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In fiscal 2008, we continued 1o build on our track record of financial success, delivering record net sales, 11% adjusted
diluted earnings per share growth, 64% adjusied gross margin, and 11.4% odjusled operalir‘&’%ﬂ?&?ﬂmmcﬁGnly at
year’s end that we saw a change in consumer spending habits and consequent retail impact during ihamlidoy seqson.
However, we ended fiscal 2008 with a cash position of $170 million and o net cash position in excess of $100 million.

Our business remains a significant cash flow generator with over $150 million in cash flow from operations provided
over the past two years. While the U.S. economy remains challenging, we expect that our strong balance sheet and financial
flexibility will enable us to continue investing in our business throughout the economic cycle, and to gain market share.

Throughout cur history, Movado Group has quickly rebounded from challenging economic times, emerging even
stronger than before. Over recent years, we have strategically diversified our company. We now possess o portfolio of
nine powerful brands positioned in the luxury, accessible luxury, and fashion segments of the global watch market. Today,
40% of our tofal revenue and nearly 50% of our wholesale watch revenue comes from markets cutside the U.S. With our
healthy mix of business, Movado Greup is strongly positioned for future growth.

Our licensed brands have enabled us to significantly expand our global presence. In fiscal 2008, nearly 70% of our
licensed brand sales were generated outside of North America. We entered the fast-growing branded foshion waoltch
category with two powerhouse brands: Coach in 1999 and Tommy Hilfiger in 2001. Over the past three years, our
company has successhully partnered with globally recognized lifestyle brands HUGO BOSS, Juicy Couture, and Lacoste.
These businesses are in their infancy, and they ali have significant global growth potential.

We've also enhanced our global footprint through the growing prominence of our luxury brand, Ebel. Since
acquiring Ebel in fiscal 2005, we've methodically applied a comprehensive brand-building strategy aimed at returning
Ebel to its roots as a premier global luxury status watch brand. Today, Ebel has made great progress around the world,
particularly in Europe, and the brand continves to goin in relevance, power and desirability.

QOver 18 months age, we made the bold decision to reposition Concord into a solid, profitable contributor to our
company for the long term. Al the end of fiscal 2008, we re-introduced Concord to the world with the C1 — a watch
collection that truly personifies Concord's audacious philosophy, aggressive positioning, daring product, and exclusive
pricing. The excitement generated by the new Concord has been tremendous and we ook forward to the brand’s future
success as we build momentum around the world.

To realize the kull potential of Movado, we have embarked on a unified brand sirategy — one that will leverage
the strength of Movado across its distribution channels through targeted product, enhanced visual merchandising and
marketing initiatives. We are also streamlining Movado’s wholesale distribution and focusing on improving the
performance of our Movado boutiques. Ultimately, the actions we are taking should increase productivity of the brand in
remaining locations and make Mavado even stronger in the future than it is todoy.

An exciting longterm opportunity for our company is expansion into China. We have dlready established a
foundation for the Movado brand in China by working with a third-party distributor, This year, we will fransition to a wholly-
owned Movado Group subsidiary — a move designed to give Movado and all eur brands greater expansion opportunities
in this fast growing region of the world.

We pride ourselves in our ability to provide our customers with excellent service. The implementation of a new
enterprise resource planning system will enable us to reengineer our business processes, while further enhancing our
customer service capabilities. This is an important undertaking for our company. Our new system will be key fo enhancing
our overall cost structure and our customers’ experience.

Movado Group's culture of success is rooted in a shared vision 1o do what is right for the long term benefit of
our brands, customers, shareholders, and employees. This approach is what allowed us to deliver increased levels of
performance year-overyear, and what will enable us to reach new heights in the future. Thank you for your continved

support and confidence in our company.

Gedalio Grinberg ; : Efroir%aza/_

Chairman President and Chief Executive Officer



Movado Group, Inc.

