlrty of the asset ardthe . PRI




""Movado Group, Inc.

‘-
b

The Company reviews.ts long lived assets for i 1mpa1rment when events or. changes n crrcumstances

B ,.; vrndrcate it management’s )udgment that the carrymg ‘value of such assets may not be recoverable ‘When such a
.~'. determination has been made, management compares the carrying value of the assets with therr ‘estimated future v
- undrscounted cash ﬂows Ifitis determmed that'an impairment loss has occurred the loss.is recogmzed durrng that - -

= -perrod The rmparrment loss is calculated as the différence between asset carrylng ‘values and the present value of
“estrmated riet cash ﬂows or coniparable 1 market ‘values, grvrng consrderatron to recent operating performance and
h prrcrng trends In ﬁscal 2004 2003 and 2002 there were no rmparrment losses related to long -lived assets

e . . - . ﬂl.-"~_ [ Fa

.' Capltallzed Software Costs f:.:: R ,_\.:; S et e :

The Company capitalizes cértain computer software costs after technologrcal feasibility has been establtshed
L The costs are amortrzed utrlrzrng the strarght “line method over the economrc lrves of the related products rangrng

’ from three to seven years

co . [

“-."'lntangrbles O R o O e ST D .

o Intangrble assets consrst prrmarrly of trademarks and dre recorded at cost Trademarks are generally amortrzed ,;- :
7 over ten years The Company contlnually revrews 1ntang1ble assets’to. evaluate whether events or changes have .~ "7
- occurred that would suggestan impairment of carryrng value, An. 1rnpa1rment would be recogmzed when .

s expected undrscounted future operatrng cash flows are lower than the carrying value At January 31,2004
.‘."'and 2003, tntangtble assets-at cost were $7.5 million and $6 9 million, respectryely, aid related, accumulated o

_‘ amortrzatron of rntangrbles was $3.5, mrllron and $3.0 mrllron, respectrvely Amortrzatron expense for fiscal 2004

- 2003 and 2002 was $O 7 mrlhon $O 6 mrllron and $0.5- mrllron respecttvely ' e

'»'Derwatrve Instruments

- _The Company utilizes derrvatrve ﬁnancral mstruments to reduce forergn currencv ﬂuctuatron rrsks The Company -

:'accounts for its derrvatrve fiiancial mstruments ‘in-accordance with Statement of Frnancral Accountmg Standards.

1 “SFAS”) No. 133 “Accountmg for Derrvatrve Instruments and ‘Hedging: Actwrt“’ $7 whrch was amended by SEAS **7" Ey
No 137 and SFAS No. 138. SFAS No: 133, as amended establ 1shes accountmg andi reportrng standards for derivative -
:-' 1nstruments and hedglng actrvrtres They require that an entrty recogmze all derrvatrves as erther assets or habrlrtres e

h in the statement of ﬁnancral condmon and measure those instruments at fair value; Changes in the farr value -
. of those iristruments wil] be reported n earmngs or other comprehenstve income dependmg on the use of the :_ L
- denvatrve and whether it qualrﬁes for hedge accountrng The accountmg for gains and, losses associated with .
- changes in the fair. value of thederivative and the effect on the conisolidated financial statemefits wrll depend on - -
- itshedge designation and whether the hedge is hrghly effectrve in achrevrng offsettmg changes in the fair value -
’ --;ofcash ﬂows ofthe assetorlrabr rtyhedged R T

i
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e currency ltabrlrtres

: enter mto anydertvatrve mstruments fortradmg purposes S ot e

'jRevenueRecogmtron f-«‘.‘ “‘, ST e T . L
- The Company recognrzes its revenue upon transfer of trtle and rrsk of loss or,in the case of retail sales at the trme ‘
- _of regrster recerpt “The Company records. estrmates for returns and sales and cash discount allowances in the same ¢

_Preopenmg cOsts S . T Dot
E -Costs assoctated wrth the openrng of new boutrque and outlet stores are expensed in the perrod tncurred

L. AR s oL

By

The Companys nsk management polrcy is to enter mto forward exchange contracts and purchase forergn

4 'currency optlons, iinder. Certain hmrtatrons to reduce’ exposure to adverse fluctuatrons in foreign exchange.r rates Vo
. ‘.‘and to a lesser extent, in commodrty prrces related toifs purchases of watches, When entered into, the Company '
, desrgnates and documents these derrvatrve rnstruments asa cash flow hedge ofa spectfrc underlyrng exposure, as - .
o well as the tisk management obj ectlves and: strategres for: undertakmg ‘the: hedge transactions, Changes in the fatr
s value ofa derivative thati is desrgnated and documented asa cash flow hedge and ishighly effectlve, are recorded
'.‘ln other comprehensrve income until the underlyrng transactron effects earnmgs, 4and then are later’ reclassrﬁed o, L
'»earnrngs in the same account as the hedged transaction: The Company formally assesses, both at the inception and’ o e
"'at each fmancral quarter thereafter, the effectrveness of the derivative instrument hedging the underlyrng forecasted o \' )
o 'cash flow transaction whrch is being hedged Any meffectrveness related to'the derivative financial instruments’
: change in farr value will be recognized in'the perrod in whrch the 1neffectrveness was. calculated

. The Company uses, forward exchange contracts to offset its exposure to certain forelgn currency lrabrhtres

" These forward ‘contracts are not. desrgnated as SFAS No. 133 hedges and; therefore, changes in the fair value of .

these dertvauves are- recognrzed in earmngs, thereby offsettmg the current earmngs effect of the related forergn

Durmg frscal 2003 the Companys rrsk management pohcy was modrfred to mclude net rnvestment hedgrng

e fof the Companys Swrss franc denommated rnvestment in its wholly owned subsrdranes located in Switzerland -
L usrng purchase forergn currency optrons under certain lrmrtatrons When entered 1nto for this purpose, the |
Company des1gnates and documents the derrvatrve instrument as a. nét investment hedge of a; specific underlymg

exposure, as well as the Tisk management ObJECUVES and strategtes for undertakmg the hedge transactions. Changes '

' in the fair value ofa derrvatrve thatis desrgnated and. documented asa net 1nvestment hedge are recorded in other
comprehensrve income in  the same manner as the cumulattve translatron adj ustment of the. Company’s, Swiss .
. franc- denomrnated tnvestment The Company formally assesses, both at the' rnceptton and at each fmancral quarter -

o thereafter, the effecttveness of the denvatrve mstrument hedgmg the net investment. o

All of the Companys derrvatlve instriments have liquid markets to assess fair value The Company does not

.
\

" period the revenue is recorded These estrmates are based upon, hrstortcal analysrs, customer agreements and/or

currently krtowrt factors that drise in the norrnal course of busmess

' B Lo . oo

B B Ll
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Advertlsmg ,‘ T '«"-'.-.'.‘7 B B

advertlsmg campargn Advertrsmg expense for ﬁscal 2004 2003 and 2002 amounted to $53 1 mil lron $50 5
mtlllon and $56 9 mlllron, respectrvely ; :

Shlppmg and Handhng Costs K S o S ek PR
Amounts charged to customers and costs mcurred by the Company related to shrppmg and handlmg are mc uded

"in'net sales and cost of goods sold respectwely Ceons e . '
Warranty Costs R

“ "The: Company has warranty oblrgatlons in connectron wrth the sale of its watches The Company’s products are -
covered by limited watranties against’ defects in materials and: workmanshrp for penods raiginig from two to ten

i years from the date.of purchase for movements and up-to five" “years for the gold plating on. Movado watch casmgs

and bracelets The costs mcurred to.provide for these warranty obhgatlons are estimated and recorded asan - * RO a

_--accrued habl ity based' on histotical failure. rates.and- related costsito repalr As, of ]anuary 31 2004 and 2003
’ the reserve balances for warranty costs were $0 9 mrlhon for each year T A
IncomeTaxes I - R P T e .
The Company fol ows Statement of Frnancral Accountmg Standards No. 109 Acco‘unting for Income Taxes” "
" ("SFAS No: 109”) Undet: the asset and habrllty method of SFAS! \lo 109; deferred tax. assets and habrlmes are :
recogmzed for the future tax consequences attrrbutable to. drfferences between the ﬁnancral statemenit carrymg
.~ amounts of exrstmg assets and liabilities and ‘their respective tax bases. Deferred tax assets and. habrlmes are- -
v measured usmg enacted tax Jaws.and tax ratés, in éach jurisdiction the Company operates and applies t to taxable
income in the years 1n ‘which those temporary drfferences are expected to be recovered or settled The effect oni
- deferred tax assets and liabilities duetoa change in tax rates is recogmzed inincome m the perlod that mcludes

