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UPBEST GROUP LIMITED

(Incorporated in the Cayman Islands with limited liability)

INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2001

The board of directors (the "Board") of Upbest Group Limited (the "Company") is pleased to present the unaudited interim reports of the Company and its subsidiaries (the "Group") for the six months ended 30 September 2001 as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT


Six months ended


30 September



2001

2000


Notes
HK$'000

HK$'000



(unaudited)

(unaudited)

Turnover
1
25,204

32,256

Other income

51

19

Investment (loss) income
2
(6,295
)
25,876

Operating expenses

(5,668
)
(7,012
)







Profit from operations

13,292

51,139

Finance costs

(3,770
)
(2,128
)







Profit before taxation

9,522

49,011

Taxation
3
(2,290
)
(3,416
)







Profit attributable to shareholders

7,232

45,595







Interim dividend
4
1.5 cents

0







Basic earnings per share
5
3 cents

22 cents







Notes:

1.
Segment Information

An analysis of the turnover and contribution to profit from operating activities by principal activity for the period is as follows:



Contribution to profit 


Turnover
from operating activities


Six months ended
Six months ended


30 September

30 September

30 September

30 September 


2001

2000

2001

2000


HK$'000

HK$'000

HK$'000

HK$'000


(unaudited)

(unaudited)

(unaudited)

(unaudited)

Commission and brokerage income from

  securities broking
5,623

12,910

2,426

9,475

Commission and brokerage income from

  futures contracts broking
233

372

(146
)
102

Margin financing interest income
5,207

12,534

3,808

9,154

Loan financing interest income
8,526

2,016

5,600

1,458

Interest income earned from financial

  institutions and other sources
2,380

527

2,380

527

Management and handling fee from

  securities broking
1,128

1,669

561

1,193

Placing and underwriting commission
168

1,669

105

1,026

Investment management fee
674

0

366

0

Corporate finance advisory fee
1,265

559

666

181











25,204

32,256

15,766

23,116






Investment (loss) income




(6,295
)
25,876

Other income




51

19










Profit before taxation




9,522

49,011










The Group's turnover and contribution to profit from operating activities were principally derived from operations in Hong Kong.

The Group has no operation outside Hong Kong and thus no contribution to profit from operating activities, and accordingly an analysis of such activities has not been presented,

2.
Investment (loss) income


Six months ended


30 September


2001

2000


HK$'000

HK$'000


(unaudited)

(unaudited)

Unrealised (loss) gain on holding shares in Hong Kong Exchanges

  and Clearing Limited ("HKEC")
(6,295
)
25,876






3.
Taxation


Six months ended


30 September


2001

2000


HK$'000

HK$'000


(unaudited)

(unaudited)

Hong Kong profits tax
2,290

3,416






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

4.
Interim dividend

The Board have resolved to declare the payment of an interim dividend of 1.5 HK cents (2000: Nil) per ordinary share on 25 January 2002 to shareholders of the Company whose names appear on the register of members of the Company on 18 January 2002.

5.
Basic earnings per share

The calculation of basic earnings per share is based on the Group's profit attributable to shareholders for the six months ended 30 September 2001 of HK$7,232,000 (2000: HK$45,595,000) and the weighted average number of 280,000,000 shares (2000: 210,000,000 shares deemed to be in issue) during the period.

The effects of all potential ordinary shares are anti-dilutive for the periods.

CLOSURE OF REGISTERS OF MEMBERS

The registers of members of the Company will be closed from Thursday, 17 January 2002 to Friday, 18 January 2002, both days inclusive, during which period no transfer of shares will be registered.

BUSINESS REVIEW

Securities dealing

During the period under review, our total turnover decreased by approximately HK$7.1 million, representing a drop of 22%, which is mainly due to a decrease of brokerage income from securities dealing by approximately HK$7.3 million. Such a decrease in brokerage income was caused by the market turnover of the main board and GEM board of the Stock Exchange had dropped by nearly 30% and 40% respectively during that period. The major reason for such a sharp drop in market activities during the period was the poor market condition caused by the gloomy economic outlook.

