MANAGEMENT DISCUSSION AND ANALYSIS
BB W R D

o Group Turnover increased by 16.3% to HK$805.5 million

o Profit Attributable to Equity Holders of the Company of
HK$50.8 million

During the year ended 31 March 2023 (“FY2022/23"), Group
turnover increased by 16.3% to HK$805.5 million compared
with HK$692.5 million in the year ended 31 March 2022
(“FY2021/22").

A profit attributable to Group equity holders of HK$50.8 million
was recorded in FY2022/23 (FY2021/22: Loss of HK$106.7
million) after taking into account of the following items:

—  the gain on disposal of a property in Hong Kong (“Disposal
gain”) of HK$78.7 million (FY2021/22: nil);

—  the accounting impact from HKFRS 16 Leases (non-cash)
of HK$12.4 million (income) (FY2021/22: HK$29.1 million
(income));

- an impairment loss (non-cash) of HK$5.6 million
(FY2021/22: HK$8.1 million) relating to right-of-use
assets mainly arising from retail stores with declined store
profitability;

- a revaluation gain of investment properties (non-cash) of
HK$14.8 million (FY2021/22: impairment loss of HK$23.0
million due to revaluation of investment properties and
leasehold land and buildings);

- the impairment loss of intangible assets (non-cash) was
HK$3.9 million in FY2022/23 (FY2021/22: HK$2.7 million)
due to reducing recoverable amount.

If the above Disposal gain and the non-cash items were
excluded, the Group would have reported a loss of HK$45.6
million in FY2022/23. This represents a reduction of loss by
55.3% compared with a loss of HK$102.0 million in FY2021/22
after excluding the above non-cash items, which was due to
recovery of sales in Hong Kong and Southeast Asia region
together with uplift in operating efficiency in all operating
regions.
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The Group gross profit margin was 45.3% in FY2022/23
(FY2021/22: 46.7%), decrease by 1.4%. The gross profit margin
of retail segment improved resulting from fine-tuning of product
portfolio. However, it was partly offset by the shrinking gross
profit margin in wholesale segment.

Various government subsidies of approximately HK$7.5 million
(FY2021/22: HK$8.4 million) were received in our operating
regions during the reporting period.

In FY2022/23, the Group continued to implement inventory
control measures. The Group inventory balance at 31 March
2023 was HK$222.1 million, a decline of 14.8% or HK$38.6
million compared with the balance at 31 March 2022 of
HK$260.7 million. Stock turnover days improved from 258 days
at 31 March 2022 to 184 days at 31 March 2023. Continuous
inventory control and prudent stock procurement are in place to
strengthen balance sheet management.

FINAL DIVIDEND

The Board does not recommend the payment of a final dividend
for the year ended 31 March 2023 (2022: Nil per ordinary share).

CITY CHAIN GROUP
J City Chain Group turnover increased by 20% year-on-year

o City Chain Group loss before interest and tax (“LBIT”)
reduced to HK$8.2 million (FY2021/22: HK$74.2 million)

The CITY CHAIN Group operates around 109 stores in Hong
Kong, Macau, Mainland China (“Greater China”), Singapore,
Thailand and Malaysia together with online stores under our own
brands of “CITY CHAIN” and “SOLVIL et TITUS”".

The CITY CHAIN Group reported a 20% increase in turnover
to HK$529.2 million (FY2021/22: HK$441.4 million) which
was mainly driven by sales growth in Hong Kong with same
store sales growth of 38.8% and the momentum in Southeast
Asia. The loss before interest and tax (LBIT) was HK$8.2 million
(FY2021/22: HK$74.2 million).