- the enactment date. In addmon the amounts of any.fture, tax. beneﬁts:are»reduced bya valuatlon allowance o} s RPN

- the extent such beneﬁts are not expected to'be realrzed ona more lrkely than not basis. The Company calculates
estunated income taxes ify each’of the: )urrsdrctrons in Wthh it operates: This’ process mvolves estlmatmg actual .
current tax expense along with. assessmg temporary dtfferences resultmg from dtfferrng treatment of items for o
both book and tax purposes : I ERETEN : ‘ g '

N oot

EarmngsPer Share o ST -

,

The Company presents net mcome per share ona basrc and drluted basrs Ba51c earnrngs per share is computed

¢ - oL i . B, -~

“The: Company expenses the: productlon costs of an advertrsmg campargn at the commencement date of the ... B c AT :
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- The werghted average number of shares outstandmg for basrc earnmgs per share were- 12 050 000 11 870 000 L
and’ 11,683,000 for fiscal 2004 2003 and 2002, respectrvely For drluted earmngs per: share these amounts were T

' '_.L'lmcreased by 389,000, 1320, 000 and 324,000 in fiscal 2004, 2003 and-2002, respectively; due to potentlally drlutrve :
e common stock equrvalents 1ssuable under the Companys stock optron plans :

Y Lo T e e

" g Stock based Compensatlon .’-' L n e
. e RO - Employee stock optrons are accounted for under the mtrtnsrc value method whrch measures compensanon cost”
SO R “as the excess, if anf, ,of the quoted market prlce of the stock at grant date over the amount an employee must pay
AT 5." e e to acqulre the stock Accordmgly, compensatron experise has not- been recogmzed for stock optrons granted ator L T
P "+ above fair value Had comperisation; expense been determrned and recorded: based'upon the fair value recognmon -
A provrsrons of SFAS No. 123; Accountmg for Stock Based Compensatron, et income and net mcome -per share

' ~wouldhavebeen reduced to pro forma amounts as follows S »”.,' R - R
. - "f:' cqod 2003 e
| As"" ;_s.tpm:",‘;',v.‘",.'-" As".\_< BocBro T A o L Prod Tl
- R AR Reported" Forma_"',-' - Reported_  .Forma. ' . "Reported.  -Forma . T 'i
R N Netlnwme SRR szz 851» $18768 520059 ’$16;439‘{‘.;"".-.13'17;01'4 -8l 2‘49"\;“ '
A R L _,.Net Incomepershare Basrc $ 190 $ 156 . 169 I§ 138 . 8 146 . . 8 122 =
CoT T e I\et Income per share- Dlluted $ 184 $ 151": $ 165'-_ ..;"$ :”1:'35-" v 3,’ Mz.i':.' '$ L 19 ~'
L l. ':-"‘- SRR The werghted average farr value of each optron grantxestrmated on the date of grant using the Black Scholes

.‘optron pricing; model is $11, 78, $9 71 and §7. 74 per's share i in"fiscal 2004, 2003 and 2002, respectlvely The. followmg
: ;"'welghted -average assumptlons were'used for grants in 2004 2003 and 2002 dwrdend yield of 0.87% for fiscal 2004,
- . ~0:63% for fiscal 2003.and 0.71% for ﬁscal 2002; expected volatility, of 52% for fiscal 2004, 46% for fiscal: 2003 and |
. ?50% for fiscal 2002; rlsk free 1 1nterest rates of 3:04% for ﬁscal 2004, 5: 23% for ﬁscal 2003 ‘and 4:81%. for fiscal: 2002
i..and expected lrves oftfour to seven years for ﬁscal 2004 and sever years for each ﬁscal year,of 2003 and 2002

. -Use of Estlmates m the Preparatlon of Fmanc:al Statements ,'I e e e
‘Thep preparatron of’ ﬁnancral statements in conformrty with accountmg prrnc1ples generally accepted in the o
‘ E _:.Umted States of Amerlca requrres management t to.make estrmates and assumptrons that affect thie reported
' amounts of assets and lrabllltles and dlsclosure of contmgent assets and’ habrlrtres af the: date of the ﬁnancral
e l”_'statements and the reported amounts of revenues and expenses durmg the reportmg period Actual resu ts.
L could drffer from those estlmates R Ve wl

can

N . Lot R . et ; B
C v ~ AN : . . . .-
e S ot S s KRN ‘ I . -
et e . S - Toestt o ! -




; . Mo_vadh'G'rciup.lln'c:' ’ ~' Do

Stockholders Eqmty S L e : : . :
Under a series of share repurchase authortzatrons approved by the Board of Drrectors the Company has L
mamtarned a drscretronary buy back program throughout fiscal 2004, There were no. shares repurchased under e L
the repurchase program during ﬁscal 2004 and fiscal 2003. As of Ianuary 31, 2004; the Company had. authorrzatron R
to repurchase shares up to-an addrtronal 54 5 mtlhon agamst an aggregate authorrzatlon of $30 0 mrlhon L f. L L Ce

Recently lssued Accountlng Standards
In:April 2003, the FASB issuied SFAS No. 149 “Amendment of Statement 133 on Derrvatrve Instruments and :
Hedgmg Actrvrttes SFAS No. 149 amends and clarrﬁes accounting for derivative i 1nstruments including certain. -
derrvatrve instruments embedded in otherrcontracts, and for hedgmg activities under SFAS:No: 133.In partrcular, e
SFAS No. 149. clarifies inder what crrcumstances a contract with-an initial net investment meets the characterrstrc .
-z ! ‘ofa derrvatrve and when a dertvattve contains a ﬁnancrng component that wafrants’ specral reportmg imthe. statement
e of cash ﬂows SFAS No. 149 is generally effectlve for- contracts entered into’ or. modtﬁed after June 30,2003, The *
K ‘15 adoptron of SFAS No. 149 drd not have a srgnrﬁcant rmpact on the Companys consolrdated ﬁnancral posrtron,
results of operations or cashflows. - . - e . A
. :In May:2003; the FASB rssued SFAS No. 150 “Accountmg for Certarn Financial Instruments w1th o R : R s S _ l',:’
Characterrstrcs of Both Ltabrlmes and Equity.” SFAS No, 150 requrres certain financial 1nstruments that embody : s SR
obhgatrons of the issuer and: have characteristics of Both liabilities and equrty tobe classrﬁed as liabilities (of an’. '_ S RN E
asset in some crrcumstances) 'SFAS No: 1501 is effectrve for financial i rnstruments entered i into or modrﬁed after - R I .
May 31, 2003 and otherwrse is effectrve at the begmnmg of the first interim perrod begmnmg after Iune 15, 2003 e ‘ R
The' adoptron of SFAS No. 150 did not have an 1mpact on the Companys consolidated ﬁnanc1al position,” results EDEIE REEENEREUEY ‘
of operattons of cash flows s the Compary did not current]y have any such instruments. L T PR
In ]anuary 2003, FASB Interpretatron No: 46 (FIN 46), “Consohdatlon of Vartable Interest Entrttes was tssued B R B
FIN 46 provides gurdance on consoltdatmg varlable interest entities.and apphes lmmedlately to. varrable interests.- " C
‘created after ]anuary 31,2003. In Décember 2003 the FASB revised and superceded FIN 46 wrth the issuance of
S FI\I 46R in‘order to address. certarn rmplementatron iss ich.will be adopted in the first reporting pertod
' endmg after March 13, 2004 The 1nterpretat10n requrres variable i rnterest entitiesto be consohdated if the equtty
s investment at risk is not sufﬁcrent to pérmit 4n entity to ﬂnance its activities wrthout support from other parties - ‘
- ‘or the-equity investors lack certarn specified characterrsttcs The adoptron of FIN 46 drd not have an rmpact on the_ A
Companys consolidated. ﬂnancral posrtron results of operations or cash, ﬂows S : co
s In December 2003, the. Securltres and Exchange Commrssron rssued Staff Accounttng Bulletrn No. 104 (SAB T _
: .' 104) Révenue: Recogmtton SAB 104 supercedes SAB 101 Revenue Recognmon in Ftnancral Statements toinclude.” ;...
the guidance: from Emergmg Issues Task Force EITF 00-21. Accountrng for Revenue Arrangements with MuItrple oo
Deliverables.” The. adoptron of SAB.104 does not have an 1mpact on the Company‘s consohdated ﬁnancral posrtron,f e '
' resu]ts ofoperatrons orcash ﬂows e e e e e ' R )
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E ‘:Reclassnflcatnon L o - L : : : S
Certam reclassrﬁcatlons were made to pnor years ﬁnanaal statement amounts and related note dlsclosures to