Financial Highlights

Dolfars in millions {except per share data) 2008 2007 2006
Resulis of Operations:

Consolidated sales $559.6 $532.9 $470.9
Gross profit %' 64.0% 62.5% 60.8%
Operating income? $ 61.8 $ 56.1 $ 475
Net income’ $ 46.6 $ 4.2 $ 327
Net income per share - diluted® $ 1. $ 1.54 $1.25

' Fiscal 2008 percentage reflects adjusted gross profit of $347.7 million, which excludes the effects of two items recorded during the fiscal year: $31.2 million of
discontinued product net sales and the $15.0 million one-time accrual related to future sales refurns ossociated with the reduction of certain wholesale customer

doors. Gross profit was $336.7 miflion for fiscal 2008, and gross profit % wes 60.2%.

? Fiscal 2007 percentoge reflacts adjusted gross profit of $322.9 million, which excludes the effects of $16.6 million of discontinued product net sales during the fiscal

year. Gross profit was $322.9 million for fiscol 2007, and gross profit % wos 60.6%.

? These represent odjusted figures. Refer to table below for a reconciliation of GAAP to non-GAAP measures.

Cash Flow and Financial Position:

Operating cash flows $ 83.6 $ 67.8 $ 207
Cash and cash equivalents $169.6 $133.0 $123.6
Working capital $419.6 $383.4 $366.5
Shareholders’ equity $463.2 $378.4 $321.7
Tangible net worth $394.8 $342.2 $289.4
Total debt $ 60.9 $ 80.2 $110.0
Reconciliation of GAAP to non-GAAP Measures

{Unaudited)

In thousands [except per share data] 2008 2007 2006
Operating profit [GAAP) $50,777 $52,319 $48,037
Returns reserve provision' 11,000 — —
A/R reserve adjustment® - 4,000 —_
Outof-period FX adjustment’ - {2,211) —
Previously recorded liability adjustment* — — {507)
Adjusted operating profit [non-GAAP) $61,777 $56,108 $47,530
Net Income [GAAP) $60,805 $50,138 $26,617
Returns reserve provision' 6,600 — —
A/R reserve adjustment? —_ 3,706 —
Outof-period FX adjustment’ -_ {1,729 —
Previously recorded liability adjustment* - — (396}
Sale of assets* - (524) {2,057)
Currency loss® —_ — 1,002
Tox adjustments” (20,814) (10,385) 7,506
Adjusted net income [non-GAAP) $46,591 $41,206 $32,672
Number of shares outstanding 27.293 26,794 26,180
Adjusted net income per share (nonGAAP) $ 1.71 $ 1.54 $ 125

a related $11.0 million reduction in operafing profit.

Non-cash charge o accounts receivable reserve due to a change in estimate.
One-time benefit recorded for an out-of-period adjustment related fo foreign currency.
One-time benefit recorded for the reversal of previous recorded liability.

Gain on sale of non-operating assefs.

Loss on discontinued foreign currency hedge derivatives.

N B L oA W o

loss tax carryforwards and lower effective tax rates. Fiscol 2008 actual taxes afso include a favorable seiffement of an IRS audit.
* The tax adjustment in fiscal 2006 includes tox expense associated with the repatriated foreign eamings under the American Jobs Creation Act of 2004.

Non-cash charge o sales refurns reserve due o closing of cerfain whalesale doars in the U.S. The reserve represented o $15.0 million reduction in net sales with

To present financials ot a consistent 25% effective tax rate for the fiscal 2008 and 2007 periods. Actual taxes in both periods reflect the utilization of net operating
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PART I
FORWARD-LOOKING STATEMENTS