STELUX Holdings International Limited
ANNUAL REPORT 2023

W 2022/23 BABUERE » AL BHZES 45.3%
(2021722 WHIBLAEFE © 46.7%) > FRE1.4% o MR
BE MG T > BEHINBRRA PR
SR > B4 B EE 4> 0 B R T B ATHEEY o

TR BTN > A2 [ 45 4 b i A8 1545 TE BUR A R £
HK$7.5 1A 5 (2021/22 BAEUAERE - HK$8.4 1A 8#)

R 2022/23 BABUEE > AL BB EIAT A RE
T hE - A E R 2023 4F 3 A 31 HW A ELE &
£y HK$222.1 5 H5 » #2022 4F 3 A 31 HIW&; &
HK$260.7 18> 14.8% 5 HK$38.6 {H & - 17
1 JE K Hh 2022 43 A 31 HAW 258 H k%
2023453 H 31 HEY 184 H o A58 [ I 48 4
WA B4 ) M R R b - DR Al
TG o

KERE

FHEGAEFETIREE 2023 4£3 A 31 HILFEE
FIARIAIEE (2022 4F « FEREERE) -

[R5 S B | 2 10
. [ IR [ JER | 45 [ % 2EREHEAE BT 20%

. ['H ] JRe J 8 1 o 1) 5 R B TR e 1 (T BRI B
B EREE)E D £ HK$8.2 1A #(2021/22
FABUETE © HK$74.2 16 15)

[HRF 1 JEg 4 A A 9 ~ VR ~ v B A (T R )
BN ~ R B G A PG R A 109 TG - I
DASE B B A i RO ] JBR ) J% [ o ey ) K8 A 1
P o

[ 1R [H] JHG J 45 180 1) 2 ZE A I 0 20% &2 HK$529.2
A (2021/22 WP BUAE & HK$441.4 7 #) > &
BEAZ 7 W B S M (] 8 B IR 38.8%) IR FS
HH G R ST AT AT B o BRFLE ROBLE RS R 5
HK$8.2 5 A5 (2021/22 BABUAEE : HK$74.2 {5 8) -



MANAGEMENT DISCUSSION AND ANALYSIS
BB W R D

Greater China

Turnover for CITY CHAIN operations in Greater China was
HK$274.1 million (FY2021/22: HK$242.7 million), representing
a y-o-y growth of 12.9%. The rise was mainly driven by the
growth in Hong Kong of 32.1% y-o-y, partly offset by the sales
drop in Mainland China and Macau due to the strict movement
control throughout the FY2022/23. A loss before interest and tax
(“LBIT”) of HK$14.7 million (FY2021/22: HK$72.8 million) was
recorded after taking into account of the following factors:

—  arevaluation gain of investment properties of HK$10.6
million in FY2022/23 due to valuation at year end
(FY2021/22: impairment loss HK$10.7 million); and

- the accounting impact from HKFRS 16 Leases of HK$9.4
million (income) (FY2021/22: HK$23.7 million (income)).

If the above two factors were excluded in both years, the LBIT
for FY2022/23 would be HK$34.7 million, a reduction in loss by
59.6% or HK$51.1 million from HK$85.8 million for FY2021/22.

Since January 2023, Hong Kong has resumed cross-border travel
with Mainland China. With tourist arrivals and resumption of
normal travel, retail sales in the quarter January to March 2023
strongly improved by 80% year on year. However, the uncertain
macro-economic environment and inflationary pressures
casted doubts on the pace of recovery. Prudent procurement
management and strict discipline in operating cost will be
continued to sustain long term growth of the business.

Meanwhile, our online business of our own brands “CITY
CHAIN” and “SOLVIL et TITUS” has continued to report a
profitable result in Hong Kong despite the fact that certain
customers switched from online to physical stores after the
relaxation of social-distancing and anti-pandemic measures.
At the same time, efficiency on our Mainland China watch
e-commerce business has also continued to improve.
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Southeast Asia

With reopening of economies and gradual recovery in consumer
sentiment, our Southeast Asian operations recorded turnover
growth of 28.4% to HK$255.1 million (FY2021/22: HK$198.7
million) and generated earnings before interest and tax (“EBIT”) of
HK$6.5 million (FY2021/22: LBIT of HK$1.4 million). Singapore
and Malaysia operations posted an EBIT of HK$11.6 million
(FY2021/22: EBIT of HK$8.4 million), while Thailand operations
recorded a reduced loss of HK$5.1 million (FY2021/22: LBIT of
HK$9.8 million).