5 ; "‘conform to the ﬁsca 2004 presentatlon
.'.NOTEZ !NVENTORIES L e e .
:Inventones at ]anuary 31; con51sted of the foﬂowmg (zn thousands); Lo
Rl o D s sl
L T Compomentparts: T IS e e aas L deel
o Workeineprocess. . T T AL 208 ‘
Less:inventories reserve, . T S TT ol (2408) R S
o S e e T SILTE ST
L "NOTES PROPERTY, PLANTAND EQUIPMENT N R

S Property, ant and equlpment at ]anuary 31 at cost, consrsted of the fol owmg ( in thousands)

ORI YRR« LR

C “Rumitireandequipment .l oo e 537234;_~3*:;ﬁ' $31,393 .1 .
:,Computer sofrware S o e ce T e : ‘ 26333 a 24;‘33;;.-“..,
,,Leasehold lmprovements ' T ' R . 25,405, 20 '4"20‘ KA

g

T cO e L T e e e st
o fLess:'ac;uxﬁulate_ddepre'ci,ation ST T (e 860) (37212);-- :

.js4z_,112>, . S39pse

Deprecranon and amortlzatton expense for ﬁscal 2004 2003 and 2002 was $10 0 mxlhon §7.6 mdhon and
. $6. 8 million; respectwely, which mcludes computer software amornzatron expense for ﬁscal 2004, 2003 and 2002 L
' of $2 9 mllhon $3 0 mi hon and $2 6 mdhon, respectwe]y ST D, AR = -

[




o vfrve irrevocable standbv 1etters of credit for retarl and’ operatmg facrlrty leases'to varlous landlords and Canadian
. pays a facrhty fee-on the unused portron of the credit facrhty The agreement also contains certain ﬁnancral

o :. or drstrrbutron of corporate assets, inc udmg drvrdends, and limit the amount of debt outstanding, The Company ' "“ '.' BRI

"I ‘Moyado Group,Jjné: - :', Lo

NOTE 4 BANK CRED!TARRANGEMENTS AND LINES OF CREDIT S : Sl
.The Company’s revolvmg credit facility: wrth its domestlc bank group was amended in Iune 2003 to provrde for a
three -year $75.0 mrllron unsecured revolvmg Jine of credrt The line of credrt exprres on Iune 17,2006:1n addrtron,.'_"'

' certaln members thhrn the bank group provrded for $15. 0 mr hon of uncomimitted workmg capltal lines of credtt R
Lat ]anuary 31,2004 and 2003 respecnvely As of January 31 2004, one bank in- the domestrc bank group issued- .

[

payroll to the Royal Bank of Canada totahng $0.6 mrlhon with exprry dates. through May 19, 2005, The Company R
covenants mcludrng an initerest’ coverage rano, and certain restrictions that hmrt the Company on the sale, transfer T

- wis 1n comphance with these restrrctrons and covenants at ]anuary31 2004 and 2003. The domestic unused hne B L :

o ; ‘\_of credit was $90.0' mr]hon and $115. 0 millionat Ianuary 31,2004 and 2003 respectrvely

- drvrdends, loans’or advances to'the Company byi its forergn subsrdlarles

LA Swrss subsrdrary of the Company maintains urisecured lines of credrt with an unspecrﬁed length c of trme el

. ,_wrth a Swrss bank.. Avarlable credrt ander these lmes tota led 8.8 mrlhon Swrss francs at both ]anuary 31,2004 and L :
:,2003 with dollar equrvalents of apprommately $7. 0 mrllron and $6 5 mrlhon respectlve v, of whicha maxrmum NS ". S .

. :.'_of $5. 0 million can be drawn: As-of January. 31, 2004;'the Swrss bank:has made guarantees to certain Swiss thrrd o T

. ‘Party obhgatrons of approxrmately 0.9 mrllron Swrss francs There aré no restnctrons on transfers in the form of . PR

. “There were no outstandrng borrowmgs agamst the Companys aggregate demand hnes of credrt at ]anuary 31 B

; o ‘2004 and Ianuary 31,2003, respectlvely Aggregate maxrmum and average monthly outstandmg borrowrngs agarnst _—
- the Companys lines of. credrt and related werghted average 1nterest rates durrng ﬁscal 2004 and 2003 were as follows

: (dolars in rhousands) S el e e - L
: e A S FrscalYearEnded ]anuary31 S
e e e 2004 Y 2003 .‘ e
e E T 831,000 T $3BA25 i et Al et

SR 815532 00 7 sa79ss L

. Werghted average mterest rae. R - B C ‘_‘\_' 2 l% 28% o

L Maxrmum borrowmgs ,
Average month y borrowrngs '.

-

Werghted average mterest tates were: computed based on average month end outstandmg borrowmgs and ~

"'"".:".apphcableaveragemonth endmterestrates S e R T '.-,-'.'l_" L
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o NOTES - LONG renm DEBT w0 T ol ey ', ST T
:":."The components of long term debt as of }anuary 31 were as follows (m thousands) T

004, B 2003

7»-.'SemorNotes v s el e LT L 510,000 o $10000

: '_"_SerresASenrorNotes ol - 25000 - |7 25000 . -
R A LD SN R T

. . Less current portron R ST 0 10,0000 L=
L Long termdebt -i\s,zs,oo‘o_‘_ sasooo
Semor Notes due Ianuary31 2005 (the “Semor Notes”) were 1ssued 1napr1vate placement completed rn ﬁscal Sl

- 1994 and bear interest at 6.56% per annum, payable semrannually onJuly 31 and January 31, and are subject 10 -
L -jannual payments of $5. 0 million- commenctng Janiuary. 31,1998 At ]anuary 31, 2004 $10 0 mtllron in prtnctpal
amount, of these notes remamed outstandmg, of which- $5 0 mtlhon was paid-on February 22004, with the R
“remaining $5.0 million.to be: paid on January 31; 2005, The Company has the-option.to prepay amounts due to AN
‘rholders of the Senior Notes at:100% of the prmcrpal plug 2 a “rhake- whole” premium; and accrued. rnterest

The Serres A Semor Notes (“Serres A Semor Notes”) were 1ssued o December I; '1998 under a Note Purchase' i

e ;;vand Prrvate Shelf Agreement and Bear/interést.at 6.90% per annum Interest is payable semrannually on. Aprr] 30
. and October 30. "Thése notes. mature on. October 30, 2010 and are subject 10 annual payments of $5. 0 mtllron
‘commencmg on October 3r, 2006 ' :

**On March 21, 2004 the Company amended its Note Purchase and Prrvate Shelf Agreement ongmally dated

) -'-'March 21,2001, to exprre on March 21 2007. Thrs agreement allows for the i tssuance for up to three years after the I
kN date thereof of sénior promrssory notes m the: aggregate prmcrpal amount of up t0,340.0 mrllron with maturities.
o upto 12 years from their orrgrnal date of 1ssuance As of ]anuary 31, 2004 and 2003 there were no amounts ',.‘..' )
L outstandrng under the agreement ‘ - " -

The agreements govermng the Senror Notes and Serres A Semor Notes contam certarn restnctrons and

-covenants which generally require the mamtenance ofa. rnrmmum niet worth, ltmrt t.he amount of addrttona]
~'secured debt the Company can incur and Jimit the sale, transfer or distribution of corporate assets, mcludrng
'ﬁ ":'dwrdends The Company was in complrance wrth these restrrctrons and covenants at Ianuary 31 2004 and 2003

o Ly
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- NOTES DERIVATIVEINSTRUMENTS R R S

" The Company follows the provrsrons of SFAS No 133 requmng that all denvanve 1nstruments be recorded on the :

h balance sheet: at falr value

- Asof Ianuary 31,2004, the balance of deferred pet gains on derlvanve mstruments documented as- cash flow _
g hedges included in accumulated other comprehenswe income (“AOCI") was S1:6° mrllron, net of tax of $1.0 mtlhon, K

‘ compared to $4.5° mrllron in it gains at January 31,2003, net of fax of $2. 9 ‘million and $0.4 i hon in net loss -