Statements in this annual report on Form 10-K, including, without limitation, statements under Item 7
“Management’s Discussion and Analysis of Financial Condition and Results of Operation” and
elsewhere in this report, as well as statements in future filings by the Company with the Securities and
Exchange Commission, in the Company’s press releases and oral statements made by or with the
approval of an authorized executive officer of the Company, which are not historical in nature, are
intended to be, and are hereby identified as, “forward-looking statements” for purposes of the safe
harbor provided by the Private Securities Litigation Reform Act of 1995. These statements are based on
current expectations, estimates, forecasts and projections about the Company, its future performance, the
industry in which the Company operates and management’s assumptions. Words such as “expects”,
“anticipates”, “targets”, “goals”, “projects”, “intends”, “plans”, “believes”, “secks”, “estimates”, “may”,
“will”, “should” and variations of such words and similar expressions are also intended to identify such
forward-looking statements. The Company cautions readers that forward-looking statements include,
without limitation, those relating to the Company’s future business prospects, projected operating or
financial results, revenues, working capital, liquidity, capital needs, plans for future operations,
expectations regarding capital expenditures and operating expenses, effective tax rates, margins, interest
costs, and income as well as assumptions relating to the foregoing. Forward-looking statements are
subject to certain risks and uncertainties, some of which cannot be predicted or quantified. Actual
results and future events could differ materially from those indicated in the forward-looking statements,
due to several important factors herein identified, among others, and other risks and factors identified
from time to time in the Company’s reports filed with the SEC including, without limitation, the
following: general economic and business conditions which may impact disposable income of
consumers in the United States and the other significant markets where the Company’s products are
sold, general uncertainty related to possible terrorist attacks and the impact on consumer spending,
changes in consumer preferences and popularity of particular designs, new product development and
introduction, competitive products and pricing, seasonality, availability of alternative sources of supply
in the case of the loss of any significant supplier, the loss of significant customers, the Company’s
dependence on key employees and officers, the ability to successfully integrate the operations of
acquired businesses without disruption to other business activities, the continuation of licensing
arrangements with third parties, the ability to secure and protect trademarks, patents and other
intellectual property rights, the ability to lease new stores on suitable terms in desired markets and to
complete construction on a timely basis, the continued availability to the Company of financing and
credit on favorable terms, business disruptions, disease, general risks associated with doing business
outside the United States including, without limitation, import duties, tariffs, quotas, political and
economic stability, and success of hedging strategies with respect to currency exchange rate
fluctuations.

These risks and uncertainties, along with the risk factors discussed under Item 1A “Risk Factors” in this
annual report on Form 10-K, should be considered in evaluating any forward-looking statements
contained in this report or incorporated by reference herein. All forward-looking statements speak only
as of the date of this report or, in the case of any document incorporated by reference, the date of that
document. All subsequent written and oral forward-looking statements attributable to the Company or
any person acting on its behalf are qualified by the cautionary statements in this section. The Company
undertakes no obligation to update or publicly release any revisions to forward-looking statements to
reflect events, circumstances or changes in expectations after the date of this report.




ftem |. Business
GENERAL

In this Form 10-K, all references to the “Company”, “Movado Group” or “MGI” include Movado
Group, Inc. and its substdiaries, unless the context requires otherwise.

Movado Group, Inc. designs, sources, markets and distributes fine watches and jewelry. Its portfolio of
brands is comprised of Movado®, Ebel®, Concord®, ESQ®, Coach® Watches, HUGO BOSS®
Watches, Juicy Couture® Watches, Tommy Hiifiger® Watches and LACOSTE® Watches. The
Company is a leader in the design, development, marketing and distribution of watch brands sold in
almost every major category comprising the watch industry. The Company also designs, develops and
markets proprietary Movado-branded jewelry which it retails in its luxury Movado Boutiques.

The Company was incorporated in New York in 1967 under the name North American Watch
Corporation, to acquire Piaget Watch Corporation and Corum Watch Corporation, which had been,
respectively, the exclusive importers and distributors of Piaget and Corum watches in the United States
since the 1950’s. The Company sold its Piaget and Corum distribution businesses in 1999 and 2000,
respectively, to focus on its own portfolio of brands. Since its incorporation, the Company has
developed its brand-building reputation and distinctive image across an expanding number of brands and
geographic markets. Strategic acquisitions of watch brands and their subsequent growth, along with
license agreements have played an important role in the expansion of the Company’s brand portfolio.

