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MANAGEMENT DISCUSSION AND ANALYSIS
BB W R D

o Group Turnover of HK$620.8 million

J Loss Attributable to Equity Holders of the Company of
HK$47.2 million

. Net asset value at HK$914.0 million (31 March 2025:
HK$919.4 million)

o Group gearing ratio at 8.6% (31 March 2025: 17.4%)

The Group recorded a turnover of HK$620.8 million from
combined retail and wholesale operations during the year ended
31 March 2026 (“FY26"), a slight increase by 0.9% compared to
HK$615.2 million in the year ended 31 March 2025 (“FY25”).
Retail operations contributed HK$405.9 million to Group
turnover in FY26, representing a 1.7% decline compared to
HK$413.0 million in FY25. Notably, same-store sales recorded
a positive growth of 6% in FY26, reflecting improved store-level
performance despite the overall sales contraction.

The Group reported a loss attributable to equity holders of
HK$47.2 million in FY26 (loss of HK$107.0 million in FY25)
after taking into account of the following special items:

- A revaluation difference of properties (non-cash) of HK$5.1
million expense (FY25: HK$24.7 million expense) due to
revaluation of properties;

—  The impairment loss of intangible assets (non-cash) of
HK$26.9 million was recorded due to reducing recoverable
amount while there was no impairment loss of intangible
assets recorded in FY25;

If the above special items were excluded, the Group would have
reported a loss of HK$15.2 million in FY26 (FY25: HK$82.3
million).

The reduction in adjusted loss was mainly driven by enhanced
product portfolio driving shop productivity, tightened cost
control and improving operational efficiency through shop
consolidation.
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MANAGEMENT DISCUSSION AND ANALYSIS
BB W R D

In FY26, the Group continued to implement inventory measures.
The Group inventory balance at 31 March 2026 was HK$177.5
million, a decrease of 14.5% compared with the balance at
31 March 2025 of HK$207.7 million. 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
in FY26 (FY25: Nil per ordinary share).

CITY CHAIN GROUP
o City Chain Group turnover of HK$405.9 million

e City Chain Group loss before interest and tax (“LBIT”) was
HK$29.5 million (FY25: HK$65.7 million)

The City Chain Group currently operates around 71 stores in
Hong Kong, Macau, Singapore, Thailand and Malaysia together
with online stores under our own brands “CITY CHAIN”, “PRIMO
CITY CHAIN” and “SOLVIL et TITUS”.

The City Chain Group recorded a turnover of HK$405.9 million
in FY26 (FY25: HK$413.0 million), decreased by 1.7% year-
on-year while the number of stores reduced by approximately
11.3%. Remarkably, our retail operations in Southeast Asia
recorded same store sales growth of 15% year-on-year.

Hong Kong and Macau

Turnover for City Chain operations in Hong Kong and Macau
was HK$194.6 million (FY25: HK$209.3 million), decreased by
7.0% year-on-year while the number of shops reduced by 9.4%.

In FY26, LBIT of HK$16.3 million (FY25: HK$39.6 million)
was recorded after taking into account of an impairment loss
of HK$9.5 million in FY26 (HK$18.7 million in FY25) due to
valuation of investment properties at year end.
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If the impairment loss of investment properties were excluded in
both years, the LBIT of FY26 would be HK$6.8 million (FY25:
HK$20.9 million). The narrowing of the loss compared with
last year was primarily attributable to reduced operating costs
from shop consolidation, aimed at enhancing performance
effectiveness, together with stronger contributions from our
online business. In FY26, our Hong Kong online business
continued to deliver a profitable result contributed by the
successful launch of our various IP products that received strong
market response. Looking ahead, we will continue to invest in
our online platforms, where the synergy between online and
offline business is expected to further enhance the customer
experience by delivering a seamless and enriched shopping
journey.

In FY25, the retail sales of the City Chain Group’s operations
in Greater China (including Hong Kong, Macau and Mainland
China) was HK$225.9 million and LBIT of HK$57.5 million. As
a strategic move to streamline the Group’s business operations,
the retail stores and online platforms in Mainland China ceased
operations in 2025.

Southeast Asia

Turnover for City Chain operations in Southeast Asia was
HK$211.3 million (FY25: HK$187.1 million), increased by
12.9% year-on-year and LBIT was HK$11.5 million (FY25:
HK$8.2 million). Operating costs have been impacted by the
widened Sales and Service Tax framework introduced by the
Malaysian government in July 2025. A one-off expense of
HK$0.8 million was recorded for the early termination of non-
performing stores in Thailand, reflecting our proactive measures
to optimize the retail portfolio. The Group will continuously
evaluate business performance in the Southeast Asian market to
optimize store locations.