' -t ]anuary 31,2002, net 6f a tax benefit of $0.1 million, The Company estimates that a, substannal portron of the - \
deferred net gains at Ianuary 31, 2004 will be’ realrzed into earnmgs over the next 12 months as a result of transactlons B

" that are expected. to océur over. that pernod The primary underlymg transaction Wthl’l will cause the amount in
* AOCI to affect cost of goods sold consrsts of the Company's sell through of inventory purchased predommantly

- in Swiss francs. The maxrmum length of time. the Company is hedging its exposure fo the flictuation in future cash S

: ﬂows for forecasted transactlons is 24 months. For:the years ended January 31,2004, 2003 and 2002, the Company

’ reclassrﬁed net garns  from AQOCI to earnings: of apprommately $3. 2 million, net of tax of $2. 0 mtlhon, Sl 7 m1lllon, ‘ ', R

b

I net of tax of $1.0 million, and $0.6 million, net of tax 0f:$0.4 mrlllon, respectwely )

- - During fiscal 2004,2003 and 2002, the Company recorded no charge related to its assessment of the effectweness; o [
£ 'of its derivative hedge portfo io. However, the Company 1ncurred 230.2 mrllron loss, net of atax benefitof $0.1 - h
- 'million; for the amoiints excluded in the assessment of the derivative hedge portfolio ¢ effectiveness for eachof fiscal -

e years 2004 and 2003, and $2.2 mrlhon loss, nét of atax beneﬂt 6f $0.5 million m fiscal 2002 The Company recordsw_

3'these transact1ons in the. cost:of sales ofthe consolldated statementsof mcome R PR S N

....The balance of the, net loss mcluded in the cumulanve foreign currency translanon ad)ustment assocrated vuth - '
. derwanves documented as net 1nvestrnent hedges was $l. 0 million, net of a tax beneﬁt of $0.6 mtlhon as- of Ianuary o

PR

31, 2004, compared toa net Toss of $0.3 million, net ofa tax benefit of $0.2 mtlhon as of January 31;2003: Under .«

SFAS No. 133 changes in fair value of these 1nstruments are recogmzed in AOCI to offset the change in the value e

Cof the et investmenit being hedged R N : . ‘
T The followmg presents fair value and maturmes of the Companys forelgn currency derrvanves outstandlng
" 25-of ]anuary 31 2004 ( n mrllrons) ' : 4 ‘ :

';« T—. !

"7.‘-Forwardexchangecontracts R ST 855 S ha00e

- ‘Purchasedforelgncurrencyoptio_ns R e ‘ s IR »$'1:1_ e 200'5-20‘06:. o

S8
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The Company estlmates the fa1r va]ue of its. forexgn currency dertvatwes based on quoted maxket pnces or %
. pncmg models usmg current market rates. These denvatwe mstruments are currendy reﬂected in other assets o

S or current habthtles

: NOTE 7- FAIR VALUE OF OTHER. FINANCIAL INSTRUMENTS

~

o The fair value of the Companys 6.56% Senior Notes; alid 6.90% Sefies A Semor Notes approxxmate 103% and

. 107% of the carrying value of the notes respectwe]y, as of January 31, 2004 The fair value was calculatéd: based

~upon ‘the present value of future cash flows dnscounted at. estlmated borrowmg rates for similar debt mstruments

IS or upon esnmated pnces based on current ytelds for debt lSSUES of SLmllar quahty and terms

'NOTE 8- INCOME TAXES

' “The provmon for income. taxes for the ﬁscal years ended ]anuary 31 2004 2003 and 2002 con51sts of the followmg

" ,'components {in thousarzds)

e

: "Current

a0

Non US, el

AT

3,165.  x wt

j‘_i:;sée PN

US. Federal - L L . j$4;34_6 o ‘_"_"_'1“;353',454_-',". B $ 480 .
USSmwMMLmd.“" S oaze) 3 Uﬁ)
' Non- us: v CL1282 e L Rl
: 5502 LT 4033
: Noneurrent' . o C :
- US: Federal - - : —
FUS. State and Local - . .

2,186

esL

CoLwe

o 'Deferred e o
-+ - US.Federal y‘
~ US. State and Local
Non US

.
<. 60
1,489

s
e
(o7

1057 -
S

"“4‘1,1"9,8' :

603 .

»

C1090

~ Provision forincome taxes' .

§ 57,801 :' .

S8

37

..,-45 '- - N

:mn1~;j;



Operatmg loss carryforwards N L L . $ 896 - - 1§ — . $ 11593]'
Rentaccrual ' PR S T V(| R — ‘ '2'5,75 L=
" Inventory reserve .~ -~ - ".‘14i,6_33'. S 4843 P& S 5,_025. h
- Receivable all owance - T80 T 900 K7 B N/ S
 Deferted compensatron N -'._3,9,4l‘-ﬂ Rk WA L R =
“FAS133. o = RPT7 RS X% 5
_ Deprecxatton/amortrzatlon S - - 544 X PR -
© Other -0 S 1,603 f."'f_l,zls‘;..1 o537
e . SuB 7,976-, 0999
\/aluanon allowance ’ e (795) S (950). =
Total LT e e _,_~s1o,4zs‘- $7976 L '_$l_0,0‘}9 .
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Slgmﬁcant components of the Company s deferred income tax assets and hablhtles for the ﬁscal year ended
lanuary 31, 2004 and 2003 consrst of the followmg ( in thousands) : - :

2004 Defcrred’l'ax . S

Sl e

2003 Deferred Tax .

Ass_e,ts .

. X LlablhtresA '. Assets o

.:Liabilltiesw‘ -

I

308 7

; "'.:$9¥0-'3,° S

S

nE

. As of Ianuary 31 2004 the Company had forergn net operatmg loss carrytorwards of approxtmately
$3 4 mrlhon ‘which are avallable to'offset taxable mcome in future years:As of lanuary 31,2004, the-Company . -

mamtamed a'valuation allowance with respect to the tax benefit of certain forelgn net operatrng loss- carryforwards.' R

Srnce the. Companys forelgn deferred tax assets rélate prrmarrly to its formersales ofﬁce irf Germany, whichis ™

currently operated byan- mdependent dlstnbutor, the Company 5 assessment is that the forergn deferred tax assets - L
. w1ll not likely be utrhzed in the foreseeable future. Management i contmumg to evaluate the approprlate level of R

lowance based on future operatm g results and- changes in: circumstances: :
The provision for i income: taxes dlffers from the amount determmed by app ymg the U S federal statutory

i ’"_' rate as follows (m thousands)

FrscalYearEnded]anuarySl. Lo
‘ Te20027 .

S L S 200 2003 _
. Provrslon for income taxes at theUS statutory rate . LU osulos .t 89751 7262
Lower effectlve forelgn mcome tax rate A »(_}5%437} S 410 A (4 332').'.-'»
Change mvaluanon allowance R 3y ) 110

“Tax provrded on repatnated earmngs of forelgn subsrdlarles cl

 State and local taxes, net of federal beneﬁt

~‘, Other, net

ST S
43
188

LL8sE

T
sy
R 76 I

CTotal "+ BRI T

. §8886 -

§7.801 7

it
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L

, No prov1sron has been made for federal income-or wrthho dmg taxes whlch may be payab]e on, the
L ’.remrttance of the. undtstrxbuted retamed earnmgs of foretgn subsrdtarres approxu’nanng 3203 0 mtllron at _
g-']anuary 31,2004, as those earningsare considered remvested for an 1ndeﬁmte penod Asa resilt of vanous o
) R . taxplanning strategres avarlable to the Cormpany;it is not practlcal to estunate the amount of tax, rf any, that - e
) . ..'-'_.'__""; S R may be payable on the eventual drstrtbunon of such earmngs A Lo
' NOTE 9 - OTHER ASSETS UL e ‘ . , |
I ﬁscal 1996; the Company entered into an agreement wrth a trust whrch owned an msurance poltcy 1ssued on'
 the lives of the Companys Charrman and his spouse Under thrs agreement the trust assrgned the i msurance poltcy
. tothe Company as col]ateral to secure repayment by the trust of interest-free loans made by'the Company to the o
trust in‘amounts equal to the premlums onsaid insurarice pohcy (approxrmately $0.7 mtllron per annum). The R
;agreement required the truist to repay the loans from the proceeds of the policy. At ]anuary 31,2003, the Company o L
> had outstandtng loans from the trust of $5.2 miillion; On Apn.l 4, 2003 the agreement was amended and. restated K
" to transfer the pohcy from the trust 0 the: Company i, partral repayment of the loan balance Thé Company is the
: beneﬁcrary of the polrcy insofar as upofi the death of the Companys Charrman and his spousé, the proceeds of the
o ‘pohcy would first be distributed to the Company to repay the premrums pald by the Companv with the remarnmg
o proceeds distributed:to the trust. As of: )anuary 31,2004, the total premtums pald amounted to $6 1 mrllron and
o :the cash surrender value of the pohcy was $5 6 rmllron IR . ‘