In 1970, the Company acquired the Concord brand and the Swiss company that had been manufacturing
Concord watches since 1908. In 1983, the Company acquired the U.S. distributor of Movado watches
and substantially all of the assets related to the Movado brand from the Swiss manufacturer of Movado
watches. The Company changed its name to Movado Group, Inc. in 1996. In March 2004, the
Company completed its acquisition of Ebel, one of the world’s premier luxury watch brands that was
established in La Chaux-de-Fonds, Switzerland in 1911.

The Company is very selective in its licensing strategy and chooses to enter long-term partnerships with
only powerful brands that are leaders in their respective businesses. The following table sets forth the
brands licensed by the Company and the year in which the Company launched each licensed brand for
watches. All of the Company’s license agreements are exclusive.

Brand Licensor Year Launched
ESQ Hearst Communication, Inc. 1993
Coach Coach, Inc. 1999
Tommy Hilfiger Tommy Hilfiger Licensing, Inc. 2001
HUGO BOSS HUGO BOSS Trade Mark Management GmbH & Co KG 2006
Juicy Couture L.C. Licensing, Inc. 2007
LACOSTE Lacoste S.A., Sporloisirs S.A. and Lacoste Alligator S.A. 2007

On October 7, 1993, the Company completed a public offering of 2,666,667 shares of common stock,
par value $0.01 per share. On October 21, 1997, the Company completed a secondary stock oftering in




which 1,500,000 shares of common stock were issued. On May 21, 2001, the Company moved from the
NASDAQ National Market to the New York Stock Exchange (“NYSE”). The Company’s common
stock is traded on the NYSE under the trading symbol MOV.

RECENT DEVELOPMENTS

On February 25, 2008, the Company announced a unified strategy designed to leverage the strength of
the Movadoe brand across all distribution channels. The Company intends to optimize its wholesale
distribution network and enhance the performance of its Movado Boutiques to contribute further to the
brand’s long-term growth. The new Movado brand strategy is designed to unite the areas of product
development, merchandising, and marketing across the Company’s wholesale and retail channels,
specifically addressing product, pricing, marketing and point-of-sale presentation.

As part of the strategy, the Company is in the process of streamlining the Movado brand wholesale
distribution in the United States from 4,000 wholesale customer doors to approximately 2,600 doors,
representing a 35% reduction, by the close of its fiscal year ending January 31, 2009. These least
productive doors represented approximately $10.0 million of Movado brand sales during the year ended
January 31, 2008, or less than 5% of the overall brand’s revenue and less than 2% of the Company’s
consolidated revenue. The Company recorded a one-time accrual of $15.0 million during its 2008 fiscal
year related to future sales returns associated with the reduction of these wholesale customer doors.

On May 11, 2007, the Company signed a joint venture agreement (the "JV Agreement”) with Swico
Limited ("Swico"), an English company with established distribution, marketing and sales operations in
the UK. Swico had been the Company's exclusive distributor of HUGO BOSS watches in the UK since
2005, Under the JV Agreement, the Company and Swico control 51% and 49%, respectively, of MGS
Distribution Limited, a newly formed English company ("MGS") that is responsible for the marketing,
distribution and sale in the UK of the Company's licensed HUGO BOSS, Tommy Hilfiger, LACOSTE
and Juicy Couture brands, as well as future brands licensed to the Company, subject to the terms of the
applicable license agreement. Swico is responsible for the day to day management of MGS, including
staffing and providing logistical support, inventory management, order fulfillment, distribution and afier
sale services, systems and back office support. The terms of the JV Agreement include financial
performance measures which, if not attained, give either party the right to terminate the JV
Agreement after the fifth (5th) and the tenth (10th) years (January 31, 2012 and January 31, 2017);
restrictions on the transfer of shares in MGS; and a buy out right whereby the Company can purchase all
of Swico's shares in MGS as of July 1, 2017 and every 5th anniversary thereafter at a pre-determined
price.