With continual investments in our e-commerce platforms and
corresponding marketing efforts, our e-commerce business in
Southeast Asia regions continued to develop satisfactorily during
FY2022/23 with sales growth by approximately 74.4% y-o-y.

SUPPLY CHAIN MANAGEMENT AND WHOLESALE TRADING

Turnover for this division comprising our supply chain and
wholesale trading subsidiaries increased by 10.0% to HK$276.3
million (FY2021/22: HK$251.1 million) and an EBIT of HK$41.0
million was posted (FY2021/22: HK$45.8 million).

As mentioned in the Group’s Voluntary Announcement of
Business Update published on 1 August 2022, the modification
of wholesale distributorship arrangements of “GRAND SEIKO”
and “CREDOR” watches in Singapore, Brunei and Malaysia was
effective from 3 October 2022. The Group will continue to:

(@) distribute as sole wholesale distributor for “GRAND SEIKO”
and “CREDOR” watches in Hong Kong and Macau, and
“SEIKO” watches in Hong Kong, Macau, Singapore, Brunei
and Malaysia;

(b) act as retailer for “"GRAND SEIKO”, “SEIKO” and
“CREDOR” watches in Hong Kong, Macau, Singapore and
Malaysia.

Our wholesale trading unit will continue to launch various
marketing campaigns with quality service support to increase
sell-through rate to retailers.

STELUX Holdings International Limited
ANNUAL REPORT 2023

REgE

I 5 46 5 o T R R B T B SRR B A TR T SRR
AT BT IR 28.4% £ HK$255.1 14
B (2021722 WHBUAE B - HK$198.7 14 &) » 3 %
P B IS, BB JE R 8 A1) HK S 6.5 16 85 (2021/22 B
B - BRALE RBLERER S HKS$1.4 16 #) -
ST I 35 B 5 7 Y i SEES ek A B ) IS B T i g A
HK$11.6 144 (2021722 BABUFE « BRFLE RBUE
HE A 5 HK$8.4 15 H) - T 22 B 2E R s
RS HKS$5.1 16 # (2021/22 BABUAERE © BRALE
BUIERT R 4 HK$9.8 16 #) -

EEFHEEETHE YA W EHEMEN
M0 T > Hm i W A
2022/23 WFBUAE BE 4R A AR S NI 35 > 6
BRI AR A 74.4% o

HESEERHUBES

3t 1 B N L35 R 5 A S s 2EAE T 10.0% &
HK$276.3 16 ¥ (2021/22 B B 4E B @ HK$251.1
AP 8E) B Sk A5 B ) S B B T A 948 R HK$41.0 1
(2021/22 BB HK$45.8 1H &) -

SN AS 4R [ 2022 AE 8 A1 H R EE R ¥ %
BRI B R 5 rak s ¥ TGRAND SEIKOJ &
[CREDOR! i W63 $& T B M3 ~ U6 B 5 AR PG 5
BIHLEE 0 B e HEE BBk 27 2022 4 10 A 3
HAESL o AREEHIG AR AE -

(@) VEAS W GRAND SEIKO/X&CREDOR]
AT R > Jesidh i DR iR & i
TP~ Bk~ BOHE B B 20 7 A 1) 8 R Ak
ARG AT 8

(b)  YEATSEER I TGRAND SEIKOJ ~ T T ] M
[CREDOR/ i % ¥ ~ 1P ~ 58 Jin 3 I S5 2k
PUER R o

A5 B L3 I AR A B R 2 TH T S G B o AR
IR R A 2 6 P 8 8



MANAGEMENT DISCUSSION AND ANALYSIS
BB W R D

GROUP OUTLOOK

Despite there was gradual recovery of retail performance in our
operating regions, tourist arrivals and local consumer sentiments
were yet to reach pre-pandemic levels. In addition, inflationary
pressure and rising interest rate could impact economy recovery
and consumer spending power. The Group maintains a
cautious view on the short run outlook given the uncertainties
in post-pandemic development and economic growth in our
operating regions. The Group also remains judicious in taking
various measures in streamlining operating costs to enhance
shop productivity and corporate financial performance, while
endeavours to achieve sustainable business development. Given
the uplift of our e-commerce development in various regions, the
Group will continue to invest in this growing segment to realize
the potential of integration of online and offline channels.