-

L"'."“' e s "}—.

o _' NOTE 10 LEASES COMMITMENTS AND CONTlNGENCIES S '
. o - The Company leases ofﬁce distribution, retail and manufactunng fac1ht1es, and ofﬁce equrpment under operatmg
AR :,' .leases, wh1ch expire 2 at vanous dates through ]anuary 2015 Certam of the eases provrde for renewal opttons and -
R » N escalatron clauses for real estate, taxes ancl other’ occupancy costs. Rent expense for equxpment and drstnbutlon, - "-' e
. Lo S . factory and ofﬁce fac1ht1es under operatmg leases was approxrmately $9.7 million, $8. 9 mllhon and-$7.7 rnllhon _ .
c i B in ﬁscal 2004 2003 and 2002 respectrvely Mrmmum anpual rentals at January 31, 2004 under noncancelabl

0 -operanng leases, whrch do not mclude escalatrons that wul be based on mcreases in real estate taxes and operatmg :

DR : ,‘costS ‘are as follows - R v"'fFlscalYearEndmglanuary3l . '7_": et ' PR ;"5‘_-“
s s l . ""."(mthousands) ‘ ’ T
- U ST SRR I ,'5.2005',,‘:-,” fl‘;_ G Tsouse e
. I e s T Ve “.,Thereafter .‘ 25 865 .
g EER R 567508'-:' '
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: Due to the Hature of its busmess asa luxury consumer goods dtstrrbutor, tlte Company is exposed to vartous R

'commercral losses The Company belreves itis adequately rnsured agamst such losses

o

Y NOTE 11- EMPLOYEE BENEFIT PLANS e : ST

t The Company mamtams an Employee Savmgs Plan under Sectton 401(k) of the lnternal Revenue Code Company o
- contributions and expenses of admrmstermg the Employee Savmgs Plan amounted to $0 6 mrllron $O 7 mrlhon '_
' and $0.6 million in fiscal 2004, 2003 and 2002, respectwely - - T

" “Effective June 1,1995, the Company adopted a deﬁned contrtbutron supplemental executive retrrement p
'(“SERP”) The SERP' provides. eligible executtves with supplemental pension benefits in addition to amounts e
recéived, under the Company s other rettrement plan ‘The Company makes-a matchtng contnbutron whrch vests -

e equally over five years. During fiscal 2004, 2003 and 2002, the Companv recorded an expense related to the SERP T

.of approxrmately $0.5 million-for each year.
~ During fiscal 1999, the Company adopted a Stock Bonus Plan for all employees not in the SERP: Under the

: terms of this Stock Bonus Plari, the Company contttbutes a drscrettonary amount to the trust established under the-
: 'iplan Each plan part1c1pant vests after five years'in lOO% of their respective prorata portton of such contrrbutron

" For fiscal 2004, 2003 and 2002, the Company recorded an expense of $O 3 mrllron $0 2 mrllron and $0 1 mr lton, L

" ‘_respectrvely, relited to- thlS plan . sl : S
'On September 23, 1994 the Company entered 1nto a Death and Drsabthtv Beneﬁt Plan agreement with the
Companys Charrman Under the tetms of the agreement in the event of the Chairman’s death or drsabthty, the’

e _vCompany is requrred to make an annual beneﬁt payment of approxrmately $300, 000 to his spouse for the lesser

of ten years or her remamm glifetime. Neither thie agréement nor the beneﬁts payable thereunder are assrgnable
" and 1o benefits are payable 103 the estates or héirs of the Charrman or l’l]S spouse Results of operatrons include-” -
‘an actuarrally determined charge related to this plan of approxtmate y $0 2 mrllron, $0 1 mtllron and $0.1 mtllron e

“ 1n ﬁscal years 2004 2003 and 2002; respectrvely T - A )
. Effectrve concurrently with the consummatron of the Companys publrc offermg in the fourth quarter of f scalfé’{z' R
. .+..1994,the Board of Dtrectors and the shareholders ‘of the. .Company approved the adoption of the Movado Group, '

: - Inc, 1993 Employee Stock Optron Plan (the "Employee Stocl( Option Plan”) for the beneﬁt of certain ofﬁcers,

‘drrectors and key employees of the Company The Employee Stock Option Plan was amended in fiscal 1997 and .

- restated as the Movado Group, Inc 199 Stock Incentive Plan (the “Plan”) Under thel’ an,the Compensatron o

Commtttee of the Board of Drrectors, which is comprtsed of the Companys five outside diréctors, has the authorrty K
to, grant incentive stock options and nonqualified stock optrons to purchase,as well as stock apprecratton rtghts

e and stock awards, up to3, 500 000 shares of Common Stock, Optrons granted to partrc1pants undér the Plan - “

-‘j-i_.da 5

generally become exercrsable in equal mstallments ovér three or five years and remain exercisable until t_he tenth. .
anniversary of the daté of grant.’ "The. optron prrce may not be less than the fair market value of the stock atthe
" time the opttons are granted ' ' : ' Y :
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- Transactlons in stock OPUOI‘IS under the Plan smce ﬁscal 2001 are: summarlzed as fo]]ows: :

Outstandmg o ‘_ We—i.glﬁtedlfﬂ.'véra‘ge S

Optlons I ExercnsePnce,wg

ST marydtael L }’5;4‘1614301 s
.l Options grantéd i R R L0100 e L 81726

- Optbnsererdised - . LPN T T e 3, 301)‘ RS VIR

"vOptli'ons forfeited i e e (118028,) . ST 81970

o teo T T options granted- v RO S 333450 ] 8200
NG 0pti9ns‘ex¢féiséd;."j'~;7_"'* B T KN b BUREEY OV ivZ:) AP £$.9.08 .
“Cus 0 Optionsforfeited .| T SR PRI RS Ts3614) 7 L $1877
T a0 e e TS
e : , _ L "_’Options:vgraqtiédj:.v'Av ‘ Lo A L . ST 489, 072 L ‘$2‘}10‘6; -t

- Options exercised " . ¢ e e S (819858) Te T o817.47.
; Options'forféited R I L (76,988 . ,$,1~"1-7‘2,~‘ ,
'» .'IanuarySI 2006, S B 3}._5 - ?1‘,861,98'9‘ . -3'.7$19.41'_.;' "
k -‘:‘.ﬁ, W Opnons exercxsabeat ]anuary 31 2004 2003 and 2002 were 1 222 956 1095 797 and 796 015 respectwely

The followmg table summanzes outstandmg and exerc1sable stock optxons as of ]anuary 31 2004 Co

T Welghted e i

Sedisom L Dewm - 063 . 8850 86607 - §8507

Uy 32002 . ot RN .

PR S SRS _ - Average .. Welghted o e Wexghted
TP .. ‘Remaining: - Average’ . ol O verage T
" Rangeof T T Number.,”_» - Contractual. . Exercise v.. " Number . Exercise. s
" Exércise Price§ -4 -+ Outstandmg, " Life {years) .~ "t -7 Price. in o, Exéreisablel. . gigi Price

$9.36" $1246 - . "-‘?‘161'68'8"" Coo U200 e 8994, 2T 161,688 o 57994 7

L SI47ISISST oSN L SR 1399 191669 L $13.7377
. $1558- 51869‘:'}_‘,"';;‘ SRR <% IR X R n8i721 17,201 7 sless

82493582803 L 203762 L Tes i iasssy o nmen o 82602
L $2804-93105, - o 343 57 BT L0 83042 0 343597 CL83042
R 1,351,939_'__: ey T 81941 Tl 1ames6 . 80099

S

© S1870-82180 T 468064 L7000 82044 . 0208, 28 . % 82062
S2L8L-$2490 . T . | 143844 . 52 T S398 0 o 115344 82397 e
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. "NOTE 12 TOTAL COMPREHENSIVE INCOME

L Net mcome R : - 522»851 e

L Accountmgchange,netoftax -" T T Tt e e 2T _ — D367
';":\Ietunreahzed gain (loss) on mvestments,net oftax D 139 - €7) I 199
' 'Net change in effectrve portron of hedgmg contracts net of > SRR -(3,434)‘_.1" L "4;584] o (449)

L Boutrques and outlét stores:

IS ~

2004 i

" Thec components of comprehensrve mcome for the twelve months ended ]anuary 31 2004 2003 and 2002 are. o
;ﬂ,aS fo lows (m thousands) o coen = . .l : .