The decrease in securities brokerage income led to a drop of contribution by approximately HK$7 million which is the major reason that our operating profit decreased by approximately HK$7.4 million.

We have already adopted the Multi-Work-stations System (MWS) after the successful rolling out of the new trading system AMS/3 by the exchange.

The Broker Supplied Systems (BSS) developed by us has just passed the testing stage and had been approved by the Stock Exchange to rollout its application in late November. The BSS which enable us to provide on-line dealing services to our clients through internet, mobile or other electronic devices will be launched soon.

Our total costs for development the MWS and BSS systems is only approximately HK$500,000 which is far less than our budget of HK$2 million as stated in the prospectus prepared during our new listing on the Stock Exchange.

Financing

Despite the lowering of interest rates, the total interest income from clients and financial institutions increased by 6.9% while contribution to profit increased by 5.8%.

Corporate finance

Our corporate finance division provided a broad range of corporate finance advisory services to clients. Its business has increased significantly during the period under review with its income even 78% higher than the total income for the whole previous financial year.

Asset management

At present we are investment manager for seven clients, one of them being a listed company in Hong Kong while another company is seeking for a listing on the Stock Exchange in the near future.

Futures brokerage

Although the division recorded a small loss during the period, with an increasing number of clients interest in futures products, we can expect that the division will become profitable soon.

Overall

Profit before taxation decreased by approximately HK$39.5 million is caused by two major reasons, contribution from securities brokerage dropped by HK$7 million and the unrealised loss on investment in the shares of HKEC amounted to approximately HK$6.3 million while it was a profit of HK$25.8 million in the previous period. This is the only investment that we hold and we do not carry out any other proprietary trading.

FUTURE PROSPECTS

Since the Group listed on the main board of the Stock Exchange in October 2000, we are gradually changing from a traditional securities brokerage company to a financial service conglomerates which clients can enjoy wide range of financial products and services under one roof.

Our aim is to pursue the strategy of becoming one of the top financial service conglomerates in Hong Kong, specialising in providing high quality professional services to institutional and individual clients.

Although the operating environments for the securities and futures brokerage business are expected to be highly competitive, we are ready and well equipped to respond to the changes and challenges ahead. We have the confident that we will have strong results from our corporate finance and asset management businesses.

In the current environment of a near to zero deposit interest rate, liquid fund will be pushed into the equities market. This can be evidenced by the fact that during the last two months which we experienced several interest rate cuts, there was a sharp increase in turnover of those high yield blue chips utilities companies. Increase in turnover and market activities will surely benefit our brokerage and corporate finance businesses.

FINANCIAL REVIEW

Liquidity and financial resources

As at 30 September 2001, the Group had cash and balances of approximately HK$82 million (31 March 2001: HK$82 million) of which HK$65 million (31 March 2001: HK$62 million) were pledged to banks for facilities granted to the Group.

As at 30 September 2001, the Group had available aggregate banking facilities of HK$85 million (31 March 2001: HK$82 million) of which HK$7 million (31 March 2001: HK$14 million) was not utilized.

Capital Structure

There was no change to the Group's capital structure for the six months ended 30 September 2001.

CODE OF BEST PRACTICE

Save and except that the independent 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, none of the Directors is aware of any information that would reasonably indicate that the Company is not, or was not for any part of the six months ended 30 September 2001 in compliance with the Code of Bet Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

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

During the six months ended 30 September 2001, there was no repurchase, sale or redemption by the Company's listed securities by the Company or any of its subsidiaries.

PUBLICATION OF DETAILED INTERIM RESULTS ANNOUNCEMENT ON THE WEBSITE OF THE STOCK EXCHANGE

A detailed interim results announcement containing all information required by paragraphs 46(1) to 46(6) will be published on the Stock Exchange's website (http://www.hkex.com.hk) in due course.

By order of the Board

Tsang Cheuk Lau

Chairman

Hong Kong 17 December 2001

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