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UPBEST GROUP LIMITED

(Incorporated in the Cayman Islands with limited liability)

FINAL RESULTS FOR THE YEAR ENDED MARCH 31, 2001
The Board of Directors (the “Directors”) of Upbest Group Limited (the “Company”) are pleased to announce the audited consolidated results of the Company and its subsidiaries (the “Group”) for the year ended March 31, 2001 with comparative figures for the preceding financial year as follows:



2001

2000


Notes
HK$’000

HK$’000

Turnover

64,338

60,527

Investment income

20,427

5,780

Other income

146

31

Administrative and other operating expenses

(13,271
)
(15,135
)







Profit from operations

71,640

51,203

Finance costs

(8,069
)
(5,682
)







Profit before taxation

63,571

45,521

Taxation
2
(6,879
)
(6,339
)







Net profit for the year attributable to shareholders

56,692

39,182







Dividends
3
74,000

20,000







Basic earnings per share
4
23.1 cents

18.7 cents


Notes:

1.
Group reorganisation and basis of presentation

The Company was incorporated on July 28, 2000. Pursuant to a Group reorganisation (the “Reorganisation”) to rationalise the group structure in preparation for the listing of the Company’s shares on The Stock Exchange of Hong Kong Limited, the Company became the holding company of the Group effective on September 21, 2000. Upon completion of the Reorganisation, 210,000,000 ordinary shares of HK$0.01 each had been issued. On October 10, 2000, 70,000,000 ordinary shares of HK$0.01 each were issued and allotted to the public at HK$1.00 per share.

Although the current group structure resulting from the Reorganisation did not legally exist until September 21, 2000, the Directors consider that it is more appropriate and meaningful to treat the Group as a continuing entity. Accordingly the consolidated results of the Group have been prepared on the basis as if the current group structure had been in existence throughout the periods presented. All significant intra-group transactions and balances have been eliminated.

2.
Taxation

The charge comprises:


Group


2001

2000


HK$’000

HK$’000

Hong Kong Profits Tax

Provision for the year
6,873

6,339

Under-provision in prior years
6

0







6,879

6,339






Hong Kong profits tax is calculated at 16% (2000: 16%) on the estimated assessable profit for the year.

The Group did not have any significant unprovided deferred taxation for the year (2000: Nil).

3.
Dividends


2001

2000


HK$’000

HK$’000

Special dividends
46,000

20,000

Final dividend proposed at HK10 cents per ordinary share (2000: Nil)
28,000

0







74,000

20,000






The special dividends of HK$46,000,000 (2000: HK$20,000,000) were paid by certain subsidiaries of the Group to their then shareholders prior to the Reorganisation.

4.
Basic earnings per share

The calculation of basic earnings per share for the year is based on the net profit attributable to shareholders of HK$56,692,000 (2000: HK$39,182,000) and the weighted average number of 245,000,000 shares in issue during the year (2000: 210,000,000 shares, being the number of shares issued immediately after the Reorganisation).

There is no diluted earnings per share for the years ended March 31, 2001 and 2000 presented since the Company has no dilutive potential ordinary shares.

SEGMENT INFORMATION

An analysis of the Group’s turnover and contribution to profit from operating activities by principal activities for the years ended March 31, 2001 and 2000 is as follows:


2001
2000




Contribution



Contribution


Turnover

to profit

Turnover

to profit


HK$’000

HK$’000

HK$’000

HK$’000

Commission and brokerage income

  from securities broking
19,340

10,730

31,123

21,950

Commission and brokerage income

  from future contracts broking
691

(169
)
13

0

Margin financing interest income
18,875

14,439

20,629

14,075

Loan financing interest income
14,600

10,280

0

0

Interest income earned from financial

  institutions and other sources
4,281

3,910

1,732

1,005

Management and handling fee from

  securities broking
2,523

1,385

3,752

446

Commission for subscribing new shares
500

245

0

0

Corporate finance advisory fee
710

364

1,379

939

Placement and underwriting commission
2,333

1,354

1,899

1,295

Investment management fee
485

460

0

0











64,338

42,998

60,527

39,710








Other income


146



31

Investment income


20,427



5,780













63,571



45,521











FINAL DIVIDEND

The Directors have resolved to recommend the payment of a final dividend of HK10 cents per ordinary share for the year ended March 31, 2001 to shareholders of the Company whose names appear on the register of members of the Company on August 31, 2001.