2003 T 00 ¢

Forergn cuirrency | translatron adJustment : T e 18,382

SRR SO I '_ (3234)

Total comprehensrve rncome $37,938 -

CLosear L sleeT

B .‘.;NOTE 13- SEGMENTINFORMATION e : o N
- The Company conductsits busmess prlmanly ini two operatmg segments Who]esale and Retarl The Companvs

Wholesale segment mdudes the desrgnmg, manuFactunng and’ drstrlbutron of: qualtty watches, in addition to. -~

- Tevenue generated from after sales service activities and shrppmg The Retarl segment mcludes the Movado Coe

i . The Company drvrdes 1ts busmess into two major geographrc segments Domestlc, whrch mcludes the results of

et . . I Ne_tSa]es _ ) ) ‘ a Operatmglncome(Loss .
ST ” 2004 U003 002 T 2004 - 20037 2008 L
7 Wholésale» | . $269,341 $246,19_s,' szsz 553 - 's34 930" $‘29‘,5'44"4'_7, §25,445° -
T Retall oL L ; 60873_"'-._' 538820 47072, C(i49) . 22325 o828

L the Companys North Amencan, Canbbean and Tommy Hilfiger South Amerlcan operanons, and Internatlonal whrch'j‘-; Cor i
- iricludes the results of all other Company operatrons The Companys Internanonal operanons ate pnncrpaﬂy conducted LS et
. m Europe the Mrddle East and Asia, The Company’s Internatlonal assets are substantral]y Iocated | i Europe -

Operatmg Segment Data as. of and for the Frscal Year Ended January 31, ( in- thousands)

.+ Consalidated total . © 0. $330214 $300,077 7 §299,725

.
RN . ) :
S RN .
L .
e
L
e 1 =
Ce
A

g '5’34,731, 931776 826273
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:_ -‘Xr(nvaldo'G‘rgug,.léc; -

R -:'“.* 3 Vi o RS o f Total Assets L ::. : (Sapit-al‘Exvpéhgitl‘lrg:sv o
','fffifn”\"‘;; 1"'f R :fl - '1""T Ej“fi e 2004» e -2003” _ﬁ_;  20025 f';‘1zooi- - f-‘éobaf,"- *12002"¥3:7'“
S CWholesale - - v a 5344,;7,65_ T$310937 8259499 E 2,958 - . $4,383 $8631-'"ﬁ",": )
SAT U Retail: O e © 462027 1534217 3L 177 L7812 Y, 142‘ sl )
LU Consolidated total L i ~$39o,9'67--.-,._-_"fs‘3'45,',~1.s4 _,s290,576_ _’_ s:o-,sab_-. ;“5.6,5,2§ - 7$_1,3;9oz_' .

-

; t L Depreuanon and Amomzanon .
E R S R Hzoo4 ¥ﬂ- w030 2002 T
Wholesale co S §7,500 7 $6,5174 $6 043

CRetall i <ol 2473 185 507
: ‘-Qqnsplldaped fotal L 89,873 58369, $z,5so,_

SRR .‘; : Geographlc Segment Data as of and for the Flscal Year Ended ]anuary 31 ( in thousands) v
’\ - "".:. 5ot . ) - , ; L
"'b_ NetSales ,‘ T Long-LwedAssets i T
T . 2003 - zooz.,;‘ 2094-' T 2003 . 20020

78261701 5251 857" 1 $30,216. $26,530 . $26,770

- Domestic ‘ L
. 38376 47868 . 11,896 13,409 . 11936

7+ inernational e :
1 Comsolidaedroral L $330214 - 8300077 - §299.725 sa2,12- - $39939 938726,

T R V SR L Lo
R N . oo L o~

L Opé,réting Ifin;on{é_(qus) L
T 2004 ¢ 2003
: _ . US.6622- S 84%8 - “
. " Interriational - G U UaR159 0 23318 22369 .
,Cg»n'sa_udatgd ‘t{aia"l-' ST -r-'s'3'4,j7,8‘,iff_ '.',‘}331;776- - $26, 275 -

-~Domestic -
.

; . [ The domest:c and mrernanonal netsales are net of m(ercompany sales of 3209 7 mzllzan, 3182 5 mlllxon and $ 150 5 mzl ion for," §
o the twelve months ended ]anuary 31 2004 ]anuary 31 2003 and Ianuary 31 2002 respectwely DR

“.. 3

-,. _Jl -~ .
. . X I
. , O
" : v : s -
Y [t e, a.
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I NOTE - QUARTERLY FINANCIAL DATA (UNAUDITED) , . e
. The followmg table presents ‘unaudited selected mterlm operatmg results of the Company for ﬁscal 2004 and B
_"2003(zn thousands, exceptpershare amounts) T : . S

. ' l-.','-'Quar_t'er.Eddedv oL
Doast v ciwmd T o 3d’ L 4t

f;Flsca12004 , Do o
CoNetsales v T U T se0,070 0 T$76545 . 8100767 - . $92,732
CGrossprofit T e Y sstaae 0 swase . 5'61,3'39. $5528'8‘._‘.
l_Nétinlcor.r.le“ SOOI T e Telgse o $ 5751 . 8 10074 ;'8 6170"
- Persha:e
,Netmcome:, S T S
o Basic W s T o007 0 sc048 . 6. 083 . s 051 -
CDilated Lo D 8 007 LS 046 8 080 .S 049

Fis’calZOO3 E RS ST e | s .. '
cNetsales L. e o T L ss7anT gm0 5>91023 1879539 T

Grossproﬁt T s 837 855775 348843

. Netincome ol T8 33 e s 8808 ', $5547 1

. 'Per'share"""\ ‘ e : v L ,

' Netmcome Lo X : e S e o U B ,-.;j’.‘ -
SBasicT i ﬁ 5 0.03 $.045 807 . 8 047 L

Dlluted SRR PRI $ 0030 ... 8. 044 e ‘o.?_sv ”'»5__,0.46 o

o )

As each quarter is calculated asa dlscrete perlod the sum of the four quarters may not equal the calculated full, S
’ '4 . year amount Thls isif accordance thh prescnbed reportmg requlrements
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- NOTE 15- SUPPLEMENTAL CASH FLOWINFORMATION . : Seol
L The followmg is provrded as supplemental mformatron to the conso rdated statements of cash ﬂows (in thousands)'.-

"‘.\,

S T ’[','? . FrscalYearEnded ]anuary31 -
S o Shein T T 2004 oo FL 2003 T 2002
- r_'..'Cashparddurmgtheyearfor . AR K', AR o S S I
S mterest T T e T "$2,369' cT o eassg T saeey o
lncometaxes D e e 85,864 86583 L. $9M18
‘T.»NOTE‘IG SUBSEQUENTEVENTSL e T

-On March L 2004, Movado Group, Inc. (the "Company”) completed the prevrously announced acqursrtlon =
of the Ebel busmess (the “Ebel Busrness”) from LVMH Moet Hennessv Louis Vurtton (“LVMH”) pursuant ¢ tor
- Share Purchase and Transfer of Assets and Lrabrlrtres Agreement, dated December 22, 2003, bétween Concord. -
' " Watch Company SAa wholly -owhed subsrdrary of the. Company (the “Purchaser” ), and Sofidiv SAS,2 wholly-
‘_“',f owned subsrdrary of LVMH (the “Se ller”), as amended by Amendment dated March'l, 2004 (the “Purchase '
. Agreement D except for the acqutsrtton of the Ebel Business in Germany, which the Company expects (S comp ete :
on or about Mayl 2004: The transaction was effected through( i) the acqursmon by'the Purchaser from the -
- Seller of all of the outstandmg shares of caprtal stock of Ebel SA, a wholly- owned subsidiary of the Seller engaged L
- in the Ebel Busrness and (ij) the transfer of certain-additional assets and liabilities related to. the Ebel Business -
= from certarn afﬁhares of the Seller to certarn afﬁlrates of the Purchaser e ‘ S oo
- The total purchase price; whrch was based in part on the net book value of the transferred assets, was Lo T :
615 mrlhon Swrss francs (approxrmately S48 5 million based on exchange rates as of March 1, 2004) of which
- 479 mrlhon Swrss francs- (approxrmutely $37.8 mrlhon) was paid on March 1, 2004 The Company funded the
o "’ acquisition with cash on hand. The Company currently mtends to use the acqurred assets in the contmued

operatron of the Ebel business. ‘ . SRR
-On March 10,2004, the Board approved an increase in the quarterly cash’ d1v1dend rate from $0 06 t ‘ -