On April 11, 2007, the Company further amended its license agreement, dated June 3, 1999 with
Tommy Hilfiger Licensing, Inc. ("THLI"), pursuant to which THLI licenses to the Company the
trademark TOMMY HILFIGER and related marks. The amendment changes the definition of
"Territory” to include China, clarifies what countries are meant by the terms "Eastern Europe" and
"Middle East" and adjusts sales minimums and minimum royalties to take into account the expansion of
the geographic scope comprising the Territory.

On March 9, 2007, the Company further amended its license agreement with Coach, Inc., dated
December 9, 1996 (as amended, the “Coach License Agreement”), pursuant to which Coach, Inc.
licenses the trademark COACH and related trademarks to the Company. The amendment extends the




term of the Coach License Agreement through June 30, 2015, changes the definition of “contract year”
to be coincident with Coach, Inc.’s fiscal year (ending June 30) and establishes sales minimums for each
contract year through the end of the term. In addition, among other things, the amendment added
provisions dealing with the Company’s reporting requirements to Coach, Inc., staffing levels and
exhibitions at trade shows.

On February 15, 2007, the Company further amended its license agreement, dated as of January 1, 1992
(as amended, the "Hearst License Agreement"), with Hearst Magazines, a Division of Hearst
Communications, Inc. ("Hearst"), under which Hearst licenses to the Company the trademarks
ESQUIRE, ESQ and related marks. Under the amendment, Hearst granted the Company eleven
consecutively exercisable options, each for the renewal of the Hearst License Agreement for an
additional three-year period, with the final option renewal period concluding on December 31, 2042,
unless further extended by both parties. By execution of the amendment, the Company exercised the
first renewal option, thereby extending the Hearst License Agreement through December 31, 2012, In
addition, the amendment changed the terms of the royalties payable by the Company to Hearst.

INDUSTRY OVERVIEW

The largest markets for watches are North America, Western Europe and Asia. The Company divides
the watch market into six principal categories as set forth in the following table.

Suggested Retail Price Primary Category of
Market Category Range Movado Group, Inc. Brands
Exclusive $10,000 and over Concord
Luxury $1,500 to $9,999 Ebel
Premium $500 to $1,499 Movado
Meoderate $100 to $499 ESQ, Coach, HUGO BOSS,
Juicy Couture and LACOSTE
Fashion $55 to $99 Tommy Hilfiger
Mass Market Less than $55 -

Exclusive Watches

Exclusive watches are usually made of precious metals, including 18 karat gold or platinum, and are
often set with precious gems. These watches are primarily mechanical or quartz-analog watches.
Mechanical watches keep time with intricate mechanical movements consisting of an arrangement of
wheels, jewels and winding and regulating mechanisms. Quartz-analog watches have quartz movements
in which time is precisely calibrated to the regular frequency of the vibration of quartz crystal. Exclusive
watches are manufactured almost entirely in Switzerland. In addition to the Company’s Concord
watches, well-known brand names of exclusive watches include Audemars Piguet, Patek Philippe,
Piaget and Vacheron Constantin.




Luxury Watches

Luxury watches are either quartz-analog watches or mechanical watches. These watches typically are
made with either 14 or 18 karat gold, stainless steel or a combination of gold and stainless steel, and are
occasionally set with precious gems. Luxury watches are primarily manufactured in Switzerland. In
addition to a majority of the Company’s Ebel watches, well-known brand names of luxury watches
include Baume & Mercier, Breitling, Cartier, Omega, Rolex and TAG Heuer.