Subject to the approval of shareholders at the forthcoming annual general meeting, the dividend cheques for the final dividend will be despatched to shareholders on or about September 5, 2001.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Monday, August 27, 2001 to Friday, August 31, 2001, both days inclusive, during which period no transfer of shares will be registered.

In order to qualify for the proposed final dividend, all completed transfer forms accompanied by the relevant share certificates must be lodged with the Company’s Branch Share Registrars in Hong Kong, Standard Registrars Limited, at 5th Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong for registration no later than 4:00 p.m. on Friday, August 24, 2001.

REVIEW OF OPERATION

Brokerage

Commission income for the year dropped by 38% due to a decline of the total market turnover by approximately 11% during that period.

Securities margin financing

Interest income from securities margin financing business of the Upbest Investment Company Limited dropped slightly by 9%, due to the establishment of Upbest Finance Company Limited which takes up non-securities margin financing business from Upbest Investment Company Limited after the enactment of the Securities (Margin Financing) (Amendment) Ordinance in June 2000.

Short-term financing

The non-securities financing business, which commenced in second half of 2000 and was significantly expanded after the Group’s listing on the exchange, generated interest income amounted to nearly HK$15 million.

Asset management

After the Group is listed, the Group have been awarded an investment management contract for a listed company. The Group is also the investment manager for various private investment funds.

PROSPECTS

In the recent months, investment focus remained on the China-related counters where an influx of hot money from mainland China lifted trading volumes.

China has just completed the World Trade Organization entry talks which paths the way for ministers to approve its membership in November 2001. Beijing being voted the host city of the Olympic Games in 2008 will surely boost the economy of mainland China and provide a lot of new business opportunities for both China and Hong Kong enterprises. The recovery of Hong Kong’s economy is expected to come sooner under such circumstances.

With the implementation of the AMS/3 in February 2001, the Group has enrolled in the fifth batch of brokers using the Broker Supplied System (“BSS”) connected to AMS/3 and is now performing various tests. Subject to the completion of the mandatory BSS practice sessions and satisfaction results of all tests, it is expected that the Group can roll out the internet dealing to the clients in late 2001.

The Group’s website www.upbest.com include lots of financial information, timely market commentary and our research reports on various listed companies. The dealing platform will be included in our website. The Directors anticipate that the Group is able to attract more new clients and therefore enlarge the client base with these two high-tech services.

The Group has strengthened the corporate finance team recently and will have more active participation in acting as sponsor for companies seeking for listing on the main board, corporate advisory and structured corporate finance transactions. That unit is expected to report promising results in the coming years.

Any further interest rate cuts will inject liquidity into the stock market which will boost the trading volume. The Directors anticipate that the securities brokerage market will be very competitive after the liberalization of minimum brokerage commission in April 2002, and brokerage rates will be considerably lowered then. However, the Group’s diversification of business into different financial services areas will provide us with sources of income which the Directors believe the Group’s operating result will not be adversely affected by the lower commission rate. The Group’s strategy of being a fully integrated one-stop service provider of brokerage and financial services has proved to be successful as the Group’s turnover and net profit increased by 6% and 45% respectively in the financial year despite a decrease of commission and brokerage income by 38%. Although the market conditions in the first half of 2001 was difficult, the Directors hold a long-term positive view on the Hong Kong stock market. The Group’s strategy to increase synergies between the services which the Group offers and improve the service quality will enable the Group to become a one-stop financial services conglomerate. When the investment environment improves, the Group will surely benefit.

CODE OF BEST PRACTICE

Throughout the year ended March 31, 2001, the Company was in compliance with the Code of Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (the “Listing Rules”) except that the non-executive directors of the Company are not appointed for a specific term but are subject to retirement by rotation and re-election at annual general meetings of the Company.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

During the year, other than as an agent for clients of the Company or its subsidiaries, there was no purchase, sale or redemption by the Company or any of its subsidiaries of the Company’s listed securities.

PUBLICATION OF ANNUAL REPORT ON THE WEBSITE OF THE STOCK EXCHANGE OF HONG KONG LIMITED

A detailed results announcement containing all information required by paragraphs 45(1) to 45(3) of Appendix 16 of the Listing Rules will be published on the website of The Stock Exchange of Hong Kong Limited in due course.

By order of the Board

Tsang Cheuk Lau

Chairman

Hong Kong, July 18, 2001

Please also refer to the published version of this announcement in the Hong Kong iMail.
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