FINANCE

The Group’s capital management, currency and interest rate
movement are constantly monitored and reviewed by the
management of the Group to address and manage relevant
financial risks relating to the Group’s operations. The Group
maintains prudent treasury management policies to address
liquidity to finance both short-term and long-term working
capital needs for business operations. Funds are generated from
business operating activities and banking facilities in the form of
term loans and short-term trading facilities. Forecast and actual
cash flow analyses are continuously monitored. Maturity of assets
and liabilities and requirement of financial resources for business
operations are prudently managed.

Group gearing ratio was 60.7% (31 March 2022: 95.7%) with
shareholders’ funds standing at HK$424.1 million (31 March
2022: HK$378.1 million) and net debts of HK$257.4 million
(31 March 2022: HK$361.8 million). The net debts are based
on the bank borrowings of HK$342.8 million (31 March
2022: HK$473.9 million) and less bank balance and cash of
HK$85.4 million (31 March 2022: HK$112.1 million). The bank
borrowings comprised of HK$116.4 million repayable within
one year and HK$226.4 million with scheduled repayment
after one year but repayable on demand and were classified as
current liabilities. The Group’s cash inflow from its operations
was HK$60.8 million. The unutilized banking facilities as at 31
March 2023 was HK$60.314 million.
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On 28 January 2022, a subsidiary of the Group entered into
a provisional agreement with an independent third party for
the disposal (“Disposal”) of a property in Hong Kong at a
consideration of HK$120 million. The Disposal was completed
in August 2022 (“Completion”) and the gain on disposal of
HK$78.7 million was recognised in the financial year ended 31
March 2023. Majority of the sales proceeds were used to repay
bank loans of the Group.

The Group’s major borrowings are in Hong Kong dollars and
mostly based on a floating rate at HIBOR or bank prime lending
rates. As major assets of the Group are in Hong Kong dollars, the
natural hedge mechanism is applied.

As at 31 March 2023, the current assets and current liabilities
were approximately HK$420.0 million (31 March 2022:
HK$549.9 million) and HK$565.7 million (31 March 2022:
HK$734.9 million), respectively. The current ratio was
approximately 0.74 (0.75 as at 31 March 2022).

As at 31 March 2023, the Group's total equity funds amounted
to HK$430.1 million.

The Group does not use any financial instruments for hedging
purposes.

The Group does not engage in speculative derivative trading.

As at 31 March 2023, a subsidiary of the Company had
contingent liabilities in respect of bank guarantees given to
landlords in lieu of rental deposits for certain retails shops and
suppliers amounting to approximately HK$7.202 million (31
March 2022: HK$5.296 million).

The Group does not have plans for material investments or
change of capital assets.
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As at 31 March 2023, certain property, plant and equipment
and investment properties amounting to HK$443.6 million (31
March 2022: HK$479.8 million of certain property, plant and
equipment, investment properties and assets classified as held
for sale) were pledged to secure banking facilities granted to the
Group.

The investment properties were revalued by independent valuers
as at 31 March 2023. A revaluation gain of HK$14.8 million was
recorded in the year ended 31 March 2023 accordingly.

NUMBER AND REMUNERATION OF EMPLOYEES,
REMUNERATION POLICIES, BONUS AND TRAINING
SCHEMES

The Group’s remuneration policies are reviewed on a regular
basis and remuneration packages are in line with market
practices in the relevant countries where the Group operates.
As at 31 March 2023, the Group had around 840 employees
(31 March 2022: 910). The Group offers KPI related bonuses
to eligible employees based on the performance of the Group
and the individual employee. The Group also provides related
training programmes to improve the quality, competence and
skills of its employees.

Joseph C.C. Wong
Chairman and Chief Executive Officer

Hong Kong, 27 June 2023
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