Premium Watches

The majority of premium watches are quartz-analog watches. These watches typically are made with
gold finish, stainless steel or a combination of gold finish and stainless steel. Premium watches are
manufactured primarily in Switzerland, although some are manufactured in Asia. In addition to a
majority of the Company’s Movado watches, well-known brand names of premium watches include
Gucci, Rado and Raymond Weil.

Moderate Watches

Most moderate watches are quartz-analog watches. Moderate watches are manufactured primarily in
Asia and Switzerland. These watches typically are made with gold finish, staimnless steel, brass or a
combination of gold finish and stainless steel. In addition to the Company’s ESQ, Coach, HUGO
BOSS, Juicy Couture and LACOSTE brands, well-known brand names of watches in the moderate
category include Anne Klein, Bulova, Citizen, Guess, Seiko and Wittnauer.

Fashion Watches

Watches comprising the fashion market are primarily quartz-analog watches but also include some
digital watches. Watches in the fashion category are generally made with stainless steel, gold finish,
brass and/or plastic and are manufactured primarily in Asia. Fashion watches feature designs that reflect
current and emerging fashion trends. Many are sold under licensed designer and brand names that are
well-known principally in the apparel industry. In addition to the Company’s Tommy Hilfiger brand,
well-known brands of fashion watches include Anne Klein I, DKNY, Fossil, Guess, Kenneth Cole and
Swatch.

Mass Market Watches

Mass market watches typically consist of digital watches and analog watches made from stainless steel,
brass and/or plastic and are manufactured in Asia. Well-known brands include Casio, Citizen, Pulsar,
Seiko and Timex. The Company does not compete in the mass market watch category.

BRANDS

The Company designs, develops, sources, markets and distributes products under the following watch
brands:

Movado

Founded in 1881 in La Chaux-de-Fonds, Switzerland, Movado is an icon of modern design. Today the
brand includes a line of watches, inspired by the simplicity of the Bauhaus movement, including the
world famous Movado Museum watch and a number of other watch collections with more traditional




dial designs. The design for the Movado Museum watch was the first watch design chosen by the
Museum of Modern Art for its permanent collection. It has since been honored by other museums
throughout the world. The Movado brand also includes Series 800, a sport watch collection that
incorporates Movado quality and craftsmanship with the characteristics of a true sport watch. Movado
watches have Swiss movements and are made with 14 or 18 karat gold, 18 karat gold finish, stainless
steel or a combination of 18 karat gold finish and stainless steel. The core collection of Movado
watches has suggested retail prices between $495 and $1,495, with select models exceeding this range.

Ebel

The Ebel brand, one of the world’s premier luxury watch brands, was established in La Chaux-de-Fonds,
Switzerland in 1911. Since acquiring Ebel, Movado Group has retumed Ebel to its roots as the
“Architects of Time” through its product development, marketing initiatives and global advertising
campaigns. All Ebel watches feature Swiss movements and are made with solid 18 karat gold, stainless
steel or a combination of 18 karat gold and stainless steel. The core collection of Ebel watches has
suggested retail prices between $1,600 and $10,100, with select models exceeding this range.

Concord

Concord was founded in 1908 in Bienne, Switzerland. Inspired by its avant garde roots, Concord is
designed to be resolutely upscale with a modemn, edgy point of view and has been repositioned as a
niche luxury brand with exclusive distribution. The brand’s products center on its iconic C1 collection,
a breakthrough in modern design. Concord watches have Swiss movements and are made with solid 18
karat or 14 karat gold, stainless steel or a combination of 18 karat gold and stainless steel. The core
collection of Concord watches has suggested retail prices between $9,450 and $29,900, with select
models exceeding this range.

Coach Watches

Coach Watches are an extension of the Coach leathergoods brand and reflect the Coach brand image. A
distinctive American brand, Coach delivers stylish, aspirational, well-made products that represent
excellent value. Coach watches contain Swiss movements and are made with stainless steel, gold finish
or a combination of stainless steel and gold finish with leather straps, stainless stee!l bracelets or gold
finish bracelets. The core collection of Coach watches has suggested retail prices between $248 and
$498, with select models exceeding this range.