80, 08 per ‘share and approved a2 for 1 stock split to- be effected by means of a stock dividend drstrrbutable on-
7 June 25, 2004 ‘o shareholders of record as of June 11,2004, subyect to shareholder approval of an increase in the
o number of authorrzed shares of Common Stock and Class A Common Stock at the annual shareholders meetmg

P
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- lﬁegmrﬁ nﬁ Wlanagamem

Iheconsohdated ﬁnancral statements anda]relaled ﬁnancral rnformanon comamed S mE A A W
" in the Annbal Reportwere prepared by management, who dre tesporisible-for. their, L L BESTAVALADLECOPY
" integrity and consrstencv The ﬁnancral statements have been prepared in accordance ] _
“with: acceunung prmcrples generally accepted in the United States’ ofAmerrca and TP e
. mc\udeamountsthat are bised on’ managementsestrmatesand)udgmems BT T S CLoTo
] ‘ ‘The! Company maintains asystem of internal accountmg comrols and pmcedures
desrgned to provide reasonable asstirance that assets are safeguarded and: -thiat lransacnons s
“are executed and properly recorded in: accordancewrth managements autharization. s o o _
3 'The design, momtormg and fevision- ofmtemal comrol systems ifvolve, amongother RN LT U R N |
‘-.'thmgs,managememS)udgementwrth respect 10 the relative cost and exoected benem R S R T T S
" of specifié control measures. The Company,alsd haintains an internal.audit function - Con e e S
I that evaluates and reports on the adequacy and eﬂ'ecuveness of: rnternal controls. pohc e U
- "and procedures - : o
.- . Pricewatethouse Coopers LLP mdependent audrtors, have audrted and repor ted on
D the. Companys consohdated financial statements; Their report expressés Lherr opinion . © . ) : .
.. with-respect to the farrpresentarron ‘of thiese’ sratementsmaccorda'xce wvth accounung e e
:'Prmcrples generally accepted in the United States cf America., © e R
_ “The: Audrt Committee of the Board of Directors, whxch is comprrsed solely of
. 'mdependenr du'ecpors within the meaning of the NYSE rules, meets’ perrodrcallv w:th , .
the mdependem accoumants,wnh the rnternal audrtors,wrrh genera. coutisel; as well- '_ R Lol R R
: aswrrh managemenr t revxew accounnng, auditing internal accountmg contmls and- - ceo T e T
Y ._.‘ﬁnanml reportmg marters Both Prrcewa&erhouse Coopers LLP and mternal audrt :
< have unrestncted access to the Audit Commmee and meet wrth theii wrthout
: j'.'managemem repmenlatrves bemg presem : .

: Emm G)u\aznc .
Frzndenr and Cﬁrej Exenmve Oﬁ' icer’

Rlcumn] Cort. .
r Execuuve Vice Prmdent am{ Chzef Operar.ng ij’icer i

’ .»Eucevs} KARPOVICH
. '-ChumeancmlOﬁ?rer




"'«,?.:To the éoard,o'f“D’ir‘:ecto'rs_,andf Shareho]ders Qt' Moyad'o }G,r,oup‘,‘ l_n'c‘.:"' ;

B «'PrlcewaterhouseCoopers LLP ‘
F]orham Park New ]ersey e
B ,‘.March 10; 2004 Lor Tl e

Movndo Group lrc . ',' o

Report ot ndependent Audltors ': 5

: ‘.In our optmon the consohdated ﬁnancral statements llsted in the. mdex appearmg.“ i

under Item 15(a)(1) present fatrly;m all: matertal respects the ﬁnancral posmon

v “of Movado Group, Inc. and’ its subsrdrartes at ]anuary 31, 2004 and 2003 and the - . T
" resulis oftheir operattons and their cash ﬂows for: each of the three years in .o
' ,.:.,' the penod ended Ianuary 31, 2004in conformrty with accounting prmcrples
generally accepted invthe Umted States.of America: In addition, in our opinion, o
...the financial statement schedule 1sted in'the index appearing under Item 15( )2)- -
o presents fatrly in il material respects, the information set forth theréin’ when read’. -
Ui con]unctron wrth the related consolidated ﬁnanclal statements. These ﬁnanctal
‘:-statements and the ﬁnancral statement schedule are the responsrbthty of the '
: Companys management our responsfbrlrty is to €Xpress an 6pinion on these v
. financial statements and ‘the financial statement schedule based on our aud1ts
* We conducted our audrts of these’statements. in accordance with audrtlng standards o
i generally accepted in- the United States of Amenca, which’ requtre that we plan and

perform the audit to obtam reasonable assurance abquit whether the ﬁnancral

> 'f_statements are, free of materral mtsstatement An audit mcludes -€xamining, ofi,

: ) “test-basis, evidence supportmg the amounts and dlsclosures in the fmancral
L statements assessrng the accounting prmcrples used and srgmﬁcant estrmates .
3 ..made by management -and evaluating the overalt financial statement presentatton
L We beheve that our, audtts provrde a reasonable basxs for our opmron B

e B B . . L
I3 By " B .-
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- Selected Fmancnal Data . -

] The selected ﬁnanmal data presemed below has been derived from the Consolldated Fmancxal Statemems :
. .-This information should be read in con)unctxon with,and is: quahﬁed in its entirety by, the Consol\dated ananc1a1 o
L Statements and “Managements Discussion and Analy51s of Financial Condition and Results of Operatlons '

. contamed in Item 7 of thls report Amounts are m thousands except per. share amounts

Plscal Year Enided Ianuary 31,

000

5372,

D o .

B ‘ 2004 . o0 - 2002 12601 K
‘ Statementofmcomedata o e I A
CNetsales - - LT oot 8330214 $300,077 . 8299,725 .$320,841. - '$295,067
. Costofsales "\~ Lo LT D 129908 LIS907 ¢ 115,653, © 123392 126667
- Selling; generatand admmlstratwe ST 165,525 1. 152,394 1'5,‘7,79‘9' 163317 152,631
'(Totalcostsandexpenses ST a9 ,268,3_0“13-2.5" 3452 286709 279298
. vOperatmgmcome Co S oo v'.‘3'4,v7'81_ 31,776 T 260737 343 15,769 -
. Interest expense, net T 3,044 13916 5413'_» o 6443';1_ : '
Gain on dxsposmon ofbusmess SRR TRURT N — . = =0 - f.‘ 9,752‘
' "_.Incomebeforetaxesandcumulauveeffect . A I » .
. ofachangein accountmgprmuple - T 31,737 0 27860 . 20 858' 27,689 15,149
.4Prov1snon forincometaxes® T 8,886 .. 7,800 -3, /35 ) 6922 ¢ 1,428’
'Incomebeforecumulanveeffectofa 3 R T i L
. charigein accountmgprmcnple T 881 e 20,059 17 123 20767 ¢
_Cumulatweeffectofachangem R R : IR
o accountmgprmaple R S (109) oL e
" Netifcome®® - j‘ T emgsl | S0 .S 17040 S 0767 .8 137200
; Netihcomepérsﬁ‘aré Basic‘“u')’ s 190 ~$  »1.69-‘ 5 146 ¢ $- 173 S8 1100 )

. "Netmcomepershare Dlluted‘”” IRRTIREEEREN - T ¥~ S 165 . .8 142 8 175“ S8 106
- Basmsharesoutstandmg L e 12,050 ll-,870 . 11683’- S 11,651 ) 12'527:-.'_7_.
‘Diluted shares outstanding - T12439 12,190 712,007 TB866 12,890

Cash d1v1dends declared per share 8031 8002 "5' 0125 "$.0105 ,

,Baiancesheetdata(endofpenod) L e T e
" Workingcapital | . - S 8242,970 8219420 5153932; $154,637 .- $157,465

Towlassets =~ - o . e L7 83909670 $345i54” 1$290,676 © - $290,405°  7$259,649 . -
.- Longtermdebt. .. 1. 0. - 825000 s 35,000 -0 . $35000 0 S 40,000 .- $ 45,000 °.
-+ Stigretiolders’ equny RO ;- S ,f$274 713 $236212 -"$‘172,470 $159,470 - $147,815