Through ongoing investments in our e-commerce platforms,
including the launch of consumer-focused products and
corresponding marketing campaigns, our Southeast Asia
e-commerce business achieved sales growth of 18% year-on-
year in FY26, reinforcing momentum for future expansion.
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MANAGEMENT DISCUSSION AND ANALYSIS
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SUPPLY CHAIN MANAGEMENT AND WHOLESALE TRADING

Turnover for this division comprising our supply chain and
wholesale trading subsidiaries increased by 6.3% to HK$214.9
million (FY25: HK$202.2 million) and an earnings before interest
and tax (“EBIT”) of HK$10.8 million was recorded (FY25:
HK$22.3 million).

An impairment loss of intangible assets (non-cash) of HK$26.9
million (FY25: nil) was recorded in FY26 due to reducing
recoverable amount. Excluding this special item, EBIT of FY26
would be HK$37.7 million (FY25: HK$22.3 million).

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

GROUP OUTLOOK

In navigating the road ahead, we recognize that the business
environment remains challenging, with the retail market
undergoing transformations such as shifting buying behaviors
among both local customers and tourists. Amid this rapidly
changing landscape and evolving consumer spending patterns,
we remain committed to staying ahead of market trends by
enriching our product portfolio and optimizing our marketing
strategies. Our focus continues to be on adaptability, innovation,
and delivering value to our customers in this dynamic
environment.

Our watch portfolio encompasses a renowned portfolio of Swiss
brands including Solvil et Titus, CYMA, Pronto, and Delvina,
alongside the Italian brand Ellesse. Over the years, these
brands have earned trust and recognition across generations of
consumers, particularly in Hong Kong, Macau and Southeast Asia,
where we have established a strong presence and cultivated a
loyal customer base.

At the same time, we will continue to invest in our online
business to expand digital reach and enhance customer
experience. These initiatives are designed not only to strengthen
brand visibility but also to create meaningful synergy between
our offline and online channels, ensuring a seamless and
engaging journey for our customers.
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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 8.6% (31 March 2025: 17.4%) with
shareholders’ funds standing at HK$907.7 million (31 March
2025: HK$913.2 million) and net debts of HK$77.8 million
(31 March 2025: HK$158.6 million). The net debts are based
on the bank borrowings of HK$216.4 million (31 March 2025:
HK$241.9 million) and less bank balance and cash of HK$138.6
million (31 March 2025: HK$83.3 million). The bank borrowings
comprised of HK$67.4 million repayable within one year and
HK$149.0 million with scheduled repayment after one year but
repayable on demand and were classified as current liabilities.
The unutilized banking facilities as at 31 March 2026 was
HK$93.7 million.

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 2026, the current assets and current liabilities
were approximately HK$470.1 million (31 March 2025:
HK$445.9 million) and HK$386.6 million (31 March 2025:
HK$430.3 million), respectively. The current ratio was
approximately 1.22 (1.04 as at 31 March 2025).

As at 31 March 2026, the Group's total equity funds amounted
to HK$914.0 million.

As at 31 March 2026, the Group does not use any financial
instruments for hedging purposes.

The Group does not engage in speculative derivative trading.
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MANAGEMENT DISCUSSION AND ANALYSIS
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As at 31 March 2026, 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$8.1 million (31 March
2025: HK$7.7 million).

The Group does not have plans for material investments or
change of capital assets.

As at 31 March 2026, certain property, plant and equipment
and investment properties amounting to HK$501.7 million (31
March 2025: HK$516.4 million) were pledged to secure banking
facilities granted to the Group.

The investment properties were revalued by independent valuers
as at 31 March 2026. A revaluation loss of HK$5.1 million was
recorded in the year ended 31 March 2026 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.
The Group generally offers key performance index (“KP1”)-
related bonuses to eligible employees based on (among others)
the performance of the Group and the individual employee,
and in relation to the executive directors of the Company
(“Directors”), the Company offers an executive bonus scheme
under which executive bonuses are made to eligible participants
in accordance with the terms and conditions set out therein.

The Group also provides or encourages employees to participate
in relevant training programmes (internal and external) to
improve the quality, competence and skills of its employees.
Internal training programmes include courses for professional
competency and technical development to enhance employees’
capabilities, whereas external training programmes include
seminars and conferences organised by external parties that
provide training and professional development opportunities for
employees.
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As at 31 March 2026, the Group had approximately 548 R2026%F3 331 H » AEBILA L5480 8B

employees (31 March 2025: 645 employees), and the total (202543 H31H : 64508 B) » AL BRAE N
employee costs incurred by the Group during the year amounted 7 PRI BSAR SRR S HK S 155. 74 5 (2025483
to HK$155.7 million (31 March 2025: HK$181.9 million). H31H : HK$181.91F &) -
On behalf of the Board REHG
Suriyan Joshua Kanjanapas EHIHM
Vice Chairman and Executive Director TR TTESH
Hong Kong, 23 June 2026 W > 2026%F6H23H
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