ESQ

ESQ competes in the entry level Swiss watch category and is defined by bold sport and fashion designs.
All ESQ watches contain Swiss movements and are made with stainless steel, gold finish or a
combination of stainless steel and gold finish, with leather straps, stainless steel bracelets or gold finish
bracelets. The core collection of ESQ watches has suggested retail prices between $195 and $495, with
select models exceeding this range.

Tommy Hilfiger Watches
Reflecting the fresh, fun all-American style for which Tommy Hilfiger is known, Tommy Hilfiger

watches feature quartz, digital or analog-digital movements, with stainless steel, titanium, aluminum,
silver-tone, two-tone or gold-tone cases and bracelets, and leather, fabric, plastic or rubber straps. The
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line includes fashion and sport models with the core collection of Tommy Hilfiger watches having
suggested retail prices between $75 and $125, with select models exceeding this range.

HUGO BOSS Watches

HUGO BOSS is a global market leader in the world of fashion. The HUGO BOSS watch collection 18
an extension of the parent brand and includes classy, sporty, elegant and fashion timepieces with
distinctive features, giving this collection a strong and coherent identity. The core collection of HUGO
BOSS watches has suggested retail prices between $245 and $495, with select models exceeding this
range.

Juicy Couture Timepieces

Juicy Couture is a premium designer, marketer and wholesaler of sophisticated, yet fun fashion for
women, men and children. Liz Claiborne, Inc. (NYSE: LIZ) purchased Juicy Couture in the spring of
2003, and has facilitated Juicy Couture’s growth into a powerhouse lifestyle brand. Juicy Couture
timepieces reflect the brand’s clear vision, unique identity and leading brand position in the upscale
contemporary category, encompassing both trend-right and core styling contemporary watches having
suggested retail prices for its core collection between $195 and $495, with select models exceeding this
range.

LACOSTE Watches

The LACOSTE watch collection embraces the LACOSTE lifestyle proposition which encompasses
elegance, refinement and comfort, as well as a dedication to quality and innovation. Mirroring key
attributes of the LACOSTE brand, the collection features stylish timepieces with a contemporary sport
clegant feel, having suggested retail prices for its core collection between $150 to $395, with select
models exceeding this range.

DESIGN

The Company’s offerings undergo two phases before they are produced for sale to customers; design
and product development. The design phase includes the formation of artistic and conceptual renderings
while product development involves the construction of prototypes. The Company’s ESQ and licensed
brands are designed by in-house design teams in Switzerland and the United States in cooperation with
outside sources, including licensors’ design teams. Product development for these watches takes place
in the Company’s Asia operations. For the Company’s Movado, Ebel and Concord brands, the design
phase is performed by a combination of in house and freelance designers in Europe while product
development is carried out in the Company’s Swiss operations. Senior management of the Company is
actively involved in the design and product development process.

MARKETING

The Company’s marketing strategy is to communicate a consistent brand-specific message to the
consumer. Recognizing that advertising is an integral component to the successful marketing of its
product offerings, the Company devotes significant resources to advertising and, since 1972, has
maintained its own in-house advertising department. The Company’s advertising department focuses
primarily on the implementation and management of global marketing and advertising strategies for
each of its brands, ensuring consistency of presentation. The Company utilizes outside agenctes for the
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creative development of advertising campaigns which are developed individually for each of the
Company’s brands and are directed primarily to the end consumer rather than to trade customers. The
Company’s advertising targets consumers with particular demographic characteristics appropriate to the
image and price range of the brand. Most Company advertising is placed predominantly in magazines
and other print media but some is also created for radio and television campaigns, catalogs, outdoor and
other promotional materials. Marketing expenses totaled 15.4%, 14.9% and 16.1% of net sales in fiscal
2008, 2007 and 2006, respectively.