I Reﬂecrs a lower esnmated tax rare adjustment in ﬁscal 2002 due toa shzfr in global earmngs mix, "

K

@ Fiscal 2000 inghudes an $8.3 million pre-tak-or$0.46 per ‘share after'tax one- time charge and $4.8 milli o pre tax: or $0 28 per share af:er tax
gain from the. sale af the Company» Piaget busmess Excludmg these ttems, net mcome Wou d have, been 515 9 mllllon or 51 24 per shareona .

diluted basxs :

© @ Fiscal 2002 mcludes a pre -tax expense of $2 7 rmlhon relatmg toa ona zxme severance and early retirement charge Excludmg the one nme :

) severance and early renrement charge and i mcome. tax ra.e ad]ustmem net income wauld have been $16.9 million or SI 40 per dlluted share. ' IR

*'|.’ L

s

13,721 e



L ;"5'2004 and 2003 were as follows .

ey

o MovedoGroup lnc : Tl “ ‘ S ‘;_.

o Market for Reglstrants Common Stock and Related Shareholder Matters

o As of March 31, 2004 there were 46 holders of record of Class A Common Stock and the Company estunates, - :
e vapproxrmately 2,124 beneficial owners of. the Common Stock represented by 410 holders of record. The Common

Stocks traded on the New York Stock Exchange under thie symbol “MOV” and. on March 31,2004, the closmg prrce o

““of the Cornmon Stock was $29. 94 "The quarterlv hrgh and: low closrng pnces for the ﬁscal yéars ended }anuary 3l

R Fi'sca12004 - Frsca12003 L
) 'qu‘arter—Ende,d e _-.'." i Low '_ - High ~ . ::‘ Low s High." "
o Eprld0 e Lot el $2050 . s1719';f : '.sz‘z.sé_f..
CTalysit o ».;‘ T A .;51938, , $2434'- ' 2781804 82503 ¢
" Octobér.31 _(";-."sz"o‘.ss_" 8242570 31469 Lo 8199277

' '_‘_'lanu.ary}_l T I s\zs‘;n-a.j ssr._soj,-: "sr_s.sz o s1934

. In connectron wrth the October 7 1993 publrc offermg, each share of the then currently exrstmg Class A
’Common Stock was. converted into. 10 46 shares of new Class A Common Stock; par value-of $.01.per s share (the :

© L “Class A’ Common Stock”) Each share iof Common Stock is entitled to -one vote per share and each’ share of Class A b‘ N

' Commori Stock is entrtled t6.10 votes per ¢ share on all matters submrtted to a vote of the shareholders. Each holder .- -

" of! Class A, Common Stock is entrtled to convert, atany time, any. andall such shares into the same number of shares . . -

of Common Stock: Each share of Class A Common Stock is. converted automatrcally into Commion Stock in the

B event that the beneﬁcral or record ownershrp of such shares of Class A-Common Stock is transférred to any person,

o except to certain famr]y members of afﬁlrated persons deerned permrtted transferees pursuant to the Companys

- Amended: Restated Certtﬁcate of Incorporatron The Class ACommon Stock'is not pubhc y traded and consequently, - - -

: 'there ist currently no establrshed public. tradmg market for these shares L

' Durrng the. ﬁsca year “ended ]anuary 31, 2003, the Board of Drrectors approved four $O 03 per share quarterly —. . '
: .'cash dividerids on the Common Stock and Class A Common Stock Durmg the ﬁscal year ended: ]anuary 31,2004, .. L
 the Board of Directors approved a $0 03 per share dividend i in the first.quarter and 2 $0.06 per share dividend in - e

E 4-'the second, thrrd and fourth quarters On March 10, 2004, the Board approved an mcrease in the quarterly cash
.dtvrdend rate from $0, 0610 $0. 08 per: share and approved a 2 for1 stock split to be. effected by means of a stock

. ‘drvrdend drstrrbutable on.June 25, 2004 to shareholders of record ~4s of ]une i1,2004;: sub]ect 10+ shareholder

approval of an increasé in the number of authorized: shares of Common Stock and Class A Common Stock at the .
annual shareholders meeting: The declaration and payment of futire dividends, if any, will be at the sole. lediscretion.-
of: the Board of Directors and wrll depend upon the Companys proﬁtabrhty, financial condrtron, caprtal and surplus
e requrrements future prospects, terms of 1ndebtedness and. ‘other factots deemed relevant by the Board of Directors. .
© See Notes 4 and 5to the Consolrdated Frnancral Statements regardmg contractual restrrctrons ‘on the Companys g

. abrlttytopaydrvrdends AN AT A

4

.Y
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. ’ ‘' -
- ‘Exegrutfve Of‘ficérsa_ﬁdb'irécmrs' R ; B “'-'_ ..; _ “' R o s LT R R '
GEDAL]O GR]NBERG S DONALD ORESMAN - SO EUGENE] KARPOVICH
Dtrector,‘: s oy '. _' < - ..c " Director, > . U 0l ~ "L Senior Vice Presrdentand
Chazrman af the Board PR f: . of Counsel Szmpson, Thacher é- B’artlert .Chref Financial Oﬂ‘icer s
EFRAIM GRINBERG" : ’;- R LEO\ARDL SILVERSTEN L .Y FRank V. KiMicg “7 <70
Dzrectar, R PR -~ Director,” - . R T Viée Presid'e"nt-'Trec't_surer; .
Presrdentand ChrefExecume Oﬁicer ‘- SR ": Parther, Silverstein and Mullens - o
R T admszon ofBuchanan Ingersoil RC - - TIMOTHYF MICHNO R o
RICHA.RDI COTE L e o o AL Lo ‘Sefretary and General Counsel e
CDirector, .0 L e ALANH HOWARD R S S i
. Executive Vice Presrdentand .- . < - Director " BT S -'MICHAELI HAND ) R
ChrefOperatmg O}fﬁcer. : T "+, Managing Director, . * BRI P Vlce Presadenr Corporate Contro(ler ‘-'
D .. Credit Sursse Eirst Boston Corporatlon T e T S
MARGARET HA‘(ES ADAME - \ PR e -
" Director, .- . ' IR NATHAN LEVENTHAL
Presrdent The Fashzon Group Internatzonal . Dzrector, e o
o ‘ PreszdentEmerztus, .'-‘ L
‘ " ’ meoln Centerfor the PerformmgArts
. ‘for’porate Information:“ 7 ‘ '
° Curporate Headquaﬂers o R ﬂndependem Audutnrs . S "‘vForm 10-0( Lo .
" Movado Groip, Inc. - P PrxcewaterhouseCoopers LLP © . . . Acopyof the Compan) s Annual Report R
650 FromRoad: =~ ¢ e 400 Campuis, Drlve o S “on Form 10- K as filed ‘with the Secuntres AR
Paramus,New Iersey07652 C l:,', . Florham Park, NJ 07932+ . v and Exchange Commissio, is available. . =

~(201)267-8000, - . 3‘ (973) 236 4000 e 'toshareholderswnhoutchargeupon :

. WWWmovadogroupmc com . o . i Lo - wiritten request to:
B : T N Corpurate Counsel L e "L+ Movado Group, Inc,.
Transter Agent and Reglstrar o a T T " Paul, Weiss, Rtfkmd o P b 650 From Road, Paramus, NI 07652 '
The Bank of NewYork. - - - Wharton&Gamson LLPe o0 o Securities analysts, investors and the .
Shareholder Relations Dept - llE e 128:rAvenue of the Amerrcas ST ' ﬁnanc1al medxashould contact - -
PO Box 11258 - AU TR NewYork ‘NY 10019 T Suzanne Michalek, InvestorRelauons : ,_f
Church Street Station ' K (212) 373 3000 - R o ..'_“attheCOmpanys headquarters or i u L.
NewYork;NY 10286~ L ot T ot : ... - bycalling (201) 267-8000 1 . .-
_ "(800),524-4458 (w1thm theUS) ~ UF Annua! Meetmg v L T SO
- f.’i (610) 382 7833 (outsrde the U.S) . - . TheAnnua] Meetmg ofShareho]ders CT cel T - i' .
(888) 269-5221 (hearmg 1mpa1red) o wrll be held on ]une 17 2004 at 10: 00 am T - T .
R wwwstockbnycom e ",\‘ T at 650 From Road _ C . S
T e ', e Paramus,N}07652 ST AL '
- - , .