OPERATING SEGMENTS

The Company conducts its business primarily in two operating segments: Wholesale and Retail. For
operating segment data and geographic segment data for the years ended January 31, 2008, 2007 and
2006, see Note 15 to the Consolidated Financial Statements regarding Segment Information,

The Company’s wholesale segment includes the design, development, sourcing, marketing and
distribution of high quality watches, in addition to revenue generated from after-sales service activities
and shipping. The retail segment includes the Company’s Movado Boutiques and its outlet stores.

The Company divides its business into two major geographic segments: United States operations, and
International, which includes the results of all other Company operations. The altocation of geographic
revenue is based upon the location of the customer. The Company’s international operations are
principally conducted in Europe, Asia, Canada, the Middle East, South America and the Caribbean. The
Company’s international assets are substantially located in Switzerland.

Wholesale
United States Wholesale

The Company selis all of its brands in the U.S. wholesale market primarily to major jewelry store chains
such as Helzberg Diamonds Corp., Sterling, Inc. and Zale Corporation; department stores, such as
Macy’s, Nordstrom and Saks Fifth Avenue, as well as independent jewelers. Sales to trade customers in
the United States are made directly by the Company’s U.S. sales force of approximately 130 employegs.
Of these employees, sales representatives are responsible for a defined geographic territory, specialize in
a particular brand and sell to and service independent jewelers within their territory. Their compensation
is based on salary plus commission. The sales force also consists of account executives and account
representatives who, respectively, sell to and service chain and department store accounts. The latter
typically handle more than one of the Company’s brands and are compensated based on salary and
incentives.

International Wholesale

Internationally, the Company’s brands are sold in department stores such as El Cortes Ingles in Spain
and Galeries Lafayette in France, jewelry chain stores such as Christ in Switzerland and Germany and
independent jewelers. The Company employs its own international sales force of approximately 70
employees operating at the Company’s sales and distribution offices in Canada, China, France,
Germany, Hong Kong, Japan, Singapore, Switzerland, the United Kingdom and the United Arab
Emirates. In addition, the Company sells all of its brands other than ESQ through a network of
independent distributors operating in numerous countries around the world. Distribution of ESQ
watches which, outside of the United States are sold only in Canada and the Caribbean, is handled by the
Company’s Canadian subsidiary and Caribbean based sales team. A majority of the Company’s
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arrangements with its international distributors are long-term, generally require certain minimum
purchases and minimum advertising expenditures and restrict the distributor from selling competitive
products.

In France and Germany, the Company’s licensed brands are marketed and distributed by subsidiaries of
a joint venture company owned 51% by the Company and 49% by Financiere TWC SA ("TWC"), a
French company with established distribution, marketing and sales operations in France and Germany.
The terms of the joint venture agreement include financial performance measures which, if not attained,
give either party the right to terminate the agreement after the fifth (5th) and the tenth (10th) years
(January 31, 2011 and January 31, 2016); restrictions on the transfer of shares in the joint venture
company; and a buy out right whereby the Company can purchase all of TWC's shares in the joint
venture company as of July 1, 2016 and every fifth (5th) anniversary thereafter at a pre-determined
price.

In the UK, the marketing, distribution and sale of the Company’s licensed brands is handled by MGS,
the joint venture company which is owned by the Company and Swico, 51% and 49%, respectively, as
described above under “Recent Developments”.

Retail

The Company operates in two retail markets, the luxury boutique market and the outlet market. Movado
Boutiques reinforce the luxury image and are a primary strategic focus of the Movado brand. The
Company operates 30 Movado Boutiques in North America that are located in upscale regional shopping
centers and metropolitan areas. Movado Boutiques are merchandised with select models of Movado
watches, as well as proprietary Movado-branded jewelry and clocks. The modern store design creates a
distinctive environment that showcases these products and provides consumers with the ability to fully
experience the complete Movado design philosophy. The Company’s 32 outlet stores are multi-branded
and serve as an effective vehicle